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For complete Form 19b-4 instructions please refer to the EFFS website.

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]J-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)

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.

Exhibit Sent As Paper Document

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.

Exhibit Sent As Paper Document

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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1. Text of the Proposed Rule Change

(a) MIAX Sapphire, LLC (“MIAX Sapphire” or “Exchange”), pursuant to the provisions
of Section 19(b)(1) of the Securities Exchange Act of 1934 (“Exchange Act” or “Act”)! and Rule
19b-4 thereunder,? proposes to (1) amend Exchange Rule 2040 to permit Floor Brokers3 to
execute Customer Cross Orders,* Complex Customer Cross Orders,> Qualified Contingent Cross
Orders, ¢ and Complex Qualified Contingent Cross Orders’ (collectively, the “Crossing Orders™)
on the Trading Floor® immediately without announcement to the trading crowd provided that
certain requirements are met; (2) amend Exchange Rule 2040(a)(4) to remove the reference to

paragraph “(a)” of Exchange Rule 518 to broaden the rule cross-reference; and (3) add an

! 15 U.S.C. 78s(b)(1).
2 17 CFR 240.19b-4.

A Floor Brokeris an individual who is registered with the Exchange for the purpose, while on the Trading
Floor, of acceptingand handling options orders. A Floor Brokermust be registered as a Floor Participant
priorto registering as a Floor Broker. A Floor Brokermay take into his own account, and subsequently
liquidate, any position thatresults from an error made while attempting to execute, as Floor Broker, an

order. See Exchange Rule 2015.

A Customer CrossOrderis comprised of a Priority Customer Orderto buy and a Priority Customer Order
to sell at the same price and for the same quantity. A Customer Cross Orderis not valid duringthe Opening
Process described in Rule 503. See Exchange Rule 516(1).

A Complex Customer Cross or “cC2C” Order is comprised of one Priority Customer complex orderto buy
and onePriority Customer complex order to sellat the same price and for the same quantity. Trading of
c¢C2C Orders is governed by Rule 515(g)(3). See Exchange Rule 518(b)(3).

A Qualified Contingent Cross Order is comprised of an originating order to buy or sell at least 1,000
contracts, or 10,000 mini-option contracts, that is identified as being partof a qualified contingent trade, as
that term is defined in Interpretation and Policy .01 below, coupled with a contra-side order or orders
totalinganequal number of contracts. A Qualified Contingent Cross Orderis not valid during the Opening
Process described in Rule 503. See Exchange Rule 516()).

A Complex Qualified Contingent Cross or “cQCC” Orderis comprised ofan originating complex order to
buy orsell where each componentisatleast 1,000 contracts that is identified as being part of a qualified
contingent trade, as definedin Rule 516, Interpretationand Policy .01, coupled with a contra-side complex
order or orders totaling an equal number of contracts. Trading of cQCC Orders is governed by Rule
515(g)(4). See Exchange Rule 518(b)(4).

The term “Trading Floor” or “Floor” meansthe physical trading floor of the Exchange located in Miami,
Florida. The Trading Floor shall consist of one “Crowd Area” or “Pit” where Floor Participants will be
locatedand option contracts will be traded. The Crowd Area or Pit shall be marked with specific visible
boundaries on the Trading Floor, as determined by the Exchange. A Floor Broker mustrepresent all orders
in an “open outcry” fashion in the Crowd Area. See Exchange Rule 100.
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explicit reference and description of the behavior of a QFO with an ISO designation (described
below) to the Exchange’s Rulebook to provide additional detail and clarity regarding trading on
the Exchange’s Trading Floor.

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

hereto as Exhibit 1, and a text of the proposed rule change is attached hereto as Exhibit 5.
(b) Not applicable.
(c) Not applicable.

2. Procedures of the 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 March 26,
2026. 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 Tao Pan, AVP
and Associate Counsel, at (609) 619-7942.

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

a. Purpose

The Exchange proposes to (1) amend Exchange Rule 2040 to permit Floor Brokers to
execute Crossing Orders on the Trading Floor immediately without announcement to the trading
crowd provided that certain requirements are met; (2) amend Exchange Rule 2040(a)(4) to
remove the reference to paragraph “(a)” of Exchange Rule 518 to broaden the rule cross-

reference; and (3) add an explicit reference and description of the behavior of a QFO with an
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ISO designation to the Exchange’s Rulebook to provide additional detail and clarity regarding
trading on the Exchange’s Trading Floor.

Background

Electronic Market

The MIAX Sapphire Exchange operates both an electronic market and a physical Trading
Floor. The electronic market supports both a Simple Order Book® and a Strategy Book.!? The
order types available to Members!! on the electronic market for the Simple Order Book are
described in Exchange Rule 516, Order Types. Specifically included in Rule 516 is a description
of a Customer Cross Order!? and a Qualified Contingent Cross Order.!3 The order types
available to Members on the electronic market for the Strategy Book are described in Rule 518,
Complex Orders. Specifically included in Rule 518(b) is a description of a Complex Customer
Cross Order (“cC2C”)!* and a Complex Qualified Contingent Cross Order (“cQCC”)15,

Customer Cross Orders

The trading of Customer Cross Orders is governed by Exchange Rule 515(g)(1).
Specifically, Rule 515(g)(1) provides that, “Customer Cross Orders, as defined in Rule 516(i),
are automatically executed upon entry provided that the execution (i) is at or between the best

bid and offer on the Exchange; (ii) is not at the same price as a Priority Customer Order on the

The “Simple Order Book” is the Exchange’s regular electronic book of orders and quotes. See Exchange
Rule 100.

The “Strategy Book” is the Exchange’s electronic book of complex orders. See Exchange Rule 100.

The term “Member” means anindividual or organization that is registered with the Exchange pursuant to
ChapterII of these Rules for purposes of trading on the Exchange as an“Electronic Exchange Member” or

“Market Maker.” Members are deemed “members” under the Exchange Act. See Exchange Rule 100.
12 See Exchange Rule 516(i).

See Exchange Rule 516()).
See Exchange Rule 518(b)(3).
See Exchange Rule 518(b)(4).
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Exchange’s Simple Order Book; and (iii) will not trade at a price inferior to the NBBO.” 16
Further, the rule provides, “[i]f trading interest exists on the Exchange’s Simple Order Book that
is subject to the Managed Interest Process pursuant to Rule 515(d)(2) when the Exchange
receives a Customer Cross Order, the System will reject the Customer Cross Order. Customer
Cross Orders will be automatically canceled if they cannot be executed. Rule 520, Interpretation
and Policy .01 applies to the entry and execution of Customer Cross Orders.”!”

Complex Customer Cross Orders

The trading of Complex Customer Cross Orders is governed by Rule 515(g)(3). Rule
515(g)(3) provides that, “cC2C Orders, as defined in Rule 518(b)(3), are automatically executed
upon entry provided that (A) a cC2C Order with a conforming ratio '® will be executed in
accordance with Rule 518(c)(1)(iv) and will improve the best price available on the Strategy
Book; and (B) a cC2C Order with a non-conforming ratio !° will be executed in accordance with
Rule 518(c)(1)(v) and will improve the best price available on the Strategy Book.”2° Rule
515(g)(3)(1) provides that, “cC2C Orders will be automatically canceled if they cannot be

executed.”?! Additionally, Rule 515(g)(3)(ii) provides that, “cC2C Orders may only be entered

16 See Exchange Rule 515(g)(1).
17 See Exchange Rule 515(g)(1).

A “conformingratio” is where the ratio between thesizes of the options components of a complex order is
equalto orgreaterthanone-to-three(.333)and less than or equal to three-to-one (3.00); and where one
component ofthe complex orderis the underlying security (stock or ETF) or security convertible into the
underlying stock (“convertible security”), the ratio between the option component(s) and the underlying
security (stockor ETF) or convertible security is less than or equal to eight-to-one (8.00). See Exchange
Rule 518(a).

A “non-conformingratio” is where the ratio between the sizes of the options components of a complex
orderis greater thanthree-to-one (3.00) or less than one-to-three (.333); or where one component of the
complex orderis the underlying security (stock or ETF) or security convertible into the underlying stock
(“convertible security”’), the ratio between the option component(s) and the underlying security (stock or
ETF) or convertible security is greater than eight-to-one (8.00).

20 See Exchange Rule 515(g)(3).
2 See Exchange Rule 515(g)(3)(i).
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in minimum trading increments of $0.01.”22 Rule 515(g)(3)(iii) provides that, “Rule 520,
Interpretation and Policy .01, applies to the entry and execution of ¢cC2C Orders.”?3 Finally,
Rule 515(g)(3)(iv) provides that, “[t]he Exchange will determine, on a class-by-class basis, the
option classes in which cC2C Orders are available for trading on the Exchange, and will
announce such classes to Members via Regulatory Circular.”24

Qualified Contingent Cross Orders

The trading of Qualified Contingent Cross Orders is governed by Rule 515(g)(2). Rule
515(g)(2) provides that, “Qualified Contingent Cross Orders, as defined in Rule 516(j), are
automatically executed upon entry provided that the execution (i) is not at the same price as a
Priority Customer Order on the Exchange’s Simple Order Book; and (ii) is at or between the
NBBO.”25 Further, the rule provides, “[i]f trading interest exists on the Exchange’s Simple
Order Book that is subject to the Managed Interest Process pursuant to Rule 515(d)(2) when the
Exchange receives a Qualified Contingent Cross Order, the System will reject the Qualified
Contingent Cross Order. Qualified Contingent Cross Orders will be automatically canceled if
they cannot be executed.”?26

Complex Qualified Contingent Cross Orders

The trading of Complex Qualified Contingent Cross Orders is governed by Rule
515(g)(4). Rule 515(g)(4) provides that, “cQCC Orders, as defined in Rule 518(b)(4), are

automatically executed upon entry provided that, with respect to each option leg of the cQCC

22

ee Exchange Rule 515(g)(3)(ii).
e Exchange Rule 515(g)(3)(iii).
e Exchange Rule 515(g)(3)(iv).
e Exchange Rule 515(g)(2).

e Id.

23

24

25

26

I‘” Iw |m |m €
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Order, the execution (i) is not at the same price as a Priority Customer Order on the Exchange’s
Simple Order Book; and (ii) is at or between the NBBO.”?7 Rule 515(g)(4)(i) provides that,
“cQCC Orders will be automatically canceled if they cannot be executed.”?® Additionally, Rule
515(g)(4)(i1) provides that, “cQCC Orders may only be entered in the minimum trading
increments applicable to complex orders under Rule 518(c)(1)(i) or 518(c)(1)(ii) if the cQCC
includes the stock component upon entry.”?® Rule 515(g)(4)(iii) provides that, “[t]he Exchange
will determine, on a class-by-class basis, the option classes in which cQCC Orders are available
for trading on the Exchange, and will announce such classes to Members via Regulatory
Circular.”3% Additionally, Rule 515(g)(4)(iv) provides that, “[a] cQCC Order may be entered
with or without the stock component. A cQCC Order entered without the stock component will
be treated as a complex strategy with only option components. A cQCC Order entered with the
stock component shall be subject to Rule 518.01. A Member that submits a cQCC Order to the
Exchange (with or without the stock component) represents that such order satisfies the
requirements of a qualified contingent trade (as described in Interpretations and Policies .01 of
Rule 516) and agrees to provide information to the Exchange related to the execution of the stock
component as determined by the Exchange and communicated via Regulatory Circular.”3! Rule
515(g)(4)(v) provides that, “[a] cQCC Order with a conforming ratio will be executed in
accordance with Rule 518(c)(1)(iv).” Finally, Rule 515(g)(4)(vi) provides that, “[a] cQCC Order

with a non-conforming ratio will be executed in accordance with Rule 518(c)(1)(v).”3? In sum,

27

ee Exchange Rule 515(g)(4).

e Exchange Rule 515(g)(4)(1).
e Exchange Rule 515(g)(4)(ii).
e Ex
e Ex

28
29

30 change Rule 515(g)(4 )(ii).

change Rule 515(g)(4)@iv).
ee Exchange Rule 515(g)(4)(v).

31

32
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the Crossing Orders described above are automatically executed upon entry provided that each
specific crossing order satisfies the requirements unique to that type of crossing order as
described.

Trading Floor

The Exchange operates a physical Trading Floor located in Miami, Florida. Only
Qualified Floor Orders (“QFOs”) may be transacted on the Trading Floor.33 QFOs may also be
complex orders as defined in Rule 518(a) with no more than the applicable number of legs, as
determined by the Exchange and communicated to Participants via Regulatory Circular.34
Additionally, Rule 2040(b) provides that all QFOs must be announced to the trading crowd, as
provided in Rule 2030(e)(2), prior to the QFO being submitted to the Exchange’s System to
facilitate post-trade workflows.

Proposal

The Exchange now proposes to amend Rule 2040(a)(4) to remove the reference to
paragraph (a) of Rule 518. Paragraph (a) of Rule 518 provides a generic definition of what a

“complex order” is on the Exchange.35 Exchange Rule 518(b), however, provides a list of

3 See Exchange Rule 2040(a)(2).
34 See Exchange Rule 2040(a)(4).
3 A“complex order”is any order involving the concurrent purchase and/or sale of two or more different options

in the same underlying security (the “legs” or “components” of the complex order), for the same account, in
a conforming or non-conformingratio as defined below for the purposes of executing a particular investment
strategy. Mini-options may only be part of a complex order that includes other mini-options. Only those
complex orders in the classes designated by the Exchange and communicated to Members via Regulatory
Circular with no more thanthe applicable number oflegs, as determined by the Exchange ona class-by-class
basis and communicated to Members via Regulatory Circular, are eligible for processing. The term complex
order also includes stock-option orders. A stock-option order is an order to buy or sell a stated number of
units of anunderlying security (stock or Exchange Traded Fund Share (“ETF”)) or a security convertible into
the underlying stock (“convertible security”) coupled with the purchase orsale of options contract(s) on the
opposite side of the market representing either (i) the same number of units of the underlying security or
convertible security, or (ii) the number of units of the underlying stock necessary to create a delta neutral
position where the ratio represents the total number of units of theunderlying security or convertible security
in the option leg to the total number of units of the underlying security or convertible security in the stock
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specific types of complex orders including Complex Customer Cross Order3¢ and Complex
Qualified Contingent Cross Order.3” The Exchange proposes to remove the reference to
paragraph (a) so that it is not mistakenly interpreted as excluding the complex order types
enumerated in paragraph (b).

Crossing Orders

The Exchange also proposes to amend Exchange Rule 2040 to permit Floor Brokers to
execute the Crossing Orders (as identified in this proposal) on the Trading Floor immediately,
without being announced to the trading crowd as required by Rule 2040(b), provided that the
requirements that allow each of the Crossing Orders to be executed immediately on the
electronic market are similarly satisfied on the Trading Floor.

Customer Cross Orders

Specifically, the Exchange proposes to adopt Interpretation and Policy .11 to Exchange
Rule 2040 related to Customer Cross Orders. The Exchange proposes to adopt rule text to
provide that, “[n]otwithstanding Exchange Rule 2040(b), Customer Cross Orders, as defined in
Exchange Rule 516(i), may be executed on the Trading Floor immediately without
announcement to the trading crowd provided that the execution (i) is at or between the best bid
and offer on the Exchange; (ii) is not at the same price as a Priority Customer Order on the
Exchange’s Simple Order Book; (iii) will not trade at a price inferior to the NBBO; and (iv) no

trading interest exists on the Exchange’s Simple Order Book that is subject to the Managed

leg. A stock-optionordermay have a conformingornon-conformingratio as defined below, and is subject
to the limitations set forth in Interpretation and Policy .01 of this Rule. Only those stock-option orders in the
classes designated by the Exchange and communicated to Members via Regulatory Circular with no more
than the applicable number of legs as determined by the Exchange on a class-by-class basis and
communicated to Members via Regulatory Circular, areeligible for processing.” See Exchange Rule 518(a).

36 See Exchange Rule 518(b)(3).
37 See Exchange Rule 518(b)(4).
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Interest Process pursuant to Rule 515(d)(2). Rule 520, Interpretation and Policy .01 applies to
Floor Broker execution of Customer Cross Orders.” The requirements that a Floor Broker must
satisfy to immediately execute Customer Cross Orders on the Trading Floor are identical to those
required in the electronic market pursuant to Exchange Rule 515(g)(1),3® with one minor
exception that is not applicable to the Trading Floor due to the separate and distinct execution
processes that exist between the electronic market and the Trading Floor. Specifically, the
Exchange does not propose to adopt the provision in Exchange Rule 515(g)(1) that states,
“Customer Cross Orders will be automatically canceled if they cannot be executed.” In the
electronic market, Electronic Exchange Members3° will submit a Customer Cross Order directly
into the System for execution, and if an order fails to satisfy the requirements of Exchange Rule
515(g)(1), the System will automatically cancel the order. By contrast, a Customer Cross Order
may be executed immediately on the Trading Floor prior to the order being submitted into the
System for post-trade validation. If an order fails the post-trade validation, the order will be
invalidated and returned to the Floor Broker. The processes are substantively similar in that they
both ensure that all the requirements necessary to immediately execute a Customer Cross Order
are satisfied. Therefore, the Exchange does not propose to adopt the automatic cancellation
provision in proposed Interpretation and Policy .11 to Exchange Rule 2040 as a similar
mechanism already exists on the Trading Floor. Additionally, the Exchange notes that at least

one other options exchange with a trading floor has a rule substantially similar to proposed

38 Exchange Rule 515(g)(1) provides that “Customer Cross Orders, as defined in Rule 516(1i), are

automatically executed upon entry provided that theexecution (i)is at orbetweenthebest bid and offer on
the Exchange; (ii) is not at the same price as a Priority Customer Order on the Exchange’s Simple Order
Book; and (iii) will not trade at a price inferior to the NBBO.”

39 The term “Electronic Exchange Member” or “EEM” means the holder of a Trading Permit who is a

Memberrepresentingas agent Public Customer Orders or Non-Customer Orders on the Exchange and
those non-Market Maker Members conducting proprietary trading. Electronic Exchange Members are
deemed “members” under the Exchange Act. See Exchange Rule 100.
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Interpretation and Policy .11 to Exchange Rule 2040, that requires that the execution (i) be at or
between the best bid and offer on the Exchange; (ii) is not at the same price as a Priority
Customer Order on the Exchange’s Simple Order Book; and (ii1) will not trade at a price inferior

to the NBBOQO.40

Complex Customer Cross Orders

The Exchange proposes to adopt Interpretation and Policy .12 to Exchange Rule 2040
related to Complex Customer Cross (“cC2C”) Orders. The Exchange proposes to adopt rule text
to provide that, “[n]otwithstanding Exchange Rule 2040(b), cC2C Orders, as defined in
Exchange Rule 518(b)(3), with a conforming ratio, may be executed on the Trading Floor
immediately without announcement to the trading crowd provided that the requirements of Rule
518(c)(1)(iv) are satisfied and the cC2C Order improves the best price available on the
Exchange’s Strategy Book.” The Exchange also proposes to adopt paragraph (a) to
Interpretation and Policy .12 to provide that, “cC2C Orders may be executed in minimum trading
increments of $0.01.” The Exchange proposes to adopt paragraph (b) to Interpretation and
Policy .12 to provide that, “cC2C Orders are only available on the Trading Floor in the option
classes announced by the Exchange as provided for in Exchange Rule 515(g)(3)(iv).” The
Exchange proposes to adopt paragraph (¢) to Interpretation and Policy .12 to provide that, “Rule
520, Interpretation and Policy .01 applies to Floor Broker execution of ¢cC2C Orders.” The
requirements that a Floor Broker must satisfy to immediately execute cC2C Orders on the

Trading Floor are identical to those required in the electronic market pursuant to Exchange Rule

40 See e.g. PHLX Rulebook, Options 8, Section 30(f) (providing, in relevant part, that “Customer Cross

Orders are automatically executed upon entry provided that the execution is at or between the best bid and
offeron the Exchange and (i) is not at the same price as a Public Customer Order on the Exchange’s limit
order book and (ii) will not trade through the NBBO.”)
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515(g)(3),4 with two minor exceptions. The first exception is related to one of the requirements
in Rule 515(g)(3) that is not applicable to the Trading Floor due to the separate and distinct
execution processes that exist between the electronic market and the Trading Floor. Specifically,
the Exchange does not propose to adopt the provision in Exchange Rule 515(g)(3)(i) that states,
“cC2C Orders will be automatically canceled if they cannot be executed.” In the electronic
market, Electronic Exchange Members will submit a cC2C Order directly into the System for
execution, and if an order fails to satisfy the requirements of Exchange Rule 515(g)(3), the
System will automatically cancel the order. By contrast, a cC2C Order may be executed
immediately on the Trading Floor, prior to the order being submitted into the System for post-
trade validation. If an order fails the post-trade validation, the order will be invalidated and
returned to the Floor Broker. The processes are substantively similar in that they both ensure
that all the requirements necessary to immediately execute a cC2C Order are satisfied.
Therefore, the Exchange does not propose to adopt the automatic cancellation provision in
proposed Interpretation and Policy .12 to Exchange Rule 2040 as a similar mechanism already
exists on the Trading Floor. The second exception is that only Complex Customer Cross Orders
with a conforming ratio would be permitted to be executed on the Trading Floor immediately
without announcement to the trading crowd, as provided in proposed Interpretation and Policy

.12. By contrast, today, two Priority Customer Orders in open outcry pursuant to proposed

4l Exchange Rule 515(g)(3) provides that “cC2C Orders, as defined in Rule 518(b)(3), are automatically
executed upon entry provided that: (A) a cC2C Order with a conforming ratio will be executed in
accordance with Rule 518(c)(1)(iv) and will improvethe best price available on the Strategy Book; and (B)
a ¢C2C Order with a non-conformingratio will be executed in accordance with Rule 518(c)(1)(v) and will
improve thebestprice available onthe Strategy Book. (i) cC2C Orders will be automatically canceled if
they cannot be executed. (ij) ¢C2C Orders may only be entered in minimum trading increments of $0.01.
(ii)) Rule 520, Interpretation and Policy .01, applies to the entry and execution of cC2C Orders. (iv) The
Exchange will determine, on a class-by-class basis, the option classes in which cC2C Orders are available
for trading on the Exchange, and will announce such classes to Members via Regulatory Circular.”
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Exchange Rule 2040(a)(4) may be in either conforming or non-conforming ratios.*?> The
Exchange proposes to permit only Complex Customer Cross Orders with a conforming ratio to
be executed on the Trading Floor immediately without announcement to the trading crowd in
order to align its rules to that of another options exchange that provides a trading floor.43 The
Exchange notes that Floor Brokers may continue to cross two Priority Customer Orders in open
outcry pursuant to Exchange Rule 2040(a)(4). This would be necessary if a Floor Broker desired
to cross two Priority Customer Orders with non-conforming ratios. The Exchange notes that at
least one other options exchange with a trading floor has a substantially similar rule that allows
for the immediate execution of Complex Customer Cross Orders provided that the order is in a
conforming ratio and the order will not trade ahead of a Priority Customer Order on the Simple
Order Book without improving the SBBO of at least one option component of the complex

strategy. 44

42 As mentioned above, proposed Exchange Rule 2040(a)(4) provides that “QFOs may be complex orders as

defined in Rule 518...” Floor Brokers may execute complex orders such as Complex Customer Cross
Orders on the Trading Floor. Exchange Rule 518(b)(3) states that“...[t]Jrading of cC2C Orders is governed
by Rule 515(g)(3).” Pursuant to Exchange Rule 515(g)(3),cC2C Orders canbe entered into the System in
either conforming or non-conforming ratios.

+ See PHLX Rulebook, Options 8, Section 30(g) (providing, in relevant part, that “Only Complex Customer

Cross Orders with a conforming ratio as defined in Options 1, Section 1(b)(13) will be accepted.”).

a4 See e.g. PHLX Rulebook, Options 8, Section 30(g) (providing, in relevantpart, that “Complex Orders may

be entered as Customer Cross Orders, as defined in Options 8, Section 32(g). Such orders will be
automatically executed upon entry so longas: (i) the price of the transaction is at or within the bestbid and
offer for the same complex strategy on the Complex Order Book; (ii) there are no Public Customer
Complex Orders forthesame strategy at thesame price on the Complex Order Book; and (iii) the options
legs can be executedatprices thatcomply with the provisions of Options 3, Section 14(c)(2). ©“) Options 3,
Section 14(c)(2)(i) provides that Complex Options Strategies may be executed at a total credit or debit
price with one other member organization without giving priority to bids or offers established on the
Exchange thatare nobetter than the bids or offers in the individual options series comprising such total
credit ordebit; provided, however, that if any of the bids or offers established on the Exchange consist of a
Public Customer Order, the price ofatleastone leg of the complex strategy must trade at a price that is
betterthanthe corresponding bid or offer on the Exchange by atleast one minimum trading increment for
the series as defined in Options 3, Section 3. Options 8, Section 30(g) also provides that only Complex
Customer Cross Orders with a conformingratio as defined in Options 1, Section 1(b)(13) will be accepted.
The Exchange notes thatonly Complex Customer Cross Orders with a conformingratio would be permitted
to executed on the Trading Floor immediately withoutannouncement to the trading crowd as provided in



SR-SAPPHIRE-2026-19 Page 15 of 66

Qualified Contingent Cross Orders

The Exchange proposes to adopt Interpretation and Policy .13 to Exchange Rule 2040
related to Qualified Contingent Cross Orders. The Exchange proposes to adopt rule text to
provide that, “[n]otwithstanding Exchange Rule 2040(b), Qualified Contingent Cross Orders, as
defined in Exchange Rule 516(j), may be executed on the Trading Floor immediately without
announcement to the trading crowd provided that the execution (i) is not at the same price as a
Priority Customer Order on the Exchange’s Simple Order Book; (ii) is at or between the NBBO;
and (iii) no trading interest exists on the Exchange’s Simple Order Book that is subject to the
Managed Interest Process pursuant to Rule 515(d)(2).” The requirements that a Floor Broker
must satisfy to immediately execute Qualified Contingent Cross Orders on the Trading Floor are
identical to those required in the electronic market pursuant to Exchange Rule 515(g)(2)# with
one minor exception that is not applicable to the Trading Floor due to the separate and distinct
execution processes that exist between the electronic market and the Trading Floor. Specifically,
the Exchange does not propose to adopt the provision in Exchange Rule 515(g)(2) that states,
“Qualified Contingent Cross Orders will be automatically canceled if they cannot be executed.”
In the electronic market, Electronic Exchange Members will submit a Qualified Contingent
Cross Order directly into the System for execution, and if an order fails to satisfy the
requirements of Exchange Rule 515(g)(2), the System will automatically cancel the order. By
contrast, a Qualified Continent Cross Order may be executed immediately on the Trading Floor,

prior to the order being submitted into the System for post-trade validation. If an order fails the

proposed Interpretation and Policy .12, which is substantively similar to PHLX Rulebook, Options 8,
Section 30(g).
4 Exchange Rule 515(g)(2) provides that“Qualified Contingent Cross Orders, as defined in Rule 516(j), are

automatically executed upon entry provided that the execution (i) is not at the same price as a Priority
Customer Order on the Exchange’s Simple Order Book; and (ii) is at or between the NBBO...”
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post-trade validation, the order will be invalidated and returned to the Floor Broker. The
processes are substantively similar in that they both ensure that all the requirements necessary to
immediately execute a Qualified Contingent Cross Order are satisfied. Therefore, the Exchange
does not propose to adopt the automatic cancellation provision in proposed Interpretation and
Policy .13 to Exchange Rule 2040 as a similar mechanism already exists on the Trading Floor.
Additionally, the Exchange notes at least one other options exchange with a trading floor has a
rule substantially similar to proposed Interpretation and Policy .13 to Exchange Rule 2040 that
requires that the execution (i) is not at the same price as a Priority Customer Order on the
Exchange’s Simple Order Book; and (ii) is at or between the NBBO. 46

Complex Qualified Contingent Cross Orders

The Exchange proposes to adopt Interpretation and Policy .14 to Exchange Rule 2040
related to Complex Qualified Contingent Cross (“cQCC”) Orders. The Exchange proposes to
adopt rule text to provide that, “[n]otwithstanding Exchange Rule 2040(b), cQCC Orders, as
defined in Exchange Rule 518(b)(4), may be executed on the Trading Floor immediately without
announcement to the trading crowd provided that, with respect to each option leg of the cQCC
Order, the execution (i) is not at the same price as a Priority Customer Order on the Exchange’s
Simple Order Book; and (ii) is at or between the NBBO.” The Exchange proposes to adopt
paragraph (a) to Interpretation and Policy .14 to provide that, “cQCC Orders may only be
executed in the minimum trading increments applicable to complex orders under Exchange Rule

518(c)(1)(1) or 518(c)(1)(ii) if the cQCC Order includes the stock component upon entry.” The

46 See e.g. PHLX Rulebook, Options 8, Section 30(e) (providing, in relevant part, that “A Floor Qualified
Contingent Cross Ordershallbe transacted as specified in Options 3, Section 12(c) and (d).”). Options 3,
Section 12(c) states that “Qualified Contingent Cross Orders are automatically executed upon entry
provided thatthe execution (i) is not at the sameprice as a Public Customer Orderon the Exchange's limit
order book and (i) is at or between the better of the internal PBBO or the NBBO.”
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Exchange proposes to adopt paragraph (b) to Interpretation and Policy .14 to provide that,
“cQCC Orders are only available on the Trading Floor in the option classes announced by the
Exchange as provided for in Exchange Rule 515(g)(4)(ii1).” The Exchange proposes to adopt
paragraph (c) to Interpretation and Policy .14 to provide that, “a cQCC Order may be executed
with or without the stock component. A ¢cQCC Order executed without the stock component will
be treated as a complex strategy with only option components. A cQCC Order executed with the
stock component shall be subject to Exchange Rule 518, Interpretation and Policy .01(a). A
Member that submits a cQCC Order to the Exchange’s System (with or without the stock
component) represents that such order satisfies the requirements of a qualified contingent trade
(as described in Interpretations and Policies .01 of Exchange Rule 516) and agrees to provide
information to the Exchange related to the execution of the stock component as determined by
the Exchange and communicated via Regulatory Circular.” The Exchange proposes to adopt
paragraph (d) to Interpretation and Policy .14 to provide that, “a cQCC Order with a conforming
ratio will be executed in accordance with Exchange Rule 518(c)(1)(iv).” The Exchange proposes
to adopt paragraph (e) to Interpretation and Policy .14 to provide that, “a cQCC Order with a
non-conforming ratio will be executed in accordance with Exchange Rule 518(c)(1)(v).” The
requirements that a Floor Broker must satisfy to immediately execute cQCC Orders on the
Trading Floor are identical to those required in the electronic market pursuant to Exchange Rule
515(g)(4)#” with one minor exception that is not applicable to the Trading Floor due to the
separate and distinct execution processes that exist between the electronic market and the

Trading Floor. Specifically, the Exchange does not propose to adopt the provision in Exchange

4 Exchange Rule 515(g)(4) provides that “cQCC Orders, as defined in Rule 518(b)(4), are automatically
executed upon entry provided that, with respect to each option leg of the cQCC Order, the execution (i) is
not atthe sameprice as a Priority Customer Order on the Exchange’s Simple Order Book; and (ii) is at or
between the NBBO...”
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Rule 515(g)(4) that states, “cQCC Orders will be automatically canceled if they cannot be
executed.” In the electronic market, Electronic Exchange Members will submit a cQCC Order
directly into the System for execution, and if an order fails to satisfy the requirements of
Exchange Rule 515(g)(4), the System will automatically cancel the order. By contrast, a cQCC
Order may be executed immediately on the Trading Floor, prior to the order being submitted into
the System for post-trade validation. If an order fails the post-trade validation, the order will be
invalidated and returned to the Floor Broker. The processes are substantively similar in that they
both ensure that all the requirements necessary to immediately execute a cQCC Order are
satisfied. Therefore, the Exchange does not propose to adopt the automatic cancellation
provision in proposed Interpretation and Policy .14 to Exchange Rule 2040 as a similar
mechanism already exists on the Trading Floor. Additionally, the Exchange notes at least one
other options exchange with a trading floor has a rule substantially similar to proposed
Interpretation and Policy .14 to Exchange Rule 2040 that requires, with respect to each option
leg of the cQCC Order, that the execution (i) is not at the same price as a Priority Customer
Order on the Exchange’s Simple Order Book; and (ii) is at or between the NBBO. 48

The purpose of the proposed rule changes is to align and harmonize the rules governing
the electronic market and Trading Floor. The Exchange’s proposal would permit Floor Brokers
to immediately execute the Crossing Orders pursuant to proposed Interpretations and Policies .11

through .14 to Exchange Rule 2040 utilizing the same order entry requirements as the Members

48 See e.g. PHLX Rulebook, Options 8, Section 30(e) (providing, in relevant part, that “[a] Floor Qualified
Contingent Cross Order shall be transacted as specified in Options 3, Section 12(c) and (d).”). Options 3,
Section 12(d) provides, in relevant part, that “Complex Options Orders may be entered as Qualified
Contingent Cross Orders so long as ...(iii) the options legs can be executed at prices that (A) are at or
between the better of the internal PBBO or the NBBO for the individual series, and (B) comply with the
provisions of Options 3, Section 14(c)(2)(i), provided that no legs of the Complex Options Order can be
executed at the same price as a Public Customer Order on the Exchange in the individual options series.”
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that transact business electronically pursuant to Exchange Rule 515(g)(1) through (4). The
requirements that a Floor Broker must satisfy to immediately execute the Crossing Orders on the
Trading Floor are identical to those required in the electronic market with certain exceptions that
are not applicable to the Trading Floor due to the separate and distinct execution processes that
exists between the electronic market and the Trading Floor. The Exchange notes that at least one
other options exchange with a trading floor has substantially similar rules.*

QFO With an ISO Designation

The Exchange proposes to adopt Interpretation and Policy .10 to Exchange Rule 2040 to
explicitly state that a two-sided order (“Qualified Floor Order” or “QFO”) with an Intermarket
Sweep Order (“ISO”)%0 designation can be executed on the Trading Floor and entered into the
Exchange’s System to facilitate post-trade workflow. The Exchange proposes to add this explicit
reference and description of the behavior of a QFO with an ISO designation into the Exchange
Rulebook to provide greater detail to the Rulebook.

An Intermarket Sweep Order (“ISO”), as defined in Exchange Rule 1400(i),5! is a limit

order that is designated by a Member as an ISO in the manner prescribed by the Exchange, and is

49

See supra notes 40, 44,46, and 48.

30 An Intermarket Sweep Order or “ISO”, as defined in Rule 1400(i), is a limit order that is designated by a
Member as an ISO in the manner prescribed by the Exchange, and is executed within the System by
Members without respectto Protected Quotations of other Eligible Exchanges as defined in Rule 1400(q)
and (g). ISOs are immediately executable within the System and shallnot be eligible forrouting, ISOs that
are not designated as immediate or cancel will be cancelled by the System if not executed upon receipt.
Simultaneously with the routingofanISO to the System, one or moreadditional limit orders, as necessary,
are routed by the entering Member to execute against the full displayed size of any Protected Bid or
Protected Offer (as defined in Rule 1400(p)) in the case of a limit order to sell or buy with a price that is
superiorto the limit price of the limit orderidentifiedas an ISO. These additional routed orders must be
identified as ISOs. An ISOisnot valid during the Opening Process described in Rule 503. See Exchange

Rule 516(f).
31 Rule 1400 contained in Chapter XIV of MIAX Options Exchange Rulebook is incorporated by reference

into MIAX Sapphire Options Exchange Rulebook and therefore is a MIAX Sapphire Rule applicable to
MIAX Sapphire Members. See Chapter XIV of the MIAX Sapphire Options Exchange Rulebook.
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executed within the System by Members without respect to Protected Quotations>2 of other
Eligible Exchanges?>3 as defined in Rule 1400(q) and (g).5* A Member may submit an ISO to the
Exchange only if it has simultaneously routed one or more additional ISOs to execute against the
full displayed size of any Protected Bid, > in the case of a limit order to sell, or Protected Offer,>¢
in the case of a limit order to buy, for an options series with a price that is superior to the limit
price of the ISO.

The Exchange notes that it currently allows a Floor Broker to execute a QFO with an ISO
designation. The Exchange now proposes to add this explicit reference and description of the
behavior of a QFO with an ISO designation to provide greater detail within the Rulebook.
Specifically, the Exchange proposes to adopt Interpretation and Policy .10 to Exchange Rule
2040 to provide that notwithstanding Exchange Rule 2040(e), a QFO with an ISO designation
will be processed without regard for better priced Protected Bids or Protected Offers (as defined
in Exchange Rule 1400) because the Member submitting the QFO to the Exchange’s System has
simultaneously transmitted one or more ISOs, as necessary, to execute against the full displayed
size of any Protected Bid or Protected Offer. The Exchange processes the QFO with an ISO

designation in the same manner that it currently processes QFOs without an ISO designation,

52 “Protected Quotation” means a Protected Bid or Protected Offer. See Exchange Rule 1400(q).

3 “Eligible Exchange”means a national securities exchange registered with the SEC in accordance with

Section 6(a)ofthe Exchange Act that: (1) is a Participant Exchange in OCC (as that term is defined in
Section VII of the OCC by-laws); (2)isa party to the OPRA Plan (as thattermis described in Section I of
the OPRA Plan); and (3) if the national securities exchange isnot a party to the Options Order Protection
and Locked/Crossed Markets Plan as defined below, is a participant in another plan approved by the
Commission providing for comparable Trade-Through and Locked and Crossed Market protection. See

Exchange Rule 1400(g).
34 See Exchange Rule 516(f).

5 “Protected Bid” or “Protected Offer” means a Bid or Offer in an options series, respectively, that: (a) is

disseminated pursuant tothe OPRA Plan; and (b) is the Best Bid or Best Offer, respectively, displayed by
an Eligible Exchange. See Exchange Rule 1400(p).

% See Id.
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except that it accepts the QFOs with an ISO designation without protecting away prices. The
Member submitting the QFO with an ISO designation shall bear the responsibility to clear all
better priced interest away simultaneously with the submission of the QFO with an ISO
designation to the Exchange.

The proposed rule change to add an explicit reference and description of the behavior of a
QFO with an ISO designation to the Exchange Rulebook is intended to provide greater detail
within the Exchange’s Rulebook.

b. Statutory Basis

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 designed to
promote just and equitable principles of trade, to foster cooperation and coordination with
persons engaged in facilitating transactions in securities, to remove impediments to and perfect
the mechanism of a free and open market and a national market system and, in general, to protect
investors and the public interest.

The proposal to add an explicit reference and description of the behavior of a QFO with
an ISO designation to the Exchange’s Rulebook is designed to provide greater detail within the
Exchange’s Rulebook. The proposal to amend Exchange Rule 2040(a)(4) is to ensure that it is
not mistakenly interpreted as excluding the complex order types enumerated in paragraph (b).
These proposed rule changes are not as a result of any changes made to the Exchange
functionality, operations, policies or procedures, but are rather designed to provide greater detail

and better reflect the current operation of the Exchange’s Trading Floor in the Exchange’s

57 15 US.C. 78£(b).
8 15 U.S.C. 78£(b)(5).
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Rulebook. These proposed non-substantive changes would ensure that the Exchange’s Rules are
clear, concise, and easier to understand. In addition, the proposed rule changes would reduce
potential investor and market participant confusion and therefore remove impediments to and
perfect the mechanism of a free and open market and a national market system by ensuring that
investors and market participants can more easily navigate, understand and comply with the
Exchange’s Rules. The Exchange also believes that the proposed rule changes would remove
impediments to and perfects the mechanism of a free and open market by ensuring that persons
subject to the Exchange’s jurisdiction, regulators, and the investing public can more easily
navigate and understand the Exchange’s Rules. The proposed rule changes are consistent with
the public interest and the protection of investors because investors will not be harmed and in
fact would benefit from the increased transparency and clarity, thereby reducing potential
confusion.

Permitting Floor Brokers to immediately execute Crossing Orders (as defined herein)
without having to first announce the order to the trading crowd is consistent with the Act because
it would permit Floor Brokers to execute these orders similarly to how these orders are executed
on the electronic market, provided similar requirements for each specific order type are similarly
satisfied. The Exchange believesthat the proposed rule changes would remove impediments to
and perfect the mechanism of a free and open market by placing Floor Brokers on equal footing
with Members that trade Crossing Orders electronically. The proposed rule changes are
consistent with the public interest and the protection of investors because it would harmonize the
requirements for immediate execution of Crossing Orders on the Trading Floor to those of the
electronic market, with certain exceptions as discussed above.

Customer Cross Orders
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Identical to Members that transact electronically, with one minor exception that is not
applicable to the Trading Floor due to the separate and distinct execution processes, Floor
Brokers may immediately execute Customer Cross Orders on the Trading Floor provided the
requirements mandated for automatic execution in the electronic market are similarly satisfied on
the Trading Floor. Specifically, a Customer Cross Order may be executed immediately on the
Trading Floor so long as the execution (i) is at or between the best bid and offer on the
Exchange; (i1) is not at the same price as a Priority Customer Order on the Exchange’s Simple
Order Book; (iii) will not trade at a price inferior to the NBBO; and (iv) no trading interest exists
on the Exchange’s Simple Order Book that is subject to the Managed Interest Process pursuant to
Rule 515(d)(2).%° The Exchange does not propose to adopt the provision in Exchange Rule
515(g)(1) that states, “Customer Cross Orders will be automatically canceled if they cannot be
executed.” In the electronic market, Electronic Exchange Members will submit a Customer
Cross Order directly into the System for execution, and if an order fails to satisfy the
requirements of Exchange Rule 515(g)(1), the System will automatically cancel the order. By
contrast, a Customer Cross Order may be executed immediately on the Trading Floor, prior to
the order being submitted into the System for post-trade validation. If an order fails the post-
trade validation, the order will be invalidated and returned to the Floor Broker. The processes
are substantively similar in that they both ensure that all the requirements necessary to
immediately execute a Customer Cross Order are satisfied. Therefore, the Exchange does not
propose to adopt the automatic cancellation provision in proposed Interpretation and Policy .11
to Exchange Rule 2040 as a similar mechanism already exists on the Trading Floor.

Complex Customer Cross Orders

59

See proposed Interpretation and Policy .11 to Exchange Rule 2040.
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Additionally, identical to Members that transact electronically, with two minor
exceptions, Floor Brokers may immediately execute cC2C Orders on the Trading Floor provided
the requirements mandated for automatic execution in the electronic market are similarly
satisfied on the Trading Floor. Specifically, a cC2C Order may be executed immediately on the
Trading Floor so long as: the requirements of Rule 518(c)(1)(iv) are satisfied and the cC2C
Order improves the best price available on the Exchange’s Strategy Book.% The first exception
is related to one of the requirements in Rule 515(g)(3) that is not applicable to the Trading Floor
due to the separate and distinct execution processes that exist between the electronic market and
the Trading Floor. The Exchange does not propose to adopt the provision in Exchange Rule
515(g)(3)(i) that states, “cC2C Orders will be automatically canceled if they cannot be
executed.” In the electronic market, Electronic Exchange Members will submit a cC2C Order
directly into the System for execution, and if an order fails to satisfy the requirements of
Exchange Rule 515(g)(3), the System will automatically cancel the order. By contrast, a cC2C
Order may be executed immediately on the Trading Floor, prior to the order being submitted into
the System for post-trade validation. If an order fails the post-trade validation, the order will be
invalidated and returned to the Floor Broker. The processes are substantively similar in that they
both ensure that all the requirements necessary to immediately execute a cC2C Order are
satisfied. Therefore, the Exchange does not propose to adopt the automatic cancellation
provision in proposed Interpretation and Policy .12 to Exchange Rule 2040 as a similar
mechanism already exists on the Trading Floor. The second exception is that the Exchange
would permit only cC2C Orders with a conforming ratio to be executed on the Trading Floor

immediately without announcement to the trading crowd in order to align its rules with those of

60

See proposed Interpretation and Policy .12 to Exchange Rule 2040.
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other options exchanges. The Exchange notes that at least one other options exchange similarly
permits only Complex Customer Cross Orders with a conforming ratio to be executed on the
Trading Floor immediately without announcement to the trading crowd. ¢!

Qualified Contingent Cross Orders

Identical to Members that transact electronically, with one minor exception that is not
applicable to the Trading Floor due to the separate and distinct execution processes, Floor
Brokers may immediately execute Qualified Contingent Cross Orders on the Trading Floor
provided the requirements mandated for automatic execution in the electronic market are
similarly satisfied on the Trading Floor. Specifically, a Qualified Contingent Cross Order may
be executed immediately on the Trading Floor so long as the execution (i) is not at the same
price as a Priority Customer Order on the Exchange’s Simple Order Book; (ii) is at or between
the NBBO; and (iii) no trading interest exists on the Exchange’s Simple Order Book that is
subject to the Managed Interest Process pursuant to Rule 515(d)(2).%2 The Exchange does not
propose to adopt the provision in Exchange Rule 515(g)(2) that states, “Qualified Contingent
Cross Orders will be automatically canceled if they cannot be executed.” In the electronic
market, Electronic Exchange Members will submit a Qualified Contingent Cross Order directly
into the System for execution, and if an order fails to satisfy the requirements of Exchange Rule
515(g)(2), the System will automatically cancel the order. By contrast, a Qualified Contingent
Cross Order may be executed immediately on the Trading Floor, prior to the order being
submitted into the System for post-trade validation. If an order fails the post-trade validation, the

order will be invalidated and returned to the Floor Broker. The processes are substantively

o1 See PHLX Rulebook, Options 8, Section 30(g) (providing, in relevant part, that “Only Complex Customer

Cross Orders with a conforming ratio as defined in Options 1, Section 1(b)(13) will be accepted.”).
62

See proposed Interpretation and Policy .13 to Exchange Rule 2040.
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similar in that they both ensure that all the requirements necessary to immediately execute a
Qualified Contingent Cross Order are satisfied. Therefore, the Exchange does not propose to
adopt the automatic cancellation provision in proposed Interpretation and Policy .13 to Exchange
Rule 2040 as a similar mechanism already exists on the Trading Floor.

Complex Qualified Contingent Cross Orders

Identical to Members that transact electronically, with one minor exception that is not
applicable to the Trading Floor due to the separate and distinct execution processes, Floor
Brokers may immediately execute cQCC Orders on the Trading Floor provided the requirements
mandated for automatic execution in the electronic market are similarly satisfied on the Trading
Floor. Specifically, a cQCC Order may be executed immediately on the Trading Floor so long
as: with respect to each option leg of the cQCC Order, the execution (i) is not at the same price
as a Priority Customer Order on the Exchange’s Simple Order Book; and (ii) is at or between the
NBBO.% The Exchange does not propose to adopt the provision in Exchange Rule 515(g)(4)
that states, “cQCC Orders will be automatically canceled if they cannot be executed.” In the
electronic market, Electronic Exchange Members will submit a cQCC Order directly into the
System for execution, and if an order fails to satisfy the requirements of Exchange Rule
515(g)(4), the System will automatically cancel the order. By contrast, a cQCC Order may be
executed immediately on the Trading Floor, prior to the order being submitted into the System
for post-trade validation. If an order fails the post-trade validation, the order will be invalidated
and returned to the Floor Broker. The processes are substantively similar in that they both
ensure that all the requirements necessary to immediately execute a cQCC Order are satisfied.

Therefore, the Exchange does not propose to adopt the automatic cancellation provision in

63

See proposed Interpretation and Policy .14 to Exchange Rule 2040.



SR-SAPPHIRE-2026-19 Page 27 of 66

proposed Interpretation and Policy .14 to Exchange Rule 2040 as a similar mechanism already
exists on the Trading Floor.

Further, the Exchange believes it is consistent with the Act and the protection of investors
to permit the Crossing Orders to be executed on the Trading Floor immediately without
announcement to the trading crowd. This would place them on equal footing with Members that
trade these orders electronically. With this proposal, Floor Brokers may only immediately
execute cC2C Orders (without announcement) if such orders are in conforming ratios as
proposed in Interpretation and Policy .12 to Exchange Rule 2040, however Floor Brokers would
be able to continue to cross two Priority Customer Orders in open outcry pursuant to Exchange
Rule 2040(a)(4). This would be necessary if a Floor Broker desired to cross two Priority
Customer Orders with non-conforming ratios because under proposed Interpretation and Policy
.12 to Exchange Rule 2040 only Complex Customer Cross Orders with a conforming ratio are
accepted for electronic processing. The Exchange proposes to permit only Complex Customer
Cross Orders with a conforming ratio to be executed on the Trading Floor immediately without
announcement to the trading crowd in order to align its rules with that of another options
exchange that has a trading floor. Specifically, the Exchange notes that at least one other options
exchange similarly permits only Complex Customer Cross Orders with a conforming ratio to be
executed on the Trading Floor immediately without announcement to the trading crowd.%*

Permitting Floor Brokers to only submit cQCC Orders with a stock/ETF component if
such orders comply with the Qualified Contingent Trade Exemption from Rule 611(a) of

Regulation NMS is consistent with the Act and the protection of investors.® Proposed

64

See supra note 43.
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See proposed Interpretation and Policy .14(c) of Exchange Rule 2040.
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Interpretation and Policy.14(c) to Exchange Rule 2040 will require that Floor Brokers submitting
such orders with a stock/ETF component represent that such orders comply with the Qualified
Contingent Trade Exemption. This proposal is consistent with today’s treatment of Complex
Orders with a stock/ETF component and is not changing the manner in which a Complex Order
with a stock/ETF component is treated today on the Exchange. %6

Section 11(a) and the rules thereunder generally prohibit members of an exchange from
effecting transactions on the exchange for their own account, the account of an associated
person, or an account with respect to which it or an associated person thereof exercises
investment discretion unless an exemption applies.®” With respect to the application of the
Crossing Orders to Section 11(a) of the Act and the rules thereunder, the Exchange notes that the
entry and execution of the Crossing Orders raises no novel issues under Section 11(a) and the
rules thereunder from a compliance, surveillance or enforcement perspective. Floor Brokers are
required to comply and the Exchange surveils for compliance with Section 11(a) and the rules
thereunder when using Exchange systems to effect transactions using existing order types, and
they will be required to comply with Section 11(a) and the rules thereunder when using the
Crossing Orders as amended. 8

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

The Exchange does not believe that the proposed rule changes will impose any burden on

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

66

See Interpretation and Policy .01 of Exchange Rule 518.

67 See 15 U.S.C. 78k(a). Section 11 (a) contains multiple exemptions, including exemptions for thoseacting in

the capacity of market makers, as odd-lot dealers, and those engaged in stabilizing conduct; there are also
rule-based exemptions suchas the “effect vs. execute” exceptionunder SEC Rule 11a2-2(T) underthe Act.
See 17 CFR 240.11a2-2(T).

See also Interpretation and Policy .05 of Exchange Rule 2040.

68
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Intramarket Competition

The Exchange believes the proposed rule changes do not impose any burden on
intramarket competition that is not necessary or appropriate in furtherance of the purposes of the
Act. The proposed changes to add an explicit reference and description of the behavior of a QFO
with an ISO designation to the Exchange’s Rulebook and amend Exchange Rule 2040(a)(4) to
remove the reference to paragraph (a) of Rule 518 are not intended to address competitive issues
but rather are concerned solely with making clarifying changes to the rule text with no proposed
changes to related functionality. The proposal to permit Floor Brokers to execute certain
Crossing Orders on the Trading Floor immediately without announcement to the trading crowd
does not impose any burden on intramarket competition because today Members that transact
electronically are subject to identical rules, with certain exceptions that are not applicable to the
Trading Floor due to the distinct execution processes, and may enter such orders without
exposing such orders. The proposal does not impose an undue burden on intramarket
competition because all Floor Brokers may similarly execute Crossing Orders.

Intermarket Competition

The Exchange believes the proposed rule changes do not impose any burden on
intermarket competition that is not necessary or appropriate in furtherance of the purposes of the
Act. The proposed changes to add an explicit reference and description of the behavior of a QFO
with an ISO designation to the Exchange’s Rulebook and amend Exchange Rule 2040(a)(4) to
remove the reference to paragraph (a) of Rule 518 are not intended to address competitive issues
but rather are concerned solely with making clarifying changes to the rule text with no proposed
changes to related functionality. The proposal to permit Floor Brokers to execute certain

Crossing Orders on the Trading Floor immediately without announcement to the trading crowd
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does not impose any burden on intermarket competition because at least one other options
exchange with a trading floor has similar rules.

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

No written comments were either solicited or received.

6. Extension of Time Period for Commission Action
Not applicable.
7. Basis for Summary Effectiveness Pursuant to Section 19(b)(3) or for Accelerated

Effectiveness Pursuant to Section 19(b)(2)

Pursuant to Section 19(b)(3)(A) of the Act’® and Rule 19b-4(f)(6)7! thereunder, the
Exchange has designated this proposal as one that effects a change that: (i) does not significantly
affect the protection of investors or the public interest; (i1) does not impose any significant
burden on competition; and (iii) by its terms, does not become operative for 30 days after the
date of the filing, or such shorter time as the Commission may designate if consistent with the
protection of investors and the public interest.

The Exchange believes that the proposed rule changes would not significantly affect the
protection of investors or the public interest. The proposed changes to add an explicit reference
and description of the behavior of a QFO with an ISO designation to the Exchange’s Rulebook
and amend Exchange Rule 2040(a)(4) to remove the reference to paragraph (a) of Rule 518
would not adversely affect investors or the public interest, as the Exchange is proposing non-
substantive changes to make clarifying changes to the rule text with no proposed changes to

related functionality. Rather, the proposed changes would contribute to the orderly operation of
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See supra notes 40, 44,46, and 48.
" 15 U.S.C. 78s(b)(3)(A).
" 17 CFR 240.19b-4(f)(6).
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the Exchange by ensuring the accuracy of, and adding clarity and transparency to, the
Exchange’s Rules to the benefit of investors and the investing public.

The Exchange’s treatment of Crossing Orders on the Trading Floor does not significantly
affect the protection of investors or the public interest but rather promotes the protection of
investors and the public interest because it harmonizes the requirements for immediate execution
of Crossing Orders on the Trading Floor to those of the electronic market, with certain
exceptions as discussed above. Further, permitting Crossing Orders to be executed on the
Trading Floor immediately without announcement to the trading crowd does not significantly
affect the protection of investors or the public interest because the proposal would place Floor
Brokers on equal footing with Members that trade these orders electronically. Floor Brokers
may continue to cross two Priority Customer Orders in open outcry pursuant to proposed
Exchange Rule 2040(a)(4) with either conforming or non-conforming ratios.

The Exchange does not believe the proposal would impose any significant burden on
intermarket competition because the proposed changes to add an explicit reference and
description of the behavior of a QFO with an ISO designation to the Exchange’s Rulebook and
amend Exchange Rule 2040(a)(4) to remove the reference to paragraph (a) of Rule 518 are not
intended to address competitive issues but rather are concerned solely with making clarifying
changes to the rule text with no proposed changes to related functionality. The proposal to
permit Floor Brokers to execute Crossing Orders on the Trading Floor immediately without
announcement to the trading crowd does not impose any burden on intermarket competition

because at least one other options exchange with a trading floor has similar rules.”? The
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See supra notes 40, 44,46, and 48.
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Exchange does not believe the proposal would impose any significant burden on intramarket
competition because the functionality will be available to all Floor Brokers.

Rule 19b-4(f)(6) requires a self-regulatory organization to give the Commission written
notice of its intent to file a proposed rule change at least five business days prior to the date of
filing of the proposed rule change, or such shorter time as designated by the Commission.
Furthermore, a proposed rule change filed pursuant to Rule 19b-4(f)(6) under the Act”? normally
does not become operative for 30 days after the date of its filing. However, Rule 19b-4(f)(6)74
permits the Commission to designate a shorter time if such action is consistent with the
protection of investors and the public interest.

The Exchange respectfully requests that the Commission waive the requirement that the
proposed rules changes, by its terms, not become operative for 30 days after the date of the filing
as set forth in Rule 19b-4(f)(6)(iii),” so that the proposed rules changes may become operative
immediately. The Exchange believes that the proposed changes will not adversely impact
investors and the proposed changes will not adversely impact investors and will permit the
Exchange to immediately make clarifying changes to the rule text. The proposed rule changes
are to provide accuracy and clarity within the Rulebook. Waiver of the operative delay will
permit Floor Brokers to execute the Crossing Orders on the Trading Floor immediately without
announcement to the trading crowd. The Exchange notes that at least one other options
exchange with a trading floor has similar rules.”® Therefore, the proposed rules changes do not

raise any new or novel regulatory issues. The Exchange believes that waiver of the operative

7 17 CFR 240.19b-4(f)(6).
74 Id.
s 17 CFR 240.19b-4(£)(6)(iii).

76

See supra note 49.
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delay would be consistent with the protection of investors and the public interest. Additionally,
waiver of the operative delay is consistent with the protection of investors and the public interest
because the proposal promotes the protection of investors or the public interest because the
proposal to add an explicit reference and description of the behavior of a QFO with an ISO
designation to the Exchange’s Rulebook and amend Exchange Rule 2040(a)(4) to remove the
reference to paragraph (a) would provide greater clarity and accuracy to Members and the public
regarding the Exchange’s Rulebook and alleviate potential investor or market participant
confusion. The proposal to permit Floor Brokers to execute the Crossing Orders on the Trading
Floor immediately without announcement to the trading crowd would align and harmonize the
rules governing the electronic market and Trading Floor and place Floor Brokers on equal
footing with Members that trade these orders electronically.

At any time within 60 days of the filing of the proposed rule change, the Commission
summarily may temporarily suspend such rule change if it appears to the Commission that such
action is necessary or appropriate in the public interest, for the protection of investors, or
otherwise in furtherance of the purposes of the Act.

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

The proposed rule change is based on a similar proposal filed by Nasdaq PHLX LLC.77

9. Security-Based Swap Submissions Filed Pursuant to Section 3C of the Act
Not applicable.
7 See Securities Exchange Act Release No. 103781 (August 27,2025), 90 FR 42488 (September 2,2025)

(SR-Phl1x-2025-39) (Notice of Filingand Immediate Effectiveness of Proposed Rule Change To Permit
Customer Cross Orders and Complex Customer Cross Orders as a Remote FBMS Transaction) (providing,
in relevantpart, that “[t]his proposal would permit Phlx floor members to also enter Customer Cross Orders
and Complex Customer Cross Orders without theneed for order exposure, provided the member complied
with the elements in the proposed rules.”)
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10. Advance Notices Filed Pursuant to Section 806(e) of the Payment, Clearing and
Settlement Supervision Act

Not applicable.
11. Exhibits

1. Notice of proposed rule for publication in the Federal Register.

5. Text of proposed rule change.
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EXHIBIT 1

SECURITIES AND EXCHANGE COMMISSION
(Release No. 34-  ; File No. SR-SAPPHIRE-2026-19)

Self-Regulatory Organizations: Notice of Filing and Immediate Effectiveness of a Proposed Rule
Change by MIAX Sapphire, LLC to Amend Exchange Rule 2040, Qualified Floor Orders

Pursuant to the provisions of Section 19(b)(1) of the Securities Exchange Act of 1934

(“Act” or “Exchange Act”)! and Rule 19b-4 thereunder,? notice is hereby given that on

, 2026, 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 III below, which Items have been prepared by the Exchange. The Commission is

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

L.

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

The Exchange proposes to (1) amend Exchange Rule 2040 to permit Floor Brokers? to

execute Customer Cross Orders,* Complex Customer Cross Orders,®> Qualified Contingent Cross

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

17 CFR 240.19b-4.

A Floor Brokeris an individual who is registered with the Exchange for the purpose, while on the Trading
Floor, of acceptingand handling options orders. A Floor Brokermust be registered as a Floor Participant
priorto registering as a Floor Broker. A Floor Brokermay take into his own account, and subsequently
liquidate, any position thatresults from an error made while attempting to execute, as Floor Broker, an
order. See Exchange Rule 2015.

A Customer CrossOrderis comprised of a Priority Customer Orderto buy and a Priority Customer Order
to sell at the same price and for the same quantity. A Customer Cross Order is not valid during the Opening

Process described in Rule 503. See Exchange Rule 516(i).
A Complex Customer Cross or “cC2C” Orderis comprised of one Priority Customer complex orderto buy

and onePriority Customer complex orderto sellat the same price and for the same quantity. Trading of
c¢C2C Orders is governed by Rule 515(g)(3). See Exchange Rule 518(b)(3).
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Orders,® and Complex Qualified Contingent Cross Orders’ (collectively, the “Crossing Orders™)

on the Trading Floor® immediately without announcement to the trading crowd provided that

certain requirements are met; (2) amend Exchange Rule 2040(a)(4) to remove the reference to

paragraph “(a)” of Exchange Rule 518 to broaden the rule cross-reference; and (3) add an

explicit reference and description of the behavior of a QFO with an ISO designation (described

below) to the Exchange’s Rulebook to provide additional detail and clarity regarding trading on

the Exchange’s Trading Floor.

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, and at

MIAX Sapphire’s principal office.

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

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 Qualified Contingent Cross Order is comprised of an originating order to buy or sell at least 1,000
contracts, or 10,000 mini-option contracts, that is identified as beingpartof a qualified contingent trade, as
that term is defined in Interpretation and Policy .01 below, coupled with a contra-side order or orders
totalinganequal number of contracts. A Qualified Contingent Cross Orderis not valid during the Opening
Process described in Rule 503. See Exchange Rule 516()).

A Complex Qualified Contingent Cross or “cQCC” Order is comprised ofan originating complex order to
buy orsell where each componentisatleast 1,000 contracts that is identified as being part of a qualified
contingent trade, as definedin Rule 516, Interpretationand Policy .01, coupled with a contra-side complex
order or orders totaling an equal number of contracts. Trading of cQCC Orders is governed by Rule
515(g)(4). See Exchange Rule 518(b)(4).

The term “Trading Floor” or “Floor” meansthe physical trading floor of the Exchange located in Miami,
Florida. The Trading Floor shall consist of one “Crowd Area” or “Pit” where Floor Participants will be
locatedand option contracts will be traded. The Crowd Area or Pit shall be marked with specific visible
boundaries on the Trading Floor, as determined by the Exchange. A Floor Broker mustrepresent all orders
in an “open outcry” fashion in the Crowd Area. See Exchange Rule 100.


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

SR-SAPPHIRE-2026-19 Page 37 of 66

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

1. Purpose

The Exchange proposes to (1) amend Exchange Rule 2040 to permit Floor Brokers to
execute Crossing Orders on the Trading Floor immediately without announcement to the trading
crowd provided that certain requirements are met; (2) amend Exchange Rule 2040(a)(4) to
remove the reference to paragraph “(a)” of Exchange Rule 518 to broaden the rule cross-
reference; and (3) add an explicit reference and description of the behavior of a QFO with an
ISO designation to the Exchange’s Rulebook to provide additional detail and clarity regarding
trading on the Exchange’s Trading Floor.

Background

Electronic Market

The MIAX Sapphire Exchange operates both an electronic market and a physical Trading
Floor. The electronic market supports both a Simple Order Book® and a Strategy Book.!0 The
order types available to Members!! on the electronic market for the Simple Order Book are
described in Exchange Rule 516, Order Types. Specifically included in Rule 516 is a description
of a Customer Cross Order!? and a Qualified Contingent Cross Order.!'3 The order types

available to Members on the electronic market for the Strategy Book are described in Rule 518,

The “Simple Order Book™ is the Exchange’s regular electronic book of orders and quotes. See Exchange
Rule 100.

The “Strategy Book” is the Exchange’s electronic book of complex orders. See Exchange Rule 100.

The term “Member” means anindividual or organization that is registered with the Exchange pursuant to
ChapterII of these Rules for purposes of trading on the Exchange as an “Electronic Exchange Member” or
“Market Maker.” Members are deemed “members” under the Exchange Act. See Exchange Rule 100.

12 See Exchange Rule 516(i).
13 See Exchange Rule 516()).
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Complex Orders. Specifically included in Rule 518(b) is a description of a Complex Customer
Cross Order (“cC2C”)!* and a Complex Qualified Contingent Cross Order (“cQCC”)15,

Customer Cross Orders

The trading of Customer Cross Orders is governed by Exchange Rule 515(g)(1).
Specifically, Rule 515(g)(1) provides that, “Customer Cross Orders, as defined in Rule 516(i),
are automatically executed upon entry provided that the execution (i) is at or between the best
bid and offer on the Exchange; (ii) is not at the same price as a Priority Customer Order on the
Exchange’s Simple Order Book; and (iii) will not trade at a price inferior to the NBBO.”1¢
Further, the rule provides, “[i]f trading interest exists on the Exchange’s Simple Order Book that
is subject to the Managed Interest Process pursuant to Rule 515(d)(2) when the Exchange
receives a Customer Cross Order, the System will reject the Customer Cross Order. Customer
Cross Orders will be automatically canceled if they cannot be executed. Rule 520, Interpretation
and Policy .01 applies to the entry and execution of Customer Cross Orders.”!?

Complex Customer Cross Orders

The trading of Complex Customer Cross Orders is governed by Rule 515(g)(3). Rule
515(g)(3) provides that, “cC2C Orders, as defined in Rule 518(b)(3), are automatically executed
upon entry provided that (A) a cC2C Order with a conforming ratio '® will be executed in

accordance with Rule 518(c)(1)(iv) and will improve the best price available on the Strategy

14 See Exchange Rule 518(b)(3).
15 See Exchange Rule 518(b)(4).
16 See Exchange Rule 515(g)(1).
17 See Exchange Rule 515(g)(1).

A “conformingratio” is where the ratio between thesizes of the options components of a complex order is
equalto orgreaterthanone-to-three(.333)and less than or equal to three-to-one (3.00); and where one
component ofthe complex orderis the underlying security (stock or ETF) or security convertible into the
underlying stock (“convertible security”), the ratio between the option component(s) and the underlying
security (stockor ETF) or convertible security is less than or equal to eight-to-one (8.00). See Exchange
Rule 518(a).
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Book; and (B) a cC2C Order with a non-conforming ratio !° will be executed in accordance with
Rule 518(c)(1)(v) and will improve the best price available on the Strategy Book.”2° Rule
515(g)(3)(1) provides that, “cC2C Orders will be automatically canceled if they cannot be
executed.”?! Additionally, Rule 515(g)(3)(ii) provides that, “cC2C Orders may only be entered
in minimum trading increments of $0.01.”22 Rule 515(g)(3)(iii) provides that, “Rule 520,
Interpretation and Policy .01, applies to the entry and execution of cC2C Orders.”2? Finally,
Rule 515(g)(3)(iv) provides that, “[t]he Exchange will determine, on a class-by-class basis, the
option classes in which ¢C2C Orders are available for trading on the Exchange, and will
announce such classes to Members via Regulatory Circular.”?*

Qualified Contingent Cross Orders

The trading of Qualified Contingent Cross Orders is governed by Rule 515(g)(2). Rule
515(g)(2) provides that, “Qualified Contingent Cross Orders, as defined in Rule 516(j), are
automatically executed upon entry provided that the execution (i) is not at the same price as a
Priority Customer Order on the Exchange’s Simple Order Book; and (ii) is at or between the
NBBO.”25 Further, the rule provides, “[i]f trading interest exists on the Exchange’s Simple
Order Book that is subject to the Managed Interest Process pursuant to Rule 515(d)(2) when the

Exchange receives a Qualified Contingent Cross Order, the System will reject the Qualified

A “non-conformingratio” is where the ratio between the sizes of the options components of a complex
orderis greater thanthree-to-one (3.00) or less than one-to-three (.333); or where one component of the
complexorderis the underlying security (stock or ETF) or security convertible into the underlying stock
(“convertible security”’), the ratio between the option component(s) and the underlying security (stock or
ETF) or convertible security is greater than eight-to-one (8.00).

20 See Exchange Rule 515(g)(3).

2 ee Exchange Rule 515(g)(3)(i).
ee Exchange Rule 515(g)(3)(ii).
ee Exchange Rule 515(g)(3)(iii).
ee Exchange Rule 515(g)(3)(iv).
ee Exchange Rule 515(g)(2).

|V)

22

|w

23
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24
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25
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Contingent Cross Order. Qualified Contingent Cross Orders will be automatically canceled if
they cannot be executed.”26

Complex Qualified Contingent Cross Orders

The trading of Complex Qualified Contingent Cross Orders is governed by Rule
515(g)(4). Rule 515(g)(4) provides that, “cQCC Orders, as defined in Rule 518(b)(4), are
automatically executed upon entry provided that, with respect to each option leg of the cQCC
Order, the execution (i) is not at the same price as a Priority Customer Order on the Exchange’s
Simple Order Book; and (ii) is at or between the NBBO.”?7 Rule 515(g)(4)(i) provides that,
“cQCC Orders will be automatically canceled if they cannot be executed.”?® Additionally, Rule
515(g)(4)(i1) provides that, “cQCC Orders may only be entered in the minimum trading
increments applicable to complex orders under Rule 518(c)(1)(i) or 518(c)(1)(ii) if the cQCC
includes the stock component upon entry.”?® Rule 515(g)(4)(iii) provides that, “[t|he Exchange
will determine, on a class-by-class basis, the option classes in which cQCC Orders are available
for trading on the Exchange, and will announce such classes to Members via Regulatory
Circular.”3% Additionally, Rule 515(g)(4)(iv) provides that, “[a] cQCC Order may be entered
with or without the stock component. A cQCC Order entered without the stock component will
be treated as a complex strategy with only option components. A cQCC Order entered with the
stock component shall be subject to Rule 518.01. A Member that submits a cQCC Order to the
Exchange (with or without the stock component) represents that such order satisfies the

requirements of a qualified contingent trade (as described in Interpretations and Policies .01 of

26
27

28

change Rule 515(g)(4)(i).
change Rule 515(g)4)(ii).
ee Exchange Rule 515(g)(4)(iii).

ee Id.

e Exchange Rule 515(g)(4).
e Ex

e Ex

29
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Rule 516) and agrees to provide information to the Exchange related to the execution of the stock
component as determined by the Exchange and communicated via Regulatory Circular.”3! Rule
515(g)(4)(v) provides that, “[a] cQCC Order with a conforming ratio will be executed in
accordance with Rule 518(c)(1)(iv).” Finally, Rule 515(g)(4)(vi) provides that, “[a] cQCC Order
with a non-conforming ratio will be executed in accordance with Rule 518(c)(1)(v).”32 In sum,
the Crossing Orders described above are automatically executed upon entry provided that each
specific crossing order satisfies the requirements unique to that type of crossing order as
described.

Trading Floor

The Exchange operates a physical Trading Floor located in Miami, Florida. Only
Qualified Floor Orders (“QFOs”) may be transacted on the Trading Floor.33 QFOs may also be
complex orders as defined in Rule 518(a) with no more than the applicable number of legs, as
determined by the Exchange and communicated to Participants via Regulatory Circular.34
Additionally, Rule 2040(b) provides that all QFOs must be announced to the trading crowd, as
provided in Rule 2030(e)(2), prior to the QFO being submitted to the Exchange’s System to
facilitate post-trade workflows.

Proposal

The Exchange now proposes to amend Rule 2040(a)(4) to remove the reference to
paragraph (a) of Rule 518. Paragraph (a) of Rule 518 provides a generic definition of what a

“complex order” is on the Exchange.3> Exchange Rule 518(b), however, provides a list of

31 See Exchange Rule 515(g)(4)(iv).

2 See Exchange Rule 515(g)(4)(v).

3 See Exchange Rule 2040(a)(2).

34 See Exchange Rule 2040(a)(4).

3 A“complex order”is any order involving the concurrent purchase and/or sale of two or more different options

in the same underlying security (the “legs” or “components” of the complex order), for the same account, in
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specific types of complex orders including Complex Customer Cross Order3¢ and Complex
Qualified Contingent Cross Order.3” The Exchange proposes to remove the reference to
paragraph (a) so that it is not mistakenly interpreted as excluding the complex order types
enumerated in paragraph (b).

Crossing Orders

The Exchange also proposes to amend Exchange Rule 2040 to permit Floor Brokers to
execute the Crossing Orders (as identified in this proposal) on the Trading Floor immediately,
without being announced to the trading crowd as required by Rule 2040(b), provided that the
requirements that allow each of the Crossing Orders to be executed immediately on the
electronic market are similarly satisfied on the Trading Floor.

Customer Cross Orders

Specifically, the Exchange proposes to adopt Interpretation and Policy .11 to Exchange
Rule 2040 related to Customer Cross Orders. The Exchange proposes to adopt rule text to

provide that, “[n]otwithstanding Exchange Rule 2040(b), Customer Cross Orders, as defined in

a conforming or non-conformingratio as defined below for the purposes of executing a particular investment
strategy. Mini-options may only be part of a complex order that includes other mini-options. Only those
complex orders in the classes designated by the Exchange and communicated to Members via Regulatory
Circularwith no more than theapplicable number oflegs, as determined by the Exchange ona class-by-class
basis and communicated to Members via Regulatory Circular, are eligible for processing. The term complex
order also includes stock-option orders. A stock-option order is an order to buy or sell a stated number of
units of anunderlying security (stock or Exchange Traded Fund Share (“ETF”)) or a security convertible into
the underlying stock (“convertible security””) coupled with the purchase orsale of options contract(s) on the
opposite side of the market representing either (i) the same number of units of the underlying security or
convertible security, or (ii) the number of units of the underlying stock necessary to create a delta neutral
position where the ratio represents the total number ofunits of theunderlying security or convertible security
in the option leg to the total number of units of the underlying security or convertible security in the stock
leg. A stock-optionordermay have a conformingornon-conformingratio as defined below, and is subject
to the limitations set forth in Interpretation and Policy .01 of this Rule. Only those stock-option orders in the
classes designated by the Exchange and communicated to Members via Regulatory Circular with no more
than the applicable number of legs as determined by the Exchange on a class-by-class basis and
communicated to Members via Regulatory Circular, areeligible for processing.” See Exchange Rule 518(a).

36 See Exchange Rule 518(b)(3).
37 See Exchange Rule 518(b)(4).
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Exchange Rule 516(i), may be executed on the Trading Floor immediately without
announcement to the trading crowd provided that the execution (i) is at or between the best bid
and offer on the Exchange; (ii) is not at the same price as a Priority Customer Order on the
Exchange’s Simple Order Book; (iii) will not trade at a price inferior to the NBBO; and (iv) no
trading interest exists on the Exchange’s Simple Order Book that is subject to the Managed
Interest Process pursuant to Rule 515(d)(2). Rule 520, Interpretation and Policy .01 applies to
Floor Broker execution of Customer Cross Orders.” The requirements that a Floor Broker must
satisfy to immediately execute Customer Cross Orders on the Trading Floor are identical to those
required in the electronic market pursuant to Exchange Rule 515(g)(1),3® with one minor
exception that is not applicable to the Trading Floor due to the separate and distinct execution
processes that exist between the electronic market and the Trading Floor. Specifically, the
Exchange does not propose to adopt the provision in Exchange Rule 515(g)(1) that states,
“Customer Cross Orders will be automatically canceled if they cannot be executed.” In the
electronic market, Electronic Exchange Members3° will submit a Customer Cross Order directly
into the System for execution, and if an order fails to satisfy the requirements of Exchange Rule
515(g)(1), the System will automatically cancel the order. By contrast, a Customer Cross Order
may be executed immediately on the Trading Floor prior to the order being submitted into the
System for post-trade validation. If an order fails the post-trade validation, the order will be

invalidated and returned to the Floor Broker. The processes are substantively similar in that they

38 Exchange Rule 515(g)(1) provides that “Customer Cross Orders, as defined in Rule 516(1), are

automatically executed upon entry provided that theexecution (i) is at orbetweenthebest bid and offer on
the Exchange; (ii) is not at the same price as a Priority Customer Order on the Exchange’s Simple Order
Book; and (iii) will not trade at a price inferior to the NBBO.”

39 The term “Electronic Exchange Member” or “EEM” means the holder of a Trading Permit who is a

Memberrepresentingas agent Public Customer Orders or Non-Customer Orders on the Exchange and
those non-Market Maker Members conducting proprietary trading. Electronic Exchange Members are
deemed “members” under the Exchange Act. See Exchange Rule 100.
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both ensure that all the requirements necessary to immediately execute a Customer Cross Order
are satisfied. Therefore, the Exchange does not propose to adopt the automatic cancellation
provision in proposed Interpretation and Policy .11 to Exchange Rule 2040 as a similar
mechanism already exists on the Trading Floor. Additionally, the Exchange notes that at least
one other options exchange with a trading floor has a rule substantially similar to proposed
Interpretation and Policy .11 to Exchange Rule 2040, that requires that the execution (i) be at or
between the best bid and offer on the Exchange; (ii) is not at the same price as a Priority
Customer Order on the Exchange’s Simple Order Book; and (iii) will not trade at a price inferior
to the NBBO. 40

Complex Customer Cross Orders

The Exchange proposes to adopt Interpretation and Policy .12 to Exchange Rule 2040
related to Complex Customer Cross (“cC2C”) Orders. The Exchange proposes to adopt rule text
to provide that, “[n]Jotwithstanding Exchange Rule 2040(b), cC2C Orders, as defined in
Exchange Rule 518(b)(3), with a conforming ratio, may be executed on the Trading Floor
immediately without announcement to the trading crowd provided that the requirements of Rule
518(c)(1)(iv) are satisfied and the cC2C Order improves the best price available on the
Exchange’s Strategy Book.” The Exchange also proposes to adopt paragraph (a) to
Interpretation and Policy .12 to provide that, “cC2C Orders may be executed in minimum trading
increments of $0.01.” The Exchange proposes to adopt paragraph (b) to Interpretation and
Policy .12 to provide that, “cC2C Orders are only available on the Trading Floor in the option

classes announced by the Exchange as provided for in Exchange Rule 515(g)(3)(iv).” The

40

See e.g. PHLX Rulebook, Options 8, Section 30(f) (providing, in relevant part, that “Customer Cross
Orders are automatically executed upon entry provided that the execution is at or between the best bid and
offeron the Exchange and (i) is not at the same price as a Public Customer Order on the Exchange’s limit
order book and (ii) will not trade through the NBBO.”)
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Exchange proposes to adopt paragraph (c) to Interpretation and Policy .12 to provide that, “Rule
520, Interpretation and Policy .01 applies to Floor Broker execution of cC2C Orders.” The
requirements that a Floor Broker must satisfy to immediately execute cC2C Orders on the
Trading Floor are identical to those required in the electronic market pursuant to Exchange Rule
515(g)(3),# with two minor exceptions. The first exception is related to one of the requirements
in Rule 515(g)(3) that is not applicable to the Trading Floor due to the separate and distinct
execution processes that exist between the electronic market and the Trading Floor. Specifically,
the Exchange does not propose to adopt the provision in Exchange Rule 515(g)(3)(i) that states,
“cC2C Orders will be automatically canceled if they cannot be executed.” In the electronic
market, Electronic Exchange Members will submit a cC2C Order directly into the System for
execution, and if an order fails to satisfy the requirements of Exchange Rule 515(g)(3), the
System will automatically cancel the order. By contrast, a cC2C Order may be executed
immediately on the Trading Floor, prior to the order being submitted into the System for post-
trade validation. If an order fails the post-trade validation, the order will be invalidated and
returned to the Floor Broker. The processes are substantively similar in that they both ensure
that all the requirements necessary to immediately execute a cC2C Order are satisfied.
Therefore, the Exchange does not propose to adopt the automatic cancellation provision in
proposed Interpretation and Policy .12 to Exchange Rule 2040 as a similar mechanism already

exists on the Trading Floor. The second exception is that only Complex Customer Cross Orders

4l Exchange Rule 515(g)(3) provides that “cC2C Orders, as defined in Rule 518(b)(3), are automatically
executed upon entry provided that: (A) a cC2C Order with a conforming ratio will be executed in
accordance with Rule 518(c)(1)(iv) and will improvethe best price available on the Strategy Book; and (B)
a ¢C2C Order with a non-conformingratio will be executed in accordance with Rule 518(c)(1)(v) and will
improve thebestprice available onthe Strategy Book. (i) cC2C Orders will be automatically canceled if
they cannot be executed. (ij) ¢C2C Orders may only be entered in minimum trading increments of $0.01.
(ii)) Rule 520, Interpretation and Policy .01, applies to the entry and execution of cC2C Orders. (iv) The
Exchange will determine, on a class-by-class basis, the option classes in which cC2C Orders are available
for trading on the Exchange, and will announce such classes to Members via Regulatory Circular.”
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with a conforming ratio would be permitted to be executed on the Trading Floor immediately
without announcement to the trading crowd, as provided in proposed Interpretation and Policy
.12. By contrast, today, two Priority Customer Orders in open outcry pursuant to proposed
Exchange Rule 2040(a)(4) may be in either conforming or non-conforming ratios.*?> The
Exchange proposes to permit only Complex Customer Cross Orders with a conforming ratio to
be executed on the Trading Floor immediately without announcement to the trading crowd in
order to align its rules to that of another options exchange that provides a trading floor.4> The
Exchange notes that Floor Brokers may continue to cross two Priority Customer Orders in open
outcry pursuant to Exchange Rule 2040(a)(4). This would be necessary if a Floor Broker desired
to cross two Priority Customer Orders with non-conforming ratios. The Exchange notes that at
least one other options exchange with a trading floor has a substantially similar rule that allows
for the immediate execution of Complex Customer Cross Orders provided that the order is in a
conforming ratio and the order will not trade ahead of a Priority Customer Order on the Simple
Order Book without improving the SBBO of at least one option component of the complex

strategy .44

42

As mentioned above, proposed Exchange Rule 2040(a)(4) provides that “QFOs may be complex orders as
defined in Rule 518...” Floor Brokers may execute complex orders such as Complex Customer Cross
Orders on the Trading Floor. Exchange Rule 518(b)(3) states that“...[t]rading of cC2C Orders is governed
by Rule 515(g)(3).” Pursuant to Exchange Rule 515(g)(3), cC2C Orders canbe entered into the System in
either conforming or non-conforming ratios.

4 See PHLX Rulebook, Options 8, Section 30(g) (providing, in relevant part, that “Only Complex Customer
Cross Orders with a conforming ratio as defined in Options 1, Section 1(b)(13) will be accepted.”).

a4 See e.g. PHLX Rulebook, Options 8, Section 30(g) (providing, in relevantpart, that “Complex Orders may

be entered as Customer Cross Orders, as defined in Options 8, Section 32(g). Such orders will be
automatically executed upon entry so longas: (i) the price of the transaction is at or within the bestbid and
offer for the same complex strategy on the Complex Order Book; (ii) there are no Public Customer
Complex Orders forthesame strategy at thesame price on the Complex Order Book; and (iii) the options
legs can be executed atprices thatcomply with the provisions of Options 3, Section 14(c)(2). «) Options 3,
Section 14(c)(2)(i) provides that Complex Options Strategies may be executed at a total credit or debit
price with one other member organization without giving priority to bids or offers established on the
Exchange thatare nobetter than the bids or offers in the individual options series comprising such total
credit ordebit; provided, however, that if any of thebids or offers established on the Exchange consist of a
Public Customer Order, the price ofatleastone leg of the complex strategy must trade at a price that is
betterthanthe corresponding bid or offer on the Exchange by atleast one minimum trading increment for
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Qualified Contingent Cross Orders

The Exchange proposes to adopt Interpretation and Policy .13 to Exchange Rule 2040
related to Qualified Contingent Cross Orders. The Exchange proposes to adopt rule text to
provide that, “[n]otwithstanding Exchange Rule 2040(b), Qualified Contingent Cross Orders, as
defined in Exchange Rule 516(j), may be executed on the Trading Floor immediately without
announcement to the trading crowd provided that the execution (i) is not at the same price as a
Priority Customer Order on the Exchange’s Simple Order Book; (ii) is at or between the NBBO;
and (iii) no trading interest exists on the Exchange’s Simple Order Book that is subject to the
Managed Interest Process pursuant to Rule 515(d)(2).” The requirements that a Floor Broker
must satisfy to immediately execute Qualified Contingent Cross Orders on the Trading Floor are
identical to those required in the electronic market pursuant to Exchange Rule 515(g)(2)# with
one minor exception that is not applicable to the Trading Floor due to the separate and distinct
execution processes that exist between the electronic market and the Trading Floor. Specifically,
the Exchange does not propose to adopt the provision in Exchange Rule 515(g)(2) that states,
“Qualified Contingent Cross Orders will be automatically canceled if they cannot be executed.”
In the electronic market, Electronic Exchange Members will submit a Qualified Contingent
Cross Order directly into the System for execution, and if an order fails to satisfy the
requirements of Exchange Rule 515(g)(2), the System will automatically cancel the order. By

contrast, a Qualified Continent Cross Order may be executed immediately on the Trading Floor,

the series as defined in Options 3, Section 3. Options 8, Section 30(g) also provides that only Complex
Customer Cross Orders with a conformingratio as defined in Options 1, Section 1(b)(13) will be accepted.
The Exchange notes thatonly Complex Customer Cross Orders with a conformingratio would be permitted
to executed on the Trading Floor immediately withoutannouncement to the trading crowd as provided in
proposed Interpretation and Policy .12, which is substantively similar to PHLX Rulebook, Options 8,

Section 30(g).

4 Exchange Rule 515(g)(2) provides that“Qualified Contingent Cross Orders, as defined in Rule 516(j), are
automatically executed upon entry provided that the execution (i) is not at the same price as a Priority
Customer Order on the Exchange’s Simple Order Book; and (ii) is at or between the NBBO...”
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prior to the order being submitted into the System for post-trade validation. If an order fails the
post-trade validation, the order will be invalidated and returned to the Floor Broker. The
processes are substantively similar in that they both ensure that all the requirements necessary to
immediately execute a Qualified Contingent Cross Order are satisfied. Therefore, the Exchange
does not propose to adopt the automatic cancellation provision in proposed Interpretation and
Policy .13 to Exchange Rule 2040 as a similar mechanism already exists on the Trading Floor.
Additionally, the Exchange notes at least one other options exchange with a trading floor has a
rule substantially similar to proposed Interpretation and Policy .13 to Exchange Rule 2040 that
requires that the execution (i) is not at the same price as a Priority Customer Order on the
Exchange’s Simple Order Book; and (ii) is at or between the NBBO. 46

Complex Qualified Contingent Cross Orders

The Exchange proposes to adopt Interpretation and Policy .14 to Exchange Rule 2040
related to Complex Qualified Contingent Cross (“cQCC”) Orders. The Exchange proposes to
adopt rule text to provide that, “[n]otwithstanding Exchange Rule 2040(b), cQCC Orders, as
defined in Exchange Rule 518(b)(4), may be executed on the Trading Floor immediately without
announcement to the trading crowd provided that, with respect to each option leg of the cQCC
Order, the execution (i) is not at the same price as a Priority Customer Order on the Exchange’s
Simple Order Book; and (ii) is at or between the NBBO.” The Exchange proposes to adopt
paragraph (a) to Interpretation and Policy .14 to provide that, “cQCC Orders may only be
executed in the minimum trading increments applicable to complex orders under Exchange Rule

518(c)(1)(1) or 518(c)(1)(i1) if the cQCC Order includes the stock component upon entry.” The

46 See e.g. PHLX Rulebook, Options 8, Section 30(e) (providing, in relevant part, that “A Floor Qualified

Contingent Cross Ordershallbe transacted as specified in Options 3, Section 12(c) and (d).”). Options 3,
Section 12(c) states that “Qualified Contingent Cross Orders are automatically executed upon entry
provided thatthe execution (i) is not at the sameprice as a Public Customer Orderon the Exchange's limit
order book and (i) is at or between the better of the internal PBBO or the NBBO.”
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Exchange proposes to adopt paragraph (b) to Interpretation and Policy .14 to provide that,
“cQCC Orders are only available on the Trading Floor in the option classes announced by the
Exchange as provided for in Exchange Rule 515(g)(4)(ii1).” The Exchange proposes to adopt
paragraph (c) to Interpretation and Policy .14 to provide that, “a cQCC Order may be executed
with or without the stock component. A cQCC Order executed without the stock component will
be treated as a complex strategy with only option components. A cQCC Order executed with the
stock component shall be subject to Exchange Rule 518, Interpretation and Policy .01(a). A
Member that submits a cQCC Order to the Exchange’s System (with or without the stock
component) represents that such order satisfies the requirements of a qualified contingent trade
(as described in Interpretations and Policies .01 of Exchange Rule 516) and agrees to provide
information to the Exchange related to the execution of the stock component as determined by
the Exchange and communicated via Regulatory Circular.” The Exchange proposes to adopt
paragraph (d) to Interpretation and Policy .14 to provide that, “a cQCC Order with a conforming
ratio will be executed in accordance with Exchange Rule 518(c)(1)(iv).” The Exchange proposes
to adopt paragraph (e) to Interpretation and Policy .14 to provide that, “a cQCC Order with a
non-conforming ratio will be executed in accordance with Exchange Rule 518(c)(1)(v).” The
requirements that a Floor Broker must satisfy to immediately execute cQCC Orders on the
Trading Floor are identical to those required in the electronic market pursuant to Exchange Rule
515(g)(4)%” with one minor exception that is not applicable to the Trading Floor due to the
separate and distinct execution processes that exist between the electronic market and the

Trading Floor. Specifically, the Exchange does not propose to adopt the provision in Exchange

4 Exchange Rule 515(g)(4) provides that “cQCC Orders, as defined in Rule 518(b)(4), are automatically
executed upon entry provided that, with respect to each option leg of the cQCC Order, the execution (i) is
not atthe sameprice as a Priority Customer Order on the Exchange’s Simple Order Book; and (ii) is at or
between the NBBO...”
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Rule 515(g)(4) that states, “cQCC Orders will be automatically canceled if they cannot be
executed.” In the electronic market, Electronic Exchange Members will submit a cQCC Order
directly into the System for execution, and if an order fails to satisfy the requirements of
Exchange Rule 515(g)(4), the System will automatically cancel the order. By contrast, a cQCC
Order may be executed immediately on the Trading Floor, prior to the order being submitted into
the System for post-trade validation. If an order fails the post-trade validation, the order will be
invalidated and returned to the Floor Broker. The processes are substantively similar in that they
both ensure that all the requirements necessary to immediately execute a cQCC Order are
satisfied. Therefore, the Exchange does not propose to adopt the automatic cancellation
provision in proposed Interpretation and Policy .14 to Exchange Rule 2040 as a similar
mechanism already exists on the Trading Floor. Additionally, the Exchange notes at least one
other options exchange with a trading floor has a rule substantially similar to proposed
Interpretation and Policy .14 to Exchange Rule 2040 that requires, with respect to each option
leg of the cQCC Order, that the execution (i) is not at the same price as a Priority Customer
Order on the Exchange’s Simple Order Book; and (ii) is at or between the NBBO.4?

The purpose of the proposed rule changes is to align and harmonize the rules governing
the electronic market and Trading Floor. The Exchange’s proposal would permit Floor Brokers
to immediately execute the Crossing Orders pursuant to proposed Interpretations and Policies .11
through .14 to Exchange Rule 2040 utilizing the same order entry requirements as the Members

that transact business electronically pursuant to Exchange Rule 515(g)(1) through (4). The

48 See e.g. PHLX Rulebook, Options 8, Section 30(e) (providing, in relevant part, that “[a] Floor Qualified
Contingent Cross Order shall be transacted as specified in Options 3, Section 12(c) and (d).”). Options 3,
Section 12(d) provides, in relevant part, that “Complex Options Orders may be entered as Qualified
Contingent Cross Orders so long as ...(iii) the options legs can be executed at prices that (A) are at or
between the better of the internal PBBO or the NBBO for the individual series, and (B) comply with the
provisions of Options 3, Section 14(c)(2)(i), provided that no legs of the Complex Options Order can be
executed at the same price as a Public Customer Order on the Exchange in the individual options series.”
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requirements that a Floor Broker must satisfy to immediately execute the Crossing Orders on the
Trading Floor are identical to those required in the electronic market with certain exceptions that
are not applicable to the Trading Floor due to the separate and distinct execution processes that
exists between the electronic market and the Trading Floor. The Exchange notes that at least one
other options exchange with a trading floor has substantially similar rules.*?

QFO With an ISO Designation

The Exchange proposes to adopt Interpretation and Policy .10 to Exchange Rule 2040 to
explicitly state that a two-sided order (“Qualified Floor Order” or “QFO”) with an Intermarket
Sweep Order (“ISO”)*? designation can be executed on the Trading Floor and entered into the
Exchange’s System to facilitate post-trade workflow. The Exchange proposes to add this explicit
reference and description of the behavior of a QFO with an ISO designation into the Exchange
Rulebook to provide greater detail to the Rulebook.

An Intermarket Sweep Order (“ISO”), as defined in Exchange Rule 1400(i),3! is a limit
order that is designated by a Member as an ISO in the manner prescribed by the Exchange, and is

executed within the System by Members without respect to Protected Quotations>2 of other

49

See supra notes 40, 44, 46, and 48.

30 An Intermarket Sweep Orderor “ISO”, as defined in Rule 1400(i), is a limit order that is designated by a
Member as an [SO in the manner prescribed by the Exchange, and is executed within the System by
Members without respectto Protected Quotations of other Eligible Exchanges as defined in Rule 1400(q)
and (g). ISOs are immediately executable within the System and shallnot be eligible forrouting. ISOs that
are not designatedas immediate or cancel will be cancelled by the System if not executed upon receipt.
Simultaneously with the routing ofanISOto the System, one ormoreadditional limit orders, as necessary,
are routed by the entering Member to execute against the full displayed size of any Protected Bid or
Protected Offer (as defined in Rule 1400(p)) in the case of a limit order to sell or buy with a price that is
superiorto the limit price of the limit orderidentifiedas an ISO. These additional routed orders must be
identified as ISOs. An ISOisnot valid duringthe Opening Process described in Rule 503. See Exchange

Rule 516(f).

31 Rule 1400 contained in Chapter XIV of MIAX Options Exchange Rulebook is incorporated by reference
into MIAX Sapphire Options Exchange Rulebook and therefore is a MIAX Sapphire Rule applicable to
MIAX Sapphire Members. See Chapter XIV of the MIAX Sapphire Options Exchange Rulebook.

52 “Protected Quotation” means a Protected Bid or Protected Offer. See Exchange Rule 1400(q).
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Eligible Exchanges?33 as defined in Rule 1400(q) and (g).5* A Member may submit an ISO to the
Exchange only if it has simultaneously routed one or more additional ISOs to execute against the
full displayed size of any Protected Bid, >3 in the case of a limit order to sell, or Protected Offer,>¢
in the case of a limit order to buy, for an options series with a price that is superior to the limit
price of the ISO.

The Exchange notes that it currently allows a Floor Broker to execute a QFO with an ISO
designation. The Exchange now proposes to add this explicit reference and description of the
behavior of a QFO with an ISO designation to provide greater detail within the Rulebook.
Specifically, the Exchange proposes to adopt Interpretation and Policy .10 to Exchange Rule
2040 to provide that notwithstanding Exchange Rule 2040(e), a QFO with an ISO designation
will be processed without regard for better priced Protected Bids or Protected Offers (as defined
in Exchange Rule 1400) because the Member submitting the QFO to the Exchange’s System has
simultaneously transmitted one or more ISOs, as necessary, to execute against the full displayed
size of any Protected Bid or Protected Offer. The Exchange processes the QFO with an ISO
designation in the same manner that it currently processes QFOs without an ISO designation,
except that it accepts the QFOs with an ISO designation without protecting away prices. The

Member submitting the QFO with an ISO designation shall bear the responsibility to clear all

3 “Eligible Exchange”means a national securities exchange registered with the SEC in accordance with

Section 6(a)ofthe Exchange Act that: (1) is a Participant Exchange in OCC (as that term is defined in
Section VII of the OCC by-laws); (2)isa party to the OPRA Plan (as thattermis described in Section I of
the OPRA Plan); and (3) if the national securities exchange isnot a party to the Options Order Protection
and Locked/Crossed Markets Plan as defined below, is a participant in another plan approved by the
Commission providing for comparable Trade-Through and Locked and Crossed Market protection. See

Exchange Rule 1400(g).
34 See Exchange Rule 516(f).

5 “Protected Bid” or “Protected Offer” means a Bid or Offer in an options series, respectively, that: (a) is

disseminated pursuant tothe OPRA Plan; and (b) is the Best Bid or Best Offer, respectively, displayed by
an Eligible Exchange. See Exchange Rule 1400(p).

% See Id.
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better priced interest away simultaneously with the submission of the QFO with an ISO
designation to the Exchange.

The proposed rule change to add an explicit reference and description of the behavior of a
QFO with an ISO designation to the Exchange Rulebook is intended to provide greater detail
within the Exchange’s Rulebook.

2. Statutory Basis

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 designed to
promote just and equitable principles of trade, to foster cooperation and coordination with
persons engaged in facilitating transactions in securities, to remove impediments to and perfect
the mechanism of a free and open market and a national market system and, in general, to protect
investors and the public interest.

The proposal to add an explicit reference and description of the behavior of a QFO with
an ISO designation to the Exchange’s Rulebook is designed to provide greater detail within the
Exchange’s Rulebook. The proposal to amend Exchange Rule 2040(a)(4) is to ensure that it is
not mistakenly interpreted as excluding the complex order types enumerated in paragraph (b).
These proposed rule changes are not as a result of any changes made to the Exchange
functionality, operations, policies or procedures, but are rather designed to provide greater detail
and better reflect the current operation of the Exchange’s Trading Floor in the Exchange’s
Rulebook. These proposed non-substantive changes would ensure that the Exchange’s Rules are
clear, concise, and easier to understand. In addition, the proposed rule changes would reduce

potential investor and market participant confusion and therefore remove impediments to and

57 15 US.C. 78£(b).
8 15 U.S.C. 78£(b)(5).
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perfect the mechanism of a free and open market and a national market system by ensuring that
investors and market participants can more easily navigate, understand and comply with the
Exchange’s Rules. The Exchange also believes that the proposed rule changes would remove
impediments to and perfects the mechanism of a free and open market by ensuring that persons
subject to the Exchange’s jurisdiction, regulators, and the investing public can more easily
navigate and understand the Exchange’s Rules. The proposed rule changes are consistent with
the public interest and the protection of investors because investors will not be harmed and in
fact would benefit from the increased transparency and clarity, thereby reducing potential
confusion.

Permitting Floor Brokers to immediately execute Crossing Orders (as defined herein)
without having to first announce the order to the trading crowd is consistent with the Act because
it would permit Floor Brokers to execute these orders similarly to how these orders are executed
on the electronic market, provided similar requirements for each specific order type are similarly
satisfied. The Exchange believes that the proposed rule changes would remove impediments to
and perfect the mechanism of a free and open market by placing Floor Brokers on equal footing
with Members that trade Crossing Orders electronically. The proposed rule changes are
consistent with the public interest and the protection of investors because it would harmonize the
requirements for immediate execution of Crossing Orders on the Trading Floor to those of the
electronic market, with certain exceptions as discussed above.

Customer Cross Orders

Identical to Members that transact electronically, with one minor exception that is not
applicable to the Trading Floor due to the separate and distinct execution processes, Floor
Brokers may immediately execute Customer Cross Orders on the Trading Floor provided the

requirements mandated for automatic execution in the electronic market are similarly satisfied on
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the Trading Floor. Specifically, a Customer Cross Order may be executed immediately on the
Trading Floor so long as the execution (i) is at or between the best bid and offer on the
Exchange; (i1) is not at the same price as a Priority Customer Order on the Exchange’s Simple
Order Book; (iii) will not trade at a price inferior to the NBBO; and (iv) no trading interest exists
on the Exchange’s Simple Order Book that is subject to the Managed Interest Process pursuant to
Rule 515(d)(2).%° The Exchange does not propose to adopt the provision in Exchange Rule
515(g)(1) that states, “Customer Cross Orders will be automatically canceled if they cannot be
executed.” In the electronic market, Electronic Exchange Members will submit a Customer
Cross Order directly into the System for execution, and if an order fails to satisfy the
requirements of Exchange Rule 515(g)(1), the System will automatically cancel the order. By
contrast, a Customer Cross Order may be executed immediately on the Trading Floor, prior to
the order being submitted into the System for post-trade validation. If an order fails the post-
trade validation, the order will be invalidated and returned to the Floor Broker. The processes
are substantively similar in that they both ensure that all the requirements necessary to
immediately execute a Customer Cross Order are satisfied. Therefore, the Exchange does not
propose to adopt the automatic cancellation provision in proposed Interpretation and Policy .11
to Exchange Rule 2040 as a similar mechanism already exists on the Trading Floor.

Complex Customer Cross Orders

Additionally, identical to Members that transact electronically, with two minor
exceptions, Floor Brokers may immediately execute cC2C Orders on the Trading Floor provided
the requirements mandated for automatic execution in the electronic market are similarly

satisfied on the Trading Floor. Specifically, a cC2C Order may be executed immediately on the

59

See proposed Interpretation and Policy .11 to Exchange Rule 2040.
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Trading Floor so long as: the requirements of Rule 518(c)(1)(iv) are satisfied and the cC2C
Order improves the best price available on the Exchange’s Strategy Book.% The first exception
is related to one of the requirements in Rule 515(g)(3) that is not applicable to the Trading Floor
due to the separate and distinct execution processes that exist between the electronic market and
the Trading Floor. The Exchange does not propose to adopt the provision in Exchange Rule
515(g)(3)(i) that states, “cC2C Orders will be automatically canceled if they cannot be
executed.” In the electronic market, Electronic Exchange Members will submit a cC2C Order
directly into the System for execution, and if an order fails to satisfy the requirements of
Exchange Rule 515(g)(3), the System will automatically cancel the order. By contrast, a cC2C
Order may be executed immediately on the Trading Floor, prior to the order being submitted into
the System for post-trade validation. If an order fails the post-trade validation, the order will be
invalidated and returned to the Floor Broker. The processes are substantively similar in that they
both ensure that all the requirements necessary to immediately execute a cC2C Order are
satisfied. Therefore, the Exchange does not propose to adopt the automatic cancellation
provision in proposed Interpretation and Policy .12 to Exchange Rule 2040 as a similar
mechanism already exists on the Trading Floor. The second exception is that the Exchange
would permit only cC2C Orders with a conforming ratio to be executed on the Trading Floor
immediately without announcement to the trading crowd in order to align its rules with those of
other options exchanges. The Exchange notes that at least one other options exchange similarly
permits only Complex Customer Cross Orders with a conforming ratio to be executed on the

Trading Floor immediately without announcement to the trading crowd. ¢!

60

See proposed Interpretation and Policy .12 to Exchange Rule 2040.

o1 See PHLX Rulebook, Options 8, Section 30(g) (providing, in relevant part, that “Only Complex Customer
Cross Orders with a conforming ratio as defined in Options 1, Section 1(b)(13) will be accepted.”).
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Qualified Contingent Cross Orders

Identical to Members that transact electronically, with one minor exception that is not
applicable to the Trading Floor due to the separate and distinct execution processes, Floor
Brokers may immediately execute Qualified Contingent Cross Orders on the Trading Floor
provided the requirements mandated for automatic execution in the electronic market are
similarly satisfied on the Trading Floor. Specifically, a Qualified Contingent Cross Order may
be executed immediately on the Trading Floor so long as the execution (i) is not at the same
price as a Priority Customer Order on the Exchange’s Simple Order Book; (ii) is at or between
the NBBO; and (iii) no trading interest exists on the Exchange’s Simple Order Book that is
subject to the Managed Interest Process pursuant to Rule 515(d)(2).92 The Exchange does not
propose to adopt the provision in Exchange Rule 515(g)(2) that states, “Qualified Contingent
Cross Orders will be automatically canceled if they cannot be executed.” In the electronic
market, Electronic Exchange Members will submit a Qualified Contingent Cross Order directly
into the System for execution, and if an order fails to satisfy the requirements of Exchange Rule
515(g)(2), the System will automatically cancel the order. By contrast, a Qualified Contingent
Cross Order may be executed immediately on the Trading Floor, prior to the order being
submitted into the System for post-trade validation. If an order fails the post-trade validation, the
order will be invalidated and returned to the Floor Broker. The processes are substantively
similar in that they both ensure that all the requirements necessary to immediately execute a
Qualified Contingent Cross Order are satisfied. Therefore, the Exchange does not propose to
adopt the automatic cancellation provision in proposed Interpretation and Policy .13 to Exchange

Rule 2040 as a similar mechanism already exists on the Trading Floor.
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See proposed Interpretation and Policy .13 to Exchange Rule 2040.
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Complex Qualified Contingent Cross Orders

Identical to Members that transact electronically, with one minor exception that is not
applicable to the Trading Floor due to the separate and distinct execution processes, Floor
Brokers may immediately execute cQCC Orders on the Trading Floor provided the requirements
mandated for automatic execution in the electronic market are similarly satisfied on the Trading
Floor. Specifically, a cQCC Order may be executed immediately on the Trading Floor so long
as: with respect to each option leg of the cQCC Order, the execution (i) is not at the same price
as a Priority Customer Order on the Exchange’s Simple Order Book; and (ii) is at or between the
NBBO.% The Exchange does not propose to adopt the provision in Exchange Rule 515(g)(4)
that states, “cQCC Orders will be automatically canceled if they cannot be executed.” In the
electronic market, Electronic Exchange Members will submit a cQCC Order directly into the
System for execution, and if an order fails to satisfy the requirements of Exchange Rule
515(g)(4), the System will automatically cancel the order. By contrast, a cQCC Order may be
executed immediately on the Trading Floor, prior to the order being submitted into the System
for post-trade validation. If an order fails the post-trade validation, the order will be invalidated
and returned to the Floor Broker. The processes are substantively similar in that they both
ensure that all the requirements necessary to immediately execute a cQCC Order are satisfied.
Therefore, the Exchange does not propose to adopt the automatic cancellation provision in
proposed Interpretation and Policy .14 to Exchange Rule 2040 as a similar mechanism already
exists on the Trading Floor.

Further, the Exchange believes it is consistent with the Act and the protection of investors

to permit the Crossing Orders to be executed on the Trading Floor immediately without
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See proposed Interpretation and Policy .14 to Exchange Rule 2040.
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announcement to the trading crowd. This would place them on equal footing with Members that
trade these orders electronically. With this proposal, Floor Brokers may only immediately
execute cC2C Orders (without announcement) if such orders are in conforming ratios as
proposed in Interpretation and Policy .12 to Exchange Rule 2040, however Floor Brokers would
be able to continue to cross two Priority Customer Orders in open outcry pursuant to Exchange
Rule 2040(a)(4). This would be necessary if a Floor Broker desired to cross two Priority
Customer Orders with non-conforming ratios because under proposed Interpretation and Policy
.12 to Exchange Rule 2040 only Complex Customer Cross Orders with a conforming ratio are
accepted for electronic processing. The Exchange proposes to permit only Complex Customer
Cross Orders with a conforming ratio to be executed on the Trading Floor immediately without
announcement to the trading crowd in order to align its rules with that of another options
exchange that has a trading floor. Specifically, the Exchange notes that at least one other options
exchange similarly permits only Complex Customer Cross Orders with a conforming ratio to be
executed on the Trading Floor immediately without announcement to the trading crowd.%*
Permitting Floor Brokers to only submit cQCC Orders with a stock/ETF component if
such orders comply with the Qualified Contingent Trade Exemption from Rule 611(a) of
Regulation NMS is consistent with the Act and the protection of investors.® Proposed
Interpretation and Policy.14(c) to Exchange Rule 2040 will require that Floor Brokers submitting
such orders with a stock/ETF component represent that such orders comply with the Qualified
Contingent Trade Exemption. This proposal is consistent with today’s treatment of Complex

Orders with a stock/ETF component and is not changing the manner in which a Complex Order
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See supra note 43.
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See proposed Interpretation and Policy .14(c) of Exchange Rule 2040.
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with a stock/ETF component is treated today on the Exchange. %

Section 11(a) and the rules thereunder generally prohibit members of an exchange from
effecting transactions on the exchange for their own account, the account of an associated
person, or an account with respect to which it or an associated person thereof exercises
investment discretion unless an exemption applies.®” With respect to the application of the
Crossing Orders to Section 11(a) of the Act and the rules thereunder, the Exchange notes that the
entry and execution of the Crossing Orders raises no novel issues under Section 11(a) and the
rules thereunder from a compliance, surveillance or enforcement perspective. Floor Brokers are
required to comply and the Exchange surveils for compliance with Section 11(a) and the rules
thereunder when using Exchange systems to effect transactions using existing order types, and
they will be required to comply with Section 11(a) and the rules thereunder when using the
Crossing Orders as amended. 8

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

The Exchange does not believe that the proposed rule changes will impose any burden on
competition that is not necessary or appropriate in furtherance of the purposes of the Act.

Intramarket Competition

The Exchange believes the proposed rule changes do not impose any burden on
intramarket competition that is not necessary or appropriate in furtherance of the purposes of the
Act. The proposed changes to add an explicit reference and description of the behavior of a QFO

with an ISO designation to the Exchange’s Rulebook and amend Exchange Rule 2040(a)(4) to

66

See Interpretation and Policy .01 of Exchange Rule 518.

67 See 15 U.S.C. 78k(a). Section 11 (a) contains multiple exemptions, including exemptions for thoseacting in

the capacity of market makers, as odd-lot dealers, and those engaged in stabilizing conduct; there are also
rule-based exemptions suchas the “effect vs. execute” exceptionunder SEC Rule 11a2-2(T) underthe Act.
See 17 CFR 240.11a2-2(T).

68

See also Interpretation and Policy .05 of Exchange Rule 2040.
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remove the reference to paragraph (a) of Rule 518 are not intended to address competitive issues
but rather are concerned solely with making clarifying changes to the rule text with no proposed
changes to related functionality. The proposal to permit Floor Brokers to execute certain
Crossing Orders on the Trading Floor immediately without announcement to the trading crowd
does not impose any burden on intramarket competition because today Members that transact
electronically are subject to identical rules, with certain exceptions that are not applicable to the
Trading Floor due to the distinct execution processes, and may enter such orders without
exposing such orders. The proposal does not impose an undue burden on intramarket
competition because all Floor Brokers may similarly execute Crossing Orders.

Intermarket Competition

The Exchange believes the proposed rule changes do not impose any burden on
intermarket competition that is not necessary or appropriate in furtherance of the purposes of the
Act. The proposed changes to add an explicit reference and description of the behavior of a QFO
with an ISO designation to the Exchange’s Rulebook and amend Exchange Rule 2040(a)(4) to
remove the reference to paragraph (a) of Rule 518 are not intended to address competitive issues
but rather are concerned solely with making clarifying changes to the rule text with no proposed
changes to related functionality. The proposal to permit Floor Brokers to execute certain
Crossing Orders on the Trading Floor immediately without announcement to the trading crowd
does not impose any burden on intermarket competition because at least one other options
exchange with a trading floor has similar rules. %

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.

69

See supra notes 40, 44,46, and 48.
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I11. Date of Effectiveness of the Proposed Rule Change and Timing for Commission Action

Pursuant to Section 19(b)(3)(A) of the Act’? and Rule 19b-4(f)(6)7! thereunder, the
Exchange has designated this proposal as one that effects a change that: (i) does not significantly
affect the protection of investors or the public interest; (i1) does not impose any significant
burden on competition; and (iii) by its terms, does not become operative for 30 days after the
date of the filing, or such shorter time as the Commission may designate if consistent with the
protection of investors and the public interest.

At any time within 60 days of the filing of this 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.

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:

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-2026-19 on the subject line.

Paper comments:

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

7 15 U.S.C. 78s(b)(3)(A).
I 17 CFR 240.19b-4(£)(6).
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Exchange Commission, 100 F Street, NE, Washington, DC 20549-1090.
All submissions should refer to file number SR-SAPPHIRE-2026-19. 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 filing also will be available for inspection and copying at the principal office of the
Exchange. Do notinclude 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-2026-19 and should be
submitted on or before [INSERT DATE 21 DAYS AFTER DATE OF PUBLICATION IN THE
FEDERAL REGISTER).

For the Commission, by the Division of Trading and Markets, pursuant to delegated
authority.’?

Sherry R. Haywood,

Assistant Secretary

7 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 Rulebook

ok ok ok ok ok

Rule 2040. Qualified Floor Orders

(a) Afteran agency orderhas been announced to the tradingcrowd as provided in Rule 2030(¢e)(2),
the Floor Broker must submit the agency order as part of a two-sided order, the Qualified Floor
Order or “QFO”, to the Exchange’s System to facilitate post-trade workflows. When a Floor
Broker submits the QFO, the QFO will be validated based on the market conditions when the order
is received by the System and in accordance with Exchange Rules. A QFO sent to the System is
not considered validated until it is processed by the System. All transactions occurring from the
Trading Floor must be processed by the System to facilitate post-trade workflows. Floor Brokers
are responsible for handling all orders in accordance with Exchange priority and trade-through
rules. QFO functionality will assist the Floor Broker in respecting the Electronic Book, consistent
with Exchange priority rules, as described in paragraphs (¢) and (d) of this Rule.

(1) — (3) No change.

(4) QFOs may be complex orders as defined in Rule 518[(a)] with no more than the
applicable number of legs, as determined by the Exchange and communicated to
Participants via Regulatory Circular, and tied to hedge orders as defined in Interpretations
and Policies .02 of this Rule.

(5) = (7) No change.
(b) — (1) No change.
Interpretations and Policies:
.01 — .09 No change.
.10 QFO with ISO Designation. Notwithstanding Exchange Rule 2040(e), a QFO with an ISO
designation will be processed without regard for better priced Protected Bids or Protected Offers
(as defined in Rule 1400) because the Member submitting the QFO to the Exchange’s System has

simultaneously transmitted one or more ISOs, as necessary, to execute against the full displayed
size of any Protected Bid or Protected Offer.

.11 Customer Cross Orders. Notwithstanding Exchange Rule 2040(b), Customer Cross Orders,
as defined in Exchange Rule 516(1), may be executed on the Trading Floor immediately without
announcement to the trading crowd provided that the execution (i) is at or between the best bid
and offer on the Exchange: (i1) is not at the same price as a Priority Customer Order on the
Exchange’s Simple Order Book; (ii1) will not trade at a price inferior to the NBBO; and (iv) no
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tradinginterest exists on the Exchange’s Simple Order Book thatis subjectto the Managed Interest
Process pursuantto Rule 515(d)(2). Rule 520, Interpretation and Policy .01 applies to Floor Broker
execution of Customer Cross Orders.

.12 Complex Customer Cross (“cC2C”) Orders. Notwithstanding Exchange Rule 2040(b),
c¢C2C Orders, as defined in Exchange Rule 518(b)(3), with a conforming ratio, may be executed
on the Trading Floor immediately without announcement to the trading crowd provided that the
requirements of Rule 518(¢c)(1)(iv) are satisfied and the cC2C Order improves the best price
available on the Exchange’s Strategy Book.

(a) c¢C2C Orders may be executed in minimum trading increments of $0.01.

(b) cC2C Orders are only available on the Trading Floor in the option classes announced by the
Exchange as provided for in Exchange Rule 515(g)(3)(iv).

(c) Rule 520, Interpretation and Policy .01 applies to Floor Broker execution of ¢C2C Orders.

.13 Qualified Contingent Cross Orders. Notwithstanding Exchange Rule 2040(b), Qualified
Contingent Cross Orders, as defined in Exchange Rule 516(j), may be executed on the Trading
Floor immediately without announcement to the trading crowd provided that the execution (1) is
not at the same price as a Priority Customer Order on the Exchange’s Simple Order Book; (i1) is
at or between the NBBO: and (iii) no trading interest exists on the Exchange’s Simple Order Book
that is subject to the Managed Interest Process pursuant to Rule 515(d)(2).

.14 Complex Qualified Contingent Cross (“cQCC”) Orders. Notwithstanding Exchange Rule
2040(b), cQCC Orders, as defined in Exchange Rule 518(b)(4), may be executed on the Trading
Floor immediately without announcement to the trading crowd provided that, with respect to each
option leg of the cQCC Order, the execution (i) is not at the same price as a Priority Customer
Order on the Exchange’s Simple Order Book; and (ii) is at or between the NBBO.

(a) cQCC Orders may only be executed in the minimum trading increments applicable to complex
orders under Exchange Rule 518(c)(1)(1) or 518(c)(1)(11) if the cQCC Order includes the stock
component upon entry.

(b) cQCC Orders are only available on the Trading Floor in the option classes announced by the
Exchange as provided for in Exchange Rule 515(2)(4)(iii).

() A cQCC Ordermay be executed with or withoutthe stock component. A cQCC Order executed
without the stock component will be treated as a complex strategy with only option components.
A cQCC Order executed with the stock component shall be subject to Exchange Rule 518,
Interpretation and Policy .01(a). A Member that submits a cQCC Orderto the Exchange’s System
(with or without the stock component) represents that such order satisfies the requirements of a
qualified contingent trade (as described in Interpretations and Policies .01 of Exchange Rule 516)
and agrees to provide information to the Exchange related to the execution of the stock component
as determined by the Exchange and communicated via Regulatory Circular.
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(d) A cQCC Order with a conforming ratio will be executed in accordance with Exchange Rule

518(c)()({v).

(e) A cQCC Order with a non-conforming ratio will be executed in accordance with Exchange
Rule 518(c)(1)(v).

sk skoskosk ok
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