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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
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as published by the Commission (if applicable). The Office of the Federal Register
{OFR) offers guidance on Federal Register publicaticn requirements in the Federal
Registar Document Drafting Handbook, October 1998 Revision. For example, all
references {o the federal securities laws must include the corresponding cite to the
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date, Federal Register cite, Federal Register date, and corresponding file number
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the Act (17 CFR 240.0-3)
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Item 1. Text of Proposed Rule Change
(a) The Chicago Board Options Exchange, Incorporated (“CBOE” or

“Exchange”) is proposing to amend CBOE Rule 6.55, Multiple Representation Prohibited,
and to eliminate related Regulatory Circulars pertaining to joint account activity. The
Exchange is also proposing related amendments to CBOE Rule 8.9, Securities Accounts and
Orders of Market-Makers. The text of the proposed rule change is provided below

(additions are underlined and deletions are [bracketed]).

k* &k k%

Chicago Board Options Exchange, Incorporated
Rules

¥ ok ok ok ok

Rule 6.55 - Multiple Representation Prohibited
RULE 6.55. (a) No member, for any account in which the member has an interest or on
behalf of a customer, shall maintain with more than one broker orders for the purchase or
sale of the same option contract or other security, or the same combination of option
contracts or other securities, with the knowledge that such orders are for the account of the
same principal.
(b) Except in accordance with procedures established by the Exchange or with the
- Exchange's permission in individual cases, no individual Market-Maker shall enter or be
present in a trading crowd while a Floor Broker present in the trading crowd is holding an
order on behalf of the Market-Maker's individual account or an order initiated by the Market-
Maker for an account in which the Market-Maker has an interest. -
... Interpretations and Policies:
.01 An individual Market-Maker may permissibly enter a trading crowd in which a Floor
Broker is present who holds an order on behalf of the Market-Maker's individual account or
an order initiated by the Market-Maker for an account in which the Market-Maker has an-
interest if one of the following procedures is followed:

(a) The Market-Maker cancels the order prior to entering the trading crowd or t[T]he

Market-Maker makes the Floor Broker aware of the Market-Maker's intention to enter the
trading crowd and the Floor Broker cancels the order. If the Market-Maker wishes to re-enter
the order upon the Market-Maker's exit from the trading crowd, a new order must be entered.

[(b) The Market-Maker cancels the order prior to the Market-Maker's entry into the
trading crowd. If the Market-Maker wishes to re-enter the order upon the Market-Maker's
exit from the trading crowd, a new order must be entered.]

[.02 Exchange regulatory circulars concerning joint accounts should be consulted in
connection with procedures governing the simultaneous presence in a trading crowd of
participants in and orders for the same joint account.
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.03 Subject to the requirements of Rule 6.9 or 6.74, as applicable, a Market-Maker may
permissibly enter or be present in a trading crowd in which a Floor Broker is present who
holds (a) a solicited order on behalf of the Market-Maker's individual or joint account or (b) a
solicited order initiated by the Market-Maker for an account in which the Market-Maker has
an interest, provided that the Market-Maker makes the Floor Broker aware of the Market-
Maker's intention to enter or to be present in the trading crowd and the Market-Maker
refrains from trading in-person on the same trade as the original order. It is the responsibility
of the Market-Maker utilizing these procedures to ascertain whether solicited orders for the
Market-Maker's joint account have been entered in a trading crowd prior to the Market-
Maker trading the joint account in-person.

.04 A Market-Maker may permissibly enter or be present in a trading crowd in which a Floor
Broker is present who holds an order on behalf of the Market-Maker's individual account or
an order initiated by the Market-Maker for an account in which the Market-Maker has an

interest, provided that t]

(b} The Market-Maker makes the Floor Broker aware of the Market-Maker's intention
to enter or to be present in the trading crowd and the Market-Maker refrains from trading in-
person on the same trade as the order being represented by the Floor Broker unless other in-
crowd market participants choose not to trade the remaining portion of the order.

.02 The following procedures apply to the simultaneous presence in a trading crowd of
participants in and orders for the same joint account:
-(a) Joint accounts may be simultaneously represented in a trading crowd by
participants trading in-person for the joint account.
(b) Joint account participants who are not trading in-person in a trading crowd may
enter orders for the joint account with Floor Brokers even if other participants are trading the

same joint account in-person.

{c) When series are simultaneously opened during rotation, joint account participants
trading the joint account in-person may enter orders for the joint account with Floor Brokers
in series where they are unable to trade the joint account in-person.

: . (d) There is no restriction on the number of joint account participants that may
participate on behaif of the joint account on the same trade.

(e) When joint account participants are trading in-person in a trading crowd for their
individual account or as a Floor Broker, another participant of the joint account may trade for

the joint account in-person or enter orders for the joint account with Floor Brokers.

(f) Except as otherwise permitted under Rule 6.55, members are reminded that they are
prohibited from entering orders for their individual or joint accounts while they are trading in-
person in a trading crowd even if the orders are for an account they are not then actively

trading,
(g) Members must ensure that they do not trade in-person or by orders such that (i) a:

trade occurs between a joint account participant’s individual market-maker account and the

joint account of which he or she is a participant, or (ii) a trade occurs in which the buyer and
seller are representing the same joint account and are on opposite sides of a transaction. It is
the responsibility of a joint account participant to ascertain whether joint account orders have
been entered in a crowd prior to trading the joint account in-person.
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(h) Joint account participants may not act as a Floor Broker for the joint account of

which they are a participant.

(i) Members may alternate trading in-person for their individual account and their joint

account while in a trading crowd.

(1) When completing a trade ticket for Market-Maker joint account transactions, it
must contain such information as may be required by the Exchange under Rule 6.51(d).

* * * * *

[Regulatory Circular RG01-60

Date: May 7, 2001

To: Members

From: Regulatory Services Division

Re: Joint Account Participant Trading In Equity Options

This memorandum addresses procedures established by the Equity Floor Procedure
Committee ("EFPC") regarding the trading activities of joint account participants in equity
option crowds. These procedures do not apply to the trading activities of DPMs in their
appointed option classes. These procedures supplement Exchange Rules regarding
transactions on the floor by members. The requirements governing joint account trading on
RAES are contained in the rules and memoranda regarding the operations and ehglblhty
requirements for that system (See Rules 6.8 and 8.16).

The EFPC has determined that the following procedures apply to the trading of joint accounts
in equity options:

| A joint account may be simultaneously represented in a trading crowd only by
participants trading in-person. Orders for a joint account may not be entered in a
crowd where a participant of the joint account is trading in-person for the joint
account. However, if no participant is trading in-person for the joint account, orders
may be entered via floor broker so long as the same option series in not represented
by more than one floor broker.

2. Members may alternate trading in-person between their individual and joint accounts
while in the crowd. Members who alternate trading between accounts must ensure
that while trading the joint account another participant does not enter orders through a
broker for the joint account in the same crowd or that an order is not being
continuously represented for the joint account in the same crowd.

3. The EFPC has determined that it is the responsibility of a joint account participant to
ascertain whether joint account orders have been entered in a crowd prior to trading
the joint account in-person.

4. Joint account participants may not act as a floor broker for the joint account of which
they are a participant.
5. When a joint account participant is trading in a crowd for his individual account or

actively as a floor broker for accounts unrelated to his joint account, another
participant of the joint account may either trade in-person for the joint account or
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enter orders for the joint account with other floor brokers.

6. Members are prohibited from entering orders in a particular crowd with floor brokers
for their individual or joint account whenever they are trading in-person in that
crowd; this applies even though the orders are for an account they are not then
actively trading.

7. It 1s a member's responsibility to ensure that they do not trade in-person or enter
orders with floor brokers such that:

(a) a trade occurs between a joint account participant's individual account and the
joint account of which he or she is a participant, or

(b) a trade occurs in which the buyer and seller are representing the same joint
account and are on opposite sides of a transaction.

Joint Account Identification
The proper procedure for completing a trade ticket for joint account transactions is that both

the initiating member's acronym and the joint account acronym must be recorded. This
information is required to insure that the initiating joint account member receives credit for
such transactions as they relate to reporting and market performance obligations set forth in

Exchange Rules 6.51(d) and 8.7.03.
Requests for exemptions from the above procedures should be directed to the EFPC.

Questions regarding this memorandum may be directed to Pat Cerny at (312) 786-7722 or
Steve Slawinski at (312) 786-7744 in the Department of Market Regulation.

(RG98-94, revised)]

[Regulatory Circular RG01-128

Date: August 13, 2001

To: Members

From: Regulatory Services Division

Re: Joint Account Trading In Certain Broad-Based Index Options And Options on

Exchange-Traded Fund Shares

This memorandum addresses procedures established by the Exchange regarding the trading
activities of joint account participants in the OEX, SPX, DJX, MNX, NDX, and QQQ
("Index") option classes. These procedures supplement Exchange Rules regarding transactions
on the floor by members. Additional procedures for joint accounts trading on RAES are
contained in the rules and memoranda regarding the operations and eligibility requirements for

those systems.

The Committees have established that the following procedures apply to the trading of joint
accounts in Index options:
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Joint accounts may be simultaneously represented in an Index crowd by participants
trading in-person for the joint account.

Joint account participants who are not trading in-person in an Index crowd, may enter
orders for the joint account with floor brokers even if other participants are trading the
same joint account in-person.

When series are simultaneously opened during rotation, joint account participants
trading the joint account in-person may enter orders for the joint account with floor
brokers in series where they are unable to trade the joint account in-person.

There is no restriction on the number of joint account participants that may participate
on behalf of the joint account on the same trade in the Index. -

When joint account participants are trading in an Index crowd for their individual
account or as a floor broker, another participant of the joint account may trade for the
joint account in-person or enter orders for the joint account with floor brokers.

Except for the exemption described in number 7, members are reminded that they are
prohibited from entering orders for their individual or joint accounts while they are
trading in-person in an Index crowd even if the orders are for an account they are not
then actively trading.

Notwithstanding the restriction described in #6, managers of Exchange approved RAES
joint accounts may enter orders with floor brokers for the RAES joint account if the
manager is trading in-person for his individual account in the Index crowd. If the
manager is trading in-person for the joint account the manager may not enter an order
for the joint account with a floor broker. CLERKS MAY NOT ENTER ORDERS VIA
THE USE OF RAES TATS BY GIVING THEM TO FLOOR BROKERS TO CLOSE-
OUT POSITIONS.

Members must ensure that they do not trade in-person or by orders such that:

a) a trade occurs between a joint account participant's individual market-maker account
and the joint account of which he or she is a participant, or

{(b) a trade occurs in which the buyer and seller are representing the same joint account
and are on opposite sides of a transaction.

Joint account participants may not act as a floor broker for the joint account of which
they are a participant.

Members may alternate trading in-person for their individual account and their joint
account while in an Index crowd.

Joint Account Identification

The proper procedure for completing a trade ticket for joint account transactions is that both the
member's and joint account acronym must be included. This information is required to insure
that the initiating joint account member receives credit for such transactions as they relate to
reporting and market performance obligations set forth in Exchange Rules 6.51 (d) and 8.7.03.

Requests for exemptions from the above procedures should be directed to the appropriate
Committee.

Questions regarding this memorandum may be directed to either Pat Cerny at (312) 786-7722
or Michael Felty at (312) 786- 7504 in the Department of Market Regulation.
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(RG01-59, revised)]

* 3k kK

Rule 8.9 — Securities Accounts and Orders of Market-Makets
ok e ok ok

... Interpretations and Policies:
ok kkok

.03 For purposes of evaluating Market-Maker performance in accordance with Rule 8.7.03,
trading activity in [the] a joint account shall be credited to the [participant initiating each
transaction]Market-Maker either individually or collectively with the Market-Makers of the
same member organization.

Kok k&
(b)  Notapplicable.
(c) Not applicable.
Item 2. Procedures of the Self-Regulatory Organization

(a) The CBOE's Office of the Chairman pursuant to delegated authority approved
the proposed rule change on January 28, 2010. No further action is required.

(b) Please refer questions and comments on the proposed rule change to Joanne
Moftic-Silver, General Counsel, CBOE, 400 South LaSalle, Chicago, IL. 60605, (312) 786-

7462 or Jennifer Lamie, (312) 786-7576.

Item 3. Self-Regulatory Organization's Statement of the Purpose of, and Statutory Basis
for, the Proposed Rule Change
(a) Purpose
Background

CBOE Rule 6.55 pertains to multiple representation by an individual Market-Maker
in open outcry. Currently, the rule provides in relevant part that, except in accordance with
| procedures established by the Exchange or with respect the Exchange’s permission in
individual cases, no Market-Maker shall enter or be present in a trading crowd while a Floor

Broker present in the trading crowd is holding an order on behalf of the Market-Maker’s
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individual account or an order initiated by the Market-Maker for an account in which the
Market-Maker has an interest.

In addition, Interpretation and Policy .02 to CBOE Rule 6.55 advises members to
consult CBOE’s Regulatory Circulars for procedures governing the simultaneous presence in
a trading crowd of participants in and orders for the same joint account. The relevant
circulars, RG01-60 and RG01-1'28, set forth Exchange procedures and requirements for
trading in joint accounts that vary depending upon whether the particular trading occurs in
equity options or in index options and options on exchange-traded funds (“ETFs™).! While

certain restrictions apply to joint account activity in equity options,” there are generally no

: The Regulatory Circular governing joint account trading in equity products, RG01-
60, was last amended through Securities Exchange Act Release No. 44152 (April 5,
2001), 66 FR 19262 (April 13, 2001)(SR-CBOE-00-13). The Regulatory Circular
governing joint account trading in certain index options and options on ETFs was last
amended through Securities Exchange Act Release No. 44433 (June 15, 2001), 66 FR

33589 (June 22, 2001)(SR-CBOE-2001-30).

2 For equity option classes, RG01-60 currently provides in part that: (i) a joint account
- may be simultaneously represented in a trading crowd only by participants trading in-

person; orders for a joint account may not be entered in a crowd where a participant
of the joint account is trading in-person for the joint account; however, if no
participant is trading in-person for the joint account, orders may be entered via Floor
Broker so long as the same option series in not represented by more than one Floor
Broker; (ii} members may alternate trading in-person between their individual and
joint accounts while in the crowd; members who alternate trading between accounts
must ensure that while trading the joint account another participant does not enter
orders through a Floor Broker for the joint account in the same crowd or that an order
is not being continuously represented for the joint account in the same crowd; (iii) it
is the responsibility of a joint account participant to ascertain whether joint account
orders have been entered in a crowd prior to trading the joint account in-person; (iv)
joint account participants may not act as a Floor Broker for the joint account of which
they are a participant; (v) when a joint account participant is trading in a crowd for his
individual account or actively as a Floor Broker for accounts unrelated to his joint
account, another participant of the joint account may either trade in-person for the
joint account or enter orders for the joint account with other Floor Brokers; (vi)
members are prohibited from entering orders in a particular crowd with Floor Brokers
for their individual or joint account whenever they are trading in-person in that
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restrictions on the joint account activity of an individual Market-Maker vis-a-vis other joint

account participants in certain index and ETF options except that the members ensure that

they do not trade in-person or by orders such that (i) a trade occurs between a joint account

participant's individual Market-Maker account and the joint account of which he is a

participant, or (ii) a trade occurs in which the buyer and seller are representing the same joint

account and are on opposite sides of a transaction. These limitations on trading between a

Market-Maker’s individual account or a joint account in which he is a participant and another

crowd; this applies even though the orders are for an account they are not then
actively trading. Other exceptions to these procedures and requirements may apply.
For example, exceptions to item (vi) above are currently outlined in Interpretations
and Policies .01, .03 and .04 of CBOE Rule 6.55.

For certain index.and ETF option classes, RG01-128 currently provides in part that:
(i) joint accounts may be simultaneously represented in a trading crowd by
participants trading in-person for the joint account; (ii) joint account participants who
are not trading in-person in a trading crowd, may enter orders for the joint account
with Floor Brokers even if other participants are trading the same joint account in-
person; (ii1) when series are simultaneously opened during rotation, joint account
participants trading the joint account in-person may enter orders for the joint account
with Floor Brokers in series where they are unable to trade the joint account in-
person; (iv) there is no restriction on the number of joint account participants that
' may participate on behalf of the joint account on the same trade in the option; (v)
when joint account participants are trading in a trading crowd for their individual
account or as a Floor Broker, another participant of the joint account may trade for
the joint account in-person or enter orders for the joint account with Floor Brokers;
“(vi) except for the exemption described in (vii) below, members are prohibited from
entering orders for their individual or joint accounts while they are trading in-person
in a trading crowd even if the orders are for an account they are not then actively
trading; (vii) managers of Exchange approved RAES joint accounts may enter orders
with Floor Brokers for the RAES joint account if the manager is trading in-person for
his individual account in the trading crowd; if the manager is trading in-person for the
joint account the manager may not enter an order for the joint account with a Floor
Broker; (viii) joint account participants may not act as a Floor Broker for the joint
account of which they are a participant; and (ix) members may alternate trading in-
person for their individual account and their joint account while in a trading crowd.
Other exceptions to these procedures and requirements may apply. For example,
exceptions to item (vi) above are currently outlined in Interpretations and Policies .01,
.03 and .04 of CBOE Rule 6.55.
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member acting on behalf of the joint account are provided in RG01-60 and RG01-128, as
well as in Interpretation and Policy .06 to CBOE Rule 8.9. Interpretation and Policy .03 to
CBOE Rule 6.55 also sets forth in relevant part an exception procedure that applies to any
options class and allows a Market-Maker to enter or be present in the trading crowd when a
‘Floor Broker holds a solicited order on behalf of a Market-Maker’s joint account.* This
procedure is in addition to, and not a limitation of, the joint account exception procedures
identified in Interpretation and Policy .02.

Proposed Changes

In order to simplify the rule and create uniform requirements in all options classes for
joint account activity of an individual Market-Maker vis-a-vis other joint account
participants, the Exchange is proposing to apply the terms of the circular currently applicable
to trading in certain index and ETF options (RG01-128) to trading in all options classes. To
accomplish this change, the provisions of the index and ETF options circular (RG01-128)
will be incorporated into the rule text, replacing existing Interpretation and Policy .02,
CBOE does not propose to modify any of the existing joint account trading policies or

procedures set forth in RG01-128, except as noted below. The equity option circular (RGO1-

4 CBOE Rule 6.55.03 currently provides that, subject to the requirements of CBOE
Rule 6.9, Solicited Transactions, or 6.74, Crossing Orders, as applicable, a Market-
Maker may permissibly enter or be present in a trading crowd in which a Floor
Broker is present who holds (a) a solicited order on behalf of the Market-Maker's
individual or joint account or (b) a solicited order initiated by the Market-Maker for
an account in which the Market-Maker has an interest, provided that the Market-
Maker makes.the Floor Broker aware of the Market-Maker's intention to enter or to
be present in the trading crowd and the Market-Maker refrains from trading in-person
on the same trade as the original order. It is the responsibility of the Market-Maker
utilizing these procedures o ascertain whether solicited orders for the Market-
Maker's joint account have been entered in a trading crowd prior to the Market-Maker
trading the joint account in-person.
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60) will no longer be applicable and will be superseded by revised Interpretation and Policy
.02.

The joint account trading policies and procedures applicable to all options classes will
be the same as is set forth in RG01-128,’ except as follows. First, references to CBOE’s
Retail Automatic Execution System (“RAES™) will not be incorporated into the rule text.
CBOE no longer utilizes RAES and, therefore, the references in RG01-128 are outdated.
Second, RG01-128 includes a description of a manual process for identifying joint account
transactions on trade tickets that is outdated and no longer applicable, and thus will not be
incorporated into the rule text.® Proposed Rule 6.55.02(j) and amended Rule 8.9.03 will set
forth the updated process. In particular, proposed Rule 6.55.02(j) will provide that, when
completing a trade ticket for a joint account, it must contain such information as may be
required by the Exchange under Rule 6.51(d). Rule 8.9.03, as proposed to be amended,
would provide that, for purposes of evaluating Market-Maker performance in accordance
with Rule 8.7.03, trading activity in the joint account shall be credited to the Market-Maker

either individually or collectively with the Market-Makers of the same member

5 See note 3, supra, and related discussion.,
6 Specifically, RGO01-128 provides that the proper procedure for completing a trade

ticket for joint account transactions is that both the member’s and joint account
acronym must be included. The circular also indicates that this information is required
to ensure that the initiating joint account member receives credit for such transactions
as they relate to reporting and market performance obligations set forth in Exchange
Rules 6.51 (d) and 8.7.03. Rule 6.51(d) provides that each member shall file with the
Exchange trade information showing for each transaction certain trade information
specified in the Rule as well as such other information as may be required by the
Exchange. Rule 8.7.03 provides for certain percentage requirements that apply to
Market-Maker trading activity in appointed classes and in-person requirements for
Market-Makers in Hybrid 3.0 classes.
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organization.” Third, with respect to the prohibitions on Market-Makers trading with their
Jjoint account and on trades in which the buyer and seller represent the same joint account and
are on opposite sides of the transaction, the rule text will provide that it is the responsibility
of a joint account participant to ascertain whether joint account orders have been entered in a
crowd prior to trading the joint account in-person.

Lastly, CBOE is proposing to delete Interpretation and Policy .03 to Rule 6.55.% The
provisions in Interpretation and Policy .03 pertaining to simultaneous joint account activity
are no longer necessary given the above-described proposed changes to Interpretation and
Policy .02. The remaining provisions in Interpretation and Policy .03 pertaining to multiple
representation by an individual Market-Maker (for solicited orders entered on behalf of the
Market-Maker’s individual account or solicited orders initiated by the Market-Maker himself
for an account in which the Market-Maker has an interest) are no longer necessary since they

are duplicative of Interpretation and Policy .04.

7 This change is intended to update Rule 8.9.03 to be consistent with the provisions of
Rule 8.7.03. In accordance with Rule 6.51(d)(m), the Exchange may require that
other information beyond that specified in Rule 6.51(d) shall be reported for
Exchange transactions. In this regard, the Exchange intends to specify that
transactions for Market-Maker joint accounts be identified with the joint account
acronym. This trade information reporting requirement for joint account transactions,
and any changes thereto, will be announced to the membership via circular.

See note 4, supra.

s CBOE Rule 6.55.04, which is proposed to be renumbered to CBOE Rule 6.55.01(b),
applies to a Market-Maker’s orders generally, including solicited orders. In provides
that a Market-Maker may permissibly enter or be present in a trading crowd in which
a Floor Broker is present who holds an order on behalf of the Market-Maker's
individual account or an order initiated by the Market-Maker for an account in which
the Market-Maker has an interest, provided that (i) the Market-Maker makes the
Floor Broker aware of the Market-Maker's intention to enter or to be present in the
trading crowd and (ii) the Market-Maker refrains from trading in-person on the same
trade as the order being represented by the Floor Broker. In addition to renumbering






