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7 17 CFR 200.30–3(a)(12) (1994).
1 15 U.S.C. 78s(b)(1) (1988).
2 Commission Note: The NASD’s use of the term

‘‘price improvement’’ in this proposal differs from
the use of the term in recent Commission releases.
Specifically, the Commission has used the term
when referring to the opportunity to receive a price
that is superior to best bid or offer. See, e.g., 17 CFR
11Ac1–3(a)(2); Securities Exchange Act Release No.
34902 (Oct. 27, 1994), 59 FR 55006 (Nov. 2, 1994)
at text accompanying n. 32. The NASD’s use of the
term in this proposal, on the other hand, refers to
the opportunity to receive a price that is better than
the best market maker quotation, which may not be
the best bid or offer to the extent NAqcess limit
orders are included. In its recent rule proposal
concerning the obligations of market makers
executing customer orders, the Commission asked
for comment on whether automated systems that
include the possibility of the interaction of market
orders with limit orders should be deemed to satisfy
the proposal’s requirement that market orders be
provided with an opportunity for price

improvement. Securities Exchange Act Release No.
36310 (Sept. 29, 1995), 60 FR 52792 (Oct. 10, 1995).

15 and should be submitted by
December 29, 1995.

For the Commission by the Division of
Market Regulation, pursuant to delegated
authority.7

Margaret H. McFarland,
Deputy Secretary.
[FR Doc. 95–29917 Filed 12–7–95; 8:45 am]
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Self-Regulatory Organizations; Notice
of Filing of Proposed Rule Change by
National Association of Securities
Dealers, Inc. Relating to NAqcess
System and Accompanying Rules of
Fair Practice

December 1, 1995.
Pursuant to Section 19(b)(1) of the

Securities Exchange Act of 1934
(‘‘Act’’),1 notice is hereby given that on
November 9, 1995, the National
Association of Securities Dealers, Inc.
(‘‘NASD’’ or ‘‘Association’’) filed with
the Securities and Exchange
Commission (‘‘SEC’’ or ‘‘Commission’’)
the proposed rule change as described
in Items I, II and III below, which Items
have been prepared by the NASD. The
Commission is publishing this notice to
solicit comments on the proposed rule
change from interested persons.

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

Pursuant to Section 19(b)(1) of the
Act, attached as Exhibit A is the full text
of a series of proposed rule changes by
the NASD and The Nasdaq Stock
Market, Inc. (‘‘Nasdaq’’) regarding the
operation of The Nasdaq Stock Market’s
NAqcess system, a new system that
offers nationwide limit order protection
and price improvement 2 over the dealer

quotation of small-sized customer
orders. The ‘‘Rules of Operation and
Procedures for NAqcess’’ (‘‘NAqcess
Rules’’) will replace in its entirety the
‘‘Rules of Practice and Procedures for
the Small Order Execution System’’
(‘‘SOES Rules’’), which the NASD
proposes to withdraw simultaneously
with the new system becoming
operational. The NAqcess system rules
package attached in Exhibit A is new
and accordingly has not been italicized.
The NASD is also proposing several
new Interpretations and a new Rule in
its Rules of Fair Practice to afford
individual investors the opportunity to
determine whether their orders are to be
handled in NAqcess and to provide
customer limit orders held in NAqcess
or elsewhere with enhanced price
protection (Exhibit B). The NASD is also
proposing conforming modifications to
the NASD Manual, including the Rules
of Practice and Procedure for the
Automated Confirmation Transaction
Service (‘‘ACT Rules’’) and Schedule D
to the NASD By-Laws (and all other
places in the Manual that refer to SOES)
to delete references to SOES and/or the
SOES Rules and to replace those
references with NAqcess and/or the
NAqcess Rules, as appropriate. These
references may be found in the ACT
Rules, Section (c)(2); in Schedule D, Part
V, Section (1)(f), Section (7)(a), Section
(8)(c), and Section (9); and Schedule D,
Part XI, Section (2)(e)(1).

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

In its filing with the Commission, the
NASD included statements concerning
the purpose of and basis for the
proposed rule change and discussed any
comments it received on the proposed
rule change. The text of these statements
may be examined at the places specified
in Item IV below. The NASD has
prepared summaries, set forth in
Sections (A), (B), and (C) below, of the
most significant aspects of such
statements.

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

1. Introduction
The NASD and The Nasdaq Stock

Market, Inc. are proposing rules of
operation and procedure and
companion rules for a new service that
provides investors market-wide price
protection of their limit orders, the

opportunity to obtain price
improvement over the dealer quotation
in buying and selling Nasdaq stocks,
and increased access to the Nasdaq
market. The new facility, to be named
NAqcess and operated by The Nasdaq
Stock Market, will permit significant
opportunity for investors in Nasdaq
securities to enter limit orders inside the
Nasdaq dealer quotation and enhance
the opportunity for such investors to
receive executions between the best
dealer bid and offer without such orders
interacting with market makers. The
limit orders at the top of the NAqcess
limit order file that are the same as or
better than the best dealer quotations
will be included in the inside market for
The Nasdaq Stock Market, thereby
providing new levels of transparency,
increased price efficiency, and greater
investor protection. Further, the
companion rule and Interpretations
accompanying the new system will
provide retail customers with enhanced
price protection of their limit orders, a
significant expansion over current limit
order protection afforded to customers
in the Nasdaq market. Finally, NAqcess
will provide customers that choose to
enter market orders into the system with
the opportunity to obtain price
improvement over the dealer quotation
through interaction with customer limit
orders in the NAqcess file and will
provide a prompt, cost-effective
execution at the best price available in
the market at any particular point in
time.

NAqcess and the accompanying new
Rules of Fair Practice provide multiple
benefits to retail investors that were
heretofore unavailable to such investors.
A key feature of NAqcess that is a
significant enhancement over current
practices in Nasdaq is the ability of
investors to have limit orders placed in
a central file where they can interact
directly with other customer limit
orders and market orders entered into
the system. Under a proposed new
Interpretation to Article III, Section 1 of
the Rules of Fair Practice, a customer
may instruct its broker-dealer to enter
the customer’s limit order or market
order into NAqcess. Moreover, NAqcess
will provide increased transparency of
the best priced limit orders in NAqcess
because Nasdaq will incorporate into
the Nasdaq inside market limit orders
that are priced the same as or better than
the best dealer bid and offer displayed
in Nasdaq, and their aggregate sizes in
a particular security. This increased
transparency will enhance the Nasdaq
price discovery process. NAqcess will
match incoming limit and market orders
against limit orders resident in the


