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CERTIFICATE OF INCORPORATION 

OF 

NATIONAL ASSOCIATION OF SECURITIES DEALERS, INC. 

First. rl'hc lIame or the CO l'poTnlioll i~ Natiolln l Association of 
Securities DenIers, Inc. 

Second. 118 principlIl office ill the Slate of Dcltlwarc is located 
n :' No. 100 'Vest 10th Street, in the City of \Vilmington, Count y 
of New Cnstle. The name and address of its resident. agent is t he 
Corporation Trust Company, No. 100 'Vest 10th Street, \Vilming. 
lOll, Delaware. 

Third. The nature of t he business or objects or purposes to be 
transacted, promoted 01' carried on arc: 

(1) To promote through cooperative effort the in vest.ment bank· 
illg and securities business, to standardize its principles and prac· 
t.ices, to promote therein high standards of commercial honor, and 
to encourage and promote among members observance of Federal 
aild State securities laws; 

(2) To provide a medium through which its membership may 
be enabled to confer, consult, and cooperate with governmental and 
other agencies in the solution of problems affect.ing inn'stors, the 
public, and the investment banking and securities business i 

(3) To adopt, administer and' enforce rules of fail' practice and 
rules to prevent fraudulent and manipulative acts and pract ices, 
and in general to promote just and equitable principles of trade for 
t he protection of investors; 

(4) To promote self-discipline among members, and to inv('st i· 
gate and adjust grievances between the public and members .and 
between members i 

(5 ) To est.ablish , find to register with the Secnrili f'S ann Ex­
change Commission as, a national securities associati on pursuant 
to Section 15A of the Securities Exchange Act of 1934, as amended, 
and thereby to provide a medium for effectuating the purposes of 
said section i 
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( 6) To t r<lnsncl IHl s incss and to p1l1'('h:J ~c, hold OW" 1
0

, 

t , •. :.lS{, 
mortgage, ~t' lI alld cOllvey tlny alld all proper ty, real and personal ' 
n ecessary, cO n n lli CIIL, 01' u se ful fo\ ' lh e Plll'POS('S of the COI']}OI'U: 
t ion ill lilly piHt of the United States of L\lI1 crica; 

(7 ) 111 ge ll e ral , 10 (,tlI'I'Y 011 nny o lll e l' opel'a1.iull O)' bu siness ill 
COllllcctioll witll the foregoing and to ha\"o nnd exercise all the 
pow ers CO l lr('net l by th e Inws of Dclnwctl'C upon cOl'porations 
fo rm ed I lIld ('1' l it e net hCl'einafter rcfcn ed 10, and to d o uny and 
all or lh c thill g s hCl'cin bcfo l'c set fo rth t.o th e same extent as 
\\;IllInd pC'l'SOIl S llli i! h t. 0\' co \dd do. 

Th e objl'cls and purposes s pec ified ill the fOl'ego ing' claUi)('s shall , 
eXt'e ll t where olJ lc l'wisc cspl'cs:-;ed , UC ill nowise lilllitcd 01' 1'C­
~ ll'j 4'I ('d by 1' (' 1'1' 1'(' 11 (;(' 10,01' iH f'CJ'(' lI cc fr om , lit e terllls of Bny othcr 
cl au!-Oc ill t his cC 1' 1 ifi c:a lc of in l'o rpor'll iOIl , bllt thc ohjec ls nlld PUI'­
poses s pecified ill (, ~I ch of thc forcgoillg Cl,III SCS o j' thi s articlc slll1l1 
lie J'('gu l'd ec! as iml <'pcnd Cll t oiJj ects anu purposes. 

Fourth, ' I ' hi ~ 'o l'por:l ! j a il ~ 11ll1l bc n membel'ship corporatiOll 
Hllci sJ1iI11 ha \'c 11 0 c:Jpilal stock. The COI'pol'fttioll is 1I0t organized 
IllJd shall 11 01 be cOllullt'lct! for profit, and no 1)<11't of it s Het reve­
tlU c~ 0 1' Cill'llill g'S ::; iwlJ inure 10 th e bencfit of flny intlividllul, sub­
S l! l' i\;CI', cOlltl ' jhu tur, 0 1' rncmbe l', 

Th e co rld il iOIl Ioi, method of ndmi ss ioll , qUCllific.ltiolls nlld classifica-
1 io w., of Jn ClIlhcl'sJdp, th e Ji lllilations, I'i gh t.s, powers and duti es of 
III ClllhC'l's , 1 ht~ dll CS , <l S:-'C!)S II Jellls, nnd eon!ribul iO ll s of members, the 
me l hod oj' ex puls ion J'ro ln anel lel'lIliliutioll of membership, limit­
at ioll s upon 0 1' q ualifications of voting' power, and nil othe r mat­
te I' s per tai n ing t.o the membcrship and the conduct., management 
alld con trol ot: th e husill ess, pl'operty and atfairs oj' the Corporation 
sha ll be as p l'o \' i d ~d f)'om t ime to time ill thc by -laws of thc COl'· 
p01'al iOIl. 

Fifth, Tlt f' II <lU\{'5 a lll i pla ces of 1'(~ 5 id enee of each of the in eor­
POl'utl) :'S :1 1'1' a s I'ulluws: 

1'all ll' 
Alfrcd .l en ·is 
U. !':5. I!I 'Cl hIJh,,, 
\\7. '1'. Il obson 

n es idC'II CO 
\Vilmin g-toll, D el. 
\VilHiingt oll , Del. 
\Viimillgtoll , D el. 

Sixth, The CO l'pol'tl t ioll shall have perpetual existence. 

Seventh. Th e pl'inltc propcrt y of the members shall n01, be suL­
i cc l to the pay ment of CO I'POl'fltc dehts to :111)' extent ",1Ial e\'('I', 

-

e . e . 
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Eighth. Th e t..:m'pol·alioll shu ll be mnlla:red by a Board of 
Governors of sueh Humber ulld having such quulificatiolls, power!i 
and duties as shall be provided from tillle to time in the by-laws ot' 
the Corporation. 'rhe Hoard of Governors shall be the govel'lI­
illg bouy of the CO l'pol'atioll , Th e by-Iaw's may also provide fol' 
such llssistnllls to them, alld such officers, agents finu employees 
us moy be deemed lIeeessary to adminisl er the affairs of the COI'­
poratiolJ. 

The Board of Governors sholl be nominated from among the 
memb el's of the Corporation and elec ted ill such manner as shall 
he set forth ill the by-laws, 

1" fUl'l.li e)'llllce 1,llItI 1I 0 t ill limitation of the powers granted by 
s ta t ute , the lloaJ'd of OOVCI'1I01'N is ex pJ'cssly authorized unl ess the 
hy. laws otherwise provide : 

'1'0 make, aller 01' rcpc:11 the by-laws of the Corporation; 
To authorize and CUUSe to be executed mortgages and liem; upon 

the I'cal aud personal property of the Corporation j 
13y J'csolution 01' resolu tions, passed by n majority of the Board 

of Governors, to uesiguatc one 01' more standing committees, cach 
committee to consist of such membership and to have sueh POWCt·s 

and duties and have such name 01' llames as may be provided in 
the by-laws OJ' the resolution or r esolutions. The by-laws may 
provide for an executive committee and for such other committees 
as may be from time to time deemed advisable and such committees 
shall be appointed 01' elected in such manner and shall have such 
membcl'ship powers and duties as shall be from time to time pro­
vided by r esolution of the Board of Governors or in the by-laws of 
t he Corporation. 

The Corporation may, in its by-laws, confer powers upon its 
Board of GoVel'llOrS in aduition to the foregoing and in addition to 
the powers aud authorities expressly conferred upon them by 111 t:, 
statute, 

Ninth. Bot h m<>mbel's and the Board of Governors shall have 
power, if the by-laws so provide, to hold their meetings and to 
have one or more ofllces within 01' without the State of Delawarr 
and to keep the books of the Corporation (subject to the pro­
vis ions of the statutes ), outside the State of Delawarc at such 
places as lllay be from time to time designated by the Board of 
Governors. 

Tenth. Th e Corpol'ation rC'sel'VCS the right to amend, alter, 
C'ilange, or repeal any provision contained in this certificate of in-
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corporation, in tile mAnn er now 01' hereafter prescribed by statnte, 
and ,\11 rig hts cunferred IIpOll llI cmucl's herein al'e grnnt.cd subject 
to this r esel'vation. 

\V c, The Undersigned, being cHeh of the original incorporators 
hCl'ciHbcCol'c llHlIl cd \'01' the purpose of forllling a corporation to 
operate LOlh wi t hin and without the State of Delaware, and in 
pursuan ce oj' the GCHeral Corporat ion Law of the State of Dela­
ware, twill!; Chupt cl' G5 of. the Hcvised Cod e or Delnware, and tll(' 
II('IS nmclHJatOI'Y thereof .uul supplemental thereto, do make and 
fil e lhis certificat e, hereby declaring and certifying thaI. the fu('ls 
lH.! n ' ill stated al'e 11'1Ie, alllI HC!col'dingl y have hereunto set Ollr 
Ilfl nd s ilnJ sra \s this fil' St day of September, H)3G. 

III t h e Pl'CSCll ee 0[' 

II E1WI.;nT P.. IJATTEH. 

ALFRED JERVIS 

C. S. PEAUULES 

W. T. HonSON 

(SEAL) 
(SEAL) 
(SEAL) 

Incorporators. 

• 

•. ) ., 

BY-LAWS 

OF 

NATIONAL ASSOCIATION OF SECURITIES DEALERS, INC. 

ARTICLE I 

Membership 

Section 1. Any broker 01' dealer authorized to transact and 
whose regular coul'se of busincs-; consists in actually transacting 
any branch of the investment banking or securities business in the 
United States, under the laws of any State and/or the laws of the 
United States, shall be eligible to membership in the Corporation, 
except such brokers or dealers as are excluded pursuant to Section 
2 of this Article. 

Section 2. No broker or dealer, except with the approval or at 
the direction of the Securities and Exchange Commission (here­
inafter referred to as the Commission), in cases in which the Com­
mission finds it appropriate in the public interest so to approve 
or direct pursuant to Section 15.A(b ) (4) of the Securities Ex­
change Act of 1!)3-l , as amellded, (hcreinafter referred to as the 
Act), shall be admitted to or continued in membership ill the Cor­
poration if (1) such broker or dealer, whether prior or subsequent 
to becoming such, or (2) any partner, officer, director, or branch 
manager of such broker or dealer (or any person occupying a 
similar status or performing similar functions), or any person 
directly or indirectly controlling Or controlled by such broker or 
dealer, whether prior or subsequent to becoming such, (A) has been 
and is suspended or expelled from a securities association 
(whether national or affiliated) registered pursuant to Section 15A 
of the Act, or from a national securities exchange, registered pur­
suant to Section 6 of the Act, for violation of any rule of such 
association or exchange which prohibits any act or transaction 
constituting conduct inconsistent with just and equitable prin­
ciples of trade, or requires any act the omission of which con­
stitutes conduct inconsistent with just and equitable principles of 
trade, or (B) 'is subject to an order of the Commission denying 
or revoking his registration pursuant to Section 15 of the Act, or 
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ex pelling' 0 1' suspending him from memhership in n l'Cgifoilcl'cd 
~ec llri l i cs a~:-,oc inlioll or a lJat ional secur ities cxchuugc, 01' (C) by 
his conduc1 whi le cllIploycd by, act.i ng for, 01' dil'cc lly 0 1' indirectly 
cUllt ro lli ng 01' cont rolled by, a broker 01' dClllc l', was n cU use of uny 
suspt'Hsion , ex pul sion, or order of the character described in 
Cllll1SCS ( A ) OJ' (B ), which is in effect with r espect to such broker 
01' den ie r. 

SectioJl 3. 'Wh ell wied in t hese by-laws, \11l1 css the context other­
wise l'cq uil'es: 

( a ) The l el'lIl "brokeI' ll lIl Cilll S allY indiv idual , COl'pol'lllioll , 
l' ilrl)1(·,'s l1ip. ;l s~('ci;] l i tJll J ,j Uillt slock CO HIll/Ill)', bu si ness fru st , unin­
c.:Ol"pol'<L lcti urga ni zation 01' othe l' legal entity ell gaged in th e bus i­
II L'SS oj' t'fr ee ling' l rall snclio liS ill securities for the accoullt of others, 
bUL dOt,S 1I0t ill cl ud e a bank, 

( b ) The tel'llI "dealer " means any individual , cor poration, 
I ll lrtJl(,I'~ ll ip , associll tioll, joiut stock company, buslllcss trust, ullin­
cor pora I ed organizat.ion 0 1' oLher legal ent ity engaged in the busi­
Il C:o.S of bU,"ill;! ,m d ~t' l lill :; sccuri t ies for his own (leeount throu O'h , ~ 

a brokel' or oLhcrwisc, but docs not include a bank, 0 1' any person 
ill sol'u l' as he buys 0 1' s('lIs securities for h is own aecount either in. 
d i\' idunlly 01' ill some fiducia ry ca pacity, but not as n' part of a 
1'(,:;1 11111' busil tcss, 

« ' ) Ti lt' t (' t'lll " illycsl mellt b<lnking 0 1' securities business" means 
111(' bus iJlcSS, cfl l'l'icd OIl by a hrol,er 0 1' dealer, of undcrwriting 01' 

d istri hut i1t:; iSSlJ('S of secul'il ies, or of purchasing securit ies and 
ull'crillg the f-ill ti C fo r sale as a dea ler thcrein, or of purchasing and 
:-' L' l1illg' ~cl! lIl' itics UpOll thc order and fol' thc account of others· 
prov ided) hO\\,(' \lC1') th at t he term" investment banking Or se cUI'i~ 
t ics bus i l H'~'" l sltal l ]jot include transactions on regularly organized 
l'xchollgcs, lntl ~ueh tcrm shall include all business relating to such 
trall sact ions to the extent that such busincS!i is not conducted bv 
a IlIel1l1>('1' or H lt'h exch ange, 0 1' by any p e r so n 01' organizat ion ha~. 
ing tiJ(' I' l'ivi l{'gc of a ny such exchallge fO J" itself 01' any of its part­
l!C t'S 01' t' x('c lILi\'c ofTicCl'S, 

(d ) .The trl' /tl "membcr " means either any bl'01{er 01' dealer ad. 
tllittccl to mCluhel'ship in the Corporation 01' any officer Or partner 
of stH'h a mcmlJ(, I' or, as providel} in Section 5 of this Ar ticle, the 
cxe,·uti\"c I'cpl'c~cnt<l ti't"c of such a membcr 01' the substitute for 
:-> ut:h a ]"r prcscll tat ive, 

Scf'lioll 4, ( ;1) Applicat ion fol' llI C'mbel'ship in Uie Corporation, 
p,'o pl'/'I,\' sigll rd hy the applicant, shall be made to the Board of 

•• 
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Governors, on the form to be prcscribed by the Board, I.lIld shall 
contain: 

(1) An acceptance of and an ag rcement to abide by, comply 
with , and ndhcre to, all the provis ions, conditions, and cove· 
nants of the cel'tificate of incorporation, t he by- laws, the rules 
nnll regulations of the Corporation li S they arc 0 1' Hilly from 
timc to time he flllopteLl , ehungeil 0 1' amendcd, and a ll rulings, 
oniel's, directions and decisiolls of, and pcmllties imposed by, 
the Board of GOV(,I'IlOI'S 0 1' IIny duly Hutilol' ized com mittee j 

pl·ovided however, that su ch an ag l'e ( ~ men t shall 1I0t be con­
stl"llCd as a waiver by the applicant of any l'ight to appeal as 
provided in t hc Act; 

(2) An agreement to p:lY sHch ducs, assessments, and other 
chnrg-cs in the manner and amoun t. as s hall from t ime to time 
be fixed by the Board of Governors pllrS1Iant to t hc~e by· laws; 

(3) All agreement that ncither the Corpora tion , nor any 
officer or empl oyee therf"ot', nor any mcmber of the Board of 
Govcrnors or of rl ny District Ol' other Committee, shull be liable, 
except for wilful m<1Jl'easallee, to the applicant 0 1" to nny mem­
ber of the Corporation or to any ot her person, for any action 
taken by such officer or member of the Boanl of Governors 0 1' 

of any District or other Comm ittee ill his official capacity, or 
by any employee of the Corporation while actin:; within the 
scopc of his employment or ullde r inst ruction of any officer, 
board, 01' committee of the Corporation, in cOJlnection with t.he 
administration or enforceml' llt of any of the provisions of lhc 
by-laws, any of the rules and I'egulatio lls as they are or may 
rrom t ime to time be adopted, changed or HlnendeLl, or allY rul­
ing, order, direct ion , decision of, 01' penult y imposed by, the 
Board of GOVCl"llOrS or any duly a uthol'ized committee, 

(4) Such other reasonable information with respect to the 
applicant as the Board of Governors may require, 

(b ) Any application reeeived by the Board of Governors shall 
be referred to the District Committee of the dist rict in which the 
applicant has his principal place of business, and if a majority of 
the members of such District Committee are satisficd that the appli­
cant is qualified for membership pursuant to the provisions of th is 
Art icle, it shall appro\'c the applicant's admission to membership 
alld promptly notify the Secretary of the Corporatioll. 

(c ) If n majority of the member:s of such District Committee 
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arc not satisfied that the applicant is qualified fOI" membership 
under any provision of this Article, the applicant shnll, as promptly 
as pos.'iib lc, be notified of and be given nn opportunity to be heard 
upon the specific grounds of disqualification which are under can· 
sideration. 1£ a heal'ill l; is lull1, n record sllull be kept, and if n mn. 
jority of the members of such District Committee, nfter hearing', 
determine lIlst the applicant is 110t qualified for membership, they 
shall make 8 recommendation accordingly, setting forth the specific 
grounds upon which such recommendation is based, and shall 
forI hwit.h forward such recommendation and the record to the 
EO/uod of Governors. 

(el) If the Board of Governors, after appropriate notiee and 
opportu nity for hearing, and upon cOllsiderat ion of the reCOllllllCIl­
(Intion Dud record of the District Committee and such other evi­
dcnce liS it mny dcvclop, detcrmincs that the applicant is not quali­
fied for mcmbership, it sh811 rcnder a writtcn dCclsion disnpproving 
his admission to lllCmbcl'ship, and s}mll sct forth therein the specific 
g rounds upon which such disapproval is bascd i otherwise, the 
tioard of Governors shall approve t.he applicant 's admission to 
membership. The Board of Governors shall promptly notify the 
Dist.rict Committec of uny action taken, and the District Committee 
ill turn shaH promptly notify the applicant. 

(c) Any applicant for membcrship in the Corporation whose ap­
plication is disapproved by the Board of Governors as hereinabove 
proyided may make application for review of such action to the 
COlllmission in accordance with the provisions of Section I5A 
of the Act. 

(f) Evcry applicant whose admission to membership is approved 
hy <Illy District Conllnitl ee or the Board of Governors shaH sign 
I he by-Iuws of the Corporation, provided that the signature of any 
such applicallt lllay be affixed to an instrument incorporating by · 
laws by refercncc, <Iud upon paying the dues, assessments and other 
charges pro\'idcd fol', shall become a member of the Corporation. 

Section 5. Each member shall appoint and certify to the Secre­
Ulry of the Corpol'ation an "execut ive represcnlative" who shall 
represent, yote and act for the member in all the affairs of the 
CorporatioJl, except that other executives of a member may hold 
office ill the Corporatioll, serve on the Board of Govcrnors or Com­
ll1ill ees of the Corporatioll , or otherwise take part in the affairs of 
1he CorporRt ion. A member may change its eXf'culive representa­
I in! at. will IIpOll givillg writtcJI not ice thereof to the Secretary, 
or may, whell nccessa ry, appoillt by writtell Hotice to the Secre-

., 
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tnry, a substitute for its executive representative. All executive 
representative of a member or a substitute shull preferably bc an 
executive officer of the member, if a corporation, a partner in case 
of n partnership, and the member himself H an individual, but he 
may be an employee of the mcmber, if given authority to net for thc 
member in the course of the Corporation's activitics. 

Section 6. 'l'he Sccretary of the Corporation shall keep a cur~ 
rcntly Ilccuratc and complete mcmber8hip roll, containing the 
name and address of each member and the name and address of the 
executive representative of each membcr. III any case where n mem­
hership has been terminated, such fact shull be recorded, together 
wi th the date on which the membership ceased. '1'he mcmbership 
roll of the Corporation shall at aU times be available to all mem­
bf' rs of the Corporation, to all governmental authorities, and to 
the general public. 

Section 7. Resignations of members must be in writing and 
addressed to the Board of Governors, which shall immediately 
Hot ify the appropriate District Committce. ./Io.ny member may re­
s ign from the Corporation at any t ime. Such resignation shall Hot 
take effect until fHte~n days after receipt thereof by the Boanl of 
Uovel'l1ors and until all indebtedness due the Corporation from 
such member shall have beeD paid in full and so long as any com­
plaint or action is pending against the member. The Board of 
Governors, however, may in its discretion declare a resignation ef­
fective at any time. 

Section 8. No member of the Corporat ion may transfer his 
membership or any right arising therefrom; except that the COIl­

sol idation, merger, change of name, or reo rganization of any cor­
poration whieh is a member of the Corporation, or any change in 
the name or membership of a partnership which is a mcmber of 
t he Corporation, shall not be deemed to constitute a transfer , ex~ 
cept as otherwise herein provided. AU rights of a member in the 
Corporation or in its property shall cease upon the termination of 
his membership. In the case of fln individual member, his rueIJ.lbcr­
ship shall forthwith cease upon his death. In the case of the liqui­
dation or wiJl(ling up of a corporation or partnership whieh is a 
member of the Corporation, its membership shall forthwith cease 
unless the Board of Governors consents to an extension of such 
lUf>mbership to a successor organization. The membcrship of any 
partnership shall not terminate by reason of the death or with­
drawal of any partner, the addition of any new partner, or any 
('hange of name j provided, however, that the new partnership 
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form ed thereby shnll continue in the investment banking or securi­
ties business and shall possess the qualifications required for mem­
bership in the Corporation. The consolidn t ion or I'corgunizntion 
0 1' merger or change of uame of any corporate memuer shall 11 0 l 

tc rminate the membership of such corporate member i provid ed , 
however, 1.h:1t the new corporat ion fanned t.hereby shall continue in 
1 he investment ball king or securi t ies business and shall possess 
11]c flualifl cat iolls r cqnil'cd for membership in the Corporation. The 
Board of G OY CI'IlOl'S, however, shall have the right to require any 
slI eeessor fh-m or firms, whether corporat ions or partnerships, t o 
~ i ~ 1l or execut e the by-l aws, 0 1' otherwise confirm their member­
ship in th c COl'pomtion , pursuan t to such rules aJld rcgulations as 
it lllay from timc to time prescribe, 

Secl ion .9. ' Vit.hdl'fiwal from the investment banking or sceUl'i-
1 it's bus ill l"SS for allY CHll se shnll te rmina tc t.lt e membership of any 
111cmbo1'. Such tcrmination of membership, howevel', shall not take 
rlred ulltil fiff('en days after the da tc of sneh wit.hdruwrtl .and until 
all indeut edncss du e the Corpora t ion from sucll member shall have 
U('(' l1 paid in full HllCl so IOll g ns allY complaint 0 1' Hcl iOIl is pending 
Hgainst t he member. Th e Board of Governors, however, may de­
da re such termiuat ion effective at any time. 

Section 10. Eaeh branch offk'e of a member of the Corporation 
shall r egister with, and be listed upon the membership roll of, thc 
Corpora t ion, and sball pay such dues, assessments and other 
char ges as shall be fixed from time to time by the Board of 
Governors pursuant to Article III hereof. 

Scct1:0-n 11. A r egistcred branch office of a member of the Cor­
pOl'a tion shall entitle such membcr to one vote on all matters per· 
taining solcly t.o t.he district in which such r egistered branch office 
is located (including the election of members to the Board of 
Goycl'uors from such district ) ; provided, however, that jf any 
member of the Corporat ion shall have more than Olle registered 
bra nch office in a district, Or its principal office and one or morc 
registcred bran ch offices in a district, such member shall be CIl­

I it Jed t o on ly one yote ill such district. 
Sed ion 12. The term "braJleh office " as used in Section 10 

of this Article, is d efined to be an office ,,,,hich is located in th e 
Unit('d States but in some city other than that in which the mem­
bp I' has its principal place of busincss, which occupies quartel's 
entire ly se parate f rom, and no t j oin t ly with, an otYice conducting 
,\In' othcl' business, which is owned or controlled by the member, 
w';i (·h dops a busin css substantially similar to that of the member, 
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and which is managed by a resident executive or partner oI the 
Jll cmbcl'. Th e I.cl'm '!bl'fl.lIch oiliee," fiS used in Section 10 of this 
Article, shall abo include a corporate subsidiary of a member whieh 
is located ill t he Cnited S tatcs, but has its principal place of busi­
ness in some city other than that in which the parent member: has 
its principal plaee of business, whi ch occu pies quarters e~til'ely 
separate from, and not jointly with, an office conducting any other . 
business, which ifi owned or controlled by the member, and wh~ch 
docs a busin ess substant.ially similar to that of the mcmber. 

Section 13. A Dist rict COlllmi ttee may classify any branch or 
corporate subsidiary of a member not meeting the requirements of 
Section 12 of this Art icle as a " branch office " if such Committee if? , 
satisfi ed that the requirements of Sect ion ]2 of this Art icle are sub­
stuntinlly met, and that the business of said branch or subsidiary 
in the district is of s ufficient importance to justify such a classifica­
tion. 

ARTICLE 11 

A/Jiliates 

Section 1. Any association of brokers 01' dealers, registered with 
the Commission as an affiliated securities associatjon under the pro­
visions of Section 15A of the Act, may become an affiliate ~f the 
Corporation as hereinafter provided in this Article. 

Section 2. Applicat ion for admission as an affiliate shall be 
made to the Board of Governors in writing, in such form as the 
Board of Governors may prescribe, and shall contain a certified . 
copy of the application to the Commission for registration as an 
affiliated securities association, a certified copy of the order of the 
Commission granting such r egistration, and such other reasonable 
informatioll .as the Board of Governors may require, 

Section 3. No applicant may become an affiliate of the Corpora­
tion unless it agrees: 

(a ) '1'hat it will classify its members, for purposes of levying 
dues and assessment s, Oil the snme bas is as that applicable to mem4 
bel'S of the Corporation and that the amount of dues 01' assess­
ments ·payable by each of its members for any given period, based 
on such classification, shall not be lower than that payable by a 
member of the Corporation in the same class for the comparable 
period; provided. howeycr, that if by reason of the special typc 
of business conducted by members of an applicant, the foregoing 
agreement is imp('acticftbl e or a ppli cation to such applicant, such 
applicant shall agree that it will fix and levy dues or assessments 
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payable by it s members all some other bnsis, to be agreed upon by 
the applicfl nt and the Board of Governors of the Corporation, 
which shall he fuil' and equitable in view of the dues and fiSSC8.'1-

mculs pnynblc by members of the Corporation. 
(b) Thnt it will pay thc Corporntion nnnually, in the form of 

dues or otherwise, for services to be rendered by the Corporation 
to the nppiicHnt, the amount to be agreed upon by the applicant 
nnd the l3onl'lI of GoverTlors of the Corporation annually in ad. 
"allce, and t1ll1t should the applicallt and the Corporation be un. 
able to rench Ull ngrccmcut ns to an appl'opriate amount, the appli­
t all !. will CUllseli1 to t he submission of the cOlltI'OVCl'~Y to the Com­
mission 1'01' a1'bit.ration, nnd that if submitted, it will abide by the 
COlli mission 's decision thereon; 

(e) 'I'hat, uftcl' aflilintioll, it will at all times kcep its charter, 
by-laws, rules of fuir practice and code of procedure so integrated 
with t.he cOl' rcspolldiug charter, by-laws, rules of fair practice and 
I!udc of pruccdlll'(' of the Corpora tion as not to cOlltiiet in any 
wuy thercwith ; and 

(d ) That thc 13oar<1 of Governors, in accordance with the pro­
visions of Scction 6 of this Article, lDay at any time suspend or 
(-nuccl .it s nfliliutioll with the Corporation. 

Section 4. No applicant may become an afliliate of the Corpora­
t iOIl unl ess it. appears to the Board of Governors: 

(a) That such applicant is so organized and is of such a charac­
ter ilS to be able to comply with and carry out its purposes, and 
those of the Corporation and of Section 15A of the Act; and 

(b) That thc charter, by-laws, rules of fair practice and code of 
procedurc of thc applicant are so integrated with the corresponding 
charter, by-laws, rules of fair practice and code of procedure of the 
Corporat ion as not to conflict in any way therewith. 

Section 5. If it appears to the Board of Governors that the 
foregoing requirement.o:; of this Article are met by the applicant, 
it shull approve such applicant's admission as an affiliate j other­
wise, after appl'opriate notice and opportunity for hearing, it 
slJull disapPl"Ove such application in writing and shall set forth 
1 herein the specific grounds upon which such disapproval is based. 

Section 6. 'fhe Board of Governors may at any time suspend 
or cancel the afiiliation of an affiliate with the Corporation if the 
n oard of Governors finds that the a/E1iate has ceased to be of such 
a character as to be able to or has failed ·to carry out its purposes 
or the purposes of Section 15A of the Act, or has failed to carry 
out any of the conditions of affiliation. In any proceeding, how-

., 
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ever , under this Section to determine whether the affiliation of an 
affiliate shou ld be suspended or canceled, specific charges shall be 
Il1'onght. i slich affiliate shall be notified of, 8ml be given an oppor­
tunity to defend against, such charges j a record shaH be kept j and 
any determination that the affiliation of an af!iliate shall be sus­
pended Or canceled shall be in writing and shall set forth therein 
the specific grounds upon which such determination is based. Such 
suspension or expulsion shall take effect upon the 60th day after 
the filing with the Commission of notice thereof and n copy of 
the record of the proccetlinj.!s before the Board of Governors, UIl­

leK!:I wit.hin thirty days after such filing such. snspension or can­
celation is disapproved. by HIC Commission. 

Section 7. The Board of Governors shall, if it deems such action 
to be in the interest of efficient and economical administration and 
desirable in carrying out the purposes of Section 15A of the Act, 
l'ecommend appropriate changes in the by-laws to exclude the ter­
ritory covered by an affiJiated association from thc geographical 
area covered by the Corporation. 

ARTlCl,E III 

Dues, Assessme1lts and Other Charges 

S ection 1. The Board of Governors annually, shall prepare an 
estimate of the funds necessary to defray reasonable expenses of 
administration in carrying on the work of the Corporation for 
the ensuing fiscal year, and on the basis of such estimate, and not 
less than thirty days prior to the beginning of such fiscal year, 
shall fix and levy the aIDount of admission fees, dues, assessments 
and other charges to be paid by members of the Corporation f01" 

such fiscal year, which said fees, dues, assessments and other 
charges shan be called and payable as determined by the noard 
of Governors from time -to time ; provided, however, that such 
admission fees, due~, assessments RUtl other charges shall be equit­
ably allocated among members. For the purpose of fixing the 
amount of such admission fees, dues, assessments and other charges 
equitably, membership in the Corporation is hereby divided into 
classes in accordance with Schedule A appended hereto. The 
Board of Governors may from time to time make such changes in 
Schedule A as it deems necessary or appropriate to assure equit­
able allocation of dues among members. No such change ill 
Schedule A need be submitted to the membership for approval to 
become effective, as would otherwise be required by Article IX 
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hereof, but a copy of lilly snch proposed Cl1flllg C shall be HI ed with 
the COllllll bsioJl in aceol'llan cc wilh Section 15A of the A ct and 
unless it is disapproved bj' the COlllmiss ion llS thereiu provided, it 
shall become effective as at such Lime us the Doul'll of Governors 
Illay prescribe. No 1I]CI 1IOC1' of the Corporatio n shall be or become 
liable to pay allY fees, LInes, assessments or oiher chul'ges in auy 
fi scal yellt' in <1 11 alHount gTcatcr t.Il1l11 thilt so fixed by the Board of 
UU\'CrHors ill fulnlllCC fur that year , 01' in 1m amount greater thull 
that levied against Ill CIll\a'I'S of the s alllc cluss for that ycal'. 

Scd 'iml 2. 'I'he Board o[ OO\'Cl'II0I'S lIlfl)' snspend or cuneel t he 
IIICllIbcl'sllip or HIlJ: memher ill finCHI'S in the paYlllent of noy dues, 
:! SSl'S~ llL {'I !l S 01' lit I I('\' C hil l'g'~S. AllY mellllJcl' whose mcmbership shall 
be SlIspcl](.I ed OJ' cDlI t..:c lcd by l'caSO ll of such non-paymeut of dues, 
asseSSlll Cllt s 01' other chargcs, shall ceaSe to have allY rights as a 
membcr of l he Corporation and shall not be entitled to recover back 
any IIUllliss ioll (ee 01' dues theretofore paid and shall forfeit all 
righls ill tllld to any properties of the Corporation and all rights as 
It member 1 hereof. 

Scclt'on J, Any mcmbership suspendcd or canceled under this 
Article lIlll ,)' bc rcinstated by the Board of Governors upon such 
l ( ']'I"II S illld 1'(l lIdi1; u ]l S lis it sl]all dcem just ; provided, however, 
1hat any applicant for rcinstatement shall possess the qualifications 
]'cquircd for Il1 cmbership in thc Corporation, 

Sect ion 4. As SOOll as practicable after the annual levy pro­
yit lc( l fO l' in Sec tion 1 of 1 his AI·ti t le, the Secretary of the Corpora­
tion shall prepare and send to each District Chairman a list of the 
lllcmbcrs of the Corporation, ,vhich list shall disclose the dues­
paying classifi cation of eaeh member, and such lists shall be avail­
abl e to inspection by any member of the Corporation during busi­
Iless hours at. the oflice of any such Chairman or at the main office 
of the Corpora t.ion . 

ARTICLE IV 

Organization and Administration 

Section 1 . POl' the purpose of admill,istl'atioll, the several states 
of the United St ates are hereby d ivided into fourteen districts, the 
bOtllldaries of which are set forth in Schedule B, appended hereto. 

Secl-io1! 2. The management and administration of the affairs of 
1 he Co rpora1 iOB sha ll be vested ill a Board of Governors, which 
shall be composed of twenty-one members, to be elected as herein­
<lfte l' provided. 'rhe Board of Govcrnors shall be the governing 

.0 
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body and, except as provided by the by-laws, shull be vested with 
t he powers necessary [01' the mallagemcnt RlHl I1dmilListration of 
thc affairs of the Corporation, .and for the promotion of t hc Cor­
poration's welfare, objects and purposes. In the exercise of such 
powers, the Board of Governors may adopt for submission to the 
membership, as hereinafter provided, such by-laws, rules und regu · 
lations, make such in terprctations, issue such orders and diree­
Lions, and make s lIdl d l.!c is lOlIS as it deems necessary or appro­
priate; and. it may prescribe maxilliurn penalties for violations of 
the provisions of the by-luws, the rul es and r egulations of the Cor­
poration, for neglect or refusal to comply with orders, directions 
and decisions of the Board of Governors or of any District 01' 

other COlllmittee, or for violation of any rule or regulation adopted 
by any District Conunittce, as provided in Section 2 of Article 
VII hereof. 

Section 3. The several d istr icts shall be represent.ed on the 
Board of Governors as follows: 

(a) 'fwo members of the Board of Governors shall be elected 
from and by the members of the Corporation having places of 
business in District No.2 j 

(b) Three members of the Board of Governors sbaH be elected 
from and by the members of t he Corporation haying places of 
business in District No.8; 

(c) Five members of the Board of Goyernors shall be elected 
from and by the members of the Corporation baving places of 
business in District No. 13; 

(d) One member of the Board of Governors shall be elected from 
and by the members of the Corporation having places of busin ess 
in each of the remaining districts not referred to in paragraphs 
(aL (b ), ami (c ) of this Section. 

(e) The Board of Goyernors shall, from time to timc, consider 
the fairness of the representation of the various districts on the 
Board of Governors, and whenever it finds any unfairness iIi such 
representation to exist, it shall recommend appropriate changes in 
the by-laws to assure fair r epresentation of all districts. 

Section 4. Each regularly elected member of the Board of 
Governors, except as otherwise herein provided, shall hold officc 
for a term of three years, and until his successor is elected and 
qualified, or until his death, resigl~a~ion or removal. 

Section 5. The office of a I'ctJrmg member of the Board of 
Goyernors shall be fill ed by the election of a member from the same 
district as that of the retiring member. 
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Scctioll 6. Members o[ the Board of Governor" shall be elected 

as follows: 

(a) At least sixty days prior to the expiration of the term of 
orrico of any member of the Board of Governors, the Secretary of 
the Corporat ion shall cause notice thereof to be given to the ch8ir~ 
IlHlIl of Ole appropriate Djstl'ict Committee ns provided in Sectiotl 
5 of this Article. Said chairman shall thereupon notify the 
)lom inating committee appoint.ed for or elect.ed by such district 
pHrsllunl t.o t.he provisions of Sections 12(a) and 13 of this Article 
1111<1 SHch Hominating committee shall proceed at ollce to nominate 
II cillHJic1al c from such dist rict fo\' the office of ench such member 
of' the liocl1'd of GoYcl'noJ's whose term is to expire. Nominating 
{'OlH1I1ittccs ill nominating candidates for t.he omec of member of thc 
HI)IInl of GO\'('l'nors sll311 endeavor, as nearly as practicable, to 
~eC \lJ'e nPPl'oprial e and fair rcpresentation on the Board of Gov­
(' !'1I 01'S of all classes and types of firms engaged in the invest­
ment Ulluldng and securities business j 8ud, except in the case of 
1 he first elcd iOlls to bc he1cll111dcr thcse by-laws as hereby amended, 
11 0 IlOlllinlltillg committ ce shall nominate all incumbcnt member of 
the BOllrd of Govel'1lors t.o succeed himsclf unless it first takes ap­
pl'opriat e clclion (by n written ballot of the entire membership 
with illthc district ) to ascertain tllilt such nominntion is acceptable 
10 II majority of the membcrs in thc district. Each candidate 
llOlllill<l led by the nominating committee shall be certified to the 
)li sll'ict, CO lllln ittcc within fift ecn days from the date of appoint­
mcnt of the nominal ing committee, and within five days thereafter 
a tOpy of s11ch certification shall be sent by the District Committec 
to (,<lch 1I1(,lI1bcl' of the Corporation having a place of business in 
til e dist "i ct. SUt!h ca ndidate shall be designated the "regular 
1: ;11 H) iun 1 c.-' 

(b) 'l'CII per CCIlt. 01' morc of the members of thc Corporation 
h<l\·illg places of busincss in the district may nominate an addi­
tio ll lli candidate for the office of any member whose tel'm is to ex· 
pil'c, if not.icc thcreof in writing, signed by the required number 
of lIlcmbers, is filed with the District Committee within twenty 
da.vs from th e dat e of the notice of the action taken by the nominat­
illg tommittec. If no additional candidate or candidates are nomi~ 
1I<ll ct! wi lhin Ruch t.wellly-day period, the candidate 01' candidates 
lIominat ed by ll1 e nominatillg cOllllllitfee shall be considered duly 
clc('led, iJllrl 1hc District COllll11iUC'e shall certify the election to the 
I)o;!rd or Uo\'cJ'JJOI'S. 

• 

In 
(c) If any additional candidatc or candidates arc nominated, as 

.provided in paragraph (b) of this Section, the District Committee 
shall forthwith causc the names of the regular candidate for any 
contested office ond of al1 other candidates for such office to be 
placed upon a ballot, which shall be sent to all members of the 
Corporation having places of business in the district. Each member 
of the Corporation having its principal place of business in the dis­
trict Rhall be entitled to one vote, and each member having one or 
more registered branch offices in the district shall be entitled to vot.e 
a8 provided in Section 11 of Article I. The District Committee 
IIlny fix the datc before which ballots must be returned to be 
counted, provided such date is prior to that upon whieh the retir­
ing member's term of office expires. All ballots shall be opened 
by such onicer or employee of the District Committee as its ehair­
mall may designate, and in the presence of n representative of each 
of the candidates if such representation is rcquested in writing 
by any candidate voted upon. The candidate for each office to be 
lilled rcceiving the largest number of votes cast shall be declared 
elected to mcmbership on the Board of Governors, and certifica­
tion thereof shall be made forthwith to the Board of Governors. 
In the event of a tie, there shall be a run-off election. In all elec· 
tions held under this Section, voting shall be by secret mail ballot, 
the procedure for which shall be prescribed by the Board of Gov· 
ernors. 

Section 7. (a) All vacancies in the Board of Governors othcl' 
than those caused by the expiration of a Governor's term of office, 
shall be filled as follows, 

(1) If the unexpired term of the Governor causing the vacancy 
is for less than six months, such 'Vacancy shall be filled by appoint· 
ment, by the District Committee of the district represented by 
the Goyernor causing such vacancy, of some member of the Cor­
poration ha"ing a place of business in the same district. 

(2) If the unexpired term of the Governor causing the vacancy 
is for six months or more, such vacancy shall be filled by election 
whieh shall be conducted as nearly as practicable in accordance 
with the provisions of Section 6 of this Article. 

(b) Notwithstanding the foregoing provisions of this Section, 
all vacancies caused by resignations of Governors to take effect 
within four months after registration of the Corporation as a na­
tional securities association under Section 15A of the Act, shall be 
filled by elections which shall be conducte~ as ~early.as pr~cticablc 
in accordance with the provisions of SectIon 601 tIllS ArtIcle. 
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Sectio" 8. ~lee tiJlgs of the Board or Governo.·s shal! be held at 
such times 1.1I1I} plnccs, upon sllch notice, and in nccordnJlCc with 
such procedure os the llonrd of GoverlJors in its discretion mny 
<It'termine. A quorum of t he Board or Goverllors shall COllS.1St of 
c]c\'cn memhers, and nny action taken by a majority at any meet· 
illg at. which u quorum is p,'e8cnt, except. ns herein otherwise pro­
vided, shall cO I\~1itl1 l c tIl\! actioH of til e Board. Action or the BOllrd 
of OOYC I"IIors Hilly be taken by mail 01' tel egraphic vote, in which 
case IIny act ion tAken by a majority of t he Board of Governors 
sh:111 const itute th e nelion of the Board. 

Sediol1 9. The COJ'pomt.iolJ shnl! mni1l1nin slwh ofliccs us the 
UOilrtl of Govel'lIors may from time to time deem necessary 01' 
apllI'opl'inle, 

Src l1"on 10, li'ol' thc purpose of efrectuating a maximum degree 
uf locnl Odllli llistrHl.ioll of the IIffl1il's of the Corporation, ench of 
I he fOUl'teen districts crelltetl uuder Section 1 of this Article sha11 
l'lcct II District COllunit1rc, as hereinaftel' provided, Each such 
District COlllmittee shall determill e the Humber of its members so 
10 Le elected, but ill no event shall allY District Committee consist 
of 11I01'C thall twelvc IlIclHbel's, 

Secl'ion 11, Each l'egulHl'ly elected member of a District Com­
IlIitt cc shull hold oflicc for a tel'11I of thrcc years, and until his suc­
cessor is elc{·tcd und qualified, or until his death, resignation or 
l 'C' llIoYa l ; 1)I'oyidcd, how eyer , thai members of the first District 
COIlllUitlces elected und er these by-laws, as hereby amended, shall 
llo ld ofIice, for the following tcrms: Immediately upon the mem­
lH' l's o[ cl1ch such District COlllmittee taking office, they shall 
class ify tli elllSc iYes by lot 0 1' otherwise, and as near one-third 
I hel'eo f <IS Jlus:-. ibl c shall huld office unt.i l .J ulluar)' lfi, 1941, as near 
Olle-1 hiI'd thcl'cof as possible shaH hold office until January 16, 
1:)-12, lIlld th e I'cmaillillg' members th ereo f shall hold office until 
.];U I Uill',Y 1G, 1U..J a, .:\l cmbers of District Committees regularly 
elected thel'cafter shall be elected for a full term of three years. 

Sect io n 12, :!'Ilcmbel's of the Dist rict Committees shall be elected 
il S follows : 

( il ) At least sixty dnys priol' to the cxpil'lItioll of the term of office 
of (IllY mcmber of any Dist rict Committee, the Secretary of the 
Corporution shall cause notice thereof to be given to the Chairman 
o j' th e npPl'opl'ialc Dish ·h·t Committ ee, Said Chairman, with the 
appl'onil of ;\ IlICljol'ity of the mem\Jel's of such District Committee, 
~ llil" appoi nt a lIolil illatillg' cOlllm ittec of fiye members (who shall 
1)(' lIle lJlucJ's of the COJ'poration huviJlg places of business ill the dis-
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ll'ict, but lIot Il1Cmbel's of the District. Committee), which shall pro­
ceed at once 1.0 nominate a camiidnte from their district for the 
ofTice of each mcmber o[ the District Committee whose term is to 

expire or for l'och new office created by the District Committee pur­
SUUllt to Section 10 of this Article. In the case, however, of the first 
general election to be held under these by-laws, as hereby amended, 
the nominating committee shall be chosen as provided in Section 13 
of this Article. Nominating committees in nominating candidates 
for the ollice of member of the District Committee shall endeavor, 
as Hcarly liS pru l! tieubl c, to secure appropriate and fair repre­
sClltation 011 th e District Committee of thc various sections of the 
distl'ict and of 811 classes and types of firms engaged in the invest­
ment banking or securities business within such district j and, ex­
cept in the case of the first elections to be held under these by-laws, 
as hereby amended, no nominutillg committee shall nominate an 
incumbent member of the District Committee to succeed himself 
unl es.o:; it first takes appropriate action (by a written ballot of 
the entire membership within the district ) to ascertain that such 
nomination is acceptable to a majority of the members in the 
district. Each candidate nominated by the nominating committee 
shall be certified to the District Committee within fifteen days from 
the date of appointment of the nominating committee, and. within 
five days thereafter a copy of such certification shall he sent by the 
District Committee to each member of the Corporation having a 
place of busincss in the district. Such candidate shall be desig­
nated the" regular candidate," 

(b) Ten per cent or more of the members of the Corporation 
havillg places of business in the district may nominate an addi­
tional candidate for the office of any member whose term is to ex­
pire or for any new office created by the District Committee pur­
suaut to Section 10 of this Article, if notice thereof in writing, 
siCl'ued by the required number of members, is filed with the Dis­
trict Committee within twenty days from the date of the notice of 
the action taken by the nominating committee. If no additional 
candidate or candidates are nominated within such twenty-day 
period, then the candidate or candidates nominated by the nomi­
nating committee shall be considered duly elected and the DIStrICt 
Committee shall certify the election to the Board of Governors. 

(c.) If any additional candidate ~r cnn~idates are, nO,ruinated, 
as provided in paragraph (b) of th.s Sechon, the D.strlct Com­
mittee shall forthwith cause the names of the regular candtdate 
for any contested. office and of all other candidates for such office 
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10 be placed upon II ballot, which shall he sent to nil memhers of 
Ole Corporation having places of business ill the district. I~nch 
membel' of I he Corporation hnving its prillcipal place of business 
ill the distri ct shall be. e11titled to Olle vote, and each member 
having OIlC 01' more registered brunch oflices iu the district shall 
be entitled to vote as provided in Section 11 of Article 1. The 
District COlllmittee may fix the date before which ballots must be 
returned to he eoulllcd, provided snch date is prior to that upon 
which the ret iring member's term or office expires. All ballots 
shall be opellPd by suuh oOlec I' or employee of the District Com­
mittee us its chairman may designate, uud in the presence of n 
I'Cl)l'Csclllati\'c of each of the c811didatcs if such representation is re­
quested in writing by any ctlJldidate voted upon. rrhe cuudidatc 
foJ' each onkc to be filled rccciving the largest number of vole!>; 
cast shall be declal'ed electcd to llIclllbcl'shi (l all the District Com­
mittee, and. ccrtificatioll therlC'of shall be made forthwith to the 
BOlll'd of Govcrllors. III the event of n t.ie, therc shall be a run-oft' 
election. I u all clections held undcr this Section, voting shall be 
by secret mail ballot, the procedure for which shall be prescribed 
by the Board of Governors. 

Seci1'on 13. The nominating committees for the first general 
elect iOIl to be hf'ltl lInder thesc by-laws, as hereby amended, shall be 
eleded as follows. 

(a) At least nillety days prior to the expiration of the term of 
officc of any 1I1cmbcr of any District Committee, the Secretary of 
the Corporation shall cause notice thereof to be given to the 
Chairman of the appropriate Dist.rict Committee. Said Chairman, 
wilh the approval of a majority of the members of such District 
COIllIlJittee, shall nominate five members of the Corporation hav­
illg places of business in the district, other than members of the 
District Committee, as candidates for membership on the nomi­
natillg committee. District Chairmen, in so nominating candidates 
for memb ership 011 Stl ch nominating committees shall endeavor, 
3 S neady as pl'acticable, to secure appropriate and fair representa­
tion 011 such nOlllillatillg committecs of the various scctions of the 
district and of all classes and types of firms engaged in the inYest­
ment bunking and securities business within such district. Notice 
of the candidateI') so nominated shall be sent forthwith by the 
District Commit.tee to each member of the Corporation having a 
place of business within the district. Such candidates shall be 
designated the' {regular candidates. " 

(b) Five per cent or more of the members of the Corporat~oll 

t .. • 

23 

having places of business in the district may nominate au addi· 
tional candidate for membership on such nominating comlllittee, 
if notice thcreof in writing, signed by the required number of 
membeJ'::;, is tilcd wit.h the District Committee withiu fifteen days 
from the date of the notice of the nomination of the regular candi­
dates. If no additional candidate or candidates are nominated 
within such fifteen-day period, the candidates nominated by the 
Di8trict Committee shall be considered duly elected. 

(e) If any additional candidate or candidates are nominated, as 
provided in paragraph (b ) of this Section, the District Committee 
shall forthwith cause the names of the five regular candidates auLl 
all other candidates to be placed upon a ballot, which shall bc 
sent to all members of the COl'poration having places of business in 
the district. Each member of the Corporation having its prin­
cipal place of business in the district shall be entitled to vote for 
five of such candidates, and each member having a registered 
brallch office ill the district shall be entitled to vote for five of such 
candidates j provided, however, that if any member of the Cor­
poration shall have more t ltall one rcgistercu. branch otliee in the 
district Or its principal office and one or more registered branch 
offices in the district, such member shall be entitled to vote for only 
five of such candidates ill such district. 'rhe District Committee 
Illay fix the date before which ballots must be returned to be 
counted, provided such date is prior to sbcty days before the re­
tiring member's term of office expires. All ballots shall be opened 
by SUCll officer 01' employee of t.he District Committee as its Cl1air~ 
man may designate and in t.he presence of a representative of each 
of the candidates if such representation is requested in writing by 
any candidate voted upon. The five candidates receiving the 
hiO'hest numbcr of votes cast shall be declared elected and shall 
cO~lstitute th e members of the initial nominating committee. The 
District Committee, by a majority vote, may cast the deciding 
vote ill the event of a tie. In all elections held under this Section, 
voting shall be by secret mail ballot, the procedure for which shall 
he prescribed by the Board of Governors. 

Section 14. All vacancies in any District Committee other than 
those caused by the expiration of a member's term of office, shall 
be filled as follows: 

(a) If the unexpired term of the member causing the vacancy 
is for less than six months, such vacancy shall be filled by ap· 
poilltment by the remaining members of the District Committee 
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lI f SOlllC 111 (' 1111)(' 1' or l it e COlllpn]'nl ion IHlYing' 11. plnee of bnsiness in 
t he :-: a1ll c di :-: ll'ict. 

( IJ ) If Ill e 1Illc:xpil'cd terlll of th e mell1ber cnusing the vacancy 
is fol' :six lIIont.hs OJ' morc, such vacnncy shall be flllcd by electioll 
which Sllllil be eOILilu cted as J1 clll'ly as pl'llcticnulc ill nccordl1nc~ 
with the provisions of Section] 2 of t his Article. 

S'cdio11 J:i. Meetings of cneh Dis trict Committee shall be held 
at s1I ch t.imes :lIId places, upon such notice, and in accordance with 
snch prOl!cliurc as caeh District CommiUee in its discretion may 
determine. A qllo rulII or 11 District. COUlmittee shall consist of n 
11ll1.i0l · it~, of it s IllelllUel'S, HllLl <lily action tukeu by n majority at any 
lIU'ct ill g' :11 wili ch a tjllOl'tllli is presen t, except ns otherwise pro­
\' id , d in lhc uy· la ws, ,<:,;ha ll constitut.c Lhe fiction of the Committee. 
Action by a Dist rict COll1mittee mny be taken by mail or tele­
g l'aphic vol e, in whi ch case <lll,)' action taken by a majority of the 
L' tllIIlIlil l.c c shall COll s ti t lll e th e nctio1l of the Committee. 

S ect-ion 10'. F ellowillg t.ile <lullunl election of members of the 
D i ~ tri c t COlllmitt ees PUl'SlIfllll. t o Section 12 of this article, each Dis­
I rid COllllllit Icc shall elcct from its membcrs a chairman and such 
oLhel' officers li S it decms necessary for the proper performance 
of it.s duti es Hilder these by-luws, and shall prescribe their powers 
and d uties. 

S eel ioll 17, The c:h:lil'lllCn of the sevcral District Committees, 
eJ ected pursuunt to Section 1G of this Article, shall constitute an 
Advisor'y Coull cil to the Board of Governors, and as such shall he 
m]viscd of anu eJJtitled to attend all meetings of the Board of 
(;o n '1"1I 0 I'S b1l 1 Sh Ol l! I lO t th cre be cntitled to vote, 

Sec tioll 18. Funds to meet the regular expenses of each Dis­
t rict Committee, ej ected pursuant to Section 12 of this Article, 
sll3ll be provided by the Board of Governors out of funds col­
lected by it under the prOVISIOns of Article III hereof, and all 
such expenses shall be subject to the approval of the Board of 
GOVCI'llOl's. 

S ection 1.9. Th e fourteen District Committees shall act as the 
agcncies of the Corporation for the aqministration of its affairs 
i ll th r il' respective districts and as such shall have such pOWCl'S aud 
Julie):; as are provided in the by~laws or from time t.o time delegated 
by t he Board of Governors. 

Section 20. District Committecs shall endeavor, in such manner 
01' 1h]'ou~h snch Illedia :... s they deem nppropriate, to educate Dlelll­
u P ],):; and other dealers in their respective districts as to the objects, 
purposes and work of the Corporation in order to foster their 

1 
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interest and friendly cooperation. District Committees shnll COll­
sider the prnctical operation of all provisions of the certificate of 
incorporation, by~laws, niles of fair practice and code of procedure 
of thc 90rporntion and shall report to the Secretary any which do 
not work satisfactorily in their respective districts. 

ARTICLE V 

Officers and Employees 

Section 1. As SOOIi as practicable after the election of the mem­
bcrs to the initial Board of Governors elcctcd under these by-laws, 
as hereby amended, and thereafter annually following the election 
of lJ" cmbcl's to the BoaI'd of Governors, thc Bmll'fi nf Goverllors shull 
elect from its members a Chairman, one or more Vice Chairmen, a 
Treasurer, and such other officers as it shall deem ncces~ary or 
advisable, to servc until the next anollal election and until their 
successors arc chosen and qualify_ The officers so elected shall 
have such powers and duties as ma'y be determined from time to 
time by the Board of Governors. The Doard of Governors, by 
affirmative vote of cleven members, may remove any such officcr at 
any time. 

Section 2. As soon as practicabl e after the election of the mem­
bers 'to the initial Board of Governors elected under these by­
laws, as hereby lllDendcd, and theren fl er whenever the term of nny 
such officer is about to expire, or in the event of a vacancy, the 
Board of Governors may elect a chief executive officer and such 
othcr executive or administrative officers as it shall deem neces­
sary or advisable. whose terms of office shall be at the pleasure 
of the Board of Governors, and of the officers so elected, olle shall 
perform the usual duti('s of a secretary of a corporation, All such 
officers shall have such titles, such powers and duties, and shall 
be entitled to such compensation as shall bc determined from time 
to time by the Board of Governors, and in addition shall perform 
the usual duties of such officers of a corporation, 'fhe Board of 
Governors

l 
by affirmative vote of eleven members, may remove 

any such officer at any time, 
Section 3, In case of the absence or inability to act of thc 

chief e.."tecutive officer, or in case of a vacancy in snch office, or 
pending the appointment of the first sHch officer as pl'ovi(~cd .in 
Section 2 of this Article, ' the Board of Governors may apPoint Its 
Chairman or such other p~rsoll as it may designate to act as such 
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omeel' pro tCnl t who shull assume all t.he fl1nctions Dnd tlischllrgc 
nil the dillies of snch chief executive officer. 'fh e Boord of Gov­
ernors lJlay fix the compcllsHtiOIl of such 'officer 7),.0 l cm. , 

Secl1"on 4. 1'ho D08nl of Goycrnors mny retain or authorize 
the employment of counsel , with such powers, titles, duties and 
,ulthol"i1r tiS it shn11 deem ll cc(>sSnl'Y 01' ndvisablc. 

Srci1"on 5. The Boftrd of Governors may employ or Ulltilol'izc the 
rmploymcnt ancl prescr ibe the powers and duties of such an nd­
minisll'ulivc Slll!T as it deems Il cccssnry ornclvisnblc. rrh c employ­
menl ond compclIsntioll of such administrative staff of the Cor­
pOJ'Hl ion shall be at t he pleasure of the BOlll'd of Governors. 

Scc f1'on 6, Ell ch Dist.rict COlllmittee, subject to the upprovul of 
th c 130nrd of Govcrnors, may employ a district sccrctary and such 
01 h <..' 1' e mpl oyces as it deems necessary or IHh' jsHhle fol' the proper 
ndlllinislrntion of the affairs of the Corporation within its district. 
The CO Illj1r llSalioll of such secretary and other employees shall be 
~uhjec1 to Ill e approval of the Board of Goyernors, District Com· 
mill ees shlll1 fi x the powers and duties of sHch employees, District 
Committees lHay dh:.miss such employees at pleasure. 

Sccliml 7. No mcmbcr of the Board of Governors, exccpt when 
;!(' lill g as the chief ex(!cHtiYe officer lH'O (cm as provided in S(>ction 
3 of this Articlc, or of any District 01' of any othcr Committee shall 
be cntitlcd to r cceive nny compensation from th e Corporatioll, but 
all w (, J1lbcrs of the I30ard of Go,lerllors, of the Advi!-:iOry CouneiJ, 
of the District Committees, and of all other t'ommittees appointed 
ei th er h;r the Board of GoYcrnol's 01' by any Dish'iet Committee, 
shall be cnl itlcd to reimuursemcllt for reasonable out-of-pocket ex· 
pr llscs ill Cll1'l'cd ill cOllllection with the business of the Corporation. 

ARTICLE VI 

C0111.mUtees 

Sec tion 1. The Board of Governors may appoint such standing 
tlnd otIlCr committees as it deems necessary or desirable, and it 
sha ll fix their powers, dU1ies and terms of office. 

Sect ion 2, Each District Committee, in the exercise of its 
powcrs and ped'Ol'mRnCe of its duties as provided in the by·laws, 
Ina.'" , cxccpt as otherwise herein provided , appoint such standing 
0 1' olher committees as it deems llecessary 01' desirable, and shall 
li x their powers, dutics alld terms of office. 

occUon 3, Each District Committee al1n~tally shall appoint from 

t .1 • 

nmong its members or members of the Corpol'ation having places 
or business within the district, a District Business Conduct Com· 
rnittee of not more than twelve members, nt least one member of 
which shall be 11. member of the District Committee, Each such 
commit.tee shall function as the Business Conduct Committee of 
t hc Co rporation in such district in accordallce with the hy·laws, 
"Ill es or fair practice, and code of procedure for handling trade 
(lI'H ctiee complai nts. Eaeh District Committee may also annually 
ll]lpoin t such Locnl I3usiness Conduct Committees as it deems 
lIc ce~S!lJ'y or uppropriate snd, wherever possiblc, at least one 
member or each such Local Business Conduct Committee shall be 
a member of the District Business Conduct Committee, Each such 
I.nclll llusincss Vondnct Committee shall function as n sub·com­
mittee of t he District Business Conduct Committee in accordance 
with the by·laws, the rules of fair practice, and the code of pro· 
cC'Utll'C for handling trade practice complaints. 

Section 4. Any member o[ any committee appointed pursuant 
to Section 2 or Section 3 of this Article may be removed from 
office, after appropriate Hotice and opportunit.y for hearing, by 
the Dist.riet Committee appointing- such member 01' by the Board 
o( Governors for failure to enforce the ntles of the Corp~ration , 
r(n~ wilful abuse of his authority, or for failure in the perform· 
,mee of his duties as prescribed by th e District Committee or 

I he Board of Governors, 
SecNon. 5, By resolution passed by a majority of the Board of 

C:O\"erllOrS, there may be created an Executive Committee, con· 
sist iug of five or marc mcmbers of the Board, which Committee 
shall have and may exercise such of t he powers of the Board in 
I he management of the business and affairs of the Corporation 
ill the interim between meetings of the Board of Governors as 
may be delegated to it from time to time by the Board j provided, 
however tllat any action of a disciplinary nature by an Execu· , .' 
tive Committee created hereunder, whIch affects the bUSiness or 
standiug of any member of the Corporation, shall become bind· 
iu" only after approval by the Board of Governors, Each Execu· 
ti:e Committee created hereunder shall keep minutes of its 
meetings and shaH report its proceedings to the Board of Gov­

\.' r11ors at each meeting thereof, 
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ARTICLE VIi 

Rules 0/ Fai .. Practice 

Section 1. To promote Rnd enforce just and Cfluilnble prin­
cipl('s 01' trade lind Imsincss, to maintnin hi g h Rtnndnrds of com­
IlH'l'cial hOllol' 1I1ll1 illtcg;rity m110ng' mCmb l;!fS of the Corporation, 
10 collnho l'Hf c with ~O\' Cl'lIlJlclltal ilild ot.her agenc ies ill the pro­
lIlotion of fuil' pl'OI c ti ccs lind the e liminati on of fl'lIlId , alld in geB­
(~ l'nl to c II]'ry a lit t.he JHU'POSCS of the CO l'JlOl'at.ioll [lud of, Scction 
LiA of th e Ad) th e Board of Goverllors is herehy Huthorizcll to 
Ililnpt fol' submiss ion to the members of t.he CorpoJ'ution such 
l'ldt's of fIliI' ]JI'Hcli cc anti such umendments t.hucio fiS it may, 
1'1'0111 1 imo 10 time, doelll 1]('ccssnI'Y 01' HPPl'opl'inte. 'I'he Board 
of GO\"C 1'1I 0 1'8, lipan the adoption of lilly such rules of fuil' practice 
01' Hni Clldmcllt s t.hcrcto, shall forthwith CHUSC copics thereof to 
lJi' sent. to CHell member of the Corpol'ntion to be voted 
U P~ !l l. If illl.'" sHch I'u les of fail' prllctice 01' nmrndmrnts thercto 
itrc :lPlu'on!u by <I lIIajority of the mcmbcrs voting, pro­
\' idl'c.I , !l owen!', Illl1t tl majority of HII members ot' the Corpora­
tiull hll\'e Yolcd, within thirty (lays ufter t.he elat e of submission 
I u t he membership: :md arc not disl.lpprovcd by the Commission 
il:o; provided in Section 151.\ of the Act, they shall become efl'~c­
li ye rul es of Cnil' practi ce of the Corporation as at such date as 
I he BOlll'd of Goycrnors 1lll.l,r prescribe. In allY case, however, 
wht'I'e the BOHI'lI of GOYCl'llOl'S tincts an emergency to exist, such 
r'ul es (,f fail' pl'lI ctice or amendmcnts thereto, if adopted by a 
I wu·t hird s \'o te of the 130nrd of Governors and not disapproved 
by I he Conllniss iOIl jllll'SlHlllt to Section 15A of the Act, may be­
cO llie cn'ccliyc as I1t such time as the BO<lrd of Governors may 
PJ'l'sCl'iu(', without submission to the members for a vote as here­
illa l)oYc rcqu ired ; pl'ovided, howc\,cr, that no snch rule of fair 
pJ'<ll't icc 0 1' amcll<illlclit shall be eft'ccti\'e for more than sixty days 
0 1' the dnnl lioll of th e emergellcy as declared by the Board of 
4".;OYC rIlOI'S, which eyer is the less. 'rhe Board of Governors is 
hL'fl'b,)" auth orized , subject to the provisions of the by-laws and 
of ~cction ]5A of the Act, to administer , enforce, suspend, or 
ca ncel a ll ,)' rules of Cni r practice adopted hereunder, 

Section 2. Subject to the approval of t.he Board of Governors 
:lnt! the pro\'isioll s of Section 15A of the Act, each District Com­
mit tee }lUi" Hdopt such supplcmenta l local rules of,fair practice 
;trHI sHch ;lllI CI1 (lIn cnt s thereto as it may from time to time deem 
t) C'I' (,SSlll',)' OJ' appropJ'iate; provided , however, that such rules of 

" 
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fair practice and amendments thereto shall be designed to effect 
the same purposes -and shaH be subject to the same provisions 
with respect to approval by members having places of business 
within the dist rict as are provided in Section 1 of 1his Article, 
with respect to rules of fail' practice applicable to all members, 
The Board of Govcrllors, subject to the provisions of Section 15A 
of the Act, may at any time suspend or cancel any such local 
rules of fair pracliec or any portiou of nny such local rules so 
adopted and npP;'oveu, Any District Committee, subjcet to the 
appl'ovul of t.he Board of Oovcrncrs and the provisions of. Section 
J['A of thc Act, may at any timc suspend 01' callcnl allY local 
rules of fuir practice or uny portion of lIlly snch local rules 
adoptcd by it pursuant to this Section. 

Section J . Th e Board of Governors, ill the admi nistration and 
elllorcemeut of any rul es of fair practice ndopted nnder Section~ 
1 and 2 of Uris Article, shall have power: 

(a) To make and issuc iuterprctations of all rules of fair prac­
tice adoptcd thereunder; 

(b) To prescribe such procedul'e for the prc;-;elltalion, hearing 
HlllI adjudication of complaints between or against members of 
the Corporation as it deems nCl.!essary or appropriate; provided, 
however that in any such proccdurc Dislliet BusiJICSS Conduct 
Conllnitt'ees shall have original jurisdiction in th e hearing of all 
complaints, whether filed by a District Business Conduct Com­
mittee or other person, and that the Board of Goyernors shall act 
as an appellate body; 

(c) To prescribe maximum penalties, including censure, fines, 
suspellsiol1 or expulsion from membership, fol' breach, by a mem­
ber, of any co\'enClllt with tlte Corporation or its mcmbers; for 
violation by a member of ally of thc terms, conditions. covenants, 
and provisions of the by-laws, or of the l'lIl es of fair praetic~ of 
the Corporation; for failure by a member to adhere to any rulmg, 
order, direction or decision uf, 01' to pay ally pellalty imposed by, 
t he Board of Governors or any District Business Conduct Com­
mittee or for violation of allY local rule of fail' practice adopted 
by au; District Committee; provided, however, that no mem~er 
shall be disciplined unless and until the requirements of SectIOn 
4 of this ,Article are met. 

(d) 'fo prescribe snch procedure for the ilrbitrati0!1 of contro­
versies betweell members mltl between members ami customers or 
others as it shall deem necessary or appropriate. 
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Section 4. In any proceeding und er this Arliclc, nny uccuRcd 
member shall be g iven the opportunity 1.0 have n hearin g, III 

whi ch hcm'in g such member shall be entitl ed to be hefll'cl in per-
8011 1l11d/ or hy 001111801, and to submit fi ll y mnticr which he mny 
(I('si re to ])1'('80111 , flll el a record shall be kept of the proceedings. 
III :lJIY such proc('ccli lll! to determine whclh cl' nny mf'mhcr shll11 
he disciplined , sJlecific c harges slHlIl be bJ'oug-ht.; Sil ch member 
~ h a ll be nolified of llI1d be given'lIl opport unit y to d efend ngn iust 
snch cilnl'g'cs ; n rceorll shall be l{cpt; a nd ally detcl'millution shall 
ill <: lntl c ( A ) a stat.ement srtt.i ng forth Illly not OJ' practice in whieh 
snell Illf'mbcl' 1Il 1l~r he founel to have cl\gngcd or whi ch snch memo 
bel' Illay be found tn have omitt('d; ( 13 ) n statemellt scHill,! forth 
111(' ~ I)ec ifi c 1'11le 01' r Ill es of the COl'pol'ntioJll of which nil;' sti ch 
lIet 0 1' (J1'<1Ct icc, OJ' om ission to 'lct, is d CC Jll('d to be in violation; 
(C) <I sta te mellt whether t he :'let 01' prtl ct ices prohibi ted by such 
nil e 01' rules, 01' the omission of any act l'CClltired thel'eby, a re 
d('c llH'd to consti tl1 t e eomlnct. ill Cu nsi&tc ll t wit h just and equitable 
princ ipl es of' trad e, Hud (D) a statement sclting forth the penalty 
iltlposcd. 

Sect ion 5. No JIlclllbcr of tbc Bo.al'd of Goverllors 0 1' of any 
Uit>. 1 r ie l 13l1sill(,ss COlJduct COlllmittee 01' of ally Local nusiness 
CU llduct COlllmitl ee shall in .any maIllH!l' , dil'eC'tly 01' indirectly , 
1);lrticipate jll the determination of Mny complaint f(ffectin:: his 
inll'I'I.'s t 01' the illt el'ests of auy pcrSOll in whom he is directly or 
iud ireclly int er cst ed. III a ny case where such Hn in terest is ill­
\ ' () !\'(~ d , t ll c Pill'licli lar member shn ll disqualify himself, or shall 
he disqua li fied by th e Chairman of allj' such Board 01' Cummittce, 

Arn'ICLE V1II 

Limitai1'on 0/ Powers 

~cclion 1. Ul\del' 11 0 circulUstances shall the Boaro of Goverllors 
ur ,Hly ofTiCCl', ('mployee or member of t he Corporiltion have 
puwer: 

(a ) To m<lkc any (lonation 0 1' cont.ributio n from the funds of 
l11c COl'pOl'a t iOiI 01' t o cOJlnni t. th e Corporation for th e payment of 
illl." dOIl<l tions or cO lltribm iolls for politi('al, or charitablc pur­
puses ; 

( b ) To lise the name 01' facilitil~s of the Corporation ill aid of 
all~' po li ti ct!1 purty or cHlloidafe foJ' <Illy p ublic office, 

SccHon 2. No member shall \l se the lIaUle of the Corporation 011 

• 
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letterheads, ci rculars or other advertising matter or literature ex­
cept to the extcnt that may be a uthorized by th e Board of Gover­
nors, 

Section 3. No officer, employee member of the Board of 
G ' overnol's or of allY District or other CommittcC" . shall ha.ve any 
power' to iliclir or contract 811y Iillbility in cxc"!ss of the spcc ific 
aut hOI'; ;ml iOIl or appropriat iOIl mnde by the Board of Govel·nors. 

ARTICLE IX 

Amendments 

AllY member o r th e Board of Governor's by r esolution, any Dis­
trict Committ ee by resolution, 0 1' auy twenty-fi,'e members of the 
Corporal ion by petition s igned by snch members, may propose 
addit ions, uIt CI'<l t iOIl S, or nmcllChnents to the by-laws. Eyery pro­
posed addition, .!ltcration 01" 3men(hn cnt sl1<111 be presellted in 
writing' t o til e Doard of C: ovcl'llors and :1 recol'd k cpt th el'cof. 
·rhe Board or Goverllors shall first pnss 0 11 all proposed ndditions, 
alteJ'atiolls 0 1' amcndments to t hc by-laws, and may adopt any 
proposed addition, .alteratioll or amendment by a m:ljority vote 
of all of it s members. The BOMrd of Governors, upon ndoption 
of allY sHch addition, alteration 01' amendment to the by-Jaws, 
except as providcd in Sectioll 1 of Article TTl hereof. shall forth­
with cause a COJlY th ereof to be sent to earh member of the Cor­
poration to be , 'ot.ed upon. 1f such additiou, alteratil)Jl 0 1' amend­
ment to t he by-Ia\vs is approved by a majori t ,"" of th e members 
voting, IU'ovidcd, however, thnt a majority of all of th e members 
lw ve vot ed, within thirty days .a ftC"r the date of submission to 
the membcrshi p, and a re not d isapproyed by the Commission as 
providcd ill Seelioll 15A of thc Ac t, it s lwll become effective as 
a t such date as the Board of Governors may prescribe. 

ARTI CLE X 

Scal 

The corporat e seal shall ha ve inscri bed ~h creon t he n ame of t he 
Corporation, the year of il s or~<1l1izCltio ll and the words "Cor­
pOl'ate Sea l, Delaware," Said seal nw y be used by cDusing it or 
a fa csimile thereof to be impo::;eu or .. lfnxed 01' reproduced or 

otherwise . 
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ARTIOLE XI 

Checks 

A1I checks or demands for money and notes of tht' COl'poruliolJ 
shall be signed by sHch officer or uniCCI'S or such otllt'l' perRon OJ' 
persons liS the Board of Governol's nwy from tillIo to limo dcsig. 
IIllte. 

ARTICLE XII 

Th e Gselll ),elll' shllll bcgill lhe first. day of Octobol' ill each yell 1'. 

ARTICLE XII I 

AlInual Financial Statement 

As SOOI1 liS pr:lCticnblc uCtcr the cud of each fisca l year, the 
ilolll'd of Goverllors shnl1 scnd to cae}1 member of the COTnorn. 
1 ion II !'('HSOIWbly it~lIIi7.cd slntC'mcl11 of receipts amI cx pcndi'tul'cs 
uf' the COI'I"IOl'lIt.ioll fOl' such preceding' fiscal yeul'. 
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. SCHEVUIJE "A" 

ClussiCicntion or membership as provided in Scction ] of Article 
II I of Ihe by-laws: 

Class 
-J-

Pcrsonnel·-e· Assessment 
J 10 3 Unit" 

2 
3 
4 
;; 
G 
7 
8 
!) 

10 
II 

4 to 6 2 
7 to )0 3 

)) to 15 4 
1 G to 25 5 
20 to 35 6 
36 to 50 7 
51 to 75 8 
7610100 ~ 

lUI to 125 )0 
Over 125 11 

1t1J' 12 (d) Occasional Gndcrwritcrs 20 
(e) Substantial Underwriters 30 
(b) Mujor Underwriters 50 
(a) Originators 100 

Branch office uues shnH be asscssc(] 8uIlually on the basis of 
$10.00 per district for each district ill which n member maintains 
one or morc branch offices othel' than the district in which such 
member's principal office is located. 

'The basic unit of nssc9sment to be determined annually in advance by the 
Board of Governors in 3ceon]nnce with the by -laws. 

Class 1 pays the basic unit of asscs.~ment. Classes 2 to 12 pny the multiple 
of the lInit assessment 39 indicated. 

"The Board of Governor! sban designate the members to be placed in the 
Cour Bubdil'iaions of Class 12, In making 8uel .. designation) the Board of Gov­
ernors SlUl11 take into consideration the totnl amount of underwriting of all 
members for the last 12-month period for wbich !lucb data is conveniently 
n\'uilnble, the relative amount of undenvriting or participations in underwrit­
ing of each member for such period, the personnel of such member, and such 
llI('mber'" general standing in the business_ In the light of such consideratiolls, 
such designation shall be fair and equitable to all members, nnd the member­
ship shnll be informed of the general standards or formula applied by the 
Bonrd in making such designation on or before the dnte of levying any assess­
ment upon the basis of such designation_ The gene ral standarw or formula 
rererred to aiJo\-e shall include the minimum amount of underwriting or par­
ticipntioD!1 in underwriting which, without laking into consideration nny of 
the other tadors referred to abo,c, will automatically plMe a member in Class 
12(d) . 

... Dl'/htition of Personnl'l: Each individual in nn organization normally 
deyoting laal! or lUore of hi~ business houn to such organization '8 (f invest­
ment banking or securities busineSll" as defined iu Article I, Section 3(e) of 
the by-Inws, sha.ll be counted as 1 ; eaeh individual in the organization nor­
mally dc\-oting part but less than half of his business hours to such organi­
zation's "hl\'cstment banking or securities bU!liness" as defined in Article I, 
Section 3(c) of thc by-laws, shall be counted as lh. For the purpose of this 
definition, the term" indiyidual" includes a partner, corporate offie.er, or indi­
vidual proprietor. 
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SCIIEDULE "13" 

Tcrrit.orilll bOlilldlll'ics or t.he sc,rc rnl districts cstnblishcd ns 
pruvided in ::5cctioll .1 of Art icle lV, nrc us foll ows: 

Di81.J'ic1. #1. Stat('s of lduho, Oregon IUU] \Vnsldngloll. 

Dis t.l'i c l #2. '111tC8 of C"l li fol'lIin :Iud NcvlHla. 

])isll'i c t. #3. Stnles of ArizUllll. Co]ol'lId o, New Mexico, Utnh 1111<1 
"·yomin g-. 

!listrict. #-l. Stil leR of i\lillllcsola, Jl.fOJltallll , North Dn lwta 8m1 
So uth ])'al\Oin. 

Disll'i {" #fi. Rt n\ ('s or Kansas, Olduh omu, 1lIl(1 the counties oj' 
PUlliam , S ulli",lIl, Li1ll1 , CharitOll , I1owanl, Cooper, 
l\lollil('<I11 , I\lillcl', Pulaski, Texas lind lIowell in the 
~la1.e of .I\lissoul'i lllld th e r emainder of said slute 
ly ing wcst of such counties. 

lJisll'i cl #6. Slate of Tex as. 

Dis tl'i c\ #7. Stat.e of /\J'kanslls, the counties of Schuyler, Adair, 
MU COII , Handolph , Boone, Colc, Osage. Maries, 
P}](~lps, Dellt, ShHllllOll and Oreg-oll in the state of 
!\rissolll'i Il1ld the r emainder of said state lying east 
of such eOtlllties; IlncI the counties of Meade, Greek· 
cnrid g'c, Ol'aysoll, Edmonso ll ~ 'Val'l'en, and ABclI 
ill the sta t e of K entucky alld the remainder of said 
sta te lying wcsl' of sneh counties. 

Distri cl # 8. S t a tes of Illinois, Jndiall:J , Iowa, l\1"ichigan, Nebrasb:a 
ilnd Wiscon sin. 

Distr ict. ¢FD. Sta t es of Alabama, Florida, Georgia, Louis iana, l\fis· 
si~sippi , Sout h Cn ro}illa , and Tennessee. 

I)i ~t l ·ict #]0. SUi t e of Obio, t.he countics of J efferson, Bullitt. 
lianliu , Hurt, Barren, and MOllroe in the state of 
Kelltucky and the r emainder of said state lying east 
of such counties. 

I li st I·je t =#= 11. 'I'he Di st. ri ct of Colnmbia., and the states of Mary~ 
land, ~ol'l h Carolina, Virginia and West Virginia. 

Distr ict # 1:!. States of J)(>lawaJ'e and Pennsylvania. 

Distl ·jc t, #]3. S tutes of COllnecticut, New Jersey and New Yorll:. 

ni sll·jct #14. Slates of Maine, ~lassachl1setts , New Hampshire, 
Rhode Isla lid Hlld Vermont. 

• 

RULES OF FAIR PRACTICE 

OF 

NATIONAL ASSOCIATION OF SECURITIES DEALERS, INC. 

ARTICI,E I 

Adoption lind / n l e)·pretation 

Section 1. The following provisions arc adopted pursuant to 
Arti cle VII of the By.JJuws of the Corporation nud the provi. 
sions of J\ l'ticlc III hm'cof arc adopt ed as the Rules of Fair Prac­
lice of t.hc COl'poration, pursuant to Section 1 of said Article VII, 

Section 2. The Rule. shall become effective as provided in Sec­
tion 1 of Al'li clc VII of the I3y.Laws; provided, however, that the 
pl'ovisiolls of Sect.ions 2!J, 24 and 25 of Article III hereof sball 
1I0t become effective until thirty days after registration of the 
Co rpol"lItioli with Ihe Commission as a national secnrities asso· 

cialion. 
Section .1. The Rules shaH be intel'preted in such manner as will 

aid ill cITectllatil1 ~ the purposc~ and business of the Corporation, 
and so as to require that all practices ill connection with the 
investment banl{j llg" and securities business shaH be just, reason­
nble and not ullfa irly discriminatory_ 

Secf1'on 4. 'fhe Rules shall not be construed to apply to con· 
tracts made prior to the effective date of the Rules or to trans· 
act ions ill exempted seclll'ities (as defined in Section 3(n) (12/ 

o f the Act ) . 

ARTICLE II 

Defi,,;tions 

Section 1. 'Vhen used in the Rules and provisions hereby 
adopted, unl ess t.he context otherwise requires-

(a) '1'he term "Corporation" means National Association of 
Securities Dealers, IlIc., a nonprofit membership corporation or· 
o"mizeu under tlle laws of the State of Delaware . 
.... ' (b) The terDl "By-Laws" mea.ns Ule By.Laws of the Corporati~n. 

(c) The term IImember" means any individual, partnershlp, 



corporation 0 1' 01h('1' I('ga l eJlt ity ndmitlc<l to mcmbership in t.hc 
(;OJ'po,'ntion 1I1ul cl' the l))'ovisiOl 's of Art.icle 1 of t.he By.Lnws. 

(<1 ) The tcrm "Ru les" m e tillS 1IJ(' Hulcs of Fuil' Prueticc 8S 

aliop1 cll and l.lJlp rovcd pursuilnt to Article V]] of thc lly.Lnws, 
or as t he sn me mny be hereafler amended or supplemented, 88 

providcd in thc lly.Lnws. . 
(0) 1' lI c term "Code of Proce-durc" means the Code of Pro· 

cctlurc for Jln11l1lillg' Trade Pract.ice Complnints prescribed by thc 
130111'(1 of Gnvc l'1I ors pnrsuant to Articl e VII of the 13y.Lnws, 

(I') '.I'I Hl tel'lll "cll stomcr" sh<lll not. includc It bl'ol<cr or denlCl'. 
(g) The t.(,1' 1I1 " ~c l1itl l! SY11lHcHte" mellllS nny syndicl\tc form cd 

ill cOllnect iull with n public offcring , to distribute nIl or part of 
nil issue of s('cIIl'ili cs by sa les made dirrclIy to the public by or 
I ill'u llg-h pU l't ic:ipnlll s in snch symlicnte under nn agrccment which 
illlPoscs a fillHllcial commitmcnt u pon participants in such syndi. 
cal c 10 pUl'chusc /lily such securities, 

(h ) ']'hc t crm ICsdlillg- group" means any group formed in con· 
nccl ioll wilh;J public offcring, to d istribut.e all or part of an issue 
of secul'ilies by sn lr:) 1U.lde directly to the publie by or through 
IIH~ mhc l's 01' sHch sellin g g'I'OU», undcr an agreement which im­
P OSt'S 110 filll.1l1 ci'.iI commilment 011 the members of such group to 
purcl wsc n ll~' such scclIl'ilies except as they may clect to do so. 

( i ) Th c term " person" shall include nny natural pcrsoll, part· 
Il cr:-:h ip, c:o rpuI'Clli oll , associatioll, or oliler lcgal entity. 

(.i) Th e ter ll! "thc completioll of t.he trallsaction" mcans: 

( 1) 111 t hc case uf a customer who purchases a security 
throu gh 01' from 11 member, exccpt as provided ill paragraph 
(2 ), t.he lim c when such customer pays the member any part 
of th c plIl'clwsc pricc, 01' , if paymcnt is effected by a book· 
I;:CCllill g ell! r'y , tire time \Vh r ll such bool<kceping entry is 
madc by th e mcmber for any part of the purchase price j 

(2 ) III I he case or a cllst.omcr who purchases a security 
t h,'ou :.dr or from 1.1 mcmbcr mu1 who mnl<es payment there· 
for pr io), to the t JlIlC whcn paymcnt is requested 0 1' notifiea· 
t iOIl is ;;iven t hat, payment is duc. tbe time when such mem· 
bcr dr livers the scc llrity to 01' in to thc account of such CllS· 
t omer ; 

(3) ]1\ t.he case of a customer who sclls a security through 
0 1' t o a mcmber, except as provided in paragraph (4), if the 
securi t.y is Hot ill the custody of the member at the time of 
sa le, t.he time when the sceurity is delivered to the membcr, 

• 
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JI.l1d if the security is ill the custody of the mcmber at the 
tlmc of sale, the time when thc member transfers the secur. 
ity from the account of su ch customer' 

(4) In thc case of a customcr who se'lls n securit.y through 
or to R membcr and who delivers such security to such mem. 
bel' priOl' to thc timc when delivery is requ cstcd or notifica. 
lio ll is g- ivcn that delivcl'Y is due the timo whc lI sHch member 
IIwkes pnymcnt to or into the ~:CCOUllt of such customer. 

(k) Th c tcrm "Commission" means the Sccl1rit.ies und Ex· 
• Cillll1 gC Commissioll, estab lished pUr:illullt to The Securities Ex· 

c itllilge Act of l!.l34, as amcndcd, 
(I) Thc term "Act" mcans The SccUl'it ics Excircwge Act of 

1~34, as amendcd, 

Sect-io1~ 2, Unless the context otherwilSc requires, 01' unlcss de­
fined ill this ihticle, t.erms used ill the Rul eR llntl pl'ovis ions hercby 
adopted, if dclincd ill thc lly.Laws, s lHlIl havc thc meaning' as 
defined ill the By.Laws. 

AUTICLE 11 [ 

R1des of Fair Practice 

1. A mcmber, ill the conduct of his busin css, shall observe Itig-h 
st.andards of commcrcial honor and just and cquitable principles 
of trade, 

2. III rccommending to a customer t.hc purchase. ~a le or ex­
change of any security, a member shall have reasonablc grounds 
for belicving that the recommendation is su it.ub le for such cus· 
tumcr upon the basis of the facls, if un)" disclosed by such cus· 
tomcr as to his other securi ty holdin gs and as to his financial 
s ituation ,md nceds. 

3. Charges, if ,my, for scrvices perform cd , including' miscclJane· 
01lS serviccs such as collcction of moneys (Iue for principal, divi­
d ends, or intcrest; exchallge or transfer of securities; appraisals, 
snfe·keepi ng or custody of securities, and other services, shall bc 
reasonable and 1I0t unfairly discriminat ory betwecn customers. 

4, III "over·the-counta!1 trans(lctions, whether in " listed" or 
" unlisted" sccurities, if a member buys for his own account from 
his customer, or sells for his own accoullt to hi s cilstomer, hc 
shall buy or sell at a price which is fir iI', taking' ililo considera· 
tion all rele\'l.lut circulllstances, indtuling markrt contlitiolls with 
respect to such sCCUI'ity at ibc tillie of t.he tralLsact ion, tile ex-
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pCllse involved, and the fact that he ,is entitled to n pro~t; and 
if he acts as agent for his customer lJl finy such t ransactIOn, be 
shall not clwrgc his customer more than n fnir commi~sjon or BerM 
vicc c1wrge, takin g illLo consid eration nil I'clcvnnt circumstances 
includinO' market condi t ions with r espect to such secllrity at the 
timo of 7hc transact. ion, the expense of execnting the order and 
I he y;l1u c of :my service he may have l'cml crcd by renson of his 
ex periellce ill nml Imowlcdgc of such security and the market 

I herdol' . 
rl, Ko member shall publish 01' cil'clIlntc, 01' cause to be pub. 

li s lH'd or c ircll1nlcd , filly noti ce, cil'culal', navcl'tiscmcnt, news­
llil pCI' article, illvest mOil t service, or comlUullication of ally Idnd 
wilich purports to rcport allY t rallsaction HS a purchase or sale 
uf <lily secnri ty unless such member believes that such t1'Ons8c· 
I iOIl wa s a bona fid e purchasc 0 1' sale of such sccurity j or which 
purport s to quote the bid price or Clsked pI"ice for any security, 
unl ess sHch melllbcr believes that sllch quotation represents a 
LOlll1 fid e bid fo r , or offcr of, such security. 1£ nomillal quota· 
I iOlls ilrc useu 01' g iV Cll , they shall be clearly stated 01' indicated 
10 he only Il om inal lillotntiolls. 

Ii. 1\0 membcr shall make an orrcr to buy from or sell to any 
p(,I'~Oll Hll'y security at a stat ed price unless such member is pre· 
parcd to purchase or sell , as the case Olay be, at such price and 
IIn Li er such cOIHlitions as are stated at the time of such offer to 
buy or sell. 

7. Se llill g sYlIdicate agreements or selliIlg' group agreements 
slwll sct forth th e price at which the securities arc to be sold to 
1 he puldic 01' the formula by which such pricc can be ascertained, 
<lllLl sha ll st at e clearly t o whom and under what circumstances 
\'!o ll l! l'~sio n s, if any, may be allowed . 

.s . . \ member, whcn it IlIcmbcr of a sellin g syndicate or a sell· 
i ll:,! :; I'OUp , s ilall JlUI 'clIilSC sec urities ta1<c1l in trade at a fair mar­
l.; e t pri cc <It 1 bc t illlC of purchase, or shall act as agent ill the sale 
of such securities. 

9. A member who ill the capacity of paying agent, transfer 
;:q!Cllt , tru stee, or in allY other similar capacity, lUIS r eceived ill· 
[ol'mat ioll as t o the ownership of securi ties, shall uuder no cir· 
l! 1I1ll ~ l a nccs mai<c use of such information for the purpose of 
:-.u lici1 illg purchases, sales or exchallges except at the r equest 
,md on bellalf of the issuer. 

10. No member shall , directly, or indirectly, give, permit to be 

• 
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given, or offer to give, anything of value to any employee, agent 
or representative of another person, for the purpose of inHuenc· 
ing or rewarding the act of such employee, agent, or representa· 
tive in relation to the business of the employer of such employee, 
principal of such agent, or thc represented party, without the 
prior knowledge and. consent of such employer, principal, or rep­
resented party. 

11. No member shall, directly or indirectly, ~ive, permit to be 
given, or offcr to give, anythill g' of value to any perSOll for the 
purpose of inllllencing or r ewnrding the action of such persoll 
in connection with the publication or circulat ion ill any news· 
paper, investmeut service, or similar publicatioll, of nuy matter 
which hU8, or is intended to haye, nn effect upon th e markct price 
of any security, provided that this rule shull not be construed 
to apply to matter which is clearly distinguishable ns paid ad· 
vertising. 

12. A member nt or before the completion of each t ransaction 
with a customer shall give or &eud to such customer written 
notification disclosing (1) whether !'lllch member is acting as a 
broker for such customer, as a dealer for his own aecountr as a 
broker for some olher perSOll, or as a broker for bolh such cus· 
tomer and some other person j and (2) in any case in which such 
member is acting as a broker for such customer or for both such 
customer and some other person, either the name of the person 
from whom the security was purchased or to whom it was sold 
for such customer and the date and time when such transaction 
took place or the fact that such information will be furnished 
upon the request of such customer, and the source and amount 
of any commission or other remuneration received or to be re· 
ceived by such member in connection ,· ... ith the transaction. 

13. A member controlled by, controlling, or under common con· 
trol with, the issuer of any security, shall, before entering into 
any contract with or for a customer for the purchase or sale of 
such security, disclose to snch cnstomer the existence of such 
control and if such disclosure is 110t made in writing, it shall be 
supple~ented by the giving or sending of written disclosure at 
or before the completion of the transaction. 

14. A member who is acting as a broker for a customer or for 
both such customer and some other person, or a member who is 
acting as a dealer and who receives or has promise o ~ receiving 
a fee from a customer for advising such customer WIth respect 
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to seclIrit.ies, sha1l, at or before the completion of nny transaction 
for 01' with such customer in nny security in the primary or 
secondary distribution of which such member is participating or 
is 01 hCl'w isc finnncin lIy interested, I!ivc such customer wrilten 
lIo1ifl cntiol1 of t ho ex istence of such IlnJ'ticipllt ion 01' in ter est. 

] 5. (u) Ko llIcmhcl' shall effect with or for nny customer's 
IICCO\l1l1. ill I'espect to which such membel' OJ' his n~eJ\t or em· 
pluycc is ,'osted with any discretionary power nlly trunsactions 
uf PlIl'cllH SC or 81110 which nrc excessive ill size 01' freq uency in 
vicw of t.he fillllncinl resources and character of slIch HCCOUIlt. 

(b) 1\0 11Icmhcl' shall clreet with or for any CIlSto l1lC'I" s account 
ill respect to which such member or his agenL or employee is 
YCl;t<.'d wit h Ilny di!)creLionHl'Y powcr any trmll;Rction or pUl:chase 
01' l;H lc Ull lcs!) iUlIllediat.ely after cITccting such trnllsnctioll such 
llI embel' mak e!) a I'ccord of such trallsacti~n which record includes 
I he lJ<lmc or such customer, the namc, amount and priec of the 
seclll'it.y, llnd t.he date and t ime when such t ransaction took place, 

(c) Ench memher shall keep 01' preserve for at least two years 
l;lIch records as sneh member may be required to mak e pursuant 
10 Ihc (Il'o\'isioliS of l>uragraph (b ) of this rule, 

1 (i , .\ II1 cllIhel' who is participating' or who is otherwise 6n811-
cia II.), intercst ed in the primary or secondary distribution of any 
M'C ll l' i1 ~' which is 110t admitted to trading on a national securities 
l'xclHllIg'C, shall make no representation that such sccurity is 
I)t' ill,!.:: on'creel Lo a customer "at the maril;:et" or a t a jlrice related 
II) I he Illilrk ct price ulllcss such mcmber kllO'''''S or has reasonable 
~Tl)llllds 1.0 belicyc thut a marh:et for snch security p.x ists other 
1 hilll t hat. made, created, 0 1' eontrollcd by such member, 01' by 
<111,\ ' pc r~o ll f O I' whom he is acting 0 1' with whom hc IS associated 
ill sue!! tli s tribulioll , or by allY P Cl'SUl 1 cOll l l'olled by, contr olling' 
UI' ullder cOJllmon control Wil h such mcmbel', 

17, ( a ) Ko member, participatillg 01' othcl'wisc fi uallcially ill­

Il'rl'~1 <.'d ill I he prima ry or secondary distribulion of al lY SCCUl'­

ily of a ny issuer , shall, 

(1 ) pay O}' offer or agree to pay, directly or inelireclly, to 
allY persoll allY cumpensation for so liciting' auother to pur­
chnsc uny seclIrity of thc same issuer on a national secm"i­
t ics cxc hangc, or for purclHlsing' ally security of the SRme 
i s~uc l' au .IIlY such excha nge for any (lCCOtlll t otliel' tha n the 
aCCO llll ~ of the lllCHlUCl' who pays or is to pay sitch compCll­
satioll; 0 1' 
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(2) seli , ofTer to seH Or indl1ce an after to buy such secur­
ity, 01" delivcr such securi ty aftcr sale, if, in conncction with 
slich distribution, such member hns paid, or has offcred or 
ltg-reed to pay, directly or indircc tly , to any pcrson, any com­
IlclIsat ion for so liciting' ano ther to purchase any security of 
thc Sllmc issucr 0 11 311Y national securit ies exchange, or for 
pUI'chnsi ll g nny security of the same issuer on any such cx­
ellllll:,!e fOJ" a ny account other than-the nccount of the member 
who hilS paid or is to pHy such compensation, 

(b ) No memLeJ', part icipat.in g or otherw ise financi a lly inter­
('s ted ill 1 he prinlill'Y 0 1' secondary dist ribution of any sccurity of 
lillY iss ll cr, sha ll cause a. purchase 0 1' sa le of any secnrity of the 
:-wrne issuer on a nat.ioll al sccuri t ies exchange by paying or offer­
illg' 0 1' agree in g to pay, dircctly or indirectly, to any persoll any 
compcnsntion fo l' soliciting anothcr to purchase such security on 
nny such cxchange, or for purchasing such secnri ty on any such 
exc ha ngc 1'01' any account other than the account of the mem­
hcr who pilys 0 1" is to pay such compensation, 

(c) The pl'ovisions of this rule shnll not apply in respect to 
any salary paid by a membcr to any persoll regularly employed 
hy him whosc ordinary duties include the solicitation or execu­
t iOIl of brokerage orders 01) a nat ional securities exchange, if 
such sa lary rcprescnts only ordinary compensation for the dis­
chargc by such person of such dut ies in t he regular course of 
his employment, anu is not paid, in whole or in part, directly or 
indirect ly, for thc inducement by such person of the purchase or 
sa le on a national securit.ies exchange of any security of the 
issuer of the sccurity in the primary or secondary distribution 
of which such member is participating or othcnvise financially 
interested. 

18, Ko member shall effect any transaction in, or induce the 
pUl'chase or si.llc of, allY security by means of any manipulative, 
c.I eccpt iva or oth('}' fr311uulent device or contrivance, 

19. ( :1 ) No member shall make impropcr use of a customer's 

seenl"it ie'S or funds, 
(b ) No membcr shalllclld, either to himself or to others, se~uri­

l ies of allY cllstomer unless such membcr shall first have obt~l~ed 
a scpartlte written authorizatioll from such cnstomer permlttmg' 
the Icnding of securi ties held for his account by such member" 

(c) No ngreemcnt between a member and a customer authorlZ­
ill')' thc member to pledge securities carricd for the account of 

o 
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Ill(' Cllst.omer eit. hel' nlone or wit.h 01 h('1' securities, either for th e 
amOllnt cine tliCI"(,Ol1 CII' fol' a g r cnter amount, shn11 just ify the 
melllbe!' ill pledging' lIIore of snch seclIrities than is fair and 
I"cnsonubl c ill 'vicw of 1 he indebteuness of said clIstomer to said 
member. 

20. (n) No mcmbc]' shall take or cnrry filly account, or make 8 

1 r:lI1sae\ iOIl fo l' lilly Cl1stomer und er nny arrangement which COll­
fcmplillcs or IH"ovhlcs fol' (he pUl'chnse of any security for the 
<1COO lllll, of the clIslomer 01' fol' the sale of nny security to the 
ClIs tOJlU' I' , wherc payment for the secllrity is to be mnue to the 
member by the 0 11 51.0 111 01' over a period of time ill instullments or 
by u sori eR of ])lJl'liui payments, unless: 

(1) in the event such member ncts os nn agent or broker 
i ll snch tl'a ll s<lc tion hc shaH, immediately, in the regular 
co urse of bu sincss, mak e an actual purchase of the security 
f Ol' th c accollll t of the customc1', alld shall immediately, ill 

the reg-iliaI' course of busincss, take possession or control of 
such sceul'ijy llllli shull mnimain possession or control thereof 
so long as he I'cmnins under obligation to deliver the security 
to the Cllst.omer j 

( :!) in the event such member acts as a principal in such 
transact. ion , he Slll.lll , at the time of such transaction own 
snch seclII'it y and shall maintain possession or control thereof 
so JOlI g as he r emains under obligation to deliver the secur­
ity to t.he cnstomerj 

(3) the provisions of Regulation rr of the F ederal Reserve 
BaliI'd, if appli cable to such member, are satisfiE'd. 

(b ) No member, whether acting as principal or agent, shall, in 
CO ll llcction with any transaction referred to in this rule, make any 
Hg reelllenl. with his customer under which such member shall be 
:lllowed t.o pledge 0 1' hypothecate any security involved in such 
11'aJISl.l c l iOIl foJ' any amount in excess of the indebtedness of the 
cllstomer to such member. 

21. A member shall heep and prcserve aU books, accounts, ree· 
OJ'ds <Iud cOlTespondence with customers, made with respect to and 
ill the regul ar cou l'se of his bus iness, for a period of at least two 
yem's. 

22. (a) A member shall make available to inspection by any 
bona fide regula!' customer, upon request, the information relative 
10 sHeh member's financial condition M <liselosed in its most recent 
bnl ance sheet prepared either in accordance wit.h such member's 

• ' . 
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usual prll ct ice 0 1' as rcquired by BUY Statc or F ederal secu rities 
Juws, or any rule or regulation thereundcr. 

(b ) As lIsed in pnrHgraph (n) of t.his rule, the t.e rm "customer" 
means lilly persoll who, in the regular course of such member 's 
business, has cash 01' securities in the possession of such member. 

23. No member shall ofTer any security or confirm any purchase 
or sale of allY secu rity, from or to any person not actually engaged 
in the investment bunkiug or securi ties business at any price which 
shows a conccssion , discount·, or other allowance, but shall offer 
such securi ty uml confirm such pnrehase or salc at a net uollar or 
basis price. 

24. Selling concessions, (]jscounts, or other allowances, as such, 
shall be allowed only as eons idel'lltion for services rendered in dis· 
trihution and in no event shall be allowed to anyone other than a 
broker or dealer actually engaged in the investment banking or 
securities business j provided, however, that nothing in this rule 
shall prevent allY mcmbr r from selling any security owned by him 
to any person at any net price which may be fixed by him unless 
prevented therefrom by agreement. 

25. (a) No member ~hal1 deal with any non~member broker or 
dealer except at the same prices, for the same co~missions or fees, 
ami 011 the same terms and conditions as nrc by such mcmber ac­
corded to tlle general public. 

(b) 'Vithout limiting the generality of the foregoing, no mem~ 

ber slIall 
(1) in any transaction with any non-member broker or dealer, 

allow or grant to such non-member broker or dealer any selling 
concessioll , discount or ot.her allowance allowed by such member 
to a membcr of a registered secur ities association and not allowed 
loa member of the ;;eneral public; 

(2) join with any non~membel' broker or deale r in any syndicate 
or group contemplating the distribution to the public of nny issue 
of securities or any part thereof i or 

(3) sell any securi ty to or buy any seenrity from any non·mem­
ber broker or dealer except at the same price at which at the time 
of such transaction such member would buy or se1l sllch security, 
as the case may bc, from or to a person who is a membcr of the gen· 
eral public not engaged in the investment banking or securities 

business. 
(c) The provisions of paragraphs (a) and (b) of this rule shall 

not up ply to nny non-member broker or dealer in a foreign coun-
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11'Y who is lIot f' ligihlc for membership in n registered ~(,c llriti cs 
ilssoc illtioll , unt ill ally Il'illlSlIctioll with lilly s llch fOl'c ign 11011-
1IlC'lIIhcl' bl'ui{cl' OJ" dealel', where a sellin g' cOllccssioll. discou nt, 01' 

01l1(!1' HlloWHIl CC is n ll owcd , :I 11Iclubcr shu ll ns u conciition of such 
tl'ClIlU Clioll secure from s tich forei gn bl'o1( cl' or dc~lcl' nn agreement 
lilu l , in lIlilking .IIlY s nies to purchasers wi thin the United States 
of' securit ies acquired as a result of snch Ll'lI11Saction, he will cou­
form 1.0 th e provisions of par<l gl'aphs (a ) li nd (b) of this rule to 
I he S<IIll C cx t,f'ut as t hOllgh he wer c a membe r of the Corpol'lltioll. 

(d ) For the purpose of this rule, the tel'lll "llol'Hncmhcr broker 
OJ' tit'alel'" shall in clude any brok er 01' denIer who makes usc of 
the TIlails 01' uf nny 1lI('<111S 01' instl'lIJl1clIllllity of interstate com· 
1I1 CI'Ce to e ll'eet illlY Il'allSactioll ill, OJ' to induce the pUl'chase or 
sal e of, :Illy scclIl'it y, otherwise thlill on u national securities ex· 
change, who is 1I0t a mcmbcr of' any securities association, regis­
tl' rcd wiOI t he COlli miss ion pursuant to Section 15A of tbe A'ct, 
except n bJ'ol\cr or dealer who deals exclusively in commercial 
paper , blinkers ' a ccep tances or commercia] bills. 

(c) Nolh ing' ill lhis rule shall be so construed 01' applied as to 
pn'Yell1 lilly llIember of the COl'poralion from granting to any other 
Hlc lIIlJ(' 1" o f fill y reg istered secnri t ies association a lly denler'R dis­
\·OUlil. aliowll lI (,C, (·olllllJis.<; ion, 01' specia l terms. 

AUTICLE IV 

Complaints 

c oclion 1. Evc)'), member of the Corporation shall keep in each 
otlicc ma int.ll ined by him, in the form to be supplie<.l by the Board 
of GO YCrl lo l'S, Cl copy of thc Certificate of Incorporation, By-Laws, 
HII/cs of FiliI' Pra ctice, and Code of Procedure of the Corporation, 

11 11(1 o j' a ll ntidiliollS and amelldmellts from time to time made 
l l1cl'clO, and of a ll interpretative rulings ma<.le by the Board of 
Oo\'e1' lIol·s. nll of which shall be available 1'01' the examination of 
a ll,\' f'U " I OlllCr wllo llJ;lkcs requcst therefor. 

Sf'l'iioll 2. All Y p e r SOll feeling n::rg l'iev('d by any act, practice or 
omi:;;s iol1 of ;:IIlY mcmber of tIle Corporation, which such person 
he lie\'('s 10 be in \'iolntioll of <Iny of the Rules of Fair Practice of 
I he Co!,])ol'a lioll, may, 011 the form to be supplied by ihe Board of 
OO\'(' I'UOI'S, fil e a complain t against such member ill rcgard thereto 
willi <l ilY District Business Conduct Committee of thc Corporation, 
II lid Cllly Stich complaill1 shall be bnlldled in aCCOI'(lUllCe w ith the 
Codr of Jll'oN'durc of Ihe Corporation. 

• .. , I '. 
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Section 3. Any District Business Conduct Committee which, on 
inCormation and belief, is of the opinion that lIny nct , practice, or 
omission of any member of the Corporation is in violation of any 
of the Rules oC Fair Practice of the Corporation, may, on the form 
to be supplied by the Board of Governors, fi le n complaint against 
such member in regard thercto with itself or with any other Dis­
iI'ict Busi ll e~s Conduct Committee of tilC Corporation, aR the neces­
sities of the complaint may require, and any such complaint shall 
be handled in accordance with the Code of Proecdure and in the 
snme manner a~ jf it had been filed by an individual or member. 

S ection 4. For the purpose of allY investigation or nny hearing­
of any compla int against any member of the Corporation, madc 01' 

held in accordance with the Co<.le of Procedure, auy local Business 
Conduct Committee, nny District Business Conduct Committee, or 
the Doard of Governors , or any duly authorized member or mem­
bers of any such Committees or Doard, 01' any duly authorized 
a'1'ent 01' a"ents of any such Committees or Board shall have the 
right (1) ;0 recluire such member of the Corporation to submit a 
report in writing with regard to any matter involved in any such 
investigation or hearing, and (2 ) to investigate the books, records 
and accounts of any !o;uch member of the Corporation with relation 
1.0 any matter involved in any such investigation or hearing. Any 
refu sal on the part of any such member of the C01'poration to make 
any report as required in this Section, or to permit any inspection 
of books, records and accounts as may be validly called for under 
this Section, shall be sufficient cause for suspending or canceling 
the mC'Ulbership of SHell member in the Corporation. 

S ect ion 5. For the purpose of determining' whether it shou ld 
file a compaint against any member of the Corporal ion pllrsuaut 
to Section 3 of this Article , any District Business Conduct Com­
mittee, or any duly authorized Local Business Conduct Committee, 
or any duly authorized member or membcrs of any such Commit­
tees, or any duly authorized agent or agents of any such Com­
mittees, shall have the right (1) to require such member of the 
Corporation to submit a report in writing with regard to any mat­
ter invoh'ed in any such investigation, and (2 ) to inspect the books, 
records and accounts of any such member of the Corporation with 
rC'iation to any matter involwd ill any such inves tigation. Any 
refusal 011 the part of snch member of the Corporation to make any 
report as required in this Seetioll , or to ~el'mit any inspection ~f 
books, n 'cords and i\CCOtlllts as may be vahdly called Cor under tillS 
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Section, shall be sufficient cause for suspending 01' canceling fhe 
membership of such member ill the Corporntiou . 

.ru.TICLE V 

Penalties 

Section 1. AllY District Dusiness Conduct. Committee, or t he 
Doard of GoVeI'IlOrS, in the ndminislration and enforcement 01' t.he 
BuI es, lind uftcr compliance with the Code of Procedure, runy (1) 
(:c ll~\lrc any member, (2) impose n fine not in excess of Five I1un­
dl'cd DoJJul's ($500.00) upon any llIcmber, (3) sllspend t. he meJII­
he l'ship of any member for n definite pcriod, ... und/or (4) cancel the 
melllbership of uny member, fol' allY violation of finy of the Uulcs, 
01' fol' any neglecl or l'efusftl to comply with uny ordel's, dircctiolls 
01' decis ions issned by lIlly District Business COlluuct Committee 01' 

by 1 he DOliI'd of Go\'er11ors in the enforcement of the Rules, inclu(l~ 
illg li lly intcrpretative ruling made by the Board of Governors, 
li S flll.)" such Committee or Board, in its discretion, may deem to 
be j ust j pl'uvid(>(l, ho\\"('\,cr, that no such penalty imposed by any 
District Busincss Conduct Committ ce shall taltc effect for sixty 
days lIrter the {late of the notice thereof sent to the ,Complnin~ 

Hilt alld the Respondent, as required by thc Code of Procedurej 
1111(1 }ll"Oddet.l , f'urUlCr, that both parties to any proceeding result~ 
ing ill n penalty shall be deemed to have assented to or to acquiesce 
in th r imposition of such penalty unless any party aggrieved there­
by shnll have made ' application to the Board of Governors for 
I"(, \ ' ;('\\' , PIII'Sl\illlt 10 the Code of Procedure, within thirty days 
a rkl' the flut c of SHch notice. 

Sedioll 2. All fin C's imposed pursuant to Section 1 of this Arti­
t'le .shall be paid to the Treasurer of the COl'poration and shall be 
lI ~cd 1'0(' ge llel'al l!o l'poratc purposcs. 

ARTICLE VI 

The List 

The Secreta l'y of 1 hc Corporation shall furnish every office of 
m'cr", member of the Corporation a list of aU members of the Cor­
pOl'Cllion, and shall <:urrently keep every office of every member 
addsed, by ame'ndmenl s to the list, of all new members and of an 
sl1spetlsions (lnd ca ncela! ions of membership. For t hc purpose of 
complying with Rul e ~5, a member shall be cutitlcd to rely 011 such 
list as last amended. 

•. , ,e 

CODE OF PROCEDURE 
FOR HANDLING TRADE PRACTICE COMPLAINTS 

OF 

NATIONAL ASSOCIATION OF SECURITIES DEALERS, INC. 

Section 1. This Code of Procedure is prescribed for handling 
trude practice complainls in regard to violations of the rules of fair 
practice and the supplemental local rules of fair practice (herein­
after sometimes referred ' to as the II rules") or any amendment, 
modification, interpretation, or explanation thereof, adopted pur· 
suant to Article VII of the By·Laws of the Corporation. 

S ection 2. The fonrteen District Business Conduct Committecs 
of the Corporation and the Board of Governors shaH constitute the 
bodies empowered to hear and pass upon all complaints in regard 
to violations of the Rules. 'rhe District Business Conduct Com· 
miUecs shall have original jurisdiction in handling such complaints 
and the Board of Governors shall act as an appellate and review 
body, all functioning in accordance with the procedure hereinafter 
set forth. 

S eclion 3. In the ordinary course, complaints shall be heard by 
the District Business Conduct Committee of the district in which 
is located the principal office of the Respondent, unless such Re­
spondent, in writing, consents to the complaint bcing heard by 
some other District Business Conduct Committ ce ; provided, how~ 
eveI', that if the act, practice, transaction, 01' omission to act, which 
constitutes the bas is of such complaint., was effected by or through 
any branch officc of s l1ch Respondent, s1leh complaint shall be heard 
by the District Business Conduct Committee of the district in 
which such branch offiee of the Respondent is located, 

For the purpose of proceedings hcreunder , the principal office 
of the Respondent shall be the principal office of such Respondent 
dcsignated in his application for membership. 

S ection 4. All cornplainfs shall be made in writing, on the form 
to be suppl ied by thc Board of Governors, and shall specify in 
l'casonable dctail the nature of the charges aud the rule or rules, 
or any amendment, modification, interpretation or explanation 
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lh(')"('ol', allegedly violated. The p;lrty milking' the compillint !ihull 
be tel'lHed the " Complainant," lind the PH!'!.y ngains!' whom the 
complaint is mnde shl1l1 be termed the uHcspond cnt." If the com­
pJllint cousists of several mutters or it ems, cnch muLI er 01' item shall 
he 81:11('(1 scp:l l'nl cly. All complaints must he sigflet! by the Com­
plainant nnd 1II1lY be direc ted to nny District Bllsiness Conduct 
( 'Ollltnill cC. 

SI'd ioll :i . I f lit e CUHl p] .lill[ is nl t'd \\'ilh a l)j!';ll'i c l 1111.' •• iI1l' 8:'; 

l'ondlll,t COllllllillf' c o f n district olh el' t hlln the district where the 

(,oIllJllnillt. is 10 be hcnnl , liS provid ed in Section a, snch COllllllilt cc 
~ hllli fin;! mal.;c sHch lJ" climinHI'Y illyesti gation wi t h l'cgCll'd to such 
('P llIplail11 li S it Illil y dc'em jll'flct icablc Hnd n cccssnl'Y, and shall thcn 
1'01''''111'<1 t.hc COlllplllinl , logctll cr with il l'cpm'l of it s inycstiga tion, 
if' <111 Y, 10 thl' Disll'l ct. Busincss Condllct Committee enti tlcd to hear 
sll<'h cOl1lplnin t liS provided in Section 3, 

Sl'cliQJI G. 1f the comphlint is fil cd with Ihe Dist ric t Business 
Conduct COJllll\ ilt c(' ('Iltitl<~d to hem' such cOll1phdlli, as provided in 
Sf'l'I iOI1 3, or if i.1 complaint is I'orwtlrctctl to such Committee by 
; lI lOtill' l' Dish'i el Business Conduct ComJUith~e, fl S provided in Sec­
t inll ,-" ~ such Comm ittee shall , on the form to be supplied by the 
Hoard of Gon :! I"lIOI'S, forthwith send notice in writing of t.he receipt 
or sHch (,01l1 pl11illl , together with a copy of such compla int , to the 
H c~pol1dc l1 t , lind shall rcquire the Respondent to answer t hereto. 

,;;" ('ctio/l I . (H) All .1l1swcrs to complaints shall be in writing, 
Oil I hr r01'1tl to be 8upplicd by the Board of Goverllors, and shall 
1)(' Slll)]l1ill ed to the Di t-tl'i et Business Conduct Committ ee within 
1('11 bll s ill (,ss clays from the date of the notice sent to the Respon-
11 ('11 1 ]1111'SII111lt to ScclioJl 6, Hnless sHch District Business Conduct 
('f)lIIrllill('c, in it s dist']'('tiOl I, s hall extend StIch ten-day period. 
:--:1It'1i COll lllli tt cc, upon the !'c{'cipt of t he answer of the Respondellt , 
~ lta H forthw ith, Oll the fo rm to be supplied by the Boa rd of Gov­
(" 1'1101':0; , sC lld not icc ill writi ng of the receipt of such answer, to­
;.!"cl!l(' r with a copy of snch answcr, to t he Complainant" 

( II ) If 11 0 ill1 S\H'r "ha ll be I"eccj\'ed by sueh Commitl ee within the 
1 illl P l'rqllil'ed, suc h Ccmmit lee shaH send a second notice, on the 
/'01" 111 10 be !o'llJlpli('d by t he Board of GoverHOI'S, to such Respoll­
d(, lI l h." rC'g' is t cn 'd mnil. wi th r('tll rn r eceipt requested, requiring 
a ll III1SW('1' wit hi n fiye busiJl f' sS cl ay s from th e elate of !'llch second 
1101 i t'I', 0 1' \\'it hill sHch JOII~C I' period <IS the Committee in its discre­
t ion lIIay dr l(>l' lIIine, ;lJlti sta l illg th at failure of the n espondcnt to 
rl'ply t hereto within :he period specified in sitch second notice, JUay 
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be treated by s ti ch Committec as an admission of the allegations 
o~ tI,lC COIII~) lailit. If no answer is received by sti ch CommiUee 
wJtllln the tllllC I'e<luired by such second not.ice, then the Committee 
may consider the allegations of the complnint as mlmitled by the 
He.polluellt 

Section 8. Upon !he filing of an answer and due notice thereof 
to ~he Complainant, as provided in Section 7 (a), eit her the Com­
pluIJI811t or the Hespondent may request a heat'ing before the Com­
mittee entitled to heal' the compluillt , and ill case such request is 
rllade, a heur-illg shall be grunted, after remlOlluble uotiec to both 
Complaiullllt ami Respondent, In the absence of any such request 
for u hen ring, huwever, such CornlOit.tce lOuy, in its di sC I'ctiol1, have 
uny compla int set down [01' hearing, <Ifter reasonable notice to both 
Complai nunt. !Il1tl Hespofident, if it dcems such action necessa ry or 
appropriate. 

Section 9, rr a hcaring is had pursuant to Section 8, both the 
Complainunt and the Hespondent shall be entitled to be heard in 
person and by counsel and to submit any relevant matter which 
they may uesire to presellt. In any such proceeding a recoru shall 
he kepI. 

Section 10. If an invest igation or hearing is lIeeessary at allY 
place other thall in the district of the Committee receiving the 
compluint or in the district of the Committee entitled to heal' the 
complaint, IlS pl'ovided in Section 3, the Board of Governors, upon 
the request of allY District Business Conduct Committee, may re­
quire such investigation or henrillg to be made or held by such 
other District Business Conduct Committee in such other district 
as the necessities of the particular compla int may require. Any 
such hcarinb"S shall be conducted as nearly as possible iu accordance 
with the procedure herein set forth for regulnr hearings by Dis­
trict Business CondLlct Committees. Any District Business Con­
duct Comm ittee making such an iu\~stigat.ion or holding such a 
Ir earing, shull prepare a report in writing of the facts adducec.l, 
of findings b<l s{'(ll1POll such fact s, and of its recommendution, but 
in any Case where the facts or findin gs are such as not to justi fy a 
recommendation, the report may omit such recommendation, 

Section 11, If any Dist rict Business Cond uct Committee, after 
hearing, or opportunity for hearing, or failure of the Re::;pondent 
to file an answer, ns nereinabove provided, shall be of the opinion 
t.hat a violation as charged in the complaint has occurred, it may 
impose ally penulty against the member provided for in Section 1 
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of Article V or the Hllles, which sHch Committee may, in its dis· 
cretion, deem to be jnst. Any snch deterlllilllltioll by such Com· 
miltee that a mcmbel' :;.;hllll be disciplined shull be in writing and 
shall include (A) n stat ement sctting forth lilly act 0)' pracUce in 
which such member may be found t.o huve engaged, or which such 
mcmher may be found to have omitted, (13) a stutcmcnt setting 
fOI't.h the specific rule or rules of the Corpo rntion of which any 
sHeh net of pl'lieticc, or omission to net, is deemed to be in viola­
lioll, (C) It st.atement whet.her the nets or practices prohibited by 
sHch rille 01' rules, 01' the omi~sioll of n1ly net rcquire<.l. thereby, arc 
Lleemed t.0 c011sti1ut e conduct inconsistent with just and equitable 
prin cipII's of tl'ildc, .mel (D) n stntement setting' forth the penalty 
i1ll P 08P(1. 1 I' sti ch Connniltce, however, shall be of the opinion that 
110 Yiolntioll, ns chargcd in the complaint, Ilns ocenrred, it shall in 
\\Tiling disllIis.<; the complaint. Doth the Complainant and the 
H('spondctlt shall be promptly notified of, and be sent a copy of, 
:111)' wl'itlcn decision rendered hereunder, 

S ecl'ion 12. ]f the Respondent in his answer, or upon hen ring 
held as hereinabove provided, admits the violation as charged, and 
if the District Business Conduct Committee ha ndling such com­
plaint shall be of the opinion that t.he case may properly be dis· 
posed of liS provilled herein, such Committee may, in its discretion, 
willt the COIl~(,lIt of the Complainant, and upon slleh other terms 
and t!ollditiollS liS it lllUj' deem appropriate, accept a statement in 
writillg' from the Hcspondent pledging future observance and eorn~ 
plilllwe, and acceptance of sllch a statement by such Committee and 
compliAnce wit h snch terms and conditions, if any, by such Respon­
dent , shall t.erminate the proceedings with respect to the complaint, 
subj ect', howeycr, to the right of review by the Board of Gover­
nors as hereillaftel' provided. 

Scc lion 13. Each District Business Conduct Committee shall 
Jl romptly not ify the Secretary of the Corporation, on the form to 
be supplied h~r t he Board of Governors, of all complaints received, 
:1IIr1 slIch office )' shall docket fill complaints so reported to him in 
:1 (Iocli: ct. booli: , which s.hall be known us the Complaint Docket. Dis~ 

1l'ict, Busilless Conduct Committees, on the form to be supplied by 
lhe Board of Governors, shall also promptly notify the Secretary 
of' the Corporation of the disposition of every complaint filed, 
which notification shall also be entered in the Complaint Docket. 

S ection 14. If a District Business Cunduct Committee shall take 
all y disciplinary action against allY member, or shall dismiss allY 

.~ .' 
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complaint, or sllnll accept It statement pledging future observance 
and compliance, ns hereinabove provided, such action or dismissal 
or acceptance of such statement shall be subject to review by the 
Board of Governors \)n its own motion within sixty days after the 
date of the notice required by Section 11 hereof or within sixty 
days after thc date of the acceptance of a statement under Section 
12 hereof. Any such action or dismissal shall also be subject to 
rcview upon application by llny person nggrieved thereby, filed 
within thirty days after the date of the notice required by Section 
11 hereof, Application to the Board of Governors for review, or 
the institutioll of review by the Bon1'(1 of Governors on its own 
motion, shall operate 88 n stay of any such net ion or dismissal or 
acceptance of n statement, until 8 dccision is rendercd by the 
Bonru of Governors upon such review 8S hereinafter proviued. 

Section 15. (a) In any proceeding to review any disciplinary 
action taken by a District Business Conduct Comm ittee ngainst any 
member, if the Board of Governors after appropriate notice and 
opportunity for hearing. upon consideration of the record before 

·such District Busines.:; Conduct Committee, and of such other evi­
dence as it. may deem relevant, shall (A) find that such member 
hus engagcd in such acts or praetiees, or has omitted such act, as 
I he District Business Conduct Committee has found him to have 
engaged in 01' omitted, and (B) shall determine that such ncts or 
practices or omission to act, nre in violation of such rules of the 
Corporation as have been dcsignated in the determination of the 
District Business Conduct Committee, the Board of Governors, 
shall, in writing, affirm the determination of such District Business 
Conduct Committee, unless it appears to the Board of Governors­
that such determination should be modified in accordance with 
clause (b) of this section, If it appears to the Board of Governors 
that the evidence does not warrant the finding required in clause 
(A) or if the Board of Governors shall detennine that snch acts or 
practices as are found to have been engaged in are not prohibited 
by thc designated rule or rules of the Corporation, or that such act 
as is fOlmd to ha\'e been omitted is not required by such designated 
rule or rules, the Board of Governors shall, in writing, reverse the 
netion taken by such District Business Conduct Committee, 

(b) In any proceeding to review any' disciplinary action taken 
by a District Business Conduct Committee against any member, 
if the Board of Governors, nfter appropriate notice and oppor­
tunity for hearing, upon consideration of the record before such 
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nistl'ici 13l1sincs.<; COIl<illd Committee, lind of stich olhe' I' cvidt'lI cC 

as it HUl,)' deem l'clcnllll , fimls lhHt lilly (lisciplillul',Y IH:livll tuketl 
by sHch District Business Conduct COlllmittee ngllillst lilly member 
is illlldc(JlHltc, cxc('ss ivc or oppressive, the Bounl of Goverllol's 
shall , ill wril ill ~, illcl'ca!'c, rcdu cc, modify or callcel such c.liscipli­
IW l'y act ion. 

Section 16. III nlly proceeding to review the action of It District 
fiu sillcss Comhld COlllmittee in dismissing !lily complaint against 
11 1IIember, or ill llCCCplillg IIny statCIl1ClIt pledging' future oLsel'v­
:lIICC lind COl1lplian ce, if the Board of GoVeI'1I0I'S, IIft cl' ll}1))I'Opl'iatc 
1101 icc nnd opport.unity fol' hearing, upon cOllsidcmtioll of the l'ec­
ord befoJ'e the Disl1'iet Busin ess Conduct Committ.ee 1\11<1 of such 
0111 (' 1' cyid cl1 cC IlS it 1ll1I)' dC(>1ll relevant, shall determine thut the 
Il\t'III!JCI' should 1lC1\'C bcell disciplined, it may set aside the action 
1:1li:f' 1I hy llH' Disll'i t:l Business Conduct Committee nlHl may im_ 
pose <I lly penalt y upon the membcr provided for i ll Section 1 of 
At'licIe V of the Hules of FHir Practice, which the Board of Gov­
Crl lO l'S nIH y , ill it s discretion, decm to be just; provided, however, 
Iha t. all)' snch detel'mination shall illel~de (A ) a stutement setting 
fort h nlly 'Iet or PI'Hct icc in which such member may be found to 
hu ye enga ged, 0 1' which such member may bc found to have omitted, 
( B) n stat.ement sett ing' forth the specific rule or rules of tbe COI'­
p 0 1'1I1 i0 11 of which any such act or practice, or omission to act, is 
dcemcd 10 be ill yiol<ltioJl, (C) a statement whether the acts or 
pl'Hel ices prohibit ed by such rule or rules, or the omission of any 
ilct rcquired thereby, aJ'c deemed to constitute conduct inconsis­
te ll t with just and equi table principles of trade, and (D) a state­
mellt sctting fo ri 11 the pellalty imposed, If the Board of Govern­
ors, <:J i' tC l' appropria te notice and opportunity for hearing, and 
upon t:ollsidel'at ion of the record before the District Business Con­
duct COlllmitt ee .. lIId of such other evidence as it may deem rele­
\,Hll t, shall be of Ihe opinion that the mcmbcr should not have been 
d isc ipli lh'<i , it shall ill writiug affirm the action taken by thc Dis­
I ri c:: l Bus ill(.'ss Conduct COlllmittee. 

Section 17. ]JI any proceeding to review any disciplinary action 
I<lkcll hy H District Business Conduct Committee against any mem­
ber. or i lt any proceedillg to review any dismissal of a complaint 
0 1' 11 ltY acceptullcc of a statement pl edging future observance and 
compli ll ll ce, by a ll." Di strict Business Conduct Committee, if the 
Boa rd of Go\'eI'lIOI'S, upon cOllsidel'ation of the record before auy 
~Ht'll Dist I'i ct Busilless Conduct Committee, and of such other evi-
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dencc 8S it may deem relevant shall be of the opinion that such 
action ifoC nccessflry 01' appropriate, it may, in writing, remund uny 
such CliNe to the appruprinte District Busincss Conduct Committee 
for furth er pl'oeeeuiJlgs in accordnnce with it.s oruer, 

S eclio" 18. Both the Complainant lind the Respondent sball be 
promptly notified of, and be sent n copy of, any written decision 
rendered by the Board of Governors uncleI' Sections 15, 16 or 17 
hereof. 

Section 19. In any case where either the Complainant or the 
Hespon<.iCllt feels aggrievcd by nny disciplinul'Y action tal:.:cn or 
npprovcd by the B'lard of Governors agaillst any Respondent, 
either the Complainant or the Respondent may make application 
for review to the Securit ies alltl Exchnnge Commission in accor­
dance with S('clion 1;,A of the Securit.ies Exchange Act of 1934, 
fiR nmended. 

Section 20. J n all cases where n District Business Conduct Com­
mittee acccpts a statement pledging future observauce and com­
pliance, it shall be the duty of such District Business Conduct 
Committee to investigate later and determine whether all terms and 
conditions have been satisfied and whether compliance hus been 
nctually effected. 

Section 21. (a ) In conducting any investigation regarding any 
complaint or in holding any hearing in regard thereto, the Board 
of Governors 01' any District Business Conduct Committee may 
act, by one or mOl'e of its members designated for the purpose by 
its Chnirman, but in any such event any determination shall be 
submitted to the full Board or Committr-e for final action, 

(b) Any District Business Couduct Committre may also refer 
any complaint which it is entitled to hear under ' Section 3, to a 
Local Business Conduct Committee in its district for juvestigatiop. 
or hearing if the District Business Conduct Committee, in its dis­
cretion, is of the opinion that such reference is appropriate in view 
of the nature of the complaint, the location of the office of the Re­
spondent cOJDplain~d of, and the location of the members of such 
Local Business Conduct Committee. In conducting any investiga­
tion or hearing 011 any such complaint, a Local Business Conduct 
Committee shall ('onlorm as nearly as practicable to the procedure 
provided herein for District Business Conduct Committees; pro­
vided however, that any determination of any such Local Busi­
Hess Conduct. Committee shall be submitted to the District Eusi­
Hess Conduct Committee for final a~tion, 
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(c) In conducting any invesUgat ion 01" in holding allY hClll:ing 
ill rega J'(1 to nny complnillt referred to it pUl'snull i to sub·scction 
( b ) of t. his Scction, a Local Business Conduct COlllmittee mny net 
uy OIl C or more of its members dcsignnlcd for the purpose by the 
Chail'nll\n of such Committee, but ill nny such event lilly dctcl'uli· 
Ilulioll shull be submi tted to the full COlllmittee 1'01' fili a l !lct ioll . 

(d ) District Business Conduct COJIIlllitt.ccs unci the Uoard of 
Go\'e rnors IIw y take final action 0 11 n complaint ollly 0 11 u majority 
vo te of IIny stI ch COUlmi ttee or Board. 

Sed/on 22. No member of 1he Board of Goverllors 01' or nllY 
District 13m-duess Conduct. Committ ee 01' o f /lily l ... oonl Bus iness 
Cond uct COlllmitt ee shaU ill /Illy IIHII1IlCI' , (lil'cctly 01' indirectly, 
p'll'ti cipntc in the detcl'minat.ion of any compl a int affect ing his 
illt (, I ·C ~t. 01' the intc l'~sts of any pCl'son j n whom he is directly or 
ind il'cctly int ercstcd . I n any case wherc such an in tc rest is in­
vo lved . th c pal'ti culill' mcmbcr shall disqualify hi mself, or shall be 
d islIlwli(ied by the Cllilil'lI1UII of nny such BOelrd Ot' Commit tee. 

SU'lion 23. Xo cOIl1l1lunicat ion from auy pe l'soll Or <lily membcr 
a dtll'('~scl1 to UlIY District Business Conduct Committee with re­
sped 10 01' involv ing' any grienmcc against tiny member, sha ll be 
d (,(,lI u'd to be H privileged commun ication and a llY such communi­
t;: l t iOIl Ilwy he denl t wi th by said Committee as it may deem just 
HlId prop er under the circumstances. 

$rc /ioll 24, All records of Local Business Conduct Committees, 
of Dis trict Busincss Conduct Committees and of t he Bon l'd of Gov­
(' I'IlOI'I'i, IIHvin g' to do with complain t.s, shall be opened to inspection 
Ly lilly duJ y <.l1I t.horizcd HgCllt of the SeclIrities and E xc hl.111 ge Com­
w issio ll . 

Sa /ioll 25. 1\othillg cQntniJlcd in this Code of P roccdure lIor in 
<III." 1I111e lHl lllent hercto shall bc l'o llst l'u ed liS limiti ng nny rule of 
f:l i I' IlI'il et ic'c of t hc COl'pornl ion. 

Scdion 26. This Code of Procedu re Jllay bc a ltcred, amended, 
Illodi (kd , 01' cnnceled hy a majority vote of the Board of Govern­
o rs, lInl ('ss such alterat ion, amendment, modificat iou, or cancela tion 
is disapp l'o"ed by the Securities and E xchange Commission as pro­

\' ided in Sect ioll 15A of the SecliriJies E xcha nge Act of 1934, as 
:llllcnded . 


