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(i) 2EFEFAEWGFE H s >R © 2 5 % [ (Brokers That Transact
Business in Mutual Fund Shares and Certain Other Share Accounts)
(iv)  H @ sgw2 5% 7 (All Other Brokers) °

7% ® 4 & % 7 (Introducing Brokerage Firm)»* % Rz 5 7 -2 - 40§ ¥ w2
At H ;fﬂ " An introducing broker-dealer is one that has a contractual
arrangement with another firm, known as the carrying or clearing firm, under
which the carrying firm agrees to perform certain services for the introducing firm.
Usually, the introducing firm submits its customer accounts and customer orders
to the carrying firm, which executes the orders and carries the account. The
carrying firm's duties include the proper disposition of the customer funds and
securities after trade date, the custody of customer securities and funds, and the
recordkeeping associated with carrying customer accounts. | o g ¥ X @ 4
T —*‘Ff Pl 573 B B # X B (Clearing Firm > ™ 3 FF 5 & X 232 7 —ﬂ) P 4n

" An organization which works with the exchanges to handle confirmation,
delivery and settlement of transactions. Such corporations play a key role in
ensuring that executed trades are settled within a specified period of time and in
an efficient manner. also called clearing corporation or clearing house. | °
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®  Minnerop, Henry F. “Clearing Arrangements,” Business Lawyer, May 2003 at

<http://www.allbusiness.com/periodicals/articles/582269-1.html> (hereafter Clearing
Arrangements).

0 1d.

' "Comments of Securities Industry Association on S7-25-02," email to Securities and Exchange
Commision, Sept 10, 2002, at <http://www.sec. gov/rules/proposed/s72502/aesorcher1.htm>
(hereafter Comments). X! {5 ?F“ 1960 F (4 WG 55 py Mok 2 — 27 EH??VE‘_’(?E@&%JUQ/ B
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: Clearmg Arrangements, supra note 1.

1314 at <http://www.allbusiness.com/periodicals/articles/582269-2.html>
14
Id

15 Id

'® See Minnerop, Henry F. "The Role and Regulation of Clearing Brokers,"Business Lawyer, May

1993 at <http://allbusiness.com/periodicals/article/371754-1.html> (hereafter Role and
Regulation).

17 Clearing Arrangements, supra note 8.
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'8 Fitzpatrick, William J. and Carman, Ronald T. “An Analysis of the Business and Legal

Relationship Between Introducing and Carrying Brokers,” Business Lawyer, Nov. 1984 (hereafter
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August 10, 2006)

¥ 1d.

*1d.

2! May 1, 1975 is called “May Day” in the securities industry. The title granted May 1, 1975

reflects the significance of the regulations enacted. See Clearing Arrangements at
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3% See Role and Regulation at <http://www.allbusiness.com/periodicals/article/371754-2.html>,
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¥ See generally Office of NYS Attorney General Eliot Spitzer, “Report on Micro-Cap Fraud:
Clearing House Practices,” at <http://www.oag.state.ny.us/investors/microcap97/report97d.html>,
last visited June 22, 2006.

3% Santangelo, Betty and Velona, Jess, “SEC Approves NYSE and NASD Rules Regarding
Responsibilities of Securities Clearing Firms for Their Introducing Brokers,” Schulte Roth & Zabel
LLP Publications, Summer 1999 at

<http://www.srz.com/publications/publicationsDetail.aspx ?publicationld=1287> last visited June
22,2006 (hereafter SRZ Publications).

0 Clearing Arrangements at <http://www.allbusiness.com/periodicals/article/582269-10.html>,
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33 See Securities and Exchange Commission, “Regulation of Exchanges,” 1997 SEC Lexis 1178,
Release No. 34-38672, File No. S7-16-97, May 23, 1997 available at
<http://www.sec.gov/rules/concept/3438672.txt> (hereafter Regulation of Exchanges).

5% See Securities and Exchange Commission, “Guide to Broker-Dealer Registration,” Dec. 2005,
available at <http://www.sec.gov/divisions/marketreg/bd.guide.htm>.

> See “Federal Securities and Exchange Act of 1934, Ch. 3: Regulation of Brokers and Dealers”
(Mathew Bender & Co. 2006) (hereafter Regulation of Brokers and Dealers).

%% See Regulation of Exchanges, supra note 102.

> Regulation of Brokers and Dealers, supra note 105.
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Registration and Qualification Requirements,” at
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%0 Clearing Arrangements at <http://www.allbusiness.com/periodicals/article/582269-9.html>,
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% See generally Office of NYS Attorney General Eliot Spitzer, “Report on Micro-Cap Fraud:
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last visited June 22, 2006.

% Santangelo, Betty and Velona, Jess, “SEC Approves NYSE and NASD Rules Regarding
Responsibilities of Securities Clearing Firms for Their Introducing Brokers,” Schulte Roth & Zabel
LLP Publications, Summer 1999 at

<http://www.srz.com/publications/publicationsDetail.aspx ?publicationld=1287> last visited June
22,2006 (hereafter SRZ Publications).

% Clearing Arrangements at <http://www.allbusiness.com/periodicals/article/582269-10.html>,
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% Clearing Arrangements at <http://www.allbusiness.com/periodicals/article/582269-10.html>,
supra note 8.
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z Id. at <http://www.allbusiness.com/periodicals/article/582269-11.html>.

g

% Comments, supra note 10.

% Before the rule was passed, the proposed rule also allowed for the introducing firm and the
clearing firm to allocate the anti-money laundering responsibilities. However, the proposed rule
held both parties responsible for the implementation of the anti-money laundering measures. See
generally Comments, supra note 10.

°7 The responsible financial institution must be regulated by a rule implementing 31 U.S.C Sec.
5318h, be regulated by a federal function regulator, and the parties must enter an agreement where
the responsible financial institution agrees to annually certify it has implemented its anti-money
laundering policies. See Clearing Arrangements at

9<8http://www. allbusiness.com/periodicals/article/582269-11.html>.

2

19 See generally Securities and Exchange Commission, “Request for Comments on Issues
Concerning Internationalization of the World Securities Markets,” 50 FR 16302, Release No.
34-21958, File No. S7-16-85, Apr. 25, 1985 (hereinafter Internationalization).

1% See Securities and Exchange Commission, “Regulation of Exchanges,” 1997 SEC Lexis 1178,
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Release No. 34-38672, File No. S7-16-97, May 23, 1997 available at
<http://www.sec.gov/rules/concept/3438672.txt> (hereafter Regulation of Exchanges).

192 See Securities and Exchange Commission, “Guide to Broker-Dealer Registration,” Dec. 2005,
available at <http://www.sec.gov/divisions/marketreg/bd.guide.htm>.

19 See “Federal Securities and Exchange Act of 1934, Ch. 3: Regulation of Brokers and Dealers”
(Mathew Bender & Co. 2006) (hereafter Regulation of Brokers and Dealers).

1% See Regulation of Exchanges, supra note 102.

122 Regulation of Brokers and Dealers, supra note 104.

107 %g

108 14,

109 14,

"% National Association of Securities Dealers, “Qualifications: An Explanation of NASD
Registration and Qualification Requirements,” at
<http://www.nasd.com/RegistrationQualifications/index.htm>, last visited July 4, 2006.

"' Ball, Aaron C. and Thomas, Rus R., “Rule 15a-6 and Beyond: Are U.S. Rules for Non-U.S.
Broker Dealers Workable in Today’s Global Marketplace?”” 29 U. Balt. L. Rev. 175 (2000)
(hereinafter Rule 15a-6 and Beyond).

"2 Securities and Exchange Commission, “Registration Requirements for Foreign
Broker-Dealers,” 54 FR 30013, Release No. 105, File No. S7-11-88, July 13, 1989 available at
<http://www.sec.gov/rules/final/34-27017.pdf>.

'3 American Bar Association, Subcommittee on Annual Review, “Significant 1989 Regulatory
Developments,” 45 Bus. Law. 1259 (May 1990).
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