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automatic execution to manual mode.
The Commission notes that, in cases of
breaking news stories broadcast on cable
television, the specialist may switch to
manual mode without floor official
approval as under the previous language
of the Interpretation; however, the
maximum period of time in which the
specialist may remain in manual mode
without floor official approval has been
reduced from ten minutes to five
minutes. The Commission also notes
that, in instances other than a cable
news broadcast, the specialist must
secure the permission of its floor
supervisor to switch to manual mode;
the floor supervisor in turn must obtain
approval from one floor official to
permit the specialist to remain in
manual mode. It is significant that the
specialist may remain in manual mode
for only five minutes without the floor
supervisor renewing the approval of the
same floor official (or obtaining
approval of another floor official if the
first official is not available). Finally,
the Commission notes that new
Interpretation .04 requires that
documentation regarding the switch be
filed with the Market Regulation
Department before the next business
day’s opening. The Commission
believes that these safeguards will
provide greater accountability on the
part of specialists when they switch
from automatic execution mode to
manual execution mode.

IV. Conclusion

For the foregoing reasons, the
Commission finds that the proposed
rule change is consistent with the Act
and the rules and regulations
thereunder applicable to a national
securities exchange, and, in particular,
with section 6(b)(5) of the Act.®

It is therefore ordered, pursuant to
section 19(b)(2) of the Act,0 that the
proposed rule change (SR-CHX-2001—
26) is approved.

For the Commission, by the Division of

Market Regulation, pursuant to delegated
authority.11

Margaret H. McFarland,

Deputy Secretary.

[FR Doc. 02—9882 Filed 4-22-02; 8:45 am]
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Pursuant to section 19(b)(1) of the
Securities Exchange Act of 1934

ISE Schedule of Fees

(“Act”),? and Rule 19b-4 2 thereunder,
notice is hereby given that on April 15,
2002, the International Securities
Exchange LLC (“ISE” or ‘“Exchange”)
filed with the Securities and Exchange
Commission (the “Commission”) the
proposed rule change as described in
Items I, I1, 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 establish a
$.10 surcharge for non-customer
transactions in options on Nasdaq
Biotech Index™ iShares.

The text of the proposed rule change
appears below. New text is in italics.

Electronic Market Place Amount Billable Unit Frequency Notes
* * * * * * *
Execution Fees.
* * * * * * *
« Surcharge for Options on Nasdag 100 Index Tracking $0.10 contract/side ......... Transaction ........... Excludes cus-
Stock sm and the Nasdaq Biotech Index © iShares. tomers
* * * * * * *

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

915 U.S.C. 78f(b)(5).
1015 U.S.C. 78s(b)(2).

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 Exchange states that it has
entered into a license agreement to use
various trademarks regarding the
Nasdaq Biotech Index"” in connection

1117 CFR 200.30-3(a)(12).
115 U.S.C. 78s(b)(1).

with its trading of options on the
Nasdaq-100 Index Tracking iShares®™.
The purpose of this proposed rule
change is to adopt a fee for trading in
these options to defray the licensing
costs. The Exchange believes that
charging the participants that trade in
options on this instrument is the most
equitable means of recovering the costs
of the license. However, because
competitive pressures in the industry
have resulted in the waiver of all
transaction fees for customer

217 CFR 240.19b-4.
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transactions, the Exchange does not
propose to charge this additional fee
with respect to customer transactions.
The fee will be charged only with
respect to non-customer transactions.

(2) Statutory Basis

The Exchange believes that the
proposed rule change is consistent with
section 6(b) of the Act,? in general, and
furthers the objectives of Section
6(b)(4),% in particular, in that it provides
for the equitable allocation of reasonable
dues, fees, and other charges among its
members and other persons using its
facilities.

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 that is not
necessary or appropriate in furtherance
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.

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

The foregoing rule change establishes
or changes a due, fee, or charge imposed
by the Exchange and, therefore, has
become effective upon filing pursuant to
section 19(b)(3)(A)(ii) of the Act5 and
Rule 19b-4(f)(2) thereunder.® At any
time within 60 days of the filing of such
proposed rule change, the Commission
may summarily abrogate 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.
Persons making written submissions
should file six copies thereof with the
Secretary, Securities and Exchange
Commission, 450 Fifth Street, NW,

315 U.S.C. 78f(b).

415 U.S.C. 78f(b)(4).

515 U.S.C. 78(s)(b)(3)(A)(ii).
617 CFR 240.19b-4(f)(2).

Washington, DC 20549-0609. 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 inspection and copying in
the Commission’s Public Reference
Section. Copies of such filing will also
be available for inspection and copying
at the principal office of the Exchange.
All submissions should refer to File No.
SR-ISE-2002-10 and should be
submitted by May 14, 2002.

For the Commission, by the Division of

Market Regulation, pursuant to delegated
authority.”

Margaret H. McFarland,

Deputy Secretary.

[FR Doc. 02—-9884 Filed 4—22—-02; 8:45 am)]
BILLING CODE 8010-01-P

SECURITIES AND EXCHANGE
COMMISSION

[Release No. 34-45762; File No. SR-NASD-
2002-54]

Self-Regulatory Organizations; Notice
of Filing and Immediate Effectiveness
of Proposed Rule Change by the
National Association of Securities
Dealers, Inc., To Extend the Pilot for
Limit Order Protection of Securities
Priced in Decimals

April 16, 2002.

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 April 10,
2002, the National Association of
Securities Dealers, Inc. (“NASD” or
““Association”), through its subsidiary,
the Nasdaq Stock Market, Inc.
(“Nasdaq’), filed with the Securities
and Exchange Commission
(“Commission”) the proposed rule
change as described in Items I, I and III
below, which Items have been prepared
by Nasdaq. Nasdaq filed the proposal
pursuant to section 19(b)(3)(A) of the
Act,3 and Rule 19b-4(f)(6)4 thereunder,
which renders the proposal effective
upon filing with the Commission. The
Commission is publishing this notice to

717 CFR 200.30-3(a)(12).
115 U.S.C. 78s(b)(1).

217 CFR 240.19b-4.

315 U.S.C. 78s(b)(3)(A).
417 CFR 240.19b-4(f)(6).

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

Nasdaq proposes to extend through
September 30, 2002, the current pilot
price-improvement standards for
decimalized securities contained in
NASD Interpretative Material 2110-2—
Trading Ahead of Customer Limit Order
(“Manning Interpretation” or
“Interpretation”). Without such an
extension these standards would
terminate on April 15, 2002. Nasdaq
does not propose to make any
substantive changes to the pilot; the
only change is an extension of the
pilot’s expiration date through
September 30, 2002. Nasdaq requests
that the Commission waive both the 5-
day notice and 30-day pre-operative
requirements contained in Rule 19b-
4(f)(6)(iii)5 of the Act. If such waivers
are granted by the Commission, Nasdaq
will implement this rule change
immediately.

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 its proposal
and discussed any comments it received
regarding the proposal. 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

NASD’s Manning Interpretation
requires NASD member firms to provide
a minimum level of price improvement
to incoming orders in NMS and
SmallCap securities if the firm chooses
to trade as principal with those
incoming orders at prices superior to
customer limit orders they currently
hold. If a firm fails to provide the
minimum level of price improvement to
the incoming order, the firm must
execute its held customer limit orders.
Generally, if a firm fails to provide the
requisite amount of price improvement
and also fails to execute its held
customer limit orders, it is in violation
of the Manning Interpretation.

517 CFR 240.19b-4(f)(6)(iii).
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