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accountability, and objectivity in the
oversight by, and decision-making
processes of, the boards and key
committees of CHX listed issuers. The
proposal, as amended, also will promote
compliance with high standards of
conduct by the issuers’ directors and
management. The Commission notes
that the CHX has amended its proposal
to significantly harmonize it with rule
changes recently approved by the
Commission for the NYSE, NASD, and
the Amex.%9 The Commission also
believes that the proposed rule change,
as amended, is consistent with Rule
10A-3 under the Act.7°

The CHX has requested that the
Commission grant accelerated approval
to the changes in Amendment Nos. 2
and 3. The Commission believes that the
revisions proposed in Amendment Nos.
2 and 3 significantly align the corporate
governance standards proposed for
companies listed on the CHX with the
standards approved by the Commission
for companies listed on other SROs.7?
The Commission believes it is
appropriate to accelerate approval of
these amendments so that the
comprehensive set of strengthened
corporate governance standards for
companies listed on the CHX may be
implemented on generally the same
timetable (with some modification of
certain deadlines) as that for similar
standards adopted for issuers listed on
other SROs. The Commission therefore
finds good cause, consistent with
Section 19(b)(2) of the Act,?2 to approve
Amendment Nos. 2 and 3 to the
proposed rule change prior to the
thirtieth day after the date of
publication of notice of filing thereof in
the Federal Register.

1V. Solicitation of Comments

Interested persons are invited to
submit written data, views, and
arguments concerning Amendment Nos.
2 and 3, including whether Amendment
Nos. 2 and 3 are 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 e-mail to rule-
comments@sec.gov. Please include File
Number SR-CHX-2003-19 on the
subject line.

69 See supra note 9.

70 See Partial Approval Order, supra note 5.
71 See supra note 9.

7215 U.S.C. 78s(b)(2).

Paper Comments

¢ Send paper comments in triplicate
to Jonathan G. Katz, Secretary,
Securities and Exchange Commission,
450 Fifth Street, NW., Washington, DC
20549-0609.

All submissions should refer to File
Number SR-CHX-2003-19. 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 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 inspection and copying in
the Commission’s Public Reference
Section, 450 Fifth Street, NW.,
Washington, DC 20549. Copies of such
filing also will be available for
inspection and copying at the principal
office of the CHX. 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-CHX-
2003-19 and should be submitted on or
before July 22, 2004.

V. Conclusion

For the foregoing reasons, the
Commission finds that the proposed
rule change, as amended, is consistent
with the Act and the rules and
regulations thereunder applicable to a
national securities exchange.

It is therefore ordered, pursuant to
Section 19(b)(2) of the Act,”3 that the
proposed rule change (SR-CHX-2003—
19), as amended, be, and hereby is,
approved, and that Amendment Nos. 2
and 3 to the proposed rule change be,
and hereby are, approved on an
accelerated basis.

7315 U.S.C. 78s(b)(2).

For the Commission, by the Division of
Market Regulation, pursuant to delegated
authority.74

Margaret H. McFarland,

Deputy Secretary.

[FR Doc. 04—14899 Filed 6—30—-04; 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 June 14,
2004, the New York Stock Exchange,
Inc. (“NYSE” or “the Exchange”) filed
with the Securities and Exchange
Commission the proposed rule change
as described in Items I and II below,
which items have been prepared by the
Exchange. The Exchange filed the
proposed rule change pursuant to
Section 19(b)(3)(A) of the Act3 and Rule
19b—4(f)(6) thereunder,* which renders
the proposal 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 proposed rule change consists of
an extension until January 31, 2005, of
a pilot regarding Voluntary
Supplemental Procedures for Selecting
Arbitrators (“Supplemental Procedures”
or “pilot program”’).

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. The text of
these statements may be examined at
the places specified in Item IV below.

7417 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).
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The Exchange has prepared summaries,
set forth in Sections A, B and C below.

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

1. Purpose

The proposed rule change is intended
to extend until January 31, 2005, the
pilot period of the Supplemental
Procedures, which were approved by
the Commission most recently for a two-
year period ending July 31, 2004.5

The Exchange currently offers four
alternative methods by which arbitrators
are assigned to cases. The first is the
traditional method pursuant to NYSE
Rule 607, in which the staff of the
Exchange appoints arbitrators to cases.
Three additional methods were
introduced in 2000 under the
Supplemental Procedures to allow
parties to select arbitrators: Random List
Selection, Enhanced List Selection and
any reasonable alternative method of the
parties’ own design and agreement.®

Under Random List Selection, the
parties are provided randomly generated
lists of public and securities classified
arbitrators. The parties have ten days to
strike and rank the names on the lists.
Based on mutual ranking of the lists, the
highest-ranking arbitrators are invited to
serve on the case. If a panel cannot be
generated from the first list, a second
list is generated, with three potential
arbitrators for each vacancy, and one
peremptory challenge available to each
party for each vacancy. If vacancies
remain after the second list has been
processed, arbitrators are then randomly
assigned to serve, subject only to
challenges for cause.

Under Enhanced List Selection, six
public and three securities classified
arbitrators are selected by Exchange
staff, based on their qualifications and
expertise. The lists are then sent to the
parties. The parties have a limited
number of strikes to use and are
required to rank the arbitrators not
stricken. Based on the mutual ranking of

5Exchange Act Release No. 46372 (August 16,
2002), 67 FR 54521 (August 22, 2002) (SR-NYSE—
2002-30).

6 The pilot program was implemented originally
for a two-year period. Exchange Act Release No.
43214 (August 28, 2000), 65 FR 53247 (September
1, 2000) (SR-NYSE-00-34). Upon expiration of the
first two-year period, the Exchange renewed the
pilot program for two additional years, ending on
July 31, 2004. Exchange Act Release No. 46372. See
also Exchange Act Release No. 47929 (May 27,
2003), 68 FR 32791 (June 2, 2003) (SR-NYSE-2003—
15) (amending the Supplemental Procedures to
conform with NYSE Rule 601, which provides that
a claim with an amount in dispute of $25,000 or
less will be decided by a single arbitrator, instead
of a panel of three).

the lists, the highest-ranking arbitrators
are invited to serve on the case.

Finally, the Supplemental Procedures
provide that the Exchange will
accommodate the use of any reasonable
alternative method of selecting
arbitrators that the parties decide upon,
provided that the parties agree. Absent
agreement to the use of Random List
Selection, Enhanced List Selection, or
any other reasonable alternative
method, the traditional method is used.

The Exchange, pursuant to a separate
filing (SR-NYSE-2004-29) 7, is
proposing amendments to Rule 607
which would, in effect, make permanent
a variation of the pilot program
described herein. Pending approval of
those amendments, the Exchange
proposes to extend the pilot period for
the Supplemental Procedures for an
additional six months.

2. Statutory Basis

The Exchange believes that the
proposed rule change is consistent with
Section 6(b)(5) of the Act?8 in that it
promotes just and equitable principles
of trade by ensuring that members and
member organizations and the public
have a fair and impartial forum for the
resolution of their disputes.

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 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 neither solicited
nor received written comments on the
proposed rule change.

I1I. Date of Effectiveness of the
Proposed Rule Change and Timing for
Commission Action

The Exchange has designated the
proposed rule change as one that: (i)
Does not significantly affect the
protection of investors or the public
interest; (ii) does not impose any
significant burden on competition; and
(iii) does not become operative for 30
days from the date on which it was
filed, or such shorter time as the
Commission may designate. Therefore,
the foregoing rule change has become
effective pursuant to Section 19(b)(3)(A)
of the Act and Rule 19b—4(f)(6)
thereunder. At any time within 60 days

7Filed with the Commission on June 14, 2004.
815 U.S.C. 78f(b)(5).

of the filing of the 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 Act.

Pursuant to Rule 19b—4(f)(6)(iii) under
the Act9, the proposal may not become
operative for 30 days after the date of its
filing, or such shorter time as the
Commission may designate if consistent
with the protection of investors and the
public interest, and the Exchange must
file notice of its intent to file the
proposed rule change at least five
business days beforehand. The
Exchange has requested that the
Commission waive the five-day pre-
filing requirement and the 30-day
operative delay so that the proposed
rule change will become immediately
effective upon filing.

The Commission is exercising its
authority to waive the five-day pre-filing
requirement and believes that waiver of
the 30-day operative delay is consistent
with the protection of investors and the
public interest.10 In this regard, the
Commission notes that the proposal is
the extension of a pilot program that has
been in effect at the Exchange since
August 2000. Nothing in the current
notice should be interpreted as
suggesting the Commission is
predisposed to approving the pilot
program on a permanent basis.

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 e-mail to rule-
comments@sec.gov. Please include File
Number SR-NYSE-2004-28 on the
subject line.

Paper Comments

e Send paper comments in triplicate
to Jonathan G. Katz, Secretary,
Securities and Exchange Commission,
450 Fifth Street, NW., Washington, DC
20549-0609.

917 CFR 240.19b—4(f)(6)(iii).

10For purposes only of accelerating the operative
date of this proposal, the Commission has
considered the proposed rule’s impact on
efficiency, competition, and capital formation. 15
U.S.C. 78c(f).
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All submissions should refer to File
Number SR-NYSE-2004-28. 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 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 inspection and copying in
the Commission’s Public Reference
Section, 450 Fifth Street, NW.,
Washington, DC 20549. Copies of such
filing also will be available for
inspection and copying at the principal
office of the NYSE. 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-NYSE—
2004-28 and should be submitted on or
before July 22, 2004.

For the Commission, by the Division of

Market Regulation, pursuant to delegated
authority.1?

Margaret H. McFarland,

Deputy Secretary.

[FR Doc. 04—14898 Filed 6—30-04; 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 June 10,
2004, the Pacific Exchange, Inc. (“PCX”

1117 CFR 200.30-3(a)(12).
115 U.S.C. 78s(b)(1).
217 CFR 240.19b—4.

or “Exchange”) 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 the Exchange. On June 22, 2004, the
Exchange filed Amendment No. 1 to the
proposed rule change.3 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

PCX is proposing to eliminate the rule
that allows a Market Maker or Floor
Broker to manually trade with orders
and Quotes with Size 4 in the
Consolidated Book by vocalizing a bid
or offer in a particular series and
effecting a trade with the Order Book
Official. The text of the proposed rule
change appears below. Text to be
deleted is in brackets.

Rules of the Board of Governors of the
Pacific Exchange, Inc.

Rule 6—Options Trading; Priority and
Order Allocation Procedures

Rule 6.76(a)—(d)(1)(C)—No change.

[Rule 6.76(d)(2) Market Makers and
Floor Brokers may trade with orders and
Quotes with Size in the Consolidated
Book by vocalizing a bid or offer in a
particular series and effecting a trade
with the Order Book Official.]

Commentary .01-.02—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. PCX
has prepared summaries, set forth in
sections A, B, and C below, of the most
significant aspects of such statements.

3 See letter from Steven B. Matlin, Senior

Attorney, PCX, to Nancy J. Sanow, Assistant
Director, Division of Market Regulation,
Commission, dated June 21, 2004 (‘“‘Amendment No
1”). In Amendment No. 1, the Exchange clarified
the language describing the PCX Plus platform in
the Purpose section.

4 See PCX Rule 6.1(b)(33).

5 See PCX Rule 6.1(b)(37).

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

1. Purpose

Currently, PCX Rule 6.76(d)(2)
permits Market Makers and Floor
Brokers to manually trade with orders
and Quotes with Size in the
Consolidated Book by vocalizing a bid
or offer in a particular series and
effecting a trade with the Order Book
Official. The PCX represents that the
PCX Plus platform does not support the
functionality required by PCX Rule
6.76(d)(2) and that the PCX does not
intend to develop such functionality. As
such, the PCX believes that it is
necessary to remove this provision from
the Exchange’s rules to conform the PCX
rules to currently available and
contemplated future trading procedures.
The Exchange is not proposing to
eliminate a Member’s ability to trade
with orders and Quotes with Size in the
Consolidated Book. Rather, the
Exchange chooses to have this type of
trading available only on its electronic
platform, PCX Plus. Therefore, Market
Makers and Floor Brokers who wish to
trade with orders and Quotes with Size
in the Consolidated Book may do so by
obtaining and using the PCX Plus
platform.

In addition to the reason set forth
above, the Exchange represents that
requiring Market Makers and Floor
Brokers to manually interact with an
Order Book Official to execute a trade is
not as efficient as executing the trade
electronically via PCX Plus. The
Exchange also represents that, because
of the inefficiencies that exist with
manual interaction, no Exchange
Members have requested this
functionality. Therefore, the Exchange
believes that removing the rule
permitting this manual interaction will
have no impact on the Exchange
Members.

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 6(b)(5) of the
Act?” in particular, because it is
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,
and to remove impediments to and
perfect the mechanism of a free and

615 U.S.C. 78f(b).
715 U.S.C. 78f(b)(5).
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