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similar functions) or employees in 
common with the broker or dealer who 
can influence the activities of research 
analysts or the content of research re-
ports and, if so, the identity of those 
persons. 

§ 242.505 Exclusion for news media. 
No provision of this Regulation AC 

shall apply to any person who: 
(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) 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. 

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

(3) 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. 

(4) 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)(3) 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. 

(5) 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 
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. 

(6) 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 
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