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B ¢ = 21996+ - ¥ 4~ SECefg 4 » - SECH 11934 % 2 % (0F
WL AES o RIFEIMEHALES o SECAHI98ERL T T F 2 E kK
(ECN)¥ 7 w il = @503 % 12 AP RF -

At F F2Y 2002 # Bz 214 (Enron) % & f i€z (WorldCom) %+
BATMERF 0 NE PR AGHEFRET L2 RFIRT A

g - J 2 BFHE ST ERRFTHOC e MEMIBTRL L AL

2 5l4r SEC %2009 # 5 21 p /A FINRAE REA f g o2 28§52 B 1 ,T*‘w?; i &)
# o Self-Regulatory Organizations; Financial Industry Regulatory Authority,

Inc. ; Order Approving Proposed Rule Change Relating to the FINRA Regulation Board
Composition and Conforming Changes to the FINRA Regulation By-Laws, Release No.
34-59962; File No. SR-FINRA-2009-020, May 21, 2009,

http://www. sec. gov/rules/sro/finra/2009/34-59962. pdf (&t #15F p ¥ : 2013 £ 1

125 P )
31


http://www.sec.gov/rules/sro/finra/2009/34-59962.pdf

TR ERRE ¢ & 2002 £ K 2 % (The Sarbanes-Oxley Act, i§ #

SARBOX Act & SOX Act) »

N

7t %A R P TR E IR AT M2
PR EERFEE MAAT AL BP0 TaE 2 A AR R
BFM2Z MR TR e SHESL P FRERES OB ST €3
E£# 4 f ¢ (Public Company Accounting Oversight Board, PCAOB ) » 2= =
BRRPE TP NI € B IAMAIE PR g P E TR
FEE eIl HIR > “ELEER P hn P %’K'%/‘Eiﬁ?
ERRL - BRZZEOFIFIA LRG> R LD EELTH2E
L R S VAL S R T = oL 1R IR N i

M :2008F &£ piarh g 2 (8 0 2 WK g * *2010# & iE R RS
ER R B —"F‘f %2, , (Dodd-Frank Wall Street Reform and
Consumer Protection Act, # #zDodd-Frank Act?: DFA®) - DFA & i# 2
LERARE e RHER K3 ELL L 'Jﬁﬁﬁ#ﬁf#iiﬂ*%i? CE
ATEDR AW H IS B L g BT G T < A E & AR
J.-,‘i’?’i*vﬁc%éiﬁ’%”f—"ﬁf%éfé’ 2 E A EER TN s RS
A E SRR CESCFREELS
Rk BT K2 iy
B (Title X1)» #ojs 45 T4 REE By ¥

2 32 (Investor Protections and Improvements to the Regulation of Securities )

BOOX 2k s 2002 £ B 2P g FHT # W3k iz 5 (the Public
Company Accounting Reform and Investor Protection Act of 2002) - F.d ka4
== fﬁ Paul Sarbanes fr®ikfx & gfRi+% f ¢ (Committee on Financial
Services) i A Mike Oxley B &3 4 » Flpt iz 2 %k %2 3% A & - 5 The
Sarbanes-Oxley Act o 2 B AF # g %2 FrATH B 5 € 4 ¥ e 1933 &

(ﬁi\/zﬁ 1934 2 XA 2wk HERBEZ L FPM - SBRFFF 2 g3
4 :rsﬁsd?j P4 q_PI-Q-/é‘ & °

# #%Vajiifbgf % 404 n£ﬂ»*&:i§22§3§x«' P B O RGP B R E AR A
Bl 2 TEREEFEEI MY i‘raﬂg o daE 2 Ap B R R M AT
M2 FE e

2% %@ ¢ Frank-Dodd 2 & £ 435 %3 B Dodd % %% B Frank 2 TEF)*% o
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FEMR T HEAFTT G MIA ¢ 35(1) H 44 F A FH(Subtitle
A—Increasing Investor Protection ) ;(2) % i & 3= 3 {7 22 373 ( Subtitle
B—Increasing Regulatory Enforcement and Remedies ) 1 % (3):c i # % % %
% R ¢ 2 ¢ 72(Subtitle F—Improvements to the Management of the Securities
and Exchange Commission) % p % o 5B st %2 7 703 & - 3 SEC
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A FINRAL 3% 2 = 5 FINRAF 7 7 @52 P48 475 0
Fi > @ SECRI A% - MHFINRASE ¥ 1 iF40 10 £ 4 o FINRAYH
H

SR enig 37 0 2 d SECH A o $F 93440 & 2B A B U E F 94,250

Pop kb4 R e REPF et (1D i F HE g (Subtitle
C—Improvements to the Regulation of Credit Rating Agencies) ; (2) % & F A&
¥ %5 7842 (Subtitle D—Improvements to the Asset-Backed Securitization
Process) ;(3)7 # {2 g @ 4 ﬁsrfrﬁ“‘ (Subtitle E—Accountability and Executive
Compensation ) ,(4) 4v 38 o @ 523 ( Subtitle G—Strengthening Corporate
Governance) ;(5) ¥ = JU’T S (Subtltle H—Municipal Securities) ;(6) = &%
Faof e it A€ KT esm®se (Subtitle [—Public Company Accounting
Oversight Board, Portfolio Margining, and Other Matters) ;(7) #X¥ <% 2 f ¢

fie & 7 £ (Subtitle J—Securities and Exchange Commission Match Funding)

21" Coffee, 638-
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M TT%FINRAE'v’ﬂ,?:P_f%‘; Mm% o FINRAZE ¢ ¢ > 5 118 222X 2 ¥
2 % 12 % (Public Governors) > @ 10/ % p *>t & % & & £ > ®a FINRA=CEO
2 NYSE RegulationsCEO~ 5 % A= F @ 2E 2 7 > p w fd
Richard G. Ketchum4% iz & % § i /7 (Chairman)£2 3 & £ (CEO)» # 7'z -
B2 FoF Z NPATEE IR A FTEINE B4 B[R G o & % (Corporate
Communications ) ~ #¢ 7 (Enforcement) ~ ¢ £ % 3= (Member Regulation )
% 12 gz X (Regulatory Policy ) ~ & =4 §% ;422 Fx. 2% ( Dispute Resolution &
Hearing )~ #X 3 4 % ¥ ¢ = (Investors Education Center ) s+ “t > %2009# >
FINRA%‘%:N it ﬁﬂvkvﬁ‘iﬁ?ﬁe') % (the Office of the Whistleblower ) g7 2¥#; i}
e H 3RS 7 (the Office of Fraud Detection and Market
Intelligence ) » 12— # 4e s 3 X35 80P & ~ A B BT A hifE -

¥ ¢ 5 FINRA :B3% 7 37 535394 A ¢ (Advisory Board) - ¥ FINRA
REFGLL Sl FAL R g Vs BAGFA L R ¢ (Compliance
Advisory Committee ) ~ = # g4 A ¢ (Corporate Financing Committee ) ~
ik 4 B ¢ (Economic Advisory Committee ) ~ & f& # i & R §
( Financial Responsibility Committee ) ~ ¥ % jx ¥ % B ¢ (Fixed Income
Committee ) ~ > X f/i%'a & £ £ ¢ (Independent Dealer/Insurance
Affiliate Committee ) *' ~ # ¥ = @ 4 B ¢ ( Investment Companies
Committee ) ~ # 3% 2% § ¢ (Market Regulation Committee ) ~ ¢ § £ £

¢ (Membership Committee )~ > B # # ¥ j24 § ¢ (National Arbitration

PLRERBEY > #3- A ¢ E2% (Floor Member Governor) - — A jbx P’ii\ﬁé/
W% B 2 72 % (Independent Dealer/Insurance Affiliate Governor) ~ - A4 F
P i3 E (Investment Company Affiliate Governor) ~ = & | 3 ]Fﬁi\‘ﬁiﬂ'i (Small
FirmGovernors) ~- A ® AH S FRE L= R 1’“']*’**‘*4‘;%5“’1 o HoP LA~ P A
“‘l;‘é%*miﬁ Hd ¢ B39 FINRA e ¢ B ~ iR & w)iE :'Wc o

“kEL http://www. finra. org/AboutFINRA/Leadershlp/Committees/pl97363 (&
%éil]}?‘}ﬂﬁ? 2013 & 19 26p ) -
R g REMIMRIAE R SRS B AN GRS MR TR 2P A b
% 9% (independent contractor) #7ie= o
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and Mediation Committee, NAMC ) ~ ¥ &35 4 f ¢ (Operations Advisory
Committee ) ~ -] AlE X F 5% A ¢ (Small Firm Advisory Board ) ~ $jtr
%@ % A ¢ (Technology Advisory Committee ) ~ - 72 R4 f §
(Uniform Practice Code Committee ) ~ +» % % A ¢ ( District Committees )

A >3 g™k ¢ (National Adjudicatory Council, NAC) -
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PGPk g -2 RE R ERRLAE (NAMC) 7 5 > ARE 7 425279
B 304 22 iz 4 (Mediators )iz - FH DR 2 =5 £ % 7w FINRA

diEZk o b > NAMC= ,T&:FINRAE'L'réFri BB R MR E SR
PICEREEETf FREDL Los d 3INAMCeE & 45 7]t 275 NAMC
s B o é#@;r,t‘?f“ Ay ER R A ZFINRAGR A B2 24 o He <
%ﬁxﬁﬂNAMCﬁﬁﬁﬂi)ﬁ?&{gl ER A LT o P fE S A AR
PARp R AEETLR § AR FE R e Y
Db o SR HAE BG4 R aE o T g

¥ - BERPDTNILE R BN 2% fﬂ—\i@]%\ e N
(NAC) - ¢ 2 F15NAC? £ + % & 75 d FINRARZE ¢ “7 (F & ehgt ji
B0 bR E F F A RFINRAS -2 975 P v o ¥ %
NACR f # 3 AL TFREAMZRLTREREFERAEHUZEHLE
Bt HREEE —%{— [E3: A ] *v?NACfﬁ.?:E_.f‘j%‘é s E d 143224 B B
Hoe = A KkpER > Vo= =plEd 22E 7 g ﬁﬁ"ﬂ’z oM = ER R

o4 ¢ **NAC # #7F FINRAKA % & %ﬁ;ﬁ?j?ﬁ%

~=i
=
Bl
a\ ﬂ
o
Sy

vﬁv ™

zZ -4

AC= LFINRAZ @ isTm %40 — B & & ek 2+ o

36



Sr & FREEPLD AN EBHLRE

HE RS EEM R REAT T RS ERAIR 2 RE
Hd 40D B BT OPFFRI P DT RAE AR pEER
AW R R A B FRDRTF] - 2 e ANATRARF S SIRE T SR
Pen¥or > REEIIFOA GRS 0 TR LD G R dlpFaES

TIOR 0 V- G o A LI i >

>
‘\-r
e
e
R
>~
T
T\:\}_
[
i
—h
il

Mot BRI LT U FF 2007 #67 #-NASD & NYSEE 12
TR EE S £ A ¥ E 24 ( Financial Industry Regulatory Authority,
FINRA)# wp FRAARFLTEH R Gf & ¢4 o FINRAS T - 3R
FINRAS & 2 R % - s ¥ £ 527 EF gL - 7 SECRIH Y %
& FINRA . 27 4p B EAR R Fé.“a‘%_’rﬁ“ih’é%ﬂ BT EE B 7EFR

EET BN A TR A ER EER O ESER L P ek 2
pErEEE A -
4d ot &R A EE IS HFINRAK & 1 NASD# & £ % % “7(NYSE)
HERDEE-REFZ2 B2 5 FtH 22 p %%Tj%tﬁv?i"ﬁ T

i.
R I T A RE R FERD B AL E > o JFEFINRAS

“‘/
ol
(\x
1
e
W
i
Eich
e
2

‘t—"%“i‘ﬁ_‘ﬁi ) ,,ﬁ_ﬁﬂi E Ez iné‘l"j\ltpﬂ.n )‘-4 % ijz‘;ﬁi‘
PR Ly P S P S R T S NP S K )

%3 3% o FINRA#TH * chSROSH-A] chiz o 7 GHfies Hond - HE X 3
‘%@7,!'1’}%7‘;5:_‘{’—;:[;(57%:#' %ﬁc{i(Jl}JK/f],d,.Q ;f;g? »gﬁ; » VI FEiRTE X

37



FTm dla s o 2 RS EL AR S
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B & (SEC)¥ 4 f & % S 1 (FINRA)ch £ iF 81 A 4 o
‘;5

BT i B4 o SECA XY X 2 & £ (Exchange Act of 1934)10b

2 AT F]20 SECRPI0b-5 ZhEw B X3 PR d 57 27
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10b-54] 2 =rp ™ o @ & 5 @ M SECE H3 X 3 B 41 E & 2k
4 o

B T—i—_]%‘« IFINRA - ;‘}:’ﬁ RO ERE AL 0 2 g BT 3~ dok &
HeirhLa s ne@Ff LEIgerEs e Yo mgppe s g 2
WA FINRAR - 3¢ f 5 {3 it o & g e

T ER Y e iF 3 % o ¥ 532 (high standards of commercial honor) » £

% SEC Rule 10b-5(Employment of Manipulative and Deceptive Practices) :

It shall be unlawful for any person, directly or indirectly, by the use of any means or
instrumentality of interstate commerce, or of the mails or of any facility of any national securities
exchange,

(a) To employ any device, scheme, or artifice to defraud,

(b) To make any untrue statement of a material fact or to omit to state a material fact
necessary in order to make the statements made, in the light of the circumstances under which they
were made, not misleading, or

(c) To engage in any act, practice, or course of business which operates or would operate as a
fraud or deceit upon any person, in connection with the purchase or sale of any security"

33 148 > FEITHF L A KU EE - ®E VS, AR FE_\L AL % HOT # -
2008 # 9% >6-35F -
¥ FINRA Rule 2020(Use of Manipulative, Deceptive or Other Fraudulent Devices) :
No member shall effect any transaction in, or induce the purchase or sale of, any security by
means of any manipulative, deceptive or other fraudulent device or contrivance.
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% % ehi 4§ 2 K p(just and equitable principles of trade) % %% » i & g
BT L R

Ak A EIFY > mahA_E M SEC p R R mFINI?AH"“;%J{FP_,v
iAo H ¢ FINRAP B cndif 7 % - RenE IR pl > At L AR
# ®(Boston consulting group, BCG) % SEC#74% #eecd 3 22 ¢ ¥, e 1

2010& chfe & =x #ic & BB 74 47 - RIFBCGeHE L 4 - FINRA:2010# i

7139987k s > M AP NSEC T &7 7 490=x 5 11 A B S &
FINRAT 843+ iz te 4 ¢h1 v > @ 4p4+enSECH 5 380 4 -
#3-1SECHum i Bk ™
2006 2007 2008 2009 2010
a4 405 392 365 376 380
CRTE A ] 6037 5095 5748 5559 5357
XL EPFHE | 764 675 772 662 490
& & X | 13% 13% 13% 12% 9%
X F(EH|T9 7.5 7.4 8.4 10.9
EFX - X)
* &k : BCG, U.S SEC Organizational Study and Reform, 2011
£3-2FINRA{ LT H 2
2006 2007 2008 2009 2010
- RS 634 837 829 803 843
FRESF 5029 5005 4895 4720 4758

¥ FINRA Rule 2010(Standards of Commercial Honor and Principles of Trade)
A member, in the conduct of its business, shall observe high standards of commercial honor and
just and equitable principles of trade.
% The Boston Consulting Group, U.S SEC Organizational Study and Reform, 2011. Available at
http://www.sec.gov/news/studies/2011/967study.pdf
¥ 1d at p.251
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b 7H# A #ic | 2310 2653 2459 2483 2666

Fulte =t #ic | 6527 7148 7039 7758 7321

® A E(6 8837 9801 9498 10241 9987

& & X | 46% 53% 50% 53% 58%

HFE(ES 22 (19 |20 |19 |17
2 - )

* &k : BCG, U.S SEC Organizational Study and Reform, 2011

AFINRA“TH Fenie Y » ¢ 33 PHFERRR AT 4ot 714
# 4 (Cycle Exams) » 7 o Al A F F SR 52 ~ P E Rz 1%
ik & (Cause Exams)R] 7 3 B E » i m s 2R B H 8 £ 2 o 4p¥t
1 IR e A (Branch Exams) o 2 & B3 b " it £ 2 2 A B 2RE X
S HLPI B R w5 B B3R 746 & (Market Regulation Exam) R 5 Afrix2 5 -
BHREBDT LT FEE P AR 2R e 4 (Sweeps)RIEE £ T &
BAEMH S NERER SR A ER o - a3 o FINRAG & & R %
PR R 2 & 4R (risk-based) 0 Ffd FEMFEEF SR G A B HA L -

E B EHT EAREY AR LFELIFTEFEDRE -
Bovh s FINRAS & 38 ¢ 5 # # & end B4l 246 4 B4 £ 58 (Annual
Regulatory and Examination Priorities Letter)*® » & tetg &% = + p § il 4r3%
PR ROPHE DM P2 E 5 = A 4 E F (Exam preparation)ts o i
Bt 7 F 3tk A (Onsite Exam) ¥ » FINRA ¢ £ 4247 % enig & 2,4 W i
% No further action(& i& 5 ) ~ Cautionary action(# 2 i % x K 7 &f i /5 &
#-¢ 1 % 7] d)) ¥ Compliance conference(% & o FINRAZ & @ & L ig {7

%€ﬁﬁﬁ% §R) Bofl en® AL PIH-L J FINRAZ 322 Pie- H 1

% FINRA, Preparing for a FINRA Cycle Examination. Available at
https://www.finra.org/web/groups/industry/ @ip/ @edu/documents/education/p038336.pdf

¥ FINRA, Annual Regulatory and Examination Priorities Letter. Available at

http://www.finra.org/Industry/Regulation/Guidance/CommunicationstoFirms/P122861
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AT e

A% SECentg 4 4 & § d :ﬁu‘vﬁ’ # % (OCIE) B #7it 7 (The Office
of Compliance Inspections and Examinations) > 3% f 2 & & {7 55 d S| iR P el
# 21 75 i (tips and referrals) s34 %] & & (Cause Exam) >  FF3% kb~ 5 AT b
G RAITE T OE R D D RAREEORBR R B ERD S
FoUPNEFRIL G EFEPY

W R 7 endic® b0 SECIT = # ¥ 3% X 7 (Brokers-Dealers) s
A w) %2012 1341 ~ 20114 11312 #220104% 137124 o fa 44 > FINRA#Fi2
{7 e (New Disciplinary Actions Filed)#c& P|iE - + &2 > S SEC#7T 5 2.+
oo KAtk hE AL > SECEFINRA S &1 2 hR IR A
1> dFINRAG F % - Renb] (FH AL R T 4 ¢ 75> a SECRIF £
TRLIACMPBE RNE T > HRAREYR G B E L L T REA
R sk

4 3-3 FINRAS 7 ¥ #17% $ 513+ (2008-2012)

Regulatory Actions 2008 2009 2010 2011 2012

Investor Complaints Received (% 5,405 5,067 3,208 2,979 2,785
BRFARFES)

New Disciplinary Actions Filed 1,073 1,158 1,310 1,488 1,541
(HEgRfI DS EE)

Formal Actions Resolved 1,007 1,090 1,178 1,287 1,370
(e 1 34 3k)

Firms Expelled ( ¥ Kf € 45 ) 19 20 14 21 30

Firms Suspended ( & %) 0 1 1 0 0
Individuals Barred (/i & ) 363 383 288 329 294

Individuals Suspended ( # i% * 5% ) 321 363 428 475 549

“0 The Boston Consulting Group, U.S SEC Organizational Study and Reform, p-246, 2011
*1 Morgan, Lewis & Bockius LLP, Select Broker-Dealer, Investment Adviser, and Investment Company
Enforcement Cases and Developments: 2012 Year in Review; Select Broker-Dealer, Investment Adviser,
and Investment Company Enforcement Cases and Developments: 2011 Year in Review; Select
Broker-Dealer, Investment Adviser, and Investment Company Enforcement Cases and Developments:
2010 Year in Review
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Advertisements and Sales 99,295 | 96,700 | 97,378 | 105,32 | 101,18
Communications Reviewed 9 1
(HR 288 eFndmg h)

% & : FINRA Statistical Review 2008 — 2012 **
I ~pERUEBLIZELES
%% SEC#FINRA® g 5 chfl® f i HHralid & § $loned & 5
Bt o 2R LA @EHERy g HIBME- HEFE - e FEL o
¥R E Rl iy BF A Bicd LE £ (the Committee on capital
market regulation) i ¥ 3% 41 & 8 & FzE = USFSAH1E 32" » :2USFSA#-4 &
¢ 3% % & 12 % (Office of the Comptroller of the Currency, OOC) ~ &5 % # #
12 £ (the Office of Thrift Supervision, OTS) ~ &% < % £ f ¢ (SEC)~ &
R AL ECFTO) MmN es o FinE2-Be 3 LA S
S b N R IS
Mo E R e TR £ g E 1 E B (Blueprint For A
Modernized Financial Regulatory Structure)*4g 2 @ » 73 &1 5 7 4e3a 3 F A
FHEFTNE AN > PR E P L RBBRE ST E LR

LRI s W LR E R AT e B RS Rahp Rlesaie

i

LR BE - BHAFEGLMARENERE R LS L8 4
A5 -
$I 8 FRERHEHRES § EEH(SROs)ES thil 2

AR SR N LR RERS S AR LY R R

R LR A B R BN FLRY S fRA Bk

%2 Available at http://www.finra.org/Newsroom/Statistics/index.htm (last visited March 24, 2013).
** The Committee on Capital Markets Regulation, Recommendations For Reorganizing U.S.
Regulatory Structure, 2008. Available at
http://capmktsreg.org/2008/01/recommendations-for-reorganizing-the-u-s-financial-regulatory-structur
e/ (last visited March 20, 2013)
# US Department Of The Treasury, Blueprint For A Modernized Financial Regulatory Structure, 2008.
Available at http://www.treasury.gov/press-center/press-releases/Documents/Blueprint.pdf  (last
visited March 24, 2013)
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*" Harwell v. Growth Programs, Inc., 315 F.Supp. 1184, (W.D. Tex 1970).
“® Id at 1188
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Fonzk? oL A ERBEEEFINRAAR 5 - B 347 5 % (state actor) > =%

“® Intercontinental Industries v. Ameican Stock Exchange, 452 F.2d 935 (4™ Cir. 1971)
50
id at 941
* United States v. Solomon, 509 F.2d 863 (2rd Cir. 1975).
> 1d at 869.
%% See Steven J. Cleveland, The NYSE As State Actor?: Rational Actors, Behavioral Insights & Joint
Investigation, 55 AMULR 1,2005.
> Cody v. SEC, 693 F.3d 251 (1st Cir. 2012).
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% |d at 257-258.
% Desiderio v. Nat'l Ass'n of Sec. Dealers, Inc., 191 F.3d 198, 206 (2d Cir.1999), cert. denied 531 U.S.
1069, 121 S.Ct. 756, 148 L.Ed.2d 659 (2001).
%" Jones v. SEC, 115 F.3d 1173, 1183 (4th Cir.1997), cert. denied 523 U.S. 1072, 118 S.Ct. 1512, 140
L.Ed.2d 666 (1998).
% Gold v. SEC, 48 F.3d 987, 991 (7th Cir.1995).
* Rooms v. SEC, 444 F.3d 1208, 1214 (10th Cir.2006).
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SO ITHREZESAT ST EEF A AZKY S BRI IFERUAL T A
Be- v adfigA 0 L E 0 RO EEEEd > T AE R
¥ NASD o2 2 2 2§ i D) %1 > @ X7 fry Pomde 1)

NASD - i# p g¢ f£ % % (voluntary association) @ # & [ 74 kf (state
agency) °
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g 2 First Jersey Securities =2 3% > » DAt H

a4 L R B 2R S 2 pa(Eastern District of Michigan) #7 % 12 ¢h
First Heritage % ¢ ®» R £ & @ 0% # i 3 2300 { ALK E A

i o gt & R4 NASD #13E% » & F15 R4 X AHMA B4 % * > NASD 2

BB AR 2 (T B4 Fla 1k d 4 NASD Bt 3 * e 8d SEC

ETI
EN
W

% PR g 0 Flt NASD § % R 2 RAR & B RIS
FE g ARA AU S NASD RIA %k p & T 2hpufiple s o a2 X &2 %
Eig Rz U S FILES 02 ek & NASD gk + T NASD & 2bre iy
Eh AR FE e BE R ARS R U

F G I3 R B =R 2 E f(District Court, District Court of Colombia)
BEART AR M2 EREEFIRNFE L i HERI P mAEH

TR REHRE G RRS R T S pl4eh Graman %9 > B 2 2

% First Jersey Securities, Inc. v. Bergen, 605 F.2d 690 (3" Cir. 1979).
81 First Heritage Corporation v. Nat’l Ass’n. of Sec. Dealers, Inc., 785 F.Supp. 1250 (E.D.Mich 1992).
Ak &G B NASD ® AR T hE 3R o
82 Graman v. National Ass'n of Securities Dealers, Inc., 1998 WL 294022(D.D.C. 1998)( ...Every
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BN Y - xeiw b oYRE Fa h 1976 &3 Solomon %% h g 2 % ¢

court that has considered the question has concluded that NASD is not a governmental actor. See First
Jersey Secs., Inc. v. Bergen, 605 F.2d 690, 698, 699 n. 5 (3d Cir.1979); Shrader v. NASD, Inc., 855
F.Supp. 122, 124 (E.D.N.C.1994), aff'd, 54 F.3d 774 (4th Cir.1995); Cremin v. Merrill Lynch Pierce
Fenner & Smith, Inc., 957 F.Supp. 1460, 1468 (N.D.I11.1997); Datek Secs. Corp. v. NASD, Inc., 875
F.Supp. 230, 234 (S.D.N.Y.1995); First Heritage Corp. v. NASD, Inc., 795 F.Supp. 1250, 1251
(E.D.Mich.1992); Bahr v. NASD, Inc., 763 F.Supp. 584, 589 (S.D.Fla.1991); United States v. Bloom,
450 F.Supp. 323, 330 (E.D.Pa.1978)).
® Marchiano v. National Ass'n of Securities Dealers, Inc., 134 F.Supp.2d 90 (D.D.C. 2001).
% United States v. Shvarts, 90 F.Supp.2d 219 (E.D.N.Y.2000).
% United States v. Solomon, 509 F.2d 863 (2rd Cir. 1975).
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% Burton v. Wilmington Parking Authority, 365 U.S. 715, 81 S.Ct. 856, 6 L.Ed.2d 45 (1961).
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% Desiderio v. Nat'l Ass'n of Sec. Dealers, Inc., 191 F.3d 198, 206 (2d Cir.1999).
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% United States v. Shvarts, 90 F. Supp. 2d 219 (E.D.N.Y. 2000).
% D.L. Cromwell Investments, Inc. v. NASD Regulation, Inc., 279 F.3d 155, (2rd 2002).
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™ Gold v. SEC, 48 F.3d 987 (7" Cir. 1995).
"2 United States v. Solomon, 509 F.2d 863, 869 (2d Cir.1975)(...the agency analogy is upside down.
The exchange is the principal rather than the agent; the purpose of the federal law is to strengthen the
power and responsibility of the exchange in performing a policing function that preexisted federal
regulation).
™ Otto v. SEC, 253 F.3d 960 (7" Cir. 2001).
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(traditionally the exclusive prerogative of the State) -

™ Duffield v. Robertson Stephens & Company, 144 F.3d 1182 (9" Cir. 1998).
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Article 283 of the financial investment services and capital markers act : (1) The Korea Financial
Investment Association shall be incorporated for the purposes of maintaining business practice between
members, assuring fair trade, protecting investors, and promoting the sound development of financial
investment services.(2) The Association shall be incorporated as a membership organization.(3) The
Association shall complete its establishment by the registration of incorporation at the location of the
head office in accordance with Presidential Decree. (4) The provisions of the Civil Act related to an

incorporated association shall apply mutatis mutandis to the Association except as otherwise provided
for in this Act. |

Article 285 of the financial investment services and capital markers act : "(1) Any person prescribed
by Presidential Decree as qualified to be a financial investment firm or to conduct any other business
related to financial investment services shall be eligible to join the membership of the Association.(2)
The Association may collect membership dues from members under the conditions prescribed by the

articles of association. 4
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Article 286 of the financial investment services and capital markers act : " (1) The Association shall
perform the business falling under each of the following subparagraphs as prescribed by the articles of
incorporation: 1. Self-regulation to maintain sound trade practice among the members and to protect
the interest of investors;2. Self-resolution of disputes arising from the conduct of business of its
members (limited to cases where any related party applies for mediation);3. Registration and
management of experts falling under each of the following items:(a) Investment advisors (referring to
persons who solicit investment or provide investment advisory services);(b) Analysts (referring to
persons who conduct research and analysis, or conduct the review and approval thereof);(c) Fund
managers (referring to persons who manage collective investment property, trust property or
discretionary investment property);(d) Others prescribed by Presidential Decree for the protection of
investors or sound trade practice;4. Prior deliberation in cases where a financial investment business
entity newly deals with an over-the-counter derivative falling under any of the following items: (a) An
over-the-counter derivative, the underling assets of which fall under Article 4 (10) 4 or 5; (b) An
over-the-counter derivative for ordinary investors; 5. Over-the-counter transactions of stock certificates
that are not listed on the securities market;6. Research and study of related regulations for financial
investment services;7. Investor education and the establishment and operation of the foundation
therefor;8. Training business with respect to financial investment services; 9. Business delegated by
this Act, or other Acts and subordinate statutes;10. Business prescribed by Presidential Decree, other
than subparagraphs 1 through 9;11. Business incidental to subparagraphs 1 through 10.(2) The
Association shall, when it performs the business falling under each of the subparagraphs of paragraph
(1), operate the business under subparagraphs 1, 2, and 4 of the same paragraph independently from

other business, and establish separate organizations for such purpose. J

Article 287 of the financial investment services and capital markers act : (1) The articles of
incorporation of the Association shall include the following matters:1. Objectives;2. Name;3.Matters
regarding the organization. In such cases, the organization shall be separately managed in accordance
with Presidential Decree based on the types of financial investment services and the scope of financial
investment products;4.Matters regarding its offices;5.Matters regarding its business;6.Matters
regarding the qualification, rights, and obligations of its members; 7.Matters regarding admission,
expulsion, and other restrictive measures (including recommendation of restrictive measures against
executives or employees by the members); 8.Matters regarding membership dues; 9.Methods of
publication; 10. Other matters prescribed by Presidential Decree as relevant to the management of the
Association. (2) The Association shall, when it intends to change the matters prescribed by Presidential

Decree in the articles of incorporation, obtain approval from the Financial Services Commission. J

Article 288 of the financial investment services and capital markers act : (1) The Association shall
prescribe rules on dispute resolution necessary for conducting the self-resolution of disputes under

Article 286 (1) 2. (2) The Association may, if necessary for dispute resolution, request that related
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parties confirm the fact or submit relevant documents. (3) The Association may, if necessary to hear
the opinions of related parties or other interested persons, request that they attend a meeting and state

their opinions. 4

Article 290 of the financial investment services and capital markers act : " The Association shall, when

it establishes, amends, or repeals rules with respect to its business, report thereon to the Financial

Services Commission without delay. 1

Article 292 (Inspection on Association) of the financial investment services and capital markers act :
TArticle 419 (excluding paragraphs (2) through (4) and (8)) shall apply to the inspection on the

Association. 4

Article 293 of the financial investment services and capital markers act : (1) The Financial Services
Commission may take measures falling under any of the following subparagraphs where the
Association falls under any of subparagraphs of attached Table 7: 1. To suspend all or part of its
business for up to six months;2. To order transfer of contract;3. To order correction or suspension of
violation;4. To order the Association to publicize or disclose measures taken due to violation;5.
Institutional warning;6. Institutional caution; or7. Other measures prescribed by Presidential Decree as
necessary to correct or prevent violation.(2) The Financial Services Commission may take measures
falling under any of the following subparagraphs where any executive of the Association falls under
any of the subparagraphs of attached Table 7: Request for dismissal;2. Suspension from office for up to
six months;3. Disciplinary warning;4. Cautionary warning;5. Caution; or6. Other measures prescribed
by Presidential Decree as necessary to correct or prevent violation.(3) The Financial Services
Commission may request that the Association take measures falling under any of the following
subparagraphs where any employee of the Association falls under any of the subparagraphs of attached
Table 7: 1. Dismissal;2. Suspension from office for up to six months;3. Salary reduction;4.
Reprimand;5.Warning;6. Caution; or7. Other measures prescribed by Presidential Decree as necessary
to correct or prevent violation.(4) Article 422 (3), 423 (excluding subparagraph 1), 424 (excluding
paragraph (2)) and 425 shall apply mutatis mutandis to the measures, etc. against the Association and

its executives or employees. |

Article 373 of the financial investment services and capital markers act : " There shall be established a
Korea Exchange to fix and stabilize fair prices in transactions of securities and exchange-traded

derivatives as well as to facilitate the stability and efficiency of other transactions. |

Article 376 of the financial investment services and capital markers act : " 12.Matters regarding the

market supervision committee; and

Article 377 of the financial investment services and capital markers act : " 10.Self-resolution of disputes
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(limited to cases where any related party applies for resolution) arising from transactions in the

securities market, the KOSDAQ and the derivatives market; ,

Article 387 of the financial investment services and capital markers act : (1) The Exchange shall
establish the Membership Regulations in order to manage its members (hereinafter referred to as
“Membership Regulations”). (2) Members shall be classified under the following subparagraphs:1.
Clearing member of the Exchange;2. Non-clearing member; and 3. Other members prescribed by
Presidential Decree. (3) Membership Regulations should include the matters falling under each of the
following subparagraphs:1.Matters regarding the qualifications of members;2.Matters regarding the
admission and expulsion of members;3.Matters regarding the rights and obligations of members; and 4.

Others necessary for managing members. J

Article 402 of the financial investment services and capital markers act : "1.Market surveillance,
investigation of abnormal trading and supervision of members; 2. Cross-market surveillance among the
securities market, the KOSDAQ, and the derivatives market; 3.Discipline of members or decision on
the requests for disciplinary measures against executives or employees concerned as a result of the
investigation of abnormal trading, supervision of members, cross-market surveillance among the
securities market, the KOSDAQ, and the derivatives market; .

Article 403 of the financial investment services and capital markers act : " The market supervision
committee shall establish Market Surveillance Regulations including the following matters and perform
its duties in accordance with those Regulations: 1.Matters regarding the market surveillance,
investigation of abnormal trading, and supervision of members; 2.Matters regarding cross-market
surveillance among the securities market, the KOSDAQ, and the derivatives market; 3.Matters
regarding the discipline of members or decision on the requests for disciplinary measures against

executives or employees concerned as a result of the investigation of abnormal trading, supervision of |

Article 404 of the financial investment services and capital markers act : " (1)1. In order to identify
trading circumstances of securities or trading items of exchange-traded derivatives in cases where
abnormal trading on the securities market (including cases where transaction of listed stock certificates
in accordance with Article 78 are arranged) or the derivatives market is suspected; or 2. In order to
ensure that members comply with Business Regulations of the Exchange.(2) The Exchange may, if
necessary for an investigation or supervision under paragraph (1), request that a member submit reports,
materials related to abnormal trading or violations in Business Regulation, or that related persons
attend an make a statement. (3) Where a member rejects a request for submission of materials or for
attendance and statement, or the member does not cooperate with the supervision pursuant to paragraph
(1), the Exchange may suspend membership or restrict transactions of securities and exchange-traded

derivatives under the conditions prescribed by Market Surveillance Regulations. |
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Article 405 of the financial investment services and capital markers act : (1) The market surveillance
committee shall establish Dispute Resolution Regulations necessary for the self-resolution of disputes
under subparagraphs 10 of Article 377. (2) The market surveillance committee may, if necessary for
dispute resolution, request that the parties concerned validate the facts or submit relevant materials. (3)
The market surveillance committee may, if deemed necessary to hear the opinions of the parties and

other interested persons, request that they appear and make statements. 4

Article 419 (Inspection on Financial Investment Business Entity) of the financial investment services
and capital markers act : (1) Each financial investment business entity shall receive inspections
conducted by the Governor of the Financial Supervisory Service on the status of its business and
property. (2) If the Monetary Policy Committee concludes it necessary in connection with the business
of a financial investment business entity under subparagraph 3 or 4 of Article 40 for implementation of
the monetary and credit policy and management of the payment settlement system, the Bank of Korea
may demand the financial investment business entity that engages in the business under subparagraph 3
or 4 of Article 40 to submit relevant materials. In this case, the scope of the materials so demanded
shall be limited to the minimum as may be necessary, considering the work load of the financial
investment business entity. (3) If the Monetary Policy Committee concludes it necessary in connection
with the business of a financial investment business entity under subparagraph 3 or 4 of Article 40 for
implementation of the monetary and credit policy, the Bank of Korea may demand the Governor of the
Financial Supervisory Service to conduct an inspection or a joint inspection together with the Bank of
Korea on the business of a financial investment business entity that engages in the business under
subparagraph 3 or 4 of Article 40. (4) The Articles 87 and 88 of the Bank of Korea Act and Article 62
of the Act on the Establishment, etc. of Financial Services Commission shall apply mutatis mutandis to
the method and procedure for the demands under paragraphs (2) and (3). (5) The Governor of the
Financial Supervisory Service may, if deemed necessary for conducting an inspection pursuant to
paragraph (1), demand the financial investment business entity to submit a report on its business or
property, submit relevant materials, bring witnesses for testimony, and give testimony or state an
opinion. (6) Each person who conducts an inspection pursuant to paragraph (1) shall carry an
identification showing his/her authority, and shall present it to the people concerned. (7) The Governor
of the Financial Supervisory Service shall, upon completion of an inspection pursuant to paragraph (1),
submit a report thereon to the Financial Services Commission. In this case, if there is any violation of
this Act or an order or disposition issued or made pursuant to this Act, his/her written opinion on the
countermeasures against such as violation shall be attached thereto. (8) The Governor of the Financial
Supervisory Service may, in accordance with Presidential Decree, entrust part of inspection works
under paragraph (1) to the Exchange or Association. (9) The Financial Services Commission may
determine, and give notification of, the methods and procedures for inspection, the standards for

measures for the results of inspection, and other matters relating to inspection works. J
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Article 21 of the market oversight regulation : " In case where the outcomes of the investigation or
inspection reveal that a member or its officers or employees come under any of the following cases, the
Commission may take a disciplinary action against such member. 1. Cases of having violated [83, §4
and §7];2. Cases of having violated the provisions concerning the unfair trading practices stipulated in
[8147, 8172 through 8174, §176, 8178 and §180] of the Act; 2-2. Cases of having violated the
regulations concerning the business of the Exchange; 3. Cases of having failed to comply with the
actions taken by the Commission pursuant to the Act and this Regulation;4. Cases of having stated false
information or omitted to record information in the reports or documents submitted to the Commission
pursuant to the Act and this Regulation, or having neglected to submit such reports or documents; and 5.
Cases of obstruction in or noncompliance with the investigation or inspection and non-cooperation in

investigation or inspection such as refusal to provide the information requested by the Commission. |

Article 22 of the market oversight regulation : " (1) In cases where a member corresponds to any Items
of [§21], the Commission may take the disciplinary measures corresponding to any of the following
items:1. To expel from the membership;1-2. To suspend the whole or part of membership privileges for
up to six (6) months; 1-3. To suspend the whole or part of trading privilege for up to six (6) months. 2.
To impose the member fine amounting a minimum of KRX 10 million and maximum of KRX 1
billion;3. To send a notice of warning; and4. To send a notice of attention. (2) [Deleted on October 12,
2007] (3) In case where a member to whom a member fine was imposed pursuant to Para.(1)2 has
failed to pay the fine before the payment due date, the Commission shall impose an additional fine
calculated by multiplying 1/1,000 and the number of days overdue to the amount of member fine, over
and above the member fine. (4) In cases where it is deemed that the violation of the laws and
regulations or improper activities of members was resulted from the internal regulations or application
of such internal regulations, or there is a need to revert them to its original state, the Commission may
request the concerned member to taken such corrective actions as the improvement or rectification, and
may demand the concerned member to pay attention or may request to submit a written guarantee for
implementation of the Commission’s requests. (5) The necessary matters, other than the disciplinary
actions and request for corrective action pursuant to Paras.(1) through (4), shall be stipulated in the

Enforcement Rules.

Article 23 of the market oversight regulation : © (1) In case where the conducts of officers and
employees of a member correspond to any items of [§21], the Commission may request the member to
take the disciplinary action corresponding to any of following items (hereinafter referred to as the
“request for disciplinary action”): 1. Officer: Dismissal, suspension of duties, warning or attention; and
2. Employee: Discharge, suspension from office, salary reduction, reprimand, warning or attention. (2)
The matters necessary for the request for disciplinary action pursuant to Para.(1) shall be stipulated in

the Enforcement Rules. |
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Article 27 of the market oversight regulation : " (1) The party, etc., who has been informed of the
imposition of disciplinary measures pursuant to [822(1)] and the request for disciplinary actions
pursuant to [§23], may file an objection with the Commission within thirty (30) days from the date of
receiving the notification pursuant to [826-3]. (2) Upon receiving an objection pursuant to Para.(1), the
Commission shall resolve the objection within thirty (30) days from the receipt date, unless there are
unavoidable circumstances. However, in case where it is not possible to resolve the matter within the
concerned period due to the unavoidable reasons, the period may be extended, and in this case, the
reasons for extension and the expected resolution time, etc. shall be notified in writing.(3) No objection
shall be filed against the matter that has been dealt with according to the objection pursuant to Para.(1).
(4) The matters necessary for the filing an objection noted in Para.(1) shall be stipulated in the

Enforcement Rules.

Article 27-2 of the market oversight regulation : T When a case comes under any of the following items,
the Commission may review the case exercising its own authority and cancel or change the imposed
measures: 1.The case where the disciplinary measures, etc. are deemed illegitimate or unjust, when
reviewing the legal decisions and the relationships between the facts that were the basis of the
disciplinary measures, etc., while taking into the consideration the final decision of the court, the
dismissal of suspicion by the Financial Services Commission and the Securities and Futures
Commission or the objective of the result of re-deliberation exercising the Commission’s authority; and
2.The case where the disciplinary measures, etc. are deemed illegitimate or unjust as a result of
uncovering the mistake and omission in documentary evidences or new evidences that contradict the

facts used as the justification for disciplinary measures, etc. |

e  RRABEIRIIZ(FAFLMLEY)
Article 2 (Definitions) of the securities and exchange act :  [(9) The term “securities company” in this

Act means a company which conducts securities business in accordance with this Act. |

Article 53 (Inspections) of the securities and exchange act : (1) A securities company shall be subject
to inspection by the Governor of the Financial Supervisory Service (hereinafter referred to as the “FSS
Governor”) with respect to its business condition and assets. (2) If necessary for such inspection, the
FSS Governor may request any securities company to report on its business conditions or assets, to file
data, to make witnesses available, or to present any evidence or opinion thereon. (3) Any person who
conducts an inspection pursuant to the provisions of paragraph (1) shall show the persons concerned a
certificate which indicates his authority to inspect.(4) After the inspection referred to in paragraph (1),
the FSS Governor shall file a report on the results of the inspection with the Financial Services
Commission. In this case, if the FSS Governor finds that any securities company has violated the

provisions of this Act, other Acts and subordinate statutes relating to securities, any disposition taken
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under this Act, or the regulations of the Financial Services Commission, the Securities Futures
Commission under the Act on the Establishment, etc. of Financial Services Commission (hereinafter
referred to as the “Securities Futures Commission”), and the Exchange, the FSS Governor shall add a
written opinion as to how to take actions against such violations. (5) The Financial Services
Commission shall review the reports and the written opinion referred to in paragraph (4), and then take
such measures as are prescribed in the following subparagraphs: 1. Where any securities company falls
under any subparagraph of Article 55 (1), the cancellation of the securities business license of the
securities company concerned; and 2. Where any securities company has, in the course of its business,
committed unlawful or unfair acts other than those referred to in subparagraph 1, an order to suspend
the business in whole or in part, a request for dismissal of relevant executives, the request for
resignation of relevant employees and other measures prescribed by Presidential Decree. (6) The FSS
Governor may, if necessary, entrust part of the inspection authority as referred to in paragraph (1) to
the Korea Securities Dealers Association (hereinafter referred to as the “Association”) established in
accordance with Article 162 under the conditions prescribed by Presidential Decree. (7) The Financial
Services Commission may determine the method and procedure of inspection, the criteria for measures

against results of inspection, and other necessary matters relating to inspections. |

Article 54-5 (Appointment of Outside Directors) of the securities and exchange act: (1) Any securities
company (limited to securities companies specified by Presidential Decree in the light of the scale of its
assets, etc.) shall have three or more outside directors, and the number of its outside directors shall be
at least one half of the total number of its directors. (2) Any securities company under the provisions of
paragraph (1) shall establish a committee in accordance with the provisions of Article 393-2 of the
Commercial Act to recommend candidates as outside directors (hereafter referred to as an “outside
director candidate recommendation committee” in this Article). In this case, outside directors shall
comprise at least one half of the total members of the outside director candidate recommendation
committee. (3) In cases of any securities company under the provisions of paragraph (1), a general
meeting of shareholders of the securities company shall, when it intends to appoint outside directors,
appoint them from among candidates recommended by the outside director candidate recommendation
committee. In this case, when the outside director candidate recommendation committee of a securities
company, which is a stock-listed corporation or a KOSDAQ-listed corporation, recommends
candidates as outside directors, it shall include therein candidates as outside directors recommended by
the shareholders who satisfy the requirements for exercising rights under Article 191-14. (4) Any
person falling under any of the following subparagraphs shall be prohibited from becoming an outside
director of a securities company under the provisions of paragraph (1) and shall be dismissed from the
office of outside director when he is found to fall under any of the following subparagraphs after being
appointed as an outside director: 1. A person who falls under Article 191-12 (3) 1 through 4; 2. The
largest shareholder;3. A person in a special relationship with the largest shareholder;4. A significant

shareholder and his/her spouse and lineal ascendants and descendants;5. A person who is an officer or
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employee (referring to a person who is engaged in a regular business; hereafter the same in this
paragraph shall apply) of the relevant securities company or its affiliate (referring to the affiliate under
the Monopoly Regulation and Fair Trade Act) or worked as an officer or employee for such securities
company or its affiliate within the preceding two years; 6. The spouse or lineal ascendants or
descendants of an officer of the relevant securities company;7. The officer or employee of a
corporation that is in an important business relationship prescribed by the Presidential Decree with the
relevant securities company, a competitive relationship or a cooperative relationship with such
securities company or the person who worked as the officer or employee for such corporation within
the preceding two years; 8. The officer or employee of a company in which the officer or employee of
the relevant securities company works as a non-standing director; and 9. A person who has difficulty in
faithfully performing his/her duties as an outside director or may affect adversely the management of
the relevant securities company and is prescribed by the Presidential Decree. (5) The securities
company under the provisions of paragraph (1) shall, when the number of its outside directors does not
meet the requirements for the composition of the board of directors under paragraph (1) owing to any
resignation or death, etc. of the outside directors, ensure that it satisfies the requirements of paragraph
(1) at a general meeting of shareholders called for the first time after the occurrence of such cause. (6)
The latter sentence of paragraph (2) shall not apply to a case where a securities company, that is
obligated to have outside directors because it becomes subject to the requirement under paragraph (1)

for the first time, appoints its outside directors. |

Article 54-6 (Audit Committee) of the securities and exchange act : (1) Any securities company
(limited to the securities company prescribed by the Presidential Decree taking into account the size of
its asset) shall establish an audit committee (hereinafter referred to the “audit committee™) pursuant to
the provisions of Article 415-2 of the Commercial Act. (2) The audit committee shall meet the
requirements falling under each of the following subparagraphs: 1. Not less than 2/3 of its members are
required to be outside directors;2. Not less than one of its members is required to be accounting or
financial specialists prescribed by the Presidential Decree; or 3. The representative of the audit
committee of any securities company that is either a stock-listed corporation or a KOSDAQ-listed
corporation is required to be an outside director. (3) Any members of the audit committee who are not
outside directors shall not fall under any subparagraph of Article 191-12 (3): Provided, That any person
who holds office not as a full-time auditor or an outside director of the audit committee under the
provisions of Article 191-12 (3) but as a member of the audit committee may become a
non-outside-director member of the audit committee notwithstanding the provisions of Article 191-12
(3) 6. (4) Where the securities company referred to in paragraph (1) is unable to fill the fixed number of
outside directors of the audit committee under paragraph (2) due to such causes as the resignation and
death, etc. of outside directors, a general meeting of shareholders called for the first time after the
occurrence of such causes shall have the requirement of paragraph (2) satisfied. (5) The proviso of

Article 415-2 (2) of the Commercial Act shall not apply to the composition of the audit committee
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under the provisions of paragraph (1). (6) The provisions of Article 409 (2) and (3) of the Commercial
Act shall apply mutatis mutandis to the selection and appointment of any outside director who becomes

a member of the audit committee. |

Article 55 (Cancellation of License) of the securities and exchange act

(1) In cases where any securities company falls under any of the following subparagraphs, the
Financial Services Commission may indicate the reason therefor and cancel the license of such
securities company: 1. Where a securities company obtains a license of securities business by
fraudulent or unjust means; 2. Where a securities company commits a violation of the details or terms
of license or fails to commence the business within 6 months from the date on which a license was
granted; 3. Where a securities company has received money or securities from other persons in
connection with its business by unfair means, or when it has acquired money or securities which shall
be delivered to another person; 4. Where a securities company subject to an order to suspend its
business pursuant to the provisions of Article 57 fails to correct the reason therefor within one month
(where a period to correct exceeding one month is determined in ordering to suspend its business,
within such period) from the date on which such securities company has received such order; 5. Where
a securities company violates any contract in connection with purchase and sale or other transactions
effected on the securities market or the KOSDAQ market, or when it fails to perform delivery with
respect to such purchase and sale or other transactions; 6. Where a securities company violates the
provisions of Article 35 (1), 54-2 (1), 54-3, 54-5, 54-6 or 63; 7. Where a securities company violates an
order issued pursuant to the provisions of Article 54; and 8. Where a securities company, other than in
subparagraphs 1 through 7, violates this Act, order or disposition given under this Act and therefore is
deemed difficult to perform business as a securities company. (2) Each securities company whose
securities business license has been canceled under paragraph (1), shall dissolve itself. (3) The
provisions of Article 32-2 shall apply mutatis mutandis to the cancellation of license under the

provisions of paragraph (1). |

article 57 (Suspension of Business) of the securities and exchange act

(1) In cases where any securities company falls under any of the following subparagraphs, the
Financial Services Commission may order such company to suspend the whole or part of its business: 1.
Where it violates the provisions of Article 42, 44, 44-3, 44-4, 47,49 through 52, 52-2, or 54-4;2. Where
it violates an order under Article 54;3. Where it is involved in any unfair trade in violation of the
provisions of Article 188 (1), 188-2 (1) or 188-4;4. Where it fails to comply with a request to discharge
an executive referred to in paragraph (3) of this Article or Article 53 (5) 2 without justifiable cause; and
5. Where it resolves to discontinue its business or dissolve itself in order to protect public interests and
investors. (2) The provisions of Article 56 shall apply mutatis mutandis to the suspension of business
referred to in paragraph (1). (3) Where any securities company violates the provisions of Article 36, 43,

44, 46 or 48, or any of its executives violates the provisions of Article 52, the Financial Services
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Commission may request such securities company to discharge the executive concerned after

indicating the grounds therefor to such executive. |

Article 58 (Liabilities of Executives) of the securities and exchange act : (1) Where any director or
auditor (referring to the members of the audit committee, if such committee is established; hereafter the
same shall apply in this Article) of a securities company deliberately or negligently neglects to perform
his/her duties, or causes any damage to any third person in the course of performing his/her duties for
such a securities company, such a director, a auditor, and the largest shareholder shall be jointly and
severally liable to compensate for relevant damage: Provided, That the same shall not apply to the
largest shareholder who proves that the act causing such damage to a third person was not committed
upon his/her request or with his/her consent. (2) The provisions of paragraph (1) shall not affect the
liabilities of the securities company concerned. (3) In cases of paragraph (1), the provisions of Articles

399 (2) and (3) and 414 (3) of the Commercial Act shall apply mutatis mutandis. |

Article 162 of the securities and exchange act : " (1) A Korea Securities Dealers Association shall be
established for the purpose of maintaining business orders between securities companies, assuring fair
trading of securities, and protecting investors. (2) The Association shall be a juristic person as the
organ consisting of members. (3) The Association shall place its principal office in the Seoul Special
Metropolitan City, and may establish its branch offices in necessary places. (4) The Association shall
come into existence by the registration of incorporation at the location of the principal office under the

conditions as prescribed by Presidential Decree. |
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Article 9 of the Regulations on management and sanctions of self-regulation committee : T In the case
where a member or the executive or employee of a member engages in practices that fall under any of
the following Items (hereinafter referred to as the “illegal and unfair practices”), the Committee shall
impose sanctions or recommend sanctions in accordance with [§10]:1. Cases where the relevant
statutes of finance in accordance with the Act or [8§24] of the Act (in the case of local branch offices
and other offices of a foreign financial investment company, the relevant statutes of finance for the
country concerned are included) has been violated or neglected; 2. Cases where the regulations, orders
or punishments of the supervisory authorities, including the Ministry of Strategy and Finance, the
Finance Services Commission, the Financial Supervisory Service, etc. has been violated, or cases
where the supervisory authorities impose measures, including the cancellation of approval/registration
and the suspension of business for financial service business and the request for the dismissal of an
executive or employee, etc. 3. Cases where the relevant regulations of the Association, including the
Articles or duties, etc. have been violated or neglected; 4. Cases where matters of resolution for the

general meeting, the Board or the Committee have not been abided; and 5. Other cases that fall under
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any of Item 1 through 4 where the unfair or unsound business practices has disturbed the fair trading

order of the securities markets, or go against the interests of the investors. |

Article 10 of the Regulations on management and sanctions of self-regulation committee : " (1) The
types of sanctions that can be imposed on the members by the Committee are any of the following
Items, and the sanction of Item 4 may be imposed with other sanctions when deemed necessary:1.
Request for the member to be barred from the general meeting; 2. Suspension of the qualification of the
member; 3. Suspension of the whole or part of the duties provided to the member by the Committee ; 4.
Imposing sanctions; 5. Warning; or 6. Caution.(2) The types of sanctions that can be recommended on
the executives of the member by the Committee are any of the following Items: 1. Dismissal (including
the recommendation for suspension of business practice until the decision of whether or not to dismiss
the executive concerned at the shareholder’s meeting); 2. Suspension of business practices for less than
6 months; 3. Warning; or 4. Caution. (3) The types of sanctions that can be recommended on the
employees of the member by the Committee are any of the following Items:1. Disciplinary dismissal;2.
Suspension;3. Salary reduction;4. Reprimand; or 5. Caution. (4) The criteria for sanctions on members
and executives or employees of members in accordance with Paragraph 1 through Paragraph 3 are as
shown in the Annexed Table 1.(5) The effect of the sanctions on employees in accordance with

Paragraph 3 is as shown in the Annexed Table 2.

Article 22 of the Regulations on management and sanctions of self-regulation committee : (1) In the
case where it is believed that a member or the executives or employees of a member who have received
a request for sanction from the Committee have been treated unfairly, it is possible to make an
objection at the Committee within 30 days from the day of receiving the request of sanctions from the
Committee.(2) The member and the executives or employees that applied for an objection in
accordance with Paragraph 1 shall submit an application of objection, with the application of objection
clearly stating the purpose and reasons, and with documents of evidence attached.(3) In the case of an
application of objection, the content of the sanction is not finalized from the day of receiving the
submission until a decision on the application of objection has been made.(4) In the case where the
Committee receives the application of objection in accordance with Paragraph 1, the Committee shall
go through deliberation and resolution, unless there is any special reason, in less than 30 days from the
day of receiving the application and notify the person who applied for the application of objection with
the outcome. However, in cases where it cannot be decided within the period due to the occurrence of
any event of force majeure, the period can be extended within the scope of 30 days, and in such cases,
the reason fore (5) The member or the executives or employees of the member cannot apply for an
objection again on the deliberation and resolution made on the application of objection by the

Committee. |

Article 23 of the Regulations on management and sanctions of self-regulation committee : T The
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Committee may cancel or change the sanction by reexamining with an authority in the case where it
falls under any of the following:1. Cases where it is acknowledged that the sanction was inappropriate
or it is necessary to change the type of sanction after reviewing the factual relation and the legal
judgment, which were the cause of the sanction, by considering the final ruling of the court; and 2.
Cases where it is acknowledged that the sanction was inappropriate or it is necessary to change the type
of sanction due to an error or omission of evidential documents, or new evidence has been found that

goes against the facts justified the sanction. |
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