ATTACHVENT A

Addi tions are underli ned;
Del etions are [bracketed].

BY- LAWS OF THE NATI ONAL ASSOCI ATl ON
OF SECURI TI ES DEALERS, | NC

ARTI CLE
DEFI NI TI ONS

When used in these By-Laws, [and any rules of the
Corporation,] unless the context otherwi se requires, the term

(a) "Act" neans the Securities Exchange Act of 1934, as
anmended,;

(b) "bank"™ neans (1) a banking institution organi zed under the
laws of the United States, (2) a nenber bank of the Federal Reserve
System (3) any other banking institution, whether incorporated or
not, doi ng busi ness under the laws of any State or of the United
States, a substantial portion of the business of which consists of
recei ving deposits or exercising fiduciary powers simlar to those
permtted to national banks under the authority of the Conptroller
of the Qurrency pursuant to the first section of Public Law 87-722
(12 U S.C § 92a), and which is supervised and examned by a State
or Federal authority having supervision over banks, and which is
not operated for the purpose of evading the provisions of the Act,

and (4) a receiver, conservator, or other |iquidating agent of any



institution or firmincluded in clauses (1), (2), or (3) of this
subsecti on;

(c) "Board" neans the Board of Covernors of the [Corporation.]
NASD;

[ (d) "Boards" neans the Board of Governors of the Corporation
and the Boards of Directors of The Nasdag Stock Market, Inc. and
NASD Regul ation, Inc.;]

[(e)](d) "branch office" means an office defined as a branch

office in [NASD Rul e 3010] the Rules of the Association;

[(f)](e) "broker" means any individual, corporation,
partnership, association, joint stock conpany, business trust,
uni ncor porated organi zation, or other legal entity engaged in the
busi ness of effecting transactions in securities for the account of
ot hers, but does not include a bank;

[(g9)] (f) "Comm ssion" neans the Securities and Exchange
Conm ssi on;

[(h) "Corporation” nmeans the National Association of
Securities Dealers, Inc.;]

[(1) "Corporations" nmeans the National Association of
Securities Dealers, Inc. ("NASD'), and its subsidiaries, The Nasdaq
Stock Market, Inc. ("Nasdag") and NASD Regul ation, Inc. ("NASD
Regul ation"); ]

(g) "day" neans cal endar day;

[(j)](h) "dealer" means any individual, corporation,

partnership, association, joint stock conpany, business trust,



uni ncor porated organi zation, or other legal entity engaged in the
busi ness of buying and selling securities for [his] such

individual's or entity's own account, through a broker or

ot herwi se, but does not include a bank, or any person insofar as

[ he] such person buys or sells securities for [his] such person's

own account, either individually or in sone fiduciary capacity, but
not as part of a regular business;

[ (k) "delegation] (i) "Del egation Plan" neans the "Plan of

Al'l ocation and Del egation of Functions by NASD to Subsidiaries" as
approved by the Comm ssion, and as anended fromtine to tineg;

(j) "district” neans a district established by the NASD

Regul ati on Board pursuant to the NASD Regul ati on By- Laws;

[(1)](K) "government securities broker" shall have the sane
meaning as in Section 3(a)(43) of the Act except that it shall not
include financial institutions as defined in Section 3(a)(46) of
t he Act;

[(m](l) "governnment securities dealer" shall have the sane
meaning as in Section 3(a)(44) of the Act except that it shall not
include financial institutions as defined in Section 3(a)(46) of
t he Act;

[(n)](mM "Covernor" means a nmenber of the Board[.];

(n) "Industry Director” neans a Director of the NASD

Regul ati on Board or Nasdaq Board (excluding the Presidents) who:

(1) is or has served in the prior three years as an officer

director, or enployee of a broker or deal er, excluding an outside




director or a director not engaged in the day-to-day managenent of

a broker or dealer; (2) is an officer, director, (excluding an

outside director) or enployee of an entity that owns nore than ten

percent of the equity of a broker or deal er, and the broker or

deal er accounts for nore than five percent of the gross revenues

recei ved by the consolidated entity; (3) owns nore than five

percent of the equity securities of any broker or deal er, whose

investnents in brokers or deal ers exceed ten percent of his or her

net worth, or whose ownership interest otherw se permts himor her

to be engaged in the day-to-day managenent of a broker or deal er

(4) provides professional services to brokers or deal ers, and such

services constitute 20 percent or nore of the professional revenues

received by the Director or 20 percent or nore of the gross

revenues received by the Director’s firmor partnership; (5)

provi des professional services to a director, officer, or enployee

of a broker, dealer, or corporation that owns 50 percent or nore of

the voting stock of a broker or deal er, and such services relate to

the director’s, officer’s, or enployee s professional capacity and

constitute 20 percent or nore of the professional revenues received

by the Director or 20 percent or nore of the gross revenues

received by the Director’s firmor partnership; or (6) has a

consulting or enploynent relationship with or provi des professional

services to the NASD, NASD Regul ati on, or Nasdaq or has had any

such rel ationship or provided any such services at any tinme within

the prior three years;




(o) "Industry CGovernor" or "lndustry commttee nenber" neans a

CGovernor (excluding the Chief Executive Oficer and Chief Qperating

O ficer of the NASD and the Presidents of NASD Regul ati on and

Nasdaq) or commttee nmenber who: (1) is or has served in the prior

three years as an officer, director, or enployee of a broker or

deal er, excluding an outside director or a director not engaged in

t he day-to-day nmanagenent of a broker or dealer; (2) is an officer,

director, (excluding an outside director) or enployee of an entity

that owns nore than ten percent of the equity of a broker or

deal er, and the broker or deal er accounts for nore than five

percent of the gross revenues received by the consolidated entity;

(3) owns nore than five percent of the equity securities of any

broker or deal er, whose investnents in brokers or deal ers exceed

ten percent of his or her net worth, or whose ownership interest

ot herwi se permts himor her to be engaged in the day-to-day

managenent of a broker or dealer; (4) provides professional

services to brokers or deal ers, and such services constitute 20

percent or nore of the professional revenues received by the

CGovernor or commttee nmenber or 20 percent or nore of the gross

revenues received by the Governor’s or commttee nenber’s firmor

partnership; (5) provides professional services to a director,

officer, or enployee of a broker, dealer, or corporation that owns

50 percent or nore of the voting stock of a broker or deal er, and

such services relate to the director’s, officer’s, or enployee’s

prof essi onal capacity and constitute 20 percent or nore of the




pr of essi onal revenues received by the Governor or commttee nenber

or 20 percent or nore of the gross revenues received by the

CGovernor’s or commttee nenber’s firmor partnership; or (6) has a

consulting or enploynent relationship with or provi des professional

services to the NASD, NASD Regul ati on, or Nasdaq or has had any

such rel ationship or provided any such services at any tine within

the prior three years;

[(0)](p) "investnment banking or securities business" neans the
busi ness, carried on by a broker, dealer, or municipal securities
deal er (other than a bank or departnent or division of a bank), or
governnent securities broker or dealer, of underwiting or
distributing issues of securities, or of purchasing securities and
offering the sane for sale as a dealer, or of purchasing and
selling securities upon the order and for the account of others;

[(p)] (q) "menber" nmeans any broker or dealer admtted to
menbership in the [Corporation] NASD

[(q)](r) "municipal securities" neans securities which are
direct obligations of, or obligations guaranteed as to principal or
interest by, a State or any political subdivision thereof, or any
agency or instrunmentality of a State or any political subdivision
t hereof, or any nunicipal corporate instrumentality of one or nore
States, or any security which is an industrial devel opnent bond as
defined by Section 3(a)(29) of the Act;

[(r)](s) "municipal securities broker" means a broker, except

a bank or departnent or division of a bank, engaged in the business



of effecting transactions in nunicipal securities for the account
of ot hers;

[(s)](t) "municipal securities dealer" nmeans any person,
except a bank or departnent or division of a bank, engaged in the

busi ness of buying and selling municipal securities for [his] such

person’'s own account, through a broker or otherw se, but does not

i ncl ude any person insofar as [he] such person buys or sells

securities for [his] such person's own account either individually

or in sone fiduciary capacity, but not as a part of a regular
busi ness;

(u) "NASD' neans the National Association of Securities

Deal ers, Inc.;

(v) "Nasdaq" neans The Nasdaq Stock Market, Inc.;

(w) "Nasdaq Board" neans the Board of Directors of Nasdag;

(x) "Nasdag Listing and Hearing Review Council" neans a body

appoi nted pursuant to Article V of the Nasdaqg By-Laws;

(y) "NASD Regul ati on” neans NASD Regul ation, Inc.;

(z) "NASD Regul ation Board" nmeans the Board of Directors of

NASD Regul ati on;

(aa) "National Adjudicatory Council" means a body appoi nted

pursuant to Article V of the NASD Regul ati on By-Laws;

(bb) "National Nom nating Commttee" neans the Nati onal

Nom nating Conmttee appointed pursuant to Article VI, Section 9

of these By-lLaws;

(cc) "Non-Industry Director” neans a Director of the NASD




Regul ati on Board or Nasdaq Board (excluding the Presidents of NASD

Regul ati on and Nasdaq) who is: (1) a Public Drector; (2) an

of ficer or enployee of an issuer of securities |listed on Nasdaq or

traded in the over-the-counter market; or (3) any other individual

who woul d not be an Industry D rector

(dd) "Non-Industry CGovernor" or "Non-Industry commttee

menber” neans a CGovernor (excluding the Chief Executive Oficer and

Chief Operating Oficer of the NASD and the Presidents of NASD

Regul ati on and Nasdaq) or commttee nenber who is: (1) a Public

CGovernor or commttee nenber; (2) an officer or enployee of an

i ssuer of securities |listed on Nasdaq or traded in the

over-the-counter market; or (3) any other individual who woul d not

be an Industry Governor or conmttee nenber;

[(t)] (ee) "person associated wth a nenber" or "associ ated

person of a nenber" nmeans: (1) [every] a natural person registered

under the Rules of the Association;, or (2) a sole proprietor,

partner, officer, director, or branch manager of [any] a nenber, or
[any] a natural person occupying a simlar status or performng
simlar functions, or [any] a natural person engaged in the

i nvest ment banking or securities business who is directly or
indirectly controlling or controlled by [such] a nenber, whether or
not any such person is registered or exenpt fromregistration with
the [Corporation] NASD [pursuant to] under these By-Laws or the

Rul es of the Associ ation;

(ff) "Public Drector” neans a Director of the NASD




Regul ati on Board or Nasdaqg Board who has no material business

relationship with a broker or deal er or the NASD, NASD Regul ati on,

or Nasdagq;

(gg) "Public Governor" or "Public commttee nenber" neans a

CGovernor or comm ttee nenber who has no materi al busi ness

relationship with a broker or deal er or the NASD, NASD Regul ati on,

or Nasdagq;

[(u)] (hh) "registered broker, deal er, nunicipal securities
br oker or deal er, or governnent securities broker or deal er" neans
any broker, deal er, nunicipal securities broker or dealer, or
government securities broker or dealer which is registered with the
Comm ssi on under the Act; and

[(v) "rules of the Corporation” neans all rules of the
Corporation (which rules may be referred to as "NASD Rul es"),
Certificate of Incorporation, By-Laws, Rules of the Association,
any other rules, and any interpretations thereunder.]

(i1) "Rules of the Association"” or "Rul es" neans the nunbered

rules set forth in the NASD Manual beginning with the Rul e 0100

Series, as adopted by the Board pursuant to these By-Laws, as

hereafter anmended or suppl enent ed.

ARTI CLE | |
OFFI CES
Locati on

Sec. 1. The address of the registered office of the NASD in

the State of Del aware and the nane of the registered agent at such
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address shall be: The Corporation Trust Conpany, 1209 O ange

Street, WImngton, Delaware 19801. The NASD al so may have offices

at such other places both within and without the State of Del anare

as the Board may fromtinme to tine designate or the business of the

NASD nmay require.

Change of Location

Sec. 2. In the manner permtted by law, the Board or the

regi stered agent may change the address of the NASD s regi stered

office in the State of Del anare and the Board may make, revoke, or

change the designation of the registered agent.

ARTICLE [11] 111
QUALI FI CATI ONS OF MEMBERS AND ASSOCI ATED PERSONS
Persons Eligible to [beconme] Becone Menbers and Associ at ed
Persons of Menbers
Sec. 1. (a) Any registered broker, deal er, rmunicipal
securities broker or dealer, or governnment securities broker or
deal er authorized to transact, and whose regul ar course of business
consists in actually transacting, any branch of the investnent
banki ng or securities business in the United States, under the | aws
of the United States, shall be eligible for nenbership in the
[ Corporation] NASD, except such registered brokers, dealers, or
muni ci pal securities brokers or deal ers, or governnment securities
brokers or deal ers which are excluded under the provisions of
[ Sections 3(a) or (b) of this Article] Section 3.

(b) Any person shall be eligible to becone an associ at ed
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person of a nmenber, except such persons who are excl uded under the
provi sions of Section 3[(b) of this Article].

Aut hority of Board to Adopt Qualification Requirenents

Sec. 2. (a) The Board [of Governors] shall have authority to
adopt rules and regul ations applicable to applicants for
menber shi p, nenbers, and persons associated with applicants or
menbers establishing specified and appropriate standards with
respect to the training, experience, conpetence, and such ot her
qualifications as the Board [of Governors] finds necessary or
desirable, and in the case of an applicant for nenbership or a
menber, standards of financial responsibility and operational
capability.

(b) I'n establishing and appl yi ng such standards, the Board [ of
Governors] may classify nenbers and persons associated with such
menbers, taking into account relevant matters, including the
nature, extent, and type of business being conducted and of
securities sold, dealt in, or otherwi se handl ed. The Board [ of
Covernors] may specify that all or any portion of such standards
shal | be applicable to any such class and nay require the persons
in any such class to be registered with the [ Corporation] NASD

(c) The Board [of Covernors] may fromtine to tinme nake
changes in such rules, regulations, and standards as it deens
necessary or appropriate.

Ineligibility of Certain Persons for Menbership or Association

Sec. 3. (a) No registered broker, deal er, nunicipal securities
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broker or deal er, or government securities broker or deal er shal
be admtted to nenbership, and no nmenber shall be continued in
menbership, if such broker, deal er, nunicipal securities broker or
deal er, government securities broker or dealer, or nenber fails or

ceases to satisfy the qualification requirenents established under

Section 2 [of this Article], if applicable, or if such broker,
deal er, nunicipal securities broker or deal er, governnent
securities broker or dealer, or nenber is or beconmes subject to a
di squalification under Section 4 [of this Article], or if such
menber fails to conmply with the requirenent that all forns filed
pursuant to these By-Laws be filed via electronic process or such
ot her process as the [Corporation] NASD nay prescri be.

(b) No person shall becone associated with a nmenber, continue
to be associated with a nenber, or transfer association to another
menber, if such person fails or ceases to satisfy the qualification

requi rements established under Section 2 [of this Article], if

applicable, or if such person is or becones subject to a
di squalification under Section 4 [of this Article]; and no broker,
deal er, nunicipal securities broker or dealer, or governnent
securities broker or dealer shall be admtted to nenbership, and no
menber shall be continued in nmenbership, if any person associ ated
with it isineligible to be an associ ated person under this
subsecti on.

(c) If it deens appropriate, the Board [of Covernors], upon

notice and opportunity for a hearing, may cancel the nmenbership of
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a nenber if it becones ineligible for continuance in nenbership
under subsection (a) [hereof], may suspend or bar a person [for]
fromcontinuing to be associated with any nenber if such person is
or becones ineligible for associati on under subsection (b)
[ hereof], and may cancel the nenbership of any nmenber who continues
to be associated with any such ineligible person.

(d) Any [broker, dealer, nunicipal securities dealer, or
government securities broker or dealer which is ineligible for

adm ssion into nmenbership, or any nmenber which] nenber that is

ineligible for continuance in nenbership[,] may file with the Board
[ of Governors] an application requesting relief fromthe
ineligibility pursuant to [procedures adopted by the Board of
CGovernors and contained in the Corporation's Procedural Rules. The

Board of Governors] the Rules of the Association. A nenber may

file such application on its owm behal f and on behalf of a current

or prospective associated person. The Board may, in its

di scretion, approve the [adm ssion] continuance in nenbership, and

may al so approve the association or continuance of [an applicant or

menber, or the] association of any person, if the Board determ nes
t hat such approval is consistent with the public interest and the
protection of investors. Any approval hereunder may be granted
unconditionally or on such terns and conditions as the Board

consi ders necessary or appropriate. In the exercise of the
authority granted hereunder, the Board [of CGovernors] may[:

(1)] conduct such inquiry or investigation into the relevant facts
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and circunstances as it, inits discretion, considers necessary to
its determnation, which, in addition to the background and
circunmstances giving rise to the failure to qualify or

di squalification, may include the proposed or present business of
[an applicant for nenbership or of] a nenber and the conditions of

associ ation of any current or prospective associ ated person

[ prospective or presently associ ated person, anong ot her nmatters;
(2) permt, inlimted types of situations, a nmenbership or
associ ation with a nenber pending conpletion of its inquiry or
investigation, and its final determ nation, based upon a
consideration of relevant factors, and may classify situations
taking into account the status of brokers, deal ers, munici pal
securities brokers and deal ers and government securities brokers
and deal ers as applicants or existing nenbers and of persons as
prospective or presently associ ated persons of nenbers; the type of
disqualification or failure to qualify; whether a nenber or
associ at ed person has been the subject of a previous approval and
the terns and conditions thereof; and any other rel evant factors;
and (3) delegate any of its functions and authority under this
subsection (d) to appropriate commttees of the Corporation or to
Corporation staff nenbers].

(e) An application filed under subsection (d) [hereof] shal
not foreclose any action which the Board [of Governors] is
aut hori zed to take under subsection (c) [hereof] until approval has

been grant ed.
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(f) Approval by the Board [of Governors] of an application
made under subsection (d) shall be subject to whatever further
action the Comm ssion may take pursuant to authority granted to the
Conmm ssi on under the Act.

(g) The Board may del egate its authority under this Section in

a manner not inconsistent with the Del egation Pl an.

Definition of Disqualification

Sec. 4. A person is subject to a "disqualification" with
respect to nenbership, or association with a nmenber, if such
per son:

(a) has been and is expelled or suspended from nenbership or
participation in, or barred or suspended from being associated with
a nmenber of, any self-regulatory organi zation, foreign equival ent
of a self-regulatory organization, foreign or internationa
securities exchange, contract nmarket designated pursuant to Section
5 of the Commodity Exchange Act, or foreign equivalent of a
contract market designated pursuant to any substantially equival ent
foreign statute or regulation, or futures association registered
under Section 17 of the Commodity Exchange Act or a foreign
equi val ent of a futures associ ati on designated pursuant to any
substantially equivalent foreign statute or regul ation, or has been
and is denied trading privileges on any such contract market or
forei gn equival ent;

(b) is subject to

(1) an order of the Conm ssion, other appropriate
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regul atory agency, or foreign financial regulatory authority:
(i) denying, suspending for a period not exceeding

12 nonths, or revoking [his] such person's registration

as a broker, dealer, nunicipal securities dealer,

government securities broker, or governnent securities

dealer, or limting [his] such person's activities as a
foreign person performng a function substantially
equi valent to any of the above; or

(i1) barring or suspending for a period not

exceeding 12 nonths [his] such person from bei ng

associated with a broker, dealer, municipal securities
deal er, governnent securities broker, governnent
securities dealer, or foreign person performng a
function substantially equivalent to any of the above;
(2) an order of the Commodity Futures Tradi ng Conm ssion

denyi ng, suspendi ng, or revoking [his] such person's

regi stration under the Commodity Exchange Act (7 U S.C. § 1 et
seq.); or

(3) an order by a foreign financial regulatory authority
denyi ng, suspending, or revoking the person's authority to
engage in transactions in contracts of sale of a commodity for
future delivery or other instrunents traded on or subject to
the rules of a contract nmarket, board of trade, or foreign
equi val ent thereof;

(c) by [his] such person's conduct while associated with a
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br oker, deal er, municipal securities deal er, governnent securities
broker, or governnent securities dealer, or while associated with
an entity or person required to be registered under the Commodity
Exchange Act, has been found to be a cause of any effective
suspensi on, expul sion, or order of the character described in

[ subsections] subsection (a) or (b) of this Section;

(d) by [his] such person's conduct while associated with any

broker, deal er, municipal securities dealer, governnent securities
br oker, governnment securities dealer, or any other entity engaged
in transactions in securities, or while associated with an entity
engaged in transactions in contracts of sale of a commodity for
future delivery or other instrunments traded on or subject to the
rules of a contract market, board of trade, or foreign equival ent
t hereof, has been found to be a cause of any effective suspension,
expul sion, or order by a foreign or international securities
exchange or foreign financial regulatory authority enpowered by a
foreign governnent to admnister or enforce its laws relating to
financial transactions as described in subsection (a) or (b) of
this Section;

(e) has associated with himor her any person who is known, or
in the exercise of reasonable care should be known, to himor her
to be a person described in [subsections] subsection (a), (b), (c),
or (d) of this Section;

(f) has willfully nade or caused to be nade in any application

for menbership in a self-regulatory organi zation, or to becone
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associated with a menber of a self-regulatory organization, or in
any report required to be filed with a self-regulatory

organi zation, or in any proceeding before a self-regulatory

organi zation, any statenment which was at the tinme, and in |ight of
t he circunstances under which it was nmade, false or msleading with
respect to any material fact, or has omtted to state in any such
application, report, or proceeding any material fact which is
required to be stated therein;

(g) (1) has been convicted within ten years preceding the
filing of any application for nmenbership in the [Corporation] NASD
or to becone associated with a nmenber of the [Corporation] NASD, or
at any tine thereafter, of any felony or m sdeneanor or of a
substantially equivalent crinme by a foreign court of conpetent
jurisdiction which:

(i) involves the purchase or sale of any security,
the taking of a false oath, the making of a false
report, bribery, perjury, burglary, any substantially
equi val ent activity however denom nated by the | aws of
the rel evant foreign governnment, or conspiracy to commt
any such of f ense;

(ii) arises out of the conduct of the business of a
br oker, deal er, municipal securities deal er, governnent
securities broker, government securities dealer,

i nvest nent advi ser, bank, insurance conpany, fiduciary,

transfer agent, foreign person performng a function
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substantially equivalent to any of the above, or any

entity or person required to be regi stered under the

Commodi ty Exchange Act or any substantially equival ent

foreign statute or regul ation;

(iii) involves the larceny, theft, robbery,
extortion, forgery, counterfeiting, fraudulent

conceal nent, enbezzl enent, fraudul ent conversion, or

m sappropriation of funds or securities, or

substantially equival ent activity however denom nated by

the laws of the rel evant foreign governnment; or
(iv) involves the violation of Sections 152, 1341,

1342, or 1343 or Chapters 25 or 47 of Title 18, United

States Code, or a violation of a substantially

equi val ent foreign statute;

(2) has been convicted wthin ten years preceding the
filing of any application for nmenbership in the [ Corporation]
NASD, or to becone associated with a nenber of the
[ Corporation] NASD, or at any time thereafter of any other
f el ony;

(h) is permanently or tenporarily enjoined by order, judgnent,
or decree of any court of conpetent jurisdiction fromacting as an
i nvest nent advi ser, underwiter, broker, dealer, nunicipal
securities deal er, government securities broker, governnent
securities dealer, transfer agent, foreign person performng a

function substantially equivalent to any of the above, entity or
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person required to be registered under the Commodity Exchange Act,
or any substantially equivalent foreign statute or regul ation, or
as an affiliated person or enployee of any investnent conpany,

bank, insurance conpany, 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 equival ent

foreign statute or regulation, or fromengaging in or continuing

any conduct or practice in connection with any such activity, or in
connection with the purchase or sale of any security;

(i) has been found by a foreign financial regulatory authority
to have--

(1) nade or caused to be nmade in any application for
registration or report required to be filed wwth a foreign
financial regulatory authority, or in any proceeding before a
foreign financial regulatory authority with respect to
registration, any statenment that was at the tinme and in the
light of the circunstances under which it was nade fal se or
m sl eading with respect to any nmaterial fact, or has omtted
to state in any application or report to the foreign financial
regul atory authority any material fact that is required to be
stated therein;

(2) violated any foreign statute or regul ati on regardi ng
transactions in securities, or contracts of sale of a
commodity for future delivery, traded on or subject to the

rules of a contract market or any board of trade; or
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(3) aided, abetted, counsel ed, comanded, induced, or
procured the violation by any person of any provision of any
statutory provisions enacted by a foreign governnent, or rules
or regul ations thereunder, enpowering a foreign financial
regul atory authority regarding transactions in securities, or
contracts of sale of a cormodity for future delivery, traded
or subject to the rules of a contract narket or any board of
trade, or has been found, by a foreign financial regulatory
authority, to have failed reasonably to supervise, with a view
to preventing violations of such statutory provisions, rules,
and regul ati ons, another person who commts such a violation,

if such other person is subject to [his] such person's

super vi si on
ARTICLE [I11] 1V
MEMBERSHI P
Appl i cation for Menbership

Sec. 1. (a) Application for nenbership in the [Corporation]
NASD, properly signed by the applicant, shall be nade to the
[ Corporation] NASD via el ectronic process or such other process as
the [Corporation] NASD may prescribe, on the formto be prescribed
by the [Corporation] NASD, and shall contain:

(1) an [acceptance of and an agreenment to abide by,
conmply with, and adhere to, all the provisions, conditions,
and covenants of the Restated Certificate of Incorporation,

the By-Laws] agreenent to conply with the federal securities
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| aws, the rules and regul ations [of the Corporation as they
are or may fromtine to tine be adopted, changed or anended, ]

t hereunder, the rules of the Minicipal Securities Rul enmaking

Board and the Treasury Departnent, the By-Laws of the NASD

NASD Regul ati on, and Nasdaq, the Rules of the Association, and

all rulings, orders, directions, and decisions [of,] issued
and sanctions inposed [by, the Board of CGovernors or any duly
aut hori zed commttee, and the provisions of the federal
securities laws, including the rules and regul ati ons adopt ed
t hereunder, including the rules of the Minicipal Securities
Rul emaki ng Board and the Treasury Departnent, provided,
however, that such an agreenent shall not be construed as a
wai ver by the applicant of any right to appeal as provided in

the Act] under the Rules of the Association;

(2) an agreenent to pay such dues, assessnents, and
ot her charges in the manner and anmount as [shall fromtine to
time be fixed by the Board of CGovernors pursuant to these

By-Laws] fromtinme to tine shall be fixed pursuant to the NASD

By- Laws, Schedul es to the NASD By-Laws, and the Rules of the

Associ ation; and

[ (3) an agreenent that none of the Corporations, or any
of ficer, enployee, or nmenber of the Board or coomttees of the
Corporations, shall be liable, except for willful nalfeasance,
to the applicant or to any nenber of the Corporation or to any

ot her person, for any action taken by such officer or nenber
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of the Boards or of any conmttee, in his official capacity,
or by any enpl oyee of the Corporations while acting within the
scope of his enploynent or under instruction of any officer,
Board, or conmttee of the Corporations, in connection with
the adm nistration or enforcenent of any of the provisions of
the rules of the Corporation as they are or may fromtine to
time be adopted, or anended, any ruling, order, directive,
decision of, or penalty inposed by, the Boards or any duly
aut hori zed commttee thereof, or the provisions of the federal
securities laws, including the rules and regul ati ons adopt ed
t hereunder, and the rules of the Minicipal Securities
Rul emaki ng Board and the Treasury Departnent; and]

[(4)] (3) such other reasonable information with respect
to the applicant as the [Corporation] NASD may require.

(b) Any application for nenbership received by the

[ Cor poration] NASD shall be processed in the manner set forth in

the [Procedural] Rules of the [Corporation] Association.

(c) Each applicant and nenber shall ensure that its menbership

application with the [Corporation] NASD is kept current at al

times by suppl enmentary anmendnents via electronic process or such

ot her process as the [Corporation] NASD may prescribe to the
original application. Such amendnents to the application shal
filed with the [Corporation] NASD not later than [thirty (30)
cal endar] 30 days after learning of the facts or circunstances

giving rise to the anendnent.
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Simlarity of Menbership Nanes
Sec. 2. (a) No person or firmshall be admtted to or
continued in menbership in the [ Corporation] NASD having a nane

[which] that is identical to the nanme of another nenber appearing

on the nmenbership roll of the [Corporation] NASD or a nanme so
simlar to any such nanme as to tend to confuse or m sl ead.

(b) No menber may change its nane w thout prior approval of
the [ Corporation] NASD

Executive Representative

Sec. 3. Each nenber shall appoint and certify to the Secretary
of the [Corporation] NASD one "executive representative" who shal
represent, vote, and act for the nenber in all the affairs of the
[ Corporation] NASD, except that other executives of a nmenber may
al so hold office in the [Corporation] NASD, serve on the Board [ of

Governors] or commttees [of the Corporation] appoi nted under

Article I X, Section 1 or otherw se take part in the affairs of the

[ Corporation] NASD. A nenber may change its executive
representative upon giving notice thereof via electronic process or
such other process as the [Corporation] NASD nmay prescribe to the
Secretary, or may, when necessary, appoint, by notice via

el ectronic process to the Secretary, a substitute for its executive
representative. An executive representative of a nenber or a
substitute shall be a nmenber of senior managenent and regi stered
princi pal of the nenber.

Menber shi p Rol
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Sec. 4. The Secretary of the [Corporation] NASD shall keep a
currently accurate and conpl ete nenbership roll, containing the
name and address of each nenber, and the nane and address of the
executive representative of each nenber. In any case where a
menber shi p has been term nated, such fact shall be recorded
together with the date on which the nenbership ceased. The
menbership roll of the [Corporation] NASD shall at all tines be
avail able to all nmenbers of the [Corporation] NASD, to all
governnental authorities, and to the general public.

Resi gnati on of Menbers

Sec. 5. Menbership in the [Association] NASD may be
voluntarily termnated only by formal resignation. Resignations of
menbers nust be filed via electronic process or such other process
as the [Corporation] NASD may prescribe and addressed to the
[ Corporation] NASD. Any nenber may resign fromthe [ Corporation]
NASD at any tinme. Such resignation shall not take effect until
[thirty (30) calendar] 30 days after receipt thereof by the
[ Corporation] NASD and until all indebtedness due the [ Corporation]
NASD from such nenber shall have been paid in full and so |ong as
any conplaint or action is pending agai nst the nmenber under the

[ Procedural] Rules of the Association. The [Corporation] NASD

however, may in its discretion declare a resignation effective at
any tinme.
Retention of Jurisdiction

Sec. 6. Aresigned nenber or a nenber that has had its
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menber shi p cancel ed or revoked shall continue to be subject to the
filing of a conplaint under the [Procedural] Rules of the

Associ ati on based upon conduct whi ch commenced prior to the

effective date of the nmenber's resignation fromthe [ Corporation]
NASD or the cancellation or revocation of its nenbership. Any such
conpl ai nt, however, shall be filed within two [(2)] years after the
effective date of resignation, cancellation, or revocation.
Transfer and Term nation of Menbership

Sec. 7. (a) Except as provided hereinafter, no nenber of the
[ Corporation] NASD may transfer its menbership or any right arising
therefrom and the nenbership of a corporation, partnership, or any
ot her busi ness organi zation which is a nenber of the [Corporation]
NASD shal | term nate upon its |iquidation, dissolution, or w nding
up, and the nmenbership of a sole proprietor which is a nmenber shal
termnate at death, provided that all obligations of nenbership

under the By-Laws and the [other rules] Rules of the [Corporation]

Associ ati on have been ful fill ed.

(b) The consolidation, reorgani zation, nerger, change of nane,
or simlar change in any corporate nenber shall not termnate the
menber shi p of such corporate nenber provided that the nmenber or
surviving organi zation, if any, shall be deened a successor to the
busi ness of the corporate nmenber, and the nenber or the surviving
organi zation shall continue in the investnent banking and
securities business, and shall possess the qualifications for

menbership in the [Corporation] NASD. The death, change of nane,
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wi t hdrawal of any partner, the addition of any new partner,

reorgani zation, consolidation, or any change in the |egal structure
of a partnership nenber shall not term nate the nenbership of such
partnershi p nenber provided that the nmenber or surviving

organi zation, if any, shall be deenmed a successor to the business
of the partnership nmenber, and the nenber or surviving organization
shal |l continue in the investnent banking and securities business
and shall possess the qualifications for nmenbership in the

[ Corporation] NASD. [If the business of any predecessor nenber is
to be carried on by an organi zati on deened to be a successor

organi zation by the [Corporation] NASD, the nenbership of such
predecessor nenber shall be extended to the successor organi zation

subject to the notice and application requirenents of the Rul es of

the Association and the right of the NASD to place restrictions on

t he successor organi zation pursuant to the Rules of the

Associ ati on; otherw se, any surviving organi zation shall be

required to satisfy all of the nmenbership application requirenents

of [the] these By-Laws and the Rul es of the Association.

Regi stration of Branch Ofices
Sec. 8. (a) Each branch office of a nenber of the
[ Corporation] NASD shall be registered with and |isted upon the
menbership roll of the [Corporation] NASD, and shall pay such dues,
assessnents, and other charges as shall be fixed fromtine to tine
by the Board [of Governors] pursuant to Article [V of the By-Laws]

V.
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(b) Each nenber of the [Corporation] NASD shall pronptly
advi se the [Corporation] NASD via el ectronic process or such other
process as the [Corporation] NASD nmay prescribe of the opening,
closing, relocation, change in designated supervisor, or change in
designated activities of any branch office of such nenber not |ater
than [thirty (30) calendar] 30 days after the effective date of
such change.

ARTICLE [IV] V
REG STERED REPRESENTATI VES AND ASSOCI ATED PERSONS
Qualification Requirenents

Sec. 1. No nenber shall permt any person associated with
[such] the menber to engage in the investnent banking or securities
busi ness unl ess the nenber determ nes that such person [has
conplied with the applicable provisions under Article Il of the

By- Laws] satisfies the qualification requirenents established under

Article Ill, Section 2 and is not subject to a disqualification

under Article Ill, Section 4.

Application for Registration
Sec. 2. (a) Application by any person for registration with
the [Corporation] NASD, properly signed by the applicant, shall be
made to the [Corporation] NASD via el ectronic process or such other
process as the [Corporation] NASD may prescribe, on the formto be
prescribed by the [Corporation] NASD and shal |l contain
(1) [an acceptance of and] an agreenent to conply with

the [all the provisions of the rules of the Corporation as
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they are or may fromtine to tine be adopted or anended, ]

federal securities laws, the rules and regul ati ons thereunder,

the rules of the Minicipal Securities Rul emaki ng Board and t he

Treasury Departnent, the By-Laws of the NASD, NASD Regul ati on,

and Nasdag, the Rules of the Association, and all rulings,

orders, directions, and decisions [of, and penalties inposed
by, the Board of Governors or any duly authorized commttee,
and the provisions of the federal securities |aws, including
the rules and regul ati ons adopted thereunder, and the rul es of
the Munici pal Securities Rul emaking Board and the Treasury
Departnment, provided, however, that such an agreenent shal

not be construed as a waiver by the applicant of any right to

appeal as provided in the Act;] issued and sanctions i nposed

under the Rul es of the Association; and

[ (2) an agreenment that none of the Corporations, or any
of ficer, enployee, or nmenber of the Boards or commttees of
the Corporation, shall be |iable except for wllful
mal f easance, to the applicant or to any nenber of the
Corporation or to any other person, for any action taken by
such officer, nenber of the Boards or of any commttee in his
official capacity, or by any enpl oyee of the Corporation while
acting wthin the scope of his enploynent, or under
instruction of any officer, Board, or conmttee of the
Corporations, in connection with the admnistration or

enforcenent of any of the provisions of the By-Laws, any rules
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of the Corporation as they are or may fromtine to tine be
adopt ed or anended, any ruling, order, direction, decision of,
or penalty inposed by the Boards or any duly authorized
commttee thereof, and the provisions of the federal
securities laws, including the rules and regul ati ons adopt ed
t hereunder including the rules of the Minicipal Securities
Rul emaki ng Board and the rules of the Treasury Departnent;
and]

[(3)] (2) such other reasonable information with respect
to the applicant as the [Corporation] NASD may require.
(b) The [Corporation] NASD shall not approve an application

for registration of any person who is not eligible to be an

associ ated person of a nenber under the provisions of Article II1,

Section 3[(b) of Article Il of these By-Laws].

(c) Every application for registration filed with the
[ Corporation] NASD shall be kept current at all times by
suppl enentary anendnents via el ectronic process or such other
process as the [Corporation] NASD nmay prescribe to the origina
application. Such anendnment to the application shall be filed with
the [Corporation] NASD not later than [thirty (30) cal endar] 30
days [of] after learning of the facts or circunstances giving rise
to the amendnent. |[|f such anendnent involves a statutory
disqualification as defined in Section 3(a)(39) and Section
15(b) (4) of the Act, such anendnent shall be filed not |ater than

ten [ (10) cal endar] days after such disqualification occurs.
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Notification by Menber to [Corporation] the NASD and Associ at ed
Person of Term nati on;
Amendnents to Notification
Sec. 3. (a) Following the termnation of the association with

a menber of a person who is registered with it, such nenber shall,
not later than [thirty (30) calendar] 30 days after such
termnation, give notice of the termnation of such association to
the [Corporation] NASD via electronic process or such other process
as the [Corporation] NASD may prescribe on a form designated by the
[ Corporation] NASD, and concurrently shall provide to the person
whose associ ation has been termnated a copy of said notice as
filed with the [Corporation] NASD. A nenber [which] that does not
submt such notification[,] and provide a copy to the person whose
associ ation has been termnated, within the tinme period prescri bed,
shal | be assessed a late filing fee as specified by the

[ Corporation] NASD. Term nation of registration of such person
associated with a nmenber shall not take effect so |ong as any
conplaint or action under the [rules] Rules of the [Corporation]

Associ ation is pending agai nst a nenber and to which conpl ai nt or

action such person associated with a nmenber is also a respondent,
or so long as any conplaint or action is pending agai nst such

person individually under the [rules] Rules of the [ Corporation.

The Corporation] Association. The NASD, however, may in its

discretion declare the termnation effective at any tine.

(b) The nenber shall notify the [Corporation] NASD via
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el ectroni c process or such other process as the [Corporation] NASD
may prescribe by neans of an anmendnent to the notice filed pursuant
to subsection [paragraph] (a) [above] in the event that the nenber
| earns of facts or circunstances causing any information set forth
in said notice to becone inaccurate or inconplete. Such anendnent
shall be filed with the [Corporation] NASD via el ectronic process
or such other process as the [Corporation] NASD nmay prescribe and a
copy provided to the person whose association with the nenber has
been termnated not later than [thirty (30) calendar] 30 days after
the nenber learns of the facts or circunstances giving rise to the
amendnent .
Retention of Jurisdiction

Sec. 4. A person whose association with a nenber has been
termnated and is no | onger associated with any nmenber of the
[ Corporation] NASD or a person whose registration has been revoked

or cancel ed shall continue to be subject to the filing of a

conpl aint under the [rules] Rules of the [Corporation] Association

based upon conduct which commenced prior to the termnation [or],

revocation, or cancellation or upon such person's failure, while

subject to the [Corporation's] NASD s jurisdiction as provided
herein, to provide information requested by the [Corporation] NASD

pursuant to [NASD Rul e 8210] the Rules of the Association, but any

such conplaint shall be filed wthin:
(a) two [(2)] years after the effective date of

termnation of registration pursuant to Section 3 [above],
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provi ded, however that any anmendnent to a notice of
termnation filed pursuant to Section 3(b) that is filed
within two years of the original notice which discloses that
such person may have engaged in conduct actionable under any
applicable statute, rule, or regulation shall operate to
recommence the running of the two-year period under this
[ par agraph] subsecti on;

(b) two [(2)] years after the effective date of

revocation or cancellation of registration pursuant to [ NASD

Rul e 8320] the Rules of the Association; or

(c) in the case of an unregistered person, within two
[(2)] years after the date upon which such person ceased to be
associ ated with the nenber
ARTI CLE [V] VI
DUES, ASSESSMENTS, AND OTHER CHARGES
Power of [Corporation] the NASD to Fi x and Levy Assessnents
Sec. 1. The [Corporation] NASD shall prepare an estinate of
the funds necessary to defray reasonabl e expenses of adm nistration
in carrying on the work of the [Corporation] NASD each fiscal year
and on the basis of such estimate, shall fix and | evy the anount of
adm ssion fees, dues, assessnents, and other charges to be paid by
menbers of the [Corporation] NASD and issuers and any other persons
using any facility or systemwhich the [Corporation] NASD, NASD

Regul ati on, or Nasdaq operates or controls. Fees, dues,

assessnents, and other charges shall be called and payabl e as
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determned by the [Corporation] NASD fromtine to tine; provided,
however, that such adm ssion fees, dues, assessnents, and ot her
charges shall be equitably allocated anong nenbers and i ssuers and
any ot her persons using any facility or systemwhich the
[ Corporation] NASD operates or controls. The [Corporation] NASD
may fromtinme to tinme nmake such changes or adjustnents in such
fees, dues, assessnents, and other charges as it deens necessary or
appropriate to assure equitable allocation of dues anong nenbers.
In the event of term nation of nmenbership or the extension of any
menbership to a successor organi zation during any fiscal year for
whi ch an assessnment has been | evied and becone payabl e, the
[ Corporation] NASD may make such adjustnment in the fees, dues,
assessnents, or other charges payabl e by any such nenber or
successor organi zation or organi zations during such fiscal years as
it deens fair and appropriate in the circunstances.
Reports of Menbers

Sec. 2. Each nenber, issuer, or other person shall pronptly
furnish all information or reports requested by the [ Corporation]
NASD in connection with the determ nation of the amount of
adm ssion fees, dues, assessnents, or other charges.

Suspensi on or Cancell ation of Menbership or Registration

Sec. 3. The [Corporation] NASD after [fifteen (15)] 15 days
notice in witing, may suspend or cancel the nenbership of any
menber or the registration of any person in arrears in the paynent

of any fees, dues, assessnents, or other charges or for failure to
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furnish any information or reports requested pursuant to Section 2
[of this Article], or for failure to conply with an award of
arbitrators properly rendered pursuant to [Section 41] the Rul es of

the [ Code of Arbitration Procedure] Association, where a tinely

nmotion to vacate or nodify such award has not been nade pursuant to
applicable | aw or where such a notion has been denied, or for
failure to conply with a witten and executed settl enent agreenent
obtained in connection with an arbitration or nediation submtted
for disposition pursuant to the [procedures specified by the

Corporation] Rules of the Association.

Rei nst at enent of Menbership or Registration
Sec. 4. Any nenbership or registration suspended or cancel ed
under this Article nmay be reinstated by the [ Corporation] NASD upon
such terns and conditions as it shall deemjust; provided, however,
that any applicant for reinstatenent of nmenbership or registration
shal | possess the qualifications required for nenbership or
registration in the [Corporation] NASD

Del egat i on
Sec. 5. The NASD nay delegate its authority under this Article

in a manner not inconsistent with the Del egation Pl an.

ARTICLE [VI] VI I
BOARD OF GOVERNORS
Powers and Aut hority of Board
Sec. 1. (a) The Board [of Governors] shall be the governing

body of the [Corporation] NASD and, except as ot herw se provi ded by
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applicable law, the Restated Certificate of Incorporation, or these
By-Laws, shall be vested with all powers necessary for the
managenent and admnistration of the affairs of the [ Corporation]
NASD and the pronotion of the [Corporation's] NASD s wel fare,
obj ects, and purposes. In the exercise of such powers, the Board
[ of Governors] shall have the authority to:
[(1)] (i) adopt for subm ssion to the nenbership, as
herei nafter provided, such By-Laws and changes or additions
thereto as it deens necessary or appropriate;

[(2)](ii) adopt such other [rules] Rules of the

[ Corporation] Association and changes or additions thereto as

it deens necessary or appropriate, provided, however, that the

Board may at its option submt to the nmenbership any such

adoption, change, or addition to such [rules] Rules;
[(3)](iii) make such regul ations, issue such orders,

resol utions, exenptions, interpretations, including

interpretations of these By-Laws and the [rul es] Rules of the

[ Corporation] Association, and directions, and nmake such

decisions as it deens necessary or appropriate;

[(4)](iv) prescribe [a code of arbitration procedure
providing] rules for the required or voluntary arbitration of
controversi es between nenbers and between nenbers and
custonmers or others as it shall deem necessary or appropriate;

[(5)](v) establish rules and procedures to be foll owed

by nmenbers in connection with the distribution of securities



37

i ssued by nenbers and affiliates thereof;

[(6)](vi) require all over-the-counter transactions in
securities between nenbers, other than transactions in
exenpted securities as defined in Section 3(a)(12) of the Act,
to be cleared and settled through the facilities of a clearing
agency regi stered with the Comm ssion pursuant to the Act,
whi ch clears and settles such over-the-counter transactions in
securities;

[(7)](vii) organize and operate autonmated systens to
provide qualified subscribers with securities information and
aut omat ed services. The systens nmay be organi zed and operated
by a division or subsidiary conpany of the [Corporation] NASD
or by one or nore independent firnms under contract with the
[ Corporation] NASD as the Board [of CGovernors] may deem
necessary or appropriate. The Board [of Covernors] may adopt
rules for such automated systens, establish reasonabl e
qualifications and classifications for nenbers and ot her
subscribers, provide qualification standards for securities
i ncluded in such systens, require nmenbers to report pronptly
information in connection wth securities included in such
systens, and establish charges to be collected from
subscri bers and ot hers;

[(8)](viii) require the pronpt reporting by nmenbers of
such original and supplenentary trade data as the Board deens

appropriate. Such reporting requirenents nmay be adm ni stered
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by the [Corporation] NASD, a division or subsidiary thereof,
or a clearing agency registered under the Act; and

[(9)](ix) engage in any activities or conduct necessary
or appropriate to carry out the [Corporation's] NASD s
pur poses under its Restated Certificate of |ncorporation and
the federal securities |aws.
(b) I'n the event of the refusal, failure, neglect, or

inability of any [nenber of the Board of Governors] CGovernor to

di scharge [his] such Governor's duties, or for any cause affecting

the best interests of the [Corporation] NASD the sufficiency of

whi ch the Board [of Governors] shall be the sole judge, the Board
shall have the power, by the affirmative vote of two-thirds of the
CGovernors then in office, to renmove such [nenber] Governor and

declare [his] such Governor's position vacant and that such

position shall be filled in accordance with the provisions of
Section [6] 7 [of this Article].

(c) To the fullest extent permtted by applicable |law the

Restated Certificate of Incorporation [and applicable law the

Corporation], and these By-Laws, the NASD nmay del egate any power of

the [Corporation or the Board of Covernors to any person or entity,
including a subsidiary of the Corporation; provided that such

del egation is] NASD or the Board to a conm ttee appoi nted pursuant

to Article I X, Section 1, the NASD Regul ati on Board, the Nasdaq

Board, or NASD staff in a manner not inconsistent with the

Del egati on Pl an.
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Authority to Cancel or Suspend for Failure to Submt Required
| nf or mati on
Sec. 2. (a) The Board [of Governors] shall have authority,
upon notice and opportunity for a hearing, to cancel or suspend the
menber shi p of any nenber or suspend the association of any person
associated with a nmenber for failure to file, or to submt on
request, any report, docunment, or other information required to be

filed wwth or requested by the [Corporation] NASD pursuant to these

By-Laws or the Rules of the Associati on.

(b) Any nenbership or associ ati on suspended or cancel ed

pursuant to this Section nmay be reinstated by the NASD pursuant to

the Rul es of the Associ ation.

[(b)](c) The Board [of Covernors] is authorized to del egate
[the authority hereinabove granted to the Chief Executive Oficer
of the Corporation; provided, however, that the Executive Commttee
of the Board of Governors shall be notified in witing of any such

contenpl ated action by the Chief Executive Oficer] its authority

under this Section in a manner not inconsistent with the Del egation

Pl an and otherwi se in accordance with the Rul es of the Associ ati on.

Authority to Take Action Under Emergency or Extraordinary Market
Condi ti ons
Sec. 3. The Board [of Governors], or such person or persons
as may be designated by the Board, in the event of an energency or
extraordi nary market conditions, shall have the authority to take

any action regarding[;]:
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[(1)](a) the trading in or operation of the
over-the-counter securities nmarket, the operation of any
aut omat ed system owned or operated by the [ Corporations] NASD

NASD Regul ati on, or Nasdaq, and the participation in any such

systemof any or all persons or the trading therein of any or
all securities; and
[(2)](b) the operation of any or all nenber firns'

offices or systens, if, in the opinion of the Board or the

person or persons hereby designated, such action is necessary

or appropriate for the protection of investors or the public

interest or for the orderly operation of the marketplace or

t he system

Conposition and Qualifications of the Board

Sec. 4. (a) [The Board of CGovernors shall be conposed of five
or nore nenbers, the nunber thereof to be determned fromtinme to
time by the Board of Governors, and shall include at all tines the
Chi ef Executive Oficer and such Industry, Non-Industry, and Public
CGovernors as shall be determned fromtine to tine by the Board of
CGovernors, both of which determ nations shall be consistent with
the Del egation Plan and Section 15A(b)(4) of the Act. The criteria
for the categories of Industry, Non-lndustry and Public Governors,
as used herein, shall be established by the Board of Governors from
time to time, which criteria shall be consistent with the

Del egation Plan.] The Board shall consist of the Chief Executive

Oficer and the Chief Qperating Oficer of the NASD, the Presidents
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of NASD Regul ati on and Nasdaq, the Chair of the National

Adj udi catory Council, and no fewer than 16 and no nore than 22

Governors el ected by the nenbers of the NASD. The CGovernors

el ected by the nmenbers of the NASD shall include a representative

of an issuer of investnent conpany shares or an affiliate of such

an issuer, a representative of an insurance conpany, and a Nasdaq

issuer. A nmgjority of the CGovernors shall be Non-Industry

Gover nor s. |f the Board consists of 21 to 23 CGovernors, at | east

five shall be Public Governors. If the Board consists of 24 to 27

CGovernors, at |least six shall be Public Governors.

(b) As soon as practicable[,] follow ng the annual el ection
[of menbers to the Board] of CGovernors, the Board [of Governors]
shall elect from[the] anong its nmenbers [of the Board of Covernors
a Chairman,] a Chair and such ot her persons having such titles as
it shall deem necessary or advisable, to serve until the next
annual election or until their successors are chosen and qualify.

The Chair of the National Adjudicatory Council may not serve as

Chair of the Board. The Chair and ot her persons [so0] el ected under

this subsection shall have such powers and duties as may be

determned fromtime to tine by the Board [of CGovernors]. The

Board [of Covernors, by affirmative vote of], by resol ution adopted

by a mpjority of [its nenbers] the Governors then in office, may

renove the Chair and any [such] person el ected under this

subsection fromsuch position at any tine.

Term of Ofice of Governors
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Sec. 5. [Each Governor, except as otherw se provided by the
Restated Certificate of Incorporation or these By-Laws, shall hold
office for a termof not nore than three years, such termto be
fixed by the Board at the tinme of the nomnation or certification
of such Governor, or until his successor is elected and qualifi ed,
or until his death, resignation, disqualification, or renoval
Except for the Chief Executive Oficer, no Governor nay serve nore
than two consecutive terns, provided, however, that if a Governor
is appointed to fill a termof |ess than one year, such Governor
may serve up to two consecutive terns follow ng the expiration of
such Governor's current term The Chief Executive Oficer of the
Corporation shall serve as a nenber of the Board until his
successor is selected and qualified, or until his death,
resignation, disqualification, or renoval.]

(a) The Chief Executive Oficer and the Chief Qperating

O ficer of the NASD and the Presidents of NASD Regul ati on and

Nasdaq shall serve as Governors until a successor is elected, or

until death, resignation, or renoval

(b) The Chair of the National Adjudicatory Council shal

serve as a Governor for a termof one year, or until a successor is

duly elected and qualified, or until death, resignation,

disqualification, or renoval. A Chair of the National Adjudicatory

Counci| may not serve nore than two consecutive terns as a

Governor, unless a Chair of the National Adjudicatory Council is

appointed to fill a termof |ess than one year for such office. In
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such case, the Chair of the National Adjudicatory Council may serve

an initial termas a Governor and up to two consecutive terns as a

CGovernor following the expiration of the initial term After

serving as a Chair of the National Adjudicatory Council, an

i ndi vidual may serve as a Governor el ected by the nenbers of the

NASD.

(c) The Governors el ected by the nenbers of the NASD shall be

divided into three classes and hold office for a termof no nore

than three years, such termto be fixed by the Board at the tine of

the nom nation or certification of such Governor, or until a

successor is duly elected and qualified, or until death,

resignation, disqualification, or renoval. A Governor elected by

the nenbers of the NASD nmay not serve nore than two consecutive

terms. If a Governor is elected by the Board to fill a term of

| ess than one year, the Governor nmay serve up to two consecutive

terns following the expiration of the Governor's initial term The

termof office of Governors of the first class shall expire at the

January 1999 Board neeting, of the second cl ass one year

thereafter, and of the third class two years thereafter. At each

annual el ection, comrenci ng January 1999, CGovernors shall be

elected for a termof three years to replace those whose terns

expire

Di squal i fication

Sec. 6. Notwi thstanding Section 5, the termof office of a

Covernor shall termnate i mediately upon a determ nation by the
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Board, by a majority vote of the remaining Governors, that: (a) the

Governor no |longer satisfies the classification (Industry, Non-

| ndustry, or Public CGovernor) for which the Governor was el ected;

and (b) the Governor’s continued service as such would violate the

conposi tional requirenents of the Board set forth in Section 4. |If

the termof office of a Governor term nates under this Section, and

the remaining termof office of such Governor at the tinme of

termnation is not nore than six nonths, during the period of

vacancy the Board shall not be deened to be in violation of Section

4 by virtue of such vacancy.

Filling of Vacancies
Sec. [6.] 7. [(a) Any vacancy in the office of] If a Governor

posi ti on becones vacant, whether [occurring by reason] because of

death, disability, disqualification, renoval, or resignation
[other than a vacancy by reason of an increase in the size of the

Board, shall be filled] the National Nomnating Commttee shal

nom nate, and the Board shall elect by majority vote of the

remai ning Governors then in office [and any person elected to fil
such vacancy shall satisfy the qualifications and criteria], a

person satisfying the classification (Industry, Non-Industry, or

Publ i c Governor) for the governorship [being filled] as provided in

Section 4 [of this Article.] to fill such vacancy, except that if

the remaining termof office for the vacant Governor position is

not nore than six nonths, no replacenent shall be required. |If the

remai ning termof office for the vacant Governor position is nore
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t han one year, the Governor elected by the Board to fill such

position shall stand for election in the next annual election

pursuant to this Article.

[ (b) Any vacancy in the office of a Governor occurring by reason of
an increase in the size of the Board shall be filled by majority
vote of the Board and any person elected to fill such vacancy shal
satisfy the criteria for such newy created governorship as shal
be established by resolution of the Board, provided that the
filling of any such vacancy shall not be inconsistent with any
ot her provisions of these By-Laws or the Del egation Pl an.]
Meetings of Board; Quorum Required Vote

Sec. 8. Meetings of the Board shall be held at such tines and
pl aces, upon such notice, and in accordance with such procedure as
the Board [of Governors] in its discretion may determne. [A] At

all neetings of the Board, unless otherwise set forth in these By-

Laws or required by law, a quorum|[of the Board of Covernors] for

the transaction of business shall consist of a majority of the

[total nunber of Governors of the Corporation and any] Board,

i ncluding not |less than 50 percent of the Non-Industry Governors.

Any action taken by a mpjority vote at any neeting at which a
guorumis present, except as otherw se provided in the Restated
Certificate of Incorporation or these By-Laws, shall constitute the
action of the Board [of CGovernors]. [Menbers of the Board of]
CGovernors[,] or nmenbers of any conmttee appointed by the Board [ of

Covernors or any other commttee of the Corporation,] under Article
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| X, Section 1 may participate in a neeting [thereof] of the Board

or a coonomttee by nmeans of communications facilities that ensure

all persons participating in the nmeeting can hear and speak to

[each other] one another, and participation in a neeting pursuant

to this By-Law shall constitute presence in person at such neeting.
No [ menber of the Board of Governors] CGovernor shall vote by proxy
at any neeting of the Board.
The National Nom nating Conmmttee
Sec. [7. (b)] 9. (a) The National Nom nating Commttee shal
[ have such powers and shall perform such functions as shall be

determned by resolution of the Board of Governors fromtine to

time, consistent with the Del egati on Plan] nom nate: |Industry, Non-

| ndustry, and Public Governors for each vacant or new Gover nor

position on the NASD Board for el ection by the nenbership;

| ndustry, Non-Industry, and Public Directors for each vacant or new

position on the NASD Regul ati on Board and t he Nasdaq Board for

el ection by the Board; Industry, Non-Industry, and Public nenbers

for each vacant or new position on the National Adjudicatory

Counci | for appoi ntnment by the NASD Regul ati on Board; and I ndustry

and Non-Industry nenbers for each vacant or new position on the

Nasdaq Listing and Hearing Review Council for appointnent by the

Nasdaq Boar d.

(b) The National Nom nating Commttee shall consist of [six or
nor e persons who shall have such qualifications, and who shall be

sel ected in such manner, as shall be determ ned by resol ution of
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the Board of Governors fromtine to tine, which qualifications and
manner of selection shall be consistent with the Del egati on Pl an]

no fewer than six and no nore than ni ne nenbers. The nunber of

| ndustry commttee nenbers shall equal or exceed the nunber of Non-

| ndustry commttee nenbers. If the National Nomnating Commttee

consists of six nenbers, at |least two shall be Public commttee

menbers. |If the National Nom nating Conmttee consists of seven or

nore nenbers, at |least three shall be Public commttee nenbers. No

officer or enployee of the Association shall serve as a nenber of

the National Nomnating Conmttee in any voting or non-voting

capacity. No nore than three of the National Nom nating Commttee

nmenbers and no nore than two of the Industry conmttee nenbers

shall be current nenbers of the NASD Board.

(c) A National Nomnating Conmttee nenber nmay not

si mul taneously serve on the National Nom nating Commttee and the

Board, unless such nenber is in his or her final year of service on

the Board, and follow ng that year, that nenber may not stand for

el ection to the Board until such tine as he or she is no | onger a

nmenber of the National Nom nating Comm ttee.

(d) Menbers of the National Nom nating Commttee shall be

appoi nted annual ly by the Board and may be renoved only by majority

vote of the whole Board, after appropriate notice, for refusal,

failure, neglect, or inability to discharge such nenber’s duties.

The NASD Regul ation Board and the Nasdaq Board each shall propose

two candidates to the NASD Board for appointnent to the National




48

Nom nating Conmttee.

(e) The Secretary of the NASD shall collect fromeach nom nee

for Governor such information as i s reasonably necessary to serve

as the basis for a determ nation of the nomnee's classification as

an Industry, Non-Industry, or Public Governor, and the Secretary

shall certify to the National Nomnating Commttee each nom nee’s

cl assi fication.

(f) At all neetings of the National Nomnating Commttee, a

quorum for the transaction of business shall consist of a majority

of the National Nom nating Commttee, including not |ess than 50

percent of the Non-Industry conmmttee nenbers. |In the absence of a

quorum a majority of the commttee nenbers present nmay adjourn the

meeting until a quorumis present.

Procedure for Nom nation of Governors
Sec. [7.(c)] 10. [At least 90 days prior] Prior to a neeting

of nmenbers pursuant to Article XXI for the election of Governors,

the [Corporation] NASD shall notify the nmenbers of the [date,
place, and tinme of such neeting and shall set forth in such notice
t he] nanes of each nomnee [(a "Nom nee"), as] selected by the
National Nom nating Commttee[,] for each governorship up for

el ection, [and shall further provide in such notice the

qualifications | the classification of governorship (Industry, Non-

| ndustry, or Public CGovernor) for which the nomnee is nom nated,

the qualifications of each nom nee, and such other information

regardi ng each [such Nom nee] nom nee as the National Nom nating
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Comm ttee deens pertinent. A person who has not been so nom nated
may be included on the ballot for the election of Governors if:
[(1)](a) [at least 60] within 30 days [prior to the schedul ed date

for the nmeeting of nmenbers] after the date of such notice in 1997

or wwthin 45 days after the date of such notice in 1998 and

thereafter, such person [conplies with the requirenents and
procedures for nomnation set forth in the Del egation Plan and (2)

the person is certified] presents to the Secretary of the NASD

petitions in support of his or her nomnation duly executed by

three percent of the nenbers; and (b) the Secretary certifies that

(i) the petitions are duly executed by the Executive

Representatives of the requisite nunber of nenbers; and (ii) the

person satisfies the classification (Industry, Non-Industry, or

Public Governor) of the governorship to be filled, based on such

i nformation provided by the person as is reasonably necessary to

make the certification. The Secretary shall not unreasonably

wi thhold or delay the certification. Upon certification, the

el ection shall be deened a contested el ection. After the

certification of a contested election or the expiration of tinme for

contesting an el ection under this Section, the Secretary shal

deliver notice of a neeting of nmenbers pursuant to Article XX,

Section 3(a).

Communi cati on of Vi ews

Sec. 11. The NASD, the Board, the National Nom nating

Commttee, a conmttee appointed pursuant to Article I X, Section 1
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and NASD staff shall not take any position publicly or with a

menber or person associated with or enpl oyed by a nmenber with

respect to any candidate in a contested el ection or nom nation held

pursuant to these By-Laws or the NASD Regul ati on By-Laws. A

CGovernor or a nenber of the National Nom nating Commttee or any

other conmttee may comuni cate his or her views with respect to

any candidate if such Governor or conmttee nenber acts solely in

his or her individual capacity and disclains any intention to

comuni cate in any official capacity on behalf of the NASD, the

NASD Board, the National Nomnating Commttee, or any other

commttee. Except as provided herein, any candidate and his or her

representatives nmay communi cate support for the candidate to a

menber or person associated with or enpl oyed by a nenber.

Adm ni strative Support

Sec. 12. The Secretary of the NASD shall provide

adm ni strative support to the candidates in a contested el ection

under this Article by sending to NASD nenbers eligible to vote up

to two nmailings of materials prepared by the candi dates. The NASD

shall pay the postage for the mailings. |f a candidate wants such

mai | i ngs sent, the candidate shall prepare such material on the

candi date’s personal stationery. The material shall state that it

represents the opinions of the candidate. The candi date shal

provide a copy of such material for each nenber of the NASD. A

candi date nom nated by the National Nom nating Conmttee may

identify hinself or herself as such in his or her materials. Any
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candi date may send additional materials to NASD nenbers at the

candi date's own expense. Except as provided in this Article, the

NASD, the Board, any commttee, and NASD staff shall not provide

any other admnistrative support to a candidate in a contested

el ection conducted under this Article or a contested el ection or

nom nati on conducted under the NASD Regul ati on By-Laws.

El ection of [Board Menbers] CGovernors
Sec. [7.(a)] 13. [The nenbers of the Board of] Governors shal
be elected by a plurality of the votes of the nmenbers of the
[ Corporation] NASD present in person or represented by proxy at the
annual neeting of the [Corporation] NASD and entitled to vote
thereat. The annual neeting of the [Corporation] NASD shall be on
such date and at such place as the Board [of Governors] shal

designate pursuant to Article XXI. Any Governor so el ected nust be

nom nated by the National Nom nating Conmttee or certified by the

Secretary [described in subsection (b) below or certified] pursuant
to [subsection (c) below and nust satisfy the other qualifications
for Governors set forth in Section 4 of this Article or as

est abl i shed by resolution of the Board of Governors fromtine to
time, which qualifications shall be consistent with the Del egation
Pl an] Section 10.

Mai nt enance of Conpositional Requirenents of the Board

Sec. 14. Each CGovernor shall update the information submtted

under Section 9(e) regarding his or her classification as an

| ndustry, Non-Industry, or Public Governor at |east annually and
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upon request of the Secretary of the NASD, and shall report

imediately to the Secretary any change in such cl assification.

Resi gnat i on

Sec. 15. Any Governor may resign at any tinme either upon

witten notice of resignation to the Chair of the Board, the Chief

Executive Oficer, or the Secretary. Any such resignation shal

take effect at the tinme specified therein or, if the tine is not

speci fied, upon receipt thereof, and the acceptance of such

resignation, unless required by the terns thereof, shall not be

necessary to nmake such resignation effective.

ARTICLE [VII] VIII

OFFI CERS, AGENTS, AND EMPLOYEES

Oficers

Sec. 1. The Board [of Governors] shall [select] elect a Chief

Executive Oficer, who shall be responsible for the nmanagenent and
admnistration of its affairs and shall be the official
representative of the [Corporation] NASD in all public natters and
who shall have such powers and duties in the managenent of the

[ Corporation] NASD as may be prescribed in a resolution by the
Board [of Covernors], and which powers and duties shall not be

inconsistent wwth the Del egation Plan. The Board shall elect a

Chief Qperating Oficer and Secretary, who shall have such powers

and duties conferred by these By-Laws and such ot her powers and

duties as may be prescribed in a resolution by the Board. The

Board may provide for such other executive or admnistrative
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officers as it shall deem necessary or advisable, including, but
not limted to, Executive Vice [-]President, Senior Vice
[-]President, Vice [-]President, [Secretary,] and Treasurer of the
[ Corporation] NASD. Al such officers shall have such titles,

[ such] powers, and duties, and shall be entitled to such
conpensation, as shall be determned fromtine to tine by the Board
[of Governors]. Each such officer shall hold office until [his] a

successor is elected and qualified or until [his] such officer's

earlier resignation or renoval. Any officer may resign at any tine
upon witten notice to the [Corporation] NASD. [The Board of
CGovernors may renove any officer, with or w thout cause, at any
time, but such renoval shall be w thout prejudice to the
contractual rights of such officer, if any, with the Corporation
Any nunber of offices may be held by the sane person. Any vacancy
occurring in any office of the Corporation by death, resignation,
renmoval, or otherwi se may be filled for the unexpired portion of
the termby the Board of Governors at any neeting. ]

Absence of Chief Executive Oficer

Sec. 2. In the case of the absence or inability to act of the

[ President] Chief Executive Oficer of the [Corporation] NASD, or

in the case of a vacancy in such office, the Board [of Governors]

may appoint its [Chairman] Chair or such other person as it nmay

designate to act as such officer pro tem who shall assune all the
functions and discharge all the duties of the [President] Chief

Executive Oficer.
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Agent s and Enpl oyees

Sec. 3. The Board may enpl oy or authorize the enpl oynent and

prescri be the powers and duties of such agents and enpl oyees as it

deens necessary or advisable. The enpl oynent and conpensati on of

such agents and enpl oyees shall be at the pleasure of the Board,

provi ded that such determ nations are not inconsistent wth the

requi rements of the Del egation Plan. Except as provided in Article

| X, Section 5(d), agents and enpl oyees of the NASD shall be under

t he supervision and control of the officers of the NASD, unless the

Board provides by resolution that an agent or enpl oyee shall be

under the supervision and control of the Board.

Enmpl oynent of Counsel
Sec. [3.] 4. The Board [of Governors] nmay retain or authorize
the enpl oynent of counsel, with such powers, titles, duties, and
authority as it shall deem necessary or advisabl e.
[ Adm ni strative Staff
Sec. 4. The Board of Governors nmay enploy or authorize the
enpl oynent and prescribe the powers and duties of such an
admnistrative staff as it deens necessary or advisable. The
enpl oynent and conpensation of such admnistrative staff of the
Corporation shall be at the pleasure of the Board of CGovernors,
provi ded that such determ nations are not inconsistent with the
requi rements of the Del egation Plan.]

Del egation of Duties of Oficers

Sec. 5. The Board may del egate the duties and powers of any
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officer of the NASD to any other officer or to any Governor for a

specified period of tinme and for any reason that the Board may deem

sufficient.

Resi gnati on and Renoval of Oficers

Sec. 6. (a) Any officer may resign at any tine upon witten

notice of resignation to the Board, the Chief Executive Oficer, or

the Secretary. Any such resignation shall take effect upon receipt

of such notice or at any later tinme specified therein. The

acceptance of a resignation shall not be necessary to nmake the

resignation effective.

(b) Any officer of the NASD may be renoved, with or w thout

cause, by resolution adopted by a majority of the Governors then in

office at any regular or special neeting of the Board or by a

witten consent signed by all of the Governors then in office.

Such renoval shall be without prejudice to the contractual rights

of the affected officer, if any, with the NASD

Bond

Sec. 7. The NASD may secure the fidelity of any or all of its

of ficers, agents, or enployees by bond or otherw se.

ARTI CLE [VIT1] 1X
COW TTEES

Appoi nt nent

Sec. 1. [The] Subject to Article VII, Section 1(c), the Board

may appoi nt such commttees or subcommttees as it deens necessary

or desirable, and it shall fix their powers, duties, and terns of
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of fice[; provided that such determ nations are not inconsistent
with requirenents of the Delegation Plan]. Any such commttee or
subcomm ttee consisting solely of one or nore Governors, to the
extent provided by these By-Laws or by resolution of the Board,
shal | have and nmay exercise all powers and authority of the Board
in the managenent of the business and affairs of the [ Corporation]
NASD

Mai nt enance of Conpositional Requirenents of Commttees

Sec. 2. Upon request of the Secretary of the NASD, each

prospective commttee nenber who is not a Governor shall provide to

the Secretary such information as is reasonably necessary to serve

as the basis for a determ nation of the prospective conmttee

nmenber's classification as an Industry, Non-lIndustry, or Public

conmttee nmenber. The Secretary shall certify to the Board each

prospective commttee nenber's classification. Each conmttee

menber shall update the informati on submtted under this Section at

| east annual |y and upon request of the Secretary of the NASD, and

shall report imediately to the Secretary any change in such

cl assi fication.

Renoval of Comm ttee Menber
Sec. [2] 3. [Any] A nenber of [any] a conmttee or
subcomm ttee appoi nted pursuant to this Article [MII1] may be

renoved from such coonmttee or subconmttee only by a majority vote

of the whole Board, after appropriate notice, for refusal, failure,

neglect, or inability to discharge [his] such nenber's duties [or
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for any cause the sufficiency of which shall be decided by the
Boar d] .

Executive Commttee

Sec. 4. (a) The Board may appoi nt an Executive Commttee,

which shall, to the fullest extent permtted by the Ceneral

Corporation Law of the State of Del aware and ot her applicable |aw,

have and be permtted to exercise all the powers and authority of

the Board in the managenent of the business and affairs of the NASD

bet ween neetings of the Board, and which may authorize the seal of

the NASD to be affixed to all papers that may require it.

(b) The Executive Commttee shall consist of no fewer than

five and no nore than nine Governors. The Executive Commttee

shall include the Chief Executive Oficer of the NASD, at | east one

Director of NASD Regul ation, at |east one D rector of Nasdag, and

at least two Governors who are not Directors of NASD Regul ati on or

Nasdagq. The nunber of Directors of the NASD Regul ati on Board and

the nunber of Directors of the Nasdag Board serving on the

Executive Commttee shall be equal at all times. The Executive

Comm ttee shall have a percentage of Non-lndustry commttee nenbers

at least as great as the percentage of Non-Industry Governors on

t he whol e Board and a percentage of Public commttee nenbers at

| east as great as the percentage of Public CGovernors on the whole

Boar d.

(c) An Executive Commttee nenber shall hold office for a term

of one year.
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(d) At all neetings of the Executive Commttee, a quorum  for

the transaction of business shall consist of a majority of the

Executive Commttee, including not |ess than 50 percent of the Non-

| ndustry commttee nenbers. In the absence of a quorum a majority

of the commttee nenbers present may adjourn the neeting until a

gquorumis present.

Audit Commttee

Sec. 5. (a) The Board shall appoint an Audit Commttee. The

Audit Commttee shall consist of four or five Governors, none of

whom shal | be officers or enployees of the Association. A majority

of the Audit Commttee nenbers shall be Non-Industry Governors.

The Audit Commttee shall include two Public Governors. A Public

CGovernor shall serve as Chair of the Commttee. An Audit Commttee

nmenber shall hold office for a termof one year.

(b) The Audit Commttee shall performthe foll ow ng

functions: (i) ensure the existence of adequate controls and the

integrity of the financial reporting process of the NASD, (ii)

recommend to the NASD Board, and nonitor the independence and

performance of, the certified public accountants retained as

outside auditors by the NASD;, and (iii) direct and oversee all the

activities of the NASD s internal review function, including but

not limted to nmanagenent's responses to the internal review

functi on.

(c) No nenber of the Audit Commttee shall participate in the

consideration or decision of any matter relating to a particul ar
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NASD nenber, conpany, or individual if such Audit Conmttee nenber

has a material interest in, or a professional, business, or

personal relationship with, that nenber, conpany, or individual, or

if such participation shall create an appearance of inpropriety.

An Audit Commttee nmenber shall consult with the General Counsel of

the NASD to determne if recusal is necessary. |If a nmenber of the

Audit Commttee is recused fromconsideration of a matter, any

decision on the matter shall be by a vote of a majority of the

remai ni ng nenbers of the Audit Comm ttee.

(d) The Audit Commttee shall have exclusive authority to:

(i) hire or termnate the Director of Internal Review, (ii)

determ ne the conpensation of the Director of Internal Review, and

(i1i) determne the budget for the Ofice of Internal Review The

Ofice of Internal Review and the Director of Internal Revi ew shal

report directly to the Audit Commttee. The Audit Commttee nmay,

inits discretion, direct that the Ofice of Internal Review al so

report to senior managenent of the NASD on nmatters the Audit

Conm ttee deens appropriate and may request that seni or NASD

nmanagenent perform such operational oversight as necessary and

proper, consistent with preservation of the i ndependence of the

internal review function

(e) At all nmeetings of the Audit Commttee, a quorumfor the

transaction of business shall consist of a majority of the Audit

Comm ttee, including not | ess than 50 percent of the Non-Industry

conmttee nenbers. In the absence of a quorum a majority of the
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comm ttee nenbers present may adjourn the neeting until a quorumis

present .

Fi nance Comm ttee

Sec. 6(a) The Board may appoint a Finance Conmttee. The

Fi nance Commttee shall advise the Board with respect to the

oversight of the financial operations and conditions of the NASD

i ncl udi ng recommendati ons for the NASD s annual operating and

capi tal budgets and proposed changes to the rates and fees charged

by NASD.

(b) The Finance Commttee shall consist of four or nore

CGovernors. The Chief Executive Oficer of the NASD shall be a

nmenber of the Finance Commttee. The nunber of Non-Industry

commttee nenbers shall equal or exceed the nunber of Industry

commttee nenbers plus the Chief Executive Oficer of the NASD. A

Fi nance Comm ttee nenber shall hold office for a termof one year.

(c) At all neetings of the Finance Commttee, a quorumfor the

transaction of business shall consist of a majority of the Finance

Comm ttee, including not | ess than 50 percent of the Non-Industry

conmmttee nenbers. In the absence of a quorum a majority of the

comm ttee nenbers present may adjourn the neeting until a quorumis

present .
ARTI CLE X

COVPENSATI ON OF BOARD AND COWM TTEE MEMBERS

[Article VII, Sec. 5.]Sec. 1. The Board nmay provide for

reasonabl e conpensation of the [Chairman] Chair of the Board, the
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Covernors, and the nmenbers of any commttee [of the Board fromthe
Corporation]. The Board may al so provide for reinbursenent of
reasonabl e expenses incurred by such persons in connection with the
busi ness of the [ Corporation] NASD.
ARTICLE [I1X] Xl
RULES

Sec. 1. To pronote and enforce just and equitable principles
of trade and business, to maintain high standards of conmerci al
honor and integrity anong nenbers of the [Corporation] NASD, to
prevent fraudul ent and mani pul ative acts and practices, to provide
saf eguar ds agai nst unreasonabl e profits or unreasonabl e rates of
comm ssions or other charges, to protect investors and the public
interest, to collaborate with governnental and other agencies in
the pronotion of fair practices and the elimnation of fraud, and
in general to carry out the purposes of the [Corporation] NASD and
of the Act, the Board [of Governors] is hereby authorized to adopt
such [Rul es of Fair Practice] rules for the nenbers and persons
associ ated with nmenbers, and such anendnents thereto as it nay,
fromtine to time, deemnecessary or appropriate. |f any such
[Rul es] rules or amendnents thereto are approved by the Comm ssion
as provided in the Act, they shall becone effective Rules of the
Associ ation as of such date as the Board [of CGovernors] may
prescribe. The Board [of Governors] is hereby authorized, subject
to the provisions of the By-Laws and the Act, to adm nister,

enforce, suspend, or cancel any Rules of [Fair Practice] the
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Associ ati on adopt ed hereunder.

ARTICLE [X] XII
Dl SC PLI NARY PROCEEDI NGS
Sec. 1. The Board [of Governors] shall have authority to
establish procedures relating to disciplinary proceedi ngs invol ving
menbers and their associ ated persons.
Sec. 2. Except as otherwi se permtted under these By-Laws or
the Act, in any disciplinary proceedi ng [before the Corporation]

under the Rules of the Association, any nenber or person associ ated

with a nenber shall be given the opportunity to have a hearing at

whi ch [ he] such nenber or person associated with a nenber shall be

entitled to be heard in person [and/or by counsel] or by counsel or

by a representative as provided in the Rul es of the Associ ation.

Such persons nmay present any relevant material in accordance with

the Rules of the Association. In any such proceedi ng agai nst a

menber or against a person associated with a nmenber to determ ne
whet her the nmenber [and/or] or the person associated with a nmenber
shal | be di sci plined:

(a) specific charges shall be brought;

(b) such nmenber or person associated with a nenber shal
be notified of and be given an opportunity to defend agai nst
such char ges;

(c) arecord shall be kept; and

(d) any determ nation shall include a statenment setting

forth:
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[(1)] (i) any act or practice, in which such nmenber
or person associated with a nenber may be found to have
engaged or which such nmenber or person associated with a
menber may be found to have omtted;
[(2)] (ii) the rule, regulation, or statutory
provi sion of which any such act or practice, or om ssion
to act, is deened to be in violation;
[(3)] (iii) the basis upon which any findings are
made; and
[(4)] (iv) the [penalty] sanction inposed.
ARTICLE [XI] X1
PONERS OF BOARD TO [ PRESCRI BE] | MPOSE SANCTI ONS
Sec. 1. The Board is hereby authorized to [prescribe] inpose
appropriate sanctions applicable to nenbers, including censure,
fine, suspension, or expulsion from nmenbership, suspension or bar
frombeing associated with all nenbers, limtation of activities,
functions, and operations of a nenber, or any other fitting
sanction, and to [prescribe] inpose appropriate sanctions
appl i cable to persons associated with nmenbers, including censure,
fine, suspension or barring a person associated with a nmenber from
bei ng associated with all nenbers, limtation of activities,
functions, and operations of a person associated with a nmenber, or
any other fitting sanction, for:
(a) breach by a nmenber or a person associated with a

menber of any covenant with the [Corporation] NASD or its
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nmenbers;
(b) violation by a nmenber or a person associated with a
menber of any of the terns, conditions, covenants, and

provisions of the [rules of the Corporation] By-Laws of the

NASD, NASD Regul ati on, or Nasdaq, the Rules of the

Associ ation, or the federal securities |laws, including the

rules and regul ati ons adopted thereunder, [and including] the
rules of the Minicipal Securities Rul emaking Board, and the
rules of the Treasury Departnent;

(c) failure by a nenber or person associated with a
menber to: (i) submt a dispute for arbitration [under the

Code of Arbitration Procedure ("Arbitration Code")] as

required by the [Arbitration Code] Rules of the

Association[,]; [or to fail to] (ii) appear or [to] produce

any docunent in [their] the nenber's or person's possession or

control as directed pursuant to [provisions of] the

[Arbitration Code] Rules of the Association[,]; [or to fail to

honor] (iii) conply with an award of arbitrators properly

rendered pursuant to the [Arbitration Code] Rules of the

Associ ation, where a tinely notion [has not been nade] to

vacate or nodify such award has not been nmade pursuant to

applicable | aw or where such a notion has been denied; or (iv)

conmply with a witten and executed settl enment agreenent

obtained in connection with an arbitration or nedi ati on

submtted for disposition pursuant to the Rules of the
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Associ ati on;

(d) refusal by a nenber or person associated with a
menber to abide by an official ruling of the Board or any
comm ttee exercising powers assigned by the Board with respect
to any transaction which is subject to the Uniform Practice
Code; or

(e) failure by a nenber or person associated with a
menber to adhere to any ruling, order, direction, or decision
of[,] or to pay any [penalty,] sanction, fine, or costs[,]

i nposed by the Board[, or any comm ttee exercising powers

assigned by the Board] or any entity to which the Board has

del egated its powers in accordance with the Del egation Pl an.

Sec. 2. The Board may delegate its authority under this

Article in accordance with the Del egati on Pl an.

ARTICLE [XI1] XLV
UNI FORM PRACTI CE CCODE
Aut hority to Adopt Code
Sec. 1. The Board [of Governors] is hereby authorized to
adopt a Uniform Practice Code and anendnents, interpretations and
expl anations thereto, designed to nmake uniform where practicabl e,
custom practice, usage, and trading technique in the investnent
banki ng and securities business wth respect to such nmatters as
trade terns, deliveries, paynents, dividends, rights, interest,
recl amati ons, exchange of confirmations, stanp taxes, clains,

assi gnnents, powers of substitution, conputation of interest and
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basis prices, due-bills, transfer fees, "when, as and if issued"
trading, "when, as and if distributed" trading, marking to the
market, and cl ose-out procedure, all to the end that the
transaction of day-to-day business by nenbers may be sinplified and
facilitated, that business disputes and m sunderstandi ngs, which
arise fromuncertainty and |lack of uniformty in such matters, may
be elimnated, and that the mechanisns of a free and open narket
may be inproved and inpedi nents thereto renoved.
Adm ni stration of Code

Sec. 2. The admnistration of any Uniform Practice Code, or
any anmendnent thereto, adopted by the Board [of Governors] pursuant
to Section 1 [of this Article], shall be vested in the Board [ of
Governors], and the Board is hereby granted such powers as are
reasonably necessary to achieve its effective operation. In the
exerci se of such powers, the Board may issue expl anations and
interpretations and nake binding rulings with respect to the
applicability of the provisions of the UniformPractice Code to
situations in which there is no substantial disagreenent as to the

facts involved. [The] In accordance with the Del egati on Pl an, the

Board may del egate to [appropriate commttees such of its powers,]

t he NASD Regul ati on Board and the Nasdaq Board such of the Board's

powers hereunder as it deens necessary and appropriate to achieve
effective adm ni stration and operation of the Uniform Practice
Code.

Transacti ons Subject to Code
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Sec. 3. Al over-the-counter transactions in securities by
menbers, except transactions in securities which are exenpted under
Section 3(a)(12) of the Act, or are municipal securities as defined
in Section 3(a)(29) of the Act, are subject to the provisions of
the Uniform Practice Code and to the provisions of Section 2 [of
this Article] unless exenpted therefromby the terns of the Uniform
Practi ce Code.

ARTI CLE [XI 1] XV
LI M TATI ON OF POVERS
Prohi bi tions

Sec. 1. Under no circunstances shall the Board [of Governors]
or any officer, enployee, or nmenber of the [Corporation] NASD have
t he power to:

(a) nmake any donation or contribution fromthe funds of
the [Corporation] NASD or to commt the [Corporation] NASD for

t he paynent of any donations or contributions for political or

charitabl e purposes; or

(b) use the nane of the facilities of the [ Corporation]

NASD in aid of any political party or candidate for any public

of fice.

Use of Nane of [Corporation] the NASD by Menbers

Sec. 2. No nmenber shall use the nane of the [Corporation]
NASD except to the extent that may be [authorized by the Board of

Governors] permtted by the Rules of the Association.

Unaut hori zed Expenditures
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Sec. 3. No officer, enployee, nenber of the Board [ of
CGovernors] or of any commttee[,] shall have any power to incur or
contract any liability on behalf of the [Corporation] NASD not
aut hori zed by the Board [of Governors]. The Board nay del egate to
the Chief Executive Oficer of the [Corporation or his del egate]

NASD or the Chief Executive Oficer's delegate[,] such authority as

it deens necessary to contract on behalf of the [Corporation] NASD
or to satisfy unanticipated liabilities during the period between
Board neeti ngs.

Conflicts of Interest

Sec. 4.(a) A Governor or a nenber of [the Board of CGovernors

or of any] a coomttee [of the Corporation] shall not directly or
indirectly participate in any adjudi cation of the interests of any

party if such [participation would violate the] Governor or

commttee nmenber has a conflict of interest [provisions of the

Procedural Rules of the Corporation] or bias, or if circunstances

ot herwi se exi st where his or her fairness m ght reasonably be

guestioned. 1In any such case, the Governor or conmttee nenber

shall recuse hinself or herself or shall be disqualified in

accordance with the Rul es of the Associ ati on.

(b) No contract or transaction between the NASD and one or

nmore of its Governors or officers, or between the NASD and any

ot her corporation, partnership, association, or other organi zation

in which one or nore of its Governors or officers are directors or

officers, or have a financial interest, shall be void or voidabl e
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solely for this reason if: (i) the material facts pertaining to

such Governor's or officer's relationship or interest and the

contract or transaction are disclosed or are known to the Board or

the coomttee, and the Board or coommttee in good faith authorizes

the contract or transaction by the affirmative vote of a mgjority

of the disinterested Governors; or (ii) the material facts are

di scl osed or becone known to the Board or commttee after the

contract or transaction is entered into, and the Board or commttee

in good faith ratifies the contract or transaction by the

affirmative vote of a majority of the disinterested Governors.

Only disinterested Governors nmay be counted in determning the

presence of a quorumat the portion of a neeting of the Board or of

a commttee that authorizes the contract or transaction. This

subsection shall not apply to any contract or transaction between

t he NASD and NASD Regul ati on or Nasdaqg.

Muni ci pal Securities
Sec. 5. The provisions of the By-Laws conferring rul emaki ng
authority upon the Board [of Governors] shall not be applicable to
t he nunicipal securities activities of nmenbers or persons
associated with nmenbers to the extent that the application of such
authority would be inconsistent with Section 15B of the Act.
[ Gover nment Securities
Sec. 6. The provisions of the By-Laws governi ng
qual i fications of nmenbers and persons associated with nenbers and

conferring rul emaki ng authority upon the Board of CGovernors shal
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not be applicable to the Governnent securities activities of
menbers or persons associated with nenbers to the extent that the
appl i cation of such provisions or authority woul d be inconsistent
with Section 15A(f) of the Act.]
ARTI CLE [ XIV] XVI
PROCEDURE FOR ADOPTI NG AMENDMENTS TO BY- LAVWS

Sec. 1. [Any nenber of the Board of Governors by resol ution

any District Commttee by resolution, or any twenty-five nenbers of

the Corporation by petition signed by such nenbers,] A Governor or

a commttee appointed by the Board nmay propose anendnents to these

By- Laws. Any 25 nenbers of the NASD by petition signed by such

menbers nmay propose anendnents to these By-Laws. Every proposed

amendnent shall be presented in witing to the Board [ of
Governors], and a record shall be kept thereof. The [board of
Governors] Board may adopt any proposed anmendnent to these By-Laws
by affirmative vote of a majority of the [nenbers of the Board of]
CGovernors then in office. The Board [of Governors], upon adoption
of any such amendnent to these By-Laws, except as ot herw se
provided in these By-Laws, shall forthwith cause a copy to be sent
to and voted upon by each nenber of the [Corporation] NASD. |f
such amendnent to these By-Laws is approved by a majority of the
menbers voting within [thirty (30)] 30 days after the date of

subm ssion to the nenbership, and is approved by the Conm ssion as
provided in the Act, it shall beconme effective as of such date as

the Board [of Governors] may prescribe.
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ARTI CLE [ XV] XVI I
CORPORATE SEAL
Sec. 1. The corporate seal shall have inscribed thereon the
name of the [Corporation] NASD, the year of its organization and
the words "Corporate Seal, Delaware." Said seal nmay be used by
causing it or a facsimle thereof to be inposed or affixed or
reproduced or otherw se.
ARTI CLE [XVI] XM 11
CHECKS
Sec. 1. Al checks or demands for noney and notes of the
[ Corporation] NASD shall be signed by such officer or officers or
such ot her person or persons as the Board [of Governors] may from
time to tinme designate.
ARTI CLE [ XVI1] XI X
ANNUAL FI NANCI AL STATEMENT
Sec. 1. As soon as practicable after the end of each fiscal
year, the Board [of Governors] shall send to each nenber of the
[ Corporation] NASD a reasonably item zed statenment of receipts and
expendi tures of the [Corporation] NASD for such preceding fisca
year.
ARTI CLE XX

RECORD DATES

Fi xi ng of Date by Board

Sec. 1. In order that the NASD may determ ne the nenbers

entitled to notice of or to vote at any neeting of nenbers or any
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adj ournnment thereof, or to express consent or dissent to corporate

action in witing wthout a neeting, or for the purpose of any

other lawful action, the Board may fix, in advance, a record date,

pursuant to Section 213 of the General Corporation Law of the State

of Delaware. Only such nenbers as shall be nenbers of record on the

date so fixed shall be entitled to notice of and to vote at such

neeting or any adjournnment thereof, or to give such consent or

di ssent .

Def ault Date

Sec. 2. If no record date is fixed by the Board, the record

date for determning nenbers entitled to notice of or to vote at a

neeting of nenbers shall be at the close of business on the day

next preceding the date on which notice is given, or if notice is

wai ved, at the close of business on the day next precedi ng the day

on which the neeting is hel d.

Adj our nnent

Sec. 3. A determnation of nenbers of record entitled to

notice of or to vote at a neeting of nenbers shall apply to any

adj ournment of the neeting; provided, however, that the Board nay

fix a newrecord date for the adjourned neeting.

ARTI CLE XXI

MEETI NGS OF MEMBERS

Annual Meeti ng

Sec. 1. The annual neeting shall be on such date and at such

pl ace as the Board shall designate. The business of the neeting
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shall include: (a) election of the nenbers of the Board pursuant to

Article VI1, Section 13; and (b) the proposal of business (i) by or

at the direction of the Chairman of the Board or the Board, or (ii)

by any nmenber entitled to vote at the neeting who conplied with the

noti ce procedures set forth in Section 3 and was a nenber at the

time such notice was delivered to the Secretary of the NASD,

Speci al Meeti ngs

Sec. 2. A special neeting shall be on such date and at such

pl ace as the Board shall designate. Only such business shall be

conducted at a special neeting as shall have been brought before

the neeting pursuant to Section 3(a); provided, however, that in no

event shall the announcenent to the nmenbers of an adjournnent of a

speci al neeting commence a new tine period for the giving of

noti ce.

Noti ce of Meeting; Menber Business

Sec. 3. (a) Notice of each neeting shall be witten or

printed; shall state the date, tine, and place of the neeting;

shal |l state the purpose or purposes for which the neeting is

called; and unless it is the annual neeting, indicate that the

notice is being issued at the direction of the person or persons

calling the neeting. The Secretary of the NASD shall deliver the

notice to the Executive Representative of each nenber entitled to

vote not |less than 30 days nor nore than 60 days before the date of

an annual neeting and not |ess than ten days nor nore than 60 days

before the date of a special neeting. If nmailed, the notice shal
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be deened to be delivered when deposited with postage in the United

States mail and addressed to the Executive Representative of the

menber as it appears on the records of the NASD. Such further

notice shall be given as may be required by | aw. Meetings nay be

held without notice if all nmenbers entitled to vote are present

(except as otherw se provided by law), or if notice is waived by

those not present. Any previously schedul ed neeting of the nenbers

may be postponed and any special neeting of the nmenbers nmay be

cancel ed by resolution of the Board upon notice given to the

nmenbers prior to the tinme previously schedul ed for the neeting.

(b) For business other than the el ection of Governors to be

brought properly before an annual neeting by a nenber pursuant to

Section 1, the nenber nust have given tinely notice thereof in

witing to the Secretary of the NASD and such ot her busi ness nust

ot herwi se be a proper matter for nenber action. To be tinely, a

nmenber’s notice shall be delivered to the Secretary at the NASD s

princi pal executive offices within 25 days after the date of the

notice of the neeting. Such nmenber’s notice shall set forth a

brief description of the business desired to be brought before the

neeting, any nmaterial interest of the nenber in such business, and

t he reasons for conducting such business at the neeting. In no

event shall the announcenent to the nenbers of an adjournnent of an

annual neeting comence a new tine period for the giving of a

menber’s notice as descri bed above.

(c) Except as otherw se provided by applicable | aw, the
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Restated Certificate of Incorporation, or these By-Laws, the

chai rman of the neeting shall have the power and duty to determ ne

whet her any nom nation or other business proposed to be brought

before the neeting pursuant to subsection (b) or Article VI,

Section 10 was nade in accordance with the procedures set forth

herein and, if any proposed nom nation or business is not in

conpliance with these By-Laws, to declare that such defective

nom nati on or proposal shall be disregarded.

| nspect or

Sec. 4. At each neeting of the nmenbers, the polls shall be

opened and cl osed, the proxies and ballots received and taken in

charge, and all questions touching the qualification of voters and

the validity of proxies and the acceptance or rejection of votes

shal | be decided by an inspector appointed by the Secretary of the

NASD before the neeting, or in default thereof by the chairnman of

the neeting. |If the inspector previously appointed fails to attend

or refuses or is unable to serve, a substitute shall be appointed

by the chairman of the neeting. The inspector shall not be a

CGovernor, officer, or enployee of the NASD or a director, officer,

partner, or enployee of an NASD subsidiary or nenber.

Conduct of Meetings

Sec. 5. The chairman of the neeting shall be the Chief

Executive Oficer of the NASD or his or her designee. The date and

time of the opening and closing of the polls for each nmatter upon

whi ch the nmenbers will vote at a neeting shall be announced at the
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nmeeting by the chairnman of the neeting. The Board nay adopt by

resol ution such rules and regul ations for the conduct of the

neeting of nmenbers as it shall deem appropriate. Except to the

extent inconsistent with such rules and regul ati ons as adopted by

the Board, the chairnman of the neeting shall have the right and

authority to prescribe such rules, regul ations, and procedures and

to do all such acts as, in the judgnent of the chairman of the

nmeeting, are appropriate for the proper conduct of the neeting.

Such rules, regul ations, or procedures, whether adopted by the

Board or prescribed by the chairnman of the neeting, may include,

without limtation, the following: (a) the establishnment of an

agenda or order of business for the neeting; (b) rules and

procedures for maintaining order at the neeting and the safety of

those present; (c) limtations on attendance at or participation in

the neeting to nmenbers, their duly authorized and constituted

proxi es, or such other persons as the chairnman of the neeting shal

determne; (d) restrictions on entry to the neeting after the tine

fixed for the commencenent thereof; and (e) limtations on the tine

allotted to questions or comments by participants. Unless and to

the extent determned by the Board or the chairman of the neeting,

neetings of nenbers shall not be required to be held in accordance

with the rules of parlianmentary procedure.




