ort




NASDAQ
Composite
Index
Values s

Py o

MN FEB MAR APA MAY JUN JUL MG SEP OCT NOV DEC

Alltime record highs for the NASDAQ Composite
Index and NASDAG share volume marked the sixih
successive year of the bult market for NASDAQ .

- .secutities (Pages 4-5) .

Published Spreads on NASDAQ
Securities after Inside Quotations

NARROWED 86.5%
UNCHANGED 10.8%
WIDENED 2.7%

. The mast significant market information improvement since
the: dispiay of inside: quotations—the highest bids and the iowest offers..
the published spreads (left) and increased visibility (rigiht) for NASDIAQ «

A 310 million upgrade of the NASDAQG System got
underway, o increase the capacity and efficiency of
the OTC market and 10 provide it with new
surveillance anc clearing services. {Pages 8-9)

EE

Highlights of 1980

MARKET SUIRVEILLANCE kept pace with the recorg
activity, with (Pages 10-17)

4,147 onlire omputer notifications of price
pasamter hreaks

3,582 online and routine surveillance reviews of
urisuEl activity

73 formal investigations

' as did BROKERDEALER SURVEILLANCE, with
(Pages fzrgy o Lo L

2179 main olfice routine exarminations
125 firaeciat & operational examinations
5§37 speca examinations
314 branch office examinations
259 format A summary complaints
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thie stas tup of e NASDAG Systerrt in 1971 was
its July 1980. This sharply narrowed
curties. (Page 4)




CORPORATE OFFERINGS
{miffions of dollars)

1980

&7 594

1979 $10.973
1978 310,314 (Page 12)
1877 $10,286

1976

DIHEC’fT PARTICIPATION bROG’MMS | SEE

(millions of dolfars}.. - ...

$12,258

36627

1980
1979 $3.677
1978 £2.836
1977 $1.000
1376 T1.299
MEMBER FIRMS Thoussnds
3186 B9} 2877 2772 2813 2 2933 4 B

i
2 :
Sy e, : “V'ti 13 1980
REGISTERED REFRESENTATIVES Thousands
5

200 344 19s e 190 86 191 T8¢

15U faY

1976 iy

BRCI

1479 1980

NASD membership and Registerect Representatives roge «
Registration Depository moved to the verge of 1981

Automating /¢

Fe of the qualitications examinations

admimistere s by the NASD made testing more
expedtious 'or secuntes professionsls (Page 17)

For National Market Systemn develcpment, an NASD
subsidiary invested $2.5 miliion in & {omputer
Assisted Execution System (CAES) ana a Switch
tinking the OTC and exchange markets. (Pages 6-7)

[ — e o e o hm R0

} ama L . ”' Reprinted
- ¢ DY Courtasy i
| of F ORTUNE i

As corporale ofarings reached new record lavels, the

landmark SZC appraval of the NASD's “Papilsky"
rules package preserved and reaffirmed the fixed

. price distritutior. system. (Page 76)

siginificant’y for the first time in yvears, and the Centraj

imglementationn. (Page 17)




Chairman’s and President’s Report ..

James B Keogan, Charman Linreion § Mackling Presiget

1980 will be remembiered as a year of record prices
and vuiurme for NASDAG secunies coupled with 4
revurd leved Of gctivity within Almost every area of
NASE responsibiity White-the single most significant
develnpment of the year may well be the reaffirming
of the bxet price distribution system of underwriting,
there were many actions taken curing the year which
will prepare the NASD to operate and regulate the
Over-the counter marke! of the futiire

NASDAQ

In the NASDAQ System. the six-year bull market
chmbed to naw price and volume highs The NAS.
DA Composite Index was up 34% over 1974, the
Frevious record year, d@hd volurme mose B4%. This
prive perfoimance toppaed hal of e NYSE Compos.
e Index« by 37% and NASDACG shae volume grow
to nearly 60%. of NYSE share valime The number o
NASDAL quoled companigs rose i 2 800, 300 more
than In 1979 and the highest level since 1974

The most sigrifieant NASDAQ development of 1980
wis the introduciion of inside quotanons. the nighest
bids and lowast offers on NASDAQ securities, onto
the: desk-top terminals of Registered Representativis
and into newpapers throughout the nation inside
quotations dramatically narrowed the published
spreads on 85% of NASDAQ secuniies and made
more visuble the quality of the markets which have
long existed {for NASDALK securines

Plans were completed dunneg the yaar for a $10
aion uograde ot virtually all of the facilities con-
nected 1o the NASDAG Systermn The Systemn's new
central computers. when they dre fuily instalied in
1981wl have tnple the memory capacity and twice
the speed of 1he ones they reglace ine new NASDAQ)
terrminals, will have eight times the aisplay capacity of
the old ones. and the reliability ¢t the entire System
wili be greatly enhanced

CORPOHATE FINANCING
Over $'7 bilion of corperate offerings. alse & rer e
leve, wzra fred Dy members with the NASD durni
the vea: This compares to $12.5 billion in 1975 .
inGs o direci participaticn programs amounted 1
$6.6i hillion, nearly doubls the level Hed in 1074

Ir adiditior to reviewing the underwriting terms o
ofterings filerd, the NASD concducted seminars i inu:
cities thoughout the country on due dihgence invesi
gations Qver 400 securilies professionals attonded
the seminars which should serve to improve rmiermn-
bere knowle ige of their "esponsibifities in this area

The: most tar reaching development in 1980 refating
to corperate financing was the SEC's approwvat of the
Assuciaiion's so-called “Papilsky” ruies which Qre
serve ara reaffirm the fixed price distribution SysTern
of underwritir 3. Resolution of the queslions refating to
the Associztion's underwriting rules was an ininertant
achiavement brought about by a superb COOPEATvE
effort invelving the Securities Indusity Assocition e
weli as 11e 51O and the NASD

SURVElLAaMGE
In keepirg with he record level of actvity dunng the
year, NASD Miarket Surveillance set a record of 3 601
reviews of unusuat activity in NASDAQ sectrities.
compared ia 1,300 in 1973 Meaningtui progress was
made in he establishment of imely quotaion hadie,
conjunction wth the release of rnportant rews by
NASUAC conrpanes. There were 532 quotation hiity
initiatact dering the year, in contrast to 482 in 1974

Broker/dealer surveillance, in which more than hali
of the incustry representatives serving on Association
cormamltess =i drectly engages, substarmally o
ceecld pravitds fovels interms of the numbes e
Seope of Dn-gie examinations of member lirms P
ticutar affort wis directed in 1980 1o Branch ofic e
exam nalions and anti-fraud achvity

The surveilance capabilties of the NASD will be.
subst:ntially elevaied as a result af the work imbate:
this past vear ‘0 construct a Market Information iz
Access Systern, called MIDAS, that will provide o
stantanecds access to historical quotations of all mar -
ket makers in NASDAQ securities

NATIONAL MARKET SYSTEM
Adoption by tha SEC in July 1980 of Rule 19¢-%.
which sllows exchange memibers to make off-boas
markats i securides listed on an exchange affen Apnl
26, 1379 is & tnapr step in the evolving Nafior:y
Marke: Systern However, after six smonths of NSl
ence with Ruie 19023 it 15 eviden! that the CXPEeTment
IS proceecing iowly, as many of us predicred Mo
OTC markat mikers tenminate then sponsorshge o
security whir 1 hises because nearly aif currently s
fioning aulomalsd routing systermns direct or-er How
listed securiies only to exchange toors

NASE Nar<e' Saervices, Inc.. a subsicliary of i

EAE T e -



Association. committed $2.5 million to build a mes-
sage switoch ard Computer Assisted £xecution Sys-
tern (CAES) which will give oft-board market makers
the rapid and economical access, 1o retail order flow
that is nerded to compete with axchanges. A CAES
pitot Inkasje between market makers and retail order
departments w-ll become operational in earfy 1981,
and a linkage between CAES and the intermarket
Trading System of the exchanges is 1o follow.

MEMBERSHIP

The Associatior's membership grew to 2 933 firms,
132 more than in 1979 and the largest number since
1875 while the number of Registered Representatives
rose 1o 185,000, 13,000 more than i 1978 and also
the highest since 1975

Dunng the year deveiopment of the battery of qual-
tying tests needed to cover the tull range of mem-
Ders’ business activities was completea. Further, 70%
of the examinations taken by candidates were admin-
istered on the automated PLATO Systern.

As a resutt of an historic cooperative agreement
between the NASD and the North Amencan Securities
Administrators Association, construction was mnitiated
on the Certral Registration Depository (CRD), with
start-up scnedulad for April of 1981 This System will
provide for the lizensing and registration of represen-
latives with exchanges, the NASD anc participating
states through a single form andg a singyle check
mailed to the NASD Implementation ot CRD will

greatly reducs nembers’ costs for bringtng new pes:
sonnel inte & productive state.

MANAGING 1981

Based or ke accomplishments and intiatives takear
during :he past year, 1980 can be viewed as one i
the mos: significant in the forty-one years of the Asso
ciation's exisler ce. Substantial progress was made o
prepar: tha cver-the-counter market and the NASD
for the incr2azingly complex challenges of the fuiure
Contirued arog ess, as with progress in the past. will
be the product «f the skills and time commitment of
those who »articipate in the Association's activities.
An important stepn was taker in late 1980 with the:
creation of four nore Governor-at-Large postion:: o
the Bogrd of Corvemors These new POSINONS wili e
filed in future: vears by outstanding representatives
from sucn incus ry-related professions as accourtin
and tha law, as vel: as additional executives of
NASDA Z-guetec companies. The expertise of such
Govemors-at-Laige, together with the talent and e
cation cf the: hurdreds of industry volunteers who
Quide the alfairs of the NASD, gives us every reasorn
to face ‘ne luture with confidence.

Respectfully submitted.

s
S
] e "d:"; P

James F <eegan, O armnan

Hoard of UGovemncrs tor 1981 includes Iseated from ety ames o Wade, Vice Chateman William B 14addin Chisrmen U G Petersen, W ce Uharman F fichi g

James . Motormack Mason [ New, Wilkamsan §

y. Jr (stanaing, tirst rov, from left) Edwa s € Atrwsid . Shanion Michael Drew, ‘Waler N frusack il

frest b Hice Jr Gorden § Mackiin James Wy Hatzian Renjamin &, Luben, David Marc us, Conrad & Young ¥ Lircoln Mossor. Jr (stancing. second row
tram left) Hobert b Atanson, Jr Vernon £ Wik, Galann £ Oxnar. Norman T Wild s, Jr A James Jacooy . M {: wrernce Parker. J 8 Hil {fther 1981 Ucvarmo
e And-ew M OBhm Frances B Uyleski Hay 0 Ciroves lrgcs A Mann. B Milis Sinslair and Donedis =, Yrastion




The Record Year for NASDAQ Secirities

Three mzjor developments
accentuaied the activity records.

Inzide Quotations

Insicde quotitions on NASDAL secunthes (b L e
bics aad the lowest asks—replaced the
Renreseriaive Bid/Ask quotations in duy  Insice
quatations benafitted issuers and investors miore thein
any markeat :nformation improvement since the siarg
up of the NASDAQ System in 1971 by narrowin
pulstist ex spreads

Published Spreads on NASDAG |

PP ——— MAY UK UL AL SEP OCT NOV DEC 3. Secustties after Inside Quoltatiars ‘
NARFROQWED 86.5%
i 1980, the six-year hull rmarkes for NASDAQ ‘ - .
securnes reached all-time racoio evels HHECHANGED 10.8%
WIDENED PR AT

= The NASDAG Compostte Index closed 1980 a¢

202.33, up 34% for the year and 240% since (he e .. and by Feightening the newspaper visibilty <
of 1974 NAGDAD seunties.

* NASDAQ share volume of & 69 billion shares _ --%f/
was 81% higher than in 1979 snd better than 5 4 ;‘if?f"f”/
mes the volume in 1974, andg i

RIS () Qver-the Cosmer Privs

+ The market value of the 2700 domestic e NaR) /f'-’f.;i:
common stocks on NASDAQ a1 the end of the year e Counter SUZC
was 3127 billion, compared 1o 4 market valiya ot $92
bilon for 2,375 stocks in 1979 - U, 2 e s e At

. MNASDAQ Over - the: Convter

The great growth in NASDAC) share voiume brough il e et e et e
t pearly 60% of the volume an the NYSE and 30 Ovar
four times the volume o e AME Higner Giiitication Standards

Higher qualif cation stancards for NASDAQ secur hee
were proposed by the Association. doubling the
present entry requirernen s to $2 million 10 tot! i
and $1 miilion in capital and surplus. and raisitig e
requirements for continued quotation by 50% The-
proposa, which requires SEC approval, would it
NAGDAQ qualification standards to ongoing
ecoromic rezlitics.

Voluntery Display of Size

The volunis

v odisplay of s.ee by NASDAQ mare

' ] makers. alcng with their quotations. was undes:
NASDAQ & the Exchanges consaerancn al the end of 1980 THhis crbancor
1980 Share Volume woulas allow rr-arket makers to commit themseres.
they 0 chose for more than a normal st of SITRIE
e e e Investors woud benetit because marke! ke
TJASEJAQ bt *—,’3‘-)'900 comp:etition wadld become more intense and IITSTRUEN
AMM / coul e executed fasler since more intormation o
NYSE market maker: ' bids and offers would be chsplaye
- e on NAGDALD sresns.

e E



Flussell H. Baumgaraner (second trom ieft). Chairman of the Board and President of NASDACI-quoled Apcgen Enterprises, Inc and a member of the NASD
Corporate Agvisorv Committee. was the open ng speaker at the October 193C NASDAQ Comrpany--NASD Consutation meseting in Chicago Others on the

speakers panel were (from tet) Davia 5 Rudar Dean and Professor of Law. MNorthwesten Univers ty
President. Member Services-NASDAQ NASH Govarnor Emast F Rice, Jr; 1230 NASD Chairman . ames

Consuliant or rhe Wiowes!

aenval ol _aw, John Ko Hodges, o1 NASD Semiar vice
Kregan: and Douglas H Cotis NASDAD Corper .t

NASDAQ Company Involvement in the NASD

Company Representation on NASD Board

The role of NASDAQ-quoted cormpanies in the NASD,
steadily on the increase since 1975 continued to
gxpand in 1980 J M. Hill President of Rangaire
Corporation, was elected to the NASD Board as a
Governcr-at-Large tor 1981-84 Aiso the membership
of the Association approved a propasal to add four
Governars-at-_arge 1o the Board from NASDAQ
companses ard accounting and :eqgal and other
professions involved with the QT market.

e
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The Corporate Advisory Committee

Mr. Hill zssumed the Chairmanship of the Corporate
Advisory Committee which plaved 4 key role in the
nteaductan of nsice quotatons and me proposals for
higher granfication standaras andg e display ot size.
The Corrnittee also developed NAGH pohcy in the
corporate governance area, posihans on SEC
regulatory proposals and Association services to
NASDAC companies (nght} In 1931 the Committee
will be ertarged to broaden the g raphic and
industry ¢ ategory representabon of companies.

1980 NASDAQ Company-NASD
Consultation:s:

To bring NASDAQ companies up to date or
developments end opporturities in the market for
their securities, rhe Association in October condcted
its anni.al pregram of NASDAQ Company -NAST:
Consultstion mestings in Chicago (above) and 11
other ciies acress the couniry Attendance consisterd
of 579 axecutives irom 442 companies. Topcs
discussed aare (1) how progressive NASDAQ
comparies attract investors (2) how rnarket makers
select their favorite NASDAQ securities (3) NASDIAL s
six-yea” bul maixet (4) rmarket survedlance {h)
corporata rasponsit ity

Corporate Censultants’ Program

Three NASDAQ Corporale Consultants were
appointed durn y the year, Douglas # Curtis (in
picture: abave) frr the Midwest, Raymond J. Kiernan
for the 3oulheas: and Lewis M. Weston for the
Northeaist.

Rayrro‘m: J. Kearnan .ewis M Weston

Their furction 1s o advise NASDAD COMpAanes o
how best to max mire the bengfits of the services
which ths NASD the NASDAQ System and the G0
rmarket |:rovicn Lompanies drew extensively on e
consulte nis” sery nesy
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A $12.5 Million Upgrading of OTC Facilities

The sonmsuicatea message-switching computér wnase gontral pane is snow above. 1s
part o tre 32.5 milhon investment by NASD Market Servi ing CAES and in re -

: --‘-«aig\e o* e OTC ang isteg markets: THg ~len rarger nvegtment df $10 miilon oy
NASDAZ. ~c wili 1otaty renew ang exaan}b 2 NASDA SyStem ingx: pages) with more
Cow@rL  rapig anc rerable centrai somputer nerwer« gontrois, ¢oncentrators ana *.700
NASZAQ termmals on NASDAQ's 3,000 107G raang fidor”

i . i I i -
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Network Control Panel for upgraded New Central Computer will meet demands
NASDAQ System provides early warning : of far higher share|days an the NASDAQ
‘of traubles in teleghone lines and L ystem, and also support CAES, the ITS
terminals of the System and pinpoints : interface, MIDAS (Page 11), TARS (Page 13)
problems that have arisen. ' . and CRD (Page 17).

e
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rs and. financial institutions can

y eight times the information on

and operate at twice the [speed
- |of the one it replaces. -

i ? NASDAQ Terminal for market
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Procedure

With a combination of electronic ool and protes.
SIONAT analysts, NAGH Market Sunveitiance seeks to
deter gt clelect maEnpulative prachees and insiger
fradiing i NASDA secunties fhy NASDAQ eom.-
putern g PROSIAMYTIed with RUCe parameters for
NASDAG SeCLnities when g SRCUNty hieaks those
bBarameters tho Computer Mmediilely notifieg Market
survellance ang the analysts 90 1o work to determing
whether the unusual behavior pf the SIICK was the
result of feagiimate market torces or mproper activity

:’ - i



For NASDAQ Securities ——_ S

Statistics

Dunng the intense market activity ot 1980, NASD Mar-

ket Surveillance

—  Hesponded to 4,141 on-line notitications from
the NASDAQ computer of price parameter breaks,
compared t¢ 1,600 such notfications in 1979

~  Completed 3,592 on-line and routine reviews of
unusual activity, compared to 2,270 in 1979:

- Conducted 73 formal investigations of possibly
improper activity, compared to 50 w1 1979, and

Quotations Halts

The quotations halt procedure 1 ar ntegral pan of
NASD Marker Surveillance activity Linder the proce-
clure. gquotations are halted on a security while impor-
tant news’ about its issuer, which could affect the

i

18 pws 02 KEuS

M1 CEt] ceag pornT

uanahong Liait oroceeds o iNfes stage, F

There were 552 quotations halts i 1980, compared
1o 482 1w 1979. The great majonty ot the halls were
imbated with the full assistance of NASDAQ-quoted

The MIDAS Touch

As A rasull of developmental work i 1980, the battery
of MASD Markzt Surveillance maois wil be augmented
In 1981 by the Market Intormarnor [iara Access Sys-
tern (MIZAS) MIDAS will provige onine access to an
historical data base of minute-hy-rminute market
maker pnce movements, which will be very helpful in
pracisely reconstructing and analyziriy market acrivity
under invaestigahon

2 CERR 3R POINT

Ehrares news on Issuer 15 penomy TH2T the NASD 5w

—  Reterrea 24 of its formal investigation reports 1o
NASL) Distr ot Ditices, the NASD's Anti-Fraud Section
and to the SE-Z, for further investigation ard discly #
nary actior, wiere appropriate, compared 1o 23 sich
referrals in 1979,

Nine disciplinary actions on cases developed by Mar
ket Surveillance hecame final,

price of the stock, is being disseminated. The halt
gives .nvestors the opportunity to make decisions on
the bas's of fail ard equal access to the news.

KIR CEX:@ POINT 3.30 P 224 81

itying the news and "M 3" whern hatt wiil be =e

companies, who are aware that the procedure LFC-
tects their -elatinns with investors and market makers
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Broker/Dealer Surveillance__.

Distrut Committee officers for 1981 nciude iszaled from left) J. Shelicn Jones. Aot L Hoftar Murray L Fmebaum, Egwin

fram ettt Cal Hohnbaum Daved B Coales o C MeCall, Jr

Lolprun Berard R Bober and Cart ' Shar Other District Chanrmen are (0

Examination Progiarm

in meenng the Association's responsibilities for nves-
tor pretecton, the Distnct Offices across the couniry
tront cover) completed 2,179 main office routine, 125
bnancial and operational 537 special (or "for cause”)
and 415 branch office examinations Al member firms
desigriated by the SEC to the NASD for financiai
responsibility purposes were given at least one main
otfice routine examination during the year,

Disciplinary Actions
After review of all the exarmination renpourts, the thiteer:

Distrel Business Conducr Lommittees (Pages 20.-24)
Bled 252 otmal and 7 sumimer, complamis and se-

cepteaa st Letters of Admiss.on Waiver and Consent
fCconpared o 252 complamts ared 59 letters in 1973

Thesa achions resulted in e expulsion of 4 firrms (15
in 1870} the barrng of 52 nividuals (90 in 1979,
the suspension of 3 firms (6 0 1379) and the suspen-
sion of A9 ndviduals (54 n CO7)

Thomas dxy, Ji

i Piftack, (standirg, Tt i
Jonn B MeTavish (stanzing, secord ow from lefts 4 Keith ailen Junae ¥ Giligsgie ap |

Mserh Mo Hickey anc Fater i | oeh

selt-Ligiidation

I ther year, the Association monitored the SUCCES
self-liquidation of five member firms designated 1o

for financial responsibility purposes Snce the e
tion of the program in 1975, the self-liquidation of 7

firns has ed to the distribution of some 56 muliion 1o

custemers and broker/dealers

SIPC Referrals & Trustees

Twa SIPC trustees were appointed for broker/riealirg
designated (o the NASD, and five alfogettier Iy 2]
tion, six finms were on report to SIPC a° year e e
teing ir or approaching financial dithie: ity

ATy e



Free-Riding Questionnaires

Because of the rebirth of the hot new séi2 narket.
free-riding questionraires for 78 issues were author-
1zed and nearly 3,000 copies of the ques ionnaires
forwarded to members. In 1979 suestaniaires were
sent for only 20 issues.

Customer Complaints

in the year, 1,071 cuslomer comoiaints w-re received
and 984 resolved. In 1979 and 1978 cus ormer com-
plamts received were 816 and 574, respestively

Anti-Fraud Section

ihe Anti-Fraud Sectior opened seven rew investiga-
tions during the year and referred sever cases to the
District Offices. Since September 1900, tha Section
has been working with the NASD's Danve: office and
the SEC Division of Enforcement on invest:gations of
several speculative new offerings.

Trade Acceptance & :
Reconciliation Service (TARS)

To {acilitate clearing during high marker activity,
NASD Market Services, Inc. developad ths concept
ot an automated OTC irade data report:nigy system,
which will make possible comparson of trades
thraugh the NASDAQ System. Thi: Trade scceptance
& Reconciliation Servce (TARS) i to be iriplemented
N a oint effort with the National Secu-ities Clearing
Corporation (NSCC).

NASDAQ System
Central Processing Complex

Switch

TARS Data Base Support

Firms & 'b TIL’\RS

Service Bureaus ¢. NSCC
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Corporate Financing—..

A Dramatic Increase

Corporate financing achvity of NASD members and
nvestors in 1980 increased even more dramaticaify
over 1979 than dig activity in NASDAG securities.
Publiz otferings of corporate debt and equity securi-
ties filed with the NASD hag two-and-a-hall times the
dollar value of such ofterngs in the previous year,
40l e value of direct pamcipation program and
HENT filings was 80% higher The Association's Cor-
porate Financing Depart-rient reviewed these cHer-
Ngs 10 determine the farmess ang reasonableress of
ihe uriderwriting terms ang Arrangements,

Comorate Ofterings

Year Number Filed Gross Amount
19273 873 $10,457.624 923
11374 382 & 6,906,223 559
14475 478 $12 522,667,348
1976 502 12,257 741 962
1277 460 310,285,548 468
Fa78 540 $10,318 8420 869
1u7q 51G $10,972 669 051
1980 1279 27,598,722 559

Direct Participation Programs ang REITs

Yeu Number Fiieg Gross Amount
1975 - 8BB4 "3 3673227 085
1974 3ig § 175112 304
1975 25D & 1.144 098 927
1976 204 $ 1,298 730,433
1977 191 I 1,901 636 902
1978 20 & 283576 107
g7y 25 § 3676,564 400
topg 3aa $ 6,626,568 462

A Clearer Outlook

The averall outiook tor tuture underwriting activity was
vlanfied n December 1980, when the fixed price clis-
tribystion systern was reaffirmeq as a result of SEC
approval of the NASD's so-calied "Papilsky” rule
package (See Pace 14 )

No Filing of Private Ofterings

The: spec.fic questios of whether privaie offerings o
dires T participation programs would have to he filsg
with *he NASTY was resolved A study of 1,415 private
viternas showed that ther Liiderwnting alrangements
and ieveic of compensation <o nof vary significar-ty
from thoge normally found in public offerings, and that
anly a4 smatl percentage of the offanings studied
posed any regulatory problermg The Association
therelore decided not (o require te filing of these
ofierings on an ongomg hass

“Due Diligence” Seminars

Te reduce compliance problerns with ofenngs vohict
the € orporate Financing Department reviesws Hie Ay
SOLENION in the Summer of 1980 SDONSGred four Ler,
nars -in Chicago, Denver Lo Angeles and New
York on “due diigence” nvestigations | o
ursired representatives of NASE memier finne,
heste: prominent securities attomeys and specisisg
n urierwriting discuss the legal and practicat
pects of these investigations, particularty i corie
fior: with direct participation programs

OCHE NG seminar in Chicago, PN MEembers weie (et i
NALD vice President Cennis Hensley, UNAerwnhing speciaisis, snipy |
Fichter ana Paler A Bernard, NASD Prasident Macldin
attornevs A ~hur Flaischar, Jr and Linda A Wertheier
NASD Thaimar Staphen Purnam

Sevrinas,

dngs 1

Three Regulatory Changes

Three changes in the NASD's rules pertaiming 1o e
porate financing were initiatec;:

— Th “operations, structure and management”
direct participation programs became subject 16 the
Associatinn's regulatory review with the approvai of
Article 11l Section 34 of the Rules of Fair Prariice
Appanctis F of that Section, the subsianie: PTG
fions, 15 on file with the SEC and 15 nex vl affective

== Alse fied with the SEC were Proposed «hange:
to Schedi e E of the Association's By-Law:. e,
ing the ruisg FRQArding a member's under rfiriey o
ONN Securtics o those of A athiiate o

- A new draft Corporate Financing Rure whigt

WALIIC evenitually replace the existing Roarc of Sove

nors' nrerpreration witk respect to Cotparaio Fare
irn 1 owas approved for mesnher COMiMmeant

i

RS



More Investment Products

Money Market and Mutual Funds

- Ir: response to industry ard public demand, the
Assoctation began, in June 1980, the collection arnid
dissemination of yield quotations or: same 90 money
rarket funds The yield quotes, which are accom-
panied by guotations of each fund's doltar-weighted
average portfolio maturnty, are collected and released
weekly 10 wire services for relay to newspapers.

—  In September 1980, the membership approved
revision of the: Association's "Anti-Recipracal” Rule
and other amendments to the investment company-
related regulations in Article 1V, Section 26 of the
Ruies of Fair Practice These amendments received
SEC approval in early 1981

—  On Octaber 28, 1980, the SEC adopted Rule
12b-1 under the investment Corpany Act of 1940,
which permits open-end investment management

companies 10 bear expenses associated with distribu-

tion of their shares. if such comganies comply with
certain conditons and procedures The Association
had supported the rule change

- Effective November 3, 1980, the Federal Re-
serve Board adopted an amendment to its Regulation
T, which eliminated a long-standing prohibition
against the extension of credit by broker/dealers on
mutual fund shares. While this action represented an
appropriate remaoval of a competitive inequality be-
tween banks and broker/dealers, a variety of legal
and practical Dars to such extension of credit remain.

Municipal Securities

Throughaut 1980, the NASD and its Municipal
Securities Corymittee continued thenr close working
relationship with the Municipal Secunties Ruflemaking
Board (MSHB). The MSRB in an important deter-
mination concluded after a heanng and extended
deliberation that there should be no pricing
guidelines for municipal securities, because the
nature of their marketplace made a structured
mark-up policy impracticable.

Variable Contracts

The principal cevelopment in the Vanable Contracts
area was the reqistration under the Federal Securitias
Laws of fixed annuity contracts issued by two life
medrance companies. This was the test time that an-
nuity coniracts issued out of the qeneral accounts of
e nsuranee companies had been registered as se-
cunties The Association is conducting a review of its
By-Laws and Fequlations to discover whether such
contracts can be treated, for purposes of regulation,
i he sarme manner as variable contracts

Varable Lile Insurance

Another insurance company product engaging the
Asscciation's attention was variable ife nsurance
This contrac:. with reserves invested in a separate
acccunt consisting mostly of common stocks, o
vides a rninimum guaranteed death benefit an e
possibility of ;rowth potential both in face amount
and zash valuz. Until 1980, only one major company
marketed such contracts, but 2 second major nsur
ance comnpany intreduced a variable life insurance
poticy In Seatzmner 1980, and a third is pending
registration. S:nce these contracts are reqistered un
der Federal Sucurities Laws and are sold throwgh
NASI} merebers, the Association has requlatory
responsicitty or themn

Governmer|-CGiuaranteed Securities

A Gevernmeni-Ciuaranteed Securnties Committee was
formed and hagan to develop Association POgItiorns
on the regulator of GNMA, GHLMC and other sec.un
ties. Draft Feceral legislation in this area has beer
prepiirec ointy by the Federal Reserve Board the:
Treasury Department and the SEC

Advertising [Heviews & Rules

The Associatio 1's Advertising Cepartment 1eviewer .
9,700 pieces ¢f advertising ana saies literature file
by members durirg 1980, compared with approxi-
matel 8,600 r-ecas reviewed during 1979. Much of
the incregse in voiume consisted of matenal concorr.
ing direct patizipation programs in addition. appros
mately 3,700 pieces of material were reviewed 1n o
ling spot-checks, compared with 3.200 in 1979

In December ¢f 1980, the Association adopted 4 new
rule regarding rmember advertising and sales litera
ture. This -ule codified various interpretations and jol-
icies into a single rute and eliminated the requirement
that al! members file advertising with the NASD

Fidelity Bending

In late 19€0. the Fdehty Bonding Cormmittes bear 1
study e possitility of the NASD's sponsoring o
group-uying ¢ rogram o provide hoelity bongs o
membrarg. Tne anous iNsWance Organizanons « on
tacted have bein receptive o the proposal and the
Comm:tiee 15 engaged currantly in developing e
specifizations for such a program
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Major Regulatory Developments.
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The “Papilsky” Rules

On December 12, 1880 the Securities and Exchange
Cormmission approved a package of rules proeposed
by the Association relaring to the hxed price system
of distributing offenngs of secunties. This aceroval
wias the culminaton of four years of effort by the
Association and a numhber of industry voluntaers 1o
preserve the established capital-raising mechanigm
The ruies. which were [ e with the Carmmission on
May 31,1978 and amendec o September 4. 1980,
ware developed i the wake of ihe decision ir the
cane of Papichy vs Heondt, ang have come (o be
kinown as the "Papilcky” nuiey

The rules package consists of a new definition of the
term “ixed price offering i the Rules of Fair Prac-
tee. togeihier with ar amendment to Section 8, which
imposes a more explict prohibition on mernters' tak-
ng securities in trade at more than their fair market
price, an amendment to Section 24 which clearly reaf-
hrms that seling concessions, discounts or other al-
lowances. whether direct or indirect, can only be paid
'o members actually engaged in the investment bank-
ng 2 securities busimess and only for services ren-
deced inoa distibunon znd anew Section 36, which
nrohots members o the sale of securities from a
e puce offenng (core ated parties.

hese tules will be declaen efective by the Associa-
o cuning the first goasior St 1981, afler they rave
been fully explaned 1o e membership

Froposed Amendments to Net Capital Hube:

Brokor/cealer net capital became the [ocus i o STIANT
deal ot Association attention in the latter pare of - 08D
wher the SEC proposed a number of armendrmients 1o
fe. feir year-old uniform net capital rule, Flule 150 73
The proposals would amend the alterafve metl oo
sornpating net capital by lowering both the ratio of
‘wrjuired net capital ta certain debit items and e
i, 4s well as changing the treairaent i ¢ oianr
delat temns in the Reserve Formuia. The Carrai-ior
also proposed increases in haircuts for certar
securties mainiained in broker/dealer accournts ! he

ssociation’s Capital and Margin Commttes SRy
pared toorespond to the SEC in early 1081
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SEC Proposal to Amend FOCUS

In late 1980, the Association expressed genei.t -
position to a Commission proposal to amend 1
FOCUS Fleporting System. In its commerits. thie A-an.
ciation cited doubts about the need and tseluines. o
the propasals and characterized them as k-t e
cause *hesr impiementation would signiticanily sifes
th2 indusiry's computer faciiities 8l s fine whep e
fazilities are being heavily 1axed by marker cond
ticns. The Associat on also noted that i lioal f re
CENt Dropasals to amend the nat ot e o
XAMINT: o D0AU range of Gueshions e e
SCOPe. ACeQUACY and necensity o Lindr o o w
ity ruezs for brokers and gealers. il aouio e o
mature and costly to the ndustry (o procecd wth
efforts 1 firalize FOCUS. a report which 1o e iere
ar the ravisions of the net capital uic



Membership Growth

The first pronounced membhership growth in more
than a decace was recorded as 296 new firms were
admitted! to the NASD. bringing the total membership
to 2,932 a gain of 133 firms over 1979, |n addition,
226 applications for membership were on file at the:
end of the year Most of the new firms are involved in
the distnbution of direct participation programs.

The total number of Registered Hepresentatives in-
creased frem 183,656 to 196,206

Ceniral Registration Depository (CRD)

The new Central Registration Depository is scheduled
to become operational in the first haif of 1981, and
will permit & broker/dealer to file one form with one
check to effect multiple registrations and licenses witr
the seif-requlatory organizations and the states. Dur-
ing 1980. the Registration Department added staff,
CRT terminals, microfilm machinery and computer
software to prepare for CRD implementation.

On 3th Floar at NASD in Washington. staff members process
feqistration data that wil appear on CRD screens,

Quaificatior s

As the test ad ninistrator for the ndustry the NAS|
administerec rore than 60.00C qualitications ey
natioris for itseif, orher self-regulatory organization:,
the SEC, the s ates and the commodity exchangas

Some 70% of ine NASD's examinations were auto-
matec: on the FLATO System of Control Data Corpo
ration's naticnwide Learning Centers.

i .
mm.rucnn‘yo ExanInaTION

The Associaten completed its battery of tests cover
ing the full "ange of members' business activities, an
itimplemerted [ mited representative exanunations tor
persons sehng o) investment COMPIANyY [rocuct
(2) direct paricianan programs 1t also wiorke -
the opting exchianges and the NYSE 10 LDy Ak thee
Registe =«d Zoviens Principal examination PIOgra
and with a aroup ¢f SROs to develon & new X
tion for =naral =ecu-ties branch offye manager .




l.egislation

Greater SIPC Protection

Higher limits of protection for securities accounts o
custorners of broker/dealers whe are SIPC members
hecame aftactive in Qotober, thraugh Congressional
amendmeni of the Securities investor Protection Act
of 1970 Thase ncreased brits of protection of $50C -
000, inchudirng up to $100.000 for claims for cash,
represent a major improvement in the SIPC prograim.

Small Business Financing

H.R. 7554

In May 1379, the NASD's Joint industry/Government
Cormmittee on Smali Business Financing produced &
report which addressed many of the capital-raising
problems cf small husiness. Included among the
riateen recommendationg contared o thal repor
was one which called for an exesipilon for venture
capitai comparies frorn the nvesimant Company At
of 1940 in October 1980, Presideni Canter signed
inter faw AR, 7554, the Small Business Investment
Incentive Act of 1980 which. among other things, #l-
Iows for Thes creation of 2 new Iype of eniity to be
knnwn as te “business development company.” ! s
a form of vanture capital company designed to pro-
vidle investment capitai and managenal assistance to
small busirgsses In virtuaily ali respects, it providas
the: rehet ite NASD and others hag long sought. The
new law nrempts business developinioant companies
troen maisy of the 1940 Act recuiahons which resincl
the ardivities of iInvesiinent companies, however,
mhese new fypes of soimpanies will nonetheless be
st 0o many of the provisions of the 1940 Aci,
nciocing hose desigrnad o protect shareholders and
10 prevent misconduci With the removal of many of
the turmer restnctions. 1t is anlicipated that venture:
capiial corpanies wili be able to attract new sources
of risk capital and thus be able to make a greater
contribution to ihe financing of small business.

Onher Progress

The most pramising prospect for the Small Business
Finanaing Committee was a Senasie Finance Cornrait-
tee proposat which contaned ne less than five of tre
Commitiee's recommendations, ncluding a market
maker lnss reserve, more tavorable tax treatment for
ernployee stock oplions, an increase in subchapter &
corpuration shareholders, wider corporate tax rate
biackets and payroli-based tax credits for employ2ae
stock option plan contributions  The proposal was ulti-
mately iabled by the Senate in the waning days of (he
96th ongress but the Association is optimistic that
iis recommendations will be raintioduced
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Litigation= S —

Crallenges tc the NASD
Disciplingry Process

|+ Texas

Tha Uni 2ol States District Court tor the Nortbesio L
rict of Texas restrained the Association tron: pio
seading with a disciplinary heaning in the piesence of
4 customner with a complaint, except tor the o
ot ar grect testimony. The order also restraingd
such priceedings from continuing while the: cie-
omer's atormey was present, except that he couls b
present Juring her direct testimony and Srous-esd
nalicn. The plaintitts brought this achion because ey
be ieved the customer intended o use the testimony
from the NASD proceeding in her Civil proceaaing
agansi plaintiffs. Even after the customer's achon
was setied, plaintiffs continued 16 asser! thal the cs
orier should be excluded trorm any part of the hiear-
g excopl for her direct iesimony  The dudae’s order
was immeddiaiely appeated to te United Staies Gonr
of appedis for the Bifth Circolt and (he be
Exctizie Sommission fled 4 hriel amicus ciinee
suppan of the Association’s position.

On Mas 16, 1980, the Fifth Circuit reversed the D
et Court holding that the decision of the Ass0is:
tion not 1o sequester the complanant winess at its
aiscipinany hearing during the discussion of the Coi-
plainan s account amounted to a nonfinal procediv i
ruding wnich was noi subject to Distnct Court ovex
sight i the absence of extraordinary circumstaee:.
justibpn g immediate review 1t ruied that the Dicine
Courl s o0ld nol have intervened in the adranisinove
IS :

Coediers g

opion 10 exhigusiion of adiministrative resnednes
by the awoieer, that the Froker couid not realishealih
griue hat the Assecation’s procedural rling e
ened it with irreparable wury, and that there wos pot
a cleair and unambiguous constitutional or staluion
vilaro~ The decision can be found at 616+ 2d
1263 (Ath Cir. 1980).

in New York

Another case also involving a significant challenge to
the Association was filed in New York Supreme Ot
in July 1980. Plaintiff, a broker/dealer, alieged that
action raken by three siaff employees was « Gonspir
acy rmaliciously to interfere with plaintfi's bosiness
While: the suit was fled i state couri, it was 1emoved
by the Association to Federal Distict Court The /s
soaiation filed a Molion for Summary Judgren: arser
Dismis:al and the SEC filed a buef arwios curae n
support of the Association’s position (i October 8
1080, the court dismissac plaintiff & complant nck
ing tha: plaintff had failed o exhaust o adminisios
tive -ermecies with "espect to each ot the three syonts
over wiich it complained

While there is on-going mvolvement by e (Hhee of
Geanerid Counsel in othar ihgation, nyy offes Lo
puse ¢ gnificant challenges fo the Associalion




A GYesolution

In Tribuse 12 the Memory of
RAY GARRETT, JF!.

Adspeed by the Board of Givurmory of rhe Natienad A tsovistin of
Scwriticc Dealers, 'me s March 14 1960

Wherens, . lowy, dedicuted und brilami cereer o5 om edacttie, poven aemt
efcial and private proctitiomer im thy (% pves omd secrritier bar of the lgal
profersion came 1 o mmdilim close with thy drath om Frinmers } 194 a) Ray
(evwtt, fr., & former member of 1be Associstion’s Baerd 3§ Gowraey, former
Clhmrovem of toe Securities amd Err‘b-ugc Cowmiczisn s /ormey sevice Jrfwer

Whereas, 5, wrved with divtinctiom o Covermor of the Mrtiomed Ascvrativr of
Securities Dealers, Inc. from fenusry | 976 1o Jammary 1959, umd

heress, b, 398 mus pavingly bi jimar, thoaigbs amd ewevy y (0 thy Assgespivem,
by parpose ond obiec tives of which be vigorowsly end aidy sdvanced, end
thriby oarned the gratitade of bit colleagmes ow the Bowrd, end

m be imiparied 10 the deliberationy of ibe Board of Gowvirmort an im-
b tral ind objective voicy, convincoes iw ity bresdth of ¢ re, diverir in
itr repn on of the i of @ fovi, mxmery emd Jdenlivi, and
deilibrrate in its ability to jocws sur sttention wpom sl @pr:ts of b mond e
K of irmes befors Lis Brard, and

Whereas, 1, warse persondiity, comsrviality, deep comcnn for wmi desin ta
share bnawicdge with others nom foim 180 frimdsbip and nd-aw:vn of ol i
collmigwes ou the Bowrd, snd

Wherrat, o COutimuing 1ivvice at covmsel but beem of critncal hporieme ig
the o

Row, Therciore, Be B Resolved, (i 100 Members of the Bomwd of G
rudrs exprens theiv drep sorrow at 1he bosinr of their valord friomd and d.
lesgue, and

Be 1t Yurther Recoloed, .5 15 Mombers of the Boars' of Go ceraart 1

ceredy achmowied ge b outstending comiribution to the securites indwest- v, and
1he public mterett, end

Be It Further Resoloed, roer 4 o Py of thir resolution be presensed o V' .

xevesa, but wife, amd to thy Parimers of bet firm, Gardwer, Cartm = Yow gl

Ci. ) Ak

Frolers ™
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SD Officers
1d
oard of
overnors 1980
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The Board of Governors is the
ntrolting body of the NASD
il determines policy on & na-
nal scale The Eoard consists
21 representatives of the se-
rities industry elected trom the
ssociation's  Districts,  seven
overnors-ai-Large  and  the
esident of the NAZD., The
aard meets st times a year

+ Qarve Until January 1981

Goigon 5. Mackiin
President and
meribar of the Board

Jamas . HKeegan

Margan. Heegan & Company, InG

Mamptis, Terimessae
Chaiman, 1980

John (2. Bar

Suirg & Co. ncorporates:

Los Angate i Sait' e
Vige Chais-ian, (480

P I BN

Douglas M. Curtia’
Frarixha Elecine Co. Inc
Hiutfton. Indiana
Vice Chasrman Finance, 1980

t Serve Unti January 198F
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1. 0 Petersen
Kirkpatnck. ety Smith,
Potign Inc
Ciabs. Nebrasks
Chainoan, 1981

Witliam E. sAndar
Sehneid-s . Ber et
& Hickian, lng
Dallay Vexan

vice Chaiman, 941

Jumes J. McCormack *
Meiropolitan Life Insurancea
Compariy
New York. New 7ok
vice Chairman-Finance. 1981

Haine We JET S0
& Curs ek aied
Pak: adtry &L amtorex

Ya Serve Lnti: January 1983
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Fobert H. ABOnso, Jr.
Atkmson sidt Company
Forterc, Oregon

Francw: El. [ lesk
Robert C. Carr & Do, inG

tdanchester, e armpshn e

Davsi Bl
Drexel Buadizm bt
e R e
Naw York New Yorh

Berjarmin L _ubin
Bruers, hondsmar, Fea & Co
Nawr York, Neww: ik

Shannot Wichae! Drew
Rxioer, PeROOTY
& Lo Ipcomesgless

To Seive Unti ) ”
Sers Franciser (plihrme

Januaiy 1984

Aay J. Groves'
Emsi & Whinney
Clavedmwt, (¥

4ol H
Harigaire Copinain™
Clebume. Teras

Bruce A M
Piirstnre BAAChson & Subre
{oalvtorna

& Jumes Jacotyy
sswet & Company

Mevw Yo, New York San Francisan
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John €, Friviton
Prnton, and & Co
Surimid, Mew Jarsay

Wikari W, 5t mwther,
Lixdinmntat Arngacan
Secures, ine

Phoaria Alvong

wWikam £ Suples, (Il
Eking & Co
Phiace:tia, Pennsylvani:

Exanad W Wiy . 1r
Yoikay Bros., Inc.
Nashville. Tennesses

Andrew M. Bium
tF Roihschily
Unterbarg. Towbin
New vork, New Yors

W. Lincoin Mossop, Jr.
Barret & Company
Provcienea Fines sland

Mauon ¥. New
8rarch, Cabelt & Company
Ricwmond, Virginia

L -
James F Wads

Jutien Coiing & Comipany
Chicaga tunos

Vi tlarnson S. Stuckey, Jr.*
Fonre Congressman
Wasningior, .0

e W Ratziafrt
Captal Resaarch and
Managermant Cormipaery
Log Angeles Cantomia,

Emest . [fica, Jr
Blurit Ellis & Loswa Incomorated
Milwsikoe Wisconsn

A AES

Donald E. wWeston

Gradison & Cornpary Incorporatend
Cinzirinati, (hio

Vemon B. Wity
Dt Bowworth incorporated
a8 \agas, Nevada

Conra S. Young
Unrect of Omana
Omalue, Naty isks

P

Gilenn A {rener
ntarstae Securfie s Corporation
Graemville Soult Caoney

Marqan Ulaniny
Incarg
e YOI Nenw Yk

8. Mitts. Sinciar
Young, Smith & Pezcock, Inc
Phosniz. Anyora

apcemwm;

tratee N Trukeek, (1
Daen Wter Reynonts Inr
ng Hluff, Arkansas

Norman T Wik
Junney Monig mery <
PRlGOEDNE. Denir g e

* Genarnor-at-Lax g



National
Committees 1380
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The National Committees o
the NASLY are appointed by the:
Board of Governors and make
recommerdations to the Boara
i their various areas of Fespar-
sibility. The Executive, Finance
and Business Conduct Commit
lees meel immediately prior to
each Board meeting: all other
Commitiees meet as Necessary
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Execiftves

James F. Keegan'
Chainmian

John D. Beni~
Peter A. Bemnzri*
Dxnuglas H Curt:s®
William 8. Maddaen®
L C Patersen”
David W Wiley, Jr.*
Gordon S hacklin®

Finance
Douglas H Curtis®
Chairman
William R Ham brechi
James £ Kesgan©
darvers |} MeCarmack
Jahe G Priston
Wiliam W, Sirawilwen, Jr *
William £ Suplae, (1
Gordon S. Macklin®
Jack A Schindat
{Ex Gfficio)

Business Concuct

L C Petarsen®
Chairrman

W Linceln Mossop, Jr *
Hobart X Atkinson, Jr
Frances 8 Dylask "
Bonjarain L i.utin®
David Marcus’
Jariiers W, Ratzlaf
Fivasi F Rice, o1
Dhild €. Weston'
Vumon B Willis®
Conrad 8 Young®

Arbitvation

Alfred J. Rauschman
Chairman

Edward S, Amald®

Eugene Amald, Jr

Eugene W Beli

Johin D Barl*

Donald R Bonniwel, Jr

Garald B. Brenzel

J Gordon Coonay

Llayed J. Darricksor

Congranting N K atsoris

Bewyjamin |_. Lisbin®

Wililam B Maciden”

A A Sommer

Armold ) Weinbe-g

Capiial & Margin

Wilham B Maaden*
Chairmar:

Dawvid 8 Coates
Frances 8 Dyleshi*
Vincent P Fay
Ralph L Gossetin
Alhert Kopin
Josaph B Neil
Eh Weinberg

Cowrigities

Vetliam 3 Mackden*

Chairrmian

Fi-hard 8. Anspacher

Bl Asiling

Joan b Donheeney
3 ¢ 0. F l.ambormn
Srdid Marcus®
Redweii L Rachn
Renngtn M Sanders
Wikant W Stiawiher e
W itiarm £ Suplee 1H*
Tk oo Thormie
Janes FoWade*

Cawpuerdics Addvisony

I I T
Cliiriae

Sessal Haumgardner
Daad Y Cowart
dobien BDabingky
Roier O Hedberg
PLamerasue A Lesar
Shieby 4+ Page
Dovial A, Pals
Gearge (. Raymond, Jr
“hemas C Sullivan
Liveence R Thielen

Compeaati Financing

Pe ot i Bernard
Chaiman

Al ireve b4 Blim©

Artge Figiseher Jr

Wilarm 4. Mambrecht

Wit am raeman

Freu L -leyes

Wb T NeGuaive

Mociank Boran

Ermmsi - Rice, Ji *

1 #eny Reddick

William 22 Suples. 11

Wilkam | White

Direct Participation Programs
Mason T New*
Charman
Jaye F, [yer
Robset | Frankin
Rier ard 7 Garton
Garild Horwitz
Arstiony A, 1aCrom
Jarmms Mo evi
William 13 Madden®
Thomas .i. McAllisier
Jo Staphren Putnasnn
Tern. Shietdon
Fobet 2 Shive
Lind < A WNertheuner
Lonsd | weston®

Frlslity 8o ding
medsen S Burbark
{*hairman

A L Gosselin
Jda 1 brarden
Frmicry 0 LeMuriyon
: /. Suples "
- WNade”

Govemnmant: Gioar e iess
Sacurities
Robert £ ap
Chairmar:
= Pappet Aien
Alan ¢ Arpoic
Frederchk Moge
Zdwin & Pavee
Hichars £ Lo
Rabert B S tudten

Infortmaton

Raymones o Kaprrge
Chanrmise

Hater & Beavag

Lietige Casey

Doviglen B4

Manai, Dernw ook

Reaniti: Famiosls

SRk

¥ Lincoin Massop .1

Vemrn B Wil

Isarancs Trusrensse e
g wasn e
James MUt
Chawmar
Nelson 5 Dinbant
Fnestt (SIS T
Julian B Giliesge
fenmeng 5 Moongs

letesringnonal
Petar A et or
Chiginmg)
Alair b Hede
Adrtitew M Bl
Albert J Comey
Wollsarmy &y Girld o esaafh
Waiter =ihnat el
Diarescd Stenn
Barhoia vor Bintiearnco

lvestroem Comperien

James W Ratzian’
Chairsnzn

Jonr Bari e, b
Geoige &
H Day Brgham .
Jorant Fookeos
Jotn W Ginlhi aih
duliare At e
James R onn ke
ok oMY
Gaorge W M-
Bichar bow»

Thaeemer A 70

Jont industy Gosernnnes o
Cornrnittes n Sosb
Busingsy Financing
Wil am b ese b
Charrzan
G Lnternae 2o
St Ny Ab o
Jobrepbhes s Dairea
Erovasi b oidicgy
Wilamsos: S i By B
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Long Range Plarning
Eugene Arnoid. Jr
Chairmnan
Robert B. Googins
James ¢ Keegan®

David W Masker

J. Stephen Putnam
A A Sommuar
Robert ‘W Swinartan
lohn A Wing
Sotdon 3 Magkiin®

Municipal Securites
Pobert & Scihchting
Chasman

Hobert & Atkinson, Jr -
Donald F Banmiweii,

Charles & Garland. Jr
Gedale B Horowitz

4 Kavin “anny
Wilfiam Kongratuig
Willam S Magnus
Eugene & Sheprerd
Thomas ¥ Yarciiey

NASDAQ
L Petersen*
Chanman
James £ Jarmeson
Gitbert M Lathrop
Joho g Morteon

W Lincoin Mossop. Jr

Fradenc Fitereiser
Thormas ( Suilivan
Thomas W Sullivan
Howard Tepper
John ) Waller
Kenneth J Wessa's
Donald £ weston®
Stephan § Wian
[Yavici N Myies ot

WNational Marsal Sysiamn Design

o Stephen Putnarr
Chairran

Fichard L Yove

Feter A Byrne

Faymond o Kaunowsk

Bernart L MacioH
Raymond Maeselsonn
Mason T New”
Robert W [-arker

L C Patarsen”
Harold A Pk
Lawrence . Welite
Wunaeth | Apg i

National Markest Systam
Sacurities Quantications
Oouglas H . urhs*

Chaemnan
Haobert [ Hertbergy
Haymond J wugrnan
L2 Petarsen”

Witliamson & Stiuckesy, Jr *

Thornas & Sl an
Donald F Wiastoe

Natonai Market

Systerm Trading
Mason T, New*

Chairrnan

George R Fairweather
Murray L Finebaum
James C. French
Bermard L. Madofi
John . J McCanthy
Fredene Rittereisar
Jacoues 5. Theriat
David W Wiley, Jr.*
derey Williarms

Ouvhions

Jdames Quarto
thaiman

bidward S Amold”

Mikg Epstein

Ben@amin I, Lubin®

Diavig Marcus®

Jeremiah A Muiiins

Fichard Purkiss

Theoaoia M. Parkowski

Fradeic Rittereiser

Witliam: W. Strawther, Jr."

Qualificanons

James § McCormack*
Chaeman

Jdohn i1 Harlt

[ tarct Blue

Gerald 0 Branze

Samuel M. Chase. Jr

Gien Gwang

David Marcys®

Leonarr Mayer

Georgs W Meyer

W Lincoln Mossop, Jr -

Alan Pegan

Wayne G Skaggs

Willlam 7 Suplea, II1*

vetror: H Willrg®

Heal Estaig

Hobari i Franklin
Chairman
Sarnuei M Chase, Jr
Ruard £ Landay
John R Larson
Wiltam 8 Madden®
James | Matison
Steven Miler
Maszon T New*
Howarag G Pizar
Petar Cipnian
Burton £ Samth
Walter & Turner Jr

Rexjis ration

® Moran

Frober A
Ancrrew

Hamar”
A Blhumt
Argy

¢ Pl
By Jornhin
Maiiia Rung
Arnolgt Sactirnn

W Slewsr Store
Havig v wWinger

Ratireimemnt Man Reviaw
John 2 Wng
haiman
Emest £ Cragg
James J. Mconm ack
John C. Prant
James W Jatzlane

Unifom: Pratics

Ralpt. Gosuely
C airm ar

Henny G A exaride
Lyle W Dang
Robeit <. (igyen
Francas B Dyieg.
Benjamn | Lubin
Robert A N
Maurie J g
John . Prir tow*
Helert Sneniuman
James F. W adie®

Varighie Contracty

James J Mo Comna.k®
Cha.rmnen

Bruce fwvedon
Rabert . Bairc
Harold E1gre man
David I3 #oin
Donal v Kinney
James W Rataiatt
Milten I Sve anics, jr
Conrad § Yeung

AD HOC SOMIATTTEL 5

Saction 24
Alfred J Rauscturigr:

Chivrmar
J. Logait Burle .
Vico (Sha rrnan

Johin Barnard Jr.
J. Coleman Budd
John Daty
Phitip 0. Davidson
Llayd J. Darrickson
Donaid 14 Feuerstar
William . . Fitzpatrick
William Fi Harbrexsh-
William Harman
David H. Klann
John E. Kohi
Robert E Lintcn
David W Megkar
W. Allen Northeuer, H
Michaet & O'Bran
Lewis M. Weston
Samuel k. ‘Wolsot

Flule and B/-i_aw
Amendmen:s
John A Wirg
Chairman
Gerald B Bren, !
Rober R Goog ne
J. Stepher: Putniam
John R Wisor

“NASD Boa Ul of Governors: Member



District Distric 2
C . i ycmo P. Feitnover
ommittees 1980 District 1 Cram ommn & o
Gilert C.. Powers Los Angeles Calformia
Chaiman Yiiam A Timken
Kigder, Peabocly & Co Co-Lhainman
Incorporaied Hembracht & Quist
Seatte, Washingt n ne weacam fan Fraxisco, Californ s .
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The Dhstnet Committees ara
elected by NASDAQ member
firms in their respecive areas
They supenvise NASD programes
m the Disincts and serve as Bus
ness  Conduct  Committess,
which review the reports  of

NASD  examiners, inveshgats
complaints  agamnst  members

condut disciphinary  proceec
INgs and mpose penalties fod
violations ol Federal and stile
laws and of the NASD's Flules of
Fair Prachce. The Chamrmen o
the Disivict Jommitteas are the
Adwvisary Council to the Baard ot
Govertors
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ALASKA
IDAHO
MONTANA
OREGON
WASHINGTON

7 MEMBERS
368 BHANCHES

). Sturidon Jones
Vice Chairman
June 3. Jones Co

Portiand. Orgeor

[Hersens D). Krae

ittt Blarney, Havrie Upoam o ()

W npxmated
Horthwa, Oregon

fdorwud T, Mclaei

Hadtin-Nortiwne! Sacii et
moration

ST, Wantngicn

Aarvee P, Menden sl

lacie Haisay Shaart Shiokct
InComarated

Ciaatiie), Waghixgte ri

M58 A. Moo

Adaent, Hess, Moore & (o

I'oxtierici, Oragorn

ke G. Papesh
Ldumptry Favra, Inc
Sk, Washing ion

Vet J. Pl

Foster & Marshall Lec

Spbuan, Waahing on

Favagit id, Sokder

HRS Fewpnciol Serices, (G

Sirertiin, Mashigho

Eiratkod W Pattenon
Lirector

1117 1M Building

S.rafths Washington 08101

5906 AEGISTEREL REN RESENTATIVES
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CALIFURNIA
HAWAI
NEVADA

358 MEMBERS
1.262 BRANCHES
26,566 REGISTERED
HEFRESENTATIVES

Richad | Bacher

Baten an Bichler HE ek,
INCCADORALR

Los Angates Caitfoe e

Thevnug & Bedsdg
EFoHaRon &
San. Mranwsiseo

Ledees S Brwggn
SeQe anisial Conpxkaie
& Jrdige, Cantewnia

Bty 1. Carie
Edletstain Campbeh & o e
San Francisco Cabiorms

John J Doty
Danwed Feoves & Co mooppois o
Los Argeles aliioma

Dxowrisides R Dhuity
Waldron & (o b
Ban Refaei T antonias

Murray b Fiososnn
Cantar Fitzgevala & Lo
Benemriy Hills Calitoras

Aeooidd 1. Fiodraan
[rave Pt L aivnan
INE oy Rw e s

Sen Figwraser { st

Thsotione 3 ke sy

ELac b cialsay SUAr el
bW iy sarates s

Horwaiani, o

Richare: & Hebogg

Pame ‘Waebber Jacksor £ Catis
Ineorsorated

Los Angeles | aifoirie

James () Kiek

Pare, \Wabber  Jacksiw: § - e
Incodoratec

Sars Freskasco Cabboeia

Thiarsn: £, Miien -
San [iege Sautims Lo xHat. .
San Diega, alfrrrs

Janes | . Owens
Jefeis: & Company I
Loy Argredas  apinine

Lanwgrien H. Hew
rongan Qlmstead e

Qanner, incari
Los Avceles o ahk

Esmast H Ruani
renry BoSwit s G
Sar Fraecisoe -

shinrog
Theadkits F Sx tunats
Ciretor
A28 Caltarmia st
Roorm 1400
San Francisoo o« aiion o Ge 08

Wilharn i Raddirg
Lhrector

BOE Sowithr Qlive Siitess

Lo Angales Califorons N 4



District 3

Michawel T. Hami#ton
Chauman

Hyder and Company

Albuaueraue. Naw Ma oco

.S

e
ARIZONA
COLORALK)
NEW MEXICC

UTAH

WYOMING

118 MEMBFRS
464 BRANCHE'

. 1L
({»A‘!\__ ,\:‘ Wrug{)"\\“{ Sy

F.oward H Sundermann, i
vies Chairman

Haniten, Imhoff & Samtord Ire

Denver Colorado

Richard

Boeticher & Company

Devver. Coloraso

Jurvcs D. Payrm
Otsen & Company
Sart |.ake City, {ftah

Jumes Pack
Caun, Bosworth incormorsdet
Casper, Wyoming

Edwin J. Pittock
E J Pittock & Co . Incogxated
Denver, Coloraco

Acbert W. Plangs

Plenge Yhomas & Nofes
Incorporatect

Phoenix, Anzona

Georgs J. Potter:
Botier Investment Co
Saft {ake City, Uitah

Buron A Struthers
EF Hutton & Comparry I
Tuxzmon, Arizona

Dariene v. Swanson

Marmqudy, Inc
Engiewood, Colorada

Frank J. Bingteii

(Hractoe
W 3 Pt Steerr
Houth 808
Ierrven, Crborado 807

7418 REGISTEREL REPHESENTATIVES

District 4
John E. Hayes

- Chairman

McCourtnay-Bracksn idge &

Company
St Louis. Missoun

123 MEMBEAS
447 BRANCHES

Craan | Sadbior, Jr
Vice Chauriri

frkpatrick, §'2:1, smeh
Polian Inc

Omaha, Neriaska

tradiey W. Exeids
Shearson Loab Bhiaizes in
Kansas City. Missour

Frec M. Cotewnnth
Smith, Moore & Co
St Louis, Misoun

J. Paul Ericiosn

Mutual of Orrusha Funcd
Management Coriparny

Ormaha, Netr arka

A, Wayne Hecrison

Independent |Trestinry
Sarvices,

Crveriand Par«, Kan:as

Jobat H. Henrany

Cieorge K Beurn & Tompa

Kansas City, Missoyn

‘Wroodrow R. (4Coa. ey

Stited, Micolaus 4 Sompany,
{ncomporate:

3 Louis, Missoar

. Soott Perkim

Prarkirms ana Company 0

tiarden City. . (armsa:

Jimeos M. Carxpanc
Liiresctor

911 Main Straat, Suile 22230

Comnimerce Towee Bralding

Kansas City, Missou 1 64106

©.810 REGISTERED REPRESENTATIVE S

Oistrict 5
Jobn O. Roy, 4t
Chairman
EF. Hutton & Company, inc
New Orieans. Lousiana

b

oy, }‘ 1’ Ny \}

Y
»

5
<l ~ -
o

247
e St
AL ABAMA Wililain K McHann, Jr
ARKA_NSAS Vite Chatima
LOUISIANA Starme, Agee and 1 sach i
mgg%%l:m- Birmir ggham  Aianaee s

TENNESSEE David B. Coates

¥.J Faney & Sons 1o

Lintle Rock Aikarsas

Joho 1Y, Diciers
John B Dickey & L.
Paragouid, Arkangan

Joseph D. Joky, Jr
Joa Jaiy & Co | e
Bimmingham Alabama
Joha B, Levert, Jr.
Howard. Wedl Latxxnsse
Frisclrichs incorporatedc
New Crigans. : cansiana

W, Thed McLacin
Doty, Mctaunn & Tuaginr ine
Jackson, Mississipps

Joseph C. Weiker
/ Morgan, Keegan & Campany 1t
Memphis. Termessse

A Duncan Wikiams
A Dumnzan Wiitiams g
Mamphis Tan oasses

Edward J. Newton
Luractor
1004 Richards Buskdig
New Udeans | aiisians iy

94 MEMBERS
311 BRANCHES
5.514 FEGISTERED REPRESENTATIVES



Nistrict 6 District Liistrict &
ﬂll'\ﬂ‘i M Underwood Raipt; C. slen Righard (. Romano
Charman Chairrr e Cha:rmari

Fomano Brothers and Coimgaainy
Evansion. lMirus

Allen & Corpar y
Lakeland Honm

Underwood, Neuhaus & Co e
Housion, Texas

"\
[
¥ "
'/",é‘h
TE =45 Fregdenck L Baker FLURIDA L. Massay Clams an, ILLINOIS

Vice Charman GEORGIA, Vit Chivesmagr INDIANA
Fred Baker & Assuciams e §?|HMRC;A';IOI\JLI~II? eE O aal Bumnat . amba HOWA
San Antoric Taxas M‘S' .E S8 POy et ::f%ﬁiL‘GSﬁ’M it §

Dkara L Bowwek f’ﬂfﬁlﬁ .RHJ Allanta £ iy RORTH DAl 4 it b Esriomen
Jobgy Buveen A o Inconaoraied VISGI ISLARTS Dokl 4.+ tonshan SOUTH DARCIT o i b e ;*n .
Aupsiie Taxgs R Lewton Ak & Rurka WISONS I oy It e s
sy
[ol nmmMﬁy & o ¥ 3 " Fon ¥rasie o
me Crthari RagHanc & thign, S Hevmrmonig tievicta ot
Fuamrt W i it
. om0 Ghay Redyerrt W iz
i&mw oy Pan_s Wesken, Jpkeor NCON K rew
St P Miches nﬂl ﬂ Ir);x)‘H"uqig(i Mibaatstmg Wheg e -
Epysan, Guann & T ! L aader il Fioog
Omtu Tantes R o o F AT gty
G( MeCed, ., ot Ruvein 3 (G DT et
Rt J Movasy U Elvmiqtiﬁ - e agges Wiy
Meriill Lynch Piaree boewne 2 Nagw e, “orrpgs s ) . '

Serath Incorporacect I Josepiz bt Me- e
Lubltak, Tagae Alwr 5, P4 0iva FIsi of Wi P an U g
Lubbiock Taxas First Ecpuity Corporn ion of Flonda [ A RS
Jarmes £ Trice Miar)  Firn oty
Rache Halsey Stuan st Foarie 13 Sioviity g {::'.';hﬁinr‘w"d" I
. I;"‘“:'E“?“’" Frosi Lobvioe, Baed & Smith pe Spnotier
e Antone. Taxas Chaw erton. South ¢ olir &

(imu E Ly CYobc 1. Htan:
Foiod Webbxe ks, Hobari l‘ﬁrsm.t
& Curtis 1 X Prowa deeti B ostirad Asginznee
CLnExr At o
Fort Veowthy Taxas (x.fn:gmn, TTRREsw b Framticran
t':?»&iwm:qy TR g FAENEY, Frambivaasa:,
Pty 4 ko Nohen e | Al T Fodiessry Wo dg G g

" . o e W H

Laretion Tha Eotunse e biung ey
16540 Meetrussonian Faoera S G Corparny I‘nr;k e ’

Hithing ‘ Allant.1. Gao g Tharchies v Foot
T R Stresg: Ma feaaner hc g g
Udltas Yexas 75007 Begneﬂ Whij o Detrl Mt

e tor
1100 svlanta Ceniar Evrgttts 12 Vi
B O Jagier ame Con, NETIN

250 Piadmonii Avangs NE

Atlantz, Geoi gis 306 Wasl Bend Wist ongns
Johr P( Staptens

Ty 3O g RN SITRTI

Mirss *va[)o;r. LS /TIPS

SO L Wt
Dam, Boswruir (i Orps !
Minfnapols. &dinn LT

Wilder: £ whie
Bacon ¥huole 4 O
Chirseg st e ;

Pl iaed 3 eyl

Charne Nivaroar - ep - L,
Core ey

(S TP eT

X

£ Crang Deartorr

Cheeony
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jd{. L% .-’H’.f. HAJ‘ 196 MEMBERS L2207 BRAMNCHES .‘1’xlmw r“

*dsjj ﬁ’?lu\[.rl&’] I K1k g g HOB BRANCHI:€ Lij 766 Fip( ““, TEF rEEf) Ccag: Hime s sy
FOOS REGETENED PRESENTA (v & T4.15% REGISTERED REPRESE~ AT VES REPRFSENIATIVE:




District 9
Provtice E. Brown
Chairmarn

Johnston Brown Bumertt & Krght

e

Lousville Ken!qck‘

KENTUCKY
OHIO

i MENBERS,
314 BRANCHES

H Keith Allen
fre Ohio Comgany
Calumbus, Ghio

W Put Connars
Conners & Company. Inc
Cincirmaty, Oho

Pater B. Halidary
Yecos & Comparry, i
Calumbus. Otuo

Joveph M. Hickey

Prescott. Ball & Turben

Cleveiand, Ohig

Jarweu 1 Luntz

Meni Lynch, Piere, Fanner &
Smith incorporated

Casitor. Oha

James C. Stone, (1
J LA Hihart WL Lyons., lic
Lo gvilia, Kantucky

Willem B. Summers, Jr
WcDionald & Company
Clevaiand Ohio

St hven 1. Wolle

3 J Wolts 8 Co

aylon. Ohia

Beope W, Mann, Jr
Dwsctor

(O} “neviow Plaza
bAvaHana. i dd 114

HOBH RECISTERE ) BEPHESENTATIVES

District 10

Edmund J. Cashman, Jr.
Chaurman

Legg Mason Weod Waiker,

Incorporatend
Baltirore, Ma 'Vl md

, @ -
L.

District 11

Rudotpt C. Sander
Chairmarn

Janney Montgomery Scon, Inc

Fhitadelshia Per\nsytvama

‘n\

fm "‘*

DISTFNCT OF COLUMBIA
MARYLA|

NORTH CAROI INA
VIRGINIA

Edwin B. Horer, Jr
vica Chairman

Homer, Barks rlaie & (o
Lymchburg, V rgina

Ruth G. Adier
A G, Edwards & Scia, [~

DELAWARE Richard J. Baisat
NEW JERSEY~ Vice Chamiman
PENNSTYLVANIA ParkerHur ter 1nc

WEST VIRGINIA

“With exc.eption

of counties adjacem

to New York C

City

Pittsburgh, Pennsyvivania

Charies J. Anderson
Deiawars Managernert

Cherey Chase, Mayiand Cormnpanvy, Inc

W C. Boinest Prilgdeiphia. Penrsyhvanna

Craigie incorg (vatac! John L. Doiphin

Fichmond, Vir jinia Dolphin & Bradbury

Jukan €. Gilergie Philadeiphia, Pennsytvaris

Johoston, Leron & ('g Thomas A. Grey
NOOfpoOratec Butcher & Singer Irc

Washington, [© 2

George W. Grives, !

NEL Equity Se vices Sorporson
Washington, ) (¢

Thomas C. Locney
Wheat, First Sazuntie,

Philadelphia, Pennaytvani

Richard A Purkiss
Dean Wittes Reynors Ine
Rydale. Pennsyivaiia

Samusl R Robb, Jr
Shaarson .08b Rhoades,

Incorporated Piftsburgh Penpisyivarus
Chartotte, Mo Casol ng Sa i A Floberts
G Lowis Michats W H Newbold's Sons & 7 g

Carclina Securitas Corporation
Redmgh, North 1 amiieg

Philadeiphia Penns vivar.
Evan A Rosser, Jr

Juin M. Waish Lvan A Rogsar & Compary
Juin M. Walsh % Sorm Witliamspot, Pennsyhean;:::
Incorporataa Harold F. Scattergooxi. Jr

Washington, O (2
Thonas P Fonge

Boanning & Scattergood 1
Philadialptiia Pennsylvar:

e L60ge 5. Vweaver, Nt
e , ; ,
(-ié;L’:erStmer i Hazlen Bur & Watson 1o

Washingion, 3.0, 2t¢x 6

whesling, vest Vitgrie

103 MEMBERS
411 BRANCHES

12 458 REGISTERED REFRESENTATIVE S

Fobert S, Woodcock
Hopper Solrday & Cur . Inc
Philadeiphia, Pennsytvania

Fobert B Gibmors

Director
1818 Market Street 12th | x
Philadeiptia. Pernsytvania 2100

194 MEM3ERS
523 BRANCHES
16169 REGISTEHFD HEPRESEATAT R

S



MNEW YORE CITY”

RISV LA TRt 1T
WY angd BN iwgirnaes

15 MEMEERL
70 BHANCHES

Districd 12
George W. Benait

Chairman
Marthews & Wrght. Inc
New York, New vovk

A Jamas Jacoly
Vice (Chasman

Bet & Co

Mew York New vorn

lgvers .l Bok, ir
Ulgivoty & Belt o
Ry YRk, e 70t

Banvaad B Bobe

hatwcd ot & o irg

et York, e Yorh

Jotw F Beywn

Mosalerny Hadgmtan Estabrook &
Weedern Inc

e Yok [N Yok

Peger O Byrow

Ukagiry Wiitaw Flenmiokds 17

Narr Yosrk NMew: Vik

S8 & Coner

| efumian Brothers R ot
lrren P dledi

M YoOrE e Yo

Fabimt i BAGY

Matieanie de Bary Co
f LA BLS

Mams Yot Nwz towk

e O BEGISTERZD RFHFHFSEMTATIVE!

2t

william H. Fickel

Matropoditan Life nsurance
Company

Mew York MNew: Y orh
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National Association of Securities Dealers, Inc. and NASDAQ. Ine
BAILANCE SHEFTS

September 30,
1;;83 ig‘l’g L
NAGDAU  Consolidated NASD NASDAQ  Consohidated

NASD

Assets
Currenl assets
Cash $§ 203095 % 178,701 & 381,796 § 231,890 § 143415 §  3V5.000
Marketable debt securities, principaily U.S.
Govarnment, at cost (approximate market
valug for 1980: NASD $13.132 867,
NASDAQ $11,769,767; for 1979 NASD

$12,734.000, NASDAQ $12 796 000) 138927350 11831850 U5,859.011 13,062,073 12,951 818 26003 4
Inferest and other current receivables o_LM95,296 0 1,097,526 2,379,234 934,940 1,273,509 2 050 720
Total current asseis 15,525,041 13,208,052 8,620,041 14,228,903 14.374.74r 7B 459 0o

Investments in
NASDAQL, Inc.. at equity in net assets

(Notes 1 and 2) 12,991,169 10,946 705
Kational Secunties Clearing Corparaiinn, at
cost -Note 2) 00,000 10,000 300,000 300,004
Uepository Trust Company. at cost (Note 4) 191,260 191,260 199,583 195 53
Special imrestment account, at lower of cost or
market (Note 2) <62,645 252,645 267,916 26790

Data processing, subscriber aquipment and

software, at cost less accumulated

depraciation and amartization of $8,482 684

(NASOAQ) in 1980, and $7.994.060 in 1979

(Note 2 455,556 1,459,086 1,894,642 803,429 B340y
Land, huildings and improvemants, at cost less

arcumuiated depreciation of $598,443

(NASD) and $86,724 (NASDAQ: in 1980, and :

$615,000 in 1979 (Notes 2 and 5} 2875212 113121 4,042,433 2,957 361 2958 3t
Fumiture, aguipment and leasehcld )

Improvements, at cost less accumulated

depreciation and amortization of $28,213

{NASD) and $22,214 (NASDAQ) in 1980, and

$3,000 (NASD) and $85,900 (NASDAQ} in

1979 {Noie 2} 53¢ 80 213,065 135,942 62.129 134,120 10 A
Niber assets 294,695 298,695 255,016 12,620 267 (o

833,430,955 $16,017.44 336,345,658 $29.211,613 515,320,911 8934211

Liabliitles and Association Equity
Current liabititles

Ascounts payable and accrued expenses $1,622971 § 1,026,265 § 2535674 $ 1658016 § 377.206 & 1 87 i
Prepaid NASDAQ issuers fees 2,122,882 2,122,882 1,767,348 7,340
Lians payable, 5%—6% 320,250 20,250 320,250
Current portion of mortgage payable 124163 124,163 117,533
Current portion of note payable Note 5) 2.000.000 2,000,000 2,000,000 2 O i
[otal current liabilities 4,190,266 3,006,2¢5 7 10,969 3.863.147 2.377.206 6076 655
Long-term liabilities
Avcrued deferred compensation 26¢ 645 262,645 267 916 26795
Moertgage payable (Note 5) 582,070 552,070 706,233 VAR
Niite payable (Nute %) e e 2000000 006 O
Tatai | abilities 5,034,981 3,026,265 ',947 684 4,837 296 4,477,206 Gotihg Y0
Assuciation equity 28,397,974 12,991 169 24,397,974 24.374 317 10,946,705 2& )0

Commitments and contingencies
(Notes 5 and 6)

315,658 $29211613 $15,323,911 534 42 11

533,432,955 $16.017,454 §




National Association of Securities Dealers, Inc. and NASDAG, o

STATEMENTS OF GPERATIONS AND ASSOCIATION EQUITY

Incoms

Membar assessmants and hranch office fees

NASDAQ user services feds

Regjisierad representative taes
Applications
Examinations

Carporate finance fees

Fines

Inferest ang other

MASIIAL issuars feas

Hegulatory service NSCC (Nole 3)

Lxpangns
Salanes and employse henefils
Systam operaior’s fees
Travel, meeting and investigation
Pubbication sipplies ana pustage {nat of
pubiication sales of $90 745 19806 and
S $H.000 in 1979) “
Professional and ofher services -
Oceopancy [er of rent 1acenen of $279, 290
i 1GRD and $256. 000 1 1979;
Tuiephone and office
Intarest
Depreciation and amaortization
Pata processing 3nd transmission (nat of
cumputer time sales of $151.070 in 19480
ang $104,000 in 1979)
Cther

Kai Ineoms
fAS
NASHAQD, e

Corsohdated

Assiciation equity, beginning of year
Asguctation equity, end of vear

3

Yiar Ended Sepiember 30,

(LU — s
NASD  WASUAU  Consolidaied  MASD  NASDAU o
§ 9.203,639 $ 9.203,639 § 7.872,3NM b
$12.094.890 12,094,890 $15 274 616§
2107 265 2.107.265 1,361,601
2,7313,596 2.730.596 1,371,878
2.1349.080 2,139,080 1,127 073
453,755 453,755 405 052
1.645,337 1,422,646 2,954,363 1,360 012 i.015.435
4,133,487 4,133,481 3 177 RhR
LBUBAEIR 1094833 795iv0
23507066 13517536 _BSI102 17,470,735 16280051 8

14.746,524 2485629 17,230,153  11,938.241 1.348.97¢
LeTEEE 361,572 4,058 38
1 746,606 449719 2,196,325 1,323,264 156 597
i 230512 LR REY 1,495,364 988.810 107 501
1 441,365 495,280 1,859,766 487 174 293 772
474,566 ELBREL 1,447 212 959 30 474 M

764 883 187,934 952 822 5649 1152 Kl fhb
42,373 2B 322,373 48 649 446 H00
108 656 604,328 716,984 83.183 1,561,231
416,924 1,797,9¢5 2,151,108 354,366 1,460 971
56,384 843,152 904,566 55,844 231,993
21.528,793 11,473,072 32.888.245 17207884 106,256 710§ ,
1,979,193 262 851
204464 2043464 6031332 603133
4,023,657 4.(23 657 b.294 183
24,374,317 10,845,705 24,374317 18,080,134 - 4915370 |

528,397,074 $12,991169 $28.307974 $24.374.317 SI0846.7U0 825
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National Association of Securities Dealers, Inc. and NASDAQ, Inc.

STATEMENTS OF CHANGES IN FINA

Financial resources weare provided by:
Net income
Net income of NASDAQ, Inc.

Items not affecting working capital in the
perind

Net incoma of NASDAQ, Inc

Depreciation and amortization

Loss on disposition of furniture
equipment and leasehold improvements

Loss on disposinon of data processing,
subscrilzer equipment and software

Decrease in investment in Depository Trust
Company :

Decrease in non-current investment securities

Proceeds from disposition of data processing,
subscriber equipment and software

Financial resources were used for:

Purchase of data processing. subscriber
equipment ard software

Purchase of iand, buiiding and improvements,
fumiture, equipment and leasehnid
improvements

Increase (decrease) in other asseis

Decrease n long-term note payable

Decrease i jong-term mortgage payahle

Increase (decrease) in working capital
Analysis vt Chdnges 1n Working Capriaf

Increase (decraase) in current assets
Cash
Marketabie debt secunties
Interest and other current assets

Decreass (increase) in current liabilities
Accounts payable and accrued expenses
Prepaid NASDAQ issuers fees
Loans payable
Current portion of mortgage payahle
Retiind of 1ser service fees

Increase {decrease | in warking caprtai

NCIAL POSITION

Year Enied September 30,

1980 o 1979 L
NASD NASDAQ  Consolidutes  NASD NASDAQ  Consolidated
$ 1,979,193 § 2,044.46< $ 262,851 $ 6,031,332
2,044 464 5031332 L
4.023,657 204446« $4.023 557 6,294,183 6,031,332 § 6.294 183
(2,044 46¢) (6.031,332)
108,656 608, 32¢ /16 984 83.183 1561231 1 .544 414
2,476 2978
6,500 6,500 28,165 28 165
8,523 8,923 9,579 957
4,494 987 4,494 487
3500 _ 3500 100,000 100,000
2.089.150 _ 2,662,792 _ «,761,%4¢ _ 4,850,500 _ 7,720728 12,571,328
455,536  1,212.472 | 565.128 55,191 85 14|
506.233 - 1,278,679 1 /B4 412 113,446 50,016 163,467
43,679 (12,620) 3059 35,733 (12,140) 23 5497
2,000,000  2.000,000 2,000,000 2,000 600
124,153 e 124,153 117,532 117 532
1.J29.631 4,478,531 568,152 266,711
§..969.519 SUBMSTI00S (8460700 § 4,583,689 §
$ (28,795)$ 35286 § 6.491 § 40,510 §  (47.967) %  (7.457)
865,077  (1,019,957) 156680} 5489366 4,071,164 9560 530
460,356 {181,989} 326 488 37,762 209,863 247 625
1,296,638 _ (1,166,660) 180,099 __ 5,567,638 _ 4,233,060 9,800,698
35,045 (649,079  (664.155)  (555,234) 43.923 (511,361}
(355,534) 1345.534)  (101,939) (101, 4239)
(320,250) (370,250}
(6.630) i6.610) (6.276) 16,270
S 1350678 1300 078
1327119y (648.079) (1 (983,749) 1,394 501 410850

S__969.519 $(1815,739) ¢ (3 29

5 4503889 5 5677661 $10.2¢ 9



National Association of Securities Dealers. Inc. and NASDAQ v

NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 1930 AND 1979

Newe 1 —Organization

e Nanonai Assoclation of Seturnen Mealers, Ing (NASDY 1s 3 not-or prodit rambership
ASKOCIINON astablished [0 requiate he over the COUNEE Securilies markel NASDAC, lac which
was Incorparated i1 1976 tw operaie the wASy AQ quate information systen. Nancrat Cleanng
Corporanor (NCC) anag NASD Marke Seras 1 {MSI) are whally-owaed s bsidianes of the
NSO

e 2~ Sunmary of Significant Accourming Poicies
Hasn of Financal Stateenem Praseatator

he consolidated financisl staternents Midde the aucodis of the NASD NASDALL Inc. MSi
vt NCC afier stinoination of alt SIQiCant I8 ompany iransactions

I Novernber, 1878 the NASD AGUIre 3k the authonzed capital stuck of a newly formeg
COpRranon, MASD Market Services Inc The new vorporalon was fonmed primarily tor the purpose
of estabihing national market faciiies to @ssist the NASL) in carrying out its requlatory respon
sivities and for the benafit of the NASD merribars 0 ther nursuit of etficient execulion of securinies
transactons The assets, liabilines ang Operanans of MS! have been consalidztet with the NASD
1 the acCoimpanyig financial statements Mo revenues wore genaraled hy MSI for the year ended
Seqriembar [0 196(?

NCC oWt a one-third interest in he Natnal Securities Claaring Corporation {NSCC) NCC's
OperaloNs &8 not skynificam Accordingly, e assets {consisting poncipaiiy of ta e astment in
NSI.C). vatit titrs and operations of MCC Fave Lewr! conschdsted with tha NAS[gin thi accompanyirg
friastial statamenis The invesmart NSCIT s carmed at cost since that cerpora ofl is controlled
b it users nf ha cieanng faciities and doas nof intead 1o pay dividends to its sharetolders

Retrarnent Banafits and Dafeired Compensatcs:

NaSD vaimtains a 34vings plan anet a dafirac
empinyeas (artain emplovees have been Qran

enefil pension plan 1or e benefit of all ehgible
xtenyed retirement ang oeath beretts

N&SD 5 pehcy is to fung DBISION CHSS And Lrovioe for the cost ot ather benehls as they
acgiig inturded prior service cosls gie being 20 over a perod of 30 yoais. Pansion and
SavIngs pan cosis ware $1.003.613 and §7A) o tor the years ended Septerrber 30 1980 and
1979 especively As of January ¢ 1980 B car assets of the pian excaadec the aCtuanally
somzsatad valie of vestes Denefits

e Specidl livestmens Accow TBUICHON Iy A ity 501 asde (0 Rad e acones defenred
CENDORITUANION tHCh selite 10 hee fomres OF LUnant amiciKwaes

Dhepwaciaion: o Amoetiztion

4

38 and 0 yesrs raspecivety  Fumituze andg aguoment is by depraciated on a siraighi-line
bigsin oven 10 years ho deptaciation han bear tasen on clate processing equipment as it has not

NASDAL I, s dats Processiyy  subscritier squipment and sGitwarg acgured in ezrly 1978
have ean Ly depreciated Othey NASDACG aquipment siubsequently acquired is bang depre
CHale ] LS wanous Methons over dset Ives oof froam 4 1 10 years NASDAG Ire s bunlding anc
UpRUVeImedis ara being  depreciated on a SNGNEine LasIs Gver Ives of 30 ung 10 years.
FAsE N tivenny

Sofrwarn Costy

Fuve hasens < ofiware, daveioped by omers s captalizedg it has a comnung value and is
GONIStTarest s mteqial part of purchasec hariware Al othear software rasearch and deveiopment
L0818 a8 chargad 1o expense as [elon¥le: ol

Eritrad NASDAG Issusrs Fems

Fremiaunt NASDACH 13uL0re foes are taterred and nciuded it ncoma of the apnlicad;le iscai year

e Taime
PGS in o lax-axemps nOt-lonproli. organizaion WMASTIAG ine has also baes ruled axempl

SIVICES - L) enodic exarnmanor of the Dooks recardy
AnLN 306 nveshgatng the inancal andg speralng cohdih
formemonshin ang acprsing NECC of unusual market ¢ o

N adduon NASD bills NASDAL ne. oy Gire expes
B durng 1980 and 1979 for nese g

froom MAS

30

NAZDAL i 834740777
MECC eaguiatcry fees 1094 233

dnped eceivaisle (pavabie) balances of NASD ag SeptemBben 0 19 B BTG b N
N, and NGO are summarized as foliows

NASD receivable (payatis)
at Sientamber 3

1380
NASZAC Iy $183.804 / 2
&L 313 454 jERlt

ffectve dcioner 11979 NASD changed «s method of alcylate
adimristaat « axpenses 1o NASDAD e Tre new mathad of g
revernie dr corrpared (0 combwied raverues in Lhor years
NAZDALYY et salanes, The chnange resuited 1 the allocah;
XN NALTAQ. Inc dunima the cirrent yog,

Rta é-- Inwamtrent in Deposiiary Trust Company

Farsuani . apan 1o diversify ihe ownership of Deposaor s Trusl @
S8l teguali -y and ofher prganiralions. i Gcloner 1975 NASD
Sha s of D17 e tha New York Siock Exchange Enttlement 1o pw
83 1 year by ¢ usags of its facililias Since 1975 NASD his Fliee e
WHER 110CE aiy i BOUST TS HOIGINGS 10 1S Fouetermnea entilemm, . et W
o e g e ine sharas of D10

MRty B ok Fortquae P e
NASD & L gned Luddings ave pledged as SeCcUrily for u 5% inortg,
Rayable: tircugh 1985 in equal monthly instaiments of pring-pal ane s

NASL has Juarwitoeq payment of a 1012% note issued by NAS[A()
is poyable o anm-gi nstalmants o $2 (00 006 througn 198

Iiel-

seipoaf oo

Now - Corwrar s and Cortingenciaa

I connee s et the OREFEIDNS Of 1S distnct Offices MASL weyee,
locaions OF g 2 squment renial expense amourted o $1 004 4;
Jeal ended, Sepamber 30, 1980 ang 1979 TRS0eC! vl
sutteedirg ! seal cears are as follows. $i 067 JX% i At
3835017 UBL. 8735829 uin TUAS anc 85 PR 547 fror
baycnd " The maority of these lezsas <.oian essalnion
RFOL 3y ans building operation casts

Q1 Fabuan ¢ 1976 NASDAGL Inc entered avg an agresmenr i
parfiams ceroin sarvices 121aing o the opergion of the NASTAC, sysle
AxDitr 00 R W 1981 and the payments s hiscal 1981 1o thas date wili be 3
It 1icured otficy and equoment reral expense of 8883 200 and QR
Septrhe B0 1560 ang 1978 iaspechively. Minimum am niimers, «
SHCCIHBO NG Nl years ara as foliows, $663 342 in 1981 3¢ 143 Qe e
BT T45,%4E 0 9HA §1,143.998 i 985 and $1 505 264 11 1986 1tk

R

B T AT e

==

feen f ool and ceviawi state Aand Gy neome tacas in Mowembaer 1980, MG applied for an [ e oy (year, the compaines entered 1INt contia s’ o B
QUSRS TrOrT figTaE Inc0enn taxes CLRTELteT Mane and sofbvare. AL September 40 1980 e Vg e
i agresments w8 approximately 56, 700,000
Mokt 5 - Releten) Forfy T ravvsactions There ! DiCCeeaIngs LEndING against the NASLY 4 sd atit o et Ty
NASDAC inc unizes the servces of NASL) erployees In addition, NASD provides NSCC Delisue Upnaf the opinion of counser. 1hat han:es ar EIRTY IR TS 3
TEQUIA Y nerviies fIAING 10 NALL Insfohee whet # Also members ot NSCO Such requlatory will 10 have ¢ natenatly adverse etfact on the MASH
REPORT OF INDEPENDENT ACCOUNTANTS
l'o the Roard ot Gavernors of
Natonal Association of Securities
Dealers. Inc. and NASDAQ, Inc.
I our apinion the sicompanying individual and corsolidatect balance sheets and the refaied state nes
of operations and Association equity and of changes in finar-cial position present fairly the financiar posiions
of trer Nationai Assaciaiion of Securities Dezalers, Inc. (NASD) and its subsidiary NASDAQ Inc. ai Sepicmibser
A0 1980 and 1979 ard ihe individual and consolidated results of their operations and the changes nitwr
Losncial positon for the vears then ended, in conformity with gererally accepled AUCOUNntNG pinsipiog
corsistently appled O examinations of R se statements wars made in accordance Wb ey
ceeepted audiing standads and accordingly ncluded such 'esti ot the accounting recorde, ang o oo
auciing procedures o- we considered necessary in the cirsirsjances
Wash ngton, 0 C
Hecember 23, 1080 Price Waterhon 5o 5 0
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Purposes Of The NASD

To promote the investment banking and securities business;

To standardize its principles and praclices

To promote high standards of commerzial hor Or and to prormote
among members observance of federa and state securities laws;

To provide a medium through which the membership may consuit
with governmental and other agencies;

To cooperate with governmental and other agencies in the
solution of problems affecting the securities OuLsiress and inves-
tors;

To adopt and enforce rules of fair practice in the securities
business;

lo promote ust and equitable principles of t'ade tor the projection
ot invesiors,

To promote self-discipline ameng members; ard,

To investigate and adjust grievances betweer the public and
members




