
SR-ISE-2014-25 

   

 

Exhibit 5 - Text of the Proposed Rule Change 

Underlining indicates additions; [Brackets] indicate deletion 

* * * 

Rule 2128. Clearly Erroneous Trades 

  

The provisions of paragraphs (c), (e)(2), (f), and (g) of this Rule, as amended on 

September 10, 2010, and the provisions of paragraphs (i) through (k), shall be in effect 

during a pilot period to coincide with the pilot period for the Limit Up-Limit Down Plan, 

including any extensions to the pilot period for the Plan.  If the Plan is not either extended 

or approved as permanent, the prior versions of paragraphs (c), (e)(2), (f), and (g) shall be 

in effect, and the provisions of paragraphs (i) through (k) shall be null and void. 

 

(a) – (h) No changes. 

 

(i) Securities Subject to Limit Up-Limit Down Plan.  For purposes of this 

paragraph, the phrase “Limit Up-Limit Down Plan” or “Plan” shall mean the Plan 

to Address Extraordinary Market Volatility Pursuant to Rule 608 of Regulation 

NMS under the Act.  The provisions of paragraphs (a) through (h) above and (j) 

through (k) below shall govern all Exchange transactions, including transactions 

in securities subject to the Plan, other than as set forth in this paragraph (i).  If as a 

result of an Exchange technology or systems issue any transaction occurs outside 

of the applicable price bands disseminated pursuant to the Plan, an Officer of the 

Exchange or senior level employee designee, acting on his or her own motion or 

at the request of a third party, shall review and declare any such trades null and 

void.  Absent extraordinary circumstances, any such action of the Officer of the 

Exchange or other senior level employee designee shall be taken in a timely 

fashion, generally within thirty (30) minutes of the detection of the erroneous 

transaction.  When extraordinary circumstances exist, any such action of the 

Officer of the Exchange or other senior level employee designee must be taken by 

no later than the start of Regular Market Session on the trading day following the 

date on which the execution(s) under review occurred.  Each Member involved in 

the transaction shall be notified as soon as practicable by the Exchange, and the 

party aggrieved by the action may appeal such action in accordance with the 

provisions of paragraph (e)(2) above.  In the event that a single plan processor 

experiences a technology or systems issue that prevents the dissemination of price 

bands, the Exchange will make the determination of whether to nullify 

transactions based on paragraphs (a) through (h) above and (j) through (k) below. 

 

 (j) Multi-Day Event.  A series of transactions in a particular security on one 

or more trading days may be viewed as one event if all such transactions were 

effected based on the same fundamentally incorrect or grossly misinterpreted 

issuance information resulting in a severe valuation error for all such transactions 

(the “Event”).  An Officer of the Exchange or senior level employee designee, 

acting on his or her own motion, shall take action to declare all transactions that 

occurred during the Event null and void not later than the start of trading on the 
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day following the last transaction in the Event.  If trading in the security is halted 

before the valuation error is corrected, an Officer of the Exchange or senior level 

employee designee shall take action to declare all transactions that occurred 

during the Event null and void prior to the resumption of trading.  

Notwithstanding the foregoing, no action can be taken pursuant to this paragraph 

with respect to any transactions that have reached settlement date or that result 

from an initial public offering of a security.  To the extent transactions related to 

an Event occur on one or more other market centers, the Exchange will promptly 

coordinate with such other market center(s) to ensure consistent treatment of the 

transactions related to the Event, if practicable. Any action taken in connection 

with this paragraph will be taken without regard to the Numerical Guidelines set 

forth in this Rule.  Each Member involved in a transaction subject to this 

paragraph shall be notified as soon as practicable by the Exchange, and the party 

aggrieved by the action may appeal such action in accordance with the provisions 

of paragraph (e)(2)-(4) above.  

 

 (k) Trading Halts. In the event of any disruption or malfunction in the 

operation of the electronic communications and trading facilities of the Exchange, 

another market center or responsible single plan processor in connection with the 

transmittal or receipt of a regulatory trading halt, suspension or pause, an Officer 

of the Exchange or senior level employee designee, acting on his or her own 

motion, shall nullify any transaction in a security that occurs after the primary 

listing market for such security declares a regulatory trading halt, suspension or 

pause with respect to such security and before such regulatory trading halt, 

suspension or pause with respect to such security has officially ended according to 

the primary listing market.  In addition, in the event a regulatory trading halt, 

suspension or pause is declared, then prematurely lifted in error and is then re-

instituted, an Officer of the Exchange or senior level employee designee shall 

nullify transactions that occur before the official, final end of the halt, suspension 

or pause according to the primary listing market.  Any action taken in connection 

with this paragraph shall be taken in a timely fashion, generally within thirty (30) 

minutes of the detection of the erroneous transaction and in no circumstances later 

than the start of the Regular Market Session on the trading day following the date 

of execution(s) under review.  Any action taken in connection with this paragraph 

will be taken without regard to the Numerical Guidelines set forth in this Rule.  

Each Member involved in a transaction subject to this paragraph shall be notified 

as soon as practicable by the Exchange, and the party aggrieved by the action may 

appeal such action in accordance with the provisions of paragraph (e)(2)-(4) 

above. 

* * * 


