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BEFORE THE 

SECURITIES AND EXCHANGE COMMISSION 

WASHINGTON, DC 

In the Matter of the Application of 

Meyers Associates, L.P. and Bruce Meyers 

For Review of Disciplinary Action Taken by 

FINRA 

File No. 3-18359 

BRIEF OF THE FINANCIAL INDUSTRY REGULATORY AUTHORITY IN 

OPPOSITION TO THE APPLICATION FOR REVIEW 

I. INTRODUCTION 

Meyers Associates, L.P. ("Meyers Associates") and Bruce Meyers ("Meyers") (together, 

the "Applicants") request that the Commission review a January 4, 2018 FINRA disciplinary 

decision. Their application should be denied. 

Meyers Associates and Meyers engaged in wide-ranging misconduct that violated both 

the federal securities laws and numerous FINRA rules. They communicated repeatedly with the 

public using misleading emails that painted an extremely positive picture of a development

phase company that Meyers owned, without a fair and balanced treatment of risks and potential 

benefits or the disclosure of essential facts and information necessary to provide a sound basis 

for evaluating the details they presented. 

Meyers Associates' and Meyers's misconduct also demonstrated supervisory failures that 

resulted in Meyers Associates keeping inaccurate books and records and failing to report critical 

information concerning potential patterns of abuse by the firm's brokers. In this respect, Meyers 



Associates' failure to supervise reasonably the activities of the finn, due to inept reviews of 

electronic correspondence, an inability to identify and report customer complaint infonnation, 

and inadequate supervisory controls, was consistent in its lack of quality. 

The record supports fully the National Adjudicatory Council's ("NAC") findings. They 

rest upon an abundance of evidence and are without any meaningful controversy. The legal 

theories are well established and the findings are not predicated on or ancillary to any claims that 

were dismissed in the proceedings before FINRA adjudicators. Instead, the Applicants violated 

aspects of the federal securities laws and FINRA rules that strike at the core of a broker-dealer's 

day-to-day responsibilities as a FINRA member. Meyers Associates and Meyers offer no 

coherent, recognizable legal arguments or counter statement of facts that undennines the NAC's 

findings. The Commission should therefore affirm them. 

The Commission also should affinn the significant sanctions that the NAC imposed on 

the Applicants for their misconduct. For instance, their use of misleading communications with 

the public, which included numerous unfair, unbalanced, and unwarranted claims, was wide

ranging and persistent. Their conduct was egregious, and the monetary sanction the NAC 

imposed for this misconduct is consistent with the FINRA Sanction Guidelines ("Guidelines") 

and serves the public interest. 

Justified too is the unitary monetary sanction that the NAC imposed on Meyers 

Associates for its other violations. They represent a systematic failure of the firm's supervisory 

responsibilities and are indicative of the Applicants' apparent refusal to allocate their resources 

to supervisory concerns and implement reasonable supervisory procedures and controls. In this 

respect, Meyers has shown himself, as Meyer Associates' self-proclaimed "boss," incapable of 

or indifferent to supervising his finn 's activities, and the decision to bar him from acting as a 

-2-



principal or supervisor of a FINRA member firm in the future is an appropriately prophylactic 

measure. 

Although the Applicants would like FINRA to ignore their extensive regulatory and 

disciplinary histories, the Commission should not. Far from evidencing regulatory bullying, the 

numerous actions taken against the Applicants by FINRA and other regulators, when taken as a 

whole, paint a deeply troubling picture of their ability and desire to comply fully with the 

important regulatory responsibilities that confront all securities industry professionals and their 

firms. The Applicants vow that they have gotten better, but their self-serving claims of 

corrective actions taken and supervisory upgrades explored lack credibility when viewed against 

the backdrop of their regulatory histories and the evidence of their ongoing recalcitrance in this 

and other recent cases. Indeed, given the Applicants' persistence in blaming everyone-firm 

staff, public auditors, and even FINRA-for their woeful regulatory failures, the NAC rejected 

appropriately their assertions that the prospects for their improvement are promising. 

II. BACKGROUND 

A. The Applicants 

Meyers Associates, now known as Windsor Street Capital, L.P ., became a FINRA 

member in 1994. RP 1127.1 Headquartered in New York City, the finn engages in a retail 

securities business and investment banking. Id. 

At all relevant times, Meyers owned Meyers Associates indirectly, acted as the firm's 

managing partner, Chief Executive Officer ("CEO"), and self-described "boss," and he was 

"RP" refers to the page number in the certified record. 
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registered with the firm as a general securities representative and a general securities principal.2 

RP 1128, 1442-1444. Meyers is no longer associated with a FINRA member. 

B. FINRA 's Disciplinary Proceedings 

FINRA 's Department of Enforcement ("Enforcement") filed a nine-cause complaint 

initiating disciplinary proceedings against the Applicants on October 6, 2014. RP 1-59. The first 

cause of action alleged that the Applicants offered to sell securities that did not meet the 

registration requirements of Section 5 of the Securities Act of 1933 ("Securities Act"), in 

violation of FINRA Rule 20 I 0. 3 The second cause of action alleged that the Applicants used 

unbalanced and misleading communications with the public, in violation ofNASD Rule 2210(d) 

and FINRA Rule 2010.4 The third cause of action, which Enforcement withdrew prior to 

hearing, claimed that Meyers failed timely to file a private placement memorandum for an entity 

that he controlled, in violation of FINRA Rules 5122 and 20 I 0. The fourth cause of action 

asserted that the Applicants and Imtiaz A. Khan ("Khan") maintained, or caused the finn to 

maintain, inaccurate books and records, in violation of Section 17 of the Securities Exchange Act 

of 1934 ("Exchange Act"), Exchange Act Rules l 7a-3, l 7a-4, and l 7a-5, NASO Rule 3110, and 

FINRA Rules 4511 and 2010. The fifth cause of action alleged that the Applicants and Khan 

falsified, or caused to be falsified, federal tax forms, in violation of FINRA Rule 20 I 0. The sixth 

cause of action claimed that the Applicants failed to supervise reasonably preparation of the 

finn's books and records, in violation of NASO Rule 3010 and FINRA Rule 2010. The seventh 

2 Meyers entered the securities industry in 1982, and he associated with several FINRA 
members before founding Meyers Associates in 1994. RP 1128. 

3 FINRA applied the conduct rules that existed at the time of the conduct at issue. 

4 The relevant NASO rules applied to the misconduct that remains at issue in this appeal 
proceeding are attached at Attachment A. 
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cause of action alleged that Meyers Associates failed to supervise reasonably the firm's 

electronic correspondence, in violation ofNASD Rules 3010 and 2110, and later FINRA Rule 

2010. The eighth cause of action claimed that Meyers Associates failed to report to FINRA, or 

failed to report timely, information concerning customer complaints, in violation of NASD Rules 

3070 and 2110, and FINRA Rule 2010. Finally, the ninth cause of action alleged that Meyers 

Associates failed to establish and maintain an adequate system of supervisory control 

procedures, in violation ofNASD Rule 3012 and FINRA Rule 2010. 

The Applicants filed an answer and denied all allegations that their conduct violated 

FINRA rules. RP 273-330. On April 27, 2016, an Extended Hearing Panel of FINRA issued a 

decision after conducting a six-day hearing. RP 14653-682. The Extended Hearing Panel 

dismissed as unproven the first and fifth causes of action. The Extended Hearing Panel also 

dismissed as unproven the allegations against Meyers and Kahn in the complaint's fourth cause 

of action. The decision nevertheless found the Applicants liable for the misconduct otherwise 

alleged in the complaint's second, fourth, sixth, seventh, eighth, and ninth causes of action. 

Assessing sanctions by cause, the Extended Hearing Panel fined Meyers Associates a total of 

$700,000. The Extended Hearing Panel also fined Meyers a total of$75,000 and barred him 

from acting in any supervisory or principal capacity with any FINRA member. 

The Applicants appealed the Extended Hearing Panel's decision to FINRA's NAC.5 On 

January 4, 2018, the NAC affirmed the Extended Hearing Panel's liability findings, but it 

Enforcement did not cross-appeal the dismissal of the first and fifth causes of action, or 
those aspects of the fourth cause of action pertaining to Meyers and Kahn. The allegations 
associated with those elements of the complaint thus are no longer at issue in this matter. 
Because the Extended Hearing Panel dismissed the two causes of action that named Khan as a 
respondent, he is no longer a party to these proceedings. 

5 
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modified the sanctions the panel imposed. RP 15007-28. First, the NAC fined Meyers 

Associates and Meyers $200,000 and $50,000, respectively, for their use of misleading 

communications with the public, concluding that the communications were, at a minimum, the 

result of reckless misconduct and decidedly egregious and widespread in their use. Second, the 

NAC imposed a unitary sanction, a $500,000 fine, for Meyers Associates' remaining, 

supervision-related misconduct. The NAC viewed this misconduct to have occurred from the 

finn 's persistent and systemic supervisory shortcomings, which resulted in part from its inability, 

or unwillingness, to respond to the prior disciplinary actions of FINRA and other regulators. 

Finally, the NAC fined Meyers $50,000 and barred him in any principal or supervisory capacity 

for his failure to supervise the £inn's books and records. These sanctions reflect, among other 

things, Meyers's demonstrated indifference to his responsibility to maintain an effective 

supervisory system for his finn. 

The Applicants timely appealed the NAC's decision to the Commission. 

III. ARGUMENT 

A. The Applicants Violated FINRA Rules Concerning Communications with the 
Public 

The NAC found that the Applicants, over a six-month period in 2011, emailed to more 

than 1,000 individuals sales literature that failed to uphold the content standards that apply to the 

public communications ofFINRA members, in violation of NASD Rule 2210 and FINRA Rule 

2010.6 The record, which includes each of the offending emails and the testimony of 

A violation of any FINRA rule constitutes also a violation of FIN RA Rule 2010, which 
requires FINRA members, in the conduct of their business, to observe high standards of 
commercial honor and just and equitable principles of trade. See Wedbush Sec., Inc., Exchange 
Act Release No. 78568, 2016 SEC LEXIS 2794, at *15 n.11 (Aug. 12, 2016), ajf'd, 2018 U.S. 
App. LEXIS 10009 (9th Cir. Apr. 20, 2018). 

6 



knowledgeable FINRA staff, supports fully FINRA's findings.7 The Commission should 

therefore affirm them. 

I. Meyers Sent Emails That Violated Applicable Content Standards 

FINRA regulates through NASO Rule 2210 the communications that its members have 

with the public.8 See Davrey Fin. Servs., Inc., 58 S.E.C. 474, 482 (2005). The rule imposes 

content standards that apply to all FINRA member communications, as well as standards that 

apply specifically to sales literature.9 See NASO Rule 2210(d)( l), (2). 

These standards require that communications with the public be consistent with 

principles of fair dealing and good faith, and be fair and balanced. See NASO Rule 

2210( d)( 1 )(A). Communications must therefore provide a sound basis for evaluating the facts 

about any particular security or type of security, industry, or service discussed and disclose any 

material fact that, if omitted, would cause the communications to be misleading. Id. These 

standards further prohibit communications that make "any false, exaggerated, unwarranted or 

misleading statement or claim," and a member may not publish, circulate, or distribute any 

communication the member "knows or has reason to know contains any untrue statement of a 

material fact or is otherwise false or misleading." See NASO Rule 2210(d)(l)(B). 

Communications also "may not predict or project performance, imply that past performance will 

7 In this brief, FINRA cites the facts supporting the NAC's decision in relation to each 
violation. 

8 FINRA Rule 2210 replaced NASO Rule 2210, effective February 4, 2013. 

9 "Sales literature" is a subset of"communications with the public," and includes any 
written or electronic communication, other than an advertisement, independently prepared 
reprint, institutional sales material, and correspondence, that is generally distributed or made 
available to customers or the public, including fonn letters, circulars, research reports, and 
market letters. See NASO Rule 2210(a)(2). 
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recur or make any exaggerated or unwarranted claim, opinion or forecast." See NASO Rule 

2210(d)( l )(D). Finally, sales literature must, among other things, prominently disclose the name 

of the member and reflect any relationship between the member and any non-member or 

individual who is named in the sales literature. See NASO Rule 2210(d)(2)(C). 

From January to June 2011, Meyers sent on behalf of Meyers Associates 1,037 emails, 

each to a different individual, which constituted sales literature and violated the foregoing 

standards. 10 RP 1619, 1960-61, 9237-10277, 12235-87. Each of these public communications 

concerned a biotechnology company, SignPath Pharma, Inc. ("SignPath"), that Meyers co

founded in 2006 to develop synthesized, proprietary formulations of curcumin for medicinal use. 

RP 1129, 1585-87, 12128, 12235-87. Meyers composed the emails as "fonn letters," and he sent 

them to individuals associated with venture capital and hedge funds that invest in biotechnology 

companies, investors in biotechnology companies, and biotechnology industry analysts and 

service providers to familiarize them with SignPath and its products and prospects. 11 RP 1619-

22, 1627, 1640-48. 

The emails referred to SignPath as a "development phase" company and provided 

information about its various formulations of curcumin, their progress through various stages of 

testing and development, and the company's prospects for acquiring the rights to other promising 

drugs. See, e.g., RP 9237-53, 9254-9490, 9491-10277. Although the emails did not reference 

any specific offering of SignPath securities, they stated that SignPath "is a public company 

10 Meyers sent all of the emails from his Meyers Associates email account. RP 9237-
10277, 12235-87. 

11 Meyers compiled the list of email recipients from a database that he created. RP 1620-
21. Three of the recipients were customers of Meyers Associates. RP 1624. 
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which anticipates trading shares in the [first] quarter of 2011" and is "currently seeking 

prospective investors" and "capital." See, e.g., RP 9237, 9254, 9491. The emails routinely 

encouraged recipients to take advantage of the "opportunity" presented to them by contacting 

Meyers for additional infonnation. See, e.g., RP 9248, 9254, 9491. 

The emails, when viewed through the lens ofNASD Rule 2210, violated FINRA 's rules 

governing the content of member communications with the public. First, a large number of the 

emails made unwarranted and misleading claims about SignPath's future, and its ability and 

prospects to acquire successfully another promising drug. See RP 9237, 9247-48, 9254-490. 

Meyers declared in these emails that SignPath "has a unique opportunity in obtaining an oral 

incretin-mimetic designed for individuals with type II diabetes which will catapult SignPath 

Phanna' s direct entry into clinical Phase III and IV within the next several months." RP 9254-

490. In several other emails, Meyers declared that it had "obtained confinnation of the rights" to 

the oral anti-diabetic drug to which he referred, Dutogliptin. RP 9237, 9247-48. 

The opportunity to acquire Dutogliptin, however, was not distinctive to SignPath, and the 

company had not obtained any rights to acquire and develop the drug. RP 1651-53, 2757-2763. 

Statements in the emails about this ''unique opportunity" were thus false and misleading, and 

they constituted unwarranted claims and predictions in contravention ofNASD Rules 

22 lO(d)(l )(A), 22 IO(d)( l )(B), and 22 lO(d)(l )(D). The emails failed also to disclose other 

material facts that were necessary, under NASO Rules 2210(d)(l)(A) and 2210(d)(l)(B), to 

make the claims made in the emails fair and balanced and not misleading. These facts included 

that SignPath needed to raise $3 million to entertain the possibility of purchasing Dutogliptin and 

an additional $125 million for clinical trials. RP 1652-56, 2071-72, 2756-63. 
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Second, the emails were unifonnly one-sided in their discussion of SignPath and the 

prospects for the products that it was developing. See RP 9239-10277. Among other claims, 

Meyers stated routinely that SignPath anticipated that its shares would be publicly traded 

beginning in the first quarter of 2011. See, e.g., RP 9239-53. A large swath of emails further 

stated, "financial returns on investment within the two immediate years will enhance the stature 

of SignPath ... as a young but imposing phannaceutical company." See, e.g., RP 9254-490. 

Moreover, all of the emails touted the promising early results ofSignPath's curcumin 

fonnulations and the prospect, without any apparent hindrances, for their continued testing and 

development. See RP 9239-10277. 

These emails were not fair and balanced in their presentation, did not provide a sound 

basis on which to evaluate their claims, constituted unwarranted claims and predictions, and 

omitted material infonnation concerning SignPath's viability that rendered their otherwise true 

statements misleading. See RP 2061-2087. The emails omitted to disclose SignPath's lack of 

experience in manufacturing, marketing, selling, and distributing its products. The emails also 

omitted to mention the company's financial pitfalls. The company had a history of significant 

losses, it did not anticipate revenues necessary to bring its products successfully to market in the 

near future, and any investment in the company was inherently illiquid and risky in nature. See 

RP 1595-96, 1649-59, 1961-64, 2044-46, 2061-88, 8367-593. The emails thus violated NASO 

Rules 2210(d)(l)(A), 2210(d)(l)(B), and 2210(d)(l)(D). See Donner Corp. Int'!, Exchange Act 

Release No. 55313, 2007 SEC LEXIS 334, at *38 (Feb. 20, 2007) ("[T]he negative financial 

information providing the basis for such an opinion constitute material facts."); Davrey Fin. 

Servs., Inc., 58 S.E.C. at 487 ("Davrey's discussion of the 'million dollar plan' contained no risk 

disclosure, no description of the risky strategies on which it was based, and promised specific 
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results without a reasonable basis in violation of NASO Conduct Rule 2210."); see also Daniel 

C. Montano 53 S.E.C. 681, 687-88 (1998) ("The overall effect of these statements was to imply , 

any investor could expect returns."). 

Finally, all of the emails, which were sales literature, failed to disclose information in 

accordance with NASO Rule 2210( d)(2)(C). For instance, many of the emails failed to disclose 

prominently the name of the broker-dealer from which they originated, as is required by NASO 

Rule 2210(d)(2)(C)(i). Meyers sometimes signed the emails as "President, Meyers Associates," 

but he often made no specific reference, as required, to Meyers Associates, instead referring only 

to SignPath as "my biotech company" and to himself as a "principal" of that company. See, e.g., 

RP 2080-81, 9919-10277. Moreover, none of the emails disclosed the material information 

required by NASO Rule 2210(d)(l)(C)(ii) concerning the existing relationships between 

SignPath and the Applicants. They failed to disclose the ongoing investment banking 

relationship that existed between Meyers Associates and SignPath, and did not reveal that, at the 

time, the Applicants collectively owned greater than 60 percent of SignPath's common stock. 12 

See RP 1606-07, 2070-71, 2081-82, 2085. In sum, the emails made misleading claims, were not 

balanced, made unwarranted statements, and failed to make required disclosures. 

2. The Applicants' Arguments Do Not Excuse Their Defective 
Communications 

In their appeal brief, the Applicants raise a number of arguments that they claim warrant 

the reversal of FINRA's findings concerning their communications with the public. These 

Meyers Associates provided investment-banking services to SignPath and worked as the 
exclusive placement agent for the company's securities offerings. RP I 130. Meyers Associates 
raised approximately $13 million in capital for SignPath and earned greater than $1 million in 
compensation for its efforts, including commissions, fees, and options to purchase SignPath 
securities. RP 1130, 1603-04. 

-11-
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arguments are defective and unpersuasive, and they seek to recast the established meaning of 

NASO Rule 2210 and the content standards that apply to the public communications of FINRA 

members. Whether taken on their individual merits or together, the Commission should reject 

them. 

First, the Applicants assert that the emails did not refer to any specific offering of 

SignPath's securities. Br. at 4, 6. The application ofNASD Rule 2210 to the emails Meyers sent 

on behalf of Meyers Associates is nevertheless entirely consistent with the plain terms and 

purpose of the rule. FINRA regulates generally the "dealings" of its members "with the 

investing public" through NASO Rule 20 l 0. Robert L. Wallace, 53 S.E.C. 989, 995 ( 1998). 

NASO Rule 2210 is therefore not limited to advertising or communications for an offering of 

securities, and it instead provides standards that apply to allFINRA member communications 

with the public. Id.; see also NASO Rule 2210(d)(l)(A) ("All member communications with the 

public shall be based on principles of fair dealing and good faith ... and must provide a sound 

basis for evaluating the facts in regard to any particular security or type of security, industry, or 

service.") (emphasis added); NASO IM-2210-1 ("Every member is responsible for determining 

whether any communication with the public . . . complies with all applicable standards .... ") 

(emphasis added). The fact that the 1,037 emails at issue sought to promote SignPath and its 

capital raising efforts generally, and not a specific security issued or offered by that company, 

provides no fertile ground for a reversal ofFINRA's findings. 13 See Sheen Fin. Res., Inc., 52 

It is for this reason that the Applicants' arguments, Br. at 3-4, that FINRA erred by 
finding they violated NASO Rule 2210 when the Extended Hearing Panel found that they did not 
engage in a general solicitation to offer or sell SignPath's securities, fail. There is plainly no 
requirement that a member's communications with the public also constitute a general 
solicitation for the offer or sale of securities under Rule 502(c) of Regulation D for NASO Rule 
2210's content standards to apply. Indeed, contrary to the Applicants' novel reading of 

Footnote continued on next page 
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S.E.C. 185, 190 n.22 (1995) ("We reject the claim that the advertisements cannot be found 

misleading because they did not mention specific investments."); cf. Philip L. Spartis, Exchange 

Act Release No. 64489, 2011 SEC LEXIS 1693, at *41 (May 13, 2011) ("[NYSE] Rule 472.30 

is very broadly worded, proscribing the 'utilization of any communication which contains ... 

any untrue statement or omission of material facts or is otherwise misleading."'). 

Second, the Applicants assert that there is no evidence that the emails were fraudulently 

misleading. Br. at 4-5. FINRA, however, did not allege a fraud violation and it need not 

establish the elements of fraud, including scienter, to establish a violation of the communications 

with the public rule, NASO Rule 2210. See Dep 't of Enforcement v. Reynolds, Complaint No. 

CAF99018, 2001 NASO Discip. LEXIS 17, at *41 (NASO NAC June 25, 2001) ("We reject his 

contentions ... as a defense to Conduct Rules 2110 and 2210, neither of which requires a 

showing of scienter."); Cf Spartis, 2011 SEC LEXIS 1693, at *44-45 ("The language of Rule 

472.30 ... is even broader than [Exchange Act Section l0(b) and Exchange Act Rule lOb-5] and 

the Exchange Act has not otherwise indicated that a scienter requirement should be read into the 

express language of the Rule."). 

Third, the Applicants claim that FINRA failed to consider that SignPath maintains a 

website from which interested persons could obtain additional, "detailed" information about the 

company and its products. Br. at 7. As the Commission has long held, FINRA member 

communications with the public nevertheless "must stand on their own when judged against the 

standards of[NASD Rule 2210]." Sheen Fin. Res., Inc., 52 S.E.C. at 191; accord Pac. On-Line 

cont'd 

Enforcement's complaint, Br. at 1-2, none of the claims that remain at issue in this appeal area
"predicated,

, 
on or "ancillary" to any cause of action previously dismissed in these proceedings 

by FINRA adjudicators. Each remaining claim rests on its own facts and law. 
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Trading & Secs., Inc., 56 S.E.C. 1111, 1120 (2003). Detailed explanations available or provided 

elsewhere do not cure the Applicants' flawed sales literature. See Sheen Fin. Res., Inc., 52 

S.E.C.at 190-91; see also Excel Fin., Inc., 53 S.E.C. 303, 311-12 (1997) (rejecting an argument 

that a communication, which did not contain a balanced statement of the benefits of an 

investment and its risks, should be viewed in conjunction with a private placement 

memorandum). 

Fourth, the Applicants complain that FINRA failed to consider the sophistication of the 

individuals to which they directed the emails. Br. at 4, 8. That the individuals who received the 

Applicants' decidedly one-sided emails may have been institutional or sophisticated investors 

does not excuse the Applicants' fundamental disregard for NASO Rule 2210's content standards, 

including that all communications be fair and balanced.14 See Excel Fin., Inc., 53 S.E.C. at 312 

("The fact that some of the intended audience were accredited investors did not excuse its failure 

to provide disclosure that was not misleading."); see also Dep 't of Enforcement v. Hedge Fund 

Capital Partners, UC, Complaint No. 2006004122402, 2012 FINRA Discip. LEXIS 42, at * 17 

(FINRA NA C May I, 2012) ("The content standards for communications with the public ... 

expressly include institutional sales material."). 

The Applicants argued before FINRA that the relevant emails were not sales literature 
but "institutional sales material," which FINRA defines as "any communication that is 
distributed or made available only to institutional investors." See NASO Rule 221 l(a)(2). 
FINRA found, as an evidentiary matter, that the Applicants did not limit the audience for the 
SignPath-related emails only to institutional investors. Moreover, the content standards at issue 
in this case, other than those that apply specifically to advertisements and sales literature, apply 
to both sales literature and institutional sales material. See NASD Rule 221 l(d)(l ) ("All 
institutional sales material and correspondence are subject to the content standards of Rule 
2210(d)(l )  .... "). Consequently, FINRA concluded, correctly, that the distinction the 
Applicants attempted to draw is largely irrelevant. 
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Finally, the Applicants contend that FINRA failed to establish that any particular 

statement made in the emails was factually inaccurate or misleading. Br. at 7-8. This argument, 

however, fails on two levels. As a threshold matter, FINRA found specifically that many of the 

emails contained unwarranted and factually misleading claims, including that SignPath was 

"uniquely" positioned to acquire the drug Dutogliptin. More importantly, even if elements of the 

emails were true, the decidedly positive nature of those statements, and the failure to balance 

them with a fair discussion of risk or a disclosure of other facts necessary to evaluate the 

information presented, caused the emails to violate NASO Rule 2210. See Sheen Fin. Res., Inc., 

52 S.E.C. at 190 ("[T]he blanket nature of the statements made in the advertisements, appearing 

as they did with neither detail nor qualification, renders them violative ofNASD advertising 

rules."); cf. Sparti�, 2011 SEC LEXIS 1693, at *36 ("Given the one-sided disclosure that was 

made ... [a] reasonable investor would want to know of any risks or potential banns ... . " 

(internal quotation marks omitted)). FINRA members must ensure that statements are not 

misleading within the context in which they are made and provide a balanced treatment of both 

the risks and potential benefits associated with a particular investment product or investment

related service or opportunity. See NASO Rule 2210(d}(l)(A) ("No member may omit any 

material fact or qualification if the omission, in the light of the context of the material presented, 

would cause the communications to be misleading."}; NASO IM-2210-1 ("An essential test in 

this regard is the balanced treatment of risk and potential benefits."); see also Jay Michael 

Fertman, 51 S.E.C. 943, 950 (1994) (holding that FINRA rules require that member 

communications "disclose in a balanced way the risks and rewards of the touted investments"). 

All members of the investing public are entitled to the protections provided by NASO Rule 

2210's content standards at all stages of their interaction with a FINRA member, whether a 
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member intends its communications merely to arouse or inform investor interest or more 

immediately to close a deal. See Wallace, 53 S.E.C. at 996 (rejecting an argument that 

communications offering only general information did not violate FINRA's advertising standards 

and holding that "[t]he rules that Wallace violated provide important safeguards for the 

protection of public investors"). Meyers Associates and Meyers denied the recipients of the 

1,037 emails the protections found in FINRA 's rules. 

B. Meyers Associates Created and Maintained Inaccurate Books and Records 

The NAC found that Meyers Associates kept inaccurate books and records, in violation 

of Section 17 of the Exchange Act, Exchange Act Rules l 7a-3, l 7a-4, and 17a-5, NASD Rule 

3110, and FINRA Rules 4511 and 2010. The Applicants did not contest these findings before 

the NAC, and they offer no meritorious resistance to FINRA's findings now. These findings 

should therefore be affirmed. 

1. Meyers Associates Failed to Treat Personal Expenses Paid for Meyers 
and Kahn as Compensation 

The facts that support FINRA 's findings are plentiful and straightforward. On November 

1, 20 I 0, Meyers Associates entered into employment agreements with Meyers and Kahn that 

required the finn to advance or reimburse them "each month for all expenses and disbursements 

of any kind or nature incurred" in connection with their duties on behalf of the firm. RP 12293, 

12315. The expenses covered by this provision included, but were not limited to, "travel, 

entertainment, meals, car expenses, airline travel and certain personal expenses" to the sum of 

$10,000 per month for Meyers and $7,5000 for Kahn "on a non-accountable basis." RP 12293, 

12315 ( emphasis added). Meyers and Kahn each understood the employment agreements to 

provide that Meyers Associates would reimburse them each month for personal expenses up to 

$10,000 and $7,500, respectively. RP 1517-19, 1831-34. 
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In 2011 and 2012, Meyers and Kahn charged both business and personal expenses to 

their corporate and personal credit cards. RP 183 7, 12331-596. In accordance with the expense 

reimbursement clause in their employment agreements, Meyers Associates paid for these 

expenses, including $60,769.95 for Meyers's and Kahn's personal expenses, such as jewelry, 

clothing, spa services, and personal travel for their family members. RP 1328-29, 1330-32, 

1334-35, 1344-53, 1518-20, 1532-34, 1837, 1887-903, 1910, 10949-50, 12331-595. 

Meyers Associates, however, inaccurately recorded the personal expenses reimbursed on 

behalf of Meyers and Kahn as business expenses in the firm's general ledger. RP 1336-1343, 

10950, 10967-68, 12597-13000. This caused Meyers Associates to underreport the 

compensation that it paid Meyers and Kahn on the finn's FOCUS Reports and Annual Audited 

Reports during and for the years 2011 and 2012. RP 1336-1343, 2321-22, 2355-56, 14095-351; 

see also RP 12305-08, 12323-34. Although the inaccuracies did not affect Meyers Associates' 

total amount of reported expenses or income, and they had no impact on the finn 's net capital 

computations, they nevertheless required Meyers Associates, after FINRA's investigation of this 

matter, to issue new fonns 1099 to restate Meyers's and Kahn's compensation for the years 2011 

and 2012:5 RP 1353-55, 10991, 1556-62, 1846-48, 12309-10, 12329-30; see also RP 12301-03, 

12307-08. 

By inaccurately reflecting as business expenses the payments that Meyers Associates 

made for Meyers's and Kahn's personal expenses, the finn incorrectly reported in its general 

ledger, and on routinely filed FOCUS Reports and Annual Audit Reports, the compensation that 

it paid these individuals. There is thus no doubt that, as the NAC found, Meyers Associates 

IS Meyers and Kahn restated their personal income tax returns for those same years. 
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violated Exchange Act Section 17, Exchange Act Rules 17a-3, 17a-4, and 17a-5, NASO Rule 

3110, and FINRA Rules 4511 and 2010. 16 See Mitchell H. Fillet, Exchange Act Release No. 

75054, 2015 SEC LEXIS 2142, at *47 {May 27, 2015) ("The recordkeeping rules 'include the 

requirement that the records be accurate . . . .  "'(quoting Eric J. Brown, Exchange Act Release 

No. 66469, 2012 SEC LEXIS 636, at *32 (Feb. 27, 2012)). 

2. The Applicants Offer Only Irrelevant Arguments to Contest FINRA 's 
Findings 

The Applicants seek to challenge FINRA 's action with several plainly irrelevant 

arguments. The Commission should reject them all. 

First, Meyers Associates claims that the misstatements resulting from the firm's 

erroneous accounting for Meyers's and Kahn's personal expenses were immaterial. Br. at 8, I 0-

11. Immateriality, however, is not an excuse for the firm's failure to keep and maintain accurate 

books and records under the federal securities laws and FINRA rules. See Palm State Equities, 

Inc., 52 S.E.C. 333, 336 (1995) ("Exchange Act Rule l 7a-3 requires that a broker-dealer keep 

The recordkeeping requirements at issue here have several sources. Exchange Act 

Section l 7(a)(1) requires that broker-dealers make and keep records as prescribed by the 

Commission. 15 U.S.C. § 78q(a){l ). Exchange Act Rule l 7a-3(a)(2) prescribes that these 

records include ledgers or other records that reflect "all assets and liabilities, income and expense 

and capital accounts" of the broker-dealer. See 11 C.F.R. § 240. l 7a-3(a)(2). Under Exchange 

Act Rules l 7a-5(a) and (d), they must include also monthly or quarterly FOCUS Reports and 

Annual Audit Reports that are filed with the Commission and incorporate a statement of income 

or loss reflecting the broker-dealer's revenues and expenses, including employee compensation 
and benefits. See 17 C.F.R. § 240.17a-5(a), (d). Exchange Act Rule 17a-4 requires that firms 
keep the foregoing records for a minimum three years. See 17 C.F.R. § 240.17a-4 

FINRA rules extend these recordkeeping requirements to its members. NASO Rule 
31 I0(a) required, until December 5, 2011, that each FINRA member make and preserve records 
in conformity with "all applicable laws, rules, and regulations," including Exchange Act Rule 
l 7a-3. Its successor, FINRA Rule 4511, requires that FINRA members "make and preserve 
books and records as required under the FINRA rules, the Exchange Act and the applicable 
Exchange Act rules." 
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and maintain current books and records. It does not permit a broker-dealer to avoid this 

requirement merely because, in retrospect, the resulting adjustments prove to be immaterial."). 

Second, the Applicants assert that the finn did not intentionally violate the recordkeeping 

and reporting requirements at issue in this case. Br. at 8. Proof of sci enter nevertheless is not 

required to establish a violation of the relevant provisions of the Exchange Act, Exchange Act 

Rules, or FINRA rules. See Orlando Joseph Jett, 51 S.E.C. 350, 396 (2004) ("Scienter is not 

required to violate Exchange Act Section l 7(a)(l ) and the rules thereunder."); see also Fillet, 

2015 SEC LEXIS 2142, at *48 ("Proof ofscienter is not required [under NASD Rule 3110]:'). 

Third, the Applicants demur that the finn's misconduct was simply a matter of"putting a 

penny in a wrongjar" and no hann to the investing public occurred. Br. at 9, 10. Violations of 

the recordkeeping requirements imposed under Exchange Act l 7(a)(l), and the rules thereunder, 

are not simply "technical" in nature, and it is of no moment if evidence of customer hann is 

lacking as the violations in question undennined directives that are central to the regulation and 

surveillance of broker-dealers. See David R. Williams, 48 S.E.C. 122, 124-25 (1985) 

("Williams' violations were not merely 'technical.' . .. 'Our recordkeeping rules are a keystone 

of the surveillance of brokers and dealers by our staff and by the securities industry's self

regulatory bodies."' (quoting Edward J. Mawod & Co., 46 S.E.C. 865, 873 n. 39 (1977), ajf'd 

591 F.2d 588 ( 10th Cir. 1979)). 

Finally, the Applicants maintain that the firm's public auditors issued two "clean" 

opinion letters after the audits they conducted of Meyers Associates' financial statements for the 

calendar years 2011 and 2012. A broker-dealer nonetheless cannot shift its commitment to 

maintain accurate books and records to its accountants or auditors; that responsibility rests 
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squarely with the finn and its officers. 17 See Tiger Options, 52 S.E.C. 1062, 1068 (1996) ("[T]he 

firm cannot shift the obligation to comply with its recordkeeping and reporting requirements [to 

its outside accountants]."); Cost Containment Servs., Inc., 52 S.E.C. 266,269 (1995) 

("Respondents attempt to place responsibility for any recordkeeping discrepancies on the 

shoulders of the firm's accountants. However, we note that officers of securities firms bear a 

heavy responsibility in ensuring compliance with all applicable rules and regulations."). 

C. The Applicants Engaged in Several Other Acts of Supervision-Related 
Misconduct That They Do Not Meaningfully Contest 

1. The Applicants Failed to Supervise the Firm's Books and Records 

NASO Rule 3010 requires that each FINRA member establish and maintain a system to 

supervise the activities of the persons that are associated with it that is reasonably designed to 

achieve compliance with the federal securities laws and FINRA rules. 18 
See NASD Rule 

3010(a). It must include written procedures to supervise the types of business in which the firm 

engages and the activities of its registered representatives, registered principals, and other 

associated persons. See NASD Rule 3010(a)( l), (b)(l). 

17 The Applicants claim concerning the scope of the Meyers Associates 2011 and 2012 
audits are also factually specious. The testimony of a representative from the public accounting 
finn that conducted those audits made clear that the auditors were not provided copies of the 
employment agreements for either Meyers or Kahn, and they did not review in the course of the 
audits the accounting for the personal expenses Meyers Associates paid pursuant to those 
employment agreements. RP 2315-29, 2331-39, 2376-77, 11591-601, 11811. The letter from 
which the Applicants quote brazenly, Br. at 10, to support the claim that the finn's auditors 
reviewed Meyers Associates' general ledger, and passed judgment on the finn's accounting for 
the personal expenses of its executives, was not proven to be authentic. RP 2315-29, 23 71-74, 
11591-601, 11811. 

18 FINRA Rule 3110 recodifies NASO Rule 3010, effective December 1, 2014. 
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Meyers Associates' written supervisory procedures made Meyers, the finn's CEO, 

responsible for "ultimate supervision" of the finn's supervisory personnel, and during the critical 

period he supervised the firm's chief financial officer and FINOP. RP 1436, 5556, 5560, 6240. 

In 2010, Meyers executed both his and Kahn's employment agreements on behalf of Meyers 

Associates and knew well the terms of those agreements. RP 12299, 12321. Nevertheless, he 

took no steps to ensure that the finn had in place procedures to account appropriately for the 

payments of personal expenses that Meyers Associates made for him and Kahn as compensation. 

RP 1451-52, 1578. It is not disputed that, during 2011 and 2012, Meyers Associates' 

supervisory system did not include procedures to account for accurately in the finn's books and 

records the personal expenses that the firm paid for Meyers and Kahn under the terms of their 

employment agreements. RP 1578. 

Meyers instead kept the firm's chief financial officer and FINOP in the dark. The finn's 

accounting personnel were not aware, and had not seen copies, of either Meyer's or Kahn's 

employment agreement. RP 2433, 2594. Meyers and Kahn did not infonn the relevant 

personnel that the charges that they incurred on their credit cards included those for personal 

expenses, and they did not provide the finn with a breakdown of their business and personal 

expenses. RP 1571-73, 1905-08, 2423-29. Instead, Meyers and Kahn provided the flan's 

accounting personnel only with cover pages of their credit card statements that provided the total 

expenses that each of them incurred monthly. RP 1397-99, 2423-29. Consequently, unaware of 

the facts necessary to accurately account for Meyers's and Kahn's personal charges, Meyers 

Associates reported solely as business expenses the personal expenses Meyers and Kahn 

submitted for repayment. 
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Based on these uncontested facts, there is no room for the Applicants to argue now that 

FINRA erred when it found that the Applicants failed to supervise reasonably preparation of the 

firm's books and records, in violation of NASO Rule 3010 and FINRA Rule 2010. See Wedbush 

Sec., Inc., 2016 SEC LEXIS 2794, at *28-31 (finding FINRA member and its president liable for 

failing to supervise reasonably the firm's regulatory filings where such filings were, among other 

things, knowingly inaccurate). Meyers cannot shift responsibility for his supervisory failures to 

Meyers Associates' chief financial officer and FINOP. Br. at 12. Having failed to develop 

appropriate written supervisory procedures and to provide finn personnel with the information 

they needed to perform their functions completely, he cannot claim that he reasonably delegated 

his supervisory responsibilities to others. See James Michael Brown, 50 S.E.C. 1322, 1325-26 

(1992) ("Brown failed to discharge his duties as president. He was fully aware that no one at the 

firm was maintaining the firm's books and records .. . .  Under these circumstances, there can be 

no finding of reasonable delegation."); see also Stuart K. Patrick, 51 S.E.C. 419,422 (1993) 

("(l]t is not sufficient for the person with overarching supervisory responsibilities to delegate 

supervisory responsibility to a subordinate, even a capable one, and then simply wash his hands 

of the matter until a problem is brought to his attention. . . . Implicit is the additional duty to 

follow up and review that delegated authority to ensure it is being properly exercised."), affd. 19 

F.3d 66 (2d Cir. 1994). Accordingly, Meyers Associates had deficient written supervisory 

procedures for maintaining its books and records and Meyers failed to supervise the chief 

financial officer and FINOP. 

2. Meyers Associates Failed to Supervise Electronic Correspondence 

Meyers Associates does not contest FINRA's findings that it violated NASO Rule 3010 

and 2110, as well as FINRA Rule 2010, by failing to supervise reasonably the firm's incoming 
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and outgoing electronic correspondence.19 Br. at 12. It is without dispute that, from March 2007 

to September 2010, Meyers Associates did not establish and maintain policies and procedures 

designed reasonably to achieve the flan's review of its electronic correspondence. RP 2169-72, 

11073. Its supervisory procedures failed to address how supervisors were to review electronic 

correspondence, the frequency of such reviews, or the manner in which to document a review. 

RP 2169-72, 11073. The firm thus did not maintain any records that identified which business

related electronic correspondence the firm reviewed, the registered principal that reviewed the 

correspondence, and the dates on which the reviews, if any, took place. RP 2158-61, 2172-84, 

11065, 11069, 11144, 11229. 

The requirement that a FINRA member establish and maintain an adequate supervisory 

system includes the development of written procedures for a registered principal's review of the 

member's incoming and outgoing written and electronic correspondence with the public 

concerning its investment banking and securities business. See NASD Rule 3010(d)(2). Meyers 

Associates simply failed to discharge this essential broker-dealer obligation, let alone reasonably, 

during the relevant period.20 The Commission should therefore affirm the NAC's findings. See 

19 FINRA Rule 2010 succeeded NASO Rule 2110, effective December 15, 2008. 

20 Although the Applicants do not contest the merits ofFINRA's findings concerning its 
review of electronic correspondence, the firm nevertheless accuses FINRA of unfair "pile on" or 
"bootstrapping," suggesting that the NAC's decision imposes sanctions on the finn a second time 
for misconduct that was the subject of an earlier Letter of Acceptance, Waiver, and Consent 
("A WC") that the firm executed on November 11, 2008, to settle disciplinary charges. Br. at 13, 
14. That A WC, however, covered misconduct related to Meyers Associates' review of electronic 
correspondence during the period April 2005 to April 2006. RP 3329-33. When it entered into 
that A WC, Meyers Associates did not receive, as it now suggests, a pass for any subsequent 
misconduct; in this case, misconduct that occurred during the period March 2007 to September 
2010. See Pac. On-Line Trading, Inc., 56 S.E.C. 1111, 1122-23 (2003) ("We further reject the 
Applicants' claim that NASD's acceptance of a settlement offer ... forecloses this proceeding . 
. . . Subsequent time periods are at issue here."). 
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Dep 't of Enforcement v. North, Complaint No. 2010025087302, 2017 FINRA Discip. LEXIS 7, 

at *21 (FINRA NAC Mar. 15, 2017) ("[The] procedures .... lacked specificity regarding the 

size of the review sample, method, frequency of review, and the documentation of the review."), 

appeal docketed, Admin. Proc. No. 3-17909 (SEC Apr. 6, 2017). 

3. Meyers Associates Failed to Report Customer Complaints or 
Reported Them Late 

NASO Rule 3070 requires a FINRA member to report statistical and summary 

infonnation about customer complaints. See NASD Rule 3070(c). During the period March 

2007 to July 2010, Meyers Associates did not report to FINRA any statistical and summary 

infonnation about 49 written customer complaints that it received, in violation ofNASD Rules 

3070 and 2110, and FINRA Rule 20 I 0. Meyers Associates failed to report timely to FINRA 

summary and statistical information regarding three customer complaints the firm received in 

2009, also in violation ofNASD Rules 3070 and 2110, and FINRA Rule 2010.21 

The Applicants do not confront the NAC's findings or the facts on which those findings 

rest, which the record supports fully. RP 1485-1513, 2191-20, 2196-207, 11245-46, 11247-425, 

11427-53. They instead offer two nonsensical reasons as to why the Commission should excuse 

the firm's misconduct. Neither of the reasons offered, however, serves to exonerate the firm, and 

the Commission should therefore affirm FINRA' s findings. 

First, the Applicants claim that the underreporting of customer complaints was not due to 

the "absence of a supervisory system," and Meyers Associates "successfully reported the 

previously unreported 49 customer complaints to FINRA by December 24, 2015, more than five 

NASO Rule 3070 requires a member to report the required information by the 15th day 
of the month following the calendar quarter in which the member received the customer 
complaints. Id. The firm submitted each of these reports more than one year late. RP 2199-207. 
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years after the complaints and months after the hearing FINRA held in this matter. Br. at 12. 

This claim provides the firm no solace. Its purported corrective action does not justify or cure its 

violation ofNASD Rule 3070 and provides no room for mitigating the sanctions FINRA 

imposed on the finn. See KCD Fin., Inc., Exchange Act Release No. 80340, 2017 SEC LEXIS 

986, at *34 (Mar. 29,2017) ("It is well established that '[t]he presence of procedures alone is not 

enough. Without sufficient implantation, guidelines and strictures do not ensure compliance."' 

( quoting Rita H Malm, 52 S.E.C. 64, 69 n.17 ( 1994)); see also Wedbush Sec., Inc., 2016 SEC 

LEXIS 2794, at *55 ("We also find .. . that the Firm's purported corrective actions are not 

mitigation because some were taken only after regulators notified them of the reporting failures 

. . . ."). 

Second, the Applicants intimate that they were prejudiced in mounting a defense in this 

case by what it deems FINRA's "lengthy delay" in initiating disciplinary proceedings against the 

firm. Br. at 13-14. In this respect, Meyers Associates' states that it is only required to maintain 

customer complaints for a period of three years, yet FINRA staff filed the complaint in this 

matter in late 2014, more than 7 years after the firm received the first of the customer complaints 

it failed to report to FINRA. Id. The Applicants nevertheless do not explain or establish how 

FINRA's action prejudiced them. See Robert Marcus Lane, Exchange Act Release No. 74269, 

2015 SEC LEXIS 558, at *78 (Feb. 13, 2015) ("[Applicant] identifies no specific instances in 

which Applicants were prejudiced, and we are unaware of any."); Stephen J. Gluckman, 54 

S.E.C. 175, 188 (1999) ("Gluckman has not shown any prejudice caused by NASD's alleged 

delay in commencing the proceeding."). Nor can they. This is not a case where documents were 

lost to the vagaries of time or due to the expiration of the document retention period established 
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under Exchange Act Rue 17a-4(b)(l).22 Meyers Associates had the unreported (and untimely 

reported) customer complaints in its records (as is evidenced by, among other things, its claimed 

corrective action), but because of the supervisory failures related to its review of electronic 

correspondence, the firm simply failed to identify and report them in accordance with NASO 

Rule 3070. RP 2207-24. No amount of additional evidence or testimony could change this 

obvious conclusion. See Gluckman, 54 S.E.C. 175, 190-91 (1999) (finding that applicant 

suffered no prejudice from an inability to examine a witness during an NASO hearing because of 

the passage of time where testimony of the witness would not have had a material impact on the 

proceeding). The NAC's conclusion that Meyers Associates failed to report, and reported late, 

customer complaints is well supported. 

4. Meyers Associates Failed to Maintain Adequate Supervisory Controls 

Meyers Associates likewise does not challenge the remaining FINRA findings, namely 

that the firm failed to maintain adequate supervisory controls. From 2009 to June 2011, Meyers 

Associates' supervisory control policies and procedures did not explain how the firm identified 

producing managers, reviewed the customer account activities of those managers, or determined 

if they were in need of heightened supervision because they generated 20 percent or more of the 

revenue of the business units supervised by the manager's supervisor, all as required by FINRA 

Indeed, the customer complaint reporting violations FINRA found to exist in this case 
result from FINRA 's review of Meyers Associates' reporting of customer complaints during 
examinations of the finn conducted in 2009 and 2010, which was within the period when the 
firm was required to maintain copies of the complaints in its records. RP 2190-91. 
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Rule 3012.23 RP 2224-2227. They also did not discuss how the finn monitored the transmittals 

of customer funds and securities. RP 2227-28. 

Moreover, the 2009, 2010, and 2011 annual reports detailing the firm's system of 

supervisory controls did not adequately explain the procedures used to test and verify the 

efficacy of the system. RP 2228-35, 11443-50, 11455-77. The reports instead contained 

conclusory, generic statements about unspecified testing of the system that claimed to justify the 

adequacy of the finn's supervisory controls. RP 2228-35, 11443-50, 11455-77. 

Based on this abundance of evidence, it is clear, as the NAC found, that Meyers 

Associates failed to establish, maintain, and enforce a system of supervisory control policies and 

procedures reasonably designed to achieve compliance with the federal securities laws and 

FINRA rules, in violation of NASO Rule 3012 and FINRA Rule 2010. Given the Applicants' 

silence on this issue on appeal, the Commission should affinn FINRA's findings. 

NASO Rule 3012 requires each FINRA member to designate one or more principals who 
must establish, maintain, and enforce a system of supervisory control policies and procedures. 
See NASO Rule 3012(a)(l). The system must verify, after testing, that the member reasonably 
designed its supervisory procedures to achieve compliance with the federal securities laws and 
FINRA rules and create additional or amended supervisory procedures the member identifies are 
needed. Id. A member's procedures must include systems to: review and monitor independently 
the customer account activity of the firm's producing managers; review and monitor all 
transmittals of customer funds or securities to third-party accounts, customer address changes, 
and changes of customer investment objectives; and provide heightened supervision of the 
activities of each producing manager that generates 20 percent or more of the revenue of the 
business units supervised by the producing manager's supervisor. See NASO Rule 3012(a)(2). 
The principal or principals responsible for the firm's supervisory control system must submit no 
less than annually to the member's senior management a report that details the member's system 
of supervisory controls, summarizes the results of the testing performed and any significant 
identified exceptions, and any new or amended supervisory procedures created in response to the 
test results. See NASO Rule 3012(a)( l ). NASO Rule 3012 was amended and renumbered as 
FINRA Rule 3 I 20, effective December I, 2014. 
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D. The Sanctions FINRA Imposed Serve a Remedial Purpose and Protect the 
Public Interest 

The NAC fined Meyers Associates $200,000 and Meyers $50,000 for violating the 

content standards that apply to the public communications of all FINRA members. FINRA 

further imposed a unitary sanction, a $500,000 fine, for the remaining misconduct in which 

Meyers Associates engaged, concluding that the conduct that occurred resulted fundamentally 

from the firm's persistent supervision failures. Finally, FINRA fined Meyers $50,000 and barred 

him in any principal or supervisory capacity for his failure to supervise the preparation of 

Meyers Associates' relevant books and records. 

Although the Applicants argue that these sanctions represent an "egregious" burden, lack 

any "logical" explanation, and are punitive, Br. at 14-16, they are mistaken. The sanctions 

FINRA imposed are neither excessive nor oppressive.24 They are in accordance with the 

Guidelines, serve an appropriately remedial purpose, and correctly account for the gravity of the 

Applicants' misconduct in this case, which when viewed against the backdrop of their extensive 

disciplinary histories warrant stringent sanctions to deter future misconduct. 25 The Commission, 

therefore, should unifonnly sustain the NAC's determination of sanctions. 

1. FINRA Considered Rightly the Applicants' Disciplinary Histories 

In determining the appropriate sanctions to impose on the Applicants for their 

misconduct, FINRA considered their extensive disciplinary histories. Although the Applicants 

24 Under Section l 9(e) of the Exchange Act, the Commission must dismiss the application 
for review if it finds that the Applicants engaged in conduct that violated FINRA rules, FINRA 
applied its rules in a manner consistent with the Exchange Act, and FINRA imposed sanctions 
that are neither excessive nor oppressive and that do not impose an unnecessary or inappropriate 
burden on competition. 15 U.S.C. § 78s(e). 

25 The relevant Guidelines applied in this matter are attached as Attachment B. 
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26 

suggest FINRA erred in doing so, resulting in what it suggestively calls "exaggerated 

unwarranted sanction[s]," Br. at 14, consideration of Meyers Associates' and Meyers's other 

misconduct is fully consistent with the Guidelines and consistent with the purposes of the 

Exchange Act. 

Meyers Associates' disciplinary history is "highly troubling." See Continued Ass 'n of 

Bruce Meyers, Decision No. SD-2069, slip. op. at 29 (FINRA NAC May 9, 2016), 

http://www.finra.org/sites/default/files1SD-2069-Meyers_0.pdf, affd, Exchange Act Release No. 

81778, 2017 SEC LEXIS 3096 (Sept. 29, 2017). The firm has been the subject of at least 16 

final disciplinary actions since 2000, and it has paid approximately $390,000 in monetary 

sanctions as result of them.26 Id. at 17-18. These prior actions concerned misconduct the same 

as, or similar to, the misconduct that the NAC found to have occurred here: supervisory failures, 

making untrue statements or omitting to state material facts in connection with a securities 

offering, failing to keep adequate books and records, inadequate review of electronic 

correspondence, and failing to report or timely report customer complaints. Id. Other violations 

On December 22, 2017, FINRA' S NAC issued a decision stemming from other 
disciplinary action against Meyers Associates in which the NAC found the firm failed to 
adequately supervise its Chicago office and failed to establish and implement adequate AML 
policies and procedures, in violation of FINRA Rules. See Dep 't of Enforcement v. Meyers 
Assocs., L.P., Complaint No. 2013035533701, 2017 FINRA Discip. LEXIS 47 (FINRA NAC 
Dec. 22, 2017), appeal docketed, Admin. Proc. No. 3-18350 (Jan. 23, 2018). The NAC fined the 
firm $500,000 and concluded that it is also subject to a statutory disqualification. On July 28, 
2017, the Commission also entered against Meyers Associates an Order Making Findings and 
Imposing Remedial Sanctions and a Cease and Desist Order Pursuant to Section SA of the 
Securities Act of 1933 and Sections l 5(b) and 21 C of the Securities Exchange Act of 1934. See 
Windsor St. Capital, L.P., Exchange Act Release No. 81254, 2017 SEC LEXIS 2265 (July 28, 
2017). The order found that the finn willfully violated Sections S(a) and S(c) of the Securities 
Act and Section l 7(a) of the Exchange and rules thereunder. The order imposed various 
sanctions and undertakings, including a $200,000 civil monetary penalty. 
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comprised failing to produce documents to regulators and in FINRA arbitrations, failing to 

comply with regulatory reporting requirements, and registration violations. Id. 

Meyers too possesses an "extensive" and "troubling" disciplinary history. Id. at 31. He 

has been the subject of at least six final disciplinary actions since 1990, including an action by 

the Connecticut Department of Banking in March 2015 that resulted in Meyers's statutory 

disqualification. Id. at 3. All but one of these actions concerned Meyers's failure to fulfill his 

supervisory responsibilities. Id. at 13-14. To settle one of these actions, Meyers served a four

month suspension in all principal and supervisory capacities. 

The Guidelines instruct that FINRA should "always" consider a respondent's disciplinary 

history when determining sanctions. 27 Sanctions imposed in the disciplinary process should thus 

be more severe for recidivists in order to deter and prevent future misconduct. 28 In this respect, 

the disciplinary histories of the Applicants evidence an extended disregard for fundamental 

regulatory and supervisory requirements and support stark sanctions to emphasize the need for 

meaningful corrective action and discourage future misconduct by them and other respondents.29 

See Consol. Inv. Servs., Inc., 52 S.E.C. 582,591 (1996) ("Prior disciplinary history provides 

evidence of whether an applicant's misconduct is isolated, the sincerity of the applicant's 

assurance that he will not commit future violations and/or the egregiousness of the applicant's 

misconduct."). Although the Applicants assert that they have undertaken a "consistent effort to 

upgrade and tighten [their] already existing proper supervisory systems," Br. at 12, the 

disciplinary histories of both Meyers Associates and Meyers belie this claim. The Applicants 

27 Guidelines, at 2 (General Principles Applicable to All Sanction Determinations, No. 2). 

28 Id. 

29 See id. 
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simply have not provided any evidence from which one could plausibly conclude that the prior 

actions taken against Meyers Associates and Meyers should not infonn, in part, the proper 

assessment of sanctions in this matter. 30 See John Joseph Plunkett, Exchange Act Release No. 

69766, 2013 SEC LEXIS 1699, at *47 (June 14, 2013) ("Plunkett states that '(t]he NAC 

statement of my [disciplinary] history again shows bias and is prejudiced' because it is not 

'relevant to this case.' We disagree."). Indeed, their persistence in blaming everyone but 

themselves for their woeful inadequacies undermines the Applicants' credibility to claim 

otherwise. See Keith D. Geary, Exchange Act Release No. 80322, 2017 SEC LEXIS 995, at 

*42 (Mar. 28, 2017) ("His compliance ... does not provide any meaningful assurance as to 

future violations, particularly when he continues to shift responsibility for the violations that 

occurred."), ajf'd, 2018 U.S. App. LEXIS 5944 (10th Cir. Mar. 9, 2018). 

2. The Sanctions Imposed for the Applicants' Use of Misleading 
Communications Are Remedially Justified 

The fines FINRA imposed on the Applicants for their use of emails that failed to adhere 

to the content standards that apply to public communications of all FINRA members are 

31appropriately remedial under the Guidelines and justified by the record. The Commission 

30 The Applicants contend that FINRA unfairly considered as part of Meyers Associates' 
prior disciplinary history an A WC the firm entered into relating to its review of electronic 
correspondence. Br. at 13. The Applicants are plainly mistaken. FINRA correctly considered 
the A WC when assessing sanctions. See, e.g., Midas Sec., LLC, Exchange Act Release No. 
66200, 2012 SEC LEXIS 199, at *67 (Jan. 20, 2012) ("Applicants' repeated misconduct 
underscores the egregiousness of their violations and demonstrates a conscious disregard for 
their regulatory obligations."). Indeed, the AWC in question, which Meyers Associates executed 
in 2008, stated that, "this A WC will become part of the firm's permanent disciplinary record and 
may be considered in any future action bought by FINRA or any other regulator against it. ... " 
RP 3331. 

31 For public communications that violate NA SO Rule 2210 communication standards, the 
Guidelines recommend a fine of $1,000 to $29,000. Guidelines, at 80 (Communications with the 

Footnote continued on next page 
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should therefore affirm the $200,000 and $50,000 fines FINRA imposed, respectively, on 

Meyers Associates and Meyers. 

As FINRA found correctly, and the Applicants do not contest, the communications 

Meyers sent on behalf of the firm in this case resulted, at a minimum, from reckless misconduct. 

See CapWest Sec., Inc., Exchange Act Release No. 71340, 2014 SEC LEXIS 4604, at *41 (Jan. 

17, 2014) ("The [Guidelines] for Rule 2210 violations also recommend differing sanctions 

depending on whether the adjudicator finds that the violations were 'inadvertent,' as opposed to 

finding them to have been 'intentional or reckless."'). The communications made unwarranted 

and misleading claims, failed to disclose material information, included unwarranted forecasts, 

and omitted to disclose key information concerning potential conflicts of interest, all with the 

view of creating an unbalanced, positive view of SignPath and enticing capital investments in the 

company. The breadth of their nonconformity establishes that the Applicants' conduct was 

unmistakably reckless. See Davrey Fin. Servs., Inc., 58 S.E.C. at 487 ("We agree with NASO 

that Davrey's appearance on the program contained numerous statements that were exaggerated, 

unwarranted, and misleading".). 

Moreover, the large number of misleading communications (1,037 emails), their wide 

dissemination (to a like number of unique individuals), the extended period over which the 

emails were sent (six months), and the potential for the Applicants to gain monetarily from their 

cont'd 

Public). For the intentional or reckless use of misleading communications, the Guidelines 
recommend a fine of $10,000 to $146,000. Id. at 81. The Guidelines recommend also that 
adjudicators consider suspending the member with respect to any or all activities or a responsible 
individual in any or all capacities for up to two years and imposing "pre-use" filing requirements. 
Id. at 80-81. The sole principal consideration for such violations is whether the communications 
circulated widely. Id. at 80. 
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use of the deficient communications (as SignPath's investment banker and exclusive placement 

agent), all steadfastly support FINRA's conclusion that the misconduct of the Applicants was 

egregious.32 See CapWest Sec., Inc., 2014 SEC LEXIS 4604, at *40 ("The NAC correctly found 

the wide circulation of many of the communications to be an aggravating factor in its sanction 

determination."); Vincent M. Uberti, Exchange Act Release No. 58917, 2008 SEC LEXIS 3158, 

at *23 (Nov. 7, 2008) ("The Principal Considerations applicable to all violations identify several 

factors to be weighed ... . "). NASO Rule 2210 serves an important policy objective-

encouraging FINRA members and their associated persons to provide full and fair disclosure to 

the public-and the Applicants thwarted this policy goal through their extensive use of violative 

communications. See CapWest Sec., Inc., 2014 SEC LEXIS 4604, at *43. 

"'The public interest requires that appropriate sanctions be imposed to secure compliance 

with the rules, regulations and policies of both [FINRA] and [the] SEC."' Sisung Sec. Corp., 

Exchange Act Release No. 56741, 2007 SEC LEXIS 2562, at *34 n.57 (Nov. 5, 2007) (quoting 

Boruski v. SEC, 289 F.2d 738, 740 (2d Cir. 1961)). The fines imposed by FINRA for the 

Applicants' violations of the public communications rule protect investors and serve the public 

interest by impressing on the Applicants the importance of complying with the applicable 

FINRA rules in the future.33 See Lek Sec. Corp., Exchange Act Release No. 82981, 2018 SEC 

32 See Guidelines, at 7-8 (Principal Considerations in Determining Sanctions, Nos. 8, 9, 16); 
see also id. at 80 (Principal Considerations in Determining Sanctions, No. 1). 

33 The $200,000 fine FINRA imposed on Meyers Associates, although above the range of 
monetary sanctions recommended by the Guidelines for the relevant misconduct, is appropriately 
remedial. See, e.g., Sisung, 2007 SEC LEXIS 2562, at *32-33 (affirming fines above the range 
recommended as neither excessive nor oppressive and consistent with the public interest and 
protection of investors); Kevin Lee Otto, 54 S.E.C. 847, 851 n.7 (2000) ("The NAC concluded 
that a fine above the recommended maximum was warranted in view of the facts of this case."), 
aff'd, 253 F.3d 960 (7th Cir. 2001); see also Guidelines, at 5 (General Principles Applicable to 

Footnote continued on next page 
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LEXIS 830, at *41 n.47 (April 8, 2018) ("This fine will protect investors by impressing on LSC 

the importance of complying with FINRA rules in the future."). 

3. The Sanctions Imposed for the Applicants' Remaining Supervision
Related Violations Are Consistent with the Guidelines and Serve to 
Remediate Their Misconduct 

The NAC imposed a unitary sanction, a $500,000 fine, for the remaining misconduct in 

which Meyers Associates engaged.34 The NAC found, correctly, that the rule violations in the 

complaint's fourth, sixth, seventh, eighth, and ninth causes of action resulted fundamentally from 

the firm's persistent supervisory failures. See Hedge Fund Capital Partners, LLC, 2012 FINRA 

Discip. LEXIS 42, at *97 ("[W]e find that it is appropriate to impose a unitary sanction for these 

remaining violations because the remaining violations of FINRA rules all resulted from the 

broad and systematic supervisory failures at the Finn."). FINRA therefore applied the 

Guidelines for systemic supervisory failures when assessing the appropriate sanctions to impose 

on the finn for its supervision-related violations.35 

Those Guidelines recommend fines of $10,000 to $292,000 for the finn, or higher fines 

where aggravating factors are prominent. 36 The breadth of aggravating factors that predominate 

here warrant fully the fine the NAC imposed on Meyers Associates. They include, first, that the 

cont'd 

All Sanction Detenninations, No. 3) ("Adjudicators may determine that egregious misconduct 
requires the imposition of sanctions above or otherwise outside of a recommended range."). 

34 The Guidelines permit the aggregation or batching of similar violations for assessing 
sanctions. See Guidelines, at 4 (General Principles Applicable to All Sanction Determinations, 
No.4). 

35 Guidelines, at 105. 

36 
Id The Guidelines permit adjudicators to consider suspending firm activities or 

expelling a finn, as well as imposing undertakings. Id at 106. 

-34-

http:violations.35
http:engaged.34


firm's supervisory failures allowed other misconduct to occur.37 For instance, the evidence 

established that the firm's recordkeeping violations and failure to report customer-complaint 

information resulted directly from the finn's failure to implement written supervisory procedures 

reasonably designed to ensure the accuracy of the finn's books and records and fulfill its review 

of electronic correspondence. Second, Meyers Associates failed to respond to warnings from 

FINRA and other regulators. 38 Particularly disquieting is the existence of FINRA action against 

the firm for recordkeeping violations and a failure to review emails that Meyers Associates 

settled just prior to the misconduct that occurred in this case. RP 3329-33. Failure to increase to 

even a minimal level its scrutiny of the firm's activities in these areas is deeply troubling. See 

Wedbush Sec., Inc., 2016 SEC LEXIS 2794, at *55 ("The Firm's failure to take effective action 

despite being thus put on notice is a highly aggravating circumstance."). Third, it is clear that 

Meyers Associates failed to allocate its resources to prevent or detect supervisory failures. 39 It 

instead persistently ignored its supervisory shortcomings and chose to pay significant fines rather 

than strengthen its system of controls. FINRA sanctions to date have not served to deter 

meaningfully Meyers Associates' persistent misconduct. Fourth, the firm's supervisory failures 

affected the integrity of, among other things, the firm's financial and regulatory reporting.40 The 

firm maintained inaccurate books and records for two years by incorrectly accounting for 

Meyers's and Kahn's personal expenses as business expenses and its failure to supervise 

electronic correspondence resulted in serious underreporting of customer complaint information 

37 See id. at 1 OS (Principal Considerations in Determining Sanctions, No. I). 

38 See id. (Principal Considerations in Determining Sanctions, No. 2). 

39 See Guidelines, at 105 (Principal Considerations in Detennining Sanctions, No. 3 ). 

40 See id. at 106 (Principal Considerations in Determining Sanctions, No. 7). 
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for two years, thus hiding from FINRA information concerning a potentially serious pattern of 

sales practice abuse. RP 2192-98. Finally, the firm's controls and procedures were poorly 

implemented or did not exist at all. 41 Meyers Associates had no procedures to account for 

personal expenses as compensation, its procedures for reviewing electronic correspondence were 

grossly deficient, and the firm's system of controls failed to address material requirements of 

NASD Rule 3012. Considering that aggravating factors predominate, a $500,000 fine-that is 

higher than the recommended fine range-is appropriate. 

The sanctions the NAC imposed on Meyers for his failure to supervise the preparation of 

the firm's books and records are appropriately remedial too. The $50,000 fine and bar from 

associating with any FINRA member in any principal or supervisory capacity are clearly in the 

public interest.42 In this respect, Meyers's implementation of Meyers Associates' system of 

supervisory procedures and controls proved suboptimal at best, as it has in other cases.43 Over 

an extended period, Meyers has proven himself incapable of adopting, implementing, and 

maintaining supervisory procedures and controls necessary to ensure his finn 's compliance with 

the federal securities laws and FINRA rules. His hearing testimony showed him to be largely 

distanced from, and indifferent to, Meyers Associates' obligation to maintain an effective 

supervisory system. RP 1479-79, 1662-64, 1670, 2909-11, 2938-39. It is entirely fitting 

therefore that the NAC barred Meyers from acting in any principal or supervisory capacity. See 

Ronald Pellegrino, Exchange Act Release No. 59125, 2008 SEC LEXIS 2843, at *66 (Dec. 19, 

41 See id. (Principal Considerations in Determining Sanctions, No. 8). 

42 The Guidelines for a failure to supervise recommend a fine of$5,000 to $73,000 and, in 
egregious cases, limiting a responsible individual's activities, including a bar in any or all 
capacities. See Guidelines, at I 04. 

43 See id. (Principal Considerations in Detennining Sanctions, No. 3). 
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2008) ("The principal bar will protect investors from dealing with securities professionals who 

are not adequately supervised." (internal quotation marks omitted)). 

4. The Applicants' Remaining Arguments Fail 

Meyers Associates and Meyers's remaining arguments concerning sanctions are without 

merit. For instance, the Applicants aver that FINRA failed to provide "any logical explanation" 

for imposing a unitary sanction for Meyers Associates' remaining misconduct. Br. at 14. The 

NAC decision, which the record supports fully, proves otherwise. RP 15021-22. 

Applicants also object that imposing a unitary sanction in this case resulted in an 

"inflated" monetary penalty that is inconsistent with the sanctions imposed by the Extended 

Hearing Panel or recommended by Enforcement. Br. at 14-15. This argument too is without 

merit. The NAC is not prohibited from effectively increasing sanctions imposed by a FINRA 

hearing panel or imposing a unitary sanction higher than the aggregate sanctions recommended 

by Enforcement or suggested by its calculus.44 See William J. Murphy, Exchange Act Release 

No. 69923, 2013 SEC LEXIS 1933, at *118 (July 2, 2013) ("It is well established, however, that 

the NAC reviews hearing panel decisions de novo and has broad discretion to review hearing 

panel decisions and sanctions." (internal quotation marks omitted)), afl'd sub nom., Birkelbach v. 

SEC, 751 F.3d 472 (7th Cir. 2014); see also Keith D. Geary, 2017 SEC LEXIS 995, at *29 ("We 

find no unfairness because the complaint and the Sanction Guidelines put Geary on notice that 

the sanctions . . .  could exceed [Enforcement's] recommendation."). 

Indeed, FINRA Rule 9348 provides clearly that the NAC "may affirm, modify, reverse, 
increase, or reduce any sanction" imposed by a FINRA hearing panel or impose "any other 
fitting sanction." 

44 
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Finally, the Applicants claim that the sanctions imposed on Meyers Associates fail to 

account for the finn's size and thus are "primafacie punitive." Br. at 16. An appropriately 

remedial sanction, however, does not become punitive because imposing it might cause hann to 

a small finn. See North Woodward Fin. Corp., Exchange Act Release No. 74913, 2015 SEC 

LEXIS 1867, at *49 (May 8, 2015). The respondents provided no evidence of the firm's 

financial condition as of the time of the hearing, and they did not seek to supplement the record 

on appeal. They failed to meet their burden to prove a claimed inability to pay. Nor have they 

shown that the firm cannot obtain financing, employ other sources of funds to discharge a 

monetary liability, or agree to an installment plan or an alternative payment option with FINRA. 

Id. at *77. Moreover, net capital does not govern monetary sanctions imposed on a member. 

See ACAP Fin., Inc., Exchange Act Release No. 70046, 2013 SEC LEXIS 2156, at *76 & n.158 

(July 26, 2013) (citing 2011 Guidelines, at 5), ajf'd, 783 F.3d 763 (10th Cir. 2015). The 

sanctions FINRA imposed on Meyers Associates, and Meyers, are appropriately remedial and 

the Commission should affirm them given the threat the Applicants present to the public interest. 

IV. CONCLUSION 

The record supports the NAC's findings that the Applicants violated the federal securities 

laws and FINRA rules through their conduct. The sanctions imposed by the NAC for the 

Applicants' misconduct are neither excessive nor oppressive. They instead represent a well� 

reasoned implementation of the Guidelines, serve an appropriately remedial purpose, and 

respond to Meyers Associates' and Meyers's extensive disciplinary histories. The Commission 

should affirm the NAC's decision in all respects. 
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ATTACHMENT A 



IM-2210-1. Guidelines to Ensure That Communications With the Public Are Not 

Misleading 

Thi� rnl� i\ nn lont,!cr applicable.;\\',[) l\l-2210-1 ha\ hccn ,uµcr�ctlecl b� H\R \ Roi<' 1210. Ptcu,c con�ult rhc 
appropria tc I· I 'IR,\ Ruic. 

Every member is responsible for detennining whether any communication with the public, including material that has 
been filed with the Department, complies with all applicable standards, including the requirement that the communication not be 
misleading. In order to meet this responsibility, member communications with the public must confonn with the following 
guidelines. These guidelines do not represent an exclusive list of considerations that a member must make in detennining 
whether a communication with the public complies with all applicable standards. 

(I) Members must ensure that statements are not misleading within the context in which they are made. A statemente
made in one context may be misleading even though such a statement could be appropriate in another context. An essential test in 
this regard is the balanced treatment of risks and potential benefits. Member communications should be consistent with the risks 
of fluctuating prices and the uncertainty of dividends, rates of return and yield inherent to investments. 

(2)eMembers must consider the nature of the audience to which the communication will be directed. Different levels of 
explanation or detail may be necessary depending on the audience to which a communication is directed. Members must keep in 
mind that it is not always possible to restrict the audience that may have access to a particular communication with the public. 
Additional infonnation or a different presentation of infonnation may be required depending upon the medium used for a 
particular communication and the possibility that the communication will reach a larger or different audience than the one 
initially targeted. 

(3) Member communications must be clear. A statement made in an unclear manner can cause a misunderstanding. Ae
complex or overly technical explanation may be more confusing than too little infonnation. 

(4)eIn communications with the public, income or investment returns may not be characterized as tax-free or exempte
from income tax when liability is merely postponed or deferred, such as when taxes are payable upon redemption. 

(5)eIn advertisements and sales literature, references to tax-free or tax-exempt income must indicate which income taxese
apply, or which do not, unless income is free from all applicable taxes. For example, if income from an investment company 
investing in municipal bonds is subject to state or local income taxes, this fact must be stated, or the illustration must otherwise 
makt: it clear that income is free only from federal income tax. 

(6)eRecommendationse

(A) In making a recommendation in advertisements and sales literature, whether or not labeled as such, a member muste
have a reasonable basis for the recommendation and must disclose any of the following situations which arc applicable: 

(i)ethat at the time the advertisement or sales literature was published, the member was making a market in the securitiese
being recommended, or in the underlying security if the recommended security is an option or security future, or that the member 
or associated persons will sell to or buy from customers on a principal basis; 

(ii) that the member and/or its officers or partners have a financial interest in any of the securities of the issuer whose 
securities arc recommended, and the nature of the financial interest (including, without limitation, whether it consists of any 
option, right, warrant, future, long or short position), unless the extent of the financial interest is nominal; 

(iii)ethat the member was manager or co-manager of a public offering of any securities of the recommended issuer withine
the past 12 months. 

(8)eThe member shall also provide, or offer to furnish upon request, available investment infonnation supponing the 
recommendation. Recommendations on behalf of corporate equities must provide the price at the time the recommendation is 
made. 

(C) A member may use material referring to past recommendations if it sets forth all recommendations as to the samee
type. kind, grade or classification of securities made by a member within the last year. Longer periods of years may be covered if 
they are consecutive and include the most recent year. Such material must also name each security recommended and give the 
date and nature of each recommendation (e.g., whether to buy or sell), the price at the time of the recommendation, the price at 
which or the price range within which the recommendation was to be acted upon, and indicate the general market conditions 
during the period covered. 

(D) Also pennitted is material that does not make any specific recommendation but which offers to fuernish a list of all 
recommendations made by a member within the past year or over longer periods of consecutive years. including the most recent 
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year, if this list contains all the information specified in subparagraph (C). Neither the list of recommendations, nor material 
offering such list, shall imply comparable future pcrfonnance. Reference to the results of a previous specific recommendation, 
including such a reference in a follow-up research repon or market letter, is prohibited if the intent or the effect is to show the 
success of a past recommendation, unless all of the foregoing requirements with respect to past recommendations arc met. 

Adopted by SR-NASD-2000-12 eff. Nov. 3, 2003. 

Selected Notice: 03-38. 
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2210. Communications with the Public 

Thi, rul,· i, no lonl!cr ,1pplic,1hll-. ,.\',() Kuk 22111 ha, htrn �t1lll'1\�clcd h) I li\R \ Ruic 2210. l'l1:,1w con,ulr th, 
appropli.llf I I'd{\ Ruic. 

(a) Definitions 

For purposes of this Rule and any interpretation thereof, "communtications with the public" consist of: 

(I)t"Advertisement." Any material, other than an independently prepared reprint and institutional sales material, that ist
published, or used in any electronic or other public media, including any Web site, newspaper, magazine or other periodical, 
radio, television, telephone or tape recording, videotape display, signs or billboards, motion pictures, or telephone directories 
(other than routine listings). 

(2) "Sales Literature." Any written or electronic communication, other than an advertisement, independently preparedt
reprint, institutional sales material and correspondence, that is generally distributed or made generally available to customers or 
the public, including circulars, research reports, perfonnance reports or summaries, fonn letters, telemarketing scripts, seminar 
texts, reprints (that are not independently prepared reprints) or excerpts of any other advertisement, sales literature or published 
article, and press releases concerning a member's products or services. 

(3)t"Correspondence" as defined in ll11k 2211 (a)( I).t

(4) "Institutional Sales Material" as defined in It ,k 2211 (a)(2). 

(5) "Public Appearance." Participation in a seminar, forum (including an interactive electronic forum), radio or tc.:lcvisiont
interview. or other public appearance or public speaking activity. 

(6) "Independently Prepared Reprint." 
(A) Any reprint or excerpt of any article issued by a publisher, provided that: 
(i) the publisher is not an affiliate of the member using the reprint or any underwriter or issuer of a security mentioned in 

the reprint or excerpt and that the member is promoting; 

(ii) neither the member using the reprint or excerpt nor any underwriter or issuer of a security mentioned in the reprint or 
excerpt has commissioned the reprinted or excerpted article; and 

(iii) the member using the reprint or excerpt has not materially altered its contents except as necessary to make the reprintt
or excerpt consistent with applicable regulatory standards or to correct factual errors; 

(B) Any report concerning an investment company registered under the Investment Company Act of 1940, provided that:t
(i) the report is prepared by an entity that is independent of the investment company, its affiliates, and the member usingt

the report (the "research firrn"); 

(ii) the repon's contents have not been materially altered by the member using the report except as necessary to make thet
report consistent with applicable regulatory standards or to correct factual errors; 

(iii)tthe research firrn prepares and distributes reports based on similar research with respect to a substantial number of 
investment companies; 

(iv) the research firrn updates and distributes reports based on its research of the investment company with reasonable 
regularity in the nom1al course of the research firrn's business; 

(v)tneither the investment company, its affiliates nor the member using the research report has commissioned the 
research used by the research firrn in preparing the repor1; and 

(vi) if a customized report was prepared at the request of the investment company, its affiliate or a member, then the 
report includes only inforrnation that the research !inn has already compiled and published in another report, and does not omit 
infonnation in that repon necessary to make the customized report fair and balanced. 

Cross Reference-

Rules Concerning Review and Endorsement of Correspondence are Found in paragraph (d) to Conduct Rule 30 I 0. 
(b) Approval and Recordkeeping 

(I ) Registered Principal Approval for Advertisements, Sales Literature and Independently Prepared Reprints 
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(A)eA regislered principal of lhe member musl approve by signature or inilial and date each advertisement, ilem of salese
literature and independently prepared reprint before 1he earlier of its use or filing wi1h NASD's Advertising Regula1ion 
Department ("Dcpartmenl"). 

(B)eWilh respec1 lo deb! and equity securities thal are the subjecl of research reports as 1hat tennis defined in Rule 472e
of the New York Stock Exchange, 1he requiremenls of paragraph (A) may be mcl by the signature or initial of a supervisory 
analyst approved pursuant to Rule 344 of the New York Srock Exchange. 

(C)eA regislered principal qualified to supervise securi1y futures activi1ies must approve by signature or initial and datee
each advertisement or i1em of sales literature concerning securily futures. 

(D)eThe requirements of paragraph (A) shall not apply with regard to any advertisement, item of sales li1erature, ore
independently prepared reprint if, at 1he time tha1 a member intends to publish or dislributc it: 

(i)eanolher member has filed it with 1he Departmcnl and has received a lc:ncr from 1hc Departmenl slating tha1 ii appearse
10 be consislcnl with applicable slandards; and 

(ii)ethe member using ii in reliance upon lhis paragraph has not ma1erially ailered it and will not use ii in a manner thal ise
inconsislent with !he condi1ions of !he Department's lellcr. 

(2) Record-keeping 
(A)eMembers musl mainlain all advertisemi:nls, sales literature, and independently prepared reprints in a separate file fore

a period beginning on the dare of first use and ending lhree years from the date of lasl use. The file musl include: 
(i)ea copy of the advertisement, i1em of sales li1era1ure or independently prepared reprint, and lhe dates of first and (ife

applicable) las1 use of such material; 

(ii)e!he name of 1he regislered principal who approved each advertisemcnl, ilem of sales li1cra1Urc, and independen1lye
prepared reprint and 1he dale thal approval was given, unless such approval is not required pursuanl to paragraph (b)( I )(D); and 

(iii)efor any advertiscmenl, item of sales li1ernture or independently prepared reprint for which principal approval is note
required pursuanl to paragraph (bl( I )(D), 1he name oflhe member thal filed the advertisemenl, sales litera1ure or independcnlly 
prepared reprint with 1he Dcpartmenl, and a copy of the corresponding review letter from the Department. 

(B)eMembers musl mainlain in a file inforn1ation concerning the source of any statistical table, chart, graph or othere
illustration used by the member in communications with the public. 

(c) Filing Requirements and Review Procedures 

(I)eDate of First Use and Approval Informatione

The member must provide with each filing under this paragraph the ac1ual or anticipa1ed dale of first use, the name and 
ti Ile of the registered principal who approved the advertisement or sales literature, and the date that the approval was given. 

(2) Requirement to File Certain Material 

Within IO business days of first use or publication, a member must file the following communications with lhe 
Department: 

(A)eAdvertisements and sales literature concerning registered investment companies (including mutual funds, variablee
contracts, continuously offered closed-end funds, and unit investment trusts) not included within the requirements of paragraph 
(c)(3). The filing of any advertisement or sales literature that includes or incorporates a performance ranking or perfonnance 
comparison of the investmenl company with other investment companies must include a copy of the ranking or comparison used 
in the advertisement or sales literature. 

(Bl Advertisements and sales literature concerning public direct participation programs (as defined in l{uk 2'< In). 

(C)eAdvertis.:ments concerning government securities (as defined in Section 3(a)(42) of the Act).e

(D)eany templale for wri1ten reports produced by, or advertisements and sales literaturi: concerning, an investmente
analysis tool, as such tenn is defined in Rule I\ 1-221 o.r,. 

(3)eSales Literature Containing Bond Fund Volatility Ratingse

Sales lileralure concerning bond mutual funds that include or incorporate bond mutual fund volatility ratings, as defined 
in Rule I \f-21 I 0-5, shall be filed with the Department for review at least IO business days prior to use (or such shorter period as 
the Department may allow in particular circumstances) for approval and, if changed by NASD, shall be withheld from 
publication or circulation until any changes specified by NASD have been made or, if expressly disapproved, until 1hc sales 
literature has been refiled for, and has received, NASD approval. Members are not required to file advertising and sales literature 
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which have previously been filed and which are used without change. The member must provide with each filing the actual or 
anticipated date of first use. Any member filing sales literature pursuant to this paragraph shall provide any supplemental 
infonnalion requested by the Department pertaining to the rating that is possessed by the member. 

(4)eRequirement to File Certain Material Prior to Usee

At least IO business days prior 10 first use or publication ( or such shorter period as the Department may allow). a member 
must file the following communications with the Department and withhold them from publication or circulation until any 
changes specified by the Department have been made: 

(A)eAdvertisements and sales literature concerning registered investment companies (including mutual funds. variablee
contracts, continuously offered closed-end funds and unit investment trusts) that include or incorporate perfonnance rankings or 
performance comparisons of the investment company with other investment companies when the ranking or comparison category 
is not generally published or is the creation, either directly or indirectly. of the investment company, its underwriter or an 
affiliate. Such filings must include a copy of the data on which the ranking or comparison is based. 

(B) Advertisements concerning collateralized mortgage obligations.e

(C) Advertisements concerning security futures.e

(S)eRequirement for Certain Members to File Material Prior to Usee
(A) Each member that has not previously filed advertisements with the Department (or with a registered securitiese

exchange having standards comparable to those contained in this Rule) must file its initial advertisement with the Department at 
least IO business days prior to use and shall continue to tile its advertisements at least IO business days prior to use for a period 
of one year. 

(B)eNotwithstanding the foregoing provisions, the Department, upon review of a member's advertising and1 or salese
literature, and after detennining that the member has departed from the standards of this Rule, may require that such member file 
all advertising and/or sales literature, or the portion of such member's material which is related to any specific types or classes of 
securities or services, with the Department, at least IO business days prior to use. The Department will notify the member in 
writing of the types of material to be tiled and the length of time such requirement is to be in effect. Any filing requirement 
imposed under this paragraph will take effect 21 calendar days after service of the written notice, during which time the member 
may request a hearing under Rules'", I and"�-,•;. 

(6)eFiling of Television or Video Advertisementse

If a member has filed a draft version or "story board" of a television or video advertisement pursuant to a filing 
requirement, then the member also must tile the final filmed version within IO business days of first use or broadcast. 

(7)eSpot-Check Procedurese

In addition to the foregoing requirements. each member's written and electronic communications with the public may be 
subject to a spot-check procedure. Upon written request from the Department, each member must submit the material requested 
in a spot-check procedure within the time frame specified by the Department. 

(8)eExclusions from Filing Requirementse

The following types of material are excluded from the filing requirements and (except for the material in paragraphs (G) 
through (J)) the foregoing spot-check procedures: 

(A)eAdvertisements and sales literature that previously have been filed and that are to be used without material change.e

(B) Advertisements and sales literature solely related to recruitment or changes in a member's name, personnel,e
electronic or postal address, ownership, offices, business structure, officers or partners, telephone or teletype numbers, or 
concerning a merger with, or acquisition by, another member. 

(C) Advertisements and sales literature that do no more than identify a national securities exchange symbol of thee
member or identify a security for which the member is a registered market maker. 

(D)eAdvertisements and sales literature that do no more than identify the member or offer a specific security at a statede
price. 

(E) Prospectuses, preliminary prospectuses, fund profiles, offering circulars and similar documents that have been filede
with the Securities and Exchange Commission (the "SEC") or any state. or that is exempt from such registration. except that an 
investment company prospectus published pursuant to SEC Rule 482 under the Securities Act of 1933 will not be considered a 
prospectus for purposes of this exclusion. 
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(F) Advertisements prepared in accordance with Section 2(IO)(b) of the Securities Act of 1933, as amended, or any rule 
thereunder, such as SEC Rule 134, and announcements as a matter of record that a member has participated in a private 
placement, unless the advertisements are related to direct participation programs or securities issued by registered investment 
companies. 

(G) Press releases that are made available only to members of the media. 

(H) Independently prepared reprints. 

(I) Correspondence. 

(J) Institutional sales material. 

Although the material described in paragraphs (c)(8){G) through (J) is excluded from the foregoing filing requirements, 
investment company communications described in those paragraphs shall be deemed filed with NASD for purposes of Section 
24(b) of the Investment Company Act of 1940 and Rule 24b-3 thereunder. 

(9) Material that refers to investment company securities, direct participation programs, or exempted securities (as 
defined in Section 3(a)(l2) of the Act) solely as part of a listing of products or services offered by the member, is excluded from 
the requirements of paragraphs (c)(2) and (c)(4). 

( I 0) Pursuant lo the I{ u k %00 Series, NASO may exempt a member or person associated with a member from the pre-
filing requirements of this paragraph (c) for good cause shown. 

(d) Content Standards 

(1) Standards Applicable to All Communications with the Public 
(A) All member communications with the public shall be based on principles offair dealing and good faith, must be fair 

and balanced, and must provide a sound basis for evaluating the facts in regard to any particular security or type of security, 
industry, or service. No member may omit any material fact or qualification if the omission, in the light of the context of the 
material presented, would cause the communications to be misleading. 

(B) No member may make any false, exaggerated, unwarranted or misleading statement or claim in any communication 
with the public. No member may publish, circulate or distribute any public communication that the member knows or has reason 
to know contains any untrue statement of a material fact or is otherwise false or misleading. 

(C} I nfonnation may be placed in a legend or footnote only in the event that such placement would not inhibit an 
investor's understanding of the communication. 

(D) Communications with the public may not predict or project perfonnance, imply that past perfonnance will recur or 
make any exaggerated or unwarranted claim, opinion or forecast. A hypothetical illustration of mathematical principles is 
pennitted, provided that it does not predict or project the perfonnance of an investment or investment strategy. 

(E) If any testimonial in a communication with the public concerns a technical aspect of investing, the person making the 
testimonial must have the knowledge and experience to fonn a valid opinion. 

(2) Standards Applicable to Advertisements and Sales Literature 
(A) Advertisements or sales literature providing any testimonial concerning the investment advice or investment 

performance of a member or its products must prominently disclose the following: 
(i) The fact that the testimonial may not be representative of the experience of other clients. 

(ii) The fact that the testimonial is no guarantee of future perfonnance or success. 

(iii) Ifmore than a nominal sum is paid, the fact that it is a paid testimonial. 

(B) Any comparison in advertisements or sales literature between investments or services must disclose all material 
differences between them. including {as applicable) investment objectives, costs and expenses, liquidity. safety. guarantees or 
insurance, fluctuation of principal or return. and tax features. 

(C) All advertisements and sales literature must: 
(i) prominently disclose the name of the member and may also include a fictional name by which the member is 

commonly recognized or which is required by any state or jurisdiction; 

(ii) reflect any relationship between the member and any non-member or individual who is also named; and 

{iii) if it includes other names, reflect which products or services are being offered by the member. 
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This paragraph (C) docs not apply to so-called "blind" advertisements used to recruit personnel. 

(3) Disclosure of Fees, Expenses and Standardized Performance 
(A) Communications with the public, other than institutional sales material and public appearances, that present non

money market fund open-end management investment company performance data as permitted by Rule 482 under the Securities 
Act of 1933 and Rule 34b-l under the Investment Company Act of 1940 must disclose: 

(i) the standardized performance information mandated by Rule 482 and Rule 34b-1; and 

(ii) to the extent applicable: 
a. the maximum sales charge imposed on purchases or the maximum deferred sales charge, as stated in the investment 

company's prospectus current as of the date of submission of an advertisement for publication, or as of the date of distribution of 
other communications with the public; and 

b. the total annual fund operating expense ratio, gross of any fee waivers or expense reimbursements, as stated in the fee 
table of the investment company's prospectus described in paragraph (a). 

(B) All of the information required by paragraph (A) must be set forth prominently, and in any print advertisement, in a 
prominent text box that contains only the required information and, at tht: member's option, comparative performance and fee 
data and disclosures required by Rule 482 and Rule 34b-l. 

(e) Violation of Other Rules 

Any violation by a member of any rule of the SEC, the Securities Investor Protection Corporation or the Municipal 
Securities Rulemaking Board applicable to member communications with the public will be deemed a violation of this Rule 
2210. 

Cross Reference-

SEC Rules Concerning Investment Company Sales Liternlure and Advertising (SEC Rules and Regulation T Tab). 

Amended by SR-FINRA-2008-044 eff. Feb. 5, 2009. 
Amended by SR-FINRA-2007-020 eff. March 26, 2008. 

Amended by SR-NASD-2004-043 eff. April l, 2007. 
Amended by SR-NASD-2006-105 eff. Sept. 7, 2006. 

Amended by SR-NASD-2005-087 eff. Aug. l, 2006. 
Amended by SR-NASD-2003-110 eff. June 28, 2004. 
Amended by SR-NASD-2000-12 and SR-NASD-2003-94 eff. Nov. 3, 2003. 
Amended by SR-NASD-2002-40 eff. Oct. 15, 2002. 
Amended by SR-NASD-98-32 eff. April l, 2000. 
Amended by SR-NASD-98-57 eff. March 26, 1999. 
Amended by SR-NASD-98-29 eff. Nov. 16, 1998. 

Amended by SR-NASD-98-28 eff. July 15, 1998. 
Amended by SR-NASD-97-28 eff. Aug. 7, 1997. 

Amended by SR-NASD-97-33 eff. May 9, 1997. 
Amended by SR-NASD-95-39 eff. Aug. 20, 1996. 
Amended by SR-NASD-95- I 2 eff. Aug. 9, 1995. 
Amended by SR-NASD-93-66 eff. Mar. I 7, 1994. 
Amended by SR-NASD-92-53 eff. July l, 1993. 
Amended eff. Aug. 2, 1983; June 5, 1987; July 1, 1988; Nov. 28, 1988; 
June 26, 1990; Mar. 27, 1991; Sept. 13, 1991; Nov. 16, 1992. 

Selected Notices: 98-83, l}<J-16, 00-15, 00-22, 03-38, 04-}(?, 0§-4�, Q9- I 0. 
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2211. Institutional Sales Material and Correspondence 

Fl'\R,\ Ruk 2210.This rule is no longer applicable. 1\,\SO Rule 2211 11.1\ h�••n suprr\e1ll•<I I>� Please consult the 
appropriate Fl\ R .\ Huie. 

(a)tDefinitionst

For purposes of Ruk �:21 n, this Rule, and any interpretation thereof: 

(I)t"Correspondence" consists of any written letter or electronic mail message and any market letter distributed by at
member to: 

(A)tone or more of its existing retail customers; andt

(B)tfewer than 25 prospective retail customers within any 30 calendar-day period.t

(2)t"Institutional Sales Material" consists of any communication that is distributed or made available only to institutionalt
investors. 

(3)t"Institutional Investor" means any:t
(A)tperson described in Ruk I I I ll(c)( 4 ), regardless of whether that person has an account with an NASO member;t

(B)tgovernmental entity or subdivtision thereof;t

(C)temployee benefit plan that meets the requirements of Section 403(6) or Section 457 of the Internal Revenue Codet
and has at least I 00 participants, but docs not include any participant of such a plan; 

(0)tqualified plan, as defined in Section 3(a)(lt2)(C) of the Act, that has at least 100 participants, but docs not includet
any participant of such a plan; 

(E)tNASO member or registered associated person of such a member; andt

(F) person acting solely on behalf of any such institutional investor.t

No member may treat a communication as having been distributed to an institutional investor if the member has reason 
to believe that the communication or any excerpt thereof will be forwarded or made available to any person other than an 
institutional investor. 

(4)t"Existing Retail Customer" means any person for whom the member or a clearing broker or dealer on behalf of thet
member carries an account, or who has an account with any registered investment company for which the member serves as 
principal underwriter, and who is not an institutional investor. "Prospective Retail Customer" means any person who has not 
opened such an account and is not an institutional investor. 

(5)t'·Market Letter"' means any written communication excepted from the definition of'"research report" pursuant to l�ukt
.' • 1 (a)(9)(A). 

(b) Approval and Recordkeeping 

(1) Registered Principal Approval 
(A) Correspondence. Correspondence need not be approved by a registered principal prior to use. unless sucht

correspondence is distributed to 25 or more existing retail customers within any 30 calendar-day period and makes any financial 
or investment recommendation or otherwise promotes a product or service of the member. All correspondence is subject to the 
supervision and review requirements of Rule 301 0(d). 

(8) Institutional Sales Material. Each member shall establish written procedures that are appropriate to its business, size,t
structure, and customers for the review by a registered principal of institutional sales material used by the member and its 
registered representatives. Such procedures should be in writing and be designed to reasonably supervise each registered 
representative. Where such procedures do not require review of all institutional sales material prior to use or distribution, they 
must include provision for the education and training of associated persons as to the tim1's procedures governing institutional 
sales material, documentation of such education and training, and surveillance and follow-up to ensure that such procedures are 
implemented and adhered to. Evidence that these supervisory procedures have been implemented and carried out must be 
maintained and made available to NASO upon request. 

(2) Record-keeping 
(A)tMembers must maintain all institutional sales material in a file for a period of three years from the date of last use.t

The file must include the name of the person who prepared each item of institutional sales material. 
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(B) Members must maintain in a file infonnation concerning the source of any statistical table, chan, graph or other 
illustration used by the member in communications with the public. 

(c) Spot-Check Procedures 

Each member's correspondence and institutional sales literature may be subject to a spot-check procedure under Ruk: 
'�Ii'· Upon written request from the Advertising Regulation Department (the "Department"), each member must submit the 
material requested in a spot-check procedure within the time frame specified by the Department. 

(d) Content Standards Applicable to Institutional Sales Material and Correspondence 

(I) All institutional sales material and correspondence are subject to the content standards of Rull: 221 O(d)( I) and the 
applicable Interpretive Materials under l{uk 22111, and all correspondence is subject to the content standards of Ruic ::!11 ll(d)(3 ). 

(2) All correspondence (which for purposes of this provision includes business cards and letterhead) must: 
(A) prominently disclose the name of the member and may also include a fictional name by which the member is 

commonly recognized or which is required by any state or jurisdiction; 

(B) reflect any relationship between the member and any non-member or individual who is also named; and 

(C) if it includes other names, reflect which products or services are being offered by the member. 

(3) Members may not use investment company rankings in any correspondence other than rankings based on (A) a 
category or subcategory created and published by a Ranking Entity as defined in I\l-221 fl-.,(a) or (B) a category or subcategory 
created by an investment company or an investment company affiliate but based on the perfomiance measurements ofa Ranking 
Entity. 

(e) Violation of Other Rules 

Any violation by a member of any rule of the SEC, the Securities Investor Protection Corporation or the Municipal 
Securities Rulcmaking Board applicable to institutional sales material or correspondence will be deemed a violation of this Rule 
and !Zuk::!::' I 11. 

Amended by SR-FINRA-2008-044 eff. Feb. 5, 2009. 
Amended by SR-NASD-2004-043 eff. April I, 2007. 
Amended by SR-NASD-2006-011 eff. Dec. l, 2006. 
Adopted by SR-NASD-2000-12 eff. Nov. 3, 2003. 

Selected Notices: 06-4j, 0(>-48, 09-10. 
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3010. Supervision 

l'his rule is no loni:er applicahlc. N ,\SD Ruic JO IO ha, been superseded b� I· I-\ R \ Rull·, .l 110 and .l 170. Plt•,l'c consult 
the appropriatl' � 1-.:n \ Huie,. 

(a) Supervisory System 

Each member shall establish and maintain a system to supervise the activities of each registered representative, registered 

principal, and other associated person that is reasonably designed to achieve compliance with applicable securities laws and 
regulations, and with applicable NASD Rules. Final responsibility for proper supervision shall rest with the member. A member's 
supervisory system shall provide, at a minimum, for the following: 

(I) The establishment and maintenance of written procedures as required hy paragraphs (b) and (c) of this Ruic.e

(2) The designation, where applicable, of an appropriately registered principal(s) with authority 10 carry out thee
supervisory responsibilities of the member for each type of business in which it engages for which registration as a broker dealer 
is required. 

(3) The designation as an office of supervisory jurisdiction (OSJ) of each location that meets the definition contained in 
paragraph (g) of this Rule. Each member shall also designate such other OSJs as it dctennines to be necessary in order to 
supervise its registered representatives, registered principals, and other associated persons in accordance with the standards set 
forth in this Ruic, taking into consideration the following factors: 

(A) whether registered persons at the location engage in retail sales or other activities involving regular contncl withe
public customers; 

(B) whether a substantial number of registered persons conduct securities activities at, or are otherwise supervised from, 
such location; 

(C) whether the location is geographically distant from another OSJ of the tinn;e

(D) whether the member's registered persons arc geographically dispersed; and 

(E) whether the securities activities at such location arc diverse and/or complex.e

(4) The designation of one or more appropriately registered principals in each OSJ, including the main office, and one ore
more appropriately registered representatives or principals in each non-OSJ branch otlice with authority to carry out the 
supervisory responsibilities assigned to that office by the member. 

(5) The assignment of each registered person to an appropriately registered representative(s) and/or principal(s) who 
shall be responsible for supervising that person's activities. 

(6) Reasonable efforts lo detennine that all supervisory personnel are qualified by vinue of experience or training 10 
carry out their assigned responsibilities. 

(7) The participation of each registered representative and registered principal, either individually or collectively, no less 
than annually, in an interview or meeting conducted by persons designated by the member at which compliance mailers relevant 
lo the activities of the rcpresentative(s) and principal(s) are discussed. Such interview or meeting may occur in conjunction with 
the discussion of other matters and may be conducted at a central or regional location or at the representative's(') or principal's(') 
place of business. 

(b)eWritten Procedures 

(I) Each member shall establish, maintain, and cnforce wrinen procedures to supervise the types of business in which ite
engages and to supervise the activities of registered representatives, registered principals, and other associated persons that are 
reasonably designed to achieve compliance with applicable securities laws and regulations, and with the applicable Rules of 
NASD. 

(2)eTape recording of conversations 
(A) Each member that either is notified by NASO or otherwise has actual knowledge that it meets one of the criteria in 

paragraph (b)(2)(H) relating to the employment history of its registered persons at a Disciplined Firm as defined in paragraph 
(b)(2)(J) shall establish, maintain, and enforce special written procedures for supervising the telemarketing activities of all of its 
registered persons. 

(B)eThe member must establish and implement the supervisory procedures required by this paragraph within 60 days ofe
receiving notice from NASO or obtaining actual knowledge that it is subject to the provisions of this paragraph. 
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A member that meets one of the criteria in paragraph (b)(2)(H) for the first time may reduce its staffing levels to fall 
below the threshold levels within 30 days after receiving notice from NASO pursuant to the provisions of paragraph (b)(2)(A) or 
obtaining actual knowledge that it is subject to the provisions of the paragraph, provided the finn promptly notifies the 
Department of Member Regulation, NASO, in writing of its becoming subject to the Ruic. Once the member has reduced its 
staffing levels to fall below the threshold levels, it shall not rehire a person tem1inated to accomplish the staff reduction for a 
period of 180 days. On or prior to reducing staffing levels pursuant to this paragraph, a member must provide the Department of 
Member Regulation, NASO with written notice, identifying the tenninated person(s). 

(C) The procedures required by this paragraph shall include tape-recording all telephone conversations between the 
member's registered persons and both existing and potential customers. 

(D) The member shall establish reasonable procedures for reviewing the tape recordings made pursuant to the 
requirements of this paragraph to ensure compliance with applicable securities laws and regulations and applicable rules of 
NASO. The procedures must be appropriate for the member's business, size, structure, and customers. 

(E) All tape recordings made pursuant to the requirements of this paragraph shall be retained for a period of not less than 
three years from the date the tape was created, the first two years in an easily accessible place. Each member shall catalog the 
retained tapes by registered person and date. 

(F) Such procedures shall be maintained for a period of three years from the date that the member establishes and 
implements the procedures required by the provisions of this paragraph. 

(G) By the 30th day of the month following the end of each calendar quarter, each member !inn subject to the 
requirements of this paragraph shall submit to NASO a report on the member's supervision of the telemarketing activities of its 
registered persons. 

(H) The following members shall be required to adopt special supervisory procedures over the telemarketing activities of  
their registered persons: 

A finn with at least five but fewer than ten registered persons, where 40° o or more of its registered persons have been associated 
with one or more Disciplined Fim1s in a registered capacity within the last three years; 

A !inn with at least ten but fewer than twenty registered persons, where four or more of its registered persons have been associated 
with one or more Disciplined Finns in a registered capacity within the last three years; 

• A finn with at least twenty registered persons, where 20° o or more of its registered persons have been associated with one or more 
Disciplined Finns in a registered capacity within the last three years. 

For purposes of the calculations required in subparagraph (H). finns should not include registered persons who: 

(I) have been registered for an aggregate total of 90 days or less with one or more Disciplined Finns within the past three 
years; and 

(2) do not have a disciplinary history. 

(I) For purposes of this Rule, the term "registered person" means any person registered with NASO as a representative, 
principal. or assistant representative pursuant to the l{uk I ()�ii. I!, ;u, I 11 I•'· and I I• 1 Series or pursuant to Municipal Securities 
Rulemaking Board ("MSRB") Rule G-3. 

(J) For purposes of this Rule, the tcnn "disciplined !inn" means either a member that, in connection with sales practices 
involving the offer, purchase, or sale of any security. has been expelled from membership or partidpation in any securities 
industry self-regulatory organization or is subject to an order of the Securities and Exchange Commission revoking its 
registration as a broker dealer; or a li.Jtures commission merchant or introducing broker that has been fonnally charged by either 
the Commodity Futures Trading Commission or a registered futures association with deceptive telemarketing practices or 
promotional material relating to security futures, those charges have been resolved, and the futures commission merchant or 
introducing broker has been closed down and permanently barred from the futures industry as a result of those charges; or a 
futures commission merchant or introducing broker that, in connection with sales practices involving the offer, purchase, or sale 
of security futures is subject to an order of the Securities and Exchange Commission revoking its registration as a broker or 
dealer. 

(K) For purposes of this Ruic, the tenn "disciplinary history" means a finding of a violation by a registered person in the 
past five years by the Securities and Exchange Commission, a self-regulatory organization, or a foreign financial regulatory 
authority of one or more of the provisions (or comparable foreign provision) listed in I \I- I 01 1-1 or rules or regulations 
thereunder. 
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(L) Pursuant to the Ru k %OU Series, NASD may in exceptional circumstances, taking into consideration all relevant 
factors, exempt any member unconditionally or on specified terms and conditions from the requirements of this paragraph. A 
member seeking an exemption must file a written application pursuant to the Rule 9600 Series within 30 days after receiving 
notice from NASD or obtaining actual knowledge that it meets one of the criteria in paragraph (b)(2)(H). A member that meets 
one of the criteria in paragraph (b)(2)(H) for the first time may elect to reduce its staffing levels pursuant to the provisions of 
paragraph (b)(2)(B) or, alternatively, to seek an exemption pursuant to paragraph (b)(2)(L), as appropriate; such a member may 
not seek relief from the Rule by both reducing its staffing levels pursuant to paragraph (b)(2)(B) and requesting an exemption. 

(3) The member's written supervisory procedures shall set forth the supervisory system established by the member 
pursuant to paragraph (a) above, and shall include the titles, registration status and locations of the required supervisory personnel 
and the responsibilities of each supervisory person as these relate to the types of business engaged in, applicable securities laws 
and regulations, and the Rules of this Association. The member shall maintain on an internal record the names of all persons who 
are designated as supervisory personnel and the dates for which such designation is or was effective. Such record shall be 
preserved by the member for a period of not less than three years, the first two years in an easily accessible place. 

(4) A copy of a member's written supervisory procedures, or the relevant portions thereof, shall be kept and maintained 
in each OSJ and at each location where supervisory activities are conducted on behalf of the member. Each member shall amend 
its written supervisory procedures as appropriate within a reasonable time after changes occur in applicable securities laws and 
regulations, including the Rules of this Association, and as changes occur in its supervisory system, and each member shall be 
responsible for communicating amendments through its organization. 

(c) Internal Inspections 

( 1) Each member shall conduct a review, at least annually. of the businesses in which it engages, which review shall be 
reasonably designed to assist in detecting and preventing violations of, and achieving compliance with, applicable securities laws 
and regulations, and with applicable NASD rules. Each member shall review the activities of each office, which shall include the 
periodic examination of customer accounts to detect and prevent irregularities or abuses. 

(A) Each member shall inspect at least annually every office of supervisory jurisdiction and any branch office that 
supervises one or more non-branch locations. 

(B) Each member shall inspect at least every three years every branch office that docs not supervise one or more non
branch locations. In establishing how often to inspect each non-supervisory branch office. the finn shall consider whether the 
nature and complexity of the securities activities for which the location is responsible, the volume of business done, and the 
number of associated persons assigned to the location require the non-supervisory branch office to be inspected more frequently 
than every three years. If a member establishes a more frequent inspection cycle, the member must ensure that at least every three 
years, the inspection requirements enumerated in paragraph (c)(2) have been met. The non-supervisory branch office examination 
cycle, an explanation of the factors the member used in detennining the frequency of the examinations in the cycle, and the 
manner in which a member will comply with paragraph (c)(2) if using more frequent inspections than every three years shall be 
set forth in the member's written supervisory and inspection procedures. 

(C) Each member shall inspect on a regular periodic schedule every non-branch location. In establishing such schedule, 
the firm shall consider the nature and complexity of the securities activities for which the location is responsible and the nature 
and extent of contact with customers. The schedule and an explanation regarding how the member determined the frequency of 
the examination schedule shall be set forth in the member's written supervisory and inspection procedures. 

Each member shall retain a written record of the dates upon which each review and inspection is conducted. 

(2) An office inspection and review by a member pursuant to paragraph (c)( l) must be reduced to a written report and 
kept on file by the member for a minimum of three years, unless the inspection is being conducted pursuant to paragraph 
(c)( I )(C) and the regular periodic schedule is longer than a three-year cycle, in which case the report must be kept on file at least 
until the next inspection report has been written. The written inspection report must also include, without limitation, the testing 
and verification of the member's policies and procedures, including supervisory policies and procedures in the following areas: 

(A) Safeguarding of customer funds and securities; 

(8) Maintaining books and records; 

(C) Supervision of customer accounts serviced by branch office managers; 

(D) Transmittal of funds between customers and registered representatives and between customers and third parties; 

(E) Validation or customer address changes; and 

(F) Validation of changes in customer account information. 
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If a member does not engage in all of the activities enumerated above, the member must identify those activities in which 
it does not engage in the written inspection report and document in the report that supervisory policies and procedures for such 
activities must be in place before the member can engage in them. 

(3) An office inspection by a member pursuant to paragraph ( c)( I) may not be conducted by the branch office manager or 
any person within that office who has supervisory responsibilities or by any individual who is directly or indirectly supervised by 
such person(s). However, if a member is so limited in size and resources that it cannot comply with this limitation (e.g., a 
member with only one office or a member has a business model where small or single-person offices report directly to an office 
of supervisory jurisdiction manager who is also considered the offices' branch office manager), the member may have a principal 
who has the requisite knowledge to conduct an office inspection perform the inspections. The member, however, must document 
in the office inspection reports the factors it has relied upon in determining that it is so limited in size and resources that it has no 
other alternative than to comply in this manner. 

A member must have in place procedures that are reasonably designed to provide heightened office inspections if the 
person conducting the inspection reports to the branch office manager's supervisor or works in an office supervised by the branch 
manager's supervisor and the branch office manager generates 20% or more of the revenue of the business units supervised by the 
branch office manager's supervisor. For the purposes of this subsection only, the term "heightened inspection" shall mean those 
inspection procedures that are designed to avoid conflicts of interest that serve to undermine complete and effective inspection 
because of the economic, commercial, or financial interests that the branch manager's supervisor holds in the associated persons 
and businesses being inspected. In addition, for the purpose of this section only, when calculating the 20% threshold, all of the 
revenue generated by or credited to the branch office or branch office manager shall be attributed as revenue generated by the 
business units supervised by the branch office manager's supervisor irrespective of a member's internal al location of such 
revenue. A member must calculate the 20° 0 threshold on a rolling, twelve-month basis. 

(d) Review of Transactions and Correspondence 

(1) Supervision of Registered Representatives 

Each member shall establish procedures for the review and endorsement by a registered principal in writing, on an 
internal record, of all transactions and for the review by a registered principal of incoming and outgoing written and electronic 
correspondence of its registered representatives with the public relating to the investment banking or securities business of such 
member. Such procedures should be in writing and be designed to reasonably supervise each registered representative. Evidence 
that these supervisory procedures have been implemented and carried out must be maintained and made available to the 
Association upon request. 

(2) Review of Correspondence 

Each member shall develop written procedures that are appropriate to its business, size, structure, and customers for the 
review of incoming and outgoing written (i.e., non-electronic) and electronic correspondence with the public relating to its 
investment banking or securities business, including procedures to review incoming, written correspondence directed to 
registered representatives and related to the member's investment banking or securities business to properly identify and handle 
customer complaints and to ensure that customer funds and securities are handled in accordance with firm procedures. Where 
such procedures for the review of correspondence do not require review of all correspondence prior to use or distribution, they 
must include provision for the education and training of associated persons as to the finn's procedures governing correspondence; 
documentation of such education and training; and surveillance and follow-up to ensure that such procedures are implemented 
and adhered to. 

(3) Retention of Correspondence 

Each member shall retain correspondence of registered representatives relating to its investment banking or securities 
business in accordance with Ruk .'i I Io. The names of the persons who prepared outgoing correspondence and who reviewed the 
correspondence shall be ascertainable from the retained records and the retained records shall be readily available to the 
Association, upon request. 

(e) Qualifications Investigated 

Each member shall have the responsibility and duty to ascertain by investigation the good character, business repute, 
qualifications, and experience of any person prior to making such a certification in the application of such person for registration 
with this Association. Where an applicant for registration has previously been registered with the Association, the member shall 
review a copy of the Uniform Termination Notice of Securities Industry Registration (Form U-5) filed with the Association by 
such person's most recent previous NASO member employer, together with any amendments thereto that may have been filed 
pursuant to Article V, Section 3 of the Association's By-Laws. The member shall review the Form U-5 as required by this Rule 
no later than sixty (60) days following the filing of the application for registration or demonstrate to the Association that it has 
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made reasonable efforts to comply with the requirement. In conducting its review of the Form U-5 and any amendments thereto, 
a member shall take such action as may be deemed appropriate. 

Where an applicant for registration has been previously registered with a registered futures association ("RF A") member 
that is or has been registered as a broker/ dealer pursuant to Section l S(b )( 11) of the Act ("notice-registered broker>' dealer") with 
the SEC to trade security futures, the member shall review a copy of the Notice of Termination of Associated Person (Form 8-T) 
filed with the RFA by such person's most recent previous RFA member employer, together with any amendments thereto. The 
member shall review the Form 8-T as required by this Rule no later than sixty (60) days following the filing of the application for 
registration or demonstrate to the Association that it has made reasonable efforts to comply with the requirement. In conducting 
its review of a Fonn 8-T and any amendments, a member shall take such action as may be deemed appropriate. 

(f) Applicant's Responsibility 

Any applicant for registration who receives a request for a copy of his or her Form U-5 from a member pursuant to this 
Rule shall provide such copy to the member within two (2) business days of the request if the Form U-5 has been provided to 
such person by his or her former employer. If a former employer has failed to provide the Form U-5 to the applicant for 
registration, such person shall promptly request the Form U-5, and shall provide it to the requesting member within two (2) 
business days of receipt thereof. The applicant shall promptly provide any subsequent amendments to a Form U-5 he or she 
receives to the requesting member. 

(g) Definitions 

(I) "Office of Supervisory Jurisdiction" means any office of a member at which any one or more of the following 
functions take place: 

(A) order execution and/or market making; 

(8) structuring of public offerings or private placements; 

(C) maintaining custody of customers' funds and/or securities; 

(D) final acceptance (approval) of new accounts on behalf of the member; 

(E) review and endorsement of customer orders, pursuant to paragraph (d) above; 

(F) final approval of retail communications for use by persons associated with the member, pursuant to FINRA I{ u k 
-'.}l�l(b)( I), except for an office that solely conducts final approval of research reports; or 

(G) responsibility for supervising the activities of persons associated with the member at one or more other branch 
offices of the member. 

(2)(A) A "branch office" is any location where one or more associated persons of a member regularly conducts the 
business of effecting any transactions in, or inducing or attempting to induce the purchase or sale of any security, or is held out as 
such, excluding: 

(i) Any location that is established solely for customer service and1 or back office type functions where no sales activities 
arc conducted and that is not held out to the public as a branch office; 

(ii) Any location that is the associated person's primary residence; provided that 

a. Only one associated person, or multiple associated persons who reside at that location and are members of the same 
immediate family, conduct business at the location; 

b. The location is not held out to the public as an office and the associated person does not meet with customers at the 
location; 

c. Neither customer funds nor securities are handled at that location; 
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d. The associated person is assigned to a designated branch office, and such designated branch office is reflected on all 
business cards, stationery, retail communications and other communications to the public by such associated person; 

e. The associated person's correspondence and communications with the public are subject to the firm's supervision in 
accordance with Rule 3010; 

f. Electronic communications (e.g .• e-mail) are made through the member's electronic system; 

g. All orders are entered through the designated branch office or an electronic system established by the member that is 
reviewable at the branch office; 

h. Written supervisory procedures pertaining to supervision of sales activities conducted at the residence are maintained 
by the member; and 

i. A list of the residence locations is maintained by the member; 

(iii) Any location, other than a primary residence, that is used for securities business for less than 30 business days in any 
one calendar year, provided the member complies with the provisions of paragraph (A)(2}(ii)a. through h. above; 

(iv) Any office of convenience, where associated persons occasionally and exclusively by appointment meet with 
customers, which is not held out to the public as an office;* 

(v} Any location that is used primarily to engage in non-securities activities and from which the associated person(s) 
effects no more than 25 securities transactions in any one calendar year; provided that any retail communication identifying such 
location also sets forth the address and telephone number of the location from which the associated person(s) conducting business 
at the non-branch locations are directly supervised; 

(vi) The Floor of a registered national securities exchange where a member conducts a direct access business with public 
customers; or 

(vii) A temporary location established in response to the implementation of a business continuity plan. 

(B) Notwithstanding the exclusions in paragraph (2)(A), any location that is responsible for supervising the activities of 
persons associated with the member at one or more non-branch locations of the member is considered to be a branch office. 

(C) The term "business day" as used in Rule 30 IO(g)(2)(A) shall not include any partial business day provided that the 
associated person spends at least four hours on such business day at his or her designated branch office during the hours that such 
office is normally open for business. 

* Where such office of convenience is located on bank premises, signage necessary to comply with applicable federal and state 
laws, rules and regulations and applicable rules and regulations of the NYSE, other self-regulatory organizations, and securities 
and banking regulators may be displayed and shall not be deemed "holding out" for purposes of this section. 

Amended by SR-FINRA-2013-025 eff. Dec. 1, 2014. 
Amended by SR-FINRA-2013-001 eff. Feb. 4, 2013. 
Amended by SR-FINRA-2007-008 eff. Dec. 19, 2007. 
Amended by SR-NASD-2006-037 eff. July 3, 2006. 
Amended by SR-NASD-2005-033 eff. Aug. 1, 2005. 
Amended by SR-NASD-2005-004 eff. July 25, 2005 
Amended by SR-NASD-2002-162 and SR-NASD-2004-116 eff. Jan. 31, 
2005. 
Amended by SR-NASD-2002-40 eff. Oct. 15, 2002. 
Amended by SR-NASD-2002-04 eff. Oct. 14, 2002. 
Amended by SR-NASD-99-28 eff. Aug. 16, 1999. 
Amended by SR-NASD-98-52 eff. March 15, 1999. 
Amended by SR-NASD-98-86 eff. Nov. 19, 1998. 
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Amended by SR-NASD-97-69 eff. August 17, 1998. 
Amended by SR-NASD-98-45 postponed eff. date of provision in Notice to 
Members 98-11. 
Amended by SR-NASD-98-31 eff. Apr. 7, 1998, postponed eff. date of 
provision in Notice to Members. 
Amended by SR-NASD-98-10 postponed eff. date. 
Amended by SR-NASD-97-24 eff. Feb. 15, 1998. 
Amended by SR-NASD-97-41 eff. Sept. 4, 1997. 
Amended eff. June 12, 1989; Apr. 30, 1992. 

Selected Notices to Members: 86-65, �8-8➔, 89-34, 89-57, 91--rn, 92-
18, 96-33, 9_§_-5_2, 96-82, 98-11, 98-18, 98-38, 98-52, 98-%, 99-03, 99-
45, 04-71, 05-67, 06-U, 07-64, 14-10. 
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3012. Supervisory Control System 

Fl\ H,\ Huie J 120.I hi, rule h no longer n11plicahlc. '\-\�I) l{ulc .rn 11 ha, bcrn supcncdrcl 111 Pil'.1sc consul! chc· 
nppropriatc rIi\ RA Huie. 

(a) General Requirements 

(I)nEach member shall designate and specifically identify to NASD one or more principals who shall establish, maintain, 
and enforce a syscem of supervisory control policies and procedures that (A) lest and verify 1hac the member's supervisory 
procedures are reasonably designed with respect lo lhe activities of lhc member and its registered representatives and associated 
persons, lo achieve compliance with applicable securities laws and regulations, and with applicable NASD rules and (8) create 
additional or amend supervisory procedures where the need is identified by such tescing and verificacion. The designaced 
principal or principals must submic 10 the member's senior management no less than annually, a report1 detailing each member's 
system of supervisory controls, the summary of the lest resulcs and significant identified cxccpcions, and any additional or 
amended supervisory procedures crcaced in response to the test results. 

(2) The eslablishmcnc, maintenance, and enforcement of written supervisory control policies and procedures pursuant to 
paragraph (a) shall include: 

(A) procedures that are reasonably designed lo review and supervise the customer account activity conducted by 1he 
member's branch office managers, sales managers, regional or district sales managers, or any person performing a similar 
supervisory function. 

(i) General Supervisory Requirement. A person who is either senior 10, or otherwise indcp1::ndt::11 1 of, the producingn
manager must perform such supervisory reviews. For purposes of this Rule, an "otherwise independent" person: may not report 
either directly or indirectly 10 the producing manager under review; must be situated in an office other than the office of the 
producing manager; must not otherwise have supervisory responsibility over the activity being reviewed (including 1101 being 
directly compensated based in whole or in part on the revenues accruing for those activities); and musl alternate such review 
responsibility with another qualified person every two years or less. 

(ii) "Limited Size and Resources" Exception. If a member is so limited in size and resources that there is no qualifiedn
person senior 10. or otherwise independent of, the producing manager to conduct the reviews pursuant 10 (i) above (e.g., a 
member has only one office or an insufficient number of qualified personnel who can conduct reviews on a two-year rotation). 
the reviews may be conducted by a principal who is sufficicnlly knowledgeable of the member's supervisory control procedures. 
provided thal the reviews are in compliance with (i) to the extent practicable. 

(iii) Notification Requirement. If a member dc1ennincs that ii must rely on 1hc "limited size and resources" exception scin
forth in (ii) above to conduct any of its producing managers' supervisory reviews, the member musl notify NASD through an 
electronic process (or any other process prescribed by NASD) within 30 days of the dale on which the member first relies on the 
c.�ceplion/ and annually thereafter. 3 If a member subsequently detennines that it no longer needs to rely on the exception 10 
conduct any of ils producing managers' supervisory reviews, the member must, within 30 days of ceasing to rely on the 
exception, notify NASD by using the clcclronic process or any other process prescribed by NASO. 

(iv) Documentation Rcquircmcnl. A member relying on (ii) above musl document in its supervisory control procedures 
the factors used to determine 1ha1 complete compliance with all of the provisions of(i) is not possible and that the required 
supervisory systems and procedures in place with respect to any producing manager comply with the provisions of(i) above to 
the ex1en1 practicable. 

(B) procedures that are reasonably designed lo review and monitor the following activities:n
(i) all transmittals of funds (e.g., wires or checks, etc.) or securities from customers 10 third party accounts (i.e., an

1ransmi11al that would result in a change of beneficial ownership); from customer accounts to outside entities (e.g., banks, 
investment companies, etc.); from customer accounts 10 locations other than a customer's primary residence (e.g., post office box, 
"in care of' accounts, alternate address, etc.); and between customers and registered represen1a1ivcs, including the hand-delivery 
of checks; 

(ii) customer changes of address and the validation of such changes of address; andn

(iii) customer changes of inves1men1 objectives and the validation of such changes of investment objectives.n

The policies and procedures established pursuant to paragraph (a)(2)(B) must include a means or method of customer 
confinnation, notification, or follow-up 1ha1 can be documented. If a member docs not engage in all of 1he activities enumerated 
above, the member must identify those activities in which ii does not engage in its written supervisory control policies and 
procedures and document in those policies and procedures that additional supervisory policies and procedures for such activities 
must be in place before the member can engage in them; and 
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(C) procedures that are reasonably designed to provide heightened supervision over the activities of each producing 
manager who is responsible for generating 20° o or more of the revenue of the business units supervised by the producing 
manager's supervisor. For the purposes of this subsection only, the tenn "heightened supervision" shall mean those supervisory 
procedures that evidence supervisory activities that are designed to avoid conflicts of interest that serve to undennine complete 
and effective supervision because of the economic, commercial, or financial interests that the supervisor holds in the associated 
persons and businesses being supervised. In addition, for the purpose of this section only, when calculating the 20° 0 threshold, all 
of the revenue generated by or credited to the producing manager or the producing manager's office shall be attributed as revenue 
generated by the business units supervised by the producing manager's supervisor irrespective of a member's internal allocation 
of such revenue. A member must calculate the 20� o threshold on a rolling, twelve-month basis. 

(b) Dual Member 

Any member in compliance with substantially similar requirements of the New York Stock Exchange, Inc. shall be 
deemed to be in compliance with the provisions of this Rule. 

1 Rule 3012 became effective on January 31, 2005, which would require a member's first Rule 3012 report to be submilled by no 
later than January 31, 2006 and at least annually thereafter; however, a member may elect to submit its first Ruic 3012 report by 
no later than April I, 2006. Importantly, a member's first Rule 3012 report must encompass the period from January 31, 2005 {the 
effective date of Rule 3012) up to the submission date (or a reasonable period of time immediately preceding the submission 
date). Each ensuing Ruic 3012 report may not be for a period greater than 12 months from the date of the preceding Ruic 3012 
report (but may be for a shorter time period if a member elects lo prepare a report more frequently than annually). 

1 The "limited si1e and resources" exception became effective on January 31, 2005, prior to the eftcctive date of the notification 
requirement set forth in this subparagraph (iii). In the event a member is already relying on the "limited size and resources" 
exception (or detennines to rely on the exception prior to the effective date of the notification requirement), the member must 
notify NASO of such reliance within 30 days of the effective date of the notification requirement. 

3 Members must ensure that each ensuing annual notification is effected no later than on the anniversary date of the previous 
year's notification. 

Amended by SR-NASD-2005-084 eff. Feb. 14, 2006. 

Amended by SR-NASD-2005-121 eff. Oct. 14, 2005. 

Amended by SR-NASD-2004-116 eff. Jan. 31, 2005. 

Adopted by SR-NASD-2002-162 eff. Jan. 31, 2005. 

Selected Notices: 04-71, 05-2 1), 06-0-L 
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3070. Reporting Requirements 

Thi� rule is no loni:cr appl1cahlc. \/-\SD Ruic J070 ha, bce11 supcrsccfr1I h.1 I· l'\lt\ l{ufc .J5.10. l'ka,c ron,ult thot· 
11ppropri,11c I· I '\IL\ f{ufc. 

(a)oEach member shall promptly report to the Association whenever such member or person associated with the member:o

(I)ohas been found to have violated any provision of any securities law or regulation, any rule or standards of conduct ofo
any governmental agency, self-regulatory organi7.ation, or financial business or professional organization, or engaged in conduct 
which is inconsisteont with just and equitable principles of trade; and the member knows or should have known that any of the 
aforementioned events have occurred; 

(2)ois the subject of any written customer complaint involving allegations of theft or misappropriation of funds oro
securities or of forgery; 

(3)ois named as a defendant or respondent in any proceeding brought by a regulatory or self-regulatory body alleging theo
violation of any provision of the Act, or of any other federal or state securities, insurance, or commodities statute, or of any rule 
or regulation thereunder, or of any provision of the By-laws, rules or similar governing instruments of any securities, insurance or 
commodities regulatory or self-regulatory organization; 

(4)ois denied registration or is expelled, enjoined, directed to cease and desist, suspended or otherwise disciplined by anyo
securities, insurance or commodities industry regulatory or self-regulatory organization or is denied membership or continued 
membership in any such self-regulatory organization; or is barred from becoming associated with any member of any such self
regulatory organization; 

(5)ois indicted, or convicted of, or pleads guilty to, or pleads no contest to, any felony; or any misdemeanor that involveso
the purchase or sale of any security, the taking of a folsc oath, the making of a false report, bribery, perjury, burglary, larceny, 
theft, robbery, extortion, forgery, counterfeiting, fraudulent concealment, embezzlement, fraudulent conversion, or 
misappropriation of funds, or securities, or a conspiracy to commit any of these offenses, or substantially equivalent activity in a 
domestic, military, or foreign court; 

(6)ois a director, controlling stockholder, partner, officer or sole proprietor of. or an associated person with, a broker,o
dealer, investment company, investment advisor, underwriter or insurance company which was suspended, expelled or had its 
registration denied or revoked by any agency, jurisdiction or organization or is associated in such a capacity with a bank, trust 
company or other financial institution which was convicted of or pleaded no contest 10, any felony or misdemeanor; 

(7)ois a dd'endant or respondent in any securities or commodities-related civil litigation or arbitration which has beeno
disposed of by judgment, award or settlement for an amount exceeding$ I 5,000. However, when the member is the defendant or 
respondent, then the reporting to the Association shall be required only when such judgment, award, or settlement is for an 
amount exceeding $25,000 ; 

(8)ois the subject of any claim for damages by a customer, broker, or dealer which is settled for an amount exceedingo
$15,000. However, when the claim for damages is against a member, then the reporting to the Association shall be required only 
when such claim is settled for an amount exceeding $25,000 ; 

(9)ois associated in any business or financial activity with any person who is subject to a "statutory disqualification" aso
that tennois defined in the Act, and the member knows or should have known of the association. The report shall include the 
name of the person subject to the statutory disqualification and details concerning the disqualification; 

( I 0) is the subject of any disciplinary action taken by the member against any person associated with the member 
involving suspension, tennination, the withholding of commissions or imposition of fines in excess of $2.500, or otherwise 
disciplined in any manner which would have significant limitation on the individual's activities on a temporary or pcnnanent 
basis. 

19 



(b) Each person associated with a member shall promptly report to the member the existence of any of the conditions set 
forth in paragraph (a) of this Ruic. Each member shall report to the Association not later than IO business days after the member 
knows or should have known of the existence of any of the conditions set forth in paragraph (a) of this rule. 

(c) Each member shall report to the Association statistical and summary information regarding customer complaints in 
such detail as the Association shall specify by the 15th day of the month following the calendar quarter in which customer 
complaints are received by the member. For the purposes of this paragraph, "customer" includes any person other than a broker 
or dealer with whom the member has engaged, or has sought to engage, in securities activities, and "complaint" includes any 
written grievance by a customer involving the member or person associated with a member. 

(d) Nothing contained in this Ruic shall eliminate, reduce, or otherwise abrogate the responsibilities of a member or 
person associated with a member to promptly file with full disclosure, required amendments 10 Fonn BO, Fonns U-4 and U-5, or 
other required filings, and to respond 10 NASO with respect to any customer complaint, examination, or inquiry. 

(e) Any member subject to substantially similar reporting requirements of another self-regulatory organization of which 
it is a member is exempt from paragraphs (a). (b) and (c) of this Rule. 

(t) Each member shall promptly file with NASO copies of: 

(I) any indictment, information or other criminal complaint or plea agreement for conduct reportable under paragraph 
(a)(S) of this Ruic; 

(2) any complaint in which a member is named as a defendant or respondent in any securities or commodities-related 
private civil litigation; 

(3) any securities or commodities-related arbitration claim filed against a member in any forum other than the NASO 
Dispute Resolution forum; 

(4) any indictment, infonnation or other criminal complaint, any plea agreement, or any private civil complaint or 
arbitration claim against a person associated with a member that is reportable under question 14 on Fonn U-4. irrespective of any 
dollar thresholds Fonn U-4 imposes for notification, unless, in the case of an arbitration claim, the claim has been filed in the 
NASO Dispute Resolution forum. 

(g) Members shall not be required to comply separately with paragraph (f) in the event that any of the documents 
required by paragraph (t) have been the subject of a request by N AS D's Registration and Disclosure staff, provided that the 
member produces those requested documents to the Registration and Disclosure staff not later than 30 days after receipt of such 
request. This paragraph does not supersede any NASO rule or policy that requires production of documents specified in 
paragraph (f) sooner than 30 days after receipt of a request by the Registration and Disclosure staff. 

Amended by SR-NASD-2002-112 eff. May 21, 2003. 
Amended by SR-NASD-2002-27 eff. July 15, 2002. 
Adopted by SR-NASD-95-16 eff. Sept. 8, 1995. 

Selected Notices: 9�-95, 95-81, %-85, 02-34, 0J-2], Qii->4. 
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\ Ruic -1510 �cries. 

3110. Books and Records 

Thi� rull• is no longer npplirnhlc. '\ \SI) Hull' J 110 (a, c, d. l', f, �. h, & j) has brrn suprrsrdcd b� Fl'\R.-
'\.-\SO Rull' 31 IO(i) ha, hct'II ,uprnl'clcd h� Fl'\R \ Ruic .11:-0. Pil'llSl' con�uh 1hr approprialc Fl'\R,\ Ruic,. 

(a) Requirements 

Each member shall make and preserve books, accounts, records, memoranda, and correspondence in confonnity with all 
applicable laws, rules, regulations and statements of policy promulgated thereunder and with the Rules of this Association and as 
prescribed by SEC Ruic I 7a-3. The record keeping fonnat, medium, and retention period shall comply with Ruic I 7a-4 under the 
Securities Exchange Act of 1934. 

(b)tMarking of Customer Order Ticketst

A person associated with a member shall indicate on the memorandum for each transaction in a non-exchange-listed 
security, as that tern, is defined in lluk 2_:20. the name of each dealer contacted and the quotations received to detenninc the best 
inter-dealer market; however, the requirements of this paragraph shall not apply if the member can establish and has documented 
that: 

(I)ttwo or more priced quotations for tht: st:curity are displayed in an inter-dealer quotation system, as defined in H det
.' • '•1(1), that pcnnits quotation updates on a real-time basis for which NASD has access to historical quotation infonnation; or 

(2)tthe lransaction is effected in compliance with Ruk '3�Cl(f)(3)(B) or (C).t

(c)tCustomer Account Informationt

Each member shall maintain accounts opened alter January I, 1991 as follows: 
(I)tfor each account, each member shall maintain the following infonnation:t

(A)tcustomer's name and residence;t

(8) whc1her customer is uf lt:gal age;t

(C)tsignature of the registered representative in1roducing the account and signature of the member or partner, officer, or t
manager who accepts the account; and 

(D)tif the customer is a corporation, partnership, or other legal entity, the names of any persons authorized to transactt
business on behalf of the entity; 

(2)tfor each account other than an institutional account. and accounts in which investments are limited to transactions in 
open-end investment company shares tlrnt arc not recommended by the member or its associated persons, each member shall also 
make reasonable efforts to obtain, prior to the settlement of the initial transaction in the account, the following infonnation to the 
extent it is applicable to the account: 

(A)tcustomer's tax identification or Social Security number;t

(B)toccupation of customer and name and address of employer; andt

(C) whether customer is an associated person of another member; andt

(3)tfor discretionary accounts, in addition to compliance with subparagraphs (I) and (2) above. and Ruic 251 ll(b) of theset
Rules, the member shall: 

(A)tobtain the signature of each person authorized to exercise discretion in the account;t

(B) record the date such discretion is granted; andt

(C)tin connection with exempted securities other than municipals, record the age or approximate age of the customer.t

(4)tFor purposes of this Ruic, Rtik 23 Ill, and Rt1k �, Ill the tenn "institutional account" shall mean the account of:t

(A)ta bank, savings and loan association, insurance company, or registered investment company;t

(B)tan investment adviser registered either with the Securities and Exchange Commission under Section 203 of thet
Investment Advisers Act of 1940 or with a state securities commission (or any agency or office perfonning like functions); or 
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(C) any other entity (whether a natural person, corporation, partnership, trust, or otherwise) with total assets of at least 
$50 million. 

(d) Record of Written Complaints 

Each member shall keep and preserve in each office of supervisory jurisdiction, as defined in Rule 30 J 0, either a separate 
tile of all written complaints of customers and action taken by the member, if any, or a separate record of such complaints and a 
clear reference to the files containing the correspondence connected with such complaint as maintained in such office. 

(e) "Complaint" Defined 

A "complaint" shall be deemed to mean any written statement of a customer or any person acting on behalf of a customer 
alleging a grievance involving the activities of those persons under the control of the member in connection with the solicitation 
or execution of any transaction or the disposition of securities or funds of that customer. 

(t) Requirements When Using Predispute Arbitration Agreements for Customers Accounts 

(I) Any predispute arbitration clause shall be highlighted and shall be immediately preceded by the following language 
in outline fonn. 

This agreement contains a predispute arbitration clause. By signing an arbitration agreement the panics agree as follows: 
(A) All parties to this agreement are giving up the right to sue each other in court, including the right to a trial by jury, 

except as provided by the rules of the arbitration forum in which a claim is filed. 

(B) Arbitration awards are generally final and binding; a party's ability to have a court reverse or modify an arbitration 
award is very limited. 

(C) The ability of the parties to obtain documents, witness statements and other discovery is generally more limited in 
arbitration than in court proceedings. 

(D) The arbitrators do not have to explain the reason(s) for their award. 

(E) The panel of arbitrators will typically include a minority of arbitrators who were or are affiliated with the securities 
industry. 

(F) The rules of some arbitration forums may impose time limits for bringing a claim in arbitration. In some cases. a 
claim that is ineligible for arbitration may be brought in court. 

(G) The rules of the arbitration forum in which the claim is filed, and any amendments thereto, shall be incorporated into 
this agreement. 

(2)(A) In any agreement containing a predispute arbitration agreement, there shall be a highlighted statement 
immediately preceding any signature line or other place for indicating agreement that states that the agreement contains a 
predispute arbitration clause. The statement shall also indicate at what page and paragraph the arbitration clause is located. 

(B) Within thirty days of signing. a copy of the agreement containing any such clause shall be given to the customer who 
shall acknowledge receipt thereof on the agreement or on a separate document. 

(3)(A) A member shall provide a customer with a copy of any predispute arbitration clause or customer agreement 
executed between the customer and the member, or infonn the customer that the member does not have a copy thereof, within ten 
business days of receipt of the customer's request. If a customer requests such a copy before the member has provided the 
customer with a copy pursuant to subparagraph (2)(8) of this paragraph, the member must provide a copy to the customer by the 
earlier date required by this subparagraph (3)(A) or by subparagraph (2)(8). 

(B) Upon request by a customer, a member shall provide the customer with the names of. and infonnation on how to 
contact or obtain the rules of, all arbitration forums in which a claim may be filed under the agreement. 

(4) No predispute arbitration agreement shall include any condition that: 

(A) limits or contradicts the rules of any self-regulatory organization; 

(8) limits the ability of a party to file any claim in arbitration; 

(C) limits the ability of a party to file any claim in court pennitted to be flied in court under the rules of the forums in 
which a claim may be filed under the agreement� 

(D) limits the ability of arbitrators to make any award. 
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(5)oIf a customer files a complaint in court against a member that contains claims that are subject to arbitration pursuanto
to a predispute arbitration agreement between the member and the customer, the member may seek to compel arbitration of the 
claims that are subject to arbitration. If the member seeks to compel arbitration of such claims, the member must agree to 
arbitrate all of the claims contained in the complaint if the customer so requests. 

(6)oAll agreements shall include a statement that "No person shall bring a putative or certified class action to arbitration,o
nor seek to enforce any pre-dispute arbitration agreement against any person who has initiated in court a putative class action; or 
who is a member ofa putative class who has not opted out of the class with respect to any claims encompassed by the putative 
class action until: (i) the class certification is denied; or (ii) the class is decertified; or (iii) the customer is excluded from the class 
by the court. Such forbearance to enforce an agreement to arbitrate shall not constitute a waiver of any rights under this 
agreement except to the extent stated herein." 

(7)oThe provisions of this Rule shall become effective on May 1, 2005. The provisions of subparagraph (3) shall apply too
all members as of the effective date of this Rule regardless of when the customer agreement in question was executed. Otherwise, 
agreements signed by a customer before May I, 2005 are subject to the provisions of this Rule in effect at the time the agreement 
was signed. 

(g) Negotiable Instruments Drawn From A Customer's Account 

No member or person associated with a member shall obtain from a customer or submit for payment a check, draft, or 
other form of negotiable paper drawn on a customer's checking, savings, share, or similar account, without that person's express 
written authorization, which may include the customer's signature on the negotiable instrument. Each member shall maintain this 
authorization for a period of three years. This provision shall not, however, require maintenance of copies of negotiable 
instruments signed by customers. 

(h) Order Audit Trail System Record keeping Requirementso

( 1)oEach member that is a Reporting Member. as that term is defined in Rule 6951 (m), shall record and maintain, witho
respect to each order, as that term is defined in Rule 6951 (i), for such security that is received or executed at its trading 
department: 

(A)oan identification of each registered person who receives the order directly from a customer;o

(B)oan identification of each registered person who executes the order; ando

(C) when an order is originated by the member and transmitted manually to another department, an identification of theo
department that originated the order. 

(2) Each Reporting Member shall maintain and preserve records of the infonnation required to be recorded undero
paragraph (h)( l )  of this Rule for the period of time and accessibility specified in SEC Rule I 7a-4(b). 

(3) The records required to be maintained and preserved under paragraph (h)( I) of this Rule may be immediatelyo
produced or reproduced on "micrographic media" as defined in SEC Rule 17a-4(f)( I )(i) or by means of "electronic storage 
media" as defined in SEC Rule 17a-4( t)(1)(ii) that meet the conditions set forth in SEC Rule I 7a-4(f) and be maintained and 
preserved for the required time in that fonn. 

(i) Holding of Customer Mailo

Upon the written instructions of a customer, a member may hold mail for a customer who will not be at his or her usual 
address for the period of his or her absence, but (A) not to exceed two months if the member is advised that such customer will be 
on vacation or traveling or{B) not to exceed three months if the customer is going abroad. 

0) Changes in Account Name or Designationo

Before any customer order is executed, there must be placed upon the memorandum for each transaction, the name or 
designation of the account (or accounts) for which such order is to be executed. No change in such account name(s) (including 
related accounts) or designation(s) (including error accounts) shall be made unless the change has been authorized by a member 
or a person(s) designated under the provisions of NASO rules. Such person must, prior to giving his or her approval of the 
account designation change, be personally informed of the essential facts relative thereto and indicate his or her approval of such 
change in writing on the order or other similar record of the member. The essential facts relied upon by the person approving the 
change must be documented in writing and preserved for a period of not less than three years, the first two years in an easily 
accessible place, as the tenn "easily accessible place" is used in SI {_i{uk : 7,1-../. 

For purposes of this paragraph (j), a person(s) designated under the provisions of NASO rules to approve account name 
or designation changes must pass a qualifying principal examination appropriate to the business of the firm. 
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Adjudicators also should consider imposing more severe sanctions 

when a respondent's disciplinary history includes significant past 

misconduct that: (a) is similar to that at issue; or (b) evidences a 
reckless disregard for regulatory requirements, investor protection, 

or market integrity. Certain regulatory incidents are not relevant 
to the determination of sanctions because they do not qualify as 

disciplinary history. Arbitration proceedings, whether pending, 

settled, or litigated to conclusion, are not "disciplinary" actions. 

Similarly, pending investigations or the existence of ongoing 

regulatory proceedings prior to a final decision are not disciplinary 
history. 

3. Adjudicators should tailor sanctions to respond to the misconduct 
at issue. Sanctions in disciplinary proceedings are intended 
to be remedial and to prevent the recurrence of misconduct. 
Adjudicators therefore should impose sanctions tailored to address 
the misconduct involved in each particular case. Section 15A of 
the Securities Exchange Act of 1934 and FINRA Rule 8310 provide 
that FINRA may enforce compliance with its rules by: limitation 
or modification of a respondent's business activities, functions 
and operations; fine; censure; suspension (of an individual from 
functioning in any or all capacities, or of a firm from engaging in 
any or all activities or functions, for a defined period or contingent 
on the performance of a particular act); bar (permanent expulsion 
of an individual from associating with a firm in any or all capacities); 
expulsion (of a firm from FINRA membership and, consequently, 
from the securities industry); or any other fitting sanction. 

To address the misconduct effectively in any given case. 

Adjudicators may design sanctions other than those specified in 

these guidelines. For example, to achieve deterrence and remediate 

misconduct, Adjudicators may impose sanctions that: (a) require 
a respondent firm to retain a qualified independent consultant 

to design and/or implement procedures for improved future 

compliance with regulatory requirements; (b) suspend or bar a 

respondent firm from engaging in a particular line of business; 

(c) require an individual or member firm respondent, prior to 
conducting future business, to disclose certain information to new 
and/or existing clients, including disclosure of disciplinary history; 
(d) require a respondent firm to implement heightened supervision 
of certain individuals or departments in the firm; (e) require an 
individual or member firm respondent to obtain a FINRA staff letter 
stating that a proposed communication with the public is consistent 
with FINRA standards prior to disseminating that communication to 
the public; (f) limit the number of securities in which a respondent 
firm may make a market; (g) limit the activities of a respondent 
firm; or (h) require a respondent firm to institute tape recording 
procedures. This list is illustrative, not exhaustive, and is included to 
provide examples of the types of sanctions that Adjudicators may 
design to address specific misconduct and to achieve deterrence. 
Adjudicators may craft other sanctions specifically designed to 
prevent the recurrence of misconduct. 
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Principal Considerations in Determining Sanctions 

Tht> following 11st of factors should L,e co11,1dered 1n conJunct1O:1 with 
the 1mpos1t1OP of �.rnct,ons with 1espect lo <'lll v1ol.it1ons lnd1v1dual 

guidelines may I �l ;1dd1!1or1al v1olat1on-sµcc1f1c 'dctor� 

Althougil m;111y of t•1e gereral .rnc v1ol,i�1on �pecif,c cons,derat,ons, 
when they .1pply 1ri th!' case ut h.rnd h.ive tr,e po,,'m1al t-, br> :.>1ther 
Jggr.ivat,n!_\ or n•1t,gat111g. �0•·1..:- �O11S1tir.rJt1011s 11.:ive the potential to 
be only ;,ggrav.:it:ng or only rr 1t1g.1t,ng For instcrnce. the presence• o· 
cert.Hn '.ictor\ Tl.iv be dggrava;1ng, but tlwrr ;;l>sencP dJe;; not drJw 

an infert>lllt' a• :n1t1g,1t,or, �he P''evancv an::: cl1ancter1zJt1or• of,, 
fJ.to, oeµ(r�ds on.,,,-. f.icts :inrl c1rcun15;,Hices of .1 c:,�i: Jnd the type 
of v1l'ldt1011 Tl.is l,st 1s dlust1dt1ve •1ot r>xh iust vP d'· .1ppropr .:ite, 
Ad1ud,c::ilors ,lioul-.1 UJr'i de, l.JSe-specrf1c f,ictor< 1n .?dd1; en to tt1o�f 

\Nh,>t:1f'• ' '= 'f -r lfl,Jc•n• !lllu11t J' I, J,11 fPc,SOrU"ly 1tlt r·1r :e,J 
•r1e,r ,,, /lt tPct ,n ,,. c. 11'•"vt ntl<Y' tc p,11 'l t1'utr, ,11 .Jr c.'ll1Pr/'11 ,c

,..,_in,-•c.Jt th 1.:. rn_ ... ""0nd(,.._t 

; ll'vh,•tl·,u ,i•: 'f' t, ... ,. JI 111 .. vl0.'Jl1(•. t!H' re,::-v•Jt:.r1, ll".crr )t'I f, 
h.-1 d .1i\v•�lc .e'1 rt t ,.: -flc bl� ........ pcrc01so--v l. 1 ·-_H1u· _ii c.:"J/ )r tt.- hn ( �.I 
Q1ccrd .... re< \./ orl"·r-• i 1 1· ,.".'F'� pr( �frl\· 1111�l t. P cr.t.:d 

1"V'/f-\c-th.: Jt 't'f· r- � fflt' c.1 p--� VI 'lce t''H th�'( .. pundr• t ...., �·nt:f ,n 
1• L°h� ,hll.:�; ... )µe � .:,,jp• lJ)tc t 1 'In�' ,J t-•d .� c1t1 ..,r JI n " ..1t1v�s 

V/b •U1,• tlw • r.."•du1 JPlll·"·· Lli' '. • .J<.c, l' t' , ... 1:,1r1 u• 
�c n::,'t.lt n; lti-;.:11 1(l ,,11· llh' l 

l,st,-.d hew ,Hlel ,n the ,r1c1 v,cual gu,de,1rie, ),/ -.\ hetf-fr tLf '( ,;._ ' it ,. P' g, \. ( � I r unH re ) \, J 

h,· rt',pon.1•" l,; ,.,It v,in• ,l1 ·1p 1111'v ·,1,:, rv ct? Cc>ner 1 

Pn•Y,plr /\JO .!I 

Wilt !her 1" 1r'::J1v1c:u.il or" c •1· tlt•r f I"' res;;on:JE nt ,lcCtO:t'C 
re,µ011-.;1f)il ty for v•d .tL«inwlulbnl ''T mis, md,ct le' h i s ·, 
I ,·r ,-rr µluyt'' I'"• e • ..; , , �f .m nd •1111,.,1) 01 ,l rcgulJ•Jt prio, :. _  
del"t t,or, ,111d 11•"'''" 11t•or1 bv tl1• •lr111 (•n ttw fdSc: or an 1nd v,dual 
CJt ,l wpul.1\01 

1/1/ht>trl," ,'ln nd v, Ju,11 "r r11ernt1,· l1r1?1 r•··s1 . .:n.;ct•r1\ vc·lurt,,• I\ 

t:'11plcveo ',ut:,,,n1,. nt t,.,,crt v,-' •11e;1',ur,• nriur to d •IPL\1O, 
0, 111tcrvPr1I "11 liy the t'1r111: 11 !ht t.lS•' 01 Jn 1° d1v1d11;il) or by,; 
r,·gul,Hor, �- rt"J•'>(' ge,1('r,!1 .irh1/or ,µec i 1· pre,( ecJure•; to :wol(J 
r,·cu'<t·nc,: :if rn scnw1un 

p, 'lun ',f ·n �rv".i 1•.t 

':I ,\het1·,,.r tht' !•'�PO •�.P•·' f''�<lb( < I' :01- n,•:. end ,c• VP• J 
.,. :<!ended p:- 1 1!) i ·,)ft lllt' 

W�c:th-•r the re,pun1k 1 .1 lt'lllllct' f: �t'rt.,• i h or ri,•r 
y· c,, n.c""'u t 0" t( ull n� > • .:i t v.t�• P"'1 ,F .. J dt\.t.·1v�.. ur ,,. n11(!.1ttc

f. ... StL,•.,.c. u�i'u.1c1.�tC'ty ,J11tnt"'r'l•1r'c. Pr 1·, t-t·t- 1 Pot 1n 1•- ilv •d J;JI 
,,--� C• ('ic•ri: tJ ( rtlcfJ1lJPf t .Irr V',1tr WI f 1 ·· L•r c.t1� Wd' 

...;.�) :'>,.>(1 llt'[c 

11 vv,•11 '•"pe, t tl• •J!'H-'' I' Ht1 ", nc uci1n,, tti.> nve,11• t, � ,til 'I, 
·remc,·r t,,m �v1t11 wn1rl• "" ind,vJl 11I 1e',p�•r1dtllt 1, 1,src,,:,,trd 
J11d/v 0thc-• m ,•�el p.,rt .. 1(.'d<'l'., (,1) ,Nhet!1er ·!,I" re>(pc,rtJt:r,t 
'"'1<,1.,ndt,.t 'F'�,:ltL•( dire�t•y c,r ,, cltrt' tly HI 11Ju1V 1,, uch ,t11c, 
(�;r+ ,:..( ,1r1d {1l' the r,c,._:lt. ·nd f�tt:11t ,._,t tl1P l'iJ ,..ry 

i it·&dlt•a:e 
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1.2 Whether rtlt' res�•,.nc,·nt µ1ov•ded �ti1J,t,1··t ii .i,�··tcriu: lJ 

f'.I\JRA 111 11•,.. ,,11n na! Oil .i•1d 1or nv"•<t1g.1t101· d1r thr- u'1(kr1vfl r, 

'111scon,Lct or wht: tn,., 111 ... '-::,p,ri,knt: lle•r µ,,_' le. _;,.:-L,v 

lt-:RA, 111vc _.t1,!,-Jt1n t- cor-ceal nfo•1•'3t in 110 n Fl\li<:. 

�:.; pr-::vdc •'il�,u'clt· n c;lt>Jd r r ,.,,,. , .y r d 11 un1pr ti.::r' 

,,. for,v ut1un tu �I \:kA 

1 i VV•lt:;,--,er r.fl,.� ll_j·.,onlt""'l' ,..,.-ii_. ( ..,rlQ J:.t \/'/ !:. , •• t� I !c-, , t i...f Jrl .
1riter t vr .,1 H' r,'L''lfc,nt'" ,Jr 'le;l1r-··•1l ,, 

·: 1 1Nile•tic, lh, ff',f(,·'.11'rt f•,iga�·'d I\ 111,, I'll,(. I t1 i..l 1• 1,;,, •• , 

"Ot'.-v1HYl,;11d•n" p11,, wa•"1Pg, trcr•• F N><I\ J•1, ,.,,., •'g, at,' , 
('rd (;U�PfVIS\..1' �,n t•, � ..-J')t O'" a,.,. ,1(1 .'l":lJal rf,p1·J 'l]�r"tl "h t t·"'·· 

·.O•'dur, ,, ,l,,{"'d 1-l'IJ�:A ·' ,1, L'I J� ;:,I•" ,blP t'( ,r1•1es ;;."� 

or ff'gul Ji o' 

� !'.:. \.AJhetr �, ��-f rE _.pon je·'t n1err'!iJe' tl''ff'I J J�rn r<t Jtt: r ,J! 

+t· e rni., 11. u"t •Jt issue VVJ'> ,Jt)t'r1:,nt or nc,t v�r- erw·s€ rP·ilect1v� 

u" rile 'ti111 111,t 1• ,·JI rnµll,•.t-<t 'W 

ll' v,n:. lhl'r the r•;00ndcn" ': lll1SC<111(1 ,r• 1(".11lt.-d I' tk :,ot�ri·; ol 

for tlk rf'Srl ·J 1t • t · llltHlt'D•y l" oU•er /c ,,· 

""r � r1U'nt,-.1l c:,1 ;, • .. , � Chw' ll :,": r .....�+ r;1,::. :-, )·"1 llll(H ·, I. I )l""�.

� "r•" e11t'I c,1, ,pt, �t .. ,t1< ;+ t1· r.1 rtd ... , �•,.. l(<l .,,to:t!'"... 

·.IVh·1tht�rt)·c rllc.po-�t1-Tf'xr,-c1 t'r1und\( 1 ti ,,-arueJvPrfh� 

lU':tC'fT1t·•r 

Applicability 

Tlic ,€ gu,dellilf:� upn1s<'dt• f·,10, ed,�.ur15 c,f !ht• F1N>i.,\ :,01,C:,on 

1...,u,J,:u1•e' wl cthe· puhli .he.:! 11 � �::i:.iklet .:,1 ti1',t .,< i-· , ,,.. i-11\/f:. 4 

( t:'•jlll J/t'I / /vr_ •,a . I •m JY ( 1111 ,'Id' SP Nc/1(1• [( l\/1/'mt t'''1 r,,l -� f,lJl ,el,n� 

11•· ,..,f,, t, ·t: ,,, o• thtc J.itt _,f D.Jt I! c1�;o'l drd Jf:,µl'y tr JI ·11Slpl rld'; 

11 it·er� ,nc LJd n1' Pf r 111.-,, �l'JRA mi, ♦..._.,1 t 1111: t I t1'·lt' 

-in1en�1 •... .ni;p 8�Ah "1·"'1 n, -, 1r � <:.;.!l'"._JU'1 ·� t,,p j T '='''L' ·nt=•t t.., r ;if fl/l'i'LJlOr>' 

\: fut 1f:' �t·hert'"],g1·c.. >r1FINI\A� '\IC.:b�1�1.-,\·\l\\h··:,nrucr,1,1 

,.... 1, 1t1C'r' 111-, "t I\A( rlldy ()fj , ct'-1(. <' t',l'I ,lly l l"•·c d j)Jrt ·u,1• 

_l-'UI ;e·1'"'t_� t HOu1 , ..� l.;S, 1r1c� {J. 11 1t· i�-:11 ndrv det C:lt),: AtrPnd1T1t_·1·t":i ,
h;,,_1._·•nlpl!1r,nr-n t di.JUE' 1-t-1•,.:. NA( ch 1...1 !)rl r-nak,��g .'llC( <. H :l'"'!iUldlCt?d 

,, �'"'/U.'',(,.)fy" Ne I (t; 0' c,n '.,' 01'\JRA Wet!Sl'e 51·011 j b·· 1ft'dlt' 1 ;l�r: 

t.,(lll' !l'"cllC'll1Pl1[' •·. 'llt ,, gl,I jp 1'1t, ever, ·'''.:.)l pu• l11 r.it1cr, ,.' 

,I ·ev, Pd l'•dr �>n {_,f �l�f_ r.'•'.J.�A )l1'1.:.fJt,'1(,' ,,J,, r1t5 int,:., �tf�.� t ! .. t,�c 
1,r,, 111.1�. ! tc -, n r1·JPA, \t\,�b<1� ,Jrcru Iv,,,,, ,i ,' p·, • t•,·1 're' 

Prn - .;•,.:·n; tht- '1:- t .... ,1 .. t "'" ,•;ir • t-' ,f t�,__. j •I nt" 
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Communications With the Public-Late Filing; Failing to File•; Failing to Comply With Rule Standards 
or Use of Misleading Communications' 
FINRA Rules 2010, 2210 et. seg. and 2200 

Principal Considerations in Determining Sanctions 

See Principal Considerations in Introductory Section 

Failure to File 

1. Whether failure to file was inadvertent. 

2. Whether communications with the public were circulated 
widely without having been filed with the Advertising 
Regulation Department. 

3. Whether an individual respondent failed to notify a supervisor 
of a communication with the public. 

Late Filing 

1. Whether late filing was inadvertent. 

2. Whether communications with the public were circulated 
widely before having been filed with the Advertising 
Regulation Department. 

3. Number of days late. 

Monetary Sanction 

Failure to File 

Fine of Sl,000 to $22,000. 

Late Filing 

Fine of $1,000 to $15,000. 

Suspension, Bar or other Sanctions 

Failure to File 

In egregious cases, consider imposing. for a 
definite period, a .. pre-use" filing requirement to 
obtain an FINRA Regulation staff .. no objection" 

letter on proposed communications with the 

public. 

Also consider suspending the responsible 

individual in any or all capacities for up to 
five business days. 

Late Filing 

In egregious cases. consider imposing, for a 
definite period, a "pre-use" filing requirement to 

obtain an FINRA Regulation staff .. no objection" 
letter on proposed communications with the 

public. 

Also consider suspending the responsible 
individual in any or all capacities for up to 

10 business days. 

l. failing to file includes instances in which a respondent files with ft NRA Regulation staff a 
communication with the public in response to a notice from FINRA Regulation staff that a 
necessary filing had not been made. 

2. This guideline 1s appropriate for disciplinary actions that name as respondents member firms that 
have violated FINRA rules or associated persons who have circumvented the firm's procedures or 
violated FINRA rules. 

3 This guideline also is appropriate for violations of MSRB Rule G·21 

X. Sales Practices 79 



Communications With the Public-Late Filing; Failing to File; Failing to Comply With Rule Standards 
or Use of Misleading Cornmunications-cont111ued 

FINRA Rule� 2010, 2210 et seq., and 2220 

�rinc'11JI Co•1s1dl•f dtion� 111 D,0t,•rrn 11_11_11 g S 31 11 c_t_,01 11 , ___1 Monet1ry S,1nct1on _1 _, '-__ _1 _1_1___1 __ 

St>e Pr,riopa/ c.,,,,1,demt/0111111 lnrwducrory Secrwr, Failure to Cor11ply/M1s/eadrr,g 

Foilure w C<Jmply w,t/J Rule 51w1clurd1/ M1,lead1ng Failure to Comply w,th Rule 
Standard, or i11adver!f!nt 

\.\IIJt·'ht•r v101-t1\•P tHflPI ll11L -11101·<. ',\1t'1 tilt' 1.ut)l1t t.ta' Use of M,,leadirJg 
(11c 111.11,-;1 w1dt·h1 

Cornn1un1cot1on� 

F''l'.'-- { ·-.. 'lL'O ·r. ':>.?\., v.HJ 

',11:;,pf'r510.:_:i, 8ar or Uthu )an,·t �)n<, 

Fotlure to ComµJy/M1slcad1n(J 

Fwh"e to (amply 1v1tl1 /./ule )ta11darc/5 

ln :1(. :, HI :olv11 g ,l\ril!\;t"'flr'f't !J'." ' �·11c!ch11n� 
OrliCILJP --� "1Qr)<,i ,.Jl1',l(!t•r •,t1l,p!'t1;1111g li,1 •,\' tfl 

, .... ..,fir:>· tt 11,y u1 .--di H.t1v111 tt":, JI rl.,H_!r.111� to, tlp tu 
"ll,"\ ,· l(Hlltt:. .;,id :11ereJflLr II .ui ')111g tor:, 1·Jer1n1t( 
pc 1, 1d 1 µr1 -u ... r- fifp1p rcq1.1 1 i:·1r1e11t re olH.\•11 
.1 �1�.J�-� i<cg,.11;,tion ";:df 11L) 1bp ·rt1on leqi=-, on 
p!Of.HJ'..,f.,I<; <01 irn,.i111 ,ltl( n > \,\'1�! t�• �'Ubl1<. 

1:1 l'gr· �1 q .:,, 1:1�•'.) n 1dt-f """'Pf••�111ng thf' 11nn 
with l'P�f)t.'rl to dllVu· ,lll d1 t1v1lw!, o, t 1nr:t1r11<.. 
ror up to ,Jr,e '/-'",ir ,·111d rht'rc•,:1ft(-. 1(llfh>S11l}-{, rnr .1 

·dt-# l1n11, pi.nod,•• ur •U'>'=' lll1111 g 1eq1rnc:-1t1t·11t lo 
otJt.1111 FlhW,'\ R,•g11l.it1un -;t.111 1 •·111 1lbJc··t1cn•· lf•tlt.·1 
,,n pr ipos,·d r:<)1111 1ur11c.n,011� with rl1r· p 1l,li 
Aho, .111�1(1,-, ·,u,11t·1Hl1r1;1 111,· lt'.,pc,n,1lJI·' per•;c,n 
'11 :11 ,y ,;1 all ·ijlc!I 11 lt"S IOI lll tu (,(I d,1y, 

Y. SJ!e1 Pr act ce, 8fJ 11•:MPl-iii 
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Communications With the Public-Late Filing; Failing to File; Failing to Comply With Rule Standards 
or Use of Misleading Communications-continued 

FINRA Rules 2010. 2210 t't �eq. and 2210 

F11n, pal C ; iwJPr 1'. 01 < [ll'\t"'llin1r1f�>_-•rlell· 'l" �r ltlf/ _. t "- ,., 
-

\.,., P1111cipol Co"'ul,•rllt11m, J11 lnt/rJdurtory Sec!,on lnt,'rHlonol or Rt'l'kle11 Use v; 

M11/t•e1d111y Comnwmcat,o,H 

hn,c "' < l'J (,0l' r� ')"llt �o( 

,u�pL4r c. '"r. 3.-i 0' (ltt'e �or Ct Jr 

Use of Mi5iead1119 lomm11mcat1011s with the l'ublic 

l d..,"'.., r Vl.\lYHhV1 111•�·,.t i'""l.i CH n >:IP' u,, 

P-1� Hl f n1V1 1 unr;,.;1•:or ·.v1�h •ht ., 1blV1-

( fl<.. �C' < I\J'I r l II ♦ t• I I' \'Jtit· ff-�. 'r•r• t(! dP\. 

i � J f ,.. 4 Hl('H. fl 'f'I l tC' l\'Vj y'( Ji< 

J"s\) ,'-�· � - It' Ir t! :fl•· �,•C.[.;J! i �-, .. , ,· ,, 

;1 v Jr ti, 1"<1· � ,,, 1<)1 11· t \. ,. .• v yt r: 

j,e ..... .11'•.lPIVltll, fl Hilt"l(lt_J d( t•, ul Pl'Pl!'I( n I \q 

,.1 •• , l •(• l\.1 HIIH I \'V• I )J l"At··P'ltl,·�J Pt" 'fl 

Ill•, r1'ih (•I-., ,,r1,-1 ,.I! J1 ,,!' t 'I! ·.�/-lll nu,pt> 

I I'·,.: ' JI 11 ilV11·#-'· p_, f fl t1orF.'" l Pi fVw, 

f,r "l1'>j.JP t 1tV1 P rV1 1c r '-JiOJ't;, liJ,-- i-'" '101' IV'. l'l�· 

tll ( l'' )-, ...... ·d, lp t.. ,��jf" ••..;[,�.. , ll'l_' t•lt 

. " ;,t r i-, 1ht• t"•'''.lfh:bl•· 'ldlV 1tl i 

,\ \.,le'> VtJC1':(t''> 81 ffliiWl·lil _ 
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-- ----

Supervision-Systemic Supervisory Failures 

�INRA Rules 3ll0 and 2010 

1\dJud1cJtors should use this Gu1del1nt: when J superv•scry t iilur( Is s1gr11kant anr11s w1rIesprc;id or occurs over an extended perrod of t,rne 
While systemic supervisory t.:i1lures typically involve fJ lures :o 1molemcnt or use supervisory proccdu1r� thJt ex st. syste•nrc S,Jperv•sory failures 
;tlrn n'.1y nvolve �.Jperv,sory sys:e•rs thJt hdve uoth 111 �ffec:1vely des1g1•ed proc,�dures and �11ocedures that :irr no: ,mplernt>nted 

Pnn� � )1 '_ L ;l':: {I )r l .. OIi� 1·1 '")ett-H'"!'Jlr lllf' lcl lrtlOP:, �..Ii .. r Pt'" rv ).l:::-t1or i,�- t'.-"1';.1CI R,. r • f)t IP� '>�Hl(ti,.., 

Set Pr1 nc,pot l -,u,de,ot,or � ,,- l11t,nrf1ntr,y Cprt,,1, (t' t ·rrrt1v1d110/1
!t""•.:) I ,. 11 ( '/:( • ' " 

JI ·II,, 'le ,.,, II t 1,Vl (p,,. 
.. 

IV I f41 It""'\ :,.,, .. '� "'it: ... , ,u ... f. ··r Ji 1g 
>! ' t. 1�· ,: :lt L� I fl",,...., c: ... Pit· /; J: 11hl f ,P�V • tll ,JC rl If o., 

t,,r '1:t I I •1 , 1 •c, o,.J "' I U b"s,rc• J., t l, � v r..1ur t•11
·,n,,,i •, tlw •1 v, .1•11.th 1 ' IP,.,; Ofrf--

♦h'r" <-< clP ,1... 1: le ( ., rt ; t (1 ...., ' ' < .\ 't:j ',.. •:1,1 1 , dt, ·,. ; ._J :, � ,J�)f-, "1t111r 1.1c\J., ')''-' n1t1,,.1it u1 1 .,.cJ•1
It J·., 1,llh,, ·' ,;.,(\ ti ).' t1vri1 r .,Hr,:"or 11 1 tt r jl 

'"'1 t ·c11()1 I1 .1•1 i -..1•,;•t ';:fl�, t· 11·�pPr1•. t ,,. 1rl11vd1ll,1lh lf J!I',-'1
..01 l, I I•�. t,-. l ) ll1 I t'.J ]I c_) '( l"" _Jl!1 I rt 1 l.1•1 " Hr Hll "i 1 1�ti, ·r ,1,I � P>.l• t,,. :or i r·•·ri• l t f 10 bi1\10t?\\ ,1,lv(,1

vt.'.1f '-·n ,1cJt.•r h.,rrull' tr:-- rE-<por "'-1'·1':' 
V'.t1_t ti·�,, q 'H 1-. f,.,.r, ilt"-IY d 1� � :.rt'--" .. tl\ , ;._t: \(ii..,;\ I· I .ll(" lhJ \ ,. \I,.,., hJJ'dl llal \ 
f..Cf 1·c., •[1-lttt1t---t.,.t \ r,ftilJf"'.- �HH :· l!'r r "'' 't ,t �.;;; t. 1 ,,

t rutPJ,[I,) !\'IJJ,lC ,'11 (L'' lt)1r· l:( Of llldl�:J:),•(_ )·'·•r! �•rt 11 .. ,.-;,!('' ·1� �1 

t · :� ,, ... , I € •·st�1
'I. I 1 I t._ J "t! l.. 

1t·t I:' ,t, .I .r,i I 1 
1tr Ii- "VII-\ l � l t t I 

XI 5t:t�L•rv1�1c1 10· C1•tidiJA!i 
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Financial Industry Regulatory Authority MAY -, 4 t018 

0 mE Of THE SfCREf. 
Gary J. Dernelle Direct: (202) 728-8255 
Associate General Counsel Fax: (202) 728-8264 

May 14, 2018 

VIA MESSENGER 

Brent J. Fields 
Secretary 
Securities and Exchange Commission 
l 00 F Street, N.E. 
Room 10915 
Washington, DC 20549-1090 

RE: The Application for Review of Meyers Associates, L.P. and Bruce Meyers 
Administrative Proceeding No. 3-18359 

Dear Mr. Fields: 

Enclosed please find the original and three copies of the Brief of FINRA in 
Opposition to the Application for Review in the above-captioned matter. 

Please contact me at (202) 728-8255 if you have any questions. 

Very truly yours, 

Gary Demelle 

cc: Lawrence R. Gelber 
Melanie Campbell 

1735 K Street. NW t 202 728 8000 Investor protection. Market integrity. 
Washington. DC www f1nra org 

20006·1506 




