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1. Text of the Proposed Rule Change  

(a) The Nasdaq Stock Market LLC (“Nasdaq” or “Exchange”), pursuant to 

Section 19(b)(1) of the Securities Exchange Act of 1934 (“Act”)1 and Rule 19b-4 

thereunder,2 is filing with the Securities and Exchange Commission (“SEC” or 

“Commission”) a proposal to eliminate the Market Quality Program at Rule 5950.   

The Exchange requests that the Commission waive the 30-day operative delay 

period contained in Exchange Act Rule 19b-4(f)(6)(iii).3 

A notice of the proposed rule change for publication in the Federal Register is 

attached as Exhibit 1. The text of the proposed rule change is attached as Exhibit 5. 

(b) Not applicable. 

(c) Not applicable. 

2. Procedures of the Self-Regulatory Organization 

The proposed rule change was approved by senior management of the Exchange 

pursuant to authority delegated by the Board of Directors of the Exchange (the “Board”) 

on September 19, 2017.  Exchange staff will advise the Board of any action taken 

pursuant to delegated authority.   

Questions and comments on the proposed rule change may be directed to: 

Brett Kitt 
Senior Associate General Counsel 

Nasdaq, Inc. 
(301) 978-8132  

 

                                                
1  15 U.S.C. 78s(b)(1). 

2  17 CFR 240.19b-4. 

3  17 CFR 240.19b-4(f)(6)(iii). 
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3. Self-Regulatory Organization’s Statement of the Purpose of, and Statutory Basis 
for, the Proposed Rule Change  

a. Purpose 

The Exchange proposes to eliminate its Market Quality Program (“MQP”) and 

delete corresponding Rule 5950.  The Exchange established the MQP in 20134 to 

promote market quality in certain securities listed on Nasdaq (“MQP Securities”), 

including by providing financial incentives to market makers in MQP Securities (“MQP 

Market Makers”) to maintain certain quoting and liquidity standards for them. 

The MQP is designed to be a one year pilot program that is set to commence if 

and when certain conditions are satisfied: (i) the Exchange’s acceptance of an MQP 

Company, 5 on behalf of an MQP Security; and (ii) the entry of a relevant MQP Market 

Maker into the Program.  To date, however, neither of these conditions for the 

commencement of the MQP have occurred despite efforts by the Exchange over time to 

make the MQP more enticing to market makers.6  Because the MQP has yet to even 

satisfy the necessary pre-conditions for launching its pilot period, neither the Exchange 

                                                
4  See Securities Exchange Act Release No. 74580 (March 25, 2015), 80 FR 17126 

(March 31, 2015) (SR-NASDAQ-2015-025) (reducing MQP fees to MQP Market 
Makers). 

5  The term “MQP Company” is defined in Rule 5950(e)(5) as the trust or company 
housing the Exchange Traded Fund (“ETF”) or, if the ETF is not a series of a trust 
or company, then the ETF itself.  

6  See Securities Exchange Act Release No. 69195 (March 20, 2013), 78 FR 18393 
(March 26, 2013) (SR-NASDAQ-2012-137) (order granting approval of Market 
Quality Program) (SR-NASDAQ-2012-137) (“MQP order”). See also Securities 
Exchange Act Release No. 68515 (December 21, 2012), 77 FR 77141 (December 
31, 2012) (SR-NASDAQ-2012-137) (notice of filing Market Quality Program as 
pilot, with extensive description of program) (“MQP proposal”). 
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nor the Commission has been able to assess whether or to what extent the Program is 

successful.   

At the Commission’s suggestion and pursuant to its general initiative to end pilot 

programs that have failed to achieve their stated objectives, the Exchange is now 

proposing to eliminate the MQP and delete Rule 5950, which comprises the Program.  

The Exchange notes that it plans to develop a replacement market quality program in the 

future that it hopes will be more successful in attracting market maker interest than the 

existing Program. 

b. Statutory Basis 

The Exchange believes that its proposal is consistent with Section 6(b) of the 

Act,7 in general, and furthers the objectives of Section 6(b)(5) of the Act,8 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.  The Exchange 

believes that it is consistent with the Act to eliminate the MQP because the Exchange has 

limited resources available to it to devote to the operation of special programs like MQP 

and as such, it is reasonable and equitable for the Exchange to allocate those resources to 

those programs that are effective and away from those programs that are ineffective.  The 

Exchange believes that the objectives of the MQP would best be served through a re-

design of the program at a future date. 

                                                
7  15 U.S.C. 78f(b). 

8  15 U.S.C. 78f(b)(5). 
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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.  The Exchange notes that the MQP is not and has not ever been utilized and, as such, 

the elimination of the Program will have no impact on competition whatsoever. 

5. 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.  

6. Extension of Time Period for Commission Action 

Not applicable. 

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

The foregoing rule change has become effective pursuant to Section 

19(b)(3)(A)(iii)9 of the Act and Rule 19b-4(f)(6) thereunder10 in that it effects a change 

that: (i) does not significantly affect the protection of investors or the public interest; (ii) 

does not impose any significant burden on competition; and (iii) 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’s proposal to eliminate the MQP does not impact investors or the 

public interest or burden competition because the MQP is not and has never been utilized.  

                                                
9  15 U.S.C. 78s(b)(3)(A)(iii). 

10  17 CFR 240.19b-4(f)(6). 
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It exists only on paper and its elimination from the Exchange’s Rulebook will have no 

effect. 

Furthermore, Rule 19b-4(f)(6)(iii) requires a self-regulatory organization to give 

the Commission written notice of its intent to file a proposed rule change under that 

subsection at least five business days prior to the date of filing, or such shorter time as 

designated by the Commission.  The Exchange has provided such notice.  

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: (i) necessary or appropriate in the public interest; (ii) for 

the protection of investors; or (iii) otherwise in furtherance of the purposes of the Act.  If 

the Commission takes such action, the Commission shall institute proceedings to 

determine whether the proposed rule should be approved or disapproved. 

A proposed rule change filed under Rule 19b-4(f)(6) normally does not become 

operative prior to 30 days after the date of filing.  Rule 19b-4(f)(6)(iii), however, permits 

the Commission to designate a shorter time if such action is consistent with the protection 

of investors and the public interest.  The Exchange requests that the Commission waive 

the 30-day operative delay contained in Rule 19b-4(f)(6)(iii) because there is no reason 

for such a delay with respect to the MQP program, which is not and has never been 

utilized.   

8. Proposed Rule Change Based on Rules of Another Self-Regulatory Organization 
or of the Commission 

Not applicable. 

9. Security-Based Swap Submissions Filed Pursuant to Section 3C of the Act 

Not applicable. 
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10. Advance Notices Filed Pursuant to Section 806(e) of the Payment, Clearing and 
Settlement Supervision Act 

Not applicable. 

11. Exhibits 

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

5. Text of the proposed rule change.  
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EXHIBIT 1 
 

SECURITIES AND EXCHANGE COMMISSION 
(Release No.                  ; File No. SR-NASDAQ-2018-074) 
 
September__, 2018 
 
Self-Regulatory Organizations; The Nasdaq Stock Market LLC; Notice of Filing and 
Immediate Effectiveness of Proposed Rule Change to Eliminate the Market Quality 
Program at Rule 5950 
 

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

Rule 19b-4 thereunder,2 notice is hereby given that on September 7, 2018, The Nasdaq 

Stock Market LLC (“Nasdaq” or “Exchange”) filed with the Securities and Exchange 

Commission (“SEC” or “Commission”) the proposed rule change as described in Items I, 

II, and III, below, which Items have been prepared by the Exchange.  The Commission is 

publishing this notice to solicit comments on the proposed rule change from interested 

persons. 

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

The Exchange proposes to eliminate the Market Quality Program at Rule 5950.  

The text of the proposed rule change is available on the Exchange’s Website at 

http://nasdaq.cchwallstreet.com, at the principal office of the Exchange, and at the 

Commission’s Public Reference Room. 

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 

                                                
1  15 U.S.C. 78s(b)(1). 

2  17 CFR 240.19b-4. 

http://nasdaq.cchwallstreet.com/
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received on the proposed rule change.  The text of these statements may be examined at 

the places specified in 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 

The Exchange proposes to eliminate its Market Quality Program (“MQP”) and 

delete corresponding Rule 5950.  The Exchange established the MQP in 20133 to 

promote market quality in certain securities listed on Nasdaq (“MQP Securities”), 

including by providing financial incentives to market makers in MQP Securities (“MQP 

Market Makers”) to maintain certain quoting and liquidity standards for them. 

The MQP is designed to be a one year pilot program that is set to commence if 

and when certain conditions are satisfied: (i) the Exchange’s acceptance of an MQP 

Company, 4 on behalf of an MQP Security; and (ii) the entry of a relevant MQP Market 

Maker into the Program.  To date, however, neither of these conditions for the 

commencement of the MQP have occurred despite efforts by the Exchange over time to 

make the MQP more enticing to market makers.5  Because the MQP has yet to even 

                                                
3  See Securities Exchange Act Release No. 74580 (March 25, 2015), 80 FR 17126 

(March 31, 2015) (SR-NASDAQ-2015-025) (reducing MQP fees to MQP Market 
Makers). 

4  The term “MQP Company” is defined in Rule 5950(e)(5) as the trust or company 
housing the Exchange Traded Fund (“ETF”) or, if the ETF is not a series of a trust 
or company, then the ETF itself.  

5  See Securities Exchange Act Release No. 69195 (March 20, 2013), 78 FR 18393 
(March 26, 2013) (SR-NASDAQ-2012-137) (order granting approval of Market 
Quality Program) (SR-NASDAQ-2012-137) (“MQP order”). See also Securities 
Exchange Act Release No. 68515 (December 21, 2012), 77 FR 77141 (December 
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satisfy the necessary pre-conditions for launching its pilot period, neither the Exchange 

nor the Commission has been able to assess whether or to what extent the Program is 

successful.   

At the Commission’s suggestion and pursuant to its general initiative to end pilot 

programs that have failed to achieve their stated objectives, the Exchange is now 

proposing to eliminate the MQP and delete Rule 5950, which comprises the Program.  

The Exchange notes that it plans to develop a replacement market quality program in the 

future that it hopes will be more successful in attracting market maker interest than the 

existing Program. 

2. Statutory Basis  

The Exchange believes that its proposal is consistent with Section 6(b) of the 

Act,6 in general, and furthers the objectives of Section 6(b)(5) of the Act,7 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.  The Exchange 

believes that it is consistent with the Act to eliminate the MQP because the Exchange has 

limited resources available to it to devote to the operation of special programs like MQP 

and as such, it is reasonable and equitable for the Exchange to allocate those resources to 

those programs that are effective and away from those programs that are ineffective.  The 

                                                                                                                                            
31, 2012) (SR-NASDAQ-2012-137) (notice of filing Market Quality Program as 
pilot, with extensive description of program) (“MQP proposal”). 

6  15 U.S.C. 78f(b). 

7  15 U.S.C. 78f(b)(5). 
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Exchange believes that the objectives of the MQP would best be served through a re-

design of the program at a future date. 

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.  The Exchange notes that the MQP is not and has not ever been utilized and, as such, 

the elimination of the Program will have no impact on competition whatsoever. 

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   

Because the foregoing proposed rule change does not: (i) significantly affect the 

protection of investors or the public interest; (ii) impose any significant burden on 

competition; and (iii) become operative for 30 days from the date on which it was filed, 

or such shorter time as the Commission may designate, it has become effective pursuant 

to Section 19(b)(3)(A)(iii) of the Act8 and subparagraph (f)(6) of Rule 19b-4 thereunder.9   

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: (i) necessary or appropriate in the public interest; (ii) for 

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

9  17 CFR 240.19b-4(f)(6).  In addition, Rule 19b-4(f)(6) requires a self-regulatory 
organization to give the Commission written notice of its intent to file 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.  The 
Exchange has satisfied this requirement. 



SR-NASDAQ-2018-074 Page 13 of 21 

the protection of investors; or (iii) otherwise in furtherance of the purposes of the Act.  If 

the Commission takes such action, the Commission shall institute proceedings to 

determine whether the proposed rule should be approved or disapproved. 

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  

• Send an e-mail to rule-comments@sec.gov.  Please include File Number SR-

NASDAQ-2018-074 on the subject line. 

Paper comments: 

• Send paper comments in triplicate to Secretary, Securities and Exchange 

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

All submissions should refer to File Number SR-NASDAQ-2018-074.  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 

http://www.sec.gov/rules/sro.shtml
mailto:rule-comments@sec.gov
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provisions of 5 U.S.C. 552, will be available for website viewing and printing in the 

Commission’s Public Reference Room, 100 F Street, NE, Washington, DC 20549, on 

official business days between the hours of 10:00 a.m. and 3:00 p.m.  Copies of the 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-NASDAQ-2018-074 and should 

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

For the Commission, by the Division of Trading and Markets, pursuant to 

delegated authority.10 

   Eduardo A. Aleman 
     Assistant Secretary 

                                                
10  17 CFR 200.30-3(a)(12). 
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EXHIBIT 5 
 

Deleted text is [bracketed].  New text is underlined. 
 
The Nasdaq Stock Market Rules 
 

* * * * * 

5950. [Market Quality Program]Reserved. 
[Preamble. The Market Quality Program ("MQP" or "Program") is a voluntary program 
designed to promote market quality in certain securities listed on Nasdaq. An MQP 
Company may list an eligible MQP Security on Nasdaq and in addition to the standard 
(non-MQP) Nasdaq listing fee set forth in the Rule 5000 Series (consisting of Rules 
5000-5999), a Sponsor may pay a fee ("MQP Fee") in order for the MQP Company, on 
behalf of an MQP Security, to participate in the Program. An MQP Fee will be used for 
the purpose of incentivizing one or more Market Makers in the MQP Security ("MQP 
Market Maker") to enhance the market quality of the MQP Security. Subject to the 
conditions set forth in this rule, this incentive will be credited ("MQP Credit") to one or 
more MQP Market Makers that make a quality market in the MQP Security pursuant to 
the Program. 

(a) Application and Withdrawal. 

(1) An entity or Market Maker wishing to participate in the MQP must each submit 
an application in the form prescribed by Nasdaq ("MQP application"). 

(A) Nasdaq may, on a Program-wide basis, limit the number of MQP Securities 
that any one MQP Company may have in the MQP. 

(B) In determining whether to limit the number of MQP Securities per MQP 
Company, Nasdaq will consider all relevant information, including whether a 
restriction, if any, is in the best interest of Nasdaq, the MQP Company and the 
goals of the MQP, and investors. 

(i) Factors that may be considered include, but are not limited to, the following: 
the current and expected liquidity characteristics of MQP Securities; the 
projected initial and continuing market quality needs of MQP Securities; and 
the trading characteristics of MQP Securities (e.g. quoting, trading, and 
volume). 

(C) Nasdaq will provide notification on its website regarding the following: 

(i) acceptance of an MQP Company, on behalf of an MQP Security, and an 
MQP Market Maker into the Program; 

(ii) the total number of MQP Securities that any one MQP Company may have 
in the Program; 
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(iii) the names of MQP Securities and the MQP Market Maker(s) in each MQP 
Security, and the dates that an MQP Company, on behalf of an MQP 
Security, commences participation in and withdraws or is terminated from 
the Program; and 

(iv) a statement about the MQP that sets forth a general description of the 
Program as implemented on a pilot basis and a fair and balanced summation 
of the potentially positive aspects of the Program (e.g. enhancement of 
liquidity and market quality in MQP Securities) as well as the potentially 
negative aspects and risks of the Program (e.g. possible lack of liquidity and 
negative price impact on MQP Securities that withdraw or are terminated 
from the Program), and indicates how interested parties can get additional 
information about products in the Program. 

(2) An MQP Company, on behalf of an MQP Security, or MQP Market Maker may 
withdraw from the Program as follows: 

(A) After an MQP Company, on behalf of an MQP Security, is in the MQP for 
not less than two consecutive quarters but less than one year, it may voluntarily 
withdraw from the MQP on a quarterly basis. The MQP Company must notify 
Nasdaq in writing not less than one month prior to withdrawing from the MQP. 
Notwithstanding, Nasdaq may determine to allow an MQP Company to 
withdraw from the MQP earlier. In making this determination, Nasdaq may 
take into account the volume and price movements in the MQP Security; the 
liquidity, size quoted, and quality of the market in the MQP Security; and any 
other relevant factors. 

(B) After an MQP Company, on behalf of an MQP Security, is in the MQP for 
one year or more, it may voluntarily withdraw from the MQP on a monthly 
basis. The MQP Company must notify Nasdaq in writing not less than one 
month prior to withdrawing from the MQP. 

(C) After an MQP Market Maker is in the MQP for not less than one quarter, he 
may withdraw from the MQP on a quarterly basis. The MQP Market Maker 
must notify Nasdaq in writing one month prior to withdrawing from the MQP. 

(D) Nasdaq will provide notification on its website when it receives notification 
that an MQP Company, on behalf of an MQP Security, or Market Maker 
intends to withdraw from the Program, and the date of actual withdrawal or 
termination from the Program. 

(3) After an MQP Company, on behalf of an MQP Security, is in the MQP for one 
year, the MQP and all obligations and requirements of the Program will 
automatically continue on an annual basis unless Nasdaq terminates the Program 
by providing not less than one month prior notice of intent to terminate or the 
pilot Program is not extended or made permanent pursuant to a proposed rule 
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change subject to filing with or approval by the Securities and Exchange 
Commission ("Commission") under Section 19(b) of the Exchange Act; the MQP 
Company withdraws from the Program pursuant to subsection (a)(2) of this rule; 
or the MQP Company is terminated from the Program pursuant to subsection (d) 
of this rule. 

(b) MQP Company Participation and Fee Liability. 

(1) For an MQP Company, on behalf of an MQP Security, to be eligible to 
participate in the MQP, the following conditions must be satisfied: 

(A) Nasdaq must have accepted the MQP application of the MQP Company in 
respect of an MQP Security, and must have accepted the MQP application of at 
least one MQP Market Maker in the same MQP Security; 

(B) The MQP Security must meet all requirements to be listed on Nasdaq as an 
Exchange Traded Fund ("ETF"); 

(C) The MQP Security must meet all Nasdaq requirements for continued listing at 
all times the MQP Security participates in the MQP; and 

(D) During such time that an MQP Company lists an MQP Security, the MQP 
Company must, on a product-specific website for each product, indicate that 
the product is in the MQP and provide the link to the Exchange's MQP website. 

(2) MQP Fees. 

(A) An MQP Company participating in the MQP shall incur an annual basic MQP 
Fee of $35,000 per MQP Security. The basic MQP Fee must be paid to Nasdaq 
prospectively on a quarterly basis. 

(B) An MQP Company may also incur an annual supplemental MQP Fee per 
MQP Security. The basic MQP Fee and supplemental MQP Fee when 
combined may not exceed $70,000 per year. The supplemental MQP Fee is a 
fee selected by an MQP Company on an annual basis, if at all. The 
supplemental MQP Fee must be paid to Nasdaq prospectively on a quarterly 
basis. 

(i) The amount of the supplemental MQP Fee, if any, will be determined by the 
MQP Company initially per MQP Security and will remain the same for the 
period of a year. 

(ii) Nasdaq will provide notification on its website regarding the amount, if 
any, of any supplemental MQP Fee determined by an MQP Company per 
MQP Security. 



SR-NASDAQ-2018-074  Page 18 of 21 

(C) The MQP Fee is in addition to the standard (non-MQP) Nasdaq listing fee 
applicable to the MQP Security and does not offset such standard listing fee. 

(i) The MQP Fee in respect of an ETF shall be paid by the Sponsor(s) of such 
ETF. 

(D) Nasdaq will prospectively bill each MQP Company for the quarterly MQP 
Fee for each MQP Security. 

(E) MQP Fees (basic and supplemental) will be credited to the Nasdaq General 
Fund. 

(c) MQP Market Maker Participation and MQP Credit. 

(1) For a Market Maker to be eligible to participate in the MQP and receive a 
periodic MQP Credit out of the Nasdaq General Fund, the following conditions 
must be satisfied: 

(A) Nasdaq must have accepted the MQP application of an MQP Market Maker 
in respect of an MQP Security, and must have accepted the application of the 
MQP Company in respect of the same MQP Security. Nasdaq may also accept 
the MQP applications of multiple MQP Market Makers in the same MQP 
Security, subject to any limitation on the number of MQP Market Makers 
established pursuant to this rule; and 

(B) When making markets in MQP Securities, MQP Market Makers must meet 
the applicable Market Maker obligations pursuant to Rule 4613, and also meet 
or exceed the following requirements on a monthly basis: 

(i) For at least 25% of the time when quotes can be entered in the Regular 
Market Session as averaged over the course of a month, must maintain: a) at 
least 500 shares of attributable, displayed quotes or orders at the NBBO or 
better on the bid side of an MQP Security; and b) at least 500 shares of 
attributable, displayed quotes or orders at the NBBO or better on the offer 
side of an MQP Security; and 

(ii) For at least 90% of the time when quotes can be entered in the Regular 
Market Session as averaged over the course of a month, must maintain: a) at 
least 2,500 shares of attributable, displayed posted liquidity on the Nasdaq 
Market Center that are priced no wider than 2% away from the NBBO on the 
bid side of an MQP Security; and b) at least 2,500 shares of attributable, 
displayed posted liquidity on the Nasdaq Market Center that are priced no 
wider than 2% away from the NBBO on the offer side of an MQP Security. 
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(2) MQP Credits for each MQP Security will be calculated monthly and credited out 
of the Nasdaq General Fund quarterly on a pro rata basis to one or more eligible 
MQP Market Makers as follows: 

(A) Each MQP Credit will be allocated 50% to a Quote Share Payment that is 
based on Qualified Quotes, and 50% to a Trade Share Payment that is based on 
Qualified Trades. 

(i) A Qualified Quote represents attributable and displayed liquidity (either 
quotes or orders) in an MQP Security. Further, a quote or order entered by an 
MQP Market Maker in an MQP Security is only a Qualified Quote if it is 
posted within 2% of the NBBO. 

(ii) A Qualified Trade in an MQP Security represents a liquidity-providing 
execution of a Qualified Quote on the Nasdaq Market Center. 

(B) Trade Share Payments and Quote Share Payments. 

(i) Trade Share Payments will be based upon each MQP Market Maker's share 
of total Qualified Trades in an MQP Security executed on the Nasdaq Market 
Center. 

(ii) Quote Share Payments will be based in equal proportions on: a) average 
quoted size at or better than NBBO, and b) average time spent quoting at or 
better than NBBO. 

(iii) Trade Share Payments and Quote Share Payments are comprised of basic 
MQP Fees and supplemental MQP Fees, if any. 

(C) An MQP Credit will be credited quarterly to an MQP Market Maker on a pro 
rata basis for each month during such quarter that an MQP Market Maker is 
eligible to receive a credit pursuant to this rule. The calculation to establish the 
eligibility of an MQP Market Maker will be done on a monthly basis. For 
example, if during a quarter an MQP Market Maker was eligible to receive a 
credit for two out of three months, he would receive a quarterly pro rata MQP 
Credit for those two months. 

(3) Nasdaq may, on a Program-wide basis, limit the number of MQP Market Makers 
permitted to register in an MQP Security. Nasdaq will provide notification on its 
website of any such limit. 

(A) If a limit is established, Nasdaq will allocate available MQP Market Maker 
registrations in a first-come-first-served fashion based on successful completion 
of an MPQ Market Maker application. 

(d) Termination of MQP. 
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(1) The MQP will terminate in respect of an MQP Security under the following 
circumstances: 

(A) An MQP Security sustains an average daily trading volume (consolidated 
trades in all U.S. markets) ("ATV") of one million shares or more for three 
consecutive months; 

(B) An MQP Company, on behalf of an MQP Security, withdraws from the MQP, 
is no longer eligible to be in the MQP pursuant to this rule, or its Sponsor 
ceases to make MQP Fee payments to Nasdaq; 

(C) An MQP Security is delisted or is no longer eligible for the MQP; 

(D) An MQP Security does not have at least one MQP Market Maker for more 
than one quarter; or 

(E) An MQP Security does not, for two consecutive quarters, have at least one 
MQP Market Maker that is eligible for MQP Credit. 

(2) MQP Credits remaining upon termination of the MQP in respect of an MQP 
Security will be distributed on a pro rata basis to the MQP Market Makers that 
made a market in such MQP Security and were eligible to receive MQP Credit 
pursuant to this rule. 

(3) Termination of an MQP Company, MQP Security, or MQP Market Maker does 
not preclude the Exchange from allowing re-entry into the Program where the 
Exchange deems proper. 

(e) Definitions. For purposes of this Rule, the terms set forth below shall have the 
following meanings: 

(1) The term "MQP Security" means an Exchange Traded Fund security issued by 
an MQP Company that meets all of the requirements to be listed on Nasdaq 
pursuant to Rule 5705. 

(2) The term "Exchange Traded Fund" includes Portfolio Depository Receipts and 
Index Fund Shares, which are defined in Rule 5705. 

(3) The term "Market Maker" shall have the meaning given in Rule 5005(a). 

(4) The term "Nasdaq Market Center" shall have the meaning given in Rule 4751(a). 

(5) The term "MQP Company" means the trust or company housing the Exchange 
Traded Fund or, if the Exchange Traded Fund is not a series of a trust or 
company, then the Exchange Traded Fund itself. MQP Fees for MQP Securities 
will be paid by the Sponsors associated with the MQP Companies. The term 
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Sponsor means the registered investment adviser that provides investment 
management services to an MQP Company or any of such adviser's parents or 
subsidiaries. 

(6) The term "Regular Market Session" shall have the meaning given in Rule 
4120(b)(4)(D). 

(f) The MQP will be effective for a one year pilot period that will commence when the 
Program is implemented by Exchange acceptance of an MQP Company, on behalf 
of an MQP Security, and relevant MQP Market Maker into the Program and will 
end one year after implementation.] 

* * * * * 
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