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By the Commission.
Erica A. Barker,
Secretary.
[FR Doc. 2022—07817 Filed 4-12-22; 8:45 am]
BILLING CODE 7710-FW-P

SECURITIES AND EXCHANGE
COMMISSION

[Release No. 34-94644]

Order Making Fiscal Year 2022 Annual
Adjustments to Transaction Fee Rates

I. Background

Section 31 of the Securities Exchange
Act of 1934 (“Exchange Act”’) requires
each national securities exchange and
national securities association to pay
transaction fees to the Commission.?
Specifically, Section 31(b) requires each
national securities exchange to pay to
the Commission fees based on the
aggregate dollar amount of sales of
certain securities (‘“‘covered sales”)
transacted on the exchange.2 Section
31(c) requires each national securities
association to pay to the Commission
fees based on the aggregate dollar
amount of covered sales transacted by or
through any member of the association
other than on an exchange.?

Section 31 of the Exchange Act
requires the Commission to annually
adjust the fee rates applicable under
Sections 31(b) and (c) to a uniform
adjusted rate.* Specifically, the
Commission must adjust the fee rates to
a uniform adjusted rate that is
reasonably likely to produce aggregate
fee collections (including assessments
on security futures transactions) equal
to the regular appropriation to the
Commission for the applicable fiscal
year.®

The Commission is required to
publish notice of the new fee rates
under Section 31 not later than 30 days
after the date on which an Act making
a regular appropriation for the
applicable fiscal year is enacted.®¢ On
March 15, 2022, the President signed
into law the Consolidated

115 U.S.C. 78ee.

215 U.S.C. 78ee(b).

315 U.S.C. 78ee(c).

4]n some circumstances, the SEC also must make
a mid-year adjustment to the fee rates applicable
under Sections 31(b) and (c).

515 U.S.C. 78ee(j)(1) (the Commission must
adjust the rates under Sections 31(b) and (c) to a
“uniform adjusted rate that, when applied to the
baseline estimate of the aggregate dollar amount of
sales for such fiscal year, is reasonably likely to
produce aggregate fee collections under [section 31]
(including assessments collected under [Section
31(d)]) that are equal to the regular appropriation
to the Commission by Congress for such fiscal
year.”).

615 U.S.C. 78ee(g).

Appropriations Act, 2022, which
includes total appropriations of
$1,999,663,000 to the SEC for fiscal year
2022.

II. Fiscal Year 2022 Annual Adjustment
to the Fee Rate

The new fee rate is determined by (1)
subtracting the sum of fees estimated to
be collected prior to the effective date of
the new fee rate 7 and estimated
assessments on security futures
transactions to be collected under
Section 31(d) of the Exchange Act for all
of fiscal year 2022 8 from an amount
equal to the regular appropriation to the
Commission for fiscal year 2022, and (2)
dividing by the estimated aggregate
dollar amount of covered sales for the
remainder of the fiscal year following
the effective date of the new fee rate.®

As noted above, the Consolidated
Appropriations Act, 2022, includes total
appropriations of $1,999,663,000 to the
Commission for fiscal year 2022.1° The
Commission estimates that it will
collect $643,763,663 in fees for the
period prior to the effective date of the
new fee rate and $0 in assessments on
round turn transactions in security
futures products during all of fiscal year
2022. Using the methodology described
in Appendix A, the Commission

7 The sum of fees to be collected prior to the
effective date of the new fee rate is determined by
applying the current fee rate to the dollar amount
of covered sales prior to the effective date of the
new fee rate. The exchanges and FINRA have
provided data on the dollar amount of covered sales
through February, 2022. To calculate the dollar
amount of covered sales from March, 2022 to the
effective date of the new fee rate, the Commission
is using the same methodology it used in fiscal year
2020. This methodology is described in Appendix
A of this order.

8 Currently, security futures do not trade on any
market, therefore the Commission has not collected
any assessments for transactions in security futures.
Accordingly, the forecast for the assessments for all
of fiscal year 2022 for single stock futures is zero.

9To estimate the aggregate dollar amount of
covered sales for the remainder of fiscal year 2022
following the effective date of the new fee rate, the
Commission is using the same methodology it used
previously. This methodology is described in
Appendix A of this order.

10 The President signed into law the
“Consolidated Appropriations Act, 2022” on March
15, 2022. This legislation included an appropriation
of $1,988,550,000 to the SEC for fiscal year 2022
operations. The Act further directed that “[i]n
addition to the foregoing appropriation, for move,
replication, and related costs associated with a
replacement lease for the Commission’s Fort Worth
Regional Office facilities, not to exceed $6,746,000,
to remain available until expended; and for move,
replication, and related costs associated with a
replacement lease for the Commission’s San
Francisco Regional Office facilities, not to exceed
$4,367,000, to remain available until expended.”
The sum of these three amounts is $1,999,663,000.
Finally, the Act further directed that “for purposes
of calculating the fee rate under section 31(j) . . .
all amounts appropriated under this heading shall
be deemed to be the regular appropriation to the
Commission for fiscal year 2022.”

estimates that the aggregate dollar
amount of covered sales for the
remainder of fiscal year 2022 to be
$59,331,516,269,025.

The uniform adjusted rate is
computed by dividing the residual fees
to be collected of $1,355,899,337 by the
estimated aggregate dollar amount of
covered sales for the remainder of fiscal
year 2022 of $59,331,516,269,025; this
results in a uniform adjusted rate for
fiscal year 2022 of $22.90 per million.1?

II1. Effective Date of the Uniform
Adjusted Rate

Under Section 31(j)(4)(A) of the
Exchange Act, the fiscal year 2022
annual adjustments to the fee rates
applicable under Sections 31(b) and (c)
of the Exchange Act shall take effect on
the later of October 1, 2021, or 60 days
after the date on which a regular
appropriation to the Commission for
fiscal year 2022 is enacted.?2 The
regular appropriation to the
Commission for fiscal year 2022 was
enacted on March 15, 2022, and
accordingly, the new fee rates
applicable under Sections 31(b) and (c)
of the Exchange Act will take effect on
May 14, 2022.

IV. Conclusion

Accordingly, pursuant to Section 31
of the Exchange Act,

It is hereby ordered that the fee rates
applicable under sections 31(b) and (c)
of the Exchange Act shall be $22.90 per
$1,000,000 effective on May 14, 2022.

By the Commission.
Dated: April 8, 2022.
Jill M. Peterson,

Assistant Secretary.

APPENDIX A

This appendix provides the
methodology for determining the annual
adjustment to the fee rates applicable
under Sections 31(b) and (c) of the
Exchange Act for fiscal year 2022.
Section 31 of the Exchange Act requires
the fee rates to be adjusted so that it is
reasonably likely that the Commission
will collect aggregate fees equal to its
regular appropriation for fiscal year
2022.

To make the adjustment, the
Commission must project the aggregate
dollar amount of covered sales of
securities on the securities exchanges
and certain over-the-counter (“OTC”)
markets over the course of the year. The
fee rate equals the ratio of the

11 Appendix A shows the process of calculating
the fiscal year 2022 annual adjustment and includes
the data used by the Commission in making this
adjustment.

1215 U.S.C. 78ee(j)(4)(A).
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Commission’s regular appropriation for
fiscal year 2022 (less the sum of fees to
be collected during fiscal year 2022
prior to the effective date of the new fee
rate and aggregate assessments on
security futures transactions during all
of fiscal year 2022) to the estimated
aggregate dollar amount of covered sales
for the remainder of the fiscal year
following the effective date of the new
fee rate.

For 2022, the Commission has
estimated the aggregate dollar amount of
covered sales by projecting forward the
trend established in the previous
decade. More specifically, the dollar
amount of covered sales was forecasted
for months subsequent to February
2022, the last month for which the
Commission has data on the dollar
volume of covered sales.13

The following sections describe this
process in detail.

A. Baseline Estimate of the Aggregate
Dollar Amount of Covered Sales for
Fiscal Year 2022

First, calculate the average daily
dollar amount of covered sales (“ADS”’)
for each month in the sample (August
2011-February 2022). The monthly total
dollar amount of covered sales
(exchange plus certain OTC markets) is
presented in column C of Table A.

The model forecasts the monthly
moving average of the average daily
dollar amount of covered sales. Each
month’s average daily dollar amount of
covered sales is calculated by dividing
the total covered sales for that month
(column C of Table A) by the number of
trading days for that month (column B
of Table A). These amounts are shown
in column D of Table A. The moving
average will span the same number of
months required to be forecast for the
remainder of the fiscal year. The trailing
moving average used in the forecast
model is presented in column E of Table
A.

To capture the recent trends in the
monthly changes in the moving
averages, calculate the 1-month and 2-
month lags of the trailing moving
average shown in column E in Table A.
These amounts are shown in columns F
and G, respectively, of Table A.

13To determine the availability of data, the
Commission compares the date of the appropriation
with the date the transaction data are due from the
exchanges (10 business days after the end of the
month). If the business day following the date of the
appropriation is equal to or subsequent to the date
the data are due from the exchanges, the
Commission uses these data. The appropriation was
signed on March 15, 2022. The first business day
after this date was March 16, 2022. Data for
February were due from the exchanges on March
14, 2022. As a result, the Commission used
February 2022 and earlier data to forecast volume
for March 2022 and later months.

Next, model the monthly trailing
moving average of ADS as function of a
constant term and the two lagged
trailing moving averages using the
ordinary least squares technique.

Use the estimated model to forecast
the trailing moving average of ADS of
the first month after the last available
monthly data. Estimate the trailing
moving average of the second month
using the forecasted value of the first
month and the actual value of the
month before that. Similarly, estimate
the trailing moving average of the third
month using the forecasted values of the
two previous months. Continue in this
fashion until the end of the fiscal year.

The estimate of the trailing moving
average ADS for the last applicable
month in the fiscal year is a prediction
of the moving average for those months
that need to be predicted. This estimate
is used as the predicted value of ADS
for each month in the forecast period; to
obtain the forecast total covered sales
for each month, multiply the predicted
ADS by the number of days in each
month.

The following is a more formal
(mathematical) description of the
procedure:

1. Begin with the monthly data for
total dollar volume of covered sales
(column C). The sample spans ten years,
from August 2011-February 2022.14
Divide each month’s total dollar volume
by the number of trading days in that
month (column B) to obtain the average
daily dollar volume (ADS, column D).

2. For each month ¢, calculate the 6-
month trailing moving average of ADS
(shown in column E). For example, the
value for January, 2012 is the average of
the 6 months ending in January, 2012,
or August 2011 through January 2012
inclusive.

3. Galculate the 1-month and 2-month
lags of the trailing moving average. For
example, the 1-month lag of the 6-
month trailing moving average for
February, 2012 is equal to the 6-month
trailing moving average for January,
2012. The 2-month lag of the 6-month
trailing moving average for March, 2012
is equal to the 6-month trailing moving
average for January 2012. These are
shown in columns F and G.

4. Estimate the model using ordinary
least squares:

Y=o+ Bl_Vt»l + B> Yi2 + Ut

Where y; is the 6-month trailing moving
average of the average daily sales for
month t, and yi; and yi, are the 1-month

14 Because the model uses a two period lag in the
6-month trailing moving average of average daily
covered sales, seven additional months of data are
added to the table so that the model is estimated
with 120 observations.

and 2-month lags of y; and u,
representing the error term for month t.
The model can be estimated using
standard commercially available
software. The estimated parameter
values are a = — 367,840,831, b, =
+1.635496, b, = —0.629751. The root-
mean squared error (RMSE) of the
regression is 10,477,301,062.

5. The predicted value of the 6-month
trailing moving average of the last
month to be forecast represents the final
forecast of covered sales for the entire
prediction period. This value is shown
in column H. This represents the
prediction for August of 2022. To
calculate this value from the model
above, one needs the 1-month and 2-
month lag of the 6-month trailing
moving average ADS, i.e., the 6-month
trailing moving average for June and
July. The 6-month trailing moving
average for July is obtained by using the
1-month and 2-month lags for July, that
is, the 6-month trailing moving averages
for June and May. To arrive at all the
necessary inputs, one begins with the
first month to be forecast, in this case,
March 2022, and iterates predictions
forward until the last month is
predicted. One then multiplies the final
predicted 6-month trailing moving
average ADS by the number of days in
each month to arrive at the forecast total
dollar amount of covered sales. This is
shown in column I.

6. For example, for March 2022, using
the a, by, and b, parameter estimates
shown above, along with the 1-month
and two-month lags in the 6-month
trailing moving average ADS
(representing the 6-month trailing
moving average ADS for January and
February 2022, respectively), one can
estimate the forecast 6-month trailing
moving average ADS for March:
—367,840,831 + (1.635496 x
681,912,575,789) + (—0.629751 x
641,935,586,835) = 710,637,605,562.

7. With the estimated 6-month trailing
moving average ADS for March 2022
calculated above, one can estimate the
6-month trailing moving average ADS
for April, 2022. The estimate obtained
from March becomes the 1-month lag for
April, and the 1-month lag used in the
March forecast becomes the 2-month lag
for the April forecast. Thus, the
predicted 6-month trailing moving
average ADS for April 2022 is calculated
as: —367,840,831 + (1.635496 X
710,637,605,562) + (-0.629751 X
681,912,575,789) = 732,441,711,767.

8. Using the forecasts for March and
April, one can estimate the value for
May. Repeat this procedure for
subsequent months, until the estimate
for August 2022 is obtained. This value
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is 791,086,883,587.15 This value is then
used to calculate the final forecast total
monthly covered sales for all 6 months
from March 2022 through August 2022.
9. To obtain the estimate of total

monthly covered sales for each month,
multiply the number of trading days in
the month, shown in column B in Table
A, by the final forecast 6-month trailing
moving average ADS, shown in column
H of Table A. This product is shown in
column I of Table A, and these figures
are used to calculate the new fee rate.

B. Using the Forecasts From A To
Calculate the New Fee Rate

1. Use Table A to estimate fees
collected for the period September 1,
2021 through May 13, 2022. The
projected aggregate dollar amount of
covered sales for this period is
$126,228,169,296,551. Actual and
projected fee collections at the current
fee rate of $5.10 per million are
$643,763,663.

2. Estimate the amount of assessments
on security futures products collected
from September 1, 2021 through August
31, 2022. The only entity reporting
assessable security futures products
ceased operations in September, 2020.16
Consequently, the estimated amount of
assessments on security futures
products collected from September 2021
through August 2022 is zero.

15 One obtains insignificantly different values
using the rounded parameter estimates shown
above. The predicted ADS values displayed above
represents the full precision estimate.

16 Currently, security futures do not trade on any
market, therefore the Commission has not collected
any assessments for transactions in security futures.
Accordingly, the forecast for the assessments for all
of fiscal year 2022 for single stock futures is zero.

3. Subtract the amount $643,763,663
from the target off-setting collection
amount set by Congress of
$1,999,663,000, leaving $1,355,899,337
to be collected on dollar volume for the
period May 14, 2022 through August 31,
2022.

4. Use Table A to estimate dollar
volume for the period May 14, 2022
through August 31, 2022. The estimate
is $59,331,516,269,025. Finally,
compute the fee rate required to
produce the additional $1,355,899,337
in revenue. This rate is $1,355,899,337
divided by $59,331,516,269,025 or
0.00002285293.

5. Round the result to the seventh
decimal point, yielding a rate of
0.0000229 (or $22.90 per million).

This table summarizes the estimates
of the aggregate dollar amount of
covered sales, by time period. The
figures in this table can be used to
determine the new fee rate.

Table A. Baseline estimate of the aggregate dollar amount of sales.

Fee rate calculation.

118,317,300

=

a. Baseline estimate of the aggregate dollar amount of sales, 09/01/2021 to 04/30/2022 ($Mill
b. Baseline estimate of the aggregate dollar amount of sales, 05/01/2022 to 05/13/2022 ($Mi
c. Baseline estimate of the aggregate dollar amount of sales, 05/14/2022 to 05/31/2022 ($Milli
d. Baseline estimate of the aggregate dollar amount of sales, 06/01/2022 to 08/31/2022 ($Milli
e. Estimated collections in assessments on security futures products in fiscal year 2022 ($Mill

f. Implied fee rate (($1,999,663,000 - $5.10*(a+b) - €) / (c+d)

7,910,869
8,701,956
50,629,561

~
2
=}

e

ons)

ons)

=

0.000
$22.90

=
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[FR Doc. 2022—07881 Filed 4-12—22; 8:45 am]
BILLING CODE 8011-01-P

SECURITIES AND EXCHANGE
COMMISSION

[Release No. 34-94638; File No. SR—
NYSENAT-2022-05]

Self-Regulatory Organizations; NYSE
National, Inc.; Notice of Filing and
Immediate Effectiveness of Proposed
Rule Change To Extend the Current
Pilot Program Related to Rule 7.10

April 7, 2022.

Pursuant to Section 19(b)(1) ? of the
Securities Exchange Act of 1934 (the
“Act”) 2 and Rule 19b—4 thereunder,3
notice is hereby given that on April 5,
2022, NYSE National, Inc. (“NYSE
National” or the “Exchange”) filed with
the Securities and Exchange
Commission (the “Commission”) the
proposed rule change as described in
Items I and II below, which Items have
been prepared by the self-regulatory
organization. The Commission is
publishing this notice to solicit
comments on the proposed rule change
from interested persons.

I. Self-Regulatory Organization’s
Statement of the Terms of Substance of
the Proposed Rule Change

The Exchange proposes to extend the
current pilot program related to Rule
7.10 (Clearly Erroneous Executions) to
the close of business on July 20, 2022.
The proposed rule change is available
on the Exchange’s website at
www.nyse.com, at the principal office of
the Exchange, and at the Commission’s
Public Reference Room.

II. Self-Regulatory Organization’s
Statement of the Purpose of, and
Statutory Basis for, the Proposed Rule
Change

In its filing with the Commission, the
self-regulatory organization included
statements concerning the purpose of,
and basis for, the proposed rule change
and discussed any comments it received
on the proposed rule change. The text
of those statements may be examined at
the places specified in Item IV below.
The Exchange has prepared summaries,
set forth in sections A, B, and C below,
of the most significant parts of such
statements.

115 U.S.C. 78s(b)(1).
215 U.S.C. 78a.
317 CFR 240.19b—4.

A. Self-Regulatory Organization’s
Statement of the Purpose of, and the
Statutory Basis for, the Proposed Rule
Change

1. Purpose

The purpose of the proposed rule
change is to extend the current pilot
program related to Rule 7.10 (Clearly
Erroneous Executions) to the close of
business on July 20, 2022. The pilot
program is currently due to expire on
April 20, 2022.

On September 10, 2010, the
Commission approved, on a pilot basis,
changes to Rule 11.19 (Clearly
Erroneous Executions) that, among other
things: (i) Provided for uniform
treatment of clearly erroneous execution
reviews in multi-stock events involving
twenty or more securities; and (ii)
reduced the ability of the Exchange to
deviate from the objective standards set
forth in the rule.4 In 2013, the Exchange
adopted a provision designed to address
the operation of the Plan.5 Finally, in
2014, the Exchange adopted two
additional provisions providing that: (i)
A series of transactions in a particular
security on one or more trading days
may be viewed as one event if all such
transactions were effected based on the
same fundamentally incorrect or grossly
misinterpreted issuance information
resulting in a severe valuation error for
all such transactions; and (ii) in the
event of any disruption or malfunction
in the operation of the electronic
communications and trading facilities of
an Exchange, another SRO, or
responsible single plan processor in
connection with the transmittal or
receipt of a trading halt, an Officer,
acting on his or her own motion, shall
nullify any transaction that occurs after
a trading halt has been declared by the
primary listing market for a security and
before such trading halt has officially
ended according to the primary listing
market.6 Rule 11.19 is no longer
applicable to any securities that trade on
the Exchange and has been replaced
with Rule 7.10, which is substantively
identical to Rule 11.19.7

These changes were originally
scheduled to operate for a pilot period
to coincide with the pilot period for the
Plan to Address Extraordinary Market

4 See Securities Exchange Act Release No. 62886
(Sept. 10, 2010), 75 FR 56613 (Sept. 16, 2010) (SR—
NSX-2010-07).

5 See Securities Exchange Act Release No. 68803
(Feb. 1, 2013), 78 FR 9078 (Feb. 7, 2013) (SR-NSX—
2013-06).

6 See Securities Exchange Act Release No. 72434
(June 19, 2014), 79 FR 36110 (June 25, 2014) (SR—
NSX-2014-08).

7 See Securities Exchange Act Release No. 83289
(May 17, 2018), 83 FR 23968 (May 23, 2018) (SR—
NYSENAT-2018-02).

Volatility (the “Limit Up-Limit Down
Plan” or “LULD Plan”),8 including any
extensions to the pilot period for the
LULD Plan.? In April 2019, the
Commission approved an amendment to
the LULD Plan for it to operate on a
permanent, rather than pilot, basis.10 In
light of that change, the Exchange
amended Rule 7.10 to untie the pilot
program’s effectiveness from that of the
LULD Plan and to extend the pilot’s
effectiveness to the close of business on
October 18, 2019.11 The Exchange later
amended Rule 7.10 to extend the pilot’s
effectiveness to the close of business on
April 20, 2020,2 October 20, 2020,13
April 20, 2021,14 October 20, 2021,15
and April 20, 2022.16

The Exchange now proposes to amend
Rule 7.10 to extend the pilot’s
effectiveness for a further three months
to the close of business on July 20, 2022.
If the pilot period is not either extended,
replaced or approved as permanent, the
prior versions of paragraphs (c), (e)(2),
(f), and (g) as described in former Rule
11.19 will be in effect, and the
provisions of paragraphs (i) through (k)
shall be null and void.1” In such an
event, the remaining sections of Rule
7.10 would continue to apply to all
transactions executed on the Exchange.
The Exchange understands that the
other national securities exchanges and
Financial Industry Regulatory Authority
(“FINRA”’) will also file similar
proposals to extend their respective
clearly erroneous execution pilot
programs, the substance of which are
identical to Rule 7.10.

The Exchange does not propose any
additional changes to Rule 7.10.

8 See Securities Exchange Act Release No. 67091
(May 31, 2012), 77 FR 33498 (June 6, 2012) (the
“Limit Up-Limit Down Release”).

9 See Securities Exchange Act Release No. 71797
(March 25, 2014), 79 FR 18108 (March 31, 2014)
(SR-NSX-2014-07).

10 See Securities Exchange Act Release No. 85623
(Apl‘il 11, 2019), 84 FR 16086 (April 17, 2019)
(approving Eighteenth Amendment to LULD Plan).

11 See Securities Exchange Act Release No. 85522
(April 5, 2019), 84 FR 14704 (April 11, 2019) (SR—
NYSENAT-2019-07).

12 See Securities Exchange Act Release No. 87352
(October 18, 2019), 84 FR 57063 (October 24, 2019)
(SR-NYSENAT-2019-24).

13 See Securities Exchange Act Release No. 88593
(April 8, 2020), 85 FR 20728 (April 14, 2020) (SR-
NYSENAT-2020-13).

14 See Securities Exchange Act Release No. 90157
(October 13, 2020), 85 FR 66393 (October 19, 2020)
(SR-NYSENAT-2020-32).

15 See Securities Exchange Act Release No. 91549
(April 14, 2021), 86 FR 20548 (April 20, 2021) (SR-
NYSENAT-2021-08).

16 See Securities Exchange Act Release No. 93359
(October 15, 2021), 86 FR 58322 (October 21, 2021)
(SR-NYSENAT-2021-20).

17 See supra notes 4—6. The prior versions of
paragraphs (c), (e)(2), (f), and (g) generally provided
greater discretion to the Exchange with respect to
breaking erroneous trades.


http://www.nyse.com
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