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UNITED STATES OF AMERICA 

BEFORE THE  

SECURITIES AND EXCHANGE COMMISSION 

 

 

 

In the Matter of the Application of: 

 

SOUTHEAST INVESTMENTS, N.C., INC.  

AND FRANK HARMON BLACK  

 

 

For Review of Disciplinary Action Taken by 

FINRA  

 

 Admin. Proc. File No. 3-19185 

 

RULE 452 MOTION TO ADD ADDITIONAL EVIDENCE 

 

 Pursuant to SEC Rule 452, Applicants Southeast Investments, N.C., Inc. (“SEI”) and Frank 

Harmon Black (together the “Applicants”) request that the Commission allow the submission of 

the additional evidence described herein.  In support, Applicants state: 

1. Rule 452 permits the Commission to allow the submission of additional evidence 

at any time prior to the issuance of a decision by the Commission, where the evidence is material 

to the Commission’s review and there are reasonable grounds for failing to adduce such evidence 

previously.  

2. On May 23, 2019, FINRA’s National Adjudicatory Council (“NAC”) issued a 

Decision affirming, in pertinent part, findings that Applicants failed to establish and maintain a 

reasonable supervisory system, and to establish, maintain and enforce reasonably designed WSPs 

to ensure retention and review of business-related emails.1 

3. Applicants filed an Appeal on September 4, 2019.  As of the filing of this Motion, 

the Commission has not issued a decision.   

                                                 
1 NAC Decisions, p. 1.   
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4. In its Decision, the NAC affirmed findings that “SEI’s so-called ‘honor system’ for 

retaining business-related electronic correspondence – in which SEI permitted its representatives 

to use third-party email accounts instead of a central server and required representatives to copy 

or forward all business-related emails to SEI’s home office – was not reasonably designed to 

comply with electronic correspondence retention requirements.”2 

5. The NAC made much of the fact that SEI was previously “warned…about its email 

retention system.”3   

6. Applicants have pointed out that the SEC’s 2012 “warning” letter cited exclusively 

to a FINRA Press Release. 

7. FINRA employee Matthew Dale testified at the underlying evidentiary hearing that 

a Press Release is not a regulation.4  Consistent with that, Mr. Black testified that he did not believe 

the issues discussed in the Press Release represented a binding rule.5        

8. After Applicants’ Reply Brief was filed on October 21, 2019, FINRA published 

“Supervision Frequently Asked Questions (FAQ)” (the “FAQ”) on its website.6   

9. The FAQ instructs that certain “guidance” regarding on-site visits by Financial and 

Operation Principals contained in an NASD Notice to Members from 2006 “should not be viewed 

as requirements….”7   

10. This evidence is material because FINRA is plainly stating that informal guidance 

it offers from time-to-time, like the particular FINRA Press Release at issue here, does not 

                                                 
2 Id.   

3 NAC Decision, p. 39.   

4 (T.R. 379). 

5 (T.R. 818). 

6 https://www.finra.org/rules-guidance/key-topics/supervision/faq (last visited July 27, 2021), attached as Exhibit 1.   

7 Id.   
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constitute a requirement for firms, which is in lockstep with Mr. Black’s testimony that he did not 

believe a Press Release established a requirement.  This bolsters Applicants’ argument that they 

should not be punished for failing to follow a non-requirement and undermines the NAC’s position 

that Mr. Black and SEI were previously warned that their email supervision system was 

inadequate. 

11. The fact that the FAQ was published after Applicants’ Reply brief was filed 

constitutes reasonable grounds for failing to adduce such evidence previously and, as demonstrated 

above, the evidence is material.   

In light of the relevance and importance of the attached exhibit, and because reasonable 

grounds exist for not having introduced it previously, Exhibit 1 is properly submitted to the 

Commission pursuant to Rule 452.  Applicants respectfully request that the Commission allow the 

submission of this evidence into the record on appeal.  

 

 

Respectfully submitted this 4th day of August, 2021. 

 

ULMER & BERNE LLP  
 
 
 
 
      /s/ Alan M. Wolper   

Alan M. Wolper 
      Blaine F. Doyle 
      bdoyle@ulmer.com 
      awolper@ulmer.com 
      500 West Madison Street, Suite 3600 
      Chicago, Illinois  60661 
      (312) 658-6500 – General 
      (312) 658-6565 – Fax 
       
      Counsel for Applicants   
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CERTIFICATE OF SERVICE 

I hereby certify that this APPLICANTS’ RULE 452 MOTION TO ADD 

ADDITIONAL EVIDENCE has been filed with the SEC through the SEC’s eFAP system and 

served on the following parties, as follows: 

 

Vanessa Countryman, Secretary 
Securities and Exchange Commission 
Office of the Secretary 
100 F. Street N.E. 
Mail Stop 1090-Room 10915 
Washington D.C. 20549 
(through the eFap system) 

 

Andrew Love, Esq.  

FINRA, Office of the General Counsel  

1735 K Street, NW,  

Washington, DC, 20006-1506 

nac.casefilings@finra.org   

andrew.love@finra.org  
(by electronic mail)  
  

 

This 4th day of August 2021 

 

 

 

 

 /s/ Blaine F. Doyle  

 Blaine F. Doyle   

Counsel for Applicants 
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  RULES & GUIDANCE   KEY TOPICS   SUPERVISION

Supervision Frequently Asked Questions (FAQ)

I. FINRA Rule 3110 

Supervision

Rule 3110(b) Documentation and Supervision of Supervisory Personnel

1. When can a �rm rely on FINRA Rule 3110(b)(6)(C)’s limited exception to the prohibition of a �rm’s supervisory personnel from
supervising their own activities and reporting to, or having their compensation or continued employment determined by, a person the
supervisor is supervising?

2. How must a �rm document its reliance on the limited exception in FINRA Rule 3110(b)(6)(C)?
3. Does the person conducting supervisory reviews under the limited exception in FINRA Rule 3110(b)(6) have to be a principal?
4. Does the limited exception provide relief from FINRA Rule 3110(b)(6)’s requirement that a �rm have procedures to address con�icts of

interest that may be present in the �rm’s supervisory arrangements for its supervisory personnel?
5. FINRA Rule 3110(c) regarding internal inspections also has a limited exception. Is this exception the same as FINRA Rule 3110(b)'s limited

exception?
6. Must a �rm notify FINRA if the �rm is relying on the limited exceptions in FINRA Rules 3110(b)(6) or 3110(c)?

Rule 3110(c) Internal Inspections

7. What must a �rm do to demonstrate compliance with FINRA Rule 3110(c)(2)'s requirement to have a means or method to document
customer con�rmation, noti�cation or follow-up for transmittals of funds or securities from customers to third parties, to outside
entities and to locations other than the customer’s primary residence, and between customers and registered representatives?

8. Are securities transfers through the Automated Customer Account Transfer Service (ACATS) covered by the "customer noti�cation"
requirements of FINRA Rule 3110(c) for funds or securities transmittals?

9. I am registered as a Financial and Operations Principal (FINOP) for several �rms and conduct my work o�-site. Do I need to conduct an
on-site inspection of the �rms’ books and records as part of ful�lling my FINOP obligations? 

 

II. FINRA Rule 3120 

Supervisory Control System

1. What is the di�erence between written supervisory procedures (WSPs) and supervisory control policies and procedures (SCPs)?
2. Should the written SCPs required by FINRA Rule 3120 be separate from the �rm's WSPs required by FINRA Rule 3110?
3. How should a �rm inform FINRA of who it designated as its FINRA Rule 3120 principal(s)?
4. Can a �rm use its self-assessment, internal audit or inspection process to comply with FINRA Rule 3120's testing and veri�cation

requirement?
5. Does a �rm need to test and verify all of its policies and procedures on an annual basis?
6. If a �rm has been in existence for less than one year, when must it complete FINRA Rule 3120’s testing and veri�cation requirements?

Rule 3120 Report

7. Do the designated principals have any reporting requirements once they have completed testing and verifying the �rm’s supervisory
procedures?

Rule 3120 Report and Rule 3130 Report

8. What is the di�erence between the FINRA Rule 3120 report and the FINRA Rule 3130 report?
9. Can the report required by FINRA Rule 3130 be combined with the report required by FINRA Rule 3120?

10. What are the timetables for the FINRA Rules 3120 and 3130 reports and the Rule 3130 certi�cation?
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III. FINRA Rule 3130 

Annual Certi�cation of Compliance and Supervisory Processes

1. Can a �rm have more than one CEO execute the FINRA Rule 3130 certi�cation?
2. Can a �rm have more than one CCO for purposes of complying with Rule 3130?
3. What needs to be done before the execution of the Rule 3130 certi�cation?
4. Must the Rule 3130 report be submitted to the board of directors and audit committee prior to the execution of the Rule 3130

certi�cation by the CEO(s) (or equivalent o�cer(s))?
5. To whom does a �rm submit the Rule 3130 report if it does not have a board of directors or audit committee?
6. When must a new member �rm execute its �rst Rule 3130 certi�cation?
7. How can member �rms change the date on which their Rule 3130 annual certi�cation is due?

 

I. FINRA Rule 3110 

Supervision

Rule 3110(b) Documentation and Supervision of Supervisory Personnel

1. When can a �rm rely on FINRA Rule 3110(b)(6)(C)’s limited exception to the prohibition of a �rm’s supervisory personnel from
supervising their own activities and reporting to, or having their compensation or continued employment determined by, a person
the supervisor is supervising?
Rule 3110(b)(6) requires a �rm’s supervisory procedures to prohibit supervisory personnel from supervising their own activities and reporting to, or
having their compensation or continued employment determined by, a person or persons they are supervising. Rule 3110(b)(6)(C) provides an
exception to this prohibition for a �rm that determines, with respect to any of its supervisory personnel, that compliance is not possible because of
the �rm’s size or a supervisory personnel’s position within the �rm. FINRA expects that this exception will be used primarily by a sole proprietor in a
single-person �rm or where a supervisor holds a very senior executive position within the �rm (FINRA Rule 3110.10). However, these situations are
non-exclusive, and a �rm may still rely on the exception in other instances where it cannot comply because of its size or the supervisory personnel’s
position within the �rm, provided the �rm complies with FINRA Rule 3110(b)(6)’s documentation requirements.

2. How must a �rm document its reliance on the limited exception in FINRA Rule 3110(b)(6)(C)?
A �rm relying on the exception must document the factors the �rm used to reach its determination and how the supervisory arrangement with
respect to such supervisory personnel otherwise complies with FINRA Rule 3110(a)’s requirements that a �rm have a supervisory system and
written supervisory procedures that are reasonably designed to achieve compliance with applicable securities laws and regulations, and with
applicable FINRA rules.

3. Does the person conducting supervisory reviews under the limited exception in FINRA Rule 3110(b)(6) have to be a principal?
Rule 3110(b)(6) does not explicitly require that the person relying on the limited exception to conduct supervisory reviews of a �rm’s supervisory
personnel be a principal. However, Rule 3110(b)(6) does require that the supervisory arrangement with respect to such supervisory personnel
otherwise complies with Rule 3110(a)’s requirement that the �rm have a supervisory system and written supervisory procedures that are
reasonably designed to achieve compliance with applicable securities laws and regulations, and with applicable FINRA rules. This would include a
supervisory arrangement that is reasonably designed to comply with FINRA’s quali�cation requirements for persons acting in a supervisory
capacity.

4. Does the limited exception provide relief from FINRA Rule 3110(b)(6)’s requirement that a �rm have procedures to address
con�icts of interest that may be present in the �rm’s supervisory arrangements for its supervisory personnel?
No. The limited exception does not apply to Rule 3110’s requirement that a �rm have procedures reasonably designed to prevent the supervisory
system from being compromised due to the con�icts of interest that may be present with respect to the associated person being supervised, such
as the supervised person’s position, the amount of revenue such person generates for the �rm or any compensation that the supervisor may
derive from the associated person being supervised. However, the con�icts of interest requirement does not impose a strict liability obligation to
eliminate all con�icts of interest, but rather requires that the supervisory procedures be reasonably designed despite the �rm’s con�icts of interest.

5. FINRA Rule 3110(c) regarding internal inspections also has a limited exception. Is this exception the same as FINRA Rule 3110(b)'s
limited exception?
No. The limited exceptions for Rules 3110(b)(6) and 3110(c)(3) are not the same. Rule 3110(c) requires a �rm, for each inspection under the
provision, to ensure that the person conducting the inspection is not an associated person assigned to the location or is not directly or indirectly
supervised by, or otherwise reporting to, an associated person assigned to that location. Rule 3110(c)(3) provides a limited exception from this
requirement if a �rm determines compliance is not possible either because of the �rm’s size or its business model. FINRA Rule 3110.14 re�ects
FINRA’s expectation that a �rm generally will rely on the exception in instances where the �rm has only one o�ce or has a business model where
small or single-person o�ces report directly to an OSJ manager who is also considered the o�ces’ branch o�ce manager. However, these
situations are non-exclusive, and a �rm may still rely on the exception in other instances where it cannot comply because of its size or business
model, provided the �rm complies with FINRA Rule 3110(c)(3)’s documentation requirements. 
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In contrast, as discussed in question 1 above, Rule 3110(b)(6)'s limited exception addresses who may conduct supervisory reviews of a �rm’s
supervisory personnel if the �rm cannot meet Rule 3110(b)(6)’s provisions prohibiting supervisory personnel from supervising their own activities
and reporting to, or having their compensation or continued employment determined by, a person the supervisor is supervising.

6. Must a �rm notify FINRA if the �rm is relying on the limited exceptions in FINRA Rules 3110(b)(6) or 3110(c)?
No. There is no noti�cation requirement for reliance on either exception. However, as noted previously, if the �rm decides to rely on the Rule
3110(b)(6) exception, the �rm must document the factors the �rm used to make its determination and how the supervisory arrangement otherwise
complies with Rule 3110(a). Similarly, Rule 3110(c) requires that if a �rm relies on the exception in that provision, the �rm must document in the
inspection report both the factors the �rm used to make its determination and how the inspection otherwise complies with Rule 3110(c)(1).

Rule 3110(c) Internal Inspections

7. What must a �rm do to demonstrate compliance with FINRA Rule 3110(c)(2)'s requirement to have a means or method to
document customer con�rmation, noti�cation or follow-up for transmittals of funds or securities from customers to third parties,
to outside entities and to locations other than the customer’s primary residence, and between customers and registered
representatives?
Rule 3110(c) does not prescribe how customers should be noti�ed of these transmittals, but the rule does require "a means or method of
customer con�rmation, noti�cation, or follow-up that can be documented." Accordingly, customer contact to con�rm or follow-up to ful�ll this
requirement must be memorialized and retained for review. Factors to be considered with respect to the documentation of customer contact
would include:

The date of noti�cation;
The means or method of contact (e.g., telephone number, email address, etc.);
Identi�cation of the account(s) in question;
Whether there was a response from the customer; and, if so, a brief summary of the customer's response and any follow-up action taken.

In the case of electronic transactions made by the customer or a customer's legal representative or agent (e.g., a registered investment adviser or
agent acting pursuant to legal written authorization) via secure electronic means that are subject solely to the customer's control, it would be
su�cient under Rule 3110(c) for the system itself, as part of its functions, to generate an electronic noti�cation to the customer evidencing the
completed transaction. Whatever the means or method of customer noti�cation used, an informed determination must be made that any persons
responsible for following up with a customer be independent of the customer's registered representative and be subject to appropriate
supervision. In addition, Rule 3110(c)(2)(B) permits �rms to use reasonable risk-based criteria to determine the authenticity of the transmittal
instructions.

8. Are securities transfers through the Automated Customer Account Transfer Service (ACATS) covered by the "customer
noti�cation" requirements of FINRA Rule 3110(c) for funds or securities transmittals?
No. The “customer noti�cation” requirements do not apply to transfers of customer account assets conducted through ACATS; such transfers are
governed by FINRA Rule 11870 (Customer Account Transfer Contracts). However, Rule 11870 allows a customer to transfer a portion of his or her
account assets outside of ACATS pursuant to “authorized alternate instructions,” such as Letters of Authorization, transmitted to the carrying (i.e.,
delivering) organization. Any such "ex-ACATS" transfers are subject to the provisions of Rule 3110(c).

9. I am registered as a Financial and Operations Principal (FINOP) for several �rms and conduct my work o�-site. Do I need to
conduct an on-site inspection of the �rms’ books and records as part of ful�lling my FINOP obligations? 
All FINOPs, regardless of whether they work part-time, work o� site or hold multiple registrations are responsible for ful�lling the duties outlined in
FINRA Rule 1220(a)(4)(A). FINRA has previously provided guidance to member �rms to help them assist their FINOPs in ful�lling the obligations
speci�ed in Rule 1220(a)(4)(A). See Notice to Members 06-23 (May 2006). The guidance, which includes a provision regarding on-site visits, should
not be viewed as requirements (i.e., a FINOP is not required to conduct an on-site visit if the FINOP can ful�ll his or her obligations through other
means). A member �rm’s written supervisory procedures, however, may impose additional requirements for FINOPs, such as an on-site visit to
review a location’s books and records. In addition, nothing in this guidance relieves a �rm from the obligation to conduct periodic o�ce inspections
in accordance with the requirements of Rule 3110(c).

II. FINRA Rule 3120 

Supervisory Control System

1. What is the di�erence between written supervisory procedures (WSPs) and supervisory control policies and procedures (SCPs)?
WSPs document the supervisory system that a �rm has established. In this regard, Rule 3110(b) requires each �rm to establish, maintain, and
enforce written procedures to supervise the types of business in which it engages and the activities of its associated persons that are reasonably
designed to achieve compliance with applicable securities laws and regulations, and FINRA rules. In contrast, Rule 3120 requires each �rm to
establish SCPs to test and verify that the �rm’s WSPs are reasonably designed with respect to the activities of the �rm and its associated persons to
achieve compliance with applicable securities laws and regulations, and FINRA rules. Rule 3120 further requires that a �rm create additional or
amend supervisory procedures where the need is identi�ed by such testing and veri�cation.

WSP Example
“The head of department will approve all new accounts by initialing the new account forms before the �rst trade in an account is executed.”
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SCP Example
“The Compliance Department will review the FINRA Weekly Update emails to determine whether any new or proposed requirements are
applicable to the �rm and its business activities. If so, the Compliance Department will identify and implement changes to the �rm's
supervisory system and supervisory procedures to ensure compliance with the new requirements.”

2. Should the written SCPs required by FINRA Rule 3120 be separate from the �rm's WSPs required by FINRA Rule 3110?
A �rm has the discretion to maintain both procedures within the same manual or document as long as the procedures are distinct and clearly
identi�able.

3. How should a �rm inform FINRA of who it designated as its FINRA Rule 3120 principal(s)?
A �rm must designate the principal(s) and his or her supervisory control responsibilities in its SCPs.

4. Can a �rm use its self-assessment, internal audit or inspection process to comply with FINRA Rule 3120's testing and veri�cation
requirement?
A self-assessment, internal audit or inspection process may be used to satisfy the testing and veri�cation process in whole or part. The extent to
which a �rm may rely upon these processes depends on whether they adequately test and verify that the �rm’s supervisory procedures are
reasonably designed to comply with applicable securities laws and regulations, and with FINRA rules, and amend or create additional supervisory
procedures where the need is identi�ed by such testing and veri�cation. If a �rm decides to use one or more of its self-assessment, internal audit
or inspection processes as a testing mechanism, it must indicate in its annual Rule 3120 report that it has used the data from these processes as a
testing mechanism.

5. Does a �rm need to test and verify all of its policies and procedures on an annual basis?
No. A �rm may use risk-based methodologies and sampling to test and verify a subset of policies and procedures annually. If a risk-based approach
is used, factors such as the following may be considered in determining scope:

Businesses and activities from which the �rm derives signi�cant revenues. However, to the extent such activities have been previously tested
and found su�ciently designed and there is an absence of other factors such as a change in the law or rules or the absence of regulatory,
compliance or audit �ndings, deriving signi�cant revenue from an activity, by itself, does not mean that a �rm must reach a risk-based
assessment that the testing of that area in a given year is necessary.
Areas where the �rm has had procedural or supervisory de�ciencies in the past. However, the absence of a historical de�ciency does not
mean that a �rm should not consider the area for inclusion in the testing.
Products, rules or issues that were identi�ed as emerging topics or problems, including those highlighted by regulators as areas of concern.
Business activities in which the �rm has had customer complaints or which resulted in the termination of personnel.
New business activities or products.

6. If a �rm has been in existence for less than one year, when must it complete FINRA Rule 3120’s testing and veri�cation
requirements?
A �rm must have in place its entire supervisory system, including WSPs, by the time it becomes a member of FINRA. However, the Rule 3120 report
must be completed within 12 months of becoming a FINRA member.

Rule 3120 Report

7. Do the designated principals have any reporting requirements once they have completed testing and verifying the �rm’s
supervisory procedures?
Yes. Rule 3120 requires the designated principals to submit, no less frequently than annually, a report to the �rm’s senior management that details
the �rm's system of supervisory controls, the summary of the test results and signi�cant identi�ed exceptions, and any additional or amended
supervisory procedures that have been created in response to those test results. 

In addition, if the designated principals are associated with a �rm that reported $200 million or more in gross revenue (as de�ned in Rule 3120) on
its FOCUS report in the prior calendar year, the Rule 3120 report must include to the extent applicable to the �rm’s business (1) a tabulation of the
reports pertaining to customer complaints and internal investigations made to FINRA during the preceding year; and (2) a discussion of the
preceding year’s compliance e�orts, including procedures and educational programs, in each of the following areas:

Trading and market activities;
Investment banking activities;
Antifraud and sales practices;
Finance and operations;
Supervision; and
Anti-money laundering.

Rule 3120 Report and Rule 3130 Report

8. What is the di�erence between the FINRA Rule 3120 report and the FINRA Rule 3130 report?
While these reports can be combined (see question 9 below), their purposes are di�erent. The Rule 3130 report identi�es the processes a �rm has
in place, at the time of the CEO’s certi�cation, to establish, maintain, review, test and modify its written compliance policies and written supervisory
procedures.
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The Rule 3130 report evidences the processes that a �rm has in place to adopt and keep current supervisory policies and procedures under Rule
3110, and to establish, maintain and enforce a supervisory control system as required under Rule 3120. FINRA recommends that �rms review the
results of their Rule 3120 reports in considering whether their Rule 3130 processes are su�cient. For example, if a �rm's Rule 3120 report
consistently notes a �rm's failure to adopt WSPs around new regulatory requirements, then the �rm should consider whether its Rule 3130
processes adequately take into account new regulatory requirements.

In contrast, the Rule 3120 report requires member �rms to conduct a look back of their system of supervisory controls and testing and to provide
to their senior management (no less than annually) a report that:

1. Details the manner, method and review for testing and verifying that a �rm's system of supervisory policies and procedures are reasonably
designed to achieve compliance with applicable rules and laws;

2. Provides a summary of the test results and signi�cant gaps found; and
3. Identi�es the changes a �rm made or will need to make to its supervisory procedures in order to address de�ciencies found through its

testing.

Additionally, for �rms meeting certain gross revenue criteria as de�ned in the rule, the report must include certain information from the preceding
year pertaining to compliance e�orts, customer complaints and internal investigations data.

9. Can the report required by FINRA Rule 3130 be combined with the report required by FINRA Rule 3120?
Yes. The Rule 3130 report may be combined with any other compliance report, such as the Rule 3120 report, or other similar report required by
any other self-regulatory organization provided that:

1. Such report is clearly titled and addresses all of the required elements of the respective reports;
2. A �rm that submits a report for review in response to a FINRA request must submit the report in its entirety; and
3. The �rm makes such report in a timely manner, i.e., annually.

10. What are the timetables for the FINRA Rules 3120 and 3130 reports and the Rule 3130 certi�cation?

  Rule 3120 Report Rule 3130 Report & Certi�cation

Frequency No less than annually No less than annually

Time Period Covered by Report Must look back to preceding year (including a
summary of the test results, signi�cant
identi�ed exceptions, and any additional or
amended supervisory procedures created in
response to the test results)

Must be current as of the date of certi�cation

Submit to Firm's senior management Firm's board of directors and audit
committee (or equivalent bodies) at the
earlier of their next scheduled meetings or
within 45 days of the last Rule 3130
certi�cation

III. FINRA Rule 3130 

Annual Certi�cation of Compliance and Supervisory Processes

1. Can a �rm have more than one CEO execute the FINRA Rule 3130 certi�cation?
Yes. A �rm may designate a co-CEO (for a maximum of two CEOs) solely for the purpose of complying with Rule 3130. However, co-CEOs may not
divide up the requirements of the Rule; rather, each of the two CEOs is required to individually discharge all of the obligations set forth in Rule
3130, each is responsible for the representations in the certi�cation as if they were the �rm’s only CEO, and the signature of each co-CEO is
expected to appear on the same single annual certi�cation.

2. Can a �rm have more than one CCO for purposes of complying with Rule 3130?
Yes. A �rm may designate multiple CCOs on Schedule A of Form BD, provided that:

1. Each designated CCO is a principal;
2. The �rm precisely de�nes and documents the areas of primary compliance responsibility assigned to each designated CCO and makes

speci�c provisions for which of the designated CCOs has primary compliance responsibility in areas that can reasonably be expected to
overlap;

3. Each designated CCO satis�es all of the requirements of Rule 3130 with respect to his or her de�ned area of primary compliance
responsibility as if that individual was the �rm's only CCO; and

4. Collectively, the designated CCOs have the responsibilities and expertise that enable them to consult with the CEO on the totality of the
subject matters required to be addressed in the certi�cation by the CEO under Rule 3130.
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3. What needs to be done before the execution of the Rule 3130 certi�cation?
Before the execution of the certi�cation can be completed, the following steps must be taken:

1. The member creates a report (“Rule 3130 report”) that documents the member’s processes for establishing, maintaining, reviewing, testing
and modifying its compliance policies that are reasonably designed to achieve compliance with applicable federal securities laws and
regulations, FINRA rules, and MSRB rules.

2. The �rm's CEO(s) (or equivalent o�cer(s)), CCO(s) and any other o�cers the �rm deems necessary to make the certi�cation reviews the Rule
3130 report.

3. The CEOs(s) (or equivalent o�cer(s)) must meet with the CCO(s) during the preceding year to:
a. Discuss and review the matters that are the subject of the certi�cation;
b. Discuss and review the �rm's compliance e�orts to date; and
c. Identify and address signi�cant compliance problems and plans for emerging business areas.

4. Must the Rule 3130 report be submitted to the board of directors and audit committee prior to the execution of the Rule 3130
certi�cation by the CEO(s) (or equivalent o�cer(s))?
No. The Rule 3130 report must be submitted to the member's board of directors and audit committee (or equivalent bodies) in �nal form either
prior to execution of the certi�cation or at the earlier of their next scheduled meetings or within 45 days of the date of execution of the
certi�cation.

5. To whom does a �rm submit the Rule 3130 report if it does not have a board of directors or audit committee?
If a �rm does not have a board of directors or audit committee, the �rm would submit the Rule 3130 report to the �rm's governing bodies and
committees that serve similar functions in lieu of a board of directors and audit committee, such as a managing member, management committee,
general partner, board or managers, advisory board, �nancial standards committee, etc. If a �rm does not have a governing body or audit
committee or equivalent, the report can be shared with the �rm's majority shareholder or shareholders.

6. When must a new member �rm execute its �rst Rule 3130 certi�cation?
The �rst certi�cation must be executed within 12 months of becoming a FINRA member and then annually thereafter.

7. How can member �rms change the date on which their Rule 3130 annual certi�cation is due?
Rule 3130 requires member �rms to complete their annual certi�cation requirement on or before the date on which it was completed in the prior
year. Some �rms have asked if it is possible to reset their certi�cation date. It is possible. To do so, a �rm may certify any time before the one-year
anniversary of its most recent certi�cation. Thus, changing the date will require the �rm to certify more than once within the one-year period. The
following year, the annual certi�cation would be due on or before the new date. 

For example, �rms that wish to move the date by a short amount of time may certify again soon after the last certi�cation. If a �rm’s last certi�cation
was on March 15, but it wants to move that date to April 1 for future years, the �rm could achieve this by certifying by March 15 and then certifying
again on April 1, provided that on April 1 the conditions set forth in Rule 3130(c) are satis�ed:

the �rm has in place processes to establish, maintain, review, test and modify its policies and procedures;
the CEO has conducted one or more meetings with the CCO to cover the requisite content in the 12 months preceding the new certi�cation;
the processes are evidenced in a report that has been reviewed by the CEO and CCO and either:

was provided to the �rm’s board of directors and audit committee prior to the new certi�cation or
if the report was not previously submitted, will be submitted to those bodies at the earlier of the next scheduled meeting or within 45
days of the original March 15 certi�cation date; and

the CEO has consulted with other persons to the extent deemed appropriate in order to attest to the statements made in the certi�cation.

Under this example, the CEO could execute a new certi�cation on April 1 if the conditions that were satis�ed on March 15 remain satis�ed on April
1. 

If any of the conditions are no longer satis�ed, then the �rm must satisfy those conditions prior to the execution of a new certi�cation by the CEO
on April 1. For example, any material changes to the report that was certi�ed on March 15 must be reviewed by the CEO and CCO and either
provided to the �rm’s board of directors and audit committee prior to the new certi�cation, or submitted to those bodies at the earlier of the next
scheduled meeting or within 45 days of April 1. 

In either case, the next certi�cation would be due no later than April 1 the following year.
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