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(Social networking, continued on page 2)

“There are some software companies and
technology companies that have done some things
around capturing Twitter, for example, but the
technology is still a big challenge for folks,” Doyle
says.

For networking sites and blogs, the guidance
differentiates between the “static” component versus
the interactive component. If your firm or one or
your reps sponsors a business-related blog, the
portion that doesn’t change – the static component
– must comply with Rule 2210 advertising
restrictions, which means the posting on that
component must be pre-approved by a principal at
the firm.

But material placed on the “real time” interactive
component of the blog doesn’t have to satisfy that
advertising rule, FINRA says. If your firm lets reps
have business-related blogs, you should make sure
you train them on how the rules differ for static
content versus interactive content, Doyle
emphasizes.

If a rep has a blog, sign up for the message that
alerts you for when the blog is updated so you can
monitor any changes that are placed on the static
portion of the blog, Doyle says.

Suitability
FINRA says its suitability requirements will apply

to recommendations made on social networking
sites. You won’t want to recommend specific
products on a site that everybody can see. The
sponsor of the site can set limits on who sees the
communications, but Doyle says most firms probably
will want to prohibit recommending specific
securities on interactive sites.

FINRA says, “as a best practice” you should
consider prohibiting any recommendations of
specific products in interactive communications, and
any hyperlink to the recommendation, unless a
registered principal signs off on it.

Social networking policy
could hold you liable for violations

If you or anyone in your firm uses a social
networking site or blog, you must retain and be able
to retrieve communications that are related to your
business, FINRA FINRA FINRA FINRA FINRA says in its new guidance on the use
of blogs and social networking sites. And that might
be a challenge.

The guidance  spells out which portions of
these forums will have to fit FINRA’s pre-clearance
advertising rules and which components won’t. The
self-regulatory organization ties the new guidance to
FINRA rules on supervision, advertising, and books
and records, so failure to follow the provisions could
result in you getting cited by an examiner, industry
pros warn.

“I think firms will be held accountable based on
the fact that [FINRA is] essentially telling you their
opinion on what the regulations say,” says BuddBuddBuddBuddBuddyyyyy
DoyleDoyleDoyleDoyleDoyle, founding principal and managing director of
Oyster Consulting LLCOyster Consulting LLCOyster Consulting LLCOyster Consulting LLCOyster Consulting LLC, based in Glenn Allen, Va.

The guidance “basically codifies what everyone’s
been thinking,” says AmAmAmAmAmy Ly Ly Ly Ly Lyncyncyncyncynchhhhh, president of
FFFFFrrrrrontLine Compliance,ontLine Compliance,ontLine Compliance,ontLine Compliance,ontLine Compliance, LLC LLC LLC LLC LLC, a regulatory
compliance consulting firm based in Leesburg, Va.
and New York.

Retaining and retrieving communications might
be tough to do, industry pros say, although FINRA
says some companies are developing systems that
can do this.



BD Week  •  9737 Washingtonian Blvd., Suite 100  •  Gaithersburg, MD 20878-7364  •  Fax (301) 287-2535

PAYMENT OPTION 1 — Charge $1,595 to my credit card.

PAYMENT OPTION 2 — Enclosed is my check or money
order for $1,595 made payable to UCG (TIN: 52-1130564).

PAYMENT OPTION 3 — Bill my company for $1,595.

February 1, 20102

Social networking (cont. from pg. 1)

Name _________________________________________________________

Title ___________________________________________________________

Firm __________________________________________________________

Address _______________________________________________________

City _____________________________State __________ Zip __________

Telephone (______) ____________________________________________

Fax (______) ___________________________________________________

E-mail address _________________________________________________

For fastest service, call TOLL FREE (866) 777-8567 
or fax this card to (301) 287-2535.

SUBSCRIPTION CERTIFICATEBDWEEK

Card  #  ____________________________________________________

Exp. Date _______________Signature___________________________
* Discount applies to new subscribers only.

You’re supposed to supervise communications
on social media sites.  This, too, can be a huge
challenge.  You will be able to monitor the static
information on reps’ sites, but the interactive parts
will be tougher. FINRA says you can use methods
such as sampling and lexicon-based methodology.

FINRA is discouraging firms from allowing social
networking sites to be used by reps with a history of
being a compliance risk, especially if that history
includes sales practice violations. Doyle says that’s a
good idea. “Any good supervisory, compliance person
ought to be worried about people who pose
compliance risks,” he said.

Lynch says many firms will deal with the new
guidance by prohibiting any business from being
conducted on social networking sites.

Require an attestation from reps that they are
complying with your firm’s policy, Lynch advises.

“Even a prohibition is not going to be enough
because you can ban your reps from doing it but
how do you then prove that they’re not [doing it]?”
he says.  Doyle said the same thing. “Firms just can’t
control that kind of activity,” Doyle says.



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




