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Derivatives trading and execution, swap

intermediation, 2:76

INTERNATIONAL SOFT DOLLARS
General discussion, 12:1 to 12:10
Australia, 12:7
Canada, 12:6
France, 12:10
Hong Kong, 12:5
Ireland, 12:9
Singapore, 12:8
United Kingdom (this index)

SOFT DOLLARS, MIFID II AND OTHER TRADING ACTIVITIES

Index-6



INTERNET TRADING
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CFA Institute soft dollar standards, 7:39
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general discussion, 7:33 to 7:37
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Disclosure obligations

general discussion, 7:2 to 7:12
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services, 7:10
Form ADV-Part 2A, disclosure obligations
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7:8
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2A), 7:6
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Form CRS, 7:11
Inspection by SEC, 7:24 to 7:27
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covered transactions, 7:16
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Form 13H, 7:17
reports, 7:14 to 7:18

INVESTMENT ADVISERS—Cont’d
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Section 13(h) reports, 7:14
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Misleading SEC filings, liability for, 7:22
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Reciprocal practices, 7:29
Recordkeeping obligations, 7:13
Referrals, Form ADV-Part 2A, disclosure obliga-

tions (Item 12A of Part 2A), 7:6
‘‘Regular’’ inspections, 7:25
Report to SEC, 7:38
Selection of brokers, Form ADV-Part 2A,

disclosure obligations (Item 12A of Part
2A), 7:4

Supervise, liability for failure, 7:23
Survey of soft dollar administrative/court actions

general discussion, 7:28 to 7:32
compensation, undisclosed, 7:31
marketing and training services, 7:30
non-research expenses, 7:32
reciprocal and rebating practices, 7:29

‘‘Sweep’’ inspections, 7:27
Training and marketing services, 7:30
Transaction cost analysis, 7:20

INVESTMENT ADVISERS ACT
In re Dawson-Samberg Capital Management,

Inc., Rel. No. 1889 (Aug. 3, 2000), App 26

INVESTMENT COMPANY INSTITUTE
SEC No-Action Letter, App 42

INVESTMENT DISCRETION
Safe Harbor (Section 28(e)) (this index)

INVESTMENT MANAGEMENT
Letter to AIMA, Financial Conduct Authority,

App 40

IRELAND
General discussion, 12:9

LARGE TRADER REPORTS
General discussion, 7:14 to 7:18
Broker-dealers, large trader reports on Form 13H,

9:36

LATEST TRENDS AND DEVELOPMENTS
Generally, 13:1 et seq.
Financial Conduct Authority (FCA) adoption of

new optionality for
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Proposed shortening
securities clearance, 13:2
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Securities clearance, proposed shortening, 13:2
Settlement cycle, proposed shortening, 13:2

INDEX

Index-7



LIMIT ORDERS
Equity trading and execution, 2:9

LIQUIDITY OF MARKET
Arguments against soft dollar arrangements, 1:38

MARKETING AND TRAINING SERVICES
Investment advisers, 7:30

MARKET-MAKERS
Exchange-traded funds (ETFs), 2:80

MARKET OR MARKETS
Close orders, equity trading and execution, 2:18
Orders, equity trading and execution, 2:10

MARKETS IN FINANCIAL INSTRUMENTS
DIRECTIVE (MIFID II)

General discussion, 11:1 et seq.
Advisers, 11:11
Best execution

generally, 11:8 to 11:10
National Association of Securities Dealers

(NASD) Notice to Members 01-22 (Apr.
2001), App 29

policy, 11:9
reporting requirements, 11:10

Free research, unrequested, 11:7
Inducements. Investment research inducements,

below
Investment research inducements

generally, 11:4 to 11:6
miFID II and European Commission Delegated

Directive and Delegated Regulation, App
30

minor non-monetary benefits, 11:5
payment accounts, 11:6

MiFIR, 11:3
Outsourcing, 11:11
Reporting requirements, 11:10
Sub-advisers and outsourcing, 11:11
U.S. managers, 11:12

‘‘MAY DAY’’
Safe harbor (Section 28(e)), introduction of

negotiated brokerage commissions, 3:2

MIFID II (MARKETS IN FINANCIAL
INSTRUMENTS DIRECTIVE II)

Markets in Financial Instruments Directive
(MiFID II) (this index)

MIXED-USE PRODUCTS AND SERVICES
Safe harbor (Section 28(e)), 4:29, 4:32, 4:33

MONITORING
Mutual funds, soft dollar arrangements by direc-

tors, 8:2

MORTGAGE AND MORTGAGE-BACKED
SECURITIES TRADING

Collateralized mortgage obligations (CMOs),
2:66

‘‘Dollar rolls,’’ 2:64
Mortgage trading markets, 2:62
‘‘To be announced’’ markets, 2:63
Trading and execution

general discussion, 2:62 to 2:66
bids or offers, competition, 2:65
collateralized mortgage obligations (CMOs),

2:66
‘‘dollar rolls,’’ 2:64
‘‘to-be-announced’’ markets, 2:63

MUTUAL FUNDS
General discussion, 8:1 to 8:29
Advisory contracts (Sections 15 and 36(b)), 8:1,

8:2
Affiliated brokerage

general discussion, 8:22 to 8:27
disclosure to fund shareholders, open-end

funds (Item 21(b)), 8:6
recordkeeping, Section 17(e) and Rule 17e-1,

8:25
Section 17(e) and Rule 17e-1, 8:23 to 8:25
soft dollar arrangements outside Section 28(e),

8:26
use of affiliated broker-dealer, 8:27

Closed-end funds, disclosure to fund sharehold-
ers, Forms N-2, N-3, and N-4, 8:10

Compensation of adviser, 8:1
Directed brokerage arrangements, disclosure to

fund shareholders (Item 21(d)), 8:8
Disclosures related to proxies

general discussion, 8:16 to 8:18
benefits from soft dollar arrangements, 8:17
brokerage-related disclosures, 8:18

Disclosure to fund shareholders
general discussion, 8:3 to 8:10
affiliated brokerage, open-end funds (Item

21(b)), 8:6
closed-end funds, Forms N-2, N-3, and N-4,

8:10
directed brokerage arrangements, open-end

funds (Item 21(d)), 8:8
general practices (Item 21(a)), 8:5
investments in regular brokers or dealers,

open-end funds (Item 21(e)), 8:9
open-end funds, 8:4 to 8:9
selection and evaluation of broker-dealers,

open-end funds (Item 21(c)), 8:7
variable insurance separate accounts, Forms

N-2, N-3, and N-4, 8:10
Distribution of fund shares

general discussion, 8:11 to 8:13
FINRA Rule 2341(k), 8:13
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MUTUAL FUNDS—Cont’d
Distribution of fund shares—Cont’d

Rule 12b-1 prohibitions, 8:12
Evaluation of broker-dealers, disclosure to fund

shareholders (Item 21(c)), 8:7
Expenses of fund, using brokerage commissions

to pay, 8:20, 8:21
FINRA Rule 2341(k), distribution of fund shares,

8:13
ICI report, 8:28
Industry guidance on mutual fund soft dollar

practices, 8:28, 8:29
Investments in regular brokers or dealers,

disclosure to fund shareholders (Item 21(e)),
8:9

Monitoring soft dollar arrangements by directors,
8:2

NASD mutual fund task force report, 8:29
Proxies. Disclosures related to proxies, above
Recordkeeping

affiliated brokerage, Section 17(e), 8:25
Section 31 and Rule 31a-1, 8:19

Reports
semi-annual reports to SEC, Form N-CEN,

8:14
shareholders, reports to, Section 30(e) and

Rule 30e-1, 8:15
shareholders, Section 30(e) and Rule 30e-1,

8:5
Section 17(e) and Rule 17e-1, affiliated broker-

age, 8:23 to 8:25
Selection of broker-dealers, disclosure to fund

shareholders (Item 21(c)), 8:7
Semi-annual reports to SEC, Form N-CEN, 8:14
Shareholders, reports to, Section 30(e) and Rule

30e-1, 8:15
Variable insurance separate accounts, disclosure

to fund shareholders, Forms N-2, N-3, and
N-4, 8:10

NATIONAL ASSOCIATION OF SECURITIES
DEALERS (NASD)

Notice to Members 01-22 (Apr. 2001), App 29

NO-ACTION LETTERS
Bankers Trust Company (pub. avail. Jan. 7,

1977), App 6
Becker Securities Corp. (pub. avail. June 28,

1976), App 9
BNY ConvergEx Group (pub. avail. Sept. 21,

2010), App 38
Capital Institutional Services, Inc. (pub. avail.

Apr. 13, 2007), App 37
Carolina Capital Markets, Inc. (pub. avail. July

30, 2013), App 39
Data Exchange Securities (pub. avail. May 20,

1981), App 8

NO-ACTION LETTERS—Cont’d
Department of Labor (Charles Lerner) (pub.

avail. July 25, 1990), App 10
Department of Labor, Letter Regarding U.S.

(pub. avail. Oct. 25, 1988), App 12
Foley and Lardner (pub. avail. Jan. 3, 1977), App

5
Fund Monitoring Services, Inc. (pub. avail. Dec.

4, 1978), App 7
Gilder, Gagnon & Co. (pub. avail. July 4, 1987),

App 15
Hoenig & Co. (pub. avail. Oct. 15, 1990), App 11
Instinet Corp. (pub. avail. Jan. 15, 1992), App 20
Investment Company Institute, SEC, App 42
SEI Financial Services Co. (pub. avail. Dec. 15,

1983), App 24
SIFMA asset management group, SEC, App 41

NOT HELD ORDERS
Equity trading and execution, 2:12

OFFICE OF THE COMPTROLLER OF THE
CURRENCY

Banks (this index)

ONLINE TRADING
Equity trading and execution, 2:37

OVER-THE-COUNTER MARKETS
Equity Trading and Execution (this index)
Safe harbor (Section 28(e)), agency transactions

in OTC securities, 5:8

PAYMENT
Broker-Dealers (this index)

PEGGING
Equity trading and execution, 2:22

PENALTIES
ERISA, 6:18

PENSION PLANS
Safe harbor (Section 28(e)), directed brokerage

arrangements, 3:11

POST-ONLY
Equity trading and execution, 2:24

PRIME BROKERAGE ARRANGEMENTS
Broker-dealers, 9:34

PRINCIPAL TRANSACTIONS
Safe Harbor (Section 28(e)) (this index)

PROGRAMS
Equity trading and execution, 2:42

PROPOSALS, SEC
Shortening

securities clearance, 13:2
settlement cycle, 13:2

INDEX
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PROXIES
Mutual Funds (this index)

REBATES
Broker-dealers, documentation, Rule 10b-10,

9:11
Investment advisers, 7:29

RECIPROCAL PRACTICES
Investment advisers, 7:29

RECORDKEEPING
Banks, Federal Reserve, 10:13
Investment advisers, 7:13
Mutual funds

affiliated brokerage, Section 17(e), 8:25
Section 31 and Rule 31a-1, 8:19

REFERRAL ARRANGEMENTS
ERISA, 6:17

REGULATION AC
Broker-dealers, third-party research, 9:35

REGULATION FD
Securities research, impact of Regulation FD,

1:16

REGULATION NMS
Generally, 2:45
Clearance and settlement, 2:46, 2:47

REGULATORS
Banking regulators, guidance from, 10:10 to

10:15

REIMBURSEMENT
Directed brokerage arrangements, expenses, 1:6

REPORTS
Broker-dealers, large trader reports on Form 13H,

9:36
Investment advisers, 7:38
Large traders reports, 7:14 to 7:18, 9:36
Markets in Financial Instruments Directive

(MiFID II), 11:10
Mutual funds

semi-annual reports to SEC, Form N-CEN,
8:14

shareholders, reports to, Section 30(e) and
Rule 30e-1, 8:15

RESEARCH, GENERALLY
General discussion, 1:13 to 1:16
Research / Brokerage Product or Service Request

Form, App 25
Safe Harbor (Section 28(e)) (this index)
Sources of securities research, 1:14
Types of research, 1:15

RESERVE ORDERS
Equity trading and execution, 2:21

RISKLESS PRINCIPAL
Equity trading and execution, 2:38

RULE 10B-10 CONFIRMATIONS
Broker-dealers, 9:10 to 9:12

SAFE HARBOR (SECTION 28(e))
General discussion, 3:1 to 3:13, 4:1 to 4:34, App

2, App 36
Administrative history (1976 release), 3:5
Administrative history (1986 release)

general discussion, 3:6 to 3:11
best execution, 3:10
brokerage and research services, defined, 3:8
disclosure and other obligations, 3:9
pension plans, directed brokerage arrange-

ments for, 3:11
Administrative history (2001 release), 3:12
Administrative history (2006 release), 3:13
Advisory fees, level of, 5:25
Advisory relationships, 4:6
Affiliated broker-dealer, good faith determina-

tions by money managers, 4:34
Allocation process for mixed-use products and

services, good faith determinations by
money managers, 4:33

‘‘Appropriate regulatory agency’’ for disclosure,
5:26

Arrangements outside the safe harbor, 1:9, 5:22
Becker securities no-action letter, 4:25
Best execution, 3:10, 5:13
Binding advance commitments, 5:12
Brokerage and research services

general discussion, 4:10 to 4:29
Becker securities no-action letter, 4:25
brokers and correspondent relationships, 4:24

to 4:28
client commission arrangements, 4:24, 4:28
data exchange securities no-action letter, 4:26
definitions, 3:8, 4:11 to 4:23
delivery of research, 4:17, 4:21
‘‘lawful and appropriate assistance,’’ defined,

4:16
mixed-use products and services, 4:29
SEI financial services no-action letter, 4:27
specific products or services that do not qualify

as ‘‘research,’’ 4:14
specific products or services that qualify as

‘‘research,’’ 4:13
‘‘substantive content’’ requirement, 4:15
third party research, below

Brokers and correspondent relationships, 4:24 to
4:28

Commission arrangements, brokerage and
research services, 4:24, 4:28

SOFT DOLLARS, MIFID II AND OTHER TRADING ACTIVITIES
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SAFE HARBOR (SECTION 28(e))—Cont’d
Commission Guidance Regarding Client Com-

mission Practices Under Section 28(e), App
36

Contracting out of Section 28(e), 5:19, 5:20
Correction of trading errors, use of soft dollars

for, 5:11
Data exchange securities no-action letter, broker-

age and research services, 4:26
Definitions, 4:11 to 4:23
Delegation of investment management responsi-

bilities, 4:5
Delivery of research, 4:17, 4:21
Department of Labor letter, principal transac-

tions, 5:5
Disclosure and other obligations, administrative

history (1986 release), 3:9
Discretion. Investment discretion, below
Elements of safe harbor, generally, 4:3 to 4:34
ERISA, 6:3
Financial futures transactions, 5:10
FINRA Rule 5141, syndicate soft dollars,

research for underwriting concessions, 5:2
Fixed income securities, agency transactions in,

5:8
Fixed price underwritings, syndicate soft dollars,

5:3
‘‘Give-ups,’’ 5:14
Good faith determinations by money managers

general discussion, 4:30 to 4:34
affiliated broker-dealer, use of, 4:34
allocation process for mixed-use products and

services, 4:33
definition of good faith, 4:31
mixed-use products and services, 4:32, 4:33

III report, payment of money manager’s bills,
4:23

Index funds, investment discretion, 4:9
Interpositioning, principal transactions, 5:9
Investment discretion

general discussion, 4:4 to 4:9
advisory relationships, 4:6
authority to monitor or terminate money

manager, 4:8
defined, 4:4
delegation of investment management respon-

sibilities, 4:5
index funds, 4:9
persons managing their own accounts, 4:7

‘‘Lawful and appropriate assistance,’’ defined,
4:16

Legal consequences of not paying-up for
research, 5:23

Legislative history, 3:3
Legislative overriding of Section 28(e), 5:19,

5:21

SAFE HARBOR (SECTION 28(e))—Cont’d
‘‘May day’’ and introduction of negotiated

brokerage commissions, 3:2
Mixed-use products and services, 4:29, 4:32,

4:33
Money managers, binding advance commitments,

5:12
‘‘No paying up’’ argument, 5:24
Operative clauses, 4:2
OTC securities, agency transactions in, 5:8
Pension plans, directed brokerage arrangements

for, 3:11
Principal transactions

general discussion, 5:4 to 5:9
Department of Labor letter, 5:5
fixed income or OTC securities, agency

transactions in, 5:8
Hoenig & Co. letter, 5:6
interpositioning, 5:9
transparent ‘‘riskless principal’’ trades, 4:7
2001 SEC interpretative release, transparent

‘‘riskless principal’’ trades, 4:7
Proprietary client commission arrangements and

relationship with money manager, 5:18
Research. Third party research, below
SEC staff views on availability of safe harbor,

5:27
SEI financial services no-action letter, 4:27
Step outs and client commission arrangements

general discussion, 5:15 to 5:17
background and description, 5:15
client commission arrangements, 5:17
SEC examinations, 5:16

‘‘Substantive content’’ requirement, brokerage
and research services, 4:15

Syndicate soft dollars
general discussion, 5:1 to 5:3
fixed price underwritings, 5:3
research for underwriting concessions (FINRA

Rule 5141), 5:2
Third party research

general discussion, 4:18 to 4:23
delivery of research, 4:21
III report, payment of money manager’s bills,

4:23
manager-selected research, 4:22
‘‘provided by’’ requirement, 4:19
third party prepared research, 4:20

Transparent ‘‘riskless principal’’ trades, 5:7

SCI REGULATION
Equity trading and execution, 2:48

SECONDARY MARKETS
Equity trading and execution, 2:7
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SECURITIES EXCHANGE ACT
Rel. No. 11629 (Sept. 3, 1975), App 14
Rel. No. 12251 (Mar. 24, 1976), App 4
Rel. No. 16679 (Mar. 19, 1980), App 3
Rel. No. 23170 (Apr. 23, 1986), App 1
Rel. No. 45194 (Dec. 27, 2001), App 32

SECURITIES EXCHANGE COMMISSION
(SEC)

Broker-dealers
SEC inspections, 9:14
SEC recommendations as to practices and

controls, 9:17
Investment advisers

inspection by SEC, 7:24 to 7:27
misleading SEC filings, liability for, 7:22
report to SEC, 7:38

Latest Trends and Developments (this index)
Mutual funds, semi-annual reports to SEC, Form

N-CEN, 8:14
No-Action Letters (this index)
Safe harbor (Section 28(e))

Principal transactions, 2001 SEC interpretative
release, transparent ‘‘riskless principal’’
trades, 4:7

Step outs and client commission arrangements
SEC examinations, 5:16

Safe harbor (Section 28(e)), Staff views on avail-
ability, 5:27

SECURITIES INDUSTRY AND FINANCIAL
MARKETS ASSOCIATION (SIFMA)

Asset management group, SEC No-Action Letter,
App 41

SERVICE PROVIDER DISCLOSURES
ERISA, disclosures under Section 408(b)(2),

6:14

SETTLEMENTS
See also Clearing Arrangements (this index)
Derivatives trading and execution, futures clear-

ing and settlement, 2:71
Settlement cycle, proposed shortening, 13:2

SHORT-SELLING
Exchange-traded funds (ETFs), 2:81

SIA BEST PRACTICES
General discussion, App 23
Broker-dealers, 9:17

SINGAPORE
General discussion, 12:8

SPONSORS AND SPONSORSHIP
Equity trading and execution, 2:5

STAFF
SEC

availability of safe harbor, 5:27
relief regarding MiFID II, 11:13

STATEMENT OF GUIDING PRINCIPLES ON
TRADING PRACTICES, COMMISSION
LEVELS, SOFT DOLLARS AND
COMMISSION RECAPTURE

General discussion, App 34

STEP OUTS
Broker-dealers, 9:12
Safe Harbor (Section 28(e)) (this index)

STOP-LOSS ORDERS
Equity trading and execution, 2:16

SUPERVISION
Broker-dealers, liability for failure to supervise,

9:2
Investment advisers, liability for failure to

supervise, 7:23

SWAPS AND SECURITY-BASED SWAPS
Derivatives trading and execution, 2:73 to 2:77

‘‘SWEEP’’ INSPECTIONS
Investment advisers, 7:27

SWEEP ORDERS
Equity trading and execution, 2:20

SYNDICATE SOFT DOLLARS
Safe Harbor (Section 28(e)) (this index)

SYSTEMS COMPLIANCE AND INTEGRITY
(SCI)

Equity trading and execution, 2:48

THIRD-PARTY RESEARCH
Broker-dealers, Regulation AC, 9:35
Safe Harbor (Section 28(e)) (this index)

‘‘TO BE ANNOUNCED’’ MARKETS
Mortgage and mortgage-backed securities trad-

ing, 2:63

TRADING AND EXECUTION
Banks, 10:5
Bids or offers, competition, 2:65
Collateralized mortgage obligations (CMOs),

2:66
Derivatives Trading and Execution (this index)
‘‘Dollar rolls,’’ 2:64
Equity Trading and Execution (this index)
Exchange-Traded Funds (ETFs) (this index)
Fixed Income Trading (this index)
Foreign exchange markets

generally, 2:59 to 2:61
last look, 2:61
trading instruments and venues, 2:60

SOFT DOLLARS, MIFID II AND OTHER TRADING ACTIVITIES
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TRADING AND EXECUTION—Cont’d
Global trading, 2:78
Mortgage and Mortgage-Backed Securities

Trading (this index)
Permit trading, 2:68
Physical commodities, 2:67
‘‘To be announced’’ markets, 2:63
Transition management, 2:83

‘‘T-Charter,’’ 2:84

TRAINING AND MARKETING SERVICES
Investment advisers, 7:30

TRANSACTION COST ANALYSIS
Investment advisers, 7:20

TRANSITION MANAGEMENT
Trading and execution, 2:83

‘‘T-Charter,’’ 2:84

TRANSPARENCY
Arguments against soft dollar arrangements, 1:33

TYPES OF SOFT DOLLAR ARRANGEMENTS
General discussion, 1:2 to 1:10

UNBUNDLED ARRANGEMENTS
General discussion, 1:10

UNITED KINGDOM
Generally, 12:1 to 12:4
Interpretation and application of MiFID II, 12:3
Payment for order flow, 12:4
Requirements, international trading, 12:2

VARIABLE INSURANCE SEPARATE
ACCOUNTS

Mutual funds, disclosure to fund shareholders,
Forms N-2, N-3, and N-4, 8:10

VENUE
Foreign exchange markets, 2:60
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