a1 LPL Financial

Submitted electronically
December 6, 2024

Travis J. lles

Securities Commissioner

Texas State Securities Board

Thomas Jefferson Rusk State Office Building
208 E. 10%™ st.

Austin, TX 78701

Re: Proposed amendments to Title 7, Part 7, Chapter 115, the Texas Securities Act
Dear Commissioner lles,

LPL Financial LLC (“LPL”) is pleased to share our support for the proposed amendments to the Texas Securities
Act (the “proposal”). We believe that the proposal will align the Texas Securities Act with existing Federal
securities laws, promoting harmonization and supporting a vibrant in-state securities industry.

LPL appreciates the Commission’s approach to working with industry members during the rule review and
drafting period to ensure that stakeholder comments are thoughtfully considered. This has resulted in a rule
proposal that provides industry-supported updates to the existing Securities Act that will further strengthen
investor protection and streamline compliance requirements.

R Overview of LPL

LPL is a retail investment advisory firm, independent broker-dealer and registered investment adviser (“RIA”)
custodian operating in all 50 states. We are steadfast in our belief that Americans deserve access to
personalized guidance from a financial professional. LPL serves as a trusted partner to more than 28,000
financial professionals and the wealth management practices at approximately 1,200 financial institutions,
servicing and custodying approximately $1.7 trillion in brokerage and advisory assets on behalf of
approximately 6 million Americans.

We provide our financial professionals with the technology, research, clearing and compliance services and
practice management programs they need to serve their clients and create thriving businesses. Our financial
professionals offer investment and financial education, financial planning, access to investment products and
brokerage services, and personalized investment advice to investors seeking wealth management, retirement
planning, financial planning and asset management solutions. The majority of our affiliated financial
professionals are located in rural and suburban areas, and as such are viewed as local providers of independent
financial advice.

o

1. Support for the Proposal

The securities industry operates under a robust regulatory framework, and we are subject to both federal and
state securities laws. The U.S. Securities and Exchange Commission (“SEC”) is our prudential regulator,
supported by the Financial Industry Regulatory Authority (“FINRA”), the North American State Securities
Administrators Association (“NASAA”) and state securities commissions. Because of the complexity of the
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regulatory environment, it is important that laws are aligned in order to reduce compliance burdens, streamline
operations and create predictability for both financial professionals and the retail investors they serve.

In recent years, the SEC and FINRA have adopted new rules that have modernized the industry. We understand
that individual states must also update their securities statutes to recognize these advancements and
appreciate that Texas is doing so with a focus on adopting the new rules by reference, rather than using
misaligned language unique to the state. The new rules, including adopting Regulation Best Interest (“Reg BI”),
the SEC’s Marketing Rule, changes to continuing education and the new remote branch exam program,
represent meaningful, widely supported advances to our industry.

Adopting Regulation Best Interest by reference creates a uniform standard of conduct

LPL believes that Reg BI, which became effective in 2020, provides an appropriate level of protection for retail
investors by ensuring that financial professionals are always acting in the best interest of their clients. Since it’s
adoption, Reg Bl has meaningfully changed the way that financial professionals disclose conflicts of interest to
clients and provide appropriate documentation around rationale for investment recommendations. It also
provides important uniformity that allows all investors to clearly understand the obligations of financial
professionals when making recommendations and providing advice.

We believe that this uniformity is critical to upholding the regulatory regime and reducing complexity. When
states adopt varying standards of conduct, it creates unnecessary complexity, increases compliance costs and
reduces access to certain products and services. For these reasons, it is important for states to administer and
enforce a single standard of conduct for investment professionals. LPL sincerely appreciates Texas’s
commitment to upholding Reg Bl by adopting it by reference.

Further harmonization with federal securities laws ensures stability and predictability

The proposal also seeks to adopt three additional federal rules that have strong support from the financial
services industry because they modernized existing securities regulations. The SEC’s Marketing Rule provided
important clarity for investment advisers when marketing their services and subsequent state adoption removes
ambiguity around previous guidance for advertising services.

are the result of lessons learned during the coronavirus pandemic, when industry and regulators had to work

together to find a solution to travel restrictions. The remote inspections pilot program recognizes that branch

exams can be done effectively and efficiently using technology, allowing firms to prioritize in-person resources

for higher risk locations. We believe that the pilot program will show that remote exams are equally as effective

as on-site exams for low-risk branches and support this provision in the proposal. \

An additional provision in the proposal recognizes FINRA’s Remote Inspection Pilot Program and the new
definition of Residential Supervisory Location (“RSL”). Both remote inspections and the RSL definition change

Finally, LPL believes that the FINRA and NASAA programs that allow individuals to maintain their qualifications \x
through continuing education are important for preserving our diverse pipeline of talent. Many individuals are
forced to leave the industry to care for family members and the requirement to retake licensing tests to return
to the industry discouraged individuals from returning to their original careers. These complementary programs
will ensure that qualified, talented individuals are encouraged to return to the sector when life circumstances
permit.
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Thank you for your consideration of our comments. LPL applauds the thoughtful development of the proposed
rules as well as the partnership with stakeholders throughout the process. Please contact John Cronin at
John.Cronin@Iplfinancial.com with any questions or comments.

Sincerely,
Tom B

Tom Gannon
Executive Vice President
LPL Financial
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