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Executive Summary

On April 11, 1994, The Nasdag
Stock Market Inc., began operation
of the Fixed Income Pricing Sys-
tems" known as FIPS™ for members
trading high-yield bonds. FIPS was
created to facilitate the over-the-
counter trading of high-yield, corpo-
rate debt securities rated BB+ or
lower by Standard & Poor’s Corpo-
ration. The goasin the creation of
FIPS were similar to those which led
to the creation of The Nasdag Stock
Market™—to increase information
and transparency in the marketplace,
thereby encouraging investment and
growth.

Reporting Transactions (Market
Place Rule 6240A and 6240B)

FIPS securities may be classified into
two categories:

1. Mandatory Bonds consist of the
most active top-tier FIPS securities
(currently totaling 50 bonds).
These bonds must be reported within
five minutes after trade execution.

2. Non-Mandatory Bonds are all
other FIPS securities. Thereare
approximately 1,400 bonds which
must bereported anytime during
thetrading day.

The obligation to report transactions
on FIPS securities depends on the
role of each party inthetrade. In
transactions between:

* A FIPS dedler and aFIPS broker’s
broker—only the broker’s broker
reports the trade

» Two FIPS dedlers—only the sdll-
side dedler reportsthe trade.

* A FIPS participant and non-partici-
pant—only the FIPS participant
reports the trade.

Quotation Obligations

(Market Place Rule 6230)

If you are actively trading in one or
more FIPS mandatory bonds as a
FIPS dealer as described in Market
Place Rule 6230, you may be obli-
gated to enter and maintain firm
guotationsinto the FIPS system.
Thefailure to quote in accordance
with the FIPS rules may result in dis-
ciplinary action.

FIPS participants must continuously
display firm bids/offersin the FIPS
mandatory bondsin which they are
actively trading. Quotations may be
one- or two-sided and must be rea-
sonably related to the prevailing mar-
ket in each bond. Quotes must
reflect aminimum size of 100 bonds
($100,000 par value) and bein incre-
ments of 1/8 of apoint. FIPS dealers
may enter firm quotationsinto FIPS
under their own names or through a
FIPS broker. Quotes entered under a
dedler’'s own name will be identified
as such; all others will bear the name
of the broker with the dedler remain-
ing anonymous.

A FIPS broker must transmit all
quotes received from FIPS dedlersto
the FIPS system for dissemination to
all FIPS participants and to the pub-
lic through market data vendors (via
the Bond Quotation Dissemination
Service (BQDS) datafeed).

Please Note: If you are not actively
trading in a particular FIPS security
and only execute trades to accommo-
date customer orders, you still have
an obligation to report these trades
to the National Association of Secu-
rities Dedlers, Inc. (NASD®).

Common Questions

The following questions may arise
regarding the reporting of FIPS
trades:

Question: If | believethat my firmis
not a FIPS dealer or broker’s broker,
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dol havetoreport atradeina
FIPS security to the NASD?

Answer: Yes, dl transactionsin
FIPS securities must be reported,
subject to limited exceptions. The
reporting guidelines are set forth
according to mandatory or non-
mandatory bond categories. This
would include all firmswho trade
high-yield bonds for their own
(inventory) account and/or who exe-
cute trades on behalf of customers.
Any trade executed by afirmina
FIPS bond must be reported to the
NASD.

Question: What securities are €ligi-
blefor quoting in FIPS?

Answer: FIPS securitiesare OTC
high-yield, fixed-income corporate
debt securities rated BB+ or lower by
Standard & Poor’s Corporation. Itis
also possible that a non-rated issue
may be aFIPS dligible security.

Question: If | am abroker/dedler
who isacorrespondent of aclearing
firm, will my clearing firm report the
trades on my behalf?

Answer: Not necessarily. The obli-
gation to report falls on the shoulders
of the firm that executes the trade,
whether it be for inventory or to
accommodate a customer order.
Most clearing firmswill not assume
the responsibility to report trades
they did not execute on behalf of
their correspondents. It should not
be assumed that the clearing firmis
reporting your tradesin FIPS securi-
ties.
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Question: Asacompliance officer,
do | have a certain responsibility for
all FIPS tradesto be reported?

Answer: Yes, all compliance officers
should be certain that every part of
their firm isreporting FIPS trades.
Many traders assumethat, in anor-
mal course of business, the high-
yield trading desk is reporting all of
the firm’'s FIPS transactions and the
firm's obligationsto therulesare
being fulfilled. Thismay not be
completely accurate. For example,
thereare high grade desksthat
trade crossover bondsand utility
desksthat trade bondsthat are
rated BB+ or lower. These desks
may be located in different areas
and/or different floorsin a particular
firm. Thefirm is obligated to report
all of its FIPS transactions, regard-
less of the desk that trades the bonds.

It isimportant that al Compliance
Officers and Head Traders are aware
of thissituation. We have found
firms of all szeswho have made this
error.

If you have any questions or con-
cernsregarding FIPS, please contact:

Nasdaq

General Questions
Justin Tubiolo
(212) 858-4419

Technology Questions
Jim Schroder
(212) 858-4321

FIPS Service Desk
Cheryl Glowacki
(203) 385-6373

FIPS Subscriber Services
Stacey Galullo
(800) 777-5606

FIPSLiterature
Joanie Rizzo
(212) 858-3975

Market\Watch

TradeWatch

(800) 211-4953

Additional Number, (301) 590-6890

NASD Regulation, Inc.

Regulatory Questions
Stephen Simmes
(301) 590-6451

For your convenience, enclosedisa
portion of the bonds that may be
crossover bonds. Also, pleasefind a
list of utility bondsthat are rated
BB+ or lower by S& P; they must be
reported to the NASD.

Please note that these are partid list-
ings. Inorder to ensure that you are
in compliance with the reporting of
al FIPS bonds, you must review the
entirelist. Theentirelist can be
obtained by calling Joanie Rizzo at
212-858-3975. Many of these bonds
may be traded by other trading desks.

In February 1998, thislist can be
obtained through our FIPS Web Site
located at www.nasdadfips.com. If a
daily e-mail subscription containing
the complete list of FIPS mandatory
and non-mandatory issueswould be
of interest to your firm, please send us
an e-mail at fipsfeedbk@nasd.com.
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Symbol

APSO.GA
ARAG.GC
BORN.GA
BORN.GC
BORN.GD
BORN.GE
BVID.GA
CAWS.GA
CBBS.GA
CBBS.GB
CBBS.GC
CBBS.GD
CCVSGC
CCVS.GD
CCVSGE
CCVS.GF
CCVS.GG
CCVS.GH
CE.GA
CE.GB
CE.GC
CE.GD
CIT.GA
CMCS.GB
CMCS.GC
CMCS.GD
CMCS.GE
CMCS.GF
COT.GA
COT.GC
DEC.GA
DEC.GC
DEC.GD
FBPGA
FUR.GA
FUSA.GA
GNFC.GA
GNSF.GA
HNTC.GA
HNTC.GB
KR.GD
KR.GF
KR.GH
KR.GI
KR.GJ
MBN.GA
MBN.GB
MCU.GA
MCU.GB

FIPS Crossover Bonds

Name

APPLE SOUTH INC
ARA GROUPINC
BORDEN INC
BORDEN INC
BORDEN INC
BORDEN INC

BLOCKBUSTER ENTERTAINMENT CORP

CAI WIRELESS SYSTEMSINC
CBSINC

CBSINC

CBSINC

CBSINC

CONT'L CABLEVISION INC
CONT'L CABLEVISION INC
CONT'L CABLEVISION INC
CONT'L CABLEVISION INC
CONT'L CABLEVISION INC
CONT'L CABLEVISION INC
CALIFORNIA ENERGY INC
CALIFORNIA ENERGY INC
CALENERGY COINC
CALENERGY COINC

CITGO PETROLEUM CORP
COMCAST CORP

COMCAST CORP

COMCAST CORP

COMCAST CORP

COMCAST CORP

COLTEC INDUSTRIESINC
COLTEC INDUSTRIESINC
DIGITAL EQUIP CORP
DIGITAL EQUIP CORP
DIGITAL EQUIP CORP
FIRSTBANK PUERTO RICO
FIRST UN REEQUITY & MTG INVTS
FIRST USA BANK WILMINGTON DEL
GN F CORP

GNS FINANCE CORP
HUNTSMAN CORP
HUNTSMAN CORP

KROGER COMPANY
KROGER COMPANY
KROGER COMPANY
KROGER COMPANY
KROGER CODTD

MBNA CAPITAL |

MBNA CAPITAL |

MAGMA COPPER COMPANY NEW
MAGMA COPPER COMPANY NEW

NASD Notice to Members 98-10

Coupon

9.75
85
8.375
9.25
9.2
7.875
6.625
12.25
7.625
7.75
7.125
8.875
1
8.625
9

85
8.875
95
10.25
9.875
95
7.63
7.875
10.25
10.625
95
9.125
9.375
9.75
9.75
7.125
8.625
7.75
7.625
8.875
7.65
10.625
4812
10.625
1

10
9.875
85
9.25
8.15
8.278
6.518
12
115

Maturity

06/01/06
06/01/03
04/15/16
06/15/19
03/15/21
02/15/23
02/15/98
09/15/02
01/01/02
06/01/99
11/01/23
06/01/22
06/01/07
08/15/03
09/01/08
09/15/01
09/15/05
08/01/13
01/15/04
06/30/03
09/15/06
10/15/07
05/15/06
10/15/01
07/15/12
01/15/08
10/15/06
05/15/05
04/01/00
11/01/99
10/15/02
11/01/12
04/01/23
12/20/05
10/01/03
08/01/03
04/01/03
03/15/94
04/15/01
04/15/04
05/01/99
08/01/02
06/15/03
01/01/05
07/15/06
12/01/26
02/01/26
12/15/01
01/15/02
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Symboal

MCU.GC
MDEPGA
MDFG.GA
MDFG.GB
NAV.GD
NAV.GE
NOE.GA
O1.GC
OlL.Gl
Ol.GJ
ORX.GC
ORX.GE
ORX.GF
ORX.GG
ORX.GH
ORX.Gl
PARA.GC
PARA.GD
PARA.GE
PARA.GF
RIGS.GA
RIGS.GB
SCR.GA
SCR.GB
SCR.GC
SCR.GD
TPLRPGA
TPLPGB
TRIPGA
UAL.GA
UAL.GB
UAL.GC
UAL.GD
UAL.GN
UAL.GO
UPC.GA
VCI.GA
VIA.GA
VIA.GB
VIA.GC
VIA.GD
VICN.GA
VICN.GB
VICN.GC
VICN.GD
VICN.GE
VLIN.GA
VLIN.GC
WHCR.GA
WX.GB
WX.GC
WX.GD

Name

MAGMA COPPER COMPANY NEW
MCDERMOTT

MIDLAND FDG CORP

MIDLAND FDG CORP

NAVISTAR INTL TRANSN CORP
NAVISTAR INTL TRANSN CORP
NORTH ATLANTIC ENERGY CORP
OWENS-ILL INC

OWENS-ILL INC

OWENS-ILL INC

ORYX ENERGY COMPANY

ORYX ENERGY COMPANY

ORYX ENERGY COMPANY

ORYX ENERGY COMAPNY

ORYX ENERGY COMPANY

ORYX ENERGY COMPANY
PARAMOUNT COMMUNICATIONSINC
PARAMOUNT COMMUNICATIONSINC
PARAMOUNT COMMUNICATIONSINC
PARAMOUNT COMMUNICATIONSINC
RIGGS NATL CORPWASHINGTON DC
RIGGS NATL CORPWASHINGTON DC
SEA CONTAINERSLTD

SEA CONTAINERSLTD

SEA CONTAINERSLTD

SEA CONTAINERSLTD

TANGER PROPERTIES LP

TANGER PROPERTIES LP

TRIANGLE PACIFIC CORP DEL
UNITED AIR LINESINC

UNITED AIR LINESINC

UNITED AIR LINESINC

UNITED AIR LINESINC

UNITED AIR LINESINC

UNITED AIR LINESINC

UNION PLANTERS CAPITAL TRUST
VALASSIS COMMUNICATIONSINC
VIACOM INC

VIACOM INC

VIACOM INC

VIACOM INC

VIACOM INT'L INC

VIACOM INT'L INC

VIACOM INT'L INC

VIACOM INT'L INC

VIACOM INT'L INC
VALASSISINSERTSINC
VALASSISINSERTSINC
WESTINGHOUSE CREDIT CORP
WESTINGHOUSE ELECTRIC CORP
WESTINGHOUSE ELECTRIC CORP
WESTINGHOUSE ELECTRIC CORP
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Coupon

8.7
9.375
10.33
10.33
6.25
9
9.05
11
7.85
8.1
10

10
9.5

8
8.125
8.375
75
8.25
5.875
7.5
9.65
85
125
9.5
125
105
8.75
7.875
105
10.25
9.75

9.125
10.67
1121
8.2
9.55

7.75
6.75
7.625
10.25
9.125
8.75

8.875
9.375
8.875
8.875
8.375
8.625

Maturity

05/15/05
03/15/02
07/23/02
07/23/02
03/01/98
06/15/04
06/01/02
12/01/03
05/15/04
05/15/07
04/01/01
06/15/99
11/01/99
10/15/03
10/15/05
07/15/04
01/15/02
08/01/22
07/15/00
07/15/23
06/15/09
02/01/06
12/01/04
07/01/03
12/01/04
07/01/03
03/11/01
10/24/04
08/01/03
07/15/21
08/15/21
12/15/03
01/15/12
05/01/04
05/01/14
12/15/26
12/01/03
07/07/06
06/01/05
01/15/03
01/15/16
09/15/01
08/15/99
05/15/01
07/01/03
07/01/03
03/15/99
03/15/99
06/14/14
06/01/01
06/15/02
08/01/12
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Symbol Name Coupon Maturity
WX.GE WESTINGHOUSE ELECTRIC CORP 6.875 09/01/03
WX.GF WESTINGHOUSE ELECTRIC CORP 7.875 09/01/23

FIPS Utility Bonds

Symboal Name Coupon Maturity
CNLPGA CONN L&PCO 6.5 01/01/98
CNLPGB CONN L&PCO 7.25 07/01/99
CNLPGC CONN L&PCO 7.375 12/01/25
CNLPGD CONN L&PCO 5.75 07/01/00
CNLPGE CONN L&PCO 75 07/01/23
CNLPGF CONN L&PCO 55 02/01/99
CNLPGG CONN L&PCO 6.125 02/01/04
CNLPGH CONN L&PCO 85 06/01/24
CNLPGI CONN L&PCO 7.875 06/01/01
CTRPGB CENTRAL MAINE POWER COMPANY 85 09/15/01
CTRGC CENTRAL MAINE POWER COMPANY 7.375 01/01/99
CTRPGD CENTRAL MAINE POWER COMPANY 7.05 03/01/08
CTRPGE CENTRAL MAINE POWER COMPANY 7.875 06/01/23
CTRPGF CENTRAL MAINE POWER COMPANY 6.25 11/01/98
CVXPGA CLEVELAND ELECILLUM CO 8.75 11/15/05
CVXPGC CLEVELAND ELECILLUM CO 8.375 12/01/11
CVXPGD CLEVELAND ELECILLUM CO 8.375 08/01/12
CVXPGG CLEVELAND ELECILLUM CO 7.625 08/01/02
CVXPGH CLEVELAND ELECILLUM CO 9 07/01/23
CVXPGI CLEVELAND ELECILLUM CO 7.375 06/01/03
CVXPGK CLEVELAND ELECILLUM CO 9.5 05/15/05
CYAPGA CONN YANKEE ATOMIC PWR CO 12 06/01/00
EE.GA EL PASO ELECTRIC COMPANY 7.25 02/01/99
EE.GB EL PASO ELECTRIC COMPANY 7.75 05/01/01
EE.GC EL PASO ELECTRIC COMPANY 8.25 02/01/03
EE.GD EL PASO ELECTRIC COMPANY 8.9 02/01/06
EE.GE EL PASO ELECTRIC COMPANY 94 05/01/11
GSTS.GA GULF STSUTILSCO 9.72 07/01/98
LIL.GE LONG ISLAND LTG COMPANY 7.3 07/15/99
LIL.GF LONG ISLAND LTG COMPANY 8.9 07/15/19
LIL.GG LONG ISLAND LTG COMPANY 9 11/01/22
LIL.GH LONG ISLAND LTG COMPANY 7.3 01/15/00
LIL.GI LONG ISLAND LTG COMPANY 75 03/01/07
LIL.GJ LONG ISLAND LTG COMPANY 7 03/01/04
LIL.GK LONG ISLAND LTG COMPANY 7.05 03/15/03
LIL.GL LONG ISLAND LTG COMPANY 8.2 03/15/23
LIL.GM LONG ISLAND LTG COMPANY 7.125 06/01/05
LIL.GN LONG ISLAND LTG COMPANY 6.25 07/15/01
NMK.GC NIAGARA MOHAWK POWER CORP 6.5 08/01/98
NMK.GD NIAGARA MOHAWK POWER CORP 9.25 10/01/01
NMK.GE NIAGARA MOHAWK POWER CORP 9.5 06/01/00
NMK.GF NIAGARA MOHAWK POWER CORP 9.75 11/01/05
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Symboal

NMK.GG
NMK.GH
NMK_.GI
NMK.GJ
NMK.GK
NMK.GL
NMK.GM
NMK.GN
NMK.GO
NMK.GP
NMK.GQ
NU.GA
PNH.GB
PNM.GB
PNM.GC
PNM.GD
PNM.GE
PNM.GF
PNM.GG
PPPC.GA
PPPC.GB
PPPC.GC
PPPC.GD
PPPC.GE
TEDPGB
TEDPGC
TEDPGD
TEDPGE
TEDPGF
TEPGA
TEPGB
TEPGC
TEPGD
TEPGE
TEXN.GA
TEXN.GB
TEXN.GC
TEXN.GD
TEXN.GE
TEXN.GG
WMAS.GA
WMAS.GB
WMAS.GC
WMAS.GD
WMAS.GE
WMAS.GF

Name

NIAGARA MOHAWK POWER CORP
NIAGARA MOHAWK POWER CORP
NIAGARA MOHAWK POWER CORP
NIAGARA MOHAWK POWER CORP
NIAGARA MOHAWK POWER CORP
NIAGARA MOHAWK POWER CORP
NIAGARA MOHAWK POWER CORP
NIAGARA MOHAWK POWER CORP
NIAGARA MOHAWK POWER CORP
NIAGARA MOHAWK POWER CORP
NIAGARA MOHAWK POWER CORP
NORTHEAST UTILITIES

PUBLIC SERVICE COMPANY N H

PUBLIC SERVICE COMPANY N.MEX
PUBLIC SERVICE COMPANY N.MEX
PUBLIC SERVICE COMPANY N.MEX
PUBLIC SERVICE COMPANY N.MEX
PUBLIC SERVICE COMPANY N.MEX
PUBLIC SERVICE COMPANY N.MEX
PENNA PWR CO

PENNA PWR CO

PENNA PWR CO

PENNA PWR CO

PENNA PWR CO

TOLEDO EDISON COMPANY

TOLEDO EDISON COMPANY

TOLEDO EDISON COMPANY

TOLEDO EDISON COMPANY

TOLEDO EDISON COMPANY

TUCSON ELECTRIC POWER COMPANY
TUCSON ELECTRIC POWER COMPANY
TUCSON ELECTRIC POWER COMPANY
TUCSON ELECTRIC POWER COMPANY
TUCSON ELECTRIC POWER COMPANY
TEXASNEW MEXICO POWER COMPANY
TEXASNEW MEXICO POWER COMPANY
TEXASNEW MEXICO POWER COMPANY
TEXASNEW MEXICO POWER COMPANY
TEXASNEW MEXICO POWER COMPANY
TEXASNEW MEXICO POWER COMPANY
WEST'N MASSELECTRIC CO

WEST'N MASSELECTRIC CO

WEST'N MASSELECTRIC CO

WEST'N MASSELECTRIC CO

WEST'N MASSELECTRIC CO

WEST'N MASSELECTRIC CO

© 1998, National Association of Securities Dealers, Inc. (NASD). All rights reserved.
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Coupon

9.5
8.75
8

85
7.375
6.875
6.625
7.875
5.875
6.875
7.75
8.58
9.17
7.25
8.125
75
9.125
8.125
9

85
7.5
6.625
7.625
6.375
75

8
7.25
7.875
8.7
85
8.125
7.55
7.65
85
8.7
9.625
10
9.25
125
10.75
6.75
7.75
6.875
6.25
7.75
7.375

Maturity

03/01/21
04/01/22
06/01/04
07/01/23
08/01/03
04/01/03
07/01/05
04/01/24
09/01/02
03/01/01
05/15/06
12/01/06
05/15/98
04/01/99
09/15/01
06/15/02
03/15/05
06/15/07
05/01/08
07/15/22
08/01/03
07/01/04
07/01/23
09/01/04
08/01/02
11/01/03
08/01/99
08/01/04
09/01/02
11/01/99
09/01/01
03/01/02
05/01/03
10/01/09
09/01/06
07/01/19
07/01/17
09/15/00
01/15/99
09/15/03
03/01/98
12/01/02
01/01/00
03/01/99
03/01/24
07/01/01
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