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Section 8

Designation of the Number of Arbitrators

(a)(1) In all arbitration matters involving public customers and
nonmembers where the matter in controversy exceeds $10,000, or
where the matter in controversy does not involve or disclose a
money claim, the Director of Arbitration shall appoint an arbitra-
tion panel that shall consist of no less than three (3) arbitrators, at
least a majority of whom shall not be from the securities industry,
unless the public customer or non-member requests a panel con-
sisting of at least a majority from the securities industry.

(2) An arbitrator will be deemed as being from the securities

industry if he or she:

(1) Is a person associated with a member, or broker-dealer, gov-

ernment securities broker, government securities dealer, munici-

pal securities dealer, or registered investment adviser, or

(i) Has been associated with any of the above within the past

three (3) years, or (iii) Is retired from any of the above, or

(iv) Is an attorney, accountant, or other professional who de-

voted twenty (20) percent or more of his or her professional

work effort- to securities industry clients within the last two

years. (v) Is an individual who is registered under the Commod-

ity Exchange Act or is a member of a registered futures associa-

tion or any commodities exchange or is associated with any such

person(s). ,

(3) An arbitrator who is not from the securities industry shall

be deemed a public arbitrator. A person will not be classified as a
public arbitrator if he or she has a spouse or other member of the
household who is a person associated with a registered broker,
dealer, municipal securities dealer, government securities broker,
government securities dealer, or investment adviser.

(b) Composition of Panels

The individuals who shall serve on a particular arbitration panel
shall be determined by the Director of Arbitration. The Director
of Arbitration may name the chairman of each panel.

Section 9

Notice of Selection of Arbitrators

The Director of Arbitration shall inform the parties of the arbi-.
trators’ names, employment histories for the past ten (10) years, as
well as information disclosed pursuant to Section 11, at least fifteen
(15) business days prior to the date fixed for the first hearing ses-
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sion. A party may make further inquiry of the Director of Arbitra-
tion concerning an arbitrator’s background. In the event that prior
to the first hearing session, any arbitrator should become disquali-
fied, resign, die, refuse, or otherwise be unable to perform as an
arbitrator, the Director of Arbitration shall appoint a replacement
arbitrator to fill the vacancy on the panel. The Director of Arbitra-
tion shall inform the parties as soon as possible of the name and
employment history of the replacement arbitrator for the past ten
(10) years, as well as information disclosed pursuant to Section 11.
A party may make further inquiry of the Director of Arbitration
concerning the replacement arbitrators background and, within the
time remaining prior to the first hearing session or the ten (10) day
period provided under Section 10, whichever is shorter, may exer-
cise its right to challenge the replacement arbitrator as provided in
Section 10.

Section 10

Challenges

In any arbitration proceeding, each party shall have the right to
one peremptory challenge. In arbitrations where there are multi-
ple 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 Respon-
dents shall have one peremptory challenge, unless the Director of
Arbitration determines that the interests of justice would best be
served by awarding additional peremptory challenges. Unless ex-
tended by the Director of Arbitration, a party wishing to exercise a
peremptory challenge must do so by notifying the Director of Ar-
bitration in writing within ten (10) business days of notification of
the identity of the persons named under Section 20(d), (e) or Sec-
tion 9, whichever comes first. There shall be unlimited challenges
for cause. '

Section 11
Disclosures Required by Arbitrators

(a) Each arbitrator shall be required to disclose to the Director
of Arbitration any circumstances that might preclude such arbitra-
tor 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.
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(2) Any existing or past financial, business, professional,
family or social relationships that are likely to affect impartiality or
that might reasonably create an appearance of partiality or bias.
Persons requested to serve as arbitrators should disclose any such
relationships that they personally have with any party or its coun-
sel, or with any individual whom they have been told will be a wit-
ness. They should also disclose any such relationship involving
members of their families, or their current employers, or their cur-
rent employers’ partners or business associates.

+ (b) Persons who are requested to accept appointment as arbitra-
tors should make a reasonable effort to inform themselves of any
interests or relationships described in paragraph (a) above.

(c) The obligation to disclose interests, relationships, or circum-
stances that might preclude an arbitrator from rendering an objec-
tive and impartial determination described in subsection (a) hereof
is a continuing duty that requires a person who accepts appoint-
ment as an arbitrator to disclose, at any stage of the arbitration,
any such interests, relationships, or circumstances that arise, or that
are recalled or discovered.

(d) Prior to the commencement of the first hearing session, the
Director of Arbitration may remove an arbitrator based on infor-
mation disclosed pursuant to this section. The Director of Arbitra-
tion shall also inform the parties of any information disclosed
pursuant to this section if the arbitrator who disclosed the informa-
tion is not removed.

Section 12
Disqualification or Other Disability of Arbitrators

In the event that any arbitrator, after the commencement of the
first hearing session but prior to the rendition of the award, should
become disqualified, resign, die, refuse, or. otherwise be unable to
perform as an arbitrator, the remaining arbitrator(s) may continue
with the hearing and determination of the controversy unless such
continuation is objected to by any party within five (5) days of noti-
fication of the vacancy on the panel. Upon objection, the Director
of Arbitration shall appoint a new member to the panel to fill any
vacancy. The Director of Arbitration shall inform the parties as
soon as possible of the name and employment history for the past
ten (10) years of the replacement arbitrator, as well as information
disclosed pursuant to Section 11. A party may further ask the Di-
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rector of Arbitration about the replacement arbitrators back-
ground and, within the time remaining prior to the next scheduled
hearing session or the ten (10) day period provided under Section
10, whichever is shorter, may exercise its right to challenge the re-
placement arbitrator as provided in Section 10.

Section 13
Initiation of Proceedings

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

(a) Statement of Claim

The Claimant shall file with the Director of Arbitration an exe-
cuted Submission Agreement, a Statement of Claim, together with
documents in support of the claim, and the required deposit. Suffi-
cient additional copies of the Submission Agreement and the State-
ment of Claim and supporting documents shall be provided to the
Director of Arbitration for each party and for each arbitrator. 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.

(b) Service and Filing with the Director of Arbitration

For purposes of the Code of Arbitration Procedure, 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 post-
age prepaid 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.

(c) Answers — Defenses, Counterclaims, and/or Cross-Claims

(1) Within twenty (20) business days from receipt of the State-
ment of Claim, the Respondent(s) shall serve each party with an
executed Submission Agreement and a copy of Respondent(s) An-
swer. An executed Submission Agreement and Answer of the Re-
spondent(s) shall also be filed with the Director of Arbitration with
sufficient additional copies for the arbitrator(s), along with any de-
posit required under the schedule of fees. The Answer shall spec-
ify all available defenses and relevant facts that will be relied upon
at the hearing. It also may set forth any related Counterclaim the
Respondent(s) may have against the Claimant, and Cross-Claim
the Respondent(s) may have against any other named Respon-
dent(s), and any Third-Party Claim against any other party or per-
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son based upon any existing dispute, claim, or controversy subject
to arbitration under this Code.

(2)(i) A Respondent, Responding Claimant, Cross-Claimant,
Cross-Respondent, or Third-Party Respondent who pleads only a
general denial as an answer may, upon objection by a party, in the
discretion of the arbitrators, be barred from presenting any fact or
defenses at the time of the hearing,

(i) 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. -

(iii) A Respondent, Responding Claimant, Cross-Claimant,
Cross-Respondent, or Third-Party Respondent who fails to file an
answer within twenty (20) business days from receipt of service of a
claim, unless the time to answer has been extended pursuant to.
paragraph (c)(5), may, in the discretion of the arbitrators, be
barred from presenting any matter, arguments, or defenses at the
hearing.

(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 (1) and (2)
above.

(4) The Claimant shall serve each party with a reply to a Coun-
terclaim within ten (10) business days of receipt of an Answer con-
taining a Counterclaim. The reply shall also be filed with the
Director of Arbitration with sufficient additional copies for the
arbitrator(s).

(5) The Director of Arbitration may extend any period in this
section (whether such be denominated as a Claim, Answer, Coun-
terclaim, Cross-Claim, Reply, or Third-Party pleading)..

(d) Joining 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 in the
alternative in respect of or arising out of the same transaction, oc-
currence, or series of transactions or occurrences and if any ques-
tion of law or fact common to all these parties will arise in the
action. All persons may be joined in one action as respondents if



1996] . SICA 551

there is asserted against them jointly, severally, or in the alterna-
tive, any right to relief in respect of or arising out of the same
transaction, occurrence, or series of transactions or occurrences
and if any question of law or fact common to all respondents will
arise in the action. A claimant or respondent need not be inter-
ested in obtaining or defending 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 respon-
dents according to their respective liabilities.

(2) In arbitrations where there are multiple claimants, respon-
dents 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 determi-
nations 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) All final determinations with respect to joining, consolida-
tion, and multiple parties under this subsection shall be made by
the arbitration panel. -

Section 14

Designation of Time and Place of Hearings

The time and place for the initial hearing shall be determined by
the Director of Arbitration and each hearing thereafter by the ar-
bitrators. Notice of the time and place for the initial hearing shall
be given at least fifteen (15) business days prior to the date fixed
for the hearing 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 section. Notice for each
hearing, thereafter, shall be given as the arbitrators may determine.
Attendance at a hearing waives notice thereof.

Section 15
Representation by an Attorney

All parties shall have the right to be represented by an attorney
at any stage of the proceedings. Issues regarding the qualifications
of a person to represent a party in arbitration are governed by ap-
plicable law and may be determined by an appropriate court or
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other regulatory agency. In the absence of a court order, the arbi-
tration proceeding shall not be stayed or otherwise delayed pend-
ing resolution of such issues.

Section 16

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 attorney(s) shall be entitled to
attend all hearings.

Section 17

Failure to Appear

If any of the parties, after due notice, fail 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 en-
tered an appearance in the matter submitted.

Section 18

Adjournments

(a) The arbitrators may, in their discretion, adjourn any hear-
ing(s) either on their own initiative or on the request of any party
to the arbitration.

(b) Unless waived by the Director of Arbitration, a party re-
questing an adjournment after arbitrators have been appointed
shall deposit a fee, equal to the initial deposit of forum fees for the
first adjournment and twice the initial deposit of forum fees, not to
exceed $1,000, for a second or subsequent adjournment requested
by that party. If the adjournment is not granted the deposit shall
be refunded. If the adjournment is granted, the arbitrators may
direct the return of the adjournment fee.

(c) Upon receiving a third request consented to by all parties for
an adjournment, the arbitrators may dismiss the arbitration with-
out prejudice to the Claimant filing a new arbitration.
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Section 19
Acknowledgment of Pleadings

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

Section 20
General Provisions Governing A Pre-Hearing Proceeding

(a) Requests for Documents and Information

The parties shall cooperate to the fullest extent practicable in the.
voluntary exchange of information to expedite the arbitration.
Any request for documents or other information should be spe-
cific, 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 twenty
(20) business days or more after service of the Statement of Claim
by the Director of Arbitration or upon filing of the Answer, which-
ever is earlier. The requesting party shall serve the information
request on all parties and file a copy with the Director of Arbitra-
tion. The parties shall endeavor to resolve disputes regarding an
information request. Such efforts shall be set forth in the
objection.

(2) Unless a greater time is allowed by the requesting party, in-
formation 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 information requests shall be
served on all parties and filed with the Director of Arbitration and
within ten (10) calendar days of receipt of the objection.

(4) Upon the written request of a party who does not receive the
sought information the matter will be referred by the Director of
Arbitration to either a pre-hearing conference under paragraph (d)
of this section or to a selected arbitrator under paragraph (e) of
this section.

(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 docu-
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ments in their possession and shall identify witnesses they intend to
present at the hearing. The parties may provide a list of those doc-
uments that have already been produced pursuant to the other pro-
visions of this Section 20 instead of the actual documents. A list of
such documents served under this paragraph shall be served on the
Director of Arbitration at the same time and in the same manner
as service on the parties. In addition, at least twenty (20) calendar
days prior to the first scheduled hearing date, the parties also shall
serve on each other a list identifying witnesses they intend to pres-
ent at the hearing by name, address and business affiliation. A
copy of the list of witnesses shall be served on the Director of Arbi-
tration at the same time and in the same manner as service on the
parties. The arbitrators may exclude from the arbitration any doc-
uments not exchanged or identified or witnesses not identified in
accordance with the requirements of this paragraph. This does not
require service of copies of documents or of a list identifying wit-
nesses that 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 pre-
side. The pre-hearing conference may be held by telephone con-
ference call. The presiding person shall seek to achieve agreement
among the parties on any issues that relate to the pre-hearing pro-
cess or to the hearing including, but not limited to, the exchange of
information, exchange or production of documents, identification
of witnesses, identification and exchange of hearing documents,
stipulations of facts, identification and briefing of contested issues,
and any other matters that will expedite the arbitration
proceedings. '

(2) Any issues raised at the pre-hearing conference that are not
resolved may be referred by the Director of Arbitration 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 referred to under
this section. Such arbitrator shall be authorized to act on behalf of
the panel to issue subpoenas, direct appearances and production of
documents, and set deadlines. Decisions under this paragraph shall
be based on the papers submitted by the parties, unless the arbitra-
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tor calls a hearing. The arbitrator may elect to refer any issue
under this paragraph to the full panel.

(f) Subpoenas

The arbitrator(s) and any attorney(s) of record to the proceeding
shall have the power of subpoena process as provided by law. All
parties shall be given a copy of the subpoena upon its issuance.
The parties shall produce witnesses and present proofs to the ful-
lest extent possible without resort to the subpoena process.

(g) Power to Direct Appearance and Production of Documents

The arbitrator(s) shall be empowered without resort to the sub-
poena process to direct the appearance of any person employed by
or associated with any member or member organization of the self-
regulatory organization and/or the production of any records in the
possession or control of such persons or members. Unless the arbi-
trator(s) directs otherwise, the party requesting the appearance of
a person or the production of documents under this section shall
bear all reasonable costs of such appearance and/or production.

Section 21

Evidence

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

Section 22

Interpretation of and Enforcement of Arbitrator Rulings

The arbitrator(s) shall be empowered to interpret and determine
the applicability of all provisions under this Code and to take ap-
propriate action to obtain compliance with any ruling by the arbi-
trator(s), including but not limited to imposing sanctions pursuant
to Section 5. Such interpretations and actions to obtain compliance
shall be final and binding upon the parties.

-Section 23
Determinations of Arbitrators

All rulings and determinations of the panel shall be by a majority
of the arbitrators.
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Section 24

Record of Proceedings

A verbatim record by stenographic reporter or tape recording of
all arbitration hearings shall be kept. If a party or parties to a dis-
pute elect to have the record transcribed, the party or parties mak-
ing the request shall bear the cost of such transcription unless the
arbitrators direct otherwise. The arbitrators may also direct that
the record be transcribed. If the record is transcribed at the re-
quest of any party, a copy shall be provided by the arbitrators.

Section 25
QOaths of the Arbitrators and Witnesses

Prior to the commencement of the first session, an oath or affir-
mation shall be administered to the arbitrator(s). All testimony
shall be under oath or affirmation.

Section 26

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 differ-
ent pleading in accordance with the provisions set forth in Section
13(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 Section 13(b).

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

Section 27

Reopenings of Hearings

Where permitted by law, the hearings may be reopened by the
arbitrators on their own motion or in the discretion of the arbitra-
tors upon application of a party at any time before the award is
rendered.
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Section 28
Awards

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

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

(¢) The Director of Arbitration shall endeavor to serve a copy of
the award:

(i) by facsimile transmission or other electronic means; or
(ii) by registered or certified mail upon all parties or their coun-
sel, at the address of record; or (iii) by personally serving the
award upon the parties; or (iv) by filing or delivering the award
in such a manner as may be authorized by law.

(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 name of the parties, the name(s)
of counsel, if any, a summary of the issues, including the type(s) of
any security or product, in controversy, the damages and/or other
relief requested, the damages and/or other relief awarded, a state-
ment of any other issues resolved, the names of the arbitrators, and
the signatures of the arbitrators concurring in the award.

(f) Summary information contained in the awards shall be made
publicly available in accordance with policies of the sponsoring
self-regulatory organization.

(g) 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).
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(h) The arbitrator(s) may grant any remedy or relief that the
arbitrator(s) deem just and equitable and that would have been
available in a court with jurisdiction over the matter.

Section 29

Agreement to Arbitrate

This Code shall be deemed a part of and incorporated by refer-
ence in every agreement to arbitrate under the Constitution and
Rules of the (name of self-regulatory organization) including a
duly executed Submission Agreement.

Section 30

Schedule of Fees

(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 with the (name of self-
regulatory organization) in the amounts indicated in the schedules
below unless such fee or deposit is specifically waived by the Direc-
tor of Arbitration.

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 initial hearing deposit made by any party under the schedule
below.

(b) A hearing session is any meeting between the parties and
the arbitrator(s), including a pre-hearing conference, 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 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 cases hearing session fees shall be computed as provided in
paragraph (d). The arbitrators may determine in the award that a
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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 indus-
try 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 cus-
tomer 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 cus-
tomer 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 Sections 18, 20
and 24 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 and subsequently joined or con-
solidated under Section 13(d) of this Code, the hearing deposit and
forum fees assessable per hearing session after joinder or consoli-
dation shall be based on the cumulative amount in dispute. The
arbitrator(s) shall determine by whom such forum fees shall be
borne.

(e) If the dispute, claim, or controversy does not involve, dis-
close or specify a money claim, the non-refundable filing fee for a
public customer shall be $250 and the nonrefundable filing fee for
an industry party shall be $500. The hearing session deposit to be
remitted by a party shall be $600 or such greater or lesser amounts
as the Director of Arbitration or the panel of arbitrators may re-
quire, but shall not exceed $1,000.

(f) The (name of self-regulatory organization) 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.
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(g) Any matter submitted and thereafter settled or withdrawn
subsequent to the commencement of the first hearing session, in-
cluding a pre-hearing conference with an arbitrator, shall be sub-
ject to an assessment of forum fees and costs incurred pursuant to
Sections 18, 20 and 24 based on hearing sessions held and sched-
uled within eight business days after the (name of self-regulatory
organization) received notice that the matter has been settled or
withdrawn. The arbitrator(s) shall determine by whom such forum
fees and costs shall be borne. ‘

Schedule of Fees

For purposes of the schedule of fees below the term claim in-
cludes claims, counterclaims, crossclaims, and third party 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.
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Customer Claimant
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Filing Fee Hearing Session Deposit
Amount in Dispute Paper 1 Arbitrator 3 Arbitrators
$.01-$1,000 $ 15 $15 $15 N/A
$1,000.01-$2,500 $25 $25 $25 N/A
$2,500.01-$5,000 $ 50 $75 $100 N/A
$5,000.01-$10,000 $75 $75 $200 N/A
$10,000.01-$30,000 $100 N/A $300 $ 400
$30,000.01-$50,000 $120 N/A $300 $ 400
$50,000.01-$100,000 $150 N/A $300 $ 500
$100,000.01-$500,000 $200 N/A $300 $ 750
$500,000.01-$5,000,000 $250 N/A $300 $1,000
Over $5,000,000 $300 N/A $300 $1,500

INDUSTRY CLAIMANT

Filing Fee Hearing Session Deposit
Amount in Dispute Paper 1 Arbitrator 3 Arbitrators
$.01-$1,000 $500 $75 $300 N/A
$1,000.01-$2,500 $500 $75 $300 N/A
$2,500.01-$5,000 $500 $75 $300 N/A
$5,000.01-$10,000 $500 $75 $300 N/A
$10,000.01-$30,000 $500 N/A $300 $ 600
$30,000.01-$50,000 $500 N/A - $300 $ 600
$50,000.01-$100,000 $500 N/A $300 $ 600
$100,000.01-$500,000 $500 N/A $300 $ 750
$500,000.01-$5,000,000 $500 N/A $300 $1,000
Over $5,000,000 $500 N/A $300 $1,500

Section 31

Requirements When Using Pre-Dispute Arbitration Agreements

With Customers

(a) Any pre-dispute arbitration clause shall be highlighted and
shall be immediately preceded by the following disclosure language
(printed in outline form as set forth herein) that shall also be

highlighted:

(1) Arbitration is final and binding on the parties.

(2) The parties are waiving their right to seek remedies in court,
including the right to jury trial.
(3) Pre-arbitration discovery is generally more limited than and
different from court proceedings.
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(4) The arbitrators award is not required to include factual find-
ings or legal reasoning and any party’s right to appeal or to seek
modification of rulings by the arbitrators is strictly limited.

(5) The panel of arbitrators will typically include a minority of
arbitrators who were or are affiliated with the securities industry.

(b) Immediately preceding the signature line, there shall be a
statement that shall be highlighted and separately initialed by the
customer that the agreement contains a pre-dispute arbitration
clause. This statement shall also indicate at what page and para-
graph the arbitration clause is located.

(c) A copy of the agreement containing any such clause shall be
given to the customer who shall acknowledge receipt thereof on
the agreement or on a separate document.

(d) No agreement shall include any condition that limits or con-
tradicts the rules of any self-regulatory organization or limits the
ability of a party to file any claim in arbitration or limits the ability
of the arbitrators to make any award.

(e) All agreements shall include a statement that “No person
shall bring a putative or certified class action to arbitration, nor
seek to enforce any pre-dispute arbitration agreement against any
person who has initiated in court a putative class action; who is a
member of a putative class who has not opted out of the class with
respect to any claims encompassed by the putative class action un-
til; (i) the class certification is denied; or (ii) the class is decertified;
or (iii) the customer is excluded from the class by the court. Such
forbearance to enforce an agreement to arbitrate shall not consti-
tute a waiver of any rights under this agreement except to the ex-
tent stated herein.” :

(f) The requirements of subsection (5) shall apply only to new
agreements signed by an existing or new customer of a member or
member organization after one year has elapsed from the date of
Commission approval.
sk ok ok o ok skok ok oK

March, 1996
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Appendix B

American Stock Exchange, Inc. National Association of Securities Dealers, Inc.
Total Cases Public Total Cases Public
Total  Concluded  Small Small  Customer Awards in Total  Concluded  Small Small  Customer Awards in
Cases  Including Claims  Claims Cases  Favor of Cases  Including Claims  Claims Cases  Favor of
Year Received Settl R d Concluded Decided Public Year ived ived Concluded Decided  Public
1980 45 41 18 1 35 16 1980 318 234 134 113 122 56
1981 39 40 7 11 42 2 1981 422 422 142 m 242 118
37 31 16 10 1982 606 435 157 139 276 140
1983 41 42 4 10 6 1983 768 549 216 147 21 161
1984 69 53 16 14 41 1984 1,108 47 298 244 381 196
1985 58 21 14 45 26 1985 1,400 n 250 434 232
1986 63 20 28 31 14 1986 1,587 L199 390 327 476
1987 92 74 24 41 24 1987 2 458 325 642 3
1988 100 63 2 29 27 12 1988 3,990 2,1 539 9 432
1989 69 n 15 26 13 1989 3,651 150 1417 967 2,097 1130
1990 69 7 21 21 15 1990 3617 40
1991 51 64 15 22 25 17 1991 4,150 03 1419 775
1 45 55 12 15 8 1992 4379 4375 793 n7 1552 821
1993 48 55 11 12 15 1993 5419 4327 2 1,329 730
1994 68 46 13 9 10 3 1994 5570 4,561 992 - 725 L 532
1995 252 63 86 2 14 8 1995 6055 5,680 994 1159 1523 88
Boston Stock Exchange, Inc. - New York Stock Exchange, Inc.
Total Cases Public Total Cases Public
Total  Concluded  Small Small  Customer Awards in Total  Concluded  Small Small  Customer Awards in
Cases  Including Claims _ Claims Cases  Favor of Cases  Including Claims  Claims Cases  Favor of
Year ived S Received Concluded Decided  Public Year i ived Co ded Decided  Public
980 2 2 2 2 2 0 1980 367 327 131 110 221 119
1981 2 2 2 2 1] 0 1981 A7 433 17 134 214 m
1982 1 1 1 1 1 1 1982 558 473 109 - 113 214 118
1983 2 2 2 2 2 1 1983 713 532 136 122 276 137
1984 0 0 0 0 0 0 1984 1,008 796 176 183 259 113
1985 [ 0 0 0 0 0 1985 1,095 962 198 190 424
1986 2 2 2 2 2 0 1986 965 1.004 181 205 432 210
1987 [1] 0 0 0 0 0 1987 1,050 1,000 378 200
1988 [ 0 0 0 0 V] 1988 1,623 1,19% 235 440 28
1989 0 0 ] 0 0 [ 1989 1407 1,458 201 9 527 267
1990 0 0 0 0 0 0 1 1378 1,466 199 499 256
1991 1 0 0 0 0 [ 1991 1,403 1.4% 187 199 451
1992 1 1 0 [+] 0 0 1992 1,166 119 317 137
1993 0 1 0 0 0 0 1993 81 837 62 205
1994 0 0 0 ] 0 0 1994 71 795 62 74 186 80
1995 1 1] 0 0 0 0 1995 810 84 53 61 175 74
Chicago Board Options Exchange, Inc. Pacific Stock Exchange, Inc.
Total Cases Public Total Cases Public i
Total  Concluded  Small Small  Customer Awards in Total  Concluded  Small Small  Customer Awards in
Cases  Including Clims  Claims Cases  Favor of Cases  Including  Claims ~_ Claims Cases  Favor of
Year ived S Received Concluded Decided  Public Year ived ived C Decided  Public
1980 44 31 11 11 18 6 1980 2 28 12 1 3
1981 41 32 10 8 12 3 1981 % 20 17 17 9 S
1982 50 ] [] 14 3 1982 31 21 15 11 10 7
1983 el 45 ] 4 13 6 1983 35 29 17 17 23 10
1984 91 56 % 16 4 3 1984 45 21 1 10 7
1985 . 64 38 10 5 0 0 1985 50 12 18 12
1986 2 16 9 12 9 1986 41 37 9 13 18 8
1987 130 93 33 2 9 1987 64 58 .z 1 13
1988 149 89 2] 27 48 12 1988 » 30 40 45 20
1989 ki 105 17 20 43 14 1989 61 93 19 27 86 37
1990 67 85 16 18 32 16 1990 93 25 25 45 26
1991 46 62 12 13 9 1991 86 82 21 17 33 21
1992 28 28 7 5 11 1992 58 65 16 13 27 16
1993 15 18 3 4 6 2 1993 199 54 130 22 px 12
1994 23 24 1 3 4 1 1994 102 93 37 57 38 18
1995 15 26 6 6 5 0 1995 76 166 15 118 i 39
Chicago (Midwest) Stock Exchange, Inc. Philadelphia Stock Exchange, Inc.
Total Cases Public Total Cases Public
Total Concluded  Small Small  Customer Awards in Total  Concluded  Small Smalt  Customer Awards in
Cases  Including Claims _ Claims Cases  Favor of Cases  Including Claims  Claims Cases  Favor of
Year ived S Recei Concluded Decided  Public Year i ived C Decided  Public
1980 2 1 ] 1 1980 7 [ 16 4 4 2
1981 2 0 0 1981 2 2 2 2 0 1]
1982 1 0 ] 1982 2 2 1 1 0 0
1983 2 0 0 1983 23 19 14 10 10 2
1984 1 0 0 1984 29 19 6 8 10 3
1985 1 0 0 1985 23 15 n 11 3
1986 4 i 0 1986 21 18 1 13 12 4
1987 5 1 1 1987 24 2 24 17 9 3
1988 1 0 0 1988 20 15 5 14 1
1989 5 0 0 1989 32 2 9 10 15 7
1990 4 0 1 29 5 15 1
1991 5 0 0 1991 33 32 13 15 15 8
1992 1 0 0 1992 21 18 2 3 4 1
1993 1 0 0 1993 24 5 3 5 3
1994 1 0 0 1994 37 8 6 7 4
1995 1 V] 0 1995 52 8 7 21 9
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Municipal Securities Rulemaking Board Composite Arbitration Figures
Total Cases Public Total Cases Public

Total  Concluded  Smalt Small  Customer Awards in Total  Concluded  Small Smalt  Customer Awards in

Cases  Including Claims  Claims Cases  Favor of Cases  Including  Claims  Claims Cases  Favor of
Year Received Settl Received Conc! Decided  Public Year Received C Decided  Public
1980 21 21 7 7 3 2 1980 830 686 kx73 269 410 205
1981 25 25 5 ] 7 4 1981 1,034 976 302 356 526 263
1982 33 16 7 7 13 6 1982 1319 1031 305 282 544 285
1983 78 40 17 9 14 5 1983 1259 421 319 328
1984 113 80 20 17 34 21 1984 2464 1774 561 493 734 369
1985 91 18 3 35 54 3 1985 2, 2,198 664 523 964 531
1986 82 89 30 21 30 15 1986 2837 2,463 658 617 1022 508
1987 106 %€ B 34 42 4 1987 4357 2,964 836 649 1.166 638
1988 115 126 49 52 63 37 1988 6097 3742 1474 927 1,559 742
1989 108 93 4 40 50 ¥ 1989 5404 5.900 1730 1,308 2844 1504
1990 7 90 41 2 40 2 1990 5332 5837 1033 1,204 2187 1,169
1991 94 2 35 41 18 1991 5869 5857 1063 m 1.9% 1033
1992 45 68 12 19 31 4 1992 5451 5179 925 891 1,965 1,002
1993 30 47 15 18 34 6 1993 6, 5363 1088 1617 853
1994 12 3 3 1 5 1994 6531 35.580 L116 882 1367 643
1995 9 5 1 3 1 1 1995 7271 787 1163 1382 1818 919
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SECTIONS OF THE SECURITIES INDUSTRY CONFERENCE ON ARBITRATION UNIFORM CODE OF ARBITRA-
TION AS THEY GENERALLY * APPEAR IN CODES OF PARTICIPATING SELF REGULATORY ORGANIZATIONS.

UNIFORM CODE ASE CBOE MSRB NASD NYSE
OF ARBITRATION CODE CODE CODE CODE CODE PSE CODE
Section 1: Arbitration Const. Art. Rule 183 &  Section 1  Section 12 Rule 600 Rule 12-1
VI §§ 1, 18.3A
2(a) &
Rule 600
Section 2: Simplified  Rule 621 Rule 184 Section 34 Section 13 Rule 601 Rule 12-2
Arbitration
Section 3: Hearing Rule 604 Rule 18.5 Section 15 Section 14 Rule 602 Rule 12-3
Requirements —
Waiver of Hearing )
Section 4: Eligibility = Rule 605(a) Rule 18.6 Section 6 Section 15 Rule 603 Rule 12-4
Section 5: Dismissal Rule 605(b) Rule 18.7 Section 9 Section 16 Rule 604 Rule 12-5
of Proceedings
Section 6: Settlements Rule 605(c) Rule 18.8 Section 10 Section 17 Rule 605 Rule 12-6
Section 7: Tolling of  Rule 605(d) Rule 18.9 Sections Section 18 Rule 606 Rule 12-7
Time Limitations for 11&6
the Institution of
Legal Proceedings
Section 8: Designa- Rule 602(a) Rule 18.10(a) Section 12 Section 19 Rule 607 Rule 12-8(2)
tion of Number of & (e)(1)
Arbitrators
Section 8(b): Compo- Rule 602(d) Rule 18.10(b) Section 8 Section 20 Rule 607(b) Rule 12-8(f)
sition of Panel
Section 9: Notice of  Rule 602(¢) Rule 18.11 Sections 8 Section 21 Rule 608 Rule 12-9
Selection of Arbitra- & 14
tors
Section 10: Chal- Rule 602(f) Rule 18.12 Section 8  Section 22 Rule 609 Rule 12-10
lenges
Section 11: Disclo- Rule 603 Rule 18.13 Section 13 Section 23 Rule 610 Rule 12-11
sures Required of
Arbitrators
Section 12: Disqualifi- Rule 602(g) Rule 18.14 Section 14 Section 24 Rule 611 Rule 12-12
cation or other disa-
bility of Arbitrators
Section 13: Initiation  Rule 606 Rule 18.15 Section 5 Section 25 Rule 612 Rule 12-13
of Proceedings
Section 14: Designa-  Rule 608(a) Rule 18.16 Section 16 Section 26 Rule 613 Rule 12-15
tion of Time and
Place of Hearings
Section 15: Represen- Rule 608(b) Rule 18.17 Section 17 Section 27 Rule 614 Rule 12-16
tation by an Attor- .
ney
Section 16: Attend- Rule 608(c) Rule 18.18 Section 18 Section 28 Rule 615 Rule 12-17(2)
ance at Hearings
Section 17: Failure to  Rule 608(d) Rule 18.19 Section 19 Section 29 Rule 616 Rule 12-17(b)
Appear
Section 18: Adjourn- Rule 608(e) Rule 18.20 Section 20 Section 30 Rule 617 Rule 12-18
ments
Section 19: Acknowl- Rule 609 Rule 18.21 Section 21 Section 31 Rule 618 Rule 12-19
edgement of Plead-
ings
Section 20: Pre-Hear- Rules 607  Rule 18.22 Section 22 Section 32 Rule 619 Rule 12-14
ing Procedures & 611
Section 20(f): Sub- Rule 610 Rule 18.22(f) Section 23 Section 33 Rule 619(f) Rule 12-20
poenas
Section 21: Evidence Rule 612(a) Rule 18.24 Section 24 Section 34 Rule 620 Rule 12-22
Section 22: Interpre-  Rule 612(b) Rule 18.25 Section 25 Section 35 Rule 621 Rule 12-23
tation of the Code
Section 23: Determi-  Rule 613 Rule 18.26 Section 26 Section 36 Rule 622 Rule 12-24

nations of Arbitra-
tors
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UNIFORM CODE ASE CBOE MSRB NASD NYSE
OF ARBITRATION CODE CODE CODE CODE CODE PSE CODE

Section 24: Record of Rule 614 Rule 18.27 Section 27 Section 37 Rule 623 Rule 12-25
Proceedings

Section 25: Qaths of  Rule 615 Rule 18.28 Section 28 Section 38 Rule 624 Rule 12-26
Arbitrators and Wit-
nesses

Section 26: Amend- Rule 616 Rule 18.29 Section 29  Section 39 Rule 625 Rule 12-27
ments

Section 27: Reopen-  Rule 617 Rule 18.30 Section 30 Section 40 Rule 626 Rule 12-28
ing of Hearings

Section 28: Awards Rule 618 Rule 18.31 Section 31 Section 41 Rule 627 Rule 12-29

Section 29: Agree- Rule 619 Rule 18.32 Section 32 Section 42 Rule 628 Rule 12-30
ment to Arbitrate

Section 30: Schedule  Rule 620 Rule 18.33 MRSB Section 43 Rule 629 Rule 12-31

of Fees Rule
A-16
Section 31: Require-  Rule 427 Rule 18.35 Section 36 Fair Prac. Rule 636 Rule 12-34
ments when Using Rul. Art.
Pre-Dispute Agree- IH § 21(f)

ments with Custom-
ers

*For differences between the SICA Uniform Code and various SRO rules, see supra notes 255-61 and accom-
panying text. Moreover, some SROs have rules for which there are no SICA counterparts, for example:
NASD Section 46 provides for special procedures for large and complex cases.



