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Preface

Securities regulation perennially earns the accolade of being among the
toughest courses in law and business schools. This is not surprising. Its
vocabulary is arcane and clubbish, its guiding principles nuanced and even
contradictory, its structure convoluted and layered. Like the illusionist dis-
tortions of an M.C. Escher print, the subject flashes back and forth
between two conceptual states, sometimes esoteric and sometimes mun-
dane. The subject also builds on business and economics concepts that are
new and mysterious to many students.

But for those who pass through its byzantine gates, the study of securi-
ties regulation offers many rewards: solving the anagrammatic fit between
statutory definitions and substantive prohibitions; contemplating the
majesty of the judge-made laws regulating securities fraud; and discovering
the many levels of private and public securities enforcement.

All these matters and more are within your grasp with some practice,
some trial and error. That is the idea of this “examples and explanations”
book. After sketching the key concepts in the principal areas of U.S. securi-
ties regulation, each chapter offers you a chance to compare your responses
to concrete examples with my explanations. You will discover it invigorating
(and downright fun) to work through the securities statutes, to analyze the
accompanying rules and interpretive case law, and then to arrive at the same
solutions as sophisticated securities practitioners.

February 2005 Alan R. Palmiter
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Special Notice

Citation form. To reduce the distraction of citations, this book departs
from standard citation form:

1.

Dates. References to statutory sources and SEC rules are usually
undated. All such references are to compilations as of 2004, unless a
different date is given.

Federal securities statutes. The book abbreviates the references to the
major federal securities acts by giving the section number of the act, but
not the U.S. Code citation:

e Seccurities Act of 1933, compiled at 15 U.S.C. §§77a et seq.

e Securities Exchange Act of 1934, compiled at 15 U.S.C. §§78a et seq.

e Investment Company Act of 1940, compiled at 15 U.S.C. §§80a-1
et seq.

e Investment Advisers Act of 1940, compiled at 15 U.S.C. §§80b-1
et seq.

For example, section 15 of the Securities Exchange Act of 1934 is cited
as “Exchange Act §15,” without a cross-citation to 15 U.S.C. §780. In
addition, the book refers frequently to two recent legislative reforms—
the DPrivate Securities Litigation Reform Act of 1995 (cited as
“PSLRA”) and the Sarbanes-Oxley Act of 2002 (cited as “SOA”).

SEC rules and regulations. The book abbreviates the references to rules
of the Securities and Exchange Commission by giving the rule number,
but not the Code of Federal Regulations citation. Rules promulgated
under the federal securities acts can be found as follows:

e Securities Act of 1933, at 17 C.F.R. §§230.

¢ Securities Exchange Act of 1934, at 17 C.F.R. §§240.

¢ Investment Company Act of 1940, at 17 C.F.R. §§270.
® Investment Advisers Act of 1940, at 17 C.F.R. §§275.

The rules promulgated under the Securities Act are numbered sequen-
tially from 100 to 1001, and are divided into various regulations. For
example, Regulation D contains Rules 501-508, which can be found at
17 C.F.R. §§230.501-230.508.
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Special Notice

XXIV

The rules promulgated under the Exchange Act are numbered accord-
ing to the section of the Act under which they are promulgated. For
example, Rule 10b-5 is the fifth rule promulgated pursuant to Exchange
Act §10(b), and the rule can be found at 17 C.F.R. §240.10b-5.

SEC regulations. The book also abbreviates the references to SEC regu-
lations, which can be found as follows:

e Regulation S-X (Qualifications and Reports of Accountants), at 17
C.FR. §§210.__

e Regulation S-K (Standard Instructions for Filing Forms), at 17
C.FR. §§229.__

e Regulation M  (Anti-Manipulation Rules), at 17 C.F.R.
§§242.100-105

e Regulation F-D (Selective Disclosure), at 17 C.F.R. §§243.100-103

e Regulation G (Disclosure of Non-GAAP Financial Measures), at 17
C.F.R. §§244.100-102

e Regulation ATS (Alternative Trading Systems), at 17 C.F.R.
§§244.300-303

e Regulation AC (Analyst Certifications), at 17 C.F.R. §§244.500-505

e Regulation BTR (Blackout Trading Restrictions), at 17 C.F.R.
§§245.100-104

SEC releases. The book provides a basic citation (number and year) for
SEC releases, which are reprinted in transfer binders of the Federal
Securities Law Reporter (CCH), as well as on Westlaw and Lexis-Nexis.

Case citations. For state cases, the book cites only to the West regional
reports. The book typically does not indicate subsequent case histories,
such as certiorari denied or remanded on other grounds. For cases decided
by the U.S. Supreme Court, the book cites only to the “U.S.” reports.

Online materials. The federal securities statutes, rules, and regula-
tions (as well as many recent SEC releases) are available online at
the SEC’s website <www.sec.gov> and on an excellent online
resource, the “Securities Lawyer’s Deskbook™ published by the
University of Cincinnati College of Law <www.law.uc.edu/CCL/
index.html>.

Website updates. This book went to press in December 2004.
Securities regulation, predictably, will change. To keep up with
developments, I plan to post updates at

www.wfu.edu/~palmitar/Books/SRegE&E /
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