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Highlights of the Year

NASD membership reached an all-time record high of 4,885 firms, and the number of registered

representatives climbed to 296,000,

Total NASDAQ volume skyrocketed to 15.9 billion shares, nearly double the 8.4 billion shares traded
n 1982, while the NASDAQ System achieved an up-time rate of 99 percent.

The dollar amount of public offerings filed with the NASD for review of underwriting terms soared to

$84.4 billion, up 88 percent over 1982.

Over 200,000 qualifications examinations were administered, 63 percent more than in 1982.

Two new services, the NASDAQ Options Program and the Small Order Execution System, entered

the final design stage.

Participation in the Central Registration Depository grew to 43 states and the District of Columbia.

"The Trade Acceptance and Reconciliation Service commenced operation with 33 members as initial

participants.

The NASD’s surveillance staff conducted 3,487 examinations of broker-dealers’ main offices

and branches.
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To Members,
Issuers and Friends:

One NASDAQ) stock, MCI Communications Cor-

T he year 1983 was an outstanding one for
the NASD and NASDAQ. Activity in

poration, established the highest single day’s vol-

the NASDAQ) market climbed to record levels.

ume for a stock ever recorded in any U.S. market

NASDAQ’s market within a market, the National

when it traded 16.5 million shares on August 23.

Market System, grew dramatically during the year,

Each of the seven NASDAQ indexes established

establishing itself as one of the premier securities

new records during the year; all but one closed the

markets in the world. Long-standing NASD records

year with substantial gains..

were also broken as the number of members and

In 1983, media coverage surged as major news-

their registered personnel soared to new heights.

papers here and abroad published feature articles

In addition, through new and innovative uses of

on the NASDAQ) market. At year-end, more than

computer technology, numerous improvements

100,000 terminals were receiving NASDAQ quota-

were made in the Association’s regulatory pro-

tions-—with over 8,000 of these in more than 30

grams. Also, several new member and market ser-

foreign countries. Two studies prepared under the

vices were brought on-line while others entered

auspices of Texas A&M University concluded that

the final design stage.

the liquidity of securities of similarly capitalized

A key ingredient in the success of the NASDAQ

companies is frequently greater on NASDAQ than

market has been the continued dependability and

on the exchanges.

reliability of the NASDAQ) System. Due mainly to

NASDAQ’s National Market System, made up

a major service quality program launched in early

of NASDAQ) companies meeting special financial

1983, the System achieved a 99 percent up-time rate

and market standards, attracted record investor

despite heavy load demands created by the‘/largest

interest in its first full year of operation. Distin-

share volume growth in NASDAQ history.

guished by last-sale reporting and running volume

‘The previous NASDAQ) volume record of 8.4

figures, NMS has added a new dimension to the

billion shares set in 1982 was exceeded by mid-

trading of NASDAQ securities and hundreds of

year; and by year-end, volume reached 15.9 billion

NASDAQ companies have voluntarily requested

shares. On June 16, NASDAQ daily share volume

National Market System designation for their

neared the 100-million mark with a single day rec-

securities.

ord total of 95.2 million shares traded. Aggregate

Work on expanded member services continued

NASDAQ share volume, which equalled three-

throughout 1983 with several programs scheduled

quarters of NYSE volume at year-end, exceeded the

to come on-line in 1984. NASDAQ, Inc., will intro-

NYSE daily volume on seven days during 1983.

duce computerized collection and dissemination of




Gordon S. Macklin,

President, and

Norman T. Wilde, Jr.,

Chairman, seated.

mutual fund c quotatlons and will begln a major up-

The "Trade Acceptance and Reconciliation Ser-

grading of the NASDAQ System from its present

vice (TARS), which came on-line on a pilot basis

125-million share day capacity to a 200-million

in 1983, was implemented by the NASD (o stream-

share day capacity. The initial phase of the Central

line the trade comparison process. During Phase I1

Registration Depository, a centralized, automated

of TARS, the service will become available to all

registration system for securities industry personnel,

NASD members who belong to a participating

will be completed in early 1984 with the addition of

clearing corporation.

five more states bringing to 49 the total number of

NASD Market Services, Inc., an NASD subsidi-

JUFlSdlCthHS on the system. Preparations are also

ary, continued its efforts during 1983 to develop the

underway for the second phase of CRD which will

Small Order Execution System (SOES) to permit

permit the input of broker-dealer registration infor-

the automatic execution of trades of 300 shares or

mation directly into the system.

less. The system has been extensively reviewed and




discussed by the NASD membership and is, in our

It appears at this time that 1984 will be another

opinion, vital if traders are to keep up with the even

very active year. Thus, it will be extremely impor-

greater NASDAQ) volume which is expected in the

tant for the Association to continue to depend on

coming years.

volunteers from the industry’s ranks who donate

The NASD anticipates SEC approval of its pro-

their talents and energy to insure the vitality of self-

posed NASDAQ Options Program in 1984. This

regulation in the securities industry. We would like

program, actively developed in 1983, will permit

to thank these many people and the staff of the

investors and market professionals to buy and

NASD for their efforts on behalf of the industry.

sell standardized put and call options on qualified

With this dedicated support, there is no question

NASDAQ NMS securities and the NASDAQ) fam-

that the NASD will meet and surmount the chal-

ily of indices. Innovative second-generation options

lenges that lie ahead.

trading concepts are being built into the proposed

NASDAQ Options Program including a small or-

der automatic execution system, patterned after

SOES, and a “locked-in” trade feature for trans-

Norman T. Wilde, jr
Chairman

action reporting, comparison and clearance.

NASD membership reached an all-time high in

1983 of 4,885 firms. 'To deal with this increase in reg- / l/ M

ulatory responsibility, the NASD took a number of

Gordon S. Macklin
President

steps to streamline its field inspection program. It

also enhanced its surveillance capabilities with the

addition of microcomputers for District Offices and

the development of several new and improved auto-

mated surveillance reports.

To expedite the qualification examinations

generated by membership growth, the NASD has

continued to automate the testing of industry per-

sonnel through the PLATO System of the Control

Data Corporation and to integrate the operation

of this network with the recordkeeping functions

of CRD.




~ TheNASDAQ
~ National Market System

NASDiQ terminals

and circuits are contin-

uouslj monitored by
the NASDAQ Network

' Diagn(}stic and Control

Systerh. By means of

this system, network

operators are able to

locate problems, identify

their causes and take

steps {o restore service

pro_mp‘tly.




NASDAQ NMS
The Market of Today and Tomorrow

T he NASDAQ National Market System matured in 1983, establishing itself as a major national and
mternational market. This computerized marketplace successfully provides qualifying NASDAQ

companies and their investors with advantages available nowhere else: up-to-the-minute volume and last-

sale information and competing multiple market makers. NMS puts technology and competition to work

for investors and represents, in dynamic operating form, the marketplace of the future.

The advent of the NASDAQ National Market System in 1982, followed by its smooth, rapid expansion in

its first full year of operation, capped a decade of remarkable achievernent since the NASD created the first

electronic marketplace for securities and began a period of growth that has made the NASDAQ) market, in

terms of dollar volume of equity trading, the second largest in the United States and the third largest in the

world, exceeded only by the New York and Tokyo Stock Exchanges.

The NASD created NASDAQ) in 1971 using modern computer and communications technology. The

NASDAQ) National Market System was begun in April 1982 with 40 companies. The start-up of NMS was

the culmination of several years of planning, and it responded to a 1975 congressional mandate for the use of

new technology to link the various markets to create a broader, more efficient, more competitive national

market system. During its first 60 days of operation, daily NMS trading volume averaged about 3.35 million

shares, or 80% of the contemporary volume on the AMEX,

Historical price and

trade information on

the more than 4,400

NASDAQ securities is

maintained in the tape

library in the NASDAQ

Central Processing

Complex. Information

is routinely extracted

from these files for

market surveillance

and research projects.




William G. McGowan,

Chairman and Chief

Executive Officer,

MCI Communications

Corporation, appeared

before the October

1983 Conference for

NASDAQ Companies, -

and explained his

company’s views on

the NASDAQ National

Market. In his remarks, he

said that, “We NASDAQ

issuers are an extremely

important part of the

NASD process and more

of us should strive to

contribute to it.”

Success led to public introduction of NMS on June 1, 1982, when last-sale quotations and running volume

figures became available during the day. The information went into the System within 90 secconds of each

trade. At the end of the day, total volume and the high, low and closing prices were available, rather than

only the closing best bid and asked prices traditional for NASDAQ.

NMS was initiated with what the Securities and Exchange Commission designated as Tier 1 companies,

those meeting certain market and financial criteria and mandated as part of NMS. Tier 2 companies were

designated as qualified for voluntary participation and several hundred have joined. As of February 1984,

there were more than 700 companies whose shares were included in NMS.

Favorable comparisons have been drawn publicly by NMS companies as to the quality of the NASDAQ

market with that of the specialist system of the exchanges. MCI Communications Chairman William G.

McGowan cites the example of market events following the Department of Justice announcement on a

Friday afternoon of the break-up of AT&T, a competitor of MCI. ‘Trading in AT&T stock was halted by the




New York Stock Exchange specialist and did not resume until late Monday. Meanwhile, MC shares were

traded through the entire period by the company’s 29 competing market makers. Says Mr. McGowan:

“MCI traded from noon on Friday through the market close, and then on Monday morning—over $75 million

worth of securities, with a multi-market maker system. The multi-market maker system worked extremely

well for us—and for the market makers, too, by the way.”

The rapid growth in the number of NMS companies has firmly established the critical mass essential to a

successful market, and prominent companies such as MCI, Apple Computer, Tandem, Intel and Tampax,

Inc., add a leadership dimension to the NASDAQ NMS market. More companies will be joining under

present criteria, and efforts are underway to persuade the SEC to change the criteria so that more than 2,000

companies could eventually be qualified.

By the end of 1983, a profile of companies and their securities traded on NMS had emerged. The average

share price was $20.15, and there was an average of 7.7 million shares outstanding. Of those shares, the aver-

age float was 5.6 million and market value was $154.4 million. Each company averaged 10.6 market makers.

As for the companies themselves, they had average assets of $502.7 million and equity of $79.4 million.

Their revenues averaged $172.5 million, and the net income level was $8.4 million.

With companies and securities of this substance, volume growth and demand for services on NMS can

be expected to continue. The NASD has made a major investment in upgrading its technical systems to

Through implementa-

tion of state-of-the-art

automated systems,

in 1983 the NASD

processed a record

number of broker-deater

registrations, qualifica-

tions examinations and

applications for inclu-
sion on NASDAQ and in
the National Market

System.




The heart of the
NASDAQ National

Market System is the

computer complex in

Trumbull, Connecticut.

Through regional,

private lines linked to

regional concentrators

located in Trumbull,

Chicago and San

Francisco, members’

terminals communi-

cate with the NASDAQ

Central Processing

Complex.

accommodate such demands and new services are scheduled to augment those - already available. A rotal of

$3O OOO OOO has been spent since 1980 on computers, concentrators and terminals representing the current

state- of the -art. The System can now handle 125-million share tradmg days, and plans are going forward to

prov1de the means of supporttng NASDAQ trading days of 200 million shares.

The Computer A531sted Executlon System (CAES) was used for the ftrst time to execute transactions in

NMS issues during 1983 In 1984 the Small Order Executlon System (SOES) will be ready for use. SOES

w1ll automatlcally execute small orders agamst the best quotations entered in the System and thus will equip

market makers w1th the capablhty to handle greater volume more efflClentIy

Asa system based on computer technology, the NASDAQ_ National Market System can take full advan-

tage of its potential. The NASD 18 determlned to make the NASDAQ) Nanonal Market System reallze its

promise as the marketplaee of the future and the embodlment of the words ‘National Market bystem




Comparison of Securities Markets —
A Five-Year Review

Share Volume
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Operating Review

N ASD operations in 1983 spanned a full range
of activities in three key areas: Automation,
Member and Market Services, and Regulation. In
the Automation area, NASDAQ System reliabil-
ity and up-time were greatly improved. Expansion
of the NASDAQ) National Market System and the
Central Registration Depository/Firm Access
VQ'uery System in 1983 represented major progress
by the NASD in terms of scope and quality of ser-
vices it provides the investing public, issuers and
members. In the regulation area, 1983 was a

year in which the NASD’s responsibilities grew
significantly as a result of a substantial increase

in the Association’s membership and record ac-

tivity by members in virtually all areas subject

to NASD oversight.

NASDAQ:
A Most Spectacular Year

By every measure, the NASDAQ market achieved

prominence and maturity in 1983:

* A trading volume record of 15.9 billion shares
was almost double the 8.4 billion shares traded in
1982, and well over four times the volume of
five years earlier.

e A record dollar volume of trading of $188.3 bil-
lion was more than double the $84.2 billion in
1982, and more than lour times the dollar vol-

ume of NASDAQ market trading in 1979.

The number of companies whose stocks were

NASDAQ Dollar Volume NASDAQ Average Daily Volume

(in killions of $) (in millions)
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traded in the NASDAQ market reached a record
5,901, an increase of 637, or 19.5 percent over

1982, and an increase of 1,426, or 53.4 percent

over 1979.

Among the other volume records set by the

NASDAQ market in 1983 were:

* The highest single day’s volume for any stock in
any U.S. market at any time—16.5 million
shares of MCI Communications Corporation
stock traded on August 23, when MCT traded
more than all the stocks in the Dow Jones Indus-

trial Average combined.

¢ Average daily volume of 62.9 million shares com-

pared to 33.3 million in 1982.

® The highest single day’s volume for the 13 years
of the NASDAQ) market—95.2 million shares on
June 16.

® The highest monthly volume for the 13 years
of the NASDAQ market—1.75 billion shares

in june.




The U.S. and World Significance -
In the United States, the NASDAQ market has
flrmly established itself as the country S second
largest Although NASDAQ ranks f1rst in terms
of the number of companies traded in a single 7
market the NYSE still leads 1n a number of statis-
tical categox 1es, while the AMEX stands a dlstar_l_t_m
third. In 1932 NASDAQ volume was shghtly more
than half that of the NYSE; in 1983, 1t was nearly
three- quarters of NYSE volume. On seven days
durmg the vear—-—May 27, June 24, June 27,
July 12, August 23, August 29 and December 30
—NASDA(Q volume exceeded that of the NYSE.
NASDAQ_ volume is nearly three times the com-
bmed volurae of the remaining major national
securities exchanges—the American, Boston,
Cincinnati, Midwest, Pacific and Philadelphia
Stock Exeha.n.ges.

Internationally, NASDAQ) has become the
third largest market in terms of dollar volume of
equity tratimg:

NYSE,  Tokyo NASDAQ
$765.3 hillion $235.1 billion $188.3 billion
The 1983 dollar volume of equity tradlng in the

NASDAQ market was also larger than that of the
London ($42 bllhon) Zurteh ($38 b1lhon) West
German ($34 b11hon) American ($30 bllhon) and
Parls ($12 4 billion) exchanges cemblned

NASDAQ [ndex Records
Slx Of the seven NASDAQ Indexes elosed the year

with significant gains over the prior year; all seven

achieved their all-time record high during 1983.

Percent
 Index 12/31/82 Record 12/30/83  Gain
Composite 232.41 328.91 278 60 +19.9
Indhstrital 273.58 408.42 7 323. ()8 +18.3
| Other Finatnce _20750 28439 277.53 V +33.7
Vlnrsrtt;ance " 22640_ 28734 ” ”257 63 +13.8
Bamk 15637 20875 20375 +303
[”Jtilityr 28623 39137 269.39 - 5.9
"lranbportatton 195 4é ”7293 767 72”80 30 +43.6

The NASDAQ Compos1te Index w1th its
gain for the year of 19.9 percent, outpai ed both
the NYSE Composite and the Standard & Poor’s
500 Indices.

The Quality of NASDAQ Securities

The attractiveness of NASDAQ_.securities to 1n-
vestors grew in great measure out of the finan-

cial characteristics of NASDAQ companies. To

be included in the NASDACQ) National List in
newspapers, a company must have net income of
$300;()00 in its latest or in two of its three latest fis-
cal years; those without current earnings must have
capital and surplus of $8 million and an operating
history of four years, The number of NASDAQ)
Vompanies meeting these criteria increased from
1,912 to 2,604 during the year. The typlcal NASDAQ
National List company had the following average
characteristics: assets of $546 million, shareholders
equity.of $127 million, revenue of $271 million and

net income of $11 million.




Initial Public Offerings 900

4,467 NASDAQ) securities, an average of 7.4 market

(number of common stock issues) 750 makers per SCCUI‘itY.
600
#0 Media Visibility Surges
200 The surge in NASDAQ market activity led to
120 n greatly increased media coverage in 1983. At the
B 0 79 '80 '8l ‘82 83

beginning of the year, the NASDAQ National List

Initial Public Offerings

of 1,912 securities appeared in 81 newspapers; at

In 1983, a record 914 first-time-to-market compa-

year-end, the National List was composed of 2,604

nies entered the NASDAQ) System—recipients of

securities (including the National Market table) and

the bulk of the estimated $13 billion in capital raised

it appeared in 101 newspapers. In addition, another

nationwide in initial public offerings of securities.

18 newspapers carried the NASDAQ) National

The average value of these offerings, $14.2 million,

Market table.

was more than twice the average value of initial

public offerings during the prior nine years.

Number of NASDAQ Growth in NASDAQ

National List Issues Newspaper Coverage

Growing Market Maker Activity

(number of newspapers)

The number of NASDAQ) market makers grew 2,800
sitrlAlm)rsﬁtVantially from 407 market makers at the begin- 200 -
ning of the yearwt‘o 441 by year-end. These market 1,400
makers had a record 32,923 positions in a total of 7a0 | B :
079 's0 '8t ‘82 83 0 79 '80 ‘81 ‘82 83
Number of Market Makers Number of Market Maker Further, feature articlés about the NASDAQ)
7 Positians (in thousands) market appeared on an unprecedented scale in
450 . 6

newspapers and magazines, including The New York

Times, The Wall Street_Journal, USA Today, the Chicago

Sun-Times, the Chicago Tribune, the Los Angeles Times,

Barron’s, Business Week, Forbes, Newsweek, U.S. News &

World Report, and many others. Overseas, the strong

growth of NASDAQ was reported in The Economust,

the Financial Times, L’Expansion, the National Times of




Australia and the Japan Economic_Journal, while The

retrofitting market makers’ termmals decreas-

Wall Street_Journal/Asia, The Wall Street joumaVEumpe

ing the number of termlnals on each 1nd1v1dual

and the International Herald Tfibune published both

communications line; increasing the capacity of

the Naticnal Market table and the NASDAQ

the data lines linking the main computer facility

National List.

and the reglonal communlcauons centers; moni-

toring closely the performance of AT&T Long

NASD Services Increase in

Lmes and momtormg the mean tlme required

Scale and Quality

to repair malfunctioning termlnals

Daily, the NASDAQ_ System handled over one

NASDAQ System Performance

million quote requests, 14,000 transactlon reports

and Capacity Grow

and 270,000 quote updates, while maintaining an

To process the record level of act1v1ty in the

average response time of three seconds

NASDAKL) market, the NASDAQ System was sig-

System capacity was expanded by the installation

nificantly improved and expanded. The System is

of a thlrd UNIVAC computer at the NASDAQ

owned and operated by NASDAQ), Inc., a wholly

Data Center in Trumbull, Connecneut and by n-

owned subsidiary of the NASD.

creasing the power of the reglonal concentrators for

A major service quallty program was launched n

early 1983. It brought NASDAQ System up- tlme to

the East Coast the Mldwest and the Far West The

number of Level 2 and Level 3 NASDAQ termmals

99 percent notwithstanding the fact that the System

nctaHed n tradmg rooms grew from 1 700 to 2,150;

was processing the largest share volume growth n

another 300 termmals were on order at the end of

NASDAQ)’s h1story. The program included:

the year for 1984 1nstailatlon There was equally

great growth in the number of stockbrokers quo-

NASDAQ Terminals ' NASDAQ Terminals

tation terminals receiving NASDAQ data, from

Level 1 (in”thousands) Levels 2and 3

81,000 to over 100,000; some 8,000 of these ter-

M Level 2 B Level 3

minals were installed in over 30 countries abroad.

2,000

1,600

CRD toiinclude 49 Jurisdictions

Part1c1patlon n the Central Reglstratlon Depos1—

tory (CRD) rose (o 43 states and the District of

Columbla up from 25Jurlsd1ct10ns a year earher

l*ne states—-Arlzona California, l\/Ialne Tennessee




and Vermont—will join CRD in 1984. The feasi-

Qualifications Exams 210

bility of providing CRD services to Alaska, Hawaii

(in thousands) 180

and Puerto Rico is currently being studied.

150

A joint undertaking of the NASD and the North

120

American Securities Administrators Association,

30

CRD is a computerized system which streamlines

60

application and licensing precedures for registered

30

industry personnel. CRD permits firms to effect

0 '79 80 '81 82 83

multiple registrations of personnel with the states

‘Io handle the sharp rise in qualifications exam-

by filing one form and submitting one check to the

inations, the NASD has increasingly sought to

NASD; it also simplifies the year-end renewal of

automate test delivery through the PLATO System

nearly 600,000 state licenses. The system utilizes 10

of the Control Data Corporation and to integrate

Tandem computers and 26 disk drives, maintains a

the operation of this network with the recordkeep-

data base of nearly 300,000 registered personnel

ing functions of the CRD. Fully automated testing

and processes more than 50,000 documents a

on the PLATO System accounted for 67 percent of

month.

total examinations in 1983; use of the PLATO Sys-

A new CRD service, the Firm Access Query Sys-

temn expedites the testing process by providing daily

tem (FAQS) was implemented in late 1983. This

test administration on an appointment basis, video

system permits NASD members to access their reg-

display of the examination questions and tmmediate

istration and accounting records in the CRD and to

scoring at the conclusion of each candidate’s

schedule qualifications examinations for their per-

examinatlon session.

sonnel, all through remote terminals. By year-end,

61 firms were users of the FAQS service.

NASD Market Services, Inc.

Adds New Services

Qualifications Examinations at Record Level

NASD Market Services, Inc. (MSI), another

During 1983, the NASD administered over 200,000

wholly owned subsidiary of the NASD, has created.

qualifications examinations for itself, other self-

automated systems to support the trading and back

regulatory organizations, the states, the SEC, the

office operations of NASD member firms. One

commodity exchanges and other certifying organiza-

such service, a computer-to-computer interface of

tions. This was 63% higher than in 1982 and 100%

NASDAQ with the systems of member firms, per-

higher than the number of examinations in 1981.

mits firms to trade-report simultaneously with the




entry of data into their computer systems for in- with automatic trade reportmg, comparison and

ternal recordkeepmg purposes. lmkage to securitles clearmg systems.

Another MSI service, the Trade Acceptance and

Reconciliation Service (TARS), became operational NASDAQ Options Program Adva nced

durmg 1983 and has already become an mdispens— The Association worked dihgently in 1983 to secure
able tool for resolving uncompared trades for the SEC approval for its long proposec[ NASDAQ Op— -
initial participants. The 33 firms utilizing thisnew tions Program Recently modified to incorporate N
service account for 54 percent of all over- the- ~ the latest innovations in market’pilaeeiteﬂennology -
counter transactions which are cleared through  and systems, the NASDAQ Opthl‘lS proposal was
clearing corporations. TARS provides an eff1c1ent ' the subject of numerous meetmgs of the Options 7
and prompt means of resolving trouble trades by Commlttee with the SEC staff and with repre- o
streamlining the comparlson process. o sentatives of Varlous mem_l_)Er_ firms and 1ndiuistr7yﬁ
Phase II of TARS will provide all NASD mem- orgamzations At year-end, the NASD filed a com-
bers who belong to a participating clearing corpora- prehenswe package of material with the SEC to
tion with rhe ability to enter origlnal trade data - expedite consideration of the ir\TiASDAQioiptionsﬁ -
through TARS to their clearing corporations for | proposalr - -
comparlson Expansmn of the System w1ll brlng_tiilsm Simultaneously wrth its efforts to galn regulatory
new facrhty to all over- the counter part1c1pants and approval of its program the NASD is takmg steps
will speed the processmg of uncompared trades o desrgn a totally new system to dlsplay options ”
throughout the over-the counter market - quotatlons accept last-sale and CIearmg reports, B

and prov1de for the automated execution of small

New Automation Capabilities in 1984 o options orders. An indication from the SEC as to
In 1984, NASDAQ Inc., will introduce computer- the future of the NASDAQ_ Options Program is
ized collection and dissemination of mutual fund expected early in 1984 |

quotation‘,, it will also begin a major upgradmg of

the NASDAQ System from its present 125-million Strong  Member | Response to Group F 1de11ty and "
share day capacity to a 200-million share day 7 Surety Bond Buymg Programs 7
capacity. ) - A totiajrof 1 939 ‘member firms are now parti(;ipat— -
MSI will concentrate its resources on developing - 1ng in the NASD- sponsored Group Fldelity Bond 7
the Small Order Execution 7System (é_(;EES) for the Buylng Program Wthh began in late 1982 The R

automatic execution of trades of 300 shares or less group premium rates give members an average




savings of 35 to 40 percent over individual buying.

Washington Conference Held

A similar program to provide NASD members

To assist NASDAC) companies in their planning

with the surety bonds required by many states un-

efforts, in October 1983 the NASD conducted a

der their securities laws commenced in QOctober 1983.

Washington Conference on “The Environment for

The program provides for automatic issuance with

Your Company and Your Stock.” The Conference

no underwriting, and no additional collateral is

was attended by 150 senior NASDAQ) company ex-

required at inception. This program is of great

ecutives from all over the U.S. Speaking on the out-

benefit to smaller firms, particularly those which

look for the U.S. economy were Secretary of the

operate in several states. The initial response has

Treasury Donald T. Regan; Vice Chairman of the

been excellent and 1,189 surety bonds have already

Federal Reserve Board Preston Martin; Deputy

been issued under the program.

Secretary of Commerce Clarence J. Brown; and,

John M. McCarthy, Managing Partner of Lord,

Arbitration Claims Over $56 Million

Abbett & Co. On the future of the financial mar-

In 1983, member firms and public customers filed

kets, the speakers were William A. Schreyer,

352 regular claims and 216 small claims with the

President of Merrill Lynch & Co.; William R.

NASD’s arbitration facility. These 768 cases repre-

Hambrecht, President of Hambrecht & Quist In-

sent a 27 percent increase in filings over 1982 and

corporated; William R. Stuttaford, Senior Partner

a 437 percent growth in the past five years. The to-

of the London brokerage firm of Laurence, Prust &

tal amount claimed in these 768 cases exceeded

Co.; SEC Commissioners Bevis Longstreth and

$56 million. A total of 402 regular claims and 147

James C. Treadway; and Congressman Timothy

small claims were closed in 1983.

E. Wirth. Speakers on the third main topic, the

NASDAQ Market, were NASD President Gordon

Arbitration Claims Filed 800

S. Macklin; MCI Communications Corporation

n Regular B Sman 700

500

400

300

200

100

Chairman William G. McGowan; and Paul H.

Kangas, the market commentator for “The Nighdy

Business Report,” which is seen by 10 million

viewers on 260 TV stations across the United

States. A summary of the proceedings of the

Conference was published and distributed to all

NASDAQ) companies, NASD members and other

interested parties.




Studies Find NASDAQ Market Highly Liquid

over 200 bank stocks that were listed on an ex-

Two independent research studies found that the

change during the four-year period 1979-1982. The

liquidity of the securities of similarly capitalized

principal finding of the study was that “listing does

companies is frequently greater on NASDAQ) than

not appear to add to the liquidity of the stock of

on the exchanges. These independent studies were

banking organizations and there is some surpris-

prepared under the auspices of the College of Busi-

ing and reasonable evidence that listing actually

ness Administration, Department of Finance, Texas

A&M University, and were published and distrib-

significantly reduces the liquidity for banking

organizations.”

uted by the NASD.

The first study, Liquidity, Exchange Listing and Com-

Broker-Dealer and Market Surveillance:

mon Stock Performance, examined the relationship of

Scope, Cost-Effectiveness Grow

common stock liquidity to both exchange listing and

price behavior during major up and down move-

Membership Growth

ments in the market. According to the authors,

Increases Surveillance Responsibilities

“OTGC hiquidity tends to dominate AMEX liquidity

The membership of the NASD reached 4,885 firms

y

of stocks of the same size. The liquidity argument

an all-time record in the 44-year history of the

sometimes given by corporate financial officers for

Association and an increase of 1,188 {irms in 1983

listing on the AMEX seems questionable. More-

alone. A total of 723 first-time entrants into the se-

over, for most size ranges short of very large com-

curities industry was admitted during the year; in

panies, NYSE listing may imply a lower liquidity

addition, due to the elimination by Congress of the

than had the firm remained OTC. That greater

SECQO category of securities firms—firms regulated

liquidity of OTC stocks probably results from

directly by the SEC, and not belonging to any self-

the interest of multiple market makers in their

regulatory organization—465 SECQ firms became

stocks . . . A small or even moderate size NYSE or

NASD members.

AMEX stock has no such constituency, receiving

the attention of a single specialist.” The authors Number of 4,000
also said that, “Our study results add to a growing Field Examinations 3,200
2,400

body of evidence that exchange listing is of little

(or at least questionable) benefit to companies.”

1,600

The second study, Listing and the Liquidity of Bank

Stacks, examined the effect on market liquidity for




Membership growth in 1983 was also reflected in

fewest number of new SIPC cases since 1980. While

a great increase in registered personnel, who now

three of the five firms placed in SIPC liquidation

number 296,000, up some 23 percent over 1982.

during the year were designated to the NASD for

During the year, the NASD conducted 3,487

financial responsibility, they represented less than

routine and special examinations of members. The

6 percent of the total outlay of $46.2 million in

total included 3,164 main office and 323 branch

SIPC advances for 1983 trustee cases.

office examinations.

An integral aspect of the NASD’s early warning

I

procedures is its self-liquidation program. Since

NASDAQ Members Number of Registered

its Inception in 1975, approximately $191 million

and Branch Offices Representatives

in cash and securities have been distributed under

® Members 2 Branches (in thousands) this program to satisfy outstanding obligations
12000 to customers and broker-dealers. Also, during
10,000

8,000

79 80 '8l 82

this period, the NASD has successfully overseen

the liquidation of 85 members designated to the

Association without the need for the appointment

of an SIPC trustee.

Market Surveillance and Anti-Fraud Sections

Disciplinary Actions

The on-line monitoring systems of NASD Market

From their reviews of 3,445 examination reports,

Surveillance detected 6,417 unusual price move-

the thirteen District Business Conduct Comumittees

ments in NASDAQ securities in 1983, up from

1issued 273 formal and summary complaints, ac-

5,240 1n 1982. These alerts, as well as other moni-

cepted 62 Letters of Admission, Waiver and Con-

toring systems, led to 677 formal reviews of unusual

sent and rendered 293 disciplinary decisions. These

price or volume activity, which developed into 227

decisions included the expulsion of 8 firms, the bar-

investigations. The investigations resulted in the re-

ring of 46 individuals and the suspension of 3 firms

ferral of 112 cases, involving insider trading, market

and 37 individuals.

manipulation and other questionable practices, to

the SEC, NASD District Offices or the NASD’s

SIPC Liquidations Decline

Anti-Fraud Section.

As the designated examining authority for approxi-

The Association’s Anti-Fraud Unit conducted a

mately 4,400 broker-dealers, the NASD had its

number of examinations in 1983, both on a joint




basis with the SEC as well as on its own. Many of

Options Study and 1s primarily concerned with

these investigations focused on new issue distribu-

improving the quality of surveillance of securities

tion practices and after-market trading activities,

and derivative products which are traded across

particularly those which involved hot issues of low

markets. In 1983, the Group dealt with a number

priced stocks.

of options-related surveillance issues, including the

development of an intermarket audit trail and the

Quotation Halts Increase

. impact of new products on intermarket regulation.

The number of quotation halts instituted by Market

Also, the NASD took part in 11 formal intermarket

Surveillance increased to 668, from 625 in 1982.

investigations with other SROs.

During a halt, quotations for a security are with-

held from the NASDAQ) System for a period of time

Public Offerings at All-Time High

to allow a company to disseminate material news

Continued record-high levels of activity throughout

that may affect the price of its stock. Once there

1983 brought the aggregate registered amount of

has been adequate time for the news to be dissemi-

public offerings filed with the NASD for review of

nated, quotations are resumed.

underwriting terms and arrangements to $84.4 bil-

lion. This represents an increase of 88.4 percent

NMS Trade Monitoring System Enhanced

from the previous high of $44.8 billion in 1982.

A new, fully automated Quote/Trade Comparison

The number of offerings filed in 1983 increased

Report now compares each reported transaction

dramatically to 3,241 from 1,668 in the prior year,

price for an NASDAQ) National Market security

with the best bid and offer at the time of the trade

Corporate Offerings DPPs and REITs

report. During 1983, in excess of 3 million trades

(in billions of §) (in billions of §)

were analyzed and 98.9 percent were found to have

2757°
70 21 184"

been reported at prices equal to or better than the

60

prevailing market.

50

40
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Intermarket Surveillance Group Involvement

30

The NASD continued to participate actively with

20

other self-regulatory organizations (SROs) in the

Intermarket Surveillance Group. The Group was

0 79780 '81 B2 83 79 80 Bl 82

formed several years ago in response to the SEC’s

*Number of Offerings *Number of Qfferings




representing an increase of 94.3 percent.

of policy recommendations with respect to the

Filings of corporate equity and debt securities

future of the financial services industry. In the

during 1983 reached a record high of $65.4 billion,

rule-making area, the Association submitted an as-

representing an increase of 99 percent over the

sortment of comments on proposals advanced by

$32.9 billiqn filed in 1982. Filings of oil and gas

others which would impact NASD members and/or

direct participation programs remained soft during

NASDAQ companies. The year 1983 was also one

1983 with real estate activity continuing to grow.

in which the NASD adopted a number of amend-

During the year, filings of direct participation pro-

ments to its Corporate Financing Interpretation,

grams and Real Estate Investment Trusts (REITSs)

saw its proposal for tax-deferred reserves for market

totalled 484, having an aggregate value of $19 bil-

makers reintroduced in Congress and assisted

lion. This represents an increase of 58.4 percent

members in understanding the new TEFRA

over the $12 billion filed in 1982.

regulations. A brief review of these and related

developments follows.

Advertising Reviews 15

(in thousands) 12 Recommendations to the Vice President’s Task
W Pieces Spot-Checked o Group on Financial Services

M Pieces Reviewed 6

In response to a request for comment by the Federal

Task Group on Regulation of Financial Services,

headed by Vice President George Bush, on the fu-

Advertising Reviews

ture scheme of regulation for the rapidly evolving

The volume of advertising and sales literature re-

financial services industry, the NASD offered the

viewed by the NASD’s Advertising Department

following suggestions:

continued its seven-year upward trend in 1983.

Members filed 14,356 itemns for review, and another

¢ Coordinate federal regulation of the securities in-

5,775 items were received in response to spot

dustry with the state regulation effort to preserve

checks. Overall volume of material received was

the progress already achieved by the industry in

up 15 percent over 1982.

streamlining the regulatory process,

e Adopt the concept of regulation by function to

Securities Regulation Developments

remedy the problem of different types of financial

On behalf of NASD members and NASDAQ is-

institutions performing essentially the same

suers, the Association in 1983 advanced a number

functions.




e Consider a requiremént for objective qualifica-

through disciplinary action, and members’ supervi-

tions examinations for all who are engaged in the

sory procedures. NASD action on this proposal is

trading of securities.

scheduled for early 1984.

e Improve the current structure of securities credit

regulation by making it more uniform and re-

Modified Rule 415 Adopted

sponsive to a changing industry.

After an 18-month period of conditicnal approval,

the SEC adopted a modified version of Rule 415, its

Bank Registration as Broker-Dealer Endorsed

shelf registration rule. Originally available to all

In December, the Association commented in sup-

public companies, the rule as adopted applies only

port of an SEC proposal which would require a

to traditional shelf offerings and offerings by com-

bank to register as a broker-dealer if it publicly

panies qualified for registration on Form S-3 or

solicited brokerage business, received transaction-

Form F-3. The Association had taken the position

related compensation for providing brokerage ser-

that the rule should be available only for highly

vices, or dealt in or underwrote securities other

rated debt offerings.

than exempted or municipal securities. In its letter,

the Association said “. . . that application of the

Corporafe Finance Regulations Adopted

federal securities laws to banks that engage in the

During the year, the Assoclation made or pro-

securities business will not only eliminate unequal

posed the following changes to its corporate finance

regulation as a competitive concern but will offer

regulations:

the public dealing with banks in this respect the

important public protection provision contained

® Adopted new standards of fairness with respect

In the securities laws.”

to the NASD’s review of underwriting terms and

In a related development, the NASD published

arrangements.

for comment a proposed amendment to its Bylaws

» Adopted an exemption from the NASD’s cor-

which would require a member to register, as repre-

porate financing filing requirements for offerings

sentatives, persons employed by non-broker-dealers

made pursuant to Rule 415 on Form S-3.

who perform activities on behalf of the member

* Adopted an amendment to the Corporate Financ-

stmilar to those performed by registered representa-

ing Interpretation increasing from 10 percent to

tives. The effect of the proposal is to protect inves-

13 percent the overallotment option available to

tors against unqualified persons by means of the

underwriters in a “firm commitment” offering.

protections afforded by examination, accountability

¢ Proposed to the Federal Reserve Board that




Regulation T be amended or interpreted to

deferral of action, the NASD commented that the

permit brokers and dealers to distribute public

SEC’s.action should have been based on the in-

offerings of direct participation program securi-

herent negative aspects of the proposal, not on a

ties (mostly limited partnerships) which feature

lack of competition in 19¢-3 securities.

installment payment provisions. The NASD be-

Although 19¢-3 volume has not been large, no

lieves that such sales do not involve an extension

evidence has been developed from the pilot pro-

of credit and that the proposed change would

gram to suggest that such trading has been harmful

eliminate burdensome regulation.

to customers or markets. In the circumstances, the

¢ Modified Schedule E of the Bylaws, which gov-

NASD recommended to the SEC that Rule 19¢-3

erns the public offering of securities of NASD

be retained.

members or affiliates of NASD members, to

eliminate a number of restrictive provisions in the

More NASDAQ Securities Eligible For Margin

area of conflicts of interest in self-underwritings.

In 1983, the Federal Reserve Board designated 327

The essential components of the rule requiring

additional NASDAQ) securities as OTC Margin

independence in the pricing and due diligence

Stocks. The net total of over-the-counter stocks

functions were retained, however, in a somewhat

which were margin-eligible at year-end stood at

modified form.

1,742. (On February 21, 1984, the number of OTC

margin stocks was increased to 1,917.) Notwith-

Rule 19¢-3 Securities

standing this progress, there continues to be a

In 1983, the SEC decided to defer the enactment of

significant number of over-the-counter companies

its proposed anti-internalization rule which it had

with substantial capital and surplus, float, assets,

published for comment in December 1982, and

which would have required the exposure of cus-

OTC Margin Stocks 1,800

tomer orders in Rule 19¢-3 securities to all compet-

1,575

ing markets. The Commission based its deferral on

1,350

the argument that meaningful competition in 19¢-3

1,125

securities did not exist, and it requested comments

900

as to whether Rule 19¢-3 should be repealed.

675

The NASD had opposed the order exposure rule

450

as being anti-competitive, unnecessary, costly and

225

inefficient. Although it welcomed the Commission’s




market maker interest and revenues that are not

Investment Law Study

marginable simply because they trade in the over-

During the past year, the Association continued its

the-counter market. Through meetings with mem-

efforts to identify and seek changes in existing statu-

bers of the Board and its staff and the submission of

tory provisions which discriminate either on their

emptrical data, the Association continued its efforts

face or in practice against investment in NASDAQ

during the year to persuade the Federal Reserve

securities. ““‘Legal investment” laws govern invest-

Board to adopt the full NASDACQ) National News-

ment by such entities as banks, insurance compa-

paper List criteria as an alternative standard for

nies and public employee pension funds. The study

determining the marginability of over-the-counter

found that discrimination against over-the-counter

securitles.

and 1n favor of exchange-listed securities is not a

On this point, the NASD has been very much

substantial problem in either banking or insurance

encouraged by the interest of Vice President Bush’s

statutes, although a large number of the laws con-

Task Group on this subject. To assist the Task

taln restrictions on investment in common stock in

Group in its study of this matter, the Association

general. The Association is undertaking efforts to

has supplied information and other details describ-

effect changes in those instances where discrimina-

ing the problem and outlining a proposed solution.

tion does exist.

Broader Blue Sky Exemptions Sought

Rule 10b-6 Overhauled

The Association has proposed to the North Ameri-

The SEC, with the assistance of the NASD, over-

can Securities Administrators Association (NASAA)

hauled Rule 10b-6, which previously required

that securiries qualifying for inclusion in the

market makers to suspend market making in a se-

NASDAQ National Market and certain initial pub-

curity for a ten-day “cooling-off” period prior to a
Yy Y g P P

lic offerings be exempted from state registration

distribution in which their firm was involved. By

requirements. In support of this proposal, the

the SEC’s action, the “cooling-off” period was

NASD provided NASAA with extensive historical

eliminated for unsolicited transactions; the period

data on earnings, revenues, assets, net tangible

was reduced to two days for solicited transactions in

assets and stockholdings of NMS-eligible securities.

securities which have a minimum price of $5 and a

Meanwhile, during 1983, Delaware and Illinois

minimum public float of 400,000 shares; the period

adopted exemptions for certain NASDAQ) securities

for solicited transactions in exchange-traded options

so that now 85 percent of NASDAQ) companies are

was reduced to four days; and investment grade

headquartered in states that provide exemptions.

nonconvertible preferred and nonconvertible debt




securities were fully exempted from the rule’s re-

equity securities. H.R. 3907 is substantially the

qu1rements All other securities remain subject to

same as the proposal originally advanced in 1979

the ten- day coohng-off ”? penod “The Commis-

by the NASD’s Joint Industry/Government Com-

sion’s action lmplemented a substantial part of the

mittee on Small Business Financing as a means

changes the NASD had recommended in comments

for substantially enhancingthe capital formation

earlier 1n the year on then- proposed changes to

opportunities for small business. At a mid-1983

Rule 10b-6.

SEC Government/Business Forum on Capital

Formation, former NASD Chairman J. Stephen

Foreign Issuers’ Requirements Revised

Putnam, testifying on behalf of the NASD, recom-

The SEC a«:lopted a rule t:hange which will require

mended congressional action on the NASD’s pro-

all foreign issuers seekmg future inclusion in

posal. Although the proposal would cost the U.S.

NASDAQto be reglstered pursuant to Section 12(g)

Treasury approximately $36 million in deferred rev-

of the Securities Exchange Act of 1934. This regis-

enues, he estimated that it would raise $180 million

tratlon requires foreign issuers to file periodic re-

in new capital for small businesses and, in

ports with the Commission similar to those filed

the process, create several thousand new jobs.

by domestic compames However the 102 non-

Canadian foretgn securities on NASDAQ as of

Mutual Fund Operatlons Task Force Established

October 5, 1983 have been grandfathered” and

In November the NASD’s Board approved the for—

will be permitted to remain on NASDAQ indefi-

mation of an 1ndustry task force to study methods

mtely without Section 12(g) reglstratlon prov1ded

they satlsfy all other requlrements for continued in-

of i 1mprov1ng the process of settlernent of mutual

fund transactions between dealers and prlnc1pal

clusmn Canadlan 1ssues, of which there were 186,

underwriters. The task force, which is to be co-

must be regtstered pursuant to Section 12(g) after

sponsored by the Investment Company Institute,

January 1986 in order to remain on NASDAQ

will be attempting to identify short-term improve-

ments to the settlement process, as well as ex-

Marl;et Maker Reserve- B111 Introduceci o

ploring potential longer-range solutions such as

Representatwes Edwardj Markey (D-Mass. )

centralized clearing.

and Silvio R. Conte (R-Mass. ) have 1ntroduced

H.R. 3907 whlch would prov1de a 10- “year, tax-

NASD Comments on Proposal For Negotlated

deferred reserve for a portlon of the proflts made

Mutual F und Sales Charges

by market makers in the tradlng of small business

The Ass0c1atton filed extenswe comments on




proposed SEC Rule 22d-6 under the Investment

supplied by the Association, the Commission

Company Act of 1940, which would permit mutual

granted until December 31, 1983 the relief sought

funds and unit trusts to vary offering prices in any

by the Association and thereafter extended that
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way described in their prospectuses, including “ne-

period until April 1, 1984, once again at the

gotiated™ prices. While supporting the SEC’s goal

Association’s request.

of simplifying the exemptive process, the Associa-

tion expressed its view that the negotiated charge

- Coping With TEFRA

aspect of the proposal was inconsistent with the stat-

Although the provisions of TEFRA with respect

ute, that it exceeded the Commission’s authority,

to withholding on dividends and interest were re-

that it would disrupt the orderly distribution of

pealed in 1983, they were replaced by the Interest

mutual fund shares, and that the proposal would

and Dividend Tax Compliance Act of 1983, a com-

benefit neither investors nor the industry.

promise measure which imposed obligations on

members in the areas of taxpayer identification

Net Capital Rule Relief

numbers and backup withholding on all reportable

In view of the burden that the Tax Equity and

payments. Through numerous educational notices

Fiscal Responsibility Act of 1982 (TEFRA) reg-

and information updates, the Association sought

ulations were expected to have on the municipal

to assist members in complying with the require-

securities industry (resulting from the requirement

ments imposed by TEFRA. The Association was

that municipal bonds issued after July 1, 1983 be

also an active participant in a working conference

issued in registered form), the Association peti-

sponsored by the Internal Revenue Service on

tioned the Securities and Exchange Commission

TEFRA, and it testified before the IRS at public

to grant relief from the net capital and customer

hearings and filed extensive comments with the

protection rules as such rules pertain to aged trans-

IRS expressing concern about the burdens which

actions in municipal securities. Based on data

TEFRA posed for NASD members.




FDIC vs. NASD

The Federal Deposit Insurance Corporation filed a

Currently there are several legal actlons pendmg

complalnt in the Southern District of Iowa in its ca-

against the NASD which counsel does not believe

pacity as receiver of the assets of The Flrst Nanonal

are meritorious. However the follownng actlons

Bank of Humboldt, Towa. The bank had prev1ously

been declared 1nsolvent by the Cornptroller of the

Currency and the FDIC has appointed a receiver

Federal D:stnct Courts

for the bank.

Uphold N. ASD Posttions

In its complaint, the FDIC alleges that the NASD

On October 5, 1983, United States District

is liable for losses mcurred by the bank as a result

Court Judge Donald D. Alsop for the District

of the bank’s dealings with Gary V. Llewellyn and

of Mrnnesota agreed with the NASD’s position

G.V. Llewellyn & Co. in that the NASD failed to

that exrstmg case law holds that Congress did

properly supervise the activities of Llewellyn & Co.

not intend to create for i investors implied causes

and failed to detect a fraudulent scheme being carried

of action for VIOlathﬂS of NASD rules The

out by Llewellyn which resulted in losses to the bank.

court stated that lmphcatlon of a private

On February 14 1984 Un1ted States District

remedy is likely to flood the judicial system

Court Judge Harold D Victor dismissed the FDIC

with garden variety dlsputes between broker-

complaint. The court held that a customer of a

dealers and 1nvestors and excluswe lederal

member has no common law cause of action against

Jurisdiction would prevent the investor from

the NASD for negligent adm1ss1on into membership

pursuing state remedies.

or supervision of the member.




1983 NASD Officers and
Board of Governors

A To serve untii January 1984

he Board of Governors is the controlling body

of the NASD and determines policy on a na-
tional scale. The Board consists of 21 representatives
of the securities industry elected from the Asso-
ciation’s Districts, nine Governors-at-Large and
the President of the NASD. The Board meets six

times a year.

C To serve until January 1985

E To serve until January 1986

G To serve until January 1987




= A (from left to right)

'

A

Norman T. Wilde, Jr.

Janney Montgomery Scott Inc.
Philadelphia, Pennsylvania
Chairman, 1983

A. James Jacoby

Asiel & Co.

New York, New York

Vice Chairman, 1983

B. Mills Sinclair

Young, Smith & Peacock, Inc.
Vice Chairman—Finance, 1983

Gordon 8. Macklin

President and Member

of the Board

Shannon Michael Drew

Kidder, Peabody & Co. Incorporated

San Francisco, California

C (from left to right)

Carl P. Sherr

Carl P. Sherr and Company

Worcester, Massachusetts

Chairman, 1984

David M. Underwood

Underwood, Neuhaus & Co., Incorporated
Houston, Texas

Vice Chairman, 1984

Peter K. Loeb

Paine Webber Mitckell Hutchins Inc.
New York, New Yor'«

Viee Chairman-—Finance, 1984

L.H. Bayley

David A. Noyes & Company
Indianapolis, Indiana

Edmund J. Cashman, Jr.

Legg Mason Wood Walker, Incorporated
Baltimore, Maryland

E (from left to right)

Douglas E, DeTata
Prudential-Bache Securities Inc.
San Francisco, Galifornia
James C. Stone, 111

J.J.B. Hilliard, W.L.. Lyons, Inc.
Louisville, Kentucky

William G. McGowan*

MCI Communications Corporation
Washington, D.C.

Leonard Mayer

Mayer & Schweitzer Inc.

Jersey City, New Jersey

Herbert A. Sarkisian, Jr.
Moors & Cabot, Inc

Boston, Massachuserls

G (from left to right)

B. Lee Karns*
Comprehensive Care Corporation
Newport Beach, California
Murray L. Finebaum
Cantor, Fitzgerald & Co., Inc.
Beverly Hills, California
Bernard L. Madoff

Bernard L. Madoff

New York, New York

Robert P. Rittereiser

Merrill Lynch, Pierce, Fenner
& Smith Incorpoerated

New York, New York

Larry D. Hayden

Hanifen, Imhoff, Inc.
Denver, Colorado

B (from left to right) »

J-M_ (Mac) Hill*

Rangaire Corporation
Cleburne, Texas

Bruce A, Mann*

L.F. Rothschild, Unterberg, Towbin
San Francisco, California

Glenn R. Oxner

Interstate Securities Corporation
Greenville, South Carolina

Ray J. Groves*

Ernst & Whinney

Cleveland, Ohio

H. Lawrence Parker

Morgan Stanley & Co. Incorporated
New York, New York

Walter N. Trulock, ITI

Dean Wiiter Reynolds Inc.

Pine Bluff, Arkansas

D (from left to right) »

Richard R. West*

The Amos Tuck School of
Business Administration
Dartmouth College
Hanover, New Hampshire
Russell H. Baumgardner*
Apogee Enterprises, Inc.
Minneapolis, Minnesota
Ruth S. Block*

The Fquitable Life Assurance
Society of the United States
New York, New York
Donald W. Crowell
Crowell, Weedon & Co.
Los Angeles, California
Bill T. Wall

Stern Brothers & Co.
Kansas City, Missouri

F (from left to right) »

John F. Cogan, Jr.*

The Pioneer Group, Inc.
Boston, Massachusetts
Peter D. Byrne

Dean Witter Reynolds Inc,
New York, New York

J. Philip Boesel, Jr.

R.G. Dickinson & Co. -
Des Moines, lowa

Roland M. Traften*
SAFECO Corporation
Seartle, Washington
David C. Grove

Somers, Grove & Co., Inc.
Portland, Oregon

H (from left to right) »

Alex Hammond-Chambers*
Tvory & Sime

Edinburgh, Scotland

John L. Watsan, 111
Robinson Humphrey/
American Express Inc.
Atlanta, Georgia

Alan B. Levenson*
Fulbright & Jaworski
Washington, D.C.

David W. Hunter
Parker/Hunter Incerporated
Pittsburgh, Pennsylvania
John B. Levert, Jr.

Howard, Weil, Labouisse, Friedrichs
Incorporated

New Orleans, Louisiana

* Governor-at-Large

B To serve until January 1984

D To serve until January 1985

F To serve until January 1986

H To serve until January 1987




1983 National Committees

he National Committees of the NASD are

appointed by the Board of Governors and
make recommendations to the Board in their vari-
ous areas of responsibility. The Executive, Finance
and National Business Conduct Committees meet
immediately prior to each Board meeting; all other

Committees meet as necessary.

Executive
*Norman T. Wilde, Jr., Chairman
*Shannon M. Drew
*A. James Jacoby
*Bruce A. Mann
*Glenn R. Oxner
*Carl P Sherr
*B. Mills Sindlair
*Gordon S. Macklin, President

Finance
*B. Mills Sinclair, Chairman
*L.H. Bayley
*Donald W. Crowell
*Shannon M. Drew
*Ray J. Groves
*]J.M. Hill
*H. Lawrence Parker
James W. Ratzlafl
*Walter N. Trulock, IIT
*David M. Underwood
*Norman T. Wilde, Jr.
*Gordon 8. Macklin, President
Jack A. Schindel, Treasurer
{Ex Officio)

National Business Conduct
*Car! P, Sherr, Chairman
*]. Philip Boesel, Jr.
*Peter D. Byrne
*John F. Cogan, Jr.
*Douglas E. DeTata
*David C. Grove
*Leonard Mayer
*Herbert A. Sarkisian, Jr.
*James C. Stone, 111
*Roland M. Trafton

National Nominating
*Norman T. Wilde, Jr., Chairman
James F. Keegan
L.C. Petersen
J. Stephen Putnam
Ernest F. Rice, Jr.
*Gordon S. Macklin, President
(Ex Officio)

Arbitration

*B. Mills Sinclair, Chairman
*L.H. Bayley

John D. Berl

Bernard R. Bober
Stephen L. Hammerman
Philip J, Hoblin

Alan B. Levenson

*Peter K. Loeb

*Leonard Mayer

David W. Mesker

John F.X. Peloso

*James C. Stone, I
*Walter N. Trulock, 111
*David M. Underwood

*Richard R. West

Blue Ribbon

Robert P. Rittereiser, Chairman
Leland H. Amaya
*Peter D. Byrne

Richard Del Bello
Benjamin H. Griswold, IV
John E. Herzog

Richard . Lynch

Bernard I.. Madoff
*Leonard Mayer

David W. Mesker
Jeremiah A, Mullins
*Glenn R. Oxner
Thomas J. Peltier

Thomas C. Schneider
John N. Tognine
*Norman T. Wilde, Jr.

Capital & Margin
Benjamin L. Lubin, Chairman
Vincent P. Fay
Joseph A. Gottlieb
*Glenn R. Oxner
*B. Mills Sinclair
Daniel P. Son
*James C. Stone, I11
Eli Weinberg
Frank E. Witt

Corporate Advisory Board
*J.M. Hill, Chairman
*Russell H. Baumgardner

David R. Cowart
John A. Elorriaga
*Ray J. Groves

B. Lee Karns
John C. Kikol

Lawrence A. Leser
*William G. McGowan

Harold W. Patten, Jr.

Donald A. Pels

Philip F. Searle
*Roland M. Trafton

Wilson C. Wearn

Corporate Financing
*Peter K. Loeb, Chairman
*Edmund . Cashman, Jr.
*Donald W. Crowell

Alan B. Levenson
*Bruce A, Mann
Joseph McLaughlin
*H. Lawrence Parker

Norman Pessin
J. Perry Ruddick
*Herbert A. Sarkisian, Jr.

Donald E. Weston




Direct Participation Programs
Donald E. Weston, Chairman
*Edmund J. Cashman, Jr.
Samuel M. Chase, Jr.

Edwin H, Hall

C. Andrew Graham

John G. Gray

Carl Hohnbaum

Richard F. Powers, 111

J. Stephen Putnam

Charles E. Ramsey, Jr.
*Herbert A. Sarkisian, Jr.
Terry Sheldon

Stephen Treadway

Linda Wertheimer

Stanley F. Witkowski

Fidelity Bonding

Frances B. Dyleski, Chairman
*L.H. Bayley
*David C. Grove

Conrad S. Young

Information
*J.M. Hill, Chairman
Nancy M. Bacon
*Russell H. Baumgardner
Andrew M. Blum
George Casey
Bruce D. Cowen
*Douglas E. DeTata
*A. James Jacoby
L. Kendall Palmer, Jr.
*H. Lawrence Parker
Lawrence W. Schoch
Vernon B. Willis
William R. Woodworth
Conrad S. Young

Insurance Trustees

and Insurance

James J. McCormack, Chairman
*]. Philip Boesel, Jr.

David B. Coates
*B. Mills Stnclair
*Roland M. Trafton
*Gordon S. Macklin, President
Jack A. Schindel, Treasurer

International

*Peter K. Loeb, Chairman
Andrew M. Blum

*Bruce A. Mann
Leonard A. Marotta

*H. Lawrence Parker
Dawid Stein
Alvin M. Zubasky

Investment Companies
*John F. Cogan, Jr., Chairman
John W, Bachmann
John M. Butler

John W. Galbraith
David A. Hughey

W. Gary Littlepage
Ronald P Lynch
James }J. McCormack
Martin H. Proyect
James W, Ratzlaff
James S. Riepe

Richard P. Strickler

Long-Range Planning
James F. Keegan, Chairman
Robert R. Googins
*Bruce A. Mann

L.C. Petersen

John A, Orb
*H. Lawrence Parker

James W, Ratzlaff

Ernest F Rice, Jr.
*Norman T. Wilde, Jr.
*Gordon 8. Macklin, President

Municipal Securities
Charles 8. Garland, Jr., Chairman
Richard J. Ackerman
Robert H. Atkinsen, Jr.
Bill B. Beavers

Bernard R.. Bober

W. Pat Conners

J. Kevin Kenny
Stephen Kenny
*Walter N. Trulock, I
Thomas K. Yardley

National Market System Design
Bernard L.. Madeoft, Chairman
*Peter D. Byrne
Roland A. Catalano
*Donald W. Crowell
*David C. Grove
Allen Karron
John J. McCarthy
Monty L. Parker
Frederic J. Reif
*Richard R. West

National Market System
Securities Qualifications
James F. Keegan, Chairman
*Russell H. Baumgardner
*Shannon M. Drew
Rabert D. Hedberg
*J.M. Hili
*A. James Jacoby
William B. Madden
*Leonard Mayer
*William G. McGowan
David W. Mesker
Jeremiah A. Mutlins
L.C. Petersen
Ernest F. Rice, Jr.
*Carl P Sherr
John N. Tognino
John L. Watson, III

Options
James Quarto, Chairman
James E. Brucki, Jr.
*Peter D. Byrne
John Felber
Carroll W. Owens, Jr.
Richard Purkiss
Theodore M. Perkowski
Judith G. Shepard
*James C. Stone, I

Qualifications
James J. McCormack, Chairman
Thomas f. Asher
Bruce Avedon

John D. Berl

Lewis W. Brothers, Jr.
Jerome }. Donovan
*Shannon M. Drew
Frances B. Dyleski
John V. Campana
Glen Givens

Thomas J. McAllster
Allan Pessin
*David M. Underwood

Real Estate

Samuel M. Chase, Jr., Chairman
*L.H. Bayley

John D. Ellsworth
Arnold L. Hoffman
Carl Hohnbaum
Richard L.. Howell
Alan Parisse

Terry Sheldon
Stephen Treadway
Walter A. Turner, Jr.
Donald E. Weston
Stanley F. Witkowski

Registration

James J. MicCormack, Chairman
*]J. Philip Boesel, Jr.

George E. Hartz

Renee B. Pazan
*James C. Stone, II1

William J. Szilasi

Vernon B. Willis

Michael Unger

Retirement Plan Review
James W. Ratzlafl, Chairman
*Edmund J. Cashman, Jr.
*]J.M. Hill
*H. Lawrence Parker

Conrad S. Young

Trading
*A. James [acoby, Chairman
*Russell H. Baumgardner
James I. Berkowitz
Hugh P. Lowenstein
*Leonard Mayer
Raymond Meselschn
Thomas M. Mink
Jeremiah A, Mullins
Hugh J. Quigley

Patrick C. Ryan

Owen L. Saddler, Jr.
*Carl P. Sherr

Kenneth J. Wessels

Basil G. Witt

Uniform Practice
Henry C. Alexander, Chairman
Rabert C. Dissett
Frances B. Dyleski
*Peter K. Loeb
Benjamin L. Lubin
*B. Mills Sinclair
Joe C. Weller

Variable Gontracts

John Lengmore, Chairman
*Ruth S. Block

Lee Bodenhamer

Robert Batler

James Joseph Hagerty
James J. McCormack
*Roland M. Trafion
Conrad S. Young

*Member, NASD Board of Governors




1983 District Committees

he District Committees are elected by NASD

member firms in their respective areas. They
supervise NASD programs in the Districts and
serve as Business Conduct Committees, which re-
view the reports of NASD examiners, investigate
complaints against members, conduct disciplinary
proceedings and impose penalties for violations of
federal and state laws and the NASD’s Rules of
Fair Practice. The Chairmen of the District Com-
mittees are the Advisory Council to the Board of

Governors.

~

Alaska
Idaho
Montana
Oregon
Washington

District 1

F. Davis Finch, Chairman
Merrill Lynch, Pierce, Fenner

& Smith Incorporated

Porttand, Oregon

Richard L. Hinton,

Vice Chairman

Campbell, Waterman Inc.

Seattle, Washington

James A. Bishop

Smith Barney, Harris Upham

& Co. Incorporated

Seattle, Washington

Samuel J. Goodwin

Kidder, Peabody & Co. Incorporated
Portland, Oregon

William O. Hammerbeck

A G, Edwards & Sons, Inc.
Portland, Oregon

L. Bruce Madsen

D.A. Davidson & Co. Incorporated
Great Falls, Montana

Alan T. Robertson

Piper, Jaffray & Hopwood
Incorporated

Seattle, Washington

Phillip L. Sandberg

P L. Sandberg & Co., Incorporated
Spokane, Washingten

Don D. Strand

Blakely, Strand & Williams, Inc.
Grear Falls, Montana

Bradford M. Patterson, Director

Omne Union Square, Suite 1911
Seattle, Washington 98101
(206) 624-0790

163 Members
647 Branches

District 2

California
Nevada
Hawaii

Daniel E. Stone, Co-hairman

Stone & Youngberg
San Francisco, California

Miles Z. Gordon, Co-Chairman
Financial Network Investment
Corporation

Torrance, California

Richard I}. Bingham
R.H. Moulwn & Co.
Los Angeles, California
Charles G. Bragg

Quincy Cass Associates, Incorporated
Los Angeles, California

H. Michael Collins

San Diego Securities Incorporated

-San Diego, California

William R.. Dixon, Jr.

Capital Concepts Investment Corp.
San Francisco, California
Berkeley W, Johnston
Riordan, Johnston &
Javadizadeh, Inc.

Pasadena, California

Stephen R. Miller

Dean Witter Reynolds Inc.

San Francisco, California
Richard C. Otter

Davis, Skaggs & Co., Inc.

San Franciscg, California

D. Craig Palmer

Baternan Eichler, Hill Richards,
Incorporated

Los Angeles, California

Melvin L. Peterson

Emmett A. Larkin Company, Inc.
San Francisco, California
Gilman Robinson

Judy & Robinson Securities, Inc.
Menlo Park, California

Arthur P Rowsell

Cantor, Fitzgerald & Co., Inc.
Beverly Hills, California

Jeffrey P. Schackett

Croweil, Weedon & Co.
Los Angeles, California

John T. Schmide

‘The First Boston Corporation
San Francisco, California

G. Stuart Spence
Kidder, Peabody & Co. Incorporated
San Francisco, California

Kye Hellmers, Director
727 W. Seventh Street

Los Angeles, California 90017
(213)627-2122

Theodore F Schmide, Director

425 California Street, Room 1400
San Francisco, California 94104
(415) 781-3434

710 Members
2,157 Branches




District 3 Arizona

: gy Colorado
New Mexico
Utah
Wyoming

Larry D. Hayden, Chairman
Hanifen, Imhoff In:.

Denver, Colorado

J- Wendell Garrett,

Vice Chairman

J.W. Garrett and Company
Pheenix, Arizona

Allen R. Aden

E.J. Pittock, & Co., Incorporated
Denver, Colorado

John L. Brown

Wall Sereet West, Inc.

Denver, Colorado

Reo B. Cutler

First Equities Corp.

Salt Lake City, Utah

John E Mochar

Quinn and Co., Inc.
Albuquerque, New Mexico
Marilyn Daly Sandbak
First Western Securities of
Wyoming, Inc.

Casper, Wyoming

Robin M. Snider

Drexel Burnham Lambert
Incorporated

Denver, Colorado

Samuel Wilson
Wilson-Davis & Co.

Salc Lake City, Utah
Williamn J. Wood

Merrill Lynch, Pierce, Fenner
& Smith Incorporated
Tucson, Arizona

Frank J. Birgfeld, Director

1401 7th Street, Suize 700
Denver, Colorado 80202
(303) 298-7234

242 Members
754 Branches

Missouri
Nebraska
Oklahoma

District 4 Kansas

Bill T. Wall, Chairman

Stern Brothers & Co.
Kansas City, Missouri

Robert L. Bagby,

Vice Chairman

A.G. Edwards & Sons, Inc.
3t. Louis, Missouri

Craig L. Beach

George K. Baum & Company
Kansas City, Missouri

Ernest C. Dippel

E.F. Hutton & Company Inc.
Kansas City, Missouri

J. Jerry Dolan

R. Rowland & Ce., Incorporated
St. Louis, Missouri

Gordon Evans

Security Distributors, Inc.
Topeka, Kansas

Norman Frager

Scherck, Stein & Franc, Inc.
St. Louis, Missouri

Gerard Geiger

Woolsey & Company, Incorporated
Oklahoma City, Oklahoma
Karl B. Groth

Chiles, Heider & Co., Inc.
Omaha, Nebrasgka

Robert L. Smart

Smart, Moreland, Neuner & Soden,
Incorporated

Kansas City, Missouri

Floyd Steiner

First Securities Company

of Kansas, Incorporated
Wichita, Kansas

Jack Rosenfield, Director

911 Main Street, Suite 2230
Commerce Tower Building
Kansas City, Missouri 64105
(816) 421-5700

184 Members
598 Branches

District 5 Alabama

- Arkansas
Louisiana
Mississippi
Western
Tennessee

John J. Zollinger, I, Chairman
Scharff & Jones Inc.
New Orleans, Louisiana

Das A. Borden, Vice Chairman
Das A. Borden & Associates
Muscle Shoals, Alabama

R. Baxter Brown

Brown, Geary & Mclnnes,
Incorporated
Jackson, Mississippi

Bill R. Carty

Carty & Company, Inc.
Memphis, Tennessee

William “‘Bo”’ Flanders, Jr.
First Birmingham Securities
Corporation

Birmingham, Alabama

Philip Montelepre
Montelepre Securities, Ltd.
New Orleans, Louisiana
Marvin G. Perry

Berney Perry & Company
Birmingham, Alabama

W.W. (Bick) Satterfield
Powell & Satterfield, Inc.
Little Rock, Arkansas

Clifton M. (Mike) Spruell
UMIC, Inc.

Memphis, Tenncssce
Edward J. Newton, Director

1004 Richards Building
New Orleans, Louisiana 70112
(504) 522-6527

170 Members
451 Branches

District 6 Texas

J. Marvin Moreland, Jx.,
Chatrman

Greer Moreland Fosdick
Shepherd Inc.

Houston, Texas

John H. Williams,
Vice Chairman-

Schneider, Bernet & Hickman, Inc.
Dallas, Texas

Saul P Baker

First Southwest Company
Dallas, Texas
Alan K. Goldfarb

Financial Strategies Investment
Corporation

Dallas, Texas

William E. Read

Wilham E. Read & Co., Inc.
Dallas, Texas

David H. Rubin

Rotan Mosle Inc.

Fort Worth, Texas

M. David Standridge
Shearson/American Express Inc.
San Antonio, Texas

Robert S, Strevell

American General Capital
Planning, Inc.
Houston, Texas

Richard C. Webb

Lovett Mitchell Webb, Inc.
Houston, Texas

Peter M. Walker, Director

1610 Metropolitan Federal Savings Bldg.
1407 Main Street

Dallas, Texas 75202

(214) 742-4103

336 Members
753 Branches




District 7 Florida
Georgia
South Carolina

Eastern
Tennessee

Puerto Rico
Canal Zone
Virgin Islands

Nelson B. Arrington, Jr.,
Chairman

V.M. Manning & Co., Inc,
Greenville, South Carolina
Robert M. Varn,

Vice Chairman

Kidder, Peabody & Co. Incorporated
Atlanta, Georgia

Thomas M. Ayres
Cumberiand Securities Company, Inc.
Knoxville, Tennessee
Richard T. Barksdale
Wiley Bros., Inc

Nashville, Tennessee

Alan D. Bush

Alan Bush Brokerage Co.
Boca Raton, Florida

Wesley E. Horton

ABT Financtal Services, Inc.
Palm Beach, Florida
Raphael M. Kelly

E.F. Hutton & Company Inc.
Jacksonville, Florida

B.H. Rutledge Moore
Johnson, Lane, Space, Smith
& Co., Inc.

Savannah, Georgia

Roy D. Neal, Jr.

E.F. Hutton & Campany Inc.
Miami, Florida

Bennett Whipple, Director

1100 Atlanta Cernter

250 Piedmont Avenue, N.E.
Atlanta, Georgia 30308
(404) 638-9191

396 Members
1,229 Branches

District 8  1tinois

) Indiana
Iowa
Michigan
Minnesota
North Dakota
South Dakota
Wisconsin

David E. Rosedahl, Chairman
Piper, Jaffray & Hopwood Incorporated
Minneapolis,Minnesota
William A, Goldstein,

Vice Chairman

Burton J. Vincent, Chesley & Co.
Chicago, Illinois

Robert A. Cooper

The Milwaukee Company
Milwaukee, Wisconsin
Michael P. Dry

Freehling & Co.

Chicago, Mlinois

Victor Eltng, I11

The Chicago Corporation
Chicago, Illinois -

C. Edward Fisher

Kemper Financial Services, Inc,
Chicago, lliinois

John N. Knapp

Securities Corporation of lowa
Cedar Rapids, lIowa

Patricia C. Ladavac
Chambers & Chase, Inc.
Indianapolis, Indiana

Plato A. Mavroulis

Jobn G. Kinnard and Company,
Incorporated

Minneapolis, Minnesota
Sheldon M. Pekin

Mesirow & Company, Incorporated
Chicago, Iilinois

James A. Richter

Wm_ C. Roney & Co.

Detroit, Michigan

John R. Scott

Smith Barney, Harris Upham

& Co. Incorporared

Chicago, Illinois

Edward M. Silverstein

H.B. Shaine & Co., Inc.

Grand Rapids, Michigan
George B. Steel, Jr.

Plarned Investment Co., Inc.
Indianapolis, Indiana

Thomas B. Summers
Summers & Company, Inc.
Fort Wayne, Indiana

E. Craig Dearborn, Director

Three First National Plaza
Suite 1680

Chicago, Illinois 60602
(312)236-7222

564 Members
£,723 Branches

District 9 Kentucky
Ohio

Sigmund J. Munster, Chairman
Dean Witter Reynolds Inc.
Columbus, Ohio

Gerald L. Oaks,

Vice Chairman

Bartlett & Co.

Cincinnati, Ohio

A. Edgar Aub

AE. Aub & Co.

Cincinnati, Ohio

David L. Baker

Baker & Co., Incorporated
Cleveiand, Ohio

Robert A. Greenberg

Robert W. Baird & Co. Incorporated
Columbus, Ohio

William K. McCormick

Cowen & Co.

Dayton, Ghio

Jack A. Moss

Prescott, Ball & Turben, Inc.
Louisville, Kentucky

James C. Redinger

McDonald & Company

Cleveland, Ohio

Alexander 8. Taylor

Kidder, Peabody & Co. Incorporated
Cleveland, Ohio

George W, Mann, Jr., Director
100 Erieview Plaza

Cleveland, Chio 44114
(216) 694-4545

120 Members
493 Branches

District 10 District of

Columbia
Maryland

" North Carolina
Virginia

Richard O’Brien, Chairman
Blyth-Eastman Paine Webber
Incorporated

Baltimore, Maryland

Richard E. Smith,

Vice Chairman

Manna Financial Planning
Corporaticn

Falls Church, Virginia

J. Murray Atkins, Jr.
Interstate Securities Corporation
Chariotte, North Caroclina
John J. Craddock

Legg Mason Wood Walker,
Incorporat=d

Lynchburg, Virginia

Joseph R. Hardiman

Alex. Brown & Sons

Baltimore, Maryland

Donald C. McMillion

McMillion/Eubanks Securities, Inc.
Greensboro, North Carolina

John P. Rodler

Folger Nolan Fleming Douglas,
Incorporated

Washingron, D.C.

Wendie L. Wachtel

Wachtel & Co., Inc.
Washington, D.C.

Coleman Wortham, IIT
Davenport and Co. of Virginia, Inc.
Richmond, Virginia

Thomas P Forde, Director

1735 K Street, N.W., 9th Floor
Washingtor, D.C. 20006
(202) 728-8400

197 Members
660 Branches

Dist

+ EAE

rict 11 Delaware

o Pennsylvania
West Virginia
New Jersey,
with the excep-
tion of counties

adjacent to
New York City

Arthur F. Kalbhenn, Chairman

Paine Webber Jackson & Curtis Inc.
Philadelphia, Pennsylvania




Nicholas D. Meyer,
Vice Chairman

N.D. Meyer & Co., Inc.
Philadelphia, Pennsylvania
Thomas A. Akias, Jr.
Smyth, Akins & Lerch, Inc.
Bryn Mawr, Pennsylvania
Peter Bedell

W. H. Newbold’s Son & Co., Inc.
Philadelphia, Pennsylvania
David C. Boyer

Dean Witter Reyniolds Inc.
Wilmington, Delaware
Francis C. Doyl=

Butcher & Singer [nc.
Philadelphia, Pennsyivania
James §. Head
Parker/Hunter Incorporated
Pittsburgh, Pennsylvania
Karl F Meyers

Prescott, Ball & Turben, Inc.
Pittsburgh, Pennsvlvania
Frank J. Murray, Jr.
Prudential-Bache Securities Inc.
Philadelphia, Pennsylvania
Williain R. Radetzky
Janney Montgomery Scott Inc.
Philadelphia, Penrsylvania
William O. Schach

Merrill Lynch, Pierce, Fenner
& Smith Incorporated
Pittsburgh, Pennsylvania

George G. Sofis

Arthurs, Lestrange & Short
McKeesport, Pennsylvania
John P. Nocella, Director

1818 Market Street, 12th Floor
Philadelphia, Pennsylvania 19103
(215) 665-1180

314 Members
661 Branches

District 12 New York Gity

. including
adjacent NY and
NJ counties

Bernard L. Madoff, Chairman
Bernard L. Madoff

New York, New York

Robert M. Bersox,

Vice Chairman

Moare & Schley, Cameron & Co.
New York, New York

Timothy E. Barnes
Tucker Anthory & R.L. Day, Inc.
New York, New York

James J. Bauman

L.F. Rothschild, Unterberg, Towbin
New York, New York
Edward T. Braniff
Oppenheimer & Co., Inc.
New York, New York

David G. Coogan

Coogan, Gilbert & Co., Inc.
Paramus, New Jersey

James M. Davin

The First Boston Corporation
New York, New York

Alan D. Grant

The Equitable Life Assurance
Saciety of the United Srates
New York, New York
Thomas W Grant
Fahnestock & Co.

New York, New York
George E. Hartz, Jr.

Pruce Securities Corporation
Newark, New Jersey

James H. Lynch
Spear, Leeds & Kellogg
New York, New York
Robert L. Mattis

Richardson Greenshields
Securities, Tnc.
New York, New York

Wilfred J. Meckel, I
Seligman Securities, Inc.
New York, New York
Michael Minikes

Bear, Stearns & Co.

New York, New York
Norman H. Pessin

Neuberger & Berman
New York, New York

Charles T. Peterson

Paine Webber Jackson & Gurtis Inc.
New York, New York

Samuel A. Ramirez

Samuel A. Ramirez & Co., Inc.
New York, New York

Judith G. Shepard

Goldman, Sachs & Co.
New York, New York

George J. Bergen, Vice President,
Director

Two World Trade Center

South Tower, 98th Floor

New York, New York 10048

(212) 8359-6200

1,114 Members
813 Branches

District 13

Connecticut New York,
Maine with the
Massachusetts ~ €xception of
New New quk City
Hampshire and az‘:lja.cent
Rhode Island ~ COUnties
Vermont

i
Jack Rubens, Chairman
Monroe Securities, Inc.
Rochester, New York
Steven P. Wojciechowski,
Vice Chairman

Winthrop Securities Co., Inc.
Boston, Massachusetts

Sheldon M. Fechtor

Fechtor, Detwiler & Co., Inc.
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Consolidated
Balance Sheets

As of September 30 (dollars in thousands) 1983 1982
Assets
Current assets
Cash $ 964 $ 403
Marketable debt securities, principally U.S. Government, at cost :

(approximate market value for 1983: $35,756; for 1982: $21,302) 35,668 21,288
Interest and other receivables 3,438 2971
Total current assets 40,070 24,662

Investment in National Securities Clearing Gorporation, at cost 300 300
Fixed assets

Land, buildings and improvements 8,941 6,704
Data processing, subscriber equipment and software 27,914 23,520
Furniture, equipment and leasehold improvements 3,758 3,106
40,613 33,330
Less accumulated depreciation and amortization 12,016 6,397
28,597 26,933

Other assets 1,280 923
$70,247 $52,818

Liabilities and Equity

Current liabilities

Accounts payable and accrued expenses $ 5,836 $ 6,057
Deferred fee income and deposits 4,559 3,707
Loans payable, 5% -6 % 520 520
Note payable 500
Current portion of mortgage payable 146 139
Current portion of obligations under capital leases 1,055 862
Total current liabilities 12,616 11,285
Obligations under capital leases 3,086 3,091
Mortgage payable, 512 %, due in 1985 166 312
Other liabilities 486 367
Total liabilities 16,354 15,055
Equity 53,893 37,763

Commitments and contingencies

$70,247 $52,818

The agcompanying noies are an integral part of these financial statements.




Consolidated Statements of
Operations and Equity

Year ended September 30 (dollars in thousands) 1983 1982
Income '
NASDAQ and MSI service fees $21,410 $15,854
Member asscssments 18,998 15,079
Registration and examination fees 14,756 9,727
NASDAQ issuers fees 7,351 3,539
Corporate finance fees 6,110 2,886
Interest and other 4,671 4,501
Regulatory fees 1,805 1,089
75,101 54,675
Expenses
Salaries and employee benefits 30,170 26,928
Depreciation and amortization 5,866 3,614
Professional and other services 4,971 3,939
Data processing and transmission 6,654 6,320
Office expense 4,309 4,396
Publications, supplies and postage 3,314 2,695
Travel, meetings and investigations 3,157 2,889
Interest A 219 267
Other 311 297
58,971 51,345
Net income 16,130 3,330
Equity at beginning of year 37,763 34,433
Equity at end of year $53,893 $37,763

The accompanying notes are an integral part of these financial statements.




Consolidated Statements of
Changes in Financial Position

Year ended September 30 (dollars in thousands) 1983 1982
Financial resources were provided by:
Net income $16,130 $ 3,330
Add items not affecting working capital
Depreciation and amortization 5,866 3,614
Loss on disposal of equipment 151 213
Working capital provided by operations 22,147 7,157
Increase in obligations under capital leases . 886
Increase in other liabilities 119 81
Proceeds from sale of fixed assets : 29 261
23,181 7,499
Financial resources were used for:
Additions to fixed assets 7,710 9,002
Decrease in long-term ohligations under capital leases 891 862
Increase in other assets 357 111
Decrease in long-term mortgage payable 146 139
9,104 10,114
Increase (decrease) in working capital $14,077 $(2,615)

Analysis of Changes in Working Capital

Increase (decrease) in current assets

Cash § 561 £ (10)
Marketable debt securities 14,380 (2,697)
Interest and other receivables 467 156
15,408 (2,551)
Decrease (increase) in current liabilities
Accounts payable and accrued expenses 221 730
Deferred fee income and deposits (852) (577)
Loans pavable (200)
Note payable (500)
Current portion of mortgage payable N 8
Current portion of capital lease obligations (193) (29)
(1,331) (64)
Increase (decrease) in working capital $14,077 $(2,615)

The accompanying noles are an integral part of these financial statements.




Notes to Consolidated

Financial Statements
September 30, 1983 and 1982

1. Summary of Significant Accounting Policies

S Busi S ts (in th d
Principles of Consolidation usiness Segments (in thousands)

The consolidated financial statements include the accounts 1983 NASD  NASDAQ MSI Consolidated

of the National Association of Securities Dealers, Inc. (NASD)

and its wholly owned subsidiaries, NASDAQ, Inc., NASD Income $33,556 $20,408 § 3,211 $75,101
Expenses 37,355 19,658 4,032 58,971

Market Services, Inc. (MSI) and National Clearing Corpo-
ration (NCC) after elimination of all significant intercompany Net income (loss}:

transactions. NASD 16,201
Subsidiaries (71)

Depreciation and Amortization
Fixed assets are depreciated on a straight-line basis over $16.130 $ 750 8 (821 $16.130
useful lives as follows:

(
Buildings 30 10 38 years g::ilt ;Eﬁmy $63,299 $24,029  § 1,955 $70,247
Building improvements 10 years NASD $42,355
Data processing, subscriber Subsidiaries 11,538
equipment and software 5 to 6 years
Furniture and equipment 4 to 10 years $53,893 $17,090  $(4,401) $53,893
Equipment acquired under capital leases is amortized on 1982
a straight-line basis over the terms of the leases. Income $38,060 $17.580 $ 503 $54.675
Software Costs Expenses T 33,297 16,543 3,043 51,345
Purchased software, developed by others, is capitalized if it ,
. - . . Net income (loss):
has a continuing value and is considered an integral part of NASD 4833
purchased hardware. All other software development costs Subsidiaies (1 ' 503)
are charged to expense as incurred.
Income Taxes $ 3,330 $ 1,037 $(2,540) $ 3,330
NASD aqd NASDA'Q_, Inc. are tax-exempt, not-itor-profit_ Total assets $45,774 §23.601 B 640 $52,818
organizations. MSl is a taxable entity and recognizes certain Equity (deficit):
expenses, principally start-up expenditures and depreciation, NASD $26,154
in different periods for income tax purposes than for finan- Subsidiaries 11,609
cial reporting purposes. Investment tax credits, to the extent
available, are accounted for under the flow-through method. $37.763 $16,340  §(3,580) $37,763

2. Business Segments
The NASD is a not-for-profit membership association estab-
lished to regulate the over-the-counter securities market.

NASDAQ, Inc. owns and operates the nationwide, elec-
tronic NASDAQ) quote information system, .

MSI was formed primarily for the purpose of establishing
national market facilities to assist the NASD in carrying out
its regulatory responsibilities and to provide services for the
benefit of NASD members in their pursuit of efficient execu-
tion of securitizs transactions.

NCC owns a one-third interest in the National Securities
Clearing Corporation (NSCC). NCC’s operations are not
significant. The assets (consisting principally of the invest-
ment in NSCC), liabilities and operations of NCC have been
consolidated with NASD in the following segment informa-
tion. The investment in NSCC is carried at cost because
NSCC is controlled by the users of the clearing facilities and
does not intend to pay dividends to its shareholders.

Intercompany billings, payables and receivables have been
eliminated from the consolidated financial data.

3. Related Party Transactions

NASD provides regulatory services to NSCC relating to
NASD members who are also members of NSCC. Charges
to NSCC for these services were $1,317,000 in 1983 and
$1,089,000 in 1982. Effective July 1, 1983, fees for these ser-
vices are billed directly to members. Accounts receivable

from NSCC were $276,000 at September 30, 1982.

4. Note Payable

NASDAQ), Inc. maintains an unsecured $3,000,000 bank
line of credit with interest at the prime rare. $500,000 was
borrowed in December 1982 and repaid in November 1983.
The weighted average interest rate for 1983 was 12%. The
interest rate at September 30, 1983 was 11%.




5. Gapitalized Leases
Data processing, subscriber equipment and software at Sep-
tember 30, 1983 and 1982 includes the capitalization of com-
puter leases of $6,233,000 and $5,133,000, respectively.
Amortization expense was $910,000 and $855,000 in 1983
and 1982, respectively, and related accurnulated amortization
at September 30, 1983 is $2,193,000. The initial terms of
the leases are 60-76 months. Minimum lease payments are
“$1,283,000 per year for 1984 through 1986, $628,000 in 1987
and $249,000 in 1988. The present value of future minimum
lease payments is $4,141,000, resulting in imputed interest of
$585,000.

6. Retirement Benefits

NASD maintains a savings plan and a defined benefit pen-
sion plan for the benefit of all eligible employees. Current
service costs are funded as they accrue. Unfunded prior
service costs are being funded over a period of 30 years.

Savings plan expense for the years 1983 and 1982 was
$401,000 and $310,000, respectively.

Pension expense for the years 1983 and 1982 aggregated
$1,316,000 and $1,170,000, respectively. A comparison of ac-
cumulated pension plan benefits and net pension plan assets
as of the most recent valuation dates is presented below:

As of January 1 1983 1982

Actuarial present value of
accumulated plan benefits:

Vested $3,182,000 $2,730,000
Non-vested 882,000 1,249,000
$4,064,000 $3,979,000

Net assets available for
plan benefits $7,492,000 $5,394,000

The average assumed rate of return used in determining the
actuarial present value of accumulated plan benefits was 6 %
for 1983 and 1982,

7. Income Taxes
MSTI has tax-basis net operating loss and investment tax
credit carryforwards available for future utilization as follows:

Year Net Investment
Expires Operating Loss Tax Credit
1995 $ 25,000
1996 20,000
1997 $1,431,000 2,000
1998 1,678,000 54,000

$101,000

$3,109,000

MSI net operating loss and investment tax credit carry-
forwards for financial statement purposes are $5,551,000 and
$101,000, respectively. .

MSI has not incurred any federal income tax liability since
1ts organization.

8. Commitments and Contingencies.

In connection with its operations, NASD incurred office and
equipment rental expense of $2,977,000 and $2,546,000
during the years ended September 30, 1983 and 1982, respec-
tively. Minimum lease payments for the succeeding fiscal
years are as follows: $2,175,000 in 1984, $2,163,000 in 1985,
$2,062,000 in 1986, $1,428,000 in 1987, $1,094,000 in 1988
and $5,070,000, in aggregate, from 1989 through 1995, No
lease extends beyond 1995. The majority of these leases con-
tain escalation clauses based on increases in property taxes
and building operation costs.

During the current year, the NASD entered into contrac-
tual agreements for the purchase of computer hardware and
software. At September 30, 1983, the amount outstanding on
these agreements was approximately $3,209,000.

There are legal proceedings pending against the NASD
separately or with others. Management belicves, based upon
the opinion of counsel, that liabilities arising from these pro-
ceedings, if any, will not have a material effect on the NASD.

Report of
Independent Accountants

"To the Board of Governors
of National Association of
Securities Dealers, Inc.

In our opinion, the accompanying consolidated balance
sheets and the related consolidated statements of operations
and equity and of changes in financial position present fairly
the financial position of the National Association of Securities
Dealers, Inc. and 1ts subsidiaries at September 30, 1983 and
1982, and the results of their operations and the changes in
their financial position for the years then ended, in conformity
with generally accepted accounting principles consistently
applied. Our examinations of these statements were made in
accordance with generally accepted auditing standards and
accordingly included such tests of the accounting records and
such other auditing procedures as we considered necessary
in the circumstances.

Price Waterhouse

Washington, D.C.
December 22, 1983




»M i
gH g

]

S

sy

2%«

RO




i

TIEEEEn =s: : -
[

gi...ﬂ...

=

&
2

e

IITEySEre wu »
[y
Tiass

==,

National Association of Securities Dealers, inc.

i
25 3
r

“
sl
J LAk vy JH
L ot B e
Sy e
Py

-
AL
L

Foliay
oy
s
e

b

N
i e - 3

=l £

et

F

{3
S-2T

=77,

"
ug,

5
g

§

f

-
F

\%
Rl

"

ST
ket Bl
b

koS,
; egtoﬂ'i‘ d
BiGsE
p— Jrin 7“3"‘"@
A MG a9 girdl
BAMTE g 1M gurtent e ¥
AEC - i % B : Wl e
Em * B s ¢ :
gt W R g e

AR Y i Cxuw

T =V Canka

N

i

2ty

Sane Cd¥

L e o
e e
il G
01 corein
1Ok
(G 2k
s s

”
o

[t e
[t et

TUEATIANT CONSTiTpy
ALONS ay,

s

T2

:':r'r By
Lszaes
CE ST IR ey

..
s,
TESy
S E

“FI7

. ESeETEE

FHEA
577
ot

?;:?ff

i
P e

H
L wn g BRED

E=

o i

- =
s FEIESE
il
=4
P L
: a;;if??u-’s

L
Ry =
£
v 1

i

-
s T

&,
i

5 FEE
FiE

FYEN

s
>
2 JEE
53

o7
xggEEETTT

#*

mioz

B g
in

it

s
#
[}

o;
*

T
o
s
%

97
2T
1}

.

Fa.

B

555 o=
;:y§%*-~‘ i
I T 4d
T := 27,

3

3
o

:N
7
ESEes
e SET e

}é,

7]

THTR e L i

B

W T FiokIE






