ATTACHMENT 1

REQUIREMENTS IMPOSED BY NASD RULE 1013




1013. New Member Appilication and Interview
(a) Filing of Application
(1) Where To File

An Applicant for Association membership shall file its application with the Department
of Member Regulation at the district office in the district in which the Applicant intends
to have its principal place of business as defined in Rule 1011(1).

(2) Contents
The application shall include:
(A) an original signed and notarized paper Form BD, with applicable schedules:

(B) an original signed paper Form U-4 for each Associated Person who is required
to be registered under the Ruies of the Association;

("C) an original NASD-approved fingerprint card for each Associated Person who
will be subject to SEC Rule 17f-2;
(D) a new member assessment report;
(E) a check for the appropriate fee:

(F) a detailed business plan that adequately and comprehensively describes all
material aspects of the business that will be, or are reasonably anticipated to be,
performed at and after the initiation of business operations, including future
business expansion plans, if any, and includes:

(i) a trial balance, balance sheet, supporting schedules, and computation of
net capital, each of which has been prepared as of a date that is within 30
days before the filing date of the application;

(ii) a monthly projection of income and expenses, with a supporting rationale,
for the first twelve months of operations;

(i) an organizational chart:

(iv) the intended location of the Applicant's principal place of business and all
other offices, if any, whether or not such offices would be required to be
registered under the Rules of the Association, and the names of the persons
who will be in charge of each office:

(v) a list of the types of securities to be offered and sold and the types of retail
or institutional customers to be solicited;

(vi) a description of the methods and media to be employed to develop a
customer base and to offer and sell products and services to custqmers,
including the use of the Internet, telephone solicitations, seminars, or mailings;

(vii) a description of the business facilities and a copy of any proposed or final
lease;




(viii) the number of markets to be made, if any, the type and volatility of the
products, and the anticipated maximum inventory positions;

(ix) any plan to enter into contractual commitments, such as underwritings or
other securities-related activities:

(x) any plan to distribute or maintain securities products in proprietary

positions, and the risks, volatility, degree of liquidity, and speculative nature of
the products:

(xi) any othe( agtivity that the Applicant may engage in that reasonably could
have a material impact on net capital within the first twelve months of business
operations; and

(xii) a description of the communications and operational systems the
Applicant will employ to conduct business with customers or other members
and the plans and procedures the Applicant will employ to ensure business
continuity, including: system capacity to handle the anticipated level of usage;
contingency plans in the event of systems or other technological or
communications problems or failures that may impede customer usage or firm
order entry or execution; system redundancies; disaster recovery plans;
system security; disclosures to be made to potential and existing customers
who may use such systems; and supervisory or customer protection measures
that may apply to customer use of, or access to, such systems;

(G) a copy of any decision or order by a federal or state authority or self-regulatory
organization taking permanent or temporary adverse action with respect to a
registration or licensing determination regarding the Applicant or an Associated
Person;

(H) a list of all Associated Persons;

(I) documentation of any of the following events, unless the event has been
reported to the Central Registration Depository:

() a regulatory action against or investigation of the Applicant or an
Associated Person by the Commission, the Commodity Futures Trading
Commission, a federal, state, or foreign regulatory agency, or a self-regulatory
organization that is pending, adjudicated, or settled;

(i) an investment-related civil action for damages or an injunction against the
Applicant or an Associated Person that is pending, adjudicated, or settled;

(iii) an investment-related customer complaint or arbitration that is required to
be reported on Form U-4;

(iv) a criminal action (other than a minor traffic violation) against the Applicant
or an Associated Person that is pending, adjudicated, or that has resulted in a
guilty or no contest plea; and

(v) a copy of any document evidencing a termination for cause or a permitted
resignation after investigation of an alleged violation of a federal or state
securities law, a rule or regulation thereunder, a self-regulatory organization
rule, or an industry standard of conduct;




(J) a description of any remedial action, such as special training, continuing
education requirements, or heightened supervision, imposed on an Associated
Person by a state or federal authority or self-regulatory organization;

(K) a written acknowledgment that heightened supervisory procedures and special
educational programs may be required pursuant to Notice To Members 97-19 for
an Associated Person whose record reflects disciplinary actions or sales practice
events;

(L) a copy of final or proposed contracts with banks, clearing entities, or service
bureaus, and a general description of any other final or proposed contracts;

(M) a description of the nature and source of Applicant's capital with supporting
documentation, including a list of all persons or entities that have contributed or
plan to contribute financing to the Applicant's business, the terms and conditions
of such financing arrangements, the risk to net capital presented by the Applicant's
proposed business activities, and any arrangement for additional capital should a
business need arise;

(N) a description of the financial controls to be employed by the Applicant;

(O) a description of the Applicant's supervisory system and a copy of its written
supervisory procedures, internal operating procedures (including operational and
internal  controls), internal inspections plan, written approval process, and
qualifications investigations required by Rule 3010:

(P) a description of the number, experience, and qualifications of supervisors and
principals and the number, experience, and qualifications of persons to be
supervised by such personnel, the other responsibilities of the supervisors and
principals with the Applicant, their full-time or part-time status, any business
activities that the supervisors or principals may engage in outside of their
_ association with the Applicant, the hours per week devoted to such activities, and
~ an explanation of how a part-time supervisor or principal will be able to discharge

his or her designated functions on a part-time basis;
(Q) a description of Applicant's proposed recordkeeping system;

(R) a copy of the Applicant's written training plan to comply with Eirm Element
continuing education requirements described in Rule 1120(b), including the name
of the Associated Person responsible for implementation; and

(S) a Web CRD entitiement request form and a Member Contact Questionnaire
user access request form.

(3) Electronic Filings

Upon approval of the Applicant's Web CRD entitlement request form, the Applicant
shall submit any amendments to its Forms BD or U-4, any additional Forms U-ft, and
any Form U-5 electronically via Web CRD. Upon approval of the Applicant's
membership, the Applicant shall submit any amendments to its Member Contact
Questionnaire electronically. ‘




(4) Rejection Of Application That Is Not Substantially Complete

If the Department determines within 30 days after the filing of an application that the
application is not substantially complete, the Department may reject the application
and deem it not to have been filed. In such case, within the 30 day period, the
Department shall serve a written notice on the Applicant of the Department's
determination and the reasons therefor. The Association shall refund the application
fee, less $350, which shali be retained by the Association as a processing fee. If the
Applicant determines to continue to seek membership, the Applicant shall submit a
new application and fee under this Rule.

(5) Request For Additional Documents Or Information

Within 30 days after the filing of an application, the Department shall serve an initial
request for any additional information or documents necessary to render a decision on
the application. The Department may serve subsequent requests for additional
information or documents at any time during the membership application process.

Unless otherwise agreed by the Department and the Applicant, the Applicant shall file
any additional information and documents with the Department within 60 days after
service of the Department's initial request and 30 days after service of any subsequent
request.

(b) Membership Interview

(1) Requirement for Interview

Before the Department serves its decision on an application for new membership in
the Association, the Department shall conduct a membership interview with a
representative or representatives of the Applicant.

(2) Service of Notice

At least seven days before the membership interview, the Department shall serve on
the Applicant a written notice that specifies the date and time of the interview and the
representative or representatives of the Applicant who are required to participate in the
interview. The Department shall serve the notice by facsimile or overnight courier. The
Applicant and the Department may agree to a shorter or longer period for notice or a
different method of service under this subparagraph.

(3) Time

Unless the Department directs otherwise for good cause shown, a membership
interview shall be scheduled to occur within 90 days after the filing of an application or
within 60 days after the filing of all additional information or documents requested,
whichever is later.

(4) Place

Unless the Department and the Applicant otherwise agree, the membership interview
shall be conducted in the district office for the district in which the Applicant has or
intends to have its principal place of business.




(5) Updated Financial Documents

On or before the date of the membership interview, the Applicant shall file an updated
trial balance, balance sheet, supporting schedules, and computation of net capital. The
Applicant shall prepare such documents as of a date that is within 45 days before the
date of the membership interview, unless the Applicant and the Department agree on
a longer period. The Applicant shall promptly notify the Department in writing of any
material adverse change in its financial condition that occurs before a decision
constituting final action of the Association is served on the Applicant.




