
UNITED STATES 

SECURITIES AND EXCHANGE WMMISSION 
WAShlNtWN.D.C.  20549 - 

Mai 5. Shivm, Bq. 
D h m  of Repkatoxy Policy 
Pacific Exchaage, hc. 
11 5 Smsome Skeet 
San Francisco, CA 941 04 

Re: Exaption hmRuies  11Ac1-1. ItlAc1,-2, and 11AF1-4 

Dear Ms. Shiver: 

By letter dated D~ember  28,2004, the Pacific Ex~hmge, Inc. ("PCX"), throua 
its wholly owned subsidiary PCX Equities, Inc., rqucsted that the Securities as~d 
Exchange Commission (''C~mmission~ grant an wmptirm from Rulas 1 1AcI - 1, 
1IAcl-2, and t 1 ~ ~ 1 4 '  d m  the Senuities Exchange A G ~  of f 934 that would p m i t  
Archipelago Exchange, a Eacihty of  PCX ( "AIMEX"), ETP IQolders of Mx, and 
venduss that disseminate ArcaEx quotation infomatian to emier, execute, and report 
quotations in exchange-listed s d d e s  and Nasdaq National Market and SmaIlCap 
securities fa hmments less than $0.01 per share, although such quotations would be 
disseminated in rounded, peslny inmments without a rounding identifiu, Your ssqueat 
would -and the cxistiw similar oxemptim granted to PCX with xespect to seMuiries 
priced Icss than $1.00 p a  share.2 

The Cammission hereby grants this examption. The Commission believes that 
doing so is consistent with the public interest, h e  protection of iuvestors, and the rmevd 
of impediments t6 anB pwfcction of thc mechanism of s national market system became 
this action should further compdtive equality bet- PCX and other national securities 
txchanges to which simitar cxcmplhe relief has been granted by the  omm mission? This 

2 See lmer to Mai S. Shiva, Dimtor of Regulatory Policy. PCX, from David S. 
ShiIhan, Associate D k t o x ,  Division of Wet Regulation. CodaAon,  datbd 
September 24,2004 ("Initial Exemption Lettm"). 

3 
' 'see, o.g.. leit.;t? ~ k c s  C, ~ o n g  ~ m i ~ i  ~ c s ~ w i ~ m ~ A d . O ~ ~ ~ ' ~ o u ~ $ b t ,  

- National Stock E x h g ' e ,  fiom David S. Shilliin, Associate +Dir&fOr, Division 
of Market rtegutatiok Commission, dated J U ~ C  30,2064 (extmdhg &emption 
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..: I ._ . 
exemptio* 'li d;pd&$ contingent on PCX's &huh$ compliance with the wditians 
and representations detailad by PCX id its incoming letter and the Initial Exemption 
Letter, 

?%ia exernptian i~ temporary md will w p k  on Iuue 30,2005. Depending on any 
d m  h t  the Comnzi~w takes with raspwt to proposed Reflation M S  pdar ta June 
3 0,2005, however, the Comfiissicrm may d e t d n e  to rnodie, withdraw, or extend this 
exemption? 

For tbe Commission, by zba Di*sios of M w  
-lati , p m m t  t6 delegated auth~t.iv: 

~ A A  

lbm Rults El Acl-I, Z tAcl-2, and 1 lAcI-4 until Sunt30,20053; letter toEllen 
J. Netly, Striior Vice President aud W e p * a l  Cotlnad, Chic- Stock ExduqpI 
fhm David S. Shilbm, Awociate Director, Division of Market Regulatioa, 
Commission, dated July 15,2004 (same). 

4 Oa D m b e r  16,2004, the C d s s i m  repropbsed Ragulatian NMS for public 
cmmant. See Securities Ex-c Act R c h t  No. S087O (December 16,20041, 
69 PR 77424 (Sktmber 27,2004). Reproposed Rule 612 of Regdation NMS 
would, a m q  other things, prohibit a national sccudtia exchange, national 
securities assaciation, alternative trading syatem, vendor, or brokw-dder ern 
displaying, mkng ,  or accepting s bid. offer. order, or indicatim of intarast in any 
NMS stock priced in a per-abm increment less than $0.01. It wuld  p d t  sub- 
penny quatations below $1.00, but only to four decimal places. Qtantiag this 
examptioa in no way prejudges or deterrnincs what actions the Commission may 
taka with respect to my part of the Regulation NMS proposal. 

5 1 7 CFR 240.1 1 Ac I- 1 {el, 1 7 CFR 200.3 @3(a)(28) ; 17 CFR 240.1 1 Acl -2(g), 17 
CEa "L00.30-3(a)(36); 17 CFR~~O.LIRG-I~(~), 17 CFR200.30(a~61). 


