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PARTIAL AMENDMENT 

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

Amendment, constituting Amendment No. 1, to rule filing SR-C2-2015-033 in which the 

Exchange proposes to enhance current and adopt new price protection mechanisms for 

orders and quotes.  The purpose of this Amendment No. 1 is to amend the proposed rule 

text of Rule 6.13, Interpretation and Policy .04(c) in Exhibit 5 and the purpose and 

statutory basis sections of each of the Form 19b-4 and Exhibit 1 regarding the 

applicability of the proposed enhancement to the debit/credit price reasonability check to 

index options with European-style exercises.  This Amendment also amends Exhibit 5 to 

reorder the rules the rule filing proposes to change.   

The Exchange proposes to delete the proposed rule text of Rule 6.13, 

Interpretation and Policy .04(c)(2)(C) on page 84 of Exhibit 5 and replace it with the 

following: 

(C) an order for which all pairs and loners are debits (credits) is a debit 
(credit). For purposes of this check, a “pair” is a pair of legs in an order for 
which both legs are calls or both legs are puts, one leg is a buy and one leg is 
a sell, and both legs have the same expiration date but different exercise 
prices or, for all options except European-style index options, the same 
exercise price but different expiration dates. A “loner” is any leg in an order 
that the System cannot pair with another leg in the order (including legs in 
orders for European-style index options that have the same exercise price but 
different expiration dates). The System treats the stock leg of a stock-option 
order as a loner. 

(i) The System first pairs legs to the extent possible within each 
expiration date, pairing one leg with the leg that has the next highest 
exercise price. 

(ii) The System then, for all options except European-style index options, 
pairs legs to the extent possible with the same exercise prices across 
expiration dates, pairing one leg with the leg that has the next nearest 
expiration date.  
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(iii) A pair of calls is a credit (debit) if the exercise price of the buy (sell) 
leg is higher than the exercise price of the sell (buy) leg (if the pair has 
the same expiration date) or if the expiration date of the sell (buy) leg is 
farther than the expiration date of the buy (sell) leg (if the pair has the 
same exercise price).  

(iv) A pair of puts is a credit (debit) if the exercise price of the sell (buy) 
leg is higher than the exercise price of the buy (sell) leg (if the pair has 
the same expiration date) or if the expiration date of the sell (buy) leg is 
farther than the expiration date of the buy (sell) leg (if the pair has the 
same exercise price). 

(v) A loner to buy is a debit, and a loner to sell is a credit. 

The System does not apply the check in subparagraph (1) to an order for 
which the System cannot define whether it is a debit or credit. 

The Exchange also proposes to delete the proposed rule text of Rule 6.13, 

Interpretation and Policy .04(c)(6) on page 84 of Exhibit 5. 

In connection with the amendment to the proposed rule text, the Exchange proposes 

to amend the purpose section of each of the Form 19b-4 and Exhibit 1 by deleting the text of 

footnote 21 on page 16 of the Form 19b-4 and footnote 23 on page 57 of Exhibit 1 and 

replacing each with the following: 

The general principle described in the third bullet above does not 

necessarily apply to European-style index options, and thus the aspect of 

the proposed price check that is based on that general principle does not 

apply to those options, as described below.  See proposed 

subparagraph (c)(2). 

Additionally, the Exchange proposes to amend the purpose section of each of the 

Form 19b-4 and Exhibit 1 by deleting the carryover paragraph on pages 16 – 17 of the 

Form 19b-4 and the carryover paragraph on pages 58 – 59 (the bulleted paragraphs 
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following each of these carryover paragraphs remain unchanged) and replacing each with 

the following paragraph: 

A “pair” is a pair of legs in an order for which both legs are calls or 

both legs are puts, one leg is a buy and one leg is a sell, and both legs have 

the same expiration date but different exercise prices or, for all options 

except European-style index options, the same exercise price but different 

expiration dates.  Based on the general option pricing rules described 

above, the System can determine whether a pair is a debit or credit.  Being 

able to determine whether a pair of legs with the same exercise price but 

different expiration dates is a debit or credit is based on the general 

principle above that if two calls (puts) have the same exercise price, the 

price of the call (put) with the nearer expiration is less than the price of the 

call (put) with the farther expiration.  As discussed above, this principle 

does not apply to European-style index options.  Therefore, legs of 

complex orders for European-style index options may be paired only if 

they have the same expiration date but different exercise prices (and meet 

the other pairing criteria described above), but not if they have the same 

exercise price but different expiration dates – the System will skip this 

pairing step for European-style index options – and instead will be loners.  

A “loner” is any leg in an order that the System cannot pair with another 

leg in the order (including, as noted earlier in this paragraph, legs in orders 

for European-style index options that have the same exercise price but 
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different expiration dates).1  The System will first pair legs to the extent 

possible within each expiration date, pairing one leg with the leg that has 

the next highest exercise price.  The System will then, for all options 

except European-style index options, pair legs to the extent possible with 

the same exercise price across expiration dates, pairing one leg with the 

leg that has the next nearest expiration date. 

The Exchange also proposes to amend the purpose section of each of the 

Form 19b-4 and Exhibit 1 by adding to the end of the sentence that constitutes the first 

full paragraph on page 18 of the Form 19b-4 and the first full paragraph on page 60 of the 

Exhibit 1 the following parenthetical: 

(for purposes of these examples, assume the orders are not for European-

style index options) 

Additionally, the Exchange proposes to amend the statutory basis section of each 

of the Form 19b-4 and Exhibit 1 by deleting the fourth sentence of the carryover 

paragraph on pages 33 – 34 of the Form 19b-4 and the carryover paragraph on pages 75 – 

76 of Exhibit 1 and replacing each with the following sentence (the remainder of each 

paragraph remains unchanged): 

Because one of these principles does not necessarily apply to European-

style index options, the Exchange believes it is reasonable to not apply the 

aspect of this proposed price check based on that principle to those options 

classes.   

                                                 
1  The System treats the stock leg of a stock-option order as a loner. 
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Finally, this Amendment proposes to switch the order of the rule text for Rules 

6.13 and 6.17 that appears in Exhibit 5 so that Rule 6.13 appears before Rule 6.17 (the 

text of these rules in Exhibit 5 will continue to be separated by asterisks as they currently 

are).  Except as proposed to be modified by this Amendment, the rule text of both 

Rules 6.13 and 6.17 as they appear in Exhibit 5 remains unchanged. 
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