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portions of the text of the proposed rule change in which changes are being made if
the filing (i.e. partial amendment) is clearly understandable on its face.  Such partial 
amendment shall be clearly identified and marked to show deletions and additions.  
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Partial Amendment No. 2 to SR-CHX-2007-24 

 
 Through this partial amendment, the Exchange seeks to change the text of the proposed 

rule change to clarify the determinations from which a participant may appeal.   
 
 Specifically, in Article 20, Rule 10(d), the Exchange seeks to add the text that is shown in 

bold italics and double-underlined below (and delete the text that is shown in bold 
italics and double strike-through markings.)  

 
The complete text of the rule change is set out below, marked to show all of the changes 
that are being proposed. 
 

ARTICLE 2 
 

COMMITTEES 
 

* * * 
 

Committee on Exchange Procedure 
 

 RULE 5.  
 

* * * 
 
  Notwithstanding the foregoing and Rule 10 of this Article, and except as 
otherwise provided under Article VIII, Rule 23, the Committee if it so determines may 
act through a subcommittee to perform any of its duties pursuant to the Rules of the 
Exchange or otherwise. A subcommittee shall be composed of not less than three (3) 
Participants of the Exchange appointed by the Chairman of the Committee, a majority of 
whom shall constitute a quorum. The Chairman of each subcommittee shall be a member 
of the full Exchange Procedure Committee. Except as provided in Article 20, Rule 10(d), 
a[A]ny Participant adversely affected by a determination of a subcommittee regarding 
any matter may appeal to the full Committee within five days of receiving notice of its 
determination by making a written request therefore specifically stating the action 
complained of, the specific reasons why exception is taken thereto, and the relief sought.  
Any determination made by a subcommittee which is not specifically appealed as set 
forth herein shall be final. Except with respect to a subcommittee determination pursuant 
to such authority as set forth under Article XII, Rule 3, the determination of the Exchange 
Procedure Committee on appeal shall be final. Except as provided in Article 20, Rule 
10(d), a[A]ny action appealed shall be stayed until the appeal is decided. 
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ARTICLE 20 
 

OPERATION OF THE CHX MATCHING SYSTEM 
 

* * * 
 

Handling of Clearly Erroneous Transactions 
 

 RULE 10. The Exchange will respond to requests for review of clearly 
erroneous transactions using the following procedures: 
 
 (a) No change to text. 
 
 (b) Any participant may request a review of an execution received through the 
Matching System when the participant believes that the terms of the transaction were 
clearly erroneous when submitted[.] and, for trades for regular-way settlement during the 
regular trading session, if the transaction that is the subject of the request is considered 
eligible for review.  A transaction is considered eligible for review if the price of the 
transaction is away from the midpoint of the NBBO by at least the percentage set out 
below:  
 

Share Price of 
Transaction 

NBBO 
price offset 

<$1.00 20% 
≥$1.00  10% 

 
  (1) The participant must make a written request for review [by 

telephone immediately after the execution and also must provide a written 
request], by facsimile or by e-mail, within [15] 30 minutes after the execution. 

 
  (2)-(4) No change to text. 
 
 (c) No change to text. 
 
 (d) Either party may appeal the Exchange’s determination that a 
transaction is or is not eligible for review or its determination that a transaction is 
or is not clearly erroneous [this determination] to a subcommittee of the Exchange's 
Committee on Exchange Procedure by submitting an appeal to the Exchange's Secretary, 
by facsimile or in writing, within 30 minutes after receiving the Exchange's written 
decision or, if the Exchange notifies parties of its decision after 3:00 p.m., by 8:30 a.m., 
the next trading day. Once an appeal is received, the Exchange shall notify the 
counterparty to the trade and both parties and the Exchange itself will be permitted to 
submit any additional supporting written materials up to the time that the subcommittee 
considers the appeal. Either party to a disputed trade may request, and the Exchange shall 
provide, the written documentation presented to the subcommittee by the other party or 
by the Exchange. An appeal does not operate as a stay on the decision being appealed. 
After consideration of any written materials provided by the parties or by the Exchange, 
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and after any hearings that the subcommittee may hold, the subcommittee, using the 
standards set out in this rule, shall affirm, modify or reverse the original decision.  The 
decision of this subcommittee shall be the final Exchange action on the matter.  Any 
decision by an Exchange officer under section (c) above or by a subcommittee of the 
Committee on Exchange Procedure under this section (d) shall be rendered without 
prejudice as to the rights of the parties to the transaction to submit their dispute to 
arbitration between themselves. 
 
 [(e) Either party to the trade may appeal the subcommittee's decision on a 
matter to the full Committee on Exchange Procedure by submitting an appeal to the 
Exchange's Secretary, by facsimile or in writing, within five days after receiving the 
subcommittee's written decision. Once an appeal is received, the Exchange shall notify 
the counterparty to the trade and both parties and the Exchange itself will be permitted to 
submit any additional supporting written materials up to the time that the Committee 
considers the appeal. Either party to a disputed trade may request, and the Exchange shall 
provide, the written documentation presented to the subcommittee by the other party or 
by the Exchange. An appeal does not operate as a stay on the decision being appealed. 
After consideration of any written materials provided by the parties or by the Exchange, 
and after any hearings that the Committee may hold, the Committee, using the standards 
set out in this rule, shall affirm, modify or reverse the original decision. The decision of 
the Exchange's Committee on Exchange Procedure shall be the final Exchange action on 
the matter. Any decision by an Exchange officer under section (c) above or by the 
Committee on Exchange Procedure or any of its subcommittees under section (d) above 
or this section (e) shall be rendered without prejudice as to the rights of the parties to the 
transaction to submit their dispute to arbitration between themselves.] 
 
 (f) No change to text. 
 
 

System Disruptions and Malfunctions 
 

 RULE 11. If there is any disruption or malfunction in the use or operation of 
the Exchange's Matching System, or the communications systems associated with the 
Exchange's Matching System, or when extraordinary market conditions or other 
circumstances exist in which the nullification or modification of transactions may be 
necessary for the maintenance of a fair and orderly market or the protection of investors 
and the public interest, the Chief Executive Officer, or another officer designated by the 
Chief Executive Officer, may declare any transaction arising out of the use of the 
Exchange's Matching System during the period of the disruption, malfunction or other 
conditions null and void or may modify the terms of these transactions.  In making this 
decision, the Chief Executive Officer, or any designee, must find that the transactions 
were clearly erroneous or that the actions are necessary for the maintenance of a fair and 
orderly market or the protection of investors and the public interest.  Absent 
extraordinary circumstances, any action by the Chief Executive Officer or other designee 
shall be taken within 30 minutes of detection of the erroneous transaction, but in no event 
later than 2:00 p.m. on the trading day following the date of the trade at issue. The 



Page 6 of 6 

Exchange shall notify each participant involved in the transaction as soon as practicable 
following the decision. [and] A[a]ny party to the transaction may appeal that decision by 
following the procedures set out above in Rule 10(d) above, unless the Chief Executive 
Officer or his designee determines that the number of affected transactions is such that 
immediate finality is necessary to maintain a fair and orderly market and to protect 
investors and the public interest. 
 

* * * 
 


