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As the novel coronavirus (“COVID-19”) continues to spread and its impact on the U.S. financial market 

rapidly intensifies, brokers and dealer are presented with significant financial or operational challenges 

and risks. The SEC started taking action as early as of February 2020, granting continued assistance to and 

relief for advisors impacted by COVID-19.1 On March 18, 2020, FINRA also published a FAQ with regards 

to COVID-19, listing a number of conditional temporary relief for member firms from certain regulatory 

obligations (as identified below).2 Earlier this month, FINRA also published a notice encouraging member 

firms to review their business continuity plans (“BCPs”) to ensure they fit the effect of an infectious-

disease pandemic on each firm’s operations and risk profile.3  

A. SEC Relief and Recommendations 

I. Consolidated Audit Trail (“CAT”) No Action Letter  

On March 17, 2020, SEC staff issued a no-action letter regarding the FINRA and the national securities 

exchanges (the “SROs”)’ enforcement of their CAT compliance rules through May 20, 2020.4 Absent relief, 

reporting was to begin April 20, 2020, for Large Industry Members (and later for Small Industry Members). 

II. Rule 17f-2 Fingerprinting Exemption 

On March 20, 2020, the SEC issued a conditional exemptive order5 temporarily exempting (i) transfer 

agents (TAs) from the requirements of Sections 17A and 17(f)(1) of the Securities Exchange Act of 1934 

(the “Exchange Act”), as well as Rules 17Ad-1 through 17Ad-11, 17Ad-13 through 17Ad-20, and 17f-1 

thereunder, and (ii) TAs “and other persons subject to such requirements, from the [fingerprinting] 

requirements of Section 17(f)(2) of the Exchange Act and Rule 17f-2 thereunder… ”. As broker-dealers and 

their partners, directors, officers, and employees are subject to Rule 17f-2, the order applies to them, and 

firms relying on this order should email written notice to the SEC at tradingandmarkets@sec.gov by May 

30, 2020, listing they are relying on the order, with a description of the specific exempted provisions they 

are unable to comply with and explanation on its failure to comply, in good faith. 

III. Relief under the Investment Advisers Act of 1940 (the “Advisors Act”) 

 
1 See SEC Coronavirus (COVID-19) Response (March 24, 2020), available at https://www.sec.gov/sec-coronavirus-
covid-19-response. 
2 See FINRA Frequently Asked Questions Related to Regulatory Relief Due to the Coronavirus Pandemic (March 18, 
2020), available at https://www.finra.org/rules-guidance/guidance/faqs/coronavirus. 
3 See FINRA Regulatory Notice 20-08 (Mar. 9, 2020), available at https://www.finra.org/rules-guidance/notices/20-
08. 
4 See “Update on Consolidated Audit Trail; Temporary COVID-19 Staff No-Action Letter; Reducing Cybersecurity 
Risks” (March 17, 2020), available at https://www.sec.gov/news/public-statement/statement-clayton-cat-covid-
19-nal-cybersecurity-2020-03-17. 
5 See Order under Section 17a And Section 36 of the Securities Exchange Act of 1934 Granting Exemptions from 
Specified Provisions of the Exchange Act and Certain Rules Thereunder (March 20, 2020), available at 
https://www.sec.gov/rules/exorders/2020/34-88448.pdf. 
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On March 13, 2020, the SEC published an order6 conditionally exempting an SEC registered investment 

advisor from certain filing and delivery requirements under the Advisers Act in relation to Form ADV 

amendment filing under Rule 204-1, delivery of Form ADV Part 2 (or a summary of material changes) to 

existing clients under Rule 204-3(b)(2) and (b)(4), and Form PF filing requirements under Section 204(b). 

Further, “exempt reporting advisers” are conditionally exempted from the requirements under Rule 204-

4 to file reports on Form ADV. 

To rely on these exemptions, the registered investment advisor or exempt reporting advisor must (i) show 

it is unable to meet a filing deadline or delivery requirement due to current or potential effects of COVID-

19; (ii) promptly provide to the SEC via email at IARDLive@sec.gov and disclose on its public website (or 

promptly notify its clients and/or private fund investors if there is no website) its reliance on the order, a 

brief explanation on its failure to file or deliver Form ADV on a timely basis, and the estimated date by 

which it expects to file or deliver the document; and (iii) file the Form ADV or Form PF (as applicable), and 

deliver any required documents under Rule 204-3(b)(2) and (b)(4) of the Advisors Act, as soon as 

practicable, but no later than 45 days after the original due date for filing or delivery. 

This relief is limited to filing or delivery obligations for which the original due date is on or after the date 

of the SEC’s order (March 13, 2020) but on or prior to April 30, 2020. 

IV. Relief under the Investment Company Act of 1940 (the “Company Act”) 

Also on March 13, 2020, the SEC published an order7 granting conditional exemptive relief in four areas 

under the Company Act, and provides “no-action” relief in connection with prospectus delivery 

requirements, as summarized below. 

• In Person Meeting Relief: a registered management investment company or a business 

development company (“BDC”), and any investment adviser of or principal underwriter for such 

company is exempted from the requirements under Sections 15(c) and 32(a) and Rules 12b-1(b)(2) 

and 15a-4(b)(2)(ii) that votes of board of directors the of such a company be cast in person. This 

relief is limited to the period from and including the date of the order (March 13, 2020) to June 

15, 2020. 

• Form N-CEN and Form N-PORT Relief: registered funds that are required to file Form N-CEN 

pursuant to Rule 30a-1, or Form N-PORT pursuant to Rule 30b1-9 are exempted from those form 

filing requirements. This relief is limited to filing obligations for which the original due date is on 

or after the date of the order but on or prior to April 30, 2020. 

• Shareholder Report Transmittal Relief: registered management investment companies and 

registered unit investment trusts are temporary exempt from Section 30(e to transmit annual and 

semi-annual reports to investors and unitholders. This relief is limited to transmittal obligations 

for which the original due date is on or after the date of the order but on or prior to April 30, 2020. 

 
6  See “SEC Takes Targeted Action to Assist Funds and Advisers, Permits Virtual Board Meetings and Provides 
Conditional Relief from Certain Filing Procedures” (March 13, 2020), available at https://www.sec.gov/news/press-
release/2020-63. 
7 See Order under Section 6(C) and Section 38(A) of the Investment Company Act of 1940 Granting Exemptions from 
Specified Provisions of the Investment Company Act and Certain Rules Thereunder; Commission Statement 
Regarding Prospectus Delivery, available at https://www.sec.gov/rules/other/2020/ic-33817.pdf. 
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• Closed-End Fund and BDC Filing Relief: closed-end funds and BDCs are temporary exempt from 

the requirement to file with the SEC notices of their intention to call or redeem securities at least 

30 days in advance under Sections 23(c) and 63, as applicable, if the company files a Form N-23C-

2 with the SEC fewer than 30 days prior to, including the same business day as, the company’s call 

or redemption of securities of which it is the issuer. This relief is limited to the period from and 

including the date of the order to June 15, 2020. 

• Prospectus Delivery “No-Action” Relief: the SEC stated that it would not recommend an SEC 

enforcement action if a registered fund does not deliver to investors its current prospectus where 

the prospectus is “not able to be timely delivered because of circumstances related to COVID-19.” 

The delivery must have been originally required on or after the date of the order (March 13, 2020) 

but on or prior to April 30, 2020. Note: This relief does not apply to deliveries required in 

connection with the initial sale of shares to an investor. 

To rely on each relief, the registered entity must comply with a number of conditions, which include 

showing COVID-19’s impact, prompt notification to the SEC, public statement requirement, and prompt 

filing/delivery/transmittal post delay, among others. Please contact us for more details. 

It is important to note that these SEC relief have been provided on a conditional basis, and funds and 

advisers might find that certain conditions are not as easy to meet as one might hope. The public 

statement requirement, for one, might be difficult to comply with in practice as funds may be reluctant 

to publicly disclose why they could not meet a certain requirement. In addition, it is unclear how the said 

conditions will be interpreted. “Prompt” delivery, for instance, begs the question on what would be 

considered “prompt”, as the order does not in itself provide any guidance or timeframe. Based on our 

experience, the power of interpretation is usually vested with the SEC and its staff, leaving advisers and 

funds with uncertainty as to whether and how to proceed. With the crisis hopefully passing soon, what 

might follow is potentially multiple SEC examinations and enforcement actions if one does not act with 

caution. We highly recommend funds and advisors to contact experienced securities attorneys before 

taking any action. If you have any questions of interpretation or assistance with compliance with the relief 

provided by the orders, we are here to help. 

V. No Action Recommendation Relating to Rule 302(b) on Manual Signatures 

On March 24, 2020, The Division of Corporation Finance, the Division of Investment Management, and 

the Division of Trading and Markets of the SEC announced in their staff statement that their staff will not 

recommend the SEC to take enforcement action with respect to Rule 302(b) which requires each signatory 

to electronically filed documents to manually sign or otherwise acknowledge his or her signature before 

or at the time the electronic filing is made, if the signatory retains a manual signature or a written 

acknowledgment indicating the date and time when the signature was executed and the filer establishes 

and maintains policies and procedures governing this process.8 

B. FINRA Relief and Recommendations 

I. Extension of Filing Deadlines – Annual Reports and FOCUS Reports 

 
8 See SEC Staff Statement Regarding Rule 302(b) of Regulation S-T in Light of COVID-19 Concerns (March 24, 2020), 
available at https://www.sec.gov/corpfin/announcement/staff-statement-regarding-rule-302b-regulation-s-t-light-
covid-19-concerns. 
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Under Rules 17a-5 of the Securities Exchange Act of 1934 (“SEA”), every broker/dealer registered with the 

SEC is required to file an annual report no later than 60 calendar days after fiscal year end. The same rule 

also requires registered brokers and dealers to file Financial and Operational Combined Uniform Single 

(“FOCUS”) reports no later than 17 business days after month-end.   

The temporary lift provides any FINRA member that (1) meets the exemptive provisions in SEA Rule 15c3-

3(k) or (2) files a Part IIA FOCUS Report a 30 calendar day extension for submitting to FINRA their annual 

report related to fiscal years ending in January 2020 through March 2020 and a 10 business day extension 

for submitting any FOCUS report related to a period ending in February 2020 through April 2020.  

II. Extension of Qualification Requirements for Registered Persons Functioning as Principals 

for a Limited Period 

FINRA Rule 1210.04 allows eligible individuals to function in a principal capacity for 120 calendar days 

before having to pass the appropriate examination(s). Due to the temporary closing of the Prometric test 

centers in the U.S. and Canada for 30 days beginning March 18, 2020, FINRA is extending expiring 

qualification examination windows until May 31, 2020. Individuals who were designated to function as 

principals under Rule 1210.04 prior to February 2, 2020 will thus be given until May 31, 2020 (subject to 

FINRA’s further extension) to pass the appropriate examination(s).  

III. Relief Relating to Rule 1010 (Electronic Filing Requirements for Uniform Forms)  

FINRA is providing temporary relief from Rule 1010(c)’s requirement that initial and transfer Form U4 

filings bear manual (wet) signatures, permitting electronic filing if the applicant is provided a copy of the 

completed Form U4 before filing, the applicant provides, and the firm retains, a written acknowledgement 

from the applicant (which may be electronic) prior to filing, and a manual signature is obtained as soon as 

practicable. 

IV. Firms are Encouraged to Review their BCPs to Consider Pandemic Preparedness 

FINRA encourages member firms to review their BCPs in light of the pandemic and any disruption of 

business operation it may face, including issues in relation to staff absenteeism, use of remote offices or 

telework arrangements, travel or transportation limitations and technology interruptions or slowdowns. 

In those instances, FINRA encourages flexible and creative methods of continuing to provide reasonable 

supervision and compliance (recognizing that on-site branch inspections may not be appropriate in the 

near term). We recommend firms to test the broad use of remote offices or telework arrangements by 

associated persons prior to activating their BCPs and keep in close contact with their assigned FINRA Risk 

Monitoring Analyst to alert them of any potential issue and/or activation and implementation of their 

BCPs, if applicable. Amid postponement of any on-site inspection, we recommend firms to document 

contingent efforts to supervise activities at branch offices. 

FINRA points out that cyber-security risks are likely to increase alongside remote-work solutions. We 

recommend firms to review their surveillance against cyber threats and take steps to reduce the risk of 

cyber events through education and preventive measures. 

In preparation for increased phone calls and/or online activities, firms should ensure customers have 

access to their funds and securities in the event of a significant business disruption. If registered 

representatives are unavailable to service their customers, firms are encouraged to promptly place a 



notice on their websites indicating to affected customers whom they may contact concerning the 

execution of trades, their accounts and access to funds or securities. 

FINRA also urges firms to ensure that they have the appropriate emergency contacts set up so that FINRA 

has a reliable means of contacting them in the event of an emergency. We recommend firms to provide 

redundancy or a backup to the emergency contact(s). 

 

Conclusion 

In light of the COVID-19 pandemic, firms should already be considering what steps they need to take to 

mitigate stress while exercising diligence. We are available to discuss and provide guidance on any 

regulatory relief and/or obligations from SEC and FINRA related to COVID-19, including contacting agency 

staff if needed. In addition, we will continue to keep funds and advisers updated on any future significant 

SEC and FINRA announcements. For more information about the topics raised in this Legal Update, please 

contact us by clicking here. 
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