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ANGELA DUNN 
ASSOCIATE GENERAL COUNSEL 
1900 MARKET STREET 
PHILADELPHIA, PA 19103 
P:  
E:  

March 21, 2016 

Brent J. Fields 
Secretary 
U.S. Securities and Exchange Commission 
100 F Street, NE 
Washington, DC 20549-1090 

Re: SR-Phlx-2016-10, Partial Amendment No. 1 

Dear Mr. Fields: 

NASDAQ PHLX LLC filed the above-referenced filing on March 21, 2016 

Sincerely~ 

~t!ofilm 
Associate General Counsel 
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Partial Amendment No. 1 to SR-Phlx-2016-10 

NASDAQ PHLX LLC (“Exchange”), pursuant to Section 19(b)(1) of the 

Securities Exchange Act of 1934 (“Act”)1 and Rule 19b-4 thereunder,2 is filing with the 

Securities and Exchange Commission (“Commission”) this Partial Amendment No. 1 to 

rule filing SR-Phlx-2016-10 relating to Exchange Rule 1000(b)(14) (Applicability, 

Definitions and References).  SR-Phlx-2016-10 seeks to add specificity to the definition 

of a Professional with respect to the manner in which the volume threshold will be 

calculated by the Exchange. This Amendment No. 1 proposes to amend the proposed 

rule text to Exchange Rule 1000(b)(14) and the Form 19b-4 and Exhibit 1 regarding the 

counting of Professional orders. The Exchange proposes to (1) amend the references to 

the number of Complex Orders which count as single and multiple orders; (2) clarify 

certain rule text to make clear when an order will be counted as multiple orders; (3) add 

additional rule text to make the rule clear. 

Number of Complex Orders 

Specifically, the Exchange proposes to amend Exhibit 5 to delete language 

referring to “4 legs” in the rule text at Exchange Rule 1000(b)(14)(i)(c) and replace it 

with language referring to “8 legs” and delete language referring to “5 legs” in the rule 

text at Exchange Rule 1000(b)(14)(i)(b) and (c) and replace it with language referring to 

“9 legs.” These changes are reflected in the attached Exhibit 4. The Exchange also 

proposes to amend the language stating “four legs” in Form 19b4 at pages 6, 13 and 18 

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

2 17 CFR 240.19b-4. 
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and change that language to “eight legs” and amend “five legs” in Form 19b4 at pages 6, 

13, 14, and 18 and footnote 10 and change that language to “nine legs.” 

Therefore, the third sentence of the first full paragraph of page 6 would be 

changed as follows with respect to the Cancel and Replace language: 

A cancel and replace order is a type of order that replaces a prior order.  The 
Exchange believes that the second order (the replacement order) should be 
counted as a new order.  Complex Orders consisting of eight legs or fewer will be 
counted as a single order, and with Complex Orders of nine options legs or more, 
each leg will count as a separate order. 

The first sentence and the last two sentences of the second full paragraph of pages 

13-14 x shall be amended as follows: 

Further, the Exchange’s interpretation that Complex Orders consisting of eight 
legs or fewer will be counted as a single order, and respecting Complex Orders of 
nine options legs or more, each leg will count as a separate order is consistent 
with the Act, because the Exchange believes that nine or more options legs is 
sufficient quantity to justify counting these orders separately toward the volume 
count.  The initial purpose of the rule change was to distinguish retail investors 
over market Professionals.  The Exchange believes that typically Customer orders 
will not be as complex as to have nine legs and therefore using nine as the 
threshold reasonably differentiates Customer orders from Professional orders. 
The Exchange believes that nine or more options legs evidences the distinction 
between the trading behavior of a retail investors as compared to a market 
Professional that would engaged in Complex Orders with nine or more options 
legs. 

The third full paragraph of Form 19b4 on page 18 shall be amended as follows: 

The Exchange’s interpretation that Complex Orders consisting of eight legs or 
fewer will be counted as a single order, and respecting Complex Orders of nine 
legs or more, each leg will count as a separate order does not create an undue 
burden on intra-market competition because the Exchange will apply this method 
of calculation uniformly among its member organizations. 

Footnote 10 of Form 19b4 would be amended as follows: 

Orders that have nine legs, where one leg is a stock, will be considered one order. 
Stock orders shall not count toward the number of legs. 
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Finally, the Exchange proposes these same amendments to Exhibit 1 at pages 24, 

31, 32 and 36 and footnote 10.  

Clarify Rule Text 

The Exchange proposes to amend Rule 1000(b)(14)(i)(b) to replace the words 

“with the exception of” with “including.” This change is reflected in the attached Exhibit 

4. The Exchange also proposes to amend Form 19b4 at page 6.  The Exchange proposes 

to amend the third sentence of the first full paragraph by replacing the words “The 

exception” at the start of the sentence with “In addition,” adding a comma after “orders” 

and removing “which.” The current sentence would be replaced with the following 

sentence: 

In addition to the cancel and replace orders, “single-strike algorithms,” are a 
series of cancel and replace orders in an individual strike which track the NBBO. 

A similar amendment would be made to Exhibit 1 at page 24. 

Additional Rule Text 

The Exchange proposes to amend Exchange Rule 1000(b)(14)(i)(d) to add 

additional rule text to make clear how an order that cancels and replaces a subordinate 

order will be handled.  The Exchange proposes to add the following rule text to 

1000(b)(14)(i)(d) after the second sentence: 

An order that cancels and replaces the subordinate order on the same side and 
series will count as one order. 
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EXHIBIT 4 

The text of the proposed rule change is marked below to show changes from the text of 

the proposed rule change as originally filed.  Double-underlined text is new and stricken 

text is being removed. 

NASDAQ PHLX Rules 
* * * * * 

Options Rules 

* * * * * 

Rule 1000. Applicability, Definitions and References 
(a) Applicability. The Rules in this Part shall be applicable to the trading on the 
Exchange in option contracts issued by the Options Clearing Corporation, the terms and 
conditions of such contracts, the exercise and settlement thereof, the handling of orders, 
and the conduct of accounts and other matters relating to options trading. Except to the 
extent that specific Rules in this Part govern or unless the context otherwise requires, the 
provisions of the By-Laws and of all other Rules and Policies of the Board of Directors 
shall be applicable to the trading on the Exchange of option contracts. 

(b) Definitions. The following terms as used in the Rules shall, unless the context 
otherwise indicates, have the meanings herein specified: 

1. – 13. No change. 

14. The term “professional” means any person or entity that (i) is not a broker or dealer in 
securities, and (ii) places more than 390 orders in listed options per day on average 
during a calendar month for its own beneficial account(s). A professional will be treated 
in the same manner as an off-floor broker-dealer for purposes of Rules 1014(g)(except 
with respect to all-or-none orders, which will be treated like customer orders, except that 
orders submitted pursuant to Rule 1080(n) for the beneficial account(s) of professionals 
with an all-or-none designation will be treated in the same manner as off-floor broker-
dealer orders), 1033(e), 1064.02 (except professional orders will be considered customer 
orders subject to facilitation), 1080(n) and 1080.07 as well as Options Floor Procedure 
Advices B-6 and F-5. Member organizations must indicate whether orders are for 
professionals. 

(i) Calculation of Professional Orders. With respect to computing the number of 
orders in listed options per day on average during a calendar month for its own 
beneficial account(s), the following shall apply: 
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(a) Each order is counted toward the number of orders, regardless of the 
options exchange to which the order was routed in determining 
Professional orders, except FLEX orders.  

(b) A cancel and replace order which replaces a prior order shall be 
counted as a second order, or multiple new orders in the case of Complex 
Order comprising 59 options legs or more, with the exception ofincluding 
“single-strike algorithms.” A cancel message is not an order. A series of 
cancel and replace orders in an individual strike, which track the NBBO, 
shall be counted as new orders. 

(c) Complex Orders consisting of 48 legs or fewer will be counted as a 
single order, and respecting Complex Orders of 59 options legs or more, 
each leg will count as a separate order. Stock orders shall not count toward 
the number of legs. 

(d) An order that converts into multiple subordinate orders to achieve an 
execution strategy shall be counted as one order per side and series, even 
if the order is routed away. An order that cancels and replaces the resulting 
subordinate order and results in multiple sides/series shall be counted as a 
new order per side and series. An order that cancels and replaces the 
subordinate order on the same side and series will count as one order. For 
purposes of counting Customer orders, if one Customer order on the same 
side and series is subsequently broken-up by a broker into multiple orders 
for purposes of execution or routed away, this order will count as one 
order. 

15. – 44. No change. 

(c) – (g) No change. 

* * * * * 
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