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1. Text of Proposed Rule Change

(a) MIAX Sapphire, LLC (“MIAX Sapphire” or “Exchange”), pursuant to the provisions
of Section 19(b)(1) of the Securities Exchange Actof 1934 (“Act” or “Exchange Act”)! and Rule
19b-4 thereunder,? proposes to amend the MIAX Sapphire Options Exchange Fee Schedule
(“Fee Schedule) to establish a fee for market participants that choose to utilize the Exchange’s
testing systems environment via a dedicated cross connection.

Notice of the proposed rule change for publication in the Federal Register is attached

hereto as Exhibit 1, and a copy of the applicable section of the Fee Schedule is attached hereto as
Exhibit 5.

(b) Not applicable.

(c) Not applicable.

2. Procedures ofthe Self~Regulatory Organization

The proposed rule change was approved by the Chief Executive Officer of the Exchange
or his designee pursuant to authority delegated by the Exchange Board of Directors on July 23,
2024. Exchange staff will advise the Board of Directors of any action taken pursuant to
delegated authority. No other action by the Exchange is necessary for the filing of the proposed
rule change.

Questions and comments on the proposed rule change may be directed to Chris Solgan,
VP, Senior Counsel, at (609) 423-9414.

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

a. Purpose

| 15 U.S.C. 78s(b)(1).
2 17 CER 240.19b-4.
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The Exchange proposes to establish a fee for market participants that choose to utilize the
Exchange’s testing systems environment via a dedicated cross connection. The testing systems
environment is a virtual trading system environment for Members3 and non-Members to test (i)
upcoming Exchange software and code releases, (ii) product enhancements, and (i) firm-
developed software, prior to implementation in the Exchange’s production (e.g., live trading)
environment. Further, the testing systems environment allows unlimited testing of existing
functionality, such as order types, order entry, order management, order throughput,
acknowledgements, risk settings, mass cancelations, and purge requests. The testing systems
environment is built to closely approximate the production environment to enable Members and
non-Members the ability to test their systems and mimics the live trading environment.*

There are currently three methods by which Members and non-Members may access the
Exchange’s testing systems environment. One, Members and non-Members may access the
Exchange’s testing systems environment via a virtual private network (“VPN”) that operates
over the internet and provides site-to-site access. VPN access is provided for free to all
Members and non-Members.

A second method is via a dedicated cross connection that allows Members and non-
Members to access the testing systems environment and is available as either a 1 gigabit (“Gb”)
or 10Gb connection. Members and non-Members that utilize a VPN or a dedicated cross
connection to access the testing systems environment of the Exchange are also able to access the

testing systems environments of each of the Exchange’s affiliated options markets — Miami

The term “Member” means an individual or organization that is registered with the Exchange pursuantto
Chapter Il of Exchange Rules for purposes oftrading on the Exchangeas an “Electronic Exchange

Member” or “Market Maker.” Members are deemed “members”under the Exchange Act. See Exchange
Rule 100.

Business continuity and disaster recovery testingis performed separately and not within thetesting systems
environmentthatis the subject ofthis filing.
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International Securities Exchange, LLC (“MIAX”), MIAX PEARL, LLC?> (“MIAX Pearl
Options™), and MIAX Emerald, LLC (“MIAX Emerald”). This dedicated cross connection
would provide subscribers access to the testing systems environment of the Exchange, as well as
each of its affiliate options exchanges, via a single connection.

Third, access is also provided through the production connections for each 1Gb or 10Gb
ULL connection for the applicable fee® for such connection and no additional charge. These
1Gb and 10Gb ULL connections provide access to the Exchange’s production environment (ie.,
live trading) and allow the receipt of proprietary real-time market data. However, the Exchange
previously announced that it will phase out the ability to connect to the testing systems
environment via the existing 1Gb and 10Gb ULL production connections by February 28, 2025.7

koskosk sk ok

The Exchange now proposes to amend the Fee Schedule to establish a monthly fee for
Members and non-Members that choose to access the testing systems environment via a
dedicated cross connect. In particular, the Exchange proposes to establish a monthly fee of
$1,000 per dedicated cross connection to the testing systems environment for Members and non-

Members. The proposed fee is the same whether a Member or non-Member chooses to connect

> All references to “MIAX PEARL” in this filing are to the options trading facility of MIAX PEARL, LLC,
referred to herein as “MIAX Pearl Options.” Members and non-Members thatchooseto utilize the testing
systems environment of MIA X Pearl Equities, the equities trading facility of MIAX PEARL, LLC, must
utilize a separate dedicated cross connectionas MIA X Pearl Equities’ testing s ystems environment operates
on a separatenetwork fromthe affiliated options markets.

6 See MIA X Sapphire Fee Schedule, Sections 5)a)-b) for the fees for 1Gb and 10Gb ULL production
connectivity.
7 See MIA X Options, MIAX Pearl Options and MIAX Emerald Options Exchanges - Announcing New

Extranet Access to FirmTest Beds (FTB1 and FTB2)and Decommissioning of A ccessvia Production
Connections Beginning in October 2024, dated September 12,2024, available at
https./www.miaxglobal.convalert/2024/09/12/miax-options-miax-pearl-options-and-miax-emerald -options-
exchanges-2?7nav=all; and Securities Exchange ActRelease No. 100732 (August 15,2024), 89 FR 67693
(August21,2024) (SR-SAPPHIRE-2024-07).
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to the testing systems environment via a 1Gb or 10Gb cross connect. The proposed fees would
be set forth under new Sections 4)e) and 4)f) of the Fee Schedule. Proposed Sections 4)e) and
4)f) would also codify that VPN access to the test environment is provided for free for all
Members and non-Members.
k %k sk ok ok

Members and non-Members that access the testing systems environment through any one
of the available access methods, including a dedicated cross connection, receive functionally the
same testing experience. Access to the testing systems environment via a dedicated cross connect
would enable Members and non-Members to connect their software to the testing systems
environment allowing their applications to communicate directly with the testing systems
environment. Each Member or non-Member is free to decide how to access the testing systems
environment based on their own needs and trading architecture or not utilize the testing systems
environment atall. Again, accessing the testing systems environment via a dedicated direct
connection is entirely optional and no Member or non-Member is required by rule or regulation
to make use of the testing systems environment via a dedicated direct connection. Regardless of
access method, all Members and non-Members are provided the same testing systems
environment experience and are able to perform all of the same functions.

Implementation

The proposed fee change is immediately effective.®

b. Statutory Basis

The Exchange initially filed this proposal on November 29,2024. See Securities Exchange Act Release No.
101896 (December 12, 2024), 89 FR 103025 (December 18, 2024) (SR-SAPPHIRE-2024-40). On January
14, 2025, the Exchange withdrew SR-SA PPHIRE-2024-40 and refiled this proposal.
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The Exchange believes that the proposed rule change is consistent with Section 6(b) of
the Act,” in general, and furthers the objectives of Section 6(b)(5) of the Act,!? in particular, in
that it is not designed to permit unfair discrimination among customers, brokers, or dealers. The
Exchange also believes that its proposal is consistent with Section 6(b)(4) of the Act!! because it
represents an equitable allocation of reasonable dues, fees and other charges among market
participants using any facility or system which the Exchange operates or controls.

Access to the Testing Systems Environment Via a Dedicated Cross Connection is
Optional

Each Member or non-Member has a choice to decide to access the testing systems
environment and, if so, how to access the testing systems environment based on their own needs
and trading architecture. Each Member or non-Member may also decide not to utilize the testing
systems environment atall. Again, accessing the testing systems environment via a dedicated
cross connection is entirely optional and no Member or non-Member is required by rule or
regulation to make use of the testing systems environment via a dedicated direct connection.
Members and non-Members may select VPN access, which is provided for free and will continue
to be free for all Members and non-Members. Members and non-Members may access the
testing systems environment through either a VPN or a dedicated cross connection and will
receive functionally the same testing environment and are able to perform all of the same
functions. The testing systems environment, whether accessed via a dedicated cross connection
or VPN, provides Members and non-Members the same scope of abilities to test their systems

and software in the Exchange’s testing systems environment, which replicates the Exchange’s

9 15 U.S.C. 781(b).
10 15 U.S.C. 78£(b)(5).
2 15 U.S.C. 78f(b)(4).
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production trading environment. In addition, like a dedicated cross connection, a VPN provides
access to the testing systems environment of not only the Exchange, but also each of its affiliate
options exchanges over the same single access pont. Based on the above, accessing the testing
systems environment via a dedicated cross connection provides no trading advantage to
Members and non-Members compared to those market participants that elect to access the testing
systems environment via a VPN for free.

Each Member or non-Member is free to decide how to access the testing systems
environment based on their own needs and trading architecture. Again, accessing the testing
systems environment via a dedicated direct connection is entirely optional and no Member or
non-Member is required by rule or regulation to make use of the testing systems environment via
a dedicated direct connection. Accessing the testing systems environment via the dedicated cross
connection may not provide utility to all Members and non-Members based on their business
models and needs, and such users may choose to access the testing systems environment for free
through the VPN and perform the same testing functions.

The Exchange notes that the testing systems environment provides for the testing of
functionality only and does not enable Members and non-Members to test performance or
latency. Members and non-Members who elect to connect to the testing systems environment
via a 10Gb dedicated cross connection receive no latency benefit or advantage that would benefit
or translate to trading over their connections to the Exchange’s live trading environment. Again,
the testing systems environment provides for the testing of functionality only. Members and
non-Members, even those that are latency sensitive, are free to choose the type of connection that
best meets their own testing needs, knowing that the size or type of connection to the testing

systems environment would provide them no insight into their own latency when entering real
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orders into the Exchange’s live trading environment. For example, two Members who are
market makers on the Exchange utilize a 1Gb connection to access the testing systems
environment and test on the Exchange and its affiliates.

As such, the Exchange believes that the proposed fee for access to the testing systems
environment via a dedicated cross connection is reasonable and Members and non-Members
have the choice, but are not obligated to access the testing systems environment via a dedicated
cross connection. Otherwise, a user may choose to access the test environment via a VPN for
free to test system functionality. For example, of the Exchange’s thirty-four Members!? and two
non-Members that provide connectivity to the Exchange, nine Members and non-Members
currently use a VPN to access the Exchange’s testing systems environment instead of the other
two currently available options, i.e., a dedicated cross connection or their existing 1Gb or 10Gb
ULL connection to the production environment. As many as twenty-three Members and non-
Members may use their existing 1Gb or 10Gb ULL connections to access the testing systems
environment. 13 Some Members and non-Members also choose not to access the testing systems
environment atall. Asnoted above, the Exchange will not phase out the ability to connect to the
testing systems environment via the existing 1Gb and 10Gb ULL production connections until

February 28, 2025.14 Therefore, all but two of the Exchange’s Members and non-Members that

See the Exchange’s Membership Directory available at
https://www.miaxglobal.com/miax_sapphire_exchange members.pdf.

The Exchange notes thatthe number of Members and non-Members thataccess the testing systems
environmentvia theirexisting 1Gb or 10Gb ULL connections may be lowerbecause 1Gb or 10Gb ULL
connections also provideaccess the production environmentand a connectionmay only be used forthat
purpose and not fortesting,

14 See MIA X Options, MIAX Pearl Options and MIAX Emerald Options Exchanges - Announcing New
Extranet Access to FirmTest Beds (FTB1 and FTB2)and Decommissioning of A ccessvia Production
Connections Beginning in October 2024, dated September 12,2024, available at
https./www.miaxglobal.convalert/2024/09/12/miax-options-miax-pearl-options-and-miax-emerald -options-
exchanges-2?7nav=all; and Securities Exchange ActRelease No. 100732 (August 15,2024), 89 FR 67693
(August21,2024) (SR-SAPPHIRE-2024-07).
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currently utilize their existing 1Gb and 10Gb ULL production connections to access the testing
systems environment have yet to transition to either VPN access or a dedicated cross connection.
Of the two that have transitioned, one was a market maker and the other is an extranet provider.
Both elected to use a 10Gb dedicated cross connection to the testing systems environment.
Lastly, supporting a proposed non-transaction fee change by arguing that the applicable service
is optional is not novel.

The Proposed Fee is Reasonable because it is Similar to or Lower than Like Fees
Charged by other Exchanges

The Exchange believes the proposed fees are reasonable as the proposed fees are similar
to or lower than fees charged by competing exchanges for similar services and market share.
Based on publicly-available information, no single exchange currently had more than
approximately 13% equity options market share for the month of December 2024,!5 and the
Exchange compared the fees proposed herein to the fees charged by competing exchanges with
similar market share. For the month of December 2024, the Exchange had approximately 1.85%
equity options market share. For the same time period, Nasdaq BX, Inc. (“Nasdaq BX Options”)
had approximately 1.63% equity options market share, slightly lower than the Exchange, and
Cboe BZX Exchange, Inc. (“Cboe BZX Options”) had approximately 3.77% equity options
market share, higher but comparable to the Exchange. Both Nasdaq BX Options and Cboe BZX
Options also offer similar connectivity to their own test environments as the Exchange and both
charge identical or comparable fees. Like the Exchange, Nasdaq BX Options also provides
access to the testing facilities of its affiliates while Cboe BZX Options does not. Nasdaq BX

Options assesses a fee of $1,000 per hand-off, per month for subscribers to the testing facility via

15 See the Market Share section ofthe Exchange’s website, U.S. Options, available at
https://www.miaxglobal.com/company/data/market-share (last visited December 30,2024).
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either a 1Gb or 10Gb switch port plus a one-time installation fee of $1,000 per hand-off.1¢ The
Exchange’s proposed fee is, therefore, lower than the fee charged by Nasdaq BX Options
because it does not charge a separate installation fee. Cboe BZX Options assesses a lower fee of
$250 per month for each certification logical port, which only provides access to the Cboe BZX
Options testing environment, and not to the testing environment of any of Cboe BZX Options’s
affiliates.!” The fee to access the Cboe BZX Options testing environment and the testing
environment of each of its three affiliated options exchange becomes incrementally higher with
each Cboe BZX Options affiliate charging a separate $250 monthly fee to access each testing
environment, totaling as much as $1,000 per month.!® Accordingly, the Exchange believes that
comparable and competitive pricing are key factors in determining whether a proposed fee meets
the requirements of the Act.

The Proposed Fee is Not Unfairly Dis criminatory

The Exchange also believes the proposed fee is equitable and not unfairly discriminatory

as the fee would apply equally to all Members and non-Members who choose to subscribe. It is

See, e.g., NasdaqBX, Options 7: Pricing Schedule, Section 9 Testing Facilities, available at
https://listingcenter.nasdag.com/rulebook/nasdag/rules/Nasdaq%200ptions%207. Nasdaq’s affiliates, like
Nasdaq PHLXLLC (“PHLX”), also charge the same fee. See e.g., PHLX Options 7: Pricing Schedule,
Section 9. Other Member Fees, E. Testing Facilities, available at
https:/listingcenter.nasdag.com/rulebook/phix/rules/Phix%200ptions%207 (assessing a fee of $1,000 per
hand-off, per month for subscribers tothe testing facility via eithera 1Gb or 10Gb switch port and a one-
time installation fee 0£$1,000 per hand-off). See also Securities Exchange A ct Release No. 76259
(October26,2015), 80 FR 66947 (October 30,2015) (SR-NASDAQ-2015-117) (Notice of Filing and
Immediate Effectiveness of Proposed Rule Changeto Options Testing Facility). Like the Exchange’s
testing environment, a single connection to Nasdaq’s testenvironment provides access to the other test
environments of'its affiliate options markets, PHLX and NasdaqBX, Inc.

17 See also Cboe BZX Options Fee Schedule, Options Logical Port Fees, Certification Logical Ports, available
at https://www.cboe.com/us/options/membership/fee_schedule/bzx/. See,e.g.,Cboe EDGX Exchange, Inc.
Options Fee Schedule, Options Logical Port Fees, Certification Logical Ports, available at
https://www.cboe.com/us/options/membership/fee_schedule/edgx/.

See also Cboe EDGX Exchange, Inc. Options Fee Schedule, Options Logical Port Fees, Certification
Logical Ports, available at https://www.cboe.com/us/options/membership/fee_schedule/edgx/; Cboe
Exchange, Inc. Fee Schedule, Logical Connectivity Fees, Certification Logical Ports, available at

Cboe FeeSchedule.pdf; and Cboe C2 Exchange, Inc. Options Fee Schedule, Options Logical Port Fees,
Certification Logical Ports, available at https://www.cboe.com/us/options/membership/fee_schedule/c2/.
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a business and operational decision of each Member or non-Member that chooses to subscribe.
The Exchange’s proposed fee would not differentiate between Members and non-Members or
connectivity types and is set at a modest level that would allow any interested Member and non-
Member to subscribe based on their business and operational needs.

The Exchange also believes the proposal furthers the objectives of Section 6(b)(5) of the
Act?in that it is designed to promote just and equitable principles of trade, remove impediments
to and perfect the mechanism of a free and open market and a national market system, and, in
general protect investors and the public interest and is not designed to permit unfair
discrimination between customer, issuers, brokers and dealers. The Exchange does not believe
that the proposed fee is unfairly discriminatory to subscribers to the test environment via a
dedicated cross connection because, unlke the live trading environment where the capacity of
connectivity to the Exchange may confer a competitive advantage to a market participant and
therefore price differentiation is appropriate for the benefit conferred, there is no such benefit
conferred in the testing systems environment.

The Exchange does not believe that the proposed fee is unfairly discriminatory among
subscribers to the test environment because all Members and non-Members that subscribe to the
service will be assessed the same fee. Because the proposed fee does not discriminate between
1Gb and 10Gb cross connection options, Members and non-Members are able to subscribe to the
test environment without regard to the cost of their capacity election. The Exchange believes
that not discriminating on this basis will encourage participants to connect to the test
environment in the same manner as they do to the live trading environment, and thereby help the

test environment more closely mirror the live trading environment. Providing a more useful and

1 15 U.S.C. 78f(b)(5).
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accurate test environment will serve to improve live trading on the Exchange and the national
market system by permitting Members and non-Members the ability to accurately test changes
prior to implementing them in the live trading environment, thereby reducing the likelihood of a
potentially disruptive system failure in the live trading environment, which has the potential to
affect all market participants.

The Proposed Fee is Equitable

The Exchange believes that the proposed fee is equitably allocated because all Members
and non-Members that choose to connect to the test environment will be assessed a uniform fee
for those services. The Exchange believes that offering subscribers the option to subscribe to
either a 1Gb or 10Gb dedicated cross connection for the same fee is an equitable allocation of
fees because, unlike the live trading environment, there is no competitive advantage to
possessing a higher capacity connection in the test environment. The test environment is
designed to closely mirror the live trading environment for Members and non-Members,
including matching the capacity of the live trading environment connection of each Member and
non-Member. In the absence of any competitive advantage, charging a uniform fee for both a
1Gb or 10Gb dedicated cross connection is an equitable allocation of fees. The Exchange
believes that charging a uniform fee rather than mirroring the fees for the live trading
environment will encourage Members and non-Members to subscribe to the test environment and
further encourage those that subscribe to use the same hardware as is used by them for
connectivity to the live trading environment.

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

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

competition that is not necessary or appropriate in furtherance of the purposes of the Act. The
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Exchange made access to the test environment via a dedicated cross connection available to keep
pace with technological changes in the industry and evolving customer needs and demands, and
believes the product will contribute to robust competition among national securities exchanges.
As a result, the Exchange believes this proposed rule change permits fair competition among
national securities exchanges.

The Exchange believes the proposed fee would not cause any unnecessary or
mappropriate burden on intermarket competition as other exchanges are free to mtroduce their
own comparable access methods to their testing environments for free or at lower prices, which
several competing exchanges already provide.?0 The Exchange operates in a highly competitive
environment, and its ability to price access to the test environment is constrained by the optional
nature of accessing the test environment via a dedicated cross connect. Providing access to the
test environment via dedicated cross connection is provided purely for convenience, in response
to Member demand, and, again, would be entirely optional. The Exchange notes that use of
accessing the test environment via a dedicated cross connection would be completely voluntary
and is simply an additional optional means to access the test environment. Members who do not
prefer the to access the test environment via a dedicated cross connection and pay the applicable
fee will be able to continue to perform the same testing functions when accessing the test
environment via the existing VPN internet access for free. The Exchange must consider this in
its pricing discipline in order to attract subscribers. The Exchange believes that if it were to

propose a fee that is excessively high, it would simply serve to reduce demand for the

20 See the “Market Share” section ofthe Exchange’s website, available at https://www.miaxglobal.conv (last

visited December 30, 2024).
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Exchange’s product, which as discussed, Members and non-Members are under no obligation to
utilize.

The Exchange does not believe the proposed rule change would cause any unnecessary or
mnappropriate burden on intramarket competition. Particularly, the proposed fee applies
uniformly to any purchaser in that the Exchange does not differentiate between subscribers that
wish to access the testing systems environment via a dedicated cross connect via either a 1Gb or
10Gb connection. The proposed fee is set at a modest level that would allow any interested
market participant to purchase access to the test environment based on their business needs.

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

Written comments were neither solicited nor 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)

Pursuant to Section 19(b)(3)(A)(ii) of the Act,2! and Rule 19b-4(f)(2) thereunder?? the
Exchange has designated this proposal as establishing or changing a due, fee, or other charge
imposed on any person, whether or not the person is a member of the SRO, which renders the
proposed rule change effective upon filing.

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 ofthe Act
21 15 U.S.C. 78s(b)(3)(Aii).

2 17 CFR 240.19b-4.
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10.

11.

Not applicable.

Advance Notices Filed Pursuant to Section 806(e) of the Payment, Clearing and
Settlement Supervision Act

Not applicable.
Exhibits

1. Completed notice of proposed rule change for publication in the Federal Register.

5. Copy of the applicable section of the Fee Schedule.
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EXHIBIT 1
SECURITIES AND EXCHANGE COMMISSION
(Release No. 34- ; File No. SR-SAPPHIRE-2025-03)
January ~,2025

Self-Regulatory Organizations: Notice of Filing and Immediate Effectiveness of a Proposed Rule
Change by MIAX Sapphire, LLC to Amend the MIAX Sapphire Fee Schedule to Adopt Testing
Systems Environment Fees

Pursuant to the provisions of Section 19(b)(1) of the Securities Exchange Act of 1934
(“Act”)! and Rule 19b-4 thereunder,? notice is hereby given that on January
MIAX Sapphire, LLC (“MIAX Sapphire” or “Exchange”) filed with the Securities and Exchange
Commission (“Commission”) a proposed rule change as described in Items I, II, and IIT 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.

1. Self-Regulatory Organization's Statement of the Terms of Substance of the Proposed
Rule Change

The Exchange proposes to amend its Fee Schedule (the “Fee Schedule”) to establish a fee
for market participants that choose to utilize the Exchange’s testing systems environment via a

dedicated cross connection.
The text of the proposed rule change is available on the Exchange’s website at

https://www.miaxglobal.com/markets/us-options/all-options-exchanges/rule-filings, at MIAX

Sapphire’s principal office, 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 received on

! 15 U.S.C. 78s(b)(1).
2 17 CER 240.19b-4.
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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 establish a fee for market participants that choose to utilize the
Exchange’s testing systems environment via a dedicated cross connection. The testing systems
environment is a virtual trading system environment for Members3 and non-Members to test (i)
upcoming Exchange software and code releases, (ii) product enhancements, and (i) firm-
developed software, prior to implementation in the Exchange’s production (e.g., live trading)
environment. Further, the testing systems environment allows unlimited testing of existing
functionality, such as order types, order entry, order management, order throughput,
acknowledgements, risk settings, mass cancelations, and purge requests. The testing systems
environment is built to closely approximate the production environment to enable Members and
non-Members the ability to test their systems and mimics the live trading environment.*

There are currently three methods by which Members and non-Members may access the
Exchange’s testing systems environment. One, Members and non-Members may access the
Exchange’s testing systems environment via a virtual private network (“VPN”) that operates
over the internet and provides site-to-site access. VPN access is provided for free to all

Members and non-Members.

The term “Member” means an individual or organization that is registered with the Exchange pursuantto
Chapter Il of Exchange Rules for purposes oftrading on the Exchangeas an “Electronic Exchange
Member” or “Market Maker.” Members are deemed “members”under the Exchange Act. See Exchange
Rule 100.

Business continuity and disaster recovery testingis performed separately and not within thetesting systems
environmentthatis the subject ofthis filing.
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A second method is via a dedicated cross connection that allows Members and non-
Members to access the testing systems environment and is available as either a 1 gigabit (“Gb”)
or 10Gb connection. Members and non-Members that utilize a VPN or a dedicated cross
connection to access the testing systems environment of the Exchange are also able to access the
testing systems environments of each of the Exchange’s affiliated options markets — Miami
International Securities Exchange, LLC (“MIAX”), MIAX PEARL, LLC> (“MIAX Pearl
Options™), and MIAX Emerald, LLC (“MIAX Emerald”). This dedicated cross connection
would provide subscribers access to the testing systems environment of the Exchange, as well as
eachof its affiliate options exchanges, via a single connection.

Third, access is also provided through the production connections for each 1Gb or 10Gb
ULL connection for the applicable fee® for such connection and no additional charge. These
1Gb and 10Gb ULL connections provide access to the Exchange’s production environment (i.e.,
live trading) and allow the receipt of proprietary real-time market data. However, the Exchange
previously announced that it will phase out the ability to connect to the testing systems
environment via the existing 1Gb and 10Gb ULL production connections by February 28, 2025.7

%k ok sk ok ok

The Exchange now proposes to amend the Fee Schedule to establish a monthly fee for

> All references to “MIAXPEARL” in this filing are to the options trading facility of MIAX PEARL, LLC,
referred to herein as “MIAX Pearl Options.” Members and non-Members thatchooseto utilize the testing
systems environment of MIA X Pearl Equities, the equities trading facility of MIAX PEARL, LLC, must
utilize a separate dedicated cross connectionas MIA X Pearl Equities’ testing s ystems environment operates
on a separatenetwork fromthe affiliated options markets.

6 See MIA X Sapphire Fee Schedule, Sections 5)a)-b) for the fees for 1Gb and 10Gb ULL production
connectivity.
7 See MIA X Options, MIAX Pearl Options and MIAX Emerald Options Exchanges - Announcing New

Extranet Accessto FirmTest Beds (FTB1 and FTB2)and Decommissioning of A ccessvia Production
Connections Beginning in October 2024, dated September 12,2024, available at
https./www.miaxglobal.convalert/2024/09/12/miax-options-miax-pearl-options-and-miax-emerald -options-
exchanges-2?7nav=all; and Securities Exchange ActRelease No. 100732 (August 15,2024), 89 FR 67693
(August21,2024) (SR-SAPPHIRE-2024-07).



https://www.miaxglobal.com/alert/2024/09/12/miax-options-miax-pearl-options-and-miax-emerald-options-exchanges-2?nav=all
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Members and non-Members that choose to access the testing systems environment via a
dedicated cross connect. In particular, the Exchange proposes to establish a monthly fee of
$1,000 per dedicated cross connection to the testing systems environment for Members and non-
Members. The proposed fee is the same whether a Member or non-Member chooses to connect
to the testing systems environment via a 1Gb or 10Gb cross connect. The proposed fees would
be set forth under new Sections 4)e) and 4)f) of the Fee Schedule. Proposed Sections 4)e) and
4)f) would also codify that VPN access to the test environment is provided for free for all
Members and non-Members.
k %k sk ok ok

Members and non-Members that access the testing systems environment through any one
of the available access methods, including a dedicated cross connection, receive functionally the
same testing experience. Access to the testing systems environment via a dedicated cross connect
would enable Members and non-Members to connect their software to the testing systems
environment allowing their applications to communicate directly with the testing systems
environment. Each Member or non-Member is free to decide how to access the testing systems
environment based on their own needs and trading architecture or not utilize the testing systems
environment atall. Again, accessing the testing systems environment via a dedicated direct
connection is entirely optional and no Member or non-Member is required by rule or regulation
to make use of the testing systems environment via a dedicated direct connection. Regardless of
access method, all Members and non-Members are provided the same testing systems
environment experience and are able to perform all of the same functions.

Implementation
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The proposed fee change is immediately effective.®

2. Statutory Basis

The Exchange believes that the proposed rule change is consistent with Section 6(b) of
the Act,” in general, and furthers the objectives of Section 6(b)(5) of the Act,!? in particular, in
that it is not designed to permit unfair discrimination among customers, brokers, or dealers. The
Exchange also believes that its proposal is consistent with Section 6(b)(4) of the Act!! because it
represents an equitable allocation of reasonable dues, fees and other charges among market
participants using any facility or system which the Exchange operates or controls.

Access to the Testing Systems Environment Via a Dedicated Cross Connection is
Optional

Each Member or non-Member has a choice to decide to access the testing systems
environment and, if so, how to access the testing systems environment based on their own needs
and trading architecture. Each Member or non-Member may also decide not to utilize the testing
systems environment atall. Again, accessing the testing systems environment via a dedicated
cross connection is entirely optional and no Member or non-Member is required by rule or
regulation to make use of the testing systems environment via a dedicated direct connection.
Members and non-Members may select VPN access, which is provided for free and will continue
to be free for all Members and non-Members. Members and non-Members may access the
testing systems environment through either a VPN or a dedicated cross connection and will

receive functionally the same testing environment and are able to perform all of the same

The Exchange initially filed this proposal on November 29,2024. See Securities Exchange Act Release No.
101896 (December 12, 2024), 89 FR 103025 (December 18, 2024) (SR-SAPPHIRE-2024-40). On January
14, 2025, the Exchange withdrew SR-SA PPHIRE-2024-40 and refiled this proposal.

9 15 U.S.C. 781(b).
10 15 U.S.C. 78f(b)(5).
2 15 U.S.C. 78f(b)(4).
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functions. The testing systems environment, whether accessed via a dedicated cross connection
or VPN, provides Members and non-Members the same scope of abilities to test their systems
and software in the Exchange’s testing systems environment, which replicates the Exchange’s
production trading environment. In addition, like a dedicated cross connection, a VPN provides
access to the testing systems environment of not only the Exchange, but also each of its affiliate
options exchanges over the same single access point. Based on the above, accessing the testing
systems environment via a dedicated cross connection provides no trading advantage to
Members and non-Members compared to those market participants that elect to access the testing
systems environment via a VPN for free.

Each Member or non-Member is free to decide how to access the testing systems
environment based on their own needs and trading architecture. Again, accessing the testing
systems environment via a dedicated direct connection is entirely optional and no Member or
non-Member is required by rule or regulation to make use of the testing systems environment via
a dedicated direct connection. Accessing the testing systems environment via the dedicated cross
connection may not provide utility to all Members and non-Members based on their business
models and needs, and such users may choose to access the testing systems environment for free
through the VPN and perform the same testing functions.

The Exchange notes that the testing systems environment provides for the testing of
functionality only and does not enable Members and non-Members to test performance or
latency. Members and non-Members who elect to connect to the testing systems environment
via a 10Gb dedicated cross connection receive no latency benefit or advantage that would benefit
or translate to trading over their connections to the Exchange’s live trading environment. Again,
the testing systems environment provides for the testing of functionality only. Members and

non-Members, even those that are latency sensitive, are free to choose the type of connection that
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best meets their own testing needs, knowing that the size or type of connection to the testing
systems environment would provide them no insight into their own latency when entering real
orders into the Exchange’s live trading environment. For example, two Members who are
market makers on the Exchange utilize a 1Gb connection to access the testing systems
environment and test on the Exchange and its affiliates.

As such, the Exchange believes that the proposed fee for access to the testing systems
environment via a dedicated cross connection is reasonable and Members and non-Members
have the choice, but are not obligated to access the testing systems environment via a dedicated
cross connection. Otherwise, a user may choose to access the test environment via a VPN for
free to test system functionality. For example, of the Exchange’s thirty-four Members!? and two
non-Members that provide connectivity to the Exchange, nine Members and non-Members
currently use a VPN to access the Exchange’s testing systems environment instead of the other
two currently available options, i.e., a dedicated cross connection or their existing 1Gb or 10Gb
ULL connection to the production environment. As many as twenty-three Members and non-
Members may use their existing 1Gb or 10Gb ULL connections to access the testing systems
environment. 13 Some Members and non-Members also choose not to access the testing systems
environment atall. Asnoted above, the Exchange will not phase out the ability to connect to the
testing systems environment via the existing 1Gb and 10Gb ULL production connections until

February 28, 2025.14 Therefore, all but two of the Exchange’s Members and non-Members that

See the Exchange’s Membership Directory available at
https://www.miaxglobal.com/miax_sapphire_exchange members.pdf.

The Exchange notes thatthe number of Members and non-Members thataccess the testing systems
environmentvia theirexisting 1Gb or 10Gb ULL connections may be lower because 1Gb or 10Gb ULL
connections also provideaccess the production environmentand a connectionmay only be used forthat
purpose and not fortesting,

14 See MIA X Options. MIAX Pearl Options and MIAX Emerald Options Exchanges - Announcing New
Extranet Accessto FirmTest Beds (FTB1 and FTB2) and Decommissioning of A ccess via Production
Connections Beginning in October 2024, dated September 12, 2024, available at


https://www.miaxglobal.com/miax_sapphire_exchange_members.pdf
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currently utilize their existing 1Gb and 10Gb ULL production connections to access the testing
systems environment have yet to transition to either VPN access or a dedicated cross connection.
Of the two that have transitioned, one was a market maker and the other is an extranet provider.
Both elected to use a 10Gb dedicated cross connection to the testing systems environment.
Lastly, supporting a proposed non-transaction fee change by arguing that the applicable service
is optional is not novel.

The Proposed Fee is Reasonable because it is Similar to or Lower than Like Fees
Charged by other Exchanges

The Exchange believes the proposed fees are reasonable as the proposed fees are similar
to or lower than fees charged by competing exchanges for similar services and market share.
Based on publicly-available information, no single exchange currently had more than
approximately 13% equity options market share for the month of December 2024,!5 and the
Exchange compared the fees proposed herein to the fees charged by competing exchanges with
similar market share. For the month of December 2024, the Exchange had approximately 1.85%
equity options market share. For the same time period, Nasdaq BX, Inc. (“Nasdaq BX Options”)
had approximately 1.63% equity options market share, slightly lower than the Exchange, and
Cboe BZX Exchange, Inc. (“Cboe BZX Options”) had approximately 3.77% equity options
market share, higher but comparable to the Exchange. Both Nasdaq BX Options and Cboe BZX
Options also offer similar connectivity to their own test environments as the Exchange and both
charge identical or comparable fees. Like the Exchange, Nasdaq BX Options also provides

access to the testing facilities of its affiliates while Cboe BZX Options does not. Nasdaq BX

https:/www.miaxglobal.con/alert/2024/09/12/miax-options-miax-pearl-options-and-miax-emerald-options-
exchanges-2?7nav=all; and Securities Exchange ActRelease No. 100732 (August 15,2024), 89 FR 67693
(August21,2024) (SR-SAPPHIRE-2024-07).

15 See the Market Share section ofthe Exchange’s website, U.S. Options, available at
https://www.miaxglobal.com/company/data/market-share (last visited December 30,2024).
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Options assesses a fee of $1,000 per hand-off, per month for subscribers to the testing facility via
either a 1Gb or 10Gb switch port plus a one-time installation fee of $1,000 per hand-off.1¢ The
Exchange’s proposed fee is, therefore, lower than the fee charged by Nasdaq BX Options
because it does not charge a separate installation fee. Cboe BZX Options assesses a lower fee of
$250 per month for each certification logical port, which only provides access to the Cboe BZX
Options testing environment, and not to the testing environment of any of Cboe BZX Options’s
affiliates.!” The fee to access the Cboe BZX Options testing environment and the testing
environment of each of its three affiliated options exchange becomes incrementally higher with
each Cboe BZX Options affiliate charging a separate $250 monthly fee to access each testing
environment, totaling as much as $1,000 per month.!® Accordingly, the Exchange believes that
comparable and competitive pricing are key factors in determining whether a proposed fee meets
the requirements of the Act.

The Proposed Fee is Not Unfairly Dis criminatory

The Exchange also believes the proposed fee is equitable and not unfairly discriminatory

See, e.g., NasdaqBX, Options 7: Pricing Schedule, Section 9 Testing Facilities, available at
https://listingcenter.nasdag.com/rulebook/nasdag/rules/Nasdag%200ptions%207. Nasdaq’s affiliates, like
Nasdaq PHLXLLC (“PHLX”), also charge the same fee. See e.g., PHLX Options 7: Pricing Schedule,
Section 9. Other Member Fees, E. Testing Facilities, available at
https:/listingcenter.nasdag.com/rulebook/phix/rules/Phix%200ptions%207 (assessing a fee of $1,000 per
hand-off, per month for subscribers tothe testing facility via eithera 1Gb or 10Gb switch port and a one-
time installation fee 0f$1,000 per hand-off). See also Securities Exchange A ct Release No. 76259
(October26,2015), 80 FR 66947 (October 30,2015) (SR-NASDAQ-2015-117) (Notice of Filing and
Immediate Effectiveness of Proposed Rule Changeto Options Testing Facility). Like the Exchange’s
testing environment, a single connection to Nasdaq’s testenvironment provides access to the other test
environments of'its affiliate options markets, PHLX and NasdaqBX, Inc.

17 See also Cboe BZX Options Fee Schedule, Options Logical Port Fees, Certification Logical Ports, available
at https://www.cboe.com/us/options/membership/fee_schedule/bzx/. See,e.g.,Cboe EDGX Exchange, Inc.
Options Fee Schedule, Options Logical Port Fees, Certification Logical Ports, available at
https://www.cboe.com/us/options/membership/fee_schedule/edgx/.

18 See also Cboe EDGX Exchange, Inc. Options Fee Schedule, Options Logical Port Fees, Certification
Logical Ports, available at https://www.cboe.com/us/options/membership/fee_schedule/edgx/; Cboe
Exchange, Inc. Fee Schedule, Logical Connectivity Fees, Certification Logical Ports, available at
Cboe FeeSchedule.pdf; and Cboe C2 Exchange, Inc. Options Fee Schedule, Options Logical Port Fees,
Certification Logical Ports, available at https://www.cboe.com/us/options/membership/fee_schedule/c2/.



https://listingcenter.nasdaq.com/rulebook/nasdaq/rules/Nasdaq%20Options%207
https://listingcenter.nasdaq.com/rulebook/phlx/rules/Phlx%20Options%207
https://www.cboe.com/us/options/membership/fee_schedule/bzx/
https://www.cboe.com/us/options/membership/fee_schedule/edgx/
https://www.cboe.com/us/options/membership/fee_schedule/edgx/
https://cdn.cboe.com/resources/membership/Cboe_FeeSchedule.pdf
https://www.cboe.com/us/options/membership/fee_schedule/c2/
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as the fee would apply equally to all Members and non-Members who choose to subscribe. It is
a business and operational decision of each Member or non-Member that chooses to subscribe.
The Exchange’s proposed fee would not differentiate between Members and non-Members or
connectivity types and is set at a modest level that would allow any interested Member and non-
Member to subscribe based on their business and operational needs.

The Exchange also believes the proposal furthers the objectives of Section 6(b)(5) of the
Act! in that it is designed to promote just and equitable principles of trade, remove impediments
to and perfect the mechanism of a free and open market and a national market system, and, in
general protect investors and the public interest and is not designed to permit unfair
discrimination between customer, issuers, brokers and dealers. The Exchange does not believe
that the proposed fee is unfairly discriminatory to subscribers to the test environment via a
dedicated cross connection because, unlike the live trading environment where the capacity of
connectivity to the Exchange may confer a competitive advantage to a market participant and
therefore price differentiation is appropriate for the benefit conferred, there is no such benefit
conferred in the testing systems environment.

The Exchange does not believe that the proposed fee is unfairly discriminatory among
subscribers to the test environment because all Members and non-Members that subscribe to the
service will be assessed the same fee. Because the proposed fee does not discriminate between
1Gb and 10Gb cross connection options, Members and non-Members are able to subscribe to the
test environment without regard to the cost of their capacity election. The Exchange believes
that not discriminating on this basis will encourage participants to connect to the test

environment in the same manner as they do to the live trading environment, and thereby help the

1 15 U.S.C. 78f(b)(5).
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test environment more closely mirror the live trading environment. Providing a more useful and
accurate test environment will serve to improve live trading on the Exchange and the national
market system by permitting Members and non-Members the ability to accurately test changes
prior to implementing them in the live trading environment, thereby reducing the likelihood of a
potentially disruptive system failure in the live trading environment, which has the potential to
affect all market participants.

The Proposed Fee is Equitable

The Exchange believes that the proposed fee is equitably allocated because all Members
and non-Members that choose to connect to the test environment will be assessed a uniform fee
for those services. The Exchange believes that offering subscribers the option to subscribe to
either a 1Gb or 10Gb dedicated cross connection for the same fee is an equitable allocation of
fees because, unlike the live trading environment, there is no competitive advantage to
possessing a higher capacity connection in the test environment. The test environment is
designed to closely mirror the live trading environment for Members and non-Members,
including matching the capacity of the live trading environment connection of each Member and
non-Member. In the absence of any competitive advantage, charging a uniform fee for both a
1Gb or 10Gb dedicated cross connection is an equitable allocation of fees. The Exchange
believes that charging a uniform fee rather than mirroring the fees for the live trading
environment will encourage Members and non-Members to subscribe to the test environment and
further encourage those that subscribe to use the same hardware as is used by them for
connectivity to the live trading environment.

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

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

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



SR-SAPPHIRE-2025-03 Page 28 of 32

Exchange made access to the test environment via a dedicated cross connection available to keep
pace with technological changes in the industry and evolving customer needs and demands, and
believes the product will contribute to robust competition among national securities exchanges.
As a result, the Exchange believes this proposed rule change permits fair competition among
national securities exchanges.

The Exchange believes the proposed fee would not cause any unnecessary or
mappropriate burden on intermarket competition as other exchanges are free to mtroduce their
own comparable access methods to their testing environments for free or at lower prices, which
several competing exchanges already provide.20 The Exchange operates in a highly competitive
environment, and its ability to price access to the test environment is constrained by the optional
nature of accessing the test environment via a dedicated cross connect. Providing access to the
test environment via dedicated cross connection is provided purely for convenience, in response
to Member demand, and, again, would be entirely optional. The Exchange notes that use of
accessing the test environment via a dedicated cross connection would be completely voluntary
and is simply an additional optional means to access the test environment. Members who do not
prefer the to access the test environment via a dedicated cross connection and pay the applicable
fee will be able to continue to perform the same testing functions when accessing the test
environment via the existing VPN internet access for free. The Exchange must consider this in
its pricing discipline in order to attract subscribers. The Exchange believes that if it were to
propose a fee that is excessively high, it would simply serve to reduce demand for the

Exchange’s product, which as discussed, Members and non-Members are under no obligation to

utilize.

20 See the “Market Share” section ofthe Exchange’s website, available at https://www.miaxglobal.conv (last

visited December 30, 2024).
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The Exchange does not believe the proposed rule change would cause any unnecessary or
inappropriate burden on intramarket competition. Particularly, the proposed fee applies
uniformly to any purchaser in that the Exchange does not differentiate between subscribers that
wish to access the testing systems environment via a dedicated cross connect via either a 1Gb or
10Gb connection. The proposed fee is set at a modest level that would allow any interested
market participant to purchase access to the test environment based on their business needs.

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

Written comments were neither solicited nor received.

I11. Date of Effectiveness of the Proposed Rule Change and Timing for Commission Action

The foregoing rule change has become effective pursuant to Section 19(b)(3)(A)(i)) of the
Act,? and Rule 19b-4(f)(2)?? thereunder. Atany time within 60 days of the filing of the
proposed rule change, the Commission summarily may temporarily suspend such rule change if
it appears to the Commission that such action is necessary or appropriate in the public interest,
for the protection of investors, or otherwise in furtherance of the purposes of the Act. Ifthe
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:

Flectronic comments:

21 15 U.S.C. 78s(b)(3)(A )(ii).
2 17 CFR 240.19b-4(f)(2).
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e Use the Commission’s Internet comment form (http://www.sec.gov/rules/sro.shtml);

or

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

SAPPHIRE-2025-03 on the subject line.

Paper comments:

e Send paper comments in triplicate to Vanessa Countryman, Secretary, Securities and

Exchange Commission, 100 F Street, NE, Washington, DC 20549-1090.
All submissions should refer to file number SR-SAPPHIRE-2025-03. This file number
should be included on the subject line if email 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 website (https://www.sec.gov/rules/sro.shtml).

Copies of the submission, all subsequent amendments, all written statements with respect to the
proposed rule change that are filed with the Commission, and all written communications
relating to the proposed rule change between the Commission and any person, other than those
that may be withheld from the public in accordance with the provisions of 5 U.S.C. 552, will be
available for 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 a.m. and 3
p.m. Copies of the filing also will be available for inspection and copying at the principal office
of the Exchange. Do not include personal identifiable information in submissions; you should
submit only information that you wish to make available publicly. We may redact in part or
withhold entirely from publication submitted material that is obscene or subject to copyright
protection. All submissions should refer to file number SR-SAPPHIRE-2025-03 and should be
submitted on or before [INSERT DATE 21 DAYS AFTER DATE OF PUBLICATION IN THE

FEDERAL REGISTER).


http://www.sec.gov/rules/sro.shtml);
mailto:to_rule-comments@sec.gov
https://www.sec.gov/rules/sro.shtml
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For the Commission, by the Division of Trading and Markets, pursuant to delegated

authority.23

Sherry R. Haywood,

Assistant Secretary

3 17 CFR 200.30-3(a)(12).
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Exhibit 5
New text is underlined;
Deleted text is in [brackets]

MIAX Sapphire Options Exchange Fee Schedule

R I I

4) Testing and Certification Fees

L S

e) Member Testing Systems Environment Fe es

Access Type Monthly Fee
(Per Connection)
Virtual Private Network Free
Dedicated Cross Connect $1,000.00

VPN and dedicated cross connect both provide access to the testing systems environments of
MIAX Sapphire Options and each of its affiliated options markets.

f) Non-Member Testing Systems Environment Fees

Access Type Monthly Fee
(Per Connection)
Virtual Private Network Free
Dedicated Cross Connect $1,000.00

VPN and dedicated cross connect both provide access to the testing systems environments of
MIAX Sapphire Options and each of its affiliated options markets.

L
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