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(2) Control means the power to direct
or cause the direction of the manage-
ment or policies of a company whether
through ownership of securities, by
contract or otherwise; Provided, how-
ever, That:

(i) Any person who, directly or indi-
rectly, (A) has the right to vote 25 per-
cent or more of the voting securities,
(B) is entitled to receive 25 percent or
more of the net profits, or (C) is a di-
rector (or person occupying a similar
status or performing similar functions)
of a company shall be presumed to be a
person who controls such company;

(ii) Any person not covered by para-
graph (b)(2)(i) of this section shall be
presumed not to be a person who con-
trols such company; and

(iii) Any presumption may be rebut-
ted on an appropriate showing.

(Secs. 3, 6, 19, 23, 48 Stat. 882, 885, 898, as
amended (15 U.S.C. 78c, 78f, 78s, T8w); sec.
15A, 52 Stat. 1070, as amended (15 U.S.C. 780-
3)

[41 FR 51808, Nov. 24, 1976]

§240.19h-1 Notice by a self-regulatory
organization of proposed admission
to or continuance in membership or
participation or association with a
member of any person subject to a
statutory disqualification, and ap-
plications to the Commission for re-
lief therefrom.

(a) Notice of admission or continuance
notwithstanding a statutory disqualifica-
tion. (1) Any self-regulatory organiza-
tion proposing, conditionally or uncon-
ditionally, to admit to, or continue any
person in, membership or participation
or (in the case of a national securities
exchange or registered securities asso-
ciation) association with a member,
notwithstanding a statutory disquali-
fication, as defined in section 3(a)(39) of
the Act, with respect to such person,
shall file a notice with the Commission
of such proposed admission or continu-
ance. If such disqualified person has
not consented to the terms of such pro-
posal, notice of the organization’s ac-
tion shall be filed pursuant to rule 19d-
1 under the Act and not this rule.

(2) With respect to a person associ-
ated with a member of a national secu-
rities exchange or registered securities
association, notices need be filed with
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the Commission pursuant to this rule
only if such person:

(i) Controls such member, is a gen-
eral partner or officer (or person occu-
pying a similar status or performing
similar functions) of such member, is
an employee who, on behalf of such
member, is engaged in securities adver-
tising, public relations, research, sales,
trading, or training or supervision of
other employees who engage or propose
to engage in such activities, except
clerical and ministerial persons en-
gaged in such activities, or is an em-
ployee with access to funds, securities
or books and records, or

(ii) Is a broker or dealer not reg-
istered with the Commission, or con-
trols such (unregistered) broker or
dealer or is a general partner or officer
(or person occupying a similar status
or performing similar functions) of
such broker or dealer.

(3) A notice need not be filed with the
Commission pursuant to this rule if:

(i) The person subject to the statu-
tory disqualification is already a par-
ticipant in, a member of, or a person
associated with a member of, a self-
regulatory organization, and the terms
and conditions of the proposed admis-
sion by another self-regulatory organi-
zation are the same in all material re-
spects as those imposed or not dis-
approved in connection with such per-
son’s prior admission or continuance
pursuant to an order of the Commis-
sion under paragraph (d) of this section
or other substantially equivalent writ-
ten communication.

(ii) The self-regulatory organization
finds, after reasonable inquiry, that ex-
cept for the identity of the employer
concerned, the terms and conditions of
the proposed admission or continuance
are the same in all material respects as
those imposed or not disapproved in
connection with a prior admission or
continuance of the person subject to
the statutory disqualification pursuant
to an order of the Commission under
paragraph (d) of this section or other
substantially equivalent written com-
munication and that there is no inter-
vening conduct or other circumstance
that would cause the employment to be
inconsistent with the public interest or
the protection of investors;
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(iii) The disqualification consists of
(A) an injunction from engaging in any
action, conduct, or practice specified in
section 15(b)(4)(C) of the Act, which in-
junction was entered 10 or more years
prior to the proposed admission or con-
tinuance—Provided, however, That in
the case of a final or permanent injunc-
tion which was preceded by a prelimi-
nary injunction against the same per-
son in the same court proceeding, such
ten-year period shall begin to run from
the date of such preliminary injunc-
tion—and/or (B) a finding by the Com-
mission or a self-regulatory organiza-
tion of a willful violation of the Act,
the Securities Act of 1933, the Invest-
ment Advisers Act of 1940, the Invest-
ment Company Act of 1940, or a rule or
regulation under one or more of such
Acts and the sanction for such viola-
tion is no longer in effect;

(iv) The disqualification previously
(A) was a basis for the institution of an
administrative proceeding pursuant to
a provision of the federal securities
laws, and (B) was considered by the
Commission in determining a sanction
against such person in the proceeding;
and the Commission concluded in such
proceeding that it would not restrict or
limit the future securities activities of
such person in the capacity now pro-
posed or, if it imposed any such restric-
tions or limitations for a specified time
period, such time period has elapsed;

(v) The disqualification consists of a
court order or judgment of injunction
or conviction, and such order or judg-
ment (A) expressly includes a provision
that, on the basis of such order or judg-
ment, the Commission will not insti-
tute a proceeding against such person
pursuant to section 15(b) or 15B of the
Act or that the future securities activi-
ties of such persons in the capacity
now proposed will not be restricted or
limited or (B) includes such restric-
tions or limitations for a specified time
period and such time period has
elapsed; or

(vi) In the case of a person seeking to
become associated with a broker or
dealer or municipal securities dealer,
the Commission has previously con-
sented to such proposed association
pursuant to section 15(b)(6) or 15B(c)(4)
of the Act.

§240.19h-1

In the case of an admission to member-
ship, participation, or association, if an
exception provided for in this para-
graph (a)(3) is applicable, the self-regu-
latory organization shall, pursuant to
its rules, determine when the admis-
sion to membership, participation, or
association shall become effective.

(4) If a self-regulatory organization
determines to admit to, or continue
any person in, membership, participa-
tion, or association with a member
pursuant to an exception from the no-
tice requirements provided in para-
graph (a)(3)(ii), (iv) or (v) of this sec-
tion, such organization shall, within 14
calendar days of its making of such de-
termination, furnish to the Commis-
sion, by letter, a notification setting
forth, as appropriate:

(i) The name of the person subject to
the statutory disqualification;

(ii) The name of the person’s prospec-
tive and immediately preceding em-
ployers who are (were) brokers or deal-
ers or municipal securities dealers;

(iii) The name of the person’s pro-
spective supervisor(s);

(iv) The respective places of such em-
ployments as reflected on the records
of the self-regulatory organization;

(v) If applicable, the findings of the
self-regulatory organization referred to
in paragraph (a)(3)(ii) of this section
and the nature (including relevant
dates) of the previous Commission or
court determination referred to in
paragraph (a)(3)(iv) or (v) of this sec-
tion; and

(vi) An identification of any other
self-regulatory organization which has
indicated its agreement with the terms
and conditions of the proposed admis-
sion or continuance;

(5) If a notice or notification has been
previously filed or furnished pursuant
to this rule by a self-regulatory organi-
zation, any other such organization
need not file or furnish a separate no-
tice or notification pursuant to this
rule with respect to the same matter if
such other organization agrees with
the terms and conditions of the mem-
bership, participation or association
reflected in the notice or notification
so filed or furnished, and such agree-
ment is set forth in the notice or noti-
fication.
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(6) The notice requirements of sec-
tions 6(c)(2), 15A(g)(2), and 17A(b)(4)(A)
of the Act concerning an action of a
self-regulatory organization subject to
one (or more) of such sections and this
paragraph (a) shall be satisfied by a no-
tice with respect to such action filed in
accordance with paragraph (c) of this
section.

(7) The Commission, by written no-
tice to a self-regulatory organization
on or before the thirtieth day after re-
ceipt of a notice under this Rule, may
direct that such organization not
admit to membership, participation, or
association with a member any person
who is subject to a statutory disquali-
fication for a period not to exceed an
additional 60 days beyond the initial 30
day notice period in order that the
Commission may extend its consider-
ation of the proposal; Provided, how-
ever, That during such extended period
of consideration, the Commission will
not direct the self-regulatory organiza-
tion to bar the proposed admission to
membership, participation or associa-
tion with a member pursuant to sec-
tion 6(c)(2), 15A(2)(2), or 1TA(b)(4)(A) of
the Act, and the Commission will not
institute proceedings pursuant to sec-
tion 15(b) or 156B of the Act on the basis
of such disqualification if the self-regu-
latory organization has permitted the
admission to membership, participa-
tion or association with a member, on
a temporary basis, pending a final
Commission determination.

(b) Preliminary notifications. Promptly
after receiving an application for ad-
mission to, or continuance in, partici-
pation or membership in, or associa-
tion with a member of, a self-regu-
latory organization which would be re-
quired to file with the Commission a
notice thereof pursuant to paragraph
(a) of this section if such admission or
continuance is ultimately proposed by
such organization, the organization
shall file with the Commission a notifi-
cation of such receipt. Such notifica-
tion shall include, as appropriate:

(1) The date of such receipt;

(2) The names of the person subject
to the statutory disqualification and
the prospective employer concerned to-
gether with their respective last known
places of residence or business as re-
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flected on the records of the organiza-
tion;

(3) The basis for any such disquali-
fication including (if based on a prior
adjudication) a copy of the order or de-
cision of the court, the Commission, or
the self-regulatory organization which
adjudicated the matter giving rise to
the disqualification; and

(4) The capacity in which the person
concerned is proposed to be employed.

(c) Contents of motice of admission or
continuance. A notice filed with the
Commission pursuant to paragraph (a)
of this section shall contain the fol-
lowing, as appropriate:

(1) The name of the person concerned
together with his last known place of
residence or business as reflected on
the records of the self-regulatory orga-
nization;

(2) The basis for any such disquali-
fication from membership, participa-
tion or association including (if based
on a prior adjudication) a copy of the
order or decision of the court, the Com-
mission or the self-regulatory organi-
zation which adjudicated the matter
giving rise to such disqualification;

(3) In the case of an admission, the
date upon which it is proposed by the
organization that such membership,
participation or association shall be-
come effective, which shall be not less
than 30 days from the date upon which
the Commission receives the notice;

(4) A description by or on behalf of
the person concerned of the activities
engaged in by the person since the dis-
qualification arose, the prospective
business or employment in which the
person plans to engage and the manner
and extent of supervision to be exer-
cised over and by such person. This de-
scription shall be accompanied by a
written statement submitted to the
self-regulatory organization by the
proposed employer setting forth the
terms and conditions of such employ-
ment and supervision. The description
also shall include (i) the qualifications,
experience and disciplinary records of
the proposed supervisors of the person
and their family relationship (if any)
to that person; (ii) the findings and re-
sults of all examinations conducted,
during the two years preceding the fil-
ing of the notice, by self-regulatory or-
ganizations of the main office of the
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proposed employer and of the branch
office(s) in which the employment will
occur or be subject to supervisory con-
trols; (iii) a copy of a completed Form
U-4 with respect to the proposed asso-
ciation of such person and a certifi-
cation by the self-regulatory organiza-
tion that such person is fully qualified
under all applicable requirements to
engage in the proposed activities; and
(iv) the name and place of employment
of any other associated person of the
proposed employer who is subject to a
statutory disqualification (other than
a disqualification specified in para-
graph (a)(3)(iii) of this section);

(5) If a hearing on the matter has
been held by the organization, a cer-
tified record of the hearing together
with copies of any exhibits introduced
therein;

(6) All written submissions not in-
cluded in a certified oral hearing
record which were considered by the
organization in its disposition of the
matter;

(7) An identification of any other
self-regulatory organization which has
indicated its agreement with the terms
and conditions of the proposed admis-
sion or continuance;

(8) All information furnished in writ-
ing to the self-regulatory organization
by the staff of the Commission for con-
sideration by the organization in its
disposition of the matter or the incor-
poration by reference of such informa-
tion, and a statement of the organiza-
tion’s views thereon; and

(9) Such other matters as the organi-
zation or person deems relevant.

If the notice contains assertions of ma-
terial facts not a matter of record be-
fore the self-regulatory organization,
such facts shall be sworn to by affi-
davit of the person or organization of-
fering such facts for Commission con-
sideration. The notice may be accom-
panied by a brief.

(d) Application to the Commission for
relief from certain statutory disqualifica-
tions. The filing of a notice pursuant to
paragraph (a) of this section shall nei-
ther affect nor foreclose any action
which the Commission may take with
respect to such person pursuant to the
provisions of section 15(b), 156B or 19(h)
of the Act or any rule thereunder. Ac-
cordingly, a notice filed pursuant to

§240.19h-1

paragraph (a) of this section with re-
spect to the membership, participation,
or association of any person subject to
an ‘‘applicable disqualification,” as de-
fined in paragraph (f) of this section,
may be accompanied by an application
by or on behalf of the person concerned
to the Commission for an order declar-

ing, as applicable, that notwith-
standing such disqualification, the
Commission:

(1) Will not institute proceedings pur-
suant to section 15(b)(1)(B), 15(b)(4),
15(b)(6), 156B(a)(2), 15B(c)(2), 19(h)(2) or
19(h)(3) of the Act if such person seeks
to obtain or continue registration as a
broker or dealer or municipal securi-
ties dealer or association with a broker
or dealer or municipal securities dealer
so registered, or membership or par-
ticipation in a self-regulatory organi-
zation;

(2) Will not direct otherwise, as pro-
vided in section 6(c)(2), 15A(g)(2) or
17A(b)(4)(A) of the Act; and

(3) Will deem such person qualified
pursuant to Rule G—4 of the Municipal
Securities Rulemaking Board under
the Act.

If a Commission consent is required in
order to render a proposed association
lawful under section 15(b)(6) or
156B(c)(4) of the Act, an application by
or on behalf of the person seeking such
consent shall accompany the notice of
the proposed association filed pursuant
to paragraph (a) of this section. The
Commission may, in its discretion and
subject to such terms and conditions as
it deems necessary, issue such an order
and consent should the Commission de-
termine not to object to the position of
the self-regulatory organization set
forth in the notice or application; Pro-
vided, however, That nothing herein
shall foreclose the right of any person,
at his election, to apply directly to the
Commission for such consent, if he
makes such application pursuant to
the terms of an existing order of the
Commission under section 15(b)(6) or
15B(c)(4) of the Act limiting his asso-
ciation with a broker or dealer or mu-
nicipal securities dealer but explicitly
granting him such a right to apply for
entry or reentry at a later time.

(e) Contents of application to the Com-
mission. An application to the Commis-
sion pursuant to paragraph (d) of this
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section shall consist of the following,
as appropriate:

(1) The name of the person subject to
the disqualification together with his
last known place of residence or busi-
ness as reflected on the records of the
self-regulatory organization;

(2) A copy of the order or decision of
the court, the Commission or the self-
regulatory organization which adju-
dicated the matter giving rise to such
‘“‘applicable disqualification’’;

(3) The nature of the relief sought
and the reasons therefor;

(4) A description of the activities en-
gaged in by the person since the dis-
qualification arose;

(6) A description of the prospective
business or employment in which the
person plans to engage and the manner
and extent of supervision to be exer-
cised over and by such person. This de-
scription shall be accompanied by a
written statement submitted to the
self-regulatory organization by the
proposed employer setting forth the
terms and conditions of such employ-
ment and supervision. The description
also shall include (i) the qualifications,
experience, and disciplinary records of
the proposed supervisors of the person
and their family relationship (f any)
to that person; (ii) the findings and re-
sults of all examinations conducted,
during the two years preceding the fil-
ing of the application, by self-regu-
latory organizations of the main office
of the proposed employer and of the
branch office(s) in which the employ-
ment will occur or be subject to super-
visory controls; (iii) a copy of a com-
pleted Form U-4 with respect to the
proposed association of such person
and a certification by the self-regu-
latory organization that such person is
fully qualified under all applicable re-
quirements to engage in the proposed
activities; and (iv) the name and place
of employment of any other associated
person of the proposed employer who is
subject to a statutory disqualification
(other than a disqualification specified
in paragraph (a)(3)(iii) of this section);

(6) If a hearing on the matter has
been held by the organization, a cer-
tified copy of the hearing record, to-
gether with copies of any exhibits in-
troduced therein;
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(7) All written submissions not in-
cluded in a certified oral hearing
record which were considered by the
organization in its disposition of the
matter;

(8) All information furnished in writ-
ing to the self-regulatory organization
by the staff of the Commission for con-
sideration by the organization in its
disposition of the matter or the incor-
poration by reference of such informa-
tion, and a statement of the organiza-
tion’s views thereon; and

(9) Such other matters as the organi-
zation or person deems relevant.

If the application contains assertions
of material facts not a matter of record
before the organization, such facts
shall be sworn to by affidavit of the
person or organization offering such
facts for Commission consideration.

(f) Definitions. For purposes of this
rule:

(1) The term applicable disqualification
shall mean:

(i) Any effective order of the Com-
mission pursuant to section 15(b) (4) or
(6), 156B(c) (2) or (4) or 19(h) (2) or (3) of
the Act—

(A) Revoking, suspending or placing
limitations on the registration, activi-
ties, functions, or operations of a
broker or dealer;

(B) Suspending, barring, or placing
limitations on the association, activi-
ties, or functions of an associated per-
son of a broker or dealer;

(C) Suspending or expelling any per-
son from membership or participation
in a self-regulatory organization; or

(D) Suspending or barring any person
from being associated with a member
of a national securities exchange or
registered securities association;

(ii) Any conviction of injunction of a
type described in section 15(b)(4) (B) or
(C) of the Act; or

(iii) A failure under the provisions of
Rule G4 of the Municipal Securities
Rulemaking Board under the Act, to
meet qualifications standards, and
such failure may be remedied by a find-
ing or determination by the Commis-
sion pursuant to such rule(s) that the
person affected nevertheless meets
such standards.

(2) The term control shall mean the
power to direct or cause the direction
of the management or policies of a
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company whether through ownership of
securities, by contract or otherwise;
Provided, however, That

(i) Any person who, directly or indi-
rectly, (A) has the right to vote 10 per-
cent or more of the voting securities,
(B) is entitled to receive 10 percent or
more of the net profits, or (C) is a di-
rector (or person occupying a similar
status or performing similar functions)
of a company shall be presumed to be a
person who controls such company;

(ii) Any person not covered by para-
graph (i) shall be presumed not to be a
person who controls such company; and

(iii) Any presumption may be rebut-
ted on an appropriate showing.

(g) Where it deems appropriate to do
so, the Commission may determine
whether to (1) direct, pursuant to sec-
tion 6(c)(2), 15A(g)(2) or 17TA(b)(4)(A) of
the Act, that a proposed admission cov-
ered by a notice filed pursuant to para-
graph (a) of this section shall be denied
or an order barring a proposed associa-
tion issued or (2) grant or deny an ap-
plication filed pursuant to paragraph
(d) of this section on the basis of the
notice or application filed by the self-
regulatory organization, the person
subject to the disqualification, or other
applicant (such as the proposed em-
ployer) on behalf of such person, with-
out oral hearing. Any request for oral
hearing or argument should be sub-
mitted with the notice or application.

(h) The Rules of Practice (17 CFR
part 201) shall apply to proceedings
under this rule to the extent that they
are not inconsistent with this rule.

(15 U.S.C. 78a et seq., as amended by Pub. L.
94-29 (June 4, 1975) and by Pub. L. 98-38 (June
6, 1983), particularly secs. 11A, 15, 19 and 23
thereof (156 U.S.C. 78k-1, 780, 78s and 78w))

[46 FR 58661, Dec. 3, 1981, as amended at 48
FR 53691, Nov. 29, 1983]

INSPECTION AND PUBLICATION OF
INFORMATION FILED UNDER THE ACT

§240.24b-1 Documents to be kept pub-
lic by exchanges.

Upon action of the Commission
granting an exchange’s application for
registration or exemption, the ex-
change shall make available to public
inspection at its offices during reason-
able office hours a copy of the state-
ment and exhibits filed with the Com-

§240.24b-2

mission (including any amendments
thereto) except those portions thereof
to the disclosure of which the exchange
shall have filed objection pursuant to
§240.24b-2 which objection shall not
have been overruled by the Commission
pursuant to section 24(b) of the Act.

(Sec. 24, 48 Stat. 901; 15 U.S.C. 78x)

CROSS REFERENCE: For regulations relating
to registration and exemption of exchanges,
see §§240.6a-1 to 240.6a-3.

[13 FR 8214, Dec. 22, 1948]

§240.24b-2 Nondisclosure of informa-
tion filed with the Commission and
with any exchange.

PRELIMINARY NOTE

Confidential treatment requests shall be
submitted in paper format only, whether or
not the filer is required to submit a filing in
electronic format.

(a) Any person filing any registration
statement, report, application, state-
ment, correspondence, notice or other
document (herein referred to as the
material filed) pursuant to the Act
may make written objection to the
public disclosure of any information
contained therein in accordance with
the procedure set forth below. The pro-
cedure provided in this rule shall be
the exclusive means of requesting con-
fidential treatment of information re-
quired to be filed under the Act.

(b) The person shall omit from mate-
rial filed the portion thereof which it
desires to keep undisclosed (hereinafter
called the confidential portion). In lieu
thereof, it shall indicate at the appro-
priate place in the material filed that
the confidential portion has been so
omitted and filed separately with the
Commission. The person shall file with
the copies of the material filed with
the Commission:

(1) One copy of the confidential por-
tion, marked ‘‘Confidential Treat-
ment,”’” of the material filed with the
Commission. The copy shall contain an
appropriate identification of the item
or other requirement involved and,
notwithstanding that the confidential
portion does not constitute the whole
of the answer, the entire answer there-
to; except that in the case where the
confidential portion is part of a finan-
cial statement or schedule, only the
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