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�
ALL REGISTERED REPRESENTATIVES AND SUPERVISORY PERSONNEL MUST SIGN A COPY OF THIS PAGE !�PRIVATE ��


I HAVE RECEIVED, THOROUGHLY READ, AND FULLY UNDERSTOOD THE SUPERVISORY PROCEDURE MEMORANDUM INCLUDING THE TWENTY (20) PROHIBITED ACTS, FROM WHICH REGISTERED REPRESENTATIVES ARE SPECIFICALLY PROHIBITED BY FIRM POLICY. I UNDERSTAND AND AGREE TO COMPLY WITH ALL TERMS, CONDITIONS, POLICIES, PROCEDURES, AND PROHIBITIONS.
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Signature
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Name
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Date
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BIG J Securities, Inc.





Joshua Levine - Director of Compliance





SUPERVISORY PROCEDURE MEMORANDUM








As a Registered Representative you are expected to know and obey all relevant rules and regulations of the NASD. This manual is not intended to replace the NASD rule manual, which is always available for your reference. Instead, this manual outlines BIG J Securities’ unique procedures and policies. It also serves as positive evidence of the individuals responsible for supervising each area of business.





Every employee of BIG J Securities is assigned to an immediate supervisor. If you do not know who your supervisor is, ask Joshua Levine, Director of Compliance. If you ever have any questions regarding NASD rules or BIG J procedures and policies you can always turn to your supervisor for help. If you are unsatisfied with the help your supervisor provides, you should refer your question to the compliance director.












































Copy Date:  11/1/94
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�
(1)	SUPERVISORY PERSONNEL





Within the office the following persons are hereby designated in writing as supervisors with the respective areas of responsibility designated.  These supervisory people have been selected on the basis of qualifications, i.e. specifically, licensing regulations; experience; background; and character.  Each and every addition to the position of supervisory will be presented to and approved by the Board of Director(s) of the Company.  It is the Company’s position that the proper selection and installation of supervisory personnel will be a key factor in conducting the Company’s business on a high moral and ethical plane.  Full authority to enforce an associated person’s compliance with the standards of conduct, both moral and ethical, will be given to the designated supervisor (hereinafter referred to as “designated person”).





Supervisor�
Area of Responsibility�
Qualifications�
�
�
�
�
�
Joshua Levine�
Financial & Operational Activities�
Series 27�
�
Joshua Levine�
Review of Customer Orders�
Series 24�
�
Joshua Levine�
Acceptance of Customer Accounts�
Series 24�
�
Joshua Levine�
Volume Reporting�
Series 7�
�
Joshua Levine�
Free Riding and Withholding�
Series 7�
�
Joshua Levine�
Trading and Market Making�
Series 7�
�
Joshua Levine�
Insider Trading�
Series 7�
�
Joshua Levine�
Books and Records�
Series 27�
�
Joshua Levine�
Advertising�
Series 24�
�
Joshua Levine�
Supervision of Associated Persons�
Series 24�
�
Joshua Levine�
SOES Order Entry Clerk�
Series 24�
�
�
�
�
�
�
�
�
�
Other Designated Persons�
�
�
�
�
�
�
�
Joshua Levine�
ACT Scanner�
None�
�
Joshua Levine�
CRD Liaison�
None�
�
 (2)	CUSTOMER RELATIONS





All correspondence dealing with the solicitation of securities transactions with customers must be reviewed and approved by the designated branch manager. This includes any newsletters or form letters you may send to customers.


(3)	CUSTOMER COMPLAINTS





With respect to customer complaints, any complaint directed to or uncovered  by a RR will be entered as a matter of record and will be kept in the corporate office. If you receive any sort of complaint, even if you feel it is unfounded, you must report it to your supervisor immediately. This includes verbal complaints, made in person or on the phone!  Failure to report any complaint will be dealt with harshly. The designated G.P.  will have the absolute right to determine the disposition of such customer complaints.


�
(4)	CUSTOMER SUITABILITY AND DUE DILIGENCE





All associated persons will continually determine each customer’s investment objectives and desires.  These objectives and desires will be evaluated with respect to each client’s circumstances and financial condition Investments will not be allowed nor recommended which are not compatible with the objectives and desires of each customer. Just because a customer is willing to do a trade does not make him suitable to do so! If you have ANY question as to the suitability of a customer, check the customer’s New Account Form and ask your supervisor. 


The Designated G.P. (s) will review each R.R.’s activity at least monthly to determine that the accounts are not executing unsuitable trades. 


 (5)	NEW ACCOUNTS





All new accounts opened with the Company will require the Company’s acceptance of such account.  Acceptance will be acknowledged by the designated person’s signing of all New Account Forms.  Customer Accounts shall be accepted by the Designated branch manager who is responsible for verification of the account information and compliance with applicable laws, regulations and rules.  


All new Discretionary Accounts must be specifically approved by the Compliance Manager. Do not execute any discretionary trades for a new account until you have the New Account forms approved by the Compliance Manager! Executing discretionary trades without proper approval will be grounds for IMMEDIATE dismissal. All signatures on the Discretionary Forms must be original. 


Customer Accounts will be spot checked by Designated G.P. (s)  no less than annually to assist in detecting and preventing violations of, and achieving compliance with applicable laws, regulations and rules.


�
 (6)	MUTUAL FUNDS





It shall be a policy of the Company that since mutual funds are designated as long-term investments rather than vehicles for quick, speculative profit-making, associated persons are to be discouraged from switching a customer from one mutual fund to another.


No associated person may recommend that a customer switch from one mutual fund to another except in circumstances where there has been a clear change in the customer’s investment objectives and the investment objectives of the fund into which the customer is switching meets his changed needs and objectives.  


In instances where a customer’s investment objectives have actually changed, so that a fund with a different investment objective has become more suitable to his needs, the transaction will be processed only if accompanied by a letter from the customer or executed subscription agreement.


Where a customer, on his own initiative, and without any solicitation by the associated person, decides to effect a change of investment, such transaction will be processed only if accompanied by a letter prepared by the customer requesting such change. This does not pertain to movement within a family of funds without any commission charge or change into a no-load fund.  


Any transaction that is found not to comply with the foregoing requirements will be reviewed, and when appropriate the order may be reversed with a full charge back of commissions against the associated person’s commissions earned.


Further, it shall be a policy of the Company that the Company shall prohibit the sale of mutual fund shares to prospective investors for an amount just below the point at which sales charges are reduced on quantity transactions unless the customer has been made aware of the economic consequences of such a purchase.  Associated persons are required to advise customers of the savings available in a purchase above the breakpoint and the ability to use letters of intent, when available, to potentially reduce commission charges.


Where an application for a purchase is submitted which may raise a breakpoint question either with respect to the current purchase itself, or in conjunction with prior purchases, the Designated Branch Manager shall be responsible for making an investigation, based on the information available from the customer’s client file, into the circumstances of such sale(s), including, where necessary, communication with the customer.  Remedial action shall be taken by the Designated G.P. (s) on behalf of the Company, where warranted.


�
(7)	CONDUCT OF ACCOUNTS





All customer orders are to be entered through the Company’s main office or an authorized branch office who has received written authorization from the home office and shall be reviewed and accepted on behalf of the Company by the Designated Branch Manager and Spot Checked by the Designated G.P. (s) at the home office.


No order will be accepted from any person other than the account owner, unless an acceptable power of attorney is on file, and it is against the Company’s policy for any associated person to have a power not previously approved in writing by a designated principal, regardless of his/her relationship to the customer.  It is the responsibility of the Designated Branch Manager to enforce this rule and to notify the Designated G.P. (s) in the home office of an problems.


All customer orders must contain the customer’s account number.  Any change in the name of an account made subsequent to the execution of an order shall be approved by the Designated G.P. (s) at the home office.


All customer orders for a new account of the Company, must be accompanied by a completed New Account Form, a customer order ticket/subscription agreement.


All checks and securities are to be sent directly to the appropriate clearance firm, mutual fund, unit trust issuer, etc.  If a check or security is sent in to the main office or branch, the following procedures are to be used.


Delivery and Acceptance of checks and securities - In all instances checks received by an associated person must be delivered same business day to the clearance firm, mutual fund, unit trust issuer, etc.  No associated person shall hold a customer’s check overnight.  Bonded runners will be used to forward checks to the appropriate clearance firm, when available, or over-night delivery services used. 





All customer orders for “pink sheet” items under $5 and/or listed or NASDAQ securities under $3 must be unsolicited and must be transacted along with a disclaimer letter, unless previous approval is received by a principal of the firm.


�
(8)	REGISTRATION, CERTIFICATION AND TERMINATION OF EMPLOYEES





Prior to employment, all potential employees backgrounds will be checked by Designated G.P. (s)  using one (1) or more of the following:


A.	Telephone call to previous employer;


B.	Letter to previous employer;


C.	Personal contact with previous employer;


D.	Review of Form U5 filings made by previous employer(s); or


E.	Review of Pre-Hire Report obtained through NASD/CRD.





All letters, notes on conversation, etc., may be kept as a part of the employee’s permanent file.


All new associated persons to become registered with the Company with the NASD shall receive an application package consisting of the following materials:


1.	Form U4, Application for Securities Industry Registration;


2.	One fingerprint card.  Associated persons should make arrangements 		 		to be fingerprinted;


3.	Supervisory Procedures Memorandum;


	


Following an associated person’s receipt of the application package, the associated person shall complete the Form U4 application and one original fingerprint card and return same to the Designated Branch Manager or the Designated G.P. (s) at the home office for filing with the NASD.


At this same time, it shall be Designated G.P. (s) responsibility to ensure that the appropriate employee files are established for each new associated person.


If the associate person is registered via the TAT system, the associated person must complete his U-4 & fingerprints as prescribed by the NASD.


Upon receipt of the completed Form U4s and fingerprint cards, all form filings are accurate and made with the NASD on a timely basis.  A copy of each associated person’s Form U4, fingerprint card, and related correspondence should be maintained in each associated person’s employment file.


If examinations are requested for the associated person, the amendment page of the U-4 will be kept in the associated persons file. Should an associated person fail a qualification examination, The advisory message will be filed after review by the Designated G.P. (s) at the home office.


Upon termination of any associated person a copy of said individual’s Form U5 Notice of Termination should be retained in the associated persons’ file with the Company.  Terminations for cause, involuntary Terminations and Form U5 filings containing a “yes” response to item 13 or 14, should be reported in detail to the NASD on the back of Form U5.  A copy of the associated persons U-5 will be mailed to the said individual within 30 days of termination.


No RR should ever call CRD directly.  The only person authorized to represent the firm when dealing with CRD is the CRD Liaison.  The CRD liaison will inform RR’s of any deficiencies in their fillings, and will be responsible for clearing these deficiencies in a timely manner.


(9)	RECORDKEEPING





It is the Company’s intent to conduct all recordkeeping in a highly sophisticated and ethical manner.  All accounting records will be maintained on a daily basis in order to comply with the regulations relative to net capital requirements and other regulated practices in this area.  In accordance with Schedule C of the NASD by-laws the Company designates Joshua Levine as its Financial and Operations principal responsible for the financial reporting duties specified in SEC Rules 17a-3 and 17a-4 and with the primary responsibility for books and records under section (c)(v) contained therein.


It shall be Joshua Levine’s responsibility to insure that the Company maintains at a minimum the following books and records for the period of time prescribed by SEC Rule17a-4:


1.	Balance Sheets - no less than monthly.


2.	Income Statements - no less than monthly.


3.	Trial Balance - no less than monthly.


4.	Net Capital Computation - no less than monthly.


5.	Focus I Schedule A Reports - no less than monthly.


6.	Focus IIA Reports - no less than Quarterly.


7.	Cash Receipt and Disbursement 


8.	Purchase and Sales 


9.	Securities Position Record.


10.	Order Memorandums.


13.	Customer Statements.


14.	SIPC 6.


15.	SIPC 7.	


16.	Annual Audit and Annual NASD Assessment Reports.








On an annual basis, the  Designated S-27 shall review the annual certified audit as to its accuracy and compliance with SEC and NASD rules and regulations.  A copy of each year’s executed annual audit report shall be made a part of the Company’s permanent files.


On a quarterly basis, the Designated S-27 shall review and/or prepare the FOCUS IIA Report and such other financial reports as may be required to be filed with the SEC, NASD or state regulatory authorities.  Such review and approval shall be performed by Designated S-27 before transmittal of each FOCUS IIA Report.  A copy of each quarter’s executed FOCUS IIA Report shall be made a part of the Company’s permanent files.


On a monthly basis (or more frequently if necessary),the  Designated S-27 shall review and/or prepare the FOCUS I Report, Net Capital Computation and Statement of Aggregate Indebtedness pursuant to SEC Rule 15c3-1, and such other financial reports as may be required to be filed with the SEC, NASD or state regulatory authorities.


When using the NASD PC-FOCUS program for filing FOCUS Part I and IIA reports, the Designated S-27 will make a print out of the confirmation page after  transmitting the report. This printout will be filled with the report. 





�
(10)	COMPLIANCE MEETINGS





All associated persons shall attend mandatory annual compliance meetings to be held by the Designated G.P. (s) at the home office.  Such compliance meetings shall cover at a minimum, (i) a review of the Company’s product mix and method of operation of each associated person with an emphasis on compliance issues relating thereto;  (ii) a question and answer period in which the Company’s associated persons may ask any question he or she may have and receive authoritative guidance concerning compliance issues relating thereto;  (iii) a review of regulatory developments, firm policies, and similar information; and firm policies and recent regulatory developments and or cases dealing with insider trading, churning of client accounts, unauthorized trading, private securities transactions, and other recent regulatory developments of interest to the Company.  As evidence of attendance of such compliance meetings, attendance records will be maintained by the Company which shall reflect the date and location of the meeting, those in attendance and the subjects discussed.  This requirement is not limited to associated persons engaged in retail sales and therefore extends to all associated persons of the Company. Each branch will conduct an annual compliance meeting.


In addition to the annual meeting, the G.P. will meet with RR’s as necessary to update them on any relevant NASD or SEC rule changes. All RR’s are expected to read the NASD Member Bulletin. 


	  


(11)	REVIEW OF SUPERVISORY PROCEDURES





A review of the Company’s written supervisory practices and procedures will be conducted no less than annually and shall be reviewed by the Director of Compliance.


A copy of the Company’s written supervisory procedures shall be maintained at every branch office and Office of Supervisory Jurisdiction of the Company to ensure adequate supervision.  The Company shall amend its written supervisory procedures as appropriate and within a reasonable time after changes occur in the business of the Company at its principal office, any branch office and or office of supervisory jurisdiction and in applicable securities laws and regulations.





(12)	SUPERVISION OF ASSOCIATED PERSONS





All associated persons shall be assigned to a qualified supervisor of the Company (Exhibit “A”).  The ratio of associated persons to supervisory principals shall not exceed 10:1.  Further, all associated persons shall be responsible for familiarizing themselves with the Company’s Written Supervisory Procedures.


In accordance with Article III, Sections 40 and 43 of the NASD Rules of Fair Practice, no associated person shall accept compensation from any other person, or entity, as a result of any business activity, other than as a result of a passive investment, outside the scope of his/her relationship with the Company unless he/she has provided prompt written notice to the Company prior to entering into such compensatory relationship, and the Company has approved such relationship in writing. This includes ALL outside business activity, no matter how incidental it may seem to you. This covers everything from a paper route to independent computer consulting.


At least annually the Board of Directors and supervisory personnel shall conduct a meeting to review business mix, regulatory changes, and direction of business.


(13)	ADVERTISING





All advertising is to be submitted to Designated G.P. (s) for review and approval on behalf of the Company, at least 15 days prior to intended use.  Accordingly, the Designated G.P. (s), on behalf of the Company, shall be responsible for maintaining a record of all advertising utilized by the Company together with a copy of such bearing the Designated G.P.’s written approval as evidence of compliance with applicable laws, regulations and rules. Be aware that advertising includes more than just ads in publications; for example , “cold call” form letters sent to prospective customers need to be approved by a Designated G.P. prior to use.


(14)	INSIDER TRADING





All associated persons shall be assigned to a qualified supervisor of the Company (Exhibit “A”).  It shall be the policy of the Company to require all registered representatives to provide the Company with a list of all affiliations, either directly or indirectly, with any publicly registered company.  Such listing to include the name of the company, the nature of the affiliation, the percentage ownership (either direct or indirect), and the date in which their affiliation first existed.  It shall be the policy of the Company to request duplicate statements and confirmations from other SEC registered broker/dealers for each registered representative to the Company, who may have an account with such dealer(s). Such statements shall be reviewed and cross referenced monthly by the Designated G.P. (s) with regards to trading activities in public corporations listed on the individual’s disclosure list.





All associated persons of the Company are expressly prohibited from misusing “inside” or nonpublic “proprietary” information as such terms are defined herein for purposes of this section.  No associated person may purchase or sell a security or cause the purchase or sale of a security for any account while in possession of inside information relating to that security.  Further, no associated person may recommend or solicit the purchase or sale of any security while in possession of inside information relating to that security.  No associated person may disclose inside information to others except disclosures (made in accordance with the Company’s policies and procedures) to other Company personnel or persons outside the Company (such as the Company’s outside legal counsel or the client’s attorney’s or accountants) who have a valid business reason for receiving such information.


No associated person may purchase or sell or cause the purchase or sale of a security for an employee or employee-related or proprietary account of the Company before the investing public has had time to receive and react to material research information, opinions, or recommendations released by the Company relating to such security.  Generally, the security will be placed on the Restricted List from the time of release of the material research until public dissemination is judged by the Designated G.P.(s) to be complete - generally within 48 hours of release.  No associated person may purchase or sell or cause the purchase or sale of a security for an employee or employee-related account or a proprietary account of the Company or an account over which an employee exercises investment discretion, while in possession of proprietary information concerning a contemplated block transaction in the security or for a customer account when such customer has been provided such information by any associated person.  A copy of the Restricted List shall be made available to all associated persons of the Company.


�



Specific Trading Limitations


a.	No purchase or sale of securities may be made for an Employee or Employee-Related Account if the transaction is prohibited by the Restricted List.  Employees should check whether a security is on the Restricted List before making a purchase or sale for an Employee or Employee Related Account.


b.	With respect to securities on the Company’s recommended list, the following transactions may not be made for an Employee or Employee-Related Account:  short sales or purchases of put options for any purpose within the first ten (10) days after the related company or security is placed on the recommended list, and thereafter, only to hedge a position.


c.	No purchases or sales of securities should be made for an Employee or      Employee-Related Account based on information learned from customers or derived from customer accounts.


d.	No purchases may be made for an Employee or Employee-Related Account of securities in a “hot issue” with respect to which the Company is acting as an underwriter.  Regardless of whether an offering would be deemed to be a “hot issue” by NASD or SEC standards, no securities may be allocated to any Employee or Employee-Related Account so long as there remain unfilled orders of Company customers.


e.	No purchase or sale of securities may be made for an Employee or Employee-Related Account if the employee knows or has reason to know that a security is the subject of undisseminated Company material research.





The Director of Compliance has overall responsibility for developing and maintaining policies and procedures for handling inside and proprietary information. The Designated G.P. (s) shall be responsible for the implementation of these policies and procedures.


�
(15)	BACK OFFICE PROCEDURES





It shall be the responsibility of the Designated Branch Manager and/or the Designated G.P. (s) at the Home Office to review new account handling procedures, order entry procedures, receiving order reports, trade tickets/blotters, trading account position blotter, Regulation T extensions, sellout records, daily commission/ticket blotters, confirmations, money line reports, commission/TEFRA blotter, customer daily cash disbursements and deposit ledgers, securities receipt and deliver blotters, W-9/W-8 ledgers, and ACATS outstanding reports.


The following back office procedures shall be adhered to by all associated persons under the direct supervision of the Designated G.P.(s):


A.	New Account Procedures:





1.	Make sure  the Designated Branch Manager and/or the Designated G.P.(s)  signs a new account form, together with and after preparation by responsible registered representative.


2. 	If this is a Discretionary Account, the Discretionary Form, with original signatures, must be approved and signed by the Compliance Manager.


3.	Review new account information for completeness.


4.	Assign new account number from new account blotter.


5.	Fax and/or call in information to the clearing firm.


6.	Send or fax to clearing firm.


7. 	Create a new file for the customer. Include in  the file all New Account Forms, along with copies of any written correspondence you may have had with the customer.


8.	Check screen next day to make sure account is set up properly or call new accounts department at the clearing firm.


�



B.	Order Procedures:





Orders may only be accepted by RR’s.  Non-registered personnel must forward all calls from customers to the appropriate RR. 





1.	Timestamp the order when received; 


	2.	Determine whether this is a short sale. You may have to check the customer’s positions to make this determination. If this is a short sale, mark the order as such.


3.	If this is a NYSE order, call the order desk at the Clearing Agent and relay the order. Always record  the name of the person you spoke to on the order. 


4.		Determine whether BIG J is a market maker in the stock. If we are, pass the order to the appropriate trader in the stock for execution.


5.		Determine whether the order is eligible for execution via SOES. The total order must be less than the SOES tier and must be for a public customer to be SOES eligible. If SOES eligible, direct the order to the SOES Order Entry Clerk.


6.		If the order is a market order or an in the money limit order, immediately phone or SelectNet a market maker on the inside market to execute the trade. If more than one market maker is on the inside market, always try to execute the order with a “preferred” market maker first. The list of “preferred” market makers will posted and distributed to RR’s.


7.	 	Finally, if the order is a limit order inside the market, or a not held order, indicate the limit price in the PRICE field of the ticket and try to execute the order by phone, SelectNet, or Instinet as appropriate. If outside the market and less than the SOES tier, enter the order into SOES. Otherwise, place the order into the open order file.


8.		After execution, write the execution price in the EXECUTION field on the ticket. Any agency ticket will be assigned a commission based on the firm commission schedule. Any commissions charged higher than the scheduled rate must be approved by the Designated G.P. (s).


	


C.	Receiving Order Reports:





1.	Receive report from the trader, trading desk, or workstation.


2.	Enter execution price if necessary.


3.	Time stamp the order for execution time.


4.	Check the Real Time Position System to verify that the trade registered correctly. If any term of the order registers incorrectly in the Position System, immediately alert your supervisor.


5.	All printed order tickets will be collected and filled as necessary during the day.





D.	Trading Account Positions:





1.	Reports are provided by the appropriate clearing firm and reviewed daily


2. 	Each trade will be given fixed limits as to maximum exposure and position. Exceeding this limits is grounds for immediate disciplinary action. 














E.	Extensions:





1.	The margin department for the appropriate clearing firm notifies the main office of any extensions.  The information from the registered representative as to the status of payment by customer is reflected back to the appropriate margin clerk.


2.	The appropriate clearing house sends the extension to the client


3.	Registered representatives with excessive extensions should be reported immediately by the Designated Branch Manager to the Designated G.P.(s) at the Home Office for review.


	 


F.	Sellouts:





1.	Upon notification from the appropriate clearing firm, notify registered representative.  Have registered representative inform you of status of payment by client.


2.	Request overnight or incoming wire information.


3.	If sellout is required, notify registered representative, notify trading and the Designated Branch Manager.


4.	When trading confirms execution of sellout, notify registered representative. 


5.	Excessive registered representative sellouts must be reported to  the Designated G.P.(s) at the Home Office.





G.	Daily Commission/Ticket runs:





1.	Delivered daily by the appropriate clearing firm. I is the RR’s responsibility to verify the accuracy of the commission runs for his accounts.


2. 	Should you disagree with the daily commission runs, notify your supervisor immediately.





H.	Incoming Mail:





1.	Open all mail, review and distribute to registered representatives.


2.	Check for customer complaints, customer checks, and customer securities.


3.	Correspondence from a regulatory agency is to be copied and directed immediately to Designated G.P. 





I.	Customer Complaints:





1.	Make three (3) copies of customer complaint and distribute and or file as follows:


1 copy to registered representative


1 copy to be filed in customer complaint file 


1 copy to be filed in registered representative’s personnel file 


2.	Complaints need to be addressed immediately and any reply should be attached to file copies.





M.	Money Lines:





1.	Review for outstanding or overdue debits 





N.	Research materials/news releases:





1.	Original to due diligence files.


2.	Copy to registered representatives.


3.	New due diligence package - make new manila file.








O.	Received Customer Funds and Securities Certificates:





1.	All customer funds and securities certificates must be logged into the blotter immediately.


2.	Make copies of checks and certificates (both sides of stock power if received).


Check certificates and stock power (if applicable) for errors.


3.	Place checks and certificates in pending envelope.


4.	Each afternoon,  it will be the responsibility of the Designated G.P. to make sure that all customer checks are promptly deposited in the Clearing Agent’s local bank account and that all customer certificates are forwarded directly to the Clearing Agent via overnight deliver.


5.    The deposit slips and airbill receipts will be filled with the daily blotter.





P.	W-9/W-8 Received:





1.	Verify customer account numbers and name.


2.	Make copy and file in W-9/W-8 file, margin agreement, or option agreement file.


4.	Send original to clearing firm.


5.	Have registered representative check account in two (2) days to make sure TEFRA code reflects receipt of paperwork.





Q.	All Other Legal Papers:





1.	Make copies of LOA’s, IRA documents, and all other documents.


2.	File copies in client account file and send originals to clearing firm.











R.	Customer Correspondence:





1.	Must be approved by the Designated Branch Manager or the Designated G.P.(s).


2.	Copy of approved correspondence must be filed in customer correspondence file.








S.	General Rules:


	 


1.	Customer requests - Any change to a customer account must be in writing from the client.  Check requests must be processed the same day.  Check the account to make sure there is no withholding requirement. Notify registered representative if there is paper work needed. Have the registered representative advise client that a check will be sent once the necessary paperwork has been received.


2.	Problems - Do not procrastinate over problems or mistakes, take care of ASAP.  Registered representatives with repeat problems, questionable excuses, etc. must be referred to the Designated G.P.(s) at the Home Office immediately.


3.	Business cards - Can only be ordered after approval by the Designated Branch Manager.  Title on card must be approved by the Designated G.P. at the Home Office .  


4.	Letterhead - Is for business use only!  Make copies for registered representative on letterhead only after correspondence is approved by the Designated Branch Manager or the Designated G.P.(s) at the Home Office. 


5.	Incoming ACATS - Stock cannot be sold for a client against an incoming ACAT.  Stock must be received and verified in the client account prior to any sale.


6.	Common Sense - Use it at all times!  If something doesn’t make sense or seems suspicious discuss with the Designated Branch Manager or the Designated G.P.(s) at the Home Office immediately, don’t guess.





�



(16)	SUPERVISORY GUIDELINES





In summary, it is necessary for all individuals with supervisory responsibilities with respect to operations of the Company, to follow these guidelines:


A.	All correspondence to customers must be reviewed and endorsed by the  Designated Branch manager or the Designated G.P.(s) prior to such correspondence leaving the office.


B.	All offices of supervisory jurisdiction, should they exist, shall be reviewed by the Designated G.P.(s) no less than annually on behalf of the Company.


C.	A designated supervisory person will periodically review customer accounts.


D.	No one in this Company is to carry a discretionary account for any customer, without prior approval from the Compliance Manager.


E.	All advertising is to be submitted to the Designated G.P. for review and approval on behalf of the Company.





The above requirements are for all persons in a supervisory capacity.


�
PROHIBITED ACTS


REGISTERED REPRESENTATIVES ARE SPECIFICALLY PROHIBITED BY FIRM POLICY FROM THE FOLLOWING:


1.	Warrant or guarantee the present or future value or price of any security or that any Company or issuer of securities will meet its objectives or obligations.


2.	Agree to repurchase at some future time a security from a client for their own account, or for the account of any other client.


3.	Raise money, or participate in the raising of money for real estate syndication other than as an agent of the Company.


4.	Raise money for charitable or political organizations without informing the Company.


5.	Borrow money or securities from a client.


6.	Accept gratuities from a client or anyone other than the Company.


7.	Arrange for the extension or maintenance of credit to or for any customer.


8.	Maintain a joint account in securities with any client or share any benefit with any client resulting from a securities transaction.


9.	Transfer any customer asset to own name or name of member of immediate family.


10.	Enter into any business transaction jointly with a client without the specific prior written approval of the Company.


11.	Forward, or agree to forward, confirmations or statements of account other than to the home or business address of the client.  Prohibited mailing addresses include but are not limited to the following:  (a) a registered representative’s address.


12.	The practice of law or giving of counsel customarily received from attorneys.  All representatives will refrain from distributing any legal forms unless they are stamped “Specimen”.


13.	Distribute unauthorized materials.


14.	Distribute authorized sales materials to individuals who have not been approved by the Company.


15.	Pay an unlicensed person(s) and/or split commissions with an employee of another Broker/Dealer firm without the approval of the Operations and Compliance Officer(s) of the Company and the company whose employee is involved.


16.	Pay any fees or other gratuities to any individual or Company for leads or sales.


17.	Offers and sales of new issues of securities shall be restricted only to individuals who satisfy the investment or suitability requirements which have been established by the issuer of the securities.


18.	In connection with the offer and sale of new issues of securities, all oral representations shall be restricted to matters set forth in the offering documents and other approved sales materials supplied to registered representatives of and by the Company.


19.	Commit the Company’s funds or bind the Company to any contract without receiving prior written approval from Company management. 


20.	Enter into any private placement or outside transaction with any client without specific written approval from the Company.


�
SHORT SALE PROCEDURES


WHEN SHORT SALES ARE PERMITTED


Short sales in NASDAQ NMS issues are restricted as per the “Bid Tick” test. A stock is considered to be on a downtick if the current bid is less than the previous bid. This “Bid Tick” is indicated on the NASDAQ workstation by a small arrow next to the inside market. When the “Bid Tick” is down, short sales can only be made at least 1/16 above the current inside bid.


MAKING AN AFFIRMATIVE DETERMINATION


NASD rules are clear; before effectuating a short sale for yourself or a customer, you must make an affirmative determination that you will be able to borrow the stock to make delivery.  You can make this determination by calling the stock loan department at the clearing agent. Be sure to make a notation on the order as to whom you spoke to in the stock loan department. There are certain stocks that are classified as “difficult to borrow” by the clearing agent. A list of these stocks will be regularly faxed to BIG J from the clearing agent. You should be familiar with this list.


SHORT SALES ON SOES


Short sales are permitted on SOES only in cases where there is a uptick “Bid Tick”, or in Small Cap stocks. The normal affirmative determination procedures should be followed.





�



PROCEDURES FOR PHONE BASED TRADING





Whenever you execute a trade over the phone with a market maker, always get the name other the person who executed the order with you.  Repeat the trade to the broker otherside before hanging up. Here is a sample script for executing a phone trade:


	BIG J: 		“Hello. This is Josh from BIG J Securities, who is this?”


	OTHER: 	“This is Frank, how can I help?”


	BIG J: 		“I have 1000 shares of XYZ to go at 10”


	OTHER:	“I’ll buy 500 shares of XYZ at 10”


	BIG J:		“Frank, I sold you 500 only XYZ at 10. Thanks.”


	Never leave any room for misunderstanding with an open order. If you do not execute a trade, always end the call by saying “Nothing done, Thanks.” In general, don't leave open orders with other brokers. You should use due diligence to execute all customer orders as quickly and at the best price possible.


	Don’t use nicknames for stocks when dealing with other brokers. While “Spinkey” might mean SPKNY to you and your customers, it might mean “U.S. Spinikey, Inc.” to the other trader. Always spell out the full symbol to the other trader. 


	If, while executing an order on the inside market, a market maker informs you that you are late, politely ask who was ahead. Verify with the market maker that he did make a print at his quoted price. If you feel that a market maker has violated the firm quote rule, inform your supervisor and file a backing away complaint with the NASD.


	Always report all phone trades on ACT immediately. Always use the ACT long form and type the name of the trader at the other firm in the MEMO field on the mask. Also, enter your initials in the BRSEQ field. After entering an ACT trade, check the unmatched ACT scans at least once every few minutes until the ACT matches. If the ACT trade does not match within 10 minutes, call the broker otherside to resolve the problem. In any case, if any ACT trade does not match with 15 minutes, bring it to the attention of your supervisor. 


	The G.P. will designate one person as the ACT scanner. Every day after the close the ACT scanner will check the ACT scans for unmatched trades. The scanner will bring any unmatched ACT trades to the attention of the trader as identified by the BRSEQ field, and if necessary the G.P. The ACT scanner may not leave the office until either the unmatched ACT scans are clear or the G.P. specifically gives the scanner permission to leave. 


	BIG J has specific phone lines designated for trading activities. This is the phone number is published to other market makers by NASDAQ. Do not make or receive personal calls on this number. The trading lines appear on all traders phone sets. You are responsible for answering these lines within 2-3 rings whenever possible. Always answer  the phone by saying “Trading.”


	Finally, always be polite when executing phone orders with other brokers. The rules of fair practice prohibit you from cursing on the phone. If a trader engages you in a non-professional way, do not reciprocate! If you are having a problem with a specific trader, inform your supervisor and he will determine whether a NASD complaint is warranted.


�
TRADING AND MARKET MAKING PROCEDURES





SUPERVISION OF TRADERS


Trading and market making activities are reviewed daily by the Designated GP.  Positions are checked via the hard copies supplied by the appropriate clearing firm or via computer access to the accounts.


Any trading position over $250,000 or 5,000 shares must be cleared by the Designated GP before execution.


DESIGNATION OF BACKUP TRADER


Each trader must designate a backup to update and maintain his market in case of an emergency. Remember, as a trader, you are responsible for honoring your market, whether you are on the desk or not! If for any reason you are unable to make the opening, call your backup and remind him to update your markets. 


UPDATING YOUR MARKET


Whenever you are presented with a phone or SelectNet order on your quoted market, always update your quote BEFORE giving a report. By updating your market first you will insure you can never get stuck making a double print. For example, you are high bid and a broker offers you 1,000 shares on your bid. You honor your market buy the full 1000 shares. As you go to update down, you are hit with 500 additional shares on SOES. If you update your market before giving report, you are protected from unintentional trades while still honoring your quote.


REGISTERING NEW MARKETS


Before programming to be a Market Maker in an issue, the trader must first get approval from the Designated G.P. and the FINOP. The G.P. and FINOP will make the determination based on the following criteria:


Would the additional market be permissible under BIG J’s Restriction Agreement?


Would the additional market be permissible at BIG J’s current Net Capital level?


Has BIG J made a market in this issue within the previous 20 business days? 


Does the trader have the necessary experience, skill, and free time to perform all the necessary Market Making functions?


Is this issue appropriate with regard to price, volatility, industry group, and number of other Market Makers for BIG J? 


What is the specific reason to be exposed to the additional risk of Market Making in the issue? (i.e. a large position, special knowledge)


Does BIG J have all of the documents required for due diligence under 15c2-11?


WITHDRAWING FROM MARKETS


The trader must notify the Designated G.P. before withdrawing from any market, giving a valid reason for the withdrawal. Traders will not be allowed to continually go in and out of stocks without just cause.  


�
SELECTNET PROCEDURES





	When entering a SelectNet order, you must designate the following on the order mask:


Short or Long Sale. Short Sales must have the SS designator.


Principal or Agency. You must correctly identify the nature of the order in the P/A field of the mask.


Override. Only put a  Y in the Override field if you are sure you mean to enter the price outside the market place. Do not get in the habit of always overriding. 





	The TEXT field in the SelectNet order mask should only be used to relay relevant information about the order. Never use the TEXT area to send a personal message to another trader.


	On SelectNet, it is possible to enter orders which may be completely erroneous; for example, selling PRGS at 5 when stock is at 55.  If you enter an erroneous order, try to cancel it as soon as possible. If the order is executed, call the broker otherside and explain the error. Be sure to get the name of the other trader. If the broker agrees to break the trade,  you must cancel the in the SelectNet scans. It is your responsibility to follow up if the SelectNet cancel message does not report to your workstation with 10 minutes. If you do not receive a cancel message with 15 minutes, or if the broker is unwilling to break the erroneous trade, alert your supervisor immediately.
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SOES PROCEDURES





ORDER SPLITTING


The SOES system was designed to execute customer agency order of 500 shares or less. As a Registered Rep, you must insure that the total size of any order entered on SOES does not exceed 500 shares. You are obligated to Know Your Customer, and determine if two orders in the same stock are in fact one larger order. The NASD rules say that any two orders in the same stock on the same side of the market with 5 minutes are in fact one order for purposes of SOES compliance.


WHEN TO USE SOES


SOES is good because it guarantees your customer the next available print. SOES is bad because BIG J does not receive order flow inducements on SOES orders and SOES carries with it many cumbersome compliance procedures. You should use SOES only if you have an urgent customer order in a fast market. Never use SOES in a slow market, you will be causing BIG J to have higher ticket costs, which will be passed on to you. Additionally, you may even be violating the Best Execution Rule. If you use SOES, you MUST be aware of the compliance issues involved. Do not use SOES unless you are 100% sure that an order is SOES eligible in all respects. 


HOW TO ENTER SOES ORDERS


Because of BIG J’s restriction letter, all SOES orders must flow though a designated SOES Order Entry workstation. The SOES Order Entry Clerk will check every SOES order for the following requirements before entering it:


Is this a non-retail customer order?


Is the total order size more than the SOES tier level shares of the stock?


Is this a short sale?


Has this customer executed a SOES order in this stock with in the last 5 minutes?


Is BIG J a market maker in this security?


Has this Rep done any discretionary trades in this stock within the past 5 minutes that could be aggregated to exceed the 500 share maximum?


Would using SOES to execute this order be inconsistent with the Best Execution Rule? (i.e. are there any orders on SelectNet or Instinet that would give the customer a better price?)


After passing all of these checks the SOES Order Entry Clerk will enter the order.
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The NASD Markup Policy


Section 4 of the NASD Rules of Fair Practice was enacted to address concerns about pricing abuses in the over-the-counter market.  Section 4 states in relevant part:


In “over-the-counter” transactions ... if a member buys for his own account from his customer or sells for his own account to his customer, he shall buy or sell at a price which is fair, taking into consideration all relevant circumstances, including market conditions with respect to the security at the time of the transaction, the expense involved, and fact that he is entitled to a profit...


In 1943 the Board of Governors of the NASD clarified Section 4 through the adoption of an interpretation setting forth its markup policy in which its pertinent part states:


It shall be deemed conduct inconsistent with just and


equitable principles of trade for a member to enter into


any transaction with a customer in any security at any


price not reasonably related to the current market price 


of the security.





In its interpretation, the Board expressed its view that, as a general guideline, a markup (i.e., that portion of the retail sales price that a dealer might add on to the current market price for the security as compensation for executing the transaction) should not exceed 5 percent.  In other words, markups for equity securities of greater than 5 percent above the current market price in a retail sales transaction are presumed to be excessive unless justified in light of other relevant factors.


The other relevant factors include:


1.	The type of security involved.


2.	The availability of the security in the marketplace.


3.	The amount of money involved in a transaction.


4.	The price of the security.


5.	Disclosure to the customer.


6.	The nature of the member’s business.





The Designated G.P. (s) during his monthly review of accounts also insure that the Markups charged in any account are appropriate and not excessive.�



Continuing Education Requirements


It will be the responsibility of the Director of Compliance to maintain the Continuing Education Roster, a list including each registered employee of the firm along with their CE Base date. The Director of Compliance will gently tap the shoulder of any registered employee at least one month before a pending obligation as a secret sign. This will insure that the obligation is fulfilled.





If any R.R. is the subject of significant disciplinary actions, the Director of Compliance should update this chart accordingly.





Registered Rep�
CE Base Date�
Next Obligation�
�
Joshua M. Levine�
5/21/87	�
5/21/97 - 10 Year Seminar�
�
�
�
�
�
�
�
�
�
�
�
�
�



The firm does not have any formal training program. It will be the responsibility of the senior staff to take newer, less experienced employees “under their wings” and teach them the ropes.  This is the best way to learn. If a particular employee just isn’t picking stuff up as fast as he should, the Director of Compliance should pull him aside and have a little talk with him.
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