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In June 2011, the Securities and Exchange 
Commission proposed certain 
amendments to the Securities Exchange 

Act of 1934 - Rule 17a-5, specific to financial reporting 
of broker-dealers.  The proposals were made largely in 
response to the Bernie Madoff scandal in 2008.  On 
June 18, 2013, Michael Jamroz of Deloitte & Touch, LLP 
presented the most recent update to proposed 
amendments to SEC Rule 17a-5, “Reports to be Made 
by Certain Brokers and Dealers”.   During the past two 
years, the proposals have been reviewed and 
commented on by industry professionals and final 
enacted changes are anticipated to be issued during 
2013. 
 
The proposals have been organized into three sets of 
amendments: 
 
1. Annual Reporting Amendments 
2. Access to Audit Documentation 
3. Form Custody Amendments 
 
While the majority of the changes are geared toward 
clearing and carrying broker-dealers, there are 
proposed requirements applicable to broker-dealers 
that do not have custody of client funds.  Carrying 
broker-dealers will be required to file an annual 
compliance report, which would include a statement as 
to whether the broker-dealer has established and 
maintained a system of internal control to provide 
reasonable assurance that any material non-
compliance with Rule 15c3-1, Rule 15c3-3, or Rule 17a-13 
would be prevented, detected, and corrected on a 
timely basis.  Non-carrying broker-dealers will be 
required to file an annual exemption report, detailing 
how they are a non-carrying broker-dealer exempt 
from the custodial controls and reporting requirements 
of carrying broker-dealers.  Under the proposed 
amendments, independent accountants auditing the 
broker-dealers will be required to provide an 
examination report on the compliance report and a 
review report on the exemption, both under the 
PCAOB standards.  It is anticipated that together with 
the financial audit conducted, inquiry and other 

procedures specific to the exemption asserted will 
provide the necessary level of assurance to issue a 
review report on the exemption report. 
 
As non-carrying broker-dealers will continue to have to 
report net capital computations as supplemental 
information in the annual financial statements, 
independent auditors will continue to test the net 
capital computation under Rule 15c3-1.  However, under 
the proposed Rule 17a-5, independent auditors would 
be required to report material non-compliance within 
one business day from when it is determined the 
material non-compliance has occurred.  An example of 
material non-compliance is failing to maintain the 
required minimum amount of net capital. 
 
While there are no anticipated changes for the Agreed 
Upon Procedures to be performed on the Securities 
Investor Protection Corporation (“SIPC”) Form - 7, there 
are proposed changes to SIPC filing requirements.  Such 
changes include: 
 
1. Filing directly with SIPC, as opposed to the SEC 
2. Giving SIPC, rather than the SEC, the ability to 

prescribe the form of auditors’ reporting, if any 
3. The auditor’s reports also being filed directly with 

SIPC 
 
These changes will provide SIPC additional tools to 
agree the figures reported to the audited financial 
statements to ensure that fees are being properly 
assessed. 
 
While the exact release date has not been established, 
practitioners are expecting certain changes to be 
effective within several months of being issued and 
other requirements likely will not be effective until 2014.  
Changes in rules for independent accountants who 
provide attest services to broker-dealers are likely to be 
effective for years ending in 2014, as certain internal 
control changes will be required to meet the reporting 
requirements and must be implemented for the entire 
reporting period.  As the majority of the changes are 
applicable for carrying broker-dealers, the SEC has 
sought comment as to whether the changes should be 
phased in for non-carrying broker dealers. 
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Questions?  Contact your Keiter client service 
professional or our Financial Services team: 
804.747.0000. 
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