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should help eliminate the distortive
practice of trade shredding, and,
therefore, promote just and equitable
principles of trade.

IV. Conclusion

It is therefore ordered, pursuant to
section 19(b)(2) of the Act,b that the
proposed rule change (File No. SR—
NSX-2006-05), be and hereby is,
approved.

For the Commission, by the Division of

Market Regulation, pursuant to delegated
authority.”

J. Lynn Taylor,

Assistant Secretary.

[FR Doc. 06—4998 Filed 5-31-06; 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 April 26,
2006, National Stock Exchange (“NSX”
or “Exchange”) filed with the Securities
and Exchange Commission
(“Commission”) the proposed rule
change as described in Items [, I and IIT
below, which Items have been prepared
by NSX. On May 23, 2006, NSX filed
Amendment No. 1. NSX filed the
proposed rule change pursuant to
section 19(b)(3)(A) of the Act and Rule
19b—4(f)(6) thereunder,* which renders
it effective upon filing with the
Commission.5 The Commission is
publishing this notice to solicit

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

717 CFR 200.30-3(a)(12).

115 U.S.C. 78s(b)(1).

217 CFR 240.19b—4.

417 CFR 240.19b—(4)(f)(6).

5NSX provided the Commission with written
notice of its intent to file the proposed rule change
on April 20, 2006. For purposes of calculating the
60-day abrogation period, the Commission
considers the period to have commenced on May
23, 2006, the date NSX filed Amendment No. 1. See
section 19(b)(3)(A) of the Act, and Rule 19b—
4(f)(6)(iii) thereunder. 15 U.S.C. 78s(b)(1), 17 CFR
240.19b—(f)(6)(iii).

comments on the proposed rule change,
as amended, from interested persons.

I. Self-Regulatory Organization’s
Statement of the Terms of Substance of
the Proposed Rule Change

NSX proposes to amend NSX Rules
11.10(A)(k) and (1) to amend its Tape B
market data revenue sharing program,
and to establish a Tape C market data
revenue sharing program. The text of the
proposed rule change is available at the
Commission, at NSX, and on the NSX
Web site at http://www.nsx.com/
RulesFilings2.asp.

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

In its filing with the Commission,
NSX 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. NSX 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

NSX Rule 11.10(A)(k) currently
provides for a Tape B rebate program,
consisting of a 50% transaction credit
on revenues generated by transactions
in Tape B securities. The credit is
allocable to members on a pro rata basis
based upon Tape B revenue generated
by a member’s transactions on the
Exchange.

Under the current Tape B rebate
program, the transaction credit is based
on net revenue in those fiscal quarters
where the overall revenue retained by
the Exchange does not offset actual
expenses and working capital needs.
The Exchange is proposing to amend the
Tape B program to remove this aspect,
so that the Tape B rebate program will
be based only on gross Tape B revenue.
The Exchange believes this change will
not impair its ability to carry out its
regulatory responsibilities under the
Act, as the change is likely to lead to
greater transactional volume in Tape B
securities on the Exchange and therefore
greater revenues that may be applied to
the Exchange’s regulatory programs. The
Exchange is cognizant of its surveillance
and compliance responsibilities as a
self-regulatory organization. As such,
the Exchange represents that its

responsibilities as a self-regulatory
organization will be in no way
compromised by the implementation of
the changes proposed herein. The
Exchange notes that the calculation of
rebates based on gross revenues is
consistent with market data revenue
rebate programs of other national
securities exchanges.®

The Exchange also proposes to
establish an equivalent market data
revenue sharing program for Tape C
securities. The proposed Tape C
program will also provide a 50%
transaction credit on revenues generated
by transactions in Tape C securities, and
will be allocable to members on a pro
rata basis based upon the Tape C
revenue generated by such member. The
Exchange believes that there is no
regulatory reason to distinguish Tape C
transactions from Tape B transactions,
and is therefore proposing an equivalent
market data revenue sharing program.
As with the current Tape B program, to
the extent that market data revenue from
Tape C transactions is subject to any
adjustment, credits provided under the
Tape C program may be adjusted
accordingly.

In connection with these changes, the
Exchange is proposing to move its
current Tape B rebate program from
NSX Rule 11.10(A)(k) to NSX Rule
11.10(A)(1), so that both the Tape B and
Tape C programs will be contained in
the same paragraph of NSX Rule
11.10(A).

The Exchange believes the proposed
rule change is consistent with the
protection of investors and the public
interest because it will lower the cost of
trading and market data to broker-
dealers and the investing public, and
because it may enhance competition in
the trading of Tape B and Tape C
securities.

6 The Exchange’s definition of “gross revenue” is
the revenue received by the Exchange from the tape
associations after the tape associations take into
account the “allocated support cost” and
“unincorporated business costs.” Some markets,
such as the Chicago Stock Exchange (“CHX”),
provide for rebates based upon monthly tape
revenue from the Consolidated Tape Association
(less all direct CTA costs) generated by a particular
Tape A or Tape B security. See CHX Fee Schedule,
Section M. Other markets, like the Nasdaq Stock
Market, allow members to earn credits from one or
two pools, with each pool representing 50% of the
tape revenue paid by the Consolidated Tape
Association for each of the Tape A or Tape B
transactions after deducting the amount that the
market pays to the Consolidated Tape Association
for capacity usage. See NASD Rule 7010(c)(2).
While NYSE Arca LLG has some limitations on who
is eligible to receive rebates, the amount of the pool
for calculation purposes is based on 50% of the
gross revenues derived from market data fees. See
NYSE Arca “Market Data Revenue Sharing Credits”
under Exchange Fees.
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2. Statutory Basis

NSX believes that the proposed rule
change is consistent with the provisions
of section 6(b) of the Act,? in general,
and with section 6(b)(4) of the Act,8 in
particular, in that it is designed to
provide for the equitable allocation of
reasonable dues, fees and other charges
by crediting members on a pro rata
basis.

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

NSX does not believe that the
proposed rule change will impose any
inappropriate burden on competition.

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.

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

Because the foregoing 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, it has become effective
pursuant to section 19(b)(3)(A) of the
Act 9 and Rule 19b—4(f)(6) thereunder.1©
At any time within 60 days 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
purposes of the Act.

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 e-mail to rule-
comments@sec.gov. Please include File

715 U.S.C. 78f(b).
815 U.S.C. 78f(b)(4).
915 U.S.C. 78s(b)(3)(A).

1017CFR 240.19b—4(f)(6).

Number SR-NSX-2006—07 on the
subject line.

Paper Comments

¢ Send paper comments in triplicate
to Nancy M. Morris, Secretary,
Securities and Exchange Commission,
100 F Street, NE., Washington, DC
20549-1090.

All submissions should refer to File
Number SR-NSX-2006—-07. 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
Room. Copies of such filing also will be
available for inspection and copying at
the principal office of NSX. 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-NSX-2006-07 and should
be submitted on or before June 22, 2006.

For the Commission, by the Division of
Market Regulation, pursuant to delegated
authority.1?

J. Lynn Taylor,

Assistant Secretary.

[FR Doc. E6-8441 Filed 5—-31-06; 8:45 am]
BILLING CODE 8010-01-P
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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 April 26,
2006, the Philadelphia Stock Exchange,
Inc. (“Phlx” or “Exchange”) 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
Commission is publishing this notice to
solicit comments on the proposed rule
change from interested persons and is
approving the proposal on an
accelerated basis, for a pilot period
through May 27, 2007.

I. Self-Regulatory Organization’s
Statement of the Terms of Substance of
the Proposed Rule Change

The Phlx proposes to extend, for an
additional one year period, a pilot
program concerning Exchange Rule
1080, Phlx Automated Options Market
(AUTOM) 3 and Automatic Execution
System (AUTO-X), and Exchange Rule
1014, Obligations And Restrictions
Applicable To Specialists And
Registered Options Traders. Specifically
the pilot program covers: (1) Exchange
Rule 1080(1), Directed Orders, under
which Exchange specialists, Streaming
Quote Traders (“SQTs”’) 4 and Remote

115 U.S.C. 78s(b)(1).

217 CFR 240.19b—4.

3 AUTOM is the Exchange’s electronic order
delivery, routing, execution and reporting system,
which provides for the automatic entry and routing
of equity option and index option orders to the
Exchange trading floor. Orders delivered through
AUTOM may be executed manually, or certain
orders are eligible for AUTOM'’s automatic
execution features, AUTO-X, Book Sweep and
Book Match. Equity option and index option
specialists are required by the Exchange to
participate in AUTOM and its features and
enhancements. Option orders entered by Exchange
members into AUTOM are routed to the appropriate
specialist unit on the Exchange trading floor.
AUTOM is today more commonly referred to as
Phlx XL. See Exchange Rule 1080.

4 An SQT is an Exchange Registered Options
Trader (“ROT”) who has received permission from
the Exchange to generate and submit option
quotations electronically through an electronic
interface with AUTOM via an Exchange approved

Continued
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