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Self-Regulatory Organizations; Financial Industry Regulatory Authority, Inc.; Notice of
Filing of Proposed Rule Change to Amend an Exemption to NASD Rule 1050 and NYSE
Rule Interpretation 344/02 for Certain Research Analysts Employed by a Member’s
Foreign Affiliate Who Contribute to the Preparation of a Member’s Research Report.
Pursuant to Section 19(b)(1) of the Securities Exchange Act of 1934 (“Act”)' and
Rule 19b-4 thereunder,” notice is hereby given that on September 12, 2007, 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, II, and III 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.

I. Self-Regulatory Organization’s Statement of the Terms of Substance of the
Proposed Rule Change

FINRA i1s proposing to amend an exemption to NASD Rule 1050 and NYSE Rule
Interpretation 344/02 for certain research analysts employed by a member’s foreign
affiliate who contribute to the preparation of a member’s research report.

The text of the proposed rule change is available at FINRA, on FINRA’s Web site

at http://www.finra.org., and in the Commission’s Public Reference Room.

II. Self-Regulatory 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

‘ 15 U.S.C. 78s(b)(1).

2 17 CFR 240.19b-4.



purpose of and basis for the proposed rule change and discussed any comments it
recetved on the proposed rule change. The text of these statements may be examined at
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-Regulatory Organization’s Statement of the Purpose of, and
Statutory Basis for, the Proposed Rule Change

1. Purpose

Background

NASD Rule 1050 and NYSE 344 (“Rules”) require an associated person who
functions as a research analyst to registér as such with FINRA and pass a qualification
examination. In the context of this requirement, the Rules deﬁne. “research analyst” as
“an assoctated person who is primarily responsible for the preparation of the substance of
a research report or whose name appears on a research report.” The term “research
report” in the Rules have the meaning as defined in NASD Rule 2711(a)(8) and NYSE
Rule 472.10(2): a wﬁtten or electronic communication that includes an analysis of equity
securities of individual companies or industries, and that provides information reasonabiy
sufficient upon which to base an investment decision.

Pursuant to the Rules; FINRA has implemented the Research Analyst
Qualification Examination (Series 86/87). The examination consists of an analysis part
(Series 86) and a regulatory part (Series 87). Prior to taking either the Series 86 or 87, a
candidate also must have passed the General Securities Registered Representative
Examination (Series 7), the Limited Registered Representative (Series 17), or the Canada

Module of Series 7 ('S_eries 37 or 38). Persons who were functioning as research analysts

3 The Commission has modified part of these statements.






