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impact on efficiency, competition, and capital 
formation. See 15 U.S.C. 78c(f). 

13 15 U.S.C. 78f(b)(5). 
14 See supra note 4. 
15 See Bristow Letter, Floirendo Letter, and Story 

Letter, supra note 4. 
16 See supra note 6. 
17 See supra note 9 and accompanying text. 

18 15 U.S.C. 78s(b)(2). 
19 17 CFR 200.30–3(a)(12). 
1 15 U.S.C. 78s(b)(1). 
2 17 CFR 240.19b–4. 

3 See Exchange Rule 1080, Commentary .08(a)(i). 
4 The Designated Options are defined in Section 

I of the Fee Schedule and include AAPL, BAC, C, 
F, GLD, INTC, IWM, JPM, QQQ, SLV, SPY, and 
XLF. 

5 See Exchange Rule 1080(l), ‘‘* * * The term 
‘Directed Specialist, RSQT, or SQT’ means a 

particular, the Commission finds that 
the proposed rule change is consistent 
with Section 6(b)(5) of the Act,13 which 
requires, among other things, that the 
Exchange’s rules be designed to prevent 
fraudulent and manipulative acts and 
practices, to promote just and equitable 
principles of trade, to foster cooperation 
and coordination with persons engaged 
in facilitating transactions in securities, 
to remove impediments to and perfect 
the mechanism of a free and open 
market and a national market system, 
and, in general, to protect investors and 
the public interest. 

The Commission received four 
comment letters on the proposed rule 
change,14 all of which supported the 
proposal. All of the commenters noted 
that permitting cancellation of the stock 
leg of a stock-option transaction when 
the options leg is cancelled, upon 
mutual consent, would keep erroneous 
stock trades off the tape. Additionally, 
three commenters offered that this 
proposal would bolster investors’ 
confidence in the marketplace.15 

The Commission believes that the 
proposed rule change should promote 
market efficiency by permitting CHX 
Participants, upon mutual consent, to 
cancel a trade that represents the stock 
leg of a stock-option order when the 
options leg trade is cancelled, thereby 
saving Participants the expense of 
liquidating the unwanted stock leg. The 
Commission notes that the Exchange 
will not cancel any transaction pursuant 
to the provisions of Rule 9(b) unless the 
original trade was identified by a special 
trade indicator.16 The Commission 
believes that the presence of the special 
trade indicator will improve 
transparency by notifying market 
participants of the possibility of a 
potential cancellation and will foster 
cooperation and coordination with 
persons engaged in facilitating such 
transactions. In addition, the 
Commission notes that the Exchange 
represents that the ultimate parties to 
the cash equities transaction are the 
same parties to the equities options 
transactions so that cancellation of an 
Exchange trade that represents the stock 
leg of a stock option order will not have 
an impact on other market 
participants.17 The Commission also 
notes that CHX is adopting new 
recordkeeping obligations in connection 
with its expansion of stock-option order 

cancellations to verify that the 
requirements have been met. CHX has 
represented that it will treat the failure 
to properly document such 
cancellations as a rule violation subject 
to disciplinary treatment under Article 
12 of the Exchange’s rules. The 
Commission believes these procedures 
should protect investors and market 
participants by helping to ensure that 
the requirements have been met for 
stock-option cancellations. 

IV. Conclusion 

It is therefore ordered, pursuant to 
Section 19(b)(2) of the Act,18 that the 
proposed rule change (SR–CHX–2011– 
21) be, and hereby is, approved. 

For the Commission, by the Division of 
Trading and Markets, pursuant to delegated 
authority.19 
Elizabeth M. Murphy, 
Secretary. 
[FR Doc. 2011–23607 Filed 9–14–11; 8:45 am] 

BILLING CODE 8011–01–P 

SECURITIES AND EXCHANGE 
COMMISSION 

[Release No. 34–65312; File No. SR–Phlx– 
2011–126] 

Self-Regulatory Organizations; 
NASDAQ OMX PHLX LLC; Notice of 
Filing and Immediate Effectiveness of 
Proposed Rule Change Relating to 
Rebates and Fees for Complex Orders 

September 9, 2011. 
Pursuant to Section 19(b)(1) of the 

Securities Exchange Act of 1934 
(‘‘Act’’) 1, and Rule 19b–4 thereunder,2 
notice is hereby given that on 
September 1, 2011, NASDAQ OMX 
PHLX LLC (‘‘Phlx’’ or ‘‘Exchange’’) filed 
with the Securities and Exchange 
Commission (‘‘SEC’’ or ‘‘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 its 
Complex Order Fees in Section I of its 
Fee Schedule titled ‘‘Rebates and Fees 
for Adding and Removing Liquidity in 
Select Symbols.’’ 

While changes to the Fee Schedule 
pursuant to this proposal are effective 
upon filing, the Exchange has 
designated these changes to be operative 
on September 1, 2011. 

The text of the proposed rule change 
is available on the Exchange’s website at 
http://nasdaqtrader.com/ 
micro.aspx?id=PHLXfilings, 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 
Exchange 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 
The purpose of the proposed rule 

change is to amend Section I, Part B of 
the Exchange’s Fee Schedule for 
Complex Orders. A Complex Order is 
any order involving the simultaneous 
purchase and/or sale of two or more 
different options series in the same 
underlying security, priced at a net 
debit or credit based on the relative 
prices of the individual components, for 
the same account, for the purpose of 
executing a particular investment 
strategy. Furthermore, a Complex Order 
can also be a stock-option order, which 
is an order to buy or sell a stated 
number of units of an underlying stock 
or ETF coupled with the purchase or 
sale of options contract(s).3 

The Exchange proposes to increase 
the current Customer Complex Order 
Rebate for Adding Liquidity in 
Designated Options 4 from $0.26 per 
contract to $0.27 per contract. The 
Exchange also proposes to increase the 
current Complex Order Fee for 
Removing Liquidity in Designated 
Options for Directed Participants 5 from 

VerDate Mar<15>2010 15:07 Sep 14, 2011 Jkt 223001 PO 00000 Frm 00074 Fmt 4703 Sfmt 4703 E:\FR\FM\15SEN1.SGM 15SEN1w
re

ie
r-

av
ile

s 
on

 D
S

K
G

B
LS

3C
1P

R
O

D
 w

ith
 N

O
T

IC
E

S

http://nasdaqtrader.com/micro.aspx?id=PHLXfilings
http://nasdaqtrader.com/micro.aspx?id=PHLXfilings


57091 Federal Register / Vol. 76, No. 179 / Thursday, September 15, 2011 / Notices 

specialist, RSQT, or SQT that receives a Directed 
Order.’’ A Directed Participant has a higher quoting 
requirement as compared with a specialist, SQT or 
RSQT who is not acting as a Directed Participant. 
See Exchange Rule 1014. 

6 Select Symbols are defined in Section I of the 
Exchange’s Fee Schedule. 

7 15 U.S.C. 78f(b). 
8 15 U.S.C. 78f(b)(4). 

9 See ISE’s Schedule of Fees. 
10 Currently, a Directed Participant is assessed a 

Complex Order Fee For Removing Liquidity in 
Designated Options of $0.27 per contract, a 
Specialist, Registered Options Trader (‘‘ROT’’), 
Streaming Quote Trader (‘‘SQT’’) and Remote 
Streaming Quote Trader (‘‘RSQT’’) is assessed $0.29 
per contract, a Firm is assessed $0.30 per contract; 
a Broker-Dealer is assessed $0.35 per contract and 
a Professional is assessed $0.30 per contract. 11 15 U.S.C. 78s(b)(3)(A)(ii). 

$0.27 per contract to $0.28 per contract. 
The Exchange believes that increasing 
the Customer Complex Order Rebate for 
Adding Liquidity in the Designated 
Options will incentivize members to 
direct customer order flow to the 
Exchange. The Exchange also believes 
that increasing the Complex Order Fee 
for Removing Liquidity for Directed 
Participants will still continue to draw 
order flow to the Exchange as well, as 
that fee is within the range of fees 
assessed by other exchanges. The 
Exchange is not proposing any change 
to fees for Select Symbols.6 

While changes to the Fee Schedule 
pursuant to this proposal are effective 
upon filing, the Exchange has 
designated these changes to be operative 
on September 1, 2011. 

2. Statutory Basis 
The Exchange believes that its 

proposal to amend its Fee Schedule is 
consistent with Section 6(b) of the Act 7 
in general, and furthers the objectives of 
Section 6(b)(4) of the Act 8 in particular, 
in that it is an equitable allocation of 
reasonable fees and other charges among 
Exchange members. The Exchange also 
believes that there is an equitable 
allocation of reasonable rebates among 
Exchange members. 

The Exchange believes that it is 
reasonable and equitable to only pay a 
Complex Order Rebate for Adding 
Liquidity to Customers, as compared to 
other market participants, and increase 
the Customer Complex Order Rebate for 
Adding Liquidity in Designated Options 
because this will incentivize members 
to direct Customer order flow to the 
Exchange in these Designated Options. 

The Exchange believes that it is 
reasonable, equitable and not unfairly 
discriminatory to increase the Complex 
Order Fee for Removing Liquidity in 
Designated Options for Directed 
Participants because the proposed fee 
for options overlying the Designated 
Options remains competitive with fees 
charged by other exchanges and is 
reasonable and equitably allocated to 
those members that opt to direct orders 
to the Exchange rather than to a 
competing exchange. The proposed fee 
is within the range of fees assessed by 
other exchanges employing similar 
pricing schemes. For example, the 
International Securities Exchange, LLC 

(‘‘ISE’’) provides its market makers a 
$0.02 reduction off the taker fee for 
removing liquidity in its Select Symbols 
from the complex order book by trading 
with orders that are preferenced to 
them.9 The Exchange’s proposal to 
increase the Directed Participant’s Fee 
for Removing Liquidity for Complex 
Orders from $0.27 per contract to $0.28 
per contract is reasonable because the 
Exchange is continuing to assess 
Directed Participants the lowest fee as 
compared to other market participants 
and reflects the fact that these market 
makers have higher quoting 
requirements as compared to 
Specialists, ROTs, SQTs and RSQTs 
who do not receive directed orders.10 In 
addition, the Exchange believes the 
proposed fee is equitable and not 
unfairly discriminatory in that it will 
apply equally to all market participants 
that were previously subject to this fee. 

With respect to the Customer 
Complex Order Rebate for Adding 
Liquidity the Exchange believes that it 
is reasonable to pay a different rebate for 
transacting equity options in Designated 
Options, and with respect to the 
Directed Participant Complex Order Fee 
for Removing Liquidity the Exchange 
believes that it is reasonable to assess a 
different Fee for Removing Liquidity in 
the Designated Options. The Exchange 
currently pays a different Customer 
Complex Order Rebate for Adding 
Liquidity and assesses a different 
Directed Participant Complex Order Fee 
for Removing Liquidity in Designated 
Options as compared to other Select 
Symbols. Trading in Designated Options 
is different from trading in other 
symbols in that they are more liquid, 
have higher volume and competition for 
executions is more intense. The 
Exchange believes that paying different 
rebates and assessing different fees for 
Designated Options as compared to 
Select Symbols will incentivize trading 
in Designated Options and increase 
liquidity in the Designated Options, 
which in turn will benefit all market 
participants. With respect to the 
increased Directed Participant Complex 
Order Fee for Removing Liquidity in 
Designated Options, the Exchange is 
increasing this fee to cover costs. 
Notwithstanding the increase in the fee, 
the Exchange believes that Directed 

Participants will continue to send order 
flow to the Exchange in Designated 
Options because the fee is within the 
range of fees assessed by other 
exchanges. 

In addition, the Exchange believes 
that it is equitable and not unfairly 
discriminatory to pay a different 
Customer Complex Order Rebate for 
Adding Liquidity for transacting equity 
options in certain symbols and with 
respect to the Directed Participant 
Complex Order Fee for Removing 
Liquidity the Exchange believes that it 
is equitable and not unfairly 
discriminatory to assess a different Fee 
for Removing Liquidity in certain 
symbols because the Exchange 
uniformly pays the same Customer 
Complex Order Rebate for Adding 
Liquidity for all Customer Complex 
Orders in all Designated Options and 
the Exchange uniformly assesses the 
same Fee for Removing Liquidity to all 
Directed Participants Complex Orders in 
all Designated Options. 

The Exchange operates in a highly 
competitive market comprised of nine 
U.S. options exchanges in which 
sophisticated and knowledgeable 
market participants can readily send 
order flow to competing exchanges if 
they deem fee levels at a particular 
exchange to be excessive. The Exchange 
believes that the Complex Order fees 
and rebates it pays/assesses must be 
competitive with fees and rebates in 
place on other exchanges. The Exchange 
believes that this competitive 
marketplace impacts the fees and 
rebates present on the Exchange today 
and influences the proposals set forth 
above. 

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

The Exchange does not believe that 
the proposed rule change will impose 
any burden on competition 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 

No written comments were either 
solicited or received. 

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

The foregoing rule change has become 
effective pursuant to Section 
19(b)(3)(A)(ii) of the Act.11 At any time 
within 60 days of the filing of the 
proposed rule change, the Commission 
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12 17 CFR 200.30–3(a)(12). 
1 15 U.S.C. 78s(b)(1). 
2 17 CFR 240.19b–4. 
3 15 U.S.C. 78s(b)(3)(A). 
4 17 CFR 240.19b–4(f)(6)(iii). 

5 As defined in BATS Rule 16.1(a)(37), an 
‘‘Options Market Maker’’ is a member of BATS 
Options registered with the Exchange for the 
purpose of making markets in options contracts 
traded on the Exchange and that is vested with the 
rights and responsibilities specified in Chapter XXII 
of the Exchange’s Rules. 

6 As defined in BATS Rule 16.1(a)(62), a ‘‘User’’ 
on BATS Options is either a member of BATS 
Options (‘‘Options Member’’) or a sponsored 
participant who is authorized to obtain access to the 
Exchange’s system pursuant to BATS Rule 11.3 
(‘‘Sponsored Participant’’). 

7 See Securities Exchange Act Release No. 65133 
(August 15, 2011), 76 FR 52032 (August 19, 2011) 
(SR–BATS–2011–029). 

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. If the Commission 
takes such action, the Commission shall 
institute proceedings to determine 
whether the proposed rule should be 
approved or disapproved. 

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 
• Use the Commission’s Internet 

comment form (http://www.sec.gov/ 
rules/sro.shtml); or 

• Send an e-mail to rule- 
comments@sec.gov. Please include File 
Number SR–Phlx–2011–126 on the 
subject line. 

Paper Comments 
• 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–Phlx–2011–126. This file 
number should be included on the 
subject line if e-mail 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 website (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 
a.m. and 3 p.m. Copies of the filing also 
will be available for inspection and 
copying at the principal office 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–Phlx–2011–126 and should 
be submitted on or before October 6, 
2011. 

For the Commission, by the Division of 
Trading and Markets, pursuant to delegated 
authority.12 

Elizabeth M. Murphy, 
Secretary. 
[FR Doc. 2011–23608 Filed 9–14–11; 8:45 am] 
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September 9, 2011. 

Pursuant to Section 19(b)(1) of the 
Securities Exchange Act of 1934 (the 
‘‘Act’’),1 and Rule 19b–4 thereunder,2 
notice is hereby given that on 
September 2, 2011, BATS Exchange, 
Inc. (the ‘‘Exchange’’ or ‘‘BATS’’) filed 
with the Securities and Exchange 
Commission (‘‘Commission’’) the 
proposed rule change as described in 
Items I and II below, which Items have 
been prepared by the Exchange. The 
Exchange has designated this proposal 
as a ‘‘non-controversial’’ proposed rule 
change pursuant to Section 19(b)(3)(A) 
of the Act 3 and Rule 19b–4(f)(6)(iii) 
thereunder,4 which renders it effective 
upon filing with the Commission. 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 filed a proposal for the 
BATS Options Market (‘‘BATS 
Options’’) to extend the availability of a 
recently introduced bulk-quoting 

interface for BATS Options Market 
Makers 5 to all Users 6 of BATS Options. 

The text of the proposed rule change 
is available at the Exchange’s Web site 
at http://www.batstrading.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 
Exchange has prepared summaries, set 
forth in Sections A, B, and C below, of 
the most significant parts of such 
statements. 

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

1. Purpose 

The Exchange currently offers an 
order-based interface for entering orders 
into the BATS Options trading platform. 
The Exchange also recently proposed 
modification to its systems to permit 
BATS Options Market Makers to utilize 
a bulk-quoting interface to enter orders 
into BATS Options.7 The Exchange 
proposes to modify this interface to 
permit all Options Users to use this 
interface to provide one or more 
quotations on BATS Options. Prior to 
releasing bulk-quoting for Options 
Market Makers, the only interface for 
order entry to BATS Options has been 
an order-based interface. Through this 
order-based interface, a User seeking to 
enter a two-sided quotation must enter 
both a buy and a sell order. The 
Exchange proposes to make the bulk- 
quoting interface available to all Users 
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