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NASD STATEMENT OF PURPOSE

Founded in 1939 on the pririciples of self-regulation,

the National Association of Securities Dealers, Inc. is a
membership corporation that serves three constituencies —
investors, public companies, and broker-dealer members.

. Its mission is to help the public and private sectors raise

capital by developing, operating, and regulating securities
markets that are fair, efficient, and liquid.

Through effective self-regulation, technological in-
novation, and a commitment to excellence, the NASD helps
foster economic growth and development domestically and
internationally.




FACTS AND FIGURES

¢ Trading volume in The Nasdaq Stock Market™
reaches 33.4 billion shares, the third highest year in
Nasdaq history, while dollar volume climbs to $452 billion,
the second highest ever.

¢ Nasdaq-listed American Depositary Receipts
reach new share and dollar volume highs as over 2 billion
shares, having a dollar value of more than $22 billion, are
traded.

e The Nasdaq Stock Market introduces a feature
to the Small Order Execution System that benefits investors
by automatically matching and executing customers’ limit

orders.

e A same-day comparison service (ACT) and a
screen-based negotiation feature (SelectNet) [urther
automate the order entry, exccution, clearance, and settle-
ment process. This means beter and faster scrvice for
members and their customers.

¢ Responding to fundamental changes in the
securities industry, the NASD Board adopts recommen-
dations of the Special Committee on NASD Structure and
overnance in five broad areas: Board composition, dis-
trict structure and representation on the Board, Board
committees, the National Business Conduct Committee,
and The Nasdaq Stock Market.

© The NASD purchases the 56-facility PLATO
Test Center Network for testing personnel in the securi-
ties industry and complementary ficlds. The network will
also be madce available to other industries that require the
certification of individuals.

© The NASD hosts a meeting ofthe International
Councils of Securities Dealers and Self-Regulatory
Associations, an organization that the NASD co-founded
in 1985 to aid and encourage the growth of international
securities markets.




CHAIRMAN’S AND PRESIDENT'S LETTER

For the benefit of investors, public companies, and
members, the NASD in 1990 launched (wo markets and set
the cornerstone for overseas expansion of The Nasdaq
Stock Market. Quite literally, we “made” three markets:

e The PORTAL™ Market, which began operating in
June 1990, is a real-time electronic market that brings
together qualified buyers and sellers of securities trading in
the vast private-placement market.

© The OTC Bulletin Board, also launched in June
1990, was developed to mect the needs of public com-
panies that are not eligible o list on Nasdaq. This electronic
market provides on-line pricing information on non-
Nasduaq over-the-counter securities — securities that pre-
viously had only day-old quotation information, if
available at all. This market’s instantaneous success
demonstrates the industry’s demand for real-time pricing
information delivered through screcen-based systems.

& Nasdaq continues 1o be a marker in the making. Tn
1990, we installed facilities in the United Kingdom to
support an extension of Nasdaq to Europe in 1991,
Through these facilities, NASD members, wherever they
are located, will be able to make markets in world-class
Nasdaq and U.S. exchange-listed securities during
European trading hours.

The future clearly belongs to securities markets that
offer investors immediacy, competitive pricing, and li-

quidity, and issuers access to capital at favorable rates.
Nasclaq is that kind of market. Tts pioneering infuence in
‘he world’s financial community is distinedy visible as
markets [rom London to Singapore to Japan have adopted
Nasdaq's electronic, screen-based sysiem,

The NASD has devoted, and will continue to devote,
considerable resources to further elevating Nasdag's status
as a world-class market. Technology upgrades and higher
listing and maintenance standards will enhance even fur-
ther Nasdag's reputation among public companies and
investors as an cfficient market thar fosters growth. Two
decades old, The Nasdaq Stock Market truly is “The Stock
Market for the Next 100 Years.”
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Joseph R Hardiman (left), NASD President and Chief Executive
Officer, and Kenneth J. Wessels, 1990 NASD Chairman.

To remain in the forefront of securities markets tech-
nology, we have undertaken a comprehensive assessment
of our systems capabilities for meeting our regulatory and
market-operations responsibilities. Our goal: To create a
technological platform from which we will design systems
that are custom-made ta meet the present and future needs
of our organization, our markets, and our members.

The state of the NASD in 1990 is one in which our
enforcement programs have never been more aggressive,
our markets never more innovative, and our commitment
to market quality and investor protection never more
resolute. By working together with our members, our
issuers, and the investing public, we will achieve our
corporate mission of helping business and government
raise capital to create jobs and promote economic growth,

- .
Kennera . WesseLs Joserr R Haroman
10990 Chetirman President and Chicf

Fxcoentire Officer
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BuiLDING MARKETS FOR A NEwW ERA

The NASD operates and regulates three distinet secur-
ities markets: The Nasdaq Stock Murket, The PORTAL
Market, and the OTC Bulletin Board. Fach uses electronic,
screen-based systems thut collect and disseminate on-line,
real-time information to facilitate the trading process and
to make the markets more visible and accessible.

THr Naspa Stock MARKET

Deg[ﬁite the dual threat of war and recession, The
Nasclag Stock Market closed our 1990 with a strong perlor-
mance. By vear's end, most Nasdaq indexes had
rehounded sharply from losses earlier in the year with
gains in the fourth quarter ranging from 2.3 10 13 .3 percent.
Nasdaq trading volume reached 33.4 billion. the third
highest ycar in Nasdaq history, and Nasdacy's dollar volume
climbed to $452 billion, the second highest ever.

During Nasdaq's 20 years of existence, the NASD has
constantly evaluated the market's listing criteria, peri-
odically adjusting both quantitative and qualitative stand-
ards on which investor confidence is built. Last year, the
NASD ook steps to tise standards for (hose companics
that seek to list on regular Nasdag. Nasdac National Market
System listing criteria, which exceed those of regular
Nasdagq, remain unchanged.

If approved by the SEC, applicant companies for

NASDAQ regular Nasdaq will be required to have total assets of $4

SHARE VOLUME

{Ir B'llions)

million and a public float of $2 million (double the present
leveD), while companies already listed inust maintain at
least $2 million in equity and a public float of no less than
#1 million. For public companies that cannot meet these
standards, the NASD's new OTC Bulletin Board will serve
as a seasoning ground, preparing them until they qualify
Lor listing on regular Nasdaq.

Nasclag's Small Order Execution System, which
guarantecs automatic execution of customer ageney or-
ders of up o 1,000 shares — at the best available price —
was also improved in 1990 with the addition of a limit-

order match feawure. ‘The new feature enables public

5 10 15 20 25 30 Jonr
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Tbe Nasdagq Stock

Market is bome to

many world-class
companies whose
products, including
Apple computers,
Oshkosh B'Gosh cloth-
ing for children, and
Ben and Jerry's ice

cream, are bousehold

. names. The Nasdag

Stock Market is also

hame to the most

actively traded stock
in the nation for the

third successive year—

. MCY Communications

Corparation.




NASDAQ
DOLLAR VOLUME
{In Biilions)

75

150 225 300

375 450

customers (o receive automatic execution of matching limit
orders priced within the best bid and ask. In addition to its
benefir as a portfolio management tool, the order-match
feature provides investors with a valuable means of lower-
ing their transaction costs.

New rules adopted in 1990 now require Nasdaq mar-
ket makers to display substantially more information on
their workstations about the depth and liquidity of markets
they make. 'This is the result of an NASD rule that requires
market makers (o display the number of shares they will
buy and sell at their quoted prices in amounts no less than
their trading obligations in the Small Order Execution
System. The newly displayed information provides greater
insight into the quality, liquidity, and depth of markets on
Nasdaq.

By looking ahead 1o the future of worldwide
clearance and settlement standards, Nasdag became the
lirst domestic stock markel (o feature a same-day com-
parison capability. Called the Automated Confirmation
Transaction (ACT) service, it reduces the risk of clearance
and sctlement and prepares the indusiry for the even-
tuality of a shorter settlement cycle.

SelectNet is another market service introduced in
1990. This  screen-based trade negotiation service gives
the trading community 4 means for obtaining fast, low-
cost, and efficient execution of orders. In periods of active
markets, it enables markel makers to better service their
Customers.

Following a 1.S. Court of Appeals decision to vacate
SEC Rule 19c¢4, the “shareholder voting rights rule,” the
NASD swiftly adopted a mirror-like rule of its own for
Nasdaq National Market companies. The NASD rule gives
companics maximum flexibility in deciding their capital
structure while it prolects the rights of existing share-
kolders. The NASD's rule also preserves hard-earned blue-
sky exemptions for Nasdaq National Market companies,
which many states granted in response to the NASD's
corporate governance standards.

As a result of continuous work with state legislatures
and securities administrators, Nasdaqg National Market
companies now enjoy exemptions from registration or
parity with the exchanges in 42 jurisdictions. In addition,
there is some form of exemption in most of the remaining

Six



N asdaq is moving

beyond linkages with
other arntomated sys-
tems to the estab-
lisbment aof full
operations in the
United Kingdom.
Ihis extension of the
electrowic, interdealer
Nasdrqg netiwvork will
ive NASD members
the opportunity to
make markets in
Nasdag securities, as
well as U.S. exchange-
listed securities,
during Furopean

trading bours.




True PORTAL

NASDAG ADR
SHARE VOLUME
(In Milliors)

250 500 750 900 1,000 2,000

jurisdictions, and parity with the exchanges in all states
should be achieved by the end of 1991,
To increase awareness and understanding, The

Nasdaq Stock Market launched a national advertising pro-
gram in 1990. The program, which includes print and
broadcast advertising, conveys the messa ge that Nasdaq is
a dilferent stock market — efficient and technologically
sophisticated — with much w offer public companies and
investors, This program continues in 1991,

MARKET

PORTAL, a real-time clectronic market that brings
together qualified buyers and sellers of securitics in the
private placement market, was launched by the NASD in
June 1990. PORTAL is the first markert to take advantage of
the expanded opportunities for tradiing private placements
under SEC Rule 144a, which provides a legal framework
that liberalizes the rules governing the trading of these
securities.

PORTAL is not a market for individual investors.
Rather, participation is limited to brokers. dealcrs, and large
institutional investors. Although the market for private
placement financings slowed considerably last year,
PORTAL was able 10 achieve a modest degree ol success.
By the cnd of the year, 39 marker mukers had joined
PORTAL and 27 issues were quoted in the system — 13 of
them issues of the recently privatized British electric utility
companies, 6 from France, 2 cach from Japan and the US
and 1 each from Bermuda, Finland. Korea, and Sweden.

In early 1991, the NASD anncunced that it would
modify PORTAL in response to investor preferences tor an
open information and trading system, one that would be
free of many of the regulatory requirements in the original
design. The new refinements will enable PORTAL to
achieve the basic goal for which it was designed - — over-
coming the historic fragmentation and obscurity of the
restricted securities market.

cipht



3 Liberah’zation of
' SEC rules governing
resales of restricted
securities makes it
easicr for overseas
issuers, such as the
British Electric
Companics, 1o access
the U.S. private-
Pplacement market.
The PORTAL Markef
is a screen-based
system developed by
the NASD to ensure
compliance with SE.C
requirements while
JSacilitating secon-

dary market trading.




NaspaQ INTERNATIONAL™

- OTC Burrerin

aTC
BULLETIN BOARD

Facilitaled by advances in telecommunications tech-
nology, cross-border equity trading has almost doubled in
the last three years and increased 16-{ald since 1979, By the
year 2000, it is expecled to reach nearly $5 trillion. As
investors, issuers, and securities firms each expand their
horizons in search of the best return, low-cost capital, and
international business opportunities, the globalization of
world capital markets will accelerate.

Developed in response 1o these demands, Nasdag
International, a United Kingdom-based version of The
Nasdaq Stock Market, will be unveiled in 1991. Designed to
provide securities firms, investors, and world-class com-
panies with the opportunity to participate in a new transat-
lantic securities market for US. equities, the Nasdaqg
International market will feature an international quotation
network; efficient. computerized trade reporting; and U.S,
clearance and scttlement.

Boarp

The NASD introduced the OTC Bulletin Board in June
1990 to provide issuers of securities not eligible for listing
on Nasdaq with a more visible, more licuiid, and more
easily regulated market. The success of the OTC Bulletin
Board exceeded all expectations. By vear's end:

o Market-maker participation in this nationwide,
screen-based system for the display of quote information
on over-the-counter stocks tripled to 234.

@ The number of marker making positions tripled to
above 10,000 in more than 4,200 securities.

@ More than 70 percent of the prices being quoted
were firm on one or both sides of the market.

Prior to the launch of this market, real-time quotation
information for these securities was simply unavailable
except on a stock-by-stock basis through individual calls to
markel makers. In one sweeping move, the OTC Bulletin
Board brought an obscure market into the electronic age.

FUFE
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l o longer do inves-
tors in over-the-
counter securilies —
those not traded on
Nasdaqg or a stack
exchange — bave fo
settle for pricing infor-
mation from day-old
quotations publisbed
in deril
NASD's OTC Bulletin

Board nowe provides

tistings. The

fnvestors, issuers,
members, and regula-
tors with automated,
on-line access to real-
time OTC securities

prices,




INVESTOR PROTECTION HIGHLIGHTS

NASD
YEAR-END
STATISTICS

@ The NASD conducts 3,856 cxaminations of
members” main and branch offices and resolves 4,408
customer complaints.

¢ District committees and the Market Surveil-
lance Committee file 1,080 formal disciplinary ac-
tions, render 525 disciplinary decisions, and accept 231
settlement offers. These actions lead o the expulsion of 92
firms, the barring of 344 individuals, the suspension of 17
firms, and the revocation of the licenses of 329 individuals.
In addition, the NASD levies penalties on individuals and
member firms totaling more than $30 million.

© In cooperation with federal and state officials,
the NASD continues its crackdown on market abusers,
particularly in “penny stocks.”

e The NASD fills 4,859 investor requests for in-
formation on members and associated persons.

© The NASD supervises the self-liquidations of
five firms, rcturning to customers and broker-dealers
funds and securities totaling $288 million without needin 2
to appoint a SIPC trustee.

© Automated market surveillance triggers
14,259 on-line pricc and volume alerts, which lead 1o 114
formal investigations and the referral of 51 cases to the SEC,

e The Qualifications Department administers
160,451 tests o persons seeking to become registered
representatives or principals of members,

© The Advertising Department reviews 29,786
pieces of advertising und sales literature for confor
mance with applicable requircments.

© The Corporate Financing Department reviews
the underwriting arrangements of 1,393 public offerings
having an aggregate volume of $78 83 billion,

feeli



NASD BOARD OF GOVERNORS

To Serve Until January 1991

(Front row. lefl to rights
MILES Z. GORDON
Financial Netsvork
Investment Comp.
Torrance, California

*ROBERT H. MUNDHEIM
Fricd, Frank, Harris &
Jacobson

New York, New York
NASD Vice

RONALD E. BUESINGER Chetirman-Firance. 1990
A G. Edwards & Sons. Inc.
St. Louis, Missouri

NASD Vice Chairman, [000

PATRICK C. RYAN
Johnston, Letnion & Co.,
Incomoratecd
KENNETH J. WESSELS Washingron, D.C.
Wessels, Amold &
Henderson, LP. ‘Back rouw lefi 10 right)
Minneapeclis, Minnesota SHELDON M. FECHTOR
NASEY Chetirman, 199X

Boston, Massachuscelts

COrCrHGT-G -G,

Fechtor, Detwiler & Co.. [ne.

*ALAN F. SHUGART
Seagate Technology
Scotts Valley, California

JOSEPH R. HARDIMAN
NASD President and Chief
Hxecutive Officer
Washington, 12.C.

DANIEL J. CRISTOFANO
Ernst & Company
New York, New York

DON A. BUCHHOILZ

Southwest Securities, Inc.
Dallas, Texas

1hivicen

(Nt show )

*JOHN E. PEARSON
Northwestern National Life
Insurance Company
Minneapolis, Minnesota



NASD BOARD OF GOVERNORS
To Serve Until January 1992

(Front row, loft 1o Fights
WILLIAM B. SUMMERS, JR.
McDonald & Company

Securities, Inc.
Cleveland, Ohin
NASL Chairman, 1991

L. GENE TANNER
Ratfensperger, Thighes
& Co. Ine.
Indianapolis. Indiana

NORMAN H. PESSIN

Neuberger & Berman
New York. New York

Corerinr-at-laree.

JOHN B. WEINGART
Smith Barney, Harris
Upham & Co., Inc.

San Prancisco, Calitornia

{Beack vow, [oft 1o right}
ROBERT L. CILARK
11 C. Wainwright & Co,
Boston, Massachusetts

“WILLIAM R. THOMAS
Capital sSouthwest Comp
Dallas. Texas

LEOPOLD SWERGOLD
Furman Selz Incorporated
New York, New York

WILLIAM G. PAPESH
Murphey Favee, Ing.
Spokane, Washingron
NASD Vice Chatrman-
Finance, 1991

(NOE shoigir)
“RONALD P. LYNCH
Lord, Abhett & Co.
New York, New York

NASD Vice Chairman, 19971

Jourteen

*VICTOR R. WRIGHT
Goldman, Sachs & Co.
New York, New York



To Serve Until January 1993

(Front rowe, lefi to vight)
ANDREW I. BERGER

Wertheim Schroder & Co | Inc.

New York, New York

*J. BRUCE LLEWELLYN
The Philadelphia Coca-Cola
Bottling Company
New York, New York

JERRY WILLIAMS
Williams securtties
Group. Inc.
Tampa. Horida

YCrering of farge

*DAVID S, RUDER
Northwestern University
School of Law
Chicago, linois

(Back yow, lofi 1o right)
PHILIP 5. COTTONE
MBI Equities Corp.
Cherry Hill, New Jersey

JOHN W. LAVERY
Merrill Lynch Capital Markets
INew York, New York

(Not shoter)

ANSON M. BEARD, JR.
Morgan Stanleyv & Co., Inc,
New York, New York

CHARIES B. JOHNSON
Franklin Distributors, Inc.
San Mateo, California

THOMAS E. MEADE
Boettcher & Company, Inc.
Denver, Colorado

JERRY ROBERTS

Hill, Crawford & Lanford, Tnc.
Littde Rock, Arkansas

Sifteen



NASD BOARD OF GOVERNORS
1o Serve Until January 1994

CFVoitt vt fefl te rights
DAVID J. POWEILL
The Principal Tppler,
Guerin & Turner, Inc.
Dallas, Texas

JJOHN C. BURTON
Columbia University
Graduate School of Business
New York, New York

JAMES M. MCMULILAN

William Blair & Co.
Chiicago, Hlinois

roreriior-at-lasoe

f Betede rows, fef to right)

PETER B. MADOTF

Bernard L. Madoff Investment
Sceuritics

New York, New York

NORMAN FRAGER

Stifel, Nicolaus & Company,
Incorporated

St Louis, Missour

FREDRIC M. RORERTS
F. M. Robents & Co, Ine.
Los Angeles, California

*STEPHEN J. FRIEDMAN
The Equitable Life Assurance
Society of the United States
New York, New York
ROBERT CO#IN

Octel Communications

Corporation

Milpitas, Californiu

(Nt shoten .

"MARGO N. ALEXANDER
PaineWehber Ino,

New Vork, New Yeork

SATOCH



1990 NaATIONAL COMMITTEES

The National Committees make recominendations o the Board

Execurive
CoMMITTEL

*kenneth 1, Wessels. Chatrman
*Ronald E. Buesinger

*Sheldon M. Fechtar

*Robert H. Mundheim

*Patrick C. Rvan

*Alan F. shugarn

“William B. Summers, Jr.

‘Tohn B. Weingart

“Victor Wright

*Joscph R. Hardiman, President

Aupit
COMMITTEE

Tohn E. Pearson, Chairman
*Davicd S, Ruder

*Leopold Swergold

Financr
COMMITTEE

*Robent H. Mundheim,
Chairmeain
*Don A. Buchholz
"Ronuld E. Buesinger
*Daniel J. Cristotano
*Charles Y. Johnson
*Ronald P. Lynch
"William G. Papesh
*Leapold Swergold
‘L. Gene Tanner
*William R. Thomas

*oseph R T lardiman, Presidont

Member: NASD Board of Governors

of Governors on their areas of expertise. Members are appointed by the
Board, The Executive, Audit, Finance, and National Business Conduct

Committees meet before cach Board meeting: other committees meet

zs needed. Special ad hoc committees and task forces are created

throughout the year when important issucs are to be considered.

NATIONAL
Business
ConbucT
COMMITTEE

“William B. Summers, Jr.,
Chatirntan
*William G Papesh
Vice Chairman
*Anson M., Beard, Jr.
*Andrew L, Berger
*Philip S. Cottone
*Chardles B. Johnsun
“John W. Lavery
*Thomas E. Meade
*Jerry Roberts
*David S Ruder
*William R. Thomas
Herry Williams

ARBITRATION
CoOMMITTEE

David Lipton, Chairmain
*Robert L Clark
*Daniel ). Cristofano

Robert J. Downing

Victor Elting, 117

David W, Hunter

Theodore Krebshach
John S. Lutz

Phil Mandel
*Robert H. Mundhcim

Gerald F Rath

David E. Rosedalil

Owen Guinn Smith

Boarp
SURVEILLANCE
COMMITTEE

Edmund J. Cashman, Jr
Larry D Hayden

John G. Higgins
Richard 1. Hinton

A Jamnes Jacoby

John B. Levert, Ir.
William B. Madden
Bemard L Madotf
David W. Mesker
Glenn R. Oxner

L. C. Petersen

Alfred J. Rauschman, Sr.
Lynn P. Reitnouer

Carl P. Sherr

Jammes C. Stone, TI

L. Gene Tanner
Norman T. Wilde, Jr

CONGRESSIONAL/
State Liatson
COMMITTEE

Alfred J. Ruuschiman, Sr.,
Chairnian

*Donald A. Buchholz
Conrad Goodkind
Francesca M. Maher
Orestes | Mihaly

David I Rosedahl

Judah € Somme;

selenleern

CORPORATE
Apvisory Boarp

William R. Thomas, Chairmen
Michael Ashoroft

James 1. Donald

Edward K. Dunn_ Jr.

Hurry Figeic

Steven Co Mendell
Christopher J. Murply, ill

Roy H. Parl, Sr.

Frank Stronach

CORPORATE
Fivancing
COMMITTEE

*Normman Pessin, Chairman
[toward L. Blum, Jr
T. Anthony Brooks
Edmund J. Cashman, jr.
Bruce S, Foerster
E. Robert Kent, Ir
John Kohl
sSorrell Mathes
Joseph V. Missert, 111
William 8. Schrejer
Michael R Smith
Sabin C. Swecrer
*Leapold Swergold

Charles 11, Symington, Jr



1990 NATIONAL COMMITTEES

Direcr
ParTICIPATION
Procrams/
REeaL EsTaTE
COMMITTEE

*Miles Z. Gordon, Chuirman
*Philip $. Cotlone

Rosalie ¥. Goldberg

John 1. Graham

JTames A, Kaval

Steven K. MeGinnis

Lucy Robins

Robort & Stanger

William Turchnyn, Jr.

Richard G. Wollack

FinaNciar
COMVUNICATIONS
Ax~D INvEsTOR
Rerations
COMMITTEE

Irving B. Schoenberg, Chairman
Susanne G. Clark

Valoree B Dowell
loseph J. Fitzsimmons
Tohn N Grunewald

F Trent

James W Jarrett

Charles E. Jones, Jr.

William B. Tyan

Michael Qzburn

Brian €. Stanley

John C. Wilcox

Philip 1. heuper (Ex Offfcio)

* Hember, NASH Board of Governors

Fixep IncoMme
SECURITIES
COMMITTEE

*Jerry Roberts, Chairman
Brian Hays

Dennis C. Hensley

I. Stephen Putnam
Donald Rappaport
“William B. Summers, Jr.
Michael Ir. Vick

INSTITUTTONAL
INVESTORS
COMMITTEE

Edward J. Mathias, Chairmean
Willizam L. Cobly, Jr.
James Coxon

Gary Helms

Robert I A. Irwin, Jr.
*Charles B. Johnson
*Ronald P Lynch

Robert A. Mclaughlin
Robert P. B Michaelson
Thomas L. Pulling
Eelward V. Regan
‘Thomas H. Roulston
Gail §. Schoettler

Dennis G Sherva

INTERNATIONAL
COMMITTEE

Joho G, McDonald, Chairmen
*Anson M. Beard, Jr.

Thomas Bumett

James M. Davin

Michacl Dritz

David FitzWilliam-Lay
Thomas Gundoreggio
*Robert H. Mundheim
*David S Ruder

Charles H. Symington, Jr.

*Victor Wright

INVESTMENT
COMPANIES
COMMITTEE

*Ronald P. Lynch, Chatrman
J. Hanmulton Crawford, Jr.
Tarrant Cutler

L. Grahanm Holloway
Kevin P. Howe

*Charles B. Johnson
Barbara M. Lange

Ian Maclean

Scott E. Marlin

*William G. Fapesh
Gerald E. Pelrer

Peter W Rea

Rudolph C. sander

J. William Suott

Lecar
Apvisory Boarp

Alan B. Levenson, Chaivnwin
John F. Cogan, Jr.
Donald C. Langevoort
Simon M, Lorne
Hugh H. Makens
Bruce A. Mann

Paul J. Mason

Neal S. McCoy

John F. QOlson

Richard M. Phillips
Richard B. Smith

A A Sommnuer, Jr.
Larry W Sonsini
Williarn J. Williams, Jr.
John F Worthington

Frank W1 Wozencraft

cightcern

MANAGEMENT
COMPENSATION/
DevetopmenT
COMMITTEE
“Ronald P. Lynch, Chairman
*Andrew L. Berger

*Ronald E. Buesinger

M. Bruce Llewellyn

“Robert H. Mundheim
*William B. Summers, Jr

*Kenneth | Wessels

Marker
SURVEILLANCE
COMMITTEE

Richard C. Romano, Chairman
George A. Boujoukos
Roland Catalano
Samuel M. Davidson
Richard M. Drew
John P, Hughes
Arthar J. Kearney
Frank Masi

John ). Muldowney
John Newhall

James AL O'Neill
Hedi Reynolds



MARKETING
COMMITTEE

Lynn P. Reitnouer, Chairman
*Andrew L. Berger
Howard L. Blum, Jr.
Douglas E. Hiil
Charles E. Jones, Jr.
Thomas J. Mulvaney
Peter . Muratore
Russell J. Page

Mark 1 Preston
*Patrick C. Ryun
Charles Salishury
Rudolph € Sander

John B. Weingat

MiMBERSHTP
COMMITTEE

‘Ronald E. Buesinger, Chafrmait

Carolyn Akers

John L. Burbidge
Glenn R. Oxner
*Williar G. Papesh
Rudolph C. Sander
John R. Smith, Jr.
Thomas . Tagliamonte
*Tohn B. Yeingart

Madeline A. Weinstcin

Naspao
Hrearing Review
COMMITTEE

Alan F. Shugart, Chairmmient
James . Harrison, Jr.
Jumes F Keegan

Peter K. Loeb

Christopher J. Murphy, 11
*Norman H. Pessin

*L. Gene Tanner

* Member, NASD Board of Goverors

Naspag/NMS
(QUALIFICATIONS

COMMITTEE

William B, Maddcn, Chairnan
Donald E. Eagon, Jr.

John C. Giesea

A James Jacoby

John C. Kikol

William B. Lynn

Frank Masi

NATIONAL
NOMINATING
COMMITTEE

*Kenneth | Wessels, Chairmean
James M. Davin
Siephen L Hammermian
David W. Hunter
*Robert H. Mundheim
*Alan E Shugart
William L. Tedford, Ir
Hoseph R. Hardiman, President
(Fx Offecio)

OPERATIONS
COMMITTEE

*Don Buchholz, Chairmarn
Michael Dreitlein
Vincent Fay
Robert Ferrenting
Norman Frager
Anthony Geraci
Altred Golden
George Hoflfman
Nelson Kibler
Michael Passareila
James Peck

John Sanders

L. Gene Tanner

Pavvevt For
Orper Frow
COMMITTEE
*David &, Ruder, Chairnan
*Anson M. Beard, Jr
John B. Manning, Jr.
Bermard L Madoff
Edward |. Mathias
"Noryan . Pessin

Ronald W. Readmoncd

STRATEGIC
Pranning
COMMITTEE

William L. Tedford, Ir., Chairpign

James M. Davin
Stephen L Hammerman
David W Hunter

Alan B, Levenson
Bernard L. Madoff

AL A Sommer, Jr
Thomas Sullivan
*Kenneth J. Wessels

Joseph K. Hardiman, Presicdent

TraDiNG
COMMITTEE

Peter DaPuzvo, Chairman
Al Andicrson
*Sheldon Feck o
Austin George
Rabert LoRe
Peter Madott
Frank Masi
Jerrold Newman
Aldo Pareesepe
Hedi Revnolels
*Patrick Rvan
Ralph Yalentino

Jack Wertheim

Hineleen

V ARIABLE
CONTRACTS
COMMITTEE

*Tohn E. Pearson, Chairman
John M. Behrendr

Vincent T. Cloud

Tarrant Cutler

Edward E. FLill

Timothy B Murphy

Cynthia M. Orcutt

Poter W Ren

Joseph M. Rob

Bruce R Sefany



1990 DistricT COMMITTEES

DistricT 1

Alaska. ldaho, Montara.

Crregon, and Wushingion: 157

members, 1211 braiches

John G. Woodhead
Chartrinen

Phelps & Woodhead, Inc.
Spokane, Washington

L. oyt Demers

Vice Chairman

KMS Financial Services, Inc.
Seattle, Washingion

Peter 1. Baker
Faster, Paulsell & Baker
Seattle, Washington

Burton L. Bealun
A G Edweards & Sons, T
Porland, Oregon

James W. Kays
Adams, Hess, Moore & Co
Eugene, Oregon

Steven K. Larson
Richards, Merrill & Peterson
Spokane. Washington

The NASD Board in 1990 approved a recommendation by the

Special Commitree on NASD Structure and Governance to modify the

size: and number of NASD Districts. This restructuring, which took

effect January 1, 1991, reduccd the number of districts from 13 1o 11,

The NASD continues 1o operate 14 district offices.

The restructuring does not change the role of NASD District

Commirtees. Members of the District Comumitces continue toy serve an

Business Conduct Committees 10 review reports of NASD examiners,

investigate complzaints against members, conduct disciplinary proceed-

ings, and impose penalties tor violations of federal and stte laws,

Municipal Securities Rulemaking Board rules, and the NASIYs Rules of

Fair Practice, The chairmen of the commintees comprise the Advisory

Council of the Board of Governors.

Richard Pacholski

Seattle Northwest Securities, Inc.

Seattle, Washington

Vincent M. Purpura
DAL Davidson & Co., Inc.
Grear Falls, Montana

Charles H. Putney
PaineWebber, Inc.
Portland, Oregon

C. Fred Roed

Piper, Jaffray & Hopwood,

Incorporated
Seattle, Washinglon

Richard A. Schober
Harper, McLean & Co.
Seattde, Washington

Bradford M. Patterson
Director

One Union Square

600 University, Suite 1911

Seattle, Washiington 98101-3132

(415) 781-3434

DistricT 2

Califorria. Nevada, and Hawaii;

812 membery, 3, /41 branches

Earl E. Alexander
Co-Chatrman

Lord, Abbctt & Co.

San Francisco, Californiuy

Trevor M. Morris
Co-Chairmen

Seidler Amdec Securities, Inc.
Los Angeles, California

Samuel M. Yates

Vice Co-Chalrnan

Sutro & Co | Ine

San Francisco, California

Alan E. Goldstein
Vice Co-Chatrmian

Shearson Lehmon Brothers, Ine.

Tos Angeles, Calitormia

Stephen R. Adams
Van Kasper & Company
San Francisco, California

taenty

Alan D. Browning
Jefferies & Company, Inc,
L.os Angeles, California

Ronald J. Consiglio
Cantor, Fitzgerald & Co., Inc
Los Angeles, California

David P. Herrmann
Herrmann Securities, Inc
Danville, Calilornia

Frank L. King
Titan Value Equities
Group, Inc.

Tustin, California

James D. Klein
PaineNWebhber, ne
San Francisco, Calitornia

Barbara Lange
Equitec Securities
Ouakland, California

Joan B. McGilvray
MeGilvray & Associates, Ine.
Carlsbad, Californiai

David P. Murphy
Smith Barney, Harris
Upham & Cao., loc.
Los angcles, California

Kenneth L. Rosenblum
SE nvesunents. Inc,
Santa Monica, California

Leonard H. Rossen

The Fquutable Life Assurance
Soctery of the United Srates
Fresnao, California



David W. Studley
Dean Witter Reynolds, Inc.
San Francisco, California

Samuel M. Yates
Sutro & Co, Inc.
San Francisco, California

Theodore F, Schmidt
Divector

425 California Strect

Room 1400

Sun Francisco, California Q4104
CHLST TRT-4434

Kye Hellmers

Direclor

30G South Grand Avenue
Suite L6000

Los Angeles, California 90017
(213)0627-2122

DisTricT 3

Arizona, Colorado, New Mexico,
Utab, and Waoming: 257
members, 1,240 branches

Anthony B. Petrelli
Chalrmin

Neidiger, Tucker,
Bruner, Inc

Denver, Colorado

Thomas Delnoce

Vice Chairman
Westamerica Investment
Group, Inc.

Scottsdale, Arizona

J. Dennis Catten
Olsen Pavne & Co.
Salt Lake Ciry, Utah

Fdward A. Digiacomo
Schneider Securities, Inc.
Denver, Colorado

David R. Dove
Smith Barney, Harris
Upham & Co., Inc.
Scottsdale, Arizona

Dennis C. Dowd
John G, Kinnard and Company
Englewood, Golorado

Donald L. Eder
Dain, Boswaorth, Tne,
Denver, Colorado

Marc N. Geman
Porttolio Muragement
Consultanes, Ine.
Denver, Colorudo

Dan L. Mauss
Wasatch Stock Trading, Ing
Salt Lake Ciry, Grah

Todd M. Milliken
shearson Lehman Brothers, Ine
Casper, Wyoming -

Frank J. Birgfeld
Director

1401 17th Street, Suite 700
Denver, Colorado 80202
(503) 298-7234

DistricT 4

Kansas, Missourt, Nebraska, arnd
Oklahoma: 387 members, 1,388
breenches

Norman E. Heitoer, Jr.
Chatirmicdin

The Heitner Corporation
St Louis, Mssourt

John S. Ellspermann
Vice Charrmem

Kidder, Peabody & Co,,
facorporated

Kansas City Missouri

Larry . Armel
Jones & Babson, Inc.
Kansas City, Missouri

Kenneth A, Bretthorst
First St Louis Securities, Inc.
St Louis, Missouri

William H. Coughlin
George K Buum & Co.
Kansas City, Missouri

Neil T. Douthat

Piper, Jattray & Hopwood,
Incorporated

Kansas Ciry, Missouri

Quinton H. Eilis, Jr.
Merrill Lynch, Prerce.
Fenner & smith, e,
Oklahoma City, Oklahomau

Leonard X. Noah
stern Brothers & Co,
Kuansas City, M:ssouri

Jimunie L. Rice
Shearson Lehiman Brothers, Inc.
Wichita, Kansas

Thomas C. Sanders, Sr.
Stifel, Nicolaus & Company,
Incorporated

St. Louis. Missouri

Robert T. Slezak
Ameritrade, Inc.
Omitha, Nebraska

Jack Rosentield

Director

120 West 1.2th Swreet, Suite 900
Kansas City, Missouri 64105
(816 421-57G0

LR Y-Orte

DistricT 5

Alabamua, Arkansas, Lowisiana,
MIssissippi, and westeri
Tennessee, 163 members, 861
branches

Thomas V. Harkins
Chetivh i

Morgan Keegan & Company
Little Rock, Arkansas

Henry M. Fyfe
Lice Chatirncin
Municipal Securitics Incorporared
Memplis, Tennessee

Colin A. P, McNease
Vice Chatrmen
PaineWebber, Inc.

Jackson, Mississippi

Denald B. Clanton
Commerce Investment
Corporation

Memphis, Tennessee

Philip Gensler, Jr.
Waters, Parkerson & Co., Inc.

New Orleans, Louisiana

E. Douglas Johnson

Johnson Rice & Compuny

New Orleans, Louisiana

George W. Porter, Jr.
Porter, White & Yardley, Tne.
Birmingham, Alabana

Warren A. Stephens
stephens, Inc
Little Rock. Arkansas

Robert IL. Young, Jr.
Frazer Lanicr Company,
Incomorated
Montgomery, Alabama

Warren A. Butler, Jr.
fhirector

Encrgy Centre, Suite 850
1100 Poydras Street
New Orleans, Louisian
70103-0850

(3043 522-6327



1990 DistricT COMMITTEES

DistricT 6

Texas, 368 members, 1,229
brarnchos

David J. Powell

Chairmeain

The Principal- Eppler, Guerin &
Turner, Inc.

Dallas, Texas

John W. Ferguson

Vice Chairman

May Financial Corporation
Dallas, Texas

George R. Dullnig
George E. Dullnig & Co.
San Antonio, Texas

David M. Glatstein
Barre & Company, Incorporated
Dallas, Texas

Robert G. Gunn, 111
Gunn & Cempany lncorporated
San Antonio, Texas

Edward J. Harrison
Southmark Financial
Services, Inc.

Dallas, Texas

Gary Little page
M. G. S 1 Securities
Houston, Texas

Claude I1. Montgomery
Merril] Lynch, Pierce,
Fenner & Smith. Ine
Houston. Texas

Michael Wadsworth
Masterson & Company
Houston, Texas

Peter M. Walker

LDirector

1999 Bryvan Street. Suite 470
Dallas. Texas 75201

(214} O0U-TO30

DistrIiCT 7

Florida, Georgia, Sonith

Carolina, eastern lennessee,
Prerto Rico, Canal Zone, and the
Vivgin Islarids; 469 members,
2,590 brarnches

Edward D. Hill

Chairman
1L Bradford & Co.
Nashville, Tennessce

Robert M. Balentine
Balentine & Company
Atkinta, Georgia

Benjamin E. Fisher
Smith Barney, Harris
Upham & Co, Inc.
Tampa, Flonda

S. Rawls Fortenberry
A Gl Edwards & Sons, [ne.
Winter Haven, Flarida

Thomas A, James
Ravmond, James &
Assoctdtes, Ine

S Petersburg, Florida

Hector M. Mayol, Jr.

Vice Chairmen

Equivest Capital Comporation
[ito Rey, Pueno Rico

John S. McNally
[ean Witter Revnolds, Tne.
Orlando. Floricda

G. Bruce McPherson, Jr.
Edyar M. Norris & Co., Ine.
Greenville, south Carolina

Raymond H. Smith
smith, Brown and Groover, Tne,
Macon, Georgid

S. Bennett Whipple

Yice President. Divector

Qne Securities Cenlre, Suite 500
3490 Piedmont Road, NE
Adanta, Georgia 30305

CHIT1 2396100

DistricT 8

Hinois, ndiara, fowd,
Michigan, Mirinesote, North
Dakora, South Dakota, and
Wisconsin: 083 members, 4,732
branches

James I. Mooney
Chairmar

Dean Witter Revnolds, Inc
Detroir, Michigan

Henry 1. Montgomery

Vice Chatrinear

Planners Financial Services, Inc
Minneapolis, Minnesota

Steven ). Berghs

Piper, Jaffray &
Hopwood. Incorporated
Minneapolis, Minnesota

E Scott Brown
Raffensperzer, Hughes,
& Co., Inc.

Muncie, Indiana

James C. Bylenga
Centennial Securities
Co. Incorporated
Grand Rapuds, Michigan

Cynthia M. Carlson
105 Financial Services, Inc.
Minneapolis, Minnesota

Mary Lee Corrigan
Griftin, kuhik, Stephens &
Thompsoun Inc.

Chicaga, Ulineais

tendy-tut

Rabert L, Cram
R. G. Dickinson & Co.
Des Moines, lowa

George H. Headford
Headford & Company,
Incorporated

Fart Wayne, Indiana

Larry J. Hoffman

Blunt Lflis & Loewd, Incorporated
Division of Kemper Securities
Group, Inc

Milwaukee, Wisconsin

Daniel C. Kriser
Cedar Hill Financial Services, Inc.
Chicaga, innis

Milton A, Newton
M. B. Vick & Company
Chicago, linois

Jonathan A. Raclin
The Chicago Corporation
Chicago, lllinois

G. Donald Steel
Planned Invesunent Co., Inc.
Indianapolis, Indiana

Rodney E, Trautvetter
Burke, Christensen & Lewis
Seeuritics Ine.

Chicago, Hlinois

E. Craig Dearborn
Director

10 South Lasalle Sureet

20th Flaor

Chicago, Hlinois 60603-1002
(312) 899-4400



DistricT 9

Kentucky and Ohio: 152
members, 1.196 branchis

Darrell A, Patrick
Chetragn

SO Wolte & O
Davton. Ok-o

Bruce Avedon
Vice Chetirmein
Carillon Investrens, Ine.
Cmacinnad, Ohio

Eugene W. Barrett
Shearson Lehman Brothers, Ine
Columbas, Olhue

John H. Finn, I
John Finn & Company, Inc.
Cincinnati, Ohio

Dewey Hall
J.C.Brudiord & Co
Columbus, Cihio

James C. Redinger
Melonzld & Company
Securirics, Ine,
Cleveland, Ohio

Norman L. Reiter
Dean Witter Reynolds, Inc.
Alron, Ohio

Kenneth L. Wagner
1.1 B Hilliard, 3. L. Lyons, Tnc.
Loulsville, Kentucky

Thomas B. Watterson
Cowen & Co.
Cley eland. Ohio

William H. Jackson, Jr.
Director

Renaissance on Plavhouse Square
1550 Euctid Avenue, Suite D))
Cleveland. Ohio 44115

(216) G971 1343

District 10

District of Columbia, Mariland,
Noth Carolina, and Virginia,
243 members, 1,300 branches

William R. Rothe
Charrma

Alex. Brown &
Sons, Incorporated
Baltimore, Marvland

Robert W, Corby

Viee Chairme

RoW. Corby & Co, Inc.
Washington 1.C.

James E. Brucki, Jr.
J- 1B Hilliard, W.L, Lyons, Inc.
Charlotte, North Carolina

II. Keith Brunnemer, Jr.
First Churlote Corporation
Charlotte, North Carolina

Carlton M. Collins
Wheat, First Securities, Ine.
Washington, T).C

Alexander I. Heckman
Prudential-Bache Securities Inc.
Washington, D.C.

‘William W. Knobloch
Kidder, Peabody & Co., Inc.
Baltimore, Maryland

Jonathan L. Peeler
). Lee Peeler & Company, Inc.
Durham, North Carolina

J. Hamilton Scherer, Jr.
Sovran Investment Corporation
tchmond, Virginga

David A. Smith

Jackson & Smith Investment
Securities

Gastonia, North Carolina

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

John T, West, IV
Craigie Incorparated
Richunond, Virginia

Thomas P. Forde

Director

1735 K Sireer, Nw
Washington, 1., 20006-1506
(202) 726-8400

DistricT 11

Delegecare, Perisylvarica, West
Visginia. New jersey, except for
cunnties ddiacent to New York
Cityy 306 members, 1,506
breanches

Michael ). Kinsella
Chairman

Pennsylvania Merchant Group
Limited

Radnor, Penasvhania

Thomas Lynch, Iv

Vice Chairman

Janney Montgowery Scott Inc.
Pittsburgh, Pennsvlvania

Charles P. Collings

Legg Masun Wood Walker
Incorporated

Philadelphia. Pennsylvania

John N. Dipucci
Arthurs, Lestrunge: &
Company, Incorporated
Pittshurgh, Pennsylvania

K. Philip Dresdner
KPD Securitics Corp,
Princeton, Ne w fersey

fueiibree

John F, McCann
Shearson Lehman Brothers, Inc.
Red Bank, New Jersey

Paul R. Meese
PaineWehber, Inc.
Piusburgh, Pennsylvania

Francis J. Morrissey, Jr.
F I Mornissey & Co., Tnc.
Philadelphia, Pennsylvania

Jacob B, Petrosky
Prudential-Bache Securities, Ine.
Philadelphia, Pennsylvania

Dale A, Pope
American Capitil Corporation
Wavne, Pennsvlivania

Timothy P. Sullivan
Gibraltar Securities Co.
Florham Park, New Jersey

Marvin A. Weisch
Gruntal & Co.
Philadelphia, Pennsylvania

John P. Nocella

Lirrector

1818 Market Stieet, 14th Floor
Philadelphis, Pennsylvania 19103
(215 603-1180

DistriCcT 12

New York City with the adjacent
Nerw York and New Jersey
cotnties; 1274 mombers, 1,430
brangches

Peter B. Madoff

Chetirmean

Bernard L. Madoff Investment
Securitics

INew York, New York

Marjorie E. Gross
Vice Chatrman
Chemical Bank

New York, New York



1990 DistrIiCT COMMITTEES

Dominick F, Antonelli
Roosevelt & Cross Inc.
New York, New York

Erik D. Aschenbrenner
The Fquitable Life Assurance
Society of the United Stares
New York, New York

Jonathan Auerbach
Cresvale International Ine
New York, New York

Lionel C. Bandler
Ernst & Company
New York, New York

Richard L. Bove
Anserican Securities Corp
New York, New York

Anthony T. Geraci
Ierzog. Heine, Geduld, Ine.
New York. New York

Richard Harriton
Bear. Stearns & Co. e,
New Yorli, New York

Robert 1. Kieinberg
Opperheimer & Co. e

New York, New York

Hugh P. Lowenstein

Donaldson, Lulkin & Jenretie Inc.

New Yorl, New York

Alan Maxwell

Cantor Fitzgerald Securities Corp.

New York, New Yurk

Richard G. McDermott, Jr.

Chapdelaine & Co.
New York, New York

Edward Necarsulmer
C. ]. Lawrence, Morgan
Grenfell Inc

New York, New York

Leslie C. Quick, Il
Quick & Reilly Inc.
New York, New York

Howard Sitverman
Gruntal & Co., Inc.
New York, New York

Philip Skidmore
Advest, Ine.
New York, New York

O. Ray Vass

Merrill Lynch, Pierce:,
Fenner & Smith, Inc
New York, New York

William S. Clendenin

Senior Vice President, I irector

NASD Financial Center
33 Whirehall Street

New York, New York 100044

(212) 858-4000

DistricT 13

Connecticut, Maine,
Massachiseits, New Hempshive,
Rhode Istand, Vermonrnt, and New
York, except jor New York City
and the adyacent counties; 494
members, 2.024 branches

Gary D. Walters
Chairman

Kiddler Peabody & Cao.
Bostor, Massachusetts

Richard E. Carolan

Vice Cheairinon

Carolaa & Co. Tnc.
Providence, Rhode Iskind

Brenda P. Angeline
Cheevers, Hand & Angeline, Inc
Inclicott New Yok

Gerald J. D’Ambrosio
Tucker Anthony & R. L. Day, [nc.
Burlington, Massuchusetts

Harold J. Dixon
FL M. Payson & Co.
Portland, Maine

Richard F. Greene
Merrill Lynch, Pierce,
Fenner & Smith, Inc
Boston, Massachusets

Robert M. Porter
Actna Life Insurance &
Annuity Co

Hartford, Connecticut

Henrv 1. Schmelzer
New England Securities Corp.
Boston, Massachusetts

Gary H. Sherr
Carl I Sherr & Co.
Worcester, Massachusels

Richard ]. Sillitoc
S, C.Par<er & Co., Ine.
Rochester, New York

Robert L. Thomas

Aclvest, Tn
o rd, Commecticut

teeendy-forer

Charity A. Trembley
Boston Capita] Services, Tnc.
Boston, Massachuscits

Duane E. Waldenburg
Eaton Vance Distnbutors, Inc.
Boston, Massachusetts

Willis H. Riccio

Vice Presiclent, Director

260 Franklin Street, 16th Floor
Bostan, Massachusetts 02110
(617) 439-4404



CONSOLIDATED FINANCIAL STATEMENTS

NATIONAL ASSQOCIATION OF SECURITIES DEALZRS, INC.

ConsoLDATED BALANCE SHEETS

Dec. 31 Sept. 30
1990 1989
(in thousands)

ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 16,498 § 5,708
Investments, principally LLS, government
securitics, at cost (approximate markcet
value $111,019 at December 31, 199G

and $80,233 at Seplemlber 30, 1989) 109,245 86,386
Receivables and other current assets 13,508 9,639
Total Current Assets 139,311 101,793

PROPERTY AND EQUIPMENT

Land, buildings and improvements 32,3069 31,499
[ata processing, subscriber equipment

and softwure 77,626 75,489
Furniture, equipment and leaschold

improvements 28,123 25,470

138,118 132,458

Less accumnuluted depreciation and amortization 63,760 54,893
74,358 77,505
OTIIER ASSETS 2,653 2,725

$216,322 $182,083

CURRENT LIABILITIES

Accounts payable and accrued expenses $26,629  $12948
Deposits and deferred revenue 14,834 7,541
Current portion of obligations under
capital leases 1,704 1.882
Total Current Liabilities 43,167 22,371
OBLIGATIONS UNDER CAPITAL LEASES 1,005 3,145
ACCRUED PENSION COSTS 5,040 3,123
OTHER LIABILITIES 8,616 7503
Total Liabilities 57,828 26,152
MEMBERS' EQUATY 158,494 145,931

$216,322  $182,083

See notes (o consoltdared finaicial siaiements.

tuendy-five



CONSOLIDATED FINANCIAL STATEMENTS

NATIONAL ASSOCIATION OF SECURITIES DEALERS. INC.

CoNSOLIDATED STATEMENTS OF INCOME AND MEMBERS Ecuiry
YEAR ENDED
Dec. 31 Sept. 30
1990 1989
(ir1 thousands)

REVENUE
Market information service fees $ 66,526 $ 59,321
Member assessments 36,923 34,643
Registration and examination fees 26,766 28,650
Tnterest ancd other 26,309 19,681
Nasdaq issuer [ees 19,597 12,703
Corporate finance fees 6,498 7,770

182,619 162,774

EXPENSES

Salaries and employee henefits 88,887 79,404
Professional and other services 21,454 17,242
Equipment maintenance and data communications 15,591 15,367
Depreciation and amortization 17,137 14,492
Officc expense 14,968 14,107
Travel and meetings 7,283 0,440
Publications, supplics and postage 5,310 5,170
Other 4,156 2,580

174,786 154,802

Income belore provision for incore tuxes 7.833 7,972
Provision for income taxes 712 233
NET INCOME 7121 7730
Members’ cquity at beginning of year 151,373 138,192

MEMBERS EQUITY AT END OF YEAR

5158,494 5145931
See notes to consolidetod fivancial statemenis

n ‘l‘lif_l'-.\l.\'



NATIONAL ASSOCIATION OF SECURITIES DEALFRS, INC

ConsoLIDATED StaTeMeNTs oF Castt FLows

OPERATING ACTIVITIES

YEAR ENDED

Dec. 31
1990

Sept. 30
1989

(ine thunsands)

Cash received from fees and assessments $162,515  $ 149,624
Interest received {rom investments 9,797 7,644
Cush paid for operating expenses (146,403) (135,221
Net cash provided by operating activities 25,909 22,047
INVESTING ACTIVITIES
Procecds from redemprions of investuments 58,115 35,86()
IPurchases of investments (64,436) (57,083)
Purchases of property and equipment (14,009) (19,740)
Net cash used in investing activities (20,330) (20,863)
FINANCING ACTIVITIES
Principal payments on obligations under
capital leases (1,781) (1,956)
Net cash used in financing activities (1,781} (1,956)
Increase (decrease) in cash and cash equivalents 3,798 {772)
Cash and cash equivalents at beginning of year 12,700 0,540
Cash and cash equivalents at end of vear $ 16,498 S 5768
RECONCILIATION OF NET INCOME TOQ NET CASH PROVIDED
BY OPERATING ACTIVITIES
Net income § 7,121 $ 7,739
Adjustments to reconcile net income to net cash
provided by operating activities:
Depreciation and amortization 17,137 14,492
Loss on sale of property and equipment 430 1,039
Amortization of premiums/discounts on
invesuments (1,150) (237)
Provision for losses on accounts receivable 1,280 412
Decrease in deposits and deferred revenue (19,995} (3,694)
Increuse in accounts payable and accrued
expenses 10,729 3,493
Decrease {increase) in receivables 10,010 (1,540)
Increase in other Labilities 270 A2i
Decrease in other assets 77 22
$ 25,909

Nzt cash provided by operating activities

See notes o consolidated frnancial sialermends,

tuenly-seren

$ 22,047
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NATIONAL ASSOCIATION OF SECURITIES DEALERS, INC.
December 31, 1990
MOTE A—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Frinciples of Consolidation and Business Segments: The consolidated financial statesients incude the ac
counts of the National Association of Securities Dealers, Inc. (NASD) and its wholly owned subsidiaries, includ-
ing Nasdaq, Inc., NASD Market Services, [nc. (MSI), and Nasdaq International, Lid. (Nasdaq International) afrer
elimination of all significant intercompany transactions.

NASD is a membership dssociation established o regulate the over-the-counter securitics market. Nasdag, Inc.
cwns and operates the domestic and international electronic Nasdag quote information system. MSI provides
national market facilities to assist NASD in canrying out its regulatory responsibilities and (or the benefit of
NASD mernbers in their pursuit of efficient execution of securities transactions. Nasdaq Internationad promotes
The Nasdaq Stock Market worldwide and coordinares regulatory matters within the European community

Change in Fiscal Year: Effective with fiscal year 1990, NASD changed its fiscal year-end from September 30 to
Dieeember 31, 5ce Note Efor the resuits of operations for the three-month period ended December 310 1989
Consolidated tinancial statements tor the three-month period have been audited, with an unqualiticd opinion is-
suaed thereon,

Cash and Cash Equivalents: Cash and cash equivalerts include demand cash and ull investments purchased
with a remaining marurity of three months or less ar the time of purchase. Cash balances are net of negative
hook halances

Froperty and Equipment, Depreciation and Amortization: Property and equipment are recorded at cost.
Equipment acquired under capital leases is recorded at the lower of Fiir market value or the present value of fu-
ture lease payiments. Depreciation and amorization are provided on the straight-line metdiod over the es-
timated useful lives of the assets. Leaschold improvements are amortized over the period of the applicable
lease

Software Costs: Purchased sofrevare. developed by others, is capitalized if it has 2 continuing value and is con-
sidered an integral part of purchased hardware. Amortization is provided on the straight-line method over the
estimated useful life of the related hardware. All other software development costs are charged to expense as
incurred.

Income Taxes: NASD and Nasdag, Inc. are tax-exempt organizations under the Internal Revenue Code Sec
tion 501(cX0), and MST and Nasdaq International are taxable entities.

Reclassitications: Certain amounts in the 1989 consolidated financial statements have been rectassified to con-
form with the 1990 presentation.

NOTE B — MAJOR BUSINESS SEGMENTS

Yeur ended Dec. 31 (in thousands) NASD Nasdag nISI Comnsolidated
1990

Revenue 113,372 845 238 $24,116 $182,619
Expenses, including income taxes 111,347 41,108 23,150 175,498
Net income 3 2025 $ 4130 3 966 § 7,121
Total asscts $140,950 $60,921 $16,478  $216,322
NMembers' equity $§ 95,392 551,867 $12,386 $158,494

Yeur ended Sept. 30 (in thousandsy

1989

Revenue $100,777 842,527 $19,589 $102,771
Expenses, including income taxes 98,750 37,179 19,219 155,035
Net income $ 2021 35,318 3 370 § 7,739
Totdl assels 5119.780 554,740 $15,413 $182.083
Members equity $ 8O.92¢ 545,967 5171856 £ 45631

Intercompany revenue, expenses. and receivables bave been eliminated in delerptining
the consolidated amaounts
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NATIONAL ASSOCIATION OF SECURI'TLES DEALERS, INC.

NOTE C—LEASES
Data processing, subscriber equipment, and software include the following amounts relating to leases that have
been capitalized (in thousands). The initial terms of the capitalized leases are 30 to 60 months.

Dec. 31 Sept. 30
1990 1989
(i thorsands)

Data processing equipment $7,608 $7.882
Less accunutated depreciation 4,160 2285
$3,448 $5,597

NASD leases certain oflice space and equipment in connection with its operations. The majorily of these leases
contin escalation clauses based on increases in property taxes and building operating costs. Certain ol these
leases also contain renewal options. Future minimam lease payments under the capital leases and noncancel-
luk:le operating leases with initial or remaining rerras of one year or more consisted of the following at Decem-
ber 31, 1990:

Capital Operating

Leases Leases
Year Ending December 31 (i thonusands)
1991 31,786 $8,078
1992 1,019 7,537
1993 7,238
1994 7,178
1995 0.040
Remaining yeurs 31,672
Total minimum lease payments 2.805 $0G7,743
Less: Amount representing interest 90
Present value of net ininimum lease payments 2,709
Less: Aunounts duce in one year 1,704

$1,005

Puture minimuny operating lease commitments will be offser by $8,476.000 of sublease income, Rent expense
foruperating leases, net of sublease income, was $7,049,.000 in 1990 and $5.,598,000 in 1980,

NOTE D—RETIREMENT BENEFITS

NASD mainins a noncontributory, defined-benefi pension plan for the benetit of all eligible employees. The
benelits are based on vears of service and the employee's average salary during the highest sixty consecutive
months of employment,

INASDY's funding policy is 10 contribute annually the minimum requitement under ERISA, subject to the full fund-
ing limitation imposec by the Internal Revenue Service. For vears ended Deceniber 31, 1990 and Seprember 30,
1980, pension expense of $1,305,000 and $2,208,000, respectively, wus seerued, but not Runded, due (o the full
funding Imitation.
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NoOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE D—RETIREMENT BENEFITS—CONTINUFD
The following table sets forth the plan’s funded status and amounts recognized in NASTY's financial statements
at December 31, 1990 and September 30, 1989:

1990 1989

(rn thowsands)

Actuarial present value of benefit obligations:
Accumulated benefit obligation, including

vested benefits of $10,978 in 1990 and $9,084 in 1989 $15,136 $11,324
Projected benefit obligation $26,362 $22.8760
Less plan assets at fair value, primarily common
stocks, US. government and ageney boneds 25,580 20,878
782 4,002}
Unrecognized net assct 3,627 3,890
Unrecognized net gain 997 3,030
Prior scrvice cost (366) (-101)
Accrued pension cost . § 5,040 $3,123

Net pension cost consisted of the following:

Service Cost $ 2,128 $ 2,419
Interest cost 2,159 1,821

Actual return on plan asscts (432) (4,651)
Net amortization (2,490) 2,619
Net pension cost $ 1,365 $ 2,208

The weighted-average discount rate and rate of increase in future salary Jevels used in delennining the actuarial
present value of the projected benefil obfigation were 9 percent and O percent, respectively, for the year ended
December 31, 1990, and 8.25 percent and O percent, respectively, for the year ended September 30,1989, The
expected long-term rate of retumn on Plan assets was 10 percent and 8.5 percent for 1990 a nd 1989, respeciive-
ly. The unrecognized net assct s being recognized over 20 years, the average remaining service period of
employees expected (o receive benefits under the Plan.

NASD also maintains a savings plan for employees. Eligibility for the plan is based upon length of service. Par-
ticipation in the plan is voluntary, NASD make's a matching contribution of one-half of the [irst 6 percent of
salaries contributed by covered empluyzes. Savings plan Cxpense for the years 1990 and 1989 was 51,298,000
and $1,133,000, respectively.

During 1990, NASD accrued the present value of estimated costs tor providing medical and life insurance
coverage to current retirecs. This amount was approximately $623,000.

NOTE E—CHANGE IN FISCAL YEAR

As discussed in Note A, NASD has changed its fiscal vear. The tollowing condensed consoliduted statement of
income and members’ equity presents operating results for the three-month period ended December 31, 1989
{(in thousands).

Revenuce $ 42788
Expenses, including income taxes 37,346
Net income 5 442
Members' equity at Seprember 30, 1989 145931
Members' equity at Decemaber 31, 1989 S151,373
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NOTE F—COMMITMENTS AND CONTINGENCIES

There are certain legal proveedmgs pending against NASD and its subsidiaries. Management believes, based
upon the opinion of counsel. that any liabilities arising from these proceedings will not have a material effect
on the aperations of NASD and its subsidiaries.

NOTE G—SUBSEQUENT EVENT

In September 1990, NASD formalized its agreement to acquire the assets of the test center network utilized for
the administration of the qualifications examination program. The network assets were purchased tor ap-
oxinaeely $1,450,000 and becaune part of NASLYs operations effective January 1, 1991

REPORT OF INDEPENDENT AUDITORS

Board of Governors
National Association of Securities Dealers, Inc.
Washington, D.C.

We have audited the accompanying consolickited halance sheets of the National Association of Securities
Deealers, Ine and subsidiaries as of December 31, 1990 and September 30, 1989, and the refated consolidated
statements of income and arembers equity, and casa Hlows for the years then ended. These consolidated finan-
cil statements are the responsibility of the Association's management. Our responsibility is to express an
opinion on these consoliclted financial statements bhased on our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those stundurds require
that we plan and perfonn the audits to obain reasonable assurance about whether the finuncial statements ure
frec of material misstalenment. An auditincludes exanining, on a test basis, evidence supporting the smounts
and disclosures in the financial stateiments, An auchit also includes assessing the accounting, principles used aned
signiticant estitmates made by management, as well as evaluating the overall financial statement presentation.

We belteve that ouwr audits provide u reasonable Tasis for our opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects,
the consolidated financial position of the National Association of Securitics Dealers, Inc. and subsidiaries at
Dcember 31, 1990 and September 30, 1989, and the consolidated results of their operations and their cash
flows for the years then ended in conformity with generally accepred accounting principles.

A

Ernst & Young
Washington, D.C.
February 22, 1991
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NASD SuBsiDIARIES —1990 BOARD OF DIRECTORS

Naspao,
Inc

Bernard L. Madoff
Chatrnian

Bernurd L. Madoff Investment
Securit.es

New York, New York

*Joseph R. Hardiman
President
Washington, D.C.

Alfred R. Berkeley, I11
Rabbit Sottware Corp
Downingtown, Pennsy lvinia

J. Patrick Campbell
The Ohio Compum
Columbus. Ohio

*Daniel J. Cristofano
Ernst & Company
New York, New York

Peter J. DaPuzzo
Shearson Lehman Brothers, Inc.
New York, New York

E. E. Geduld
Herzog, Heine, Gedulkd, Inc.
New York, New York

*Norman H. Pessin
Neuberger & Berman
New York, New York

DuWayune J. Peterson
Mermill Lynch & Co., Inc.
Nesw Yok, New York

William L. Tedford, Jr.
Stephens, [ne
Little Rowck, Arkansas

NASD MagkeT

Strvices. Inc.

Howard L. Blum, Jr.
Chatrman

Ladenberg, Thalmann & Co., Inc
New York, New York

‘Joseph R. Hardiman
DPresident
Washungton, D.C,

*sheldon M. Fechtor
Fechtor, Detwiler & Co.. Inc,
Baoston, Massachusetts

John C. Giesea
Advest, Inc.
New York, New York

Ronald W, Readmond
Charles Schwab & Co., Inc.
San Francisco, California

Thomas C. Schneider

Dean Willer Financial Services
Group, Inc.

New York, New York

Howard A. Shallcross

Merrill Lynich, Prerce, Fenner &
Smith, Inc¢.

New York, New York

Richard J. Stream

Piper, Jaflray & Hopwood,
Incorporated
Minneapolis, Minnesota

Charles H. Symington, Jr.
S G. Warburg & Co., Inc.
New York, New York

*Kenneth J. Wessels
Wesscels, Arnold &
Henderson, L.P.
Minneapolis, Minnesot

Naspao
INTERNATIONAL LTD.

“Joseph R. Hardiman
Chairman
Washington, D.C.

*David Hugh FitzWilliam-Lay
G Management Ple
Lonclon, England

J. Lynton jonecs
Managing Divector
Nasdue| International, Lrd
London, England

C. Richard Justice

Nationad Association of Securitios
Dealers, Ine.

Waskington, D.C,

John T, Wall

Naticnas] Association of Securities
Dealers, Inc.

Washinaton, DNC.

Frank J. Wilson

National Association of Securitics
Dealers, Inc,

Washington, D.C.

*Membes. NASL Board of
Governors
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Exetutive Vice President
Compliance. . .

VicePresident.
LProduct-Development
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National Association of Securities Dealers, Inc.
1735 K Street NW
Washington, DC 20006-1506




