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For complete Form 19b-4 instructions please refer to the EFFS website.

Form 19b-4 Information (required)

‘ Add HRemoveH View ‘

The self-regulatory organization must provide all required information, presented in a
clear and comprehensible manner, to enable the public to provide meaningful
comment on the proposal and for the Commission to determine whether the
proposal is consistent with the Act and applicable rules and regulations under the Act.

Exhibit 1 - Notice of Proposed Rule Change
(required)

‘ Add HRemoveH View ‘

The Notice section of this Form 19b-4 must comply with the guidelines for
publication in the Federal Register as well as any requirements for electronic filing
as published by the Commission (if applicable). The Office of the Federal Register
(OFR) offers guidance on Federal Register publication requirements in the Federal
Register Document Drafting Handbook, October 1998 Revision. For example, all
references to the federal securities laws must include the corresponding cite to the
United States Code in a footnote. All references to SEC rules must include the
corresponding cite to the Code of Federal Regulations in a footnote. All references
to Securities Exchange Act Releases must include the release number, release
date, Federal Register cite, Federal Register date, and corresponding file number
(e.g., SR-[SRO]-xx-xx). A material failure to comply with these guidelines will result in
the proposed rule change being deemed not properly filed. See also Rule 0-3 under
the Act (17 CFR 240.0-3)

Exhibit 2 - Notices, Written Comments,
Transcripts, Other Communications

‘ Add HRemoveH View ‘

Exhibit Sent As Paper Document

L]

Copies of notices, written comments, transcripts, other communications. If such
documents cannot be filed electronically in accordance with Instruction F, they shall
be filed in accordance with Instruction G.

Exhibit 3 - Form, Report, or Questionnaire

‘ Add HRemoveH View ‘

Exhibit Sent As Paper Document

Copies of any form, report, or questionnaire that the self-regulatory organization
proposes to use to help implement or operate the proposed rule change, or that is
referred to by the proposed rule change.

Exhibit 4 - Marked Copies

‘ Add HRemoveH View ‘

The full text shall be marked, in any convenient manner, to indicate additions to and
deletions from the immediately preceding filing. The purpose of Exhibit 4 is to permit
the staff to identify immediately the changes made from the text of the rule with which
it has been working.

Exhibit 5 - Proposed Rule Text

‘ Add HRemoveH View ‘

The self-regulatory organization may choose to attach as Exhibit 5 proposed
changes to rule text in place of providing it in Item | and which may otherwise be
more easily readable if provided separately from Form 19b-4. Exhibit 5 shall be
considered part of the proposed rule change.

Partial Amendment

If the self-regulatory organization is amending only part of the text of a lengthy
proposed rule change, it may, with the Commission's permission, file only those
portions of the text of the proposed rule change in which changes are being made if
the filing (i.e. partial amendment) is clearly understandable on its face. Such partial
amendment shall be clearly identified and marked to show deletions and additions.
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1. Text of Proposed Rule Change

(a) Pursuant to the provisions of Section 19(b)(1) of the Securities Exchange Act
of 1934 (“Act” or “SEA”),* Financial Industry Regulatory Authority, Inc. (“FINRA™)
(f/k/a National Association of Securities Dealers, Inc. (“NASD”)) is filing with the
Securities and Exchange Commission (“SEC” or “Commission”) revisions to the content
outline and selection specifications for the General Securities Representative (Series 7)
examination program.? The proposed revisions update the material to reflect changes to
the laws, rules and regulations covered by the examination and to better reflect the
functions and associated tasks performed by a General Securities Representative and the
relationships between the different components of the outline. FINRA is not proposing
any textual changes to the By-Laws, Schedules to the By-Laws, or Rules of FINRA.

The revised content outline is attached. The Series 7 selection specifications have
been submitted to the Commission under separate cover with a request for confidential
treatment pursuant to SEA Rule 24b-2.3

(b) Not applicable.

(c) Not applicable.

! 15 U.S.C. 78s(b)(1).

FINRA also is proposing corresponding revisions to the Series 7 question bank,
but based upon instruction from the Commission staff, FINRA is submitting SR-
FINRA-2011-045 for immediate effectiveness pursuant to Section 19(b)(3)(A) of
the Act and Rule 19b-4(f)(1) thereunder, and is not filing the question bank for
Commission review. See Letter to Alden S. Adkins, Senior Vice President and
General Counsel, NASD Regulation, from Belinda Blaine, Associate Director,
Division of Market Regulation, SEC, dated July 24, 2000. The question bank is
available for Commission review.

8 17 CFR 240.24b-2.
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2. Procedures of the Self-Regulatory Organization

The proposed rule change was approved by the Board of Directors of FINRA
Regulation, Inc. (then known as NASD Regulation, Inc.) at its meeting on January 24,
2001, which authorized the staff to propose modifications to examination programs,
including content outlines, selection specifications, and question banks, and to file the
proposed modifications with the SEC, without obtaining further or specific authorization
from the Board of Directors of FINRA Regulation, Inc. The Board of Governors of
FINRA (then known as NASD) had an opportunity to review that action at its meeting on
January 25, 2001. No other action by FINRA is necessary for the filing of the proposed
rule change.

As further discussed below, FINRA is filing the proposed rule change for
immediate effectiveness. FINRA proposes to implement the revised Series 7
examination program on November 7, 2011. FINRA will announce the proposed rule

change and the implementation date in a Regulatory Notice.

3. Self-Requlatory Organization’s Statement of the Purpose of, and Statutory
Basis for, the Proposed Rule Change

@) Purpose

Section 15A(g)(3) of the Act* authorizes FINRA to prescribe standards of
training, experience, and competence for persons associated with FINRA members. In
accordance with that provision, FINRA has developed examinations that are designed to
establish that persons associated with FINRA members have attained specified levels of

competence and knowledge, consistent with applicable registration requirements under

4 15 U.S.C. 780-3(9)(3).
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FINRA Rules. FINRA periodically reviews the content of the examinations to determine
whether revisions are necessary or appropriate in view of changes pertaining to the
subject matter covered by the examinations.

NASD Rules and the rules incorporated from NYSE? require that a
“representative,” as defined in the respective rules,’ register and qualify as a General

Securities Representative,’ subject to certain exceptions.® The Series 7 examination is the

> The current FINRA rulebook consists of (1) FINRA Rules; (2) NASD Rules; and
(3) rules incorporated from NYSE (“Incorporated NYSE Rules”) (together, the
NASD Rules and Incorporated NYSE Rules are referred to as the “Transitional
Rulebook). While the NASD Rules generally apply to all FINRA members, the
Incorporated NYSE Rules apply only to those members of FINRA that are also
members of the NYSE (“Dual Members”). The FINRA Rules apply to all FINRA
members, unless such rules have a more limited application by their terms. For
more information about the rulebook consolidation process, see Information
Notice, March 12, 2008 (Rulebook Consolidation Process). For convenience, the
Incorporated NYSE Rules are referred to as the NYSE Rules.

6 See NASD Rule 1031(b) and NYSE Rule 10.

! See NASD Rules 1031(a) and 1032(a); NYSE Rules 345.10 and 345.15(2); and
NYSE Rule Interpretation 345.15/02.

If a representative does not engage in municipal securities activities, NASD and
NYSE Rules permit the representative to register and qualify as a United
Kingdom Securities Representative (Series 17) or Canada Securities
Representative (Series 37/38). See NASD Rule 1032(a); and NYSE Information
Memoranda Nos. 91-09 (March 21, 1991) and 96-06 (March 8, 1996). FINRA is
filing proposed revisions to the Series 17 and Series 37/38 examination programs
in conjunction with this filing. See SR-FINRA-2011-046; SR-FINRA-2011-047
and SR-FINRA-2011-048. NASD and NYSE Rules also provide that a
representative is not required to register as a General Securities Representative if
the person’s activities are so limited as to qualify such person as an Investment
Company and Variable Contracts Products Representative (Series 6) or a Direct
Participation Programs Representative (Series 22). See NASD Rules 1032(a)(1),
(b) and (c); NYSE Rule 345.15(3); and NYSE Rule Interpretation 345.15/02.
Additionally, NASD Rules provide that a representative is not required to register
as a General Securities Representative if the person’s activities are so limited as to
qualify such person as an Order Processing Assistant Representative (Series 11),
Options Representative (Series 42), a Corporate Securities Representative (Series
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FINRA examination that qualifies an individual to function as a General Securities
Representative.

A committee of industry representatives, together with FINRA staff, recently
undertook a review of the Series 7 examination program. As a result of this review,
FINRA is proposing to make revisions to the content outline to reflect changes to the
laws, rules and regulations covered by the examination and to better reflect the functions
and associated tasks performed by a General Securities Representative and the
relationship between the different components of the content outline.

Current Outline

The current content outline is divided into seven critical functions performed by a
General Securities Representative. The following are the number of questions associated
with each of the seven functions, denoted 1 through 7:

1: 9 questions

2: 4 questions

3: 123 questions

4: 27 questions

5: 53 questions

6: 13 questions

7: 21 questions

62), Government Securities Representative (Series 72) or Private Securities
Offerings Representative (Series 82). See NASD Rules 1032(a)(1), (d), (e), (9)
and (h); and NASD Rules 1041 and 1042. Finally, certain representatives are
subject to an additional registration and qualification requirement, Equity Traders
(Series 55), or are subject to a separate registration and qualification requirement,
Investment Banking Representatives (Series 79). See NASD Rules 1032(f) and

().
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Each function also includes the tasks associated with performing that function.
Further, the outline includes a section listing the applicable laws, rules and regulations
with cross-references to the related functions and associated tasks.

Proposed Revisions

FINRA is proposing to divide the content outline into five major job functions
performed by a General Securities Representative. The following are the five major job
functions, denoted F1 through F5, and the number of questions associated with each of
the five functions:

F1: Seeks Business for the Broker-Dealer through Customers and Potential
Customers, 68 questions;

F2: Evaluates Customers’ Other Security Holdings, Financial Situation and
Needs, Financial Status, Tax Status, and Investment Objectives, 27
questions;

F3: Opens Accounts, Transfers Assets, and Maintains Appropriate Account
Records, 27 questions;

F4: Provides Customers with Information on Investments and Makes Suitable
Recommendations, 70 questions; and

F5: Obtains and Verifies Customer’s Purchase and Sales Instructions, Enters
Orders, and Follows Up, 58 questions.

Additionally, each job function includes certain tasks describing activities
associated with performing that function. FINRA is proposing to revise the outline to
better reflect the functions and associated tasks performed by a General Securities
Representative.

The revised content outline also includes a knowledge section describing the
underlying knowledge required to perform the major job functions and associated tasks

and a rule section listing the laws, rules and regulations related to the job functions,
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associated tasks and knowledge statements. There are cross-references within each
section to the other applicable sections.

As noted above, FINRA also is proposing to revise the content outline to reflect
changes to the laws, rules and regulations covered by the examination. Among other
revisions, FINRA is proposing to revise the content outline to reflect the adoption of rules
in the consolidated FINRA rulebook (e.g., FINRA Rule 3240 (Borrowing From or
Lending to Customers)).

FINRA is proposing similar changes to the Series 7 selection specifications and
guestion bank. The number of questions on the Series 7 examination will remain at 250
multiple-choice questions,® and candidates will continue to have six hours to complete
the examination.

Currently, a “scaled score” of 70 percent is required to pass the examination.® A
scaled score of 72 percent will be required to pass the revised examination.

Municipal Securities Activities

Currently, pursuant to MSRB Rule G-3, either the Municipal Securities
Representative (Series 52) examination or the Series 7 examination qualifies an

individual to function as a Municipal Securities Representative. FINRA is proposing to

’ Consistent with FINRA’s practice of including “pre-test” questions on certain

qualification examinations, which is to ensure that new examination questions
meet acceptable testing standards prior to use for scoring purposes, each
examination includes 10 additional, unidentified pre-test questions that do not
contribute towards the candidate’s score. Therefore, the examination actually
consists of 260 questions, 250 of which are scored. The 10 pre-test questions are
randomly distributed throughout the examination.

10 The examination questions are randomly selected from the question bank, which

may result in slight variations in the difficulty of the examinations. The use of a
scaled score is intended to place the examinations on equal ground.



Page 9 of 75

revise the Series 7 examination to reduce the emphasis on municipal securities activities.
FINRA understands that the MSRB will file with the Commission a proposed rule change
to amend MSRB Rule G-3 to provide that an individual qualifying as a Municipal
Securities Representative by passing the Series 7 may only engage in municipal securities
sales to, and purchases from, customers.

Availability of Content Outlines

The current Series 7 content outline is available on FINRA’s website, at
www.finra.org/brokerqualifications/exams. The revised Series 7 content outline will
replace the current content outline on FINRA’s website.

FINRA is filing the proposed rule change for immediate effectiveness. FINRA
proposes to implement the revised Series 7 examination program on November 7, 2011.
FINRA will announce the proposed rule change and the implementation date in a

Requlatory Notice.

(b) Statutory Basis

FINRA believes that the proposed revisions to the Series 7 examination program
are consistent with the provisions of Section 15A(b)(6) of the Act,™* which requires,
among other things, that FINRA rules must be designed to prevent fraudulent and
manipulative acts and practices, to promote just and equitable principles of trade, and, in
general, to protect investors and the public interest, and Section 15A(g)(3) of the Act,*?
which authorizes FINRA to prescribe standards of training, experience, and competence

for persons associated with FINRA members. FINRA believes that the proposed

1 15 U.S.C. 780-3(b)(6).

12 15 U.S.C. 780-3(9)(3).
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revisions will further these purposes by updating the examination program to reflect
changes to the laws, rules and regulations covered by the examination and to better
reflect the functions and associated tasks performed by a General Securities
Representative.

4. Self-Requlatory Organization’s Statement on Burden on Competition

FINRA does not believe that the proposed rule change will result in any burden

on competition that is not necessary or appropriate in furtherance of the purposes of the

Act.

5. Self-Regulatory Organization’s Statement on Comments on the Proposed
Rule Change Received from Members, Participants, or Others
Written comments were neither solicited nor received.

6. Extension of Time Period for Commission Action
Not applicable.

7. Basis for Summary Effectiveness Pursuant to Section 19(b)(3) or for

Accelerated Effectiveness Pursuant to Section 19(b)(2)

The proposed rule change is effective upon filing pursuant to Section
19(b)(3)(A)(i) of the Act™ and Rule 19b-4(f)(1) thereunder,* in that the proposed rule
change constitutes a stated policy, practice, or interpretation with respect to the meaning,
administration, or enforcement of an existing rule of FINRA. FINRA proposes to
implement the revised Series 7 examination program on November 7, 2011. FINRA will

announce the implementation date in a Regulatory Notice.

13 15 U.S.C. 78s(b)(3)(A)(i).

14 17 CFR 240.19b-4(f)(1).
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8. Proposed Rule Change Based on Rules of Another Self-Regulatory
Organization or of the Commission

Not applicable.
9. Exhibits
Exhibit 1. Completed notice of proposed rule change for publication in the

Federal Reqister.

Exhibit 3a.  Revised Content Outline for the Series 7 Examination.

Exhibit 3b.  Revised Selection Specifications for the Series 7 Examination.
FINRA has requested confidential treatment for the Series 7 revised selection
specifications, and thus the specifications are omitted from this filing. The Series 7
revised selection specifications have been filed separately with the Commission pursuant
to SEA Rule 24b-2.7

Exhibit 3c.  Letter to Alden S. Adkins, Senior Vice President and General
Counsel, NASD Regulation, Inc. from Belinda Blaine, Associate Director, Division of

Market Regulation, SEC, dated July 24, 2000.

15 17 CFR 240.24b-2.
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EXHIBIT 1
SECURITIES AND EXCHANGE COMMISSION
(Release No. 34- ; File No. SR-FINRA-2011-045)

Self-Regulatory Organizations; Financial Industry Regulatory Authority, Inc.; Notice of
Filing and Immediate Effectiveness of Proposed Rule Change to Revise the Series 7
Examination Program

Pursuant to Section 19(b)(1) of the Securities Exchange Act of 1934 (“Act”)* and
Rule 19b-4 thereunder,? notice is hereby given that on , Financial
Industry Regulatory Authority, Inc. (“FINRA”) (f/k/a National Association of Securities
Dealers, Inc. (“NASD”)) filed with the Securities and Exchange Commission (“SEC” or
“Commission”) the proposed rule change as described in Items I and Il below, which
Items have been prepared by FINRA. FINRA has designated the proposed rule change as
“constituting a stated policy, practice, or interpretation with respect to the meaning,
administration, or enforcement of an existing rule” under Section 19(b)(3)(A)(i) of the
Act® and Rule 19b-4(f)(1) thereunder,* which renders the proposal effective upon receipt

of this filing by the Commission. The Commission is publishing this notice to solicit

comments on the proposed rule change from interested persons.

! 15 U.S.C. 78s(b)(1).

2 17 CFR 240.19b-4.

3 15 U.S.C. 78s(b)(3)(A)(i).
4 17 CFR 240.19b-4(f)(2).
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l. Self-Requlatory Organization’s Statement of the Terms of Substance of the
Proposed Rule Change

FINRA is filing revisions to the content outline and selection specifications for
the General Securities Representative (Series 7) examination program.” The proposed
revisions update the material to reflect changes to the laws, rules and regulations covered
by the examination and to better reflect the functions and associated tasks performed by a
General Securities Representative and the relationships between the different components
of the outline. FINRA is not proposing any textual changes to the By-Laws, Schedules to
the By-Laws, or Rules of FINRA.

The revised content outline is attached. The Series 7 selection specifications have
been submitted to the Commission under separate cover with a request for confidential
treatment pursuant to SEA Rule 24b-2.°

The text of the proposed rule change is available on FINRA’s website at

http://www.finra.org, at the principal office of FINRA and at the Commission’s Public

Reference Room.

1. Self-Requlatory Organization’s Statement of the Purpose of, and Statutory Basis
for, the Proposed Rule Change

In its filing with the Commission, FINRA included statements concerning the

purpose of and basis for the proposed rule change and discussed any comments it

> FINRA also is proposing corresponding revisions to the Series 7 question bank,

but based upon instruction from the Commission staff, FINRA is submitting SR-
FINRA-2011-045 for immediate effectiveness pursuant to Section 19(b)(3)(A) of
the Act and Rule 19b-4(f)(1) thereunder, and is not filing the question bank for
Commission review. See Letter to Alden S. Adkins, Senior Vice President and
General Counsel, NASD Regulation, from Belinda Blaine, Associate Director,
Division of Market Regulation, SEC, dated July 24, 2000. The question bank is
available for Commission review.

6 17 CFR 240.24b-2.
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received on the proposed rule change. The text of these statements may be examined at
the places specified in Item IV below. FINRA has prepared summaries, set forth in
sections A, B, and C below, of the most significant aspects of such statements.

A. Self-Requlatory Organization’s Statement of the Purpose of, and Statutory
Basis for, the Proposed Rule Change

1. Purpose

Section 15A(g)(3) of the Act” authorizes FINRA to prescribe standards of
training, experience, and competence for persons associated with FINRA members. In
accordance with that provision, FINRA has developed examinations that are designed to
establish that persons associated with FINRA members have attained specified levels of
competence and knowledge, consistent with applicable registration requirements under
FINRA Rules. FINRA periodically reviews the content of the examinations to determine
whether revisions are necessary or appropriate in view of changes pertaining to the
subject matter covered by the examinations.

NASD Rules and the rules incorporated from NYSE?® require that a

“representative,” as defined in the respective rules,’ register and qualify as a General

! 15 U.S.C. 780-3(9)(3).

The current FINRA rulebook consists of (1) FINRA Rules; (2) NASD Rules; and
(3) rules incorporated from NYSE (“Incorporated NYSE Rules”) (together, the
NASD Rules and Incorporated NYSE Rules are referred to as the “Transitional
Rulebook™). While the NASD Rules generally apply to all FINRA members, the
Incorporated NYSE Rules apply only to those members of FINRA that are also
members of the NYSE (“Dual Members”). The FINRA Rules apply to all FINRA
members, unless such rules have a more limited application by their terms. For
more information about the rulebook consolidation process, see Information
Notice, March 12, 2008 (Rulebook Consolidation Process). For convenience, the
Incorporated NYSE Rules are referred to as the NYSE Rules.

’ See NASD Rule 1031(b) and NYSE Rule 10.
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Securities Representative,'® subject to certain exceptions.* The Series 7 examination is

the FINRA examination that qualifies an individual to function as a General Securities

Representative.

A committee of industry representatives, together with FINRA staff, recently

undertook a review of the Series 7 examination program. As a result of this review,

FINRA is proposing to make revisions to the content outline to reflect changes to the

laws, rules and regulations covered by the examination and to better reflect the functions

and associated tasks performed by a General Securities Representative and the

relationship between the different components of the content outline.

10

11

See NASD Rules 1031(a) and 1032(a); NYSE Rules 345.10 and 345.15(2); and
NYSE Rule Interpretation 345.15/02.

If a representative does not engage in municipal securities activities, NASD and
NYSE Rules permit the representative to register and qualify as a United
Kingdom Securities Representative (Series 17) or Canada Securities
Representative (Series 37/38). See NASD Rule 1032(a); and NYSE Information
Memoranda Nos. 91-09 (March 21, 1991) and 96-06 (March 8, 1996). FINRA is
filing proposed revisions to the Series 17 and Series 37/38 examination programs
in conjunction with this filing. See SR-FINRA-2011-046; SR-FINRA-2011-047
and SR-FINRA-2011-048. NASD and NYSE Rules also provide that a
representative is not required to register as a General Securities Representative if
the person’s activities are so limited as to qualify such person as an Investment
Company and Variable Contracts Products Representative (Series 6) or a Direct
Participation Programs Representative (Series 22). See NASD Rules 1032(a)(1),
(b) and (c); NYSE Rule 345.15(3); and NYSE Rule Interpretation 345.15/02.
Additionally, NASD Rules provide that a representative is not required to register
as a General Securities Representative if the person’s activities are so limited as to
qualify such person as an Order Processing Assistant Representative (Series 11),
Options Representative (Series 42), a Corporate Securities Representative (Series
62), Government Securities Representative (Series 72) or Private Securities
Offerings Representative (Series 82). See NASD Rules 1032(a)(1), (d), (e), (9)
and (h); and NASD Rules 1041 and 1042. Finally, certain representatives are
subject to an additional registration and qualification requirement, Equity Traders
(Series 55), or are subject to a separate registration and qualification requirement,
Investment Banking Representatives (Series 79). See NASD Rules 1032(f) and

().
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Current Outline

The current content outline is divided into seven critical functions performed by a

General Securities Representative. The following are the number of questions associated

with each of the seven functions, denoted 1 through 7:

1:

2:

3:

4:

5:

6:

7:

9 questions

4 questions
123 questions
27 questions
53 questions
13 questions

21 questions

Each function also includes the tasks associated with performing that function.

Further, the outline includes a section listing the applicable laws, rules and regulations

with cross-references to the related functions and associated tasks.

Proposed Revisions

FINRA is proposing to divide the content outline into five major job functions

performed by a General Securities Representative. The following are the five major job

functions, denoted F1 through F5, and the number of questions associated with each of

the five functions:

F1: Seeks Business for the Broker-Dealer through Customers and Potential

Customers, 68 questions;

F2: Evaluates Customers’ Other Security Holdings, Financial Situation and

Needs, Financial Status, Tax Status, and Investment Objectives, 27
questions;
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F3: Opens Accounts, Transfers Assets, and Maintains Appropriate Account
Records, 27 questions;

F4: Provides Customers with Information on Investments and Makes Suitable
Recommendations, 70 questions; and

F5: Obtains and Verifies Customer’s Purchase and Sales Instructions, Enters
Orders, and Follows Up, 58 questions.

Additionally, each job function includes certain tasks describing activities
associated with performing that function. FINRA is proposing to revise the outline to
better reflect the functions and associated tasks performed by a General Securities
Representative.

The revised content outline also includes a knowledge section describing the
underlying knowledge required to perform the major job functions and associated tasks
and a rule section listing the laws, rules and regulations related to the job functions,
associated tasks and knowledge statements. There are cross-references within each
section to the other applicable sections.

As noted above, FINRA also is proposing to revise the content outline to reflect
changes to the laws, rules and regulations covered by the examination. Among other
revisions, FINRA is proposing to revise the content outline to reflect the adoption of rules
in the consolidated FINRA rulebook (e.g., FINRA Rule 3240 (Borrowing From or
Lending to Customers)).

FINRA is proposing similar changes to the Series 7 selection specifications and

question bank. The number of questions on the Series 7 examination will remain at 250
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multiple-choice questions,*? and candidates will continue to have six hours to complete
the examination.

Currently, a “scaled score” of 70 percent is required to pass the examination.”> A
scaled score of 72 percent will be required to pass the revised examination.

Municipal Securities Activities

Currently, pursuant to MSRB Rule G-3, either the Municipal Securities
Representative (Series 52) examination or the Series 7 examination qualifies an
individual to function as a Municipal Securities Representative. FINRA is proposing to
revise the Series 7 examination to reduce the emphasis on municipal securities activities.
FINRA understands that the MSRB will file with the Commission a proposed rule change
to amend MSRB Rule G-3 to provide that an individual qualifying as a Municipal
Securities Representative by passing the Series 7 may only engage in municipal securities
sales to, and purchases from, customers.

Availability of Content Outlines

The current Series 7 content outline is available on FINRA’s website, at
www.finra.org/brokerqualifications/exams. The revised Series 7 content outline will

replace the current content outline on FINRA’s website.

12 Consistent with FINRA’s practice of including “pre-test” questions on certain

qualification examinations, which is to ensure that new examination questions
meet acceptable testing standards prior to use for scoring purposes, each
examination includes 10 additional, unidentified pre-test questions that do not
contribute towards the candidate’s score. Therefore, the examination actually
consists of 260 questions, 250 of which are scored. The 10 pre-test questions are
randomly distributed throughout the examination.

13 The examination questions are randomly selected from the question bank, which

may result in slight variations in the difficulty of the examinations. The use of a
scaled score is intended to place the examinations on equal ground.
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FINRA is filing the proposed rule change for immediate effectiveness. FINRA
proposes to implement the revised Series 7 examination program on November 7, 2011.
FINRA will announce the proposed rule change and the implementation date in a

Requlatory Notice.

2. Statutory Basis

FINRA believes that the proposed revisions to the Series 7 examination program
are consistent with the provisions of Section 15A(b)(6) of the Act,** which requires,
among other things, that FINRA rules must be designed to prevent fraudulent and
manipulative acts and practices, to promote just and equitable principles of trade, and, in
general, to protect investors and the public interest, and Section 15A(g)(3) of the Act,*
which authorizes FINRA to prescribe standards of training, experience, and competence
for persons associated with FINRA members. FINRA believes that the proposed
revisions will further these purposes by updating the examination program to reflect
changes to the laws, rules and regulations covered by the examination and to better
reflect the functions and associated tasks performed by a General Securities
Representative.

B. Self-Requlatory Organization’s Statement on Burden on Competition

FINRA does not believe that the proposed rule change will result in any burden
on competition that is not necessary or appropriate in furtherance of the purposes of the

Act.

14 15 U.S.C. 780-3(b)(6).
1 15 U.S.C. 780-3(9)(3).



Page 20 of 75

C. Self-Requlatory Organization’s Statement on Comments on the Proposed
Rule Change Received from Members, Participants, or Others

Written comments were neither solicited nor received.

II. Date of Effectiveness of the Proposed Rule Change and Timing for Commission
Action

The foregoing rule change has become effective pursuant to Section 19(b)(3)(A)
of the Act'® and paragraph (f)(1) of Rule 19b-4 thereunder.” FINRA proposes to
implement the revised Series 7 examination program on November 7, 2011. FINRA will

announce the implementation date in a Regulatory Notice.

At any time within 60 days of the filing of the proposed rule change, the
Commission summarily may temporarily suspend such rule change if it appears to the
Commission that such action is necessary or appropriate in the public interest, for the
protection of investors, or otherwise in furtherance of the purposes of the Act. If the
Commission takes such action, the Commission shall institute proceedings to determine
whether the proposed rule should be approved or disapproved.

V. Solicitation of Comments

Interested persons are invited to submit written data, views and arguments
concerning the foregoing, including whether the proposed rule change is consistent with

the Act. Comments may be submitted by any of the following methods:

16 15 U.S.C. 78s(b)(3)(A).
o 17 CFR 240.19b-4(f)(2).



Page 21 of 75

Electronic Comments:

° Use the Commission’s Internet comment form

(http://www.sec.gov/rules/sro.shtml); or

. Send an e-mail to rule-comments@sec.gov. Please include File Number

SR-FINRA-2011-045 on the subject line.

Paper Comments:

. Send paper comments in triplicate to Elizabeth M. Murphy, Secretary,
Securities and Exchange Commission, 100 F Street, NE, Washington, DC
20549-1090.
All submissions should refer to File Number SR-FINRA-2011-045. This file number
should be included on the subject line if e-mail is used. To help the Commission process
and review your comments more efficiently, please use only one method. The
Commission will post all comments on the Commission’s Internet website

(http://www.sec.gov/rules/sro.shtml). Copies of the submission, all subsequent

amendments, all written statements with respect to the proposed rule change that are filed
with the Commission, and all written communications relating to the proposed rule
change between the Commission and any person, other than those that may be withheld
from the public in accordance with the provisions of 5 U.S.C. 552, will be available for
website viewing and printing in the Commission’s Public Reference Room, 100 F Street,
NE, Washington, DC 20549, on official business days between the hours of 10 a.m. and 3
p.m. Copies of such filing also will be available for inspection and copying at the
principal office of FINRA. All comments received will be posted without change; the

Commission does not edit personal identifying information from submissions. You
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should submit only information that you wish to make available publicly. All
submissions should refer to File Number SR-FINRA-2011-045 and should be submitted

on or before [insert date 21 days from publication in the Federal Register].

For the Commission, by the Division of Trading and Markets, pursuant to
delegated authority.'®
Elizabeth M. Murphy

Secretary

18 17 CFR 200.30-3(a)(12).
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INTRODUCTION

The Series 7 Examination is the General Securities Representative Qualification Examination. The examination is
developed and maintained by the Financial Industry Regulatory Authority (FINRA). This content outline provides a
comprehensive guide to the topics covered on the General Securities Representative Qualification Examination
{Series 7). The outline is intended to familiarize examination candidates with the range of subjects covered on the
examination, as well as the depth of knowledge required. Sample questions are also included to acquaint candidates
with the types of multiple-choice questions used on the examination. Itis recommended that candidates refer to the
content outline as part of their preparation to take the examination. Candidates are responsible for planning their
course of study in preparation for the examination.

THE PURPOSE OF THE SERIES 7 EXAMINATION

The Series 7 Examination is designed to assess the competency of entry-level General Securities Representatives.
Itis intended to safeguard the investing public by helping to ensure that General Securities Representatives are
competent to perform their jobs. Given this purpose, the Series 7 Examination seeks to measure the degree to which
each candidate possesses the knowledge, skills and abilities needed to perform the critical functions of a registered
representative (RR). For more information about the permissible activities of a General Securities Representative,
please see NASD Rule 1031, which can be viewed in the FINRA Rule Manual through the following web link:
www.finra.org

ELIGIBILITY REQUIREMENTS

The candidate must be associated with and sponsored by a FINRA member firm to be eligible to take the Series 7
Examination. For more information on eligibility requirements, please see NASD Rule 1031, which can be viewed in
the FINRA Rule Manual through the following web link: www.finra.org

APPLICATION PROCEDURES

The FINRA member firm that sponsors the applicant must file a Uniform Application for Securities Industry
Registration or Transfer (Form U4) in the Central Registration Depository (CRD®) and request the Series 7
Examination on the Form U4.

DEVELOPMENT OF THE SERIES 7 CONTENT QUTLINE AND EXAMINATION

DEVELOPMENT OF THE SERIES 7 CONTENT QUTLINE

The Series 7 Content Outline was developed based on the results of a job analysis study of General Securities
Representatives. The job analysis process included collecting data about the job functions, tasks and required
knowledge of registered representatives from a wide variety of firms using a variety of data collection techniques,
including a survey of RRs. Under the guidance of FINRA staff and using data collected from the job analysis, a task
force comprised of RRs identified and described five major job functions performed by RRs. For each major job
function, the task force identified tasks that RRs perform and the underlying knowledge required of an RR to perform

© 2011 FINRA, All rights reserved. FINRA and other trademarks of the Financial industry Regulatory Authority, Inc. may not be used without
permission
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July 24, 2000

Mr, Alden S. Adkins
Senjor Vice President & General Counsel
NASD Regulstion, bic.

1735 K Street, N W,

Weshingion, D.C. 20006-1500

Re:  Procedure for Filings Relating to Qualification Examinations

Flaen
My, AdRHE:

1 s writing 10 inform you of a change in the filing reguirements for proposed
rule changes involving quelification examinations for associsted persons. In the past, the
Division sequired the SROs to file question banks for new examinstions for Commission
approval pursuant 10 Stction 19(b)(2) of the Exchange Act. The Division also required
SROs 10 file questions being sdded 10 the question bank for Commission approval.

The Division has decided that it is no Jonger necessary for SROs 10 file new exam
for Commission approval under Section 19(b)2). In the future, any new

question banks

exarminations should be filed &s pon-controversial role changes for immediste
efiectiveness pursuam 1o Seciion 19(b)(3)(A) of 1be Exchange Act and Rule 15b-4(f)(6)
{hereunder. As you know, Rule 19b-4{{)(6) requires the SRO 10 give notice to the

Commission of i1s intent to file 2 proposed rule chunge five dsys before doing s0. During
Djvision will determine if the proposed rule change is

the five days prior 1o filing, the
sppropristely filed a5 pon-conuoversial. To sssist us in our analysis, please include s
complete description of the exzmination in your rule filing. For example, the proposed
rule chenge should address who will be required 10 1ake the exam, what informetion the
exam will cover, the time &lloned for each scction, the weight essigned 10 each topic, the
effective cte of the exam 1eguisement, end any other informaton that would be helpful
10 vs in determining whether the proposal should become cfJective on filing, Also,
pursvam 10 Rule 19b-4(f)(6), the rule chenge should be designated as effecting a chanpe
ignificantly efiect the protection of invesiors of the public inerest, does not

1hat does not £
impose any significant burden on competition and, by s terms, does not becomse
operstive for 30 days afier the date of the fling.

Dear



Page 75 of 75

Alden S. Adkins
Pepe 2

Filings.3o, modify an existing examination should be submftte:d s ".cc‘snslinning a
prectice, or imerpieiztion with respect 1o the meaning, administration of

d poli
sizied poicy, ™ pursvant to Section )9(X3)(A) of the Exchange Act.

enforcement of an exiniing rule...
Our gosl in changing 1hese procedures is 10 expedite the effectiveness of proposed

rule changes involving examinstion requirements for persons associated with SRO
membeyss. Plesse contact Kathy England, Assisiant Director, a1 202-942-0154, or Xarl

Varnes, Special Counsel, ot 202-542-7125, if you have any questions.

Sincerely,

Belinda Blaine
Associate Director
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