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EXECUTIVE SUMMARY

Foreign broker-dealers wishing to engage with investors in the United States face a fundamental
regulatory threshold: Section 15(a) of the Securities Exchange Act of 1934 requires any broker-dealer
effecting transactions in, or inducing or attempting to induce the purchase or sale of, any security in
the United States to register with the Securities and Exchange Commission (SEC). Registration is
burdensome, costly, and for many foreign firms simply impractical. Rule 15a-6, adopted by the SEC in
1989 and amended thereafter, provides a structured set of exemptions that allow qualifying foreign
broker-dealers to conduct limited activities with U.S. persons without triggering full registration. This
white paper explains the registration obligation, the architecture of Rule 15a-6, the scope of each
available exemption, and the compliance structures that firms typically employ — in particular the
“chaperoning” arrangement that permits the broadest range of contact with U.S. institutional
investors. Note: For information purposes only. Not intended as legal advice or a legal opinion.
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l. Introduction: The Cross-Border Challenge for Foreign Broker-Dealers

International capital markets are deeply interconnected. Foreign broker-dealers routinely
identify investment opportunities — equity offerings, debt issuances, structured products, and
research — that may be of interest to investors located in the United States. At the same time, U.S.
institutional investors actively seek diversification through foreign securities and foreign markets.
The natural result is that foreign broker-dealers wish to communicate with, and effect
transactions for, U.S. persons.

The challenge is that the United States imposes a comprehensive regulatory framework on broker-
dealer activity that does not stop at the water's edge. The Securities Exchange Act of 1934 (the
“Exchange Act”) and the rules promulgated thereunder by the Securities and Exchange
Commission (the “SEC”) govern broker-dealer conduct with respect to transactions in securities
that have a sufficient nexus to the United States. A foreign firm that solicits U.S. investors,
transmits research to U.S. clients, or effects securities transactions for U.S. accounts can easily
find itself subject to U.S. broker-dealer registration requirements, even if the firm has no physical
presence in the United States.

This white paper examines the registration requirement in detail, explains why full registration is
frequently impractical for foreign firms, and then provides a comprehensive analysis of Rule 15a-
6 under the Exchange Act — the principal regulatory mechanism through which foreign broker-
dealers can access U.S. persons while avoiding registration. We pay particular attention to the
chaperoning arrangement under Rule 15a-6(a)(3), which is the most widely used and
commercially significant of the available exemptions.

Il. The Registration Requirement: Section 15(a) of the Exchange Act

A. The Statutory Baseline

Section 15(a)(1) of the Exchange Act makes it unlawful for any broker or dealer “to make use of
the mails or any means or instrumentality of interstate commerce to effect any transaction in, or
to induce or attempt to induce the purchase or sale of, any security” unless that broker or dealer
is registered with the SEC or exempt from registration. The breadth of this provision is
intentional. The phrase “means or instrumentality of interstate commerce” has been interpreted
broadly to encompass virtually any form of communication — including telephone calls, emails,
facsimiles, wire transfers, and internet communications — that crosses state or national lines.

For a foreign broker-dealer, the practical implication is stark: any communication to a U.S. person
that solicits the purchase or sale of a security, or any transaction effected for a U.S. account,
potentially triggers the registration requirement if it is transmitted using a “means or
instrumentality of interstate commerce.” Given that electronic communications are the norm in
modern financial markets, it is virtually impossible for a foreign broker-dealer to conduct
meaningful business with U.S. investors without using such instrumentalities.
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B. What Registration Entails

Registration as a broker-dealer with the SEC is a substantial undertaking. A foreign firm seeking
full registration must:

« File a Form BD (Broker-Dealer Registration) with the SEC and FINRA, disclosing
extensive information about the firm’s ownership, control persons, disciplinary history,
and business activities.

« Become a member of FINRA (the Financial Industry Regulatory Authority), the self-
regulatory organization that oversees broker-dealers in the United States.

« Appoint a Chief Compliance Officer and establish a comprehensive compliance program
meeting U.S. standards, including written supervisory procedures, anti-money
laundering (AML) policies, and know-your-customer (KYC) protocols.

« Register all associated persons (salespeople, traders, research analysts) who engage in
broker-dealer activity with U.S. persons, requiring them to pass FINRA qualification
examinations (e.g., Series 7, Series 63).

« Comply with the SEC’s financial responsibility rules, including net capital requirements
under Rule 15¢3-1 and customer protection rules under Rule 15¢3-3.

« Submit to regular examination by FINRA and the SEC, maintain books and records in
accordance with U.S. requirements, and be subject to disciplinary proceedings under
U.S. law.

For a foreign firm that has only a handful of U.S. institutional clients, or that wishes to distribute
research or conduct occasional transactions with U.S. investors, the cost and operational burden
of full registration typically far outweighs the anticipated revenue. Moreover, registered broker-
dealers are subject to ongoing compliance obligations that require a significant and permanent
infrastructure investment. The result is that full registration is practical only for foreign firms with
a substantial, committed U.S. business.

C. The Extraterritorial Question

The SEC has taken the position, consistent with the statutory text, that Section 15(a) applies to
foreign broker-dealers that engage in broker-dealer activities directed at U.S. persons, regardless
of where the foreign firm is located or where the transaction is executed. The critical factor is
whether the foreign broker-dealer uses a “means or instrumentality of interstate commerce” in
connection with activities directed at U.S. persons. This interpretation was reinforced in the SEC’s
1989 Release adopting Rule 15a-6, in which the Commission acknowledged the extraterritorial
scope of the registration requirement and explained that Rule 15a-6 was designed to address the
compliance difficulties that resulted.
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Key Regulatory Reference

Securities Exchange Act of 1934, Section 15(a)(1): “It shall be unlawful for any broker or dealer which
is either a person other than a natural person or a natural person not associated with a broker or
dealer that is a person other than a natural person (other than such a broker or dealer whose business
is exclusively intrastate and who does not make use of any facility of a national securities exchange)
to make use of the mails or any means or instrumentality of interstate commerce to effect any
transaction in, or to induce or attempt to induce the purchase or sale of, any security (other than an
exempted security or commercial paper, bankers’ acceptances, or commercial bills) unless such
broker or dealer is registered in accordance with subsection (b) of this section.”

lll. Rule 15a-6: Overview and Structure

A. History and Purpose

Rule 15a-6 was adopted by the SEC in 1989 (Exchange Act Release No. 27017) to address the
tension between the broad reach of Section 15(a) and the legitimate commercial interests of
foreign broker-dealers in accessing U.S. investors. The Commission recognized that a blanket
application of the registration requirement to all foreign broker-dealer activity directed at U.S.
persons would impose compliance costs disproportionate to the regulatory benefits, particularly
for firms with limited U.S. business. At the same time, the SEC was not prepared to abandon U.S.
investor protection principles entirely for activities directed at U.S. persons.

The rule strikes a compromise: it provides a series of conditional exemptions from the registration
requirement for foreign broker-dealers engaged in specified categories of activity, subject to
conditions designed to preserve meaningful investor protection. The exemptions are calibrated to
the nature of the activity and the sophistication of the U.S. persons involved — the more sensitive
the activity (e.g., direct solicitation of U.S. retail investors), the more demanding the conditions.

The SEC issued a no-action letter in 1997 (the “FCAL Letter” or “FCAL Relief”) clarifying certain
aspects of the Rule, and the Commission has periodically addressed the scope of the Rule in
subsequent releases and no-action letters. As of this writing, the SEC has proposed amendments
to Rule 15a-6 that would modernize the Rule’s framework, but the 1989 rule and related guidance
remain the operative framework.

B. Definitional Scope: Who Is a “Foreign Broker-Dealer”?

Rule 15a-6 defines a “foreign broker or dealer” as any broker or dealer that: (i) is not registered
under Section 15 of the Exchange Act; and (ii) is not required to be registered by reason of the
exemption in paragraph (a)(1) of the Rule (discussed below). In practical terms, the Rule covers
any non-U.S. securities firm that has not opted into full U.S. registration.

The Rule also defines “U.S. person” by reference to Regulation S under the Securities Act of 1933,
which uses a broad definition that includes U.S. residents and entities organized under U.S. law,
regardless of where they are physically located at any given time. The definition of “major U.S.
institutional investor” (discussed in detail below) is a critical subset of this category.
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IV. The Exemptions Under Rule 15a-6

Rule 15a-6(a) provides four distinct exemptions from the registration requirement. They are not
mutually exclusive, and a foreign broker-dealer may rely on more than one exemption for
different categories of activity. We address each in turn.

A. Exemption 1: Unsolicited Transactions — Rule 15a-6(a)(1)

The first exemption is the most straightforward. Rule 15a-6(a)(1) exempts transactions in
securities effected by a foreign broker-dealer on behalf of a U.S. person, provided that the
transaction is not induced by the foreign broker-dealer — i.e., the U.S. person contacts the foreign
firm on its own initiative, without any prior solicitation by the foreign broker-dealer.

The rationale is simple: if a U.S. investor independently seeks out a foreign broker-dealer and
places an order, the foreign firm has not solicited U.S. business and the investor protection
concerns that animate the registration requirement are substantially reduced. The investor has
made a voluntary, unsolicited choice to use a foreign, unregistered firm.

In practice, the scope of this exemption is limited. The SEC has taken a narrow view of what
constitutes an “unsolicited” transaction. If the foreign broker-dealer has engaged in any prior
marketing activity directed at the U.S. person — including sending research, responding to a
general inquiry in a way that could be seen as promotional, or maintaining a website accessible to
U.S. persons that advertises its services — subsequent transactions may be deemed to have been
induced by those prior contacts, potentially defeating the exemption.

Practical Note

Foreign broker-dealers relying on Rule 15a-6(a)(1) should maintain records documenting the
unsolicited nature of each transaction — for example, call logs, written correspondence, and account
opening documents that capture how the client relationship was initiated. In the event of a regulatory
inquiry, the burden of demonstrating that a transaction was genuinely unsolicited rests with the

foreign firm.

B. Exemption 2: Transactions with Foreign Persons Temporarily in the United States
— Rule 15a-6(a)(2)

Rule 15a-6(a)(2) exempts transactions effected by a foreign broker-dealer with a person
temporarily present in the United States who is not a U.S. resident, provided that the foreign
broker-dealer had a bona fide, pre-existing relationship with that person before the person
entered the United States.

This exemption is designed to address the situation where a foreign broker-dealer’s existing non-
U.S. client happens to be visiting the United States. Without this provision, a telephone call or in-
person meeting between the foreign firm and its non-U.S. client, occurring while the client is
temporarily in the United States, could technically constitute broker-dealer activity within the
United States subject to the registration requirement.

The key conditions are: (i) the person must not be a U.S. resident (i.e., the person must have a
domicile outside the United States); and (ii) the relationship must be pre-existing and bona fide
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— the foreign broker-dealer cannot use a client’s temporary U.S. presence as an opportunity to
solicit new business.

C. Exemption 3: Transactions with Major U.S. Institutional Investors via a Registered
Intermediary — Rule 15a-6(a)(3)

Rule 15a-6(a)(3) is the most commerecially significant and widely used of the four exemptions. It
permits a foreign broker-dealer to solicit and effect transactions with “major U.S. institutional
investors” (“MUSIs”), provided that the foreign firm operates through an intermediary that is a
registered U.S. broker-dealer acting as a “chaperone.” This arrangement — commonly referred to
as the “chaperoning” or “intermediary” model — is the cornerstone of most foreign broker-dealers’
U.S. market access strategy.

1. Definition of Major U.S. Institutional Investor

A MUSI is defined in Rule 15a-6 as any U.S. person that has, or has under management, total
assets in excess of $100 million in the aggregate, provided that such U.S. person is a registered
investment company, a bank, a savings institution, an insurance company, an employee benefit
plan (with at least $100 million in assets), a trust company or bank acting as trustee for such a
plan, an investment adviser registered under the Investment Advisers Act of 1940, a business
development company, a registered broker-dealer, or a corporation, partnership, or other non-
bank, non-savings institution, non-insurance company entity with at least $100 million in total
assets (the “entity MUSI” category).

The $100 million threshold is significant. It is intended to identify investors sophisticated enough
that the full panoply of registration-based protections is less critical. Retail investors and smaller
institutions do not qualify as MUSIs and therefore cannot be solicited by a foreign broker-dealer
operating under the Rule 15a-6(a)(3) chaperoning arrangement.

A “U.S. institutional investor” (not a “major” U.S. institutional investor) is defined with a lower
threshold of $10 million in assets and a narrower list of eligible entity types. U.S. institutional
investors (but not MUSISs) can also receive certain research under a separate provision of the Rule
(discussed below).

2. The Chaperoning Arrangement: How It Works

Under Rule 15a-6(a)(3), the foreign broker-dealer may solicit MUSIs and effect transactions for
them, subject to the following core conditions:

« Aregistered U.S. broker-dealer (the “chaperone”) must be interposed in the transaction.
All trades must be effected through, or in conjunction with, the chaperone.

» The chaperone must be responsible for: (i) the supervision and training of the associated
persons of the foreign broker-dealer who solicit MUSISs; (ii) obtaining from each MUSI
the information necessary to determine suitability for any recommended securities; (iii)
maintaining required records of the transactions in which it participates; and (iv)
receiving, delivering, and safeguarding funds and securities in connection with the
transactions.
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« The foreign broker-dealer’s associated persons who contact MUSIs must be subject to
the supervision and oversight of the chaperone’s supervisory personnel.

« Any written communications (including research, trade confirmations, and account
statements) sent to MUSIs by the foreign broker-dealer must be accompanied by, or
include, the name of the chaperone.

« The chaperone must maintain copies of all correspondence and communications
between the foreign broker-dealer’s associated persons and MUSISs.

In practice, the chaperoning relationship is typically established through a written agreement
between the foreign broker-dealer and a U.S. registered broker-dealer. The chaperone is usually
an affiliate of the foreign broker-dealer (e.g., the U.S. subsidiary of the foreign firm’s parent) or,
for firms without a U.S. affiliate, a third-party registered broker-dealer.

3. The FCAL No-Action Letter and Operational Flexibility
The SEC’s 1997 Foreign Broker-Dealer No-Action Letter (commonly called the “FCAL Letter”)
provided important operational guidance on the implementation of the chaperoning model.
Among the key points:

« Foreign broker-dealers may communicate directly with MUSIs (including by telephone,
email, and in-person meetings) without the chaperone being on every call, provided the
chaperone maintains the required supervisory oversight and recordkeeping obligations.

e Research and other written communications may be distributed directly by the foreign
broker-dealer to MUSISs, provided the chaperone’s name is associated with the
communication and the chaperone maintains copies.

e The chaperone’s supervisory responsibility requires the establishment of written
procedures and a compliance infrastructure that effectively integrates the oversight of
the foreign broker-dealer’s U.S.-directed activities into the chaperone’s compliance
program.

Practical Note

Many foreign broker-dealers establish a wholly owned U.S. registered broker-dealer subsidiary
specifically to serve as the Rule 15a-6 chaperone for the parent’s activities with U.S. MUSIs. This
structure provides the greatest operational flexibility, as the chaperone is fully integrated with the
foreign firm and can be designed specifically to support the chaperoning function. Third-party
chaperoning arrangements are also available but require careful contractual documentation and
ongoing coordination.

D. Exemption 4: Distribution of Research to U.S. Institutional Investors — Rule 15a-
6(a)(4)

Rule 15a-6(a)(4) permits a foreign broker-dealer to provide research reports to “U.S. institutional
investors” and “major U.S. institutional investors” without triggering the registration
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requirement, subject to certain conditions. This exemption is specifically calibrated to the
distribution of research and does not extend to solicitation or transaction activity.

The key conditions for reliance on Rule 15a-6(a)(4) are:

« The research must not be used to “induce” transactions by the recipient. The foreign
broker-dealer may not follow up research distribution with solicitation of U.S. persons to
act on the research (other than as permitted under Rule 15a-6(a)(3)).

« The research report must disclose that it is being distributed in the United States by an
unregistered foreign broker-dealer and identify the chaperone (if one has been
designated).

« The foreign broker-dealer may not, in connection with the research distribution,
maintain U.S.-based accounts for, or receive commissions or compensation from, U.S.
persons.

In practice, Rule 15a-6(a)(4) is used by foreign broker-dealers that wish to build relationships
with U.S. institutional investors through research distribution without immediately entering into
a full chaperoning arrangement. The exemption allows a limited “foot in the door” while the firm
evaluates whether the U.S. market justifies the investment in a Rule 15a-6(a)(3) structure.

V. Key Compliance Considerations and Practical Implementation

A. Establishing the Chaperoning Infrastructure

For foreign broker-dealers pursuing a Rule 15a-6(a)(3) strategy, the foundational requirement is
establishing a viable chaperoning arrangement. The following elements are essential:

e Written Chaperoning Agreement: A detailed written agreement between the foreign
broker-dealer and the chaperone that specifies the scope of the chaperone’s supervisory
responsibilities, the categories of U.S. persons that may be contacted, the procedures for
effecting transactions, and the allocation of compliance and recordkeeping obligations.

« Supervisory Procedures: The chaperone must adopt written supervisory procedures
(WSPs) that address the oversight of the foreign broker-dealer’s associated persons who
engage with MUSIs. These WSPs should be integrated into the chaperone’s broader
compliance program and reviewed at least annually.

« Personnel Registration: The chaperone’s associated persons who supervise the foreign
broker-dealer’s U.S.-directed activities must themselves be registered with FINRA and
qualified for the supervisory roles they perform.

» Recordkeeping: The chaperone must maintain records of all transactions,
correspondence, and account information relating to MUSI accounts, in compliance with
Exchange Act Rules 17a-3 and 17a-4.

For Client Distribution Only Page 8



DMA CONSULTING GROUP SEC Rule 15a-6: White Paper

« Customer Account Documentation: Prior to soliciting any MUSI, the chaperone must
obtain the information necessary to assess suitability for any recommended securities,
including know-your-customer information and investment objectives.

B. Limitations and Boundaries of the Exemptions

Rule 15a-6 is an exemption from registration, not a license to conduct unlimited broker-dealer
activity in the United States. Foreign broker-dealers must be attentive to the following limitations:

« No Retail Activity: Rule 15a-6(a)(3) is available only with respect to MUSIs. Foreign
broker-dealers may not solicit or transact with U.S. retail investors or smaller
institutions that do not meet the MUSI threshold under the chaperoning model. Any
such activity would require full registration.

« Solicitation Restrictions: Even with a chaperoning arrangement in place, the foreign
broker-dealer’s U.S.-directed solicitation activities must remain within the scope of the
arrangement. The chaperone’s supervisory responsibilities are not merely nominal — the
SEC expects them to be substantive and meaningful.

» Anti-Fraud Provisions Apply: Reliance on Rule 15a-6 does not exempt a foreign broker-
dealer from the anti-fraud provisions of the federal securities laws, including Section
10(b) of the Exchange Act and Rule 10b-5 thereunder. A foreign broker-dealer that
engages in fraudulent conduct in connection with activities directed at U.S. persons
remains subject to U.S. enforcement jurisdiction regardless of its Rule 15a-6 status.

e Other Regulatory Frameworks: Rule 15a-6 addresses only the broker-dealer registration
requirement under the Exchange Act. It does not provide exemptions from other
applicable regulatory requirements, including the investment adviser registration
requirements under the Investment Advisers Act of 1940 (if the foreign firm provides
investment advice for compensation), anti-money laundering obligations, or the SEC’s
Regulation Best Interest (Reg BI) if the firm is soliciting retail investors.

C. The Proposed Amendments to Rule 15a-6

The SEC has periodically proposed amendments to Rule 15a-6 to modernize its framework and
address developments in market structure and technology since the Rule’s original adoption in
1989. Among the areas identified for potential revision are: updating the MUSI threshold (which
has remained at $100 million since 1989 and has not been adjusted for inflation); clarifying the
scope of permissible electronic communications; addressing the regulatory treatment of foreign
broker-dealer research under MiFID II’s research unbundling requirements; and updating the
chaperoning framework to reflect modern compliance structures.

As of this writing, no final amendments have been adopted. Foreign broker-dealers should
monitor SEC rulemaking activity in this area closely, as any amendments would likely require
meaningful adjustments to existing compliance programs.

VI. Summary Comparison of Rule 15a-6 Exemptions
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The following table summarizes the four exemptions under Rule 15a-6(a) and their key

characteristics.

Exemption

Eligible

Counterparties

Permitted Activities

Key Conditions

Rule 15a-6(a)(1): Any U.S. person Effecting unsolicited Transaction must be

Unsolicited transactions genuinely unsolicited by the

Transactions foreign broker-dealer; records
should document unsolicited
nature

Rule 15a- Non-U.S. residents Transactions with pre-existing = Person must not be a U.S.

6(a)(2): Foreign temporarily present in non-U.S. clients while they are  resident; bona fide pre-

Persons U.S. in the U.S. existing relationship required;

Temporarily in
U.S.

no new solicitation

Rule 15a- Major U.S. institutional = Solicitation, research Registered U.S. broker-dealer
6(a)(3): investors ($100M+ in distribution, and transaction chaperone required;
Chaperoned assets) activity chaperone supervises,
Activity with maintains records, effects
MUSIs transactions; written
supervisory procedures
required
Rule 15a- U.S. institutional Distribution of research Research may not induce
6(a)(4): investors and MUSIs reports only transactions; disclosure
Research required; no U.S.-based
Distribution accounts or commissions

VII. Strategic Considerations for Foreigh Broker-Dealers

Foreign broker-dealers evaluating their U.S. market access strategy face a spectrum of choices,
ranging from the most restrictive (no U.S. activities at all) to full SEC registration. Rule 15a-6
occupies the middle ground: it provides meaningful market access to U.S. institutional investors
without the cost and regulatory burden of full registration, but it is not without its own compliance
requirements and limitations.

DMA Consulting Group recommends that foreign broker-dealers undertaking a Rule 15a-6
analysis consider the following strategic questions:

« Target Investor Profile: Does the firm’s U.S. business strategy focus on MUSISs, or does it
include smaller institutions or retail investors? If the intended client base includes non-
MUSISs, full registration may be unavoidable.

« Volume and Revenue: Is the anticipated U.S. revenue sufficient to justify the ongoing
compliance costs of a chaperoning arrangement? For firms with minimal U.S. business,
Rule 15a-6(a)(1) (unsolicited transactions) or Rule 15a-6(a)(4) (research only) may be
sufficient.

» Chaperone Structure: Does the firm have a U.S. affiliate that can serve as chaperone, or
will it need to enter into a third-party chaperoning arrangement? Affiliated chaperone
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structures typically offer greater operational flexibility but require a U.S. broker-dealer
registration.

« Research Strategy: If the firm’s primary U.S. value proposition is research (rather than
transaction execution), Rule 15a-6(a)(4) may provide adequate market access in the near
term, with Rule 15a-6(a)(3) as a later step if the firm wishes to pursue a full institutional
sales strategy.

» Regulatory Evolution: Given the SEC’s ongoing consideration of Rule 15a-6 amendments
and the evolving international regulatory landscape (including MiFID II’s research
unbundling requirements), foreign broker-dealers should build compliance programs
with sufficient flexibility to adapt to regulatory change.

VIIl. Conclusion

Section 15(a) of the Exchange Act imposes a broad and extraterritorially effective broker-dealer
registration requirement that reaches foreign firms engaged in any solicitation or transaction
activity directed at U.S. persons. Full registration is a comprehensive and burdensome
undertaking that is impractical for most foreign firms without an established and significant U.S.
business.

Rule 15a-6 provides a workable path for foreign broker-dealers to access the U.S. institutional
market without registration. The unsolicited transaction exemption under Rule 15a-6(a)(1)
provides a baseline safe harbor for genuinely unsolicited activity. The chaperoning exemption
under Rule 15a-6(a)(3) provides the broadest access — permitting active solicitation and
transaction activity with major U.S. institutional investors — but requires the establishment and
maintenance of a compliant chaperoning infrastructure. The research distribution exemption
under Rule 15a-6(a)(4) allows a more limited engagement that can serve as a preliminary step
toward a fuller U.S. market presence.

The appropriate strategy for any foreign broker-dealer depends on the nature of its intended U.S.
business, the sophistication of its target investor base, and the resources it is prepared to commit
to U.S. compliance. DMA Consulting Group is available to assist foreign broker-dealers in
assessing their regulatory exposure, designing Rule 15a-6-compliant market access structures,
and implementing the operational and compliance infrastructure necessary to support those
structures.

DISCLAIMER

This white paper has been prepared by DMA Consulting Group for general informational purposes only. It does not
constitute legal advice and should not be relied upon as such. The regulatory framework described herein is subject
to change, and readers should consult qualified legal counsel regarding the application of Rule 15a-6 and related
regulations to their specific circumstances. DMA Consulting Group is a regulatory advisory firm and does not provide
legal representation.
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