C®SMOS

Mavigate the Compliance Universe

15 U.S. Code § 780-3

Registered securities associations

(a) Registration; application

An association of brokers and dealers may be registered as a national securities association pursuant to
subsection (b), or as an affiliated securities association pursuant to subsection (d), under the terms and
conditions hereinafter provided in this section and in accordance with the provisions of section 78s(a) of this
title, by filing with the Commission an application for registration in such form as the Commission, by rule,
may prescribe containing the rules of the association and such other information and documents as the
Commission, by rule, may prescribe as necessary or appropriate in the public interest or for the protection of
investors.

(b) Determinations by Commission requisite to registration of applicant as
national securities association

An association of brokers and dealers shall not be registered as a national securities association unless the
Commission determines that—

(1) By reason of the number and geographical distribution of its members and the scope of their transactions,
such association will be able to carry out the purposes of this section.

(2) Such association is so organized and has the capacity to be able to carry out the purposes of this chapter
and to comply, and (subject to any rule or order of the Commission pursuant to section 78q(d) or 78s(g)(2) of
this title) to enforce compliance by its members and persons associated with its members, with the
provisions of this chapter, the rules and regulations thereunder, the rules of the Municipal Securities
Rulemaking Board, and the rules of the association.

(3) Subject to the provisions of subsection (g) of this section, the rules of the association provide that any
registered broker or dealer may become a member of such association and any person may become
associated with a member thereof.

(4) The rules of the association assure a fair representation of its members in the selection of its directors
and administration of its affairs and provide that one or more directors shall be representative of issuers and
investors and not be associated with a member of the association, broker, or dealer.

(5) The rules of the association provide for the equitable allocation of reasonable dues, fees, and other
charges among members and issuers and other persons using any facility or system which the association
operates or controls.

(6) The rules of the association are designed to prevent fraudulent and manipulative acts and practices, to
promote just and equitable principles of trade, to foster cooperation and coordination with persons engaged
in regulating, clearing, settling, processing information with respect to, and facilitating transactions in
securities, to remove impediments to and perfect the mechanism of a free and open market and a national
market system, and, in general, to protect investors and the public interest; and are not designed to permit
unfair discrimination between customers, issuers, brokers, or dealers, to fix minimum profits, to impose any
schedule or fix rates of commissions, allowances, discounts, or other fees to be charged by its members, or to
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regulate by virtue of any authority conferred by this chapter matters not related to the purposes of this
chapter or the administration of the association.

(7) The rules of the association provide that (subject to any rule or order of the Commission pursuant to
section 78q(d) or 78s(g)(2) of this title) its members and persons associated with its members shall be
appropriately disciplined for violation of any provision of this chapter, the rules or regulations thereunder,
the rules of the Municipal Securities Rulemaking Board, or the rules of the association, by expulsion,
suspension, limitation of activities, functions, and operations, fine, censure, being suspended or barred from
being associated with a member, or any other fitting sanction.

(8) The rules of the association are in accordance with the provisions of subsection (h) of this section, and, in
general, provide a fair procedure for the disciplining of members and persons associated with members, the
denial of membership to any person seeking membership therein, the barring of any person from becoming
associated with a member thereof, and the prohibition or limitation by the association of any person with
respect to access to services offered by the association or a member thereof.

(9) The rules of the association do not impose any burden on competition not necessary or appropriate in
furtherance of the purposes of this chapter.

(10) The requirements of subsection (c), insofar as these may be applicable, are satisfied.

(11) The rules of the association include provisions governing the form and content of quotations relating to
securities sold otherwise than on a national securities exchange which may be distributed or published by
any member or person associated with a member, and the persons to whom such quotations may be supplied.
Such rules relating to quotations shall be designed to produce fair and informative quotations, to prevent
fictitious or misleading quotations, and to promote orderly procedures for collecting, distributing, and
publishing quotations.

(12) The rules of the association to promote just and equitable principles of trade, as required by paragraph
(6), include rules to prevent members of the association from participating in any limited partnership rollup
transaction (as such term is defined in paragraphs (4) and (5) of section 78n(h) of this title) unless such
transaction was conducted in accordance with procedures designed to protect the rights of limited partners,
including—
(A) the right of dissenting limited partners to one of the following:
(i) an appraisal and compensation;
(ii) retention of a security under substantially the same terms and conditions as the original issue;

(iii) approval of the limited partnership rollup transaction by not less than 75 percent of the outstanding
securities of each of the participating limited partnerships;

(iv) the use of a committee that is independent, as determined in accordance with rules prescribed by the
association, of the general partner or sponsor, that has been approved by a majority of the outstanding
securities of each of the participating partnerships, and that has such authority as is necessary to protect
the interest of limited partners, including the authority to hire independent advisors, to negotiate with
the general partner or sponsor on behalf of the limited partners, and to make a recommendation to the
limited partners with respect to the proposed transaction; or

(v) other comparable rights that are prescribed by rule by the association and that are designed to protect
dissenting limited partners;

(B) the right not to have their voting power unfairly reduced or abridged;

(C) the right not to bear an unfair portion of the costs of a proposed limited partnership rollup transaction
that is rejected; and

(D) restrictions on the conversion of contingent interests or fees into non-contingent interests or fees and
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restrictions on the receipt of a non-contingent equity interest in exchange for fees for services which have
not yet been provided.

As used in this paragraph, the term “dissenting limited partner” means a person who, on the date on
which soliciting material is mailed to investors, is a holder of a beneficial interest in a limited partnership
that is the subject of a limited partnership rollup transaction, and who casts a vote against the transaction
and complies with procedures established by the association, except that for purposes of an exchange or
tender offer, such person shall file an objection in writing under the rules of the association during the
period in which the offer is outstanding.
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