
PART PID--GENERAL RULES AND 
REGULATIONS, SECURmES 
EXCHhNGE ACT OF 1934 

1. The authority citation for Part 240 is. 
amended by adding the following 
citation: 

Aulbority: Sec 23-48 Stat. 901. as amended 
(IS U.S.C. 78w) ' ' ' 4 240.1%-8. also 
iuwd undec SEW. 3.10.15. and 17.15 USC 
Isc. 7% 760. and 78q; 
. . * . *  

2 By addirq Q 240.1584 after the 
undesignated heading as follows: 

fa] A foreign bmker or dealer shall be 
exempt from the mistration 
requikmenta of &lions 15[a)(l) or 
15B(a)(l) of the Act to the extent that the 
foreign broker or dealer; 
(1) Eliects tramactions in securities 

with or for pereons that have not been 
solicited by the foreign broker or dealer. 
or 

(2) Furnishes remarch reports to 
major U.S. hatitutional inveutom. and 
effects transactions in b e  securities 
discussed in the reaearch report6 with or 
for thme mjor  U.S. institutional 
investom, provided that: 

(i] The research reports do not 
recommend the use of the Fore@ broker 
or dealer to effect trades in any security: 

(ii) The foreign bmker or dealer does 
not initiate contact with those major 
US. institutional inventors to follow up 
on the research reports. and does not 
otherwise induce or attempt to induce 
the purchaee or sale of any security by 
thwe major U.S. institutionel investom 

ciif If the foreign broker or dealer has 
a relationship with a registered bmker 
or dealer that satisfies the requirements 
of paragraph (a)(3) of this section, any 
transactions with the foreign broker or 
dealer in securities &cuseed in the 
research reports are effected only 
through that registered broker or dealer. 
pursuant to the provisions of paragph  
( a p  of this section; and 

[IV] n e  foreign broker or dealer does 
not provide research to U.S. persons 
pursuant to any expreas or implied 
understanding that those US. persons 
will direct commission income to the 
fore@] broker or dealer; or 

(31 Induces or attempts to induce the 
purchase or sale of any security by a 
US. institutional investor or a major 
U.S. irutitutiona1 investor. orovided that: 

(i] The foreign broker or healer. 
[A) Effects any resultim harimctions 

with br for the U.S. instittiitiona~ investor 
or the major US. institutional investor 
through a registered broker w dealer in 

the manner described by paragraph 
(a)(t)(iii) of this section: and 

{B] k v i d e s  the a om mission [upon 
request or pursuant to agreements 
reached between any foreign securities 
authority. including any foreign 
government. as specified in section 
3(aJ(50) of the Act. and the Commission 
or the U.S. Government) with any 
information or documents within the 
possession. custody, or control of the 
foreign bmker or dgaler, any testimony 
of foreign re-atcd persons. end any 
assistance in taking the evidence of 
other persons. wherever loca led, that 
the Comrnission requests and that 
relates to transactions under paragraph 
(a)[3) of this section. except that if. after 
the foreign broker or dealer hae 
exercised its best efforts to provide the 
information documents. testimony. or 
assistance. including requesting the 
appropriate governmental body and. if 
legally necessary, its customers (with 
respect to customet information) to 
permit the foreign bmhr  or dealer to 
provide the infomation. documents, 
testimony. or assistance to the 
Commission. the foreign broker or 
dealer is prohibited from providing this 
information. documents, testimony. or 
assistance by applicable foreign law or 
regulations. then this parag~ph 
(a](3)[il(B) shall not apply and the 
foreign broker w dealer will be subject 
to paragraph [c) of this section: 

(ii) The foreign associated person of 
the foreign broker or dealer effecting 
transactions with the U S  institutio~al 
investor or the major US. institutional 
investor: 

(A) Conducts all ilecuritiee activities 
from outside the US.. except that the 
foreign associated persans may conduct 
visits to US. institutional investors and 
mjor  U.S. instilutional invators within 
the United States, pmvided thet 

(1) The foreign associated person is 
accompanied on these visits by an 
associated pereon of a W t e r e d  broker 
or dealer that accepts responsibility for 
the foreign associated person's 
communications with the US. 
institutional investor or the major U S  
institutional investor: and 
(2) Transactions in any securities 

discussed during the visit by the foreign 
associated person are effected only 
through the registered broker or dealer. 
pursuant to paragraph (aI(3) of this 
section: and 
(B) Is determined by the registered 

broker or dealer to: 
( I )  Not be subject to a statutory 

disquaiifimtion~pecified in section 
31a)(39) of the Act, or any substantially 
equivalent foreign 

(rJ Expulsion or suspension from 
membership. 

(ill Bar or suspension from 
association. 

(!ill Denial of trading prihlegea. 
i 

I (IV) Order denying, suspending. or ' revokii registration or barring or 
i suspending aasaciation, or 
1 (v] Finding with respect to causing 
, any such effective foreign suspension, 

expulsion. or order: 
(2) Not to have been convicted of any 

foreign offense. enjoined horn any 
foteign act. conduct or practice. or 

I Lund to have committed any fnreign act 
I substantially equivalent to any of those 

listed in sections 15[b)[4] (B). [C). [D), or 
(El of the Act: and 
(4 Not to have been found to have 

made or caused to be made any fake 
I foreign statement or omission 

substantially equivalent to any of those 
I listed in section 3(a](39)(E) of the Act: 

I In&] The registered broker or dealer 
through which the transaction with the 
U.S. institutionei investor or the major 

I US. institutional investor is effected: 
[A) is responsible for. 

' [I] Effecting the transactions 
conducted under paragraph (a)[3) of (hi 
section. other than negotiating their 
terms: 

, (2) Issuing all required wnfirmations 
' and statements to the U.S. institutional 
/ investor or the major U.S. institutional 

investor; 
(31 As between the foreign bmker or 

dealer and the registered bmker or 
dealer. extending or arranging for the 
extension of any credit to the U.S. 
institutional investor or the major U.S  
institutional investor in connection with 
the ttanaactione; 
(4) Maintaining required books end 

records relating to the transactions. 
including those required by Rules 17a-3 
and 17a-4 under the Act (17 CFR 
2410.17a-3 and l7a-4); 
(q Complying with Rule 15~3-1 under 

I the Act 117 CFR ~~~~~1) with respect 
/ to the transactions: and 

16) Receiving, delivering, and / m ~ ~ i  tin6 and securities in 
connection with the transactioas on / behalf of the U S  institutional investor 

1 or the major U.S. institutional investor in 
, compliance with Rule 15c3-3 under the 

Act [I? CFR 240.15~3-3): ' (Bj Participates through an associated 
person in a1 oral communications 
belween the foreign associated person 

I and the US. institutional Inveslor. other 
than a major U.S. institutional investor; 

(C) Has obtained h m  the foreign 
broker or dealer. with respect to each 
foreign assodated person. the rypes of 
information specified in Rule l7a- , 
3[a)(12) under the Act (17 CFR 240.17a- 
3[a)(12)), provided that the information ; 
required by paragraph [a)[lz][dJ of that 



- 
Rule shall include sanctions imposed by 
foreign securities authorities. exchanges. 
or associations. including without 
limitation those described in paragraph 
(a)[3)(ii)(B] of this section; 

(D) Has obtained from the foreign 
broker or dealer and each foreign. 
aesociated penon written consent to 
service of process for any civil action 
brought by or proceeding before the 
Commission or a self-regulatory 
organization (as d e f i i  in section 
qaH28) of the Act). providing that 
process may be served on them by 
service on the registered broker or 
dealer in the manner set forth on the 
mgiateted broker's or dealer's cumat 
Form BD: and 

(E) Maintains a written r e c d  of the 
infonuation and consentn required by 
paragraphs (a)(q(iii) (q and {ID of this 
section. and all records in connection 
with trading activities of the US.  
institutional investor or the major U.S 
instihtional investor involving the 
foreign bmker or dealer conducted 
under paragraph (a)[3) of this section, in 
an ofice of the registered broker or 
dealer located in the United States (with 
respect to nonresident registered 
brokers or dealers. pursuant to Rule 

t 17a-7(a] under the Act (17 CFR 240376- 
I 7(a)]). and makes thwe records 
I available to the Commission upon 
I request: or 

(4) Effects transactions in securities 
with or for, or induces or attempts to 
induce the gurchaec or sale of any 
security by: 

/ (i) A registered broker or dealer, 
whether the registered broker or dealer 

( is acting as principal for its o m  account 
or as agent for others. or a bank acting 1 in a broker or dealer capacity as 

/ oermitted bv US. law: 
ii)  he Ahcan ~eve lo~ment  Bank 1 M a n  Devdwment Bank. the hter- 

1 Americen D e v e l ~ m m ~  3ank. the 
1 Internati-1 Bank for Reconstruction 
I and Development, the International ' Monetary Fund the United Nations. and 

their agencies. affiliates. and pension 
, funde; 
I (iii) A foreign p e m  temporarily 

present in the United States. with whom 
the foreign bmker or dealer had a bone 
fide. pre-existing relationship before the 
foreign petson entered the United 
States: 

(iv) Any agency or brakh of a U.S. 
person permanently located outside the 

I United States, provided that the \ 
transactions occur outside the United 

I States or 
i (v) U.S. citizens resident outside the 
' Unifed States. provided that the 

transactions occur outside the United 
States, and that the foreign broker or 

dealer does no! direct its selling efforts 
toward identifiable groups of U.S. 
citizens resident abroad. 

(b) When used in this rule. 
(1) The term "family of investment 

companies" shali mean: 
(i) Except for insurance company 

separate accounts. any two or more 
separately registered investment 
companies under the Investment 
Company Act oi'1940 that share the 
same investment advieer or principal 
~ n d e ~ r i t d r  and hold themselves out to 
investors as related wmpanies for 
purposes of investment and investor 
services: and 

(iil With respect to insurance 
company separate accounts any two or 
more separateiy registered separate 
accounts under the Investment 
Company Act of 1940 !hat share the 
same investment adviser or principal 
underwriter and function under 
operational or accounting or conbl  
systems that are substantially similar. 

(2) The term "foreign associated 
peraon" shall mean eny na~raf person 
domiciled outside the United States who 
is an ansocia!ed person, as defined in 
section 3(a][l8] of the Act, of the foreign 
broker or dealer, and who participates 
in the solicitation of a U.S. institutional 
investor or a major U.S. institutional 
investor under paragraph (e)[3) of this 
section. 

(3) The term "foreign bmker or 
dealer" shall mean any non-US. 
resident person (including any U.S. 
person engaged in buainess as a broker 
or dealer entirely ooutside the United 
Statea except as  otherwise permitted by 
this rule] that is nnt an office or branch 
oL or a natural person aaaociated with, 
a registered broker ur dealer. whose 
securities activities. if conducted in the 
United States. would he described by 
the definition of "broker" or "dealer-' in 
sections 3(8)(4) or 3(a](5] of the Act. 

(4) The term "major U.S. institutional 
investor'' shall mean a p e r m  that is: 

(il A U.S. institutional investor that 
has, or h a  under management, total 
assets in excess of$lCnl million: 
provided, however. that for purposes of 
determining the total assets of an 
investment company under this rule, the 
investment company may include the 
assets of any family of investment 
companies of which it is a part; or 

(ii] An investment adviser registered 
with the Commission under aection 203 
of the Investment Advisers Act of 1940 
&at has total assets under management 
in excess of %100 million. 

151 The term "registered broker or 
dealer" shall m a n e  person that is 
registered with the Commission under 
sections 1S(b). 15B(a)(2). or I%(e](Z) of 
the Act. 

(6) The term "United States" shall I 

mean the United States of America. 
including the States and any territories 
and other areas suhject to its 

, jurisdiction. 
/ (71 +he term "U.S institutional 
; investor" shall mean a person that is: 

(i) An investment company registered 
with the Commission under section 8 of 
the Investment Company Act of 1440: or 

(ii) A bank. savings and loan 
association. insurance company. 
business development company, small 
businesa investment company. or 
employee benefit plan deiined in Rule 
50l[a)(lJ OF Regulation D under the 
Securities Act of 1933 (27 CFR 
-(a)(l)); a private buainess 

I developnent wmpany defmed in Rule 
1 SOl(a1(2] (I7 CFR 230.YJl(a1(2jl; an 

organization described in section 
8 5011c1131 of the Internal Revenue Code. 

as d e h d  in Rde sol(s](3] (17 CFR 
230.501(a](3)): or a trust defined in Rule 
50l(a](7] (17 CFR 230.501(a)(7]]. 

Icl The Commission. bv order after 
notiece and opportunity for hearing. may 
withdraw the exemption provided in 
paragraph [a](3) of this aection with 
respect lo the eubeequent activities of a 
foreign broker or dealer or class of , foreign brokers or dealers conducted 

' fmm a foreign country. if the 
Commbrion h d e  that the laws or 
reguhtione of that foreign country have 
prohibited the fareign bmker or dealer. 
or one of a claw of foreign brokers or 
dealers. from ptouidina. in respanse to a 
request from the Co3unissia. 
infomation or documents within its 
possession, custody, or control, ' 
testimony of foreign awociated penone. 
or assistance in taking the evidence of 
other persons, wherever located related 
to activities exempted by paragraph 
[a)[3) of thia ~ection. 

i By the Commiiion. ' laaattma G. Kah, / Secrebty 
July 11. ism. 
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