THE COMMISSIONER OF CORPORATIONS HEREBY ADOPTS
THE FOLLOWING CHANGES IN THE REGULATIONS UNDER THE
CORPORATE SECURITIES LAW 1968
AS SET FORTH IN CHAPTER 3, TITLE 10,
CALIFORNIA CODE OF REGULATIONS
EFFECTIVE: JANUARY 23, 2001

1. Section 260.210 is amended to read:

260.210. Agent Procedures for Broker-Deders

The procedures set forth in this section are gpplicable to broker-deders licensed pursuant to
subdivisions (@) and (b) of Section 25211 of the Code.

@ Upon employmert of an individua as an agent, a broker-dedler shdl (1) obtaina
properly executed gpplication for registration, on the Uniform Application for Securities Industry
Regigration and Transfer Form (Revised 11/97) ("Form U-4"), (2) obtain for its records, evidence that
such agent meets the qualification requirements of Section 260.217 of these rules, and (3) ascertain (by
investigation) the character, business reputation and experience of any individud, prior to executing any
transaction on behdf of the broker-dedler. Evidence of compliance with Section 260.217 and
investigation of the agent, shall be maintained as a part of the records of the broker-deder as required
by Sections 260.241 and 260.241.1 of these rules.

(b) A broker-dedler who registersits agents with the National Association of Securities
Deders Regulation, Inc. (the"NASDR"), shdl:

(@) Upon the employment of an individua as an agent, file the Form U-4, through the
Centrd Regigtration Depository (the "CRD") of the NASDR in accordance with its procedures, and
pay, for transmission to the Commissoner, the fees prescribed by Section 260.608.2(a) of these rules.

Thefiling of Form U-4 with the CRD does not condtitute an autometic appreva "goprova' through the

CRD. Broker-deders should not consider an agent registration "regidration” through the CRD
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approved until gpproved by the Commissioner and the gpprova has been received through the CRD. If
requested by the Commissioner, additiond information, documentation or details pertaining to the Form
U-4 or properly executed fingerprint cards of the agent must be filed directly with the Commissioner
within 15 days from the date of the request. In accordance with Section 250.16, the Form U-4 may be
abandoned if the Commissioner does not receive the requested information within the time prescribed.

The Commissoner shal "regject” through the CRD an abandoned Form U-4.

(2) An agent registered through the CRD may comply with the requirements of this subsection

through participation in the "Rdicensng’ program (the Rdicensing program was formerly known as

"Temporary Agent Trander" or "TAT") adopted by the North American Securities Administrators

Asociaion ("NASAA"), provided that the agent is digible and qudifies for registration through the

Rdicensng program and the broker-deder has complied with al of the requirements of the Rdlicenang

program with respect to the agent in atimey manner. Agent CRD regidration through the Rdicenang

program shal not walve any rights of the Commissioner to proceed in any disciplinary proceeding or

sanction provided for under the Code.

2 (3) File an amendment to the Form U-4 through the CRD within 30 days when there are
any changes to the information contained in the origina Form U-4. If the Form U-4 is being amended
dueto adisciplinary occurrence, acopy of the amendment shdl be filed with the Commissioner upon
request.

3) (4) Within 30 days after the termination of an individud as an agent, file the Uniform
Termination Notice for Securities Industry Regigtration Form (Revised 11/97) ("Form U-5") through the
CRD. The Form U-5 shdl clearly gtate the reason(s) for termination. However, if an agent has been
terminated for cause, the Form U-5 shal, upon request, be filed directly with the Commissioner.

A broker-deder shall be responsible for the acts, practices, and conduct of an agent in




connection with the purchase or sale of securities until such time as they have been properly terminated

and the Form U-5 has been filed with the CRD of the NASDR.

(© A broker-deder who is not subject to the provisions of subsection (b) shal:

(1) Upon the employment of an individud as an agent, file the Form U-4 with the
Commissoner. The filing of Form U-4, with the Commissioner, does not condtitute an automatic
approva. Broker-deders should not consider an agent registration approved until such approva has
been recaived from this Department. If requested by the Commissioner, additional documentation or
details pertaining to the Form U-4 must befiled directly within the Commissoner within 15 days from
the date of the request. In accordance with Section 250.16, the Form U-4 may be abandoned if the
Commissioner does not receive the requested information within the time prescribed.

2 File an amendment to the Form U-4 with the Commissioner within 30 days, when there
are any changesto the information (including information relating to a disciplinary action) contained in
the original Form U-4.

3 Within 30 days after the termination of employment of an individud as an agert, filethe
Form U-5 with the Commissioner. The Form U-5 shdl clearly state the reason(s) for termination. A
broker-dedler shdl be responsible for the acts, practices, and conduct of an agent in connection with the
purchase or sde of securities until such time as they have been properly terminated and the Form U-5
has been filed with the Commissioner.

4) If the fingerprints of an individud employed as an agent are not on file with the
Commissioner, such broker-deder shal file with the Form U-4 required under subsection (c)(1), a
Fingerprint Card (Form BID-7) for such individua. Information about whether an individud's
fingerprints are on file with the Commissioner may be obtained from any office of the Commissoner.

Note: Authority cited: Section 25610, Corporations Code. Reference: Sections 25210, 25213,



25213.3 and 25217, Corporations Code.

2. Section 260.211 is amended to read:

260.211. Broker-Dealer Application

(&) The gpplication for a certificate as a broker-dedler pursuant to subsection (&) of Section
25211 of the Code and an amendment to such application pursuant to Section 260.241.4(a) shal be
filed upon Form BD (Uniform Application for Broker-Deadler Regigtration) (17 CFR 249.501),
modified as, and containing the additiona information, required by subsection (b).

(b) Ingtructions for Cdifornia

The Indructions for completing Form BD for filing in Cdifornia are asfollows:

DEPARTMENT OF CORPORATIONS
STATE OF CALIFORNIA
INSTRUCTIONS FOR COMPLETING AND FILING FORM BD
(UNIFORM APPLICATION FOR BROKER-DEALER
REGISTRATION) (17 CFR 249.501)
IN CALIFORNIA BY BROKER-DEALERS

NOT FILING BY NOTIFICATION

(Only for Use in Connection With Applications and Amendments to Applications for Broker-
Deder Certificate Pursuant to Section 25211(a), Corporations Code, and Section 260.241.4, Title 10,

Cdifornia Code of Regulations)



PART |. FILING FEE AND MAILING ADDRESS.

The fee for filing an application for a certificate as a broker-deaer is $300.00. Make checks
payable to DEPARTMENT OF CORPORATIONS and mail with Form BD to Department of

Corporations, 980-Sth-Street-5th-Floor-Sacramento-CA-95814-2725 1515 K_Street, Sacramento,

CA 95814. Fees are not refundable except pursuant to Section 250.15, Title 10, Cdifornia Code of

Regulations.

PART I1. INSTRUCTIONS AS TO ARREST RECORDS.

The following ingructions applies only to initid applicaions

Business and Professions Code Section 461 prohibits al public agencies from requiring, on an

initid application, an applicant to reved arecord of arrest that did not result in a.conviction or plea of

nolo contendere. Accordingly, questions regarding crimind disclosure should be modified in

accordance with Cdifornialaw. For more detailed information on how to respond to these questions,

applicants should refer to the separate ingtruction sheet, which is available from any of the Department's

offices and the Department's homepage.




AN INITIAL APPLICATION WHICH ISNOT MODIFIED IN ACCORDANCE WITH
THE FOREGOING SEPARATE INSTRUCTIONS WILL NOT BE RECEIVED FOR FILING BY

THE DEPARTMENT AND WILL BE RETURNED WITHOUT PROCESSING.

PART I1l. ADDITIONAL INFORMATION.

1. Fnancid Statements;

(A) Attach abalance sheet as of adate within 45 days prior to the filing of the application,
which need not be audited. However, if the balance sheet is not audited, there should befiled, in

addition, an audited baance sheet as of the end of applicant's last fiscal year.

(B) Attach a cdculation of the net capital and the ratio of net capital to aggregate indebtedness
of the gpplicant, in accordance with Section 260.216.12 of Title 10 of the Cdifornia Code of

Regulations, as of the same date as the bal ance sheets submitted under Item (A) above.

(C) Attach copies of dl currently effective subordination agreements. If any are substantialy
amilar, attach one copy of the most standard form(s) and a schedul&(s) showing the name and address

of each lender, and the dollar value of the subordinated items on each agreement.
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(D) Furnish the date gpplicant's fisca year ends.

(E) Furnish goplicant's minimum net capita requirement.

A broker-dedler registered pursuant to Section 15 of the Securities Exchange Act of 1934 may

file acopy of its most recent annud report of financia condition and its most recent quarterly financid

report required under 17 CFR 240.17a-5 in lieu of Items (A) and (B) above.

2. Organizationd Information.

(A) If applicant is a corporation, attach copies of articles, by-laws, amendments and

certification.

(B) If applicant is a partnership, attach partnership agreement and amendments.

(C) If applicant is alimited liability company, attach copies of its articles of organization and

amendments.

S (D) If applicant will conduct business under afictitious name, attach a certified copy of the

Fictitious Business Name Statement required by Section 17910, Business and Professions Code.

3. Other Exhihits.



(A) Attach acompleted Customer Authorization of Disclosure of Financid Records on Form

QR 500.261.

{S) Unless gpplicant isa Cdifornia corporation, or unless dready on file with the

Commissioner, attach completed Consent to Service of Process on Form 260.165.

4. Exhibits Required by Applicants Not Registered Under The Securities Exchange Act of 1934

(15 U.S.C. 78aet s=q.).

(A) Attach a statement demondgtrating compliance with the examination requirements of Section

260.217, Title 10, Cdlifornia Code of Regulations.

(B) Attach fingerprint Cards (California Department of Justice Form BID-7) and Fingerprint

Information Sheets (Form ADM 557) for each person listed on Schedule A, B or C of Form BD.

PART IV.INVESTMENT ADVISER ACTIVITIES.

The exemption in Section 25205 of the Corporations Code is not available if the broker-deder

is registered with the Securities and Exchange Commission as an invesment adviser. Broker-deders




that are registered with the Securities and Exchange Commission as an investment adviser should make

anoticefiling as required by Corporations Code Section 25230.1(b).

If the broker-deder performs investment advisory services for which it recelves specid
compensation and proposes to rely upon the exemption in Section 25205 of the Corporations Code

from the investment adviser certification requirements in Section 25230 of the Corporations Code,

attach the following:

1 a A copy of Part-H of Form ADV (Uniform Application for Investment Adviser

Regigration) (17 CFR 279.1).

2. A lig of dl investment adviser representatives or associated persons. Thislig must be

submitted on company letterhead and include the complete name of each investment adviser

representative or associated person, their CRD number (if any), business address (mailing

address, city, sate, and zip code), and an affirmative satement that dl investment adviser

representatives or associated persons on the list meet the qualification requirements set forth

under Section 260.236, Title 10, Cdifornia Code of Regulations. The affirmative statement

must be sgned, under pendty of perjury, by an officer of the Advise.

3. Reporting fee of $25 for each investment adviser representative or associated person

whose name appears on the list provided to the Department pursuant to thisrule.




Note: Socid Security Account Numbers: In accordance with Section 7 of the Privacy Act of
1974 (PL. 93-579), the following information is provided in connection with the disclosure of a socid

security account number in the Schedules to Form BD.

Disclosure of asocia security account number shal be considered a voluntary disclosure: ,

except as provided below. A socid security account number is solicited pursuant to one or more of the

following authorities

Sections 25211 and 25231, Corporations Code.
Sections 260.211 and 260.231, Title 10, Cdifornia Code of Regulations.

Section 17520, Family Code.

Uses to be made of socia security account numbers solicited by Form BD and the Schedules

thereto are:

A. For dl persons disclosing asocid security account number, the number may be used, in
addition to other information provided, to conduct a background investigation of the individua by the
Department of Justice's Identification and Information Branch or by other federd, state or locd law

enforcement agencies. The socia security number may also be used to respond to requedts for this

number made by child support agencies.

B. The completed form, ireluding except any disclosed socid security account numbers, shal
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become a public record and available to members of the public pursuant to the provisions of the Public

Records Act (Government Code Sections 6250 et seq.).

NOTE: Authority cited: Sections 25211(a) and 25610, Corporations Code. Reference:

Sections 25205, 25210, 25211, 25230, 25230.1, 25231, and 25241 and 25608(p), Corporations

Code: ; and Section 17520, Family Code.

3. Amend Section 260.211.1 to read:
260.211.1. Application for License by Notification
(& An gpplication for licensing by natification pursuant to Section 25211(b) of the Code shdll

be made upon the form specified in subsection (b). The exemption in Section 25205 of the

Corporations Codeis not available if the broker-deder is registered with the Securities and Exchange

Commission as an investment adviser. Broker-deders that are registered with the Securities and

Exchange Commission as an investment advisar should make anotice filing as required by Corporations

Code Section 25230.1(b). If the broker-dedler dso engages in business as ainvestment adviser in this

date and is not licensed as an investment adviser pursuant to Section 25230, it shdl filewith its
gpplication pursuant to subsection (b):

(D) acopy of PartH of the Form ADV (Uniform Application for Invesment Adviser
Regigtration) (17 CFR 279.1).

2 A lig of dl investment adviser representatives or associated persons. Thislist must be

submitted on company |etterhead and include the complete name of each investment adviser

representative or associated person, their CRD number (if any), business address (mailing address, city,

date, and zip code), and an affirmative satement that all invesment adviser representatives or

11



asociated persons on the list meet the qualification requirements st forth under Section 260.236, Title

10, Cdifornia Code of Regulations. The affirmative statement must be Sgned, under pendty of perjury,

by an officer of the Adviser.

3 Reporting fee of $25 for each investment adviser representative or associated person

whose name appears on the list provided to the Department pursuant to thisrule.

(b) An gpplication pursuant to Section 25211(b) shdl be in the following form and contain the
information therein specified:
Mall to: Fee: $300

Sae of Cdifornia File No.

Department of Corporations Date of Application

980-9th-Street—Suite 500
Sacramento-CA—95814-2725
1515 K Street

Sacramento, CA 95814

DEPARTMENT OF CORPORATIONS
STATE OF CALIFORNIA
APPLICATION BY NOTIFICATION
PURSUANT TO CORPORATIONS CODE SEC. 25211(b)
FOR

BROKER-DEALER CERTIFICATE
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(Only for Use in Connection with Applications and Amendments to Applications for Broker-
Dedler Certificate Pursuant to Section 25211(b), Corporations Code (Application by

Notification), and Section 260.241.4, Title 10, Cdifornia Code of Regulations.)

Date of Notice:

() Origind Notice ( ) Amended Notice

Name of Broker-Dedler Address of Principd Office

Name and address of officer or partner of the broker-dealer who isto recelve compliance and
information communications from the Department and who is respongble for disseminating the

same within the broker-dedler's organization.

Name Tile

Address Telephone ()

(See Corporations Code Section 25245)

The following representations are made to the Commissioner of Corporations by the broker-

dedler:

13



a The broker-dedler has a currently effective registration as a broker-dedler under the

Securities Exchange Act of 1934 (15 USC 78a et seq.).

b. The broker-dedler isamember in good standing of the self-regulatory organizetions

checked:

( YNYSE ( )AMEX ( )PSE ( )NASD

C. Check the gpplicable box:

() @ The broker-dealer has never had a certificate as a broker-dedler, investment

adviser or agent revoked, or an gpplication for such a certificate denied, under

the Corporate Securities Law of 1968 or any predecessor Statute.

() @ The Commissioner has by order waived the deniad or revocation of a certificate

as abroker-dedler, investment adviser or agent heretofore issued to the broker-

dedler.

Exhibits. Attach the following exhibits

a Unless the broker-dedler is a California corporation, or unless aready on file with the

Commissioner, attach a copy of Form 260.165 (Consent to Service of Process).




1=

Attach a completed Customer Authorization of Disclosure of Financial Records on

Form OR 500.261.

NOTE: Socia Security Numbers: In accordance with Section 7 of the Privacy Act of 1974
(PL. 93-579), the fallowing information is provided in connection with the disclosure of socid

security account numbers in the Schedules to Form BD.

Disclosure of asocid security account number shal be considered a voluntary disclosure: except as

provided below. A socid security account number is solicited pursuant to one or more of the

following authorities

Sections 25211 and 25231, Corporations Code.
Sections 260.211 and 260.231, Title 10, Cdifornia Code of Regulations.

Section 17520, Family Code.

Uses to be made of socia security account numbers, solicited by Form BD and the Schedules

thereto are:

A. For dl persons disclosing socid security account numbers, the number may be used, in
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addition to other information provided, to conduct a background investigation of the
individua by the Department of Justice's I dentification and Information Branch or by other

federd, state or loca law enforcement agencies. The socid security number may aso be

used to respond to requests for this information made by child support agencies.

B. The completed form, #eluding except any disclosed socid security account numbers, shall

become a public record and available to members of the public pursuant to the provisons of

the Public Records Act (Government Code Sections 2650 et seg.).

Applicant's Minimum Net Capital Requirement: $

Applicant'sFiscd Year Ends. _ /  (Month/Day)

Invesment Adviser Activities.

If the broker-deder performs investment advisory services for which it recelves specid

compensation and proposes to rely upon the exemption in Section 25205 of the Corporations Code

from the investment adviser certification requirements in Section 25230 of the Corporations Code,

attach the following:

16



(a A acopy of Rart-H of the Form ADV (Uniform Application for Investment Adviser

Regigration) (17 CFR 279.1).

(b)  Alig of dl invesment adviser representatives or associated persons. Thislist must be

submitted on company |etterhead and include the complete name of each investment adviser

representative or associated person, their CRD number (if any), business address (mailing

address, city, gate, and zip code), and an affirmative satement that al investment adviser

representatives or associated persons on the list meset the qualification reguirements set forth

under Section 260.236, Title 10, California Code of Regulations. The affirmative satement

must be sgned, under pendty of perjury, by an officer of the Adviser.

(0 Reporting fee of $25 for each investment adviser representative or associated person whose

name appears on the list provided to the Department pursuant to thisrule.

10. Execution:

By

(Title)

17



NOTE: Authority cited: Sections 25211(b) and 25610, Corporations Code. Reference:

Sections 25205, 25210, 25211, 25230, 25230.1, 25231, 25241, and 25608(p) Corporations Code: ;

and Section 17520, Family Code.

4, Amend Section 260.234 to read:
260.234. Compensation Based on Capital Gains

The provisons of Section 25234 (a)(1) of the Code shdl not apply:

CFR-275:205-3(g))-shal-apply); to any investment adviser registered under the Investment Advisers

Act of 1940; or

(b) to any investment adviser, provided dl of the following are met:

(D) the only clients entering into the investment advisory contract are "qualified dients’ as

defined in paragraph (d) of Rule 205-3 (17 CFR 275.205-3(d)) under the Investment Advisers Act of

1940 (Section 80b-1 et seq.),

(2 the condition in paragraph (b) of Rule 205-3 (17 CFR 275.205-3(b)) is satisfied (for

purposes of this subsection (b), the definition in paragraph (d) of Rule 205-3 shdl apply), and

3 full disclosure of dl materid information regarding the proposed compensation

arangement is provided to each qudified client prior to entering into the contract; or

{b) (c) toaninvestment advisory contract with an inditutiond investor as defined in subdivision
(i) of Section 25102 of the Code or in Section 260.102.10 or Section 260.105.14 of these Rules,

excluding for the purposes of this section any pendion or profit sharing plan with gross assets of less than

18
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$100,000,000 according to its most recent audited financia statement; or

{e) (d) totheextenson, renewd or performance of any investment advisory contract which, at
the time it was entered into met the conditions of this Section 260.234 as then in effect or which was
approved by order of the Commissioner.

NOTE: Authority cited: Sections 25234(a) and 25610, Corporations Code. Reference: Section
25234, Corporations Code.

5. Section 260.241 is amended to read:

260.241. Books and Records of Broker-Dedlers

@ Every licensed broker-deder shal make and keep current and accurate the following

books and records relating to its business, and provide the Commissioner or his or her designee,

complete access and opportunity to make copies of:

(@D} Blotters (or other records of origina entry) containing an itemized daily record of al
purchases and sdes of securities, dl recaipts and deliveries of securities (including certificate numbers),
al receipts and disbursements of cash and al other debits and credits. Such records shall show the
account for which each such transaction was effected, the name and amount of securities, the unit and
aggregate purchase or sde price (if any), the trade date, and the name or other designation of the
person from whom purchased or received or to whom sold or delivered.

(2) Ledgers (or other records) reflecting al asset, liability, income, expense, and capital
accounts.

(3) Ledger accounts (or other records) itemizing separatdly as to each cash and margin account
of every customer, and of such broker-dedler and partners thereof, dl purchases, sales, receipts and
deliveries of securities for such account and al other debits and credits to such account.

(4) Ledgers (or other records) reflecting the following:
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(A) Securitiesin trandfer;

(B) Dividends and interest received;

(C) Securities borrowed and securities |oaned;

(D) Monies borrowed and monies |oaned (together with arecord of the collaterd therefor and
any subgtitutions in such collaterd);

(E) Securitiesfailed to receive and failed to ddiver; and

(vi) All long and dl short stock record differences arisng from the examination, count,
verification and comparison, pursuant to Rule 260.241.2 and Rule 260.241.6 of these rules (by date of
examination, count, verification and comparison showing for each security the number of shareslong or
short count difference).

(5) A securities record or ledger reflecting separately for each security as of the clearance dates
al "long" or "short" positions (including securities in safekeeping) carried by such broker-dedler for its
account or for the account of its customers or partners and showing the location of al securities long
and the offsatting positions to dl securities short, including long security count differences classified by
the date of the physical count and verification in which they were discovered, and in dl casesthe name
or designation of the account in which each pogtion is carried.

(6) A memorandum of each brokerage order, and of any other instruction, given or received for
the purchase or sdle of securities, whether executed or unexecuted. Such memorandum shal show the
terms and conditions of the order or instructions and of any modification or cancellation thereof, the
account for which entered, the time of entry, the price a which executed and, to the extent feasible, the
time of execution or cancellation. Orders entered pursuant to the exercise of a discretionary power by
such broker-dedler, or any agent or employee thereof, shal be so designated.

For the purposes of this Clause (6), the following definitions apply:
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() "Ingtruction” includes ingtructions between partners, agents, and employees of a broker-
dedler.

(i) "Time of entry" means the time when such broker-deder tranamits the order or indruction
for execution or, if it is not so tranamitted, the time when it is received.

(7) A memorandum of each purchase and sale of securities for the account of such broker-
dedler showing the price and, to the extent feasible, the time of execution; and, in addition, where such
purchase or sde iswith a cusomer other than a broker-deder, amemorandum of each order received
showing the time of receipt, the terms and conditions of the order, and the account in which it was
entered.

(8) Copies of confirmations of al purchases and saes of securities and copies of notices of al
other debits and credits for securities, cash and other items for the account of customers and partners of
such broker-dealer.

(9) A record in respect of each cash and margin account with such broker-dealer containing the
name and address of the beneficid owner of such account and, in the case of a margin account, the
sgnature of such owner; provided, however, that in the case of ajoint account or an account of a
corporation, such records are required only in respect of the person or persons authorized to transact
business for such account.

(10) A record of al puts, calls, spreads, straddles and other options in which such broker-
dedler has any direct or indirect interest or which such broker-dedler has granted or guaranteed,
containing, a leadt, an identification of the security and the number of unitsinvolved.

(11) A record of the proof of money baances of dl ledger accountsin the form of trid balances
and arecord of the computation of aggregate indebtedness and net capitd as of the trid balance date

pursuant to Rule 15¢3-1 under the Securities Exchange Act of 1934 (17 CFR 240.15¢3-1); provided,
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however, that such computation need not be made by

(A) any broker-dealer unconditionally exempt from Rule 15¢3-1 by subparagraph (b)(1) or
(b)(3) thereof; and

(B) any member in good standing of anationa securities exchange who acts as afloor broker
(and whose activities do not require compliance with other provisons of Rule 15¢3-1) and who elects
to comply with the financia responsibility standards of subparagraph (b)(2) of Rule 15¢3-1; and

(C) any broker-dealer eecting to operate pursuant to subsection (f) of Rule 15¢3-1, who shall
make a record of the computations as set forth in said subsection (f). Such tria balances and
computations shall be prepared currently at least once a month.

(12) A properly executed Uniform Application for Securities Indusiry Registration or Transfer
Form ("Form U-4") for each agent employed.

If such agent has been registered as a representative of such broker-dedler or such person's
employment has been gpproved by the Nationd Association of Securities Dedlers Regulation, Inc., or
the New Y ork Stock Exchange, the American Stock Exchange, or the Pecific Steek Exchange, Inc.,
the retention of afull, correct and complete copy of any and al gpplications for such regigtration or
gpprova shal satisfy the requirements of this Clause (12).

(13) A properly executed Uniform Termination Notice for Securities Industry Registration
("Form U-5") for each agent terminated.

(24) A current copy of Form U-4 and (when applicable) Form U-5 shal be maintained in this
date at the location listed on Form U-4 as the Office of Employment.

(b) (1) This section does not require amember of the New Y ork Stock Exchange, the
American Stock Exchange, or the Pacific Steek Exchange, Inc. or alicensed broker-desler who

transacts a business in securities through the medium of any such member to make or keep such records
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of transactions cleared for such member or broker-deder as are customarily made and kept by a
clearing, broker-dedler pursuant to the requirements of paragraph (&) of this section and of Section
260.241.1 of these rules; provided that the clearing broker-deder has and maintains net capita of not
less than $25,000 and is otherwise in compliance with Rule 15¢3-1 (17 CFR 240.15¢3-1).

(2) This section shdl not be deemed to require amember of the New Y ork Stock Exchange,
the American Stock Exchange, or the Pecific Steek Exchange, Inc., or alicensed broker-dedler who
transacts abusnessin securities through the medium of any such member, to make or keep such
records of transactions cleared for such member or broker-dealer by abank as are customarily made
and kept by aclearing broker-dealer pursuant to the requirements of Sections 260.241 and 260.241.1
of these rules, provided that such member or broker-dedler obtains from such bank an agreement, in
writing, to the effect that the records made and kept by such bank are the property of the member or
broker-dedler, and that such books and records are available for examination by representatives of the
Commissioner as specified in Section 25241 of the Code, and that it will furnish to the Commissoner,
upon demand, a such place designated in such demand, true, correct, complete and current copies of
any or, dl of such records.

Nothing herein contained shdl be deemed to relieve such member or broker-dedler from the
responsibility that such books and records be accurate and maintained and preserved as specified in
Sections 260.241 and 260.241.1 of theserules.

(¢) This section does not require a broker-dealer to make or keep such records as are required
by subsection (a) of this section reflecting the sale of United States Tax Savings Notes, United States
Defense Savings Stamps, or United States Defense Savings Bonds, SeriesE, F
and G.

(d) The records specified in subsection (a) of this section shal not be required with respect to
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any cash transaction of $100.00 or lessinvolving only subscription rights or warrants which by their
terms expire within 90 days after the issuance thereof.

Note: Authority cited: Sections 25241 and 25610, Corporations Code. Reference: Section
25241, Corporations Code.

o0o
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