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Contact Information

Provide the name, telephone number and e-mail address of the person on the staff of the self-regulatory organization
prepared to respond to questions and comments on the proposed rule change.

First Name |Patricia ‘ Last Name ‘Albrecht

Title Assistant General Counsel ‘
E-mail patricia.albrecht@finra.org ‘
Telephone |(202) 728-8026 Fax [(202) 728-8264

Signature

Pursuant to the requirements of the Securities Exchange Act of 1934,

has duly caused this filing to be signed on its behalf by the undersigned thereunto duly authorized officer.

Date |07/24/2009

By ‘Patrice Gliniecki ‘ Senior Vice President and Deputy General Counsel

(Name)

(Title)

NOTE: Clicking the button at right will digitally sign and lock
this form. A digital signature is as legally binding as a physical
signature, and once signed, this form cannot be changed.

Patrice Gliniecki,




SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

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

‘ Add HRemoveH View ‘

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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On May 21, 2009, FINRA filed with the Securities and Exchange Commission
(“SEC”) SR-FINRA-2009-036, a proposed rule change to adopt new FINRA Rules 2124
(Net Transactions with Customers), 2220 (Options Communications), and 5250
(Payments for Market Making), which transfer, without substantive change, NASD Rules
2220 (Options Communications), 2441 (Net Transactions with Customers), and 2460
(Payments for Market Making) into the consolidated FINRA rulebook. The proposed
rule filing also would adopt new FINRA Rule 4370, which transfers into one rule without
substantive change, NASD Rules 3510 (Business Continuity Plans) and 3520
(Emergency Contact Information). In response to comments received by the Commission
regarding proposed FINRA Rule 4370, FINRA is amending the rule to require that only
one of a member’s two designated emergency contact persons must be a member of
senior management and a registered principal of the firm. The proposed rule change,
however, would require that someone designated as a second emergency contact person
who is not a registered principal must be a member of senior management who has
knowledge of the member’s business operations. The proposed rule change also clarifies
that each emergency contact person must be an associated person of the member. In
addition, FINRA is amending proposed FINRA Rule 4370 to codify existing guidance
that in the case of a member with only one associated person (e.g., a sole proprietorship
without any other associated persons), the second emergency contact person may be an
individual, either registered with another firm or nonregistered, who has knowledge of
the member’s business operations, such as the member’s attorney, accountant, or clearing
firm contact.

The amendment to the proposed rule change is set forth below. FINRA is
including with this Partial Amendment No. 1 an Exhibit 4 that shows the changes from
the original rule text set forth in the proposed rule change. Exhibit 5 shows the changes
from the current rule. Proposed new language is underlined; proposed deletions are
bracketed.



Page 4 of 11

EXHIBIT 4
Exhibit 4 shows the changes proposed in this Partial Amendment No. 1, with the
proposed changes in the original filing shown as if adopted. Proposed additions in this

Partial Amendment No. 1 appear underlined; proposed deletions in this Partial
Amendment No. 1 appear in brackets.

* * *k k%

4370. Business Continuity Plans and Emergency Contact Information

(a) Each member must create and maintain a written business continuity plan
identifying procedures relating to an emergency or significant business disruption. Such
procedures must be reasonably designed to enable the member to meet its existing
obligations to customers. In addition, such procedures must address the member’s
existing relationships with other broker-dealers and counter-parties. The business
continuity plan must be made available promptly upon request to FINRA staff.

(b) Each member must update its plan in the event of any material change to the
member’s operations, structure, business or location. Each member must also conduct an
annual review of its business continuity plan to determine whether any modifications are
necessary in light of changes to the member’s operations, structure, business, or location.

(c) The elements that comprise a business continuity plan are flexible and may be
tailored to the size and needs of a member. Each plan, however, must at a minimum,
address:

(1) Data back-up and recovery (hard copy and electronic);
(2) All mission critical systems;
(3) Financial and operational assessments;

(4) Alternate communications between customers and the member;
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(5) Alternate communications between the member and its employees;

(6) Alternate physical location of employees;

(7) Critical business constituent, bank, and counter-party impact;

(8) Regulatory reporting;

(9) Communications with regulators; and

(10) How the member will assure customers’ prompt access to their funds
and securities in the event that the member determines that it is unable to continue
its business.

Each member must address the above-listed categories to the extent applicable
and necessary. If any of the above-listed categories is not applicable, the member’s
business continuity plan need not address the category. The member’s business
continuity plan, however, must document the rationale for not including such category in
its plan. If a member relies on another entity for any one of the above-listed categories or
any mission critical system, the member’s business continuity plan must address this
relationship.

(d) Members must designate a member of senior management to approve the plan
and he or she shall be responsible for conducting the required annual review. The
member of senior management must also be a registered principal.

(e) Each member must disclose to its customers how its business continuity plan
addresses the possibility of a future significant business disruption and how the member
plans to respond to events of varying scope. At a minimum, such disclosure must be
made in writing to customers at account opening, posted on the member’s [Internet] Web

site (if the member maintains a Web site), and mailed to customers upon request.
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(FH(1) Each member shall report to FINRA, via such electronic or other
means as FINRA may specify, prescribed emergency contact information for the

member. The emergency contact information for the member includes

designation of two associated persons as emergency contact persons. At least
one[Each] emergency contact person shall be a member of senior management

and a registered principal of the member. If a member designates a second

emergency contact person who is not a reqistered principal, such person shall be a

member of senior management who has knowledge of the member’s business

operations. A member with only one associated person shall designate as a

second emergency contact person an individual, either reqistered with another

firm or nonregistered, who has knowledge of the member’s business operations

(e.q., the member’s attorney, accountant, or clearing firm contact).

(2) Each member must promptly update its emergency contact
information, via such electronic or other means as FINRA may specify, in the
event of any material change. With respect to the designated emergency contact
persons, each member must identify, review, and, if necessary, update such
designations in the manner prescribed by NASD Rule 1160.

(g) For purposes of this Rule, the following terms shall have the meanings
specified below:

(1) “Mission critical system” means any system that is necessary,
depending on the nature of a member’s business, to ensure prompt and accurate
processing of securities transactions, including, but not limited to, order taking,

order entry, execution, comparison, allocation, clearance and settlement of
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securities transactions, the maintenance of customer accounts, access to customer
accounts and the delivery of funds and securities.

(2) “Financial and operational assessment” means a set of written
procedures that allow a member to identify changes in its operational, financial,

and credit risk exposures.
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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.

* k* Kk k%

Text of Proposed New FINRA Rule
(Marked to Show Changes from NASD Rules 3510 and 352;
NASD Rules to be Deleted in their Entirety from the Transitional Rulebook)

[3510] 4370. Business Continuity Plans and Emergency Contact Information

(a) Each member must create and maintain a written business continuity plan
identifying procedures relating to an emergency or significant business disruption. Such
procedures must be reasonably designed to enable the member to meet its existing
obligations to customers. In addition, such procedures must address the member’s
existing relationships with other broker-dealers and counter-parties. The business
continuity plan must be made available promptly upon request to [NASD] FINRA staff.

(b) Each member must update its plan in the event of any material change to the
member’s operations, structure, business or location. Each member must also conduct an
annual review of its business continuity plan to determine whether any modifications are
necessary in light of changes to the member’s operations, structure, business, or location.

(c) The elements that comprise a business continuity plan are flexible and may be
tailored to the size and needs of a member. Each plan, however, must at a minimum,
address:

(1) Data back-up and recovery (hard copy and electronic);
(2) All mission critical systems;
(3) Financial and operational assessments;

(4) Alternate communications between customers and the member;
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(5) Alternate communications between the member and its employees;

(6) Alternate physical location of employees;

(7) Critical business constituent, bank, and counter-party impact;

(8) Regulatory reporting;

(9) Communications with regulators; and

(10) How the member will assure customers’ prompt access to their funds
and securities in the event that the member determines that it is unable to continue
its business.

Each member must address the above-listed categories to the extent applicable
and necessary. If any of the above-listed categories is not applicable, the member’s
business continuity plan need not address the category. The member’s business
continuity plan, however, must document the rationale for not including such category in
its plan. If a member relies on another entity for any one of the above-listed categories or
any mission critical system, the member’s business continuity plan must address this
relationship.

(d) Members must designate a member of senior management to approve the plan
and he or she shall be responsible for conducting the required annual review. The
member of senior management must also be a registered principal.

(e) Each member must disclose to its customers how its business continuity plan
addresses the possibility of a future significant business disruption and how the member
plans to respond to events of varying scope. At a minimum, such disclosure must be
made in writing to customers at account opening, posted on the member’s [Internet] Web

site (if the member maintains a Web site), and mailed to customers upon request.
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(f)(1) Each member shall report to FINRA, via such electronic or other

means as FINRA may specify, prescribed emergency contact information for the

member. The emergency contact information for the member includes

designation of two associated persons as emergency contact persons. At least one

emergency contact person shall be a member of senior management and a

registered principal of the member. If a member designates a second emergency

contact person who is not a reqgistered principal, such person shall be a member of

senior management who has knowledge of the member’s business operations. A

member with only one associated person shall designate as a second emergency

contact person an individual, either reqgistered with another firm or nonreqistered,

who has knowledge of the member’s business operations (e.g., the member’s

attorney, accountant, or clearing firm contact).

(2) Each member must promptly update its emergency contact

information, via such electronic or other means as FINRA may specify, in the

event of any material change. With respect to the designated emergency contact

persons, each member must identify, review, and, if necessary, update such

designations in the manner prescribed by NASD Rule 1160.

([fla) For purposes of this [r]Rule, the following terms shall have the meanings
specified below:
(1) “Mission critical system” means any system that is necessary,
depending on the nature of a member’s business, to ensure prompt and accurate
processing of securities transactions, including, but not limited to, order taking,

order entry, execution, comparison, allocation, clearance and settlement of
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securities transactions, the maintenance of customer accounts, access to customer
accounts and the delivery of funds and securities.

(2) “Financial and operational assessment” means a set of written
procedures that allow a member to identify changes in its operational, financial,
and credit risk exposures.

[3520. Emergency Contact Information]

Entire Text Deleted.



