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INTRODUCTION

In 1975, Congress passed the Securities Reform Act; The
rationalization for its passage was to promote real competition
in the security marketplace. Congress felt that a true national
market representing all sections of the country would be in the
best interests of the economy. Little attention was given to
the reality of present business trends. Congress ignored the
fact that over 88 percent of transactions on organized exchanges
currently take place in New York City. It also failed to comment
on the possibility of open off~floor trading fractionalizing the
current system and the resulting lessening of investor protec-
tion.

In 1976, the New York State Legislature bhegan to acknowledge
the poésible deleterious effects of the Reform Act and its im-
posed taxation which was imparing the Exchanges' competitive ad-
vantage. The Legislature's first act was a repeal of the New York
City Bond Transfer Tax. The law imposed a tax on the seller and
purchaéer of bonds at the rate of $.25 per $1,000.00 face value
of. a bond when the sale is made, negotiated, or executed in New
York City. Firms reacted by shifting the point of sale or of
negotiation out of the city. This was followed by a series of
brokerage houses moving their bond departments to New .Jersev and
points west. Not only was projected revenue being lost (only 57
percent was collected the first year), but the shift in business
resulted in a shortfall of other tax revenues.

Attention was also directed to the Stock Transfer Tax, the

surcharge and effects unon market makers. The Transfer Tax
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