





each year for five years, subject to annual Board approval. This effectively means
that all firms will save $1200 per year and almost 2,500 small firms would pay no
Gross Income Assessment for the next five years. This payment and the reduction
of the Gross Income Assessment recognize the values and cost efficiencies
expected from the creation of a single regulator. :

e The plan preserves member participation in the regulatory process. Each firm still
has one firm, one vote for:
o By-Law changes
o District committee elections and
o Board elections in their firm category.

o NASD worked diligently to guarantee the industry’s voice within the
structure of the new SRO. The trend has been to remove industry participation.
NYSE does not have industry participation on its board, and the SEC 1s very
comfortable with that. We took the opportunity to shape our future and to lock-in
industry participation moving forward.

I hope this information is helpful. Is there any other information you need? Can we '
count on your support?

5. REMINDER ON HOW TO VOTE:
I want to be sure you know how you can vote:

e Telephone — Call toll free (877) 3814017

. Internet — Visit hitp:/proxy.georgeson.com

o Mail — Mark, sign and date your proxy card (mailed to you with the proxy statement)
and return it promptly in the postage pre-paid enclosed envelope, your proxy must be
received on or before midnight, Eastern Time, on Thursday, January 18, 2007

« In Person — Attend the special meeting of members on Friday, January 19, 2007, at
10:00 a.m., Eastern Time at the NASD Visitors Center at 1735 K Street NW,
Washington, D.C. 20006

6. CONCLUSION:

Thanks so much for your time. I know this is a busy time, and 1 greatly appreciate you 0

. tmmantantoffart for aur industry and for your firm.

If you have any questions, you can call me at xoxX.
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« 166 NASD-NYSE dual registered member firms; 4 of whom are also petitioning fims
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« 165 NASD-only firms that are affiliated with a dual registered firm

Afﬁliates‘of NASD-NYSE Dual Members

1. Very Small 4 g9 9 26
2. Small 7 48 11 1 75
3. Medium 2 26 15 45
4. Large 1 16 2 19
Total 14 99 37 14 1 165

« 145 NASD-only large firms and affiliates

1. New 2006 Voter 4
2. Repeat 2006 Voter 47
3. Past Voter 13
4. Non-Voter 1
Total 65

Affiliates of NASD-only Large Firms

T
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1. Very Small 5 3

2
2. Small 3 [ 19 | 3 1 37
3. Medium 2 I 2 33
Total 5 s |2 7 1 80

« 713 firms with less than 575,000 in 2005 gross focus revenue

« 101 zero-revenue fims
« 672 low revenue firms excluding advocates and dissidents
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« 2529 firms not included elsewhere in analysis

Other NASD Member Firms

1. Very Small 162 822 3 1315
2. Small 107 654 294 1055
3. Medium 12 112 35 159
|_Total 281 1588 660 2529

Total 5089

. 725 firns submitted petitions for the district elections

Firm_s that Submitted Petitions for Dist:'ict Elec_tions
w2006 (LB i

Voting History of

caniEl
1. Very Small 59 283 38 34 9 423
2. Small | o 211 s | 12 | 3 276
3, Medium 2 2| 3 | 26
Total 88 [ ss | s e | 12 725

. 410 firms submitted petitions for the district elections and are not represented elsewhere in the

analysis

Dist ¢t Election Petitionin Firms

Ty

Total District Election Petitioners

NYSE Dual (16)
NYSE Affiliate (5
Affiliate of NASD-only tg. (2)

NASD Friendl
Low Revenue

Petitioning Firms (165)
Non-Voter l (34)
New Firms l (12)

Other District Election Firms l 410
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1. Very Small 2 124 10

2. Small 18 103 5 3 129

3. Medium 12 \ l l 12
| Total 40 239 ‘ 15 l 4 l 0 298

Petitioning Firms excluding:
NYSE Dual (4 SE Affiliates (1

1. Very Small 2 124 10 1 157

2. Small 18 98 4 3 123 |
_3._Medium 8 8

Total 40 230 I_i 14 . 4 0 288
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