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Will merger weaken regulziory oversight?
Lozl gedudilies avpats dsagres on polential mpact of MASD, NYSE combinalion

Srodt Olsow sodsan@i) aom

A margar of tha fac biggeal regulsiers thal pafics he nation's 8100 investment brokerages B drawing mised reacions freen the
sacuilies indusiry. MASDL formerty known as the Mational Asiccislion of Seoriliss Dealers, and NYSE Group Inc., parent of the New
York Slock Exchange sufsidiaias, went 1o comples the mengar by Juna 30

Supgerters hall the alance 2 a costeutting measune that wil eliminate cveriapoing regulation and aatabiish @ unifern sat of rulas by
Placing oreersaghi respomelbibly i a single, yel-loc-be-named anlity

But the propossl & encounbedng aapostion from some wihin the Indusiry whe ink the consolidation in fact will weaken oversight by
rasulting in fewer regulators.

Mark Maddox, managing painss of local secwrifies frm Maddox Hamges & Caruas PC and an Indiana seouries commissonst e
B8 1o 1581, represenls victims of ieestmend Traud,

“You're realy taking cops off the tewd” ha s, " would ba liks the city of Indarapals saying, 'In responde | man mundars, we'e
going & cul the police Barce by & Bad =

Advacaias argue the consams are exaggebed. Russel Bauman, reforsd sales manager of Chicago-based David & Moyes £ Co
z=d fiems mach as ks are scndinized phainty.

"WE obvioue o me and oy colieagues that the regulalony oversph is greater loday than ewer belore” said Baumas, who manages Be
Indanapeclis branch, "Its soenaihing hat seems %o increasa year after year shar year”

Indeed, otfwr regulalers insude the Secunties and Exchange Gommission, slale agencias and lass sgrificant sed-regulsiany
weganizations much smaller than aither B NASD or NYSE,

The: naw departmend will indude regulsion fom both enforcamant teams and will opesate from New Yark City; Washington, DU and
18 disiic locations acrass tha country, 8ecording 10 & joind riease from tha e partnars.

‘et shenlicism abounds, ewen fram the indiers Secretary of State's Office. | Iaurched 8 Prosecutln Assslance Unk within fs
Gacurfins Division lasl yess do furlher pralec] invesomns

"V liva in B workd where we've hisd Enron and WeridCom,” geid Todd Rokita, Indiana secrotary of stabe. “mwestments are mora
complex fan aver bafera, I you don't have 3 reguialory schema thal 8 helpiul, pecple will luen away fom e markets "

And Maddax further asseed 1hel ivestors will have one less arbitration cplion. Arbitration is & quick and nexpensve alternative 1o a
lemauil and i the: most pepalar way B0 rescles complicated disputes in the secuntios industny. The corsalidalion will laawe anty ane
agency In which 1o saek & settlament.

Ancther concem uniedabed 10 CONBumAr prolection invoties SMaler saceies s fearful the proposal will kand cversight corrol o
lamger brokerages by resticng thair woice an Ehe new aganzalion's corcolicated boasd. Under the plan, small frrs of 150 brakems or
Beces, which mamber roughly 4,500 and far cuinumber Sei bigger counternans, can voos for only seven of the 23 saels. They now wilg
Tor all glola a3 MASD members.

Tha discrapancy Wil give larger firns complele confml ower securiies regulsion and allyw them o propose ndes and bundersomrs
reguiations amed & alminsding compaiion iom Ssaler ivals, said ™a Financsd Indislry Asacciaian, The wear-ald Florida-bassd
Qi formed o represant the interestc of smaler, regiongl brokeraoss and is the most vocal critic of the propassl,

"Thay'na rying 10 cram e down eversbody's thioats and dalng evarylhing they can o gal them to dink the Kogl-Aikd,” FI4 Frasicdan
Richard Gotde s *tf's & crazy plen and an absahds smazing coup by @ very small group of manopolists.®

Those ane the 200 langest fims that are membes of bolk the NY2E Group and NASD. Tha conesbdation bringing the brotsrages
under one uebrela @ anpecied o reduce their expenses, The anlicipated sevings wil be dstibuted I 8 ors-lima 535000 Pt i
each memoer thal delracions fken 10 2 bribs i buy suppart dnd annual dues will be reduced by 81 200 annually for the nexd fuo
YOArs



Michaed Bosway, CEO ol locally bemed City Secursies. Comp,, I5 uncomvinced smalkar Sme such 25 nis will saffer 88 8 resut of the
consodidation. He chaired Sw MASDY Diglict B commities this year that is based in Ghicago and encompasses Minods, Indiana,
Fariluciy, Michagan, Ohio and Wisconsin.

I mighl ke 8 more dficul! for e smaler fimns o ba heard, Dol thal redecl? iz nel that sigailicanl” Pa gaid. "The way we oparaie
trom a chanl pampechiye wort change one kia”

Bavman fl David A Noyes dosan'] view the consoidadion as a power grab by lange securilies Tems, Rathar, if is in neaction o fe
aggresshm awersignl of Elct Spizer, formar atomay general ard newly elected govemor of Mew Yaork, he said.

Upan taking office in 1938, Spitzer Investigated conflicts of inlanesl by imvesimen] banks, (liegal rading practces by mubual funda, and

D"Lf_'-mﬂ'nﬂ by thg irgurance induslry, Hs probes hawe l=d to Elilens of dobars in moovenas Tor invesions, as weall &5 InGusTy-wide
re L

Spitoer's supcess led the NASD and NYSE Group o seak addtional relonm, for fear of being “shown up® furthes, Bauman said.

A recent NASD rulng slapped Omaha, Neb.-based Securties Amerca inc. with 2 2.8 milion fne for allsgedly faling 1o propery
supenisg 3 brnkar. The broker was socsed of corwinging a group of fomar Exenddobil emglovess Lo reline eardy and cash oul thair
ralrement savings for vasiable anrities. The NASD awarded ther §13.8 milion n resifuwsion.

It alsa fingd Mew York-based Copenheimer & Co. Ing. $800,000 for several alleged breachas, Thay Inchaded tailing o respond o
regulalory requests for information and failng 1o Gmely Bnd actusralely repot thousands of munidpal secunties dealings

The memger betwosn NASD and NYSE & naary complaba. Directon of bodh have gramed their consent, akhough amendmients o
bylerwis 51l e appaoval from MASD mambers. The Secunties and Exchange Commicsion ako neads ¥ give ite Dieging.
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