
Regulating Broker-Dealers 
Week 1 Readings and Activities 

 
  

Week 1:  Theory, History & Introduction to Broker Dealer Regulation 

Objectives Requirements 

Upon completion of this week, you will 
be able to: 

 
1. Explain the key features of the   
    regulatory framework governing  
    brokers and dealers and their activities 
 
2. Describe the most significant duties of  
     broker-dealers 
 
3. Analyze the key activities that  
    constitute fraud or market     
    manipulation 
 
4. Compare the various remedies  
    available to investors who transact  
    using broker-dealers 
 
5. Explain the key issues related to  
     broker-dealers in financial distress  

 

 
 

Readings:  
 
1.  Section 15(a)(1); (b)(1)-(6); and (c) of the  
     Exchange Act of 1934  

 

2.  Section 3(a)(4) of the Exchange Act 

 

3.  Section 3(a)(5) of the Exchange Act 

 

4.  Rizek v. SEC, 215 F. 3d 157 (1st Cir. 2000) 

 

5.  SEC v. Ridenour, 913 F.2d 515 (8th Cir.  1990) 

 

6. Section 10(b) of the Securities Exchange Act of  
    1934 

 

7. Section 17(a) of the Securities Act of 1934 

 

8. Uniform Application for Broker Dealer  
     Registration 
 

Video Presentation: 

     View the video presentation by    
     Monday of this week. 
 

Activities:  
Activity # 1: Tutorial Questions 
Activity # 2: Discussion Questions 

 



Tutorial Questions for Week 1 
 

The Tutorial Questions are designed to ensure that you have an accurate understanding of the key points in 
the readings.  Answers to these questions can be any length.  Your goal should be to accurately state the 
relevant points of law as concisely as possible.  Your professor will provide feedback and guidance on your 
responses. Answers are due by 11:59PM on Wednesday.   

 

TQ 1.1: The Securities Exchange Act establishes a statutory framework for regulating brokers and dealers. 
According to Section 3(a)(4)(A) of the Securities Exchange Act, who is a  “broker”? According to Section 3(a)(5), 
who is a “dealer”? 
 
TQ 1.2: What kinds of activities are commonly associated with brokers and dealers as these terms are used in 
financial markets? 
 
TQ 1.3: Which section of the Securities Exchange Act of 1934 addresses broker registration requirements? Which 
SEC form should one complete to register as a broker-dealer? 
 
TQ 1.4: When a broker submits an application seeking to register with the SEC, is her application automatically 
accepted? What procedural steps follow the submission of an individual or firm’s application to become a 
registered broker?   
 
TQ 1.5: From your readings and the discussion of the Rizek case, describe the concerns that might have motivated 
Congress to adopt regulations governing brokers and dealers. Explain the types of penalties that the Securities 
Exchange Commission (“SEC”) may impose on persons acting as broker or dealers who have not registered with 
the SEC in accordance with Section 15 of the Securities Exchange Act.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Discussion Questions for Week 1 
 

A "threaded discussion" is a discussion forum that allows students to respond to questions posted by the 
professor (original responses), which can then be read by other users who add their own comments in 
response (secondary postings). Unlike chat rooms and other "real-time" interaction forums, threaded 
discussions do not require different users to be logged on at the same time.  

Discussion questions are assigned each week.  Original responses to these questions must be posted by 
Thursday at 11:59PM. Original responses must be at least 250 words and must incorporate concepts from 
the lectures and assigned readings.  

Secondary Responses/Postings: Each student must post two or more secondary responses to other 
students’ postings for each discussion question.  Secondary responses are due by 11:59PM on the 
Monday following the week in which the questions were assigned.  They must be a minimum of 150 
words and, like original responses, should incorporate concepts from the lectures and assigned readings. 
Students are encouraged to embark on interactive discussions that go beyond the minimum number of 
secondary postings.   
 
Although the discussion board is expected to be student-driven, professors will be participating in the 
discussions as well.  

 
 
 
DQ 1.1: Do you think that individuals and firms should be strictly liable for failing to register as brokers or dealers, 
or should courts instead require proof of intentional misconduct or negligent behavior? Support your answer with 
examples from this week’s readings. 
 
DQ 1.2: Federal securities laws have limited application. Certain regulations only apply to those who deemed to be 
“brokers” or “dealers.” Why do you think Congress chose to limit the application of federal securities laws to these 
particular categories?  Do you agree with this approach, or do you think the law should have been drafted more 
broadly?  
 


