
TITLE 15.-COMMERCE AND TRADE

any rule, regulation, or order thereunder. (May 27,
1933, ch. 38, title III, § 326, as added Aug. 3, 1939, ch.
411, 53 Stat. 1177.)

REFERENCES IN TEXT

The Securities Act of 1933, referred to in the text, is
classified to section 77a et seq. of this title, which is
subchapter I of this chapter.

The Securities Exchange Act of 1934, referred to in
the text, is classified to section 78a et seq. of this title
and to sections 77b-77e, 77J, 77k, 77m, 770 and 77s of*
this title.

The Public Utility Holding Company Act of 1935, re-
ferred to in the text, is classified to section 79 et seq. of
this title.

TRANSFER Os FUNcTIONs
All executive and administrative functions of the Se-

curities and Exchange Commission were, with certain ex-
ceptions, transferred to the Chairman of such Commis-
sion, with authority vested in him to authorize their
performance by any officer, employee, or administrative
unit under his jurisdiction, by 1950 Reorg. Plan No. 10,
§§ 1, 2, eff. May 24, 1950, 15 F. R. 3175, 64 Stat. 1265, set
out in note under section 78d of this title.

CROSS REFERENCES

Jurisdiction of other government agencies over securi-
ties under-

Investment Company Act of 1940, see section 80a-
49 of this title.

Public Utility Holding Company Act of 1935, see
section 79u of this title.

Securities Act of 1933, see sections 77r and 77y of
this title.

Securities Exchange Act of 1934, see section 78bb of
this title.

§ 77aaaa. Contrary stipulations void.

Any condition, stipulation, or provision binding
any person to waive compliance with any provision
of this subchapter or with any rule, regulation, or
order thereunder shall be void. (May 27, 1933, ch.
38, title IlI, § 327, as added Aug. 3, 1939, ch. 411.
53 Stat. 1177.)

CROSS REFERENCES
Contrary stipulations void under-

Investment Advisers Act of 1940, see section 80b-15
of this title.

Investment Company Act of 1940, see section 80a-46
of this title.

Public Utility Holding Company Act of 1935, see
section 79z of this title.

Securities Act of 1933, see section 77n of this title.
Securities Exchange Act of 1934, see section 78cc

of this title.

§ 77bbbb. Separability of provisions.
If any provision of this subchapter or the appli-

cation of such provision to any person or circum-
stance shall be held invalid, the remainder of the
subchapter and the application of such provision
to persons or circumstances other than those as
to which it is held invalid shall not be affected
thereby. (May 27, 1933, ch. 38, title III, § 328. as
added Aug. 3, 1939, ch. 411, 53 Stat. 1177.)

/
CROSS REFERENCES

Investment Advisers Act of 1940, see section 80b-19 of
this title.

Investment Company Act of 1940, see section 80a-50 of
this title.

Public Utility Holding Company Act of 1935, see section
79z-6 of this title.

Securities Act of 1933, see section 77z of this title.
Securities Exchange Act of 1934, see section 78gg of this

title.

Chapter 2B.-SECURITIES EXCHANGES
Sec.
78a. Short title.
78b. Necessity for regulation.
78c. Definitions and application.

(a) Definitions.
(b) Power to define technical, trade, and ac-

counting terms.
(c) Application to governmental departments

or agencies.
78d. Securities and Exchange Commission.
78d-1. Delegation of functions by Commission.

(a) Authorization; functions delegable; eligi-
ble persons; application of other laws.

(b) Right of review; procedure.
(c) Finality of delegated action.

78d-2. Transfer of functions with respect to assignment
of personnel to chairman.

78e. Transactions on unregistered exchanges.
78f. Registration of national securities exchanges
78g. Margin requirements.
78h. Restrictions on borrowing by members, brokers,

and dealers.
781. Manipulation of security prices.
78J. Manipulative and deceptive devices.
78k. Segregation and limitation of functions of mem-

bers, brokers, and dealers.
781. Registration requirements for securities.
781-1. Applications for unlisted trading privileges deemed

filed under section 781 of this title.
78m. Periodical and other reports.
78n. Proxies.
78o. Over-the-counter'markets; registration of brokers:

information and reports.
78o-1. Brokers deemed to be registered.
780-2. Liabilities arising prior to amendment unaffected.
78-3. Over-the-counter brokers' and dealers' associations;

registration.
(a) Association registration; national or affili-

ated; data.
(b) Prerequisites to national registration; as-

sociation rules.
(c) National association rules; provision for

registration of affiliated securities associ-
ation.

(d) Registration as affiliated association; pre-
requisites; association rules.

(e) Granting and denying registration; revo-
cation of affiliated association registra-
tion.

(f) Withdrawal from registration.
(g) Review by Commission of adverse action

against association members; stay of
action.

(h) Commission's action upon findings.
(1) Dealings with nonmember brokers or

dealers.
(j) Filing changes or additions to association

rules and current information.
(k) Abrogation and alteration of association

rules; supplement to association rules.
(1) Suspension of association or member; revo-

cation of registration; expulsion of mem-
ber; removal of officer or director.

(m) Exempt securities.
(n) Construction with other laws.

78p. Directors, officers, and principal stockholders.
78q. Accounts and records, reports, examinations of ex-

changes, members and others.
78r. Liability for misleading statements.
78s. Powers with respect to exchanges and securities.
78t. Liabilities of controlling persons.
78u. Investigations; injunctions and prosecution of of-

fenses.
78v. Hearings by Commission.
78w. Rules and regulations; annual reports.
78x. Information filed with the Commission.
78y. Court review of orders.
78z. Unlawful representations.
78aa. Jurisdiction of offenses and suits.
78bb. Effect on existing law
78cc. Validity of contracts.
78dd. Foreign securities exchanges.
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TITLE 15.-COMMERCE AND TRADE

Sec.
78ee. Registration fees.
78ff. Penalties.
78gg. Separability of provisions.
78hh. Effective date.
78hh-1. Effective date of certain sections.
7811, 78JJ. Omitted.

§ 78a. Short title.

This chapter may be cited as the "Securities Ex-
change Act of 1934." (June 6, 1934, ch. 404, § 1,
48 Stat. 881.)

CODIFICATION

This chapter in the original read, "This Act." The act
was divided into two titles as follows: "Title I-Regulation
of Securities Exchanges" and "Title II-Amendments to
Securities Act of 1933." This section was section 1 of
title I, which title is set out as sections 78a-781, 78m-
78o, and 78o-3 to 78hh of this title. Title II of the act
amended or repealed sections 77b-77e, 77J, 77k, 77m, 770,
and 77s. and added sections 7811 and 78Jj of this title.
Although these latter provisions were set out as a sep-
arate title, they were part of the act; hence, they are
technically a part of the "Securities Exchange Act of
1934."

CRoss REFERENCES

Corporation of Foreign Bondholders Act, 1933, see sec-
tion 77mm of this title.

Investment Advisers Act of 1940, see section 80b-20 of
this title.

Investment Company Act of 1940, see section 80a-51 of
this title.

Public Utility Holding Company Act of 1935, see section
79 of this title.

Securities Act of 1933, see section 77a of this title.
Trust Indenture Act of 1939, see section 77aaa of this

title.

§ 78b. Necessity for regulation.

For the reasons hereinafter enumerated, transac-
tions in securities as commonly conducted upon se-
curities exchanges and over-the-counter markets are
affected with a national public interest which makes
it necessary to provide for regulation and control of
such transactions and of practices and matters re-
lated thereto, including transactions by officers, di-
rectors, and principal security holders, to require
appropriate reports, and to impose requirements nec-
essary to make such regulation and control reason-
ably complete and effective, in order to protect inter-
state commerce, the national credit, the Federal
taxing power, to protect and make more effective the
national banking system and Federal Reserve Sys-
tem, and to insure the maintenance of fair and hon-
est markets in such transactions:

(1) Such transactions (a) are carried on in large
volume by the public generally and in large part
originate outside the States in which the ex-
changes and over-the-counter markets are located
and/or are effected by means of the mails and
instrumentalities of interstate commerce; (b)
constitute an important part of the current of
interstate commerce; (c) involve in large part the
securities of issuers engaged in interstate com-

merce; (d) involve the use of credit, directly affect
the financing of trade, industry, and transporta-
tion in interstate commerce, and directly affect
and influence the volume of interstate commerce;

and affect the national credit.
(2) The prices established and offered in such

transactions are generally disseminated and
quoted throughout the United States and foreign

2,6-500 0-65--vol. 3-42

countries and constitute a basis for determining
and establishing the prices at which securities
are bought and sold, the amount of certain taxes
owing to the United States and to the several
States by owners, buyers, and sellers of securities,
and the value of collateral for bank loans.

(3) Frequently the prices of securities on such
exchanges and markets are susceptible to ma-
nipulation and control, and the dissemination of
such prices gives rise to excessive speculation,
resulting in sudden and unreasonable fluctuations
in the prices of securities which (a) cause alter-
nately unreasonable expansion and unreasonable
contraction of the volume of credit available for
trade, transportation, and industry in interstate
commerce, (b) hinder the proper appraisal of the
value of securities and thus prevent a fair calcula-
tion of taxes owing to the United States and to
the several States by owners, buyers, and sellers of
securities, and (c) prevent the fair valuation of
collateral for bank loans and/or obstruct the
effective operation of the national banking system
and Federal Reserve System.

(4) National emergencies, which produce wide-
spread unemployment and the dislocation of trade,
transportation, and industry, and which burden
interstate commerce and adversely affect the gen-
eral welfare, are precipitated, intensified, and
prolonged by manipulation and sudden and un-
reasonable fluctuations of security prices and by
excessive speculation on such exchanges and
markets, and to meet such emergencies the Fed-
eral Government is put to such great expense as
to burden the national credit.

(June 6, 1934, ch. 404, § 2, 48 Stat. 881.)

CROSS REFEREiicEs

Findings and declaration of policy under Investment
Company Act of 1940, see section 80a-1 of this title.

Findings under Investment Advisers Act of 1940, see
section 80b-1 of this title.

Necessity for-
Control of holding companies, see section 79a of

this title.
Regulation under Trust Indenture Act of 1939, see

section 77bbb of this title.

§ 78c. Definitions and application.

(a) Definitions.
When used in this chapter, unless the context

otherwise requires-
(1) The term "exchange" means any organiza-

tion, association, or group of persons, whether in-
corporated or unincorporated, which constitutes,
maintains, or provides a market place or facilities
for bringing together purchasers and sellers of
securities or for otherwise performing with respect
to securities the functions commonly performed
by a stock exchange as that term is generally
understood, and includes the market place and
the market facilities maintained by such exchange.

(2) The term "facility" when used with respect
to an exchange includes its premises, tangible or
intangible property whether on the premises or
not, any right to the use of such premises or
property or any service thereof for the purpose of
effecting or reporting a transaction on an ex-
change (including, among other things, any
system of communication to or from the exchange,
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by ticker or otherwise, maintained by or with the
consent of the exchange), and any right of the
exchange to the use of any property or service.

(3) The term "member" when used with respect
to an exchange means any person who is permitted
either to effect transactions on the exchange,
without the services of another person acting as
broker, or to make use of the facilities of an ex-
change for transactions thereon without payment
of a commission or fee or with the payment of a
commission or fee which is less than that charged
the general public, and includes any firm transact-
ing a business as broker or dealer of which a
member is a partner, and any partner of any
such firm.

(4) The term "broker" means any person en-
gaged in the business of effecting transactions in
securities for the account of others, but does not
include a bank.

(5) The term "dealer" means any person en-
gaged in the business of buying and selling securi-
ties for his own account, through a broker or
otherwise, but does not include a bank, or any
person insofar as he buys or sells securities for his
own account, either individually or in some fiduci-
ary capacity, but not as a part of a regular
business.

(6) The term "bank" means (A) a banking in-
stitution organized under the laws of the United
States, (B) a member bank of the Federal Reserve
System, (C) any other banking institution,
whether incorporated or not, doing business under
the laws of any State or of the United States, a
substantial portion of the business of which con-
sists of receiving deposits or exercising fiduciary
powers similar to those permitted to national
banks under section 248 (k) of Title 12, and which
is supervised and examined by State or Federal
authority having supervision over banks, and
which Is not operated for the purpose of evading
the provisions of this chapter, and (D) a receiver,
conservator, or other liquidating agent of any
institution or firm included in clauses (A), (B), or
(C) of this paragraph.

(7) The term "director" means any director of
a corporation or any person performing similar
functions with respect to any organization,
whether incorporated or unincorporated.

(8) The term "issuer" means any person who
issues or proposes to issue any security; except
that with respect to certificates of deposit for

securities, voting-trust certificates, or collateral-
trust certificates, or with respect to certificates of
interest or shares in an unincorporated invest-
ment trust not having a board of directors or of
the fixed, restricted management, or unit type,
the term "issuer" means the person or persons
performing the acts and assuming the duties of
depositor or manager pursuant to the provisions
of the trust or other agreement or instrument
under which such securities are issued; and ex-
cept that with respect to equipment-trust certifi-
cates or like securities, the term "issuer" means
the person by whom the equipment or property is,

or is to be, used.

(9) The term "person" means an individual, a
corporation, a partnership, an association, a joint-
stock company, a business trust, or an unincorpo-
rated organization.

(10) The term "security" means any note,
stock, treasury stock, bond, debenture, certificate
of interest or participation in any profit-sharing
agreement or in any oil, gas, or other mineral
royalty or lease, any collateral-trust certificate,
preorganization certificate or subscription, trans-
ferable share, investment contract, voting-trust
certificate, certificate of deposit, for a security, or
in general, any instrument commonly known as a
"security"; or any certificate of interest or paf-
ticipation in, temporary or interim certificate for,
receipt for, or warrant or right to subscribe to or
purchase, any of the foregoing; but shall not in-
clude currency or any note, draft, bill of exchange,
or banker's acceptance which has a maturity at
the time of issuance of not exceeding nine months,
exclusive of days of grace, or any renewal thereof
the maturity of which is likewise limited.

(11) The term "equity security" means any
stock or similar security; or any security con-
vertible, with or without consideration, into such
a security, or carrying any warrant or right to
subscribe to or purchase such a security; or any
such warrant or right; or any other security which
the Commission shall deem to be of similar nature
and consider necessary or appropriate, by such
rules and regulations as it may prescribe in the
public interest or for the protection of investors,
to treat as an equity security.

(12) The term "exempted security" or "ex-
empted securities" shall include securities which
are direct obligations of or obligations guaranteed
as to principal or interest by the United States;
such securities issued or guaranteed by corpora-
tions in which the United States has a direct or
indirect interest as shall be designated for exemp-
tion by the Secretary of the Treasury as neces-
sary or appropriate in. the public interest or for
the protection of investors; securities which are
direct obligations of or obligations guaranteed as
to principal or interest by a State or any political

subdivision thereof or any agency or instrumen-
tality of a State or any political subdivision

thereof or any municipal corporate instrumen-
tality of one or more States; and such other se-
curities (which may include, among others, un-
registered securities, the market in which is
predominantly intrastate) as the Commission
may, by such rules and regulations as it deems
necessary or appropriate in the public interest or
for the protection of investors, either uncondi-
tionally or upon specified terms and conditions or
for stated periods, exempt from the operation of
any one or more provisions of this chapter which
by their terms do not apply to an "exempted se-
curity" or to "exempted securities."

(13) The terms "buy" and "purchase" each in-
clude any contract to buy, purchase, or otherwise

acquire.
(14) The terms "sale" and "sell" each include

any contract to sell or otherwise dispose of.
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(15) The term "Commission" means the Securi-
ties and Exchange Commission established by sec-
tion 78d of this title.

(16) The term "State" means any State of the
United States, the District of Columbia, Puerto
Rico, the Canal Zone, the Virgin Islands, or any
other possession of the United States.

(17) The term "interstate commerce" means
trade, commerce, transportation, or communica-
tion among the several States, or between any
foreign country and any State, or between any
State and any place or ship outside thereof.

(18) The term "person associated with a broker
or dealer" means any partner, officer, director, or
branch manager of such broker or dealer (or any
person occupying a similar status or performing
similar functions), or any person directly or indi-
rectly controlling or controlled by such broker or
dealer, including any employee of such broker or
dealer, except that for the purposes of section
78o(b) of this title (other than paragraph (7)
thereof), persons associated with a broker or
dealer whose functions are clerical or ministerial
shall not be included in the meaning of such term.
The Commission may by rules and regulations
classify, for the purpose of any portion or portions
of this chapter, persons, including employees,
controlled by a broker or a dealer.

(19) The terms "investment company", "affili-
ated person", and "insurance company" have the
same meanings as in the Investment Company Act
of 1940.

(20) The terms "investment adviser" and "un-
derwriter" have the same meaning as in the In-
vestment Advisers Act of 1940.

(21) The term "person associated with a mem-
ber" means a person who is registered with a
registered securities association pursuant to its
rules or who is associated with a broker or dealer
which is a member of such association.

(b) Power to define technical, trade, and accounting
terms.

The Commission and the Board of Governors of
the Federal Reserve System, as to matters within
their respective jurisdictions, shall have power by
rules and regulations to define technical, trade, and
accounting terms used in this chapter insofar as such
definitions are not inconsistent with the provisions
of this chapter.

(c) Application to governmental departments or
agencies.

No provision of this chapter shall apply to, or be
deemed to include, any executive department or in-
dependent establishment of the United States, or
any lending agency which is wholly owned, directly
or indirectly, by the United States, or any officer,
agent, or employee of any such department, estab-
lishment, or agency, acting in the course of his of-
ficial duty as such, unless such provision makes
specific reference to such department, establishment,
or agency. (June 6, 1934, ch. 404, § 3, 48 Stat. 882;
Aug. 23, 1935, ch. 614, § 203 (a), 49 Stat. 704; Proc.
No 2695, eff. July 4, 1946, 11 F. R. 7517, 60 Stat.
1352; June 25, 1959, Pub. L. 86-70, § 12(b), 73 Stat.
143; July 12, 1960, Pub. L. 86-624, § 7(b), 74 Stat.
412; Aug. 20, 1964, Pub. L. 88-467, § 2, 78 Stat. 565.)

REFERENC S IN TEXT

Subsec. (k) of section 248 of Title 12 referred to in
subsec. (a) was repealed by Pub. L. 87-722, § 3, Sept. 28,
1962, 76 Stat. 670, and is now covered by section 92a of
Title 12, Banks and Banking.

This chapter referred to in subsecs. (a), (b) and (c)
in the original read "This Act". See codification note
under section 78a of this title.

The Investment Company Act of 1940, referred to in
subsec. (a) (19), is classified to section 80a--1 et seq. of
this title.

The Investment Advisers Act of 1940. referred to in
subsec. (a) (20), is classified to section 80b-1 et seq, of
this title.

CODIFICATION

Words "Philippine Islands" were deleted from defini-.
tion of term "State" in subsec. (a) (16) under author-
ity of Proc. No. 2695, which granted independence to the
Philippine Islands. Proc. No. 2695 was issued pursuant to
section 1394 of Title 22, Foreign Relations and Inter-
course, and is set out as a note under that section.

AMENDMENTS

1964-Subsecs. (a)(18)-(21). Pub. L. 88-467 added
pars. (18)-(21).

1960--Subsee. (a)(16). Pub. L. 86-624 eliminated
"Hawaii," preceding "Puerto Rico."

1959-Subsec. (a). Pub. L. 86-70 eliminated "Alaska,"
preceding "Hawaii" in cl. (16).

CHANGE OF NAME

Subsection (b) amended by act Aug. 23, 1935, which
substituted "Board of Governors of the Federal Reserve
System" for "Federal Reserve Board".

EFFECTIvE DATE OF 1964 AMENDMENT

Section 13 of Pub. L. 88-467 provided that:
"The amendments made by this Act [Pub. L. 88-467]

shall take effect as follows:
"(1) The effective date of section 12(g)(1) of the

Securities Exchange Act of 1934, as added by section 3(c)
of this Act [section 781(g) (1) of this title], shall be July
1, 1964.

"(2) The effective date of the amendments to sections
12(b) and 15(a) of the Securities Exchange Act of 1934,
contained in sections 3(a) and 6(a), respectively, of this
Act [sections 781(b) (1) (I)-(L), (3) and 78o(a) of this
title] shall be July 1, 1964.

"(3) All other amendments contained in this Act [to
sections 77d, 78c, 781(f), (g) (2)-(5), (h), (i), 78m, 78n,
78o(b), (c) (4), (5), (d), 78o-3, 78p, 78t, 78w, and 78ff of
this title] shall take effect on the date of its enactment
[Aug. 20, 1964]."

SHORT TITLE
Section 1 of Pub. L. 88-467 provided: "That this Act

[which amended sections 77d, 78c, 781---78o, 78o--3, 78p,
78t, 78w, and 78ff of this title and enacted provisions set
out as a note under this section] may be cited as the 'Se-
curities Acts Amendments of 1964'." 1

TRANSFER OF FUNCTIONS
All executive and administrative functions of the

Securities and Exchange Commission were, with certain
exceptions, transferred to the Chairman of such Com-
mission, with authority vested in him to authorize their
performance by any officer, employee, or administrative
unit under his Jurisdiction, by 1950 Reorg. Plan No. 10,
§§ 1, 2. eff. May 24, 1950, 15 F. R. 3175, 64 Stat. 1265, set
out in note under section 78d of this title.

CRoss E cFECS

Applicability to United States, States, or their govern-
mental agencies of-

Investment Advisers Act of 1940, see section 80b-2
(b) of this title.

Investment Company Act of 1940. see section 80a-2
(b) of this title.

Public Utility Holding Company Act of 1935, see
section 79b (c) of this title.

Bretton Woods Agreement Act, exempted securities
under, see sections 286k-1 and 286k-2 of Title 22, Foreign
Relations and Intercourse.
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Definition of terms-
Dealer, Issuer, person, security, and sale and sell

under Securities Act of 1933, see section 77b of this
title.

Director, and sale and sell, under Trust Indenture
Act of 1939, see section 77ccc of this title.

Director, person, security, buy and purchase, and
sale and sell under Public Utility Holding Company
Act of 1935, see section 79b of this title.

Exchange, broker, dealer, bank, director, issuer,
person, security, sale and sell, investment company,
affiliated person, and insurance company under In-
vestment Company Act of 1940, see section 80a-2 of
this title.

Exchange, broker, dealer, bank, director, person,
security, investment adviser, and underwriter under
Investment Advisers Act of 1940, see section 80b-2 of
this title.

Fraudulent, deceptive, or manipulative acts and
practices, devices and contrivances, power of Com-
mission to define, see section 780 (c) of this title.

Investment adviser, see section 80b-2 of this title.
Nonmember broker or dealer, see section 78o-3 (i)

(2) of this title.
Put, call, straddle, option, or privilege not to in-

clude registered warrant, right, or convertible se-
curity, see section 781 of this title.

Exempted securities, manipulation of security prices as
inapplicable to, see section 78i of this title.

Exempted securities under-
Securities Act of 1933, see section 77c of this title.
Trust Indenture Act of 1939, see section 77ddd of

this title.
Inter-American Development Bank Act, exempted se-

curities under, see section 283h of Title 22, Foreign Rela-
tions and Intercourse.

Power to define technical, trade, and accounting terms
under-

Investment Company Act of 1940, see section
60a-37 of this title.

Public Utility Holding Company Act of 1935, see
section 79t of this title.

Securities Act of 1933, see section 77s of this title.
Trust Indenture Act of 1939, see section "7sss of

this title.
Rules and regulations, power of Commission and Board

of Governors of Federal Reserve System to make, see sec-
tion 78w of this title.

§ 78d. Securities and Exchange Commission.

(a) There is established a Securities and Exchange

Commission (hereinafter referred to as the "Com-
mission") to be composed of five commissioners to be
appointed by the President by and with the advice
and consent of the Senate. Not more than three of
such commissioners shall be members of the same
political party, and in making appointments mem-
bers of different ,political parties shall be appointed
alternately as nearly as may be practicable. No
commissioner shall engage In any other business,
vocation, or employment than that of serving as
commissioner, nor shall any commissioner partici-
pate, directly or indirectly, in any stock-market
operations or transactions of a character subject to
regulation by the Commission pursuant to this chap-
ter. Each commissioner shall hold office for a term
of five years and until his successor Is appointed and
has qualified, except that he shall not so continue
to serve beyond the expiration of the next session of
Congress subsequent to the expiration of said fixed
term of office, and except (1) any commissioner ap-

pointed to fill a vacancy occurring prior to the ex-

piration of the term for which his predecessor was
appointed shall be appointed for the remainder of

such term, and (2) the terms of office of the com-

missioners first taking office after June 6, 1934, shall

expire as designated by the President at the time of
nomination, one at the end of one year, one at the
end of two years, one at the end of three years, one
at the end of four years, and one at the end of five
years, after June 6, 1934.

(b) The Commission is authorized to appoint
such officers, attorneys, examiners, and other ex-
perts as may be necessary for carrying out its func-
tions under this chapter, and the Commission may,
subject to the civil-service laws, appoint such other
officers and employees as are necessary in the execu-
tion of its functions and fix their salaries in accord-
ance with the Classification Act of 1949. (June 6,
1934, ch. 404, § 4, 48 Stat. 885; Oct. 15, 1949, ch. 695,
§ 5 (a), 63 Stat. 880; Oct. 28, 1949, ch. 782, title XI,
§ 1106(a), 63 Stat. 972; July 12, 1960, Pub. L. 86-
619, § 3, 74 Stat. 408; Sept. 13, 1960, Pub. L. 8 6 , 7 7 1,
74 Stat. 913; Aug. 14, 1964, Pub. L. 88-426, title III,
§ 305(20), 78 Stat. 425.)

REMUNcEs IN TEhxT
This chapter referred to In subsecs. (a) and (b) in the

original read "This Act". See codification note under
section 78a of this title.

The civil-service laws and the Classification Act of
1949, referred to in subsec. (b). are classified to chapters
12 and 21, respectively, of Title 5, Executive Departments
and Government Officers and Employees.

CODIFICATION

Provisions of subsec. (b) which authorized the Com-
mission to fix the compensation of officers, attorneys,
examiners, and other experts without regard to the pro-
visions of other laws applicable to the employment and
compensation of officers and employees of the United
States were omitted as obsolete and superseded, since the
positions referred to in that subsection are now in the
classified civil service and subject to the applicable com-
pensation schedules.

The authority for covering excepted positions into the
classified civil service was given the President by section
631a of Title 5, Executive Departments and Government
Officers and Employees. By Executive Order 8743, Apr. 23,
1941, set out as a note under section 631a, the President
exercised this authority with respect to many previously
excepted positions.

AMENDMENTS

1964--Subsec. (a). Pub. L. 88-426 repealed provisions
which prescribed the compensation of the Chairman and
the Commissioners. See section 2211 of Title 5, Execu-
tive Departments and Government Officers and Employ-
ees.

1960-Subsec. (a). Pub. L. 86-771 authorized the chair-
man to receive an additional $500 a year.

Pub. L. 86-619 increased the salary of each commis-
sioner from $15,000 to $20,000 a year to conform to pro-
visions of section 2205(a) (45) of Title 5, Executive De-
partments and Government Officers and Employees, and
provided for continuation in office of a commissioner
upon termination of his term until a successor is ap-
pointed and has qualified, not beyond expiration of next
session of Congress subsequent to the expiration of said
fixed term of office.

1949-Subsec. (a). Act Oct. 15, 1949, increased the
compensation of the commissioners from $10,000 to $15,000
per annum.

Subsec. (b). Act Oct. 28, 1949, substituted the "Classi-
fication Act of 1949" for the "Classification Act of 1923,
as amended".

EFFECTIVE DATE OF 1964 AMENDMENT

Amendment of section by Pub. L. 88-426 effective on
the first day of the first pay period which begins on or
after July 1, 1964, except to the extent provided in sec-
tion 501(c) of Pub. L. 88-426, see section 501 of Pub. L.
88-426, set out as a note under section 1113 of Title 5,
Executive Departments and Government Officers and
Employees.
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EMERGENCY PREPAREDNESS FUNCTIONS

Ex. Ord. No. 11094, Feb. 26, 1963, 28 FR. 1855, directed
the Securities and Exchange Commission to prepare na-
tional emergency plans and develop preparedness pro-
grams covering functions assigned to it by the Executive
Order, designed to develop a state of readiness with respect
to all conditions of national emergency, including attack
upon the United States.

TRANSFER OF FUNCTIONS

All executive and administrative functions of the Se-
curities and Exchange Commission were, with certain
exceptions, transferred to the Chairman of such Commis-
sion, with authority vested in him to authorize their
performance by any officer, employee, or administrative
unit under his jurisdiction, by 1950 Reorg. Plan No. 10,
eff. May 24, 1950, 15 F. R. 3175, 64 Stat. 1265, set out below.

DESIGNATION OF CHAIRMAN

Section 3 of 1950 Reorg. Plan No. 10, eff. May 24, 1950,
15 F. R. 3175, 64 Stat. 1265, set out below, transferred the
functions of the Securities and Exchange Commission
with respect to choosing its Chairman from among the
membership thereof to the President.

COMPENSATION OF CHAIRMAN AND COMMISSIONERS

Compensation of Chairman and Commissioners, see
section 2211 of Title 5, Exelcutive Departments and Gov-
ernment Officers and Employees.

CROSS REFERENCES
Appointment and compensation of-

Officers, attorneys, examiners, etc., by Securities and
Exchange Commission for carrying out its functions
under Bankruptcy Act, see section 665 (b) of Title 11,
Bankruptcy.

Officers, etc., under Investment Advisers Act of
1940, see section 80b-18 of this title.

Officers, etc., under Investment Company Act of
1940, see section 80a-45 of this title.

Officers, etc., under Public Utility Holding Company
Act of 1935, see section 79z-5 of this title.

Officers, etc., under Trust Indenture Act of 1939, see
section 77uuu of this title.

Commission, definition of, see section 78c of this title.
Jurisdiction of Commission unaffected by Trust Inden-

ture Act of 1939, see section 77zzz of this title.
Reorganization of corporations--

Alteration or modification of plan, submission to
Commission, see section 622 of Title 11, Bankruptcy.

Appearance and participation in proceedings, see
section 608 of Title 11.

Approval of plan by court after submission, see
sections 573, 574 of Title 11.

Compensation and allowance, hearing on applica-
tion, see section 647 of Title 11.

Compensation and costs and expenses not to be
allowed, see section 642 of Title 11.

Confirmation of plan, notice of, see section 579 of
Title 11.

Form of reports and summaries by trustees and
debtors in possession, see section 590 of Title 11.

Notices, see section 665 of Title 11.
Papers and records in proceedings, transmission of

copies to Commission, see section 665 of Title 11.
Petition, notice of hearing on, see section 561 of

Title 11.
Submission by trustee of statement of investigation

of property, liabilities and financial condition of
debtor, see section 567 of Title 11.

Submission of information, including Commission's
report or summary thereof, to creditors and stock-
holders after approval, see section 575 of Title 11.

Submission of plan for examination and report,
see section 572 of Title 11.

Time for hearing on proposed plan, see section 571
of Title 11.

1950 REORGANIZATION PLAN NO. 10

15 F. R. 3175, 64 Stat. 1265

Prepared by the President and transmitted to the Sen-
ate and the House of Representatives in Congress as-
sembled, March 13, 1950, pursuant to the provisions of the

Reorganization Act of 1949, approved June 20, 1949 [sec-
tions 133z to 133z-15 of Title 5, Executive Departments
and Government Officers and Employees].

SECURITIES AND EXCHANGE COMMISSION

§ 1. TRANSFER OF FUNCTIONS TO THE CHAIRMAN

(a) Subject to the provisions of subsection (b) of this
section there are hereby transferred from the Securities
and Exchange Commission, hereinafter referred to as the
Commission, to the Chairman of the Commission, here-
inafter referred to as the Chairman, the executive and
administrative functions of the Commission, including
functions of the Commission with respect to (1) the ap-
pointment and supervision of personnel employed under
the Commission, (2) the distribution of business among
such personnel and among administrative units of the
Commission, and (3) the use and expenditure of funds.

(b) (1) In carrying out any of his functions under the
provisions of this section the Chairman shall be governed
by general policies of the Commission and by such regu-
latory decisions, findings, and determinations as the Com-
mission may by law be authorized to make.

(2) The appointment by the Chairman of the heads
of major administrative units under the Commission shall
be subject to the approval of the Commission.

(3) Personnel employed regularly and full time in the
immediate offices of Commissioners other than the Chair-
man shall not be affected by the provisions of this re-
organization plan.

(4) There are hereby reserved to the Commission its
functions with respect to revising budget estimates and
with respect to determining upon the distribution of
appropriated funds according to major programs and
purposes.

§ 2. PERFORMANCE or TRANSFERRED FUNcTIONS

The Chairman may from time to time make such pro-
visions as he shall deem appropriate authorizing the per-
formance by any officer, employee, or administrative unit
under his jurisdiction of any function transferred to the
Chairman by the provisions of section 1 of this reorganiza-
tion plan.

§ 3. DESIGNATION OF CHAIRMAN

The functions of the Commission with respect to choos-
ing a Chairman from among the Commissioners compos-
ing the Commission are hereby transferred to the
President.

§ 78d-1. Delegation of functions by Commission.

(a) Authorization; functions delegable; eligible per-
sons; application of other laws.

In addition to its existing authority, the Securities

and Exchange Commission, hereinafter referred to

as the "Commission", shall have the authority to

delegate, by published order or rule, any of its func-

tions to a division of the Commission, an individual

Commissioner, a hearing examiner, or an employee
or employee board, including functions with respect

to hearing, determining, ordering, certifying, report-

ing, or otherwise acting as to any work, business, or

matter: Provided, however, That nothing herein con-

tained shall be deemed to supersede the provisions

of section 1006(a) of Title 5: And provided further,

That nothing herein contained shall be deemed to

authorize the delegation of the function of rule-

making as defined in the Administrative Procedure

Act of 1946, as amended, with reference to general

rules as distinguished from rules of particular ap-

plicability, or of the making of any rule, regulation,

or order pursuant to section 78s(b) of this title.

(b) Right of review; procedure.

With respect to the delegation of any of its func-

tions, as provided in subsection (a) of this section,

the Commission shall retain a discretionary right

to review the action of any such division of the
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Commission, individual Commissioner, hearing ex-
aminer, employee, or employee board, upon its own
initiative or upon petition of a party to or an inter-
venor in such action, within such time and in such
manner as the Commission shall by rule prescribe:
Provided, however, That the vote of one member of
the Commission shall be sufficient to bring any such
action before the Commission for review: And pro-
vided further, That in the event action at a dele-
gated level (1) denies any request for action pur-
suant to section 77h(a) or section 77h(c) of this
title or the first sentence of section 781(d) of this
title; (2) suspends, denies, or revokes a broker-dealer
registration pursuant to section 780 of this title; (3)
suspends, denies, or withdraws any registration or
suspends or expels a member of a natiorial securities
exchange pursuant to section 78s(a) of this title;
or (4) suspends trading on an exchange pursuant
to section 78s(a) of this title, a person or party ad-
versely affected by such action shall be entitled to
review by the Commission.

(c) Finality of delegated actions.
Should the right to exercise such review be de-

clined, or should no such review be sought within
the time stated in the rules promulgated by the
Commission, then the action of any such division
of the Commission, Individual Commissioner, hear-
ing examiner, employee, or employee board, shall,
for all purposes, including appeal or review thereof,
be deemed the action of the Commission. (Pub. L
87-592, § 1, Aug. 20, 1962, 76 Stat. 394.)

REFERENCES IN TEXT
The Administrative Procedure Act of 1946, as amended,

referred to in subsec. (a), is classified to chapter 19 of
Title 5, Executive Departments and Government Officers
and Employees.

CODIFICATION

Section is not part of the Securities Exchange Act of
1934 which comprises this chapter.

CROSS REFERENCES

Transfer of functions to chairman in respect to assign-
ment of personnel, see section 78d-2 of this title.
§ 78d-2. Transfer of functions with respect to assign-

ment of personnel to chairman.
In addition to the functions transferred by the

provisions of Reorganization Plan Numbered 10 of
1950 (64 Stat. 1265), there are transferred from
the Commission to the Chairman of the Commission
the functions of the Commission with respect to
the assignment of Commission personnel, including
Commissioners, to perform such functions as may
have been delegated by the Commission to Commis-
sion personnel, including Commissioners, pursuant
to section 78d-1 of this title. (Pub. L. 87-592, § 2,
Aug. 20, 1962, 76 Stat. 395.)

REFERENCES IN TEXT

Reorganization Plan Numbered 10 of 1950 (64 Stat.
1265), referred to in the text, is set out as a note under
section 78d of this title.

CODIFICATION

Section is not part of the Securities Exchange Act of
1934 which comprises this chapter.

§ 78e. Transactions on unregistered exchanges.
It shall be unlawful for any broker, dealer, or ex-

change, directly or indirectly, to make use of the
mails or any means or instrumentality of interstate

commerce for the purpose of using any facility of an
exchange within or subject to the jurisdiction of the
United States to effect any transaction in a security,
or to report any such transaction, unless such ex-
change (1) is registered as a national securities ex-
change under section 78f of this title, or (2) Is
exempted from such registration upon application by
the exchange because, in the opinion of the Com-
mission, by reason of the limited volume of transac-
tions effected on such exchange, it is not practicable
and not necessary or appropriate in the public in-
terest or for the protection of investors to require
such registration. (June 6, 1934, ch. 404, § 5, 48
Stat. 885.)

TRANSFER OF FUNCTIONS

All executive and administrative functions of the Secu-
rities and Exchange Commission were, with certain excep-
tions, transferred to the Chairman of such Commission,
with authority vested in him to authorize their perform-
ance by any officer, employee, or administrative unit under
his jurisdiction, by 1950 Reorg. Plan No. 10, §§ 1, 2, eff.
May 24, 1950, 15 F. R. 3175, 64 Stat. 1265, set out in note
under section 78d of this title.

CRoss REFERENCES
Effective date, see section 78hh of this title.

§ 78f. Registration of national securities exchanges.

(a) Any exchange may be registered with the
Commission as a national securities exchange under
the terms and conditions hereinafter provided in
this section, by filing a registration statement In such
form as the Commission may prescribe, containing
the agreements, setting forth the information, and
accompanied by the documents, below specified:

(1) An agreement (which shall not be con-
strued as a waiver of any constitutional right or
any right to contest the validity of any rule or
regulation) to comply, and to enforce so far as is
within its powers compliance by its members, with
the provisions of this chapter, and any amend-
ment thereto and any rule or regulation made or
to be made thereunder;

(2) Such data as to its organization, rules or
procedure, and membership, and such other In-
formation as the Commission may by rules and
regulations require as being necessary or appro-
priate in the public interest or for the protection
of investors;

(3) Copies of its constitution, articles of incor-
poration with all amendments thereto, and of Its
existing bylaws or rules or instruments corre-
sponding thereto, whatever the name, which are
hereinafter collectively referred to as the "rules
of the exchange"; and

(4) An agreement to furnish to the Commission
copies of any amendments to the rules of the ex-
change forthwith upon their adoption.
(b) No registration shall be granted or remain in

force unless the rules of the exchange include provi-
sion for the expulsion, suspension, or disciplining of
a member for conduct or proceeding inconsistent
with just and equitable principles of trade, and de-
clare that the willful violation of any provisions of
this chapter or any rule or regulation thereunder
shall be considered conduct or proceeding inconsist-
ent with just and equitable principles of trade.

(c) Nothing in this chapter shall be construed to
prevent any exchange from adopting and enforcing
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any rule not inconsistent with this chapter and the
rules and regulations thereunder and the applicable
laws of the State in which it is located.

(d) If it appears to the Commission that the ex-
change applying for registration is so organized as
to be able to comply with the provisions of this
chapter and the rules and regulations thereunder
and that the rules of the exchange are just and
adequate to insure fair dealing and to protect In-
vestors, the Commission shall cause such exchange to
be registered as a national securities exchange.

(e) Within thirty days after the filing of the
application, the Commission shall enter an order
either granting or, after appropriate notice and
opportunity for hearing, denying registration as a
national securities exchange, unless the exchange
applying for registration shall withdraw its appli-
cation or consent to the Commission's deferring
action on Its application for a stated longer period
after the date of filing. The filing with the Com-
mission of an application for registration by an
exchange shall be deemed to have taken place upon
the receipt thereof. Amendments to an application
may be made upon such terms as the Commission
may prescribe.

(f) An exchange may, upon appropriate applica-
tion in accordance with the rules and regulations
of the Commission, and upon such terms as the
Commission may deem necessary for the protection
of investors, withdraw its registration. (June 6, 1934,
ch. 404, § 6, 48 Stat. 885.)

REFERENCES IN TEXT

This chapter, referred to in subsecs. (a), (b), (c) and
(d), in the original read "This Act". See codification note
under section 78A of this title.

TRANSFER OF FuNcTioNs

All executive and administrative functions of the Se-
curities and Exchange Commission were, with certain
exceptions, transferred to the Chairman of such Com-
mission, with authority vested in him to authorize their
performance by any officer, employee, or administrative
unit under his jurisdiction, by 1950 Reorg. Plan No. 10,
J 1 , 2, eff. May 24, 1950, 15 F. R. 3175, 64 Stat. 1265, set out
in note under section 78d of this title.

CRoss REFERENCES

Effective date, see section 78hh of this title.
Exchange registered under this section as national

securities exchange under Investment Company Act of
1940, see section 80a-2 (25) of this title.

National securities exchange defined, see section 80
b-2 of this title.

Rules and regulations, power of Commission and Board
of Governors of Federal Reserve System to make, see sec-
tion 78w of this title.

Transactions on unregistered exchanges prohibited, see
section 78e of this title.

§ 78g. Margin requirements.
(a) For the purpose of preventing the excessive

use of credit for the purchase or carrying of securi-
ties, the Board of Governors of the Federal Reserve
System shall, prior to October 1, 1934, and from time
to time thereafter, prescribe rules and regulations
with respect to the amount of credit that may be in-
itially extended and subsequently maintained on any
security (other than an exempted security) registered
on a national securities exchange. For the initial
extension of credit, such rules and regulations shall
be based upon the following standard: An amount not
greater than whichever is the higher of-

(1) 55 per centum of the current market price
of the security, or

(2) 100 per centum of the lowest market price
of the security during the preceding thirty-six
calendar months, but not more' than 75 per
centum of the current market price.

Such rules and regulations may make appropriate
provision with respect to the carrying of undermar-
gined accounts for limited periods and under speci-
fied conditions; the withdrawal of funds or securities;
the substitution or additional purchases of securities;
the transfer of accounts from one lender to another;
special or different margin requirements for delayed
deliveries, short sales, arbitrage transactions, and se-
curities to which paragraph (2) of this subsection
does not apply; the bases and the methods to be used
in calculating loans, and margins and market prices;
and similar administrative adjustments and details.
For the purposes of paragraph (2) of this subsection,
until July 1, 1936, the lowest price at which a se-
curity has sold on or after July 1, 1933, shall be
considered as the lowest price at which such security
has sold during the preceding thirty-six calendar
months.

(b) Notwithstanding the provisions of subsection
(a) of this section, the Board of Governors of the
Federal Reserve System, may, from time to time,
with respect to all or specified securities or transac-
tions, or classes of securities, or classes of trans-
actions, by such rules and regulations (1) pre-
scribe such lower margin requirements for the
initial extension or maintenance of credit as It deems
necessary or appropriate for the accommodation of
commerce and industry, having due regard to the
general credit situation of the country, and (2) pre-
scribe such higher margin requirements for the initial
extension or maintenance of credit as it may deem
necessary or appropriate to prevent the excessive use
of credit to finance transactions in securities.

(c) It shall be unlawful for any member of a
national securities exchange or any broker or dealer
who transacts a business in securities through the
medium of any such member, directly or Indirectly to
extend or maintain credit or arrange for the exten-
sion or maintenance of credit to or for any cus-
tomer-

(1) On any security (other than an exempted
security) registered on a national securities ex-
change, in contravention of the rules and regula-
tions which the Board of Governors of the Federal
Reserve System shall prescribe under subsec-
tions (a) and (b) of this section.

(2) Without collateral or on any collateral
other than exempted securities and/or securities
registered upon a national securities exchange,
except in accordance with such rules and regula-
tions as the Board of Governors of the Federal
Reserve System may prescribe (A) to permit under
specified conditions and for a limited period any
such member, broker, or dealer to maintain a
credit initially extended in conformity with the
rules and regulations of the Board of Governors
of the Federal Reserve System, and (B) to permit
the extension or maintenance of credit in cases
where the extension or maintenance of credit
is not for the purpose of purchasing or carrying
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securities or of evading or circumventing the
provisions of paragraph (1) of this subsection.

(d) It shall be unlawful for any person not sub-
ject to subsection (c) of this section to extend or
maintain credit or to arrange for the extension
or maintenance of credit for the purpose of pur-
chasing or carrying any security registered on a
national securities exchange, in contravention of
such rules and regulations as the Board of Gov-
ernors of the Federal Reserve System shall pre-
scribe to prevent the excessive use of credit for
the purchasing or carrying of or trading in secu-
rities in circumvention of the other provisions of
this section. Such rules and regulations may impose
upon all loans made for the purpose of purchasing
or carrying securities registered on national securi-
ties exchanges limitations similar to those imposed
upon members, brokers, or dealers by subsection (c)
of this section and the rules and regulations there-
under. This subsection and the rules and regula-
tions thereunder shall not apply (A) to a loan made
by a person not in the ordinary course of his busi-
ness, (B) to a loan on an exempted security, (C) to
a loan to a dealer to aid in the financing of the dis-
tribution of securities to customers not through the
medium of a national securities exchange, (D) to a
loan by a bank on a security other than an equity
security, or (E) to such other loans as the Board of
Governors of the Federal Reserve System shall, by
such rules and regulations as it may deem necessary
or appropriate in the public interest or for the pro-
tection of investors, exempt, either unconditionally
or upon specified terms and conditions or for stated
periods, from the operation of this subsection and
the rules and regulations thereunder.

(e) The provisions of this section or the rules and
regulations thereunder shall not apply on or before
July 1, 1937, to any loan or extension of credit made
prior to June 6, 1934 or to the maintenance, re-
newal, or extension of any such loan or credit, ex-
cept to the extent that the Board of Governors of
the Federal Reserve System may by rules and regu-
lations prescribe as necessary to prevent the circum-
vention of the provisions of this section or the rules
and regulations thereunder by means of with-
drawals of funds or securities, substitutions of se-
curities, or additional purchases or by any other de-
vice. (June 6, 1934, ch. 404, § 7, 48 Stat. 886; Aug.
23, 1935, ch. 614, § 203 (a), 49 Stat. 704.)

CHANGE OF NAME

Act Aug. 23, 1935, substituted "Board of Governors of
the Federal Reserve System" for "Federal Reserve Board".

CROSS REFERENCES

Effective date, see section 78hh of this title.
Rules and regulations, power of Board of Governors of

Federal Reserve System to make, see section 78w of this
title.

§ 78h. Restrictions on borrowing by members, bro-
kers, and dealers.

It shall be unlawful for any member of a national
securities exchange, or any broker or dealer who
transacts a business in securities through the me-
dium of any such member, directly or indirectly-

(a) To borrow in the ordinary course of business
as a broker or dealer on any security (other than an
exempted security) registered on a national secu-

rities exchange except (1) from or through a mem-
ber bank of the Federal Reserve System, (2) from
any nonmember bank which shall have filed with the
Board of Governors of the Federal Reserve System
an agreement, which is still in force and which is in
the form prescribed by the Board, undertaking to
comply with all provisions of this chapter, the
Federal Reserve Act, and the Banking Act of
1933, which are applicable to member banks and
which relate to the use of credit to finance transac-
tions in securities, and with such rules and regu-
lations as may be prescribed pursuant to such
provisions of law or for the purpose of preventing
evasions thereof, or (3) in accordance with such
rules and regulations as the Board of Governors of
the Federal Reserve System may prescribe to permit
loans between such members and/or brokers and/or
dealers, or to permit loans to meet emergency needs.
Any such agreement filed with the Board of Gover-
nors of the Federal Reserve. System shall be subject
to termination at any time by order of the Board,
after appropriate notice and opportunity for hearing,
because of any failure by such bank to comply with
the provisions thereof or with such provisions of
law or rules or regulations; and, for any willful
iolation of such agreement, such bank shall be sub-
ject to the penalties provided for violations of rules
and regulations prescribed under this chapter. The
provisions of sections 78u and 78y of this title
shall apply in the case of any such proceeding or
order of the Board of Governors of the Federal Re-
serve System in the same manner as such provisions
apply in the case of proceedings and orders of the
Commission.

(b) To permit in the ordinary course of business
as a broker his aggregate indebtedness to all other
persons, including customers' credit balances (but
excluding indebtedness secured by exempted secu-
rities), to exceed such percentage of the net capital

(exclusive of fixed assets and value of exchange mem-
bership) employed in the business, but not exceed-
ing in any case 2,000 per centum, as the

Commission may by rules and regulations prescribe
as necessary or appropriate in the public interest or
for the protection of investors.

(c) In contravention of such rules and regula-
tions as the Commission shall prescribe for the pro-
tection of investors to hypothecate or arrange for
the hypothecation of any securities carried for the
account of any customer under circumstances (1)
that will permit the commingling of his securities
without his written consent with the securities of any
other customer, (2) that will permit such securities
to be commingled with the securities of any person
other than a bona fide customer, or (3) that will
permit such securities to be hypothecated, or sub-
Jected to any lien or claim of the pledgee, for a sum
in excess of the aggregate indebtedness of such
customers in respect of such securities.

(d) To lend or arrange for the lending of any
securities carried for the account of any customer
without the written consent of such customer.
(June 6, 1934, ch. 404, § 8, 48 Stat. 888; Aug. 23,
1935, ch. 614, § 203 (a), 49 Stat. 704.)
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REFERENCES IN TEXT

This chapter referred to in subsec. (a) in the original
read "This Act". See codification note under section
78a of this title.

The Federal Reserve Act, referred to in subsec. (a), is
classified principally to chapter 3 of Title 12, Banks and
Banking.

The Banking Act of 1933, referred to in subsec. (a), is
classified to sections 24, 36, 51, 61, 64a, 71a, 77, 78, 84, 85,
161, 197, 221a, 227, 242, 244, 248, 263, 289, 301, 304, 321,
329, 333-338, 347, 348a, 371a-371d, 374a, 375a, 337, 378,
481 and 632 of Title 12, Banks and Banking, and sections
758 and 759 [now §§ 5230, 5213-5221] of Title 39, the
Postal Service. See, also, section 227 of Title 12.

CHANGE OF NAME

Subsection (a) amended by act Aug. 23, 1935, which
substituted "Board of Governors of the Federal Reserve
System" for "Federal Reserve Board".

TRANSFER OF FUNCTIONS

All executive and administrative functions of the Secu-
rities and Exchange Commission were, with certain excep-
tions, transferred to the Chairman of such Commission
with authority vested in him to authorize their perform-
ance by any officer, employee, or administrative unit un-
der his jurisdiction, by 1950 Reorg. Plan No. 10, §§ 1, 2, eff.
May 24, 1950, 15 F. R. 3175, 64 Stat. 1265, set out in note
under section 78d of this title.

CROSS REFERENCES

Effective date, see section 78hh of this title.
Rules and regulations, power of Board of Governors of

Federal Reserve System to make, see section 78w of this
title.

§ 78i. Manipulation of security prices.
(a) It shall be unlawful for any person, directly

or indirectly, by the use of the mails or any means
or instrumentality of interstate commerce, or of
any facility of any national securities exchange,
or for any member of a national securities
exchange-

(1) For the purpose of creating a false or mis-
leading appearance of active trading in any secu-
rity registered on a national securities exchange, or
a false or misleading appearance with respect to
the market for any such security, (A) to effect any
transaction in such security which involves no
change in the beneficial ownership thereof, or (B)
to enter an order or orders for the purchase of
such security with the knowledge that an order
or orders of substantially the same size, at sub-
stantially the same time, and at substantially the
same price, for the sale of any such security, has
been or will be entered by or for the same or dif-
ferent parties, or (C) to enter any order or orders
for the sale of any such security with the knowl-
edge that an order or orders of substantially the
same size, at substantially the same time, and at
substantially the same price, for the purchase of
such security, has been or will be entered by or for
the same or different parties.

(2) To effect, alone or with one or more other
persons, a series of transactions in any security
registered on a national securities exchange creat-
ing actual or apparent active trading in such se-
curity or raising or depressing the price of such
security, for the purpose of inducing the purchase
or sale of such security by others.

(3) If a dealer or broker, or other person selling
or offering for sale or purchasing or offering to
purchase the security, to induce the purchase or
sale of any security registered on a national secu-

ritles exchange by the circulation or dissemination
in the ordinary course of business of information
to the effect that the price of any such security
will or is likely to rise or fall because of market
operations of any one or more persons conducted
for the purpose of raising or depressing the prices
of such security.

(4) If a dealer or broker, or other person selling
or offering for sale or purchasing or offering to
purchase the security, to make, regarding any
security registered on a national securities ex-
change, for the purpose of inducing the purchase
or sale of such security, any statement which was
at the time and in the light of the circumstances
under which it was made, false or misleading with
respect to any material fact, and which he knew
or had reasonable ground to believe was so false
or misleading.

(5) For a consideration, received directly or in-
directly from a dealer or broker, or other person
selling or offering for sale or purchasing or offer-
ing to purchase the security, to induce the pur-
chase or sale of any security registered on a
national securities exchange by the circulation or
dissemination of information to the effect -that
the price of any such security will or is likely to
rise or fall because of the market operations of any
one or more persons conducted for the purpose of
raising or depressing the price of such security.

(6) To effect either alone or with one or more
other persons any series of transactions for the
purchase and/or sale of any security registered on
a national securities exchange for the purpose of
pegging, fixing, or stabilizing the price of such
security in contravention of such rules and regula-
tions as the Commission may prescribe as neces-
sary or appropriate in the public interest or for
the protection of investors.

(b) It shall be unlawful for any person to effect,
by use of any facility of a national securities ex-
change, in contravention of such rules and regula-
tions as the Commission may prescribe as necessary
or appropriate in the public interest or for the
protection of investors-

(1) any transaction in connection with any se-
curity whereby any party to such transaction ac-
quires any put, call, straddle, or other option or
privilege of buying the security from or selling the
security to another without being bound to do so;
or

(2) any transaction in connection with any
security with relation to which he has, directly or
indirectly, any interest in any such put, call,
straddle, option, or privilege; or

(3) any transaction in any security for the
account of any person who he has reason to believe
has, and who actually has, directly or indirectly,
any interest in any such put, call, straddle, option,

or privilege with relation to such security.

(c) It shall be unlawful for any member of a
national securities exchange directly or indirectly to
endorse or guarantee the performance of any put,
call, straddle, option, or privilege in relation to any
security registered on a national securities exchange,
in contravention of such rules and regulations as
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the Commission may prescribe as necessary or ap-
propriate in the public interest or for the protection
of investors.

(d) The terms "put", "call", "straddle", "option",
or "privilege" as used in this section shall not include
any registered warrant, right, or convertible security.

(e) Any person who willfully participates in any
act or transaction in violation of subsections (a),
(b), or (c) of this section, shall be liable to any per-
son who shall purchase or sell any security at a price
which was affected by such act or transaction, and
the person so injured may sue in law or in equity in
any court of competent jurisdiction to recover the
damages sustained as a result of any such act or
transaction. In any such suit the court may, in its
discretion, require an undertaking for the payment
of the costs of such suit, and assess reasonable costs,
including reasonable attorneys' fees, against either
party litigant. Every person who becomes liable to
make any payment under this subsection may re-
cover contribution as in cases of contract from any
person who, if joined in the original suit, would have
been liable to make the same payment. No action
shall be maintained to enforce any liability created
under this section, unless brought within bne year
after the discovery of the facts constituting the vio-
lation and within three years after such violation.

(f) The provisions of this section shall not apply
to an exempted security. (June 6, 1934, ch. 404, § 9,
48 Stat. 889.)

TRANSFER OF FUNCTIONS

All executive and administrative functions of the Secu-
rities and Exchange Commission were, with certain excep-
tions, transferred to the Chairman of such Commission,
with authority vested in him to authorize their perform-
ance by any officer, employee, or administrative unit under
his jurisdiction, by 1950 Reorg. Plan No. 10, H§ 1, 2, eff.
May 24, 1950, 15 F. R. 3175, 64 Stat. 1265, set out in note
under section 78d of this title.

CROSS REFERENCES

Effective date, see section 78hh of this title.
Limitation of actions under-

Securities Act of 1933, see section '77m of this title.
Trust Indenture Act of 1939, see section i7'7www of

this title.
Rules and regulations, power of Commission to make,

see section 78w of this title.
Undertaking for costs and reasonable attorneys' fees

under-
Securities Act of 1933, see section 77k of this title.
This subchapter for misleading statements, see

section 78r of this title.
Trust Indenture Act of 1939, see sections 77ooo and

77www of this title.
FEDERAL RULES OF CIVIL. PROCEDURE

Costs, see rule 54, Title 28, Appendix, Judiciary and
Judicial Procedure.

Effect.of rule 54 on this section, see note by Advisory
Committee under rule 54.

One form of action, see rule 2.

§ 78j. Manipulative and deceptive devices.
It shall be unlawful for any person, directly or

indirectly, by the use of any means or instrumental-
ity of interstate commerce or of the mails, or of any
facility of any national securities exchange-

(a) To effect a short sale, or to use or employ any
stop-loss order in connection with the purchase or
sale, of any security registered on a national securi-
ties exchange, in contravention of such rules and

regulations as the Commission may prescribe as
necessary or appropriate in the public interest or for
the protection of investors.

(b) To use or employ, in connection with the pur-
chase or sale of any security registered on a national
securities exchange or any security not so registered,
any manipulative or deceptive device or contrivance
in contravention of such rules and regulations as the
Commission may prescribe as necessary or appro-
priate in the public interest or for the protection of
investors. (June 6, 1934, ch. 404, § 10, 48 Stat. 891.)

TRANSFER OF FUNCTIONS

All executive and administrative functions of the Se-
curities and Exchange Commission were, with certain
exceptions, transferred to the Chairman of such Com-
mission, with authority vested in him to authorize their
performance by any officer, employee, or administrative
unit under his jurisdiction, by 1950 Reorg. Plan No. 10,
§§ 1, 2, eff. May 24, 1950, 15 F. R. 3175, 64 Stat. 1265,
set out in note under section 78d of this title.

CROSS REFERENCES

Effective date, see section 78hh of this title.
Rules and regulations, power of Commission to make,

see section 78w of this title.
Short sales by directors, officers, and principal stock-

holders, see section 78p of this title.

§ 78k. Segregation and limitation of functions of mem-

bers, brokers, and dealers.

(a) The Commission shall prescribe such rules
and regulations as it deems necessary or appropri-
ate in the public interest or for the protection of
investors, (1) to regulate or prevent floor trading by
members of national securities exchanges, directly
or indirectly for their own account or for discre-
tionary accounts, and (2) to prevent such excessive
trading on the exchange but off the floor by mem-
bers, directly or indirectly for their own account,
as the Commission may deem detrimental to the
maintenance of a fair and orderly market. It shall
be unlawful for a member to effect any transaction
in a security in contravention of such rules and regu-
lations, but such rules and regulations may make
such exemptions for arbitrage transactions, for
transactions in exempted securities, and, within the
limitations of subsection (b) of this section, for
transactions by odd-lot dealers and specialists, as the
Commission may deem necessary or appropriate in
the public interest or for the protection of investors.

(b) When not in contravention of such rules and
regulations as the Commission may prescribe as nec-
essary or appropriate in the public interest or for
the protection of investors, the rules of a national
securities exchange may permit (1) a member to be
registered as an odd-lot dealer and as such to buy
and sell for his own account so far as may be reason-
ably necessary to carry on such odd-lot transactions,
and/or (2) a member to be registered as a specialist.
If under the rules and regulations of the Commis-
sion a specialist is permitted to act as a dealer, or
is limited to acting as a dealer, such rules and regu-
lations shall restrict his dealings so far as prac-
ticable to those reasonably necessary to permit him
to maintain a fair and orderly market, and/or to
those necessary to permit him to act as an odd-lot
dealer if the rules of the exchange permit him to
act as an odd-lot dealer. It shall be unlawful for a
specialist or an official of the exchange to disclose
information in regard to orders placed with such
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specialist which is not available to all members of
the exchange, to any person other than an official
of the exchange, a representative of the Commis-
sion, or a specialist who may be acting for such
specialist; but the Commission shall have power to
require disclosure to all members of the exchange
of all orders placed with specialists, under such rules
and regulations as the Commission may prescribe
as necessary or appropriate in the public interest or
for the protection of investors. It shall also be un-
lawful for a specialist acting as a broker to effect on
the exchange any transaction except upon a market
or limited price order.

(c) If because of the limited volume of transac-
tions effected on an exchange, it is in the opinion of
the Commission impracticable and not necessary or
appropriate in the public interest or for the protec-
tion of investors to apply any of the foregoing pro-
visions of this section or the rules and regulations
thereunder, the Commission shall have power, upon
application of the exchange and on a showing that
the rules of such exchange are otherwise adequate
for the protection of investors, to exempt such ex-
change and Its members from any such provision
or rules and regulations.

(d) It shall be unlawful for a member of a na-
tional securities exchange who is both a dealer and
a broker, or for any person who both as a broker
and a dealer transacts a business In securities
through the medium of a member or otherwise, to
effect through the use of any facility of a national
securities exchange or of the mails or of any means
or instrumentality of interstate commerce, or other-
wise in the case of a member, (1) any transaction
in connection with which, directly or indirectly, he
extends or maintains or arranges for the extension
or maintenance of credit to or for a customer on any
security (other than an exempted security) which
was a part of a new issue in the distribution of which
he participated as a member of a selling syndicate or
group within thirty days prior to such transaction:
Provided, That credit shall not be deemed extended
by reason of a bona fide delayed delivery of any such
security against full payment of the entire purchase
price thereof upon such delivery within thirty-five
days after such purchase, or (2) any transaction
with respect to any security (other than an ex-
empted security) unless, if the transaction is with
a customer, he discloses to such customer in writing
at or before the completion of the transaction
whether he is acting as a dealer for his own account,
as a broker for such customer, or as a broker for
some other person. (June 6, 1934, ch. 404, § 11, 48
Stat. 891; Aug. 10, 1954, ch. 667, title II, § 201, 68
Stat. 686.)

CODIFICATION

As originally enacted this section contained an addi-
tional subsec. (e) which directed the Commission to
make a study, to be submitted on or before January 3,
1936, of the feasibility of segregating the functions of
dealer and broker.

AMENDMENTS

1954--Subsec. (d). Act Aug. 10, 1954, reduced from
6 months to 30 days the prohibition period against ex-
tending credit to purchasers of a new issue by dealers.

EFFECTIVE DATE OF 1954 AMENDMENT

Amendment to section to take effect 60 days after
Aug. 10, 1954, see note under section 77b of this title.

TRANSFER OF FUNCTIONS

All executive and administrative functions of the
Securities and Exchange Commission were, with certain
exceptions, transferred to the Chairman of such Com-
mission, with authority vested in him to authorize their
performance by any officer, employee, or administrative
unit under his jurisdiction, by 1950 Reorg. Plan No. 10,
§§ 1, 2, eff. May 24, 1950, 15 F. R. 3175, 64 Stat. 1265,
set out in note under section 78d of this title.

CROSS REFERENCES

Effective date, see section 78hh of this title.
Rules and regulations, power of Commission to make,

see section 78w of this title.

§ 781. Registration requirements for securities.

(a) It shall be unlawful for any member, broker,
or dealer to effect any transaction in any security
(other than an exempted security) on a national
securities exchange unless a registration Is effective
as to such security for such exchange in accordance
with the provisions of this chapter and the rules and
regulations thereunder.

(b) A security may be registered on a national
securities exchange by the issuer filing an application
with the exchange (and filing with the Commission
such duplicate originals thereof as the Commission
may require), which application shall contain-

(1) Such information, In such detail, as to the
issuer and any person directly or indirectly con-
trolling or controlled by, or under direct or indirect
common control with, the issuer, and any guaran-
tor of the security as to principal or interest or
both, as the Commission may by rules and regula-
tions require, as necessary or appropriate in the
public interest or for the protection of investors,
in respect of the following:

(A) the organization, financial structure, and
nature of the business;

(B) the terms, position, rights, and privileges
of the different classes of securities outstanding;

(C) the terms on which their securities are
to be, and during the preceding three years have
been, offered to the public or otherwise;

(D) the directors, officers, and underwriters,
and each security holder of record holding
more than 10, per centum of any class of any
equity security of the issuer (other than an ex-
empted security), their remuneration and their
interests in the securities of, and their material
contracts with, the issuer and any person
directly or indirectly controlling or controlled
by, or under direct or indirect common con-
trol with, the issuer;

(E) remuneration to others than directors
and officers exceeding $20,000 per annum;

(F) bonus and profit-sharing arrangements;
(G) management and service contrdbts;
(H) options existing or to be created in re-

spect of their securities;
(I) material contracts, not made in the ordi-

nary course of business, which are to be exe-
cuted in whole or in part at or after the filing
of the application or which were made not more
than two years before such filing, and every ma-

terial patent or contract for a material patent
right shall be deemed a material contract;

(J) balance sheets for not more than the
three preceding fiscal years, certified if required
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by the rules and regulations of the Commission
by independent public accountants;

(K) profit and loss statements for not more
than the three preceding fiscal years, certified
if required by the rules and regulations of the
Commission by independent public accountants;
and

(L) any further financial statements which
the Commission may deem necessary or appro-
priate for the protection of investors.
(2) Such copies of articles of incorporation,

bylaws, trust indentures, or corresponding docu-
ments by whatever name known, underwriting
arrangements, and other similar documents of,
and voting trust agreements with respect to, the
issuer and any person directly or indirectly con-
trolling or controlled by, or under direct or indirect
common control with, the issuer as the Commis-
sion may require as necessary or appropriate for
the proper protection of investors and to insure
fair dealing in the security.

(3) Such copies of material contracts, referred
to in paragraph (1) (I) above, as the Commission
may require as necessary or appropriate for the
proper protection of investors and to insure fair
dealing in the security.
(c) If in the judgment of the Commission any

information required under subsection (b) of this
section Is inapplicable to any specified class or classes
of issuers, the Commission shall require in lieu
thereof the submission of such other information
of comparable character as it may deem applicable
to such class of Issuers.

(d) If the exchange authorities certify to the
Commission that the security has been approved
by the exchange for listing and registration, the
registration shall become effective thirty days after
the receipt of such certification by the Commission
or within such shorter period of time as the Com-
mission may determine. A security registered with
a national securities exchange may be withdrawn
or stricken from listing and registration in accord-
ance with the rules of the exchange and, upon such
terms as the Commission may deem necessary to
impose for the protection of investors, upon appli-
cation by the issuer or the exchange to the Com-
mission; whereupon the issuer shall be relieved
from further compliance with the provisions of this
section and section 78m of this title and any
rules or regulations under such sections as to the
securities so withdrawn or stricken. An unissued
security may be registered only in accordance with
such rules and regulations as the Commission may
prescribe as necessary or appropriate in the public
interest or for the protection of investors.

(e) Notwithstanding the foregoing provisions of
this section, the Commission may by such rules and
regulations as It deems necessary or appropriate in
the public interest or for the protection of Investors,
permit securities listed on any exchange at the time
the registration of such exchange as a national se-
curities exchange becomes effective, to be registered
for a period ending not later than July 1, 1935, with-
out complying with the provisions of this section

(f) (1) Notwithstanding the foregoing provisions
of this section, any national securities exchange, sub-

ject to the terms and conditions hereinafter set
forth-

(A) may continue unlisted trading privileges to
which a security had been admitted on such ex-
change prior to July 1, 1964.

(B) upon application to and approval of such
application by the Commission, may extend un-
listed trading privileges to any security duly listed
and registered on any other national securities
exchange.

If an extension of unlisted trading privileges to a
security was originally based upon its listing and
registration on another national securities exchange,
such privileges shall continue in effect only so long
as such security shall remain listed and registered
on any other national securities exchange.

(2) No application pursuant to this subsection
shall be approved unless the Commission finds, after
appropriate notice and opportunity for hearing, that
the extension of unlisted trading privileges pursuant
to such application is necessary or appropriate in the
public interest or for the protection of investors.

(3) The Commission shall by rules and regulations
suspend unlisted trading privileges in whole or in
part for any or all classes of securities for a period
not exceeding twelve months, if it deems such sus-
pension necessary or appropriate in the public inter-
est or for the protection of investors or to prevent
evasion of the'purposes of this chapter.

(4) On the application of the issuer of any secu-
rity for which unlisted trading privileges on any ex-
change have been continued or extended pursuant to
this subsection, or of any broker or dealer who makes
or creates a market for such security, or of any other
person having a bona fide interest in the question of
termination or suspension of such unlisted trading
privileges, or on its own motion, the Commission
shall by order terminate, or suspend for a period
not exceeding twelve months, such unlisted trading
privileges for such security if the Commission finds,
after appropriate notice and opportunity for hearing,
that such termination or suspension is necessary or
appropriate in the public interest or for the protec-
tion of investors.

(5) In any proceeding under this subsection in
which appropriate notice and opportunity for hear-
ing are required, notice of not less than ten days to
the applicant in such proceeding, to the issuer of the
security involved, to the exchange which is seeking
to continue or extend or has continued or extended
unlisted trading privileges for such security, and to
the exchange, if any, on which such security is listed
and registered, shall be deemed adequate notice, and
any broker or dealer who makes or creates a market
for such security, and any other person having a
bona fide interest in such proceeding, shall upon
application be entitled to be heard.

(6) Any security for which unlisted trading priv-
ileges are continued or extended pursuant to this
subsection shall be deemed to be registered on a na-
tional securities exchange within the meaning of
this chapter. The powers and duties of the Com-
mission under section 78s(b) of this title shall be
applicable to the rules of an exchange in respect of
any such security. The Commission may, by such
rules and regulations as it deems necessary or appro-
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priate in the public Interest or for the protection of
investors, either unconditionally or upon specified
terms and conditions, or for stated periods, exempt
such securities from the operation of any provision
of section 78m, 78n, or 78p of this title.

(g) (1) Every issuer which is engaged in interstate
commerce, or in a business affecting interstate com-
merce, or whose securities are traded by use of the
mails or any means or instrumentality of interstate
commerce shall-

(A) within one hundred and twenty days after
the last day of its first fiscal year ended after
July 1, 1964, on which the issuer has total assets
exceeding $1,000,000 and a class of equity security
(other than an exempted security) held of record
by seven hundred and fifty or more persons; and

(B) within one hundred and twenty days after
the last day of its first fiscal year ended after two
years from July 1, 1964, on which the issuer has
total assets exceeding $1,000,000 and a class of
equity security (other than an exempted security)
held of record by five hundred or more but less
than seven hundred and fifty persons,

register such security by filing with the Commission
a registration statement (and such copies thereof
as the Commission may require) with respect to such
security containing such information and documents
as the Commission may specify comparable to that
which is required in an application to register a se-
curity pursuant to subsection (b) of this section.
Each such registration statement shall become ef-
fective sixty days after filing with the Commission
or within such shorter period as the Commission
may direct. Until such registration statement be-
comes effective it shall not be deemed filed for the
purposes of section 78r of this title. Any issuer may
register any class of equity security not required to
be registered by filing a registration statement pur-
suant to the provisions of this paragraph. The Com-
mission is authorized to extend the date upon which
any issuer or class of issuers is required to register
a security pursuant to the provisions of this para-
graph.

(2) The provisions of this subsection shall not
apply in respect of-

(A) any security listed and registered on a na-
tional securities exchange.

(B) any security issued by an investment com-
pany registered pursuant to section 80a-8 of this
title.

(C) any security, other than permanent stock,
guaranty stock, permanent reserve stock, or any
similar certificate evidencing nonwithdrawable
capital, issued by a savings and loan association,
building and loan association, cooperative bank,
homestead association, or similar institution,
which is supervised and examined by State or Fed-
eral authority having supervision over any such
institution.

(D) any security of an issuer organized and op-
erated exclusively for religious, educational, be-
nevolent, fraternal, charitable, or reformatory
purposes and not for pecuniary profit, and no part
of the net earnings of which inures to the benefit
of any private shareholder or individual.

(E) any security of an issuer which is a "co-
operative association" as defined in the Agricul-
tural Marketing Act, approved June 15, 1929, as
amended, or a federation of such cooperative asso-,
ciations, if such federation possesses no greater
powers or purposes than cooperative associations
so defined.

(F) any security issued by a mutual or coop-
erative organization which supplies a commodity
or service primarily for the benefit of its members
and operates not for pecuniary profit, but only if
the security is part of a class issuable only to per-
sons who purchase commodities or services from
the issuer, the security is transferable only to a
successor in interest or occupancy of premises
serviced or to be served by the issuer, and no divi-
dends are payable to the holder of the security.

(G) any security issued by an insurance com-
pany if all of the following conditions are met:

(I) Such insurance company is required to
and does fie an annual statement with the
Commissioner of Insurance (or other officer or
agency performing a similar function) of its
domiciliary State, and such annual statement
conforms to that prescribed by the National As-
sociation of Insurance Commissioners or in the
determination of such State commissioner, of-
ficer or agency substantially conforms to that
so prescribed.

(ii) Such insurance company is subject to
regulation by its domiciliary State of proxies,
consents, or authorizations in respect of secur-
ities issued by such company and such regula-
tion conforms to that prescribed by the National
Association of Insurance Commissioners.

(iii) After July 1, 1966, the purchase and
sales of securities issued by such insurance com-
pany by beneficial owners, directors, or officers
of such company are subject to regulation (in-
cluding reporting) by its domiciliary State sub-
stantially in the manner provided in section 78p
of this title.

(3) The Commission may by rules or regulations
or, on its own motion, after notice and opportunity
for hearing, by order, exempt from this subsection
any security of a foreign issuer, including any cer-
tificate of deposit for such a security, if the Com-
mission finds that such exemption is In the public
interest and is consistent with the protection of in-
vestors.

(4) Registration of any class of security pursuant
to this subsection shall be terminated ninety days,
or such shorter period as the Commission may de-
termine, after the issuer fies a certification with the
Commission that the number of holders of record
of such class of security is reduced to less than three
hundred persons. The Commission shall after
notice and opportunity for hearing deny termina-
tion of registration if it finds that the certification
is untrue. Termination of registration shall be de-
ferred pending final determination on the question
of denial.

(5) For the purposes of this subsection the term
"class" shall include all securities of an issuer which
are of substantially similar character and the
holders of which enjoy substantially similar rights
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and privileges. The Commission may for the pur-
pose of this subsection define by rules and regula-
tions the terms "total assets" and "held of record"
as it deems necessary or appropriate in the public
interest or for the protection of investors in order
to prevent circumvention of the provisions of this
subsection.

(h) The Commission may by rules and regula-
tions, or upon application of an interested person, by
order, after notice and opportunity for hearing, ex-
empt in whole or in part any issuer or class of is-
suers from the provisions of subsection (g) of this
section or from section 78m, 78n, or 78o(d) of this
title or may exempt from section 78p any officer, di-
rector, or beneficial owner of securities of any issuer,
any security of which is required to be registered
pursuant to subsection (g) hereof, upon such terms
and conditions and for such period as it deems nec-
essary or appropriate, if the Commission finds, by
reason of the number of public investors, amount of
trading interest in the securities, the nature and ex-
tent of the activities of the issuer, income or assets
of the issuer, or otherwise, that such action is not
inconsistent with the public interest or the protec-
tion of investors. The Commission may, for the
purposes of any of the above-mentioned sections or
subsections of this chapter classify issuers and pre-
scribe requirements appropriate for each such class.

(I) In respect of any securities issued by banks
the deposits of which are insured in accordance with
the Federal Deposit Insurance Act, the powex,
functions, and duties vested in the Commission
under this chapter to administer and enforce sec-
tions 781, 78m, 78n(a), 78n(c), and 78p(1) of this
title with respect to national banks and banks op-
erating under the Code of Law for the District of
Columbia are vested in the Comptroller of the
Currency, (2) with respect to all other member
banks of the Federal Reserve System are vested in
the Board of Governors of the Federal Reserve Sys-
tem, and (3) with respect to all other insured banks
are vested in the Federal Deposit Insurance Corpo-
ration. The Comptroller of the Currency, the
Board of Governors of the Federal Reserve System,
and the Federal Deposit Insurance Corporation
shall have power to make such rules and regula-
tions as may be necessary for the execution of the
functions, vested in them as provided in this sub-
section and none of the rules, regulations, forms or
orders issued or adopted by the Commission pur-
suant to this chapter shall be in any way binding
upon such officers and agencies in the performance
of such functions, or upon any such banks in con-
nection with the performance of such functions.
(June 6, 1934, ch. 404, § 12, 48 Stat. 892; May 27,
1936, ch. 462, § 1, 49 Stat. 1375; Aug. 10, 1954, ch.
667, title II, § 202, 68 Stat. 686; Aug. 20, 1964, Pub.
L. 88-467, § 3, 78 Stat. 565-568.)

REFERENCES IN TEXT

This chapter referred to in subsecs. (a) and (f) in the
original read "This Act." See codification note under
section 78a of this title.

The Securities Act of 1933, referred to in subsec. (f),
is classified to section 77a et seq. of this title.

The Agricultural Marketing Act, approved June 15,
1929, as amended, referred to in subsec. (g)(2)(E), is
classified to section 1141 et seq. of Title 12, Banks and
Bankings.

The Federal Deposit Insurance Act, referred to in
subsec. (I), is classified to chapter 16 of Title 12, Banks
and Banking.

AMENDMENTS

1964-Subsec. (b) (1) (I). Pub. L. 88-467, § 3(a) (2),
added subpar. (I). Former subpar. (I) redesignated
(J).

Subsec. (b) (1) (J)- (L). Pub. L. 88-467, § (3) (a) (1),
redesignated former subpars. (I)-(K) as (J)-(L),
respectively.

Subsec. (b)(3). Pub. L. 88-467, §3(a)(3), added
par. (3).

Subsec. (f)(1). Pub. L. 88-467, §3(b), designated
the first par. as (1), redesignated clause (1)- as clause
(A) and substituted therein "July 1, 1964" for "March
1, 1934", redesignated clause (2) as clause (B) and de-
leted therefrom the provision for continuation of un-
listed trading privileges, which is now incorporated in
the concluding s~ntence, and deleted clause (3) vihich
permitted a national security exchange to extend un-
listed trading privileges to any security in respect to
which there was available information substantially
equivalent to that available in respect to a security duly
listed and registered on a national securities exchange,
so long as the registration statement was effective and
the reports and data continued to be filed.

Subsec. (f) (2). Pub. L. 88-467, § 3(b), designated the
first sentence of the second par. as (2) and substituted
therein "finds, after appropriate notice and opportunity
for hearing, that the extension" for "finds that the con-
tinuation or extension", and deleted the second through
the sixth sentences of such second par. which related as
follows: the second sentence, to notice and opportunity
for hearing, now incorporated in par. (2); the third sen-
tence, to conditions (respecting sufficiently widespread
public distribution and sufficient public trading activity)
for approval of application to extend unlisted trading
privileges to any security pursuant to former clauses (2)
and (3) of subsec. (f); the fourth sentence, to terms and
conditions (subjecting issuer, officers and directors of
issuer, and beneficial owners of more than 10 per centum
of the securities to duties equivalent to duties if the
securities were registered on a national security exchange)
for approval of application to extend unlisted trading
privileges to any security pursuant to former clause (3)
of subsec. (f); the fifth sentence, to requirement for
differentiation by national security exchanges between
quotations or transactions in listed securities and in secu-
rities with unlisted trading privileges, now covered by
section 78s(b) of this title; the sixth sentence, to group-
ing under separate headings of quotations or transac-
tions in listed securities and in securities with unlisted
trading privileges, in the publication of quotations or
transactions.

Subsec. (f) (3). Pub. L. 88-467, § 3(b), designated the
third par. as (3).

Subsec. (f) (4). Pub. L. 88-467, § 3(b), designated the
second sentence of the fourth par. as (4), deleted there-
from "by reason of inadequate public distribution of such
security in the vicinity of said exchange, or by reason of
inadequate public trading activity or of the character of
trading therein on said exchange," preceding "such termi-
nation or suspension is necessary", and deleted the first
sentence of the fourth par. which provided for the termi-
nation under certain conditions of unlisted trading
privileges continued for any security pursuant to former
clause (1) of subsec. (f), now incorporated in par. (1) (A)
of subsec. (f).

Subsec. (f) (5), (6). Pub. L. 88-467, § 3(b), designated
the fifth and sixth pars. as (5) and (6).

Subsecs. (g)-(i). Pub. L. 88-467, § 3 (c)-(e), added
subsecs. (g)-(i).

1954-Subsec. (d). Act Aug. 10, 1954, repealed the last
sentence requiring that rules and regulations limit the
registration of unissued security to specified cases.

1936--Subsec. (f). Act May 27, 1936, affected first
paragraph and added the subsequent paragraphs.

EFrEcTIvE DATE OF 1964 AMENDMENT

Amendment by Pub. L. 88-467 of subsecs. (b) (1) (I)-
(L), (3) and (g) (1) of this section effective July 1, 1964,
and of subsecs. (f), (g) (2)-(5). (h), and (I) of this
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section effective Aug. 20, 1964, see section 13 of Pub. L.
88-467, set out as a note under section 78c of this title.

EFFECTIVE DATE OF 1954 AMENDMENT

Amendment to section to take effect 60 days after
Aug. 10, 1954, see note under section 77b of this title.

TRANSFER OF FUNCTIONS

All executive and administrative functions of the Se-
curities and Exchange Commission were, with certain
exceptions, transferred to the Chairman of such Com-
mission, with authority vested in him to authorize their
performance by any officer, employee, or administrative
unit under his jurisdiction, by 1950 Reorg. Plan No. 10,
§§ 1, 2, eff. May 24, 1950, 15 F. R. 3175, 64 Stat. 1265,
set out in note under section 78d of this title.

CROSS REFERENCES
Applications for unlisted trading privileges deemed filed

and approved, see section 781-1 of this title.
Cooperative association defined under Agricultural

Marketing Act, as amended, see section 1141J of Title 12,
Banks and Banking.

Effective date, see sections 78hh and 78hh-1 of this
title.

Issue of securities by electric utility company engaged
in interstate commerce, see section 824c of Title 16,
Conservation.

Periodical and other reports, see section 78m of this
title.

Review by Commission of actions with respect to dele-
gation of its functions, see section 78d-l(b) of this title.

§ 781-1. Applications for unlisted trading privileges
deemed filed under section 781 of this title.

Any application to continue unlisted trading priv-
ileges for any security heretofore filed by any ex-
change and approved by the Commission pursuant
to clause (1) of subsection (f) of section 781 of this
title and rules and regulations thereunder shall
be deemed to have been filed and approved pursuant
to clause (1) of said subsection (f). (May 27, 1936,
ch. 462, § 2, 49 Stat. 1377.)

CODIFICATION

Section is not a part of the Securities Exchange Act of
1934 which comprises this chapter.

CROSS REEENCES

Effective date, see section 78 hh-1 of this title.

§ 78m. Periodical and other reports.
(a) Every issuer of a security registered pursuant

to section 781 of this title shall file with the Commis-
sion, in accordance with such rules and regulations
as the Commission may prescribe as necessary or ap-
propriate for the proper protection of investors and
to insure fair dealing in the security-

(1) such information and documents (and such
copies thereof) as the Commission shall require
to keep reasonably current the information and
documents required to be included in or filed with
an application or registration statement filed pur-
suant to section 781 of this title, except that the
Commission may not require the filing of any ma-
terial contract wholly executed before July, 1962.

(2) such annual reports (and such copies there-
of), certified if required by the rules and reg-
ulations of the Commission by independent pub-
lic accountants, and such quarterly reports (and
such copies thereof), as the Commission may pre-
scribe.

Every issuer of a security registered on a national
securities exchange shall also file a duplicate origi-
nal of such information, documents, and reports
with the exchange.

(b) The Commission may prescribe, in regard to
reports made pursuant to this chapter, the form or
forms in which the required information shall be set
forth, the items or details to be shown in the bal-
ance sheet and the earning statement, and the
methods to be followed in the preparation of re-
ports, in the appraisal or valuation of assets and
liabilities, in the determination of depreciation and
depletion, in the differentiation of recurring and
nonrecurring income, in the differentiation of
investment and operating income, and in the prepa-
ration, where the Commission deems it necessary or
desirable, of separate and/or consolidated balance
sheets or income accounts of any person directly or
indirectly controlling or controlled by the issuer, or
any person under direct or indirect common control
with the issuer; but in the case of the reports of any
person whose methods of accounting are prescribed
under the provisions of any law of the United States,
or any rule or regulation thereunder, the rules
and regulations of the Commission with respect
to reports shall not be inconsistent with the re-
quirements imposed by such law or rule or regula-
tion in respect of the same subject matter, and, in
the case of carriers subject to the provisions of section
20 of Title 49, or carriers required pursuant to any
other Act of Congress to make reports of the same
general character as those required under section 20
of Title 49, shall permit such carriers to file with the
Commission and the exchange duplicate copies of
the reports and other documents filed with the
Interstate Commerce Commission, or with the gov-
ernmental authority administering such other Act
of Congress, in lieu of the reports, information and
documents required under this section and section
781 of this title in respect of the same subject
matter.

(c) If in the judgment of the Commission any
report required under subsection (a) of this section
is inapplicable to any specified class or classes of
issuers, the Commission shall require in lieu thereof
of' the submission of such reports of comparable
character as it may deem applicable to such class
or classes of issuers. (June 6, 1934, ch. 404, § 13, 48
Stat. 894; Aug. 20, 1964, Pub. L. 88-467, § 4, 78 Stat.
569.)

REFERENCES IN TEXT

This chapter referred to in subsec. (b) in the original
read "This Act". See codification note under section
78a of this title.

AMENDMENTS

1964-Subsec. (a). Pub. L. 88-467 substituted provi-

sions which require the Issuer of a security- registered
pursuant to section 781 of this title to file reports with
the Commission rather than with the exchange and to
furnish the exchange with duplicate originals and pro-
hibit the Commission from requiring the filing of any
material contract wholly executed before July 1, 1962 for
former provisions which required the issuer of a security
registered on a national securities exchange to file cer-
tain reports with the exchange and to file duplicates with
the Commission.

EFFECTIVE DATE OF 1964 AMENDMENT

Amendment of this section by Pub. L. 88-467 effective
Aug. 20, 1964 see section 13 of Pub. L. 88-467, set out as
a note under section 78c of this title.

ISo in original.
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TRANSFER OF FUNCTIONS
All executive and administrative functions of the Se-

curities and Exchange Commission were, with certain
exceptions, transferred to the Chairman of such Com-
mission, with authority vested in him to authorize their
performance by any officer, employee, or administrative
unit under his Jurisdiction, by 1950 Reorg. Plan No. 10,
§§ 1, 2, eff. May 24, 1950, 15 F. R. 3175, 64 Stat. 1265,
set out in note under section 78d of this title.

CROSS REFERENCES

Effective date, see section 78 hh of this title.
Filing of reports in lieu of information required in

registration statement, see section 80a-8 of this title.
Issue of securities by electric utility company engaged

in interstate commerce, see section 824c of Title 16,
Conservation.

Registration statements under Securities Act of 1933,
application of section to, see section 78o (d) of this title.

Reports, required to be filed with Commission pur-
suant to this section, to be filed by obligor with indenture
trustee, see section 77nnn of this title.

Reports of Investment companies, filing with Securities
and Exchange Commission, see section 80a-29 of this title.

Rules and regulations, power of Commission to make,
see section 78w of this title.

Securities with unlisted trading privileges, exemption
from the operation of this section, see section 781 of this
title.

Withdrawal or striking from listing with national secu-
rity exchange of security as relieving issuer from com-
pliance with this section, see section 781 of this title.

§ 78n. Proxies.

(a) It shall be unlawful for any person, by the
use of the mails or by any means or instrumentality
of interstate commerce or of any facility of a na-
tional securities exchange or otherwise, in contra-

vention of such rules and regulations as the Com-
mission may prescribe as necessary or appropriate in

the public interest or for the protection of investors,

to solicit or to permit the use of his name to solicit
any proxy or consent or authorization in respect of
any security (other than an exempted security)

registered pursuant to section 781 of this title.

(b) It shall be unlawful for any member of a na-
tional securities exchange, or any broker or dealer
registered under this chapter, in contravention of

such rules and regulations as the Commission may
prescribe as necessary or appropriate in the public

interest or for the protection of investors, to give,

or to refrain from giving a proxy, consent, or au-
thorization in respect of any security registered pur-
suant to section 781 of this title and carried for the
account 8f a customer.

(c) Unless proxies, consents, or authorizations in
respect of a security registered pursuant to section

781 of this title are solicited by or on behalf of the
management of the issuer from the holders of record
of such security in accordance with the rules and
regulations prescribed under sudbsection (a) of this

section, prior to any annual or other meeting of the
holders of such security, such issuer shall, in ac-

cordance with rules and regulations prescribed by
the Commission, file with the Commission and trans-

mit to all holders of record of such security infor-

mation substantially equivalent to the information
which would be required to be transmitted if a soli-

citation were made, but no information shall be re-

quired to be filed or transmitted pursuant to this

subsection before July 1, 1964. (June 6, 1934, ch.

404, § 14, 48 Stat. 895; Aug. 20, 1964, Pub. L. 88-467,

§ 5, 78 Stat. 569, 570.)

AMENDMENTS

1964--Subsec. (a). Pub. L. 88-467, § 5(a), substituted
provisions which make it unlawful for any person, in
contravention of the Commission's rules and regulations,
to solicit, or to permit the use of his name to solicit,
proxies in respect of any security registered pursuant to
section 781 of this title for former provisions which
limited the Commission's rulemaking authority to proxies
relating to securities listed and registered on a national
securities exchange.

Subsec. (b). Pub. L. 88-467, § 5(b), substituted pro-
visions which make it unlawful for members of a national
securities exchange and brokers and dealers registered
under this chapter, in contravention of such rules as may
be prescribed by the Commission, to give, or to refrain
from giving proxies, consents, and other authorizations in
respect of any security registered under section 781 of
this title carried for the account of customers for former
provisions which limited the Commission's rulemaking
authority only to the giving of proxies in respect to listed
securities carried for the account of customers by members
of the national securities exchanges and by brokers or
dealers who conduct business through the medium of an
exchange member, and deleted the reference to brokers
and dealers who transacted business through the medium
of an exchange member as being now covered by brokers
and dealers registered under this chapter.

Subsec. (c). Pub. L. 88-467, § 5(c), added subsec. (c).

EFFECTIVE DATE OF 1964 AMENDMENT

Amendment of this section by Pub. L. 88-467 effective
Aug. 20, 1964, see section 13 of Pub. L. 88-467, set out as
a note under section 78c of this title.

TRANSFER OF FUNCTIONS

All executive and administrative functions of the Se-
curities and Exchange Commission were, with certain
exceptions, transferred to the Chairman of such Com-
mission, with authority vested in him to authorize their
performance by any officer, employee, or administrative
unit under his Jurisdiction, by 1950 Reorg. Plan No. 10,
§§ 1, 2, eff. May 24, 1950, 15 F. R. 3175, 65 Stat. 1265,
set out in note under section 78d of this title.

CROSS REFERENCES
Application to and mailing copies of proxy by Inden-

ture trustee to security holders desiring to communicate
with other security holders, see section 77111 of this title.

Effective date, see section 78hh of this title.
Exemption of securities with unlisted trading privileges

from the operation of this section, see section 781 of this
title.

Investment companies, use of mails or instrumentality
of interstate commerce to solicit proxies unlawful, see
section 80a-20 of this title.

Modification of railroad financial structures, application
to, see section 20b (9) of Title 49, Transportation.

Person soliciting proxies by mail or through interstate
commerce respecting plan of reorganization, etc., to file
copy with Commission, see section 80a-25 of this title.

Reorganization of railroads engaged in interstate com-
merce, subsec. (a) of this section as inapplicable when
action or matter falls within section 205 (p) of Title 11,
see section 205 (f) of Title 11, Bankruptcy.

Rules and regulations, power of Commission to make,
see section 78w of this title.

§ 78o. Over-the-counter markets; registration of bro-

kers; information and reports.

(a) (1) No broker or dealer (other than one whose

business is exclusively intrastate) shall make use of

the mails or of any means or instrumentality of in-

terstate commerce to effect any transaction in, or to

induce the purchase or sale of, any security (other

than an exempted security or commercial paper,

bankers' acceptances, or commercial bills) otherwise

than on a national securities exchange, unless such

broker or dealer is registered In accordance with sub-

section (b) of this section.
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(2) The Commission may by such rules and regu-
lations or orders as it deems necessary or appropriate
in the public interest or for the protection of in-
vestors, either unconditionally or upon specified
terms and conditions or for specified periods, exempt
from paragraph (1) of this subsection any broker
or dealer or class of brokers or dealers specified in
such rules, regulations, or orders.

(b) (1) A broker or dealer may be registered for
the purposes of this section by filing with the Com-
mission an application for registration, which shall
contain such information in such detail as to such
broker or dealer and any persons associated with
such broker or dealer as the Commission may by
rules and regulations require as necessary or appro-
priate in the public interest or for the protection of
investors. Except as hereinafter provided, such
registration shall become effective thirty days after
the receipt of such application by the Commission
or within such shorter period of time as the Commis-
sion may determine.

(2) An application for registration of a broker or
dealer to be formed or organized may be made by a
broker or dealer to which the broker or dealer to be
formed or organized is to be the successor. Such
application shall contain such information in such
detail as to the applicant and as to the successor and
any person associated with the applicant or the suc-
cessor, as the Commission may by rules and regula-
tions require as necessary or appropriate in the
public interest or for the protection of investors.
Except as hereinafter provided, such registration
shall become effective thirty days after the receipt
of such application by the Commission or within
such shorter period of time as the Commission may
determine. Such registration shall terminate on
the forty-fifth day after the effective date thereof,
unless prior thereto the successor shall, in accord-
ance with such rules and regulations as the Commis-
sion may prescribe, adopt such application as its
own.

(3) If any amendment to any application for reg-
istration pursuant to this subsection is filed prior to
the effective date of the registration, such amend-
ment shall be deemed to have been filed simultane-
ously with and as part of such application; except
that the Commission may, if it appears necessary or
appropriate in the public interest or for the protec-
tion of investors, defer the effective date of any such
registration as thus amended until the thirtieth day
after the filing of such amendment.

(4) Any provision of this chapter (other than
section 78e of this title and subsection (a) of this
section) which prohibits any act, practice, or course
of business if the mails or any means or instru-
mentality of interstate commerce are used in con-
nection therewith shall also prohibit any such act,
practice, or course of business by any broker or
dealer registered pursuant to this subsection or any
person acting on behalf of such a broker or dealer,
irrespective of any use of the mails or any means or
instrumentality of interstate commerce in connec-
tion therewith.

(5) The Commission shall, after appropriate no-
tice and opportunity for hearing, by order censure,
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deny registration to, suspend for a period not ex-
ceeding twelve months, or revoke the registration of,
any broker or dealer if it finds that such censure,
denial, suspension, or revocation is in the public in-
terest and that such broker or dealer, whether prior
or subsequent to becoming such, or any person asso-
ciated with such broker or dealer, whether prior or
subsequent to becoming so associated-

(A) has willfully made or caused to be made in
any application for registration or report required
to be filed with the Commission under this chap-
ter, or in any proceeding before the Commission
with respect to registration, any statement which
was at the time and in the light of the circum-
stances under which it was made false or mislead-
ing with respect to any material fact, or has
omitted to state in any such application or report
any material fact which is required to be stated
therein.

(B) has been convicted within ten years pre-
ceding the filing of the application or at any time
thereafter of any felony or misdemeanor which
the Commission finds-

() involves the purchase or sale of any
security.

(i) arises out of the conduct of the business
of a broker, dealer, or investment adviser.

(iii) involves embezzlement, fraudulent con-
version, or misappropriation of funds or
securities.

(iv) involves the violation of section 1341,
1342, or 1343 of Title 18.

(C) is permanently or temporarily enjoined by
order, judgment, or decree of any court of com-
petent jurisdiction from acting as an investment
adviser, underwriter, broker, or dealer, or as an
affiliated person or employee of any investment
company, bank, or insurance company, or from
engaging in or continuing any conduct or prac-
tice in connection with any such activity, or in con-
nection with the purchase or sale of any security.

(D) has willfully violated any provision of the
Securities Act of 1933, or of the Investment Advis-
ers Act of 1940, or of the Investment Company Act
of 1940, or of this chapter, or of any rule or
regulation under any of such statutes.

(E) has willfully aided, abetted, counseled, com-
manded, induced, or procured the violation by any
other person of the Securities Act of 1933, or the
Investment Advisers Act of 1940, or the Invest-
ment Company Act of 1940, or of this chapter, or of
any rule or regulation, under any of such statutes
or has failed reasonably to supervise, with a view
to preventing violations of such statutes, rules, and
regulations, another person who commits such a
violation, if such other person is subject to his
supervision. For the purposes of this clause (E)
no person shall be deemed to have failed reason-
ably to supervise any person, if-

(i) there have been established procedures,
and a system for applying such procedures,
which would reasonably be expected to prevent
and detect, insofar as practicable, any such vio-
lation by such other person, and

(ii) such person has reasonably discharged
the duties and obligations incumbent upon him
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by reason of such procedures and system with-
out reasonable cause to believe that such pro-
cedures and system were not being complied
with.

(F) is subject to an order of the Commission
entered pursuant to paragraph (7) of this sub-
section (b) barring or suspending the right of
such person to be associated with a broker or
dealer, which order is in effect with respect to
such person.

(6) Pending final determination whether any
registration under this subsection shall be denied,
the Commission may by order postpone the effective
date of such registration for a period not to exceed
fifteen days, but if, after appropriate notice and
opportunity for hearing (which may consist solely of
affidavits and oral arguments), it shall appeal to the
Commission to be necessary or appropriate in the
public interest or for the protection of investors to
postpone the effective date of such registration until
final determination, the Commission shall so order.
Pending final determination whether any such
registration shall be revoked, the Commission shall
by order suspend such registration if, after appro-
priate notice and opportunity for hearing, such sus-
pension shall appear to the Commission to be neces-
sary or appropriate in the public interest or for the
protection of investors. Any registered broker or
dealer may, upon such terms and conditions as the
Commission may deem necessary in the public In-
terest or for the protection of investors, withdraw
from registration by filing a written notice of with-
drawal with the Commission. If the Commission
finds that any registered broker or dealer, or any
broker or dealer for whom an application for regis-
tration is pending, is no longer in existence or has
ceased to do business as a broker or dealer, the
Commission shall by order cancel the registration or
application of such broker or dealer.

(7) The Commission may, after appropriate no-
tice and opportunity for hearing, by order censure
any person, or bar or suspend for a period not ex-
ceeding twelve months any person from being asso-
ciated with a broker or dealer, if the Commission
finds that such censure, barring, or suspension is in
the public interest and that such person has com-
mitted or omitted any act or omission enumerated
in clause (A), (D) or (E) of paragraph (5) of this
subsection or has been convicted of any offense spec-
ified in clause (B) of said paragraph (5) within ten
years of the commencement of the proceedings un-
der this paragraph or is enjoined from any action,
conduct, or practice specified in clause (C) of said
paragraph (5). It shall be unlawful for any person
as to whom such order barring or suspending him
from being associated with a broker or dealer is in
effect, willfully to become, or to be, associated with
a broker or dealer, without the consent of the Com-
mission, and it shall be unlawful for any broker or
dealer to permit such a person to become, or remain,
a person associated with him, without the consent
of the Commission, if such broker or dealer knew,
or in the exercise of reasonable care, should have
known, of such order.

(8) No broker or dealer registered under this sec-
tion shall, during any period when It is not a member

of a securities association registered with the Com-
mission under section 78o-3 of this title, effect any
transaction in, or induce the purchase or sale of,
any security (otherwise than on a national secur-
ities exchange) unless such broker or dealer and all
natural persons associated with such broker or
dealer meet such specified and appropriate stand-
ards with respect to training, experience, and such
other qualifications as the Commission finds neces-
sary or desirable. The Commission shall establish
such standards by rules and regulations, which
may-

(A) appropriately classify brokers and dealers
and persons associated with brokers and dealers
(taking into account relevant matters, including
types of business done and nature of securities
sold).

(B) specify that all or any portion of such
standards shall be applicable to any such class.

(C) require persons in any such class to pass
examinations prescribed in accordance with such
rules and regulations.

(D) provide that persons in any such class other
than a broker or a dealer and partners, officers, and
supervisory employees (which latter term may be
defined by the Commission's rules and regulations
and as so defined shall include branch managers
of brokers or dealers) of brokers or dealers, may
be qualified solely on the basis of compliance with
such specified standards of training and such other
qualifications as the Commission finds appro-
priate.

The Commission may prescribe by rules and regula-
tions reasonable fees and charges to defray its costs
in carrying out this paragraph, including, but not
limited to, fees for any examination administered by
it, or under its direction. The Commission may
cooperate with securities associations registered un-
der section 78o-3 of this title and with national se-
curities exchanges in administering examinations
and may require brokers and dealers subject to this
paragraph and persons associated with such brok-
ers and dealers to pass examinations administered by
or on behalf of any such association or exchange and
to pay to such association or exchange reasonable
fees or charges to defray the costs incurred by such
association or exchange In administering such ex-
aminations.

(9) In addition to the fees and charges author-
ized by paragraph (8), each broker or dealer regis-
tered under this section not a member of a securities
association registered pursuant to section 78o-3 of
this title shall pay to the Commission such reason-
able fees and charges as may be necessary to de-
fray the costs of additional regulatory duties re-
quired to be performed by the Commission because
such broker or dealer is not a member of such a se-
curities association. The Commission shall estab-
lish such fees and charges by rules and regulations.

(10) No broker or dealer subject to paragraph (8)
of this subsection shall effect any transaction in, or
induce the purchase or sale of, any security (other-
wise than on a national securities exchange) in con-
travention of such rules and regulations as the

Commission may prescribe designed to promote Just
and equitable principles of trade, to provide safe-
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guards against unreasonable profits or unreasonable
rates of commissions or other charges, and in gen-
eral, to protect investors and the public interest, and
to remove impediments to and perfect the mecha-
nism of a free and open market.

(c) (1) No broker or dealer shall make use of the
malls or of any means or instrumentality of inter-
state commerce to effect any transaction in, or to
induce the purchase or sale of, any security (other
than commercial paper, bankers' acceptances, or
commercial bills) otherwise than on a national se-
curities exchange, by means of any manipulative,
deceptive, or other fraudulent device or contrivance.
The Commission shall, for the purposes of this sub-
section, by rules and regulations define such devices
or contrivances as are manipulative, deceptive, or
otherwise fraudulent.

(2) No broker or dealer shall make use of the mails
or of any means or instrumentality of interstate
commerce to effect any transaction in, or to induce
or attempt to induce the purchase or sale of, any
security (other than an exempted security or com-
mercial paper, bankers' acceptances, or commercial
bills) otherwise than on a national securities ex-
change, in connection with which such broker or
dealer engages in any fraudulent, deceptive, or
manipulative act or practice, or makes any fictitious
quotation. The Commission shall, for the purposes
of this paragraph, by rules and regulations define,
and prescribe means reasonably designed to prevent,
such acts and practices as are fraudulent, deceptive,
or manipulative and such quotations as are fictitious.

(3) No broker or dealer shall make use of the mails
or of any means or instrumentality of interstate
commerce to effect any transaction in, or to induce
or attempt to induce the purchase or sale of, any
security (other than an exempted security or com-
mercial paper, bankers' acceptances, or commercial
bills) otherwise than on a national securities ex-
change, in contravention of such rules and regula-
tions as the Commission may prescribe as necessary
or appropriate in the public interest or for the pro-
tection of investors to provide safeguards with re-
spect to the financial responsibility of brokers and
dealers.

(4) If the Commission finds, after notice and op-
portunity for hearing, that any person subject to the
provisions of section 781 or 78m of this title or sub-
section (d) of this section or any rule or regulation
thereunder has failed to comply with any such pro-
vision, rule, or regulation in any material respect,
the Commission may publish its findings and issue
an order requiring such person to comply with such
provision or such rule or regulation thereunder upon
such terms and conditions and within such time as
the Commission may specify in such order.

(5) If in its opinion the public interest and the
protection of investors so require, the Commission
is authorized summarily to suspend trading, other-
wise than on a national securities exchange, in any
security (other than an exempted security) for a
period not exceeding ten days. No broker or dealer
shall make use of the mails or of any means or in-
strumentality of interstate commerce to effect any
transaction in, or to induce the purchase or sale of,
any security in which trading is so suspended.

(d) Each issuer which has filed a registration
statement containing an undertaking which is or
becomes operative under this subsection as in effect
prior to August 20, 1964, and each issuer which shall
after such date file a registration statement which
has become effective pursuant to the Securities Act
of 1933, as amended, shall file with the Commission,
in accordance with such rules and regulations as the
Commission may prescribe as necessary or appro-
priate in the public interest or for the protection of
investors, such supplementary and periodic informa-
tion, documents, and reports as may be required pur-
suant to section 78m of this title in respect of a se-
curity registered pursuant to section 781 of this title.
The duty to file under this subsection shall be auto-
matically suspended if and so long as any issue of
securities of such issuer is registered pursuant to
section 781 of this title. The duty to file under this
subsection shall also be automatically suspended as
to any fiscal year, other than the fiscal year within
which such registration statement became effective,
if, at the beginning of such fiscal year, the securities
of each class to which the registration statement
relates are held of record by less than three hundred
persons. For the purposes of this subsection, the
term "class" shall be construed to include all secu-
rities of an issuer which are of substantially similar
character and the holders of which enjoy substan-
tially similar rights and privileges. Nothing in this
subsection shall apply to securities issued by a for-
eign government or political subdivision thereof.
(June 6, 1934, ch. 404, § 15, 48 Stat. 895; May 27,
1936, ch. 462, § 3, 49 Stat. 1377; June 25, 1938, 6h.
677, § 2, 52 Stat. 1075; Aug. 20, 1964, Pub. L. 88-467,
§ 6, 78 Stat. 570-574.)

REFERENCES IN 'xT

This chapter, referred to in subsec. (b), in the original
read "This Act". See codification note under section 78a
of this title.

The Investment Advisers Act of 1940, referred to in
subsec. (b) (5) (D), (E), is classified to section 80b-1
et seq. of this title.

The Investment Company Act of 1940, referred to in
subsec. (b) (5) (D), (E), is classified to section BOa-I
et seq. of this title.

The Securities Act of 1933, referred to in subsecs. (b) (5)
(D), (E) and (d), is classified in section 77a et seq. of this
title.

AMENDMENTS

1964-Subsec. (a). Pub. L. 88-467, § 6(a), designated
existing provisions as par. (1) and added par. (2).

Subsec. (b)(1). Pub. L. 88-467, § 6(b), designated the
first par. as (1) and substituted therein "persons asso-
ciated with such broker or dealer" for "person directly or
indirectly controlling or controlled by, or under direct or
indirect common control with, such broker or dealer,".

Subsec. (b) (2). Pub. L. 88-467, § 6(b), designated the
second par. as (2) and substituted therein "associated
with the applicant" for "directly or indirectly controlling
or controlled by, or under direct or indirect common con-
trol with, the applicant."

Subsec. (b) (3). Pub. L. 88-467, § 6(b), designated the
third par. as (3) and substituted therein "effective date
of the registration" for "effective date thereof".

Subsec. (b) (4). Pub. L. 88-467, I 6(b), added par. (4).
Subsec. (b) (5). Pub. L. 88-467, I 6(b), designated the

first sentence of the fourth par, as (5), provided for cen-
sure and for suspension for period not exceeding twelve
months, substituted the language "that such broker or
dealer, whether prior or subsequent to becoming such, or
any person associated with such broker or dealer, whether
prior or subsequent to becoming so associated" for "that
(1) such broker or dealer whether prior or subsequent to
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becoming such, or (2) any partner, officer, director, or
branch manager of such broker or dealer (or any person
occupying a similar status or performing similar func-
tions), or any person directly or indirectly controlling or
controlled by such broker or dealer, whether prior or
subsequent to becoming such", substituted in clause (A)
the provision respecting false or misleading statements in
any report required to, be filed with the Commission for
such statements in any document supplemental to ap-
plication for registration and inserted in such clause
(A) the material fact omission provision, designated ex-
isting provisions of clause (B) as items (I) and (ii), in-
cluded in item (1i) the business of investment broker,
and added items (iii) and (iv), provided in clause (C)
for enjoinment from acting as an investment adviser,
underwriter, broker, or dealer, or as an affiliated person
,or employee of any investment company, bank, or in-
surance company, or from engaging in or continuing any
conduct or practice in connection with any such activity,
made clause (D) applicable to violations of the Invest-
ment Advisers Act of 1940 and the Investment Company
Act of 1940, and added clauses (E) and (F).

Subsec. (b) (6). Pub. L. 88-467, § 6(b), designated the
second through the fifth sentences of the fourth par. as
(6) and, in the provision constituting the first sentence
of par. (6) substituted "any registration under this sub-
section" for "any such registration" and inserted "(which
may consist solely of affidavits and oral argument)" fol-
lowing "opportunity for hearing."

Subsec. (b) (7)-(10). Pub. L. 88-467, § 6(b), added
pars. (7)-(lO).

Subsec. (c) (4), (5). Pub. L. 88-467, § 6(c), added pars.
(4) and (5).

Subsec. (d). Pub. L. 88-467, § 6(d), substituted pro-
visions which require every Issuer filing a registration
statement under the Securities Act of 1933 to file for the
fiscal year in which the registration statement becomes
effective such reports as may be required by the Commis-
sion under section 78m of this title and provide for sus-
pension of duty to file reports for any later fiscal years if
at the beginning of such fiscal year the securities to which
the registration statement relates are held of record by
less than three hundred persons for former provisions
which required the registration statement filed under the
Securities Act to contain an undertaking if the value of
the securities offered plus the value of other outstanding
securities of the same class amounted to $2,000,000 or
more and suspended the duty to file if the value of secu-
rities outstanding was reduced to less than $1,000,000 or
the issuer had become subject to an equivalent reporting
requirement and deleted "or to any other security which
the Commission may by rules and regulations exempt as
not comprehended within the purposes of this subsection"
following "political subdivision thereof."

1938-Subsec. (c). Act June 25, 1938, added pars. (2)
and (3) thereto.

1936-Act May 27, 1936, amended section generally.

EFFECTIVE DATE Or 1964 AMENDMENT

Amendment by Pub. L. 88-467 of subsee. (a) of this
section effective July 1, 1964, and of subsecs. (b), (c) (4),
(5), and (d) of this section effective Aug. 20, 1964, see
section 13 of Pub. L. 88-467, set out as a note under sec-
tion 78c of this title.

TRANSFER OF FUNCTIONS

All executive and administrative functions of the
Securities and Exchange Commission were, with certain
exceptions, transferred to the Chairman of such Com-
mission, with authority vested In him to authorize their
performance by any officer, employee, or administrative
unit under his jurisdiction, by 1950 Reorg. Plan No. 10,
§ 1, 2, eff. May 24, 1950, 15 F. R. 3175, 64 Stat. 1265, set
out in note under section 78d of this title.

CRoss REFERENCES

Accounts, records, and reports by brokers or dealers
registered pursuant to this section, see section 78q of this
title.

Brokers and dealers deemed registered, see section 78o-1
of this title.

Contracts, validity of, see section 78cc of this title.

Copies or extracts of periodic reports, filing with Secu-
rities and Exchange Commission, see section 80a-29 of
this title.

Effective date, see sections 78hh 78hh-1 of this title.
Filing of reports in lieu of information required in regis-

tration statement, see section 80a-8 of this title.
Forfeiture for failure to file information, etc., see sec-

tion 78ff of this title.
Liabilities of controlling persons for hindering, delaying,

or obstructing the making or filing of undertaking as
provided in subsec. (d) of this section, see section 78t
of this title.

Liability for misleading statements in undertaking, see
section 78r of this title.

Liability prior to act unextingulshed, see section 780-2
of this title.

Mandamus to comply with provisions of undertaking in
registration statement, see section 78u of this title.

Over-the-counter brokers' and dealers' associations, re-
fusal of membership when registration denied or revoked
under this section, see section 780-3 of this title.

Reports, required to be filed with Commission pursuant
to subsec. (d) of this section, to be filed by obligor
with indenture trustee, see section 77nnn of this title.

Review by Commission of actions with respect to dele-
gation of its functions, see section 78d-1 (b) of this title.

Rules and regulations, power of Commission to make,
see section 78w of this title.

§ 78o-1. Brokers deemed to be registered.

All brokers and dealers for whom registration was

in effect on May 27, 1936 in accordance with rules

and regulations of the Commission prescribed pur-

suant to section 78o of this title shall be deemed

to be registered pursuant to said section. (May 27,

1936, ch. 462, § 10, 49 Stat. 1380.)

CODIFICATION

Section not enacted as a part of the Securities Exchange
Act of 1934 which comprises this chapter.

TRANsFER OF FUNCTIONS

All executive and administrative functions of the Se-
curities and Exchange Commission were, with certain ex-
ceptions, transferred to the Chairman of such Commis-
sion, with authority vested in him to authorize their per-
formance by any officer, employee, or admIninstrative unit
under his jurisdiction, by 1950 Reorg. Plan No. 10, §§ 1, 2,
eff. May 24, 1950, 15 F. R. 3175, 64 Stat. 1265, set out in
note under section 78d of this title.

CRoss REFERENcEs

Effective date, see section 78hh-1 of this title.
Rules and regulations, power of Commission to make,

see section 78w of this title.

§ 78o-2. Liabilities arising prior to amendment un-

affected.

Nothing in this Act shall be deemed to extinguish

any liability which may have arisen prior to the

effective date of this Act by reason of any violation

of section 18o of this title or of any rule or regula-

tion thereunder. (May 27, 1936, ch. 462, § 11, 49

Stat. 1380.)
REFERENCS IN TExT

This Act, referred to in the text, is classified to sections
781, 78-1, 780 to 780-2, 78q, 78r, 78t, 78u, 78w, 78ff, and
78hh-1 of this title.

CODIFICATION

Section not enacted as a part of the Securities Exchange
Act of 1934 which comprises this chapter.

EFFECTIVE DATE

Effective date, see section 78hh-1 of this title.
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§ 78o-3. Over-the-counter brokers' and dealers' asso-
ciations; registration.

(a) Association registration; national or affiliated;
data.

Any association of brokers or dealers may be reg-
istered with the Commission as a national securities
association pursuant to subsection (b) of this sec-
tion, or as an affiliated securities association pur-
suant to subsection (d) of this section, under the
terms and conditions hereinafter provided in this
section, by filing with the Commission a registra-
tion statement in such form as the Commission may
prescribe, setting forth the information, and accom-
panied by the documents, below specified:

(1) Such data as to its organization, member-
ship, and rules of procedure, and such other in-
formation as the Commission may by rules and
regulations require as necessary or appropriate
in the public interest or for the protection of in-
vestors; and

(2) Copies of its constitution, charter, or ar-
ticles of incorporation or association, with all
amendments thereto, and of its existing bylaws,
and of any rules or instruments corresponding to
the foregoing, whatever the name, hereinafter in
this chapter collectively referred to as the "rules
of the association."

Such registration shall not be construed as a waiver
by such association or any member thereof of any
constitutional right or of any right to contest the
validity of any rule or regulation of the Commission
under this chapter.

(b) Prerequisites to national registration; associa-
tion rules.

An applicant association shall not be registered as
a national securities association unless it appears to
the Commission that-

(1) by reason of the number of its members,
the scope of their transactions, and the geographi-
cal distribution of its members such association
will be able to comply with the provisions of this
chapter and the rules and regulations thereunder
and to carry out the purposes of this section.

(2) such association is so organized and is of
such a character as to be able to comply with the
provisions of this chapter and the rules and regu-
lations thereunder, and to carry out the purposes
of this section.

(3) the rules of the association provide that
any broker or dealer who makes use of the mails
or any means or instrumentality of interstate
commerce to effect any transaction in, or to in-
duce the purchase or sale of, any security other-
wise than on a national securities exchange, may
become a member of such association, except such
as are excluded pursuant to paragraph (4) or (5)
of this subsection, or a rule of the association per-
mitted under this paragraph. The rules of the
association may restrict membership in such as-
sociation on such specified geographical basis, or
on such specified basis relating to the type of busi-
ness done by its members, or on such other speci-
fied and appropriate basis, as appears to the Com-
mission to be necessary or appropriate inthe pub-
lic interest or for the protection of investors and
to carry out the purpose of this section. Rules

adopted by the association may provide that the
association may, unless the Commission directs
otherwise in cases in which the Commission finds
it appropriate in the public interest so to direct,
deny admission to or refuse to continue in such
association any broker or dealer if-

(A) such broker or dealer, whether prior or
subsequent to becoming such, or

(B) any person associated with such broker
or dealer, whether prior or subsequent to be-
coming so asociated,

has been and is suspended or expelled from a na-
tional securities exchange or has been and is
barred or suspended from being associated with all
members of such exchange, for violation of any
rule of such exchange.

(4) the rules of the association provide that,
except with the approval or at the direction of the
Commission in cases in which the Commission
finds it appropriate in the public interest so to
approve or direct, no broker or dealer shall be
admitted to or continued in membership in such
association, if such broker or dealer-

(A) has been and is suspended or expelled
from a registered securities association (whether
national or affiliated) or from a national secu-
rities exchange or has been and is barred or
suspended from being associated with all mem-
bers of such association or from being associated
with all brokers or dealers which are members
of such exchange, for violation of any rule of
such association or exchange which prohibits
any act or transaction constituting conduct in-
consistent with just and equitable principles of
trade, or requires any act the omission of which
constitutes conduct inconsistent with just and
equitable principles of trade.

(B) is subject to an order of the Commission
denying, suspending for a period not exceeding
twelve months, or revoking his registration pur-
suant to section 780 of this title, or expelling or
suspending him from membership in a regis-
tered securities association or a national secu-
rities exchange, 'or barring or suspending him
from being associated with a broker or dealer.

(C) whether prior or subsequent to becoming
a broker or dealer, by his conduct while asso-
ciated with a broker or dealer, was a cause of
any suspension, expulsion, or order of the char-
acter described in clause (A) or (B) which is
in effect with respect to such broker or dealer,
and in entering such a suspension, expulsion,
or order, the Commission or any such exchange
or association shall have jurisdiction to deter-
mine whether or not any person was a cause
thereof.

(D) has associated with him any person who
is known, or in the exercise of reasonable care
should be known, to him to be a person who, If
such person were a broker or dealer, would be
ineligible for admission to or continuance in
membership under clause (A), (B), or (C) of
this paragraph.

(5) the rules of the association provide that,
except with the approval or at the direction of
the Commission in cases in which the Commission
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finds it appropriate in the public interest so to
approve or direct, no person shall become a mem-
ber and no natural person shall become a person
associated with a member, unless such person
is qualified to become a member or a person as-
sociated with a member in conformity with spec-
ified and appropriate standards with respect to
the training, experience, and such other quali-
fications of such person as the association finds
necessary or desirable, and in the case of a mem-
ber, the financial responsibility of such member.
For the purpose of defining such standards and
the application thereof, such rules may-

(A) appropriately classify prospective mem-
bers (taking into account relevant matters, in-
cluding type of business done and nature of se-
curities sold) and persons proposed to be
associated with members.

(B) specify that all or any portion of such
standards shall be applicable to any such class.

(C) require persons in any such class to pass
examinations prescribed in accordance with such
rules.

(D) provide that persons in any such class
other than prospective members and partners,
officers and supervisory employees (which latter
term may be defined by such rules and as so
defined shall include branch managers of mem-
bers) of members, may be qualified solely on
the basis of compliance with specified standards
of training and such other qualifications as the
association finds appropriate.

(E). provide that applications to become a
member or a person associated with a member
shall set forth such facts as the association may
prescribe as to the training, experience, and
other qualifications (including, in the case of an
applicant for membership, financial responsi-
bility) of the applicant and that the association
may adopt procedures for verification of quali-
fications of the applicant.

(F) require any class of persons associated
with a member to be registered with the asso-
ciation in accordance with procedures specified
by such rules (and any application or document
supplemental thereto required by such rules of
a person seeking to be registered with such
association shall, for the purposes of subsection
(a) of section 78ff of this title, be deemed an
application required to be filed under this
chapter).

(6) the rules of the association assure a fair
representation of its members in the adoption of
any rule of the association or amendment thereto,
the selection of its officers and directors, and in
all other phases of the administration of its
affairs.

(7) the rules of the association provide for the
equitable allocation of dues among its members,
to defray reasonable expenses of administration;

(8) the rules of the association are designed to
prevent fraudulent and manipulative acts and
practices, to promote just and equitable principles
of trade, to provide safeguards against unreason-
able profits or unreasonable rates of commissions
or other charges, and, in general, to protect in-

vestors and the public interest, and to remove
impediments to and perfect the mechanism of a
free and open market; and are not designed to
permit unfair discrimination between customers
or issuers, or brokers or dealers, to fix minimum
profits, to impose any schedule of prices, or to
impose any schedule or fix minimum rates of
commissions, allowances, discounts, or other
charges.

(9) the rules of the association provide that its
members and persons associated with its members
shall be appropriately disciplined, by expulsion,
suspension, fine, censure, or being suspended or
barred from being associated with all members,
or any other fitting penalty, for any violation of
its rules.

(10) the rules of the association provide a fair
and orderly procedure with respect to the dis-
ciplining of members and persons associated with
members and the denial of membership to any
broker or dealer seeking membership therein or
the barring of any person from being associated
with a member. In any proceeding to determine
whether any member or other person shall be
disciplined, such rules shall require that specifl
charges be brought; that such member or person.
shall be notified of, and be given an opportunity
to defend against, such charges; that a record
shall be kept; and that the determination shal
include-

(A) a statement setting forth any act or prac-
tice in which such member or other person may
be found to have engaged, or which such mem-
ber or other person may be found to have
omitted.

(B) a statement setting forth the specific rule
or rules of the association of which any such
act or practice, or omission to act, is deemed
to be in violation.

(C) a statement whether the acts or practices
prohibited by such rule or rules, or the omission
of any act required thereby, are deemed to
constitute conduct inconsistent with Just and
equitable principles of trade.

(D) a statement setting forth the penalty
imposed.

In any proceeding to determine whether a broker
or dealer shall be denied membership or whether
any person shall be barred from being associated
with a member, such rules shall provide that the
broker or dealer or person shall be notified of, and
be given an opportunity to be heard upon, the
specific grounds for denial or bar which are under
consideration; that a record shall be kept; and
that the determination shall set forth the specific
grounds upon which the denial or bar is based.

(11) the requirements of subsection (c) of this
section, insofar as these may be applicable, are
satisfied.

(12) the rules of the association include provi-
sions governing the form and content of quotations
relating to securities sold otherwise than on a na-
tional securities exchange which may be dissemi-
nated by any member or any person associated

with a member, and the persons to whom such
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quutations may be supplied. Such rules relating
to quotations shall be designed to produce fair and
informative quotations, both at the wholesale and
retail level, to prevent fictitious or misleading quo-
tations, and to promote orderly procedures for
collecting and publishing quotations.

The provisions of this subsection, as in effect prior to
August 20, 1964, shall be applicable to the rules of
any registered securities association which was regis-
tered on such date until July 1, 1964. After July 1,
1964, the Commission may, after notice and oppor-
tunity for hearing, suspend the registration of any
such association if it finds that the rules thereof
do not conform to the requirements of this subsec-
tion, as amended by section 7 of the Securities Acts
Amendments of 1964, and any such suspension shall
remain in effect until the Commission issues an order
determining that such rules have been modified to
conform with such requirements.

(c) National association rules; provision for registra-
tion of affiliated securities association.

The Commission may permit or require the rules
of an association applying for registration pursuant
to subsection (b) of this section, to provide for the
admission of an association registered as an affiliated
securities association pursuant to subsection (d) of
this section, to participation in said applicant asso-
ciation as an affiliate thereof, under terms permit-
ting such powers and responsibilities to such affiliate,
and under such other appropriate terms and con-
ditions, as may be provided by the rules of said
applicant association, if such rules appear to the
Commission to be necessary or appropriate in the
public interest or for the protection of investors and
to carry out the purposes of this section. The
duties and powers of the Commission with respect
to any national securities association or any affili-
ated securities association shall in no way be limited
by reason of any such affiliation.

(d) Registration as affiliated association; prerequi-
sites; association rules.

An applicant association shall not be registered
as an affiliated securities association unless it ap-
pears to the Commission that-

(1) such association, notwithstanding that it
does not satisfy the requirements set forth in
paragraph (1) of subsection (b) of this section,
will, forthwith upon the registration thereof, be
admitted to affiliation with an association regis-
tered as a national securities association pursuant
to subsection (b) of this section, in the manner
and under the terms and conditions provided by
the rules of said national securities association
in accordance with subsection (c) of this section;
and

(2) such association and its rules satisfy the
requirements set forth in paragraphs (2)-(10),
inclusive, and paragraph (12), of subsection (b)
of this section; except that in the case of any
such association any restrictions upon member-
ship therein of the type authorized by paragraph
(3) of subsection (b) of this section shall not be
less stringent than in the case of the national
securities association with which such association
is to be affiliated.

(e) Granting and denying registration; revocation of
affiliated association registration.

Upon the filing of an application for registration
pursuant to subsection (b) or (d) of this section,
the Commission shall by order grant such registra-
tion if the requirements of this section are satisfied.
If, after appropriate notice and opportunity for
hearing, it appears to the Commission that any
requirement of this section is not satisfied, the Com-
mission shall by order deny such registration. If
any association granted registration as an affiliated
securities association pursuant to subsection (d) of
this section shall fail to be admitted promptly there-
after to affiliation with a registered national securi-
ties association, the Commission shall revoke the
registration of such affiliated securities association.

(f) Withdrawal from registration.
A registered securities association (whether

national or affiliated) may, upon such reasonable
notice as the Commission may deem necessary in
the public interest or for the protection of investors,
withdraw from registration by filing with the Com-
mission a written notice of withdrawal in such form
as the Commission may by rules and regulations
prescribe. Upon the withdrawal of a national securi-
ties association from registration, the registration
of any association affiliated therewith shall automati-
cally terminate.

(g) Review by Commission of adverse action against
association members; stay of action.

If any registered securities association (whether
national or affiliated) takes any disciplinary action
against any member thereof or any person as-
sociated with such a member or denies admission
to any broker or dealer seeking membership therein
or bars any person from being associatedowith
a member, such action shall be subject to re-
view by the Commission, on its own motion, or
upon application by any person aggrieved thereby
filed within thirty days after such action has been
taken or within such longer period as the Commis-
sion may determine. Application to the Commission
for review, or the institution of review by the Com-
mission on its own motion, shall operate as a stay
of such action until an order is issued upon such
review pursuant to subsection (h) of this section,
unless the Commission otherwise orders, after notice
and opportunity for hearing on the question of a
stay (which hearing may consist solely of affidavits
and oral arguments).

h) Commission's action upon findings.
(1) In a proceeding to review disciplinary action

taken by a registered securities association against
a member thereof or a person associated with
a member, if the Commission, after appropriate
notice and opportunity for hearing, upon considera-
tion of the record before the association and such
other evidence as it may deem relevant-

(A) finds that such member or person has en-
gaged in such acts or practices, or has omitted
such act, as the association has found him to have
engaged in or omitted, and

(B) determines that such acts or practices, or
omission to act, are in violation of such rules of
the association as have been designated in the
determination of the association,
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the Commission shall by order dismiss the proceed-
ing, unless it appears to the Commission that such
action should be modified in accordance with pars-
graph (2) of this subsection. The Comimssion shall
likewise determine whether the acts or practices
prohibited, or the omission of any act required, by
any such rule constitute conduct inconsistent with
just and equitable principles of trade, and shall so
declare. If it appears to the Commission that the
evidence does not warrant the finding required in
clause (A), or if the Commission determines that
such acts or practices as are found to have been
engaged in are not prohibited by the designated rule
or rules of the association, or that such act as is
found to have been omitted is not required by such
designated rule or rules, the Commission shall by
order set aside the action of the association.

(2) If, after appropiate notice and opportunity
for hearing, the Commission finds that any penalty
imposed upon a member or person associated with
a member is excessive or oppressive, having due re-
gard to the public interest, the Commission shall by
order cancel, reduce, or require the remission of
such penalty.

(3) In any proceeding to review the denial of
membership in a registered securities association
or the barring of any person from being associated
with a member, if the Commission, after appropri-
ate notice and hearing, and upon consideration of
the record before the association and such other
evidence as it may deem relevant, determines that
the specific grounds on which such denial or bar is
based exist in fact and are valid under this section,
the Commission shall by order dismiss the proceed-
ing; otherwise, the Commission shall by order set
aside the action of the association and require it to
admit the applicant broker or dealer to membership
therein, or to permit such person to be associated

with a member.

(i) Dealings with nonmember brokers or dealers.
(1) The rules of a registered securities association

may provide that no member thereof shall deal with
any nonmember broker or dealer (as defined in
paragraph (2) of this subsection) except at the same
prices, for the same commissions or fees, and on the
same terms and conditions as are by such member
accorded to the general public.

(2) For the purposes of this subsection, the term
"nonmember broker or dealer" shall include any
broker or dealer who makes use of the mails or of
any means or instrumentality of interstate com-
merce to effect any transaction in, or to induce the
purchase or sale of, any security otherwise than on
a national securities exchange, who is not a member
of any registered securities association, except a
broker or dealer who deals exclusively in commer-
cial paper, bankers' acceptances, or commercial bills.

(3) Nothing in this subsection shall be so con-
strued or applied as to prevent any member of a
registered securities association from granting to

any other member of any registered securities asso-
ciation any dealer's discount, allowance, commis-
sion, or special terms.

(j) Filing changes or additions to association rules
and current information.

Every registered securities association shall file
with the Commission in accordance with such rules
and regulations as the Commission may prescribe as
necessary or appropriate in the public interest or for
the protection of investors, copies of any changes in
or additions to the rules of the association, and such
other information and documents as the Commis-
sion may require to keep current or to supplement
the registration statement and documents filed pur-
suant to subsection (a) of this section. Any change
in or addition to the rules of a registered securities
association shall take effect upon the thirtieth day
after the filing of a copy thereof with the Com-
mission, or upon such earlier date as the Commis-
sion may determine, unless the Commission shall
enter an order disapproving such change or addi-
tion; and the Commission shall enter such an order
unless such change or addition appears to the Com-
mission to be consistent with the requirements of
subsections (b) and (d) of this section.

(k) Abrogation and alteration of association rules:
supplement to association rules.

(1) The Commission Is authorized by order to
abrogate any rule of a registered securities associa-
tion, if after appropriate notice and opportunity for
hearing, it appears to the Commission that such
abrogation is necessary or appropriate to assure fair
dealing by the members of such association, to assure
a fair representation of its members in the admin-
istration of its affairs or otherwise to protect inves-
tors or effectuate the purposes of this chapter.

(2) The Commission may in writing request any
registered securities association to adopt any speci-
fied alteration of or supplement to its rules with
respect to any of the matters hereinafter
enumerated. If such association falls to adopt such
alteration or supplement within a reasonable time,
the Commission is authorized by order to alter
or supplement the rules of such association in the
manner theretofore requested, or with such modi-
fications of such alteration or supplement as it
deems necessary if, after appropriate notice and
opportunity for hearing, it appears to the Commis-
sion that such alteration or supplement is necessary
or appropriate in the public interest or for the pro-
tection of investors or to effectuate the purposes of
this section, with respect to-

(A) the basis for, and procedure in connection
with, the denial of membership or the barring
from being associated with a member or the dis-
ciplining of members or persons associated with
members, or the qualifications required for mem-
bers or natural persons associated with members
or any class thereof.

(B) the method for adoption of any change in
or addition to the rules of the association.

(C) the method of choosing officers and
directors.

(D) affiliation between registered securities
associations.

(1) Suspension of association or member; revocation
of registration; expulsion of member; removal of
officer or director.

The Commission is authorized, if such action ap-
pears to it to be necessary or appropriate in the pub-
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lic interest or for the protection of investors or to
carry out the purposes of this section-

(1) after appropriate notice and opportunity
for hearing, by order to suspend for a period not
exceeding twelve months or to revoke the regis-
tration of a registered securities association, if
the Commission finds that such association has
violated any provision of this chapter or any rule
or regulation thereunder, or has failed to enforce
compliance with its own rules, or has engaged in
any other activity tending to defeat the purposes

of this section.
(2) after appropriate notice and opportunity

for hearing, by order to suspend for a period not
exceeding twelve months or to expel from a reg-
istered securities association any member there-
of, or to suspend for a period not exceeding

twelve months or to bar any person from being
associated with a member thereof, if the Com-
mission finds that such member or person-

(A) has violated any provision of this chap-
ter or any rule or regulation thereunder, or has
effected any transaction for any other person
who, he had reason to believe, was violating
with respect to such transaction any provision
of this chapter or any rule or regulation
thereunder.

(B) has willfully violated any provision of
the Securities Act of 1933, as amended, or of
any rule or regulation thereunder, or has
effected any transaction for any other person
who, he had reason to believe, was willfully
violating with respect to such transaction any
provision of such Act or rule or regulation.

(3) after appropriate notice and opportunity
for hearing, by order to remove from office any
officer or director of a registered securities asso-
ciation who, the Commission finds, has willfully
failed to enforce the rules of the association, or
has willfully abused his authority.

(m) Exempt securities.
Nothing in this section shall be construed to apply

with respect to any transaction by a broker or dealer
in any exempted security.

(n) Construction with other laws.
If any provision of this section is in conflict

with any provision of any law of the United States
in force on June 25, 1938, the provision of this section
shall prevail. (June 6, 1934, ch. 404, § 15A, as added
June 25, 1938, ch. 677, § 1, 52 Stat. 1070, and
amended Aug. 20, 1964, Pub. L. 88-467, § 7, 78 Stat.
574-578.)

REm ENCIB xN TEXr

This chapter, referred to in subsec. (a), (b) and (1), in
the original read This Act. See codification note under
section 78a of this title.

This subsection, as amended by section 7 of the Secu-
rities Acts Amendments of 1964, referred to in the pro-
visions following subsec. (b) (12) of this section, is set
out as so executed. See 1964 Amendment notes to subsec.
(b) by section 7 of Pub. L. 88-467, set out under this
section.

The Securities Act of 1933, referred to in subsec. (1)
(2), is classified to section 77a et seq. of this title

AMENDMENTS

1964--Subsec. (b) (1), (2). Pub. L. 88-467, § 7(a) (1),
substituted a period for the semicolon at the end of
pars. (1) and (2).

Subsec. (b)(3). Pub. L. 88-467, § 7(a)(1), (2), sub-
stituted a period for the semicolon at the end of the para-
graph, deleted "of" preceding "any means", substituted
"paragraph (4) or (5) of this subsection, or a rule of the
association permitted under this paragraph. The rules"
for "paragraph (4) of this subsection: Provided, That
the rules", and added provision authorizing a registered
securities association to adopt rules under which it might
exclude from membership persons who had been sus-
pended or expelled from a national securities exchange
or who were barred or suspended from being associated
with all brokers or dealers who are members of such an
exchange for violation of exchange rules.

Subsec. (b) (4). Pub. L. 88-467, § 7(a) (1), (3), sub-
stituted a period for the semicolon at the end of the para-
graph, deleted from the text preceding clause (A) the
language "or (2) any partner, officer, director, or branch
manager of such broker or dealer (or any person occupy-
ing a similar status or performing similar functions),
or any person directly or indirectly controlling or con-
trolled by such broker or dealer, whether prior or subse-
quent to becoming such", inserted in clause (A) the words
"or has 'been and is barred or suspended from being as-
sociated with all brokers or dealers which are members of
such exchange", inserted In clause (B) provision for sus-
pension for period not exceeding twelve months or barring
or suspending the broker or dealer from being associated
with a broker or dealer, inserted at the beginning of clause
(C) "whether prior or subsequent to becoming a broker
or dealer," (derived from former clause (1) of this para-
graph) and added to clause (C) the provision conferring
Jurisdiction upon the Commission, an exchange, or a
registered securities association to determine whether an
individual is the cause of disciplinary action taken by
them against a broker or a dealer, and added clause (D).

Subsec. (b) (5). Pub. L. 88-467, § 7(a) (4), added
par. (5). Former par. (5) redesignated par. (6).
Subsec. (b) (6)-(8). Pub. L. 88-467, § 7(a) (1), (4),

substituted periods for semicolons at the end of the para-
graphs, and redesignated former pars. (5)-(7) as pars.
(6)-(8), respectively. Former pars. (6)-(8) redesig-
nated pars. (7) -(9).

Subsec. (b)(9). Pub. L. 88-467, § 7(a) (1), (4), (5),
substituted a period for a semicolon at the end of the
paragraph, redesignated fromer par. (8) as par. (9), and
inserted the words "and persons associated with its mem-
bers" and "or being suspended or barred from being
associated with all members,", respectively. Former par.
(9) redesignated par. (10).

Subsec. (b) (10). Pub. L. 88-467, § 7(a) (4), (6), re-
designated former par. (9) as par. (10), and inserted in
the paragraph preceding clause (A) the words "and per-
sons associated with members", "or the barring of any
person from being associated with a member", "or other
persons", and "or person", substituted a period for a
comma at the end of clauses (A) and (B) and a period
for ", and" at the end of clause (C), inserted in clause (A)
the words "or other person" in two instances and in the
concluding sentence "or whether any person shall be
barred from being associated with a member", "or person",
"or bar" in two instances, and substituted a period for

and", respectively. Former par. (10) redesignated par.
(11).
Subsec. (b)(11). Pub. L. 88-467, §7(a)(4), redesig-

nated former par. (10) as par. (11).
Subsec. (b) (12). Pub. L. 88-467, § 7(a) (7), added

par. 12.
Pub. L. 88-467, § 7(a) (7), added the effective date pro-

visions for application of subsec. (b) prior to its amend-
ment and since its amendment with July 1, 1964 as the
guiding date.

Subsec. (d)(2). Pub. L. 88-467, § 7(b), substituted
"(10)" for "(9)" and inserted "and paragraph (12),"
following ", inclusive,".

Subsec. (g). Pub. L. 88-467, § 7(c), provided that dis-
ciplinary action taken by a registered securities associa-
tion against a person associated with a member will be
reviewable by the Commission, shortened the period for
review by an aggrieved person from sixty days or within
such longer period as the Commission may determine to
thirty days or within such longer period as the Commis-
sion may determine, authorized the Commission, after
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notice and opportunity for hearing on the question of
stay to order no stay of action of a registered securities
association pending the Commission's decision on review,
and authorized the Commission to limit the hearing on
the question of stay to affidavits and oral arguments.

Subsec. (h). Pub. L. 88-467, § 7(d), made the proce-
dures and the Commission's authority in reviewing dis-
ciplinary action by a registered securities association
against members and in reviewing association action In
denying membership also applicable to Commission re-
view of disciplinary action against persons associated with
members and to the barring by an association of any
person from being associated with a member.

Subsec. (k)(2). Pub. L. 88-467, § 7(e), inserted ". or
with such modifications of such alteration or supplement
as it deems necessary" following "in the manner thereto-
fore requested", redesignated clauses (1)-(4) as clauses
(A)-(D), and inserted in clause (A) "or the barring
from being associated with a member" and "or persons
associated with members, or the qualifications required
for members or natural persons associated with members
or any class thereof."

Subsec. (1). Pub. L. 88-467, § 7(f), substituted a
period for a semicolon at the end of par. (1) and inserted
in par. (2) preceding clause (A) ", or to suspend for a
period not exceeding twelve months or to bar any person
from being associated with a member thereof,".

EFFECTIVE DATE OF 1964 AMENDMENT

Amendment of this section by Pub. L. 88-467 effective
Aug. 20, 1964, see section 13 of Pub. L. 88-467, set out as
a note under section 78c of this title.

TRANSFER OF FuNCrIoNS
All executive and administrative functions of the Se-

curities and Exchange Commission were, with certain ex-
ceptions, transferred to the Chairman of such Commis-
sion, with authority vested in him to authorize their per-
formance by any officer, employee, or administrative unit
under his Jurisdiction, by 1950 Reorg. Plan No. 10, §§ 1, 2,
eff. May 24, 1950, 15 F. R. 3175, 64 Stat. 1265, set out in
note under section 78d of this title.

CROSS REFERENCES

Distribution, redemption and repurchase of securities,
rules by securities association for, see section 80a-22 of
this title.
Ruleg and regulations, power of Commission to make,

see section 78w of this title.

§ 7 8 p. Directors, officers, and principal stockholders.

(a) Every person who is directly or indirectly the
beneficial owner of more than 10 per centum of any
class of any equity security (other than an exempted
security) which is registered pursuant to section 781
of this title, or who is a director or an officer of the
issuer of such security, shall file, at the time of the
registration of such security on a national securities
exchange or by the effective date of a registration
statement filed pursuant to section 781(g) of this
title, or within ten days after he becomes such bene-
ficial owner, director, or officer, a statement with the
Commission (and, if such security is registered on a
national securities exchange, also with the exchange)
of the amount of all equity securities of such issuer
of which he is the beneficial owner, and within ten
days after the close of each calendar month there-

after, if there has been a change in such ownership
during such month, shall file with the Commission
(and if such security is registered on a national secu-

rities exchange, shall also file with the exchange), a

statement indicating his ownership at the close of

the calendar month and such changes in his owner-
ship as have occurred during such calendar month.

(b) For the purpose of preventing the unfair use

of information which may have been obtained by

such beneficial owner, director, or officer by reason
of his relationship to the issuer, any profit realized
by him from any purchase and sale, or any sale and
purchase, of any equity security of such issuer
(other than an exempted security) within any pe-
riod of less than six months, unless such security
was acquired in good faith in connection with a debt
previously contracted, shall inure to and be recov-
erable by the issuer, irrespective of any intention
on the part of such beneficial owner, director, or
officer in entering into such transaction of holding
the security purchased or of not repurchasing the
security sold for a period exceeding six months.
Suit to recover such profit may be instituted at law
or in equity in any court of competent jurisdiction
by the issuer, or by the owner of any security of
the issuer in the name and in behalf of the issuer

if the issuer shall fail or refuse to bring such suit
within sixty days after request or shall fail dili-

gently to prosecute the same thereafter; but no
such suit shall be brought more than two years
after the date such profit was realized. This sub-
section shall not be construed to cover any transac-
tion where such beneficial owner was not such both
at the time of the purchase and sale, or the sale
and purchase, of the security involved, or any trans-
action or transactions which the Commission by
rules and regulations may exempt as not compre-
hended within the purpose of this subsection.

(c) It shall be unlawful for any such beneficial
owner, director, or officer, directly or indirectly, to
sell any equity security of such issuer (other than an
exempted security), if the person selling the security
or his principal (1) does not own the security sold,
or (2) if owning the security, does not deliver it
against such sale within twenty days thereafter, or
does not within five days after such sale deposit it in
the mails or other usual channels of transportation;
but no person shall be deemed to have violated this
subsection if he proves that notwithstanding the
exercise of good faith he was unable to make such
delivery or deposit within such time, or that to do so
would cause undue inconvenience or expense.

(d) The provisions of subsection (b) of this sec-
tion shall not apply to any purchase and sale, or sale
and purchase, and the provisions of subsection (c) of
this section shall not apply to any sale, of an equity
security not then or theretofore held by him in an
investment account, by a dealer in the ordinary
course of his business and incident to the establish-
ment or maintenance by him of a primary or second-
ary market (otherwise than on a national securities
exchange or an exchange exempted from registra-
tion under section 78e of this title) for such security.
The Commission may, by such rules and regulations
as it deems necessary or appropriate in the public
interest, define and prescribe terms and conditions

with respect to securities held in an investment ac-
count and transactions made in the ordinary course

of business and incident to the establishment or

maintenance of a primary or secondary market.

(e) The provisions of this section shall not apply
to foreign or domestic arbitrage transactions unless
made in contravention of such rules and regulations

as the Commission may adopt in order to carry out

the purposes of this section. (June 6, 1934, ch. 404,
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§ 16, 48 Stat. 896; Aug. 20, 1964, Pub. L. 88-467, § 8,
78 Stat. 579.)

AMENDMENTS

1964--Subsec. (a). Pub. L. 88-467, § 8(a), substituted
"registered pursuant to section 781 of this title" for
"registered on a national securities exchange", "Commis-
sion (and, if such security is registered on a national
securities exchange, also with the exchange)" for "ex-
change (and a duplicate original thereof with the Com-
mission) ", "a change" for "any change", and "Commis-
sion (and if such security is registered on a national
securities exchange, shall also file with the exchange) a
stateitent" for "exchange a statement (and a duplicate
original thereof with the Commission) ", and inserted "on
a national securities exchange or by the effective date of a
registration statement filed pursuant to section 781(g) of
this title" following "registration of such security".

Subsec. (d). Pub. L. 88-467, § 8(b), added subsec. (d).
Former subsec. (d) redesignated (e).

Subsec. (e). Pub. L. 88-467, § 8(b), redesignated for-
mer subsec. (d) as (e).

EFFECTIVE DATE OF 1964 AMENDMENT

Amendment of this section by Pub. L. 88-467 effective
Aug. 20, 1964, see section 13 of Pub. L. 88-467, set out as
a note under section 78c of this title.

TRANSFER OF FUNcTIoNs

All executive and administrative functions of the Se-
curities and Exchange Commission were, with certain ex-
ceptions, transferred to the Chairman of such Commis-
sion, with authority vested in him to authorize their per-
formance by any officer, employee, or administrative unit
under his jurisdiction, by 1950 Reorg. Plan No. 10, §§ 1, 2,
eff. May 24, 1950, 15 F. R. 3175, 64 Stat, 1265, set out in
note under section 78d of this title.

CROSS REFERzNCES
Effective date, see section 78hh of this title.
Persons owning securities or affiliated with closed-end

company, duties and liabilities of, see section 80a-29 of
this title.

Rules and regulations, power of Commission to make,
see section 78w of this title.

Securities with unlisted trading privileges, exemption
from the operation of this section, see section 781 of this
title.

Short sales in contravention of rules and regulations of
Commission, see section 78J of this title.

FEDERAL RULEs OF CrviL PROCEDURE

One form of action, see rule 2, Title 28, Appendix,
Judiciary and Judicial Procedure.

§ 78q. Accounts and records, reports, examinations of
exchanges, members and others.

(a) Every national securities exchange, every
member thereof, every broker or dealer who transacts
a business in securities through the medium of any
such member, every registered securities association,
and every broker or dealer registered pursuant to
section 780 of this title, shall make, keep, and pre-
serve for such periods, such accounts, correspond-
ence, memoranda, papers, books, and other records,
and make such reports, as the Commission by its
rules and regulations may prescribe as necessary or
appropriate In the public interest or for the protec-
tion of Investors. Such accounts, correspondence,
memoranda, papers, books, and other records shall
be subject at any time or from time to time to such
reasonable periodic, special, or other examinations
by examiners or other representatives of the Com-
mission as the Commission may deem necessary or
appropriate in the public Interest or for the protec-
tion of investors.

(b) Any broker, dealer, or other person extending
credit who is subject to the rules and regulations
prescribed by the Board of Governors of the Federal

Reserve System pursuant to this chapter shall make
such reports to the Board as it may require as neces-
sary or appropriate to enable it to perform the func-
tions conferred upon it by this chapter. If any such
broker, dealer, or other person shall fall to make any
such report or fail to furnish full information therein,
or, if in the judgment of the Board it is otherwise
necessary, such broker, dealer, or other person shall
permit such inspections to be made by the Board
with respect to the business operations of such broker,
dealer, or other person as the Board may deem nec-
essary to enable it to obtain the required informa-
tion. (June 6, 1934, ch. 404, § 17, 48 Stat. 897; Aug.
23, 1935, ch. 614, § 203 (a), 49 Stat. 704; May 27, 1936,
ch. 462, § 4, 49 Stat. 1379; June 25, 1938, ch. 677,
§ 5, 52 Stat. 1076.)

REFERENCES IN TEXT

This chapter, referred to in subsec. (b), in the original
read "This Act". See codification note under section 78a
of this title.

AMENDMENTS

1938-Subsec. (a). Act June 25, 1938, inserted "every
registered securities association".

1936-Subsec. (a). Act May 27, 1936, inserted "every
broker or dealer registered pursuant to section 780 of
this title" in place of "every broker or dealer making or
creating a market for both the purchase and sale of
securities through the use of the mails or of any means
or instrumentality of interstate commerce".

CHANGE OF NAME

Subsection (b) amended by act Aug. 23, 1935, which
substituted "Board of Governors of the Federal Reserve
System" for "Federal Reserve Board".

TRANSFER OF FuNCTIONS

All executive and administrative functions of the Se-
curities and Exchange Commission were, with certain
exceptions, transferred to the Chairman of such Com-
mission, with authority vested in him to authorize their
performance by any officer, employee, or administrative
unit under his jurisdiction, by 1950 Reorg. Plan No. 10,
§§ 1, 2. eff. May 24, 1950, 15 F. R. 3175, 64 Stat. 1265, set
out in note under section 78d of this title.

CROSS REFRENCS
Effective date, see sections 78hh and 78hh-1 of this

title.
Rules and regulations, power of Commission and Board

of Governors of Federal Reserve System to make, see
section 78w of this title.

§ 78r. Liability for misleading statements.

(a) Any person who shall make or cause to be
made any statement in any application, report, or
document filed pursuant to this chapter or any rule
or regulation thereunder or any undertaking con-
tained in a registration statement as provided in
subsection (d) of section 78o of this title, which
statement was at the time and in the light of the
circumstances under which it was made false or mis-
leading with respect to any material fact, shall be
liable to any person (not knowing that such state-
ment was false or misleading) who, in reliance upon
such statement, shall have purchased or sold a se-
curity at a price which was affected by such state-
ment, for damages caused by such reliance, unless the
person sued shall prove that he acted in good faith
and had no knowledge that such statement was false
or misleading. A person seeking to enforce such lia-
bility may sue at law or in equity in any court of
competent jurisdiction. In any such suit the court
may, in Its discretion, require an undertaking for the

§ 78rPage 2715



TITLE 15.-COMMERCE AND TRADE

payment of the costs of such suit, and assess reason-
able costs, including reasonable attorneys' fees,
against either party litigant.

(b) Every person who becomes liable to make pay-
ment under this section may recover contribution as
in cases of contract from any person who, if joined in
the original suit, would have been liable to make the
same payment.

(c) No action shall be maintained to enforce any
liability created under this section unless brought
within one year after the discovery of the facts con-
stituting the cause of action and within three years
after such cause of action accrued. (June 6, 1934,
ch. 404, § 18, 48 Stat. 897; May 27, 1936, ch. 462, § 5,
49 Stat. 1379.)

REFERENCES IN TEXT
This chapter, referred to in subsec. (a), in the original

read "This Act". See codification note under section 78a
of this title.

AMENDMENTS

1936--Subsec. (a). Act May 27. 1936, inserted "or any
undertaking contained in a registration statement as pro-
vided in subsection (d) of section 78o of this title".

CROSS REFERENCES
Civil liabilities--

Arising in connection with prospectuses and com-
munications, see section 771 of this title.

On account of false registration statement, see
section 77k of this title.

Effective date, see sections 78hh and 78hh-1 of this title.
Liability for misleading statements under-

Public Utility Holding Company Act of 1935, see
section 79p of this title.

Trust Indenture Act of 1939. see section 77www of
this title.

Rules and regulations, power of Commission to make,
see section 78w of this title.

Undertaking for costs and reasonable attorneys' fees
under-

Securities Act of 1933, see section 77k of this title.
This subchapter in action for damages from manip-

ulation of security prices, see section 781 of this title.
Trust Indenture Act of 1939, see sections 770oo and

77www of this title.

FEMDERAL RULES OF CIVIL PROCEDURE
Costs, see rule 54, Title 28, Appendix, Judiciary and

Judicial Procedure.
Effect of rule 54 on this section, see note by Advisory

Committee under rule 54.
One form of action, see rule 2.

§ 78s. Powers with respect to exchanges and securi-
ties.

(a) The Commission is authorized, if in its opinion
such action is necessary or appropriate for the pro-
tection of investors-

(1) After appropriate notice and opportunity
for hearing, by order to suspend for a period not
exceeding twelve months or to withdraw the reg-
istration of a national securities exchange if the
Commission finds that such exchange has vio-
lated any provision of this chapter or of the rules
and regulations thereunder or has failed to en-
force, so far as is within its power, compliance
therewith by a member or by an issuer of a se-
curity registered thereon.

(2) After appropriate notice and opportunity
for hearing, by order to deny, to suspend the ef-
fective date of, to suspend for a period not ex-
ceeding twelve months, or to withdraw, the regis-
tration of a security if the Commission finds that
the issuer of such security has failed to comply

with any provision of this chapter or the rules and
regulations thereunder.

(3) After appropriate notice and opportunity
for hearing, by order to suspend for a period not
exceeding twelve months or to expel from a na-
tional securities exchange any member or officer
thereof whom the Commission finds has violated
any provision of this chapter or the rules and
regulations thereunder, or has effected any trans-
action for any other person who, he has reason
to believe, is violating in respect of such trans-
action any provision of this chapter or the rules
and regulations thereunder.

(4) And if in its opinion the public interest so
requires, summarily to suspend trading in any
registered security on any national securities ex-
change for a period not exceeding ten days, or
with the approval of the President, summarily to
suspend all trading on any national securities
exchange for a period not exceeding ninety days.

(b) The Commission is further authorized, if
after making appropriate request in writing to a
national securities exchange that such exchange
effect on its own behalf specified changes in its
rules and practices, and after appropriate notice
and opportunity for hearing, the Commission deter-
mines that such exchange has not made the changes
so requested, and that such changes are necessary
or appropriate for the protection of investors or to
insure fair dealing in securities traded in upon such
exchange or to insure fair administration of such
exchange, by rules or regulations or by order to
alter or supplement the rules of such exchange
(insofar as necessary or appropriate to effect such
changes) in respect of such matters as (1) safe-
guards in respect of the financial responsibility
of members and adequate provision against the eva-
sion of financial responsibility through the use of
corporate forms or special partnerships; (2) the
limitation or prohibition of the registration or
trading in any security within a specified period
after the issuance or primary distribution thereof;
(3) the listing or striking from listing of any secu-
rity; (4) hours of trading; (5) the manner, method,
and place of soliciting business; (6) fictitious or
numbered accounts; (7) the time and method of
making settlements, payments, and deliveries and
of closing accounts; (8) the reporting of transac-
tions on the exchange and upon tickers maintained
by or with the consent of the exchange, including
the method of reporting short sales, stopped
sales, sales of securities of issuers in default,
bankruptcy or receivership, and sales involv-
ing other special circumstances; (9) the fixing of
reasonable rates of commission, interest, listing,
and other charges; (10) minimum units of trading;
(11) odd-lot purchases and sales; (12) minimum
deposits on margin accounts; and (13) similar mat-
ters.

(c) Omitted.
(d) The Commission is authorized and directed

to make a study and investigation of the adequacy,
for the protection of investors, of the rules of na-
tional securities exchanges and national securities
associations, including rules for the expulsion, sus-
pension, or disciplining of a member for conduct
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inconsistent with just and equitable principles of
trade. The Commission shall report to the Congress
on or before April 3, 1963, the results of its study
and investigation, together with its recommenda-
tions, including such recommendations for legisla-
tion as it deems advisable. The Commission is
authorized to appoint, without regard to the civil
service laws, rules, and regulations, such personnel
as the Commission deems advisable to carry out such
study and investigation and to fix their respective
rates of compensation without regard to the Classi-
fication Act of 1949, as amended, but no such rate
shall exceed $18,500 per annum. To carry out such
study and investigation there is authorized to be
appropriated the sum of $950,000. (June 6, 1934, ch.
404, § 19, 48 Stat. 898; Sept. 5, 1961, Pub. L. 87-196,
75 Stat. 465; July 27, 1962, Pub. L 87-561, 76 Stat.
247.)

RF ERENCES IN TEXT

This chapter, referred to in subsec. (a), in the original
read "This Act". See codification note under section 78a
of this title.

The Classification Act of 1949, as amended, referred to,
In subsec. (d), is classified to chapter 21 of Title 5, Execu-
tive Departments and Government Officers and Employees.

CODIFIcATION
Subsec. (c) directing the Commission, on or before

January 3, 1935, to study and report on the rules of
national securities exchanges with respect to the clas-
sification of members, the methods of electing officers,
and the suspension, expulsion, and disciplining of
members, is omitted as executed.

AMENDMENTS

1962---Subsec. (d). Pub. L. 87-561 substituted "April 3,
1963" for "January 3, 1963" and "$950,000" for "$750,000."

1961--Subsec. (d). Pub. L. 87-196 added subsec. (d).

TRANSFER OF FUNcTIONS

All executive and administrative functions of the Se-
curities and Exchange Commission were, with certain
exceptions, transferred to the Chairman of such Commis-
sion. with authority vested in him to authorize their
performance by any officer, employee, or administrative
unit under his jurisdiction, by 1950 Reorg. Plan No. 10,
§§ 1, 2, eff. May 24, 1950, 15 F. R. 3175, 64 Stat. 1265, set
out in note under section 78d of this title.

CRoss REFERENCES
Delegation of functions by Commission, generally, see

section 78d-1(a) of this title.
Effective date, see section 78hh of this title.
Registration statements under Securities Act of 1933,

effective date of and stop orders, see section 77h of this
title.

Review by Commission of actions with respect to, see
section 78d-1 (b) of this title.

Rules and regulations, power of Commission to make,
see section 78w of this title.

Rules of an exchange in respect of any security having
unlisted trading privileges, powers and duties of Commis-
sion under subsec. (b) of this section as applicable
to, see section 781 of this title.

§ 78t. Liabilities of controlling persons.

(a) Every person who, directly or indirectly, con-
trols any person liable under any provision of this
chapter or of any rule or regulation thereunder shall
also be liable jointly and severally with and to the
same extent as such controlled person to any person
to whom such controlled person is liable, unless the
controlling person acted In good faith and did not
directly or indirectly induce the act or acts consti-
tuting the violation or cause of action.

(b) It shall be unlawful for any person, directly
or indirectly, to do any act or thing which it would

be unlawful for such person to do under the provi-
sions of this chapter or any rule or regulation there-
under through or by means of any other person.

(c) It shall be unlawful for any director or officer
of, or any owner of any securities issued by, any
issuer required to file any document, report, or in-
formation under this chapter or any rule or regula-
tion thereunder without just cause to hinder, delay,
or obstruct the making or filing of any such docu-
ment, report, or information. (June 6, 1934, ch. 404,
§ 20, 48 Stat. 899; May 27, 1936, ch. 462, § 49 Stat.
1379; Aug. 20, 1964, Pub. L. 88-467, § 9, 78 Stat. 579.)

REFERENCES IN TEXT

This chapter, referred to in subsecs. (a), (b) and (c), in
the original read "This Act". See codification note under
section 78a of this title.

AMENDMENTS

1964-Subsec. (c). Pub. L. 88-467 extended the ap-
plication of the provisions of subsec. (c) by substituting
the prohibition against an officer or director of, or an
owner of securities issued by, a company from hindering,
delaying, or obstructing the preparation or filing of any
report, document, or information required to be filed
under this chapter for existing provisions applicable only
to filings by companies with securities registered on a
national securities exchange or subject to the provisions
of section 78o(d) of this title.

1936-Subsec. (c). Act May 27, 1936, added "or any
undertaking contained in a registration statement as
provided In subsection (d) of section 780 of this title."

EFEc'rIvE DATE Or 1964 AMENDMENT
Amendment of this section by Pub. L. 88-467 effective

Aug. 20, 1964, see section 13 of Pub. L. 88-467, set out as
a note under section 78c of this title.

CRoss REFERENCES

Effective date, see section 78hh-1 of this title.
Liability of controlling persons under-

Investment Company Act of 1940, see section 80a-47
of this title.

Public Utility Holding Company Act of 1935, see
section 79z-1 of this title.

Securities Act of 1933, see section 77o of this title.

§ 78u. Investigations; injunctions and prosecution of
offenses.

(a) The Commission may, in its discretion, make
such investigations as it deems necessary to deter-
mine whether any person has violated or is about to
violate any provision of this chapter or any rule or
regulation thereunder, and may require or permit
any person to file with It a statement in writing,
under oath or otherwise as the Commission shall
determine, as to all the facts and circumstances con-
cerning the matter to be investigated. The Com-
mission Is authorized, in its discretion, to publish
Information concerning any such violations, and to
Investigate any facts, conditions, practices, or mat-
ters which it may deem necessary or proper to aid
in the enforcement of the provisions of this chapter,
in the prescribing of rules and regulations there-
under, or in securing information to serve as a basis
for recommending further legislation concerning the
matters to which this chapter relates.

(b) For the purpose of any such investigation, or
any other proceeding under this chapter, any mem-
ber of the Commission or any officer designated by it
is empowered to administer oaths and affirmations,
subpena witnesses, compel their attendance, take
evidence, and require the production of any books,
papers, correspondence, memoranda, or other records
which the Commission deems relevant or material to
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the Inquiry. Such attendance of witnesses and the
production of any such records may be required from
any place in the United States or any State at any
designated place of hearing.

(c) In case of contumacy by, or refusal to obey
a subpena issued to, any person, the Commission
may invoke the aid of any court of the United States
within the jurisdiction of which such investigation
or proceeding is carried on, or where such person
resides or carries on business, in requiring the at-
tendance and testimony of witnesses and the produc-
tion of books, papers, correspondence, memoranda,
and other records. And such court may issue an
order requiring such person to appear before the
Commission or member or officer designated by the
Commission, there to produce records, If so ordered,
or to give testimony touching the matter under In-
vestigation or In question; and any failure to obey
such order of the court may be punished by such
court as a contempt thereof. All process in any
such case may be served in the judicial district
whereof such person is an Inhabitant or wherever
he may be found. Any person who shall, without
Just cause, fall or refuse to attend and testify or to
answer any lawful inquiry or to produce books, pa-
pers, correspondence, memoranda, and other records,
if in his power so to do, in obedience to the subpena
of the Commission, shall be guilty of a misdemeanor
and, upon conviction, shall be subject to a fine of
not more than $1,000 or to imprisonment for a
term of not more than one year, or both.

(d) No person shall be excused from attending
and testifying or from producing books, papers, con-
tracts, agreements, and other records and documents
before the Commission, or in obedience to the sub-
pena of the Commission or any member thereof or
any officer designated by it, or in any cause or pro-
ceeding instituted by the Commission, on the ground
that the testimony or evidence, documentary or oth-
erwise, required of him may tend to incriminate
him or subject him to a penalty or forfeiture; but
no individual shall be prosecuted or subject to any
penalty or forfeiture for or on account of any trans-
action, matter, or thing concerning which he is com-
pelled, after having claimed his privilege against
self-incrimination, to testify or produce evidence.
documentary or otherwise, except that such indi-
vidual so testifying shall not be exempt from prose-
cution and punishment for perjury committed in so
testifying.

(e) Whenever it shall appear to the Commission
that any person Is engaged or about to engage in any
acts or practices which constitute or will constitute
a violation of the provisions of this chapter, or of

any rule or regulation thereunder, it may in its dis-

cretion bring an action In the proper district court
of the United States or the United States courts of

any Territory or other place subject to the juris-
diction of the United States, to enjoin such acts or

practices, and upon a proper showing a permanent

or temporary injunction or restraining order shall
be granted without bond. The Commission may

transmit such evidence as may be available concern-
ing such acts or practices to the Attorney General,
who may, in his discretion, institute the necessary

criminal proceedings under this chapter.

(f) Upon application of the Commission the dis-
trict courts of the United States, and the United
States courts of any Territory or other place subject
to the jurisdiction of the United States, shall also
have jurisdiction to issue writs of mandamus com-
manding any person to comply with the provisions
of this chapter or any order of the Commission
made in pursuance thereof or with any undertaking
contained in a registration statement as provided in
subsection (d) of section 780 of this title. (June 6,
1934, ch. 404, § 21, 48 Stat. 899; May 27, 1936, ch. 462,
§ 7, 49 Stat. 1379; June 25, 1936, ch. 804, 49 Stat.
1921; June 25, 1948, ch. 646, § 32 (b), 62 Stat. 991;
May 24, 1949, ch. 139, § 127, 63 Stat. 107.)

REFERENCES IN TEXT

This chapter, referred to in subsecs. (a), (b), (e) and
(f), in the original read "This Act". See codification note
under section 78a of this title.

COD7I1CATION

The words "the district court of the United States
for the District of Columbia" following "district court
of the United States" in subsec. (e) and "district
courts of the United States" in subsec. (f) have been
deleted as superfluous in view of section 132 (a) of Title
28, Judiciary and Judicial Procedure, which states that
"There shall be in each judicial district a district court
which shall be a court of record known as the United
States District Court for the district", and section 88 of
Title 28 which states that "The District of Columbia
constitutes one judicial district".

Subsecs. (e) and (f) amended by act June 25, 1936,
which substituted "district court of the United States
for the District of Columbia" for "Supreme Court of the
District of Columbia".

AMENDMENTS

1936-Subsec. (f). Act May 27, 1936, added "or with
any undertaking contained in a registration statement
as provided in subsection (d) of section 780 of this title".

TRANSFER OF FNcTIONs

All executive and administrative functions of the Secu-
rities and Exchange Commission were, with certain excep-
tions, transferred to the Chairman of such Commission,
with authority vested in him to authorize their perform-
ance by any officer, employee, or administrative unit under
his jurisdiction, by 1950 Reorg. Plan No. 10, i§ 1, 2. eff.
May 24, 1950, 15 F. R. 3175, 65 Stat. 1265, set out in note
following section 78d of this title.

CRoss RFvERENCES

Actions to enjoin violations and institution of crim-
inal proceedings under-

Investment Advisers Act of 1940, see section 80b-9
(e) of this title.

Investment Company Act of 1940, see section 80a-41
(e) of this title.

Public Utility Holding Company Act of 1935, see
section 79r (f) of this title.

Securities Act of 1933, see section 77t (b) of this
title.

Trust Indenture Act of 1939, see section 77uuu (a)
of this title.

Administration of oaths, etc., under-
Investment Advisers Act of 1940, see section 80b-9

(b) of this title.
Investment Company Act of 1940, see section 80a-41

(b) of this title.
Public Utility Holding Company Act of 1935, see

section 79r (c) of this title.
Securities Act of 1933, see section 77s (b) of this

title.
Trust Indenture Act of 1939, see section 77uuu (a)

of this title.
Attendance of witnesses and production of documents,

judicial enforcement of orders under-
Investment Advisers Act of 1940, see section B0b-9

(c) of this title.
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Investment Company Act of 1940, see section 80a-41
(c) of this title.

Public Utility Holding Company Act of 1935, see
section 79r (d) of this title.

Securities Act of 1933, see section 77v (b) of this
title.

Trust Indenture Act of 1939, see section 77uuu (a)
of this title.

Contempt proceedings, see sections 401, 402, 3285, 3691,
and 3771 of Title 18, Crimes and Criminal Procedure.

Effective date, see section 78hh-1 of this title.
Immunity of witnesses under-

Investment Advisers Act of 1940, see section 80b-9
(d) of this title.

Investment Company Act of 1940, see section 80a-41
(d) of this title.

Public Utility Holding Company Act of 1935, see
section 79r (e) of this title.

Securities Act of 1933, see section 77v (c) of this
title.

Trust Indenture Act of 1939, see section 77uuu (a)
of this title.

Investigation of facts by Commission under-
Investment Advisers Act of 1940, see section 80b-9

(a) of this title.
Investment Company Act of 1940, see section 80a-41

(a) of this title.
Public Utility Holding Company Act of 1935, see

section 79r (a) of this title.
Securities Act of 1933, see section 77t (a) of this

title.
Trust Indenture Act of 1939, see section 77uuu (a)

of this title.
Issuance of mandamus under-

Public Utility Holding Company Act of 1935, see
section 79r (g) of this title.

Securities Act of 1933, see section 77t (c) of this
title.

Proceeding or order of Board of Governors of Federal
Reserve System, section as applicable to, see section 78h
of this title.

FEDERAL RULES OF Crvii Po:C DURx

Injunctions, see rule 65, Title 28, Appendix, Judiciary
and Judicial Procedure.

Mandamus as abolished but relief yet available by
appropriate action or motion under rules, see rule 81 (b).

Subpoena, see rule 45.

FEDERAL RULES OF CRIMINAL PROCEDURE

Criminal contempt, see rule 42 and note by Advisory
Committee under rule 42, Title 18, Appendix, Crimes and
Criminal Procedure.

§ 78v. Hearings by Commission.

Hearings may be public and may be held before the

Commission, any member or members thereof, or any

officer or officers of the Commission designated by
it, and appropriate records thereof shall be kept.

(June 6, 1934, ch. 404, § 22, 48 Stat. 901.)

TRANSFER Or FUNCTIONS
All executive and administrative functions of the Secu-

rities and Exchange Commission were, with certain excep-
tions, transferred to the Chairman of such Commission,
with authority vested in him to authorize their perform-
ance by any officer, employee, or administrative unit under
his jurisdiction, by 1950 Reorg. Plan No. 10, §§ 1, 2, eff.
May 24, 1950, 15 F. R. 3175, 64 Stat. 1265, set-out in note
under section 78d of this title.

CROSS REFERENCES
Hearings by Commission under-

Investment Advisers Act of 1940, see section 80b-12
of this title.

Investment Company Act of 1940, see section 80a-40
of this title.

Public Utility Holding Company Act of 1935, see
section 79s of this title.

Securities Act of 1933, see section 77u of this title.
Trust Indenture Act of 1939, see section 77ttt of

this title.

§ 78w. Rules and regulations; annual reports.

(a) The Commission and the Board of Governors
of the Federal Reserve System shall each have power
to make such rules and regulations as may be neces-
sary for the execution of the functions vested in

them by this chapter, and may for such purpose
classify Issuers, securities, exchanges, and other per-
sons or matters within their respective Jurisdictions.
No provision of this chapter imposing any liability
shall apply to any act done or omitted in good faith
in conformity with any rule or regulation of the

Commission or the Board of Governors of the Fed-
eral Reserve System, notwithstanding that such rule
or regulation may, after such act or omission, be
amended or rescinded or be determined by Judicial
or other authority to be invalid for any reason.

(b) The Commission and the Board of Governors
of the Federal Reserve System, respectively, shall
include In their annual reports to Congress such in-
formation, data, and recommendation for further
legislation as they may deem advisable with regard
to matters within their respective jurisdictions under
this chapter. The Commission shall include In its
annual reports to the Congress for the fiscal years
ended on June 30 of 1965, 1966, and 1967 information,
data, and recommendations specifically related to
the operation of the amendments to this chapter

made by the Securities Acts Amendments of 1964.
(June 6, 1934, ch. 404, § 23, 48 Stat. 901; Aug. 23, 1935,
ch. 614, § 203(a), 49 Stat. 704; May 27, 1936, ch. 462,
§ 8, 49 Stat. 1379; Aug. 20, 1964, Pub. L. 88-467, § 10,
78 Stat. 580.)

REFERENCES IN TEXT

This chapter, referred to in subsecs. (a) and (b), in the
original read "This Act". See codification note under
section 78a of this title.

The Securities Acts Amendments of 1964, referred to
in subsec. (b), refers to the amendments enacted by Pub.
L. 88-467. For distribution of Pub. L. 88-467 in the Code,
see Short Title note under section 78c of this title.

AMENDMENTS

1964--Subsec. (b). Pub. L. 88-467 required the Com-
mission in its annual reports to Congress for fiscal years
ending June 30, 1965, 1966, and 1967, to furnish informa-
tion, data, and recommendations specifically related to the
operations of the amendments to the Securities Exchange
Act of 1934 made by the Securities Act Amendments of
1964.

1936-Subsec. (a). Act May 27, 1936, added second
sentence.

CHANGE OF NAME
Subsecs. (a) and (b). Act Aug. 23, 1935, substituted

"Board of governors of the Federal Reserve System" for
"Federal Reserve Board".

EFFECTIvE DATE OF 1964 AMENDMENT

Amendment of this section by Pub. L. 88-467 effective
Aug. 20, 1964, see section 13 of Pub. L. 88-467, set out as
a note under section 78c of this title.

TRANSFER OF FUNCTIONS
All executive and administrative functions of the Se-

curities and Exchange Commission were, with certain ex-
ceptions, transferred to the Chairman of such Commission,
with authority vested in him to authorize their per-
formance by any officer, employee, or administrative unit
under his jurisdiction, by 1950 Reorg. Plan No. 10, H 1, 2,
eft. May 24, 1950, 15 F. R. 3175, 64 Stat. 1265, set out ip
note under section 78d of this title.
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CROSS REFERENCES

Effective date, see section 78hh-1 of this title.
Information, upon registration of national security ex-

change, necessary or appropriate in public interest or
for protection of investors, see section 78f (a) (2) of this
title.

Integration of procedure with other Acts, see section
77hhh of this title.

Rules and regulations--
Accounts, records, and reports of exchanges, mem-

bers, and others, see section 78q of this title.
Agreement upon registration of national security

exchange as not a waiver of right to contest validity
of, see section 78f (a) (1) of this title.

Brokers deemed to be registered, see section 78o-1
of this title.

Equity security, see section 78c (a) (11) of this
title.

Exempted security, see section 78c (a) (12) of this
title.

Exemption of transactions by directors, officers, and
principal stockholders from regulation, see section 78p
of this title.

Investment Advisers Act of 1940, see section 80b-l
of this title.

Investment Company Act of 1940, see section 80a-37
of this title.

Liability for misleading statements filed pursuant
to, see section 78r of this title.

Manipulation of security prices, see section 781 of
this title.

Manipulative or deceptive device in contravention
of, see section 78J of this title.

Margin requirements, see section 78g of this title.
Over-the-counter brokers' and dealers' associations,

see section 780-3 of this title.
Over-the-counter markets, registration of brokers,

and information and reports, see section 780 of this
title.

Pegging, fixing, or stabilizing security prices, see
section 78i of this title.

Periodical and other reports, see section 78m of
this title.

Power to define technical, trade, and accounting
terms, see section 78c (b) of this title.

Powers with respect to exchanges and securities
following violation of, see section 78s of this title.

Proxies, see section 78n of this title.
Public Utility Holding Company Act of 1935, see

section 79t of this title.
Puts, calls, straddles, options, or privileges, see

section 78i of this title.
Registration of exchange as a national securities

exchange upon compliance with, see section 78f (d)
of this title.

Registration requirements for securities, see section
781 of this title.

Restrictions on borrowing by members, brokers,
and dealers, see section 78h of this title.

Rules of exchange, adoption and enforcement, when
not inconsistent with, see section 78f (c) of this title.

Rules of exchange to declare as conduct or proceed-
ing inconsistent with just and equitable principles of
trade a violation of, see section 78f (b) of this title.

Securities Act of 1933, see section 77s of this title.
Segregation and limitation of functions of mem-

bers, brokers, and dealers, see section 78k of this title.
Short sales and stop-loss orders, see section 78J of

this title.
Trust Indenture Act of 1939, see section 77sss of

this title.
Withdrawal of registration of exchange upon appli-

cation in accordance with, see section 78f (f) of this
title.

§ 78x. Information filed with the Commission.

(a) Nothing in this chapter shall be construed to

require, or to authorize the Commission to require,
the revealing of trade secrets or processes in any
application, report, or document filed with the Com-

mission under this chapter.

(b) Any person filing any such application, report,
or document may make written objection to the
public disclosure of information contained therein,
stating the grounds for such objection, and the
Commission is authorized to hear objections in any
such case where it deems it advisable. The Com-
mission may, in such cases, make available to the
public the information contained in any such appli-
cation, report, or document only when in its judg-
ment a disclosure of such information is in the
public interest; and copies of information so made
available may be furnished to any person at such
reasonable charge and under such reasonable limi-
tations as the Commission may prescribe.

(c) It shall be unlawful for any member, officer,
or employee of the Commission to disclose to any
person other than a member, officer, or employee of
the Commission, or to use for personal benefit, any
information contained in any application, report, or
document filed with the Commission which is not
made available to the public pursuant to subsection
(b) of this section: Provided, That the Commission
may make available to the Board of Governors of
the Federal Reserve System any information re-
quested by the Board for the purpose of enabling it
to perform its duties under this chapter. (June 6,
1934, ch. 404, § 24, 48 Stat. 901; Aug. 23, 1935, ch. 614,
§ 203 (a), 49 Stat. 704.)

REFERENCES IN TixT

This chapter, referred to in subsecs. (b) and (c), in the
original read "This Act". See codification note under sec-
tion 78a of this title.

CHANGE OF NAME

Act Aug. 23, 1935, substituted "Board of Governors of
the Federal Reserve System" for "Federal Reserve Board".

TRANSFER OF FUNCTIONS

All executive and administrative functions of the Se-
curities and Exchange Commission were, with certain
exceptions, transferred to the Chairman of such Com-
mission, with authority vested in him to authorize their
performance by any officer, employee, or administrative
unit under his jurisdiction, by 1950 Reorg. Plan No. 10,
§§ 1, 2, eff. May 24, 1950,15 P. R. 3175, 64 Stat. 1265, set
out in note under section 78d of this title.

CROSS REFERENCES

Information filed with Commission, public access to
or unlawful disclosure of under-

Investment Advisers Act of 1940, see section 80b-10
of this title.

Investment Company Act of 1940, see section 80a-44
of this title.

Public Utility Holding Company Act of 1935, see
section 79v of this title.

Securities Act of 1933, see section 77f of this title.

§ 78y. Court review of orders.

(a) Any person aggrieved by an order issued by

the Commission in a proceeding under this chapter

to which iuch person is a party may obtain a review

of such order in the United States Court of Appeals

within any circuit wherein such person resides or

has his principal place of business, or in the United

States Court of Appeals for the District of Columbia,

by filing in such court, within sixty days after

the entry of such order, a written petition praying
that the order of the Commission be modified or

set aside in whole or in part. A copy of such peti-
tion shall be forthwith transmitted by the clerk of

the court to any member of the Commission, and

thereupon the Commission shall file in the court the
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record upon which the order complained of was
entered, as provided in section 2112 of Title 28.
Upon the filing of such petition such court shall
have jurisdiction, which upon the filing of the rec-
ord shall be exclusive, to affirm, modify, and enforce
or set aside such order, in whole or in part. No
objection to the order of the Commission shall be
considered by the court unless such objection shall
have been urged before the Commission. The find-
ing of the Commission as to the facts, if supported
by substantial evidence, shall be conclusive. If
either party shall apply to the court for leave to
adduce additional evidence, and shall show to the
satisfaction of the court that such additional
evidence is material and that there were reasonable
grounds for failure to adduce such evidence in the
hearing before the Commission, the court may order
such additional evidence to be taken before the Com-
mission and to be adduced upon the hearing in such
manner and upon such terms and conditions as to
the court may seem proper. The Commission may
modify its findings as to the facts, by reason of the
additional evidence so taken, and it shall file such
modified or new findings, which, if supported by sub-
stantial evidence, shall be conclusive, and its recom-
mendation, if any, for the modification or setting
aside of the original order. The judgment and decree
of the court, affirming, modifying, and enforcing or
setting aside, in whole or in part, any such order of
the Commission, shall be final, subject to review by
the Supreme Court of the United States upon cer-
tiorari or certification as provided in sections 346 and
347 of Title 28.

(b) The commencement of proceedings under sub-
section (a) of this section shall not, unless spe-
cifically ordered by the court, operate as a stay of
the Commission's order. (June 6, 1934, ch. 404, § 25,
48 Stat. 901; June 7, 1934, ch. 426, 48 Stat. 926; June
25, 1948, ch. 646, § 32 (a), 62 Stat. 991; May 24, 1949.
ch. 139, § 127, 63 Stat. 107; Aug. 28, 1958, Pub. L.
85-791, § 10, 72 Stat. 945.)

REFERENCES IN TEXT

This chapter, referred to in subsec. (a), in the original
read "This Act". See codification note under section 78a
of this title.

Sections 346 and 347 of Title 28, referred to in sub-
sec. (a), were repealed by act June 25, 1948, ch. 646,
1 39, 62 Stat. 992, eff. Sept. 1, 1948, and are now covered
by section 1254 of Title 28, Judiciary and Judicial
Procedure.

AMENDMENTS

1958--Subsec. (a). Pub. L. 85-791, in second sentence,
substituted "transmitted by the clerk of the court to"
for "served upon", eliminated "certify and" preceding
"file in the court", eliminated "a transcript of" following
"file in the court", and inserted "as provided in section
2112 of Title 28", and, in third sentence, substituted
"petition" for "transcript", and "Jurisdiction, which upon
the filing of the record shall be exclusive" for "exclusive
jurisdiction".

CHANGE OF NAME

Act June 25, 1948, eff. Sept. 1, 1948. as amended by
act May 24, 1949, substituted "court of appeals" for "cir-
cuit court of appeals".

Act June 7, 1934, substituted "United States Court of
Appeals for the District of Columbia" for "Court of Ap-
peals for District of Columbia".

TRANSFER OF FUNCTIONS

All executive and administrative functions of the Secu-
rities and Exchange Commission were, with certain ex-

36-500 O---65-v01. 3.---44

ceptions, transferred to the Chairman of such Commis-
sion, with authority vested in him to authorize their
performance by any officer, employee, or administrative
unit under his jurisdiction, by 1950 Reorg. Plan No. 10,
Hi 1, 2, eff. May 24. 1950, 15 F. R. 3175, 64 Stat. 1265,
set out in note under section 78d of this title.

CRoss RzFEENCzS
Proceeding or order of Board of Governors of Federal

Reserve System, section as applicable to, see section 78h
of this title.

Review of orders under-
Investment Advisers Act of 1940, see section 80b-13

of this title.
Investment Company Act of 1940, see section 80a-42

of this title.
Public Utility Holding Company Act of 1935, see

section 79x of this title.
Securities Act of 1933, see section 77i of this title.
Trust Indenture Act of 1939, see section 77vvv of

this title.

FEDERAL RULES OF CIVIL PROCEDURE
Continuation of section under rule 54, see note by

Advisory Committee under rule 54, Title 28, Appendix,
Judiciary and Judicial Procedure.

Costs, see rule 54.

§ 78z. Unlawful representations.

No action or failure to act by the Commission or
the Board of Governors of the Federal Reserve Sys-
tem, in the administration of this chapter shall be
construed to mean that the particular authority has
in any way passed upon the merits of, or given ap-
proval to, any security or any transaction or trans-
actions therein, nor shall such action or failure to
act with regard to any statement or report filed
with or examined by such authority pursuant to this
chapter or rules and regulations thereunder, be
deemed a finding by such authority that such state-
ment or report is true and accurate on Its face or
that it is not false or misleading. It shall be un-
lawful to make, or cause to be made, to any prospec-
tive purchaser or seller of a security any representa-
tion that any such action or failure to act by any
such authority is to be so construed or has such
effect. (June 6, 1934, ch. 404, § 26, 48 Stat. 902;
Aug. 23, 1935, ch. 614, § 203 (a), 49 Stat. 704.)

REFERENCES IN TExr

This chapter, referred to in text, in the original read
"This Act". See codification note under section 78a of
this title.

CHANGE OF NAME
Act Aug. 23, 1935, substituted "Board of Governors of

the Federal Reserve System" for "Federal Reserve Board".

TRANSFER OF FUNCTIONS
All executive and administrative functions of the Secu-

rities and Exchange Commission were, with certain excep-
tions, transferred to the Chairman of such Commission,
with authority vested in him to authorize their perform-
ance by any officer, employee, or administrative unit
under his jurisdiction, by 1950 Reorg. Plan No. 10, H§ 1.
2, eff. May 24, 1950, 15 F. R. 3175, 64 Stat. 1265, set out in
note under section 78d of this title.

CRoss REFERENCES
Unlawful representations under-

Investment Advisers Act of 1940, see section 80b-8
of this title.

Investment Company Act of 1940, see section 80a-34
of this title.

Public Utility Holding Company Act of 1935, see
section 79z-2 of this title.

Securities Act of 1933, see section 77w of this title.
Trust Indenture Act of 1939, see section 77xxx of

this title.
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§ 78aa. Jurisdiction of offenses and suits.

The district courts of the United States, and the
United States courts of any Territory or other place
subject to the jurisdiction of the United States shall
have exclusive jurisdiction of violations of this chap-
ter or the rules and regulations thereunder, and of
all suits in equity and actions at law brought to
enforce any liability or duty created by this chapter
or the rules and regulations thereunder. Any
criminal proceeding may be brought in the district
wherein any act or transaction constituting the vio-
lation occurred. Any suit or action to enforce any
liability or duty created by this chapter or rules
and regulations thereunder, or to enjoin any viola-
tion of such chapter or rules and regulations, may
be brought in any such district or in the district
wherein the defendant is found or is an inhabitant
or transacts business, and process in such cases may
be served in any other district of which the defend-
ant is an inhabitant or wherever the defendant may
be found. Judgments and decrees so rendered shall
be subject to review as provided in sections 225 and
347 of Title 28. No costs shall be assessed for or
against the Commission in any proceeding under
this chapter brought by or against it in the Supreme
Court or such other courts. (June 6, 1934, ch. 404,
§ 27, 48 Stat. 902; June 25, 1936, ch. 804, 49 Stat.
1921; June 25, 1948, ch. 646, § 32 (b), 62 Stat. 991;
May 24, 1949, ch. 139, § 127, 63 Stat. 107.)

REFERENCES IN TExT

This chapter referred to in text in the original read
"This Act". See codification note under section 78a of
this title.

Sections 225 and 847 of Title 28, referred to in the
text, were repealed by act June 25, 1948, ch. 646, § 39, 62
Stat. 992, eff. Sept. 1, 1948.

Former section 225 is now covered by sections
1291, 1292 and 1294 of Title 28, Judiciary and Judicial
Procedure; see Title 11, Bankruptcy, sections 21 and 45
of this title, and section 3731' of Title 18, Crimes and
Criminal Procedure.

Former section 347 is now covered by section 1254 of-
Title 28, Judiciary and Judicial Procedure.

CODIFICATION
The words "the district court of the United States for

the District of Columbia" following "The district courts
of the United States" have been deleted as superfluous
in view of section 132 (a) of Title 28, Judiciary and
Judicial Procedure, which states that "There shall be in
each judicial district a district court which shall be a
court of record known as the United States District Court
for the district", and section 88 of Title 28 which
states that "The District of Columbia constitutes one
judicial district".

Act June 25, 1936, substituted "district court of the
United States for the District of Columbia" for "Su-
preme Court of the District of Columbia".

TRANSFER OF FUNCTIONS

All executive and administrative functions of the Secu-
rities and Exchange Commission were, with certain excep-
tions, transferred to the Chairman of such Commission,
with authority vested in him to authorize their perform-
ance by any officer, employee, or administrative unit
under his jurisdiction, by 1950 Reorg. Plan No. 10, §§ 1, 2,
eff. May 24, 1950, 15 F. R. 3175, 64 Stat. 1265, set out in
note under section 78d of this title.

CROSS REFERENCES

Jurisdiction of offenses and suits under-
Investment Advisers Act of 1940, see section 80b-14

of this title.
Investment Company Act of 1940, see section 80a-43

of this title.

Public Utility Holding Company Act of 1935, see
section .9y of this title.

Securities Act of 1933, see section 77v of this title.
Trust Indenture Act of 1939, see section 77vvv of

this title.

FEDERAL RULES OF CIVIL PROCEDURE

Continuation of section under rule 54, see note by Ad-
visory Committee under rule 54, Title 28, Appendix,
Judiciary and Judicial Procedure.

Costs, see rule 54.
One form of action, see rule 2.

FEDERAL RULES OF CRIMINAL PROCEDURE
Continuation of section under rule 18, see note by Ad-

visory Committee under rule 18, Title 18, Appendix,
Crimes and Criminal Procedure.

§ 78bb. Effect on existing law.

(a) The rights and remedies provided by this chap-
ter shall be in addition to any and all other rights
and remedies that may exist at law or in equity; but

no person permitted to maintain a suit for damages
under the provisions of this chapter shall recover,
through satisfaction of judgment in one or more ac-
tions, a total amount in excess of his actual damages

on account of the act complained of. Nothing in

this chapter shall affect the jurisdiction of the secu-
rities commission (or any agency or officer perform-

ing like functions) of any State over any security
or any person insofar as it does not conflict with

the provisions of this chapter or the rules and regu-
lations thereunder.

(b) Nothing in this chapter shall be construed
to modify existing law (1) with regard to the bind-
ing effect on any member of any exchange of any

action taken by the authorities of such exchange to
settle disputes between its members, or (2) with re-
gard to the binding effect of such action on any
person who has agreed to be bound thereby, or (3)
with regard to the binding effect on any such mem-
ber of any disciplinary action taken by the authori-
ties of the exchange as a result of violation of any
rule of the exchange, insofar as the action taken is
not inconsistent with the provisions of this chapter

or the rules and regulations thereunder. (June 6.
1934, ch. 404, § 28, 48 Stat. 903.)

REFERENCES IN TEXT

This chapter, referred to in subsecs. (a) and (b), in
the original read "This Act". See codification note under
section 78a of this title.

TRANSFER OF FUNCTIONS

All executive and administrative functions of the Se-
curities and Exchange Comission were, with certain ex-
ceptions, transferred to the Chairman of such Commis-
sion, with authority vested in him to authorize their per-
formance by any officer, employee, or administrative unit
under his Jurisdiction, by 1950 Reorg. Plan No. 10, §§ 1,
2, eff. May 24, 1950, 15 F.R. 3175, 64 Stat. 1265, set out in
note under section 78d of this title.

FEDERAL RULES OF CIVIL PROCEDURE

One form of action, see rule 2, Title 28, Appendix,
Judiciary and Judicial Procedure.

§ 78cc. Validity of contracts.

(a) Any condition, stipulation, or provision bind-

ing any person to waive compliance with any provi-

sion of this chapter or of any rule or regulation

thereunder, or of any rule of an exchange required

thereby shall be void.

(b) Every contract made in violation of any provi-
siort of this chapter or of any rule or regulation

§ 78aa Page 2722



TITLE 15.-COMMERCE AND TRADE

thereunder, and every contract (including any con-
tract for listing a security on an exchange) hereto-
fore or hereafter made, the performance of which
involves the violation of, or the continuance of any
relationship or practice in violation of, any provi-
sion of this chapter or any rule or regulation there-
under, shall be void (1) as regards the rights of any
person who, in violation of any such provision, rule,
or regulation, shall have made or engaged in the per-
formance of any such contract, and (2) as regards
the rights of any person who, not being a party to
such contract, shall have acquired any right there-
under with actual knowledge of the facts by reason
of which the making or performance of such con-
tract was in violation of any such provision, rule,
or regulation: Provided, (A) That no contract shall
be void by reason of this subsection because of any
violation of any rule or regulation prescribed pursu-
ant to paragraph (2) or (3) of subsection (c) of
section 78o of this title, and (B) that no con-
tract shall be deemed to be void by reason of this
subsection in any action maintained in reliance upon
this subsection, by any person to or for whom any
broker or dealer sells, or from or for whom any
broker or dealer purchases, a security in violation of
any rule or regulation prescribed pursuant to para-
graph (1) of subsection (c) of section 78o of this
title, unless such action is brought within one year
after the discovery that such sale or purchase in-
volves such violation and within three years after
such violation.

(c) Nothing In this chapter shall be construed
(1) to affect the validity of any loan or extension
of credit (or any extension or renewal thereof) made
or of any lien created prior or subsequent to the
enactment of this chapter, unless at the time of
the making of such loan or extension of credit (or
extension or renewal thereof) or the creating of
such lien, the person making such loan or extension
of credit (or extension or renewal thereof) or ac-
quiring such lien shall have actual knowledge of
facts by reason of which the making of such loan
or extension of credit (or extension or renewal
thereof) or the acquisition of such lien is a viola-
tion of the provisions of this chapter or any rule
or regulation thereunder, or (2) to afford a defense
to the collection of any debt or obligation or the
enforcement of any lien by any person who shall
have acquired such debt, obligation, or lien in good
faith for value and without actual knowledge of
the violation of any provision of this chapter or
any rule or regulation thereunder affecting the
legality of such debt, obligation, or lien. (June 6.
1934, ch. 404, § 29, 48 Stat. 903; June 25, 1938, ch.
677, § 3. 52 Stat. 1076.)

REFERENCES IN TEXT

This chapter, referred to in subsecs. (a), (b) and (c),
in the original read "This Act". See codification note
under section 78a of this title.

AMENDMENTS

1938-Subsec. (b). Act June 25, 1938, added the pro-
viso clause thereto.

§ 78dd. Foreign securities exchanges.

(a) It shall be unlawful for any broker or dealer,
directly or indirectly, to make use of the mails or
of any means or instrumentality of interstate com-

merce for the purpose of effecting on an exchange
not within or subject to the jurisdiction of the
United States, any transaction in any security the
issuer of which is a resident of, or is organized
under the laws of, or has its principal place of busi-
ness in, a place within or subject to the jurisdiction
of the United States, in contravention of such rules
and regulations as the Commission may prescribe as
necessary or appropriate in the public interest or
for the protection of investors or to prevent the
evasion of this chapter.

(b) The provisions of this chapter or of any rule
or regulation thereunder shall not apply to any per-
son Insofar as he transacts a business in securities
without the jurisdiction of the United States, unless
he transacts such business in contravention of such
rules and regulations as the Commission may pre-
scribe as necessary or appropriate to prevent the
evasion of this chapter. (June 6, 1934, ch. 404,
§ 30, 48 Stat. 904.)

REFERENCES IN TEXT

This chapter, referred to in subsecs. (a) and (b), in
the original read "This Act". See codification note under
section 78a of this title.

TRANSFER OF FUNCTIONS

All executive and administrative functions of the Secu-
rities and Exchange Commission were, with certain excep-
tions, transferred to the Chairman of such Commission,
with authority vested in him to authorize their perform-
ance by any officer, employee, or administrative unit
under his Jurisdiction, by 1950 Reorg. Plan No. 10, §§ 1, 2,
eff. May 24, 1950, 15 F. R. 3175, 64 Stat. 1265, set out in
note under section 78d of this title.

CROSS REFERENCES

Effective date, see section 78hh of this title.

§ 78ee. Registration fees.

Every national securities exchange shall pay to the
Commission on or before March 15 of each calendar
year a registration fee for the privilege of doing
business as a national securities exchange during
the preceding calendar year or any part thereof.
Such fee shall be in an amount equal to one five-
hundredths of 1 per centum of the aggregate dollar
amount of the sales of securities (other than securi-

ties which are direct obligations of or obligations
guaranteed as to principal or interest by the United
States or such securities issued or guaranteed by
corporations in which the United States has a direct
or an indirect interest as shall be designated for ex-
emption from the provisions of this section by the
Secretary of the Treasury) transacted on such na-
tional securities exchange during the preceding cal-
endar year and subsequent to its registration as a
national securities exchange. (June 6, 1934, ch.
404, § 31, 48 Stat. 904; Mar. 17, 1944, ch. 101, 58
Stat. 117.)

AMENDMENTS

1944-Act Mar. 17, 1944, added all material within
parentheses.

TRANSFER OF FUNCTIONS

All executive and administrative functions of the Secu-
rities and Exchange Commission were, with certain excep-
tions, transferred to the Chairman of such Commission,
with authority vested in him to authorize their perform-
ance by any officer, employee, or administrative unit
under his jurisdiction, by 1950 Reorg. Plan No. 10, H§ 1, 2,
eff. May 24, 1950, 15 F. R. 3175, 64 Stat. 1265, set out in
note under section 78d of this title.
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§ 78ff. Penalties.
(a) Any person who willfully violates any provi-

sion of this chapter, or any rule or regulation there-
under the violation of which is made unlawful or
the observance of which is required under the terms
of this chapter, or any person who willfully and
knowingly makes, or causes to be made, any state-
ment in any application, report, or document re-
quired to be filed under this chapter or any rule
or regulation thereunder or any undertaking con-
tained in a registration statement as provided in
subsection (d) of section 780 of this title, which
statement was false or misleading with respect to
any material fact, shall upon conviction be fined
not more than $10,000, or imprisoned not more than
two years, or both, except that when such person
is an exchange, a fine not exceeding $500,000 may
be imposed; but no person shall be subject to im-
prisonment under this section for the violation of
any rule or regulation if he proves that he had no
knowledge of such rule or regulation.

(b) Any issuer which fails to file information,
documents, or reports required to be filed under sub-
section (d) of section 78o of this title or any rule or
regulation thereunder shall forfeit to the United
States the sum of $100 for each and every day such
failure to file shall continue. Such forfeiture, which
shall be in lieu of any criminal penalty for such fail-
ure to file which might be deemed to arise under sub-
section (a) of this section, shall be payable into the
Treasury of the United States and shall be recover-
able in a civil suit in the name of the United States.

(c) The provisions of this section shall not apply
in the case of any violation of any rule or regula-
tion prescribed pursuant to paragraph (3) of sub-
section (c) of section 78o of this title, except a
violation which consists of making, or causing to be
made, any statement in any report or document re-
quired to be filed under any such rule or regulation,
which statement was at the time and in the light of
the circumstances under which it was made false or
misleading with respect to any material fact. (June
6, 1934, ch. 404, § 32, 48 Stat. 904; May 27, 1936, ch.
462, § 9, 49 Stat. 1380; June 25, 1938, ch. 677, § 4, 52
Stat. 1076; Aug. 20, 1964, Pub. L. 88-467, § 11, 78
Stat. 580.)

REFERENCES IN TEXT

This chapter, referred to in subsec. (a), in the original
read "This Act". See codification not under section 78a
of this title.

AMENDMENTS

1964-Subsec. (b). Pub. L. 88-467 substituted "re-
quired to be filed under" for "pursuant to an undertaking
contained in a registration statement as provided In" and
inserted "or any rule or regulation thereunder" follow-
ing "section 78o of this title."

1938-Subsec. (c). Act June 25, 1938, added subsec. (c).
1936-Subsec. (a). Act May 27, 1936, inserted "or any

undertaking contained in a registration statement as
provided in subsection (d) of section 780 of this title".

Subsec. (b). Act May 27, 1936, added subsec. (b).

EFFECTIVE DATE OF 1964 AMENDMENT
Amendment of this section by Pub. L. 88-467 effective

Aug. 20, 1904, see section 13 of Pub. L. 88-467, set out as a
note under section 78c of this title.

CRoss REFERENCES

Effective date, see section 78 hi-I of this title.
Penalties under-

Investment Advisers Act of 1940, see section 80b-17
of this title.

Investment Company Act of 1940, see section 80a--48
of this title.

Public Utility Holding Company Act of 1935, see
section 79z-3 of this title.

Securities Act of 1933, see section 77x of this title.
Trust Indenture Act of 1939, see section 77yyy of

this title.

§ 78gg. Separability of provisions.
If any provision of this chapter, or the application

of such provision to any person or circumstances,
shall be held Invalid, the remainder of the chapter
and the application of such provision to persons or
circumstances other than those as to which it is
held invalid, shall not be affected thereby. (June 6,
1934, ch. 404, § 33, 48 Stat. 905.)

REFERENCES IN TEXT

This chapter, referred to in subsec. (a), in the original
"This Act". See codification note under section 78a of
this title.

§ 78hh. Effective date.

This chapter shall become effective on July 1,
1934, except that sections 78f and 781 (b-e) shall
become effective on September 1, 1934; and sections
78e, 78g, 78h, 78i (a) (6), 78j, 78k, 781 (a), 78m-78s,
and 78dd shall become effective on October 1, 1934.
(June 6, 1934, ch. 404, § 34, 48 Stat. 905.)

REFERENCES IN TEXT

This chapter, referred to in text, in the original read
"This Act". See codification note under section 78a of
this title.

§ 78hh-1. Effective date of certain sections.

Sections 781, 781-1, 780 to 78o-2, 78q, 78r, 78t, 78u,
78w, and 78ff of this title shall become effective
on May 27, 1936; except that clause (2) of subsec-
tion (f) of section 781 of this title, and subsections
(a) and (d) of section 780 of this title, shall become
effective ninety days after May 27, 1936, and that
clause (3) of subsection (f) of section 78! of this
title shall become effective six months after May
27, 1936. (May 27, 1936, ch. 462, § 12, 49 Stat. 1380.)

REFERENCES IN TEXT

This chapter, referred to in text, in the original read
"This Act". See codification note under section 78a
of this title.

CODIFICATION

Section is not a part of the Securities Exchange Act of
1934 which comprises this chapter.

N 78ii, 78jj. Omitted.
CoDIFCATiON

Section 7811, act June 6, 1934, ch. 404, § 210, 48 Stat.
908, transferred the powers, duties and functions of the
Federal Trade Commission under subchapter I of chapter
2A of this title to the Securities and Exchange Com-
mission. Pending proceedings before the Federal Trade
Commission were continued before the Securities and
Exchange Commission.

Section 78jJ, act June 6, 1934, ch. 404, § 211, 48 Stat.
909, provided for a study and report by the Securities and
Exchange Commission of reorganization proceedings.
Study as basis for Trust Indenture Act of 1939. see sec-
tion 77bbb of this title.
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