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all transactions effected under the rule
during the preceding quarter complied
with the established procedures. Rule
17e–1 also requires the fund to (i)
maintain permanently a written copy of
the procedures adopted by the board for
complying with the requirements of the
rule; and (ii) maintain for a period of six
years, the first two in an easily
accessible place, a written record of
each transaction subject to the rule,
setting forth the amount and source of
the commission, fee, or other
remuneration received; the identity of
the broker; the terms of the transaction;
and the materials used to determine that
the transactions were effected in
compliance with the procedures
adopted by the board. The
recordkeeping requirements under rule
17e–1 enable the Commission to ensure
that affiliated brokers receive
compensation that does not exceed the
usual and customary broker’s
commission. Without the recordkeeping
requirements, Commission inspectors
would have difficulty ascertaining
whether funds were complying with
rule 17e–1.
Based on an analysis of fund filings,
the staff estimates that approximately
266 funds enter into subadvisory
agreements each year.1 Based on
discussions with industry
representatives, the staff estimates that
it will require approximately 3 attorney
hours to draft and execute additional
clauses in new subadvisory contracts in
order for funds and subadvisers to be
able to rely on the exemptions in rule
17e–1. Because these additional clauses
are identical to the clauses that a fund
would need to insert in their
subadvisory contracts to rely on rules
12d3–1, 10f–3, and 17a–10, and because
we believe that funds that use one such
rule generally use all of these rules, we
apportion this 3 hour time burden
equally to all four rules. Therefore, we
estimate that the burden allocated to
rule 17e–1 for this contract change
would be 0.75 hours.2 Assuming that all
266 funds enter into new subadvisory
contracts each year make the
modification to their contract required
by the rule, we estimate that the rule’s
1 Based on data from Morningstar, as of June 30,
2018, there are 12,393 registered funds (open-end
funds, closed-end funds, and exchange-traded
funds), 4,594 funds of which have subadvisory
relationships (approximately 37%). Based on data
from the 2018 ICI Factbook, 720 new funds were
established in 2017 (705 open-end funds and
exchange-traded funds + 15 closed-end funds (from
the ICI Research Perspective, April 2018)). 720 new
funds × 37% = 266 funds.
2 3 hours ÷ 4 rules = 0.75 hours.

VerDate Sep<11>2014

17:22 Feb 04, 2019

Jkt 247001

contract modification requirement will
result in 200 burden hours annually.3
Based on an analysis of fund filings,
we estimate that approximately 1,609
funds use at least one affiliated broker.
Based on staff experience and
conversations with fund representatives,
the staff estimates approximately 40
percent of transactions (and thus, 40%
of funds) that occur under the rule 17e–
1 would be exempt from its
recordkeeping and review requirements.
This would leave approximately 965
funds 4 still subject to the rule’s
recordkeeping and review requirements.
Based on staff experience and
conversations with fund representatives,
we estimate that the burden of
compliance with rule 17e–1 is
approximately 50 hours per fund per
year. This time is spent, for example,
reviewing the applicable transactions
and maintaining records. Accordingly,
we calculate the total estimated annual
internal burden of complying with the
review and recordkeeping requirements
of rule 17e–1 to be approximately
48,250 hours,5 and the total annual
burden of the rule’s paperwork
requirements is 48,450 hours.6
Estimates of the average burden hours
are made solely for the purposes of the
Paperwork Reduction Act and are not
derived from a comprehensive or even
a representative survey or study of the
costs of Commission rules and forms.
The collection of information under rule
17e–1 is mandatory. The information
provided under rule 17e–1 will not be
kept confidential. An agency may not
conduct or sponsor, and a person is not
required to respond to, a collection of
information unless it displays a
currently valid OMB control number.
The public may view the background
documentation for this information
collection at the following website,
www.reginfo.gov. Comments should be
directed to: (i) Desk Officer for the
Securities and Exchange Commission,
Office of Information and Regulatory
Affairs, Office of Management and
Budget, Room 10102, New Executive
Office Building, Washington, DC 20503,
or by sending an email to:
Lindsay.M.Abate@omb.eop.gov and (ii)
Charles Riddle, Acting Director/Chief
Information Officer, Securities and
Exchange Commission, c/o Candace
Kenner, 100 F Street NE, Washington,
DC 20549 or send an email to: PRA_
Mailbox@sec.gov. Comments must be
3 This estimate is based on the following
calculation: 0.75 hours × 266 funds = 200 burden
hours.
4 1,609 funds × 0.6 = 965 funds.
5 965 funds × 50 hours per fund = 48,250 hours.
6 200 hours + 48,250 hours = 48,450 hours.
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submitted to OMB within 30 days of
this notice.
Dated: January 31, 2019.
Eduardo A. Aleman,
Deputy Secretary.
[FR Doc. 2019–01042 Filed 2–4–19; 8:45 am]
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Pursuant to Section 19(b)(1) of the
Securities Exchange Act of 1934 (the
‘‘Act’’),1 and Rule 19b–4 thereunder,2
notice is hereby given that on December
19, 2018, Cboe Exchange, Inc. (the
‘‘Exchange’’ or ‘‘Cboe Options’’) filed
with the Securities and Exchange
Commission (the ‘‘Commission’’) the
proposed rule change as described in
Items I, 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 Substance of
the Proposed Rule Change
Cboe Exchange, Inc. (the ‘‘Exchange’’
or ‘‘Cboe Options’’) proposes to amend
its Fees Schedule with respect to the
SPX Select Market-Maker Program. The
text of the proposed rule change is
provided in Exhibit 5.
The text of the proposed rule change
is also available on the Exchange’s
website (http://www.cboe.com/
AboutCBOE/
CBOELegalRegulatoryHome.aspx), at
the Exchange’s Office of the Secretary,
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
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
1 15
2 17
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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 Exchange is proposing to amend
the SPX Select Market-Maker (‘‘SMM’’)
Program, effective December 31, 2018.
By way of background, the Exchange
recently established a financial
incentive program for SPX SMMs,
which provides that any appointed SPX
SMM will receive a monthly waiver of
the cost of one Market-Maker Trading
Permit and one SPX Tier Appointment
provided that the SMM satisfies a
heightened quoting standard for that
month, which standard is set forth in
Footnote 49 of the Fees Schedule.
Footnote 49 currently provides that an
SMM will receive the monthly Trading
Permit and SPX Tier Appointment
waiver if it (1) provides continuous
electronic quotes in 95% of all SPX
series 90% of the time in a given month,
(2) submits opening quotes that are no
wider than the Opening Exchange
Prescribed Width (‘‘OEPW’’) within one
minute of the initiation of an opening
rotation in any series that is not open
due to the lack of a qualifying quote, on
all trading days, to ensure electronic
quotes on the open that allow the series
to open, (3) submit [sic] opening quotes
that are no wider than the OEPW quote
by 8:00 a.m. (CT) on volatility index
derivative settlement days in the SPX
series that expire in the month used to
calculate the settlement value for
expiring volatility index derivatives and
(4) provides quotes for the end-of-month
fair value closing rotation on a rotating
basis.3
The Exchange proposes to amend the
criteria currently set forth in the fourth
prong of the heightened quoting
standard described above. Specifically,
the Exchange proposes to no longer
require that a designated SMM provide
quotes for the end-of-month fair value
closing rotation (‘‘closing rotation’’) on
a rotating basis and instead require that
within 30 minutes from the initiation of
the end-of-month fair value closing
rotation, the Exchange must disseminate
end-of-month closing quotations
pursuant to Cboe Options Rule
6.2(.06)(a) in order for the 4th prong to
3 The

end-of-month fair value closing rotation is
governed by Cboe Options Rule 6.2, Interpretation
and Policy .06.
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be satisfied. By way of background,
Interpretation and Policy .06(a) of Rule
6.2 provides that on the last business
day of each month, the Exchange will
conduct special end-of-month nontrading rotations for each series of SPX
options in order to determine the
theoretical ‘‘fair value’’ of such series as
[sic] of SPX as of the time of close of
trading in the underlying cash market.4
The Exchange proposes to condition the
SMM financial benefit on the closing
rotation resulting in the dissemination
of quotes pursuant to Cboe Options Rule
6.2(.06)(a) as the Exchange believes the
proposed change will encourage all
SMMs to provide end-of-month nontrading settlement pricing quotations in
SPX and SPXW as it would be in the
interest of the SMMs to each participate
in order to ensure that the Exchange is
ultimately able to disseminate the fair
value quotes, thereby satisfying the
fourth prong. The Exchange also
believes the proposed amendment to the
fourth prong is commensurate with the
financial benefit the Exchange offers
through the SMM program.
The Exchange lastly proposes to make
non-substantive clean up changes to
correct two typographical errors. First,
the Exchange notes that the word ‘‘to’’
is missing from the second prong of
Footnote 49 and as such, proposes to
add ‘‘to’’ in the second prong. Second,
the Exchange proposes to add an ‘‘s’’ to
the end of ‘‘submit’’ in the third prong
so that the language in each prong is
grammatically consistent.
2. Statutory Basis
The Exchange believes the proposed
rule change is consistent with the
Securities Exchange Act of 1934 (the
‘‘Act’’) and the rules and regulations
thereunder applicable to the Exchange
and, in particular, the requirements of
Section 6(b) of the Act.5 Specifically,
the Exchange believes the proposed rule
change is consistent with the Section
6(b)(5) 6 requirements that the rules of
an exchange be 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 regulating, clearing, settling,
processing information with respect to,
and facilitating transactions in
securities, to remove impediments to
and perfect the mechanism of a free and
open market and a national market
system, and, in general, to protect
investors and the public interest.
4 See Cboe Options Rule 6.2, Interpretation and
Policy .06.(a).
5 15 U.S.C. 78f(b).
6 15 U.S.C. 78f(b)(5).
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Additionally, the Exchange believes the
proposed rule change is consistent with
Section 6(b)(4) of the Act,7 which
requires that Exchange rules provide for
the equitable allocation of reasonable
dues, fees, and other charges among its
Trading Permit Holders and other
persons using its facilities.
The Exchange believes amending the
fourth prong in Footnote 49 is
reasonable as it does not change the
financial benefit offered. Additionally,
the Exchange believes the proposed
amendment is reasonable, equitable and
not unfairly discriminatory because it
applies to all SMMs uniformly and
because if the fourth prong, as amended,
is not met, the SMMs merely will not
receive the offered financial benefit. The
Exchange also believes the requirement
under the amended fourth prong is
commensurate with the financial benefit
offered. Additionally, the Exchange
notes that its closing rotation is
designed to foster consistency in the
S&P 500 Index-related markets by
aligning the price of SPX options and
S&P 500 futures prices. The Exchange
believes that its proposed rule change
removes impediments to and perfects
the mechanism of a free and open
national market system as it continues
to allow traders and investors to realize
consistency across the different S&P 500
Index-related markets at the end of each
month. Particularly, as noted above, the
proposed amendment is designed to
encourage all SMMs to provide end-ofmonth non-trading settlement pricing
quotations in SPX and SPXW, which
would increase the probability that the
Exchange would be able to disseminate
fair value quotes pursuant to Rule
6.2(.06)(a).
The Exchange believes the proposal to
fix two typographical errors makes the
fees schedule easier to read and reduces
potential confusion, thereby removing
impediments to and perfecting the
mechanism of a free and open market
and a national market system, and, in
general, protecting investors and the
public interest.
B. Self-Regulatory Organization’s
Statement on Burden on Competition
The Exchange does not believe that
the proposed rule changes will impose
any burden on competition that are not
necessary or appropriate in furtherance
of the purposes of the Act. The
Exchange does not believe that the
proposed rule change will impose any
burden on intramarket competition that
is not necessary or appropriate in
furtherance of the purposes of the Act
because it applies uniformly to all SPX
7 15
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SMMs. The Exchange does not believe
that the proposed rule change will
impose any burden on intermarket
competition that is not necessary or
appropriate in furtherance of the
purposes of the Act because SPX
options are proprietary products that
will only be traded on Cboe Options. To
the extent that the proposed changes
make Cboe Options a more attractive
marketplace for market participants at
other exchanges, such market
participants are welcome to become
Cboe Options market participants.
C. Self-Regulatory Organization’s
Statement on Comments on the
Proposed Rule Change Received From
Members, Participants, or Others
The Exchange neither solicited nor
received comments on the proposed
rule change.
III. Date of Effectiveness of the
Proposed Rule Change and Timing for
Commission Action
The foregoing rule change has become
effective pursuant to Section 19(b)(3)(A)
of the Act 8 and paragraph (f) of Rule
19b–4 9 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. If the
Commission takes such action, the
Commission will institute proceedings
to determine whether the proposed rule
change should be approved or
disapproved.
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:

All submissions should refer to File
Number SR–CBOE–2018–075. 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 website (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 website 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.
Persons submitting comments are
cautioned that we do not redact or edit
personal identifying information from
comment submissions. You should
submit only information that you wish
to make available publicly. All
submissions should refer to File
Number SR–CBOE–2018–075, and
should be submitted on or before
February 20, 2019.
For the Commission, by the Division of
Trading and Markets, pursuant to delegated
authority.10
Eduardo A. Aleman,
Deputy Secretary.
[FR Doc. 2019–01179 Filed 2–4–19; 8:45 am]
BILLING CODE 8011–01–P

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–
CBOE–2018–075 on the subject line.
Paper Comments
• Send paper comments in triplicate
to Secretary, Securities and Exchange
Commission, 100 F Street NE,
Washington, DC 20549–1090.
8 15
9 17

U.S.C. 78s(b)(3)(A).
CFR 240.19b–4(f).

VerDate Sep<11>2014

17:22 Feb 04, 2019

[Release No. 34–85005; File No. SR–NYSE–
2018–54]

Self-Regulatory Organizations; New
York Stock Exchange LLC; Notice of
Designation of Longer Period for
Commission Action on a Proposed
Rule Change Amending Sections
312.03 and 312.04 of the Listed
Company Manual To Amend the Price
Requirements for Certain Exceptions
From the Shareholder Approval Rules
January 30, 2019.

On December 3, 2018, New York
Stock Exchange LLC (‘‘NYSE’’ or the
‘‘Exchange’’) filed with the Securities
and Exchange Commission
(‘‘Commission’’), pursuant to Section
19(b)(1) of the Securities Exchange Act
of 1934 (‘‘Act’’) 1 and Rule 19b–4
thereunder,2 a proposed rule change to
amend Sections 312.03 and 312.04 of
the Listed Company Manual to modify
the price requirements that companies
must meet in order to avail themselves
of certain exceptions from the
shareholder approval requirements set
forth in Section 312.03. The proposed
rule change was published for comment
in the Federal Register on December 20,
2018.3 No comments have been received
on the proposed rule change.
Section 19(b)(2) of the Act 4 provides
that, within 45 days of the publication
of the notice of the filing of a proposed
rule change, or within such longer
period up to 90 days as the Commission
may designate if it finds such longer
period to be appropriate and publishes
its reasons for so finding or as to which
the self-regulatory organization
consents, the Commission shall approve
the proposed rule change, disapprove
the proposed rule change, or institute
proceedings to determine whether the
proposed rule change should be
disapproved. The 45th day after
publication of the notice for this
proposed rule change is February 3,
2019. The Commission is extending this
45-day time period.
The Commission finds that it is
appropriate to designate a longer period
within which to take action on the
proposed rule change so that it has
sufficient time to consider the proposed
rule change. Accordingly, the
Commission, pursuant to Section
19(b)(2) of the Act,5 designates March
1 15

U.S.C. 78s(b)(1).
CFR 240.19b–4.
3 See Securities Exchange Act Release No. 84821
(December 14, 2018), 83 FR 65378 (December 20,
2018).
4 15 U.S.C. 78s(b)(2).
5 Id.
2 17
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