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Vice President and General

Your request is comprised of three issues involving the Interpretation of Rule
80.06. First, you have asked for our view concerning the phrase "employed by a
broker-dealer” contained In this rule. Under the kiaho Securities Act, we have
historlcally interpreted this language to refer to a broker-dealer agent that Is associated,
hether as an employee or an independent contractor (as Is the case for§
gagents), with a broker-desler in the capacnty of an agent. Under the new Act,
for the purpose of inferpreting this rule, our view is the same,

Second, your letier requests information concerning the examinations required
for an agent to avall themselves of this exemption. No specific examinations are
required other than any examination that qualifies the assoclated person as an Idaho
reglstered broker-dealer agent.

Lastly, with regard to the release entitled "ldaho Investiment Adviser
Representative Registration and Exemption information”, the information you inquired
about is outdated, Specifically, the limitation of investment advice to that “of a money
manager within the JA firm" [s not reflective of the current requlrements under the Act.
Rule 90.06(a) provides as follows:
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“The person’s investment advisory activities are limited to recommending the
investment advisory services of an investment adviser registered under Secfion
30-14-403, Idaho Code, or a federal covered adviser that has made a nolice filing
pursuant to Seclion 30-14-408, ldaho Code, and all such recommendations are
made on behalf of the employing broker-dealer”.,

| hope this clarifies the questions you had concerning this exemption. Please
fael free to contact the undersigned should you require further information,

PATRICIA R, HIGHLEEY
Senior Sectrities Analyst
Idaho Department of Finance
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Ms, Patty Highloy

Seourities Burcau -

Idaho Department of Finance

PO Box 83720 ‘
Boise, D 837200031

Rer  IDAPA 12,01.08.90,06

Doar Ms, Highlay: '

Pursngnt to our xeaent conversations, I am writing-this lettey on hehalf of W L
an Ydaho-domiefled brolerdealer and registexed investrept

adviser, 10 request the Department’s formal interpretation of IDAPA, 12.01.08,90.06
(hereinaftei the “Dual Registration Bxemption”) as well as the Burean's Bullefin entitled
“Idaho Investment Advisor Represontative Reglstration Exeroption Information”

As Tunderstand the text of the Dual Registration Exemption, a Hoensed registered
roprosentative who i “employed by a broker-dealer may, on behalf of the broker-desler,
reeommend to & olient the services of a reglstered investment advisor without having to
be registred as an Investment advisor himself or hersolf, if (1) the zepresentative is not
compensated dirgofly for the recommendation by the investment advisor; and (2) the
representative provides vmtten notice to the Burean that he or she is wlymgupon thls

exerption.

Onr first question rolated to the Dual Registraﬁon Exemption rule is whether registered
vepyesentatives who are not employees of 2 braker-dealer may avall themgelves of this
exemption; The rule as, drafted appears to apply only fo reproventatives who are
“employed by” a broker dealer, not independent contractor reprosentatives who may be

_ “aggoclated with” abroker dealer. The Idaho Code sections on registration with the State
appear fo draw a distinetlon betwesn employess and those whe are not employess, but
are tnatead “assoolated with” a hroker dealer. Por Instance, seo Idaho Code §§ 30-14-
402(0) (agent roglsiration statute) and 30414-403(c) (investment adviser roglstration
statute). It appears that, unlike those code sections, the Dual Registration. Bxemption role
was drafied excluswely to apply to employed fepreseniatlves, not those independent
¢0ntra¢tor representatives who ate “assogiated with”'a broker dealer
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The second question we have regarding the Dual Registration Exemption is what NASD
{icenses a representative must possess in order to avail himself or herself of the
exemption, May this exexnption be clatmed by a person possessing Serles 6 (and 63) .
licenses, or must the representative be Series 7 (and 63) licensed to olaim the exemption?

Our third question arlses from the Bulletin issued by the Burean entitled “Idaho
Investment Advisor Representative Registration Exemptlon Infoxmation,” that bears an
amendment dato of 9/04, Section C of that Bulletin details the Dual Reglstration
Exemption, and states in part as follows;

An Idaho registered representative of a broker-dealer (BD) does not have
to be separately registered as an Investment advisor (IA) representative nor

payafeoif

2,  Tho representative’s investment advisory aciivitlos aro limited to
recommending the investasent advisory services of & money manager
within the I4 firm, and all such recommendations are mado on behalf of

the employing BD....

9/04 Bulletin (emphasiz added). The italietzed language in the Bulletin appears to add a
Himitation to the original text of the tule, 1.e,, that the representative may only resonwacnd
the services of a “money manager” who i “within the YA firm,” The toxt of the rule
states only that the representative’s advisory activities must be “HBmited to recommending
the services of an Investment adviser reglstored wader Section 30-14-403, Idaho Code, or
a federal covered adviser that has made a notos filing pursuant to Section 30-14-403,
Idaho Cods...." IDAPA 12.01.08.90.06.a. The rulo does not appear fo require that the
person. who {8 recommended be & “money managen,” nor does it require that the person
who 1s recommended be “within tlie IA firm™ of the person meking the recommendation,
Ovr question is whether a representative may vecommend the rerviges of an investment
adviser who is associated with a fizm other than the one With whom the representative
making the recommendation is assooiated, This situation appears to be acoeptable under
the text of the rule, but perhaps not so under the text of the RBulletin,

Thank you for your asslstance in answerjng these questions, Ilook forvward to loarning
the Bureau’s interprefation of these issues,

exieral Counsel
Ch;’ef Compliance Officer
&
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