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RE: J.P. Turner & Company, LLC (CRD 43177)

Pursuant to Rule 9216 of FINRA's Code of Procedure, Respondent submits this
Letter of Acceptance, Waiver and Consent ('?AWC") for the purpose of proposing

a settlement of the alleged rule violations described below. This AWC is
submitted on the condition that, if accepted, FINRA will not bring 

any future
actions against Respondent alleging violations based on the same factual findings
described herein.

I.

ACCEPTANCE AND CONSENT

A Respondent hereby accepts and consents, without admitting or denying the
findings, and solely for the purposes of this proceeding and any other
proceeding brought by or on behalf of FINRA, or to which FINRA is a
party, prior to a hearing and without an adjudication of any issue of law or
fact, to the entry ofthe following findings by FINRA:

BACKGROUND

Respondent J.P. Turner & Company, LLC ("J.P. Turner" or "Firm'.), has been a
member of FINRA1 since July 21, 1997. The Finn is headquartered in Atlanta, Georgia
and has approximately 151 branches located throughout the United States. J.P. Turner
currently employs 481 registered representatives  and derives most of its revenues from
retail business.

' References to FINRA in this AWC also include NASD.
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OVERVIFW

Dumg the review period of Jmuary 2002 through March 2005 ("review period?),
LP. Turner failed to have a supenrisory system, including written procedur?es, reasonably
desi?ed to ensure that its registered representatives charged its customers reasonable

--- '--- on equity securities ?nsactions. The Firm's supervisory system and
written proc*dnres failed to provide adequa?? guidance to its registered representatives on
how to consider the relevant factors set forth in IM-2440(b) to detmnine a fair
commission or mark-up on an equity secunties transaction. Under J,P. Tinne?s system
and proced?ms, brokers had discretion to establish the commission on equity securities
?ansactions, limited only by wheeler the price of the secmity was above or below $25

per share. 0n all equity so?lmties transactions m which the price of the security was
below $25, mgistered representatives were allowed to charge up to 4.5%6 while they
Gould only charge up to 3.5% if the price of the security was above $25. D?ning the
review period, 91% ofthe Firm's equity securities transactions involved securities priced
below $25 per share.

The above Donstitutes violations ofNASD Conduct Rules 3010 mid 2110.

FACIS AND VIOLATIVE CONDUCT

A, FINRA's Fair Pricing Rule
I
, NASD Conduct Rule 2440 provides that, in "over.the-counter" transactions,

if a member buys for his own account Eom his customer, or
sells for his own account * his customer, he shall buy or
sell at a price which is fair, taking into --?-'? ---'?- all
relevant circnmstmoes-Lf he acts as ag?t for his
customer, the member shall not charge his customer more
than afair commission or service char?a, taking in?o

consideration all relevant circumstances...

Since 1943, NASD has had a policy pursuant to which five percent is the
guidél?ne to detennine whether mark-ups ar? excessive. The Board of Governors has
made clear, however, that the "5% Polic?' is a guide, not a rule. IM-2440(a)(1). A
mark-up pattern of 5% or even less may be considered unfair or unreasonable under the
pohcy set forth in IM-2440. IM-2440(a)(4). The policy set forth in IM-2440 applies
equally to commissions on agency trades and to mark-ups or mark-downs on principal

I
transaotions. Notice To Members 93-81.

The percentage of the mark-up is only one of the factors to be considered in
d?termming fairness. IM-2440(a)(5). IM-2440(b) identif?? seven other factors that
members should take into consideration in determining the fairness of a malk-up. The
first f?c?or is the type of se?nity involved- As is noted in the Interpretive Memo, a

2



I

higher percentage is generally appropriate for common stock transactions ttmn for bond
transactions. I?1-2440(b)(1). The s?ond factor is the availability ofthe security in the
m?ket. How actively the seclmity is traded, the effort and cost needed tobuy orsell the
?e?urity, or any other umlsoal circ?mlstances  involvmgacquirmg or selling the sec?mty

may have a bearing on the mmk-up. IM-2440(b)(2). The third factor is the price of the
security, and the fourth factor is the size of the transaction. Lower priced securities and

transactions that involve a small amount ofmoney may justify higher mark-ups because

of handling costs. Convasely, higher pnced securities and larger transactions should

have lower mark-ups. IM-2440(b)(3).

The fi?h fae?or is wheth? disclos??e to the customer is made before the
transaction is e?ectod? although "[d]isclosure itself... does not justify a commission or
mark-up which is unfair or excessive in iight of all other relevant circt?stances-- IM-
2440(b)(5). The sixth factor is the pattenl of the member's mark-ups. "While each

transaction must meet the test of fairness...particular attention should be given to the

patten of a member's mark-ups." IM-2440(b)(6). And the seventh factor is the nature of
the member's business. The cost of providing services to customers may be considered

m determming th6 fairness ofmark-ups. IM-2440(b)(D.

B. Supervision

, 
NASD Conduct Rule 3010 requires lirms to establish and maintam a supenisory

system, inchldmg written procedures, to supcrvise the activi?es of their registered
repreemtatives and associated persons, that is reasonably designed to achieve compliance

with ?pplicable securities laws and regulations and FINRA Rules.

J.P. Tmmer Failed To Establish and Maintain A Supervisory System, Including
Written Proeedures, Reasonably Designed to Achieve Compl?mice With ?TNRA's

Fair Pricing Rule

Betwem 2002 and 2005, J-P. Turn? failed t? have a supervisory system,
including wntten procedures, reasonably designed to ensure that its regist?md
representatives charged its customers reasonable mark-ups and commissions on equity
secilrities transactions in violation ofNASD Conduct Rules 3010 and 2110.

Approximately  one-half of J.P. Turner's revenues come from oommissions on
agency transactions, J.P. Turner's written procedures failed to provide adequate guidanee

to its registered representatives on how to consider the relevant fac?ors in determining a
fair cormnission or mark-up on an equity securities transaction. J?P. Tenets wmten
supcrvisoryprocedures listed the factors em,memted in IM-2440, only m a section Of the
procedures dedica?ed to principal transactions. The Firm failed to reference the factors in
tie section of the proced??s addressmg agency transactions. In addition, the Firm hsted

the factors without providing any detail on how to apply each factor.

J.P. Turner did not reasonably msure that its registered representatives charged

fair and reasonable commissions or marl?ups by properly takmg into consideration the

3



1

?

-

factors set f(nth m IM-2440. Under the Firm's system and procedlrres, brokers had
discretion to establish the oommission on equity securities transactions, limited only by
whether the price of the secimty was above or below $25 per share. On all equity
securities transactions in which the pnee of the security was below $25, registered
representatives were allowed to charge up to 4.5%, while they could only charge up to
3.5% if the price ofthe secmity was above $25. Dming the review period, 91% of the
Fi?m's equity ?eculities tr?lsacti?ms involved secunties prieed below $25 per share.

pursuant to the Firm's WSPs, the trading m?ager had the supervisory
responsibility for reviewing and approving hades for fair and reasonable ch?ges. Such
reviews Are limi?ed to reviewing the trmlsactions ? ensure that the commissions
charged did not exceed the Firm's 3.5% and 4.5% guidelines. ne Firm t?tilized reports
that captl?ed only transactions exceeding the guidelines provided for in the Firm's
commission Khedule. As a result, J.P. Turner failed to establish and mamtam a
supervisory System, mcludmg written procedures, to supervise the activities of its
registered representatives and associated pmons, that was reasonably desi?ed to
achieve ?ornphance with NASD Conduct Rule 2440.

Conclusion
i

l As ?et forth above, J?P. Tu?ner violated NASD Conduct Rules 3010 and 2110 by
failing to ?stablish and mamtain a Supervisory syst?n, including writ?m procedures,

1 reasonably designed tx ensure that its customers were charged fair prices m se?urities
i Oransaction#.
?

B. Respondent also consents to the imposition, at a maximum, of the
bilmving sanciions:

1. Acensure;

- 2. A fine of$250,000;

3. An imdertakimgthat the Firm shall:

a. Retain, withm 60 days of the date of Notice of Acceptmce of this
AWC, an Independent Consul??t, not unacceptable to FINRA
staff to conduct a comprehmsive review of the adequacy of the
Fiml's policies, systems and procedures (writt?n and otherwise)
and trainmg relating to NASD Conduct Rule 2440.

i

b. Exclusively bear atl costs, including eompensabon and expenses,
associated with the retention of the Independent Consultant.

c. Cooperate with the Indepmdent Consultant in all respects,
including by providing staff support J.P. ?rncr shall place n?
restrictions on the ?dependent Consultant's communications with

4
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FINRA staff and, upon request, shall make available to FINRA
staff any and all ?ommunications between the independent
Consultant and the Firm and documents reviewed by Independent
Consultant in connection with its engag?ent. Once retained, J-P.

Tmner shaI1 not termmate the relationship with the independent
Consultant without the FINRA staff's writtm approval;

d. Further retain the Independent Consultant to, at the conclusion of
the review, which shall be no more than 12O days after the date of
Notice of Acceptance of this AWC, submit to the Firm and FINRA
staff a Written Report. The Written Report shall address, at a
mi?iminn, (0 the adequacy of the Firm's poHcies, systems,
pro???ures and training relating to NASD Conduct Rule 2440; (iD
a description ofthe review perfonned and the conclusions reached;
and (iu) the Independent Consultmt's re*?ommendations for
modifications and additions to the Firm's pohcies, systems,
procedures and trainmg.

e. Require the ?dependent Consultant to enter mto a written
l agreement th? provides that for the penod of engagement and ?r l

a period of two years from completion of the engagement, the
Independent Consultant shall not enter m to any employment,
consultmt, attorney-clienL auditing or other professional
relationship with J.P. Turner, or any of its present or former
amliated, dir?tora, of?ers, employees or agents actmg in their
capacity. Any fcrm with which the Independent Consultant is
affiliated in p?fomting his duties pursuant to this AWC shall not,
without prior written consent of FINRA staff, enter mto any
Mloymmt, ?onsultant, at?orney-client, anditmg or oth?
professional relationship with IP. Turner or any of its pre?eat or
fonner ?ffi??ntp?1, directors of?icers employees, or agents acting in
their capacity as such for the period of the engagement and for a
period of two years after the engagement

f. Within 60 days after dehvery of the Written Report, J.P. Turner
shall adopt and implement the recommendations of the
Independent Consultant or, if it determines thata -------- '-?on
is imdnly burdensome or impractical, propose an alternative
procedure to tbe Independent Consultant designed to achieve the

same objective. The Firm shall submit such proposed altemativcs
in writing simultaneously to the Independent Consultant and
FINRA staff Within 30 days of receipt of any proposed altm?te
procedln? the Independent Conmlltant shall: (0 reasonably
evahlate the alternative procedure and determine whether it will
acbieve the same objective as the Consultant's original
recommendation; and (ii) provide lhe Firm with a written decision
reflecting his or her det?nination. The Firm witl abide by the
Consultant's ultimate determmation with respect to any proposed
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alternadve procedure and must adopt and implement all
re?ommendations deemed appropriate by the Independ?t
Consult?nt.

g. Within 30 days af?er the issuance ofthe later ofthe Consultant's
Written Report or written '--------"- regardmg alternative
procedures (if any), J.P. Turner shall provide FINRA smff with a

wzittm mlpl?entation report, c?tified by an 0?icer of JP.
T??ner, attestmg to, oontaming docummtat,on of, gnd setting f,: the details of the Firm's implementation of the Consultant's

recommendations.

k Upon written request showing good cause, FINRA staff may
extend any ofthe proced?iral dates set forth above.

The sanctions imposed herein shall be e??ective on a date set by FINEA stafE

IL

WAIVER OF PROCEDURAL RIGHTS

Respondent speoifically and vohmtmily waives tile following rights granted mder
FINRA's Code ofProcedure:

A. To have a Formal Compiamt issued specifying the allegations against it;

B. To be notified ofthe Formal Complaint and have the oppormnity to

?swer the allegations in wri?ng;

C. To defend agamst the allegations in a disciplin?y he?ing before a hearmg

pmel, to have a written r?ord ofthehearing made and ?o have a written
derisionissued; and

D. To appeal any snch de?ision to theNational Adjudioatory Cotm?il
(9?IACD and then to the US. Securities Bnd Exchmige Commission md a
US. Court ofAppeals.

Further, Respondent specifically and voluntarily waives any right to claim bias or
prejudginent of the Genml Counsel, the NAC,.or any member of the NAC, in
connection with such person's or body's p?ticipation in discussions regarding the Ems
and conditions ofthis AWC, or other considera?on ofthis AWC, including acceptance or
rejection ofthisAWC.

Respondent further specifically and voluntarily waives any right to claim that a person
violated the er parts prohibitions of FINRA Rule 9143 or the separation of functions
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prohibitions of FINRA R?le 9144, in connection with such person's or body's
participation m discussions regarding the terms and conditions of this AWC, or other
consideration ofthis AWC, including its accept?ce or rejection.

]IL

OTBERMATTERS

Respondentunderstands  that:

A. Submission of this AWC is volimt?y and will not resolve this matter
unless mid until it has bee? reviewed and accepted by the NAC, a Review
Subcomminee of the NAC, or the Office of Disciplinary Affairs ("ODA"),
pursuant to FINRA Rule 9216;

B. Ifthis AWC is not accepted, its submission will notbe used as evidence to

prove any of the allegations against the Firm; and

C. If accepted.

1. this AWC will become part of Respondent's permanent
disciplinary record and may be considered m sny fu?l?re actions

brought by FINRA or any other regulator agamst it;

2. this AWC will be made available through FINRA's public
disclosure program in response to pubic inq?mies about the Firm's
disciplinary record;

3. FINRA may make a public a?ounc?nent concemmg this
agmeinmt and the subject matter theieofin accordance with
NASD Rule 8310 aol IM-8310-3; and

, 4. Respondent may not take any action or make or permit to be made

my public stat?ment, mcludmg in regulatory filings or otherwise,

denying, directly or indirectly, any finding in this AWC or create
the impression that the AWC is without factual basis, Respondent

may not take any position in any pnx?eding broughtbyoron
behalf of FINRA, or to which FINRA is a p?ty, that is mconsistmt
with any part ofthis AWC Nothing in this provision affects
Respondent's right to take legal or faoaial positions m litigation or
other legal proceedings in which FINRA is not aparty.

D. Respondent may attach a Corrective Action Statement to this AWC that is
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a st?bemeri ofdemonstrable corrective steps taken to prevent futi?re

misconduct. Respondent understands that it may not deny the charges or
make any statement that is inconsistent with the AWC in this Statement
This Statmnent does not constitute factual or legal findings by FINRA, nor
does it reflect the views ofFINRA or its staff.

Respondent eertif?es that it has read and understands all ofthe provisions ofthis AWC
aad M M givena Eun MMimty tn ask muons about it t?? it basagreedto its

i
provisions vohmtarily; md that no offer, threat, inducement, or pmmise of any kmd,
other tha? the terms set forth herein m?d the prospect of avoiding the issuance ofa
Complaint, has been made to induce the Firm to submit it

g/SH8

Date

=D?I-.LLC

BY: DEAN VEFNOIA

?,0?

R?*b; 
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/,4x 

/X1??M. -Wo IG
Counsel for MM?Locke Lord Bis?ll &1iddell LLP
The Prosceni?ml, Suite 1900
1170 Peachtree St, NE
At?mta, GA 30309
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Accepted by FINRA:

iol'qlo8 Si?edonbehalfofthe
Date Director of ODA? by deiega?ed

authority

AJJLD
Sam??el L I?ael
Associate Vice President And Chief

00-FINRA Depa?ment of Enforcemmt
1801 K S?eet, N.W., Suite 800
Washington, D.C. 20006-1334
(t) 202-974-2868

(i) 202-721.8316
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