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Exhibit 5 – Text of Proposed Rule Change 

 

Proposed new language is underlined; proposed deletions are in brackets. 

************ 

Rule 3.260. Discretionary Accounts 

(a) – (c) – No change. 

(d) Exceptions 
This IEX Rule shall not apply to: 

(1) discretion as to the price at which or the time when an order given by a customer 
for the purchase or sale of a definite amount of a specified security shall be 
executed, except that the authority to exercise time and price discretion will be 
considered to be in effect only until the end of the business day on which the 
customer granted such discretion, absent a specific, written contrary indication 
signed and dated by the customer. This limitation shall not apply to time and price 
discretion exercised in an institutional account, as defined in IEX Rule 5.110 
pursuant to valid Good-Till-Canceled instructions issued on a "not-held" basis. 
Any exercise of time and price discretion must be reflected on the order ticket[.]; 

(2) bulk exchanges at net asset value of money market mutual funds (“funds”) 
utilizing negative response letters provided: 

(A) The bulk exchange is limited to situations involving mergers and acquisitions 
of funds, changes of clearing members and exchanges of funds used in sweep 
accounts: 

(B) The negative response letter contains a tabular comparison of the nature and 
amount of the fees charged by each fund; 

(C) The negative response letter contains a comparative description of the 
investment objectives of each fund and a prospectus of the fund to be purchased; 
and 

(D) The negative response feature will not be activated until at least 30 days after 
the date on which the letter was mailed. 

************ 
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Rule 5.110.  Supervision 

(a) – (d) – No change. 

(e) Responsibility of Member to Investigate Applicants for Registration 

Each member shall ascertain by investigation the good character, business reputation, 
qualifications and experience of an applicant before the member applies to register that 
applicant with IEX and before making a representation to that effect on the application 
for registration. 

If the applicant previously has been registered with IEX or another self-regulatory 
organization, the member shall review a copy of the applicant’s most recent Form U5, 
including any amendments thereto, within 60 days of the filing date of an application for 
registration, or demonstrate to IEX that it has made reasonable efforts to do so. In 
conducting its review of the Form U5, the member shall take such action as may be 
deemed appropriate. 

The member shall also review an applicant’s employment experience to determine if the 
applicant has been recently employed by a Futures Commission Merchant or an 
Introducing Broker that is notice-registered with the SEC pursuant to Section 15(b)(11) 
of the Exchange Act. In such a case, the member shall also review a copy of the 
applicant’s most recent CFTC Form 8-T, including any amendments thereto, within 60 
days of the filing date of an application for registration, or demonstrate to IEX that it has 
made reasonable efforts to do so. In conducting its review of a Form 8-T, the member 
shall take such action as may be deemed appropriate. 

In addition, each member shall establish and implement written procedures reasonably 
designed to verify the accuracy and completeness of the information contained in an 
applicant’s initial or transfer Form U4 no later than 30 calendar days after the form is 
filed with IEX. Such procedures shall, at a minimum, provide for a search of reasonably 
available public records to be conducted by the member, or a third-party service provider, 
to verify the accuracy and completeness of the information contained in the applicant’s 
Form U4. 

(f) – No change. 

Supplementary Material – No change. 

 


