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assesses each member firm.>. The NASD now proposes to reduce the TAF rate on covered
equity securities from the current rate of $0.10 per 1,000 shares to $0.075 per 1,000 shares.
In addition, the NASD is proposing that the maximum charge per trade under the TAF be
reduced from the current cap of $10.00 per trade (based on 100,000 shares) to $3.75 per
trade (based on 50,000 shares).*

The NASD also proposes to assess the TAF on TRACE-eligible securities and municipal
securities based on a review of reported volumes in these securities and a determination
based on that review that TAF at this rate reflects NASD’s regulatory efforts in the fixed
income market. The proposed TAF on TRACE-eligible securities and municipal securities
is at a rate of $0.00075 per bond, with a maximum assessment of $0.75 per trade (based on
1,000 bonds). The NASD proposes to exempt from the TAF, however, proprietary
transactions in TRACE-eligible securities by a firm that is a member of both NASD and a
national securities exchange and that are effected in the firm’s capacity as an exchange
specialist or exchange market maker.’

As noted in the Release announcing these proposed amendments, in October 2003, the STA
expressed concerns to the NASD that the maximum charges per trade under the TAF might
be excessive.® The STA therefore appreciates and supports the NASD’s proposal to revise
the TAF rates.

* Securities Exchange Act Rel. No. 49114 (Jan. 22, 2004), 69 Fed. Reg. 4194 (Jan. 28, 2004).
*1d.
’1d.

® Letter to Robert R. Glauber and Mary L. Schapiro, NASD, from John P. Hughes and John C. Giesea,
Security Traders Association {October 21, 2003)
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As always, the STA and our membership would be happy to assist the NASD as it evaluates
the potential effects of the proposed changes to the TAF charges and covered securities.
Please do not hesitate to contact the undersigned.

Truly yours,

A !
Mary McDermott-Holland John C. Giesea
Chairman of the Board President and CEO

cc: The Honorable William H. Donaldson
The Honorable Paul S. Atkins
The Honorable Roel C. Campos
The Honorable Cynthia A. Glassman
The Honorable Harvey J. Goldschmid

Annette L. Nazareth, Director
Robert L.D. Colby, Deputy Director
Division of Market Regulation
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