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8 17 CFR 200.30–3(a)(12) (1994). 1 15 U.S.C. § 78s(b)(1) (1988).

2 See Securities Exchange Act Release No. 34277
(June 29, 1994), 59 FR 34885 (July 7, 1994).

3 A short sale is a sale of a security which the
seller does not own or any sale which is
consummated by the delivery of a security
borrowed by, or for the account of, the seller.

III. Date of Effectiveness of the
Proposed Rule Change and Timing for
Commission Action

Within 35 days of the date of
publication of this notice in the Federal
Register or within such longer period (i)
as the Commission may designate up to
90 days of such date if it finds such
longer period to be appropriate and
publishes its reason for so finding or (ii)
as to which the self-regulatory
organization consents, the Commission
will:

(a) By order approve such proposed
rule change, or

(b) institute proceedings to determine
whether the proposed rule change
should be disapproved.

IV. Solicitation of Comments

Interested persons are invited to
submit written data, views and
arguments concerning the foregoing.
Persons making written submissions
should file six copies thereof with the
Secretary, Securities and Exchange
Commission, 450 Fifth Street, NW.,
Washington, DC 20549. 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 at
the Commission’s Public Reference
Section, 450 Fifth Street, NW.,
Washington, DC. Copies of such filing
will also be available for inspection any
copying at the principal office of the
above-mentioned self-regulatory
organization. All submissions should
refer to the file number in the caption
above and should be submitted by
December 27, 1995.

For the Commission, by the Division of
Market Regulation, pursuant to delegated
authority.8

Margaret H. McFarland,
Deputy Secretary.
[FR Doc. 95–29685 Filed 12–5–95; 8:45 am]
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November 30, 1995.
Pursuant to Section 19(b)(1) of the

Securities Exchange Act of 1934
(‘‘Act’’),1 notice is hereby given that on
November 27, 1995, the National
Association of Securities Dealers, Inc.
(‘‘NASD’’ or ‘‘Association’’) filed with
the Securities and Exchange
Commission (‘‘Commission’’ or ‘‘SEC’’)
the proposed rule change as described
in Items I and II below, which Items
have been prepared by the NASD. The
Commission is publishing this notice to
solicit comments on the proposed rule
change from interested persons. As
discussed below, the Commission has
also granted accelerated approval of the
proposal.

I. Self-Regulatory Organization’s
Statement of the Terms of Substance of
the Proposed Rule Change

Pursuant to Section 19(b)(1) of the
Act, the NASD is proposing to delay,
from December 1, 1995 to February 1,
1996, the implementation date of the
Primary Market Maker standards to be
used to determine the eligibility of
market makers for an exemption from
the NASD’s short-sale rule. The NASD
also proposes to extend the termination
date for the pilot period to August 3,
1996 instead of June 3, 1996. The text
of the proposed rule change is as
follows (additions are italicized;
deletions are bracketed):

Article III, Section 1
* * * * *
Section 48

(1)(3) Until February 1, 1996 [December 1,
1995], the term ‘‘qualified market maker’’
shall mean a registered Nasdaq market maker
that has maintained, without interruption,
quotations in the subject security for the
preceding 20 business days.
* * * * *

Beginning February 1, 1996 [December 1,
1995], the term ‘‘qualified market maker’’
shall mean a registered Nasdaq market maker
that meets the criteria for a Primary Nasdaq
Market Maker as set forth in Article III,
Section 49 of the Rules of Fair Practice.
* * * * *

(m) This section shall be in effect until
August 3, 1996 [June 3, 1996].

II. Self-Regulatory Organization’s
Statement of the Purpose of, and
Statutory Basis for, the Proposed Rule
Change

In its filing with the Commission, the
NASD included statements concerning
the purpose of and basis for the
proposed rule change and discussed any
comments it received on the proposed
rule change. The text of these statements
may be examined at the places specified
in Item IV below. The NASD has
prepared summaries, set forth in
Sections A., B., and C. below, of the
most significant aspects of such
statements.

A. Self-Regulatory Organization’s
Statement of the Purpose of, and
Statutory Basis for, the Proposed Rule
Change

On June 29, 1994, the SEC approved
the NASD’s short-sale rule applicable to
short sales in Nasdaq National Market
securities on an eighteen-month pilot
basis through March 5, 1996.2 The
NASD’s short-sale rule prohibits
member firms from effecting short sales
at or below the current inside bid as
disseminated by the Nasdaq system
whenever that bid is lower than the
previous inside bid.3 The rule is in
effect during normal domestic market
hours (9:30 a.m. to 4:00 p.m., Eastern
Time). As approved by the Commission,
during the first year that the rule has
been in effect (from September 6, 1994
to September 6, 1995), Nasdaq market
makers who maintained a quotation in
a particular Nasdaq National Market
security for 20 consecutive business
days without interruption are exempt
from the rule for short sales in that
security, provided that the short sales
were made in connection with bona fide
market making activity (‘‘the 20-day’’
test). For the next six months of the 18-
month pilot period (i.e., September 6,
1995 through March 5, 1996), the ‘‘20-
day’’ test for market maker exemptions
from the rule was scheduled to be
replaced with a four-part quantitative
test known as the ‘‘Primary Market
Maker (PMM) Standards.’’

Under the PMM Standards, to be
eligible for an exemption from the short-
sale rule, a market maker must satisfy at
least two of the following four criteria:
(1) The market maker must be at the best
bid or best offer as shown on the Nasdaq


