FINANCIAL INFORMATION FORUM

June 8, 2026

By electronic mail to rule-comments@sec.gov

Securities and Exchange Commission
100 F Street, NE

Washington, DC 20549-1090

Attn: Secretary

Re: Self-Regulatory Organizations; Financial Industry Regulatory Authority, Inc.; Notice of Filing of
a Proposed Rule Change to Adopt FINRA Rule 4321 (Allocations of Fail to Deliver Positions)
and Amend FINRA Rule 4560 (Short-Interest Reporting) (File No. SR-FINRA-2026-012)

Dear Secretary,

The Financial Information Forum (“FIF”)! appreciates the opportunity to comment on the above-
referenced Notice of Filing published by the Securities and Exchange Commission (the “Commission”) on
May 13, 2026 (the “Notice of Filing”).? The Notice of Filing relates to a rule filing (the “rule filing”) by the
Financial Industry Regulatory Authority, Inc. (“FINRA”) on May 1, 2026 to “(1) amend FINRA Rule 4560
(Short-Interest Reporting) to increase the frequency and granularity of the short interest information
collected and disseminated by FINRA, and (2) adopt FINRA Rule 4321 (Allocations of Fail to Deliver
Positions) to require members to report to FINRA on a monthly basis their daily allocations of fail to
deliver positions to correspondent firms.”3 FIF is submitting this comment letter on behalf of the
members of the FIF Short Sales / Reg SHO / Short Reporting Working Group.

The rule filing includes the following proposed amendments to Rule 4560:

e Require reporting of positions that result from arranged financings
e Require members to submit short interest reports on a weekly rather than bi-monthly basis

1 FIF (www.fif.com) was formed in 1996 to provide a centralized source of information on the implementation
issues that impact the securities industry across the order lifecycle. Our participants include broker-dealers,
exchanges, back office service bureaus, and market data, regulatory reporting and other technology vendors in the
securities industry. Through topic-oriented working groups, FIF participants focus on critical issues and productive
solutions to technology developments, regulatory initiatives, and other industry changes.

2 Securities Exchange Act Release No. 105482 (May 13, 2026), 91 FR 28699 (May 18, 2026) (“Notice of Filing”).

3 FINRA, Proposed Rule Change to Adopt FINRA Rule 4321 (Allocations of Fail to Deliver Positions) and Amend
FINRA Rule 4560 (Short-Interest Reporting) (SR-FINRA-2026-012), available at
https://www.finra.org/sites/default/files/2026-05/SR-FINRA-2026-012.pdf (“Rule Filing”).
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e Reduce the two business-day reporting turnaround period to one business day

o Where a symbol no longer exists on the reporting settlement date, require that firms report
their gross short positions as of the last settlement date for which a symbol was in effect

e Atechnical amendment that would not impact reporting obligations.*

The following are some of the key points discussed in this comment letter:

e FIF members recommend that FINRA hold-off on changes to short interest reporting pending
further action by the Commission on short position reporting.

e Given that short interest reporting and short position reporting are intended to achieve the
same purpose, there is no meaningful value in disseminating two separate reports; requiring
broker-dealers to generate both reports would be unduly burdensome.

e FIF members are opposed to the rule filing because the rule filing does not address the fact that
the current short interest reports are misleading. As discussed below, there are fundamental
problems with short interest reporting that make the current reports misleading to market
participants. The rule filing does not address these problems and, in fact, exacerbates them.

e The Commission and FINRA should adopt a single rule that implements the recommendations of
FIF members to (i) remove the transaction reporting elements from short reporting and (ii)
provide for reporting based on a firm’s economic position.

e Given the current design and implementation of short interest reporting, one-day reporting is
not feasible.

e Asingle short reporting rule should address the current inefficiencies in the validation processes
for short interest reporting.

e The requirement to report on deleted symbols has no disclosure value since the security will not
be tradeable; requiring the reporting of deleted symbols would increase the manual reporting
burden.

e FIF members recommend various updates to FINRA’s economic assessment.

e FIF members are concerned about FINRA's reliance on comment letters from 2021.

A. FIF members recommend that FINRA hold-off on changes to short interest reporting pending
further action by the Commission on short position reporting; there is no meaningful value in
disseminating two separate reports on short positions, and requiring broker-dealers to
generate two reports for the same positions would be unduly burdensome

On October 13, 2023, the Commission adopted a rule to require monthly reporting of short positions by
investors (including institutional investors and broker-dealers).> On August 25, 2025, the 5% Circuit Court
of Appeals remanded the short position reporting rule and a related rule on securities loan reporting
back to the Commission for further consideration.® The court found that the Commission had erred by
failing to consider the impact of the short position reporting rule in the Commission’s economic analysis

4 Notice of Filing, at 91 FR 28699-28701.

5 Securities Exchange Act Release No. 98738 (Oct. 13, 2023), 88 FR 75079 (Nov. 1, 2023) (“Short Position Reporting
Approval Order”).

8 Nat’l Ass’n of Priv. Fund Managers v. SEC (5t Cir. 2025), available at
https://www.ca5.uscourts.gov/opinions/pub/23/23-60626-CV0.pdf.
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of the securities lending rule.” On December 23, 2025, the Commission published an Order to extend the
compliance date for short position reporting to January 2, 2028.2

FIF members recommend that FINRA hold-off on changes to short interest reporting pending further
action by the Commission on short position reporting. The two rules are intended for the same purpose
of providing public disclosure of short positions. Given that the two rules are aimed at the same
objective, there is no meaningful value in disseminating two separate reports, and requiring broker-
dealers to generate two reports for the same positions imposes an undue burden on these firms. The
dissemination of two distinct reports that both focus on reporting of short positions also creates the
potential for confusion by users of these reports as to why there are two reports and why they are
inconsistent. The Commission and FINRA should clearly identify the objectives that they are seeking to
achieve with short reporting and adopt a single rule that meets these objectives.

The rule filing also does not include any discussion of the Commission’s short position reporting rule.
This is understandable given the current remanded status of the short position reporting rule but is also
problematic given the overlap between the two rules and the importance of avoiding unnecessary
duplication. FINRA should hold-off on any further actions with regard to short interest reporting until
there is greater clarity as to the Commission’s response to the remand of the short position reporting
rule.

B. The current short interest reports are misleading; the Commission and FINRA should settle on
a single rule for short reporting that addresses this issue

The current rule and amendments do not achieve FINRA’s stated objectives for short interest reporting

In the rule filing, FINRA discusses the objectives of short interest reporting and the proposed
amendments:

Generally, providing additional data furnishes market participants a more complete view
into the level of short interest in a particular security and in aggregate across reporting
firms. This may allow market participants to better evaluate investment opportunities,
encourage greater market participation, and accelerate the incorporation of potentially
relevant information into price formation processes.’

FIF members believe that the current rule and the proposed amendments do not achieve these stated
objectives because the current short interest reports are misleading and the amendments exacerbate
this issue (for example, by requiring the reporting of misleading data on a more frequent basis).

71d. at 29.
8 Securities Exchange Act Release No. 104303 (Dec. 3, 2025), 90 FR 56813 (Dec. 8, 2025).
9 Rule Filing, at 13-14.



Two reasons that the current short interest reports are misleading

On May 15, 2025, FIF submitted a comment letter'® in response to FINRA Regulatory Notice 25-04.1 The
comment letter discusses how the current short interest reports disseminated to the public are
misleading and how this problem can be addressed. The May 2025 FIF letter focuses on two
fundamental problems with the current short interest reports:

e First, the rule introduces transaction reporting elements into a position reporting system. This
introduces significant and unnecessary complexity into short interest reporting and reduces the
quality of the data that is disseminated to the public by distorting the short positions that firms
report. FINRA and the exchanges separately disseminate information about short sale
transactions.'? Positions and transactions should be reported separately, without commingling
of the two concepts.

e Second, the current ambiguity regarding how a firm should define a principal “account” for
short interest reporting could restrict firms from netting principal long and short positions,
thereby materially overstating the economic short positions of reporting firms.

The rule filing does not address either of these issues and, in fact, exacerbates the current issues (see
discussion below).

Rule 4560 conflates transaction and position reporting, which makes the reports misleading

A single reporting rule should provide for firms to report based on their actual short positions without
regard to the underlying transactions.

Under FINRA Rule 4560(b), firms are required to report short positions only if they result from (1) “short
sales” or (2) certain sales that are marked “long”. This provision introduces transaction reporting
elements into a position reporting system. This creates two significant problems. First, it means that the
short interest report that FINRA purports to be disseminating is not in fact a true short interest report.
Instead, it is a short interest report distorted by transaction reporting elements. Second, Rule 4560(b)
imposes a significant and unnecessary burden on firms to track the details of the underlying transactions
as opposed to reporting based on their current positions. This is often a complex process given the
complexity of the short and long marking requirements of Regulation SHO, including the complexity
relating to “deemed to own" determinations.

10 | etter from FIF to FINRA (May 15, 2025), available at
https://www.finra.org/sites/default/files/NoticeComment/ltr%20t0%20FINRA%200n%20SIR%20submitted %2015
may2025.pdf.

11 FINRA Regulatory Notice 25-04, FINRA Launches Broad Review to Modernize Rules Regarding Member Firms and
Associated Persons (Mar. 12, 2025), available at https://www.finra.org/sites/default/files/2025-03/Regulatory-
Notice-25-04.pdf.

12 See, for example, FINRA, Monthly Short Sale Volume Files, available at https://www.finra.org/finra-data/browse-
catalog/short-sale-volume-data/monthly-short-sale-volume-files.

13 See 17 CFR §242.200.
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The following are examples of the challenges caused by the current conflation of transaction and
position reporting:

e Trades executed away from a prime broker. FAQ Q13 of FINRA’s Frequently Asked Questions
(FAQ) about Short Interest Reporting provides that, with respect to trades that are not executed
by a prime broker, the prime broker “... should not automatically assume that such trades are
‘short sales,” as defined by Rule 200(a) of Regulation SHO, and must take steps to verify the true
nature of the position before reporting it as short interest pursuant to Rule 4560.”* This
imposes a significant and unnecessary burden on the prime broker.

e Errors. Under FAQ Q9, “Short positions in error accounts resulting from transactions placed into
the error account, e.g., journaled from a firm or customer account or re-booked to an error
account, shall be reported as short interest if, prior to being placed or re-booked into the error
account, the original, underlying transaction was a ‘short sale’ as defined by Rule 200(a) of
Regulation SHO, or a transaction that was marked ‘long,’ consistent with Regulation SHO, e.g.
aggregation units.”*® Requiring a reporting firm to track back to the underlying transaction in
this scenario imposes a significant and unnecessary burden on the reporting firm. Further, a
short position in an error account is a principal short position of a firm regardless of the nature
of the associated customer transactions.

A further complication is that a firm cannot necessarily rely on how the firm marked the order for the
applicable sale. FAQ 1 illustrates this challenge for a scenario involving an aggregation unit:

For example, a sale may be marked as “long” because the overall net position in the
security within an aggregation unit is long at the time of the sale. If the execution results
in a short position in a specific account (or subaccount) held within the aggregation unit,
this position is reportable pursuant to Rule 4560.°

These burdens can be avoided by having firms report based on their short positions without regard to
the underlying transactions. This approach also would result in reporting of short positions without the
distortion caused by introducing transaction reporting elements into a position reporting system. As one
example of this approach, error account positions should be counted as part of a firm’s principal
position without regard to the underlying transactions.

A single short reporting rule should provide for reporting based on a firm’s economic short positions;
the current lack of clarity for short interest reporting results in inconsistent and misleading reporting

FINRA Rule 4560(a) requires that firms report “gross short positions existing in each individual firm or
customer account.” Rule 4560 does not define what is meant by an “account”. This creates an ambiguity
as to whether firms can define this based on the firm’s economic position.

4 FINRA, Frequently Asked Questions (FAQ) about Short Interest Reporting, available at
https://www.finra.org/filing-reporting/regulatory-filing-systems/short-interest/faq.

15 1bid.

16 |bid.
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For example, consider the following scenario: Firm A has a short position of 10,000 shares in Account Al
and a long position of 6,000 shares in Account A2; and Firm B has a short position of 4,000 shares in
Account B1. Both firms have an economic short position of 4,000 shares. Firm B reports a short position
of 4,000 shares, but it is not clear whether Firm A is required to report a short position of 10,000 shares,
which would overstate Firm A’s economic short position. We could also consider Firm C, which has a
trading unit with a short position of 10,000 shares, a long position of 6,000 shares, and an economic
short position of 4,000 shares. It is not clear whether Firm C should classify its trading unit as an account
for purposes of short interest reporting and/or whether it can classify a structure (e.g., an aggregation
unit) in which the unit sits as the account for short interest reporting.

Stated more generally, a firm’s account structure is distinct from its economic position. A firm could
establish separate accounts for individual traders, for individual desks or for any number of other
reasons, but whether a firm holds its positions in a security in one or multiple accounts does not change
the firm’s economic position.

When making investment decisions, market participants consider the short interest data disseminated
by FINRA. FIF members are concerned that the over-reporting of short positions that results from the
current lack of clarity on this issue, in addition to providing inaccurate data to market participants, has
led to unnecessary market instability in the past and will continue to do so in the future, if not
addressed.

To address this issue, FIF members recommend that the Commission and FINRA adopt a single rule for
short reporting that allows a firm to net principal short and long positions (i.e., to treat these positions
as a single account). This guidance or relief should include the following conditions:

e The positions are principal positions for the same beneficial owner (i.e., the principal positions
being netted are for the same beneficial owner)

e These principal positions are for the same aggregation unit within the firm

e These principal positions are in the same reportable security (in other words, a short equity
position would not be offset by a long option or other derivative position).

As noted above, a firm’s account structure often has no bearing on a firm’s true economic short
position. Failing to define what constitutes an “account” within the rule leads to inconsistent reporting
of short interest across similarly situated firms with principal positions and distorts what would be
considered truly a short position (i.e., the “market sentiment”) from the investing public’s perspective.

The Commission and FINRA should adopt a single rule for short reporting that is consistent with
Regulation SHO

The proposal by FIF members immediately above is based on the approach of aggregating principal
positions within the same aggregation unit, as this approach most accurately reflects a firm’s economic
short or long position. This approach also is consistent with Rule 200(f) of the Commission’s Regulation
SHO, which provides as follows:



In order to determine its net position, a broker or dealer shall aggregate all of its
positions in a security unless it qualifies for independent trading unit aggregation, in
which case each independent trading unit shall aggregate all of its positions in a security
to determine its net position.*’

FIF members recommend that the Commission and FINRA implement a single rule for short reporting
that is consistent with Rule 200(f) of Regulation SHO, as quoted above.

C. One-day is not sufficient time for broker-dealers to generate and submit short interest reports

The rule filing proposes “... reducing the two business-day reporting turnaround period to one business
day to allow for a more streamlined and timely publication process for short interest reports.”*® Broker-
dealers must undertake significant work to collect and analyze the data required for short interest
reporting. As a result, firms often have challenges in meeting the current two-day reporting deadline.
One challenge is the requirement to analyze the transactions underlying short positions as part of the
short position calculation, as discussed above, which involves significant manual effort for firms. A
second challenge is that many firms, prior to report submission, conduct a manual review of symbols
that have been subject to a corporate action.

Providing reporting firms sufficient time to review short position data prior to reporting is necessary to
ensure the completeness and accuracy of short reports. The Commission highlighted this specific point
in the Commission’s approval order for short position reporting:

The Commission is concerned, however, about the accuracy of the data reported by
Managers and the aggregated data published by the Commission pursuant to Rule 13f-2
reporting requirements. The Commission believes that the data reported by Managers
on Form SHO is more likely to be complete and accurate if Managers are afforded
sufficient time to gather, assemble, and review the reported data. The Commission
continues to believe that 14 calendar days after the end of each month provides a
reasonable period of time for Managers to meet their Rule 13f-2 reporting
requirements.'® [footnotes omitted]

The current two-business day period for short interest reporting is already significantly shorter than the
14 calendar days provided by the Commission for short position reporting. FIF members are opposed to
a further shortening of this time period.

17 17 CFR §242.200(f).
18 Notice of Filing, at 91 FR 28700.
19 Short Position Reporting Approval Order, at 88 FR 75119.
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D. Increasing the frequency of short reporting or reducing the timeline for short reporting is not
feasible given the current inefficiencies in the validation processes

The rule filing proposes short interest reporting on a weekly, as opposed to bi-monthly, basis.?° The rule
filing also proposes “... reducing the two business-day reporting turnaround period to one business day
to allow for a more streamlined and timely publication process for short interest reports.”?! These
changes are not feasible given the current validation processes for short interest reporting.

Given the significant manual effort that is required for short interest reporting (as discussed above),
firms must allocate significant resources to generate short interest reports. Reporting firms also
routinely receive requests from FINRA to validate data that has been reported for symbols that have
been subject to corporate actions or other changes during the reporting period. In some cases, reporting
firms have received validation requests for more than 100 symbols during a reporting period. In the vast
majority of cases, the firm conducts an internal manual analysis and confirms back to FINRA that the
data is, in fact, correct. This process is a costly and inefficient use of firm and FINRA resources.?? A move
to weekly reporting would increase this manual effort. Based on these challenges, FIF members
recommend that the Commission and FINRA adopt a single rule for short reporting that addresses the
current inefficiencies in the validation process.

FIF members further request that FINRA conduct an internal analysis as to the scope of adjustments that
result from the current validation process and whether these adjustments have a material impact on
reported short activity. FIF members further request that FINRA publish the results of this internal
analysis and that this analysis be considered in connection with the implementation of a single rule for
short reporting.

E. The requirement to report on deleted symbols has no disclosure value since the security will
not be tradeable; requiring the reporting of deleted symbols also would increase the manual
reporting burden

The rule filing proposes to require firms to report the “... short interest position data for a security as of
the last settlement date prior to the deletion of its symbol by a self-regulatory organization....”?* FIF
members are concerned that this requirement would impose an additional reporting burden on firms.
Currently, firms are only required to create and maintain a position snapshot for a reporting settlement
date. Under this proposed amendment, firms would need to create and maintain a daily position
snapshot for every settlement date and implement processing to cross-reference and report based on
deleted symbols. The Notice of Filing provides that “FINRA does not expect that firms would incur
substantial costs associated with reporting this information.”?* FIF members disagree with this
statement for the reasons discussed in this paragraph.

20 |bid.

2 |bid.

22 FIF members are also focused on FINRA resources because FINRA’s costs are passed-on to FINRA members.
23 Notice of Filing, at 91 FR 28700.

241d. at 91 FR 28702.



The Notice of Filing presents the following justification for this requirement: “Receiving a final short
interest report in such a security would allow FINRA to more efficiently monitor for compliance with
Regulation SHO.”?* FIF members do not understand how knowing the position on the final day would
assist FINRA in monitoring for compliance with Regulation SHO since the position could have been
established well ahead of the date of deletion, and, in most cases, firms would cover their short
positions in anticipation of the deletion if the corporate actions were known in advance (e.g., the issuer
taking its stock private). FIF members also do not consider this to be a sufficient justification given the
associated costs.

F. Other proposed changes to short interest reporting

The rule filing also proposes changes to require firms to report positions that result from arranged
financings and to require firms to report on a monthly basis their daily allocations of fail to deliver
positions to correspondent firms.?® Consistent with the discussion above, FIF members are opposed to
these changes because they would involve significant work for broker-dealers, and FINRA should not
require broker-dealers to undertake this work pending further action by the Commission on short
position reporting. As one example of the work that would be required, arranged financing transactions
and positions are often recorded through different systems, and incorporating these positions into short
reporting would involve significant integration work for many firms. Some FIF members also are
concerned that requiring the reporting of positions resulting from arranged financings could impact the
accuracy of short reporting. Regarding the proposal to require a new report on allocations of fail to
deliver positions, FINRA should explore alternative means of obtaining this data, such as through
consolidated audit trail reporting of buy-in orders allocated to correspondent firms.?’

G. Economicimpact assessment
Data disseminated to market participants

The Notice of Filing includes a description of FINRA’s economic impact assessment, including the
following:

The proposed short sale-related reporting enhancements would provide greater
transparency regarding short sale activity. Generally, providing additional data furnishes
market participants a more complete view into the level of short interest in a particular
security and in aggregate across reporting firms. This may allow market participants to
better evaluate investment opportunities, encourage greater market participation, and
accelerate the incorporation of potentially relevant information into price formation
processes. These enhancements and the proposed fail to deliver allocation reporting
also would allow FINRA to monitor more efficiently for compliance with Regulation
SHO.?®

%5 |bid.

26 Rule Filing, at 6 and 9-11.

27 See, for example, CAT FAQ B37, available at https://catnmsplan.com/faq#B37.
28 Notice of Filing, at 91 FR 28702.
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Given the view of FIF members, as discussed above, that the current reports are misleading and that the
proposed amendments do not address this issue, FIF members disagree with this analysis.

FIF members recommend that FINRA, in its economic impact analysis, include a discussion of the types
of market participants that reference short interest reports and for what purpose. This would help to
inform the questions of whether the current short interest reports are achieving the intended objective
and how to most effectively implement short reporting.

Frequency and timing of short interest reporting

The Notice of Filing includes the following discussion of FINRA’s economic assessment of its proposal to
increase the frequency and reduce the timeframe of short interest reporting:

The costs associated with accommodating more frequent reporting with a faster turn-
around time depends primarily on firms’ reliance upon manual processes in collecting,
validating and reporting short interest. Many firms like[sic] rely on manual processes to
determine whether a short position is reportable, as well as to validate and verify their
short positions.?® [footnotes omitted]

FIF members do not consider the discussion above to be an adequate consideration of the costs
associated with short interest reporting and the increased costs that would result from increasing the
frequency and reducing the timeframe for reporting. FINRA should incorporate the following additional
considerations into its economic analysis:

e Costs resulting from the requirement to look-through to the underlying transactions

e Costs resulting from the requirement to validate symbols during the limited period
between the reporting settlement date and the report submission date

e Costs resulting from the current post-reporting validation processes.

Each of these costs is discussed above in this comment letter. Weekly reporting would significantly
increase each of these costs.

Short interest reporting for deleted symbols

The Notice of Filing includes the following statement relating to the proposed change for reporting
deleted symbols:

FINRA does not expect that firms would incur substantial costs associated with reporting
this information because it would be a continuation of the same data that they are
required to report for securities, although they may need to make an upfront system or

291d. at 91 FR 28703.
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process change in order to report their gross short positions in the security as of the last
settlement date for which a symbol was in effect.*

FIF members disagree with this statement because firms would need to create and maintain a daily
position snapshot for every settlement date and implement processing to cross-reference and report
based on deleted symbols. Currently, firms are only required to create and maintain a position snapshot
for a reporting settlement date.

Arranged financing transactions

The rule filing should address the fact that arranged financing transactions and positions are often
recorded through different systems, and incorporating these positions into short reporting would
involve significant integration work for many firms.

Short position reporting

The rule filing should discuss the costs of the Commission and FINRA implementing two overlapping
short reports and the opportunity to address these costs through the adoption of a single rule for short
reporting.

H. FIF members are concerned about FINRA’s reliance on comment letters from 2021

The FINRA rule filing discusses comments received by FINRA in response to FINRA Regulatory Notice 21-
19.3! FIF members are concerned about FINRA relying on comment letters from 2021 given market
changes since 2021, including significantly increased trading volumes (which increase the manual
burden for reporting firms), the increase in fractional share trading, and the expansion of overnight
trading. Given these and other developments since 2021, FIF members recommend that the
Commission and FINRA consider comment letters submitted in response to the rule filing as opposed to
comment letters submitted in 2021.

* % % % %

30 |bid.

311d. at 91 FR 28703-28704; FINRA Regulatory Notice 21-19, FINRA Requests Comment on Short Interest Position
Reporting Enhancements and Other Changes Related to Short Sale Reporting (June 4, 2021), available at
https://www.finra.org/sites/default/files/2021-06/Regulatory-Notice-21-19.pdf.

11


https://www.finra.org/sites/default/files/2021-06/Regulatory-Notice-21-19.pdf

FIF appreciates the opportunity to comment on the above-referenced FINRA rule filing. If you would like
clarification on any of the items discussed in this letter or would like to discuss further, please contact
me at howard.meyerson@fif.com.

Very truly yours,
/s/ Howard Meyerson

Howard Meyerson
Managing Director, Financial Information Forum
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