BEFORE THE NATIONAL BUSINESS CONDUCT COMMITTEE

NASD REGULATION, INC.

In the Matter of Redacted Decision
the Association of
Notice Pursuant to
X Rule 19h-1
Securities Exchange Act
asa of 1934
Generd Securities Representative SD98002
with
The Sponsoring Firm

This matter involves the association of X, a person subject to a statutory disqudification, as a
generd securities representative with, a member firm (“Sponsoring Frm” or “Frm”) located in New
Jarsey. A hearing in the matter was held in October 1997 before a subcommittee ("Hearing Pand") of
the Statutory Disgudification Committee ("SD Committee’) of NASD Regulation, Inc. ("NASD
Regulation”). X gppeared and was accompanied by a generd principa and financid and operations
principa (“the Proposed Supervisor”) at the Sponsoring Firm.

X has been employed in the securities industry for ten years, athough his previous employers
have not required that he be registered with the Association. From March 1986 through 1988 X was
employed as a margin and options andys a Firm A. From 1988 through 1996 X was an investment
andygs a Firm B.> In November 1996 X joined both Firm C as afinancid consultant trainee and dso
the Sponsoring Firm as a registered representative trainee. X tedtified that he has not performed any

! The names of the Statutorily Disqudified individud, the Sponsoring Firm, the Proposed
Supervisor, and other information deemed reasonably necessary to maintain confidentidity have been
redacted.

z Based upon X’ s testimony that he was employed by Firm B as an invesment andyst and that he
had contact with Firm B’s customers, the SD Committee will refer this case to didrict Saff to investigate
whether Firm B should have: (1) required X to register with the Association; and (2) disclosed X's
disqudifying event to the NASD during X’s employment there.
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securities-related business on behdf of the Sponsoring Firm and that this employment was limited to
preparing for the Series 7 examination, which he passed.

X issubject to a statutory disqudification as the result of his 1991 guilty pleain a State Superior
Court, to one felony count of conspiracy to distribute cocaine. X was sentenced to two years
probation, substance abuse evauation, and random urindysis. His probation terminated in July 1993,
without incident.

The Sponsoring Firm has been a member of the NASD since 1992 and sdls mutud funds,
variable products, and investment advisory services. The Sponsoring Firm employs seven registered
principas and 94 registered representatives a its office at in New Jersey. The Firm derives 50 percent
of its revenue from sdling investment advisory services and the remaining 50 percent from sdlling mutud
funds and variable products. The Sponsoring Firm handles few equities and clears on a fully disclosed
basis.

The Sponsoring Firm proposes to employ X as aregistered representative for the sale of mutud
funds, variable products, and investment advisory services. X will be supervised by the Proposed
Supervisor, who has been a generd principa since 1985 and a financiad and operations principa since
1986 and has no disciplinary history. The Sponsoring Firm has no formal disciplinary higtory.

At the hearing and in written submissions the Sponsoring Firm outlined the following supervisory
plan:

@ X and the Proposed Supervisor will be located in close proximity in the office;

2 The Proposed Supervisor will monitor and review X’s business correspondence and
telephone calls, new account forms, and securities order tickets;

3 X's activities will be limited to directing clients to the Sponsoring Firm for the sdle of
mutua funds, variable products, and investment advisory services.

The Sponsoring Firm employs no other individuas who are subject to a statutory disqudification and no
familid relaionship exists between X’s and his proposed supervisor. The Firm was last examined in
1997, and that examination was filed without action.

After careful review of the entire record in this matter, the NASD concludes that the Sponsoring
Firm’s application to employ X as a generd securities representative should be approved. We note that
X's probation was successfully terminated in 1993. He has been employed by Firm C since 1996
without incident. The Sponsoring Firm appears well structured to supervise X, in that the Firm has only
one office, has proposed a supervisory program to monitor X closdy, and has no prior disciplinary
history. In addition, his proposed supervisor has been a registered principa for 12 years and has no
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disciplinary hisory. The NASD certifies that X meets dl agpplicable requirements for the proposed
employment. The Sponsoring Firm is not a member of any other sdf-regulatory organization.

Accordingly, the gpplication of X to become associated as a general securities representative

with a Sponsoring Firm will become effective in 30 days unless otherwise notified by the Securities and
Exchange Commission.

On Behdf of the Nationa Busness Conduct Committee,

Joan C. Conley, Corporate Secretary



