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Price Improvement Mechanism Pilot Program

Pursuant to Section 19(b)(1) of the Securities Exchange Act of 1934 (the “Act”),* and
Rule 19b-4 thereunder,? notice is hereby given that on July 18, 2007, the International Securities
Exchange, LLC (“ISE” or “Exchange”) filed with the Securities and Exchange Commission
(“Commission”) the proposed rule change as described in Items | and 11 below, which Items have
been substantially prepared by the ISE. The ISE has designated the proposed rule change as a
“non-controversial” rule change pursuant to Section 19(b)(3)(A) of the Act® and Rule 19b-4(f)(6)
thereunder,* which renders the proposed rule change effective upon filing with the Commission.
The Commission is publishing this notice to solicit comments on the proposed rule change from

interested persons.

1. Self-Requlatory Organization’s Statement of the Terms of Substance of the Proposed
Rule Change

The Exchange is proposing to extend two pilot programs related to its Price Improvement
Mechanism (“PIM”) contained in paragraphs .03 and .05 of the Supplemental Material to Rule

723. The text of the proposed rule change is available on ISE’s Web site at http://www.ise.com,

at ISE’s principal office, and at the Commission’s Public Reference Room.

! 15 U.S.C. 78s(b)(2).

2 17 CFR 240.19b-4.

3 15 U.S.C. 78s(b)(3)(A).
4 17 CFR 240.19b-4(f)(6).



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

In its filing with the Commission, the ISE 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 ISE has prepared summaries, set forth in Sections A, B, and C below, of the most
significant aspects of such statements.

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

1. Purpose

The Exchange currently has two pilot programs related to its PIM.> The current pilot
period provided in paragraphs .03 and .05 of the Supplementary Material to Rule 723 is set to
expire on July 18, 2007.° Paragraph .03 provides that there is no minimum size requirement for
orders to be eligible for the Price Improvement Mechanism. Paragraph .05 concerns the
termination of the exposure period by unrelated orders. In accordance with the Approval Order,
the Exchange recently submitted certain data in support of extending the current pilot programs.
The purpose of this filing is to extend the pilot programs in their present form until July 25,
2007, while the Commission reviews the data and considers to extend the pilot programs for an

additional one-year period.

> See Securities Exchange Act Release Nos. 50819 (December 8, 2004), 69 FR 75093
(December 15, 2004) (Approving the PIM Pilot (the “Approval Order”)) and 52027 (July
13, 2005), 70 FR 41804 (July 20, 2005) (extending the PIM pilot until July 18, 2006).

6 See Securities Exchange Act Release No. 54151 (July 14, 2006), 71 FR 41490 (July 21,
2006).



2. Statutory Basis

The Exchange believes that the proposed rule change is consistent with Section 6(b) of
the Act,’ in general, and furthers the objectives of Section 6(b)(5) of the Act,® in particular, in
that the proposed rule change is designed to promote just and equitable principles of trade,
remove impediments to and perfect the mechanisms of a free and open market and a national
market system and, in general, to protect investors and the public interest. Since the PIM has
only been operating for a relatively short period of time, the Exchange believes it is appropriate
to extend the pilot periods to provide the Exchange and Commission more data upon which to
evaluate the rules.

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

The proposed rule change does not impose any burden on competition that is not
necessary or appropriate in furtherance of the purposes of the Act.

C. Self-Requlatory Organization’s Statement on Comments on the Proposed Rule
Change Received from Members, Participants or Others

The Exchange has not solicited, and does not intend to solicit, comments on this proposed
rule change. The Exchange has not received any written comments from members or other
interested parties.

I11. Date of Effectiveness of the Proposed Rule Change and Timing for Commission Action

Because the foregoing proposed rule change: (1) does not significantly affect the
protection of investors or the public interest; (2) does not impose any significant burden on
competition; and (3) by its terms does not become operative for 30 days after the date of this

filing, or such shorter time as the Commission may designate if consistent with the protection of

! 15 U.S.C. 78f(b).
8 15 U.S.C. 78f(b)(5).












