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and disadvantages which such person
will incur in the entire transaction, in-
cluding the loan arrangement, (iii) all
commissions, discounts, and other re-
muneration received and to be received
in connection with the entire trans-
action including the loan arrangment,
by the broker or dealer, by any person
controlling, controlled by, or under
common control with the broker or
dealer, and by any other person partici-
pating in the transaction; Provided,
however, That the broker or dealer
shall be deemed to be in compliance
with this paragraph if the customer,
before any purchase, loan, or other re-
lated element of the transaction is en-
tered into in a manner legally binding
upon the customer, receives a state-
ment from the lender, or receives a
prospectus or offering circular from the
broker or dealer, which statement, pro-
spectus or offering circular contains
the information required by this para-
graph; and

(2) Obtains from such person informa-
tion concerning his financial situation
and needs, reasonably determines that
the entire transaction, including the
loan arrangement, is suitable for such
person, and retains in his files a writ-
ten statement setting forth the basis
upon which the broker or dealer made
such determination; Provided, however,
That the written statement referred to
in this paragraph must be made avail-
able to the customer on request.

(b) This section shall not apply to
any credit extended or any loan ar-
ranged by any broker or dealer subject
to the provisions of Regulation T (12
CFR part 220) if such credit is extended
or such loan is arranged, in compliance
with the requirements of such regula-
tion, only for the purpose of purchasing
or carrying the security offered or sold:
Provided, however, That notwith-
standing this paragraph, the provisions
of paragraph (a) shall apply in full
force with respect to any transaction
involving the extension of or arrange-
ment for credit by a broker or dealer (i)
in a special insurance premium funding
account within the meaning of section
4(k) of Regulation T (12 CFR 220.4(k))
or (ii) in compliance with the terms of
§240.3a12-5 of this chapter.

(c) This section shall not apply to
any offer to extend credit or arrange
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any loan, or to any credit extended or
loan arranged, in connection with any
offer or sale, or attempt to induce the
purchase, of any municipal security.

(d) This section shall not apply to a
transaction involving the extension of
credit by an OTC derivatives dealer, as
defined in §240.3b-12, if the transaction
is exempt from the provisions of Sec-
tion 7(c) of the Act (15 U.S.C. 78g(c))
pursuant to §240.36al1-1.

(Sec. 3(a)(12), 48 Stat. 882, as amended, 84
Stat. 718, 1435, 1499 (15 U.S.C. 78c(12)); sec.
T(c), 48 Stat. 886, as amended, 82 Stat. 452 (15
U.S.C. 78g(c)); sec. 11(d)(1), 48 Stat. 891 as
amended, 68 Stat. 686 (156 U.S.C. 78k(d)(1));
sec. 15(c), 48 Stat. 895, as amended, 52 Stat.
1075, 84 Stat. 1653 (15 U.S.C. 780(c)); sec. 23(a),
48 Stat. 901, as amended, 49 Stat. 704, 1379 (15
U.S.C. 78w(a))

[40 FR 6646, Feb. 13, 1975, as amended at 41
FR 22826, June 7, 1976; 63 FR 59397, Nov. 3,
1998]

§240.15¢c2-6 [Reserved]

§240.15¢2-7 Identification of
quotations.

(a) It shall constitute an attempt to
induce the purchase or sale of a secu-
rity by making a “fictitious
quotation’ within the meaning of sec-
tion 15(c)(2) of the Act, for any broker
or dealer to furnish or submit, directly
or indirectly, any quotation for a secu-
rity (other than a municipal security)
to an inter-dealer quotation system un-
less:

(1) The inter-dealer-quotation-system
is informed, if such is the case, that
the quotation is furnished or sub-
mitted;

(i) By a correspondent broker or deal-
er for the account or in behalf of an-
other broker or dealer, and if so, the
identity of such other broker or dealer;
and/or

(ii) In furtherance of one or more
other arrangements (including a joint
account, guarantee of profit, guarantee
against loss, commission, markup,
markdown, indication of interest and
accommodation arrangement) between
or among brokers or dealers, and if so,
the identity of each broker or dealer
participating in any such arrangement
or arrangements: Provided, however,
That the provisions of this subpara-
graph shall not apply if only one of the
brokers or dealers participating in any
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such arrangment or arrangements fur-
nishes or submits a quotation with re-
spect to the security to an inter-dealer-
quotation-system.

(2) The inter-dealer-quotation-system
to which the quotation is furnished or
submitted makes it a general practice
to disclose with each published
quotation, by appropriate symbol or
otherwise, the category or categories
(paragraph (a)(1)(i) and/or (ii) of this
section) in furtherance of which the
quotation is submitted, and the identi-
ties of all other brokers and dealers re-
ferred to in paragraph (a)(1) of this sec-
tion where such information is supplied
to the inter-dealer-quotation-system
under the provisions of paragraph (a)(1)
of this section.

(b) It shall constitute an attempt to
induce the purchase or sale of a secu-
rity by making a “fictitious
quotation,” within the meaning of sec-
tion 15(c)(2) of the Act, for a broker or
dealer to enter into any correspondent
or other arrangement (including a joint
account, guarantee of profit, guarantee
against 1loss, commission, markup,
markdown, indication of interest and
accommodation arrangement) in fur-
therance of which two or more brokers
or dealers furnish or submit quotations
with respect to a particular security
unless such broker or dealer informs
all brokers or dealers furnishing or
submitting such quotations of the ex-
istence of such correspondent and
other arrangments, and the identity of
the parties thereto.

(c) For purposes of this section:

(1) The term inter-dealer-quotation-
system shall mean any system of gen-
eral circulation to brokers and dealers

IR}

which regularly disseminates
quotations of identified brokers or
dealers but shall not include a

quotation sheet prepared and distrib-
uted by a broker or dealer in the reg-
ular course of his business and con-
taining only quotations of such broker
or dealer.

(2) The term quotation shall mean any
bid or offer, or any indication of inter-
est (such as OW or BW) in any bid or
offer.

(3) The term correspondent shall mean
a broker or dealer who has a direct line
of communication to another broker or

§240.15¢c2-8

dealer located in a different city or ge-
ographic area.

(Sec. 15, 48 Stat. 895, as amended; 15 U.S.C.
780)

[29 FR 11530, Aug. 12, 1964, as amended at 41
FR 22826, June 7, 1976]

§240.15¢2-8 Delivery of prospectus.

(a) It shall constitute a deceptive act
or practice, as those terms are used in
section 15(c)(2) of the Act, for a broker
or dealer to participate in a distribu-
tion of securities with respect to which
a registration statement has been filed
under the Securities Act of 1933 unless
he complies with the requirements set
forth in paragraphs (b) through (g) of
this section. For the purposes of this
section, a broker or dealer partici-
pating in the distribution shall mean
any underwriter and any member or
proposed member of the selling group.

(b) In connection with an issue of se-
curities, the issuer of which has not
previously been required to file reports
pursuant to sections 13(a) or 15(d) of
the Securities Exchange Act of 1934,
unless such issuer has been exempted
from the requirement to file reports
thereunder pursuant to section 12(h) of
the Act, such broker or dealer shall de-
liver a copy of the preliminary pro-
spectus to any person who is expected
to receive a confirmation of sale at
least 48 hours prior to the sending of
such confirmation.

(c) Such broker or dealer shall take
reasonable steps to furnish to any per-
son who makes written request for a
preliminary prospectus between the fil-
ing date and a reasonable time prior to
the effective date of the registration
statement to which such prospectus re-
lates, a copy of the latest preliminary
prospectus on file with the Commis-
sion. Reasonable steps shall include re-
ceiving an undertaking by the man-
aging underwriter or underwriters to
send such copy to the address given in
the requests.

(d) Such broker or dealer shall take
reasonable steps to comply promptly
with the written request of any person
for a copy of the final prospectus relat-
ing to such securities during the period
between the effective date of the reg-
istration statement and the later of ei-
ther the termination of such distribu-
tion, or the expiration of the applicable
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