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PARTIAL AMENDMENT 
 
 C2 Options Exchange, Incorporated (“C2” or the “Exchange”) submits this 

Amendment, constituting Amendment No. 2, to rule filing SR-C2-2013-013 in which the 

Exchange proposes to modify its rules to address certain option order handling procedures 

and quoting obligations on the Exchange after the implementation of the market wide 

equity Plan to Address Extraordinary Market Volatility.  The purpose of this Amendment 

No. 2 is to provide a more robust purpose section.  No changes to the proposed rule text 

that was submitted in the original filing are being proposed by this Amendment No. 2. 

 Specifically, the Exchange proposes to insert the following sentences immediately 

after the first full paragraph on page 18 of the 19b-4 of the proposed rule and 

immediately after the first full paragraph on page 34 to Exhibit 1: 

More specifically, the Exchange believes the proposed rule 6.10.01(A) eliminates 

the risk of TPHs receiving an erroneous or unreliable execution.  By returning market 

orders, the Exchange is eliminating the risk of potential errors and improper executions 

because the underlying price of the option is unreliable whilst the equity is in a limit up-

limit down state.  As an exception, however, orders entered into the Exchange’s 

Automated Improvement Mechanism are entered paired and the agency order may 

technically contain a market price designation. However, such orders are effectively 

stopped and are not at risk if the underlying security enters a limit up-limit down state 

because they must execute at the contra order’s limit price or better.  They are not subject 

to the prevailing quoted market at the time of execution.   

In proposed Exchange Rule 6.13.06(f), the Exchange is proposing that when the 

underlying security on a Stock-option order is in a limit up-limit down state, such order 
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will only execute if the calculated stock component execution price is within the 

permissible Price Bands as defined in Rule 6.39.  If the calculated price is not within the 

permissible Price Bands, the entire Stock-option order will be cancelled.  The Exchange 

believes this is consistent with the Plan because it ensures that stock orders are not being 

electronically routed to stock venues for executions outside of the permissible Price 

Bands.   

In addition, the Exchange believes that proposed rule 6.39(b)(4) describing cancel 

replace order handling is consistent with other Exchange rules.  More specifically, the 

Exchange believes that cancelling the original limit order would remain consistent with 

the “cancel replace” functionality.  The Exchange believes this is consistent because if 

the cancel replace functionality were used in normal circumstances the TPH would 

expect the originally entered order to be cancelled.  The Exchange is also proposing to 

add language stating that if the original limit order is replaced with a market order, the 

Exchange is proposing to cancel this new market order.  The Exchange believes this 

cancellation remains consistent with the other proposed Exchange rules.  Mainly, the 

Exchange believes this functionality would remain consistent with the proposed Rule 

6.10.01(A) which, as a general concept, involves cancelling all market orders.  When a 

market order is sent to replace a limit order, that market order is essentially acting as a 

new market order.  Thus, to remain consistent with the other proposed Exchange rules, 

the Exchange believes it would be appropriate to cancel those market orders.  In addition, 

the Exchange believes cancelling the “new” market order will eliminate the risk of 

potential errors and improper executions because the underlying price of the option is 

unreliable whilst the equity is in a limit up-limit down state. 
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