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BACKGROUND AND JURISDICTION 

1. IMC registered with NYSE Arca on May 5, 2006.   

2. IMC is a proprietary trading firm that neither maintains customer accounts nor 

handles customer funds or securities.  Among other things, the Firm acts as Lead 

Market Maker (“LMM”) for securities listed on NYSE Arca.   

3. On September 4, 2020, the Firm submitted a clearly erroneous execution (“CEE”) 

petition with the Exchange, regarding the erroneous execution of 64 orders of 38,000 

shares in Symbol 1 (the “Erroneous Orders”).  After review, all executions were 

busted as erroneous.   

4. The Firm attributed the Erroneous Orders to a technical error related to data 

collection from a third-party data provider (the “Pricing Issue”).  The Firm received 

incorrect start of day valuation information from a third-party vendor.  As a result, 

the Firm used a stale reference price, which affected the basis for certain of its 

Market Access Rule controls, including the Firm’s price deviation control.   

5. Additionally, one of the Firm’s pre-trade controls, which would have prevented the 

Erroneous Orders from reaching NYSE Arca, was not functional at the time the 

Erroneous Orders were submitted.  

VIOLATIONS 

Rules at Issue 

6. Rule 15c3-5 requires, among other things, that a broker-dealer with market access 

document its system of risk management controls and supervisory procedures 

designed to manage the financial, regulatory, and other risks of market access.      

7. Rule 15c3-5(b) specifically requires broker-dealers with market access, or that 

provide a customer with market access, to “establish, document, and maintain a 

system of risk management controls and supervisory procedures reasonably designed 

to manage the financial, regulatory, and other risks of this business activity.”  The 

broker-dealer must preserve a copy of its supervisory procedures and “a written 

description of its risk management controls” as part of its books and records for the 

time period required by SEA Rule 17a-4(e)(7).1   

8. Rule 15c3-5(c)(1) requires firms that provide market access to establish risk 

management controls and supervisory procedures that are “reasonably designed to 

systematically limit the financial exposure of the broker or dealer that could arise as 

a result of market access.”  An important purpose of Rule 15c3-5 is to ensure that 

 

1 See 17 C.F.R. § 240.15c3-5(b), which by reference to Rule 17a-4(e)(7), requires a broker-dealer to maintain and 

preserve such description “until three years after the termination of the use of” the document.  See 17 C.F.R. § 

240.17a-4(e)(7).   
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