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6 15 U.S.C. 78o–3(b)(6).
7 15 U.S.C. 78s(b)(3)(A).
8 17 CFR 240.19b–4(f)(3).

9 See Section 19(b)(3)(C) of the Act, 15 U.S.C.
78s(b)(3)(C).

10 17 CFR 200.30–3(a)(12).
1 15 U.S.C. 78s(b)(1).
2 17 CFR 240.19b–4.

3 15 U.S.C. 78s(b)(3)(A).
4 17 CFR 240.19b–4(f)(6).
5 Nasdaq asked, and the Commission agreed, to

waive the 5-day pre-filing notice requirement. See
Rule 19b–4(f)(6)(iii). 17 CFR 240.19b–4(f)(60(iii).

OGC staff will act as advisor to the RSC.
As is the case under the current system,
the RSC will either accept or reject.
ODA will also refer matters to the RSC
that raise significant policy issues.

Pursuant to the proposal, OGC will
continue to serve as counsel to the NAC
and RSC on all adjudicative matters.
OGC will advise the NAC and/or RSC
on particular settlements as necessary,
and it will bring significant policy
issues to the NAC as required. OGC will
also meet with ODA and Enforcement
and Market Regulation management on
a regular basis to discuss these
significant issues. OGC will review all
accepted settlements and identify
trends, issues, and evidentiary and legal
problems for the NAC.

2. Statutory Basis

NASD Regulation believes that the
proposed rule change is consistent with
the provisions of Section 15A(b)(6) 6 of
the Act, which requires, among other
things, that the NASD’s rules must be
designed to prevent fraudulent and
manipulative acts and practices, to
promote just and equitable principles of
trade, and, in general, to protect
investors and the public interest. NASD
Regulation believes that the proposed
rule change will reduce the current
duplication of effort by ODA and OGC
and shorten the time that it generally
takes to accept or reject a settlement.

B. Self-Regulatory Organization’s
Statement on Burden on Competition

NASD Regulation does not believe
that the proposed rule change will result
in any burden on competition that is not
necessary or appropriate in furtherance
of the purposes of the Act, as amended.

C. Self-Regulatory Organization’s
Statement on Comments on the
Proposed Rule Change Received From
Members, Participants, or Others

Written comments were neither
solicited nor received.

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

The foregoing rule change has become
effective pursuant to Section
19(b)(3)(A) 7 of the Act and Rule 19b–
4(f)(3) thereunder 8 as being concerned
solely with the administration of the
NASD. At any time within 60 days of
the filing of such proposed rule change,
the Commission may summarily
abrogate such rule change if it appears
to the Commission that such action is

necessary or appropriate, in the public
interest, for the protection of investors,
or otherwise in furtherance of the
purposes of the act.9

IV. Solicitation of Comments
Interested persons are invited to

submit written data, views, and
arguments concerning the foregoing,
including whether the proposed rule
change is consistent with the Act.
Persons making written submissions
should file six copies thereof with the
Secretary, Securities and Exchange
Commission, 450 Fifth Street, NW.,
Washington, DC 20549–0609. 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 File No.
SR–NASD–2001–58 and should be
submitted by October 25, 2001.

For the Commission, by the Division of
Market Regulation, pursuant to delegated
authority.10

Margaret H. McFarland,
Deputy Secretary.
[FR Doc. 01–24808 Filed 10–3–01; 8:45 am]
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September 28, 2001.
Pursuant to Section 19(b)(1) of the

Securities Exchange Act of 1934
(‘‘Act’’),1 and Rule 19b–4 thereunder,2
notice is hereby given that on
September 27, 2001, the National

Association of Securities Dealers, Inc.
(‘‘NASD’’), through its subsidiary, the
Nasdaq Stock Market, Inc. (‘‘Nasdaq’’)
filed with the Securities and Exchange
Commission (‘‘Commission’’) the
proposed rule change as described in
Items I, II and III below, which Items
have been prepared by Nasdaq. Nasdaq
filed the proposal pursuant to Section
19(b)(3)(A) of the Act,3 and Rule 19b–
4(f)(6) thereunder,4 which renders the
proposal effective upon filing with the
Commission.5 The Commission is
publishing this notice to solicit
comments on the proposed rule change
from interested persons.

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

Nasdaq proposes to extend a three-
month pilot program regarding NASD
Rule 4120, which clarified Nasdaq’s
authority to initiate and continue
trading halts in circumstances where
Nasdaq believes that extraordinary
market activity in a security listed on
Nasdaq may be caused by the misuse or
malfunction of an electronic quotation,
communication, reporting, or execution
system operated by, or linked to,
Nasdaq. The purpose of this proposal is
to extend the pilot for an additional
three months, through January 27, 2002.
There is no new proposed rule language.
Nasdaq proposes no substantive changes
to the existing pilot, other than to
extend its operation through January 27,
2002.

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

In its filing with the Commission,
Nasdaq included statements concerning
the purpose of and basis for its proposal
and discussed any comments it received
regarding the proposal. The text of these
statements may be examined at the
places specified in Item IV below.
Nasdaq 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

1. Purpose
On May 11, 2001, Nasdaq filed with

the Commission a proposed rule change

VerDate 11<MAY>2000 18:19 Oct 03, 2001 Jkt 197001 PO 00000 Frm 00098 Fmt 4703 Sfmt 4703 E:\FR\FM\04OCN1.SGM pfrm01 PsN: 04OCN1



50702 Federal Register / Vol. 66, No. 193 / Thursday, October 4, 2001 / Notices

6 Securities Exchange Act Release No. 44307 (May
15, 2001), 66 FR 28209 (May 22, 2001)(SR–NASD–
2001–37)

7 July 27, 2001 letter from Thomas P. Moran,
Associate General Counsel, Nasdaq, to Alton
Harvey, Division of Market Regulation,
Commission.

8 Securities Exchange Act Release No. 44609 (July
27, 2001), 66 FR 40761 (August 3, 2001) SR–NASD–
2001–37).

9 15 U.S.C. 78o–3.

10 15 U.S.C. 78s(b)(3)(A).
11 17 CFR 240.19b–4(f)(6).
12 For purposes only of accelerating the operative

date of this proposal, the Commission has
considered the proposed rule’s impact on
efficiency, competition, and capital formation. 15
U.S.C. 78c(f). 13 17 CFR 200.30–3(a)(12).

to clarify Nasdaq’s authority to initiate
and continue trading halts in
circumstances where Nasdaq believes
that extraordinary market activity in a
security listed on Nasdaq may be caused
by the misuse or malfunction of an
electronic quotation, communication,
reporting, or execution system operated
by, or linked to, Nasdaq.6 On July 27,
2001, Nasdaq filed Amendment No. 1 to
the proposed rule change, which
requested that the Commission approve
the proposed rule change on a three-
month pilot basis expiring on October
27, 2001.7 Also on July 27, 2001, the
Commission approved the proposed
rule change and Amendment No. 1 8

after finding that the proposed rule
change was consistent with the
requirements of the Act, including
Section 15A of the Act.9

As a result of the decentralized and
electronic nature of the market operated
by Nasdaq, the price and volume of
transactions in a Nasdaq-listed security
may be affected by the misuse or
malfunction of electronic systems,
including systems that are linked to, but
not operated by, Nasdaq. In
circumstances where misuse or
malfunction results in extraordinary
market activity, Nasdaq believes that it
may be appropriate to halt trading in an
affected security until the system
problem can be rectified. In the period
during which the rule change has been
in effect, Nasdaq has not had occasion
to initiate a trading halt under the rule.
Nevertheless, Nasdaq believes that the
rule is an important component of its
authority to maintain the fairness and
orderly structure of the Nasdaq market.
Accordingly, Nasdaq believes the rule
should remain in effect on an
uninterrupted basis.

2. Statutory Basis
As the Commission found in its order

approving the proposed rule change on
a pilot basis, the proposed rule change
is consistent with the provisions of
Section 15A of the Act, which requires,
among other things, that a registered
national securities association’s rules be
designed to prevent fraudulent and
manipulative acts and practices, to
promote just and equitable principles of
trade, and, in general, to protect
investors and the public interest. The

Commission found that the proposed
rule change will provide Nasdaq with
clearer authority to respond to and
alleviate market disruptions and thereby
protect investors and the public interest.

B. Self-Regulatory Organization’s
Statement on Burden on Competition

Nasdaq believes that the proposed
rule change will impose no burden on
competition that is not necessary or
appropriate in furtherance of the
purposes of the Act.

C. Self-Regulatory Organization’s
Statement on Comments on the
Proposed Rule Change Received From
Members, Participants or Others

Written comments were neither
solicited nor received.

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

Because the foregoing proposed rule
change does not:

(i) significantly affect the protection of
investors or the public interest;

(ii) impose any significant burden on
competition; and

(iii) become operative for 30 days
from the date on which it was filed, or
such shorter time as the Commission
may designate, it has become effective
pursuant to Section 19(b)(3)(A) of the
Act 10 and Rule 19b–4(f)(6)
thereunder.11 At any time within 60
days of the filing of the proposed rule
change, the Commission may summarily
abrogate such rule change if it appears
to the Commission that such action is
necessary or appropriate in the public
interest, for the protection of investors,
or otherwise in furtherance of the
purposes of the Act.

Nasdaq has requested that the
Commission accelerate the operative
date. The Commission finds good cause
to waive the 30-day operative waiting
period, because such designation is
consistent with the protection of
investors and the public interest.
Acceleration of the operative date will
allow the pilot to operate through
January 27, 2002 without interruption.
For these reasons, the Commission finds
good cause to waive both the 5-day pre-
filing requirement and the 30-day
operative waiting period.12

IV. Solicitation of Comments
Interested persons are invited to

submit written data, views, and

arguments concerning the foregoing,
including whether the proposal is
consistent with the Act. Persons making
written submission should file six
copies thereof with the Secretary,
Securities and Exchange Commission,
450 Fifth Street, NW., Washington, DC
20549–0609. 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 file number
SR–NASD–2001–60 and should be
submitted by October 25, 2001.

For the Commission, by the Division of
Market Regulation, pursuant to delegated
authority.13

Margaret H. McFarland,
Deputy Secretary.
[FR Doc. 01–24809 Filed 10–3–01; 8:45 am]
BILLING CODE 8010–01–M

SMALL BUSINESS ADMINISTRATION

[Declaration of Disaster #3364]

State of New York; (Amendment #1)

In accordance with a notice received
from the Federal Emergency
Management Agency, dated September
27, 2001, the above numbered
declaration is hereby amended to
include Delaware, Dutchess, Nassau,
Orange, Putnam, Rockland, Suffolk,
Sullivan, Ulster and Westchester
Counties in the State of New York due
to damages caused by explosions and
fires at the World Trade Center which
occurred on September 11, 2001.

In addition, applications for economic
injury loans from small businesses
located in the following contiguous
counties may be filed until the specified
date at the previously designated
location: Broome, Chenango, Columbia,
Greene, Otsego and Schohoarie in the
State of New York; Fairfield and
Litchfield Counties in the State of
Connecticut; Berkshire County in the
State of Massachusetts; Passaic and
Sussex Counties in the State of New
Jersey; and Pike and Wayne Counties in
the State of Pennsylvania. All other
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