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IL. Beneficial Interest — Spousal Account

The Proposed Rule and Supplementary Material .02 presume beneficial interest in any
account that is held by the spouse of the associated person. We believe this presumption is
overly broad and would apply the proposed rule requirements to accounts over which the
associated person has no control and, thus, would have no ability to engage in insider trading
or other manipulative practices. As stated in the Release, the “purposes of NASD Rule 3050
and NYSE Rule 407, is designed to enable members to monitor the personal accounts of their
associated persons opened or established outside of the member firm”. (Emphasis added.)
The current proposal assumes that marriage equates to control or to common property, which
is not an accurate presumption at all, and perhaps not even in most or many instances.
Marriage should not be the determinative factor for establishing beneficial interest. Modern
families have dynamic living arrangements, some married but living separate while others
going through a divorce but remain living together. The same issues apply to the accounts of,
for example, the child of a person who is currently still an employee’s spouse. The proposed
changes should be tailored to address the Proposed Rule’s concerns — namely, the provisions
should apply only when and if an associated person has control over an account.

This approach would hold the associated person responsible for accurately reporting
the accounts he or she has knowledge and control over and would not impose on the spouse
(or their child’s account) — where the employee has no control -- a disclosure obligation in
contravention of the spouse (or their child’s) privacy and autonomy. In fact, if control does
not exist — the employee may simply have no means to ensure compliance with the rule.
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We appreciate this opportunity to submit our comments on FINRA’s Proposed Rule.
If you should have any questions or would like to discuss our comments, please do not

hesitate to contact me at or NG o: Erica A. Green at
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Sincerely,

Dee A

Michael J. Hogan
President and Chief Executive Officer





