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CVM RLP Program

Several key issues with the CVM RLP Program undermine transparency and competition. For
example, RLP orders are not sent to the central limit order book, have no pre-trade transparency, and
a broker only executes against its own customers’ orders. Accordingly, RLP orders are not assured of
receiving the best price available. Furthermore, segmenting RLP orders and insulating them from
competition in this manner fragments liquidity and results in worse outcomes for investors.

As another example, the current regulatory framework lacks sufficient transparency and disclosure
regarding execution quality that could enable investors to evaluate the execution performance provided
by their broker-dealers. While CVM requires brokers to publish monthly reports regarding RLP
Orders, this data is of limited value and does not afford investors the opportunity to evaluate their
brokers’ execution performance.

CVM Should Consider Reforms to Increase Competition, Transparency and Efficiency

Given the issues with the existing CVM RLP Program, it is not appropriate to expand it to additional
instruments at this time. Before proceeding, CVM should consider market and regulatory
enhancements to increase competition and efficiency under its existing program. For example, CVM
should consider requiring robust order execution disclosures similar to those required under the
Securities and Exchange Commission’s Rule 605. Facilitating the ability of the public to compare and
evaluate execution quality among different intermediaries is an important means of promoting vigorous
price competition and competition among intermediaries.

Even if CVM is able to improve its existing RLP Program, it should be cautious and deliberate before
expanding its RLP Program to additional instruments. Segmentation involves important trade-offs.
Market participants, like the members of the Associations, contribute to the health of markets by
providing robust and actionable liquidity on a consistent basis. This is only possible when a market is
fair, transparent and promotes robust competition.

If you have any questions, please do not hesitate to contact Piebe Teeboom at || o:
Joanna Mallers at |
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