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Mr. Brent J. Fields
Secretary
U.S. Securities and Exchange Commission
100 F Street, NE
Washington, DC 20549-1090
Re: Proposal to facilitate the listing and trading of certain series of Investment Company
Units listed pursuant to NYSE Arca Rule 5.2-E(j)(3) (Amendment No. 1 to SR
NYSEArca-2017-56) File No. SR-NYSEArca-2017-56

Dear Mr. Fields:
This letter responds to the request of the U.S. Securities and Exchange Commission
("Commission") for comment on the proposed rule change filed by NYSE Arca, Inc. ("NYSE
Arca" or the "Exchange") to list and trade twelve series of Investment Company Units (the
"Funds") listed pursuant to NYSE Arca Rule 5.2-E(j)(3) (the "Proposal''). 1 In response to the
Commission's approval of continued listing standards applicable to exchange-traded funds
("ETFs"), NYSE Arca submitted the Proposal in order to establish alternate listing standards for
the continued listing and trading of the Funds.
Invesco PowerShares Capital Management LLC ("PowerShares") is the investment
adviser to the PowerShares VRDO Tax-Free Weekly Portfolio, which is one of the one of the
Funds included in the Proposal ("PowerShares VRDO Portfolio"). The PowerShares VRDO
Portfolio currently has net assets of $83.5 million and is one of three PowerShares ETFs that
track a national municipal bond index. 2 The PowerShares VRDO Portfolio seeks investment
results that generally correspond (before fees and expenses) to the price and yield of the
Bloomberg U.S. Municipal AMT-Free Weekly VRDO Index, which is comprised of variable
rate demand obligation bonds that are exempt from federal income tax with interest rates that
reset weekly. This index satisfies each of the element of the NYSE Area's generic listing
standards, save one: the requirement that component fixed income securities that account for at
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See Securities Exchange Act Release No. 81400, 82 FR 39643 (August 21, 2017).
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The other two PowerShares-advised national municipal bond ETFs are: PowerShares National AMT
Free Municipal Bond Fund (formerly the PowerShares Insured National Municipal Bond Portfolio) and
PowerShares Taxable Municipal Bond Portfolio (formerly PowerShares Build America Bond Portfolio).
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least 75% of the weight of the index shall have a minimum principal amount outstanding of $100
3
mil1ion or more. The Fund has been in existence since November 15, 2007 and has traded on
NYSE Arca (or its predecessor, the American Stock Exchange) since that time.

If the Commission does not approve the Proposal before the implementation date of
NYSE Area's continued listing standards on January 1, 2018, the PowerShares VRDO Portfolio,
which has been operating effectively and without issue on the Exchange for close to a decade,
wi11 be subject to delisting procedures unless the index provider - which is outside of the control
of PowerShares - is able to significantly revise the index in a manner that complies with the new
continued listing standards, and even in that case, implementing any such change might be
difficult given the nature of the municipal bond market.
PowerShares urges the Commission to approve the Proposal. PowerShares believes that
the Commission should approve the Proposal because it is consistent with Section 6(b)(5) of the
Securities Exchange Act of 1934 (the "Act"), which, among other things, requires that the rules
of an exchange be designed to prevent fraudulent and manipulative acts and practices, promote
just and equitable principles of trade, and protect investors and the public interest. We believe
that the Commission has previously made this finding with respect to other PowerShares ETFs,
that similar to the PowerShares VRDO Portfolio, are national municipal bond ETFs.
The Commission has previously approved similar listing relief for the two other
PowerShares sponsored national municipal bond ETFs. As noted in NYSE Area's comment
letter on the Proposal,4 the Commission approved a similar proposal for the continued listing of
the PowerShares Taxable Municipal Bond Portfolio (formerly, PowerShares Build America
Bond Portfolio) in January 2017. In addition, the Commission previously approved the
continued listing and trading of another PowerShares sponsored national municipal bond ETF in
2014, the PowerShares National AMT-Free Municipal Bond Portfolio (formerly the
PowerShares Insured National Municipal Bond Portfolio). 6
For each of the two PowerShares sponsored national municipal bond ETFs that were
previously approved for continued listing by the Commission, the index underlying that ETF met
all of the applicable generic listing standards except for the requirement that component fixed
income securities representing at least 75% of the weight of an index have a minimum original
3

See NYSE Arca Rule 5.2-E(j)(3), Commentary .02. The index underlying PowerShares VRDO
Portfolio meets all the applicable generic listing standards except the requirement in paragraph a(2) of
Commentary .02 that component fixed income securities representing at least 75% of the weight of an
index shall have a minimum original principal amount outstanding of $100 million.
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See NYSE Arca, Comment Letter, Proposal to facilitate the listing and trading of certain series of
Investment Company Units based on an index of municipal bond securities listed pursuant to NYSE Arca
Rule 5.2E(i)(3) (October 6, 2017), available at https://www.sec.gov/comments/sr-nysearca-201756/nysearca201756-2627821-l 6 I 189.pdf.
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See Securities Exchange Act Release No. 79767, 82 FR 4950 (January 17, 2017) (order approving
PowerShares Taxable Municipal Bond Portfolio).
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See Securities Exchange Act Release No. 72464 (June 25, 2014), 79 FR 37373 (July I, 2014) (File No.
SR-NYSEArca-2014-45).
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principal amount outstanding of $100 million. The Commission took into account a number of
alternate factors in examining the indexes of the two ETFs: the number of component securities,
the percentage of the index with outstanding original principal amounts of $100 million or more,
the total dollar amount outstanding of issues in the index, the average dollar amount outstanding
of issuers in the index, the most heavily weighted index component and the top five most heavily
weighted index components. In its order granting approval of the proposed rule change for the
PowerShares Taxable Municipal Bond Portfolio, the Commission concluded that the underlying
index was "sufficiently broad-based to deter potential manipulation." Similarly, with respect to
PowerShares Insured National Municipal Bond Portfolio, the Commission found the underlying
index to be "sufficiently broad-based" to deter potential manipulation.
The index underlying the PowerShares VRDO Portfolio is similarly diversified and
broad-based. As shown in the table attached as Appendix A to this letter, the attributes of the
PowerShares VRDO Portfolio compare favorably to both the PowerShares Taxable Municipal
Bond Portfolio and to PowerShares National AMT-Free Municipal Bond Portfolio, each of
which has been approved by the Commission for continued listing.

In addition, the Commission has granted listing relief to other municipal bond ETFs in
similar situations. For example, in July 2015, the Commission granted approval for the initial
listing of the Vanguard Tax-Exempt Bond ETF (formerly, the Vanguard Tax-Exempt Bond
Index Fund) (the "Vanguard Municipal Bond ETF"), which, like the PowerShares sponsored
municipal bond ETFs - met all the applicable generic listing standards except for the minimum
original principal amount outstanding requirement. 7 The Vanguard Municipal Bond ETF tracks
an index that has 11,333 component securities, with the most heavily weighted component in the
index representing approximately 0.25% of the total weight of the index and the aggregate
weight of the top five most heavily weighted securities in the index represented less than 1% of
the total weight of the index. In its order granting approval of the proposed rule change for the
Vanguard Municipal Bond ETF, the Commission concluded that the underlying index was
"sufficiently broad-based to deter potential manipulation."
PowerShares believes that the index underlying the PowerShares VRDO Portfolio is fully
and sufficiently described in the Proposal, such that it will provide the Commission with comfort
that it will continue to be broad-based going forward. As a result, potential concerns regarding
manipulation of the index appear to be outweighed by the very real threat of harm to
shareholders caused by the specter of, or actual, delisting.
For the reasons stated above, PowerShares strongly believes that the continued listing and
trading of the PowerShares VRDO Portfolio is consistent with the requirements of Section 6 of
the Act and respectfully urges the Commission to promptly approve the Proposal to avoid any
delisting proceedings for the PowerShares VRDO Portfolio, which would be extremely harmful
to its investors.
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See Securities Exchange Act Release No. 75376, 80 FR 40113 (July 7, 2015) (order approving
Vanguard Municipal Bond ETF).
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We thank the Commission for providing PowerShares with the opportunity to comment
on the Proposal and to provide our expression of support for approval of the proposal. Please
contact the undersigned if you have any questions or comments regarding this submission.

Sincerely,

nna Paglia
ead of Legal, Invesco PowerShares Capital Management LLC
cc:
The Honorable Jay Clayton
Chairman
Securities and Exchange Commission
The Honorable Michael S. Piwowar
Commissioner
Securities and Exchange Commission
The Honorable Kara M. Stein
Commissioner
Securities and Exchange Commission
Heather Seidel
Acting Director
Division of Trading and Markets
Securities and Exchange Commission
Dalia Blass
Director
Division of Investment Management
Securities and Exchange Commission
Gary Goldsholle
Deputy Director
Division of Trading and Markets
Securities and Exchange Commission
David Shillman
Associate Director
Division of Investment Management
Securities and Exchange Commission

4
# 3099176

v. 1

Appendix A: Comparison of Index Parameters of PowerShares National Municipal Bond ETFs
Continued Listing
Pending

Number of
index
components:
Percentage of
index with
outstanding
mm1mum
original
principal
amount of
$100 million
or more:
Total Dollar
amount
outstanding of
issues in the
index:
Average
dollar amount
outstanding of
issues in the
index:
Most heavily
weighted
index
component:
Top five most
heavily
weighted
index
components:

PowerShares
VRDO Tax-Free
Weekl v Portfolio
1,494

PowerShares National MuniciJ!al Bond ETFs
Previous)! AJ!J!roved B! Commission for
Continued Listing

PowerShares National
AMT-Free Municipal
Bond Portfolio
1,238

PowerShares Taxable
Municipal Bond Portfolio
10,126

34.88%

37.16%

84.39%

$68.49 b

$78.69 b

$281.59 b

$45.84 m

$63.56 m

$27.808 m

.75%

.88%

2.27%

2.75%

3.51%

6.33%
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