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DEFINITIONS 
 
 
Auction:  A process in which Existing Holders and potential owners for an issue of Auction Rate 
Securities indicate their interest in continuing to hold or purchase such securities. The Auction 
Agent reviews all orders and determines the lowest rate that will result in the sale of all securities 
being auctioned in accordance with the applicable auction procedures. 
 
Auction Agent: An agent of the issuer or the trustee for the Auction Rate Securities, usually a 
bank, which, under the Auction Procedures, receives Orders and determines the clearing rate and 
the allocation of Auction Rate Securities among Auction participants.  
 
Auction Date:  The date the Auction is held. 
 
Auction Rate Securities: Securities whose rate is reset periodically based on an Auction. 
 
Bidding Rights:  Rights and benefits incident to the ownership of Auction Rate Securities. 
 
Broker Dealer:  Broker Dealer effectuating transactions in a secondary market. 
 
Broker Dealer Agreement: The agreement between the Broker Dealer, the Auction Agent and the 
issuer under which a Broker Dealer agrees to solicit orders for Auction Rate Securities.  
 
Buyer:  The transferee of beneficial ownership of Auction Rate Securities and any and all rights 
and benefits incident to the ownership thereof.  
 
Buyer’s Broker Dealer:  A Broker Dealer representing the Buyer in a transaction involving 
Auction Rate Securities. 
 
Existing Holder: The persons who are then the beneficial owners of the Auction Rate Securities. 
 
Existing Holder’s Broker Dealer: A Broker Dealer designated in a Broker Dealer Agreement to 
solicit Orders for Auction Rate Securities. Where the context so indicates, these Best Practices 
may apply only to the Auction Desk and any other business units of a Broker Dealer firm that are 
not separated from the Auction Desk by an appropriate information barrier. 
 
RSTN:  The Restricted Securities Trading Network.  
 
Secondary Market:  A market outside the Auction in which beneficial ownership of Auction Rate 
Securities may be transferred. 
 
Trade Date:  Date on which a transaction is executed. 
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PROCEDURES 
 
1. Purposes of Best Practices 
 

These Best Practices for the transfer of Bidding Rights of Auction Rate Securities are 
intended to provide guidance for the process of (i) confirming the Existing Holder currently 
holds the Bidding Rights and (ii) transferring the Bidding Rights from Existing Holder to Buyer 
with respect to all types of Auction Rate Securities including tax-exempt, taxable municipal and 
corporate, and auction rate preferred securities.  These procedures address the conduct of the 
Broker Dealer in connection with the transfer of Bidding Rights other than pursuant to an 
Auction, more specifically in a Secondary Market. 

 
2. Best Practices 
 

2.1  Purpose of Transfer of Bidding Rights 
 

The purpose of transferring Bidding Rights from an Existing Holder to a Buyer is to 
ensure the Buyer is entitled to any and all rights and benefits incident to the ownership of the 
securities thereof, including, without limitation, any auction Bidding Rights pertaining to the 
securities.  A holder of Auction Rate Securities is only allowed to participate with Bidding 
Rights in the Auction if recognized by the Auction Agent as holding such rights.     
 

2.2  Confirmation of Bidding Rights for Existing Holder 
 

The Broker Dealer effectuating the transaction in the Secondary Market should confirm 
the Existing Holder currently holds the Bidding Rights before such rights can be transferred to 
the Buyer.  Confirmation should be received in writing from the Existing Holder or the Existing 
Holder’s Broker Dealer (see Exhibit A).  If Broker Dealer does not receive written confirmation 
of such rights prior to execution, the Auction Rate Securities may be sold without the Bidding 
Rights. 

 
2.3  Buyer’s Broker Dealer 

 
The Broker Dealer should advise Buyer that Buyer’s Broker Dealer must have a Broker 

Dealer Agreement in place with the Auction Agent in order for Buyer to participate in future 
Auctions.  Bidding Rights may only be transferred to a Buyer’s Broker Dealer that has a Broker 
Dealer Agreement in place with the Auction Agent.  If the Buyer’s Broker Dealer does not have 
a Broker Dealer Agreement in place with the Auction Agent, the securities may trade without the 
Bidding Rights.  Broker Dealer should assist, to the extent possible, communications between the 
Auction Agent, Issuer and Buyer’s Broker Dealer in order to have the Buyer’s Broker Dealer 
participate in future Auctions.   

 
2.4  Broker Dealer’s Obligation 

 
Broker Dealer will take on the obligation of the Existing Holder and the Existing 

Holder’s Broker Dealer to ensure that the Auction Agent is notified of the transfer of securities 
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and related Bidding Rights in order for the Auction Agent to properly maintain their books and 
records to reflect the new ownership of the securities and Bidding Rights.  Alternatively, this 
notification may be made by the Existing Holder or the Existing Holder’s Broker Dealer. 

 
2.5  Procedures to Notify the Auction Agent  

 
On Trade Date, the Broker Dealer shall deliver to the Auction Agent a notice, in a form 

reasonably acceptable to the Auction Agent (see Exhibit B), of transfers of Auction Rate 
Securities made through Broker Dealer by an Existing Owner to Buyer other than pursuant to an 
Auction; provided, however, the Broker Dealer shall review the Broker Dealer Agreement, if 
available, in order to verify the notification to Auction Agent as contemplated in the Broker 
Dealer Agreement has been satisfied.  The Auction Agent is not required to accept any notice 
delivered with respect to an Auction unless it is received by the Auction Agent by 11:00 a.m. 
EST on the applicable Auction Date.  Any notices delivered after 11:00 am EST on the Auction 
Date will be applicable to the next Auction.   

 
2.6  Confirmation of Transfer of Bidding Rights 

 
After the transaction is executed and Auction Agent is notified of such transaction, 

Broker Dealer should request the Auction Agent countersigns the Notification of Transfer of 
Bidding Rights Form (Exhibit B) and returns to the Broker Dealer as confirmation of receipt of 
such notice.  Broker Dealer should circulate to Buyer and Buyer’s Broker Dealer. 
 

2.7  Books and Records of Broker Dealer 
 

The Broker Dealer should maintain on its books and records all transfers of beneficial 
ownership of Auction Rate Securities effectuated by the Broker Dealer in a Secondary Market.  
In addition, Broker Dealer should track all transfers of Bidding Rights for such transactions.  
Broker Dealer should maintain copies of all related documents including Confirmation of 
Bidding Rights (Exhibit A) and Notification of Transfer of Bidding Rights (Exhibit B).  
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CONTACT INFORMATION 
 
Restricted Stock Partners 
17 Battery Place, 11th Floor 
New York, NY  10004 
Tel:  (212) 668-5920 
Fax:  (212) 473-2401 
 
RSTN Online Platform Access: 
 
Brendan O’Connor 
Vice President 
212-668-3909 
boconnor@restrictedstockpartners.com 
 
 
Clearing / Settlement: 
 
John-Paul Teutonico 
Head of Operations 
212-668-5922 
jpteutonico@restrictedstockpartners.com 
 
 
Trading: 
 
Chris Chakford 
Co-Head of Trading 
212-668-5916 
cchakford@restrictedstockpartners.com 
 
 
SIFMA Member Contact: 
 
Barry Silbert 
Chief Executive Officer 
212-473-2408 
bsilbert@restrictedstockpartners.com 
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