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Partial Amendment No. 1 to SR-Phlx-2013-03 

 

NASDAQ OMX PHLX LLC (“Phlx”) is filing this Partial Amendment No. 1 to SR-Phlx-

2013-03 to make the following changes to the pending 19b-4 and Exhibit 1.  SR-Phlx-2013-03, 

as amended, remains consistent with the Securities Exchange Act of 1934 (“Act”), and 

specifically with Section 6(b)(5).   

This Partial Amendment No. 1 adds further explanation regarding the evolution of RSQT 

assignments and the ability for affiliates of RSQTOs to submit competitive bids in the same 

option, to the benefit of investors and market participants generally. 

Partial Amendment No. 1 adds footnote 20 after the first sentence of the second partial 

paragraph on page 11 of 33 in the 19b-4; and the first sentence of the first full paragraph on page 

25 of 33 in Exhibit 1.  New footnote 20 will read as follows: 

“The prohibition against affiliates of RSQTs submitting competitive quotations in 
options in which such RSQTs were assigned at the firm level was instituted almost 
eight years ago with the overlay of electronic market making and trading in the form 
of off-floor RSQTs onto a traditional open outcry trading floor.  At that time, the 
trading floor was principally populated by on-floor trading crowds, floor brokers and 
specialists; and, to a lesser extent, on-floor SQTs that were not prohibited from being 
affiliated with specialists and could send competitive quotes and trades electronically 
from the floor.  This traditional trading floor model has evolved into a robust, 
predominantly electronic trading environment, with significantly more off-floor than 
on-floor traders.  As such, although the prohibition was designed for a traditional 
trading floor that was receiving an electronic overlay in the form of new and untested 
electronic traders, namely RSQTs, the prohibition no longer makes sense in a 
predominantly electronic trading environment.  First, the prohibition was never 
applicable to SQTs but only to the new off-floor RSQTs - and is not applicable to 
SQTs now.  Removing the prohibition for RSQTs would treat the on and off-floor 
traders equally.  Second, RSQTs are no longer an unknown quantity, but rather over 
the years have evolved into an integral and tested component of the current electronic 
trading system.  Third, where there may have been a desire to prohibit affiliates of 
RSQTs from submitting competitive quotes at the beginning of the RSQT program 
when RSQT options assignments were instituted at the corporate level, that is no 
longer the case with options assignments being made at the individual RSQT level 
pursuant to this proposal.  And fourth, removal of the prohibition comports with the 
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growth of competitive quoting as a benefit to investors.  Continuance of the 
prohibition in the present electronic trading environment is counterproductive.” 
 

Note: The numbers of all footnotes in the 19b-4 and in Exhibit 1, starting with current footnotes 

20 and larger, are increased by a factor of one (e.g. current footnotes 20 becomes 21, and current 

footnotes 21 becomes 22). 
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