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Executive Summary
On December 28, 1998, the Securi-
ties and Exchange Commission
(SEC) approved rule changes pro-
posed by the National Association of
Securities Dealers, Inc. (NASD® o r
Association) that amend the Rules of
the Association to permit the Depart-
ment of Enforcement to amend com-
plaints one time prior to the filing of
responsive pleadings, without Hear-
ing Officer approval; to clarify and
consolidate default provisions and
shorten the call for review period for
default decisions to 25 days; to
require the Office of General Counsel
to issue decisions in settled cases; to
change the trigger date for which the
timing of motions to introduce new
evidence is keyed; to make certain
sanctions effective 30 days after the
service of the decision constituting
final disciplinary action; to provide
that decisions involving bars or
expulsions be served by overnight
courier, facsimile, or other means
likely to obtain prompt service; to per-
mit the Advertising Department staff
to impose advertising pre-use fil i n g
requirements on members; to consol-
idate procedures for cancellation or
suspension for failure to provide
requested information; to simplify
and expedite certain non-summary
procedures in the Rule 9500 Series;
and for other purposes.

The rule changes become effective
on March 26, 1999. Questions
regarding this Notice should be
directed to Eric Moss, Assistant Gen-
eral Counsel, Office of General
Counsel, NASD Regulation, Inc.
(NASD RegulationS M), (202) 728-
8982. 

Discussion
Advertisement: Rules 2210(c)(4)
and 2220(c) authorize the NASD to
require members to file advertise-
ments, sales literature, and educa-
tional material with the Association
before using them in certain
instances. The Rules currently pro-

vide that the District Business Con-
duct Committees (DBCC) may
impose pre-use filing requirements
and may conduct a hearing if a mem-
ber opposes a pre-use filing require-
ment. The rules are amended to vest
authority to impose a pre-use fil i n g
requirement solely with NASD Regu-
lation staff, specifically the Advertis-
ing/Investment Companies
Regulation Department. Any hearing
requested regarding such require-
ment will be conducted by a Hearing
Panel, as set forth in the non-sum-
mary proceedings of the Rule 9510
Series, rather than by a DBCC. 

Testimony: Rule 8210 is being
amended to clarify that Association
staff may specify the location at
which a member, associated person,
or other person subject to the Associ-
ation’s jurisdiction must testify for the
purpose of an investigation, com-
plaint, examination, or proceeding. 

Requests for Information: C u r r e n t-
ly, the Rule 8220 Series and the Rule
9510 Series both set forth proce-
dures for suspending or canceling a
member or associated person for fail-
ure to provide requested information
to the Association. The rule change
consolidates the provisions of the
Rule 8220 Series and the Rule 9510
Series into the Rule 8220 Series. 

Currently, the Rule 8220 Series
authorizes the National Adjudicatory
Council (NAC) to initiate a suspen-
sion proceeding for failure to provide
requested information, and the Rule
9510 Series authorizes Association
staff to initiate a cancellation pro-
ceeding for failure to provide request-
ed information. Under the rule
change, the Department of Enforce-
ment will be able to initiate a suspen-
sion or cancellation proceeding if a
member or associated person fails to
provide requested information. 

Several hearing procedures are
being amended under the rule
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change. First, the member or associ-
ated person who receives a notice
initiating a cancellation or suspension
will file a request for a hearing direct-
ly with the NASD Regulation Offic e
of General Counsel, rather than the
NAC. The Office of General Counsel
is responsible for arranging such
h e a r i n g s .

Second, the rule change expands
the pool of persons who could serve
on the subcommittee conducting the
hearing to include current and former
members of the NAC, the NASD
Regulation Board of Directors, and
the NASD Board of Governors. At
least one subcommittee member will
have to be a current member of the
NAC. 

Third, the rule change expands the
period in which a hearing must be
held from 20 to 30 days. NASD Reg-
ulation has determined that 20 days
is not a sufficient period both to fin d
panelists who are available and to
coordinate the schedules of all pan-
elists, parties, and their attorneys.
Lengthening this time period does
not prejudice the member or person
because once a hearing is request-
ed, a suspension or cancellation can-
not take effect until after the
proceeding is completed. 

Fourth, Rule 8222(b)(3) is being
amended to include a provision of
current Rule 9514(e), which allows
the Association to withhold certain
documents enumerated in Rule 9251
that are privileged or constitute attor-
ney work product or are otherwise
related to an examination, inspec-
tion, or investigation. Finally, the rule
change adds a new requirement that
if the subcommittee conducting the
hearing requires that additional infor-
mation be filed, then such informa-
tion will have to be distributed
promptly to all parties and in all
cases not less than one business
day before the subcommittee ren-
ders its decision.

The revised Rule 8223(b) revises the
call for review process by placing the
authority to conduct a review with a
review panel, rather than the full
NASD Board. The ability of any Gov-
ernor to call the proceeding for
review remains intact. Under the rule
change, a review panel would con-
duct the review, rather than the full
Board. 

The reinstatement provisions set
forth in proposed Rule 8225 are
amended by providing that requests
to terminate a suspension should be
filed with the Department of Enforce-
ment. If the Department denies the
request, then a further request for
relief may be filed with the review
panel that rendered the decision in
the underlying proceeding, as long
as the request for relief is filed within
30 days after service of the decision.
The review panel would be most
familiar with the decision and issues
during this period. If the request for
relief is filed more than 30 days after
service of the decision, then the NAC
would act on the request for relief.
This would ensure that the review
panel’s responsibilities conclude
shortly after its decision is rendered
and do not continue for an indefin i t e
p e r i o d .

References throughout the Rule
Series to service by commercial couri-
er are revised to require service by
overnight commercial courier to
ensure that service is effected quickly.

Release of Disciplinary Informa-
tion: Interpretive Material 8310-2
provides for the release of disci-
plinary information to the public. The
rule change amends this Interpreta-
tion to permit the NASD to release
information about suspensions and
cancellations imposed under the
Rule 8220 Series, unless the NAC
determines otherwise. 

Amending Complaints: The rule
change enables the Department of

Enforcement to amend complaints
one time prior to the filing of respon-
sive pleadings, without Hearing Offi-
cer approval. Rule 9212 currently
requires the Department of Enforce-
ment to move to amend any com-
plaint, and a Hearing Officer to grant
such a motion before the complaint
may be amended. 

Default Provisions: The proposed
amendments to Rules 9215, 9241,
9269 and 9312 are designed to clari-
fy and consolidate the NASD Code
of Procedure (Code) default provi-
sions, and to shorten the call for
review period for default decisions to
25 days. 

These amendments also make non-
substantive changes that clarify the
existing rules. The changes clarify
that the default decisions issued by
Hearing Officers should include the
same contents as decisions issued in
litigated cases. The amendments
also clarify that either the Review
Subcommittee or the NAC may set
aside a default judgment. Further-
more, the changes clarify that
defaults need to be appealed within
25 days after the service of the deci-
sion, and that sanctions are effective
30 days after service of the decision
(other than bars and suspensions
which are effective immediately).
These time periods are already set
forth in Rules 9360 and 9311(a),
respectively.   

In addition, the changes to Rule
9312 shorten to 25 days the period in
which the General Counsel may call
a default decision for review. The
rules currently give the General
Counsel 45 days to determine
whether to call a default decision for
review, which is the same call period
for litigated decisions. 

Decisions in Settled Cases: R u l e
9270 is amended to establish that
the issuance of decisions relating to
accepted offers of settlement is to be
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done by the General Counsel. Rule
9270 currently requires that deci-
sions in settled cases be issued by
the Office of Hearing Offic e r s .
Returning decisions related to offers
of settlement to the Hearing Offic e r s
after acceptance by the NAC, the
Review Subcommittee, or the Gener-
al Counsel, however, serves no use-
ful purpose and only introduces
additional delay and the possibility of
error. 

Motions to Introduce New Evi-
dence: The change to Rule 9346(b)
imposes the requirement that
motions to introduce new evidence in
cases that are appealed or called for
review be made within 30 days of
service of the index to the record
under Rule 9321. Rule 9346(b) cur-
rently requires that motions to intro-
duce new evidence in these cases
be made within 30 days of service of
the notice of appeal (or within 35
days of service of notice of a call for
review). Because motions to intro-
duce new evidence generally can
best be made after the parties have
received copies of the official index
to the record, it is logical to key the
timing of such motions to the parties’
receipt of the index.

Effectiveness of Sanctions: R u l e
9360 is amended to state that unless
otherwise provided in decisions
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, shall become effec-
tive 30 days after the date of service
of the decision. Under the current
Rule 9360, a sanction becomes
effective on a date established by the
Chief Hearing Officer, which shall not
be earlier than 30 days after the date
of service of the decision constituting
final disciplinary action. This change
was made because the Chief Hear-
ing Officer plays no part in the fin a l
stages of a disciplinary proceeding
appealed or called for review. 

In cases involving bars or expul-
sions, Rules 9269 and 9360 are
amended to provide that service of
decisions should be done by
overnight courier, facsimile, or other
means likely to obtain prompt ser-
vice. Currently, Rule 9360 provides
for personal service for final deci-
sions imposing bars or expulsions.
Rule 9269 does not currently contain
language addressing the means by
which service of default decisions in
cases involving bars and expulsions
should be accomplished.  With
respect to final default decisions
imposing bars or expulsions, reason-
able efforts at personal service (hand
delivery) are generally not success-
ful, and with respect to litigated deci-
sions the most effective type of
service is a method such as
overnight courier or facsimile. 

Summary and Nonsummary Pro-
c e e d i n g s : The Rule 9510 Series will
be simplified by deleting certain non-
summary proceedings and consoli-
dating them with other rules or by
replacing the current procedures
with simpler procedures in a sepa-
rate rule series. As noted above, the
provisions of the Rule 9510 Series
and the Rule 8220 Series, which
both relate to failure to provide
requested information, will be con-
solidated into the Rule 8220 Series.
Similarly, the non-summary pro-
ceedings for statutory disqualific a-
tion matters will be deleted from the
Rule 9510 Series, and the Rule
9520 Series, which governs regular
statutory disqualification matters, will
be amended by adding new proce-
dures for expediting the review of a
statutory disqualification proceeding
when necessary to protect investors.
Finally, non-summary proceedings
for failure to pay fees, dues, assess-
ments, and other charges will be
deleted from the Rule 9510 Series,
and new procedures providing for a
hearing by a Hearing Officer will be
added as a new Rule 9530 Series. 

The rule change amends Rule 9511,
which sets forth the purpose of the
Rule 9510 Series, to reflect these
changes and to remove redundant
provisions that appear in Rules 9512
and 9513. 

The rule change also revises the
hearing and decision provisions of
Rule 9514. First, the amended Rule
9514(a)(1) contains a non-substan-
tive, simplifying amendment that pro-
vides that a member or person who
requests a hearing must set forth the
s p e c i fic grounds for setting aside the
notice, rather than listing in the Rule
each type of action that the member
or person would seek to reverse or
oppose at the hearing. 

Second, the Rule is amended to pro-
vide that a member that received a
notice of an advertising pre-use fil i n g
requirement under Rule 2210 or
2220 would have 30 days to request
a hearing. Under the current Rule,
which does not address pre-use fil i n g
requirements, a member or person
has seven days to request a hearing
in a non-summary proceeding.
NASD Regulation will provide addi-
tional time in the case of advertising
pre-use filing requirements because
members may need additional time
to consider whether to comply with or
contest the requirements. 

Third, the custodian of record provi-
sion under Rule 9514(f)(5) autho-
rizes the Office of Hearing Officers to
act as custodian for non-summary
proceedings for a failure to comply
with an arbitration award or settle-
ment agreement related to an NASD
arbitration or mediation. Under Rule
9514(b)(1), Hearing Officers serve as
the adjudicators in such proceedings,
and as such, the Office of Hearing
O f ficers is a more appropriate custo-
dian than the NASD Regulation
O f fice of General Counsel.

Rule 9516 is amended to provide
that a request for reinstatement
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could be made after either a summa-
ry or a non-summary proceeding
under the Rule 9510 Series. Current-
ly, reinstatement is available only
after a non-summary proceeding. 

Eligibility Proceedings: The Rule
9520 Series, which concerns statu-
tory disqualifications, is amended to
clarify certain procedures and to
expedite statutory disqualification
proceedings if necessary to protect
investors. Rule 9522(a) is amended
to clarify that although a statutory
disqualification proceeding may be
initiated by the Association, a mem-
ber has an independent obligation
to initiate such a proceeding if it
wishes to continue to associate with
a statutorily disqualified person.
The Rule is further amended to pro-
vide that if a member does not
respond to a statutory disqualifica-
tion notice issued by the Associa-
tion by filing a request for relief
within 10 days, the member’s mem-
bership may be canceled and the
associated person’s registration
may be revoked, unless the NAC
grants an extension of time to
respond for good cause shown.

NASD Regulation amended Rule
9525 to provide for an expedited
review of statutory disqualific a t i o n
proceedings if the Statutory Disquali-
fication Committee requests an
expedited review and the NASD
Board Executive Committee deter-
mines that such action is necessary
for the protection of investors. In
such a case, any Governor could call
the proceeding for review. If such a
call were made, a review panel
would conduct the review, as in
amended Rule 8223 (b)(2).

Suspension or Cancellation for
Failure to Pay Dues, Fees, and
Other Charges: The new Rule 9530
Series sets forth procedures for sus-
pending or canceling the member-
ship of a member or the registration
of an associated person who fails to

pay fees, dues, assessments, or
other charges. Procedures for such a
cancellation or suspension are cur-
rently set forth in the Rule 9510
Series. Under the rule change, the
NASD Treasurer would be autho-
rized to initiate such proceedings by
sending a notice to the member or
associated person. The hearing
would be conducted by a Hearing
O f ficer, who would be authorized to
suspend or cancel the membership
of a member or the registration of a
person. The hearing procedures are
modeled on the Rule 8220 Series.

The rule change does not include a
call for review because the issues to
be resolved in this type of proceed-
ing are narrow and largely adminis-
trative. NASD Regulation has
determined that it would be more effi-
cient to have one Hearing Offic e r
conduct the hearing and render a
final decision. Hearing Officers are
well-suited to resolve the issues pre-
sented in hearings for failure to pay
fees due to their training and experi-
ence in the NASD’s disciplinary pro-
ceedings under the Rule 9200 Series
and in non-summary proceedings for
failure to pay arbitration awards
under the Rule 9510 Series.

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

b r a c k e t e d . )

0100. GENERAL PROVISIONS

0120. Definitions

(m) “National Adjudicatory Coun-
c i l [Business Conduct Commit-
t e e ] ”

The term “National A d j u d i c a t o r y
C o u n c i l [Business Conduct Commit-
tee]” means the committee of [the
Board of Directors of] NASD Regula-
tion which may be authorized and
directed to act for the Board of Direc-
tors of NASD Regulation in a manner

consistent with the By-Laws of
NASD Regulation, the Rules of the
Association, and the Delegation Plan
with respect to (1) an appeal or
review of a disciplinary proceeding;
(2) a statutory disqualification deci-
sion; (3) a review of a membership
proceeding; (4) a review of an offer
of settlement, a letter of acceptance,
waiver, and consent, and a minor
rule violation plan letter; (5) the exer-
cise of exemptive authority; and (6)
such other proceedings or actions
authorized by the Rules of the Asso-
ciation. 

2000. BUSINESS CONDUCT

2200. COMMUNICATIONS
WITH CUSTOMERS AND THE
PUBLIC

2210. Communications With
The Public

(c) Filing Requirements and
Review Procedures

(4) (A) Notwithstanding the foregoing
provisions, [any District Business
Conduct Committee of the Associa-
tion] the Department, upon review of
a member's advertising and/or sales
literature, and after determining that
the member has departed and there
is a reasonable likelihood that the
member will again depart from the
standards of this Rule, may require
that such member file all advertising
and/or sales literature, or the portion
of such member's material which is
related to any specific types or class-
es of securities or services, with the
Department [and/or the District Com-
mittee], at least ten days prior to use.
The member must provide with each
filing the actual or anticipated date of
first use.

(B) The [Committee] D e p a r t m e n t
shall notify the member in writing of
the types of material to be filed and
the length of time such requirement
is to be in effect. The requirement
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shall not exceed one year, however,
and shall not take effect until 30 days
after the member receives the written
notice, during which time the mem-
ber may request a hearing [before
the District Business Conduct Com-
mittee] under Rule 9514, and any
such hearing shall be held in reason-
able conformity with the hearing and
appeal procedures of the [Code of
Procedure as contained in the] Rule
[9000] 9 5 1 0 S e r i e s .

2220. Options Communica-
tions with the Public

(c) Association Approval Require-
ments and Review Procedures

(1) In addition to the approval
required by paragraph (b) of this
Rule, every advertisement and all
educational material of a member or
member organization pertaining to
options shall be submitted to the
Advertising/Investment Companies
Regulation Department of the Asso-
ciation ( " D e p a r t m e n t " ) at least ten
days prior to use (or such shorter
period as the Association may allow
in particular instances) for approval
and, if changed or expressly disap-
proved by the Association, shall be
withheld from circulation until any
changes specified by the Association
have been made or, in the event of
disapproval, until the advertisement
or educational material has been
resubmitted for, and has received,
Association approval.

(2) (A) Notwithstanding the foregoing
provision, [any District Business
Conduct Committee of the Associa-
tion] the Department, upon review of
a member's options advertisements,
educational material and/or sales lit-
erature, and after determining that
the member will again depart from
the standards of this Rule, may
require that such member file all
options advertisements, educational
material and/or sales literature, or the
portions of such member's material

that is related to any specific types or
classes of securities or services, with
the [Association and/or the District
Committee] D e p a r t m e n t, at least ten
days prior to use.

(B) The [Committee] D e p a r t m e n t
shall notify the member in writing of
the types of material to be filed and
the length of time such requirement
is to be in effect. The requirement
shall not exceed one year, however,
and shall not take effect until 30 days
after the member receives the written
notice, during which time the mem-
ber may request a hearing [before
the District Business Conduct Com-
mittee] under Rule 9514, and any
such hearing shall be in conformity
with the hearing and appeal proce-
dures of the [Code of Procedure, as
set forth in the] Rule [9000] 9 5 1 0
Series. 

2320. Best Execution and
Interpositioning

(a) In any transaction for or with a
customer, a member and persons
associated with a member shall use
reasonable diligence to ascertain the
best inter-dealer market for the sub-
ject security and buy or sell in such
market so that the resultant price to
the customer is as favorable as pos-
sible under prevailing market condi-
tions. Among the factors t h a t [ w h i c h ]
will be considered [by the Business
Conduct Committees] in d e t e r m i n i n g
whether a member has used [ a p p l y-
ing the standard of] "reasonable dili-
gence" [in this area] are:

(g) (1) In any transaction for or with a
customer pertaining to the execution
of an order in a non-Nasdaq security
(as defined in the Rule 6700 Series),
a member or person associated with
a member, shall contact and obtain
quotations from three dealers (or all
dealers if three or less) to determine
the best inter-dealer market for the
subject security.

(2) Pursuant to the Rule 9600 Series,
[ T ]the staff, for good cause shown
[upon written request,] after taking
into consideration all relevant factors,
may exempt any transaction or
classes of transactions, either uncon-
ditionally or on specified terms, from
any or all of the provisions of this
paragraph if it determines that such
exemption is consistent with the pur-
pose of this Rule, the protection of
investors, and the public interest.
[Any decision whether to grant such
an exemption may be appealed to
the National Business Conduct Com-
m i t t e e . ]

8210. Provision of Information
and Testimony and Inspection
and Copying of Books

(a) Authority of Adjudicator and
Association Staff

For the purpose of an investigation,
complaint, examination, or proceed-
ing authorized by the NASD By-Laws
or the Rules of the Association, an
Adjudicator or Association staff shall
have the right to:

(1) require a member, person associ-
ated with a member, or person sub-
ject to the Association's jurisdiction to
provide information orally, in writing,
or electronically (if the requested
information is, or is required to be,
maintained in electronic form) and to
testify at a location specified by
Association staff, under oath or affir-
mation administered by a court
reporter or a notary public if request-
ed, with respect to any matter
involved in the investigation, com-
plaint, examination, or proceeding;
and 

(2) No change.

8220. Suspension or Cancella-
tion for Failure to Provide
Requested Information 

8221. Notice
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(a) Notice to Member

If a member fails to provide any infor-
mation, report, material, data, or tes-
timony requested pursuant to the
NASD By-Laws or the Rules of the
Association, or fails to keep its mem-
bership application or supporting
documents current, the [National
Adjudicatory Council] Department of
E n f o r c e m e n t 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 [from] o f m e m b e r s h i p .

(b) Notice to Person Associated
with Member

If a person associated with a mem-
ber fails to provide any information,
report, material, data, or testimony
requested pursuant to the NASD By-
Laws or the Rules of the Association,
the [National Adjudicatory Council]
Department of Enforcement m a y
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 ser-
vice of the notice constitutes grounds
for suspending the association of the
person with the member.

(c) Service of Notice

The [National Adjudicatory Council]
Department of Enforcement s h a l l
serve the member or person associ-
ated with a member with such notice
via personal service or o v e r n i g h t
commercial courier.

8222. Hearing

(a) Request for Hearing

Within five days after the date of ser-
vice of a notice issued under Rule
8221, a member or person associat-
ed with a member served with a
notice under Rule 8221(c) may fil e

with the [National Adjudicatory Coun-
cil] NASD Regulation Office of Gen-
eral Counsel a written request for an
expedited hearing before a subcom-
mittee of the National Adjudicatory
Council. The request shall state with
s p e c i ficity why the member or asso-
ciated person believes that there are
i n s u f ficient grounds for suspension
or cancellation or any other reason
for setting aside the notice issued [by
the National Adjudicatory
C o u n c i l ]under Rule 8221.

(b) Hearing Procedures

(1) Appointment of Subcommittee

If a hearing is requested, the Nation-
al Adjudicatory Council or the
Review Subcommittee described in
Rule 9120 shall appoint a subcom-
mittee to conduct the hearing and
decide whether the member or per-
son associated with a member
should be suspended or canceled.
The subcommittee shall be com-
posed of a c u r r e n t member of the
National Adjudicatory Council and
one or more current or former mem-
bers of the National Adjudicatory
C o u n c i l, NASD Regulation Board
[ a n d ], or [the] NASD Board.

(2) Time of Hearing

The hearing shall be held within [20]
3 0 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 associ-
ated with a member with written
notice of the date and time of the
hearing via o v e r n i g h t c o m m e r c i a l
courier or facsimile and notify the
[appropriate department or office of
NASD Regulation] Department of
E n f o r c e m e n t of the date and time of
the hearing. [The appropriate depart-
ment or office of NASD Regulation
(hereinafter "appropriate department
or office" in the Rule 8220 Series)
shall be the department or office that

issued the request for the informa-
tion, report, material, data, or testi-
mony that the member or associated
person failed to provide, or in the
case of a member that failed to keep
its membership application or sup-
porting documents current, the
Department of Member Regulation.]

(3) Transmission of Documents

Not later than seven days before the
hearing, the [subcommittee] D e p a r t-
ment of Enforcement shall serve the
member or person associated with a
member via o v e r n i g h t c o m m e r c i a l
courier with all documents that were
considered in connection with the
[National Adjudicatory Council’s]
decision to issue a notice under Rule
8 2 2 1, unless a document meets the
criteria of Rule 9251(b) (1)(A), (B), or
(C). A document that meets such cri-
teria shall not constitute part of the
record, but shall be retained by the
Association until the date upon which
the Association serves a final deci-
sion or, if applicable, upon the con-
clusion of any review by the
Commission or the federal courts.
The Department of Enforcement
shall provide a copy of the docu-
ments transmitted to the member or
person associated with a member to
the subcommittee.

(4) Counsel

The member or person associated
with a member and the [appropriate
department or office] Department of
E n f o r c e m e n t 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 asso-
ciated with a member and the
[appropriate department or offic e ]
Department of Enforcement s h a l l
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exchange copies of proposed hear-
ing exhibits and witness lists and pro-
vide copies of the same to the
s u b c o m m i t t e e .

(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 [appropriate depart-
ment or office] Department of
E n f o r c e m e n t to submit additional
information. Any additional informa-
tion submitted shall be provided
p r o m p t l y to all parties at least one
business day before the subcommit-
tee renders its decision.

(8) Transcript

No change.

(9) Record

The record shall consist of all docu-
ments that were considered in con-
nection with the [National Adjudicatory
Council’s] decision to issue a notice
under Rule 8221, the notice issued
under Rule 8221, the request for
hearing filed under Rule 8222, the
transcript of the hearing, and each
document or other item of evidence
presented to or considered by the
subcommittee. The Office of the Gen-
eral Counsel of NASD Regulation
shall be the custodian of the record.

(10) Failure to Appear at Hearing

If a member or person associated
with a member fails to appear at a
hearing for which it has notice, the
subcommittee may dismiss the
request for a hearing as abandoned,
and the notice [of the National Adju-
dicatory Council] issued under Rule
8221 shall become the final action of
the Association. Upon a showing of

good cause, the subcommittee may
withdraw a dismissal entered pur-
suant to this subparagraph. 

8223. Decision

(a) Subcommittee

(1) Proposed Written Decision

The subcommittee may suspend o r
c a n c e l the membership of a member
or suspend the association of a per-
son with a member for failure to take
the action required by the notice
issued under Rule 8221. The sub-
committee shall prepare a proposed
written decision, and if the subcom-
mittee determines that a suspension
should be imposed, the proposed
written decision shall state the
grounds for the suspension or can-
c e l l a t i o n and the conditions for termi-
nating the suspension. The
subcommittee shall provide its pro-
posed written decision to the NASD
Board of Governors.

(2) Issuance of Decision After
Expiration of Call for Review Peri-
o d

If no Governor calls the [suspension]
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 fin a l
written decision on the member or
associated person via o v e r n i g h t
commercial courier or facsimile.

(b) NASD Board of Governors

(1) Call For Review by Governor

A Governor may call the suspension
or cancellation proceeding for review
if the call for review is made not later
than ten days after the Governor
receives the subcommittee's pro-
posed written decision. By a unani-
mous vote of the NASD Board of
Governors, the NASD Board of Gov-

ernors may shorten the call for
review period to less than ten days.
By an affirmative vote of the majority
of the NASD Board of Governors
then in office, the NASD Board of
Governors may, during the ten day
period, vote to extend the period to
more than ten days.

(2) Review and Decision

If a Governor calls the suspension o r
c a n c e l l a t i o n proceeding for review
within the time prescribed in sub-
paragraph (1), [the NASD Board of
Governors] a review panel shall m e e t
a n d conduct a review not later than
[its next meeting] 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 pro-
ceeding for review shall serve on the
review panel in lieu of a member of
the Executive Committee who has
the same classification (Industry,
Non-Industry, or Public) as such
G o v e r n o r . The [NASD Board of Gov-
ernors] review panel may affir m ,
modify, or reverse the decision of the
subcommittee. Not later than seven
days after the [NASD Board of Gov-
ernors] review panel meeting, the
[NASD Board of Governors] r e v i e w
p a n e l shall serve a final written deci-
sion on the member or person asso-
ciated with a member via o v e r n i g h t
commercial courier or facsimile. The
decision shall state the disposition of
the suspension or cancellation p r o-
ceeding, and if a suspension is
imposed, state the grounds for the
suspension and the conditions for
terminating the suspension.

(c) Effective Date

No change.

8224. Notice to Membership

The Association shall provide notice
of a suspension or cancellation
under the Rule 8220 Series and the
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grounds therefor in the next member-
ship supplement.

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 [appropri-
ate department or office] D e p a r t m e n t
of Enforcement.

(b) Response by Department of
E n f o r c e m e n t

The head of the [appropriate depart-
ment or office] Department of
E n f o r c e m e n t shall respond to the
request in writing within five days
after receipt of the request.

(1) Request Granted

If the head of the [appropriate depart-
ment or office] Department of
E n f o r c e m e n t 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 o v e r n i g h t c o m-
mercial courier or facsimile.

(2) Request Denied

If the head of the department or
o f fice denies the request, the sus-
pended member or person associat-
ed with a member may file a written
request for relief with the [National
Adjudicatory Council] NASD Regula-
tion 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, [ T h e
National Adjudicatory Council] t h e

review panel constituted under Rule
8 2 2 3 shall respond to the request f o r
r e l i e f 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 o v e r n i g h t c o m m e r c i a l
courier or facsimile.

8300. SANCTIONS

IM-8310-2. Release of Disci-
plinary Information

(d) (1) The Association shall release
to the public information with respect
to any disciplinary decision issued
pursuant to the Rule 9000 Series
imposing a suspension, cancellation
or expulsion of a member; or sus-
pension or revocation of the registra-
tion of a person associated with a
member; or suspension or barring of
a member or person associated with
a member from association with all
members; or imposition of monetary
sanctions of $10,000 or more upon a
member or person associated with a
member; or containing an allegation
of a violation of a Designated Rule;
and may also release such informa-
tion with respect to any disciplinary
decision or group of decisions that
involve a significant policy or
enforcement determination where
the release of information is deemed
by the President of NASD Regula-
tion, Inc. to be in the public interest.
The Association also may release to
the public information with respect to
any disciplinary decision issued pur-
suant to the Rule 8220 Series impos-
ing a suspension or cancellation of
the member or a suspension of the

association of a person with a mem-
ber, unless the National Adjudicatory
Council determines otherwise. T h e
National Adjudicatory Council may,
in its discretion, determine to waive
the requirement to release informa-
tion with respect to a disciplinary
decision under those extraordinary
circumstances where the release of
such information would violate funda-
mental notions of fairness or work an
i n j u s t i c e .

9000. CODE OF PROCEDURE

9200. DISCIPLINARY PRO-
CEEDINGS

9212. Complaint Issuance--
Requirements, Service,
Amendment, Withdrawal, and
Docketing

(a) Form, Content, Notice, Docket-
ing, and Service

No change. 

(b) Amendments to Complaint

The Department of Enforcement 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,
u[U]pon motion by the Department of
Enforcement, the Hearing Offic e r
may permit the Department of
Enforcement to amend the complaint
to include new matters of fact or law,
[at any time] after considering
whether the Department of Enforce-
ment has shown good cause for the
a m e n d m e n t [shown by the Depart-
ment of Enforcement] and w h e t h e r
any Respondent will suffer any unfair
prejudice if the amendment is
a l l o w e d [to any Respondent, permit
the Department of Enforcement to
amend a complaint to include new
matters of fact or law].
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9215. Answer to Complaint

(e) Extension of Time to Answer
Amended Complaint

If a complaint is amended pursuant
to Rule 9212(b), the time for filing an
answer or amended answer shall be
the greater of the original time period
within which the Respondent is
required to respond, or [extended to]
14 days after service of the amended
complaint. If any Respondent has
already filed an answer, such
Respondent shall have 14 days after
service of the amended complaint,
unless otherwise ordered by the
Hearing Officer within which to file an
amended answer.

(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 shall send a second
notice to such Respondent requiring
an answer within 14 days after ser-
vice of the second notice. The sec-
ond notice shall state that failure of
the Respondent to reply within the
period specified shall allow the Hear-
ing 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) i s s u e [enter] a
default decision against the Respon-
dent [pursuant to Rule 9269]. If t h e
Respondent fails to file an [ n o ]
answer [is filed] with the Office of
Hearing Officers within the time
r e q u i r e d, the Hearing Officer may
i s s u e [allegations of the complaint
may be considered admitted by such
Respondent and] a default decision
against the Respondent pursuant to
Rule 9269 [may be issued by the
Hearing Officer. A Respondent may,
for good cause shown, move the
National Adjudicatory Council to set
aside a default].

9241. Pre-hearing Conference

(a) through (e)

No change.

(f) Failure to Appear: Default

The Hearing Officer may issue a
default decision, pursuant to Rule
9269, against a[A] Party t h a t [ w h o ]
fails to appear, in person or through
counsel or a representative, at a pre-
hearing conference of which t h e
P a r t y [he or she] has [been duly] d u e
n o t i c e [ n o t i fied, may be deemed in
default pursuant to Rule 9269. A
Party may, for good cause shown,
file a motion to set aside the default].

9269. Default Decisions
[Failure to Appear at Hearing;
Defaults]

(a) Issuance of Default Decisions
[Failure to Appear May Result in
Default Decision]

(1) The Hearing Officer may issue a
default decision against a Respon-
dent that fails to answer the com-
plaint within the time afforded under
Rule 9215, or a Party that fails to
appear at a pre-hearing conference
held pursuant to Rule 9241 of which
the Party has due notice, or a [ A ]
Party t h a t [who] fails to appear at [a]
a n y hearing that a Party is required
to attend under the Rule 9200 Series
of which the Party [he or she has
been] has due notice [been duly noti-
fied may be deemed to be in default].

(2) If the defaulting Party is the
R e s p o n d e n t , [As a consequence of
the default], the Hearing Officer may
d e e m the allegations against [a non-
appearing] t h a t Respondent [may be
deemed] admitted [and a default
decision entered by the Hearing Offi-
cer]. If the [non-appearing Party]
defaulting Party is the Department of
Enforcement, the Hearing Offic e r
may issue a default decision o r d e ri n g

that the complaint be dismissed with
prejudice. 

(3) [In addition, t]The Hearing Offic e r
may order a Party that fails to appear
at the pre-hearing conference or the
hearing to [the non-appearing Party]
pay the costs incurred by other Par-
ties in connection with their appear-
ance [at the hearing].

(b) Contents of Decision [ R e q u e s t
to Set Aside Default

A party may, for good cause shown,
file a motion to set aside a default,
dismissal, and the imposition of
c o s t s . ]The contents of a default deci-
sion shall conform to the require-
ments of Rule 9268(b).

(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, either the Review Subcom-
mittee or the National Adjudicatory
Council may enter such an order.

(d) Final Disciplinary Action of the
Association; Effectiveness of
S a n c t i o n s

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 Par-
ties, the default decision shall
become the final disciplinary action
of the Association for purposes of
SEC Rule 19d-1(c)(1). Unless other-
wise provided in the default decision,
the sanctions shall become effective
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 deci-
sion becoming the final disciplinary
action of the Association. The Asso-
ciation shall serve the decision on a
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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

(e) Uncontested Offers of 
S e t t l e m e n t

(1) through (2)

No change.

(3) If the offer of settlement and order
of acceptance are accepted by the
National Adjudicatory Council, the
Review Subcommittee, or the Gener-
al Counsel, they shall become fin a l
and [the National Adjudicatory Coun-
cil, the Review Subcommittee or] the
General Counsel shall [communicate
the acceptance to the Hearing Offi-
cer who shall thereafter] issue the
order and notify the Office of Hearing
O f fic e r s.

(f) Contested Offers of Settlement

(3) If the offer of settlement and order
of acceptance are accepted by the
National Adjudicatory Council or the
Review Subcommittee, the G e n e r a l
C o u n s e l [National Adjudicatory
Council or the Review Subcommittee
shall communicate the acceptance to
the Hearing Officer who] shall [there-
after] issue the order and notify the
O f fice of Hearing Offic e r s.

9312. Review Proceeding by
National Adjudicatory Council 

(a) Call for Review 

(1) Rule 9268 Decision

No change.

(2) Rule 9269 Decision

A default decision issued pursuant to
Rule 9269 shall be subject to a call

for review by the General Counsel,
on his or her own motion within 2 5
[45] days after the date of service of
the decision. If called for review,
such decision shall be reviewed by
the National Adjudicatory Council.

9346. Evidence in National
Adjudicatory Council 
Proceedings

(a) Scope of Review

No change.

(b) Leave to Introduce Additional
E v i d e n c e

A Party may apply to the Subcom-
mittee or, if applicable, the Extended
Proceeding Committee, or the
National Adjudicatory Council for
leave to introduce additional evi-
dence by motion filed not later than
30 days after the Office of Hearing
O f ficers transmits to the National
Adjudicatory Council and serves
upon all Parties the index to the
record, pursuant to Rule 9321 [ s e r-
vice of such Party’s notice of appeal
or cross-appeal or not later than 35
days after service upon the Party by
the National Adjudicatory Council of
a notice of review]. The motion shall
describe each item of proposed new
evidence, demonstrate that there
was good cause for failing to intro-
duce it below, demonstrate why the
evidence is material to the proceed-
ing, and be filed and served.  The
Party may attach the documentary
evidence as an exhibit to the motion.
By a motion filed in accordance with
Rule 9146, a Party may request an
extension of the period during which
a Party may file a motion for leave to
introduce additional evidence. A
Party shall demonstrate that there
was good cause for failing to file the
motion for leave to introduce addi-
tional evidence during the period pre-
s c r i b e d .

9360. Effectiveness of 
Sanctions

Unless otherwise provided in the
decision issued under Rule 9349 or
Rule 9351, a[A] sanction (other than
a bar or an expulsion) specified in a
decision constituting final disciplinary
action of the Association for purpos-
es of SEC Rule 19d-1(c)(1) shall
become effective [on a date estab-
lished by the Chief Hearing Offic e r ,
which shall not be earlier than] 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 purpos-
es of SEC Rule 19d-1(c)(1), unless
otherwise specified therein. The
Association shall [take reasonable
steps to obtain personal service of]
serve the decision on a Respondent
by overnight courier, facsimile or
other means reasonable likely to
obtain prompt service when the
sanction is a bar or an expulsion.

9500. [SUSPENSION, CAN-
CELLATION, BAR, DENIAL OF
ACCESS, AND ELIGIBILITY,]
OTHER [PROCEDURES] 
PROCEEDINGS

9510. [Procedures for] Sum-
mary and Non-Summary Pro-
ceedings [Suspension,
Cancellation, Bar, Limitation,
or Prohibition]

9511. Purpose and 
Computation of Time

(a) Purpose

[(1) The purpose of the Rule 9510
Series is to set forth procedures for
certain suspensions, cancellations,
bars, and limitations and prohibitions
on access to the Association's ser-
vices authorized by the Act and the
NASD By-Laws. Pursuant to Section
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15A(h)(3) of the Act, the Association
may summarily:]

[(A) suspend a member or associat-
ed person who has been and is
expelled or suspended from any self-
regulatory organization or barred or
suspended from being associated
with a member of any self-regulatory
o r g a n i z a t i o n ; ]

[(B) suspend a member who is in
such financial or operating diffic u l t y
that the Association determines and
so notifies the Commission that the
member cannot be permitted to con-
tinue to do business as a member
with safety to investors, creditors,
other members, or the Association;
o r ]

[(C) limit or prohibit any person with
respect to access to services offered
by the Association if subparagraph
(A) or (B) applies to such person, or
in the case of a person who is not a
member, if the Association deter-
mines that such person does not
meet the qualification requirements
or other prerequisites for such
access and such person cannot be
permitted to continue to have such
access with safety to investors, credi-
tors, members, or the Association.]

[(2) The Association also may take
the following actions, after notice and
opportunity for hearing:]

[(A) cancel the membership of a
member that becomes ineligible for
continuance in membership, or that
continues to be associated with an
ineligible person, or suspend or bar a
person from continuing to be associ-
ated with a member because such
person is or becomes ineligible for
association under Article III, Section
3 of the NASD By-Laws;]

[(B) suspend or cancel the member-
ship of a member or the registration
of a person for failure to pay fees,
dues, assessments, or other
charges; failure to submit a required

report or information related to such
payment; or failure to comply with an
arbitration award or a settlement
agreement related to an arbitration or
mediation under Article VI, Section 3
of the NASD By-Laws;]

[(C) cancel the membership of a
member for failure to file or submit
on request any report, document, or
other information required to be fil e d
with or requested by the Association
under Article VII, Section 2 of the
NASD By-Laws; and]

[(D) limit or prohibit any member,
associated person, or other person
with respect to access to services
offered by the Association or a mem-
ber thereof if the Association deter-
mines that such person does not
meet the qualification requirements
or other prerequisites for such
access or such person cannot be
permitted to continue to have such
access with safety to investors, credi-
tors, members, or the Association.]

[(3) Other procedures for suspending
the membership of a member, sus-
pending the registration of an associ-
ated person, or suspending a person
from association with any member
are found in the Rule 8220 Series
and Rule 8320. Procedures for listing
q u a l i fication matters are found in the
Rule 9700 Series; the Rule 9510
Series does not apply to listing quali-
fication matters.]

The Rule 9510 Series sets forth pro-
cedures for: (1) summary proceed-
ings authorized by Section 15A(h)(3)
of the Act; and (2) non-summary pro-
ceedings to impose (A) a suspension
or cancellation for failure to comply
with an arbitration award or a settle-
ment agreement related to an arbi-
tration or mediation pursuant to
Article VI, Section 3 of the NASD By-
Laws; (B) a suspension or cancella-
tion of a member, or a limitation or
prohibition on any member, associat-
ed person, or other person with 

respect to access to services offered
by the Association or a member
thereof, if the Association determines
that such member or person does
not meet the qualification require-
ments or other prerequisites for such
access or such member or person
cannot be permitted to continue to
have such access with safety to
investors, creditors, members, or the
Association; or (C) an advertising
pre-use filing requirement.

(b) Computation of Time

For purposes of the [9510] Rule
9 5 1 0 Series, time shall be computed
as set forth in Rule 9138, except that
intermediate Saturdays, Sundays,
and holidays shall be included in the
c o m p u t a t i o n .

9512. Initiation of Summary
[Proceedings for Summary
Suspension, Limitation, or
Prohibition] Proceeding

No change.

9513. Initiation of Non-Sum-
mary Proceeding[s] [for Non-
Summary Suspension,
Cancellation, Bar, Limitation,
or Prohibition]

(a) Notice

Association staff [shall] m a y initiate a
proceeding authorized under [Sec-
tion 3 of Article III, Section 3 of Article
VI, or Section 2 of Article VII of the
NASD By-Laws, or] Rule
9511(a)(2)[(D)] (A) or (B), by issuing
a written notice to the member, asso-
ciated person, or other person. The
notice shall specify the grounds for
and effective date of the cancellation,
suspension, bar, limitation, or prohi-
bition and shall state that the mem-
ber, 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.
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(b) Effective Date

[For any cancellation, suspension, or
bar under Section 3 of Article III of
the NASD By-Laws, the effective
date shall be at least seven days
after service of the notice on the
member or associated person.] For
any cancellation or suspension
[under Section 3 of Article VI or Sec-
tion 2 of Article VII of the NASD By-
Laws] pursuant to Rule
9 5 1 1 ( a ) ( 2 ) ( A ), the effective date shall
be at least 15 days after service of
the notice on the member or associ-
ated person. For any action pursuant
to Rule 9511(a)(2)(B), the effective
date shall be at least seven days
after service of the notice on the
member or person, except that the
effective date for a notice of a l i m i t a-
tion or prohibition on access to ser-
vices offered by the Association or a
member thereof [pursuant to Rule
9511(a)(2)(D), the effective date shall
be upon receipt of the notice] with
respect to services to which the
member, associated person, or other
person does not have access [and
shall be at least seven days after ser-
vice of the notice with respect to ser-
vices to which the member,
associated person, or other person
already has access] shall be upon
receipt of the notice.

9514. Hearing and Decision

(a) Request

(1) Request by Member, Associat-
ed Person, or Other Person

A member, associated person, or
other person who is subject to a
notice issued under Rule 2210, 2220,
9 5 1 2 ( a ), or 9513(a) may file a written
request for a hearing with the Associ-
ation. The request shall state [either]
the specific grounds for [reversing the
summary suspension, limitation, or
prohibition or for opposing the cancel-
lation, suspension, bar, limitation, or
prohibition] setting aside the notice.

The request shall be filed pursuant to
Rules 9135, 9136, and 9137 within
seven days after service of the notice
under Rule 9512 or 9513, or, with
respect to notice of a pre-use fil i n g
requirement under Rule 2210(c)(4)
and Rule 2220(c)(2), within 30 days of
such notice. The member, associated
person, or other person may withdraw
its request for a hearing at any time by
filing a written notice with the Associa-
tion pursuant to Rules 9135, 9136,
and 9137.

(2) Failure to File Request

If the member, associated person, or
other person subject to the notice
issued under Rule 2210, 2220,
9 5 1 2 ( a ), or 9513(a) does not file a
written request for a hearing under
subparagraph (1), the notice shall
constitute final action by the Associa-
t i o n .

(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, 9 5 1 2, o r
9513 files a written request for a
hearing, an appropriate department
or office of the Association shall be
designated as a Party in the pro-
ceeding, and a Hearing Panel shall
be appointed.

(1) If the President of NASD Regula-
tion or NASD Regulation staff issued
the notice initiating the proceeding
under Rule 2210, 2220, 9 5 1 2 ( a ), o r
9513(a), the President of NASD
Regulation shall designate an appro-
priate NASD Regulation department
or office as a Party. For proceedings
initiated under Rule 9513(a) concern-
ing failure to comply with an arbitra-
tion award or a settlement

agreement related to an NASD arbi-
tration or mediation, the Chief Hear-
ing Officer shall appoint a Hearing
Panel composed of a Hearing Offi-
cer. For any other proceedings initiat-
ed under Rule 2210, 2220, 9 5 1 2 ( a ) ,
or 9513(a) by the President of NASD
Regulation or NASD Regulation staff,
the NASD Regulation Board shall
appoint a Hearing Panel composed
of two or more members; one mem-
ber shall be a Director of NASD Reg-
ulation, and the remaining member
or members shall be current or for-
mer Directors of NASD Regulation or
Governors. The President of NASD
Regulation may not serve on a Hear-
ing Panel.

(2) No change.

(c) Stays

(1) Summary P r o c e e d i n g [ S u s p e n-
sion, Limitation, or Prohibition]

No change.

(2) Non-Summary [Cancellation,
Suspension, Bar, Limitation, or
Prohibition] P r o c e e d i n g

Unless the NASD Board orders oth-
erwise, a request for a hearing shall
stay the notice issued under Rule
2210, 2220, or 9513, except that a
request for a hearing shall not stay a
notice of a limitation or prohibition on
services offered by the Association
or a member thereof with respect to
services to which a member, associ-
ated person, or other person does
not have access.

(d) Time of Hearing

(1) Summary [Suspension] 
P r o c e e d i n g

No change.

(2) Non-Summary [Suspension,
Cancellation, Bar, Limitation or
Prohibition] P r o c e e d i n g
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If a member, associated person, or
other person who is subject to a
notice issued under Rule 2 2 1 0 ,
2220, or 9513(a) files a written
request for a hearing, a hearing shall
be held within 21 days after the fil i n g
of the request for hearing. The Hear-
ing Panel may, during the initial 21
day period, extend the time in which
the hearing shall be held by an addi-
tional 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 fac-
simile or overnight commercial couri-
e r .

(e) Transmission of Documents

(1) Not less than five days before the
hearing, the Association shall pro-
vide to the member, associated per-
son, or other person who requested
the hearing, by facsimile or overnight
commercial courier, all documents
that were considered in issuing the
notice under Rule 2210, 2220, 9 5 1 2,
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 fin a l
decision or, if applicable, upon the
conclusion of any review by the
Commission or the federal courts.

(2) No change.

(f) Hearing Panel Consideration

(1) - (3) No change.

(4) Record

The record shall consist of: (1) the
notice issued under Rule 2 2 1 0 ,
2 2 2 0 , 9 5 1 2, or 9513; (2) all docu-
ments transmitted by the Association
under Rule 9514(e)(1); (3) the
request for hearing; (4) any other

submissions by the Parties; (5) any
evidence considered at the hearing;
and (6) the transcript of the hearing
and any corrections thereto.

(5) Custodian of the Record 

If the President of NASD Regulation
or NASD Regulation staff initiated
the proceeding under Rule 2 2 1 0 ,
2 2 2 0 , 9 5 1 2, or 9513, the Office of
the General Counsel of NASD Regu-
lation shall be the custodian of the
r e c o r d, except that the Office of
Hearing Officers shall be the custodi-
an of record for proceedings initiated
under Rule 9513(a) concerning fail-
ure to comply with an arbitration
award or a settlement agreement
related to an NASD arbitration or
m e d i a t i o n. If the President of Nasdaq
or Nasdaq staff initiated the proceed-
ing under Rule 9512 or 9513, the
O f fice of the General Counsel of
Nasdaq shall be the custodian of the
r e c o r d .

(6) Evidence Not Admitted

No change.

(g) Decision of the Hearing Panel

(1) Summary [Suspension, Limita-
tion, or Prohibition] P r o c e e d i n g

No change.

(2) Non-Summary [Suspension,
Cancellation, Bar, Limitation, or
Prohibition] P r o c e e d i n g

Based on its review of the record, the
Hearing Panel shall decide whether
a cancellation, suspension, bar, limi-
tation, [or] prohibition, or pre-use fil-
ing requirement shall be imposed or
continue to be imposed. The Hearing
Panel shall prepare a proposed writ-
ten decision pursuant to subpara-
graph (3).

(3) Contents of Decision

The decision shall include:

(A) a statement setting forth the spe-
c i fic statute, rule, or NASD by-law
that authorized the proceeding;

(B) a statement describing the inves-
tigative or other origin of the pro-
c e e d i n g ;

(C) the grounds for issuing the notice
under Rule 2210, 2220, 9 5 1 2, o r
9 5 1 3 ;

(D) a statement of findings of fact
with respect to any act or practice
that was alleged to have been com-
mitted or omitted by the member,
associated person, or other person;

(E) a statement in support of the dis-
position of the principal issues raised
in the proceedings; and

(F) if a summary suspension, limita-
tion, or prohibition continues to be
imposed, the specific grounds for
imposing such suspension, limitation,
or prohibition, and the terms of the
suspension, limitation, or prohibi-
t i o n [ , ]; or, if a non-summary suspen-
sion, cancellation, bar, limitation, [or]
prohibition or pre-use filing require-
m e n t is to be imposed or continue to
be imposed, [the] i t s effective date,
time, and terms [of the suspension,
cancellation, bar, limitation, or prohi-
b i t i o n ] .

(4) Issuance of Decision After
Expiration of Call for Review Peri-
o d

No change.

9515. Discretionary Review by
the NASD Board

No change.

9516. Reinstatement

A member, associated person, or
other person who has been suspend-
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ed or limited by a final action of the
Association [after a non-summary
proceeding] 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
o f fice 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 depart-
ment or office denies the request, the
member or person may file a written
request for relief with the NASD
Board. The NASD Board shall
respond to the request in writing with-
in 14 days after receipt of the request.
The NASD Board shall serve its
response by facsimile or overnight
commercial courier.

9520. Eligibility Proceedings

9521. Purpose

No change.

9522. Initiation of Eligibility
Proceeding[s]

(a) [Notice of Disqualification or
Ineligibility] Initiation by 
A s s o c i a t i o n

(1) Issuance of Notice of 
D i s q u a l i fication or Ineligibility

If Association staff has reason to
believe that a statutory disqualific a-
tion exists or that a member or per-
son 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 associated
person. The notice shall specify the
grounds for such disqualification or
i n e l i g i b i l i t y .

(2) Notice to Member

A notice issued to a member that is
subject to a statutory disqualific a t i o n
or is otherwise ineligible for member-
ship shall state that the member may
apply for relief by filing a written
application for relief pursuant to para-
graph (c) with the National Adjudica-
tory Council within ten days after
service of the notice. If the member
fails to file the written application for
relief within the 10-day period, the
membership of the member shall be
canceled, unless the Department of
Member Regulation grants an exten-
sion for good cause shown.

(3) Notice to Associated Person

A notice issued to an associated per-
son who is subject to a statutory dis-
q u a l i fication or is otherwise ineligible
for association shall state that a mem-
ber may apply for relief on behalf of
itself and such person by filing a writ-
ten application for relief pursuant to
paragraph (c) with the National Adju-
dicatory Council within ten days after
service of the notice. If the member
fails to file the written application for
relief within the 10-day period, the
registration of the associated person
shall be revoked, unless the Depart-
ment of Member Regulation grants an
extension for good cause shown.

(4) Service

No change.

(b) [Application by] Obligation of
Member to Initiate Proceeding

A member shall file a written applica-
tion for relief from the eligibility
requirements of the Association p u r-
suant to paragraph (c) with the
National Adjudicatory Council if the
member determines prior to receiv-
ing a notice under paragraph (a) that:

(1) [determines that it] the member i s
subject to a statutory disqualific a t i o n

or otherwise is no longer eligible for
m e m b e r s h i p ;

(2) [determines that] a person asso-
ciated with [it] such member is sub-
ject to a statutory disqualification or
otherwise is no longer eligible for
association with the member; or

(3) the member wishes to sponsor
the association of a person who is
subject to a statutory disqualific a t i o n
or otherwise is ineligible for associa-
tion with a member.

9525. Expedited Review

(a) Direction by Executive Committee 

Notwithstanding Rules 9523 and
9524, 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 Com-
mittee determines that expedited
review is necessary for the protection
of investors.

(b) Call for Review Period

If a recommended decision is subject
to expedited review, a Governor may
call the eligibility proceeding for
review within seven days after
receipt of the recommended written
d e c i s i o n .

(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 Com-
mittee shall serve the decision on the
member, the current or prospective
associated person, and Department
of Member Regulation pursuant to
Rules 9132 and 9134. The decision
shall be effective upon service and
shall constitute final action of the
A s s o c i a t i o n .



NASD Notice to Members 99-16 Fe b ru a ry 1999

95

(d) Call for Review

If a Governor calls the eligibility pro-
ceeding for review within the pre-
scribed 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 Com-
mittee, 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 classific a t i o n
(Industry, Non-Industry, or Public) as
such Governor. The review panel
may affirm, modify, or reverse the
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(d)
and (e).

9526. Application to Commis-
sion for Review

No change.

9530. Suspension or Cancella-
tion for Failure to Pay Dues,
Fees and Other Charges

9531. Notice

(a) Notice

Association staff may issue a written
notice suspending or canceling the
membership of a member or the reg-
istration of a person who has failed to
pay a fee, due, assessment, other
charge, or submit a required report
or information related to such pay-
m e n t .

(b) Service of Notice

Association staff shall serve the
notice by facsimile or overnight com-
mercial courier and shall file a copy
of the notice with the Office of Hear-
ing Offic e r s .

(c) Effective Date of Notice

A notice issued and served under
this Rule shall become effective 15
days after the date of service of the
n o t i c e .

9532. Hearing

(a) Request for Hearing

Within five days after the date of ser-
vice of a notice issued under Rule
9531, the member or person served
with such notice may file with the
O f fice 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 Officer 

If a hearing is requested, the Chief
Hearing Officer shall appoint a Hear-
ing Officer to conduct the hearing
and decide whether the member or
the person's registration should be
suspended or canceled.

(2) Parties

The Parties shall be the member or
person to whom the notice was
issued and the NASD Treasurer.

(3) Time of Hearing

The hearing shall be held within 45
days after the date of service of the
notice under Rule 9531. 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.

(4) Transmission of Documents

Not later than seven days before the
hearing, the NASD Treasurer shall

serve the member or person associ-
ated with a member via overnight
commercial courier with all docu-
ments that were considered in con-
nection with the decision to issue a
notice under Rule 9531 and provide
copies of the same to the Hearing
O f fic e r .

(5) Counsel

The Parties may be represented by
counsel at a hearing conducted
under this Rule.

(6) 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
of the same to the Hearing Offic e r .

(7) Witnesses

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

(8) Additional Information
At any time during its consideration,
the Hearing Officer may direct the
Parties to submit additional informa-
tion. Any additional information sub-
mitted shall be provided promptly to
all Parties at least one business day
before the Hearing Officer renders
his or her decision.

(9) 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 wit-
ness may purchase a copy of the
transcript of his or her own testimony
from the court reporter at prescribed
rates. Proposed corrections to the
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transcript may be submitted by affi-
davit to the Hearing Officer within a
reasonable time determined by the
Hearing Officer. Upon notice to the
participants in the hearing, the Hear-
ing Officer may order corrections to
the transcript as requested or sua
s p o n t e .

(10) Record

The record shall consist of all docu-
ments that were considered in con-
nection with the decision to issue a
notice under Rule 9531, the notice
issued under Rule 9531, the request
for hearing filed under Rule 9532, the
transcript of the hearing, and each
document or other item of evidence
presented to or considered by the
Hearing Officer. The Office of Hear-
ing Officers shall be the custodian of
the record.

(11) Failure to Appear at Hearing

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
9531 shall become final. Upon a
showing of good cause, the Hearing
O f ficer may withdraw a dismissal
entered pursuant to this subpara-
g r a p h .

9533. Decision

The Hearing Officer may suspend or
cancel the membership of a member
or the registration of a person for fail-
ure to pay a due, fee, assessment, 

other charge, or for failure to submit
a required report or information relat-
ed to such payment. The Hearing
O f ficer shall prepare a proposed writ-
ten decision, and if the Hearing Offi-
cer determines that a suspension or
cancellation should be imposed, the
proposed written decision shall state
the grounds for the suspension or
cancellation, and in the case of a
suspension, the conditions for termi-
nating the suspension. The written
decision served under this Rule shall
become effective upon service and
shall constitute final action of the
A s s o c i a t i o n .

9534. Notice to Membership

The Association shall provide notice
of a suspension or cancellation
under this Rule Series and the
grounds therefor in the next member-
ship supplement.

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 Offi-
cers. The Office of Hearing Offic e r s
shall respond to the request in writing
within five days after receipt of the
request. The Office of Hearing Offi-
cers shall send the written response
via overnight commercial courier or
f a c s i m i l e .

9536. Copies of Notices and
Decisions to Member

A copy of a notice or decision under
the Rule 9530 Series that is served
on a person associated with a mem-
ber shall be served on such member.

9537. Other Action Not Fore-
closed

Action by the Association under the
Rule 9530 Series shall not foreclose
action by the Association under any
other Rule.

9600. Procedures for 
Exemptions

9610. Application

(a) Where to File

A member seeking an exemption
from Rule 1021, 1022, 1070, 2210,
2 3 2 0 , 2340, 2520, 2710, 2720, 2810,
2850, 2851, 2860, Interpretive Mate-
rial 2860-1, 3010, 3210, 3350, 8211,
8212, 8213, 11870, or 11900, Inter-
pretive Material 2110-1, or Municipal
Securities Rulemaking Board Rule
G-37 shall file a written application
with the appropriate department or
staff of the Association and provide a
copy of the application to the Offic e
of General Counsel of NASD Regu-
l a t i o n .
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