
S T O I ; K  A n r . r ~ o ~ s  
,VIA FACSIMILE AND EXPRESS MAIL. 

June 29,2005 

Ms. Annette L. Nazareth, Director 
Division of Market Regulation 
U.S. Securities and Exchange Commission 
450 Fifth Street, N.W. 
Washington, D.C. 20549 

Re: Subpennv Tradin~ Increments 

Dear Ms. Nazareth: 

On February 10,2005, the Division of Market Regulati.on("Division") of the Securities 
and Exchange Commission ("Commission") issued a no-action Ictter to the Pacific 
Exchange, Inc. ("PCX" or "Exchange"), through. its wholly owned subsidiary PCX 
Eqnities, h c .  ("PCXE"), granting an exemption to pennit ETP Holders of the 
Archipelago Exchange ("Arc&x" a facility of the PCX)to provide for order cntry and 
trading of certain, securities traded on ArcaEx (NNM securities, Small Cap Securities, and 
exchange-listed securities) to be entered, executed and reported in increments of less th.an 
$0.01, while vendors that disseminate Arcax  quotation information report and 
disserdnate quotcs for those securities in penny increments on a pilot basis until June 30, 
2005.' The Exchange requests that the exernptive relief be extended until August 29, 
2005, the effective date of Regulation NMS Rule 612. 

Rules 11Acl-1 (the "Quote Rule"), 1l Acl-2 (the "Vendor Display Rule") and 11A.d-4 
(the "Limit Order Display Rule") require exchanges, their members and quotation 
vendors to publicly dkseminate certain bids and offers and sale information. Among 
other things, the Quote Rule requires exchange members to give their exchanges, and 
exchanges to give to quotation vendors, the best bids, best offers, quotation sizes for each 
security traded on that exchangc. The Vendor Display Rule requires quoration vendors to 
display the &st bids, best offers, quotation si.zes and last sale infomation for their subject 
securities on their interrogati.on devices. The Limit Ordcr Display Rule requires the 
display of certain customer Iimit orders when those orders arc priced better than an 
exchange specialist's quote, or when the limit order adds to the size associated with the 
quote, if that quote is at the national best bid or offer. Currently on ArcaEx, its ETP 
Holders and quotation vendors disseminate bids, offers and last sale data., in penny 
increments. 

See lctter to Mai Shiver, PCX, Director Regulatory Policy from David ShjUman. Associate 
Dirmtor. Division of Market Regulation, Commission, dated February 10,2005. 
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