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December 2, 1977
All NASD Members
1978 Schedule of Holidays
Listed below is the NASD 1978 Schedule of Holidays.
January 2, Monday New Year's
February 20, Monday Washington's Birthday
March 24, Friday Good Friday

May 29, Monday

July 4, Tuesday
September 4, Monday
November 23, Thursday

December 25, Monday

Memorial Day
Independence Day
Labor Day
Thanksgiving

Christmas

Sincerely,

§y /4

Gordon S. Macklin
President
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NATIONAL ASSOCIATION OF SECURITIES DEALERS, INC.

1735 K STREET NORTHWEST ¢« WASHINGTON D.C. 20006

December 9, 1977
IMPORTANT

MAIL VOTE

Officers * Partners * Proprietors

TO: All NASD Members

RE: Mail Vote on Proposed Amendments to Article XVII, Sections 1,
2 and 3 of the By-Laws Concerning Comparison, Clearance and
Settlement of Securities Transactions

Last Voting Date is January 9, 1978

Enclosed herein are proposed amendments to Article XVII,
ections 1, 2 and 3 of the Association's By-Laws concerning the
omparison, clearance and settlement of securities transactions. The
proposed amendments must be approved by the membership and must be
submitted to and approved by the Securities and Exchange Commission
("Commission'') prior to becoming effective,.

S
c

By letter dated September 27, 1977, the Commission requested
that the Association take steps to amend certain of its rules which
relate to the comparison, clearance and settlement of securities
transactions to conform these rules to the requirements of the Securities
Acts Amendments of 1975 (''1975 Amendments''). In general, the
Commission believes that the subject rules discriminate in favor of the
National Securities Clearing Corporation ("NSCC'") and thereby hinder
the development of the national clearing system mandated by the 1975
Amendments, Specifically, Section 11A(c)(5) of the Act stipulates that
no ''registered securities association may limit or condition the partici-
pation of any member in any registered clearing agency''. Section 15A(b)(6)
of the Act requires that the rules of a national securities association
be designed ''to foster cooperation and coordination with persons engaged

in regulating, clearing, settling...and facilitating transactions in securities. .

and Section 15A(b)(9) of the Act prohibits the rules of a national securities
association from imposing any burden on competition not necessary or
appropriate in furtherance of the purposes of the Act. These sections



complement Section 17A(a)(2) of the Act, which directs the Commission
Uto use its authority under [the Act/ to facilitate the establishment of
a national system for the prompt and accurate clearance and settlement
of transactions in securities...' having due regard for, among other
things, the maintenance of fair competition among brokers and dealers,
clearing agencies and transfer agents. Section 31(b) of the 1975
Amendments requires that the rules of self-regulatory organizations
must conform to the requirements of the Act.

In accordance with the Commission's request, the Board of
Governors at its meeting on November 18, 1977, voted to amend certain
rules which relate to the comparison, clearance and settlement of
securities transactions included in the By-Laws, Code of Arbitration
Procedure and the Uniform Practice Code of the Association. All
proposals considered by the Board must be submitted to and approved
by the Commission prior to becoming effective but only the proposed
amendments to Article XVII, Sections 1, 2 and 3 must, pursuant to the
provisions of Article IX of the Association's By-Laws, be voted upon
and approved by the membership. Therefore, the present mail vote
pertains solely to the proposed amendments to Article XVII, Sections 1,
2 and 3 of the By-Laws.

These proposed By-Law amendments are important and merit
your immediate attention. Please mark your ballot according to your
convictions and return it in the enclosed stamped envelope to '"The
Corporation Trust Company.' Ballots must be postmarked no later
than January 9, 1978.

The Board of Governors believes these proposed amendments are
necessary and appropriate in the public interest and recommends that
members vote their approval,

Sincerel)c,/ep

ey
. &

ordon S. Macklin
President



Explanation of Proposed Am
Sections 1, 2 and 3 of the By-Laws

Section 1 - Transactions to Be Cleared Through Facilities of
Registered Clearing Agencies

The proposed amendment to Section 1 eliminates any reference to
the NSCC and thereby makes it clear that over-the-counter transactions
in securities between members may be cleared and settled through the
facilities of any registered clearing agency. The proposed amendment
to Section 1 includes a new paragraph (d) which allows members
involved in a transaction to mutually agree to clear and settle outside
the facilities of a registered clearing agency.

unles of National Securities

This proposed amendment will rescind Section 2 which currently
requires all transactions cleared through the NSCC to be subject to
the rules of the NSCC. This section is proposed to be deleted in view
of the fact that it is directly within the purview of the NSCC and not the
Association at this time,.

Section 3 - Aggrievement Procedu

This proposed amendment will rescind Section 3 which currently
provides procedures for handling complaints related to the NSCC, This
section is proposed to be deleted in view of the fact that it is directly
within the purview of the NSCC and not the Association at this time,

Text of Proposed Amendments

The following is the full text of the proposed amendments to
rules which relate to the comparison, clearance and settlement of
securities transactions included in the By-Laws of the Association.
New language is underlined and deleted language is stricken or indicated
by the phrase "[rescinded/'" where the whole rule is being repealed:

T~

BY-LAWS
ARTICLE XVII
Clearing and Settling of Transactions of Members

Transactions to Be Cleared Through Facilities of
Registered Clearing Agencies



Sec.

Sec,

Sec.

1.

2.

3.

All over-the-counter transactions in securities between
members shall be cleared and settled through the facilities
of the -NCG -Divisieon-ef -the- Natienal -Securities -Glearing- Gorporatien
er-such-other a clearing agency registered with the Commission
pursuant to the Securities Exchange Act of 1934, which clears and
settles such over-the-counter transactions in securities unless,

(2)

(b)

(c)

the securities involved in the transaction shall not have
been qualified for clearance by the Board of Directors

of the registered clearing agency under the standards
established by the Rrules of the registered clearing agency,

one or more of the members involved in the transaction
shall not have been qualified as a Gclearing Mmember by
the Board of Directors of the registered clearing agency
pursuant to standards established by the Rrules of the
registered clearing agency, ox

the rules of the registered clearing agency provide that
the transaction shall not be cleared through the facilities

of the registered clearing agencysr, or

the members involved in the transaction otherwise mutually

agree,

Transactions Subject to Rules of
National Securities Clearing Corporation

Eescinded_/

Aggrievement Procedures

I[rescinded/
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NATIONAL ASSOCIATION OF SECURITIES DEALERS, INC.

1735 K STREET NORTHWEST + WASHINGTON D.C. 20006

December 8, 1977

TO: All NASD Members
Attention: All Operations Personnel
RE: Holiday Trade Date - Settlement Date Schedule

Securities markets and the NASDAQ System will be closed on
Monday, December 26, 1977, and Monday, January 2, 1978, in observance
of the Christmas and New Year's Holidays. 'Regular-Way' transactions
made on the business days immediately preceding these days will be sub-
ject to the schedule below.

Trade Datc-Settlement Dates For "Regular-Way' Transactions
Trade Date Settlement Date
December 19, 1977 December 27, 1977
20 28
21 29
22 30 |
23 January 3, 1978
December 26, 1977 Securities Markets Closed
27 January 4, 1978
28 5
29 6
30 9
January 2, 1978 Securities Markets Closed
3 January 10, 1978

The above settlement dates should be used by brokers, dealers
and municipal securities dealers for purposes of clearing and settling
transactions pursuant to the Association's Uniform Practice Code and Mu-
nicipal Securities Rulemaking Board Rule G-12 on uniform practice.
Questions concerning the application of these settlement dates to a parti-
cular situation should be directed to the Uniform Practice Division of the
NASD at (212) 422-8841.
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NATIONAL ASSOCIATION OF SECURITIES DEALERS, INC.

1735 K STREET NORTHWEST « WASHINGTON D.C. 20006

‘TO: All NASD Members

Attn: Corporate Finance Departments and Counsel

RE: Required Filing of Private Offerings of Direct
Participation Programs for Special Study

Rule 146 under the Securities Act of 1933 became
effective June 10, 1974. Since that time there has been con-
siderably increased use of the Rule and the existing provisions
of Section 4(2) of that Act by issuers of securities and members
of the Association to obtain company financing. These offerings
which on the whole are sold to limited numbers of sophisticated
investors are exempt from registration under the Securities Act
and generally enjoy a more expeditious organization and offering
procedure at substantial savings of time and money. A number
of recent direct participation programs offered on a private
basis have resulted in inquiries to the Association concerning
potentially questionable forms of conduct. The lack of avail-
able data regarding member participation in these programs

has handicapped the Association in responding to these
inguiries.

The Association has, for a number of years, main-
tained a special Committee on Direct Participation Programs
which is responsible for the promulgation of rules and general
oversight of activity in this highly technical segment of the
securities industry. That Committee has recommended an
investigative study program, which has been approved by the
Board of Governors, designed to monitor members' past operations
in this area. The Committee is reluctant to conclude that a
regulatory program is necessary until it thoroughly investi-
gates and studies the matter. The Board of Governors agrees
with the Committee and believes this investigative program is
neécessary to determine whether problems do in fact exist and
what, if any, action is appropriate.



Therefore, the Board, pursuant to the provisions
of Article IV, Section 5 of the Rules of Fair Practice, hereby
directs all members and persons associated therewith to file
with the Association one copy of the final private placement
memorandum, underwriting agreement, and any other selling
material used in connection with the offering or sale of any
privately offered direct participation program in which the
member, or person associated therewith, participated or
acted in a management or advisory capacity in the past year.
The required materials on all offerings made during the
period of December 1, 1976 through November 30, 1977 must

ha F31aA43
Mo el AT L

This filing requirement applies to private offerings

of direct participation programs only. The terms, "direct
participation program" and “private placement," are defined as
follows:

DIRECT PARTICIPATION PROGRAM - a program which
provides for flow-through tax consequences
regardless of the structure of the legal entity
or vehicle for distribution including, but not
limited to, o0il and gas programs, real estate
programs, agricultural programs, cattle programs,
condominium securities, Subchapter S corporate
offerings and all other programs of a similar
nature, regardless of the industry represented
by the program, or any combination thereof.
Excluded from this definition are real estate
investment trusts, tax qualified pension and
profit sharing plans pursuant to Sections 401

and 403(a) of the Internal Revenue Code and
individual retirement plans under Section 408

of that Code, tax sheltered annuities pursuant
to the provisions of Section 403(b) of the
Internal Revenue Code, and any company, including
separate accounts, registered pursuant to the
Investment Company Act of 1940.

PRIVATE PLACEMENT - an offering that is exempt
from registration under the Securities Act of

1933 pursuant to Section 4(2) or Rule 146 there-
under.

All materials are to be directed to the Director,
Corporate Financing Department, National Association of
Securities Dealers, Inc., 1735 K Street, N.W., Washington,
D.C. 20006. Materials are to be filed with the Association
by January 15, 1978.
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At the close of the study the Committee on Direct
Participation Programs will issue a report of the findings
of its undertaking to the Association's Board of Governors
and any recommendations it may have as a result thereof.

Inquiries regarding this notice should be directed

to George E. Warner or Harry E. Tutwiler of the Association's
Corporate Financing Department at (202)833-7240.

Sincerely, .
P e ,//% ,
Gofdon s. Macklin

roaidant

/a. LOo LTl
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NATIONAL ASSOCIATION OF SECURITIES DEALERS, INC.

1735 K STREET NORTHWEST + WASHINGTON D.C. 20006

December 21, 1977

MEMORANDUM
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All NASD Members
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7f-1; Lost and Stolen Securities Program

nla
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Notice to Members No. 77-26, dated August 24, 1977, outlined
the details of the Securities and Exchange Commission's (SEC) Lost and
Stolen Securities Program (Program) under SEC Rule 17f-1. The first
two phases of this Program are now in effect. That is, the various cate-
gories of reporting institutions have now registered as such and since
October 3, 1977, they have been filing reports of lost, stolen, missing or
counterfeit securities. The third phase, which will require inquiry of the
system whenever securities are received, will become effective on Janu-
ary 2, 1978. The purpose of this notice is to remind members of their
responsibilities under the Program and to highlight some of the important
details in connection with the manner in which reports and inquiries must
be made.

Backg round

The Commission's Lost and Stolen Securities Program requires
certain financial institutions including, among others, brokers, dealers
and municipal securities dealers, to register as a reporting institution and
to file reports and inquiries with respect to missing, lost, stolen and
counterfeit securities with one of two ''appropriate instrumentalities.' In
the case of U. S. Government and Agency securities, any Federal Reserve
Bank is an appropriate instrumentality. For all other securities, the SEC
is the appropriate instrumentality. The SEC has designated the Securities
Information Center, Inc. (SIC), P. O. Box 421, Wellesley Hills, Massa-
chusetts 02181, to operate the Lost and Stolen Securities Program on its
behalf and to receive reports and inquiries from reporting institutions.

At the present time, there are no exemptions to the registration require-
ments under Rule 17f-1 and all member firms, regardless of their type of

~

7
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business activity or method of operation, are required to register with
SIC. Any firm which has not as yet submitted a registration form should
do so immediately. Members may obtain additional copies of the regis~
tration form as well as SEC Form X-17F-1A, discussed below, by con-
tacting Therese Haberle, Division of Market Regulation, SEC, Washington,
D. C. 20549,

Reporting Requirements

Since October 3, 1977, all reporting institutions have been
required to submit written reports of lost, stolen, missing or counterfeit
securities on SEC Form X-17F-1A to the appropriate instrumentality.
Copies of all reports must also be sent to a registered transfer agent for
the issue. Where there is a substantial belief that criminal activity is
involved, an additional report must be made to the appropriate law enforce-
ment agency. Form X-17F-1A may be reproduced in quantity so long as
the graphics and format are not altered and 8 1/2" x 11" paper is used.

The Commission's Program requires the filing of reports of losses within
specified time periods as more fully discussed under Rule 17f-1(b). Mem-
bers are advised to thoroughly review and become familiar with this par-
ticular section of the rule.

Reporting institutions can make immediate ""preliminary' re-
p g P Yy

£ 1ot ~la 1
f lost, stolen, missing or counterfeit securities to SIC's Lost,

Stolen, Missing and Counterfeit Information System (the '""System'') by
telephone or telex [telephone number (617) 235-4570, telex number
922530]. A preliminary report must include the reporting institution's
FINS number®*, an indication of the type of report being made (i.e., loss,
recovery, update, etc.), the CUSIP number of the issue, certificate num-
bers and whether criminal activity is suspected. A preliminary report
made by telephone or telex mustbe followed up by a written report on
Form X-17F-1A within seven business days; otherwise, the information
previously submitted will be eliminated from the System's computer data
base. SIC will send weekly report confirmations to each reporting insti-
tution which has submitted a report to the system.

It should be noted that the provisions of Rule 17f-1 and the func-
tioning of the SIC system have direct application only to certain financial
organizations designated by the SEC as reporting institutions. Financial
institutions such as foreign banks and-insurance companies are non-report-
ing institutions for purposes of the Commission's Program and are not
subject to the reporting and inquiry requirements thereof. In addition,
customers and public investors which use the facilities of brokers, dealers
and municipal securities dealers, among others, are not subject to the

* Any member which does not know its FINS number should contact its
nearest NASD District Office for assistance.
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requirements of Rule 17f-1, Recently, questions have been raised con-
cerning whether public investors which experience missing or lost securi-
ties may, themselves, directly file reports with SIC having obtained a
Form X-17F-1A from a reporting institution. Please note that the System
will not accept for processing a written report that is submitted by a
party other than a registered reporting institution and signed by an
authorized person whose signature is on file with SIC,

Members should at all times be aware that a ""recovery' of a
loss may only be reported by the institution which initially reported the
loss. Therefore, should any reporting institution elect to make a volun-
tary report on behalf of a non-reporting entity -- for example, a customer
of a broker-dealer -- a subsequent recovery by such customer would have
to be promptly reported into the system by the broker-dealer which re-
ported the loss. A customer's failure to notify the reporting broker-dealer
of such a recovery, may hinder his ability to sell those securities at some
later date.

Inquiry Requirements

All members are reminded that the third phase of the Commis-
ion's Lost and Stolen Securities Program will become effective on January

S

2, 1978. At that time, all reporting institutions will be required to make
an inquiry of the system whenever securities come into their possession
unless they are received from (1) the issuer on original issue, (2) another
reporting institution, or (3) a customer and are registered in the name of

such customer or its nominee.

At the time of registration, each reporting institution was required
to elect whether it would be a Direct or Indirect Inquirer for purposes of
making inquiries into the system. Please note, however, that while a re-
porting institution has this option for purposes of making inquiries, every
reporting institution is required to file its own reports of losses directly
with the appropriate instrumentalities.

Direct inquirers have direct access to the System and are as-
signed a code number to faciliate such access, The code number is a
nine digit number comprised of the firm's FINS number and a three digit
SIC assigned suffix, An Indirect Inquirer has access to the System only
through a Direct Inquirer with which it has entered into an agreement to
provide this service. Only Direct Inquirers can inquire of the System
and will receive monthly confirmations of their inquiries. The three digit
suffix of the Access Code assigned by SIC will be changed periodically.
A reporting institution will be advised by SIC of its new code number at
the time an inquiry is made. Thereafter, the attempted use of an impro-
per or outdated Access Code will prevent access to the system.
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As with preliminary reports, inquiries may be facilitated by
telephone or telex using the same numbers mentioned earlier. In order
to make an inquiry whether by telephone, telex or mail, the reporting
institution must supply, in the following sequence, its FINS number and
Access Code, the CUSIP number of the issue and the certificate numbers.
Telephone and telex inquiries will be promptly given a validation number
by the SIC telephone operator (to be used as proof of inquiry) and immedi-
ately notified if the securities in question are listed as having been re-
ported as lost, missing, stolen or counterfeit (a match). If there is a
matching report, the inquirer will be given instructions for contacting the
reporting institution which reported the loss and notified if criminal acti-
vity was suspected at the time of the initial report. Neither Rule 17f-1
nor the SIC System mandate any procedures or additional requirements to
be followed where an inquiry reveals that the security in question has been
reported as stolen or counterfeit. Financial institutions in such cases are
to follow their current business practices and existing internal operating

procedures.

Persons making an inquiry by telex or mail will be notified
promptly by telephone if a match occurs. Otherwise, if an inquiry does
not result in a match, SIC will send a report monthly confirming all
inquiries with corresponding validation numbers and the time and date
every inquiry was received.

Pilot Program

The Lost and Stolen Securities Program is being operated on a
pilot basis by the SEC for the period from October 3, 1977, to December
31, 1978, During the pilot period, certain exemptions to the reporting and
inquiry requirements of the Program will be in effect. These exceptions
are:

1. Corporate and municipal securities not assigned
CUSIP numbers will be exempt from required
reporting and inquiry. A certificate will not be
exempt merely because it does not have a CUSIP
number on it. In order to be exempt, the issue of
which the certificate is a part must not have been
assigned a CUSIP number;

2. Transactions involving securities of $10, 000 or
less face value for bonds or $10, 000 or less mar-
ket value for stocks will be exempt from inquiry
only. (All losses, including those of less than
$10, 000, must be reported). Further, however,
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if a single transaction involving different stocks
and/or bonds in the aggregate is in excess of

$10, 000, inquiry would be required even though
the individual securities are valued at less than
$10,000. This would occur, for example, in situ-
ations where a broker-dealer accepts as collateral
a number of different securities for purposes of a
secured demand note and in the case of a bank
which may execute a loan agreement where a
number of different securities are used as col-
lateral for such loan; and,

3. Registered transfer agents are exempt from
inquiry during the pilot program.

Recordkeeping Requirements and Written Supervisory Procedures

Under SEC Rule 17f-1(f), all reporting institutions including
brokers, dealers and municipal securities dealers are required to main-
tain and preserve in an easily accessible place for three years, copies
of all reports filed on Form X-17F-1A and copies of all confirmations
with respect to reports and inquiries and all other information received
from the appropriate instrumentalities. SEC recordkeeping Rules 17a-3
(2)(14) and 17a-4(e)(4) have been adopted to incorporate these new require-

ments and became effective on October 3, 1977.

Article III, Section 27 of the Rules of Fair Practice of the
Association requires members to establish and maintain written super-
visory procedures. It is suggested that members review their existing
procedures and amend them as necessary so as to effectively establish
a system for making proper reports and inquiries in accordance with the
requirements of the Lost and Stolen Securities Program. Members should
ensure themselves that such a system is adequately controlled and super-
vised and that their procedures protect the integrity of the program.

For those members which have registered as Direct Inquirers,
it is suggested that such procedures encompass the following areas: writ-
ten designation of the person(s) to be authorized signatories for the sub-
fnission of required reports; the manner in which required reports and
inquiries will be entered into the System as well as the names of the indi-
viduals responsible for their submission; the manner in which copies of
all Forms X-17F-1A and confirmations of both reports and inquiries as
well as other information will be maintained; and, if applicable, the names
and the authorized personnel of other reporting institutions on whose behalf
the member is acting as a Direct Inquirer and the details of how such re-
ports, inquiries and confirmations are to be processed.



Each member which is an Indirect Inquirer should maintain a
copy of the agreement with its Direct Inquirer. At a minimum, it should
detail the procedures to be followed in making reports and inquiries and
for maintaining a record of all correspondence in regard thereto. It is
suggested that this written agreement also detail the procedures for veri-
fying those inquiries and the terms and conditions under which, if appli-
cable, the Indirect Inquirer will compensate the Direct Inquirer for this
service. A copy of all agreements between Direct and Indirect Inquirers
should be appended to their respective procedures.

The efficacy and success of the Commission's Program will
depend in large part on the promptness with which member firms make
accurate reports and inquiries. It will also depend on the adequacy of
their internal procedures developed to protect the confidentiality of each
firm's Access Code and the signatures of personnel authorized to make
reports and inquiries. Each member's supervisory procedures should
ensure that appropriate operational safeguards are maintained and that
all personnel responsible for handling negotiable securities are familiar
with these procedures and the requirements of SEC Rule 17f-1.

Should you have any questions concerning this notice, please
contact either Jack Rosenfield, (202) 833-4828, or Jerome W. Stranahan,
(202) 833-7356, Department of Regulatory Policy and Procedures at the
Association's Executive Office, 1735 K Street, N. W., Washington, D. C.

Sincerely,

7

don S. Macklin
resident
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NATIONAL ASSOCIATION OF SECURITIES DEALERS, INC.

1735 K STREET NORTHWEST + WASHINGTON T.C. 20006
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REGULATORY
POLICY AND
PROCEDURES

TO: All NASD Members

el
1

Brokers' Trading, Inc.
932 Baker Bldg.
Minneapolis, Minnesota 55402

ATTN: Operations Officer, Cashier, Fail-Control Department

On

‘3
'

riday, December 16, 1977, a temporary receiver was

b4

appointed for the above-captioned firm. Members may use the "imme-
R PREUS IS PN

diate close-out" procedure as provided in Section 59(i) of the NASD's

Uniform Practice Code to close-out open OTC contracts.

Accordingly, questions regarding the firm should be directed
to:

Temporary Receiver

Timothy M., Heaney, Esquire

Fredrikson, Bryon, Colborn,
Bisbee & Hansen

4744 1DS Center

Minneapolis, MN 55402

Telephone (612) 339-8331

s sk sk sk sk
b xR
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NATIONAL ASSOCIATION OF SECURITIES DEALERS, INC.

1735 K STREET NORTHWEST +« WASHINGTON D.C. 20006

December 23, 1977
IMPORTANT

Please Direct This Notice

To All

Financial and Operational Officers and Partners

TO: Selected NASD Members

RE: Annual Report of Income and Expense (Part IIA
of Form X-17A-5) and Schedules I, II and III

The Securities and Exchange Commission recently announced
the adoption of a series of amendments to its financial and operational re-
porting system, collectively described as the FOCUS Reporting Program.
These amendments, combined with amendments adopted in April, 1977,
finalize the current changes to the FOCUS Reporting Program, The pur-
pose of these amendments is to clarify and expand certain aspects of the
current reporting system,

A by-product of these amendments is the elimination of Form
X-17A-10 (Annual Income and Expense Summary) and Form X-17A-20
[Special Report-Annual Income (Loss) and Expense Report], In their
place, three annual schedules have been adopted and these schedules are
designated I, II and III. Schedule I is a series of general questions regard-
ing the type and scope of business which a broker-dealer conducts and is
required to be filed by all members. Schedule II is an annual consolidation
and diversification schedule and is similarly required to be filed by all
members. Schedule III requests detailed information in several areas and
is only required to be filed by firms who are required to file regular quart-
erly FOCUS Reports and who have annual gross revenues related to the se-
curities business of at least $10 million for the calendar year.

Members, like yourselves, who are exempt from filing regular
quarterly FOCUS reports, are required to submit to the Association an



Page Two

abbreviated FOCUS Report which is derived from Part IIA of Form
X-17A-5, This abbreviated report which includes a facing page, a
statement of income (loss) for the calendar year, and a balance sheet,
is required to be filed along with Schedules I and II, within 17 business
days of the close of the calendar year.

You will find Schedules I and II, as well as the abbreviated
Part IIA, with Supplemental instructions attached. The report and
schedules are required to be filed with the Association by January 25,
1978.

Should you have any questions concerning these filings,
please direct them to Steven Duff, Automated Reports, Surveillance

/ .
/‘gﬁa’on S. Macklin

resident

Attachment
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NATIONAL ASSOCIATION OF SECURITIES DEALERS, INC.

1735 K STREET NORTHWEST - WASHINGTON D.C. 20006

December 23, 1977

IMPORTANT

PLEASE DIRECT THIS NOTICE
TO ALL
FINANCIAL AND OPERATIONAL OFFICERS AND PARTNERS

TO: Selected NASD Members

RE: FOCUS Report and Supplemental Annual Schedules

On December 9, 1977, the Securities and Exchange Commis-

sion announced the adoption of several new amendments to its financial

and operational report, Form X-17A-5 (Securities Exchange Act Release

No. 14242). These amendments, along with the amendments announced
in Securities Exchange Act Release No. 13462, dated April 22, 1‘977,
complete a series of recent changes to the overall FOCUS Reporting
System. According to the Commission, the purpose of these amend-
ments is to revise and clarify certain aspects of the existing system.

In part, the amendments incorporate information previously
filed by members on Form X-17A-10 (Annual Income and Expense Sum-
mary) and Form X-17A-20 (Special Report - Statement of Income (Loss)
and Expense) into the FOCUS Reporting System. With the adoption of
these amendments, both Forms X-17A-10 and X-17A-20 are now elimi-
nated. In their place, three annual schedules have been added to Form
X-17A-5 and they are identified as Schedules I, II and III.

Schedule I, which must be completed by every registered broker-
dealer, contains certain questions regarding the nature and scope of a
firm's business activities. Schedule II, which is also required to be
filed by every registered broker-dealer, is a consolidation and diversifi-
cation schedule of annual income and expense information.



Schedule III elicits detailed revenue information in several
areas and is required to be filed by only those brokers and dealers which
have annual gross revenue related to the securities business of $10 mil-
lion or more for the calendar year. In view of its limited application,
Schedule III is being sent only to those members which are likely to be
subject to this reporting requirement. If any firm which received
Schedule III has annual gross revenue related to the securities business
of less than $10 million, it need not complete the schedule. However,
any firm subject to this requirement which did not receive a copy of
this form should contact the Association.

Members will find Schedules I and II and IIL, if applicable,
along with instructions covering Part II or ITA of Form X-17A-5, in-
cluded in the enclosed package of material. Schedules I and II are
required to be filed along with the fourth quarter Part II or ITA within

bCVCLLLCCLL \.L l[ buDLLLCDD dayb afLC.l. Lhc Clld Uf th balCLLdGL yCG«L. That
is, the fourth quarter Part II or IIA and Schedules I and II must be
received by the Association on or before January 25, 1978. Schedule III
may be filed with the quarterly report or separately in which case it
must be received by the Association within sixty (60) calendar days after
the end of the year, i.e., March 1, 1978.

All questions regarding the filing of the report as well as re-

quests for additional copies of forms to be filed should be directed to

St N Ff Arvtarmated R
Steven Duff, Automated Reports Section, Survceillance Department, a

(202) 833-7823,

o

Sincerely,

rdon S. Macklin
resident

Attachments



NASD

NATIONAL ASSOCIATION OF SECURITIES DEALERS, INC.

1735 K STREET NORTHWEST +« WASHINGTON D.C. 20006

SUPPLEMENTAL INSTRUCTIONS
TO
FOCUS REPORT PART IIA

FOR DECEMBER 31, 1977

Pursuant to Rule 17a-5 under the Securities Exchange Act of
1934, every broker or dealer who does not clear transactions or carry
customer accounts is required to file an unaudited Part IIA of Form
X-17A -5 (FOCUS Report) within 17 business days after the end of the
calendar quarter. Also for the fourth calendar quarter, every broker or
dealer must file Schedules I and II of Form X-17A-5 within 17 business
days, and for those members with gross revenues related to the securi-
ties business in excess of 10 million dollars, Schedule III within 60 calen-
dar days of the calendar year end.

Enclosed is one original and one working copy of the FOCUS
Report Part IIA, Schedules I and II, and, for selected firms, Schedule III.
You will find Schedules I and II with instructions attached to the FOCUS
Report. The working copy is to be retained by you for your files. The
original copy of the Report and Schedules I and II must be submitted on or
before January 25, 1978 to:

National Association of Securities Dealers, Inc.
Automated Reports Section

1735 K Street, N. W,

Washington, D, C, 20006

Schedule III, if applicable, must be submitted to the above address
on or before March 1, 1978.

If your firm is unable to meet the filing deadline due to excep-
tional circumstances, you may request an extension by writing the Washing-
ton, D.C. Office of the Securities and Exchange Commission before the
filing deadline. A copy of any such request must be sent to the NASD
Executive Office at the above address.



Items of General Information

(1) Schedules I and II of Form X-17A-5 are required to be filed
by all members. Please be certain that these schedules are attached to the
FOCUS Report when filed. This will expedite the processing of the reports
and insure that you are credited with a complete filing,

(2) Schedule III was supplied to selected members based on in-
come reported on the previous three quarterly reports filed in 1977. It
may be filed separately from the FOCUS Report, but not later than 60 cal-
endar days from the calendar year end.

ected to flle th
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xp e quarterly unaudited ort and Schedules I and
II by January 25, 1978. The annual audlted statement is to be flled separately
no later than March 1, 1978,

(4) The Statement of lncome and the Statement of Changes in
Ownership Equity (pages 5 and 6, respectively) continue to be noncumulative
quarterly statements, Therefore, all members, including those with an
audit date of December 31, 1977, must report only figures which are appli-
cable to the calendar quarter October 1 to December 31, 1977.

(5) Complete all sections. If a given section is not applicable to

_ I I . T/
1, please insert '""N/A."

(6) Omit pennies - round all amounts to the next highest dollar,
(7) Unless specifically instructed, do not ''net'' any item.,

(8) The form is to be signed manually on the cover page of the
Report by certain principal officers, managing partners or sole proprietors.
These individuals are responsible for the accuracy of the contents and time-
liness of filing.

Should you have any questions concerning the filing of this Report,

please direct them to Steven Duff, Automated Reports Section, Surveillance
Department at (202) 833-7823.

Enclosures



NOTICE TO MEMBERS: 77-50
Notices to Members should be
retained for future reference.

NASD

NATIONAL ASSOCIATION OF SECURITIES DEALERS, INC.

1735 K STREET NORTHWEST +« WASHINGTON D.C. 20006

December 27, 1977

MEMORANDUM

TO: All NASD Members
RE: Municipal Securities Rulemaking Board

Uniform Practice Rules

On September 8, 1977, the Securities and Exchange Commission
(SEC) approved Municipal Securities Rulemaking Board (MSRB) Rule G-12,
"Uniform Practice.'" On September 12, 1977, the MSRB sent a notice of

approval to all municipal securities brokers and municipal securities
dealers which contained the text of Rule G-12. The rule is also reprinted
[= g =gy e A A A ™t

in full at paragraph 3556, page 3541, of the MSRB's Manual.

The provisions of Rule G-12 became effective on December 7,
1977. The purpose of this notice is to highlight certain provisions of the
rule which may be of importance to NASD members which effect trans-
actions in municipal securities. It is suggested that those personnel re-
sponsible for back office operations become familiar with all of the require-
ments of MSRB Rule G-12 and the procedures to be followed in clearing and
settling dealer to dealer transactions in municipal securities. For your
assistance, attached to this notice as Appendix I is the text of the rule as
it appeared in the Federal Register on September 15, 1977,

General

Rule G-12 will establish uniform industry practices for the pro-
cessing, clearance and settlement of transactions in municipal securities
between municipal securities brokers and dealers and does not apply to
transactions with customers. The provisions of the rule cover such areas
as the establishment of uniform settlement dates; dealer to dealer confir-
mations; procedures for resolving unrecognized transactions; procedures
for rejections and reclamations; close-out procedures; and, the time per-
iods within which good faith deposits must be returned and syndicate



accounts are to be settled. Except for the provisions relating to dealer
confirmations, the return of good faith deposits, the settlement of syn-
dicate accounts and the distribution of credits on designated orders, the
requirements of Rule G-12 may, by mutual agreement, be altered or
amended by the parties to a transaction.

The provisions of Rule G-12 will require municipal brokers and
dealers to include CUSIP numbers, if assigned, on inter-dealer confirma-
tions and delivery tickets. However, this requirement will not become
effective until January 1, 1979, in order to minimize the impact this re-
quirement may have on those firms which process transactions on a manual
basis. In this regard, it may be appropriate for those firms which do not
presently use the CUSIP system to review their operations and to begin
considering those changes which may be necessary as a result of the pend-
ing requirement to use CUSIP numbers. The MSRB has indicated it may
make available to such firms a service whereby specific CUSIP numbers
could be obtained by directly contacting the Board. When the MSRB's
plans are finalized in this regard, you will be notified promptly.

The requirements of Rule G-12 will not apply to transactions
that are cleared through the facilities and pursuant to the rules of a regis-
tered clearing agency to the extent such agency's rules apply to transactions

in municipal securities. Similarly, the rule recognizes book entry delivery
either through a registered clearing agency or as otherwise agreed to by
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the parties, and the delivery of securities in registercd form as acce
means of delivery of municipal securities provided the parties agree to such
delivery.

The provisions of Rule G-12 do not mandate the use of uniform
forms or notices such as are required under the NASD's Uniform Practice
Code. However, the MSRB is encouraging all municipal securities firms
to adopt the use of uniform forms on a voluntary basis. In this regard,
sample copies of the uniform (comparison) confirmation, delivery, recla-
mation and nonrecognition (DK) forms presently used by Association mem-
bers are enclosed with this notice as Appendix II. It should be noted that
the Association's DK Form and the procedures for its use, as detailed on
the form, pertain only to the NASD's Uniform Practice Code and not MSRB
Rule G-12. Also attached as Appendix IIl are schedules prepared by the
MSRB staff of the time periods within which each party to a transaction
must take action under certain procedures provided for in Rule G-12. Al-
though not intended to be an all-inclusive ''timetable, " they highlight some
of the important time constraints and requirements of the MSRB's uniform
practice rule.

In a notice to municipal securities brokers and dealers, dated
November 28, 1977, the MSRB explained that the provisions of Rule G-12



will be applicable, to the extent practicable, to trades that have occurred
prior to, but have not been completed by, the effective date of the rule.

For example, deliveries of securities made after December 7, 1977, will
be subject to the delivery provisions of Rule G-12(e). Similarly, rejections
and reclamations may be made if they can be accomplished within the time
periods prescribed in the rule.

In addition, the MSRB's notice also explained that the ""descrip-
tion'' and "'pricing'' provisions of Rule G-12, paragraphs (c)(v)(E) and
(c)(v)(I), respectively, do not refer to ''catastrophe'' call features, such
as those relating to acts of God or eminent domain, which are beyond the
control of the issuer of the securities.

DISCUSSION OF SPECIFIC RULE PROVISIONS

Paragraph (b) of the rule defines the terms '"'settlement date"
and '"business day' and explains how ''settlement dates'' are to be estab-
lished for '"'cash, ' ''regular way'' and '"'when, as and if issued' transactions,
For purposes of determining settlement dates, MSRB Rule G-12 incorporates
the Association's schedule of days on which securities transactions may
be settled., Questions concerning whether a particular day is designated as
a '""business day'" by the Association and, therefore, a day on which trans-
actions in municipal securities may be settled in accordance with MSRRB
Rule G-12, should be directed to the Association's Uniform Practice Depart-
ment., The Association will provide all bank dealers and non-member mu-
nicipal securities firms the Association's schedule of days on which trans-
actions may be settled.

Unrecognized Transactions

The provisions of paragraph (d) of the rule require each party to
a transaction to compare and verify every confirmation received to ascertain
whether any discrepancies exist. Any party, upon discovery of such, must
notify the contra party and each shall then attempt to quickly resolve the
discrepancy [subparagraph (d)(i)]. The paragraph further details the pro-
cedures which shall be followed wherein a transaction is not recognized
after a confirmation has been sent or received. For example, if a trans-
action is not recognized, the party receiving the confirmation shall attempt
to determine whether the trade did occur. If a determination is made that
a trade did occur, the confirming party should immediately be notified by
telephone with written follow-up sent the next business day. If the trade
cannot be confirmed, the contra party should immediately notify the con-
firming party by telephone of its non-recognition of the transaction and
send written notice of such the next business day [ subparagraph (d)(ii)].
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If a party that sends a confirmation has not received a confirma -
tion or notice of non-recognition by the fourth business day, that party shall,
after verifying the trade, notify the non-confirming party by telephone and
send written notice by the next business day indicating failure to confirm.

If the contra party determines that a trade did not occur, it is required to
send a written notice to the confirming party indicating non-recognition of
the transaction [subparagraph (d)(iii)].

If material discrepancies or differences have not been resolved
by the day after notice of non-recognition is received or notice of failure
to confirm is given, whichever occurs first, the transaction may be can-
celled by the confirming party or by either party if there is disagreement
concerning the terms of the transaction [subparagraph (d)(v)].

Rejections and Reclamations

The procedures whereby securities being delivered may be refused
or securities previously delivered may be returned and the time frames
within which such actions must be taken are outlined in paragraph (g) of the
rule. A 'rejection'' is defined as a refusal to accept securities which have
been presented for delivery. A "reclamation' means return by the receiv-
ing party of securities previously accepted for delivery or a demand by
the delivering

the delivering party for the return of securities which have been delivered
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[subparagraph (g)(i)].

Failure to make good delivery shall be the basis for rejection by
the contra party. A reclamation may be made by either party if, after
delivery, information is discovered which, if known at the time of delivery,
would have caused that delivery not to constitute good delivery, provided
that reclamation is made within the specified time limits. Reclamation
shall be made within the following time periods: within one business day
where failure to make a good delivery results from a missing coupon or
interest check, a mutilated certificate or coupon, or a missing legal opin-
ion or other required legal document; within 18 months following delivery
for situations involving, but not limited to, delivery of the wrong issue,
duplicate delivery, delivery to the wrong party or location, over delivery,
or refusal by the transfer agent to transfer or deregister due to lack of
required documentation; and, there are no time limitations in situations
where the security delivered is reported missing, stolen, fraudulent or
counterfeit or where notice of call was published prior to trade date which
was not specified at the time of the trade [subparagraph (g)(iii].

Reclamation or rejection shall be accomplished by the sending
of a written notice which contains sufficient information to identify the
delivery to which the notice relates and including a copy of the original
delivery ticket or other proof of delivery. The information which must be
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provided either on the delivery ticket or in the written notice is detailed in
subparagraph (g)(iv). When a rejection or reclamation has been properly
made, the securities rejected or reclaimed shall be accepted or delivered
as required by the notice and the exchange of correct monies or securities
shall be made [subparagraph (g)(v)]. Neither rejection nor reclamation
shall constitute a cancellation of the transaction.

It should be noted that the time frames within which reclamation
must be made under the various circumstances outlined in the rule differ
from those contained in the Association's Uniform Practice Code. Addi-
tionally, Rule G-12 does not require use of a Uniform Reclamation Form
as does the Association's Code.

Closing Out Open Transactions

Paragraph (h) of the rules provides that transactions which have
been confirmed or otherwise agreed upon by both parties but which have
not been completed may be closed out in accordance with the provisions of
Rule G-12 or as otherwise mutually agreed by the parties.

Where the seller has not completed a transaction according to
its terms and the requirements of Rule G-12, the purchaser may initiate
the following close-out procedures. Not earlier than five busi
after settlement date, the purchaser must telephone the seller (to be
followed by written notification) of his intention to close out the transaction;
included with the written notice should be a copy of the seller's confirmation,
If the seller, as required by rule, responds within one business day and
provides an adequate explanation (see below) for his failing to deliver, the
purchaser must wait fifteen business days before proceeding with the close -
out. If the seller does not respond or if the response does not provide an
adequate explanation, the purchaser may close out the transaction not ear-
lier than the fifth business day after having telephoned the seller of his
intention to close out the trade.

nese davs
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An adequate explanation would include situations where there is
an offsetting fail-to-receive in the same security; the certificates, coupons
or other necessary documents are in transit, have been sent to transfer,
deregistration or validation; or, the security has been lost or mutilated
and replacements have been requested.

If the seller is failing to receive the securities from another
party, the close-out notice may be retransmitted to that party if such is
delivered at least one business day before the date for close-out,

To effect the close-out, the purchaser may either purchase all
or any part of the securities necessary to complete the transaction at the



current market for the account and liability of the seller; cancel all or
part of the transaction; accept delivery, in satisfaction of the original
contract, of securities which are comparable to those originally bought
in quantity, quality, yield or price, and maturity with any additional cost
borne by the seller; or, require the seller to repurchase the securities
on terms which provide that the seller pay the accrued interest and bear
the burden of any difference in market price or yield [ subparagraph (h)

(i)].

Conversely, where the seller has made a good delivery which
was rejected by the purchaser, the seller may close out the transaction
in the following manner. Not later than the close of business on the day
of rejection, the seller shall telephone the purchaser of his intention to
close out the transaction, Immediately thereafter the seller must send
written confirmation of his intention to close-out including therewith writ-
ten evidence of the trade which may be the purchaser's confirmation.
The written notice should state that unless completed by a specified date
and time, which may not be earlier than the close of the next business
day, the transaction may be closed out. If not then completed by the
time and date specified, the seller may sell out the transaction at the
current market for the account and liability of the purchaser [subpara-
graph (h)(ii)].

At the time notice of close-out is received by the purchaser, it
would be the purchaser's responsibility to request redelivery by the seller
if close-out is to be avoided. The provisions of the rule require the seller
to give notice of his intention to close out the trade not later than the close
of business on the date of rejection of delivery. In this regard, each firm
is responsible for establishing delivery procedures which will enable it,
as a seller, to be made aware on a timely basis of any rejection so it may
give notice of close-out, if required, by the close of business on the day

of such rejection.

The executing party shall immediately notify (by means providing
same-day receipt capabilities) the party for whose account and liability a
transaction was closed-out of the means utilized to execute the close-out
and include with such notice a copy of the confirmation, if any. A close-
out procedure, initiated by a purchaser, must be completed not later
than the thirtieth business day following settlement date and if not com-
pleted within that time, the notice will expire. However, this time period
(30 business days) shall be extended by one business day for each retrans-
mittal after the initial retransmittal. Except for such extensions of time,
no close-out procedure may be initiated pursuant to the provisions of Rule
G-12 later than 30 business days following the settlement date of the ori-
ginal transaction [ subparagraphs (h)(ii){(E) and (h)(iii)].



Questions Concerning MSRB Rule G-12

The Association is working closely with the MSRB and its staff
to assure the appropriate implementation of MSRB Rule G-12. The MSRB
is responsible for interpreting the rule and questions of interpretation
may be directed to Donald F. Donahue, Assistant Executive Director, or
Dennis C. Hensley, Assistant General Counsel, Municipal Securities
Rulemaking Board, 1150 Connecticut Avenue, N. W., Washington, D. C,
20036, (202) 223-9347. Questions relating to MSRB Rule G-12 may also
be directed to James R. Yore at the Association's Uniform Practice
Department, 17 Battery Place, Room 1234, New York, New York 10004,

(212) 422 -8841, who will, in appropriate cases, refer such questions to
the MSRB.

If further information is needed or should you have any ques-
tions with respect to this notice, please contact Jack Rosenfield, (202)
833-4828, or Jerome Stranahan, (202) 833-7356, Department of Regula-
tory Policy and Procedures, at the Association's Executive Office, 1735
K St., N. W., Washington, D. C. 20006.

Sincerely,

// / )or 27
ey 224
ordon S. Macklin

President
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MUNICIPAL SECURITIES RULEMAKING
BOARD

Order Approving Proposed Rule Change

SEPTEMBER 8, 1977.
On December 20, 1976, the Municipal
Securities Rulemaking Board, Suite 507,
1150 Connecticut Avenue NW., Washing-
ton, D.C. 20036, (the “MSRB”) filed with
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19(b) of the Securities Exchange Act of
1934 (the “Act”), and Rule 19b-4 there-
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under, copies of a proposed rule change.
On June 17, 1977, the MSRB filed with
the Commission an amended proposed
rule change which made substantial
¢hanges in the rule proposal. In addition
the MSRB filed technical amendments
to the proposed rule change on June 29,
1977, and August 26, 1977. The proposed
rule change, as amended, would codify
uniform industry practices for the proc-
essing, clearance, and settlement of
inter-dealer transactions in municipal
securities and related matters.

Notice of the proposed rule change, as
amended, together with the terms of
substance of the proposed rule change
was given by publication of Commission
releases (Securities Exchange Act Re-
lease Nos. 13671 (June 24, 1977) and
13116 (December 28, 1976)) and by pub-
lication in the FEDERAL REGISTER (42 FR
34436 (July 5, 1977) and 42 FR 1086
(January 5, 1977)). The Commission re-
ceived a number of comment letters on
the proposed rule change, many of them
with respect to the proposed rule’s re-
quirement that inter-dealer confirma-
tions include CUSIP numbers. Several
of the comment letters expressed reser-
vations about the utility of CUSIP num-
bers, particularly for small municipal
securities dealers. The Commission be-
lieves that the delayed effective date of
this requirement will provide an oppor-
tunity for the development of low-cost
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means of providing the numbers to small
dealers. In addition; while the use of
CUSTP numbers may not produce econo-
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mies to all municipal securitics brokers
and dealers, their general use in the
municipal securities industry should fa-
cilitate the development of more efficient
processing systems:

The text of the proposed rule change
follows:

RuLe G-12. UNIFORM PRACTICE

(i) All transactions in municipal securi-
ties between any broker, dealer or municipal
securities dealer and any other broker, deal-~
er or municipal securities dealer shall be sub-
ject to the provisions of this rule, except to
the extent that such transactions are com-
pared, cleared and settled through the facili-
ties of a clearing agency registered with the
Commission, in which event the rules of
such clearing agency shall apply.

(i) Failure to deliver securities sold oF
to pay for securities as delivered, on. or
after the settlement date, does not effect a
cancellation of a transaction which is sub-
ject to the provisions of this rule, unless
otherwise provided in this rule or agreed
upon by the parties.

(iii) Unless otherwise specifically indi-
cated, any “immediate” notice required by
this rule or any notice required to be given
“immediately”” shall be given by telephone,
telegraph or other. means of communica-
tion having same day receipt capability and
confirmed in writing within one business
day.

(b) Settlement Dates.

(i) Definitions. For purposes of this rule,
the following terms shall have the following
meanings:

(A) Settlement Date. The term “settle-
ment date” shail mean the day used in price
and interest computations, which shall also
be the day delivery is due unless otherwise

agreed by the parties.

(B) Business Day. The term “business
day” shall mean a day recognized by the
National Association of Securities Dealers,
Inc. as a day on which securities transac-
tions may be settled.

(ii) Settlement Dates. Settlement dates
shall be as follows:

(A) For “cash” transactions, the trade
date;

(B). For “regular way” transactions, the
fifth business day following the trade date;

(C) For “when, as and if issued” transac-
tions, a date agreed upon by both parties,
which date shall not be earlier than the fifth
business day following the date the con-
firmation indicating the final settlement
date is sent, or, with respect to transacgions
between the manager and members of a
syndicate or account formed to purchase
securities from an issuer, a date not earlier
than the sixth business day following the
date the confirmation indicating the final
settlement date is sent; provided, however,
that 'if the issuer gives notice of pending
delivery within less than six business days
before delivery, the settlement date for
transactions between the manager and mem-
bers of the syndicate or account with respect
to such issue of securities may be accelerated
as determined by the manager, and, in such
event, all other “when, as and if issued”
transactions with respect to such issue of
securities may, but need not, be accelerated
by each seller by not more than the number
of days of acceleration by the syndicate man-
ager; and

(D) For all other transactions,
agreed upon by both parties.

(iii) Notice of Accelerated Delivery. In the

a date

46445

event the issuer gives notice of pending de-
livery of sécurities within less than six busi-
ness days before delivery, the manager of a
syndicate or account formed to purchase the
securities from the issuer shall, upon deter-
mination of the accelerated delivery date
pursuant to subparagraph (b) (ii) (C) hereof,
give immediate notice to the members of
the syndicate or account of the settlement
date for transactions between the manager
and the members.

(¢) Dealer Confirmations.

(i) Except as otherwise indicated in this
section (c), each party to a transaction shall
send a confirmation of the transaction to the
other party within one business day follow-
ing the trade date.

(it) Confirmations of cash transactions
shall be exchanged on the trade date, which
may be accomplished by telephone with
written confirmations sent within one busi-
ness day following the trade date.

(iii) For transactions effected on a “when,
as and if Assued” basis, initial confirmations
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shall be sent within two business days follow-

ing the trade date. Confirmations from a
syndicate or account manager to the mem-
bers of the syndicate or account may be in
the form of a letter, covering all maturities
of the issue, setting forth in information
hereafter specified in this section (c¢). Con-
firmations indicating the final settlement
date shall be sent by the seller at least five
business days prior to the settlement date or,
with respect to transactions between the
manager and members of a syndicate or ac-
count formed to purchase securities from
an issuer, at least six business days prior to
the settlement date; provided, however, that
if the settlement date is accelerated pursuant
to subparagraph (b) (ii) (C) above, final con-
firmations shall be senl by each selier im-
mediately upon determination by it of the
settlement date.

(iv) For transacrions in new issue securi-
ties having a settlement date more than six
business days following the trade date for
which only one confirmation is sent, such
confirmation shall be sent within two busi-
ness days following the trade date.

(v) Each confirmation shall contain the
following information:

(A) Confirming party’s name, address and
telephone number;

(B) “Contra party” identification;
(C) Designation of purchase from or sale
to;

(D) Par value of the securities;

(E) Description of the securities, includ-
ing at & minimum the name of the issuer,
interest rate, maturity date, and if the securi-
ties are limited tax, subject to redemption
prior to maturity (callable), or revenue
bonds, an indication to such effect, includ-
ing in the case of revenue bonds the type of
revenue, if necessary for a materially com-
plete description of the securities, and in the
case of any securities, if necessary for a mate-
rially complete description of the securities,
the name of any company or other person
in addition to the issuer obligated, directly
or indirectly, with respect to debt service or,
if there is more than one such obligor, the
statement “multiple obligors’’ may be shown;

(F) CUSIP number, if any, assigned to the
securities;

(@) Trade date;

(H) Settlement date;

(I) Yield to maturity and resulting dollar
price, except in the case of securities which
are traded on the basis of dollar price or
securities sold at par, in which event only
dollar price need bg shown (in cases in which
securities are priced to call, this must be
stated, and where a transaction is effected on
a yleld basis, the calculation of dollar price
shall be to the lower of price to call or price
to maturity);

1977
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(J) Amount of concession, if any, per
$1,000 par value unless stated to be an aggre=
gate figure;

(K) Amount of accrued interest;

(L) Extended principal amount;

(M) Total dollar amount of transaction;
and

(N) Instructions, if available, regarding re-
ceipt or delivery of securities, and form of
payment if other than as usual and custom-
ary between the parties.

The initial confirmation for a “when, as
and if issued” transaction shall not be re-
quired to contain the information specified
in subparagraphs (H), (K), (L), and (M) of
this paragraph or the resulting dollar price
as specified in subparagraph (I).

(VI) In addition to the information re-
quired by paragraph (v) above, each confir-
mation shall contain the following informa-
tion, if applicable:

(A) Dated date if it affects the price or
interest calculation, and first interest pay-
ment date, if other than semi-annual;

{B) If the securities are “fully registered”
or “registered as to principal only,” a desig-
nation to such effect;

(C) If the securities are “called” or ‘“‘pre-
refunded,” a designation to such effect, the
date of maturity which has been fixed by the
call notice, and the amount of the call price;

(D) Denominations of notes and, if other
than those specified in paragraph (e) (iv)
hereof, denominations of bonds;

(E) Any special instructions or dqualifi-
cations, or factors affecting payment of prin-
cipal or interest, such as (A) “ex legal,” or
(B) if the securities are traded without in<
terest, “flat,” or (C) if the securities are in
default as to the payment of interest or
principal, “in default”; and

{F) Such other information as may be
necessary to ensure that the parties agree to
the details of the transaction.

{d\ Comparison and Verification

ﬁrmations Umecogmzed Trensactions.

(i) Upon receipt of a confirmation, each
party to a transaction shall compare and ver-
ify such confirmation to ascertain whether
eny discrepancies exist. If any discrepancies
exist in the information as set forth in the
two compared confirmations, the party dis~
covering such discrepancies shall promptly
communicate such discrepancies to the con-
tra party and both parties shall promptly at-
tempt to resolve the discrepancies. In the
event the parties are able to resolve the dis-
crepancies, the party in error shall, within
one business day following such resolution,
send a corrected confirmation to the contra
party. Such confirmation shall indicate that
it I1s a correction and the date of the cor-
rected confirmation. In the event the parties
are unable to resolve the discrepancies, each
party shall promptly send to the contra party
& written notice, return receipt requested, in-
dicating nonrecognition of the transaction.

(1) In the event a party receives a con-
firmation for a transaction which 1t does
not recognize, it shall promptly seek to as-
certain whether a trade occurred and the
terms of the trade. In the event it deter-
mines that & trade occurred and the con-
firmation 1t received was correct, such party
shall Immediately notify the confirming
party by telephone and, within one business
day thereafter, send a written confirmation
of the transaction to the confirming party.
In the event a party cannot confirm the
trade, such party shall immediately notify
the confirming party by telephone and, with-
in one business day thereafter send a written
notice, return receipt requested, to the con-
firming perty, indicating nonrecognition of
the transaction. Promptly upon receipt of
such notice, the confirming party shall verify
its records and, if it agrees with the noncon-
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firming party. promptly send a notice of
cancellation of the transaction, return re-
ceipt requested, to the nonconfirming party.

(iii) In the event a party has sent a con-
Airmation of & transaction, but fails to re-
ceive a confirmation from the contra party
or a notice indicating nonrecognition ot the
transaction within four business days of the
trade date, the confirming party shall
promptly seek to ascertain whether a trade
occurred. If, after such verification, such
party believes that a trade occurred, it shall
immediately notify the nonconfirming party
by telephone to such effect and send, within
one business day thereafter, & written notice,
return receipt requested, to the noncon-
firming party, indicating failure to confirm.
Promptly following receipt of telephone no-
tice from the confirming party, the non-
confirming party shall seek to ascertain
whether a trade occurred and the terms of
the trade. In the event the nonconfirming
party determines that a trade occurred, it
shall immediately notify the confirming

mawte he talanhanas 1 suoh offcot and, within
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one business day thereafter, send a written
confirmation of the transaction to the con-
firming party. In the event a party cannot
confirm the trade, such party shall promptly
send a written notice, return receipt re-
quested, to the confirming party, indicating
nonrecognition of the transaction.

(iv) If procedures are initiated pursuant
to paragraph (ii) of this section, the proce-
dures required by paragraph (ili) need not
be followed; and conversely, if procedures
are initiated pursuant to paragraph (iii)
of this section, the procedures required by
paragraph (ii) need not be followed.

(v) In the event any material discrepan-
cies or differences, basic to the transaction,
remain unresolved by the close of the busi-
ness day following receipt by a party of a
written notice indicating nonrecognition, or
by the close of the business day following
the date the confirming party gives tele-
phone notice of the transaction to the non-
confirming party pursuant to paragraph
(ili) above, whichever first occurs, the trans-
action may be cancelled by the confirming
party or, in the event there exists disagree-
ment concerning the terms of the transac-
tion, by either confirming party. Nothing
herein contained shall be construed to affect
whatever rights the confirming party or
parties may otherwise have with respect to
a transaction which is cancelled pursuant
to this paragraph.

(vli) Nothing herein contained shall be
construed to prevent the settlement of a
transaction prior to completion of the pro-
cedures prescribed in this section (d); pro-
vided that each party to the transaction
shall be responsible for sending to the other
party, within one business day of such settle-
ment, a confirmation evidencing the terms
of the transaction.

(vil) The notices referred to in this sec-
tion indicating nonrecognition of a transac-
tion or fallure to confirm a transaction shall
contain sufficient information to identify
the confirmation to which the notice relates
including, at a minimum, the information
set forth in subparagraphs (A) through (E),
(G), and (H) of paragraph (c)(v). In addi-
tion, such notice shall identify the firm and
person providing such notice and the date
thereof. The requirements of this paragraph
may be satisfied by providing a copy of the
confirmation of an unrecognized transac-
tion, marked “don’t know,” together with
the name of the firm and person providing
such notice and the date thereof.

(e) Delivery of Securities. The following
provisions shall, unless otherwise agreed by
the parties, govern the delivery of securities:

(i) Place and Time of Delivery. Delivery
shall be made at the office of the purchaser,
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or its designated agent, between the hours

-established by rule or practice in the com-

munity in which such office is located. If the
parties so agree, book entry delivery through
& registered clearing agency or delivery by
other means which do not involve the physi-
cal delivery of securities will constitute -good
delivery for purposes of this rule.

(i1) Delivery Ticket. A delivery ticket shall
accompany the delivery of securities. Such
ticket shall contain the information set forth
in subparagraphs (A), (B), (D) through (H),
(M), and (N) of paragraph (c)(v) and, to
the extent applicable, the information set
forth in subparagraphs (A), (B), (D), (E),
and (F) of paragraph (c)(vi) and shall have
attached to it &n extra copy of the ticket
which may be used to acknowledge receipt of
the securities.

(ii1) Partial Delivery. The purchaser shall
not be required to accept a partial delivery
with respect to a single trade in a single
security For purposes of this paragraph, a

“single security” shall mean a security of
the same issuer having -the same maturity
date, coupon rate and price.

(1v) Units of Delivery. Delivery of bonds
shall be made in the following denomina-
tions:

(A) For bearer bonds, in denominations of
$1,000 or $5,000 par value; and

(B) For registered bonds, In denominations
which are multiples of $1,000 par value, up to
$100,000 par value.

Delivery of notes shall be made in the de-
nominations specified on the confirmation as
required pursuant to paragraph (c)(vi) of
this rule.

(v) Bearer and Registered Form. Delivery
of securities which are issuable in both bear-
er and registered form shall be in bearer form
unless otherwise agreed by the parties.

(vl) Mutilated Certificates. Delivery of a
certificate which is da,maged to the extent

4hnt acncr oFf dTao £o Wing ot
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Name of issuer;

rar valiue;

Signature;

(D) Coupon rate;

(B) Maturity date;

(F) Seal of the issuer; pr
(G) Bond or note number

shall not constitute good delivery unless
validated by the trustee, registrar, transfer
agent, paylng agent or issuer of the securi-
ties or by an authorized agent or official of
the issuer.

(vii) Coupon Securities.

(A) Coupon securities shall have securely
attached to the certificate in the corredt se-
quence all appropriate coupons, including
supplemental coupons if specified at the time
of trade, which in the case of securities upon
which interest is in default shall include all
unpaid or partially paid coupons. All cou-
pons attached to the certificate must have
the same serial number as the certificate.

(B) Anything herein to the contrary not-
withstanding, if securities are traded ‘“and
interest” and the settlement date is on or
after the interest payment date, such securi-
tles shall be delivered without the coupon
payable on such interest payment date.

(C) If delivery of securities is due within
30 calendar days prior to an interest payment
date, the seller may deliver to the purchaser
a draft or bank check of the seller or its
agent, payable on the date delivery is made,
in an amount equal to the interest due, in
tieu of the coupon,

(viii) Mutilated or Cancelled Coupons. De-
livery of a certificate which bears a coupon
which is damaged to the extent that any one
of the following cannot be ascertained from
the coupon:
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(A) Title of the issuer;

(B) Bond or note number;

(C) Coupon number or payment date (if
either the coupon number or the payment
date is ascertainable from the coupon, the
coupon will not be considered mutilated); or

(D) The fact that there is a signature; or
which coupon has been cancelled, shall not
constitute good delivery unless the coupon
is endorsed or guaranteed. In the case of
damaged coupons, such endorsement or
guarantee must be by the issuer or by a com-
mercial bank. In the case of cancelled cou-
pons, such endorsement or guarantee must
be by the issuer or an authorized agent or
official of the issuer, or by the trustee or pay-
ing agent.

(1x) Delivery of Certificates Called for Re-
demption. A certificate for which a notice of
call has been published prior to the trade
date shall not constitute good delivery unless
the securities are identified as *‘called” at the
time- of trade.

(x) Delivery Without Legal Opinions or
Other Documents. Delivery of certificates
without legal opinions or other documents
legally required to accompany the certificates
shall not constitute good delivery unless
identified as “ex legal” at the time of trade.

(x1) Insured Securities. Delivery of certi-
ficates for securities traded as insured securi-
ties shall be accompanied by evidence of such
insurance, either on the face of the certificate
or in a document attached to the certificate.

(xil) Endorsements for Banking or Insur-
ance Requirements. A security bearing an
endorsement indicating that it was deposited
in accordance with legal requirements ap-
plicable to banking institutions or insurance
companies shall not constitute good aelivery
unless it bears a release acknowledged oefore
an officer authorized to take such acknow-

jedgments and was designated as a released’

endorsed security at the time of trade.

(xiil) Delivery of Registered Securities.

(A) Assignments. Delivery of a certificate
in registered form. must be accompanied by
an assignment on the certificate or on a
detached assignment for such certificate,
containing a signature which corresponds in
every particular with the name written upon
the certificate except that the following shall
be interchangeable: ‘“and” or “&”; “Com-
pany” or “Co.”; “Incorporated” or “Inmc.;
and “Limited” or “Ltd.”

(B) Detached Assignment Requirements.
A detached assignment shall provide for the
irrevocable appointment of an attorney, with
power of substitution, a full description of
the security, including the name of the
issuer, the maturity date and interest rate,
the bond or note number, and the par value
(expressed in words and numerals).

(C) Power of Substitution. When the name
of an individual or firm has been inserted
in an assignment as attorney, a power of sub-
stitution shall be executed in blank by such
individual or firm. When the name of an in-
dividual or firm has been inserted in a power
of substitution as a substitute attorney, a
new power of substitution shall be executed
in blank by such substitute attorney.

(D) Guarantee. Each assignment, endorse-
ment, alteration and erasyre shall bear a
guarantee aceptable to the transfer agent or
registrar.

(B) Certification in Name of a Party Other
Than a Natural Person. A certificate regis-
tered in the name of a party other than a
natural person, or in a name with official
designation, shall constitute a good delivery
only if the statement “Proper papers for
transfer filed by assignor” is placed on the
assignment and signed by the transfer agent.

(F) Certificate in Name of Deceased Per-
son, Trustee, Etc.

(1) A certificate shall not constitute good
delivery if executed with a qualification,
restriction or special designation or if de-
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livered in the name of, or with an assign-
ment or power of substitution executed by a
person since deceased; a minor; a receiver in
bankruptcy; an agent; an .attorney; or, ex-
cept as provided in subparagraph (2) below,
a trustee or trustees (except for trustees act-
ing in the capacity of a board of directors
of a corporation or association in which case
the requirements of subparagraph (E) above
shall apply), a guardian, an executor, or an
administrator.

(2) A certificate shall constitute good
dellvery with an assignment or a power of
substitution executed by an individual ex-
ecutor or administrator; an individual
trustee under an inter vivos or testamentary
trust; a guardian (including committees,
conservators and curators); or a custodian
acting pursuant to the provisions of the
Uniform Gifts to Minors Act.

(G) Payment of Interest. If a registered
security is traded “and interest” and trans-
fer of record ownership cannoi be accom-
plished on or before the record date for the
determination of registered holders for the
payment of interest, delivery shall be ac-
companied by a draft or bank check of
the seller or its agent, payable on the date
delivery is made, for the amount of the in-
terest.

(H) Registered Securities Traded “Flat”.
If a registered security is traded “flat” (i.e.
is in default in the payment of interest) and
transfer of record ownership cannot. be ac-
complished on or before the record date for
the determination of registered holders for
the payment of interest, an interest payment
date having been established on or after
the trade date, delivery shall be accompanied
by & draft or bank check of the seller or
its agent, payable on the date delivery is
made, for the amount of the payment to be
made by the issuer, unless the security i
traded “‘ex-interest.”

(xiv) Expenses of shipment. Expenses of
shipment of securities, including insurance,
postage, draft, and collection charges, shall
be paid by the seller.

(xv) Money Differences. The following
money differences shall not be sufficient to
cause rejection of delivery:

Mazimum differences
Par value: per transaction
$1,000 to $24,999____ ...
$25,000 to $99,999_ . .-
$100,000 to $249,999
$250,000 to $999,999
$1,000,000 and over

The calculations of the seller shall be uti-
lized in determining the maximum permis-
sible differences and amount of payment
to be made upon delivery. The parties shall
seek to reconcile any such money differences
within ten business days following settle-
ment,

(f) Payment.

(1) Caleulation of Interest. Unless other-
wise agreed by the parties, in the settlement
of transactions in interest-paying securities
there shall be added to the dollar price in-
terest at the rate specified in the security,
which shall be computed up to but not in-
cluding the settlement date.

(ii) Calculation of Price. Calculations to
determine the price and yield to maturity of
municipal securities shall be made in ac-
cordance with applicable rules of the Board,
if any.

(g) Rejections and Reclamations.

(i) Definitions. For purposes of this sec-
tion, the terms “rejection’” and “reclamation”
shall have the following meanings:

(A) “Rejection” shall mean refusal to ac-
cept securities which. have been presented
for delivery.

(2) Refusal to transfer or deregister by
the transfer agent due to a lack of docu-
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mentation required by paragraph (e) (xiii)
of this rule.

(D) Reclamation by reason of th
ing may be made wthout any tim
tion:

(1) The security delivered 1s reported
missing, stolen, fraudulent or counterfeit; or

(2) Not good delivery because notice of
call for the certificate was published prior
to the trade date and this was not specified
at the time of trade.

The running of any of the time periods
specified in this paragraph shall not be
deemed to foreclose a party’s right to pursue
its claim via other means, including arbitra-
tion.

(iv) Procedure for Rejection or Reclama-
tion. If a party elects to reject or reclaim
securities, rejection or reclamation shall be
effected by sending a written notice which
contains suffictent information to identify
the delivery to which the notice relates, in-

cluding a copy of the original delivery ticket

or other proof of delivery and to the extent
not set forth on such document, the
following:

(A) The name of the party delivering the
securities;

(B) The name of the party receiving the
securities;

(C)- A description of the securities;

(D) The date the securities were delivered;

(E) The date of rejection or reclamation;

(F) The par value of the securities which
are being rejected or reclaimed;

(@) In the case of a reclamation, the
amount of money the securitlies are re~
claimed for;

{Il) The reason

tion; and
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(I) The name and telephone number of-
the person to contact coucerning the rejec-
tion or reclamation.

(v) Acceptance or Delivery of Securities.

T vatection orF reclamation nroper!
Upon rejection or reclamation properly made

pursuant to this rule, the securities rejected
or reclaimed. shall be accepted or delivered
as required by the notice of rejection or rec-
Jamation and the exchange of correct mon-
ies of securities shall be made.

(vi) Effect of Rejection or Reclamation.
Rejection or reclamation of securities shall
not constitute a cancellation of the transac-
tion.

(h) Close-Out. Transactions which have
been confirmed or otherwise agreed upon by
both parties but which have not been com-
pleted may be closed out in accordance with
this section, or as otherwise agreed by the
parties.

(i) Close-Out by Purchaser. With respect
to a transaction which has not been com-
pleted by the seller according to its terms
and the requirements of this rule, the pur-
chaser may close out the transaction in
accordance with the following procedures:

(A) Notice of Close-Out. If the purchaser
elects to close out a transaction in accord-
ance with this paragraph (i), the purchaser
shall, not earlier than the fifth business day
following the settlement date, notify the
seller by telephone of the purchaser’s inten-
tion to close out the transaction and imme-
diately thereafter send, return receipt re-
quested, a written notice of close-out to the
seller. Such notice shall be accompanied by
a copy of the seller’s confirmation of the
transaction to be closed out or other writ-
ten evidence of the contract between the
parties. The notice shall state that unless
the transaction is completed by & specifled
date and time, which shall not be earlier
than the close of the fifth business day fol-
lowing the date: the telephonic notice is
given, or as provided in subpsaragraph (C)
below, the transaction may be closed out in
accordance with this section.
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(B) Response. The seller shall respond to
the notice of close-out in writing, or by tele-

phone call promptly confirmed in writing

Pphone cal omp NIy 1ting,

return recelpt requested within one business
day following the date the telephonic notice
required by subparagraph (A) is given, stat-
ing the seller’s reasons for failing to complete
the trapsaction. Any party receiving a notice
of close-out may retransmit the notice to
another party from whom the securities are
due, provided that any retransmitted notice
must be received by such other party not
later than one business day preceding the
date for close-out as specified on the original
notice or as extended due to retransmittals.
Each retransmittal subsequent to the initial
retransmittal shall extend the date for close-
out by one business day and the party re-
transmitting the notice shall attach to the
notice & memorandum specifying the ex-
tended date for close-out resulting from such
retransmittal and shall immediately notify
the purchaser originating the close-out no-
tice of the extended date. Any party receiving
a retransmitted notice of close-out shall re-
spond to the party retransmitting the notice
within the time periods and according to the
procedures -provided herein for the seller’s
response.

{C) Time Periods. If by ihe close of the
fiftth business day following the date the
close-out notice was given, the purchase has
received no response or notice of retransmit-
tal or has received a response which fails to
provide an adequate explanation, as de-
scribed below, for the seller's failure to
complete the transaction, the purchaser may
close out the transaction in accordance with
the terms of the close-out notice. If the pur-
chaser has received an adequate explanation
of the seller’s failure to complete the trans-
action, the purchaser may not close out the
transaction before the close of the fifteenth
business day following the date the close-out
notice was given. For purposes of this sub-
paragraph, a seller shall be deemed to have
provided an adequate explanation for its
fallure to complete the transaction only if it
has an offsetting fail to receive outstanding
of the same security and so states or if the
certificates, coupons or documentation.re-
dquired by this rule are in transit to the pur-
chaser or the seller, have been sent for
transfer, deregistration or valldation, or have
been lost or mutilated and replacements have
been requested, and the seller so states. If
the purchaser has received a notice of re-
transmittal extending the date for close-out,
the transaction may not be closed out before
the close of business on the latest extended
date.

(D) Purchaser's Options. To close out a
transaction as provided herein the purchaser
may, at its option:

(1) Purchase (“buy-in”) at the current
market all or any part of the securities neces-
sary to complete the transaction, for the ac-
count and liability of the seller;

(2) Cancel the transaction as to all or any
part of the securities necessary to complete
the transaction;

(3) Accept from the seller in satisfaction
of the seller’s obligation under the original
contract (which shall be concurrently can-
celled) the delivery of municipal securities
which are comparable to those originally
bought in quantity, quality, yield or price,
and maturity, with any additional expenses
or any additional cost of acquiring such sub-
stituted securities being borne by the seller;
or

(4) Require the seller to repurchase the
securities on terms which provide that the
seller pay an amount which includes [equal
to] accrued interest and bear the burden of
any change In market price or yield.
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A cloge-out will operate to close out all
transactions covered under retransmitted

notices,

A buy-in may be cxccuted from a

long position in customers’ accounts main-
tained with the party executing the buy-in
or, with the agreement of the seller, from the
purchaser’s contra party. In all cases, the
purchaser must be prepared to defend the
price at which the close-out is executed rela-
tive to market conditions at the time of the
execution.

(E) Close-Out Not Completed. A close-out
procedure instituted pursuant to this rule
(including any action by the purchaser pur-
suant to subparagraph (D) of this para-
graph) must be completed not later than the
thirtleth business day following the settle-
ment date. If a close-out pursuant to a notice
of close-out is not completed in accordance
with the terms of the notice and the provi-
sions of this rule, the notice shall expire,
Additional close-out notices may be issued,
provided that a close-out procedure initiated
pursuant to this rule with respect to a trans-
action must be completed not later than the
thirtieth business day following the settle-
ment date, regardless of the number of close-
out notices issued. Anything herein to the
contrary notwithstanding, each time perlod

specified in this subparagraph (B} shall be

extended by one business day for each re-
transmittal of the notice of close-out subse-
quent to the initial retransmittal.

(F) “Cash” Transactions. The purchaser
may close out transactions made for ‘“cash”
or made for or amended to include guaran-
teed dellvery at the close of business on the
day delivery is due.

(i) Close-Out by Seller. If a seller makes

good delivery according to the terms of the

tra.nsactlon and the requirements of this
rule and the purchaser rejects delivery, the
seller may close out the transaction in ac-
cordance with the following procedures:

(A) Notice of Close-Out. If the seller elects
to close out a transaction in accordance with
this paragraph (ii), the seller shall, not
later than the close of business of the date
of rejection of delivery, notify the purchaser
by telephone of the seller’s intention to close
out the transaction and immediately there-
after send, return receipt requested, a writ-
ten notice of close-out to the purchaser.
Such notice shall be accompanied by a copy
of the purchaser’s confirmation of the trans-
action to be closed out or other written evi-
dence of the contract between the parties.
The notice shall state that unless the trans-
action is completed by a specified date and
time, which shall not be earlier than the
close of the [third] business day following
the date the telephonic notice is given, the
transaction may be closed out in accordance
with this section.

(B) Execution of Close-Outa Not earlier
than the close of the business day following
the date telephonic notice of close-out Is
given to the purchaser, the seller may sell
out the transaction at the current market
for the account and liability of the purw
chaser.

(iii) Notice of Executed Close-Out. The
party executing a close-out shall, immedi-
ately upon execution, notify via hand deliv-
ery or other written media having same-day
receipt capabilities, the party fqr whose ac-
count and liability the transaction was
closed-out, stating the means of closing out
utilized and forwarding a copy of the con-
firmation of the executed transaction, if any.

(iv) Close-Out Under Special Rulings.
Nothing herein contained shall be construed
to prevent brokers, dealers or municipal se-
curities dealers from closing out transactions
as directed by a ruling of a nationsal securi-
ties exchange, a registered securities associ-
ation or an appropriate regulatory agency

issued in connection with the liquidation
of a broker, dealer or municipal securities

Aanlan
acasicr.

(v) Procedures Optional. Nothing herein
contained shall be construed to require the
parties to follow the close-out procedures
herein specified if they otherwise agree.

(1) Good Faith Deposits. Good faith de-
posits shall be returned by the manager of a
syndicate or similar account formed for the
purchase of securities from an issuer, to the
members of the syndicate or account within
two business days following the date of set-
tlement with the issuer, or, in the event the
syndicate or account 1s not successful in
purchasing the issue, within two business
days following the return of the deposit from
the issuer.

(J) Settlement of Syndicate or Similar Ac.
count. Final settlement of a syndicate or
similar account formed for the purchase of
securities shall be made within 60 days fol-

lowing the date all securitics have been de-

livered by the syndicate or account manager
to the syndicate or account members.

(k) Any credit designated by a customer
in connection with the purchase of securi-
ties as due to a member of a syndicate or
similar account shall be distributed to such
member by thie municipal securities broker
or municipal securities dealer handling such
order within 30 business days following de-
livery of the securities to the customer.

(1) Effective Date. The requirements of
this rule shall become effective on December
7, 1977, with th exceptlon of the require-
ments set forth in item (c)(v)(F), which
shall become effective on January 1, 1979.

* * * » -

The Commission finds that the pro-
posed rule change is consistent with the
requirements of the Act and the rules
and regulations thereunder applicable to
the MSRB, and, in particular, the re-
quirements of Section 15R and the rules
and regulations thereunder.

It is thereforbe ordered, pursuant to
Section 19(b) (2) of the Act, that the
above-mentioned proposed rule change
be, and it hereby is, approved.

For the Commission.

GEORGE A. FITZSIMMONS,
Secrelary.
SEPTEMBER 8, 1977.

[FR Doc.77-26899 Filed 9-14-77;8:45 am]

FEDERAL REGISTER, VOL. 42, NO, 179—THURSDAY, SEPTEMBER 15, 1977



SAMPLE UNIFORM FORMS

Attached are sample copies of the uniform confirmation (com-
parison), delivery, reclamation and nonrecognition (DK) forms presently
used by Association members under the NASD's Uniform Practice Code.
Details of their use are as follows:

1. Confirmation (comparison)

The form was designed for use by NASD members in exchanging
written confirmations in dealer to dealer transactions. Flexibility in the
design of the form allows it to be used for either a buy or sell transaction

and a copy can also be used, if desired, as a delivery ticket. In addition,
space is provided for optional information such as account numbers; ori-
ginator and contra party FINS numbers; transaction, capacity, and settle-

ment codes; and, special delivery instructions.

The letters on the attached sample are keyed to the information
required on a confirmation per subparagraph (c)(v) of Rule G-12. In this
connection, paragraph (c)(v)(A) requires that each firm list its name,
address and telephone number on its dealer confirmations. The MSRB
has stated that for firms with several branch offices, the telephone num-
ber used may be a home or main office number so long as the contra
broker-dealer or municipal securities dealer in calling that number will

be promptly referred to someone knowledgeable of the trade.

2. Delivery Ticket

The Uniform Delivery Ticket is intended for use by broker-
dealers and banks for making physical delivery of securities either by
messenger or by mail. The form is envisioned as part of a manifold to
which originators can add copies as desired. The form is compatible with
the Uniform Confirmation so that both can be produced from the same mani-
fold at the same time, Again, space is provided for optional information.

The letters on the attached sample are keyed to the informa-

tion required on a delivery ticket per subparagraphs (e)(ii) and (c)(v) of
Rule G-12,

3. Reclamation Form

This form was designed for use by members of both the bank-
ing and securities industries for the reclamation of securities. The form



is a four-part manifold, the first two copies of which will be attached to
the certificates being returned, while copies three and four are to be
retained by the deliverer. A space is provided on the reverse side of
the form for certificate numbers, if desired. The reasons for rejection
which are listed on the face of the form address those circumstances
under which the vast majority of deliveries are usually returned. How-
ever, an additional space has been provided to permit the inclusion of

a situation not specifically listed on the form.

The letters on the attached sample are keyed to the informa-
tion required on a reclamation form per subparagraph (g)(iv) of the Rule.

4, Nonrecognition (DK) Form

The NASD DK Notice is a five-part form presently used by a
confirming broker-dealer to inform a contra broker-dealer that neither
a confirmation nor a signed DK has been received for the particular
transaction. This form may also be used in complying with the "don't
know'' procedures of MSRB Rule G-12(d) although it should be understood
by both parties that the NASD's procedures referred to on the form do
not apply to municipal securities transactions. It is anticipated that a
revised DK Notice, specifically modified for use by municipal securities
broker-dealers under Rule G-12, will soon be available from the Associa-

tion.
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Dealer Confirmation
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Reclamation Form
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CALENDAR OF PROCEDURES

UNDER RULE G-12 ON UNIFORM PRACTICE

I. Confirmations,

Comparison and Verification

Date by Which Action
Must be Taken 1/

T+1

b3

Resolution of discrep-
ancies + 1}

Action to be Taken b
Purchasing Dealer &/ 2

Send dealer confirma-
tion.

\Jul‘ﬂpal (4 confirimation
from selling dealer to
determine whether dis-
crepancies in trade in-
formation exist. If dis-
crepancies discovered,
communicate promptly

with QP]]IY\O dealer and

seek to resolve.

Send corrected confir-
mation, if purchasing
dealer is party in error.

Action to be Taken
by Selling Dealer?/

Send dealer confir-
mation.

Compare confirma-
tion from purchasing
dealer to determine
whether discrepancies
in trade information
exist. If discrepan-
cies discovered, com-
municate nrnr‘nth with

PreInpLly WwWitil

purchasmg dealer and

wn

. . — I DU
CC LO Tresolve

Send corrected confir-
mation, if selling
dealer is party in
error,

S If no discrepancies, If no discrepancies,
transaction settles. transaction settles.
May accept delivery
even though discrepan-
cies not resolved.
1/ "T'" means trade date

"S" means settlement date

"R'" means receipt of confirmation or other notice
"D' means delivery date

Numerical references are to number of business days

2/ For ease of reference, the term ''dealer'' refers to brokers,
dealers and municipal securities dealers.



S+1

If delivery has been
acecented cven thouch
ubbbt}bbu w Vil LLLUUSLL
discrepancies not
resolved, send cor-

rected confirmation.

If delivery has been
accented aven thaouch
OL\'\,\/LJLU\A T veell bxxuu.su.
discrepancies not
resolved, send cor-

rected confirmation.

The following procedures (A and B) apply in the

event one of the parties to a trade does not send

a confirmation, or discrepancies in trade infor-

mation cannot be resolved.3/

Procedure A (Rule G-12 (d)(ii))

Date by Which Action
Must be Taken

T+ 1

R (receipt of
confirmation)

R+1

R (receipt of non-
recognition (DK)
notice)

(A) have been used.

Action to be Taken by
Confirming Dealer

Send dealer confirma-
tion,

Promptly upon re-
ceipt of nonrecogni-
tion (DK) notice, at-
tempt to verify wheth-
er trade occurred. If
trade did not occur,
send cancellation no-
tice.

if the procedures in (B) have been used.

Action to be Taken by
Non-Confirming Dealer

Promptly attempt to
determine whether trade
occurred. Immediately
notify confirming dealer
by telephone of results
of determination,

Send confirmation or
nonrecognition (DK)
notice.

3/ The procedures set forth in (B) need not be followed if the procedures in
Similarly, the procedures in (A) need not be followed,
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R +2

T+ 4

T+5

T +6

If after verification,
confirming dealer be-
lieves that trade did
occur, but material
differences with non-
confirming dealer can-
not be resolved, con-
firming dealer may
send cancellation no-
tice on or after this
date.

In event of failure to
receive confirmation or
nonrecognition (DK) no-
tice, promptly verify
whether trade occurred
and immediately notify

non-confirming dealer

- \-ﬂv‘--‘-‘-“—‘A—‘-A(Y Lo
g ler

by telephone.

Send written notice
of failure to confirm.

If material differences
with non-confirming
dealer cannot be re-
solved, or non-con-
firming dealer does
not respond to tele-
phone notice of failure
to confirm, confirm-
ing dealer may send
cancellation notice on
or after this date.

Promptly upon re-
celpt of telephone no-
tice from confirming
dealer, seek to deter-
mine whether trade
occurred. Immediately
notify confirming deal-

er by telephone of
results of determination,
Such notification may

be made on T + 5 if
determination cannot

be made before then.

Send written confirma -
tion or nonrecognition
({DK) notice.



II1. Reclamations

Date by Which Action
Must be Taken Reasons for Action

D+1 - Improper coupon or interest
check in lieu of coupon missing.

- Certificate or coupon mutilated.

- Legal opinion or other legal
documentation missing.

R (receipt of notice of - Interest check not honored.
dishonor) + 3
iy T -~

D + 18 months - Irregularity in delivery (e.g.,
wrong securities delivered,
duplicate delivery, etc.)

- Refusal to transfer or deregister
because of lack of required docu~-
mentation.

No time limit - Missing, stolen, fraudulent or
counterfeit securities.

- Certificate called prior to trade

date and not specified at time of
trade.

III. Close-Out by Purchasing Dealers

Date by Which Action Action to be Taken by Action to be Taken
Must be Taken Purchasing Dealer by Selling Dealer
S+5 May give close-out no-

tice on or after this date.
Notice must be by tele-
phone and confirmed in
writing specifying date
for execution of close-
out. Close-out date can-
not be earlier than sixth



Telephone notice + 1

S + 30

business day following
date notice was given
(S + 11).

Close-out must be exe-
cuted by this date unless

extended by retransmit-

Must respond to tele-
phone notice, giving
reasons for failure to
deliver. May retrans-
mit close-out notice if
selling dealer has off-
setting fail to receive.
If selling dealer gives
"adequate explanation'
(as defined in rule) for
failure to deliver, ear-
liest date for execution
of close-out is date of
purchasing dealer's
telephone notice + 16,

If the close-out notice is retransmitted more than once, each retrans-
mittal subsequent to the initial retransmittal extends the earliest date for
execution of close-out by one business day for each subsequent retrans-
mittal (e.g., three retransmittals would extend the date by two business

days).



NOTICE TO MEMBERS: 77-51
Notices to Members should be
retained for future reference.

NASD

NATIONAL ASSOCIATION OF SECURITIES DEALERS, INC.

1735 K STREET NORTHWEST + WASHINGTON D.C. 20006

December 27, 1977

TO: All NASD Members
RE: Willis E. Burnside & Co., Inc.

40 Exchange Place
New York, New York 10005

ATTN: Operations Officer, Cashier, Fail-Control Department

On Wednesd

v, December

a 21, 169
for the above-captioned firm. Members may
PP . R, Y 1. N,
J

S, NSO i (RS B U 2
procedure as provided in Section 59(i

to close-out open OTC contracts.
Accordingly, questions regarding the firm should be directed to:

SIPC Trustee

Thomas Ungerland

Burns, Van Kirk, Greene & Kafer
521 5th Avenue

New York, New York 10017
Telephone (212) 972-0500

an
riy

R
e



NOTICES TO MEMBERS: 77-52
Notices to Members should be
retained for future refgﬁgence.

NASD pmm——

i S =AY

NATIONAL ASSOCIATION OF SECURITIES DEALERS, INC. 977

1735 K STREET NORTHWEST +« WASHINGTON D.C.

WL

December 28, 1977

rm o~ A 11 MNT A T A g -1 .
12 All INAODL) vlermpers
RE: Brokers' Trading, Inc.

932 Baker Bldg.
Minneapolis, Minnesota 55402

ATTN: Operations Officer, Cashier, Fail-Control Department

On Thursday, December 22, 1977, a

wn
P4
v
Q

.|

.
atons swvac anmnint
UsSiee was appoint

=k
r

for the above-captioned firm., Members may use the '"immediate close-out"

AT A TN

procedure as provided in Section 59(i) of the NASD's Uniform Practice Code
to close-out open OTC contracts.

Accordingly, questions regarding the firm should be directed to:

SIPC Trustee

Timothy M. Heaney, Esquire

Fredrikson, Byron, Colborn, Bisbee & Hansen
4744 IDS Center

Minneapolis, Minnesota

Telephone (612) 339-8331
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