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application for vregistration as a
broker-dealer and such person complies
in all material respects with rules of
the Commission applicable to reg-
istered brokers and dealers and (2) such
exchange has filed with the Commis-
sion a statement that it has reviewed
such application and that there do not
appear to be grounds for its denial.

(b) The exemption from registration
provided by this rule shall not be avail-
able to any person while there is pend-
ing before the Commission any pro-
ceeding involving any such person pur-
suant to section 15(b)(1)(B) of the Act.

[41 FR 18290, May 3, 1976]

§240.15a-5 Exemption of
nonbank lenders.

A lender approved under the rules
and regulations of the Small Business
Administration shall be exempt from
the registration requirement of section
15(a) (1) of the Act if it does not engage
in the business of effecting trans-
actions in securities or of buying and
selling securities for its own account
except in respect of receiving notes evi-
dencing loans to small business con-
cerns and selling the portion of such
notes guaranteed by the Small Busi-
ness Administration through or to a
registered broker or dealer or to a
bank, a savings institution, an insur-
ance company, or an account over
which an investment adviser registered
pursuant to the Investment Advisers
Act of 1940 exercises investment discre-
tion.

[41 FR 50645, Nov. 17, 1976]

certain

REGISTRATION OF BROKERS AND
DEALERS

§240.15a-6 Exemption of certain for-
eign brokers or dealers.

(a) A foreign broker or dealer shall be
exempt from the registration require-
ments of sections 15(a)(1) or 156B(a)(1) of
the Act to the extent that the foreign
broker or dealer:

(1) Effects transactions in securities
with or for persons that have not been
solicited by the foreign broker or deal-
er; or

(2) Furnishes research reports to
major U.S. institutional investors, and
effects transactions in the securities
discussed in the research reports with

17 CFR Ch. Il (4-1-13 Edition)

or for those major U.S. institutional
investors, provided that:

(i) The research reports do not rec-
ommend the use of the foreign broker
or dealer to effect trades in any secu-
rity;

(ii) The foreign broker or dealer does
not initiate contact with those major
U.S. institutional investors to follow
up on the research reports, and does
not otherwise induce or attempt to in-
duce the purchase or sale of any secu-
rity by those major U.S. institutional
investors;

(iii) If the foreign broker or dealer
has a relationship with a registered
broker or dealer that satisfies the re-
quirements of paragraph (a)(3) of this
section, any transactions with the for-
eign broker or dealer in securities dis-
cussed in the research reports are ef-
fected only through that registered
broker or dealer, pursuant to the provi-
sions of paragraph (a)(3) of this section;
and

(iv) The foreign broker or dealer does
not provide research to U.S. persons
pursuant to any express or implied un-
derstanding that those U.S. persons
will direct commission income to the
foreign broker or dealer; or

(3) Induces or attempts to induce the
purchase or sale of any security by a
U.S. institutional investor or a major
U.S. institutional investor, provided
that:

(i) The foreign broker or dealer:

(A) Effects any resulting trans-
actions with or for the U.S. institu-
tional investor or the major U.S. insti-
tutional investor through a registered
broker or dealer in the manner de-
scribed by paragraph (a)(3)(iii) of this
section; and

(B) Provides the Commission (upon
request or pursuant to agreements
reached between any foreign securities
authority, including any foreign gov-
ernment, as specified in section 3(a)(50)
of the Act, and the Commission or the
U.S. Government) with any informa-
tion or documents within the posses-
sion, custody, or control of the foreign
broker or dealer, any testimony of for-
eign associated persons, and any assist-
ance in taking the evidence of other
persons, wherever located, that the
Commission requests and that relates
to transactions under paragraph (a)(3)
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of this section, except that if, after the
foreign broker or dealer has exercised
its best efforts to provide the informa-
tion, documents, testimony, or assist-
ance, including requesting the appro-
priate governmental body and, if le-
gally necessary, its customers (with re-
spect to customer information) to per-
mit the foreign broker or dealer to pro-
vide the information, documents, testi-
mony, or assistance to the Commis-
sion, the foreign broker or dealer is
prohibited from providing this infor-
mation, documents, testimony, or as-
sistance by applicable foreign law or
regulations, then this paragraph
(a)(3)(1)(B) shall not apply and the for-
eign broker or dealer will be subject to
paragraph (c) of this section;

(ii) The foreign associated person of
the foreign broker or dealer effecting
transactions with the U.S. institu-
tional investor or the major U.S. insti-
tutional investor:

(A) Conducts all securities activities
from outside the U.S., except that the
foreign associated persons may conduct
visits to U.S. institutional investors
and major U.S. institutional investors
within the United States, provided
that:

(I) The foreign associated person is
accompanied on these visits by an asso-
ciated person of a registered broker or
dealer that accepts responsibility for
the foreign associated person’s commu-
nications with the U.S. institutional
investor or the major U.S institutional
investor; and

(2) Transactions in any securities dis-
cussed during the visit by the foreign
associated person are effected only
through the registered broker or deal-
er, pursuant to paragraph (a)(3) of this
section; and

(B) Is determined by the registered
broker or dealer to:

(I) Not be subject to a statutory dis-
qualification specified in section
3(a)(39) of the Act, or any substantially
equivalent foreign

(i) Expulsion or
membership,

(ii) Bar or suspension from associa-
tion,

(iii) Denial of trading privileges,

(iv) Order denying, suspending, or re-
voking registration or barring or sus-
pending association, or

suspension from

§240.150-6

(v) Finding with respect to causing
any such effective foreign suspension,
expulsion, or order;

(2) Not to have been convicted of any
foreign offense, enjoined from any for-
eign act, conduct, or practice, or found
to have committed any foreign act sub-
stantially equivalent to any of those
listed in sections 15(b)(4) (B), (C), (D),
or (E) of the Act; and

(3) Not to have been found to have
made or caused to be made any false
foreign statement or omission substan-
tially equivalent to any of those listed
in section 3(a)(39)(E) of the Act; and

(iii) The registered broker or dealer
through which the transaction with the
U.S. institutional investor or the
major U.S. institutional investor is ef-
fected:

(A) Is responsible for:

(1) Effecting the transactions con-
ducted under paragraph (a)(3) of this
section, other than negotiating their
terms;

(2) Issuing all required confirmations
and statements to the U.S. institu-
tional investor or the major U.S. insti-
tutional investor;

(3) As between the foreign broker or
dealer and the registered broker or
dealer, extending or arranging for the
extension of any credit to the U.S. in-
stitutional investor or the major U.S.
institutional investor in connection
with the transactions;

(4) Maintaining required books and
records relating to the transactions,
including those required by Rules 17a—
3 and 17a-4 under the Act (17 CFR
2410.17a-3 and 17a-4);

(5) Complying with Rule 15¢3-1 under
the Act (17 CFR 240.15¢3-1) with respect
to the transactions; and

(6) Receiving, delivering, and safe-
guarding funds and securities in con-
nection with the transactions on behalf
of the U.S. institutional investor or the
major U.S. institutional investor in
compliance with Rule 15¢3-3 under the
Act (17 CFR 240.15¢3-3);

(B) Participates through an associ-
ated person in all oral communications
between the foreign associated person
and the U.S. institutional investor,
other than a major U.S. institutional
investor;

(C) Has obtained from the foreign
broker or dealer, with respect to each
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foreign associated person, the types of
information specified in Rule 17a-
3(a)(12) under the Act (17 CFR 240.17a—
3(a)(12)), provided that the information
required by paragraph (a)(12)(d) of that
Rule shall include sanctions imposed
by foreign securities authorities, ex-
changes, or associations, including
without limitation those described in
paragraph (a)(3)(ii)(B) of this section;

(D) Has obtained from the foreign
broker or dealer and each foreign asso-
ciated person written consent to serv-
ice of process for any civil action
brought by or proceeding before the
Commission or a self-regulatory orga-
nization (as defined in section 3(a)(26)
of the Act), providing that process may
be served on them by service on the
registered broker or dealer in the man-
ner set forth on the registered broker’s
or dealer’s current Form BD; and

(E) Maintains a written record of the
information and consents required by
paragraphs (a)(3)(iii) (C) and (D) of this
section, and all records in connection
with trading activities of the U.S. in-
stitutional investor or the major U.S.
institutional investor involving the
foreign broker or dealer conducted
under paragraph (a)(3) of this section,
in an office of the registered broker or
dealer located in the United States
(with respect to nonresident registered
brokers or dealers, pursuant to Rule
17a-7(a) under the Act (17 CFR 240.17a—
T7(a))), and makes these records avail-
able to the Commission upon request;
or

(4) Effects transactions in securities
with or for, or induces or attempts to
induce the purchase or sale of any se-
curity by:

(i) A registered broker or dealer,
whether the registered broker or dealer
is acting as principal for its own ac-
count or as agent for others, or a bank
acting pursuant to an exception or ex-
emption from the definition of
“broker’” or ‘‘dealer” in sections
3(a)(4)(B), 3(a)(4)(E), or 3(a)(5)(C) of the
Act (15 U.S.C. T78c(a)(4)(B), 156 U.S.C.
78c(a)(4)(E), or 15 U.S.C. 78c(a)(5)(C)) or
the rules thereunder;

(ii) The African Development Bank,
the Asian Development Bank, the
Inter-American Development Bank,
the International Bank for Reconstruc-
tion and Development, the Inter-

17 CFR Ch. Il (4-1-13 Edition)

national Monetary Fund, the United
Nations, and their agencies, affiliates,
and pension funds;

(iii) A foreign person temporarily
present in the United States, with
whom the foreign broker or dealer had
a bona fide, pre-existing relationship
before the foreign person entered the
United States;

(iv) Any agency or branch of a U.S.
person permanently located outside the
United States, provided that the trans-
actions occur outside the United
States; or

(v) U.S. citizens resident outside the
United States, provided that the trans-
actions occur outside the United
States, and that the foreign broker or
dealer does not direct its selling efforts
toward identifiable groups of U.S. citi-
zens resident abroad.

(b) When used in this rule,

(1) The term family of investment com-
panies shall mean:

(i) Except for insurance company sep-
arate accounts, any two or more sepa-
rately registered investment compa-
nies under the Investment Company
Act of 1940 that share the same invest-
ment adviser or principal underwriter
and hold themselves out to investors as
related companies for purposes of in-
vestment and investor services; and

(ii) With respect to insurance com-
pany separate accounts, any two or
more separately registered separate ac-
counts under the Investment Company
Act of 1940 that share the same invest-
ment adviser or principal underwriter
and function under operational or ac-
counting or control systems that are
substantially similar.

(2) The term foreign associated person
shall mean any natural person domi-
ciled outside the United States who is
an associated person, as defined in sec-
tion 3(a)(18) of the Act, of the foreign
broker or dealer, and who participates
in the solicitation of a U.S. institu-
tional investor or a major U.S. institu-
tional investor under paragraph (a)(3)
of this section.

(3) The term foreign broker or dealer
shall mean any non-U.S. resident per-
son (including any U.S. person engaged
in business as a broker or dealer en-
tirely outside the United States, except
as otherwise permitted by this rule)
that is not an office or branch of, or a
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natural person associated with, a reg-
istered broker or dealer, whose securi-
ties activities, if conducted in the
United States, would be described by
the definition of ‘“‘broker’ or ‘‘dealer”
in sections 3(a)(4) or 3(a)(5) of the Act.

(4) The term major U.S. institutional
investor shall mean a person that is:

(i) A U.S. institutional investor that
has, or has under management, total
assets in excess of $100 million; pro-
vided, however, that for purposes of de-
termining the total assets of an invest-
ment company under this rule, the in-
vestment company may include the as-
sets of any family of investment com-
panies of which it is a part; or

(ii) An investment adviser registered
with the Commission under section 203
of the Investment Advisers Act of 1940
that has total assets under manage-
ment in excess of $100 million.

(5) The term registered broker or dealer
shall mean a person that is registered
with the Commission under sections
15(b), 156B(a)(2), or 15C(a)(2) of the Act.

(6) The term United States shall mean
the United States of America, includ-
ing the States and any territories and
other areas subject to its jurisdiction.

(7) The term U.S. institutional investor
shall mean a person that is:

(i) An investment company reg-
istered with the Commission under sec-
tion 8 of the Investment Company Act
of 1940; or

(ii) A bank, savings and loan associa-
tion, insurance company, business de-
velopment company, small business in-
vestment company, or employee ben-
efit plan defined in Rule 501(a)(1) of
Regulation D under the Securities Act
of 1933 (17 CFR 230.501(a)(1)); a private
business development company defined
in Rule 501(a)(2) (17 CFR 230.501(a)(2));
an organization described in section
501(c)(3) of the Internal Revenue Code,
as defined in Rule 501(a)(3) (17 CFR
230.501(a)(3)); or a trust defined in Rule
501(a)(7) (17 CFR 230.501(a)(7)).

(c) The Commission, by order after
notice and opportunity for hearing,
may withdraw the exemption provided
in paragraph (a)(3) of this section with
respect to the subsequent activities of
a foreign broker or dealer or class of
foreign brokers or dealers conducted
from a foreign country, if the Commis-
sion finds that the laws or regulations

§240.150-10

of that foreign country have prohibited
the foreign broker or dealer, or one of
a class of foreign brokers or dealers,
from providing, in response to a re-
quest from the Commission, informa-
tion or documents within its posses-
sion, custody, or control, testimony of
foreign associated persons, or assist-
ance in taking the evidence of other
persons, wherever located, related to
activities exempted by paragraph (a)(3)
of this section.

[64 FR 30031, July 18, 1989, as amended at 72
FR 56568, Oct. 3, 2007]

§§240.15a-7—240.15a-9 [Reserved]

§240.15a-10 Exemption of certain bro-
kers or dealers with respect to se-
curity futures products.

(a) A broker or dealer that is reg-
istered by notice with the Commission
pursuant to section 15(b)(11)(A) of the
Act (15 U.S.C. 780(b)(11)(A)) and that is
not a member of either a national secu-
rities exchange registered pursuant to
section 6(a) of the Act (15 U.S.C. 78f(a))
or a national securities association
registered pursuant to section 15A(a) of
the Act (156 U.S.C. 780-3(a)) will be ex-
empt from the registration require-
ment of section 15(a)(1) of the Act (15
U.S.C. T78o(a)(1)) solely to act as a
broker or a dealer in security futures
products.

(b) A broker or dealer that is reg-
istered by notice with the Commission
pursuant to section 15(b)(11)(A) of the
Act (15 U.S.C. 780(b)(11)(A)) and that is
a member of either a national securi-
ties exchange registered pursuant to
section 6(a) of the Act (15 U.S.C. 78f(a))
or a national securities association
registered pursuant to section 15A(a) of
the Act (156 U.S.C. 780-3(a)) will be ex-
empt from the registration require-
ment of section 15(a)(1) of the Act (15
U.S.C. T8o(a)(1)) solely to act as a
broker or a dealer in security futures
products, if:

(1) The rules of any such exchange or
association of which the broker or
dealer is a member provides specifi-
cally for a broker or dealer that is reg-
istered by notice with the Commission
pursuant to section 15(b)(11)(A) of the
Act (15 U.S.C. 780(b)(11)(A)) to become
a member of such exchange or associa-
tion; and
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(2) The broker or dealer complies
with section 11(a)-(c) of the Act (15
U.S.C. 78k(a)-(c)) with respect to any
transactions in security futures prod-
ucts on a national securities exchange
registered pursuant to section 6(a) of
the Act (156 U.S.C. 78f(a)) of which it is
a member, notwithstanding section
15(b)(11)(B)(ii) of the Act (156 U.S.C.
780(b)(11)(B)(ii)).

[66 FR 45146, Aug. 27, 2001]
§240.15a-11 [Reserved]

§240.15b1-1 Application for registra-
tion of brokers or dealers.

(a) An application for registration of
a broker or dealer that is filed pursu-
ant to section 15(b) of the Act (15
U.S.C. 780(b)) shall be filed on Form BD
(§249.501 of this chapter) in accordance
with the instructions to the form. A
broker or dealer that is an OTC deriva-
tives dealer shall indicate where appro-
priate on Form BD that the type of
business in which it is engaged is that
of acting as an OTC derivatives dealer.

(b) Every application for registration
of a broker or dealer that is filed on or
after January 25, 1993, shall be filed
with the Central Registration Deposi-
tory operated by the Financial Indus-
try Regulatory Authority, Inc.

(c) An application for registration
that is filed with the Central Registra-
tion Depository pursuant to this sec-
tion shall be considered a ‘‘report”
filed with the Commission for purposes
of Sections 15(b), 17(a), 18(a), 32(a) (15
U.S.C. 780(b), 78q(a), 78r(a), 78ff(a)) and
other applicable provisions of the Act.

[19 FR 1041, Feb. 24, 1954. Redesignated at 30
FR 11851, Sept. 16, 1965, and amended at 58
FR 14, Jan. 4, 1993; 63 FR 59397, Nov. 3, 1998;
64 FR 25147, May 10, 1999; 73 FR 4692, Jan. 28,
2008]

§240.15b1-2 [Reserved]

§240.15b1-3 Registration of successor
to registered broker or dealer.

(a) In the event that a broker or deal-
er succeeds to and continues the busi-
ness of a broker or dealer registered
pursuant to section 15(b) of the Act,
the registration of the predecessor
shall be deemed to remain effective as
the registration of the successor if the
successor, within 30 days after such

17 CFR Ch. Il (4-1-13 Edition)

succession, files an application for reg-
istration on Form BD, and the prede-
cessor files a notice of withdrawal from
registration on Form BDW,; Provided,
however, That the registration of the
predecessor broker or dealer will cease
to be effective as the registration of
the successor broker or dealer 45 days
after the application for registration
on Form BD is filed by such successor.

(b) Notwithstanding paragraph (a) of
this section, if a broker or dealer suc-
ceeds to and continues the business of
a registered predecessor broker or deal-
er, and the succession is based solely
on a change in the predecessor’s date
or state of incorporation, form of orga-
nization, or composition of a partner-
ship, the successor may, within 30 days
after the succession, amend the reg-
istration of the predecessor broker or
dealer on Form BD to reflect these
changes. This amendment shall be
deemed an application for registration
filed by the predecessor and adopted by
the successor.

[568 FR 10, Jan. 4, 1993]

§240.15b1-4 Registration of
ciaries.

The registration of a broker or dealer
shall be deemed to be the registration
of any executor, administrator, guard-
ian, conservator, assignee for the ben-
efit of creditors, receiver, trustee in in-
solvency or bankruptcy, or other fidu-
ciary, appointed or qualified by order,
judgment, or decree of a court of com-
petent jurisdiction to continue the
business of such registered broker or
dealer; Provided, That such fiduciary
files with the Commission, within 30
days after entering upon the perform-
ance of his duties, a statement setting
forth as to such fiduciary substantially
the information required by Form BD.

(Secs. 15, 17, 48 Stat. 895, as amended, 897 as
amended; 15 U.S.C. 780, 78q)

[19 FR 1041, Feb. 24, 1954. Redesignated at 30
FR 11851, Sept. 16, 1965]

fidu-

§240.15b1-5 Consent to service of
process to be furnished by non-
resident brokers or dealers and by
nonresident general partners or
managing agents of brokers or deal-
ers.

(a) Each nonresident broker or dealer
registered or applying for registration
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pursuant to section 15(b) of the Securi-
ties Exchange Act of 1934, each non-
resident general partner of a broker or
dealer partnership which is registered
or applying for registration, and each
nonresident managing agent of any
other unincorporated broker or dealer
which is registered or applying for reg-
istration, shall furnish to the Commis-
sion, in a form prescribed by or accept-
able to it, a written irrevocable con-
sent and power of attorney which (1)
designates the Securities and Exchange
Commission as an agent upon whom
may be served any process, pleadings,
or other papers in any civil suit or ac-
tion brought in any appropriate court
in any place subject to the jurisdiction
of the United States, with respect to
any cause of action (i) which accrues
during the period beginning when such
broker or dealer becomes registered
pursuant to section 15 of the Securities
Exchange Act of 1934 and the rules and
regulations thereunder and ending ei-
ther when such registration is can-
celled or revoked, or when the Commis-
sion receives from such broker or deal-
er a notice to withdraw from such reg-
istration, whichever is earlier, (ii)
which arises out of any activity, in any
place subject to the jurisdiction of the
United States, occurring in connection
with the conduct of business of a
broker or dealer, and (iii) which is
founded directly or indirectly, upon the
provisions of the Securities Act of 1933,
the Securities Exchange Act of 1934,
the Trust Indenture Act of 1939, the In-
vestment Company Act of 1940, the In-
vestment Advisers Act of 1940, or any
rule or regulation under any of said
Acts; and (2) stipulates and agrees that
any such civil suit or action may be
commended by the service of process
upon the Commission and the for-
warding of a copy thereof as provided
in paragraph (c) of this section, and
that the service as aforesaid of any
such process, pleadings, or other papers
upon the Commission shall be taken
and held in all courts to be as valid and
binding as if due personal service
thereof had been made.

(b) The required consent and power of
attorney shall be furnished to the Com-
mission within the following period of
time:

§240.15b1-5

(1) BEach nonresident broker or dealer
registered at the time this section be-
comes effective, and each nonresident
general partner or managing agent of
an unincorporated broker or dealer reg-
istered at the time this section be-
comes effective, shall furnish such con-
sent and power of attorney within 60
days after such date;

(2) Each broker or dealer applying for
registration after the effective date of
this section shall furnish, at the time
of filing such application, all the con-
sents and powers of attorney required
to be furnished by such broker or deal-
er and by each general partner or man-
aging agent thereof; Provided, however,
That where an application for registra-
tion of a broker or dealer is pending at
the time this section becomes effective
such consents and powers of attorney
shall be furnished within 30 days after
this section becomes effective.

(3) BEach broker or dealer registered
or applying for registration who or
which becomes a nonresident broker or
dealer after the effective date of this
section, and each general partner or
managing agent, of an unincorporated
broker or dealer registered or applying
for registration, who becomes a non-
resident after the effective date of this
section, shall furnish such consent and
power of attorney within 30 days there-
after.

(c) Service of any process, pleadings
or other papers on the Commission
under this part shall be made by deliv-
ering the requisite number of copies
thereof to the Secretary of the Com-
mission or to such other person as the
Commission may authorize to act in its
behalf. Whenever any process, plead-
ings or other papers as aforesaid are
served upon the Commission, it shall
promptly forward a copy thereof by
registered or certified mail to the ap-
propriate defendants at their last ad-
dress of record filed with the Commis-
sion. The Commission shall be fur-
nished a sufficient number of copies for
such purpose, and one copy for its file.

(d) For purposes of this section the
following definitions shall apply:

(1) The term broker shall have the
meaning set out in section 3(a)(4) of the
Securities Exchange Act of 1934.
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(2) The term dealer shall have the
meaning set out in section 3(a)(5) of the
Securities Exchange Act of 1934.

(3) The term managing agent shall
mean any person, including a trustee,
who directs or manages or who partici-
pated in the directing or managing of
the affairs of any unincoprorated orga-
nization or association which is not a
partnership.

(4) The term nonresident broker or
dealer shall mean (i) in the case of an
individual, one who resides in or has
his principal place of business in any
place not subject to the jurisdiction of
the United States; (ii) in the case of a
corporation, one incorporated in or
having its principal place of business in
any place not subject to the jurisdic-
tion of the United States; (iii) in the
case of a ©partnership or other
unincoporated organization or associa-
tion, one having its principal place of
business in any place not subject to the
jurisdiction of the United States.

(6) A general partner or managing
agent of a broker or dealer shall be
deemed to be a nonresident if he re-
sides in any place not subject to the ju-
risdiction of the United States.

(Sec. 319, 53 Stat. 1173, secs. 38, 211, 54 Stat.
641, 855; 15 U.S.C. 77sss, 80a-37, 80b-11)

[18 FR 2578, May 2, 1953, as amended at 23 FR
9691, Dec. 16, 1958; 29 FR 16982, Dec. 11, 1964.
Redesignated at 30 FR 11851, Sept. 16, 1965]

§240.15b1-6 Notice to brokers and
dealers of requirements regarding
lost securityholders and unrespon-
sive payees.

Brokers and dealers are hereby noti-
fied of Rule 17Ad-17 (§240.17Ad-17),
which addresses certain requirements
with respect to lost securityholders
and unresponsive payees that may be
applicable to them.

[78 FR 4783, Jan. 23, 2013]

§240.15b2-2 Inspection of newly reg-
istered brokers and dealers.

(a) Definition. For the purpose of this
section the term applicable financial re-
sponsibility rules shall include:

(1) Any rule adopted by the Commis-
sion pursuant to sections 8, 15(c)(3),
17(a), or 17(e)(1)(A) of the Act;

(2) Any rule adopted by the Commis-
sion relating to hypothecation or lend-
ing of customer securities;

17 CFR Ch. Il (4-1-13 Edition)

(3) Any other rule adopted by the
Commission relating to the protection
of funds or securities; and

(4) Any rule adopted by the Secretary
of the Treasury pursuant to section
15C(b)(1) of the Act.

(b) Each self-regulatory organization
that has responsibility for examining a
broker or dealer member (including
members that are government securi-
ties brokers or government securities
dealers registered pursuant to section
15C(a)(1)(A) of the Act) for compliance
with applicable financial responsibility
rules is authorized and directed to con-
duct an inspection of the member,
within six months of the member’s reg-
istration with the Commission, to de-
termine whether the member is oper-
ating in conformity with applicable fi-
nancial responsibility rules.

(c) The examining self-regulatory or-
ganization is further authorized and di-
rected to conduct an inspection of the
member no later than twelve months
from the member’s registration with
the Commission, to determine whether
the member is operating in conformity
with all other applicable provisions of
the Act and rules thereunder.

(d) In each case where the examining
self-regulatory organization deter-
mines that a broker or dealer member
has not commenced actual operations
within six months of the member’s reg-
istration with the Commission, it shall
delay the inspection pursuant to this
section until the second six month pe-
riod from the member’s registration
with the Commission.

(e) No inspection need be conducted
as provided for in paragraphs (b) and
(c) of this section if:

(1) The member was registered with
the Commission prior to April 26, 1982;

(2) An inspection of the member has
already been conducted by another
self-regulatory organization pursuant
to this section;

(3) An inspection of the member has
already been conducted by the Com-
mission pursuant to section 15(b)(2)(C)
of the Act.; or

(4) The member is registered with the
Commission pursuant to section
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15(b)(11)(A) of the
780(b)(11)(A)).

[47 FR 11269, Mar. 16, 1982, as amended at 52
FR 16838, May 6, 1987; 563 FR 4121, Feb. 12,
1988; 66 FR 45147, Aug. 27, 2001]

§240.15b3-1 Amendments to applica-
tion.

(a) If the information contained in
any application for registration as a
broker or dealer, or in any amendment
thereto, is or becomes inaccurate for
any reason, the broker or dealer shall
promptly file with the Central Reg-
istration Depository (operated by the
Financial Industry Regulatory Author-
ity, Inc.) an amendment on Form BD
correcting such information.

(b) Every amendment filed with the
Central Registration Depository pursu-
ant to this section shall constitute a
“report” filed with the Commission
within the meaning of Sections 15(b),
17(a), 18(a), 32(a) (15 U.S.C. T78o(b),
78q(a), 78r(a), 78ff(a)) and other applica-
ble provisions of the Act.

[68 FR 14, Jan. 4, 1993, as amended at 64 FR
25147, May 10, 1999; 64 FR 37593, July 12, 1999;
64 FR 42595, Aug. 5, 1999; 73 FR 4692, Jan. 28,
2008]

Act (156 TU.S.C.

§240.15b5-1 Extension of registration
for purposes of the Securities Inves-
tor Protection Act of 1970 after can-
cellation or revocation.

Commission revocation or cancella-
tion of the registration of a broker or
dealer pursuant to section 15(b) of the
Act: (i) shall be effective for all pur-
poses, except as hereinafter provided,
on the date of the order of revocation
or cancellation or, if such order is
stayed, on the date the stay is termi-
nated; and (ii) shall be effective six
months after the date of the order of
revocation or cancellation (or, if such
order is stayed, the date the stay is
terminated) with respect to a broker’s
or dealer’s registration status as a
member within the meaning of Section
3(a)(2) of the Securities Investor Pro-
tection Act of 1970 for purposes of the
application of sections 5, 6, and 7 there-
of to customer claims arising prior to
the date of the order of revocation or
cancellation (or, if such order is
stayed, the date the stay is termi-
nated).

[39 FR 37485, Oct. 22, 1974]

§240.15b6-1

§240.15b6-1 Withdrawal from registra-
tion.

(a) Notice of withdrawal from reg-
istration as a broker or dealer pursu-
ant to Section 15(b) of the Act shall be
filed on Form BDW (17 CFR 249.501a) in
accordance with the instructions con-
tained therein. Every notice of with-
drawal from registration as a broker or
dealer shall be filed with the Central
Registration Depository (operated by
the Financial Industry Regulatory Au-
thority, Inc.) in accordance with appli-
cable filing requirements. Prior to fil-
ing a notice of withdrawal from reg-
istration on Form BDW (17 CFR
249.501a), a broker or dealer shall
amend Form BD (17 CFR 249.501) in ac-
cordance with §240.156b3-1(a) to update
any inaccurate information.

(b) A notice of withdrawal from reg-
istration filed by a broker or dealer
pursuant to Section 15(b) of the Act (156
U.S.C. 780(b)) shall become effective for
all matters (except as provided in this
paragraph (b) and in paragraph (c) of
this section) on the 60th day after the
filing thereof with the Commission,
within such longer period of time as to
which such broker or dealer consents
or which the Commission by order may
determine as necessary or appropriate
in the public interest or for the protec-
tion of investors, or within such short-
er period of time as the Commission
may determine. If a notice of with-
drawal from registration is filed with
the Commission at any time subse-
quent to the date of the issuance of a
Commission order instituting pro-
ceedings pursuant to Section 15(b) of
the Act (15 U.S.C. 780(b)) to censure,
place limitations on the activities,
functions or operations of, or suspend
or revoke the registration of, such
broker or dealer, or if prior to the ef-
fective date of the notice of withdrawal
pursuant to this paragraph (b), the
Commission institutes such a pro-
ceeding or a proceeding to impose
terms or conditions upon such with-
drawal, the notice of withdrawal shall
not become effective pursuant to this
paragraph (b) except at such time and
upon such terms and conditions as the
Commission deems necessary or appro-
priate in the public interest or for the
protection of investors.
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(c) With respect to a broker’s or deal-
er’s registration status as a member
within the meaning of Section 3(a)(2) of
the Securities Investor Protection Act
of 1970 (15 U.S.C. 78ccc(a)(2)) for pur-
poses of the application of Sections 5,
6, and 7 (15 U.S.C. 78eee, T8fff, and 78fff—
1) thereof to customer claims arising
prior to the effective date of with-
drawal pursuant to paragraph (b) of
this section, the effective date of a bro-
ker’s or dealer’s withdrawal from reg-
istration pursuant to this paragraph (c)
shall be six months after the effective
date of withdrawal pursuant to para-
graph (b) of this section or such shorter
period of time as the Commission may
determine.

(d) Every notice of withdrawal filed
with the Central Registration Deposi-
tory pursuant to this section shall con-
stitute a ‘“‘report’ filed with the Com-
mission within the meaning of Sections
15(b), 17(a), 18(a), 32(a) (156 U.S.C. 780(b),
78q(a), 78r(a), 78ff(a)) and other applica-
ble provisions of the Act.

(e) The Commission, by order, may
exempt any broker or dealer from the
filing requirements provided in Form
BDW (17 CFR 249.501a) under conditions
that differ from the filing instructions
contained in Form BDW.

[64 FR 25147, May 10, 1999, as amended at 64
FR 42595, Aug. 5, 1999; 73 FR 4692, Jan. 28,
2008]

§240.15b7-1 Compliance with quali-
fication requirements of self-regu-
latory organizations.

No registered broker or dealer shall
effect any transaction in, or induce the
purchase or sale of, any security unless
any natural person associated with
such broker or dealer who effects or is
involved in effecting such transaction
is registered or approved in accordance
with the standards of training, experi-
ence, competence, and other qualifica-
tion standards (including but not lim-
ited to submitting and maintaining all
required forms, paying all required
fees, and passing any required exami-
nations) established by the rules of any
national securities exchange or na-
tional securities association of which
such broker or dealer is a member or
under the rules of the Municipal Secu-

17 CFR Ch. Il (4-1-13 Edition)

rities Rulemaking Board (if it is sub-
ject to the rules of that organization).

[58 FR 27658, May 11, 1993]

§240.15b7-3T Operational capability
in a Year 2000 environment.

(a) This section applies to every
broker or dealer registered pursuant to
Section 15 of the Act, (156 U.S.C. 780)
that uses computers in the conduct of
its business as a broker or dealer. If
you have a material Year 2000 problem,
then you do not have operational capa-
bility within the meaning of Section
15(b)(7) of the Act (156 U.S.C. 780(b)(7)).

(b)(1) You have a material Year 2000
problem under paragraph (a) of this
section if, at any time on or after Au-
gust 31, 1999:

(i) Any of your mission critical com-
puter systems incorrectly identifies
any date in the Year 1999 or the Year
2000; and

(ii) The error impairs or, if uncor-
rected, is likely to impair, any of your
mission critical systems.

(2) You will be presumed to have a
material Year 2000 problem if, at any
time on or after August 31, 1999, you:

(i) Do not have written procedures
reasonably designed to identify, assess,
and remediate any Year 2000 problems
in mission critical systems under your
control;

(ii) Have not verified your Year 2000
remediation efforts through reasonable
internal testing of mission critical sys-
tems under your control;

(iii) Have not verified your Year 2000
remediation efforts by satisfying Year
2000 testing requirements imposed by
self-regulatory organizations to which
you are subject; or

(iv) Have not remediated all excep-
tions related to your mission critical
systems contained in any independent
public accountant’s report prepared on
your behalf pursuant to §240.17a—
5(e)(5)(vi).

(c) If you have or are presumed to
have a material Year 2000 problem, you
must immediately notify the Commis-
sion and your designated examining
authority of the problem. You must
send this notice to the Commission by
overnight delivery to the Division of
Market Regulation, U.S. Securities and
Exchange Commission, 100 F Street,
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NE., Washington, DC 20549-6628 Atten-
tion: Y2K Compliance.

(d)(1) If you are a broker or dealer
that is not operationally capable be-
cause you have or are presumed to
have a material Year 2000 problem, you
may not, on or after August 31, 1999:

(i) Effect any transaction in, or in-
duce the purchase or sale of, any secu-
rity; or

(ii) Receive or hold customer funds or
securities, or carry customer accounts.

(2) Notwithstanding paragraph (d)(1)
of this section, you may continue to ef-
fect transactions in, or induce the pur-
chase or sale of, a security, receive or
hold customer funds or securities, or
carry customer accounts:

(i) Until December 1, 1999, if you have
submitted a certificate to the Commis-
sion in compliance with paragraph (e)
of this section; or

(ii) Solely to the extent necessary to
effect an orderly cessation or transfer
of these functions.

(e)(1)(i) If you are a broker or dealer
that is not operationally capable be-
cause you have or are presumed to
have a material Year 2000 problem, you
may, in addition to providing the Com-
mission the notice required by para-
graph (c) of this section, provide the
Commission and your designated exam-
ining authority a certificate signed by
your chief executive officer (or an indi-
vidual with similar authority) stating:

(A) You are in the process of remedi-
ating your material Year 2000 problem;

(B) You have scheduled testing of
your affected mission critical systems
to verify that the material Year 2000
problem has been remediated, and
specify the testing dates;

(C) The date by which you anticipate
completing remediation of the mate-
rial Year 2000 problem in your mission
critical systems, and will therefore be
operationally capable; and

(D) Based on inquiries and to the best
of the chief executive officer’s knowl-
edge, you do not anticipate that the ex-
istence of the material Year 2000 prob-
lem in your mission critical systems
will impair your ability, depending on
the nature of your business, to ensure
prompt and accurate processing of se-
curities transactions, including order
entry, execution, comparison, alloca-
tion, clearance and settlement of secu-

§240.15b7-3T

rities transactions, the maintenance of
customer accounts, or the delivery of
funds and securities; and you antici-
pate that the steps referred to in para-
graphs (e)(1)(i)(A) through (C) of this
section will result in remedying the
material Year 2000 problem on or be-
fore November 15, 1999.

(ii) If the information contained in
any certificate provided to the Com-
mission pursuant to paragraph (e) of
this section is or becomes misleading
or inaccurate for any reason, you must
promptly file an updated certificate
correcting such information. In addi-
tion to the information contained in
the certificate, you may provide the
Commission with any other informa-
tion necessary to establish that your
mission critical systems will not have
material Year 2000 problems on or after
November 15, 1999.

(2) If you have submitted a certifi-
cate pursuant to paragraph (e)(1) of
this section, you must submit a certifi-
cate to the Commission and your des-
ignated examining authority signed by
your chief executive officer (or an indi-
vidual with similar authority) on or be-
fore November 15, 1999, stating that,
based on inquiries and to the best of
the chief executive officer’s knowledge,
you have remediated your Year 2000
problem or that you will cease oper-
ations. This certificate must be sent to
the Commission by overnight delivery
to the Division of Market Regulation,
U.S. Securities and Exchange Commis-
sion, 100 F Street, NE., Washington, DC
20549-6628 Attention: Y2K Compliance.

(f) Notwithstanding paragraph (d)(2)
of this section, you must comply with
the requirements of paragraph (d)(1) of
this section if you have been so ordered
by the Commission or by a court.

(g) For the purposes of this section:

(1) The term mission critical system
means any system that is necessary,
depending on the nature of your busi-
ness, to ensure prompt and accurate
processing of securities transactions,
including order entry, execution, com-
parison, allocation, clearance and set-
tlement of securities transactions, the
maintenance of customer accounts, and
the delivery of funds and securities;
and

(2) The term customer
broker or dealer.

includes a
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(h) This temporary section will ex-
pire on July 1, 2001.

[64 FR 42028, Aug. 3, 1999, as amended at 73
FR 32227, June 5, 2008]

§240.15b9-1 Exemption for certain ex-
change members.

(a) Any broker or dealer required by
section 15(b)(8) of the Act to become a
member of a registered national securi-
ties association shall be exempt from
such requirement if it: (1) Is a member
of a national securities exchange, (2)
carries no customer accounts, and (3)
has annual gross income derived from
purchases and sales of securities other-
wise than on a national securities ex-
change of which it is a member in an
amount no greater than $1,000.

(b) The gross income limitation con-
tained in paragraph (a) of this section,
shall not apply to income derived from
transactions (1) for the dealer’s own ac-
count with or through another reg-
istered broker or dealer or (2) through
the Intermarket Trading System.

(c) For purposes of this section, the
term Intermarket Trading System shall
mean the intermarket communications
linkage operated jointly by certain
self-regulatory organizations pursuant
to a plan filed with, and approved by,
the Commission pursuant to §242.608 of
this chapter.

[48 FR 53691, Nov. 29, 1983, as amended at 70
FR 37618, June 29, 2005]

§240.15b9-2 Exemption from SRO
membership for OTC derivatives
dealers.

An OTC derivatives dealer, as defined
in §240.3b-12, shall be exempt from any
requirement under section 15(b)(8) of
the Act (15 U.S.C. 780(b)(8)) to become
a member of a registered national secu-
rities association.

[63 FR 59397, Nov. 3, 1998]

§240.15b11-1 Registration by notice of
security futures product broker-
dealers.

(a) A broker or dealer may register
by notice pursuant to section
15(b)(11)(A) of the Act (15 U.S.C.
780(b)(11)(A)) if it:

(1) Is registered with the Commodity
Futures Trading Commission as a fu-
tures commission merchant or an in-

17 CFR Ch. Il (4-1-13 Edition)

troducing broker, as those terms are
defined in the Commodity Exchange
Act (7T U.S.C. 1, et seq.), respectively;

(2) Is a member of the National Fu-
tures Association or another national
securities association registered under
section 15A(k) of the Act (156 U.S.C. 780-
3(k)); and

(3) Is not required to register as a
broker or dealer in connection with
transactions in securities other than
security futures products.

(b) A broker or dealer registering by
notice pursuant to section 15(b)(11)(A)
of the Act (15 U.S.C. 780(b)(11)(A)) must
file Form BD-N (17 CFR 249.501b) in ac-
cordance with the instructions to the
form. A broker or dealer registering by
notice pursuant to this section must
indicate where appropriate on Form
BD-N that it satisfies all of the condi-
tions in paragraph (a) of this section.

(c) If the information contained in
any notice of registration filed on
Form BD-N (17 CFR 249.501b) pursuant
to this section is or becomes inac-
curate for any reason, the broker or
dealer shall promptly file an amend-
ment on Form BD-N correcting such
information.

(d) An application for registration by
notice, and any amendments thereto,
that are filed on Form BD-N (17 CFR
249.501b) pursuant to this section will
be considered a ‘‘report’’ filed with the
Commission for purposes of sections
15(b), 17(a), 18(a), 32(a) (156 U.S.C. 780(b),
78a(a), 78r(a), 78ff(a)) and other applica-
ble provisions of the Act.

[66 FR 45146, Aug. 27, 2001]

§240.15b12-1T Brokers or dealers en-
gaged in a retail forex business.

(a) Definitions. In addition to the defi-
nitions in this section, the following
terms have the same meaning as in the
Securities Exchange Act of 1934 (15
U.S.C. 78a et seq.): ‘“‘broker,” ‘‘dealer,”

“‘person,” ‘‘registered broker or deal-
er,” and ‘‘self-regulatory organiza-
tion.”

(1) Act means the Securities Ex-
change Act of 1934 (156 U.S.C. 78a et
seq.).

(2) Retail forex business means engag-
ing in one or more retail forex trans-
actions with the intent to derive in-
come from those transactions, either
directly or indirectly.
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(3) Retail forex transaction means any
account, agreement, contract or trans-
action in foreign currency that is of-
fered or entered into by a broker or
dealer with a person that is not an eli-
gible contract participant as defined in
section 1a(18) of the Commodity Ex-
change Act (7 U.S.C. 1a(18)) and that is:

(i) A contract of sale of a commodity
for future delivery or an option on such
a contract;

(ii) An option, other than an option
executed or traded on a national secu-
rities exchange registered pursuant to
section 6(a) of the Act (15 TU.S.C.
78(f)(a)); or

(iii) Offered, or entered into, on a le-
veraged or margined basis, or financed
by a broker or dealer or any person
acting in concert with the broker or
dealer on a similar basis, other than:

(A) A security that is not a security
futures product as defined in section
1a(47) of the Commodity Exchange Act
(7 U.8.C. 1a(47)); or

(B) A contract of sale that:

(1) Results in actual delivery within
two days; or

(2) Creates an enforceable obligation
to deliver between a seller and buyer
that have the ability to deliver and ac-
cept delivery, respectively, in connec-
tion with their line of business.

(b) Any registered broker or dealer
may engage in a retail forex business
provided that such broker or dealer
complies with the Act, the rules and
regulations thereunder, and the rules
of the self-regulatory organization(s) of
which the broker or dealer is a mem-
ber, including, but not limited to, the
disclosure, recordkeeping, capital and
margin, reporting, business conduct,
and documentation requirements, inso-
far as they are applicable to retail
forex transactions.

(c) Any registered broker or dealer
that is engaged in a retail forex busi-
ness in compliance with paragraph (b)
of this section on or after the effective
date of this section shall be deemed,
until the date specified in paragraph
(d) of this section, to be acting pursu-
ant to a rule or regulation described in
section 2(c)(2)(E)(ii)(I) of the Com-
modity Exchange Act (7 TU.S.C.
2(c)2)(E) i) D)).

§240.15¢c1-1

(d) This section will expire and no
longer be effective on July 16, 2013.

[76 FR 41685, July 15, 2011, as amended at 77
FR 41671, July 16, 2012]

EFFECTIVE DATE NOTE: At 76 FR 41685, July
15, 2011, §240.156b12-1T was added, effective
July 15, 2011 through July 16, 2012. At 77 FR
41671, July 16, 2012, the effectiveness of
§240.19p12-1T was extended through July 16,
2013.

RULES RELATING TO OVER-THE-COUNTER
MARKETS

§240.15¢c1-1 Definitions.

As used in any rule adopted pursuant
to section 15(c)(1) of the Act:

(a) The term customer shall not in-
clude a broker or dealer or a municipal
securities dealer; provided, however,
that the term ‘‘customer’ shall include
a municipal securities dealer (other
than a broker or dealer) with respect to
transactions in securities other than
municipal securities.

(b) The term the completion of the
transaction means:

(1) In the case of a customer who pur-
chases a security through or from a
broker, dealer or municipal securities
dealer, except as provided in paragraph
(b)(2) of this section, the time when
such customer pays the broker, dealer
or municipal securities dealer any part
of the purchase price, or, if payment is
effected by a bookkeeping entry, the
time when such bookkeeping entry is
made by the broker, dealer or munic-
ipal securities dealer for any part of
the purchase price;

(2) In the case of a customer who pur-
chases a security through or from a
broker, dealer or municipal securities
dealer and who makes payment there-
for prior to the time when payment is
requested or notification is given that
payment is due, the time when such
broker, dealer or municipal securities
dealer delivers the security to or into
the account of such customer;

(3) In the case of a customer who
sells a security through or to a broker,
dealer or municipal securities dealer
except as provided in paragraph (b)(4)
of this section, if the security is not in
the custody of the broker, dealer or
municipal securities dealer at the time
of sale, the time when the security is

331



		Superintendent of Documents
	2013-07-01T14:19:37-0400
	US GPO, Washington, DC 20401
	Superintendent of Documents
	GPO attests that this document has not been altered since it was disseminated by GPO




