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II1. Date of Effectiveness of the
Proposed Rule Change and Timing for
Commission Action

Because the proposed rule change
does not (i) significantly affect the
protection of investors or the public
interest; (ii) impose any significant
burden on competition; and (iii) become
operative for 30 days from the date on
which it was filed, or such shorter time
as the Commission may designate if
consistent with the protection of
investors and the public interest, the
proposed rule change has become
effective pursuant to Section 19(b)(3)(A)
of the Act® and Rule 19b—4(f)(6)(iii)
thereunder.”

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-NASDAQ-2013-039 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-NASDAQ-2013-039. 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/

615 U.S.C. 78s(b)(3)(A).

717 CFR 240.19b—4(f)(6)(iii). As required under
Rule 19b—4(f)(6)(iii), the Exchange provided the
Commission with written notice of its intent to file
the proposed rule change, along with a brief
description and the text of the proposed rule
change, at least five business days prior to the date
of filing of the proposed rule change, or such
shorter time as designated by the Commission.

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 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—
NASDAQ-2013-039 and should be
submitted on or before April 3, 2013.
For the Commission, by the Division of

Trading and Markets, pursuant to delegated
authority.®

Kevin M. O’Neill,

Deputy Secretary.

[FR Doc. 2013-05735 Filed 3-12-13; 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 February
27,2013, NASDAQ OMX BX, Inc. (“BX”
or the “Exchange”) filed with the
Securities and Exchange Commission
(“Commission”) a proposed rule change
as described in Items I and II below,
which Items have been prepared by the
Exchange. The Commission is
publishing this notice to solicit

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

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

BX proposes to amend BX’s fee
schedule governing order routing. BX
will implement the proposed change on
February 27, 2013. The text of the
proposed rule change is available at
http://nasdagomxbx.cchwallstreet.com/,
at BX’s principal office, 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 III 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

BX is amending its fee schedule
governing order routing to establish fees
for routing orders using its two new
order routing strategies, BDRK and
BCST.3 All of the changes pertain to
securities priced at $1 or more per
share.

With respect to BDRK and BCST
orders that access liquidity in the BX
Equities System, members will receive a
credit of $0.0014 per share executed.
With respect to BDRK and BCST orders
that execute on a venue other than the
BX Equities System, members will be
charged $0.0010 per share. With respect
to BDRK and BCST orders that provide
liquidity in the BX Equities System,
members will be charged no differently
than other orders that provide liquidity.
Specifically, members will be charged

3BDRK orders, pursuant to Rule
4758(a)(1)(A)(viii), check the System for available
shares and simultaneously route to certain
destinations on the System routing table that are not
posting Protected Quotations within the meaning of
Regulation NMS (i.e. “dark venues” or “dark
pools”). BCST orders, pursuant to Rule
4758(a)(1)(A)(ix), check the System for available
shares and simultaneously route to select dark
venues and to certain low cost exchanges. See
Securities Exchange Act Release No. 68840
(February 6, 2013), 78 FR 9961 (February 12, 2013)
(SR-BX-2013-008).


http://nasdaqomxbx.cchwallstreet.com/
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
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$0.0015 or $0.0018 per share for orders
that provide displayed liquidity (based
on the MPID’s eligibility for the
Qualified Liquidity Provider rate),
$0.0025 per share for orders that
provide non-displayed liquidity, or
$0.0015 per share for midpoint orders
that provide liquidity.

2. Statutory Basis

BX believes that the proposed rule
change is consistent with the provisions
of Section 6 of the Act,* in general, and
with Sections 6(b)(4) and 6(b)(5) of the
Act,’ in particular, in that it provides for
the equitable allocation of reasonable
dues, fees and other charges among
members and issuers and other persons
using any facility or system which BX
operates or controls, and is not designed
to permit unfair discrimination between
customers, issuers, brokers, or dealers.

The proposed pricing for BDRK and
BCST orders executed on BX is
reasonable because it is the same as the
current pricing for other routed order
types, namely BSTG, BSCN, BMOP,
BTFY and BCRT orders, executed on
BX. The proposed fee for BDRK and
BCST orders that execute on a venue
other than BX is slightly more ($0.0003)
than BTFY orders that execute on
venues other than BX and much less
than the fees for BSTG, BSCN and
BMOP orders, which is reasonable
because BDRK and BCST orders are
routed only to low cost venues.
Although BX will incur different costs
depending upon the venues on which
these routed orders are executed, BX is
adopting a flat rate structure. Taking its
costs into account, BX may operate at a
slight gain or a slight loss for orders
routed to and executed at other venues.
BX believes that its proposed fees are
reasonable because they are an
approximation of the maximum fees BX
will be charged for such executions,
including its own costs. As a general
matter, BX believes that the proposed
fees will allow it to recoup and cover its
costs of providing routing services and
the value that [sic] provides to its
participants who choose routing
services.

The proposed pricing for BDRK and
BCST orders is consistent with an
equitable allocation of fees and is not
unfairly discriminatory because the
pricing, which is the same for all BX
participants applies solely to members
that opt to route BDRK and BCST
orders. Moreover, the lower cost of these
routing strategies as compared with
other existing routing strategies is not
unfairly discriminatory because it is

415 U.S.C. 78f.
515 U.S.C. 78f(b)(4) and (5).

consistent with the lower costs
associated with routing to the venues
that are accessed by the new strategies.

Finally, BX notes that it operates in a
highly competitive market in which
market participants can readily favor
competing venues if they deem fee
levels at a particular venue to be
excessive. In such an environment, BX
must continually adjust its fees to
remain competitive with other
exchanges and with alternative trading
systems that have been exempted from
compliance with the statutory standards
applicable to exchanges. BX believes
that the proposed rule change reflects
this competitive environment because it
is designed to ensure that the charges
for use of the BX routing facility to route
reflect changes in the cost of such
routing.

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

BX does not believe that the proposed
rule change will result in any burden on
competition that is not necessary or
appropriate in furtherance of the
purposes of the Act, as amended.
Because the market for order routing is
extremely competitive, members may
readily opt to disfavor BX’s routing
services if they believe that alternatives
offer them better value. Moreover, by
introducing new routing options and
charging fees that BX believes to be
reasonable, BX believes that it is
increasing its competitiveness vis-a-vis
other trading venues. For this reason
and the reasons discussed in connection
with the statutory basis for the proposed
rule change, BX does not believe that
the proposed changes will impair the
ability of members or competing order
execution venues to maintain their
competitive standing in the financial
markets. BX also does not believe that
the proposal raises issues of competition
among its own market participants,
because the proposal applies fee and
credits equally to all participants.

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

Written comments were neither
solicited nor received.

I11. Date of Effectiveness of the
Proposed Rule Change and Timing for
Commission Action

The foregoing rule change is effective
upon filing pursuant to Section
19(b)(3)(A) © of the Act and
subparagraph (f)(2) of Rule 19b—47

615 U.S.C. 78s(b)(3)(A).
717 CFR 240.19b—4(f)(2).

thereunder, because it establishes a due,
fee, or other charge imposed by BX.

At any time within 60 days of the
filing of such 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

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

¢ Send an email to rule-
comments@sec.gov. Please include File
Number SR-BX-2013-019 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-BX-2013-019. 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 20549-1090, 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
offices of the Exchange. All comments
received will be posted without change;
the Commission does not edit personal
identifying information from


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
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submissions. You should submit only
information that you wish to make
available publicly. All submissions
should refer to File Number SR-BX—
2013-019, and should be submitted on
or before April 3, 2013.

For the Commission, by the Division of

Trading and Markets, pursuant to delegated
authority.8

Kevin M. O’Neill,

Deputy Secretary.

[FR Doc. 2013—-05714 Filed 3—-12—-13; 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,?
notice is hereby given that on March 5,
2013, 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 and
II 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 adopt a
new Exchange Rule 1047(f)(iv) to
provide for how the Exchange proposes
to treat market-making quoting
obligations, in response to the
Regulation NMS Plan to Address
Extraordinary Market Volatility.

The text of the proposed rule change
is below; proposed new language is
italicized.

* * * * *

Rule 1047. Trading Rotations, Halts
and Suspensions

(a)-(e) No change.

(f) This paragraph shall be in effect
during a pilot period to coincide with
the pilot period for the Plan to Address
Extraordinary Market Volatility
Pursuant to Rule 608 of Regulation

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

NMS, as it may be amended from time
to time (“LULD Plan”’). Capitalized
terms used in this paragraph shall have
the same meaning as provided for in the
LULD Plan. During a Limit State and
Straddle State in the Underlying NMS
stock:

(i)—(iii) No change.

(iv) When evaluating whether a
specialist or Registered Options Trader
has met the continuous quoting
ob11gat1ons of Rule 1014(b)(ii)(D)(1) and
(2) in options overlying NMS stocks, the
Exchange will not consider as part of
the trading day the time that an NMS
stock underlying an option was in a
Limit State or Straddle State.

(g) No change.

* * * Commentary:

.01-.03 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, 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 the
Statutory Basis for, the Proposed Rule
Change

1. Purpose

The Exchange proposes to adopt
Exchange Rule 1047(f)(iv) 3 to provide
for how the Exchange will treat market
making quoting obligations in response
to the Regulation NMS Plan to Address
Extraordinary Market Volatility (the
“Plan”), which is applicable to all NMS
stocks, as defined in Regulation NMS
Rule 600(b)(47). The Exchange proposes
to adopt new Rule 1047(f)(iv) for a pilot
period that coincides with the pilot
period for the Plan.

Background

Since May 6, 2010, when the markets
experienced excessive volatility in an
abbreviated time period, i.e., the “flash
crash,” the equities exchanges and the
Financial Industry Regulatory Authority
(“FINRA”) have implemented market-

3 The provisions of Rule 1047(f)(i)-(iii) were filed
and became effective on February 28, 2013, with a
30 day operative delay, on a pilot basis. See SR—
Phlx-2013-20.

wide measures designed to restore
investor confidence by reducing the
potential for excessive market volatility.
Among the measures adopted include
pilot plans for stock-by-stock trading
pauses,? related changes to the equities
market clearly erroneous execution
rules,5 and more stringent equities
market maker quoting requirements.®

On May 31, 2012, the Commission
approved the Plan, as amended, on a
one-year pilot basis.” In addition, the
Commission approved changes to the
equities market-wide circuit breaker
rules on a pilot basis to coincide with
the pilot period for the Plan.8

The Plan is designed to prevent trades
in individual NMS stocks from
occurring outside of specified Price
Bands.? As described more fully below,
the requirements of the Plan are coupled
with Trading Pauses to accommodate
more fundamental price moves (as
opposed to erroneous trades or
momentary gaps in liquidity). All
trading centers in NMS stocks,
including both those operated by
Participants and those operated by
members of Participants, are required to
establish, maintain, and enforce written
policies and procedures that are
reasonably designed to comply with the
requirements specified in the Plan.

As set forth in more detail in the Plan,
Price Bands consisting of a Lower Price
Band and an Upper Price Band for each
NMS Stock are calculated by the
Processors.1® When the National Best
Bid (Offer) is below (above) the Lower
(Upper) Price Band, the Processors shall
disseminate such National Best Bid
(Offer) with an appropriate flag
identifying it as unexecutable. When the
National Best Bid (Offer) is equal to the
Upper (Lower) Price Band, the
Processors shall distribute such
National Best Bid (Offer) with an
appropriate flag identifying it as a Limit
State Quotation.1? All trading centers in

4 See e.g., Exchange Rule 3100.

5 See e.g., Exchange Rule 3312.

6 See e.g., NASDAQ Rule 4613.

7 See Securities Exchange Act Release No. 67091
(May 31, 2012), 77 FR 33498 (June 6, 2012) (File
No. 4-631) (Order Approving the Plan on a Pilot
Basis).

8 See Securities Exchange Act Release No. 67090
(May 31, 2012), 77 FR 33531 (June 6, 2012) (SR—
BATS-2011-038; SR-BYX-2011-025; SR-BX—
2011-068; SR-CBOE-2011-087; SR-C2-2011-024;
SR-CHX-2011-30; SR-EDGA-2011-31; SR-EDGX—
2011-30; SR-FINRA-2011-054; SR-ISE-2011-61;
SR-NASDAQ-2011-131; SR-NSX-2011-11; SR—
NYSE-2011-48; SR-NYSEAmex—2011-73; SR—
NYSEArca-2011-68; SR-Phlx—2011-129).

9 Unless otherwise specified, capitalized terms
used in this rule filing are based on the defined
terms of the Plan.

10 See Section V(A) of the Plan.

11 See Section VI(A) of the Plan.
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