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Key Points 
 
The purpose of this circular is to formally advise members and member organizations of 
an interpretation to Exchange Rule 9.21.  Rule 9.21 - Communications to Customers, 
governs communications between Exchange members and their customers and other 
members of the public; primarily advertising, educational material and sales literature. In 
addition to Rule 9.21, the Exchange, along with the other options self regulatory 
organizations (“SROs”), has published Guidelines for Options Communications 
(“Guidelines”).1  The Guidelines explain the customer communications rules of the 
SROs and the interpretations of these rules.  The clarifying interpretation set forth below 
involves a long-standing Exchange position with regard to Rule 9.21 and the Guidelines 
concerning the requirement to discuss tax considerations concerning certain option 
strategies. 
 
     Discussion 
 
Tax Considerations 
 
Although Rule 9.21 is silent regarding tax considerations in customer communications, 
the Guidelines (Page 7) do require that tax considerations be discussed in 
communications in certain circumstances.  The Guidelines state: “depending upon the 
technical or specific nature of such communication, any one or more of the following 
points should be addressed,” and the Guidelines go on to note various considerations 
including taxes. 
 
It is the Exchange’s position that an advisory concerning taxes is required for 
educational material and sales literature involving specific, detailed and complex option 
strategies.  In addition, an advisory regarding taxes is not necessary where the 
communication is of a general, noncomplex nature or involves common basic options 
strategies (i.e., purchasing, covered writing or cash secured put writing).  In common, 

                                                           
1 The Guidelines were revised and republished in October 1991.  Copies may be obtained by contacting the CBOE 
at (312) 786-4111. 



basic option strategies, the tax consequences are straightforward.  The inclusion of a 
tax advisory in all communications, therefore, might serve to lessen the impact of the 
advisory in those cases where the advisory serves a useful purpose.  An example of an 
appropriate advisory concerning taxes, when one is needed, would be: “Because of the 
importance of tax considerations to many option transactions, the investor considering 
options should consult with his/her tax advisor as to how taxes affect the outcome of 
contemplated options transactions.” 
 
Questions concerning this regulatory circular may be directed to David Carlson at (312) 
786-7052 or Lawrence J. Bresnahan at (312) 786-7713. 


