539

traders, odd-lot brokers, and Drocesses all complaints, requests for information
and general correspondence relating to any of these areas, ‘ C

The period since 1961 has ‘Witnessed the introduction of the most modern
automated data DProcessing techniques and g nearly three-fold increase in The

Floor Department’s personnel devoted to ity surveillance work. The’ brocedures,
Dolicies and rules of The Floor Department have undergone certain significant
innovations and modifications in order to keep abreast of éxpanding economic
and market conditions. It iy felt that the repreésentdative new DProcedures out-
lined below, which have been enacted in accordance with our policy of - con-
tinually endeavoring to upgrade the quality of the market, have been of sub-
stantial benefit ito the investor and greatly strengthened the brotection afforded
him,

To ensure the financial Tesponsibility of an Specialist units in today’s larger
markets, each unit must now be able to a9sume. a position of 2,000 shares-in
each specialty stock. Each unit’s finanecial condition is checked regularly ag
' decline. Greater financial flexibility hag
been provided for in ‘the event of unusuai market situationg. An emergency
committee has been established and ig authorized -‘immedia’tely to reallocate
stocks should the necessity arise. , , ST -

In seeking to maintain, insofgr a8 reasonably practicable, a fair and orderly,
as well as the most liquid securities auction market, ‘modifications have ‘been
made with respect to the general criteria for market fmai’nténanc‘e”by the spe-
cialist. Specialists’ dealingg and stabilization rateg have been subjected to higher
standards. In addition, standards of depth and, price continuity have been sub-
stantially increased, New amendments to our rules now set forth more clearly
that specialists’ actions in establishing, inereasing, liquidating or reducing posi-
tions must pe consistent with their market making funetion, Moreover; a com-
prehensive written examination is now required of all - applicants for specialistg’
registration. ~ : e

. In 1966, the odd-lot differentia] schedule wag amended in favor of the “small
investor” who places orders for less than 100 shares, The differential ig now 14
of a point on issues selling up to $55 per share as compareq with the previous
“cut off” level which was $40 per share. A differential of 14 of a point ig appli-
cable for Issues priced at $55 or above.

Although investigative activities have always been conducted by the Floor
Department, a formaj Investigation Division hag been created to enable the
Exchange to provide complete and prompt investigation into any questionable
activitieg occurring on the Floor. In carrying out its sel'f—regulatory role, any
indication of a rule infraction—whether it is brought to our attention through
our extensive surveillance bProcedures, by a Governor or member on the Floor,
or through a publie customer—ig thoroughly investigated, When: the facts disclose

disciplinary brocedures of the Exchange. If a public letter containg a complaint
or inquiry, 4 complete answer ig given and ap investigation conducted, if the
facts so warrant, ‘ A . , ‘

In 1963, our accountant-examiners began conducting annual surprise reviews
of the back office records of Specialists and registered traders. They also engage in
any -special investigative projects which may seem appropriate in the light of
overall surveillance objectives, , ,

Conclusion,

I realize thig letter ig lengthy, and I ask your fdrbearrance.k However I am plro‘ud
of our efforts to make certain that the bublic can invest in our market with




