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Washington, D.C. 20549-1001

Re  FileNo. SR-NASD-2001-47: Rules 3115 and 3340 - Audit Trail and Trading Halt
Requirementsfor Security Futures

Dear Ms. England:

Pursuant to Rule 19b-4, enclosed please find the above-numbered rulefiling. Also enclosed is
a 3-1/2" disk containing the rule filing in Microsoft Word 7.0 to facilitate production of the Federa
Regider relesse.

If you have any questions, please contact Alan Lawhead, Office of Generd Counsd, NASD
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1. Text of Proposed Rule Change

@ Pursuant to the provisions of Section 19(b)(1) under the Securities Exchange Act of
1934 (“Exchange Act” or “Act”), the Nationd Association of Securities Deders, Inc. (“NASD” or
“Association”), through its wholly owned subsidiary, NASD Regulation, Inc. (“NASD Regulation”),
isfiling with the Securities and Exchange Commission (“SEC” or “Commisson”) a proposed rule
change to add NASD Rule 3115 and to amend NASD Rule 3340 to establish record-keeping
requirements for Alternative Trading Systems (“ATSS’) that trade security futures, and to require
ATSsto coordinate trading hats with markets trading the underlying securities and markets trading
related securities. Below is the text of the proposed rule change. Proposed new language is
underlined.

Rule 3115. Reguirementsfor Alternative Trading Systemsto Record and Transmit Order

and Execution | nformation for Security Futures

() Alternative Trading Sysems Recording Requirements

(1) Each dternative trading system that accepts orders for security futures (as defined in

section 3(a)(55) of the Act) shall record each item of information described in paragraph (b) of this

Rule. For purposes of this Rule, the term “order” includes a broker/deder’ s proprietary quotes that

are tranamitted to an dternative trading system.

(2) Alternative trading systems shall record each item of information required to be

recorded under this Rulein such form asis prescribed by the Association from time to time.
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(3) Maintaining and Preserving Records

(A) Each dternative trading sysem shall maintain and preserve records of the

information reguired to be recorded under this Rule for the period of time and hility

soecified in SEC Rule 17a-4(b).

(B) The records reguired to be maintained and preserved under this Rule may be

immediately produced or reproduced on “micrographic mediad’ as defined in SEC Rule

17a-4(f)(1)(i) or by means of “dectronic sorage medid’ as defined in SEC Rule 17a-

A(F)(2)(ii) that meet the conditions set forth in SEC Rule 17a-4(f) and may be maintained

and presarved for the reguired time in that form.

(b) Information to be Recorded. The records required pursuant to paragraph (a) of this Rule shall

contain, a aminimum, the following information for every order:

(1) Date and time (expressed in terms of hours, minutes, and seconds) that the order was

received;

(2) Security future product name and symbol;

(3) Number of share to which the order applies;

(4) An identification of the order as related to a program trade or an index arbitrage trade

asdefined in New York Stock Exchange Rule 80A;

(5) Thedesignation of the order asabuy or sdl order;

(6) The designation of the order as a market order, limit order, stop order, stop limit order,

or other type of order;
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(7) Any limit or stop price prescribed by the order;

(8) The date on which the order expires and, if thetimein forceisless than one

day, the time when the order expires;

(9) Thetimelimit during which the order isin force

(10) Any ingructions to modify or cancd the order;

(11) Date and time (expressed in terms of hours, minutes, and seconds) that the order was

executed:

(12) Unit price at which the order was executed; excluding commissions, mark-ups or

mark-downs;

(13) Size of the order executed; and

(14) Identity of the aternative trading system’ s subscribers that were intermediaries or

partiesin the transaction.

(c) Reporting Requirements

(1) Gengrd Reguirement

Alternative trading systems shall report information required to be recorded under

this Rule to the Association on the next business day following the date the dternative

trading system accepted the order or executed the trade, or at such other time period as the

Association shal specify.
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(2) Method of Transmitting Data

Alternative trading sysems shdl trangmit this information in such form as prescribed

by the Association.

3340. Prohibition on Transactions, Publication of Quotations, or Publication of Indications
of Interest During Trading Halts"

(a) No member or person associated with amember shdl, directly or indirectly, effect any
transaction or publish a quotation, a priced bid and/or offer, an unpriced indication of interest
(including "bid wanted" and "offer wanted" and name only indications), or abid or offer,
accompanied by a modifier to reflect unsolicited customer interest, in any security asto which a
trading hdt is currently in effect.

(b) No member or person associated with amember shall, directly or indirectly, effect any

transaction or publish a quotation, a priced bid and/or offer, an unpriced indication of interest

(induding "bid wanted" and "offer wanted" and name only indications), or abid or offer,

accompanied by a modifier to reflect unsolicited cusomer interest, in:

(1) afuturefor asngle security when the underlying security has aregulatory

trading halt that is currently in effect; and

1

Thetext of NASD Rule 3340 includes the recently approved changesto this rule that prohibit members
from publishing quotations or indications of interest in a security during atrading halt. The Commission
approved this rule change on June 5, 2001. See Exchange Act Release No. 44390, 66 FR 31262 (June 11, 2001).
The rule change becomes effective on August 13, 2001. See NASD Notice to Members 01-47.
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(2) afuture on anarrow based securities index when one or more underlying

securities that congtitute 30% or more of the market capitdization of the index hasa

regulatory trading hat that is currently in effect.

(b) Not applicable.
(© Not applicable.

2. Procedures of the Salf-Regulatory Organization

(& The proposed rule change was approved by the Board of Directors of NASD
Regulaion at its meeting on April 25, 2001, which authorized the filing of the rule change with the
SEC. Counsd for The Nasdag Stock Market and NASD Dispute Resolution have been provided
an opportunity to consult with respect to the proposed rule change, pursuant to the Plan of
Allocation and Delegation of Functions by the NASD to its Subsidiaries. The NASD Board of
Governors had an opportunity to review the proposed rule change at its meeting on April 26, 2001.
No other action by the NASD is necessary for the filing of the proposed rule change. Section
1(a)(ii) of Article VII of the NASD By-Laws permits the NASD Board of Governorsto adopt and
amend NASD Rules without recourse to the membership for approval.

NASD Regulation proposes to make new Rule 3115 and amended Rule 3340 effective on
August 21, 2001. The NASD will announce the effective date of the new and amended rulesin a
Notice to Members to be published no later than 60 days following Commission approval.

(b) Quedtions regarding this rule filing may be directed to Alan Lawhead, Assstant Genera

Counsd, NASD Regulation, Office of General Counsd, at (202) 728-8853.
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3. Sdf-Regulatory Organization's Statement of the Purpose of, and Statutory Basis for, the
Proposed Rule Change

() Purpose

The NASD is proposing arule change to establish requirements relating to ATSs for the
trading of futures on sngle securities and narrow-based security indices. The Commodity Futures
Modernization Act of 20007 (“CFMA”) ends the nearly 20-year ban on single stock futures and
futures on narrow-based stock indices and puts in place a new framework of regulations that will
alow both broker/ded ers and futures commission merchants (“*FCMS’) the ability to trade these
insruments.

The CFMA defines a* security future” as a contract of sale for future delivery of asingle
Security or of anarrow-based security index. Under the CFMA, security futures are defined as
“securities’ under the Exchange Act, thus making the federd securities laws generdly gpplicable to
them. The CFMA aso specifies the requirements that both securities exchanges and futures
contract markets must satisfy in order to list and trade security futures. Under this new regime,
broker/dedlers that wish to effect transactionsin security futures are required to register with the
Commodity Futures Trading Commission (“ CFTC”) by filing awritten notice with the CFTC.?
Likewise, FCMs and other intermediaries registered with the CFTC that wish to effect transactions

in security futures are required to notice register with the SEC.

2 The CFMA was signed into law on December 21, 2000. Pub. L. No. 106-554, 114 Stat. 2763 (2000).
8 When abroker/dealer filesits written notice, the CFTC isto give immediate effectivenessto the
registrationif: (1) the broker/dealer isamember of anational securities association, such asthe NASD; (2) it
limitsits futures business to security futures products; and, (3) it has not had its registration as a broker or
dealer suspended by the SEC. Commaodity Exchange Act (“CEA™) 84f(a)(2); 7 U.S.C. 86f(a)(2).
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As discussed below, the NASD’ s proposed rule change will establish requirements for
ATSsthat will trade security futures. In the coming months, NASD Regulation intends to file with
the SEC a second proposed rule change that will address severd additional issues raised by the
introduction of security futures trading in the United States.

Requirements for Alternative Trading Sysems

The CFMA requiresthe NASD, as anationd securities association, to meet severd
requirements with respect to preparing for the trading of security futures by ATSs* Specificdly, the
CFMA requiresthe NASD to haverulesin place that require ATSsto: (1) have audit trails
necessary to facilitate coordinated surveillance; and (2) coordinate trading halts with markets trading
the underlying securities and markets trading related securities®

Accordingly, with respect to audit trails, the proposed rule change would require ATSs to
record and report audit trail information on a T+1 basisin such form as NASD Regulation requires.
NASD Regulation has based the required dements of the audit trail rule on the exigting
recordkeeping rule for ATSs, Regulation ATS Rule 302.° The form of the reports will be designed
to facilitate NASD Regulation’s sharing the reports with members of the Intermarket Surveillance
Group, an organization whose purpose is to coordinate surveillance among financia markets. The

proposed rule change would require that ATSs preserve such records in accordance with Rule 17a

4 ATSsgenerally are systems that maintain a marketplace for bringing together purchasers and sellers of

securities or otherwise perform the functions commonly performed by a securities exchange and do not perform
self-regulatory functions. See Regulation ATS Rule 300(a), 17 C.F.R. 242.300(a); Exchange Act Rel. No. 40760
(Dec. 8, 1998), 63 FR 70844 (Dec. 22, 1998).

5 Exchange Act §6(h)(5); 15 U.S.C. §78f(h)(5).

6 17 CF.R. 242.302(c).
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4(b) under the Exchange Act, which requires preservation of records for at least three years, the
firgt two years in an accessible place.

With respect to coordinated trading halts, the proposed rule change would amend the
NASD’s exigting rule prohibiting trading during ahdt. Currently, NASD Rule 3340 broadly
prohibits broker/dealers and associated persons from effecting a“transaction . . . in any security as
to which atrading halt is currently in effect.” NASD Regulation proposes to amend this rule by
adding a provision that prohibits member firms, including ATSs, from trading, publishing quotes or
indications of interest for: (a) afuture on asingle stock when the underlying stock is subject to a
regulatory trading hdt, and (b) afuture on a narrow based securitiesindex when one or more
underlying securities that congtitute 30 percent or more of the market capitdization of theindex are
subject to aregulatory trading hdt. Further, by limiting application of new Rule 3340(b) to
regulatory trading hats, NASD Regulation intends to exclude halts resulting from events such as an
order imbaance or asystemsfailure.

(b) Statutory Basis

NASD Regulation believes that the proposed rule change is consstent with the provisions of
Section 15A(b)(6) of the Exchange Act, which requires, among other things, that the Association’s
rules must be designed to prevent fraudulent and manipulative acts and practices, to promote just
and equitable principles of trade, and, in generd, to protect investors and the public interest.

NASD Regulation further believes that the proposed rule change is consstent with the
requirements of the CFMA. The CMFA requires a nationa securities association, such as NASD,

to adopt rulesto require ATSs to provide “ audit trails necessary or gppropriate to facilitate”
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coordinated surveillance among ATSs, the market trading the securities underlying the security
future products, and other markets trading related securitiesin order to detect manipulation and
indgder trading, and to require ATSs “to coordinate trading halts with markets trading the securities
underlying the security future products and other markets trading related securities.” See Exchange
Act 86(h)(5)(B & C); 15 U.S.C. 878f(h)(5). These provisions of the CFMA are the basisfor the
proposed new audit trail rule for ATSs and the proposed amendment to the NASD’ s trading halt
rule.

4. Sdf-Regulatory Organization's Statement on Burden on Competition

NASD Regulation does not believe that the proposed rule change will result in any burden
on competition that is not necessary or gppropriate in furtherance of the purposes of the Act, as
amended.

5. Sdf-Regulatory Organization's Statement on Comments on the Proposed Rule Change
Receaived from Membaers, Participants, or Others

Written comments were neither solicited nor received.

6. Extenson of Time Period for Commisson Action

NASD Regulation does not consent &t this time to an extension of the time period for
Commission action specified in Section 19(b)(2) of the Act.

7. Bassfor Summary Effectiveness Pursuant to Section 19(b)(3) or for Accderated
Effectiveness Pursuant to Section 19(b)(2)

Not applicable.
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8. Proposed Rule Change Based on Rules of Another Sdlf-Regulatory Organization or of the

Commisson
Not applicable.
9. Exhibits

1. Completed notice of proposed rule change for publication in the Federal Regiger.

Pursuant to the requirements of the Securities Exchange Act of 1934, NASD

Regulation has duly caused thisfiling to be sgned on its behdf by the undersigned thereunto duly

authorized.

NASD REGULATION, INC.

BY:

Petrice M. Gliniecki
Vice President and Deputy General Counsdl

Date: July 26, 2001
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EXHIBIT 1
SECURITIES AND EXCHANGE COMMISSION
(Release No. 34- ; File No. SR-NASD-2001-47)

Sdf-Regulatory Organizations, Notice of Filing of Proposed Rule Change by Nationd Association
of Securities Dedlers, Inc. Relating to Audit Trail and Trading Halt Requirements for Alternative
Trading Systems That Trade Security Futures

Pursuant to Section 19(b)(1) of the Securities Exchange Act of 1934 (“Act”)* and Rule
19b-4 thereunder,” notice is hereby given that on , the National Association of
Securities Deders, Inc. (“NASD”), through its wholly owned subsidiary, NASD Regulation, Inc.
(“NASD Regulation”) filed with the Securities and Exchange Commission (“SEC” or
“Commission”) the proposed rule change as described in Items |, 11, and 111 below, which Items
have been prepared by NASD Regulation. The Commission is publishing this notice to solicit
comments on the proposed rule change from interested persons.

l. SELF-REGULATORY ORGANIZATION'S STATEMENT OF THE TERMS OF
SUBSTANCE OF THE PROPOSED RULE CHANGE

NASD Regulation is proposing to add Rule 3115 and to amend Rule 3340 of therules
of the Nationa Association of Securities Dedlers, Inc. (“NASD” or “Association”), to
establish record-keeping requirements for Alternative Trading Systems (“ATSS’) that trade

security futures, and to require ATSsto coordinate trading hats with markets trading the underlying

! 15U.S.C. 785(b)(1).

2 17 CFR 240.19b-4.
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securities and markets trading related securities. Below isthe text of the proposed rule change.
Proposed new language isin italics; proposed deletions are in brackets.

Rule 3115. Reguirementsfor Alternative Trading Systemsto Record and Transmit Order

and Execution |nformation for Security Futures

() Alternative Trading Sysems Recording Requirements

(1) Each dternative trading system that accepts orders for security futures (as defined in

section 3(a)(55) of the Act) shal record each item of information described in paragraph (b) of this

Rule. For purposes of this Rule, the term “order” includes a broker/deder’ s proprietary quotes that

are tranamitted to an dternative trading system.

(2) Alternative trading systems shall record each item of information required to be

recorded under this Rulein such form asis prescribed by the Association from time to time.

(3) Maintaining and Preserving Records

(A) Each dternative trading sysem shal maintain and preserve records of the

information required to be recorded under this Rule for the period of time and hility

soecified in SEC Rule 17a-4(b).

(B) The records reguired to be maintained and preserved under this Rule may be

immediataly produced or reproduced on “ micrographic medid’ as defined in SEC Rule

17a-4(f)(1)(i) or by means of “dectronic sorage medid’ as defined in SEC Rule 17a-

A(F)(2)(ii) that meet the conditions set forth in SEC Rule 17a-4(f) and may be maintained

and presarved for the reguired time in that form.
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(b) Information to be Recorded. The records required pursuant to paragraph (a) of this Rule shall

contain, a aminimum, the following information for every order:

(1) Date and time (expressed in terms of hours, minutes, and seconds) that the order was

received;

(2) Security future product name and symbol;

(3) Number of share to which the order applies;

(4) An identification of the order as related to a program trade or an index arbitrage trade

asdefined in New York Stock Exchange Rule 80A;

(5) The dedsignation of the order asabuy or sdl order;

(6) The designation of the order as a market order, limit order, stop order, stop limit order,

or other type of order;

(7) Any limit or stop price prescribed by the order;

(8) The date on which the order expires and, if thetime in force is less than one

day, the time when the order expires;

(9) Thetimelimit during which the order isin force

(10) Any ingtructions to modify or cance the order;

(11) Date and time (expressed in terms of hours, minutes, and seconds) that the order was

executed:

(12) Unit price at which the order was executed; excluding commissions, mark-ups or

mark-downs;
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(13) Size of the order executed; and

(14) Identity of the aternative trading system’ s subscribers that were intermediaries or

parties in the transaction.

(c) Reporting Requirements

(1) Gengrd Reguirement

Alternative trading systems shall report information required to be recorded under

this Rule to the Association on the next business day following the date the dternative

trading system accepted the order or executed the trade, or at such other time period as the

Association shal specify.

(2) Method of Transmitting Data

Alternative trading sysems shdl trangmit this information in such form as prescribed

by the Association.

3340. Prohibition on Transactions, Publication of Quotations, or Publication of Indications
of Interest During Trading Halts®

(a) No member or person associated with amember shdl, directly or indirectly, effect any
transaction or publish a quotation, a priced bid and/or offer, an unpriced indication of interest

(including "bid wanted" and "offer wanted" and name only indications), or abid or offer,

8 The text of NASD Rule 3340 includes the recently approved changes to this rule that prohibit members
from publishing quotations or indications of interest in a security during atrading halt. The Commission
approved thisrule change on June 5, 2001. See Exchange Act Release No. 44390, 66 FR 31262 (June 11, 2001).
The rule change becomes effective on August 13, 2001. See NASD Notice to Members 01-47.
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accompanied by a modifier to reflect unsolicited customer interest, in any security asto which a
trading halt is currently in effect.

(b) No member or person associated with amember shall, directly or indirectly, effect any

transaction or publish a quotation, a priced bid and/or offer, an unpriced indication of interest

(including "bid wanted" and "offer wanted" and name only indications), or abid or offer,

accompanied by a modifier to reflect unsolicited cusomer interest, in:

(1) afuturefor asngle security when the underlying security has aregulatory

trading halt that is currently in effect; and

(2) afuture on anarrow based securities index when one or more underlying

securities that congtitute 30% or more of the market capitdization of the index hasa

regulatory trading hat that is currently in effect.

1. SELF-REGULATORY ORGANIZATION'S STATEMENT OF THE PURPOSE OF, AND
STATUTORY BASIS FOR, THE PROPOSED RULE CHANGE

Initsfiling with the Commission, NASD Regulation included statements concerning the
purpose of and basis for the proposed rule change and discussed any comments it received on the
proposed rule change. Thetext of these statements may be examined at the places specified in Item
IV below. NASD Regulation has prepared summaries, set forth in Sections (A), (B), and (C)

below, of the most Sgnificant aspects of such statements.
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(A) Sdf-Regulatory Organization's Statement of the Purpose of, and Statutory
Basisfor, the Proposed Rule Change

(& Purpose

The NASD is proposing arule change to establish requirements rdating to ATSs for the
trading of futures on single securities and narrow-based security indices. The Commodity Futures
Modernization Act of 2000* (“CFMA”) ends the nearly 20-year ban on single stock futures and
futures on narrow-based stock indices and puts in place a new framework of regulations that will
alow both broker/ded ers and futures commission merchants (“FCMSs’) the ability to trade these
ingruments.

The CFMA defines a“ security future” as a contract of sale for future delivery of asingle
security or of anarrow-based security index. Under the CFMA, security futures are defined as
“securities” under the Exchange Act, thus making the federd securities laws generdly gpplicable to
them. The CFMA dso specifies the requirements that both securities exchanges and futures
contract markets must satisfy in order to list and trade security futures. Under this new regime,
broker/dedlers that wish to effect transactions in security futures are required to register with the

Commodity Futures Trading Commission (“CFTC”) by filing awritten notice with the CFTC.?

4 The CFMA was signed into law on December 21, 2000. Pub. L. No. 106-554, 114 Stat. 2763 (2000).
° When abroker/dealer filesitswritten notice, the CFTC isto give immediate effectivenessto the
registration if: (1) the broker/dealer isamember of a national securities association, such asthe NASD; (2) it
limitsits futures business to security futures products; and, (3) it has not had its registration as a broker or
dealer suspended by the SEC. Commodity Exchange Act (“CEA”) 84f(a)(2); 7 U.S.C. 6f(a)(2).
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Likewise, FCMs and other intermediaries registered with the CFTC that wish to effect transactions
in security futures are required to notice register with the SEC.

As discussed below, the NASD’ s proposed rule change will establish requirements for
ATSsthat will trade security futures. In the coming months, NASD Regulation intends to file with
the SEC a second proposed rule change that will address severd additional issues raised by the
introduction of security futures trading in the United States.

Requirements for Alternative Trading Sysems

The CFMA requiresthe NASD, as anationd securities association, to meet severd
requirements with respect to preparing for the trading of security futures by ATSs® Specificdly, the
CFMA requiresthe NASD to haverulesin place that require ATSsto: (1) have audit trails
necessary to facilitate coordinated surveillance; and (2) coordinate trading halts with markets trading
the underlying securities and markets trading related securities.”

Accordingly, with respect to audit trails, the proposed rule change would require ATSs to
record and report audit trail information on a T+1 basisin such form as NASD Regulation requires.

NASD Regulation has based the required dements of the audit trail rule on the exigting

6 ATSsgenerally are systems that maintain a marketplace for bringing together purchasers and sellers of

securities or otherwise perform the functions commonly performed by a securities exchange and do not perform
self-regulatory functions. See Regulation ATS Rule 300(a), 17 CFR 242.300(a); Exchange Act Rel. No. 40760
(Dec. 8, 1998), 63 FR 70844 (Dec. 22, 1998).

! Exchange Act 6(h)(5); 15 U.S.C. 78f(h)(5).
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recordkeeping rule for ATSs, Regulation ATS Rule 3022 The form of the reports will be designed
to facilitate NASD Regulation’s sharing the reports with members of the Intermarket Surveillance
Group, an organization whose purpose is to coordinate surveillance among financid markets. The
proposed rule change would require that ATSs preserve such records in accordance with Rule 17a
4(b) under the Exchange Act, which requires preservation of records for at least three years, the
firgt two years in an accessible place.

With respect to coordinated trading halts, the proposed rule change would amend the
NASD’s exigting rule prohibiting trading during ahdt. Currently, NASD Rule 3340 broadly
prohibits broker/dedlers and associated persons from effecting a“transaction . . . in any security as
to which atrading halt is currently in effect.” NASD Regulation proposes to amend this rule by
adding a provision that prohibits member firms, including ATSs, from trading, publishing quotes or
indications of interest for: (a) afuture on asingle stock when the underlying stock is subject to a
regulatory trading hdt, and (b) afuture on a narrow based securities index when one or more
underlying securities that congtitute 30 percent or more of the market capitalization of the index are
subject to aregulatory trading hdt. Further, by limiting gpplication of new Rule 3340(b) to
regulatory trading hats, NASD Regulation intends to exclude halts resulting from events such as an

order imbaance or asystemsfailure.

8 17 CFR 242.302(c).



Page 20 of 21

(b) Statutory Basis

NASD Regulation believes that the proposed rule change is consstent with the provisions of
Section 15A(b)(6) of the Exchange Act, which requires, among other things, that the Association’s
rules must be designed to prevent fraudulent and manipulative acts and practices, to promote just
and equitable principles of trade, and, in generd, to protect investors and the public interest.

NASD Regulation further believes that the proposed rule change is consstent with the
requirements of the CFMA. The CMFA requires a nationa securities association, such as NASD,
to adopt rulesto require ATSs to provide “ audit trails necessary or gppropriate to facilitate”
coordinated surveillance among ATSs, the market trading the securities underlying the security
future products, and other markets trading related securities in order to detect manipulation and
indgder trading, and to require ATSs “to coordinate trading halts with markets trading the securities
underlying the security future products and other markets trading related securities” See Exchange
Act 86(h)(5)(B & C); 15 U.S.C. 878f(h)(5). These provisions of the CFMA are the basisfor the
proposed new audit trail rule for ATSs and the proposed amendment to the NASD’ s trading halt
rule.

(B) Sdf-Regulatory Organization's Siatement on Burden on Competition

NASD Regulation does not believe that the proposed rule change will result in any burden
on competition that is not necessary or gppropriate in furtherance of the purposes of the Act, as

amended.
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(C)  Sf-Regulatory Organization's Statement on Comments on the Proposed Rule
Change Received from Members, Participants, or Others

Written comments were neither solicited nor recaived.

1. DATE OF EFFECTIVENESS OF THE PROPOSED RULE CHANGE AND TIMING
FOR COMMISSION ACTION

Within 35 days of the date of publication of this notice in the Federal Register or within such

longer period (i) as the Commission may designate up to 90 days of such date if it finds such longer
period to be gppropriate and publishes its reasons for so finding or (i) as to which the sdif-
regulatory organization consents, the Commission will:

A. by order approve such proposed rule change, or

B. ingtitute proceedings to determine whether the proposed rule change should be
disapproved.

V. SOLICITATION OF COMMENTS

Interested persons are invited to submit written data, views, and arguments concerning the
foregoing. Persons making written submissions should file Six copies thereof with the Secretary,
Securities and Exchange Commission, 450 Fifth Street, N.W., Washington, D.C. 20549. Copies
of the submission, al subsequent amendments, al written statements with respect to the proposed
rule change that are filed with the Commission, and dl written communications rdaing to the
proposed rule change between the Commission and any person, other than those that may be
withheld from the public in accordance with the provisions of 5 U.S.C. 552, will be available for

ingpection and copying in the Commisson's Public Reference Room. Copies of such filing will dso
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be available for ingoection and copying at the principd office of the NASD. All submissions should
refer to the file number in the caption above and should be submitted by [insert date 21 days from
the date of publication].

For the Commission, by the Divison of Market Regulation, pursuant to delegated authority,

17 CFR 200.30-3(8)(12).

Jonathan G. Katz
Secretary



