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(1) The term manager shall mean the
person stabilizing or effecting syn-
dicate covering transactions or impos-
ing a penalty bid for its sole account or
for the account of a syndicate or group
in which it is a participant, and who,
by contract or otherwise, deals with
the issuer, organizes the selling effort,
receives some benefit from the under-
writing that is not shared by other un-
derwriters, or represents any other un-
derwriters in such matters as main-
taining the records of the distribution
and arranging for allotments of the se-
curities offered.

(2) The term exempted security means
an exempted security as defined in sec-
tion 3(a)(12) of the Act, including secu-
rities issued, or guaranteed both as to
principal and interest, by the Inter-
national Bank for Reconstruction and
Development.

(c) Records relating to stabilizing, syn-
dicate covering transactions, and penalty
bids required to be maintained by man-
ager. Any person subject to this section
who acts as a manager and stabilizes or
effects syndicate covering transactions
or imposes a penalty bid shall:

(1) Promptly record and maintain the
following separately retrievable infor-
mation, for a period of not less than
three years, the first two years in an
easily accessible place; Provided, how-
ever, That if the information is in a
record required to be made pursuant to
§240.17a-3 or §240.17a—4, or otherwise
preserved, such information need not
be maintained in a separate file if the
person can sort promptly and retrieve
the information as if it had been kept
in a separate file as a record made pur-
suant to, and preserves the information
in accordance with the time periods
specified in, this paragraph (c)(1):

(i) The name and class of any secu-
rity stabilized or any security in which
syndicate covering transactions have
been effected or a penalty bid has been
imposed;

(ii) The price, date, and time at
which each stabilizing purchase or syn-
dicate covering transaction was ef-
fected by the manager or by any par-
ticipant in the syndicate or group, and
whether any penalties were assessed;

(iii) The names and the addresses of
the members of the syndicate or group;
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(iv) Their respective commitments,
or, in the case of a standby or contin-
gent underwriting, the percentage par-
ticipation of each member of the syn-
dicate or group therein; and

(v) The dates when any penalty bid
was in effect.

(2) Promptly furnish to each of the
members of the syndicate or group the
name and class of any security being
stabilized, and the date and time at
which the first stabilizing purchase
was effected by the manager or by any
participant in the syndicate or group;
and

(3) Promptly notify each of the mem-
bers of such syndicate or group of the
date and time when stabilizing was ter-
minated.

(d) Notification to manager. Any per-
son who has a participation in a syn-
dicate account but who is not a man-
ager of such account, and who effects
one or more stabilizing purchases or
syndicate covering transactions for its
sole account or for the account of a
syndicate or group, shall within three
business days following such purchase
notify the manager of the price, date,
and time at which such stabilizing pur-
chase or syndicate covering trans-
action was effected, and shall in addi-
tion notify the manager of the date and
time when such stabilizing purchase or
syndicate covering transaction was ter-
minated. The manager shall maintain
such notifications in a separate file, to-
gether with the information required
by paragraph (c)(1) of this section, for a
period of not less than three years, the
first two years in an easily accessible
place.

(Secs. 9(a)(6), 10(b), 17(a) and 23(a) of the Act,
15 U.S8.C. 78i(a)(6), 78j(b), 78q(a) and T8w(a))

[48 FR 41378, Sept. 15, 1983, as amended at 62
FR 544, Jan. 3, 1997]

§240.17a-3 Records to be made by cer-
tain exchange members, brokers
and dealers.

(a) Every member of a national secu-
rities exchange who transacts a busi-
ness in securities directly with others
than members of a national securities
exchange, and every broker or dealer
who transacts a business in securities
through the medium of any such mem-
ber, and every broker or dealer reg-
istered pursuant to section 15 of the
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Securities Exchange Act of 1934, as
amended, (48 Stat. 895, 49 Stat. 1377, 52
Stat. 1075; 15 U.S.C. 780) shall make and
keep current the following books and
records relating to his business:

(1) Blotters (or other records of origi-
nal entry) containing an itemized daily
record of all purchases and sales of se-
curities, all receipts and deliveries of
securities (including certificate num-
bers), all receipts and disbursements of
cash and all other debits and credits.
Such records shall show the account
for which each such transaction was ef-
fected, the name and amount of securi-
ties, the unit and aggregate purchase
or sale price (if any), the trade date,
and the name or other designation of
the person from whom purchased or re-
ceived or to whom sold or delivered.

(2) Ledgers (or other records) reflect-
ing all assets and liabilities, income
and expense and capital accounts.

(3) Ledger accounts (or other records)
itemizing separately as to each cash
and margin account of every customer
and of such member, broker or dealer
and partners thereof, all purchases,
sales, receipts and deliveries of securi-
ties and commodities for such account
and all other debits and credits to such
account.

(4) Ledgers (or other records) reflect-
ing the following:

(i) Securities in transfer;

(ii) Dividends and interest received;

(iii) Securities borrowed and securi-
ties loaned;

(iv) Moneys borrowed and moneys
loaned (together with a record of the
collateral therefor and any substi-
tutions in such collateral);

(v) Securities failed to receive and
failed to deliver;

(vi) All long and all short securities
record differences arising from the ex-
amination, count, verification and
comparison pursuant to §240.17a-5,
§240.17a-12, and §240.17a-13 (by date of
examination, count, verification and
comparison showing for each security
the number of long or short count dif-
ferences);

(vii) Repurchase and reverse repur-
chase agreements;

(5) A securities record or ledger re-
flecting separately for each security as
of the clearance dates all ‘‘long’ or
“‘short” positions (including securities
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in safekeeping and securities that are
the subjects of repurchase or reverse
repurchase agreements) carried by such
member, broker or dealer for his ac-
count of for the account of his cus-
tomers or partners or others and show-
ing the location of all securities long
and the offsetting position to all secu-
rities short, including long security
count differences and short security
count differences classified by the date
of the physical count and verification
in which they were discovered, and in
all cases the name or designation of
the account in which each position is
carried.

(6) A memorandum of each brokerage
order, and of any other instruction,
given or received for the purchase or
sale of securities, whether executed or
unexecuted. Such memorandum shall
show the terms and conditions of the
order or instructions and of any modi-
fication or cancellation thereof, the ac-
count for which entered, the time of
entry, the price at which executed and,
to the extent feasible, the time of exe-
cution or cancellation. Orders entered
pursuant to the exercise of discre-
tionary power by such member, broker
or dealer, or any employee thereof,
shall be so designated. The term ‘‘in-
struction’ shall be deemed to include
instructions between partners and em-
ployees of a member, broker or dealer.
The term ‘‘time of entry’” shall be
deemed to mean the time when such
member, broker or dealer transmits
the order or instruction for execution
or, if it is not so transmitted, the time
when it is received.

(7) A memorandum of each purchase
and sale for the account of such mem-
ber, broker, or dealer showing the price
and, to the extent feasible, the time of
execution; and, in addition, where such
purchase or sale is with a customer
other than a broker or dealer, a memo-
randum of each order received, showing
the time of receipt, the terms and con-
ditions of the order, and the account in
which it was entered.

(8) Copies of confirmations of all pur-
chases and sales of securities, including
all repurchase and reverse repurchase
agreements, and copies of notices of all
other debits and credits for securities,
cash and other items for the account of
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customers and partners of such mem-
ber, broker or dealer.

(9) A record in respect of each cash
and margin account with such member,
broker or dealer indicating (i) the
name and address of the beneficial
owner of such account, and

(ii) Except with respect to exempt
employee benefit plan securities as de-
fined in §240.14a-1(d), but only to the
extent such securities are held by em-
ployee benefit plans established by the
issuer of the securities, whether or not
the beneficial owner of securities reg-
istered in the name of such members,
brokers or dealers, or a registered
clearing agency or its nominee objects
to disclosure of his or her identity, ad-
dress and securities positions to
issuers, and (iii) in the case of a margin
account, the signature of such owner;
Provided, That, in the case of a joint
account or an account of a corporation,
such records are required only in re-
spect of the person or persons author-
ized to transact business for such ac-
count.

(10) A record of all puts, calls,
spreads, straddles and other options in
which such member, broker or dealer
has any direct or indirect interest or
which such members, broker or dealer
has granted or guaranteed, containing,
at least, an identification of the secu-
rity and the number of units involved.
An OTC derivatives dealer shall also
keep a record of all eligible OTC deriv-
ative instruments as defined in §240.3b—
13 in which the OTC derivatives dealer
has any direct or indirect interest or
which it has written or guaranteed,
containing, at a minimum, an identi-
fication of the security or other instru-
ment, the number of units involved,
and the identity of the counterparty.

(11) A record of the proof of money
balances of all ledger accounts in the
form of trial balances, and a record of
the computation of aggregate indebted-
ness and net capital, as of the trial bal-
ance date, pursuant to §240.15¢3-1; Pro-
vided, however, (i) That such computa-
tion need not be made by any member,
broker or dealer unconditionally ex-
empt from §240.15¢3-1 by paragraph
(b)(1) or (b)(3), thereof; and (ii) that any
member of an exchange whose mem-
bers are exempt from §240.15¢c3-1 by
paragraph (b)(2) thereof shall make a
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record of the computation of aggregate
indebtedness and net capital as of the
trial balance date in accordance with
the capital rules of at least one of the
exchanges therein listed of which he is
a member. Such trial balances and
computations shall be prepared cur-
rently at least once a month.

(12)(i) A questionnaire or application
for employment executed by each ‘‘as-
sociated person’” (as hereinafter de-
fined) of such member, broker or deal-
er, which questionnaire or application
shall be approved in writing by an au-
thorized representative of such mem-
ber, broker or dealer and shall contain
at least the following information with
respect to such person:

(a) His name, address, social security
number, and the starting date of his
employment or other association with
the member, broker or dealer;

(b) His date of birth;

(¢) A complete, consecutive state-
ment of all his business connections for
at least the preceding ten years, in-
cluding whether the employment was
part-time or full-time;

(d) A record of any denial of member-
ship or registration, and of any dis-
ciplinary action taken, or sanction im-
posed, upon him by any federal or state
agency, or by any national securities
exchange or national securities asso-
ciation, including any finding that he
was a cause of any disciplinary action
or had violated any law;

(e) A record of any denial, suspen-
sion, expulsion or revocation of mem-
bership or registration of any member,
broker or dealer with which he was as-
sociated in any capacity when such ac-
tion was taken;

(f) A record of any permanent or tem-
porary injunction entered against him
or any member, broker or dealer with
which he was associated in any capac-
ity at the time such injunction was en-
tered;

(9) A record of any arrest or indict-
ment for any felony, or any mis-
demeanor pertaining to securities,
commodities, banking, insurance or
real estate (including, but not limited
to, acting or being associated with a
broker-dealer, investment company,
investment adviser, futures sponsor,
bank, or savings and loan association),
fraud, false statements or omissions,

391



§240.170-3

wrongful taking of property or bribery,
forgery, counterfeiting or extortion,
and the disposition of the foregoing.

(h) A record of any other name or
names by which he has been known or
which he has used;

Provided, however, That if such associ-
ated person has been registered as a
registered representative of such mem-
ber, broker or dealer with, or his em-
ployment has been approved by, the
National Association of Securities
Dealers, Inc., or the American Stock
Exchange, the Boston Stock Exchange,
the Midwest Stock Exchange, the New
York Stock Exchange, the Pacific
Coast Stock Exchange, or the Philadel-
phia-Baltimore Stock Exchange, then
retention of a full, correct, and com-
plete copy of any and all applications
for such registration or approval shall
be deemed to satisfy the requirements
of this paragraph.

(ii) For purposes of this paragraph
(a)(12) the term associated person shall
mean a partner, officer, director, sales-
man, trader, manager, or any employee
handling funds or securities or solic-
iting transactions or accounts for such
member, broker or dealer.

(13) Records required to be main-
tained pursuant to paragraph (d) of
§240.17f-2.

(14) Copies of all Forms X-17F-1A
filed pursuant to §240.17f-1, all agree-
ments between reporting institutions
regarding registration or other aspects
of §240.17f-1, and all confirmations or
other information received from the
Commission or its designee as a result
of inquiry.

(156) Records required to be main-
tained pursuant to paragraph (e) of
§240.17f-2.

(16)(i) The following records regard-
ing any internal broker-dealer system
of which such a broker or dealer is the
Sponsor:

(A) A record of the broker’s or deal-
er’s customers that have access to an
internal broker-dealer system spon-
sored by such broker or dealer (identi-
fying any affiliations between such
customers and the broker or dealer);

(B) Daily summaries of trading in the
internal broker-dealer system, includ-
ing:

17 CFR Ch. Il (4-1-02 Edition)

(I) Securities for which transactions
have been executed through use of such
system; and

(2) Transaction volume (separately
stated for trading occurring during
hours when consolidated trade report-
ing facilities are and are not in oper-
ation):

(i) With respect to equity securities,
stated in number of trades, number of
shares, and total U.S. dollar value;

(i1) With respect to debt securities,
stated in total settlement value in U.S.
dollars; and

(i11) With respect to other securities,
stated in number of trades, number of
units of securities, and in dollar value,
or other appropriate commonly used
measure of value of such securities;
and

(C) Time-sequenced records of each
transaction effected through the inter-
nal broker-dealer system, including
date and time executed, price, size, se-
curity traded, counterparty identifica-
tion information, and method of execu-
tion (if internal broker-dealer system
allows alternative means or locations
for execution, such as routing to an-
other market, matching with limit or-
ders, or executing against the
quotations of the broker or dealer
sponsoring the system).

(ii) For purposes of paragraph (a) of
this section, the term:

(A) Internal broker-dealer system shall
mean any facility, other than a na-
tional securities exchange, an ex-
change exempt from registration based
on limited volume, or an alternative
trading system as defined in Regula-
tion ATS, §§242.300 through 242.303 of
this chapter, that provides a mecha-
nism, automated in full or in part, for
collecting, receiving, disseminating, or
displaying system orders and facili-
tating agreement to the basic terms of
a purchase or sale of a security be-
tween a customer and the sponsor, or
between two customers of the sponsor,
through use of the internal broker-
dealer system or through the broker or
dealer sponsor of such system;

(B) Sponsor shall mean any broker or
dealer that organizes, operates, admin-
isters, or otherwise directly controls
an internal broker-dealer trading sys-
tem or, if the operator of the internal
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broker-dealer system is not a reg-
istered broker or dealer, any broker or
dealer that, pursuant to contract, af-
filiation, or other agreement with the
system operator, is involved on a reg-
ular basis with executing transactions
in connection with use of the internal
broker-dealer system, other than solely
for its own account or as a customer
with access to the internal broker-deal-
er system; and

(C) System order means any order or
other communication or indication
submitted by any customer with access
to the internal broker-dealer system
for entry into a trading system an-
nouncing an interest in purchasing or
selling a security. The term ‘‘system
order” does not include inquiries or in-
dications of interest that are not en-
tered into the internal broker-dealer
system.

(b)(1) This section shall not be
deemed to require a member of a na-
tional securities exchange, a broker, or
dealer who transacts a business in se-
curities through the medium of any
such member, or a broker or dealer reg-
istered pursuant to section 15 of the
Act, to make or keep such records of
transactions cleared for such member,
broker, or dealer as are customarily
made and kept by a clearing broker or
dealer pursuant to the requirements of
§§240.17a-3 and 240.17a—4: Provided, That
the clearing broker or dealer has and
maintains net capital of not less than
$25,000 and is otherwise in compliance
with §240.15¢3-1 or the capital rules of
the exchange of which such clearing
broker or dealer is a member if the
members of such exchange are exempt
from §240.15¢3-1 by paragraph (b)(2)
thereof.

(2) This section shall not be deemed
to require a member of a national secu-
rities exchange, a broker, or dealer who
transacts a business in securities
through the medium of any such mem-
ber, or a broker or dealer registered
pursuant to section 15 of the Act, to
make or keep such records of trans-
actions cleared for such member,
broker or dealer by a bank as are cus-
tomarily made and kept by a clearing
broker or dealer pursuant to the re-
quirements of §§240.17a-3 and 240.17a—4:
Provided, That such member, broker, or
dealer obtains from such bank an

§240.170-3

agreement in writing to the effect that
the records made and kept by such
bank are the property of the member,
broker, or dealer: And provided further,
That such bank files with the Commis-
sion a written undertaking in form ac-
ceptable to the Commission and signed
by a duly authorized person, that such
books and records are available for ex-
amination by representatives of the
Commission as specified in section
17(a) of the Act, and that it will furnish
to the Commission, upon demand, at
its principal office in Washington, DC,
or at any regional or district office of
the Commission designated in such de-
mand, true, correct, complete, and cur-
rent copies of any or all of such
records. Such undertaking shall in-
clude the following provisions:

The undersigned hereby undertakes to
maintain and preserve on behalf of [BD] the
books and records required to be maintained
and preserved by [BD] pursuant to Rules 17a—
3 and 17a-4 under the Securities Exchange
Act of 1934 and to permit examination of
such books and records at any time or from
time to time during business hours by exam-
iners or other representatives of the Securi-
ties and Exchange Commission, and to fur-
nish to said Commission at its principal of-
fice in Washington, DC, or at any regional or
district office of said Commission specified
in a demand made by or on behalf of said
Commission for copies of books and records,
true, correct, complete, and current copies of
any or all, or any part, of such books and
records. This undertaking shall be binding
upon the undersigned, and the successors and
assigns of the undersigned.

Nothing herein contained shall be
deemed to relieve such member,
broker, or dealer from the responsi-
bility that such books and records be
accurately maintained and preserved
as specified in §§240.17a-3 and 240.17a-4.

(c) This section shall not be deemed
to require a member of a national secu-
rities exchange, or a broker or dealer
registered pursuant to section 15 of the
Securities Exchange Act of 1934 (48
Stat. 895, 49 Stat. 1377; 156 U.S.C. 780) as
amended, to make or keep such records
as are required by paragraph (a) re-
flecting the sale of United States Tax
Savings Notes, United States Defense
Savings Stamps, or United States De-
fense Savings Bonds, Series E, F and G.

(d) The records specified in paragraph
(a) of this section shall not be required
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with respect to any cash transaction of
$100 or less involving only subscription
rights or warrants which by their
terms expire within 90 days after the
issuance thereof.

(e) For purposes of transactions in
municipal securities by municipal se-
curities brokers and municipal securi-
ties dealers, compliance with Rule G-8
of the Municipal Securities Rule-
making Board will be deemed to be in
compliance with this section.

(Secs. 2, 17, 23a, 48 Stat. 897, as amended; 15
U.S.C. 78d-1, 78d-2, 78q; secs. 12, 14, 17, 23(a),
48 Stat. 892, 895, 897, 901; secs. 1, 4, 8, 49 Stat.
1375, 1379; sec. 203(a), 49 Stat. 704; sec. 5, 52
Stat. 1076; sec. 202, 68 Stat. 686; secs. 3, 5, 10,
78 Stat. 565-568, 569, 570, 580; secs. 1, 3, 82
Stat. 454, 455; secs. 28(c), 3-5, 84 Stat. 1435,
1497; sec. 105(b), 88 Stat. 1503; secs. 8, 9, 14, 18,
89 Stat. 117, 118, 137, 155; 15 U.S.C. 781, 78n,
78q, 78w(a))

CROSS REFERENCE: For interpretative re-
lease applicable to §240.17a-3, see No. 3040 in
tabulation, part 241 of this chapter.

[13 FR 8212, Dec. 22, 1948]

EDITORIAL NOTE: For FEDERAL REGISTER ci-
tations affecting §240.17a-3, see the List of
CFR Sections Affected, which appears in the
Finding Aids section of the printed volume
and on GPO Access.

EFFECTIVE DATE NOTES: 1. At 66 FR 55838,
Nov. 2, 2001, §240.17a-3 was amended by revis-
ing paragraphs (a)(6) and (7), the introduc-
tory text of paragraph (a)(12)(i), paragraph
(a)(12)(ii), redesignating paragraphs
(a)(12)(i)(a) through (a)(12)(i)(h) as para-
graphs (a)(12)(1)(A) through (a)(12)(i)(H), add-
ing paragraphs (a)(17), (a)(18), (a)(19), (a)(20),
(a)(21), (a)(22), (f) and (g), and by removing
the authority citation, effective May 2, 2003.
For the convenience of the user, the revised
and added text is set forth as follows:

§240.17a-3 Records to be made by certain
exchange members, brokers and dealers.

(@) * * *

(6)(i) A memorandum of each brokerage
order, and of any other instruction, given or
received for the purchase or sale of securi-
ties, whether executed or unexecuted. The
memorandum shall show the terms and con-
ditions of the order or instructions and of
any modification or cancellation thereof; the
account for which entered; the time the
order was received; the time of entry; the
price at which executed; the identity of each
associated person, if any, responsible for the
account; the identity of any other person
who entered or accepted the order on behalf
of the customer or, if a customer entered the
order on an electronic system, a notation of
that entry; and, to the extent feasible, the
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time of execution or cancellation. The
memorandum need not show the identity of
any person, other than the associated person
responsible for the account, who may have
entered or accepted the order if the order is
entered into an electronic system that gen-
erates the memorandum and if that system
is not capable of receiving an entry of the
identity of any person other than the respon-
sible associated ©person; in that cir-
cumstance, the member, broker or dealer
shall produce upon request by a representa-
tive of a securities regulatory authority a
separate record which identifies each other
person. An order entered pursuant to the ex-
ercise of discretionary authority by the
member, broker or dealer, or associated per-
son thereof, shall be so designated. The term
instruction shall include instructions between
partners and employees of a member, broker
or dealer. The term time of entry shall mean
the time when the member, broker or dealer
transmits the order or instruction for execu-
tion.

* * * * *

(ii) This memorandum need not be made as
to a purchase, sale or redemption of a secu-
rity on a subscription way basis directly
from or to the issuer, if the member, broker
or dealer maintains a copy of the customer’s
subscription agreement regarding a pur-
chase, or a copy of any other document re-
quired by the issuer regarding a sale or re-
demption.

(7) A memorandum of each purchase and
sale for the account of the member, broker,
or dealer showing the price and, to the ex-
tent feasible, the time of execution; and, in
addition, where the purchase or sale is with
a customer other than a broker or dealer, a
memorandum of each order received, show-
ing the time of receipt; the terms and condi-
tions of the order and of any modification
thereof; the account for which it was en-
tered; the identity of each associated person,
if any, responsible for the account; the iden-
tity of any other person who entered or ac-
cepted the order on behalf of the customer
or, if a customer entered the order on an
electronic system, a notation of that entry.
The memorandum need not show the iden-
tity of any person other than the associated
person responsible for the account who may
have entered the order if the order is entered
into an electronic system that generates the
memorandum and if that system is not capa-
ble of receiving an entry of the identity of
any person other than the responsible associ-
ated person: in that circumstance, the mem-
ber, broker or dealer shall produce upon re-
quest by a representative of a securities reg-
ulatory authority a separate record which
identifies each other person. An order with a
customer other than a member, broker or
dealer entered pursuant to the exercise of
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