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For complete Form 19b-4 instructions please refer to the EFFS website.

Form 19b-4 Information

‘ Add HRemoveH View ‘

The self-regulatory organization must provide all required information, presented in a
clear and comprehensible manner, to enable the public to provide meaningful
comment on the proposal and for the Commission to determine whether the
proposal is consistent with the Act and applicable rules and regulations under the Act.

Exhibit 1 - Notice of Proposed Rule Change

‘ Add HRemoveH View ‘

The Notice section of this Form 19b-4 must comply with the guidelines for
publication in the Federal Register as well as any requirements for electronic filing
as published by the Commission (if applicable). The Office of the Federal Register
(OFR) offers guidance on Federal Register publication requirements in the Federal
Register Document Drafting Handbook, October 1998 Revision. For example, all
references to the federal securities laws must include the corresponding cite to the
United States Code in a footnote. All references to SEC rules must include the
corresponding cite to the Code of Federal Regulations in a footnote. All references
to Securities Exchange Act Releases must include the release number, release
date, Federal Register cite, Federal Register date, and corresponding file number
(e.g., SR-[SRO]-xx-xx). A material failure to comply with these guidelines will result in
the proposed rule change being deemed not properly filed. See also Rule 0-3 under
the Act (17 CFR 240.0-3)

Exhibit 2 - Notices, Written Comments,
Transcripts, Other Communications

‘ Add HRemoveH View ‘

Exhibit Sent As Paper Document

L]

Copies of notices, written comments, transcripts, other communications. If such
documents cannot be filed electronically in accordance with Instruction F, they shall
be filed in accordance with Instruction G.

Exhibit 3 - Form, Report, or Questionnaire

‘ Add HRemoveH View ‘

Exhibit Sent As Paper Document

[

Copies of any form, report, or questionnaire that the self-regulatory organization
proposes to use to help implement or operate the proposed rule change, or that is
referred to by the proposed rule change.

Exhibit 4 - Marked Copies

‘ Add HRemoveH View ‘

The full text shall be marked, in any convenient manner, to indicate additions to and
deletions from the immediately preceding filing. The purpose of Exhibit 4 is to permit
the staff to identify immediately the changes made from the text of the rule with which
it has been working.

Exhibit 5 - Proposed Rule Text

‘ Add HRemoveH View ‘

The self-regulatory organization may choose to attach as Exhibit 5 proposed
changes to rule text in place of providing it in Iltem | and which may otherwise be
more easily readable if provided separately from Form 19b-4. Exhibit 5 shall be
considered part of the proposed rule change.

Partial Amendment

If the self-regulatory organization is amending only part of the text of a lengthy
proposed rule change, it may, with the Commission's permission, file only those
portions of the text of the proposed rule change in which changes are being made if
the filing (i.e. partial amendment) is clearly understandable on its face. Such partial
amendment shall be clearly identified and marked to show deletions and additions.
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1. Text of Proposed Rule Change

(a) Pursuant to the provisions of Section 19(b)(1) of the Securities Exchange Act
of 1934 (“Act”),! Financial Industry Regulatory Authority, Inc. (“FINRA”) (f/k/a
National Association of Securities Dealers, Inc. (“NASD”)) is filing with the Securities
and Exchange Commission (“SEC” or “Commission”) a proposed rule change to adopt
NASD Rule 2315 (Recommendations to Customers in OTC Equity Securities) as a
FINRA rule, subject to certain amendments. The proposed rule change would renumber
NASD Rule 2315 as FINRA Rule 2114 in the consolidated FINRA Rulebook.

The text of the proposed rule change is attached as Exhibit 5 to this rule filing.

(b) Upon Commission approval and implementation of the proposed rule
change, the corresponding NASD rule will be eliminated from the current FINRA
rulebook.

(©) Not applicable.

2. Procedures of the Self-Reqgulatory Organization

At its meeting on September 16, 2008, the FINRA Board of Governors authorized
the filing of the proposed rule change with the SEC. No other action by FINRA is
necessary for the filing of the proposed rule change.

FINRA will announce the implementation date of the proposed rule change in a

Regulatory Notice to be published no later than 90 days following Commission approval.

3. Self-Requlatory Organization's Statement of the Purpose of, and Statutory
Basis for, the Proposed Rule Change

@) Purpose

! 15 U.S.C. 78s(b)(2).



Page 4 of 22

As part of the process of developing the new consolidated rulebook
(“Consolidated FINRA Rulebook™),? FINRA is proposing to adopt in the Consolidated
FINRA Rulebook NASD Rule 2315 (Recommendations to Customers in OTC Equity
Securities ) with certain modifications.

NASD Rule 2315 is intended to address potential fraud and abuse in transactions
involving securities not listed on an exchange and certain other higher risk securities.
The rule mandates that a member conduct a due diligence review of an issuer’s current
financial and business information before recommending a covered security. The rule
supplements existing FINRA rules and the federal securities law, including suitability
obligations and the requirement that any recommendation to a customer have a
reasonable basis. The rule requirements go beyond the basic suitability obligations to
ensure that a registered representative has, at a minimum, confirmed the existence of and
reviewed essential information that reveals the financial condition and business prospects
of these riskier issuers.

Specifically, the rule requires a member to review “current financial statements”
and “current material business information” before it recommends the purchase or short
sale of a covered security. The rule applies to those securities that are published in a

“quotation medium” and are either (1) not listed on Nasdaq or a national securities

2 The current FINRA rulebook includes, in addition to FINRA Rules, (1) NASD
Rules and (2) rules incorporated from NYSE (“Incorporated NYSE Rules™)
(together, the NASD Rules and Incorporated NYSE Rules are referred to as the
“Transitional Rulebook™). While the NASD Rules generally apply to all FINRA
members, the Incorporated NYSE Rules apply only to those members of FINRA
that are also members of the NYSE (*Dual Members”). For more information
about the rulebook consolidation process, see FINRA Information Notice, March
12, 2008 (Rulebook Consolidation Process).
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exchange or (2) are listed on a regional securities exchange and do not qualify for
dissemination of transaction reports via the Consolidated Tape. Such securities may be
more susceptible to fraud and abuse because they often are thinly capitalized or lack the
profitability, liquidity or available business and financial information that listing
standards require. The rule does not apply to recommendations to sell long positions and
also exempts certain other transactions, including those with an “institutional account”
under NASD Rule 3110(c)(4), a “qualified institutional buyer” under Rule 144A of the
Securities Act, or a “qualified purchaser” under Section 2(a)(51) of the Investment
Company Act of 1940.°

The rule defines “current financial statements” to include balances sheets,
statements of profit and loss and publicly available financial statements and reports. The
rule makes certain distinctions in the definition between foreign private issuers and all
other issuers. The term “current material business information” has been interpreted to
mean information that is available or relates to events that have occurred in the 12
months prior to the recommendation.

The required review must be conducted by a Series 24 principal or someone
supervised by a Series 24 principal. Members are required to keep a written record of the
information reviewed, the date of the review and the name of the person who conducted

the review.

Among the other exemptions, the Rule’s requirements also do not apply to
transactions that meet the requirements of Rule 504 of Regulation D of the
Securities Act; those involving a security of an issuer with at least $50 million in
total assets and $10 million in shareholder’s equity; and those involving a security
with worldwide average daily trading volume value of at least $100,000 during
each of the six months preceding the recommendation.
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The proposed rule change would expand the scope of the rule to cover a
recommendation to buy any OTC Equity Security, irrespective of whether the security is
published on a quotation medium. The term OTC Equity Security would have the same
meaning as in NASD Rule 6610 (which will be renumbered as FINRA Rule 6420 in the
Consolidated FINRA Rulebook) and encompasses any non-exchange-listed security and
certain exchange-listed securities that do not otherwise qualify for real-time trade
dissemination. FINRA believes that those OTC Equity Securities not published on a
quotation medium pose the same, if not greater, risk of fraud and manipulation that the
rule seeks to redress.

The proposed rule change also would add an express definition of “current
material business information” to include “information that is ascertainable through the
reasonable exercise of professional diligence and that a reasonable person would take
into account in reaching an investment decision.”

Finally, the proposed rule change would eliminate the exemption from the rule for
a security with a worldwide average daily trading volume value of at least $100,000
during each of the six calendar months preceding the recommendation, as well as a
related exemption for a convertible security where the underlying security satisfies the
trading volume exemption requirements. FINRA believes that the advent of the Internet
and the increased number of trading venues has rendered that threshold unreliable to
screen out less risky securities.

As noted in Item 2 of this filing, FINRA will announce the implementation date

of the proposed rule change in a Regulatory Notice to be published no later than 90 days

following Commission approval.
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(b) Statutory Basis

FINRA believes that the proposed rule change is consistent with the provisions of
Section 15A(b)(6) of the Act,* which requires, among other things, that FINRA rules
must be designed to prevent fraudulent and manipulative acts and practices, to promote
just and equitable principles of trade, and, in general, to protect investors and the public
interest. FINRA believes that the proposed rule change will help protect investors
against fraud in the trading of unlisted and certain other riskier securities and will clarify
and streamline NASD Rule 2315 for adoption as a FINRA Rule in the new Consolidated
FINRA Rulebook. NASD Rule 2315 has previously have been found to meet the
statutory requirements, and FINRA believes that rule has since proven effective in
achieving the statutory mandates.

4. Self-Requlatory Organization's Statement on Burden on Competition

FINRA does not believe that the proposed rule change will result in any burden

on competition that is not necessary or appropriate in furtherance of the purposes of the

Act.

5. Self-Regulatory Organization's Statement on Comments on the Proposed
Rule Change Received from Members, Participants, or Others
Written comments were neither solicited nor received.

6. Extension of Time Period for Commission Action

FINRA does not consent at this time to an extension of the time period for

Commission action specified in Section 19(b)(2) of the Act.”

4 15 U.S.C. 780-3(b)(6).

> 15 U.S.C. 78s(b)(2).
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7. Basis for Summary Effectiveness Pursuant to Section 19(b)(3) or for
Accelerated Effectiveness Pursuant to Section 19(b)(2)

Not applicable.

8. Proposed Rule Change Based on Rules of Another Self-Requlatory
Organization or of the Commission

Not applicable.
9. Exhibits
Exhibit 1. Completed notice of proposed rule change for publication in the

Federal Reqister.

Exhibit 5. Text of the proposed rule change.
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EXHIBIT 1
SECURITIES AND EXCHANGE COMMISSION
(Release No. 34- ; File No. SR-FINRA-2008-055)

Self-Regulatory Organizations; Financial Industry Regulatory Authority, Inc.; Notice of
Proposed Rule Change to Adopt FINRA Rule 2114 (Recommendations to Customers in
OTC Equity Securities) in the Consolidated FINRA Rulebook

Pursuant to Section 19(b)(1) of the Securities Exchange Act of 1934 (“Act”)* and
Rule 19b-5 thereunder,? notice is hereby given that on , Financial
Industry Regulatory Authority, Inc. (“FINRA”) (f/k/a National Association of Securities
Dealers, Inc. (“NASD”)) filed with the Securities and Exchange Commission (“SEC” or
“Commission”) the proposed rule change as described in Items I, 11, and I11 below, which
Items have been prepared by FINRA. The Commission is publishing this notice to solicit
comments on the proposed rule change from interested persons.

l. Self-Requlatory Organization’s Statement of the Terms of Substance of the
Proposed Rule Change

FINRA is proposing to adopt NASD Rule 2315 (Recommendations to Customers
in OTC Equity Securities) as FINRA Rule 2114 in the Consolidated FINRA Rulebook,
subject to certain amendments.

I1. Self-Requlatory Organization’s Statement of the Purpose of, and Statutory
Basis for, the Proposed Rule Change

In its filing with the Commission, FINRA included statements concerning the
purpose of and basis for the proposed rule change and discussed any comments it

received on the proposed rule change. The text of these statements may be examined at

! 15 U.S.C. 78s(b)(2).
2 17 CFR 240.19b-4.
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the places specified in Item IV below. FINRA has prepared summaries, set forth in
sections A, B, and C below, of the most significant aspects of such statements.

A. Self-Requlatory Organization’s Statement of the Purpose of, and
Statutory Basis for, the Proposed Rule Change

1. Purpose

As part of the process of developing the new consolidated rulebook
(“Consolidated FINRA Rulebook™),® FINRA is proposing to adopt in the Consolidated
FINRA Rulebook NASD Rule 2315 (Recommendations to Customers in OTC Equity
Securities ) with certain modifications.

NASD Rule 2315 is intended to address potential fraud and abuse in transactions
involving securities not listed on an exchange and certain other higher risk securities.
The rule mandates that a member conduct a due diligence review of an issuer’s current
financial and business information before recommending a covered security. The rule
supplements existing FINRA rules and the federal securities law, including suitability
obligations and the requirement that any recommendation to a customer have a
reasonable basis. The rule requirements go beyond the basic suitability obligations to
ensure that a registered representative has, at a minimum, confirmed the existence of and
reviewed essential information that reveals the financial condition and business prospects

of these riskier issuers.

The current FINRA rulebook includes, in addition to FINRA Rules, (1) NASD
Rules and (2) rules incorporated from NYSE (“Incorporated NYSE Rules”)
(together, the NASD Rules and Incorporated NYSE Rules are referred to as the
“Transitional Rulebook”). While the NASD Rules generally apply to all FINRA
members, the Incorporated NYSE Rules apply only to those members of FINRA
that are also members of the NYSE (“Dual Members™). For more information
about the rulebook consolidation process, see FINRA Information Notice, March
12, 2008 (Rulebook Consolidation Process).
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Specifically, the rule requires a member to review “current financial statements”
and “current material business information” before it recommends the purchase or short
sale of a covered security. The rule applies to those securities that are published in a
“quotation medium” and are either (1) not listed on Nasdag or a national securities
exchange or (2) are listed on a regional securities exchange and do not qualify for
dissemination of transaction reports via the Consolidated Tape. Such securities may be
more susceptible to fraud and abuse because they often are thinly capitalized or lack the
profitability, liquidity or available business and financial information that listing
standards require. The rule does not apply to recommendations to sell long positions and
also exempts certain other transactions, including those with an “institutional account”
under NASD Rule 3110(c)(4), a “qualified institutional buyer” under Rule 144A of the
Securities Act, or a “qualified purchaser” under Section 2(a)(51) of the Investment
Company Act of 1940."

The rule defines “current financial statements” to include balances sheets,
statements of profit and loss and publicly available financial statements and reports. The
rule makes certain distinctions in the definition between foreign private issuers and all
other issuers. The term “current material business information” has been interpreted to
mean information that is available or relates to events that have occurred in the 12

months prior to the recommendation.

Among the other exemptions, the Rule’s requirements also do not apply to
transactions that meet the requirements of Rule 504 of Regulation D of the
Securities Act; those involving a security of an issuer with at least $50 million in
total assets and $10 million in shareholder’s equity; and those involving a security
with worldwide average daily trading volume value of at least $100,000 during
each of the six months preceding the recommendation.
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The required review must be conducted by a Series 24 principal or someone
supervised by a Series 24 principal. Members are required to keep a written record of the
information reviewed, the date of the review and the name of the person who conducted
the review.

The proposed rule change would expand the scope of the rule to cover a
recommendation to buy any OTC Equity Security, irrespective of whether the security is
published on a quotation medium. The term OTC Equity Security would have the same
meaning as in NASD Rule 6610 (which will be renumbered as FINRA Rule 6420 in the
Consolidated FINRA Rulebook) and encompasses any non-exchange-listed security and
certain exchange-listed securities that do not otherwise qualify for real-time trade
dissemination. FINRA believes that those OTC Equity Securities not published on a
guotation medium pose the same, if not greater, risk of fraud and manipulation that the
rule seeks to redress.

The proposed rule change also would add an express definition of “current
material business information” to include “information that is ascertainable through the
reasonable exercise of professional diligence and that a reasonable person would take into
account in reaching an investment decision.”

Finally, the proposed rule change would eliminate the exemption from the rule for
a security with a worldwide average daily trading volume value of at least $100,000
during each of the six calendar months preceding the recommendation, as well as a
related exemption for a convertible security where the underlying security satisfies the

trading volume exemption requirements. FINRA believes that the advent of the Internet
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and the increased number of trading venues has rendered that threshold unreliable to
screen out less risky securities.
FINRA will announce the implementation date of the proposed rule change in a

Regulatory Notice to be published no later than 90 days following Commission approval.

2. Statutory Basis

FINRA believes that the proposed rule change is consistent with the provisions of
Section 15A(b)(6) of the Act,® which requires, among other things, that FINRA rules
must be designed to prevent fraudulent and manipulative acts and practices, to promote
just and equitable principles of the trade, and in general, to protect investors and the
public interest. FINRA believes that the proposed rule change will help protect investors
against fraud in the trading of unlisted and certain other riskier securities and will clarify
and streamline NASD Rule 2315 for adoption as a FINRA Rule in the new Consolidated
FINRA Rulebook. NASD Rule 2315 has previously have been found to meet the
statutory requirements, and FINRA believes that rule has since proven effective in
achieving the statutory mandates.

B. Self-Requlatory Organization’s Statement on Burden on Competition

FINRA does not believe that the proposed rule change will result in any burden
on competition that is not necessary or appropriate in furtherance of the purposes of the
Act.

C. Self-Regulatory Organization’s Statement on Comments on the

Proposed Rule Change Received from Members, Participants, or
Others

Written comments were neither solicited or received.

> 15 U.S.C. 780-3(b)(6).
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1. Date of Effectiveness of the Proposed Rule Change and Timing for
Commission Action

Within 35 days of the date of publication of this notice in the Federal Register or

within such longer period (i) as the Commission may designate up to 90 days of such date
if it finds such longer period to be appropriate and publishes its reasons for so finding or
(i) as to which the self-regulatory organization consents, the Commission will:

(A) by order approve such proposed rule change, or

(B) institute proceedings to determine whether the proposed rule change should
be disapproved.

V. Solicitation of Comments

Interested persons are invited to submit written data, views and arguments
concerning the foregoing, including whether the proposed rule change is consistent with
the Act. Comments may be submitted by any of the following methods:

Electronic Comments:

. Use the Commission’s Internet comment form

(http://www.sec.gov/rules/sro.shtml); or

° Send an e-mail to rule-comments@sec.gov. Please include File Number

SR-FINRA-2008-055 on the subject line.

Paper Comments:

. Send paper comments in triplicate to Florence Harmon, Acting Secretary,
Securities and Exchange Commission, 100 F Street, NE, Washington, DC
20549-1090.

All submissions should refer to File Number SR-FINRA-2008-055. This file

number should be included on the subject line if e-mail is used. To help the Commission
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process and review your comments more efficiently, please use only one method. The
Commission will post all comments on the Commission’s Internet Web site

(http://www.sec.gov/rules/sro.shtml). Copies of the submission, all subsequent

amendments, all written statements with respect to the proposed rule change that are filed
with the Commission, and all written communications relating to the proposed rule
change between the Commission and any person, other than those that may be withheld
from the public in accordance with the provisions of 5 U.S.C. 552, will be available for
inspection and copying in the Commission’s Public Reference Room, 100 F Street, NE.,
Washington, DC 20549, on official business days between the hours of 10 a.m. and 3
p.m. Copies of such filing also will be available for inspection and copying at the
principal office of FINRA. All comments received will be posted without change; the
Commission does not edit personal identifying information from submissions. You
should submit only information that you wish to make available publicly. All
submissions should refer to File Number SR-FINRA-2008-055 and should be submitted

on or before [insert date 21 days from publication in the Federal Register].

For the Commission, by the Division of Trading and Markets, pursuant to
delegated authority.®
Florence Harmon

Acting Secretary

6 17 CFR 200.30-3(a)(12).
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EXHIBIT 5

Below is the text of the proposed rule change. Proposed new language is underlined,;
proposed deletions are in brackets.

* Kk Kk Kk *

Text of Proposed New FINRA Rule
(Marked to Show Changes from NASD Rule 2315;
NASD Rule 2315 to be Deleted in its Entirety from the Transitional Rulebook)

* Kk Kk k%

2100. [GENERAL STANDARDS] TRANSACTIONS WITH CUSTOMERS

* k* Kk k%

2110. [Standards of Commercial Honor and Principles of Trade] Recommendations

* k* *k k%

[2315] 2114. Recommendations to Customers in OTC Equity Securities

Preliminary Note: The requirements of this Rule are in addition to other existing
member obligations under [NASD] FINRA rules and the federal securities laws,
including obligations to determine suitability of particular securities transactions with
customers and to have a reasonable basis for any recommendation made to a customer.
This Rule is not intended to act or operate as a presumption or as a safe harbor for
purposes of determining suitability or for any other legal obligation or requirement
imposed under [NASD] EINRA rules or the federal securities laws.

() Review Requirement

No member or person associated with a member shall recommend that a customer

purchase or sell short any OTC Equity Security [equity security that is published or
quoted in a quotation medium and that either (1) is not listed on Nasdaq or on a national

securities exchange or (2) is listed on a regional securities exchange and does not qualify
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for dissemination of transaction reports via the Consolidated Tape], unless the member
has reviewed the current financial statements of the issuer, current material business
information about the issuer, and made a determination that such information, and any
other information available, provides a reasonable basis under the circumstances for
making the recommendation.

(b) Definitions

(1) For purposes of this Rule, the term “current financial statements” shall
include:
(A) For issuers that are not foreign private issuers,

(i) abalance sheet as of a date less than 15 months before
the date of the recommendation;

(if) a statement of profit and loss for the 12 months
preceding the date of the balance sheet;

(iii) if the balance sheet is not as of a date less than 6
months before the date of the recommendation, additional
statements of profit and loss for the period from the date of the
balance sheet to a date less than 6 months before the date of the
recommendation;

(iv) publicly available financial statements and other
financial reports filed during the 12 months preceding the date of
the recommendation and up to the date of the recommendation
with the issuer’s principal financial or securities regulatory

authority in its home jurisdiction, including the [Commission]
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SEC, foreign regulatory authorities, and bank and insurance
regulators; and

(v) all publicly available financial information filed with
the [Commission] SEC during the 12 months preceding the date of
the recommendation contained in registration statements or SEC
Regulation A filings.

(B) For foreign private issuers,

(i) abalance sheet as of a date less than 18 months before
the date of the recommendation;

(if) a statement of profit and loss for the 12 months
preceding the date of the balance sheet;

(iii) if the balance sheet is not as of a date less than 9
months before the date of the recommendation, additional
statements of profit and loss for the period from the date of the
balance sheet to a date less than 9 months before the date of the
recommendation, if any such statements have been prepared by the
issuer; and

(iv) publicly available financial statements and other
financial reports filed during the 12 months preceding the date of
the recommendation and up to the date of the recommendation
with the issuer’s principal financial or securities regulatory

authority in its home jurisdiction, including the [Commission]
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SEC, foreign regulatory authorities, and bank and insurance
regulators.

(2) For purposes of this Rule, the term “current material business

information” shall include information that is ascertainable through the reasonable

exercise of professional diligence and that a reasonable person would take into

account in reaching an investment decision.

[(2)](3) For purposes of this Rule, the term “OTC Equity Security” shall

have the meaning described in Rule 6420. [“quotation medium” shall mean any:]

[(A) System of general circulation to brokers or dealers that
regularly disseminates quotations or indications of interest of identified
brokers or dealers; or]

[(B) Publication, alternative trading system or other device that is
used by brokers or dealers to disseminate quotations or indications of
interest to others.]

(c) Compliance Requirements
(1) A member shall designate a registered person to conduct the review
required by this Rule. In making such designation, the member must ensure that:

(A) Either the person is registered as a Series 24 principal, or the
designated person’s conduct in complying with the provisions of this Rule
is appropriately supervised by a Series 24 principal; and

(B) Such designated person has the requisite skills, background

and knowledge to conduct the review required under this Rule.
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(2) The member shall document the information reviewed, the date of the
review, and the name of the person performing the review of the required

information. In the event that the person designated to perform the review is not

registered as a Series 24 principal, the member also shall document the name of

the Series 24 principal who supervised the designated person.

(d) Additional Review Requirement for Delinquent Filers
If an issuer has not made current filings required by the issuer’s principal
financial or securities regulatory authority in its home jurisdiction, including the
[Commission] SEC, foreign regulatory authorities, or bank and insurance regulators, such
review must include an inquiry into the circumstances concerning the failure to make
current filings, and a determination, based on all the facts and circumstances, that the
recommendation is appropriate under the circumstances. Such a determination must be
made in writing and maintained by the member.
(e) Exemptions
(1) The requirements of this Rule shall not apply to:
(A) Transactions that meet the requirements of Rule 504 of SEC
Regulation D [under the Securities Act of 1933 (“Securities Act”)] and
transactions with an issuer not involving any public offering pursuant to
Section 4(2) of the Securities Act;
(B) Transactions with or for an account that qualifies as an
“institutional account” under Rule [3110] 4512(c)[(4)] or with a customer

that is a “qualified institutional buyer” under Securities Act Rule 144A
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[promulgated under the Securities Act] or “qualified purchaser” under
Section 2(a)(51) of the Investment Company Act [ of 1940];

(C) Transactions in an issuer’s securities if the issuer has at least
$50 million in total assets and $10 million in shareholder’s equity as stated
in the issuer’s most recent audited current financial statements, as defined
in this Rule;

(D) Transactions in securities of a bank as defined in Section
3(a)(6) of the [Securities] Exchange Act [ of 1934] and/or insurance
company subject to regulation by a state or federal bank or insurance
regulatory authority; or

[(E) A security with a worldwide average daily trading volume
value of at least $100,000 during each month of the six full calendar
months immediately before the date of the recommendation;]

[(F) A convertible security, if the underlying security meets the
requirement of Section (e)(1)(E) of this Rule];

[(G)](E) A security that has a bid price, as published in a quotation
medium, of at least $50 per share. If the security is a unit composed of
one or more securities, the bid price of the unit divided by the number of
shares of the unit that are not warrants, options, rights, or similar securities
must be at least $50[; or].

(2) Pursuant to the Rule 9600 Series, [NASD] FINRA, for good cause
shown after taking into consideration all relevant factors, may exempt any person,

security or transaction, or any class or classes of persons, securities or


http://nasd.complinet.com/nasd/display/display.html?rbid=1189&element_id=1159001446
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transactions, either unconditionally or on specified terms, from any or all of the
requirements of this Rule if it determines that such exemption is consistent with

the purpose of this Rule, the protection of investors, and the public interest.

E I
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