
PENN MONT SECURITIES 
83E. LANCASTER AVE. PAOLI, PA 19301 (215)563-7921 

November 4,2007 

Nancy M. Morris, Secretary 
United States Securitiesand Exchange Commission 
100 F street, NE 
Washington, DC 20549-1090 

Re: Philadelphia Stock Exchange -File Number SR-PHLX -2007-78 

Dear Mrs. Morris: 

I have attached a letter I have sent to C. Robert Paul, Esquire, Executive 
Vice President and General Counsel of the Philadelphia Stock Exchange 
expressingthe objections of PennMont Securitiesto actions taken by the 
Board of the Exchange with respect to the matter noted above. 

PennMont requests that you accept this letter and the attachment as a 
comment submitted to the Commission with respect to such matter, as well 
as a request that the Commission reject the proposed change for the reasons 
stated in my correspondence with Mr. Paul. 

Please feel &eeto contact me should you need anything further. 

Thank you far your attention. 

Sincerely, 

PENNMONT SECURITIES 
b 

&DL-ph D. Carapico 

Managing Partner 



PEW MOW SECUFlmEs 
83E. LANCASTER AVE. PAOLI, PA 19301 (215) 5637921 

November 14,2007 

C. Robert Paul, Esquire 
ExecutiveVicePresidentand General Counsel 
PhiladelphiaStockExchange, Inc. 
1900MarketStreet 
Philadelphia, Pennsy1vania 19103 

Dear Mr.Paul: 

I attended the specialmeeting of shareholdersof the Philadelphia Stock Exchange held 
on October5,2007. Attbat meeting a votewasheld to amend Article IV of the Restated 
Certifbte of Incorporation ofthehchange to modifLthe definitionof "Related Person" 
stated in that Article. Specifically,the followingchanges to Subsection(b)(iiii)(B) of that 
Article (shownbelow asun- text)were proposed: 

Intheeventthatany Person, eitheraloneor togetherwith its Related P m m  (as 
hereiaaftetde&d), at anytimeowns of record or beneficially,whetherdirectlyor 
indirectlysmare thrm 20!% of the then oukbdhg shares of CommonStock (such shares 
of CommonStockin excessof such20943 limitbeinghereinafterreferred to as "Excess 
Sh"), suchPersonandits RelatedPerscm~shall b eno right to vote, or to give any 
consentorproxywithrespectto,suchExcessShares,andsuchIExcessShares shall be . .d - d m ~ t o b ; e p * l e o t i b r t h e p n p o s e s o f ~ w b d h c r a q ~ ~ i s p r e s e n tat 
any meetingorvote ofthe sto&hoMasof theCoqmationor entitledto vote in 
determiningthenumberof sharesreqrdred to be voted for approval of orto give consent 
with respectto any matterpresentedto thestockholdersof theCorporabian. For the 
purpcwesofthis~~"Re~~~sbzlll~(l)withrespecttoanyPer~~n, 
allu~aud"associates"ofsuchPerson(~sucbfermsareMhedinRule 12b-2 
under thcSacuritiesExohangeAct of1934, asamended(the "ExchangeAd"), (2) with 
respecttoanynaturalpersonconstitutinga"member"(as suchterm isd e h d  in the 
ExchangeAct)of theCo@on, any broker ordealerwith which suchmembet is 
associa;tedand(3)any two ormorePezsonstbat haveany agreement,ammgement or 
undersEanding(whetherornotmwrititr%)toacttOgetherfortheputposeofacq~, 
hohiing,votingordkposbgofsharesafComnaoaS~othertlmna m suchactreement 
-or - kack  

. . *  . . ao"Exemoted 
Matter9 amemm-sale. acautsrt#nr. . orotbea~affihrrttnnoforbvthe 
C o n n # s c t i a n o r a n ~ s n b s ~ ~ t b e s a l e o f a l l a r ~ ~alloftheassetsofthe- .the-m 

Stock of 
~ t h e ~ o i l f i l i n a w i t h t h e S E C ( a s ~ ~ ~  

ofarefzkhdon,mxvorhdbmationsWement inresPectof mv of the 
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forevoina;any proposal orvlanto do amof the foregoinn; or any stepthat isrequired 
for. or d d v aaddkctlv rekitedtaanvofthehxoinp. A s t o t o v ~ t h a t i s  . -
not an&er.wtedMdkr. i n ~ w h e t h e r ~ o r m ~ r e ~ e r s a n s a r e " R e ~  
Per~~ns" by orunderclause(3) ofthededidionthereof: neithea(1) ~ u n i c a t i ( m s  
amomaav -~ersons(or their oflkezs. aeentsormpmx&&m)frnthe-of 

a .


~ a m s i ~ o r a m m s u ~ n ~ & a d v i s a b i l i t v . 
desirabilityor~ i i l i t v  
o f a n v n r z l t t e t ~ t h e ~ o f & ~ a n o r i t s ~ W m r r ( 2 ~ t h e  

t w p o r ~ ~ ( c ~ t b e i r o ~ ~ o r ..* 
exweSSedorwmmun;icatd c o n r m o n v i e w s a s t o t h e ~ . ~or 
f e a s i b ~ o f m v m r r t t e ~ ~ t h e i n t e r e s t S o ~ ~ o r i t s ~ 1 d e a s  

n o r ~ 2 ~ t h e f a c t ~ ~ r n m a r e ~ ~ o r ~ o ~ ~ o r ~ ~ m a v  
. ..

havedo r c o m m ~ c a m r r m n v i e w s o l s t o t h e ~ .c l e s k b i i  or 
feasib'i of;anvmaUer amcembtbeiuteasboftheCbminWionoritssheholders 
I k llut;rm,ineifheasuchcase,bv asG6VesfKKsL 
m ~ o f ~ o r o t h e r c a m m i t t e e s o r ~ ~ ~ s b a l l ~ ~ ~ o n  


.. . . 
ornot inuratmd to act tazetbxfortbnurwse ofa4mmmg. votb%holdiM or 

Thea m e d m m t  ( p a r t i d y  the open-endedl;errguagein @#3)(3) drastically reduces 
thepratectionsforholdemof s d k  ammmis0fPHL.X stock by largelymukhg the 
restrictionsplacedonjoint action. . by largerholders, aprovisionfegded ascriticalby the 
se!CuritiesandExr$engecomrmssloninitsamde&& ofthe d e m m o n  ofthe 
Exchangem 2004. Theprovisioll,as amended, wrouldcreatedsfmtkd 
f o r o r ~ u s ; ~ ~ ~ ~ ~ s % e ~ . t ~ o f f - o o f f a ~ e s ~ o t  
t h e ~ c l m n g e ' s S R O f i m c t i a n t o b e s e v e d y ~ d ~ ~ m  
~ i n w h i c h ~ ~ a u d o t b e z s d b e l i e w : ~ v e s t o b e e x p o s e d t o  
~ a c t i o n s ~ d t h e y g i t i c i a e a p l y 8 d i O t 1 5 b y n r ~ a w o ; e m e n t o r a n y u n e ~  
withanyofthe~cImTestorrs~~be~totheinterestsofthe 

investingpublic. ~surelywasnotwbrrtthe~hadinmindwhslitrequiredthe 
provision restrictingjoint adionto be inchded mthe Exchange's Articles of 

Inresponseto aquestion which I posedto the Exchange's First Vice President and 
A s m 5 a t e G e a a a l ~ ~ U D a n r r i n i , ~ a s f o a c t i a n s ~ b y t h e B o a r d  
ofGovenzorsatitsmeetingonSeptember1I-, 2007, he i&a& stated tha5the Board hrad 
a c t e d " u n a n i n r o l l s l y " a n d t h g l ~ h i s ~ t o ~ t h a 5 t h e d e h a d b e g l a n e  
~ o n , b o t t b a t h t d i d a o t ~ t b e i d e n t a y o f t b e ~ w h o h a d n a t v o t e d .Asyou 
know,Kevin Carroll (Vice &esiclea#, CitigmupDerivativesMarkets b.),C k k t q h r  R 
Carter(bhmghgDiredol, CreditSuisse), Gary E.Ye&nan(Wmagbg JXrectm, Merrill 
Lynch, Piem-,Femx & SmithInc.) andMichael J~rmemaa&hagex, U.S. Exchange 
O ~ ~ ~ O Q S ,C i i l  Invtshxat Group)areallmembersoftheBoar& 
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At the October 5 meeting, the Exchange's six "Strategic Investors" (Citadel Derivatives 
Group LLC, Merrill Lynch Pierce, Fenner & Smith Incorporated, Credit Suisse First 
Boston NextFund,Inc., Citigmup Financial Pmdwts, Inc./Citigmup Global Markets, 
IncJCitigroup Derivative Markets,lnc., Morgan Stanley & Co.,Inc., andUBSSecurities 
LLC) all were allowed tovote their shares,and the reported resultsindicatethat they 
supported thecha~ges. 

Members of the Board who had affiliationswith the Strategic Investors should not have 
been pennitted to vote at the Boardmeetingto recommend revision of Article N.The 
revisions clearlyaed inequitablyadvantage the Sdeg ic Investors (andother large 
shareholders),who meanto have &und theco ' ' ' whichexisted at the time they 
made theirinvestme& bxmvenient ortooTestrictive to allowthem todo exactly what 
t k y  want to do. TheStrategicInvestors'Board ~ t a t i v e s 'votes in supportof the 
amendmeat itabsolutely in d dwith their fiduciary mpnsibiies to 
shareholdersaswellaswith their role asregulatorsandguardks of the imresting public, 
and were &ally tainted by those intemds. 

AllowingtheStrategic Investors to vote their shares in a selfdealing manner at the 
October5llleetingampoundedthe problem createdby allowing thehtemskdBoard 
membersto act toremqmend thechanges, and ensured that the StrategicInvestors 
would get theirway. 

Both actions violated the intent of the Certificate of Incorporation and should be 
invalidated. 

PennMont Securities demands that the shareholder vote taken on October 5,2007, as to 
the amembmtof Article IVbt voided, and thatthtBoard's September 11,2007, action 
with respecttosuchactionalso be voided. Further,shouldtheBoard determineto 
consider ameab&s to that Article in tkfbse, PermMont in&& tbatBoard members 
affiliatedinmy way with any oftbe StrategicInvestombebrarredfiom~in 
suchvote, and (should the B d t h a e d k  determinetommmmedanamendment to 
~~)~sharesownedbytheStrategicInvestors(aswellasmyaffiliAte, 
associateorreWpersontoanysrachimrestor)~bebgtTedfrom~voted. 


Apart from the actions taken being in conflict with the Exchange's own governing 
do- PedMMont believes tbat they alsoviolate SECReguMion FD, whit& provides 
f o r M a n d . f a i r ~ ~ d ~ n o f a l l ~ ~ t o ~ M e r s .  
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The fundamental protections of small investors and the investing public have been placed 
at riskby the Board's self-intetesteda d  iznpddactions. There isno alternativebut to 
invalidateall ofthoseactionsand givetheJ%dqp's shmhlders afairopportunity to 
considerwbkwer mightbe proposed h e  ofthetaintoflnadue infhmce and conflict of 
interest 

Sincerely, 

PENNMONT SECURITIES 

cc: Board of Governors, PhiladelphiaStock Exchange, Inc. 

Daniel M. Hawke . .
DiStrictAdrmrustrator for Enforcement 
Securities andExchange C o ~ o n  


