
Introduction: Written Supervisory Procedures 

 
Updated: July 9, 2026 

 
The following procedures and corresponding policies apply to all Investment Professionals, 
Principals, Employees, and Staff associated with Harbour Investments, unless otherwise noted in 
each specific section. 

 

 
Regulatory Obligations 
Harbour Investments is required to generate policies necessary for compliance with regulations 
placed on the industries in which Harbour conducts business. Although Harbour, as a dually 
registered Broker/Deal and Investment Advisor, engages in many lines of business, our primary 
Regulators are individual States, FINRA, and the SEC. Harbour recognizes many other legitimate 
regulators as well (i.e. MSRB, FCC) and have written our procedures to comply with their 
regulations. In addition to regulatory oversight, Harbour recognizes requirements placed on its 
Investment Professionals through membership of professional organizations (i.e. CFP, NASAA) 
Harbour has been, and will continue to be, mindful of policies and requirements placed on those 
organizations, and has included their recommendations when not in conflict with any of our 
Regulators. 

 

 
The relationship between Compliance and Supervision 
The compliance department defines the "what and why" and develops the overall policies for 
Harbour to inform Investment Professionals of what they need to do to run a compliant practice, 
as well as documenting the rationale to help them understand why a policy is needed. Additionally, 
compliance reviews and processes customer complaints, and responds to regulatory 
investigations. Compliance helps ensure adequate supervision is taking place throughout 
Harbour's day-to-day business activities. 

 
The act of Supervision is the process of verifying that Investment Professionals are complying 
with Harbour's compliance policies. This verification is completed through reviews, (i.e., Trade, 
Email) and approvals (i.e., New Account Applications, Marketing). 

 
The goal of Compliance and Supervision is to ensure that Harbour, including all associated 
persons, can fulfill our Regulatory Obligations. 

 

 
Why do we need Written Supervisory Procedures? 
SEC Regulation Best Interest requires broker-dealers to establish, maintain, and enforce written 
policies and procedures reasonably designed to achieve compliance with the following 
obligations: care, conflict of interest, disclosure, and compliance. When recommending a type 



of investment account, transaction, or investment strategy, an investment professional must act 
in the best interest of the client at the time the recommendation is made, taking into 
consideration their investment profile and other relevant factors, such as the potential risks, 
rewards, costs, and reasonably available alternatives. 

 
FINRA Rule 3110 requires each broker-dealer to establish, maintain and enforce an effective 
system to supervise its activities that is reasonably designed to achieve compliance with 
applicable securities laws and regulations. Key elements include: 
• Establishing a supervisory system 
• Writing comprehensive procedures 
• Conducting self-monitoring 
• Conducting field office inspections 

 
Registered Principals are key partners in fulfilling the requirements of Rule 3110 and SEC 
Regulation Best Interest by educating Investment Professionals on, and enforcing, Harbour's 
policies and procedures. All Registered Principals are responsible for knowing how to access 
these procedures and policies, as well as remaining current in their knowledge of them. Not 
knowing laws, rules, and policies does not relieve an individual of their responsibility to be 
compliant. 

 
Harbour's Written Supervisory Procedures are located on Harbour's internal webpage, in the 
compliance section. The compliance section also provides you access to: 
• Compliance Manual 
• Historical Compliance Notices 
• Approved Designations 
• Do Not Call List 

 

 
Letter and Spirit of the policy 
These procedures have been written to meet regulatory and Harbour requirements and 
obligations. Understanding and acknowledging the actual wording of the procedure is 
important. Understanding the spirit of the underlying policy is equally important. Harbour 
cannot write procedures that will account for every imaginable situation. It is not reasonable to 
argue that a particular procedure does not specifically require or does not specifically prohibit 
certain actions if the result of the action is what the underlying policy is intended to address. 

 

 
Frequently used terms 
Investment Professional(s): All licensed individuals associated with Harbour Investments, Inc. 

selling products offered through Harbour Investments, Inc. 

Staff: Any person supporting an Investment Professional. This includes both licensed/registered individuals 
and non-licensed/non-registered individuals. 



Registered Principal (Principal): An individual whose role is to supervise the activities of Investment 
Professionals and Staff. 

Chief Compliance Officer {CCO}: The individual who is the point of contact for regulators with regards to 
compliance policies and supervision at Harbour Investments Inc. The CCO is responsible for all 
compliance policies and oversees their supervision. 

Written Supervisory Procedures {WSP}: Written Supervisory Procedures provide further instructions on how 
to supervise each policy put forth in the CM. WSP's are more prescriptive in "how to" supervise as opposed 
to the compliance manual which provides the reasons "why". 



Supervision Overview 

 
Harbour has developed a chain of supervision which places primary responsibility upon Home 
Office Principals to provide supervision over activities of Investment Professionals and their staff 
as set forth in Harbour's WSPs. Principals work closely with Compliance Officers who ensure 
adequate supervision of Harbour's day-to-day activities. Any issues needing special care or 
consideration are brought to the CCO for resolution. 

 
Each Principal should feel supported in their role and seek out training if they are asked to engage 
in supervision of a product or activity which they have insufficient understanding or exposure to. 

 
It is the responsibility of the Principal to raise concerns about their need for training at the time of 
being assigned supervision of a new task or activity. 

 
Compliance Leadership will review the results of the annual OSJ audit and discuss any remedial 
training needed to help Principals improve their supervision or efficiency. 

 

 
Consequence Management 
Just as Harbour has a consequence management process for Investment Professionals who 
violate policies and procedures, Harbour will hold its Principals responsible for their roles as 
well. Deficiencies existing after remedial training will be referred to the leadership team and HR 
for resolution as an employment matter. HR will retain any records it deems necessary in the 
situations. 

 
In applying the consequence management process to Investment Professionals, Harbour will leave 
to the Principal's discretion if the behavior or action they are seeing is worthy of pursuing 
consequence management. 

 
The consequence management process starts with the Principal providing the information they 
have to the CCO. The CCO will then review the information and either provide the information to 
the leadership team for discipline or inform the Principal of any missing elements or further 
information needed to complete the review. 

 
If the leadership team decides to issue discipline to the Investment Professional, the CCO will 
write the letter detailing the information reviewed, the findings of the review, the discipline being 
issued (including any monetary fines), if the matter is being referred to a regulator for further 
review (unless such a warning would be considered "tipping"), and the changes the Investment 
Professional needs to make to their practice (including if they are being placed o Heightened 
Supervision). 



The Letter provided to the Investment Professional, along with any supporting documentation will 
be retained by the CCO in the Investment Professional's file. 

 
When disciplinary action is necessary, Harbour's leadership team will choose the disciplinary 
action based on an assessment of the risk of the incident. The following are descriptions of the 
disciplinary levels. 
• A Letter of Deficiency (LOD) is generally the first disciplinary action taken. It is used as a 

warning to prevent future similar incidents when education alone is no longer appropriate. 
• A Letter of Caution (LOC) may be appropriate for incidents deemed of greater overall 

significance. 
• A Letter of Reprimand (LOR) is generally appropriate after an LOC has been issued for a 

similar violation or when the risk level of the incident warrants more than an LOC. 
• Immediate Action - Suspension/Termination may occur when an Investment Professional 

has engaged in an activity resulting in an egregious violation (such as forgery, fraud, or 
affixation of signatures). 

 

 
Fines 
Some disciplinary actions carry with them a fine or the option to apply a fine. Administering a fine 
may be appropriate when Harbour needs to send a stronger message regarding the level of risk of 
the incident. 

 
Fines will only be assessed when issued with an LOR. There is no limit to the amount of fine issued. 
However, any fine in excess of $2,500 will require reporting to FINRA. 



1. Ethics/Personal Activities 
1.1. Personal Trading and Ethics 

 
Procedures 
Harbour reviews personal trading in one of three ways: (1) trades placed in accounts held through 
Harbour are included in Harbour's traditional trade review procedure, (2) accounts not held 
through Harbour, but able to be tracked with Harbour's vendor Complisci are monitored through 
the Complisci dashboard, and (3) trades placed in accounts that are neither held through 
Harbour or linked to Complisci are reported to compliance for review. 

 
Currently, Harbour has dedicated one Principal to review all Complisci trades and any self­ 
reported trades. 

 
Trade reviews are completed frequently and corrections, if any, are to be resolved in a timely manner. 

 
Any Principal may generate a 3210 letter for Investment Professionals opening personal accounts. 
A copy of that letter should be stored on the shared drive in the 3210 folder or on Microsoft Teams 
in the 3210 Letters file. 

 
Expectations of Investment Professionals 
Investment Professionals are required to notify Harbour, in writing, prior to opening a personal 
brokerage or investment advisor account. This does not include accounts strictly for UIT's or 
Mutual Funds. 

 
If an account was established prior to an Investment Professional joining Harbour, the 
Investment Professional has 30 days from the date of association with Harbour to obtain approval 
to retain the account. 

 
Once approved, Harbour will generate a Rule 3210 letter to be submitted to the custodian for the 
account. The letter will request electronic account activity be sent to ComplySci's Financial 
Tracking. 



1.2. Heightened Supervision 

 
If an Investment Professional is subject to Heightened Supervision, the CCO will be responsible for 
tailoring, communicating, and ensuring completion of a written heightened supervision plan. 

 
Generally, Harbour uses heightened supervision to correct behaviors and heightened supervision 
is deemed to be a strong warning to the Investment Professional. 

 
As heightened supervision is intended to address behaviors, the CCO should review the generated 
plan with the leadership team prior to communicating it to the Investment Professiona I. 

 
Once Communicated, the CCO and the individual under heightened supervision will have frequent 
periodic check-ins for the duration of the plan where the specific behaviors or actions to be 
corrected are reviewed. 

 
Additionally, prior to a check-in with the subject of the heightened supervision plan, the CCO will 
meet with relevant Principals to review any items from the previous week. 

 
The CCO is responsible for documenting these meetings in the subject's file. 

 
When needed, the CCO may delegate any portion of this procedure except the responsibility to 
document the meetings in the subject's file. 



2. Licensing/Registration/Training 
2.1. Fingerprinting 

 
Procedure 
Harbour requires all personnel who are hired by Harbour or one of its independent Investment 
Professionals to be fingerprinted before or in conjunction with the subject's start date. 

 
Harbour's licensing department manages onboarding of new individuals. Regardless of their 
current licensure, each person seeking employment must submit an application. Upon receiving 
the application, licensing will conduct a preliminary background check to identify any conflicts of 
interest, or matter of statutory disqualification. For non-licensed subjects, any executive of 
Harbour may approve the application by indicating on the application. For licensed subjects, 
Harbour requires two officers to indicate approval. 

 
After receiving approval from an authorized individual, Harbour's licensing department will 
provide the subject with information on how to obtain digital fingerprinting services. 

 
It is the responsibility of the applicant to schedule and complete the fingerprinting as instructed. 

 
Harbour will not knowingly establish access to systems until the applicant's fingerprints have 
been received by FINRA, and there are no findings or regulatory requests beyond those identified 
by Harbour during its background check. 



2.2. Licensing and 
Registration Requirements 

 
Procedure 
Harbour's Principals review applications and other documentation to ensure the submitter is 
appropriately licensed and registered to sell the product in the jurisdiction of sale. 

 
Each Investment Professional is responsible to ensure they are appropriately licensed and 
registered in each jurisdiction before soliciting there. Harbour's licensing department will either 
automatically add the necessary jurisdiction or assign the client to someone who is 
appropriately licensed if they see a potential violation. 

 
Harbour will not compensate Investment Professionals for any business solicited in a jurisdiction 
where they are not licensed and registered appropriately. 

 
Each Principal at Harbour will have a series 7 (with the appropriate state securities license) and a series 
24. Harbour does maintain Principals who hold Series 4 and 53 licenses to address Options and Muni's 
supervision. 



2.3. Permissive Registrations 

 
Procedure 
Harbour does allow permissive registrations. Permissive registrations differ from parking 
registrations, in that parking registrations often involve individuals who are no longer working in 
the industry. Permissive registrations are registrations where the individual is still working in the 
industry but may not need the specific registration they have. As an example, a Principal who 
transitions to a licensed assistant role. The licensed assistant no longer needs the principal 
licenses to fulfill their job duties, but Harbour will permit them to retain the principal license 
should they decide to return to a supervisory role. 

 
Annually, Harbour licensing conducts renewals of licensing where each registered person is 
reviewed to ensure they have sufficient licensing for their role, and they are registered 
appropriately. 

 
In addition, the Branch Office Inspection process reviews licensure to identify any parked licenses 
and ensure permissive licenses are still accurately characterized. 

 
Licensing will inform the CCO or COO when issues regarding permissive licensing arise and the 
CCO or COO will address them by either clarifying the individual's role or discontinuing the license. 



2.4. U4 Updates 

 
Procedure 
U4 updates are handled by the licensing department. Changes to a U4 can come from several 
places. An Investment Professional may disclose the need for an update by either completing a 
filing on Quest, or by informing a Harbour Principal. If the U4 update is the result of an OBA, it 
must be disclosed via Quest and approved by compliance before licensing updates the Reps U4 via 
FINRA Gateway. 

 
U4 updates from address changes or exams, are received via licensing and can be immediately 
processed by the licensing department via FINRA Gateway. 

 
U4 updates from Complaints are to be completed by the CCO after completing a review of the 
complaint. 

 
All other U4 updates should be provided to the CCO for review and updating. The CCO may 
delegate the processing of all U4 updates to the licensing department, with the exception of 
updates from complaints, arbitrations, lawsuits, or other dispute resolution mediums. 

 
It is the responsibility of the licensed individual to ensure their U4 is accurate. Any fees for U4 
updates will be passed onto the licensed individual. 



2.5. Education/Training 

 
Procedure 
Harbour identifies continuing education based on licensure and registration. Training needs are 
assessed based on products to be sold. In order to solicit, an individual must be appropriately 
licensed (with current continuing education completed) and complete any training required prior 
to the sale of the products being solicited. 

 
There are currently two predominant Continuing Education requirements for licensed individuals 
at Harbour. (1) FINRA Continuing Education and (2) IAR Continuing Education. 

 
FINRA CE: 
FINRA CE consists of two parts. Part A is the Regulatory Element and Part Bis the Firm Element. As of 
January 1, 2023, both parts are required to be completed annually. Licensed individuals may 
complete their Regulatory Element training through their own FinPro account accessible through 
FINRA.org. The courses assigned in Regulatory Element are assigned by FINRA, not Harbour, and are 
based on licensure. Any technical issues regarding these courses must be directed to FINRA for 
resolution. Harbour is charged the fee for course completion, and it will forward that fee on to the 
branch office of the licensed individual. 

 
Harbour contracts with Quest CE to provide numerous compliance functions, one of which is 
facilitating Harbour's Firm Element CE program. Annually, Harbour assigns the courses identified 
through its needs analysis to licensed individuals for completion. The needs analysis is conducted 
by the CCO and documented on the shared drive. Many of the courses are required by regulation, 
all others are selected based on business needs and in coordination with Regulatory Element 
topics. 

 
 

 
IAR CE: 
IAR CE is a state specific continuing education requirement for those registered as an investment 
advisor. IAR CE is based on a NASAA model rule. The requirement calls for 12 credits to be completed 
annually. 6 credits must be ethics-based credits, and 6 credits should be products-based credits. 
The IAR CE courses must be approved and provided by a vendor who is authorized by NASAA. 
Harbour has contracted to offer these courses via Quest to those who 
are identified as needing them. The model Rule does allow for a waiver of the 6 products-based 
credits if an individual is current on both parts of their FINRA CE. All courses completed must be 
reported to FINRA's CRD for tracking by each state, any fees associated with this are absorbed as 
part of the cost of IAR CE credits and are billed separately at renewals. 

 
If an individual chooses to renew a previously held registration for a state that has IAR CE requirements, 
they will be required to complete the IAR CE requirements for each year the 



individual had left the state. For example, if an individual was registered in WI until 2025, then 
starting 2026 until the end of 2029 they were not registered, they would be responsible for 
completing the IAR CE requirement for years 2026, 2027, 2028, and 2029 before they could regain 
their WI registration in 2030. 

 

 
Harbour delivers training which covers a wide range of topics as prescribed by regulators and 
determined by Harbour. Some states, designations, and titles have additional training and 
education requirements. Investment Professionals are responsible for knowing and completing 
those additional requirements. 

 
Annually, Harbour has a compliance and sales meeting where various compliance topics are covered 
and product training is provided. All licensed individuals must attend this conference. Attendance at 
the conference will be monitored and recorded by Harbour. 

 
Harbour also maintains a list of products that require additional training prior to soliciting them, 
i.e. Structured Notes. All product training is recorded in Quest or Atlas, however product training 
completed prior to quest's implementation may be stored in another system. Any Investment 
Professional who solicits a product requiring additional training will have 30 days from the date of 
discovery through trade review to complete the necessary training. Failure to complete the 
training, or multiple instances of soliciting products requiring additional training without 
completing the training will trigger a disciplinary review process. 



2.6. Statutory Disqualification 

 
Procedure 
As part of Harbour's onboarding, a background check is to be completed for each associated 
person. Regardless of when an item is discovered, via background check or via fingerprinting, 
Harbour maintains total discretion over termination of an offer to work due to any items that may 
be statutorily disqualifying. 

 
In addition, Harbour conducts annual reviews of Investment Professionals to identify any 
potentially disqualifying incidents which have not been reported. As a general rule, Harbour will not 
allow continued association for licensed individuals who become statutorily disqualified. 
Limited continuation may be allowed in order to facilitate the transfer of clients away from the 
disqualified individual. 

 

 
Definitions 
Statutory Disqualification occurs when: 
• A person is subject to Certain SEC, Commodity Futures Trading Commission, or self­ regulatory 

disciplinary sanction, or is associated with someone under disciplinary sanction. 
• Has made a false statement in an insurance or securities application, report, or proceeding 

with a self-regulatory organization. 
• Is prohibited by court order from acting as an investment advisor, underwriter, broker, or 

dealer. 
• Has been convicted of a felony within the last 10 years. 
• Has been convicted of a misdemeanor involving dishonesty or breach of trust within the last 10 

years. 

 
Violent Crime Act of 1994: 
The violent Crime Act of 1994 / Federal Crimes Act prohibits persons who have been convicted of a 
felony involving dishonesty or breach of trust from engaging in the business. 

 
This Act does not have a time limitation on when the felony occurred, nor does it have a 
grandfathering provision. In addition, no automatic waivers are granted to individuals who possess 
a state insurance license or who hold written consent from one state and seek a nonresident 
license in another state. 

 
The list below provides some examples of crimes identified by regulators to trigger the Act. Other 
serious crimes, including many crimes of violence, may not contain an element of dishonesty or 
breach of trust and may not trigger a prohibition, but will statutorily disqualify an individual 
according to individual state's licensing laws. 



Violent Crimes Act - Triggering Events 

• Arson 

• Bribery 

• Bribe receipt 

• Burglary 

• Car Jacking 
• Conspiracy 
• Crimes Against Children 
• Criminal Impersonation 
• Criminal Solicitation 
• Extortion 

• Forgery 
• Fraudulent Conveyance of Property 

• Fraudulent Use of Credit or Debit Card 

• General Fraud 

• Insurance Fraud 

• Issuing a Badd Check 

• Kidnapping 

• Making False Statement to Obtain Worker's Compensation 

• Perjury 

• Possession of a Forged Instrument 

• Receiving Stolen Property 

• Robbery 

• Sale or Distribution of a Controlled Substance 

• Sexual Abuse 

• Theft by Deception 

• Theft of Property 
• Theft of Services 

• Witness or Evidence Tampering 
 
 

In instances where FINRA identifies a RAPP via fingerprinting, Harbour may choose to support the 
subject through fingerprinting so long as doing so aligns with Harbour's values, and Harbour is 
reasonably certain the individual presents no negligent risk to clients, or Harbour. In working with 
FINRA to retain subjects with RAPP files, Harbour may elect to pass any costs incurred on to the 
Branch office hiring the subject. 



2.7. Termination 

 
Procedure 
All notices of termination are to be routed to the licensing department. Upon receipt of a 
notice of termination, licensing will begin the process of removing access to systems and 
processing the US. Harbour should be informed of termination in a prompt manner. 
Licensing will maintain documentation of system terminations within the individual's file. 

 
The individual's US will be processed once all items have been returned to Harbour, but no later 
than 30 days from the date of termination. 

 
As required by statute, Harbour will provide a copy of the US to the Investment Professional at 
their last known address. However, in cases of the Investment Professional's death, Harbour will 
not send a copy of the US as its receipt won't serve as notice to a deceased individual. 



3. Office Locations 
3.1. Location Requirements 

Procedure: 
Licensing will handle all registration processing for Harbour. Any Investment Professional looking 
to add a new location must get approval from licensing before conducting business at the new 
location. 

 
Licensing will confirm with the CCO approval to add locations for Investment Professionals. 
Additionally, through audits, Harbour will verify the use of each location as well as its address and 
contact information to ensure Form BR for each registered location is accurate. 

 
An Investment Professional must have a Primary Branch Office. Branch offices may be in personal 
residences but may not be mobile. Form BR should be updated when a Branch office is located 
within a personal residence. Harbour does allow Branches to be within personal residences, so 
long as the Investment Professional is able to grant Harbour or an appropriate regulator access to 
any systems or files held onsite. 

 
Staff members engaged in purely clerical work may work remotely from locations which are not 
registered. However, any licensed individuals conducting securities activities must be aligned to a 
registered location. 

 
As outlined in Business Continuity Plans, temporary location changes are permitted when an 
event triggers a BCP. In such circumstances, the personnel at that branch should inform 
licensing at Harbour of the temporary change, and update Harbour when moving back into their 
registered location or to a new permanent location. 

 
Preservation of records and client privacy while moving offices is of utmost importance, and 
Harbour is willing to take delivery of client files for safe keeping, if necessary, in a BCP 
environment. 

 
Securities activities include: 
• Holding out - referencing the location address or phone number on business cards, 

stationary or advertisements, including print or electronic ads 
• Maintaining client files or other company records 
• Maintaining regular office hours 
• Being available to clients on a walk-in basis 
• Using signage to identify an office location 
• Soliciting new accounts or orders 
• Opening new accounts 
• Accepting or entering orders 
• Accepting or processing checks or securities 



 



3.2. Business Continuity Plans (BCP) 

Procedure: 
Harbour's BCP outlines the instances and actions taken when a potential business disruption occurs. 
Harbour's BCP can extend to associated Branches, but Harbour encourages all Branches to develop 
their own BCP. 

 
Reference Harbour's BCP for further details. 



3.3. Office Inspections 

Procedures: 
Harbour Principals will conduct office inspections every three years at a minimum. Each year, 
Harbour's CCO will review the branch roster and ensure all required inspections have been 
completed. This review will be reflected in the Annual OSJ Audit conducted by the CCO. 

 
Harbour's home office serves as its only OSJ, as such it is inspected annually. If Harbour were to 
assign any other branches as an OSJ via Form BR, Harbour would inspect those locations annually 
as well. 

 
Harbour will conduct inspections in an unannounced manner on occasion or when deemed 
necessary by compliance. 

 
Any Investment Professional refusing an inspection will trigger the discipline process. Harbour 
views refusing a required branch inspection as a terminable behavior. 

 
Harbour has contracted with Quest to provide Branch Inspection software. No less than annually, 
Harbour's CCO will review the inspection modules and make changes based on regulatory changes 
as communicated by regulators (SEC and/or FINRA) exam priorities letters. 

 
Harbour maintains three different branch inspection modules: 

• An OSJ Module to be used covering various supervisory functions and ensuring/tracking 
completion of supervisory functions at the OSJ. 

• A Branch Office Module used for primary branch offices covering various topics specific to 
the location itself. 

• A Secondary Location Module used to conduct reviews of locations registered as 
secondary office locations and used as such or used as offices of convenience. Note, 
Harbour does not generally register offices of convenience. 

 
Harbour also has a Rep interview module, which can be attached to any of the branch inspection 
modules. Rep interviews are to review Investment Professional specific activities, such as 
marketing, client records safeguarding, transaction reviews, check blotters, etc. 

 
Generally, deficiencies may be corrected onsite, but should be annotated within the audit report. 
Any deficiency identified should be resolved prior to the next inspection. 

 
Repeat deficiencies may be viewed as recidivist behavior and should be referred by the Principal 
to the CCO for review and potential disciplinary action. 

 
Upon completion of an inspection, the location is provided with a close-out letter. Quest retains a 
copy of the close-out letters for Harbour to access when referencing past findings for future 
audits, as well as providing copies to regulators when needed. 



Principals should strive to cite the specific section of the compliance manual when identifying 
deficiencies in the inspection report. 



3.4. Regulatory Examinations/Inquiries 

Procedure: 
Generally, Harbour is contacted prior to a regulator visiting its OSJ or a Registered Branch. In situations 
where a regulator is providing notice of an upcoming exam, Harbour's CCO or COO are to be notified of the 
pertinent details: date, time, location, and individuals attending. 

 
If a regulator arrives at an office unannounced, steps should be taken to contact Harbour's COO or CCO 
prior to providing the individual with any client information. Harbour will make efforts to confirm the 
identity of the individual prior to providing the individual with any information. 

 
Any request for access to, or copies of, documentation should be received in writing from the regulator 
requesting it. 



3.5. Shared Office/Space 

Procedure 
When offices are in locations where employees of other businesses have no physical barrier to the 
workplaces of Harbour Investment Professionals, it should be deemed a shared office space. 

 
Contributing factors to determining if a location is a shared office space: 
• Clients enter through a single door for multiple businesses. Except when entering a multi­ 

tenant office complex. 
• The Investment Professional shares a copy/scan/fax machine with other non-Harbour 

businesses. 
• Signage is not clear as to which business operates within which space. 

 
Factors suggesting a location is not shared: 
• The Investment Professional has an office space which can be secured to limit access to only 

necessary individuals. 
• Shared meeting spaces do not have signage for other companies on their walls or displayed in 

a manner so as to confuse a client as to which business they are interacting with. 
• Mail is sorted by a shared receptionist into separate mailboxes or delivered to the 

Investment Professional's space. 

 
When located in a shared space/office location, physical files should be secured in a manner that 
allows only those who have been fingerprinted to access them. Electronics should also be 
secured and encrypted, when possible. 



4. Employing Staff 
4.1. Onboarding Staff 

Procedure 
When an Investment Professional seeks to hire additional employees, licensed or non-licensed, 
they must complete the entire fingerprinting process prior to their first day of employment. 
Prior to being approved for fingerprinting Harbour requires the candidates to complete and sign 
its disclosure for pre-hire screening. This form should be completed after a conditional offer has 
been made. 

 
Upon licensing's receipt of the required form(s), a background check will begin. Harbour generally 
looks for statutorily disqualifying items, including court cases through pacer, google searches, 
licensing, FINRA's BrokerCheck, and credit reports. 

 
Licensed and non-licensed staff require approval before fingerprinting and Licensed Staff seeking 
E&O coverage require the approval of two Harbour executive officers before fingerprinting. 

 
Once approved for fingerprinting, Harbour will provide instructions on where to schedule fingerprints. 
It is the candidate's responsibility to schedule and pay any associated fees for their fingerprinting. Once 
captured, the electronic fingerprints are sent from the vendor directly to FINRA's vendor who provides 
them to the Department of Corrections. If no records are found, FINRA is informed and registration of 
the individual to form BR via Gateway may be completed. 

 
However, if the Department of Corrections does find historical disclosures, they will provide a 
report to FINRA titled RAPP. In certain situations, FINRA may require added documentation of 
each item identified on the RAPP sheet. Generally, the CCO will work with the individual directly to 
identify the necessary documentation and to provide it to FINRA. Harbour typically does not 
charge an added fee for this service. 

 
*Note, items which are statutorily disqualifying, may require a FINRA hearing to gain an exception 
to FINRA rules. In such cases, Harbour will first review the circumstances to determine if it will 
allow the candidate to associate with Harbour. If Harbour does agree to proceed with the FINRA 
hearing, the Investment Professional will be billed for all expenses related to the hearing. 

 
Once FINRA has accepted the candidate's fingerprints without further inquiry, then the candidate 
may begin employment. 

 
Although staff are typically not employed by Harbour, Harbour reserves the right to terminate a staff 
member should the individual violate any law, regulation, or policy of Harbour's, or by any which 
Harbour is subject to. Harbour may also terminate staff for recidivist behavior which may not directly 
violate policy, but Harbour views as questionable or not in keeping with the values 



of Harbour. 

 
Documentation of this process is to be kept in the corresponding file for each candidate as well as 
FINRA Gateway. 



4.2. Terminating Staff 

Procedure 
Upon receiving notice of a termination licensing will begin the processing of all regulatory 
updates, as well as providing notice to each necessary department to shut down access to 
various systems. Licensing tracks the completion of these requests via custom trackers and 
follows up with specific departments when necessary. Upon completion of all outstanding 
items, the completed checklist is retained in the corresponding file for the individual who has 
been terminated. 

 
An officer confirms all answers on the US are correct before licensing submits the update to 
FINRA. The officer signs all US's and a copy of the US is sent to the licensed individual's last known 
address. Harbour does not send a copy when the reason for termination is the death of the 
licensed individual. US must be submitted within 30 days of termination, as required by current 
regulation. 

 
As part of Harbour's pre-audit process Harbour will ask to verify the individuals working at a branch 
location, to ensure an accurate form BR. 



4.3. Allowable Staff Activities 

Procedure 
Harbour seeks to ensure that those who are conducting activities which require a license are 
appropriately licensed. Order activity should be submitted with the corresponding Rep ID, Code, 
or name attached to identify the licensed individual who solicited and accepted such orders. 

 
Investment Professionals are responsible for understanding which activities their staff may 
engage in based on licensure. In situations where a question arises, the individual should be 
directed to licensing to access current licensure and if any future additional licensing needs are 
present. 

 
Harbour confirms licensing multiple times each year through annual licensing renewals, annual 
questionnaires/attestations, and when conducted, branch audits. Any licensing issues identified 
should be addressed promptly, but no greater than 60 days from the date of identifying an issue 
or deficiency. 

 
If an Investment Professional submits an order for which they are not licensed, the reviewing 
Registered Principal shall place a hold on the order, or the commission/fees for that 
corresponding order. Depending on the circumstances, the Investment Professional may receive 
compensation after resolving any licensing concerns. However, in circumstances where an 
Investment Professional knows they may be in violation of policy, Harbour may retain all 
commissions/fees earned for the time the Investment Professional lacked appropriate Iicensure. 



5. Gifts/Non-Cash Compensation 
5.1. Definitions 

Definitions 
Active military: Those on full-time duty with the Army, Navy, Air Force, Marines and Coast Guard. 
Those in full-time training or under active published orders for 31 days or more for the National 
Guard and Reserves are considered to be active military. 

 
Business entertainment: Any social event, meal, leisure activity, sporting event, entertainment 
event or event of like nature or purpose, with or without an existing or prospective client and a 
representative of Harbour. Business entertainment includes entertainment offered in 
connection with a charitable event, educational event, or business conference and any 
transportation, meals or lodging related to such event. 

 
Client representative or prospective client representative: A natural person who has the authority 
to direct, or is in a position to influence, the opening or maintenance of securities accounts on 
behalf of an organization, corporation, partnership, Limited Liability Company, small business or 
individual securities account. 

 
Examples include, but are not limited to: 
• CEO 
• President 
• Executive vice president 
• Director 
• 401(k) plan sponsor 
• HR director 
• Individual or entities acting in a fiduciary capacity (e.g., bank, law firm or attorney in fact) 

 
Covered official: Rules enacted by Congress and the Executive Branch govern gifts and business 
entertainment to members and staffers of the U.S. Congress as well as federal officials. 

 
Examples of covered officials include: 
• President, vice president and officers and employees of the Executive Office of the 

President, including those in an 
• Executive Level I through V position and Schedule C employees 
• Any member of the uniformed services serving at grade 07 or above 
• Members of Congress 
• An elected officer of either the House or the Senate 
• An employee, or any other individual functioning in the capacity of an employee, who works in 

any capacity for Congress 

 
De minimis: Items of little or insignificant value. Items considered to be de minimis should not exceed 
$25. 



Training and education: A meeting where securities-related topics or products and services of a 
product sponsor are presented, and neither attendance at the meeting, nor the payment for the 
meeting, is pre-conditioned on the achievement of a sales target. 

 
ERISA plan fiduciary (Employee Retirement Income Security Act): A person is an ERISA fiduciary of 
any employee benefit plan to the extent that the person exercises discretionary authority or 
management control over such plan or any authority or control with respect to the management 
or disposition of its assets; renders or has authority or responsibility to render investment advice 
for a fee or has discretionary authority or responsibility in the administration of such plan. Neither 
title nor office controls the legal designation of fiduciary; however, persons who hold certain 
positions, such as plan administrator or trustee are commonly fiduciaries due to the functions 
they are required to perform. 

 
Examples of an ERISA plan fiduciary include, but are not limited to: 
• Any individual or company who has the authority to hire or fire a service provider to the 

plan. 
• Individuals on a plan's investment committee who are authorized to select plan investments 

and/or an investment consultant who is helping the investment committee to select plan 
investments. 

• The chief financial officer of the company sponsoring a 401(k) plan if he or she can choose the 
plan's record keeper or investment line-up. 

• The trustee of a 401(k) plan is typically an ERISA fiduciary. 

 
Gift: Anything of value given that does not require some action on the part of the recipient. 

 
Gifts of a personal or social nature: Gifts given for special occasions, in the context of a personal 
relationship not related to Harbour Investments. (For example, gifts given to friends or family 
members for weddings, birthdays, bar mitzvahs, birth of a child, hospitalization, etc.). These gifts 
must be paid for by the individual representative and not by the Investment Professional's 
business. 

 
Immediate family: For the purpose of this section, means spouse or domestic partner, adult 
child, minor child, child-in-law, parent, parent-in-law, step-parent, grandparent, grandparent­ in-
law, sibling, step-sibling, sibling-in-law, niece, nephew, aunt, uncle, cousin, or any other person 
you support, directly or indirectly, to a material extent. 

 
Incentive: Anything of value that is given to a client or prospect related to some business activity 
on their part. 

 
Lavish: Means surpassing usual or proper limits; to impress beyond the ordinary; to be very 
generous or give in abundance. 

 
Plan service provider: An entity that services an employer-sponsored retirement plan. 



Product sponsor: An issuer or representative of a product company. 

 
Promotional merchandise: Items with the company logo such as mugs, key chains, umbrellas, tote 
bags, inexpensive shirts and similar items of a value of $30 or less, provided they are not given on 
a frequent basis. 

 
Refreshment: Snack or small meal. 

 
Retail client or prospective retail client: A natural person acting on his/her own behalf who is 
considering or does conduct securities related activity through an Investment Professional and/or 
Harbour. Certain family members who act on behalf of a relative or who are trustees of a 
revocable trust are considered retail clients for the purpose of giving or receiving gifts and making 
charitable donations. 

 
Union official: A member agent, or official of a union who: 
• Has authority over a pool of assets such as a union trust fund. 
• Is a trustee of a retirement plan trust fund governed by a board of trustees made up of half 

union and half employer representatives (also called a Taft-Hartley plan). 
• Is a member of a governing committee (e.g., a plan's administrative committee) of a 

nonunion trust fund. 
• Represents a teacher's union. 

 
Examples of a union official could include, but are not limited to: 
• Union office 
• Union officer 
• Employee of a union 
• Shop steward 
• Agent of a union 
• Union representative or a union's attorney 
• For a Taft-Hartley benefit fund, a union official includes the fund office, union trustee, fund 

employee or any other individual representing the fund 

 
If you have questions about other situations, send an email to Harbour Compliance. 



5.2. Giving Gifts 

Procedure 
Investment Professionals must record gifts given, other than de minimis amounts ($25 or less), in 
Quest. Harbour tracks gifts through Quest, and the CCO reviews gifting totals at year-end. 
The CCO is the designated principal responsible for the supervision of gifts, gratuities, and 
entertainment. The gift log in Quest will capture the name of the recipient, the value of the gift, the 
date it was received, and a brief description of the gift. 

 
Harbour reviews gifting to assure it is not too frequent or excessive that it would create a conflict 
of interest. 

 
Regarding municipal securities customers: an Investment Professional shall not directly or 
indirectly, give or permit to be given anything or service of value, including gratuities, exceeding 
$100 per year to a municipal securities customer. 



5.3. Receiving Gifts 

Procedure 
Investment Professionals must record gifts received, other than de minimis amounts ($25 or less), 
in Quest. Harbour tracks gifts through Quest, and the CCO reviews gifting totals at year­ end. The 
CCO is the designated principal responsible for the supervision of gifts, gratuities, and 
entertainment. The gift log in Quest will capture the name of the giver, the value of the gift, the date 
it was received, and a brief description of the gift. 

 
Investment Professionals must decline or return any gift that exceeds the maximum amount of 
$100 in a calendar year, unless it is a gift of a personal or social nature as described in the 
definitions above. 

 
FINRA Rule 3220 limits the amounts of gifts received from employees of other member firms or 
product sponsors to $100 or less annually. Gifts received from product sponsors are a form of 
non-cash compensation. FINRA Rules 2320 (Variable Contracts), 2341 (Investment Company 
Securities), 5110 (non-traded REITS) and 2310 (Direct Participation Programs) limit the amounts 
of gifts received by a product sponsor to $100 or less. MSRB Rule G-20 limits gifts related to 
municipal securities business to $100 or less annually. The basis for these rules is that the 
offering of non-cash compensation by product sponsors may interfere with your objectivity in 
determining suitability and heightens the potential for loss of supervisory control over sales 
practices. 

 
Regarding Investment Advisory services and Promoters: IAR's and Promoters have a duty to report 
any potential or actual conflicts of interest to their firms. IAR's or Promoters should not accept 
gifts (other than de minimis or those of a personal/social nature) from persons or companies 
already doing business with their firm. 



5.4. Drawings/Door Prizes/Raffles 

Procedures 
Harbour's branch audit process will include questions about Drawings/Door Prizes/Raffles. 
Auditors will capture the average value given to each recipient and will provide education about 
minimums. See compliance manual Drawings/Door Prizes/Raffles for limits and definitions. 

 
Harbour's CCO will review branch audit responses and take corrective actions if violations are 
found. 



6. Complaints 
6.1. Complaints 

Procedure 
All complaints (including verbal complaints) and correspondence connected with a complaint 
must be forwarded immediately to Harbour for handling. 

 
Harbour's CCO will coordinate all complaint-related activities. Harbour's CCO will: 
• Retain a copy of the complaint, 
• Review the activity referenced in the compla int, 
• Determine disclosure requirements for CRD, 
• Update Harbour leadership, and 
• Respond to the complaint. 

 
Harbour currently stores all complaints on its secured shared drive, future complaints will be 
retained in similar form sorted by year and individual making the complaint. If the complaint is 
verbal, Harbour will capture the essence of the complaint within its' response, when not captured 
on a recorded line. 

 
Harbour's CCO will review the complaint, to determine if it meets the definition of a complaint 
under FINRA rule 4513. If the complaint is found to meet the requirements of 4513, then the CCO 
will determine if the complaint meets the requirements for disclosure under 4530. As part of the 
review, the CCO will verify the account activity meets the activity referenced in the complaint. The 
CCO may reach out to the parties involved in the complaint for further clarification or confirmation 
of the details provided. 

 
If the complaint meets the definition of a complaint and/or meets the criteria for disclosure 
under 4530, the CCO will be responsible for reporting the complaint to CRD via a U4/U5 update 
and/or a 4530 Report filing. 

 
The CCO will update Harbour leadership of all complaints and will ensure timely response to a 
complaint. 

 
The CCO is responsible for drafting, and retaining a copy of, the response to any complaint received. 
This response will include a recital of the facts, and the rationale for Harbour's decision regarding 
the complaint. 

 
The CCO may delegate all actions in this procedure except CRD filings. 

 
A representative should not respond to the customer complaint without prior guidance and 
approval from the compliance department. 



A representative is prohibited from negotiating and/or reaching a settlement with a customer 
unless Harbour has approved both the negotiations and the settlement. 

 
Complaint Defined: 
Any grievance made by a customer, or any person authorized to act on behalf of a customer, 
involving the activities of Harbour or a person associated with Harbour in connection with the 
solicitation or execution of any transaction or the disposition of securities or funds of that 
customer. 



6.2. Errors and Omissions 

Procedure 
All Investment Professionals are automatically enrolled in Errors and Omissions (E&O) insurance by 
licensing. 

 
Licensed staff must be enrolled in E&O when they engage in giving advice or recommendations to 
clients without prior direction from their employing Investment Professional. 

 
All Investment Professionals with outside RIA's must provide Harbour with a copy of their current 
E&O policy, annually. Any Investment Professionals with outside RIA's who do not provide copies 
of their E&O policies as requested, may have their correspondence agreement terminated, for 
cause. 

 
Harbour's CCO will be responsible for coordinating renewal of E&O policies each year and will 
utilize the licensing group to ensure accurate headcounts and coverage. Upon annual renewal of 
Harbour's policy, the CCO will ensure licensing sends each covered individual a copy of their 
coverage. 



7. Privacy/Regulation  S-P 
7.1. Client Privacy Introduction 

Procedure 
Harbour has adopted various procedures to implement the firm's policy and conducts reviews to 
monitor and ensure the firm's policy is observed, implemented properly, and amended or 
updated, as appropriate, which include the following: 

 
Non-Disclosure of Client Information 
Harbour maintains safeguards to comply with federal and state standards to guard each client's 
nonpublic personal information ("NPI"). Harbour does not share any NPI with any nonaffiliated 
third parties, except in the following circumstances: 
• As necessary to provide the service that the client has requested or authorized, or to 

maintain and service the client's account. 
• As required by regulatory authorities or law enforcement officials who have jurisdiction 

over Harbour, or as otherwise required by any applicable law; and 
• To the extent reasonably necessary to prevent fraud and unauthorized transactions. 
• In accordance with Harbour's current privacy policy statement. 

 
Investment Professionals are prohibited, either during or after termination of their employment, 
from disclosing NPI to any person or entity outside Harbour, including family members, except 
under the circumstances described above. An IAR is permitted to disclose NPI only to such others 
who need to have access to such information to deliver our services to the client. 

 
Safeguarding and Disposal of Client Information 
Harbour restricts access to NPI to those who need to know such information to provide services to 
our clients. 

 
Any Investment Professional who is authorized to have access to NPI is required to keep such 
information in a secure compartment or receptacle daily as of the close of business each day. All 
electronic or computer files containing such information shall be password secured and firewall 
protected from access by unauthorized persons. Any conversations involving NPI, if appropriate 
at all, must be conducted in private, and care must be taken to avoid any unauthorized persons 
overhearing or intercepting such conversations. 

 
Safeguarding standards encompass all aspects of Harbour that affect security. This includes not 
just computer security standards but also such areas as physical security and personnel 
procedures. Examples of important safeguarding standards that Harbour may adopt include: 
• Access controls on customer information systems, including controls to authenticate and 

permit access only to authorized individuals and controls to prevent providing customer 
information to unauthorized individuals who may seek to obtain this information through 
fraudulent means (e.g., requiring use of user ID numbers and passwords, etc.). 



• Access restrictions at physical locations containing customer information, such as buildings, 
computer facilities, and records storage facilities to permit access only to authorized 
individuals (e.g., intruder detection devices, use of fire and burglar resistant storage devices). 

• Encryption of electronic customer information, including while in transit or in storage on 
networks or systems to which unauthorized individuals may have access. 

• Procedures designed to ensure that customer information system modifications are 
consistent with the firm's information security program (e.g., independent approval and 
periodic audits of system modifications). 

• Dual control procedures, segregation of duties, and background checks. 
• Monitoring systems and procedures to detect actual and attempted attacks on or intrusions 

into customer information systems (e.g., data should be auditable for detection of loss and 
accidental and intentional manipulation). 

• Response programs that specify actions to be taken when the firm suspects or detects that 
unauthorized individuals have gained access to customer information systems, including 
appropriate reports to regulatory and law enforcement agencies. 

• Measures to protect against destruction, loss, or damage of customer information due to 
potential environmental hazards, such as fire and water damage or technological failures 
(e.g., use of fire-resistant storage facilities and vaults; backup and store off site key data to 
ensure proper recovery). 

• Information systems security should incorporate system audits and monitoring, security of 
physical facilities and personnel, the use of commercial or in-house services (such as 
networking services), and contingency planning. 

 
Any Investment Professional who is authorized to possess "consumer report information" for a 
business purpose is required to take reasonable measures to protect against unauthorized 
access to or use of the information in connection with its disposal. There are several 
components to establishing 'reasonable' measures that are appropriate for the firm: 
• Assessing the sensitivity of the consumer report information we collect. 
• The nature of our advisory services and the size of our operation. 
• Evaluating the costs and benefits of different disposal methods. 
• Researching relevant technological changes and capabilities. 

 
Some methods of disposal to ensure that the information cannot practicably be read or reconstructed 
that Harbour may adopt include: 
• Procedures requiring the burning, pulverizing, or shredding or papers containing consumer 

report information. 
• Procedures to ensure the destruction or erasure of electronic media. 
• After due diligence, contracting with a service provider engaged in the business of record 

destruction, to provide such services in a manner consistent with the disposal rule. 



7.2. Protecting Client 
Information/Records/File
s 

Procedure 
When an employee terminates from Harbour, or from an associated Investment Professional, Harbour 
terminates access to all systems. Licensing is responsible for tracking the termination of system 
access in the respective individual files. 

 
Additionally, security codes and access cards to Harbour offices are collected and disabled. 

 
Harbour staff use Multi-Factor Authentication on electronic devices such as desktops/laptops 
used for work. All other systems are password protected and utilize firewalls/encryption to 
protect digital client data. Digital files are also backed up to shared drives/cloud computing for 
easier recovery in situations where a business disruption may occur. 

 
Harbour utilizes shredding services for destruction of any paper documents containing private 
information. 



7.3. Privacy Notice 

Procedure 
All clients who have conducted business with Harbour are to receive, or have access to, a copy of 
Harbour's Privacy Policy. After initial delivery, clients may choose to opt out of future delivery, by 
indicating in writing. 

 
Annually, all Investment Professionals will confirm that their clients have either received a copy of 
the Privacy Policy or have opted out of receiving a copy. The confirmations are retained in the 
Investment Professionals internal file. 

 
Harbour will not share client information in a manner that violates its own Privacy Policy or the 
regulations the Privacy Policy looks to support. 



7.4. Reporting Privacy Incidents 

Procedure 
Any privacy breach should be reported to the CCO. Upon review of the breach, any electronic 
breach will be referred to the cyber security team at Harbour for review and resolution. 



7.5. Privacy Considerations When 
Using Email 

Procedure 
As part of Harbour's email review, principals will be noting and correcting instances where 
information is being shared without proper encryption or security. Principals will escalate any 
emails where the sender exhibits recidivist behavior or is unreceptive to correction. Escalated 
email reviews will be handled by the CCO, or a delegate, for resolution and next steps. 



8. Knowyour 
Customer/Suitability /Disclosure 
8.1. Know Your Customer 

Procedure 
Harbour reviews each Customer Information Profile submitted to ensure accuracy of data. Upon 
review, a Principal approves the information, and a confirmation letter is delivered to the client. 

 
ClP's should be updated any time a client has a material change in any of the data points 
collected. Currently, Harbour has CIP's for individuals, and entities. Harbour also utilizes CIP 
maintenance forms used to update limited CIP data. 

 
If a CIP has not been updated in three (3) years Harbour will, at the direction of the Investment 
Professional, send a CIP confirm to the customer. CIP Confirms inform the customer of the 
information by which suitability determinations are based upon, as well as encouraging the 
customer to contact either the Investment Professional or Harbour with any updates. 

 
Harbour does allow Investment Professionals to submit ClP's and CIP updates without customer 
signatures so long as the Investment Professional signs the form attesting to delivery of the 
documents disclosed on those forms. *Note: Customer signatures cannot be Medallion 
Guaranteed without the customer physically signing a CIP. As a best practice, the first CIP should 
be signed by the customer. 

 
Harbour's clearing firms do not allow customers with foreign assets. In situations where State 
employees, military members, or other government employees are living abroad on US soil, i.e., 
embassy compounds, US military bases, CIA/FBI stations it is recommended that the customer 
establish a POA with a US residential address. 

 
Harbour, through Atlas, conducts FINCEN and OFAC searches to identify and report any 
individuals who may be engaged in nefarious activities. Any accounts identified as attached to a 
person or entity on a FINCEN or OFAC list will be disclosed to the proper authorities. At times, 
Harbour will also run other reviews based on sanctions issued by various regulators. 



8.2. Establishing and Working with 
an Authorized Person/Trusted 
Contact 

Procedure 
Harbour's CIP has fields for the collection of a Trusted Contact as required under FINRA Rule. 
Communication with Trusted Contacts should be limited to verifying the health and wellness of 
clients, as well as discussing concerns over mental capacity. 

 
Those listed as Trusted Contacts on the CIP, but don't have a POA or Trust granting them power to 
conduct business on behalf of the client are not allowed to obtain account information, or direct 
transactions in an account. 

 
In cases involving a client's diminished capacity, Trusted Contacts should be encouraged to seek the 
appropriate legal remedies for establishing POA's or Trusts, granting individuals the authority to 
act on behalf of the client. 



8.3. Recommendations to Clients 

Procedure 
Harbour will review each transaction submitted for suitability. 

 
In reviewing for suitability, a principal may take several data points into consideration. Generally, 
the client's risk tolerance, investment timeframe, experience, income, net worth, and liquid net 
worth are reviewed as part of each transaction. Other, product specific requirements will be 
reviewed as necessary, and are discussed in their respective section below. 

 
Principals will only approve transactions for clients whose CIP information is not more than 3 
years old. Should a transaction occur with outdated CIP information, the principal will hold 
commissions earned, if identified prior to compensation, and will require an updated CIP prior to 
releasing any commissions or approval of the product. 



8.4. Senior Investors 

Procedure 
Harbour Principals conduct suitability reviews for senior investors with the following additional 
considerations in mind: 
• Product or strategy risk: Certain products or strategies may pose risks that may not be 

appropriate for many senior investors because of investment time frame, volatility or 
withdrawal penalties. Consider whether the risk level of the recommended product or 
service is consistent with the senior investor's age, retirement status and financial 
objectives. 

• Liquidity needs: Senior investors who have a fixed income may have a greater need for 
liquidity in their investment portfolio. Consider whether the senior investor's cash flow is 
sufficient to meet planned expenses such as mortgage or rent, or unplanned expenses. 

• Health care needs: Senior investors may be relying on investment assets to cover 
anticipated and unanticipated health care costs. Consider whether the senior investor has 
health insurance and whether he or she has a long-term care policy. 

• Income and estate tax treatment: Although all tax questions should be referred to a tax 
advisor, senior investors may wish to take advantage of gifting opportunities or products 
that have income or estate tax advantages. Consider the senior investor's priorities 
regarding reducing income and estate tax liability. 

• Investment time frame: As lifespan increases, senior investors have an increased risk of 
outliving their assets. Consider whether the senior investor runs the risk of outliving their 
assets. 

• Cost: All costs and fees should be considered over the expected lifetime of the investment. 
This factor is not intended to limit Investment Professionals from recommending a complex or 
more costly product or investment strategy if there is a reasonable basis to believe it is in the 
best interest of the client. 

 
Harbour believes these considerations meet the requirements as laid forth in FINRA's notice to 
members 07-43. 



8.5. Switch Transactions and Replacements 

Procedure 
Switch transactions should be submitted with a completed liquidation form and Letter of 
Understanding (LOU). Liquidation forms show the client and Harbour what benefits may be lost by 
moving from one product to another, and LOU's serve to disclose to Harbour the reasoning for the 
client's investment decisions. The LOU should be legible and accurately reflect the client's intent. 
Harbour uses LOU's and Liquidation forms to conduct suitability reviews and provides these 
forms to regulators and third parties when requested. 

 
Disclosure 
Replacements must be disclosed in the paper application process, along with submission of the 
applicable signed and dated transfer/rollover/exchange form(s) and/or state replacement form(s). 
Upon approval of the application, the carrier will submit the transfer/rollover/exchange request 
to have the proceeds sent directly to the new investment. 

 
Rationale 
These policies and procedures have been established in accordance with SEC Regulation Best 
Interest, FINRA Rule 2111, FINRA Rule 2330, State replacement regulations and applicable NAIC 
Model Regulations. 

 
SEC Regulation Best Interest requires that when making a recommendation of any securities 
transactions (including account recommendations), an advisor must act in the best interest of the 
client at the time the recommendation is made, taking into consideration the client's investment 
profile and other relevant factors, as well as the potential risks, rewards, costs, and reasonably 
available alternatives. 

 
FINRA Rule 2111 requires you to have a reasonable basis for believing each recommendation of a 
transaction or investment strategy in any security is suitable, considering the client's circumstances 
and investment profile. 

 
The required disclosure forms were developed to help ensure: 
• The client understands the fees and other costs associated with both sides of a switch 

transaction or replacement. 
• The Investment Professional documents the client's understanding of these costs, as well as 

the reason why the switch transaction or replacement is suitable. 
• The Investment Professional and the firm meet regulatory expectations. 

 
In addition, certain states have expressed concerns about improper twisting and churning tactics 
when replacing insurance and annuity products. Liquidation Forms and LOUs help Harbour 
identify these situations. 

 
Definitions 



Cash equivalent: For the purpose of this section, refers to any of the following: 
• General banking products (e.g., checking, savings, money market) 
• Sweep account options. 

 
Churning: For the purpose of this section, refers to the practice of replacing an existing life 
insurance policy or annuity contract with another insurance policy or annuity contract with the 
same insurer for the sole purpose of earning additional premiums, fees, commissions, or other 
compensation. 

 
Replacement: A transaction that involves the purchase or funding of an annuity or life insurance policy 
and an existing policy or contract has been or is to be: 
• Lapsed, forfeited, surrendered, or partially surrendered, assigned to the replacing insurer, or 

otherwise terminated within the most recent 13 months. 
• Converted to reduced paid-up insurance, continued as extended term insurance, or 

otherwise reduced in value using nonforfeiture benefits or other policy values. 
• Amended to effect either a reduction in benefits or in the term for which coverage would 

otherwise remain in force or for which benefits would be paid. 
• Reissued with any reduction in cash value or 
• Used in a financed purchase: 

o A loan from an existing life insurance policy or annuity contract 
o A dividend withdrawal from an existing life insurance policy or annuity contract 
o Redirected funds that have previously been used to satisfy premium payments on an 

existing life insurance policy or contributions into an annuity contract. 

 
Switch transaction: Generally, a switch occurs when an existing investment product is redeemed 
or surrendered to purchase or fund another investment product. 

 
Twisting: Misrepresenting a policy or making incomplete comparisons of policies to induce a 
policy owner to change or replace an existing policy. 



8.6. Required Disclosures 

Procedure 
Harbour's disclosures are layered into the client relationship. As Investment Professionals meet 
with, recommend, and solicit products/strategies, the required disclosures for each product are 
specifically designed to meet regulatory minimums as well as educate the client on various 
aspects of the industry. 

 
An Investment Professional should never alter a disclosure. Altering a disclosure is defined as 
changing a disclosure by re-wording it, removing portions of it, adding to a disclosure, or removing 
it entirely. Any unapproved alterations should be addressed by the principal who discovers the 
alteration, and if the behavior continues, referred to the CCO for discipline. 
You must always represent yourself, the products and services you offer, and Harbour accurately, 
objectively and truthfully. 

 
Reg Bl/Form CRS and privacy policy disclosures are provided with the CIP and should be delivered to 
the client, or the client should be directed to the digital version on Harbour's website, if the 
client would rather receive a digital copy. 

 
Principals should ensure that all required documentation is on file when transactions are 
submitted. A transaction should not be approved until all documents are in good order and have 
been received. 



8.7. Principal - Client Contact. 

Procedure 
Harbour's Principals may, at times, need to contact clients to confirm orders, gain clarity 
around client goals/objectives, confirm the client understands certain risks/benefits to specific 
products, or when conducting a review of a service concern/compliant/heightened supervision. 

 
In all client contacts, the Principal should: 

• Avoid negative tone or conversation about the Investment Professional. 
• Ask questions in a polite manner. 
• Give the client the opportunity to ask any questions they may have. 
• Provide the client with your direct line, so they may contact you with any further 

questions. 

 
When possible, the Principal should let the Investment Professional know about the call before 
reaching out to the client, allowing the Investment Professional the opportunity to obtain the 
information on the Principal's behalf. The Principal should also seek to schedule the call with the 
client at a time most beneficial for the client, the Investment Professional may assist in scheduling 
this call, and the Investment Professional may participate in the call when deemed appropriate. 
Any Principal making contact with a client should be completing the call on a recorded line and 
should have either a Director or Vice President in the room to overhear the calI. 

 
At no time is it appropriate to speak negatively about the client's goals or objectives. The client 
should be thanked for their participation and informed that any follow-up, if needed, should be with 
their Investment Professional. 



9. Broker-Dealer/Insurance Products - 
Sales and Service 
9.1. Regulation Best Interest (REG BI) 

Procedure 
When reviewing transactions under Reg Bl, Principals should follow the guidance in each 
corresponding section of the Compliance Manual and Written Supervisory Procedures to 
ensure the transaction fits within the guidelines of Reg Bl. 

 
Our CCO, Senior Management, and other appropriate associated persons oversees Reg Bl and Form 
CRS procedures and controls for both broker-dealer and advisory activities, and shall ensure the 
following: 

• Prohibit sales contests, sales quotas, bonuses, and non-cash compensation based on the 
sale of specific securities or specific types of securities within a limited period of time 
with respect to our Investment Professionals; 

• Avoid compensation thresholds that disproportionately increase compensation through 
incremental increases in sales; 

• Carefully evaluate and not offer products to customers when the conflicts associated 
with those products are too significant to be mitigated effectively; 

• Disclose existing conflicts of interests and mitigate any conflicts that create an incentive for 
our Investment Professionals to place the interest of Harbour (or themselves) ahead of the 
customer; 

• Prior to or at the time of a recommendation, reasonably disclose, in writing, all material 
facts about the scope and terms of our relationship with the customer, including: the 
nature of the relationship, material fees and costs, the type and scope of services to be 
provided, whether or not account monitoring services will be provided, and any conflict of 
interest associated with the recommendation that might incline us to make a 
recommendation that is not disinterested; 

• Review our structure, relationships, business lines, existing procedures, existing 
documents, and existing Investment Professionals to ensure compliance with Reg Bl; 

• Review copies of marketing materials given to retail customers including any that use 
the term "adviser" or "advisor"; 

• Identify and mitigate any conflicts of interest associated with recommendations that 
create an incentive for an Investment Professional to place the interest of our firm or the 
individual ahead of the interest of the retail customer; 

• Monitor recommendations that are: near compensation thresholds; near thresholds for 
firm recognition; involve higher compensating products, or transactions in a principal 
capacity, or involve the rollover or transfer of assets from one type of account to another 
or from one product class to another; 

• For comparable products, refrain from providing higher compensation, or providing 
other rewards, for the sale of proprietary products or products from providers with 
which we have entered into revenue-sharing agreements; 



• Monitor the suitability of Investment Professional's recommendations especially at key 
liquidity events in an investor's life cycle when the impact of those recommendations may 
be particularly significant; 

• Review and monitor the process for identifying implicit hold recommendations; 
• Identify and disclose any material limitations placed on the securities or investment 

strategies involving securities that may be recommended to a retail customer and any 
conflicts of interest associated with such limitations; prevent such limitations and 
associated conflicts of interest from causing the registered representative to make 
recommendations that place his or her interest ahead of the interest of the retail 
customer; 

• Review existing disclosures to ensure compliance with Reg Bl and create any necessary 
new disclosures, including the rationale for a reasonable basis to believe 
recommendations are in the best interest of the retail customer; 

• Ensure all individuals making investment recommendations and those who supervise 
them receive training how to properly comply with Reg Bl, including ensuring that 
recommendations satisfy the care obligation; 

• Make sure the CCO undertakes and documents an annual review of our Reg Bl policies and 
procedures, including a review of any violations uncovered during the past year. Based on 
the findings of this review, decisions may be made regarding the continuation of current 
policies and procedures; 

• Maintain documents regarding: 
o The conflicts of interest disclosure provided to each retail customer; 
o Records that reflect a relationship summary was provided to each retail investor, 

including any relationship summary that was provided before such retail investor 
opens an account, along with a copy of each relationship summary. These records 
will include the date of delivery to the retail customer. They will be retained for six 
years; 

o The training Investment Professionals receive on Reg Bl compliance; 
o Our CCO's annual review of the policies and procedures; 
o Any instances of non-compliance and remedial measures taken. 
o A copy of all training materials used in the process of training employees on Reg 

Bl; 
o Surveillance designed to identify recommendations inconsistent with Reg Bl; 
o Lists of third parties or affiliates the firm has arrangements with for sale of 

products to retail customers; 
o List of any products reviewed by the firm for consistency with Reg Bl; 

• Update the relationship summary and file it in accordance with Form CRS instructions 
within 30 days whenever any information in the relationship summary becomes 
materially inaccurate; 

• Communicate any changes in the updated relationship summary to retail investors who 
are existing clients or customers within 60 days after the updates are required to be made 
and without charge. The communication can be made by delivering the amended Form 
CRS or by communicating the information through another disclosure that is 



delivered to the retail investor. 
• Deliver the most recent relationship summary to a retail investor who is an existing client 

or customer before or at the time they: (i) open a new account that is different from the 
retail investor's existing account(s); (ii) recommend that the retail investor roll over assets 
from a retirement account into a new or existing account or investment; or 
(iii) recommend or provides a new brokerage service that does not necessarily involve the 
opening of a new account and would not be held in an existing account; and 

• Deliver the relationship summary within 30 days upon an investor's request. 



9.2. Assets in Qualified Plans/IRA's 
9.2.1. Employer Sponsored Retirement Plans 

 
Procedures 
Harbour does allow Investment Professionals to service employer sponsored retirement plans, in 
such cases, the Principal reviewing these transactions should review Compliance Manual: 
Employer Sponsored Retirement Plans to identify any limitations or special considerations in 
addition to ensuring the capture of the following data: 

• The name of the plan 
• The name of the sponsor (employer) if different than the name of the plan 
• The address of the sponsor (employer) 
• The plan's tax identification number 
• The general types of products to be used in the plan 
• The name of the person authorized to execute agreements and documents for the plan 
• Estimates for the annual contributions, and current plan assets 
• The name of the Investment Professional and the annual compensation paid to Harbour by 

the plan 
• The Name of each Trustee for the plan and their Driver's License Number or other 

government issued identification 
• A Trustee or the designated signatory must sign and date the form. 
• Indicate if any of the Trustees are affiliated with FINRA or an Exchange Member. 



9.2.2. Rollovers and IRA Transfers 
 

Procedures 
Harbour has adopted various procedures to implement the firm's policy, conducts reviews to 
monitor and ensure the firm's policy is observed, properly implemented and amended or 
updated, as appropriate, which include the following: 

• Ongoing awareness and periodic reviews of an ERISA client's investments and 
portfolio for consistency with the "prudent man rule." 
• Harbour does not permit its Investment Professionals or IARs to vote proxies for the 
benefit of any plan. 
• On-going awareness and periodic review of any client's written investment policy 
statement/guidelines so as to be current and reflect a client's objectives and guidelines. 
• Verification that the plan fiduciaries have established and maintain and renew on a 
periodic basis any ERISA bonding that may be required; or if plan documents require the 
investment manager to maintain required ERISA bonding, Harbour will ensure that such 
bonding is obtained and renewed on a timely basis. 
• Providing the responsible plan fiduciary of an ERISA-covered defined benefit plan or defined 
contribution plan with required disclosures to enable the plan fiduciary to determine the 
reasonableness of total compensation received for services rendered and identifying 
potential conflicts of interest. 
• Monitor for and make any annual DOL filings (Form LM-10) for reporting financial 
dealings with union representatives. 
• If Harbour acts as investment manager, general partner or managing member of any 
private or hedge funds or pooled investment vehicle, the firm will periodically monitor the 
percentage of ERISA plan and IRA assets in each fund for ERISA 25% Plan Asset Rule purposes. 
• Identify and monitor any party in interest affiliations or relationships existing between 
the firm and any client ERISA plans to avoid any prohibited transactions. 
• Ensure oversight of third-party service providers with regard to current disclosure 
requirements. 
• Ensure that all conflicts of interest as well as potential conflicts are fully disclosed to 
the client and the client advised that he/she has a choice whether to follow Harbour's 
recommendation when such a conflict appears. This is particularly true when marketing 
concessions, expense reimbursement and/or 12b-1 fees are paid to Harbour or its 
advisor. It creates a conflict when recommending a broker-dealer, mutual fund product 
and/or custodian. 

 
If an ERISA fiduciary seeking to obtain safe harbor relief under the QDIA regulation, include the 
following: 

• Ensure assets are invested in a QDIA; 
• Ensure that participants and beneficiaries have been given an opportunity to provide 
investment direction, but have not done so, and maintain appropriate supporting 
documentation; 



• Provide initial and annual notice to participants and beneficiaries in accordance with 
regulatory requirements; 
• Materials, such as investment prospectuses, are furnished to participants and 
beneficiaries; 
• Ensure participants and beneficiaries have an opportunity to direct investments out of a 
QDIA as frequently as from other plan investments, but at least quarterly; and 
• Ensure that the plan offers a "broad range of investment alternatives" as defined 
under Section 404(c) of ERISA. 

 
If applicable as a QPAM, include the following: 

• Monitor transactions effected on behalf of the plan to ensure compliance with the 
requirements of the exemption with respect to the management of those plan assets. 

 
(AND, if the transaction relies on Part I of the QPAM Exemption, which is applicable to general 
transactions between the plan or fund managed by the QPAM and parties in interest with respect 
to such plans, then the written policies and procedures must also include requirements that): 

• The party in interest (i) does not have disqualifying power over the QPAM (i.e., the 
power to terminate the QPAM or to negotiate the terms of the QPAM's management 
agreement), and (ii) is neither the QPAM itself nor a party related to the QPAM; 

 
If a fiduciary adviser and providing investment advice to participants for separate compensation, 
ensure that such advice is provided under one of the following two arrangements: 

•Asa fiduciary adviser, investment advice will only be provided to participants for separate 
compensation pursuant to an eligible investment advice arrangement that provides for 
either; 
• Level compensation being earned, i.e., any direct or indirect compensation received 
will not vary depending upon the participant's selection of a particular investment 
option, or 
• Such advice will be rendered utilizing a computer model which has been certified as 
being unbiased by an independent expert. 



9.2.3. Substantially Equal Periodic Payments (SEPP) 72t/72q 
 

Procedures 
If suitable, Investment Professionals may recommend a strategy involving a SEPP. 

 
Principal review of a SEPP should include a review of the requirements for setting up Substantially 
Equal Periodic Payments (SEPP) 72t/72q. 

 
In addition, the reviewing principal should ensure the Investment Professional has informed the 
client of the potential impact a SEPP may have on VA income riders. This confirmation may be 
retained via email. 



9.2.4. Advice on Outside Workplace Retirement Plans 
 

Procedure 
Investment Professionals may provide advice on Outside Workplace Retirement Plans within the 
context of an advisory relationship. 

 
Harbour does utilize a program (currently Ponterra) where the client may grant access to their 
Outside Workplace Retirement Plan in an effort to manage these assets without password 
sharing. Harbour compliance has access to the program and conducts periodic reviews of 
activity. 



9.3. General Securities 
9.3.1. Equity Securities/Exchange Traded Products 

 
Procedures: 
Harbour supervises equity securities and exchange traded products at the recommendation, 
trading, and servicing level. 

 
An Investment Professional may recommend certain products if they are suitable and are in the 
client's best interest. As outlined in the Compliance Manual section regarding Equity 
Securities/Exchange Traded Products, some investments may not be solicited, but may be 
purchased if unsolicited, or may be held if transferred over from another B/D. Additionally, some 
products may be purchased, but require training of the Investment Professional in association with 
their purchase. In such cases the Investment Professional should complete required to sell 
training as necessary, the Investment Professional's profile in ATLAS should be updated to reflect 
the completion of the required to sell training, and Principals reviewing trades via daily trade 
blotters and monthly exception reports should be confirming the Investment Professional has 
completed the training before approving the trades. If the Investment Professional has not 
completed the training, the principal will assign the training and ensure its completion prior to any 
further trades. 

 
Training is required for the investments below and can be found in Quest, with the exception of 
Structured Notes Training, which is completed through First Trust and Harbour has access to the 
training dashboard to see completion and passing exams. Compliance may review training 
completed at other firms and may grant exceptions to the training requirement if the Investment 
Professional can provide a certificate of completion from their previous B/D, or its vendor and 
compliance believes the program completed has given the Investment Professional at least equal 
education to Harbour's current training materials. Training completed prior to January 1, 2023, and 
certificates from previous B/D's will be retained in LaserFiche before updating the Reps ATLAS 
profile to indicate completion of the training. Any Investment Professional who is: unresponsive to 
the training, refuses to complete the training, or continues 
to trade the products without completing the required training may be subject to discipline and 
will bear the costs of trade corrections in reversing the trades placed. 

 
Trade Reviews: 
During daily trade reviews Principals should ensure the following criteria are met for the 
corresponding securities: 

 
Penny Stocks: Investment Professionals are not allowed to solicit penny stocks at Harbour. In such 
cases where a client seeks to acquire a penny stock, a Penny Stock Disclosure Form needs to be 
submitted with the first purchase. A Penny Stock Non-Solicitation Form is required with each 
purchase of a penny stock. These forms provide SEC required disclosures and confirms the non-
solicitation via client signature. The forms may be acquired after trading, but education should be 
provided to the Investment Professional stressing the importance of obtaining them 



prior to trading. Discipline may be issued if the Investment Professional needs regular reminders 
to acquire forms before trading. A reviewing Principal should look for frequency of purchases, and 
number of clients purchasing to identify possible mismarked trades. 

 
Inverse or Leveraged ETF's: Investment Professionals may not solicit either of these products if 
based on the VIX. Other Inverse or Leveraged ETF's may be solicited if the Investment Professional 
has been given written permission by a Principal prior to soliciting the product. In reviewing these 
trades, the Principal should ensure completion of training by reviewing the Investment 
Professional's profile in ATLAS. Any trades identified by exception reports as having been completed 
without the required training may stand if the Investment Professional completes the training prior 
to any future trades. Additionally, the Investment Professional should complete the ETF LOU 
providing disclosure to the client of the nature of these investments. 

 
Definitions 
Actively managed ETF: An actively managed investment that attempts to outperform a specific 
index and does not mirror index holdings. 

 
American depository receipt (ADR): A certificate issued by U.S. banks that represent a share of a 
foreign company and trade on U.S. exchanges. ADRs allow investors the ability to invest in foreign 
companies with U.S. dollars while avoiding foreign taxes and exchange fees. Each ADR share 
Represents a share or shares, depending on the ratio, of a foreign company. 

 
Closed end fund (CEF): An Investment Company that issues a fixed number of shares in an actively 
managed portfolio of securities and other assets and thus is similar in many ways to a traditional 
mutual fund. However, the shares may be traded throughout the day on a securities exchange. 
The price is set by the prevailing intraday price, which may be a premium or a discount to the net 
asset value of the underlying securities. 

 
Equity security: Ownership interest in a corporation in the form of a common stock or preferred 
security. For purposes of this policy this definition includes rights and warrants. 

 
Exchange traded fund (ETF): An investment that offers undivided interest in a pool of securities and 
other assets. ETFs are technically open-ended investment companies, though they are typically 
passively managed. Sponsors are able to issue additional shares, through "creation units" to 
authorized participants (typically institutional investors). Authorized persons in turn may offer 
shares through the secondary market allowing shares to be bought and sold throughout the day 
on a securities exchange, at the prevailing intraday price. 

 
Exchange traded managed fund (ETMF): An actively managed investment hybrid between a mutual 
fund and an exchange traded fund. 

 
Exchange traded note (ETN): A senior, unsecured, unsubordinated debt security issued by an 
underwriting bank which, similar to other debt securities, has a maturity date and is backed 



only by the credit of the issuer. 

 
Foreign Equity: Represents ownership interest in a foreign corporation. Liquidity, exchange rates 
and other fees associated with owning such securities should be taken into consideration when 
considering the purchase of foreign shares. U.S. investors do not have access to all foreign 
exchanges, and all trades are settled in U.S. dollars. 

 
Index ETF: An investment that attempts to mirror the holdings and performance of a specific 
stock market index by investing their assets proportionately in the underlying securities of the 
index. 

 
Inverse ETF/ETN: An investment designed to perform opposite of a specific index or benchmark 
often by using short selling, trading derivatives such as futures contracts, and other leveraged 
investment techniques, also known as reverse ETFs/ETNs or short ETFs/ETNs. 

 
Leveraged ETF/ETN: An investment that seeks to outperform or multiply the return of a specific 
market index, sector, commodity or currency on a daily basis, often by using derivatives such as 
options, swaps and index futures to magnify the actual return of an underlying market index by 
leveraging more than one time of the underlying index. 

 
Master limited partnership (MLP): Offers interests, known as units, that typically are traded on a 
securities exchange, or an active secondary market. MLPs may offer relatively high yields and 
consistent distributions of cash, as well as limited liability to investors as a limited partner. 
However, MLPs also include partnership tax consequences which may be complex and introduce 
additional risks that you should consider before investing. 

 
Penny stock: A reference to an equity security that is listed solely on the OTCQX, OTCQB or OTC Pink 
Sheets in the US, and/or trades at two dollars per share or less at the time of purchase. 

 
Preferred security: A hybrid fixed income security which provides a specific dividend or interest 
payment paid before any dividends are paid to common stockholders, and which takes precedence 
over common stock in the event of liquidation. Most preferred securities do not allow for voting 
rights. 'Preferred security' is a broad definition which encompasses preferred stock, trust 
preferred, convertible preferred, and exchange traded debt. 

 
Publicly traded business development company (BDC): Companies created to help grow small 
companies that are in the initial stages of development. They are functionally very similar to 
venture capital funds in that they invest in senior secured debt of private companies, but they also 
allow smaller non- accredited investors to invest in start-up companies. BDC's are often set up 
similarly to closed-end investment funds. 

 
Publicly traded real estate investment trust (REIT): A company that owns, and typically operates, 
income-producing real estate. REITs are modeled after mutual funds and are most often sector 
specific. To qualify as a REIT, a company must satisfy many standards, such as 



having at least 100 shareholders, being managed by a board of directors and paying at least 90% of 
its taxable income in the form of dividends each year. 

 
Right: A short-term security, offered by the issuer that allows existing shareholders to purchase 
additional shares of the underlying security as part of a new offering, proportionate to their current 
holdings, at a price below the market value of the underlying security at the time the rights were 
issued. 

 
Volatility ETF/ETN: An investment that provides as its primary objective exposure to the market's 
expectation of future volatility using VIX futures. 

 
Warrant: A derivative product, offered by the issuer, which gives the holder the right to purchase 
securities (usually the underlying equity) from the issuer as a specific price, within a specific time 
frame. 



9.3.2. Margin 
 

Procedure 
Harbour monitors margin violations through its clearing firms. If a clearing firm notifies Harbour of 
a margin call, Harbour will assist the Investment Professional and Client in determining the manner 
of resolution which may be in the client's Best Interest. Principals should review account 
applications to ensure margin agreements are submitted with accounts seeking margin approval. 

 
Analysis 
Take into consideration the following when conducting an analysis related to a transaction or 
investment strategy involving a margin loan: 

 
Investment Objectives: Acceptable primary investment objectives for trading purposes include 
Speculation, Growth or Growth with Income .. 

Risk Tolerance: In or·der to establish margin for trading p11,ui:u::ises, the account should have a 
risk tolerance of Moderate/ Aggressive or Aggressive. lln order to establish ma1rgin for 
Uquidity purposes or pledge lending, there is no required risk tolerance as sernrities nnay be 
used as a !loan source; however, cllients need to be mindful of the risk considerations related 
to using a sernrities based lending solution for this purpose as opposed to using any other 
lending source. 

Tax Considerations: The clearing broker may not review holding periods when liquidating to 
cover a margin deficiency. If a liquidatiion is needed to cover a margin call, the sale of a 
sernrity held less than one year would be subject to short term capital gain tax at a hiigher 
rate than a sern1'ity that has been held longer than one year. 

Cost: You a1"e not requi1'ed to recommend the llowest cost product but instead slhoulld be 
able to explain your prncess for considering the costs and fees of n!asonably available 
allternatives for meeting the cllient's needs and preferences. 



9.3.3. Options 
 

Procedure 
Harbour does allow options trading. Investment Professionals must conduct themselves in 
accordance with Reg Bl when making options related recommendations. 

 
Harbour Investments recognizes that transactions involving options are more complex than 
regular securities transactions and require more extensive supervision. The firm has Registered 
Options and Security Futures Principals ("ROSFP") in order to provide the required supervision. In 
general, each ROSFP has the following responsibilities: 

• Responsible for providing overall support for all options trading and for the supervision of 
all activities involving options; 

• Responsible for overall compliance with the rules and regulations of the various 
securities regulatory entities as well as Harbour's policies and procedures applicable to 
options trading. 

• Training staff and Investment Professionals: 
o Understanding the significance of the compliance program as it applies to 

options trading; 
o The staff and Investment Professionals will be promptly notified of any changes in 

option trading rules, regulations and procedures; and 
o There will be periodic reviews of positions and exercise limits. 

• The review and acceptance of new CIP forms; 
• Sending revised prospectuses to all applicable options customers when they are 

received from the Options Clearing Corporation; 
• Periodic reviews of option accounts that will include an examination of new account 

documentation; 
• Verification that all option activity is approved for that level of options trading and if a 

restricted trade was made, the following steps will be taken: 
o The Investment Professional committing a violation will be required to explain in 

writing why this activity took place; 
o If an adequate explanation is not obtained, a ROSFP will notify the Investment 

Professional that the trade will be broken; and 
o Any losses will be charged to the Investment Professional and gains will be 

credited to Harbour. 
• Approval of all options advertising prior to use; and 
• The assignment of exercise notice will be as follows: 

o The Transaction Department will be notified that an assignment has been made to 
Harbour by the clearing agent; 

o The Transaction Department will notify the Investment Professional; 
o The Investment Professional is responsible for notifying the customer of the 

exercise notice and will obtain either the necessary securities or a check made 
payable to Harbour or the clearing agent; and 



o The Transaction Department will forward the securities or the check to the 
clearing agent. 

• Take administrative action to resolve any failures to comply with Harbour's or the 
clearing agent's options procedures; 

• Conduct an ongoing examination of all areas of compliance to ensure that all options 
procedures are being followed and if necessary, the ROSFP will take appropriate action to 
correct problems and/or violations; 

• Will cooperate with any securities regulatory agency or entity involved in auditing or 
examining options business transacted by Harbour or the clearing agent; 

• Will keep management and staff advised of the progress and findings of any regulatory 
audit or examination; 

• May promptly implement regulatory agency recommendations for changes in 
procedures, improvement of compliance activities or resolution of compliance 
problems; 

• If necessary, the ROSFP will recommend and carry out disciplinary action; and 
• Since all Harbour options transactions are handled through a clearing agent, the options 

procedures of the clearing agent are applicable to Investment Professionals and are 
incorporated into these procedures. 



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

9.3.4. Settlement of Brokerage Transactions 
 

Procedures 
Individual issues shall include any security or insurance product traded or maintained inside a 
brokerage account. Trading will be restricted only to properly licensed personnel as defined by FINRA 
and state departments of securities and insurance (i.e. stock and bond require a Series 7, mutual funds 
and variable annuities require a Series 6 and/or a state insurance Ii cense). 

 
The following records and forms are REQUIRED: 
• A Harbour CIP Form; 
• A completed trade ticket of each order - filled, open or canceled, which may be electronic; 
• A Security Holding Record for each customer, which may be electronic; 
• Access to confirmations of all purchases and sales; 
• A W-9/Account Agreement as required by Harbour's clearing agent where the account is 

maintained; and 
• Some accounts, such as partnerships, corporations, trusts, margin and options require 



additional documents prior to entry of an order. 
• Pershing NetX360 users have trade tickets, confirmations, and holding records available 

through NetX360. 
• The Letter of Understanding is required for every new purchase of a mutual fund, insurance 

product, private placement, primary offering, UITs and non-investment grade bonds. It is also 
required for the redemption of class "B" shares of a mutual fund. The Letter of Understanding 
is not required for stock and investment grade bond transactions. The Letter of Understanding 
is not required for mutual fund purchases through Pershing Advisory Solutions, or Schwab 
within Harbour's RIA. 

• Harbour Investments only accepts cash accounts as defined under Regulation T of the Federal 
Reserve Board. The firm does not accept commission-based discretionary accounts. Under 
special circumstances, and only with prior written approval, margin and options accounts can 
be arranged. 

• All customer accounts must be opened prior to or concurrent with the time any trade order is 
placed. 

• All CIP forms, checks and certificates must be submitted to Harbour Investments' home office. 
An Investment Professional may directly deposit a client check into the corresponding client 
account within Harbour's RIA. An OSJ may submit checks and applications directly to 
distributors or syndicators with proper home office approval. OSJ's must promptly forward 
copies of all approved transactions to the home office and must first check with the home 
office to ensure all state blue sky and licensing requirements have been addressed. 

• Regulation T requires prompt payment for every trade. If payment is not received at the 
clearing firm within two business days from the date of the trade, the trade must be 
canceled and the account "frozen" for 90 days. 

• Under extraordinary circumstances, an Investment Professional may request an extension of 
time for payment and/or delivery. Such a request does not automatically allow more time, 
since the request must be accepted by the clearing firm and submitted for approval to FINRA. 

• Disclosure must be given to clients regarding Investment Professionals holding or executing 
transactions of common securities as clients. 

o This is accomplished with a disclosure within client's Pershing quarterly statements. 
o If entering personal and client orders for the same security on the same day, the 

client's order must always be entered before the Investment Professional's order. 
o A personal order may be part of a "block" trade where all participants receive the 

same execution price. 
• All losses incurred by Harbour Investments as a result of canceled trades, or representative 

error, will be charged to the Investment Professional. It is the responsibility of the Investment 
Professional to ensure the customer has adequate funds to pay for all purchases and has 
possession of certificates in proper form to make good delivery for all sales. 

• Confirmations for trades are available online through our clearing firms, Pershing LLC for 
brokerage and PAS or Schwab for Harbour's RIA. 

• An exception may be made for certain foreign companies that are quoted OTC or on the 



Pink Sheets. 
o Many foreign non-ADRs are legitimate, large companies with financial information 

available for review. 
o After a review of basic financial information such as assets, liabilities, and cash, a 

principal may approve a transaction which principal amount may be removed from the 
calculation in the section above. 

• Investment Professionals are required to provide clients with both the bid and offer quotes, 
and the number of shares to which these prices apply prior to the transaction. 

• All trades should be placed online through Harbour's clearing firm by the Investment 
Professional, by telephone or under rare circumstances by the customer themselves. Faxed, 
mailed or otherwise communicated orders will not be accepted. 

• Harbour uses several considerations to determine a fair mark-up/down for commissions on 
over the counter (including bonds) securities transactions. The mark-up/down commission 
policy shall not pertain to securities trades for products that require a prospectus to be 
delivered. The following are various considerations which the firm employs to determine a 
proper mark-up/mark down: 

• As a general guideline, the standard markup cannot be above 5% per FINRA Rules 2440 and IM-
2440. All proposed mark-up/down at or over 5% will be brought to the attention of the 
compliance department. Only under special circumstances, as determined by the compliance 
department, will a markup be allowed to exceed 5%. 

o As a general guideline for bond transactions, the standard markups limits are the 
following: 

• Government bonds 1% 
• Municipal bonds 2% 
• Corporate bonds 3% 

o A markup greater than our general guideline may be approved by a Principal only 
upon consultation and approval by the Compliance Department. There may be 
exceptional circumstances justifying a mark-up greater than 5% but these will be 
exceptions which require Compliance Department review and approval. 

o Securities with a low trade volume and liquidity may carry a higher mark-up than 
those that trade more frequently. 

o The smaller the total amount of the trade, the more it may cost as a percentage of the 
total trade amount. 

o The type of security involved in the transaction will always be considered. 
o The price of the security can also become a factor in determining a fair mark-up. A security 

that has a low price per unit may require more handling or care during the trade and may 
warrant a higher percentage mark-up or rate of commission. 

o Odd lot transactions may require more service and may, at times, require a greater 
mark-up. 

o The mark up/down for debt security transactions must be calculated from the 
prevailing market price of the security. 

• Investment Professionals must also consider the total cost to equity ratio for each client's 
account. 



• The following may lead Harbour to seek to overcome the presumption that its 
contemporaneous cost (proceeds) is indicative of the prevailing market price when any of 
these events occur: 

o Interest rates changed after Harbour's contemporaneous transaction to a degree that 
such change would reasonably cause a change in debt securities pricing; 

o The credit quality of the debt security changed significantly after the Harbour's 
contemporaneous transaction; or 

o News was issued or otherwise distributed and known to the marketplace that had an 
effect on the perceived value of the debt security after the Harbour's contemporaneous 
transaction. 

• Harbour relies on its clearing firm to send confirmations in accordance with FINRA Rule 
2232 at or before the completion of any transaction. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

9.3.5. Unit Investment Trusts {UIT's) 
 

Procedures 
UIT's may be solicited so long as they meet the requirements set forth in Regulation Best Interest 
(REG Bl), and clients are given the required disclosures. 

 
Analysis 
The following considerations should made before recommending a UIT to a client: 

 

Clie 
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Liquidity needs: The client's liquidity needs and the abillity to access the money at no, 01· 

minimal risk, or cost when the money is needed. UITs are expected to generally be held to 
termination date. 
Other investments, including those held away: The client's other financial holdings, including those held outside 

Harbour, to determine if diversification is a primary consideration. 

Investment experience: Does the client have enough investment experience to make an 
informed decision relating to a U IT investment? 

Investment objectives: Whether the client's investment objective(s) {retirement, 

education, income, growth, etc.) reasonably match the UIT fundamentals. 

Risk tolerance: Whether the client's risk tolerance is consistent with a potential[ product's 
risk exposure. 

Tax considerations: UITs pass on all capital gains, dividends, and interest to its investors. 
 

Cost: An !Investment Professional is not required to recommend the llowest cost product but 

instead should be able to explain your process for consider,ing the costs and fees of 

reasonablly availlable alternatives tor meeting the client's needs and preferences. 

Additional considerations: Generally, an Investment Professional may recommend (solicit) UITs if they have a 

reasonable basis to believe the investment will be held until termination date. UITs are not designed to be 

used as trading vehicles, and short-term trading of UITs is generally inappropriate except in unique or 

unforeseen circumstances. Any recommendation that is made to liquidate a UIT prior to the termination date 

should be documented within the client file. 

 

 
Definitions 

 
A Unit Investment Trust (UIT): also known as a "defined portfolio," is an unmanaged portfolio of 
investments that remain fixed and with a stated investment objective. An investment in a UIT 
product offers diversity much like a mutual fund. However, UIT investments are not actively 
managed and thus typically have lower operating expenses. Shares of this investment are sold as 
units. Capital gains, dividends and interest payments are passed along to the investors of UITs. 



9.3.6. Fixed Income Securities 
 

Procedures 
Harbour clears bond trades through its clearing firms, Pershing LLC, Pershing Advisor Solutions or 
Schwab. 

 
An Investment Professional may execute a bond transaction thorough a third-party bond dealer 
under certain conditions: 

• Investment Professional must obtain three quotes for each bond. 

• Investment Professional may contact three third-party bond dealers and/or use Pershing's 
Bond Central system to count as two quotes. Bond Central is a collection of over 100 bond 
dealers all connected to one system for bid/ask quotations as well as execution through 
Pershing. 

• Investment Professional must complete a Harbour Investments Third Party Bond Market 
Quote Form that must be either faxed or emailed to the Transaction Department within five 
minutes of accepting a third-party transaction. 

• Investment Professional must immediately call the Transaction Department to confirm 
receipt of the quote form. 

• Investment Professional may only utilize a Harbour approved third party bond dealer. 
Please contact the Transaction Department for a list of approved dealers. Investment 
Professional may request an additional bond dealer to be approved, however Harbour's 
due diligence on a new bond dealer will take significant time, and the Investment 
Professional can expect to wait several weeks for a determination on approval. Trades 
may not be placed with a newly requested bond dealer until they receive approval in 
writing from Harbour. 

 
Generally, the firm does not allow "cross" trading of securities holdings. The firm does recognize, 
however, in certain circumstances a "cross" trade involving two customers who wish to buy and 
sell the same security may be advantageous to each customer. In such situations, the Investment 
Professional is required to receive permission in writing before any trade is executed. The written 
request must fully describe the circumstances why the trade is advantageous to each customer 
involved, noting why such an advantage is not otherwise obtainable by going to a market for 
execution. The firm will decide and inform the Investment Professional whether permission will be 
granted to perform the transaction requested. 

 
9.3.6.1. 

Non-investment grade or non-rated bonds require the customer to sign a Letter of 
Understanding Form. 



9.3.6.2. 
Municipal Securities 
In addition to the usual suitability issues involved with securities, investing in municipal securities 
raises questions of special concern: 

• Particular attention must be given to the client's income tax bracket (Federal and State, if 
applicable); 

• The suitability of a non-taxable, lower-yielding security will also be affected by the 
stability of the client's tax bracket over time; 

• The client's state of residence and the issuer's locality may also be a factor; and 

• The client must be made aware of the security's maturity, marketability and the credit 
rating of the issuer. 

• Investment Professional must not engage in any deceptive, dishonest, or unfair practice 
and must deal fairly with all municipal securities clients. There are certain restrictions with 
municipal securities advertising. 

• Harbour is unaware of an existing control relationship with respect to a municipal security. 
If a control relationship materializes, then Harbour will disclose information in accordance 
with MSRB Rule G-22. 

• No Investment Professional having access to confidential, non-public information 
concerning the ownership of municipal securities that was obtained in the course of acting 
in an agency capacity shall use such information for the purpose of soliciting purchases, 
sales, or exchanges of municipal securities or otherwise make use of such information for 
financial gain except with the consent of the respective person or entity. 

• No Investment Professional shall guarantee or offer to guarantee a customer against 
loss in: 

o An account carried or introduced by the representative. 
o A transaction in municipal securities with or for a customer. 

• No representative shall share, directly or indirectly, in the profits or losses of: 
o An account of a customer carried or introduced by the representative in which 

municipal securities are held or for which municipal securities are purchased or 
sold. 

o A transaction in municipal securities with or for a customer. 

• An Investment Professional, who maintains or intends to open an active securities 
account in which municipal securities may be executed with another broker/dealer, must 
notify the Compliance Department of the account in writing. Harbour, in turn, will contact 
the other broker/dealer and advise that member firm that the Investment Professional has 
permission to execute municipal securities transactions for his or her own account. 
Harbour will also request that the other member firm send Harbour duplicate 
confirmations and account statements or electronic equivalent. These procedures are in 
accordance with MSRB Rule G-28. The provisions of MSRB Rule G-28 



above shall not be applicable to transactions in municipal fund securities or to accounts 
limited to transactions in municipal fund securities. 

• An Investment Professional shall not execute a principal transaction for a municipal 
securities transaction unless it is at an aggregate price (including any mark-down or mark-
up) that is as favorable as possible under prevailing market conditions taking into 
consideration all relevant factors including. 

o The best judgment of the Investment Professional. 
o The municipal securities dealer as to the fair market value of the securities at the 

time of the transaction. 

o The expense involved in executing the transaction. 
o The fact that the Investment Professional, Harbour or municipal securities dealer 

are entitled to a profit. 
o The total dollar amount of the transaction. 
o A general guideline of 2% mark up/down maximum. Also refer to general mark 

up/down procedures above. 

• An Investment Professional shall not execute an agency transaction for a municipal 
securities transaction unless the commission or service charge is fair and reasonable 
taking into consideration all relevant factors including: 

o The availability of the securities involved. 
o The expense of executing or filling the customer's order. 
o The value of the services rendered by an Investment Professional, Harbour, or 

municipal securities dealer. 
o The amount of any other compensation received or to be received by an 

Investment Professional, Harbour, or municipal securities dealer in connection 

with the transaction. 

• An Investment Professional shall not directly or indirectly, give or permit to be given any 
item or service of value, including gratuities, in excess of $100 per year to a municipal 
securities customer. This shall not be deemed to prohibit occasional gifts of meals or 
tickets to theatrical, sporting, or other entertainment hosted by the municipal securities 
dealer. 

• An Investment Professional may not enter into an agreement to render financial 
advisory or consultant services to or on behalf of an issuer with respect to a new issue or 
issues of municipal securities. This nullifies any possible financial advisory 
relationships in accordance with MSRB Rule G-23. 

• Harbour Investments is a non-carrying, introducing broker dealer. Any transfer 
instructions received for a municipal securities account are forwarded to the 
appropriate clearing firm for processing. 

• Supervision requirements under MSRB Rule G-27 regarding municipal securities are 
incorporated into our overall procedures for securities located herein. 



• Harbour shall not solicit any person to make any contribution to an official of an issuer 
with which Harbour is engaging or seeking to engage in municipal securities transactions. 

• Harbour and its Investment Professionals shall not affect a customer transaction in 
municipal securities in an amount lower than the minimum denomination of the issue. 
The rule shall not apply to the sale of securities to a customer below the minimum 
denomination if the Harbour determines that the securities position being sold is the 
result of a customer liquidating a position already below the minimum and the entire 
position would be liquidated by the transaction. 

• MSRB Rule G-8 is hereby incorporated into our supervisory procedures regarding 
account records, blotters, and customer account information. 

o Procedures may include municipal securities and municipal fund securities when 
"securities" are mentioned. 

o If separate procedures are not listed for municipal securities, it should be 
understood the procedures might include municipal securities. 

 
Harbour has procedures in place that provide reasonable assurance that it will receive prompt 
notice of event disclosures for municipals, therefore an Investment Professional may 
recommend the purchase or sale of a municipal security. To promptly receive notice of material 
events with respect to municipal securities being offered, Harbour references EMMA, the 
Electronic Municipal Market Access web site which is a service of the Municipal Securities 
Rulemaking Board. The notice may be any of the following events; 

• Principal and interest payment delinquencies. 

• Non-payment related defaults. 

• Unscheduled draws on debt service reserves reflecting financial difficulties. 

• Unscheduled draws on credit enhancements reflecting financial difficulties. 

• Substitution of credit or liquidity providers, or the failure to perform. 

• Adverse tax opinions or events affecting the tax-exempt status of the security. 

• Modifications to rights of security holders. 

• Bond calls. 

• Defeasances. 

• Release, substitution, or sale of property securing repayment of the securities. 

• Rating changes. 

 
Information received from EMMA is forwarded to the representative to determine if a substitute 
recommendation is warranted. 

 
Investment Professionals must use reasonable diligence to ascertain the best market for the 
subject security and buy or sell in that market so that the resultant price to the customer is as 
favorable as possible under prevailing market conditions. Among the factors that will be 



considered in determining whether the representative has used "reasonable diligence," with no single 
factor being determinative, are: 

• The character of the market for the security (e.g., price, volatility, and relative liquidity) 
• The size and type of transaction 

• The number of markets checked 

• The information reviewed to determine the current market for the subject security or 
similar securities 

• The accessibility of quotations 

• The terms and conditions of the customer's inquiry or order, including any bids or offers, 
that result in the transaction, as communicated to the Investment Professional. 

 

 
9.3.6.3. 
Reverse Convertible Securities are a complex product that uses options. The following are guidelines 
apply: 

• The Investment Professional must complete the structured investments training course. 
• Clients must have Liquid and Retirement Assets of at least $250,000. 
• Clients must be given a copy of "Understanding reverse convertible bonds" prior to their 

first purchase of a reverse convertible security. 
• The client must complete a "Reverse convertible bond purchase letter of understanding 

form" for each separate purchase of a reverse convertible security. 
 

 
9.3.6.4. 
Structured Products 
Required Training: To become approved by Harbour to offer structured products, contact Harbour 
Compliance. 

Investment Professional must take into consideration the age of the client, as well as their 
investment objectives, time horizon, liquidity needs, investment experience and risk tolerance. 

Investment Professional must ensure the clients have received the content contained in the 
prospectus (or a free writing prospectus in the case of a "well known seasoned issuer"), as well as 
any prospectus supplement or term sheet. 



Structured Notes in non-discretionary accounts. 

 
Principal Protected Notes 
For Principal Protected Products only, the client must sign a Structured Product Letter of Understanding (each 
product) 

 
Principal at Risk Structured Notes: 
All Principal at Risk Structured Notes must be approved in writing by Harbour (or on SIMON) Paperwork 
Required: 

• Structured Product Letter of Understanding (each product) 

• Structured Product Disclosure Form (one time) 

 
Requirements for Clients: 

• Clients' net worth should exceed $250,000 & liquid and retirement assets exceed 
$100,000 to purchase structure notes; unless exception granted by Harbour. 

• Clients may not allocate more than 20% of their liquid and retirement assets to 
structured notes without obtaining written permission from Harbour. 

• Clients may not invest more than 10% of their assets in any particular structured note 
without obtaining written permission from Harbour. 

• Harbour may require a client to have a risk tolerance of Moderate Aggressive or 
Aggressive for structured notes with certain characteristics. 

 
Structured Notes Used in Discretionary Advisory Accounts 

Principal Protected Notes 

• For Principal Protected Products only, the paperwork required is the Discretionary Trading for 
Alternative and Limited Liquidity Products section of the Investment Advisory Agreement 
for each client. 

 
Principal at Risk Structured Notes: 

• Product Criteria (all should be true): 
• Note must be approved by Harbour Principal in writing (or on SIMON) 

• A 20% or greater buffer or 30% or greater barrier are strongly preferred, but exceptions may 
be made in certain situations. 

• Offered by US or Canadian banks, although exceptions may be made in certain 
situations. 

• Tied to major index providers only (Dow Jones, S&P, Russell, MSCI), but exceptions may be 
made in certain situations. 
o Branch cumulative purchases in aggregate of $1MM of an offering need pre­ 

approval of the strategy. 



o Paperwork Required is Discretionary Trading for Alternative and Limited Liquidity 
Products" section of the Investment Advisory Agreement (one time) and the 
Structured Product Disclosure Form (one time). 

• Clients' net worth should exceed $250,000 & liquid and retirement assets exceed 
$100,000 to purchase structure notes, unless an exception is granted by Harbour. 

• Clients may not allocate more than 20% of their liquid and retirement assets to 
structured notes without obtaining written permission from Harbour. 

• Clients may not invest more than 10% of their assets in any single structured note 
without obtaining written permission from Harbour. 

• Harbour may require a client to have a risk tolerance of Moderate Aggressive or 
Aggressive for structured notes with certain characteristics. 

Definitions 
Agency: Debt obligations issued by U.S. government-sponsored entities (GSEs) and other federally 
related bodies used to finance activities usually related to public purposes. Generally issued as 
discount notes and bonds that pay interest and have a low risk of default but are not backed by the 
full faith and credit of the U.S. Government. 

 
Auction Rate Securities (ARS): Long-term investments that have interest rates or dividends reset at 
frequent intervals through auctions which are typically held every 7, 28 or 35 days and provide the 
primary source of liquidity for investors who wish to sell their ARS position. 

 
Collateralized Debt Obligation (CDO): An investment that is designed to provide cash flow by 
forming specified pools (tranches) of underlying assets, similar in structure to a CMO but backed 
by credit card or automobile loan payments, not mortgage loans or bonds. 

 
Collateralized Mortgage Obligation (CMO): A type of mortgage-backed security designed to 
reassemble payments from pools of home loans to create bonds that offer a variety of 
characteristics, known as tranches, which are each structured to have their own risk 
characteristics and maturity range. 

 
Fixed income security: An investment that provides returns in the form of fixed periodic payments 
with the eventual return of principal at maturity. 

 
Material information: According to MSRB Rule G-47, information is material if there is a 
substantial likelihood that the information would be considered important or significant by a 
reasonable investor in making an investment decision. 

 
Minimum denomination: Fixed income securities generally indicate the minimum denomination in 
which the security may be traded. 

 
Recommendation: is defined in Compliance Manual Policy: Making recommendations to clients. Swap 

transaction: Occurs when an advisor recommends that a client sell a fixed income holding 



and in turn invest the proceeds in another fixed income position. 
Structured Products: Investments typically comprised of two components, principal and performance. 
• The principal component is generally a debt component, such as a zero-coupon bond or an 

FDIC- insured CD. 
• The performance component is generally made up of options that are derived from or based 

on a single security, a basket of securities, an index, a commodity, a debt issuance, a foreign 
currency or any combination of these. 

 
Certain types of structured products provide various amounts of principal protection, as 
described below: 
• Fully Principal Protected Notes (PPNs): Offer full principal protection at maturity, subject to 

the creditworthiness of the issuer. The return is linked to the performance of one or more 
underlying asset(s). The common underlying asset consists of indices or baskets of indices. 
The typical maturities vary from one to seven years, depending upon terms and market 
conditions. The potential return of the performance component at maturity will depend upon 
the return of the underlying asset(s) and the performance standards of the note. 

• Principal at Risk Notes: May offer some degree (less than 100%) of principal protection at 
maturity. They are typically short-term to mid-term investments, with a maturity of three 
months to seven years. This type of note may offer a conditional (or limited) return of 
principal. The return of principal depends on the performance of an underlying equity or 
basket of equities. In some cases, the principal may be protected down to a predetermined 
trigger or barrier (price the underlying asset would have to pass through removing the principal 
protection), and performance may have upside leverage. 

• Reference Asset: The underlying security on which the structured product is based. This may 
be a single security, a basket of securities, an index, a commodity, a debt issuance, a foreign 
currency, or a combination of these. 

• Reverse Convertible Notes: Reverse convertibles are structured products that pay above 
market coupons (performance component). They are typically short-term investments with a 
maturity of 3 months to 24 months. This type of note offers an enhanced coupon in exchange 
for accepting the downside risk of the linked reference asset, which is typically the stock of a 
single company. The maximum amount an investor will receive at maturity is their original 
investment plus the coupon. The investor will not receive principal protection of their original 
investment if on the date of maturity, the linked reference asset trades below the 
predetermined share price (a.k.a. Knocked In), the investor loses the benefit of principal 
protection and the future coupon payments and instead the investor receives the depreciated 
stock or an equivalent amount of cash rather than a return of principal. 

• Structured Certificates of Deposit: Offer full principal protection at maturity, subject to the 
creditworthiness of the issuer (bank) as well as FDIC insurance. Structured Certificates of 
Deposit generally tie the performance portion to the rate of return of a stock index such as the 
S&P 500 Composite Stock Price Index. The terms of these CDs will vary and there is no 
guarantee that any payment in excess of the principal amount, subject to the applicable FDIC 
insurance limit, will be paid. 



9.3.7. Pledged Accounts 
 

Procedures 
Pledge agreements 
Upon receiving a client's request to enter into a pledge agreement with a lending institution using 
a client's account as collateral: 
• Discuss with the client the risks and limitations associated with pledge agreements. 
• Contact Harbour Transactions Department to engage the appropriate corporate office 

resources. 

 
Best Interest requirement 

 
To comply with the Best Interest requirement, refer to Compliance Manual Policy: Best interest for 
securities and investment strategies involving securities, Compliance Manual Policy: Disclosure 
requirements and Compliance Manual Policy: Making recommendations to clients. In addition to 
satisfying the requirements outlined in these policies as applicable, take into consideration the 
following when conducting your analysis related to a transaction or investment strategy involving 
a pledge arrangement: 

 
Investment objectives: A pledge arrangement is subject to additional review if the 

investment objective is capital preservation. 

Risk: There is no required risk tolerance in order to establish a pledge arrangement; 

however, clients need to be mindful of the risk considerations related to using 

pledge arrangements for liquidity as opposed to using other lending sources. 

Cost: An Investment Professional is not required to recommend the lowest cost 

product but instead should be able to explain their process for considering the costs 

and fees of reasonably available alternatives for meeting the client's needs and 

preferences. 

All corresponding documents, client discussion documentation and approvals must be 
maintained as required in Compliance Manual Policy: Client file. 

 
Definitions 
Pledge account: An account pledged to a financial institution for the purpose of establishing a 
pledge arrangement. When an account has been identified as a Pledge account, the entire 
account is collateralized and subject to the restrictions and provisions of the Pledge Agreement. 

 
Pledge Agreement: A legal document establishing an agreement between a client, a financial 
lending institution, and the clearing broker when a client uses their account as collateral to 



secure credit extended through a pledge arrangement. The Pledge Agreement details the activity 
and responsibilities of each party in the agreement. 

 
Loan to Value (LTV): Ratio of available loan proceeds to market value of collateral securities. The 
LTV is established by the bank and is the basis used to determine the amount of funds the bank will 
lend to the customer based on the securities in the collateral account. 

 
Recommendation is defined in Compliance Manual Policy: Making recommendations to clients. 



9.3.8. Short and Long Sales 
 

Procedure 
Short sales 
An Investment Professional may not recommend (solicit) short sales, except when shorting against 
the box. If a client requests information about a security, an Investment Professional may provide 
information from approved research providers, but they must not provide advice on conducting a 
short sale of any security. 

 
Short Sales 
• Short sales must be approved by Harbour Investments' home office prior to a trade being 

placed. All order tickets for short sales must be clearly marked as a short sale and the trade 
must be called in as a short sale. 

• The Client must be an accredited investor. 
• The Client may have short positions of up to 20% of total asset holdings under Harbour 

Investments. 
• All short sales must be unsolicited. 

 

 
Long sales 
An Investment Professional may only place long sales in a customer account if the security is held 
long in the account and is negotiable, meaning that nothing currently prevents a sale. 

 
While certain trading systems may allow placing orders without long positions in the account, 
Harbour generally prohibits this until shares are deposited in the account and considered in good 
form. The rationale is that certificate shares could bear restrictive legends, be 
lost/stolen/cancelled or other reasons. Selling prior to the clearing firm being able to determine if 
the shares are negotiable poses market and regulatory risk to both the firm and the client. 

 

 
Definitions 
Deemed to own: A person is deemed to own a security when he or she, 1) Has ownership of the 
security in an account or via physical certificate form, 2) Has a contract to purchase it but has not 
yet received the security, 3) Owns a convertible security and has already tendered the security, 4) 
Has an option to purchase and has exercised the option, or (5) has a right or warrant to purchase 
the security and has exercised the right. 

 
Locate: Requirement that a broker has reasonable belief that a security to be sold short can be 
located either in house, or by borrowing from another broker for purposes of delivering shares to 
the buyer by settlement date of the short sale transaction. 

 
Long sale: Occurs when a client sells a security that they are Deemed to Own and either holds the 
security in their account or can deliver by settlement date. 



Short sale: Borrowing a security from a broker and selling it, with the understanding that it must 
later be bought back (hopefully at a lower price) and returned to the broker. Short selling (or 
"selling short") is a technique used by investors who try to profit from the falling price of a stock. 
For example, consider an investor who wants to sell short 100 shares of a company, believing it is 
overpriced and will fall. The investor's broker will borrow the shares from someone who owns 
them with the promise that the investor will return them later. 

 
Short sale circuit breaker: A circuit breaker is initiated if an exchange listed security (aka NMS 
stock) drops in price by 10% or more from the previous day's closing price as determined by the 
listing market for the covered security. Once a short sale circuit breaker has been initiated on a 
specific stock, market centers will be restricted from executing short sales at or below the national 
best bid price. The duration of a short sale circuit breaker will be for the remainder of the day the 
triggering of the circuit breaker occurred and the next trading session. 



9.3.9. Day Trading 
 

Procedures 
Pattern day trading 
If an Investment Professional has reasonable grounds to believe a client intends to use a Harbour 
account to engage in pattern day trading activities: 
• Ensure the client has been approved for margin prior to commencement of day trading. 
• Inform the client that failure to maintain adequate equity will result in a Day Trading call. 

 
Pattern day traders may also be identified based on the trade activity in their margin account. 
• Clients who perform 4 or more day trades in a 5 day period may be identified as pattern day 

traders and may be held subject to pattern day trading requirements 
• An exception from the definition of pattern day trader exists if the day trades represent less 

than 6% of the client's trading activity in the specified period. 

 
Definitions 
Day trading: Purchasing and selling, or the selling and purchasing of the same security on the same 
day in a margin account. 

 
Pattern day trader: A client who routinely executes day trades in a margin account. 



9.4. 529 Plans 
 

Procedures 
An Investment Professional must provide a current prospectus and/or current program 
description for a customer prior to or with any solicitation for a 529 Plan order. An Investment 
Professional must fully disclose or explain each of the following to all 529 Plan customers: 

• The investment objective of the securities offered, including the age of the beneficiary at 
the time of purchase and the number of years until withdrawals are expected to be made 
from the 529 Plan; 

• The primary investment mechanism used by the securities offered (e.g., common stocks, 
bonds, short-term paper, etc.); 

• The sales charges; 
• The administrative fees; 
• The method of redemption; 
• What the break points are if available; 
• What a Letter of Intent is, if available, and how it is used; as well as, 
• Any tax advantages available by purchasing a 529 Plan sponsored by a state where the 

customer resides. 

 
An Investment Professional should tell customers that the net asset value will fluctuate and 
could result in a loss if sold when the net asset value is below the purchase price. Every initial 
purchase of a new 529 Plan must be accompanied by a 529 Plan Purchase Letter of 
Understanding or have one on file, which contains: 

• The customer's statement that a current prospectus or current program description for 
the plan has been received. 

• The customer's statement that investments fluctuate in value and the amount is not 
guaranteed. 

• The customer's statement of acknowledgement of charges and fees. 
• The customer's acknowledgment that Harbour does not sponsor nor manage 

investment or insurance products. 
• The customer's acknowledgement that certain states allow tax deductions for 

contributions to 529 plans, and they may not be eligible for these deductions if the 
customer does not invest in the plan sponsored by the state in which they reside. 

 
A municipal securities principal, either series 51 or series 53 licensed, approves all orders. 

 
For purposes regarding MSRB Rule G-37, Harbour does not solicit municipal securities business to 
issuers as a dealer. 

 
In general, 529 Plans follow procedures for mutual funds see Compliance Manual: Mutual Funds 
for more information. 



Investment Professionals must conduct a share class analysis to determine which share class 
should be recommended based on client's current information such as investment objective, 
time horizon, age of beneficiary, the number of years until withdrawals are expected to be made 
from the 529 Plan, and any possible sales charge breakpoints. 

• The clients must be provided with share class costs and differences so they can make a 
sound decision on which share class to choose based on their time horizon. 

o As a general guideline, A shares should be suggested for beneficiaries age 12 
years or younger, and C shares for 13 years or older. 

o Other factors may affect the above guideline. 
■ Class A sales charge breakpoints 
■ Client may want their full deposit invested and not pay an upfront sales 

charge 
■ Change or possible change in beneficiary 
■ Client may have an auto investment program and wish to continue with 

the same share class 
■ Time horizon 
■ Each 529 Plan has its own share class expense ratios and the "break­ 

even" timeframe between A and C shares differs with each plan. 
• FINRA has a share class analyzer that should be used. It is located at 

https://tools.finra.org/fund_a nalyzer 
• Class A and Class Care the most common share classes. 

o Class A shares have an upfront sales charge 
■ A lower sales charge is possible depending on the amount of purchase. 
■ Ongoing annual operating expenses are generally lower than C shares by 

about .75% 
o Class C shares do not have an upfront sales charge 

■ A surrender charge may be assessed if a sale is transacted within 12 
months of purchase. 

■ Ongoing annual operating expenses are generally higher than A shares by 
about .75% 

• The 529 Plan Purchase Letter of Understanding should be used to document the 
rationale behind the share class chosen by the client. 

 
Definitions 
529 College Savings Plan (529 Plan): Education savings plan trusts established under Section 
529(b) of the Internal Revenue Code as "qualified tuition programs". The 529 Plans include 
interests in pooled investment funds under trusts established by states or local governmental 
entities, and interests in education savings plan trusts established by states. 

 
Net Asset Value (NAV): Refers to the price per share before sales loads or charges are added. 

Recommendation is defined in Compliance Manual Policy: Making recommendations to clients. 



 



9.5. Mutual Funds 
9.5.1. Traditional Mutual Funds 

Procedures 

 
An Investment Professional must provide a prospectus to a customer prior to or with any 
solicitation for a mutual fund order. An Investment Professional must fully disclose or explain 
each of the following to all mutual fund customers: 

• The investment objective of the fund; 
• The primary investment mechanism used by the fund (e.g., common stocks, bonds, 

short-term paper, etc.); 
• The sales charge; 
• The administrative fee; 
• The method of redemption; 
• What break points are available, and how breakpoints can be aggregated. This includes 

making the customer aware that spreading their investment across multiple mutual fund 
companies may prohibit them from reaching a higher breakpoint through aggregation; and 

• What a Letter of Intent is and how it is used. 
• What share classes are available, and the comparative costs of such share classes. 
• What a client should consider regarding share class purchases and what type of actions 

are necessary to qualify for certain share classes. As an example, if adviser shares are 
only available in an advisory account, this fact along with all associated costs should be 
made known to the client. 

 
An Investment Professional should tell clients that the net asset value of a fund will fluctuate and 
could result in a loss if sold when the net asset value is below the purchase price. A customer 
must receive a fair transaction when purchasing mutual funds. The customer should get the best 
deal possible, not only at the time of purchase but as circumstances change over time, based on 
information provided by the client. FINRA's concern may be summarized as follows: 

• The fairness of the transaction over time, 
• The cost factor over time, and 
• Full disclosure concerning the acquisition cost of shares with a CDSC. 

 
FINRA permits Investment Professionals to use mutual fund comparisons in making a sales 
presentation. An Investment Professional must identify the source of the data used in the 
comparison and to explain the method(s) used for measuring performance. All material factors 
affecting the comparison should be stated in the presentation text rather than in footnotes and 
Investment Professionals are cautioned against relying on overly technical explanations or 
caveats, as this approach may confuse than inform the public. In general, it is recommended that 
Investment Professionals use the same entity to compare the funds involved and it should be an 
independent, third party ranking or research entity. If more than one source is used, this 



must be disclosed, and a brief explanation should be given for why this is considered necessary. If 
more than one source is part of the presentation and if the method of performance measurement 
is different for each source, this must be disclosed. Finally, a current comparison should be based 
on the most recent, completed calendar quarter and if the data is more than a quarter old, this 
should be disclosed. 

 
Mutual fund comparisons are structured on fund rankings and the materials used by the ranking 
entity or entities selected for use must satisfy the following conditions: 

• They must provide general information about mutual funds to the public; 
• They must be independent of mutual funds and/or their affiliates; and 
• They must furnish mutual fund ranking services that are not contracted by mutual funds 

and/or their affiliates. 

 
The essential component in the use of rankings is a series of disclosures that identify what is being 
measured and compared. These disclosures include the following: 

• The name of the mutual fund category and the number of funds in the category; 
• The identity of the ranking entity and the reason for its use in this ranking comparison; 
• The time period or periods covered by the ranking; 
• The criteria and methodology on which the rankings are based; and 
• The essential caveat that past performance is no guarantee of future performance. 

 
A ranking must be informative. It must be time weighted. Generally speaking, the longer the fund 
has been in existence, the more useful the ranking will be in assisting investors. With the 
exception of money market funds, FINRA guidelines prohibit rankings based on periods of less 
than one year. Mutual fund rankings based on total return must be tracked over multiple time 
periods and the standard time periods are one year, five years and ten years. In a situation where 
a compared fund has been in existence for more than one year but less than ten years, the 
comparison must be adjusted and noted in the presentation. The important consideration is that 
the funds must be tracked over the same periods of time. 

 
Investment Professionals presenting mutual fund data to clients must present " ...fund 
performance in a fair and balanced manner and not to create unrealistic expectations with regard 
to future fund performance" [FINRA Notice to Members 00-21]. Retail and institutional 
communications and sales presentations must not over-emphasize any recent and dramatic 
performance of a fund, and they should indicate that the performance of the fund may well be 
related to favorable conditions that are not permanent conditions in the economy or the market 
[FINRA Rule 2210(d)(l) and SEC Rule 34b-1 of the Investment Company Act of 1940]. 

 
Every purchase of a new mutual fund must be accompanied by a Letter of Understanding or have 
one on file (except as exempted in certain advisory accounts), which contains: 

• Name of company and proposed investment; 
• The front-end sales charge; 
• The number of CDSC years and the CDSC surrender schedule; and 



• The reasons and material facts for the recommendation of the new product and why the 
recommendation is suitable for the customer. 

• The customer's statement that a prospectus for the fund has been received. 
• The customer's statement that investments fluctuate in value and the amount is not 

guaranteed. 
• The customer's statement of acknowledgment of the disclosure and acceptance of 

charges and fees. 
• The customer's acknowledgment that Harbour does not sponsor or manage investment or 

insura nee products. 

 
A Liquidation form is required for every liquidation, transfer or move from any form of investment 
to another if not otherwise exempted in accordance with form instructions 
included within Harbour's website. The form is to be used (if applicable) in conjunction with the 
Letter of Understanding. One form is to be used for each position being liquidated, transferred or 
switched. Exceptions may be made for multiple positions from the same product sponsor. 
The Liquidation form is used to identify the following items regarding the current investment being 
liquidated, transferred or moved to a mutual fund: 

• If Investment Professional was the original selling broker; 
• Name of company of current investment; 
• Number of years investment held; 
• If a Contingent Deferred Sales Charge (CDSC) applies; 
• The expenses and details of the product; and 
• The reasons and material facts for the recommendation to move the current investment to 

a new mutual fund and why the switch recommendation is in the best interest of the 
customer. 

 
If the transaction is a rollover from a company retirement plan, then a "Company Retirement Plan 
Rollover Form" must be completed instead of the Liquidation Form. 

 
No Investment Professional shall, in recommending the purchase of mutual funds, state or imply 
that the purchase of such securities shortly before an ex-dividend date is advantageous to the 
purchaser, unless there are specific, clearly described tax or other advantages to the purchaser. 
No Investment Professional shall represent that distributions of long-term capital gains by a 
mutual fund are or should be viewed as part of the income yield from an investment in such 
mutual fund. 

 
All conflicts of interest or potential conflicts of interest must be disclosed to the client in writing. 
If any compensation, direct or indirect, like trail commission, marketing fees, cost 
reimbursements or other remuneration is being paid by a mutual fund sponsor to Harbour or the 
Investment Professional, this must be disclosed to the client before the recommendation is 
made. The client must be advised they may make a choice not to concur with the 
recommendation. 



Definitions 
Mutual fund: An investment that pools money from many investors and invests according to its stated 
objective 
• Inverse mutual funds: Sometimes characterized as "short" funds, similar to shorting stocks, 

the price movement of these instruments is inverse to (opposite of) the daily price 
performance of the underlying index, sector, commodity, or currency 

• Leveraged mutual funds: Similar to leveraged ETFs, these investments use long positions 
that attempt to magnify performance by using leverage of greater than lx. 

 
Net Asset Value (NAV): The price per mutual fund share before sales loads or charges are added. 

 
Recommendation: See Compliance Manual Policy: Making recommendations to clients. 



9.5.2. Interval Funds 

 
In addition to the requirements for Traditional Mutual Funds shown above, sales of Interval Funds 

also carry the following set of guidelines. 

 
Procedures 

Best Interest requirement 
To comply with the Best Interest requirement, refer to Compliance Manual Policy: Best interest for 

securities and investment strategies involving securitiesL Compliance Manual Policy: Disclosure 

requirements and Compliance Manual Policy: Making recommendations to clients. In addition to 

satisfying the requirements outlined in these policies as applicable, take into consideration the 

following when conducting your analysis related to an investment account, transaction or investment 

strategy involving these securities: 

 
Analysis 
Age: Due to the llong-term, illliquid nature of llntervall llunds, IHa1'1bour recommends that 
clients investiing in these be less than 70 yea1-s of age. If a client is 70 yea1-s of age or older, 
provide an explanation of why the investment is appropriate. 
Financial situation and needs: 
Cllients under age 70 must have either: 

'1111 A minimum annual income of $70,000 and a minimum net worth (excluding 
primary residence, home furnishings and automobiles} of $70,000 or; 

'1111 A minimum liquid net worth {excluding primary resiidence, home furnishiings and 
autonwlbiles} of .$2.50,000. 

llf the cllient is age 70 or ollder, they must have a mininnum lliquid net worth (exclluding 
primary residence, home furnishings and automobilles) of $.500,000. 
The state suitability section of the prnspectus may have mon! restrictive qualifications. 
Othe Investments, including those held away from Harbour: l····larlbour limits the cumulative 
amount of Interval! 1:::unds to 20% of a client"s liquid net worth (exclluding primary 
residence, home furnishings and automobiles}. 

Certain state laws prohibit clients from investing in excess of 10% of the client's net worth or liquid net worth 
in Interval Funds. 
Investment experience: Generallly, the client shoulld have a rninimum of three years' 
exper·ience investing in general securities (e.g., equities, exchange traded products, fixed 
income, mutual funds}. 
Rick toi1)1"ance: The client"s risk tollerance generallly shoulld be moderate, nnoderate 
aggressive, or aggressive. 

 
 

 
Trusts/Partnerships/Joint ownership/CustodiaI accounts The 

following guidelines apply: 



• Irrevocable trusts: If the investment is permitted under the relevant state law and trust 
documents, the suitability requirements are to be applied to the trust 

• Revocable trusts: The suitability requirements are applicable to the donor or granter 
• Partnerships: The suitability criteria should be applied to the limited or general partners as 

well as the partnership 
• Joint owners: The suitability criteria should be jointly applied to the owners. For joint 

ownerships with one owner over age 70, the age 70 and older suitability requirements apply 
• Custodial accounts: The suitability requirements should be applicable to the underlying 

owner of the custodial account 
• UGMA/UTMA accounts: The financial suitability may be met by the custodian or granter in lieu 

of the minor, if allowed by the prospectus. 

 
Fee disclosure 
Explain to the client all the fees associated with investing in Interval Funds. If multiple share 
classes are available, it is important that you provide full disclosure of the share class options as 
well as the fees and expenses. 

 
The upfront cost of investing in Interval Funds can be as high as 7% of the total amount the client 
invests. These fees include selling commissions, marketing allowances to broker-dealers, 
acquisition expenses, and organization and operational expenses. 

 
Similarly, the costs associated with investing in Interval Funds, both on an upfront basis as well as 
ongoing annual expenses, must be understood by the client. These fees include selling commissions, 
organization and operational expenses, and marketing allowances. 

 
Volume discount disclosure 
Those making investments into Interval Funds in excess of certain investment amounts through the 
same broker-dealer may be eligible to receive a reduction in the share price. 

 
If indicated in the product's prospectus, investors may also be able to combine purchases in 
multiple accounts or prior purchases to qualify for a volume discount, so long as all the 
combined purchases are made through the same soliciting broker-dealer and into the same 
product. 

 
The product sponsor will make the ultimate determination as to whether the client is eligible for 
a volume discount and the amount of such discount based on the prospectus. In general, the 
following types of accounts should be combined for volume discount purposes: 
• Purchases by (i) an individual; (ii) such individual's spouse; (iii) such individual's children 

under the age of 21. 
• Purchases by accounts with the same tax identification number. 



Clients who purchase a commission-based share class, such as A Shares or C Shares must sign an 
Interval Fund Letter of Understanding for each fund and must also have signed the Commission 
based Interval Fund Disclosure Form. 

 
Clients who purchase an advisory share class, such as I Shares or W Shares, must sign an Advisory 
based Interval Fund Disclosure Fund. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 



 

 

9.6. Annuities 
9.6.1. Annuities - Generally 

 
Policy 
Recommendations 
You may recommend a type of investment account, a transaction or investment strategy 
involving a variable or structured annuity product if you determine it is in the best interest of the 
client and have considered reasonably available alternatives. See Compliance Manual Policy: 
9.0 Best interest for securities and investment strategies involving securities for more 
information. 

 
You may recommend a fixed, fixed index, or immediate annuity to a client if you determine it is in 
the best interest of the client. Refer to Compliance Manual Policy: Disclosure requirements for 
state specific disclosure requirements. 

 
You may not recommend the use of annuities for the purpose of qualifying for medical 
assistance (e.g., Medicaid), Veterans Administrative Benefits (e.g., Aid and Attendance), creditor 
protection or qualifying for other assistance such as FAFSA federal student aid. 

 
The strategy of exchanging a life insurance policy with a deferred annuity and, soon after, surrendering 
the annuity to realize a tax loss is prohibited. 

Margin loans cannot be used for the purchase of annuity products. Annuity 

Replacements 
You are required to properly identify all annuity Replacements and you are specifically 
prohibited from recommending any transaction that creates the appearance of hiding the 
Replacement of annuity assets in order to avoid exit purchase rules or Replacement disclosure 
requirements. Examples include: 
• Moving annuity assets into a non-annuity account while non-annuity assets move into an 

annuity 
• Redeeming an annuity with the intention of using the assets to fund a new annuity in a later tr 

ansacti on 
• Redeeming an annuity for cash with the intention of making an additional purchase into 

another annuity. 

 
For each Replacement, all regulatory disclosure requirements/forms must be satisfied. 

 
 

 
Rationale 
Fixed, structured, and variable annuities are insurance products regulated by state insurance 



laws. Variable and structured annuities are also securities and are subject to additional 
regulation by federal securities laws and FINRA. It is important you provide the proper 



disclosure documents. 

 
Annuities are complex products based on the variety of features they offer, the different 
structures available, and their tax treatment. 

 
These policies and procedures have been established in compliance with: 
• SEC Regulation Best Interest which requires that when making a recommendation of any 

securities transactions (including account recommendations), an advisor must act in the 
best interest of the client at the time the recommendation is made, taking into 
consideration the client's investment profile and other relevant factors, as well as the 
potential risks, rewards, costs, and reasonably available alternatives. 

• FINRA Rule 2111, which requires you to have a reasonable basis to believe a recommended 
transaction or investment strategy is suitable. 

• FINRA Rule 2330 sets forth specific suitability and disclosure requirements for variable 
annuities. 

 
Due to the uncertainty presented by an evolving regulatory environment related to estate recovery 
rules and beneficiary requirements, Harbour prohibits the use of annuities for the purpose of 
qualifying for medical assistance. 

 
Also refer to: 
• Compliance Manual Policy: Giving gifts, which provides specific provisions for giving gifts. 
• Compliance Manual Policy: Switch transactions and Replacements, which provides 

information specific to disclosure and documentation requirements related to switch 
transactions and annuity Replacements. 

• Compliance Manual Policy: Variable annuities, which provides information specific to 
variable annuities. 

• Compliance Manual Policy: Deferred fixed and immediate annuities, which provides 
information specific to fixed and immediate annuities. 

• Compliance Manual Policy: Annuity hold and service program, which provides information 
specific to the annuity hold and service program. 

 
Procedure 
Best Interest requirement 
To comply with the Best Interest requirement, refer to Compliance Manual Policy: Best interest for 
securities and investment strategies involving securities, Compliance Manual Policy: Disclosure 
requirements and Compliance Manual Policy: Making recommendations to clients. In addition to 
satisfying the requirements outlined in these policies as applicable, take into consideration the 
following when conducting your analysis related to an investment account, transaction or 
investment strategy involving these securities. 



Analysis 

Age: Age 70 or older 

If a client is 70 or older, you should consider and document factors such as: 

Whether the client will be able to realize the benefits of the annuity or optional riders. lor 
example, would the client have to live beyond normal life expectancy in order to realize 
the value of an income ridet" or living benefit? 

Is the cllient at an age where the rider age llinnitations inn pact the cllient's albillity to receive the 

full benefit but continue to pay ongoing fees? 

Age 6.5 or older (California) 

There are additional Requirements in California for clients aged 6.5 or older. Refer to 
Compliance Manual Policy: I:.. CA. California senior protection for sale of insurance and 
annuities. 

Younger clients 

You should consider and document factors such as: 

Do annuity features such as optional living or death benefits make sense considering the llength 
of time untill they nnay benefit the cllient? 

Will the client hold the contract long enough to benefit from the contract features·? 

What additional steps were taken to make certain the cliient is aware of the length of time 
they will pay fees for living or death benefits or waiting periods involved with realizing 
benefits associated with these riders? 

Does the client understand the impact of fees 011 long term growth"i1 

What other investment options were discussed with the client and why were they not se 
le cte d·;1 

Does the client understand the impact of withdrawals prior to the age of 59½? 

liquidity Needs:: Does the client have access to other assets to meet future needs such as 
medical emer·gencies or life-changing events·;i 

All illiquid assets should be considered when determining a client's liquidity needs. 
 

Investment Objective: Appropriate investment objectives for annuity sales are:: Income, 
!:state [)lanning, Tax Planning or Safety of Principal. Growth may be an appropriate 

investment objective when combined with one of the investment objectives above. 

Investment Time 1:::rame: Does the investment tiime horizon align with the length of time the 
client intends to hold the annuity'? 



Has the client been inforrned of the .s11.m'ende1' period and surrender charge schedule of the 
annuity? 

Generally, the client's investment timeframe should not be less than the length of the 
surrender charge schedulle. 

 

 
Hick Tolerance: Is the client's risk tolerance consistent with the annuity product ri.sk? 

Has the client been informed of the mar·ket rtsk associated with the selected sub­ 
accounts? 

Goals: What are the client's goals for these funds {e.g.., wealth transfer, income stream)? 
 

Is the annuity, including the product features, any riders and the underlying sub accounts (if applicable) selected 

at the time of purchase appropriate for the client's goals? 

Tax Considerations: Will the client benefit from the tax deferral features of a 11011 

qualified annuity·;i 
 

Has the client been informed of the potential tax penalty for redeeming an annuity prior to 
reaching the age of .59½? 

An annuity sold in a qualified retirement plan or IRA does not provide any additional tax deferral. 

lees and l:xpenses: l····las the client been informed of the fees and charges associated with 
the annuity and any applicable riders {e.g., mortality and expense fees, .sub-account 
investment management fees, charges for and features of riders, administ1°ative charges, 
annual contract fees, surrender charges and schedule)? 

Has the impact of fees on llong-te1°rn growth been discussed with the client? 

Annuity leatures: l····low will certain features of an annuity such as available riders, tax­ deferred 
growth, death or living benefit, or annuitization benefit the cllient? 

Has the client been inforrned of both the insurance and investment components of the 
annuity? 

Cost: You ar·e not requir·ed to recommend the lowest cost product but instead should be 
ablle to explain your process for considering the costs and fees of reasonablly availlable 
alternatives for meeting the client's needs and preferences. 

Additionally: 
All new annuity sales are subject to Principal approval prior to processing the annuity application 

and forwarding it to the carrier. 

 
1035 Exchange or Replacement recommendations 
When recommending a 1035 exchange or annuity Replacement, you should consider additional 

factors such as: 



• Why does the existing contract not meet the client's objectives? 
• Does the existing policy or annuity contract have any unique features that cannot be 

Replaced? 
• Will the client benefit from product enhancements and improvements on the proposed 

contract? If so, how? 
• How do the death or living benefits of the two products compare? 
• Will the client have a loss of death or living benefit base? 
• How do the expenses (expenses include M&E, administrative, optional rider fees, and 

distribution fees) of the two products compare? 
• Will the client pay a surrender charge? 
• Will the funds be subject to a new surrender period? 
• Has an exchange or Replacement occurred within the last 36 months (60 months in 

California and Minnesota)? 
• Was the client provided with adequate information to understand the features and benefits 

available on both contracts to enable the client to make an informed decision about the 
exchange/ Replacement? 

 
Partial 1035 exchange recommendations 
Because partial 1035 exchanges may implicate special tax considerations, you should consider the 
following factors prior to making this type of recommendation: 
• IRS Revenue Procedure 2011-38 states if withdrawals are taken from either annuity within the 

180-day period (down from the previous 12-month period) following a partial annuity to annuity 
exchange, the IRS will apply general tax principals to determine the tax treatment of the 
previous partial 1035 exchange and subsequent withdrawal. The client may be subject to 
additional taxable income. The IRS tax treatment may be different from what is Reported on 
Form 1099-R. A tax adviser should be contacted before any withdrawals are taken from either 
contract during the 180 period. 

• The only exception to the 180-day waiting period is annuitization for one or more lives or 
annuitization for a term of 10 years or more. The previous exceptions for life events or age no 
longer apply. 

• There may be liquidity issues since a withdrawal from either annuity within the 180-day 
period following the partial exchange may have adverse tax consequences. 

• The cost basis (both TEFRA and any Pre-TEFRA elements) should be prorated between the 
redeeming and receiving annuities. 

• Some life insurance carriers may not allow a partial 1035 exchange into an existing contract. 
• You should recommend the client consult with a tax adviser to discuss the specific current 

and future tax considerations of annuities. 
• If an identified benefit of a partial exchange includes advanced tax strategies, then the client 

should be encouraged to discuss the specific and future tax considerations with a tax advisor 
prior to Principal approval of the exchange. 

 
Disclosure requirements 
Provide all disclosure documents required by both Harbour and the annuity carrier. 



• For each new account, refer to Compliance Manual Policy: Disclosure requirements. 
• For annuity Replacements, also refer to Compliance Manual Policy: Switch transactions and 

Replacements. 
• For specific disclosure requirements by annuity type, refer to Compliance Manual Policy: 

Variable annuities or Compliance Manual Policy: Deferred fixed and immediate annuities. 
• For annuity sales in New York, also refer to Compliance Manual Section Appendix E: State 

specific information. 

 
New York regulation 187 
The Regulation requires when an advisor makes a recommendation with respect to a new or in­ force 
New York annuity contract that: 
• The recommendation is in the client's best interest. Acting in a client's best interest means 

the recommendation is suitable for the client's needs and objectives, is based on the 
suitability information provided and only the interests of the client were considered in making 
the recommendation. 

• The client has been informed of the relevant impacts of the transactions and both positive 
and negative aspects have been disclosed. 

 
New York regulation 194 disclosure 
For applications signed in New York, at the client's request, you must disclose compensation 
information for insurance products sold in the state of New York, including annuities. 

 
Certain disclosures are included in the new account applications, however, if the client requests 
additional disclosure you should contact Harbour for assistance. 

 
Florida 
If you recommend that a Florida resident fully surrender an annuity contract and the proceeds will 
not be used to fund or purchase another annuity or life insurance policy, you must make Florida 
specific disclosures to the client. 

 
Non-resident state sales 
When selling an annuity to a client or prospect in a state other than the state where the client or 
prospect resides: 
• You must be properly licensed and registered in all states where you meet with clients and 

transact business as stated in Compliance Manual Policy: Minimum licensing and registration 
requirements 

• The client must also have a connection to the state of application, such as: 
o A second residence 
o A workplace 
o An ongoing financial planning relationship with you at your primary office location 

• It is not appropriate to take an application where the client or prospect's relationship with the 
state is only for the purpose of taking that application, even if you are licensed and registered 
in that state. 

• The States of Arkansas, Massachusetts, Minnesota, Mississippi, Utah, Washington, and 



Wisconsin require their residents to purchase only contracts issued within their resident state. 
Therefore, Harbour requires residents of these states to only sign annuity applications in their 
primary resident state; they may not sign applications in other states. 

 
New York state sales 
New York insurance laws require that a contract be delivered in New York if the application is 
signed in New York. Any contracts issued outside the state cannot be delivered within the State of 
New York. 

 
Other state-specific sales provisions 
You should be familiar with state-specific policies. Refer to Compliance Manual Section Appendix 
E: State specific information for further information about state specific annuity sale provisions 
for Arkansas, California, Florida, Iowa, Colorado and New York. 

 
Contract delivery 
Contracts are issued according to the state where the application is signed. Generally, annuity 
contracts are mailed directly to the client from the carrier. If you receive the annuity contract, 
promptly deliver the annuity contract to the client in the state in which it was signed. 

You are prohibited from holding the original annuity contract on behalf of the client. Free 

look period 
A contract owner has the right to examine an annuity and cancel the contract if they so desire. 
Free look periods and refund calculations vary based on state regulations. Refer to the annuity 
contract for state specific free look provisions. 

 
Market timing 
Transactions within a variable annuity are subject to trading restrictions as stated in the product's 
prospectus. 

 
Definitions 
1035 exchange: A provision in the tax code which allows for the direct transfer of accumulated 
funds in a life insurance policy or annuity contract to another annuity contract, without creating a 
taxable event. 

 
Material information: Features or facts that might reasonably be expected to affect the value of a 
product or service or may influence a client's decision related to that product or service. For 
instance, material information regarding a general security may include its terms and features, 
ratings and rating changes, the security's price or yield, and tax implications. 

 
Partial 1035 exchange: Partial accumulated funds that are transferred directly into a new annuity 
contract. 

 
Recommendation is defined in Compliance Manual Policy: Making recommendations to clients. 



Replacement is defined in Compliance Manual Policy: Switch transactions and Replacements. 



9.6.2. Variable Annuities 
 

Procedures 
Principal review and approval 
Prior to transmitting a customer's application for a deferred variable annuity to the issuing 
company for processing, but no later than seven business days after an office of supervisory 
jurisdiction receives a complete and correct application package, a registered principal shall 
review and determine whether he or she approves of the recommended purchase or exchange of 
the deferred variable annuity. 

• A registered principal shall approve the recommended transaction only if he or she 
determines there is a reasonable basis to believe that the transaction would be suitable 
and, where applicable, in the best interest of the client. 

• The registered principal who reviewed and then approved or rejected the transaction 
shall sign the documentation acknowledging their decision. 

• A complete and correct application package is defined as fully executed paperwork 
required by Harbour as described in our procedures. 

o Completed sponsor account application 
o Principal approved Customer Investment Profile 
o Fully completed Harbour documentation, which should include: 

■ Letter of Understanding form 
■ Liquidation form, Company Rollover Form or Advisory Disclosure Form 
■ Any requested additional suitability information 
■ Side-by-Side analysis and comparison worksheet 

 
The chief compliance officer or principal designate shall review a report, generally on a quarterly 
basis, on the rate of variable annuity exchanges. 

• The rate of exchanges will be reviewed for each representative, but the actual rate that may 
be considered "inappropriate" is subjective as each exchange is reviewed by a registered 
principal for suitability. The review of the report will generally look for excessive exchange 
rates compared with other representatives that sell variable annuities. The excessive rate 
might be in the form of the total exchanges transacted or a percentage of total variable 
annuity transactions. 

• As with all transaction approvals, the suitability determination is on an individual 
transaction basis. 

o Harbour reviews every transaction for suitability. 
o Variable annuity exchanges deemed not suitable by a registered principal are 

rejected. The paperwork is scanned and then presented to the chief compliance 
officer for review and filing. 

• The representative will receive reasoning for the rejected exchange. 
• Representatives deemed to have "inappropriate" exchanges because of the report 

review generally will first receive a warning letter. 
o Harbour may choose to terminate its affiliation with the representative without 

warning. 



o Investment Professional may also be subject to heightened supervision. 

 
Suitability plays a role in determining the share class for a customer and certain riders may 
require additional consideration prior to recommending due to the potential costs involved. The 
details of the customer investment profile should be reviewed with the different features of the 
variable annuity including share class. The following are guidelines to generally look for regarding 
the review of variable annuity share classes. 

• Short-term surrender with long term rider 
• Short-term surrender with long term time horizon 
• M&E costs corresponding to surrender schedule 
• Explanation of why the product (including share class) selected makes the most sense 

given the client's objectives and time horizon. This should be included within the 
Variable Annuity Purchase of Letter of Understanding. 

 
Definitions 
Recommendation is defined in Compliance Manual Policy: Making recommendations to clients. Rider: 

Options that can be added to an annuity contract for a fee. 

Sub-account: Accounts within the annuity that offer diversification and a stated investment 
objective. 

 
Variable annuity: An annuity contract which provides future payments to the holder, usually at 
retirement, the size of which depends on the performance of the portfolio's securities. 



9.6.3. Deferred, Fixed, and Immediate Annuities 
 

Procedures 
In addition to satisfying the suitability requirements detailed in Compliance Manual Policy: Making 
recommendations to clients and Compliance Manual Policy: Annuities Overview, consider the 
following when making a recommendation involving a fixed annuity: 

 
r:ees and expenses: The fees associated with a deferred fixed annuity contract include: 

'1111 -Administrative charges, annual contract fees or both 
'1111 -Surrender charge  schedulles 

Renewal rates: After an initial guaranteed base rate period, the interest rate on a deferred 
fixed annuity renews, and the issuing company may set a new r'ate. Renewal rates will never 
falll below the minimum rate guaranteed in the contract, which may vary by state. 
Immediate fixed income annuity payout amount: The payout amount is based on the 
choices made by the owner of the annuity including the number of annuitants and whether 
the payout period is llife 01° a term certain period. r:01° example, the owner may ellect a joint 
life payout with a 20-year period certain. 
The payout amount in this example would continue for the life of the second annuitant or 20 
years, whichever is longer. Discuss the differences between the varied payout options with 
the client to ensure they make suitable choices. Consider including the beneficiaries in the 
discussion,, 
Definitions 
Deferred fixed annuity: An annuity that offers a fixed rate of return each year as well as the potential 
for tax-deferred accumulation. Both principal and earnings are guaranteed by the insurance 
company. 

 
Immediate fixed annuity: An annuity that offers immediate payout based on the contract owner's 
specified payment plan election. The insurance company guarantees payments. 

 
Payout amount: The annual payment distribution from an annuity upon annuitization. 

 
Recommendation: Please refer to Compliance Manual Policy: Making recommendations to 
clients. 



9.6.4. Sales of Annuity Products to Military Personnel 
 

Procedures 
Best Interest requirement 
To comply with the Best Interest requirement, refer to Compliance Manual Policy: Best interest for 
securities and investment strategies involving securities, Compliance Manual Policy: Disclosure 
requirements and Compliance Manual Policy: Making recommendations to clients. In addition to 
satisfying the requirements outlined in these policies as applicable, take into consideration the 
following when conducting your analysis related to an investment account, transaction or 
investment strategy involving these securities. 

 
Analysis 
When conducting an analysis for annuities for an active-duty member of the armed forces, you 
must satisfy the requirements detailed in Compliance Manual Policy: Making recommendations to 
clients and Compliance Manual Policy: Annuities overview and the applicable annuity 
product compliance manual policy. 

 
Definitions 
Active duty: Active, full-time duty in military service of the United States, including members of 
the reserve component (National Guard and Reserve) while they are serving under published 
orders for active duty or full-time training. 
• Active duty does not include members of the reserve component who are performing active 

duty or active-duty training under military calls or orders specifying periods of less than 31 
calendar days. 

• It is important to understand this term is defined differently in various states who have 
adopted the NAIC model with deviations. 

 
Life insurance, for the purpose of this section: Insurance coverage on a human life, including 
benefits of endowment and annuities, individually issued annuities and, unless otherwise 
specifically excluded benefits, in the event of death or dismemberment by accident and benefits 
for disability income. 

 
Servicemembers' Group Life Insurance (SGLI): Subsidized life insurance available to members of the 
Armed Forces from the federal government. Members are automatically insured for the maximum 
amount of $400,000. The current cost for the maximum SGLI coverage is $29 per month. The 
member may elect to choose a lower benefit amount. A member's spouse is insured for $100,000 
and a member's child is insured for $10,000. 

 
Side fund: A fund or reserve that is part of or attached to a life insurance policy which 
accumulates premium or deposits with interest. The term does not include accumulated cash 
value provided by a universal life policy or whole life policy or individual annuity. 

 
Veterans' Group Life Insurance (VGLI): Available to members of the Armed Forces when 



released from active duty or reserve members with full-time SGLI coverage can convert their coverage 
to VGLI. 



9.6.5. Fixed Index Annuities 
 
 

Procedures 
In addition to satisfying the suitability requirements detailed in Compliance Manual Policy: 
Suitability Requirements and Compliance Manual Policy: Annuities Overview, consider the 
following when making a recommendation involving a fixed index annuity: 

 
1:ees and expenses: 1:ees associated with the annuity contract include, but are not limited to 
the following: 

I/IP   -Additional! fees charged fo1° optional riders 

I/IP   -Additional! fees charged for bonus or credit annuities I/IP   

-Administrative charges, annual contract fees or both I/IP  -

Surrender charges and schedules 

Renewal rates, caps and spreads: After an iinitial guaranteed period, the iinterest rate, 

Cap and/or Spread on a fixed index annuity renews. The issuing company may set a new 

rate, Cap and/or Spread. Renewal values will never fall below the minimum rate 

guaranteed in the contract, which may vary by state. 

llixed account: The issuing insurance company determines the interest rates for money 

all located to the fixed account. 

Early withdrawals could result in a positive or negative market value adjustment 

{ IVlVA), affecting the va I ue of the account. 

Optional riders: Ensure clients understand how a living or death benefit functions 

and how it may be utilized. 

The benefits should be presented in context with the overall annuity purchase. 

The age of the owner or annuitant is an important component to consider when 

forming a recommendation. Depending on the person's age and the type of rider, 

under some circumstances, a client may not realize a monetary benefit from the 

rider .. lor additional guidance refer to the Annuity suitability guidelines. 

llxplain to clients the difference between a rider and the annuity contract along with 
the difference between the cash value of the annuity contract in comparison to the 

benefit value a rider may have. 

Discuss potential conflicts that may arise between certain riders and other contract 

benefits with clients (e..g.1 the impact that an income rider distribution may have on 

the standard death benefit). 



Definitions 
Recommendation: Please refer to Compliance Manual Policy: Suitability Requirements 

Rider: Refers to options that can be added to an annuity contract for a fee. 



9.7. Insurance 
9.7.1. Insurance - Generally 

 
Procedures 
Disclosure requirements 
In addition to satisfying the disclosure requirements detailed in Compliance Manual Policy: Disclosure 
requirements, you must meet the following obligations. 

 
New York Regulation 194 Disclosure 
For applications signed in New York, at the client's request, you must disclose compensation 
information for insurance products sold in the state of New York, including life insurance, long 
term care (LTC) insurance, disability income (DI) insurance, health insurance and annuities. 

 
Certain disclosures are included in the new account applications, however, if the client requests 
additional disclosure you should contact Harbour compliance. 

 
New York Regulation 187 
The regulation requires when an advisor makes a recommendation with respect to a new or in­ 
force New York life insurance contract that: 
• The recommendation is in the client's best interest. Acting in a client's best interest means 

the recommendation is suitable for the client's needs and objectives, is based on the 
suitability information provided and only the interests of the client were considered in making 
the recommendation. 

• The client has been informed of the relevant impacts of the transactions and both positive 
and negative aspects have been disclosed. 

 
Policy delivery requirements: 
Follow the insurance carrier's requirements for policy delivery. Promptly deliver the policy to the 
client to begin the free look period as described below and complete any needed requirements 
such as policy delivery receipt forms. Do not hold the original insurance policy on behalf of the 
client. Promptly submit completed requirements to the carrier. 

 
For policies issued in force: 
• Complete any forms, proof of policy delivery or both as required by the issuing carrier (e.g., 

follow each carrier's instructions). For example, the client may need to sign and date a Delivery 
Receipt that accompanies the policy. 

• Retain the signed receipt in the client file. If the policy is mailed to the client, a registered or 
certified mail receipt is needed for proof of delivery and must be retained in the client file. 

 
For policies issued not in force: 
• Deliver the policy and work with the client in completing any outstanding requirements. 
• Promptly submit completed requirements to the insurance company, along with any forms 

required by that carrier (i.e., an original signed Policy Delivery Receipt may be required). 



New York State Policy Delivery Law: 
• When the application is signed in the state of New York, state insurance law requires you to 

deliver the policy in the state of New York. 
• When the application is signed outside the state of New York, state insurance law prohibits 

you from delivering the policy in the state of New York. 

 
Definitions 
Free look period: Free look periods and refund calculations vary based on state regulations. If a 
client submits a request to exercise the free look option, follow the free look provision detailed in 
the insurance policy documents and any accompanying material provided by the insurance 
company. 

 
Insurance: A product offering that provides a financial reimbursement in the event of a loss in 
exchange for a premium. 

 
Recommendation: Refer to Compliance Manual Policy: Making recommendations to clients. 



9.7.2. Life Insurance 
 

Procedures 
Best Interest requirement 
To comply with the Best Interest requirement, refer to Compliance Manual Policy: Best Interest for 
securities and investment strategies involving securities, Compliance Manual Policy: Disclosure 
requirements and Compliance Manual Policy: Making recommendations to clients. In addition to 
satisfying the requirements outlined in these policies as applicable, take into consideration the 
following when conducting your analysis related to a transaction or investment strategy involving 
these securities. 

 
Analysis 
Age and health: A client's age and heallth typicallly willl affect the insurance u11derwriting 
a11d calculatio11 of what the i11sura11ce premium will cost the clie11t. 
Consider the cost of protection, as well as appropriate alternative products that may be 
availablle. 
Financial situation/ needs: Co11sider the clie11t's curre11t assets, other i11sura11ce policies 
and current source of funding for the insurance policy .. 
Consider whether the insurance is affordablle for the cllie11t. 
1:::or purchases of additio11all life insurance (non-Heplaceme11ts) co11sider a11d docume11t the 
following additional factor·s befor·e recomme11di11g a11 additional life i11sura11ce policy: 
-Will total premiums for all household insurance policies be affordable? 
-What need is the additio11al insu1ra11ce filli11g? 
11. ...iquidity 11eeds: Document assets the client can access to accommodate changing life 
circumstances and meet future needs (e.g..,  medical emergencies, life-changing events). 
Time frame: 
Universal and Variable life insurance products typically have a surrender period.. Compare 
the cllient's timefranne with the llife insurance product's surrender schedulle, if appllicablle. 

 
Disclosure requirements 
In addition to satisfying the disclosure requirements detailed in Compliance Manual Policy: Disclosure 
requirements, you must meet the following obligations: 
• Provide all disclosure documents required by the insurance carrier. 
• Prior to the client's purchase of a variable insurance product, whether recommended or not, 

you must provide a copy of the current product prospectus. You must ensure that the client 
understands material information about the product by reviewing the prospectus and 
disclosing product features and facts that might reasonably be expected to affect the product 
value or influence the client's decision. Failure to do so may be considered a misrepresentation 
by omission. 

• For sales in the state of New York, refer to Compliance Manual Policy: Insurance overview for 
special New York Regulations 187 and 194 disclosure requirements. 

• For Replacements: 
o Refer to Compliance Manual Policy: Switch transactions and Replacements for detailed 

requirements. 



o Complete the state-specific disclosure forms and Replacement requirements as required 
by the state in which you are doing business. 

o When the proposed policy is inferior to the current policy in any way, such as significant 
decrease in the death benefit, document rationale for the Replacement on the appropriate 
Replacement disclosure form and explain the difference to the client. 

o Refer to Compliance Manual Policy: E.NY.2 Effect of Regulation 60 on Replacement of life 
insurance and annuities for additional state specific Replacement requirements for 
applications signed in the state of New York. 

State Specific Requirements New 

York State Requirements 
• For all insurance policy applications in the state of New York, to support compliance with 

New York Insurance Regulation 187 disclosure requirements, provide an illustration at the 
time of recommendation. 

• You must follow the claims process specific to New York. New York State Insurance 
Regulations No. 64 and No. 152 impose certain requirements on insurers related to claims 
procedures and record keeping requirements. 

• For details and requirements, refer to Compliance Manual Policy: State insurance 
regulations requirements related to claims procedures and recordkeeping. 

 
Policy delivery 
Refer to Compliance Manual Policy: Insurance overview for policy delivery requirements. 

 

 
1035 exchange or Replacement recommendations 
When recommending a 1035 exchange or Replacement you should consider additional factors 
such as: 
• Why the existing policy may not meet the client's objectives 
• Whether the existing policy has any unique features that cannot be Replaced 
• How the client will benefit from enhancements or improvements in the proposed contract 
• How the expenses, including M&E, administrative fees, optional rider fees, and distribution 

fees of the two products compare 
• Whether the client will pay a surrender charge 
• Whether the client will be subject to a new surrender period 
• Whether the client was provided with adequate information to understand the features and 

benefits available on both contracts to enable the client to make an informed decision about 
the Replacement 

• Client's understanding of contestability and suicide clauses 
• Impact of health changes that may cause the client's policy to be more expensive than the 

existing coverage 

 
Long-term Care (LTC) or Chronic Care Rider 
Life insurance carriers offer optional riders on permanent life insurance products. These riders 



typically allow clients to access a percentage of the policy's death benefit to assist in covering chronic 
care costs. When recommending an LTC or Chronic Care Rider you should consider additional factors 
such as: 
• Whether the client has a primary need for life insurance coverage with a secondary goal for 

chronic care coverage. It is not acceptable to recommend a life insurance product based 
solely on the benefit offered by an LTC or Chronic Care rider. 

• Whether the client has existing long-term care coverage sufficient to meet the client's 
needs 

• Whether the LTC or Chronic Care rider is appropriate as supplemental coverage to the 
client's existing long-term care coverage 

• Whether you must make a Replacement disclosure (refer to Compliance Manual Policy: 
Switch transactions and Replacements). If an existing long-term care policy is cancelled or 
funding is discontinued in order to purchase a life insurance policy with an LTC or Chronic 
Care rider, it is considered a Replacement and you must: 
o Provide the client with a notice regarding the Replacement of accident and sickness or 

long-term care insurance as required by the state. 
o Conduct the analysis detailed in the procedures above, to determine whether the 

Replacement is appropriate. 
o Work with the client to determine an appropriate benefit amount and benefit limit to 

meet the client's needs. 

 
Definitions 
Investor Owned Life Insurance (IOU) and Stranger Originated Life Insurance (STOLi) are formed for 
the purpose of financial gain without insurable interest. Specifically, they are practices or plans to 
initiate a life insurance policy for the benefit of a third-party investor, who, at the time of policy 
origination, has no insurable interest in the life of the insured. 

 
Life settlement refers to when the owner of a life insurance policy sells its policy to a third party for 
less than the net death benefit, but more than the cash surrender value. 

 
Recommendation is defined in Compliance Manual Policy: Making recommendations to clients. 

Replacement is defined in Compliance Manual Policy: Switch transactions and Replacements. 



9.7.3. LTC Insurance 
 

Procedures 
Suitability Analysis 
In addition to satisfying the general suitability requirements detailed Compliance Manual Policy: 
Making recommendations to clients, take into consideration the following when conducting a 
suitability analysis related to any of these product options: 
Age 
• Typically, the age of the insured is between 45-70 years of age. 
• Exceptions may be made based on individual circumstances (e.g., family history of medical 

issues). 
• A client's age and health typically will affect the insurance underwriting and calculation of 

what the insurance premium will cost the client. 

 
Financial situation/ need 
• Consider the client's current assets, other insurance holdings and current source of funding 

for the insurance policy. 
• Consider the cost of protection, as well as appropriate alternative products that may be 

available. 
• Consider the affordability of the LTC protection. 
• Consider if the client has sufficient income sources, both now and in the future, to support 

the required premium. 
• A shorter elimination period should be chosen for clients who don't have adequate cash 

reserves to sustain a longer elimination period. 

 
Liquidity needs 
Consider the client's cash flow needs and document assets the client can access to accommodate 
changing life circumstances and meet future needs such as medical emergencies or life-changing 
events. 

 
Liquid assets 
The payor of the policy should have sufficient liquid assets to meet the initial cost and potential 
ongoing premiums of the policy. 

 
Insurable need 
The client must have a demonstrated insurable need and the recommended insurance product 
must fill that need appropriately (e.g., insufficient assets to pay for long-term care expenses out of 
pocket, preference to transfer risk to insurance company). 

 
For additional information on recommending life insurance with long-term care or chronic care 
rider, see Compliance Manual Policy: Life insurance. 



Disclosure Requirements 
When selling a long-term care protection product, be sure to: 
• Provide full and fair disclosure around features, benefits and riders of the LTC policy, 

including: 
o Whether or not the insurance company has the right to increase the premiums. 
o What circumstances would make the client eligible for LTC benefits (e.g., the number of 

Activities of Daily Living a client is unable to perform, severe cognitive impairment, etc.). 
o Fees and expenses. 
o Elimination period requirements. 
o Benefit amounts. 
o Benefit period. 
o All special disclosures required by the particular state. 
o Inflation protection options, if available. 
o Return of premium features, if available. 

• Ensure the confidentiality, security, and integrity of protected health information in 
accordance with HIPAA as described in Compliance Manual Policy: 9.6.8 Health Insurance 
Portability and Accountability Act (HIPAA). 

 
Disclosure Requirement for New York: Refer to Compliance Manual Policy: 9.6 Insurance overview 
for special New York Regulation 194 disclosure requirements. 

 
Disclosure Requirements for Maryland: Maryland House Bill 493, requires you to provide notice to 
clients considering the purchase of a long-term care insurance policy or rider about the availability 
and benefits of a policy that qualifies under the Maryland Qualified State Long-Term Care 
Insurance Partnership Program. 
• Have a general conversation about the availability of the Qualified State Long-Term Care 

Insurance Partnership Program in the State of Maryland. 
• Document your conversation and delivery of the disclosure statement. 

 
Policy Delivery 
Refer to Compliance Manual Policy: Insurance overview for policy delivery requirements. 

 
Recordkeeping for Claims - New York Only 
• New York State Insurance Regulations N. 64 and No. 152 impose certain requirements on 

insurers related to claims procedures and record keeping requirements. 
• You must follow the claims process specific to New York. 
• For details and requirements, refer to Compliance Manual Policy: E.NY.1 State insurance 

regulations requirements related to claims procedures and recordkeeping. 

 
Definitions 
Activities of Daily Living (ADLs): Basic activities of daily life (e.g., bathing, dressing, etc.). Insurers 
typically measure the need for long-term care benefits based on the inability to independently 



perform these activities. The policy will specify how many activities of daily living can no longer be 
performed before benefits of the plan will be available. Benefits are then payable, after expiration 
of an Elimination Period. Other criteria may trigger benefits as well, such as cognitive impairment of 
the individual necessitating substantial supervision. 

 
Elimination Period: The waiting period before benefits will commence. 

 
Hybrid life/LTC insurance: Refers to a combination of life insurance and long-term care coverage. 
The client's primary need is long-term care coverage; the secondary need is life insurance 
protection. Like traditional LTC insurance, hybrid products typically provide coverage for nursing 
home, assisted living, 
home care and adult day care expenses and are designed to provide reimbursement for 
expenses actually incurred. 

 
Insured: The person who is covered or protected by an insurance policy. 

 
Life insurance with accelerated benefit rider: Covers long-term care or chronic care expenses. The 
client's primary need is life insurance protection. Coverage for long-term care or chronic care 
expenses is a secondary need. The rider is designed to help cover such expenses as nursing home, 
assisted living, home care and adult day care. The rider coverage may be an indemnity or 
reimbursement type of payment depending on the insurance carrier's design. 

 
Long-term care (LTC) insurance: Refers to traditional long-term care insurance that is solely 
designed to provide coverage for long-term care expenses. Typically provides coverage for the cost 
of nursing home care, assisted living, home care and adult day care. Traditional LTC policies usually 
provide reimbursement for expenses actually incurred. The client's primary need is 
long-term care coverage. 

 
Payor: The person responsible for paying the insurance premiums. For LTC product protection options, 
the insured and the payor may be different people (e.g., a son purchases a policy for his father and 
the son pays the policy premium). 



9.7.4. Disability Income Insurance 
 

Procedures 
Suitability Analysis 
In addition to satisfying the general suitability requirements detailed in Compliance Manual Policy: 
Making recommendations to clients, take into consideration the following when conducting a 
suitability analysis related to a disability income insurance product: 

 
Age 
• Typically, the age of the insured is between 20 - 60 years of age. 
• A client's age and health typically will affect the insurance underwriting and calculation of 

what the insurance premium will cost the client. 

 
Financial situation/ needs 
• Consider the cost of protection, as well as appropriate alternative products that may be 

available. 
• Consider the client's current assets, other insurance policies, and current source of funding 

for the insurance policy. 
o Will the insurance be affordable for the client? 
o Does the client have sufficient annual income? 

• For purchases of additional disability income insurance (non-Replacements) consider and 
document the following additional factors before recommending an additional disability 
income insurance policy: 
o Will total premiums for all insurance policies be affordable? 
o What need is the additional insurance filling? 

 
Liquidity needs 
• Consider the client's cash flow needs and document assets the client can access to 

accommodate changing life circumstances and meet future needs such as medical 
emergencies or life-changing events. 

• A shorter elimination period should be chosen for clients who don't have adequate cash reserves 
to sustain a longer elimination period. 

 
Tax Considerations 
• Premiums and benefits for disability income may or may not be tax deductible. 
• Have the client consult a tax advisor for additional information. 

 
Disclosure Delivery 
When selling disability income insurance, provide full and fair disclosure about the features, 
benefits and riders of the policy, including all of the following: 
• The policy's definition of disabled 
• Whether the policy is intended for total disability, partial disability, or a combination 
• Fees and expenses 



• Elimination period requirements 
• All special disclosures required by the particular state. 

 
New York State Sales 
Refer to Compliance Manual Policy: Insurance overview, for special New York Regulation 194 
disclosure requirements. 

 
Account Set Up 
Refer to the Disability income insurance - third party page. 

 
Policy Delivery 
Refer to Compliance Manual Policy: Insurance overview, for policy delivery requirements. 

 
Recordkeeping for Claims - New York Only 
• New York State Insurance Regulations 64 and 152 impose certain requirements on insurers 

related to claims procedures and record keeping requirements. 
• You must follow the claims process specific to New York. 
• For details and requirements, refer to Section E.NY.1, State insurance regulations 

requirements related to claims procedures and recordkeeping. 

 
Definitions 
Elimination Period: The waiting period before DI benefits will commence. 

 
Group Disability Income (DI) Insurance: A policy for which the ownership rights belong to the 
policy holder, which is typically an employer or an association (e.g., a small business purchases a 
group policy for all employed workers). 

 
Individual Disability Income (DI) Insurance: A product that provides a periodic (typically monthly) 
benefit to replace income loss due to a sickness or injury. Ownership rights are with the 
individual who is covered by the policy. 



9.7.5. Individual Medical Insurance 
 

Procedures 
Suitability analysis 
In addition to satisfying the general suitability requirements detailed in Compliance Manual Policy: 
Making recommendations to clients, take into consideration the following when conducting a 
suitability analysis related to these types of products. 

 
Objectives: Health insurance sales are typically suitable for any client who is not currently 
covered with a health insut',rnce plan or is looking to supplernent thei1· cut'rent coverage, 
or a business owner is seeking to provide benefits to employees .. 

If  a client is not cunently covered by a health insurance policy or an employer does not 
currently offer or is changing providers, document reasons why the client is not covered, or 
the employer is changing providers before recommending other options. 

Financial situation/ needs:: Clients must have sufficient income or liquiid net worth to 
cover health insurance premium costs.. 

Tax considerations: Money paid for premiums may or may not be tax deductible. Have the 
client consult a tax advisor for additional inforrnation. 

Health insurance Replacements 
Prior to recommending the Replacement of any health insurance policy, be sure to review, discuss 
and document all current and potential costs and benefits with the client. 

 
Disclosure requirements 
When selling health insurance or Medicare supplement insurance products, be sure to: 
• Satisfy the requirements detailed in Compliance Manual Policy: Disclosure requirements 
• Provide full and fair disclosure about the features, benefits and riders of the policy, 

including: 
o Deductibles 
o Maximum out-of-pocket expenses 
o Coverage limits 
o Premium costs 
o Co-payments 
o Options for treatment (In Network, Out of Network, etc.) 
o All special disclosures required by a particular state 

• Ensure the confidentiality, safety and integrity of protected health information in 
accordance with HIPAA as detailed in Compliance Manual Policy: 9.6.8 Health Insurance 
Portability and Accountability Act (HIPAA) 

 
Disclosure requirement for New York 
Refer to Compliance Manual Policy: Insurance overview, for special New York Regulation 194 
Disclosure requirements. 



Policy delivery 
Refer to Compliance Manual Policy: Insurance overview, for policy delivery requirements. 

 
Definitions 
Co-payment: A set dollar amount that is typically paid by the insured for each office visit. 

 
Deductible: The out-of-pocket expense that typically must be paid before insurance benefits kick 
in. 

 
Health insurance: A product that protects against a loss due to illness or bodily injury by providing 
coverage for visits to the doctor, medicine, hospital stays, and other medical expenses. 

 
Maximum out-of-pocket: The maximum amount a client would have to pay before the insurance 
company begins to cover the expenses. 



9.7.6. Sales of Insurance Products to Military Personnel 
 

Procedures 
Best Interest requirements 
To comply with the Best Interest, refer to Compliance Manual Policy: Best interest for securities 
and investment strategies involving securities, Compliance Manual Policy: Disclosure 
requirements, Compliance Manual Policy: Making recommendations to clients and Compliance 
Manual Policy: Insurance overview. 

 
Suitability requirements 
To comply with suitability requirements, refer to Compliance Manual Policy Making 
recommendations to clients and Compliance Manual Policy: Insurance overview. 

 
Disclosures 
In addition to satisfying the requirements detailed in Compliance Manual Policy: Life insurance 
and Compliance Manual Policy: Disclosure requirements, you must: 
• For clients in New York state, satisfy the Regulation 194 disclosure requirements detailed in 

Compliance Manual Policy: Insurance overview. 
• Retain a copy of the disclosures in the client file as detailed in Compliance Manual Policy: 

Client file. 

 
Policy delivery 
For policy delivery requirements, refer to Compliance Manual Policy: Insurance overview. 

 
Definitions 
Active duty: Active, full-time duty in military service of the United States, including members of 
the reserve component (National Guard and Reserve) while they are serving under published 
orders for active duty or full-time training. 
• Active duty does not include members of the reserve component who are performing active 

duty or active-duty training under military calls or orders specifying periods of less than 31 
calendar days. 

• It is important to understand this term is defined differently in various states who have 
adopted the NAIC model with deviations. 

 
Life insurance: For the purpose of this section, refers to insurance coverage on a human life, 
including benefits of endowment and annuities, individually issued annuities and, unless 
otherwise specifically excluded benefits, in the event of death or dismemberment by accident and 
benefits for disability income. 

 
Servicemembers' Group Life Insurance (SGLI): Subsidized life insurance available to members of the 
armed forces from the federal government. Members are automatically insured for the maximum 
amount of $400,000. The current cost for the maximum SGLI coverage is $29 per month. The 
member may elect to choose a lower benefit amount. A member's spouse is 



insured for $100,000 and a member's child is insured for $10,000. 

 
Side fund: A fund or reserve that is part of or attached to a life insurance policy which 
accumulates premium or deposits with interest. The term does not include accumulated cash 
value provided by a universal life policy or whole life policy or individual annuity. 

 
Veterans' Group Life Insurance (VGLI): Available to members of the Armed Forces when released 
from active duty or the reserve, members with full-time SGLI coverage can convert their coverage 
to VGLI. 



9.7.7. HIPPA 
 

Procedures 
Obtain a signed consent and authorization form as required by the third-party carrier, as 
applicable. 
• For third-party carriers, refer to the specific carrier for the required forms. 

 
Definitions 
Protected Health Information ("PHI"): Individually identifiable health information, including any 
information that is created or received by a life insurer, health care provider, employer, or other 
entity that relates to the past, present or future physical or mental health or condition of a client. 
For Harbour purposes, this relates to the application or servicing of health-related insurance 
products, such as long-term care insurance. 

 
Health information becomes identifiable when it contains data such as name, address, Social 
Security number, telephone/fax numbers, email addresses, or medical records. 



9.8. Alternative Investments 
9.8.1. Non-Traded Reit's/BDC's 

 
Procedures 
Best Interest requirement 
To comply with the Best Interest requirement, refer to Compliance Manual Policy: Best interest for 
securities and investment strategies involving securitiesLCompliance Manual Policy: Disclosure 
requirements and Compliance Manual Policy: Making recommendations to clients. In addition to 
satisfying the requirements outlined in these policies as applicable, take into consideration the 
following when conducting your analysis related to an investment account, transaction or 
investment strategy involving these securities. 

 
Analysis 
Age: Due to the long term, illiquid nature of non-traded Hl:ITs and non-traded BDCs, 
!Harbour recornmends alll cllients investing in these be less than 70 years of age. 

If a client is 70 years of age or older, provide an explanation of why the investment is appropriate. 

 
Financial situation and needs: Clients under age 70 must have either: 

 
'1111 A minimum annual income of $70,000 and a minimum net worth (excluding 

primary residence, home furnishings and automobiles} of .$70,000 or; 

'1111  A minimum liquid net worth (exclluding primary residence, home furnishings and 
automobiles} of .$2.50,000. 

If the client is age 70 or older, they must have a minimum liquid net worth (excluding 
primary residence, home furnishings and automobilles} of $.500,000. 

The state suitability section of the prospectus may have more restrictive qualifications. 
 

Other investments, including those held away from llarbour: Harbour limits the 
cumulative amount of non-traded HLIIT and non traded BDC investments to 20% of a client's 
liquid net worth (excluding primary residence, home furnishings and automobiles}. 

Ce1·tain state laws prohibit clients from investing in excess of 10% of the cllient's net worth 
or liquid net worth in non-traded Rl:ITs or non-traded BDCs. 

Investment experience: Generally, the client should have a minimum of three years' 
expet"ience investing in general secu1°ities (e.g., equities, exchange t1°aded products, fixed 

income, mutual funds}. 

Risk tolerance: The client's risk tolerance generally should be moderate, moderate aggressive, 
or aggressive. 



 

 
Recommendations regarding distribution reinvestment plans 
In addition, when recommending a client participate in a Distribution Reinvestment Plan, advisors 
must consider if the recommendation is in the best interest of the client. Consideration should be 
given to the client's investment objective related to the investment and the account overall, the 
client's liquidity needs, and the client's current concentration in non-traded REITs, non-traded 
BDCs, and other illiquid investments. 

 
State-specific recommendation requirements 
Certain states may impose a more restrictive suitability standard. Particular attention should be 
paid to the suitability factors discussed within the product's prospectus such as: 
• Higher financial threshold or a different measurement of net worth such as liquid net worth. 

In the event that the state requires a liquid net worth calculation but does not define the term in 
the prospectus, you must use the definition provided in Complia nee Manual Policy: Client 
information requirements, including Know Your Customer 

• Concentration limit- this limit, if applicable, may vary by offering, and sponsor, and may be 
applied at either the offering level, the sponsor level, across all programs, or across investment 
types, depending on the wording within the prospectus. 

 
Trusts/Partnerships/Joint ownership/CustodiaI accounts The 
following guidelines apply: 
• Irrevocable trusts: If the investment is permitted under the relevant state law and trust 

documents, the suitability requirements are to be applied to the trust 
• Revocable trusts: The suitability requirements are applicable to the donor or grantor 
• Partnerships: The suitability criteria should be applied to the limited or general partners as 

well as the partnership 
• Joint owners: The suitability criteria should be jointly applied to the owners. For joint 

ownerships with one owner over age 70, the age 70 and older suitability requirements 
apply 

• Custodial accounts: The suitability requirements should be applicable to the underlying 
owner of the custodial account 

• UGMA/UTMA accounts: The financial suitability may be met by the custodian or grantor in lieu 
of the minor, if allowed by the prospectus. 

 
Fee disclosure 
Explain to the client all the fees associated with investing in non-traded REITs or non-traded 
BDCs. If multiple share classes are available, it is important that you provide full disclosure of the 
share class options as well as the fees and expenses. 

 
The upfront cost of investing in non-traded REITs can be as high as 15% of the total amount the client 
invests. These fees include selling commissions, marketing allowances to broker-dealers, 



acquisition expenses, and organization and operational expenses. 

 
Similarly, the costs associated with investing in a non-traded BDC, both on an upfront basis as 
well as ongoing performance related fees, must be understood by the client. These fees include 
selling commissions, organization and operational expenses, and marketing allowances (non­ 
traded BDCs are prohibited from assessing an acquisition fee or debt placement fee). Ongoing 
fees can include a basic management fee as well as subordinated incentive fees on income and 
capital gains. 

 
Net of commission 
Certain clients purchasing non-traded REITs and non-traded BDCs may be eligible to purchase 
shares net of commission. The investment prospectus indicates who is eligible to purchase a non-
traded REIT or non-traded BDC at net of commission. Eligibility may vary by prospectus. For clients 
who meet the eligibility requirements, you must ensure the client receives the shares net of 
commission. 

 
Volume discount disclosure 
Those making investments in non-traded REITs or non-traded BDCs in excess of certain investment 
amounts through the same broker-dealer may be eligible to receive a reduction in the share price. 

 
If indicated in the product's prospectus, investors may also be able to combine purchases in 
multiple accounts or prior purchases to qualify for a volume discount, so long as all the 
combined purchases are made through the same soliciting broker-dealer and into the same 
product. 

 
The product sponsor will make the ultimate determination as to whether the client is eligible for 
a volume discount and the amount of such discount based on the prospectus. In general, the 
following types of accounts may be combined for volume discount purposes: 
• Purchases by (i) an individual; (ii) such individual's spouse; (iii) such individual's children 

under the age of 21 
• Purchases by accounts with the same tax identification number 
• In some non-traded REITs, the individual IRA accounts may also be combined for volume 

discounts purposes. A trust or partnership may also be combined as long as the decision 
maker of the entity is the same as the individual or joint account. 

 
Prior investment program disclosure 
Along with the information outlined in the policy, inform the client whether the non-traded REIT 
or affiliates of that non-traded REIT have offered prior investment programs for which the 
prospectus disclosed a date or time period when the program might be liquidated, and whether the 
prior programs in fact liquidated on or around that date or time period. 



9.8.2. 1031 Exchanges 
 

Procedures 
Best Interest requirement 
To comply with the Best Interest requirement, refer to Compliance Manual Policy: Best interest for 
securities and investment strategies involving securities, Compliance Manual Policy: Disclosure 
requirements and Compliance Manual Policy: Making recommendations to clients. 

 
Analysis 
Take into consideration the following when conducting your analysis related to a transaction or 
investment strategy involving a TICs/DST: 
• Expectations of the client with respect to the amount of debt used to acquire the property. 
• Consider the risk from over-concentration against the benefit of tax deferral and the 

investment potential of the underlying real estate asset(s) prior to recommending a 1031 
exchange. 

• Consider whether the fees and expenses associated with transactions outweigh the 
potential tax benefits to the customer. 

• Age: There is a heightened sensitivity with respect to the appropriateness for a senior 
investor. Refer to Compliance Manual Policy: Senior investors. 

• Financial situation and needs: Depending upon the structure of the exchange or transfer, 
the investor may need to have the ability to provide additional capital contributions. 

• Liquidity needs: The client should be willing and able to maintain this investment in excess of 
seven yea rs. 

• Investment experience: Familiarity of the client with the operations and management of the 
specific type of property (for example, a client may have familiarity with investments in single-
family, residential real estate, but no knowledge or experience with respect to apartment 
complexes or shopping malls). 

• Investment Objectives: The client's investment objectives should be consistent with the 
1031 exchange objectives, as indicated in the Private Placement Memorandum (PPM). 

• Investment time frame: The investment timeframe should generally be in excess of seven 
years. 

• Rick tolerance: Generally speaking, an investor's risk tolerance for their portion of an 
investment in a 1031 exchange, should be speculative, aggressive, or moderately aggressive due 
to the illiquid nature of the investment. 

• Tax considerations: Clients should consult a tax advisor about the potential tax implications 
involved with this type of transaction. 

• Cost: You are not required to recommend the lowest cost product but instead should be 
able to explain your process for considering the costs and fees of reasonably available 
alternatives for meeting the client's needs and preferences. 



Account set up 
Once the client has been qualified and has agreed to proceed with a 1031 exchange, complete and 
submit the following forms: 
• 1031 Exchange Application 
• Brokerage application if an account in like ownership is not already established. A TIC 

investment must be reflected in the titling of an account owned by a Special Purpose Entity. 
• Sponsor application or subscription agreement 
• Private Placement Memorandum from the sponsor 
• Sponsor Agreements for the property - Operating, Partnership, Lease, etc. 
• Sponsor Offering Selection Form 

 
Copies of all documents listed above must be kept in the client file. 

 
Upon receipt by Harbour, a Principal will review the application along with any additional 
documents supporting the client's financial standing. Approval is required before an investment 
subscription can be accepted by the sponsor. 

 
Definitions 
Delaware Statutory Trust (DST): A DST is a separate legal entity created as a trust under the laws of 
Delaware in which each owner has a beneficial interest in the DST for federal income tax 
purposes and is treated as owning an undivided fractional interest in the real property held by the 
trust. Under the DST structure the trust is the lien holder and borrower of any loan. 
Purchasers of a DST hold units of the trust, but do not have management rights or obligations. 
Additionally, DSTs are not required to limit the number of participants, as in the TIC structure. 

 
Recommendation is defined in Compliance Manual Policy: Making recommendations to clients. 

 
Tenant-in-Common (TIC): An investment whereby multiple individuals can hold title to real 
property. If certain requirements are satisfied, it may allow real property investors to defer capital 
gains via a 1031 exchange. A maximum of 35 investors may participate in a TIC investment. 

 
Owners of a TIC are allowed to own an undivided fractional interest in the entire property, while 
alleviating the responsibilities of active property management. Under this co-ownership 
structure, the client will own an undivided fractional interest in an entire property and share in 
their portion of the net income, tax shelters, and growth. Further, they will receive a separate 
deed and title insurance for their percentage interest in the property and generally have the same 
rights as a single owner. 



9.8.3. Hedge Fund Offerings 
 

Applies to: 
• Investment Professionals 

 
Policy 
You may not recommend the purchase or sale of Hedge Fund Offerings. 



9.8.4. Non-Traded Closed-end Funds 
 

Applies to: 
• Investment Professionals 

 
Policy 
You may not recommend the purchase or sale of Non-Traded Closed-End Funds. 



9.8.5. Managed Futures Funds 
 

Applies to: 
• Investment Professionals 

 
Policy 
You may not recommend the purchase or sale of Managed Futures Funds. 



9.9. Working with Municipal Entities 

Procedures 
To minimize the impact on our business, Harbour has made the decision not to be registered with 
the Securities and Exchange Commission as a municipal advisor. Because of Harbour's business 
decision, you may not work with municipal entity clients if the assets they choose to invest are the 
result of bond proceeds or municipal escrow investments generated by that municipal entity. 

 

 
Definitions 
Bond Proceeds: Monies derived by a municipal entity from the primary offering of municipal 
securities, investment income derived from the investment or reinvestment of such monies, and 
any monies of a municipal entity held in funds under legal documents for the municipal 
securities that are reasonably expected to be used as security or a source of payment for the 
payment of the debt service on the municipal securities, including reserves, sinking funds, and 
pledged funds created for such purpose, and the investment income derived from the 
investment or reinvestment of monies in such funds. 

 
Municipal escrow investments: Proceeds of municipal securities and any other funds of a 
municipal entity that are deposited in an escrow account to pay the principal of, premium, if any, 
and interest on one or more issues of municipal securities. 



10. Sales of Investment 
Advisory Services 
10.1. Financial Planning 

10.1.1. Financial Planning 
 

Procedures 
Charge reasonable fees 
You must base your fee on the complexity of the client's financial planning needs. 

 
Provide suitable advice 
Obtain from the client specific information sufficient for you to address the client's goal(s) or 
objective(s). You must retain this documentation in the client file. However, you do not need to 
include it with the written recommendations to the client. 

 
Create written financial planning recommendations for every engagement of the relationship. 
Provide a written review of the fundamental areas of the client's financial situation during the initial 
year of engagement. 

 
Deliver and maintain documentation 
To fulfill the terms of the Agreement, you must provide written financial planning 
recommendations to the client. 

 
For client file requirements, you must maintain: 
• Written notes of telephone consultations (unless captured in the notes section of your CRM) 

or other interaction with clients when financial planning advice is provided during the call or 
other interaction. 

• Supporting documentation and calculator output used to develop the written planning 
recommendations. 



10.1.2. Financial Planning for clients with Investment Advisory 
Accounts 

 
Policy 
When the client has both financial planning and investment advisory account(s), additional 
policies in this section govern those services. 

 
Financial planning is appropriate for the client who owns an investment advisory account only if the 
client has one or more financial goals, needs, and assets separate from those of their investment 
advisory account. 

 
Financial planning is not appropriate for a client who is interested only in investment advice 
specific to assets held in an investment advisory account. If investment planning is the only 
advice you are providing within the financial plan: 
• The client must hold assets outside of any Harbour investment advisory account(s) included in 

their portfolio; 
• An Investment Professional must have sufficient knowledge of those assets to include them in 

your financial planning advice; and 
• The outside assets must be sufficient to warrant the financial planning fee. 

 
If all the client's investment assets are held within a Harbour investment advisory account, you 
may provide financial planning, but only for topics other than investment planning. 

 
An Investment Professional must determine that the fees charged for financial planning and the 
Harbour investment advisory account(s) are appropriate. If the financial planning client opens a 
Harbour investment advisory account, one should consider whether the financial planning fee 
needs to change for the following year. 

 
An Investment Professional may not collect a fee twice for the same investment advice on the 
same assets. Written recommendations for clients must be clear and distinguishable. One may 
combine recommendations for investment advisory and financial planning, but the investment 
advisory recommendations must be clearly identifiable as such. 

 
Rationale 
Investment advisory services are primarily regulated by the Investment Advisers Act of 1940. Both 
financial planning and investment advisory accounts involve a payment of fees for advice and this 
policy is designed to ensure that the client fees pay for separate and distinct services and are not 
duplicated. 



10.1.3. Specialized Financial Planning Topics 
 

Policy 
This policy applies to certain specialized or situational areas of financial planning services. 

 
• Financial planning for tax-qualified retirement plans or arrangements. For recommendations 

regarding qualified plans and IRAs, refer to Compliance Manual Policy: Best interest for 
securities and investment strategies involving securities. For recommendations regarding 
rollovers and IRA transfers, refer to Compliance Manual Policy: Rollovers and IRA transfers. 

 
• Financial planning for trusts. The following special rules apply to irrevocable trusts only. 

 
An Investment Professional can provide information regarding potential investment options 
for the trust. However, the responsibility for managing the trust assets for the beneficiaries 
rests entirely with the trustee. You may not accept the delegation of investment management 
(e.g., Prudent Investor Statute Delegation) or other trustee duties from the trustee. 

 
The governing trust document and state laws may restrict the trust's investment options. It is 
the trustee's responsibility and obligation to be knowledgeable about these restrictions and to 
inform the Investment Professional as necessary. An Investment Professional may not 
provide legal advice about these issues. If the trustee has specific questions about the trust, 
recommend that the trustee consult an attorney. 

 
An Investment Professional may provide only investment planning to the trust. Investment 
planning consists of investment education and guidance to help the trustee make decisions 
regarding desirable asset classes and the allocation of trust funds among such asset classes. One 
may recommend specific investment alternatives from among the alternatives available in a 
given asset class only if: 1) you emphasize that the trustee retains sole discretion to select the 
specific investment(s) from all available options; and 2) you provide rationale, criteria and/or 
methodology used to construct the list of alternatives. 

 
Certain types of financial products, such as life insurance and annuities, may present unique 
tax, income, or other issues when owned by a trust. Recommend that the trustee consult with 
an attorney regarding the best types of assets for the trust to own. 

 
• Financial planning for clients going through a divorce. Investment Professionals may offer 

divorce planning as part of financial planning. This service is intended to help clients 
understand the financial implications of a divorce. It includes preparation of a divorce 
financial analysis, which is a written illustration of the potential financial outcomes of 
proposed divorce settlement options. It also may include the expert witness service, if the 
advisor is called upon to testify during a deposition or in court regarding preparation and 



contents of the divorce financial analysis. 

 
• Exceptions for estate settlement and divorce financial planning. Financial planning 

fundamentals do not apply to estate settlements and divorce financial planning. 

 
There may be uncertain timing when providing financial planning to estates and couples going 
through divorce proceedings. If you cannot provide the agreed-upon services within the first 
180 days of the Agreement: 
o Document the facts and circumstances in writing. Include the following information, at a 

minimum: 
■ Type of service you will provide (estate settlement or divorce planning) 

■ Date an Investment Professional reasonably believes they will provide services 

■ Statement that the Investment Professional will complete delivery of services as 
soon as the client's situation allows 

o Prepare and deliver the agreed-upon services as soon as the data becomes available. If 
delivery is delayed into the subsequent year, you may not charge additional fees. File this 
written documentation to the client file or CRM. 

 
• Advice on assets held away from Harbour. Clients often identify one or more priority goals 

(such as funding retirement, college education, or a second home) that require development 
of a long-term investment strategy. Clients may maintain investment accounts elsewhere, 
such as employer retirement accounts. With respect to these assets: 

 
o An Investment Professional may: 

■ Identify the client's investment planning goal(s). 

■ Document the client's investment experience, risk tolerance and time frame. 

■ Create an accurate reflection of client's current holdings, composition of assets, and 
the current, historical and projected returns for such a portfolio. 

■ Create a projection of the pool of assets the client must accumulate to reach a 

desired probability of success in achieving the client's goal(s) based upon approved 
deterministic and probability modeling. 

■ Suggest specific actionable steps to achieve the client's goals such as increasing the 
monthly savings rate, dollar-cost averaging, reinvestment of dividends or interest 
payments and appropriate asset allocation. 

■ Formulate specific investment recommendations. 

■ Request duplicate statements and confirmations for client investment accounts held 
elsewhere. 

■ Give advice, through an active documented financial planning relationship, on 

securities (mutual funds) to a participant in a qualified plan where Harbour is not the 
broker-dealer of record by following guidelines set forth in Compliance Manual Policy: 
Participant advice on outside workplace retirement plans and Compliance Manual 
Policy: Best interest for securities and investment strategies involving securities. 



 
 

o You may not: 
■ Provide specific buy, sell or hold recommendations concerning securities in client 

investment accounts held elsewhere. For these accounts you may only give advice 
that is general/educational in nature and at the asset class level. Two exceptions 
may apply: 

0 Harbour is the broker-dealer of record (example, direct-at-fund asset 
management holdings); or 

° For a qualified plan with an active documented Financial Planning 
relationship (see the last bullet in the You may section above). 

■ Accept or exercise authority from clients to act with discretion concerning held­ 
away assets. 

■ Provide instructions, on behalf of the client, to Representatives at other broker­ 
dealers assigned to service the client's accounts at those firms. 

■ Initiate the transfer of held-away assets to Harbour without proper client 

authorization and required signatures. 
■ Exercise authority granted by the client to move money held at another financial 

institution to another destination on behalf of the client. 

 
Rationale 
Investment advisory services are primarily regulated by the Investment Advisers Act of 1940. 
Special rules apply to certain specialized areas of financial planning services. This policy is in 
place to provide guidance so that financial planning services related to these specialized areas do 
not create other issues for clients, Harbour, or the Investment Professional. 



10.2. Investment Advisory 

 
Procedures 
• Satisfy the general suitability requirements. Refer to Compliance Manual Policy: 

Recommendations to clients. 
• For accounts with no solicited trades, refer to the Accounts with no solicited trades page for 

information about the action you should take, and action Harbour will take on accounts with 
no solicited trades for specific durations. 

• Contact the client as necessary throughout the year to review the appropriateness of the 
account and the client's holdings. 

• If a client's information changes, you must update the client information on file. 

 
Definitions 
Investment Advisory Services: A service that provides investment advice to clients in exchange for 
an asset- based fee. 

 
Investment Advisory Account: A non-discretionary, investment advisory program that combines a 
client's investments within a flexible portfolio that provides the combination of investment advice 
tailored to help meet a client's changing financial needs and access to a wide spectrum of 
investment choices designed to help achieve portfolio diversification. Through this program, 
clients can authorize buys and sells of publicly traded stocks, bonds, options and mutual funds, 
including load-waived and no-load mutual funds, within a single account. 



10.3. Discretionary Investment Advisory 

Procedures 

 
If an Investment Professional offers Discretionary Investment Advisory accounts, they are 
required to: 
• Act in the client's best interest by making investment decisions and providing account 

management that is tailored to the client's individual needs. 
• Fulfill all contractual obligations outlined in the agreement and the appropriate ADV 

disclosure brochure. 
• Generally, only discretionary trades are allowed in Discretionary Investment Advisory 

accounts and the activity must be in accordance with the terms of the applicable 
agreement. 

• Have a method to track the order in which the models trade to ensure fair and equitable 
trading. 

 
Rationale 
Investment advisory services are primarily regulated by the Investment Advisers Act of 1940 (the 
Act). Discretion gives the authority, under a written agreement between the Investment 
Professional and the client, to make investment decisions on the client's behalf. When offering 
Discretionary Investment Advisory accounts, you accept the fiduciary responsibility to act in the 
best interest of the client and to make full and fair disclosure to the client. Requirements related 
to activities such as annual reviews, fee setting, and disclosures exist to keep clients informed. 

 
Discretionary trading holds higher risk because; 1) the Investment Professional accepts 
responsibility for the account which could mean clients have higher expectations around trading 
activity, performance, and service; and 2) the Investment Professional is in a position to make 
investment decisions that could put personal, business or other interest before the client's 
interest. Discretionary trading receives more stringent regulatory, compliance, and supervisory 
scrutiny than other managed account products. 



10.4. Reverse Churning 

Procedures 

Harbour requires all advisor managed advisory accounts to either be traded at least once in a 12-
month period or have a documented review specific to each account not traded on file. 

 
Harbour supports the theory of Householding advisory accounts and as such recognizes that not 
all accounts will be traded every 12 months, nor is it in the client's best interest to trade an 
account simply to appease a policy or regulatory demand. When an Investment Professional 
deems it to be in the client's best interest to not trade an account, the Investment Professional is 
responsible for documenting a review of the account within the client file. This review must cover 
each non-traded account individually, it must explain the reasons for not trading the account, 
and it must provide sufficient rational to support the advisory account remaining in the client's 
best interest when compared to the cost of a commission-based account. 

 
Investment Professionals are encouraged to consider the purpose of each account within the 
greater context of the client's investment objectives and ensure that fees are set in a manner that 
reflect the work being performed for the household as well as the individual account reviewed. 

 
While Harbour does encourage you to complete any annual reviews with your client, we 
recognize that client availability can be a prohibiting factor in completing a timely review. 
Therefore, Harbour does not currently require annual reviews to be held with the client but does 
require the review to be documented in the client file. 

 
Harbour will review this documentation as part of its audit process, using a risk-based approach to 
sampling. 

 
 

Definitions 

Householding Advisory Accounts. A household includes spouses and any current dependents (ie 
children or relatives who live with you, and you care for), as well as any trusts where the household 
member is either the granter or a trustee. Householding Advisory accounts is the practice of 
making holistic recommendations based on the totality of the accounts owned by all members of 
the same household. 

 
Traded. is a solicited and intentional buy or sell of any investment within the account. Common 
activity which is not considered as a trade for purposes of this policy are: Dividend Reinvestments, 
DCA's of fixed amounts and frequencies (other than the first trade of the DCA), money market 
purchases, forced fee sell outs, any other trade placed by the clearing firm without the Investment 
Professionals express direction. 



11. Prohibited/Restricted Activities 
11.1. Prohibited/Restricted Activities - Table 

Procedures 
The policies covered in this section are broken out into 4 areas as follows: 

 
Trading 

 
 
 
 

 
 

 
Churning 

 
You may not facilitate 
transactions that would 
be considered churning 
or give the appearance of 
churning. 

 
 
 
 

l\Jo exceptions .. 

This policy is in place to 
prevent the willlfull 
switching, over-tr·ading or 
reloading of .securities in 
a client's account for the 
purpose of accumulating 
or compounding 
commissions. 

 
 
 
 

 
Artificial sales 

activity and 
excessive 

com pensation 

You are prohibited from 
generating ar·tifo:ial 
sales activity. Artificial 
sales activity could 
include se Iling 
fabricated plans, selling 
non-llegiti mate 
insu ranee policies for 
the 1:nir·pose of 
generating increased 
insurnnce sales, or 
attempting to misuse, 
markup, or markdown 
commission schedules. 

 
 
 
 
 
 

 
l\Jo exceptions. 

The compensation system 
is intended to fair·ly 
reward you for your efforts 
in marketing products and 
services. 

 
Manipulating this system 
or placing your 
compensation interests 
before the best interests 
of yout' die nts, or at the 
expense of the company, 
is a violation of F 11\J RA 
miles and company policy. 

 
 

Initial and 
secondary 

public 
offerings 

You, your staff, 

members of your 
household or othet" 
persons with whom you 
have joint finances may 
not purchase initial or 
secondary publlic 
offerings. 

 
 
 
 

l\Jo exceptions. 

This policy is in place to 
ensure new issues are fairlly 
pllaced in the hands of the 
investing public. 

 
This pollicy is based on 
FINRA Huie 2790. 

  l\Jo exceptions .. 
lit is illllegall to buy or sellll 
securities of any company 
by taking advantage of 
material  information 
about the company's 
business affairs that is not 

 You may not: I nfot'mation is 
Insider Trade or recommend not considered 

trading and transactions based on public unless it 
tipping material, non publlic is availlable in 

 information, either public 
  filings with the 



 Tip a clie 11t or prospect by 
shar,i11g i11side 
i11formatio11 
Tip a c:lie 11t or prospect 
by implyi11g you possess 
i11side i11formatio11 
about a company's 
activities 

 
Tippi11g is prohibited 
regardless of whether 
you stand to benefit 
financially by providing 
the tip. 

Sl:C or the 
media. 
Material non­ 
publlic 
i11formation can 
be any ki11d of 
i11fonmation 
regarding a11 
issuer, of 
securities that 
could affect the 
market price of 
the issuer's 
securities, such 
as information 
about:  
Research 
He po1·ts 
l:arnings 
Dividends 
Mergers 
Acquisitions 
Takeovers 

known to the general 
public. 

 
This pollicy is in pllace to 
protect you from being 
subject to disciplinary 
action. 

 
This policy is based 011 

FINRA Rule 2060, SEC Rule 
14e-3 a11d Sl:C Rule lOb,·.5. 

 
 
 

 
Selling away 

 

 
You may not sell any insu 
ranee or investment 
product or service other 
than those Har,bo1,u 
authorizes you to offer. 

 

 
In certain 
situations, you 
rnay request an 
exception from 
Harbour. 

This pollicy is in pllace so 
the firm can supervise the 
products and services you 
offer and to help the firm 
to mai11tain accurate 
books and records. 
This policy is based on 
1:::11NRA Rules 3280 and 
3270. 

 
 
 
 
 
 

 
Selling 

dividends 

You may not use a 
dividend or distribution 
as an inducement for an 
i11dividual to buy a 
security. 
You must inform the 
client or pn.>spect there 
is no special advantage 
to be gained by 
purchasing shares 
shortly before a 
distribution because the 
amount of the 
distribution is reflected 
i11 the price of the 
security. 

 
 
 
 
 
 
 

 
l\Jo exceptions,, 

Since the divide11d is part 
of the net asset value of 
the fund, the client 
derives no real benefit from 
the dividend distribution. 
111 fact, there is a negative 
impact because the client 
would be subject to pay 
sho1·t term gai11s tax on the 
dividend received,, 

 
rhis policy is based on 
rlNRA Rules 2111 and 
2341. 



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Trading 

ahead 

 
 
 
 
You or your staff may not 
trade in the same 
security, nor derivatives 
of the same secut'ity, on 
the same side of the 
market ahead of a client 
assigned to you. 
Client orders must be 
give 11 pri<H'ity before 
orders in your own 
accounts or accounts in 
which you or yo1u staff 
have beneficial interest .. 
Harbour reserves the right 
to conduct price swap 
adjustments, when 
appropriate and at the 
discretion of supervisory 
or compliance staff 
pursuant to trade activity 
review, to ensure the 
client receives the more 
favorable execution 
price. 

Generally, 
unsolicited  
client 
transactions as 
well as orders 
executed on 
the same day 
but placed after 
client orders 
are not subject 
to lrHice swaps. 
Generally, Good 
until Cancelled 
orders pllaced 
prior to the 
date of 
execution that 
execute 011 the 
same day as the 
customer order 
are not subject 
to price swaps. 
Transactions in 
mutual funds, 
both open- and 
closed-ended} 
and exchange 
traded funds 
are exempt 
from this 
pollicy. 

 
 
 
 
 
 
 
 
 
 
 
 

 
This policy is in place to 
ensure the client's 
interests are placed ahead 
of your own.. 

 
This policy is based on 
rlNRA Rule .5270. 

 
 
 
 
 
 
 
 
 

 
This policy is in place 

 
 

Beneficiary 

relationships 

with clients 

-Be named as a 
beneficiary of any Harbour 
client in any manner. This 
includes, but is not 
limited to, a 
client's estate, any 

The prohibition 
does not apply if 
the llarbour client 
qualifies as 
immediate family. 

to comply with IINRA 
rule .32.41 and to avoid 
a situation in which you 
would have a conflict 
of interest with a client 
or the appearance of a 

   conflict by having a 



 investment accounts or 
personal property. 
-Receive proceeds as a 
beneficiary, joint tenant 
or annuitant of any 
account,  will, 
investment or otlhe1' 
financial instrument 
belonging to any 
Harbour client. 
-Receive or inherit 
property or money from 
any llarbour client .. 

 beneficial interest in 
the value of any 
Harbour client's 
account. 

If you become aware 
that you have been 
named or is expected to 
receive proceeds from 
any llarbour client who 
is not an immediate 
family member: 
-Request that the client 
removes you as a 
be n ef ic:ia ry. 
-Provide Ha1·bou1" with 
wr·itten notification of 
the situation and your 
request that the cllient 
ch a nge the be n ef icia ry 
designation. 

 

Upon joining the firm, 
you have 30 days to 
disclose if you a re 
na1rned as a beneficia1·y 
of any client. 

 

   
 

 
-You or· your staff 
may borrow from 01' 
lend to anyone who 
qualifies as 
immediate family .. 

This policy is in place 
  to avoid any conflict of 

 
Borrowing 

from clients 

or lending to 

clients 

You or your staff may 
not borrow from or lend to 
any Ha1°bou1' client, or 
prospect, any money, 
securities or items of 
monetary vallue. 

inten�st with the client 
or the appearance of a 
confllict (e.g., if a client 
would become unable 
to pay the debt, it 
wouId be inappropriate 
to satisfy the debt by 

  purchasing a product or 



  placing a transaction to 

   generate commissions 
for the advisor). 

 
 
 
 
 

 
Commingling 

funds 

You may not: 
-Mingle client money 
with your own. 
-Deposit client funds in 
any bank or other 
financial institution's 
account over which you 
have control. 
-Participate in an 
investment club with a 
Harbour client. 

 
 
 
 
 

 
l\Jo Exceptions 

 

 
This policy is in place 
to prevent you from 
committing fraud by 
depositing client 
money into your own 
account. 
This policy is based on 
rll\lRA Rule 21.50. 

 
 
 
 
 
 

Controlling a 

client's 

address 

(street or 

email) or 

phone 

number 

 
 

 
You may not control the 
address of mail, email or 
phone number intended 
for any cllient of 
Harbour: 
-Regardless of if the 
client is assigned to you 
-Regardless of client 
request 
-Even in temporary 
situations 

You may receive 
client mail if the 
client is a member 
of your immediate 
family and: 
-Shares a residence 
with you; 01' 

-You are acting as 
attorney-in fact for 
the farnilly rnember 
under a valid power 
of attorney; or 
-You are a court 
appointed 
conservator or 
guardian for the 
family member. 

 
 

 
Because many clients 
use email and phone 
(text) to receive 
validation of 
transactions, receiving 
or controlling die nt 
rnaill, email or phone 
numbers could allow 
you to inappnJfH'iately 
hide account activity 
from a client. 



 
 
 
 
 
 
 

 
Fiduciary 

relationships 

with clients 

You may not act, or be 
named, as a fiduciary for 
any Harbour client. You 
may be named, or act, as a 
fiduciary for a non-
lHarbour client and must 
receive approval prior· to 
serving as a fiduciary in 
this manner. Examples of 
fiduciary roles include: 
Administrator 
Agent named in a health 
care directive or living 
will 
A tto m ey-in-fact 
Executor 

 
 
 
 

 
You may be named, or 
act, in a fiduciary 
capacity for an 
immediate family 
rnember and 
disclosure is not 
required. 

 
 
 
 

 
This policy is based on 
1:::11NRA Rule 3241. 

 
Acting as a fiduciary 
gives the appearance of 
a conflict of interest 
between you and your 
client. 

 Guardian 
Personal Hei:Hesentative 
Trustee 
Custodian 

  

 
 
 

Rebating­ 
commissions 
or transaction 
fees 

 
 
 

You may not personally 
rebate or waive any 
client's: 
Commissions 
Transaction fees 

Contact llarbour for 
fee reimbursement 
due to a salles­ 
related issue. 

 
Note: 
Heimbu1-sing a cllient 
for a service fee is 
not considered a 
gift to the client. 

 

 
This activity could be 
interpreted as sharing 
profit or losses with a 
client, which is 
prohibited lby 1:::1NRA. 
Huie 21.50. 

   This policy is in place 
   to avoid the improper 
   use of client securities 
   or funds and to avoiid 

Sharing 
profits or 
losses 

You may not share 
profits or losses of a 
client's account, eithet" 
directly or, indirectly. 

 
l\Jo exceptions. 

the appear,ance of 
guaranteeing a 
custome t" against loss 
in connection with a 

   securities transaction 
   or account. 
   This policy is based on 
   rlNHA Huie 21.50. 

 
 

 
Signatures/forms 



 

 
 
 
 
 
 

Notarizing 
documents 

In all cases, you should 
try and obtain an 
independent third-party 
notary who does not have 
a beneficial inter,est in 
your client,, 

!However, if necessary, 
you may notarize 
business related 
documents for clients. 

!\Jon-employee 
notaries wishing to 
perfarm 
notarizations for 
Harbour business 
are highly 
encouraged to 
record these 
notarizations in a 
Notary Journal. 

A notary must comply 
with high standards of 
conduct, including 
avoiding c:onfllicts of 
interest. You could be 
perceived as having a 
conflict of interest if 
acting as a notary for 
your client since you 
also have a beneficial 
inte1-est in your cllient. 

 
Pre-signed 
forms 

You may not accept or 
obtain signed, but 
otherwise blank forms 

i:::or a for,m that has 
been notarized but 
does not incllude 
the signature date, 

This policy is based on 
IINRA Rule 3012. 

 or applications from any 
client or pn.>spect. 

 
If an individual signs and 
sends a document to 
you without fully 
complleting it: 
L lmmediatelly return 
the document to the 
individual with 
instructions to complete 
the document; or 
2.. Destroy the 
document. 
If an individual 
completes a document, 
then signs and sends it 
to you, but fo1-gets to 
date it, you may add 
"date received in office" 
folllowed lby the date 
and your initials. 
Adding the account 
number to a fully 
cornplete application is 
not a change that a 
client would need to 
initial! or sign. 

use the date the 
notary witnessed 
the signature .. 

Holding pre-signed 
fonns may be viewed as 
evidence of intent to 
exercise discretion over 
client accounts or to 
commit forgery or 
both. 
This policy is in place 
to protect you from 
being subject to severe 
disciplinary action by 
Harbour, its regulators, 
state and federal 
agencies and alll other 
presiding authorities. 



 
 
 
 
 
 
 
 

Signature 
recycling, 
affixation, 
and forgery 

You must never knowingly 
permit a person, 
inclluding a spouse, to 
sign or affix another 
person's 
signature to any 
document. 

 
All signatures required 
to facillitate business 
through llarlbour must 
be authentic, meaning 
the signature must be 
one of the following: 
- An original, 
handwritten depiction 
of the name belonging 
to the person writing 
the signature 

 
 
 
 
 
 
 
 
 
 
 

l\Jo exceptions. 

A signature holds the 
signer accountable for 
the information 
provided on the 
document being signed 
and is considered to be 
forged if it is signed by 
someone other· than 
the person named, or 
that person's legallly 
authorized 
Representative. 
An affixed or forged 
document is not legally 
binding and may be 
voided or reversed lby 
the pe t'son fot' whom 
the document was 
signed. 

 - An appropriately 
completed DocuSign 
signature .. 

 
You or your staff may 
never recycle, copy, 
affix 01' trace another 
person's signature or 
sign on behalf of 
another person. 

 This policy is in place 
to protect you from 
being subject to severe 
disciplinary action by 
Harbour, its regulators, 
state and federal 
agencies and allll other 
presiding authorities. 

 
 

 
Signing on 
behalf of 
Harbour 
Investments 

 
 

 
You may not enter into 
any agreement or 
contractual relationship 
on behalf of ll ···· llarbour 
Investments, Inc or its 
affiliated companies .. 

 
Only pr·e­ 
determined, 
authorized office 1·s 
of the firm may 
enjoin Harbour 
llnvestnnents, line. or 
its affiliated 
companies into 
contractual 
relationships. 

 

 
This policy is in place to 
ensu1·e you do not 
intentionally or 
unknowingly enjoin the 
firm into a contractual! 
relationship with 
another party. 

 
 
 
 
 
 
 
 
 
 



 
 
 

Advisor/business activities 
 

 

Registration 
 

You may not include 
 This pollicy is in pllace 

to avoid the risk of 
of your "llarlbour Investments"  combining client funds 
business and 
personal 

or any de1"ivation 
thereof on any of your 

l\Jo exceptions. 
with your funds and to 
guard again.st the risk 

banking business or personal  of the misidentification 

accounts banking accounts.  of de posits or 
disbursements. 

 
Compliance Manual policies related to additional restricted and prohibited activities are located in 
the following sections: 
• Field sponsored sales incentives and contests 



• Disclosure requirements 
• Credit for clients, recommending or arranging 
• Legal entities 
• Political contributions and political volunteer activity 
• Private securities transactions 
• Real estate activities 
• Referrals, including alliance programs 
• Professional alliance program 
• Serving as a witness 
• Sharing compensation with registered principals and certain field leaders 
• Signature guarantees (Medallion Stamp Program) 
• Tax advice 
• Legal processes 
• Lawsuits and arbitration claims 

 
Definitions 
Account monitoring in brokerage: An obligation to review and make recommendations with 
respect to that account (e.g. to buy, sell or hold) on an ongoing or periodic basis. 

 
Beneficial interest, for the purpose of this section, (applies to both advisor and all staff members) 
includes accounts held in your name, your spouse/partner, financially dependent members of your 
household, other members of your household, and certain entities over which you exercise 
investment discretion or control (i.e., Trusts, Power of Attorney, LLC's, Investment Clubs). 

 
Immediate family, for the purpose of this section, means spouse or domestic partner, adult 
child, minor child, child-in-law, parent, parent-in-law, step-parent, grandparent, grandparent­ in-
law, sibling, sibling-in-law, niece, nephew, aunt, uncle, first cousin, or any other person you 
support, directly or indirectly, to a material extent. 

 
Member of your household, for the purpose of this section, refers to your spouse or domestic 
partner, adult child, minor child and any person who you support, directly or indirectly, to a 
material extent. 

 
Redistribution means paying individuals for performing activities that result in commissions or 
fees. 



11.2. Credit for Clients 

Procedures 
When providing general advice regarding the appropriateness of non-margin loans keep in mind the 

following considerations by loan type: 

 
Type of loan Description Considerations 
  When discussing this type of loan 
  with a client you should strongly 
  caution the client that this type of 
  loan: 
 This type of loan:  
  May not be the most appropriate 
 
 
 
 
 
Reverse mortgage 

Allows homeowners over the age of way to obtain !liquidity due to the 62 

to access the equity in their high cost associated with 
home without having to make obtaining and 1maintaining this 
l:,ayments for as long· as they live in  type of loan (e.g.., underwr·iting 
the home costs, interest, annuall fees), 

Comes due when the homeowner  which can dilute the client's 

permanently moves for any reason, assets 

including admission into a long···term May cause the client to become care 
facility •in•e 1·I·g·I1JIe f or M e.d.I.caI••cI assI•.•s t.ance 

May prevent the client from 
having assets available to meet 
basic !liquidity needs 

 
 
 
 
 
 
 
 
 
Cash back 

.. . When discussing this type of loan 
This type of loan allows the client to wI. ·th a c 1I .e.  nt yous11ou1o. 1 s·t,IongI y 
receive cash as part of a mortgage 

encourage the client to consider: 
n::finance. In this case the client is 

liquidating equity in their home .. Their ability to repay the loan, 
cash back refinances may inuease 

Similar· to a HFII...OC, the funds may their loan payments and/or 
be used to finance home interest rate 
improvement, consolidate debt, 
fund cash reserves, etc. Unlike a Closing costs are typicallly higher 
HFII...OC, which may serve as a line of than a traditional refinance 
credit, cash back financing generally .. . .. 

. f . The factors that may aHect the Ir 
consists o  a one-time cas11 payout .. .. . 
to t I·1e cI.. f 

1e mo rt gage ability to repay the loan or stay 111 
I e nt as p a rt o  t I .. 

.. the horne tor the planned length 
CIIO.Slng. 

of time 

refinance 



 
 
 
 
 

 
Home equity loan 

 
 

 
This type of loan uses the client's 
I·10me equ·ity as coIIateraI and may 

be a viablle means for consollidating 
debt, lower'ing associated lending 

costs, funding cash resernes, making 
enhancements to a client's home. 

When discussing this type of loan 
with a client you should strongly 
encourage the client to consider: 

lheir abillity to repay the [loan 

How long they intend to stay in 

the home 

The factors that may affect their 
ability to repay the loan or stay in 
the home for the planned length of 
time 

 
 

 
Revolving Joan 

This type of loan is typically  

obtained through a bank, credit card When discussing this type of !loan 
company or· other non-broker/dealerwith a client you should strongly 
entity to obtain a [lower interest  encourage the cllient to consider 
rate, reduce monthly payments or theiir ability to repay the loan. 
supplement cash reserves. 

 
Prior to helping a client invest the proceeds of a non-margin loan: 

• Discuss the client's needs and rationale for the request and, if appropriate, advise the client to 

consider paying down the loan as the first and best option. 

• Document the recommendation and the client's subsequent decision including discussions with 

the client. 

• Advise the client that proceeds should not be placed into products with limited liquidity or high 

volatility. 



11.3. Legal Entities 

Procedures 
An Investment Professional must disclose involvement with all legal entities on an Outside 
Business Activity Disclosure form in Quest. 
• Prior to establishing a legal entity, the legal entity must be disclosed as a Business 

Ownership. 
• If an Investment Professional receives payments from a legal entity, regardless of whether 

they own the entity or not, it must be disclosed as an outside business activity. 



11.4. Political 
Contribution/Volunteer Activity 

Procedures 
After a contribution is made and/or the volunteer activity is performed, update the Political 
Contributions section of the Disclosures tab via Quest CE to indicate in fact the monetary 
contribution was made, or the volunteer activity was performed. 

 
Definitions 
Contribution: For the purposes of this policy, means any gift, subscription, loan, advance, deposit 
of money, or anything of value given for a campaign or for transition or inaugural expenses. In 
some states, certain political volunteer activity is considered a contribution. 

 
Government entity: Any state or political subdivision of a state (e.g., county, city, town) including: 
• Any agency authority or instrumentality of the state or local subdivision 
• Pooled investment vehicle sponsored or established by the state or local entity including 

defined benefit plans (e.g., 403{b) retirement plans) 
• Any plan or program of a government entity 
• Officers, agents or employees of a government entity acting in their official capacity as a 

Representative of the government entity 

 
Public official: For the purposes of this policy, means any person (including any election 
committee for the person) who was, at the time of the contribution, an incumbent, candidate, or 
successful candidate for elective office of a state or local government entity. This rule does not 
generally apply at the federal level unless a current state or local official is a candidate for a federal 
office. 



11.5. Private Securities Transactions & 
Outside RIA 

Private Securities Transactions 
Procedures 
If an Investment Professional wishes to participate in a "private securities transaction", as defined in 
FINRA Rule 3280, the representative must request permission in writing and the representative 
must receive written approval from Harbour Investments prior to participation in the offering. 
The requirements of the procedures also apply to securities issued by a family business that may 
be offered to the public, and it is immaterial whether or not the Investment Professional is 
compensated for the sale, the purchase, or the exchange of such securities. 
The Chief Compliance Officer or principal designee may, at his or her discretion, waive these 
requirements, in whole or in part, and such waiver must be in writing. 

 
 

 
Definitions 
Bank offerings: Are made available when a bank decides to be investor owned rather than 
depositor owned, clients of the bank may be allowed to purchase equity shares in the offering by 
invitation as a private securities transaction. Bank offerings are governed under state law. 

 
Private securities transaction: Involves the sale of securities that are outside the regular course or 
scope of your association with Harbour. Generally, private securities are not registered and are 
typically illiquid, meaning they cannot be resold in the secondary market and they lack reliable 
valuation in capital markets. Private securities can include: 
• Bank offerings 
• Private placements 
• Shares in residential developments 
• Fa rm or food cooperatives 
• Homestead associations 
• Promissory notes 
• Privately held companies 

 
Private placements: Private securities offerings of equity or debt securities that are exempt from 
SEC registration as long as certain conditions are met by the issuer, which includes ensuring its 
investors are accredited according to the standards established in Rule 501 of Regulation D of 
the Securities Act of 1933 and Dodd-Frank legislation 



Outside RIA 
An Investment Professional interested in setting up an Outside RIA must contact Harbour in 
writing and receive written approval from Harbour before organizing or operating an outside RIA. If 
approved by Harbour, Harbour will amend the independent correspondent agreement with the 
Investment Professional to reflect all regulatory obligations regarding the Outside RIA, specifically 
all compliance concerns. Written approval for the RIA is conditioned on several required factors, 
including, but not limited to: 
• submitting current ADV and any material changes 
• maintaining standardized forms, 
• obtain Errors and Omissions insurance for the RIA 
• submitting all advertisements for approval to Harbour 
• and any additional documentation deemed necessary by Harbour. (see Harbour's Outside RIA 

procedures for full comprehensive list) 

 
While the outside RIA is free to use the platform of their choice, it must provide Harbour access or 
electronic copies to: 
• Customer account opening documents at custodians. 
• Discretionary account agreements 
• Quarterly Statements 
• Customer Advisory Agreements 
• List of accounts 
• Account Forms 
• Advisory Platform access 
• List of dual customers- those with both a Harbour and outside RIA account. 

 
Outside RIA will be charged a compliance fee. The fee will and can be up to 10% depending on factors 
that include: Platform, type of business, etc.... 
• Harbour will conduct periodic reviews comparing customer-specific information like net 

worth and income to assess the suitability of the trading by the RIA and any subdivisions. 
• Harbour will conduct periodic reviews sampling whether the customer account objectives 

or RIA policy statement for the customers conform in general with the trading occurring 
within the account at the unrelated third-party custodians. 

• Reviews are maintained for a minimum of six years and approved by a registered principal. 

 
Office inspections of Outside RIA's generally will occur in conjunction with the audit cycle of the 
corresponding Investment Professional. 



 

 
11.6. Referrals 

Procedures 
Prior to participating in any promoter program, you must become familiar with the program's 
terms, conditions, policies and procedures. 



11.7. Serving as a Witness 

Procedures 
Procedures for Fact Witnesses 
• Notify Harbour's CCO of a request to testify by: 

o Sending an email. 
o Include a copy of the subpoena (if received) 

• Access the Quest CE to Report the activity 

 
Procedures for Divorce Financial Analysis Expert Witness Service 
• Disclose the activity on Quest CE as an OBA. 

 
Definitions 
Expert Witness: A witness called to render an opinion based on their professional knowledge and 
experience with regard to facts established in a case. 

 
Fact Witness: A witness who is called to testify to factual matters within their own personal knowledge. 



11.8. Signature Guarantees 
(Medallion Stamp) 

Procedures 
Signature guarantees can also be acquired from Harbour by following the standard document 
submission process. 

 
For information about obtaining a Medallion Stamp, and your responsibilities as a Signature Guarantor, 
contact Compliance. You will be provided information about required training, the monthly audit, and 
other details. 

 
Definitions 
Securities Transfer Agents Medallion Program (STAMP): A signature guarantee program endorsed 
by the Securities Transfer Association (STA). It is recognized by securities industry participants in the 
United States and Canada. A Medallion Signature Guarantee indicates the financial institution is 
registered as a member of the Securities Transfer Agents Medallion Program. Participation in the 
program can ensure customers' signature guarantee endorsements will be immediately accepted 
for processing by Transfer Agents. 



11.9. Legal Processes 

Procedures 
Legal process involving clients (including subpoenas requesting production of documents): 
If an Investment Professional receives notice of a legal process involving a client, immediately 
notify Harbour and maintain a copy of the notification in the client's file. Do not respond to legal 
documents or requests to produce documents without first obtaining assistance from Harbour. 

 
Subpoenas involving clients and directing you to appear in court: 
• See rules above regarding serving as a witness 
• Contact compliance 

 
Legal process involving an Investment Professional or their staff (not client-related): 
If an Investment Professional receives notification of legal process involving themself or a 
member of their staff, contact compliance and refer to Compliance Manual Policy: Form U4 
updates for more details. 

 
An Investment Professional should maintain a copy of the notification and all supporting 
documentation in your personal files for: 
• Judgments 
• Liens 
• Garnishments 
• Criminal 
• Compromise (pay creditor less than what you owed) - Short Sales/Foreclosures/Etc. 
• Bankruptcies 



11.10. Lawsuit/Arbitration Claims 

Procedures 
Upon initiating or receiving notification of a current or threatened lawsuit, demand for arbitration 
or mediation, or other legal claim by a current or former client, an Investment Professional 
should: 
• Maintain a copy of the documents received for your personal files. 
• Provide written notification to Compliance 
• Follow all instructions from Harbour, including but not limited to: 

o Make any necessary updates to your Form U4. Refer to Compliance Manual Policy: 2.4 
Form U4 updates for details. 

o Submit copies of the client file to the compliance upon request, if applicable. 
• Retain copies of all documents, files, and notes regarding the client - do not destroy, revise 

or alter these documents in any manner. 
• Be cooperative and honest with compliance or outside counsel hired by Harbour when 

discussing your knowledge of the facts of the case. 
• Do not discuss the lawsuit, threatened lawsuit, or arbitration with the client or the client's 

attorney, if contacted. 
• In some circumstances you may continue to act as the servicing advisor for the client, unless 

compliance informs you otherwise. If you feel the arbitration or lawsuit prevents you from being 
the servicing advisor, you may work with Harbour to have the client reassigned. 

• Continue to process client requests in a timely and professional manner. 

 
If an Investment Professional is a Certified Financial Planner and is involved in a lawsuit or 
arbitration, they are responsible for notifying the Certified Financial Planners' Board. 



11.11. Journaling between Brokered 
and Investment Advisory Products 

 
Policy 
An Investment Professional may recommend journaling of assets between brokerage and 
managed accounts if they determine it is in the best interest of the client. See Compliance Manual 
Policy: Regulation Best Interest (REG Bl) for more information. 

 
An Investment Professional may not receive additional compensation on assets that have 
already had commissions paid when moving assets from brokerage to a managed account. 

 
Moving assets from a brokerage account, where commissions were already paid, to a managed 
account, and charging a wrap fee, may be considered inappropriate compensation (double 
dipping). 

 
Closed end funds and preferred securities purchased through a primary offering (syndicate) should 
not be journaled from a brokerage account to a managed account prior to being held in the 
account for 6 months. 

 
Securities and/or cash moved between brokerage and managed accounts will be reviewed as 
follows, and will result in a commission reversal or fee credit: 
• Front-loaded mutual funds - purchased within 24 months of journal, 
• Journals of cash generated from the liquidation of a front-loaded mutual fund if the mutual fund 

was held less than 24 months (depending on the available cash in the account prior to the 
journal), 

• Journals of cash generated from the sale of a mutual fund held less than 12 months and 
results in CDSC (depending on available cash in the account prior to the journal), 

• Equities, fixed income, ETFs, and all other exchange traded products generating a 
commission purchased within 6 months of journal, 

• Journals of cash generated from a commissionable sale within 6 months of the transaction 
date (depending on the available cash in the account prior to the journal). 

 
Positions moved from a managed account to brokerage will be reviewed as follows, and may 
result in a commission reversal: 
• Any position moved and sold, generating a commission, within 90 days of journal. 
• In the event the Investment Professional who initially received compensation and the advisor 

who recommends movement in violation of the policy above are not the same, compensation 
will be recovered from the servicing advisor at the time the positions or cash moved to the 
other account. 



12. Regulatory 
Disclosures/ Attestations/OBA's 
12.1. Regulatory Disclosures 

Procedures 
Complete the Regulatory Disclosure via Quest CE by the due date provided. If any of your 
responses change during the year, update your Regulatory Disclosure promptly. 

 
For details on Form U4 requirements, refer to Compliance Manual Policy: Form U4 updates. For 
details on the ADV Brochure Supplement requirements, refer to Compliance Manual Policy: 
Disclosure requirements. 



12.2. Annual Attestation 

Procedures 
Complete the Annual Attestation via Quest CE by the due date provided. If any of your responses 
change during the year, update your Annual Attestation promptly. 

 
Respond to requests for additional information. 

 
For details on the specific policies referenced in the forms, refer to the applicable sections of the 
Compliance Manual. 



12.3. Disclosure of OBA's 

Procedures 
Complete Outside Business Activities Disclosures in Quest CE: 
• Prior to beginning an activity or changing the scope of an activity, 
• Within five business days of discontinuing an activity. 

 
An Investment Professional may begin the OBA once the activity is approved. 

 
To Report suspicious activity related to outside business activities, call Harbour compliance (e.g., 
nondisclosures, noncompliance, actual activity inconsistent with disclosure, office space sharing 
violations, etc.). 



12.4. Board of Directors' Membership 

Procedures 
Prior to starting service, disclose the board membership on your Outside Business Activities Disclosure 
via Quest CE. Refer to Compliance Manual Policy: Disclosure OBA's. 

 
Non-Profit Boards: 
You may serve on the boards of non-profit organizations, including charitable, civic, religious, 
public, political or social organizations as long as the Investment Professional discloses the 
activity on the Outside Business Activities Disclosure via Quest CE before the anticipated start date 
and waits to start the activity until after they have confirmed that the activity has been approved. 

 
If an Investment Professional is the servicing advisor, or are part of the servicing advisor's 
practice, for accounts the organization has with Harbour: 
• An Investment Professional may provide the board with information and recommendations 

about Harbour products and services. 
•  An Investment Professional may not participate in any financial decisions or financial 

activities. 
• A board resolution must show that you do not participate in or vote on any investment 

decisions. 



13. Communications with the Public 
13.1. Definitions 

Definitions 
Advertisements: Are considered retail communications and are anything that is published or 
used in any electronic or other public media, not including institutional sales material. With 
advertisements, there is no control over who views the material. Advertisements include: 
• Printed publications including telephone directory space 
• Television commercials or other video recordings 
• Audio recordings 
• Radio advertising 
• Billboards and other signs or banners, both interior and exterior 
• Internet content 
• Telephone messages 
• Promotional items that include marketing language (e.g., t-shirts, pens, mugs, calendars) 

Banner ads: A form of online advertising that embeds an advertisement into a web page. 

Designation: A distinguishing professional certification earned by meeting the curriculum, testing 
and continuing education requirements of the sponsoring organization. 

 
Event: A group activity organized by or for an advisor with one or more of the following purposes: 
• Acquire clients 
• Deepen relationships/client appreciation 
• Promote an advisor's practice 
• Provide entertainment 
• Provide financial-information or education 

 
Generally, there are two types of events, seminars and business entertainment. 

 
Incoming Correspondence: Any written (including electronic) communication received (e.g., 
letters, notes, faxes, instructions). 

 
Nonproprietary seminar: Any seminar and related materials prepared and distributed by any 
source other than Harbour Investments or one of its affiliates. 

 
Outgoing Correspondence: Any written (including electronic) communication (e.g., letter, client 
meeting summary, market letter, facsimile or email message) distributed or made available to 
more than one client or prospect within any 30 calendar-day period. 

 
Retail communication: Any written (including electronic) communication that is distributed or 



made available to more than 1 household within any 30 calendar-day period. 

 
Sales literature: Is considered retail communication and is any written or electronic 
communication that is distributed or made available to clients or the public. With sales 
literature, there is control over who is provided with the material. Sales literature includes: 
• Letters and email 
• Postcards and mailers 
• Practice update letters 
• Handouts and flyers 
• Practice brochures 
• Seminar and event invitations 
• Seminar and webinar presentations, including slides, scripts, and handouts 
• Telephone scripts 
• Labels for CDs or DVDs 

 
Seminar: Any advisor managed presentation or speech made to an audience of more than one 
client or prospect, household group or individuals in a similar relationship (e.g., business 
partners), to provide financial-related information or education. 

 
Teleconference: A seminar delivered remotely through a phone or similar technology such as a phone. 

 
Third-party created: Material created by an individual or company that is not a wholesaler or 
product sponsor firm (e.g. Nick Murray, Horsesmouth). 

 
Web conference/webinar: A seminar where all or some participants view material remotely, 
through the internet and associated with a teleconference. A Webinar may also make use of 
teleconference capabilities. 



13.2. Advertisements 
13.2.1. Speaking with the Media and Financial Analysts 

 
Procedures 
Retail communication is a broad topic and specific procedures can be found in the subsections aligned 
with each method. There are some general procedures to follow for all advertising: 
• Always verify that any advertisement has not expired and if pre-approved it is available for use 

in the state(s) you are conducting business in. It is not enough to assume that just because an 
advertisement was published once, that the same advertisement can be used again. 

• In addition to FINRA and state regulations, also consider the impact to the Harbour brand 
with all advertising. It is inappropriate to publish an approved advertisement in a 
publication that some people will find offensive. 

 
Definitions 
Banner ads: See Compliance Manual Policy: Communications With the Public definitions 

Correspondence: See Compliance Manual Policy: Communications With the Public definitions 

Retail communication: See Compliance Manual Policy: Communications With the Public 
definitions 

 
Sales literature: See Compliance Manual Policy: Communications With the Public definitions 

Third-party created: See Compliance Manual Policy: Communications With the Public definition. 



13.2.2. Advertisements for Municipal Securities 
 

Procedures 
• No Investment Professional shall publish or cause to be published any advertisement 

concerning municipal securities that is materially false or misleading. 

• Each advertisement for municipal fund securities must include a statement that: 
o Advises an investor to consider the investment objectives, risks, and charges and 

expenses associated with municipal fund securities before investing; 

o Explains that more information about municipal fund securities is available in the 
issuer/s official statement; 

o States that the official statement should be read carefully before investing. 

• If a municipal fund security advertisement refers by name, a specific municipal fund 
security, or the issuer of municipal fund securities or state or government entity that 
sponsors the issuance of municipal fund securities, then the advertisement must 
disclose the following: 

o A source from which an investor may obtain an official statement. 
o If a 529 plan advertisement, then it is required to disclose a statement that 

advises an investor to consider, before investing, whether the investor's or 
designated beneficiary's home state offers any state tax or other benefits. 

o If an advertisement is a municipal fund security money market, then the 

advertisement must include a statement regarding the investment in the security 

is not insured or guaranteed by the Federal Deposit Insurance Corporation 

(FDIC), and it is possible to lose money by investing in the security. 

• Municipal fund securities advertisements including performance data generally are not 
suggested due to lengthy disclosures involved. Please contact the compliance 
department. 

• Each advertisement must be approved in writing by the municipal securities principal prior 
to first use, and Harbour keeps a record of all municipal securities advertisements. 



13.2.3. Advisor Websites 
 

Procedures 
Make updates promptly to the Investment Professional's website as needed, particularly to add or 
remove staff or team members or to update approved titles or designations. 

 
Definitions 
Approved nonprofit organization: An organization currently recognized by the IRS as a 501(c)(3) 
public charity organization and is not categorized as a religious or advocacy organization. In 
addition, schools (0-12, colleges/universities, public or private), athletic/booster clubs, little 
leagues, children's sporting teams, and Chambers of Commerce are considered approved 
nonprofit organizations for purposes of this policy. 



13.2.4. Internet Directory Listings 
 

Procedures 
Obtain approval for any information placed in an internet directory listing outside of the required 
and optional items listed above. Obtain approval whenever an Investment Professional 
changes any information on any internet directory listing. 

 
Check internet directory listings an Investment Professional has established or consented to 
from time-to-time to verify the information is accurate and meets the requirements above. If you 
find your listing out of compliance, promptly: 
• Contact the website in writing and request that the website bring the listing into compliance 

with this policy; or 
• Send a written request to the website asking that the listing be removed; and 
• Keep a copy of the request to demonstrate the steps taken to correct or remove the listing. 



13.2.5. Ads Placed on Third Party Webpages 
 

Procedures 
The advertisement must include Securities (and Advisory Services) offered through Harbour 
Investments Inc. 

 
Refer to Compliance Manual Policy: Internet directory listings. 

 
If the advertisement contains a hyperlink to an approved webpage where the disclaimer is already 
listed, you are not required to display the disclaimer language in the advertisement. 

 
Definitions 
Blind lead: A lead generated by a third party that is sent directly to the advisor from the third­ 
party website. 



13.2.6. Office Signs 
 

Policy 
Registered office locations must display a sign that clearly identifies Harbour Investments to the public 
when entering the space. 

 
Registered secondary offices located within a financial institution must display Harbour signage 
only when conducting business at that location. Refer to Compliance Manual Policy: Location 
requirements for more information on registered offices. 

 
Single tenant buildings (i.e., No other tenants beyond Harbour) 
At least one sign must be displayed, either interior or exterior. The sign must be noticeable and 
readily apparent to a person entering the office. Window or door vinyl would suffice. 

 
Multi-tenant buildings 
There must be at least one interior "hallway" door or window vinyl or plaque at your office/suite. 
This could be internal to the suite (if internal, it must be noticeable and readily apparent to a 
person entering the office) or directly outside the suite before the client enters the space. 

 
This could also include a landlord-controlled sign right outside of the suite. An exterior (outdoors 
or in the building common areas) Harbour sign with the suite number does meet the requirement 
(i.e., directory, building lobby, building sign). 

 
Texas Branches/Locations: 
All branches must promptly obtain the Harbour Investments, Inc. Certificate of Registration from 
the Texas Securities Board website upon establishing a branch location in the state of Texas. The 
branch registration certificate must be in a clearly visible location and may not be expired. Obtain 
a renewed certificate by mid-January of each year to replace the expired certificate by searching 
for CRD# 19258 on the Texas Securities Board website. 

 
Other sign requirements 
Other non-Harbour signs may be required. Refer to Compliance Manual Policy: Location 
requirements for SIPC sign requirements. 

 
Rationale 
Regulators expect advisors to clearly identify the broker-dealer they are associated with for members 
of the public. Investment advisor services are primarily regulated by the Investment Advisers Act of 
1940. Additionally, signage is advertising and as such, must be approved by Harbour. 

 
Registered secondary offices located within a financial institution only require traveling signage in 
order to control who is conducting business in the space. 



 



13.2.7. Speaking Engagements 
 
 

Procedures 
Contact compliance before participating in any speaking engagement. 

 
When notifying compliance about an upcoming speaking event, include: 
• The name of the third-party host; 
• Date of the speaking engagement 
• Topic you will present 

 
If the material being used has not been previously reviewed and approved, submit the material for 
approva I. 

 
Definitions 
Speaking engagement: Any presentation or speech made at an event organized and managed by an 
independent third party. 



13.2.8. Seminar Events and Related Materials 
 

Procedures 
An event that does not include a presentation is Business Entertainment and must comply with 
Compliance Manual Policy: Gifts/Non-Cash Compensation - Definitions. 



13.2.9. Investment Professional Created Presentations 
 

Policy 
Certain training and presentations, created in the field or by third parties, intended for use with a 
field audience must be approved by Harbour prior to use. Training and presentations that require 
such approval include materials that: 
• Impact the sale or solicitation of financial products either generically or specifically (sales 

techniques, best practices, marketing program support, etc.) 
• Promote the sale or purchase of financial products or services 
• Provide ways to create public interest in or induce the public to purchase, increase, modify, 

reinstate, borrow on, surrender, Investment Products or retain a financial product or service. 

 
In addition to the training and presentation, all supporting items (speaker's notes, handouts, 
materials referenced in the training/presentation) must be submitted for approval. Materials that 
have been approved within the past 12 months and have not reached the sunset date do not 
need to be re-submitted, provided no changes are made to the items. 

 
The following types of training and presentations are excluded from the pre-approval requirement: 
• Material that does not mention products or services or pertain to the way in which the 

company goes to market (e.g., solicits or markets). For example, training that outlines 
procedures to access the Harbour site, fill out a form, submit new business, use a new 
software package, how to better organize your office, etc. 

• Business/scorecard results recognizing top advisors, schedule, and topic reminders for 
upcoming meetings. 

• Communications to employees or advisors about subject matter they would not be expected 
to communicate to the public. Examples include communications about employee 
performance management, employment policies and procedures, or internal operations such 
as a change in desktop applications. 

• One-on-one discussions or coaching sessions. 
 

If any portion of a training or presentation meets the requirement for content review, the entire 
training or presentation must be submitted. 

 
Rationale 
As a broker-dealer and registered investment adviser, Harbour is governed by stringent securities 
and industry regulations regarding communications with the public. Investment advisor services 
are primarily regulated by the Investment Advisers Act of 1940. 



13.2.10. Local Sponsorships 
 

Policy 
Generally, an Investment Professional of Harbour may sponsor a project or event for a third party. 
Sponsored projects or events may include: 
• Nonprofit walks, runs, bike rides, golf events or similar activities 
• Nonprofit galas or special events 
• Local amateur or professional sports teams (not individuals) 
• Health fairs and other events with a public purpose 
• School and alumni events 

 
Investment Professional sponsorship activities may include: 
• Financial support paid to the third party 
• On-site marketing activities at an event (e.g., booth or table) 
• Provide little league T-shirts 

 
An Investment Professional may collect non-monetary donations for nonprofit drives that have 
been approved by Harbour. They may participate in approved drives collecting goods such as Toys 
for Tots, etc. Contact compliance before they agree to sponsor a drive. 

 
An Investment Professional may not sponsor projects or events that reflect negatively on 
themselves or Harbour (e.g., political or controversial agendas, or sexually explicit events) with the 
following exception: They may sponsor a gambling event organized by a charity that has complied 
with all requirements necessary to hold such an event. Contact compliance before agreeing to 
sponsor an event that involves charitable gambling. 

 
If the project or event is for a nonprofit organization, an Investment Professional: 
• Must receive approval from compliance prior to agreeing to be a sponsor for any nonprofit 

organization, unless the nonprofit is an Approved Nonprofit Organization (see Definitions 
below). 

• May not take custody of funds donated or gifted to the organization. They may assist in 
collecting/safeguarding checks at the event only if a Representative of the organization is 
present to account for the funds. 

• May promote sponsorship in communications to your clients and prospects if permitted by 
the nonprofit. 

 
Rationale 
The company's Investment Professionalism is a valuable asset that could affect whether or not a 
prospective client does business with us, as well as client retention. It is important that all 
activities reflect appropriately on the Harbour brand. Generally, it is corporate policy not to allow 
other companies (e.g., vendors, agencies, individual businesses) to use our company name or 
logo. Additionally, the company must take steps to ensure the protection of the brand when 
sponsoring projects or events owned by other entities, whether nonprofit or for-profit. 



Definitions 
Approved Nonprofit Organization: The organization is currently recognized by the IRS as a 501(c)(3) 
public charity organization and is not categorized as a religious or advocacy organization. 

 
In addition, Schools (0-12, colleges/universities, public or private), athletic/booster clubs, little 
leagues, children's sporting teams, independent food shelves and Chambers of Commerce are 
approved. 



13.2.11. Client stories/Testimonials 
 

Policy 
An Investment Professional may use a client story in approved local marketing activities. 
However, client stories may not be used for television commercials. 

 
If an Investment Professional uses a client story, they must: 
• Treat all client stories as an endorsement and follow the review process for approval, prior to 

use. 
• Have the client sign the Endorsement Grant and Waiver Form. 
• Include the provided disclosure with every client story. 

 
You may not use a client story for television advertisements. 

 
Rationale 
Because Harbour is a broker-dealer, FINRA rule 2210(d)(6)(B), permits broker-dealers to distribute 
communications that contain" any testimonial concerning the investment advice or investment 
performance of a member or its products" provided that they state: 
• The testimonial may not be Representative of the experience of other clients. 
• The testimonial is not indicative of future performance or success. 
• If applicable, the firm has paid for the testimonial. 

 
SEC Marketing Rule currently allows for testimonials and endorsements. 

 
Procedures 
• Follow the steps for obtaining prior approval from Advisor Created Material Review for all 

client stories as outlined in policy. 
• For an Endorsement Grant and Waiver form refer to the Related Resources section of 

Harbour's webpage. 



13.3. Sales Literature 
13.3.1. Sales Literature - Generally 

 
 

Policy 
Advisor created and third-party created sales literature distributed or made available to more than 
one household within any 30 calendar-day period is a retail communication and must be approved 
by compliance before use. 

 
In addition: 
• Approved materials may be used up to the sunset date listed on the approval. To continue 

using the materials beyond that date or if the content is modified prior to the approval or 
sunset date, the material must be re-submitted and approved by compliance prior to use. 

• Material must only be used in the state(s) for which it is approved for use. 
• Material that has been created by another advisor may be used if the material was 

approved and has not expired. 
• To include an address, it must be your FINRA-registered address. 
• To include a phone number, it must be your FINRA-registered office phone number. 

 
Sales literature distributed or made available to 25 or fewer clients or prospects within any 30 
calendar- day period is considered correspondence and does not require approval before use. See 
Compliance Manual Policy: Submission Requirements. 

 
An Investment Professional may not distribute or make available outdated sales literature. Do not 

maintain outdated sales literature in the office. 

 
Form letters 
Form letters, whether in a letter or email, may be considered sales literature. All advisor­ created 
form letters must be approved by compliance prior to use. 

 
Materials created by our approved institutional partners and marked for public use may be considered 
low risk for marketing approval, provided they are used in their entirety without any editing by the 
financial professional. These materials must undergo a review by Harbour. However, they will be 
approved as long as they are found not to contain fraudulent or mis representative statements, 
misleading information, or egregiously missing key disclosures. It's important to note that the principal 
responsible for approving these materials is not accountable for the disclosure or footnotes provided by 
the compliance team of our approved institutional partners. 

Current Approved Institutional Partners: 
 

• BlackRock 
• Capital Group Cos. Inc (American Funds) 
• Charles Schwab 
• Fidelity Management & Research 



• First Trust 
• Invesco 
• JPMorgan Asset Management 
• Lincoln Financial Group 
• Pacific Investment Management Company (PIMCO) 
• Vanguard 

 
Definitions 
Correspondence: See Compliance Manual Policy: Communications With the Public definitions 

 
Retail communication: See Compliance Manual Policy: Communications With the Public 

definitions 

 
Sales literature: See Compliance Manual Policy: Communications With the Public definitions 

 
Third-party created: See Compliance Manual Policy: Communications With the Public definitions 

 
Outdated Sales Material: Any sales material which has a more recent version or has passed its 
sunset date for approved use. 



13.3.2. Stationary 
 

Policy 
If you use business stationery, it must include the required disclosures. 

• Arkansas and California require licensing disclosure on business cards and letterhead. An 
Investment Professional must abide by all state requirements in which they are licensed. 
Refer to Appendix E. State specific insurance license disclosure - AR, CA for requirements. 

• Stationery must be updated and reordered within 30 calendar days and electronic 
letterhead must be updated immediately if any of the following events occur: 
o Name change 
o Registered address change 
o Phone number change 
o Loss of a designation or designation is no longer approved for use by Harbour 
o Change in title (i.e., financial advisor to registered staff member or vice versa) 

 
Name 
• An Investment Professional must list their name as it is registered with FINRA. 
• Advisors and registered staff (e.g., paraplanners) who use a DBA must display the DBA on their 

stationery. 
• Stationery must be updated within 90 days of a change in DBA name. 

 
Address and telephone number 
• An Investment Professional must list an address and telephone number on all stationery. 
• The address listed must be the address of your registered office. 
• Non-registered office addresses may not be listed. 
• At least one of the telephone numbers listed must be the number used at your registered 

office. 
• Cell phone numbers may be listed. 

 
Email address 
• The only email address that may be listed on stationery is your Harbour monitored email 

address. 

 
Rationale 
FINRA Rule 2110 requires communications and sales literature to be fair and balanced and not 
include statements that are misleading, exaggerated, or false whether intended or not. The 
company requires that all stationery has a professional appearance, meet regulatory 
requirements, and conform to company and brand policy. Furthermore, the company requires 
that each associated person is assigned to a registered branch office and such a designated 
branch office is reflected on all stationery. Offices of convenience are not required to be listed on 
stationery since that would be considered holding the location out to the public which would 
require the location to be registered. 



13.3.3. Titles/Degrees/Designations 
 

Procedures 
Ensure all titles, designations or degrees used are on the approved list outlined in the referenced 
business policies. If it is not, you may not use it. 

 
Follow the standard processes for ordering/gaining approval on stationery, signs and advertising. 
Refer to the specific policy for these processes in Compliance Manual Section Communications 
with the public for more information. 

 
Definitions 
For definitions see Compliance Manual Policy: Communications With the Public definitions. 



13.3.4. Use of Prospectuses 
 

Procedures 
Before making a recommendation of an investment product, an Investment Professional must 
familiarize themselves with: 
• Where to find the prospectus 
• What they must give to the client 
• When they must deliver it 



13.4. Electronic Communications 
13.4.1. Email 

 
Policy 
All business-related email must be sent through a Harbour approved email system ("corporate 
email system"). When using one of these tools to send email: 
• Do not forward or retransmit business-related email through external online systems 
• Only send business-related messages to clients or prospects in states where you are 

appropriately licensed and registered 
• All email communication and attachments must comply with all policies under Compliance 

Manual Section 7: Privacy 

 
Investment Professionals may give their staff access to the advisor's email system including 
their calendar, only for the purpose of sending email on behalf of the advisor and to manage the 
advisor's calendar. Staff may send an email on behalf of the advisor at the direction of the advisor 
only. The advisor will be responsible for the content of the email. 

 
Before sending an email, consider the following: 
• If the email is correspondence the email may be sent without prior approval. 
• If the email is sales literature the material must be approved in accordance with Compliance 

Manual Policy: 14.2.1 Sales literature before sending the email. 
• If the email is being sent to more than one household within a 30 calendar-day period, it is a 

retail communication that must be approved prior to sending the email. 

 
Any communication with a Harbour client or prospect, or that concerns investment products, 
brokerage, or investment advisory services, must be conducted using your Harbour (or Smarsh 
monitored) e-mail account and address. You may use a non-Harbour email only if you are 
communicating with a financial institution (bank or credit union) about business not related to 
Harbour, including investment products, brokerage, or investment advisory services. 

 
Mass email 
You may send one email to multiple clients and, with limitations, to prospects. When using the 
email system, you must use the "bee" option when sending to multiple clients or prospects. 

 
Email to prospects 
An Investment Professional may send email to a prospect if: 
• The prospect has expressly requested information and requested a response by email 
• They only send one response for each request for information; subsequent emails to the 

same prospect are only allowed if the prospect makes another request for email 
information. 

• The email is not used to solicit or market specific products and services. 
• They are responding to a prospect's email sent to your business email. 



Content requirements 
The content of all emails must be professional in nature and in compliance with reasonable 
values. 

 
When sending email to clients and prospects, an Investment Professional must: 
• Use approved footers on business email. 
• Use a DBA and tagline (if approved to use one). 

 
Certain communications require preapproval and have record-keeping requirements (e.g., 
content contained in a third-party link). Therefore, the following guideline applies: 

• Email that is a retail communication (sent to more than one) that contains a link, must be 
submitted to compliance for review. 

 
Company monitoring, access and disclosure of content 
Harbour monitors, supervises and archives documents and information transmitted or received on 
the corporate email system. Consider all email correspondence to be a written record that can be 
inspected. 

 
Rationale 
FINRA Rule 2210 and NASD Rule 3110 require all member firms to develop policies, procedures and 
written supervisory procedures in regard to all retail communications. The requirements include 
procedures for appropriate content, monitoring, supervision, and documentation of all electronic 
retail communications. 

 
Moreover, all external email must comply with CAN-SPAM, a federal law governing commercial 
email which is subject to the jurisdiction of the Federal Trade Commission. Additionally, 
investment advisor services are primarily regulated by the Investment Advisers Act of 1940. 



13.4.2. Mobile Devices 
 

Policy 
If you choose to use a mobile device for business-related email you must follow the policies in 
Compliance Manual Policy: Email. 

 
Texting 
If you choose to use a mobile device to conduct business-related text messaging you must be 
enrolled in Harbour's texting program. Refer to Compliance Manual Policy: Instant Messaging for 
additional details. 

 
Business-related messages that included topics concerning the firm's securities business, 
including investment strategy, discussions of client meetings, and communications about 
market color, analysis, activity trends or events must be documented using approved carriers. 

 
The following examples are provided to help you understand what constitutes "business 
purposes.": 
Business purposes (a.k.a. business as such): 

'1111 Texting anyone about sales information or products, recommendations and 
services, etc. 

'1111 rexting anyone 11011 ·private account information 

'1111 Texting anyone messages communicated by ll··farbour, your leader or registered 
j:Hincipal 

'1111 rexting regarding run-the-business management activities (budgets, financials, 
hiring, issue resolution) 

'1111 Texting anyone about business and complliance policies 
 

'1111 Texting anyone about business strategies 
 

'1111 Texting a co-worker about tasks to be accomplished. 

Non-business purposes: 
'1111 rexting a relative, friend, colleague, or client about something unrelated to your 

Harbour business relationship such as "Happy birthday" 
 
 

If an Investment Professional is not enrolled in the texting program and they receive a text 
message from a client that is business related, they should forward the message to their Harbour 
email and respond to the client via voice call. 

 
If an Investment Professional holds out the telephone number of a mobile device to the public 
(i.e., including it on stationery or marketing materials) they must adhere to the Compliance 
Manual Policy: Answering incoming phone calls and out of office message requirements. 



 
 

Harbour's Texting Program 
An Investment Professional may only conduct electronic Harbour business communications via 
texting from your personal device when you participate in the texting program. The program is 
intended for general communication between an Investment Professional and their client or 
prospect. Harbour may disable, block, or prohibit any feature of the tool at any time or terminate 
participation in the program at any time. To enroll in the program, an Investment Professional 
must: 
• Complete the enrollment process, attestation and training module 
• Create a new Hearsay Messages phone number 
• Adhere to the Compliance Manual Policy: Answering incoming phone calls and out of office 

message requirements. 

 
Before sending a text message, consider the following: 
• Only send business-related messages to clients or prospects in states where you are 

appropriately licensed and registered. 
• All text message communication and attachments must comply with all policies under 

Compliance Manual Section 7: Privacy. 
• If the text is being sent to more than one household within a 30 calendar-day period it is a 

retail communication that must be approved prior to sending the text. 
• Personal text messages should be sent sparingly. 

 
The following is prohibited: 
• Accepting any orders or transactions 
• Requesting, providing or accepting a contact's personal information (social security 

numbers, account numbers, etc.) 
• Sharing inappropriate personal details 
• Making off-color jokes 

 
Harbour monitors, supervises, and archives documents and information transmitted or 
received by approved apps on mobile devices. Consider all email and text correspondence to be a 
permanent written record that can be inspected. 

 
Anything that is conveyed over the application is considered Harbour property. Use of approved 
apps imply consent for Harbour to review, disclose, access, and monitor email or text messages. 

 
Rationale 
FINRA Rules 2210 and 3110 and NTM 07-59 require member firms to develop policies, 
procedures and written supervisory procedures in regard to electronic communications. The 
requirements must include policies and procedures for appropriate content, monitoring, 
storage, supervision, and documentation. 



 
 

All communications with the public (clients and prospects) are subject to compliance with FINRA 
conduct rules and related interpretive materials. This means that Harbour's, and advisors' 
compliance responsibilities when communicating via the Internet or other electronic media, such 
as a mobile device, are the same as other forms of written communications with the public. 

 
Some communications, such as email to prospects, must comply with federal laws designed to 
reduce unwanted marketing messages. Under these laws, certain disclosures are required. 

 
Procedures 
Install and link the Harbour monitored email account to an email app on the mobile device before 
sending and or receiving business email. 

 
If a mobile device is lost or stolen, follow the requirements in Compliance Manual Policy: Reporting 
privacy incidents. Failure to Report a lost or stolen device could result in a significant impact to 
Harbour and disciplinary action. 

 
Definitions 
Mobile device: A hand-held electronic device that allows a person to send or receive emails or 
text messages (e.g., Smartphone, tablet.) 



13.4.3. Instant Messaging 
 

Procedure 
In order to text message clients, you must first be registered with a preferred vendor, complete a 
test text with compliance to ensure data capture and obtain written consent to text each client. 

 
The client must complete the ELECTRONIC CONSENT AND PHYSICAL MAILING OPT-OUT form. This 
form is available on Harbour's webpage, once completed the form must be submitted to Harbour 
prior to messaging the client. 

 
Rationale 
FINRA and the SEC consider instant messaging for business purposes to be retail communications. 
As such, member firms must have processes in place to capture, archive, and supervise retail 
communications. Investment advisor services are primarily regulated by the Investment Advisers 
Act of 1940. Additionally, communications with a business via phone and messaging are regulated 
by the Federal Communications Commission (FCC) through the Telephone Consumer Protection 
Act (TCPA). 



13.4.4. Electronic Discussion Sites 
 
 

Policy 
An Investment Professional and/or their staff (regardless of registration) may only participate in 
electronic discussion sites on a personal basis and must not disclose, either directly or indirectly, 
your affiliation with Harbour. 

 
Rationale 
In a chat room, news group, blog, bulletin board or any other electronic group discussion, 
advisors could potentially be communicating with people from any state or country. The 
solicitation of business in a state triggers the requirement for licensing in that state; therefore, 
advisors may not Represent their affiliation with Harbour. In addition to state licensing 
requirements, many countries have their own requirements. Harbour, its advisors and its 
products and services are not registered for business in any country other than the United States. 
Investment advisor services are primarily regulated by the Investment Advisers Act of 1940. 

 
Harbour is responsible for and required to supervise business-related activities and retain 
business-related communications of its associated people including participation in electronic 
discussion sites and interactive forums. Industry rules and laws apply regardless of whether the 
person is in the office, at home, on a public computer or a mobile device. Therefore, Harbour 
limits participation and content permitted on these websites. 



13.4.5. Social Media Websites 
 

Policy 
An Investment Professional may establish a profile for marketing purposes on Linkedln. Use of any 
other social media website for business purposes is prohibited unless they have enabled Smarsh 
to access their social media website. 

 
An Investment Professional must use their Harbour monitored email address to register their Linkedln 
profile. 

 
An Investment Professional may follow the activity on the corporate Harbour social media 
websites (e.g., Facebook, Twitter, YouTube) and those of its affiliates. 

 
The following information is required on the Investment Professional's profile and must exactly match* 
their advisor website: 
• Name 
• Registered office address and registered office phone number 
• Primary title 
• Tenure (Linkedln) 
• You must accurately reflect the dates you began and ended (if applicable) your position(s) 

with Harbour. 
• Link to your approved advisor website. 

 
Any additional content an Investment Professional may wish to add to their Linkedln profile must 
be taken from their Harbour advisor website. 

 
An Investment Professional may use the connection request function of Linkedln to request connections 
only. When sending a request, only use the pre-populated language. 

 
Groups and networks 
An Investment Professional may join groups and networks that are professional and non­ 
controversial and would reflect appropriately on the company brand. Consider the risks, benefits, 
and appropriateness of any group or network before choosing to participate. 

An Investment Professional may share their business events on Linkedln. 

Prohibited content 
• An Investment Professional may not send custom connection requests or use Linkedln 

private messaging (lnMail). 
• Without prior compliance approval, an Investment Professional may not create or host a 

podcast, blog or use any function or feature that is similar to a blog (e.g., long-form 
post/Article feature in Linkedln). 



Recommendations 
Without compliance approval, an Investment Professional may not accept or post any 
recommendations, including: 
• Soliciting comments and recommendations. An Investment Professional is responsible for 

hiding or removing recommendations when they appear on their profile. 
• Adopting or "owning" recommendations posted to your profile by clients or third parties by 

responding to them or Investment printing and disseminating them to a broader audience 
• Receiving endorsements from others on a Linkedln profile. The Investment Professional is 

responsible for hiding or removing endorsements when they occur 

 
Outside business activities 
An Investment Professional may communicate their nonprofit board service, volunteer 
activities or sponsorship of events with a nonprofit organization (defined below) on their profile. 

 
Personal use 
An Investment Professional may establish a personal profile on any social media website. In their 
profile, they may list their Harbour Investments, Inc. role and provide their title (generally the type 
of high-level description you would include on a resume). 

 
On personal social media sites, an Investment Professional may not 
• Comment, even anonymously, about any of the following: 

o Harbour or its brands, products and services 
o Company projects, initiatives, advertising and sponsorship 
o Partners/suppliers 
o Competitors 

• Recommend the company's products or services 
• Use social media to conduct business or communicate about work. 

 
While an Investment Professional may like/follow/subscribe to the corporate Harbour social 
networking websites (e.g., Facebook, Linkedln, Twitter, and YouTube) and those of its affiliates. 
They may not like/favorite, comment on or share/re-tweet individual posts made on these 
accounts or posts by third parties that reference the company's business. 

 
Rationale 
FINRA has provided guidance on the applicability of its communication with the public rules to 
social media, including content, supervision and recordkeeping requirements. Harbour is 
responsible for and required to supervise business-related activities and retain business-related 
communications of its associated people including participation in social networks and interactive 
forums. Industry rules and laws apply regardless of whether the person is in the office, at home, 
on a public computer or a mobile device. Therefore, Harbour limits participation and content 
permitted on these websites. Investment advisor services are primarily regulated by the 
Investment Advisers Act of 1940. 



 



13.4.6. Virtual Client Meetings 
 

Policy 
An Investment Professional may conduct virtual client meetings provided they: 
• Conduct the meeting in accordance with privacy policies as outlined in Compliance Manual 

Section 7: Privacy 
• Hold meetings with clients only in states in which you are registered and licensed 

 
Rationale 
When conducting client meetings, clients may share sensitive information with their advisor. 
Harbour and its advisors and all persons associated are required by state and federal law to 
protect client information. Furthermore, clients expect Harbour, the Investment Professional and 
their staff to protect the information they provide. 

 
Harbour is responsible for and required to supervise business-related activities and retain 
business-related communications of its associated people. Industry rules and laws apply 
regardless of whether the advisor is in the office, at home, or on a public computer. To minimize 
the challenges of supervising and due to the potential liabilities from participating in virtual client 
meetings, Harbour limits the activities permitted during these meetings. 
Investment advisor services are primarily regulated by the Investment Advisers Act of 1940. 

 
Definitions 
Virtual client meeting: A web-based meeting that is held via the internet. 



13.5. Correspondence 
13.5.1. Submission Requirements 

 
Policy 
An Investment Professional must submit incoming and outgoing client and prospect 
correspondence, enclosures, attachments and related source documentation to Harbour for 
supervision and storage with the exception of the following: 
• Email to or from clients or prospects exclusively through email. However, if correspondence is 

mailed to the client and subsequently sent as an email attachment to a client, it must be 
copied to Harbour Correspondence. 

• Thank you notes, birthday notes, holiday cards, move notices, address changes, appointment 
reminders, office maps, and personal/non-business-related letters (which may not be 
distributed on letterhead). 

 
Pre-approval requirement 
If an Investment Professional distributes or makes available any written communication to more 
than one client or prospect within any 30 calendar-day period, the written communication must 
be pre-approved. Refer to Compliance Manual Policy: Sales literature for procedures. 

 
Enclosures and attachments from non-company sources 
All material related to financial planning or investing that is published by a third party must be 
approved by the corporate office before use. You must indicate the name/title of the pre­ 
approved material(s) within the correspondence. 
• Nonproprietary sales literature: Use only the items that the company has approved. 
• News articles/clippings from publications: 
• If an Investment Professional is sending a topic-specific article to a client or prospect (e.g., 

information about a new golf product, a magazine article about travel), they must receive 
permission from the publication to either reproduce (photocopy) the article for distribution or 
purchase reprints from the publisher to distribute. Permission to distribute articles from the 
publisher must be included when submitting the letter and a copy of the article as 
correspondence. 

• If the content of the article is related to financial services or investing, you, in addition to 
receiving permission from the publication, must also seek and receive approval to use the 
article from the corporate office prior to distribution. 

• If an Investment Professional is sending a news clipping to only one client for the purpose of 
recognizing an accomplishment or milestone of the client (e.g., wedding or birth 
announcement, news article announcing the client's promotion), they are not required to 
obtain permission from the publisher or obtain approval for the article from Harbour. 

• An Investment Professional cannot state or imply that anyone may have been "pre­ 
approved" for any product or service. For example, a letter that contains information on 
long-term care insurance cannot communicate to any clients that they have been "pre­ 
approved" for that type of insurance product. 



Rationale 
FINRA Rule 2210 and FINRA Rule 3110 (b)(4) require communications with the public, whether 
electronic or hardcopy, be reviewed and supervised by a Principal and archived in accordance with 
SEC Books and Records requirements. Investment advisor services are primarily regulated by the 
Investment Advisers Act of 1940. 

 
Definitions 
Incoming Correspondence - Defined in Compliance Manual Policy: Communications With the 
Public definitions. 

 
Outgoing Correspondence - Defined in Compliance Manual Policy: Communications With the 
Public definitions. 

 
Retail Communication - Defined in Compliance Manual Policy: Communications With the Public 
definitions. 



13.5.2. Client Consolidated Account Summaries 
 

Policy 
A Consolidated Account Summary is a document that outlines a client's investments from 
multiple accounts and holdings whether held through Harbour or elsewhere, and may include 
account balances, valuations and performance, and gain/loss information. 

 
When generating Consolidated Account Summary's, you must: 
• Submit all documents to Harbour for review. 
• Provide supporting statements for values included on the statement which are not 

accessible via Morningstar, Atlas, or DST vision. 
• Include the required disclosures. 

 
Net worth statements 
Outside of a financial planning net worth statement, an Investment Professional may also prepare 
a general net worth statement for a client that lists high-level asset and liability categories, 
including untracked assets, so long as all supporting documentation is included in your 
submission to Harbour. 

 
Rationale 
In response to a growing concern of Investment Professionals providing clients with 
unsubstantiated summaries of clients' accounts and values, FINRA issued a regulatory notice (RN 
10-19 Consolidated Reports) reminding the industry of its obligation to supervise this activity. RN 
10-19 states: 

 
"Consolidated Reports are communications with the public. Therefore, they must be clear, 
accurate and not misleading. For assets held at the firm, this includes providing information, 
including valuations, that is consistent with the customer's official statement. For assets held 
away, this includes, among other things, taking reasonable steps to accurately Reproduce or 
verify information obtained regarding outside accounts and not to include information that is false 
or misleading." 

 
FINRA: 1) advised firms to limit the type of Reports used with a client; and 2) provided guidance on 
how the Reports should be constructed and provided to clients. Specifically, Reports should: 
• Not confuse or mislead a client as to the nature of the information presented 
• Not cause a client to mistake the Report for official account statements regarding the 

Reported assets 
• Clearly distinguish between information about assets held at the broker-dealer and external 

assets held outside the broker-dealer 
• Provide clear and prominent disclosures 

 
FINRA has regularly scrutinized competitors' use of client account summaries during 
examinations and brought enforcement actions against some of these firms. 



Advisory services, which include financial planning and managed accounts) are primarily 
regulated by the Investment Advisers Act of 1940. The Act defines materials that offer advisory 
services about securities to be one or more person as advertisement and considers it a deceptive 
practice to distribute such materials if it contains any untrue statement of material fact or is 
otherwise false or misleading. 

 
As a result, Harbour has an obligation to closely supervise this activity to prevent potentially 
inaccurate, exaggerated, confusing or misleading information to clients and to prevent the use of 
these Reports for fraudulent and unethical purposes. 



13.6. Telephone Communications - 
Telemarketing and Do Not Call 

Policy 
All outbound calls made by advisors and staff (including calls to an existing client, prospect, 
referral or lead) must comply with the Telephone Consumer Protection Act (TCPA). Before making 
a call, an Investment Professional must determine whether or not the call requires a check of 
both the Harbour Do-Not-Call (DNC) list and the National/State DNC list. Once they determine 
that a check is required, they must use the Do Not Call List to determine if the telephone number 
is on either list. If a telephone number is on either of these lists, they must follow the prohibitions 
and exceptions indicated below. 

 
Some states may have regulations that are more restrictive than the revised TCPA rules, and 
therefore the state-specific requirements still must be followed. See the State-specific rules 
document for more information. 

 
Calls that do NOT require a DNC check: 
• Client service calls related to account management* 
• Business-to-business calls (except in Texas since they do not have an exemption for 

businesses) 
• Calls to existing clients with a financial planning relationship to recommend actions 

pursuant to the financial planning relationship 
*Account management includes, but is not limited to, making a recommendation for an existing 
account, confirming recent transactions, inquiring whether or not the client would like to place 
additional trades, contacting a former client from your previous firm, and follow-up on a 
returned item due to an incorrect address. It DOES NOT INCLUDE recommending other accounts 
or types of service relationships that are not currently in place with a client or recommending 
products outside of the scope of an account. 

 
If the number appears on the Harbour DNC list, regardless of whether the number is on the 
National/State list, the call is not permitted (except as discussed above under "Calls that do not 
require a DNC check"): 
• Only written correspondence may be sent to the person 
• If the person asked the Investment Professional to call them, the Investment Professional 

may let them know in writing or in person that they are on the DNC list and that they will need 
to remove themselves from the list if they wish to permit a call to them. 

 
If the number appears on the National/State list, but not on the Harbour DNC list, a call is 
permitted only if one of these exceptions is applicable: 
• Established Business Relationship Exception: The person has contacted the Investment 

Professional within the previous three months immediately preceding the date of the call 
• Prior Express Written Consent: The Investment Professional has obtained the person's prior 

express permission, evidenced with a signature 



• Personal Relationship: The Investment Professional has a personal relationship with the 
recipient of the call 

 
An Investment Professional must limit cold calls to each prospect as follows: 
• They may leave a message for a prospect no more than one time per week. 
• They may talk to a prospect no more than one time per month, unless the prospect 

requests another call within the same month. 

 
If the client is on the internal DNC list, an Investment Professional may explain to the client in 
person or in writing that the Investment Professional is unable to call the client and provide 
holistic advice, including other product solutions, unless he or she removes himself or herself 
from the Harbour DNC list. 

 
Additional telemarketing requirements 
• No rebuttal: If the recipient requests that an Investment Professional terminate the call or 

indicates that he or she wants to end the call, the call must promptly end. 
• Contests and drawings: An Investment Professional must not offer drawings or contests as 

part of your telemarketing activity. 
• Automated telephone dialing equipment: Do not use auto-dialers, predictive dialers or 

artificial and prerecorded voice devices. 
• Third-party vendor and non-registered staff: You are not allowed to hire third-party vendors or 

use non-registered staff to conduct telemarketing activities on your behalf, with the exception 
that non-registered staff may call clients and prospects to invite a client or prospect to a 
company- sponsored event (e.g., seminar). 

 
Permitted hours for telemarketing calls 
Telemarketing calls are permitted Monday through Saturday from 8 a.m. to 9 p.m. local time. 
Telemarketing calls are not permitted on Sundays and holidays, which include all Harbour 
business-driven holidays and when financial markets are closed. 
*Note: Some states may have more restrictive calling days and times. Some states also have state 
holidays. 

 
Caller identification ("Caller ID") standards 
FINRA requires the phone number and when made available by your phone carrier, the name of the 
individual calling, to be transmitted when making outbound telemarketing calls. Therefore, use of 
caller ID "call blocking" is prohibited. 

 

 
Definitions 
Business-to-business call: A call to a business owner or decision maker to discuss the following 
business-related financial services: 
• Workplace Financial Planning services 
• Business retirement planning options, such as SIMPLEs, 401(k)s, profit sharing and other 

arrangements 



Client service call: A call to an active client to: 
• Provide information or advice at client's request 
• Verify client-specific information or data 
• Schedule or determine a need for a client meeting 
• Provide information related to existing products, services, accounts and updates to a 

financial advisory service 

 
Cold call: An outbound, unsolicited telemarketing call to a prospect without prior consent. This 
includes, but is not limited to: 
• Calls to consumers randomly selected from a telephone directory 
• Calls where information or sales literature is first mailed with a letter stating the recipient 

will receive a follow-up call 
• Calls to consumers on third-party lists 
• Calls to consumers when there has been no request or other indication that they may want 

information or a contact 
• Calling a prospect or referral received from a third party or outside vendor 

 
Do-Not-Call ("DNC") list: A list of telephone numbers that businesses or individuals are not 
permitted by federal and/or state law to call. 

 
Prospect: A person who does not have an account or business relationship with Harbour or with an 
advisor who may have an interest in financial products or services. 

 
Referral: A prospect referred to an advisor by an existing client, natural market contact, center of 
influence, another advisor, or another prospect. 

 
Telemarketing: An outbound telephone call to offer an initial consultation, services or gather 
information that could ultimately result in the sale of Harbour products and services. Client 
service calls are not considered telemarketing calls. 



13.7. Trademarks and Copyrights 

Procedures 
Permission can be obtained by either contacting the company that owns the copyrighted material 
or trademark or by looking through their terms of use on a website. Look for "commercial" or "use 
by companies or the public" wording. When obtaining permission, an Investment Professional 
must make it clear they are requesting permission for corporate commercial use at Harbour and 
what the intended use is. The Investment Professional must obtain permission in writing and 
retain the written permission for their records. 

 
The Investment Professional must provide a copy of the written permission to Harbour compliance 
with any material that contains third-party content. 

 
Definitions 
Trademark and copyright material include, but is not limited to, reproductions, certain locations (e.g. 
sports stadiums, the Disney castle) quotes, logos, music, images, graphs, charts, research, use of 
article information from magazines, newspapers, surveys, or studies (including electronic versions), 
and derivative works. 

 
In addition, famous individuals have what's known as a Right to Publicity. The Right of Publicity is a 
personal property right of a famous individual that allows them to control the use of their name 
and likeness by others for financial gain. To say it another way, famous people can easily assert 
that use by Harbour suggests the endorsement of Harbour, its products and/or services, by that 
person, when Harbour uses their name in conjunction with an advertisement related to Harbour. 



13.8. Communicating in a Foreign 
Language 

Policy 
You may communicate verbally in a language other than English only if you are fluent in that 
language (Harbour reserves the right to determine fluency in the foreign language). 

 
All materials such as applications, forms, and disclosure documents given to the client or 
prospect must be written in English. 

 
Electronic communication 
All electronic communication must be in English or have an English translation immediately 
following the statement in a foreign language. 

 
Rationale 
FINRA rules and SEC Regulation require that registered Representatives provide full and fair 
disclosure to clients about the company, products and services they may purchase and about the 
registered Representative. Harbour and its partners provide materials in English, with certain 
exceptions, as provided in this policy. 



14. Anti-Money Laundering 
14.1. SAR's/Red Flags 

Policy 
Harbour's policy is to conduct business only with reputable clients or associates who are 
involved in legitimate activities, and to fully comply with all applicable anti-money laundering 
and terrorist financing laws. 

 
You must Report any unusual or suspicious activity to Anti-Money Laundering (AML) or 
compliance. 

 
You must also consult with AML or compliance before terminating a relationship with a client because 
of unusual or suspicious circumstances. 

 
Additional information 
Depending on the situation, the outcome of the investigation may not be disclosed to you; 
however, you may be contacted for additional information or in order to provide next steps. 

 
Rationale 
In accordance with the Bank Secrecy Act, the USA PATRIOT Act, and FINRA 3310, Harbour and its 
Investment Professionals have an obligation to report unusual and suspicious activity. Failure to 
Report can result in civil and criminal penalties. Reporting unusual and suspicious activities helps 
protect our clients, Investment Professionals, and brand. 

 
What to Report 
Suspicious and unusual activity takes many forms and is difficult to express in absolute, black and 
white terms. Below are examples of some of the types of information that must be reported. This 
list is not intended to be exhaustive: 

 
!:Ider or Vulnerable client abuse: Suspected third-party financiial abuse again.st an 
elder/vulnerable client of Harbour .. 

Unusual transaction(s) for· a client: Any prnposed, attempted, or completed transaction 
from a client, prospect, or third party which has: 

&i No appar·ent legitimate purpose 

&i Varies from the standard methods of financial commerce 

&i Is inco nsiste nt with what is k 11 own of the client's fin an ciaI hi.sto t"Y 

Online account takeover fraud: Clients are fraudulently accessed and/or used via on line access 
to change personal information, move money or initiate trnnsactions. 

A client's email may al.so be "hacked" and utilized to request information or transactions. 
 

Questionable source of funds: Funds that may be derived from illegal activity, such as drugs. 



Phone impression fraud: Also known as "phishing", the client is impersonated to gain 
access to sensitive information such as account numbet'S, account ballances, etc. The 
information obtained is used by the bad actor to initiate unauthorized transactions. 

Negative external information: A He port through the news media that a client or prospect, 
or a member of their family, has been charged with criminal activity. 

Market manipulation: Any suspected attempt to create a misleading appearance with 
respect to the price of a security (e.g., churning, wash trade]I. 

Potential insider trading:: Any buying or sellling of a security where it is suspected that the activity 
is occuning due to access to material, nonpublic information. 

Anti-bribery or corruption concern: If you become aware of an employee or associated 
person who has directly or indirectly offered or accepted anything of value in order to 
induce an improper advantage. 

Product Red Flags: 
Brokerage: 

 
111!1 Client Journals securities between unrelated brokerage accounts for no apparent 

reason 

111!1 Suddenly and simulltaneously trades an illliquid stock in two or more accounts 
 

111!1  l:ngages in prearranged or othet" noncompetitive trading, including wash or cross 
trades of illiquid securities 

111!1  Has a high level of money movement activity with very low levels of securities 
transactions 

111!1 Uses the account as a pass-through to wire funds to offshore locations 
 

111!1 Has accounts established in the United States that have operations in offshore 
locations and principals and authorized signors in another country outside of the 
United States 

111!1 Per·forms frequent tr·ansactions involving money in and out of the account, which 

i.s inconsi.ste nt with stated olbj ectives 

Microcap Securites (low Priced Securities): 

111!1 Attempts to make llow-priced security deposits that woulld not be allllowed under 
policy or engages in excessive penny stock activity 

111!1  l:ngages in a pattern of receiving stock in physical form or incoming transfer, then 
selling the position and wiring out the proceeds 

111!1 Has the  same address as the  issuing company 



I/IP Has a certifiicate that was printed in recent months or is printed on a form that 
does not look unique 

I/IP Has a certificate that was recently issued and there is no restrictive legend 
attached to the shares 

 
 

Insurance: 
I/IP Cashes out  of annuities during the "free look" period 

 
I/IP Cancels a policy and directs the proceeds to a third party 

 
I/IP Withdraws funds shortly after depositing a large insurance check, with no 

explanation 

I/IP Purchases an insurance product with no concern for investment objective or 
performance 

I/IP Opens and closes a policy with one carrier, then requests a policy with a different 
carrier, with no economic benefit 

 
 

Account Usage Red Flags: 
Win)s:: 

 
I/IP  l:xperiences increased wire activity when previously there has been no regullar 

wire activity 

I/IP Client claims to have won a lottery and needs to wire money for taxes before 
winnings can be disbursed 

I/IP Wire activity is explained as offshore business ventun:s or relationships 
 

I/IP Withdrawal of funds intended for long term investment without explanation 
 
 

Deposits: 
I/IP Makes large dollar deposits compared to what is reasonable for the customer1s 

business or personal situation 
I/IP Has initial deposit(s) returned 
I/IP Makes a check deposit that appears altered or changed (e ..g., different 

handwriting, change in amount, etc.) 
Drafts: 

I/IP IHas drafts posted to the account deemed by the customer to be llost, stollen, 
suspected forgeries or not received in the mail 

I/IP Uses kiting, in which a client clears drafts between two accounts, taking advantage of 
the float time for the drafts 

I/IP  Has drafts drawn on an account made payablle to the same payee or cash, 
generally for even amounts 



Communication Red Flags: 

r:raud !Notices: Client indicates that he or she did not initiate specific account activity. 
 
 
 

 
Impersonation Attempts: Hallmarks of an impersonation attempt include: 

'1111 Vague references 
 

'1111 Mis.spellings and grammatical errors in email correspondence 
 

'1111 Claims of unusual circumstances 
 

'1111 Urgent need for sensitive information or funds '1111

  Voice inconsistent with age or gender of client '1111

  lack of knowledge regarding products owned 

Account Maintenance Requests: 
'1111 1:::requent address or account ow11e1'ship change requests 

'1111  Multiple signatories on an account with no appan:nt relationship between the 
various parties 



14.2. Economic Sanctions {OFAC) 

Procedures 
• Obtain appropriate documentation when establishing a relationship with a foreign client. 
• Use caution when helping to initiate a foreign transaction to a third party. Higher risk 

countries or countries with prohibitions include, but aren't limited to: Iran, Sudan, Cuba, 
parts of the Ukraine, Syria and Venezuela. 

• Consult the OFAC website for specific information on sanctions programs and prohibited 
persons. 

• Sanctions can vary by program and country. For questions about accepting business for a 
prospect or client who a resident or citizen of an OFAC sanctioned country, contact Harbour 
compliance. 



14.3. Anti-Bribery and Corruption 

 
Procedures 

• Escalate and Report red flags to Harbour's Chief Compliance Officer. 



15. Books/Records/Documentation 

15.1. Client File 

Policy 
All client file documentation must be filed and retained. An Investment Professional may choose 
to either keep physical documentation or electronically in a Client Relationship Manager 
{CRM) program. They are responsible for retaining client file documents and other records. 

 
Currently, client files are the property of the servicing Investment Professional. However, client 
files must be available for inspection by corporate office personnel and regulators whenever they 
request them. 

 
Client information and records and other sensitive information stored on portable storage devices 
must be encrypted and password protected. 

 
Generally, an Investment Professional should keep anything they sign, the client signs, or they 
distribute to a client or a person acting on behalf of a client. Documents the Investment 
Professional submits to Harbour for processing will be imaged and stored in Atlas and/or 
Laserfiche. Once a legible copy is viewable, the original document may be shredded. 

 
The following list provides examples of client file records that are required, recommended, and 
prohibited. The list below is not an exhaustive list. 

 
Required 
• Any client notes created regarding a recommendation, advice or service. 
• Any documentation provided by a client, or by a third party on behalf of a client, that is 

used as a basis for a recommendation. 
• Client suitability data not entered on LOU's or other transaction supporting paperwork; this 

includes updates to liquidity needs, investments held outside of Harbour and any other 
unique information that varies by client or by recommendation. 

• Suitability documentation that you create as you conduct analysis and develop 
recommendations. 

• Copies of all authorization forms not submitted to Harbour. 
• Copies of information provided to the client (e.g., summary letters, net worth statements, 

asset allocations). 
• Documentation and supporting information used to create a financial plan (e.g., notes, 

screen prints reviewed with the client and client service letters). 
• Copies of signed sales illustration pages for insurance products. 
• Copies of any written communication sent or received relating to product performance and 

documents used to support the calculation of the performance or rate of return in the 
communication (e.g., fact sheets, strategy sheets or proposals). 

• Copies of proposals provided to clients (e.g., insurance proposals, mutual fund 



hypotheticals and progress Reports). 
• Pricing worksheets (e.g., fee review and amendment form and pricing worksheets). 
• Paper correspondence sent to and received from clients. 

 
Recommended 
• Logs of meetings and phone calls 
• Documenting complex products or strategy recommendations 

 
Prohibited 
• Pre-signed transaction forms. Holding these forms could suggest that you may be engaging in 

inappropriate activity such as taking discretion over client accounts or misappropriation and 
misuse of client funds. 

• Original insurance contracts or annuity policies; these belong to the client. 
• Checks that have not been processed or cashed. Checks for the purchase of securities 

products must be promptly transmitted to Harbour. "Promptly transmitted" means no later 
than noon the next business day. 

• Original complaint letters; copies are permitted. 
• Original deeds, wills or other original client documents; copies are permitted. 

 
An Investment Professional may keep, for convenience, additional or draft copies of records; 
however, these copies remain subject to the requirements of this Policy. The records must be 
discarded at the earliest practical opportunity when they are no longer needed for convenience 
purposes. Work papers and drafts used to develop a final version of a document must be 
discarded once the final version is approved. For additional file security requirements, refer to 
Compliance Manual Policy: Protecting client information and records and client files. 

 
Transporting Client Files 
For requirements when transporting client files, refer to Compliance Manual Policy: Protecting 
client information and records and client files. 



15.2. Check Log 
 

Procedures 
Receipt of funds, including checks, is monitored in two ways: daily AML reviews, and Check Log 
Reviews. 

 
AML Reviews are completed daily using the deposits blotter and are documented within 
LaserFiche when completed. These reviews are completed by an ACAMS Certified Principal, or 
other designee, who is monitoring for suspicious activity. Frequency of deposits, roundtrips, large 
amounts, and third parties are potential red flags. In reviewing the blotter, the Principal should 
identify any suspicious activity and ensure Harbour has sufficient documentation around the 
identity of the parties involved as well as the Investment Professional having sufficient 
documentation of the request. If the client engages in frequent, or higher risk behavior without the 
Investment Professional's knowledge, the Investment Professional should be given an opportunity 
to assess the behavior and make changes, or the Investment Professional should discontinue 
servicing the client. 

 
Check Log reviews are completed weekly, with a monthly Principal approved log stored in 
LaserFiche. On a weekly basis the Principal will review the log to ensure checks are being handled 
in a timely manner as outlined in Compliance Manual: Check Log. Any instances of delayed checks 
or those outside of the allowable time periods will result in the Principal contacting the individual 
who entered the check on the log to determine the reasoning for the delay. Education will be given 
as to handling of these funds, and comments will be added to the log. Discipline may be issued in 
repetitive cases without reasonable justification. 

 
Where staff call regarding potential red flags in receipt of funds or concerns about payments 
received, information should be gathered regarding the circumstances, and documentation 
should be preserved and provided to Harbour's CCO for review, investigation, and resolution. 

 
Definitions 
Customer Funds: includes checks, and money orders 

 
Incoming mail for the purposes of this policy means correspondence: 
• Delivered by the U.S. Postal Service 
• Marked "personal and confidential" 
• Delivered by couriers, express services and other non-U.S. Postal Service methods 
• From other companies 
• Marked "Return to Sender" 
• All facsimile communications received 
• Delivered by clients/prospects in person 



 



16. Working with Clients living 
abroad/on military 
installations/or with disabilities 

16.1. Business with US Citizens Living Abroad 
Procedures 
• Clients completing an application or other documents must list their U.S. residential state 

on the document as needed. 
• If a client plans to be out of the country for more than six months, request that the client 

establish a Power of Attorney with a U.S. mailing address to work through. 
• If the client has an attorney-in-fact and does not have an exception to this policy, the 

Investment Professional must work with the AIF if the client is out of the county. 

 
Definitions 
Securities Business means soliciting or recommending financial products and services whether in 
person, by mail, email, telephone, or fax. 



16.2. Business on Military Installations 

Policy 
An Investment Professional may only conduct securities business, including recommendations for 
insurance and annuity policies, with clients and prospects located on a military installation via 
telephone, text (if the client has signed the appropriate disclosures), or email. 

 
They may meet with a client or prospect in person at other locations, such as his or her home, 
provided it is not located on a military installation. For additional requirements and details refer 
to: 
• Compliance Manual Policy: Sales of annuity products to military personnel 
• Compliance Manual Policy: Sales of insurance products to military personnel 

 
Rationale 
The Military Personnel Financial Services Protection Act of 2006 subjects an advisor to a number 
of requirements when conducting securities business on a military installation. Additionally, 
FINRA rule 2272 restricts doing business with military personnel and dependents on a military 
base. Given the complexity of the supervisory requirements, the trend in the industry and the 
relatively low impact on an advisor's sales practices, Harbour has decided to prohibit advisors 
from conducting securities business on military installations. 

 
Definitions 
Military installation: A location where active U.S. military personnel are assigned or working. Examples 
of offices where active military personnel may be assigned or working include military recruiting 
offices, military bases, federal courthouses, and the Pentagon. 

 
Securities Business: Soliciting or recommending financial products and services whether in 
person, by mail, email, telephone, or fax. 



 

 
Policy 

16.3. Clients with Disabilities 

An Investment Professional must obtain the appropriate resources needed to serve a client or 
prospect if he or she requests an auxiliary aid or service to assist in communication with you or related 
to doing business with Harbour. 

 
Rationale 
Title Ill of the Americans with Disabilities Act (ADA) gives rights of equal access to places of public 
accommodation. Title Ill covers a wide range of places of public accommodation, including service 
businesses such as Harbour employee and Investment Professional offices. Places of public 
accommodation must give persons with disabilities equal opportunity to participate in and to 
benefit from the services offered. In order to provide equal access, all public accommodations are 
required to provide auxiliary aids and services, when reasonable, to ensure effective 
communication with individuals with hearing, vision, or speech impairments. 

 
Procedures 
Work with the client or prospect with the disability regarding the requirements they may need to 
identify the accommodation, aid, or service. 



16.4. Vulnerable 
Clients/Financial Exploitation of 
Vulnerable Clients 

Policy 
If an Investment Professional believes that a client may be a vulnerable client or may be a victim 
of financial exploitation, they must notify Harbour compliance. 

 
Rationale 
Many states require financial services firms to report cases of suspected financial exploitation of 
clients to state agencies such as Adult Protective Services or securities regulators. In order for the 
firm to fulfill its state Reporting requirements, an Investment Professional must notify Harbour 
when they believe a client is experiencing financial exploitation. Harbour will provide resources 
and support to help you manage relationships with clients whom you believe may be vulnerable, 
subject of financial exploitation, or may be experiencing diminished menta I capacity. 

 
Definitions 
Vulnerable Client: A person aged 65 or older as well as a person age of 18 or older who the firm 
reasonably believes has a mental or physical impairment that renders the individual unable to 
protect his or her own interests. FINRA refers to vulnerable client as "specified adult" in FINRA Rule 
2165. 

 
Financial Exploitation: The wrongful or unauthorized taking, withholding, appropriation, or use of 
a vulnerable client's funds or securities; or any act or omission taken by a person, including 
through the use of a power of attorney, guardianship, or any other authority regarding a vulnerable 
client to: 

• Obtain control, through deception, intimidation or undue influence, over the vulnerable 
client's money, assets or property; or 

• Convert the vulnerable client's money, assets or property. 



17. Submission of Business 
17.1. Accepting or entering order or 
transaction requests and use of 
discretion 

Procedures 
Document a specific recommendation (buy, sell, hold or investment strategy) if the basis for the 
suitability of the recommendation is not evident from the recommendation. 

 
Documentation may include: 
• Type/method of interaction (face-to-face, phone call) 
• Meeting participants (family member, tax advisor, etc.) 
• Transaction purpose 
• Rationale for suitability determinations 
• Considerations and discussions, such as pros and cons, disclosures, fees and potential tax 

penalties discussed. 
• For more complex products (e.g., non-traded REITS and non-traded BDCs, options, 

structured products), clearly disclose and document the risk factors. 
• The research provider(s) used and whether reports were provided to the client and a copy of 

the research report(s) provided to the client, if applicable. 

 
Definitions 
Accepting Person: The person associated with the broker-dealer who accepted the order from the 
client. 

 
Accepting Time/Date: The time and date the order was accepted from the client. 

 
Order Ticket: A term used in SEC Rule 17a-3 specifying a required record of any brokerage order. 

 
Promptly, for purposes of order entry shall mean: 
• For equities, options, and exchange-traded products, enter the order either while the client is on 
the phone, or as soon as reasonably possible after talking to the client. 
• For mutual funds and annuities, enter the order prior to the close of trading the day the order was 
accepted. 
• For securities with an open offering period or defined closing date, such as non-traded REITs and 
non-traded BDCs and closed-end fund syndicates, enter the order prior to the end of the current 
offering period. 

 
Securities business: for the purpose of this section, soliciting or recommending financial products 
and services whether in person, by mail, email, telephone, or fax. 

 
Time and price discretion: Verbal or written consent from the client authorizing the advisor to 
choose solely the time and the price to execute the trade within the trading session on the 



same day the client authorized the trade. 



17.2. Receiving and Submitting Checks 

Procedure 
In coordination with Compliance Manual Policy: Check Log and Written Supervisory Procedure: 
Check Log, checks received should be entered on ATLAS not only providing the details of the 
check, date received, date forwarded/deposited, and date drafted, but the Investment 
Professional should complete the deposit instructions as well as the source of funds portion of the 
Check Log. 

 
During the Principal's review of the check log, the source of funds will be reviewed to identify any 
suspicious or prohibited activity. Check log entries may also stem from transactions, like Variable 
Annuity purchases. These entries are reviewed as part of the Annuity Approval process and do not 
require a second review without increased concern or random testing of procedures. 

 
Harbour's decision to allow up to five business days to deposit a check is the result of clearing firm 
delays which have kept clients from entering the market in a timely manner. As an example, if a 
client opens a new account electronically, in the Investment Professional's office, an account 
number is not always immediately available. Without an account number, remote deposit is not 
allowed. If the Investment Professional, then overnights the check to the clearing firm, the check 
will arrive without a receiving account number on it or without an account being open and ready to 
accept the funds. In such scenarios, clearing firms will send the check back to the client, then 
requiring the client to submit a new check for funding. In non-rollover situations the time delay in 
this process can be two weeks for standard mail in each direction. With roll­ over checks the 
clearing firm will, on occasion, void the check. Voiding the check would require the client to obtain 
a new rollover check, adding yet another week or more for a new check to be issued. 

 
Harbour believes holding the check in the office for a limited time while the account is approved 
before remote deposit or mailing it to the clearing firm allows the client access to the market in a 
timely manner and is in the client's best interest. 

 
As a result, Harbour's field office inspection program will review the check log for each office and 
will review the process of securing these funds while awaiting deposit in the client's account. At no 
time may an Investment Professional retain a prohibited form of payment. 
Education will be provided on best practices and violations will be resolved promptly. 

 
Any check held beyond its allowed time period must be disclosed to compliance, and annotated on 
the check log as to why it was held longer. Compliance will review these scenarios and work to 
resolve the matter with the clearing firm quickly to allow the client access to the market in a 
timelier manner. Any evidence of fraudulent or prohibited behavior with regards to depositing 
checks or funds should be raised to the CCO for review and resolution. 



Rationale 
FINRA rule 4330 requires that no member or person associated with a member shall make 
improper use of a customer's funds or securities. In addition, the rule requires members to adhere 
to all provisions of the Customer Protection Rule (SEC Rule 15c3-3) under the Securities Exchange 
Act of 1934 with respect to obtaining possession and control of cash and securities. 
The firm has established policies to maintain compliance with the rules and to ensure cash and 
securities are submitted promptly for processing and to show a record of control. 



 
17.3. Trade Corrections 

Policy 
All trade corrections that are the result of an error by the advisor or a member of the advisor's 
staff must be pre-approved by Harbour before the trade correction will be processed. 

 
Upon discovering a trading error: 
• A trade correction request must be submitted for approval. Do not attempt to correct an 

error on your own through further trading. 
• Do not offer the client any promise of a specific resolution before speaking with Harbour as not 

all errors can be fixed through the trade correction process. 

 
Harbour prohibits an Investment Professional from: 
• Knowingly requesting a trade correction based on misleading information 
• Attempting to conceal a trading error 
• Seeking ratification from the client for a transaction after a trade error has been made 
• Submitting a trade correction request because a client has changed his or her mind about a 

transaction or for a client error 
• Purposefully delaying or refusing to submit a correction for any reason 

 
Rationale 
FINRA requires supervision of registered Investment Professional activities, including trade 
corrections. Harbour requires pre-approval of trade corrections to ensure clients are not being 
manipulated or deceived, orderly markets are preserved, and all clients are treated fairly and equally. 

 
Definitions 
Advisor initiated trade correction: A correction in a client's account in order to make a client 
whole because the advisor did not execute the trade as the client originally agreed/instructed. 

 
Non-market correction: A correction that is processed and does not require market action. 



18. Practice Acquisitions 
18.1. External Practice Acquisitions 

Policy 
Investment Professionals may purchase practices if the book of business can be supported and 
supervised effectively by Harbour. To determine this: 
• Notify Harbour of the intention to acquire an external practice. 
• Perform an analysis of the book of business being purchased to identify portable and non­ 

portable assets. 

 
If the practice acquisition is finalized: 
• Do not recommend to the acquired clients that they liquidate or surrender a product solely 

because the product is not portable. All suitability factors must be considered before making 
such a recommendation. Refer to Compliance Manual Policy: Making recommendations to 
clients for more details. 

 
Rationale 
Practice Acquisitions can be complex transactions which are governed by several different 
industry rules and regulations. Performing appropriate due diligence prior to finalizing a practice 
acquisition can protect an Investment Professional, their practice, and Harbour from potential 
future regulatory issues. 

 
Customers of an acquired practice may have investments that are not portable, or the product 
sponsor might not allow the product to be transferred. This might impede the ability to continue 
selling, servicing, or receiving trail compensation for these investments. In these situations, an 
Investment Professional may be tempted to recommend to customers that they liquidate or 
surrender their existing investment and possibly purchase other investments. To do so, the 
Investment Professional must consider the customers' best interests and the suitability of such a 
recommendation. Although the ability to provide the customer with service can be a relevant 
factor, the Investment Professional must fully assess the recommendation based on all suitability 
factors. Regulators look closely at these transactions for unsuitable recommendations or a 
failure to disclose all the relevant facts and basis for the recommendation. 

 
Rules and guidance governing this topic include, but are not limited to the following: 
• FINRA (NASO) Rule 3110 - Supervision 
• FINRA Rule 2111- Suitability 
• FINRA Notice to Members 07-06 and 07-36 

 
 
 
 
 



19. FINRA Rule 3120 (updated 07/09/2026) 
 

These Written Supervisory Procedures establish Harbour’s supervisory control framework under FINRA Rule 
3120. They are intended to supplement the Firm's Written Supervisory Procedures adopted under FINRA 
Rule 3110 and support the annual certification process required by FINRA Rule 3130. For the Firm's SEC-
registered investment adviser business, these procedures are coordinated, where appropriate, with the 
annual compliance review required by SEC Rule 206(4)-7. 

 
I. Regulatory Authority 
FINRA Rule 3110 requires member firms to establish and maintain a supervisory system. 
 
FINRA Rule 3120 requires member firms to establish supervisory control policies and procedures designed 
to test and verify that supervisory procedures are reasonably designed to achieve compliance. 
 
FINRA Rule 3130 requires the Chief Executive Officer to certify annually that the Firm has processes to 
establish, maintain, review, test and modify compliance policies and procedures. 
 
For advisory operations, SEC Rule 206(4)-7 (the "Compliance Rule") requires all SEC-registered investment 
advisers to adopt and implement written compliance policies and procedures, conduct an annual review of 
these policies, and designate a Chief Compliance Officer (CCO) to administer the program. 
  
II. Firm Policy 
Harbour is committed to maintaining supervisory controls that are reasonably designed to evaluate the 
effectiveness of its supervisory system, identify deficiencies, promote continuous improvement, and 
support compliance with applicable securities laws and regulations. 
 
The Firm utilizes a risk-based approach in determining the scope and frequency of supervisory control 
testing. 

 
III. Home Office Supervisory Procedures 
The Chief Compliance Officer is responsible for administering the supervisory control program. 
 
The Chief Compliance Officer conducts, or delegates to a Harbour principal, periodic testing of supervisory 
procedures based upon the Firm's business activities, regulatory developments, customer complaints, 
regulatory examinations, internal findings, operational changes, and other identified risks. 
 
Testing results are evaluated by an assigned principal to determine whether supervisory procedures remain 
reasonably designed or require revision. 
 
Material deficiencies are documented, corrective actions are assigned, and follow-up reviews are 
performed by an assigned principal to verify remediation. 
 
Written Supervisory Procedures are reviewed at least annually and whenever material business, regulatory, 
or operational changes warrant revisions.  
 



 
 
IV. Brokerage Supervisory Procedures 
Supervisory control testing may include transaction supervision, correspondence review, customer 
complaints, branch inspections, outside business activities, private securities transactions, advertising, 
electronic communications, books and records, anti-money laundering controls, customer account 
maintenance, and other areas determined appropriate by the Chief Compliance Officer. 
 
The scope and frequency of testing may vary based upon the Firm's risk assessment and prior examination 
results. 
 
V. Advisory Supervisory Procedures 
For advisory activities, Harbour coordinates its annual supervisory control review with the annual 
compliance review required by SEC Rule 206(4)-7 whenever practical. 
 
The advisory review may evaluate fiduciary obligations, portfolio management practices, discretionary 
authority, best execution, advisory fee billing, Form ADV disclosures, Code of Ethics compliance, vendor 
oversight, cybersecurity, and conflicts of interest. 

 
Although coordinated, Harbour will ensure both FINRA and SEC requirements are independently satisfied. 
 
VI. Branch Office Supervisory Procedures 
Branch offices are inspected on a risk-based schedule consistent with applicable regulatory requirements 
and Firm policy. 
 
Inspection findings are documented and reviewed by a Compliance principal. Deficiencies requiring 
corrective action are tracked by a principal until resolved. 
 
Inspection results are considered by a principal during the annual supervisory control review to determine 
whether supervisory procedures require modification. 
 
VII. Annual Supervisory Control Review 
At least annually, the Chief Compliance Officer, or delegate, prepares an overall assessment of the 
supervisory control program. 
 
The review considers regulatory developments, examination findings, complaint trends, disciplinary 
matters, operational changes, surveillance results, and supervisory testing completed during the review 
period. 
 
When appropriate, recommendations are made to enhance supervisory procedures, supervisory controls, 
training, or monitoring. 
 
VIII. Annual Report to Senior Management 
The Chief Compliance Officer, or delegate, prepares an annual report summarizing supervisory control 
activities, significant findings, corrective actions, supervisory procedure revisions, and recommendations 



for improvement. 
 
 
 
The report is presented to senior management for review and discussion. 
 
IX. Rule 3130 CEO Certification Support 
The Chief Executive Officer or equivalent officer, and Chief Compliance Officer meet at least annually to 
discuss the Firm's compliance program, supervisory controls, material compliance matters, and significant 
identified risks. 
 
The annual supervisory control review serves as one component supporting the CEO certification required 
under FINRA Rule 3130. 
 
X. Documentation and Record Retention 
Documentation supporting supervisory control testing includes workpapers, exception reports, risk 
assessments, management reports, remediation tracking, meeting documentation, and revisions to Written 
Supervisory Procedures. 
 
These records are maintained electronically and in accordance with applicable SEC, FINRA, and Firm 
record retention requirements. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
 

20. FINRA Rule 3130 (updated 07/09/2026) 
 

These Written Supervisory Procedures establish Harbour's framework for complying with FINRA Rule 3130. 
They are intended to complement the Firm's Written Supervisory Procedures under FINRA Rule 3110 and 
the supervisory control procedures adopted under FINRA Rule 3120. These procedures also recognize the 
Firm's annual compliance review obligations under SEC Rule 206(4)-7 for its investment adviser business. 
 

I. Regulatory Authority 
FINRA Rule 3130 requires the Chief Executive Officer (or equivalent officer) to certify annually that the Firm 
has in place processes to establish, maintain, review, test and modify written compliance policies and 
written supervisory procedures reasonably designed to achieve compliance with applicable FINRA rules, 
MSRB rules and federal securities laws. 
 
FINRA Rule 3110 establishes the Firm's supervisory system and FINRA Rule 3120 requires supervisory 
controls to test and verify that supervisory system. 
 
For advisory activities, SEC Rule 206(4)-7 requires an annual review of the Firm's compliance program and 
written policies and procedures. 
 

II. Firm Policy 
Harbour is committed to maintaining a compliance program that supports an informed annual CEO 
certification process.  The Firm recognizes the annual certification as the culmination of an ongoing 
compliance process rather than a single annual event.   
 
Harbour maintains processes reasonably designed to establish, maintain, review, test and modify its 
supervisory and compliance procedures. 
 

III. Home Office Supervisory Procedures 
Harbour shall designate, and specifically identify to FINRA, on Schedule A of Form BD one or more 
principals to serve as a chief compliance officer. The Chief Compliance Officer, or delegate, is responsible 
for coordinating information necessary to support the annual certification process. 
 
Throughout the year, Harbour principals monitor significant compliance matters, regulatory developments, 
examination findings, customer complaints, supervisory exceptions, disciplinary matters, and material 
business changes. 
 
The Chief Compliance Officer, along with other Harbour principals, periodically evaluates whether existing 
supervisory procedures continue to be reasonably designed and recommends revisions when appropriate. 
 



Material compliance issues are communicated to senior management as warranted. 
 
 
 
 

IV. Brokerage Supervisory Procedures 
The annual certification process considers the effectiveness of supervisory procedures applicable to 
Harbour’s broker-dealer business. 
 
Information considered may include supervisory control testing, branch inspections, transaction 
supervision, communications review, customer complaints, regulatory inquiries, books and records  
reviews, anti-money laundering monitoring, and corrective actions. 
 

V. Advisory Supervisory Procedures 
For advisory activities, Harbour coordinates the annual Rule 3130 process with the annual compliance 
review required by SEC Rule 206(4)-7 whenever practical. 
 
The advisory review may consider fiduciary obligations, Form ADV disclosures, portfolio management 
practices, best execution, advisory fee billing, Code of Ethics compliance, cybersecurity, vendor oversight, 
and conflicts of interest. 
 
Although coordinated, Harbour will ensure both FINRA and SEC requirements are independently satisfied. 
 

VI. Annual CEO Compliance Meeting 
FINRA Rule 3130 requires the Chief Executive Officer to certify annually that the Firm has processes to 
establish, maintain, review, test and modify compliance policies and procedures. The Chief Executive 
Officer (or equivalent officer) and the Chief Compliance Officer shall meet at least annually. 
The meeting includes discussion of: 
• the effectiveness of the Firm's compliance program; 
• significant compliance matters identified during the year; 
• supervisory control testing performed under Rule 3120; 
• material changes to business activities; 
• regulatory examinations and inquiries; 
• significant customer complaints and trends; 
• recommendations for enhancements to the Firm's compliance program. 

VII. Annual Certification Process 
Following the annual review and CEO compliance meeting, the Chief Executive Officer determines whether 
the Firm maintains processes reasonably designed to establish, maintain, review, test and modify written 
compliance policies and written supervisory procedures. 
 
The certification is completed in accordance with FINRA Rule 3130 and supporting documentation is 
maintained by the Compliance Department. 
 



VIII. Documentation and Record Retention 
The Compliance Department maintains documentation supporting the annual certification process, 
including meeting notes, supervisory control reports, annual review materials, compliance memoranda, 
remediation tracking, and related correspondence. 
These records are maintained electronically in accordance with applicable SEC, FINRA, and Firm record 
retention requirements. 

21. State Specific Information 
21.1. CA - California senior protection for 
sale of insurance and annuities 

Procedures 
Provide the client with the Free Look Provisions for California Residents Aged 60 and Older. Review 
the disclosure with the client to help the client make an informed decision on how to allocate their 
variable annuity purchase payments at the time of application. The free-look provision for variable 
annuities sold to clients aged 60 and older in the state of California limits the investment of 
premiums during the 30-day free-look period to either a fixed account or a money market account, 
unless the client specifically requests to allocate payments to the variable sub accounts. 

 
Provide clients aged 65 or older who purchase a financial product with a California Financial 
Products Disclosure as required by the carrier. 

 
If the Investment Professional holds a California variable insurance license (whether a resident of 
California or not), it is their responsibility to maintain California training and continuing 
education requirements. 

 
If they fail to meet the continuing education requirements, their ability to solicit, sell and receive 
compensation of any kind, including bonuses, will be inactivated for California variable annuity 
sales. 



21.2. FL - Florida rule regarding suitability 
and disclosure in annuity contracts 

Policy 
An Investment Professional must provide Disclosure and Comparison of Annuity Contracts 
when recommending the purchase or exchange of an annuity contract to a consumer in Florida. 

 
This requirement does not exclude or take the place of other state replacement forms currently 
required by the state of Florida. 

 
Rationale 
The State of Florida Department of Financial Services has established duties required of insurers and 
insurance producers for sales of annuity contracts. In addition to other state replacement forms, 
Rule 69B-162.011 requires advisors to provide certain annuity disclosures to consumers when selling 
annuities. 



21.3. NY - Effect of regulation 60 on 
replacement of life insurance and 
annuities 

 
Procedures 
Access the carrier's website to obtain the paperwork required by the carrier and work with the 
client to complete the carrier's Definition of a Replacement Form. 
• Submit the completed form to the carrier along with the application and any other required 

paperwork following normal business procedures for that carrier. 
• Complete the Agent Statement in Regulation 60 paperwork provided by the carrier along 

with any missing policy information for the replaced contract. You may need to obtain 
• information from the client's most recent statement to complete the disclosure statements. 
• Present the completed Regulation 60 paperwork and Important Notice disclosure to the 

client and: 
o Explain to the client the advantages and disadvantages of replacing life or annuity 

contracts 
o Discuss the information contained on it to help the client make an informed decision. 

• If revisions are made to the Regulation 60 paperwork, a copy of the revised paperwork must be 
provided to the client. 

• Submit the original Regulation 60 paperwork, Definition of Replacement Form, application and 
any other required paperwork to the carrier following normal business procedures for that 
carrier. 

 
Important information 
• The replaced company has 20 calendar days from the date of receipt of the authorization 

form to furnish existing policy values in the form of Regulation 60 paperwork. The Regulation 
60 paperwork is valid for 90 days. 

• Questions regarding any of the values for the proposed or existing policies or contracts 
should be directed to the carrier. 

 
Definitions 

 
Important Notice disclosure is the Important Notice Regarding Replacement or Change of Life 
Insurance Policies or Annuity Contracts the State of New York requires a client to sign along with 
Regulation 60 paperwork. 

 
Regulation 60 paperwork is the Insurance Department of the State of New York Disclosure 
Statement with side-by side comparison of the replaced insurance policy or annuity contract and 
the Investment replacement insurance policy or annuity contract. 



21.4. WA 

 
Procedures 
Financial Planning 
An Investment Professional is required to keep lists of all clients who have engaged in a financial 
planning relationship. This list should be maintained in a readily available folder and updated 
regularly. 

 
The Investment Professional must keep a copy of each financial planning service agreement in the 
client file. 

 
Complaint File in Registered Offices 
Investment Professionals in outlying registered offices must maintain easily accessible complaint 
files. These files must contain copies of all correspondence pertaining to each client complaint, as 
well as any written documentation of the action taken regarding the complaint. 

 
In addition, if the Investment Professional is in an outlying registered office, they must have a file 
folder marked "Complaints," even if they have never experienced a client complaint. Note: These 
complaint files are in addition to the documentation maintained at Harbour. 

 
An Investment Professional must refer all complaints to Harbour compliance for resolution. Refer 
to Compliance Manal Policy: Complaints for additional details. 

 
Limited Partnership Subscription Agreements 
An Investment Professional must keep a copy of the subscription agreement in the client file for 
every limited partnership sold. 



21.5. Data Protection Regulations - AL, DE, 
MA, MI, MS, NE, NH, NY, OH, SC 

Procedures 
Develop and implement a WISP 
A WISP is a written assessment of identified risks and controls that are in place at a location for the 
protection of personal information. To meet the WISP requirement, complete these steps: 

• Designate the Investment Professional or someone else at the location to act as the 
Information Security Coordinator. 

• The Coordinator's role is to develop, implement, and maintain the program for the location. 
• The Information Security Coordinator must: 

o Complete and implement a WISP. 
o Provide a copy of the completed WISP to the advisors so that it is accessible in the event a 

regulator requests it. 

 
Maintain the WISP 
The Information Security Coordinator must: 
• Assess the WISP at least annually or when there is a material change to your business practices 

that may affectthe security or integrity of records containing personal information to ensure 
the security controls in place to protect against unauthorized access to or unauthorized use of 
personal information are still appropriate. 

• Document the WISP review date and make any needed updates to the WISP. 
• Provide all advisors covered by the WISP with an updated copy of the WISP. 
• Review WISP requirements with staff as needed. 

 
Definitions 
Electronic: relates to technology - having electrical, digital, magnetic, wireless, optical, 
electromagnetic or similar capabilities. 

 
Person: for the purpose of this requirement, refers to any natural person, corporation, 
association, partnership, or other legal entity. 

 
Personal information: for the purpose of this requirement, refers to a person's first and last name 
or first initial and last name in combination with any one or more of the following data elements - 
Social Security Number, driver's license number or state-issued ID card number, financial 
account number or credit/debit card number. 



21.6. AR, CA - State Specific 
Insurance License Disclosure 

 
Procedures 
When ordering stationery, business cards, and all other printed materials, include the agent's 
National Producer Number as the Arkansas license number and the California insurance number. 
Refer to Compliance Manual Policy: Stationery and Advertisements. 

 
Include the agent's license number in your email footer. Refer to Compliance Manual Policy: 
Email. 

 
When conducting insurance or annuity product seminars in the state of Arkansas, disclose the 
insurance companies the agent is appointed with by including the company name(s) into the 
seminar materials such as PowerPoint presentations, seminar handouts, etc. Refer to 
Compliance Manual Policy: Seminars, events and related materials. 

 
Definitions 
Advertisements, for the purposes of this policy, means all printed and published materials 
distributed by a producer including business cards, direct mail, newspapers, magazines, radio 
and television scripts, billboards, announcements of educational seminars, invitations to 
seminars, and invitations to lunches or dinners. 

 
Producer means the agent or a company Investment Professional. 
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