STATE OF INDIANA
OFFICE OF THE SECRETARY OF STATE
SECURITIES DIVISION

IN THE MATTER OF:

RULE AMENDING

710 TAC 1-14-6 REGARDING
SUPERVISION OF BROKER
DEALER BRANCH OFFICES

Cause No. 053-0105 AQO

R N .

ORDER ADOPTING RULE AMENDING 710 IAC 1-14-0

Comes now O. Wayne Davis. Securities Commissioner. and pursuant to the
authority granted under IC 23-2-1-15. finds as follows:

1.

1.2

lad

The Office of the Indiana Secretary of State. Securities Division. caused to he
published in the April 1. 2003, edition of the /ndiana Register (28 IR 2138
[2005]). a Notice of Intent to Adopt a Rule amending 701 [AC 1-14-6
regarding supervision requirements for broker-dealer branch offices.

The Office of the Indiana Secretarv of State. Securities Division. caused to be
published 1n the July 1. 2005 edition of the /ndiuna Register (28 IR 3009
[2003]). a Proposed Rule amending 710 TAC 1-14-6 regarding supervision
requirements for broker-dealer branch offices.

The Office of the Indiana Secretarv of State. Securities Division. caused to be
published on July 13. 2003, a Notice of Public Hearing in a newspaper of
seneral circulation. to wit: 7he /ndianapoiis Star. describing the proposed
rule and disclosing the date. time. and location of a public hearing regarding

the rule.

The Office of the Indiana Secretary of State. Securities Division. caused 1o be
published in the August 1. 2003 editon o1 the /ndiana Register (28 IR 3322
[2003]). a Change in Notice of Public Hearing amending 710 1AC 1-14-6
regarding supervision requiremenis for broker-dealer branch offices.

A public hearing in regard o the proposed ruie was held on August 25, 2008,
at 2:00 p.m. in Room E-111. Indiana Government Center South. 302 West
Washington Street. Indianapolis. Indiana.

After considering the comments received in writing and at the public hearing.
the Securities Commissioner hereby finds that the rule, 710 TAC 1-14-6,
should be amended in the form attached hereto as Exhibit A.



IT IS THEREFORE ORDERED that the rule amending 710 IAC 1-14-6
regarding supervision requirements for broker-dealer branch offices in the form attached
hereto as Exhibit A should be, and it hereby is, ADOPTED.

IT IS FURTHER ORDERED AND DIRECTED that the rule amending 710 JAC
1-14-6 regarding supervision requirements for broker-dealer branch offices attached
hereto as Exhibit A be submitted to the Attorney General and the Governor of Indiana for
their approval as required under IC 4-22-2.

ORDERED at Indianapolis, Indiana, this “ e day of September, 2005,

TODD ROKITA
SECRETARY OF STATE

LA \ !

- ""{_':' :.a\:‘) L&.««j}g/‘/\u’
0. WAYNE DAVIS
SECURITIES COMMISSIONER




EXHIBIT

)

TITLE 718 SECURITEIES DIVISION

Proposed Rule
LSA Document #05-46

DIGEST

Amends 710 IAC [-14-6 to remove the requirement that a branch office must be locaied no more than 40 miles from an office of
supervisory jurisdiction and to establish new procedures for regulating these branch offices. Effective 30 davs atter tiling with the
secretary of state.

T TAC 1-14-6
SECTION 1. 710 {AC 1-14-6 IS AMENDED TO READ AS FOLLOWS:

710 1AC 1-14-6 Branch offices
Authority: 1C 23-2-1-15
Affected: 1C 23-2-1

Sec. 6. (@) Amy broker-dealer srasnmainine 15 prneipd) that maintains an office or ens 1 or mere branehk of¥iess In Indiana shall
must desiynaie ane o ar mere of sueh oifices another office to act as effiees the office ot superisor: lurisdiction for that office.
Each branek ol n indiana shall be supervised by a person maintaining his princlpal place of business 3t za the office of
supervisorn jurisdiction & indiana: for that office.

{b} The muanagzer of an office of supervisory jurisdiction shail be:
(N mspon::oic Tor supervision of the braneh offices designated by the broker-dealer; The manager of an offee of supervisen:

W@{M !t he and

(2) qualified by examination as a broker-dealer under 738 FAE 1-14-2: section 2 of this rule.

{¢) The broker-iealer shall notify the division in writing prer te hefore the opening. refocation. or closing of 3 branch office. Such
Notice via the central registration depository is sufficient to meet this reguirement. The notification shall include the followmy
mformation:

{1} The address of the branch office.

2y The anticipated date of opening. relocation. or closing,

3y The address of the office of supervizon jurisdiction designated Yor that branch oiiice. and
{4y The name of the manager ol the office of supervisory jurisdiction.

e} Baere prereh oibies shall be desianated o an oiitee of supervisen: jurisdiction uatess:
M%Ww%H%ﬁé@xﬁ&eﬁéamm%ﬁe&aﬂé%Wrecum comtime of elegrie functions are

(d) The broker-dealer must implement the following:

(1) The firm must establish and implement procedures and systems for supervision over the acth ities of azents. emplovees,

and Indiana office operations that are reasonably designed to achieve compliance with applicable viute and federal

securities laws and regulations.

(2) The firm must provide appropriate initial and periadic refresher training to supervisors. emplovees. and representatives

regarding the firm’'s procedures and systems.

{3) The firm must provide additional specialized training to supervisors in the procedures and syvstems referred to in

subdivision (1).

{4) The firm must take action to correct misconduct. Misconduct may be indicated by, but is not limited 10. the following:
(A) Activities of unauthorized personnel 7
{B) Churning.

(C) Unauthorized trading.
(D) Garnishment of wages,



(EY Regulatory actions.

(F) Prior disciplinary history of one (1) or more customer complaints.

(G) Recent customer complaints.
(5) The firm must have an adequate system to track and monitor the status of customer complaints as required by NASD
rules. Compliance with these rules includes, but is not limited to, the following:

{A) Compliance audits with documentation and corrective action.

(B) Prompt review, investigation, and disclosure of customer complaints.
{6) The firm must establish a policy for disciplinary action.
{7) The firm must designate a properly qualified supervisor for each employee at an office.
{8) The designated sapervisor must effectively execute any supervisory duties. To that end, the firm must limit the number
of employees that a designated supervisor is responsible for at any time in order to ensure that the supervisor can
effectively execute the supervisory duties.
{9) The firm must conduct annual compliance examinations, announced and unannounced, of offices with documentation
and corrective action.
{10) The firm must establish and implement procedures and systems for reasonable oversight of supervisors.

(e) When a firm designates an office of supervisery jurisdiction, the office of supervisory jurisdiction shall be responsible
for the day to day implementation of subsection (d)1} through (d)(10).

for inspection and examination by the division. rSecurities Division:
Jun I 1986 filed May 14, 1987 2010 nm o IR 2297 readonted

24 (f) Every branch office located in Indiana shall be open
TIOIAC 1S40 filed Mar 24, 1986, 3:27 pom - 9 IR 2045 o
giled dug 17, 2000, 220 pan.: 25 (R 204

Notice of Public Hearing

Under IC 4-22-2-24. notice s herehy given that on Juiv 26, 2003 ar 100 p.m., a1 the [ndiana Govermment Cenier-South, 302 West
Washington Street. Room E111. Indianapolis. Indiana the Securities Division will hold a public hearinz on a proposed amendment
of TI0IAC 1-14-6 1o remove the requirement thar the branch office of a broker-dealer be locuted within 41 miles of a supervisory
offfce und to establish new procedures for regulating branch offices.

Although this rule imposes new requirements on the broker-dealer 10 reguiate branches und empioyees, the net effect of the rule
will he u significant reduction In cosis 16 the broker-dealer hecause of no fonger having 1o mulrmair 1 supervisors offfce within 40
miles of every branch office.

Copies of these rules are now on file ar the Indiana Goverrmenr Center-South, 302 West Wushingron Streer. Room E717 and

Legistutive Services Agency, One Norta Capital, Suite 3230 Indianapolis. Indiana and are open ror puFlic inspection.

James Joven. Commissioner
Securities Division
Secretary of Siate



TITLE 710 SECURITIES DIVISION

Final Rule
LSA Document # 05-46 (F)

DIGEST
Amends 710 TAC 1-14-6 to remove the requirement that a branch office must be located
no more than forty (40) miles from an office of supervisory jurisdiction and to establish
new procedures for regulating these branch offices. Effective thirty (30) days after filing
with the secretary of state.

710 TAC 1-14-6

SECTION 1. 710 1AC 1-14-6 IS AMMENDED TO READ AS FOLLOWS:

710 IAC 1-14-6 Branch offices
Authority: IC 23-2-1-15
Affected: 1C 23-2-1

Sec. 6. (a) Any broker-dealer that maintaininas its-prineipal an office er-ene-{h)
or-rore-branch-offiees in Indiana shall must designate ene{1-ormore-of such-another
offices to aet as the as offices of supervisory jurisdiction for that office. Each branch
office in Indiana shall be supervised by a person maintaining—his—principal place—of
business-at an the office of supervisory jurisdictioninIndiana for that office.

(b) The manager of an office of supervisory jurisdiction shall be responsible for
supervision of the braneh-offices designated by the broker-dealer. The manager of an
office of supervisory jurisdiction shall be qualified by examination as a broker-dealer
under 710 TAC 1-14-2.

(¢) The broker-dealer shall notify the division in writing prior to the opening,
relocation, or closing of a branch office. Notice via the Central Registration
Depository is sufficient to meet this requirement. Such notification shall inchude the
following information:

(1) the address of the branch office;

(2) the anticipated date of opening, relocation or closing;

(3) the address of the office of supervisory jurisdiction designated for that
branch office; and

(4) the name of the manager of the office of superwsory _]UI'iSdlC'[lon

(1) The firm must establish and implement procedures and systems for
supervision over the activities of agents, employees and Indiana office operations
that are reasonably designed to achieve compliance with applicable state and federal



securities laws and regulations.

(2) The firm must provide appropriate initial and periodic refresher
training to supervisors, employees and representatives regarding the firm’s
procedures and systems.

(3) The firm must provide additional specialized training to supervisors
in the procedures and systems referred to in subsection (1) above.

(4) The firm must take action to correct misconduct. Such misconduct
may be indicated by but is not limited to, activities of unauthorized personnel,
churning, unauthorized trading, low level of production by high expenses,
garnishment of wages, regulatory actions, prior disciplinary history of one or more
customer complaints and recent customer complaints.

(5) The firm must have an adequate system to track and monitor the
status of customer complaints as required by NASD rules. Compliance with these
rules includes but is not limited to, compliance audits with documentation and
corrective action, and prompt review, investigation, and disclosure of customer
complaints.

(6) The firm must establishk a policy for disciplinary action.

(7) The firm must designate a properly qualified supervisor for each
employee at an office.

(8) The designated supervisor must effectively execute any supervisory
duties. To that end, the firm must limit the number of employees that a designated
supervisor is responsible for at any time in order to ensure that the supervisor can
effectively execute the supervisory duties.

(9) The firm must conduct annual compliance examinations, announced
and unannounced, of offices with documentation and corrective action.

(10) The firm must establish and implement procedures and systems for
reasonable oversight of supervisors.

{(e) When a firm designates an office of supervisory jurisdiction, the office of

supervisory jurisdiction shall be responsible for the day to day

implementation of subsection (d)(1) through (d)(10).

(ef) Every branch office located in Indiana shall be open for inspection and
examination by the division. (Securities Division; 710 IAC 1-14-6; filed June 10, 2003,
Jiled Mar 24, 1986, 3:27 pm: 9 IR 2045, eff Jun 1, 1986; filed May 14, 1987, 2:10 pm: 10
IR 2297 readopted filed Aug 17, 2001, 2:20 p.m.: 25 IR 204)

(THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK)
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LSA DOCUMENT #05-46(F)

The office of Indiana Secretary of State, Securities Division submits one (1)
original and two (2) copies of rules relating to branch office locations and regulations of
branch offices of Broker-Dealers.

The Notice of Intent to adopt this rule was published on April 1, 2005 at 28 IR
2158. The Notice of Hearing was published on July 1, 2005 at 28 IR 3009. The notice of
Proposed Rule was published on August 1, 2005 at 28 IR 3322. The Notice of Hearing
was published in the Indianapolis Star on July 13, 2005 in Indianapolis, Indiana.

Written comments were received and oral testimony was given at the hearing. The
Commissioner on September 8, 2005 adopted the rules, with changes, at a regularly
scheduled meeting.

Indiana Secretary of State, Securities Division

@Jﬂd\/\ A Q)ﬁvn Date: _| [I/ 38',/0 <

e Davis,
Securmes Commissioner

Approved as to l‘egahty/«

sy

Stepheﬁ’ Cartérv
Attorney General of Ind1ana

Date: //{//4/
ST

Approved:

W ? Date: M
Mitch Daniels, '

Governor of Indiana

Filed:

Date: | dq / f f7f3a’df I
- £ £

94

Secretary of State



