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Rule 723. Price Improvement Mechanism for Crossing Transactions

(@) The Price Improvement Mechanism is a process by which an
Electronic Access Member can provide price improvement opportunities for a transaction
wherein the Electronic Access Member seeks to facilitate an order it represents as agent,
and/or a transaction wherein the Electronic Access Member solicited interest to execute
against an order it represents as agent (a “Crossing Transaction”).

(b) Crossing Transaction Entry. A Crossing Transaction is comprised of
the order the Electronic Access Member represents as agent (the “Agency Order”) and a
counter-side order for the full size of the Agency Order (the “Counter-Side Order”). The
Counter-Side Order may represent interest for the Member’s own account, or interest the
Member has solicited from one or more other parties, or a combination of both.

For the period beginning January 19, 2017 until a date specified by the
Exchange in a Regulatory Information Circular, which date shall be no later than [July
15]August 15, 2017, the following provisions shall be in effect:

(1) If the Agency Order is for less than 50 option contracts, and if
the difference between the National Best Bid and National Best Offer (“NBBO”) is
$0.01, the Electronic Access Member shall not enter a Crossing Transaction unless such
Crossing Transaction is entered at one minimum price improvement increment better
than the NBBO on the opposite side of the market from the Agency Order and better than
the limit order or quote on the Nasdaq ISE order book on the same side of the Agency
Order. Failure to provide such price improvement will subject the Electronic Access
Member to the fines set forth in Rule 1614(d)(4).

(2) If the Agency Order is for 50 option contracts or more, or if the
difference between the NBBO is greater than $0.01, a Crossing Transaction must be
entered only at a price that is equal to or better than the NBBO and better than the limit
order or quote on the Nasdaq ISE orderbook on the same side of the Agency Order.

(3) The Crossing Transaction may be priced in one-cent
increments.

(4) The Crossing Transaction may not be canceled, but the price of
the Counter-Side Order may be improved during the exposure period.
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After the date specified by the Exchange in a Regulatory Information
Circular, which date shall be no later than [July 15]August 15, 2017, the following
provisions shall be in effect:

(1) If the Agency Order is for less than 50 option contracts, and if
the difference between the National Best Bid and National Best Offer (“NBBQO”) is
$0.01, the Crossing Transaction must be entered at one minimum price improvement
increment better than the NBBO on the opposite side of the market from the Agency
Order and better than the limit order or quote on the Nasdaq ISE order book on the same
side of the Agency Order.

(2) If the Agency Order is for 50 option contracts or more, or if the
difference between the NBBO is greater than $0.01, a Crossing Transaction must be
entered only at a price that is equal to or better than the national best bid or offer
(“NBBQO”) and better than the limit order or quote on the Nasdaq ISE order book on the
same side of the Agency Order.

(3) The Crossing Transaction may be priced in one-cent
increments.

(4) The Crossing Transaction may not be canceled, but the price of
the Counter-Side Order may be improved during the exposure period.

(c) - (d) No change.
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