Petition Principles

Fixing Bullshit Market Rules
One Exception At A Time

WhyDRS.org
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While the whole world was having a big ol’ party, a few outsiders and weirdos saw what no one else could.
These outsiders saw the giant lie at the heart of the economy.

And they saw it by doing something the rest of the suckers never thought to do: ... they looked.
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First, “Two” Steps

1. Find A Shitty Rule (Exemptions ElEasy)

[_lee Citations & References

9% 6 ” e &

Lle» “Exceptions”, “exemptions”, “___ shall not apply”,

”

“Provided, however, _” etc...

This is the hardest part...

Eves glossing over? You're in the right place!

2. Fix That Shit

& Redhine the rule. How would you rewrite the rule?
# Delete the exceptions & exemptions

# Penalty? Change it!

Remember: FOCUS & KISS

Simple edits are easier to push through!



Writing A SEC Petition! |[Template]

Two Requirements

1) What do you want to change? 2) Why does this matter to you?
YOUR REBHNE CHANGES COMPELLING REASONS
ARE YoU COMING To RED?
) I CANT THIS
15 IMPORTANT.

WHAT? |

/ SOMEONE 15 WRONG
ONTHE INTERNET.

/

’_)U

XKCD

No requirements on formality or language! It helps to use industry terminology...


https://docs.google.com/document/d/e/2PACX-1vR_bFU8DO4AdQzXrbZxEUxvy7I15Nr8Z_izsB_sWpH-pr7xlUTfWZZH9wHmxAUqk2W-7hX3ONW5AG_d/pub

Writing A SEC Petition! |[Template]

Two Requirements: TODO

1) What do you want to change? 2) Why does this matter to you?
e Your Redhire Changes e Whatis the [undeniable] problem?
e Use [INSERTION] and --DELETION-- marks o Evidence of the problem

o Current rule creates/allows the problem
e Proposed change fixes the problem
e Why is this better for investors / EVERYONE?


https://docs.google.com/document/d/e/2PACX-1vR_bFU8DO4AdQzXrbZxEUxvy7I15Nr8Z_izsB_sWpH-pr7xlUTfWZZH9wHmxAUqk2W-7hX3ONW5AG_d/pub

s¢ Template Structure

Put The Pieces Together Data, Quotes & Citations
1. Whatis the Jundeniable] problem? e Source Matters:
o Evidence of the problem SEC (BEST: Quote & use their words against them!)
o Current rule creates/allows the problem Federal Reserve
SRO (DTC/DTCC/NSCC/OCC/...)
Federal Agencies

Research Papers (Good)

e Search for when the Rule was adopted and/or changed
o What did the SEC & Commenters say?
o [Jee Facts & Reasons
o Lee Rules, Regulations & Laws

Explain how the current rule creates or allows the undeniable problem.


https://docs.google.com/document/d/e/2PACX-1vR_bFU8DO4AdQzXrbZxEUxvy7I15Nr8Z_izsB_sWpH-pr7xlUTfWZZH9wHmxAUqk2W-7hX3ONW5AG_d/pub

s Template Structure

Put The Pieces Together # Propose REBHENE changes

e Think: old school markup with a typewriter.
e Lowest Common Denominator Format: B/W copies
e Use [INSERTION] and --DELETION-- marks

2. Proposed REBHMNE change(s) fix the problem

Rule 6606

(a) GME go up or down[.]--7

Ll I 4 £ 1 1= o AVA 1
\E = J_AA\.zCJ:Jl' L UL au_y ua_y ClluLll\j L1 L, aAallll
L )\ I . 1o . 1= ] I

A=W/ J_AA\.,CJ:JL, WIITII b.LauLll\j DL\ACWQ_YD .



https://docs.google.com/document/d/e/2PACX-1vR_bFU8DO4AdQzXrbZxEUxvy7I15Nr8Z_izsB_sWpH-pr7xlUTfWZZH9wHmxAUqk2W-7hX3ONW5AG_d/pub

s¢ Template Structure

Put The Pieces Together “But nobody could've known that was a bad idea!”

f
3 TITAT WASSTURID

Why \A;as this adopted & why was that stupid?

What did supporters say vs what actually happened?
Data, Quotes & Citations

Examples - ELI5 & KISS

3. (Optional) Rebutting Prior Arguments


https://docs.google.com/document/d/e/2PACX-1vR_bFU8DO4AdQzXrbZxEUxvy7I15Nr8Z_izsB_sWpH-pr7xlUTfWZZH9wHmxAUqk2W-7hX3ONW5AG_d/pub

so Template Structure

Put The Pieces Together &% Conclusion

Protecting investors, maintaining fair, orderly, and efficient
markets, and facilitating capital formation.

*% One Line Summary
If focusing on eliminating exceptions,
4_' Closing Remarks (Why iS this better?) These proposed amendments do not change any of the sound underlying

principles upon which the rules are based. Instead, these proposed

ARE You COMING To RED? amendments eliminate exceptions so that the sound underlying rules
are applied fairly and equally to all parties with uniform delivery
) I CANT THIS requirements for all long sales.
15 IMPORTANT. o
WHAT? |
/ SOMEONE 15 WRONG
ONTHE INTERNET.
!

)\)

XKCD



https://docs.google.com/document/d/e/2PACX-1vR_bFU8DO4AdQzXrbZxEUxvy7I15Nr8Z_izsB_sWpH-pr7xlUTfWZZH9wHmxAUqk2W-7hX3ONW5AG_d/pub
https://www.sec.gov/about/mission

-/ Where To Write?

Individual ™ Collaborative
Microsoft Word (Windows) e GitHub
Pages (Mac) e (Google Docs
Google Docs e Microsoft Word
e Pages
[ ]



L_1¢%) Where To Look?

Name

RegSHO

Rule 203

Rule 204

Rule 15¢3

Rule 10b-5
(Wikipedia)
Rule 10b-21

For Reference
Regulation SHO - Regulation of Short Sales 17 CTFR 242.200 - 204
Borrowing and delivery requirements 17 CFR § 242.203
Close-out requirement 17 CFR § 242.204
OTC Markets 17 CFR § 240.15¢3
Customer protection - reserves and custody of securities

Securities Exchange Act of 1934 (“Exchange Act”) 17 CFR § 240.10b-5
Authorizes the SEC to regulate fraud and deception

Securities Exchange Act of 1934 (“Exchange Act”) 17 CFR § 240.10b-21

General rule against selling and lying about delivering

Note(s)

RecuLaTion SHO—REeGuLATION OF SHORT SALes (8§ 242.200 - 242.204)
§ 242.200 Definition of “short sale” and marking requirements.

§ 242.201 Circuit breaker.
§ 242.203 Borrowing and delivery requirements.
§ 242.204 Close-out requirement.

203(a) - Long sales
203(b) - Short sales

204(a)(2) - C35 Settlement

15¢3


https://www.law.cornell.edu/cfr/text/17/part-242
https://www.law.cornell.edu/cfr/text/17/242.203
https://www.law.cornell.edu/cfr/text/17/242.204
https://www.law.cornell.edu/cfr/text/17/240.15c3-3
https://en.wikipedia.org/wiki/SEC_Rule_10b-5
https://www.law.cornell.edu/cfr/text/17/240.10b-5
https://www.law.cornell.edu/cfr/text/17/240.10b-21

§ 242.203 Borrowing and delivery requirements. 17 CFR § 240.15c3-3 - reserves and custody of securities

(a) Long sales. (m) Completion of sell orders on behalf of customers. If a broker or dealer executes a sell

(1) If a broker or dealer knows or has reasonable grounds to believe that the sale of an equity order of a customer (other than an order to execute a sale of securities which the seller does not own)
security was or will be effected pursuant to an order marked “long,” such broker or dealer shall not and if for any reason whatever the broker or dealer has not obtained possession of the securities from
lend or arrange for the loan of any security for delivery to the purchaser's broker after the sale, or fail the customer within 10 business days after the settlement date, the broker or dealer shall immediately
to deliver a security on the date delivery is due.

thereafter close the transaction with the customer by purchasing securities of like kind and quantity:
Provided, however, The term customer for the purpose of this paragraph (m) shall not include a
broker or dealer who maintains an omnibus credit account with another broker or dealer in compliance
with section 7(f) of Regulation T (12 CFR 220.7(f)).

(2) The provisions of paragraph (a)(1) of this section shall not apply: Exce[)tiom'.'

(i) To the loan of any security by a broker or dealer through the medium of a loan to another
broker or dealer;

Exception!

(i) If the broker or dealer knows, or has been reasonably informed by the seller, that the seller
owns the security, and that the seller would deliver the security to the broker or dealer prior to the
scheduled settlement of the transaction, but the seller failed to do so; or

(iii) If, prior to any loan or arrangement to loan any security for delivery, or failure to deliver, a
national securities exchange, in the case of a sale effected thereon, or a national securities
association, in the case of a sale not effected on an exchange, finds:

(A) That such sale resulted from a mistake made in good faith;

(B) That due diligence was used to ascertain that the circumstances specified in § 242.200(g)
existed; and

(C) Either that the condition of the market at the time the mistake was discovered was such that
undue hardship would result from covering the transaction by a “purchase for cash” or that the
mistake was made by the seller's broker and the sale was at a permissible price under any
applicable short sale price test.

L_le® Examples




§ 242.203 Borrowing and delivery requirements.

(b) Short sales. (b) Sh
ort sales.
(1) Abroker or dealer may not accept a short sale order in an equity security from another person,
or effect a short sale in an equity security for its own account, unless the broker or dealer has:

(1) A broker or dealer may not accept a short sale order in an equity security from another person,
or effect a short sale in an equity security for its own account, unless the broker or dealer has:

(i) Borrowed the security, or entered into a bona-fide arrangement to borrow the security; or

(i) Reasonable grounds to believe that the security can be borrowed so that it can be delivered on
the date delivery is due; and

(i) Bocunented compliance with this ragraph (30 (i) Borrowed the security, or entered into a bona-fide arrangement to borrow the security] OR??? Why OR?

2) The f | h (b)(1) of thi i hall " " " o "
{ (’I) :b"";"“":“f—a:g:" ‘: ; ‘“::”"IS ad"";apw“’m o (ii) Reasonable grounds to believe that the security can be borrowed so that it can be delivered on
ket or deais that has accepted a shodt sale order from andiher sagistared brokaror

dealer that is required to comply with paragraph (bX1) of this section, uniess the broker or dealer the date delivery is due; and

Telying on this except dertook ity for compli jth paragraph (b)(1)

of this section; (iii) Documented compliance with this paragraph (b)(1).

(i) Any sale of a security that a person is deemed to own pursuant to § 242,200, provided that the - 7
broker or dealer has been reasonably informed that the person intends to deliver such security as i i’ : 5 J

s o R ok VoG Y AR o N SN (2) The provisions of paragraph (bX1) of this section shall not apply to: Exceptions!

within 35 days after the trade date, the broker-dealer that effected the sale must borrow securities

or close out the short position by purchasing securities of ike kind and quantity; (i) A broker or dealer that has accepted a short sale order from another registered broker or
(i) Short sales effected by a market maker in connection with bona-fide market making actvities dealer that is required to comply with paragraph (b)(1) of this section, unless the broker or dealer

i the security for which this exception is dlaimed; and

relying on this exception contractually undertook responsibility for compliance with paragraph (b)(1)
of this section;

(iv) Transactions in security futures

(3) Ifa participant of a registered clearing agency has a fail to deliver position at a registered dlearing
agency in a threshold security for thirteen consecutive settlement days, the participant shall Another “Seller
immediately thereafter close out the fail to deliver position by purchasing securities of ke kind and . S

quantity: Exception

(i) Provided, however, that a participant of a registered clearing agency that has a fail to 17, ] (Not quile
deliver position at a registered clearing agency in a threshold security on the effective date of this Cond’ tions!

(i) Any sale of a security that a person is deemed to own pursuant to § 242.200, provided that the
broker or dealer has been reasonably informed that the person intends to deliver such security as
~soon as all restrictions on delivery have been removed. If the person has not delivered such security

amendment and which, prior to the effective date of this amendment, had been previously Long dated far out

grandfathered from the close-out requirement in this paragraph (bY3) (i., because the participant Deep ITM Puts? Y within 35 days after the trade date, the broker-dealer that effected the sale must borrow securities A_, —

of a registered clearing agency had a fail to deliver position at a registered clearing agency on the Borrow or Close within C35
settlement day preceding the day that the security became a threshold security), shall dlose out that or close out the short position by purchasing securities of like kind and quantity;

fail to deliver position within thirty-five consecutive settlement days of the effective date of this "]‘ - l . 1 - \l ] ot \l l o
amendment by purchasing securtes of ike kind and quantity; (iii) Short sales effected by a market maker in connection with bona-fide market making activities bona kide” Market Making
(ii) Provided, however, that if a participant of a registered clearing agency has a fail to deliver B ov——— o » . . o - = Exce I tion
positon at a regisered clearing agency n 2 hréshold securfy that was sold pursuant to § 230,144 in the security for which this exception is claimed; and

of this chapter for thirty-fi I days, the immediately

thereafter close out the failto deliver position in the security by p of ke kind (iv) Transactions in security futures.

and quantity;

ii) Provided, however, that a participant of a registered clearing agency that has a fail to
deliver position at a registered clearing agency in a threshold security on the effective date of this
amendment and which, prior to the effective date of this amendment, had been previously
excepted from the close-out requirement in paragraph (b(3) of this section (i.., because the
participant of a registered clearing agency had a fail to deliver position in the threshold security that
is attributed to short sales effected by a registered options market maker to establish or maintain a
hedge on options positions that were created before the security became a threshold security),
shall immediately close out that fail to deliver position, including any adjustments to the fail to
deliver position, within 35 consecutive settlement days of the effective date of this amendment by
purchasing securities of lie kind and quanity;

(iv) If a participant of a registered clearing agency has a fai to deliver position at a registered
clearing agency in a threshold security for thirteen consecutive settlement days, the participant and
any broker or dealer for which it clears transactions, including any market maker that would
otherwise be entitled to rely on the exception provided in paragraph (bX)i) of this section, may
not accept a short sale order in the threshold security from another person, or effect a short sale in
the threshold security for its own account, without borrowing the security or entering into a bona-
fide y. untilthe it the failto deliver position
by purchasing securities of like kind and quantity;

(v) Ifa participant of a registered cl torely onthe
day close-out requirement contained in paragraph (5X3)(). (5Y3)(i, or (BX3)i) of this section has a
fail to deliver position at a registered clearing agency in the threshold security for 35 consecutive
settlement days, the participant and any broker or dealer for which it clears transactions, including
any market maker, that would otherwise be entitled to rely on the exception provided in paragraph
(b2 of this section, may not accept a short sale order in the threshold security from another
person, or effect a short sale in the threshold security for its own account, without borrowing the
security or entering into a bona fide arrangement to borrow the security, until the participant closes
outthe failto deliver position by purchasing securities of like kind and quantity;

(vi) If 2 participant of a registered clearing agency reasonably allocates a portion of a fail to deliver
position to another registered broker or dealer for which it clears trades or for which itis
responsible for settiement, based on such broker or dealer's short position, then the provisions of
this paragraph (bX3) relating to such fail to deliver position shall apply to the portion of such
registered broker or dealer that was allocated the fail to deliver position, and not to the participant;
and

(vii) A participant of a registered clearing agency shall not be deemed to have fulfilled the
requirements of this paragraph (b)(3) where the participant enters into an arrangement with
another person to purchase securities as required by this paragraph (b)3), and the participant
knows or has reason to know that the other person will not deliver securities in settlement of the
purchase

o) Examples


https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=b3d3ad62a473c639f04a684be28cc1f3&term_occur=999&term_src=Title:17:Chapter:II:Part:242:Subjgrp:2:242.203

