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£ 1993 National Association of Securities Dealers, Inc.
(NASD). Al vghis teserved. NASD, Nasdaq, Nasdag
National Market, und O1C Bulletin Board arc registered
service marks and The Nusidag Stock Market, The Nasdag
SmallCap Market. SelectNet, and Nasdag Workstation 1 are
service marks of NASD.

NASD® Mission

ur mission is to facilitate capital
formadon in the pubtic and private
sectors by developing, operating,
and regulating the most liquid,
efficient, and fair securities markets for the

ultimate benefit and protection of the investor.




NASD

Ustablished under authority
granted by the 1938 Maloney
Act Amendments 10 the
Securities Exchange Act of
1934, the NASD is the scli-
regulatory organization of the
secunities industry responsible
for the regulation of The
Nasdaq Stock Market™ as well
as the vast over-the-counter
securitics market and the many
products that are raded in it
The NASD is the Targest self-
regulatory organization in the
United Staics, with membership
including virtually ali
broker/dealer frms in the nation
doing « securities business wih
the public. Under Securities and
Fxchange Commission (SEC)
oversight and the direction of
the Board of Governars, a
nationwide system of NASD
comniitiees composed of
securities professionals
conducly peer reviews of
mernbers” business activities,
develops rules and regulutions,
and designs and operates
marketpluce services and
facilities. The NASD carries ou
its regulatory responsibilities
through member education: on-
site examinations of member
finms 1o determine their
compliance with federal
securities laws and NASD rules
and regutations; continuous
auwtomaied surveillance of the
markets it operates: the
registration and testing of
securities professionals: the

review of members' advertising
and sales lilerature; the review
of underwriting arrangements
proposed by members in
connection with new securilics
offerings; cooperative programs
with governmentul agencies and

Membership
5254 member firms
33,484 branch offices
426979 1egistered
representatives

Compliance
3,109 main and branch
office examinations
conducted
4,407 customer complains
reslved

Disciplinary Actions

807 formal complainis
filed

409 disciplinary decisions
renderad

226 settlemant offers
accepted

331 acceptance, waiver
and consenl
proceedings
resalved

62 firms expelled from
membership

481 individuals barred
from the industry

11 firms suspended
from membership

191 individuals suspendad

Automated Market Surveillance
5,839 price and volume
alerts
96 tformal investigations
conducted

1992 Statistical Highlights

industry organizalions to solve
problems affecting nvestors,
public compames, and member
firms; and services such as
arbitration that enable investors
and members o resolve
disputes.

28 cases referrcd to 1he
EC

)

Arbitration

4,379 cases filed

4375 cases closed

2513 disputes resolveg
between parties
without arbitration

310 industry cases
arbiirated

1,552 customer casss
arbitrated

821 cases decided in
favor of customer

Qualifications
206,774 reyistered
representative and
principal tes's
atriiinisterad

Advertising
31,981 fitings reviewad
4361 spot checks
conducted
1,236 invesligations
conducted

Corporate Financing
2,349 underwriting
arrangaments
reviewed
$207.8 hillion of public
offerings reviewed



1992 Statistical Highlights

The Nasdag Stock Market™, the
premier securities market
operated and regulated by the
NASD, is the largest electronic,
screen-based market in the
world. Using advanced computcr
and telecommunication

Market Data
Annual Share Volume
Annual Dollar Velume
Average Daity Stiare Volume
Average Daily Doflar Volume
Market Capitalization
Ccmpanies Listed
Issues Listed
Market Makers

technologics to unite its
participants, Nasdaq enables
securities firms to execute
transactions for investors and for
themselves from anywhere they
are located within an
environment of real-time trade

48.5 hillion
$840.8 bitiion
190.8 milion

$3.5 hillion
$615.1 biltion

411
4,758
475

Fareign Securities and American Depositary Receipts 275

International Share Volume
Interrational Dol ar Volume

1992 Composite
Index Performance
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reporting and automated market
surveillance. Tn addition to its
soptusticated technology, Nasdag
is distinguished from exchanges
by its open competition: multiple
markct makers in cach Nasdag
security actively compete with
one another for orders. Known
for its innovative, forward-
looking growth companies,
Nasdaq has (wo ters: Nasdag
National Market® with more than
2,800 of Nasdaq’s larger
companies whose securities are
typically more actively traded;
and The Nasdag SmallCap
Market™ with aimost 1,300
smaller, emerging growth
companies. Founded in 1971,
Nasdag today accounts for
nearly one half of all cquity
shares traded in our nation each
day. More companies—domestic
and foreign now list their
securities on Nasdaq than on all
otbier U.S. stock markets
combined. The fastest growing
securities market in the country,
Nasdaq in 1992 saw its share
volume rise 17.3 pereent and
dollar volume grow 28.4 pereent.
The Nasdaq Composite closed
1992 at a record lugh, up 15.5
pereent fromm the previous year,
compared to the Dow Jones
Industrial Average increase of
4.2 percent and the Standard &
Poor’s 500 gain of 4.5 percent.




= he Chairman &
& The President
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u- If we could somchow catch a glimpse of securities markets around the
world, we would see firsthand an unprecedented (ransformation in the way
stocks are bought and sold. Traditional methods of trading sccurities using
floor-based facilities are rapidly giving way to networks of thousands of
computer screens aver which securities firms can literally buy and sel]
securities from virwally any vantage point.

The leader in pioneering these technologically advanced, screen-based
securities markers is the NASD. It ushered in the era of electronic trading with
its launch of The Nusdaq Stock Market in 1971 Today, NASD markets arc
emulated throughout the world, Long-existing and newly cstablished markets
understand that computer technology makes participation in screen-based
markets easy. They also sce the precision with which an electronic market can
be regulated.

NASD matkets do more than just use technology. They unite the
creativily of growth companies in bringing new and unigue praducts and
services to their customers, the vision of investors in pudsuing promising
investment opportunities to create and build wealth, and the commitment of our
member frms in offering quality scrvices o tinance businesses and facilitate
investment. Thesc are market forces that supply, chanuel. and use capital to
generate economic growth and create jobs.

While technology has made NASD markets possible, competition among
members is their foundation. With their competing multiple marlket makers,
NASD markets embody competition in their very structure. Competition
inspires market participants to innovate, to improve quality, and to be efficient.
More than ever before in our country’s history, we need to nurture competition
within and among our financial markels 1o cxcel in the global marketplacc.

This blend of techrology and competition, coupled with effective
regulatory programs to ensure fairness for all participants, has been the success
formula for The Nasdaq Stock Market. As measured by the dollar volume of
equity trading, Nasdaq is now the world’s second largest stock market, a
distinction it achieved as it continucd throughout 1992 to shatter records it
established just the year before.

Nasdagq set new annual share and dollar volume records as well as the
single day trading record when 327.8 million shares were traded on Jannary 9.
The Nasdag Composite also hit new highs and closed the year up 15.5 pereent,
outpacing the Dow Jones Industrial Average and the S&P 500 Index by a facior

of more than 3 1o 1. Another record was tied when the dollar volume of the 432




initial public offerings listed on Nasdag in 1992 surpassed $11.2 billion. Finally,
the dollar volume of trading ol American Depositary Receipts and foreign
issues listed on Nasdaq surged to an all-tine high in 1992, exceeding the prior
record set in 1990,

The year 1992 was also a productive regulatory vear [or the NASD. A
number of initiatives focusing on market quality were completed and others
moved closer to becoming a reality. Real-time trade reporting for The Nasdag
SmallCap Market was implemented, while substantial progress was made
toward improved market Higuidity for issues during the “cooling off”” period
prior to secondary offerings, adoption of a short-sale rule for N asdaq National
Market securities, and
implementation of a new
swrveillance and quotation
system tor high-vield bonds.

Regulatory initiatives
directed at business practices
included the adoption of
coilateralized mortgage
obligation advertising
standards; new limitations on
mutual fund asset-hased sales
charges: and partnership rollup
criteria for member firm
participation. These and other

regulatory actions are

discussed more fuily in the Joseph R, Hardliman, President and Chiet Execulive Officer,
Review of Operations. !Jettl, and Charles 8. Johnson, 1992 Chairman, (right).

Concurrently, an active programn of mspections and enforcement was

gressively pursued (0 promote member compliance with NASD rules and

age
federal sceurities laws, as recorded in the Statistical Highlights.

For the future, we pledge to continue our efforts to enhance market
quality on behalf of investors, issuers, and member firms as we all do our part

to contribute to the sustained long-term growth of our nations economy.

/épé;%w——' .

Charles B. Johuson Joseph R, Hardiman

1992 Chairman President and Chicf Execurive Officer




For Companies, Investors,
And Member Firms

n a free enterprise economy, market forces not only create
economic growth, they improve the quality of the market. The
free interplay of market forces encourages innovation in the
market t0 accommodate the diverse requirements of its
parficipants. Market forces, in turn, give rise to new efficiencies,
often through the use of new technologies. A free economy also
encourages the innovative spirit that drives development of new

products and services.

Securities markets themselves operate in the mainstream of the free
enterprise system with their own set of market forces — companies,
investors, member [irms — driving their evolution toward what
delivers the best value. In the last two decades, the advent of
compelition among securities markets has given rise to alternative
market structures, increased cfficiency, and a wide range of new and

innovative marketplace products and services.

Which of today’s securities markets best serves its customers? It is
one whose design and mechanics of operation bring (ogether market
forees in a mutually sustaining cnvironment that fulfills the needs of
cach of the participants. The Nasdag Stock Market is that kind of

securities market.

The Market of the Future

he most recent advance in the evolution of the modern
securities market is the screcn-bascd market. Because of,
the Lelecommunications revolution, market participants
no longer need (0 congregate in the same place to
communicate with each other to trade sceurities. Rather, they can
quote prices over a computer screen and negotiale transactions either

by computer or over the telephone from anywhere in the world.







Nasdagq, the foremost example of (he screen-based market, has ail the
regulatory attributes of conventional floor-based exchanges, including
real-time trade reporting and automated market surveillance. As a
screen-based market, Nasdaq provides other advantages to public
companics, investars, and member firms that are simply unavailable

on a floor-based exchange,

Uniting Market Forces

bove all, Nasdagq facilitates the working of marker forces
by uniting rather than managing them. In fact, the
structure of The Nasdaq Stock Market permits a purer
interaction of market forces at work. The result is the
opportunity for optimum market qualjty, and the beneficiarics are the

market participants themselves.

By its very nature, Nasdaq embodies those market qualities most
desired by market participants. Whercver possible, the NASD works
to enhance those qualities, as it did in 1992 through market

improvements, systcm enhancemenis, and regulatory initiatives.

Competition

he most effective sccurities macket incorporates
compcetition into its very structure, Competition will reveal
demand for capital, for a securily, or for customers and

respond to it

Because Nasdag employs a multiple market-maker struclure—each
stock having more than onc dealer posting buy and sell quotes—all
the dealers maintaining a market in a security compele for orders
through price and service. In this way, competition in The Nasdaq
Stock Market, as in our nation’s economy, encourages the best price

and service.

In 1992, the average Nasdaq stock had 11 market makers, while the
more active had as many as 58. By contrast, an exchange has but one

specialist for each listed stock.



Efficiency

n ¢fficient securities market allows market forces to
interact freely and with minimal interference. Buy and
sell quotations that indicate the size and depth of a
market are crucial to the many decisions that issuers,

investors. and member firms will make when acting in the market.

Because Nasdag is a screen-based market, the bid and offer quotes of
each market maker in a given security appear on the Nasdaq screen.
These quotes are The Nasdaq Stock Market. There are no
intermediaries. On the exchanges. all bids and offers in a stock are
consolidated into the quote of a single specialist. The specialist alone
views all of the buy and sell interest in a security and then formulates a
single public quote that represents the market. In Nasdaq, all market-

maker bids and offers arc broadeast for all market participants to see.

Transparency

y disseminating trading data as quickly and completely as
possible, a transparent securities market reveals the
activity of market forces in a timely fashion (o those who

need to respond to it

Communication in a screen-based market like Nasdag is accomplished
through the application of information-age technologies
telecommunications and computers—resulting in the fastest possible

real-time transmission of market information.

The Nasdaq National Market, the market of choice of over 2,800
companics, has had rcal-time reporting of transaction and volume
information since its inception 10 years ago. In 1992, the NASD
extended real-time trade reporting to the 1,300-company Nasdaq
SmallCap Market, thereby providing investors with more complete

and more timely information on these securities.

pma e e




y enabling marker participants to buy and sell securitics

readily, a liquid securities market not only satisties the

demand of the investor and aids the position management

of the market maker, it also helps to make the issuer’s
securities more attractive to the marketplace. In effect, hiquidity
enables market forces to proceed uninterrupted. The greater the
liqudity of a security, the more of it that can be bought or sold with
lite or no change in price. A liquid market also ¢nables participants
to conlinue to trade in periods of mtense activity when either buy or

sell orders overwhelmingly dominate.

For stocks of comparable market-value ranges. statistical analyses
conducted during 1992 using independent Media General Financial
Services Corporation data tndicate that Nasdag National Market
stocks are more hquid than comparable stocks traded on the major
exchanges. This superior liquidity is primarily the result of Nasdaq’s
multiple market-maker structure, according 1o Professors John Groth
and David Dubofsky of Texas A & M University in a study published
in 1992. They point oul that the total amount of aggregate capital
competing dealers provide te maintain the market of a stock often

exceeds the resources of the single exchange specialist.

The muluple market-maker systems employed by Nasdaq also gives it
the capacity W absorb large increases in volume without the trading
halts common to exchanges. The more available capital a market has

Lo support trading. the greater a market’s depth and liguidity.

During 1992, the NASD took a step to increase the liquidity of the
Nasdaqg Nutional Market by submitting to the SEC for approval a rule
to permit market makers that are also syndicate members to engage in
passive market making during the “cooling ol period prior 10 a
sccondary offering. This rule would not only enhance liguidity, but
also ensure that share price levels are determined by market forces
unallected by the forced withdrawal of syndicate members {rom the

market.







Fairness

eEEsihe structure, rules and regulations, and enforcement
T

programs of a fair securities market do not favor one

markel participant over another. Only then can

N
=,
}

¥

participants be assurcd that market activity is actually
reflecting the true state of the market and that their injtative is

earning its just reward.

The Nasdag Stock Market’s listing and maintenance standards,
corporate governance requirements, disclosure rules. and trading
regulations are all formulated and enforced to provide a [uir market
for all participants. Nasdaq operates one of the world’s most
advanced computer-based surveillance systems to monitor market
activity. Nasdaq automared market surveillance can identily not only
the exact fime of every trade in any security to the second but also the
exact teriinal from which the trade was made. Such centralized
market surveillance, in conjunction with regular on-site sales-practice
reviews of member firms, assures tnvestors that Nasdaq is rigorously
and systematicatly monitored to provide an equitable cnvironment for

securities transactions.

To prevent what Nasdag companies sometimes perceive as predatory
short selling that adversely reflects on a company’s performance or
potential, in 1992 the NASD proposed to the SEC a shor(-sale rule
for the Nasdaq National Market. This rule would provide investors
with the functional equivalent of the “tick test” employed by the

exchanges.

Access

n the ideal trading environment, there are no restrictions or
artificial impediments to access to the market. Geographic
location, however dispersed or remote, should posc no obstacle
to direct participation. Nor should participation be restricted
because the place where the market happens to operate is inherently

limited in size.

Electronic telecommunications and computer technology allow
Nasdiq to integrate information and market participants in the

broadest cconomic sense. The Nasdag market system allows people



to participate on equal werms as dealers, brokers, or investors
anywhere they happen to be located. The “trading floor” can be as
large as the earthtsell. When entered info the market system,
quotation, trade-price, and volume information are immediately and
simultaneously available to all participants. Indeed. most trade
exceutions are automatically accomplished quickly and efficiently

within the electronic network.

Because access to Nasdaq is not constrained by any restrictions of
physical space, the number of marker maker and broker (order entry)
partictpants is not limited in number ot location. Broker/dealers in
Boise, DDallas, London, New Orleans, and New York City have equal
access to Nasdag market information and the Nasdaq market itself in a
matter of seconds. Moreover. this access is available to any NASD
member willing 1o meet the regnlatory and capital requirements

applicable to system users.

Capacity

he modern securities market requires sufficient capacity

from both a quantitative and qualitative standpoint. The

markets systems must accommodate normal trading

volume as well as periods of unusually heavy activity. At
the same time, the market must adapt to the latest developments in
comraunications technology 1o provide its participants the opportunity
to take advantage of the most advanced information and trading

services.

Nasdaq is a securities market whose very foundation is technology. It
has always used advanced computer facilitics to provide participants
the highest level of service and cost effectiveness. Already the leader
in the application of advanced technology to securities trading,
Nasdag took a major step into the (utre in 1992 by beginning a multi-
year project (0 ¢nhance its current technology with a more advanced
computer and network environment to accommodate anticipated
growth, Nasdaq's mainframe computers, communications network,
and trading terminals will be replaced by new systems that will
provide a plarform tor sophisticated trading and information services

at the same time that they handle even greater trading volume.




Versatility

"ith the recent proliferation of securities products,
a modern sccurities marketr must accommodate

investor deinand and market-maker convenience

by offering facilities for buying and selling a

wide range of securities products.

A variety of securilies are already listed on The Nasdaq Stock
Market. They include common and preferred stocks, bonds,
convertible bonds. American Depositary Receipts, ordinary shares of
foreign companies. units, rights. warrants, and linuted partnership
interests. As a practical matter, there are no limits o the types of
products that can be traded in a multipte-dealer environment using a

screen-based trading system.

In 1992, the SEC approved an NAST proposal to allow index
warrants based on established domestic or foreign stock market
indexes o be traded on Nasdaq, which should increase market

articipants’ opportunities for risk management.
gy

Embracing a Global Economy

e arc indeed on the verge of a true global economy.

Ne single major country can act without all others

feeling the effects. No significant business can

make an economic decision without considering its
global context. The stock market of the future must be structured to
evolve as advances in computer and telecommunications rechnolog
bring the world even closer together. It must be a market that will
allow all market forces w compete tairly and efficiently,

simultaneously, anywhere, anylime.

Nasdag is continuing to evolve into that future.

14
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10-Year Review

NASD

Underwriting Arrangements Reviewed »

7.000 4,000 0

&
6,000 £
[T B 200
& 5,000 o
= 4,000 = 5
= ' Lin
(™ a
— 8.000 - 1004
1] < =2 2
2,000 I =
..Q ° o Pig
= =3
1,000 ° =
s B . OnL  WAEBNERINRE  /
83 B4 '8H '86 'H7 ‘88 'B9 90 '91 92 83 "84 "85 ‘86 ‘87 88 '89 "90 01 °G2
Thousands [
4 Cases Filed 4500
4,000
3,500
8 — 3,000
o = 2,500
S
E b= 2,000
- E 1,500
g = 1,000
© = 500
e 0 =T 0
'83 '84 '85 '36 '87 98 '89 '91 ‘91 92 ‘83 '84 85 'BG ‘87 '88 'BY '00 '91 ‘A2
Thousands 500 Total Administered {(Thousands)
450
o 400
g 350 .
- — m
P 300 g =
T -og 250 -
D= =]
=y 200 ]
a o 100
- D 150 — =
v @ ==
N 100 — E i 50
[~ — B < S 5
L o 50 =
[~ =i ~ = 0 (— g7V o 0
'83 B4 '35 86 '87 88 '89 '90 91 ‘92 83’84 85 ‘86 '8/ ‘88 ‘B9 ‘90 ‘91 ‘92

16




As Percent of 1982 Close

1,000
SVOLUME

800
SHARZ YOLUME

Market Growth

Nastag

Billions

Share Volume

'83 84 '85 '86 '87 38 8% '90 '91 92

Billions

100

Dollar Volume

) S— . qa
83 '84 '5> '86 ‘87 ‘88 89 ‘90 91 '92

17

10-Year Review

Composite Index Vaiues

600
¥ 500

400
R 200
B 200

& 100

Market Performance

Market Capitalization

Companies == |SSUES W

6,000
5,000
4,000
f 3 000
B

§ 1,000

Issues

2 Rt 3 0
83 '89 '90 "9 92

33 84 86 86 87

R



Sy Review of Operations
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Market Perfo rmaﬂCe This growth is reflected in the fact that, by the

end of the vear, 103 companics had surpassed

Nasdaq Record Dollar Volume Gains the S1 billion market vatue mark. Microsoft
Second Place Worldwide Corporation was the market-value leader at $23
The Nasdaq Stock Market, well established as billion as of December 31 (up from S19.5 billion
the fastest growing equity market in the United at the end of 1991), followed by Intel

States, reinforced its world-class stature in 1992 Corporation at $17.9 billion (compared with $9.9

with another record-setting performance. On the hillion at the end of 1991), and MCI
basis of dollar volume of equiry trading, Nasdaq Communications Corporation at $10.4 billion

is now the second largest stock market in (compared with $7.8 billion at year-end

the world. Dollar volume on Nasdag 1991). Qver the past decade, the market
soared to $890.8 billion in 1992, up
from $693 .9 billion in 1991, a

28.4 pereent increase. Nasdaq

capitalization of the top 10 Nasdag
companies grew [rom $22.1
billion in 1983 to $99.2
share volume rose sharply to a billion in 1992, an increase of
record 48.5 hillion, a 17.3 percent nearly 350 peicent. ;
increase over the 41.3 billion shares

traded in 1991.

Nasdaq Composite Advances on Strength Market QUHI |’[y

Of Financial Services Sectors

The Nasdaq Compusite Index closed 1992 at And SerVI CeS

676.95, leading all other major U.S. indexes with

i 15.5 percent gain as compared to the Dow Nasdaq to install New Computer System to
Jones Industrial Average, up 4.2 percent; the Handle Future Growth and Support

S&P 500, up 4.5 percent; the NYSE Composite,  Advanced Trading Services

up 4.7 percent; and the Wilshire 5000, up 6.2 To remain a leader in the application of
percent. The major industry categories that advanced technology to securities trading, 'The
propeltled Nasdaqg’s advance in 1992 were Nasdaq Stock Market began implementing a
banking, which rose 52 percent during the year; technology migrarion program to replace its
other financial services, 40,7 pereent; and mainframe computers, telccommunications
insurance, 33.7 percent. network, and trading terminals with a morc

advanced system. The new technology will
The market capitalization of Nasdaq companies handle anticipated increases in normal volume as

grew 21 percent during 1992 10 $615.1 hillion. well as periods ol unusually heavy activity in the |

18



foresceable future. It will also provide a platform
for advanced trading and information services.
The new telccommunications network will have
five limes the capacity of the current network and
be flexible enough to support the new
sophisticated trading functions delivered by a
new trading terminal. This new machine, Nasdag
Workstation [I'™ uses faster chips of larger
capacity and a new software with a windows
configuration. The windows software enables
tradzars to customize their screens: at any tme
they can select which trading functions and data
feeds to display as wel} as their location on the

Screein.

The new technology will benefit
Nasdaq companies and member
firms alike, first, by providing the
same high level of peiformance
reliability as Nasdaq's share
volume continues to grow, and,
second, by supplying the advanced
technology that supports future
trading services member firms will
expect and rely on. The NASD's
internal information systcms, as
well as those supporting the Central Registration
Depository, will also be upgraded to enable the
NASD to provide member firms and others who
rely on industry dara with continued timely,
efficient service.

NASD Emphasizes Competition Among
Securities Markets as Source of Efficiency
And Quality Service in its Comment on SEC
“Markel 2000” Study

Responding to an SEC request {or comment on
its “Market 2000" study, the NASD submitted a
letter whosc proposals were based on the premise
that competition among securities markets,
within a regulatory framework ensurmg fairness

Lo investors, is the primary source of market

efficiency and qualily cuslomer service.
Accordingly, the NASD:

« noted that competition for and dispersal of
order flow for exchange-listed stocks are a
natural resull of dilfering execution needs of
diverse customers and should be continued and
supported, instead of forcing U.S. investors 1o

seek such innovation and diversity abroad;

s requested that off-board trading restrictions be

removed, especially during after-hours trading;

» proposcd that proprietary trading systems be
subject ta a regulatory framework
mare equitable to self-regulatory
organizations (SROs) that
nevertheless neither stifles the
innovative developers of these
systems nor unduly burdens the
SROs charged with surveiling

them;

« endorsed increased disclosure (o
investors of payment or other

inducemcnts for order flow so that
they can make informed decisions when placing

orders;

« suppurted inclusion of all exchange-listed
securities in the Intermarket Trading System
linkage to ensurc faimess and efficiency among
competing exchange markets and third market

makers: and,

+ called for an end to the New York Stock
Exchange’s Rule 500, its dclisting rule, as an
unfair barricr to competition for listings when
Nasdag imposes no similar restrictions on its

companies.
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Real-Time Trade Reporting Begins

For The Nasdaq SmallCap Market

On June 5, 1992, real-time trade reporting
began for The Nasdag SmallCap Market. A
Teature of the Nasdaq National Market since its
inception in 1982, the reporting of trades within
90 scconds of their execution makes uniform a
superior standard of transparency for the entire
Nasdaq market. Such increased price visibility
generally expands the universe of investors in a
security and should therefore provide increased
hiquidity for the stocks of The Nasdag SmallCap
Market.

Passive Market Making Proposed for
Market-Maker Underwriters

During Secondary Distribution
“Cooling Off” Periods

‘The NASD submilted to the SEC a
petition to allow market makers

that are also syndicate

members in a secondary

offering of Nasdaq National Market
securities to engage in passive market
mnaking during the two-day “cooling off”
period preceding the offering. The SEC is also
considering the proposal in reation to all Nasdag
SmallCap Market securities that mect the
specified criteria. SEC Rule 10h-6 currently
requires market makers participating in the
distribution to withdraw from the market during
the ““cooling off” period. Passive market makers
would be permitted 1o stay in the market
provided that they do not enter a bid or effect a
purchase at a price exceeding the highest bid
displayed by independent market makers nor

participating in the offering.

Passive market making is expected to enhance
liquidity prior to a secondary offering and cnsure
that share price levels are determined by market

forces unaffected by the required withdrawal of

syndicate members from the market. Passive
market making is also expected to help alleviate
the negative impact of Rule 10h-6 on the cost of
capital for companies involved in secondary
distributions and to reduce market volatility prior
to the offering. At the same time, the proposed
amendment would preserve the intent of the
original rule to prevent market manipulation.

The petition proposcs quantitative standards for
determining eligible market makers, eligible
securities, the volume that can be executed, the
sizc of the displayed quotation, the opening bid,
and criteria for lowering and raising bids, to
ensure that all eligible market makers follow

rather than lead the market,

To simplify excused withdrawals from
market making required by Rule
10b-6, the NASD has also sought
SEC approval of a proposal
to delete automatically from
the market the quotations of all
market makers participaling in the
distribution during the “cooling off™
period. The proposal is intended 10 provide a
safeguard or backup for the internal compliance
procedures of member (irms to avoid inadvertent

violations of the rule.

Real-Time Trade Reporting

Proposed for OTC Bulletin Board®:

SEC Designation as Qualitied Electronic
Quotation System Sought

The NASD filed for SEC approval a proposal to
implement real-time trade reporting for the OTC
Bulletin Board” and will seek designation of the
service under Securitics and Exchange Act
Section 178 as a qualified clectronic quotation
system for penny stocks. Witlt real-time trade
reporting, the Bulletin Board will have satisfied

all requirements for Section 17B qualification,
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including display of firm quotations for a
minimum unil of trading. Real-time trade
reporting will increase the usefulness of the
service to investors and traders as well as
cnhance the NASD's survetllance capabilities.
SEC designation also will [ucilitate member
tirme” compliance with certain penny-stock
disclosure rules. These rrade-reporting
procedures will extend as well to member firm’s
wansactions in OTC equity securitics thal arc
eligible for. but not currently quoted on, the

Bulietin Board.

Fixed Income Pricing System
Developed, Rules Approved,
Implementation Scheduled

For Third Quarter 1993

The SEC approved rules passed by
the NASD Board for operation of
the Fixed Income Pricing System
(FIPS), an automated surveillance
and guotation system for high-yield
bonds developed by the NASD,
which will begin operation in the
fall of 1993, The NASLD developed LIPS to
enhance surveillance of all high-vyield, fixed-
income securities and to increasc the
transparency of the most higuid segment of the

high-yield bond market.

FIPS will collect audit trail information relating
to all transactions in high-yield, fixed-income
securities, Mcrnbers will submit trade reports ar
the end of the day for regulatory purposes
containing price, volume, contra party (only if
broker or dealer), broker or dealer status, and

time of execution.

FIPS will also operale as an clectronic screen-
based quotation system for the 50 most active
high-yield bonds. Time of operarion will mirror

equity markets. 9:30 am. 10 4 pan, Eastern

Time. Bonds must meet specific criteria for
listing, maintenance, and exit from the system,
and each bond will have a specific symbol.
Minimum quortation size for F1PS display is
100 bonds, and guolations must be firm for
one stde.

FIPS will collect and disseminate 1o the public
hourly high and low execution prices and
accumulated daily volume on the top 50 most
active bonds, Brokers and dealers trading these
honds must report trades within five minutes
afler execution throughoult the trading day.
Eventually, FIPS will include a trade-execution

capability, similar to SelectiNet™

NASD Clarifies Markup/
Markdown Procedures

In response to requests from
members for a comprehensive
NASD statement on markup/
markdown policies and procedures
for equity transactions with
customers in which the firm is a
principal, the NASD issued a special Notice fo
Members on this subject. The Netice containg
guidelines for ensuring that such critical issues as
prevailing market price, market-maker status,
market environment for a security, and validation
of quotations are routinely and consistently

considered.

Membership Approves Short-Sale Rule to
Curb Predatory Short Selling

By a 4-to-1 ratio, NASD members
overwhelmingly approved the new short-sale
rule for Nasdaq National Market securities. The
rule, which awaits SEC approval, would
establish a “bid test” designed to provide at lcast
equivalent protection to issuers and investors
from inappropriate short selling in the Nasdaq

market as on an exchange.
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The new rule would prohibit short sales at or
below the current inside bid when the inside bid
is Tower than the preccding bid. Under the rule as
proposed, qualified market makers—those
registered and consistently making markets in
Nasdaq securities for 20 business days—would
he excrpt from the bid test to pravide adequate

liquidity for their market-making activity.

The permanent market-maker qualification
standards, based on amount of time at the inside
bid or offer, average spread, quote changes in
relation to executions, and proportional volume,
would not go into effect until one year after the

bid test is implemented.

SEC Approves Nasdaq National Markel
Standards and Regulatory Framework
For Index Warrants

The SEC approved an NASD
proposal to include indcx
warrants based on an
established domestic or foreign
stock index on the Nasdag National
Markel, Warrants must be cash-settled,
unsecured obligations of the issuer with a
term between one and five years, either
American-style {exercisable throughout their
life) or European-style (exercisable only on their
expiration date). To protect investors, 1S8UETS

must exceed Nasdaq National Market financial

criteria and have assets in excess of $100 miliion.

Each warrant issue must have a minimum public
distribution of one million warrants, with a
minimum of 400 public holders and an aggregate

market value of $4 million.

In addition, the SEC approved the rules and
procedures developed by the NASD to govern
and monitor the trading of these products. They
include certain existing options standards and

rules that now apply to index watrants, namely:

» standards governing the suitability of
recommendations by brokers to their cuslomers

concerning index warrants;

= written authorization for discretionary accounts
and approval of discretionary transactions by
branch office managers or registered options

principals;

» the development and implementaiion of written
supervisory procedures for accounts engaging in

index warrant transactions; and,

« the distribution of a risk disclosure statement to

accounts engaging in index warrani lransactions.

SelectNet™ Hours Expanded In Pre- and
Post-Market Sessions
The NASD extended SelectiNet hours
of operation through a pre-market
session, 3 t0 9:30 am, and a
post-market session, 4 to 5:15
p-m. SelectNet is a screen-based
negoliation service that allows
members to obtain fast, low-cost, and
efficient execution of orders in Nasdag

sccuritics.

Tn approving the NASD proposal, the SEC satd
that the additional hours will “bc « positive
enhancement inasmuch as it will permit NASD
members 0 accomplish lay-off or positioning
trades and execute customer limit orders during
the off-hour sessions.” During these
supplementary sessions, member firms can usc
SelectNet’s fully automated trading, negotiating,
and reporting features, by-passing all telephone

contact.




Business Practices

Revised Sanction Guidelines

To Be Availabie to Public

The NASD has revised ils sanction goidelines
covering the most common violations and has
compiled them in a new publication to be made
available to member firms and the investing
public. These guidelines present the basic
considerations for deciding the gravity of the
offense, Rather than prescribing fixed penalues
for particular violations, thesc guidelines provide
a reference point to ¢nable the disciplinary
committees of the NASD to achicve greater
consistency, uniformity, and fairness when

imposing sanctions.

New Limitations Set on Mutual
Fund Asset-Based Sales Charges
To Protect Investors

The NASD has broadened the
existing cap on mutual fund fees to
cover all sales-rclated expenses,
extending an existing cap to cover
so-called asset-based sales charges. Previously,
mutual funds could use up to 1.25 percent of a
fund’s assets annually tor sales expenses. These
asset-based fees could escape the 8.5 percent cap
on upfront, or “load,” fees. To help protect
investors from excessive charges, the NASD has
imposed an annual Hmit and rolling cap on total

sales charges, including the asset-based fees.

The annual limit is 0.75 percent of net assets,
with an additional (.25 percent permitted as a
scrvice fce (paid member firms to compensate
for providing ongoing service to sharcholders).
‘The rolling cap on sales charges is 6.25 percent
of new sales, plus interest, for funds that charge a
service fee, and 7.25 percent, plus interest, for

funds that do not have a service fee. In addition,

any fund with a front-end, deferred, or asset-
based sales charge is now prohibited from calling
itsedf “no load,” exceplt for those funds with no
front-end deferred loads and with asset-based
sales or service fees that do not exceed 0.25

pereent of net assets.

Class Action Suits Excluded From
Arbitration Proceedings; Administration of
Complex, Protracted Cases Under Review
'To ensure that customers have access to the
courts in appropriate cases, the NASD now
excludes class-action matters from its arbitration
proceedings and requires that pre-dispute
arbitration agreements entered into by member
firms and their customers contain a notice that
class-action matters may not be arbitrated.
Member firms may not compel
arbitration against a customer who 1s
a member of a class action unless
class certification is denied, the class
is decertified, the customer is
excluded from the class, the customer
etther clects not to participate in the
class action. or the customer has
complied with the court-imposed conditions for

withdrawing from the class.

The NASD is currendly reviewing means of
improving the administration of complex,
protracted arbitration cases. The number of these
cases has recently increased. In these
deliberations the NASD is working with the
industry and representatives of the invesling

public,

The NASD sponsors the largest arbitration forum
for securities cases of any securities industry
self-regulatory organization or the American
Arbitration Association. The NASD handles on
average some 64 pereent of all cases per year, the

next largest forum handles 22 percent.




CMO Advertising Standards Adopted,
Prefiling Now Required

The NASD Fixed Income Securities Committee
formulated advertising standards [or
collateralized mortgage obligations (CMOs) to
cusure that investors are provided with full and
fair disclosure regarding this highly complex,
and mcreasingly popular, investment product.
These standards specify thal advertisements

should:

* not include comparisons with other investment
products because they may imply falsely that
CMOs are a comparable alternative to, for
instance, certificates of deposit, when they do
not in fact offer the same level of safety and

auarantee of terest and principal;
« provide the final maturity date;

« describe the tnital 1ssue

tranche; and,

« disclose the prepayment assumptions
used to calculate the yield and explain that
the anticipated yield and life of the security
will fluctuate depending on the actual
prepayment experience and current interest

rates.

Prefiling of advertisements for both corporate
and governmenl agency CMOs is now required
of all member finms for vne year beginning
November 16, 1992, after which the NASD
Fixed Income Committee will review the rule’s
impact. Member firms must file CMO
advertisements with the NASD Advertising
Department for approvat 10 days before first
use. Il disapproved by the NASD, the
advertisement may not be published or

circulated until the member makes the specitied

changes and resubmits the advertisement for

approval.

Investor Protection Rules Proposed

For Partnership Rollups

The NASD proposed for SEC approval criteria
that must be satisfied for member firms o
participate in the rollup (reorganization or
combination) of one or more limited partnerships
and for rthe resulting new securities (in the
restructured partnership or a new entity) to
qualify for listing on the Nuasdaq National
Market.

First, the general partners or sponsors proposing
the rollup mwst provide limited partners one of
the following alternatives: the right to
rccerve compensation based on an
independent appratsal of partnership
assets; the right to receive or
retain a securily with rights.
privileges, and prcferences
similar to their partnership units; or

other comparable rights.

Scecond, the terms of the transaction may not
unfairly reduce or abridge the voting rights of
invesiors; investors may not be required to bear
an unfair portion of the rollup transaction costs;
and there must be appropriate resirictions on the
conversion of general partner or sponsor

compensation resulting from the rollup.

Because partnership rollups are actually merger
and acquisition transactions, the NASD has
obrained clarification from the SEC in a “no-
action letier” of when member firms may provide
voting advice to limiled partners on the merits of
a pacticular partnership rotlup transaction without
such advice requiring a proxy solicitation under
SEC Rule 14a-9. The SEC stated that a member

firm may contact limited partners to provide
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voting advice under Rule 14a-9 if the member
{irm Lus had a business relationship with the
customer; discloses any significant relationship
witlh the issucr, ils affiliates. or with an interested
sharcholder, or any material inlerest in the vollup;
does not receive special compensation for the
advice (other than from the customer); and docs
not provide advice on behaif of anyone actively

soliciting proxies in the rollup.

General Standards Proposed
For Communications About Investments

The NASD circulated for member comment a
proposal te incorporate info the Rules of Lair
Practice certain portions of the forer Guidelines
Regarding Conumuications With the Public
Abonr Investiment Companies and
Vuriable Contracts as standards for
commurnication ahour all tynes of
investment products, These standards
would require member firms to

ensure that:

* 4 statement adequately halances

potential risks with polential benefits, because
the same statement may be misleading in one
context while being perfectly appropriate in

another:

* the fevel of explanation or delail necessary 1o
prevent information from being inadequate or
misleading is appropriate for the intended
audience and the member firm’s ability to restrict

the communication to them:

¢ statements are clear and free of complex or

overly (cchnical explanation;

=« material information is not delivered in legends

or footnoies;

* investrnents are not termed “1ax free” or “tax
exempt” if tax liability is merely postponed or
deferred, and that applicable tax fiabilities are

clearly disclosed;

= comparisons are clear, fair, balanced, and
include any material differences between the
subjects being compared, such as liquidity,

safety, investment objectives, and fees; and,

« there are no predictions or projecrions of fiture
performance on any basis, including past
performance (hypothetical illusteations of
mathematical principles such as dollar-cost
averaging, however, are not considered

projections ol performance).

NASD Suspension Powers
Broadened

Vor violations of securities rules and
regutations, the NASD received SEC
approval to impose suspensions on
registered representatives or member
firms that wo ild terminate on the
performance of a specific act. This option is in
addition 1o the option of imposing a suspension
for a specific period of time, but it docs not
preclude imposing both kinds of suspensions
simultaneously. Among other things, the NASD
could direct that an individual requalify by
examination, or a firm institute additional
safeguards, or both individual and firm pay an
arbitration award or a specific sum to a customer

tor losses sustained as a resudt of violations.

In this way, contingent suspersions may, in cases
involving customer foss, provide an incentive to
respondents to make restitution. Customers may
then be able fo avoid a separate arbitration or

court proceeding to oblain damages.
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‘The Board of Governors represents the
interests of the NASDYs principal customer
groups as it determines policy for the
regulatory and market operation activities
of the organization. The Board consists of
Governors elected by member {irms from
11 districts throughout the United States
and Governors-at-Large selected by the
Board from among inveslors, Nasdaq-listed
companies, INSUrance company members,
underwriters of investment conipany
shares, the securilics industry at large, and
related professions, such as accouniing,
business education, and law. The President
of the NASD, who is selected by the
Board, serves as a continuing member of
the Board. With (he exception of the
Preswdent, all Board members serve without
compensation for three-ycar terms. The
Chairman of the Board is elected annually.

L. Norman Frager, Stifel, Nicolaus & Company,
Incorporated, St. Louis, Missouri

2. William G. Papesh, Murphey Favre, Inc., Spokane,
Washington

3. Andrew L. Berger, Wertheim Schroder & Co.
[ncorporated, New York, New York

4. Robert I. Kleinberg. Oppenheimer & Co., Inc.,
New York, New York

3. Jerry R. Roberts, Hill, Crawford & F.anford, Inc.,
Little Rock, Arkansas

6. James M, MeMulkan, William Blair & Company,
Chicago, Hlinois

7. Robert M. Balentine, Balentine & Company, Atlanta,
Georgia

8. Philip 8. Cottone, Rutherford. Brown & Catherwood,
Inc., Wayne, Pennsylvania, NASD Vice Chairman-Finance,
1992

9. John W, Lavery,* Merrill Lynch & Co., New York,
New York

10. Robert Cohn,* Octel Communications Corporation,
Milputas, California

11. Anson M. Beard, Jr.,* Morgan Stanley & Co., Inc.,
New York, New York, NASD Vice Chairman, {992

12. David ). Pawell, The Principal/Eppler, Guerin &
Turner, Inc., Dallas, Texas

13. William R. Rothe, Alex. Brown & Sons Incorporared,
Baltimore, Maryland

14. David 8. Ruder,* Northwestern University School of
Law, Chicago, IHlinois

15. Charles B. Johmson, Franklin Distributors, Inc..
San Mateo, California, NASD Chairmai, 1992

16. Fredric M. Roberts, F.M. Roberts & Co., Inc.,
Los Angeles, Calitornia, NASD Chairman, 1993

17. Joseph R. Hardiman, NASD President and Chief
Executive Officer, Washington, D.C.

18. Richard J. DeAgazio, Boston Capital Services, Inc.,
Bosion, Massachusetts



19. Peter B, Madolf, Bernard L. Madoff Investment
Securities, New York, New York, NASD Vice Chairman,
1993

20. J. Bruce Llewellyn,* The Philadelphia Coca-Cola
Bottling Company, New York, New Yark

21. William H. Richardson, Trubec, Collins & Co., Inc.,
Buifalo, New York

22 Thomas R. Powers,* Transamerica Fund
Munagement Company, Houston, Texas

23. David Brooke,* ] O Hambro & Partners Limited,
London, England

24 John C. Burton,* Columbia University Graduate
School of Business, New York, Mew York

25. Stephen ). Friedman,* The Equitable Life Assurance
Society of the United Staies, New York, New York

26. Jerry L. Williams, Baird/Williams Sccurities,
Tampa, Florida

27. Richard M. DeMartini,* Dean Wilter Financial
Services Group Inc., New York, New York
NASD Vice Chairman-Finance, 1993

Not present for phoio:

Francis J. Gaudette,* Microsoft Corporation, Redmond,
Washington

Joseph J. Grano, Jr.,* PaineWebber Incorporaied,
Weehawken, New Jersey

* Governor-at-Large
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1692 NASD Committees

Corporate Committees

Executive

Charles B3. Johnson,* Chairmarn
Anson M. Beard, Jr.*
Robert Cohn*

Philip S, Cottone™
Richard M. DeMartin™
Peter 3. Madott
Fredric M. Roberts®
David 8. Ruder®

Terry L. Willians™
Joseph R. Hardiman*

Audit

David S. Ruder, Chairnan
Stephen J. Friedman®
Thomas R. Powers™

Finance

Philip S. Cottone,* Chairman
Robert M. Balenting®
Andrew L. Berger®
John C. Barton®
Nurman Frager®

John W. Lavery®
James M. McMullan™®
Wiltiam G. Papesh*
David I. Powell*
Jerry R. Roberts®
Joseph R. Hardiman*

Management Compensation/
Development

Andrew I.. Berger,” Chairmain
Anson M. Beard, Ir.*

John C. Buron®

Robert Cohn*

Philip S. Cottone™

Stephen J. Friedman®

J. Bruce Llewellyn™

National Nominating

Charles B. Johnson.® Chairman
Anson M, Beard, Jr.*

Robert Cohn*

I. Bruce Llewellyn®

Robert H. Mundheim

William B. Summers. Jr.
William L. ‘tedford. Jr.
Kenneth . Wessels

Joseph R Hardiman®

Strategic Planning

Witliam B. Summers, Jr., Chairman

Stephen L. Hammerman
Charles B. Johnson®
Bernard I.. Madotf
Robert H. Mundheim
ALA. Somumer, Jr.
William L. Ted(ord, Jr.
Kenneth J. Wessels
Toseph R. Hardiman™

Advisary Boards

Corporate Advisory Board
Robert Cohn,* Chalrman
Robert R, Anderson
Robert J. Bennett

O. Gene Bicknell

James L. Donald

Edward K. Dunn, Jr.
David Gladstone

Peter A, Howley

Steven C. Mcendetl

Roy H. Park, Sr.

H. Marshall Schwarz
William R. Thomas
Oakleigh B. Thorne

Max Watson

Tnternational Markets Advisory

Board

David Brooke.® Chairinan
Michel Bisquerra

Gary Burkhead

LLaurence G. Cox

Virgii Cumming

Peter Stormonth Darling
Frnest Ellison

David FitzWilliam-Lay
Masaaki Kurokawa

John Manser

Michael Marks

Charles H. Symington, Jr.
George EK. Teo

Shiro Uramatsu

Rarthold von Ribbentrop
Claude N. Zwick

Legal Advisory Board

Alan B. Levenson, Chafrian
Martin Lewis Budd

John F. Cogan, Jr.

Edward . Greenc

Sanford Krieger
Donald C. Langevourt
Simon M. Lame
Hugh H. Makens
Bruce A. Mann

Paul J. Mason

Arthur F. Matthews
Neal §. McCoy

John E. Olson
Richard M. Phillips
Irving M. Pollack
Robert N. Rapp
Richard B. Smith
A.A Sommer. Jr.
Larry W. Sonsint
William J. Williams, Jr.
Frank J. Wilson

John R. Warthington
Frank M. Wozencratt

Standing Committees

Arbitration

[rving M. Pollack, Chairman
Robert L. Clark

Paul J. Dubow

C. Edward Fletcher. T1I
Theodore A. Krehshach
Joan 1. Lavell

David A, Liplen

J. Boyd Page

David I. Powell™®

David E. Rosedahl
Stephen Sneeringer
Fraucis O. Spalding
Theodore W. Urban
Frank 1. Wilson

Bourd Surveillance
Donald A. Buchholz
Ronald E. Buesinger
Daniel Y. Cristofano
Sheldon M., Fechtor
Miles Z.. Gordon
Richard L. Hinten
A James Jacoby
Glenn R. Gxner
Richard C. Romano
Patrick C. Ryan
Carl P. Sherr

¢ Meimber. NASDY Board of
Genernors
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James C. Stone. 111
[.. Gene Tunner
Tohn B. Wemngart
Kenneth J. Wessels
Norman T. Wilde, Jr.

Corporale Financing
Bruce 8. Foerster, Clrirnai
Rosemary ‘|, Berkery
Howard L. Blum. Jt
Edward § Croft. L
lan B. Duvidson
Ramon de Oliveira
Eric Dobkin

Willtam Henderson

E. Robert Kent Jr.
Sorrell Mathes

James M. MeMulian™
Norman H. Pessin
Frredric M. Roberts®
William S. Schreier
Michael R. Smith
Sabin €. Stecter
Leopold Swergold

Direct Participation
Programs/Real Estate
Phtlip S, Cottone,™ Chairan
[awrence A, Cohen

Richard I. DeAgazio®

Peter M. Fass

Bruce 5. Fenton

E. Davisson Hurdman, Jt

Linda M. McCuay

James C. Redinger

¢ Lucy Robins

John S, Simmers
Robert A. Stanget

Fixed Income Securities

Williaunt B. Summers. Jr.. Chaimnan
David T. Del.ucia

Bo Flanders

: Dennis C. Hensley

Pcrer Karches

- David Master
- Timathy M. McKenna

Mitch Merin
Anthony Petrelli

‘ Jerry R. Roberts®

[oward Schneider

Instilutional Investors
Ronald P. Lynch, Chadmran
William I.. Cabb, Ir.

James H. Coxon

Gury Helims

Peler W Jenkins

Jack LaPorte

William J. Lippman
Thomas R. Powers*
Thomas [.. Pulling
Jumes F. Rothenberg
Thomas H. Roulston, Sr.
Jonathan Simon
Madelon DeVoe Talley

Insurance Affiliated Member
Stephen J. Friedman,™ Chairman
Vincent 'l Cloud

John P. Gualtieri

Michael Kerley

Arthur M. Kesselhaut

Cynthia M. Orcutt

David 1. Powell™*

Robert B. Saginaw

Bruce R. Stefany

Richard A. Topp

Robert H. Watls

International

Robert H. Mundhcim, Chairinwan
James T. Bartan

Anson M. Beard, Jr.*
Michacl Dritz

Amanda L. Gimblc
Leopold E. Guzman
Bernard L. Madoff

Frank Musi

David S. Ruder*

Bryant Seaman

Charles H. Symington, Ir.
Victor Wright

Investment Companies
Thomas R. Powers,* Chairman
Thomas F. Eggers
Deborah R, Gatzek
James B. Hawkes

Jay L. Lewis

Ronald P. Lvach

Seou E. Martin

Robert C. Pozen

Peter W, Rea

Richard M. Reilly
Rochelle Lamim Wallach

Issuer Affairs

Joseph §. Titzsimmons, Clrairnt
Valoree E. Dowell

John H. Grunewald

Fames W, Jarrew

Charles E. Jones, Jr.

Juseph T. Rodgers. Tr

Brad Sparks
Beian C. Stanley
James Tolonen
John C. Wilcox
Doug Wilson

Market Operations Review
Alfred W. Anderson. Jr.
George A. Boujoukos
Diniel 1. Cristofano
Samuel M. Davidson
Joseph Della Rosa
Richard M. Drew
George K. Jennison
Arthur J. Kearney

Hedi Reynolds

William R. Rothe™
Herman Striefler

Market Surveillance
Arthur I. Kearney, Clicirman
Peter Carr

Joseph Detla Rosa
Sheldon M. Fechtor
Johu P. Hughes
Robert C. King

Frank Masi

Kenneth B. Orenbach
L. Kendali Palmer
Hedi Revnolds
Thomas Sanders
Richard A. Sorrentino

Marketing

Lynn . Reitnouer, Chiatriran
Sally A. Behn

Andrew L. Berger®
Howard L. Blum, fr.
Richard M. DeMartini™®
Joscph 1. Grano, Jr.”
Charles E. Jones, Jr.
John W. Lavery*
Richard F. T.ynch

Peter F. Muratore
Russcll J. Page

Charles H. Salisbury. Jr.
John B. Wemngart

Membership

Ronald E. Buesinger, Chuirmian
John L. Burbidge

Glenn R. Gxner

William G. Papesh*
(Contired}

# Member, NASD Bourd of

Governors
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Standi ng C{)mmiﬁees {Contiruted)

William H. Richardson®
Terry R. Roberts™
John R. Smith, Jr.
Thonas J. Taglhiamonte
John B, Weingart
Muadeling W. Weinstein

Nasdaq National Market
Qualifications

John C. Giesea, Chaivman
D. Kaye Amold

Donatd A. Buchholz
William B. Lyan

Frank Masi

Vicki S. Miller

Richard C. Romuno

Nasdaq Hearing Review

L. Gene Tanner, Chairman
Sheldan M. Fechtor

Peter K. Loeb

Christopher J. Murphy, 111

Norman 1. Pessin

Bavid I Powell*

William R. Thomas

Jerry L. Williams™

National Business Conduct
Fredric M. Roberts,* Chairman
Robert M. Balentine™

David Brooke*

Richard I. DeAgazio*

Norman Frager®

Raobert 1. Kleinberg®

Willuun H, Richardson™
Wilitam R. Rothe*

QOperations

Nogman Frager,® Chairman
Jeflrey Bernsiein
Donald A. Buchholz
John Cirnito

Peter D' Angelo
Denms Donnelly
Alfred Goldea
Leonard Haynes
George Hoffman
George . Minnig
Michuel J. Passarclla
Rochelle Putlman
Vincent M. Purpura
L. Gene Tanner
Kenneth Wagner
William Winter

State Liaison
Orestes 1. Mihaly, Chairman
F. Daniel Bell, [iL
Donald A. Buchholz
Richard J. DeAgazio*
Francesca M. Maher
A. Edward Moulin
William G. Papesh™®
Juduh C. Sommer
Muartin S. Weber
Jerry L. Williams*
John R. Wurth

Trading

William R. Rothe,* Chairman
Alfred W. Anderson, br.
John P. Havens

Paul L. Hennessy
George K. Jennison
Mat M. Johnson

Peter B. Madotf*
Dennis Marine

Robert T. Mikkelsen, Jr.
Robert Morrison

Aldo Parcesepe

Hugh I. Quigley

Hedi Reynolds
Mulcolm Selver

Ralph Valentino

* Member, NASD Board of

Governors

District Committees

District 1

Northern California (the counties
of Monterev, San Benito, Fresno,
and Invo, and the remainder of the
state north or west of such
countiesi, northern Nevada (ihe
counties of Esmeralda and Nye,
and the remainder of the state
worth or west of such counties),
wird Hawaii; 289 members,

2,274 branches

David W. Studley, Chatrman
David P. Herrmann, Vice
Chairman

Donald R. Heacock

Rupert H. Johnson, Jr.
Steven N. Machtinger
Michagl A. Nielsen

Loren .. Obley

Richard A, Smith

District 2

Southern California (thar part of
the sture south or east of the
counties of Monterey, San Renito,
Fresno, and Inyo) and sauthern
Nevada {(that pait of the state south
or eust of the counties of
Esmeralda and Nye); 439
members, 2,799 branches

Ronald J. Consiglio, Chairman
Alan D. Browning, Vice Chairman
Paul Arcntsen

Stephen Y. Ascher

George H. Casey

Steven R. Fletcher

Barbuara A. Kelley

I. Terry Maxwell

Alfred E. Monahan

Charles A. Partain

District 3

Alaska, Arizona, Colorado, Idaho,
Montana, New Mexico, Oregon,
Uinh, Washington, and Wyoming;
349 members, 3,770 branches

Todd M. Milliken, Chalrman
Steven R. Larson, Vice Chairman
Vincent . Asaro

Burton L. Beahm

James C. Cohig

Donald Eder

1. Wendell Garrett

Dan Mauss

Robert V. McCullough
Burton F. Mugavero

Martin O. Nelson, Jr.
George N. Raines, Jr.

Daren J. Shaw

District 4

lowa, Kansas, Minnesota,
Missouri, Nebraska, North Dakota,
and South Dakota; 283 members,
3,137 branches

Kenneth A Bretthorst, Chairman
Neil T. Douthat, Vice Chairman
John K. Boyd, II

Mary Alice Brophy

Carol S. Bunch

Cynthia M. Carlson

Thomas J. Davidson

Robert H. Gales

Anthony L. Guerrerio

Eric M. Hender




Robert T. Slezak
Sieven B. Vecchio

Distyvict 5

Alabaiw, Arkansas, Kentucky,
Lowisicne, Mississippl, Oklahoma,
wnd Tennessee; 2310 imembers.,
2004 branches

Warren A. Stephens, Clutivinan
Robert H. Young, Jr.. Vice
Chalrman

Gerald B. Brenzel

I ester Adron Crews

E. Douglas Johnson, Jr.
Raobert W. Mcinnes
Douglas W. McQueen
Allen B. Morgan

Louts B, Todd, Jr.

Miguel Urta

District 6
Tevas: 331 members,
1,084 branches

David M. Glatstein, Chairinar
Bdward R Anderson. Vice
Chatrnnn

George R, Dullnig

Lewis B, Fisher, Jr.

Ira H. Green

Robert G. Gunn, HI

Joan |.. Lavell

William J. Mosley

Michael J.C. Roth

District 7

Hovida, Georgla, Nosth Carelina,
South Carolina, Pucito Rico, the
Canal Zone, and the Virgin
Islandds; 417 members,

3,693 branches

>, Rawls TFortenberry, Chairiman
H. Keith Brunnener. Ir., Vice
Chatrman

W. Dennis Ferguson

Andy R. ernandez

William G. Jahnes

Robert Harris Kremer

Bert C, Madden

(. Bruce McPherson, Jr.
Mary Allison Mullis
Raymond H. Smith, Sr.
Grady G. Thomas

E. James Wisner

District 8§

{tlinois, Indiana, Michigan, Ohio,
Wisconsin, and parr of upsiare
New York (the counties of Monroe,
Livingston, and Stewben, and the
remainder of the srare vwest of such
cownties); 706 members,

6,437 branches

G. Donald Steel, Chairman
James C. Bylenga, Vice Chairman
Russell Breeden. 11
Timothy A. Carr

Mary Lee Corrigan

John H. Fion, 11

Myles M. Gordon

Timothy I’. Henahan

Pau!l . Murin, Jr.

J. Will Paull

Gerald E. Petzer

Larry E. Peters

William A. Rogers
Richard J. Sillitoe

Rodney E. Trawtveuer
Richard M. Wachterman
Thomas B. Wattcrson

District 9

Delaware, District of Coliimbia,
Marvland, Pennsyivania, Virginia,
West Virginia, and southern New
Jersey (the counties of Atlantic,
Burlington, Camden, Cape Muay,
Cumeberiand, Gloucester, Mercer,
Ocean, and Salem); 405 members,
2,851 branches

K. Philip Dresdner, Chdirman
Bonnie K. Wachtel, Vice
Chairman

James W. Brinkley
Carlton M. Callins

John N. DiPueci

Samuel D. Ewing, Jr.
Michael C. Foley
Alexander 1. Heckman
John P. Hughes

Robert B. Leahy

Jay W. Lewis

Dale A. Pope

H. Roduey Scou

Gilbert S. Simons

District 10
The five boroughs of New Yark

Ciry and the adjucent cownties in

New York (the couniies of Nassau,
Crange, Putnam, Kockland,
Suffolk, and Westchesrer) and
norihern New Jersey {the state of
New Jeirsey, except for the counties
of Ailantic, Burlington, Camden,
Cape May, Cumberland,
Gloucester, Mercer, Ocean, and
Salem); 1,318 members,

2,493 branches

O. Ray Vass, Chairman
Jonathen Auerbach, Vice
Chairman

Lionel C. Bandler
Richard I'. Brueckner
Vincent Buchanan

Alan L. Davidson
Anthony T. Geraci

John C. Giesea

Richard Marriton

Dennis C. Hensley

Peter 1. Kujawaki
Richard G. McDcrmoty, Jr.
Alan Maxwell

Edward Necarsulmer
Hans Reich

Herbert Schweilzer
Richard A. Topp

District 11

Connecitcud, Maine,
Massachuserts, New Hampshire,
Rhode Istand, Vermont, and New
York {except for the counties of
Nassau, Orange, Putnam,
Rockland, Suffolk, and
Westchester: the counties of
Monroe, Livingston, and Steuben,
the remainder of the state west of
such counties; and the five
boroughs of New York City);

466 members, 2,232 branchey

Henry L. Schmelzer, Chairnan
Gary H. Sherr, Viee Chairman
Juhiun F. Baum, Jr.

Paul G. Cuomo

Dana C. Djerf

James M. Dolan

William D. Hogan

Kristin L. Hunnibell

Gerald Powers

Todd A. Robinson

Charles F. Spooner, Ir.




NASD Subsidi:

Boards of Directors
Nasdaq, Inc.

Anson M. Beard, Ir?
Chairnemn

Morgan Stanlcy & Co., Inc.
New York, New York

Toseph R. Hardiman*
President
washington, D.C.

Alfred R. Berkeley, TII
Alex. Brown & Sons Fncorporated
Baltimore, Maryland

1. Patrick Campbell
The Ohio Company
Columbus, Ohio

Leonard Mayer
Mayer & Schweitzer, Inc.
Jersey City, New Jersey

Norman H. Pcssin
Neuberger & Berman
New York. New York

DuWauyne J. Pelerson
DuWaync J. Peterson Associates
Pasadena, California

William B. Summers, Jr.
McDonald & Company
Securities, Inc.
Cleveland, Ohio

William L. Tedford, Jr.
Stephens, Inc.
Little Rock, Arkansas

5

Aries

NASD Market Services, Inc.

Victor Wright
Chetirman

Goldman, Sachs & Co.
New York, New York

Joseph R. Hardiman*
Prosident
Washington. D.C.

Fred Frohne
Dean Witter Reynolds, Inc
New Yook, New York

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

Gates H. Huwn
‘ershing & Co.,
Jersey City. New Jersey

Inc.

Peter B. Madott™

Bernard L. Madoft Investment
Sceuritics

New York, New York

Ronuld W, Readmond
Charles Schwab & Co.. Inc.
San Francisco, Califorma

Mel Taub

Sinith Barney, Harris
Upham & Co.. Inc.
New York, New York

Jerry L. Willtanis™
Baird/Williams Sccurities
Tampa, Florida

* Menher, NASD Board of
Governors
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