A
ACATS (Automated Client Account
Transfer Service), 206
Acceptance waiver and consent
(AWAC), 314
Accounts:
combined margin, 229-230
corporate, 199
customer, 7, 19-20, 193-213
day trading, 208
discretionary, 200-201
for employees of other broker
dealers, 205
fiduciary, 201-202
foreign, 187
individual, 197
joint, 197
long margin, 218-224
margin, 207-208
numbered, 205
partnership, 200
portfolio margin, 230
prime brokerage, 205
short margin, 224-228
SMAs, 221-222,225-226
syndicate, 140
TDAs, 282-284
third-party, 201-202
trust, 199-200
UGMA, 203-204
U.S,, 187
wrap, 209
Accrued interest, 14-15
Accumulation units, 272

ACT (automated confirmation
system), 131-136
ACT Trade Scan, 132
Additional issues, 64
ADEF (Alternative Display Facility),
116-117
ADRs (American depository
receipts), 121
ADTYV (average daily trading
volume), 296
Advertising:
industry rules and regulations
for, 308
by investment advisers, 322-323
Advertising prospectuses, 246
Affiliated persons, 242-243
Affirmative determination, 97
Aftermarket purchasers, 58
Agents:
registration of, 302-303
specialists/ DM Ms as, 91-93
transfer, 244
Aggregate indebtedness, 37-38
Aggressive electronic SPDY order,
116
Agreements:
credit, 207
customer, 194-195
hypothecation, 207
loan consent, 208
subordination, 46-47
underwriting, 62-63
AIR (assumed interest rate), 274-275
Allegations, resolving, 314

Index

All-or-none (AON) orders, 88—89
All-or-none (AON) underwriting, 63
Alpha (of stock), 160
Alternative Display Facility (ADF),
116-117
Alternative minimum net capital
requirement, 35
Alternative public offering (APO),
73
Alternative trading systems,
119-120
American depository receipts
(ADRs), 121
Annual compliance review, 185
Annuitant, 267
Annuities, 267-275
accumulation units, 272
annuity units, 272
beneficiaries of, 272
bonus, 269-270
combination, 269
equity-indexed, 270
fixed, 268
payments from, 274-275
payout options for, 272-273
periodic-payment deferred
annuities, 271-272
pretest, 289, 291
purchase options for, 271-272
sales charges for, 275
single-payment deferred
annuities, 271
single-payment immediate
annuities, 271
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Annuities, (continued)
taxation of, 275
types of, 267-270
variable, 268-269
variable vs. mutual funds, 275
Annuity units, 272
Anti-reciprocal rule, 247
AON (all-or-none) orders, 88-89
AON (all-or-none) underwriting, 63
APO (alternative public offering), 73
AQR (automatic quote refresh)
feature, 114
Arbitrage, 148
Arbitration process, 316-317
A shares, 250
Asset allocation model, 239
Assets under management (AUM),
320
Associated person registration,
302-303
Assumed interest rate (AIR),
274-275
AUM (assets under management),
320
Authorization, trading, 200
Automated Client Account Transfer
Service (ACATS), 206
Automated confirmation system
(ACT), 131-136
Automatic quote refresh (AQR)
feature, 114
Automatic reinvestment, of
distributions, 256
Average daily trading volume
(ADTV), 296
AWAC (acceptance waiver and
consent), 314
Awards:
under arbitration, 317
of the issue, 64

B

Backdating, of letter of
intent, 255

Back-end loads, 251

Back-end sales charges, 275

Backing away violation, 147

Balance sheets, 330-331
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Banks:
custodian, 244
retail, 324-325
Beneficiaries:
of annuities, 272
of retirement plans, 288
Best efforts underwriting, 63
Beta (of stock), 161
Bids:
penalty, 137
stabilizing, 139-140
Blanket bonds, 243
Blanket recommendations, 167
Blind recruiting ads, 307
Block positioners, 101
Block trades, 101
Blotters, 29-30
Blue-sky laws, 325
Board of directors, 242-243
Bonds:
blanket, 243
to cover key investment company
employees, 243
fidelity, 48
municipal, in IRAs, 280
Bonus annuities, 269-270
Borrowed securities, 99-100
Borrowing money, 8
Box counts, 39-40
Branch offices, 184
Breakpoint sales, 255
Breakpoint schedule, 254
Brochure delivery, 323
Brokers:
commission house, 95
prime, 35
in trading securities, 143
two-dollar, 95
Brokerage office procedures, 1-27
and accrued interest, 14
for borrowing and lending
money, 8
for clearly erroneous reports, 11
and close outs, 15
for customer accounts, 19-20
for customer confirmations, 15-16
for customer violation of
Regulation T, 11

for delivery of securities, 17-18
for dividend distribution,
20-23
for execution errors, 11
for execution of orders, 8-9
and gift rule, 6-7
for hiring, 1-2
and marking to the market, 18
for order tickets, 8
pretest, 25-27
for private securities transactions,
6
for proxies, 23
for purchase of stock, 10
and registered representatives,
2-6
and securities settlement options,
11-13
for sharing in customer’s account,
7
and when-issued securities, 13
Broker dealers:
accounts for employees of other,
205
foreign, 302
tully disclosed, 35-36
introducing, 35-36
minimum net capital requirement
for, 34-37
registration of, by state, 303
on retail bank premises, 324-325
roles of, 143
websites of, 307
Business continuity plan, 185
Buyer’s option settlement, 12
Buy in (term), 15
Buy limit orders, 86
Buy stop orders, 87

Cc

Call risk, 160

Capital asset pricing model
(CAPM), 158

Capital Market securities, 296

Capital preservation, as investment
objective, 157

Capital requirements, 321

alternative minimum net, 35
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minimum net, 34-37
net, of SIPC, 310
Capital risk, 159

CAPM (capital asset pricing model),

158

Capping, 165

Carrying, of customer accounts, 20

Cashiering department, 9

Cash on delivery (COD) settlement,
12-13

Cash settlement, 12

CDS (credit default swap), 331

CDSCs, see Contingent deferred
sales charges

Central Registration Depository
(CRD), 2

CE (continuing education)
programs, 179-180

Churning, 165

Circuit breakers, 102

Clearly erroneous reports, 11

Client profile, 161-162

Closed-end company, 237

Closed-end funds, 237-238, 250

Close outs, 15

Closing cross (Nasdaq), 126

Code of Arbitration (NASD), 300

Code of Arbitration Procedure
(FINRA), 316

Code of Procedure (NASD), 299

COD (cash on delivery) settlement,
12-13

College savings plan, 279

Combination annuities, 269

Combination privileges, 256

Combined margin accounts,
229-230

Commissions, continuing, 303

Commission house brokers, 95

Commitments, underwriting, 62-63

Communications:

alternative means of, 185

and ERISA, 288

institutional, 305-306

between investment banking
department and research
department, 169

misleading, 309

with public, 303-307
retail, 303-305
Complaints:
by customer, 182
industry rules and regulations
for, 314-315
trade, between members, 147
trade practice, 300
Complex trusts, 199
Confirmations, 31
Consolidated Quotation System
(CQS), 122
Consolidated tape, 104-105
Consumers, 210
Contingent deferred sales charges
(CDSCs):
for annuities, 275
for mutual funds, 251
Continuing education (CE)
programs, 179-180
Contractual accumulation plans,
260-261
Contributions:
to IRAs, 279
to Keogh plans, 281-282
political, 318-319
to SEP IRAs by employers, 278
to TDAs/TSAs, 283-284
to UGMA accounts, 204
Control securities, 70-71
Conversion privileges, 257
Cooling-off period, 56, 57
Coordination Act (National
Securities Market
Improvement Act of 1996),
320-321
Corporate accounts, 199
Corporate retirement plans,
284-286
Corporate securities, 55-84
awarding the issue, 64
communication rules, 78-79
exempt securities, 68-69
exempt transactions, 69-75
and FINRA Rule 5130, 60-61
pretest, 81-84
prospectuses for, 56-59
and Rule 137, 75
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and Rule 138, 75
and Rule 139, 76
and Rule 415, 76-77
and SEC Rule 405, 77-78
and Securities Act of 1933,
55-56
and securities offering reform
rules, 77
settlement options for, 12-13
tombstone ads for, 59
types of offerings, 64
underwriters’ compensation,
65-68
underwriting for, 61-63, 67
underwriting syndicate for, 65
Correspondence, 306-307
Coverage of customer losses, 310
Covered orders, 118
Covered securities, 118
CQS (Consolidated Quotation
System), 122
CRD (Central Registration
Depository), 2
Credit:
extension of, 295
regulation of, 215-218
Credit agreements, 207
Credit default swap (CDS), 331
Credit risk, 159
Crossed markets, 111
Crossing stock, 93
C shares, 251
Currency transactions, 185
Currency transaction report (CTR),
185
Current yield, 258
Custodians:
for IRAs, 279
for UGMA accounts, 203-204
Custodian banks, 244
Customers:
complaints by, 182
consumers vs., 209-210
death of, 198-199
established, for penny stock cold
call rule, 313
information from, 193-194
institutional, 168-169
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Customer accounts, 193-213
brokerage office procedures for,
19-20
commingling pledged securities,
209
corporate accounts, 199
day trading accounts, 208
death of customer, 198-199
discretionary accounts, 200-201
and DTC, 196
for employees of other broker
dealers, 205
guaranteeing, 208
holding securities for, 195-196
individual accounts, 197
joint accounts, 197
JTIC, 198
JTWROS, 197
mailing instructions for, 197
margin accounts, 207-208
numbered accounts, 205
partnership accounts, 200
pretest, 211-213
prime brokerage accounts, 205
records and reports for, 30
and Regulation S-P, 209-210
sharing in, 7
third-party/fiduciary accounts,
201-202
TOD, 198
trading authorization for, 200
transfer of, 206
trust accounts, 199-200
UGMA, 203-204
wrap accounts, 209
Customer agreements, 194-195
Customer confirmations, 16-17
Customer coverage, 310
Customer errors, 19
Customer limit orders, 128-129
Customer protection rule, 41-44

D

Daily purchase limit, 139
Data backup, 185

Day orders, 85

Day traders, pattern, 228
Day trades, 228

Day trading accounts, 208
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Day trading requirements, 228-229
DEA (designated examining
authority), 294
Dealers (securities), 143
Death:
of custodian of UGMA account,
204
of customers holding accounts,
198-199
of IRA owner, 281
of minor of UGMA account, 204
Debit balance, 218-219
Deceptive practices, 165-166
Declaration date (of dividends), 21
Deferred compensation retirement
plans, 285
Defined benefit retirement plans,
285-286
Defined contribution retirement
plans, 286
Delivery:
of brochures by investment
advisers, 323
rejection of, 17-18
requirements for, 99-100
of securities, 17-18
Delivery vs. payment (DVP)
settlement, 12-13
Department of Enforcement:
and MRV procedure, 315
trade practice complaints handled
by, 300
Department of Justice (DOJ), 329
Depository Trust Clearing
Corporation (DTCC), 117
Depository Trust Company (DTC):
as national clearing house, 196
to settle account transfers, 206
Designated examining authority
(DEA), 294
Designated market makers (DMMs),
89-93
Direct investment, 269
Direct participation programs
(DPPs), 121
Direct Registration System (DRS),
196
Disciplinary actions, against FINRA
representatives, 5

Disclosures:
by mutual funds, 247
of nonpublic information, 210
of nonpublic personal
information, 209
for research reports, 170-172
selective, of nonpublic material
information, 172
Discretionary accounts, 200-201
Distributions:
automatic reinvestment of, 256
of dividends, 20-23
of mutual funds, 244-245
Diversified funds, 239
Dividends, selling, 167-168
Dividend disbursement
process, 22
Dividend distribution, 20-23
DMMs (designated market makers),
89-93
DNR (do not reduce), for GTC
orders, 93-94
Dodd-Frank Wall Street Reform Act
of 2010, 320-321
DOJ (Department of Justice), 329
Dollar-cost averaging, 259-260
Do not reduce (DNR), for GTC
orders, 93-94
DPPs (direct participation
programs), 121
DRS (Direct Registration System),
196
D shares, 251
DTC, see Depository Trust
Company
DTCC (Depository Trust Clearing
Corporation), 117
Due bills (for dividends), 23
DVP (delivery vs. payment)
settlement, 12-13

E

Early regular hours orders, 125
Early warning rule, 44-45
EBS (electronic blue sheets), 315
ECNs, see Electronic
communications networks
ECN Display Alternative
Rule, 129
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Educational IRAs, 278-279
Electronic blue sheets (EBS), 315
Electronic communications
networks (ECNs), 117-118
and customers’ limit orders, 129
market makers’ use of, 106
Email, 303-307
Employee Retirement Income
Security Act of 1974 (ERISA),
287-288
Employee stock ownership plans
(ESOPs), 286
Employer contributions, to SEP
IRAs, 278
Employment, outside, 6
Employment applications, 31
Equity-indexed annuities, 270
Equity requirements, minimum,
223-224, 227-228
Equity securities, 298
ERISA (Employee Retirement
Income Security Act of 1974),
287-288
ESOPs (employee stock ownership
plans), 286
Established customers, 313
ETFs (exchange-traded funds), 238
ETNs (exchange-traded notes),
238-239
Exchanges:
defined under SEC Regulation
ATS, 120
for trading securities, 89-90
Exchange orders, 90
Exchange privileges, 257
Exchange qualifiers, 105
Exchange-traded funds (ETFs), 238
Exchange-traded notes (ETNs),
238-239
Excused basis (for withdrawing
quotes), 126-127
Ex dividend date (of dividends), 21
Executing party, 133
Execution errors, 11
Execution of orders, 8-9
Exemptions:
from FINRA registration, 3—4
from penny stock cold call rule,
313

from state registration for
investment advisers, 319
from Telephone Consumer
Protection Act of 1991,
312-313
Exempt securities, 68
margin requirement for, 217-218
and SEC, 295
Exempt transactions, 69-75
Extended hours (X) orders, 126
Extension of credit, 295

F
Face-amount certificate companies,
236
Fail-to-deliver contracts, 39
Fail-to-receive contracts, 39
Fair dealings, 164-168
Fairness opinions, 330
Fair value method, 330-331
Family limited partnerships, 200
Federal Reserve Board (FRB), 207
Federal Trade Commission (FTC),
329
Fidelity bonds, 48
Fiduciary accounts, 201-202
Fill or kill (FOK) orders, 89
Final prospectuses, 57-58
Financial operations principal
(FINOP), 177-178
Financial relief, 59
Financial requirements, 34-53
and aggregate indebtedness,
37-38
box counts, 39-40
and customer protection rule,
41-44
and early warning rule, 44-45
for fidelity bonds, 48
of FINRA, 45-46
and haircuts, 38-39
for missing/lost securities, 40-41
net capital calculations, for broker
dealers, 47-48
net capital requirements, for
broker dealers, 34-37
pretest, 50-53
for subordination agreements,
46-47
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Financial statements, 43
FinCEN, 186-187
FINOP (financial operations
principal), 177-178
FINRA:
committees in, 300
districts in, 300
financial requirements of, 45-46
membership in, 300-301
review of underwriting by, 67
and violations/complaints, 314
FINRA 5 percent markup policy,
144
FINRA Executive Committee, 300
FINRA Rule 2210, 304-307
FINRA Rule 2290, 330
FINRA Rule 5130, 60-61
Firewalls, 312
Firm commitment underwriting, 62
Firm element (CE programs),
179-180
Firm quotes, 106
Firm quote rule, 146
501(c)(3) organizations, 283
529 plans, 279
Fixed annuities, 268
FOCUS report, 42-43
FOK (fill or kill) orders, 89
Foreign accounts, 187
Foreign broker dealers, 302
Form 8K, 73
Form 144, 71
Form F-3,77,78
Form S-1, 55
Form S-3, 77, 78
Form U4, 1-2, 302
Form U5, 2-3
Form X-17a-5, 42-43
Forward-looking statement (term),
78
401K thrift plans, 287
403(b) institutions, 283
Fourth market, 123
Fraudulent acts, 166
FRB (Federal Reserve Board), 207
Free riding and withholding rule,
59-60
Free services, 309
Front-end loads, 250-251
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Front running, 165

FTC (Federal Trade Commission),
329

Full discretion, 202

Full power of attorney, 201, 202

Fully disclosed broker dealers,
35-36

Functions, in investment
companies, 242-244

Funding, of retirement plans, 288

G

General ledger, 30
General Securities Principal Exam,
for supervisory principals,
178-179
Gift rule, 6-7
Gift taxes, 200
Good til cancel (GTC) orders, 85
Government securities, 14
Gramm-Leach-Bliley Act, 209
Growth (investment objective), 157
GTC (good til cancel) orders, 85
Guarantees:
of customer accounts, 208
and Rules of Conduct, 168
Gun jumping rules, 79

H

Haircuts:
and financial requirements, 38-39
for secured demand notes, 46
Hart-Scott-Rodino Act, 329-330
Hedge funds, 261
Heightened supervisory
requirements, 181
Hiring, 1-2
Holding securities, for customer
accounts, 195-196
Hold in street name (securities),
196, 208
Hot issues (term), 60
House rules, 218
Hypothecation agreements, 207

|

Imbalance-only (IO) orders, 125, 126

Immediate or cancel (IOC) orders,
89
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Income, as investment objective, 156
Indirect investment, 269
Individual accounts, 197
Individual retirement accounts
(IRAs), 276-281
Individual retirement plans, 276
Ineligibility, for FINRA registration,
4
Ineligible issuers, 78
Information:
for client profile, 161-162
customers’, 193-194
for foreign accounts, 187
investors’, 183
issuers’, 182
nonpublic, 210
nonpublic material, 172, 311
nonpublic personal, 209
sharing of, by brokerage firms,
210
for U.S. accounts, 187
Initial public offerings (IPOs), 64,
78-79
Insiders, 311
Insider Trading and Securities
Fraud Enforcement Act of
1988, 311
INSTINET system, 123
Institutional communications,
305-306
Institutional customers, 168-169
Insurance companies, 267
Interest:
accrued, 14
AIR, 274-275
Interest rate risk, 160
Intermarket Surveillance Group
(ISG), 315
Intermarket sweep order (ISO), 115
Intermarket Trading System (ITS),
122
Intrastate offerings, 75
Introducing broker dealers, 35-36
Investments, in IRAs, 279-280
Investment advisers:
industry rules and regulations
for, 321-323
of investment companies,
243-244

registration of, 319-322
Investment adviser representatives,
319-320
Investment Advisers Act of 1940,
261
Investment banking department,
169
Investment companies, 235-265
and anti-reciprocal rule, 247
automatic reinvestment of
distributions, 256
combination privileges, 256
contractual accumulation plans,
260-261
conversion or exchange
privileges, 257
defined, 235-236
disclosures by mutual funds, 247
diversified vs. nondiversified
tunds, 239
and dollar cost averaging,
259-260
ETFs, 238
ETNs, 238-239
hedge funds, 261
money market funds, 248
mutual fund distribution,
244-245
mutual fund prospectuses,
245-247
open-end vs. closed-end funds,
237-238
and POP, 253
portfolio turnover, 258
pretest, 263-265
registration of, 240-241
sales charge reductions, 254-256
sales charges, 250-253
and selling group members, 245
specialized functions in, 242-244
30-day emergency withdrawal,
257
types of, 236-237
valuing mutual fund shares,
248-250
voluntary accumulation plans,
259
voting rights of investors, 258
and yields, 258
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Investment Company Act of 1940,
236
asset allocation model of, 239
and board of directors, 242
Investment objectives, 156-158
Investor-to-investor transactions, 10
I0C (immediate or cancel) orders,
89
IO (imbalance-only) orders, 125,
126
IPOs (initial public offerings), 64,
78-79
IR As (individual retirement
accounts), 276-281
Irrevocable trusts, 199
ISG (Intermarket Surveillance
Group), 315
ISO (intermarket sweep order), 115
Issues:
additional, 64
awarding, 64
hot, 60
new, 64
subsequent primary, 64
Issuers:
corporate securities, 55-56
ineligible, 78
information from, 182
repurchasing own securities,
295-297
seasoned, 77
unseasoned reporting, 78
WKSIs, 77
ITS (Intermarket Trading System),
122

J

Joint accounts, 197

Joint tenants in common (JTIC), 198

Joint tenants with rights of
survivorship (JTWROS), 197

Joint with lost survivor (payout
option), 273

JTIC (joint tenants in common), 198

JTWROS (joint tenants with rights
of survivorship), 197

K
Keogh plans (HR-10), 281-282

L

Late regular hours orders, 125
Ledger, general, 30
Legal lists, 201
Legislative risk, 159
Lending money, 8
Letter of intent, 255
Level I (Nasdaq workstation
services), 107
Level IT (Nasdaq workstation
services), 107
Level IIT (Nasdaq workstation
services), 107
Level-load funds, 251
Liability orders, 147
Life only/straight life (payout
option), 273
Life with period certain (payout
option), 273
Limited discretion, 201, 202
Limited power of attorney, 201, 202
Limit orders, 88
Limit Up Limit Down (LULD) rule,
102-103
Liquidity, as investment objective,
157-158
Liquidity risk, 160
Listed securities, 296
Listing requirements:
for Nasdaq Capital Market,
123-124
for Nasdaq Global Market, 123-124
for NYSE, 103-104
Live order, 87
LMYV (long market value), 219-220,
222
Loan consent agreements, 208
Locked markets, 111
Long margin accounts, 218-224
Long market value (LMV), 219-220,
222
Long securities difference, 40
Lost securities, 40-41
LULD (Limit Up Limit Down) rule,
102-103

M

Mailing instructions (customer
accounts), 197
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Maintenance calls, 223, 227
Maintenance requirement, 31-34
Maloney Act of 1938, 298
Management fee, 65
Management investment
companies, 237
Manipulative practices, 165-166
Manning Rule, 130-131
Margin accounts, 215-233
combined margin accounts,
229-230
as customer accounts, 207-208
day trading requirements, 228-229
house rules for, 218
and LMYV, 219-220, 222
long margin accounts, 218-224
minimum equity requirements
for, 223-224, 227-228
portfolio margin accounts, 230
pretest, 231-233
and regulation of credit, 215-218
short margin accounts, 224-228
SIPC coverage, 310
SMA, 221-222, 225-226
and SMV, 225-227
Margin calls, 223, 227
Margin department, 9
Markdowns, 144-145
Markets:
crossed, 111
fourth, 123
locked, 111
manipulation of, 167
OTC, 106-118
primary, 55
secondary, 10, 85, 293
third, 122, 134-136
two-sided, 106
Market arbitrage, 148
Market centers, 118-119
Market makers:
CQs, 122
DMMs, 89-93
firms as, 124
for OTC markets, 106
passive, 138-139
registration of, 107-109
regulations/responsibilities for,
124
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Market making, during syndication,
136
Market manipulation, 167
Market on close (MOC) orders, 89
Market on open (MOO) orders, 89
Market orders, 86
Market-out clause, 62-63
Market participant identifier
(MPID), 107-108
Market risk, 159
Marking to the market, 18
Markups, 144-145
Matched purchases and sales, 166
Material facts, 168
Material information, 311
Medallion Signature Guarantee
Program, 17
Mediation, 316
Member offices, 183-184
MFP (municipal finance
professional), 318-319
Mini-maxi underwriting, 63
Minimum equity requirements,
223-224,227-228
Minimum quantity orders, 115
Minor rule violation (MRV)
procedure, 314-315
Misleading communications, 309
Misrepresentations:
in prospectuses, 59
by representatives or firms, 168
Missing securities, 40-41
MOC (market on close) orders, 89
Money laundering:
and Patriot Act, 185-187
and supervision, 185
Money market funds, 248
Monthly trial balances, 31
MOO (market on open) orders, 89
MPID (market participant
identifier), 107-108
MRV (minor rule violation)
procedure, 314-315
MSRB (Municipal Securities
Rulemaking Board), 311
MSRB Rule G-38, 318
Municipal bonds, 280
Municipal finance professional
(MFP), 318-319
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Municipal securities, 11-13
Municipal Securities Rulemaking
Board (MSRB), 311
Mutual funds:
current yield of, 258
disclosures by, 247
distribution of, 244-245
management investment
companies for, 237
no-load, 245
prospectuses of, 245-247
recommendations of, 163, 164
valuing shares of, 248-250
variable annuities vs., 275
voting rights of investors, 258

N
NAC (National Adjudicatory
Council), 4, 315
NASD (National Association of
Securities Dealers), 298-300
Nasdagq:
closing cross for, 126
listing standards for, 123-124
opening cross for, 124
order entry parameters, 114
order routing process, 115-116
pegged orders, 116
quotes on, 110-112, 114
trading securities on, 106-118
workstation services, 107
Nasdaq BBO, 111
Nasdaq Capital Market:
listing requirements for, 123-124
securities on, 296
Nasdaq execution systems, 112
Nasdaq Global Market:
listing requirements for,
123-124
securities on, 296
Nasdagq halt cross, 126
Nasdagq inside (term), 111
Nasdagq international, 120-121
Nasdagq listing standards, 123-124
Nasdaq Market Center Execution
System (NMCES), 107, 112-113
Nasdaq Market Center for Listed
Securities, 122
Nasdaq Market Operations, 147

Nasdaq Official Opening Price
(NOOP), 125-126
National Adjudicatory Council
(NAC), 4, 315
National Association of Securities
Dealers (NASD), 298-300
National Association of Securities
Dealers Automated Quotation
System, see Nasdaq
National best bid and offer (NBBO),
111
National Securities Clearing
Corporation (NCSS), 100
National Securities Market
Improvement Act of 1996,
320-321
NAV (net asset value), 248-250
NBBO (national best bid and offer),
111
NCSS (National Securities Clearing
Corporation), 100
Net asset value (NAV), 248-250
Net capital:
computations of, 31, 47-48, 56
tentative, 39, 48
Net capital requirements:
for broker dealers, 34-37
of SIPC, 310
Net Order Imbalance Indicator
(NOII), 126
New issues, 64
New York Stock Exchange (NYSE),
89
Next day settlement, 12
NH (not held) orders, 89
NMCES (Nasdaq Market Center
Execution System), 107,
112-113
NOII (Net Order Imbalance
Indicator), 126
No-load mutual funds, 245
Nondirected orders, 118
Nondiversified funds, 239
Nonequivalent securities, 75
Noninterested persons, 242
Non-Nasdaq OTC Bulletin Board
(OTCBB), 121
Non-Nasdagq securities, 296
Nonparticipants, 75
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Nonprofit organizations 501(c)(3),
283

Nonpublic information:

disclosure of, 210
and insider trading, 311

Nonpublic material information,
172, 311

Nonpublic personal information,
209

Nongqualified corporate retirement
plans, 284

Nonsystematic risk, 159

NOOP (Nasdaq Official Opening
Price), 125-126

Not held (NH) orders, 89

Notices, 31

Numbered accounts, 205

NYSE (New York Stock Exchange),
89

NYSE listing requirements, 103-104

NYSE Rule 61, 96

NYSE Rule 80B, 102

NYSE Rule 92, 101-102

NYSE Rule 97, 101

)
OATS (Order Audit Trail System),
130
OFAC (Office of Foreign Assets
Control), 186
Offers, tender, 297-298
Offerings:
of corporate securities, 64
intrastate, 75
IPOs, 63
primary, 64
Regulation A, 74
Regulation D, 69-70
Regulation S, 73-74
secondary, 64
Offices:
branch, 184
brokerage, procedures in, 1-23
member, 183-184
OFAC, 186
OS], 183-184
satellite, 184
Office of Foreign Assets Control
(OFAC), 186

Office of supervisory jurisdiction
(0S)), 183-184

On-open (OO) orders, 125
Open-end company, 237
Open-end funds, 237-238, 250
Opening cross (Nasdaq), 124
Opportunity risk, 160
Orders:

AON, 88-89

buy limit, 86

buy stop, 87

covered, 118

customer limit, 128-129

day, 85

early regular hours, 125

entry parameters, 114

exchange, 90

execution of, 8-9

FOK, 89

GTC, 85

10, 125, 126

10C, 89

late regular hours, 125

liability, 147

limit, 88

market, 86

MOC, 89

MOO, 89

NH, 89

nondirected, 118

00, 125

round-trip, 208, 228

routing process, 115-116

sell limit, 86

sell stop, 87

stop, 86-87

stop limit, 88

stop loss, 86-87

types of, 85-89

VWAP, 88

X, 126
Order Audit Trail System (OATS),

130

Order execution, 8-9
Order imbalances, 125
Order marking, 98-99
Order memorandum, 31
Order room, 9
Order shredding, 112
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Order tickets:
brokerage office procedures for, 8
as records and reports, 31
OREF (OTC Reporting Facility), 131
OS] (office of supervisory
jurisdiction), 183-184
OTC Bulletin Board (OTCBB), 108,
121
OTC Reporting Facility (ORF), 131
Outside employment, 6
Over-the-counter (OTC) markets,
106-118
for purchasing stock, 10
as secondary market, 293

P
Painting the tape, 166
Parity (exchange orders), 90
“Parked” registrations, 3
Partnership accounts, 200
Passive market makers, 138-139
Patriot Act, 185-187
Pattern day traders, 228
Payments (annuities), 274-275
Payment date:
of dividends, 21
of stock, 10
Payout options (annuities), 272-273
Payroll deduction retirement plans,
284
Pegged orders, 116
Pegging, 165
Penalty bids, 137
Penny stocks, 122
Penny stock cold call rule (SEC
Rules 15g-2-15g-9),
313-314
Periodic-payment deferred
annuities, 271-272
Periodic payment plans, 164
Personal trading rules, 169-170
Piggybacking a quote (term), 110
Pink OTC Market, 122
Pink sheets, 121-122
PIPEs (private investments in a
public equity), 72-73
Plan participation:
and ERISA, 288
in SEP IRAs, 278
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Pledged securities, 209
Policy and procedures
manual, 177
Political contributions, 318-319
Pools (term), 166
POP (public offering price), 253
PORTAL Market, 72-73
Portfolio, turnover of, 258
Portfolio margin accounts, 230
Power of attorney, 201, 202
PPN (principal protected notes),
239
Precedence (exchange orders), 90
Preliminary prospectuses, 57
Premium enhancement, 269-270
Prepaid tuition plan, 279
Prerequisites, for supervisors,
178-179
Price to comply order, 115
Primary market, 55
Primary offerings, 64
Prime brokerage accounts, 205
Prime brokers, 35
Principals:
FINOPs, 177-178

and hiring of new employees, 1-2

markups/markdowns when
acting as, 144-145
and new accounts, 194

review of discretionary accounts

by, 201
specialists/DMMs as, 91
supervisory role of, 177-178
Principal protected notes (PPNs),
239
Principal transactions, riskless,
145-146
Priority (exchange orders), 90
Privacy notices, 209
Private investments in a public
equity (PIPEs), 73
Private placements, 69
Private securities transactions, 6
Privileges:
combination, 256
conversion, 257
exchange, 257
UTP, 118
Proceeds transactions, 146

Professional conduct, 162-163
Profit sharing retirement
plans, 286
Prospectuses:
advertising, 246
for corporate securities, 56-59
final, 57
misrepresentations in, 59
mutual fund, 245-247
preliminary, 57
summary, 246
Proxies, 23
Prudent man rule, 201
Public Company Accounting
Oversight Board, 326
Public Company Accounting
Reform and Investor
Protection Act of 2002, 326
Public educational institutions
403(b), 283
Public offering price (POP), 253
Purchase and sales department, 9
Purchase of stock, 10
Purchase options (annuities),
271-272
Purchasers:
aftermarket, 58
representatives of, 70

Q

QIBs (qualified institutional buyers),

72
Qualifications, for supervisors,
178-179
Qualified corporate retirement
plans, 285-286
Qualified institutional buyers
(QIBs), 72
Quotes:
entered through NMCES, 113
entering, in trading securities,
124-126
firm, 106
Nasdagq, 110-112
nominal Nasdaq, 111-112
piggybacking of, 110
by specialists/ DMMs, 92
updating Nasdagq, 114
withdrawing, 126-127
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R

RAD (registration and disclosure)
department, 4
Reactive electronic STGY orders,
115
Receipt vs. payment (RVP)
settlement, 12-13
Reclamation, 18
Recommendations, 155-176
and alpha, 160
and beta, 161
blanket, 167
and CAPM, 158
development of client profile,
161-162
and fair dealings, 164-168
to institutional customers,
168-169
investment objectives for,
156-158
issuing research reports,
169-172
of mutual funds, 163, 164
of periodic payment plans, 164
pretest, 173-176
professional conduct for,
162-163
and Regulation FD, 172
risk vs. reward in, 158-160
short sales in, 169
Records and reports, 29-34
to ACT/TRFE, 133-134
blotters, 29-30
confirmations and notices, 31
for customer accounts, 30
employment applications, 31
general ledger, 30
maintenance requirement for,
31-34
monthly trial balances, 31
net capital computations, 31,
47-48, 56
order tickets, 31
pretest, 49, 51-53
securities position book, 30-31
subsidiary records, 30
Record date (of dividends), 21
Red herring (term), 57
Registered investment advisers, 205
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Registered representatives:
and brokerage office procedures,
2-6
and new accounts, 194
retirement of, 303
Registered traders, 96
Registration:
of agents/associated persons,
302-303
exemptions from, 3-4
ineligibility for, 4
of investment advisers, 319-322
of investment companies,
240-241
of market makers, 107-109
“parked,” 3
shelf, of securities, 76-77
by state, 303
“tolled,” 3
Registration and disclosure (RAD)
department, 4
Registration statements, 55-56
Regular-way settlement, 10
Regulation A offerings, 73-74
Regulation D offerings, 69-70
Regulation FD, 172
Regulation G, 295
Regulation M, 137-141
Regulation NMS, 115
Regulation of credit, 215-218
Regulation SHO, 97-98
Regulation S offerings, 73-74
Regulation S-P, 209-210
Regulation T:
customer violation of, 11
and extension of credit, 295
and regulation of credit, 215-218
Regulation U, 295
Regulatory element (CE programs),
180
Reinvestment risk, 160
Rejection of delivery, 18
Relief, financial, 59

Reports. See also Records and reports

Representatives, retirement of, 303
Repurchase, of issuers’ own
securities, 295-297
Research reports:
issuing, 169-172

and Rule 139, 75-76
Resignation, of registered
representatives, 2-3
Restricted securities, 70-71
Retail banks, 324-325
Retail communications, 303-305
Retail investors, 304
Retirement plans, 275-288
corporate plans, 284-286
deferred compensation plans, 285
defined benefit plans, 285-286
defined contribution plans, 286
educational IRAs, 278-279
and ERISA, 287-288
ESOPs, 286
529 plans, 279
401K thrift plans, 287
individual plans, 276
IRAs, 276-281
Keogh plans (HR-10), 281-282
nonqualified corporate plans, 284
payroll deduction plans, 284
pretest, 289-291
profit sharing plans, 286
qualified corporate plans,
285-286
rollover of pension plans, 287
Roth IRAs, 277
SEP IRAs, 278
traditional IRAs, 276-277
TSAs/TDAs as, 282-284
Reverse churning, 165
Reverse mergers, 73
Revocable trusts, 199
Reward vs. risk, in securities,
158-160
Rights of accumulation, 255-256
Rings (term), 166
Risk:
call, 160
capital, 159
credit, 159
interest rate, 160
legislative, 159
liquidity, 160
market, 159
nonsystematic, 159
opportunity, 160
reinvestment, 160
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reward vs., in recommendations,
158-160
timing, 159
Risk arbitrage, 148
Riskless principal transactions,
145-146
Road shows, 79
Rollover (of plans):
pension plans, 287
transfer vs., 280-281
Roth IRAs, 277
Round lot, 104, 105
Round-trip orders, 208, 228
Rule 13D, 298
Rule 101 (Regulation M), 137
Rule 102 (Regulation M), 138
Rule 103 (Regulation M), 138
Rule 104 (Regulation M), 139-140
Rule 105 (Regulation M), 141
Rule 137, 75
Rule 138, 75
Rule 139, 76
Rule 144, 70-73
Rule 144A, 71-72
Rule 145, 74
Rule 147, 75-76
Rule 200, 98-99
Rule 203, 99-100
Rule 415, 76-77
Rules of Conduct (FINRA), 164-168
Rules of Conduct (NASD), 299
Rules of Fair Practice (FINRA),
164-168
Rules of Fair Practice (NASD), 299
RVP (receipt vs. payment)
settlement, 12-13

S
Safe harbor guidelines, 296
Sales charges:

for annuities, 275

for mutual funds, 250-253
Sales charge percentage, 253
Sales charge reductions, 254-256
Sales literature, 322-323
SAR (Suspicious Activity Report),

186

Sarbanes-Oxley Act, 326-327
Satellite offices, 184
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SCAN orders, 115
Schedule H, 209
SDBK (Super Display Book), 96
Seasoned issuers, 78
SEC:
and industry rules and
regulations, 294
and investment companies, 236
SEC disclaimer, 58
Secondary market:
for purchasing stock, 10
regulated by Securities Exchange
Act of 1934, 293
transactions on, 85
Secondary offerings, 64
Secondary records, 30
SEC Regulation ATS, 119-120
SEC Regulation M-A, 328-329
SEC Regulation NMS, 119
SEC Regulation S-K, 327
SEC Regulation S-X, 330-331
SEC Rule 10b-18, 296
SEC Rule 11Acl-1, 146
SEC Rule 11Ac1-5, 118
SEC Rule 11Ac1-6, 118-119
SEC Rule 15¢2-1, 209
SEC Rule 15¢2-11, 109
SEC Rule 15¢-3-1, 44
SEC Rule 15¢3-3, 42
SEC Rules 15g-2-15g-9 (penny stock
cold call rule), 313-314
SEC Rule 17a-3, 29, 32-34
SEC Rule 17a-4, 29, 32-34
SEC Rule 17a-5, 42-43
SEC Rule 17a-11, 45, 46
SEC Rule 17f-1, 40-41
SEC Rule 134, 59
SEC Rule 201, 102
SEC Rule 405, 77-78
Secured demand notes, 46-47
Securities:
borrowed, 99-100
Capital Market, 296
control, 70-71
corporate, 55-79
covered, 118
delivery of, 17-18
equity, owning 5 percent of
issuers’, 298
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exempt, 68, 217-218, 295
government, 13
holding, 195-196
listed, 296
lost, 40-41
missing, 40-41
municipal, 11-13
Nasdaq Capital Market, 296
Nasdaq Global Market, 296
nonequivalent, 75
non-Nasdag, 296
pledged, 209
restricted, 70-71
settlement options of, 11-13
threshold, 100-101
trading of, 85-148
when-issued, 13
Securities Act of 1933, 55-56
Securities Acts Amendments of
1975, 311
Securities and Exchange
Commission, see SEC
Security arbitrage, 148
Security borrowing, 99-100
Securities Exchange Act of 1934,
293-294
Securities industry rules and
regulations, 293-337
for advertising, 308
for agent/associated person
registration, 302-303
and arbitration process, 316-317
for broker dealers on retail bank
premises, 324-325
for broker dealers’ websites, 307
for communications with public,
303-307
and EBS, 315
for extension of credit, 295
and FINRA membership, 300-301
FINRA Rule 2210, 304-307
FINRA Rule 2290, 330
for firewalls, 312
for foreign broker dealers, 302
for free services, 309
Hart-Scott-Rodino Act, 329-330
Insider Trading and Securities
Fraud Enforcement Act of
1988, 311

investment adviser registration,
319-322
for investment advisers, 321-323
for issuers repurchasing own
securities, 295-297
for mediation, 316
for misleading communications,
309
and NASD, 298-300
National Securities Market
Improvement Act of 1996,
320-321
for owning 5 percent of issuers’
equity securities, 298
penny stock cold call rule,
313-314
for political contributions,
318-319
pretest, 333-337
Sarbanes-Oxley Act, 326-327
and SEC, 294
SEC Regulation M-A, 328-329
SEC Regulation S-K, 327
SEC Regulation S-X, 330-331
Securities Acts Amendments of
1975, 311
Securities Exchange Act of 1934,
293-294
SIPC, 309-310
for soft dollars, 323-324
Telephone Consumer Protection
Act of 1991, 312-313
for tender offers, 297-298
for testimonials, 309
and trading suspensions, 295
USA, 325
for violations and complaints,
314-315
Securities Information Center (SIC),
40-41
Securities Investor Protection
Corporation Act of 1970
(SIPC), 309-310
Securities offering reform rules, 77
Securities position book, 30-31
Self-regulatory organizations
(SROs):
industry rules/regulations, 294
for threshold securities, 100
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Seller’s option settlement, 12
Selling concession:
defined, 65
as underwriters’ compensation,
65
Selling group, 64-65
Selling group members, 245
Sell limit orders, 86
Sell stop orders, 87
SEP (simplified employee pension)
IRAs, 278
Series 24, for supervisory principals,
178-179
Services, free, 309
Settlement date (of stock), 10
Settlement options (securities),
11-13
Shelf registration (securities), 76-77
Short margin accounts, 224-228
Short market value (SMV), 225-227
Short sales, 96-97
in margin accounts, 224
in recommendations, 169
Short securities difference, 39-40
SIC (Securities Information Center),
40-41
Signature cards, 195
Simple trusts, 199
Simplified arbitration, 317
Simplified employee pension (SEP)
IRAs, 278
Single-payment deferred annuities,
271
Single-payment immediate
annuities, 271
SIPC (Securities Investor Protection
Corporation Act of 1970),
309-310
SMAs (special memorandum
accounts), 221-222, 225-226
SMYV (short market value), 225-227
Soft dollars, 323-324
Specialists, 89-93
Special memorandum accounts
(SMAs), 221-222, 225-226
Special purpose acquisition
companies (SPAC), 261
Special reserve bank account, 41-42
Speculation, by customers, 158

Spinning, 61
SROs, see Self-regulatory
organizations
Stabilizing bids, 139-140
Standard factual information
(term), 78
Standby underwriting, 63
Statements:
customer account, 19
financial, 43
registration, 55-56
Step out trades, 136
Stock, purchase of, 10
Stock price, 21-22
Stock record, 30-31
Stock split adjustments, 94
Stop limit orders, 88
Stop loss orders, 86-87
Stop orders, 86-87
Stopping stock, 95
Strategy-based margin, 230
Subordination agreements, 46-47
Subscription levels (Nasdaq), 107
Subsequent primary issues, 64
Subsidiary records, 30
Suitability obligation, 271
Summary prospectuses, 246
Super Display Book (SDBK), 96
Supervision, 177-192
annual compliance review, 185
and business continuity plan, 185
and continuing education,
179-180
of currency transactions, 185
and customer complaints, 182
of foreign accounts, 187
heightened, 181
information from issuers, 182
and investor information, 183
of member offices, 183-184
and Patriot Act, 185-187
pretest, 189-192
role of principal, 177-178
supervisor qualifications/
prerequisites, 178-179
tape recording employees,
180-181
of U.S. accounts, 187
Supervisor prerequisites, 178-179
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Supervisor qualifications, 178-179

Supervisory manual, 177

Surrender charges (annuities), 275

Suspensions, trading, 295

Suspicious Activity Report (SAR),
186

Syndicate accounts, 140

Syndication, market making during,
136

System orders, 114

T
Tape recording employees, 180-181
Taping rule, 180-181
Taxation:
of annuities, 275
of SEP IRAs, 278
of TDA/TSA distributions, 284
of trusts, 199, 200
of UGMA accounts, 204
Tax benefits, 157
Tax-deferred accounts (TDAs),
282-284
Tax-exempt organizations 501(c)
3), 283
Tax-sheltered annuities (TSAs),
282-284
TDAs (tax-deferred accounts),
282-284
Telephone Consumer Protection Act
of 1991, 312-313
Temporary subordination
agreements, 47
Tender ofters, 297-298
Tentative net capital, 39, 48
Termination, of registered
representatives, 2-3
Termination for cause, 5
Testamentary trusts, 200
Testimonials, 309
Third market:
ACT/TRF in, 134-136
defined, 122
Third-party accounts, 201-202
30-day emergency withdrawal, 257
Threshold securities, 100-101
Timing risk, 159
TOD (transfer on death) accounts,
198
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“Tolled” registrations, 3
Tombstone ads:
for corporate securities, 59
industry rules and regulations
for, 308
Total available capital, 47
TotalView, 107
TRACE (Trade Reporting and
Compliance Engine), 141-143
TRACS (Trade Reporting and
Comparison Service), 117
Trades, day, 228
Trade complaints, 147
Trade date (of stock), 10
Trade Reporting and Comparison
Service (TRACS), 117
Trade Reporting and Compliance
Engine (TRACE), 141-143
Trade reporting facility (TRF),
131-136
Trading:
day, requirements for margin
accounts, 228-229
unauthorized, 166
Trading ahead, 166
Trading along, 101-102
Trading authorization (customer
accounts), 200
Trading securities, 85-154
and ACT/TRF, 131-136
and affirmative determination, 97
arbitrage, 148
block trades, 101
broker vs. dealer in, 143
circuit breakers in, 102
commission house brokers, 95
and consolidated tape, 104-105
crossing stock, 93
customer limit orders, 128-129
DNR, 93-94
entering quotes, 124-126
exchange qualifiers, 105
on exchanges, 89-90
FINRA 5 percent markup policy,
144
and firm quote rule, 146
fourth market, 123
LULD, 102-103
and Manning Rule, 130-131
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market centers, 118-119

market maker regulations/
responsibilities, 124

market making during
syndication, 136

markups/markdowns when
acting as principal, 144-145

on Nasdaq, 106-118

Nasdaq international, 120-121

Nasdaq listing standards, 123-124

Nasdaq Market Center for Listed
Securities, 122

non-Nasdaq OTCBB, 121

NYSE listing requirements,
103-104

and OATS, 130

on OTC markets, 106-118

passive market makers’ daily
purchase limit, 139

penalty bids, 137

pink sheets, 121-122

pretest, 149-154

priority of exchange orders, 90

proceeds transactions, 146

registered traders, 96

Regulation M, 137-141

and Regulation SHO, 97-98

riskless principal transactions,
145-146

role of specialist/ DMM, 90-93

and Rule 200, 98-99

and Rule 203, 99-100

and SDBK, 96

SEC Regulation ATS, 119-120

SEC Regulation NMS, 119

short sales, 96-97

step out trades, 136

stock split adjustments, 94

stopping stock, 95

syndicate short positions, 140

third market, 122

threshold securities, 100-101

and TRACE, 141-143

and trade complaints between
members, 147

and trading along, 101-102

two-dollar brokers, 95

types of orders, 85-89

withdrawing quotes, 126-127

Trading suspensions, 295
Traditional IRAs, 276-277
Transactions:
currency, 185
exempt, 69-75
investor-to-investor, 10
private securities, 6
proceeds, 146
riskless principal, 145-146
on secondary market, 85
Transfer, of customer accounts, 206
Transfer agents, 244
Transfer and hold in safekeeping
(securities), 196
Transfer and ship (securities), 196
Transfer on death (TOD) accounts,
198
TREF (trade reporting facility),
131-136
Trigger price, 87
Trust accounts, 199-200
TSAs (tax-sheltered annuities),
282-284
12B-1 fees, 252
Two-dollar brokers, 95
Two-sided market, 106

U

UAR (Underwriting Activity
Report), 140

UGMA (Uniform Gifts to Minors
Act), 203-204

UITs, see Unit investment trusts

Unauthorized trading, 166

Underwriters’ compensation,
65-68

Underwriters’ discount, 67

Underwriters’ fee, 66

Underwriting, 61-63, 67

Underwriting Activity Report
(UAR), 140

Underwriting commitments, 61-63

Underwriting spread, 66

Underwriting syndicate, 64

Undue concentration, 39

Uniform Application for Securities
Industry Registration, 1-2

Uniform Gifts to Minors Act
(UGMA), 203-204
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Uniform Net Capital Rule, 44
Uniform Practice Code (NASD), 299
Uniform Securities Act (USA), 325
Uniform Termination Notice
for Securities Industry
Registration, 2-3
Uniform Transfer to Minors Act
(UTMA), 204
U.S. accounts, 187
Unit investment trusts (UITs),
236-237
contractual accumulation plans
as, 261
indirect investment in, 269
Unlisted trading privileges (UTP),
118
Unseasoned reporting issuers, 78
UPC Rule 11830, 15
USA (Uniform Securities Act), 325

UTMA (Uniform Transfer to
Minors Act), 204
UTP (unlisted trading privileges), 118

\'
Variable annuities:
defined, 268-269
mutual funds vs., 275
Vesting, of retirement
plans, 288
Violations:
industry rules and regulations
for, 314-315
of Regulation T, by customers, 11
Volume-weighted average price
(VWAP) orders, 88
Voluntary accumulation plans, 259
Voluntary basis (for withdrawing
quotes), 126-127
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Voting rights, 258
VWAP (volume-weighted average
price) orders, 88

W

Websites, broker dealer, 307

Well-known seasoned issuers
(WKSIs), 76, 77

When-issued securities, 13

Wire room, 9

Withdrawing quotes, 126-127

WKSIs (well-known seasoned
issuers), 76, 77

Workstation services
(Nasdaq), 107

Wrap accounts, 209

X
X (extended hours) orders, 126





