REPRI CE- TO- BLOCK ORDER CROSS- REFERENCE TO RELATED
APPLI CATI ONS [ 0001] This application clains priority
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[0003] Many studies have been conducted on the impact of large block trades on
prices in the marketplace, especially as relates to the equities market. Because block
trades are perceived to indicate the trading strategies of large institutional investors,
market participants often monitor block trades to determine if the market in a given
issue is becoming increasingly bearish or bullish. When the price of a block trade is
higher than the best offer in the market at the time, market participants :cypically
interpret this to mean the market direction is moving upward for this issue. Similarly,
when the price of a block trade is lower than the best bid at the time, market
participants typically interpret this to mean the market direction is moving downward
for this issue. The execution of a block trade at a price outside the quotes is deemed

so important that some trading workstation systems are configured to automatically



for this issue. The execution of a block trade at a

price outside the quotes is deened so inportant that
wa@ove/12r68ti ng wor kst ati on systens are confi gur BAI/U82006/016683

automati cal l ytrigger an actionable alert every tine a

bl ock trade executed outsi he quotes is detected, .
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Odfggﬁév%d ! Mkt participants receive the price improvement they would have
received had the block trade interacted with the public order book.

[0005] While this “satisfaction fill” process protects orders that were at the top of
the book when the block trade executed, it does not protect orders that were lower
down in the book or that had a non-displayed component, such as a reserve order.
When a block trade executes at a price worse than the best bid or offer, orders lower
down in the book or ones that have a non-displayed component become subject to
potential arbitrage. With respect to orders that were not at the top of the book and

were not protected, other market participants, seeing these orders, may attempt to

promptly execute against these orders and then turn around and trade such instruments
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[ 0007] According to an aspect of the present
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on a posting market center in view of a block trade
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i ncludes posting a limt order on a posting narket
center, receiving data regemiryg a bl ock trade

executed on an away market center, determ ning that

ti0e0)| ockcdotfletorarPampicedr e pAdientthRhti6d, alhdtE& fo rdphi€ing a
l'imt order
posted limit order on a posting market center in view of a block trade executed on an
away market center at an inferior price includes posting a limit order on a posting
market center, receiving data regarding a block trade executed on an away market
center, determining that the block trade executed at an inferior price to the limit order
posted on the posting market center and automatically repricing the limit order posted
on the posting market center to the inferior price that the block trade executed at. The
posted limit order may be a buy order or a sell order. The posted limit order may also

be a reserve order. The posting market center may operate in an equities marketplace,

an options marketplace or any other financial instrument marketplace.



posted on the posting market center and automatically
repricing the limt order posted on the posting narket
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[0013] FIG. 5 is a flow diagram illustrating a process implemented by an
embodiment of the present invention to reprice a posted buy order to an executed
block trade price;

[0014] FIG. 6 is a flow diagram illustrating a process implemented by an
embodiment of the present invention for tagging an incoming reprice-to-block sell
order; and

[0015] FIG. 7 is a flow diagram illustrating a process implemented by an

embodiment of the present invention to reprice a posted sell order to an executed

block trade price.

DETAILED DESCRIPTION
[0016] Referring to Fig. 1, a trading environment in which an embodiment of the

system and method of the present invention operates is depicted. The examples



order; and [0015] FIG 7 is a flow diagram
illustrating a process inplenented by an enbodi nent of
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Interface 32, or Market Maker Quotes 33. It should
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referred to herein refers to a conputing system havi ng
guobtirigcinerhet pantes Xdstefigrednd hewsin refers dpabcdmputieg spsiehn doeing
not refer to a specific physical location. In fact, in
caffickinnprecdssiai amithanory lepabibitips ndnigesys refen toraspdeéfic physical
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market center 20. The posting market center 20 is the market center on which a
specific trader 26 posts a specific order, and on which a specific Market Maker 31
posts a specific quote. The posting market center 20 includes an order matching
engine 21, which validates, matches and processes all orders on the posting market
center 20. In this embodiment, the code for the order matching engine 21 is stored in
the posting market center’s memory.

[0017] The posting market center 20 may also include a quote and last sale
interface 23 that interacts with the away market centers 24 to capture quote and last
sale information. This information is stored to a best bids and offers and last sales

data structure 25. This data structure 25 is where the market best bid and offer

information is stored. This data structure 25 is also where the market trade reports



posts a specific quote. The posting market center 20

i ncl udes an order nmatching engi ne 21, which validates,
woredochzssand processes all orders on the postiPQI/Is20ke€016683
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elements surrounding the posting market center 20 are by way of example and that the
present invention may be implemented in various differing forms. For example, the
data structures referred to herein may be implemented using any appropriate structure,
data storage, or retrieval methodology (e.g., local or remote data storage in data bases,
tables, internal arrays, etc.). Furthermore, a market center of the type described herein
may support any type of suitable interface on any suitable computer system.

Incoming Reprice-to-Block Buy Order

[0019] Fig. 2 illustrates the process implemented where a trader 26 sends a buy

order to the posting market center 20 with instructions that the buy order be repriced



[0018] Throughout the discussion herein, it should be

understood that the details regarding the operating
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el enments surroundi ng the posting nmarket center 20 are

by way of exanple and that the presept. i nyention ma
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price {i.e. a reprice-toblock order). At step 100, a
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order matchi ng engi ne 21, and the order matching
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request, initiates the process which tags the order as
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process tags a reprice-to-block buy order by setting
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REcdstRChethill 8r BiYofkdemM t order that is displayed in
the order book. This tag is especially appropriate to

g?@ 2 @y {89 162 SBE proceRaBeks (18N se€ G tHe@rlyS drdetRF markEtable
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accordingly. If the buy order is marketable, the process proceeds to step 104 where
the order matching engine 21 trades the new buy order against sell orders posted in
the posting market center’s order book and/or routes to superior away market quotes
according to the market center’s trading rules. Then, at step 106, the process checks
to see if the buy order still has any quantity remaining on the order to be traded. If the
buy order does not, then the order is complete, and the process ends with respect to
this order, as indicated at step 114. If the order is not complete and still has quantity
remaining to be traded, the process proceeds to step 110. Referring back to step 102,

if the incoming buy order is not marketable, the process proceeds to step 110 at this

point as well.



[0020] At step 102, the process checks to see if the

buy order is marketabl e against the best offers in the
worenokatBace. |t shoul d be understood that PCT/US2006/016683

reprice-toblock orders trade |like any other limt
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last sale information for other issues.

[0023] In this embodiment, the process instituted by the order matching engine
21 reads all trades printed on the away markets for various reasons, including, most
pertinent to this invention, the need to determine if the away market trade printed at a
price outside the posting market center best bid or offer, and if so, if the trade was a
block trade. In this embodiment, if the process detects a block trade outside the
posting market center’s best bid or offer, the process checks the posting market
center’s order book to determine if any posted orders in the traded symbol carry a

reprice-to-block tag.



"Tape." The "Tape" refers to the facility that
di ssem nates continuous trade information for a given
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the process detects a block trade outside the posting
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the posting market center's order book to determne if
ahgt 390 setagsWIdEaystrddas besauserthaydive porsiifions attgopechare trades that
reprice-to-block tag.[0024] Specifically, referring to
Rirg rep@rted fate pitep odhes prnts depoctdedi@tgacoll slegkratiessthat occur
sale on the Tape. At step 122, the process determ nes
whitsidee of ndrmalt madket Boves (it gdorening ad plosingrigpdesupkiet day trades,
center 20. If it did, then the process ends, as

i meckt dat teadledtor shdgs tHa2 havd dpetibladetivager shle conditioax ettachel. OFhe
t he posting market center 20, the process proceeds to
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regul ar-way trade. A regularway trade is a trade
WoozsjUt Hripe Floddsedete@iidést thenhe ahdaa®heot a regular-way trade, the
Reprice-to-block orders are not re-priced if the trade

| Srofked eids” S0MbRAIAY 126, 20L1HRGHFSE dStralindd| R&kiht tRAME Was a
are typically not indicative of current conditions in

t ReulBBK KL rlcA AR préced o8 dPfo tERUES where the “PrintTradeVolume”
parameter is set equal to the size of the trade. The process then proceeds to step 130
where it sets the “PrintTradePrice” parameter equal to the price of the trade.

[0026]  Next, at steps 132, 134 and 142, the process retrieves the posting market
center’s best bid and offer price and compares these prices to the stored
“PrintTradePrice” value. At step 134, the process determines whether the
“PrintTradePrice” parameter value is lower than the posting market center’s best bid.
If it is determined that the “PrintTradePrice” parameter value is lower than the posting
market center’s best bid, the process proceeds to step 136 where it executes a routine

to determine if the trade was a block trade. If, at step 134, the process determines that



that are not regul ar-way trades because they have
conditions attached are trades that are reported | ate

w@tdoen2w8her prints have occurred (e.g., sold BeI/ES3006/016683
trades that occur outside of normal market hours

(ﬁ‘le gPlant?pat%P%rg%’ ?&gmgt]exoﬁ QIOWepﬁ-A%ﬁ ’theot;espﬂld p%%ce 1?91% ostmg

trades tha ave Specita
Dt Th
?fé‘lg%@ @e ?e(t)‘ tl&a goecggrse%%]e%gs tt% S epgi(; Ce%ns? g %{Ef St € process

et w@%a@g% FO bl Bhn s
B L R O
{8 S g g%ﬁ?ge B it

proceeds to step 130 where it sets

VPR FOrVARIE e eiies BAPUIRE R Actergiing lftﬂaf ade Vﬁﬁ.acbéocésftraflﬁés it
[ 0026] Next, at steps 132, 134 and 142

pﬁhac?é§t§p rlaPr i16\Ak step HE2pibe tor %ﬁssn%t%@ineé dit dhe Pr ’é‘@ﬁde’g rige”

and offer prjice and conpares these prices to the
shasFragier yalyenis oh figher; thenr thppogidng market egater’sdestt offer, then the
process determ nes whether the "PrintTradePrice"
pﬁpﬁﬁﬁ%ﬂé‘ﬁ ayidigated &t stepldf- t han the posting market
center's best bid. If it is determned that the

"PP2Ht Tr AtiePps d88 apdirl Adreafter thralblogk itsde elaerminition prioeess, as
posting market center's best bid, the process proceeds
t expiained bEBBY, \blag beeni mun eme dfithesbiary velue wé theo“IdBipelr npanemeter
if the trade was a block trade. If, at step 134, the
pequeles's” (utep meaning thehtadde veas "aFlockt tfadagibblr iheitoqesy prowdeds to
is not |ower than the best bid posted on the posting

nisrpheatent gdcesse @or tepicing @itha sthprappiimtie buy sidep (step? 140ht or
step 142, the process deternm nes whet her the

" dpplicdbler sell efdter Gep 1p@)iaNRIvaT tivadxe@itddblbukataas. t han t he
posting market center's best offer. If it is

A28 mi NRefeiridglto Fiaed, e bILR iradteddtdramatiRpraoms €60, Yabiéd to
is higher than the posting market center's best offer,

t18teps 03P 186 QBERAkebiftesHs TR0 Gn Ylh@é[ﬁbddﬁm&% ey‘w 565 162, the

routine to determne if the trade was a bl ock trade,

aftobdss retrieves the “MinBlockVolume” parameter which is set to the minimum
number of shares (or contracts) that the trade must include to be considered a block
trade. At step 164, the process determines whether the “MinBlockVolume” parameter
is greater than the “PrintTradeVolume” parameter value. In this embodiment, if the
“MinBlockVolume” parameter is not greater than the “PrintTradeVolume® parameter,
the trade has to be further analyzed to determine if it is a block trade or not, according
to applicable market rules. The process, then, at this point, proceeds to step 165,

where the process determines whether the trade must also meet a minimum value

requirement, in addition to meeting a minimum volume requirement, to be considered
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did at step 136. If, at step 142, the process
determ nes that the "PrintTradePrice" paraneter val ue
WO 2000021687 gher than the posting market center' BCDhES1006/016683
of fer, then the process ends as indicated at step 144.
[0027] At steps 138 and 148, after_the block trade
adlock adn erearding incapplicableamarkes rules, oForgatasige. tﬁ%gptt?&é Pparket
run and if the binany val ue of the "IsB | ock"
gafingre: Wecketas 2 « trade thpt fagets ALHAIHEY YAUME TEgHHreRgEt ¢d 2
bl ock trade, then the process prqceeds to inplenment,
proauss merkeplace aplue ssquieraenth &eiarrng Bark to sip) WAmngyin, if the
order (step 140) or applicable sell order (step 150)
iprocessedn ghe piher byase WetsemipesotRt thea dMinBlaslyglumed frafapmeisy 1s
to Fig. 4, the block trade determ nati on process 160,
rgedfater thag the BrintBradgyoluns® rarathetercthe radeedocs et med shegeolume
follows in this enbodinent. At step 162, the process
rdefimitien esa block triden Bllayesveto khatrdves paf mean s deingely inst & block
to the m ni mum nunber of shares (or contracts) that )
tifade becaute itrstdl might batisy thotrids wbesiritesiacidr & blocl tida, Wb is
At step 164, the process detern nes whet her the
"Mk atikife ausep 166 rSpeeifienlly] the gqutesamarkdiplacetrbguires that for a
"Print TradeVol une" paraneter value. In this
erbe dod reentonsidereti he blduk nBldec k\Vimbistnméetpeithanet minimsmnydlume
greater than the "PrintTrade Vol une" paraneter, the
tréqitemB@<rtadnidtning iiali@tplae ahlye eduirenéehet Ehigiinim dohtrast ta the
a bl ock trade or not, according to applicable market
ropti6is- mabk&pldesplamed bbte8, wiadh fefiifes pothrtiterip koleesatisfietl o
step 165, where the process determ nes whether the
t[O@@?_ MUEdferfihS Qo &) stép 165N i HEproatsd Rletetfidby hBENE tradendoes
addition to neeting a mninmum vol une requirenment, to

Bt AEASH el d FnikihREK vAlh AR Guircdten Al iaBditibPtorRBdting AbhBimum
mar ket rules. For instance, the options market defines

AoRInRCH qlifRilft, 3@ b&cddsRIERd ANASCKRAE Fastin Thd et MU kAE then

requi rermment and a m ni num mar ket pl ace val ue

gﬁgﬂécfqun; Elr?ck Egéeegr{c]l'tﬂeg%ég%g%ier “QBIORP il ik e?](gf;i\blt% ﬁse 5k td M@ or

ocess, t he ot her determ nes t

t'r\(llep ?sl 881%:)1{9& %4 H?Bﬁﬂﬁtoﬁ{er ih§nd, the trade must also meet a minimum

market value requirement, such as in the options market, the process proceeds to step

166.

[0030] At step 166, the process retrieves the “MinBlockValue” parameter which
is set to the minimum monetary value that the trade must execute at to be considered a
block trade. At step 168, the process computes the value of the reported trade and
stores it as the “TotalTradeValue” parameter. The “TotalTradeValue” parameter is
equal to the volume of the print trade (i.e. “PrintTradeVolume™) multiplied by the
price of the print trade (i.e. “PrintTradePrice”). The process then, at step 170,

determines whether the “MinBlockValue” parameter is greater than the
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greater than the "PrintTrade Vol unme" paraneter, the
trade does not neet the volune definition of a block

w0 c@da216ibwever, that does not nean it is defiPCT/E53006/016683
not a block trade because it still mght satisfy the

TR TR L2 AR, o
SRR TG T SO o, e oo
ol B SR TS B, AR L6

mar ket pl ace, expl ai ned above, igh r i\res . both
cMinRiprkyafus” paramsier & pragfer F‘é‘bgg] g‘%@@?&?ﬁ“%é’éfaﬁ‘e{e& then
step, 165, if the process determnes that the trade
desaring fedenis agt ¢ blopksadezandithy &%ﬁ#@%m@“}ﬁ&alﬁ %F?e?’fj,m false,
addition to_meeting a mnimumyol une requirenent, %? .
g8 indigsted pb A 88 Astndieated #tarws (146 andh 1T dhea v {)E e “IsBlock
market), then the trade is a block trade and the
paremeier tspasspd i thepneeess #f stepp $3&30dB Figsd)set to "1" or
true, as indicated at 174. If on the other hand, the
t003de mRefervngbackdeFig Snpiniiens i fand d#8,Jbg precess determines if
requi renment, such as in the options market, the
pheofsBlockS momestbs equalstldp Ifithe “IsPolgbjoeanoisaquy “166he priggess
process retrieves the "M nBl ockVal ue" paraneter which
iesdsat indicatecha 1d# nilfrihm “TsBiek’a pyrametiendoes legeal {he the rpgne for
must execute at to be considered a block trade. At
st@ivink6athet h@oged bes srden (oapt BY)) tohe poated eselbfordendstep 150) is
reported trade and stores it as the "Total Trade Val ue"
paitiae®@t er. The "Tot al Trade Val ue" paraneter is equa

to the volunme of the print trade (i.e. "PrintTrade
Yoo320e " Refitihig fl Figdh, By pricespto @pricfa pdard by wtdet toatle block
(i.e. "PrintTradePrice"). The process then, at step

lide peled Brimistesd whekheoo.t Ae siepoBItae sidadss ectripas arsay @fder
Is greater than the"Total TradeVal ue" paraneter. In

tyittS o GERRAIEBILK bhf obdee tadvhdl Bb oxieVahtietep 288 et RbcebsS then
not greater than the "Total TradeVal ue" paraneter, the

tdeRERint Swhethd: Akretrieved buy order price is higher than the “PrintTradePrice”
parameter. If it is, the process reprices the buy order and sets the buy order price
equal to the “PrintTradePrice” parameter value and then inserts the repriced buy order
into the posting market center’s internal order book and the public order book
according to its new price/time priority, as indicated at steps 206 and 208. The
process then proceeds to determine if there are any further buy orders tagged to be
repriced at step 210. At step 210, if the process determines that there are further buy
orders tagged to be repriced, the process returns to step 202 to repeat the posted buy

order repricing process over again. If there are no further buy orders tagged to be

repriced, the process terminates as indicated at step 212. The process also proceeds to
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trade, and the paraneter "IsBlock” is set to "1" or

true, as indicated at 174. |If the "M nBl ockVal ue"
wW@aoaieteeT i s greater than the "Total TradeVal urBCT/US2006/016683

paraneter, then the print trade is not a block trade

asﬁed iclgtlfé%lle f’l o%r ré%fé‘ev h{eckgd a st%;%sérg)" 911%264 io l ins%hhave a
IR Ve R

eferr|ﬂ> bac 0 EI Or s at steps 138 and 148, the
5@%%@%%—3@%@#ﬁﬁ&@g—ﬁﬁ—#gg "1 sBl ock" paraneter equal s

ual "1", process.

e "lsBlock" does not. e
éﬁ&?l é"rfﬁ“ur‘&&tt%@ga@ fhiq propess it gﬁ@%la%}é Il“an H‘Ea??e’c“é‘i’mmg
"1", the routine for e her . a
pTS%rﬂCQdO Evk é?lb%rﬁer(‘étvé‘iéf Si‘ﬂ’(*ﬁr o ed”jb‘% é‘iﬂcrgﬁslag%‘feo@ reprice-

is initiated. [0032] Referring to
ttﬁé’l‘l‘}}‘@t‘% §%d°’fso Atstsp 3@ aaieydgpréca-tewcls selbprdetyls ffﬁ‘élvsfl Betbe
trade price is, |Ilustrated at steﬁ 200. At _step 202,
tofgerpmaichiag anging i Ay aad othe grdasr maiehipg tapsige 21, recognizing  the
reprice-to-block buy order tag set to "Y'. At step
Jigepming erdsr (rasessing Heqeste initiatesnie prpresshwhich riags the prd@t/ aga
buy order price is higher than the "PrintTradePrice"
prapriaeeto-dtock ofder.t Ap svithttheereprienctosookdyyy ioedess daseriligdpbove, the
order and sets the buy order price equal to the

"Ppdens g dahriceto-blpelr salieorder byadetimgdhel rephieartortledkr fiedd dththe
repriced buy order into the posting nmarket center's

i oxderdatl stroctderto Bk Atistep 801 thpuirbdess checlarto baeak the sell order is
according to its new price/tine priority, as indicated
aharkttelle agdifst drcbeR0ds ihitke pradegdxe! fthe selborleds haketable,
determine if there are any further buy orders tagged
tthe p@cése proceeid tadtes3 POt trillesshemew? ), orddr agdisst buy orders
process determ nes that there are further buy orders
tg@adn tthe POsting Ahdrk& ChenfeR® opde® WRGIS ah@bilkdiest 10 sib&fbr 2y
to repeat the posted buy order repricing process over

agaker qubfes bERFdEnRfoehd Mhafllet EMRE’ s Rtalling raies. SThedg Biesdtert TD6Dthe

process checks to see if the sell order still has any quantity remaining on the order to
be traded. If the sell order does not, then the order is complete, and the process ends
with respect to this order, as indicated at step 314. If the order is not complete and
still has quantity remaining to be traded, the process proceeds to step 310. Referring
back to step 302, if the incoming sell order is not marketable, the process proceeds to
step 310 at this point as well.

[0034] At step 310, the process sets the “OriginalPrice” parameter equal to the
price set in the incoming reprice-to-block sell order. Next, at step 312, the order is

inserted into the posting market center’s internal order book and displayed on the
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repriced, the process termnates as indicated at step
212. The process al so proceeds tostep 212 if the buy

woe@en2reet ri eved and checked at steps 202 and POHUSHE&016683
not have a price that is higher than the

"PrintTradePrice’ value. |ncom ng Reprice-10-Blo

et e B i KO Pro o B by RAG! TR s @ bapes
ta@gppg and handling an incom ng reprice-to-block sel
&F 'is very simlar to the process descri bed above

for . reprjceto- hlock H orders. At step 300, a new
B8Eﬁﬂ@%iggxﬁﬁgggﬂggﬁﬁLgigﬁr is received by the order

mat chi ng engi ne 21, and the order natching engi ne 2&,
{0038 ni Refrgingde Fig o ey uiarrenics @dosied 51t %%g‘e@tﬂ}e ock
initiates the process which tags, the order a

fradsy price. is gep gBmlanpiogide progess gt RPHgiRg 2 éWiCE'éQ'Elsab PRy Rrder
buy orders described above, the process tags a
dessribedeaboye 15nd dx ilkusiratedy pigmg 7 stepr 400n g Af 1§tep 402, the process
reprice-to-block field in the order data structure to
rerievep selt erder3uith a xepriceipiask selberdendag sebtos' 98’ j4t siepg04, the
sell order is marketable against the best bids in the
meocksst them deternifest Whethas| the geteieved; sellnerdteprigs) is, lowppthan the
process proceeds to step 304 where it trades the new
$BlintTodeRyicea gaamster. bifyit isr e pocprsgemiges e tsple oplesandrgts the
mar ket center's order book and/or routes to superior
aelhyrdempiiet equalobabe SRy rddePyiceoparimecterayakust andetheneinsests the
trading rules. Then, at step 306, the process checks
tréprisebseliforddn énts el postirganarkéticehtetinimteansy orignbddktapd the public
remai ning on the order to be traded. If the sell order
deades bouki accérbidp té enew phive/ting: rivnipl, et mdicated at dteps g6 awb408.
ends with respect to this order, as indicated at step
314 prdcksstthén groctRds foSdeftdrhing GMbk@taee anydfusihérl sell loaiers tagged to
quantity remaining to be traded, the process proceeds
e r&grRBd aldbop 430f eXtrstdpat 102 khel Srosdse PeteBilnesithat titie@e are further
incomng sell order is not marketable, the process

SESSORE i S AR RO SRyl o LR
R 8. RpriGRAbcds@oled Ggain. If there are no further sell orders tagged to be
repriced, the process terminates as indicated at step 412. The process also proceeds to
step 412 if the sell order retrieved and checked at steps 402 and 404 does not have a
price that is lower than the “PrintTradePrice” value.

[0036] Examples of how tagged reprice-to-block orders operate are provided
below. It should be understood that the order and quote prices and sizes, as well as
Print prices, discussed in these examples are by way of example only to illustrate how

the process of an embodiment of the invention handles repricing a tagged order to an

executed block trade price.
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[0039] At step 100, the process receives the following incoming reprice-to-block
buy order:
=> Order E: Buy 5000 @ 20.02, Show size = 400, Reserve size =
4600, RTB = Yes
[0040] At step 102, the process determines that Order E is not marketable, as

there is no overlap between the buy order price and the best offer price. At step 110,
it stores the order price as the OriginalPrice for audit purposes, and at step 112, it
posts the reprice-to-block order to the internal book and public posting market center
book according to normal price/time priority rules.

The process terminates at step

114.
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Print prices, discussed in these exanples are by way

of exanple only to illustrate how the process of an
wepwod2went of the invention handl es reprici ngPEI/USPQE 06683
order to an execut ed bl ock trade price. Exanpl e 1:

pt I Buy Orders [0037] At the
SP[?&ﬁ ﬁrggtg?(la%g%b%kﬁw ecthlfsol | ow, the internal order
book of a posting market center appears as indicated.

a it1conn end 1 n +hi o gvgrw-la ic an annii-u c—nnnrif\l
rhe best bid DA% "ni'f';:’ £ omlan ar. Ais al.
ch G0 nel uded j mOOIO a YT
'I(Pfélerp%stl ng mar ké‘loo@ﬁ{)@? 20 4"?’\%”‘1?@“&@&%% lpgozot(ﬁ’e
bEst bid with 11,000 at $20.02 and is al so at the best
disere §ize R48¥o0 at $20.03. Away Market Center A is
dPdemaRrice o0& $20. 00 and dfferi ng 1000 at $20. 03.
HREBSX ernal book looks likd this: Bids Offers Order
rderiB:000 20. 02 ¥08&P 26:01.50Q®der. 3 Order B: HOO@ .05
Reserye sipgmy0Q0hr ket Center A 1000 @ 20. 03 Reserve size
AvgOdavkeivenidn Ak 2000G@2060 A 2000 @ 20. 00 Order D 1000
20. 05 [0038] The public posting market center book
{00423 | | Ke publicsposginarféticentsr Héok flaakg likdthiset Cent er
11,000 @ 20.02 Posting Market Center 5000 @ 20.03
Posti ng Mar k@®idsCent er 3000 @ 20. 01 Post iOfferiar ket
Qestigy MARSC@e?0. 09,400@B9] AlPostieMARE.Cehize [H006 €530.03
roaqei ves the follow ng 1 ncoming reprice-to-bl ock
Posting Market Center 3000 @ Posting Market Center 1000 @ 20.05
20.01

[0043] In this example, the posting market center 20 receives the following
reprice-to-block buy order at step 100:

=> Order F: Buy 2000 @ 20.01, Show size = 900, Reserve size =
1100, RTB = Yes

[0044] At step 102, the process determines that Order F is not marketable, as there
is no overlap between the buy order price and the best offer price. At step 110, it
stores the order price as the OriginalPrice for audit purposes, and in step 112 it posts
the reprice-to-block order to the internal book and the public posting market center
order book according to normal price/time priority rules. The process terminates at

step 114.
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buy order: - Order E: Buy 5000 @ 20.02, Show size =
400, Reserve size = 4600, RTB = Yes [0040] At step
wQame/121887 pr ocess determ nes that Order E is nPECT/US2006/016683
mar ket abl e, as there is no overlap between the buy
Odes) PriiEn@Rf R IRRS liohfser price. A step 110, i
oreés the or price as the Original Price for audit
pur poses, and at step 112, |t posts the

BpIILUlU b a\ order—to Hat-efr

Gfd%f'A?, :::' tf,‘:“otmc@zb‘@“ TOREEEnT ho0.@ 2003
THE @40 8nal %%%kMﬂ%sk%eqtq%e 10pp @20.03

‘F%r der A: 11,000 |[@20.02 Order C 5000

rdﬁred‘e?" 400 @20.02,| Away Market Center A 1000
Dncnr\ln size = 46001 OriginalPrice = 2002

er-gv Q gef B: 3098 28030, JOrdexi¥er D 1000 KEPB@ 605

SSEIVG SIZGT QO(L 2000 Away Marlket Center A 2000 @20.00
[@W22F: The publ i cO9WU@204d nelr ket center book | ooks

|§ke this: Bids Offers Postiing Market Center 11,400 @

F*ifsﬁ?li‘/ﬁglzmﬂk@} Center 5000 (| 20.03 20.02
OriginalPrice = 20.01,

RTB=Y
Away Market Center A 2000 @ 20.00

n

d nohl |~
U pPuoTTT

|
Sii

~t
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D

‘D TP
«@
o))

T+ -
(Of
jJs-BMQJ

[0046] The public posting market center order book looks like this:

Bids Offers
Posting Market Center 11,400 @ 20.02 | Posting Market Center 5000 @
20.03
Posting Market Center 3900 @ 20.01 | Posting Market Center 1000 @
< 20.05

Example 2:  Block Trade on the Tape is Not at an Inferior Price

[0047] At step 120, the process detects the following Print (Last Sale) on the
Tape:
-> 10,000 shares @ 20.02 traded on Away Market A

[0048] At step 122, the process determines that this trade did not execute on the
posting market center 20 (i.e. it is an away market execution), and at step 124, the
process determines that this is a regular-way trade. As such, at step 128, the process
sets the “PrintTradeVolume™ parameter equal to 10,000, the size of the trade. At step
130, the process sets the “PrintTradePrice” parameter equal to $20.02, the price of the
trade.

[0049] Then, at step 132, the process retrieves the posting market center’s best bid

and offer and at step 134, the process compares the PrintTradePrice parameter
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Posting Market Center 3000 @ Posting Market Center

1000 (Z 20.05 20.01 [0043] In this exanple, the
w@ombitzigsTar ket center 20 receives the foll ow POI/US2006/016683

reprice-to-block buy order at step 100: - Order F. Buy

AOORE g MRt Gy PHOEEER. oS efigeen
Bk SEeShur e B APRERU A RSP P DGR

uy order pri
tep,110. it stores the order prjce.as the

SR o' e, PRSI oy SR B BRIGE 1 bl 1 T ppocess
post.s trt1e reé{i ce-{i.o-lbl ock order to the internal book
AP PIE MO8 f@aﬁ%og %Y nmar ket center order book
a ding to | price/time priority rules. The
oI301S s "Re st M2 26 napeess cpipaiEa ek {radapcs yrametay (52002
book | ooks |ike this: [0046 publi ¢ posting market
cfé’ﬁF%PO%‘P%i Brdshetatarsde q?ﬁekbzgﬂgé:X%Fhasl’ﬂ@?‘%réqe?ﬂ?fom@m?jer
Market, Center 11,400 @ 20.02 Posting Market Center
566! kaghsy e thoRqsting megkekeepters Rest olig s Pgaoses. dpeg not need to
Posting Market Center 1000 @<- 20. 05 Exanple 2: Bl ock
Teheele fo5 the; nvesence nd apy repgiee-teblogk selh pederse Fopthisclast[salp prige, the
At step 120, the process detects the follow ng Print
(Prassss sap@pfe@naalngcarqb@:step 344.0, 000 shares @ 20.02
traded on Away Market A

Example 3. Trade on the Tape is an Inferior Price, But is Not a Block Trade

[0051] The internal book still looks like this:

Bids Offers
Order A: 11,000 @ 20.02 Order C: 5000 @ 20.03
Order E: 400 @ 20.02, Away Market Center A 1000 @ 20.03
Reserve size = 4600,
OriginalPrice = 20.02,

RTB=Y

Order B: 3000 @ 20.01, | OrderD: 1000 @ 20.05
Reserve size = 2000

Order F: 900 @ 20.01,

Reserve size = 1100,

OriginalPrice = 20.01,

RTB=Y

Away Market Center A 2000 @ 20.00

[0052] At step 120, the process detects the following Print on the Tape:

-~ 9,500 shares @ 20.01 traded on Away Market A
[0053] At step 122, the process determines that this trade did not execute on the
posting market center, and at step 124, the process determines that this is a regular-
way trade. At step 128, the process sets the PrintTradeVolume parameter equal to
9,500, the size of the trade. At step 130, the process sets the PrintTradePrice

parameter equal to $20.01, the price of the trade.
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[0048] At step 122, the process determnes that this
trade did not execute on the posting market center 20

W@ 200e/121687 i S an away nmarket execution), and atPGI/E§2006/016683
124, the process determnes that this is a regul ar-way

t g@?ﬂt Tf‘éa%%ﬂfz "Eﬁe,,p%%gsaﬂﬁéi%ws e B&’s‘aﬁg %%%? g%?geris‘iﬁg bid and
s %%bﬁ“?g‘% oricbss 3Bt i R REBERE S pBanco
he Bl S T R g i

fer .an Ss conpares th
vt thﬁgﬂféeﬁ‘-’s skt pad oG ettt ta,gjep 136 and
matr ket center best bjd, 02)
PIRtREeH R %&Pawseétie fgst %6‘? CPWG%Q{?WF?@‘% at step 160
ting market center best bid, the process does not
ngiﬁn?% check for t he presence of any reprice t o- bl ock

b rders. ocess continues to ste

aﬂ%é‘%dl ngf §fep E gmpr%ies%rte@'ﬁ"%@e W?@O%V@E‘%“SP%W% which,
t he PrlntTradePrlce paraneter ($20.02) to the posting
iy tRisexample.ds presepgly tsetép il gpoq gg@so@ stepd 64.13ke process compares
PrintTradePrice paranmeter is not higher than the

pths Pripid radg Y Rlame pagmster €.308% to the MinBlogkYelysrepasastet ¢ H5000).
not need to check for the presence of any

r &pthedintlsadsiVobinesieldss the dresMinBlackVhlumie] ts proseds@ontinues to
price, the process is conplete, as indicated at step
1step 168 athiptep 136, the pdwesetriecs TaphlinBloekV aluefperaneter, which is
Price, But is Not a Block Trade [0051] The interna
bmbkm§1$¢to$2@aﬁﬁalike this: [0052] At step 120, the
process detects the following Print on the Tape: ->
o[0856¢] shat stsp @680 tHe1proceaasl edmputesAvirey TohITREV Aué QatadieteAtby
step 122, the process deternmines that this trade did
nabltipyégutiee ArintTradgVadinmd pafiidiet (LSO eby MBdPAMTEHdEPrice
124, the process determnes that this is a regul arway
parameter ($20.01). The derived TotalTradeValue = $190,095. At step 170, the

process compares the TotalTradeValue ($190,095) to the MinBlockValue ($200,000).
As the TotalTradeValue is less than the MinBlockValue, the process determines that
this trade does not constitute a block trade. At step 172, the flag “IsBlock” is set to
“0” (false).

[0057] At step 176, the process passes the binary value back to step 138 in the
process New Last Sale Detected (Figure 3). As the value of IsBlock = 0, no reprice-
to-block orders are repriced, and the process ends at step 144 with respect to this last

sale.
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trade. At step 128, the process sets the
Print TradeVol une paraneter equal to 9,500, the size of
W b@otizm8e. At step 130, the process sets the PCT/US2006/016683
Print TradePrice paraneter equal to $20.01, the price
olfixa ‘f‘eé“a‘iﬁtdég tEh%]Ta isNdt Bn % aﬁ?tEQOB&’ 3 retr' eves
osting , and at
step 134, the process corrpares the Print TradePrl ce

%2?*&%912\5%}%% PRI o paramter 15

;IA "+ FreE le cant or. heoct hi th
| UWCT UTTdaiT UTHG oSt Ily mTar K CCHrt=CTt TS 0T e
PHSEERS cont ﬂ 5 (Z@’ e 6 and-i-nitl e(;)ﬁgsf he
pE Sr\ S5—to dete va) .e e _consti ri@pg@%o 03
WEE agli @) st & O(2F| g \gayMarkFWMtl(gp@ 20.03
1 ervagg]l eTJ_lr ess retrieves tlhe M nBl ockVol une
Hepalerse =M% h, in this exanple, is presently set to

1 AlTeL

qrif_ffYthrpQ At st pn 164 t he process_conpares t he

Eideg B adeVol ure 398P @085 (|D¥ed): to t he 1000 @ 20.05

Meseive sk par anet er (10.000). As the PrintTrade

\EE i s | ess t hQA0 @r0.04,nBl ockVol ume, the process

Rmevasies=100st ep 166. At stlep 166, the process

r@uiginadRréss T HWeD1M nBl ockVal ue |parameter, which is
EBeri |y set to $200, 000. [|0056] At step 168, the

prwyedsrkeidDanter s 2000 @ 20.80 Trjade Val ue paraneter by

mul ti plying the PrintTradeVol une paraneter (9, 500) by

t[DESIPr i nrh“érpa@egrre&a/epﬂ;emﬁm itk Grded) . The derived
Tot al Tr adeVal ue $190, 095. At step 170, the process

conpares the m@@rmmaiou@m@o 095) to the
M nBl ockVal ue ($200, 000). t he Total TradeVal ue is

I[em6] t hamet fisceM RBtRLK V@bl‘ﬂﬁrg ORRr BT GRS, §hids rb?sposted

that this trade does not constitute a bl ock trade.

Drae Aldeordi k BV
e £35S AR g 16 i

\SRArbCo a4 A PostldeP it 3Bolk.N the

[0061]  The internal book looks like this:

Bids Offers
Order A: 1000 @ 20.02 Order C: 5000 @ 20.03
é
Order E: 400 @ 20.02, Away Market Center A 1000 @ 20.03

Reserve size = 4600,
OriginalPrice = 20.02,

RTB=Y

Order B: 3000 @ 20.01, | Order D: 1000 @ 20.05
Reserve size = 2000

Order F: 900 @ 20.01,

Reserve size = 1100,

OriginalPrice = 20.01,

RTB=Y

Away Market Center A 2000 @ 20.00
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process New Last Sale Detected (Figure 3). As the
value of IsBlock = 0, no repriceto- block orders are

WO epnilzes] and the process ends at step 144 wi PEIT/US2006/016683
respect to this last sale. Exanpl e 4: Trade on the Tape

o308 PrA B B Ehelei e 88%‘{9‘1%%‘?%%* b

+
ecetves—the FowHRg—Hr-t—erder > ”Hm G SeH

10-000—@-20 rB}H'nnnm T ocace fﬁrﬁpnm na

d&ﬁ?g%eigenﬁ, 601@1%~@5P0%P0,3Q§?ﬁ excrarer A ac8P @ ng
nor tradina rules ng-all of Order G and
 stipaa '1‘%%@@h§r98%@)?d@ de PO#PW%@F Gesterhe HOSR @
[0061] The internal hook lo K005 ke this: Bids Offers
Order A: 1000 @20.02 Order C. 5000 @20.03 <r Oder
HO0Ro @ Sov eezondw\latpr Rasiet20Cthstneocess de00B tE® REuIGE Print on
Reserve size 4600, Original Price = 20.02, RIB =Y
ChedapeR; 3000 (a, 20.01, Oder D 1000 @20.05 Reserve
size = 2000 Order F: 900 ( ) 20.01, Reserve size =
1100, Oigi | 1105008 ghates2@ 2002 traded on the Posting Market Center

[0064] At step 122, the process determines that this trade executed on the posting
market center 20, so it ends the process at step 126. Only away market trades can
reprice reprice-to-block orders.

Example 5: Trade on the Tape is an Inferior Priced Block Trade, Reprice-To-Block
Buy Orders are Repriced

[0065] In this example, the internal book still appear as follows:

Bids Offers
Order A: 1000 @ 20.02 Order C: 5000 @ 20.03
Order E: 400 @ 20.02, Away Market Center A 1000 @ 20.03
Reserve size = 4600,
OriginalPrice = 20.02,

RTB=Y

Order B: 3000 @ 20.01, | Order D: ' 1000 @ 20.05
Reserve size = 2000

Order F: 900 @ 20.01,

Reserve size = 1100,

OriginalPrice = 20.01,

RTB=Y

Away Market Center A 2000 @ 20.00

[0066] At step 120, the process detects the following Print on the Tape:

—> 10,000 shares @ 20.00 traded on Away Market Center A
[0067] At step 122, the process determines that this trade did not execute on the
posting market center 20, and at step 124, the process determines that this is a regular-

way trade. At step 128, the process sets the PrintTradeVolume parameter equal to
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RTB = Y Anay Market Center A 2000 ( 20.00[0062] The
public posting nmarket center order book | ooks |ike

wo kbios1288ds OF fers Posting Market Center 1400 FOROSDR6/016683
Posting Market Center 5000 @ 20.03 Posting Mar ket

9 Po et Cente 0Q .@20. 05
CS‘S@@} ﬂ% ? g?/stgcon Z{tesfe% g% il}eﬁm‘iefﬁ seff ﬁg %F‘g%z%dégme
Prl on, t he Tape: -> 10,000
égééaéﬁgﬁtﬁgﬁ¥¢ r%%O %%stlng thket Cent er
ste the process determnes that this
[  DRR e %ﬁ*wgceﬁ%%tm Wi PRSLine Fiapek pontzy s bey bt and
S t at step 126. ) .mar ket trades
?fﬂ @Bﬂ@% e@éOCF%? °§W8%rﬁs Ta?og@g@avga iffppemster (529 98) to
on the, Tape.is an Inferior Priced Bl ock Trade
Rl rﬂOEtB‘gT’garEFr GRSt it 6D )¢ e e pbEg parameter is
the internal book still appear as
f FVF’b TFG@S@]g grketi Gepten best bidnhibe prosesconimesta sen KIS and
|]owing Print on the Tape: -> 10,000 shares @ 20.00
t &ng@@a thsrProgras to daieraine éébﬁ st Sal¢ omstipteag biocks rade at stephks0
process determnes that this trade did not execute on

t FéusoBt i ng market center 20, and at step 124, the
process determnes that this is a regul arway trade. At

st08¢911 28At sterel 435 BiewseressaeisievasaheMinRIqukyobivol panameter, which,
par anmet er equal tol0, 000, the size of the trade. At
singhis 13@mplehés gt de 49908 shares. hat Rtepni6fy deeplocase compares the
paranmeter equal to $20.00, the price of the trade.
PrintTradeVolume parameter (10,000) to the MinBlockVolume parameter (10,000).
As the PrintTradeVolume is the same as the MinBlockVolume, the process proceeds
to step 165 where it determines if the trade must also meet minimum marketplace
value requirements. As this example uses an equity security issue as its basis and
block trades are not required to meet minimum value requirements in addition to
minimum volume requirements, the process proceeds from step 165 to step 174.
[0070] At step 174, the process sets the flag “IsBlock” equal to “1” (true). At step
176, the process passes the binary value back to step 138 in the process New Last Sale
Detected (Figure 3). As the value of IsBlock = 1, the process proceeds to step 140 to
determine whether any reprice-to-block buy orders must be repriced. Step 140
invokes the process to reprice-to-block buy orders at step 200 (Figure 5).
[0071] At step 202, the process retrieves the first reprice-to-block buy order,
Order E. At step 204, it compares the price of Order E ($20.02) to the
PrintTradePrice ($20.00). As the buy order’s price is higher, at step 206, the process

changes Order E’s price to $20.00, the price of the PrintTradePrice. At step 208, the
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[0068] At step 132, the process retrieves the posting
mar ket center's best bid and offer, and in step 134,

WO @288 ESSs conpares the PrintTradePrice par aP@EL/E82006/016683
($20.00) to the posting marker center best bid
($EbsHi rq ' I er i.s |lower .
Bt phorisAlle opfe ke 8 BETHERECHBR SETFIRY 1o R e igleg ime
glg}mrjt}nues to step 136 and initiates the process to
etermne if the Last Sale constitutes a bl ock trade,

ep 0 LE - [0069] At s 162, the
oloo®2) o HedoicOBOK, ety dhesais feioup s OREr Ryte heen
I R.hdys exanple, is set to 10,000 shares. At step 164,
th% process conpares the PrintTradeVol une paraneter
(10,000) to the M nBl ockVol une paraneter (10,000). As
the—Pr n‘“ﬁn':“iéol ge—+s—the-sanme as the

.{\ ' Uy the pnrocess prnr‘ppr‘lq to fo‘?fﬁ 165 yyhere

i ue; | |
- Seor mnes L1 1000@20 03" LQrienfis o pet i APOAIE 20.03
Rl ace val u0&gap ObrrerltAwaydarket Genter Anpi0B0 @24503
SEIERIPIES/ urity issue aslits basis and bl ock trades

(rdenf5 requi red $09 @801 r{iQrdenDval ue r equi r HOBE 20.09
HdFe 87 T 814% ni mum vol ume rlequirenents, the process
drrigieadlricery29MIst ep 165 to stlep 174. [0070] At step

BB =t¥he process sets the fllag "IsBl ock" equal to "1"
Qrderdd:. At step 4P6(@ 2680,pr dcess passes the binary
val ue back to step 138 in the process New Last Sale
Desarve sige T #0§ure 3). As the|value of IsBlock = 1, the
giriginadRricpF@0d@ds to step 140 to determ ne whet her any
AEKB =3k- t 0- bl ock buy orders {rmust be repriced. Step 140
iAwayRdarkétiGenter ACQ660 @R OLGBPT 1| Ce- T 0- bl 0OCK buy or ders at
step 200 (Figure 5). [O007I] At step 202, the process

1e078] eves stdpe21D] metpré @By Hetist 18-dL
E. At step el204, it pcr:orrpar es St he p?i:&éeelgﬁe %{)glgl?rer:b%do%ers

GHARTR )= Y Qndl lABteiiheY thhe@eR ra.iré?eTﬁ§%%c&9)retué§ 16 88p BYY and
p 206, the p S

order's price is higher, at ste t roces
retrieves the next reprice-to-block order, Order F. At step 204, the process compares

Q) Q)

the price of Order F ($20.01) to the PrintTradePrice (820.00). As the buy order’s
price is higher, the process changes Order F’s price to $20.00, the value of the
PrintTradePrice, at step 206. At step 208, the process inserts the repriced order in the
internal order book according to its new price/time priority. At step 210, the process
again checks to see if any more buy orders with RTB = Y exist, and finding none in

this example, ends the update process at step 212.
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changes Order E's price to $20.00, the price of the
PrintTradePrice. At step 208, theprocess inserts the
WO epnilzes’ order in the internal book accordi ngP€DUS1086/016683
new price/time priority. [0072] ]:I'he [ ggrnalE Eookb
t ar The/in ok 166ks fiRé hpws af ter er as been
Fggﬁ]ced:ﬁééi %gﬁg‘&g ers Order A: 1000 ( 20.02 Order C
5000 @ 20.03 Order B: 3000 20.01, Away Market Center A

TO00 @ 20.03 B\{a§er VE SI VA4S Wﬁé’rsl $20-01;
REFADT 10007 @' ﬁ TVRRRIC - SO 008 2003
%e%%g&ge 26607'(5 0’04) & 0"0(1)” gl‘?ﬁ‘ﬂ%‘é‘gme% AOEOJG(F@E@:G?’Y

tar A_ONNAO 20 nn r0n731 Al_ste
)2_2'@% Y s %‘}Q@@QQ\O% e Dy her e are 4990@%%05
S{SW i{% RTB = Y and |determi nes that there are.
Tgfg%% i

urns to step 202 and retrieves the next
RIB=] to-block order Order F_ At step 204, the

pg re‘iés conpar es 9@%@p’10r0@e of Order F ($20.01) to the,
[

PtintTradePrice ($20.00). As the buy order's
eserve size = 1100,

OriginalPrice = 20.01,
RTB=Y
Away Market Center A 2000 @ 20.00

[0075]  The public posting market center book now looks like this:

Bids Offers
Posting Market Center 1000 @ 20.02 | Posting Market Center 5000 @
< 20.03
Posting Market Center 3000 @ 20.01 | Posting Market Center 1000 @
< 20.05
Posting Market Center 1300 @ 20.00
e

Example 6: Incoming Sell Order Trades with Posted Buy Orders, where Reprice-To-

Block Orders have Already Moved Their Prices

[0076] At around the same time the above process is happening, a market
participant has also detected the block trade that executed priced at $20.00, and this
market participant also detected the superior-priced bids that were displayed on the
posting market center prior to being repriced. As a reminder, at the time the block
trade at $20.00 was reported to the Tape, the public book for the posting market

center looked like this:

Bids Offers
Posting Market Center 1400 @ 20.02 Posting Market Center 5000 @
20.03
Posting Market Center 3900 @ 20.01 Posting Market Center 1000 @
20.05
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price is higher, the process changes Order F's price

to $20.00, the value of the PrintTradePrice, at step
WQO®s/ 124685t ep 208, the process inserts the repPCTEM006/016683

order in the internal order book according to its new

g{(])bm/ Ui g rﬂéﬂk&;ﬂahir%})aﬁi‘ théctd%ﬁctgéﬁzg HidkE tﬁ?ﬁ&@?@.@%@és “hat the

ecks to see If a nore buy orders w

e mERS: ohlale AR 0 bR PR ek g 2000
CBR B0k 80 08 nq 0Ll 0, PR b Rl Bt gy e
e TR o b elilier "3000' © 20, 01 Post i ng
T @ S BN  BRkRsrura PHBR TR Gl P Oifer 11 ades
have AT eady” N Thel (U8R G0 LERRETS A around the |
PRI i P S pHCORED o £ s
OB LR 4D B Tt S Rl B
di S$| ayed on the post.i n(? mar ket center prior to being

r QB3R dbe piesess matehes JOPO shares #e$20:02 Ordas Avls quriees eauerdetely
a% $20. 00 was reported to the Tape, the public book
f

fing Qedes oA tand gemayirgtit &evt e bookk e dhp imkecesshihecksBiaisee if
(i);lgo?nrigg Order H still has additional shares to trade, and determines that it has 5000
shares remaining.

[0080] The process retrieves the next buy order, Order B. It compares the price of
Order B ($20.01) to the price of incoming Order H ($20.01). As the prices are equal,
the process matches 5000 shares at $20.01, completely filling Order B and removing
it from the books. The process first matches the 3000 displayed shares of Order B
and then matches the 2000 reserve shares of Order B. The process checks to see if
incoming Order H still has additional shares to trade, and determining that none

remain, the process is terminated.

[0081]  The internal book looks like this:

Bids Offers

Order E: 400 @ 20.00, Order C: 5000 @ 20.03
Reserve size = 4600,
OriginalPrice = 20.02,
RTB=Y

Order F: 900 @ 20.00, | Away Market Center A 1000 @ 20.03
Reserve size = 1100,
OriginalPrice = 20.01,
RTB=Y

Away Market Center A 2000 @ 20.00 Order D: 1000 @ 20.05
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Posting Market Center 1400 @0.02 Posting Market

Center 5000 @ 20.03 Posting Market Center 3900 @ 20.01
w@ombitzigsMar ket Center 1000 @ 20. 05[ 0077] The P&r/K81006/016683

parti ci pant that detected the block trade at $20.00

t ha t in
o or’S%%@%‘s‘ﬁE%?‘P%?‘a%‘%f fo SR DB LS
DRI S SN I ey Joffe_merket
‘ CH A .. ! ) PCI T
3@ g Markght e I e Q. gﬁﬂﬁ%(et%&teirng n’%p&@
éell 6000 @ 20. 1 |oc [0079 °f’ ne ARetCantsToy ¢ | BP0@
av¥a -.-- D a onpares t he l"”'l{"t'3

rder A, $20 02) to the prlce of incom. n

(89317 A5 auSiaiad it s e vnand) Po]@§§gelﬂ5§i"@ﬁ ogen to
1000 shares_at $20.02, Order A's price, conple
f Ppjtiaggsinyedbsy vera Aot r@@ﬁﬁwpﬁ@CK Prdﬁlfso dfien ﬁle@émkgmdwr%ders A
process checks to see if incomng Order H still has
atish B iresmainedsa ghed onigingl paiges;  Ane rasalf.cthese rmeders, (liders 1A anglsB,
5000 shares remaining. [0080] The process retrieves
t Wererhi oy ap ingomingarder Gingradmntage of higrabitrsgetdppoymitye of
Order B ($20.01) to the price of inconmng Oder H
([9984]01) In gentiaste Qpddrs &s amd &, adichl were hegged oloespricen tpednagsly
5000 shares at $20.01, conpletely filling Oder B and
r poeadntg the blockntradeeprisookisn fhit dlqek dcaals sat fthe drifemat prive swas
the 3000 di spl ayed shares of Order B and then matches
t ¢edecRAO0AY e gesuiteths hatoamtio frepTicohg rof Bhesd lvedepr preessedctherc kiem
to see if incomng Oder Hstill has additional shares
t being hitlef theirdoribiviatr superica@rddrgiricaor@nce eemiced, 4 Feprice-to-block
process is term nated.

order, such as Orders E and F in this example, do not revert to their original price.

However, Orders E and F could be repriced lower. For instance, should another block
trade subsequently trade at a price that is lower than their current price ($20.00),
Orders E and F would be automatically repriced again, and their previous price would
be stored for audit purposes as well. This process is repeated as necessary until
Orders E and F are fully executed or canceled.

[0085] Away Market Center A then changes its offer price to $20.01. The

internal book looks like this:

Bids Offers
Order E: 400 @ 20.00, Away Market Center A 1000 @ 20.01
Reserve size = 4600, <«
OriginalPrice = 20.02,
RTB=Y
Order F: 900 @ 20.00, | Order C: 5000 @ 20.03

Reserve size = 1100,
OriginalPrice = 20.01,
RTB=Y

Away Market Center A 2000 @ 20.00 Order D: 1000 @ 20.05
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[0081] The internal book |ooks Iike this:[0082] The
public posting nmarket center book now | ooks like this:

WO 0®8321688 illustrated in this exanple, O der sPEI/ERIOB016683
| eft thensel ves open to arbitrage since they were not
reprice-to-block orders. After the block trade, Orders

R
SRR A TR Lt 0 B SRS
SR bl SRS oERPTRA e B St Srah 2

was getected. As a result, the automatic repricing of
tHEBL ®Pfler s prevented then frombeing hit at their
ori gi nal perior_ord ice. Once repriced, a

'+ oRepricerTonBlogk SelkQrder isReesivedr s E and F in this
exanpl e, do not revert to their original price.
HI0RA er | Atrte? ), theriepess igerived threfolleyying deqpmingspricestgrblock
i nstance, shoul d another bl ock trade subsequently
teH@edest a price that is lower than their current
price ($20.00), Orders E and F woul d be autonmatically
repriced agaPrQrdanll BelkBo00h@e0.GyShpwisize B, Resave size =
stored for auddM0RiIFPssE®s as well. This process is
repeated as necessary until Orders E and F are fully
el0688]t e dAbsterc3cthk prbeesCOBBhingathyt Ovberdds nai@arrieatable, ahthnare
changes its offer price to $20.01. The internal book
| io ok soveeildpebdtivean: thBisels ofdef price ddibe bEst bADPric@ 2NDO that even
Away Market Center A 1000 @ 20.01 Reserve size = 4600,
<thoighi the QaikiniPeiee of QRIOR is FHBR)2-th€ order can only trade at its current

price of $20.00.) At step 310, the process stores the order price as the OriginalPrice
for audit purposes, and at step 312, it posts the reprice-to-block order to the internal
book and the public posting market center order book according to normal price/time
priority rules. The process terminates at step 314.

[0089] The internal book looks like this:

Bids Offers
Order E: 400 @ 20.00, | Away Market Center A 1000 @ 20.01
Reserve size = 4600,
OriginalPrice = 20.02,

RTB=Y

Order F: 900 @ 20.00, | Orderl: 300 @ 20.02, €
Reserve size = 1100, Reserve size = 2700,

OriginalPrice = 20.01, OriginalPrice = 20.02,

RTB=Y RTB=Y

Away Market Center A 2000 @ 20.00 | Order C: 5000 @ 20.03

Order D: 1000 @ 20.05
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Order F: 900 @20.00, Order C. 5000 @20.03 Reserve
size = 1100, OriginalPrice = 20.01, RTB = Y Away
woveookazie€ent er A 2000 20. 00 Order D 1000 20. 0B{DO8B)P6/016683
Mar ket Center A's Offer of $20.01 is now t he best
ofo . i L1 ow,. .
OO PPN pdshol BEHEHAITRE 3 808K nb ideRb e s
rse-pribedlgh Pk tradet+sde g,_ ega-a-ess

B GO RopdPRHOTo.

¢-1-O

Fce=To
0p £X@ ;

L ved 00971 At ct an 200 e process receives _the
NRELTCT VEU T U007 T— 7/ w—StCtpPp—OUu; LA S P
f-oH-ow-rg—-Reoni-ng—reprice ¢l optingMarkeh Genger 4 5P00 @,20.03
Order—— Sell 3000 @20. 02 | Pasiing Market Genten( 10¢8:@:30,05

p 302, the process
Isiwit abgiylnterighPrice as there is

Qﬁ overIaP bet ween the sell order price and the best
P1d, i cAt staoNGOethe pegeess deteets the fojlowineProt pyihedlape:i ce of
Order Eis $20.02, the order can only trade at its
current price 80083ren@)20A2 tredesion3iGsy MadkepPante #s
stores the order price as the Original Price for audit
f0992%ds e sAt sierd12 thstpepeessideterininep ¢mt thist tnale did not execute on the
reprice-to-block order to the internal book and the
eBiingcmpist ¢antpr PAr ket atcstapt B34, dir dbearmbes khaa aido isdh Regulad-way
normal price/time priority rules. The process |,

tteaded Abisters 128, thetpepee$slséts theOP8ATraddWolimd parmadtetxol th 00860,
i ke this:[0090] The public posting market center
dheleize b die tale. | ADKisp 1Bk eit tséts she PrkaTRberrBe pRtaater Bgadao
on the Tape is Not at an Inferior Price

$20.02, the price of the trade.

[0093] At step 132, the process retrieves the posting market center best bid and
offer and in step 134, it compares the PrintTradePrice ($20.02) to the posting market
center best bid ($20.00). As the PrintTradePrice parameter is not lower than the
posting market center best bid, the process does not need to check for the presence of
any reprice-to-block buy orders, so the process continues to step 142.

[0094] At step 142, the process compares the PrintTradePrice parameter (520.02)
to the posting market center best offer ($20.02). As the PrintTradePrice parameter is
not higher than the posting market center best offer (the prices are equal), the process
does not need to check for the presence of any reprice-to-block sell orders. The
process, in this example, is complete as indicated at step 144.

Example 9:  Trade on the Tape is an Inferior Price. But is Not a Block Trade

[0095] In step 120, the process detects the following Print on the Tape:

—> 9,500 shares @ 20.03 traded on Away Market Center A
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[0091] At step 120, the process detects the foll ow ng

Print on the Tape: - 10,000 shares @20.02 traded on
wo\nay/1Masket Center A [0092] At step 122, the PCDUSNS6/016683

determnes that this trade did not execute on the

8@?&?}]” 9 Kﬁgtglﬁ t122: ?IIE]EI @’Bce%g det@rﬁﬁ‘n ttha% ttfﬁp tr%‘ e4 g inE)t ?xeg\{t% Bn the

m nes t sareuarvva

< fShipd RERE BGESP EAP uf B> T84 Q#Jét%%ﬁvo'tﬂ%%hgf}é%q‘e ir-way
SR AP A oy Bt BB,
p{hgcsgzgfs of tﬁt %ISEB ]%gﬂlt SPI% tgahiégtf_l" C% rt'h%r pakr)aen?etterbéq%al to
Rg@ghg%adegggpgﬁéﬁgo 02) to the posting market center

®As the PrlntTradePrlce par anet er |s
ower . t ha osti ng. et center best bid, th

piﬁ@%ﬁss Beues it T aborereyetieuhs ersic wakebeairee bet bishand
re rice-to-blaock buy orders, so_the process continues

pabingier 1 3fobomotss comeptsthoPrigthedpiise gammeisr P 3) t
the Print TradePrice paraneter 20.02) to the posting
ntiF Resting markst coptes’s bptt b&(ﬂi%Qg% é@}he EaintFradePrice parameter is not
PrintTradePrice paraneter is not higher than the
plo¥es than themeatingdpsrkescepads best bidy the prasessrdogerotaeed to reprice
equal ), the process does not need to check for the
piE semice-toyblogihluyrasdars, e theprdskessekntinies togtaparid. AThtep 142, the
process, in this exanple, is conplete as indicated at
SRregess| 4ampaEgsithsl BrigTrafeRrtbe pamandte ($aP63) o dre podieg i market
Price. But is Not a Block Trade [0095] In step 120,
t ¢eatepis bese sffergeice (126.02 handfdetelminesttjatRhé PrintBradéihize Pajameter is
> 9,500 shares @20.03 traded on Away Market Center
Ajigiea6TheMprosdse prot&3s td ep Proane dtides the piodes td dadrmiiddl i the
trade did not execute on the posting nmarket center 20,
alredlt Sate ainetirutk@4 blotk tratiRtaesiep MEOFighat4)t his is a
regul ar-way trade. At step 128, the process sets the
HO0098] Tr aAlesuey 1678 the i GUeB iefrie @3 MifB18cI8hime parameter, which

is currently set to 10,000 shares. At step 164, the process compares the
PrintTradeVolume parameter (9,500) to the MinBlockVolume parameter (10,000).
As the PrintTradeVolume parameter is less than the MinBlockVolume parameter, it
proceeds to step 166.

[0099] At step 166, the process retrieves the MinBlockValue parameter, which is
currently set to $200,000. At step 168, the process computes the TotalTradeValue
parameter by multiplying the PrintTradeVolume (9,500) by the PrintTradePrice
($20.03). The derived TotalTradeValue = $190,285. At step 170, the process

compares the TotalTradeValue ($190,285) to the MinBlockValue ($200,000). As the
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the size of the trade. At step 130, it sets the

Print TradePri ce paraneter equal to $20.03, the price
wo@Roobhzi68T ade. [0097] At step 132, the processPCT/US2006/016683

retrieves the posting market center's best bid and

O St@ATrRBYalud isSle&Pthdr the Mlﬁ%g«%[zcgﬁlgé)sit tﬁ%@i{ﬂﬂ%&%‘c‘t ifis gtrade does

PrintTradePri ce paraneter pgstl n

Rt Kilstifd Y RbckSrdd8 S he R 037 QetQ@L lﬂggzlrsfs[l‘élg’ = 0 (false).

Print TradePri ce paraneter IS no n

pmﬁid(ﬂt]‘ 9 AREKSY 76 GRY filoceis pgséés s %fna%{zsaélge;gag:rﬁ gé Isgg elgg i t[he

need to reprice any reprice-to-blo

P TS R RS o Rl 0
ARy PB B B S Sh e BER L o

paraneter is higher. The process proceeds to step 146
ot 24i8e bl G0 BIR 12l LTS age Moo
B OHITFIR S & D oC! op 0 A FIE
[0098] AU step 162, the process retrieves the
ckVol.ume par r ich is currently set to
%6@68 s/ aigma OOE@LF"?%S41\,M1W‘W§ process conpares the
i (9.500) to the
Soarameter (10,000) . As t Haffers
S r adeVol une pAPhEA0EN0; i| Awayddarket£ientehd 1000 @ 20.01
HUVo kS BMMe paranmeter, it] proceeds to step 166.
Prige =30dB. 166, the progess retrieves the
HBFEACKkVal ue paraneter. whilch is currently set to
$2derB500. At st ep91G@ 20.00: pQrdeds conputes Bbe@ 20.02,
Resaveasisure IR ue par anet er hResarve sipE9700g t he
Ppriginalfried \20l00e (9, 500) by | OrigiratHrict FradepPr i ce
RPB®=03). The derived Tot al TRxBvYal ue = $190, 285. At
stvery Maiet Qenter Ar o2eXs@@0M0aN €kddrite Tot al Tr adsvai@/20.03
$190, 285) to the M nBI ockVaiosgr@¥200, 00U) - 790 @ 20.05
theTotal Trade Value 1s Tess than the MnBrockvaltue, Tt

den1ez)ri nastephao, thdprécess @R iAREHIBNIng PPAB thblrsped bl ock
trade. At step 172, it sets the flag "IsBlock™ = 0

(false). = 10,000 shares @ 20.03 traded on Away Market Center A

[00103] At step 122, the process determines that this trade did not execute on the
posting market center 20, and at step 124, the process determines that this is a regular-
way trade. At step 128, the process sets lthe PrintTradeVolume parameter = 10,000,
the size of the trade. At step 130, it sets the PrintTradePrice parameter = $20.03, the
price of the trade.

[00104] At step 132, the process retrieves the posting market center best bid and
offer, and at step 134, it compares the PrintTradePrice ($20.03) to the posting market
center’s best bid ($20.00). As the PrintTradePrice is not lower than the posting

market center’s best bid, the process does not need to reprice any reprice-to-block buy

30



[00100] At step 176, the process passes the binary

val ue back to step 148 in the process New Last Sal e
wDedoea2ws? (Fi gure 3). As the val ue of "I sBlI oCkPCHUS2006/616683

reprice-to-block sell orders are repriced so the

p&ﬁ&@ Ss% tfid) gnl%ﬁgstg cﬁﬁtﬁﬁﬁj‘tﬁé%eg%? h%%?ocgss COH‘Ip&I‘GS the

IS an ri or
et?’%g PR AHS) Rt 89#1‘3? Sak g Repr%‘f’tﬁ%f%@%? é;lzeﬁ’é)e?nd
Eeeéei%nee%ra? e by Eer bRy Ko, fﬂa%pmc%%g%ggdé t 146 and
i ates i tess o pietaing FARE Lo 3a18 Gpnsiieaopigrad pstepi160

&J inal Price = 20.02, RTB = Y RTB = Y Anay Market
&t A 2000 20.00 Order C 5000 @20.03 Order Dt

1 2 0102] At step 120, the process detects
ﬁgﬁﬁf wtﬂg %,, ]}mpr%ﬁf?sst Iqieyes e MinBlpek' Ve pagpietergvhich
20.03 traded on_Awa I\/arket Center A [00103] At step

1 pcurfeqily pﬁebct@séog(g’%/éh%?%es At rigp 4l tﬁ‘?sh’ter prpsesgi epmppsres the
execute on the posti n? mar ket center 20, and at step
1BrntTrageV qlume, o 6L0.006) efavi thes MinBookNplimes @0.08Q)ul arlevay the

trade. At step 128, the process sets the
Pkt radeirdvae lﬁr@epﬁmnﬂét &% MinBipckhPolume, it proceeds to step 165,

where it checks if the trade must also meet minimum market value requirements. In

this example, since this issue is an equity security, the volume and value requirements
do not both need to be satisfied, and the process proceeds to step 174.

[00106] At step 174, the process sets the flag IsBlock = 1 (true). At step 176, the
process passes the binary value back to step 148 in the process New Last Sale
Detected (Figure 3). As the value of “IsBlock” = 1, the process proceeds to step 150
to determine whether any reprice-to-block sell orders must be repriced. Step 150
invokes the process to reprice-to-block sell orders, at step 400 (Figure 7).

[00107] At step 402, the process retrieves the first reprice-to-block sell order,
Order I. At step 404, the process compares the price of Order I ($20.02) to the
PrintTradePrice ($20.03). As the sell order’s price is lower, at step 406, the process
changes Order I’s price to $20.03, the price of the PrintTradePrice. At step 408, the
process inserts the repriced order in the internal book according to its new price/time
priority. At step 410, the process checks to see if other sell orders with RTB = Y

exist, and finding none, ends the update process at step 412.
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the size of the trade. At step 130, it sets the

Print TradePrice paraneter = $20.03, the price of the
W e@da216800104] At step 132, the process retriBPUEES100€016683

posting market center best bid and offer, and at step

1341081t TRRAR [ dePrice ($20 03) to the

pfggtl r]19 mar ke?ﬁgléé]({kg?&&llgéeéﬁt&abl d ($20.00). As the
Print TradePrice is not | ower than t he postl ng mar ket
Center s 'D(-,‘b'lBi'Hég tthe “procgss uuco Rot %Clgh*

c}gggjv% Sgg I I¥49(I) ctp Ielpbki&@?&o‘dw é%w%lﬂariﬁq%e“ﬁf ég@ @ 20.01
CEIR lﬁgce_ﬁ)%'l nt TradePricg ($20.03) to the posting
é’ﬂ% 3 best of fer grice ($20.02) and

ha Print Tr 4adaPr i Q%I s _hi nhpr The

rde F" nee %};ds 200 @ 840% 4 UAY Gniti ates t 0L aREES

]ée_ cent er

r
esaré/f 1?%_3 °f the Last Salle constitutes a bl ock
oSt €h’l160 (Figure 4). [00105] At step 162, the

t

P j%m_e,\‘e&rhp M nBl gckVol une paraneter, which
é%ﬂ}%ﬁ thpirdy 2800@ B0 JKuerd: At step 16310 @B.03,
process conpares the Print TraﬁjeVoI umre (10,000) to the
M nBl ockVol ume (10, 000). As |Reeerrm sizeT2780e Vol ume i s
the same as the M nBl ockVol yisiginalPrise 588ds to step
165 where it checks if the |RE¥e Yust al so neet

m ni mum market val ue requirerflderd: | n this ek e).05
since this issue is an equity security, the volune and
V80198] r lhgipublieprsgnginankettcettat drderdeck haw ekskite thiki ed,
and the process proceeds to step 174. [00106] At step
174, the prodadss sets the fllag IsBlock offerftrue). At

FogngMérkettGeatepr 0Ce$F0R@S S €3 Polimg VAR CHRl US 3006520.63
08P 148 in the process New|lgast Sal e Detected (Figure

3). As the value of "TsBIocCH Posting Markk& OZh@F €3900 @ 20.05
proceeds to step I50 T0 determ ne wietfier any

OENOL e-AOwith OrkerS 8l and ¥ #l&hs bl%’;&tdetng [T@%:) lﬁ)@%eqn?é fdpriced,

150 i nvokes the process to reprice-to
@81 Ss ndbr R HORighfl Prille® 70‘zvever, Order I could be repriced higher.

For instance, should another block trade subsequently trade at a price that is higher

than Order I's current price ($20.03), Order I would be automatically repriced again,
and its previous price would be stored for audit purposes as well. This process is
repeated as necessary until Order I is fully executed or canceled.

Example 11: Trade on the Tape is an Inferior Priced Block Trade, Reprice-To-Block
Options Sell Order is Repriced

[00111]  This example, Example 11, is an equity options example and is similar to
Example 10 above except that orders and quotes in an equity options issue are shown
rather than the orders and quotes in an equity security issue that were shown in

Example 10. The particular issue discussed in this example does not have Market
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[00107] At step 402, the process retrieves the first
reprice-to-block sell order, Oder | . At step 404,

W0 b@op2w8ESS conpares the price of Oder | ($22CDEY200€016683
the PrintTradePrice ($20.03). As the sell order's

: i a. . 4 h dey, .
D KSOIRL 0 W VY BB A55
f%xaﬁ{pfep HARRif I&lggcﬁpm&qs ofel! ?V?rroet plsr?stegtg éh\r/eﬁ F\)A;olugdglgqt ?)%geelgvalntn to

e I'nternal accordr ng S pri

g{h.?]sg&rigc'isﬁe’ﬁicrrf,o%sr g@? g)rc\%%‘ Or’r]lo{:f?x%teg,r %a%:lgs?i rgﬁr!iqc% -:i%-bto?lﬁzgg dnirgvri]ously
. 2. . 412.100108] T
PR SR o RURE R By AR AP o

p N ket center order book now | ooks |ike this:
[%@lgtféﬁla%{with Orders E and F in the buy order

e e ve, opce repriced, Oder |1 is never reset
TR P S SPi bl nrembportilogs g e g that

r 1ced, higher. For instance, should another bl ock
(Pigel §%§fé@€¥ﬂmalﬁagﬂ eenpreyiqysly gepricedsfo-flacks pygyidenced
than .Order Fs.current price ($20.03), Oder | would be
alﬂ?iatgﬁ‘ﬁ%‘ léeélqrﬁg“}aﬁ)ﬁlcle%ed again, and its previous price
would be stored for audit purposes as well, This
process is rdi#ated as necessary until CPffers | is
fOIdeyLiexecut ed or 48@20Ed. |BwayMekatiCenrdde oHO@E.05
T3956rve 8izem 460 eri or Priced Bl ock Trade.
F@{%}P@Bﬂcﬁo‘-%lfbck Options Selll Oder is Repriced
[REBEIY This exanple, Exanplle 11, is an equity options
QuepMe and is si n®0@2.00) EXaméreN:10 above except @ had,
Radenve siaerd 1tyot es i n an equi|tRes@ps ¢igs27sue are shown
r@uigisalPridecr2.05)e orders and quHgamIPriRea D BYUI ty
RTBHYY i ssue that were showrsayExanpl e 10. The

paway Maikey Centsue d06@!3.06d 1/orlidH)s exanple JoesS5§gf2.15
have Market Makers assigned to it and, thnerefore,

Nookis] M@ 190008 roddss ddiks e BtRiRDrinfod the Trapxanpl e.

Even 1 f Market Maker quotes were present, they would

not be rel ewany, 000 cbdtasis @) 595 ﬁ%%e?%nﬁa@ﬂﬂet%eﬂ%‘? FCA&/

not quotes, can be repriced-to-bloc previ ous
[00114] =~ At step 122, the process determines that this trade did not execute on the

posting market center 20, and at step 124, the process determines that this is a regular-
way trade. At step 128, the process sets the PrintTradeVolume parameter= 70,000,
the size of the trade. At step 130, it sets the PrintTradePrice parameter = $2.15, the
price of the trade.

[00115] At step 132, the process retrieves the posting market center best bid and
offer, and at step 134, it compares the PrintTradePrice ($2.15) to the posting market
center’s best bid ($2.00). As the PrintTradePrice is not lower than the posting market
center’s best bid, the process does not need to reprice any reprice-to-block buy orders,

so the process continues to step 142. At step 142, the process compares the
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described, the definition of a block trade is

different on an options market than on an equities
woraookae21687 00112] At the start of this exanpl e, P€T1ES2006/016683

i nternal book |ooks |ike this. Note that Order L and

@siRTraddPrRY ?%?193 §8Ge P&ﬁﬂ% g{rﬁlgéeé Qgﬁér%/shbest offer g;ﬁice ($2.10) and

repriced-to-bl oCk, as evi

Qe'tegllnﬂfé!; Bilat fh@ﬁ’rmﬁ'ﬁ%f&é g %1?%9’ dﬁ{e dces pr@%g R stepV\?% and

ket Center eserve Size

i 5,5 Ao IR s Ol %G8 5 i

iQlngl Price = 2.05, Original Price = 2.10, RTB =
%E& Away Market Center A 200 @2.00 O der J: 50

PTel na i i B e pagr™ BF BT RS Berraciep which
bR G RGBT Ko 4 (OHALN otep
i TR T
t he rocess sets
F*{r Pﬂﬁ%‘?e@t&m lg h’éﬁi{ék nBlogk Viobime, ttmé)‘@‘?dﬁéo gep 169e
t step 130, it sets the PrintTradePrice
p@?ﬁﬁ%t ﬁt gte$21 635 thet PROCEss | checkst whethert thiggérade must also meet
minimum market value requirements to constitute a block trade. In this example,
since the issue is an equity option, the volume and value requirements both need to be
satisfied, and the process proceeds to step 166. At step 166, the process retrieves the
MinBlockValue parameter, which in this example is set to $150,000. At step 168, the
process computes the TotalTradeValue parameter by multiplying the
PrintTradeVolume parameter (70,000) by the PrintTradePrice ($2.15). The computed
TotalTradeValue=$150,500. At step 170, the process compares the
TotalTradeValue($150,500) to the MinBlockValue ($150,000). As the
TotalTradeValue is higher than the MinBlockValue, it determines that this trade does
constitute a block trade.
[00118] At step 174, the process sets the flag IsBlock = 1 (true). At step 176, the
process passes the binary value back to step 148 in the process New Last Sale
Detected (Figure 3). As the value of “IsBlock” = 1, the process proceeds to step 150

to determine whether any reprice-to-block sell orders must be repriced. Step 150

invokes the process to reprice-to-block sell orders, at step 400 (Figure 7).
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[00115] At step 132, the process retrieves the posting

mar ket center best bid and offer, and at step 134, it
w@eovparw87 t he PrintTradePrice ($2.15) to the ppSI/USZP06/016683

mar ket center's best bid ($2.00). As the

Rob ko] age Bieh Gl fheRbeekO WA, oLl Og A ket

cent e!‘ s bes? bi d, egﬁec pr océes‘xsepglo%eglgﬁg prlrﬁ:gé‘ag]tog? S&F order,

reRE: e Aic SRl (e g?&'e@ &gﬁyﬁgyﬂe"é&%’%{)@fﬁ%%r H@z.m) to the

process contl nues t step

T (o) . or I‘CI S $2.

R ASI TP Bl i W Zé%:siepi 51 gt ?s%g?%% tE%mpcess
' nal. Pr.i pt Tr. [ ' ' T
SRRRT 0N 2t 8 Bled 0o e PR Gt Phiplifadebes {f s@e[(pﬁws e

] if. Sal i tut
(o b febricsdBeel iy om0k acondine s newprie e

URER Pl Sbb 4R0iRs frdest ot et o elapydereavich ks = ¥
RLO %S‘i %gngares the PrintTradeVol une (70, 000) to t he
BABT FRAGReMRme, widp e updats pracess ahffepddde Vol ure i s

' than the M nBl ockVol une, it proceeds to step
Qg@ﬂﬁ[ OOﬁ‘f?‘]‘ter,&f‘l@PEEmg%gfetPﬁé process checks whet her
this trade nust al so neet m ni nrum mar ket val ue

' nts to constitute block trade. In this
xample sindMs he i ssue is|an equity opfffam, the
Vet and val ue r 4@ 2-8hent veyMarkecnteoAbe 100 @ 2.05
Jeeperyd sieafs 4¢hd t he process proceeds to step 166. At
Qriginallyge =1, process retri ¢ves the M nBl ockVal ue

dukBimdt er. which in this exanple is set to $150, 000.
ArdgtNdp 168, the pU@as®, commudes: t he Total Traggyabys
Rescavetizr= by0, mul ti pl yi ng the Print TradeVol une
Suigaatitriee =245, 000) by the Prfint TradePrice ($2.15). The
RiIpafied Tot al TradeVal ue=$150, 500. At step 170, the
prvoyddaka@eprr as D pogcal T agd@yq: ue($ 150, buugo@zh'@e
M nBl ockVal ue ($150,000). As« he Total TradeValue Ts
hi gher than the M nBl ockVal UResctfe shietei7gl nes that this

trade does OriginalPrice = 2.10,
RTB=Y

[00121] The public posting market center order book now looks like this:

. Bids Offers
Posting Market Center 130 @ 2.00 | Posting Market Center 80 @ 2.15 €

[00122]  Order N, as with other repriced-to-block orders above, never resets to its
original price after it has been repriced. However, Order N could be repriced higher if
necessary. For instance, should another block trade subsequently trade at a price that
is higher than Order N’s current price ($2.15), Order N would be automatically
repriced again, and its previous price would be stored for audit purposes as well. This

process is repeated as necessary until Order N is fully executed or canceled.
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constitute a block trade. [00118] At step 174, the
process sets the flag IsBlock = 1 (true). At step 176,
W0 b@op21B8ESSs passes the binary val ue back to sPepU32086/016683
in the process New Last Sal e Detected (Figure 3). As
| UL the!idfahGKhas Be dlgcn?se@fnqgt%’?ssof%lga(fﬁ g’oz{’(rgents it

step 150 to determ ne whet repri

Sﬂohld%' g? ekl tthe’%hE qgfehﬁind rﬁt &8 lé’g' QedI n’\g]? kg@t(p 126155 are

process t reprice-

(ﬁlgg#ﬂerﬁ éltzl)eln[ 8'0\'3%'9& ex are nl.gn cr>uosc§cais caﬁfgﬁsA?%atlons
@po{%?%{nb&pﬁgﬁ)t?,&cﬁ §8 g@?{o E’%ZW(%%(; stqhgf e Wi ggléq jeope of

ce is | oner, at step 406, the process
%gﬁ“$§nEP8%PnN's price to $2.15, the price of the

PrlntTradePrlce At step 408, the process inserts the
repriced order in the internal book according to its
new price/time priority. At step 410, the process
checks to see if other sell orders wth RTB = Y exi st,
and finding none, ends the update process at step 412.
[00120] The internal book |ooks like this: [00121] The
public posting market center order book now | ooks Iike
this: [00122] Oder N, as with other repriced-to-bl ock
orders above, never resets to its original price after
it has been repriced. However, Order N could be
repriced higher if necessary. For instance, should
anot her bl ock trade subsequently trade at a price that
is higher than Order N's current price ($2.15), Oder
N woul d be automatically repriced again, and its
previous price would be stored for audit purposes as
well. This process is repeated as necessary until

Oder Nis fully executed or cancel ed.[00123] Wile
the invention has been discussed in terns of certain
enbodi nents, it should be appreciated that the
invention is not so limted. The enbodi nents are
expl ai ned herein by way of exanple, and there are
nunmer ous nodifications, variations
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and ot her enbodi nents that nmay be enpl oyed that woul d
still be within the scope of the present

w0 poven2ie8n. CLAIMS What is clained is: 1. A nmetpPoOdUSm06/016683
repricing a posted Iimt order on a posting market
center in view of a block trade executed on an away
mar ket center at an inferior price, conprising:
posting a limt order on Eﬁﬁ ting narket center;
receiving data regarding a block trade executed on an
aw@M“ggﬁgﬁhlgenter determ ning that the block trade
executed at an inferior price to the limt order

ppst edy Hl@th%{l}l ?or%ﬁfc n%% B clfgt 1t%e 8?1 atpﬂs ngglgaglgerﬁrgetr{t[e&?rlkl W

repricing t

KRR &%ﬁﬁt&fﬁ?ranﬁ%w o5t e e R e g
t 3. The nethod of

cl a e%fgtm%émg S?Yr?@saé’gé?‘@)é“%fF%antﬂr der is asell

order. erein the posted

Li it re"eng}g fsgar 5%? I?'chbwgﬁxe%mm@n ﬁ#éfﬁmarksmmea m

1, wherein th rket center, operates in_an
equl t FECTHRI i i lce ock e Mo P iopohe it order
wher ei n_the posti mar ket center operates in an
dﬁ?@gﬂglﬁﬂP%Eg ‘%B%Cq““¢WﬁEthod for repricing a posted
limt order on a postlnp mar ket center in view of a

bl ock 2pomgicafly é‘f‘PH‘P’é‘é thenlimi opden posies drethe pesiingmasket aenter to
inferior price, rising: posting a limt order
Hh%nff‘gloéﬁ“@rthf@ Fh"?ahl gl’fﬂad@e&@wtcdw posting market center
with an identifier to reprice the order if an away

mar ket bl ock trade executes at a price inferior to the
original price,

2. The method of claim 1, wherein the posted limit order is a buy order.

3. The method of claim 1, wherein the posted limit order is a sell order.
4. The method of claim 1, wherein the posted limit order is a reserve order.
5. The method of claim 1, wherein the posting market center operates in an

equities marketplace.

6. The method of claim 1, wherein the posting market center operates in an

options marketplace.
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receiving data regarding a trade executed on an away

mar ket center; determning if the away nmarket center
woe@de2w8s a bl ock trade; wherein if the tradeP@BUS2006/016683

determned to be a block trade, determning if the

by.ock A hRfRd Fxaepe @d BiitGddr 3h G n vi

original price g? ?%éﬂ%gste “ﬁ?ﬁ??hgfﬁgp¥gﬁﬁ%g§ﬂ%?é?HWW

| &t 4 h16ckHQE KxdehiBglgn %1 ﬁaﬁ?ﬁeﬁk@t gerﬁér a‘?!ﬁ} {%lgefrlg)? %)rgc%, (gC)Fl‘lll}{I:‘ﬁglg:

repricing the poste t order to

ted: : . h f claim7 .

whor iR Rk @R an SBEHIOEn Bl S5y Blag comgravi
. L . B b d i .

Far e I B NI b AR, Bloph g Bt o pric
bl ac. .10. .Th thod of claim7, wherein th
p%gféahﬁﬁﬁﬁPy%ﬁ_éFﬁfsng sglloorge?{nal. Th:rﬁ;?hodeof
i ghorr B PGy PO SFfHkonapasay st GBIt  ade.
12. T%%mne%hod $f claink7, wherein the posted limt
or der SFEinpgdL ng%PB@'ﬁﬁgypﬁﬁwﬁ8ﬁ§a gﬁkﬁ?@@.reserve
or odof B PAEs § deRbingl b Bpoaer ez o elock

W@@n t he aeserveighares or contracts are displayed
aCEE FHRCHGY Al Rries T &9 thi eejgingli neige of the pestasldinyib orgpr prack
or contracts are repriced to the price of the executed
bl ock "ieEgkif thelockfrededidieyeruisrat @n infenior prigh eensicingtthreposted
psting market center operates in an equities
I @Oy tg éhe priee of tiy exequtedhblaclotradel aj m 7, wherein t he

posting market center operates in an options

mar ket pl ace. 16. The nmethod of claim7, further
conprising determining if the trade that

8. The method of claim 7, wherein the posted limit order is a buy order.

9. The method of claim 8, wherein the posted buy order is repriced lower to

equal the price of the executed block trade.
10.  The method of claim 7, wherein the posted limit order is a sell order.

11.  The method of claim 10, wherein the posted sell order is repriced higher to

equal the price of the executed block trade.

12. The method of claim 7, wherein the posted limit order is a reserve order

having non-displayed reserve shares or contracts that are displayed according to

predefined rules.
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executed on the away market was a regul ar-way trade.

17. The method of claim7, wherein the trade that
wez@en2ws’ on the away market center is a bl ockp@T/E8®06/616683

a predefined m ni mum bl ock vol ume paraneter is not

greater than the volume of the trade. 18. The nethod

of claim7, wherein the trade that executed on the

ayay o if a predefined

L e G U Phint 3o Sl Slch U8 i PR B B are

m ni mum araneter 1s no r

\Y; f . t rad of claim 7, wherein
¢ e e s ik e e FRL IR enie et R are
: J edefjned .m.ni mum bl ock vol une
Bxlg?%%g:té?{é i‘i%‘b%%fﬁh%%"ee%‘% %drgl?%atﬁad? ‘he vol une of the trade
and if a predefined m ni mum bl ock val ue paraneter is
not greater than the value of the trade. 20. A posting
ket,center onpri.sing:.ap internal order book and
2T b1 g el of Salin amhpising e coatine, mapket gsnigr perates n an
0 rs. including reprice-to-block orders; neans for
ﬁ%ﬁﬁ?%??ﬂﬁﬁ%?gde data mar ketw de; a posting market
center nenory for storing code for analyzing and
processi ng reprice-to-block orders and for storing
reprige-to-plock paranmeters; a processor for
iﬁ?er g@?i‘ﬂ E‘?ﬂ Pﬁclﬁﬁ% T; wheiehathe RORingesaket Pegertaperates in an
stored code for anal yzing and processing
r@HPRBAEEPBEGck or ders when the interface receives a
reprice-to-block order having a price, wherein the
code, when executed: determ nes the paraneters of the
reprice-to-block order and stores the reprice-to-block
ofder Tharmsihade pf claim t T urses t domprising ldetermimirtgeif thermdy that
and posts the reprice-to-block order on the interna
creayedmndhe away mdrket mabh ragular-gey trbdeok ;

17. The method of claim 7, wherein the trade that executed on the away market
center is a block trade if a predefined minimum block volume parameter is not greater

than the volume of the trade.

18.  The method of claim 7, wherein the trade that executed on the away market

center is a block trade if a predefined minimum block value parameter is not greater

than the value of the trade.
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moni tors trade data market w de; determ nes fromthe
trade data if a trade is a block trade; wherein if the

W eada2ie87 det ermi ned to be a bl ock trade, det ePEi/me®06/616683
the bl ock trade executed at a price inferior to the

price.of the pasted reprice:-t Q%p k order: and wherein
- ¢ B st a7 alfam 7 g lr iy et 15" Haviebab B any g
price, i Seior ,totege rice of the posted )

FespIFY s 8 Plogk (el & predited i L RIov YTyas bruete.is B! ggseter
order to the price of the executed blocghtrade.Z 1. )
Then 1he IPimg afdhaczadeaad ks p@fiefﬁ\eéi"fwmm e Walpe pagneter is
reprice-to-block order is a buy order. 22. The posting
ot gsttercthan (8¢ vaJpe @fithy #3920, wherein the

reprice-to-block order is a sell order. 23. The

posting market center of claim 20, wherein the
reprice-to-block order is a reserve order. 24. The

st i Agparingaaarketcognten conprisingt m 20, wherein the posting
mar ket center operates in an equities marketplace. 25.
The pesintergelpedek beoksad e epblistorddr §pek; 20, wherein the
posting market center operates in an options

mar k etaplingeréace for receiving orders, including reprice-to-block orders;

means for monitoring trade data marketwide;

a posting market center memory for storing code for analyzing and processing
reprice-to-block orders and for storing reprice-to-block parameters;

a processor for interacting with the interface and executing the stored code for
analyzing and processing reprice-to-block orders when the interface receives a
reprice-to-block order having a price, wherein the code, when executed:

determines the parameters of the reprice-to-block order and stores the
reprice-to-block order parameters in the posting market center memory and posts the
reprice-to-block order on the internal order book and the public order book;
monitors trade data market wide;
determines from the trade data if a trade is a block trade;
wherein if the trade is determined to be a block trade, determines if the
block trade executed at a price inferior to the price of the posted reprice-to-
block order; and
wherein if the block trade is determined to have executed at a price

inferior to the price of the posted reprice-to-block order, reprices the reprice-

to-block order to the price of the executed block trade.
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21.  The posting market center of claim 20, wherein the reprice-to-block order is a

buy order.

22.  The posting market center of claim 20, wherein the reprice-to-block order is a

sell order.

23.  The posting market center of claim 20, wherein the reprice-to-block order is a

reserve order.

24.  The posting market center of claim 20, wherein the posting market center

operates in an equities marketplace.

25.  The posting market center of claim 20, wherein the posting market center

operates in an options marketplace.
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