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FINRA announced that new rules governing the registration and 
qualification of member firms’ associated persons will become effective on 
October 1, 2018.1  The new rules will require substantial changes to firms’ 
registration practices and procedures, including monitoring that each 
individual meets the qualification requirements for his or her role.  However, 
the rules include many grandfathering provisions that will limit the need for 
existing registered representatives and principals to pass new qualifying 
examinations. 

The amended FINRA Rule 1200 series will: 

 create a new two-tiered representative qualification system 
consisting of a general knowledge examination that all 
representative-level applicants must take (the Securities Industry 
Essentials or “SIE” examination) and an array of specialized 
knowledge examinations tailored to particular registered roles;   

 require firms to designate a Principal Financial Officer and a 
Principal Operations Officer; 

 allow firms to permissively register, or maintain the registration of, 
any associated person as a representative or principal, regardless 
of job function (including clerical or ministerial roles);   

 establish a waiver program for registered representatives who 
move to a financial services industry affiliate of the member firm; 
and 

 create new registration categories and eliminate certain 
uncommonly used registrations (see sidebar). 

Consolidated Registration Rules 
Beginning on October 1, 2018, all new representative-level applicants will 
be required to pass the SIE and a revised representative-level qualification 
exam (such as the revised General Securities Representative—or Series 
7—examination) before their registration can become effective.  The 
restructured program is designed to eliminate duplicative testing of general 
securities knowledge on the representative-level examinations by moving 
core content into the SIE.  Any individual interested in entering the industry 
can take the SIE, whether or not already an associated person of a firm. 
However, a person must become associated with a firm and pass the 

                                                                                                                           
1 See FINRA Regulatory Notice 17-30, available here.  The SEC approved the rule change on 
July 7, 2017.   
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Registration Categories 

The following representative-level 
registration categories will be 
retained: 

 Investment Company and 
Variable Contracts Products 
Representative (Series 6) 

 General Securities 
Representative (Series 7) 

 Direct Participation Programs 
Representative (Series 22) 

 Securities Trader (Series 57) 

 Investment Banking 
Representative (Series 79) 

 Private Securities Offerings 
Representative (Series 82) 

 Research Analyst (Series 86 
and 87) (Series 7 not required) 

 Operations Professional 
(Series 99) 

The following representative-level 
registration categories will be 
eliminated: 

 Order Processing Assistant 
Representative (Series 11) 

 United Kingdom Securities 
Representative (Series 17) 

 Canada Securities 
Representative (Series 38) 

 Options Representative 
(Series 42) 

 Corporate Securities 
Representative (Series 62) 

 Government Securities 
Representative (Series 72) 

 Foreign Associate 

http://www.davispolk.com/
http://www.finra.org/sites/default/files/Regulatory-Notice-17-30.pdf
https://www.sec.gov/rules/sro/finra/2017/34-81098.pdf
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appropriate additional qualifying examination(s) in order to be a registered 
representative or principal.  Most current and certain former registered 
representatives will be treated as though they have passed the SIE.2  The 
SIE will be subject to a four-year expiration period, while the representative-
level and principal-level qualification examinations will continue to lapse if 
an individual is not associated with a firm for two years.  Regulatory Notice 
17-30 provides helpful examples of how the new requirements will apply to 
former, current and future representative-level applicants, including 
individuals who will apply for registration as representatives on or before 
September 30, 2018, as well as guidance on the grandfathering of existing 
registrations and other transition issues. 

Other significant changes adopted by the new rules include: 

 Permissive Registrations:  Expanding the categories of 
permissive registrations to include any associated persons 
regardless of job function, including those in accounting or 
technology or those working solely in a clerical or ministerial 
capacity. 

 Permissively registered individuals would be considered 
associated persons and registered persons of a member 
firm, subject to all FINRA rules (as relevant to their activities), 
including rules that have general application to a registered 
person’s conduct.  Such individuals must adhere, for 
example, to FINRA Rules 3270 and 3280 relating to outside 
business activities and private securities transactions and 
satisfy the Continuing Education Regulatory Element. 

 Firms would be required to have supervisory procedures 
reasonably designed to ensure that permissively registered 
individuals do not engage in activities outside their permitted 
scope.   

 For an individual who solely maintains a permissive 
registration, firms would be required to assign a registered 
supervisor to this individual to be responsible for periodically 
verifying that the individual is not acting outside the scope of 
his or her assigned function. 

 Financial Services Affiliate Waiver Program:  Establishing a new 
waiver program for individuals registered with a member firm who 
move to a U.S. or non-U.S. financial services industry affiliate of a 
member firm, subject to the satisfaction of the conditions listed in 
the sidebar. 

                                                                                                                           
2 Specifically, the following individuals will be deemed to have passed the SIE: (i) those whose 
registration was terminated between October 1, 2014 and September 30, 2018, if they re-
register as representatives within four years from the date of their last registration; and (ii) 
those who register before October 1, 2018, if they continue to maintain such registration on or 
after October 1, 2018. 

Financial Services Waiver 
Conditions 

 Individual must have been 
registered as a representative or 
principal for (i) a total of five 
years within the most recent 
ten-year period prior to initial 
designation under the waiver 
program, and (ii) at least one 
year prior to initial designation 
with the designating member 
firm. 

 All waiver requests must be 
made within seven years of 
initial designation. 

 Initial designation and any 
subsequent designation must be 
made concurrently with the filing 
of Form U5. 

 Individual must have 
continuously worked for a 
financial services industry 
affiliate of a member firm since 
last Form U5 filing. 

 Individual must have complied 
with the Continuing Education 
Regulatory Element. 

 Pending or adverse regulatory 
matters, or terminations, that 
are reportable on Form U4, and 
statutory disqualification, are not 
permitted while eligible for a 
waiver. 
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 Individuals would be eligible for a single, fixed seven-year 
waiver period from the date of their initial designation.  During 
the seven-year period, an individual may move between a 
member firm and its affiliate, or to a different member firm.  
While the seven-year period may not be tolled or renewed, 
the individual is not required to return to the member firm that 
designated the individual as eligible for a waiver under the 
program.   

 Principal Financial Officer and Principal Operations Officer: 
Requiring all member firms to designate a Principal Financial 
Officer to oversee financial filings and related books and records 
and a Principal Operations Officer to oversee day-to-day operations 
of the business, including overseeing the receipt and delivery of 
securities and funds, safeguarding customer and firm assets, 
calculation and collection of margin from customers and processing 
dividend receivables and payables and reorganization redemptions 
and related books and records. 

 Both Principal Financial Officers and Principal Operations 
Officers must qualify and register as an Operations 
Professional (Series 99) and a Financial and Operations 
Principal (“FINOP”) or an Introducing Broker FINOP, as 
applicable.   

 A firm may designate multiple Principal Operations Officers, 
as long as the firm precisely defines and documents areas of 
primary responsibility, but may designate only one Principal 
Financial Officer. 

 Only firms that do not self-clear or provide clearing services 
(or obtain a waiver due to their limited size and resources) 
may designate the same person as the Principal Financial 
Officer, Principal Operations Officer and FINOP or 
Introducing Broker FINOP.  

 Three New Principal Registration Categories:  Establishing 
Compliance Officer, Investment Banking Principal and Private 
Securities Offerings Principal registration categories, each of which 
require passing the General Securities Principal (Series 24) 
qualification examination, in addition to the representative-level 
qualification examination for the particular function. 

 Temporary Principals:  Permitting firms to designate a registered 
representative to function as a principal for 120 calendar days, 
rather than 90 calendar days as currently permitted, before having 
to pass the appropriate principal-level qualification examination, 
subject to conditions. 
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