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(a) Is the publisher of any bona fide
newspaper, news magazine or business
or financial publication of general and
regular circulation; and

(b) Is not registered or required to be
registered with the Commission as a
broker or dealer or investment adviser.

REGULATION NMS—REGULATION OF THE
NATIONAL MARKET SYSTEM

SOURCE: 70 FR 37620, June 29, 2005, unless
otherwise noted.

§242.600 NMS security designation
and definitions.

(a) The term national market system
security as used in section 11A(a)(2) of
the Act (15 U.S.C. 78k-1(a)(2)) shall
mean any NMS security as defined in
paragraph (b) of this section.

(b) For purposes of Regulation NMS
(§§242.600 through 242.612), the fol-
lowing definitions shall apply:

(1) Actionable indication of interest
means any indication of interest that
explicitly or implicitly conveys all of
the following information with respect
to any order available at the venue
sending the indication of interest:

(i) Symbol;

(ii) Side (buy or sell);

(iii) A price that is equal to or better
than the national best bid for buy or-
ders and the national best offer for sell
orders; and

(iv) A size that is at least equal to
one round lot.

(2) Administrative data means admin-
istrative, control, and other technical
messages made available by national
securities exchanges and national secu-
rities associations pursuant to the ef-
fective national market system plan or
plans required under §242.603(b) or the
technical specifications thereto as of
April 9, 2021.

(3) Aggregate quotation size means the
sum of the quotation sizes of all re-
sponsible brokers or dealers who have
communicated on any national securi-
ties exchange bids or offers for an NMS
security at the same price.

(4) Alternative trading system has the
meaning provided in §242.300(a).

(5) Auction information means all in-
formation specified by national securi-
ties exchange rules or effective na-
tional market system plans that is
generated by a national securities ex-
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change leading up to and during auc-
tions, including opening, reopening,
and closing auctions, and publicly dis-
seminated during the time periods and
at the time intervals provided in such
rules and plans.

(6) Automated quotation means a
quotation displayed by a trading center
that:

(i) Permits an incoming order to be
marked as immediate-or-cancel;

(ii) Immediately and automatically
executes an order marked as imme-
diate-or-cancel against the displayed
quotation up to its full size;

(iii) Immediately and automatically
cancels any unexecuted portion of an
order marked as immediate-or-cancel
without routing the order elsewhere;

(iv) Immediately and automatically
transmits a response to the sender of
an order marked as immediate-or-can-
cel indicating the action taken with re-
spect to such order; and

(v) Immediately and automatically
displays information that updates the
displayed quotation to reflect any
change to its material terms.

(7)) Automated trading center means a
trading center that:

(i) Has implemented such systems,
procedures, and rules as are necessary
to render it capable of displaying
quotations that meet the requirements
for an automated quotation set forth in
paragraph (b)(6) of this section;

(ii) Identifies all quotations other
than automated quotations as manual
quotations;

(iii) Immediately identifies its
quotations as manual quotations when-
ever it has reason to believe that it is
not capable of displaying automated
quotations; and

(iv) Has adopted reasonable standards
limiting when its quotations change
from automated quotations to manual
quotations, and vice versa, to specifi-
cally defined circumstances that pro-
mote fair and efficient access to its
automated quotations and are con-
sistent with the maintenance of fair
and orderly markets.

(8) Average effective spread means the
share-weighted average of effective
spreads for order executions cal-
culated, for buy orders, as double the
amount of difference between the exe-
cution price and the midpoint of the
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national best bid and national best
offer at the time of order receipt and,
for sell orders, as double the amount of
difference between the midpoint of the
national best bid and national best
offer at the time of order receipt and
the execution price.

(9) Average realized spread means the
share-weighted average of realized
spreads for order executions cal-
culated, for buy orders, as double the
amount of difference between the exe-
cution price and the midpoint of the
national best bid and national best
offer five minutes after the time of
order execution and, for sell orders, as
double the amount of difference be-
tween the midpoint of the national
best bid and national best offer five
minutes after the time of order execu-
tion and the execution price; provided,
however, that the midpoint of the final
national best bid and national best
offer disseminated for regular trading
hours shall be used to calculate a real-
ized spread if it is disseminated less
than five minutes after the time of
order execution.

(10) Best bid and best offer mean the
highest priced bid and the lowest
priced offer.

(11) Bid or offer means the bid price
or the offer price communicated by a
member of a national securities ex-
change or member of a national securi-
ties association to any broker or deal-
er, or to any customer, at which it is
willing to buy or sell one or more
round lots of an NMS security, as ei-
ther principal or agent, but shall not
include indications of interest.

(12) Block size with respect to an order
means it is:

(i) Of at least 10,000 shares; or

(ii) For a quantity of stock having a
market value of at least $200,000.

(13) Categorized by order sice means di-
viding orders into separate categories
for sizes from 100 to 499 shares, from 500
to 1999 shares, from 2000 to 4999 shares,
and 5000 or greater shares.

(14) Categoriced by order type means
dividing orders into separate cat-
egories for market orders, marketable
limit orders, inside-the-quote limit or-
ders, at-the-quote limit orders, and
near-the-quote limit orders.

(15) Categorized by security means di-
viding orders into separate categories
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for each NMS stock that is included in
a report.

(16) Competing consolidator means a
securities information processor re-
quired to be registered pursuant to
§242.614 (Rule 614) or a national securi-
ties exchange or national securities as-
sociation that receives information
with respect to quotations for and
transactions in NMS stocks and gen-
erates a consolidated market data
product for dissemination to any per-
son.

(A7) Consolidated display means:

(i) The prices, sizes, and market iden-
tifications of the national best bid and
national best offer for a security; and

(ii) Consolidated last sale informa-
tion for a security.

(18) Consolidated last sale information
means the price, volume, and market
identification of the most recent trans-
action report for a security that is dis-
seminated pursuant to an effective na-
tional market system plan.

(19) Consolidated market data means
the following data, consolidated across
all national securities exchanges and
national securities associations:

(i) Core data;

(ii) Regulatory data;

(iii) Administrative data;

(iv) Self-regulatory organization-spe-
cific program data; and

(v) Additional regulatory, adminis-
trative, or self-regulatory organiza-
tion-specific program data elements
defined as such pursuant to the effec-
tive national market system plan or
plans required under §242.603(b).

(20) Consolidated market data product
means any data product developed by a
competing consolidator that contains
consolidated market data or data com-
ponents of consolidated market data.
For purposes of this paragraph (b)(20),
data components of consolidated mar-
ket data include the enumerated ele-
ments, and any subcomponent of the
enumerated elements, of consolidated
market data in paragraph (b)(19) of this
section. All consolidated market data
products must reflect data consoli-
dated across all national securities ex-
changes and national securities asso-
ciations.

(21) Core data means:
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(i) The following information with
respect to quotations for, and trans-
actions in, NMS stocks:

(A) Quotation sizes;

(B) Aggregate quotation sizes;

(C) Best bid and best offer;

(D) National best bid and national
best offer;

(E) Protected bid and protected offer;

(F) Transaction reports;

(G) Last sale data;

(H) Odd-lot information;

(I) Depth of book data; and

(J) Auction information.

(ii) For purposes of the calculation
and dissemination of core data by com-
peting consolidators, as defined in
paragraph (b)(16) of this section, and
the calculation of core data by self-
aggregators, as defined in paragraph
(b)(84) of this section, the best bid and
best offer, national best bid and na-
tional best offer, protected bid and pro-
tected offer, and depth of book data
shall include odd-lots that when aggre-
gated are equal to or greater than a
round lot; such aggregation shall occur
across multiple prices and shall be dis-
seminated at the least aggressive price
of all such aggregated odd-lots.

(iii) Competing consolidators shall
represent the quotation sizes of the fol-
lowing data elements, if disseminated
in a consolidated market data product
as defined in paragraph (b)(20) of this
section, as the number of shares round-
ed down to the nearest multiple of a
round lot: The best bid and best offer,
national best bid and national best
offer, protected bid and protected offer,
depth of book data, and auction infor-
mation.

(iv) Competing consolidators shall
attribute the following data elements,
if disseminated in a consolidated mar-
ket data product as defined in para-
graph (b)(20) of this section, to the na-
tional securities exchange or national
securities association that is the
source of each such data element: Best
bid and best offer, national best bid and
national best offer, protected bid and
protected offer, transaction reports,
last sale data, odd-lot information,
depth of book data, and auction infor-
mation.

(22) Covered order means any market
order or any limit order (including im-
mediate-or-cancel orders) received by a
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market center during regular trading
hours at a time when a national best
bid and national best offer is being dis-
seminated, and, if executed, is executed
during regular trading hours, but shall
exclude any order for which the cus-
tomer requests special handling for
execution, including, but not limited
to, orders to be executed at a market
opening price or a market closing
price, orders submitted with stop
prices, orders to be executed only at
their full size, orders to be executed on
a particular type of tick or bid, orders
submitted on a ‘‘not held” basis, orders
for other than regular settlement, and
orders to be executed at prices unre-
lated to the market price of the secu-
rity at the time of execution.

(23) Customer means any person that
is not a broker or dealer.

(24) Customer limit order means an
order to buy or sell an NMS stock at a
specified price that is not for the ac-
count of either a broker or dealer; pro-
vided, however, that the term customer
limit order shall include an order trans-
mitted by a broker or dealer on behalf
of a customer.

(25) Customer order means an order to
buy or sell an NMS security that is not
for the account of a broker or dealer,
but shall not include any order for a
quantity of a security having a market
value of at least $50,000 for an NMS se-
curity that is an option contract and a
market value of at least $200,000 for
any other NMS security.

(26) Depth of book data means all
quotation sizes at each national securi-
ties exchange and on a facility of a na-
tional securities association at each of
the next five prices at which there is a
bid that is lower than the national best
bid and offer that is higher than the
national best offer. For these five
prices, the aggregate size available at
each price, if any, at each national se-
curities exchange and national securi-
ties association shall be attributed to
such exchange or association.

(27) Directed order means an order
from a customer that the customer
specifically instructed the broker or
dealer to route to a particular venue
for execution.

(28) Dynamic market monitoring device
means any service provided by a vendor
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on an interrogation device or other dis-
play that:

(i) Permits real-time monitoring, on
a dynamic basis, of transaction re-
ports, last sale data, or quotations
with respect to a particular security;
and

(ii) Displays the most recent trans-
action report, last sale data, or
quotation with respect to that security
until such report, data, or quotation
has been superseded or supplemented
by the display of a new transaction re-
port, last sale data, or quotation re-
flecting the next reported transaction
or quotation in that security.

(29) Effective national market system
plan means any national market sys-
tem plan approved by the Commission
(either temporarily or on a permanent
basis) pursuant to §242.608.

(30) Effective transaction reporting plan
means any transaction reporting plan
approved by the Commission pursuant
to §242.601.

(31) Electronic communications network
means, for the purposes of
§242.602(b)(5), any electronic system
that widely disseminates to third par-
ties orders entered therein by an ex-
change market maker or OTC market
maker, and permits such orders to be
executed against in whole or in part;
except that the term electronic commu-
nications network shall not include:

(i) Any system that crosses multiple
orders at one or more specified times
at a single price set by the system (by
algorithm or by any derivative pricing
mechanism) and does not allow orders
to be crossed or executed against di-
rectly by participants outside of such
times; or

(ii) Any system operated by, or on be-
half of, an OTC market maker or ex-
change market maker that executes
customer orders primarily against the
account of such market maker as prin-
cipal, other than riskless principal.

(32) Exchange market maker means any
member of a national securities ex-
change that is registered as a specialist
or market maker pursuant to the rules
of such exchange.

(33) Exchange-traded security means
any NMS security or class of NMS se-
curities listed and registered, or admit-
ted to unlisted trading privileges, on a
national securities exchange; provided,
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however, that securities not listed on
any national securities exchange that
are traded pursuant to unlisted trading
privileges are excluded.

(34) Ezxecuted at the quote means, for
buy orders, execution at a price equal
to the national best offer at the time of
order receipt and, for sell orders, exe-
cution at a price equal to the national
best bid at the time of order receipt.

(35) Executed outside the quote means,
for buy orders, execution at a price
higher than the national best offer at
the time of order receipt and, for sell
orders, execution at a price lower than
the national best bid at the time of
order receipt.

(36) Ezxecuted with price improvement
means, for buy orders, execution at a
price lower than the national best offer
at the time of order receipt and, for
sell orders, execution at a price higher
than the national best bid at the time
of order receipt.

(37) Inside-the-quote limit order, at-the-
quote limit order, and near-the-quote limit
order mean non-marketable buy orders
with limit prices that are, respectively,
higher than, equal to, and lower by
$0.10 or less than the national best bid
at the time of order receipt, and non-
marketable sell orders with limit
prices that are, respectively, lower
than, equal to, and higher by $0.10 or
less than the national best offer at the
time of order receipt.

(38) Intermarket sweep order means a
limit order for an NMS stock that
meets the following requirements:

(i) When routed to a trading center,
the limit order is identified as an inter-
market sweep order; and

(ii) Simultaneously with the routing
of the limit order identified as an
intermarket sweep order, one or more
additional limit orders, as necessary,
are routed to execute against the full
displayed size of any protected bid, in
the case of a limit order to sell, or the
full displayed size of any protected
offer, in the case of a limit order to
buy, for the NMS stock with a price
that is superior to the limit price of
the limit order identified as an inter-
market sweep order. These additional
routed orders also must be marked as
intermarket sweep orders.

(39) Interrogation device means any se-
curities information retrieval system
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capable of displaying transaction re-
ports, last sale data, or quotations
upon inquiry, on a current basis on a
terminal or other device.

(40) Joint self-regulatory organization
plan means a plan as to which two or
more self-regulatory organizations,
acting jointly, are sponsors.

(41) Last sale data means any price or
volume data associated with a trans-
action.

(42) Listed equity security means any
equity security listed and registered,
or admitted to unlisted trading privi-
leges, on a national securities ex-
change.

(43) Listed option means any option
traded on a registered national securi-
ties exchange or automated facility of
a national securities association.

(44) Make publicly available means
posting on an Internet Web site that is
free and readily accessible to the pub-
lic, furnishing a written copy to cus-
tomers on request without charge, and
notifying customers at least annually
in writing that a written copy will be
furnished on request.

(45) Manual quotation means any
quotation other than an automated
quotation.

(46) Market center means any ex-
change market maker, OTC market
maker, alternative trading system, na-
tional securities exchange, or national
securities association.

(47) Marketable limit order means any
buy order with a limit price equal to or
greater than the national best offer at
the time of order receipt, or any sell
order with a limit price equal to or less
than the national best bid at the time
of order receipt.

(48) Moving ticker means any contin-
uous real-time moving display of trans-
action reports or last sale data (other
than a dynamic market monitoring de-
vice) provided on an interrogation or
other display device.

(49) Nasdaq security means any reg-
istered security listed on The Nasdaq
Stock Market, Inc.

(60) National best bid and national best
offer means, with respect to quotations
for an NMS stock, the best bid and best
offer for such stock that are calculated
and disseminated on a current and con-
tinuing  basis by a competing
consolidator or calculated by a self-
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aggregator and, for NMS securities
other than NMS stocks, the best bid
and best offer for such security that
are calculated and disseminated on a
current and continuing basis by a plan
processor pursuant to an effective na-
tional market system plan; provided,
that in the event two or more market
centers transmit to the plan processor,
a competing consolidator or a self-
aggregator identical bids or offers for
an NMS security, the best bid or best
offer (as the case may be) shall be de-
termined by ranking all such identical
bids or offers (as the case may be) first
by size (giving the highest ranking to
the bid or offer associated with the
largest size), and then by time (giving
the highest ranking to the bid or offer
received first in time).

(51) National market system plan means
any joint self-regulatory organization
plan in connection with:

(i) The planning, development, oper-
ation or regulation of a national mar-
ket system (or a subsystem thereof) or
one or more facilities thereof; or

(ii) The development and implemen-
tation of procedures and/or facilities
designed to achieve compliance by self-
regulatory organizations and their
members with any section of this Reg-
ulation NMS and part 240, subpart A of
this chapter promulgated pursuant to
section 11A of the Act (15 U.S.C. 78k-1).

(62) National securities association
means any association of brokers and
dealers registered pursuant to section
15A of the Act (15 U.S.C. 780-3).

(53) National securities exchange means
any exchange registered pursuant to
section 6 of the Act (15 U.S.C. 78f).

(54) NMS security means any security
or class of securities for which trans-
action reports are collected, processed,
and made available pursuant to an ef-
fective transaction reporting plan, or
an effective national market system
plan for reporting transactions in list-
ed options.

(65) NMS stock means any NMS secu-
rity other than an option.

(56) Non-directed order means any
order from a customer other than a di-
rected order.

(87) Non-marketable limit order means
any limit order other than a market-
able limit order.
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(68) Odd-lot means an order for the
purchase or sale of an NMS stock in an
amount less than a round lot.

(59) Odd-lot information means:

(i) Odd-lot transaction data dissemi-
nated pursuant to the effective na-
tional market system plan or plans re-
quired under §242.603(b) as of April 9,
2021; and

(ii) Odd-lots at a price greater than
or equal to the national best bid and
less than or equal to the national best
offer, aggregated at each price level at
each national securities exchange and
national securities association.

(60) Options class means all of the put
option or call option series overlying a
security, as defined in section 3(a)(10)
of the Act (15 U.S.C. 78c(a)(10)).

(61) Options series means the con-
tracts in an options class that have the
same unit of trade, expiration date,
and exercise price, and other terms or
conditions.

(62) Orders providing liquidity means
orders that were executed against after
resting at a trading center.

(63) Orders removing liquidily means
orders that executed against resting
trading interest at a trading center.

(64) OTC market maker means any
dealer that holds itself out as being
willing to buy from and sell to its cus-
tomers, or others, in the United States,
an NMS stock for its own account on a
regular or continuous basis otherwise
than on a national securities exchange
in amounts of less than block size.

(65) Participants, when used in con-
nection with a national market system
plan, means any self-regulatory organi-
zation which has agreed to act in ac-
cordance with the terms of the plan
but which is not a signatory of such
plan.

(66) Payment for order flow has the
meaning provided in §240.10b-10 of this
chapter.

(67) Plan processor means any self-reg-
ulatory organization or securities in-
formation processor acting as an exclu-
sive processor in connection with the
development, implementation and/or
operation of any facility contemplated
by an effective national market system
plan.

(68) Primary listing exchange means,
for each NMS stock, the national secu-
rities exchange identified as the pri-

55

§242.600

mary listing exchange in the effective
national market system plan or plans
required under §242.603(b).

(69) Profit-sharing relationship means
any ownership or other type of affili-
ation under which the broker or dealer,
directly or indirectly, may share in
any profits that may be derived from
the execution of non-directed orders.

(70) Protected bid or protected offer
means a quotation in an NMS stock
that:

(i) Is displayed by an automated trad-
ing center;

(ii) Is disseminated pursuant to an ef-
fective national market system plan;
and

(iii) Is an automated quotation that
is the best bid or best offer of a na-
tional securities exchange, or the best
bid or best offer of a national securities
association.

(71) Protected quotation means a pro-
tected bid or a protected offer.

(72) Published aggregate quotation size
means the aggregate quotation size
calculated by a national securities ex-
change and displayed by a vendor on a
terminal or other display device at the
time an order is presented for execu-
tion to a responsible broker or dealer.

(73) Published bid and published offer
means the bid or offer of a responsible
broker or dealer for an NMS security
communicated by it to its national se-
curities exchange or association pursu-
ant to §242.602 and displayed by a ven-
dor on a terminal or other display de-
vice at the time an order is presented
for execution to such responsible
broker or dealer.

(74) Published quotation sice means the
quotation size of a responsible broker
or dealer communicated by it to its na-
tional securities exchange or associa-
tion pursuant to §242.602 and displayed
by a vendor on a terminal or other dis-
play device at the time an order is pre-
sented for execution to such respon-
sible broker or dealer.

(75) Quotation means a bid or an offer.

(76) Quotation size, when used with re-
spect to a responsible broker’s or deal-
er’s bid or offer for an NMS security,
means:

(i) The number of shares (or units of
trading) of that security which such re-
sponsible broker or dealer has speci-
fied, for purposes of dissemination to
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vendors, that it is willing to buy at the
bid price or sell at the offer price com-
prising its bid or offer, as either prin-
cipal or agent; or

(ii) In the event such responsible
broker or dealer has not so specified, a
normal unit of trading for that NMS
security.

(7T7) Regular trading hours means the
time between 9:30 a.m. and 4:00 p.m.
Eastern Time, or such other time as is
set forth in the procedures established
pursuant to §242.605(a)(2).

(78) Regulatory data means:

(i) Information required to be col-
lected or calculated by the primary
listing exchange for an NMS stock and
provided to competing consolidators
and self-aggregators pursuant to the ef-
fective national market system plan or
plans required under §242.603(b), includ-
ing, at a minimum:

(A) Information regarding Short Sale
Circuit Breakers pursuant to §242.201;

(B) Information regarding Price
Bands required pursuant to the Plan to
Address Extraordinary Market Vola-
tility (LULD Plan);

(C) Information relating to regu-
latory halts or trading pauses (news
dissemination/pending, LULD, Market-
Wide Circuit Breakers) and reopenings
or resumptions;

(D) The official opening and closing
prices of the primary listing exchange;
and

(E) An indicator of the applicable
round lot size.

(ii) Information required to be col-
lected or calculated by the national se-
curities exchange or national securi-
ties association on which an NMS
stock is traded and provided to com-
peting consolidators and self-
aggregators pursuant to the effective
national market system plan or plans
required under §242.603(b), including, at
a minimum:

(A) Whenever such national securi-
ties exchange or national securities as-
sociation receives a bid (offer) below
(above) an NMS stock’s lower (upper)
LULD price band, an appropriate regu-
latory data flag identifying the bid
(offer) as non-executable; and

(B) Other regulatory messages in-
cluding subpenny execution and trade-
though exempt indicators.
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(iii) For purposes of paragraph
(b)(78)(1)(C) of this section, the primary
listing exchange that has the largest
proportion of companies included in
the S&P 500 Index shall monitor the
S&P 500 Index throughout the trading
day, determine whether a Level 1,
Level 2, or Level 3 decline, as defined
in self-regulatory organization rules
related to Market-Wide Circuit Break-
ers, has occurred, and immediately in-
form the other primary Ilisting ex-
changes of all such declines.

(79) Responsible broker or
means:

(i) When used with respect to bids or
offers communicated on a national se-
curities exchange, any member of such
national securities exchange who com-
municates to another member on such
national securities exchange, at the lo-
cation (or locations) or through the fa-
cility or facilities designated by such
national securities exchange for trad-
ing in an NMS security a bid or offer
for such NMS security, as either prin-
cipal or agent; provided, however, that,
in the event two or more members of a
national securities exchange have com-
municated on or through such national
securities exchange bids or offers for an
NMS security at the same price, each
such member shall be considered a re-
sponsible broker or dealer for that bid or
offer, subject to the rules of priority
and precedence then in effect on that
national securities exchange; and fur-
ther provided, that for a bid or offer
which is transmitted from one member
of a national securities exchange to an-
other member who undertakes to rep-
resent such bid or offer on such na-
tional securities exchange as agent,
only the last member who undertakes
to represent such bid or offer as agent
shall be considered the responsible
broker or dealer for that bid or offer;
and

(ii) When used with respect to bids
and offers communicated by a member
of an association to a broker or dealer
or a customer, the member commu-
nicating the bid or offer (regardless of
whether such bid or offer is for its own
account or on behalf of another per-
son).

dealer
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(80) Revised bid or offer means a mar-
ket maker’s bid or offer which super-
sedes its published bid or published
offer.

(81) Revised quotation size means a
market maker’s quotation size which
supersedes its published quotation size.

(82) Round lot means:

(i) For any NMS stock for which the
prior calendar month’s average closing
price on the primary listing exchange
was $250.00 or less per share, an order
for the purchase or sale of an NMS
stock of 100 shares;

(ii) For any NMS stock for which the
prior calendar month’s average closing
price on the primary listing exchange
was $250.01 to $1,000.00 per share, an
order for the purchase or sale of an
NMS stock of 40 shares;

(iii) For any NMS stock for which the
prior calendar month’s average closing
price on the primary listing exchange
was $1,000.01 to $10,000.00 per share, an
order for the purchase or sale of an
NMS stock of 10 shares;

(iv) For any NMS stock for which the
prior calendar month’s average closing
price on the primary listing exchange
was $10,000.01 or more per share, an
order for the purchase or sale of an
NMS stock of 1 share; and

(v) For any NMS stock for which the
prior calendar month’s average closing
price is not available, an order for the
purchase or sale of an NMS stock of 100
shares.

(83) Self-aggregator means a broker,
dealer, national securities exchange,
national securities association, or in-
vestment adviser registered with the
Commission that receives information
with respect to quotations for and
transactions in NMS stocks, including
all data necessary to generate consoli-
dated market data, and generates con-
solidated market data solely for inter-
nal use. A self-aggregator may make
consolidated market data available to
its affiliates that are registered with
the Commission for their internal use.
Except as provided in the preceding
sentence, a self-aggregator may not
disseminate or otherwise make avail-
able consolidated market data, or com-
ponents of consolidated market data,
as provided in paragraph (b)(20) of this
section, to any person.
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(84) Self-regulatory organization means
any national securities exchange or na-
tional securities association.

(85) Self-regulatory organization-spe-
cific program data means:

(i) Information related to retail Ili-
quidity programs specified by the rules
of national securities exchanges and
disseminated pursuant to the effective
national market system plan or plans
required under §242.603(b) as of April 9,
2021; and

(ii) Other self-regulatory organiza-
tion-specific information with respect
to quotations for or transactions in
NMS stocks as specified by the effec-
tive national market system plan or
plans required under §242.603(b).

(86) Specified persons, when used in
connection with any notification re-
quired to be provided pursuant to
§242.602(a)(3) and any election (or with-
drawal thereof) permitted under
§242.602(a)(b), means:

(i) Each vendor;

(ii) Each plan processor; and

(iii) The processor for the Options
Price Reporting Authority (in the case
of a notification for a subject security
which is a class of securities under-
lying options admitted to trading on
any national securities exchange).

(87) Sponsor, when used in connection
with a national market system plan,
means any self-regulatory organization
which is a signatory to such plan and
has agreed to act in accordance with
the terms of the plan.

(88) SRO display-only facility means a
facility operated by or on behalf of a
national securities exchange or na-
tional securities association that dis-
plays quotations in a security, but does
not execute orders against such
quotations or present orders to mem-
bers for execution.

(89) SRO trading facility means a facil-
ity operated by or on behalf of a na-
tional securities exchange or a na-
tional securities association that exe-
cutes orders in a security or presents
orders to members for execution.

(90) Subject security means:

(i) With respect to a national securi-
ties exchange:

(A) Any exchange-traded security
other than a security for which the ex-
ecuted volume of such exchange, dur-
ing the most recent calendar quarter,
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comprised one percent or less of the ag-
gregate trading volume for such secu-
rity as reported pursuant to an effec-
tive transaction reporting plan or ef-
fective national market system plan;
and

(B) Any other NMS security for
which such exchange has in effect an
election, pursuant to §242.602(a)(5)(i),
to collect, process, and make available
to a vendor bids, offers, quotation
sizes, and aggregate quotation sizes
communicated on such exchange; and

(ii) With respect to a member of a na-
tional securities association:

(A) Any exchange-traded security for
which such member acts in the capac-
ity of an OTC market maker unless the
executed volume of such member, dur-
ing the most recent calendar quarter,
comprised one percent or less of the ag-
gregate trading volume for such secu-
rity as reported pursuant to an effec-
tive transaction reporting plan or ef-
fective national market system plan;
and

(B) Any other NMS security for
which such member acts in the capac-
ity of an OTC market maker and has in
effect an election, pursuant to
§242.602(a)(5)(ii), to communicate to its
association bids, offers, and quotation
sizes for the purpose of making such
bids, offers, and quotation sizes avail-
able to a vendor.

(91) Time of order execution means the
time (to the second) that an order was
executed at any venue.

(92) Time of order receipt means the
time (to the second) that an order was
received by a market center for execu-
tion.

(93) Time of the transaction has the
meaning provided in §240.10b-10 of this
chapter.

(94) Trade-through means the pur-
chase or sale of an NMS stock during
regular trading hours, either as prin-
cipal or agent, at a price that is lower
than a protected bid or higher than a
protected offer.

(95) Trading center means a national
securities exchange or national securi-
ties association that operates an SRO
trading facility, an alternative trading
system, an exchange market maker, an
OTC market maker, or any other
broker or dealer that executes orders
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internally by trading as principal or
crossing orders as agent.

(96) Trading rotation means, with re-
spect to an options class, the time pe-
riod on a national securities exchange
during which:

(i) Opening, re-opening, or closing
transactions in options series in such
options class are not yet completed;
and

(ii) Continuous trading has not yet
commenced or has not yet ended for
the day in options series in such op-
tions class.

(97) Transaction report means a report
containing the price and volume asso-
ciated with a transaction involving the
purchase or sale of one or more round
lots of a security.

(98) Transaction reporting association
means any person authorized to imple-
ment or administer any transaction re-
porting plan on behalf of persons act-
ing jointly under §242.601(a).

(99) Transaction reporting plan means
any plan for collecting, processing,
making available or disseminating
transaction reports with respect to
transactions in securities filed with the
Commission pursuant to, and meeting
the requirements of, §242.601.

(100) Vendor means any securities in-
formation processor engaged in the
business of disseminating transaction
reports, last sale data, or quotations
with respect to NMS securities to bro-
kers, dealers, or investors on a real-
time or other current and continuing
basis, whether through an electronic
communications network, moving
ticker, or interrogation device.

[70 FR 37620, June 29, 2005, as amended at 83
FR 58427, Nov. 19, 2018; 86 FR 18809, Apr. 9,
2021; 86 FR 29196, June 1, 2021]

§242.601 Dissemination of transaction
reports and last sale data with re-
spect to transactions in NMS stocks.

(a) Filing and effectiveness of trans-
action reporting plans. (1) Every na-
tional securities exchange shall file a
transaction reporting plan regarding
transactions in listed equity and
Nasdaq securities executed through its
facilities, and every national securities
association shall file a transaction re-
porting plan regarding transactions in
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listed equity and Nasdaq securities exe-
cuted by its members otherwise than
on a national securities exchange.

(2) Any transaction reporting plan, or
any amendment thereto, filed pursuant
to this section shall be filed with the
Commission, and considered for ap-
proval, in accordance with the proce-
dures set forth in §242.608(a) and (b).
Any such plan, or amendment thereto,
shall specify, at a minimum:

(i) The listed equity and Nasdaq secu-
rities or classes of such securities for
which transaction reports shall be re-
quired by the plan;

(ii) Reporting requirements with re-
spect to transactions in listed equity
securities and Nasdaq securities, for
any broker or dealer subject to the
plan;

(iii) The manner of collecting, proc-
essing, sequencing, making available
and disseminating transaction reports
and last sale data reported pursuant to
such plan;

(iv) The manner in which such trans-
action reports reported pursuant to
such plan are to be consolidated with
transaction reports from national secu-
rities exchanges and national securi-
ties associations reported pursuant to
any other effective transaction report-
ing plan;

(v) The applicable standards and
methods which will be utilized to en-
sure promptness of reporting, and accu-
racy and completeness of transaction
reports;

(vi) Any rules or procedures which
may be adopted to ensure that trans-
action reports or last sale data will not
be disseminated in a fraudulent or ma-
nipulative manner;

(vii) Specific terms of access to
transaction reports made available or
disseminated pursuant to the plan; and

(viii) That transaction reports or last
sale data made available to any vendor
for display on an interrogation device
identify the marketplace where each
transaction was executed.

(3) No transaction reporting plan
filed pursuant to this section, or any
amendment to an effective transaction
reporting plan, shall become effective
unless approved by the Commission or

otherwise permitted in accordance
with the procedures set forth in
§242.608.
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(b) Prohibitions and reporting require-
ments. (1) No broker or dealer may exe-
cute any transaction in, or induce or
attempt to induce the purchase or sale
of, any NMS stock:

(i) On or through the facilities of a
national securities exchange unless
there is an effective transaction report-
ing plan with respect to transactions in
such security executed on or through
such exchange facilities; or

(ii) Otherwise than on a national se-
curities exchange unless there is an ef-
fective transaction reporting plan with
respect to transactions in such secu-
rity executed otherwise than on a na-
tional securities exchange by such
broker or dealer.

(2) Every broker or dealer who is a
member of a national securities ex-
change or national securities associa-
tion shall promptly transmit to the ex-
change or association of which it is a
member all information required by
any effective transaction reporting
plan filed by such exchange or associa-
tion (either individually or jointly with
other exchanges and/or associations).

(¢) Retransmission of transaction re-
ports or last sale data. Notwithstanding
any provision of any effective trans-
action reporting plan, no national se-
curities exchange or national securi-
ties association may, either individ-
ually or jointly, by rule, stated policy
or practice, transaction reporting plan
or otherwise, prohibit, condition or
otherwise limit, directly or indirectly,
the ability of any vendor to re-
transmit, for display in moving tick-
ers, transaction reports or last sale
data made available pursuant to any
effective transaction reporting plan;
provided, however, that a national secu-
rities exchange or national securities
association may, by means of an effec-
tive transaction reporting plan, condi-
tion such retransmission upon appro-
priate undertakings to ensure that any
charges for the distribution of trans-
action reports or last sale data in mov-
ing tickers permitted by paragraph (d)
of this section are collected.

(d) Charges. Nothing in this section
shall preclude any national securities
exchange or national securities asso-
ciation, separately or jointly, pursuant
to the terms of an effective transaction
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reporting plan, from imposing reason-
able, uniform charges (irrespective of
geographic location) for distribution of
transaction reports or last sale data.

(e) Appeals. The Commission may, in
its discretion, entertain appeals in con-
nection with the implementation or op-
eration of any effective transaction re-
porting plan in accordance with the
provisions of §242.608(d).

(f) Exemptions. The Commission may
exempt from the provisions of this sec-
tion, either unconditionally or on spec-
ified terms and conditions, any na-
tional securities exchange, national se-
curities association, broker, dealer, or
specified security if the Commission
determines that such exemption is con-
sistent with the public interest, the
protection of investors and the removal
of impediments to, and perfection of
the mechanisms of, a national market
system.

§242.602 Dissemination of quotations
in NMS securities.

(a) Dissemination requirements for na-
tional securities exchanges and national
securities associations. (1) Every na-
tional securities exchange and national
securities association shall establish
and maintain procedures and mecha-
nisms for collecting bids, offers,
quotation sizes, and aggregate
quotation sizes from responsible bro-
kers or dealers who are members of
such exchange or association, proc-
essing such bids, offers, and sizes, and
making such bids, offers, and sizes
available to vendors, as follows:

(i) Each national securities exchange
shall at all times such exchange is open
for trading, collect, process, and make
available to vendors the best bid, the
best offer, and aggregate quotation
sizes for each subject security listed or
admitted to unlisted trading privileges
which is communicated on any na-
tional securities exchange by any re-
sponsible broker or dealer, but shall
not include:

(A) Any bid or offer executed imme-
diately after communication and any
bid or offer communicated by a respon-
sible broker or dealer other than an ex-
change market maker which is can-
celled or withdrawn if not executed im-
mediately after communication; and
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(B) Any bid or offer communicated
during a period when trading in that
security has been suspended or halted,
or prior to the commencement of trad-
ing in that security on any trading
day, on that exchange.

(ii) Each national securities associa-
tion shall, at all times that last sale
information with respect to NMS secu-
rities is reported pursuant to an effec-
tive transaction reporting plan, col-
lect, process, and make available to
vendors the best bid, best offer, and
quotation sizes communicated other-
wise than on an exchange by each
member of such association acting in
the capacity of an OTC market maker
for each subject security and the iden-
tity of that member (excluding any bid
or offer executed immediately after
communication), except during any pe-
riod when over-the-counter trading in
that security has been suspended.

(2) Each national securities exchange
shall, with respect to each published
bid and published offer representing a
bid or offer of a member for a subject
security, establish and maintain proce-
dures for ascertaining and disclosing to
other members of that exchange, upon
presentation of orders sought to be exe-
cuted by them in reliance upon para-
graph (b)(2) of this section, the identity
of the responsible broker or dealer who
made such bid or offer and the
quotation size associated with it.

(3)(1) If, at any time a national secu-
rities exchange is open for trading,
such exchange determines, pursuant to
rules approved by the Commission pur-
suant to section 19(b)(2) of the Act (15
U.S.C. 78s(b)(2)), that the level of trad-
ing activities or the existence of un-
usual market conditions is such that
the exchange is incapable of collecting,
processing, and making available to
vendors the data for a subject security
required to be made available pursuant
to paragraph (a)(1) of this section in a
manner that accurately reflects the
current state of the market on such ex-
change, such exchange shall imme-
diately notify all specified persons of
that determination. Upon such notifi-
cation, responsible brokers or dealers
that are members of that exchange
shall be relieved of their obligation
under paragraphs (b)(2) and (c)(3) of
this section and such exchange shall be

PO 00000 Frm 00070 Fmt8010 Sfmt8010 Q:\17\17V5.TXT PC31



sfrattini on LAPCK6H6L3 with DISTILLER

VerDate Sep<11>2014

Securities and Exchange Commission

relieved of its obligations under para-
graphs (a)(1) and (2) of this section for
that security; provided, however, that
such exchange will continue, to the
maximum extent practicable under the
circumstances, to collect, process, and
make available to vendors data for
that security in accordance with para-
graph (a)(1) of this section.

(ii) During any period a national se-
curities exchange, or any responsible
broker or dealer that is a member of
that exchange, is relieved of any obli-
gation imposed by this section for any
subject security by virtue of a notifica-
tion made pursuant to paragraph
(a)(3)(1) of this section, such exchange
shall monitor the activity or condi-
tions which formed the basis for such
notification and shall immediately re-
notify all specified persons when that
exchange is once again capable of col-
lecting, processing, and making avail-
able to vendors the data for that secu-
rity required to be made available pur-
suant to paragraph (a)(1) of this section
in a manner that accurately reflects
the current state of the market on
such exchange. Upon such renotifica-
tion, any exchange or responsible
broker or dealer which had been re-
lieved of any obligation imposed by
this section as a consequence of the
prior notification shall again be sub-
ject to such obligation.

(4) Nothing in this section shall pre-
clude any national securities exchange
or national securities association from
making available to vendors indica-
tions of interest or bids and offers for a
subject security at any time such ex-
change or association is not required to
do so pursuant to paragraph (a)(l) of
this section.

(5)(1i) Any mnational securities ex-
change may make an election for pur-
poses of the definition of subject secu-
rity in §242.600(b)(90) for any NMS secu-
rity, by collecting, processing, and
making available bids, offers,
quotation sizes, and aggregate
quotation sizes in that security; except
that for any NMS security previously
listed or admitted to unlisted trading
privileges on only one exchange and
not traded by any OTC market maker,
such election shall be made by noti-
fying all specified persons, and shall be

§242.602

effective at the opening of trading on
the business day following notification.

(ii) Any member of a national securi-
ties association acting in the capacity
of an OTC market maker may make an
election for purposes of the definition
of subject security in §242.600(b)(90) for
any NMS security, by communicating
to its association bids, offers, and
quotation sizes in that security; except
that for any other NMS security listed
or admitted to unlisted trading privi-
leges on only one exchange and not
traded by any other OTC market
maker, such election shall be made by
notifying its association and all speci-
fied persons, and shall be effective at
the opening of trading on the business
day following notification.

(iii) The election of a national securi-
ties exchange or member of a national
securities association for any NMS se-
curity pursuant to this paragraph (a)(5)
shall cease to be in effect if such ex-
change or member ceases to make
available or communicate bids, offers,
and quotation sizes in such security.

(b) Obligations of responsible brokers
and dealers. (1) Bach responsible broker
or dealer shall promptly communicate
to its national securities exchange or
national securities association, pursu-
ant to the procedures established by
that exchange or association, its best
bids, best offers, and quotation sizes for
any subject security.

(2) Subject to the provisions of para-
graph (b)(3) of this section, each re-
sponsible broker or dealer shall be obli-
gated to execute any order to buy or
sell a subject security, other than an
odd-lot order, presented to it by an-
other broker or dealer, or any other
person belonging to a category of per-
sons with whom such responsible
broker or dealer customarily deals, at
a price at least as favorable to such
buyer or seller as the responsible bro-
ker’s or dealer’s published bid or pub-
lished offer (exclusive of any commis-
sion, commission equivalent or dif-
ferential customarily charged by such
responsible broker or dealer in connec-
tion with execution of any such order)
in any amount up to its published
quotation size.
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(3)(1) No responsible broker or dealer
shall be obligated to execute a trans-
action for any subject security as pro-
vided in paragraph (b)(2) of this section
to purchase or sell that subject secu-
rity in an amount greater than such re-
vised quotation size if:

(A) Prior to the presentation of an
order for the purchase or sale of a sub-
ject security, a responsible broker or
dealer has communicated to its ex-
change or association, pursuant to
paragraph (b)(1) of this section, a re-
vised quotation size; or

(B) At the time an order for the pur-
chase or sale of a subject security is
presented, a responsible broker or deal-
er is in the process of effecting a trans-
action in such subject security, and im-
mediately after the completion of such
transaction, it communicates to its ex-
change or association a revised
quotation size, such responsible broker
or dealer shall not be obligated by
paragraph (b)(2) of this section to pur-
chase or sell that subject security in an
amount greater than such revised
quotation size.

(ii) No responsible broker or dealer
shall be obligated to execute a trans-
action for any subject security as pro-
vided in paragraph (b)(2) of this section
if:

(A) Before the order sought to be exe-
cuted is presented, such responsible
broker or dealer has communicated to
its exchange or association pursuant to
paragraph (b)(1) of this section, a re-
vised bid or offer; or

(B) At the time the order sought to
be executed is presented, such respon-
sible broker or dealer is in the process
of effecting a transaction in such sub-
ject security, and, immediately after
the completion of such transaction,
such responsible broker or dealer com-
municates to its exchange or associa-
tion pursuant to paragraph (b)(1) of
this section, a revised bid or offer; pro-
vided, however, that such responsible
broker or dealer shall nonetheless be
obligated to execute any such order in
such subject security as provided in
paragraph (b)(2) of this section at its
revised bid or offer in any amount up
to its published quotation size or re-
vised quotation size.

(4) Subject to the provisions of para-
graph (a)(4) of this section:
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(i) No national securities exchange or
OTC market maker may make avail-
able, disseminate or otherwise commu-
nicate to any vendor, directly or indi-
rectly, for display on a terminal or
other display device any bid, offer,
quotation size, or aggregate quotation
size for any NMS security which is not
a subject security with respect to such
exchange or OTC market maker; and

(ii) No vendor may disseminate or
display on a terminal or other display
device any bid, offer, quotation size, or
aggregate quotation size from any na-
tional securities exchange or OTC mar-
ket maker for any NMS security which
is not a subject security with respect
to such exchange or OTC market
maker.

(5)(1) Entry of any priced order for an
NMS security by an exchange market
maker or OTC market maker in that
security into an electronic communica-
tions network that widely disseminates
such order shall be deemed to be:

(A) A bid or offer under this section,
to be communicated to the market
maker’s exchange or association pursu-
ant to this paragraph (b) for at least
the minimum quotation size that is re-
quired by the rules of the market mak-
er’s exchange or association if the
priced order is for the account of a
market maker, or the actual size of the
order up to the minimum quotation
size required if the priced order is for
the account of a customer; and

(B) A communication of a bid or offer
to a vendor for display on a display de-
vice for purposes of paragraph (b)(4) of
this section.

(ii) An exchange market maker or
OTC market maker that has entered a
priced order for an NMS security into
an electronic communications network
that widely disseminates such order
shall be deemed to be in compliance
with paragraph (b)(6)(i)(A) of this sec-
tion if the electronic communications
network:

(A)(I1) Provides to a national securi-
ties exchange or national securities as-
sociation (or an exclusive processor
acting on behalf of one or more ex-
changes or associations) the prices and
sizes of the orders at the highest buy
price and the lowest sell price for such
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security entered in, and widely dis-
seminated by, the electronic commu-
nications network by exchange market
makers and OTC market makers for
the NMS security, and such prices and
sizes are included in the quotation data
made available by such exchange, asso-
ciation, or exclusive processor to ven-
dors pursuant to this section; and

(2) Provides, to any broker or dealer,
the ability to effect a transaction with
a priced order widely disseminated by
the electronic communications net-
work entered therein by an exchange
market maker or OTC market maker
that is:

(i) Equivalent to the ability of any
broker or dealer to effect a transaction
with an exchange market maker or
OTC market maker pursuant to the
rules of the national securities ex-
change or national securities associa-
tion to which the electronic commu-
nications network supplies such bids
and offers; and

(i) At the price of the highest priced
buy order or lowest priced sell order, or
better, for the lesser of the cumulative
size of such priced orders entered
therein by exchange market makers or
OTC market makers at such price, or
the size of the execution sought by the
broker or dealer, for such security; or

(B) Is an alternative trading system
that:

(I) Displays orders and provides the
ability to effect transactions with such
orders under §242.301(b)(3); and

(2) Otherwise is in compliance with
Regulation ATS (§242.300 through
§242.303).

(c) Transactions in listed options. (1) A
national securities exchange or na-
tional securities association:

(i) Shall not be required, under para-
graph (a) of this section, to collect
from responsible brokers or dealers
who are members of such exchange or
association, or to make available to
vendors, the quotation sizes and aggre-
gate quotation sizes for listed options,
if such exchange or association estab-
lishes by rule and periodically pub-
lishes the quotation size for which such
responsible brokers or dealers are obli-
gated to execute an order to buy or sell
an options series that is a subject secu-
rity at its published bid or offer under
paragraph (b)(2) of this section;
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(ii) May establish by rule and periodi-
cally publish a quotation size, which
shall not be for less than one contract,
for which responsible brokers or deal-
ers who are members of such exchange
or association are obligated under
paragraph (b)(2) of this section to exe-
cute an order to buy or sell a listed op-
tion for the account of a broker or
dealer that is in an amount different
from the quotation size for which it is
obligated to execute an order for the
account of a customer; and

(iii) May establish and maintain pro-
cedures and mechanisms for collecting
from responsible brokers and dealers
who are members of such exchange or
association, and making available to
vendors, the quotation sizes and aggre-
gate quotation sizes in listed options
for which such responsible broker or
dealer will be obligated under para-
graph (b)(2) of this section to execute
an order from a customer to buy or sell
a listed option and establish by rule
and periodically publish the size, which
shall not be less than one contract, for
which such responsible brokers or deal-
ers are obligated to execute an order
for the account of a broker or dealer.

(2) If, pursuant to paragraph (c)(1) of
this section, the rules of a national se-
curities exchange or national securi-
ties association do not require its
members to communicate to it their
quotation sizes for listed options, a re-
sponsible broker or dealer that is a
member of such exchange or associa-
tion shall:

(i) Be relieved of its obligations
under paragraph (b)(1) of this section
to communicate to such exchange or
association its quotation sizes for any
listed option; and

(ii) Comply with its obligations under
paragraph (b)(2) of this section by exe-
cuting any order to buy or sell a listed
option, in an amount up to the size es-
tablished by such exchange’s or asso-
ciation’s rules under paragraph (c)(1) of
this section.

(3) Thirty second response. Each re-
sponsible broker or dealer, within thir-
ty seconds of receiving an order to buy
or sell a listed option in an amount
greater than the quotation size estab-
lished by a national securities ex-
change’s or national securities associa-
tion’s rules pursuant to paragraph
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§242.603

(¢)(1) of this section, or its published
quotation size must:

(i) Execute the entire order; or

(ii)(A) Execute that portion of the
order equal to at least:

(I) The quotation size established by
a national securities exchange’s or na-
tional securities association’s rules,
pursuant to paragraph (c)(1) of this sec-
tion, to the extent that such exchange
or association does not collect and
make available to vendors quotation
size and aggregate quotation size under
paragraph (a) of this section; or

(2) Its published quotation size; and

(B) Revise its bid or offer.

(4) Notwithstanding paragraph (c)(3)
of this section, no responsible broker
or dealer shall be obligated to execute
a transaction for any listed option as
provided in paragraph (b)(2) of this sec-
tion if:

(i) Any of the circumstances in para-
graph (b)(3) of this section exist; or

(ii) The order for the purchase or sale
of a listed option is presented during a
trading rotation in that listed option.

(d) Ezxemptions. The Commission may
exempt from the provisions of this sec-
tion, either unconditionally or on spec-
ified terms and conditions, any respon-
sible broker or dealer, electronic com-
munications network, national securi-
ties exchange, or national securities
association if the Commission deter-
mines that such exemption is con-
sistent with the public interest, the
protection of investors and the removal
of impediments to and perfection of the
mechanism of a national market sys-
tem.

[70 FR 37620, June 29, 20051997, as amended at
83 FR 58427, Nov. 19, 2018; 86 FR 18811, Apr. 9,
2021]

§242.603 Distribution, consolidation,
and display of information with re-
spect to quotations for and trans-
actions in NMS stocks.

(a) Distribution of information. (1) Any
exclusive processor, or any broker or
dealer with respect to information for
which it is the exclusive source, that
distributes information with respect to
quotations for or transactions in an
NMS stock to a securities information
processor shall do so on terms that are
fair and reasonable.
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(2) Any national securities exchange,
national securities association, broker,
or dealer that distributes information
with respect to quotations for or trans-
actions in an NMS stock to a securities
information processor, broker, dealer,
or other persons shall do so on terms
that are not unreasonably discrimina-
tory.

(b) Dissemination of information. Every
national securities exchange on which
an NMS stock is traded and national
securities association shall act jointly
pursuant to one or more effective na-
tional market system plans for the dis-
semination of consolidated market
data. Every national securities ex-
change on which an NMS stock is trad-
ed and national securities association
shall make available to all competing
consolidators and self-aggregators its
information with respect to quotations
for and transactions in NMS stocks, in-
cluding all data necessary to generate
consolidated market data, in the same
manner and using the same methods,
including all methods of access and the
same format, as such national securi-
ties exchange or national securities as-
sociation makes available any informa-
tion with respect to quotations for and
transactions in NMS stocks to any per-
son.

(c) Display of information. (1) No secu-
rities information processor, broker, or
dealer shall provide, in a context in
which a trading or order-routing deci-
sion can be implemented, a display of
any information with respect to
quotations for or transactions in an
NMS stock without also providing, in
an equivalent manner, a consolidated
display for such stock.

(2) The provisions of paragraph (c)(1)
of this section shall not apply to a dis-
play of information on the trading
floor or through the facilities of a na-
tional securities exchange or to a dis-
play in connection with the operation
of a market linkage system imple-
mented in accordance with an effective
national market system plan.

(d) Exemptions. The Commission, by
order, may exempt from the provisions
of this section, either unconditionally
or on specified terms and conditions,
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any person, security, or item of infor-
mation, or any class or classes of per-
sons, securities, or items of informa-
tion, if the Commission determines
that such exemption is necessary or ap-
propriate in the public interest, and is
consistent with the protection of inves-
tors.

[70 FR 37620, June 29, 2005, as amended at 86
FR 18811, Apr. 9, 2021]

§242.604 Display of customer limit or-
ders.

(a) Specialists and OTC market makers.
For all NMS stocks:

(1) Each member of a national securi-
ties exchange that is registered by that
exchange as a specialist, or is author-
ized by that exchange to perform func-
tions substantially similar to that of a
specialist, shall publish immediately a
bid or offer that reflects:

(i) The price and the full size of each
customer limit order held by the spe-
cialist that is at a price that would im-
prove the bid or offer of such specialist
in such security; and

(ii) The full size of each customer
limit order held by the specialist that:

(A) Is priced equal to the bid or offer
of such specialist for such security;

(B) Is priced equal to the national
best bid or national best offer; and

(C) Represents more than a de minimis
change in relation to the size associ-
ated with the specialist’s bid or offer.

(2) Each registered broker or dealer
that acts as an OTC market maker
shall publish immediately a bid or offer
that reflects:

(i) The price and the full size of each
customer limit order held by the OTC
market maker that is at a price that
would improve the bid or offer of such
OTC market maker in such security;
and

(ii) The full size of each customer
limit order held by the OTC market
maker that:

(A) Is priced equal to the bid or offer
of such OTC market maker for such se-
curity;

(B) Is priced equal to the national
best bid or national best offer; and

(C) Represents more than a de minimis
change in relation to the size associ-
ated with the OTC market maker’s bid
or offer.
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(b) Exceptions. The requirements in
paragraph (a) of this section shall not
apply to any customer limit order:

(1) That is executed upon receipt of
the order.

(2) That is placed by a customer who
expressly requests, either at the time
that the order is placed or prior there-
to pursuant to an individually nego-
tiated agreement with respect to such
customer’s orders, that the order not
be displayed.

(3) That is an odd-lot order.

(4) That is a block size order, unless
a customer placing such order requests
that the order be displayed.

(5) That is delivered immediately
upon receipt to a national securities
exchange or national securities asso-
ciation-sponsored system, or an elec-
tronic communications network that
complies with the requirements of
§242.602(b)(b)(ii) with respect to that
order.

(6) That is delivered immediately
upon receipt to another exchange mem-
ber or OTC market maker that com-
plies with the requirements of this sec-
tion with respect to that order.

(7) That is an ‘‘all or none’’ order.

(c) Exemptions. The Commission may
exempt from the provisions of this sec-
tion, either unconditionally or on spec-
ified terms and conditions, any respon-
sible broker or dealer, electronic com-
munications network, national securi-
ties exchange, or national securities
association if the Commission deter-
mines that such exemption is con-
sistent with the public interest, the
protection of investors and the removal
of impediments to and perfection of the
mechanism of a national market sys-
tem.

§242.605 Disclosure of order execution

information.
This section requires market centers
to make available standardized,

monthly reports of statistical informa-
tion concerning their order executions.
This information is presented in ac-
cordance with uniform standards that
are based on broad assumptions about
order execution and routing practices.
The information will provide a starting
point to promote visibility and com-
petition on the part of market centers
and broker-dealers, particularly on the
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factors of execution price and speed.
The disclosures required by this sec-
tion do not encompass all of the factors
that may be important to investors in
evaluating the order routing services of
a broker-dealer. In addition, any par-
ticular market center’s statistics will
encompass varying types of orders
routed by different broker-dealers on
behalf of customers with a wide range
of objectives. Accordingly, the statis-
tical information required by this sec-
tion alone does not create a reliable
basis to address whether any particular
broker-dealer failed to obtain the most
favorable terms reasonably available
under the circumstances for customer
orders.

(a) Monthly electronic reports by mar-
ket centers. (1) Every market center
shall make available for each calendar
month, in accordance with the proce-
dures established pursuant to para-
graph (a)(2) of this section, a report on
the covered orders in NMS stocks that
it received for execution from any per-
son. Such report shall be in electronic
form; shall be categorized by security,
order type, and order size; and shall in-
clude the following columns of infor-
mation:

(i) For market orders, marketable
limit orders, inside-the-quote limit or-
ders, at-the-quote limit orders, and
near-the-quote limit orders:

(A) The number of covered orders;

(B) The cumulative number of shares
of covered orders;

(C) The cumulative number of shares
of covered orders cancelled prior to
execution;

(D) The cumulative number of shares
of covered orders executed at the re-
ceiving market center;

(E) The cumulative number of shares
of covered orders executed at any other
venue;

(F) The cumulative number of shares
of covered orders executed from 0 to 9
seconds after the time of order receipt;

(G) The cumulative number of shares
of covered orders executed from 10 to 29
seconds after the time of order receipt;

(H) The cumulative number of shares
of covered orders executed from 30 sec-
onds to 59 seconds after the time of
order receipt;

(I) The cumulative number of shares
of covered orders executed from 60 sec-
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onds to 299 seconds after the time of
order receipt;

(J) The cumulative number of shares
of covered orders executed from 5 min-
utes to 30 minutes after the time of
order receipt; and

(K) The average realized spread for
executions of covered orders; and

(ii) For market orders and market-
able limit orders:

(A) The average effective spread for
executions of covered orders;

(B) The cumulative number of shares
of covered orders executed with price
improvement;

(C) For shares executed with price
improvement, the share-weighted aver-
age amount per share that prices were
improved;

(D) For shares executed with price
improvement, the share-weighted aver-
age period from the time of order re-
ceipt to the time of order execution;

(E) The cumulative number of shares
of covered orders executed at the
quote;

(F) For shares executed at the quote,
the share-weighted average period from
the time of order receipt to the time of
order execution;

(G) The cumulative number of shares
of covered orders executed outside the
quote;

(H) For shares executed outside the
quote, the share-weighted average
amount per share that prices were out-
side the quote; and

(I) For shares executed outside the
quote, the share-weighted average pe-
riod from the time of order receipt to
the time of order execution.

(2) Every mnational securities ex-
change on which NMS stocks are trad-
ed and each national securities associa-
tion shall act jointly in establishing
procedures for market centers to follow
in making available to the public the
reports required by paragraph (a)(1) of
this section in a uniform, readily ac-
cessible, and usable electronic form. In
the event there is no effective national
market system plan establishing such
procedures, market centers shall pre-
pare their reports in a consistent, usa-
ble, and machine-readable electronic
format, and make such reports avail-
able for downloading from an Internet
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Web site that is free and readily acces-
sible to the public. Every market cen-
ter shall keep such reports posted on
an internet website that is free and
readily accessible to the public for a
period of three years from the initial
date of posting on the internet website.

(3) A market center shall make avail-
able the report required by paragraph
(a)(1) of this section within one month
after the end of the month addressed in
the report.

(b) Exemptions. The Commission may,
by order upon application, condi-
tionally or unconditionally exempt any
person, security, or transaction, or any
class or classes of persons, securities,
or transactions, from any provision or
provisions of this section, if the Com-
mission determines that such exemp-
tion is necessary or appropriate in the
public interest, and is consistent with
the protection of investors.

[70 FR 37620, June 29, 2005, as amended at 83
FR 58427, Nov. 19, 2018]

§242.606 Disclosure of order routing
information.

(a) Quarterly report on order routing.
(1) Every broker or dealer shall make
publicly available for each calendar
quarter a report on its routing of non-
directed orders in NMS stocks that are
submitted on a held basis and of non-
directed orders that are customer or-
ders in NMS securities that are option
contracts during that quarter broken
down by calendar month and keep such
report posted on an internet website
that is free and readily accessible to
the public for a period of three years
from the initial date of posting on the
internet website. Such report shall in-
clude a section for NMS stocks—sepa-
rated by securities that are included in
the S&P 500 Index as of the first day of
that quarter and other NMS stocks—
and a separate section for NMS securi-
ties that are option contracts. Such re-
port shall be made available using the
most recent versions of the XML sche-
ma and the associated PDF renderer as
published on the Commission’s website
for all reports required by this section.
Each section in a report shall include
the following information:

(i) The percentage of total orders for
the section that were non-directed or-
ders, and the percentages of total non-
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directed orders for the section that
were market orders, marketable limit
orders, non-marketable limit orders,
and other orders;

(ii) The identity of the ten venues to
which the largest number of total non-
directed orders for the section were
routed for execution and of any venue
to which five percent or more of non-
directed orders were routed for execu-
tion, the percentage of total non-di-
rected orders for the section routed to
the venue, and the percentages of total
non-directed market orders, total non-
directed marketable 1limit orders, total
non-directed non-marketable limit or-
ders, and total non-directed other or-
ders for the section that were routed to
the venue;

(iii) For each venue identified pursu-
ant to paragraph (a)(1)(ii) of this sec-
tion, the net aggregate amount of any
payment for order flow received, pay-
ment from any profit-sharing relation-
ship received, transaction fees paid,
and transaction rebates received, both
as a total dollar amount and per share,
for each of the following non-directed
order types:

(A) Market orders;

(B) Marketable limit orders;

(C) Non-marketable limit orders; and

(D) Other orders.

(iv) A discussion of the material as-
pects of the broker’s or dealer’s rela-
tionship with each venue identified
pursuant to paragraph (a)(1)(ii) of this
section, including a description of any
arrangement for payment for order
flow and any profit-sharing relation-
ship and a description of any terms of
such arrangements, written or oral,
that may influence a broker’s or deal-
er’s order routing decision including,
among other things:

(A) Incentives for equaling or exceed-
ing an agreed upon order flow volume
threshold, such as additional payments
or a higher rate of payment;

(B) Disincentives for failing to meet
an agreed upon minimum order flow
threshold, such as lower payments or
the requirement to pay a fee;

(C) Volume-based tiered payment
schedules; and

(D) Agreements regarding the min-
imum amount of order flow that the
broker-dealer would send to a venue.
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(2) A broker or dealer shall make the
report required by paragraph (a)(l) of
this section publicly available within
one month after the end of the quarter
addressed in the report.

(b) Customer requests for information
on order routing. (1) Every broker or
dealer shall, on request of a customer,
disclose to its customer, for:

(i) Orders in NMS stocks that are
submitted on a held basis;

(ii) Orders in NMS stocks that are
submitted on a not held basis and the
broker or dealer is not required to pro-
vide the customer a report under para-
graph (b)(3) of this section; and

(iii) Orders in NMS securities that
are option contracts, the identity of
the venue to which the customer’s or-
ders were routed for execution in the
six months prior to the request, wheth-
er the orders were directed orders or
non-directed orders, and the time of
the transactions, if any, that resulted
from such orders. Such disclosure shall
be made available using the most re-
cent versions of the XML schema and
the associated PDF renderer as pub-
lished on the Commission’s website for
all reports required by this section.

(2) A broker or dealer shall notify
customers in writing at least annually
of the availability on request of the in-
formation specified in paragraph (b)(1)
of this section.

(3) Except as provided for in para-
graphs (b)(4) and (b) of this section,
every broker or dealer shall, on request
of a customer that places, directly or
indirectly, one or more orders in NMS
stocks that are submitted on a not held
basis with the broker or dealer, dis-
close to such customer within seven
business days of receiving the request,
a report on its handling of such orders
for that customer for the prior six
months by calendar month. Such re-
port shall be made available using the
most recent versions of the XML sche-
ma and the associated PDF renderer as
published on the Commission’s website
for all reports required by this section.
For purposes of such report, the han-
dling of a NMS stock order submitted
by a customer to a broker-dealer on a
not held basis includes the handling of
all child orders derived from that
order. Such report shall be divided into
two sections: One for directed orders
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and one for non-directed orders. Each
section of such report shall include,
with respect to such order flow sent by
the customer to the broker or dealer,
the total number of shares sent to the
broker or dealer by the customer dur-
ing the relevant period; the total num-
ber of shares executed by the broker or
dealer as principal for its own account;
the total number of orders exposed by
the broker or dealer through an action-
able indication of interest; and the
venue or venues to which orders were
exposed by the broker or dealer
through an actionable indication of in-
terest, provided that, where applicable,
a broker or dealer must disclose that it
exposed a customer’s order through an
actionable indication of interest to
other customers but need not disclose
the identity of such customers. Each
section of such report also shall in-
clude the following columns of infor-
mation for each venue to which the
broker or dealer routed such orders for
the customer, in the aggregate:

(i) Information on Order Routing.(A)
Total shares routed;

(B) Total shares routed marked im-
mediate or cancel;

(C) Total shares routed that were fur-
ther routable; and

(D) Average order size routed.

(ii) Information on Order Execution.
(A) Total shares executed;

(B) Fill rate (shares executed divided
by the shares routed);

(C) Average fill size;

(D) Average net execution fee or re-
bate (cents per 100 shares, specified to
four decimal places);

(E) Total number of shares executed
at the midpoint;

(F) Percentage of shares executed at
the midpoint;

(G) Total number of shares executed
that were priced on the side of the
spread more favorable to the order;

(H) Percentage of total shares exe-
cuted that were priced at the side of
the spread more favorable to the order;

(I) Total number of shares executed
that were priced on the side of the
spread less favorable to the order; and

(J) Percentage of total shares exe-
cuted that were priced on the side of
the spread less favorable to the order.

(iii) Information on Orders that Pro-
vided Liquidity. (A) Total number of
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