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12 15 U.S.C. § 78c(a)(39) (1988 & Supp. 1993).
13 Amendment No. 1 as filed by the SROs revised

the language of the proposal to provide that an
order to re-enter the continuing education program
may be made by any securities governmental
agency or securities self-regulatory organization.
Previously, the proposal provided that such an
order was to be made only by the ‘‘Commission, any
securities self-regulatory organization or any state
securities agency.’’ See supra note 6.

14 Amendment No. 1 as filed by the SROs revised
the language of the proposal to clarify that the 120
day period would start to run upon a registered
person becoming subject to a statutory
disqualification as well as within 120 days of a
disciplinary action being final. Id.

15 Id.

16 See letter from John I. Fitzgerald, Executive
Vice President, Legal Affairs and Trading Services,
BSE, to Jonathan G. Katz, Secretary, SEC, dated
January 25, 1995.

17 See letter from Robert P. Goss, CFP, Executive
Director, CFPBS, to Secretary, SEC, dated January

4, 1995. The CFPBS establishes qualifications for
initial professional certification that include
education, examination, experience, and ethics
requirements. In addition, it develops and
administers continuing post-certification
requirements and disciplinary procedures for its
licensees. The CFPBS licenses nearly 30,000
persons in the United States, of whom
approximately 18,000 are licensed to sell securities.

18 MSRB Reports, Vol. 14, No. 4 (August 15,
1994).

1. because subject to any statutory
disqualification as defined in Section
3(a)(39) of the Act; 12

2. becomes subject to suspension or to
the imposition of a fine of $5,000 or
more for violation of any provision of
any securities law or regulation; or any
agreement with, or rule or standard of
conduct of, any securities governmental
agency, securities self-regulatory
organization, or as imposed by any such
regulatory or self-regulatory
organization in connection with a
disciplinary proceeding; or

3. is ordered as a sanction in a
disciplinary action to re-enter the
continuing education program by any
securities governmental agency or
securities self-regulatory organization.13

Re-entry begins with initial
participation within 120 days of the
registered person become subject to the
statutory disqualification, or the
disciplinary action becoming final, and
on three additional occasions thereafter,
at intervals of two, five, and ten years
after re-entry.14 Although the re-entry
provision applies notwithstanding that a
registered person has completed all or
part of the program requirements based
on length of time as a registered person
or completion of ten years of
participation in the program, it does not
apply any registered person whose
activities are limited solely to the
transaction of business on the floor with
the registered persons.15

C. The Firm Element
To satisfy the Firm Element of the

program, SRO members are required to
develop and administer training
programs to enhance the knowledge,
skills, and professionalism of their
registered sales, trading, and investment
banking personnel who have direct
contact with customers, and for the
immediate supervisors of such persons.
Members must prepare training plans
that take into consideration the
organization’s size, organizational
structure, scope of business activities,
and regulatory developments. In
addition, training plans should take

advantage of the feedback that will be
generated from the Regulatory Element
regarding the performance of covered
persons. At a minimum, programs used
to implement a member’s training plan
must be appropriate for the business
and associated risk factors, suitability
and sales practice considerations, and
applicable regulatory requirements, of
the securities products offered by the
member.

Members will be required to review
and, if necessary, update their training
plans annually. The SROs may require
their members, either individually or as
part of a group, to provide specific
training in any areas the SROs deem
necessary. Persons subject to the
training plan will have an affirmative
obligation to participate in the programs
identified by the member. Accordingly,
members will be required to maintain
records documenting the content of
their training programs and the
completion of the program by registered
persons covered under the plan.

The SROs will not pre-approve
training materials and programs
developed by members or providers.
The SROs will, however, communicate
regularly with members regarding their
expectations for the content of training
programs. As the program evolves, it is
expected that educational standards will
be defined by the SROs for products and
services where heightened regulatory
concerns exist.

D. Effective Date
The effective date for the Regulatory

Element portion of the program is July
1, 1995. Any person registered ten years
or less as of the effective date shall
participate initially within 120 days
after the occurrence of such person’s
second, fifth, or tenth registration
anniversary date, whichever anniversary
date first applies. The SROs intend that
the requirements of the Firm Element be
implemented in two steps under which
members will be required to have
completed their Firm Element plans by
July 1995, with actual implementation
of the plans no later than January, 1996.

III. Comments Received by the
Commission

The Commission received two
comment letters regarding the SROs’
proposals, one from the Boston Stock
Exchange (‘‘BSE’’),16 and the other from
the Certified Financial Planner Board of
Standards, Inc. (‘‘CFPBS’’).17 The BSE

supports the SROs’ proposals and
believes that implementation of the
continuing education program will
elevate the quality of the securities
markets and increase the level of service
and protection afforded investors.

The CFPBS is concerned that certain
requirements of the Firm Element could
impose continuing education
requirements beyond those currently
imposed by the CFPBS upon its
licensees. The CFPBS would like the
continuing education requirements
proposed by the SROs to be completely
reciprocal with those of the CFPBS.

While the Commission is sympathetic
to the concerns of the CFPBS, it believes
that the specialized knowledge expected
of individuals who are licensed to sell
securities warrant the imposition by the
SROs of educational requirements that
exceed those required by the CFPBS of
its licensees.

IV. Comments Solicited By the SROs

On August 15, 1994, the NASD
published Special Notice to Members
(‘‘NTM’’) 94–59 to request comment
regarding the NASD’s draft rules to
create a mandated continuing education
program for the securities industry.
thirty-three comment letters were
received in response, of which five
opposed the proposal, and the
remaining commenters either expressed
support for, or were not opposed to, the
proposal. In addition, on August 15,
1994, the MSRB published its proposed
Continuing Education Requirement,
Rule G–3, and subsequently received
five comment letters.18 The NYSE
received one comment letter.

A. Comments Regarding the Regulatory
Element

Several commenters expressed
concern about certain provisions of the
draft rules. These concerns include a
perceived ambiguity regarding when
registered persons must participate in
the Regulatory Element; the effects of
inactive status and how to reactivate
registration; and the apparent ability of
the SEC and the SROs arbitrarily to
mandate re-entry into the Regulatory
Element. The SROs subsequently
addressed these concerns in the


