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§240.17a-5

(1) Awareness of potential Year 2000
Problems;

(2) Assessment of what steps the
broker or dealer must take to address
Year 2000 Problems;

{3 Implementation of the steps need-
ed to address Year 2000 Problems;

(4 Internal testing of software de-
signed to address Year 2000 Problems,
including the number and a description
of the material exceptions resulting
from such testing that are unresolved
as of the reporting date;

(5 Point-to-point or industry-wide
testing of software designed to address
Year 2000 Problems (including testing
with other brokers or dealers, other fi-
nancial institutions, and customers),
including the number and a description
of the material exceptions resulting
from such testing that are unresolved
as of the reporting date; and

(6) Implementation of tested software
that will address Year 2000 Problems;

(E) Whether the broker or dealer has
written contingency plans in the event,
that after December 31, 1999, it has
problems caused by Year 2000 Prob-
lems;

(F) What levels of management of the
broker or dealer are responsible for ad-
dressing potential problems caused by
Year 2000 Problems, including a de-
scription of the responsibilities for
each level of management regarding
the Year 2000 Problems;

(G) Any additional material informa-
tion concerning its management of
Year 2000 Problems that will help the
Commission and the designated exam-
ining authorities assess the readiness
of the broker or dealer for the Year
2000.

(v) The broker or dealer shall file an
original and two copies of Form BD-
Y2K (§249.618 of this chapter) prepared
pursuant to paragraph (e)(5) of this sec-
tion with the Commission's principal
office in Washington, D.C. and one copy
of Form BD-Y2ZK with the designated
examining authority of the broker or
dealer. The reports required by para-
graph (e)(5) of this section shall be pub-
lic.

(vi) No later than April 30, 1999, every
broker or dealer required to file Part II
of Form BD-Y2K (§249.618 of this chap-
ter) pursuant to paragraph (g)(5)(iii) (B)
of this section and required to file au-
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dited financial statements pursuant to
paragraph (d) of this section shall file
with its Form BD-Y2K an original and
two copies of a report prepared by an
independent public accountant regard-
ing the broker’s or dealer’s process, as
of March 15, 1939, for addressing Year
2000 Problems with the Commission's
principal office in Washington, DC and
one copy of the accountant's report
with the designated examining author-
ity of the broker or dealer. The inde-
pendent public accountant’s report
shall be prepared in accordance with
standards that have been reviewed by
the Commission and that have been
issued by a national organization that
is responsible for promulgating author-
itative accounting and auditing stand-
ards

| (A1) Qualification of accountants. [The
Commission will not recognize any per-
son as a certified public accountant
who is not duly registered and in good
standing as such under the laws of his
place of residence or principal office.
The Commission will not recognize any
person as a public accountant who is
not in good standing and entitled to
practice as such under the laws of his
place of residence or principal office.

(2) Designation of accountant. (i)
Every broker or dealer which is re-
quired by paragraph (d) of this section
to file an annual report of financial
statements section shall file no later
than December 10 of each year a state-
ment with the Commission’s principal
office in Washington, DC, the regional
or district office of the Commission for
the region or district in which its prin-
cipal place of business is located, and
the principal office of the designated
examining authority for such broker or
dealer. Such statement shall indicate
the existence of an agreement dated no
later than December first, with an
independent public accountant cov-
ering a contractual commitment to
conduct the broker's or dealer's annual
audit during the following calendar
year.

(ii) The agreement may be of a con-
tinuing nature, providing for succes-
sive yearly audits, in which case no
further filing is required. If the agree-
ment is for a single audit, or if the con-
tinuing agreement previously filed has
been terminated or amended, a new
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statement must be filed by the re-
quired date.

(iii) The statement shall be headed
“Notice pursuant to Rule 17a-5()(2)"
and shall contain the following infor-
mation:

(A) Name, address, telephone number
and registration number of the broker
or dealer;

(B) Name, address and telephone
number of the accounting firm; and

(C) The audit. date of the broker or
dealer for the year covered by the
agreement.

(iv) Any broker or dealer which is ex-
empted from the requirement to file an
annual audited rteport of financial
statements shall nevertheless file the
notice specified herein indicating the
date as of which the unaudited report
will be prepared.

(v) Notwithstanding the date of filing
specified in paragraph (f(2)(i) of this
section, every broker or dealer shall
file the notice provided for in para-
graph (f}(2) of this section within 30
days following the effective date of reg-
istrarion as a broker or dealer

(3) Independence of accountant. An ac-
countant shall be independent in ac-
cordance with the provisions of §210.2-
01 (b} and (c) of this chapter.

(4) Replacement of accountant. A
broker or dealer shall file a notice
which must be received by the Commis-
sion’s principal office in Washington,
DC, the regional or district office of
the Commission for the region or dis-
trict in which its principal place of
business is located, and the principal
office of the designated examining au-
thority for such broker or dealer, not
more than 15 business days after:

(i) The broker or dealer has notified
the accountant whose opinion covered
the most recent financial statements
filed under paragraph (d) of this section
that his services will not be utilized in
future engagements; or

(ii) The broker or dealer has notified
an accountant who was engaged to give
an opinion covering the financial state-
ments to be filed under paragraph (d) of
this section that the engagement has
been terminated; or

(iii} An accountant has notified the
broker or dealer that he would not con-
tinue under an engagement to give an
opinion covering the financial state-
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ments to be filed under paragraph (d) of
this section; or

(iv} A new accountant has been en-
gaged to give an opinion covering the
financial statements to be filed under
paragraph (d) of this section without
any notice of termination having been
given to or by the previously engaged
accountant.
Such notice shall state (A) the date of
notification of the termination of the
engagement or engagement of the new
accountant as applicable and (B) the
details of any problems existing during
the 24 months (or the period of the en-
gagement, if less) preceding such ter-
mination or new engagement relating
to any matter of accounting principles
or practices, financial statement dis-
closure, auditing scope or procedure, or
compliance with applicable rules of the
Commission, which problems, if not re-
solved to the satisfaction of the former
accountant, would have caused him to
make reference to them in connection
with his report on the subject matter
of the problems. The problems required
to be reported in response to the pre-
ceding sentence include both those re-
solved to the former accountant's sat-
isfaction and those not resolved to the
former accountant's satisfaction. Prob-
lems contemplated by this section are
those which occur at the decision-
making level—i.e., between principal
financial officers of the broker-dealer
and personnel of the accounting firm
responsible for rendering its report.
The notice shall also state whether the
accountant’s report on the financial
statements for any of the past two
years contained an adverse opinion or a
disclaimer of opinion or was qualified
as to uncertainties, audit scope, or ac-
counting principles, and describe the
nature of each such adverse opinion,
disclaimer of opinion, or qualification.
The broker or dealer shall also request
the former accountant to furnish the
broker or dealer with a letter addressed
to the Commission stating whether he
agrees with the statements contained
in the notice of the broker or dealer
and, if not, stating the respects in
which he does not agree. The broker or
dealer shall file three copies of the no-
tice and the accountant's letter, one
copy of which shall be manually signed
by the sole proprietor, or a general
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