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Regulatory Circular RG15-048
Date: March 26, 2015

To: Trading Permit Holders
From: Registration Services Department
RE: Sponsored User Program Applicability During CBOE Extended Trading Hours

The purpose of this circular is to inform Trading Permit Holders (TPHSs) of the Sponsored User program’s
applicability during Extended Trading Hours (ETH). The Sponsored User program applies in the same
manner during ETH as it does during Regular Trading Hours (RTH).

Requirements

e Rule 6.20A (included below) sets forth the requirements for becoming a Sponsoring TPH and
Sponsored User and the ongoing responsibilities of Sponsoring TPHs and Sponsored Users.

e In order to submit a Sponsored User Agreement (included in the written supervisory procedures
described below), the Sponsoring TPH must be a Trading Permit Holder in good standing of the
Chicago Board Options Exchange, Incorporated (CBOE or the Exchange).

e To be a Sponsoring TPH during Extended Trading Hours, the TPH must have an ETH Trading
Permit.

e Sponsoring TPHs are required to comply with all applicable securities laws and regulations and
CBOE rules (including Rule 15c¢3-5 related to market access risk management controls), and are
responsible for ensuring compliance by their Sponsored Users with these laws, rules and
regulations.

e See the CBOE Fees Schedule for a description of fees applicable to Sponsoring TPHs and
Sponsored Users.

TPHSs that have agreed to sponsor Sponsored Users must submit the following document to the

Registration Services Department:

e Sponsoring Trading Permit Holder’'s Written Supervisory Procedures Related to the Sponsored User
Program https://www.cboe.org/publish/TPHForms/sponsor_2010.pdf

Process

e Following submission of the materials noted above and relevant fees, the Exchange will review the
materials for completeness and adequacy.

¢ Once the Exchange has determined that the materials noted in the checklist below are complete and
adequate, the Registration Services Department will inform the Sponsoring TPH and the Sponsored
User of the CBOE's acceptance of the Sponsored User registration status.

e The Sponsoring TPH and the Sponsored User must consult with the Exchange’s “API” Group
(api@cboe.com or 312-786-7300) to coordinate connectivity between the Sponsored User and the
Exchange.

e Once connectivity is established, a representative of the Exchange API Group will inform the
Sponsoring TPH of the Sponsored User’s ability to have electronic access to the Exchange
System(s).
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Rule 6.20A. Sponsored Users

(a) General. This Rule governs electronic access for the entry and execution of orders by Sponsored
Users with authorized access to the facilities and products specified below (referred to herein as the
“Exchange System(s)”) and the applicable requirements that Sponsored Users and Sponsoring Trading
Permit Holders are required to satisfy in order to engage in a Sponsoring Trading Permit
Holder/Sponsored User relationship. For purposes of this Rule, a “Sponsored User” is a person or entity
that has entered into a sponsorship arrangement with a Sponsoring Trading Permit Holder for purposes
of receiving electronic access to the Exchange System(s).

(b) Sponsored User. A Sponsored User may obtain and maintain authorized electronic access to the
Exchange System(s), only if such access is authorized in advance by one or more Sponsoring Trading
Permit Holders as follows:

(1) A Sponsored User must enter into a sponsorship arrangement with a “Sponsoring Trading Permit
Holder,” which is defined as a TPH organization that agrees to sponsor the Sponsored User’s
access to the Exchange System(s). The sponsorship arrangement consists of three separate
components:

(i) The Sponsored User must enter into and maintain a customer agreement(s) with its
Sponsoring Trading Permit Holder(s), establishing a proper relationship(s) and account(s)
through which the Sponsored User will be permitted to trade on the Exchange System(s).

(i) For a Sponsored User to obtain and maintain authorized access to the Exchange System(s),
the Sponsored User and its Sponsoring Trading Permit Holder must enter into a written
agreement that incorporates the following sponsorship provisions:

(A) The Sponsored User and its Sponsoring Trading Permit Holder must have entered into
and maintained a Sponsored User Agreement with the Exchange.

(B) The Sponsoring Trading Permit Holder acknowledges and agrees that:

() all orders entered by its Sponsored User, any person acting on behalf of such
Sponsored User (e.g., employees or agents of the Sponsored User), or any person
acting in the name of such Sponsored User (e.g., customers of the Sponsored User)
and any executions occurring as a result of such orders are binding in all respects on
the Sponsoring Trading Permit Holder; and

(I the Sponsoring Trading Permit Holder is responsible for any and all actions taken by
such Sponsored User and any person acting on behalf of or in the name of such
Sponsored User.

(C) The Sponsoring Trading Permit Holder agrees that it will be bound by and comply with
the Exchange’s Certificate of Incorporation, Bylaws, Rules and procedures, as well as any
other equivalent documents pertaining to the Exchange System(s) (the “Exchange Rules”),
and the Sponsored User agrees that it will be bound by and comply with the Exchange
Rules as if the Sponsored User were a Trading Permit Holder.
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(D) The Sponsored User agrees that it will maintain, keep current and provide to the
Sponsoring Trading Permit Holder a list of persons who have been granted access to the
Exchange System(s) on behalf of the Sponsored User (“Authorized Traders”).

(E) The Sponsored User agrees that it will familiarize its Authorized Traders with all of the
Sponsored User’s obligations under this Rule and will assure that they receive appropriate
training prior to any use of or access to the Exchange System(s).

(F) The Sponsored User agrees that it will not permit anyone other than Authorized Traders
to use or obtain access to the Exchange System(s).

(G) The Sponsored User agrees that it will take reasonable security precautions to prevent
unauthorized use of or access to the Exchange System(s), including unauthorized entry of
information into the Exchange System(s), or the information and data made available by the
Exchange. The Sponsored User understands and agrees that it is responsible for any and
all orders, trades and other messages and instructions entered, transmitted or received
under identifiers, passwords and security codes of the Sponsored User and any person
acting on behalf of or in the name of such Sponsored User, and for the trading and other
consequences thereof.

(H) The Sponsored User acknowledges its responsibility for establishing adequate
procedures and controls that permit it to effectively monitor use of and access to the
Exchange System(s) by any person acting on behalf of or in the name of the Sponsored
User for compliance with the terms of these sponsorship provisions.

() The Sponsored User agrees that it will pay when due all amounts, if any, payable to the
Sponsoring Trading Permit Holder, the Exchange or any other third parties that arise from
the Sponsored User’s use of or access to the Exchange System(s). Such amounts include,
but are not limited to, applicable Exchange and regulatory fees.

(iii) The Sponsored User and Sponsoring Trading Permit Holder must provide the Exchange with
a Sponsored User Agreement acknowledging and agreeing to the requirements of this Rule,
including an acknowledgement by the Sponsoring Trading Permit Holder of its responsibility for
the orders, executions and actions of its Sponsored User. To the extent the Sponsoring Trading
Permit Holder is not a clearing firm, the Sponsoring Trading Permit Holder’s clearing firm, which
must be a TPH organization, must provide the Exchange with a Letter of Authorization, which
specifically accepts responsibility for the clearance of the Sponsored User’s transactions. Upon
approval by the Clearing Corporation, if applicable, and filing with the Exchange, an existing
Letter of Authorization may be amended to include the Sponsoring Trading Permit
Holder/Sponsored User relationship. Sponsored User Agreements and Letters of Authorization
filed with the Exchange will remain in effect until a written notice of revocation has been filed with
the TPH Department. If such a written notice of revocation has not been filed with the TPH
Department at least one hour prior to the opening of trading on the particular business day, such
revocation shall not become effective until the close of trading on such day. A revocation shall in
no way relieve the Sponsoring Trading Permit Holder or, if applicable, the Sponsoring Trading
Permit Holder’s clearing firm of responsibility for transactions guaranteed prior to the effective
date of the revocation.

4
cboe.com CBOE 400 South LaSalle Street | Chicago, IL 60605



EXECUTE SUCCESS™

(2) Each Sponsoring Trading Permit Holder must maintain an up-to-date list of persons who may
obtain access to the Exchange System(s) on behalf of its Sponsored Users (i.e., Authorized Traders)
and must provide that list to the Exchange upon request. In addition, each Sponsoring Trading
Permit Holder must have reasonable procedures to ensure that Sponsored User and all of its
Sponsored Users’ Authorized Traders: (i) maintain the physical security of the Exchange and the
System, which includes, but is not limited to, the equipment for accessing the facilities of the
Exchange and the Exchanges System(s), to prevent the unauthorized use or access to the
Exchange or the Exchange System(s), including the unauthorized entry of information into the
Exchange or the Exchange System(s), or the information and data made available therein; and

(i) otherwise comply with the Exchange Rules. If the Exchange determines that a Sponsored User
or an Authorized Trader has caused a Sponsoring Trading Permit Holder to violate the Exchange
Rules, the Exchange may direct the Sponsoring Trading Permit Holder to suspend or withdraw the
Sponsored User’s status as a Sponsored User or the person’s status as an Authorized Trader and, if
so directed, the Sponsoring Trading Permit Holder must suspend or withdraw such status.

... Interpretations and Policies:

.01 Sponsored Users shall be permitted for the following Exchange Systems: the FLEX Hybrid Trading
System (“FLEX”), CBSX and CBOE. For FLEX and CBSX, the number of Sponsored Users shall be
unlimited. Except for FLEX and CBSX, the number of Sponsored Users having electronic access to
CBOE shall be limited to a total of 15 persons/entities (“Sponsored User Slots”). Sponsored User
applications for the CBOE Sponsored User Slots shall be submitted to the Exchange’s TPH Department
in a manner acceptable to the Exchange and will be processed in the order they are received on a time-
stamped basis. For applications received via facsimile or email the time-stamp shall be the time the
email/facsimile is received by the TPH Department. If there are more Sponsored User applications than
Sponsored User Slots, the Exchange will maintain a waitlist and use a First In, First Out (“FIFO”)
method for filling the 15 Sponsored User Slots. In the event a Sponsored User application is determined
by the TPH Department to be incomplete, the application will not be considered to have been submitted
under the FIFO method until a completed application is submitted.

* k k Kk %

Additional Information
Further questions regarding this circular may be directed to the Registration Services Department
at registration@cboe.com or (312) 786-7299.
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