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Partial Amendment No. 1 to SR-PEARL-2021-35 

MIAX PEARL, LLC (“Exchange” or “MIAX Pearl”) submits this Partial Amendment 

No. 1 to SR-PEARL-2021-35, which was originally filed on July 20, 2021 and published in the 

Federal Register on August 2, 2021.1  The comment period expired on August 27, 2021 and no 

comments were submitted.  The Exchange now submits this Partial Amendment to provide 

additional specificity and justification for the Proposal.  This Partial Amendment does not alter 

the Proposal in any other manner. 

First, the Exchange proposes to replace the last paragraph that begins on the bottom of 

page 5 of the 19b-4 and the first full paragraph on page 19 of the Exhibit 1 with the following: 

The need for proposed rule change became apparent as a result of 

technology changes related to the Exchange’s recent implementation of the Reserve 

Quantity and Minimum Execution Quantity2 order instructions.3  These technology 

changes included changes to the Exchange’s re-pricing processes to account for the 

displayed and non-displayed portions of an order with a Reserve Quantity.4  This, 

                                                           
1  See Securities Exchange Act Release No. 92545 (August 2, 2021), 86 FR 43279 (August 

6, 2021) (SR-PEARL-2021-35) (“Proposal”).  Defined terms used herein shall have the 

same meaning as defined in the Proposal. 

2  See Exchange Rule 2614(c)(7). 

3  See MIAX Pearl Equities - Reminder: Announces Further Expansion of its Equity Trading 

Platform with the Launch of the Minimum Execution Quantity and Reserve Quantity Order 

Instructions; Both Available July 1st 2021, available at 

https://www.miaxoptions.com/alerts/2021/06/15/miax-pearl-equities-reminder-

announces-further-expansion-its-equity-trading (June 15, 2021). 

4  The Exchange notes that the displayed portion of a Reserve Order is subject to the 

Exchange’s Displayed Price Sliding Process under Exchange Rule 2614(g)(1) and the 

Reserve Quantity will be adjusted pursuant to the Non-Displayed Price Sliding Process 

under Exchange Rule 2614(g)(2).  See Exchange Rule 2614(c)(8). 



SR-PEARL-2021-35 Amendment No. 1  Page 4 of 8 

 

 

in turn, impacted how the System5 determines whether a short sale order is to be 

re-priced to comply with Regulation SHO.  For instance, Exchange Rule 

2614(g)(3)(C) provides that, “[d]uring a Short Sale Period, a short sale order will 

be executed and displayed without regard to price if, at the time of initial display 

of the short sale order, the order was at a price above the then current NBB.”  In 

other words, an order that is displayed at a price above the National Best Bid 

(“Permitted Price”) may stand its ground during a Short Sale Period when the 

National Best Bid changes and does not need to be re-priced to a new Permitted 

Price.6  The same is not true for a non-displayed short sale order, which cannot 

stand its ground, and must continue to be re-priced to a Permitted Price during a 

Short Sale Period.  Therefore, the System must account for the different treatment 

of displayed and non-displayed orders during a Short Sale Period and this, in turn, 

resulted in necessary technology changes to account for the different re-pricing 

processes for the displayed and non-displayed portions of an order with a Reserve 

Quantity.  In connection with these changes, the Exchange justly assessed, among 

other things, its repricing processes and their relationship with a position change 

made via a Cancel/Replace message when a Short Sale Period is in effect and 

whether any additional changes were necessary to ensure the ongoing resiliency of 

its re-pricing processes.  As a result of the above technology changes and the 

interaction of these changes and the current operation of the System, it became 

apparent to the Exchange that the change to the technology underlying its re-pricing 

                                                           
5  The term “System” means the automated trading system used by the Exchange for the 

trading of securities.  See Exchange Rule 100. 

6  See, e.g., 17 CFR 242. 201(b)(1)(iii)(A). 
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processes proposed herein is necessary to maintain the System’s resiliency and 

ongoing performance.  In sum, this change would adjust the Exchange’s re-pricing 

process to reevaluate an order for execution when that order’s position is changed 

via a Cancel/Replace message during a Short Sale Period and there is no 

corresponding change to the order’s price.7  This will consequently result in that 

order receiving a new timestamp, including where the order’s price remains 

unchanged.  The Exchange has determined to propose this change due to underlying 

technology concerns related to the complexity of its order re-pricing processes and 

to reasonably ensure the continued operation and resiliency of its System.  The 

Exchange submits this proposed rule change to make necessary technology changes 

to its re-pricing processes in an abundance of caution so that it may reinforce the 

reliability of its System and underlying technology.     

Next, the Exchange proposes to replace the last paragraph that begins on the bottom of 

page 6 of the 19b-4 and the first full paragraph on page 20 of the Exhibit 1 with the following: 

The proposed rule change reflects a necessary technology change that 

would improve the continued System resiliency and stability.  The Exchange notes 

that the proposed rule change is designed to address a discrete and potentially 

limited scenario that a Short Sale Period must be in effect when the position change 

is made via a Cancel/Replace message.  For example, between July 1, 2021 and 

September 7, 2021, all position changes made via a Cancel/Replace message were 

requested by one Equity Member and none of those position changes included a 

                                                           
7  Today, an order is not re-evaluated for execution when its position is changed via a 

Cancel/Replace message unless the order receives a new price.   
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price change and were requested during times when a Short Sale Period was not in 

effect.  Therefore, under this proposal, none of those position changes would have 

resulted in the order receiving a new timestamp and experiencing a loss in priority.  

All other position changes were made by the Equity Member canceling their 

existing order and entering a new order.8   

The proposed rule change is no different than where an order may receive a 

new timestamp when it is not re-priced, such as when an order’s size is increased 

via a Cancel/Replace message.  Further, as noted above, but for one Equity 

Member, other Equity Members seek to change their order’s position by canceling 

their existing order and entering a new order with a new position.  In this case, the 

order would be provided a new timestamp and experience a loss in priority.  The 

same outcome would result under the proposed rule change where an order’s 

position is changed via a Cancel/Replace message during a Short Sale Period. 

Next, the Exchange proposes to replace the sentence that begins on page 10 and ends on 

page 11 of the 19b-4 and begins on page 23 and ends on page 24 of the Exhibit 1 with the 

following: 

For example, an order whose position is changed from long to short during a Short 

Sale Period may not be priced at or below the national best bid and may either need 

to be repriced pursuant to the Exchange’s Short Sale Price Sliding Process or 

cancelled based on the Equity Member’s instructions. 

                                                           
8  If a Short Sale Period is not in effect, an order would retain its timestamp when its 

position is changed via a Cancel/Replace message. 
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Next, the Exchange proposes to add the following to footnote 23 of the 19b-4 and 

footnote 23 of the Exhibit 1 with the following: 

A change in an order’s price or position as well as an increase in an order’s size via 

a Cancel/Replace message implicitly results in a new order.  All Equity Members 

must, therefore, ensure continued compliance with the order marking and locate 

requirements of Regulation SHO (17 CFR 242.201) including compliance with 

Question 2.6 of the Commission’s “Responses to Frequently Asked Questions 

Concerning Regulation SHO” available at 

https://www.sec.gov/divisions/marketreg/mrfaqregsho1204.htm (last visited 

September 8, 2021). 

Next, the Exchange proposes to replace the last sentence of the first paragraph of Item 4 

in the 19b-4 and Section II.B. of the Exhibit 1 with the following: 

In each case, the order will receive a new timestamp at the time the position was 

changed via a Cancel/Replace message. 

Next, the Exchange proposes to replace the last sentence of the last paragraph of Item 4 

in the 19b-4 and Section II.B. of the Exhibit 1 with the following: 

Equity Members who make position changes during a Short Sale Period may 

consider the potential that their order may lose priority and may choose to price 

their orders more aggressively to improve their price positon on the MIAX Pearl 

Equities Book. 

Request for Accelerated Approval 

The Exchange requests that the Commission find good cause to grant accelerated 

approval of SR-PEARL-2021-35, as amended by this Partial Amendment No. 1, pursuant to 
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Section 19(b)(2) of the Exchange Act.  On July 20, 2021, the Exchange filed with the 

Commission a proposed rule change to amend Exchange Rule 2616, Priority of Orders, to 

provide that an order will receive a new timestamp when its position is modified via a 

Cancel/Replace message during a Short Sale Period.9  The Commission published the Proposal 

for notice and comment in the Federal Register on August 6, 2021.10  The comment period 

expired on August 27, 2021 and no comments were submitted.  Accelerated approval would 

allow the Exchange to implement the necessary technology change that would ensure continued 

System resiliency and stability in a timely manner.  These technology changes cannot be 

implemented until the Proposal is approved by the Commission. 

The Exchange now submits this Partial Amendment to provide additional specificity and 

justification for the Proposal.  This Partial Amendment does not alter the Proposal in any other 

manner.  Specifically, Partial Amendment No. 1 provides additional explanation and rationale 

behind the need for the Proposal, describes how the Proposal should have minimal impact based 

on past trading activity on the Exchange, enhances statements concerning each Equity Member’s 

obligations to comply with Regulation SHO, and corrects minor typographical errors.  None of 

these changes raise any new issues, nor does it make any substantive or material changes to the 

Proposal.  Rather, Partial Amendment No. 1 provides further justification and explanation of the 

reasoning behind the Proposal to provide market participants with a better understanding of the 

Proposal’s anticipated minimal impact and the Exchange’s need to propose this rule change. 

                                                           
9  Exchange Rule 2614(g)(3)(A) defines a Short Sale Period as the time when “a short sale 

price test restriction under Rule 201 of Regulation SHO” is in effect.  17 CFR 242.201. 

10  See supra note 1. 




