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Item 1. Text of Proposed Rule Change 

 a)  NASDAQ OMX BX, Inc. (the “Exchange”) proposes to amend Chapter V, 

Section 26 (Limitation of Liability) of the Rules of the Boston Options Exchange Group, 

LLC (“BOX”).  The text of the proposed rule change is attached as Exhibit 5. 

 b)  Not applicable to application of any other Exchange rule. 
 
 c)  Not applicable. 
 
Item 2. The Procedures of the Self-Regulatory Organization 

 The proposed rule change has been approved by Boston Options Exchange 

Regulation, LLC (“BOXR”) and BOX Committee of the Exchange Board of Directors 

pursuant to authority delegated by the Exchange. 

Item 3. Self-Regulatory Organization's Statement of the Purpose of, and Statutory Basis for, 
the Proposed Rule Change 

a)  Purpose 

Chapter V, Section 26 of the BOX Trading Rules provides, in general, that neither 

the Exchange, BOXR, BOX, nor any of their respective affiliates with regard to BOX 

will be liable to BOX Options Participants for any losses arising from the use of BOX or 

the BOX Trading Host.  The Exchange is proposing to codify provisions within the BOX 

Trading Rules that permit BOX, for customer service reasons, to compensate an Options 

Participant, within specified limits as proposed, for certain identified losses. Additionally, 

the Exchange is proposing to clarify certain provisions within Section 26 regarding to 

whom it is applicable.  

Accordingly, the Exchange proposes to amend Chapter V, Section 26 of the BOX 

Trading Rules to (1) clarify certain provisions within Section 26 regarding to whom the 

liability limitation applies; (2) codify provisions within the BOX Rules to permit BOX to 

compensate Participants for losses under certain circumstances; and (3) establish the 
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maximum amount of such compensation that BOX may provide during a calendar month 

pursuant to Section 26. 

 The Exchange proposes to clarify Section 26(a) by adding the respective 

directors, officers, committee members, employees, contractors, agents, and other 

persons acting on the behalf of the Exchange, BOXR, BOX and any of their respective 

affiliates to the paragraph that identifies the persons to which the limitation of liability is 

applicable.  The Exchange proposes that “Exchange Related Persons and/or Entities” be 

defined to include the Exchange, BOXR, BOX, and any of their respective affiliates, and 

their respective directors, officers, committee members, employees, contractors, and 

agents or other persons acting on their behalf.1

The Exchange proposes adding new Section 26(e) to establish, subject to the 

express limits set forth in Section 26(e)(1) through 26(e)(3), that BOX may compensate 

Options Participants for losses resulting directly from the malfunction of the physical 

equipment, devices, or programming, or from the negligent acts or omissions of 

employees of the Exchange, BOXR or BOX. 

   The Exchange proposes corresponding 

changes in Sections 26(a)(ii), 26(a)(iii), and in Sections 26(b), 26(c) and 26(d) to add 

references to the defined term Exchange Related Persons and/or Entities.  Additionally, 

the Exchange proposes to add terrorism to the list of items beyond the control of 

Exchange Related Persons and/or Entities for which liability is limited. 

Under the proposal, BOX’s payments for the aggregate of all claims made by all 

Options Participants during a single calendar month would not exceed the larger of 

$500,000, or the amount of any recovery obtained by BOX under any applicable 

insurance maintained by BOX.  Additionally, in the event that all of the claims made 

                                                 
1 See proposed Section 26(a) of Chapter V of the BOX Rules. 
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during a single calendar month cannot be fully satisfied because they exceed the 

applicable maximum limitation, then the maximum permitted amount will be 

proportionally allocated among all such claims.  Finally, the Exchange proposes that all 

claims for compensation under the new proposed provisions must be submitted in writing 

no later than 12:00 p.m. ET on the next business day following the day on which the use 

of BOX gave rise to such claims.  Once in receipt of a claim, BOX will verify that: (i) a 

valid order was accepted into BOX; and (ii) any loss claimed resulted directly from the 

malfunction of the physical equipment, devices, or programming, or from the negligent 

acts or omissions of employees of the Exchange, BOXR or BOX during the execution or 

handling of that order.  BOX will only compensate Participants for valid claims, and will 

compensate such Participants at the end of the month. 

 BOX represents that the determination to compensate a BOX Options Participant 

will be made on an equitable and non-discriminatory basis without regard to whether the 

Participant is a Market Maker or Order Flow Provider on BOX, and that such 

determinations will be made pursuant to procedures of BOX Market Operations Center 

(“MOC”) with regulatory oversight established by BOXR.  Additionally, BOX represents 

that BOX will maintain a record of Participant claims including documentation detailing 

its findings and details for approving or denying claims in accordance with its obligations 

under Section 17 of the Act. 

b)  Statutory Basis 

The Exchange believes that the proposal is consistent with the requirements of 

Section 6(b) of the Act,2 in general, and Section 6(b)(5) of the Act,3

                                                 
2 15 U.S.C. 78f(b). 

 in particular, in that 

 
3 15 U.S.C. 78f(b)(5). 
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it is designed to promote just and equitable principles of trade, to remove impediments to 

and perfect the mechanism of a free and open market and a national market system, and, 

in general to protect investors and the public interest.  In particular, the proposal will 

amend Chapter V, Section 26 of the BOX Trading Rules to codify provisions within the 

BOX Rules to permit BOX to compensate Participants for losses resulting directly from 

the malfunction of the physical equipment, devices, and/or programming of Exchange 

Related Persons, or from the negligent acts or omissions of Exchange Related Persons, 

and to establish the maximum amount of such compensation that BOX may provide 

during a calendar month.     

Additionally, the Exchange believes that the codification of these policies should 

add transparency to the BOX Rules and that its proposal to amend Chapter V, Section 26 

will promote fairness in the national market system.  The proposed change will allow 

BOX to address Participant claims under various circumstances, and allow BOX to act in 

a similar fashion as many of its competitors.  Several exchanges have substantially 

similar rules and the Exchange believes that the proposed rule change would place BOX 

in a similar position to address Participant claims.4

Item 4. Self-Regulatory Organization's Statement on Burden on Competition 

  

 The Exchange does not believe that the proposed rule change will impose any 

burden on competition not necessary or appropriate in furtherance of the purposes of the 

Act. 

Item 5. Self-Regulatory Organization's Statement on Comments on the Proposed Rule 
Change Received from Members, Participants, or Others 

                                                                                                                                                 
 
4 See EDGA Exchange, Inc.(“EDGA”) Rule 11.12, NASDAQ Stock Market LLC (“NASDAQ”) Rule 
4626, Chicago Board Options Exchange, Incorporated (“CBOE”),  Rule 6.7, NYSE Arca, Inc. (“NYSE 
Arca”). Options Rule 14.2, International Securities Exchange, LLC (“ISE”),  Rule 705, and BATS 
Exchange, Inc. (“BATS”)  Rule 11.16. 



SR-BX-2012-011  Page 7 of 19 
 

 

 

The Exchange has neither solicited nor received comments on the proposed rule 

change. 

Item 6. Extension of Time Periods for Commission Action 

Not applicable. 

Item 7. Basis for Summary Effectiveness Pursuant to Section 19(b)(3) or for Accelerated 
Effectiveness Pursuant to Section 19(b)(2)  

(a)  This proposed rule change is filed pursuant to paragraph (A) of section 

19(b)(3) of the Exchange Act5 and Rule 19b-4(f)(6) thereunder.6

(b)  This proposed rule change does not significantly affect the protection of 

investors or the public interest, does not impose any significant burden on competition, 

and, by its terms, does not become operative for 30 days after the date of the filing, or 

such shorter time as the Commission may designate if consistent with the protection of 

investors and the public interest.  The Exchange believes the proposed change is 

consistent with the protection of investors and in the public interest because it will 

promote fairness in the market place in situations where a Participant may make claims 

for losses that result from a malfunction of the physical equipment, devices, or 

programming, or from the negligent acts or omission of employees of the Exchange, 

BOXR or BOX. 

 

As such, the Exchange asserts that the proposed change is “non-controversial” 

and requests that the Commission waive the 30-day operative delay period for such 

proposals and make the proposed rule change effective and operative upon filing.7

                                                 
5 15 U.S.C. 78s(b)(3)(A). 

  Such 

 
6 17 CFR 240.19b-4(f)(6). 
 
7 As required under Rule 19b-4(f)(6)(iii), the Exchange provided the Commission with written notice of its 
intent to file the proposed rule change along with a brief description and the text of the proposed rule 
change, at least five business days prior to the date of filing of the proposed rule change, or such shorter 
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a waiver will permit BOX to immediately implement the proposed rule change for the 

benefit of Options Participants and will allow BOX to remain competitive with other 

exchanges. 

At any time within 60 days of the filing of the proposed rule change, the 

Commission summarily may temporarily suspend such rule change if it appears to the 

Commission that such action is necessary or appropriate in the public interest, for the 

protection of investors, or otherwise in furtherance of the purposes of the Act. 

Item 8. Proposed Change Based Upon Rules of Another Self-Regulatory Organization or 
of the Commission 

 
 The proposed rule change is based in part on provisions of EDGA Rule 11.12, 

NASDAQ Rule 4626, CBOE Rule 6.7, NYSE Arca Options Rule 14.2, ISE Rule 705, 

and BATS Rule 11.16.  The Exchange believes that this proposed rule change does not 

raise any new or unique substantive issues from those raised in similar proposals.    

Item 9. Exhibits 

1. Form of Notice of the Proposed Rule Change for Publication in the Federal 
Register. 

 
5. Text of the Proposed Rule Change. 

   
 

                                                                                                                                                 
time as designated by the Commission. 
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EXHIBIT 1 
 
SECURITIES AND EXCHANGE COMMISSION 
(Release No. 34-               ; File No. SR-BX-2012-011 
 
_____, 2012 
 
Self-Regulatory Organizations; NASDAQ OMX BX; Notice of Filing and Immediate 
Effectiveness of a Proposal to Amend Chapter V, Section 26 of the BOX Rules 
  

Pursuant to Section 19(b)(1) under the Securities Exchange Act of 1934 (the “Act”)1 and 

Rule 19b-4 thereunder,2 notice is hereby given that on February 3, 2012, NASDAQ OMX BX 

(the “Exchange”) filed with the Securities and Exchange Commission (the “Commission”) the 

proposed rule change as described in Items I, II, and III below, which Items have been prepared 

by the Exchange.  The Exchange has designated the proposed rule change as constituting a non-

controversial rule change under Rule 19b-4(f)(6) under the Act,3

I. Self-Regulatory Organization’s Statement of the Terms of the Substance of the Proposed 
Rule Change 

 which renders the proposal 

effective upon filing with the Commission.  The Commission is publishing this notice to solicit 

comments on the proposed rule change from interested persons. 

The Exchange proposes to amend Chapter V, Section 26 (Limitation of Liability) of the 

Rules of the Boston Options Exchange Group, LLC (“BOX”). 

II.   Self-Regulatory Organization’s Statement of the Purpose of, and Statutory Basis for, the 
Proposed Rule Change 

In its filing with the Commission, the Exchange included statements concerning the 

purpose of and basis for the proposed rule change and discussed any comments it received on the 

proposed rule change.  The text of these statements may be examined at the places specified in 
                                                 
1 15 U.S.C. 78s(b)(1). 

2 17 CFR 240.19b-4. 

3 17 CFR 240.19b-4(f)(6). 
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Item IV below.  The Exchange has prepared summaries, set forth in Sections A, B, and C below, 

of the most significant aspects of such statements. 

A. Self-Regulatory Organization’s Statement of the Purpose of, and Statutory Basis 
for, the Proposed Rule Change 

1. Purpose  

Chapter V, Section 26 of the BOX Trading Rules provides, in general, that neither the 

Exchange, BOXR, BOX, nor any of their respective affiliates with regard to BOX will be liable 

to BOX Options Participants for any losses arising from the use of BOX or the BOX Trading 

Host.  The Exchange is proposing to codify provisions within the BOX Trading Rules that permit 

BOX, for customer service reasons, to compensate an Options Participant, within specified limits 

as proposed, for certain identified losses. Additionally, the Exchange is proposing to clarify 

certain provisions within Section 26 regarding to whom it is applicable.  

Accordingly, the Exchange proposes to amend Chapter V, Section 26 of the BOX 

Trading Rules to (1) clarify certain provisions within Section 26 regarding to whom the liability 

limitation applies; (2) codify provisions within the BOX Rules to permit BOX to compensate 

Participants for losses under certain circumstances; and (3) establish the maximum amount of 

such compensation that BOX may provide during a calendar month pursuant to Section 26. 

 The Exchange proposes to clarify Section 26(a) by adding the respective directors, 

officers, committee members, employees, contractors, agents, and other persons acting on the 

behalf of the Exchange, BOXR, BOX and any of their respective affiliates to the paragraph that 

identifies the persons to which the limitation of liability is applicable.  The Exchange proposes 

that “Exchange Related Persons and/or Entities” be defined to include the Exchange, BOXR, 

BOX, and any of their respective affiliates, and their respective directors, officers, committee 
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members, employees, contractors, and agents or other persons acting on their behalf.4

The Exchange proposes adding new Section 26(e) to establish, subject to the express 

limits set forth in Section 26(e)(1) through 26(e)(3), that BOX may compensate Options 

Participants for losses resulting directly from the malfunction of the physical equipment, devices, 

or programming, or from the negligent acts or omissions of employees of the Exchange, BOXR 

or BOX. 

   The 

Exchange proposes corresponding changes in Sections 26(a)(ii), 26(a)(iii), and in Sections 26(b), 

26(c) and 26(d) to add references to the defined term Exchange Related Persons and/or Entities.  

Additionally, the Exchange proposes to add terrorism to the list of items beyond the control of 

Exchange Related Persons and/or Entities for which liability is limited. 

Under the proposal, BOX’s payments for the aggregate of all claims made by all Options 

Participants during a single calendar month would not exceed the larger of $500,000, or the 

amount of any recovery obtained by BOX under any applicable insurance maintained by BOX.  

Additionally, in the event that all of the claims made during a single calendar month cannot be 

fully satisfied because they exceed the applicable maximum limitation, then the maximum 

permitted amount will be proportionally allocated among all such claims.  Finally, the Exchange 

proposes that all claims for compensation under the new proposed provisions must be submitted 

in writing no later than 12:00 p.m. ET on the next business day following the day on which the 

use of BOX gave rise to such claims.  Once in receipt of a claim, BOX will verify that: (i) a valid 

order was accepted into BOX; and (ii) any loss claimed resulted directly from the malfunction of 

the physical equipment, devices, or programming, or from the negligent acts or omissions of 

employees of the Exchange, BOXR or BOX during the execution or handling of that order.  

                                                 
4 See proposed Section 26(a) of Chapter V of the BOX Rules. 
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BOX will only compensate Participants for valid claims, and will compensate such Participants 

at the end of the month. 

 BOX represents that the determination to compensate a BOX Options Participant will be 

made on an equitable and non-discriminatory basis without regard to whether the Participant is a 

Market Maker or Order Flow Provider on BOX, and that such determinations will be made 

pursuant to procedures of BOX Market Operations Center (“MOC”) with regulatory oversight 

established by BOXR.  Additionally, BOX represents that BOX will maintain a record of 

Participant claims including documentation detailing its findings and details for approving or 

denying claims in accordance with its obligations under Section 17 of the Act. 

2. Statutory Basis 

The Exchange believes that the proposal is consistent with the requirements of Section 

6(b) of the Act,5 in general, and Section 6(b)(5) of the Act,6

                                                 
5 15 U.S.C. 78f(b). 

 in particular, in that it is designed to 

promote just and equitable principles of trade, to remove impediments to and perfect the 

mechanism of a free and open market and a national market system, and, in general to protect 

investors and the public interest.  In particular, the proposal will amend Chapter V, Section 26 of 

the BOX Trading Rules to codify provisions within the BOX Rules to permit BOX to 

compensate Participants for losses resulting directly from the malfunction of the physical 

equipment, devices, and/or programming of Exchange Related Persons, or from the negligent 

 

6 15 U.S.C. 78f(b)(5). 
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acts or omissions of Exchange Related Persons, and to establish the maximum amount of such 

compensation that BOX may provide during a calendar month.     

Additionally, the Exchange believes that the codification of these policies should add 

transparency to the BOX Rules and that its proposal to amend Chapter V, Section 26 will 

promote fairness in the national market system.  The proposed change will allow BOX to address 

Participant claims under various circumstances, and allow BOX to act in a similar fashion as 

many of its competitors.  Several exchanges have substantially similar rules and the Exchange 

believes that the proposed rule change would place BOX in a similar position to address 

Participant claims.7

B. Self-Regulatory Organization’s Statement on Burden on Competition 

  

The Exchange does not believe that the proposed rule change will impose any burden on 

competition not necessary or appropriate in furtherance of the purposes of the Act. 

C. Self-Regulatory Organization’s Statement on Comments on the Proposed Rule 
Change Received from Members, Participants, or Others 

No written comments were either solicited or received. 

III. Date of Effectiveness of the Proposed Rule Change and Timing for Commission Action 

Effectiveness Pursuant to Section 19(b)(2)  

(a)  This proposed rule change is filed pursuant to paragraph (A) of section 19(b)(3) of 

the Exchange Act8 and Rule 19b-4(f)(6) thereunder.9

                                                 
7 See EDGA Exchange, Inc.(“EDGA”) Rule 11.12, NASDAQ Stock Market LLC (“NASDAQ”) 

Rule 4626, Chicago Board Options Exchange, Incorporated (“CBOE”),  Rule 6.7, NYSE Arca, 
Inc. (“NYSE Arca”). Options Rule 14.2, International Securities Exchange, LLC (“ISE”),  
Rule 705, and BATS Exchange, Inc. (“BATS”)  Rule 11.16. 

 

8 15 U.S.C. 78s(b)(3)(A). 

9 17 CFR 240.19b-4(f)(6). 
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(b)  This proposed rule change does not significantly affect the protection of investors or 

the public interest, does not impose any significant burden on competition, and, by its terms, 

does not become operative for 30 days after the date of the filing, or such shorter time as the 

Commission may designate if consistent with the protection of investors and the public interest.10

At any time within 60 days of the filing of the proposed rule change, the Commission 

summarily may temporarily suspend such rule change if it appears to the Commission that such 

action is necessary or appropriate in the public interest, for the protection of investors, or 

otherwise in furtherance of the purposes of the Act. 

  

The Exchange believes the proposed change is consistent with the protection of investors and in 

the public interest because it will promote fairness in the market place in situations where a 

Participant may make claims for losses that result from a malfunction of the physical equipment, 

devices, or programming, or from the negligent acts or omission of employees of the Exchange, 

BOXR or BOX. 

 IV. Solicitation of Comments 

Interested persons are invited to submit written data, views, and arguments concerning 

the foregoing, including whether the proposed rule change is consistent with the Act.  Comments 

may be submitted by any of the following methods:   

Electronic comments: 

• Use the Commission's Internet comment form (http://www.sec.gov/rules/sro.shtml); or  

                                                 
10 As required under Rule 19b-4(f)(6)(iii), the Exchange provided the Commission with written 

notice of its intent to file the proposed rule change along with a brief description and the text 
of the proposed rule change, at least five business days prior to the date of filing of the 
proposed rule change, or such shorter time as designated by the Commission. 

http://www.sec.gov/rules/sro.shtml�
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• Send an e-mail to rule-comments@sec.gov.  Please include File Number SR-BX-2012-

011 on the subject line.  

Paper comments: 

• Send paper comments in triplicate to Elizabeth M. Murphy, Secretary, Securities and 

Exchange Commission, 100 F Street, NE, Washington, DC 20549-1090. 

All submissions should refer to File Number SR-BX-2012-011.  This file number should be 

included on the subject line if e-mail is used.  To help the Commission process and review your 

comments more efficiently, please use only one method.   

The Commission will post all comments on the Commission’s Internet Web site 

(http://www.sec.gov/rules/sro.shtml).  Copies of the submission, all subsequent amendments, all 

written statements with respect to the proposed rule change that are filed with the Commission, 

and all written communications relating to the proposed rule change between the Commission 

and any person, other than those that may be withheld from the public in accordance with the 

provisions of 5 U.S.C. 552, will be available for Web site viewing and printing in the 

Commission’s Public Reference Room, on official business days between the hours of 10 a.m. 

and 3 p.m., located at 100 F Street, NE, Washington, DC 20549.  Copies of such filing also will 

be available for inspection and copying at the principal office of the Exchange.  All comments 

received will be posted without change; the Commission does not edit personal identifying 

information from submissions.  You should submit only information that you wish to make 

available publicly. 

All submissions should refer to File Number SR-BX-2012-011 and should be submitted 

on or before [insert date 21 days from publication in the Federal Register]. 

mailto:rule-comments@sec.gov�
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 For the Commission, by the Division of Trading and Markets, pursuant to delegated 

authority.11

      Kevin M. O’Neill 

 

Deputy Secretary 
 

                                                 
11 17 CFR 200.30-3(a)(12). 
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EXHIBIT 5 
 
   

New language 
[deleted language] 
 
Boston Options Exchange Group LLC 
 

* * * * * 

 
CHAPTER V.   DOING BUSINESS ON BOX 
 
Sec. 1 through 25 No change. 

Sec. 26   Limitation of Liability 
 

(a)  [Neither, t]The Exchange, BOXR, BOX, and[or] any of their respective affiliates, 
and their respective directors, officers, committee members, employees, contractors, and agents 
or other persons acting on their behalf [with regard to BOX] (“Exchange Related Persons and/or 
Entities”) will not be liable to Options Participants or users for any loss, damages, claim or 
expense: 

 
i.  growing out of the use or enjoyment of BOX or the Trading Host; or 
 
ii.  arising from or occasioned by any inaccuracy, error or delay in, or  

omission of or from the collection, calculation, compilation, maintenance,  
reporting or dissemination of any information derived from BOX, 
resulting either from any act or omission by [the Exchange, BOXR, BOX 
or any of their affiliates] any Exchange Related Persons and/or Entities, or 
from any act, condition or cause beyond the reasonable control of [the 
Exchange, BOXR, BOX or any of their affiliates] any Exchange Related 
Persons and/or Entities, including but not limited to flood, extraordinary 
weather conditions, earthquakes or other acts of God, fire, war, terrorism, 
insurrection, riot, labor dispute, accident, action of government, 
communications or power failure, or equipment or software malfunction; 
 

iii.  Generally, in the event of a BOX market outage, or interruption of  
service, a loss pertaining to an order that is entered into BOX will be  
absorbed by the order entering Participant organization. 
 
Without limiting the generality of the foregoing, [neither the Exchange, 
BOXR, BOX or any of their affiliates, its directors, officers, committee 
Participants, employees, contractors or agents] Exchange Related Persons 
and/or Entities shall not have any liability to any person for any loss, 
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expense, damages or claims that result from any error, omission or delay 
in calculating or disseminating any current or closing index value or any 
reports of transactions in or quotations for options or other securities, 
including underlying securities. 

(b)  [The Exchange, BOXR, BOX or any of their affiliates, its directors, officers, 
committee Participants, employees, contractors or agents] Exchange Related Persons and/or 
Entities shall not be liable to Options Participants nor any persons associated with Participants 
for any loss, expense, damages or claims arising out of the use of the facilities, systems or 
equipment afforded by BOX in relation to the BOX market, [n]or any interruption in or failure or 
unavailability of any such facilities, systems or equipment, whether or not such loss, expense, 
damages or claims result or are alleged to result from negligence or other unintentional errors or 
omissions on the part of [the Exchange, BOXR, BOX or any of their affiliates, its directors, 
officers, committee Participants, employees, contractors, agents or other persons acting on its 
behalf,] any Exchange Related Persons and/or Entities or from systems failure, or from any other 
cause within or outside the control of BOX. 
 
Without limiting the generality of the foregoing, [neither the Exchange, BOXR, BOX or any of 
their affiliates, its directors, officers, committee Participants, employees, contractors or agents] 
Exchange Related Persons and/or Entities shall not have any liability to any person for any loss, 
expense, damages or claims that result from any error, omission or delay in calculating or 
disseminating any current or closing index value or any reports of transactions in or quotations 
for options or other securities, including underlying securities. 
 

(c)  [The Exchange, BOXR, BOX or any of their affiliates] Exchange Related Persons 
and/or Entities make no warranty, express or implied, as to results to be obtained by any person 
or entity from the use of any data transmitted or disseminated by or on behalf of BOX or any 
reporting authority designated by BOX, including but not limited to, reports of transactions in or 
quotations for securities traded on BOX or underlying securities, or reports of interest rate 
measures or index values or related data, and the Exchange Related Persons and/or Entities [, 
BOXR, BOX or any of their affiliates] make no express or implied warranties of merchantability 
or fitness for a particular purpose or use with respect to any such data. 
 

(d)  No Options Participant or person associated with an Options Participant shall 
institute a lawsuit or other legal proceeding against any Exchange Related Person and/or Entity 
[the Exchange, BOXR, BOX or any of their affiliates or any director, officer, employee, 
contractor, agent or other official of the Exchange, BOXR, BOX or any subsidiary of the 
Exchange, BOXR, BOX or any of their affiliates,] for actions taken or omitted to be taken in 
connection with the official business of BOX or any subsidiary, except to the extent such actions 
or omissions constitute violations of applicable federal securities laws for which a private right 
of action exists. This provision shall not apply to appeals of disciplinary actions or other actions 
by BOXR as provided for in the Rules. 
 
(See BSE Rules Chapter XXXIII, "BEACON", Section 7, "BEACON Liability"). 

 
(e) Notwithstanding paragraphs (a), (b), and (d) above, and subject to the express 

limits set forth below, BOX may compensate Options Participants for losses resulting directly 
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from the malfunction of the physical equipment, devices, or programming, or from the negligent 
acts or omissions of employees of the Exchange, BOXR or BOX. 

 
(1) As to the aggregate of all claims made by all Options Participants under this 

Section during a single calendar month, BOX shall not be liable in excess of 
the larger of $500,000, or the amount of any recovery obtained by BOX under 
any applicable insurance maintained by BOX. 
 

(2) In the event that all of the claims made under this Section cannot be fully 
satisfied because in the aggregate they exceed the applicable maximum 
limitations provided in this Section, then the maximum permitted amount will 
be proportionally allocated among all such claims arising during a single 
calendar month based on the proportion that each such claim bears to the sum 
of all such claims. 

 
(3) All claims for compensation pursuant to this Section shall be in writing and 

must be submitted no later than 12:00 p.m. ET on the next business day 
following the day on which the use of BOX gave rise to such claims.  Once in 
receipt of a claim, BOX will verify that: (i) a valid order was accepted into 
BOX; and (ii) any loss claimed resulted directly from the malfunction of the 
physical equipment, devices, or programming, or from the negligent acts or 
omissions of employees of the Exchange, BOXR or BOX during the 
execution or handling of that order. 

 
* * * * * 


	ADP11EE.tmp
	EXHIBIT 1
	SECURITIES AND EXCHANGE COMMISSION
	Paper comments:

	ADP11F4.tmp
	New language
	Sec. 26   Limitation of Liability



