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This fourteenth release to Broker-Dealer Regulation, Second Edition 
updates the treatise with the latest developments in and analysis of the regulatory 
framework applying to broker-dealers. Editor Cliff Kirsch and an expert group 
of contributing authors have revised seven chapters and offer two new chapters.

Highlights of Release #14 include:

Chapter 19, Best Execution and Customer Order Handling. Updated 
to cover FINRA’s December 2017 Report on FINRA Examination Findings, 
which is to be used as a resource for firms to strengthen their compliance 
with securities laws (see section 19:3.3), as well as exceptions to the general 
prohibition under FINRA Rule 5320 (see section 19:4.3[B]).

New Chapter 21B, The Consolidated Audit Trail. On July 18, 2012, 
the SEC approved Rule 613 under section 11A(a)(3)(B) of the Exchange 
Act requiring the national securities exchanges and the national securities 
association, FINRA, to act jointly to develop and maintain a consolidated audit 
trail (CAT), with respect to the trading of National Market System (NMS) 
securities. The SEC proposed the CAT in the wake of the “Flash Crash” of May 
6, 2010, when the equities and futures markets experienced a rapid decline in 
prices of over 5% in a matter of minutes, only to recover almost as quickly. This 
new chapter covers Rule 613; persons required to report, events required to be 
reported, and the timing of reports to the CAT; the CAT central repository; and 
the implementation and current status of the CAT NMS Plan.

Chapter 42F, Structuring and Selling Structured Products. New 
discussion of recent actions by the SEC’s Enforcement Division: the September 
2016 administrative proceeding against a broker-dealer that related to allegations 
that the broker-dealer’s training materials relating to structured products were 
insufficient (see section 42F:13.6); and an action related to recommended sales 
of structured notes and market-linked certificates of deposit dating back to a 
period from 2009 to 2013, and in which the SEC’s Enforcement Division in June 
2018 announced the entry into cease-and-desist proceedings pursuant to section 
8A of the Securities Act, section 15(b) of the Exchange Act, and section 203(e) 
of the Investment Advisers Act against a broker-dealer (see section 42F:13.7).



Chapter 42H, Private Placement Sales. Updated discussion includes 
coverage of section 508 of the Economic Growth, Regulatory Relief, and 
Consumer Protection Act (EGRRCPA), which directed the SEC to revise 
Regulation A+ so that public companies will be allowed to use Regulation A+ 
to offer securities (see section 42H:2.4[D]).

Chapter 47, The Volcker Rule. In June 2018, the SEC, Board of Governors 
of the Federal Reserve System, Office of the Comptroller of the Currency, 
Commodity Futures Trading Commission, and Federal Deposit Insurance 
Corporation jointly released a notice of proposed rulemaking that could 
significantly revise the Volcker Rule. The updated section discussions highlight 
key aspects of the Final Rules that may change if the 2018 Proposal is finalized 
as proposed.

Chapter 48, Broker-Dealer Use of Social Media and Related Regulations. 
New discussion of FINRA’s 2017 updated regulatory notice that provides 
broker-dealers with greater guidance on the use of social media to communicate 
with customers and potential customers, including related regulations and 
enforcement actions pertaining to social media (see section 48:3).

Chapter 49, Investment Banking Compliance. Discussion includes new 
coverage, among others, of “political intelligence” consultants and the 2012 
Stop Trading on Congressional Knowledge Act (the “STOCK Act”), which 
was designed to address insider trading by prohibiting the use of non-public 
information for private gain by members of Congress and other government 
employees (see section 49:1.6[A]); the Customer Due Diligence Requirements 
for Financial Institutions (the “CDD Rule”), which represents a departure from 
prior FinCEN rules (see section 49:9.4); Regulation Best Interest, which is the 
SEC’s proposed rulemaking that, if adopted, would impose a “best interest” 
standard of care on broker-dealers making recommendations to retail investors 
(see section 49:10.3[G]); and “big data,” along with the artificial intelligence 
(AI) and computational techniques that can be applied to large data sets, and the 
key issues it presents for broker-dealers (see section 49:13).

Chapter 51, Senior Investors. New discussion of the EGRRCPA, which 
provides an additional layer of federal protection regarding the financial 
exploitation of senior investors. In particular, section 303 of the EGRRCPA 
provides that, under certain circumstances, an individual or covered financial 
institution may have immunity from the disclosure of suspected financial 
exploitation of senior investors to certain state or federal agencies (see section 
51:5).

New chapter 52, Private Banking and Wealth Management. New chapter 
provides an extensive review of broker-dealer, investment adviser, and bank 
regulation of private banking and wealth management, as well as the relevant 
anti-money laundering requirements.

The Table of Authorities and Index have been updated to reflect the latest 
revisions.

Thank you for purchasing Broker-Dealer Regulation. If you have questions 
about this product, or would like information on our other products, please 
contact customer service at info@pli.edu or at (800) 260-4PLI.
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