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Partial Amendment

The self-regulatory organization must provide all required information, presented in a
clear and comprehensible manner, to enable the public to provide meaningful
comment on the proposal and for the Commission to determine whether the proposal
is consistent with the Act and applicable rules and regulations under the Act.

The Notice section of this Form 19b-4 must comply with the guidelines for publication
in the Federal Register as well as any requirements for electronic filing as published
by the Commission (if applicable). The Office of the Federal Register (OFR) offers
guidance on Federal Register publication requirements in the Federal Register
Document Drafting Handbook, October 1998 Revision. For example, all references to
the federal securities laws must include the corresponding cite to the United States
Code in a footnote. All references to SEC rules must include the corresponding cite
to the Code of Federal Regulations in a footnote. All references to Securities
Exchange Act Releases must include the release number, release date, Federal
Register cite, Federal Register date, and corresponding file number (e.g., SR-[SRO]
-xx-xx). A material failure to comply with these guidelines will result in the proposed
rule change being deemed not properly filed. See also Rule 0-3 under the Act (17
CFR 240.0-3)

The Notice section of this Form 19b-4 must comply with the guidelines for publication
in the Federal Register as well as any requirements for electronic filing as published
by the Commission (if applicable). The Office of the Federal Register (OFR) offers
guidance on Federal Register publication requirements in the Federal Register
Document Drafting Handbook, October 1998 Revision. For example, all references to
the federal securities laws must include the corresponding cite to the United States
Code in a footnote. All references to SEC rules must include the corresponding cite
to the Code of Federal Regulations in a footnote. All references to Securities
Exchange Act Releases must include the release number, release date, Federal
Register cite, Federal Register date, and corresponding file number (e.g., SR-[SRO]
-xx-xx). A material failure to comply with these guidelines will result in the proposed
rule change, security-based swap submission, or advance notice being deemed not
properly filed. See also Rule 0-3 under the Act (17 CFR 240.0-3)

Copies of notices, written comments, transcripts, other communications. If such
documents cannot be filed electronically in accordance with Instruction F, they shall be
filed in accordance with Instruction G.

Copies of any form, report, or questionnaire that the self-regulatory organization
proposes to use to help implement or operate the proposed rule change, or that is
referred to by the proposed rule change.

The full text shall be marked, in any convenient manner, to indicate additions to and
deletions from the immediately preceding filing. The purpose of Exhibit 4 is to permit
the staff to identify immediately the changes made from the text of the rule with which
it has been working.

The self-regulatory organization may choose to attach as Exhibit 5 proposed changes
to rule text in place of providing it in ltem | and which may otherwise be more easily
readable if provided separately from Form 19b-4. Exhibit 5 shall be considered part
of the proposed rule change.

If the self-regulatory organization is amending only part of the text of a lengthy
proposed rule change, it may, with the Commission's permission, file only those
portions of the text of the proposed rule change in which changes are being made if
the filing (i.e. partial amendment) is clearly understandable on its face. Such partial
amendment shall be clearly identified and marked to show deletions and additions.
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ltem 1. Text of the Proposed Rule Change

@ The C2 Options Exchange, Incorporated (the Karge” or “C2")
proposes to amend Rule 6.45 relating to disastewvezy. The text of the proposed rule
change is provided in Exhibit 5.

(b) Not applicable.

(c) Not applicable.

ltem 2. Procedures of the Self-Requlatory Organizebn

@ C2's President (or designee) pursuant to deddgauthority approved the
proposed rule change on September 16, 2015.

(b) Please refer questions and comments on thegedprule change to Joanne
Moffic-Silver, Executive Vice President, Generaludsel, and Corporate Secretary, (312)
786-7462, or Nicholas M. Still, (312) 786-7006, Options Exchange, Incorporated, 400
South LaSalle, Chicago, lllinois 60605.

ltem 3. Self-Requlatory Organization’s Statement © the Purpose of, and
Statutory Basis for, the Proposed Rule Change

(@) Purpose
C2 proposes to amend Rule 6.45 relating to disastavery. Specifically, C2

proposes to update Rule 6.45 to further describe k-up systems, the circumstances
under which they may be used and the testing ttatm@y conduct to ensure the
availability, functionality and performance of susystems. Additionally, C2 proposes
certain updates to Rule 6.45 in response to neastdis recovery regulations and business

resumption standards recently adopted by the Sesurand Exchange Commission
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(“SEC” or “Commission”) as promulgated in Regulati®Gystems Compliance and
Integrity (“Regulation SCI") under the SecuritiesdBange Act of 1934 (the “Act™).

Background

C2 adopted Rule 6.45 in 2012 for the limited pugpo$ providing alternative
means of operation in the event C2’s trading systb&rame inoperable or otherwise
unavailable for use due to a disaster or other wadusrcumstance. In particular, Rule
6.45, as originally adopted, was intended to allo® to operate a Disaster Recovery
Facility (“DRF”) to continue to trade exclusivelisied option classes until C2’'s main
trading system was again availableAt that time, C2 intended to utilize hardware
located in the Chicago Board Options Exchange, rpmated (“CBOE”) building in
Chicago, IL for the purposes of operating the DRF2’s main trade engine is located on
the east coast.

In addition to adding greater detail to C2's disastecovery rules in Rule 6.45,
C2 proposes to make updates to Rule 6.45 to hammots disaster recovery rules with
the newly implemented disaster recovery-relatedileggry imperatives of Regulation
SCI. Regulation SCI supersedes and replaces tlEsSBluntary Automation Review
Policy (“ARP”), established by the Commission’s twolicy statements each titled

“Automated Systems of Self-Regulatory Organizatjorissued in 1989 and 1991,

! See Securities Exchange Act Release No. 73639efNber 19, 2014), 79 F.R.
72252 (December 5, 2014) (Regulation Systems Camqdi and Integrity) (File No. S7-
01-13).

2 See Securities Exchange Act Release No. 6738y §2012), 77 F.R. 40928
(July 11, 2012) (SR-C2-2012-011).
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expanding existing practices and making them mangat As part of Regulation SCI,
C2 is required to maintain back-up and recoveryabdpies with sufficient resiliency
and geographical diversity and that are reasondéxygned to achieve next business-day
resumption of trading and two-hour resumption dfcal systems following a wide-scale
disruption? C2 must also participate in at least annualrigstif its business continuity
and disaster recovery plans and, to that end, dpvahd adopt standards to designate
which of its TPHs must participate in testing inder to reasonably ensure the
maintenance of a fair and orderly market if C2'sadter recovery plan must be
activated®

Proposed Rule Changes

C2 now proposes to make changes to Rule 6.45 aav dbr trading in all C2-
traded option classes on a back-up data centdreirevent the main trading system is
unavailable. The proposed rule will no longer teited to exclusively-listed options
traded on C2. Furthermore, prior to the compliashaie of Regulation SCI, C2 will have
separate hardware designated for the C2 back-apceater (as opposed to using CBOE
hardware).

C2 proposes to make changes to Rule 6.45 to pradd#ional details regarding
C2's back-up trading systems and business conyinamtd disaster recovery plans
activation and testing. As discussed above, G2 st¢gks to update its disaster recovery

rules to ensure consistency with Regulation SCI.

3 See Securities Exchange Act Release No. 7363%efNber 19, 2014), 79 F.R. at
72252 (December 5, 2014) (Regulation Systems Camqdi and Integrity) (File No. S7-
01-13).

4 17 C.F.R. § 242.1001(a)(2)(v).

> Id. at § 242.1004.
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Current Rule 6.45 is divided into four sections) through (d). Rule 6.45(a)
authorizes C2 to maintain a DRF to preserve C2ifityalio trade exclusively-listed
options in the event C2's primary data center bexonmoperable or otherwise
unavailable for use. Current Rule 6.45(b) deseribe notice that must be given prior to
commencing trading on back-up data center systébusrent Rule 6.45(c) describes the
rules that would be in effect if C2 were to switith trading operations to the DRF.
Current Rule 6.45(d) prescribes that Trading PeHoltlers (“TPH”) are required to take
appropriate actions as instructed by C2 to acconateo@2's ability to trade options via
the DRF.

C2 proposes to make rule changes to Rule 6.45deithil added to each section
of the current rule. Under proposed Rule 6.45@9neral) C2 would adopt a general
statement regarding the purpose of its disasteovezyg rules, providing that C2
maintains business continuity and disaster recopdaps that may be effected in the
interests of the continued operation of fair andeoly markets in the event of a systems
failure, disaster, or other unusual circumstanbas might threaten the ability to conduct
business on C2.

Proposed Rule 6.45(b) (Back-up Data Center) woualtbrporate parts of the
current Rule 6.45(a) in that it includes a statemtéat C2 maintains a back-up data
center (replacing what was formerly referenced d®igaster Recovery Facility” or
“DRF") in order to preserve C2's ability to condumtsiness in the event C2's primary
data center becomes inoperable or otherwise umélaifor use. Proposed Rule 6.45(b)
no longer limits the C2 disaster recovery facility preserving C2's ability to trade

exclusively-listed options. Currently C2 does tradde exclusively-listed options. The
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proposed Rule would now cover all option classesilable for trading on C2. The
proposed Rule notes that disaster recovery plaryshaaffected to ensure the continued
operation of a fair and orderly market. C2 is remg the reference to the trading of
exclusively-listed options in favor of “conduct lmmsss”. This proposed rule change
reflects the fact that C2 may be engaged in busiaesvities other than just the trading
of options, including, but not limited to, the dissination of market data and certain
regulatory functions.

Proposed Rule 6.45(b) would add the scenario afrafeant systems failure to
the list of causes that may trigger an operatismaich to C2’s back-up data center. The
proposed addition of significant systems failureshte list of scenarios that may trigger
an operational switch to C2’s back-up data cergentended to more accurately reflect
the realities of electronic trading environmentsl amontemporary threats posed to the
operation of fair and orderly markets. In addittorthe reformulation of the description
of C2's back-up data center, proposed Rule 6.4%()ld also contain subsections
similar to the notice, applicable rules, and Trgdiermit Holder (“TPH”) preparations
provisions currently contained in Rules 6.45(bptlgh (d).

Proposed Rule 6.45(b)(i) (Back-up Data Center Ranatity), would make clear
the functional and performance standards that élo&-op data center must be reasonably
designed to achieve. Specifically, proposed Rulb®)(i)) would provide that C2
maintains a back-up data center that C2 has detechis reasonably designed to achieve
prompt resumption of systems consistent with RemguieSCI. Proposed Rule 6.45(b)(i)
would also provide that nothing in the provisiorfspooposed Rule 6.45(b) shall be

interpreted to require C2 to develop or maintaimaak-up data center designed to fully
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replicate the capacity, latency, and other featwkshe primary data center. This
statement attempts to make clear that in orderdsgove C2's ability to conduct business
in the event C2's primary data center becomes mbpe or otherwise unavailable for
use, C2 must maintain a back-up data center thakasonably designed achieve
resumption of systems consistent with Regulation 8@ing a significant systems
failure, disaster or other unusual circumstancather than replicate C2's primary data
center systems. C2 believes that the standardersietin proposed Rule 6.45(b)(i) are
reasonable to help ensure the maintenance of ridiroaderly markets in the event of a
significant systems failure, disaster or other waliircumstances and are consistent
with provisions in the release language of Regoa8CI°

Proposed Rule 6.45(b)(ii) (Notice), would be simiia current Rule 6.45(b) and
provide that prior to commencing trading on thelkap data center, C2 shall announce
publicly the classes that will be available fordirg. Proposed Rule 6.45(b)(iii)
(Applicable Rules) would provide that in the evehé primary data center becomes
inoperable, trading will continue using the backegia center and all trading rules will
remain in effect. Consistent with current Rule5§c}, the proposed rule would also
contain the provisions that all non-trading rulé€@ shall continue to apply.

Proposed Rule 6.45(b)(iv) (Trading Permit Holdertiégation) regarding testing
of C2's back-up data center would contain provisi@milar to current Rule 6.45(d)
(Trading Permit Holder Preparations), but add stdgraphs to more clearly articulate

C2’s authority to conduct testing of its back-ugadaenter systems. Thus, similar to

6 See Securities Exchange Act Release No. 7363%efNber 19, 2014), 79 F.R. at
72353 (December 5, 2014) (Regulation Systems Camqdi and Integrity) (File No. S7-
01-13).
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current Rule 6.45(d), proposed Rule 6.45(b)(iv) ldqurovide that TPHs are required to
take appropriate actions as instructed by C2 toraatodate C2's ability to trade options
via the back-up data center. C2 also proposesgaigrthe rule text in proposed Rule
6.45(b)(iv) to provide that TPHs are required tketappropriate actions as instructed by
C2 to accommodate C2's ability to conduct busimesshe back-up data center, rather
than solely to accommodate C2’s ability to tradeioms. Under the proposed rule
change, the title of current Rule 6.45(d) (Tradi#emit Holder Preparations) would also
be changed in proposed Rule 6.45(b)(iv) (TradingriteHolder Participation) to better
describe the purpose of the rule provisions.

Subsections (A) through (C) under proposed Rul&(bMiv) are designed to
harmonize C2’s back-up data center testing rulgél wertain provisions of Regulation
SCI. Under proposed Rule 6.45(b)(iv)(A) (DesigdaBCP/DR Participants), C2 shall
designate those Trading Permit Holders that thee@8onably determines are, taken as a
whole, the minimum necessary for the maintenancé&@iofand orderly markets in the
event of the activation of the C2's business caiitynand disaster recovery plans
(“Designated BCP/DR Participants”). Designated BiFPParticipants will include: 1) all
C2 Market-Makers and; 2) all C2 Trading Permit Hofdconnected to the C2 primary data
center and transacting non-Participant customeméss, unless a C2 Trading Permit
Holder, other than a C2 Market-Maker, can demotestieady access to the back-up data
center through another C2 Trading Permit Holdet itha designated participant. C2 has
reasonably determined that a C2 TPH, other thak K& ket-Maker, who can demonstrate
ready-access to the back-up data center throughean©2 Trading Permit Holder, that is a

designated participant, is not necessary for theter@ance of fair and orderly markets in
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the event of the activation of the C2’'s businesstinaity and disaster recovery plans.
Criteria for designating BCP/DR patrticipants wik announced prior via Regulatory
Circular. Any changes to the standards by whicimarket participant might be
determined to be a Designated BCP/DR Participantidvbe applied prospectively with
reasonable advance notice as announced via Regul@iocular. C2 would first
announce the criteria by which market participamsild be determined to be Designated
BCP/DR Participants by November 1, 2015.

C2 has attempted to model the provisions of prapédde 6.45(b)(iv)(A) based
on provisions of Regulation SCI, which require G2 dstablish standards for the
designation of those members or participants ti2ateasonably determines are, taken as
a whole, the minimum number of members or partitipaecessary for the maintenance
of fair and orderly markets in the event of thehatton of its business continuity and
disaster recovery plards. Also consistent with Regulation SCI, proposed eRul
6.45(b)(iv)(B) (Fair and Orderly Market Conditiongjould make clear that nothing in
proposed Rule 6.45(b) would require C2 to assuraeawerage levels of liquidity, depth,
or other characteristics of a usual trading sessiost be present in order to achieve a
fair and orderly market in the event of the aciwatof C2’'s business continuity and
disaster recovery plafis.

Proposed Rule 6.45(b)(iv)(C) (Business Continuitg ®isaster Recovery Plans
Testing), would provide that C2 shall require Dasigd BCP/DR Participants and may

require other market participants to participateseheduled business continuity and

! See 17 C.F.R. § 242.1004(a)-(b).

8 See Securities Exchange Act Release No. 7363%efNber 19, 2014), 79 F.R. at
72353 (December 5, 2014) (Regulation Systems Camqai and Integrity) (File No. S7-
01-13).
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disaster recovery plans tests in the manner amiérecy prescribed by C2. Proposed
Rule 6.45(b)(iv)(C) would set forth C2's authority conduct testing of its business
continuity and disaster recovery plans and obtasistance from Desighated BCP/DR
Participants and other market participants in cetidg such tests. C2 notes that the
provisions of proposed Rule 6.45(b)(iv)(C) are déstesit with C2’s current rulésis well

as provisions of Regulation SCI pertaining to basscontinuity and disaster recovery
plan testing® Proposed Rule 6.45(b)(iv)(C)(1) (Documentatior deports), would
provide that C2 may require Designated BCP/DR Elpents and/or other market
participants to provide documentation and repatmarding tests conducted pursuant to
Rule 6.45, including related data and informatiasmay be requested by C2, and in the
manner and frequency prescribed by C2. Proposdd Rd5(b)(iv)(C)(2) (Notice),
would provide that C2 will provide reasonable priootice of scheduled business
continuity and disaster recovery plans tests taifgaPermit Holders, which notice shall
describe the general nature of the test(s) andifgde¢he Trading Permit Holders required
to participate and shall be announced via Reguyldacular.

(b) Statutory Basis

C2 believes the proposed rule change is consigtiéintthe Actand the rules and
regulations thereunder applicable to C2 and, iriqdar, the requirements of Section
6(b) of the Act' and Regulation SC? Specifically, C2 believes the proposed rule

change is consistent with the Section 6(BY{Bquirements that the rules of an exchange

9 See Rules 6.34 (Participant Electronic Connegivi6.45(d) (Trading Permit

Holder Preparations).

10 See 17 C.F.R. § 242.1004(a)-(b).

11 15 U.S.C. 78f(b).

12 See 17 C.F.R. §242.1001(a) and 1004.
13 15 U.S.C. 78f(b)(5).
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be designed to prevent fraudulent and manipulaiste and practices, to promote just
and equitable principles of trade, to foster coapen and coordination with persons
engaged in regulating, clearing, settling, procegsnformation with respect to, and
facilitating transactions in securities, to remoiwapediments to and perfect the
mechanism of a free and open market and a natroagtet system, and, in general, to
protect investors and the public interest. Addidilly, C2 believes the proposed rule
change is consistent with the Section 6(H(8quirement that the rules of an exchange
not be designed to permit unfair discriminationwesn customers, issuers, brokers, or
dealers.

In particular, the proposed rule change is desigimegromote C2’s ability to
ensure the continued operation of a fair and oyderarket in the event of a systems
failure, disaster, or other unusual circumstanbas might threaten the ability to conduct
business on C2. C2 recognizes that switching dpesato the back-up data center may
occur in times of uncertainty or great volatilitythe markets. It is at these times that the
investors may have the greatest need for viahlsiwiorthy marketplaces. The proposed
rule changes seek to ensure that such a marketpldcexist when most needed.
Accordingly, C2 believes that the proposed ruletguts investors in the most
fundamental sense by helping to ensure that afalrorderly market will exist at a time
when such a market may be most needed.

C2 also believes that the proposed rule change giesmjust and equitable
principles of trade by adding detail and claritythe Rules. The proposed rule change

seeks to provide additional clarity to C2's disagtcovery rules, putting all market

14 m
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participants on notice as to how C2 will functioncase of significant systems disruption
or other disaster situation. C2 is continuouslgatpmg the Rules to provide additional
detail, clarity, and transparency regarding its rapens and trading systems and
regulatory authority. C2 believes that the adoptad detailed, clear, and transparent
rules reduces burdens on competition and promaogtsand equitable principles of trade.
C2 also believes that adding greater detail toRbkes regarding C2’s ability to ensure
the continuous operation of the market and presteability to conduct business on C2
will increase confidence in the markets and enageisaider participation in the markets
and greater investment. Finally, C2 notes thatpgsed Rule 6.45 is designed to
harmonize C2’s disaster recovery rules with Reguia®CI under the Act.

ltem 4. Self-Requlatory Organization’s Statementw Burden on Competition

C2 does not believe that the proposed rule chanti@dmpose any burden on
competition that is not necessary or appropriateitnerance of the purposes of the Act.
Rather, the proposed rule change will help enshe¢ tompetitive markets remain
operative in the event of a systems failure or iothisaster event. C2 notes that the
proposed rule change is designed to clarify C2thaity to require market participants
to participate in, and provide necessary liquidityensure fair and orderly markets. C2
further notes that the proposed rule change igydedito ensure competitive markets in
that it is designed around the mandates of Regulg®iCl, which each of the national

securities exchanges is required to satisfy.

ltem 5. Self-Requlatory Organization’s Statement © Comments on the
Proposed Rule Change Received from Members, Partiants, or
Others

C2 neither solicited nor received written commemtghe proposed rule change.
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Iltem 6. Extension of Time Period for Commission Ation

Not applicable.

ltem 7. Basis for Summary Effectiveness Pursuantot Section 19(b)(3) or for
Accelerated Effectiveness Pursuant to Section 19(B) or
Section 19(b)(7)(D)

(@) The proposed rule change is filed for immededtectiveness pursuant to
Section 19(b)(3)(A) of A¢f and Rule 19b-4(f)(85 thereunder.

(b) C2 designates that the proposed rule changetsfl change that (i) does
not significantly affect the protection of investoor the public interest; (ii) does not
impose any significant burden on competition; aml iy its terms, does not become
operative for 30 days after the date of the filingsuch shorter time as the Commission
may designate if consistent with the protectionirofestors and the public interest.
Additionally, C2 has given the Commission writtentioe of its intent to file the
proposed rule change, along with a brief descmpéiod text of the proposed rule change,
at least five business days prior to the datelioigfiof the proposed rule change, or such
shorter time as designated by the Commission. &i2ues the proposed rule change
does not present any new, unique or substantiueesssThe proposed Rule merely
clarifies TPH obligations as they relate to C2 bass continuity and disaster recovery
plans. The Rule also clarifies potential C2 actiam the event of a systems failure,
disaster or other unusual circumstances and bthregexisting C2 disaster recovery Rule
into compliance with Regulation SCI.

For the foregoing reasons, this rule filing quesifias a “non-controversial” rule

change under Rule 19b-4(f)(6), which renders tpgsed rule change effective upon filing

15 15 U.S.C. 78s(b)(3)(A).
16 17 CFR 240.19b-4(f)(6).
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with the Commission. At any time within 60 daysie filing of this proposed rule change,
the Commission summarily may temporarily susperuah sule change if it appears to the
Commission that such action is necessary or apptepin the public interest, for the
protection of investors, or otherwise in furthemaraf the purposes of the Act. If the
Commission takes such action, the Commission wslitute proceedings to determine
whether the proposed rule change should be approvelisapproved. In addition, the
Exchange respectfully requests that the Commissiaive the 30-day operative delay
period after which a proposed rule change undee R@b-4(f)(6) becomes effective in
order to allow operability of this filing prior tthe November 3, 2015 compliance date of
Regulation SCt’

(c) Not applicable.

(d) Not applicable.

ltem 8. Proposed Rule Change Based on Rules of Ahet Self-Reqgulatory
Organization or of the Commission

The proposed rule change is based upon CBOE Rake i&garding disaster
recovery® and proposed amendments to Rule 6.18 submittedpjaroval on October 9,
2015 The proposed rule change is also designed tdrmaze C2’s disaster recovery
rules with Regulation Systems, Compliance and fitegl7 C.F.R. Parts 240, 242 and

24920

7 See 79 FR at 72252.

8 See CBOE Rule 6.18.

9 See SR-CBOE-2015-088.

20 See Securities Exchange Act Release No. 73639efNber 19, 2014), 79 F.R.
72252 (December 5, 2014) (Regulation Systems Camqdi and Integrity) (File No. S7-
01-13).
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ltem 9. Security-Based Swap Submissions Filed Purant to Section 3C of the
Act

Not applicable.

ltem 10. Advance Notices Filed Pursuant to Sectio®06(e) of the Payment,
Clearing and Settlement Supervision Act

Not applicable.
ltem 11. Exhibits

Exhibit 1. Completed Notice of Proposed Rule Chafagepublication in the
Federal Register.

Exhibit 5. Proposed rule text.
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EXHIBIT 1

SECURITIES AND EXCHANGE COMMISSION
[Release No. 34- ; File No. SR-C2-2015-030]
[Insert date]

Self-Regulatory Organizations; C2 Options Exchamgegrporated; Notice of Filing and
Immediate Effectiveness of a Proposed Rule CharglatiRg to Amending Rule 6.45
relating to Disaster Recovery.

Pursuant to Section 19(b)(1) of the Securities Brgle Act of 1934 (the “Act”),
and Rule 19b-4 thereundemotice is hereby given that on [insert date], Cgti@hs
Exchange, Incorporated (the “Exchange” or “C2"¢dilwith the Securities and Exchange
Commission (the “Commission”) the proposed rulengfeaas described in Items |, Il, and
Il below, which Items have been prepared by theharnge. The Commission is
publishing this notice to solicit comments on threpmsed rule change from interested
persons.

l. Self-Requlatory Organization’s Statement of theTerms of Substance of the
Proposed Rule Change

The Exchange proposes to amend Rule 6.45 reladirdjsaster recovery. The
text of the proposed rule change is available ore thBxchange's website

(http://www.cboe.com/AboutCBOE/CBOELegalRegulatoryinaspy, at the Exchange’s

Office of the Secretary, and at the CommissionslieiReference Room.

I. Self-Requlatory Organization’s Statement of thePurpose of, and Statutory
Basis for, the Proposed Rule Change

In its filing with the Commission, the Exchangeluded statements concerning the

purpose of and basis for the proposed rule changealiacussed any comments it received

15 U.S.C. 78s(b)(1).
2 17 CFR 240.19b-4.
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on the proposed rule change. The text of thesenséats may be examined at the places
specified in Item IV below. The Exchange has prepgdummaries, set forth in sections A,
B, and C below, of the most significant aspectsuzh statements.

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

1. Purpose

C2 proposes to amend Rule 6.45 relating to disastavery. Specifically, C2
proposes to update Rule 6.45 to further describe k-up systems, the circumstances
under which they may be used and the testing ttatmay conduct to ensure the
availability, functionality and performance of susystems. Additionally, C2 proposes
certain updates to Rule 6.45 in response to neastdis recovery regulations and business
resumption standards recently adopted by the Sesurand Exchange Commission
(“SEC” or “Commission”) as promulgated in Regulati®Gystems Compliance and
Integrity (“Regulation SCI”) under the SecuritiesdBange Act of 1934 (the “Act?.

Background

C2 adopted Rule 6.45 in 2012 for the limited pugpo$ providing alternative
means of operation in the event C2’'s trading sysiberame inoperable or otherwise
unavailable for use due to a disaster or other walusrcumstance. In particular, Rule
6.45, as originally adopted, was intended to allo® to operate a Disaster Recovery
Facility (“DRF”) to continue to trade exclusivelisied option classes until C2’'s main

trading system was again availableAt that time, C2 intended to utilize hardware

3 See Securities Exchange Act Release No. 7363@efNber 19, 2014), 79 F.R.
72252 (December 5, 2014) (Regulation Systems Camgx and Integrity) (File No. S7-
01-13).

4 See Securities Exchange Act Release No. 6738y §2012), 77 F.R. 40928
(July 11, 2012) (SR-C2-2012-011).
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located in the Chicago Board Options Exchange, rpmated (“CBOE”) building in
Chicago, IL for the purposes of operating the DRF2’s main trade engine is located on
the east coast.

In addition to adding greater detail to C2’s disastcovery rules in Rule 6.45,
C2 proposes to make updates to Rule 6.45 to hammots disaster recovery rules with
the newly implemented disaster recovery-relatedileggry imperatives of Regulation
SCI. Regulation SCI supersedes and replaces tlEsSluntary Automation Review
Policy (“ARP”), established by the Commission’s twolicy statements each titled
“Automated Systems of Self-Regulatory Organizatjorissued in 1989 and 1991,
expanding existing practices and making them mamgat As part of Regulation SCI,
C2 is required to maintain back-up and recoveryabdpies with sufficient resiliency
and geographical diversity and that are reasondédygned to achieve next business-day
resumption of trading and two-hour resumption dfcal systems following a wide-scale
disruption® C2 must also participate in at least annualrigstif its business continuity
and disaster recovery plans and, to that end, dpvahd adopt standards to designate
which of its TPHs must participate in testing inder to reasonably ensure the
maintenance of a fair and orderly market if C2'sadter recovery plan must be
activated’

Proposed Rule Changes

° See Securities Exchange Act Release No. 7363%efNber 19, 2014), 79 F.R. at
72252 (December 5, 2014) (Regulation Systems Camgx and Integrity) (File No. S7-
01-13).

6 17 C.F.R. § 242.1001(a)(2)(v).

! Id. at § 242.1004.
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C2 now proposes to make changes to Rule 6.45 aav dbr trading in all C2-
traded option classes on a back-up data centdreirevent the main trading system is
unavailable. The proposed rule will no longer imeited to exclusively-listed options
traded on C2. Furthermore, prior to the compliagiete of Regulation SCI, C2 will have
separate hardware designated for the C2 back-apceater (as opposed to using CBOE
hardware).

C2 proposes to make changes to Rule 6.45 to pradd#ional details regarding
C2's back-up trading systems and business conyinaitd disaster recovery plans
activation and testing. As discussed above, G2 s#gks to update its disaster recovery
rules to ensure consistency with Regulation SCI.

Current Rule 6.45 is divided into four sections) through (d). Rule 6.45(a)
authorizes C2 to maintain a DRF to preserve C2ifitylto trade exclusively-listed
options in the event C2's primary data center bexonmoperable or otherwise
unavailable for use. Current Rule 6.45(b) deseribe notice that must be given prior to
commencing trading on back-up data center systebusrent Rule 6.45(c) describes the
rules that would be in effect if C2 were to switith trading operations to the DRF.
Current Rule 6.45(d) prescribes that Trading PeHoltlers (“TPH”) are required to take
appropriate actions as instructed by C2 to acconateo@2's ability to trade options via
the DRF.

C2 proposes to make rule changes to Rule 6.45deithil added to each section
of the current rule. Under proposed Rule 6.45@9neral) C2 would adopt a general
statement regarding the purpose of its disasteovezyg rules, providing that C2

maintains business continuity and disaster recoypdaps that may be effected in the
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interests of the continued operation of fair andeoly markets in the event of a systems
failure, disaster, or other unusual circumstanbas might threaten the ability to conduct
business on C2.

Proposed Rule 6.45(b) (Back-up Data Center) woualtbrporate parts of the
current Rule 6.45(a) in that it includes a statemtéat C2 maintains a back-up data
center (replacing what was formerly referenced d®iaaster Recovery Facility” or
“DRF") in order to preserve C2's ability to condumtsiness in the event C2's primary
data center becomes inoperable or otherwise umélaifor use. Proposed Rule 6.45(b)
no longer limits the C2 disaster recovery facility preserving C2's ability to trade
exclusively-listed options. Currently C2 does tradde exclusively-listed options. The
proposed Rule would now cover all option classesilable for trading on C2. The
proposed Rule notes that disaster recovery plaryshaaffected to ensure the continued
operation of a fair and orderly market. C2 is remg the reference to the trading of
exclusively-listed options in favor of “conduct lnsss”. This proposed rule change
reflects the fact that C2 may be engaged in busiaesvities other than just the trading
of options, including, but not limited to, the dissination of market data and certain
regulatory functions.

Proposed Rule 6.45(b) would add the scenario afrafeant systems failure to
the list of causes that may trigger an operatismaich to C2’s back-up data center. The
proposed addition of significant systems failureshte list of scenarios that may trigger
an operational switch to C2’s back-up data cergentended to more accurately reflect
the realities of electronic trading environmentsl amontemporary threats posed to the

operation of fair and orderly markets. In addittorthe reformulation of the description
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of C2's back-up data center, proposed Rule 6.4%()ld also contain subsections
similar to the notice, applicable rules, and Trgdiermit Holder (“TPH”) preparations
provisions currently contained in Rules 6.45(bptlgh (d).

Proposed Rule 6.45(b)(i) (Back-up Data Center Ranatity), would make clear
the functional and performance standards that slo&-op data center must be reasonably
designed to achieve. Specifically, proposed Rulb®)(i)) would provide that C2
maintains a back-up data center that C2 has detechis reasonably designed to achieve
prompt resumption of systems consistent with RegulaSCIl. Proposed Rule 6.45(b)(i)
would also provide that nothing in the provisionspooposed Rule 6.45(b) shall be
interpreted to require C2 to develop or maintaimaak-up data center designed to fully
replicate the capacity, latency, and other featwkshe primary data center. This
statement attempts to make clear that in orderdsgove C2's ability to conduct business
in the event C2's primary data center becomes mbje or otherwise unavailable for
use, C2 must maintain a back-up data center thakasonably designed achieve
resumption of systems consistent with Regulation 8@ing a significant systems
failure, disaster or other unusual circumstancather than replicate C2's primary data
center systems. C2 believes that the standardersietin proposed Rule 6.45(b)(i) are
reasonable to help ensure the maintenance of ridiroaderly markets in the event of a
significant systems failure, disaster or other waliircumstances and are consistent

with provisions in the release language of Regue8CI®

8 See Securities Exchange Act Release No. 7363%efiNber 19, 2014), 79 F.R. at
72353 (December 5, 2014) (Regulation Systems Camgdi and Integrity) (File No. S7-
01-13).
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Proposed Rule 6.45(b)(ii) (Notice), would be simiia current Rule 6.45(b) and
provide that prior to commencing trading on thelkap data center, C2 shall announce
publicly the classes that will be available fordireg. Proposed Rule 6.45(b)(iii)
(Applicable Rules) would provide that in the evehé primary data center becomes
inoperable, trading will continue using the backegia center and all trading rules will
remain in effect. Consistent with current Rule5§c}, the proposed rule would also
contain the provisions that all non-trading rulé€a shall continue to apply.

Proposed Rule 6.45(b)(iv) (Trading Permit Holdertiegoation) regarding testing
of C2's back-up data center would contain provisi@milar to current Rule 6.45(d)
(Trading Permit Holder Preparations), but add stdgpraphs to more clearly articulate
C2's authority to conduct testing of its back-ugadaenter systems. Thus, similar to
current Rule 6.45(d), proposed Rule 6.45(b)(iv) ldqurovide that TPHs are required to
take appropriate actions as instructed by C2 toraatodate C2's ability to trade options
via the back-up data center. C2 also proposesgaigrthe rule text in proposed Rule
6.45(b)(iv) to provide that TPHs are required tketappropriate actions as instructed by
C2 to accommodate C2's ability to conduct busimesshe back-up data center, rather
than solely to accommodate C2’s ability to tradeioms. Under the proposed rule
change, the title of current Rule 6.45(d) (Tradi#emit Holder Preparations) would also
be changed in proposed Rule 6.45(b)(iv) (TradingriteHolder Participation) to better
describe the purpose of the rule provisions.

Subsections (A) through (C) under proposed Rul&(bMiv) are designed to
harmonize C2’'s back-up data center testing rulgél wertain provisions of Regulation

SCI. Under proposed Rule 6.45(b)(iv)(A) (DesigdaBCP/DR Participants), C2 shall
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designate those Trading Permit Holders that thee@onably determines are, taken as a
whole, the minimum necessary for the maintenancé&iofand orderly markets in the
event of the activation of the C2's business caiitynand disaster recovery plans
(“Designated BCP/DR Participants”). Designated BIFRParticipants will include: 1) all
C2 Market-Makers and; 2) all C2 Trading Permit Hoflconnected to the C2 primary data
center and transacting non-Participant customeméss, unless a C2 Trading Permit
Holder, other than a C2 Market-Maker, can demotestieady access to the back-up data
center through another C2 Trading Permit Holdet itha designated participant. C2 has
reasonably determined that a C2 TPH, other thak K& ket-Maker, who can demonstrate
ready-access to the back-up data center throughean©2 Trading Permit Holder, that is a
designated participant, is not necessary for thter@ance of fair and orderly markets in
the event of the activation of the C2’'s businesstinaity and disaster recovery plans.
Criteria for designating BCP/DR patrticipants wik announced prior via Regulatory
Circular. Any changes to the standards by whicimarket participant might be
determined to be a Designated BCP/DR Participantidvbe applied prospectively with
reasonable advance notice as announced via Regul@iocular. C2 would first
announce the criteria by which market participantsild be determined to be Designated
BCP/DR Participants by November 1, 2015.

C2 has attempted to model the provisions of prapédde 6.45(b)(iv)(A) based
on provisions of Regulation SCI, which require G2 dstablish standards for the
designation of those members or participants ti2ateasonably determines are, taken as
a whole, the minimum number of members or partitipaecessary for the maintenance

of fair and orderly markets in the event of thehatton of its business continuity and
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disaster recovery plarls. Also consistent with Regulation SCI, proposed eRul
6.45(b)(iv)(B) (Fair and Orderly Market Conditiongjould make clear that nothing in
proposed Rule 6.45(b) would require C2 to assuraeawerage levels of liquidity, depth,
or other characteristics of a usual trading sessiost be present in order to achieve a
fair and orderly market in the event of the aciwatof C2’'s business continuity and
disaster recovery plarsS.

Proposed Rule 6.45(b)(iv)(C) (Business Continuityd aDisaster Recovery Plans
Testing), would provide that C2 shall require Dasigd BCP/DR Participants and may
require other market participants to participatesaeheduled business continuity and
disaster recovery plans tests in the manner amiérecy prescribed by C2. Proposed
Rule 6.45(b)(iv)(C) would set forth C2’s authority conduct testing of its business
continuity and disaster recovery plans and obtasistance from Designated BCP/DR
Participants and other market participants in catidg such tests. C2 notes that the
provisions of proposed Rule 6.45(b)(iv)(C) are éstemt with C2's current rulés as
well as provisions of Regulation SCI pertaining dasiness continuity and disaster
recovery plan testintf Proposed Rule 6.45(b)(iv)(C)(1) (Documentation &eports),
would provide that C2 may require Designated BCPRaRicipants and/or other market
participants to provide documentation and repatmarding tests conducted pursuant to

Rule 6.45, including related data and informatiasmay be requested by C2, and in the

9 See 17 C.F.R. § 242.1004(a)-(b).

10 See Securities Exchange Act Release No. 7363@efNober 19, 2014), 79 F.R. at
72353 (December 5, 2014) (Regulation Systems Camgx and Integrity) (File No. S7-
01-13).

11 See Rules 6.34 (Participant Electronic Connegive.45(d) (Trading Permit
Holder Preparations).

12 See 17 C.F.R. § 242.1004(a)-(b).
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manner and frequency prescribed by C2. Proposdd Rd5(b)(iv)(C)(2) (Notice),

would provide that C2 will provide reasonable priootice of scheduled business
continuity and disaster recovery plans tests taifigaPermit Holders, which notice shall
describe the general nature of the test(s) andifgde¢he Trading Permit Holders required

to participate and shall be announced via Reguyldacular.

2. Statutory Basis

C2 believes the proposed rule change is consistiéntthe Actand the rules and
regulations thereunder applicable to C2 and, irtiqudar, the requirements of Section
6(b) of the Act® and Regulation SCf' Specifically, C2 believes the proposed rule
change is consistent with the Section 6(BR(Bquirements that the rules of an exchange
be designed to prevent fraudulent and manipulaiste and practices, to promote just
and equitable principles of trade, to foster coapen and coordination with persons
engaged in regulating, clearing, settling, procegsnformation with respect to, and
facilitating transactions in securities, to remoiwapediments to and perfect the
mechanism of a free and open market and a natroagtet system, and, in general, to
protect investors and the public interest. Addidilly, C2 believes the proposed rule
change is consistent with the Section 6(Bf{Bquirement that the rules of an exchange
not be designed to permit unfair discriminationwen customers, issuers, brokers, or
dealers.

In particular, the proposed rule change is desigimegromote C2’s ability to

ensure the continued operation of a fair and oyderdrket in the event of a systems

13 15 U.S.C. 78f(b).

4 See 17 C.F.R. §242.1001(a) and 1004.
15 15 U.S.C. 78f(b)(5).

16 m
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failure, disaster, or other unusual circumstanbas might threaten the ability to conduct
business on C2. C2 recognizes that switching dpesato the back-up data center may
occur in times of uncertainty or great volatilitythe markets. It is at these times that the
investors may have the greatest need for viahisiwiorthy marketplaces. The proposed
rule changes seek to ensure that such a marketpldcexist when most needed.
Accordingly, C2 believes that the proposed ruletguts investors in the most
fundamental sense by helping to ensure that afalrorderly market will exist at a time
when such a market may be most needed.

C2 also believes that the proposed rule change giesmjust and equitable
principles of trade by adding detail and claritythe Rules. The proposed rule change
seeks to provide additional clarity to C2's disag&covery rules, putting all market
participants on notice as to how C2 will functionciase of significant systems disruption
or other disaster situation. C2 is continuouslgatpmg the Rules to provide additional
detail, clarity, and transparency regarding its rapens and trading systems and
regulatory authority. C2 believes that the adoptod detailed, clear, and transparent
rules reduces burdens on competition and promaogsand equitable principles of trade.
C2 also believes that adding greater detail toRbkes regarding C2’s ability to ensure
the continuous operation of the market and presteability to conduct business on C2
will increase confidence in the markets and enageisaider participation in the markets
and greater investment. Finally, C2 notes thatpesed Rule 6.45 is designed to
harmonize C2’'s disaster recovery rules with Reguia®CI under the Act.

B. Self-Requlatory Organization’s Statement on Bardn Competition

C2 does not believe that the proposed rule chanti@dmpose any burden on

competition that is not necessary or appropriateitnerance of the purposes of the Act.
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Rather, the proposed rule change will help ensbhe¢ tompetitive markets remain

operative in the event of a systems failure or ottisaster event. C2 notes that the
proposed rule change is designed to clarify C2thaity to require market participants

to participate in, and provide necessary liquiddyensure fair and orderly markets. C2
further notes that the proposed rule change iggdedito ensure competitive markets in
that it is designed around the mandates of Regulg®Cl, which each of the national

securities exchanges is required to satisfy.

C. Self-Requlatory Organization’s Statement on Cemis on the Proposed
Rule Change Received from Members, ParticipantStloers

The Exchange neither solicited nor received comshamt the proposed rule
change.

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

Because the foregoing proposed rule change does not

A. significantly affect the protection of investarsthe public interest;
B. impose any significant burden on competitiord an
C. become operative for 30 days from the date oielwih was filed, or such

shorter time as the Commission may designate,

it has become effective pursuant to Section 19JpAj3of the Act’ and Rule 19b-

4(f)(6)'® thereunder. At any time within 60 days of thenfjl of the proposed rule
change, the Commission summarily may temporarilgpead such rule change if it
appears to the Commission that such action is sacgor appropriate in the public

interest, for the protection of investors, or ottise in furtherance of the purposes of the

17 15 U.S.C. 78s(b)(3)(A).
18 17 CFR 240.19b-4(f)(6).



Page 29 of 33

Act. If the Commission takes such action, the Cassran will institute proceedings to
determine whether the proposed rule change sheusppproved or disapproved.

V. Solicitation of Comments

Interested persons are invited to submit writtetadaiews, and arguments
concerning the foregoing, including whether theposed rule change is consistent with
the Act. Comments may be submitted by any of glewing methods:

Electronic comments:

. Use the Commission’s Internet comment form

(http://lwww.sec.gov/rules/sro.shtmor

. Send an e-mail toule-comments@sec.qgovPlease include File Number

SR-C2-2015-030 on the subiject line.

Paper comments:

. Send paper comments in triplicate to Secretaryui@exs and Exchange
Commission, 100 F Street, NE, Washington, DC 205290.
All submissions should refer to File Number SR-@QA-2-030. This file number should
be included on the subject line if e-mail is uséb help the Commission process and
review your comments more efficiently, please uskly one method. The Commission
will post all comments on the Commission’s Internetwebsite

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

amendments, all written statements with respettie@roposed rule change that are filed
with the Commission, and all written communicatiamtating to the proposed rule
change between the Commission and any person, thitwerthose that may be withheld

from the public in accordance with the provisioidJ.S.C. 552, will be available for
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website viewing and printing in the Commission’soluReference Room, 100 F Street,
NE, Washington, D.C. 20549 on official businesssdagtween the hours of 10:00 a.m.
and 3:00 p.m. Copies of the filing also will beadable for inspection and copying at the
principal office of the Exchange. All commentse®ed will be posted without change;
the Commission does not edit personal identifymmigrmation from submissions. You
should submit only information that you wish to mealavailable publicly. All
submissions should refer to File Number SR-C2-2036-and should be submitted on or
before [insert date 21 days from publication inHeeleral Register].

For the Commission, by the Division of Trading ahthrkets, pursuant to
delegated authorit}’

Secretary

19 17 CFR 200.30-3(a)(12).
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EXHIBIT 5

(additions are underlined; deletions are [bracKgted

*k *k k%

C2 Options Exchange, I ncor porated
Rules

* k k k%

Rule 6.45. Disaster Recovery [Facility]

[(a) General. The Exchange will maintain a separate trading sydeility to preserve the
Exchange's ability to trade exclusively-listed ops in the event the Exchange's trading
system becomes inoperable or otherwise unavaitablese due to a disaster or other unusual
circumstance. The purpose of this Disaster Recovagility ("DRF") is to allow the
Exchange to continue to operate a marketplace fotusively-listed options until the
Exchange's trading system is operational.

(b) Notice. Prior to commencing trading on the DRF and as s@opracticable, the Exchange
shall announce publicly the classes that will bailable for trading on the DRF.

(c) Applicable Rules. All classes traded on the DRF will trade pursuanExchange trading
rules. All non-trading rules of the Exchange shkalitinue to apply.

(d) Trading Permit Holder Preparations. Trading Permit Holders are required to take
appropriate actions as instructed by the Exchangetommodate the Exchange's ability to
trade options via the DRF. Such actions may incllgeling Permit Holder certification by
the Exchange.]

(a) General. The Exchange maintains business continuity asdstir recovery plans that

may be effected in the interests of the continysetation of fair and orderly markets in the

event of a systems failure, disaster, or other walusrcumstances that might threaten the
ability to conduct business on the Exchange.

(b) Back-up Data Center. The Exchange maintains a back-up data center der dio
preserve the Exchange's ability to conduct busimesge event the Exchange's primary data
center becomes inoperable or otherwise unavailabl&ise due to a significant systems
failure, disaster or other unusual circumstanchs.gurpose of this back-up data center is to
allow the Exchange to operate if the primary detster becomes inoperable.

(i) Back-up Data Center Functionality. The Exchange’s back-up data center shall be
reasonably designed, as determined by the Exchamgehieve prompt resumption
of systems consistent with Regulation Systems Ciamp# and Integrity. Nothing

in paragraph (b) of this Rule shall be interprdtedequire the Exchange to develop
or maintain a back-up data center designed to felblicate the capacity, latency,
and other features of the primary data center.




Page 32 of 33

(ii) Notice. Prior to commencing trading on the back-up datd#erethe Exchange
shall announce publicly the classes that will balakle for trading.

(iii) Applicable Rules. In the event the primary data center becomes mbpe
trading will continue using the back-up data ceatsd all trading rules will remain
in effect. All non-trading rules of the Exchandpas continue to apply.

(iv) Trading Permit Holder Participation. Trading Permit Holders are required to
take appropriate actions as instructed by the Bahato accommodate the
Exchange's ability to conduct business via the fogclata center.

(A) Designated BCP/DR Participants. The Exchange shall designate those
Trading Permit Holders that the Exchange reasorddtigrmines are, taken
as a whole, the minimum necessary for the maintenahfair and orderly
markets in the event of the activation of the Exciegs business continuity
and disaster recovery plans (“Designated BCP/DR tidgmmts”).
Designated BCP/DR Participants will include:

(1) all C2 Market-Makers and:;

(2) all C2 Trading Permit Holders connected to@2eprimary data
center and transacting non-Participant customenésss, unless a C2
Trading Permit Holder, other than a C2 Market-Makean
demonstrate ready access to the back-up data ¢erdegh another
C2 Trading Permit Holder that is a designated gp#nt.

Criteria_for designating BCP/DR Participants shib# announced via
Reqgulatory Circular.

(B) Fair and Orderly Market Conditions. Nothing in _paragraph (b)(iv) of
this Rule shall be interpreted to require the Ergeato assume that average
levels of liquidity, depth, or other characteristiof a usual trading session
must be present in order to achieve a fair andrlgrdearket.

(C) Business Continuity and Disaster Recovery Plans Testing. The Exchange
shall require Designated BCP/DR Participants ang maquire other market
participants to participate in scheduled businesstimuity and disaster
recovery plans tests in the manner and frequenegcpbed by the

Exchange.

(1) Documentation and Reports. The Exchange may require
Designated BCP/DR Participants and/or other map&gicipants to
provide documentation and reports regarding tesiaducted
pursuant to this Rule, including related data anfiokimation, as may
be requested by the Exchange and in the mannerfragdency
prescribed by the Exchange.
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(2) Notice. The Exchange will provide reasonable prior notife
scheduled business continuity and disaster recopkenys tests to
Trading Permit Holders, which notice shall descrthe general
nature of the test(s) and identify the Trading ReHolders required
to participate and shall be announced via Reqguyl&ocular.

* k k k%



	SR-C2-2015-030 (cover)
	SR-C2-2015-030 (19b-4)
	SR-C2-2015-030 (Exhibit 1)
	SR-C2-2015-030 (Exhibit 5)

