
9873Federal Register / Vol. 60, No. 35 / Wednesday, February 22, 1995 / Notices

7 Securities Act Release No. 7053 (April 19, 1994)
(59 FR 21644); Securities Act Release Nos. 7117,
1778, 7119 (December 13, 1994) (59 FR 65628, 59
FR 65632, 59 FR 65637).

8 Securities Exchange Act Release No. 34961
(November 10, 1994) (59 FR 59390).

9 Securities Exchange Act Release No. 33741
(March 9, 1994) (59 FR 12748).

10 Securities Act Release No. 7086 (August 31,
1994) (59 FR 46314).

11 See NASAA Reports (CCH) ¶ 4161 (1994).
12 Securities Exchange Act Release No. 35224

(Jan. 12, 1995), (60 FR 4040).
13 See NASD Notice To Members 94–94 (Dec.

1994).
14 See Letter re: Chubb Securities Corporation

(Nov. 24, 1994).
15 See Interagency Statement On Retail Sales Of

Nondeposit Investment Products, Board of
Governors of the Federal Reserve System, Federal
Deposit Insurance Corporation, Office of The

Continued

e. Multinational Securities Offerings

The Commission has recently adopted
a number of changes to its rules and
forms designed to facilitate access by
foreign issuers to the U.S. capital
markets. On April 19, and December 13,
1994, the Commission adopted
amendments designed to streamline the
registration and reporting process for
foreign companies accessing the U.S.
public markets by expanding the
availability of short-form and shelf
registration and streamlining the
reconciliation and reporting
requirements.7 Comment is specifically
requested on ways to coordinate federal
and state treatment of multinational
offerings.

f. Debt Market Initiatives

On November 10, 1994, the
Commission adopted amendments to
Rule 15c2–12 under the Securities
Exchange Act of 1934 (‘‘Exchange Act’’)
that are intended to improve disclosure
in the secondary market for municipal
securities.8 The amendments prohibit a
municipal securities dealer from
underwriting an issue of municipal
securities unless the issuer undertakes
to provide annual financial information
and notices of material events to the
market by lodging that information with
informational repositories. The
amendments also prohibit the
recommendation of a municipal security
unless the dealer has procedures in
place to provide reasonable assurance
that it will receive promptly any event
notices with respect to that security.

The amendments follow upon a
March 9, 1994 interpretive release
issued by the Commission that
addressed the disclosure obligations of
issuers and other market participants
under the antifraud provisions of the
federal securities laws in both the
primary and secondary markets for
municipal securities.9

The Conference participants will
discuss these developments and other
matters with respect to municipal
securities. In addition, they will discuss
the Commission’s recent proposals
concerning disclosure of security
ratings.10

g. Derivatives

Derivatives are financial or
commodity instruments which derive
their value from an interest rate, equity
price, market or other defined index,
foreign currency exchange rate,
commodity price of other identified
measure. While derivatives typically are
described as including futures,
forwards, swaps and options, other
instruments such as structured notes,
interest-only and principal-only strips,
inverse floaters and indexed debt and
equity instruments are included in the
broader definition of derivatives
because they have similar risk
characteristics. Recently published data
indicate that the notional amount of
derivatives worldwide exceeds $12
trillion.

Investments in derivative and similar
instruments expose investors to
potential gains or losses linked to the
changes in the underlying variable. The
increasing complexity and widespread
use of derivatives for trading and risk
management purpose has generated
widespread interest. In 1994 a number
of corporate issuers, investment
companies and municipalities
experienced significant losses on
derivative instruments and structured
instruments. The Commission has
undertaken a number of initiatives to
address disclosure, accounting and sales
practices involving derivatives and
similar instruments. Conferees will
discuss the application of federal and
state securities laws to derivatives and
similar instruments as well as
disclosure issues relating to issuances of
and investments in these instruments.

(2) Market Regulation Issues

a. Central Registration Depository
(‘‘CRD’’)

The CRD is a computerized filing and
data processing system operated by the
NASD that maintains information
concerning registered broker-dealers
and their associated persons. The NASD
is currently in the process of
implementing a comprehensive plan to
redesign the CRD. The redesigned
system, which is expected to be fully
operational in 1996, will be expanded to
enhance its regulatory function for use
by the states, self-regulatory
organizations, and the Commission.
Among the improvements anticipated
are (1) Streamlined presentation and
capture of data, (2) better access to
information (e.g., the ability to create
and retrieve standardized and
specialized computer searches), and (3)
electronic filing of uniform Forms U–4,
U–5, and BD, discussed below.

The participants will discuss the
status of the CRD redesign project, as
well as issues relating to operation of
the existing CRD system.

b. Forms Revision

In connection with the CRD redesign,
NASAA has adopted amendments to
Form U–4,11 the uniform form for
registration of associated persons of a
broker-dealer. The revisions to Form U–
4 respond to certain recommendations
addressed in the CRD redesign and
primarily are designed to facilitate the
conversion of data from the existing
CRD system to the newly designed CRD.
The Commission recently has proposed
for public comment similar
amendments to Form BD, the uniform
broker-dealer registration form under
the Exchange Act.12 The proposed
revisions to Form BD are intended to
facilitate retrieval of disciplinary
information by eliciting more precise
information about broker-dealers and
their securities business, and by
reorganizing disclosure items into
related categories.

The participants will discuss issues
relating to the revisions to Forms U–4
and BD, including the disclosure of
customer complaint history of registered
personnel of broker-dealers and issues
raised by the comment letters on the
proposed amendments to Form BD.

c. Bank Securities Activities

The NASD recently has proposed
rules that would govern the conduct of
member broker-dealers operating on
financial institution premises.13 The
proposed rules respond to concerns
expressed by NASD members about the
lack of clear guidance with respect to
the activities of bank-affiliated broker-
dealers and third-party broker-dealers
operating on the premises of financial
institutions pursuant to a networking
arrangement. The NASD Notice to
Members states that, as proposed, the
rules adopt investor protection
principles similar to those set forth in a
recent no-action letter issued by the staff
of the Commission,14 and an
interagency statement issued by the four
banking regulators (‘‘Interagency
Statement’’).15 For example, consistent


