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NASD Notice to Members 00-50
INFORMATIONAL

Restrictions On
Unregistered
Persons
Withdrawal Of Proposed
Rule And Reminder Of
Restrictions On Use Of
Unregistered Persons
SUGGESTED ROUTING
The Suggested Routing function is meant to
aid the reader of this document. Each NASD
member firm should consider the appropriate
distribution in the context of its own
organizational structure.

• Internal Audit
• Legal & Compliance

Executive Summary
In light of recent federal law, NASD
Regulation, Inc. (NASD
Regulation ) has withdrawn its rule
proposal addressing the
permissible marketing activities and
supervision of unregistered
persons. NASD Regulation does
not anticipate rule making in this
area at the present time. With this
Notice, NASD Regulation is
reminding members of its current
policy with respect to the
permissible marketing activities of
unregistered persons, as previously
set forth in Notice to Members
88-50 (NtM 88-50).
SM

Questions/Further Information
Questions concerning this Notice
may be directed to Gary L.
Goldsholle, Associate General
Counsel, Office of General
Counsel, NASD Regulation, at
(202) 728-8104.

• Operations
• Registered Representatives
• Registration
• Senior Management
• Training

KEY TOPICS
• Cold Calling
• Telemarketing
• Unregistered Persons

training, background investigations,
and a limitation on compensation of
unregistered personnel.

Background And Summary
NtM 88-50 provides guidance on
the circumstances under which an
unregistered person may contact a
prospective brokerage customer.
Specifically, NtM 88-50 states that
unregistered persons may contact
prospective customers for three
purposes only:
(1) to extend invitations to firmsponsored events;
(2) to inquire whether the customer
wishes to discuss investments
with a registered person; and
(3) to inquire whether the customer
wishes to receive investment
literature.
NtM 88-50 also contains
supervisory guidelines, including
requirements for orientation and
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In an effort to replace NtM 88-50, in
September 1997, NASD Regulation
issued Notice to Members 97-58
requesting comment on a proposed
Interpretive Material regarding the
registration of certain persons who
solicit securities business on behalf
of member firms. In short, the
proposal would have required all
persons associated with a member
who communicate with the public
for the purpose of soliciting the
purchase of securities or related
services or identifying prospective
customers to register as a
representative of the member firm.
In 1998, based upon the comments
received and input provided by
NASD Regulation standing
committees, NASD Regulation
developed an alternative proposal
that codified the restrictions
governing the permissible activities
of unregistered persons contained
in NtM 88-50 and established
comprehensive supervisory
responsibilities of members towards
such persons. The proposal was
filed with the Securities and
Exchange Commission on July 2,
1998, and published for comment in
the Federal Register on December
18, 1998.1
The proposal encountered
opposition from banks and bankaffiliated member firms, which
asserted, among other things, that
the National Association of
Securities Dealers, Inc. (NASD )
did not have jurisdiction over bank
employees. NASD Regulation
disagreed and believed that the
restrictions on a member’s use of
unregistered persons should apply
uniformly without regard to whether
such persons are also employees
of a bank.
®
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This issue was resolved with the
passage of the Gramm-LeachBliley Financial Services
Modernization Act (GLB), which
was signed into law on November
12, 1999. The GLB contains
provisions that, effective May 13,
2001, repeal the general bank
exclusion from the definition of
broker under the Securities
Exchange Act of 1934. In its place,
the GLB leaves a number of
targeted exclusions, including one
for “networking” or “third party
brokerage” arrangements. A
networking or third party brokerage
arrangement is one in which a bank
enters into a contract or other
written arrangement with a
registered broker/dealer for the
provision of brokerage services.
Under the GLB, a bank that enters
into a third party brokerage
arrangement will be exempt from
registration as a broker only if it
meets certain conditions. These
conditions include that bank
employees (other than persons
associated with a member who are
qualified pursuant to the rules of a
self-regulatory organization)
perform only clerical or ministerial
functions in connection with
brokerage transactions including
scheduling appointments with
associated persons, except that the
employees may forward customer
funds or securities, and may
describe in general terms the types
of investment vehicles available
from the bank and the
broker/dealer. The Conference
Report to the GLB in discussing the
networking exclusion states that
NASD Regulation’s proposal
concerning the permissible
activities of unregistered persons is
inconsistent with the new legislation
and should be revised to exempt
banks and their employees from the
proposal’s coverage.2

In view of the language of the GLB
and the Conference Report, NASD
Regulation has withdrawn the
proposal. Rather than continue to
pursue adoption of a rule at this
time, NASD Regulation has
decided to remind members of the
restrictions on the use of
unregistered persons as set forth in
NtM 88-50.

Permissible Activities Of
Unregistered Persons
NASD Rule 1031(b) defines a
“representative” as “[p]ersons
associated with a member . . . who
are engaged in the investment
banking or securities business for
the member including the functions
of supervision, solicitation or
conduct of business in securities . .
. .” This definition has been
consistently interpreted by the
NASD to require registration of
persons who engage in activities
that only constitute a portion of
registered representatives’
traditional dealings with public
customers, including persons who
solicit accounts on behalf of
members.
As stated in NtM 88-50, and
reiterated here, unregistered
persons may contact prospective
customers for three purposes only:
•

extending invitations to firmsponsored events at which any
substantive presentations and
account or order solicitation will
be conducted by appropriately
registered personnel;

•

inquiring whether the
prospective customer wishes to
discuss investments with a
registered person; and

•

determining whether the
prospective customer wishes to
receive investment literature
from the firm.
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In addition, the following guidelines
are applicable to firms employing
unregistered persons to perform
these functions:
(1) Pursuant to Rule 1031,
unregistered persons may not
discuss general or specific
investment products or services
offered by the firm, pre-qualify
prospective customers as to
financial status and investment
history and objectives, or solicit
new accounts or orders.
(2) The member should provide
unregistered persons with
orientation and training that
specifically addresses the
limitations of such persons’
activities, the regulatory
consequences of exceeding
these limitations, and the fact
that such persons are
associated persons of the
member, subject to the rules of
the NASD and its disciplinary
authority.
(3) The member should conduct a
reasonable investigation of
such persons’ backgrounds to
determine that they are not
statutorily disqualified from
becoming associated with the
member.
(4) Unregistered persons are
regarded as employees of the
member and should not be
compensated on any basis
other than a salary or hourly
wage.
(5) The member should take
reasonable steps to ensure that
the activities of unregistered
persons are consistent with
applicable state statutes and
rules and with the rules of other
self-regulatory organizations.
(6) The member should be able,
upon request, to demonstrate
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that its supervisory procedures
include procedures reasonably
designed to prevent violative
conduct by unregistered
persons.

Clarification Of Guidelines
In addition, NASD Regulation is
making several clarifications with
respect to these guidelines, which
were originally published in NtM
88-50. With respect to item (1),
above, unregistered persons may
describe in general terms the types
of investment vehicles available
from the member, but may not
discuss the attributes or merits of

any particular investment vehicle or
service or class of vehicles or
services. With respect to item (4),
above, the payment of performance
bonuses or other forms of incentive
compensation, such as through
participation in a member’s profit
sharing plan, are permitted so long
as such bonuses or incentives are
not tied to transactions, commission
activity, or referrals generated by
the unregistered person.

Endnotes
163 Fed. Reg. 70173 (Dec. 18, 1998).
2See H.R. Conf. Rep. No. 434, 106th Cong.,

1st Sess., 145 Cong. Rec. H11,255 (1999).
© 2000, National Association of Securities Dealers,
Inc. (NASD). All rights reserved. Notices to Members attempt to present information to readers in a
format that is easily understandable. However,
please be aware that, in case of any misunderstanding, the rule language prevails.

Members are advised to review the
activities of unregistered persons to
ascertain that such persons are not
functioning in a manner requiring
registration.
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NASD
Member Benefits Programs
NASD members now receive a discount on all
Dell-branded product lines.
New to NASD members
Save on:
■

Dell™ Dimension™
desktops

■

Dell™ Inspiron™
notebooks

Dell Dimension desktops are
high-performance systems for
power-hungry business
applications. Dell Inspiron
notebooks feature powerful,
affordable technology, ideal for
non-networked, small-to-medium
business use. Both are designed
for rapid integration of cuttingedge technology.

How to order?
To order these or other Dell systems, access your NASD
Premier Page at www.dell.com/premier

*NASD discount cannot be combined with other Dell
discounts or promotions. NASD discount does not apply to
warranties or services, of which a portion is included in
base pricing. NASD Discount not valid on refurbished
systems purchased through Dell Factory Outlet (DFO).

Premier Page login information: Enter user name “NASD”
and password “DELLNASD98”. Then custom configure
your systems and place your order. Your NASD discount
will be applied automatically.
Or, call Dell toll free at (888) 562-3355.
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INFORMATIONAL

Margin
Requirements
SEC Approves Proposed
Rule Change Relating To
Margin For Exempted
Borrowers, Good Faith
Accounts, Joint Back
Office Arrangements,
Control And Restricted
Securities, And Options
Transactions; Effective
Date: August 21, 2000

Executive Summary
On May 30, 2000, the Securities
and Exchange Commission (SEC)
approved amendments to National
Association of Securities Dealers,
Inc. (NASD ) Rule 2520 relating to
margin requirements for exempted
borrowers, good faith accounts,
joint back office (JBO)
arrangements, control and
restricted securities, and options
transactions.1 The amendments
become effective on August 21,
2000. There is a six-month phasein period for the implementation of
the amendments relating to JBO
arrangements.
®

Questions concerning this Notice
may be directed to Susan
DeMando, Director, Financial
Operations, Member Regulation,
NASD Regulation, Inc. (NASD
Regulation ) at (202) 728-8411; or
Stephanie M. Dumont, Assistant
General Counsel, Office of General
Counsel, NASD Regulation, at
(202) 728-8176.
SM

SUGGESTED ROUTING
The Suggested Routing function is meant to
aid the reader of this document. Each NASD
member firm should consider the appropriate
distribution in the context of its own
organizational structure.

Attachment A includes the text of
the amendments to Rule 2520.

• Executive Representatives
• Institutional
• Legal & Compliance
• Operations

Highlights Of Rule Changes
The significant changes to Rule
2520 are discussed below.

• Options
• Systems

KEY TOPICS
• Margin
• NASD Rule 2520
• Options

Exempted Borrowers And Good
Faith Accounts
Under recent changes to
Regulation T, the Federal Reserve
Board has created a new account
category called the “good faith
account” to replace the “nonpurpose,” “arbitrage,” and
“government securities” accounts.2
In the good faith account, a
customer may purchase certain
securities (exempted securities,
non-equity securities, money
market mutual funds, and
exempted securities mutual funds)
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on “good faith” margin (the amount
of margin specified by the creditor
in the exercise of sound credit
judgment) or the margin specified
by the applicable regulatory
authority, whichever is greater.
Regulation T no longer specifies
initial margin, payment, and
liquidation time frames for
transactions in these securities in a
good faith account.
NASD Regulation believes that
transactions in good faith accounts
can raise the same financial
concerns as transactions in cash
and margin accounts. Accordingly,
the amendments to Rule 2520(c)
require all accounts, including good
faith accounts, to maintain margin
as required by NASD Rule 2520.
Cash accounts will continue to be
subject only to certain specific
requirements applicable to cash
accounts, not to the overall
requirements of the rule.
In addition, the Federal Reserve
Board established a classification of
exempted borrowers that are
exempt from Regulation T. An
“exempted borrower,” as defined in
Regulation T, is a broker/dealer of
which “a substantial portion of
whose business consists of
transactions with persons other
than brokers or dealers.”3 The
amendments codify this exemption
from Regulation T by excluding
“exempted borrowers,” as defined
in Regulation T, from the definition
of “customer” in NASD Rule
2520(a)(3), except for the
proprietary account of a
broker/dealer carried by a member
pursuant to NASD Rule 2520(e)(6).
Thus, proprietary accounts of an
introducing member that are carried
or cleared by another member will
remain subject to the equity
requirements of NASD Rule
2520(e)(6).
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Joint Back Office Arrangements
Section 220.7(c) of Regulation T
allows special margin treatment for
broker/dealers without clearing
operations, known as “JBO
participants,” that invest in a
“clearing and servicing”
broker/dealer, known as a “JBO
broker.” The amendments provide
certain regulatory requirements for
initiating and maintaining JBO
arrangements established pursuant
to Section 220.7 of Regulation T, as
follows. These amendments should
be phased in over the next six
months and must be implemented
by February 26, 2001.
A JBO broker must be a clearing or
carrying firm in accordance with the
requirements of Regulation T.
Under the amendments, a JBO
broker is required to:
• Notify the NASD in writing4 prior
to establishing a JBO
arrangement.
• Maintain a minimum tentative net
capital5 of $25 million, unless the
JBO broker’s primary business
consists of the clearance of
options market-maker accounts,6
then it may elect to maintain a
minimum net capital7 of $7
million, provided it also includes
gross deductions for JBO
participant accounts in its ratio of
gross options market-maker
deductions to net capital
pursuant to SEC Rule
15c3-1 (Net Capital Rule).
• Notify the NASD promptly in
writing8 if tentative net capital or
net capital falls below the
requirements outlined above and
take action to correct such
deficiency within three business
days or, if it fails to do so, the
JBO broker is prohibited from
accepting new transactions
pursuant to the JBO
arrangement.

• Deduct from its net capital,
haircut requirements pursuant to
the Net Capital Rule that are in
excess of the equity maintained
in the accounts of the JBO
participants.
• Maintain a written risk analysis
methodology for assessing the
amount of credit extended to
JBO participants. Minimum
guidelines for acceptable risk
procedures should include the
following:
◆

Procedures for obtaining and
reviewing appropriate account
documentation and financial
information;

◆

Procedures and guidelines for
the determination, review, and
approval of credit limits;

◆

Procedures and guidelines for
monitoring credit risk exposure
to the organization relating to
JBO participants;

◆

Procedures and guidelines for
the use of stress testing of
accounts in order to monitor
market risk exposure; and

◆

Procedures providing for the
regular review and testing of
these risk management
procedures by an independent
unit such as internal audit, risk
management, or other
comparable group.

A JBO participant must be a
registered broker/dealer subject to
the Net Capital Rule. The JBO
participant is required to:
• Maintain an ownership interest in
the JBO broker pursuant to
Regulation T of the Federal
Reserve Board; and
• Maintain a minimum net
liquidating equity of $1 million in
the JBO account, exclusive of the
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JBO participant’s ownership
interest in the JBO broker.
If the JBO participant’s liquidating
equity falls below $1 million, the
equity deficiency must be met
within five business days in order to
ensure continued eligibility as a
JBO participant. A JBO participant
that loses its JBO participant status
generally would become subject to
customer margin account
requirements pursuant to
Regulation T, if applicable, and
margin requirements pursuant to
other provisions of Rule 2520.
Control And Restricted
Securities
Rule 2520(e)(8)(C)(ii) has been
modified to address an anomaly
currently within the “Concentration
Reduction” provision, which imposes a higher requirement on
accounts that have deposited more
control and restricted securities
than are required to collateralize
the extension of credit. To eliminate
this unintended penalty, the amount
of “excess securities,” as defined in
the amended Rule 2520, will be
excluded from the Concentration
Reduction calculation.9 Thus, the
Concentration Reduction calculation will be performed on an aggregate position that is only as large as
the collateral necessary to support
a margin loan of 50 percent.
In addition, the amendments
expand the exception in paragraph
(e)(8) to include all restricted
securities that are then saleable,
including affiliate securities,
pursuant to Rules 144(k), 145(d)(2),
or 145(d)(3) of the Securities Act of
1933. Accordingly, those customerowned, restricted securities that are
then saleable and can be sold
under SEC Rule 144(k) would be
subject to the same maintenance
margin requirements that currently
apply to ordinary stock (25
percent).
August 2000
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1See Securities Exchange Act Release No.

deductions. Subparagraph (c)(2)(x) of the
Net Capital Rule limits the amount of
specialist and market-maker options
positions a firm may guarantee, endorse, or
carry to a ratio of 10 to 1 of options market
maker and specialist deductions to net
capital. In addition, subparagraph (a)(6) of
the Net Capital Rule exempts an option
market maker and specialist from the haircut
provisions of the Net Capital Rule provided
that, among other things, the firm maintains
liquidating equity in its account equal to the
percentage described in subparagraph
(a)(6)(iii)(A) of the Net Capital Rule.

42858 (May 30, 2000), 65 Fed. Reg. 36194
(June 7, 2000) (File No. SR-NASD-99-05).

7The term “net capital” is defined under the

Broker/Dealer Margin
Requirements

Effective Date Of
Amendments

Subparagraphs (e)(5) and (e)(6) of
Rule 2520 currently require a carrying broker/dealer to deduct from its
net capital the difference between
the equity maintained in the
account of a specialist, market
maker, or broker/dealer and the
required maintenance margin under
NASD Rule 2520. The amendments to subparagraphs (e)(5) and
(e)(6) require the carrying
broker/dealer to deduct from its net
capital the difference between the
equity maintained in the account of
a specialist, market maker, or broker/dealer and the required haircut
in accordance with the Net Capital
Rule. For example, in the case of a
long position in an equity security,
the amendments require a carrying
broker to compute its net capital
deduction for deficient specialist,
market maker, and broker/dealer
accounts based on the 15 percent
haircut requirement of paragraph
(c)(2)(vi)(J) of the Net Capital Rule,
rather than the 25 percent maintenance margin requirement of NASD
Rule 2520(c)(1).

These amendments become
effective on August 21, 2000.
However, there is a six-month
phase-in period for the
amendments relating to JBO
arrangements, which must be
implemented by February 26, 2001.

Options Transactions
Rule 2520(f)(2)(L) incorporates
provisions currently contained in
Regulation T regarding “exclusive
designation.” This provision will
allow a customer to designate
which security position in an
account to use to cover the
requested margin at the time the
option order is entered, provided
the member offers such a service.
NASD Rule 2520(f)(2)(M)(i) permits
options transactions in customer
cash accounts if the transaction is
permissible under Section 220.8 of
Regulation T.

Endnotes

2See Board of Governors of the Federal

Reserve System Docket Nos. R-0905,
R-0923, and R-0944, 63 Fed. Reg. 2806
(January 16, 1998).
312 CFR 220.2.
4 Notification should be made to the

appropriate NASD District Office and to the
Financial Operations Department, NASD
Regulation, 1735 K Street, NW, Washington,
DC 20006.
5 The term “tentative net capital” generally

refers to net capital before haircuts and
undue concentration charges on proprietary
securities and options positions. Haircuts are
specified percentages of the market value of
a broker/dealer’s proprietary securities by
which a broker/dealer must reduce its net
worth under Rule 15c3-1 under the
Securities Exchange Act of 1934 (the “Net
Capital Rule” or “SEC Rule 15c3-1”).

Net Capital Rule and is generally calculated
by deducting illiquid assets from a firm’s “net
worth,” as determined under Generally
Accepted Accounting Principles (GAAP),
adding to that amount properly subordinated
debt under Appendix D of the Net Capital
Rule, and further deducting haircuts from
securities held in the firm’s proprietary
accounts.
8Notification should be made to the

appropriate NASD District Office and to the
Financial Operations Department, NASD
Regulation, 1735 K Street, NW, Washington,
DC 20006.
9The term “excess securities” is defined as

the amount of securities, if any, by which the
aggregate position in control and restricted
securities of any one issue exceeds the
aggregate amount of securities that would
be required to support the aggregate credit
extended on such control and restricted
securities if the applicable margin
requirement were 50 percent.

6 The clearance of options market-maker

accounts will be deemed a broker/dealer’s
primary business if a minimum of 60 percent
of the aggregate deductions in the
broker/dealer’s ratio of gross options marketmaker deductions to net capital (including
gross deductions for JBO participant
accounts) are options market-maker
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ATTACHMENT A

account which shall be at least the
greater of:

Text Of Amendments

(1) the amount specified in
Regulation T [of the Board of
Governors of the Federal
Reserve System]; or

(Note: New language is underlined;
deletions are in brackets.)

2520.

Margin Requirements

(a) Definitions
For purposes of this paragraph, the
following terms shall have the
meanings specified below:
(1) – (2) No Change
(3) The term “customer” means
any person for whom securities
are purchased or sold or to
whom securities are purchased
or sold whether on a regular way,
when issued, delayed or future
delivery basis. It will also include
any person for whom securities
are held or carried and to or for
whom a member extends,
arranges or maintains any credit.
The term will not include the
following: (A) a broker or dealer
from whom a security has been
purchased or to whom a security
has been sold for the account of
the member or its customers[.],
or (B) an “exempted borrower” as
defined by Regulation T of the
Board of Governors of the
Federal Reserve System
(“Regulation T”), except for the
proprietary account of a
broker/dealer carried by a
member pursuant to paragraph
(e)(6) of this Rule.
(4) – (8) No Change
(b) Initial Margin
For the purpose of effecting new
securities transactions and
commitments, the customer shall
be required to deposit margin in
cash and/or securities in the

(2) the amount specified in
paragraph (c)(3) of this Rule; or
(3) such greater amount as the
Association may from time to
time require for specific
securities; or
(4) equity of at least $2,000
except that cash need not be
deposited in excess of the cost of
any security purchased (this
equity and cost of purchase
provision shall not apply to “when
distributed” securities in a cash
account).

the account selling at less than
$5.00 per share; plus
(3) $5.00 per share or 30 percent
of the current market value,
whichever amount is greater, of
each stock “short” in the account
selling at $5.00 per share or
above; plus
(4) 5 percent of the principal
amount or 30 percent of the
current market value, whichever
amount is greater, of each bond
“short” in the account[; plus
(5) In the case of securities listed
on the Emerging Company
Marketplace of the American
Stock Exchange (AMEX), 100
percent of the market value in
cash, of each security held “long”
in the account, unless the AMEX
determines that the security
satisfies the criteria enumerated
in Sections 220.17(a) and (b) of
Regulation T of the Board of
Governors of the Federal
Reserve System for inclusion
and continued inclusion on the
List of OTC Margin Stocks,
except for the requirement
relating to the number of dealers
in Sections 220.17(a)(1) and
(b)(1)].

Withdrawals of cash or securities
may be made from any account
which has a debit balance, “short”
position or commitments, provided
it is in compliance with Regulation T
[of the Board of Governors of the
Federal Reserve System] and after
such withdrawal the equity in the
account is at least the greater of
$2,000 or an amount sufficient to
meet the maintenance margin
requirements of this paragraph.

(d) No Change

(c) Maintenance Margin

(e) Exceptions to Rule

The margin which must be
maintained in all [margin] accounts
of customers, except for cash
accounts subject to other provisions
of this rule, shall be as follows:

The foregoing requirements of this
[paragraph] Rule are subject to the
following exceptions:

(1) 25 percent of the current
market value of all securities
“long” in the account; plus
(2) $2.50 per share or 100
percent of the current market
value, whichever amount is
greater, of each stock “short” in

NASD Notice to Members 00-51

(1) No Change
(2) Exempted Securities,
Marginable Corporate Debt
Securities and Baskets
(A) – (B) No Change
(C) Non-Convertible Corporate
Debt Securities
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On any positions in
non-convertible corporate debt
securities, which are listed or
traded on a registered national
securities exchange or qualify
as an “OTC margin bond,” as
defined in Section 220.2(t) of
Regulation T [of the Board of
Governors of the Federal
Reserve System], the margin to
be maintained shall be 20
percent of the current market
value or 7 percent of the
principal amount, whichever
amount is greater, except on
mortgage related securities as
defined in Section 3(a)(41) of
the Act the margin to be
maintained for an exempt
account shall be 5 percent of
the current market value. For
purposes of this subparagraph,
an exempt account shall be
defined as a member,
non-member broker/dealer,
“designated account” or any
person having net tangible
assets of at least sixteen million
dollars.
(D) – (F) No Change
(3) Joint Accounts in Which the
Carrying Member or a Partner or
Stockholder Therein Has an
Interest
In the case of a joint account
carried by a member in which
such member, or any partner, or
stockholder (other than a holder
of freely transferable stock only)
of such member participates with
others, each participant other
than the carrying member shall
maintain an equity with respect to
such interest pursuant to the
margin provisions of this
paragraph as if such interest
were in a separate account.
Pursuant to the Rule 9600
Series, the Association may
grant an exemption from the

provisions of paragraph (e)(3), if
the account is[:]
[(A)] confined exclusively to
transactions and positions in
exempted securities[;
(B) maintained as a Market
Functions Account conforming
to the conditions of Section
220.12(e) (Odd-lot dealers) of
Regulation T of the Board of
Governors of the Federal
Reserve System; or
(C) maintained as a Market
Functions Account conforming
to the conditions of Section
220.12(c) (Underwritings and
Distributions) of Regulation T of
the Board of Governors of the
Federal Reserve System and
each other participant margins
his share of such account on
such basis as the Association
may prescribe].
(4) No Change
(5) Specialists’ and Market
Makers’ Accounts
(A) A member may carry the
account of an “approved
specialist or market maker,”
which account is limited to
specialist or market making
transactions, upon a margin
basis which is satisfactory to
both parties. The amount of any
deficiency between the equity
in the account and the [margin
required by the other provisions
of this paragraph and the]
haircut requirements pursuant
to SEC Rule 15c3-1 shall be
charged against the member’s
net capital when computing net
capital under SEC Rule 15c3-1.
For the purpose of this
subparagraph, the term
“approved specialist or market
maker” means either:
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(i) a specialist or market
maker, who is deemed a
specialist for all purposes
under the Act and who is
registered pursuant to the
rules of a national securities
exchange; or
(ii) an OTC market maker or
third market maker, who
meets the requirements of
Section 220.7(g)(5)[12(d)] of
Regulation T [of the Board of
Governors of the Federal
Reserve System].
(B) In the case of a joint
account carried by a member in
accordance with subparagraph
(i) above in which the member
participates, the equity
maintained in the account by
the other participants may be in
any amount which is mutually
satisfactory. The amount of any
deficiency between the equity
maintained in the account by
the other participants and their
proportionate share of the
[margin required by the other
provisions of this paragraph]
the haircut requirements
pursuant to SEC Rule 15c3-1
shall be charged against the
member’s net capital when
computing net capital under
SEC Rule 15c3-1.
(6) Broker/Dealer Accounts
(A) A member may carry the
proprietary account of another
broker/dealer, which is
registered with the
Commission, upon a margin
basis which is satisfactory to
both parties, provided the
requirements of Regulation T
[of the Board of Governors of
the Federal Reserve System]
are adhered to and the account
is not carried in a deficit equity
condition. The amount of any
deficiency between the equity
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maintained in the account and
the [margin required by the
other provisions of this
paragraph] haircut
requirements pursuant to SEC
Rule 15c3-1 shall be charged
against the member’s net
capital when computing net
capital under SEC Rule 15c3-1.
(B) Joint Back Office
Arrangements
An arrangement may be
established between two or
more registered broker/dealers
pursuant to Regulation T
Section 220.7, to form a joint
back office (“JBO”)
arrangement for carrying and
clearing or carrying accounts of
participating broker/dealers.
Members must provide written
notification to the Association
prior to establishing a JBO
arrangement.
(i) A carrying and clearing, or
carrying member must:
a. maintain a minimum
tentative net capital of $25
million as computed
pursuant to SEC Rule 15c31, except that a member
whose primary business
consists of the clearance of
options market-maker
accounts may carry JBO
accounts provided that it
maintains a minimum net
capital of $7 million as
computed pursuant to SEC
Rule 15c3-1. In addition, the
member must include in its
ratio of gross options market
maker haircuts required by
the provisions of SEC Rule
15c3-1 gross deductions for
JBO participant accounts.
Clearance of option market
maker accounts shall be
deemed a broker/dealer’s
primary business if a

minimum of 60% of the
aggregate deductions in the
above ratio are options
market maker deductions. In
the event that a carrying and
clearing, or a carrying
member’s tentative net
capital, or net capital,
respectively, has fallen
below the above
requirements, the firm shall:
1. promptly notify the
Association in writing of
such deficiency, 2. take
appropriate action to resolve
such deficiency within three
consecutive business days,
or not permit any new
transactions to be entered
into pursuant to the JBO
arrangement;

c. maintain a minimum
liquidating equity of $1
million in the JBO
arrangement exclusive of
the ownership interest
established in (ii)b. above.
When the minimum
liquidating equity decreases
below the $1 million
requirement, the participant
must deposit an amount
sufficient to eliminate this
deficiency within 5 business
days or be subject to margin
account requirements
prescribed for customers in
Regulation T, and the
margin requirements
pursuant to the other
provisions of this Rule.
(7) Nonpurpose Credit

b. maintain a written risk
analysis methodology for
assessing the amount of
credit extended to
participating broker/dealers
which shall be made
available to the Association
on request; and
c. deduct from net capital
haircut requirements
pursuant to SEC Rule 15c31 amounts in excess of the
equity maintained in the
accounts of participating
broker/dealers.
(ii) A participating
broker/dealer must:
a. be a registered
broker/dealer subject to the
SEC’s net capital
requirements;
b. maintain an ownership
interest in the
carrying/clearing member
organization pursuant to
Regulation T of the Federal
Reserve Board, Section
220.7; and
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In a nonsecurities credit account,
a member may extend and
maintain nonpurpose credit to or
for any customer without
collateral or on any collateral
whatever, provided,
(A) the account is recorded
separately and confined to the
transactions and relations
specifically authorized by
Regulation T [of the Board of
Governors of the Federal
Reserve System];
(B) the account is not used in
any way for the purpose of
evading or circumventing any
regulation of the Association or
of the Board of Governors of
the Federal Reserve System;
and
(C) the amount of any
deficiency between the equity
in the account and the margin
required by the other provisions
of this paragraph shall be
charged against the member’s
net capital as provided in SEC
Rule 15c3-1.

August 2000

360

NASD Notice to Members 00-51
The term “nonpurpose credit”
means an extension of credit
other than “purpose credit” as
defined in Section 220.2[(u)] of
Regulation T [of the Board of
Governors of the Federal
Reserve System].
(8) Shelf-Registered, Control and
Restricted Securities
(A) No Change
(B) Control and Restricted
Securities—The equity in
accounts of customers for
control securities and other
restricted securities of issuers
who continue to maintain a
consistent history of filing
annual and periodic reports in
timely fashion pursuant to the
formal continuous disclosure
system under the Act, which
are subject to Rule 144 or
145(d) under the Securities Act
of 1933, shall be 40 percent of
the current market value of
such securities “long” in the
account, provided the member:
(i) in computing net capital,
deducts any margin
deficiencies in customers’
accounts based upon a
margin requirement as
specified in subparagraph
(C)(ii) [(iii)] below for such
securities and values only that
amount of such securities
which are then salable under
Rule 144 or 145(d) under the
Securities Act of 1933 in
conformity with all of the
applicable terms and
conditions thereof, for
purposes of determining such
deficiencies; and
(ii) No Change
(C) Additional Requirements on
Shelf-Registered Securities and
Control and Restricted

Securities - A member
extending credit on
shelf-registered, control and
other restricted securities in
margin accounts of customers
shall be subject to the following
additional requirements:
(i) The Association may at
any time require reports from
members showing relevant
information as to the amount
of credit extended on
shelf-registered, control and
restricted securities and the
amount, if any, deducted from
net capital due to such
security positions.
(ii) Concentration Reduction.
A concentration exists
whenever the aggregate
position in control and
restricted securities of any
one issue, excluding excess
securities (as defined below),
exceeds:
a. 10 percent of the
outstanding shares or
b. 100 percent of the
average weekly volume
during the preceding
three-month period. Where
a concentration exists, for
purposes of computing
subparagraph (B)(i) above,
the margin requirement on
such securities shall be,
based on the greater of (ii)a.
or b. above, as specified
below:
***No Change to Table ***
For purposes of this subparagraph (e)(8)(C)(ii),
“excess securities” shall
mean the amount of
securities, if any, by which
the aggregate position in
control and restricted
securities of any one issue

NASD Notice to Members 00-51

exceeds the aggregate
amount of securities that
would be required to support
the aggregate credit
extended on such control
and restricted securities if
the applicable margin
requirement were 50%.
(D) Restricted Securities Securities either:
(i) [held by non-affiliates of the
issuer which are] then salable
[by the non-affiliate] pursuant
to the terms and conditions of
Rule 144(k) under the
Securities Act of 1933, or
(ii) [which have been acquired
by non-affiliates of the issuer
in connection with a Rule
145(a) transaction under the
Securities Act of 1933 which
are] then salable [by such
non-affiliate] pursuant to the
terms and conditions of Rule
145(d)(2) or (d)(3) under such
Act,
shall not be subject to the
provisions of this subparagraph
[(H)] (e)(8), provided that the
issuer continues to maintain a
consistent history of filing
annual and periodic reports in
timely fashion pursuant to the
formal continuous disclosure
system under the Act.
(f) Other Provisions
(1) – (2)(H)(iii) No Change
(2)(H)(iv) Where a put or call is
carried “short” in the account of a
customer against a letter of
guarantee in form satisfactory to
the Association and issued by a
third party custodian bank or trust
company (the guarantor), which
letter of guarantee is held in the
account at the time the put or call
is written, or is received in the
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account promptly thereafter, no
margin need be required on the
put or call.
In the case of a call on a broad
index stock group, the letter of
guarantee must certify that the
guarantor holds for the account
of the customer as security for
the letter either cash, cash
equivalents, one or more
qualified securities, or any
combination thereof, having an
aggregate market value,
computed as at the close of
business on the day the call is
written, of not less than 100
percent of the aggregate current
index value computed as at the
same time and that the guarantor
will promptly pay the member the
exercise settlement amount in
the event the account is assigned
an exercise notice. The letter of
guarantee may provide for
substitution of qualified securities
held as collateral provided that
the substitution shall not cause
the value of the qualified
securities held to be diminished.
A qualified security means an
equity security, other than a
warrant, right or option, that is
traded on any national securities
exchange; or any equity security,
other than a warrant, listed in the
current list of Over-the-Counter
Margin Stocks as published by
the Board of Governors of the
Federal Reserve System.
In the case of a call on any other
option contract, the letter of
guarantee must certify that the
guarantor holds for the account
of the customer as security for
the letter, the underlying security
(or a security immediately
convertible into the underlying
security without the payment of
money) or foreign currency and
that the guarantor will promptly
deliver to the member the
underlying security or foreign

currency in the event the account
is assigned an exercise notice.

other option transaction in the
account.

In the case of a put on an option
contract (including a put on a
broad index stock group), the
letter of guarantee must certify
that the guarantor holds for the
account of the customer as
security for the letter, cash or
cash equivalents which have an
aggregate market value,
computed as at the close of
business on the day the put is
written, of not less than 100
percent of the aggregate
exercise price of the put and that
the guarantor will promptly pay
the member the exercise
settlement amount (in the case of
a put on a broad index stock
group) or the aggregate exercise
price (in the case of any other put
on an option contract) in the
event the account is assigned an
exercise notice. Cash
equivalents shall mean those
instruments referred to in Section
220.2 of Regulation T [of the
Board of Governors of the
Federal Reserve System].

(M) Cash account transactions
- A member may make option
transactions in a customer’s
cash account, provided that the
transaction is permissible under
Regulation T, Section 220.8.

(f)(2)(I) – (K) No Change
(L) Exclusive designation - A
customer may designate at the
time an option order is entered
which security position held in
the account is to serve in lieu of
the required margin, if such
service is offered by the
member; or the customer may
have a standing agreement
with the member as to the
method to be used for
determining on any given day
which security position will be
used in lieu of the margin to
support an option transaction.
Any security held in the account
which serves in lieu of the
required margin for a short put
or short call shall be
unavailable to support any

NASD Notice to Members 00-51

(3) “When Issued” and “When
Distributed” Securities
(A) Margin Accounts
The margin to be maintained on
any transaction or net position
in each “when issued” security
shall be the same as if such
security were issued.
Each position in a “when
issued” security shall be
margined separately and any
unrealized profit shall be of
value only in providing the
amount of margin required on
that particular position.
When an account has a “short”
position in a “when issued”
security and there are held in
the account securities upon
which the “when issued”
security may be issued, such
“short” position shall be marked
to the market and the balance
in the account shall for the
purpose of this [paragraph (c)]
Rule be adjusted for any
unrealized loss in such “short”
position.
(B) Cash Accounts
On any transaction or net
position resulting from contracts
for a “when issued” security in
an account other than that of a
member, non-member
broker/dealer, or a “designated
account,” equity must be
maintained equal to the margin
required were such transaction
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or position in a margin account.
On any net position resulting
from contracts for a “when
issued” security made for or
with a non-member
broker/dealer, no margin need
be required, but such net
position must be marked to the
market.
On any net position resulting
from contracts for a “when
issued” security made for a
member or for or with a
“designated account,” no
margin need be required and
such net position need not be
marked to the market.
However, where such net
position is not marked to the
market, an amount equal to the
loss at the market in such
position shall be charged
against the member’s net
capital as provided in SEC Rule
15c3-1.
The provisions of this
subparagraph [(B)](f)(3) shall
not apply to any position
resulting from contracts on a
“when issued” basis in a
security:
(i) which is the subject of a
primary distribution in
connection with a bona fide
offering by the issuer to the
general public for “cash,” or

The amount of margin or “mark
to market” required by any
provision of this [paragraph (c)]
Rule shall be obtained as
promptly as possible and in any
event within fifteen business
days from the date such
deficiency occurred, unless the
Association has specifically
granted the member additional
time.
(f)(7) Practice of Meeting
Regulation T Margin Calls by
Liquidation Prohibited
When a “margin call,” as defined
in Section 220.2[(1)] of
Regulation T [of the Board of
Governors of the Federal
Reserve System], is required in a
customer’s account, no member
shall permit a customer to make
a practice of either deferring the
deposit of cash or securities
beyond the time when such
transactions would ordinarily be
settled or cleared, or meeting the
margin required by the liquidation
of the same or other
commitments in the account.
This prohibition on liquidations
shall only apply to those
accounts that, at the time of
liquidation, are not in compliance
with the equity to be maintained
pursuant to the provisions of this
Rule.
(f)(8)(A) No Change

(ii) which is exempt by the
Association as involving a
primary distribution.

(f)(8)(B) Day-Trading

(f)(4) – (5) No Change

The term “day-trading” means
the purchasing and selling of
the same security on the same
day. A “day-trader” is any
customer whose trading shows
a pattern of day-trading.

(f)(6) Time Within Which Margin
or “Mark to Market” Must Be
Obtained

Whenever day-trading occurs in
a customer’s margin account
the margin to be maintained

The term “when issued” as
used herein also means “when
distributed.”
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shall be the margin on the
“long” or “short” transaction,
whichever occurred first, as
required pursuant to the other
provisions of this Rule. When
day-trading occurs in the
account of a “day-trader” the
margin to be maintained shall
be the margin on the “long” or
“short” transaction, whichever
occurred first, as required by
Regulation T [of the Board of
Governors of the Federal
Reserve System] or as required
pursuant to the other provisions
of this Rule, whichever amount
is greater.
When the equity in a
customer’s account, after giving
consideration to the other
provisions of this Rule, is not
sufficient to meet the
requirements of subparagraph
(i) or (ii) hereof, additional cash
or securities must be received
into the account to meet any
deficiency within seven
business days of the trade
date.
(9) Free-Riding in Cash Accounts
Prohibited
No member shall permit a
customer (other than a
broker/dealer or a “designated
account”) to make a practice,
directly or indirectly, of effecting
transactions in a cash account
where the cost of securities
purchased is met by the sale of
the same securities. No member
shall permit a customer to make
a practice of selling securities
with them in a cash account
which are to be received against
payment from another
broker/dealer where such
securities were purchased and
are not yet paid for. A member
transferring an account which is
subject to a Regulation T 90-day
freeze to another member firm
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shall inform the receiving
member of such 90-day freeze.
The provisions of Section
220.8(c) of Regulation T [of the
Board of Governors of the
Federal Reserve System] dictate

the prohibitions and exceptions
against customers’ free-riding.
Members may apply to the
Association in writing for waiver
of a 90-day freeze not exempted
by Regulation T.
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© 2000, National Association of Securities Dealers,
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INFORMATIONAL

Executive Summary
The National Association of
Securities Dealers, Inc. (NASD )
and the exchanges recently
submitted a decimalization plan to
the Securities and Exchange
Commission (SEC). The plan has
not yet been approved by the SEC.
®

Decimalization
NASD And Exchanges
Submit Decimalization
Plan To The SEC
SUGGESTED ROUTING
The Suggested Routing function is meant to
aid the reader of this document. Each NASD
member firm should consider the appropriate
distribution in the context of its own
organizational structure.

• Legal & Compliance
• Operations
• Options
• Registered Representatives
• Senior Management
• Technology
• Trading & Market Making

KEY TOPICS
• Decimalization

Members are reminded to prepare
their own written decimalization
plans that address their conversion
to decimal pricing.

Questions/Further Information
Questions regarding this Notice
should be directed to the
Decimalization Program
Management Office at (888) 2271330 or via at e-mail at
decimals@nasd.com.
For the most recent decimalization
news and developments, visit the
NASD Web Site (www.nasd.com)
and click on the decimalization link.
Additional decimalization
information is available on the
Securities Industry Association’s
(SIA) Web Site, located at
www.sia.com.

NASD & Exchanges’
Decimalization Plan
On July 24, 2000, the NASD and
the exchanges submitted their
decimalization plan to the SEC as
requested in an order issued by the
SEC on June 8, 2000. The plan
calls for a four-part, phased-in
implementation of decimal pricing
with the first phase beginning on
August 28, 2000 (this phase would
consist of decimal pricing to begin
in 13 exchange-listed securities and
their options on August 28, 2000),
and full implementation of decimal
pricing for all equities and options
on or before April 9, 2001. The plan
is awaiting final approval from the
SEC.
NASD Notice to Members 00-52

Members’ Decimalization
Plans
Member firms are reminded to prepare a written decimalization plan.
Each member firm should have a
written plan that addresses its strategy for ensuring that it will be able
to quote, trade, display, and store
information in decimals. A decimalization plan should include, but not
be limited to, the following:
1. An inventory and assessment
of systems impacted by
decimalization (both internal
and external).
Recommended completion
date: July 3, 2000.
2. A remediation plan for those
systems impacted by
decimalization. Such
remediation plans should
address both decimal
formatting as well as system
processing capacity.
Recommended completion
date: December 15, 2000.
3. Testing plans (both internal and
external). Again, such testing
plans should address both
decimal formatting as well as
system processing capacity
and should include participation
in industry-wide testing if
possible.
Recommended completion
date: December 15, 2000.
4. Verification of third-party
vendor decimalization
readiness (e.g., market data
vendors, clearing agents, backoffice systems, etc.).
Recommended completion
date: December 15, 2000.
5. Customer notification plans.
This component should be an
ongoing event.
This is a general outline of the
basic expectation for members’
August 2000
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decimalization plans; each member
should consider the appropriate
size, scope, and depth of its own
decimalization plan. In addition, the
recommended completion dates
listed above are intended for
member firms that are preparing for

Nasdaq decimalization. Member
firms that participate in the
intermarket (formerly known as the
third market) should plan to prepare
for the proposed phased-in period
mentioned above which would
begin on August 28, 2000.
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INFORMATIONAL

Executive Summary
NASD Regulation, Inc. (NASD
Regulation ) has adopted
amendments to National
Association of Securities Dealers,
Inc. (NASD ) Rules 2710 and 2830
to exempt certain closed-end
mutual funds that are structured as
“interval funds” from the filing
requirements, filing fees, and
regulations of Rule 2710 and
instead to subject them to the Rule
2830, which regulates the
distribution and sales charges of
open-end funds.1
SM

Interval Funds

®

NASD Adopts Exemption
From The Corporate
Financing Rule For
Interval Funds; Effective
June 20, 2000

securities of open-end investment
management companies (open-end
funds) are exempt from the
Corporate Financing Rule. Instead,
members’ receipt of fees in
connection with selling shares of
open-end funds is regulated under
NASD Conduct Rule 2830 (Sales
Charge Rule).

• Legal & Compliance

Questions/Further Information

• Mutual Fund

Questions concerning this Notice to
Members may be directed to
Joseph E. Price, Director, Corporate Financing Department, NASD
Regulation, at (240) 386-4623.

The Corporate Financing Rule has
long been applied to members’
sales of the securities of closed-end
funds on the basis that closed-end
fund offerings are structured and
marketed in a manner that is more
similar to and competitive with
corporate securities offerings than
open-end funds. At the time the
Corporate Financing Rule was
adopted, closed-end funds
conducted offerings of a fixed
number of common shares at
specified times; priced their shares
periodically; limited sales
compensation of broker/dealers to
a discount from a fixed-offering
price; did not redeem their
securities; and generally listed their
securities on a securities market.

• Mutual Funds

Background

• NASD Rule 2710

Interval Funds

NASD Rule 2710 (Corporate
Financing Rule) regulates the
underwriting terms and other
arrangements of public offerings of
securities. Subparagraph (b)(8)(C)
of the Corporate Financing Rule
provides that offerings of securities
of investment companies registered
under the Investment Company Act
of 1940 (1940 Act) are exempt from
the Corporate Financing Rule,
unless the offering is of securities of
a management company defined as
a “closed-end” company in Section
5(a)(2) of the 1940 Act (closed-end
funds).2 Thus, offerings of
securities of closed-end funds are
subject to the filing requirements,
filing fees, and regulations of the
Corporate Financing Rule.
Continuous offerings of redeemable

Certain closed-end funds,
commonly known as “interval
funds,” have developed a hybrid
structure in which they engage in
continuous offerings of their
securities under Securities and
Exchange Commission (SEC or
Commission) Rule 415; price their
shares daily; pay broker/dealers
initial and continuing compensation
that meets the limitations in the
Sales Charge Rule; do not list their
securities on a securities market;
and redeem shares by making
periodic self-tenders in compliance
with Rule 23c-3(b) of the 1940 Act.
Rule 23c-3(b) requires that interval
funds establish a fundamental
policy of making periodic
repurchase offers; this policy is
then changeable only by a majority

SUGGESTED ROUTING
The Suggested Routing function is meant to
aid the reader of this document. Each NASD
member firm should consider the appropriate
distribution in the context of its own
organizational structure.

The text of the amendments is
included with this Notice to
Members (see Attachment A). The
amendments became effective
June 20, 2000.

• Corporate Finance

• Registered Representatives

KEY TOPICS

• NASD Rule 2830
• Underwriting Compensation
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vote of the outstanding voting
securities of the company. Because
the shares of interval funds are not
redeemable on a daily basis, they
are classified as “closed-end” under
the 1940 Act.
NASD Regulation believes that the
distribution of interval fund shares
is conducted and financed in a
manner more similar to that used
by open-end funds than the method
used by traditional closed-end
funds. Therefore, the calculation of
members’ compensation for the
distribution of interval fund shares
is more properly regulated by the
Sales Charge Rule, rather than by
the limitations on underwriting
compensation in the Corporate
Financing Rule.

Description Of Amendments
NASD Regulation has amended the
Corporate Financing Rule and the
Sales Charge Rule to exempt
interval funds from the filing
requirements, filing fees, and
regulations of the Corporate
Financing Rule and instead to
subject them to the Sales Charge
Rule, which regulates the
distribution and sales charges of
open-end funds.3 The amendment
to subparagraph (b)(8)(C) of the
Corporate Financing Rule provides
that closed-end fund offerings are
exempt if the fund makes periodic

repurchase offers pursuant to Rule
23c-3(b) and it offers its shares on
a continuous basis pursuant to Rule
415(a)(1)(xi) under the Securities
Act of 1933. Closed-end funds that
do not meet these requirements
continue to be subject to the
Corporate Financing Rule. The
amendment to subparagraphs (d)
and (j) of the Sales Charge Rule
provide that interval funds are
subject to the provisions regulating
sales charges and the repurchases
of fund securities.

Endnotes
1Securities Exchange Act Release No.

42965 (June 20, 2000); 65 F.R. 39640 (June
27, 2000).
2Section 5(a)(1) of the 1940 Act defines

“open-end company” as “a management
company which is offering for sale or has
outstanding any redeemable security for
which it is the issuer.” Section 5(a)(2) of the
1940 Act defines “closed-end company” as
“any management company other than an
open-end company.”
3Interval funds are distinguished from other

Implementation
The amendments became effective
June 20, 2000. Interval funds that
previously received a “no
objections” opinion from the
Corporate Financing Department
based upon representations that
underwriting compensation would
not exceed the guidelines in the
Corporate Financing Rule can now
rely on the Sales Charge Rule
limitations, provided that the
Corporate Financing Rule’s
compensation limit has not already
been met or exceeded. Any interval
fund that has reached the
applicable compensation limit under
the Corporate Financing Rule shall
remain subject to the requirements
of this Rule until the fund files a
post-effective amendment with the
Commission registering additional
securities.
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hybrid closed-end funds that make periodic
self-tenders in compliance with Rule 13e-4
and Schedule 13E-4 under the Act (“tender
offer funds”). Such tender offer funds are not
required to establish as a fundamental policy
that they will make periodic repurchases, as
required by Rule 23c-3(b) under the 1940
Act. The rule change adopted herein would
not exempt tender offer funds from the
Corporate Financing Rule. However, NASD
Regulation will consider individual requests
for exemption under the Rule 9600 Series
from the requirements of the Corporate
Financing Rule for such tender offer funds.
See, Exemption granted October 29, 1999
under “Corporate Financing Rule - Rule
2710” at the Exemption Requests Web Page
on the NASD Regulation Web Site
(www.nasdr.com/2920.htm).
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ATTACHMENT A

Rule 415(a)(1)(xi) under the
Securities Act of 1933.
(D) – (J) No change

Text Of Amendments
(Note: New text is underlined; deletions are
bracketed.)

(9) – (12) No change
(c) – (d) No change

2710. Corporate Financing
Rule - Underwriting Terms
and Arrangements

***

(a) No change

2830. Investment Company
Securities

(b) Filing Requirements

(a) – (c) No change

(1) – (7) No change
(8) Exempt Offerings
Notwithstanding the provisions of
subparagraph (1) above, the
following offerings are exempt
from this Rule, Rule 2720, and
Rule 2810. Documents and
information relating to the
following offerings need not be
filed for review:
(A) – (B) No change
(C) securities of [investment
companies registered under the
Investment Company Act of
1940, as amended, except
securities of a management
company defined as a “closedend company” in Section
5(a)(2) of that Act] “open-end”
investment companies as
defined in Section 5(a)(1) of the
Investment Company Act of
1940 and securities of any
“closed-end” investment
company as defined in Section
5(a)(2) of that Act that:
(i) make periodic repurchases
offers pursuant to Rule 23c3(b) under the Investment
Company Act of 1940; and
(ii) offers its shares on a
continuous basis pursuant to

(d) Sales Charge
No member shall offer or sell the
shares of any open-end investment
company, any closed-end
investment company that makes
periodic repurchase offers pursuant
to Rule 23c-3(b) under the 1940 Act
and offers its shares on a
continuous basis pursuant to Rule
415(a)(1)(xi) under the Securities
Act of 1933, or any “single
payment” investment plan issued
by a unit investment trust
(collectively “investment
companies”) registered under the
1940 Act if the sales charges
described in the prospectus are
excessive. Aggregate sales
charges shall be deemed excessive
if they do not conform to the
following provisions:
(1) – (5) No change
(e) – (i) No change
(j) Repurchase from Dealer
No member who is a principal
underwriter of a security issued by
an open-end [management]
investment company or a closedend investment company that
makes periodic repurchase offers
pursuant to Rule 23c-3(b) under the
1940 Act and offers its shares on a
continuous basis pursuant to Rule
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415(a)(1)(xi) under the Securities
Act of 1933 shall repurchase such
security, either as principal or as
agent for the issuer, from a dealer
acting as principal who is not a
party to a sales agreement with a
principal underwriter, nor from any
investor, unless such dealer or
investor is the record owner of the
security so tendered for
repurchase. No member who is a
principal underwriter shall
participate in the offering or in the
sale of any such security if the
issuer voluntarily redeems or
repurchases its securities from a
dealer acting as principal who is not
a party to such a sales agreement
nor from any investor, unless such
dealer or investor is the record
owner of the security so tendered
for repurchase. Nothing in this
paragraph shall relate to the
compulsory redemption of any
security upon presentation to the
issuer pursuant to the terms of the
security.
Nothing in this Rule shall prevent
any member, whether or not a party
to a sales agreement, from selling
any such security for the account of
a record owner to the underwriter or
issuer at the bid price next quoted
by or for the issuer and charging
the investor to a reasonable charge
for handling the transaction,
provided that such member
discloses to such record owner that
direct redemption of the security
can be accomplished by the record
owner without incurring such
charges.
(k) – (n) No change
© 2000, National Association of Securities Dealers,
Inc. (NASD). All rights reserved. Notices to Members attempt to present information to readers in a
format that is easily understandable. However,
please be aware that, in case of any misunderstanding, the rule language prevails.
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INFORMATIONAL

Executive Summary
The National Association of
Securities Dealers, Inc. (NASD )
Uniform Practice Code (UPC)
governs, among other things, the
designation of “ex-dividend dates”
(ex-dates) for securities. The exdate is the date on or after which a
security is traded without a specific
dividend or distribution. Under
NASD rules, there are two different
methods used to determine the exdate of a security, depending upon
the size of the dividend or
distribution. This Notice reviews
differences in the way ex-dates are
determined and cautions members
and their associated persons to be
cognizant of these differences
when providing ex-date information
to customers.
®

Ex-Dividend
Dates
NASD Reminds
Members Of Methods For
Determining Ex-Dividend
Dates
SUGGESTED ROUTING
The Suggested Routing function is meant to
aid the reader of this document. Each NASD
member firm should consider the appropriate
distribution in the context of its own
organizational structure.

• Legal & Compliance
• Registered Representatives
• Senior Management
• Trading & Market Making

KEY TOPICS
• Ex-Dividend Dates

Questions/Further Information
Questions or comments concerning
this Notice may be directed to
Dorothy L. Kennedy, Director, Market Operations, The Nasdaq Stock
Market, Inc. (The Nasdaq Stock
Market ), at (203) 385-6243; and
Shirley Weiss, Associate General
Counsel, Office of General Counsel, NASD Regulation, Inc. (NASD
Regulation ), at (202) 728-8844.
®

SM

Background
NASD member firms or their
registered representatives from
time to time respond to customer
inquiries regarding ex-dates relating
to dividend and other distributions.
In some cases, customers have
drawn erroneous conclusions
regarding ex-dates. In particular,
large dividends that result in the
designation of ex-dates after the
record and payable dates have
caused confusion in the case of
customers who effect sales
transactions after the record date
but before the payable date and
believe therefore that they are
entitled to keep the dividend.
NASD Notice to Members 00-54

Securities and Exchange
Commission (SEC) Rule 10b-17
requires issuers to give notice of
dividends and distributions to the
NASD no later than 10 days prior to
the record date.1 The NASD then
establishes the ex-date for the
distribution and makes this
information publicly available on a
Daily Dividend List on the Nasdaq
Trader Web Site
(www.nasdaqtrader.com/dailylist/
dl_di_ind.stm), which shows the
issuer name and symbol,
declaration date, amount of
dividend, the ex-date, the record
date, and the payable date.
SM

Determining The Ex-Date
UPC Rule 11140 governs the
designation of ex-dates for
securities. The ex-date is the date
on or after which a security is
traded without a specific dividend or
distribution. The payable date is the
date that the dividend is sent to the
record owner of the security. Under
the UPC, two methods are used to
determine the ex-date of a security,
depending on the size of the
dividend or distribution.
Dividends Or Distributions
Less Than 25 Percent Of
Security Value
The first method, under
subparagraph(b)(1) of Rule 11140,
provides that for dividends or
distributions that are less than 25
percent of the value of the subject
security, the date designated as the
ex-date shall be the second
business day preceding the record
date. For example, if the issuer of
the security has announced a date
falling on a Thursday as the record
date of a distribution, the ex-date
will be on Tuesday, two days
earlier. The price of the stock is
adjusted downward on the ex-date
so that the amount of the
distribution is reflected in the
current stock price. Thus, in this
August 2000
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example, Tuesday is the day on or
after which a buyer would purchase
the security without the dividend
and the seller of the security would
keep the dividend. If the sale
occurred on Monday, a day earlier,
the seller would not keep the
dividend.
Dividends Or Distributions
25 Percent Or Greater Than
Security Value
The second method, under
subparagraph (b)(2) of Rule 11140,
provides that for dividends or
distributions that are 25 percent or
greater of the value of the subject
security, the ex-date shall be the
first business day following the
payable date. For example, if an
issuer has announced August 10 as
the record date and August 31 as
the payable date, then the ex-date
will be September 1, the first

business day after the payable
date. In this example, September 1
is the day on or after which a buyer
would purchase the security without
the dividend and, therefore, the day
on which the price of the stock is
adjusted downward. In this
example, a seller of the security on
August 15, even though the holder
of record to receive the dividend,
would have to relinquish the
dividend to the buyer. Indeed,
because the value of the security
on August 15 has not yet been
adjusted downward to reflect the
dividend distribution, the seller in
this example would be unjustly
enriched by keeping the dividend.
The seller would have received the
value of the dividend twice: first, as
fully reflected in the unadjusted
price of the stock on August 15;
and secondly, as subsequently paid
by the company to record date
holders.

This Notice reminds member firms
and their associated persons that
ex-dates are determined differently,
depending on the size of the
distribution. Current and historical
dividend information is maintained
by The Nasdaq Stock Market and
can be found on the Nasdaq Trader
Web Site at
www.nasdaqtrader.com/dailylist/
dl_di_ind.stm.

Endnote
1The term “record date” under the Uniform
Practice Code means the date fixed by the
trustee, registrar, paying agent, or issuer for
the purpose of determining the holders of
equity securities, bonds, similar evidences of
indebtedness, or unit investment trust
securities entitled to receive dividends,
interest or principal payments, or any other
distributions.
© 2000, National Association of Securities Dealers,
Inc. (NASD). All rights reserved. Notices to Members attempt to present information to readers in a
format that is easily understandable. However,
please be aware that, in case of any misunderstanding, the rule language prevails.
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Arbitration
Awards
NASD Dispute
Resolution Will Require
Firms To Certify In
Writing That They Have
Complied With Arbitration
Awards Within 30 Days
Of Receipt; Effective
Date: September 18,
2000
SUGGESTED ROUTING
The Suggested Routing function is meant to
aid the reader of this document. Each NASD
member firm should consider the appropriate
distribution in the context of its own
organizational structure.

• Legal & Compliance
• Operations
• Registered Representatives
• Senior Management

KEY TOPICS
• Arbitration Awards
• Motions To Vacate
• Nonpayment Of Awards
• Suspension Proceedings

Executive Summary
To respond to concerns raised by
the General Accounting Office,
NASD Dispute Resolution, Inc.
(formerly the Office of Dispute
Resolution of NASD Regulation,
Inc.) is implementing a system of
monitoring and tracking compliance
with arbitration awards by members
and associated persons.
Starting on September 18, 2000,
when claimants prevail in an
arbitration proceeding, NASD
Dispute Resolution will request to
be notified by the claimants if a
member or associated person has
not paid the arbitration award within
30 calendar days of receipt of the
award as required by Rule
10330(h). NASD Dispute
Resolution will also require member
firms to certify in writing that they
have complied with awards against
them or their associated persons.

Questions/Further Information
Questions regarding this Notice
may be directed to Jean I. Feeney,
Special Advisor to the President,
NASD Dispute Resolution, at (202)
728-6959 or via e-mail at:
jean.feeney@nasd.com.

Discussion
Background
On June 15, 2000, the United
States General Accounting Office
(GAO) issued a report entitled,
Securities Arbitration: Actions
Needed to Address Problem of
Unpaid Awards (GAO Report).1 The
GAO Report was the culmination of
an audit that began in the fall of
1998 and continued until the spring
of 2000. GAO auditors surveyed
845 investors who received
monetary awards in 1998 to
determine how many awards had
been paid or otherwise complied
with. While the GAO Report found
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that the NASD had initiated new
arbitration processes to respond to
recommendations contained in a
1992 GAO Report,2 the GAO
expressed concern that about 500
NASD awards to investors in 1998
either were unpaid or only partially
paid.
The GAO observed that the NASD
did follow up on all complaint letters
it received concerning unpaid
awards, and that most of the unpaid
awards resulted from
broker/dealers that were no longer
in business. The GAO noted that,
“Taking action to monitor the status
of award payments and identify
nonpaying brokers as soon as
payment is due not only could
benefit investors but also could help
preserve their confidence in the
arbitration process and thus benefit
the entire securities industry.”3
The GAO Report made several
recommendations to deal with the
problem of unpaid awards,
including a recommendation that
parties notify the NASD about the
payment status of any monetary
award when the 30-day payment
period has passed. In response,
NASD Dispute Resolution agreed
to take appropriate measures to
encourage prompt payment of
arbitration awards. As part of those
measures, NASD Dispute
Resolution will now specifically
request prevailing claimants to
notify the forum in writing when
their awards have not been paid,
and will require member firms to
certify in writing that they have
complied with awards against them
or their associated persons.4
Rule 10330(h) of the Code of
Arbitration Procedure (Code)
provides as follows:
All monetary awards shall be
paid within thirty (30) days of
receipt unless a motion to vacate
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has been filed with a court of
competent jurisdiction. An award
shall bear interest from the date
of the award: (1) if not paid within
thirty (30) days of receipt, (2) if
the award is the subject of a
motion to vacate which is denied,
or (3) as specified by the
arbitrator(s) in the award. Interest
shall be assessed at the legal
rate, if any, then prevailing in the
state where the award was
rendered, or at a rate set by the
arbitrator(s).
The NASD By-Laws, Article VI,
provide as follows:
Sec. 3. Suspension or
Cancellation of Membership or
Registration
The NASD after 15 days notice in
writing, may suspend or cancel
the membership of any member
or the registration of any person
in arrears in the payment of any
fees, dues, assessments, or
other charges or for failure to
furnish any information or reports
requested pursuant to Section 2,
or for failure to comply with an
award of arbitrators properly
rendered pursuant to the Rules
of the Association, where a
timely motion to vacate or modify
such award has not been made
pursuant to applicable law or
where such a motion has been
denied, or for failure to comply
with a written and executed
settlement agreement obtained in
connection with an arbitration or
mediation submitted for
disposition pursuant to the Rules
of the Association.
Therefore, if arbitration awards are
not complied with in a timely
manner, NASD Dispute Resolution
currently institutes suspension
proceedings against the member
firm or associated person as
provided in the NASD By-Laws and

the Rule 9510 Series, unless the
member or associated person
establishes one of the following
bases for nonpayment, which are
listed in the initial suspension
warning letter:
1. The member or associated
person made full payment of
the award;
2. The parties have agreed to
installment payments of the
amount awarded or have
otherwise agreed to settle the
action;
3. The award has been modified
or vacated by a court;
4. A motion to vacate or modify
the award is pending in a
court;5 or,

For Respondents: Letters enclosing arbitration awards in which the
claimant has prevailed will include a
notice requiring members to notify
NASD Dispute Resolution in writing
within 30 days of receipt if they or
their associated persons have paid
or otherwise complied with the
award. If the member or associated
person has not complied with the
award, the member must identify a
valid basis for nonpayment from
among those listed above. This will
enable NASD Dispute Resolution to
institute suspension proceedings
promptly when appropriate, and will
prevent unnecessary regulatory
effort in cases in which the award is
the subject of a pending motion to
vacate or there is another valid
basis for nonpayment.

Endnotes
5. The member or associated
person has a bankruptcy
petition pending in U.S.
Bankruptcy Court pursuant to
Title 11 of the United States
Code (the Federal Bankruptcy
Code), or the award in the
action has been discharged by
a U.S. Bankruptcy Court.
New Notification Procedure
For Claimants: Beginning on
September 18, 2000, letters to
parties enclosing their arbitration
awards will include a notice
informing prevailing claimants that
member firms and associated
persons are required to comply with
the award within 30 days of receipt
unless they have a valid basis for
not doing so, and that members
and associated persons who do not
comply with this requirement are
subject to non-summary
suspension proceedings. The
notice will ask claimants to notify
NASD Dispute Resolution in writing
if their award has not been paid by
the end of the 30-day period.
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1The GAO Report may be found on the

Internet at:
www.gao.gov/new.items/gg00115.pdf or
ordered through the Government Printing
Office under the number GAO/GGD-00-115.
2That report was entitled Securities
Arbitration: How Investors Fare (GAO/GGD92-74, May 11, 1992).
3GAO Report at 38.
4Associated persons who have changed

employment since the arbitration claim was
filed will be required to notify NASD Dispute
Resolution directly regarding the payment
status of any awards against them.
5An award must be paid immediately when a
court denies a motion to vacate or modify
the award, absent a court order staying
compliance with the award.
© 2000, National Association of Securities Dealers,
Inc. (NASD). All rights reserved. Notices to Members attempt to present information to readers in a
format that is easily understandable. However,
please be aware that, in case of any misunderstanding, the rule language prevails.
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Code Of
Procedure
SEC Approves Changes
To Rule Regarding The
Code Of Procedure
SUGGESTED ROUTING
The Suggested Routing function is meant to
aid the reader of this document. Each NASD
member firm should consider the appropriate
distribution in the context of its own
organizational structure.

• Legal & Compliance
• Senior Management

KEY TOPICS
• Code Of Procedure
• Disciplinary Action Appeals
• Document Production
• Eligibility and Qualification
Standards
• Failure to Respond
• Hearing Officers Authority
• Proceedings Imposing
Limitations On Business
Activities Re. Financial And/Or
Operational Difficulties
• Statutory Disqualification

Executive Summary

Discussion

On August 1, 2000, the Securities
and Exchange Commission (SEC
or Commission) approved rule
changes proposed by the National
Association of Securities Dealers,
Inc. (NASD or Association) that
amend the NASD Code of
Procedure (the Code) and other
provisions to: set forth more clearly
the Department of Market
Regulation’s role in disciplinary
proceedings; clarify the authority of
Hearing Officers and make some
limited changes to that authority;
clarify the scope of the
Association’s document production
requirements; provide for hearing
panel review of staff determinations
to impose limitations on member
firms’ business activities because of
financial and/or operational
difficulties; provide for changes to
the process for appeals of
disciplinary actions, statutory
disqualification proceedings, and
certain other accelerated
proceedings; provide for a
streamlined process to impose bars
or expulsions for the failure to
provide information to the
Association; and provide for a
process by which the Association
can more expeditiously cancel
memberships of firms that fail to
meet the Association’s eligibility
and qualification standards.

The Code, implemented on August
7, 1997, provides detailed
requirements governing NASD
Regulation’s process for:

®

The rule changes are included with
this Notice (see Attachment A).
These changes become effective
on September 11, 2000.

Questions/Further Information
Questions regarding this Notice
may be directed to Eric Moss,
Assistant General Counsel, Office
of General Counsel, NASD
Regulation, Inc. (NASD
Regulation ), at (202) 728-8982.
SM

(1) authorizing, litigating, and
issuing disciplinary decisions;
(2) providing for appeals of those
decisions;
(3) taking certain actions through
categories of accelerated
proceedings; and
(4) determining requests for relief
from statutory disqualifications.
Since August 7, 1997, the
Association staff has gained
significant experience under the
Code, and identified certain areas
that need to be clarified or
changed. On December 28, 1999,
the Association proposed a series
of clarifying and substantive
amendments to the Code and other
provisions as described below.1 On
May 10, 2000, the SEC published
the NASD proposal for public
comments,2 and on August 1, 2000,
the SEC issued an order approving
these changes.3
Custodian Of The Record
Firms often list persons not
associated with the firms as
custodians of the record on SEC
Form BDW, and then the
Association may have difficulty
obtaining records when firms no
longer conduct business. NASD
Rule 3121 was created to require
members to designate, as the
custodians of the record on Form
BDW, persons who are associated
with the firms at the time the forms
are filed.
Eligibility Of Panel Members
In certain circumstances, the
National Adjudicatory Council
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(NAC) or the Review Subcommittee
of the NAC (Review Subcommittee)
may appoint panels to conduct
hearings. Under Rule 1015, only
one panel member can be from the
NAC, unless a panel member is
also a former NASD Regulation
Director or NASD Governor. The
Association believes that this
unnecessarily limits the pool of
potential panelists. The Association
believes that members of the NAC
possess specialized expertise that
may not be fully utilized under the
current rule language. Accordingly,
the Association is eliminating this
restriction.
Market Regulation’s Role In
Disciplinary Process
Both the Department of Market
Regulation and the Department of
Enforcement represent NASD
Regulation in formal disciplinary
matters under the Code. However,
the disciplinary rules only refer to
the Department of Enforcement as
the representative of the
Association in these matters. The
Department of Market Regulation
also represents NASD Regulation
under a delegation of authority from
the Department of Enforcement, as
stated in Rule 9120(e). The
Association is amending the Code
to clarify the Department of Market
Regulation’s role in the disciplinary
process.
Investigations
The Rule 8220 Series permits the
Department of Enforcement to
initiate proceedings, to suspend or
cancel membership from the
Association, or to suspend the
association of a person with a
member based upon the failure to
provide information. These
proceedings may be initiated for the
failure to provide information
pursuant to an Association request
or the failure to make required
filings with the Association, such as
FOCUS reports, or failure to keep

the membership applications or
supporting documents current. The
Association is amending the Rule
8220 Series to:
(1) as discussed below (under the
heading Failure To Respond),
limit the use of Rule 8220
Series proceedings to address
the most serious ongoing
violations concerning
associated persons and
members who fail to provide
the Association with requested
information; and
(2) limit the sanctions available
under Rule 8220 proceedings
to suspensions.
Finally, the Association is amending
the service provision under the
Rule 8220 Series to make it
consistent with the service
provision under the Rule 9530
Series, a similar rule series. As
modified, both the Rule 8220 Series
and the Rule 9530 Series service
provisions permit personal service,
service by facsimile, and service by
overnight courier. The Association
is further clarifying that attempted
delivery of a document by an
overnight courier constitutes as
service under these provisions.
Service Of Papers—Address
Changes
Rule 9134(b)(1) states that service
of papers on a natural person in a
disciplinary proceeding must be at
the person’s residential address as
reflected in the Central Registration
Depository (CRD ). If the
Association staff has actual
knowledge that the person’s
residential CRD address is out of
date, then in addition to serving at
the residential address as reflected
in the CRD, service should also be
made at the person’s last known
residential address and the CRD
address of the firm with which the
person is associated or affiliated, if
SM
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he/she is currently in the industry.
The Association is modifying the
rule to permit adjudicators to waive
the requirement of sending papers
to CRD addresses when they are
no longer valid, and when there is a
more current address available.
This change only relates to
documents served on respondents
after complaints have been served.
Further, the Association is
amending Rule 9135(a) to clarify
that complaints shall be deemed
timely filed so long as they are
either mailed or delivered to the
Office of Hearing Officers within the
two-year jurisdictional period, as
outlined in the By-Laws.
Severance Of Cases
Rule 9214 explicitly authorizes the
Chief Hearing Officer to order the
consolidation of disciplinary
hearings, but does not discuss
whether the Chief Hearing Officer
has the authority to sever
disciplinary proceedings. The
Association is amending Rule 9214
to state that the Chief Hearing
Officer has authority to sever
disciplinary proceedings involving
multiple respondents into two or
more proceedings. Under the rule
changes, the Chief Hearing Officer
may order the severance of a
disciplinary matter into two or more
disciplinary proceedings, upon his
or her own motion, or upon motion
of a party. In determining whether
to order the severance, the Chief
Hearing Officer shall consider:
(1) whether the same or similar
evidence reasonably should be
expected to be offered at each of
the possible hearings; (2) whether
the severance would conserve the
time and resources of the parties;
and (3) whether any unfair
prejudice would be suffered by one
or more of the parties if the
severance is (not) ordered. If the
Chief Hearing Officer issues an
order to sever a disciplinary
August 2000
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proceeding for which a hearing
panel or extended hearing panel, if
applicable, has been appointed, the
Chief Hearing Officer’s order shall
specify whether the same hearing
panel or extended hearing panel, if
applicable, shall preside over the
severed disciplinary proceedings,
or shall appoint a new hearing
panel(s) or extended hearing
panel(s), if applicable, to preside
over all severed proceedings,
based on the criteria set forth in
Rules 9231 and 9232.

The modifications of Rule 9253
clarify that the only portions of
routine examination or inspection
reports, internal employee
communications, and any other
internal documents that are
required to be produced, under this
rule, are the portions outlining the
substance of (and any conclusions
regarding) oral statements made by
persons who are not employees of
the Association when evidence of
those statements is offered by
Association staff during disciplinary
hearings.

Producing Documents
The Association is amending Rule
9253 to clarify the scope of the
Association’s document production
requirements. Rule 9251(a)
requires the Association staff to
make available to respondents
documents prepared or obtained by
the staff in connection with the
investigation that led to the
institution of a disciplinary
proceeding. Exceptions to the
production requirements are listed
in Rule 9251(b), and include
examination and inspection reports
and internal employee
communications. Rule 9251(b)
contains these exceptions because
the materials listed in this provision
often contain nonpublic information
concerning the Association’s
investigative techniques.
Notwithstanding these exceptions,
such documents might become
discoverable under Rule 9253 if
staff members are called as
witnesses during hearings. Rule
9253 requires Association staff to
produce written statements made
or adopted by staff members, if
they relate to the subject matter of
those persons’ testimony. It also
requires the staff to produce
contemporaneously recorded
recitals of oral statements made by
witnesses, if those written
statements are substantially
verbatim.

Amending Complaints
The Association is modifying its
rules regarding amending
complaints to more closely follow
the Federal Rules of Civil
Procedure (FRCP). The FRCP
does not limit the types of
amendments that may be made to
complaints. NASD Rule 9212,
however, only permits amendments
to “new matters of fact or law.” The
Association is amending the rule to
eliminate this restriction. Thus, for
instance, under the rule change,
the Association staff could amend
complaints to include additional
respondents.4 Further, the FRCP
permits amendments to make
complaints conform to the evidence
presented. The Association is
modifying Rule 9212 to permit such
amendments. Also, the FRCP
states that amendments to
complaints will be freely granted
when justice so requires. The
Association is amending Rule 9212
to state that amendments to
complaints will be freely granted
when justice so requires.
Association staff will need to obtain
Hearing Officer approval to amend
complaints after answers have
been filed.
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Effective Dates Of Sanctions
CRD currently sets the effective
dates of the imposition of sanctions
imposed under the Code by
notifying respondents in writing
when fines are due and of the
effective date of suspensions. The
Association is amending Rules
9216, 9268, 9269, and 9360 to
clarify that the effective dates of
sanctions are the dates set by the
Association staff unless stated
otherwise in orders, decisions, or
settlement agreements. As a result
of these changes, the Association
believes that IM-8310-2 is no longer
needed, and accordingly, it is being
deleted. This change will not effect
the NASD’s policy of automatically
staying the imposition of the fines,
disgorgement, and suspensions,
pending appeal.
Summary Dispositions
Rule 9264(a) authorizes either the
Association or respondents to file
motions to summarily dispose of
“any or all the causes of action in
the complaint.” This rule, however,
does not permit parties to move to
eliminate issues that do not involve
entire “causes of actions.” The
Association is modifying Rule
9264(a) to track the language in the
FRCP, which permits courts to
dismiss issues.
Further, the Association is
modifying Rule 9264 to authorize
Hearing Officers to deny, grant, or
defer motions to dismiss without
referring the matter to the full panel.
The authority to grant such motions
would be limited to jurisdictional
issues, such as whether the
complaint was filed within the twoyear jurisdictional period. The
Association believes that Hearing
Officers should be permitted to
dismiss such motions which
generally are technical legal
questions.
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Default Decisions
Rule 9269 provides that motions to
set aside default decisions should
be made to the Review
Subcommittee or the NAC. The
Hearing Officers who issue the
default decisions, however, are
particularly familiar with the
matters. The Association is
modifying the rule to state that
motions to set aside default
decisions should be made to the
Hearing Officers that originally
decided the defaults. If the Hearing
Officer that issued the original order
is not available, the Chief Hearing
Officer shall appoint another
Hearing Officer to decide the
motion. Appeals from such denials
could be made to the NAC or the
Review Subcommittee.
Remand Cases
Rule 9349 authorizes the NAC to
remand disciplinary cases back to
hearing panels. The Association is
amending Rules 9344 and 9349 to
clarify that the Review
Subcommittee may also remand
disciplinary cases back to hearing
panels.
Briefing Additional Issues On
Appeal
Currently, under Rule 9311 and
Rule 9312, the General Counsel of
NASD Regulation is required to
obtain Review Subcommittee or
NAC authorization to order parties
to brief particular matters. The
Association is modifying Rule 9311
and Rule 9312 to permit the
General Counsel to order additional
briefing without seeking the Review
Subcommittee or the NAC
authorization. Under this modified
approach, parties may challenge,
before the Review Subcommittee or
the NAC, orders for additional
briefing made by the General
Counsel. Under the rule change,
the hearing panels, once
constituted by the NAC, will

continue to have the authority to
order additional briefing.
Briefing Schedules
Rule 9347(b) establishes briefing
schedules for papers filed in NAC
proceedings. The Association is
amending this rule to clarify that the
time periods listed in the rule are
only applicable to the principal
briefing schedule and not
applicable to the briefing of
subsequent collateral issues.
Procedures For Regulation Of
Activities Of A Member Experiencing Financial Or Operational
Difficulties
Under the Rule 9410 Series, the
Department of Member Regulation
(Member Regulation) issues
notices and holds initial hearings to
determine whether members must
limit their business activities as a
result of financial and/or operational
difficulties. Members can appeal
Member Regulation’s decisions to
the NAC, and the NAC or the
Review Subcommittee will appoint
a subcommittee to participate in the
review. The Association is
amending the rule series to provide
that firms may appeal limitations in
notices issued by Member
Regulation to hearing panels that
will consist of a Hearing Officer and
two other panelists. Under the
change, Member Regulation would
not hold hearings, and the NAC
would not participate in matters
handled under this rule series.
Currently, an NASD Governor may
initiate the review of a decision
issued by the NAC, under the Rule
9410 Series, not later than the next
meeting of the NASD Board that is
at least 15 days after the date on
which the NASD Board receives the
proposed written decision of the
NAC. The Association is replacing
this procedure with a mechanism
by which the Executive Committee
of the NASD Board may initiate the
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review of the hearing panel
decision not later than the next
meeting of the Executive
Committee that is at least 15 days
after the date on which the
Executive Committee receives the
proposed written decision of the
hearing panel. Currently, a decision
issued by Member Regulation is
stayed unless otherwise ordered by
the NAC decision. The Association
is modifying this provision to
provide that Member Regulation’s
recommendation is stayed unless
ordered otherwise by the Executive
Committee.
Other Proceedings
Two categories of expedited
proceedings available under the
Rule 9510 Series are referred to as
“summary proceedings” and “nonsummary proceedings.” The key
differences between summary and
non-summary proceedings are that:
(1) in a summary proceeding, the
Association can impose sanctions
against a member or associated
person before a hearing is held and
a final Association decision is
served, whereas in a non-summary
proceeding, generally a hearing
must be held and a final decision
served before any sanction may be
imposed; (2) a summary
proceeding requires prior
authorization by the NASD Board of
Governors, whereas a nonsummary proceeding may be
initiated by staff without Board
involvement; and (3) while the
various forms of summary
proceedings are enumerated in
Section 15A(h)(3) of the Securities
and Exchange Act of 1934, the
other forms of expedited
proceedings, including nonsummary, are not.
The Association is making several
amendments to the rules that
govern the Code’s summary and
non-summary proceedings. Under
the current rules, it is unclear as to
August 2000

378

NASD Notice to Members 00-56
whether Hearing Officers have all of
the powers in summary and nonsummary proceedings (the Rule
9500 Series) that they have in
regular disciplinary proceedings
(the Rule 9200 Series). The
Association is adding a provision to
the Rule 9500 Series stating that:
“A Hearing Officer . . . shall have
authority to do all things necessary
and appropriate to discharge his or
her duties as set forth under Rule
9235.”
Rule 9514(a)(1) requires that
requests for hearings be filed within
seven days of receipt of suspension
letters (or, with respect to notice of
a pre-use filing requirement under
Rule 2210(c)(4) and Rule
2220(c)(2), within 30 days of such
notice). The Association is
amending Rule 9514(a)(2) to clarify
that if the member or person
subject to the notice does not timely
request a hearing under Rule
9514(a)(1), the notice shall
constitute final Association action.
Rule 9514(d)(2) states that nonsummary proceedings held under
the Rule 9500 Series need to be
held within 21 days after the
respondent requests a hearing.
Hearing panels may, during the
initial 21-day periods, extend the
time in which the hearings shall be
held by additional 21-day periods.
The Association believes that these
periods are too short, and is
amending the rule to extend the
initial period to 40 days, with an
additional 30 days of further
extension. Since the suspension is
not in effect during this time, this
additional time will not prejudice
respondents, and it will provide the
staff and respondents with ample
time to prepare for hearings.
Rule 9516 gives firms/persons
suspended or limited under the
Rule 9510 Series the opportunity to

become reinstated on the grounds
of full compliance with the
conditions of the suspension or
limitation. The request needs to be
filed with the department or office of
the Association that acted as the
party in the proceeding. If the
department head denies
reinstatement, the rule allows a
party to file a request for relief with
the NASD Board, and the NASD
Board must respond in writing
within 14 days. The Association
believes that the matters appealed,
however, do not require NASD
Board review. The Association is
changing the rule so that the
appeals under Rule 9516 will be
addressed by the Review
Subcommittee of the NAC, rather
than the NASD Board.
Eligibility Proceedings
The Association is making several
changes to the Rule 9520 Series
that governs the process by which
persons may become or remain
associated with a member
notwithstanding the existence of a
statutory disqualification or for a
current member or person
associated with a member to obtain
relief from the eligibility or
qualification requirements. First, the
Rule 9520 Series does not state
whether extensions of time or
waivers of time limitations for filing
of papers or holding of hearings
may be granted. The Association is
creating Rule 9524(a)(5) that
permits such actions by consent of
all the parties. Further, the eligibility
rules do not state whether the
disqualification hearing panel or the
NAC may order that the record be
supplemented. The Association is
creating Rule 9524(a)(3)(c) to
permit the hearing panel to order
the parties to supplement the
record with any additional evidence
the hearing panel deems
necessary.
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Rule 9524(b)(3) states that NASD
Regulation’s statutory
disqualification recommendations
become effective upon service on
applicants. However, only the
denials are effective upon service
on applicants (subject to the
applicant requesting a stay of
effectiveness from the SEC).
Approval decisions are not effective
until the Commission has either
sent an acknowledgment letter to
NASD Regulation (usually within 30
days, and the Commission can
request a further 60-day extension
of that period), or the Commission
has entered an order in cases that
have involved a previously entered
Commission bar (there is no time
limitation for the entry of such an
order). The Association is
amending this rule to reflect these
points.
If a member files an application for
relief under the eligibility rules, the
NAC or the Review Subcommittee
appoints a hearing panel composed
of two or more members who are
current or former members of the
NAC or former Directors of NASD
Regulation or Governors of the
NASD. The Association is
amending Rule 9524(a)(1) to state
that current and former members of
the Statutory Disqualification
Committee may also serve on
hearing panels.
Rule 9524(a)(3) states that if the
Association staff initiated the
proceedings, the Association will
give to the applicant all documents
that were relied on by the
Association in issuing its notice.
However, most applications are
started by member firms, not the
Association. The Association is
amending this rule to reflect this
fact.
The Association is also amending
Rule 9524(a)(3) to provide that
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once an application is filed, CRD
will gather all of the information
necessary to process the
application, including:
(1) CRD records for the
disqualified member,
sponsoring member, and/or
disqualified person, and the
proposed supervisor; and
(2) all of the information submitted
by the disqualified member or
sponsoring member in support
of the application.
The revised Rule 9524(a)(3) will
further provide that CRD will
prepare an index of these
documents, and simultaneously
provide this index and copies of the
documents to the disqualified
member or sponsoring member, the
NASD Regulation Office of General
Counsel (Office of General
Counsel), and Member Regulation.
The rule also will require the
Department of Member Regulation
to submit its recommendation and
supporting documents to the
hearing panel and the disqualified
member or sponsoring member
within 10 business days of the
hearing, unless the parties agree
otherwise. Similarly, the disqualified
member or sponsoring member will
be required to submit its documents
to the Office of General Counsel
and Member Regulation within 10
business days of the hearing,
unless agreed otherwise.
The amendments to the Rule 9520
Series also concern the review
procedures undertaken by
Association staff in the case of
certain disqualifying events. In
particular, the Association is
amending Rule 9522(e) to permit
members to submit a written
request for relief (rather than an
MC-400 application) in cases where

the disqualified member or person
is subject to an injunction that was
entered 10 or more years prior to
the proposed admission or
association. Under Exchange Act
Rule 19h-1, the NASD is not
required to provide any notice to
the SEC of the proposed admission
or association in these types of
cases. The Association also made
changes to enable members to file
a written request for relief in cases
where a member requests to
change the supervisor of a
disqualified person or where, for
instance, the New York Stock
Exchange has determined to
approve the proposed association
of a disqualified person and the
NASD concurs with the
determination. Member Regulation
also will be granted discretion to
approve the written request for
relief in these cases, if it deemed
such action to be consistent with
the public interest and the
protection of investors.
The Association also is amending
the Rule 9520 Series to permit
Member Regulation to approve an
MC-400 application for relief in
those cases where the disqualifying
event is excepted from the “full”
notice requirements of Rule 19h-1,
but where a “short form” notification
to the Commission under Rule 19h1 is still required.5 In these cases,
the member would be required to
file an MC-400, but Member
Regulation would have the
discretion to approve the
application when consistent with
the public interest and the
protection of investors.
In addition, the Association is
amending the Rule 9520 Series to
create a more efficient mechanism
to permit the membership or
continued membership of a
disqualified member or sponsoring
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member, or the association or
continuing association of a
disqualified person, pursuant to an
agreed-upon supervisory plan. The
new procedures set forth in Rule
9523 are modeled on current Rule
9216 concerning Acceptance,
Waiver, and Consent procedures,
and are intended to avoid the
requirement of a formal hearing and
decision by the Statutory
Disqualification Committee (and its
hearing panels) in cases that
generally involve only the issue of
what type of supervisory plan is
appropriate for the disqualified
member or person. Under the
revised Rule 9523, the member will
still be required to file an MC-400
application with the NASD and
Member Regulation will have the
authority to recommend the
approval or denial of the
application. The new procedure,
however, will permit the member to
execute a letter consenting to the
imposition of an agreed-upon
supervisory plan. This letter and the
agreed-upon supervisory plan will
then be submitted to the Office of
General Counsel for submission to
the Chairman of the Statutory
Disqualification Committee, acting
on behalf of the NAC. The
Chairman of the Statutory
Disqualification Committee may
accept or reject the
recommendation of Member
Regulation and the supervisory
plan or refer them to the NAC for
acceptance or rejection by the
NAC. If the recommendation and
supervisory plan is accepted by the
NAC or the Chairman of the
Statutory Disqualification
Committee, it shall be deemed final.
If the recommendation and
supervisory plan are rejected either
by the Chairman or the NAC, NASD
Regulation may take any other
appropriate action with respect to
the disqualified member.
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Failure To Respond
As noted above (under the heading
“Investigations”), proceedings
initiated under the Rule 8220 Series
are designed to address the most
serious ongoing violations
concerning associated persons and
members that are failing to provide
the Association with information.
The Association is creating a new
rule series (Rule 9540 Series)
which could be used against those
who fail to provide the Association
with information or required filings,
or to keep membership applications
or supporting documents current.
Under the Rule 9540 Series, the
Association would send notices
informing respondents that failure
to provide the Association with
previously requested information or
required filings or the failure to keep
its membership application or
supporting documents current will
result in suspensions, unless the
information is provided to the
Association within 20 days.
Respondents would have five days
to request hearings to challenge
proposed suspensions.
Respondents who do not timely
request hearings or timely provide
requested information will be
suspended. If a hearing is timely
requested (within the five-day
period) or otherwise requested
within six months of the service of
the notice, a respondent will

received a hearing conducted
before a three-member hearing
panel. The hearing panel would
have the authority to order any
fitting sanctions, including expulsion
or bar. Respondents who fail to
request hearings to challenge
suspensions during the six-month
period following the receipt of
notices initiating proceedings under
this rule series will be automatically
barred or expelled.
Proceeding For Failure To Meet
Eligibility And Qualification
Standards
Further, the Association is including
in the Rule 9540 Series a process
by which Member Regulation could
quickly cancel the memberships of
firms that fail to meet the
Association’s eligibility and
qualification standards. For
instance, this new process could be
used to cancel the membership of a
firm that is not conducting a
securities business (a By-Law
eligibility/qualification requirement).
Pursuant to Rule 9540, the
Association would send letters to
members informing them that their
memberships will be canceled
within 20 days of receipt of the
letters, unless the firm becomes
eligible for continuance in
membership within this time period.
The members will be provided
opportunities to request hearings
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within five days of service of the
notices to challenge the proposed
cancellations. The hearings would
be held before Hearing Officers.

Endnotes
1File No. SR-NASD-99-76 (December 28,

1999), as amended by letter dated April 17,
2000.
2Release No. 42751 (May 3, 2000), 65 Fed.

Reg. 30163 (May 10, 2000).
3Release No. 43102 (August 1, 2000), 65

Fed. Reg. 48266 (August 7, 2000).
4The Department of Market Regulation or

the Department of Enforcement will seek
authorization from the Office of Disciplinary
Affairs before amending a complaint to
include an additional respondent.
5“Short form notification” is required in the

following situations: 1) the disqualified
person has already been approved for
association with a firm by a self-regulatory
organization other than the Association;
2) the disqualified person has already been
approved by the Association and the SEC
for employment with a different member firm;
and 3) the disqualification previously was a
basis for the institution of an administrative
proceeding pursuant to a provision of the
federal securities laws, and was already
considered by the Commission.
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ATTACHMENT A
Text Of Amendments
(Note: New text is underlined; deletions are
bracketed.)

***

1000. MEMBERSHIP,
REGISTRATION AND
QUALIFICATION
REQUIREMENTS
1010. Membership
Proceedings
1015. Review by National
Adjudicatory Council
(a) – (c) No Change
(d) Appointment of Subcommittee
The National Adjudicatory Council
or the Review Subcommittee
defined in Rule 9120 shall appoint a
Subcommittee to participate in the
review. The Subcommittee shall be
composed of [at least two
members. One member shall be a
current member of the National
Adjudicatory Council. The
remaining member or members
shall be current or past Directors or
past Governors.] two or more
persons who shall be current or
past members of the National
Adjudicatory Council or former
Directors or Governors.

3100. BOOKS AND RECORDS,
AND FINANCIAL CONDITION
3121. Custodian of the Record
A member who files a Securities
and Exchange Commission Form
BDW shall designate on the Form
BDW, as the custodian of the
record, a person associated with
the member at the time that the
Form BDW is filed.

8000. INVESTIGATIONS AND
SANCTIONS
8200. INVESTIGATIONS
8220. Suspension [or
Cancellation] for Obstructing
Investigations [Failure to
Provide Requested
Information]
8221. Notice
(a) Notice to Member
If a member fails to provide any
information, report, material, data,
or testimony requested pursuant to
the NASD By-Laws or the Rules of
the Association[, or fails to keep its
membership application or
supporting documents current], the
Department of Enforcement or the
Department of Market Regulation
may provide written notice to such
member specifying the nature of
the failure and stating that the
failure to take such action within 20
days after service of the notice
constitutes grounds for suspension
[or cancellation] of membership.
(b) Notice to Person Associated
with Member
If a person associated with a
member fails to provide any
information, report, material, data,
or testimony requested pursuant to
the NASD By-Laws or the Rules of
the Association, the Department of
Enforcement or the Department of
Market Regulation may provide
written notice to such person
specifying the nature of the failure
and stating that the failure to take
such action within 20 days after
service of the notice constitutes
grounds for suspending the
association of the person with the
member.
(c) Service of Notice
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The Department of Enforcement or
the Department of Market
Regulation shall serve the member
or person associated with a
member with such notice via
personal service or overnight
[commercial] courier or by facsimile
at the location described in Rule
9134(b). Service by overnight
courier shall be accomplished by
sending the papers through an
overnight courier service that
generates a written confirmation of
receipt or of attempts at delivery.

8222. Hearing
(a) Request for Hearing
Within five days after the date of
service of a notice issued under
Rule 8221, a member or person
associated with a member served
with a notice under Rule 8221(c)
may file with the NASD Regulation
Office of General Counsel a written
request for an expedited hearing
before a subcommittee of the
National Adjudicatory Council. The
request shall state with specificity
why the member or associated
person believes that there are
insufficient grounds for suspension
or [cancellation or] any other
reason for setting aside the notice
issued under Rule 8221.
(b) Hearing Procedures
(1) Appointment of
Subcommittee
If a hearing is requested, the
National Adjudicatory Council or
the Review Subcommittee
described in Rule 9120 shall
appoint a subcommittee to
conduct the hearing and decide
whether the member or person
associated with a member should
be suspended [or canceled]. The
subcommittee shall be composed
of a current member of the
National Adjudicatory Council
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and one or more current or
former members of the National
Adjudicatory Council[,] or former
Governor or Director. [NASD
Regulation Board, or NASD
Board.]
(2) Time of Hearing
The hearing shall be held within
30 days after the date of service
of the notice issued under Rule
8221. Not later than seven days
before the hearing, the
subcommittee shall serve the
member or person associated
with a member with written notice
of the date and time of the
hearing via overnight
[commercial] courier or facsimile
and notify the Department of
Enforcement or the Department
of Market Regulation of the date
and time of the hearing.
(3) Transmission of Documents
Not later than seven days before
the hearing, the Department of
Enforcement or the Department
of Market Regulation shall serve
the member or person
associated with a member via
overnight [commercial] courier
with all documents that were
considered in connection with the
decision to issue a notice under
Rule 8221, unless a document
meets the criteria of Rule
9251(b)(1)(A), (B), or (C). A
document that meets such
criteria shall not constitute part of
the record, but shall be retained
by the Association until the date
upon which the Association
serves a final decision or, if
applicable, upon the conclusion
of any review by the Commission
or the federal courts. The
Department of Enforcement or
the Department of Market
Regulation shall provide a copy
of the documents transmitted to
the member or person

associated with a member to the
subcommittee.

(2) Issuance of Decision After
Expiration of Call for Review
Period

(4) Counsel
The member or person
associated with a member and
the Department of Enforcement
or the Department of Market
Regulation may be represented
by counsel at a hearing
conducted under this Rule.
(5) Evidence
Formal rules of evidence shall
not apply to a hearing under this
Rule. Not later than four days
before the hearing, the member
or person associated with a
member and the Department of
Enforcement or the Department
of Market Regulation shall
exchange copies of proposed
hearing exhibits and witness lists
and provide copies of the same
to the subcommittee.
(6) Witnesses – No Change
(7) Additional Information
At any time during its
consideration, the subcommittee
may direct the member or person
associated with a member or the
Department of Enforcement or
the Department of Market
Regulation to submit additional
information. Any additional
information submitted shall be
provided promptly to all parties at
least one business day before
the subcommittee renders its
decision.
(8) – (10) No Change

8223. Decision
(a) Subcommittee
(1) Proposed Written Decision –
No Change
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If no Governor calls the
proceeding for review within the
time prescribed in paragraph
(b)(1), the subcommittee’s
proposed written decision shall
become final, and the
subcommittee shall serve the
final written decision on the
member or associated person via
overnight [commercial] courier or
facsimile.
(b) NASD Board of Governors
(1) Call For Review by Governor
– No Change
(2) Review and Decision
If a Governor calls the
suspension [or cancellation]
proceeding for review within the
time prescribed in subparagraph
(1), a review panel shall meet
and conduct a review not later
than 14 days after the call for
review. The review panel shall be
composed of the NASD Board
Executive Committee, except
that the Governor who calls the
proceeding for review shall serve
on the review panel in lieu of a
member of the Executive
Committee who has the same
classification (Industry, NonIndustry, or Public) as such
Governor. The review panel may
affirm, modify, or reverse the
decision of the subcommittee.
Not later than seven days after
the review panel meeting, the
review panel shall serve a final
written decision on the member
or person associated with a
member via overnight
[commercial] courier or facsimile.
The decision shall state the
disposition of the suspension [or
cancellation] proceeding, and if a
suspension is imposed, state the
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grounds for the suspension and
the conditions for terminating the
suspension.

8225. Termination of
Suspension
(a) Filing of Request
A suspended member or person
associated with a member may file
a written request for termination of
the suspension on the ground of full
compliance with the notice issued
under Rule 8221 or, if applicable,
the conditions of a decision under
Rule 8223, with the head of the
department or office of the
Association that filed the notices
under Rule 8221 [Department of
Enforcement].
(b) Response by Association Staff
[Department of Enforcement]
The head of the department of the
Association that filed the notice
under Rule 8221 [Department of
Enforcement] shall respond to the
request in writing within five days
after receipt of the request.
(1) Request Granted
If the head of the department or
office [Department of
Enforcement] grants the request,
he or she shall serve the member
or person associated with a
member with written notice of the
termination of the suspension via
overnight [commercial] courier or
facsimile.
(2) Request Denied
If the head of the department or
office denies the request, the
suspended member or person
associated with a member may
file a written request for relief
with the NASD Regulation Office
of General Counsel. If the
member or person associated

with a member files the written
request for relief within 30 days
after service of the decision
under Rule 8223, the review
panel constituted under Rule
8223 shall respond to the request
for relief in writing within ten days
after receipt of the request. If the
member or person associated
with a member files the written
request for relief more than 30
days after service of the decision
under Rule 8223, the National
Adjudicatory Council shall
respond to the request for relief
in writing within ten days after
receipt of the request. The review
panel’s or National Adjudicatory
Council’s response shall be
served on the member or person
associated with a member via
overnight [commercial] courier or
facsimile.

8300. SANCTIONS
8310. Sanctions for Violation
of the Rules
IM-8310-2. Release of
Disciplinary Information
(a) – (b) No Change
(c) (1) The Association shall
release to the public information
with respect to any disciplinary
complaint initiated by the
Department of Enforcement or
the Department of Market
Regulation of NASD Regulation,
Inc., the NASD Regulation, Inc.
Board of Directors, or the NASD
Board of Governors containing
an allegation of a violation of a
designated statute, rule or
regulation of the Commission,
NASD, or Municipal Securities
Rulemaking Board, as
determined by the NASD
Regulation, Inc. Board of
Directors (a “Designated Rule”);
and may also release such
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information with respect to any
disciplinary complaint or group of
disciplinary complaints that
involve a significant policy or
enforcement determination
where the release of information
is deemed by the President of
NASD Regulation, Inc. to be in
the public interest.
(2) No Change
(d) – (g) No Change
[(h) If a final decision of the
Association is not appealed to the
Commission, the sanctions
specified in the decision (other than
bars and expulsions) shall become
effective on a date established by
the Association but not before the
expiration of 30 days after the date
of the decision. Bars and
expulsions, however, shall become
effective upon issuance of the
decision, unless the decision
specifies otherwise.]
(h)[(i)] If a decision of the
Association imposing monetary
sanctions of $10,000 or more or a
penalty of expulsion, revocation,
suspension and/or barring of a
member from being associated with
all members is appealed to the
Commission, notice thereof shall be
given to the membership and to the
press as soon as possible after
receipt by the Association of notice
from the Commission of such
appeal and the Association’s notice
shall state whether the
effectiveness of the Board’s
decision has been stayed pending
the outcome of proceedings before
the Commission.
(i)[(j)] In the event an appeal to the
courts is filed from a decision by the
Commission in a case previously
appealed to it from a decision of the
Association, involving the
imposition of monetary sanctions of
$10,000 or more or a penalty of
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expulsion, revocation, suspension
and/or barring of a member from
being associated with all members,
notice thereof shall be given to the
membership as soon as possible
after receipt by the Association of a
formal notice of appeal. Such notice
shall include a statement whether
the order of the Commission has
been stayed.

9000. CODE OF PROCEDURE

(e) “Department of Enforcement”

(s) – (w) No Change

(j)[(k)] Any order issued by the
Commission of revocation or
suspension of a member’s
broker/dealer registration with the
Commission; or the suspension or
expulsion of a member from the
Association; or the suspension or
barring of a member or person
associated with a member from
association with all broker/dealers
or membership; or the imposition of
monetary sanctions of $10,000 or
more shall be released to the public
through a notice containing the
effective date thereof sent as soon
as possible after receipt by the
Association of the order of the
Commission.

The term “Department of
Enforcement” means the
Department of Enforcement of
NASD Regulation [or its delegatee,
the Department of Market
Regulation].

(x) “Party”

9100. APPLICATION AND
PURPOSE
9120. Definitions
(a) – (d) No Change

(f) – (q) No Change
(r) “Interested Association Staff”
The term “Interested Association
Staff” means, in the context of:
(1) a disciplinary proceeding
under the Rule 9200 Series and
the Rule 9300 Series:

(F) an employee of the
Department of Market
Regulation who reports, directly
or indirectly, to the Head of the
Department of Market
Regulation;
(2) – (4) No Change

With respect to a particular
proceeding, the term “Party”
means:
(1) in the Rule 9200 Series and
the Rule 9300 Series, the
Department of Enforcement or
the Department of Market
Regulation or a Respondent;
(2) – (4) No Change
(y) – (bb) No Change

9130. Service; Filing of Papers
(A) the Head of Enforcement;

(k)[(l)] Cancellations of membership
or registration pursuant to the
Association’s By-Laws, Rules and
Interpretative Material shall be
released to the public as soon after
the effective date of the
cancellation as possible.
(l)[(m)] Releases to the public
referred to in paragraphs (c) and (d)
above shall identify the Rules and
By-Laws of the Association or the
SEC Rules violated, and shall
describe the conduct constituting
such violation. Releases may also
identify the member with which an
individual was associated at the
time the violations occurred if such
identification is determined by the
Association to be in the public
interest.

(B) an employee of the
Department of Enforcement
who reports, directly or
indirectly, to the Head of
Enforcement;
(C) an Association employee
who directly participated in the
authorization of the complaint;
[or]
(D) an Association employee
who directly participated in an
examination, investigation,
prosecution, or litigation related
to a specific disciplinary
proceeding, and a district
director or department head to
whom such employee reports;
(E) the Head of the Department
of Market Regulation; or

9131. Service of Complaint
and Document Initiating a
Proceeding
(a) Service on Each Party
A complaint shall be served on
each Party by the Department of
Enforcement or the Department of
Market Regulation. A document
initiating a proceeding shall be
served on each Party by the Party
or person initiating such proceeding
or his or her counsel or
representative.
(b) – (c) No Change

9134. Methods of, Procedures
for Service
(a) Methods
(1) – (2) No Change
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(3) Service by [Commercial]
Courier
Service by [commercial] courier
may be accomplished by sending
the papers through a
[commercial] courier service that
generates a written confirmation
of receipt or of attempts at
delivery.
(b) Procedures
(1) Service on Natural Persons
Papers served on a natural
person may be served at the
natural person’s residential
address, as reflected in the
Central Registration Depository,
if applicable. When a Party or
other person responsible for
serving such person has actual
knowledge that the natural
person’s Central Registration
Depository address is out of
date, duplicate copies shall be
served on the natural person at
the natural person’s last known
residential address and the
business address in the Central
Registration Depository of the
entity with which the natural
person is employed or affiliated.
Papers may also be served at
the business address of the
entity with which the natural
person is employed or affiliated,
as reflected in the Central
Registration Depository, or at a
business address, such as a
branch office, at which the
natural person is employed, or at
which the natural person is
physically present during a
normal business day. The
Hearing Officer may waive the
requirement of serving
documents (other than
complaints) at the addresses
listed in the Central Registration
Depository if there is evidence
that these addresses are no
longer valid, and there is a more

current address available. If a
natural person is represented by
counsel or a representative,
papers served on the natural
person, excluding a complaint or
a document initiating a
proceeding, shall be served on
the counsel or representative.
(2) No Change
(3) When Service Is Complete
Personal service and service by
[commercial] courier or express
delivery are complete upon
delivery. Service by mail is
complete upon mailing.

9135. Filing of Papers with
Adjudicator: Procedure

Rule, or if not specified in the Rule,
with the Adjudicator, unless the
Adjudicator orders otherwise.
(c) Certificate of Service
Papers filed with an Adjudicator or
the Office of Hearing Officers shall
be accompanied by a certificate of
service stating the name of the
person or persons served, the date
on which service is made, the
method of service and, if service is
not made in person, the address to
which service is made. Such
certificate shall be executed by the
person who made the service. If the
method of service on a Party is
different from the method of service
on any other Party, the certificate
shall state why such different
method was used.

(a) When to File
Papers that are required to be filed
with an Adjudicator within a time
limit specified by the Adjudicator or
within a time limit set forth in the
Rules shall be deemed timely if
received within the time limit,
unless otherwise ordered by an
Adjudicator, except complaints,
which shall be deemed timely filed
upon mailing or delivery to the
Office of Hearing Officers. Other
papers that are required to be filed
shall be deemed timely if, on the
same day such papers are served,
they are also hand-delivered,
mailed via U.S. Postal service first
class mail, or sent by courier to the
Association.
(b) Where to File
All papers required to be filed
pursuant to the Rule 9200 Series
and any notice of appeal or review
required to be filed pursuant to the
Rule 9300 Series shall be filed with
the Office of Hearing Officers. All
other papers required to be filed
pursuant to the Rule 9000 Series
shall be filed where specified in the
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9140. Proceedings
9146. Motions
(a) – (j) No Change
(k) Motion For Protective Order
(1) A Party, a person who is the
owner, subject, or creator of a
Document subject to production
under Rule 8210 or any other
Rule which may be introduced as
evidence in a disciplinary
proceeding, or a witness who
testifies at a hearing in a
disciplinary proceeding may file a
motion requesting a protective
order to limit disclosure or
prohibit from disclosure to other
Parties, witnesses or other
persons, except the Department
of Enforcement and the
Department of Market Regulation
and other Association staff,
Documents or testimony that
contain confidential information.
The motion shall include a
general summary or extract of
the Documents or testimony
without revealing confidential
August 2000
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details. If the movant seeks a
protective order against
disclosure to other Parties,
copies of the Documents shall
not be served on the other
Parties. Unless the Documents
are unavailable, the movant shall
file for in camera inspection a
sealed copy of the Documents
for which the order is sought. If
the movant is not a Party, the
motion shall be served on each
Party by the movant using a
method in Rule 9134(a) and filed
with the Adjudicator. A motion for
a protective order shall be
granted only upon a finding that
disclosure of the Document or
testimony would have a
demonstrated adverse business
effect on the movant or would
involve an unreasonable breach
of the movant’s personal privacy.

Office of Disciplinary Affairs to
issue a complaint.
(2) The NASD Regulation Board
and the NASD Board each shall
have the authority to direct the
Office of Disciplinary Affairs to
authorize and the Department of
Enforcement or the Department
of Market Regulation to issue a
complaint when, on the basis of
information and belief, either of
such boards is of the opinion that
any NASD member or associated
person is violating or has violated
any rule, regulation, or statutory
provision, including the federal
securities laws and the
regulations thereunder, which the
Association has jurisdiction to
enforce.
(b) Commencement of Disciplinary
Proceeding – No Change

(2) No Change
(l) General – No Change

9200. DISCIPLINARY
PROCEEDINGS

9212. Complaint Issuance —
Requirements, Service,
Amendment, Withdrawal, and
Docketing
(a) Form, Content, Notice,
Docketing, and Service

9210. Complaint and Answer
9211. Authorization of
Complaint
(a) Complaint
(1) If the Department of
Enforcement or the Department
of Market Regulation believes
that any NASD member or
associated person is violating or
has violated any rule, regulation,
or statutory provision, including
the federal securities laws and
the regulations thereunder, which
the Association has jurisdiction to
enforce, the Department of
Enforcement or the Department
of Market Regulation may
request authorization from the

(1) If a complaint is authorized,
the Department of Enforcement
or the Department of Market
Regulation shall issue the
complaint. Each complaint shall
be in writing and signed by the
Department of Enforcement or
the Department of Market
Regulation. The complaint shall
specify in reasonable detail the
conduct alleged to constitute the
violative activity and the rule,
regulation, or statutory provision
the Respondent is alleged to be
violating or to have violated. If
the complaint consists of several
causes of action, each cause
shall be stated separately.
Complaints shall be served by
the Department of Enforcement
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or the Department of Market
Regulation on each Party
pursuant to Rules 9131 and
9134, and filed at the time of
service with the Office of Hearing
Officers pursuant to Rules 9135,
9136, and 9137.
(2) At the time of issuance of a
complaint, the Department of
Enforcement or the Department
of Market Regulation may
propose:
(A) an appropriate location for
the hearing; and
(B) if the complaint alleges at
least one cause of action
involving a violation of a statute
or a rule described in Rule
9120(s), that the Chief Hearing
Officer select a Market
Regulation Committee Panelist
for the Hearing Panel, or, if
applicable, the Extended
Hearing Panel as described in
Rule 9231.
(b) Amendments to Complaint
The Department of Enforcement or
the Department of Market
Regulation may file and serve an
amended complaint [that includes
new matters of fact or law] once as
a matter of course at any time
before the Respondent answers the
complaint. Otherwise, upon motion
by the Department of Enforcement
or the Department of Market
Regulation, the Hearing Officer may
permit the Department of
Enforcement or the Department of
Market Regulation to amend the
complaint, including amendments
so as to make the complaint
conform to the evidence presented
[to include new matters of fact or
law], after considering whether the
Department of Enforcement or the
Department of Market Regulation
has shown good cause for the
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amendment and whether any
Respondent will suffer any unfair
prejudice if the amendment is
allowed. Amendments to
complaints will be freely granted
when justice so requires.
(c) Withdrawal of Complaint
With prior leave of the Hearing
Officer, the Department of
Enforcement or the Department of
Market Regulation may withdraw a
complaint. If the Department of
Enforcement or the Department of
Market Regulation withdraws the
complaint before the earlier of (1)
the Hearing Panel’s or, if
applicable, the Extended Hearing
Panel’s, issuance of a ruling on a
motion for summary disposition, or
(2) the start of the hearing on the
merits, the withdrawal of the
complaint by the Department of
Enforcement or the Department of
Market Regulation shall be without
prejudice and the Department of
Enforcement or the Department of
Market Regulation shall be
permitted to refile a case based on
allegations concerning the same
facts and circumstances that are
set forth in the withdrawn
complaint. If the Department of
Enforcement or the Department of
Market Regulation requests to
withdraw such complaint after the
occurrence of either of the two
events set forth in (1) and (2) in this
paragraph, the Hearing Panel or, if
applicable, the Extended Hearing
Panel, after considering the facts
and circumstances of the request,
shall determine whether the
withdrawal shall be granted with
prejudice.
(d) Disciplinary Proceeding Docket
– No Change

9213. Assignment of Hearing
Officer and Appointment of
Panelists to Hearing Panel or
Extended Hearing Panel
(a) Assignment of Hearing Officer
As soon as practicable after the
Department of Enforcement or the
Department of Market Regulation
has filed a complaint with the Office
of Hearing Officers, the Chief
Hearing Officer shall assign a
Hearing Officer to preside over the
disciplinary proceeding and shall
serve the Parties with notice of the
Hearing Officer’s assignment
pursuant to Rule 9132.
(b) Appointment of Panelists – No
Change

9214. Consolidation or
Severance of Disciplinary
Proceedings
(a) Consolidation Initiated by Chief
Hearing Officer
No Change
(b) Consolidation Initiated by a
Party
No Change
(c) Impact on Hearing Panel or
Extended Hearing Panel of
Consolidation
No Change
(d) Severance Initiated by Chief
Hearing Officer
The Chief Hearing Officer may
order the severance of a
disciplinary proceeding into two or
more disciplinary proceedings,
upon his or her own motion. In
determining whether to order the
severance of such disciplinary
proceedings, the Chief Hearing
Officer shall consider:
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(1) whether the same or similar
evidence reasonably would be
expected to be offered at each of
the possible hearings;
(2) whether the severance would
conserve the time and resources
of the Parties; and
(3) whether any unfair prejudice
would be suffered by one or
more Parties if the severance is
(not) ordered.
If the Chief Hearing Officer
proposes to sever a disciplinary
proceeding, the Chief Hearing
Officer shall serve upon the
Parties notice of the proposed
severance of disciplinary
proceedings pursuant to Rule
9132. The Parties shall have 14
days after service to file a
response, stating any arguments
in favor of or opposition to
severance.
(e) Severance Initiated by a Party
A Party may file a motion to sever a
disciplinary proceeding if one or
more of the factors favoring
severance set forth in paragraph (d)
appear to be present. If a Party
moves to sever a disciplinary
proceeding, the Party shall file such
motion with the Office of Hearing
Officers, and, pursuant to Rule
9133, shall serve the same upon
each of the parties to the action
proposed to be severed. The
Parties shall have 14 days after
service to file a response, stating
any arguments in favor of or
opposition to severance, and shall
serve the response upon the
Parties in the case proposed to be
severed. The Chief Hearing Officer
shall issue an order approving or
denying the request for severance.
(f) Impact on Hearing Panel or
Extended Hearing Panel of
Severance
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If the Chief Hearing Officer issues
an order to sever a disciplinary
proceeding for which a Hearing
Panel or, if applicable, Extended
Hearing Panel, has been
appointed, the Chief Hearing
Officer’s order shall specify whether
the same Hearing Panel or, if
applicable, Extended Hearing
Panel, shall preside over the
severed disciplinary proceedings,
or shall appoint a new Hearing
Panel(s) or, if applicable, Extended
Hearing Panel(s), to preside over
any or all of the severed
proceedings, based on the criteria
set forth in Rules 9231 and 9232.

9215. Answer to Complaint
(a) – (e) No Change
(f) Failure to Answer, Default
If a Respondent does not file an
answer or make any other filing or
request related to the complaint
with the Office of Hearing Officers
within the time required, the
Department of Enforcement or the
Department of Market Regulation
shall send a second notice to such
Respondent requiring an answer
within 14 days after service of the
second notice. The second notice
shall state that failure of the
Respondent to reply within the
period specified shall allow the
Hearing Officer, in the exercise of
his or her discretion, pursuant to
Rule 9269 to: (1) treat as admitted
by the Respondent the allegations
in the complaint; and (2) issue a
default decision against the
Respondent. If the Respondent fails
to file an answer with the Office of
Hearing Officers within the time
required, the Hearing Officer may
issue a default decision against the
Respondent pursuant to Rule 9269.

9216. Acceptance, Waiver, and
Consent; Plan Pursuant to
SEC Rule 19d-1(c)(2)
(a) Acceptance, Waiver, and
Consent Procedures
(1) Notwithstanding Rule 9211, if
the Department of Enforcement
or the Department of Market
Regulation has reason to believe
a violation has occurred and the
member or associated person
does not dispute the violation,
the Department of Enforcement
or the Department of Market
Regulation may prepare and
request that the member or
associated person execute a
letter accepting a finding of
violation, consenting to the
imposition of sanctions, and
agreeing to waive such
member’s or associated person’s
right to a hearing before a
Hearing Panel or, if applicable,
an Extended Hearing Panel, and
any right of appeal to the
National Adjudicatory Council,
the Commission, and the courts,
or to otherwise challenge the
validity of the letter, if the letter is
accepted. The letter shall
describe the act or practice
engaged in or omitted, the rule,
regulation, or statutory provision
violated, and the sanction or
sanctions to be imposed. Unless
the letter states otherwise, the
effective date of any sanction(s)
imposed will be a date to be
determined by the Association
staff.
(2) – (4) No Change
(b) Procedure for Violation Under
Plan Pursuant to SEC Rule 19d1(c)(2)

Adjudicatory Council may,
subject to the requirements set
forth in subparagraphs (b)(2)
through (b)(4) and in SEC Rule
19d-1(c)(2), impose a fine (not to
exceed $2,500) and/or a censure
on any member or associated
person with respect to any rule
listed in IM-9216. If the
Department of Enforcement or
the Department of Market
Regulation has reason to believe
a violation has occurred and if
the member or associated
person does not dispute the
violation, the Department of
Enforcement or the Department
of Market Regulation may
prepare and request that the
member or associated person
execute a minor rule violation
plan letter accepting a finding of
violation, consenting to the
imposition of sanctions, and
agreeing to waive such
member’s or associated person’s
right to a hearing before a
Hearing Panel or, if applicable,
an Extended Hearing Panel, and
any right of appeal to the
National Adjudicatory Council,
the Commission, and the courts,
or to otherwise challenge the
validity of the letter, if the letter is
accepted. The letter shall
describe the act or practice
engaged in or omitted, the rule,
regulation, or statutory provision
violated, and the sanction or
sanctions to be imposed. Unless
the letter states otherwise, the
effective date of any sanction(s)
imposed will be a date to be
determined by the Association
staff.
(2) – (4) No Change
***

(1) Notwithstanding Rule 9211,
NASD Regulation or the National
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9250. Discovery
9251. Inspection and Copying
of Documents in Possession
of Staff
(a) Documents to be Available for
Inspection and Copying
(1) Unless otherwise provided by
this Rule, or by order of the
Hearing Officer, the Department
of Enforcement or the
Department of Market Regulation
shall make available for
inspection and copying by any
Respondent, Documents
prepared or obtained by
Interested Association Staff in
connection with the investigation
that led to the institution of
proceedings. Such Documents
include but are not limited to:
(A) – (E) No Change
(2) The Department of
Enforcement or the Department
of Market Regulation shall
promptly inform the Hearing
Officer and each other Party if,
after the issuance of a complaint,
requests for information under
Rule 8210 are issued under the
same investigative file number
under which the investigation
leading to the institution of
disciplinary proceedings was
conducted. If Interested
Association Staff receives
Documents pursuant to a request
for information under Rule 8210
after Documents have been
made available to a Respondent
for inspection and copying as set
forth in paragraph (a), and if such
Documents are material and
relevant to the disciplinary
proceeding in which such
Respondent is a Party, the
additional Documents shall be
made available to the
Respondent not later than 14
days after the Interested
Association Staff receives such

Documents. If a hearing on the
merits is scheduled to begin,
Interested Association Staff shall
make the additional Documents
available to the Respondent not
less than ten days before the
hearing. If Interested Association
Staff receives such Documents
ten or fewer days before a
hearing on the merits is
scheduled to begin or after such
hearing begins, Interested
Association Staff shall make the
additional Documents available
immediately to the Respondent.

withheld. Upon review, the Hearing
Officer may order the Department
of Enforcement or the Department
of Market Regulation to make the
list or any Document withheld
available to the other Parties for
inspection and copying. A motion to
require the Department of
Enforcement or the Department of
Market Regulation to produce a list
of Documents withheld pursuant to
paragraph (b) shall be based upon
some reason to believe that a
Document is being withheld in
violation of the Code.

(3) Nothing in subparagraph
(a)(1) shall limit the discretion of
the Department of Enforcement
or the Department of Market
Regulation to make available any
other Document or the authority
of the Hearing Officer to order
the production of any other
Document.

(d) Timing of Inspection and
Copying

(b) Documents That May Be
Withheld
(1) The Department of
Enforcement or the Department
of Market Regulation may
withhold a Document if:
(A) – (D) No Change
(2) Nothing in subparagraph
(b)(1) authorizes the Department
of Enforcement or the
Department of Market Regulation
to withhold a Document, or a part
thereof, that contains material
exculpatory evidence.

The Hearing Officer shall determine
the schedule of production of
documents pursuant to this Rule.
Unless otherwise ordered by the
Hearing Officer, the Department of
Enforcement or the Department of
Market Regulation shall commence
making Documents available to a
Respondent for inspection and
copying pursuant to this Rule not
later than 21 days after service of
the Respondent’s answer or, if
there are multiple Respondents, not
later than 21 days after the last
timely answer is filed. If a
Respondent in a multi-Respondent
case fails to answer, the
Department of Enforcement or the
Department of Market Regulation
shall make Documents available to
all other Respondents not later than
the later of:
(1) 21 days after the filing date of
the last timely answer, or

(c) Withheld Document List
The Hearing Officer may require
the Department of Enforcement or
the Department of Market
Regulation to submit to the Hearing
Officer a list of Documents withheld
pursuant to subparagraphs
(b)(1)(A) through (D) or to submit to
the Hearing Officer any Document
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(2) the expiration of the second
period provided for filing an
answer as set forth in Rule
9215(f).
(e) – (f) No Change
(g) Failure to Make Documents
Available — Harmless Error
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In the event that a Document
required to be made available to a
Respondent pursuant to this Rule is
not made available by the
Department of Enforcement or the
Department of Market Regulation,
no rehearing or amended decision
of a proceeding already heard or
decided shall be required unless
the Respondent establishes that
the failure to make the Document
available was not harmless error.
The Hearing Officer, or, upon
appeal or review, a Subcommittee,
an Extended Proceeding
Committee, or the National
Adjudicatory Council, shall
determine whether the failure to
make the document available was
not harmless error, applying
applicable Association,
Commission, and federal judicial
precedent.

9253. Production of Witness
Statements
(a) Availability
Notwithstanding the provisions of
Rule 9251(b),
(1) A Respondent in a
disciplinary proceeding may file a
motion requesting that the
Department of Enforcement or
the Department of Market
Regulation produce for
inspection and copying any
statement of any person called or
to be called as a witness by the
Department of Enforcement or
the Department of Market
Regulation that pertains, or is
expected to pertain, to his or her
direct testimony and which is “a
stenographic, mechanical,
electrical, or other recording, or a
transcription thereof, which is a
substantially verbatim recital of
an oral statement made by said
witness and recorded
contemporaneously with the
making of such oral statement,”

as that phrase is used in 18
U.S.C. § 3500(e)(2).
(2) A Respondent in a
disciplinary proceeding may also
file a motion requesting that the
Department of Enforcement or
the Department of Market
Regulation produce for
inspection and copying any
contemporaneously written
statement made by an Interested
Association Staff member during
a routine examination or
inspection about the substance
of oral statements made by a
non-Association person when (a)
either the Interested Association
Staff member or non-Association
person is called as a witness by
the Department of Enforcement
or the Department of Market
Regulation, and (b) that portion
of the statement for which
production is sought directly
relates to the Interested
Association Staff member’s
testimony or the testimony of the
non-Association witness.
[A Respondent in a disciplinary
proceeding may file a motion
requesting that the Department
of Enforcement produce for
inspection and copying any
statement of any person called or
to be called as a witness by the
Department of Enforcement that
pertains, or is expected to
pertain, to his or her direct
testimony and that would be
required to be produced pursuant
to the Jencks Act, 18 U.S.C. §
3500. The production shall be
made at a time and place fixed
by the Hearing Officer and shall
be made available to all Parties.
Such production shall be made
under conditions intended to
preserve the items to be
inspected or copied.]
(b) Failure to Produce — Harmless
Error
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In the event that a statement
required to be made available for
inspection and copying by a
Respondent is not provided by the
Department of Enforcement or the
Department of Market Regulation,
there shall be no rehearing of a
proceeding already heard, or
issuance of an amended decision in
a proceeding already decided,
unless the Respondent establishes
that the failure to provide the
statement was not harmless error.
The Hearing Officer, or upon
appeal or review, a Subcommittee,
an Extended Proceeding
Committee, or the National
Adjudicatory Council, shall
determine whether the failure to
provide any statement was not
harmless error, applying applicable
Association, Commission, and
federal judicial precedent.

9260. Hearing and Decision
9264. Motion for Summary
Disposition
(a) Pre-hearing
After a Respondent’s answer has
been filed and Documents have
been made available to that
Respondent for inspection and
copying pursuant to Rule 9251, the
Respondent or the Department of
Enforcement or the Department of
Market Regulation, without leave of
the Hearing Officer, may make a
motion for summary disposition of
any or all the causes of action in
the complaint with respect to that
Respondent, as well as any
defense raised in a Respondent’s
answer. All pre-hearing motions for
summary disposition and
supporting papers shall be filed at
least 21 days before the time set for
the hearing, or at such earlier time
as ordered by the Hearing Officer.
Notwithstanding the provisions of
Rule 9146(d), any opposition or
response to a pre-hearing motion
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for summary disposition shall be
filed at least seven days before the
time set for the hearing.
(b) After Commencement of
Hearing on Merits
After a hearing on the merits has
commenced, a Respondent or the
Department of Enforcement or the
Department of Market Regulation
may make a motion for summary
disposition of any or all of the
causes of action in the complaint
with respect to that Respondent or
defenses raised in that
Respondent’s answer only with
leave of the Hearing Officer.
(c) Case Not Fully Adjudicated on
Motion
If on motion under this rule a
decision is not rendered upon the
whole case or for all the relief
asked and a hearing is necessary,
the Hearing Panel or, if applicable,
the Extended Hearing Panel, at the
hearing of the motion, by examining
the pleadings and the evidence
before it and by questioning
counsel, shall, if practicable,
ascertain what material facts exist
without substantial controversy and
what material facts are actually and
in good faith controverted. It shall
thereupon make an order
specifying the facts that appear
without substantial controversy, and
directing such further proceedings
in the action as are just. Upon the
hearing of the action the facts so
specified shall be deemed
established, and the hearing shall
be conducted accordingly.
(d) Form of Papers
A motion for summary disposition
pursuant to paragraph (a) shall be
accompanied by the following: a
statement of undisputed facts; a
supporting memorandum of points
and authorities; and affidavits or

declarations that set forth such
facts as would be admissible at the
hearing and show affirmatively that
the affiant is competent to testify to
the matters stated therein. A
memorandum of points and
authorities in support or opposition
shall not exceed 35 pages.

9268. Decision of Hearing
Panel or Extended Hearing
Panel

(e) [(d)] Rulings on Motion

(1) – (5) No Change

The Hearing Officer may promptly
deny or defer decisions on any
motion for summary disposition,
however, only the Hearing Panel or,
if applicable, the Extended Hearing
Panel, may grant a motion for
summary disposition, except the
Hearing Officer may grant motions
for summary disposition with
respect to questions of jurisdiction.
[The Hearing Panel or, if applicable,
the Extended Hearing Panel, shall
promptly grant or deny the motion
for summary disposition or shall
defer decision on the motion.] The
Hearing Panel or, if applicable, the
Extended Hearing Panel, may grant
the motion for summary disposition
if there is no genuine issue with
regard to any material fact and the
Party that files the motion is entitled
to summary disposition as a matter
of law. If a Party files a motion
under paragraph (a), the facts
alleged in the pleadings of the Party
against whom the motion is made
shall be taken as true, except as
modified by stipulations or
admissions made by the nonmoving Party, by uncontested
affidavits or declarations, or by
facts officially noticed pursuant to
Rule 9145. If a Party opposing a
motion for summary disposition
made under paragraph (a) cannot
present, by affidavit prior to the
hearing, facts essential to justify the
Party’s opposition to the motion, the
Hearing Panel or, if applicable, the
Extended Hearing Panel, may deny
the motion for summary disposition
or defer the decision on the motion.

(6) a statement describing any
sanction imposed, the reasons
therefor, and the date upon which
such sanction shall become
effective. Unless otherwise
provided in the decision, the
sanction(s) shall become effective
on a date to be determined by
Association staff.
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(a) Majority Decision – No Change
(b) Contents of Decision
The decision shall include:

(c) – (e) No Change

9269. Default Decisions
(a) Issuance of Default Decisions
(1) No Change
(2) If the defaulting Party is the
Respondent, the Hearing Officer
may deem the allegations
against that Respondent
admitted. If the defaulting Party is
the Department of Enforcement
or the Department of Market
Regulation, the Hearing Officer
may issue a default decision
ordering that the complaint be
dismissed with prejudice.
(3) No Change
(b) Contents of Decision – No
Change
(c) Review of Default Decision
Party may, for good cause shown,
file a motion to set aside a default,
dismissal, and the imposition of
costs. Upon a showing of good
cause, the Hearing Officer that
entered the original order shall
August 2000
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decide the motion. [either the
Review Subcommittee or the
National Adjudicatory Council may
enter such an order.] If the Hearing
Officer that issued the original order
is not available, the Chief Hearing
Officer shall appoint another
Hearing Officer to decide the
motion.
(d) Final Disciplinary Action of the
Association; Effectiveness of
Sanctions
If a default decision is not appealed
pursuant to Rule 9311 or called for
review pursuant to Rule 9312 within
25 days after the date the Office of
Hearing Officers serves it on the
Parties, the default decision shall
become the final disciplinary action
of the Association for purposes of
SEC Rule 19d-1(c)(1). Unless
otherwise provided in the default
decision, the sanction(s) shall
become effective on a date to be
determined by the Association staff
[30 days after the default decision
becomes the final disciplinary
action of the Association], except
that a bar or expulsion shall
become effective immediately upon
the default decision becoming the
final disciplinary action of the
Association. The Association shall
serve the decision on a
Respondent by [overnight] courier,
facsimile or other means
reasonably likely to obtain prompt
service when the sanction is a bar
or an expulsion.

9270. Settlement Procedure
(a) – (b) No Change
(c) Content and Signature
Requirements
An offer of settlement shall be in
writing and signed by the person
making the offer, and, if the person

is represented by counsel or a
representative, signed also by the
counsel or representative. The offer
of settlement shall contain in
reasonable detail:
(1) – (3) No Change
(4) a statement consenting to
findings of fact and violations
consistent with the statements
contained in the offer of
settlement required by
subparagraphs (c)( 2) and (c)(3);
[and,]
(5) a proposed sanction to be
imposed that is consistent with
the Association’s then current
sanction guidelines or, if
inconsistent with the sanction
guidelines, a detailed statement
supporting the proposed
sanction; and,[.]

Adjudicatory Council with its
recommendation. If an offer of
settlement is determined to be
uncontested by the Department of
Enforcement or the Department of
Market Regulation after a hearing
on the merits has begun, the
Department of Enforcement or the
Department of Market Regulation
shall transmit the offer of settlement
and a proposed order of
acceptance to the Hearing Panel
or, if applicable, the Extended
Hearing Panel for acceptance or
rejection. If accepted by the
Hearing Panel or, if applicable,
Extended Hearing Panel, the offer
of settlement and the order of
acceptance shall be forwarded to
the National Adjudicatory Council to
accept or reject.
(1) – (3) No Change
(f) Contested Offers of Settlement

(6) the effective date of any
sanction(s) imposed, or a
statement that the effective date
of the sanction(s) will be a date
to be determined by the
Association staff.
(d) Waiver – No Change
(e) Uncontested Offers of
Settlement
If a Respondent makes an offer of
settlement and the Department of
Enforcement or the Department of
Market Regulation does not oppose
it, the offer of settlement is
uncontested. If an offer of
settlement is determined to be
uncontested by the Department of
Enforcement or the Department of
Market Regulation before a hearing
on the merits has begun, the
Department of Enforcement or the
Department of Market Regulation
shall transmit the uncontested offer
of settlement and a proposed order
of acceptance to the National
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If a Respondent makes an offer of
settlement and the Department of
Enforcement or the Department of
Market Regulation opposes it, the
offer of settlement is contested.
When the Department of
Enforcement or the Department of
Market Regulation opposes an offer
of settlement, the Respondent’s
written offer and the Department of
Enforcement’s or the Department of
Market Regulation’s written
opposition shall be submitted to a
Hearing Panel or, if applicable, an
Extended Hearing Panel. The
Hearing Panel or, if applicable, the
Extended Hearing Panel, may order
the Department of Enforcement or
the Department of Market
Regulation and the Respondent to
attend a settlement conference.
(1) – (3) No Change
(g) – (j) No Change
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9300. REVIEW OF
DISCIPLINARY PROCEEDING
BY NATIONAL
ADJUDICATORY COUNCIL
AND NASD BOARD;
APPLICATION FOR
COMMISSION REVIEW

(f) Withdrawal of Notice of Appeal
or Cross-Appeal – No Change

9312. Review Proceeding
Initiated By National
Adjudicatory Council
(a) – (b) No Change

9310. Appeal to or Review by
National Adjudicatory Council
9311. Appeal by Any Party;
Cross-Appeal
(a) Time to File Notice of Appeal
A Respondent or the Department of
Enforcement or the Department of
Market Regulation may file a written
notice of appeal within 25 days
after service of a decision issued
pursuant to Rule 9268 or Rule
9269.
(b) – (d) No Change
(e) Waiver of Issues Not Raised
The National Adjudicatory Council
may, in its discretion, deem waived
any issue not raised in the notice of
appeal or cross-appeal. The
National Adjudicatory Council, the
Review Subcommittee, a
Subcommittee, the General
Counsel or, if applicable, an
Extended Proceeding Committee,
[or, for a disciplinary proceeding
decided under Rule 9269, the
General Counsel,] shall provide the
Parties with notice of, and an
opportunity to submit briefs on, any
issue that shall be considered by
the National Adjudicatory Council if
such issue was not previously set
forth in the notice of appeal. Parties
may submit motions to either the
Review Subcommittee or the
National Adjudicatory Council
challenging requests for briefing
made by the General Counsel
under this Rule of issues that were
not previously set forth in the notice
of appeal.

(c) Requirements
(1) No Change
(2) The statement contained in
the notice of review shall not limit
the scope of the National
Adjudicatory Council’s authority
under Rule 9346 to review any
issues raised in the record. The
National Adjudicatory Council,
the Review Subcommittee, a
Subcommittee, the General
Counsel or, if applicable, an
Extended Proceeding
Committee, [or, for a disciplinary
proceeding decided under Rule
9269, the General Counsel] shall
provide the Parties with notice of,
and an opportunity to submit
briefs on, any issue that shall be
considered by the National
Adjudicatory Council if such
issue was not previously set forth
in the notice of review. Parties
may submit motions to either the
Review Subcommittee or the
National Adjudicatory Council
challenging requests for briefing
made by the General Counsel
under this Rule of issues that
were not previously set forth in
the notice of appeal.

a notice of cross-appeal, or all
Parties who previously filed a notice
of cross-appeal file a notice of
withdrawal of cross-appeal:
(1) No Change
(2) the General Counsel shall
have the right to call for review a
decision issued pursuant to Rule
9269 in accordance with Rule
9312(a)(2), except that the 25[45] day period during which a
call for review may be made shall
begin on the day the Association
receives the last filed notice of
withdrawal of appeal or, if
applicable, the last filed notice of
withdrawal of cross-appeal.

9313. Counsel to National
Adjudicatory Council
(a) Authority
[A Counsel to the National
Adjudicatory Council shall be
appointed by the General Counsel
for each disciplinary case on appeal
or review.] A Counsel to the
National Adjudicatory Council shall
have authority to take ministerial
and administrative actions to further
the efficient administration of a
proceeding, including the authority
to:
(1) – (7) No Change
(b) Review – No Change

9340. Proceedings
(d) Effect of Withdrawal of Notice of
Appeal, Cross-Appeal
If the review of a disciplinary
proceeding by the National
Adjudicatory Council is terminated
before the National Adjudicatory
Council issues a decision on the
merits because all appealing
Parties file a notice of withdrawal of
appeal and no Party previously filed
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9344. Failure to Participate
Below; Abandonment of
Appeal
(a) Failure to Participate Below
When an appealing Party did not
participate in the disciplinary
proceeding before a Hearing
Officer, a Hearing Panel or, if
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applicable, an Extended Hearing
Panel, but shows good cause for
the failure to participate, the
National Adjudicatory Council or the
Review Subcommittee may dismiss
the appeal and remand the matter
for further proceedings, or may
order that the appeal proceed. If the
appealing Party did not participate
in the disciplinary proceeding
before a Hearing Officer, a Hearing
Panel or, if applicable, an Extended
Hearing Panel, and fails to show
good cause for the failure to
participate, the matter shall be
considered by the Subcommittee
or, if applicable, the Extended
Proceeding Committee, and the
National Adjudicatory Council on
the basis of the record and other
documents, as provided in Rules
9346 and 9347. Alternatively, the
National Adjudicatory Council or
Review Subcommittee may remand
the disciplinary proceeding with
instructions. For purposes of this
paragraph, failure to participate
shall include failure to file an
answer or otherwise respond to a
complaint, or failure to appear at a
scheduled hearing, but shall not
include failure to request a hearing
pursuant to Rule 9221.
(b) Abandonment of Appeal – No
Change

9347. Filing of Papers in
National Adjudicatory Council
Proceedings
(a) Briefs; Reply Briefs;
Requirements – No Change
(b) Timely Filing of Briefs
Briefs shall be due upon dates
established by the Subcommittee
or, if applicable, the Extended
Proceeding Committee, the

National Adjudicatory Council, the
Review Subcommittee, or Counsel
to the National Adjudicatory Council
in a scheduling order. Unless the
Subcommittee or, if applicable, the
Extended Proceeding Committee,
the National Adjudicatory Council,
the Review Subcommittee, or
Counsel to the National
Adjudicatory Council specifies
otherwise, opening briefs shall be
submitted not less than 21 days
from the date of the scheduling
order, and answering briefs shall be
submitted 21 days thereafter. When
reply briefs are submitted, such
briefs shall be filed not later than
ten days after service of the
answering brief. Counsel to the
National Adjudicatory Council may
not shorten a period previously
established for the filing of briefs
except with the consent of the
Parties. The time periods listed in
this provision are only applicable to
the filing of opening briefs,
answering briefs, and reply briefs.

9349. National Adjudicatory
Council Formal
Consideration; Decision
(a) Decision of National
Adjudicatory Council, Including
Remand
In an appeal or review of a
disciplinary proceeding governed
by the Rule 9300 Series that is not
withdrawn or dismissed prior to a
decision on the merits, the National
Adjudicatory Council, after
considering all matters presented in
the appeal or review and the written
recommended decision of the
Subcommittee or, if applicable, the
Extended Proceeding Committee,
may affirm, dismiss, modify or
reverse the decision of the Hearing
Panel or, if applicable, Extended
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Hearing Panel, with respect to each
Respondent who has appealed or
cross-appealed or is subject to a
call for review. The National
Adjudicatory Council may affirm,
modify, reverse, increase, or
reduce any sanction, or impose any
other fitting sanction. Alternatively,
the National Adjudicatory Council or
the Review Subcommittee may
remand the disciplinary proceeding
with instructions. The National
Adjudicatory Council shall prepare
a proposed written decision
pursuant to paragraph (b).
(b) – (c) No Change
***

9360. Effectiveness of
Sanctions
Unless otherwise provided in the
decision issued under Rule 9349 or
Rule 9351, a sanction (other than a
bar or an expulsion) specified in a
decision constituting final
disciplinary action of the
Association for purposes of SEC
Rule 19d-1(c)(1) shall become
effective on a date to be
determined by Association staff [30
days after the date of service of the
decision constituting final
disciplinary action]. A bar or an
expulsion shall become effective
upon service of the decision
constituting final disciplinary action
of the Association [for purposes of
SEC Rule 19d-1(c)(1)], unless
otherwise specified therein. The
Association shall serve the decision
on a Respondent by [overnight]
courier, facsimile or other means
reasonabl[e]y likely to obtain
prompt service when the sanction is
a bar or an expulsion.
***
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9400. LIMITATION
PROCEDURES UNDER
RULES 3130 AND 3131

9135, 9136, and 9137 within five
days after service of the notice
under Rule 9412.

9410. Procedures for
Regulating Activities of a
Member Experiencing
Financial or Operational
Difficulties

(b) Stay

9412. Notice of Limitations
The Department of Member
Regulation may issue a notice
directing a member to limit its
business activities if the
Department of Member Regulation
has reason to believe that any
condition specified in Rule 3130 or
3131 exists. The notice shall
specify the grounds on which such
action is being taken, the nature of
the limitations to be imposed, the
effective date of the limitations, a
fitting sanction that will be imposed
if the member fails to comply with
the limitations set forth in the
notice, and the conditions for
terminating such limitations. The
effective date of the limitations shall
be at least seven days after the
date of service of the notice. The
notice also shall inform the member
that it may request a hearing before
the Department of Member
Regulation under Rule 9413. The
Department of Member Regulation
shall serve the notice by facsimile
or overnight [commercial] courier.

9413. [Department of Member
Regulation Consideration
(a) Request for Hearing
A member aggrieved by a notice
issued under Rule 9412 may file a
written request for a hearing before
the Department of Member
Regulation. The request shall state
the specific grounds for withdrawing
or modifying the limitations
specified in the notice. The request
shall be filed pursuant to Rules

A request for hearing shall stay the
notice of limitations served under
Rule 9412 unless the National
Adjudicatory Council orders
otherwise.
(c) Time of Hearing
If a member requests a hearing
under paragraph (a), the
Department of Member Regulation
shall conduct a hearing within 14
days after service of the notice
under Rule 9412. Not less than five
business days before the hearing,
the Department of Member
Regulation shall provide written
notice to the member of the
location, date, and time of the
hearing by facsimile or overnight
commercial courier.
(d) Transmission of Documents
(1) Not less than five business
days before the hearing, the
Department of Member
Regulation shall provide to the
member by facsimile or overnight
commercial courier all
documents that were considered
in imposing the limitations on
business activities set forth in the
notice served under Rule 9412,
unless a document meets the
criteria of Rule 9251(b)(1)(A),
(B), or (C). A document that
meets such criteria shall not
constitute part of the record, but
shall be retained by the
Association until the date upon
which the Association serves a
final decision or, if applicable,
upon conclusion of any review by
the Commission or the federal
courts.

days before the hearing, the
Department of Member
Regulation and the member shall
exchange proposed exhibit and
witness lists. The exhibit and
witness lists shall be served by
facsimile or by overnight
commercial courier.
(e) Hearing and Rights of Member
The member shall be entitled to be
heard in person, to be represented
by an attorney, and to submit any
relevant evidence. The hearing
shall be recorded and a transcript
prepared by a court reporter. The
member may purchase a copy of
the transcript from the court
reporter at prescribed rates. A
witness may purchase a copy of the
transcript of his or her own
testimony from the court reporter at
prescribed rates. Proposed
corrections to the transcript may be
submitted by affidavit to the
Department of Member Regulation
within a reasonable time
determined by the Department of
Member Regulation. Upon notice to
the participants in the hearing, the
Department of Member Regulation
may order corrections to the
transcript as requested or sua
sponte.
(f) Record
The record shall consist of:
(1) the notice issued pursuant to
Rule 9412;
(2) all documents transmitted to
the member under Rule 9413(d);
(3) the request for hearing filed
pursuant to Rule 9413(a);
(4) any other submissions by the
member and the Department of
Member Regulation at the
hearing;

(2) Not less than five business
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(5) any evidence considered at
the hearing; and
(6) the transcript of the hearing
and any corrections thereto.
(g) Custodian of the Record
The custodian of the record shall be
the Department of Member
Regulation.
(h) Evidence Not Admitted
Evidence that is proffered but not
admitted during the hearing shall
not be part of the record, but shall
be retained by the custodian of the
record until the date when the
Association’s decision becomes
final or, if applicable, upon the
conclusion of any review by the
Commission or the federal courts.
(i) Decision
Within seven days after the
hearing, the Department of Member
Regulation shall issue a written
decision approving, modifying, or
withdrawing the limitations specified
in the notice. If the decision
imposes limitations, the decision
shall state the grounds for the
limitations, the conditions for
terminating such limitations, and
provide for a fitting sanction to be
imposed under Rule 9416 if the
member fails to comply with the
limitations. The Department of
Member Regulation shall promptly
serve the decision by facsimile or
overnight commercial courier. The
limitations imposed shall become
effective upon service of the
decision.
(j) Failure to Request Hearing
If a member does not request a
hearing under paragraph (a), the
limitations specified in the notice
shall become effective on the date
specified in the notice. Unless the

National Adjudicatory Council calls
the notice for review under Rule
9414(a)(2), the limitations specified
in the notice shall remain in effect
until the Department of Member
Regulation reduces or removes the
limitations pursuant to Rule
9417(b).]

[9414]. Hearing Panel Review
[National Adjudicatory
Council Review]
[(a) Initiation of a Review]
(a)[(1)] Request for a Hearing
[Application by Member]
A member subject [aggrieved] to
[by] a notice [decision] issued under
Rule 9412 [9413] may file a written
request [application] for hearing
[review by] before a Hearing Panel
[the National Adjudicatory Council]
with the Office of Hearing Officers.
The request [application] shall state
the specific grounds for withdrawing
or modifying the limitations
specified in the notice. The request
shall be filed pursuant to Rules
9135, 9136, and 9137 within five
days after service of the notice
under Rule 9412. [the review and
whether oral argument is
requested. The application shall be
filed pursuant to Rules 9135, 9136,
and 9137 within seven days after
service of the decision.] The
member may withdraw its request
[application for review] at any time
by filing a written notice with the
Office of Hearing Officers [National
Adjudicatory Council] pursuant to
Rules 9135, 9136, and 9137. The
time limits set forth herein are to be
strictly construed and cannot be
modified except for good cause
shown.
[(2) Motion of National
Adjudicatory Council
A decision issued under Rule
9413 shall subject to a call for
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review by any member of
National Adjudicatory Council or
the Review Subcommittee within
30 days after service of the
decision. If a member that
receives a notice under Rule
9412 does not request a hearing
under Rule 9413, the notice shall
be subject to a call for review by
any member of the National
Adjudicatory Council or the
Review Subcommittee within 30
days after the effective date of
the notice. If the National
Adjudicatory Council or the
Review Subcommittee calls a
decision or notice for review, a
written notice of review shall be
served promptly on the member
pursuant to Rules 9132 and
9134. The notice of review shall
state the specific grounds for the
review and whether an oral
argument is ordered. If a decision
is called for review by a member
of the National Adjudicatory
Council or the Review
Subcommittee, the National
Adjudicatory Council shall review
the decision.]
(b) Appointment of Hearing Panel
The Chief Hearing Officer shall
assign a Hearing Officer to preside
over the matter, and appoint
Panelists pursuant to Rule 9231
and 9232 to the Hearing Panel. As
soon as practicable after
assignment, the Chief Hearing
Officer shall serve the Parties with
notice of the Hearing Panel.
(c)[(3)] Stay
Unless otherwise ordered by the
NASD Board Executive Committee
[National Adjudicatory Council], the
initiation of a review under this
paragraph shall stay the decision of
the Department of Member Regulation or an uncontested notice until a
decision constituting final action of
the Association is issued.
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(d)[(4)] Transmission of Documents
[the Record]
(1) Not less than five business
days before the hearing, the
Department of Member
Regulation shall file with the
Office of Hearing Officers four
copies of the record which shall
consist of the notice issued under
Rule 9412 and all
correspondence between the
Department of Member
Regulation and the Member. The
Department of Member
Regulation shall simultaneously
serve a copy of the record on the
member by facsimile or overnight
courier.
(2) Not less than five business
days before the hearing, the
Department of Member
Regulation and the member shall
exchange proposed exhibits and
also exchange lists of all
potential witnesses, including a
brief description of the proposed
testimony. The exhibits and the
list of potential witnesses shall be
served by facsimile or by
overnight courier.
(e) Time of Hearing

prepared by a court reporter. The
member may purchase a copy of
the transcript from the court
reporter at prescribed rates. A witness may purchase a copy of the
transcript of his or her own testimony from the court reporter at prescribed rates. Proposed corrections
to the transcript may be submitted
by affidavit to the Office of Hearing
Officers within a reasonable time
determined by the Office of Hearing
Officers. Upon notice to the participants in the hearing, the Department of Member Regulation may
order corrections to the transcript
as requested or sua sponte.

Association’s decision becomes
final or, if applicable, upon the
conclusion of any review by the
Commission or the federal courts.

(g) Record of the Proceeding

If a member does not request a
hearing under paragraph (a), the
limitations specified in the notice
shall become effective on the date
specified in the notice. Unless the
Executive Committee calls the
notice for review under Rule 9415,
the limitations specified in the
notice shall remain in effect until the
Department of Member Regulation
reduces or removes the limitations
pursuant to Rule 9417(b).

The record shall consist of:
(1) the notice issued pursuant to
Rule 9412;
(2) the request for hearing filed
pursuant to Rule 9413;
(3) any other submissions by the
member and the Department of
Member Regulation at the
hearing;
(4) any evidence considered at
the hearing;

If a member requests a hearing
under paragraph (a), the Hearing
Panel shall conduct a hearing
within 14 days after service of the
notice under Rule 9412. Not less
than five business days before the
hearing, the Office of Hearing
Officers shall provide written notice
to the member of the location, date,
and time of the hearing by facsimile
or overnight courier.

The custodian of the record shall be
the Office of Hearing Officers.

(f) Hearing and Rights of Member

(i) Evidence Not Admitted

The member shall be entitled to be
heard in person, to be represented
by an attorney, and to submit any
relevant evidence. The hearing
shall be recorded and a transcript

Evidence that is proffered but not
admitted during the hearing shall
not be part of the record, but shall
be retained by the custodian of the
record until the date when the

(5) the transcript of the hearing
and any corrections thereto; and
(6) all documents transmitted to
the member under Rule 9413(d).
(h) Custodian of the Record
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[If a review is initiated under this
paragraph, the Department of
Member Regulation shall assemble
and prepare an index of the record,
transmit the record and index to the
National Adjudicatory Council,
certify to the National Adjudicatory
Council that the record is complete,
and serve a copy of the record and
index on the member.]
(j) Failure to Request Hearing

(k) Decision
(1) Within seven days after the
hearing, the Hearing Panel shall
issue a written decision
approving, modifying, or
withdrawing the limitations
specified in the notice. If the
decision imposes limitations, the
decision shall state the grounds
for the limitations, the conditions
for terminating such limitations,
and provide for a fitting sanction
to be imposed under Rule 9416 if
the member fails to comply with
the limitations. The Office of
Hearing Officers shall promptly
serve the decision by facsimile or
overnight courier pursuant to
Rules 9132 and 9134. The
limitations imposed shall become
effective upon service of the
decision.
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(2) Contents of Decision

(m)[(5)] Ex Parte Communications

The decision shall include:

The prohibitions against ex parte
communications in Rule 9143 shall
become effective under the Rule
9410 Series when Association staff
has knowledge the NASD Board
Executive Committee [National
Adjudicatory Council] intends to
review a decision on its own motion
under this Rule.

his or her own testimony from the
court reporter at prescribed rates.
Proposed corrections to the transcript may be submitted by affidavit to the Subcommittee within
a reasonable time determined by
the Subcommittee. Upon notice
to the participants in the hearing,
the Subcommittee may order corrections to the transcript as
requested or sua sponte.

[(b) Subcommittee Consideration

(3) Review on Record

(A) a description of the
Department of Member
Regulation’s decision, including
its rationale;
(B) a description of the principal
issues regarding the imposition
of limitations raised in the
review and a statement
supporting the disposition of
such issues;
(C) a summary of the evidence
on each issue;
(D) a statement of whether the
Department of Member
Regulation’s decision is
affirmed, modified, or reversed,
and a rationale therefor; and
(E) if any limitations are
imposed:
(i) a description of the
limitations and a statement
describing a fitting sanction
that will be imposed under
Rule 9416 if the member fails
to comply with any of the
limitations; and
(ii) the conditions for
terminating the limitations.
(l) Issuance of Decision After
Expiration of Call for Review Period
The Hearing Panel shall provide its
proposed written decision to the
NASD Board Executive Committee.
The NASD Board Executive
Committee may call the proceeding
for review pursuant to Rule 9415. If
the NASD Board Executive
Committee does not call the
proceeding for review, the
proposed written decision of the
Hearing Panel shall constitute the
final action of the Association.

(1) Appointment of
Subcommittee
The National Adjudicatory
Council or the Review
Subcommittee shall appoint a
Subcommittee to participate in
the review. The Subcommittee
shall be composed of two or
more members. One member
shall be a member of the
National Adjudicatory Council,
and the remaining member or
members shall be current or
former members of the National
Adjudicatory Council or a former
Director or Governor.
(2) Oral Argument
If oral argument is timely requested by the member, oral argument
shall be held before the Subcommittee within 14 days after service of the decision under Rule
9413. If oral argument is ordered
by the Subcommittee, oral argument shall be held before the
Subcommittee within 14 days
after service of the order under
paragraph (a)(2). The member
shall be entitled to be represented by an attorney. The oral argument shall be recorded and a
transcript prepared by a court
reporter. The member may purchase a copy of the transcript
from the court reporter at prescribed rates. A witness may purchase a copy of the transcript of
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The Subcommittee shall conduct
its review on the basis of the
record, any written submissions
by the member and the
Department of Member
Regulation, and the decision
issued pursuant to Rule 9413(i).
If oral argument is requested or
ordered, Subcommittee also may
consider any submissions or
additional arguments by the
member and the Department of
Member Regulation.
(4) Additional Evidence
The Subcommittee may consider
any additional relevant and
material evidence if the member
shows good cause for not
previously submitting such
evidence. If additional evidence
is accepted by the
Subcommittee, the evidence
shall be included in the record.
Proffered evidence that is not
accepted into the record by the
Subcommittee shall be retained
until the date when the
Association’s decision becomes
final or, if applicable, upon the
conclusion of any review by the
Commission or the federal
courts.
(5) Recommendation
The Subcommittee shall present
a recommended decision in
writing to the National
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Adjudicatory Council not later
than seven days before the
meeting of the National
Adjudicatory Council at which the
proceeding shall be considered.
(c) Decision
(1) Decision of National
Adjudicatory Council, Including
Remand
After considering all matters
presented in the review and the
written recommended decision of
the Subcommittee, the National
Adjudicatory Council may affirm,
modify, or reverse the
Department of Member
Regulation’s decision or remand
the proceeding with instructions.
The National Adjudicatory
Council shall prepare a proposed
written decision pursuant to
subparagraph (2).
(2) Contents of Decision
The decision shall include:
(A) a description of the
Department of Member
Regulation’s decision, including
its rationale;
(B) a description of the principal
issues regarding the imposition
of limitations raised in the
review and a statement
supporting the disposition of
such issues;
(C) a summary of the evidence
on each issue;
(D) a statement of whether the
Department of Member
Regulation’s decision is
affirmed, modified, or reversed,
and a rationale therefor; and
(E) if any limitations are
imposed:

(i) a description of the
limitations and a statement
describing a fitting sanction
that will be imposed under
Rule 9416 if the member fails
to comply with any of the
limitations; and
(ii) the conditions for
terminating the limitations.
(3) Issuance of Decision After
Expiration of Call for Review
Period
The National Adjudicatory
Council shall provide its
proposed written decision to the
NASD Board. The NASD Board
may call the proceeding for
review pursuant to Rule 9415. If
the NASD Board does not call
the proceeding for review, the
proposed written decision of
National Adjudicatory Council
shall become final, and the
National Adjudicatory Council
shall serve its written decision on
the member and the Department
of Member Regulation pursuant
to Rules 9132 and 9134. The
decision shall be effective upon
service. The decision shall
constitute the final action of the
Association, unless National
Adjudicatory Council remands
the proceeding.]

9415. Discretionary Review by
the NASD Board Executive
Committee
(a) Call for Review by NASD Board
Executive Committee [Governor]
A member of the NASD Board
Executive Committee [Governor]
may call a proceeding for review by
the NASD Board Executive
Committee if the call for review is
made within the period prescribed
in paragraph (b).
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(b) 15 Day Period; Waiver
A member of the NASD Board
Executive Committee [Governor]
shall make his or her call for review
not later than the next meeting of
the NASD Board Executive
Committee that is at least 15 days
after the date on which the NASD
Board Executive Committee
receives the proposed written
decision of the Hearing Panel
[National Adjudicatory Council]. By
a unanimous vote of the NASD
Board Executive Committee, the
NASD Board Executive Committee
may shorten the period to less than
15 days. By an affirmative vote of
the majority of the NASD Board
Executive Committee then in office,
the NASD Board Executive
Committee may, during the 15 day
period, vote to extend the period to
more than 15 days.
(c) Review at Next Meeting
If an NASD Board Executive Committee member [Governor] calls a
proceeding for review within the
period prescribed in paragraph (b),
the NASD Board Executive Committee shall review the proceeding
not later than the next meeting of
the NASD Board Executive Committee. The NASD Board Executive
Committee may order the filing of
briefs in connection with its review
proceedings pursuant to this Rule.
(d) Decision of NASD Board
Executive Committee, Including
Remand
After review, the NASD Board
Executive Committee may affirm,
modify, or reverse the proposed
written decision of the Hearing
Panel [National Adjudicatory
Council]. Alternatively, the NASD
Board Executive Committee may
remand the proceeding with
instructions. The NASD Board
Executive Committee shall prepare
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a written decision that includes all
of the elements described in Rule
9414(k)(2)[(c)(2)].
(e) Issuance of Decision
The NASD Board Executive
Committee shall issue and serve its
written decision on the member and
the Department of Member
Regulation pursuant to Rules 9132
and 9134. The decision shall be
effective upon service. The decision
shall constitute the final action of
the Association, unless the NASD
Board Executive Committee
remands the proceeding.

9416. Enforcement of
Sanctions
(a) Order
If the Department of Member
Regulation determines that a
member has failed to comply with
any limitations imposed by a
decision or an effective notice
under the Rule 9410 Series that
has not been stayed, the
Department of Member Regulation
shall issue an order imposing the
sanctions set forth in the decision
or notice and specifying the
effective date and time of such
sanctions. The Department of
Member Regulation shall serve the
order on the member by facsimile
or overnight [commercial] courier.
(b) Hearing
(1) A member subject to
[aggrieved by] an order issued
under paragraph (a) may file a
written request for a hearing
before a Hearing Panel with the
Office of Hearing Officers [the
Department of Member
Regulation]. The request shall be
filed pursuant to Rules 9135,
9136, and 9137 within seven
days (including intermediate
Saturdays, Sundays, and Federal

holidays) after service of the
order. The Chief Hearing Officer
shall assign a Hearing Officer to
preside over the matter, and
appoint Panelists pursuant to
Rule 9231 and 9232 to the
Hearing Panel. As soon as
practicable after assignment, the
Office of Hearing Officers shall
serve the Parties with notice of
the Hearing Panel. The hearing
shall be held within ten days after
service of the order under
paragraph (a).
(2) The member shall be entitled
to be heard in person, to be
represented by an attorney, and
to submit any relevant evidence.
(3) The hearing shall be recorded
and a transcript prepared by a
court reporter. The member may
purchase a copy of the transcript
from the court reporter at
prescribed rates. A witness may
purchase a copy of the transcript
of his or her own testimony from
the court reporter at prescribed
rates. Proposed corrections to
the transcript may be submitted
by affidavit to the Office of
Hearing Officers [Department of
Member Regulation] within a
reasonable time determined by
the Office of Hearing Officers
[Department of Member
Regulation]. Upon notice to the
participants in the hearing, the
Office of Hearing Officers
[Department of Member
Regulation] may order
corrections to the transcript as
requested or sua sponte.

(d) Decision
Within four days after the hearing,
the Hearing Panel [Department of
Member Regulation] shall affirm,
modify, or reverse the order issued
under paragraph (a). The Office of
Hearing Officers [Department of
Member Regulation] shall serve the
decision on the member pursuant
to Rules 9132 and 9134. The
decision shall become effective
upon service and shall constitute
final action of the Association.

9500. OTHER PROCEEDINGS
9510. Summary and NonSummary Proceedings
9512. Initiation of Summary
Proceeding
(a) Authorization – No Change
(b) Contents and Service of Notice
A notice issued under this
subsection shall state the specific
grounds and include the factual
basis for the summary suspension,
limitation, or prohibition and state
that the member, associated
person, or other person may file a
written request for a hearing under
Rule 9514. The notice shall be
served by facsimile or overnight
[commercial] courier.
(c) Effective Date – No Change

9513. Initiation of NonSummary Proceeding

(c) No Stay of Sanctions

(a) Notice

Unless otherwise ordered by the
NASD Board Executive Committee
[National Adjudicatory Council], a
request for a hearing pursuant to
this Rule shall not stay the
effectiveness of the order issued
under paragraph (a).

Association staff may initiate a
proceeding authorized under Rule
9511(a)(2)(A) or (B), by issuing a
written notice to the member,
associated person, or other person.
The notice shall specify the
grounds for and effective date of
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the cancellation, suspension, bar,
limitation, or prohibition and shall
state that the member, associated
person, or other person may file a
written request for a hearing under
Rule 9514. The notice shall be
served by facsimile or overnight
[commercial] courier.
(b) Effective Date – No Change

9514. Hearing and Decision
(a) Request
(1) Request by Member,
Associated Person, or Other
Person
No Change
(2) Failure to File Request
If the member, associated
person, or other person subject
to the notice issued under Rule
2210, 2220, 9512(a), or 9513(a)
does not file a written request for
a hearing within the time period
specified in [under] subparagraph
(1), the notice shall constitute
final action by the Association.
(3) Ex Parte Communications –
No Change
(b) Designation of Party for the
Association and Appointment of
Hearing Panel
If a member, associated person, or
other person subject to a notice
under Rule 2210, 2220, 9512, or
9513 files a written request for a
hearing, an appropriate department
or office of the Association shall be
designated as a Party in the
proceeding, and a Hearing Panel
shall be appointed.
(1) – (2) No Change
(3) A Hearing Officer appointed
pursuant to this provision shall

have authority to do all things
necessary and appropriate to
discharge his or her duties as set
forth under Rule 9235.
(c) Stays – No Change
(d) Time of Hearing
(1) Summary Proceeding
If a member, associated person,
or other person who is subject to
a notice issued under Rule
9512(a) files a written request for
a hearing, a hearing shall be held
within seven days after the filing
of the request for hearing. Not
less than five days before the
hearing, the Hearing Panel shall
provide written notice to the
Parties of the location, date, and
time of the hearing by facsimile
or overnight [commercial] courier.
(2) Non-Summary Proceeding
If a member, associated person,
or other person who is subject to
a notice issued under Rule 2210,
2220, or 9513(a) files a written
request for a hearing, a hearing
shall be held within 40 [21] days
after the filing of the request for
hearing. The Hearing Panel may,
during the initial 40- [21] day
period, extend the time in which
the hearing shall be held by an
additional 30 [21] days on its own
motion or at the request of a
Party. Not less than five days
before the hearing, the Hearing
Panel shall provide written notice
to the Parties of the location,
date, and time of the hearing by
facsimile or overnight
[commercial] courier.
(e) Transmission of Documents
(1) Not less than five days before
the hearing, the Association shall
provide to the member,
associated person, or other
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person who requested the
hearing, by facsimile or overnight
[commercial] courier, all
documents that were considered
in issuing the notice under Rule
2210, 2220, 9512, or 9513,
unless a document meets the
criteria of Rule 9251(b)(1)(A),
(B), or (C). A document that
meets such criteria shall not
constitute part of the record, but
shall be retained by the
Association until the date upon
which the Association serves a
final decision or, if applicable,
upon the conclusion of any
review by the Commission or the
federal courts.
(2) Not less than five days before
the hearing, the Parties shall
exchange proposed exhibit and
witness lists. The exhibit and
witness lists shall be served by
facsimile or by overnight
[commercial] courier.
(f) Hearing Panel Consideration –
No Change

9516. Reinstatement
A member, associated person, or
other person who has been
suspended or limited by a final
action of the Association under the
Rule 9510 Series may file a written
request for reinstatement on the
ground of full compliance with the
conditions of the suspension or
limitation. The request shall be filed
with the department or office of the
Association that acted as a Party in
the proceeding. The head of the
department or office shall serve its
response on the member or person
via facsimile or overnight
[commercial] courier within five
days after receipt of the request. If
the head of the department or office
denies the request, the member or
person may file a written request for
relief with the Review
Subcommittee [NASD Board]. The
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Review Subcommittee [NASD
Board] shall respond to the request
in writing within 14 days after
receipt of the request. The Review
Subcommittee [NASD Board] shall
serve its response by facsimile or
overnight [commercial] courier.

9520. Eligibility Proceedings
9521. Purpose and Definitions
(a) Purpose
The Rule 9520 Series sets forth
procedures for a person to become
or remain associated with a
member, notwithstanding the
existence of a [statutory]
disqualification as defined in Article
III, Section 4 of the NASD By-Laws
[Section 3(a)(39) of the Act] and for
a current member or person
associated with a member to obtain
relief from the eligibility or
qualification requirements of the
NASD By-Laws and the Rules of
the Association. Such actions
hereinafter are referred to as
“eligibility proceedings.”
(b) Definitions
(1) The term “Application” means
NASD Regulation’s Form MC400 for individuals or Form MC400A for members, filed with the
Central Registration
Depository/Public Disclosure.
(2) The term “disqualified
member” means a broker, dealer,
municipal securities broker or
dealer, government securities
broker or dealer, or member that
is or becomes subject to a
disqualification or is otherwise
ineligible for membership under
Article III, Section 3 of the
NASD’s By-Laws.
(3) The term “disqualified person”
means an associated person or
person seeking to become an

associated person who is or
becomes subject to a
disqualification or is otherwise
ineligible for association under
Article III, Section 3 of the
NASD’s By-Laws.
(4) The term “sponsoring
member” means the member or
applicant for membership
pursuant to Rule 1013 that is
sponsoring the association or
continued association of a
disqualified person to be
admitted, readmitted, or
permitted to continue in
association.

9522. Initiation of Eligibility
Proceeding; Member
Regulation Consideration
(a) Initiation by Association
(1) Issuance of Notice of
Disqualification or Ineligibility
If Association staff has reason to
believe that a [statutory]
disqualification exists or that a
member or person associated
with a member otherwise fails to
meet the eligibility requirements
of the Association, Association
staff shall issue a written notice
to the member or applicant for
membership under Rule 1013
[associated person]. The notice
shall specify the grounds for such
disqualification or ineligibility.
(2) Notice Regarding a [to]
Member
A notice issued to a disqualified
member [that is subject to a
statutory disqualification or is
otherwise ineligible for
membership] shall state that the
disqualified member may apply
for relief by filing an [written]
application [for relief pursuant to
paragraph (c) with the National
Adjudicatory Council] or, in the
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case of a matter set forth in Rule
9522(e)(1), a written request for
relief, within ten business days
after service of the notice. If the
member fails to file the [written]
application [for relief] or, where
appropriate, the written request
for relief, within the 10-day
period, the membership of the
member shall be canceled,
unless the Department of
Member Regulation grants an
extension for good cause shown.
(3) Notice Regarding an [to]
Associated Person
A notice issued [to] regarding
a[n] [associated] disqualified
person [who is subject to a
statutory disqualification or is
otherwise ineligible for
association] to a member or
applicant for membership under
Rule 1013 shall state that [a]
such member or applicant for
membership may file an
application [apply for relief] on
behalf of itself and such person
[by filing a written application for
relief pursuant to paragraph (c)
with the National Adjudicatory
Council] or, in the case of a
matter set forth in Rule
9522(e)(1), a written request for
relief, within ten business days
after service of the notice. If the
member fails to file the [written]
application [for relief] or, where
appropriate, the written request
for relief, within the 10-day
period, the registration of the
[associated] disqualified person
shall be revoked, unless the
Department of Member
Regulation grants an extension
for good cause shown.
(4) Service
A notice issued under this
section shall be served by
facsimile or pursuant to Rules
9131 and 9134.
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(b) Obligation of Member to Initiate
Proceeding
A member shall file an [written]
application [for relief from the
eligibility requirements of the
Association pursuant to paragraph
(c) with the National Adjudicatory
Council] or, in the case of a matter
set forth in Rule 9522(e)(1), a
written request for relief, with the
Central Registration Depository/
Public Disclosure, if the member
determines prior to receiving a
notice under paragraph (a) that:
(1) it has become a disqualified
member [the member is subject
to a statutory disqualification or
otherwise is no longer eligible for
membership];
(2) a person associated with
such member or whose
association is proposed by an
applicant for membership under
Rule 1013 has become a
disqualified person [is subject to
a statutory disqualification or
otherwise is no longer eligible for
association with the member]; or
(3) the member or applicant for
membership under Rule 1013
wishes to sponsor the
association of a person who is a
disqualified person. [subject to a
statutory disqualification or
otherwise is ineligible for
association with a member.]
[(c) Form of Application for Relief]
[A written application for relief shall
be submitted on Form MC-400 and
shall include a detailed statement
demonstrating why the requested
relief should be granted.]
(c)[(d)] Withdrawal of Application
A member may withdraw its
application or written request for
relief prior to a hearing [at any time]

by filing a written notice with the
[National Adjudicatory Council]
Central Registration
Depository/Public Disclosure
pursuant to Rules 9135, 9136, and
9137. A member may withdraw its
application after the start of a
hearing but prior to the issuance of
a decision by the National
Adjudicatory Council with prior
written consent of the National
Adjudicatory Council.
(d)[(e)] Ex Parte Communications
The prohibitions against ex parte
communications set forth in Rule
9143 shall become effective under
the Rule 9520 Series when
Association staff has initiated the
eligibility proceeding and
Association staff has knowledge
that a member intends to file an
[written] application or written
request for relief pursuant to the
Rule 9520 Series [with the National
Adjudicatory Council].
(e) Member Regulation
Consideration
(1) Matters that may be
Approved by the Department of
Member Regulation without the
Filing of an Application
The Department of Member
Regulation, as it deems
consistent with the public interest
and the protection of investors,
may grant a written request for
relief from the eligibility
requirements by a disqualified
member or a sponsoring member
without the filing of an application
by such disqualified member or
sponsoring member if a
disqualified member or
disqualified person is subject to
one or more of the following
conditions but is not otherwise
subject to disqualification:
(A) a disqualified member or
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disqualified person is subject to
a disqualification based on an
injunction that was entered ten
or more years prior to the
proposed admission or
continuance by order,
judgment, or decree of any
court of competent jurisdiction
from acting as an investment
adviser, underwriter, broker,
dealer, municipal securities
dealer, government securities
broker, government securities
dealer, transfer agent, foreign
person performing a function
substantially equivalent to any
of the above, entity or person
required to be registered under
the Commodity Exchange Act,
or any substantially equivalent
foreign statute or regulation, or
as an affiliated person or
employee of any investment
company, bank, insurance
company, foreign entity
substantially equivalent to any
of the above, or entity or person
required to be registered under
the Commodity Exchange Act
or any substantially equivalent
foreign statute or regulation, or
from engaging in or continuing
any conduct or practice in
connection with any such
activity, or in connection with
the purchase or sale of any
security.
(B) a sponsoring member
makes a request to change the
supervisor of a disqualified
person; or
(C) a disqualified member or
sponsoring member is a
member of both the Association
and another self-regulatory
organization; and:
(i) the other self-regulatory
organization intends to file a
Notice under SEC Rule 19h-1
approving the membership
continuance of the
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disqualified member or, in the
case of a sponsoring
member, the proposed
association or continued
association of the disqualified
person; and
(ii) Member Regulation
concurs with that
determination.
(2) Matters that may be
Approved by the Department of
Member Regulation after the
Filing of an Application
The Department of Member
Regulation, as it deems
consistent with the public interest
and the protection of investors,
may approve an application filed
by a disqualified member or
sponsoring member if a
disqualified member or
disqualified person is subject to
one or more of the following
conditions but is not otherwise
subject to disqualification (other
than a matter set forth in
subparagraph(e)(1)):
(A) The disqualified person is
already a participant in, a
member of, or a person
associated with a member of, a
self-regulatory organization
(other than the Association),
and the terms and conditions of
the proposed admission to the
Association are the same in all
material respects as those
imposed or not disapproved in
connection with such person’s
prior admission or continuance
pursuant to an order of the
Commission under SEC Rule
19h-1 or other substantially
equivalent written
communication;
(B) The Department of Member
Regulation finds, after
reasonable inquiry, that except
for the identity of the employer

concerned, the terms and
conditions of the proposed
admission or continuance are
the same in all material
respects as those imposed or
not disapproved in connection
with a prior admission or
continuance of the disqualified
person pursuant to an order of
the Commission under SEC
Rule 19h-1 or other
substantially equivalent written
communication, and that there
is no intervening conduct or
other circumstance that would
cause the employment to be
inconsistent with the public
interest or the protection of
investors; or
(C) The disqualification
previously was a basis for the
institution of an administrative
proceeding pursuant to a
provision of the federal
securities laws, and was
considered by the Commission
in determining a sanction
against such disqualified
person in the proceeding; and
the Commission concluded in
such proceeding that it would
not restrict or limit the future
securities activities of such
disqualified person in the
capacity now proposed, or, if it
imposed any such restrictions
or limitations for a specified
time period, such time period
has elapsed.
(3) Rights of Disqualified
Member, Sponsoring Member,
Disqualified Person, and
Department of Member
Regulation
(A) In the event the Department
of Member Regulation does not
approve a written request for
relief from the eligibility
requirements pursuant to
subparagraph (e)(1), the
disqualified member or
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sponsoring member may file an
application, and such member
shall have the right to proceed
under Rule 9523 or 9524, as
applicable. The Department of
Member Regulation may
require a disqualified member
or sponsoring member to file an
application with the Central
Registration Depository/Public
Disclosure, notwithstanding the
provisions of subparagraph
(e)(1).
(B) In the event the Department
of Member Regulation does not
approve an application
pursuant to subparagraph
(e)(2), the disqualified member
or sponsoring member shall
have the right to proceed under
Rule 9523 or 9524, as
applicable.

9523. Acceptance of Member
Regulation Recommendations
and Supervisory Plans by
Consent Pursuant to SEC
Rule 19h-1
(a) After an application is filed, the
Department of Member Regulation
may recommend the membership
or continued membership of a
disqualified member or sponsoring
member or the association or
continuing association of a
disqualified person pursuant to a
supervisory plan where the
disqualified member, sponsoring
member, and/or disqualified
person, as the case may be,
consent to the recommendation
and the imposition of the
supervisory plan. The disqualified
member, sponsoring member,
and/or disqualified person, as the
case may be, shall execute a letter
consenting to the imposition of the
supervisory plan.
(b)(1) If a disqualified member,
sponsoring member, and/or
disqualified person submitted an
August 2000
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executed letter consenting to a
supervisory plan, by the
submission of such letter, the
disqualified member, sponsoring
member and/or disqualified
person waive:
(A) the right to a hearing before
a Hearing Panel and any right
of appeal to the National
Adjudicatory Council, the
Commission, and the courts, or
otherwise challenge the validity
of the supervisory plan, if the
supervisory plan is accepted.
(B) any right of the disqualified
member, sponsoring member,
and/or disqualified person to
claim bias or prejudgment by
the Department of Member
Regulation, the General Counsel, the National Adjudicatory
Council, or any member of the
National Adjudicatory Council,
in connection with such person’s or body’s participation in discussions regarding the terms
and conditions of the Department of Member Regulation’s
recommendation or the supervisory plan, or other consideration of the recommendation or
supervisory plan, including
acceptance or rejection of such
recommendation or supervisory
plan; and
(C) any right of the disqualified
member, sponsoring member,
and/or disqualified person to
claim that a person violated the
ex parte prohibitions of Rule
9143 or the separation of
functions prohibitions of Rule
9144, in connection with such
person’s or body’s participation
in discussions regarding the
terms and conditions of the
recommendation or supervisory
plan, or other consideration of
the recommendation or
supervisory plan, including
acceptance or rejection of such

recommendation or supervisory
plan.
(2) If a recommendation or
supervisory plan is rejected, the
disqualified member, sponsoring
member, and/or disqualified
person shall be bound by the
waivers made under
subparagraph (b)(1) for conduct
by persons or bodies occurring
during the period beginning on
the date the supervisory plan
was submitted and ending upon
the rejection of the supervisory
plan and shall have the right to
proceed under this rule and Rule
9524, as applicable.
(c) If the disqualified member,
sponsoring member, and/or
disqualified person execute the
letter consenting to the supervisory
plan, it shall be submitted to the
Office of General Counsel by the
Department of Member Regulation
with a proposed Notice under SEC
Rule 19h-1, where required. The
Office of General Counsel shall
forward the supervisory plan and
proposed Notice under SEC Rule
19h-1, if any, to the Chairman of
the Statutory Disqualification
Committee, acting on behalf of the
National Adjudicatory Council. The
Chairman of the Statutory
Disqualification Committee may
accept or reject the
recommendation of the Department
of Member Regulation and the
supervisory plan or refer them to
the National Adjudicatory Council
for acceptance or rejection by the
National Adjudicatory Council.
(d) If the recommendation and
supervisory plan is accepted by the
National Adjudicatory Council or the
Chairman of the Statutory
Disqualification Committee, it shall
be deemed final and, where
required, the proposed Notice
under SEC Rule 19h-1 will be filed
by the Association. If the
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recommendation and supervisory
plan are rejected by the Chairman
of the Statutory Disqualification
Committee or the National
Adjudicatory Council, NASD
Regulation may take any other
appropriate action with respect to
the disqualified member,
sponsoring member, and/or
disqualified person. If the
recommendation and supervisory
plan are rejected, the disqualified
member, sponsoring member,
and/or disqualified person shall not
be prejudiced by the execution of
the letter consenting to the
supervisory plan under
subparagraph (a) and the letter
may not be introduced into
evidence in any proceeding.

9524[9523]. National
Adjudicatory Council
Consideration
(a) Hearing Panel Consideration
(1) Appointment of Hearing Panel
When the disqualified member,
sponsoring firm, or applicant
requests a hearing [If a member
files an application for relief], the
National Adjudicatory Council or
the Review Subcommittee shall
appoint a Hearing Panel
composed of two or more
members, who shall be current or
former members of the National
Adjudicatory Council or the
Statutory Disqualification
Committee or former Directors or
Governors. The Hearing Panel
shall conduct a hearing and
recommend a decision on the
request for relief.
(2) Notice of Hearing
The disqualified member or
sponsoring member, as the case
may be, and the Department of
Member Regulation [Not less
than fourteen days before the
August 2000

406

NASD Notice to Members 00-56
hearing, the member] shall be
notified via mail, facsimile, or
overnight [commercial] courier of
the location, time, and date of the
hearing not less than fourteen
business days before the
hearing, unless the parties agree
to shorten the time period.
(3) Transmission of Documents
(A) Upon receipt of an
application, the Central
Registration Depository shall
gather all of the information
necessary to process the
application, including (i) the
Central Registration Depository
records for the disqualified
member, sponsoring member,
and/or disqualified person, as
the case may be, and the
proposed supervisor; and (ii) all
of the information submitted by
the disqualified member or
sponsoring member in support
of the application. The Central
Registration Depository will
prepare an index of these
documents, and simultaneously
provide this index and copies of
the documents to the
disqualified member or
sponsoring member, as the
case may be, the Office of the
General Counsel, and the
Department of Member
Regulation. [If Association staff
initiated the eligibility
proceeding by issuing a notice
under Rule 9522(a),
Association staff shall provide
to the member and its current
or prospective associated
person all documents that were
relied on in issuing the notice.]
Such documents shall be
served on the disqualified
member [and its current or
prospective associated person]
or sponsoring member, as the
case may be, by mail, facsimile,
or overnight [commercial]
courier as soon as practicable

[not less than ten days before
the hearing]. The Department
of Member Regulation shall
serve its recommendation and
its supporting documents on
the Office of General Counsel
and the disqualified member or
sponsoring member, as the
case may be, within ten
business days of the hearing,
unless the Parties agree
otherwise. The disqualified
member or sponsoring
member, as the case may be,
shall serve its documents on
the Office of General Counsel
and the Department of Member
Regulation within ten business
days of the hearing, unless the
Parties agree otherwise. The
Office of General Counsel shall
forward all documents
transmitted to it pursuant to this
subparagraph (a)(3) to the
Hearing Panel.
(B) Not less than ten business
days before the hearing, the
Department of Member
Regulation, which shall act as a
Party in the eligibility
proceeding, and the disqualified
member [and its current or
prospective associated person]
or sponsoring member, as the
case may be, shall [exchange]
serve proposed exhibit and
witness lists on each other and
the Office of General Counsel.
The exhibit and witness lists
shall be served by facsimile or
overnight [commercial] courier.
(C) At any time prior to the
issuance of its recommendation, the Hearing Panel may
order the Parties to supplement
the record with any additional
information that the Hearing
Panel deems necessary.
(4) Rights of Disqualified
Member, Sponsoring Member,
Disqualified [Current or
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Prospective Associated] Person,
and Department of Member
Regulation
The disqualified member,
sponsoring member, [its current
or prospective associated] and/or
disqualified person, as the case
may be, and, the Department of
Member Regulation, shall be
entitled to be heard in person, to
be represented by an attorney,
and to submit any relevant
evidence.
(5) Extensions of Time,
Postponements, and
Adjournments
At any time prior to the issuance
of the decision of the Hearing
Panel, after obtaining consent of
all the Parties, the Hearing Panel
may extend or shorten any time
limits prescribed by the Code for
the filing of any papers and may
postpone or adjourn any hearing.
(6)[(5)] Recordation of Hearing
The hearing shall be recorded
and a transcript prepared by a
court reporter. The disqualified
member, sponsoring member,
and/or [the current or prospective
associated] disqualified person,
as the case may be, may
purchase a copy of the transcript
from the court reporter at
prescribed rates. A witness may
purchase a copy of the transcript
of his or her own testimony from
the court reporter at prescribed
rates. Proposed corrections to
the transcript may be submitted
by affidavit to the Hearing Panel
within a reasonable time
determined by the Hearing
Panel. Upon notice to the
participants in the hearing, the
Hearing Panel may order
corrections to the transcript as
requested or sua sponte.
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(7)[6)] Record
The record shall consist of:
(A) the notice issued pursuant
to Rule 9522(a), if applicable;
(B) all documents relied upon in
issuing the notice under Rule
9522(a), if applicable;
(C) the application for relief filed
pursuant to Rule 9522(b);
(D) any other submissions by
the disqualified member,
sponsoring member, and/or
[the] [current or prospective
associated] disqualified person,
as the case may be, and the
Department of Member
Regulation;
(E) any evidence considered at
the hearing; and
(F) the transcript of the hearing
and any corrections thereto.
(8)[(7)] Custodian of the Record
The custodian of the record shall
be the Office of General Counsel
of NASD Regulation.
(9)[(8)] Evidence Not Admitted
Evidence that is proffered but not
admitted during the hearing shall
not be part of the record, but
shall be retained by the
custodian of the record until the
date when the Association’s
decision becomes final or, if
applicable, upon the conclusion
of any review by the Commission
or the federal courts.
(10)[(9)] Recommendation
On the basis of the record, the
Hearing Panel shall present a
recommended decision in writing
on the request for relief to the

Statutory Disqualification
Committee. After considering the
record and recommendation of
the Hearing Panel, the Statutory
Disqualification Committee shall
present its recommended
decision in writing to the National
Adjudicatory Council [not later
than seven days before the
meeting of the National
Adjudicatory Council at which the
eligibility proceeding shall be
considered].
(b) Decision
(1) Decision of the National
Adjudicatory Council
After considering all matters
presented in the request for
relief, the Statutory
Disqualification Committee’s
recommended decision, the
public interest, and the protection
of investors, the National
Adjudicatory Council may grant
or deny the request for relief,
and, if relief is granted, impose
conditions on the disqualified
member, sponsoring member,
and/or [its current or prospective
associated] disqualified person,
as the case may be. At any time
prior to the issuance of its
recommendation, the National
Adjudicatory Council may order
the Parties to supplement the
record with any additional
information that the National
Adjudicatory Council deems
necessary. Alternatively, the
National Adjudicatory Council
may remand the eligibility
proceeding. The National
Adjudicatory Council shall
prepare a proposed written
decision pursuant to
subparagraph (2).
(2) Contents of Decision
The decision shall include:
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(A) No Change
(B) No Change
(C) a statement in support of
the disposition of the request
for relief, which, if granted,
includes any of the applicable
elements under SEC Rule 19h1(e) and a description of any
conditions that are imposed on
the disqualified member,
sponsoring member, or
disqualified [and current or
prospective associated] person,
as the case may be.
(3) Issuance of Decision After
Expiration of Call for Review
Period
The National Adjudicatory
Council shall provide its
proposed written decision to the
NASD Board. The NASD Board
may call the eligibility proceeding
for review pursuant to Rule 9525
[9524]. If the NASD Board does
not call the eligibility proceeding
for review, the proposed written
decision of the National
Adjudicatory Council shall
become final, and the National
Adjudicatory Council shall serve
its written decision on the
disqualified member, sponsoring
member, and/or [the current or
prospective associated]
disqualified person, as the case
may be, and the Department of
Member Regulation pursuant to
Rules 9132 and 9134. [The
decision shall be effective upon
service.] The decision shall
constitute final action of the
Association, unless the National
Adjudicatory Council remands
the eligibility proceeding. A
decision to deny re-entry or
continued association shall be
effective immediately. A decision
to approve shall be effective after
the Commission issues an
acknowledgment letter or, in
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cases involving Commission
ordered sanctions, an order.

9525[9524]. Discretionary
Review by the NASD Board
(a) – (c) No Change
(d) Decision of NASD Board,
Including Remand
After review, the NASD Board may
affirm, modify, or reverse the
proposed written decision of the
National Adjudicatory Council.
Alternatively, the NASD Board may
remand the eligibility proceeding
with instructions. The NASD Board
shall prepare a written decision that
includes all of the elements
described in Rule 9524(b)(2)
[9523(b)(2)].
(e) Issuance of Decision
The NASD Board shall issue and
serve its written decision on the
disqualified member, sponsoring
member, and/or disqualified [the
current or prospective associated]
person, as the case may be, and
the Department of Member
Regulation pursuant to Rules 9132
and 9134. The decision shall [be
effective upon service. The decision
shall] constitute the final action of
the Association, unless the NASD
Board remands the proceeding. A
decision to deny re-entry or
continued association shall be
effective immediately. A decision to
approve shall be effective after the
Commission issues an
acknowledgment letter or, in cases
involving Commission-ordered
sanctions, an order.

9526[9525]. Expedited Review
(a) Direction by Executive
Committee
Notwithstanding Rules [9523 and]
9524 and 9525, the NASD Board

Executive Committee, upon request
of the Statutory Disqualification
Committee, may direct an
expedited review of a
recommended written decision of
the Statutory Disqualification
Committee if the NASD Board
Executive Committee determines
that expedited review is necessary
for the protection of investors.
(b) Call for Review Period – No
Change
(c) No Call for Review
If no Governor calls the proceeding
for review within the time
prescribed, the decision shall
become final, and the Statutory
Disqualification Committee shall
serve the decision on the
disqualified member, sponsoring
member, and/or disqualified [the
current or prospective associated]
person, as the case may be, and
the Department of Member
Regulation pursuant to Rules 9132
and 9134. The decision shall [be
effective upon service and shall]
constitute final action of the
Association. The decision shall be
effective upon approval by the
Commission.
(d) Call for Review
If a Governor calls the eligibility
proceeding for review within the
prescribed time, a review panel
shall meet and conduct a review
not later than 14 days after the call
for review. The review panel shall
be composed of the NASD Board
Executive Committee, except that
the Governor who calls the
proceeding for review shall serve
on the review panel in lieu of a
member of the Executive
Committee who has the same
classification (Industry, NonIndustry, or Public) as such
Governor. The review panel may
affirm, modify, or reverse the
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recommended written decision of
the Statutory Disqualification
Committee or remand the eligibility
proceeding with instructions. The
review panel shall prepare, issue,
and serve its decision pursuant to
Rule [9524] 9525(d) and (e).

9527[9526]. Application to
Commission for Review –
No Change
9530. Suspension or
Cancellation for Failure to Pay
Dues, Fees and Other
Charges
9531. Notice
(a) Notice – No Change
(b) Service of Notice
Association staff shall serve the
notice via personal service, [by]
facsimile or overnight [commercial]
courier and shall file a copy of the
notice with the Office of Hearing
Officers.
(c) Effective Date of Notice – No
Change

9532. Hearing
(a) Request for Hearing – No
Change
(b) Hearing Procedures
(1) – (3) No Change
(4) Transmission of Documents
Not later than seven days before
the hearing, the NASD Treasurer
shall serve the member or
person associated with a
member via overnight
[commercial] courier with all
documents that were considered
in connection with the decision to
issue a notice under Rule 9531
August 2000
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and provide copies of the same
to the Hearing Officer.
(5) – (11) No Change

9535. Termination of
Suspension
A suspended member or person
may file a written request for
termination of the suspension on
the ground of full compliance with
the notice issued under Rule 9531
or, if applicable, the conditions of a
decision under Rule 9533, with the
Office of Hearing Officers. The
Office of Hearing Officers shall
respond to the request in writing
within five days after receipt of the
request. The Office of Hearing
Officers shall send the written
response via overnight
[commercial] courier or facsimile.

9540. Failure to Provide
Information or Meet the
Eligibility and Qualification
Standards
9541. Notice
(a) Notice to Member for Failure to
Provide Information

If a person associated with a
member fails to provide any
information, report, material, data,
or testimony requested or required
to be filed pursuant to the NASD
By-Laws or the Rules of the
Association, the Association staff
may provide written notice to such
person specifying the nature of the
failure and stating that the failure to
take corrective action within 20
days after service of the notice
constitutes grounds for suspending
the association of the person with
the member.
(c) Notice to Member for Failure to
Meet the Eligibility and Qualification
Standards
If a member becomes ineligible for
continuance in membership
because it does not meet the
eligibility and qualification
standards set forth in Article III of
the By-Laws, the Association staff
may provide written notice to such
member stating that the failure to
become eligible for continuance in
membership within 20 days after
service of the notice constitutes
grounds for cancellation of
membership.
(d) Service of Notice

If a member fails to provide any
information, report, material, data,
or testimony requested or required
to be filed pursuant to the NASD
By-Laws or the Rules of the Association, or fails to keep its membership application or supporting
documents current, the Association
staff may provide written notice to
such member specifying the nature
of the failure and stating that the
failure to take corrective action
within 20 days after service of the
notice constitutes grounds for suspension of membership.
(b) Notice to Person Associated
with Member for Failure to Provide
Information

The Association staff shall serve
the member or person associated
with a member with such notice via
personal service or overnight
courier or by facsimile at the
location described in Rule 9134(b).
Service by overnight courier shall
be accomplished by sending the
papers through an overnight courier
service that generates a written
confirmation of receipt or of
attempts at delivery.
(e) Effective Date of Notice
A notice issued and served under
this Rule shall become effective 20
days after the date of service of the
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notice, unless stayed by a request
for a hearing pursuant to Rule
9542(a).

9542. Hearing
(a) Request for Hearing
Within five days after the date of
service of a notice issued under
Rule 9541, the member or person
served with such notice may file
with the Office of Hearing Officers a
written request for a hearing. The
request shall state with specificity
why the member or person believes
that the notice should be set aside.
The request for the hearing shall
stay the effective date of the notice.
(b) Hearing Procedures
(1) Appointment of Hearing Panel
If a hearing is requested, based
upon a notice issued under Rule
9541(a) or (b), the Chief Hearing
Officer shall assign a Hearing
Officer to preside over the
matter, and appoint Panelists
pursuant to Rules 9231 and 9232
to the Hearing Panel. As soon as
practicable after the assignment,
the Chief Hearing Officer shall
serve the Parties with notice of
the Hearing Panel. Recusals and
disqualifications of Hearing
Officers and Hearing Panels shall
be governed by Rules 9233 and
9234.
(2) Appointment of a Hearing
Officer
If a hearing is requested, based
upon a notice issued under Rule
9541(c), the Chief Hearing
Officer shall assign a Hearing
Officer to conduct the hearing. As
soon as practicable after the
assignment, the Chief Hearing
Officer shall serve the Parties
with notice of the Hearing Officer.
Recusals and disqualifications of
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Hearing Officers shall be
governed by Rule 9233.

of the same to the Hearing
Officer.

(3) Parties

(8) Witnesses

The Parties shall be the member
or person to whom the notice
was issued and the head of the
department or office that issued
the notice under Rule 9541.

A person who is subject to the
jurisdiction of the Association
shall testify under oath or
affirmation. The oath or
affirmation shall be administered
by a court reporter or a notary
public.

(4) Time of Hearing

issue a notice under Rule 9541,
the notice issued under Rule
9541, the request for hearing
filed under Rule 9542, the
transcript of the hearing, and
each document or other item of
evidence presented to or
considered by the Hearing Panel.
The Office of Hearing Officers
shall be the custodian of the
record.
(12) Evidence Not Admitted

The hearing shall be held within
45 days after the date of service
of the notice under Rule 9541.
Not later than seven days before
the hearing, the Hearing Officer
shall serve the Parties with
written notice of the date and
time of the hearing.
(5) Transmission of Documents
Not later than seven days before
the hearing, the head of the
department or office that issued
the notice under Rule 9541 shall
serve the member or person
associated with a member, either
personally or via overnight
courier, with all documents that
were considered in connection
with the decision to issue a
notice under Rule 9541 and
provide copies of the same to the
Hearing Officer.
(6) Counsel
The Parties may be represented
by counsel at a hearing
conducted under this Rule.
(7) Evidence
Formal rules of evidence shall
not apply to a hearing under this
Rule. Not later than four days
before the hearing, the Parties
shall exchange copies of
proposed hearing exhibits and
witness lists and provide copies

(9) Additional Information
At any time during its
consideration, the Hearing
Officer may direct the Parties to
submit additional information.
Any additional information
submitted shall be provided
promptly to all Parties at least
one business day before the
Hearing Panel renders its
decision.

Evidence that is proffered but not
admitted during the hearing shall
not be part of the record, but
shall be retained by the
custodian of the record until the
date when the Association’s
decision becomes final or, if
applicable, upon the conclusion
of any review by the Commission
or the federal courts.
(13) Failure to Appear at Hearing

(10) Transcript
The hearing shall be recorded
and a transcript prepared by a
court reporter. A Party may
purchase a copy of the transcript
from the court reporter at
prescribed rates. A witness may
purchase a copy of the transcript
of his or her own testimony from
the court reporter at prescribed
rates. Proposed corrections to
the transcript may be submitted
by affidavit to the Hearing Officer
within a reasonable time
determined by the Hearing
Officer. Upon notice to the
participants in the hearing, the
Hearing Officer may order
corrections to the transcript as
requested or sua sponte.
(11) Record
The record shall consist of all
documents that were considered
in connection with the decision to
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If a member or person fails to
appear at a hearing for which he
has notice, the Hearing Officer
may dismiss the request for a
hearing as abandoned, and the
notice issued under Rule 9541
shall become final. Upon a
showing of good cause, the
Hearing Officer may withdraw a
dismissal entered pursuant to
this subparagraph.

9543. Decision
(a) Failure to Provide Information
The Hearing Panel may impose any
fitting sanction, including fines,
suspensions, expulsions and bars,
based upon the failure to provide
any information, report, material,
data, or testimony requested or
required to be filed pursuant to the
NASD By-Laws or the Rules of the
Association, or failure to keep a
membership application or

August 2000

411

NASD Notice to Members 00-56
supporting documents current. The
Hearing Panel shall prepare a
written decision, and if the Hearing
Panel determines that a sanction
should be imposed, the written
decision shall state the grounds for
the sanction, and in the case of a
suspension, the conditions for
terminating the suspension. A Party
sanctioned under this Rule will
have the right to appeal such a
decision to the National
Adjudicatory Council, and the
decision will be subject to an NASD
Board call for review, in accordance
with the Rule 9300 Series. If not
timely appealed or called for
review, the Hearing Panel decision
shall constitute final disciplinary
action of the Association for
purposes of SEC Rule 19d-1(c)(1).
(b) Failure to Meet the Eligibility
and Qualification Standards
The Hearing Officer may cancel the
membership of any member who is
ineligible for continuance in
membership because it does not
meet the eligibility and qualification
standards set forth in Article III of
the By-Laws. The Hearing Officer
shall prepare a written decision,
and if the Hearing Officer
determines that a cancellation

should be imposed, the written
decision shall state the grounds for
the cancellation. A member
canceled under this Rule will have
the right to appeal such a decision
to the National Adjudicatory
Council, and the decision will be
subject to an NASD Board call for
review, in accordance with the Rule
9300 Series. If not timely appealed
or called for review, the Hearing
Officer decision shall constitute final
disciplinary action of the
Association for purposes of SEC
Rule 19d-1(c)(1).

9544. Defaults
Respondents may file motions for
reinstatement with the head of the
department that issued the original
pre-suspension notice under Rules
9541(a) or (b) within six months of
the date of the original presuspension notice. If such a motion
is filed, a Hearing Panel will be
convened under Rule 9542, and the
Hearing Panel may impose any
fitting sanction. Respondents who
are suspended pursuant to Rules
9541(a) or (b) and who fail to
request hearing to challenge the
suspensions within six months of
receipt of the pre-suspension notice
issued under Rules 9541(a) or (b)
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will automatically be barred or
expelled.

9545. Notice to Membership
The Association shall provide
notice of a suspension, expulsion,
cancellation, or bar under this Rule
Series and the grounds therefor in
the next membership supplement.

9546. Copies of Notices and
Decisions to Member
A copy of a notice or decision under
the Rule 9540 Series that is served
on a person associated with a
member shall be served on such
member.

9547. Other Action Not
Foreclosed
Action by the Association under the
Rule 9540 Series shall not
foreclose action by the Association
under any other Rule.
© 2000, National Association of Securities Dealers,
Inc. (NASD). All rights reserved. Notices to Members attempt to present information to readers in a
format that is easily understandable. However,
please be aware that, in case of any misunderstanding, the rule language prevails.
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INFORMATIONAL

FIPS Changes
Fixed Income Pricing
System Additions,
Changes, And Deletions
As Of July 20, 2000
SUGGESTED ROUTING
The Suggested Routing function is meant to
aid the reader of this document. Each NASD
member firm should consider the appropriate
distribution in the context of its own
organizational structure.

• Corporate Finance
• Legal & Compliance
• Municipal/Government Securities
• Operations
• Senior Management
• Trading & Market Making

KEY TOPIC
• FIPS

As of July 20, 2000, the following bonds were added to the Fixed Income
Pricing SystemSM (FIPS ).
®

Symbol

Name

Coupon

Maturity

CHCG.GE
CHCG.GF
CLBL.GC
COVD.GC

Charter Comm Hldgs Cap Corp.
Charter Comm Hldgs Cap Corp.
Classic Cable Inc.
Covad Communications Group
Ser B
IMPSAT Fiber Networks Inc.
Leap Wireless Intl Inc.
Leap Wireless Intl Inc.
Level 3 Communications Inc.
Level 3 Communications Inc.
Mrs. Fields Holding Inc.
Netlink Communications Inc.
Netlink Communications Inc.
NorthPoint Comm Group Inc.
Owens Corning
Owens Corning
Owens Corning
Owens Corning
Owens Corning
Pulte Corp.
Pulte Corp.
Pulte Corp.
Pulte Corp.
Park Place Entertainment Corp.
Precision Partners Inc.
TIG Holdings Inc.
Ubiquitel Oper Co.
UNOVA Inc.
UNOVA Inc.
Voicestream Wire Holdings

11.750
10.250
10.500

01/15/10
01/15/10
03/01/10

12.000
13.750
12.500
14.500
11.000
12.875
14.000
12.125
10.500
12.875
7.700
7.500
7.000
8.875
9.375
7.000
8.375
7.300
7.625
9.375
12.000
8.125
14.000
7.000
6.875
11.500

02/15/10
02/15/05
04/15/10
04/15/10
03/15/08
03/15/10
12/01/05
12/01/09
12/01/09
02/15/07
05/01/08
08/01/18
03/15/09
06/01/02
06/01/12
12/15/03
08/15/04
10/24/05
10/15/17
02/15/07
03/15/09
04/15/05
04/15/10
03/15/08
03/15/05
09/15/09

IMPT.GC
LWIN.GA
LWIN.GB
LVLT.GC
LVLT.GD
MFLG.GA
NXLK.GG
NXLK.GH
NPNT.GA
OWC.GB
OWC.GC
OWC.GD
OWNC.GA
OWNC.GB
PHM.GA
PHM.GB
PHM.GC
PHM.GD
PPE.GB
PRCI.GA
TIGH.GA
UBQT.GA
UNA.GA
UNA.GB
VSTR.GC
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As of July 20, 2000, the following bonds were deleted from FIPS.
Symbol

Name

ADLA.GI
CBBT.GA
CBMM.GA
CNDC.GA
CVLD.GA
ENU.GB
GH.GA
GNSF.GA
GRAI.GA
HMWW.GA
JAII.GA
JCAC.GA
KOCH.GA
MSTR.GB
MT.GA
NMK.GD
NPAC.GA
PRS.GA
RENC.GB
SLT.GA
STOT.GA
TXET.GA
USMR.GA
WJIM.GD

Adelphia Communications Corp.
CBT Corp.
Centrust Savings Bank Miami FL
Condec Corp.
Clev El Illum/Toledo Ed Co.
Enquirer/Star Inc.
General Host Corp.
GNS Finance Corp.
Great American Indus Inc.
HMW Ind Inc.
Johnstown America Indus Inc.
JCAC Inc.
Koch R N Inc.
Majestic Star Casino LLC
Meditrust Corp.
Niagara Mohawk Power Corp.
Northern Pacific Corp.
Presidio Oil Co.
Renco Metals Inc.
Salant Corp.
Stotler Group Inc.
Texas Eastern Corp.
United Stationers Supply Co.
Walter Jim Corp.

Coupon

Maturity

10.250
7.625
15.875
10.000
7.190
0.000
7.000
4.812
11.750
8.000
11.750
10.125
12.750
12.750
7.375
7.250
13.750
13.250
12.000
13.375
8.500
10.700
12.750
9.500

07/15/00
01/15/98
05/15/00
04/15/97
07/01/00
05/15/97
02/01/94
03/15/94
01/15/94
05/01/01
08/15/05
06/15/06
09/15/95
05/15/03
07/15/00
10/01/02
06/15/97
02/15/99
07/15/00
08/15/95
08/01/95
12/01/95
05/01/05
04/01/16

As of July 20, 2000, changes were made to the symbols of the following FIPS bonds.
New Symbol

Old Symbol

Name

Coupon

Maturity

KG.GA
LFIN.GA

KING.GA
LO.GA

King Pharmaceuticals
Local Financial Corp.

10.750
11.000

02/15/09
09/08/04

As of July 20, 2000, changes were made to the names of the following FIPS bonds.
Symbol

New Name

Old Name

Coupon

Maturity

IMPT.GA
IMPT.GB

IMPSAT Fiber Networks Inc.
IMPSAT Fiber Networks Inc.

Impsat Corp.
Impsat Corp.

12.125
12.375

07/15/03
07/15/03

All bonds listed above are subject to trade-reporting requirements. Questions pertaining to FIPS trade-reporting
rules should be directed to Patricia Casimates, Market Regulation, NASD RegulationSM, at (301) 590-6447.
®

Any questions regarding the FIPS master file should be directed to Cheryl Glowacki, Nasdaq Market Operations,
at (203) 385-6310.
© 2000, National Association of Securities Dealers, Inc. (NASD). All rights reserved.
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INFORMATIONAL

Labor Day: Trade Date—Settlement Date Schedule
®

Trade Date—
Settlement Date
Labor Day: Trade Date—
Settlement Date
Schedule
SUGGESTED ROUTING
The Suggested Routing function is meant to
aid the reader of this document. Each NASD
member firm should consider the appropriate
distribution in the context of its own
organizational structure.

• Internal Audit
• Legal & Compliance
• Municipal/Government Securities
• Operations
• Trading & Market Making

KEY TOPIC

The Nasdaq Stock Market and the securities exchanges will be closed on
Monday, September 4, 2000, in observance of Labor Day. “Regular way”
transactions made on the business days noted below will be subject to the
following schedule:
Trade Date

Settlement Date

Reg. T Date*

Aug. 29

Sept. 1

Sept. 6

30

5

7

31

6

8

Sept. 1

7

11

4

Markets Closed

—

5

8

12

*Pursuant to Sections 220.8(b)(1) and (4) of Regulation T of the Federal Reserve Board, a
broker/dealer must promptly cancel or otherwise liquidate a customer purchase transaction in
a cash account if full payment is not received within five business days of the date of purchase or, pursuant to Section 220.8(d)(1), make application to extend the time period specified. The date by which members must take such action is shown in the column titled “Reg. T
Date.”

© 2000, National Association of Securities Dealers, Inc. (NASD). All rights reserved.

• Holiday Trade Date—Settlement
Date Schedule
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A Collection Worth
Noticing . . .
Notices to Members Bound Volumes
1999 Edition Now Available! You can purchase any individual Notices to Members bound
volume, including the 1999 edition, a two-volume set, for just $100! The complete 10-year set
(1990-1999) is available for only $500. To order, call NASD MediaSource at (301) 590-6142.
®

Why a bound edition? Even the most efficient of brokerage houses has difficulty maintaining
complete, unmarked, untorn copies of each edition of Notices to Members. And when you need to
check a back issue for an important reference, you can almost guarantee that’s the issue someone
borrowed and forgot to return. With the bound collection, that’s no longer a problem. The full-year’s
complete set of Notices to Members is always together, right there at your fingertips.
Easy to use. Each bound volume contains a table of contents and subject index that make it a
very handy resource tool. No more trying to remember what month contained the Notices you
need to support a position or meet a tight deadline.
Saves space. Each volume is
about an inch thick, taking up
less of your valuable shelf
space than any three-ring
binder you may have used to
store your monthly Notices.
The complete set of bound
volumes makes an attractive,
useful addition to your
reference library.
Ordering Information. To
order the 1999 bound volume
(or the 10-year set), simply
call NASD MediaSource at
(301) 590-6142.

Disciplinary
Actions

NASD Regulation, Inc. (NASD
Regulation ) has taken disciplinary
actions against the following firms
and individuals for violations of
National Association of Securities
Dealers, Inc. (NASD ) rules; federal
securities laws, rules, and regulations; and the rules of the Municipal
Securities Rulemaking Board
(MSRB). The information relating to
matters contained in this Notice is
current as of the end of July 24,
2000.
SM

®

Disciplinary Actions
Reported For August

Firm Expelled, Individuals
Sanctioned
R.D. White & Co., Inc. (CRD
#7011, New York, New York),
Louis Joseph Pagano (CRD
#355121, Registered Principal,
Staten Island, New York), and
John Robert Piscopo (CRD
#1288437, Registered Principal,
Staten Island, New York)
submitted an Offer of Settlement in
which the firm was expelled from
NASD membership, fined
$100,000, and ordered to pay
$400,129.92 in restitution to public
customers. Pagano and Piscopo
were each suspended from
association with any NASD
member in any capacity for two
years and barred from association
with any NASD member as Series
24 principals with the right to
reapply after five years. In addition,
Pagano was fined $50,000 and
Piscopo was fined $100,000.
Without admitting or denying the
allegations, the respondents consented to the described sanctions
and to the entry of findings that the
firm, acting through Pagano and
Piscopo, dominated and controlled
the markets for securities such that
there was no independent competitive market for those securities. The
NASD found that, as a result, the
firm, acting through Pagano and
Piscopo, failed to determine mark-
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downs on the basis of the firm’s
contemporaneous sales prices to
other broker/dealers for markets
that it dominated and controlled
and, instead, charged retail customers markdowns in excess of the
firm’s contemporaneous sales
prices. In addition, the NASD found
that the firm, acting through Pagano
and Piscopo, failed to disclose to
public customers that the prices at
which the firm was engaging in
these transactions were not reasonably related to the prevailing market
price of these securities. The findings stated that the firm, acting
through Pagano and Piscopo,
induced the purchase or sale of
securities by means of manipulative, deceptive, or other fraudulent
devices or contrivances; made
untrue statements of material fact;
omitted material facts necessary to
make the statements not misleading; or engaged in acts which operated as a fraud upon persons.
The NASD also found that the firm,
acting through Pagano and Piscopo, engaged in special selling
efforts and methods to further the
distribution of securities including
paying its registered representatives gross sales credits that were
higher than those the representatives received for selling all other
securities. Moreover, the respondents, while acting as a distribution
participant, bid for, purchased, or
attempted to induce persons to bid
for or purchase a security that was
the subject of a distribution during
its participation in the distribution. In
addition, the firm, acting through
Pagano, in a public offering without
documents or information having
been filed and reviewed by the
NASD, commenced an offering
prior to the NASD providing an
opinion, failed to disclose all items
of underwriting compensation, and
received approximately
$1,628,885.88 in undisclosed
underwriter’s compensation. FurAugust 2000
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thermore, the respondents failed to
establish and maintain written
supervisory procedures reasonably
designed to achieve compliance
with applicable securities laws, regulations, and NASD rules.

business on August 1, 2000.
Gambill’s suspension began July 3,
2000, and concluded at the close of
business on July 24, 2000. (NASD
Case #CAF000022)

Pagano’s and Piscopo’s
suspensions will begin August 21,
2000, and will conclude at the close
of business on August 20, 2002.
(NASD Case #CAF990007)

Firms And Individuals Fined

Firm Fined, Individuals
Sanctioned
First Union Securities, Inc. (CRD
#19616, Charlotte, North
Carolina), James Fellin Losty
(CRD #1450619, Registered
Representative, Radnor,
Pennsylvania) and Mark Mintford
Gambill (CRD #217179,
Registered Principal, Richmond,
Virginia) submitted a Letter of
Acceptance, Waiver, and Consent
in which the firm was censured and
fined $350,000; Losty was fined
$50,000 and suspended from
association with any NASD member
in any capacity for 30 days; and
Gambill was fined $25,000 and
suspended from association with
any NASD member in a supervisory
capacity for 15 business days.
Without admitting or denying the
allegations, the respondents
consented to the described
sanctions and to the entry of
findings that the firm, acting through
Losty, caused its books and records
to fail to reflect accurately finder’s
fee payments to another member
firm for municipal securities
transactions. The NASD also found
that Gambill failed to take adequate
steps to supervise Losty or the
activities of the firm’s public finance
group or to institute appropriate
procedures to prevent violations
from continuing.
Losty’s suspension began July 3,
2000, and concluded at the close of

Credit Research & Trading LLC
(CRD #28830, Greenwich,
Connecticut) and James Edward
Kjorlien (CRD #846144,
Registered Principal, New
Canaan, Connecticut) submitted a
Letter of Acceptance, Waiver, and
Consent (AWC) in which they were
censured and fined $10,000, jointly
and severally. The firm was also
fined an additional $2,000 and
required to revise its written
supervisory procedures within 60
days of acceptance of this AWC by
the National Adjudicatory Council
(NAC). Without admitting or
denying the allegations, the firm
and Kjorlien consented to the
described sanctions and to the
entry of findings that the firm failed
to identify order tickets of
aggregated transactions in Nasdaq
National Market securities in a
manner directed by the NASD and
aggregated individual orders of
10,000 shares or more. The
findings also stated that the firm,
acting through Kjorlien, failed to
establish, maintain, and enforce
written supervisory procedures
reasonably designed to achieve
compliance with applicable
securities laws, regulations, and
NASD rules applicable to trade
reporting. (NASD Case
#C11000012)
®

D.E. Frey & Company, Inc. (CRD
#23595, Denver, Colorado) and
Dale Edward Frey (CRD #214215,
Registered Principal, Englewood,
Colorado) submitted a Letter of
Acceptance, Waiver, and Consent
in which they were censured and
fined $10,000, jointly and severally.
The firm was fined an additional
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$2,000. Without admitting or
denying the allegations, the firm
and Frey consented to the
described sanctions and to the
entry of findings that they, together
with a former principal of the firm,
represented in an offering
memorandum for a private
placement that investor funds would
be returned if 500 units were not
sold without stating a specified time
by which the units must be sold.
The findings also stated that the
firm and Frey twice modified the
minimum sales contingency during
the course of the offering without
returning the subscription payments
already received and recommenced
the offering on the basis of the new
contingency. In addition, the NASD
found that the firm permitted
investor funds deposited in the
escrow account for an offering to be
invested in a manner not permitted
for such funds. (NASD Case
#C3A000023)
Fletcher and Faraday, Inc. (CRD
#29769, Hempstead, New York),
Kirk John Graham (CRD
#1861660, Registered Principal,
West Hempstead, New York) and
Yury Sapir (CRD #2161448,
Registered Principal, Brooklyn,
New York) submitted a Letter of
Acceptance, Waiver, and Consent
in which the firm and Graham were
censured and fined $17,500, jointly
and severally, and firm and Sapir
were censured and fined $23,000,
jointly and severally. Without
admitting or denying the
allegations, the respondents
consented to the described
sanctions and to the entry of
findings that the firm, acting through
Graham and Sapir, failed to report
statistical and summary information
regarding written customer
complaints received by the firm to
the NASD and failed to file
summary reports for written
customer complaints. The findings
also stated that the firm, acting
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through Graham, failed to employ a
qualified and registered financial
and operations principal. In
addition, the NASD found that the
firm, acting through Graham and
Sapir, failed to prepare, maintain,
and enforce written supervisory
procedures that addressed
registration, continuing education,
and annual compliance meetings.
The firm, acting through Sapir,
failed to provide any Firm Element
Continuing Education for its
covered registered persons,
conduct any evaluation of its
training needs, develop a training
plan, or maintain records
documenting its training plan or
completion of training by personnel.
The firm, acting through Sapir, also
failed to conduct annual compliance
meetings with registered personnel.
(NASD Case #C10000113)
Vaughan & Company Securities,
Inc. (CRD #18826, Ridgewood,
New Jersey) and James Daniel
Vaughan, III (CRD #1330813,
Registered Principal, Ridgewood,
New Jersey) submitted a Letter of
Acceptance, Waiver, and Consent
in which they were censured and
fined $11,000, jointly and severally.
Without admitting or denying the
allegations, the respondents
consented to the described
sanctions and to the entry of
findings that they allowed an
individual to act as a general
securities principal of the firm when
that individual was not registered in
that capacity. The findings also
stated that the firm, acting through
Vaughan, failed to maintain written
supervisory procedures, complete
an annual training needs analysis,
and develop and implement a
written training plan so as to
achieve compliance with the Firm
Element of the Continuing
Education rules. Furthermore, the
NASD determined that the firm,
acting through Vaughan, failed to
maintain written supervisory

procedures, or adequate
supervisory procedures describing
its method of supervision regarding
various significant areas of its
business operations. (NASD Case
#C9B000020)

Firms Fined
Anderson & Strudwick, Inc. (CRD
#48, Richmond, Virginia)
submitted a Letter of Acceptance,
Waiver, and Consent in which the
firm was censured and fined
$10,000. Without admitting or
denying the allegations, the firm
consented to the described
sanctions and to the entry of
findings that associated persons of
the firm served as officers and
directors of publicly traded
companies while the firm made a
market in the companies’ stock and
engaged in purchase and sale
transactions with its customers. The
NASD found that, in connection
with these transactions, the firm
failed on a regular basis to disclose
in writing, at or prior to the
completion of the transaction, the
existence of its control relationship
with the companies. (NASD Case
#C07000038)
Credit Research & Trading LLC
(CRD #28830, Greenwich,
Connecticut) submitted a Letter of
Acceptance, Waiver, and Consent
in which the firm was censured and
fined $10,000. Without admitting or
denying the allegations, the firm
consented to the described
sanctions and to the entry of
findings that it reported transactions
in high yield corporate debt
securities to the Fixed Income
Pricing System (FIPS ) that it was
not required to report. The findings
also stated that the firm failed to
establish, maintain, and enforce
written supervisory procedures
reasonably designed to achieve
compliance with the applicable
rules and regulations, such as
SM
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NASD rules regarding transaction
reporting of high yield corporate
debt securities. (NASD Case
#CMS990104)
Sierra Brokerage Services, Inc.
(CRD #36573, Columbus, Ohio)
submitted a Letter of Acceptance,
Waiver, and Consent in which the
firm was censured and fined
$15,000, of which $5,000 shall be
fined jointly and severally with an
individual. Without admitting or
denying the allegations, the firm
consented to the described
sanctions and to the entry of
findings that it failed to report to the
Automated Confirmation
Transaction Service (ACT )
transactions in OTC equity
securities within 90 seconds of
execution and failed to append the
appropriate modifier to an OTC
equity transaction after 4 p.m. The
findings also stated that the firm
failed to memorialize the correct
time of execution and time of entry
on order tickets, and failed to
establish, maintain, and enforce
written supervisory procedures
reasonably designed to achieve
compliance with applicable
securities laws, regulations, and
NASD rules with respect to trading
and market-making activities.
(NASD Case #C8A000036)
SM

SM

SunAmerica Capital Services,
Inc. (CRD #13158, New York, New
York) submitted a Letter of
Acceptance, Waiver, and Consent
in which the firm was censured,
fined $75,000, and required to
revise its written supervisory
procedures. The revised
procedures should be submitted to
the NASD within 60 days of
acceptance of this AWC by the
NAC. Without admitting or denying
the allegations, the firm consented
to the described sanctions and to
the entry of findings that it failed to
file Form U-5 filings in a timely
manner. The findings also stated
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that the firm permitted an
unregistered individual and
registered representatives to
conduct a securities business while
their securities industry registrations
were inactive because of their
failure to satisfy the Regulatory
Element of the NASD’s Continuing
Education Program. The firm also
failed to establish, maintain, and
enforce written supervisory
procedures reasonably designed to
achieve compliance with applicable
securities laws, regulations, and
NASD rules regarding the
processing of registration
applications and terminations and
compliance with the Regulatory
Element. In addition, the NASD
found that the firm’s supervisory
system failed to provide sufficient
checks and balances to ensure
compliance with the above areas.
(NASD Case #C11000014)
WMA Securities, Inc. (CRD
#32625, Duluth, Georgia)
submitted a Letter of Acceptance,
Waiver, and Consent in which the
firm was fined $125,000 and
required to retain, within 30 days,
an outside consultant to perform
four periodic reviews of the firm’s
compliance with NASD Rule
3070(c). Without admitting or
denying the allegations, the firm
consented to the described
sanctions and to the entry of
findings that it failed to report
statistical and summary information
regarding customer complaints to
the NASD. The findings also stated
that the firm failed to establish,
maintain, and enforce procedures
reasonably designed to ensure that
the firm reported customer
complaints to the NASD. (NASD
Case #CAF000024)

Individuals Barred Or
Suspended
Jere Locke Beasley, Jr., (CRD
#1593313, Registered Supervisor,
Montgomery, Alabama) submitted
a Letter of Acceptance, Waiver, and
Consent in which he was barred
from association with any NASD
member in any capacity. Without
admitting or denying the
allegations, Beasley consented to
the described sanction and to the
entry of findings that he executed
unauthorized purchase and sale
transactions in the account of a
public customer. (NASD Case
#C05000032)
Martin Marvin Berk (CRD #19421,
Registered Principal, Jackson
Heights, New York) submitted an
Offer of Settlement in which he was
barred from association with any
NASD member in any capacity.
Without admitting or denying the
allegations, Berk consented to the
described sanction and to the entry
of findings that he gave false and
misleading information to public
customers regarding his member
firm’s efforts to address their
complaints. The findings also stated
that Berk failed to provide
adequate, reasonable, or
heightened supervision of a
registered person as required by an
agreement with the New York
Attorney General’s Office and the
firm’s compliance manual. (NASD
Case #C10000089)
Timothy George Brew (CRD
#2315278, Registered
Representative, Maplewood, New
Jersey) submitted a Letter of
Acceptance, Waiver, and Consent
in which he was fined $25,000 and
suspended from association with
any NASD member in any capacity
for one year. The fine must be paid
before any application for reentry
into the securities industry will be
considered. Without admitting or
denying the allegations, Brew
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consented to the described
sanctions and to the entry of
findings that he effected and
submitted order tickets for the
purchase of 160,000 shares of
American Depository Receipts,
each of which were purported to
have been effected on a
simultaneous riskless principal
basis, when he knew that the entity
he placed on the order ticket as a
seller was not a party to the
transaction.
Brew’s suspension began July 17,
2000, and will conclude at the close
of business on July 16, 2001.
(NASD Case #C04000025)
Bruce Gregory Buscetto (CRD
#1425416, Registered Principal,
Newtown, Pennsylvania)
submitted an Offer of Settlement in
which he was barred from
association with any NASD member
in any capacity. Without admitting
or denying the allegations, Buscetto
consented to the described
sanction and to the entry of findings
that he disregarded his duty of fair
dealing with public customers.
According to the findings, Buscetto
did not research securities that he
recommended to customers and
misled customers by: making
material misrepresentations,
including price predictions; and
omitting material negative
information during the offer,
purchase, and sale of securities.
(NASD Case #C9B960019)
Heath Anthony Butler (CRD
#2509418, Registered
Representative, New Orleans,
Louisiana) submitted an Offer of
Settlement in which he was barred
from association with any NASD
member in any capacity. Without
admitting or denying the
allegations, Butler consented to the
described sanction and to the entry
of findings that he signed and
delivered investment contracts to
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purchasers that contained
fraudulent and deceptive
misrepresentations regarding the
uses to be made of the invested
funds and the risks of the
investments. The findings also
stated that Butler engaged in
private securities transactions
without prior written notice to, and
approval from, his member firm and
made improper use of the
customers’ funds. (NASD Case
#C05000006)
Craig Alan Chytraus (CRD
#2577574, Registered
Representative, Los Angeles,
California) was fined $40,000 and
suspended from association with
any NASD member in any capacity
for one year. The fine must be paid
before any application for reentry
into the securities industry will be
considered. The sanctions were
based on findings that Chytraus
effected unauthorized purchases
and sales of common stock in the
joint account of public customers.
Chytraus’ suspension began
August 7, 2000, and will conclude
at the close of business on August
6, 2001. (NASD Case
#C02990070)
James Joseph Crimi (CRD
#2432789, Registered
Representative, Brooklyn, New
York) and Joseph Anthony Ricci
(CRD #1446665, Registered
Representative, New York, New
York) submitted Offers of
Settlement in which Crimi was
suspended from association with
any NASD member in any capacity
for three months and Ricci was
suspended from association with
any NASD member in any capacity
for four months. In addition, the
respondents were required to
requalify by examination as general
securities representatives within 90
days. In light of the financial status
of the respondents, no monetary

sanctions have been imposed.
Without admitting or denying the
allegations, the respondents
consented to the described
sanctions and to the entry of
findings that they effected
unauthorized transactions and
solicited customers to purchase
shares in the aftermarket prior to
the effective date of an initial public
offering (IPO). The findings also
stated that Crimi opened an
account and purchased shares
without a public customer’s
permission. In addition, the NASD
found that Ricci failed to disclose
material facts to customer,
conditioned a customer’s right to
purchase IPO units on his agreeing
to purchase shares in the
aftermarket, and made a price
prediction and misrepresentation to
a customer.
Ricci’s suspension began July 17,
2000, and will conclude at the close
of business on November 16, 2000.
Crimi’s suspension will begin
November 20, 2000, and conclude
at the close of business on
February 19, 2001. (NASD Case
#C10970143)
James Patrick Detullio (CRD
#714757, Registered
Representative, Cheshire,
Connecticut) submitted an Offer of
Settlement in which he was fined
$5,000 and suspended from
association with any NASD member
in any capacity for nine months.
The fine is due and payable prior to
reassociation with a member firm or
prior to any request for relief from
any statutory disqualification.
Without admitting or denying the
allegations, Detullio consented to
the described sanctions and to the
entry of findings that he failed to
respond to NASD requests for
information in a timely manner.
Detullio’s suspension began July
17, 2000, and will conclude at the
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close of business on April 16, 2001.
(NASD Case #C11000008)
Laura Chapman Ehrenzeller
(CRD #2804394, Registered
Representative, Titusville,
Florida) was barred from
association with any NASD member
in any capacity. The sanction was
based on findings that Ehrenzeller
submitted a false application for a
deferred variable annuity to her
member firm, forged a public
customer’s signature on a check to
pay for the annuity, and accepted
$10,350 in commissions from the
sale of the annuity under false
pretenses. (NASD Case
#C05990056)
John Edwin Evans (CRD
#1649451, Registered Principal,
Dunwoody, Georgia) was barred
from association with any NASD
member in any capacity and
ordered to pay $19,976.36, plus
interest, in restitution to public
customers. The sanctions were
based on findings that Evans made
false and misleading statements
and impermissible guarantees
against loss to induce customers to
purchase securities. Evans also
failed to respond to NASD requests
for information. (NASD Case
#C07990035)
Martin Yungshu Fang (CRD
#2934646, Registered
Representative, Monterey Park,
California) submitted an Offer of
Settlement in which he was barred
from association with any NASD
member in any capacity. Without
admitting or denying the
allegations, Fang consented to the
described sanction and to the entry
of findings that he executed
unauthorized purchases and sale
transactions in the accounts of
public customers without the
customers’ knowledge and consent
and without written or oral
authorization to exercise discretion
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in the customers’ accounts. Fang
also failed to respond to NASD
requests for information and to
appear at an on-the-record
interview. (NASD Case
#C02000021)
Danny Paul Fletcher (CRD
#2428135, Registered
Representative, Dallas, Texas)
was fined $20,000, suspended from
association with any NASD
member in any capacity for 30
days, and barred from association
with any NASD member in any
capacity. The fine is due and
payable upon reentry into the
securities industry. The sanctions
were based on findings that
Fletcher engaged in outside
business activities and failed to
provide prompt written notice of
such activities to his member firm.
Fletcher also failed to respond to
NASD requests for information.
Fletcher’s suspension began
August 7, 2000, and will conclude
at the close of business on
September 5, 2000. (NASD Case
#C06990024)
Brian Abraham Fried (CRD
#2659427, Registered
Representative, Smithtown, New
York) submitted an Offer of
Settlement in which he was fined
$5,000 and suspended from
association with any NASD
member in any capacity for 30
days. Without admitting or denying
the allegations, Fried consented to
the described sanctions and to the
entry of findings that he falsified the
telephone numbers of public
customers on new account forms.
Fried’s suspension began August 7,
2000, and will conclude at the close
of business on September 5, 2000.
(NASD Case #C10000054)
Richard Joseph Gambale (CRD
#2470972, Registered

Representative, Brooklyn, New
York) submitted a Letter of
Acceptance, Waiver, and Consent
in which he was barred from
association with any NASD
member in any capacity, including
clerical or ministerial functions, and
required to pay $274,500 in
restitution, plus interest, to public
customers. Proof of restitution is
required prior to reassociation with
a member firm or request for relief
from any statutory disqualification.
Without admitting or denying the
allegations, Gambale consented to
the described sanctions and to the
entry of findings that he engaged in
fraudulent conduct in connection
with the offer and sale of securities
by using an offering memorandum
that represented the type of
business in which his member firm
would engage and continued to use
the same memorandum to solicit
investors even though the funds
would not be used as represented.
The findings also stated that
Gambale engaged in private
securities transactions, away from
his member firm, without prior
written notification to, or written
approval from, his member firm.
(NASD Case #C10000108)
Joshua Edward Garfinkle (CRD
#3106267, Registered
Representative, Aventura,
Florida) submitted a Letter of
Acceptance, Waiver, and Consent
in which he was barred from
association with any NASD
member in any capacity. Without
admitting or denying the
allegations, Garfinkle consented to
the described sanction and to the
entry of findings that he made
improper use of a $350 check given
to him by his member firm for
attendance at a seminar. He failed
to pay for the seminar, and,
instead, altered the check by
adding his name as payee and
deposited the funds into his
personal banking account. The
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findings also stated that Garfinkle
failed to respond to NASD requests
for information. (NASD Case
#C11000011)
Patricia Leanora Gill (CRD
#1079696, Registered
Representative, Torrance,
California) was barred from
association with any NASD
member in any capacity. The
sanction was based on findings that
Gill caused public customers’
investment of $281,000 in a mutual
fund to be liquidated and upon
receipt of the liquidation check,
converted the funds to her own use.
Gill also failed to respond to NASD
requests for information. (NASD
Case #C02000001)
Christopher Edwin Grant (CRD
#2752229, Registered
Representative, Raytown,
Missouri) submitted an Offer of
Settlement in which he was fined
$5,000 and suspended from
association with any NASD
member in any capacity for 30
days. The fine must be paid before
any application for reentry into the
securities industry will be
considered. Without admitting or
denying the allegations, Grant
consented to the described
sanctions and to the entry of
findings that, without the knowledge
or approval of a public customer, he
completed a beneficiary
designation on an annuity
application naming himself as the
beneficiary.
Grant’s suspension began July 17,
2000, and will conclude at the close
of business on August 16, 2000.
(NASD Case #C04000007)
Paul Andrew Guercio (CRD
#2571702, Registered
Representative, Clinton Corners,
New York) submitted an Offer of
Settlement in which he was fined
$20,000, suspended from
August 2000

422

association with any NASD
member in any capacity for six
months, and ordered to pay
$13,000 in restitution to public
customers. Payment of the fine and
proof of restitution are required
prior to reassociation with a
member firm following the
suspension or prior to any request
for relief from any statutory
disqualification. Without admitting
or denying the allegations, Guercio
consented to the described
sanctions and to the entry of
findings that, in connection with the
purchase and sale of securities in
the joint account of customers, he
intentionally or recklessly employed
artifices, devices, or schemes to
defraud; made untrue statements of
material fact or omitted material
facts necessary in order to make
statements not misleading; or
engaged in acts, practices, or
courses of business which operated
as a fraud or deceit. The NASD
also found that Guercio failed to
respond to NASD requests for
written information.
Guercio’s suspension began July
17, 2000, and will conclude at the
close of business on January 16,
2001. (NASD Case #C10000026)
Robert Anthony Guidicipietro
(CRD #1588069, Registered
Representative, Staten Island,
New York) submitted an Offer of
Settlement in which he was fined
$40,000, suspended from
association with any NASD
member in any capacity for 18
months, required to requalify as a
general securities representative
before acting in that capacity again,
and required to pay $70,000 in
restitution to public customers. In
addition, if Guidicipietro is
employed by a member firm after
his suspension, he shall not be
permitted to continue such
employment unless the firm has
adopted and implemented

compliance programs and
procedures with respect to
Guidicipietro. Without admitting or
denying the allegations,
Guidicipietro consented to the
described sanctions and to the
entry of findings that he executed
unauthorized transactions in the
accounts of public customers
without their prior knowledge,
authorization, or consent. The
findings also stated that
Guidicipietro failed to execute
customer sell orders or to place a
“stop loss” order on a security. In
addition, the NASD found that
Guidicipietro falsified account
documentation and provided
untruthful, incomplete, misleading,
or inaccurate testimony during an
NASD on-the-record interview.
Guidicipietro’s suspension began
on July 17, 2000, and will conclude
at the close of business on January
16, 2002. (NASD Case
#C10000026)
Barry Charles Honig (CRD
#2362713, Registered
Representative, New York, New
York) submitted a Letter of
Acceptance, Waiver, and Consent
in which he was fined $25,000 and
suspended from association with
any NASD member in any capacity
for 10 business days. Without
admitting or denying the
allegations, Honig consented to the
described sanctions and to the
entry of findings that he sought to
inappropriately coordinate a trade
report to ACT with another market
participant as two separate trades
instead of one.
Honig’s suspension began July 3,
2000, and concluded at the close of
business on July 17, 2000. (NASD
Case #CMS000118)
Jon Allison Horton (CRD
#2377125, Registered
Representative, Cleveland, North
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Carolina) submitted a Letter of
Acceptance, Waiver, and Consent
in which he was barred from
association with any NASD
member in any capacity. Without
admitting or denying the
allegations, Horton consented to
the described sanction and to the
entry of findings that, in his capacity
as church treasurer, he converted
approximately $50,000 in church
funds to his own use. (NASD Case
#C07000045)
Charles Marvin Hunsel (CRD
#2993883, Registered
Representative, Wentzville,
Missouri) submitted a Letter of
Acceptance, Waiver, and Consent
in which he was fined $5,000 and
suspended from association with
any NASD member in any capacity
for 60 days. The fine must be paid
before any application for reentry
into the securities industry will be
considered. Without admitting or
denying the allegations, Hunsel
consented to the described
sanctions and to the entry of
findings that he participated in a
private securities transaction
without giving prior written notice to,
or receiving written approval from,
his member firm.
Hunsel’s suspension began July
17, 2000, and will conclude at the
close of business on September 15,
2000. (NASD Case #C04000022)
Leslie Jay Jacobson (CRD
#1892452, Registered
Representative, Woodbury, New
York) was suspended from
association with any NASD
member in any capacity for two
years and required to requalify in all
capacities. In light of the financial
status of the respondent, no
monetary sanction has been
imposed. The sanctions were
based on findings that Jacobson
engaged in unauthorized trading in
the accounts of public customers
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and exercised discretion in a
customer’s account without written
authority. The findings also stated
that Jacobson effected transactions
in the joint account of public
customers that were excessive in
nature and unsuitable in light of the
customers’ objectives and needs.
Jacobson’s suspension began
August 7, 2000, and will conclude
at the close of business on August
6, 2002. (NASD Case
#C3A970018)
Otto Lee Jarrell (CRD #1564635,
Registered Representative,
Cincinnati, Ohio) submitted a
Letter of Acceptance, Waiver, and
Consent in which he was barred
from association with any NASD
member in any capacity. In light of
the financial status of the
respondent, no monetary sanction
has been imposed. Without
admitting or denying the
allegations, Jarrell consented to the
described sanction and to the entry
of findings that he engaged in
private securities transactions
without providing prior written
notice of his participation to his
member firm. The findings also
stated that Jarrell was in the
business of effecting securities
transactions for the accounts of
others when he was not registered
as a broker/dealer. (NASD Case
#C3A000025)
Andrew Edward Kamer (CRD
#2577269, Registered
Representative, Great Neck, New
York) submitted an Offer of
Settlement in which he was barred
from association with any NASD
member in any capacity. Without
admitting or denying the
allegations, Kamer consented to
the described sanction and to the
entry of findings that he submitted
false or fictitious life insurance
applications. The NASD also found
that Kamer failed to respond to

NASD requests for information.
(NASD Case #C10000074)
Janet Lorraine Keitt (CRD
#2764397, Registered
Representative, Amityville, New
York) submitted an Offer of
Settlement in which she was barred
from association with any NASD
member in any capacity. Without
admitting or denying the
allegations, Keitt consented to the
described sanction and to the entry
of findings that she used forged
withdrawal slips to misappropriate
approximately $47,300 from the
passbook savings accounts of bank
customers without their knowledge,
authorization, or consent. The
findings also stated that Keitt failed
to respond to NASD requests for
information and documentation.
(NASD Case #C10000081)
John F. Kelly (CRD #1445876,
Registered Representative,
Milton, Massachusetts) submitted
a Letter of Acceptance, Waiver, and
Consent in which he was
suspended from association with
any NASD member in any capacity
for six months. In light of the
financial status of the respondent,
no monetary sanction has been
imposed. Without admitting or
denying the allegations, Kelly
consented to the described
sanction and to the entry of findings
that he engaged in the sale of
private securities transactions
without providing prior written
notice to, or receiving approval
from, his member firm. The findings
also stated that Kelly failed to
disclose the existence of a civil
action on his Form U-4.
Kelly’s suspension began August 7,
2000, and will conclude at the close
of business on February 6, 2001.
(NASD Case #C11000013)
Jeffrey Alan Klawitter (CRD
#1439576, Registered
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Representative, Downers Grove,
Illinois) was barred from
association with any NASD
member in any capacity. The
sanction was based on findings that
Klawitter engaged in improper use
of customers’ funds by instructing
public customers to pay $1,550 for
investment services by writing
personal checks to him. Klawitter
accepted and cashed the checks
for his personal use. Klawitter also
failed to respond to NASD requests
for information. (NASD Case
#C8A000006)
Mark Jerome Koetting (CRD
#2277618, Registered
Representative, Norwalk,
Connecticut) submitted a Letter of
Acceptance, Waiver, and Consent
in which he was fined $5,000 and
suspended from association with
any NASD member in any capacity
for 10 business days. The fine must
be paid before any application for
reentry into the securities industry
will be considered. Without
admitting or denying the
allegations, Koetting consented to
the described sanctions and to the
entry of findings that he engaged in
an outside business activity and
received compensation for such
activity without providing prompt
written notification to his member
firm.
Koetting’s suspension began July
17, 2000, and concluded at the
close of business on July 28, 2000.
(NASD Case #C04000023)
Pedro Antonio Lombert (CRD
#3055244, Registered
Representative, Los Angeles,
California) submitted a Letter of
Acceptance, Waiver, and Consent
in which he was suspended from
association with any NASD
member in any capacity for 30
days. In light of the financial status
of the respondent, no monetary
sanction has been imposed.
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Without admitting or denying the
allegations, Lombert consented to
the described sanction and to the
entry of findings that he completed
a Form U-4 for his member firm and
failed to disclose a felony charge.
Lombert’s suspension began July
17, 2000, and will conclude at the
close of business on August 16,
2000. (NASD Case #C02000038)
Thomas Salvatore Marinovich,
Jr. (CRD #2112801, Registered
Representative, Greenlawn, New
York) was fined $2,500, suspended
from association with any NASD
member in any capacity for 20
business days for failing to register,
and barred from association with
any NASD member in any capacity
for misrepresentations. The fine is
due and payable prior to reentry in
the securities industry. The
sanctions are based on findings
that Marinovich facilitated and
assisted in implementing a boiler
room scheme at his member firm
by training the firm’s brokers to use
high pressure sales tactics and
misleading sales scripts to solicit
investments in the firm’s house
stocks. Marinovich also promoted
“second trading” in which
customers were aggressively
solicited to purchase a house stock
whether or not it was suitable in
light of the customer’s financial
objectives, needs, and risk profile.
The findings also stated that
Marinovich acted in the capacity of
a principal without being registered
with the NASD as a principal.
Marinovich’s suspension began
August 7, 2000, and will conclude
at the close of business on
September 1, 2000. (NASD Case
#CAF990049)
John Christopher McAfee (CRD
#722940, Registered
Representative, Missoula,
Montana) submitted an Offer of

Settlement in which he was fined
$25,000 and suspended from
association with any NASD
member in any capacity for two
years. The fine shall be due and
payable prior to reassociation with
a member firm following the
suspension. Without admitting or
denying the allegations, McAfee
consented to the described
sanctions and to the entry of
findings that he participated in
private securities transactions
without providing prior written
notice to his member firm.
McAfee’s suspension began August
7, 2000, and will conclude at the
close of business on August 6,
2002. (NASD Case #C3A000014)
Kenneth Charles Meissner (CRD
#601189, Registered
Representative, Fair Oaks Ranch,
Texas) submitted a Letter of
Acceptance, Waiver, and Consent
in which he was barred from
association with any NASD
member in any capacity. Without
admitting or denying the
allegations, Meissner consented to
the described sanction and to the
entry of findings that he participated
in a private securities transaction
and failed to provide written notice
to his member firm describing this
proposed transaction and his role in
it, and whether he had received or
might receive selling compensation
in connection with this transaction.
(NASD Case #C06000010)
Christopher Lee Miano (CRD
#2847056, Registered
Representative, Deerfield Beach,
Florida) submitted an Offer of
Settlement in which he was barred
from association with any NASD
member in any capacity and
ordered to pay $53,704.85, plus
interest, in restitution to public
customers. Proof of restitution with
interest shall be a prerequisite to
any application or request for relief
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from any statutory disqualification.
Without admitting or denying the
allegations, Miano consented to the
described sanctions and to the
entry of findings that he effected
unauthorized transactions in the
accounts of public customers. The
findings also stated that Miano
falsely represented to a customer
that he had effected the purchase
and sale of certain warrants in the
customer’s accounts at a profit,
sent false confirmations of those
transactions, and sent a false
confirmation for a transaction that
had not been effected. Miano also
failed to appear for an on-therecord interview. (NASD Case
#C07000025)
Jeffrey Kenneth Neuman (CRD
#1424613, Registered
Representative, Old Bridge, New
Jersey) submitted a Letter of
Acceptance, Waiver, and Consent
in which he was fined $12,500,
suspended from association with
any NASD member in any capacity
for 60 days, and ordered to
requalify by exam as a general
securities representative prior to
acting again in any capacity
requiring qualification. The fine
shall be due and payable prior to
reassociation with a member firm
following the suspension or prior to
any request for relief from any
statutory disqualification. Without
admitting or denying the
allegations, Neuman consented to
the described sanctions and to the
entry of findings that he executed
the signatures of public customers
without their authorization on to
both: a form to accommodate a
customer’s request to transfer
funds; and a Letter of Authorization
to accommodate a customer’s
request to redeem shares. The
NASD also found that Neuman
reimbursed a customer $2,000 for
surrender fees assessed on the
customer’s account out of his
personal checking account without
August 2000
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his member firm’s knowledge or
consent.
Neuman’s suspension began
August 7, 2000, and will conclude
at the close of business on October
5, 2000. (NASD Case
#C10000097)
Steven Alvin Owsley (CRD
#2715942, Registered Principal,
Marina Del Rey, California) submitted a Letter of Acceptance,
Waiver, and Consent in which he
was barred from association with
any NASD member in any capacity.
Without admitting or denying the
allegations, Owsley consented to
the described sanction and to the
entry of findings that he permitted
an unregistered individual to act as
a branch manager in a principal
capacity. The findings also stated
that Owsley failed to preserve his
member firm’s books and records,
and failed to establish, maintain, or
enforce procedures reasonably
designed to detect and prevent violations of applicable securities laws
and regulations with respect to the
branch office run by the unregistered individual. The NASD found
that Owsley did not adequately
supervise the unregistered individual as Owsley failed to detect and
prevent violations of securities
laws. (NASD Case #C02000019)

Representative, Miami, Florida)
was fined $32,000 and suspended
from association with any NASD
member in any capacity for 10
days. The NAC imposed the
sanctions following appeal of a
Market Regulation Committee
decision issued in November 1998.
The sanctions were based on
findings that Rosen engaged in
anti-competitive harassment of
another market maker by making a
series of telephone calls to the
broker in which he attempted to
harass the broker for engaging in
competitive trading and entering
competitive quotations, and
otherwise attempted to improperly
influence or interfere with the
broker’s competitive activities.
Rosen also made certain
threatening statements to the
broker. The findings also stated that
Rosen backed away from a specific
order another broker placed with
him at his quoted bid or offer for a
Nasdaq SmallCap security.
SM

Rosen’s suspension began August
7, 2000, and will conclude at the
close of business on August 16,
2000. (NASD Case #CMS970027)

Michael Joseph Payne (CRD
#2488328, Registered
Representative, Staten Island,
New York) was barred from
association with any NASD
member in any capacity. The
sanction was based on findings that
Payne failed to pay a $34,168.75
arbitration award and failed to
respond to NASD requests for
information and to provide
documents. (NASD Case
#C10000002)

Vincent Paul Rossetti, Jr. (CRD
#2549502, Registered
Representative, Ozone Park, New
York) submitted a Letter of
Acceptance, Waiver, and Consent
in which he was barred from
association with any NASD
member in any capacity, including
clerical or ministerial functions.
Without admitting or denying the
allegations, Rossetti consented to
the described sanction and to the
entry of findings that he failed to
respond to questions during an
NASD on-the-record interview and
failed to respond to NASD requests
for information and documents.
(NASD Case #C10000098)

Jerome Edward Rosen (CRD
#404216, Registered

Frank Joseph Santoli (CRD
#2732828, Registered
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Representative, Staten Island,
New York) was barred from
association with any NASD
member in any capacity. The
sanction was based on findings that
Santoli entered false information on
a customer’s new account form and
executed transactions in the
account of public customers without
their approval or consent. The
findings also stated that Santoli
failed to respond to NASD requests
for information. (NASD Case
#C10990177)
Gary Paul Schmidt (CRD
#1264908, Registered
Representative, Point Pleasant,
New Jersey) submitted a Letter of
Acceptance, Waiver, and Consent
in which he was fined $7,500,
which includes disgorgement of
approximately $3,000 in
commissions, and suspended from
association with any NASD
member in any capacity for one
month. Without admitting or
denying the allegations, Schmidt
consented to the described
sanctions and to the entry of
findings that he exercised
discretionary transactions in the
account of a public customer
without prior written authorization
from the customer and prior written
acceptance of the account as
discretionary by his member firm.
Schmidt’s suspension began
August 7, 2000, and will conclude
at the close of business on
September 6, 2000. (NASD Case
#C05000030)
John Patrick Sciascia (CRD
#1484276, Registered
Representative, Staten Island,
New York) submitted an Offer of
Settlement in which he was barred
from association with any NASD
member in any capacity. In light of
the financial status of the
respondent, no monetary sanction
has been imposed. Without
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admitting or denying the
allegations, Sciascia consented to
the described sanction and to the
entry of findings that he engaged in
unauthorized transactions in the
accounts of public customers
without their prior knowledge,
authorization, or consent. The
findings also stated that Sciascia
failed to follow customer
instructions to sell securities and
warrants and provided untruthful,
incomplete, misleading, or
inaccurate information during an
NASD on-the-record interview.
(NASD Case #C10000026)
Donald Arthur Sedy (CRD
#2283690, Registered
Representative, Greenlawn, New
York) submitted an Offer of
Settlement in which he was fined
$20,000, barred from association
with any NASD member in any
capacity with the right to reapply
after three years, and ordered to
pay $18,294.25 in restitution to
public customers. Payment of the
fine and proof of restitution are
required prior to reassociation with
a member firm or request for relief
from any statutory disqualification.
Without admitting or denying the
allegations, Sedy consented to the
described sanctions and to the
entry of findings that he engaged in
unauthorized transactions in the
accounts of public customers
without their prior knowledge,
authorization, or consent. (NASD
Case #C10000026)
Jung Ran June Shin (CRD
#2167430, Registered
Representative, Los Angeles,
California) submitted a Letter of
Acceptance, Waiver, and Consent
in which she was fined $5,000 and
suspended from association with
any NASD member in any capacity
for one month. Without admitting or
denying the allegations, Shin
consented to the described
sanctions and to the entry of

findings that she signed the name
of a public customer to a variable
life insurance application
supplement without the knowledge
or consent of the customer. The
findings also stated that Shin
altered a check she received from
the customer for the purchase of
variable life insurance without the
customer’s knowledge or consent.

customers without their
authorization, consent, or
knowledge. The findings also stated
that Slidovker knowingly and
recklessly made improper price
predictions to customers regarding
a speculative security without
having a reasonable basis for
making the predictions. (NASD
Case #CAF000001)

Shin’s suspension began July 17,
2000, and will conclude at the close
of business on August 16, 2000.
(NASD Case #C02000032)

Dave Andrew Solomon (CRD
#2703512, Registered
Representative, Plainview, New
York) submitted a Letter of
Acceptance, Waiver, and Consent
in which he was fined $2,500 and
suspended from association with
any NASD member in any capacity
for 10 business days including
clerical or ministerial capacities.
Without admitting or denying the
allegations, Solomon consented to
the described sanctions and to the
entry of findings that, in an attempt
to settle a customer complaint, he
sent a customer a $14,500 check
without the knowledge or consent
of his member firm.

Aleksandr Shvarts (CRD
#1718124, Registered Principal,
Brooklyn, New York) was fined
$5,000, suspended from
association with any NASD
member in any capacity for six
months, and ordered to submit
proof that he has paid $47,651.12,
plus interest, in restitution to public
customers within 60 days of the
date of this decision or he shall be
barred from association with any
member firm in any capacity. The
NAC imposed the sanctions
following appeal of an Office of
Hearing Officers decision. The
sanctions were based on findings
that Shvarts failed to comply with a
court judgment awarding attorney
fees and costs to his former
customers that they incurred in
litigation which he filed against
them challenging an arbitration
award they had won from him.
Shvarts’ suspension began July 3,
2000, and will conclude at the close
of business on January 2, 2001.
(NASD Case #CAF980029)
Dmitry Slidovker (CRD #2523974,
Registered Representative,
Brooklyn, New York) was barred
from association with any NASD
member in any capacity. The
sanction was based on findings that
Slidovker made unauthorized
purchases in the accounts of public
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Solomon’s suspension began
August 7, 2000, and will conclude
at the close of business on August
18, 2000. (NASD Case
#C10000094)
Michael Ernest Watts (CRD
#1777078, Registered
Representative, Sugerland,
Texas) submitted an Offer of
Settlement in which he was fined
$10,000, suspended from
association with any NASD
member in any capacity for one
year, and required to pay an
$81,514.11 arbitration award. The
fine and arbitration award must be
paid before any application for
reentry into the securities industry
will be considered. Without
admitting or denying the
allegations, Watts consented to the
described sanctions and to the
entry of findings that he failed to
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honor a New York Stock Exchange
arbitration award. Watts also failed
to respond to NASD requests for
information.
Watt’s suspension began July 17,
2000, and will conclude at the close
of business on July 16, 2001.
(NASD Case #C06000002)
John C. Welling (CRD #2837015,
Registered Representative, Lee’s
Summit, Missouri) was barred
from association with any NASD
member in any capacity. The
sanction was based on findings that
Welling forged a public customer’s
signature on checks totaling $6,500
and converted the funds to his own
use without the knowledge or
consent of the customer. (NASD
Case #C04000008)
Edward John Williams, Jr. (CRD
#2662639, Registered
Representative, Los Angeles,
California) submitted a Letter of
Acceptance, Waiver, and Consent
in which he was suspended from
association with any NASD
member in any capacity for two
weeks. In light of the financial
status of the respondent, no
monetary sanction has been
imposed. Without admitting or
denying the allegations, Williams
consented to the described
sanction and to the entry of findings
that he engaged in outside
business activities without providing
prior notice to the member firm.
Williams’ suspension began July
17, 2000, and concluded at the
close of business on July 28, 2000.
(NASD Case #C02000031)
Robert Timothy Willison (CRD
#468671, Registered
Representative, Littleton,
Colorado) submitted a Letter of
Acceptance, Waiver, and Consent
in which he was censured, fined
$5,000, and suspended from

association with any NASD
member in any capacity for five
business days. Without admitting or
denying the allegations, Willison
consented to the described
sanctions and to the entry of
findings that he forged a signature
to a signature guarantee stamp on
a customer account application for
mutual fund advisory services.
Willison’s suspension began
August 7, 2000, and concluded at
the close of business on August 11,
2000. (NASD Case #C3A000019)

denying the allegations, Woods
consented to the described
sanctions and to the entry of
findings that he participated in
private securities transactions
without providing prior written
notice to, and receiving written
approval from, his member firm.
Woods’ suspension began on July
17, 2000, and will conclude at the
close of business on July 16, 2002.
(NASD Case #C04000024)

Individuals Fined
Tyler Christopher Wilson (CRD
#2577470, Registered
Representative, Brooklyn, New
York) submitted a Letter of
Acceptance, Waiver, and Consent
in which he was barred from
association with any NASD
member in any capacity and
required to pay $21,000 in
restitution to a public customer.
Proof of restitution is required prior
to any application for relief from any
statutory disqualification. Without
admitting or denying the
allegations, Wilson consented to
the described sanctions and to the
entry of findings that he effected
transactions in the account of a
public customer without the prior
knowledge or authority of the
customer. Wilson also failed to
respond to an NASD request to
appear and give testimony in an onthe-record interview. (NASD Case
#C10000093)
Michael Levan Woods (CRD
#2212755, Registered
Representative, Springfield,
Missouri) submitted a Letter of
Acceptance, Waiver, and Consent
in which he was fined $16,000 and
suspended from association with
any NASD member in any capacity
for two years. The fine must be paid
before any application for reentry
into the securities industry will be
considered. Without admitting or
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Scott Ira Benedon (CRD
#1276090, Registered
Representative, Marlboro, New
Jersey) submitted a Letter of
Acceptance, Waiver, and Consent
in which he was censured and fined
$10,000. Without admitting or
denying the allegations, Benedon
consented to the described
sanctions and to the entry of
findings that he allowed a trader at
a member firm to report a trade to
ACT as two separate trades instead
of one. (NASD Case #CMS000117)
Stephan Peter Boruchin (CRD
#1201115, Registered Principal,
Edmond, Oklahoma) submitted a
Letter of Acceptance, Waiver, and
Consent in which he was censured
and fined $15,000. Without
admitting or denying the
allegations, Boruchin consented to
the described sanctions and to the
entry of findings that he entered an
order to purchase securities from
another firm when he knew, or
should have known, that his
member firm could not purchase
securities because it had been
restricted by its clearing firm from
effecting transactions other than
those involving sales of securities in
the accounts of customers at his
member firm. The findings also
stated that Boruchin failed to
disclose the restriction when he
purchased the securities and failed
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to acknowledge to any of the firms
involved that he had placed the
order. In addition, Boruchin failed to
disclose his petition for bankruptcy
or that the petition had been
discharged within the time required
by the NASD. (NASD Case
#C3A000022)
Mark Aaron Sutter (CRD
#1913698, Registered
Representative, Scottsdale,
Arizona) submitted a Letter of
Acceptance, Waiver, and Consent
in which he was censured and fined
$26,000 which includes
disgorgement of $11,000 in
financial benefits. Without admitting
or denying the allegations, Sutter
consented to the described
sanctions and to the entry of
findings that he participated in
private securities transactions for
compensation without providing
prior written notice to his member
firm. The findings also stated that
Sutter failed to disclose to his
member firm that he was the
beneficial owner of common stock
held in the account of another
person. (NASD Case
#C3A000015)

Decision Issued
The following decision has been
issued by the District Business
Conduct Committee or the Office of
Hearing Officers and has been
appealed to or called for review by
the NAC as of July 14, 2000. The
findings and sanctions imposed in
the decision may be increased,
decreased, modified, or reversed
by the NAC. Initial decisions whose
time for appeal has not yet expired
will be reported in the next Notices
to Members.
Daniel Dwight Manoff (CRD
#1720001, Registered
Representative, Poolesville,
Maryland) was barred from
association with any NASD
member in any capacity. The

sanction was based on findings that
Manoff made unauthorized charges
to a credit card that belonged to a
co-worker.
Manoff has appealed this action to
the NAC and the sanction is not in
effect pending consideration of the
appeal. (NASD Case #C9A99007)

Erdem Bessim (CRD #2746643,
Registered Representative,
Thiells, New York) was named as
a respondent in an NASD complaint
alleging that he converted
$23,921.30 in cashiers checks from
public customers for his own benefit
or use. The complaint also alleges
that Bessim failed to respond to
NASD requests for information.
(NASD Case #C10000105)

Complaints Filed
The following complaints were
issued by the NASD. Issuance of a
disciplinary complaint represents
the initiation of a formal proceeding
by the NASD in which findings as to
the allegations in the complaint
have not been made, and does not
represent a decision as to any of
the allegations contained in the
complaint. Because these
complaints are unadjudicated, you
may wish to contact the
respondents before drawing any
conclusions regarding the
allegations in the complaint.
Michael Henry Antell (CRD
#2707953, Registered
Representative, Brooklyn, New
York) was named as a respondent
in an NASD complaint alleging that
he engaged in a private security
transaction without providing his
member firm with verbal or written
notification and failed to receive
written approval from his member
firm to participate in the transaction.
The complaint also alleges that
Antell made misrepresentations
and improper price predictions in
connection with his solicitations and
recommendations to public
customers. The complaint further
alleges that Antell effected a
purchase in the account of a public
customer without the knowledge,
authorization, or consent of the
customer. In addition, the complaint
alleges that Antell failed to respond
to NASD requests to appear for onthe-record interviews. (NASD Case
#C10000118)
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James Joseph Corcoran (CRD
#2328082, Registered Principal,
Patchogue, New York) was
named as a respondent in an
NASD complaint alleging that he
materially misrepresented the
nature and circumstances of
transactions and omitted to disclose
material information concerning
compensation for transactions and
predicted the future price of a
security when he knew, or should
have known, that the security was
speculative for which a prediction
was inherently misleading and that
he did not have a reasonable basis
for making the prediction. (NASD
Case #C3A000028)
Stephen Kenneth Faber (CRD
#2132958, Registered
Representative, New York, New
York) was named as a respondent
in an NASD complaint alleging that
he executed transactions in the
account of public customers without
their knowledge or consent and in
the absence of their written or oral
authorization. The complaint also
alleges that Faber failed to respond
to NASD requests for information.
(NASD Case #C10000112)
Darrell Wayne Flowers, Sr. (CRD
#2242139, Registered
Representative, Fairview,
Tennessee) was named as a
respondent in an NASD complaint
alleging that he exercised
discretionary authority in a
customer’s account without the
customer’s prior written
authorization and his member firm’s
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written acceptance of the account
as discretionary. The complaint
also alleges that Flowers shared in
the profits of the customer’s
account without his firm’s prior
written authorization and exercised
purchase transactions in the
customer’s account without the
customer’s prior knowledge,
authorization, or consent. (NASD
Case #C10000103)
Percival Anthony Jones, Sr.
(CRD #2506769, Registered
Representative, Los Angeles,
California) was named as a
respondent in an NASD complaint
alleging that he received $3,000
from a public customer for
investment purposes, failed to
follow the customer’s instructions,
and converted the funds for his own
use and benefit without the
customer’s knowledge or consent.
The complaint also alleges that
Jones failed to respond to NASD
requests for information. (NASD
Case #C02000036)
Kenneth Browning Karpf (CRD
#1798596, Registered
Representative, Spring, Texas)
was named as a respondent in an
NASD complaint alleging that he
effected securities transactions in
the accounts of public customers
without their authorization. (NASD
Case #C06000011)
Martin Lee Rising (CRD
#1011762, Registered
Representative, Paradise Valley,
Arizona) was named as a
respondent in an NASD complaint
alleging that he represented that an
offering was subject to a minimum
sales contingency, failed to conform
the conduct of that offering to that
representation, failed to return
investor funds upon failure to
satisfy the minimum sales
contingency, and continued to
solicit purchases of units after the

offering should have been
terminated. The complaint also
alleges that Rising knew, or should
have known, that the offering
materials contained material
misrepresentations that were
misleading and would be of
significance in the investor’s
decision to invest. (NASD Case
#C3A000012)
Benjamin Dennis Roberts (CRD
#2013405, Registered Principal,
Columbus, Georgia) was named
as a respondent in an NASD
complaint alleging that he forged
the signatures of public customers
on new account forms without
authorization from the customers.
The complaint further alleges that
Roberts failed to respond to NASD
requests for information. (NASD
Case #C07000042)
Paul Salim Tahan (CRD
#2494916, Registered
Representative, Boca Raton,
Florida) was named as a
respondent in an NASD complaint
alleging that he made material
omissions, price predictions,
misrepresentations, and unsuitable
recommendations to public
customers. The complaint also
alleges that Tahan both failed to
respond and failed to respond
timely to NASD requests for
information. (NASD Case
#C07000039)
Laura Lea Taylor (CRD #2719777,
Registered Representative, San
Angelo, Texas) was named as a
respondent in an NASD complaint
alleging that she received $1,153
from a public customer
representing payment for a life
insurance policy and without the
customer’s authorization,
knowledge, or consent, she used
the funds for her own use and
benefit. (NASD Case #C06000013)
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Dennis Vavasis (CRD #2542183,
Registered Representative,
Massapequa, New York) was
named as a respondent in an
NASD complaint alleging that he
engaged in unauthorized trading in
public customer accounts and failed
to disclose material facts that a
reasonably prudent customer would
have wanted disclosed in making
investment decisions and that he
had a duty to disclose. The
complaint also alleges that Vavasis
made improper price predictions
and failed to execute a customer’s
sale order. In addition, the
complaint alleges that Vavasis
induced the purchase or sale of
securities by means of
manipulative, deceptive, or other
fraudulent devices and
contrivances. (NASD Case
#CAF000023)

Firms Canceled
The following firms were canceled
from membership in the NASD for
failure to comply with formal written
requests to submit financial
information to the NASD. The
actions were based on the
provisions of NASD Rule 8210 and
Article VII, Section 2 of the NASD
By-Laws. The date the cancellation
commenced is listed after the entry.
Daly Investment Co., Palos Park,
Illinois (July 11, 2000)
Millennium Capital LLC,
Woodstock, Illinois (July 11, 2000)

Firms Suspended
The following firms were
suspended from membership in the
NASD for failure to comply with
formal written requests to submit
financial information to the NASD.
The actions were based on the
provisions of NASD Rule 8210 and
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Article VII, Section 2 of the NASD
By-Laws. The date the suspension
commenced is listed after the entry.
If the firm has complied with the
requests for information, the listing
also includes the date the
suspension concluded.
Anchor Investment Securities,
Ltd., Geneva, Illinois
(June 26, 2000)
Remington Securities Corp., New
York, New York (July 12, 2000)

NASD Regulation Charges
All-Tech, Houtkin, And Others
With Day-Trading And
Advertising Violations
NASD Regulation announced that it
has issued a disciplinary complaint
charging All-Tech Direct, Inc., of
Montvale, NJ; Harvey I. Houtkin,
Chairman and CEO; Mark D.
Shefts, President; and Harry
Lefkowitz, Vice President of
Operations with violating NASD
rules in connection with All-Tech’s
day-trading business. In addition,
David Niederkrome, Michael
Benson, and Jeffrey Sadowski,
current or former owners of the
Seattle, Washington; Portland,
Oregon; and Chicago, Illinois
branch offices of All-Tech were also
named in the complaint.
The complaint alleges that All-Tech,
Shefts, and Lefkowitz failed to
supervise the activities of
employees who arranged loans
between customers to cover margin
calls, known as “journaling.” The
loans were necessary to enable
customers to meet margin calls,
thereby allowing them to continue
trading and generating
commissions for All-Tech. While the
journaling occurred nationwide,
NASD Regulation focused on five
branches and found that from
January 1998 to January 1999,
over 4,800 journals were recorded,

transferring over $130 million in
loans between customer accounts.
In many instances, the loans were
arranged by unregistered persons,
involving customers at different
branches who did not know each
other, and carrying fees, sometimes
at usurious rates. Many journal
forms were forwarded to All-Tech’s
clearing firm without the requisite
signatures. In addition, many had
non-registered persons signing as
branch manager, traders signing
without full authority, and
photocopied customer and branch
manager signatures. According to
the complaint, Niederkrome and
other All-Tech employees
misrepresented the risks
associated with the loans by telling
customers they were virtually riskfree. In fact, one customer lost
approximately $40,000 by making a
loan that was misrepresented to
him as risk-free.
NASD Regulation also alleged that
All-Tech and Houtkin made
misleading, exaggerated, and
unsupported statements in a
number of print and radio
advertisements, in material posted
on the firm’s Web Site, as well as
during television appearances and
in his first book, which was
distributed by the firm. Statements
include:
•

“Most of my customers have
enjoyed successes virtually
unheard of in the trading
community.”

•

“[A]nyone with the financial
capability and desire has the
opportunity to participate in the
market with the same
advantages as a marketmaking pro.”

•

“If you meet parameters set
forth in this guide . . . your
probability of success will be
exceptionally high.”
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•

“Electronic day trading appeals
to executives, retirees,
graduating college students,
and anyone who recognizes the
unlimited earnings potential and
quality of life which an
electronic day trader may
achieve.”

•

“Three in ten” and “four in ten”
people trained as day traders
will become successful.

The complaint also charges AllTech, Houtkin, and Shefts with
violating NASD rules by permitting
Jeffrey Sadowski, a statutorily
disqualified person, to participate
actively in the firm’s securitiesrelated activities even though he
had been barred from the securities
industry by the SEC in 1988. NASD
Regulation further alleges that the
firm, Houtkin and Shefts, violated
NASD rules by failing to properly
register Michael Benson, who was
also charged.
The investigation leading up to this
action was conducted by NASD
Regulation’s Enforcement
Department with assistance from
NASD Regulation’s Advertising
Regulation Department.

NASD Regulation Files Action
Against Day-Trading Firm For
Registration And Supervisory
Violations
NASD Regulation announced that it
has filed a disciplinary action
against Stock USA, Inc. of San
Diego, California; Ralph Mann,
President; Jason Miradoli, former
manager of Stock USA’s Roslyn,
New York branch office; and Harry
Edward Bassett III, not affiliated
with the firm. The complaint
charges that the firm allowed a
branch office to operate with
inadequate supervision and allowed
an unregistered person, who was
statutorily disqualified, to actively
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participate in the securities
business of the office by
recommending securities and
recruiting customers.
Between approximately January 28,
1999, and April 7, 1999, Stock USA
operated a day-trading branch
office in Roslyn, New York, from
office space also occupied by
Sagamore Capital Trading, Inc.,
which is not an NASD member.
Sagamore recruited and trained
individuals to become day traders.
Although the Roslyn office was
designated as a Stock USA branch
office, it was, in reality, run as a
Sagamore office. The only person
at the branch who was actively
involved in recruiting customers
and rendering investment advice to
customers was a Sagamore
employee, Harry Edward Bassett
III. Bassett’s activities required him
to be registered with Stock USA.
However, Bassett was not only
unregistered, but was statutorily
disqualified from associating with
any NASD member firm as a result
of a prior criminal conviction. The
sole registered person at the
Roslyn office, branch manager
Jason Miradoli, exercised no
control over office operations, had
virtually no supervisory experience
or experience in the day-trading
area, and did not even have a key
to the office.
The complaint further alleges that
even though Stock USA had 10
offices engaged in distinctly
different types of business,
including some day-trading offices,
it failed to appropriately tailor its
written supervisory procedures to
address its various lines of
business.
The complaint charges that the firm
and Miradoli improperly allowed
Bassett to actively participate in the
firm’s securities business without
being registered and while he was

disqualified; that the firm, Mann,
and Miradoli failed to establish and
maintain a system to supervise the
activities of the Roslyn office; that
the firm and Mann failed to
establish and maintain adequate
written supervisory procedures to
address the specific types of
business engaged in by the firm;
and that Bassett violated the NASD
By-Laws and Membership Rule
provisions relating to registration
requirements and association by
statutorily disqualified persons.

NASD Regulation Charges
San Clemente Securities,
Execs With Fraud
NASD Regulation announced that it
has issued a complaint against San
Clemente Securities, Inc., charging
the firm and others with misconduct
in connection with the offer and
sale of certificates of deposit (CDs)
during the period June 1999 to
March 2000. San Clemente
Securities, Inc., which was
headquartered in San Clemente,
California, had offices nationwide. It
filed to withdraw its membership
from the NASD in June 2000.
In addition to the firm, the complaint
charges San Clemente’s two owners and officers, Cooke Christopher,
the firm’s President and Chairman;
and Thomas Sunderland, its Executive Vice President, with fraudulent
conduct in connection with the promotion and sale of the CDs. Sales
persons associated with San
Clemente were also named in the
complaint. Jeffrey Schwertfeger,
Jeffrey Katz, and Gennaro (Jerry)
Chiappetta were charged with
fraudulent misrepresentations and
omissions. Douglas Eichenberger,
Justin Irving, Randy Rondberg, and
Jeffrey Vann were charged with
making misrepresentations and/or
failing to disclose information to San
Clemente investors in connection
with CDs purchased during the period alleged.

NASD Notices to Members—Disciplinary Actions

The complaint charges that San
Clemente, acting through
Christopher, devised a CD
investment program for the purpose
of making CDs held and serviced
by United Custodial Corporation, an
entity not regulated as a bank, trust
company, or broker/dealer, appear
more attractive to investors than
conventional CDs traditionally
purchased directly from banks.
Although the CDs are actual, valid,
bank-issued certificates of deposit,
it is alleged that the investment
program was operated as a fraud
upon public investors due to
material misrepresentations and
omissions made to investors
regarding FDIC insurance
coverage, investment yield, and
fees and commissions charged on
the CD investments. In addition, the
complaint alleges that the firm
failed to provide accurate
information regarding account
balances and interest accrual.
The allegations focus on “interestat-maturity” or “zero coupon” CDs
which, on behalf of San Clemente’s
customers, were held and serviced
by United Custodial. The complaint
alleges that the sale of these CDs
comprised approximately 62
percent of San Clemente’s
business activities, generating $2.3
million in gross revenues. The
complaint also asserts that during
the period at issue, investors were
not told that United Custodial was
affiliated with San Clemente and
owned by Cooke Christopher and
Thomas Sunderland.
NASD Regulation wishes to
acknowledge the assistance
provided in this matter by the SEC’s
Pacific Regional Office.
© 2000, National Association of Securities Dealers,
Inc. (NASD). All rights reserved.

August 2000

432

For Your
Information

Nasdaq Postpones
SuperSoes Until Fourth
Quarter 2000

☎

Alyssa Ligammari, Market
Services, The Nasdaq Stock
Market, at (212) 858-4479;

The Nasdaq Stock Market, Inc.
announced last month that the
introduction of the Nasdaq National
Market Execution System
(SuperSoes ) and modifications to
SelectNet have been postponed
until the fourth quarter of 2000.

☎

Karen Peterson, Market
Services, The Nasdaq Stock
Market, at (212) 858-4137; or

☎

Joseph Saska, Customer
Support Services, The Nasdaq
Stock Market, at (203) 3855886.

SM

®

In response to industry feedback,
Nasdaq will postpone the
SuperSoes launch and SelectNet
modifications previously scheduled
for Monday, July 10, 2000 as
announced in Notice to Members
00-30. Nasdaq is considering
incorporating additional features in
SuperSoes in an effort to better
serve the marketplace and ensure
market quality. Some industryrequested changes include:
®

•

An increase in capacity to allow
a maximum share-order size of
999,999.

•

An application programming
interface reference number that
will be included in accept
messages and will reduce
system burdens caused by
order status inquiries.

Nasdaq will inform members of
testing and implementation dates
as soon as those dates are
established. Adequate time will be
provided for testing before the new
trading system is put into
production.
If you have any questions regarding
the functionality of SuperSoes or
the SelectNet modifications, please
contact:

☎

Debra Peters, Market Services,
The Nasdaq Stock Market, at
(212) 858-4430;
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Detail Data Reports Available
For Firm Quote Compliance
Report Card
SM

The Nasdaq Trader Web Site
(www.nasdaqtrader.com) has
recently enhanced the Firm Quote
Compliance Report Cards on the
Secure Data section of the Site;
subscribers may now request detail
data reports for these report cards.
The detail data report includes a list
of preferenced SelectNet liability
orders for a specified month that
the subscriber received which
either timed out or were declined in
apparent violation of the Securities
and Exchange Commission’s Firm
Quote Rule.
Like the report card, the detail data
report will become available on the
24th of the following calendar
month (or the first business day
after the 24th if it falls on a
weekend or holiday). May 2000 is
the first month for which detail data
reports are available. These reports
will be accessible on the Web Site
for a six-month period.
In the coming months, subscribers
also will be able to request detail
data reports for the Best Execution
and Trade Reporting Compliance
Report Cards. For questions
regarding the detail data reports,
please call (301) 590-6410. If you
need assistance accessing and
requesting the reports, please
contact the Nasdaq Trader Help
Desk at (800) 777-5606 and select

August 2000

433

option 2, or send an e-mail to
traderfeedback@nasdaq.com.
If you currently do not subscribe to
the compliance report cards but
would like to sign up, please refer
to the “How to Subscribe to Secure
Data” Web Page
(http://www.nasdaqtrader.com/
trader/ptd/access.stm). For
questions about subscribing, please
call the Nasdaq Trader Help Desk
at (800) 777-5606.

Annual Audit Filings –
Address Change
As of July 28, 2000, annual audits
submitted to NASD Regulation
should be sent to the following new
address:

NASD members are advised to
inform their respective auditors of
the new address in order to avoid
delays in the receipt of annual audit
filings.

The change will apply to all
scheduling requests received on or
after June 1, 2000 to retake exams
regardless of when the exam was
failed.

NASAA Implements Waiting
Periods Between Failed
Exams

For more information, contact
Carole Hartzog, Testing and
Continuing Education, NASD
Regulation, at (240) 386-4678; or
Karen Bescher, Testing and
Continuing Education, NASD
Regulation, at (240) 386-4677; or
refer to the NASAA Web Site at
www.nasaa.org.

Effective June 1, 2000, the North
American Securities Administrators
Association (NASAA) has
implemented the following waiting
periods for individuals needing to
retake the Series 63, Series 65, or
Series 66 following a failed attempt:
(1) a minimum of 30 days after
failing the first exam before the
second taking of the exam can
be scheduled;

NASD Regulation, Inc.
Member Regulation Programs /
Systems Support
Attention: Sherry Lawrence
9509 Key West Avenue, 3rd Floor
Rockville, MD 20850

(2) a minimum of 30 days after
failing the exam for the second
time before the third taking of
the exam can be scheduled;
and

(Please do not send reports to
1390 Piccard Drive, Rockville,
MD.)

(3) a minimum of 180 days after
failing the exam for a third time
before the fourth taking of the
exam (and each subsequent
taking) can be scheduled.

Correction To Notice to
Members 00-45
On page 305, the second bulleted
paragraph under subhead “Key
Features” should state:
•

Under SEC Rule 15c3-3, for
Rule Type d2, d3 and h, the
entry of either the Issue
Symbol OR CUSIP number will
be mandatory.

© 2000, National Association of Securities Dealers,
Inc. (NASD). All rights reserved.

For assistance, call the new
telephone number regarding annual
audits issues – the new number is
(240) 386-5162.
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NASD
Member Benefits Programs
Public Records Research Program
Save 30% on
60 research services
from Adrem Profiles.
For just $42* and within one to four days,
you can verify:
■

Previous Employment

■

County Level Criminal
(Felony and Misdemeanor)

■

Pre-employment Credit

■

Social Security Number

*Pricing for New York searches may be higher
because of state court fees.

Conducting background searches is the single most precautionary
measure your firm can implement to reduce exposure to risk.
Visit ADREM’s special NASD Web page at www.adpro.com
and enter “NASD” as your ID and “ADREM” as your password.
Or call (800) 281-1250.

Join us for
the 2000
Fall Securities
Conference.

San Francisco, CA

At this event, you will learn about and discuss the latest
developments in the securities industry. Also you will hear
from industry experts and NASD Regulation leadership,
explore regulatory issues, and much more.
Watch your mail for a conference brochure and registration
materials. Also, visit the NASD Regulation Web Site.

www.nasdr.com

2000 NASD Regulation
Fall Securities
Conference
November 15-17, 2000
Sheraton Palace Hotel

Special NASD Notice to Members 00-59
INFORMATIONAL

NAC
Nominations
NASD Announces
Nomination Procedures
For Regional Industry
Member Vacancies On
The National
Adjudicatory Council;
Nomination Deadline:
September 15, 2000
SUGGESTED ROUTING
The Suggested Routing function is meant to
aid the reader of this document. Each NASD
member firm should consider the appropriate
distribution in the context of its own
organizational structure.

• Legal & Compliance
• Senior Management

KEY TOPICS

Executive Summary
The purpose of this Special Notice
to Members is to advise members
of the nomination procedures to fill
three upcoming vacancies on the
National Adjudicatory Council
(NAC). The two-year terms of NAC
regional Industry members from the
North Region, South Region, and
Central Region expire in January
2001. The current regional Industry
members from these three regions
are eligible to serve another twoyear term.
Exhibit I contains a list of NAC
regional Industry members whose
terms expire in January 2001.
Exhibit II contains a list of all NAC
members. The procedures to fill the
NAC regional Industry vacancies
are outlined in Exhibit III. Also, a
Candidate Profile Sheet is included
in Exhibit IV.

Nomination Process
Members are encouraged to submit
nominations for the upcoming NAC
vacancies. To nominate a
candidate, members should submit
a cover letter and the Candidate
Profile Sheet (Exhibit IV) to the
appropriate Regional Nominating
Committee Chair, the NASDR
District Director, or National
Association of Securities Dealers,
Inc. (NASD ) Corporate Secretary
(listed in Exhibit I) by September
15, 2000.
SM

• National Adjudicatory Council

NASD National Nominating Committee shall nominate all candidates
for the NAC for subsequent
appointment by the Board.

Questions/Further Information
Questions concerning this Special
Notice to Members may be directed
to the District Directors listed in
Exhibit I or to Joan C. Conley,
Senior Vice President and
Corporate Secretary, NASD, at
(202) 728-8381 or via e-mail at:
joan.conley@nasd.com.

National Adjudicatory Council
Membership And Function
Membership
The NAC consists of 14
members—seven Industry
members and seven Non-Industry
members. Exhibit II contains a list
of all NAC members. Two Industry
members are appointed by the
NAC as at-large members. Five
Industry members each represent
one of the following geographic
regions:
West Region: Hawaii, California,
Nevada, Arizona, Colorado, New
Mexico, Utah, Wyoming, Alaska,
Idaho, Montana, Oregon, and
Washington.

®

The Candidate Profile Sheets will
be provided to all Regional Nominating Committee members for
review. On or about October 6,
2000, the Regional Nominating
Committees will provide NASD
members with written notice of NAC
candidates the Committee proposes for nomination to the National
Nominating Committee. Pursuant to
Article V, Section 5.3(a) of the
NASD Regulation By-Laws, the

Special NASD Notice to Members 00-59

South Region: Alabama,
Arkansas, Kentucky, Louisiana,
Mississippi, Oklahoma,
Tennessee, Texas, Florida,
Georgia, North Carolina, South
Carolina, Puerto Rico, Virginia,
Canal Zone, and the Virgin
Islands.
Central Region: Iowa, Kansas,
Minnesota, Missouri, Nebraska,
North Dakota, Ohio, South
Dakota, Illinois, Indiana,
Michigan, Western New York
state, and Wisconsin.
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North Region: Delaware,
Maryland, Pennsylvania, West
Virginia, District of Columbia,
New Jersey, Connecticut, Maine,
Massachusetts, New Hampshire,
Rhode Island, Vermont, and New
York (except for New York City
and Western New York state).

Function

•

According to the NASD By-Laws,
the NAC is authorized to act for the
NASD Board of Governors in
matters concerning:

the exercise of exemptive
authority; and

•

other proceedings or actions
authorized by the Rules of the
Association.

•

appeals or reviews of
disciplinary proceedings,
statutory disqualification
proceedings, or membership
proceedings;

•

the review of offers of
settlement; letters of
acceptance, waiver, and
consent; and minor rule
violation plan letters;

New York: New York City.
We are seeking nominations for the
North, South, and Central Regions.

Special NASD Notice to Members 00-59

The NAC also considers and
makes recommendations to the
Board on enforcement policy and
rule changes relating to the
business and sales practices of
NASD members and associated
persons.
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EXHIBIT I
NAC Industry Members With Terms Expiring In January 2001
South Region (Districts 5, 6, and 7)
NAC Incumbent: Raymond E. Wooldridge, Southwest Securities, Inc.
If you are interested in nominating yourself or a colleague to represent the South Region for a two-year term on
the NAC, please submit a cover letter and a completed Candidate Profile Sheet (Exhibit IV) to any of the following
individuals by September 15, 2000.
Frederick W. McGinnis, Regional Nominating Committee Chair
PaineWebber, Inc.
777 N. Eldridge Parkway, Suite 400
Houston, TX 77079-4496
(281) 589-4520
Warren A. Butler, Jr.
District 5 Director
1100 Poydras Street
Energy Centre, Ste 850
New Orleans, LA
70163-0802
(504) 522-6527

Bernerd Young
District 6 Director
12801 N. Central
Expressway #1050
Dallas, TX 75243
(972) 701-8554

Alan M. Wolper
District 7 Director
One Securities Centre
Suite 500
3490 Piedmont Rd, NE
Atlanta, GA 30305
(404) 239-6100

Joan C. Conley
Senior Vice President and
Corporate Secretary
1735 K Street NW
Washington, D.C. 20006
(202) 728-8381

Central Region (Districts 4 and 8)
NAC Incumbent: Timothy P. Henahan, Baker & Co., Inc.
If you are interested in nominating yourself or a colleague to represent the Central Region for a two-year term on
the NAC, please submit a cover letter and a completed Candidate Profile Sheet (Exhibit IV) to any of the following
individuals by September 15, 2000.
Alan Newman, Regional Nominating Committee Chair
J.J.B. Hilliard, W.L. Lyons, Inc.
329 Main Street
Evansville, IN 47708
(812) 428-1481
Thomas D. Clough
District 4 Director
120 W. 12th Street
Suite 900
Kansas City, MO 64105
(816) 421-5700

Carlotta A. Romano
District 8 Director
10 South LaSalle
20th Floor
Chicago, IL 60603-1002
(312) 899-4400

William H. Jackson, Jr.
District 8 Director
Renaissance on
Playhouse Square
1350 Euclid Avenue
Suite 650
Cleveland, OH 44115
(216) 694-4545
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Joan C. Conley
Senior Vice President and
Corporate Secretary
1735 K Street NW
Washington, D.C. 20006
(202) 728-8381
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North Region (Districts 9 and 11)
NAC Incumbent: Richard J. DeAgazio, Boston Capital Services, Inc.
If you are interested in nominating yourself or a colleague to represent the North Region for a two-year term on
the NAC, please submit a cover letter and a completed Candidate Profile Sheet (Exhibit IV) to any of the following
individuals by September 15, 2000.
A. Louis Denton, Regional Nominating Committee Chair
Philadelphia Corporation for Investment Services
One Liberty Place, Suite 3050
Philadelphia, PA 19103
(215) 419-6410

Gary K. Liebowitz
District 9 Director
581 Main Street, 7th floor
Woodbridge, NJ 07095
(732) 596-2000

John P. Nocella
District 9 Director
11 Penn Center
1835 Market Street
Suite 1900
Philadelphia, PA 19103
(215) 665-1180

Fred McDonald
District 11 Director
260 Franklin Street
16th Floor
Boston, MA 02110
(617) 261-0800
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Joan C. Conley
Senior Vice President and
Corporate Secretary
1735 K Street NW
Washington, D.C. 20006
(202) 728-8381
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EXHIBIT II
NAC Members

Mary E.T. Beach
Attorney

David A. DeMuro
Lehman Brothers, Inc.

Mark A. Sargent
Villanova University School
of Law

Robert J. Birnbaum
Attorney

Timothy P. Henahan
Baker & Co., Inc.

Herbert H. Brown
Attorney

Alice T. Kane
American General

Elliott J. Weiss
Charles E. Ares Professor
of Law
The University of Arizona

Joan Caridi
CS First Boston

Roberta S. Karmel
Kelley Drye & Warren LLP

Raymond E. Wooldridge
Southwest Securities, Inc.

Nicholas C. Cochran
NAC Chairperson
American Investors Company

Anthony B. Petrelli
Neidiger, Tucker, Bruner, Inc.

Richard J. DeAgazio
Boston Capital Services, Inc.
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EXHIBIT III
2000 National Adjudicatory Council Nomination Procedures
1. NASD Regulation maintains Regional Nominating Committees in the manner specified in Article VI of the ByLaws of NASD Regulation, Inc.
2. Members located in the North Region, Central Region, and South Region are hereby notified of the
upcoming election of members to the National Adjudicatory Council and are encouraged to submit names of
potential candidates to their respective Chair of the Regional Nominating Committee, District Director (see
Exhibit I), or to NASD Corporate Secretary Joan Conley by September 15, 2000.
3. Nominees will be asked to complete a Candidate Profile Sheet which will be reviewed by the Regional
Nominating Committee.
4. The Regional Nominating Committee shall review the background of the candidates and the description of
the NASD membership provided by NASD Regulation staff and shall propose one or more candidates for
nomination to the National Nominating Committee. In proposing a candidate for nomination, the Regional
Nominating Committee shall endeavor to secure appropriate and fair representation of the region.
5. On or about October 6, 2000, the Regional Nominating Committee shall notify in writing the Executive
Representatives and branch offices of the NASD members in the region the name(s) of the candidate(s) the
Regional Nominating Committees will propose to the National Nominating Committee for nomination to the
National Adjudicatory Council.
6. If an officer, director, or employee of an NASD member in the region is not proposed for nomination by the
Regional Nominating Committee and wants to seek the nomination, he or she shall send a written notice to
the Regional Nominating Committee Chair or the Secretary of NASD Regulation within 14 calendar days after
the mailing date of the Regional Nominating Committee’s notice (#5 above) and proceed in accordance with
the Contested Nomination Procedures found in Article VI of the NASDR By-Laws.
7. If no additional candidate comes forward within 14 calendar days, the Regional Nominating Committees shall
certify their candidates to the National Nominating Committee.
Additional information pertaining to the District Election Procedures can be found in Article VI of the By-Laws of
NASD Regulation. The By-Laws can be found in the online NASD Manual at www.nasdr.com.
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Special Notices to Members are published on an accelerated basis and distributed independently of monthly Notices to Members newsletters.
Numerical sequencing may thus appear to contain gaps during a given monthly publication cycle. Such temporary gaps reflect a priority in the
production process and will disappear at the conclusion of monthly electronic posting and print distribution.

© 2000, National Association of Securities Dealers, Inc. (NASD). All rights reserved.
NASD is a registered service mark of the National Association of Securities Dealers, Inc. NASD Regulation is a service mark of NASD
Regulation, Inc.
NASD Notices to Members is published monthly by NASD Corporate Communications, Kim D’Alessandris, Editor, NASD Regulatory
Communication Services, 1735 K Street, NW, Washington, D.C. 20006-1500, (202) 728-8370. No portion of this publication may be
copied, photocopied, or duplicated in any form or by any means, except as described below, without prior written consent of the NASD.
Members of the NASD are authorized to photocopy or otherwise duplicate any part of this publication without charge only for internal
use by the member and its associated persons. Nonmembers of the NASD may obtain permission to photocopy for internal use through
the Copyright Clearance Center (CCC) for a $3-per-page fee to be paid directly to CCC, 222 Rosewood Drive, Danvers, MA 01923.
Each member firm’s Executive Representative is entitled to one annual subscription to Notices to Members at cost ($15 per year).
Additional annual subscriptions are available for $225; single issues cost $25. To order, send a check or money order (payable to the
National Association of Securities Dealers, Inc.) to NASD MediaSource, P.O. Box 9403, Gaithersburg, MD 20898-9403; to order with a
credit card (American Express, MasterCard, or Visa), call (301) 590-6142, Monday to Friday, 9 a.m. to 5 p.m., Eastern Time. Back
issues may be ordered by calling MediaSource at (301) 590-6142.
Notices to Members (December 1996 to current) are also available on the Internet at www.nasdr.com.
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EXHIBIT IV

Date: _____/______/______

Candidate Profile Sheet
Current Employment
Name: _________________________________________________________ CRD#: ______________________________
Firm: ______________________________________________________________________________________________
Title: ______________________________________________________________________________________________
Primary areas of responsibility: __________________________________________________________________________
____________________________________________________________________________________________________
Address: ____________________________________________________________________________________________
City/state/zip: __________________________________________________ No. of Registered People at Firm: __________
Phone: (_____)____________________ Fax: (_____)____________________ E-mail: ______________________________

Prior Employment (List the most recent first. Feel free to include extra pages if necessary.)
Firm: ______________________________________________________________________________________________
Title: ______________________________________________________________________________________________
Primary areas of responsibility: __________________________________________________________________________
____________________________________________________________________________________________________
Address: ____________________________________________________________________________________________
City/state/zip: ________________________________________________________________________________________
Dates employed: _______________________________________ No. of Registered People at Firm: __________________
Firm: ______________________________________________________________________________________________
Title: ______________________________________________________________________________________________
Primary areas of responsibility: __________________________________________________________________________
____________________________________________________________________________________________________
Address: ____________________________________________________________________________________________
City/state/zip: ________________________________________________________________________________________
Dates employed: _______________________________________ No. of Registered People at Firm: __________________

General Areas of Expertise (please check all that apply)

Product Expertise (please check all that apply)

❏
❏
❏
❏
❏

❏
❏
❏
❏
❏

Compliance/Legal
❏ Corporate Finance
Financial & Regulatory Reporting ❏ Institutional Sales
Investment Advisory
❏ Operations
Retail Sales
❏ Trading/Market Making
Other: ________________________________________

Corporate Bonds
❏ Direct Participation Programs
Equity Securities
❏ Government Securities
Investment Company ❏ Municipal Securities
Options
❏ Variable Contracts Securities
Other: ______________________________________

Memberships/Positions Held in Trade or Business Organizations
____________________________________________________________________________________________________
____________________________________________________________________________________________________

Past NASD Experience and Dates of Service (please check all that apply)

❏
❏
❏

Committee Member (Identify committee: _________________________________) Dates served:
Arbitrator

Dates served: __________________________

❏

Mediator

Other: ______________________________________________________

__________________

Dates served: ________________________
Dates served: ________________________

Educational Background
School: ______________________________________________________________ Degree: ________________________
School: ______________________________________________________________ Degree: ________________________
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