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shall be matched against the incoming
market order.

(b) If there is no limit order residing
in NAqcess that has been consolidated
in the inside market on the opposite
side of the market from the market
order, each market order will be
assigned to a market maker at the inside
market and will be executed against the
next available market maker at the
current inside market after a display
period of 15-seconds. The market maker
to which a market order is displayed
may decline the market order within the
15-second period if the market maker
has contemporaneously executed
another transaction and is in the process
of updating its quotation pursuant to
SEC Rule 11Ac1–1. If a market order or
a marketable limit order is declined by
a market maker, the order is returned to
the system for distribution to the next
available market maker. If that market
maker is at the same price level as the
first market maker who declined the
order, the second market maker has 15
seconds to react to the order. If the
originally declined order is re-presented
to a market maker at a price level
different from its original
presentation(s), the order is
automatically executed at that price
level without any market maker ability
to decline.

(c) If the NAqcess limit order file does
not have any executable limit orders at
the time a directed market order is
entered, directed market orders will be
automatically executed against the
directed order market maker without a
15-second decline capability. Directed
limit orders that are not matched by
incoming limit or market orders will be
automatically executed against the
directed order market maker when the
inside market is changed to match the
directed limit order price. Directed odd-
lot orders (orders of less than 100
shares) that are market orders or
marketable limit orders also will be
automatically executed against the
directed order market maker. Non-
directed odd-lot orders that are market
orders or marketable limit orders will be
automatically executed against the next
available market maker at the current
inside market. An odd-lot limit orders
that is not executable at time of entry
will be stored and executed against the
best dealer bid or offer, as the case may
be, when such quotation reaches the
limit order price.

6. Entry and Execution of A
Marketable Limit Order: Marketable
limit orders that meet the maximum
market order size requirements will be
accepted and treated as market orders.
Marketable limit orders greater than the
maximum market order size will be

returned to the order entry firm for
handling outside of NAqcess.

7. NAqcess Opening Procedures:
NAqcess will permit the entry of limit
orders and market orders outside of
normal market hours, except that market
orders will not be accepted between
4:00 and 6:00 p.m. Orders entered at
such times will not be executed but will
be stored for matching and execution at
the next market opening. NAqcess
permits the entry of such orders
between 4:01 p.m. to 6:00 p.m. and 8:00
a.m. to 9:28 a.m. (Orders entered from
9:28 to 9:30 will be stored and handled
according to normal market procedures
after the opening procedures are
concluded.)

Matching and execution at the
NAqcess opening will occur according
to the following procedures:

At 9:28 a.m., NAqcess will stop
accepting orders for execution in the
NAqcess file for opening purposes. At
9:30 a.m., NAqcess will commence
execution procedures for opening orders
in NAqcess by first ranking and
matching limit orders in NAqcess in
sequence of the highest price buy order
against the lowest price sell order.
When all available limit orders are
matched and executed, market orders on
a time priority basis will be matched
and executed against any remaining
limit orders in the NAqcess file within
the inside quotation at the limit order
price(s). Any remaining market limit
orders will be stored in the NAqcess
file. Any remaining orders will be
subject to normal order execution
processes.

VI. Clearance and Settlement
All transactions executed in NAqcess

shall be transmitted to the National
Securities Clearing Corporation to be
cleared and settled through a registered
clearing agency using a continuous net
settlement system.

VII. Obligation to Honor System Trades
If a trade reported by a NAqcess

participant, or clearing member acting
on its behalf, is reported by NAqcess to
clearing at the close of any trading day,
or shown by the activity reports
generated by NAqcess as constituting a
side of a NAqcess trade, such NAqcess
participant, or clearing member acting
on its behalf, shall honor such trade on
the scheduled settlement date.

VIII. Compliance With Procedures and
Rules

Failure of a NAqcess participant or
person associated with a NAqcess
participant to comply with any of the
rules or requirements of NAqcess may
be considered conduct inconsistent with

high standards of commercial honor and
just and equitable principles of trade, in
violation of Article III, Section 1 of the
Rules of Fair Practice. No member shall
effect a NAqcess transaction for the
account of a customer, or for its own
account, indirectly or through the
offices of a third party, for the purpose
of avoiding the application of these
rules. Members are precluded from
doing indirectly what is directly
prohibited by these rules. All entries in
NAqcess shall be made in accordance
with the procedures and requirements
set forth in the NAqcess User Guide.
Failure by a NAqcess participant to
comply with any of the rules or
requirements applicable to NAqcess
shall subject such NAqcess participant
to censure, fine, suspension or
revocation of its registration as a
NAqcess market maker and/or order
entry firm or any other fitting penalty
under the Rules of Fair Practice of the
Association.

IX. Termination of NAqcess Service
The Association may, upon notice,

terminate NAqcess service to a
participant in the event that a
participant fails to abide by any of the
rules or operating procedures of the
NAqcess service or the Association, or
fails to pay promptly for services
rendered.

Exhibit B—Interpretations Related to
Member Firm Responsibilities
Regarding Orders in NAqcess

In its efforts to maximize the
protection of investors and to enhance
the quality of the marketplace, the
NASD and The Nasdaq Stock Market,
Inc. have developed a nationwide limit
order protection, price improvement,
and market order handling facility of
The Nasdaq Stock Market. This
nationwide facility is herein referred to
as ‘‘NAqcess’’.

The NASD Board of Governors is
issuing these Interpretations to the
Rules of Fair Practice to provide: (1)
Customers the right to have their orders
entered and protected in NAqcess; and
(2) member firm provision of equivalent
protection for limit orders held in a
member firm’s proprietary limit order
system. These Interpretations are based
upon a member firm’s obligation to
provide best execution to customer
orders under Article III, Section 1 of the
Rules of Fair Practice and a member
firm’s obligations in dealing with
customers as principal or agent to buy
and sell at fair prices and charge
reasonable commissions or service
charges under Article III, Section 4 of
the Rules of Fair Practice. Accordingly,
it shall be deemed a violation of Article


