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4/21t2008 

Ms. Nancy M. Morris, Secretary 
SecuritiesandExchangeCommission 
100 F. Street, NE 
Washington,DC 20549-1090 

RE: ReleaseNos.34-57511:File No. 5748-08 - "Naked"Short Selline Anti-Fraud 
Rule 

Dear Ms. Morris, 

I commend the SEC's recent action to strengthen Regulation SHO rhrough the 
eliminationof the grandfatherprovision,theproposedeliminationof the options 
market maker exemotion'l' l. and the consideration of increasedenforcement't'r.I am 
pleasedthat Chairtnan Cox continues to speak about the abuses ofnaked short selling 
and the need to end these fraudulentpractices. 

However, despite these recent efforts andpublic comments, the abuses continue 
largely unabated. I believethat the current proposal does not address the critical 
aspects of this issue. A well firnctioning capital market should not have any settlement 
failures large en^o3gh andprotractedenoughto merit inclusion on the Regulation SHO 
ThresholdList't'J. 

Theproposed'Naked" Short Selling Anti-Fraud Rule states that deceiving brokers or 
dealers regarding the ability or intent to deliver stock on the scheduled settlement date 
is an offense; however, that is already a clear violation of the anti-fraud provisionof 
Rule l0b-5. Simply restating that such fraud is an offense will do little to change the 
current situation 

Serious settlement failures will persistunless the SEC implements additional reforms. 
Specifrcally,the SEC should (a)require that all short sellers ofthreshold securities 
either(i) havepossessionof the stock in questionor (ii) have entered into a bona fide 
contract to borrow tle stock in advance of the sale; and (b) increasetransparencywith 
resard to short sellins and settlement failures to reduce the clouds of suspicion that 
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Members of Congress, the U.S. Chamber of Commerce, and other notable 
commentators, have called repeatedly for these changes. The SEC should promptly 
implement these two critical componenls of effective Regulation SHO reform. 



Sincerely, 
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Marvin H. Schwartz. M.D. 


