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MEMORANDUM
TO: File No. S7-10-04
SEP 16 2004
FROM: Dan Gray
Division of Market Regulation OFFICE OF THE SECRETARY
DATE: September 16, 2004
RE: Meeting with Representatives of Ameritrade Holding Corporation

On September 9, 2004, Division of Market Regulation staff met with Phylis
Esposito, Bryce Engel, Steve Woodward, Christopher Nagy, and John Markle of
Ameritrade Holding Corporation. Also present were Joe Hall, counsel to Chairman
Donaldson, and Susan Ameel, counsel to Commissioner Atkins. The representatives of
Ameritrade discussed their views on the Regulation NMS proposals, as reflected in the
comment letter submitted by Ameritrade and in the attached hand-out.
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AMERITRADE A

Presentation to the Securities and Exchange Commission
September 9, 2004
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AMERITRADE

Agenda

> Introduction to Ameritrade & Our Retail Investor Clients
» Our Clients’ Trades and Marketplace Trades

> Live Trading Demonstration — From a client perspective
» NASDAQ
> NYSE
> AMEX

> What Ameritrade Clients Want

» Retail Investors and Regulation NMS

» NYSE Hybrid Model Proposal
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AMERITRADE

Introduction to Ameritrade & Our Clients

Low cost, fast and efficient trades

Founded in 1975; Pioneered discount and online brokerage for retail
investors; Headquarters in Omaha, Nebraska; Call Centers in Omaha and Ft.
Worth; Technology Centers in Omaha, Kansas City, Baltimore and Jersey City

Self-directed, self-service, independent online retail investors
Fastest growing segments: 25-30 and 55-60 year old investors

Approximately 3.49 million total client accounts from all 50 states *

$68 billion *
135,000 average client trades per day *

* As of July 2004. As to client accounts, all open client accounts (funded and unfunded) including approximately [.7 million accounts with a net liquidation value of
$2 000 or more, excluding clearing accounts.
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AMERITRADE

Our Clients’ Trades

NASDAQ market securities
> 63% of Ameritrade trades

NYSE listed market securities
> 32% of Ameritrade trades

AMEX listed market securities
> 5% of Ameritrade trades

Source: Ameritrade Data provided by Market Systems Inc. representing market orders for the month of J uly 2004. >

Ameritrade, inc., member NASD/SIPC. Ameritrade, Inc. is a subsidiary of Ameritrade Holding Corporation. Ameritrade and Ameritrade logo are trademarks or registered trademarks of 4
Ameritrade IP Company, Inc. (c) 2004 Ameritrade IP Company. Inc. All rights reserved. Used with permission.



AMERITRADE.

Marketplace Trades

NASDAQ market securities

- 87.8% of shares are executed at or better than the quoted price
- 2.8 seconds is the average execution time

NYSE market securities

- 78.8% of shares are executed at or better than the quoted price
- 13 seconds is the average execution time

AMEX market securities

- 83% of shares are executed at or better than the quoted price
- 17.4 seconds is the average execution time

Source: Public SEC 11Ac 1-5 data representing market orders from 100-1999 shares for July 2004, A

Ameritrade, Inc., member NASD/SIPC. Ameritrade, Inc. is a subsidiary of Ameritrade Holding Corporation. Ameritrade and Ameritrade logo are trademarks or registered trademarks of
Ameritrade IP Company, inc. (c) 2004 Ameritrade IP Company, Inc. All rights reserved. Used with permission.



AMERITRADE.

MSFT

Quotations
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Demo: AMEX Listed Order
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AMERITRADE

What Ameritrade Clients Want:

» Firm Quotes:
Our clients want the price they see

» Immediate Execution:
So they get the price they see

» Choice:

The right to choose for themselves
the market where they trade

A
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AMERITRADE

RETAIL INVESTORS AND REGULATION NMS

v Uniform, consistent trading.

v Quotes that are “real” - accessible and automated.
Answer: Automated Execution Alternative.

v Executions at price displayed.

v' No de minimis trade throughs.

v Competing market centers.

v Investor choice - where/how to route orders.

v No stepping ahead by professional traders using
sub-penny quotes.

v Low cost market data - public utility. Costs that
are transparent.
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AMERITRADE

NYSE HYBRID MARKET PROPOSAL

> Impacts Reg. NMS - must be carefully considered.
> Many important questions remain:

How does the retail investor benefit from interrupted electronic
trading? Does it provide enough certainty for investors?

Who has the authority to turn off auto-ex?
How often will auto-ex be turned off?

How often will the LRP be hit in today’s markets? Available
statistics?

How did NYSE derive the 5-9 cents sweep points?

Does the LRP lead to the trade through of other market center
limit orders?

What about the display of depth-of-book to retail investors?
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AMERITRADE

Conclusion

On behalf of Ameritrade, we thank you for meeting
with us and allowing us to present retail investors’
views concerning Regulation NMS.
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