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Chapter 51—Broker-Dealers, Agents, Investment Advisers,
and Investment Adviser Representatives

15 CSR 30-51 [}sn

Title 15—ELECTED OFFICIALS
Division 30—Secretary of State
Chapter 51—Broker-Dealers, Agents,
Investment Advisers, and Investment
Adviser Representatives

15 CSR 30-51.010 General Instructions

PURPOSE: This rule covers general instruc-
tions applicable to persons applying for reg-
istration as broker-dealer, agent, investment
adviser, or investment adviser representative.

(1) Qualifications for Registration. A broker-
dealer, agent, investment adviser, investment
adviser representative, or issuer agent may be
registered or renewed under the Act if the
commissioner finds that the applicant:

(A) Is qualified;

(B) Has sufficient training, knowledge and
experience in the securities business;

(C) Is of good repute and has otherwise
satisfied the requirements of the Act and
these rules; and

(D) Has attained the age of eighteen (18)
years, if the applicant is an individual.

(2) Registered Person Requirement. A bro-
ker-dealer shall have at least one (1) agent
registered in this state. An investment advis-
er shall have at least one (1) investment
adviser representative registered in this state.

(3) Dual Registration of Agents and/or
Investment Adviser Representatives. Any
applicant for registration as agent or invest-
ment adviser representative shall not be reg-
istered as representing more than one (1) bro-
ker-dealer, issuer or investment adviser at
any one (1) time, except as follows:

(A) Where control and management of the
broker-dealers, issuers or investment advisers
are essentially identical; or

(B) Where both broker-dealer(s), issuer(s)
and/or investment adviser(s) have filed a
statement signed by a principal of each firm:

1. Acknowledging the proposed dual
agency;

2. Affirming that there will be no con-
flict of interest; and

3. Assuring the commissioner that the
dual agency will be disclosed to all prospec-
tive customers.

(4) Broker-Dealer with Investment Adviser
or Federal Covered Adviser Capacity. A bro-
ker-dealer, that is not also registered as an
investment adviser or filed as a federal cov-
ered adviser, is not qualified to employ or
supervise investment adviser representatives

unless the broker-dealer has filed a Form
ADV with its initial or renewal registration as
required in 15 CSR 30-51.020(1)(C).

AUTHORITY: sections 409.4-402(e), 409.4-
406(e) and 409.6-605, RSMo Supp. 2003.*
Original rule filed June 25, 1968, effective
Aug. 1, 1968. Amended: Filed May 21, 1969,
effective Aug. 1, 1969. Amended: Filed July
21, 1972, effective Aug. 1, 1972. Amended:
Filed Nov. 15, 1974, effective Nov. 25, 1974.
Emergency amendment filed Aug. 15, 1983,
effective Aug. 29, 1983, expired Dec. 26,
1983. Amended: Filed Aug. 15, 1983, effec-
tive Nov. 11, 1983. Emergency amendment
filed Aug. 4, 1995, effective Aug. 14, 1995,
expired Dec. 11, 1995. Amended: Filed Aug.
4, 1995, effective Jan. 30, 1996. Amended:
Filed Dec. 17, 2001, effective July 30, 2002.
Emergency amendment filed Aug. 27, 2003,
effective Sept. 12, 2003, expired March 9,
2004. Amended: Filed Aug. 28, 2003, effec-
tive Feb. 29, 2004.

*Original authority: 409.4-402, RSMo 2003; 409.4-406,
RSMo 2003; 409.6-605, RSMo 2003.

15 CSR 30-51.020 Applications for Regis-
tration or Notice Filings

PURPOSE: This rule prescribes the informa-
tion to be contained in, and the documents to
accompany applications for registration as
broker-dealer, broker-dealer agent, issuer
agent, investment adviser, and investment
adviser representative, and the notice filing
requirement for federal covered investment
advisers.

(1) Broker-Dealer Application. The applica-
tion for registration as broker-dealer shall
contain the information outlined in section
409.4-406(a) of the Act and in this rule.
National Association of Securities Dealers
(NASD) members must file applications in
accordance with the guidelines of the Central
Registration Depository (CRD) System.

(A) Initial Registration. The following
shall be included in an initial application for
registration:

1. Form BD;

2. Form SBD-1, the Broker-Dealer Affi-
davit;

3. If an NASD member, the most recent
audited financial statements or Form X-17A-
5 FOCUS Report;

4. If not an NASD member, the most
recent certified financial statements;

5. Designation of at least one (1) broker-
dealer agent to be registered in Missouri; and

6. Payment of the filing fee.

(B) Renewal Registration. The following
shall be submitted in a renewal application:
1. If an NASD member, broker-dealer
must submit payment of the filing fee.
2. If not an NASD member, broker-
dealer must submit:
A. The execution page of the Form
BD;
B. Any amendments to the Form BD
not previously filed;
C. A balance sheet prepared within
ninety (90) days of filing;
D. A listing of agents representing the
broker-dealer; and
E. Payment of the filing fee.

(C) Broker-Dealers with Investment Advis-
er or Federal Covered Adviser Capacity. A
broker-dealer, that intends to employ or
supervise investment adviser representatives,
but which is not also registered as an invest-
ment adviser or filed as a federal covered
adviser, shall file a Form ADV with its initial
or renewal application for registration as
required above. Broker-dealers have a con-
tinuing duty to amend this information under
15 CSR 30-51.160.

(2) Broker-Dealer Agent and Issuer Agent
Application. The application for registration
as a broker-dealer agent or issuer agent shall
contain the information outlined in section
409.4-406(a) of the Act and in this rule.
NASD members must file applications in
accordance with the guidelines of the CRD
System.

(A) Initial Registration. The following
shall be included in an initial application for
registration:

1. Form U-4;

2. Payment of the filing fee; and

3. Documentation of qualification under
examination requirements.

(B) Renewal registration of broker-dealer
agents and issuer agents. The following shall
be submitted in a renewal registration:

1. Payment of the filing fee; and

2. If not an agent of an NASD member,
Form SA-1, the Missouri Application for
Renewal Registration as Agent.

(3) Investment Adviser Application. The
application for registration as an investment
adviser shall contain the information outlined
in section 409.4-406(a) of the Act and in this
rule. All applicants must file applications in
accordance with the guidelines of the Invest-
ment Adviser Registration Depository
(IARD) System, unless the commissioner has
granted a hardship exemption under section

6).

MATT BLUNT  (1/30/04)
Secretary of State
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(A) Initial Registration. The following
shall be included in an initial application for
registration:

1. Form ADV;

2. Form SADV-1, the State Covered
Investment Adviser Affidavit and requested
information;

3. Applicant’s current balance sheet pre-
pared within thirty (30) days of filing;

4. A listing of all investment adviser
representatives who will be rendering invest-
ment advice for the firm in this state; and

5. Payment of the filing fee.

(B) Renewal Registration. The following
shall be submitted in a renewal registration:

1. Payment of the filing fee.

(4) Federal Covered Adviser Notice Filing.
The notice filing of a federal covered adviser
transacting business in this state shall be filed
in accordance with the guidelines of the
IARD System and include the following:
(A) Initial Notice Filing. The following
shall be submitted in an initial notice filing:
1. Form ADV; and
2. Payment of filing fee.
(B) Renewal Notice Filing. The following
shall be submitted in a renewal notice filing:
1. Payment of filing fee.

(5) Investment Adviser Representative Appli-
cation. The application for registration as an
investment adviser representative shall con-
tain the information outlined in section
409.4-406(a), RSMo and in this rule. All
applicants must file applications in accor-
dance with the guidelines of the CRD Sys-
tem, unless the commissioner has granted a
hardship exemption under section (6).

(A) Initial Registration. The following
shall be included in an initial application for
registration:

1. Form U-4;

2. Documentation of qualification under
examination requirements; and

3. Payment of filing fee.

(B) Renewal Registration. The following
shall be submitted in a renewal registration:

1. Payment of filing fee.

(6) Hardship Exemption for Investment
Advisers and Investment Adviser Representa-
tives from IARD System and CRD System.

(A) An investment adviser or investment
adviser representative may request a hardship
exemption from applying for registration in
electronic format through the IARD System
or CRD System by filing with the commis-
sioner:

1. Form SADV-SH;

2. Payment of one hundred dollars
($100) filing fee.

(B) The commissioner may grant a hard-
ship exemption if filing an application in
electronic format would subject the applicant
to unreasonable burden or expense.

(7) Amendments to Application. Any amend-
ment of an application pursuant to section
409.4-406(b), RSMo and 15 CSR 30-
51.160(3) shall be filed with the appropriate
form marked AMENDED.

AUTHORITY: sections 409.4-406 and 409.6-
605, RSMo Supp. 2003.* Original rule filed
June 25, 1968, effective Aug. 1, 1968.
Amended: Filed July 21, 1972, effective Aug.
1, 1972. Amended: Filed Nov. 15, 1974,
effective Nov. 25, 1974. Amended: Filed Dec.
19, 1975, effective Dec. 31, 1975. Amended:
Filed Aug. 11, 1978, effective Feb. 11, 1979.
Emergency amendment filed Aug. 15, 1983,
effective Aug. 29, 1983, expired Dec. 26,
1983. Amended: Filed Aug. 15, 1983, effec-
tive Nov. 11, 1983. Amended: Filed Oct. 16,
1986, effective Feb. 12, 1987. Amended:
Filed March 27, 1989, effective June 12,
1989. Amended: Filed July 3, 1989, effective
Sept. 28, 1989. Emergency amendment filed
Aug. 4, 1995, effective Aug. 14, 1995,
expired Dec. 11, 1995. Amended: Filed Aug.
4, 1995, effective Jan. 30, 1996. Amended:
Filed Feb. 27, 1996, effective Aug. 30, 1996.
Rescinded and readopted: Filed Dec. 17,
2001, effective July 30, 2002. Amended: Filed
Feb. 13, 2003, effective Aug. 30, 2003. Emer-
gency amendment filed Aug. 27, 2003, effec-
tive Sept. 12, 2003, expired March 9, 2004.
Amended: Filed Aug. 28, 2003, effective Feb.
29, 2004.

*Original authority: 409.4-406, RSMo 2003; 409.6-605,
RSMo 2003.

15 CSR 30-51.030 Examination Require-
ment

PURPOSE: This rule prescribes the examina-
tion requirements of applicants for registra-
tion as broker-dealer, agent and investment
adviser, and investment adviser representa-
tives.

(1) Every applicant for registration as a bro-
ker-dealer, agent, investment adviser or
investment adviser representative shall pass
the written examinations required by the
National Association of Securities Dealers
(NASD), and this rule.

(2) The following examinations are required
for the following applicants:

(A) Broker-Dealer Agent Application.
General agents of securities broker-dealers
are required to take and pass:

1. The Series 7 examination; and
2. Either Series 63 or the Series 66
examination.

(B) Specialized Agent of a Broker-Dealer
or Issuer Agent Application. Specialized
agents of broker-dealers or issuers are
required to take and pass:

1. The applicable NASD examination;
and

2. Either the Series 63 or the Series 66
examination.

(C) Investment Adviser Representatives
Application. Investment adviser representa-
tives are required to take and pass:

1. The Series 65 examination; or
2. Both the Series 66 and the Series 7
examinations.

(D) Investment Adviser Qualifying Offi-
cers Application. Qualifying officers of
investment advisers are required to take and
pass:

1. The Series 7 examination; and

2. Either the Series 65 or Series 66
examination with a score of at least eighty
percent (80%).

(3) Waiver of Examination Requirement for
Broker-Dealer Agents. The commissioner
may by order grant an agent registration to an
applicant that has not complied with the
examination requirements set forth in 15 CSR
30-51.030(2) if granting the registration is in
the public interest and the applicant is able to
demonstrate exceptional experience in and
knowledge of the securities markets and
applicable regulations, or the broker-dealer
agent has taken and passed the previous
equivalent of the required examination and
has been previously registered as a broker-
dealer agent with the NASD. For agents of
NASD members, unless a proceeding under
section 409.4-412, RSMo has been instituted,
a waiver of the examination requirement by
the NASD shall be deemed a waiver by the
commissioner.

(4) Waiver of Examination Requirement for
Investment Adviser Representatives. The
examination requirement for applicants may
be waived if the examination is not necessary
for the protection of advisory clients. Per-
sons with the following qualifications may
qualify for a waiver of the examination
requirement:

CODE OF STATE REGULATIONS
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(A) Investment Adviser Representatives.
Applicants for Investment Adviser Represen-
tative may qualify for a waiver of the exam-
ination requirement in 15 CSR 30-
51.030(2)(C)2., if the applicant currently
holds one (1) of the following designations:

1. Certified Financial Planner (CFP)
awarded by Certified Financial Planner Board
of Standards, Inc.;

2. Chartered Financial Consultant
(ChFC) awarded by the American College,
Bryn Mawr, Pennsylvania;

3. Personal Financial Specialist (PES)
awarded by the American Institute of Certi-
fied Public Accountants;

4. Chartered Financial Analyst (CFA)
awarded by the Institute of Chartered Finan-
cial Analysts;

5. Chartered Investment Counselor
(CIC) awarded by the Investment Counsel
Association of America, Inc;

6. Certified Investment Management
Consultant (CIMC) awarded by the Institute
for Certified Investment Management Con-
sultants;

7. Certified Investment Management
Analyst (CIMA) awarded by the Investment
Management Consultants Association; or

8. Such other professional designation
as the commissioner may by order recognize.

(B) Investment Adviser Qualifying Offi-
cers. Applicants for investment adviser qual-
ifying officer may qualify for a waiver of the
examination requirement in 15 CSR 30-
51.030(2)(D)2. if the applicant:

1. Had a passing score of at least seven-
ty percent (70%) on either the Series 65 or
Series 66 examination, and provided written
assurance to the commissioner that the
investment adviser firm will be operating as
a sole proprietorship and the applicant will
not be supervising any other representatives
for at least three (3) years;

2. Had a passing score of at least seven-
ty percent (70%) on the previous versions of
either the Series 65 or Series 66 examination,
and has maintained an investment adviser
representative or broker-dealer agent registra-
tion in Missouri or any other jurisdiction for
at least ten (10) years;

3. Had a passing score of at least eighty
percent (80%) on the Series 24, Series 9/10
or its previous equivalent, Series 27, or
Series 63 examination, and has maintained an
investment adviser representative or broker-
dealer agent registration in Missouri or any
other jurisdiction for at least fifteen (15)
years; or

4. Has:

A. Held and maintained one of the
following designations for at least the last ten
(10) years:

(I) Certified Financial Planner
(CFP) awarded by the International Board of
Standards and Practices for Certified Finan-
cial Planners, Inc.;

(II) Chartered Financial Consultant
(ChFC) awarded by the American College,
Bryn Mawr, Pennsylvania;

(IIT) Personal Financial Specialist
(PFS) awarded by the American Institute of
Certified Public Accountants;

(IV) Chartered Financial Analyst
(CFA) awarded by the Institute of Chartered
Financial Analysts;

(V) Chartered Investment Coun-
selor (CIC) awarded by the Investment Coun-
sel Association of America, Inc;

(VI) Certified Investment Manage-
ment Consultant (CIMC) awarded by the
Institute for Certified Investment Manage-
ment Consultants; or

(VII) Certified Investment Manage-
ment Analyst (CIMA) awarded by the Invest-
ment Management Consultants Association;
and

B. Either:

(I) Had a passing score of at least
eighty percent (80%) on the Series 24, Series
9/10 or its previous equivalent, Series 27,
Series 53, or Series 63 examination; or

(II) Has provided written assurance
to the commissioner that the investment
adviser firm will be operating as a sole pro-
prietorship and the applicant will not be
supervising any other representatives for at
least three (3) years.

AUTHORITY: sections 409.4-412(a) and
409.6-605, RSMo Supp. 2003.* Original rule
filed June 25, 1968, effective Aug. 1, 1968.
Amended: Filed May 21, 1969, effective Aug.
1, 1969. Amended: Filed July 21, 1972,
effective Aug. 1, 1972. Amended: Filed Nov.
15, 1974, effective Nov. 25, 1974. Amended:
Filed Dec. 19, 1975, effective Dec. 31, 1975.
Emergency amendment filed Aug. 15, 1983,
effective Aug. 29, 1983, expired Dec. 26,
1983. Amended: Filed Aug. 15, 1983, effec-
tive Nov. 11, 1983. Emergency amendment
filed Aug. 1, 1984, effective Aug. 11, 1984,
expired Nov. 11, 1984. Amended: Filed Aug.
1, 1984, effective Nov. 11, 1984. Amended:
Filed July 3, 1989, effective Sept. 28, 1989.
Emergency amendment filed Aug. 4, 1995,
effective Aug. 14, 1995, expired Dec. 1,
1995. Amended: Filed Aug. 4, 1995, effective
Jan. 30, 1996. Rescinded and readopted:
Filed Dec. 17, 2001, effective July 30, 2002.

Emergency amendment filed Aug. 27, 2003,
effective Sept. 12, 2003, expired March 9,
2004. Amended: Filed Aug. 28, 2003, effec-
tive Feb. 29, 2004.

*Original authority: 409.4-412, RSMo 2003; 409.6-605,
RSMo 2003.

15 CSR 30-51.040 Financial Statements

PURPOSE: This rule prescribes the content
of financial statements filed by persons apply-
ing for registration and by persons registered
as a broker-dealer or as an investment advis-
er.

(1) A financial statement shall consist of a
balance sheet, a profit and loss statement,
statement of change in financial condition,
certified unless otherwise prescribed here-
inafter or permitted by the commissioner.

(2) Every applicant for initial registration as
broker-dealer or investment adviser shall file
a financial statement as follows:

(A) As to initial registration as a
broker-dealer, the applicant shall file a certi-
fied financial statement as of a date within
thirty (30) days prior to the filing; provided if
the applicant has been engaged in business
one (1) year or more, s/he may file a certified
financial statement as of the end of his/her
last fiscal period together with a balance
sheet, which need not be certified, as of a
date within thirty (30) days prior to the filing.
If the annual financial statement is more than
six (6) months old, s/he also shall file a
semi-annual financial statement, which need
not be certified. The semi-annual financial
statement may consist wholly of a completed
FOCUS report for that period and a net cap-
ital computation (FOCUS Report, Form
X-17A-5 (see 15 CSR 30-51.020)), as of the
date of the balance sheet shall accompany the
financial statement; and

(B) As to initial registration as an invest-
ment adviser, the applicant shall file a veri-
fied balance sheet current within thirty (30)
days prior to filing.

AUTHORITY: sections 409.4-411(b) and
409.6-605, RSMo Supp. 2003.* Original rule
filed June 25, 1968, effective Aug. 1, 1968.
Amended: Filed May 21, 1969, effective Aug.
1, 1969. Amended: Filed July 21, 1972,
effective Aug. 1, 1972. Amended: Filed Nov.
15, 1974, effective Nov. 25, 1974. Amended:
Filed Dec. 19, 1975, effective Dec. 31, 1975.
Amended: Filed Aug. 11, 1978, effective Feb.
11, 1979. Emergency amendment filed Aug.
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15, 1983, effective Aug. 29, 1983, expired
Dec. 26, 1983. Amended: Filed Aug. 15,
1983, effective Nov. 11, 1983. Amended:
Filed July 3, 1989, effective Sept. 28, 1989.
Emergency amendment filed Aug. 27, 2003,
effective Sept. 12, 2003, expired March 9,
2004. Amended: Filed Aug. 28, 2003, effec-
tive Feb. 29, 2004.

*Original authority: 409.4-411, RSMo 2003; 409.6-605,
RSMo 2003.

15 CSR 30-51.050 Net Capital Re-
quirements for Broker-Dealers

PURPOSE: This rule prescribes the minimum
net capital and ratio between net capital and
aggregate indebtedness required of registered
broker-dealers.

(1) A broker-dealer registered or required to
be registered under the Missouri Securities
Act of 2003 (the Act) shall maintain net cap-
ital requirements in accordance with rule
15¢3-1 under the Securities Exchange Act of
1934.

(2) The commissioner, by order, which may
apply individually or to a class, may establish
a lower net capital requirement, a lower cash
reserve requirement, or a higher maximum
ratio of aggregate indebtedness to net capital
either unconditionally or upon special terms
or conditions, for a broker-dealer who satis-
fies the commissioner that because of the spe-
cial nature of his/her business and his/her
financial condition and the safeguards that
have been established for the protection of
customers’ funds, investors would not be
adversely affected.

(3) A broker-dealer not in compliance with
the aggregate indebtedness, net capital or
cash reserve requirements shall cease solicit-
ing new business and shall immediately noti-
fy the commissioner in writing.

(4) For the purposes of this rule and to insure
uniform interpretation, the terms aggregate
indebtedness and net capital shall have the
respective meanings as defined in rule 15c3-1
under the Securities Exchange Act of 1934.

AUTHORITY: sections 409.4-411(a) and
409.6-605, RSMo Supp. 2003.* Original rule
filed June 25, 1968, effective Aug. 1, 1968.
Amended: Filed May 21, 1969, effective Aug.
1, 1969. Amended: Filed July 21, 1972,
effective Aug. 1, 1972. Amended: Filed Nov.
15, 1974, effective Nov. 25, 1974. Amended:

Filed Dec. 19, 1975, effective Dec. 31, 1975.
Amended: Filed Aug. 11, 1978, effective Feb.
11, 1979. Emergency amendment filed Aug.
27, 2003, effective Sept. 12, 2003, expired
March 9, 2004. Amended: Filed Aug. 28,
2003, effective Feb. 29, 2004.

*Original authority: 409.4-411, RSMo 2003; 409.6-605,
RSMo 2003.

15 CSR 30-51.060 Broker-Dealer Notice of
Net Capital Deficiency

PURPOSE: This rule requires broker-dealers
to furnish the commissioner notice of impend-
ing net capital deficiency, and announces the
commissioner, once a year and without prior
notice, may require all registered
broker-dealers to furnish a net capital report.

(1) Broker-dealers registered or required to
be registered under the Missouri Securities
Act of 2003 (the Act) whose net capital at any
time is less than the minimum required by
rule 15c3-1 under the Securities Exchange
Act of 1934 shall give notice and file such
reports with the commissioner as are required
to be given and filed with the Securities and
Exchange Commission (SEC) under rule
17a-11 of the Securities Exchange Act of
1934.

AUTHORITY: sections 409.4-411 (a) and (b),
and 409.6-605, RSMo Supp. 2003.* Original
rule filed June 25, 1968, effective Aug. 1,
1968. Amended: Filed May 21, 1969, effec-
tive Aug. 1, 1969. Amended: Filed July 21,
1972, effective Aug. 1, 1972. Amended: Filed
Nov. 15, 1974, effective Nov. 25, 1974.
Amended: Filed Aug. 11, 1978, effective Feb.
11, 1979. Emergency amendment filed Aug.
27, 2003, effective Sept. 12, 2003. expired
March 9, 2004. Amended: Filed Aug. 28,
2003, effective Feb. 29, 2004.

*Original authority: 409.4-411, RSMo 2003; 409.6-605,
RSMo 2003.

15 CSR 30-51.070 Minimum Net Worth
Requirements for Investment Advisers

PURPOSE: This rule prescribes the minimum
capital required of investment advisers.

(1) Every investment adviser shall have and
maintain net worth (assets minus liabilities),
to include all cash, securities and tangible
assets of not less than five thousand dollars
($5,000).

AUTHORITY: sections 409.4-411(a) and
409.6-605, RSMo Supp. 2003.* Original rule
filed June 25, 1968, effective Aug. 1, 1968.
Amended: Filed May 21, 1969, effective Aug.
1, 1969. Amended: Filed July 21, 1972,
effective Aug. 1, 1972. Amended: Filed Nov.
15, 1974, effective Nov. 25, 1974. Amended:
Filed July 3, 1989, effective Sept. 28, 1989.
Emergency amendment filed Aug. 27, 2003,
effective Sept. 12, 2003, expired March 9,
2004. Amended: Filed Aug. 28, 2003, effec-
tive Feb. 29, 2004.

*Original authority: 409.4-411, RSMo 2003; 409.6-605,
RSMo 2003.

15 CSR 30-51.080 Bonds
(Rescinded February 12, 1987)

AUTHORITY:  sections  409.202 and
409.413(a), RSMo 1978. Original rule filed
June 25, 1968, effective Aug. 1, 1968.
Amended: Filed May 21, 1969, effective Aug.
1, 1969. Amended: Filed July 21, 1972,
effective Aug. 1, 1972. Amended: Filed Nov.
15, 1974, effective Nov. 25, 1974. Amended:
Filed Dec. 19, 1975, effective Dec. 31, 1975.
Amended: Filed Aug. 11, 1978, effective Feb.
11, 1979. Emergency amendment filed Aug.
15, 1983, effective Aug. 29, 1983, expired
Dec. 26, 1983. Amended: Filed Aug. 15,
1983, effective Nov. 11, 1983. Rescinded:
Filed Oct. 16, 1986, effective Feb. 12, 1987.

15 CSR 30-51.090 Segregation of Accounts
by Broker-Dealers

PURPOSE: This rule prescribes the commin-
gling by broker-dealers of their personal
Jfunds and securities with those of their cus-
tomers and provides for the maintenance of
separate records.

(1) Every broker-dealer shall at all times keep
its customers’ funds and securities in trust
and segregated from its own funds and secu-
rities; provided, however, that compliance
with Securities and Exchange Commission
rules governing the use, commingling and
hypothecation of customers’ securities and
free credit balances shall be deemed compli-
ance with this rule.

(2) Every broker-dealer which engages in
more than one (1) enterprise or activity shall
maintain separate books of accounts and
records relating to its securities business and

6
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its other businesses and the assets relating to
its securities business shall not be commin-
gled with those of such other businesses.
Every broker-dealer shall maintain a clearly
defined division among those businesses with
respect to income and expenses.

AUTHORITY: sections 409.4-411(c) and (f),
and 409.6-605, RSMo Supp. 2003.* Original
rule filed June 25, 1968, effective Aug. 1,
1968. Amended: Filed May 21, 1969, effec-
tive Aug. 1, 1969. Amended: Filed July 21,
1972, effective Aug. 1, 1972. Amended: Filed
Nov. 15, 1974, effective Nov. 25, 1974.
Emergency amendment filed Aug. 27, 2003,
effective Sept. 12, 2003, expired March 9,
2004. Amended: Filed Aug. 28, 2003, effec-
tive Feb. 29, 2004.

*Original authority: 409-4-411, RSMo 2003; 409.6-605,
RSMo 2003.

15 CSR 30-51.100 Custody of Securities or
Funds by Investment Advisers

PURPOSE: This rule prohibits the custody of
clients’ securities or funds by registered
investment advisers.

(1) Investment advisers may have custody or
possession of the securities or funds of a
client provided that the investment adviser
maintains custody or possession in accor-
dance with the requirements set forth in 17
CFR Section 275.206(4)-2(a)(1)-(5).

(2) An investment adviser who is also regis-
tered as a broker-dealer may comply with 17
CFR Section 275.206(4)-2(b) with respect to
custody in lieu of the requirements set forth
in 17 CFR Section 275.206(4)-2(a)(1)-(5).

AUTHORITY: sections 409.4-411 (f) and 409-
6.605, RSMo Supp. 2003.* Original rule
filed June 25, 1968, effective Aug. 1, 1968.
Amended: Filed May 21, 1969, effective Aug.
1, 1969. Amended: Filed July 21, 1972,
effective Aug. 1, 1972. Amended: Filed Nov.
15, 1974, effective Nov. 25, 1974. Emergency
amendment filed Aug. 27, 2003, effective
Sept. 12, 2003, expired March 9, 2004.
Amended: Filed Aug. 28, 2003, effective Feb.
29, 2004.

*Original authority: 409.4-411, RSMo 2003; 409.6-603,
RSMo 2003

15 CSR 30-51.110 Confirmations

PURPOSE: This rule requires broker-dealers
to confirm transactions in customers’ securi-
ties.

(1) Confirmations by broker-dealers of all
purchases and sales of securities and notices
of all other debits and credits for securities,
cash and other items for the account of cus-
tomers, officers, agents, partners and employ-
ees shall be given or sent to those persons at
or before completion of each transaction, dis-
closing at least the following:

(A) The account for which entered;

(B) Instructions, terms and conditions,
whether executed or unexecuted;

(C) Date of execution of transaction. (Time
of trade shall be furnished upon request.);

(D) Whether the broker-dealer is acting for
its own account, as agent for some other per-
son, or as an agent for both customer and
some other person;

(E) If a broker-dealer is acting as agent for
the customer, the following additional infor-
mation or a statement that same will be fur-
nished upon request:

1. The name of the person from whom
the security was purchased, or to whom it
was sold, and date and time the transaction
occurred;

2. Source and amount of commission or
remuneration received or to be received in
connection with that transaction; and

(F) Name or identification number of agent
handling transaction.

AUTHORITY: sections 409.4-411(c) and
409.6-605, RSMo Supp. 2003.* Original rule
filed June 25, 1968, effective Aug. 1, 1968.
Amended: Filed May 21, 1969, effective Aug.
1, 1969. Amended: Filed July 21, 1972,
effective Aug. 1, 1972. Amended: Filed Nov.
15, 1974, effective Nov. 25, 1974. Emergency
amendment filed Aug. 27, 2003, effective
Sept. 12, 2003, expired March 9, 2004.
Amended: Filed Aug. 28, 2003, effective Feb.
29, 2004.

*Original authority: 409.4-411, RSMo 2003; 409.6-605,
RSMo 2003.

15 CSR 30-51.120 Records Required of
Broker-Dealers

PURPOSE: This rule prescribes the books
and records required to be kept by broker-
dealers that comply with the National Securi-
ties Markets Improvement Act of 1996 and the

Missouri Securities Act of 2003 that became
effective September 1, 2003.

(1) Every broker-dealer registered or
required to be registered under the Missouri
Securities Act of 2003 shall make and main-
tain records as required for brokers or dealers
under the rules promulgated under the Secu-
rities Exchange Act of 1934, as amended (17
CFR 240.17a-3).

AUTHORITY: sections 409.4-411(c) and
409.6-605, RSMo Supp.2003.* Original rule
filed June 25, 1968, effective Aug. 1, 1968.
Amended: Filed May 21, 1969, effective Aug.
1, 1969. Amended: Filed July 21, 1972,
effective Aug. 1, 1972. Amended: Filed Nov.
15, 1974, effective Nov. 25, 1974. Amended:
Filed Oct. 16, 1986, effective Feb. 12, 1987.
Emergency rescission and rule filed Aug. 25,
2003, effective Sept. 12, 2003, expired March
9, 2004. Rescinded and readopted: Filed
Aug. 25, 2003, effective Feb. 29, 2004.

*Original authority: 409.4-411, RSMo 2003 and 409.6-
605, RSMo 2003.

15 CSR 30-51.130 Records To Be Pre-
served by Broker-Dealers

PURPOSE: This rule prescribes the books
and records required to be kept by broker-
dealers that comply with the National Securi-
ties Markets Improvement Act of 1996 and the
Missouri Securities Act of 2003 that became
effective September 1, 2003.

(1) Every broker-dealer registered or
required to be registered under the Missouri
Securities Act of 2003 shall make and main-
tain records as required for brokers or dealers
under the rules promulgated under the Secu-
rities Exchange Act of 1934, as amended (17
CFR 240.17a-4).

AUTHORITY: sections: 409.4-411(c) and
409.6-605, RSMo Supp. 2003.* Original rule
filed June 25, 1968, effective Aug. 1, 1968.
Amended: Filed May 21, 1969, effective Aug.
1, 1969. Amended: Filed July 21, 1972,
effective Aug. 1, 1972. Amended: Filed Nov.
15, 1974, effective Nov. 25, 1974. Emergency
rescission and rule filed Aug. 26, 2003, effec-
tive Sept. 12, 2003, expired March 9, 2004.
Rescinded and readopted: Filed Aug. 26,
2003, effective Feb. 29, 2004.

*Original authority: 409.4-411 (c), RSMo 2003; 409.6-605,
RSMo 2003.

MATT BLUNT  (1/30/04)
Secretary of State

CODE OF STATE REGULATIONS



15 CSR 30-51—ELECTED OFFICIALS

Division 30—Secretary of State

15 CSR 30-51.140 Records Required of
and To Be Preserved by Investment Advis-
ers

PURPOSE: This rule prescribes the books
and records to be kept by investment advisers
that comply with the Missouri Securities Act
of 2003 that became effective September 1,
2003.

(1) Every investment adviser registered or
required to be registered under the Missouri
Securities Act of 2003 shall make and keep
true, accurate and current the following
books and records relating to its investment
advisory business:

(A) A journal or journals, including cash
receipts and disbursements, records, and any
other records of original entry forming the
basis of entries in any ledger;

(B) General and auxiliary ledgers (or other
comparable records) reflecting asset, liability,
reserve, capital, income and expense
accounts;

(C) A memorandum of each order given by
the investment adviser for the purchase or
sale of any security, of any instruction
received by the investment adviser concern-
ing the purchase, sale, receipt or delivery of
a particular security, and of any modification
or cancellation of any such order or instruc-
tion. Such memoranda shall show the terms
and conditions of the order, instruction, mod-
ification or cancellation; shall identify the
person connected with the investment adviser
who recommended the transaction to the
client and the person who placed such order;
and shall show the account for which entered,
the date of entry, and the bank, broker or
dealer by or through whom executed where
appropriate. Orders entered pursuant to the
exercise of discretionary power shall be so
designated;

(D) All checkbooks, bank statements, can-
celled checks and cash reconciliations of the
investment adviser;

(E) All bills or statements (or copies there-
of), paid or unpaid, relating to the business of
the investment adviser as such;

(F) All trial balances, financial statements,
and internal audit working papers relating to
the business of such investment adviser;

(G) Originals of all written communica-
tions received and copies of all written com-
munications sent by such investment adviser
relating to any recommendation made or pro-
posed to be made and any advice given or
proposed to be given, any receipt, disburse-
ment or delivery of funds or securities, or the
placing or execution of any order to purchase

or sell any security. Provided, however, the
investment adviser shall not be required to
keep any unsolicited market letters and other
similar communications of general public dis-
tribution not prepared by or for the invest-
ment adviser, and that if the investment
adviser sends any notice, circular or other
advertisement offering any report, analysis,
publication or other investment advisory ser-
vice to more than ten (10) persons, the invest-
ment adviser shall not be required to keep a
record of the names and addresses of the per-
sons to whom it was sent; except that if such
notice, circular or advertisement is distrib-
uted to persons named on any list, the invest-
ment adviser shall retain with the copy of
such notice, circular or advertisement a
memorandum describing the list and the
source thereof;

(H) A list or other record of all accounts in
which the investment adviser is vested with
any discretionary power with respect to the
funds, securities or transactions of any client;

(I) All powers of attorney and other evi-
dences of the granting of any discretionary
authority by any client to the investment
adviser, or copies thereof;

(J) All written agreements (or copies there-
of) entered into by the investment adviser
with any client or otherwise relating to the
business of such investment adviser as such;

(K) A copy of each notice, circular, adver-
tisement, newspaper article, investment let-
ter, bulletin or other communication that the
investment adviser circulates or distributes,
directly or indirectly, to ten (10) or more per-
sons (other than persons connected with such
investment adviser), and if such notice, cir-
cular, advertisement, newspaper article,
investment letter, bulletin or other communi-
cation recommends the purchase or sale of a
specific security and does not state the rea-
sons for such recommendation, a memoran-
dum of the investment adviser indicating the
reasons therefor;

(L) A copy of each written disclosure state-
ment and each amendment or revision there-
of, given or sent to any client or prospective
client of such investment adviser, and a
record of the dates that each written disclo-
sure statement, and each amendment or revi-
sion thereof, was given, or offered to be
given, to any client or prospective client who
subsequently becomes a client;

(M) All written agreements or acknowl-
edgments of receipt obtained from clients and
copies of the disclosure documents delivered
to clients by these solicitors pursuant to 15
CSR 30-51.145; and

(N) All accounts, books, internal working
papers, and any other records or documents
that are necessary to form the basis for or
demonstrate the calculation of the perfor-
mance or rate of return of any or all managed
accounts or securities recommendations in
any notice, circular, advertisement, newspa-
per article, investment letter, bulletin or other
communication that the investment adviser
circulates or distributes, directly or indirect-
ly, to ten (10) or more persons (other than
persons connected with such investment
adviser); provided, however, that, with
respect to the performance of managed
accounts, the retention of all account state-
ments, if they reflect all debits, credits, and
other transactions in a client’s account for the
period of the statement, and all worksheets
necessary to demonstrate the calculation of
the performance or rate of return of all man-
aged accounts shall be deemed to satisfy the
requirements of this subsection.

(2) If an investment adviser subject to section
(1) of this rule has custody or possession of
securities or funds of any client, the records
required to be made and kept under section
(1) of this rule shall include:

(A) A journal or other record showing all
purchases, sales, receipts and deliveries of
securities (including certificate numbers) for
such accounts and all other debits and credits
to such accounts;

(B) A separate ledger account for each
such client showing all purchases, sales,
receipts and deliveries of securities, the date
and price of each purchase and sale, and all
debits and credits;

(C) Copies of confirmations of all transac-
tions effected by or for the account of any
such client; and

(D) A record for each security in which
any such client has a position, which record
shall show the name of each such client hav-
ing any interest in such security, the amount
or interest of each such client, and the loca-
tion of each such security.

(3) Every investment adviser subject to sec-
tion (1) of this rule who renders any invest-
ment supervisory or management service to
any client shall, with respect to the portfolio
being supervised or managed and to the
extent that the information is reasonably
available to or obtainable by the investment
adviser, make and keep true, accurate and
current:

(A) Records showing separately for each
such client the securities purchased and sold,
and the date, amount and price of each such
purchase and sale; and
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(B) For each security in which any such
client has a current position, information
from which the investment adviser can
promptly furnish the name of each such
client, and the current amount or interest of
such client.

(4) Any books or records required by this rule
may be maintained by the investment adviser
in such manner that the identity of any client
to whom such investment adviser renders
investment supervisory services is indicated
by numerical or alphabetical code or some
similar designation.

(5) All books and records required to be
made under the provisions of sections (1) to
subsection (3)(A), inclusive, of this rule
(except for books and records required to be
made under the provisions of subsections
(1)(K) and (1)(N) of this rule), shall be main-
tained and preserved in an easily accessible
place for a period of not less than five (5)
years from the end of the fiscal year during
which the last entry was made on such
record, the first two (2) years in an appropri-
ate office of the investment adviser.

(A) Partnership articles and any amend-
ments thereto, articles of incorporation, char-
ters, minute books, and stock certificate
books of the investment adviser and of any
predecessor, shall be maintained in the prin-
cipal office of the investment adviser and pre-
served until at least three (3) years after ter-
mination of the enterprise.

(B) Books and records required to be made
under the provisions of subsections (1)(K)
and (1)(N) of this rule shall be maintained
and preserved in an easily accessible place
for a period of not less than five (5) years, the
first two (2) years in an appropriate office of
the investment adviser, from the end of the
fiscal year during which the investment
adviser last published or otherwise dissemi-
nated, directly or indirectly, the notice, circu-
lar, advertisement, newspaper article, invest-
ment letter, bulletin or other communication.

(6) An investment adviser subject to section
(1) of this rule, before ceasing to conduct or
discontinuing business as an investment
adviser shall arrange for and be responsible
for the preservation of the books and records
required to be maintained and preserved
under this rule for the remainder of the peri-
od specified in this rule, and shall notify the
commissioner in writing, of the exact address
where such books and records will be main-
tained during such period.

(7) Micrographic and Electronic Storage Per-
mitted.

(A) General. The records required to be
maintained and preserved pursuant to this
part may be maintained and preserved for the
required time by an investment adviser on:

1. Micrographic media, including
microfilm, microfiche, or any similar medi-
um; or

2. Electronic storage media, including
any digital storage medium or system that
meets the terms of this rule.

(B) General Requirements. The investment
adviser must:

1. Arrange and index the records in a
way that permits easy location, access, and
retrieval of any particular record;

2. Provide promptly any of the following
that the commissioner (by his examiners or
other representatives) may request:

A. A legible, true, and complete
copy of the record in the medium and format
in which it is stored;

B. A legible, true, and complete
printout of the record; and

C. Means to access, view, and print
the records; and

D. Separately store, for the time
required for preservation of the original
record, a duplicate copy of the record on any
medium allowed by this rule.

(C) Special requirements for electronic
storage media. In the case of records on elec-
tronic storage media, the investment adviser
must establish and maintain procedures:

1. To maintain and preserve the records,
s0 as to reasonably safeguard them from loss,
alteration, or destruction;

2. To limit access to the records to prop-
erly authorized personnel and the commis-
sioner (including its examiners and other rep-
resentatives); and

3. To reasonably ensure that any repro-
duction of a non-electronic original record on
electronic storage media is complete, true,
and legible when retrieved.

(8) Any book or other record made, kept,
maintained and preserved in compliance with
section 240.17a-3 and 240.17a-4 under the
Securities Exchange Act of 1934, which is
substantially the same as the book or other
record required to be made, kept, maintained
and preserved under this rule, shall be
deemed to be made, kept, maintained and
preserved in compliance with this rule.

(A) A record made and kept pursuant to
any provision of section (1) of this rule,
which contains all the information required
under any other provision of section (1) of
this rule, need not be maintained in duplicate

in order to meet the requirements of the other
provision of section (1) of this rule.

(9) As used in this rule the term “discre-
tionary power” shall not include discretion as
to the price at which or the time when a
transaction is or is to be effected, if, before
the order is given by the investment adviser,
the client has directed or approved the pur-
chase or sale of a definite amount of the par-
ticular security.

AUTHORITY: sections 409-4-411(c) and
409.6-605, RSMo Supp. 2003.* Original rule
filed June 25, 1968, effective Aug. 1, 1968.
Amended: Filed May 21, 1969, effective Aug.
1, 1969. Amended: Filed July 21, 1972,
effective Aug. 1, 1972. Amended: Filed Nov.
15, 1974, effective Nov. 25, 1974. Emergency
rescission and rule filed Aug. 25, 2003, effec-
tive Sept. 12, 2003, expired March 9, 2004.
Rescinded and readopted: Filed Aug. 25,
2003, effective Feb. 29, 2004.

*Original authority: 409.4-411, RSMo 2003; 409.6-605,
RSMo 2003.

15 CSR 30-51.145 Compensation Arrange-
ments Involving Investment Advisers

PURPOSE: This rule permits compensation
arrangements presently allowed by the United
States Securities and Exchange Commission.

(1) Registered investment advisers may pay a
cash fee to a solicitor who refers business to
the investment adviser (but does not render
any investment advice) as long as the solici-
tor is not subject to a disqualification as set
out in section 409.4-412(d), RSMo and the
cash fee is paid pursuant to the requirements
set out in 17 CFR Section 275.206(4)-3.

(2) Registered investment advisers may
receive performance-based fees (fees based
upon a share of the capital gains upon, or the
capital appreciation of, the funds, or any por-
tion of the funds, of a client) provided that the
fees are charged only to qualified clients, as
defined in 17 CFR Section 275.205-3, and
the fees are fully disclosed in the investment
advisory contract.

AUTHORITY: sections 409.4-406(e) and
409.6-605, RSMo Supp. 2003.* Original rule
filed March 27, 1989, effective June 12,
1989. Emergency amendment filed Aug. 27,
2003, effective Sept. 12, 2003, expired March
9, 2004. Amended: Filed Aug. 28, 2003,
effective Feb. 29, 2004.

MATT BLUNT  (1/30/04)
Secretary of State
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*Original authority: 409.4-406, RSMo 2003, 409.6-605,
RSMo 2003.

15 CSR 30-51.150 Records to be Preserved
by Investment Advisers
(Rescinded February 29, 2004)

AUTHORITY:  sections  409.203 and
409.413(a), RSMo 1986. Original rule filed
June 25, 1968, effective Aug. 1, 1968.
Amended: Filed May 21, 1969, effective Aug.
1, 1969. Amended: Filed July 21, 1972,
effective Aug. 1, 1972. Amended: Filed Nov.
15, 1974, effective Nov. 25, 1974. Emergency
rescission filed Aug. 25, 2003, effective Sept.
12, 2003, expired March 9, 2004. Rescinded:
Filed Aug. 25, 2003, effective Feb. 29, 2004.

15 CSR 30-51.160 Effectiveness and
Post-Effective Requirements

PURPOSE: This rule specifies when the reg-
istration of broker-dealers, agents and invest-
ment advisers becomes effective, reports
required during effectiveness, and procedures
for terminating the effectiveness and effecting
withdrawal of registrations.

(1) Pending Applications for Registration.

(A) Effective Date of Registration. If no
denial order is in effect and no proceeding
under section 409.4-412, RSMo is pending,
registration shall become effective no later
than noon of the forty-fifth day after the com-
pleted application is filed, unless the appli-
cant has agreed to toll the forty-five (45)-day
limitation. The forty-five (45)-day time peri-
od shall begin to run once a completed appli-
cation, including any amendments thereto, is
filed with the division. The running of this
forty-five (45)-day period is tolled during the
time a denial order is in effect, a proceeding
under section 409.4-412, RSMo is pending,
or by agreement of the applicant. The run-
ning of the forty-five (45)-day period shall
resume when the denial order is vacated, or
the proceeding under section 409.4-412,
RSMo is no longer pending.

(B) Completeness of the Application. An
application shall be considered complete
when an application, including any amend-
ments, has been filed with the division. A
completed application shall contain compre-
hensive responses to all applicable questions
and all attachments and exhibits, as required
by the Act or these rules.

(C) Summary Suspension for Applications.

1. Pursuant to section 409.4-412(f),
RSMo, the commissioner may summarily
suspend an application if:

A. The commissioner, through the
Securities Division staff, is seeking addition-
al information regarding and/or relating to
the application;

B. A proceeding is pending under sec-
tion 409.4-412(a), (b), or (c), RSMo; or

C. The applicant is subject to disci-
pline or disqualification under the provisions
of section 409.4-412(d), RSMo.

2. A summary suspension order issued
pursuant to subparagraph (1)(C)1.A. shall
remain pending for thirty (30) days after all
requested information has been provided and
during this time the person subject to the
summary suspension order may request a
hearing.

(D) Orders of Cancellation for Incomplete
Applications. Any application, the filing of
which is not complete within a period of one
(1) year following the application’s original
filing, shall be presumed subject to the entry
of an order of cancellation pursuant to section
409.4-408(e), RSMo of the Act.

(2) Duration of Registration.

(A) Expiration of Registration. Every reg-
istration of a broker-dealer, agent, investment
adviser, or investment adviser representative
expires on December 31 of each year, unless
renewed or unless sooner revoked, canceled,
or withdrawn (section 409.4-406(d), RSMo).

(B) Failure to Renew. Upon expiration of a
registration, any subsequent application for
registration shall be considered and treated as
an application for initial registration.

(C) Applications for renewal of registration
filed directly with the commissioner shall be
filed on the appropriate form marked renew-
al (see 15 CSR 30-51.020) with required
information and exhibits, no earlier than sixty
(60) days and no later than thirty (30) days
before the expiration date of the registration
concerned. Applications filed with the Cen-
tral Registration Depository (CRD) System
or Investment Adviser Registration Deposito-
ry (IARD) System shall be timely filed in
accordance with the requirements of the CRD
or JARD.

(D) An applicant for renewal registration
may incorporate by reference in the applica-
tion documents previously filed to the extent
the documents are currently accurate.

(3) Continuing Duty of Applicants and Reg-
istrants to Disclose Material Information.
(A) Amendments to Applications for
Material Change. During the pendency of
any application, or effectiveness of any regis-
tration, every broker-dealer, agent, invest-
ment adviser, or investment adviser represen-

tative shall immediately report to the com-
missioner in writing any material change in
any information, answers, responses,
exhibits, or schedules submitted or circum-
stances disclosed in its last prior application.
A correcting amendment shall be filed with
the division at the time of occurrence or dis-
covery of these changes, and not later than
thirty (30) days following the specified event
or occurrence. If the application was submit-
ted through the CRD System or IARD Sys-
tem, any amendment shall be submitted in
accordance with the guidelines of the CRD or
IARD System.

(B) Termination of an Agent or Investment
Adviser Representative.

1. Duty of broker-dealer, issuer or
investment adviser. When an agent’s or rep-
resentative’s association with the broker-deal-
er, issuer or investment adviser is discontin-
ued or terminated by either party, the
broker-dealer, issuer or investment adviser
must file a Form U-5 within thirty (30) days
of the discontinuance or termination, stating
the date of and reasons for the discontinuance
or termination.

2. Duty of agent or investment adviser
representative. When an agent’s or represen-
tative’s association with a broker-dealer or
investment adviser registered in Missouri is
discontinued or terminated by either party,
the agent or investment adviser representative
must file, within thirty (30) days of the dis-
continuance or termination, amended docu-
ments reflecting association with another bro-
ker-dealer or investment adviser.

3. Transferring agents and transferring
investment adviser representatives.

A. For agents and/or investment
adviser representatives registered under this
Act who terminate from one Missouri regis-
tered broker-dealer, investment adviser, or
federal covered investment adviser and trans-
fer to another Missouri registered broker-
dealer, investment adviser, or federal covered
investment adviser that file a completed
application with the division within thirty
(30) days after their termination and whose
CRD record does not contain any new or
amended disciplinary disclosure(s) within the
previous twelve (12) months, their registra-
tion shall become immediately effective as of
the date of the completed filing, unless an
order is issued pursuant to section 409.4-
408(d), RSMo.

B. For agents and/or investment
adviser representatives registered under this
Act who terminate from one Missouri regis-
tered broker-dealer, investment adviser, or
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federal covered investment adviser and trans-
fer to another Missouri registered broker-
dealer, investment adviser, or federal covered
investment adviser that file a completed
application with the division within thirty
(30) days after their termination and whose
CRD record contains a new or amended dis-
ciplinary disclosure within the previous
twelve (12) months, their registration shall
become temporarily effective for thirty (30)
days as of the date of the completed filing,
unless an order is issued pursuant to section
409.4-408(d), RSMo. The temporary regis-
tration becomes automatically effective on
the thirty-first day after the completed filing
unless an order is issued pursuant to section
409.4-408(c), RSMo.

(C) Acquisition of Broker-Dealer or
Investment Adviser.

1. When a person or a group of persons,
directly or indirectly or acting by or through
one (1) or more persons, proposes to acquire
a controlling interest in a broker-dealer or
investment adviser registrant and when the
acquirer, within the preceding ten (10) years,
has committed any act that would result in a
yes answer to any disciplinary question on
the Form BD or ADV or would require dis-
closure under 15 CSR 30-51.160(3), the
resulting entity, prior to the acquisition, shall
file with the division:

A. A new application for registration
on the forms prescribed by rule, together
with all required exhibits and fees; and

B. At the time the new application is
filed, a notice of withdrawal, termination or
cancellation of registration of the acquired
entity on the forms prescribed by rule, effec-
tive upon disposition of the new application
by the division.

2. For purposes of this section, control-
ling interest means possession of 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. Any individual or firm that
directly or indirectly has the right to vote
twenty-five percent (25%) or more of the vot-
ing securities of a company or is entitled to
twenty-five percent (25%) or more of its
profits is presumed to control that company.

(D) Written Disclosure Statement.

1. An investment adviser, registered or
required to be registered pursuant to the Mis-
souri Securities Act, shall furnish each advi-
sory client and prospective advisory client
with a written disclosure statement that may
be either a copy of Part II of its Form ADV,
or a written document containing at least the
information required by Part II of Form ADV.

2. An investment adviser shall deliver
the written disclosure statement to an adviso-
ry client or prospective advisory client not
less than forty-eight (48) hours prior to enter-
ing into any written or oral investment advi-
sory contract with such client or prospective
client, or at the time of entering into any such
contract, if the advisory client has a right to
terminate the contract without penalty within
five (5) business days after entering into the
contract.

3. An investment adviser annually shall,
without charge, deliver or offer in writing to
deliver to each of its advisory clients the writ-
ten disclosure statement.

(4) Withdrawal of Registration.
(A) Broker-Dealers, Investment Advisers
and Federal Covered Investment Advisers.

1. Every broker-dealer and investment
adviser who desires to withdraw their regis-
tration shall file the appropriate Form BDW
or ADV-W. Every federal covered adviser
who desires to withdraw their notice filing
shall file the appropriate ADV-W.

2. Unless a revocation or suspension is
pending when the application to withdraw is
filed, the withdrawal of registration by a bro-
ker-dealer or investment adviser shall
become effective on the date indicated in the
Form BDW or Form ADV-W, but in no event
more than sixty (60) days after the filing of
the Form BDW or Form ADV-W.

(B) Broker-Dealer Agents and Investment
Adviser Representatives.

1. Unless a revocation or suspension is
pending when the application to withdraw is
filed, the withdrawal of registration by an
agent or investment adviser representative,
pursuant to section 409.4-409, RSMo shall
become effective at the earlier of the date a
Form U-5 is filed, the date indicated in the
Form U-5 or the date of withdrawal of the
agent’s or investment adviser representative’s
respective broker-dealer or investment advis-
er.

(5) Merger, Consolidation or Reorganization
of Broker-Dealers. In the event of a merger,
consolidation, or reorganization of an exist-
ing registered broker-dealer, and the change
can be effected through the CRD System,
then such documentation and information
shall be filed in accordance with the guide-
lines of the CRD System. If the change can-
not be processed through the CRD System,
the following documents must be filed with
the commissioner by the participating broker-
dealers within ten (10) days following a merg-
er, consolidation or reorganization:

(A) The broker-dealer dissolving at the
consummation of the merger or who will
become a part of an existing broker-dealer
upon reorganization or consolidation must
file:

1. A termination of its broker-dealer
registration on Form BDW;

2. A termination of all agent registra-
tions; and

3. A complete explanation of the pro-
posed merger, consolidation or reorganiza-
tion accompanied by the agreement effecting
the merger, consolidation or reorganization.

(B) The broker-dealer who will be the sur-
viving corporation upon consummation of the
merger or who will be the named broker-
dealer after the reorganization or consolida-
tion must file:

1. A complete explanation of the pro-
posed merger;

2. Form U-4 applications plus support-
ing documents of all registered agents of the
dissolving broker-dealer to be transferred to
the surviving, consolidated or reorganized
broker-dealer in accordance with 15 CSR 30-
51.160(3) and 15 CSR 30-51.020; and

3. If the name of the surviving, consoli-
dated or reorganized broker-dealer will
change, an amended Form BD, as appropri-
ate and all other properly amended docu-
ments required by 15 CSR 30-51.020 and 15
CSR 30-51.160.

AUTHORITY: sections 409.4-406, 409.4-
408, 409.4-409, 409.4-411 (b) and 409.6-605,
RSMo Supp. 2003.* Original rule filed June
25, 1968, effective Aug. 1, 1968. Amended.:
Filed May 21, 1969, effective Aug. 1, 1969.
Amended: Filed July 21, 1972, effective Aug.
1, 1972. Amended: Filed Nov. 15, 1974,
effective Nov. 25, 1974. Amended: Filed Dec.
19, 1975, effective Dec. 31, 1975. Amended:
Filed Aug. 11, 1978, effective Feb. 11, 1979.
Emergency amendment filed Aug. 15, 1983,
effective Aug. 29, 1983, expired Dec. 26,
1983. Amended: Filed Aug. 15, 1983, effec-
tive Nov. 11, 1983. Amended: Filed March
27, 1989, effective June 12, 1989. Emergency
amendment filed Aug. 4, 1995, effective Aug.
14, 1995, expired Dec. 11, 1995. Amended:
Filed Aug. 4, 1995, effective Jan. 30, 1996.
Rescinded and readopted: Filed Dec. 17,
2001, effective July 30, 2002. Amended: Filed
Aug. 30, 2002, effective Feb. 28, 2003.
Emergency amendment filed Sept. 9, 2003,
effective Sept. 19, 2003, expired March 16,
2004. Amended: Filed Aug. 28, 2003, effec-
tive Feb. 29, 2004.
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*Original authority: 409.4-406, RSMo 2003; 409.4-408,
RSMo 2003; 409.4-409, RSMo 2003; 409.4-411, RSMo
2003; 409.6-605, RSMo 2003.

15 CSR 30-51.165 Networking Arrange-
ments Between Broker-Dealers and Banks,
Trust Companies or Savings Institutions

PURPOSE: This rule prescribes the activities
in which a bank, a trust company organized
or chartered under the laws of Missouri, or
savings institution may engage in under a net-
working arrangement and be excepted from
the definition of broker-dealer under the Mis-
souri Securities Act of 2003.

(1) Definition. For purposes of this rule, the
reference to the term “banking institution”
shall mean a bank, trust company organized
or chartered under the laws of Missouri, or a
savings institution.

(2) Exception from the Definition of Broker-
Dealer. A banking institution shall be except-
ed from the definition of broker-dealer under
section 409.1-102(4), RSMo if such banking
institution enters into a contractual or other
written arrangement with a broker-dealer
registered under the Missouri Securities Act
of 2003 whereupon the broker-dealer offers
brokerage services on or off the premises of
the banking institution and—

(A) Such broker-dealer is clearly identified
as the person performing the brokerage ser-
vices;

(B) The broker-dealer performs brokerage
services in an area that is clearly marked and,
to the extent practicable, physically separate
from the routine deposit-taking activities of
the banking institution;

(C) Any materials used by the banking
institution to advertise or promote generally
the availability of brokerage services under
the arrangement clearly indicate that the bro-
kerage services are being provided by the
broker-dealer and not by the banking institu-
tion;

(D) Any materials used by the banking
institution to advertise or promote generally
the availability of brokerage services under
the arrangement are in compliance with Mis-
souri and federal securities laws before distri-
bution;

(E) Employees of the banking institution
(other than agents of a broker-dealer who are
registered under the Missouri Securities Act
of 2003 and qualified pursuant to the rules of
a self-regulatory organization) perform only
clerical or ministerial functions in connection
with brokerage transactions including sched-

uling appointments with the agents of a bro-
ker-dealer, except that employees of a bank-
ing institution may forward customer funds or
securities and may describe in general terms
the types of investment vehicles available
from the banking institution and the broker-
dealer under the arrangement;

(F) Employees of the banking institution do
not receive incentive compensation for any
brokerage transaction unless such employees
are agents of a broker-dealer, are registered
under the Missouri Securities Act of 2003
and are qualified pursuant to the rules of a
self-regulatory organization, except that the
employees of the banking institution may
receive compensation for the referral of any
customer if the compensation is a nominal
one-time cash fee of a fixed dollar amount
and the payment of the fee is not contingent
on whether the referral results in a transac-
tion;

(G) Such services are provided by the bro-
ker-dealer on a basis in which all customers
that receive any services are fully disclosed to
the broker-dealer;

(H) The banking institution does not carry
a securities account of the customer except as
permitted under sections 3(a)(4)(B)(ii) (trust
activities) or 3(a)(4)(B)(viii) (safekeeping and
custody activities) of the Securities Exchange
Act of 1934; and

(I) The banking institution or broker-deal-
er informs each customer that the brokerage
services are provided by the broker-dealer
and not by the banking institution and that the
securities are not deposits or other obliga-
tions of the banking institution, are not guar-
anteed by the banking institution, and are not
insured by the Federal Deposit Insurance
Corporation.

AUTHORITY: sections 409.1-102(4) and
409.6-605, RSMo Supp. 2003.* Emergency
rule filed Aug. 29, 2003, effective Sept. 12,
2003, expired March 9, 2004. Original rule
filed Aug. 29, 2003, effective Feb. 29, 2004..

*Original authority: 409.1-102, RSMo 2003; 409.6-603,
RSMo 2003.

15 CSR 30-51.169 Fraudulent Practices of
Broker-Dealers and Agents

PURPOSE: This rule identifies practices in
the securities business which are generally
associated with schemes to manipulate.

(1) A broker-dealer or agent who engaged in
one (1) or more of the following practices

shall be deemed to have engaged in an “act,
practice or course of business which operates
or would operate as a fraud” as used in sec-
tion 409.5-501 of the Missouri Securities Act
of 2003 (the Act). This rule is not intended to
be all inclusive and acts or practices not enu-
merated in this rule may also be deemed
fraudulent:

(A) Entering into a transaction with a cus-
tomer in any security at an unreasonable
price or at a price not reasonably related to
the current market price of the security or
receiving an unreasonable commission or
profit;

(B) Contradicting or negating the impor-
tance of any information contained in a
prospectus or other offering materials with
intent to deceive or mislead or using any
advertising or sales presentation in a decep-
tive or misleading manner;

(C) In connection with the offer, sale or
purchase of a security, falsely leading a cus-
tomer to believe that the broker-dealer or
agent is in possession of material, nonpublic
information which would have an impact on
the value of the security;

(D) In connection with the solicitation of a
sale or purchase of a security, engaging in a
pattern or practice of making contradictory
recommendations to different investors of
similar investment objective for some to sell
and others to purchase the same security, at
or about the same time, when not justified by
the particular circumstances of each investor;

(E) Failing to make a bona fide public
offering of all the securities allotted to a bro-
ker-dealer for distribution by, among other
things—1) transferring securities to a cus-
tomer, another broker-dealer or a fictitious
account with the understanding that those
securities will be returned to the broker-deal-
er or its nominees, or 2) parking or with-
holding securities;

(F) Although nothing in this rule precludes
application of the general anti-fraud provi-
sions against anyone for practices similar in
nature to the practices discussed as follows,
the following paragraphs specifically apply
only in connection with solicited offers or
sales of designated securities in transactions
not exempted in the following:

1. Failing to disclose at the time of solic-
itation, in either a principal or agency trans-
action, the price at which the broker-dealer is
currently selling or offering to sell the desig-
nated security and the price at which the bro-
ker-dealer is currently buying or offering to
buy the designated security, and failing to dis-
close those prices, which were in effect at the
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time of execution, on the trade confirmation
of the transaction;

2. Failing to disclose, at the time of
solicitation and on the trade confirmation, all
compensation to be paid to the agent as a
result of the transaction;

3. In connection with a principal trans-
action by a market maker, failing to disclose,
both at the time of solicitation and on the
confirmation, a short inventory position in
the firm’s account of more than five percent
(5%) of the issued and outstanding shares of
that class of securities of the issuer;

4. Conducting sales contests solely with
respect to a particular security;

5. Failing or refusing to promptly exe-
cute sell orders on behalf of a customer;

6. Soliciting a secondary market trans-
action when there has not been a bona fide
distribution in the primary market;

7. Engaging in a pattern of enhancing
the compensation of an agent with respect to
sales and purchases in the same security;

8. In connection with the solicitation of
a sale of an equity security, or a security con-
taining an equity component, in which the
difference between the bid and ask price is
twenty-five percent (25%) or more of the ask
price, to fail to—

A. Disclose to the customer the bid
and ask price of the designated security as
well as its spread in both percentage and dol-
lar amounts at the time of solicitation; and

B. Include with the confirmation, in a
form satisfactory to the commissioner, writ-
ten explanation of the bid and ask price;

9. For the purposes of subsection (1)(F),
the following shall be exempt transactions:

A. Transactions in which the price of
the designated security is five dollars ($5) or
more, provided, however, that if the designat-
ed security is a unit composed of one (1) or
more securities, the unit price divided by the
number of components of the unit other than
warrants, options, rights or similar securities
must be five dollars ($5) or more, and any
component of the unit that is a warrant,
option, right or similar security or a convert-
ible security must have an exercise price or
conversion price of five dollars ($5) or more;

B. Transactions that are not recom-
mended by the broker-dealer;

C. Transactions by a broker-dealer—

(I) Whose commissions, commis-
sion equivalents and mark-ups from transac-
tions in designated securities during each of
the immediately preceding three (3) months,
and during eleven (11) or more of the pre-
ceding twelve (12) months, did not exceed
five percent (5%) of its total commissions,

commission-equivalents and mark-ups from
transactions in securities during those
months; and

(II) Who has not been a market
maker in the designated security that is the
subject of the transaction in the immediately
preceding twelve (12) months; and

D. Any transaction(s) that, upon prior
written request or upon its own motion, the
commissioner conditionally or unconditional-
ly exempts as not encompassed within the
purposes of subsection (1)(F); and

10. For the purposes of subsection
(HE)—

A. The term designated security shall
mean any equity security other than a securi-
ty—

(I) Registered, or approved for reg-
istration upon notice of issuance, on a nation-
al securities exchange recognized under
409.2-201(6), RSMo;

(II) Exempted as a foreign issuer
pursuant to 15 CSR 30-54.260;

(II) Authorized, or approved for
authorization upon notice of issuance, for
quotation in the National Market System of
the National Association of Securities Deal-
ers Automated Quotation System;

(IV) Issued by an investment com-
pany registered under the Investment Compa-
ny Act of 1940;

(V) That is a put option or call
option issued by The Options Clearing Cor-
poration; or

(VI) Whose issuer has net tangible
assets in excess of four (4) million dollars, as
demonstrated by financial statements dated
less than fifteen (15) months previously that
the broker-dealer has reviewed and has a rea-
sonable basis to believe on the date of the
transaction with the person, there have been
no adverse changes to the issuer’s most cur-
rent financial statement and—

(a) In the event the issuer is
other than a foreign private issuer, the most
recent financial statements for the issuer have
been audited and reported on by an indepen-
dent public accountant in accordance with the
provisions of 17 CFR 210.2.02; or

(b) In the event the issuer is a
foreign private issuer, are the most recent
financial statements for the issuer that have
been filed with the commissioner, furnished
to the commissioner pursuant to 17 CFR
240.12g3-2(b) or prepared in accordance
with generally accepted accounting principles
in the country of incorporation, audited in
compliance with the requirements of that
jurisdiction and reported on by an accountant
duly registered and in good standing in accor-

dance with the regulations of that jurisdic-
tion;

(G) Effecting any transaction in, or induc-
ing the purchase or sale of any security by
means of any manipulative, deceptive or
other fraudulent device or contrivance includ-
ing, but not limited to, the use of boiler-room
tactics or use of fictitious or nominee
accounts; and

(H) Failure to comply with any prospectus
delivery requirement promulgated under fed-
eral law.

AUTHORITY: sections 409.2-201, 409.4-412,
409.5-501 and 409.6-605, RSMo Supp.
2003.* Original rule filed March 27, 1989,
effective June 12, 1989. Amended: Filed June
29, 1990, effective Dec. 31, 1990. Emergency
amendment filed Aug. 27, 2003, effective
Sept. 12, 2003, expired March 9, 2004.
Amended: Filed Aug. 28, 2003, effective Feb.
29, 2004.

*Original authority: 409.2-201, RSMo 2003; 409.4-412,
RSMo 2003; 409.5-501, RSMo 2003.

15 CSR 30-51.170 Dishonest or Unethical
Business Practices by Broker-Dealers and
Agents

PURPOSE: This rule identifies dishonest or
unethical business practices for broker-deal-
ers or agents.

(1) Grounds for the discipline or disqualifica-
tion of broker-dealers or agents shall include,
in addition to other grounds specified in sec-
tion 409.4-412(d) of the Missouri Securities
Act of 2003 (the Act), the following “dishon-
est or unethical practices in the securities
business”:

(A) Unreasonable and unjustifiable delay-
ing or failing to execute orders, liquidating
customers’ accounts or in making delivery of
securities purchased or in paying upon
request of free credit balances reflecting com-
pleted transactions of any of its customers;

(B) Entering into a transaction with or for
a customer at a price not reasonably related
to the current market price of the security or
receiving an unreasonable commission or
profit;

(C) Effecting transactions in the account of
a customer without authority to do so; or
exercising any discretionary power in effect-
ing a transaction for a customer’s account
without first obtaining written discretionary
authority from the customer, unless the dis-
cretionary power relates solely to the time or
price, or both, for the execution of orders;

MATT BLUNT  (9/30/04)
Secretary of State
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(D) Inducing trading in a customer’s
account that is excessive in size or frequency
in view of the financial resources and charac-
ter of the account for the purpose of accumu-
lation or compounding commissions;

(E) Recommending to a customer the pur-
chase, sale or exchange of any security com-
modity or other investment without reason-
able grounds to believe that this transaction
or recommendation is suitable for the cus-
tomer based upon reasonable inquiry con-
cerning the customer’s investment objectives,
financial situation and needs, and any other
relevant information known by the applicant
or registrant;

(F) Engaging in or aiding in boiler-room
operations or high pressure tactics in connec-
tion with the promotion of speculative offer-
ings or hot issues by means of an intensive
telephone campaign or unsolicited calls to
persons not known by, nor having an account
with, the agent or broker-dealer represented
by the agent, where the prospective purchas-
er is encouraged to make a hasty decision to
buy, irrespective of his/her investment needs
and objectives;

(G) Failing to furnish to a customer pur-
chasing securities in an offering, no later than
the date of confirmation of the transaction,
either a final prospectus or a preliminary
prospectus and an additional document,
which together include all information set
forth in the final prospectus, or making oral
or written statements contrary to or inconsis-
tent with the disclosures contained in the
prospectus;

(H) Making false, misleading, deceptive,
exaggerated or flamboyant representations or
predictions in the solicitation or sale of a
security, as, for example:

1. That the security will be resold or
repurchased;

2. That it will be listed or traded on an
exchange or established market;

3. That it will result in an assured,
immediate or extensive increase in value,
future market price or return on investment;

4. With respect to the issuer’s financial
condition, anticipated earnings, potential
growth or success;

5. That there is a guarantee against risk
or loss; or

6. A representation that a security is
being offered to a customer at the market or
a price related to the market price unless the
applicant or registrant knows or has reason-
able grounds to believe that—

A. A market for the security exists
other than that made, created or controlled by
the applicant or registrant, or by any person

for whom s/he is acting or with whom s/he is
associated in the distribution, or any person
controlled by, controlling or under common
control with the applicant or registrant; or

B. The security is traded in an estab-
lished securities market, and the fact that the
applicant or registrant is in a control position
with respect to the market for that security is
fully disclosed to the investor;

(I) Failing to disclose a dual agency capac-
ity or effecting transactions upon terms and
conditions other than those stated per confir-
mations; or failing to disclose that the appli-
cant or registrant is controlled by, control-
ling, receiving compensation from, affiliated
with or under common control with the issuer
of any security before entering into any con-
tract with or for a customer for the purchase
or sale of the security, or if this disclosure is
not made in writing, failing to give or send a
written disclosure at or before the completion
of the transaction;

(J) Failing to make a bona fide public
offering of all the securities allotted to a bro-
ker-dealer for distribution, whether acquired
as an underwriter, a selling group member, or
from a member participating in the distribu-
tion as an underwriter or selling group mem-
ber; or entering into an underwriting or sell-
ing group agreement which establishes unfair
or unreasonable terms and conditions or
compensation;

(K) Establishing fictitious accounts in
order to execute transactions which would
otherwise be prohibited;

(L) Entering into agreements for selling
concessions, discounts, commissions or
allowances as consideration for services in
connection with the distribution or sale of a
security in Missouri to any unregistered bro-
ker-dealer or agent, or dividing or otherwise
splitting the agent’s commissions, profits or
other compensation from the purchase or sale
of securities with any person not also regis-
tered an agent for the same broker-dealer, or
for a broker-dealer under direct or common
control unless that person is not required to
be registered in order to engage in the secu-
rities business in Missouri;

(M) Failing or refusing to furnish a cus-
tomer, upon reasonable request, information
to which s/he is entitled, or to respond to a
formal written demand or complaint;

(N) Extending, arranging for, or participat-
ing in arranging for credit to a customer in
violation of the regulations of the Securities
and Exchange Commission or the regulations
of the Federal Reserve Board;

(O) Failing to secure from the customer a
properly executed written margin agreement

that authorizes the existence of the margin
account promptly after the initial transaction
in the account;

(P) Failing to segregate customers’ free
securities or securities held in safekeeping;

(Q) Hypothecating a customer’s securities
without having a lien on the security unless
the broker-dealer secures from the customer
a properly executed written consent except as
permitted by rules of the Securities and
Exchange Commission;

(R) Charging unreasonable and inequitable
fees for services performed, including mis-
cellaneous services such as collection of
monies due for principal, dividends or inter-
est, exchange or transfer of securities,
appraisals, safekeeping or custody of securi-
ties and other services related to its securities
business;

(S) Offering to buy from or sell to any per-
son any security at a stated price unless the
applicant or registrant is prepared to purchase
or sell, as the case may be, at a price and
under the conditions as are stated at the time
of the offer to buy or sell;

(T) Effecting any transaction in, or induc-
ing the purchase or sale of, any security by
means of any manipulative, deceptive or
fraudulent device, practice, plan, program,
design or contrivance, including, but not lim-
ited to:

1. Effecting any transaction in a securi-
ty which involves no change in the beneficial
ownership of the security; and

2. Effecting, alone or with one (1) or
more other persons, a transaction or series of
transactions in any security creating actual or
apparent active trading in the security or rais-
ing or depressing the price of the security, for
the purpose of inducing the purchase or sale
of the security by others;

(U) Publishing or circulating or causing to
be published or circulated, any notice, circu-
lar, advertisement, newspaper article, invest-
ment service or communication of any kind
which purports to report any transaction as a
purchase or sale of any security unless the
applicant or registrant believes that the
transaction was a bona fide purchase or sale
of this security; or which purports to quote
the bid or asked price for any security, unless
the applicant or registrant believes that the
quotation represents a bona fide bid for, or
offer of, the security; or using any advertis-
ing or sales material in such a fashion as to
be deceptive or misleading, such as the dis-
tribution of any nonfactual datum, material or
presentation based on conjecture, unfounded
or unrealistic claims or assertions in any
brochure, flyer, or display by words, pictures,
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graphs or otherwise, designed to supplement,
detract from, supersede or defeat the purpose
or effect of any prospectus or disclosure;

(V) Borrowing of money or securities from
a customer by an agent, or for an agent to act
as a custodian for money, securities or an
executed stock power of a customer;

(W) Sharing, by an agent, directly or indi-
rectly, in profits or losses in the account of
any customer without the written authoriza-
tion of the customer and the broker-dealer
the agent represents;

(X) Effecting securities transactions not
recorded on the regular books or records of
the broker-dealer the agent represents, unless
the transactions are authorized in writing by
the broker-dealer prior to the execution of the
transaction;

(Y) Stating, implying or otherwise indicat-
ing, in connection with the solicitation of the
securities transaction, that the market price of
a security is readily or generally available
unless the market price of that security is
reported at least daily in a bona fide newspa-
per that does not receive any special compen-
sation for reporting the market price of secu-
rities or any particular issuer(s);

(Z) In connection with the solicitation of a
sale or purchase of an Over the Counter
(OTC) non-National Association of Securities
Dealers Automated Quotation (NASDAQ)
security, failing to promptly provide the most
current prospectus or the most recently filed
periodic report filed under Section 13 of the
Securities Exchange Act when requested to
do so by a customer;

(AA) Marking any order tickets or confir-
mations as unsolicited when in fact the trans-
action was solicited;

(BB) Failing to comply with any applicable
provision of the Conduct Rules of the Nation-
al Association of Securities Dealers, or any
applicable fair practice or ethical standard
promulgated by the Securities and Exchange
Commission or by a self-regulatory organiza-
tion approved by the Securities and Exchange
Commission;

(CC) Engaging in any acts or practices
enumerated in 15 CSR 30-51.169; and

(DD) Aiding or abetting any of the acts or
practices enumerated in this rule.

(2) The conduct set forth above is not inclu-
sive. Engaging in other conduct such as
nondisclosure or incomplete disclosure of
material fact, or other deceptive practices are
dishonest or unethical business practices.

AUTHORITY: sections 409.4-412 and 409.6-
605, RSMo Supp. 2003.* Original rule filed

June 25, 1968, effective Aug. 1, 1968.
Amended: Filed May 21, 1969, effective Aug.
1, 1969. Amended: Filed July 21, 1972,
effective Aug. 1, 1972. Amended: Filed Nov.
15, 1974, effective Nov. 25, 1974. Amended:
Filed Oct. 13, 1983, effective Jan. 13, 1984.
Amended: Filed Oct. 16, 1987, effective Feb.
12, 1987. Amended: Filed March 27, 1989,
effective June 12, 1989. Amended: Filed July
3, 1989, effective Sept. 28, 1989. Amended:
Filed Aug. 28, 1989, effective Feb. 11, 1990.
Amended: Filed June 29, 1990, effective Dec.
31, 1990. Emergency amendment filed Aug.
27, 2003, effective Sept. 12, 2003, expired
March 9, 2004. Amended: Filed Aug. 28,
2003, effective Feb. 29, 2004. Amended:
Filed April 8, 2004, effective Oct. 30, 2004.

*Original authority: 409.4-412, RSMo 2003 and 409.6-
605, RSMo 2003.

15 CSR 30-51.171 Supervision Guidelines
for Broker-Dealers

PURPOSE: This rule provides guidance for
reasonable supervision by broker-dealers.

(1) The phrase “failed reasonably to super-
vise” under section 409.4-412(d)(9) of the
Missouri Securities Act of 2003 (the Act) is a
standard allowing each broker-dealer (firm)
the flexibility to fashion procedures and sys-
tems that address its particular organizational
and management structure. Yet the following
are guidelines that provide guidance to bro-
ker-dealers of factors considered by the com-
missioner in evaluating reasonable supervi-
sion.

(2) The following guidelines shall be factors
in considering what is reasonable supervi-
sion, whether:

(A) The firm has established current pro-
cedures and systems for supervising the activ-
ities of agents, employees and Missouri office
operations that are reasonably designed to
achieve compliance with applicable state and
federal securities laws and regulations, and,
if applicable, the rules of the National Asso-
ciation of Securities Dealers (NASD);

(B) The firm has established current pro-
cedures and systems that could reasonably be
expected to allow a supervisor reasonably
discharging his/her supervisory duties under
such established procedures to prevent and
detect violations of the Act, and the firm reg-
ularly reviews these procedures and systems;

(C) The firm has reasonably implemented
the procedures and systems referred to in
subsections (A) and (B) above;

(D) The firm provides appropriate initial
and periodic refresher training to supervisors,
employees and agents regarding the firm’s
procedures and systems and additional initial
and periodic training to supervisors in the
procedures and systems referred to in subsec-
tions (A) and (B) above;

(E) The firm reasonably follows up on
indications of wrongdoing, “red flags.” Such
red flags may consist of, but are not limited
to, activities of unauthorized personnel,
churning, unauthorized trading, low level of
production but high expenses, regulatory
actions, prior disciplinary history of one (1)
or more customer complaints and recent cus-
tomer complaints;

(F) The firm has an adequate system to
track and monitor the status of customer
complaints;

(G) The firm has designated a qualified
supervisor of the broker-dealer for each agent
or employee;

(H) The designated supervisor of agents
located in Missouri maintains a principal
place of business in Missouri, or in a location
that allows the supervisor to visit the premis-
es of supervised agents in Missouri within a
reasonable time;

(I) The designated supervisor is responsi-
ble for supervising no more agents at any one
(1) time than would allow the supervisor to
effectively execute his/her supervisory
duties. The appropriate number of agents
which one (1) person can reasonably super-
vise is dependent on the nature of the busi-
ness conducted by the persons supervised,
technical resources available to the supervi-
sor, additional personnel available to assist
the supervisor, and other resources made
available to assist the supervisor;

(J) The firm conducts annual compliance
examinations of supervisory locations with
effective deficiency and follow-up proce-
dures. Unannounced examinations may be
reasonable if there are compliance issues
concerning agents or activities;

(K) The firm reasonably audits for compli-
ance including reasonable follow-up and
proof, independent of the agent, that mail is
reviewed for customer complaints and other
red flags;

(L) The firm has and implements proce-
dures and systems for reasonable oversight of
supervisors; and

(M) The firm has a reasonable policy for
disciplinary and progressive supervisory
action, which is reasonably implemented.
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AUTHORITY: sections 409.4-412(d)(9) and
409.6-605, RSMo Supp. 2003.* Original rule
filed Jan. 23, 2004, effective July 30, 2004.

*Original authority: 409.4-412, RSMo 2003 and 409.6-
605, RSMo 2003.

15 CSR 30-51.172 Dishonest or Unethical
Business Practices by Investment Advisers
and Investment Adviser Representatives

PURPOSE: This rule identifies dishonest or
unethical business practices for investment
advisers or investment adviser representa-
tives.

(1) Grounds for the discipline or disqualifica-
tion of investment advisers or investment
adviser representatives (adviser) shall
include, in addition to other grounds speci-
fied in section 409.4-412(d) of the Missouri
Securities Act of 2003 (the Act), the follow-
ing “dishonest or unethical practices in the
securities business.”

(A) Recommending to a client to whom
investment, supervisory, management, Or
consulting service are provided that he/she
purchase, sell, or exchange any security,
commodity, or other investment when the
adviser does not have reasonable grounds to
believe that the recommendation is suitable
for the client on the basis of information fur-
nished by the client after reasonable inquiry
concerning the client’s overall portfolio,
investment objectives, financial situation and
needs, investment experience, and any other
information known by the adviser;

(B) Inducing trading in a client’s account
when:

1. The size or frequency of such trading
is excessive given the financial resources,
investment objectives, and character of the
account; and

2. The adviser directly benefits from the
number of securities transactions effected in
a client’s account;

(C) Ordering the purchase or sale of a
security for a client’s account without author-
ity to do so;

(D) Ordering the purchase or sale of a
security for a client’s account upon a third-
party’s instruction without first receiving the
client’s third-party trading authorization in
writing;

(E) Establishing fictitious accounts in
order to execute transactions, which would
otherwise be prohibited;

(F) Exercising any discretionary power in
ordering the purchase or sale of securities for

a client without first obtaining the client’s
written discretionary authority within ten
(10) business days after the date of the first
transaction placed pursuant to oral discre-
tionary authority, unless the discretionary
power relates solely to the price at which, or
the time when, an order involving a definite
amount of a specified security shall be exe-
cuted, or both;

(G) Borrowing money or securities from a
client unless the client is a broker-dealer, an
affiliate of the investment adviser, or a finan-
cial institution engaged in the business of
loaning funds;

(H) Lending money to a client unless the
investment adviser is a financial institution
engaged in the business of lending funds or
the client is an affiliate of the adviser;

(I) Failing to furnish to a client purchasing
securities in an offering, no later than the
date of confirmation of the transaction, either
a final prospectus or a preliminary prospectus
and an additional document, which together
include all information set forth in the final
prospectus, or making oral or written state-
ments contrary to or inconsistent with the
disclosures contained in the prospectus;

(J) Misrepresenting to any client or
prospective client the qualifications of the
adviser or its employees, or to misrepresent
the nature of the advisory services being
offered or fees to be charged for such ser-
vices, or to omit to state a material fact nec-
essary to make the statements made regarding
qualifications, services or fees, in light of the
circumstances under which they are made,
not misleading;

(K) Providing to a client a report or rec-
ommendation prepared by someone other
than the adviser without also disclosing to the
client that someone else prepared that report
or recommendation. This prohibition does
not apply to an adviser’s use of published
research reports or statistical analysis when
rendering advice, nor when an adviser orders
such a report in the normal course of provid-
ing service;

(L) Rendering advice to a client before
making written disclosure to that client about
any material conflict of interest relating to the
adviser, its representative, or any of its
employees, when that conflict could reason-
ably be expected to impair the rendering of
unbiased and objective advice including:

1. Compensation arrangements connect-
ed with advisory services to clients which are
in addition to compensation from those
clients for such services; and

2. Charging a client an advisory fee for
rendering advice when the adviser or its

employees will also receive a commission for
executing securities transactions pursuant to
that advice;

(M) Failing to disclose to any client or
prospective client all material facts with
respect to:

1. Any financial condition of the advis-
er that is reasonably likely to impair the abil-
ity of the adviser to meet contractual com-
mitments to clients, if the adviser has
discretionary authority (express or implied)
or custody over such client’s funds, assets, or
securities, or requires payment of advisory
fees six (6) or more months in advance and in
excess of five hundred dollars ($500) per
client; or

2. Any legal or disciplinary event that is
material to an evaluation of the adviser’s
integrity or ability to meet contractual com-
mitments to clients;

(N) Charging a client an unreasonable and
inequitable advisory fee in light of the fees
charged by other advisers providing essential-
ly the same services;

(O) Paying solicitor fees if such fees are
not paid in accordance with 15 CSR 30-
51.145(1), charging performance based fees
that are not in accordance with 15 CSR 30-
51.145(2), or having custody or possession of
a client’s funds and/or securities if such cus-
tody or possession is not maintained in accor-
dance with 15 CSR 30-51.100;

(P) Guaranteeing a client that a specific
result will be achieved (gain or no loss) as a
result of advice that will be rendered;

(Q) Disclosing the identity, affairs, or
investments of any client to any third party
unless required by law to do so, or unless
consented to by the client;

(R) Entering into, extending or renewing
any investment advisory contract, other than
a contract for impersonal advisory services,
unless such contract is in writing and disclos-
es, in substance:

1. The services to be provided;

2. The term of the contract;

3. The advisory fee or the formula for
computing the fee;

4. The amount or the manner of calcu-
lation of the amount of the prepaid fee to be
returned in the event of contract termination
or nonperformance;

5. Whether the contract grants discre-
tionary power to the adviser or its represen-
tatives; and

6. That no assignment of such contract
shall be made by the adviser without the
client’s consent;
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(S) Publishing, circulating, or distributing
any advertisement that does not comply with
17 CFR section 275.206(4)-1;

(T) Failing or refusing to furnish a cus-
tomer, upon reasonable request, information
to which s/he is entitled, or to respond to a
formal written reprimand or complaint;

(U) Engaging in any conduct or act, either
directly or indirectly through any other per-
son, which would violate any applicable pro-
fessional, fair practice or ethical standard
established by state or federal law or regula-
tion; and

(V) Aiding or abetting any of the acts or
practices enumerated in this rule.

(2) The conduct set forth above is not inclu-
sive. Engaging in other conduct such as
nondisclosure or incomplete disclosure of
material fact, or other deceptive practices are
dishonest or unethical business practices.

AUTHORITY: sections 409.4-412 and 409.6-
605, RSMo Supp. 2003.* Original rule filed
April 8, 2004, effective Oct. 30, 2004

*Original authority: 409.4-412, RSMo 2003 and 409.6-
605, RSMo 2003.

15 CSR 30-51.173 Supervision Guidelines
for Investment Advisers

PURPOSE: This rule provides guidance for
reasonable supervision by investment advis-
ers.

(1) The phrase “failed reasonably to super-
vise” under section 409.4-412(d)(9) of the
Missouri Securities Act of 2003 (the Act) is a
standard allowing each investment adviser
(firm) the flexibility to fashion procedures
and systems that address its particular organi-
zational and management structure. Yet the
following are guidelines that provide guid-
ance to registered investment advisers with
two (2) or more employees of factors consid-
ered by the commissioner in evaluating rea-
sonable supervision.

(2) The following guidelines shall be factors
in considering what is reasonable supervision
for any firm, which employs two (2) or more
individuals, whether:

(A) The firm has established current pro-
cedures and systems for supervising the activ-
ities of agents, employees and Missouri office
operations that are reasonably designed to
achieve compliance with applicable state and
federal securities laws and regulations;

(B) The firm has established current pro-
cedures and systems that could reasonably be
expected to allow a supervisor reasonably
discharging his/her supervisory duties under
such established procedures to prevent and
detect violations of the Act, and the firm reg-
ularly reviews these procedures and systems;

(C) The firm has reasonably implemented
the procedures and systems referred to in
subsections (A) and (B) above;

(D) The firm provides appropriate initial
and periodic refresher training to supervisors,
employees and representatives regarding the
firm’s procedures and systems and additional
initial and periodic training to supervisors in
the procedures and systems referred to in
subsections (A) and (B) above;

(E) The firm reasonably follows up on
indications of wrongdoing, “red flags.” Such
red flags may consist of, but are not limited
to, activities of unauthorized personnel,
churning, unauthorized trading, low level of
production but high expenses, garnishment of
wages, regulatory actions, prior disciplinary
history of one (1) or more customer com-
plaints and recent customer complaints;

(F) The firm has an adequate system to
track and monitor the status of customer
complaints;

(G) The firm has designated a qualified
supervisor of the investment adviser for each
representative or employee;

(H) The designated supervisor of employ-
ees located in Missouri maintains a principal
place of business in Missouri, or in a location
that allows the supervisor to visit the premis-
es of supervised agents in Missouri within a
reasonable time;

(I) The designated supervisor is responsi-
ble for supervising no more representatives at
any one (1) time than would allow the super-
visor to effectively execute his supervisory
duties. The appropriate number of represen-
tatives which one (1) person can reasonably
supervise is dependent on the nature of the
business conducted by the persons super-
vised, technical resources available to the
supervisor, additional personnel available to
assist the supervisor, and other resources
made available to assist the supervisor;

(J) The firm conducts annual compliance
examinations of supervisory locations with
effective deficiency and follow-up proce-
dures. Unannounced examinations may be
reasonable if there are compliance issues
concerning agents or activities;

(K) The firm reasonably audits for compli-
ance including reasonable follow-up and
proof, independent of the representative, that

mail is reviewed for customer complaints and
other red flags;

(L) The firm has and implements proce-
dures and systems for reasonable oversight of
supervisors; and

(M) The firm has a reasonable policy for
disciplinary and progressive supervisory
action, which is reasonably implemented.

AUTHORITY: sections 409.4-412(d)(9) and
409.6-605, RSMo Supp. 2003.* Original rule
filed April 8, 2004, effective Oct. 30, 2004.

*Original authority: 409.4-412, RSMo 2003 and 409.6-
605, RSMo 2003.

15 CSR 30-51.175 Exclusion From Defini-
tion of Broker-Dealer

PURPOSE: The commissioner is authorized
by the Missouri Securities Act of 2003 to cre-
ate exceptions from the definition of broker-
dealer. This rule excludes from the definition
certain credit unions engaged in limited bro-
ker-dealer activities under a networking
arrangement with a registered broker-dealer.

(1) Networking Arrangements Between Bro-
ker-Dealers and Credit Unions. A credit
union organized or chartered under the laws
of the United States or under the laws of the
state of Missouri, or that is organized or
chartered under the laws of a state which has
reciprocity with Missouri, is excluded from
the definition of broker-dealer under section
409.1-102(4)(E), RSMo if such credit
union’s broker-dealer activities are limited to
those authorized in a contractual or other
written arrangement with a broker-dealer
registered under the Missouri Securities Act
of 2003 whereupon the broker-dealer offers
brokerage services on or off the premises of
the credit union and—

(A) Such broker-dealer is clearly identified
as the person performing the brokerage ser-
vices;

(B) The broker-dealer performs brokerage
services in an area that is clearly marked and,
to the extent practicable, physically separate
from the routine deposit-taking activities of
the credit union;

(C) Any materials used by the credit union
to advertise or promote generally the avail-
ability of brokerage services under the
arrangement clearly indicate that the broker-
age services are being provided by the bro-
ker-dealer and not by the credit union;

(D) Any materials used by the credit union
to advertise or promote generally the avail-
ability of brokerage services under the
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arrangement are in compliance with Missouri
and federal securities laws before distribu-
tion;

(E) Employees of the credit union (other
than agents of a broker-dealer who are regis-
tered under the Missouri Securities Act of
2003 and qualified pursuant to the rules of a
self-regulatory organization) perform only
clerical or ministerial functions in connection
with brokerage transactions including sched-
uling appointments with the agents of a bro-
ker-dealer, except that employees of a credit
union may forward customer funds or securi-
ties and may describe in general terms the
types of investment vehicles available from
the credit union and the broker-dealer under
the arrangement;

(F) Employees of the credit union do not
receive incentive compensation for any bro-
kerage transaction unless such employees are
agents of a broker-dealer, are registered
under the Missouri Securities Act of 2003
and are qualified pursuant to the rules of a
self-regulatory organization, except that the
employees of the credit union may receive
compensation for the referral of any customer
if the compensation is a nominal one (1)-time
cash fee of a fixed dollar amount and the pay-
ment of the fee is not contingent on whether
the referral results in a transaction;

(G) Such services are provided by the bro-
ker-dealer on a basis in which all customers
that receive any services are fully disclosed to
the broker-dealer;

(H) The credit union does not carry a secu-
rities account of the customer; and

(I) The credit union or broker-dealer
informs each customer that the brokerage ser-
vices are provided by the broker-dealer and
not by the credit union and that the securities
are not deposits or other obligations of the
credit union, are not guaranteed by the cred-
it union, and are not insured by the Federal
Deposit Insurance Corporation or the Nation-
al Credit Union Administration.

AUTHORITY: sections 409.1-102(4) and
409.6-605, RSMo Supp. 2003.* Original rule
filed Feb. 13, 2004, effective July 30, 2004.

*Original authority: 409.1-102, RSMo 2003 and 409.6-
605, RSMo 2003.

15 CSR 30-51.180 Exemptions from Regis-
tration for Broker-Dealers, Agents, Invest-
ment Advisers, and Investment Adviser
Representatives

PURPOSE: This rule prescribes exemptions
from registration for broker-dealers, agents,

investment advisers, and investment adviser
representatives.

(1) Canadian Limited Registration Exemp-
tion.

(A) Broker-Dealer Exemption. A broker-
dealer that is registered in Canada and who
has no office or other physical presence in
this state is exempted from broker-dealer reg-
istration pursuant to section 409.4-401(d),
RSMo, provided it complies with the follow-
ing conditions:

1. Registered with or is a member of a
self-regulatory organization in Canada, stock
exchange in Canada or the Bureau des ser-
vices financiers;

2. Maintains in good standing its provin-
cial or territorial registration and its registra-
tion with or membership in a self-regulatory
organization in Canada, stock exchange in
Canada or the Bureau des services financiers;
and

3. Effects or attempts to effect transac-
tions in securities:

A. With or for a person from Canada
who is temporarily present in this state, with
whom the Canadian broker-dealer had a bona
fide broker-dealer-client relationship before
the person entered the United States; or

B. With or for a person from Canada
who is present in this state, whose transac-
tions are in Canadian self-directed tax advan-
taged retirement account of which the person
is the holder or contributor.

(B) Agent Exemption. An agent who rep-
resents a Canadian broker-dealer that is
exempt under this rule is exempt from agent
registration under section 409.4-402, RSMo.

(2) Exemption from Investment Adviser Reg-
istration for Broker-Dealers with Investment
Adviser Capacity.

(A) A broker-dealer registered under sec-
tion 409.4-401, RSMo that transacts busi-
ness in this state as an investment adviser is
exempt from registering as an investment
adviser under section 409.4-403, RSMo pro-
vided that the broker-dealer complies with
the following conditions:

1. The broker-dealer must control and
supervise all investment advisory activities of
the investment adviser representatives; and

2. The broker-dealer must comply with
the notice filing requirement set forth in 15
CSR 30-51.020(1)(C).

(3) Exemption from Investment Adviser Rep-
resentative Registration for Broker-Dealer
Agents. A broker-dealer agent registered
under section 409.4-402, RSMo that trans-
acts business in this state as an investment

adviser representative is exempt from regis-
tering as an investment adviser representative
under section 409.4-404, RSMo provided
that the investment adviser representative is
under the control and supervision of the reg-
istered broker-dealer.

(4) Exemption from Investment Adviser Rep-
resentative Registration for Solicitors. A per-
son who is paid a solicitor fee pursuant to 15
CSR 30-51.145(1) is exempt from registering
as an investment adviser representative.

AUTHORITY: sections 409.4-401 (d) 409.4-
402(b)(9), 409.4-403(b)(3), 409.4-404(b)(2),
and 409.6-605, RSMo Supp. 2003.* Original
rule filed Dec. 28, 2001, effective July 30,
2002. Emergency amendment filed Aug. 27,
2003, effective Sept. 12, 2003, expired March
9, 2004. Amended: Filed Aug. 28, 2003,
effective Feb. 29, 2004.

*Original authority: 409.4-401, RSMo 2003; 409.4-402,
RSMo 2003; 409.4-403, RSMo 2003; 409.4-404, RSMo
2003, 409.6-605, RSMo 2003.
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