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Index

A
Access equals delivery rule, 118
Accounts:

corporate, 69
day trading, 105–106
discretionary, 70–71
fi duciary, 71–72
foreign, 109–110
individual, 67
IRAs, 75–80
joint, 67
long margin, 94–100
margin, 90–107
new, 63–65
numbered, 88
partnership, 69–70
portfolio margin, 106
prime brokerage, 88–89
restricted margin, 99
short margin, 100–105
SMAs, 97–98, 102–103
syndicate, 200
TDAs, 80–82
third party, 71–72
TOD, 68–69
trust, 69
UGMA, 72–74
U.S., 109
UTMA, 74
wrap, 107

Accredited investors, 126–127
Accrued interest, 19
ACT/TRF Trade Scan, 189–192
Additional issues, 123
Adjustments, for stock splits, 161–162

Advanced Computerized Execution 
System (ACES), 182–183

Affi  liated companies, 108
Affi  rmative determination, 163
Aft ermarket purchasers, 119
Agents, 160–162
Agreements:

credit, 90–91
hypothecation, 91
loan consent, 91
partnership, 69–70
trust, 72

Algorithms, execution, 176
Allocation, of municipal bond 

orders, 201–202
All or none (AON) orders, 157
All or none (AON) underwriting, 

123
Alternative Display Facility (ATF), 

181
AMBAC Indemnity Corporation, 

215
Amendments, posteff ective, 133
Analysts, compensation for, 

55–56
Annual compliance review (of OSJ), 

49
Annual privacy notices, 107
Annuities, 80–84
Apprenticeship period, 217
Approved lists (LGIPs), 209
Arbitration, 45–47
As/of trades, 17
Automated Client Account Transfer 

(ACAT), 89

Automatic quote refresh (AQR) 
feature, 180

Average weighted price trades, 191
Awards:

under arbitration, 46
of corporate issues, 124
of municipal issues, 201
to underwriters, 198

Away from the market (term), 174

B
Back-dating (of letter of intent), 139
Basis quotes, 210
Benfi ciaries, 87
Best eff orts underwriting, 122
Bids:

cover, 201
independent, 133
NBBO, 175
penalty, 134
stabilizing, 133–134
syndicate, 200

Bidding, competitive, 198
Bills, due, 27
Blanket recommendations, 53–54
Block positioners, 167
Block trades, 167
Blotters, 31
Bona fi de quotes, 210
Bonds, 198. See also Municipal 

bonds
Bond counsel, 206–207
Borrowed securities, 165
Borrowing money, 12–13
Box counts, 27–28
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Branch offi  ces, 48
Breakpoint sales, 140
Breakpoint schedule, 138–139
Brokerage offi  ce procedures, 1–37

for accrued interest, 19
for borrowing and lending 

money, 12–13
for box counts, 27–28
for broker dealer books and 

records, 30–34
for broker dealer websites, 12
for carrying customer accounts, 

24
for close outs, 19–20
for communications, 8–11
for customer account statements, 

23–24
for customer confi rmations, 

20–21
and Customer Protection Rule, 

29–30
for delivery, 21–23
for dividend distribution, 24–27
and FINRA Rule 2210, 9–11
and gift  rule, 7–8
for hiring, 1–2
for lost and missing securities, 

28–29
for marking to the market, 23
for order execution, 13–14
for order tickets, 13
pretest, 35–37
for private securities transactions, 

6–7
for proxies, 27
for purchasing shares, 15–19
for registered representatives, 2–6
for sharing in customers’ 

accounts, 12
Broker dealers, 12, 30–34, 87–88
Broker transactions, 128–129
Buyer’s option (settlement option), 

17
Buy in, 19–20
Buy limit orders, 155
Buy stop orders, 156

C
Canadian businesses, small, 130
Capping, 168

Carrying customer accounts, 24
Cash (settlement option), 18
Cashiering department, 15
Certifi cates, face-amount, 136
Churning, 52
Circuit breakers, 169–170
Clearly erroneous reports, 17
Close outs, 19–20
Closing cross, 178–179
COD (settlement option), 17
Code of Arbitration, 45
Collateralized mortgage obligations 

(CMOs), 213
College savings plan, 78
Commingling, of pledged securities, 

107
Commissions, 4, 186–188
Communications:

brokerage offi  ce procedures for, 
8–11

correspondence, 11
and ERISA, 87
institutional, 10
retail, 9–10

Companies, affi  liated, 108
Competitive bidding, 198
Complaints, customer, 44
Compliance review (of OSJ), 49
Confi rmations:

customer, 20–21, 212–213
fi nal, 203–204
for municipal CMOs, 213
record keeping required for, 32
for variable rate municipal bonds, 

213
when-issued, 203–204
for zero-coupons municipal 

bonds, 213
Confl icts of interest, 207–209
Consideration, as payment, 174
Consolidated Quotation System 

(CQS), 184–185
Consolidated tape, 153–154
Consumers, under Regulation S-P, 

108
Continuing education, 41–43
Contributions:

to IRAs, 78
to SEP IRAs, 77
to TSAs/TDAs, 82

to UGMA accounts, 74
Controlled markets, 188–189
Control securities, 127–129
Control stock, 128
Cooling-off  period, 117–118
Corporate accounts, 69
Corporate retirement plans, 82
Corporate securities, 121–125
Corporations, subchapter S, 135
Correspondence, 11
Cover bids, 201
Credit, extension of, 91–94, 149
Credit agreements, 90–91
Crossing stock, 167
Currency transactions, 108
Currency Transaction Reports 

(CTRs), 108
Current yields (mutual funds), 

51–52
Custodians, 73–74, 78
Customers:

defi ned under Regulation S-P, 108
established, 112
fair dealings with, 52–54
institutional, 55

Customer accounts, 63–115
and currency transactions, 108
and DTC, 66
for employees of other broker 

dealers, 87–88
holding securities for, 65–66
isolated sales accounts, 110
mailing instructions for, 67
margin accounts, 90–107
new accounts, 63–65
numbered accounts, 88
and Patriot Act, 108–110
and penny stock cold call rule, 

111–112
pretest, 113–115
prime brokerage accounts, 88–89
record keeping required for, 31
and Regulation S-P, 107–108
retirement plans as, 74–87
sharing in, 12
and SIPC, 110–111
trading authorization for, 70–74
transfers of, 89–90
types of, 67–70
wrap accounts, 107
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Customer account statements, 
23–24

Customer complaints, 44
Customer confi rmations, 20–21, 

212–213
Customer coverage, 110–111
Customer Protection Rule, 29–30
Customer recommendations, 50–55

D
Dark pools, 185
Day orders, 155
Day trading accounts, 105–106
Death, 68–69, 74
Deceptive devices, 168–169
Deceptive practices, 53
Declaration date (dividends), 25
Deferred compensation retirement 

plans, 83
Defi ned benefi t retirement plans, 85
Defi ned contribution retirement 

plans, 85
Delivery (of securities), 21–23, 165
Depository Trust Clearing 

Corporation (DTCC), 182
Depository Trust Company (DTC), 66
Designated examining authority 

(DEA), 148
Designated market makers (DMMs), 

159–162
Designated orders, 202
Direct Participation Programs 

(DPPs), 135
Disciplinary actions, 5
Disclosures:

of information regarding 
examinations, 218

of nonpublic material 
information, 58

required, for research reports, 
56–58

of yields of municipal bonds, 
213–214

Discretionary accounts, 70–71
Dividends, selling, 54
Dividend disbursement agents, 26
Dividend distribution, 24–27
Dominated markets, 188–189
Do not reduce (DNR) orders, 

160–161

Due bills, 27
DVP (settlement option), 17

E
Early regular hours orders, 178
Education, continuing, 41–43
Educational savings plans, 209
Electronic Communication 

Networks (ECNs), 171, 
183–184

Employees, 43, 87–88
Employee Retirement Income 

Security Act of 1974 (ERISA), 
86–87

Employment, outside, 6
Employment applications, 2, 32
Equity, excess, 95–97
Equity requirements, 99–100, 

103–105
Equity securities, 155
Established customers, 112
Examinations, 217–218
Excess equity, 95–97
Exchanges, 154, 158–170
Ex dividend date (dividends), 25
Execution, of municipal bond 

orders, 212
Execution algorithms, 176
Execution errors, 17
Exemptions to registration, 4
Exempt securities, 125–126
Exempt transactions, 126–131
Ex legal, 207
Extended hours (X) orders, 178
Extended hours trading, 171
Extension of credit, 149

F
Face-amount certifi cates, 136
Face-amount companies (FACs), 

136
Fail to deliver position, 166
Fair dealings, 52–54
Family limited partnerships, 70
Fiduciary, acting as, 208
Fiduciary accounts, 71–72
Fill or kill (FOK) orders, 158
Final confi rmations, 203–204
Final prospectuses, 118–119
Financial advisors, 207–209

Financial operations principals 
(FINOPs), 40

FINRA 5% markup policy, 186–187
FINRA Rule 2210, 9–11
FINRA Rule 5130, 120–121
FINRA Rule 6250, 181
Firewalls, 59
Firm commitment underwriting, 

122
Firm element (continuing 

education), 42
Firm quotes, 171, 210
501(c)(3) organizations, 81–82
529 plans, 78, 209
Fixed UIT, 136
Foreign accounts, 109–110
Form 211, 173
Form 4789, 108
Form G37, 216
Form G38, 216
Form RE-3, 47
Form S1, 118
Form SB1, 130
Form SB2, 130
Form U4, 2, 32
Form U5, 2–3
401K thrift  retirement plans, 86
403(b) institutions, 81
Fourth market, 185
Fraudulent acts, 53
Freeriding and withholding rule, 

120–121
Free services, 12
Front running, 168
Full discretion, 71
Full power of attorney, 71
Funding (retirement plans), 87

G
General ledgers, 31
General obligation bonds, 198
General supervision, 39–62

of arbitration, 45–47
of continuing education, 41–43
of customer complaints, 44
of customer recommendations, 

50–55
of fi rewalls, 59
of information obtained from 

issuers, 43
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General supervision, (continued)
and Insider Trading and 

Securities Fraud Enforcement 
Act of 1988, 58–59

of investor information, 47
of mediation, 44–45
of member offi  ces, 47–50
pretest, 61–62
and Regulation FD, 58
of research reports, 55–58
and role of principals, 39–40
supervisor qualifi cations/

prerequisites, 40–41
and tape recording employees, 

43
Gift  rule, 7–8
Good til cancel (GTC) orders, 155
Gramm-Leach-Bliley Act, 107
Group net orders, 202
Guarantees, 54, 105

H
Halts, trading, 169–170
Hiring, 1–2
Holding securities, 65–66
Hold in street name, 66
House rules, 94
Hypothecation agreements, 91

I
Imbalance only (IO) orders, 178
Immediate or cancel (IOC) orders, 

157
Independent bids, 133
Independent bond counsel, 207
Individual accounts, 67
Individual retirement accounts 

(IRAs), 75–80
Inferior quotes, 181
Information:

on customer accounts, 65
investor, 47
material, 58
nonpublic, 58
nonpublic material, 58
nonpublic personal, 107–108
obtained from issuers, 43
obtained while acting as 

fi duciary, 208
regarding any examination, 218

sharing with affi  liated companies, 
108

Informational quotes, 211
Initial public off erings (IPOs), 123
Inside market, 174–175
Insiders, 59
Insider trading, 58–59
Insider Trading and Securities 

Fraud Enforcement Act of 
1988, 58–59

INSTINET system, 185
Institutional communications, 10
Institutional customer, 55
Interest, accrued, 19
Intermarket Trading System (ITS), 

185
Intrastate off erings, 131
Investments, in IRAs, 79
Investment bankers, 121
Investment company registration, 

135–136
Investment pools, 209
Investment trusts, 209
Investors, 126–127
Investor information, 47
Investor-to-investor transactions, 

147
Irrevocable trusts, 69
Isolated sales accounts, 110
Issues:

additional, 123
awarding of corporate, 124
awarding of municipal, 201
new, see New issues
stabilization of, 133–135

Issuers, 43, 150–151, 207–208
Issuing municipal bonds, 197–209

J
Joint accounts, 67
Joint tenants in common (JTIC), 68
Joint tenants with rights of 

survivorship (JTWROS), 67

L
Late regular hours orders, 178
Legal lists, for LGIPs, 209
Legal opinions, 207
Legend stock, 127
Lending money, 12–13

Lettered stock, 127
Letter of intent, 139
Limited discretion, 71
Limited partnerships, 135
Limited power of attorney, 70–71
Limit on close (LOC) orders, 170
Loan consent agreements, 91
Local government investment pools 

(LGIPs), 209–210
Long margin accounts, 94–100
Long market value (LMV), 94–99
Lost securities, 28–29

M
Mailing instructions, 67
Management fee, 124
Manipulative devices, 168–169
Manipulative practices, 53
Margin accounts, 90–107

commingling customer’s pledged 
securities, 107

credit agreement for, 90–91
as customer accounts, 90–107
day trading accounts as, 105–106
guaranteeing, 105
hypothecation agreement for, 91
loan consent agreement for, 91
long, 94–100
minimum equity requirements 

for, 99–100, 103–105
portfolio, 106–107
and regulation of credit, 91–94
short, 100–105
SMAs, 97–98, 102–103

Margin department, 15
Margin requirements (day trading), 

105–106
Markdowns, 187–188
Markets:

controlled, 188–189
dominated, 188–189
fourth, 185
inside, 174–175
negotiated, 170
Pink OTC, 182
Portal, 129
primary, 117
secondary, see Secondary market
third, 184

Market makers, 171, 172–173
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Market on close (MOC) orders, 158, 
170

Market on open (MOO) orders, 158
Market orders, 155
Market out clause, 122
Marking the close, 169
Marking the open, 169
Marking to the market, 23
Markups, 187–188
Material facts, omitting, 54
Material information, 58
Mediation, 44–45
Member offi  ces, 47–50
Member-related orders, 203
Mergers, 130–131
Mini-maxi underwriting, 122–123
Minimum equity requirements, 

99–100, 103–105
Misrepresentations, 54, 119–120
Missing securities, 28–29
Money, borrowing and lending, 

12–13
Money laundering, 108–109
Monthly trial balances, 32
MSRB, 197, 219
MSRB general rules, 219–221
MSRB Rule 37, 216
MSRB rules and regulations, 

197–226
for issuing municipal bonds, 

197–209
MSRB general rules, 219–221
for municipal bond advertising, 

215
for municipal bond insurance, 

215
for municipal fund securities, 

209–210
for political contributions, 

215–217
pretest, 223–226
for recommending municipal 

bonds, 214
registration requirements, 

217–218
for trading municipal bonds, 

210–214
MSRB Rules G-1–G-41, 219–221
MSRB Rule G-2, 219
MSRB Rule G-38, 215

Municipal bonds:
in IRAs, 79
MSRB rules and regulation for, 

197–209
orders for, 201–203
variable rate, 213
zero-coupon, 213

Municipal bond advertising, 215
Municipal bond insurance, 215
Municipal Bond Investors 

Assurance (MBIA) 
Corporation, 215

Municipal CMOs, 213
Municipal fi nance professionals 

(MFPs), 215–216
Municipal fund securities, 

209–210
Municipal securities principals, 

217–218
Municipal Securities Rulemaking 

Board, see MSRB
Mutual funds, recommending, 51
Mutual fund distribution, 136–141

N
Nasdaq:

closing cross, 178–179
entering quotes on, 177
execution systems for, 175–176
opening cross, 177–178
order protection feature of, 

176–177
quotes on, 174–175, 180–181
as secondary market, 170–181
subscription levels of, 171–172

Nasdaq BBO, 175
Nasdaq inside, 175
Nasdaq Level I subscription service, 

171
Nasdaq Level II subscription 

service, 171
Nasdaq Level III subscription 

service, 171
Nasdaq Market Center Execution 

System (NMCES), 175–176, 
179–180

Nasdaq Market Center for Listed 
Securities, 184–185

Nasdaq Offi  cial Opening Price 
(NOOP), 178

Nasdaq TotalView subscription 
service, 171–172

National Association of Securities 
Dealers Automated Quotation 
System, see Nasdaq

National best bid and off er (NBBO), 
175

National Securities Clearing 
Corporation (NSCC), 165–166

Negotiated market, 170
Negotiated underwriting, 198
Net asset value (NAV), 137
Net capital computations, 32
Net interest cost (NIC), 198, 201
New accounts, 63–65
New account card, 64
New issues, 117–146

defi ned, 123
exempt securities, 125–126
exempt transactions, 126–131
and FINRA Rule 5130, 120–121
and investment company 

registration, 135–136
mutual fund distribution, 

136–141
pretest, 143–146
and Regulation M, Rule 104, 

133–135
and Rule 137, 131
and Rule 138, 132
and Rule 139, 132
and Rule 415, 133
and Securities Act of 1933, 

117–120
stabilization of, 133–135
underwriting corporate 

securities, 121–125
underwriting DPPs, 135

New York Stock Exchange (NYSE), 
47, 152–155

Next day (settlement option), 18
Nominal quotes, 211
Nonaccreditied investors, 127
Nonequivalent securities, 132
Nonfi xed UIT, 136
Nonparticipants, 131
Nonprofi t organizations [501(c)(3)], 

81–82
Nonpublic information, 58
Nonpublic material information, 58
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Nonpublic personal information, 
107–108

Nonqualifi ed corporate retirement 
plans, 82

Not held (NH) orders, 158
Notices, 32, 107
Numbered accounts, 88
NYSE Rule 80B, 169–170
NYSE Rule 92, 167
NYSE Rule 97, 167
NYSE Rule 127, 137

O
OATS reports, 183
OFAC list, 109
Off ers, tender, 151–152
Off erings:

intrastate, 131
IPOs, 123
primary, 123
Regulation A, 130
Regulation D, 126–127
Regulation S, 130
secondary, 123
small business, 130
subsequent primary, 123

Offi  ces, 47–50
Offi  ce of Foreign Assets Control 

(OFAC), 109
Offi  ce of supervisory jurisdiction 

(OSJ), 48
Offi  ce space, sharing, 49
Offi  cial statements, 205–206
On open (OO) orders, 178
Opening cross, 177–178
Orders:

AON, 157
buy limit, 155
buy stop, 156
day, 155
designated, 202
DNR, 160–161
early regular hours, 178
FOK, 158
group net, 202
GTC, 155
IO, 178
IOC, 157
late regular hours, 178
LOC, 170

market, 155
member-related, 203
MOC, 158, 170
MOO, 158
municipal bond, 212
NH, 158
OO, 178
presale, 202
roundtrip, 105
sell, 163
sell limit, 155–156
sell stop, 156–157
stop, 156
stop limit, 157
stop loss, 156
syndicate, 202
types of, 155–158
X, 178

Order Audit Trail System (OATS), 
183

Order Collector Facility (OCF), 176
Order Display Facility (ODF), 176
Order execution, 13–14
Order imbalances, 178
Order marking, 164
Order period, 201
Order protection feature (Nasdaq), 

176–177
Order room, 14
Order tickets, 13, 32
Out fi rm quotes, 211
Outside employment, 6
Over-the-counter bulletin boards 

(OTCBB), 172–174

P
Painting the tape, 168
“Parked” registrations, 3
Participation, 77, 87
Partnerships, limited, 135
Partnership accounts, 69–70
Partnership agreements, 69–70
Patriot Act, 108–110
Pattern day trader, 106
Payment date (dividends), 25
Payment date (stocks), 15
Payroll deduction retirement plans, 

83
Pegging, 168
Penalty bids, 134

Penny stocks, 111–112, 182
Penny stock cold call rule, 111–112
Periodic payment plans, 51
Piggybacking quotes, 174
Pink OTC market, 182
Pink sheets, 182
Pledged securities, 92, 107
Political contributions, 215–217
Pools, 185, 209–210
Portal Market, 129
Portfolio margin accounts, 106
Posteff ective amendments, 133
Power of attorney, 70–71
Predispute clause, 64–65
Prepaid tuition plans, 78
Presale orders, 202
Priced quotes, 173
Pricing, of mutual funds, 137
Primary market, 117
Primary off erings, 123
Prime brokerage accounts, 88–89
Principals:

and general supervision, 39–40
municipal securities, 217–218
and new accounts, 64
specialists/DMMs as, 159

Privacy notices, 107
Private placements, 126–127
Private securities transactions, 6–7
Proceeds transactions, 188
Profi t-sharing retirement plans, 85
Proprietary trading systems, 185
Prospectuses, 118–120
Proxies, 27
Public educational institutions 

[403(b)], 81
Public off ering price (POP), 137, 141
Purchase, of issuer’s own securities, 

150–151
Purchase and sales department 

(P&S), 14
Purchaser’s representative, 127
Purchasing shares, 15–19

Q
Qualifi ed corporate retirement 

plans, 84–85
Qualifi ed institutional buyers 

(QIBs), 129
Qualifi ers, 154, 189–190
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Quotes:
basis, 210
bona fi de, 210
entered through NMCES, 179–180
fi rm, 171, 210
inferior, 181
informational, 211
Nasdaq, 174–175
nominal, 211
out fi rm, 211
piggybacking, 174
priced, 173
updating Nasdaq, 180–181

R
Real-Time Transaction Reporting 

System (RTRS), 210
Reclamation, 22–23
Recommendations, 50–55
Record date (dividends), 25
Record maintenance, 32–34
Red herring, 118
Registered representatives, 2–6
Registration:

exemptions from, 4
ineligibility for, 4–5
investment company, 135–136
as market makers, 172–173
“parked,” 3
shelf, 132–133
“tolled,” 3

Registration requirements (MSRB), 
217–219

Registration statement, 117–118
Regulation A off erings, 130
Regulation D off erings, 126–127
Regulation FD, 58
Regulation Filing Application 

(RFA), 166
Regulation G, 149
Regulation M, Rule 104, 133–135
Regulation SHO, 163
Regulation S off erings, 130
Regulation S-P, 107–108
Regulation T, 91–94, 149
Regulation U, 149
Regulatory element (continuing 

education), 42
Rejection of delivery, 22

Reoff ering yields, 200–201
Reorganizations, 130–131
Reports, 183, 191–192
Research reports, 55–58, 132
Restricted margin accounts, 99
Restricted securities, 127–129
Restricted stock, 127–129
Retail communications, 9–10
Retirement plans:

annuities as, 83–84
corporate, 82–86
as customer accounts, 74–87
deferred compensation, 83
defi ned benefi t, 85
defi ned contribution, 85
educational IRAs, 78
and ERISA, 86–87
529, 78
401K thrift , 86
individual, 75
IRAs, 75–80
Keogh (HR-10), 80
nonqualifi ed corporate, 82
payroll deduction, 83
profi t-sharing, 85
qualifi ed corporate, 84–85
rolling over, 86
Roth IRAs, 76
SEP IRAs, 77
TSAs/TDAs as, 80–82

Revenue bonds, 198
Revocable trusts, 69
Rights of accumulation, 140
Riskless principal transactions, 188
Rollovers, 79, 86
Roth IRAs, 76–77
Roundtrip orders, 105
Rule 13D, 155
Rule 137, 131
Rule 138, 132
Rule 139, 132
Rule 144, 127–129
Rule 144A, 129
Rule 145, 130–131
Rule 147, 131
Rule 200, 163–164
Rule 203, 165
Rule 415, 133
RVP (settlement option), 17

S
Safe harbor guidelines, 150
Sales, 55, 140, 162–167, 191
Sales charges, 137–138
Sales charge reductions, 138–140
Sale date (municipal bonds), 203
Satellite offi  ces, 48–49
SEC disclaimer, 119
Secondary market, 147–195

and ACES, 182–183
and ACT/TRF Trade Scan, 

189–192
dominated and controlled 

markets as, 188–189
and ECNs, 183–184
exchanges as, 158–170
and FINRA 5% markup policy, 

186–187
and fourth market, 185
and markups/markdowns, 

187–188
municipal bonds on, 210
Nasdaq market as, 170–181
Nasdaq Market Center for Listed 

Securities, 184–185
NYSE listing requirements, 

152–155
and OATS, 183
and pink sheets, 182
pretest, 193–195
proceeds transactions on, 188
riskless principal transactions 

on, 188
and SEC Regulation ATS, 

185–186
and Securities Exchange Act of 

1934, 147–152
stabilization of issues on, 

133–135
and third market, 184
and TRACS, 182
types of orders on, 155–158

Secondary off erings, 123
Secondary records, 31
SEC Regulation ATS, 185–186
SEC Rule 10b-18, 150
SEC Rule 15c2-11, 172–173
SEC Rules 15g-2–15g-9, 111
SEC Rule 17a-3, 30, 34
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SEC Rule 17a-4, 30, 34
SEC Rule 201, 169
Securities:

borrowing of, 165
control, 127–129
corporate, 121–125
equity, 155
exempt, 125–126
holding, 65–66
issuers repurchasing own, 

150–151
lost, 28–29
missing, 28–29
municipal fund, 209–210
nonequivalent, 132
pledged, 92, 107
restricted, 127–129
settlement options of, 17–19
taken in trade, 134–135
threshold, 165–166
when-issued, 18

Securities Act of 1933, 117–120
Securities and Exchange 

Commission (SEC), 148–149
Securities Exchange Act of 1934, 27, 

147–152
Securities Information Center (SIC), 

28–29
Securities Investor Protection 

Corporation Act of 1970 
(SIPC), 110–111

Securities position book, 32
Self-regulatory organization (SRO), 

148
Seller’s option (settlement option), 

18
Selling concession, 125
Selling dividends, 54
Selling group, 124
Selling group members, 140–141
Sell limit orders, 155–156
Sell orders, 163
Sell stop orders, 156–157
Services, free, 12
Settlement date (stocks), 15
Settlement options (securities), 

17–19
Shareholders, approval of, 130–131
Sharing, 12, 49
Shelf registration, 132–133

Short margin accounts, 100–105
Short market value (SMV), 101–103
Short positions, syndicate, 134
Short sales, 55, 162–167, 191
Short tendering, 152
Signature card, 65
Simplifi ed arbitration, 46
Simplifi ed employee pension (SEP) 

IRAs, 77
Small business off erings, 130
Specialists, 159–162
Special memorandum accounts 

(SMAs), 97–98, 102–103
Special reserve accounts, 29–30
Spreads, 125, 171
Stabilizing bids, 133–134
Standby underwriting, 123
Statements, 23–24, 117–118, 205–206
Stocks:

control, 128
crossing, 167
legend, 127
lettered, 127
penny, 111–112
restricted, 127–129
stopping, 162

Stockholders, 130–131, 155
Stock price, and exdividend date, 26
Stock record, 32
Stock splits, adjustments for, 

161–162
Stop limit orders, 157
Stop loss orders, 156
Stop orders, 156
Stopping stock, 162
Subchapter S corporations, 135
Subsequent primary off erings, 123
Subsidiary records, 31
Supervisor qualifi cations and 

prerequisites, 40–41
Supervisory manual, 39
Suspensions, trading, 149
Suspicious Activity Reports (SARs), 

108
Syndicates, 199–201, 204–205
Syndicate accounts, 200
Syndicate bids, 200
Syndicate manager, 204–205
Syndicate orders, 202
Syndicate short positions, 134

T
Tape recording employees, 43
Taxation:

of DPPs, 135
of SEP IRAs, 77
of TSAs/TDAs, 82
of UGMA accounts, 74

Tax-deferred accounts (TDAs), 
80–82

Tax-exempt organizations [501(c)
(3)], 81–82

Tax-sheltered annuities (TSAs), 
80–82

Tendering, short, 152
Tender off ers, 151–152
Termination for cause, 6
Testamentary trusts, 69
Testimonials, 12
Th ird market, 184
Th ird party accounts, 71–72
Th reshold securities, 165–166
“Tolled” registrations, 3
Tombstone ads, 120
Trades, 16–17, 167, 191
Trade date (stocks), 15
Trade or fade rule, 181
Trade Reporting and Comparison 

Service (TRACS), 182
Trading:

extended hours, 171
insider, 58–59
municipal bonds, rules and 

regulations for, 210–214
unauthorized, 53

Trading ahead, 168
Trading along, 167–168
Trading authorization, 70–74
Trading halts, 169–170
Trading suspensions, 149
Transactions:

broker, 128–129
currency, 108
exempt, 126–131
investor-to-investor, 147
municipal bond, 212–213
private securities, 6–7
proceeds, 188
riskless principal, 188

Transfers, 79–80, 89–90
Transfer and hold in safekeeping, 66
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Transfer and ship, 66
Transfer on death (TOD) accounts, 

68–69
True cost of issue (TIC), 201
Trust accounts, 69
Trust agreements, 72
12b-1 fees, 137–138

U
Unauthorized trading, 53
Underwriters:

acting as, and fi nancial advisors, 
208–209

confl icts of interest for, 207–209
for municipal securities, 

198–199
pricing of mutual funds by, 137

Underwriters’ compensation, 
124–125

Underwriter’s fee, 124
Underwriting:

AON, 123

best eff orts, 122
corporate securities, 121–125
DPPs, 135
fi rm commitment, 122
mini-maxi, 122–123
negotiated, 198

Underwriting Activity Reports 
(UARs), 134

Underwriting spread, 125
Underwriting syndicates, 124
Uniform Gift s to Minors Act 

(UGMA) accounts, 72–74
Uniform Transfer to Minors Act 

(UTMA) accounts, 74
U.S. accounts, 109
Unit investment trusts (UITs), 136
Unlisted trading privileges (UTPs), 

176
UPC Rule 11830, 20

V
Variable rate municipal bonds, 213

Vesting (retirement plans), 87
Violations, 16, 216

W
When-issued confi rmations, 

203–204
When-issued securities, 18
Wire room, 14
Wrap accounts, 107
Writing the scale (term), 200

Y
Yields:

current, of mutual funds, 
51–52

of municipal bonds, disclosure of, 
213–214

reoff ering, 200–201

Z
Zero-coupon municipal bonds, 

213




