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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-FINRA-2011-057 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-FINRA-2011-057. 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 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 such filing
also will be available for inspection and
copying at the principal office of
FINRA. 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-FINRA-2011-057 and
should be submitted on or before
November 14, 2011.

For the Commission, by the Division of
Trading and Markets, pursuant to delegated
authority.4?

Elizabeth M. Murphy,
Secretary.

Exhibit A

Alphabetical List of Written Comments

1. Achates Capital Advisors LLC
(March 4, 2011) (‘“‘Achates”).

2. American Bar Association (March
14, 2011) (“ABA”).

4117 CFR 200.30-3(a)(12).

3. AOG Wealth Management (March
14, 2011) (“AOG”).

4. Balanced Financial Securities
(February 12, 2011) (“BFS”).

5. Colonnade Securities LLC (March
10, 2011) (‘“Colonnade”).

6. Cornell University Law School
(March 14, 2011) (“Cornell”).

7. Financial Services Institute (March
15, 2011) (“FSI”).

8. Ken George (March 14, 2011)
(“George”).

9. Integrated Management Solutions
USA LLC (March 14, 2011) (“IMS”).

10. Investment Program Association
(March 14, 2011) (“IPA”).

11. Intellivest Securities, Inc. (March
10, 2011) (“Intellivest Securities™).

12. Krieger & Prager, LLP (February
18, 2011) (“Krieger & Prager”).

13. The LeGaye Law Firm P.C. (March
14, 2011) (“LeGaye”).

14. Valerie Lewis (January 19, 2011)
(“Lewis”).

15. Locke Lord Bissell & Liddell LLP
(March 11, 2011) (“Locke Lord”).

16. Moloney Securities Co., Inc.
(March 7, 2011) (“Moloney”).

17. Managed Funds Association
(March 14, 2011) (“MFA”).

18. Mick & Associates, P.C., LLO
(March 10, 2011) (“Mick & Associates’).

19. National Investment Banking
Association (March 14, 2011) (“NIBA”).

20. Network 1 Financial Securities,
Inc. (March 10, 2011) (“Network 1”°).

21. New York City Bar Association
(March 14, 2011) (“NYC Bar”).

22. New York State Bar Association
(March 28, 2011) (“NY State Bar”).

23. Patrick Capital Markets, LLC
(March 14, 2011) (“Patrick”).

24, Real Estate Investment Securities
Association (March 14, 2011)
(“REISA™).

25. Rothwell Consulting LLC (March
1, 2011) (“Rothwell Consulting”).

26. Saxony Securities, Inc. (March 14,
2011) (“Saxony”).

27. Schulten, Ward & Turner
(February 3, 2011) (“Schulten Ward”).

28. Secore & Waller, L.L.P. (March 14,
2011) (“Secore & Waller”).

29. Securities Industry and Financial
Markets Association (March 14, 2011)
(“SIFMA”).

30. St. Charles Capital, LLC (March
14, 2011) (‘““‘St. Charles”).

31. Sullivan & Cromwell LLP (March
14, 2011) (“‘Sullivan & Cromwell”).

32. Sutherland Asbill & Brennan LLP
(March 14, 2011) (““‘Sutherland”).

33. Third Party Marketers Association
(March 10, 2011) (“3PM”).

34. Walton Securities, Inc. (March 14,
2011) (““WSI”).

35. Weinstein Smith LLP (March 9,
2011) (“Weinstein Smith”’).

[FR Doc. 2011-27328 Filed 10-21-11; 8:45 am]
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October 18, 2011.

1. Introduction

On August 30, 2011, ICE Clear Credit
LLC (“ICC”) filed with the Securities
and Exchange Commission
(“Commission”’) the proposed rule
change SR-ICGC-2011-01 pursuant to
Section 19(b)(1) of the Securities
Exchange Act of 1934 (“Act”)* and Rule
19b—4 thereunder.2 The proposed rule
change was published for comment in
the Federal Register on September 9,
2011.3 The Commission received no
comment letters regarding the proposal.
For the reasons discussed below, the
Commission is granting approval of the
proposed rule change.

II. Description

This rule change will amend Chapter
26 of ICC’s rules to add Sections 26D
and 26E to provide for the clearance of
Emerging Markets Standard Sovereign
CDS Contracts (‘“SES Contracts’’). ICC
will clear SES Contracts on four
sovereign reference entities: the
Federative Republic of Brazil, the
United Mexican States, the Bolivian
Republic of Venezuela, and the
Argentine Republic. If ICC determines to
list additional SES Contracts, it will
seek approval from the Commission for
such contracts (or for a class of product
including such contracts) by a
subsequent filing with the Commission.

SES Contracts have similar terms to
the North American Corporate CDS
Contracts (““Corporate Single Name CDS
Contracts”’) currently cleared by ICC and
governed by Section 26B of the ICC
rules. Accordingly, proposed rules in
Section 26D largely mirror the ICC rules
for Corporate Single Name CDS
Contracts in Section 26B, with certain
modifications that reflect differences in
terms and market conventions between
SES Contracts and Corporate Single
Name CDS Contracts. In the event that

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

217 CFR 240.19b—4.

3 Securities Exchange Act Release No. 34-65259
(September 2, 2011), 76 FR 55984 (September 9,
2011). In its filing with the Commission, ICC
included statements concerning the purpose of and
basis for the proposed rule change. The text of these
statements are incorporated into the discussion of
the proposed rule change in Section II below.
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a clearing participant is domiciled in a
country that is the reference entity for
an SES Contract, ICC will not permit the
clearing participant to clear such SES
Contract.

Rule 26D-102 (Definitions) sets forth
the definitions used for SES Contracts.
An “Eligible SES Reference Entity” is
defined as “‘each particular Reference
Entity included from time to time in the
List of Eligible Reference Entities,”
which is a list maintained, updated and
published from time to time by ICC
containing certain specified information
with respect to each reference entity.*
The Eligible SES Reference Entities will
at present be limited to the four Latin
American sovereigns listed above.
Certain substantive changes have also
been made to the definition of “List of
Eligible SES Reference Entities” (as
compared to the corresponding
definition in Section 26B), due to the
fact that certain terms and elections for
Corporate Single Name CDS Contracts
are not applicable to SES Contracts.
These include (i) The need for an
election as to whether “Restructuring”
is an eligible “Credit Event” (it is by
market convention applicable to all SES
Contracts, whereas it is generally not
applicable to Corporate Single Name
CDS Contracts) and (ii) the applicability
of certain International Swaps and
Derivatives Association (“ISDA”)
supplements that may apply to
Corporate Single Name CDS Contracts
but do not apply to SES Contracts,
including the 2005 Monoline
Supplement, the ISDA Additional
Provisions for a Secured Deliverable
Obligation Characteristic, and the ISDA
Additional Provisions for Reference
Entities with Delivery Restrictions.
According to ICC, SES Contracts will
only be denominated in U.S. Dollars.
The remaining definitions are
substantially the same as the definitions
found in ICC Section 26B, other than
with respect to certain conforming
changes.

Rules 26D-203 (Restriction on
Activity), 26D-206 (Notices Required of
Participants with respect to SES
Contracts), 26D-303 (SES Contract
Adjustments), 26D-309 (Acceptance of
SES Contracts by ICE Trust), 26D-315
(Terms of the Cleared SES Contract),
26D-316 (Relevant Physical Settlement
Matrix Updates), 26D-502 (Specified
Actions), and 26D—616 (Contract
Modification) reflect or incorporate the
basic contract specifications for SES
Contracts and are substantially the same

4 Similar to the index credit default swap (“CDS”)
contracts and Corporate Single Name CDS Contracts
that ICC currently clears, ICC will accept for
clearing sovereign CDS contracts denominated in
U.S. Dollars only.

as the corresponding provisions
applicable to Corporate Single Name
CDS Contracts in Section 26B of ICC
rules, other than with respect to certain
conforming changes. For the avoidance
of doubt, ICC will not accept a trade for
clearance and settlement if at the time
of submission or acceptance of the trade
or at the time of novation the CDS
Participant submitting the trade is
domiciled in the country of the Eligible
SES Reference Entity for such SES
Contract.

In addition to various non-substantive
conforming changes, the proposed rules
differ from the existing rules for
Corporate Single Name CDS Contracts
in that the contract terms in Rule 26D—
315 incorporate the relevant published
ISDA physical settlement matrix terms
for Standard Latin American Sovereign
transactions, rather than Standard North
American Corporate transactions, and,
as noted in the preceding paragraph, to
account for certain elections and
supplements used for Corporate Single
Name CDS Contracts that are not
applicable to SES Contracts.

New Section 26E (CDS Restructuring
Rules) provides rules applicable to
cleared Contracts in the event of a
restructuring credit event. Corporate
Single Name CDS Contracts currently
cleared by ICC are generally not subject
to these restructuring rules. Unlike other
credit events, following a restructuring
credit event, parties to a cleared SES
Contract must determine whether or not
to trigger their credit protection. To
facilitate this election while permitting
ICC to maintain a matched book of
cleared Contracts, Section 26E provides
that protection buyers and protection
sellers under a Restructuring CDS
Contract (defined as a CDS Contract
where a restructuring credit event has
occurred) will be matched into pairs,
each referred to as a “Matched
Restructuring Pair,” by ICC for purposes
of sending and receiving such triggering
notices. Rule 26E-102 sets forth the
definitions used throughout Section 26E
in connection with a restructuring credit
event.

The procedures for creation of
Matched Restructuring Pairs are set
forth in Rule 26E-103 (Allocation of
Matched Restructuring Pairs). Following
the announcement that a restructuring
credit event has occurred with respect
to an SES Contract, ICC will match each
protection seller in that contract with
one or more protection buyers in that
contract, such that the notional amount
of the contract of each protection seller
is fully allocated to one or more
protection buyers. In order to be
matched, positions in an SES Contract
must be of the same type (i.e., having

the same reference entity, tenor,
reference obligation, fixed rate, and
relevant physical settlement matrix).

The mechanics associated with the
delivery and receipt of notices by
clearing participants under Matched
Restructuring Pairs are set forth in Rule
26E—104 (Matched Restructuring Pairs;
Designations and Notices). This rule
provides that once ICC has created the
Matched Restructuring Pairs, ICC will
be deemed to have designated the
matched CDS buyer and matched CDS
seller as its designee to receive and
deliver credit event notices in relation
to the Restructuring CDS Contract. The
rule also contains a mechanism for
notifying ICC of disputes with respect to
such notices.

Finally, Rule 26E-105 (Separation of
Matched Restructuring Pairs) addresses
situations where an announcement of a
restructuring credit event is followed by
a determination that such event did not
in fact occur.5 The rule provides that if
ICC has not matched buyers with sellers
to form a Matched Restructuring Pair,
then ICC will not do so. If ICC has
matched sellers with buyers to form a
Matched Restructuring Pair, but
settlement (either auction settlement or
fallback physical settlement) has not
occurred, then ICC will reverse the
matching. If fallback physical settlement
is applicable, ICC will not reverse any
matching to the extent that the matched
CDS buyer or matched CDS seller has
given notice to ICC that the parties have
settled the relevant matched CDS
contract within one Business Day
following delivery of the matching
reversal notice. If a CDS contract is
reversed, ICC will recalculate the
margin accordingly.

ICC believes that clearance of SES
Contracts will facilitate the prompt and
accurate settlement of security-based
swaps and contribute to the
safeguarding of securities and funds
associated with security-based swap
transactions.®

5 Determination of a credit event and a
subsequent determination that a credit event did
not occur are made by the ISDA relevant credit
derivatives determinations committee (“DC”), or, in
the event a request has been submitted to the
relevant DC and ISDA has publicly announced that
the relevant DC has resolved not to determine the
answer, by the appropriate ICE Clear Credit
Regional CDS Committee.

6ICC has performed a variety of empirical
analyses related to clearing of SES Contracts on
sovereign reference entities, including back tests
and stress tests using actual clearing participant
portfolios (with respect to the stress tests) combined
with hypothetical positions in sovereign CDS
contracts based on data retrieved from the
Depository Trust Clearing Corporation’s Trade
Information Warehouse and through interaction
with ICC’s Trade Advisory Committee.
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III. Discussion

Section 19(b)(2)(B) of the Act directs
the Commission to approve a proposed
rule change of a self-regulatory
organization if it finds that such
proposed rule change is consistent with
the requirements of the Act and the
rules and regulations thereunder
applicable to such organization.” For
example, Section 17A(b)(3)(F) of the
Act8 requires, among other things, that
the rules of a clearing agency be
designed to remove impediments to and
perfect the mechanism of a national
system for the prompt and accurate
clearance and settlement of securities
transactions and to assure the
safeguarding of securities and funds in
the custody or control of the clearing
agency or for which it is responsible.

If approved, the proposed rule change
would for the first time permit a
Commission-registered clearing agency
to clear sovereign CDS contracts, and
ICC has informed the Commission that
it intends to introduce clearing of SES
Contracts on four sovereign reference
entities (the Federative Republic of
Brazil, the United Mexican States, the
Bolivian Republic of Venezuela, and the
Argentine Republic) products promptly
after obtaining Commission approval.
By bringing additional products into
clearing, the Commission believes the
proposed rule change is consistent with
the requirements of the Act in that it
would contribute to the national system
for the prompt and accurate clearance
and settlement of securities
transactions.

Given the particular characteristics of
the products proposed to be cleared, the
Commission also carefully considered
ICC’s ability to clear SES Contracts in a
safe and sound manner. After
considering the representations made by
ICC regarding its belief that the
clearance of SES Contracts will
contribute to the safeguarding of
securities and funds associated with
security-based swap transactions based
on its analysis,? the Commission
believes that the proposed rule change
is consistent with Section 17A(b)(3)(F)
of the Act, including ICC’s obligation to
ensure that its rules be designed to
assure the safeguarding of securities and
funds in the custody or control of the
clearing agency or for which it is
responsible.

IV. Conclusion

On the basis of the foregoing, the
Commission finds that the proposal is
consistent with the requirements of the

715 U.S.C. 78s(b)(2)(B).
815 U.S.C. 78q-1(b)(3)(F).
9 Supra note 6.

Act and in particular with the
requirements of Section 17A of the
Act 10 and the rules and regulations
thereunder.

It is therefore ordered, pursuant to
Section 19(b)(2) of the Act,11 that the
proposed rule change (File No. SR-ICC-
2011-01) be, and hereby is, approved.12

For the Commission, by the Division of

Trading and Markets, pursuant to delegated
authority.13

Kevin M. O’Neill,

Deputy Secretary.

[FR Doc. 2011-27380 Filed 10-21-11; 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 October
12, 2011, The NASDAQ Stock Market
LLC (“NASDAQ” or “Exchange”) filed
with the Securities and Exchange
Commission (“Commission”) the
proposed rule change as described in
Items [, 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 the Substance
of the Proposed Rule Change

The Exchange proposes to establish a
direct market data product, NASDAQ
Options Trade Outline (“NOTO”).

The text of the proposed rule change
is available on the Exchange’s Web site
at http://
www.nasdaq.cchwallstreet.com, at the
principal office of the Exchange, and at
the Commission’s Public Reference
Room.

1015 U.S.C. 78q—1.

1115 U.S.C. 78s(b)(2).

121n approving the proposed rule change, the
Commission considered the proposal’s impact on
efficiency, competition and capital formation. 15
U.S.C. 78c(f).

1317 CFR 200.30-3(a)(12).

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

217 CFR 240.19b—4.

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 establish the NOTO market
data product. NOTO is a market data
product offered by the Exchange that is
designed to provide proprietary
electronic trade data to subscribers.
NOTO is available as either an ‘“End-of-
Day” data product or an “Intra-Day”’
data product, as described more fully
below. NOTO is available to any person
who wishes to subscribe to it, regardless
of whether or not they are a member of
the Exchange. NOTO is available only
for internal use and distribution by
subscribers.

Data Included in NOTO

NOTO provides information about the
activity of a particular option series
during a particular trading session.
NOTO subscribers will receive the
following data:

e Aggregate number of buy and sell
transactions in the affected series;

e Aggregate volume traded
electronically on the Exchange in the
affected series;

e Aggregate number of trades effected
on the Exchange to open a position; 3

e Aggregate number of trades effected
on the Exchange to close a position; 4

3NOTO will provide subscribers with the
aggregate number of “opening purchase
transactions” in the affected series. An opening
purchase transaction is an Exchange options
transaction in which the purchaser’s intention is to
create or increase a long position in the series of
options involved in such transaction. NOTO will
also provide subscribers with the aggregate number
of “opening writing transactions.” An opening
writing transaction is an Exchange options
transaction in which the seller’s (writer’s) intention
is to create or increase a short position in the series
of options involved in such transaction.

4NOTO will provide subscribers with the
aggregate number of “closing purchase
transactions” in the affected series. A closing

Continued
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