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§551.140

If you effect a securities transaction . . .

Then you may electto . . .

(e) For an account in which you exercise in-
vestment discretion in an agency capacity.

(f) For a common or collective investment fund

Give or send each customer a written itemized statement specifying the funds
and securities in your custody or possession and all debits, credits, and
transactions in the customer’s account. You must provide this information to
the customer not less than once every three months. You must give or send
the registered broker-dealer confirmation described in §551.80 or the written
notice described in §551.90 within a reasonable time after a customer’s writ-
ten request.

(1) Give or send to a customer who invests in the fund a copy of the annual fi-
nancial report of the fund, or

(2) Notify the customer that a copy of the report is available and that you will
furnish the report within a reasonable time after a written request by a per-
son to whom a regular periodic accounting would ordinarily be rendered with

respect to each participating account.

§551.110 May I provide a notice elec-
tronically?

You may provide any written notice
required under this subpart B elec-
tronically. If a customer has a fac-
simile machine, you may send the no-
tice by facsimile transmission. You
may use other electronic communica-
tions if:

(a) The parties agree to use elec-
tronic instead of hard copy notices;

(b) The parties are able to print or
download the notice;

(c) Your electronic communications
system cannot automatically delete
the electronic notice; and

(d) Both parties are able to receive
electronic messages.

§551.120 May I charge a fee for a no-
tice?

You may not charge a fee for pro-
viding a notice required under this sub-
part B, except that you may charge a
reasonable fee for the notices provided
under §§551.100(a), (d), and (e).

Subpart C—Settlement of
Securities Transactions

§551.130 When must I settle a securi-
ties transaction?

(a) You may not effect or enter into
a contract for the purchase or sale of a
security that provides for payment of
funds and delivery of securities later
than the latest of:

(1) The third business day after the
date of the contract. This deadline is
no later than the fourth business day
after the contract for contracts involv-
ing the sale for cash of securities that
are priced after 4:30 p.m. Eastern
Standard Time on the date the securi-

ties are priced and are sold by an issuer
to an underwriter under a firm com-
mitment underwritten offering reg-
istered under the Securities Act of 1933,
15 U.S.C. 77a, et seq., or are sold by you
to an initial purchaser participating in
the offering;

(2) Such other time as the SEC speci-
fies by rule (see SEC Rule 15c6-1, 17
CFR 240.15c6-1); or

(3) Such time as the parties expressly
agree at the time of the transaction.
The parties to a contract are deemed to
have expressly agreed to an alternate
date for payment of funds and delivery
of securities at the time of the trans-
action for a contract for the sale for
cash of securities under a firm commit-
ment offering, if the managing under-
writer and the issuer have agreed to
the date for all securities sold under
the offering and the parties to the con-
tract have not expressly agreed to an-
other date for payment of funds and de-
livery of securities at the time of the
transaction.

(b) The deadlines in paragraph (a) of
this section do not apply to the pur-
chase or sale of limited partnership in-
terests that are not listed on an ex-
change or for which quotations are not
disseminated through an automated
quotation system of a registered secu-
rities association.

Subpart D—Securities Trading
Policies and Procedures

§551.140 What policies and procedures
must I maintain and follow for se-
curities transactions?

If you effect securities transactions
for customers, you must maintain and
follow policies and procedures that
meet all of the following requirements:
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§551.150

(a) Your policies and procedures must
assign responsibility for the super-
vision of all officers or employees who:

(1) Transmit orders to, or place or-
ders with, registered broker-dealers;

(2) Execute transactions in securities
for customers; or

(3) Process orders for notice or settle-
ment purposes, or perform other back
office functions for securities trans-
actions that you effect for customers.
Policies and procedures for personnel
described in this paragraph (a)(3) must
provide supervision and reporting lines
that are separate from supervision and
reporting lines for personnel described
in paragraphs (a)(1) and (2) of this sec-
tion.

(b) Your policies and procedures must
provide for the fair and equitable allo-
cation of securities and prices to ac-
counts when you receive orders for the
same security at approximately the
same time and you place the orders for
execution either individually or in
combination.

(c) Your policies and procedures must
provide for securities transactions in
which you act as agent for the buyer
and seller (crossing of buy and sell or-
ders) on a fair and equitable basis to
the parties to the transaction, where
permissible under applicable law.

(d) Your policies and procedures must
require your officers and employees to
file the personal securities trading re-
ports described at §551.150, if the officer
or employee:

(1) Makes investment recommenda-
tions or decisions for the accounts of
customers;

(2) Participates in the determination
of these recommendations or decisions;
or

(3) In connection with their duties,
obtains information concerning which
securities you intend to purchase, sell,
or recommend for purchase or sale.

§551.150 How do my officers and em-
ployees file reports of personal se-
curities trading transactions?

An officer or employee described in
§551.140(d) must report all personal
transactions in securities made by or
on behalf of the officer or employee if
he or she has a beneficial interest in
the security.
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(a) Contents and filing of report. The
officer or employee must file the report
with you no later than 30 calendar days
‘after the end of each calendar quarter.
The report must include the following
information:

(1) The date of each transaction, the
title and number of shares, the interest
rate and maturity date (if applicable),
and the principal amount of each secu-
rity involved.

(2) The nature of each transaction
(i.e., purchase, sale, or other type of ac-
quisition or disposition).

(3) The price at which each trans-
action was effected.

(4) The name of the broker, dealer, or
other intermediary effecting the trans-
action.

(5) The date the officer or employee
submitted the report.

(b) Report not required for certain
transactions. Your officer or employee
is not required to report a transaction
if:

(1) He or she has no direct or indirect
influence or control over the account
for which the transaction was effected
or over the securities held in that ac-
count;

(2) The transaction was in shares
issued by an open-end investment com-
pany registered under the Investment
Company Act of 1940;

(3) The transaction was in direct obli-
gations of the government of the
United States;

(4) The transaction was in bankers’
acceptances, bank certificates of de-
posit, commercial paper or high qual-
ity short term debt instruments, in-
cluding repurchase agreements; or

(5) The officer or employee had an ag-
gregate amount of purchases and sales
of $10,000 or less during the calendar
quarter.

(c) Alternate report. When you act as
an investment adviser to an invest-
ment company registered under the In-
vestment Company Act of 1940, an offi-
cer or employee that is an ‘‘access per-
son’” may fulfill his or her reporting re-
quirements under this section by filing
with you the ‘‘access person’ personal
securities trading report required by
SEC Rule 17j-1(d), 17 CFR 270.17j-1(d).

[67 FR 76299, Dec. 12, 2002, as amended at 72
FR 30474, June 1, 2007]
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