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10000. Code of Arbitration Procedure
10100. Administrative Provisions
IM-10100. Failure to Act Under Provisions of Code of
Arbitration Procedure

It may be deemed conduct inconsistent with just and equitable principles of trade and a violation of
Rule 2110 for a member or a person associated with a member to:

(a) fail to submit a dispute for arbitration under the NASD Code of Arbitration Procedure as
required by that Code;

(b) fail to comply with any injunctive order issued pursuant to Rule 10335;

(c) fail to appear or to produce any document in his possession or control as directed
pursuant to provisions of the NASD Code of Arbitration Procedure;

(d) fail to honor an award, or comply with a written and executed settlement agreement,
obtained in connection with an arbitration submitted for disposition pursuant to the procedures
specified by the National Association of Securities Dealers, Inc., the New York, American, Boston,
Cincinnati, Chicago, or Philadelphia Stock Exchanges, the Pacific Exchange, Inc., the Chicago
Board Options Exchange, the Municipal Securities Rulemaking Board, or pursuant to the rules
applicable to the arbitration of disputes before the American Arbitration Association or other dispute
resolution forum selected by the parties where timely motion has not been made to vacate or
modify such award pursuant to applicable law; or

(e) fail to comply with a written and executed settlement agreement, obtained in connection
with a mediation submitted for disposition pursuant to the procedures specified by the National
Association of Securities Dealers, Inc.

All awards shall be honored by a cash payment to the prevailing party of the exact dollar
amount stated in the award. Awards may not be honored by crediting the prevailing party's account
with the dollar amount of the award, unless authorized by the express terms of the award or
consented to in writing by the parties. Awards shall be honored upon receipt thereof, or within such
other time period as may be prescribed by the award.

Action by members requiring associated persons to waive the arbitration of disputes
contrary to the provisions of the Code of Arbitration Procedure shall constitute conduct that is
inconsistent with just and equitable principles of trade and a violation of Rule 2110.



Amended by SR-NASD-2005-070 eff. June 13, 2005.
Amended by SR-NASD-2004-126 eff. September 30, 2004 (extending the effectiveness of paragraph (f) to March 31,
2005).

Amended by SR-NASD-2004-40 eff. March 31, 2004.
Amended by SR-NASD-2003-153 eff. Oct. 6, 2003.
Amended by SR-NASD-2003-106 eff. July 14, 2003.
Amended by SR-NASD-2003-64 eff. March 31, 2003.
Amended by SR-NASD-2002-126 eff. September 30, 2002.
Amended by SR-NASD-99-19 eff. May 17, 1999.

Amended by SR-NASD-93-38 eff. Jan. 3, 1996.

Amended by SR-NASD-95-20 eff. Oct. 2, 1995.

Amended by SR-NASD-90-62 eff. May 7, 1991.

Amended by SR-NASD-90-03 eff. June 18, 1990.
Amended July 1, 1987.

Adopted eff. May 1, 1973.

Selected Notices to Members: 95-76, 02-68.

10101. Matters Eligible for Submission

This Code of Arbitration Procedure is prescribed and adopted pursuant to Article VII, Section
1(a)(iv) of the By-Laws of the Association for the arbitration of any dispute, claim, or controversy
arising out of or in connection with the business of any member of the Association, or arising out of
the employment or termination of employment of associated person(s) with any member, with the
exception of disputes involving the insurance business of any member which is also an insurance
company:

(a) between or among members;
(b) between or among members and associated persons;

(c) between or among members or associated persons and public customers, or others;
and

(d) between or among members, registered clearing agencies with which the Association
has entered into an agreement to utilize the Association's arbitration facilities and procedures, and
participants, pledgees, or other persons using the facilities of a registered clearing agency, as
these terms are defined under the rules of such a registered clearing agency.

Amended by SR-NASD-98-86 eff. Nov. 19, 1998.
Amended eff. May 7, 1991 and Oct. 1, 1993.

Selected Notice to Members: 93-64.

10102. National Arbitration and Mediation Committee

(a) The NASD Dispute Resolution Board of Directors, following the annual election of its members
by the NASD Board of Governors, shall appoint a National Arbitration and Mediation Committee of
such size and composition, including representation from the public at large, as it shall deem
appropriate and in the public interest. The Chairman of the Committee shall be named by the
Chairman of the NASD Dispute Resolution Board. The said Committee shall establish and maintain
rosters of neutrals composed of persons from within and without the securities industry.

(b) The Committee shall have the authority to recommend to the NASD Dispute Resolution
Board appropriate Rules, regulations, and procedures to govern the conduct of all arbitration
matters, mediation, and other dispute resolution, mediation, and other dispute resolution before the
Association. All Rules, regulations, and procedures and amendments thereto presented by the
Committee must be by a majority vote of all the members of the said Committee. It also shall have
such other power and authority as is necessary to effectuate the purposes of this Code.



(c) The Committee shall meet at least once each year and at such other times as are
deemed necessary by the Committee.

Amended by SR-NASD-99-21 eff. July 9, 2000.
Amended by SR-NASD-98-48 eff. Nov. 17, 1998.
Amended by SR-NASD-94-77 eff. Feb. 8, 1995.

Selected Notices to Members: 98-90.

10103. Director of Arbitration

The Board of Governors of the Association shall appoint a Director of Arbitration (Director) who
shall be charged with the performance of all administrative duties and functions in connection with
matters submitted for arbitration pursuant to this Code. The Director shall be directly responsible to
the National Arbitration and Mediation Committee and shall report to it at periodic intervals
established by the Committee and at such other times as called upon by the Committee to do so.
The duties and functions of the Director may be delegated by the Director, as appropriate. In the
event of the incapacitation, resignation, removal, or other permanent or indefinite inability of the
Director to perform the duties and responsibilities of the Director, the President or an Executive
Vice President of the Association may appoint an interim Director.

Amended by SR-NASD-98-48 eff. Nov. 17, 1998.
Amended by SR-NASD-94-77 eff. Feb. 8, 1995.

Selected Notices to Members: 98-90.

10104. Composition and Appointment of Panels

Except as otherwise specifically provided in Rule 10308, the Director shall compose and appoint
panels of arbitrators from the existing pool of arbitrators of the Association to conduct the arbitration
of any matter which shall be eligible for submission under this Code.

Amended by SR-NASD-98-48 eff. Nov. 17, 1998.

Selected Notices to Members: 98-90.

IM-10104. Arbitrators' Honorarium
This version is valid from Sep 26 2005 through Apr 1 2007.

(a) All persons selected to serve as arbitrators pursuant to the Association's Code of
Arbitration Procedure shall be paid an honorarium for each hearing session (including a prehearing
conference) in which they participate.

(b) The honorarium shall be $200 for each hearing session and $75 per day additional
honorarium to the chairperson of the panel. The honorarium for a case not requiring a hearing shall
be $125.

(c) The honorarium for travel to a canceled hearing session shall be $50. If a hearing
session other than a prehearing conference is adjourned pursuant to Rule 10319(d), each arbitrator
shall receive an additional honorarium of $100.

(d) The Director may authorize a higher or additional honorarium for the use of a foreign
hearing location.

(e) Payment for Deciding Discovery-Related Motions Without a Hearing Session



(1) NASD will pay each arbitrator an honorarium of $200 to decide a discovery-related
motion without a hearing session. This paragraph does not apply to cases administered under
Rules 10203 and 10302.

(2) For purposes of paragraph (e)(1), a discovery-related motion and any replies or other
correspondence relating to the motion shall be considered to be a single motion.

(3) The panel will allocate the cost of the honoraria under paragraph (e)(1) to the parties
pursuant to Rules 10205(c) and 10332(c).

Amended by SR-NASD-2005-052 eff. Sept. 26, 2005.
Amended by SR-NASD-2004-042 eff. June 6, 2005.
Amended by SR-NASD-2003-164 eff. Aug. 16, 2004.
Amended by SR-NASD-99-23 eff. March 18, 1999.
Amended by SR-NASD-97-79 eff. March 18, 1999.
Amended eff. May 30, 1980; Feb. 8, 1982; Jan. 14, 1987.
Adopted eff. June 14, 1977.

Selected Notice to Members: 99-23, 04-53, 05-35, 05-55.

10105. Non-Waiver of Association Objects and Purposes

The submission of any matter to arbitration under this Code shall in no way limit or preclude any
right, action or determination by the Association which it would otherwise be authorized to adopt,
administer or enforce. If any matter comes to the attention of an arbitrator during and in connection
with the arbitrator's participation in a proceeding, either from the record of the proceeding or from
material or communications related to the proceeding, that the arbitrator has reason to believe may
constitute a violation of the Association's Rules or the federal securities laws, the arbitrator may
initiate a referral of the matter to the Association for disciplinary investigation; provided, however,
that any such referral should only be initiated by an arbitrator after the matter before him has been
settled or otherwise disposed of, or after an award finally disposing of the matter has been
rendered pursuant to Rule 10330 of the Code.

Amended by SR-NASD-93-75 eff. Aug. 15, 1994.

10106. Legal Proceedings

No party shall, during the arbitration of any matter, prosecute or commence any suit, action, or
proceeding against any other party touching upon any of the matters referred to arbitration
pursuant to this Code.

Selected Notices to Members: 84-71, 94-61.

10200. Industry and Clearing Controversies
10201. Required Submission

(a) Except as provided in paragraph (b) or Rule 10216, a dispute, claim, or controversy eligible for
submission under the Rule 10100 Series between or among members and/or associated persons,
and/or certain others, arising in connection with the business of such member(s) or in connection

with the activities of such associated person(s), or arising out of the employment or termination of
employment of such associated person(s) with such member, shall be arbitrated under this Code,
at the instance of:

(1) a member against another member;



(2) a member against a person associated with a member or a person associated with a
member against a member; and

(3) a person associated with a member against a person associated with a member.

(b) A claim alleging employment discrimination, including a sexual harassment claim, in
violation of a statute is not required to be arbitrated. Such a claim may be arbitrated only if the
parties have agreed to arbitrate it, either before or after the dispute arose.

(c) Any dispute, claim or controversy involving an act or failure to act by a clearing member;
a registered clearing agency; or participants, pledgees, or other persons using the facilities of a
registered clearing agency, under the rules of any registered clearing agency with which the
Association has entered into an agreement to utilize the Association's arbitration facilities and
procedures shall be arbitrated in accordance with such agreement and the rules of such registered
clearing agency.

Amended by SR-NASD-99-08 eff. Jan. 18, 2000.
Amended by SR-NASD-97-77 eff. Jan. 1, 1999.
Amended eff. Oct. 1, 1993.

Selected Notice to Members: 99-96, 98-56.

10202. Composition of Panels

(a) In disputes subject to arbitration that arise out of the employment or termination of employment
of an associated person, and that relate exclusively to disputes involving employment contracts,
promissory notes or receipt of commissions, the panel of arbitrators shall be appointed as provided
by paragraph (b)(1) or (2) or Rule 10203, whichever is applicable. In all other disputes arising out of
the employment or termination of employment of an associated person, the panel of arbitrators
shall be appointed as provided by Rule 10212, 10302 or 10308, whichever is applicable.

(b)(1) Composition of Arbitration Panel
(A) Claims of $50,000 or Less

If the amount of a claim is $50,000 or less, the Director shall appoint an arbitration panel
composed of one non-public arbitrator, unless the parties agree to the appointment of a public
arbitrator.

(i) If the amount of a claim is $25,000 or less and an arbitrator appointed to the case
requests that a panel of three arbitrators be appointed, the Director shall appoint an arbitration
panel composed of three non-public arbitrators, unless the parties agree to a different panel
composition.

(ii) If the amount of a claim is greater than $25,000 and not more than $50,000 and a party
in its initial filing or an arbitrator appointed to the case requests that a panel of three arbitrators be
appointed, the Director shall appoint an arbitration panel composed of three non-public arbitrators,
unless the parties agree to a different panel composition.

(B) Claims of More than $50,000

If the amount of a claim is more than $50,000, the Director shall appoint an arbitration panel
composed of three non-public arbitrators, unless the parties agree to a different panel composition.

(2) Except as otherwise provided in paragraph (a), in all arbitration matters between or
among members and/or persons associated with members and where the amount in controversy



exceeds $50,000, exclusive of attendant costs and interest, a panel shall consist of three
arbitrators, all of whom shall be non-public arbitrators.

(c) In proceedings relating to injunctions under Rule 10335, the provisions of Rule 10335
shall supersede the provisions of this Rule.

(d) Except as otherwise provided in this Rule or Rule 10203, the provisions of Rule 10308
shall apply to intra-industry disputes.

Amended by SR-NASD-99-08 eff. Jan. 18, 2000.
Amended by SR-NASD-98-64 eff. Nov. 17, 1998.
Amended by SR-NASD-97-22 eff. Nov. 17, 1998.
Amended eff. May 10, 1989 and Oct. 1, 1993.

Selected Notices to Members: 93-64; 98-90; 99-96.

10203. Simplified Industry Arbitration

(a) Any dispute, claim, or controversy arising between or among members or associated persons
submitted to arbitration under this Code involving a dollar amount not exceeding $25,000, exclusive
of attendant costs and interest, shall be resolved by an arbitration panel constituted pursuant to the
provisions of subparagraph (1) hereof solely upon the pleadings and documentary evidence filed by
the parties, unless one of the parties to the proceeding files with the Office of the Director of
Arbitration within ten (10) business days following the filing of the last pleading a request for a
hearing of the matter.

(1) In any proceeding pursuant to this Rule, an arbitration panel shall consist of a single
non-public arbitrator.

(2) Notwithstanding the provisions of this Rule, any member of an arbitration panel
constituted pursuant to this Rule shall be authorized to request the submission of further
documentary evidence in a proceeding and any such panel may by majority vote call and conduct a
hearing if such is deemed to be necessary.

(b) All awards rendered in proceedings pursuant to paragraph (a) hereof shall be made
within thirty (30) business days from the date the arbitrators review all of the written statements,
documents and other evidentiary material filed by the parties and have declared the matter closed.

Amended by SR-NASD-98-64 eff. Nov. 17, 1998.
Amended by SR-NASD-97-22 eff. Nov. 17, 1998.
Amended eff. May 10, 1989.

Selected Notice to Members: 98-90.

10204. Applicability of Uniform Code

Except as otherwise provided in the Rule 10200 Series, the Rules and procedures applicable to
arbitrations concerning industry and clearing controversies shall be those set forth hereinafter
under the Rule 10300 Series.

10205. Schedule of Fees for Industry and Clearing
Controversies

(a) At the time of filing a Claim, Counterclaim, Third-Party Claim, or Cross-Claim in an industry or
clearing controversy which is required to be submitted to arbitration before the Association as set
forth in Rule 10201, above, a party who is a member shall pay a non-refundable filing fee and shall
remit a hearing session deposit to the Association in the amounts stated in paragraph (k) unless



such fee or deposit is specifically waived by the Director of Arbitration. A party who is an associated
person shall pay a non-refundable filing fee and shall pay a hearing session deposit in the amounts
specified for customer claimants in Rule 10332. If the associated person is a joint claimant with a
member, the member shall pay a non-refundable filing fee and shall pay a hearing session deposit
in the amounts specified in paragraph (k) of this Rule. Where multiple hearing sessions are
required, the arbitrator(s) may require any of the parties to make additional hearing deposits for
each additional hearing session. In no event shall the amount deposited by all parties per hearing
session exceed the amount of the largest initial hearing deposit made by any party under
paragraph (k) below.

(b) A hearing session is any meeting between the parties and the arbitrator(s), including a
pre-hearing conference with an arbitrator, which lasts four (4) hours or less. The forum fee for a
pre-hearing conference with an arbitrator shall be the amount set forth in paragraph (k) below as a
hearing session deposit for a hearing with a single arbitrator.

(c) The arbitrators, in their award, shall determine the amount chargeable to the parties as
forum fees and shall determine who shall pay such forum fees. Forum fees chargeable to the
parties shall be assessed on a per hearing session basis and the aggregate for each hearing
session may equal but shall not exceed the amount of the largest initial hearing deposit deposited
by any party, except in a case where claims have been joined subsequent to filing in which case
hearing session fees shall be computed as provided in paragraph (d). The arbitrator(s) may
determine in the award that a party shall reimburse to another party any non-refundable filing fee it
has paid. Amounts deposited by a party shall be applied against forum fees, if any. In addition to
forum fees, the arbitrator(s) may determine in the award the amount of costs incurred pursuant to
Rules 10319, 10321, 10322, and 10326 and, unless applicable law directs otherwise, other costs
and expenses of the parties and arbitrator(s) which are within the scope of the agreement of the
parties. The arbitrator(s) shall determine by whom such costs shall be borne. If the hearing session
fees are not assessed against a party who had made a hearing deposit, the hearing deposit will be
refunded unless the arbitrators determine otherwise.

(d) For claims filed separately which are subsequently joined or consolidated under Rule
10314(d) of this Code, the hearing deposit and forum fees assessable per hearing session after
joinder or consolidation shall be based on the cumulative amount in dispute. The arbitrator(s) shall
determine by whom such fees shall be borne.

(e) If the dispute, claim, or controversy does not involve, disclose, or specify a money claim,
the non-refundable filing fee assessed on a party who is a member shall be $500. If the dispute,
claim, or controversy does not involve, disclose, or specify a money claim, the hearing session
deposit to be remitted by a party shall be $1000. These amounts may be adjusted by the Director
of Arbitration or the panel of arbitrators may require the maximum amount specified in the
schedule.

(f) The Association shall retain the total initial amount deposited as hearing session
deposits by all the parties in any matter submitted and settled or withdrawn within eight business
days of the first scheduled hearing session other than a pre-hearing conference.

(g9) Any matter submitted and thereafter settled or withdrawn subsequent to the
commencement of the first hearing session, including a pre-hearing conference with an arbitrator,
shall be subject to an assessment of forum fees and costs incurred pursuant to Rules 10319,
10321, 10322, and 10326 based on hearing sessions held and scheduled within eight business
days after the Association receives notice that the matter has been settled or withdrawn. The
arbitrator(s) shall determine by whom such fees and costs shall be borne.

(h) In each industry or clearing controversy which is required to be submitted to arbitration
before the Association as set forth in Rule 10201, above, where interim injunctive relief is
requested or where a court has issued a temporary injunction and a party requests expedited
proceedings, a total non-refundable surcharge of $2,500 shall be paid by the party or parties
requesting the expedited proceedings as provided in Rule 10335. For purposes of this Rule, where
expedited proceedings are mandated by Rule 10335(qg), the party that sought and was granted
injunctive relief by a court shall be deemed a party requesting expedited proceedings. These



surcharge fees shall be in addition to all other non-refundable filing fees, hearing deposits, or costs
which may be required. The arbitrator may determine that a party shall reimburse another party for
any non-refundable surcharge it has paid.

(i) Reserved
(j) Reserved

(k) Schedule of Fees

Schedule of Fees

Hearing Session Deposit

Amount in Dispute Claim Filing Fee Deposit for One Arbitrator* Three
Cases to be Arbitrators®
(Exclusive of Interest and Expenses) %e:ggfcéggotrze
$.01-$1,000 $ 200 $25 $25 NA
$1,000.01-$2,500 $ 300 $50 $50 NA
$2,500.01-$5,000 $ 400 $125 $125 NA
$5,000.01-$10,000 $ 500 $ 250 $ 250 NA
$10,000.01-$25,000 $ 750 $ 300 $ 450 NA
$25,000.01-$30,000 $1,000 NA $ 450 $ 600
$30,000.01-$50,000 $1,000 NA $ 450 $ 600
$50,000.01-$100,000 $1,000 NA $450° $ 750
$100,000.01-$500,000 $1,000 NA $450° $1,125
$500.000.01-$1,000,000 $1,250 NA $450° $1,200
$1,000,000.01-$5,000,000 $2,000 NA $450° $1,200
$5,000,000.01-$10,000,000.00 $2,500 NA $450° $1,200
Over $10,000,000 $5,000 NA $450° $1,200

! The dispute is resolved by one arbitrator per hearing session, including pre-hearing conferences.
2The dispute is resolved by three arbitrators per hearing session.

% Fee applies only to pre-hearing conferences with a single arbitrator and to disputes resolved by one
arbitrator per hearing session under the Rule 10210 Series.

* Fee applies only to pre-hearing conferences with a single arbitrator.

Amended by SR-NASD-2000-65 eff. Dec. 30, 2000.
Amended by SR-NASD-2000-11 eff. Nov. 1, 2000.
Amended by SR-NASD-99-23 eff. March 18, 1999
Amended by SR-NASD-97-79 eff. March 18, 1999.
Amended by SR-NASD-95-25 eff. Aug. 1, 1995.
Amended by SR-NASD-94-10 eff. May 2, 1995.
Amended by SR-NASD-94-75 eff. Jan. 1, 1995.
Amended by SR-NASD-90-03 eff. June 18, 1990.
Added eff. May 10, 1989.




Selected Notices to Members: 99-23; 99-96.

10210. Statutory Employment Discrimination Claims

The Rule 10210 Series shall apply only to disputes that include a claim alleging employment
discrimination, including a sexual harassment claim, in violation of a statute. The Rule 10210
Series shall supersede any inconsistent Rules contained in this Code.

Adopted by SR-NASD-99-08 eff. Jan. 18, 2000.

Selected Notice to Members: 99-96.

10211. Special Arbitrator Qualifications for
Employment Discrimination Disputes

(@) Minimum Qualifications for All Arbitrators

Only arbitrators classified as public arbitrators as provided in Rule 10308 shall be selected
to consider disputes involving a claim of employment discrimination, including a sexual harassment
claim, in violation of a statute.

(b) Single Arbitrators or Chairs of Three-Person Panels

(1) Arbitrators who are selected to serve as single arbitrators or as chairs of three-person
panels should have the following additional qualifications:

(A) law degree (Juris Doctor or equivalent);

(B) membership in the Bar of any jurisdiction;

(C) substantial familiarity with employment law; and

(D) ten or more years of legal experience, of which at least five years must be in either:
(i) law practice;

(i) law school teaching;

(i) government enforcement of equal employment opportunity statutes;

(iv) experience as a judge, arbitrator, or mediator; or

(v) experience as an equal employment opportunity officer or in-house counsel of a
corporation.

(2) In addition, a chair or single arbitrator with the above experience may not have
represented primarily the views of employers or of employees within the last five years. For
purposes of this Rule, the term "primarily" shall be interpreted to mean 50% or more of the
arbitrator's business or professional activities within the last five years.

(c) Waiver of Special Qualifications



If all parties agree, after a dispute arises, they may waive any of the qualifications set forth
in paragraph (a) or (b) above.

Adopted by SR-NASD-99-08 eff. Jan. 18, 2000.

Selected Notice to Members: 99-96.

10212. Composition of Panels

For disputes involving a claim alleging employment discrimination, including a sexual harassment
claim, in violation of a statute:

(a) Each panel shall consist of either a single public arbitrator or three public arbitrators
qualified under Rule 10211, unless the parties agree to a different panel composition.

(b) A single arbitrator shall be appointed to hear claims for $100,000 or less.

(c) A panel of three arbitrators shall be appointed to hear claims for more than $100,000,
unless the parties agree to have their case determined by a single arbitrator.

Adopted by SR-NASD-99-08 eff. Jan. 18, 2000.

Selected Notice to Members: 99-96.

10213. Discovery

(a) Necessary pre-hearing depositions consistent with the expedited nature of arbitration shall be
available.

(b) The provisions of Rule 10321 shall apply to proceedings under this Rule 10210 Series.

Adopted by SR-NASD-99-08 eff. Jan. 18, 2000.

Selected Notice to Members: 99-96.

10214. Awards

The arbitrator(s) shall be empowered to award any relief that would be available in court under the
law. The arbitrator(s) shall issue an award setting forth a summary of the issues, including the
type(s) of dispute(s), the damages or other relief requested and awarded, a statement of any other
issues resolved, and a statement regarding the disposition of any statutory claim(s).

Adopted by SR-NASD-99-08 eff. Jan. 18, 2000.

Selected Notice to Members: 99-96.

10215. Attorneys' Fees

The arbitrator(s) shall have the authority to provide for reasonable attorneys' fee reimbursement, in
whole or in part, as part of the remedy in accordance with applicable law.

Adopted by SR-NASD-99-08 eff. Jan. 18, 2000.

Selected Notice to Members: 99-96.




10216. Coordination of Claims Filed in Court and in
Arbitration

(a) Option to Combine Related Claims in Court

(1)(A) If a current or former associated person of a member files a statutory discrimination
claim in court against a member or its associated persons, and asserts related claims in arbitration
at the Association against some or all of the same parties, a respondent who is hamed in both
proceedings shall have the option to move to compel the claimant to bring the related arbitration
claims in the same court proceeding in which the statutory discrimination claim is pending, to the
full extent to which the court will accept jurisdiction over the related claims.

(B) The respondent shall notify the claimant in writing, before the time to answer under Rule
10314 has expired, that it is exercising this option and shall file a copy of such notification with the
Director. If the respondent files an answer without having exercised this option, it shall have waived
its right to move to compel the claimant to assert related claims in court, except as provided in
paragraph (b).

(2)(A) If a member or current or former associated person of a member ("party”) has a
pending claim in arbitration against a current or former associated person of a member and the
current or former associated person thereafter asserts a related statutory employment
discrimination claim in court against the party, the party shall have the option to assert its pending
arbitration claims and any counterclaims in court.

(B) The party shall notify the current or former associated person in writing, before filing an
answer to the complaint in court, that it is exercising this option and shall file a copy of such
notification with the Director. If the party files an answer in court without having exercised this
option, it shall have waived its right to assert the pending arbitration claim in court.

(C) The party may not exercise this option after the first hearing has begun on the
arbitration claim.

(b) Option Extended When Claim is Amended

(1) If the claimant files an amended Statement of Claim adding new claims not asserted in
the original Statement of Claim, a respondent named in the amended Statement of Claim shall
have the right to move to compel the claimant to assert all related claims in the same court
proceeding in which the statutory discrimination claim is pending, to the full extent that the court will
accept jurisdiction over the related claims, even if those related claims were asserted in the original
Statement of Claim.

(2) The respondent shall notify the claimant in writing, before the time to answer the
amended Statement of Claim under Rule 10314 has expired, that it is exercising this option and
shall file a copy of such natification with the Director. If the respondent files an answer to the
amended Statement of Claim without having exercised this option, it shall have waived its right to
move to compel the claimant to assert related claims in court.

(c) Requirement to Combine All Related Claims

If a party elects to require a current or former associated person to assert all related claims
in court, the party shall assert in the same court proceeding all related claims that it has against the
associated person to the full extent to which the court will accept jurisdiction over the related
claims.

(d) Right of Respondent to Remain in Arbitration



(1) If there are multiple respondents and a respondent has exercised an option under
paragraph (a) or (b), but another respondent wishes to have the claims against it remain in
arbitration, then any remaining party may apply for a stay of the arbitration proceeding.

(2) The arbitration shall be stayed unless the arbitration panel determines that the stay will
result in substantial prejudice to one or more of the parties. If a panel has not been appointed, the
Director shall appoint a single arbitrator to consider the application for a stay. Such single arbitrator
shall be selected using the Neutral List Selection System (as defined in Rule 10308) and is not
required to have the special employment arbitrator qualifications described in Rule 10211.

(e) Pre-Filing Certification

(1) Prior to or concurrently with filing a Statement of Claim, a claimant may file with the
Director a certification that it had communicated unsuccessfully with the respondent concerning the
consolidation of all claims in court prior to filing a Statement of Claim, in an effort to save the
expense of arbitration fees. A copy of such certification shall be sent to the respondent at the same
time and in the same manner as the filing with the Director.

(2) If, after a certification has been filed, all the respondents later exercise the option to
consolidate all claims in court, the Director will return the claimant's filing fee and any hearing
session deposits for hearings that have not been held, but will retain the member surcharge and
any accrued member process fees. If there are any remaining respondents, the filing fee and any
hearing deposits will be adjusted to correspond to the claims against the remaining respondents.

(f) Motion to Compel Arbitration

If a member or a current or former associated person of a member files in court a claim
against a member or a current or former associated person of a member that includes matters that
are subject to mandatory arbitration, either by the rules of the Association or by private agreement,
the defending party may move to compel arbitration of the claims that are subject to mandatory
arbitration.

(g) Definitions
For purposes of this Rule:

(1) The term "related claim" shall mean any claim that arises out of the employment or
termination of employment of an associated person.

(2) The term "statutory discrimination claim" means a claim alleging employment
discrimination, including a sexual harassment claim, in violation of a statute.

Adopted by SR-NASD-99-08 eff. Jan. 18, 2000.

Selected Notice to Members: 99-96.

10217. Fees

(a) For any claim of statutory employment discrimination submitted to arbitration that is subject to a
predispute arbitration agreement, a party who is a current or former associated person shall pay a
non-refundable filing fee according to the schedule of fees set forth in Rule 10332, provided that:

(1) In no event shall such a person pay more than $200 for a filing fee;

(2) A member that is a party to such an arbitration proceeding under this rule shall pay the
remainder of all applicable arbitration fees set forth in Rule 10332; and



(3) No party shall be required to remit a hearing session deposit.

(b) The arbitration fees described in paragraph (a)(2) are not subject to allocation in the
award. The panel, however, may assess to a party who is a current or former associated person
those costs incurred under Rules 10319, 10321, 10322, and 10326.

‘ Adopted by SR-NASD-2005-046 eff. Jan. 17, 2006.

10300. Uniform Code of Arbitration
10301. Required Submission

(a) Any dispute, claim, or controversy eligible for submission under the Rule 10100 Series between
a customer and a member and/or associated person arising in connection with the business of
such member or in connection with the activities of such associated persons shall be arbitrated
under this Code, as provided by any duly executed and enforceable written agreement or upon the
demand of the customer. A claim involving a member in the following categories shall be ineligible
for submission to arbitration under the Code unless the customer agrees in writing to arbitrate the
claim after it has arisen:

1. A member whose membership is terminated, suspended, canceled, or revoked;
2. A member that has been expelled from the NASD; or
3. A member that is otherwise defunct.

(b) Under this Code, the Director of Arbitration, upon approval of the Executive Committee
of the National Arbitration and Mediation Committee, or the National Arbitration and Mediation
Committee, shall have the right to decline the use of its arbitration facilities in any dispute, claim, or
controversy, where, having due regard for the purposes of the Association and the intent of this
Code, such dispute, claim, or controversy is not a proper subject matter for arbitration.

(c) Claims which arise out of transactions in a readily identifiable market may, with the
consent of the Claimant, be referred to the arbitration forum for that market by the Association.

(d) Class Action Claims

(1) A claim submitted as a class action shall not be eligible for arbitration under this Code at
the Association.

(2) Any claim filed by a member or members of a putative or certified class action is also
ineligible for arbitration at the Association if the claim is encompassed by a putative or certified
class action filed in federal or state court, or is ordered by a court to an arbitral forum not sponsored
by a self-regulatory organization for classwide arbitration. However, such claims shall be eligible for
arbitration in accordance with paragraph (a) or pursuant to the parties' contractual agreement, if
any, if a claimant demonstrates that it has elected not to participate in the putative or certified class
action or, if applicable, has complied with any conditions for withdrawing from the class prescribed
by the court.

Disputes concerning whether a particular claim is encompassed by a putative or certified class
action shall be referred by the Director of Arbitration to a panel of arbitrators in accordance with
Rule 10302 or Rule 10308, as applicable. Either party may elect instead to petition the court with
jurisdiction over the putative or certified class action to resolve such disputes. Any such petition to
the court must be filed within ten business days of receipt of notice that the Director of Arbitration is
referring the dispute to a panel of arbitrators.



(3) No member or associated person shall seek to enforce any agreement to arbitrate
against a customer, other member or person associated with a member who has initiated in court a
putative class action or is a member of a putative or certified class with respect to any claims
encompassed by the class action unless and until: (A) the class certification is denied; (B) the class
is decertified; (C) the customer, other member or person associated with a member is excluded
from the class by the court; or (D) the customer, other member or person associated with a
member elects not to participate in the putative or certified class action or, if applicable, has
complied with any conditions for withdrawing from the class prescribed by the court.

(4) No member or associated person shall be deemed to have waived any of its rights
under this Code or under any agreement to arbitrate to which it is party except to the extent stated
in this paragraph.

Amended by SR-NASD-2001-08 eff. June 11, 2001.
Amended by SR-NASD-98-48 eff. Nov. 17, 1998.
Amended by SR-NASD-93-65 eff. Apr. 20, 1994.
Amended by SR-NASD-92-28 eff. Oct. 28, 1992.
Amended by SR-NASD-91-49 eff. Jan. 2, 1992.

Selected Notices to Members: 84-51, 92-65, 01-29.

10302. Simplified Arbitration

(a) Any dispute, claim, or controversy arising between a public customer(s) and an associated
person or a member subject to arbitration under this Code involving a dollar amount not exceeding
$25,000, exclusive of attendant costs and interest, shall be arbitrated as hereinafter provided.

(b) The Claimant shall file with the Director of Arbitration an executed Submission
Agreement and a copy of the Statement of Claim of the controversy in dispute and the required
deposit, together with documents in support of the Claim. Sufficient additional copies of the
Submission Agreement and the Statement of Claim and supporting documents shall be provided to
the Director of Arbitration for each party and the arbitrator. The Statement of Claim shall specify the
relevant facts, the remedies sought and whether a hearing is demanded.

(c) The Claimant shall pay a non-refundable filing fee and shall remit a hearing session
deposit as specified in Rule 10332 of this Code upon the filing of the Submission Agreement. The
final disposition of the fee or deposit shall be determined by the arbitrator.

(d) The Director of Arbitration shall endeavor to serve promptly by mail or otherwise on the
Respondent(s) one (1) copy of the Submission Agreement and one (1) copy of the Statement of
Claim. Within twenty (20) calendar days from receipt of the Statement of Claim, Respondent(s)
shall serve each party with an executed Submission Agreement and a copy of Respondent's
Answer. Respondent's executed Submission Agreement and Answer shall also be filed with the
Director of Arbitration with sufficient additional copies for the arbitrator(s) along with any deposit
required under the schedule of fees for customer disputes. The Answer shall designate all available
defenses to the Claim and may set forth any related Counterclaim and/or related Third-Party Claim
the Respondent(s) may have against the Claimant or any other person. If the Respondent(s) has
interposed a Third-Party Claim, the Respondent(s) shall serve the Third-Party Respondent with an
executed Submission Agreement, a copy of the Respondent's Answer containing the Third-Party
Claim, and a copy of the original Claim filed by the Claimant. The Third-Party Respondent shall
respond in the manner herein provided for response to the Claim. If the Respondent(s) files a
related Counterclaim exceeding $25,000 exclusive of attendant costs and interest, the arbitrator
may refer the Claim, Counterclaim and/or Third-Party Claim, if any, to a panel of three (3)
arbitrators in accordance with Rule 10308 or, he may dismiss the Counterclaim and/or Third-Party
Claim without prejudice to the Counterclaimant(s) and/or Third-Party Claimant(s) pursuing the
Counterclaim and/or Third Party Claim in a separate proceeding. The costs to the Claimant under
either proceeding shall in no event exceed the total amount specified in Rule 10332.

(e) All parties shall serve on all other parties and the Director of Arbitration, with sufficient
additional copies for the arbitrator(s), a copy of the Answer, Counterclaim, Third-Party Claim,



Amended Claim, or other responsive pleading, if any. The Claimant, if a Counterclaim is asserted
against him, shall within ten (10) calendar days either (1) serve on each party and on the Director
of Arbitration, with sufficient additional copies for the arbitrator(s), a Reply to any Counterclaim or,
(2) if the amount of the Counterclaim exceeds the Claim, shall have the right to file a statement
withdrawing the Claim. If the Claimant withdraws the Claim, the proceedings shall be discontinued
without prejudice to the rights of the parties.

(f) The dispute, claim or controversy shall be submitted to a single public arbitrator
knowledgeable in the securities industry appointed by the Director of Arbitration. Unless the public
customer demands or consents to a hearing, or the arbitrator calls a hearing, the arbitrator shall
decide the dispute, claim or controversy solely upon the pleadings and evidence filed by the
parties. If a hearing is necessary, such hearing shall be held as soon as practicable at a locale
selected by the Director of Arbitration.

(g) The Director of Arbitration may grant extensions of time to file any pleading upon a
showing of good cause.

(h)(1) The arbitrator shall be authorized to require the submission of further documentary
evidence as he, in his sole discretion, deems advisable.

(2) If a hearing is demanded or consented to in accordance with paragraph (f), the General
Provisions Governing Pre-Hearing Proceedings under Rule 10321 shall apply.

(3) If no hearing is demanded or consented to, all requests for document production shall
be submitted in writing to the Director of Arbitration within ten (10) business days of notification of
the identity of the arbitrator selected to decide the case. The requesting party shall serve
simultaneously its request for document production on all parties. Any response or objections to the
requested document production shall be served on all parties and filed with the Director of
Arbitration within five (5) business days of receipt of the requests for production. The appointed
arbitrator shall resolve all requests under this Rule on the papers submitted.

(i) Upon the request of the arbitrator, the Director of Arbitration shall appoint two (2)
additional arbitrators to the panel which shall decide the matter in controversy.

() In any case where there is more than one (1) arbitrator, the majority shall be public
arbitrators.

(k) In his discretion, the arbitrator may, at the request of any party, permit such party to
submit additional documentation relating to the pleadings.

(I) Except as otherwise provided herein, the general arbitration rules of the Association shall
be applicable to proceedings instituted under this Rule.

Amended by SR-NASD-97-22 eff. Nov. 17, 1998.
Amended eff. Oct. 1, 1984; Apr. 1, 1988; May 10, 1989; June 1, 1990; Apr. 26, 1991; Jan. 8, 1992; Sept. 8, 1992.

Selected Notice to Members: 98-90.

IM-10302. Related Counterclaim

As used in Rule 10302, the term "related Counterclaim" shall mean any Counterclaim related to a
customer's accounts with a member.

10303. Hearing Requirements — Waiver of Hearing

(a) Any dispute, claim or controversy except as provided in Rule 10203 (Simplified Industry
Arbitration) or Rule 10302 (Simplified Arbitration), shall require a hearing unless all parties waive



such hearing in writing and request that the matter be resolved solely upon the pleadings and
documentary evidence.

(b) Notwithstanding a written waiver of a hearing by the parties, a majority of the arbitrators
may call for and conduct a hearing. In addition, any arbitrator may request the submission of further
evidence.

10304. Time Limitation Upon Submission

(a) No dispute, claim, or controversy shall be eligible for submission to arbitration under this Code
where six (6) years have elapsed from the occurrence or event giving rise to the act or dispute,
claim or controversy. The panel will resolve any questions regarding the eligibility of a claim under
this Rule.

(b) Dismissal of a claim under this Rule does not prohibit a party from pursuing the claim in
court. By requesting dismissal of a claim under this Rule, the requesting party agrees that if the
panel dismisses a claim under the Rule, the party that filed the dismissed claim may withdraw any
remaining related claims without prejudice and may pursue all of the claims in court.

(c) This Rule shall not extend applicable statutes of limitations; nor shall the six-year time
limit on the submission of claims apply to any claim that is directed to arbitration by a court of
competent jurisdiction upon request of a member or associated person.

Amended by SR-NASD-2003-101 eff. May 1, 2005.
Amended eff. Oct. 1, 1984.

Selected Notice to Members: 05-10.

10305. Dismissal of Proceedings

(a) At any time during the course of an arbitration, the arbitrators may either upon their own
initiative or at the request of a party, dismiss the proceeding and refer the parties to their judicial
remedies, or to any dispute resolution forum agreed to by the parties, without prejudice to any
claims or defenses available to any party.

(b) The arbitrators may dismiss a claim, defense, or proceeding with prejudice as a sanction
for willful and intentional material failure to comply with an order of the arbitrator(s) if lesser
sanctions have proven ineffective.

(c) The arbitrators shall at the joint request of all the parties dismiss the proceedings.

‘ Amended by SR-NASD-97-34 eff. Aug. 6, 1997; SEC Rel. No. 34-38907 (8/14/97). |

10306. Settlements
(a) Parties to an arbitration may agree to settle their dispute at any time.

(b) If the parties agree to settle their dispute, they will remain responsible for payment of
fees incurred, including fees for previously scheduled hearing sessions and fees incurred as a
result of adjournments, pursuant to Rule 10319.

(c) The terms of a settlement agreement do not need to be disclosed to the Association.
However, if the parties fail to agree on the allocation of outstanding fees, the fees shall be divided
equally among all parties.



Amended by SR-NASD-2003-164 eff. Aug. 16, 2004.
Amended by SR-NASD-2001-21 eff. Nov. 19, 2001.

Selected Notices to Members: 01-70, 04-53.

10307. Tolling of Time Limitation(s) for the Institution of Legal
Proceedings and Extension of Time Limitation(s) for Submission to
Arbitration

(a) Where permitted by applicable law, the time limitations which would otherwise run or accrue for
the institution of legal proceedings shall be tolled where a duly executed Submission Agreement is
filed by the Claimant(s). The tolling shall continue for such period as the Association shall retain
jurisdiction upon the matter submitted.

(b) The six (6) year time limitation upon submission to arbitration shall not apply when the
parties have submitted the dispute, claim or controversy to a court of competent jurisdiction. The
six (6) year time limitation shall not run for such period as the court shall retain jurisdiction upon the
matter submitted.

‘ Amended eff. Oct. 1, 1984.

10308. Selection of Arbitrators
(a) Definitions
(1) "day"
For purposes of this Rule, the term "day" means calendar day.
(2) "claimant"

For purposes of this Rule, the term "claimant” means one or more persons who file a single
claim.

(3) "Neutral List Selection System"

The term "Neutral List Selection System" means the software that maintains the roster of
arbitrators and performs various functions relating to the selection of arbitrators.

(4) "non-public arbitrator”

The term "non-public arbitrator" means a person who is otherwise qualified to serve as an
arbitrator and:

(A) is, or within the past 5 years, was:

(i) associated with, including registered through, a broker or a dealer (including a
government securities broker or dealer or a municipal securities dealer);

(ii) registered under the Commodity Exchange Act;
(iii) a member of a commodities exchange or a registered futures association; or

(iv) associated with a person or firm registered under the Commodity Exchange Act;



(B) is retired from, or spent a substantial part of a career, engaging in any of the business
activities listed in subparagraph (4)(A);

(C) is an attorney, accountant, or other professional who has devoted 20 percent or more of
his or her professional work, in the last two years, to clients who are engaged in any of the
business activities listed in subparagraph (4)(A); or

(D) is an employee of a bank or other financial institution and effects transactions in
securities, including government or municipal securities, and commaodities futures or options or
supervises or monitors the compliance with the securities and commodities laws of employees who
engage in such activities.

(5) "public arbitrator"

(A) The term "public arbitrator" means a person who is otherwise qualified to serve as an
arbitrator and:

(i) is not engaged in the conduct or activities described in paragraphs (a)(4)(A) through (D);

(ii) was not engaged in the conduct or activities described in paragraphs (a)(4)(A) through
(D) for a total of 20 years or more;

(iii) is not an investment adviser;

(iv) is not an attorney, accountant, or other professional whose firm derived 10 percent or
more of its annual revenue in the past 2 years from any persons or entities listed in paragraph

@@)A);

(v) is not employed by, and is not the spouse or an immediate family member of a person
who is employed by, an entity that directly or indirectly controls, is controlled by, or is under
common control with, any partnership, corporation, or other organization that is engaged in the
securities business;

(vi) is not a director or officer of, and is not the spouse or an immediate family member of a
person who is a director or officer of, an entity that directly or indirectly controls, is controlled by, or
is under common control with, any partnership, corporation, or other organization that is engaged in
the securities business; and

(vii) is not the spouse or an immediate family member of a person who is engaged in the
conduct or activities described in paragraphs (a)(4)(A) through (D).

(B) For purposes of this Rule, the term "immediate family member" means:
(i) a person's parent, stepparent, child, or stepchild;
(i) a member of a person's household;

(i) an individual to whom a person provides financial support of more than 50 percent of
the individual's annual income; or

(iv) a person who is claimed as a dependent for federal income tax purposes.
(6) "respondent"

For purposes of this Rule, the term "respondent” means one or more persons who
individually or jointly file an answer to a complaint.



(7) "send"

For purposes of this Rule, the term "send" means to send by first class mail, facsimile, or
any other method available and convenient to the parties and the Director.

(b) Composition of Arbitration Panel; Preparation of Lists for Mailing to Parties

(1) Composition of Arbitration Panel

(A) Claims of $50,000 or Less

If the amount of a claim is $50,000 or less, the Director shall appoint an arbitration panel composed
of one public arbitrator, unless the parties agree to the appointment of a non-public arbitrator.

(i) If the amount of a claim is $25,000 or less and an arbitrator appointed to the case requests that a
panel of three arbitrators be appointed, the Director shall appoint an arbitration panel composed of one non-
public arbitrator and two public arbitrators, unless the parties agree to a different panel composition.

(ii) If the amount of a claim is greater than $25,000 and not more than $50,000 and a party in its
initial filing or an arbitrator appointed to the case requests that a panel of three arbitrators be appointed, the
Director shall appoint an arbitration panel composed of one non-public arbitrator and two public arbitrators,
unless the parties agree to a different panel composition.

(B) Claims of More Than $50,000

If the amount of a claim is more than $50,000, the Director shall appoint an arbitration panel
composed of one non-public arbitrator and two public arbitrators, unless the parties agree to a different
panel composition.

(2) One List for Panel of One Arbitrator

If one arbitrator will serve as the arbitration panel, the Director shall send to the parties one list of
public arbitrators, unless the parties agree otherwise.

(3) Two Lists for Panel of Three Arbitrators

If three arbitrators will serve as the arbitration panel, the Director shall send two lists to the parties,
one with the names of public arbitrators and one with the names of non-public arbitrators. The lists shall
contain numbers of public and non-public arbitrators, in a ratio of approximately two to one, respectively, to
the extent possible, based on the roster of available arbitrators.

(4) Preparation of Lists

(A) Except as provided in subparagraph (B) below, the Neutral List Selection System shall generate
the lists of public and non-public arbitrators on a rotating basis within a designated geographic hearing site
and shall exclude arbitrators based upon conflicts of interest identified within the Neutral List Selection
System database.

(B) If a party requests that the lists include arbitrators with expertise classified in the Neutral List
Selection System, the lists may include some arbitrators having the designated expertise.

(5) Sending of Lists to Parties

The Director shall send the lists of arbitrators to all parties at the same time approximately 30 days
after the last answer is due.

(6) Information About Arbitrators

The Director shall send to the parties employment history for each listed arbitrator for the past 10
years and other background information. If a party requests additional information about an arbitrator, the
Director shall send such request to the arbitrator, and shall send the arbitrator's response to all parties at the
same time. When a party requests additional information, the Director may, but is not required to, toll the
time for the parties to return the ranked lists under paragraph (c)(2).

(c) striking, Ranking, and Appointing Arbitrators on Lists

(1) striking and Ranking Arbitrators

(A) Striking An Arbitrator

A party may strike one or more of the arbitrators from each list for any reason.

(B) Ranking — Panel of One Arbitrator

Each party shall rank all of the arbitrators remaining on the list by assigning each arbitrator a
different, sequential, numerical ranking, with a "1" rank indicating the party's first choice, a "2" indicating the
party's second choice, and so on.

(C) Ranking — Panel of Three Arbitrators

Each party shall rank all of the public arbitrators remaining on the list by assigning each arbitrator a
different, sequential, numerical ranking, with a "1" rank indicating the party's first choice, a "2" indicating the
party's second choice, and so on. Each party separately shall rank all of the non-public arbitrators remaining
on the list, using the same procedure.

(2) Period for Ranking Arbitrators; Failure to Timely Strike and Rank

A party must return to the Director the list or lists with the rankings not later than 20 days after the
Director sent the lists to the parties, unless the Director has extended the period. If a party does not timely



return the list or lists, the Director shall treat the party as having retained all the arbitrators on the list or lists
and as having no preferences.

(3) Process of Consolidating Parties' Rankings

The Director shall prepare one or two consolidated lists of arbitrators, as appropriate under
paragraph (b)(2) or (b)(3), based upon the parties' numerical rankings. The arbitrators shall be ranked by
adding the rankings of all claimants together and all respondents together, including third-party respondents,
to produce separate consolidated rankings of the claimants and the respondents. The Director shall then
rank the arbitrators by adding the consolidated rankings of the claimants, the respondents, including third-
party respondents, and any other party together, to produce a single consolidated ranking number,
excluding arbitrators who were stricken by any party.

(4) Appointment of Arbitrators

(A) Appointment of Listed Arbitrators

The Director shall appoint arbitrators to serve on the arbitration panel based on the order of rankings
on the consolidated list or lists, subject to availability and disqualification.

(B) Discretion to Appoint Arbitrators Not on List

If the number of arbitrators available to serve from the consolidated list is not sufficient to fill a panel,
the Director shall appoint one or more arbitrators to complete the arbitration panel. Unless the parties agree
otherwise, the Director may not appoint a non-public arbitrator under paragraphs (a)(4)(B) or (a)(4)(C). The
Director shall provide the parties information about the arbitrator as provided in paragraph (b)(6), and the
parties shall have the right to object to the arbitrator as provided in paragraph (d)(1).

(5) Selecting a Chairperson for the Panel

The parties shall have 7 days from the date the Director sends notice of the names of the arbitrators
to select a chairperson. If the parties notify Dispute Resolution staff prior to the expiration of the original
deadline that they need more time in which to reach an agreement, Dispute Resolution staff will extend the
time to select a chairperson for an additional 8 days. If the parties cannot agree within the allotted time, the
Director shall appoint a chairperson from the panel as follows:

(A) The Director shall appoint as the chairperson the public arbitrator who is the most highly ranked
by the parties as long as the person is not an attorney, accountant, or other professional who has devoted
50% or more of his or her professional or business activities, within the last two years, to representing or
advising public customers in matters relating to disputed securities or commodities transactions or similar
matters.

(B) If the most highly ranked public arbitrator is subject to the exclusion set forth in subparagraph (A),
the Director shall appoint as the chairperson the other public arbitrator, as long as the person also is not
subject to the exclusion set forth in subparagraph (A).

(C) If both public arbitrators are subject to the exclusion set forth in subparagraph (A), the Director
shall appoint as the chairperson the public arbitrator who is the most highly ranked by the parties.

(6) Additional Parties

If a party is added to an arbitration proceeding before the Director has consolidated the other parties’
rankings, the Director shall send to that party the list or lists of arbitrators and permit the party to strike and
rank the arbitrators. The party must return to the Director the list or lists with numerical rankings not later
than 20 days after the Director sent the lists to the party. The Director shall then consolidate the rankings as
specified in this paragraph (c).

(d) Disqualification and Removal of Arbitrator Due to Conflict of Interest or Bias

(1) Disqualification By Director

After the appointment of an arbitrator and prior to the commencement of the earlier of (A) the first
pre-hearing conference or (B) the first hearing, if the Director or a party objects to the continued service of
the arbitrator, the Director shall determine if the arbitrator should be disqualified. If the Director sends a
notice to the parties that the arbitrator shall be disqualified, the arbitrator will be disqualified unless the
parties unanimously agree otherwise in writing and notify the Director not later than 15 days after the
Director sent the notice.

(2) Removal by Director

After the commencement of the earlier of (A) the first pre-hearing conference or (B) the first hearing,
the Director may remove an arbitrator from an arbitration panel based on information that is required to be
disclosed pursuant to Rule 10312 and that was not previously disclosed.

(3) Standards for Deciding Challenges for Cause

The Director will grant a party's request to disqualify an arbitrator if it is reasonable to infer, based on
information known at the time of the request, that the arbitrator is biased, lacks impatrtiality, or has an
interest in the outcome of the arbitration. The interest or bias must be direct, definite, and capable of
reasonable demonstration, rather than remote or speculative.

(4) Vacancies Created by Disqualification or Resignation

Prior to the commencement of the earlier of (A) the first pre-hearing conference or (B) the first
hearing, if an arbitrator appointed to an arbitration panel is disqualified or is otherwise unable or unwilling to



serve, the Director shall appoint from the consolidated list of arbitrators the arbitrator who is the most highly
ranked available arbitrator of the proper classification remaining on the list. If there are no available
arbitrators of the proper classification on the consolidated list, the Director shall appoint an arbitrator of the
proper classification subject to the limitation set forth in paragraph (c)(4)(B). The Director shall provide the
parties information about the arbitrator as provided in paragraph (b)(6), and the parties shall have the right to
object to the arbitrator as provided in paragraph (d)(1).

(e) Discretionary Authority

The Director may exercise discretionary authority and make any decision that is consistent with the
purposes of this Rule and the Rule 10000 Series to facilitate the appointment of arbitration panels and the
resolution of arbitration disputes.

(f) Challenges by Customers

In cases involving public customers, any close questions regarding arbitrator classification or
challenges for cause brought by a customer will be resolved in favor of the customer.

Amended by SR-NASD-2006-136 eff. Jan. 15, 2007.

Amended by SR-NASD-2005-094 eff. Jan. 15, 2007.

Amended by SR-NASD-2004-164 eff. March 9, 2005 with a delayed operational date [Approval Order].
Amended by SR-NASD-2004-39 eff. Sept. 17, 2004.

Amended by SR-NASD-2003-95 eff. July 19, 2004.

Amended by SR-NASD-2004-87 eff. June 7, 2004.

Amended by SR-NASD-2000-34 eff. Feb. 12, 2001.

Amended by SR-NASD-98-64 eff. Nov. 17, 1998.

Amended by SR-NASD-98-48 eff. Nov. 17, 1998.

Amended by SR-NASD-97-22 eff. Nov. 17, 1998.

Amended eff. July 1, 1986; Apr. 1, 1988; May 10, 1989; Oct. 7, 1992.

Selected Notice to Members: 98-90; 01-13; 04-49; 04-61; 06-64.

IM-10308. Arbitrators Who Also Serve as Mediators?

Mediation services performed by mediators who are also arbitrators shall not be included in the
definition of “professional work” for purposes of Rule 10308(a)(4)(C), so long as the mediator is
acting in the capacity of a mediator and is not representing a party in the mediation.

Mediation fees received by mediators who are also arbitrators shall not be included in the
definition of “revenue” for purposes of Rule 10308(a)(5)(A)(iv), so long as the mediator is acting in
the capacity of a mediator and is not representing a party in the mediation.

Arbitrators who also serve as mediators shall disclose that fact on their arbitrator disclosure
forms.

! This IM will be renumbered as appropriate following Commission approval of the pending revisions of
the Customer and Industry Codes, SR-NASD-2003-158 and SR-NASD-2004-011.

Adopted by SR-NASD-2005-007 eff. May 6, 2005.

Selected Notices to Members: 05-36.

e 10309. Composition of Panels

Except as otherwise specifically provided in Rule 10308, the individuals who shall serve on a
particular arbitration panel shall be determined by the Director. Except as otherwise specifically provided in
Rule 10308, the Director may name the chairman of the panel.

Amended by SR-NASD-98-48 eff. Nov. 17, 1998.

Selected Notice to Members: 98-90.

e 10310. Notice of Selection of Arbitrators



(a) The Director shall inform the parties of the arbitrators' names and employment histories for the
past 10 years, as well as information disclosed pursuant to Rule 10312, at least 15 business days prior to
the date fixed for the first hearing session. A party may make further inquiry of the Director concerning an
arbitrator's background. In the event that, prior to the first hearing session, any arbitrator should become
disqualified, resign, die, refuse or otherwise be unable to perform as an arbitrator, the Director shall appoint
a replacement arbitrator to fill the vacancy on the panel. The Director shall inform the parties as soon as
possible of the name and employment history of the replacement arbitrator for the past 10 years, as well as
information disclosed pursuant to Rule 10312. A party may make further inquiry of the Director concerning
the replacement arbitrator's background and within the time remaining prior to the first hearing session or the
10 day period provided under Rule 10311, whichever is shorter, may exercise its right to challenge the
replacement arbitrator as provided in Rule 10311.

(b) This Rule shall not apply to arbitration proceedings that are subject to Rule 10308.

Amended by SR-NASD-98-48 eff. Nov. 17, 1998.
Amended by SR-NASD-97-34 eff. Aug. 6, 1997; SEC Rel. No. 34-38907 (8/14/97).
Amended eff. Sept. 19, 1988; May 10, 1989.

Selected Notice to Members: 98-90.

e 10311. Peremptory Challenge

(a) In an arbitration proceeding, except as provided in Rule 10335, each party shall have the right to
one peremptory challenge. In arbitrations where there are multiple Claimants, Respondents, and/or Third-
Party Respondents, the Claimants shall have one peremptory challenge, the Respondents shall have one
peremptory challenge, and the Third-Party Respondents shall have one peremptory challenge. The Director
may in the interests of justice award additional peremptory challenges to any party to an arbitration
proceeding. Unless extended by the Director, a party wishing to exercise a peremptory challenge must do so
by notifying the Director in writing within 10 business days of notification of the identity of the person(s)
named under Rule 10310 or Rule 10321(d) or (e), whichever comes first. There shall be unlimited
challenges for cause.

(b) This Rule shall not apply to arbitration proceedings that are subject to Rule 10308.

Amended by SR-NASD-98-48 eff. Nov. 17, 1998.

Amended by SR-NASD-97-34 eff. Aug. 6, 1997; SEC Rel. No. 34-38907 (8/14/97).
Amended by SR-NASD-93-38 eff. Jan. 3, 1996.

Amended by SR-NASD-91-49 eff. Jan. 2, 1992.

Amended eff. Oct. 1, 1984.

Selected Notice to Members: 98-90.

e 10312. Disclosures Required of Arbitrators and Director's Authority to Disqualify

(a) Each arbitrator shall be required to disclose to the Director of Arbitration any circumstances which
might preclude such arbitrator from rendering an objective and impartial determination. Each arbitrator shall
disclose:

(1) Any direct or indirect financial or personal interest in the outcome of the arbitration;

(2) Any existing or past financial, business, professional, family, social, or other relationships or
circumstances that are likely to affect impartiality or might reasonably create an appearance of partiality or
bias. Persons requested to serve as arbitrators must disclose any such relationships or circumstances that
they have with any party or its counsel, or with any individual whom they have been told will be a witness.
They must also disclose any such relationship or circumstances involving members of their families or their
current employers, partners, or business associates.

(b) Persons who are requested to accept appointment as arbitrators must make a reasonable effort
to inform themselves of any interests, relationships or circumstances described in paragraph (a) above.

(c) The obligation to disclose interests, relationships, or circumstances that might preclude an
arbitrator from rendering an objective and impartial determination described in paragraph (a) is a continuing
duty that requires a person who accepts appointment as an arbitrator to disclose, at any stage of the
arbitration, any such interests, relationships, or circumstances that arise, or are recalled or discovered.

(d) Removal by Director



(1) The Director may remove an arbitrator based on information that is required to be disclosed
pursuant to this Rule.

(2) After the commencement of the earlier of (A) the first pre-hearing conference or (B) the first
hearing, the Director may remove an arbitrator based only on information not known to the parties when the
arbitrator was selected. The Director's authority under this subparagraph (2) may be exercised only by the
Director or the President of NASD Dispute Resolution.

(3) The Director will grant a party's request to disqualify an arbitrator if it is reasonable to infer, based
on information known at the time of the request, that the arbitrator is biased, lacks impartiality, or has an
interest in the outcome of the arbitration. The interest or bias must be direct, definite, and capable of
reasonable demonstration, rather than remote or speculative.

(e) The Director shall inform the parties to an arbitration proceeding of any information disclosed to
the Director under this Rule unless either the arbitrator who disclosed the information withdraws voluntarily
as soon as the arbitrator learns of any interest, relationship, or circumstances described in paragraph (a)
that might preclude the arbitrator from rendering an objective and impartial determination in the proceeding,
or the Director removes the arbitrator.

Amended by SR-NASD-2003-95 eff. July 19, 2004.
Amended by SR-NASD-2000-34 eff. Mar. 8, 2001.
Amended by SR-NASD-98-48 eff. Nov. 17, 1998.
Amended eff. May 10, 1989.

Selected Notices to Members: 98-90; 01-13; 04-49.

e 10313. Disqualification or Other Disability of Arbitrators

(a) In the event that any arbitrator, after the commencement of the earlier of (1) the first pre-hearing
conference or (2) the first hearing but prior to the rendition of the award, should become disqualified, resign,
die, refuse or otherwise be unable to perform as an arbitrator, the Director shall appoint a replacement
arbitrator to fill the vacancy and the hearing shall continue. In the alternative, if all parties agree to proceed
with any remaining arbitrator(s), they shall inform the Director in writing within 5 business days of notification
of the vacancy, and the remaining arbitrator(s) shall continue with the hearing and determination of the
controversy.

(b) The Director shall inform the parties as soon as possible of the name and employment history of
the replacement arbitrator for the past 10 years, as well as information disclosed pursuant to Rule 10312. A
party may make further inquiry of the Director concerning the replacement arbitrator's background. If the
arbitration proceeding is subject to Rule 10308, the party may exercise his or her right to challenge the
replacement arbitrator within the time remaining prior to the next scheduled hearing session by notifying the
Director in writing of the name of the arbitrator challenged and the basis for such challenge. If the arbitration
proceeding is not subject to Rule 10308, within the time remaining prior to the next scheduled hearing
session or the 10 day period provided under Rule 10311, whichever is shorter, a party may exercise the
party's right to challenge the replacement arbitrator as provided in Rule 10311.

Amended by SR-NASD-2002-38 eff. Apr. 22, 2002.
Amended by SR-NASD-98-48 eff. Nov. 17, 1998.
Amended by SR-NASD-97-34 eff. Aug. 6, 1997.
Amended by SR-NASD-89-19 eff. May 10, 1989.
Amended eff. Sept. 19, 1988.

Selected Notice to Members: 98-90.

e 10314. Initiation of Proceedings

Except as otherwise provided herein, an arbitration proceeding under this Code shall be instituted as
follows:

(a) Statement of Claim

(1) The Claimant shall file with the Director of Arbitration an executed Submission Agreement, a
Statement of Claim of the controversy in dispute, together with the documents in support of the Claim, and
the required deposit. Sufficient additional copies of the Submission Agreement and the Statement of Claim
and supporting documents shall be provided to the Director of Arbitration for each party and each arbitrator.
The Statement of Claim shall specify the relevant facts and the remedies sought. The Director of Arbitration
shall endeavor to serve promptly by mail or otherwise on the Respondent(s) one (1) copy of the Submission
Agreement and one (1) copy of the Statement of Claim.



(2) A Claimant or counsel (referred to herein collectively as "Claimant”) may use the online claim
notification and filing procedure to complete part of the arbitration claim filing process through the Internet.
To commence this process, a Claimant may complete a Claim Information Form that can be accessed
through an NASD Web site. In completing the Claim Information Form, the Claimant may attach an
electronic version of the Statement of Claim to the form, provided it does not exceed 50 pages. Once this
online form has been completed, an NASD Dispute Resolution Tracking Form will be generated and
displayed for the Claimant to reproduce as necessary. The Claimant shall then file with the Director of
Arbitration the rest of the materials required in subparagraph (1), above, along with a hard copy of the NASD
Dispute Resolution Tracking Form.

(b) Answer — Defenses, Counterclaims, and/or Cross-Claims

(1) Within 45 calendar days from receipt of the Statement of Claim, Respondent(s) shall serve each
party with an executed Submission Agreement and a copy of the Respondent's Answer. Respondent's
executed Submission Agreement and Answer shall also be filed with the Director of Arbitration with sufficient
additional copies for the arbitrator(s) along with any deposit required under the schedule of fees. The
Answer shall specify all relevant facts and available defenses to the Statement of Claim submitted and may
set forth any related Counterclaim the Respondent(s) may have against the Claimant, any Cross-Claim the
Respondent(s) may have against any other named Respondent(s), and any Third-Party Claim against any
other party or person based upon any existing dispute, claim, or controversy subject to arbitration under this
Code.

(2)(A) A Respondent, Responding Claimant, Cross-Claimant, Cross-Respondent, or Third-Party
Respondent who pleads only a general denial to a pleading that states specific facts and contentions may,
upon objection by a party, in the discretion of the arbitrators, be barred from presenting any facts or
defenses at the time of the hearing.

(B) A Respondent, Responding Claimant, Cross-Claimant, Cross-Respondent, or Third-Party
Respondent who fails to specify all available defenses and relevant facts in such party's answer may, upon
objection by a party, in the discretion of the arbitrators, be barred from presenting such facts or defenses not
included in such party's Answer at the hearing.

(C) A Respondent, Responding Claimant, Cross-Claimant, Cross-Respondent, or Third-Party
Respondent who fails to file an Answer within 45 calendar days from receipt of service of a Claim, unless the
time to answer has been extended pursuant to subparagraph (5), below, may, in the discretion of the
arbitrators, be barred from presenting any matter, arguments, or defenses at the hearing. Such a party may
also be subject to default procedures as provided in paragraph (e) below.

(3) Respondent(s) shall serve each party with a copy of any Third-Party Claim. The Third-Party
Claim shall also be filed with the Director of Arbitration with sufficient additional copies for the arbitrator(s)
along with any deposit required under the schedule of fees. Third-Party Respondent(s) shall answer in the
manner provided for response to the Claim, as provided in subparagraphs (1) and (2) above.

(4) The Claimant shall serve each party with a Reply to a Counterclaim within ten (10) days of receipt
of an Answer containing a Counterclaim. The Reply shall also be filed with the Director of Arbitration with
sufficient additional copies for the arbitrator(s).

(5) The time period to file any pleading, whether such be denominated as a Claim, Answer,
Counterclaim, Cross-Claim, Reply, or Third-Party Pleading, may be extended for such further period as may
be granted by the Director of Arbitration or with the consent of the initial claimant. Extensions of the time
period to file an Answer are disfavored and will not be granted by the Director except in extraordinary
circumstances.

(c) Service and Filing with the Director of Arbitration

(1) Service may be effected by mail or other means of delivery. Service and filing are accomplished
on the date of mailing either by first-class postage pre-paid or by means of overnight mail service or, in the
case of other means of service, on the date of delivery. Filing with the Director of Arbitration shall be made
on the same date as service on a party.

(2) If a member firm and a person associated with the member firm are named parties to an
arbitration proceeding at the time of the filing of the Statement of Claim, service on the person associated
with the member firm may be made on the associated person or the member firm, which shall perfect
service upon the associated person. If the member firm does not undertake to represent the associated
person, the member firm shall serve the associated person with the Statement of Claim, shall advise all
parties and the Director of Arbitration of that fact, and shall provide such associated person's current
address.

(d) Joinder and Consolidation — Multiple Parties

(1) Permissive Joinder. All persons may join in one action as claimants if they assert any right to
relief jointly, severally, or arising out of the same transaction, occurrence, or series of transactions or
occurrences and if any questions of law or fact common to all these claimants will arise in the action. All
persons may be joined in one action as respondents if there is asserted against them, jointly or severally,
any right to relief arising out of the same transaction, occurrence, or series of transactions or occurrences



and if any questions of law or fact common to all respondents will arise in the action. A claimant or
respondent need not assert rights to or defend against all the relief demanded. Judgment may be given for
one or more of the claimants according to their respective rights to relief, and against one or more
respondents according to their respective liabilities.

(2) In arbitrations where there are multiple Claimants, Respondents, and/or Third-Party
Respondents, the Director of Arbitration shall be authorized to determine preliminarily whether such parties
should proceed in the same or separate arbitrations. Such determination will be considered subsequent to
the filing of all responsive pleadings.

(3) The Director of Arbitration shall be authorized to determine preliminarily whether claims filed
separately are related and shall be authorized to consolidate such claims for hearing and award purposes.

(4) Further determinations with respect to joinder, consolidation, and multiple parties under this
paragraph (d) shall be made by the arbitration panel and shall be deemed final.

(e) Default Procedures

(1) A Respondent, Cross-Respondent, or Third-Party Respondent that fails to file an Answer within
45 calendar days from receipt of service of a Claim, unless the time to answer has been extended pursuant
to paragraph (b)(5), may be subject to default procedures, as provided in this paragraph, if it is:

(A) a member whose membership has been terminated, suspended, canceled, or revoked,

(B) a member that has been expelled from the NASD;

(C) a member that is otherwise defunct; or

(D) an associated person whose registration is terminated, revoked, or suspended.

(2) If all Claimants elect to use these default procedures, the Claimant(s) shall notify the Director in
writing and shall send a copy of such notification to all other parties at the same time and in the same
manner as the notification was sent to the Director.

(3) If the case meets the requirements for proceeding under default procedures, the Director shall
notify all parties.

(4) The Director shall appoint a single arbitrator pursuant to Rule 10308 to consider the Statement of
Claim and other documents presented by the Claimant(s). The arbitrator may request additional information
from the Claimant(s) before rendering an award. No hearing shall be held, and the default award shall have
no effect on any non-defaulting party.

(5) The Claimant(s) may not amend the claim to increase the relief requested after the Director has
notified the parties that the claim will proceed under default procedures.

(6) An arbitrator may not make an award based solely on the non-appearance of a party. The party
who appears must present a sufficient basis to support the making of an award in that party's favor. The
arbitrator may not award damages in an amount greater than the damages requested in the Statement of
Claim, and may not award any other relief that was not requested in the Statement of Claim.

(7) If the Respondent files an Answer after the Director has notified the parties that the claim will
proceed under default procedures but before an award has been rendered, the proceedings under this
paragraph shall be terminated and the case will proceed under the regular procedures.

Amended by SR-NASD-2004-16 eff. Aug. 5, 2004.
Amended by SR-NASD-2002-62 eff. Oct. 14, 2002.
Amended by SR-NASD-2002-15 eff. Oct. 14, 2002.
Amended by SR-NASD-98-07 eff. Mar. 16, 1998.
Amended by SR-NASD-90-62 eff. May 7, 1991.
Amended eff. Oct. 1, 1984; July 1, 1986; May 10, 1989.

Selected Notice to Members: 04-56.

e 10315. Determination of Hearing Location

(a) Designation of Time and Place of Hearing

The Director shall determine the time and place of the first meeting of the arbitration panel and the
parties, whether the first meeting is a pre-hearing conference or a hearing, and shall give notice of the time
and place at least 15 business days prior to the date fixed for the first meeting by personal service,
registered or certified mail to each of the parties unless the parties shall, by their mutual consent, waive the
notice provisions under this Rule. The arbitrators shall determine the time and place for all subsequent
meetings, whether the meetings are pre-hearing conferences, hearings, or any other type of meetings, and
shall give notice as the arbitrators may determine. Attendance at a meeting waives notice thereof.

(b) Foreign Hearing Location

(1) If the Director and all parties agree, parties may have their hearing in a foreign hearing location
and conducted by foreign arbitrators, provided that the foreign arbitrators have:



(A) met NASD background qualifications for arbitrators;

(B) received training on NASD arbitration rules and procedures; and

(C) satisfied at least the same training and testing requirements as those arbitrators who serve in U.
S. locations of NASD.

(2) The parties shall pay an additional surcharge for each day of hearings held in a foreign hearing
location. The amount of the surcharge will be determined by the Director and must be agreed to by the
parties before the foreign hearing location may be used. This surcharge shall be specified in the agreement
to use a foreign hearing location and shall be apportioned equally among the parties, unless they agree
otherwise. The foreign arbitrators shall have the authority to apportion this surcharge as provided in Rules
10205 and 10332.

Amended by SR-NASD-2004-042 eff. June 5, 2005.
Amended by SR-NASD-98-48 eff. Nov. 17, 1998.
Amended eff. May 7, 1991.

Selected Notice To Members: 98-90, 05-35.

e 10316. Representation by Counsel

All parties shall have the right to representation by counsel at any stage of the proceedings.

e 10317. Attendance at Hearings

The attendance or presence of all persons at hearings including witnesses shall be determined by
the arbitrators. However, all parties to the arbitration and their counsel shall be entitled to attend all hearings.

IM-10317. Closing Arguments

In response to recent questions concerning the order of closing argument in arbitration proceedings
conducted under the auspices of the National Association of Securities Dealers, Inc., it is the
practice in these proceedings to allow claimants to proceed first in closing argument, with rebuttal
argument being permitted. Claimants may reserve their entire closing for rebuttal. The hearing
procedures may, however, be varied in the discretion of the arbitrators, provided all parties are
allowed a full and fair opportunity to present their respective cases.

e 10318. Failure to Appear

If any of the parties, after due notice, fails to appear at a hearing or at any continuation of a hearing
session, the arbitrators may, in their discretion, proceed with the arbitration of the controversy. In such
cases, all awards shall be rendered as if each party had entered an appearance in the matter submitted.

Amended eff. Jan. 8, 1992.

e 10319. Adjournments

(a) The arbitrator(s) may, in their discretion, adjourn any hearing(s) either upon their own initiative or
upon the request of any party to the arbitration.

(b) If an adjournment requested by a party is granted after arbitrators have been appointed, the party
requesting an adjournment shall pay a fee equal to the initial deposit of hearing session fees for the first
adjournment and twice the initial deposit of hearing session fees, not to exceed $1,500, for a second or
subsequent adjournment requested by that party. The arbitrators may waive these fees in their discretion. If
more than one party requests the adjournment, the arbitrators shall allocate the fees among the requesting
parties.

(c) Upon receiving a third request consented to by all parties for an adjournment, the arbitrator(s)
may dismiss the arbitration without prejudice to the Claimant filing a new arbitration.

(d) If an adjournment request is made by one or more parties and granted within three business days
before a scheduled hearing session, the party or parties making the request shall pay an additional fee of
$100 per arbitrator. If more than one party requests the adjournment, the arbitrators shall allocate the $100



per arbitrator fee among the requesting parties. The arbitrators may allocate all or portion of the $100 per
arbitrator fee to the non-requesting party or parties, if the arbitrators determine that the non-requesting party
or parties caused or contributed to the need for the adjournment. In the event that a request results in the
adjournment of consecutively scheduled hearing sessions, the additional fee will be assessed only for the
first of the consecutively scheduled hearing sessions. In the event that an extraordinary circumstance
prevents a party or parties from making a timely adjournment request, arbitrators may use their discretion to
waive the fee, provided verification of such circumstance is received.

Amended by SR-NASD-2003-164 eff. Aug. 16, 2004.
Amended by SR-NASD-2001-21 eff. Nov. 19, 2001.
Amended eff. July 1, 1986; June 1, 1990; Dec. 30, 1991.

Selected Notices to Members: 01-70, 04-53.

e 10320. Acknowledgement of Pleadings

The arbitrators shall acknowledge to all parties present that they have read the pleadings filed by the
parties.

e 10321. General Provisions Governing Pre-Hearing Proceedings

(a) Requests for Documents and Information

The parties shall cooperate to the fullest extent practicable in the voluntary exchange of documents
and information to expedite the arbitration. Any request for documents or other information should be
specific, relate to the matter in controversy, and afford the party to whom the request is made a reasonable
period of time to respond without interfering with the time set for the hearing.

(b) Document Production and Information Exchange

(1) Any party may serve a written request for information or documents ("information request") upon
another party 45 calendar days or more after service of the Statement of Claim by the Director of Arbitration
or upon filing of the Answer, whichever is earlier. The requesting party shall serve the information request on
all parties and file a copy with the Director of Arbitration. The parties shall endeavor to resolve disputes
regarding an information request prior to serving any objection to the request. Such efforts shall be set forth
in the objection.

(2) Unless a greater time is allowed by the requesting party, information requests shall be satisfied or
objected to within thirty (30) calendar days from the date of service. Any objection to an information request
shall be served by the objecting party on all parties and filed with the Director of Arbitration.

(3) Any response to objections to an information request shall be served on all parties and filed with
the Director of Arbitration within ten (10) calendar days of receipt of the objection.

(4) Upon the written request of a party whose information request is unsatisfied, the matter will be
referred by the Director of Arbitration to either a pre-hearing conference under paragraph (d) of this Rule or
to a selected arbitrator under paragraph (e) of this Rule.

(c) Pre-Hearing Exchange

At least twenty (20) calendar days prior to the first scheduled hearing date, all parties shall serve on
each other copies of documents in their possession they intend to present at the hearing and shall identify
witnesses they intend to present at the hearing. The arbitrators may exclude from the arbitration any
documents not exchanged or witnesses not identified. This paragraph does not require service of copies of
documents or identification of witnesses which parties may use for cross-examination or rebuttal.

(d) Pre-Hearing Conference

(1) Upon the written request of a party, an arbitrator, or at the discretion of the Director of Arbitration,
a pre-hearing conference shall be scheduled. The Director of Arbitration shall set the time and place of a
pre-hearing conference and appoint a person to preside. The pre-hearing conference may be held by
telephone conference call. The presiding person shall seek to achieve agreement among the parties on any
issue which relates to the pre-hearing process or to the hearing, including but not limited to exchange of
information, exchange or production of documents, identification of witnesses, identification and exchange of
hearing documents, stipulation of facts, identification and briefing of contested issues, and any other matters
which will expedite the arbitration proceedings.

(2) Any issues raised at the pre-hearing conference that are not resolved may be referred to a single
member of the arbitration panel for decision.

(e) Decisions by Selected Arbitrator

The Director of Arbitration may appoint a single member of the arbitration panel to decide all
unresolved issues under this Rule. In matters involving public customers, such single arbitrator shall be a



public arbitrator, except that the arbitrator may be either public or industry when the public customer has
requested a panel consisting of a majority from the securities industry. Such arbitrator shall be authorized to
act on behalf of the panel to issue subpoenas, direct appearances of withesses and production of
documents, set deadlines for compliance, and issue any other ruling which will expedite the arbitration
proceedings. Decisions under this Rule shall be made upon the papers submitted by the parties, unless the
arbitrator calls a hearing. The arbitrator may elect to refer any issue under this Rule to the full panel.

Amended by SR-NASD-98-91 eff. Jan. 11, 1999.
Amended by SR-NASD-95-05 eff. Mar. 23, 1995.
Amended eff. May 10, 1989.

e 10322. Subpoenas and Power to Direct Appearances
This version is valid through Apr 1 2007.

(a) Subpoenas

The arbitrators and any counsel of record to the proceeding shall have the power of the subpoena
process as provided by law. All parties shall be given a copy of a subpoena upon its issuance. Parties shall
produce witnesses and present proofs to the fullest extent possible without resort to the subpoena process.

(b) Power to Direct Appearances and Production of Documents

The arbitrator(s) shall be empowered without resort to the subpoena process to direct the
appearance of any person employed or associated with any member of the Association and/or the
production of any records in the possession or control of such persons or members. Unless the arbitrator(s)
directs otherwise, the party requesting the appearance of a person or the production of documents under
this Rule shall bear all reasonable costs of such appearance and/or production.

Amended eff. May 10, 1989.

« 10323. Evidence

The arbitrators shall determine the materiality and relevance of any evidence proffered and shall not
be bound by rules governing the admissibility of evidence.

e 10324. Interpretation of Provisions of Code and Enforcement of Arbitrator
Rulings

The arbitrators shall be empowered to interpret and determine the applicability of all provisions under
this Code and to take appropriate action to obtain compliance with any ruling by the arbitrator(s). Such
interpretations and actions to obtain compliance shall be final and binding upon the parties.

Amended eff. Nov. 16, 1992.

e 10325. Determination of Arbitrators

All rulings and determinations of the panel shall be by a majority of the arbitrators.

e 10326. Record of Proceedings

(a) A verbatim record by stenographic reporter or a tape, digital, or other recording of all arbitration
hearings shall be kept. If a party or parties to a dispute elect to have the record transcribed, the cost of such
transcription shall be borne by the party or parties making the request unless the arbitrators direct otherwise.
The arbitrators may also direct that the record be transcribed. If the record is transcribed at the request of
any party, a copy shall be provided to the arbitrators.

(b) A verbatim record of mediation conducted pursuant to the Rule 10400 Series shall not be kept.

Amended by SR-NASD-2006-102 eff. Aug. 23, 2006.
Amended by SR-NASD-95-25 eff. Aug. 1, 1995.




Amended eff. May 10, 1989.

e 10327. Oaths of the Arbitrators and Witnesses

Prior to the commencement of the first session, an oath or affirmation shall be administered to the
arbitrators. All testimony shall be under oath or affirmation.

e 10328. Amendments

(a) After the filing of any pleadings, if a party desires to file a new or different pleading, such change
must be made in writing and filed with the Director of Arbitration with sufficient additional copies for each
arbitrator. The party filing a new or different pleading shall serve on all other parties, a copy of the new or
different pleading in accordance with the provisions set forth in Rule 10314(b). The other parties may, within
ten (10) business days from the receipt of service, file a response with all other parties and the Director of
Arbitration in accordance with Rule 10314(b).

(b) If a new or amended pleading increases the amount in dispute, all filing fees, hearing session
deposits, surcharges, and process fees required under Rules 10332 and 10333 will be recalculated based
on the amended amount in dispute.

(c) After a panel has been appointed, no new or different pleading may be filed except for a
responsive pleading as provided for in (a) above or with the panel's consent.

Amended by SR-NASD-2001-21 eff. Nov. 19, 2001.
Amended eff. Oct. 1, 1984 and Apr. 26, 1991.

Selected Notice to Members: 01-70.

e 10329. Reopening of Hearings

Where permitted by applicable law, the hearings may be reopened by the arbitrators on their own
motion or at the discretion of the arbitrators upon application of a party at any time before the award is
rendered.

e 10330. Awards

(a) All awards shall be in writing and signed by a majority of the arbitrators or in such manner as is
required by applicable law. Such awards may be entered as a judgment in any court of competent
jurisdiction.

(b) Unless the applicable law directs otherwise, all awards rendered pursuant to this Code shall be
deemed final and not subject to review or appeal.

(c) The Director will serve a copy of the award on each party, or the representative of the party. The
Director will serve the award by using any method available and convenient to the parties and the Director,
and that is reasonably expected to cause the award to be delivered to all parties, or their counsel, on the
same day. Methods the Director may use include, but are not limited to, registered or certified mail, hand
delivery, and facsimile or other electronic transmission.

(d) The arbitrator(s) shall endeavor to render an award within thirty (30) business days from the date
the record is closed.

(e) The award shall contain the names of the parties, the name of counsel, if any, a summary of the
issues, including the type(s) of any security or product, in controversy, the damages and other relief
requested, the damages and other relief awarded, a statement of any other issues resolved, the names of
the arbitrators, the dates the claim was filed and the award rendered, the number and dates of hearing
sessions, the location of the hearings, and the signatures of the arbitrators concurring in the award.



(f) All awards and their contents shall be made publicly available.

(9) Fees and assessments imposed by the arbitrators under Rules 10205 and 10332 shall be paid
immediately upon the receipt of the award by the parties. Payment of such fees shall not be deemed
ratification of the award by the parties.

(h) All monetary awards shall be paid within thirty (30) days of receipt unless a motion to vacate has
been filed with a court of competent jurisdiction. An award shall bear interest from the date of the award: (1)
if not paid within thirty (30) days of receipt, (2) if the award is the subject of a motion to vacate which is
denied, or (3) as specified by the arbitrator(s) in the award. Interest shall be assessed at the legal rate, if
any, then prevailing in the state where the award was rendered, or at a rate set by the arbitrator(s).

Amended by SR-NASD-97-34 eff. Aug. 6, 1997; SEC Rel. No. 34-38907 (8/14/97).
Amended by SR-NASD-91-49 eff. Jan. 2, 1992; Oct. 1, 1993.

Amended by SR-NASD-90-62 eff. May 7, 1991.

Amended by SR-NASD-91-09 eff. Apr. 26, 1991.

Amended eff. May 10, 1989.

Selected Notices to Members: 93-37, 93-63, 94-54.

e 10331. Incorporation by Reference

This Code shall be deemed a part of and incorporated by reference in every agreement to arbitrate
under the Rules of the Association including a duly executed Submission Agreement.

Amended eff. May 7, 1991.

e 10332. Schedule of Fees for Customer Disputes

(a) At the time of filing a Claim, Counterclaim, Third-Party Claim or Cross-Claim, a party shall pay a
non-refundable filing fee and shall remit a hearing session deposit to the Association in the amounts
indicated in the schedules below unless such fee or deposit is specifically waived by the Director of
Arbitration.

Where multiple hearing sessions are required, the arbitrators may require any of the parties to make
additional hearing deposits for each additional hearing session. In no event shall the amount deposited by all
parties per hearing session exceed the amount of the largest initial hearing deposit made by any party under
the schedules below.

(b) A hearing session is any meeting between the parties and the arbitrator(s), including a pre-
hearing conference with an arbitrator, which lasts four (4) hours or less. The forum fee for a pre-hearing
conference with an arbitrator shall be the amount set forth in the schedules below as a hearing session
deposit for a hearing with a single arbitrator.

(c) The arbitrators, in their awards, shall determine the amount chargeable to the parties as forum
fees and shall determine who shall pay such forum fees. Forum fees chargeable to the parties shall be
assessed on a per hearing session basis, and the aggregate for each hearing session may equal but shall
not exceed the amount of the largest initial hearing deposit deposited by any party, except in a case where
claims have been joined subsequent to filing in which case hearing session fees shall be computed as
provided in paragraph (d). The arbitrator(s) may determine in the award that a party shall reimburse to
another party any non-refundable filing fee it has paid. If a customer is assessed forum fees in connection
with an industry claim, forum fees assessed against the customer shall be based on the hearing deposit
required under the industry claims schedule for the amount awarded to industry parties to be paid by the
customer and not based on the size of the industry claim. No fees shall be assessed against a customer in
connection with an industry claim that is dismissed; however, in cases where there is also a customer claim,
the customer may be assessed forum fees based on the customer claim under the procedure set out above.
Amounts deposited by a party shall be applied against forum fees, if any. In addition to forum fees, the
arbitrator(s) may determine in the award the amount of costs incurred pursuant to Rules 10319, 10321,
10322, and 10326 and, unless applicable law directs otherwise, other costs and expenses of the parties and
arbitrator(s) which are within the scope of the agreement of the parties. The arbitrator(s) shall determine by
whom such costs shall be borne. If the hearing session fees are not assessed against a party who had
made a hearing deposit, the hearing deposit will be refunded unless the arbitrators determine otherwise.

(d) For claims filed separately which are subsequently joined or consolidated under Rule 10314(d),
the hearing deposit and forum fees assessable per hearing session after joinder or consolidation shall be



based on the cumulative amount in dispute. The arbitrator(s) shall determine by whom such fees shall be
borne.

(e) If the dispute, claim, or controversy does not involve, disclose, or specify a money claim, the non-
refundable filing fee for a public customer shall be $250 and the non-refundable filing fee for an industry
party shall be $500. The hearing session deposit to be remitted by a party shall be $1000 or such greater or
lesser amount as the Director of Arbitration or the panel of arbitrators may require, but shall not exceed the
maximum amount specified in the schedule.

(f) The Association shall retain the total initial amount deposited as hearing session deposits by all
the parties in any matter submitted and settled or withdrawn within eight business days of the first scheduled
hearing session other than a pre-hearing conference.

(g) Any matter submitted and thereafter settled or withdrawn subsequent to the commencement of
the first hearing session, including a pre-hearing conference with an arbitrator, shall be subject to an
assessment of forum fees and costs incurred pursuant to Rules 10319, 10321, 10322, and 10326 based on
hearing sessions held and scheduled within eight business days after the Association receives notice that
the matter has been settled or withdrawn. The arbitrator(s) shall determine by whom such forum fees and
costs shall be borne.

(h) Reserved

(i) Reserved

(j) Reserved

(k) Schedule of Fees

For purposes of the schedule of fees, the term "claim" includes Claims, Counterclaims, Third-Party
Claims, and Cross-Claims. Any such claim made by a customer is a customer claim. Any such claim made
by a member or associated person of a member is an industry claim.

Customer or Associated Person Claimant
Hearing Session Deposit

Amount in Dispute (Exclusive of Claim Filing Fee Deposit for Cases One Three
Interest and Expenses) to be Decided on Arbitrator* Arbitrators?
the Paper Record

$.01-$1,000 $25 $25 $25 NA
$1,000.01-$2,500 $25 $50 $50 NA
$2,500.01-$5,000 $50 $125 $ 125 NA
$5,000.01-$10,000 $75 $ 250 $ 250 NA
$10,000.01-$25,000 $125 $ 300 $ 450 NA
$25,000.01-$30,000 $150 NA $ 450 $ 600
$30,000.01-$50,000 $175 NA $ 450 $ 600
$50,000.01-$100,000 $225 NA $450° $ 750
$100,000.01-$500,000 $300 NA $450° $1,125
$500.000.01-$1,000,000 $375 NA $450° $1,200
$1,000,000.01-$3,000,000 $500 NA $450° $1,200
$3,000,000.01-$5,000,000 $600 NA $450° $1,200
$5,000,000.01-$10,000,000 $600 NA $450° $1,200
Over $10,000,000 $600 NA $450° $1,200

' The dispute is resolved by one arbitrator per hearing session, including pre-hearing conferences.



>The dispute is resolved by three arbitrators per hearing session.

% Fee applies only to pre-hearing conferences with a single arbitrator.

Member Claimant
Hearing Session Deposit

Amount in Dispute (Exclusive Claim Filing Deposit for One Arbitrator* Three

of Interest and Expenses) Fee Cases to be Arbitrators?
Decided on the
Paper Record

$.01-$1,000 $ 200 $25 $25 NA
$1,000.01-$2,500 $ 300 $50 $50 NA
$2,500.01-$5,000 $ 400 $125 $125 NA
$5,000.01-$10,000 $ 500 $ 250 $ 250 NA
$10,000.01-$25,000 $ 750 $ 300 $ 450 NA
$25,000.01-$30,000 $1,000 NA $ 450 $ 600
$30,000.01-$50,000 $1,000 NA $ 450 $ 600
$50,000.01-$100,000 $1,000 NA $450° $ 750
$100,000.01-$500,000 $1,000 NA $450° $1,125
$500.000.01-$1,000,000 $1,250 NA $450° $1,200
$1,000,000.01-$5,000,000 $2,000 NA $450° $1,200
$5,000,000.01-$10,000,000 $2,500 NA $450° $1,200
Over $10,000,000 $5,000 NA $ 450° $1,200

! The dispute is resolved by one arbitrator per hearing session, including pre-hearing conferences.
2 The dispute is resolved by three arbitrators per hearing session.

% Fee applies only to pre-hearing conferences with a single arbitrator.

Amended by SR-NASD-2000-65 eff. Dec. 31, 2000.

Amended by SR-NASD-2000-11 eff. Nov. 1, 2000.

Amended by SR-NASD-99-23 eff. March 18, 1999.

Amended by SR-NASD-97-79 eff. March 18, 1999.

Amended by SR-NASD-95-25 eff. Aug. 1, 1995.

Amended by SR-NASD-94-10 eff. May 2, 1995.

Amended by SR-NASD-94-75 eff. Jan. 1, 1995.

Amended by SR-NASD-90-03 eff. June 18, 1990.

Amended eff. Oct. 1, 1984; July 1, 1987; Apr. 1, 1988; May 10, 1989; June 1, 1990.

Selected Notices to Members: 99-23.

¢ 10333. Member Surcharge and Process Fees

(@) Member Surcharge



(1) Each member that is named as a party to an arbitration proceeding, whether in a Claim,
Counterclaim, Cross-Claim or Third-Party Claim, shall be assessed a surcharge pursuant to the schedule
below when the Director of Arbitration perfects service of the claim naming the member on any party to the
proceeding.

(2) For each associated person who is named, the surcharge shall be assessed against the member
or members that employed the associated person at the time of the events which gave rise to the dispute,
claim or controversy. No member shall be assessed more than a single surcharge in any arbitration
proceeding.

(3) The surcharge shall not be chargeable to any other party under Rules 10332(c) and 10205(c) of
the Code. The Director will refund the surcharge paid by a member in an arbitration filed by a customer if the
arbitration panel: (A) denies all of the customer's claims against the member or associated person; and (B)
allocates all forum fees assessed pursuant to Rule 10332(c) against the customer. The Director may also
refund or cancel the member surcharge in extraordinary circumstances.

Member Surcharge Schedule

Amount in Dispute

$.01-$2,500 $150
$2,500.01-$5,000 $200
$5,000.01-$10,000 $325
$10,000.01-$25,000 $425
$25,000.01-$30,000 $600
$30,000.01-$50,000 $875
$50,000.01-$100,000 $1,100
$100,000.01-$500,000 $1,700
$500,000.01-$1,000,000 $2,250
$1,000,000.01-$5,000,000 $2,800
$5,000,000.01-$10,000,000 $3,350
Over $10,000,000 $3,750

(4) For purposes of this Rule, service is perfected when the Director of Arbitration properly serves
the Respondents to such proceeding under Rule 10314 of the Code.

(5) If the dispute, claim, or controversy does not involve, disclose, or specify a money claim, the non-
refundable surcharge shall be $1,500 or such greater or lesser amount as the Director of Arbitration or the
panel of arbitrators may require, but shall not exceed the maximum amount specified in the schedule.

(b) Prehearing and Hearing Process Fees

(1) Each member that is a party to an arbitration proceeding in which more than $25,000 is in dispute
will pay:

(A) a non-refundable prehearing process fee of $750, due at the time the parties are sent arbitrator
lists in accordance with Rule 10308(b)(5); and

(B) a non-refundable hearing process fee, due when the parties are notified of the date and location
of the first hearing session, as set forth in the schedule below.

(2) If an associated person of a member is a party, the member that employed the associated person
at the time of the events which gave rise to the dispute, claim or controversy will be charged the process
fees, even if the member is not a party. No member shall be assessed more than one prehearing and one
hearing process fee in any arbitration proceeding.

(3) The prehearing and hearing process fees shall not be chargeable to any other party under Rules
10332(c) and 10205(c) of the Code.

Hearing Process Fee Schedule

Damages Requested Hearing Process Fee
$1-$25,000 $0
$25,000.01-$50,000 $ 1,000

$50,000.01-$100,000 $ 1,700



$100,000.01-$500,000 $ 2,750

$500,000.01-$1,000,000 $ 4,000
$1,000,000.01-$5,000,000 $ 5,000
More than $5,000,000 $ 5,500
Unspecified $ 2,200

Amended by SR-NASD-2003-01 eff. Jan. 13, 2003.
Amended by SR-NASD-2001-62 eff. Nov. 19, 2001.
Amended by SR-NASD-98-93 eff. Dec. 11, 1998.
Amended by SR-NASD-97-96 eff. Jan. 2, 1998.
Amended by SR-NASD-97-88 eff. Dec. 11, 1997.
Amended by SR-NASD-97-40 eff. July 1, 1997.
Amended by SR-NASD-94-74 eff. Dec. 28, 1994.
Amended by SR-NASD-94-16 eff. Mar. 31, 1994.
Added by SR-NASD-94-11 eff. Feb. 25, 1994.

Selected Notices to Members: 87-55, 88-14, 90-47, 94-26, 95-1,
98-1, 01-70, 03-06.

e 10334. Direct Communication Between Parties and Arbitrators

(a) This rule provides procedures under which parties and arbitrators may communicate directly.

(b) Only parties that are represented by counsel may use direct communication under this Rule. If,
during the proceeding, a party chooses to appear pro se (without counsel), this Rule shall no longer apply.

(c) All arbitrators and all parties must agree to the use of direct communication during the Initial
Prehearing Conference or a later conference or hearing before it can be used.

(d) Parties may send the arbitrators only items that are listed in an order.

(e) Parties may send items by regular mail, overnight courier, facsimile, or email. All the arbitrators
and parties must have facsimile or email capability before such a delivery method may be used.

(f) Copies of all materials sent to arbitrators must also be sent at the same time and in the same
manner to all parties and the Director. Materials that exceed 15 pages, however, shall be sent to the Director
only by regular mail or overnight courier.

(g) The Director must receive copies of any orders and decisions made as a result of direct
communications among the parties and the arbitrators.

(h) Parties may not communicate orally with any of the arbitrators outside the presence of all parties.

(i) Any party or arbitrator may terminate the direct communication order at any time, after giving
written notice to the other arbitrators and the parties.

Adopted by SR-NASD-2003-163 eff. Sept. 30, 2004.

Selected Notice to Members: 04-62.

¢ 10335. Temporary Injunctive Orders; Requests for Permanent Injunctive Relief

(a) Temporary Injunctive Orders

(1) In industry or clearing disputes required to be submitted to arbitration pursuant to Rule 10201,
parties may seek a temporary injunctive order, as defined in paragraph (a)(2) of this Rule, from a court of
competent jurisdiction. Parties to a pending arbitration may seek a temporary injunctive order from a court of
competent jurisdiction even if another party has already filed a claim arising from the same dispute in
arbitration pursuant to this paragraph, provided that an arbitration hearing on a request for permanent
injunctive relief pursuant to paragraph (b) of this Rule has not yet begun.

(2) For purposes of this Rule, temporary injunctive order means a temporary restraining order,
preliminary injunction or other form of initial, temporary injunctive relief.

(3) A party seeking a temporary injunctive order from a court with respect to an industry or clearing
dispute required to be submitted to arbitration pursuant to Rule 10201 shall simultaneously file with the
Director a Statement of Claim requesting permanent injunctive and all other relief with respect to the same
dispute in the manner specified under this Code. The party seeking temporary injunctive relief shall also
serve the Statement of Claim requesting permanent injunctive and all other relief on all other parties in the
same manner and at the same time as the Statement of Claim is filed with the Director. Filings and service
under this Rule shall be made by facsimile, overnight delivery service or messenger. Service shall be made
on all parties at the same time and in the same manner, unless the parties agree otherwise. A party



obtaining a court-issued temporary injunctive order shall notify the Director and the other parties of the
issuance of the order within one business day.

(4) Unless otherwise stated, for purposes of computation of time under any paragraph of this Rule,
any reference to days means calendar days, including Saturdays, Sundays or any NASD holiday. However,
if a party must provide notice or a response to the Director and the day on which that notice or response to
the Director must be given falls on a Saturday, Sunday or any NASD holiday, then the time period is
extended until the next business day.

(b) Hearing on Request for Permanent Injunctive Relief

(1) Scheduling of Hearing

If a court issues a temporary injunctive order, an arbitration hearing on the request for permanent
injunctive relief shall begin within 15 days of the date the court issues the temporary injunctive order. If the
15th day falls on a Saturday, Sunday, or NASD holiday, the 15-day period shall expire on the next business
day. Unless the parties agree otherwise, a hearing lasting more than one day shall be held on consecutive
days when reasonably possible. The Director shall provide to all parties notice of the date, time and place of
the hearing at least three days prior to the beginning of the hearing.

(2) Composition of Arbitration Panel

The hearing on the request for permanent injunctive relief shall be heard by a panel of three
arbitrators, who shall either be all non-public arbitrators as defined in Rule 10308(a)(4), or, if the underlying
dispute would be heard by a public arbitrator or panel consisting of a majority of public arbitrators under Rule
10202, a majority of public arbitrators as defined in Rule 10308(a)(5).

(3) Selection of Arbitrators and Chairperson

(A)(i) In cases in which all of the members of the arbitration panel are non-public under paragraph
(b)(2) of this Rule, the Director shall generate and provide to the parties a list of seven arbitrators from a
national roster of arbitrators. The Director shall send to the parties the employment history for the past 10
years for each listed arbitrator and other background information. At least three of the arbitrators listed shall
be lawyers with experience litigating cases involving injunctive relief.

(ii) Each party may exercise one strike to the arbitrators on the list. Within three days of receiving the
list, each party shall inform the Director which arbitrator, if any, it wishes to strike, and shall rank the
remaining arbitrators in order of preference. The Direct shall consolidate the parties' rankings, and shall
appoint arbitrators based on the order of rankings on the consolidated list, subject to the arbitrators'
availability and disqualification.

(B)(i) In cases in which the panel of arbitrators consists of a majority of public arbitrators under
paragraph (b)(2) of this Rule, the Director shall generate and provide to the parties a list of nine arbitrators
from a national roster of arbitrators. The Director shall send to the parties employment history for the past 10
years for each listed arbitrator and other background information. At least a majority of the arbitrators listed
shall be public arbitrators, and at least four of the arbitrators listed shall be lawyers with experience litigating
cases involving injunctive relief.

(ii) Each party may exercise two strikes to the arbitrators on the list. Within three days of receiving
the list, each party shall inform the Director which arbitrators, if any, it wishes to strike, and shall rank the
remaining arbitrators in order of preference. The Director shall consolidate the parties' rankings, and shall
appoint arbitrators based on the order of rankings on the consolidated list, subject to the arbitrators’
availability and disqualification.

(C)(i) Each party shall inform the Director of its preference of chairperson of the arbitration panel by
the close of business on the next business day after receiving notice of the panel members.

(ii) If the parties do not agree on a chairperson within that time, the Director shall select the
chairperson. In cases in which the panel consists of a majority of public arbitrators, the Director shall select a
public arbitrator as chairperson. Whenever possible, the Director shall select as chairperson the lawyer with
experience litigating cases involving injunctive relief whom the parties have ranked the highest.

(D) The Director may exercise discretionary authority and make any decision that is consistent with
the purposes of this Rule and Rule 10308 to facilitate the appointment of arbitration panels and the selection
of chairperson.

(4) Applicable Legal Standard

The legal standard for granting or denying a request for permanent injunctive relief is that of the state
where the events upon which the request is based occurred, or as specified in an enforceable choice of law
agreement between the parties.

(5) Effect of Pending Temporary Injunctive Order

Upon a full and fair presentation of the evidence from all relevant parties on the request for
permanent injunctive relief, the panel may prohibit the parties from seeking an extension of any court-issued
temporary injunctive order remaining in effect, or, if appropriate, order the parties jointly to move to modify or
dissolve any such order. In the event that a panel's order conflicts with a pending court order, the panel's
order will become effective upon expiration of the pending court order.

(6) Fees, Costs and Expenses, and Arbitrator Honorarium



(A) The parties shall jointly bear reasonable travel-related costs and expenses incurred by arbitrators
who are required to travel to a hearing location other than their primary hearing location(s) in order to
participate in the hearing on the request for permanent injunctive relief. The arbitrators may reallocate such
costs and expenses among the parties in the award.

(B) The party seeking injunctive relief shall pay the expedited hearing fees pursuant to Rule
10205(h), or, where both sides seek such relief, both parties shall pay such fees. In either event, however,
the arbitrators may reallocate such fees among the parties in the award.

(C) Notwithstanding any other provision in the Code, the chairperson of the panel hearing a request
for permanent injunctive relief pursuant to this Rule shall receive an honorarium of $375 for each single
session, and $700 for each double session, of the hearing. Each other member of the panel shall receive an
honorarium of $300 for each single session, and $600 for each double session, of the hearing. The parties
shall equally pay the difference between these amounts and the amounts panel members and the
chairperson receive under the Code pursuant to IM-10104. The arbitrators may reallocate such amount
among the parties in the award.

(c) Hearing on Damages or other Relief

(1) Upon completion of the hearing on the request for permanent relief, the panel, may, if necessary,
set a date for any subsequent hearing on damages or other relief, which shall be held before the same panel
of arbitrators and which shall include, but not be limited to, the same record.

(2) The parties shall jointly bear reasonable travel-related costs and expenses incurred by arbitrators
who are required to travel to a hearing location other than their primary hearing location(s) in order to
participate in any subsequent hearings on damages or other relief. The arbitrators may reallocate such costs
and expenses among the parties in the award.

(d) Effective Date

This Rule shall apply to arbitration claims filed on or after March 25, 2002. Except as otherwise
provided in this Rule, the remaining provisions of the Code shall apply to proceedings instituted under this
Rule.

Amended by SR-NASD-2000-02 eff. March 25, 2002.

Amended by SR-NASD-2001-89 eff. Dec. 18, 2001 (extending expiration date).
Amended by SR-NASD-2000-75 eff. Jan. 5, 2001.

Amended by SR-NASD-99-72 eff. Dec. 28, 1999.

Amended by SR-NASD-99-27 eff. June 16, 1999.

Amended by SR-NASD-98-97 eff. Dec. 28, 1998.

Amended by SR-NASD-98-42 eff. June 24, 1998.

Amended by SR-NASD-97-87 eff. Jan. 3, 1998.

Amended by SR-NASD-96-44 eff. Dec. 20, 1996.

Adopted by SR-NASD-93-38 eff. Jan. 3, 1996.

Selected Notices to Members: 95-83, 02-13.

e 10400. NASD Code of Mediation Procedure

10401. Definitions.

Unless otherwise defined in the Code, terms used in the Code and interpretive material, if defined
in the NASD By-Laws, shall have the meaning as defined in the NASD By-Laws.

(a) Board

The term “Board” means the Board of Directors of NASD Dispute Resolution, Inc.
(b) Code

The term “Code” means the NASD Code of Mediation Procedure.

(c) Director

The term “Director"” in the Rule 10400 Series refers to the Director of Mediation at NASD
Dispute Resolution. Unless the Code or any other NASD rule provides otherwise, the term includes
NASD staff to whom the Director of Mediation has delegated authority.



(d) Matter
The term “matter” means a dispute, claim, or controversy.
(e) NAMC

The term “NAMC” means the National Arbitration and Mediation Committee of the Board of
Directors of NASD Dispute Resolution, Inc.

(f) NASD

Unless the Code specifies otherwise, the term “NASD” includes NASD, Inc., and NASD
Dispute Resolution, Inc.

(9)

Reserved.

(h)

Reserved.

(i) Submission Agreement

The term “Submission Agreement” means the NASD Mediation Submission Agreement.
The NASD Mediation Submission Agreement is a document that parties must sign at the outset of
a mediation in which they agree to submit to mediation under the Code.

Adopted by SR-NASD-2004-013 eff. Jan. 30, 2006.

Selected Notice to Members: 05-85.

10402. Applicability of Code

The Code applies to any matter submitted to mediation at NASD.

Adopted by SR-NASD-2004-013 eff. Jan. 30, 2006.

Selected Notice to Members: 05-85.

10403. National Arbitration and Mediation Committee

(a) Pursuant to Part V(C)(1)(b) of the Plan of Allocation and Delegation of Functions by NASD to
Subsidiaries (“Delegation Plan”), the Board shall appoint a National Arbitration and Mediation
Committee (“NAMC").

(1) The NAMC shall consist of no fewer than ten and no more than 25 members. At least 50
percent of the NAMC shall be Non-Industry members.

(2) The Chairperson of the Board shall name the Chairperson of the NAMC.

(b) Pursuant to the Delegation Plan, the NAMC shall have the authority to recommend
rules, regulations, procedures and amendments relating to arbitration, mediation, and other dispute
resolution matters to the Board. All matters recommended by the NAMC to the Board must have



been approved by a quorum, which shall consist of a majority of the NAMC, including at least 50
percent of the Non-Industry committee members. If at least 50 percent of the Non-Industry
committee members are either (i) present at or (ii) have filed a waiver of attendance for a meeting
after receiving an agenda prior to such meeting, the requirement that at least 50 percent of the
Non-Industry committee members be present to constitute the quorum shall be waived. The NAMC
has such other power and authority as is necessary to carry out the purposes of this Code.

(c) The NAMC may meet as frequently as necessary, but must meet at least once a year.

Adopted by SR-NASD-2004-013 eff. Jan. 30, 2006.

Selected Notice to Members: 05-85.

10404. Director of Mediation

(a) The Board shall appoint a Director of Mediation to administer mediations under the Code. The
Director will consult with the NAMC on the administration of mediations, as necessary.

(b) The Director may delegate his or her duties when appropriate, unless the Code provides
otherwise.

Adopted by SR-NASD-2004-013 eff. Jan. 30, 2006.

Selected Notice to Members: 05-85.

10405. Mediation Under the Code

(a) Mediation under the Code is voluntary, and requires the written agreement of all parties. No
party may be compelled to participate in a mediation or to settle a matter by NASD, or by any
mediator appointed to mediate a matter pursuant to the Code.

(b) If all parties agree, any matter that is eligible for arbitration under the NASD Code of
Arbitration Procedure, or any part of any such matter, or any dispute related to such matter,
including procedural issues, may be submitted for mediation under the Code.

(c) A matter is submitted to mediation when the Director receives an executed Submission
Agreement from each party.

(d) The Director shall have the sole authority to determine if a matter is eligible to be
submitted for mediation.

Adopted by SR-NASD-2004-013 eff. Jan. 30, 2006.

Selected Notice to Members: 05-85.

10406. Effect of Mediation on Arbitration Proceedings

(a) Unless the parties agree otherwise, the submission of a matter for mediation will not stay or
otherwise delay the arbitration of a matter pending at NASD. If all parties agree to stay an
arbitration in order to mediate the matter, the arbitration will be stayed, notwithstanding any
provision to the contrary in this Code or any other NASD rule.

(b) If mediation is conducted through NASD, no adjournment fees will be charged for
staying the arbitration in order to mediate.



Adopted by SR-NASD-2004-013 eff. Jan. 30, 2006.

Selected Notice to Members: 05-85.

10407. Mediator Selection
(a) A mediator may be selected:
* By the parties from a list supplied by the Director;
* By the parties from a list or other source of their own choosing; or
« By the Director if the parties do not select a mediator after submitting a matter to mediation.

(b) For any mediator assigned or selected from a list provided by NASD, the parties will be
provided with information relating to the mediator's employment, education, and professional
background, as well as information on the mediator's experience, training, and credentials as a
mediator.

(c) Any mediator selected or assigned to mediate a matter shall comply with the provisions
of Rule 10312(a), (b) and (c) of the NASD Code of Arbitration Procedure, unless, with respect to a
mediator selected from a source other than a list provided by NASD, the parties elect to waive such
disclosure.

(d) No mediator may serve as an arbitrator of any matter pending in NASD arbitration in
which he served as a mediator; nor may the mediator represent any party or participant to the
mediation in any subsequent NASD arbitration relating to the subject matter of the mediation.

Adopted by SR-NASD-2004-013 eff. Jan. 30, 2006.

Selected Notice to Members: 05-85.

10408. Limitation on Liability

NASD, its employees, and any mediator named to mediate a matter under the Code shall not be
liable for any act or omission in connection with a mediation administered under the Code.

Adopted by SR-NASD-2004-013 eff. Jan. 30, 2006.

Selected Notice to Members: 05-85.

10409. Mediation Ground Rules

(a) The following Ground Rules govern the mediation of a matter. The parties to a mediation may
agree to amend any or all of the Ground Rules at any time. The Ground Rules are intended to be
standards of conduct for the parties and the mediator.

(b) Mediation is voluntary and any party may withdraw from mediation at any time prior to
the execution of a written settlement agreement by giving written notice of withdrawal to the
mediator, the other parties, and the Director.

(c) The mediator shall act as a neutral, impartial, facilitator of the mediation process and
shall not have any authority to determine issues, make decisions or otherwise resolve the matter.



(d) Following the selection of a mediator, the mediator, all parties and their representatives
will meet in person or by conference call for all mediation sessions, as determined by the mediator
or by mutual agreement of the parties. The mediator shall facilitate, through joint sessions,
caucuses and/or other means, discussions between the parties, with the goal of assisting the
parties in reaching their own resolution of the matter. The mediator shall determine the procedure
for the conduct of the mediation. The parties and their representatives agree to cooperate with the
mediator in ensuring that the mediation is conducted expeditiously, to make all reasonable efforts
to be available for mediation sessions, and to be represented at all scheduled mediation sessions
either in person or through a person with authority to settle the matter.

(e) The mediator may meet with and communicate separately with each party or the party’s
representative. The mediator shall notify all other parties of any such separate meetings or other
communications.

(f) The parties agree to attempt, in good faith, to negotiate a settlement of the matter
submitted to mediation. Notwithstanding that a matter is being mediated, the parties may engage in
direct settlement discussions and negotiations separate from the mediation process.

(g) Mediation is intended to be private and confidential.

(1) The parties and the mediator agree not to disclose, transmit, introduce, or otherwise use
opinions, suggestions, proposals, offers, or admissions obtained or disclosed during the mediation
by any party or the mediator as evidence in any action at law, or other proceeding, including a
lawsuit or arbitration, unless authorized in writing by all other parties to the mediation or compelled
by law, except that the fact that a mediation has occurred shall not be considered confidential.

(2) Notwithstanding the foregoing, the parties agree and acknowledge that the provisions of
this paragraph shall not operate to shield from disclosure to NASD or any other regulatory
authority, documentary or other information that NASD or other regulatory authority would be
entitled to obtain or examine in the exercise of its regulatory responsibilities.

(3) The mediator will not transmit or otherwise disclose confidential information provided by
one party to any other party unless authorized to do so by the party providing the confidential
information.

Adopted by SR-NASD-2004-013 eff. Jan. 30, 2006.

Selected Notice to Members: 05-85.

10410. Mediation Fees
(a) Filing Fees: Cases Filed Directly in Mediation

Each party to a matter submitted directly to a mediation administered under the Code must
pay an administrative fee to NASD in the amounts indicated in the schedule below, unless such fee
is specifically waived by the Director.

Amount in Controversy | Customer and Associated Person Fee | Member Fee

$.01-$25,000 $50 $150
$25,000.01-$100,000 $150 $300
Over $100,000 $300 $500

(b) Filing Fees: Cases Initially Filed in Arbitration



When a matter is initially filed in arbitration and subsequently submitted to mediation under
the Code, each party must pay an administrative fee to NASD in the amounts indicated in the
schedule below, unless such fee is specifically waived by the Director.

Amount in Controversy | Customer and Associated Person Fee | Member Fee

$.01-$25,000 $0 $0
$25,000.01-$100,000 $100 $150
Over $100,000 $250 $500

(c) Mediator Fees and Expenses

The parties to a mediation administered under the Code must pay all of the mediator's
charges, including the mediator's travel and other expenses. The charges shall be specified in the
Submission Agreement and shall be apportioned equally among the parties unless they agree
otherwise. Each party shall deposit with NASD its proportional share of the anticipated mediator
charges and expenses, as determined by the Director, prior to the first mediation session.

Adopted by SR-NASD-2004-013 eff. Jan. 30, 2006.

Selected Notice to Members: 05-85.
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