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3 15 U.S.C. Sec. 78o–3.

order to make the numbering scheme of
the By-Laws internally consistent, using
the method employed throughout the
rules in the proposed Manual revision
wherein subdivisions follow the format
of (a)(1)(A)(i), the subsection numbers in
lower-case Roman numerals have been
replaced with Arabic numerals. In
Section 7(b), the reference to
‘‘subsections (1) through (5) of Section
3(b)’’ is incorrect, as there are no longer
such subsections. These provisions were
replaced by Section 4(b) in 1990, but the
cross reference was inadvertently left
unchanged at that time. In Section 7(c),
the reference to Section 8 of Article III
should have been changed to Section 9
when those sections were renumbered
in 1992. The proposed changes to
Section 8 are related to the renumbering
of subsections in Section 4 to conform
to the standard numbering scheme.

The proposed changes to Article VIII,
Section 4, and Article IX, Section 3,
correct the same erroneous cross
reference described previously under
Article VII, Section 7(c). The changes
are not related to the Manual revision
project and will be implemented upon
Commission approval.

The change to Article XII, Section 1,
reflects the new terminology of ‘‘Rules’’
rather than ‘‘Rules of Fair Practice’’ that
will be used in the Manual the revision.

The proposed amendment to Article
XVII, Section 1, would provide latitude
for the Board to approve minor changes
to spelling or numbering in the By-Laws
in order to correct errors or to conform
to the renumbering of Rules referred to
in the By-Laws, without the necessity of
a membership vote. Such changes
would continue to be called to the
attention of members through the
regular CH Report Letters updating the
looseleaf Manuals.
* * * * *

Rules of Fair Practice
The amendments to Article I, Sections

1 and 5 reflect the change in
terminology from ‘‘Rules of Fair
Practice’’ to ‘‘Rules’’ as described above.
These introductory provisions to the
Rules of Fair Practice will be placed at
the beginning of the entire set of Rules
in the Manual revision. The Rules will
then include not only the former Rules
of Fair Practice, but also all other rules
and codes of the NASD, by whatever
name they may now be known. At that
time, the Rules will no longer be
divided into Articles, and the reference
to ‘‘Article III’’ will be deleted. Also in
Section 1, a superfluous word ‘‘the’’ has
been deleted. In Section 2, a reference
to the process for setting the effective
date of Rules is proposed to be changed
to clarify that the relevant provision is

in Article XII, not VII, of the By-Laws.
In Section 5, paragraph (c), the term
‘‘rules’’ (of the Corporation) has been
substituted for the longer list of
provisions imposing obligations upon
members, because, as defined in Article
I, Section (o) of the By-Laws (to be
relettered as Section (s) in this filing),
the term ‘‘rules for the Corporation’’
includes all such provisions. In
addition, a hyphen has been inserted in
the word ‘‘nonmember’’ to conform to
usage elsewhere in the Rules.

InArticle II, Section 1(d), the reference
to ‘‘Rules of Fair Practice’’ has been
shortened to ‘‘Rules’’ in connection with
the Manual revision, as described
previously. In Section 1(e), the reference
to the Code of Procedure has been
amended to refer to the new portion of
the Rules in which the Code will be
found, and to correct an obsolete
reference to the former name of the
Code. The Board’s authority to
promulgate any type of rule is already
stated in Section 1(d) above, and need
not be repeated in Section 1(e). The
proposed rule change would insert the
new term ‘‘Rules’’ throughout the NASD
Manual wherever the term ‘‘Rules of
Fair Practice’’ is currently used. The
new terminology and references to new
Rule numbers will not be added to the
Manual until the Rules are renumbered
in connection with the Manual revision
project.

In Article III, the title ‘‘Rules of Fair
Practice’’ is proposed to be shortened to
‘‘Rules,’’ as described above. In Section
44, the provision allowing the Board to
amend the Filing Requirements
paragraph of the Corporate Financing
Rule is no longer necessary in light of
the recent amendments to Article VII
and XII of the By-Laws, which allow the
Board to amend any Rules of the NASD.
It is, therefore, proposed to be deleted
at this time. The previous amendments
were contained in SR-NASD–93–48,
which was approved by the Commission
on March 8, 1994.

In Article IV, Section 1, references to
the Certificate of Incorporation, By-
Laws, Rules of Fair Practice and Code of
Procedure have been changed to ‘‘rules
of the Corporation,’’ as that term is
defined in Article I, Section (o) of the
By-Laws (to be relettered as Section(s)
in this filing). In Sections 2, 3 and 4, the
new terminology for Rules has been
inserted. In Article IV, Sections 2, 3, 4,
and 5; and Article V, Section 1, the term
‘‘Code of Procedure’’ has been retained
for ease of recognition by members, but
reference is also included to the
proposed new Rule number series for
the Code (to be inserted at a later date)
so that it can easily be found in the
Manual. The new Rule number will not

be used in the Manual until the Code of
Procedure has been renumbered.

(b) The NASD believes that the
proposed rule change is consistent with
the provisions of Section 15A(b)(6) of
the Act,3 in that the proposed rule
change does not alter the substance of
the NASD’s By-Laws or Rules of Fair
Practice; rather the proposed rule
changes simplifies the terminology used
for rules and corrects inadvertent errors
and omissions. Making the NASD’s
Manual easier to use enhances the
protection of investors and the public
interest.

B. Self-Regulatory Organization’s
Statement on Burden on Competition

The Association does not believe that
the proposed rule change will result in
any burden on competition that is not
necessary or appropriate in furtherance
of the purposes of the Act, as amended.

C. Self-Regulatory Organization’s
Statement on Comments on the
Proposed Rule Change Received From
Members, Participants, or Others

No comments were solicited or
received by the NASD.

III. Date of Effectiveness of the
Proposed Rule Change and Timing for
Commission Action

Within 35 days of the date of
publication of this notice in the Federal
Register or within such longer period (i)
as the Commission may designate up to
90 days of such date if it finds such
longer period to be appropriate and
publishes its reasons for so finding or
(ii) as to which the self-regulatory
organization consents, the Commission
will:

A. by order approve such proposed
rule change, or

B. institute proceedings to determine
whether the proposed rule change
should be disapproved.

IV. Solicitation of Comments

Interested person are invited to
submit written data, views, and
arguments concerning the foregoing.
Persons making written submissions
should file six copies thereof with the
Secretary, Securities and Exchange
Commission, 450 Fifth Street, N.W.,
Washington, D.C. 20549. Copies of the
submission, all subsequent
amendments, all written statements
with respect to the proposed rule
change that are filed with the
Commission, and all written
communications relating to the
proposed rule change between the
Commission and any person, other than


