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EXHIBIT 5 

Below is the text of the proposed rule change.  Proposed new language is underlined. 

* * * * * 

0100.  GENERAL STANDARDS 

* * * * *  

0150.  Application of Rules to Exempted Securities Except Municipal Securities 

(a) through (b)  No Change. 

 (c)  Unless otherwise indicated within a particular Rule, the following FINRA and 

NASD rules are applicable to transactions in, and business activities relating to, exempted 

securities, except municipal securities, conducted by members and associated persons:  

FINRA Rules 2010, 2020, 2060, 2111, 2122, 2150, 2210, 2212, 2232, 2261, 2268, 2269, 

2320(g), 3110, 3220, 3270, 3280, 4120, 4130, 4210, 4311, 4330, 4360, 4510 Series, 

4530, 5160, 5210, 5220, 5230, 5310, 5340, 8110, 8120, 8210, 8310, 8311, 8312, 8320, 

8330 and 9552; NASD Rules IM-2210-2, 2340, 2510, 3050 and 3140. 

 (d)  No Change. 

* * * * * 

2000.  DUTIES AND CONFLICTS 

* * * * * 

2200.  COMMUNICATIONS AND DISCLOSURES 

* * * * * 

2230.  Customer Account Statements and Confirmations 

2232.  Customer Confirmations 

(a) through (b)  No Change.  
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(c)  A confirmation shall include the member’s mark-up or mark-down for the 

transaction, to be calculated in compliance with Rule 2121, expressed as a total dollar 

amount and as a percentage of the prevailing market price if: 

(1)  the member is effecting a transaction in a principal capacity in a 

corporate or agency debt security with a non-institutional customer, and  

(2)  the member purchased (sold) the security in one or more transactions 

in an aggregate trading size meeting or exceeding the size of such sale to 

(purchase from) the non-institutional customer on the same trading day as the 

non-institutional customer transaction.  If any such transaction occurs with an 

affiliate of the member and is not an arms-length transaction, the member is 

required to “look through” to the time and terms of the affiliate’s transaction with 

a third party in the security in determining whether the conditions of this 

paragraph have been met.  

(d)  A member shall not be required to include the disclosure specified in 

paragraph (c) above if: 

(1)  the non-institutional customer transaction was executed by a principal 

trading desk that is functionally separate from the principal trading desk within 

the same member that executed the member purchase (in the case of a sale to a 

customer) or member sale (in the case of a purchase from a customer) of the 

security, and the member had in place policies and procedures reasonably 

designed to ensure that the functionally separate principal trading desk through 

which the member purchase or member sale was executed had no knowledge of 

the customer transaction; or 
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(2)  the member acquired the security in a fixed-price offering and sold the 

security to non-institutional customers at the fixed price offering price on the day 

the securities were acquired. 

(e)  Definitions 

For purposes of this Rule, the term: 

(1)  “agency debt security” shall have the same meaning as in Rule 

6710(l); 

(2)  “corporate debt security” shall mean a debt security that is United 

States (“U.S.”) dollar-denominated and issued by a U.S. or foreign private issuer 

and, if a “restricted security” as defined in Securities Act Rule 144(a)(3), sold 

pursuant to Securities Act Rule 144A, but does not include a Money Market 

Instrument as defined in Rule 6710(o) or an Asset-Backed Security as defined in 

Rule 6710(cc); 

(3)  “arms-length transaction” shall mean a transaction that was conducted 

through a competitive process in which non-affiliate firms could also participate, 

and where the affiliate relationship did not influence the price paid or proceeds 

received by the member; and 

(4)  “non-institutional customer” shall mean a customer with an account 

that is not an institutional account, as defined in Rule 4512(c). 

* * * * * 


