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 Pursuant to Section 19(b)(1) of the Securities Exchange Act of 1934, (the “Act” or 

“Exchange Act”)1 and Rule 19b-4 thereunder,2 notice is hereby given that on November 7, 2003, 

the New York Stock Exchange, Inc. (“NYSE” or the “Exchange”) filed with the Securities and 

Exchange Commission (“Commission”) the proposed rule change as described in Items I, II, and 

III below, which items have been prepared by the self-regulatory organization.  The Commission 

is publishing this notice to solicit comments on the proposed rule change from interested persons. 

I. Self-Regulatory Organization’s Statement of the Terms of Substance of the Proposed 
Rule Change 

The Exchange is amending and restating the Constitution of the Exchange.  The changes 

to the Constitution will significantly reform the governance and management architecture of the 

Exchange. 

II. Self-Regulatory Organization’s Statement of the Purpose of, and Statutory Basis for, the 
Proposed Rule Change 

 
 In its filing with the Commission, the Exchange included statements concerning the 

purpose of, and basis for, the proposed rule change.  The text of these statements may be 

examined at the places specified in item IV below.  The Exchange has prepared summaries, set 

                                            
 
1  15 U.S.C. 78s(b)(1). 
 
2  17 CFR 240.19b-4. 



forth in Sections A, B, and C below, of the most significant aspects of such statements. 

A. Self-Regulatory Organization’s Statement of the Purpose of, and Statutory Basis 
for, the Proposed Rule Change 

 
 1.  Purpose 

 The Exchange is proposing to amend and restate its Constitution to significantly change 

and enhance its governance structure.  The amended and restated Constitution, marked to show 

changes from the Exchange’s existing Constitution, is included in Exhibit A hereto.  

The objectives of the new governance architecture are to  

(1) Place responsibility for governance, compensation and internal controls, as well as for 

supervision of regulation, in the hands of a Board of Directors that is independent 

both from NYSE management and from the members, member organizations and 

listed companies. 

(2) Separately preserve the existing engagement of the broker-dealer community and 

listed company community with the NYSE by creating a Board of Executives that 

will also include the executives of major public and private “buy-side” entities as well 

as lessor members of the Exchange. 

Thus, the proposed rule change calls for a Board of Directors that is completely 

independent except for the CEO.  Requiring independence from owner-constituents  goes beyond 

what we expect of public companies, and it aligns the Exchange’s Board with the interests of 

investors.  It is the additional Board of Executives that is intended to ensure ongoing engagement 

with all of our constituents.  Moreover, the Regulatory unit reports directly -- and not through the 

CEO -- to our independent Board of Directors, yet retains sufficient proximity to the marketplace 
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to assure the market sensitivity that the Exchange believes is fundamental to effective regulation 

of the capital markets.   

  The Exchange notes that its current investigation of specialist trading practices, and the 

Commission’s parallel investigation regarding our surveillance for and enforcement of the 

affected rules, have caused commentators to call for changes that would end broker dealer self-

regulation through exchanges as well as radically alter the auction market.  The Exchange also 

notes that, while the preliminary findings of the internal review of its compensation practices and 

the preliminary findings of the Commission’s inspection and investigation of our specialist 

regulation have informed our new architecture, neither of these processes are complete and, 

therefore, the Exchange cannot be certain that further changes in our architecture may not be 

warranted.  In this regard, the Exchange notes that under the amended and restated Constitution 

the new Board will, for the first time, have authority concurrent with our member owners to 

change specific provisions pertaining to our governance architecture, which means that further 

changes can be effected in those provisions without another membership vote. 

The Exchange believes that its new architecture empowers a Board of Directors with the 

independence to address issues objectively and the constituent input to address them intelligently.  

The Exchange believes that directors who have the degree of independence and experience that 

our governance architecture promises -- as evidenced by the quality of our nominees -- will 

assure that the Exchange’s regulatory function is both independent and robust.  Thus, the 

Exchange believes its architecture guarantees the independence of our regulatory function both 

from members and member organizations and from inappropriate linkage with our marketplace 

function, while assuring the function’s sensitivity to the market. 
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Nevertheless, the Exchange notes that this proposed rule change does not ask the 

Commission to approve either the continuation of self-regulation in the United States or the 

continuation of the role of the specialist on the Exchange. Both issues should be addressed in the 

context of how well the new Board implements both the architecture and the programmatic 

changes that the Exchange has undertaken in response to the Commission (as well as other 

programmatic changes that the Board can be expected to initiate), all of which the Commission is 

carefully monitoring through the ongoing engagement of its market regulation, inspection and 

enforcement staffs with these matters.   

Thus, while the Exchange does seek the Commission’s approval of what it regards as a 

greatly improved architecture for self-regulation through the Exchange, and while the Exchange 

continues to believe that its specialist/auction market delivers high quality executions at low cost 

to investors, it does not at this time seek the Commission’s premature decisions on this work-in-

progress.  Nor does the Exchange seek from the Commission at this time any action on the 

question of the separation of the trading rights from equity ownership, and thereby on the 

question of who should elect the Exchange Board over the longer term, which has far too many 

ramifications to be the subject of proposal by an interim chairman.  That issue, and the other 

issues described in the proxy statement that go beyond board and management architecture, must 

be taken up by an unconflicted Board in a way that takes into account the many public policy and 

practical issues that such a separation implies. 

All the Exchange seeks at this time is the Commission’s approval of a transitional 

structure that allows it to move from the current situation to one in which a Board of 

independent, distinguished and experienced men and women can take on the formidable 

challenges facing the Exchange. 
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A complete explanation of the purposes and details of the new architecture, and the 

reasons why the Exchange is desirous of making these changes, is contained in the proxy 

statement and related materials which have been furnished to the Exchange’s membership in 

connection with the upcoming membership vote on the proposal.  All of these materials are 

contained in Exhibit B hereto.  Also contained in the proxy statement are the names of the eight 

persons whom the members are being asked to vote to elect as the new Board of Directors of the 

Exchange. 

 Clarifying changes to certain Constitutional provisions which will be added by Board 

action promptly following member approval of the amended and restated Constitution and 

election of the new Board are described in a supplementary letter contained in Exhibit C hereto. 

Upon approval by the Board, the additional changes to the Constitution will be filed with the 

Commission for approval. 

 2.  Statutory Basis 

 The basis under the Act for this proposed rule change is the requirement under Section 

6(b)(1)3 that an exchange be organized and have the capacity to be able to carry out the purposes 

of the Exchange Act, the requirement under Section 6(b)(3)4 that the rules of an exchange assure 

a fair representation of its members in the selection of its directors and administration of its 

affairs and provide that one or more directors shall be representative of issuers and investors, and 

                                            
 
3  15 U.S.C. 78f(b)(1). 
 
4  15 U.S.C. 78f(b)(3). 
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the requirement under Section 6(b)(5)5 that an exchange have rules that are designed to prevent 

fraudulent and manipulative acts and practices, to promote just and equitable principles of trade, 

to remove impediments to, and perfect the mechanism of a free and open market and, in general, 

to protect investors and the public interest. 

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

 The Exchange does not believe that the proposed rule change will impose any burden on 

competition that is not necessary or appropriate in furtherance of the purposes of the Act. 

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

 
 The Exchange has neither solicited nor received written comments on the proposed rule 

change. 

III. Date of Effectiveness of the Proposed Rule Change and Timing for Commission Action 
 
 Within 35 days of the date of publication of this notice in the Federal Register or within 

such longer period (i) as the Commission may designate up to 90 days of such date if it finds 

such longer period to be appropriate and publishes its reasons for so finding or (ii) as to which 

the self-regulatory organization consents, the Commission will: 

A. by order approve the proposed rule change, or  

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

disapproved. 

                                            
 
5  15 U.S.C. 78f(b)(5). 
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The amended and restated Constitution is subject to the approval of the members of the 

Exchange, and a vote is currently scheduled for November 18, 2003.  The Exchange hereby 

consents to an extension of the period of time specified in Section 19(b)(2) of the Act6 until at 

least thirty-five days after the Exchange files an appropriate amendment to this filing setting forth 

the completion of all additional action required under the Certificate of Incorporation, 

Constitution and rules of the Exchange with respect to this proposed rule change. 

IV. Solicitation of Comments 

 Interested persons are invited to submit written data, views and arguments concerning the 

foregoing, including whether the proposed rule change, as amended, is consistent with the Act.  

Persons making written submissions should file six copies thereof with the Secretary, Securities 

and Exchange Commission, 450 Fifth Street, NW, Washington, DC 20549-0609.  Copies of the 

submission, all subsequent amendments, all written statements with respect to the proposed rule 

change filed with the Commission, and all written communications relating to the proposed rule 

change between the Commission and any person, other than those that may be withheld from the 

public in accordance with the provisions of 5 U.S.C. 552, will be available for inspection and 

copying in the Commission’s Public Reference Room.  Copies of such filing will also be 

available for inspection and copying at the principal office of the Exchange.  All submissions  

                                            
 
6  15 U.S.C. 78s(b)(2). 
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should refer to File No. SR-NYSE-2003-34 and should be submitted by December 4, 2003.

. 

 For the Commission, by the Division of Market Regulation, pursuant to the delegated 

authority.7 

 
 Jonathan G. Katz 
 Secretary 

 
   
 

 

                                            
 
7  17 CFR 200.30 – 3(a)(12). 
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Exhibit A 
 

Text of the Proposed Rule Change 
(Changes are underscored; deleted material is in brackets) 

 

New York Stock Exchange, Inc. 

CONSTITUTION 

Article I   
Title - Objects – Definitions 

Sec. 1. Title.  The title of the corporation is the “New York Stock Exchange, Inc.” 

Sec. 2. Objects and Purposes.  Its objects and purposes shall be: 

(a) to furnish exchange rooms for the convenient transaction of their business by its 
members; to furnish other facilities for its members, allied members and member organizations; 
to maintain high standards of commercial honor and integrity among its members, allied 
members and member organizations; and to promote and inculcate just and equitable principles 
of trade and business; 

(b) to conduct and carry on the functions of a “board of trade” within the meaning of that 
term in the New York Not-for-Profit Corporation Law; 

(c) to conduct and carry on the functions of an “exchange” within the meaning of that 
term in the Act; and 

(d) to conduct and carry on any and all activities incidental to the foregoing which may 
lawfully be conducted and carried on by a corporation of its type formed under the New York 
Not-for-Profit Corporation Law. 

Sec. 3. Definition of Terms.  Unless the context requires otherwise, the terms defined in 
this Section shall, for all purposes of this Constitution, have the meanings herein specified: 

(a) The term “Act” means the Securities Exchange Act of 1934 and the rules and 
regulations thereunder, as from time to time amended. 

(b) The term “Exchange” means the New York Stock Exchange, Inc.   

Membership 

(c) The term “allied member” means:  

(i) a general partner in a member firm, or an employee who controls a member 
firm, who is not a member of the Exchange and who has become an allied member as 
provided in the rules of the Exchange, or  
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(ii) an employee of a member corporation who is not a member of the Exchange, 
who has become an allied member as provided in the rules of the Exchange, and who is 
either: 

-a principal executive officer of such corporation, or  

-a person who controls such corporation. 

(d) The term “approved person” means a person who is not a member or an allied 
member of the Exchange or an employee of a member organization, who has become an 
approved person as provided in the rules of the Exchange and who is either:  

(i) a person who controls a member or member organization, or 

(ii) a person engaged in a securities or kindred business who is controlled by or 
under common control with a member or member organization. 

(e) The term “electronic access member” means one of the members who has the right to 
maintain electronic or telephonic access to the floor facilities of a member or member 
organization, the Designated Order Turnaround System of the Exchange and such other 
automated trading systems of the Exchange as the Board may determine. 

(f) The term “lessee member” means a member who has become a member by leasing the 
membership of a regular member. 

(g) The term “lessor member” means regular member who has leased his or her 
membership. 

(h) The term “member” means a natural person who is a member of the Exchange.  A 
member may be associated as a member with no more than one member organization. 

(i) The term “member corporation” means a corporation or other limited liability entity, 
registered as a broker or dealer in securities under, unless exempted by, the Act, approved by the 
Board as a member corporation, at least one of whose officers or employees is a member of the 
Exchange, or which has the status of a member corporation by virtue of permission given to it 
pursuant to the rules of the Exchange. 

(j) The term “member firm” means a partnership, registered as a broker or dealer in 
securities under, unless exempted by, the Act, approved by the Board as a member firm, at least 
one of whose general partners or employees is a member of the Exchange, or which has the status 
of a member firm by virtue of permission given to it pursuant to the rules of the Exchange. 

(k) The term “member organization” includes “member firm” and “member corporation”. 

(l) The term “membership” refers to the members of the Exchange.  
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(m) The term “physical access member” means one of the members who is not a regular 
member but has the right to enter physically upon the trading floor and to have facilities thereon 
for the execution of orders. 

(n) The term “regular member” means one of the members who upon liquidation, 
dissolution or winding up of the affairs of the Exchange, has distributive rights in its assets. 

Board and Board of Executives 

(o) The term “Board” means the Board of Directors of the Exchange. 

(p) The term “entire Board” means the total number of directors [which] that the 
[Exchange] Board would have if there were no vacancies, [other than any vacancy that may exist 
in the office of Executive Vice Chairman or President, or both] on the Board. 

[(q) The term “industry director” means a director of the Exchange who is  

(i) a member or allied member of the Exchange who is 
 

-the chief executive officer, or a principal executive officer, and a director 
of a member corporation; or 

 
-the general partner of a member firm who has primary executive 

responsibilities; or 
 

(ii) a member of the Exchange who is not a holder of voting stock in any member 
corporation or a partner in any member firm; or 

 
(iii) the chief executive officer, or a principal executive officer, and a director of a 

person which controls and has as its principal subsidiary a member corporation.] 
 

(q)  The term “Board of Executives” means the Board of Executives of the Exchange 
described in Article V of this Constitution. 

 
[(r) The term “public director” means a director of the exchange who is a representative 

of the public, except that no person who is or is affiliated with a broker or dealer in securities 
shall be a public director.  For the purposes of this definition, a person shall be considered to be 
affiliated with a broker or dealer in securities if such person is a partner, officer, employee or 
director of such broker or dealer, or controls such broker or dealer, or is an officer or employee of 
a person, one of the significant subsidiaries of which is such broker or dealer.  No person who is 
an employee of an issuer of securities that are admitted to dealings upon the Exchange shall be a 
public director, unless such person is the chief executive officer or a principal executive officer 
of such issuer at the time of his or her first election to the Board as a public director.] 

 
(r) The term “entire Board of Executives” means the total number of members that the 

Board of Executives would have if there were no vacancies on the Board of Executives. 
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Other terms used in this Constitution may be defined by rules adopted by the affirmative 
vote of a majority of the entire Board. 

Article II   
Membership 

Sec. 1. Regular Members, Electronic Access Members, Physical Access Members.  
Subject to Section 2 of this Article, the membership of the Exchange shall consist of: 

(a) 1366 regular members, each of whom shall, upon liquidation, dissolution, or winding 
up of the affairs of the Exchange, have distributive rights in its assets; and 

(b) such number of physical access members, not to exceed twenty-four (24), each of 
whom shall have paid an annual membership fee, which shall entitle such member, during the 
period for which such fee has been paid and while such member remains in good standing, to 
enter physically upon the trading floor and to have facilities thereon for the execution of orders; 
and 

(c) such number of electronic access members as the Board may from time to time 
determine, each of whom shall have paid an annual membership fee, which shall entitle such 
member, during the period for which such fee has been paid and while such member remains in 
good standing, to maintain electronic or telephonic access to (i) the floor facilities of a member 
or member organization, and (ii) the Designated Order Turnaround System of the Exchange, and 
(iii) such other automated trading systems of the Exchange as the Board may from time to time 
determine. 

None of the members described in subsections (b) or (c) of this Section shall have any 
interest in or any right to share in any distribution of the assets of the Exchange in the event of 
any liquidation, dissolution, or winding up of the affairs of the Exchange. 

Sec. 2. Lessee Members.  A regular member in good standing may lease his or her 
membership to a person approved by the Exchange subject to and in accordance with such rules 
as may be adopted from time to time by the Board.  During the term of such lease, for the 
purposes of this Constitution and the rules hereunder, the lessee shall be considered to be, and the 
lessor shall not be considered to be, a member of the Exchange, except that the lessor, and not 
the lessee, shall be deemed to be the member for the purposes of the Gratuity Fund, and shall be 
entitled to receive, with respect to such membership, any distribution of the assets of the 
Exchange in the event of any liquidation, dissolution, or winding up of the affairs of the 
Exchange.  Under the lease agreement the lessor may retain the right to vote the leased 
membership or that right may pass to the lessee. 

Sec. 3. Approval of Members.  To become a member, or to be reinstated or readmitted as 
a member, a person must be approved by the Board. 

Sec. 4. Fee Payable by New Members.  Each person (hereinafter referred to as a “new 
member”), upon becoming a regular member, shall pay to the Exchange a fee which shall be 
determined as follows: 
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(a) in the event that the new member shall have purchased such membership through a 
membership auction facility furnished by the Exchange, then the fee shall be the lesser of $7,500 
or such amount as shall be equal to ten percent of the purchase price paid for the membership; 

(b) in the event that: 

(i) a regular member (hereinafter referred to as “outgoing member”) whose 
membership shall be transferred to a new member shall have had a contractual 
obligation to transfer the membership to such person as may be designated by the 
member organization of which the outgoing member then shall be a partner or an 
officer or employee, and 

(ii) said contractual obligation shall have been entered into at the same 
time as the outgoing member shall have acquired said membership, and 

(iii) the Exchange at the time said contractual obligation shall have been 
entered into shall have in writing approved or consented to the entering into of 
said obligation, and 

(iv) the membership of the outgoing member shall in satisfaction of such 
obligation be transferred to the new member pursuant to such a designation, and 
the new member shall have substantially the same relationship to and financial 
interest in the member organization as the outgoing member had, and 

(v) the new member shall have a contractual obligation to the same 
member organization to transfer the membership of the new member to such 
person as may be designated by the member organization, which obligation shall 
be upon substantially the same terms and conditions of said contractual obligation 
of the outgoing member to the member organization, 

then the fee shall be lesser of $7,500 or such amount as shall be equal to five percent of the 
purchase price at which the most recent contractual sale of a membership occurred through the 
auction facility prior to the date on which notice of the transfer shall have been posted; and 

(c) in the event that the membership of a new member shall have been acquired in a 
manner other than as contemplated in either subsection (a) or subsection (b) of this Section, then 
the fee shall be the lesser of $7,500 or such amount as shall be equal to ten percent of the 
purchase price at which the most recent contracted sale of a membership occurred through the 
auction facility prior to the date on which notice of the transfer shall have been posted. 

Notwithstanding the foregoing provisions of this Section, the Board may by rule 
eliminate the fee payable by a new member or reduce such fee below the minimum otherwise 
provided in this Section.  The Board may also by rule require the payment of a fee upon the 
commencement or termination, or both, of any lease of membership referred to in Section 2 of 
this Article. 
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Sec. 5. Signing Constitution.  No person admitted to membership shall be entitled to any 
privileges thereof until such member shall have signed the Constitution of the Exchange.  By 
such signature such member pledges to abide by the same as the same has been or shall be from 
time to time amended, and by all rules adopted pursuant to this Constitution. 

Sec. 6. Use of Exchange Facilities.  The Exchange shall not be liable for any damages 
sustained by a member, allied member or member organization growing out of the use or 
enjoyment by such member, allied member or member organization of the facilities afforded by 
the Exchange, except as provided in the rules. 

Sec. 7. Alternates on Floor.  The Board may, by the affirmative vote of a majority of the 
entire Board, extend to a member who [is a director, who is an officer of one of the affiliated 
companies of the Exchange] serves on the Board of Executives or who, in time of national 
emergency is on active duty in the armed forces of the United States or an ally of the United 
States or is engaged in public service incident to the national defense, the privilege of designating 
an alternate who shall have the power to transact in the place and stead of such member the usual 
business of such member on the floor of the Exchange, under such conditions and to such extent 
as the Board may prescribe, but only at such times as such [director or officer] member is 
prevented from transacting his or her usual business on the floor by the duties imposed by virtue 
of acting as such [director or officer] member of the Board of Executives or by the national 
emergency.  If such member is a general partner or employee of a member firm, such member 
and the general partners of such firm may designate as such alternate a person approved by the 
Board.  If such member is an officer or employee of a member corporation, such member and the 
directors of such member corporation may designate as such alternate a person approved by the 
Board.  Every contract made on the floor by an alternate shall have the same force and effect as if 
it had been made by the member for whom such alternate is acting; and a member for whom an 
alternate is acting shall be liable to the same discipline and penalties for any act or omission of 
such alternate as for such member’s own personal act or omission.   

A majority of the entire Board may withdraw such privilege for any cause or without 
cause. 

Sec. 8. Options Trading Rights.  A regular member or lessor member may lease or 
transfer the right of entering physically upon the trading floor for the purpose of effecting 
transactions in options that are from time to time admitted to dealings on the Exchange (the 
“options trading right”) to any person approved by the Exchange, provided that such lessor or 
transferor has not previously leased or transferred such right.  The lessee or transferee of such 
right (the “options trading right holder”) shall not, by virtue of such lease or transfer, be a 
member of the Exchange for any purpose of this Constitution or rules of the Board, but may 
maintain facilities on the trading floor for the execution of orders to buy and sell options that are 
from time to time admitted to dealings on the Exchange (“Exchange options”). 

An options trading right holder who has acquired an options trading right by transfer may 
lease or transfer such right to any person approved by the Exchange. 
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A regular member or lessor member who has leased or transferred the options trading 
right relating to his or her membership shall not, during the term of such lease or after such 
transfer, exercise such right.  If a regular member transfers the options trading right relating to his 
or her membership and thereafter transfers such membership unaccompanied by an options 
trading right, the transferee shall not, as a result of such transfer, acquire an options trading right.  
A regular member who has transferred the options trading right relating to his or her 
membership, or who has acquired by transfer such a membership which does not include an 
options trading right, may, if approved by the Exchange, acquire an options trading right and may 
thereafter lease or transfer such right, either together with or apart from his or her membership. 

Except as expressly provided in the lease agreement between a lessor member and a 
lessee member, the options trading right relating to such membership shall remain with the lessor 
member. 

The Board may, by the affirmative vote of a majority of the entire Board, adopt, amend 
and repeal such rules as it may deem necessary or proper relating to options trading right holders, 
the approval and disapproval thereof, the transfer or lease of options trading rights, the regulation 
of the activities and business associations of, and the conduct of business by, options trading 
right holders and brokers and dealers with which they are associated as partners, officers or 
employees, the imposition of charges with respect to, and the discipline of, options trading right 
holders and such brokers and dealers, and such other similar matters as the Board shall deem 
appropriate. 

[Sec. 9. Temporary Options Trading Rights.  The Board may at any time and from time to 
time and subject to such rules as the Board may from time to time adopt, issue options trading 
rights to any one or more or all persons that are members in good standing of any national 
securities exchange registered with the Securities and Exchange Commission or contract market 
designated as such by the Commodity Futures Trading Commission, which exchange or market 
is located in the United States of America; provided, however, that no such options trading right 
so issued to any person that is a member of the New York Futures Exchange, Inc. shall continue 
to confer any right beyond the third anniversary of the commencement of trading on the 
Exchange of any Exchange option and no other such options trading right so issued to any other 
person shall continue to confer any right beyond the first anniversary of such commencement.  
Any person to which any one or more options trading rights are issued pursuant to this Section 
shall be included within the term “options trading right holders” but no such options trading right 
so issued may be leased or transferred by the person to which issued.  Notwithstanding the 
foregoing, any person to which any option trading right is issued pursuant to this Section, other 
than a natural person, may designate as the nominee of such person a natural person who is 
approved by the Exchange to exercise the right conferred by such option trading right and may 
change such designation from time to time, subject to the approval of the Exchange.] 

Sec. 9. (Reserved). 

Sec. 10. Transfer and Lease of Regular Membership.  A transfer of membership of a 
regular member and the lease (which shall not be considered a transfer) of such a membership 
may be made upon the approval of the transfer or lease by the Board.  The membership of a 
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physical access member, electronic access member or lessee member shall not be transferable.  
The Board may, by the affirmative vote of a majority of the entire Board, adopt, amend and 
repeal such rules as it may deem necessary or proper relating to the posting of notice of the 
proposed transfer or lease of a membership, the right of a member to make contracts on the 
Exchange after such posting, the procedures to be followed with respect to such transfer or lease, 
the status of open Exchange Contracts of a member who transfers or leases his or her 
membership and of his or her member organization, and other similar matters. 

Sec. 11. Distribution of Transfer Proceeds.  Upon any transfer of a membership, whether 
made by a member or his or her legal representative or by the Board, the proceeds thereof shall 
be applied by the Exchange to the following purposes and in the following order of priority, viz: 

First.  The payment of such sums as the Board shall determine are or may become 
due to the Exchange from the member whose membership is transferred or from a 
member organization with which such member is associated as a member. 

Second.  The payment of such sums as the Board shall determine are due by such 
member or such member organization to other members or member organizations as a 
result of losses arising directly from the closing out under this Constitution and rules 
adopted pursuant hereto (or, to the extent made applicable by such rules, under the rules 
of The Options Clearing Corporation) of contracts entered into in the ordinary course of 
business on the Exchange for the purchase, sale, borrowing or loaning of securities. 

There shall not be allowed as entitled to priority in payment under this subsection 
any claim otherwise allowable under the foregoing paragraph, with respect to which the 
claimant, in the opinion of the Board, did not take promptly all other proper steps under 
this Constitution, the rules adopted pursuant hereto and practice of the Exchange to 
protect his or her rights and to enforce such claim when due. 

No claim asserted under this subsection shall be considered by the Board nor shall 
any member or member organization asserting such a claim have any rights thereunder, 
unless a written statement of such claim shall have been filed with the Secretary of the 
Exchange prior to the transfer of the membership of the member against whom claim is 
being made. 

If the proceeds of the transfer of a membership are insufficient to pay in full all 
claims allowed under this subsection, payment shall be made pro rata upon all such 
allowed claims. 

Third.  After provisions for the payment of sums payable under subsections First 
and Second hereof, there may, in the discretion of the Board, be deducted from the 
remaining proceeds, if any, and paid to the Exchange the amount of any unusual expenses 
incurred by the Exchange in connection with litigation involving the disposition of such 
proceeds, including counsel fees and disbursements and the cost of producing records 
pursuant to a court order or other legal process. 
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Fourth.  The surplus, if any, of the proceeds of the transfer of a membership, after 
provision for the payment of sums payable under subsections First, Second and Third 
hereof, shall be paid directly to the person whose membership is transferred, or to his or 
her legal representative, upon the execution and delivery to the Exchange by him or her or 
such representative of a release or releases satisfactory to the Board, unless the Board, in 
its discretion, determines that such surplus should be paid to the member organization or 
former member organization with which such member is or was last associated as a 
member, in view of the fact that such member had expressly agreed, either in the 
partnership articles or in a writing filed with the Exchange, that such surplus shall be paid 
either directly by him or her or directly by the Exchange to such member organization.  In 
the event the Board makes such determination, such surplus shall be paid to such member 
organization, upon the execution and delivery to the Exchange by such member or such 
member organization, or both, of a release or releases satisfactory to the Board. 

No payment of such surplus under the provisions of this subsection shall be made 
to a member organization or former member organization with which such member is or 
had previously been associated as a member if such member organization, in the opinion 
of the Board, did not take promptly all proper steps to protect and enforce its rights, or if 
the Board, in its sole discretion, shall determine that an unreasonable time has elapsed 
between the date when he or she ceased to be such a member in such member 
organization and the date of the transfer. 

Except as otherwise specifically provided for by this Constitution, no recognition or 
effect shall be given by the Exchange to any agreement or to any instrument entered into or 
executed by a member or his or her legal representatives which purports to transfer or assign such 
member’s interest in his or her membership, or in the proceeds or any part thereof, or which 
purports to create any lien or other right with respect thereto, or which purports in any manner to 
provide for the disposition of such proceeds to a creditor of such member; nor shall payment of 
such proceeds be made by the Exchange to any agent or attorney-in-fact of a member except as 
may be permitted by the rules adopted by the Board in those cases in which such agent or 
attorney-in-fact (a) is acting solely for and on behalf of such member and is neither directly nor 
indirectly acting in his or her own behalf or in behalf of any third person or (b) is a partner of the 
member firm or an officer in a member corporation with which such member is associated as a 
member. 

If the amount of any sum payable under the provisions of this Section cannot for any 
reason be immediately ascertained and determined, the Board may, out of the proceeds of the 
membership, reserve and retain such amount as it may deem appropriate, pending determination 
of the amount so payable. 

Sec. 12. Disposition by Board.  When a regular member dies or is expelled, his or her 
membership may be disposed of by the Board. 

Sec. 13. Death of Sole Exchange Member.  If, upon the death of a regular member who, at 
the time of his or her death, was associated as a member with a member organization and was the 
only member so associated, the following conditions exist: 
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(1) the member organization continues in business, and 

(2) the deceased member shall have agreed in a writing filed with the Exchange that such 
continuing member organization, if permitted by the Board to have the status of a member 
organization, shall be entitled to have the use of his or her membership from the date of his or her 
death until the termination of such status of such continuing organization or until a member of 
the Exchange becomes associated with such organization as a member and that, subject to this 
Constitution and the rules of the Exchange, the proceeds of his or her membership shall be an 
asset of the continuing member organization during such period, and 

(3) such continuing member organization shall be permitted by the Board to have the 
status of a member organization, 

then upon the transfer of the membership of such deceased member the proceeds thereof shall be 
applied to the same purposes and in the same order or priority as if such member had continued 
to be a member of the Exchange associated as such with such continuing member organization 
until the date of the termination of such status, or until a member of the Exchange becomes 
associated as a member with such continuing member organization, whichever event occurs first. 

Sec. 14. Rights Under Section 11.  The death, expulsion or suspension of a member or the 
transfer of his or her membership, or the suspension, retirement or dissolution of a member 
organization shall not affect the rights of creditors, or the rights of such member, his or her estate 
or such member organization under the provisions of Section 11 of this Article. 

Article III   
Meetings of Members 

Sec. 1. Annual Meeting.  A meeting of the members of the Exchange entitled to vote 
thereat shall be held annually for the election of directors and other elective positions, and for the 
transaction of any other proper business, at such time as the Board may select on the first 
Thursday in June in each year or, if the Exchange is not open for business on that day, on the 
next succeeding business day.  At such annual election, there shall be elected by the membership 
by ballot: 

[(a) A class of twelve directors to serve for a term of two years, six of whom shall 
be public directors and six of whom shall be industry directors, the members of which 
shall be qualified to serve under this Constitution,] 

(a)  all directors to be elected by members to serve for a term of one year; 

[(b) A class of four members of the Nominating Committee to serve for a term of 
two years, two of whom shall be persons who would, were they directors, satisfy the 
definition of public director, and two of whom shall be persons who would, were they 
directors, satisfy the definition of industry director,] 

(b)  two Trustees of the Gratuity Fund who shall be regular members (and not 
lessor members), to serve for a term of three years; and 
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[(c) Two trustees of the Gratuity Fund who shall be regular members (and not 
lessor members), to serve for a term of three years, 

(d) Qualified persons to fill any vacancies in the Board, the Nominating 
Committee, or the trustees of the Gratuity Fund.] 

(c)  qualified persons to fill any vacancies among the trustees of the Gratuity 
Fund.   

The Board shall distribute its annual nominating report, which lists the nominees to serve 
in the elective positions, to each member not less than 60 days in advance of the annual meeting. 

Nominees by Petition.  Members of the Exchange may propose by petition nominees for 
the positions to be filled at the elections prescribed by this Constitution.  Any such nominee must 
be endorsed by not less than forty members and no member shall endorse more than one 
nominee, provided, however, that not less than one hundred members may, by petition, propose 
an entire ticket or any portion thereof.  Such petition shall contain for each such potential 
nominee to the Board a completed questionnaire used by the Board to gather information 
concerning its nominees (which form the Secretary of the Exchange shall provide upon the 
request of any member).  The petitions shall be filed with the Secretary of the Exchange in sealed 
envelopes within two weeks after the date fixed for the publication of the Board’s annual 
nominating report.  The Secretary of the Exchange shall provide such petitions to the Board.  The 
persons nominated by petition, if found eligible for election by the Board, consistent with the 
criteria articulated in Article IV, Section 2 of this Constitution, shall be deemed nominees for 
such offices or positions.  The Board’s determination of such eligibility shall be final and 
conclusive. 

Prior to the annual meeting proxies shall be solicited for the election of directors and 
trustees of the Gratuity Fund and for action on such other business as may come before the 
meeting, in accordance with the further provisions of this Article, including sections 5 and 7 
below. 

The annual meeting shall be held in the Board room of the Exchange or at such other 
place as may be fixed in advance by the Board.  At the annual meeting, the Board shall present a 
report for the preceding fiscal year as prescribed by law. 

Sec. 2. Commencement of Term.  The term of office of the persons elected at each annual 
election shall commence immediately after the annual meeting of members. 

Sec. 3. Vote Required to Elect.  In determining those nominees who have been 
successfully elected to serve [in any class of] as directors, [members of the Nominating 
Committee,] or trustees of the Gratuity Fund (including nominees to fill any vacancies), 
nominees [in each such class] receiving the highest number of votes shall be declared elected. [; 
provided, however, that in determining the results of an election in any class in which there are 
more nominees than there are offices or positions to be filled, the nominees whose election 
would result in the required composition of the class shall be declared elected in the order of the 
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highest number of votes received by such nominees in such class, to the exclusion of nominees 
whose election would not result in the required composition of such class. 

For the purpose of determining the results of an election in which there are more 
nominees than there are offices to be filled in a class of directors, the Nominating Committee, 
prior to the time when the names of nominees are reported to the Exchange, shall advise the 
Secretary of the Exchange which of the nominees named by it for such class are: 

(a) qualified to serve as public directors, and of these: 

(i) which are associated with corporations that are not financial institutions and 
are the issuers of securities that are admitted to dealings upon the Exchange, and 

 
(ii) which are associated with financial institutions that are significant investors in 

equity securities; or 
 

(b) qualified to serve as industry directors, and of these: 
 

(i) which are associated with member organizations that engage in a business 
involving substantial direct contact with securities customers, 

 
(ii) which are registered as specialists and spend a substantial part of their time on 

the floor of the Exchange, 
 
(iii) which is associated with a member organization that has its principal place of 

business in the metropolitan area of New York City, is not national in nature and is not 
engaged in activities as a specialist, 

 
(iv) which spends a majority of his or her time on the floor of the Exchange, has 

as a substantial part of his or her business the execution of transactions on the floor of the 
Exchange for other than his or her own account or for the account of his or her member 
organization, but is not registered as a specialist, and 

 
(v) which of those described in (i) above reside and have their principal places of 

business outside the metropolitan area of New York City. 
 

The Board, prior to such time, shall determine which of the nominees named by petition for any 
class of directors fall within one or more of the categories specified above.]  In the case of a tie 
vote, the names of the nominees involved shall be referred to the Board, which, by the 
affirmative vote of a majority of the entire Board, shall make a selection. 
 

Sec. 4. Special Meetings of Members.  Special meetings of the members may be called by 
the Chairman of the Board.  The Chairman of the Board shall call[ed] a special meeting of 
members upon the direction of the Board or upon the written request of one hundred members. 
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Sec. 5. Notice of Meetings of Members.  Notice of each meeting of members shall be 
written, shall state the date, time and place of the meeting, shall state the purpose or purposes for 
which the meeting is called and unless it is the annual meeting, indicate that it is being issued at 
the direction of the person or persons calling the meeting.  The Secretary of the Exchange shall 
mail a copy of the notice not less than ten nor more than fifty days before the date of the meeting, 
to each person who on the date the notice is mailed, is a member who would be entitled to vote at 
such meeting, and shall deliver a copy to each person who becomes a member entitled to vote at 
such meeting thereafter and prior to the meeting or any adjournment thereof.  If a member shall 
have filed with the Secretary a proxy authorizing another person or persons to act for such 
member at any meeting of members, the Secretary shall concurrently mail a copy of the notice of 
any meeting to the holder of such proxy.  When a meeting is adjourned to another time or place, 
notice shall be given of the adjourned meeting and at the adjourned meeting any business may be 
transacted that might have been transacted on the original date of the meeting.  With the notice of 
annual meeting, the Secretary of the Exchange shall furnish a form of proxy, which shall 
designate [the] one or more members of the [Nominating Committee or any one or more of 
them,] Exchange as persons authorized to act thereunder at the annual meeting.   

Sec. 6. Quorum at Meetings of Members.  Members entitled to cast a majority of the total 
number of votes entitled to be cast at any meeting, present in person or by proxy, shall constitute 
a quorum of the members of the Exchange for the transaction of any business, but the members 
present and entitled to vote thereat may adjourn any meeting despite the absence of a quorum. 

Sec. 7. Proxies.  A member may authorize another person or persons to represent and act 
as attorney-in-fact for the member in voting on any and all matters at any annual or special 
meeting of members held during the term of the proxy, or in expressing consent or dissent 
without a meeting, and in any and all things incidental thereto, such as requesting the call of 
special meetings of members, proposing by petition nominees for offices or positions to be filled 
at elections, proposing amendments to this Constitution, or executing for and on behalf of the 
member waivers of notice.  Any such proxy shall be in form satisfactory to the Exchange. 

Sec. 8. Presiding Officer.  At any meeting of the members of the Exchange, if neither the 
Chairman of the Board nor any person authorized to act for the Chairman under Section 5 of 
Article VI shall be present, the members present, in person or by proxy, shall elect a presiding 
officer for the meeting. 

Sec. 9. Vote of Members.  (a) Each regular member in good standing shall be entitled to 
one vote on each office or position to be filled at any election or upon any other matter at any 
meeting of the members of the Exchange, including: 

(i) any sale, lease, exchange or other disposition of all, or substantially all, the 
assets of the Exchange, 

(ii) any merger or consolidation in which the Exchange is to participate as a 
constituent corporation within the meaning of the New York Not-For-Profit Corporation 
Law, and 
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(iii) any dissolution or final liquidation of the Exchange. 

(b) Each physical access member in good standing shall be entitled to one vote, and each 
electronic access member in good standing who became such prior to [the effective date referred 
to in subsection (c)] March 30, 1986 shall be entitled to one-half vote, on each office or position 
to be filled at any election or upon any other matter at any meeting of the members of the 
Exchange, provided, however, that such member shall not be entitled to vote on any of the 
following matters: 

(i) any sale, lease, exchange or other disposition of all, or substantially all, the 
assets of the Exchange, 

(ii) any merger or consolidation in which the Exchange is to participate as a 
constituent corporation within the meaning of the New York Not-For-Profit Corporation 
Law, 

(iii) any dissolution or final liquidation of the Exchange, 

(iv) any proposal to amend any of the rights and privileges or limitations thereon 
pertaining to such a member, or 

(v) any election or amendment concerning the Gratuity Fund or the trustees of the 
Gratuity Fund. 

(c) An electronic access member who becomes such on or after [the effective date] March 
30, 1986 shall have no vote at any election or upon any other matter at any meeting of the 
members.  [“Effective date” shall mean the date that is 30 days after the date on which this 
subsection becomes effective.] 

(d) Whenever any corporate action, other than the election of a person to a position or 
office, is to be taken by vote of the members, it shall, except as otherwise required by law or by 
th[is]e Constitution, be authorized by a majority of the votes cast by the members entitled to vote 
thereon, in person or by proxy, at a meeting of the members. 

Sec. 10. Inspectors.  The Board shall, in advance of any meeting of members at which a 
vote is to be conducted, appoint an inspector to act at the meeting or any adjournment thereof.  
The person so appointed shall not be an officer or employee of the Exchange, a director of the 
Exchange, or a director, officer, partner or employee of a member organization. 

Article IV   
Board of Directors 

Sec. 1. Powers of Board.  The Board shall be vested with all powers necessary for the 
govern[m]ance[nt] of the Exchange, the regulation of the business conduct of members, allied 
members and member organizations of the Exchange and of approved persons in connection with 
their conduct of the business of member organizations and the promotion of the welfare, objects 

 22



and purposes of the Exchange and in the exercise of such powers may adopt such rules, issue 
such orders and directions and make such decisions as it may deem appropriate. 

The Board may prescribe and impose penalties for the violation of rules adopted pursuant 
to this Constitution and for neglect or refusal to comply with orders, directions or decisions of 
the Board or for any offense against the Exchange, the penalty for which is not specifically 
prescribed by this Constitution.  The Board shall have the power to hold meetings at such times 
and places as it deems advisable, to appoint the Board of Executives, to appoint committees, to 
appoint officers as provided herein, to employ necessary employees, to authorize proper 
operating expenditures and to take such other action as may be necessary or proper to carry out 
the purposes of the Exchange. 

Each person elected to the Board, and each person serving as a member of the Board of 
Executives, who is not a member of the Exchange shall have the right to go upon the Floor of the 
Exchange but shall not have the right to transact business thereon. 

[Sec. 2. Composition of Board.  The Board shall consist of twenty-four directors elected 
by the members of the Exchange, a Chairman of the Board, the Executive Vice Chairman, if 
there be one, and the President, if there be one.  The directors elected by the members shall 
consist of twelve public directors and twelve industry directors.  Directors elected by the 
members of the Exchange shall be divided into two classes of twelve each (sometimes referred to 
as class A and class B) whose terms of office shall expire in alternate years.  Each class shall 
consist of six public directors and six industry directors.(a) the public directors shall include the 
following: 

(i) at least one of the public directors shall be associated with a corporation that is 
not a financial institution and is the issuer of securities that are admitted to dealings upon 
the Exchange, and 

 
(ii) at least one of the public directors shall be associated with a financial 

institution that is a significant investor in equity securities. 
 

(b) the industry directors shall include the following: 
 

(i) two of the industry directors in class A and three of the industry directors in 
class B shall be associated with member organizations that engage in a business involving 
substantial direct contact with securities customers and shall reside and have their 
principal places of business within the metropolitan area of New York City, and(ii) one of 
the industry directors of each class shall be associated with a member organization that 
engages in a business involving substantial direct contact with securities customers and 
shall reside and have his or her principal place of business outside the metropolitan area 
of New York City, and 

 
(iii) one of the industry directors in class A and two of the industry directors in 

class B shall be registered as specialists and shall spend a substantial part of their time on 
the floor of the Exchange, and 
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(iv) one of the industry directors in class A shall be associated with a member 

organization that has its principal place of business in the metropolitan area of New York 
City, is not national in nature and is not engaged in activities as a specialist, and 

 
(v) one of the industry directors in class A shall spend a majority of his or her time 

on the floor of the Exchange, shall have as a substantial part of his or her business the 
execution of transactions on the floor of the Exchange for other than his or her own 
account or for the account of his or her member organization, but shall not be registered 
as a specialist. 

 
No person who has been elected a director by the membership to three 

consecutive terms shall be eligible for election as a director except after an interval of at 
least two years. Each person who is not a member of the Exchange and is elected to the 
Board shall, by the acceptance of the position of director, be deemed to have agreed to 
uphold this Constitution.] 

 
Sec. 2.  Composition of the Board.  The Board shall consist of the Chairman of the 

Board, the Chief Executive Officer (if such individual is not also the Chairman), and such 
number of directors elected by the members of the Exchange as is fixed from time to time by 
resolution of the Board, provided that such number shall not be less than six nor more than 
twelve.  The directors elected by the members shall be independent of management of the 
Exchange, the members, and issuers of securities listed on the Exchange, and shall include 
directors who will enable the Exchange to comply with the requirements of Section 6(b)(3) of the 
Act.  Among other things, no director elected by the members shall be (a) a member, allied 
member, lessor member or approved person; (b) an officer or employee of the Exchange; (c) a 
person employed by or affiliated, directly or indirectly, with a member organization, or with a 
broker or dealer that engages in a business involving substantial direct contact with securities 
customers; or (d) an executive officer of an issuer of securities that are listed on the Exchange.  
In addition, no director shall qualify as independent unless the Board affirmatively determines 
that the director has no material relationship with the Exchange. The Board shall adopt specific 
standards relating to such determination, comparable to the standards required of issuers listed on 
the Exchange, by effecting a rule change within the meaning of Section 19(b)(1) of the Act.  
Candidates for the Board shall be selected in accordance with such further criteria as the 
Nominating & Governance Committee shall establish, as set forth in Section 12(a)(1) of this 
Article IV.  The Nominating & Governance Committee shall recommend to the Board the 
candidates for Board membership; provided, however, that, in order to assure the Exchange is 
able to meet the requirements of Section 6(b)(3) of the Act concerning members of the 
Exchange, the Industry Members of the Board of Executives shall recommend to the Board 
candidates constituting 20% of the number of directors to be elected by the members of the 
Exchange, but in no event fewer than two directors.  

 
When a single individual serves as both the Chairman and Chief Executive Officer, the 

Board shall designate a director elected by the members as a lead director to preside over 
executive sessions of the Board; the Chief Executive Officer shall not participate in executive 
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sessions of the Board.  The Board shall also publicly disclose the lead director’s name and a 
means by which interested parties may communicate with the lead director.  Each person who is 
elected to the Board shall, by the acceptance of the position of director, be deemed to have agreed 
to uphold this Constitution. 

[Sec. 3. Meetings of Board.  Meetings of the Board shall be held at the Exchange’s 
principal office in the state of New York or at such other place, within or without such state, as 
the Board may from time to time determine or as shall be specified in the notice of any such 
meeting.  The Board shall meet for the purpose of organization, the election of officers and the 
transaction of other business, on the same day the annual meeting of members is held.  Notice of 
such meeting need not be given.  Special meetings of the Board may be called by the Chairman 
of the Board or pursuant to the written request of four directors upon notice as below prescribed.] 

Sec. 3. Term of Office.  Directors shall serve for a term of one year (or until the end of the 
term of his or her predecessor if he or she shall have been elected to succeed a person who has 
not completed his or her one-year term).     

Sec. 4. Resignation of Directors.  Any director may resign at any time by giving written 
notice of resignation to the Board or the Chairman of the Board or the Secretary of the Exchange.  
Any such resignation shall take effect at the time specified therein, or, if the time when it shall 
become effective shall not be so specified, then it shall take effect immediately upon its receipt. 

Sec. 5. Vacancies.  Any Board vacancy shall be filled, after nomination by the 
Nominating & Governance Committee or the Industry Members of the Board of Executives, as 
the case may be, by the affirmative vote of a majority of the entire Board, unless the Board shall 
determine that the vacancy need not be filled until the next annual election.  A director so elected 
shall serve until the next annual election of the Exchange and until his or her successor is elected 
and takes office.  

Sec. 6. Meetings. 

(a) Frequency of  Meetings.  The Board shall have not less than four meetings each year.  
Special meetings of the directors may be called by the Chairman of the Board, or pursuant to the 
written request of not less than one-third of the directors then in office, in accordance with the 
provision of notice of meetings, except when in the judgment of the Chairman, emergency 
requires shorter notice. 

(b) Place of Meetings.  Meetings of the Board shall be held at the Exchange’s principal 
office in the state of New York or at such other place, within or without such state, as the Board 
may from time to time determine or as shall be specified in the notice of any such meeting.   

(c) Notice of [Board] Meetings.  Notice of a meeting of the Board shall be given by the 
Secretary of the Exchange or by a person calling the meeting to each director, other than any who 
have duly waived notice, by written notice mailed first class postage prepaid, not later than five 
business days before the meeting, or by electronic communication.  Any notice shall be sufficient 
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if addressed to a director at his or her office or at such other address as he or she shall have 
requested the Secretary of the Exchange to direct notices. 

[Sec. 5.](d) Quorum [at Board Meetings]; Action.  A majority of the entire Board shall be 
present in person at any meeting of the Board in order to constitute a quorum for the transaction 
of business at such meeting.  Participation in a meeting by means of a conference telephone or 
similar communications equipment allowing all persons participating in the meeting to hear each 
other at the same time shall constitute presence in person at a meeting.  Except as otherwise 
expressly required by law or the certificate of incorporation of the Exchange or this Constitution, 
the act of a majority of the directors present at any meeting at which a quorum is present shall be 
the act of the Board.  In the absence of a quorum at any meeting of the Board, a majority of the 
directors present may adjourn such meeting from time to time until a quorum shall be present.   
Notice of any adjourned meeting shall be promptly given.  At any adjourned meeting at which a 
quorum is present, any business may be transacted which might have been transacted at the 
meeting as originally called.  The directors shall act only as a Board and the individual 
[D]directors shall have no power as such. 

[Sec. 6. Organization Meeting.]  (e) Annual Organizational Meeting.  The Board shall 
hold its annual organizational meeting on the same day as the annual meeting of the members.  
Notice of the meeting need not be given.  At its organizational meeting, the Board, by the 
affirmative vote of a majority of the entire Board, shall: (1) elect the Chairman of the Board [and, 
from among the industry directors, one or more Vice Chairmen of the Board as the Board may 
deem appropriate, such Chairman and each such Vice Chairman to serve until the next 
organization meeting of the Board and until their successors have been elected and take office.  
At its organization meeting, the Board in its discretion may also], and such Chairman shall serve 
until his or her successor has been elected and takes office; (2) appoint the members of the Board 
of Executives; and (3) take such other organizational actions as may be appropriate, including the 
appointment of committees and the appointment or approval of the officers of the Exchange.  
The Board, at its organizational meeting, shall by the affirmative vote of a majority [of the entire 
Board, elect an Executive Vice Chairman of the Board to serve for such period as the Board shall 
determine.  The Board, at its organization meeting, shall by the affirmative vote] of the entire 
Board, designate the person or persons to serve in the absence, inability to act or vacancy in the 
office of the Chairman of the Board.  

[Sec. 7. Resignation of Directors.  Any director may resign at any time by giving written 
notice of resignation to the Board or the Chairman of the Board or the Secretary of the Exchange.  
Any such resignation shall take effect at the time specified therein, or, if the time when it shall 
become effective shall not be so specified, then it shall take effect immediately upon its receipt. 

Sec. 8. Vacancies.  Any vacancy in the office of a director of any class elected by the 
membership shall be filled by the affirmative vote of a majority of the entire Board, unless the 
Board shall determine that the vacancy need not be filled until the next annual election.  Prior to 
filling such vacancy, the Board shall request the Nominating Committee to submit to the Board 
the name of the person recommended by the Nominating Committee to fill such vacancy.  Any 
person to be eligible to fill such vacancy must meet the qualifications for election in the class of 
directors in which the vacancy exists, so that upon his or her election the composition of that 
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class shall meet the requirements of this Article.  A director so elected shall serve until the next 
annual election of the Exchange and until his or her successor is elected and takes office. 

Sec. 9. Loss of Qualification.  If the Board shall determine by the affirmative vote of a 
majority of the entire Board that any director has lost any qualification needed for office, such 
person shall cease to be a director and his or her office shall become vacant.   

Sec. 10.]  

Sec. 7.  Action by Written Consent.  Any action required or permitted to be taken by the 
Board or any committee thereof may be taken without a meeting if all members of the Board or 
the committee unanimously consent in writing to the adoption of a resolution authorizing the 
action. 

Sec. [11.]8. Fees and Compensation.  By the affirmative vote of a majority of the entire 
Board, the Board may fix the fees and compensation to be paid to the directors, members of 
[such committees as it may from time to time authorize] the Board of Executives, committee 
members, the Chairman of the Board, other officers of the Exchange, arbitrators and the trustees 
of the Gratuity Fund. 

Sec. [12.] 9. Loss of Qualification.  If a director ceases to meet the requirements for 
directors, such director shall be deemed to have tendered his or her resignation for consideration 
by the Board, and such resignation shall not be effective unless and until accepted by the Board.   

Sec. 10. Failure to Discharge Duties.  In the event of the refusal or failure of a director of 
the Exchange, or a trustee of the Gratuity Fund, to discharge his or her duties, or for any cause 
deemed sufficient by the Board, the Board may, by the affirmative vote of a majority of the entire 
Board, remove any such director or trustee and declare that office or position to be vacant. 

Sec. [13.]11. Interpretation of Constitution and Rules.  The Board shall have power to 
interpret this Constitution and all rules adopted pursuant hereto.  Any interpretation made by it 
shall be final and conclusive. 

Sec. 12. Standing Committees.  The Standing Committees and their respective Chairmen 
shall be appointed by the Board at its annual organizational meeting.  The Board shall adopt for 
each Standing Committee a charter consistent with the duties prescribed in the subsections 
below, and including such additional duties as may be considered appropriate and not 
inconsistent with this Constitution. 

(a) Committees Consisting Solely of Directors.  The Standing Committees described in 
Section 12(a)(1)-(4) shall consist solely of directors, other than the Chief Executive Officer, and 
shall report to the Board.  Such Standing Committees may be combined with any other such 
Standing Committee, be subdivided into one or more such Standing Committees, or the Board 
may constitute itself as a committee of the whole in respect of such a Standing Committee; 
provided, however, that if the Board constitutes itself as a committee of the whole with respect to 
the activities of the Nominating & Governance Committee, the Human Resources & 
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Compensation Committee, the Audit Committee or the Regulatory Oversight & Regulatory 
Budget Committee, the Chief Executive Officer shall be recused from such Board deliberations.   

(1) Nominating & Governance Committee.  The Nominating & Governance 
Committee shall be responsible for (i) recommending to the Board candidates for Board 
membership in accordance with Article IV, Section 2 and candidates for Trustees of the 
Gratuity Fund, (ii) recommending to the Board candidates for Board of Executives 
membership, (iii) conducting the Board’s annual governance review, (iv) reviewing and 
recommending the Exchange’s corporate governance guidelines, (v) establishing an 
appropriate process for, and overseeing implementation of, the Board’s self-assessments 
(including Board self-assessment, committee self-assessments and director assessments) 
and the Board of Executives’ self-assessments, (vi) recommending director 
compensation, and (vii) succession planning for the Chairman and Chief Executive 
Officer of the Exchange.  In discharging its responsibilities under clause (i) of the 
immediately preceding sentence, the Nominating & Governance Committee shall propose 
persons as candidates for the Board who, in the opinion of the Committee, (a) are 
committed to serving the interests of the public and strengthening the Exchange as a 
public securities market; and (b) include among their number individuals at least one of 
whom is intended to allow the Exchange to meet the requirements of section 6(b)(3) of 
the Act concerning issuers and at least one of whom is intended to allow the Exchange to 
meet the requirements of section 6(b)(3) of the Act concerning investors.  In addition, the 
Nominating & Governance Committee shall establish procedures to solicit the input of 
investors in equity securities and members regarding Board candidates.  The Nominating 
& Governance Committee shall also solicit input from the various Exchange communities 
regarding candidates for appointment by the Board to the Board of Executives.  
Consensus recommendations for candidates to represent the groups referenced in clauses 
(ii), (iii) and (iv) of Article V, Section 2(b) put forward by the respective representatives 
of those groups shall be forwarded to the Board as the recommendations of the 
Nominating & Governance Committee unless and to the extent such Committee 
determines that a candidate does not qualify for the position. 

(2) Human Resources & Compensation Committee.  The Human Resources & 
Compensation Committee shall be responsible for (i)  reviewing and approving corporate 
goals and objectives relevant to Chief Executive Officer compensation, evaluating the 
Chief Executive Officer’s performance in light of those goals and objectives, and, 
together with the other directors elected by the members, determining and approving such 
compensation, (ii) reviewing and approving recommendations regarding compensation 
and personnel actions involving senior Exchange personnel, including such 
recommendations involving senior regulatory personnel received from the Regulatory 
Oversight & Regulatory Budget Committee, and (iii) reporting annually to the members 
and the public on the compensation of the five most highly compensated officers of the 
Exchange (as well as director compensation) and on the compensation philosophy and 
methodology used to award that compensation (including information relating to 
appropriate comparisons, benchmarks, performance measures and evaluation processes 
consistent with the mission of the Exchange). 
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(3) Audit Committee.  The Audit Committee shall be responsible for assisting the 
board in its oversight of the integrity of the Exchange’s financial statements, the 
Exchange’s compliance with legal and regulatory requirements, and the independent 
auditor’s qualifications and independence, including the direct responsibility for (i) the 
hiring, firing and compensation of the independent auditor, (ii) overseeing the 
independent auditor’s engagement, (iii) meeting regularly in executive session with the 
auditor, (iv) reviewing the auditor’s  reports with respect to the Exchange’s internal 
controls, (v) pre-approving all audit and non-audit services performed by the auditor and 
(vi) determining the budget and staffing for the Internal Audit Unit.  The Audit 
Committee charter shall contain additional duties and responsibilities comparable to those 
required of issuers listed on the Exchange. 

(4) The Regulatory Oversight & Regulatory Budget Committee.  The Regulatory 
Oversight & Regulatory Budget Committee shall be responsible for (i) assuring the 
effectiveness, vigor and professionalism of the Exchange’s regulatory program, (ii) 
determining the budget for the Regulatory Group, the Listings and Compliance Unit, the 
Hearing Board, the Arbitration Unit and the Regulatory Quality Review Unit and (iii) 
oversight of the Regulation, Enforcement & Listing Standards Committee and the 
Regulatory Quality Review Unit.  This Committee shall determine the Exchange’s 
regulatory plan, budget and staffing proposals annually and shall be responsible for 
assessing the Exchange’s regulatory performance and recommending compensation and 
personnel actions involving senior regulatory personnel to the Board’s Human Resources 
& Compensation Committee for action. 

(b) Joint Committees 

(1) The Regulation, Enforcement & Listing Standards Committee shall be 
composed of both directors (other than the Chief Executive Officer) and Board of 
Executives members (including at least one Industry Member of the Board of Executives) 
as selected by the Board; provided, however, that a majority of the members of such 
committees voting on a matter subject to a vote of such Committee shall be directors.  
Such committee shall report to the Regulatory Oversight & Regulatory Budget 
Committee and shall (i) review and provide general advice with respect to the Exchange’s 
programs for market surveillance, member and member organization regulation and 
enforcement, and the listing and de-listing of securities, and (ii) hear appeals of 
disciplinary determinations and determinations to de-list a listed company. 

(2) Additional joint committees may be appointed by the Board from time to time 
in its discretion; provided that each shall consist of at least one director (other than the 
Chief Executive Officer).  All such committees shall report to the Board. 

Sec. 13. Special Committees, Advisory Committees, Etc.  Special committees, 
subcommittees, advisory committees, boards or councils may be appointed from time to time in 
the Board’s discretion and may be comprised of individuals who are not directors or members of 
the Board of Executives. 
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Sec. 14. Delegation. 

(a) Delegation Authority.  The Board may delegate such of its powers as it may from time 
to time determine, subject to the provisions of th[is]e Constitution and applicable law, to the 
Board of Executives, to such officers and employees of the Exchange, and to such committees, 
composed either of directors or otherwise, as the Board may from time to time authorize; 
provided, however, that[a], except as this Constitution otherwise provides, the Board may not 
delegate, and no committee may re-delegate, to the Board of Executives or to any committee not 
consisting solely of directors, authority either to adopt rules under Article VIII, Section 1 or 
Article IX, Section 1, or to act on any subject matter described in Article IV, Section 12(a) or 
(b)(1), except by effecting a rule change within the meaning of Section 19(b)(1) of the Act.  Any 
committee of directors to which authority is delegated to adopt rules under Article VIII, Section 1 
or Article IX, Section 1 shall include thereon at least one director nominated by the Industry 
Members of the Board of Executives, as provided in Article IV, Section 2.  The Board shall 
diligently oversee the activities of the Board of Executives, the officers and employees of the 
Exchange, and any committees to which the Board has delegated authority pursuant hereto. 

(b) Limitation of Delegation Authority.  A member, member organization, allied member 
or approved person affected by a decision of any officer, employee or committee acting under 
powers delegated by the Board may require a review by the Board of such decision, by filing with 
the Secretary of the Exchange a written demand therefore within 10 days after the decision has 
been rendered, except as otherwise provided in Article IX [or the rules thereunder.], Section 6.  
Any and all powers delegated by the Board may continue to be exercised by the Board 
notwithstanding such delegation, and the Board may exercise such review and oversight over the 
exercise of (or omission to exercise) any delegated authority as it shall at any time determine.   

Sec. 15. Conflict of Interest.  No director shall participate in the deliberation or 
adjudication of any matter in which he or she is personally interested. 

Article V   
[Nominating Committee 
 

Sec. 1. Composition, Organization Meeting and Eligibility.  The Nominating Committee 
shall be composed of: 

 
(a) Four persons who would, were they directors, satisfy the definition of public director; 

and 
 
(b) Four persons who would, were they directors, satisfy the definition of industry 

director. 
 
The members of the Nominating Committee shall be divided into two classes of four each 

whose terms of office shall expire in alternate years.  Each class shall consist of two persons 
described in (a) above, and two persons described in (b) above. 
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