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VOICE OF INDEPENDENT BROKER-DEALERS 

AND INDEPENDENT FINANCIAL ADVISORS 

www.finondolservices.org 

VIA ELECTRONIC MAIL 

August 23,2011 

Elizabeth M. Murphy 

Secretary 

Securi ties and Exchange Commission 

100 f Street, NE 
Washington, DC 20549-1090 

RE: SR-ANRA-2009-028 - Customer Account Statements 

Dea r Ms. Murphy: 

On April 22, 2009, the Financial Industry Regulatory Authority, Inc. (FlNM) filed with the Securities 
and Exchange Commission (SEC) a proposal to adopt an amended NASD Ru le 2340 as FINM Rule 
2231 of the Consolidated ANM Ru\ebook (Proposed Rule).1 On May 14 , 2009 the SEC published the 
Proposed Rule for comment.2 Thereafter, the Proposed Ru le was published in the Federol Register on 
May 21, 2009. 3 On June 11, 2009, The Financial Services Institute (FSI) submitted a commen t letter 
in response to the Proposed Rule.4 ANM filed with the SEC Amendment No.1 to the Proposed Rule 
on July 12, 2011.5 finally on August 2, 2011, the SEC published Amendment No.1 in the federa l 
Register for comment.6 

f Sl' welcomes the opportunity to comment on the Proposed Rules. NASD Rule 2340 generally 
requires each F1 NM member to send quarterly account statements to customers containing a 
description of any securities positions, money balance, or account activity in the occounts since the prior 

1 See Notice of Filing of Proposed Rule Change To Adapt FlNRA Rule 2231 (Custamer A{{ount Statements) in the 
Cansolidated FlNRA Rulebook, Release No. 34-59921; File No. SR-FINRA-2009-08; 74 Fed. Reg. 23912, avoiloble ot 
http'llwww finm org/\ndllstry/Reglllgtjon/RuleFilings/2009/P118757. 

httn· I Iwww sec qoy/nJles/s[Q lfinm12009/34-59921 pdf. 
J Notice of Filinq afPropased Rule Chanqe To Adapt FlNRA Rule 2231 (Customer Account Statements) in the Consolidated 
FlNRA Rulebook, 74 Fed. Reg. 23912, ovoiloble ot 
http://www. finm ora Iweb Igroups/ind ugry/@ip/@reg/@rulfilldowmenLs/rulefilinm/p11875 7 .pdf. 
4Leuer from the Financial Services Institute to Elizabeth M. Murphy (June 11 , 2(09), ovailable at 
http://www.sec.govIwmments Isr-finra-2009-028/finra 2009028-2 .pdf. 
5 See Notice of Filing of Amendment No.1 to Proposed Rule Change To Adapt FINRA Rule 2231 (Customer Account 
Statements) in the Consolidated FlNRA Rulebook, available at 
http' llwww finm org/\ndllstry/ReQlllgtjon/RuleFiljngs/2009/P124085. 
6 Notice of Filing of Proposed Rule Change To Adopt FlNRA Rule 2231 (Customer Account Statements) in the Consolidated 
FlNRA Rulebook. 76 Fed. Reg. 46340. avoilable at 
http'llwwwnnm org /web/groups/indllstrv/@ip/iWreg/@rulfilldowments Irulefilings/p124085 pdf. 
I The Financial Services Institute is an advococy organization for the financial services industry the only one of its kind. FSI 
is the voice of independent broker-deaiers and independent financial advisors in Washington, D.C. Established in January 
2004, FSl's missian is to create a healthier regulatory environment fo r their members through aggressive and effective 
advocacy, education and public awareness. FSI represents more than 124 independent broker-dealers and more than 
27,000 independent financiol advisors, reaching more than 15 million househalds. FSI is headquartered in Atlanta, GA with 
an office in Washington, D.C. 
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account statements were sent. The Propased Rule wauld require each FINRA member ta send account 
statements at least ance every calendar manth ta each customer whose account had account activity 
during the period since the last statement was sent. The Proposed Rule would continue to require thot 
a statement be sent at leost once every colendar quorter to each customer whose account had a 
security position ar money balance during the period since the last statement was sent. In general 
terms, we suppart the Propased Rule and applaud FlNRA far addressing the concems we raised in our 
June 2009 comment letter. 

Background an FSI Members 
The independent broker-dealer (IBO) community has been an important and active part of the lives of 
Americon investars far mare than 30 years. The IBO business madel facuses an comprehensive 
financial planning services and unbiased investment advice . IBO firms also share a number of other 
similar business choracteristics. They generally clear their securities business on a fully disclosed basis; 
primarily engage in the sale of packaged products, such as mutual funds and variable insurance 
products; take a comprehensive approach to their clients' financial goals and objectives; and provide 
investment advisory services through either affiliated registered investment adviser firms or such firms 
awned by their registered representatives. Due to their unique business model, IBOs and their 
affiliated financial advisors are especially well positioned to provide middle-class Americons with the 
financial advice, products, and services necessary to achieve their financial gaols and objectives. 

In the U.S ., approximately 201,000 independent financial advisars - ar approximately 64% percent of 
all practicing registered representatives - operote in the lBO channel" These financial advisors are 
self-employed independent contractors, rather than employees of the lBO firms. These financial 
advisors provide comprehensive and affordable financial services that help millions of individuals, 
families, sma ll businesses, associations, organizations, and retirement plans with financial education, 
planning, implementation, and investment monitoring. Clients of independent financial advisors are 
typicolly "main street America" - it is, in fact, almost part of the "charter" of the independent channel. 
The core market of advisors affiliated with lBOs is clients who have tens and hundreds of thousands as 
opposed to millions of dollars to invest. Independent financial advisors are entrepreneurial business 
owners who typically have strang ties, visibility, and individual name recognition wi thin their 
communities and client base. Mast of their new clients come through referrals from existing clients or 
other centers of influence9 Independent finonciol advisors get to know their clients personally and 
provide them investment advice in face-to-face meetings. Due to their close ties to the communities in 
which they operate their small businesses, we believe these financial advisors have a strong incentive 
to make the achievement of their clients' investment objectives their primary gool. 

FSI is the advococy organization for IBOs ond independent finoncial odvisors. Member firms formed 
FSI to improve their compliance efforts and promote the lBO business model. FSI is committed to 
preserving the valuable role that IBOs and independent advisors ploy in helping Americans plan for 
ond achieve their finoncial goals. FSJ's primary gool is to insure our members operate in a regulatory 
environment that is fair and balanced. FSJ's advocacy efforts on behalf of our members include 
industry surveys, research, and outreach to legislators, regulators, and policymakers. FSI also provides 
our members with an appropriate forum to share best practices in on effort to improve their 
compliance, operations, and marketing efforts. 

8 Cerulli Associates at http·//WWWcemll; corn / 

9These "centers of influence" may include IO""Yers. accountants, humon resources managers, or other trusted advisors. 
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Comments 
In our comment letter doted June 11, 2009'°, fSI raised several concems with the Proposed Rule" 
Specifically, we commented that monthly customer account statements were not the industry standard 
ond that customers would bear the costs ossacioted with monthly statements which we believe would 
be substantial in light of the required system updates, the associated production costs, and the 
odditional postage charges. We urged flNRA to odopt the current standard instead of adopting the 
proposed standard . In addition, we urged flNRA to narrow the definition of account activity in order 
to ovoid conflict with the Rule 1 Ob-1 O(b) exemption for periodic plans and investment company plans 
(i .e., "systematic investment plan exemption") or other passive investment activity. " finolly, we urged 
flNRA to provide on extended period of time for members to implement the rule to allow members 
time to reprogrom systems, test and verify such reprogramming, encourage customers to use electranic 
delivery of account statements, assess and implement the necessory fee increoses to defray costs, and 
romp up the modes of production necessary to comply. We specifically requested on implementation 
period of 12 months. 

In response to the concems that fSI and other commenters raised, flNRA issued Amendment No.1 to 
the Praposed Rule Change." Under Amendment No.1 to the Praposed Rule, flNRA added new 
paragraph (c) to expressly provide for on exclusion from the monthly customer account statements for 
certain account activities. More specifically, under Proposed paragraph (c){1), a member wi ll be 
permitted to send quarterly customer account statements where "[t]he member relies on on 
apprapriate rule, regulation, release, interpretation, 'no-action' position or exemption issued by the 
SEC or its stoff that (A) specifically opplies to the fact situation of the activity; (8) provides relief from 
the immediate transaction confirmation delivery requirements of SEA Rule 10b-10; and (C) permits 
quarterly delivery of customer account statemenls[.]"14 flNRA believes the proposed exclusions for 
these types of account activities are appropriate as they strike the correct balance between investor 
protection and the concems raised by the commenters. 

Additionally, with respect to our concem regarding the timeframe for implementation of the Proposed 
Rule, flNRA responded by stating that it appreciates the factors that must be considered in complying 
with the rule chonge and thot it intends to give members "sufficient time to comply" with the new 
Rule. As such, flNRA states that the dote for implementation will be no later than 365 days following 
opproval by the SEC. 

While we believe that maintaining the current standard would ovoid imposing additional costs on 

customers, we applaud flRNA for its efforts to improve ond clorify the requireme nts regarding 

customer account statements and are pleased that f lNRA has addressed our other concems. Since 

flNRA has odequately addressed the concems thot fSI raised in our initial comment letter regording 

the Proposed Rule, we support adoption of Amendment No.1 of the Proposed Rule. 


10 Cit to the Letter with a URL 

11 bttp' //wwwsec 9Qy / comments/sr-fi nm-20Q9-028 / finm2009028-2 pdf. 

12 Passive investment activity would include dividend or interest payments. interest paid of free credit balances. assessment 
of interest charges on margin balances, joumaling position between cash and margin accounts, and similar octivities. 
13 Notice of Filing of Amendment No.1 to Proposed Rule Chonge To Adopt FlNRA Rule 2231 (Customer Account 
Statements) in the Consol idoted FlNRA Rulebook, 76 Fed. Reg. 46340 available ot 
http'/Iwww Borg org / web / groups / jndustr:y/@jp /@reg i@nlI5i / docuroeots/mlefilings/p124085 pdf 
14 Notice of Filing of Amendment No.1 to Proposed Rule Change To Adopt FlNRA Rule 2231 
(Customer Account Statements) in the Consolidoted FlNRA Rulebook 76 Fed. Reg. at 46344 
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Conclusion 

We ore committed to constructive engogement in the regulotory process ond welcome the opportunity 

to work with FlNRA to enhonce investor protection ond broker-deoler complionce efforts. As 0 result, 

we support the Proposed Rule's odoption. 


Thonk you for your consideration of our comments. Should you hove ony questions, pleose contoct me 

ot 770 980-8488. 


Respectfu lly submitted, 


Dovid T. Belloire, Esq . 

General Counsel ond Director of Govemment Affoirs 



