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action is necessary or appropriate in the
public interest, for the protection of
investors, or otherwise in furtherance of
the purposes of the Act. If the
Commission takes such action, the
Commission shall institute proceedings
to determine whether the proposed rule
should be approved or disapproved.

1V. Solicitation of Comments

Interested persons are invited to
submit written data, views and
arguments concerning the foregoing,
including whether the proposed rule
change is consistent with the Act.
Comments may be submitted by any of
the following methods:

Electronic Comments

e Use the Commission’s Internet
comment form (http://www.sec.gov/
rules/sro.shtml); or

e Send an email to rule-
comments@sec.gov. Please include File
Number SR-FINRA-2012-030 on the
subject line.

Paper Comments

e Send paper comments in triplicate
to Elizabeth M. Murphy, Secretary,
Securities and Exchange Commission,
100 F Street NE., Washington, DC
20549-1090.

All submissions should refer to File
Number SR-FINRA-2012-030. This file
number should be included on the
subject line if email is used. To help the
Commission process and review your
comments more efficiently, please use
only one method. The Commission will
post all comments on the Commission’s
Internet Web site (http://www.sec.gov/
rules/sro.shtml). Copies of the
submission, all subsequent
amendments, all written statements
with respect to the proposed rule
change that are filed with the
Commission, and all written
communications relating to the
proposed rule change between the
Commission and any person, other than
those that may be withheld from the
public in accordance with the
provisions of 5 U.S.C. 552, will be
available for Web site viewing and
printing in the Commission’s Public
Reference Room, 100 F Street NE.,
Washington, DC 20549, on official
business days between the hours of
10:00 a.m. and 3:00 p.m. Copies of such
filing also will be available for
inspection and copying at the principal
office of FINRA. All comments received
will be posted without change; the
Commission does not edit personal
identifying information from
submissions. You should submit only
information that you wish to make
available publicly. All submissions

should refer to File Number SR—-FINRA—
2012-030 and should be submitted on
or before July 20, 2012.

For the Commission, by the Division of

Trading and Markets, pursuant to delegated
authority.23

Kevin M. O’Neill,

Deputy Secretary .

[FR Doc. 201215937 Filed 6—28-12; 8:45 am]
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Pursuant to Section 19(b)(1) of the
Securities Exchange Act of 1934
(“Act”),! and Rule 19b—4 thereunder,2
notice is hereby given that on June 14,
2012, the International Securities
Exchange, LLC (the “Exchange” or the
“ISE”) filed with the Securities and
Exchange Commission (“Commission”)
the proposed rule change as described
in Items I, II, and III below, which items
have been prepared by the Exchange.
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 amend ISE
Rule 720 regarding Obvious Errors. The
text of the proposed rule change is
available on the Exchange’s Web site
www.ise.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
Exchange 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 these
statements may be examined at the
places specified in Item IV below. The
self-regulatory organization has

2317 CFR 200.30-3(a)(12).
115 U.S.C. 78s(b)(1).
217 CFR 240.19b—4.

prepared summaries, set forth in
Sections A, B and C below, of the most
significant aspects of such statements.

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

1. Purpose

The purpose of this proposed rule
change is to amend ISE Rule 720
regarding Obvious Errors.? Under the
current rule, buyers of options with a
zero bid may request that their
execution be busted if at least the two
strikes below (for calls) or above (for
puts) in the same options class were
quoted with a zero bid at the time of the
execution.* A zero bid option refers to
an option where the bid price is $0.00.
Series of options quoted zero bid are
usually deep out-of-the-money series
that are perceived as having little if any
chance of expiring in-the-money. For
this reason, relatively few transactions
occur in these series and those that do
are usually the result of a momentary
pricing error.

This proposed rule change will add
additional criteria and clarifying
language to the current rule.
Specifically, under the revised rule,
trades in series quoted no bid on the
Exchange would be subject to
nullification provided: (i) The bid in
that series immediately preceding the
execution was, and for five (5) seconds
prior to the execution remained, zero
and (ii) at least one strike below (for
calls) or above (for puts) in the same
option class was quoted no bid at the
time of execution. Thus, for example, if
a trade occurs in the ABC 45 call option
series when the series was quoted
$0.00-$%0.10, the trade may be nullified
if (i) the bid was $0.00 for at least five
(5) seconds prior to the execution and
(ii) at least one call option series in ABC
with a strike below 45 (e.g., the ABC 30,
35 or 40 call option series) had a bid of
$0.00 at the time of execution.

The revised no bid provision would
also provide that each group of series in
an options class with a non-standard
deliverable will be treated as a separate
options class. Thus, for example, if due
to a reorganization certain of the series
in the ABC option class have a
deliverable of 150 shares per options
contract (as compared to the standard
100 shares per option contract), all ABC
option series that are subject to the 150
contract delivery requirements would be
considered separately from the ABC

3The changes proposed to ISE Rule 720 are based
on Chicago Board Option Exchange (“CBOE”) Rule
6.25.

4 See ISE Rule 720, Supplementary Material .05.


http://www.sec.gov/rules/sro.shtml
http://www.sec.gov/rules/sro.shtml
http://www.sec.gov/rules/sro.shtml
http://www.sec.gov/rules/sro.shtml
mailto:rule-comments@sec.gov
mailto:rule-comments@sec.gov
http://www.ise.com

38870

Federal Register/Vol. 77, No. 126/Friday, June 29, 2012/ Notices

option series that are subject to the 100
contract delivery requirements for
purposes of applying the no bid
provision. The revised rule would also
provide that, when determining the
Exchange’s quotes in the relevant series,
bids and offers of the parties to the
subject trade that are in any of the series
in the same options class and are
believed to be erroneous shall not be
considered. Thus, for example, if a
member had a system error that caused
it to quote a $0.05 bid in all the series
of an options class and a trade(s)
resulted in some of those series, the
erroneous $0.05 bids would not be
considered when determining the
quoted market in the strike prices below
(for calls) or above (for puts) each of the
series for the subject trade(s). Finally,
the revised rule would clarify that the
no bid provision is intended to apply to
series quoted no bid on the Exchange (as
opposed to series for which the national
best bid is quoted no bid). As is
currently required, buyers must notify
ISE’s market operations group within
the designated timeframe to seek relief.

The Exchange believes that the
proposed rule change is reasonable and
objective, and would serve to better
identify instances where the no bid
provision in intended to apply. The
purpose of this proposed rule change is
to align the Exchange’s rule with rules
currently in place at other exchanges.>
The proposed rule change will provide
members with similar opportunities for
trade nullification that are available on
CBOE which has an identical rule in
place to address obvious errors.

2. Basis

The basis under the Securities
Exchange Act of 1934 (“Exchange Act”)
for this proposed rule change is the
requirement under Section 6(b)(5) that
an exchange have rules that are
designed to promote just and equitable
principles of trade, and to remove
impediments to and perfect the
mechanism for a free and open market
and a national market system, and in
general, to protect investors and the
public interest.

The Exchange understands that, in
approving proposals of other exchanges
related to adjusting and nullifying
option trades involving obvious errors,
the Commission has focused on the
need for specificity and objectivity with
respect to exchange determinations and
processes for reviewing such
determinations.® In this regard, the

5 See, for example, CBOE Rule 6.25(a)(2).

6 See supra note 1. [sic] See also Securities
Exchange Act Release No. 63692 (January 11, 2011),
76 FR 2940 (January 18, 2011) (SR-Phlx-2010-163).

Exchange believes that the proposed
rule change would clarify the
application of the Exchange’s obvious
error rule, while also simplifying the
administration of the rule in order to
more efficiently render such
determinations. The Exchange further
believes that the proposed rule change
would benefit investors and be in the
public’s interest because it would
provide increased clarity and specificity
concerning the objective standards used
by the Exchange when making trade
nullification determinations.

The Exchange also believes that the
proposed rule change would benefit
investors and market participants that
are members of multiple exchanges by
more closely aligning the Exchange’s
rules with respect to obvious errors with
those of other exchanges. In this respect,
the proposed rule change helps foster
certainty for market participants trading
on multiple exchanges. Accordingly, the
Exchange believes that the increased
specificity resulting from the proposed
rule change, combined with the
continued objective nature of the
Exchange’s process for rendering and
reviewing trade nullification
determinations, is consistent with prior
guidance from the Commission, is
consistent with the Exchange Act and is
consistent with the maintenance of a
fair and orderly market and the
protection of investors and the public
interest.

B. Self-Regulatory Organization’s
Statement on Burden on Competition

The proposed rule change does not
impose any burden on competition that
is not necessary or appropriate in
furtherance of the purposes of the Act.

C. Self-Regulatory Organization’s
Statement on Comments on the
Proposed Rule Change Received from
Members, Participants or Others

The Exchange has not solicited, and
does not intend to solicit, comments on
this proposed rule change. The
Exchange has not received any
unsolicited written comments from
members or other interested parties.

III. Date of Effectiveness of the
Proposed Rule Change and Timing for
Commission Action

Because the foregoing proposed rule
change does not significantly affect the
protection of investors or the public
interest, does not impose any significant
burden on competition, and, by its
terms, does not become operative for 30
days from the date on which it was
filed, or such shorter time as the
Commission may designate, it has
become effective pursuant to Section

19(b)(3)(A) 7 of the Act and Rule 19b—
4(f)(6) 8 thereunder. The Exchange
provided the Commission with written
notice of its intent to file the proposed
rule change, along with a brief
description and text of the proposed
rule change, at least five business days
prior to the date of filing the proposed
rule change.

At any time within 60 days of the
filing of the proposed rule change, the
Commission summarily may
temporarily suspend such rule change if
it appears to the Commission that such
action is necessary or appropriate in the
public interest, for the protection of
investors, or otherwise in furtherance of
the purposes of the Act.

IV. Solicitation of Comments

Interested persons are invited to
submit written data, views, and
arguments concerning the foregoing,
including whether the proposed rule
change is consistent with the Act.
Comments may be submitted by any of
the following methods:

Electronic Comments

e Use the Commission’s Internet
comment form (http://www.sec.gov/
rules/sro.shtml); or

e Send an email to rule-
comments@sec.gov. Please include File
Number SR-ISE-2012-56 on the subject
line.

Paper Comments

e Send paper comments in triplicate
to Elizabeth M. Murphy, Secretary,
Securities and Exchange Commission,
100 F Street NE., Washington, DC
20549-1090.

All submissions should refer to File
Number SR-ISE-2012-56. This file
number should be included on the
subject line if email is used. To help the
Commission process and review your
comments more efficiently, please use
only one method. The Commission will
post all comments on the Commission’s
Internet Web site (http://www.sec.gov/
rules/sro.shtml). Copies of the
submission, all subsequent
amendments, all written statements
with respect to the proposed rule
change that are filed with the
Commission, and all written
communications relating to the
proposed rule change between the
Commission and any person, other than
those that may be withheld from the
public in accordance with the
provisions of 5 U.S.C. 552, will be
available for Web site viewing and
printing in the Commission’s Public

715 U.S.C. 78s(b)(3)(A).
817 CFR 240.19b-4(f)(6).
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Reference Room, 100 F Street, NE.,
Washington, DC 20549, on official
business days between the hours of 10
a.m. and 3 p.m. Copies of such filing
also will be available for inspection and
copying at the principal offices of the
Exchange. All comments received will
be posted without change; the
Commission does not edit personal
identifying information from
submissions. You should submit only
information that you wish to make
available publicly. All submissions
should refer to File Number SR-ISE-
2012-56, and should be submitted on or
before July 20, 2012.

For the Commission, by the Division
of Trading and Markets, pursuant to
delegated authority.?

Kevin M. O’Neill,
Deputy Secretary.

[FR Doc. 2012-15939 Filed 6-28-12; 8:45 am]
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June 25, 2012.

Pursuant to Section 19(b)(1) of the
Securities Exchange Act of 1934
(““Act”),* and Rule 19b—4 thereunder,?
notice is hereby given that on June 12,
2012, The NASDAQ Stock Market LLC
(“NASDAQ”) filed with the Securities
and Exchange Commission
(“Commission”’) the proposed rule
change as described in Items [, IT and IIT
below, which Items have been prepared
by NASDAQ. 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 the Substance
of the Proposed Rule Change

NASDAQ proposes to modify the
optional Enterprise License fee for Non-
Professional Subscribers of certain
NASDAQ Depth-of-Book market data.
NASDAQ will implement the proposed
revised fee on July 1, 2012.

* * * * *

917 CFR 200.30-3(a)(12).
115 U.S.C. 78s(b)(1).
217 CFR 240.19b—4.

7023. NASDAQ Depth-of-Book Data

(a)—(b) No change.

(c) Enterprise License Fees

(1)—(2) No Change.

(3) As an alternative to subsections (1)
and (2) above, a Distributor that is also
a broker-dealer may pay a monthly fee
of $500,000 [325,000] to provide
NASDAQ Level 2, NASDAQ TotalView,
or NASDAQ OpenView for Display
Usage by Non-Professional Subscribers
with whom the firm has a brokerage
relationship. This Enterprise License
shall not apply to relevant Level 1 or
Depth Distributor fees.

(d)—(e) No change.

* * * * *

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

In its filing with the Commission,
NASDAQ 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 these
statements may be examined at the
places specified in Item IV below.
NASDAQ has prepared summaries, set
forth in Sections A, B, and C below, of
the most significant aspects of such
statements.

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

1. Purpose

NASDAQ is proposing a change to the
Enterprise License Fee for Non-
Professional Usage of certain NASDAQ
Depth-of-Book market data. NASDAQ
Rule 7023(c)(3) offers an optional
Enterprise License for unlimited Non-
Professional Subscribers of NASDAQ
Level 2, NASDAQ TotalView, or
NASDAQ OpenView for broker-dealers
registered under the Act. Specifically,
NASDAQ proposes to increase the
optional fee for Distributors from
$325,000 to $500,000 per month that
covers all Non-Professional Subscribers
with whom the firm has a brokerage
relationship. This Depth-of-Book
Enterprise License Fee includes Non-
Professional Subscriber fees, but does
not include Distributor fees. Non-
broker-dealer vendors and application
service providers are not eligible for the
Enterprise License; such firms typically
pass through the cost of market data
Subscriber fees to their customers.3

3NASDAQ relies on Distributor self-reporting of
usage rather than on individual contact with each
end-user Subscriber. For this Enterprise License,

NASDAQ continues to seek broader
distribution of Depth-of-Book data and
to reduce the cost of providing Depth-
of-Book data to larger numbers of
investors. In the past, NASDAQ has
accomplished this goal in part by
offering similar enterprise licenses for
Professional and Non-Professional
Usage of TotalView which contains the
full Depth-of-Book data for the
NASDAQ Market Center Execution
System. NASDAQ believes that the
adoption of enterprise licenses has led
to greater distribution of market data,
particularly among Non-Professional
Subscribers.

In addition to increased
administrative flexibility, enterprise
licenses also encourage broader
distribution by firms that are currently
over the fee cap as well as those that are
approaching the cap and wish to take
advantage of the benefits of the program.
Further, NASDAQ believes that capping
fees in this manner creates goodwill
with broker-dealers and increases
transparency for retail investors.

The Depth-of-Book Enterprise License
Fee is completely optional and does not
replace existing enterprise license fee
alternatives set forth in Rule 7023.
Additionally, the proposal does not
impact individual Subscriber fees for
any product or raise the costs to any
Subscriber of any NASDAQ data
product. The market for this Depth-of-
Book information is highly competitive
and continually evolves as products
develop and change. As a result, it is
proposed that the current fee be
increased, in part, due to a change in
market data distribution and growing
economies of scale in the industry.
Subsequent to the introduction of the
Depth-of-Book Enterprise License, there
has been a substantial change in the
adoption rate and distribution of Depth-
of-Book data. Additionally, as broker/
dealers consolidate and continue to
grow organically, NASDAQ needs to
adjust its enterprise license pricing
model to better reflect current market
conditions. The adjustment of this fee
reflects these and other market forces.

2. Statutory Basis

NASDAQ believes that the proposed
rule change is consistent with the
provisions of Section 6 of the Act,* in
general, and with Section 6(b)(4) of the

NASDAQ permits Distributors to designate an
entire Subscriber population as Non-Professional
provided that the number of Professional
Subscribers within that Subscriber population does
not exceed ten percent (10%) of the total
population.

415 U.S.C. 78f.
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