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EXHIBIT 5 
 
New text is underlined; deleted text is in brackets. 
 

Nasdaq ISE Rulebook 
* * * * * 

Rule 804. Market Maker Quotations  

(a) – (f) No change. 

(g) Automated Quotation Adjustments.  
  

(1) Market Makers are required to utilize the Percentage, Volume, Delta and Vega 
Thresholds, each a Threshold, described in (A) - (D) below.  For each of these 
features, the Exchange’s system (“System”) will automatically remove a Market 
Maker’s quotes in all series in an options class when any of the Percentage 
Threshold, Volume Threshold, Delta Threshold or Vega Threshold, as described 
below, has been exceeded.  A Market Maker is required to specify a period of 
time not to exceed 30 seconds (“Specified Time Period”) during which the system 
will automatically remove a Market Maker's quotes in all series of an options 
class.  The Specified Time Period will commence for an options class every time 
an execution occurs in any series in such option class and will continue until the 
System removes quotes as described in (2) or (3) or the Specified Time Period 
expires.  The Specified Time Period operates on a rolling basis among all series in 
an options class in that there may be Specified Time Periods occurring 
simultaneously for each Threshold and such Specified Time Periods may overlap.  
The Specified Time Periods will be the same value for each protection described 
in (A) – (D) below.   

(A) Percentage Threshold.  A Market Maker must provide a specified 
percentage (“Percentage Threshold”), of not less than 1%, by which the 
System will automatically remove a Market Maker's quotes in all series of 
an options class.  For each series in an options class, the System will 
determine (i) during a Specified Time Period and for each side in a given 
series, a percentage calculated by dividing the size of a Market Maker’s 
quote size executed in a particular series (the numerator) by the Marker 
Maker’s quote size available at the time of execution plus the total number 
of the Market Marker’s quote size previously executed during the 
unexpired Specified Time Period (the denominator) (“Series Percentage”); 
and (ii) the sum of the Series Percentage in the options class (“Issue 
Percentage”) during a Specified Time Period.  The System tracks and 
calculates the net impact of positions in the same options class; long call 
percentages are offset by short call percentages, and long put percentages 
are offset by short put percentages in the Issue Percentage.  If the Issue 
Percentage exceeds the Percentage Threshold the System will 
automatically remove a Market Maker's quotes in all series of the options 
class during the Specified Time Period.   
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(B)Volume Threshold.  A Market Maker must provide a Volume 
Threshold by which the System will automatically remove a Market 
Maker's quotes in all series of an options class when the Market Maker 
executes a number of contracts which exceeds the designated number of 
contracts in all series in an options class. 

(C) Delta Threshold.  A Market Maker must provide a Delta Threshold 
by which the System will automatically remove a Market Maker's quotes 
in all series of an options class.  For each class of options, the System will 
maintain a Delta counter, which tracks the absolute value of the difference 
between (i) purchased call contracts plus sold put contracts and (ii) sold 
call contracts plus purchased put contracts.  If the Delta counter exceeds 
the Delta Threshold established by the Member, the System will 
automatically remove a Market Maker's quotes in all series of the options 
class.  

(D) Vega Threshold.  A Market Maker must provide a Vega Threshold 
by which the System will automatically remove a Market Maker's quotes 
in all series of an options class.  For each class of options, the System will 
maintain a Vega counter, which tracks the absolute value of purchased 
contracts minus sold contracts.  If the Vega counter exceeds the Vega 
Threshold established by the Member, the System will automatically 
remove a Market Maker's quotes in all series of the options class.   

(2) The System will automatically remove quotes in all series of an options class 
when the Percentage Threshold, Volume Threshold, Delta Threshold or Vega 
Threshold has been exceeded.  The System will send a Purge Notification Message 
to the Market Maker for all affected series when the above thresholds have been 
exceeded. 

(A) The Percentage Threshold, Volume Threshold, Delta Threshold and 
Vega Threshold are considered independently of each other. 

(B) Quotes will be automatically executed up to the Market Maker's size 
regardless of whether the execution would cause the Market Maker to exceed 
the Percentage Threshold, Volume Threshold, Delta Threshold or Vega 
Threshold. 

(3) Notwithstanding Rule 804(g)(1) and (2) above, if a Market Maker requests the 
System to remove quotes in all series of an options class, the System will 
automatically reset all Thresholds.   

(4) When the System removes quotes as a result of exceeding the Percentage 
Threshold, Volume Threshold, Delta Threshold or Vega Threshold, the Market 
Maker must send a re-entry indicator to re-enter the System.   
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(5) If a Market Maker does not provide a parameter for each of the automated 
quotation removal protections described in (1) (A-D) above, the Exchange will 
apply default parameters, which are announced to members.   
 
(6) In addition to the automated quotation removal protections described in (1) (A-
D) above, a Market Maker must provide a market wide parameter by which the 
Exchange will automatically remove a Market Maker’s quotes in all classes when, 
during a time period established by the Market Maker, the total number of quote 
removal events specified in Rule 804(g)(1)(A) – (D) and in Supplementary Material 
.04 to Rule 722 exceeds the market wide parameter provided to the Exchange by the 
Market Maker.  Market Makers may request the Exchange to set the market wide 
parameter to apply to just Nasdaq ISE or across Nasdaq ISE and Nasdaq GEMX.  
 

[(1) A market maker must provide parameters by which the Exchange will 
automatically remove a market maker's quotations in all series of an options class. 
If a market maker does not provide parameters then the Exchange will apply 
default parameters announced to members. The Exchange will automatically 
remove a market maker’s quotation when, during a time period established by the 
market maker, the market maker exceeds: (i) the specified number of total 
contracts in the class, (ii) the specified percentage of the total size of the market 
maker’s quotes in the class, (iii) the specified absolute value of the net between 
contracts bought and contracts sold in the class, or (iv) the specified absolute 
value of the net between (a) calls purchased plus puts sold in the class, and (b) 
calls sold plus puts purchased in the class. 

(2) A market maker must provide a market wide parameter by which the 
Exchange will automatically remove a market maker’s quotes in all classes when, 
during a time period established by the market maker, the total number of quote 
removal events specified in Rule 804(g)(1) and in Supplementary Material .04 to 
Rule 722 exceeds the market wide parameter provided to the Exchange by the 
market maker. Market makers may request the Exchange to set the market wide 
parameter to apply to just ISE or across ISE and ISE Gemini. If a market maker 
does not provide parameters then the Exchange will apply default parameters 
announced to members.] 

(h) No change. 

Supplementary Material to Rule 804 

.01 and .02 No change. 

* * * * * 
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