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On June 8, 2009, FINRA filed with the Securities and Exchange Commission 
(“SEC” or “Commission”) SR-FINRA-2009-042, a proposed rule change to adopt new 
FINRA Rule 3270 (Outside Business Activities of Registered Persons).1  The proposed 
rule change would require registered persons to give notice to member firms prior to 
engaging in an outside business activity.  The supplementary material to proposed Rule 
3270 sets forth the obligations of a member upon receipt of a written notice of a proposed 
outside business activity.  In response to the comments received by the Commission, 
FINRA is proposing changes to clarify proposed Supplementary Material .01 
(Obligations of Member Receiving Notice).2  Revised Supplementary Material .01 would 
require that, upon receipt of a written notice under proposed FINRA Rule 3270, a 
member shall consider whether the proposed activity will:  (1) interfere with or otherwise 
compromise the registered person’s responsibilities to the member and/or the member’s 
customers or (2) be viewed by customers or the public as part of the member’s business 
based upon, among other factors, the nature of the proposed activity and the manner in 
which it will be offered.  Additionally, based on the member’s review of such factors, the 
member would be required to evaluate the advisability of imposing specific conditions or 
limitations on a registered person’s outside business activity, including where 
circumstances warrant, prohibiting the activity.  The proposed requirement that a member 
determine whether an activity properly is characterized as an outside business activity or 
as an outside securities activity subject to the requirements of NASD Rule 3040, and the 
proposed recordkeeping requirement, would remain in Supplementary Material .01 as 
originally proposed.3  FINRA believes that the proposed changes to Supplementary 
Material .01 streamline and clarify a member’s obligations upon receipt of notice of a 
proposed outside business activity by a registered person.  

 
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. 
 

                                                 
1  See Securities Exchange Act Release No. 60199 (June 30, 2009), 74 FR 

32668 (July 8, 2009). 
 
2  See FINRA Response to Comments, dated July 30, 2010 (File No. SR-FINRA- 
 2009-042). 
 
3  FINRA is proposing a minor technical change to correct the rule number 

reference in this proposed provision to NASD Rule 3040 (Private Securities 
Transactions of an Associated Person).  FINRA is proposing to replace NASD 
Rule 3040 with proposed FINRA Rule 3110(b)(3).  See FINRA Regulatory 
Notice 09-22. 
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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. 
 

* * * * * 

3000.  SUPERVISION AND RESPONSIBILITIES RELATING TO ASSOCIATED 
PERSONS 

* * * * * 

3200.  RESPONSIBILITIES RELATING TO ASSOCIATED PERSONS 

* * * * * 

3270.  Outside Business Activities of Registered Persons 
 

No registered person may be an employee, independent contractor, sole 

proprietor, officer, director or partner of another person, or be compensated, or have the 

reasonable expectation of compensation, from any other person as a result of any 

business activity outside the scope of the relationship with his or her member firm, unless 

he or she has provided prior written notice to the member, in such form as specified by 

the member.  Passive investments and activities subject to the requirements of NASD 

Rule 3040 shall be exempted from this requirement.  

• • • Supplementary Material: ------------------ 

.01  Obligations of Member Receiving Notice.  Upon receipt of a written notice under 

Rule 3270, a member [must make a determination whether the proposed activity raises 

investor protection concerns, and if so, the firm must implement procedures or 

restrictions on the activity to protect investors, or prohibit the activity] shall consider 

whether the proposed activity will:  (1) interfere with or otherwise compromise the 
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registered person’s responsibilities to the member and/or the member’s customers or (2) 

be viewed by customers or the public as part of the member’s business based upon, 

among other factors, the nature of the proposed activity and the manner in which it will 

be offered.  Based on the member’s review of such factors, the member must evaluate the 

advisability of imposing specific conditions or limitations on a registered person’s 

outside business activity, including where circumstances warrant, prohibiting the activity.  

A member also must evaluate the proposed activity to determine whether the activity 

properly is characterized as an outside business activity or whether it should be treated as 

an outside securities activity subject to the requirements of NASD Rule 3040[110(b)(3)].  

A member must keep a record of its compliance with these obligations with respect to 

each written notice received and must preserve this record for the period of time and 

accessibility specified in SEA Rule 17a-4(e)(1). 

* * * * * 
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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. 

* * * * * 

Text of Proposed New FINRA Rule 
(Marked to Show Changes from NASD Rule 3030; NASD Rule 3030 to be Deleted in 

its Entirety from the Transitional Rulebook) 

* * * * * 

3000.  SUPERVISION AND RESPONSIBILITIES RELATING TO ASSOCIATED 
PERSONS 

* * * * * 

3200.  RESPONSIBILITIES RELATING TO ASSOCIATED PERSONS 

* * * * * 

[3030]3270.  Outside Business Activities of [an Associated Person] Registered 
Persons 
 

No registered person [associated with a member in any registered capacity shall] 

may be an employee[d by], independent contractor, sole proprietor, officer, director or 

partner of another person, or be compensated, or have the reasonable expectation of 

compensation, [or accept compensation] from[,] any other person as a result of any 

business activity[, other than a passive investment,] outside the scope of [his] the 

relationship with his or her member [employer] firm, unless he or she has provided 

[prompt] prior written notice to the member[.], in [S]such [notice shall be in the] form as 

specified [required] by the member.  Passive investments and [A]activities subject to the 

requirements of NASD Rule 3040 shall be exempted from this requirement.  

• • • Supplementary Material: ------------------ 

.01  Obligations of Member Receiving Notice.  Upon receipt of a written notice under 

Rule 3270, a member shall consider whether the proposed activity will:  (1) interfere with 
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or otherwise compromise the registered person’s responsibilities to the member and/or 

the member’s customers or (2) be viewed by customers or the public as part of the 

member’s business based upon, among other factors, the nature of the proposed activity 

and the manner in which it will be offered.  Based on the member’s review of such 

factors, the member must evaluate the advisability of imposing specific conditions or 

limitations on a registered person’s outside business activity, including where 

circumstances warrant, prohibiting the activity.  A member also must evaluate the 

proposed activity to determine whether the activity properly is characterized as an outside 

business activity or whether it should be treated as an outside securities activity subject to 

the requirements of NASD Rule 3040.  A member must keep a record of its compliance 

with these obligations with respect to each written notice received and must preserve this 

record for the period of time and accessibility specified in SEA Rule 17a-4(e)(1). 

* * * * * 

Text of Incorporated NYSE Rule and Rule Interpretation to be Deleted in 
their Entirety from the Transitional Rulebook 

 

Incorporated NYSE Rule 

* * * * * 

[Rule 346. Limitations—Employment and Association with Members and Member 
Organizations] 
 
Entire text deleted.  

 
* * * * * 

 
NYSE RULE INTERPRETATION 
 

* * * * * 
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[Rule 346 Limitations — Employment and Association with Member Organizations] 

Entire text deleted. 

* * * * * 


