AUTHENTICATED
U.S. GOVERNMENT
INFORMATION

GPO

Securities and Exchange Commission

(c) For purposes of this section:

(1) The term inter-dealer-quotation-
system shall mean any system of gen-
eral circulation to brokers and dealers
which regularly disseminates
quotations of identified brokers or
dealers but shall not include a
quotation sheet prepared and distrib-
uted by a broker or dealer in the reg-
ular course of his business and con-
taining only quotations of such broker
or dealer.

(2) The term quotation shall mean any
bid or offer, or any indication of inter-
est (such as OW or BW) in any bid or
offer.

(3) The term correspondent shall mean
a broker or dealer who has a direct line
of communication to another broker or
dealer located in a different city or ge-
ographic area.

(Sec. 15, 48 Stat. 895, as amended; 15 U.S.C.
780)

[29 FR 11530, Aug. 12, 1964, as amended at 41
FR 22826, June 7, 1976]

§240.15¢c2-8 Delivery of prospectus.

(a) It shall constitute a deceptive act
or practice, as those terms are used in
section 15(c)(2) of the Act, for a broker
or dealer to participate in a distribu-
tion of securities with respect to which
a registration statement has been filed
under the Securities Act of 1933 unless
he complies with the requirements set
forth in paragraphs (b) through (h) of
this section. For the purposes of this
section, a broker or dealer partici-
pating in the distribution shall mean
any underwriter and any member or
proposed member of the selling group.

(b) In connection with an issue of se-
curities, the issuer of which has not
previously been required to file reports
pursuant to sections 13(a) or 15(d) of
the Securities Exchange Act of 1934,
unless such issuer has been exempted
from the requirement to file reports
thereunder pursuant to section 12(h) of
the Act, such broker or dealer shall de-
liver a copy of the preliminary pro-
spectus to any person who is expected
to receive a confirmation of sale at
least 48 hours prior to the sending of
such confirmation. This paragraph (b)
does not apply with respect to asset-
backed securities (as defined in
§229.1101 of this chapter) that meet the
requirements of General Instruction

§240.15¢c2-8

I.B.5 of Form S-3 (§239.13 of this chap-
ter).

(c) Such broker or dealer shall take
reasonable steps to furnish to any per-
son who makes written request for a
preliminary prospectus between the fil-
ing date and a reasonable time prior to
the effective date of the registration
statement to which such prospectus re-
lates, a copy of the latest preliminary
prospectus on file with the Commis-
sion. Reasonable steps shall include re-
ceiving an undertaking by the man-
aging underwriter or underwriters to
send such copy to the address given in
the requests.

(d) Such broker or dealer shall take
reasonable steps to comply promptly
with the written request of any person
for a copy of the final prospectus relat-
ing to such securities during the period
between the effective date of the reg-
istration statement and the later of ei-
ther the termination of such distribu-
tion, or the expiration of the applicable
40- or 90-day period under section 4(3)
of the Securities Act of 1933. Reason-
able steps shall include receiving an
undertaking by the managing under-
writer or underwriters to send such
copy to the address given in the re-
quests. (The 40-day and 90-day periods
referred to above shall be deemed to
apply for purposes of this rule irrespec-
tive of the provisions of paragraphs (b)
and (d) of §230.174 of this chapter).

(e) Such broker or dealer shall take
reasonable steps (1) to make available
a copy of the preliminary prospectus
relating to such securities to each of
his associated persons who is expected,
prior to the effective date, to solicit
customers’ order for such securities be-
fore the making of any such solicita-
tion by such associated persons and (2)
to make available to each such associ-
ated person a copy of any amended pre-
liminary prospectus promptly after the
filing thereof.

(f) Such broker or dealer shall take
reasonable steps to make available a
copy of the final prospectus relating to
such securities to each of his associ-
ated persons who is expected, after the
effective date, to solicit customers or-
ders for such securities prior to the
making of any such solicitation by
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such associated persons, unless a pre-
liminary prospectus which is substan-
tially the same as the final prospectus
except for matters relating to the price
of the stocks, has been so made avail-
able.

(g) If the broker or dealer is a man-
aging underwriter of such distribution,
he shall take reasonable steps to see to
it that all other brokers or dealers par-
ticipating in such distribution are
promptly furnished with sufficient cop-
ies, as requested by them, of each pre-
liminary prospectus, each amended
preliminary prospectus and the final
prospectus to enable them to comply
with paragraphs (b), (¢), (d), and (e) of
this section.

(h) If the broker or dealer is a man-
aging underwriter of such distribution,
he shall take reasonable steps to see
that any broker or dealer participating
in the distribution or trading in the
registered security is furnished reason-
able quantities of the final prospectus
relating to such securities, as re-
quested by him, in order to enable him
to comply with the prospectus delivery
requirements of section 5(b) (1) and (2)
of the Securities Act of 1933.

(i) This section shall not require the
furnishing of prospectuses in any state
where such furnishing would be unlaw-
ful under the laws of such state: Pro-
vided, however, That this provision is
not to be construed to relieve a broker
or dealer from complying with the re-
quirements of section 5(b)(1) and (2) of
the Securities Act of 1933.

(j) For purposes of this section, the
term preliminary prospectus shall in-
clude the term prospectus subject to com-
pletion as used in 17 CFR 230.434(a), and
the term final prospectus shall include
the term Section 10(a) prospectus as used
in 17 CFR 230.434(a).

[35 FR 18457, Dec. 4, 1970, as amended at 47
FR 11470, Mar. 16, 1982; 53 FR 11845, Apr. 11,
1988; 60 FR 26622, May 17, 1995; 70 FR 1622,
Jan. 7, 2005]

§240.15¢2-11 Inmitiation or resumption
of quotations without specific infor-
mation.

PRELIMINARY NOTE: Brokers and dealers
may wish to refer to Securities Exchange
Act Release No. 29094 (April 17, 1991), for a
discussion of procedures for gathering and
reviewing the information required by this
rule and the requirement that a broker or

17 CFR Ch. Il (4-1-11 Edition)

dealer have a reasonable basis for believing
that the information is accurate and ob-
tained from reliable sources.

(a) As a means reasonably designed
to prevent fraudulent, deceptive, or
manipulative acts or practices, it shall
be unlawful for a broker or dealer to
publish any quotation for a security or,
directly or indirectly, to submit any
such quotation for publication, in any
quotation medium (as defined in this
section) unless such broker or dealer
has in its records the documents and
information required by this paragraph
(for purposes of this section, ‘‘para-
graph (a) information’), and, based
upon a review of the paragraph (a) in-
formation together with any other doc-
uments and information required by
paragraph (b) of this section, has a rea-
sonable basis under the circumstances
for believing that the paragraph (a) in-
formation is accurate in all material
respects, and that the sources of the
paragraph (a) information are reliable.
The information required pursuant to
this paragraph is:

(1) A copy of the prospectus specified
by section 10(a) of the Securities Act of
1933 for an issuer that has filed a reg-
istration statement under the Securi-
ties Act of 1933, other than a registra-
tion statement on Form F-6, which be-
came effective less than 90 calendar
days prior to the day on which such
broker or dealer publishes or submits
the quotation to the quotation me-
dium, Provided That such registration
statement has not thereafter been the
subject of a stop order which is still in
effect when the quotation is published
or submitted; or

(2) A copy of the offering circular
provided for under Regulation A under
the Securities Act of 1933 for an issuer
that has filed a notification under Reg-
ulation A and was authorized to com-
mence the offering less than 40 cal-
endar days prior to the day on which
such broker or dealer publishes or sub-
mits the quotation to the quotation
medium, Provided That the offering cir-
cular provided for under Regulation A
has not thereafter become the subject
of a suspension order which is still in
effect when the quotation is published
or submitted; or

(3) A copy of the issuer’s most recent
annual report filed pursuant to section
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