SEC memo to the 9/11 Commission

re: their PreSeptember 11, 2001 Trading Review
Scanned by Mike Williams of 911myths.coml@h April2010




UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20548

OFFICE OF THE
GENERAL COUNSEL

Stop 9612 April 6, 2010

Mike Williams

Re: Appeal, Freedom of Information Act Request No. 07-05593-FOIA
Dear Mr. Williams:

I am responding to your November 2, 2007 Freedom of Information Act appeal of the decision of
the FOIA/Privacy Act Officer, Securities and Exchange Commission, denying your request for a copy of
the May 15, 2002 information memorandum from the Division of Enforcement to the Commission
regarding the Pre-September 11, 2001 Trading Review. On October 11, 2007, the FOIA/Privacy Act
Officer denied your request pursuant to FOIA Exemption 7(A), 5 U.S.C. 552(b)(7)(A).

In reviewing your appeal, while I have determined that Exemption 7(A) no longer applies, I have
also determined that portions of the report, which either reflect internal predecisional Commission
deliberations or law enforcement techniques, or the release of which would constitute an unwarranted
invasion of personal privacy of Commission employees or other persons, are exempt from disclosure.
These portions have been redacted pursuant to FOIA Exemptions 5, 7(E), 6 and 7(C), 5 U.S.C. 552(b)(5),
(T)E), (6) and (7)(C), respectively.

For the remainder of the memorandum, while other FOIA exemptions may apply, I have
determined that it would serve the public interest to disclose that information. This discretionary release
should not be interpreted as a waiver of any applicable exemption in the event you make a request for
similar information in the future.

You have the right to seek judicial review of my determination not to release the redacted
information by filing a complaint in the United States District Court for the District of Columbia or in the
district court where you reside or have your principal place of business. See 5 U.S.C. 552(a)(4)(B). If
you have any questions regarding this determination, please call Thomas J. Karr, Assistant General
Counsel, at 202-551-5163.

For the Commission

by del%:ced authority

Rlchard M Humes
Associate General Counsel
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INFORMATION MEMORANDUM ENF 02-13

_ -File No.: HO-9325
TO: The Commission

FROM: The Division of Enforcement
RE:

Pre-September 11, 2001 Trading Reyiey

DATE: o . May 15, 2002
PERSONS TO CONTACT: '

I Intreduction

On September 12, 2001, the Division of Enforcement began a review of trading in
U.S. securities markets to investigate whether there was evidence that anyone who had
advance knowledge of the terrorist attacks on September 11 sought to profit from that
knowledge by trading in United States securities markets. Our review expanded quickly
to cover trading in a broad range of financial instruments here and abroad. Generally, the
review covered trading during the period from August 20 to September 11,2001. In
furtherance of that review, we worked with, and sought information from, self-regulatory
organizations, securities firms and other financial institutions, other government
regulators in the U.S. and abroad, and criminal law enforcement agencies. At various
times, over 40 Commission staff from the Division of Enforcement and the Office of
International Affairs worked on different aspects of the investigation.'

In the course of our investigation, we examined over 9.5 million securities
transactions. Commission staff, or staff of self-regulatory organizations with whom we
cooperated, reviewed trading in securities and derivative products of 103 companies in
six industry groups with trading in 7 markets. We also reviewed trading in 32 exchange
traded funds and broad and narrow indices. To supplement this review, we requested that

+ . the legal and compliance departments at the largest securities firms, and foreign financial

regulators determine whether any unusual trading activity had been observed by their
staffs in the period prior to September 11.

Our review is now complete. We have not developed any evidence suggesting
that those who had advance knowledge of the September 11 attacks traded on the basis of
that information. In every instance where we noticed unusual trading before the attack,

' A list of Commussion staff who worked on this investigation is attached as Appendix A
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we were able to determine -- either through direct communication with those responsible

for the trading or a review of trading records -- that the trading was consistent with a
-legitimate trading strategy. All of the information developed in this trading review has

been made available to the Department of Justice and to the Department of the Treasury.”

We are providing this memorandum to the Commission to summarize the scope
and the results of our investigation. The Commission may wish to consider whether to
issue a statement notifying the public of those results. We have spoken to the ‘
Department of Justice and the Department of the Treasury, and they have no objection to
the Commission making such a statement.

II. Overview
A. Summary of Trading Review

Initially, we focused on the securities of companies that were directly involved in
the events of September 11: UAL Corp. and AMR Corp. (the parent companies of
United Airlines and American Airlines, respectively); publicly traded companies with
substantial operations in the World Trade Center; and insurers with substantial loss
exposure as a result of the events. We identified various types of securities available for
trading in these issuers and the markets in which they were traded, and analyzed price
and volume activity for aberrational movements. For those securities for which listed
options were traded, we reviewed large option position reports (LOPRs)’ for any unusual
accounts or activity. We also requested that the National Association of Securities
Dealers Regulation Inc. (NASDR) review similar reports filed with that organization with
respect to conventional options® and to review reported trading activity in the NASDR's
Fixed Income Pricing System for eligible high yield securities of affected companies.

Shortly after September 12, we began a more comprehensive review. Analysts in
the Division’s Office of Market Surveillance were assigned specific industry groups to
review. The staff analyzed the impact of the events on the trading activity of the

companies within each group. The following industry groups were selected for a more
detailed review and analysis:

? Both the Department of Justice (including various United States Attorney’s Offices and

Federal Bureau of Investigation Field Offices) and the Department of the Treasury were granted
access to this investigation. Pursuant to Commission authorization, we also briefed staff
members of the Senate Banking Committee. We also briefed staff of the National Security
Council.

’ The rules of each of the markets on which options trade require that member firms submit

identifying information to the exchange for surveillance purposes for any customer or proprietary
account that accumulates a position of 200 contracts or more on either side of the market in a
particular class of options. This information is reported in the LOPR.

¢ A conventional option is any option contract not issued or subject to issuance by the

Options Clearing Corporation.






