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Securities and Exchange Commission § 240.11Ac1–4

(c)(2)(i), (ii), (iv), (v) which shall be-
come effective on October 1, 1981.

(Secs. 2, 3, 6, 9, 10, 15, 17 and 23, Pub. L. 78–
291, 48 Stat. 881, 882, 885, 889, 891, 895, 897 and
901, as amended by secs. 2, 3, 4, 11, 14 and 18,
Pub. L. 94–29, 89 Stat. 97, 104, 121, 137 and 155
(15 U.S.C. 78b, 78c, 78f, 78i, 78j, 78o, 78g and
78w); sec. 15A, as added by sec. 1, Pub. L. 75–
719, 52 Stat. 1070, as amended by sec. 12, Pub.
L. 94–29, 89 Stat. 127 (15 U.S.C. 78–3); sec. 11A,
as added by sec. 7, Pub. L. 94–29, 89 Stat. 111
(15 U.S.C. 78k–l); 15 U.S.C. 78a et seq., as
amended by Pub. L. 94–29 (June 4, 1975) and
by Pub. L. 98–38 (June 6, 1983), particularly
secs. 11A, 15, 19 and 23 thereof (15 U.S.C. 78k–
1, 78o, 78s and 78w))

[45 FR 12405, Feb. 26, 1980, as amended at 46
FR 43962, Sept. 2, 1981; 48 FR 53691, Nov. 29,
1983]

§ 240.11Ac1–3 Customer account state-
ments.

(a) No broker or dealer acting as
agent for a customer may effect any
transaction in, induce or attempt to in-
duce the purchase or sale of, or direct
orders for purchase or sale of, any sub-
ject security as defined in § 240.11Ac1–2
or a security authorized for quotation
on an automated inter-dealer
quotation system that has the charac-
teristics set forth in section 17B of the
Act (15 U.S.C. 78q–2), unless such
broker or dealer informs such cus-
tomer, in writing, upon opening a new
account and on an annual basis there-
after, of the following:

(1) The broker’s or dealer’s policies
regarding receipt of payment for order
flow as defined in § 240.10b–10(e)(9), from
any broker or dealer, national securi-
ties exchange, registered securities as-
sociation, or exchange member to
which it routes customers’ orders for
execution, including a statement as to
whether any payment for order flow is
received for routing customer orders
and a detailed description of the nature
of the compensation received; and

(2) The broker’s or dealer’s policies
for determining where to route cus-
tomer orders that are the subject of
payment for order flow as defined in
§ 240.10b–10(e)(9) absent specific instruc-
tions from customers, including a de-
scription of the extent to which orders
can be executed prices superior to the
best bid or best offer as defined in
§ 240.11Ac1–2.

(b) Exemptions. The Commission,
upon request or upon its own motion,
may exempt by rule or by order, any
broker or dealer or any class of brokers
or dealers, security or class of securi-
ties from the requirements of para-
graph (a) of this section with respect to
any transaction or class of trans-
actions, either unconditionally or on
specified terms and conditions, if the
Commission determines that such ex-
emption is consistent with the pubic
interest and the protection of inves-
tors.

[59 FR 55012, Nov. 2, 1994]

§ 240.11Ac1–4 Display of customer
limit orders.

(a) Definitions. For purposes of this
section:

(1) The term association shall mean
any association of brokers and dealers
registered pursuant to Section 15A of
the Act (15 U.S.C. 78o–3).

(2) The terms best bid and best offer
shall have the meaning provided in
§ 240.11Ac1–1(a)(3).

(3) The terms bid and offer shall have
the meaning provided in § 240.11Ac1–
1(a)(4).

(4) The term block size shall mean any
order:

(i) Of at least 10,000 shares; or
(ii) For a quantity of stock having a

market value of at least $200,000.
(5) The term covered security shall

mean any ‘‘reported security’’ and any
other security for which a transaction
report, last sale data or quotation in-
formation is disseminated through an
automated quotation system as de-
scribed in section 3(a)(51)(A)(ii) of the
Act (15 U.S.C. 78c(a)(51)(A)(ii)).

(6) The term customer limit order shall
mean an order to buy or sell a covered
security at a specified price that is not
for the account of either a broker or
dealer; provided, however, That the
term customer limit order shall in-
clude an order transmitted by a broker
or dealer on behalf of a customer.

(7) The term electronic communications
network shall have the meaning pro-
vided in § 240.11Ac1–1(a)(8).

(8) The term exchange-traded security
shall have the meaning provided in
§ 240.11Ac1–1(a)(10).

(9) The term OTC market maker shall
mean any dealer who holds itself out as
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being willing to buy from and sell to
its customers, or otherwise, a covered
security for its own account on a reg-
ular or continuous basis otherwise
than on a national securities exchange
in amounts of less than block size.

(10) The term reported security means
any security or class of securities for
which transaction reports are col-
lected, processed, and made available
pursuant to an effective transaction re-
porting plan.

(b) Specialists and OTC market makers.
For all covered securities:

(1) Each member of an exchange that
is registered by that exchange as a spe-
cialist, or is authorized by that ex-
change to perform functions substan-
tially 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 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 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.

(c) Exceptions. The requirements in
paragraph (b) 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 an exchange or associa-
tion-sponsored system, or an electronic
communications network that com-
plies with the requirements of
§ 240.11Ac1–1(c)(5)(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.
(d) 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, exchange, or as-
sociation 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.

[61 FR 48331, Sept. 12, 1996, as amended at 65
FR 75462, Dec. 1, 2000]

§ 240.11Ac1–5 Disclosure of order exe-
cution information.

Preliminary Note: Section 240.11Ac1–5
requires market centers to make avail-
able standardized, monthly reports of
statistical information concerning
their order executions. This informa-
tion is presented in accordance with
uniform standards that are based on
broad assumptions about order execu-
tion and routing practices. The infor-
mation will provide a starting point to
promote visibility and competition on
the part of market centers and broker-

VerDate 11<MAY>2000 14:03 May 23, 2001 Jkt 194053 PO 00000 Frm 00086 Fmt 8010 Sfmt 8010 Y:\SGML\194053T.XXX pfrm13 PsN: 194053T


