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Copies of the submission, all subsequent
amendments, all written statements
with respect to the proposed rule
change that are filed with the
Commission, and all written
communications relating to the
proposed rule change between the
Commission and any person, other than
those that may be withheld from the
public in accordance with the
provisions of 5 U.S.C. §552, will be
available for inspection and copying in
the Commission’s Public Reference
Room. Copies of such filing will also be
available for inspection and copying at
the principal office of the NASD. All
submissions should refer to the file
number SR-NASD-94-54 and should be
submitted by May 18, 1995.

V. Conclusion

For the reasons stated above, the
Commission finds that the rule change
is consistent with the Act and the rules
and regulations thereunder applicable to
the NASD, in particular, Section
15A(b)(6). In addition, pursuant to
Section 19(b)(2) of the Act,24 the
Commission finds good cause for
approving the proposed rule change, as
amended, prior to the 30th day after
publication of Amendments No. 1 and
2 in the Federal Register. These
amendments provide that the NASD
will apply initial listing and
maintenance criteria consistent with the
application of these criteria by the
options exchanges for determining
whether a security qualifies for
standardized options trading. The
Commission finds that no new
regulatory issues are raised by these
amendments and notes that prior to
them, the proposed rule change was
published in the Federal Register for
the full statutory period and no
comments were received.

It is therefore ordered, pursuant to
Section 19(b)(2) of the Act, that the
proposed rule change SR-NASD-94-54
be, and hereby is, approved, as
amended.

For the Commission, by the Division of
Market Regulation, pursuant to delegated
authority.25
Margaret H. McFarland,

Deputy Secretary.
[FR Doc. 95-10295 Filed 4-26-95; 8:45 am]
BILLING CODE 8010-01-M

2415 U.S.C. 78s(b)(2).
2517 CFR 200.30-3(a)(12) (1994).

[Release No. 34-35625; International Series
Release No. 804; File No. SR-NASD-94—
55]

Self-Regulatory Organizations;
National Association of Securities
Dealers; Order Approving a Proposed
Rule Change Relating to the Access of
West Canada Clearing Corporation and
Its Members to the Automated
Confirmation Transaction Service

April 19, 1995.

On October 12, 1994, the National
Association of Securities Dealers, Inc.
(““NASD”) filed with the Securities and
Exchange Commission (““Commission’)
a proposed rule change (File No. SR—
NASD-94-55) under Section 19(b)(1) of
the Securities Exchange Act of 1934
(“Act’) 1 to allow access by West
Canada Clearing Corporation (‘“West
Canada’) and its members to the
NASD’s automated confirmation
transaction service (““ACT”’). Notice of
the proposal was published in the
Federal Register on January 27, 1995.2
Sixteen comment letters were received
that supported the proposal.3 For the
reasons discussed below, the
Commission is approving the proposed
rule change.

115 U.S.C. 78s(b)(1) (1988).

2 Securities Exchange Act Release No. 35257
(January 20, 1995), 60 FR 5446.

3 Letters from M. Dryhurst, Cage Manager,
Levesque Beaubien Geoffrion Inc., to Secretary,
Commission (February 8, 1995); Charles J. Dunlap,
C.G.A., Chief Financial Officer, Haywood Securities
Inc., to Secretary, Commission (February 7, 1995),
Donna M. Kenny, Back Office Manager, Global
Securities, to Secretary, Commission (February 9,
1995); D. Foreman, Manager, Clearing, Odlum
Brown, to Secretary, Commission (February 9,
1995); B.D. Harwood, Vice Chairman, Canaccord, to
Secretary, Commission (February 16, 1995); Gerald
H. Powers, Senior Vice President, Cantella & Co.,
Inc., to Secretary, Commission (February 16, 1995);
David R. Smith, Chief Financial Officer, McDermid
St. Lawrence Chisholm Ltd., to Secretary,
Commission (February 14, 1995); Phyllis Stevenson,
Manager, Operations, Meridian Securities
International Ltd., to Secretary, Commission
(February 10, 1995); Steve McKee, Registered
Representative, Golden Capital Securities Ltd., to
Secretary, Commission (February 14, 1995); Tony
Chan, Vice President, Golden Capital Securities
Ltd., to Secretary, Commission (February 14, 1995);
Jeff Rutledge, Registered Representative, Golden
Capital Securities Ltd., to Secretary, Commission
(February 14, 1995); Gus Wahlroth, Registered
Representative, Golden Capital Securities Ltd., to
Secretary, Commission (February 14, 1995); Jack
Finkelstein, Registered Representative, Golden
Capital Securities Ltd., to Secretary Commission
(February 14, 1995); Randy Shaw, Registered
Representative, Golden Capital Securities Ltd., to
Secretary, Commission (February 14, 1995); Rita
Gatto, Registered Representative, Golden Capital
Securities Ltd., to Secretary, Commission (February
14, 1995); Marie Martin, Vice President and
Operations Manager, Midland Walywn Capital Inc.,
to Secretary, Commission (February 22, 1995). The
comment letters are discussed in Section B below.

I. Description of the Proposal

A. Description

The NASD is amending its rule
regarding ACT to allow West Canada, a
nonmember of the NASD, and members
of West Canada who are not members of
the NASD to access this service. The
NASD also is amending the ACT rule to
reflect that NASD members functioning
as market makers in over-the-counter
equity securities are also classified as
ACT participants.

The NASD created and implemented
the ACT system in response to problems
experienced in the wake of the October
1987 market break and at the urging of
the Commission to consider accelerating
efforts to generate same day compared
trades.4 ACT has three primary features:
(1) Trade match processing (i.e., the
comparison of trade information and the
submission of locked-in trades for
regular way settlement to clearing
agencies on a trade date or next day
[“T+1"] basis); > (2) trade reporting for
transactions in securities that are subject
to real time trade reporting
requirements; and (3) risk management
features that provide firms with a
centralized, automated environment for
assessing market exposure during and
after the trading day and that permit
clearing firms to monitor and respond to
the ongoing trading activities of their
correspondents.®

4 For a description of ACT, refer to Securities
Exchange Act Release Nos. 27229 (September 8,
1989), 54 FR 38484 [File No. SR—-NASD-89-25]
(order partially approving proposed rule change to
permit ACT to be used by self-clearing firms) and
28583 (October 26, 1990), 55 FR 46120 [File No.
SR-NASD-89-25] (order approving remainder of
File SR-NASD-89-25 to permit ACT to be used by
introducing and correspondent broker-dealers).

5 ACT uses three methods to lock-in trades: (1)
Trade-by-trade match, whereby both sides of the
trade are reported to ACT and matched; (2) trade
acceptance, whereby one side of the trade is
reported to ACT and accepted by the contra-side;
and (3) aggregate volume match, whereby ACT
performs a batch-type comparison at the end of
each day that aggregates previously unmatched
trade reports to effect a match. (For example, two
identical trade reports for 300 and 400 shares of the
same security may be matched with a 700 share
trade report.)

6 Among others, ACT has the following risk
management capabilities. First, ACT can compute
the dollar value of each trade report entered thereby
allowing member firms to assess their market
exposure during the trading day. Second, clearing
firms can establish daily gross dollar thresholds for
each correspondent’s trading activity. If a
correspondent reaches or exceeds the threshold, the
clearing firm is so notified. Third, ACT alerts
clearing firms when a correspondent reaches 70%
or 100% of its daily gross dollar threshold. Fourth,
ACT has a single trade limit that provides clearing
firms with a 15 minute review period prior to
becoming obligated to clear a trade of $1,000,000 or
more executed by one of its correspondents. Fifth,
ACT has a super cap limit set at two times the gross
dollar thresholds for purchases and sales but in no
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