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The self-regulatory organization must provide all required information, presented in a
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 publication
in the Federal Register as well as any requirements for electronic filing as published
by the Commission (if applicable). The Office of the Federal Register (OFR) offers
guidance on Federal Register publication requirements in the Federal Register
Document Drafting Handbook, October 1998 Revision. For example, all references to
the federal securities laws must include the corresponding cite to the United States
Code in a footnote. All references to SEC rules must include the corresponding cite
to the Code of Federal Regulations in a footnote. All references to Securities
Exchange Act Releases must include the release number, release date, Federal
Register cite, Federal Register date, and corresponding file number (e.g., SR-[SRO]
-xx-xx). A material failure to comply with these guidelines will result in the proposed
rule change being deemed not properly filed. See also Rule 0-3 under the Act (17
CFR 240.0-3)

The Notice section of this Form 19b-4 must comply with the guidelines for publication
in the Federal Register as well as any requirements for electronic filing as published
by the Commission (if applicable). The Office of the Federal Register (OFR) offers
guidance on Federal Register publication requirements in the Federal Register
Document Drafting Handbook, October 1998 Revision. For example, all references to
the federal securities laws must include the corresponding cite to the United States
Code in a footnote. All references to SEC rules must include the corresponding cite
to the Code of Federal Regulations in a footnote. All references to Securities
Exchange Act Releases must include the release number, release date, Federal
Register cite, Federal Register date, and corresponding file number (e.g., SR-[SRO]
-xx-xx). A material failure to comply with these guidelines will result in the proposed
rule change, security-based swap submission, or advance notice being deemed not
properly filed. See also Rule 0-3 under the Act (17 CFR 240.0-3)

Copies of notices, written comments, transcripts, other communications. If such
documents cannot be filed electronically in accordance with Instruction F, they shall be
filed in accordance with Instruction G.

Copies of any form, report, or questionnaire that the self-regulatory organization
proposes to use to help implement or operate the proposed rule change, or that is
referred to by the proposed rule change.

The full text shall be marked, in any convenient manner, to indicate additions to and
deletions from the immediately preceding filing. The purpose of Exhibit 4 is to permit
the staff to identify immediately the changes made from the text of the rule with which
it has been working.

The self-regulatory organization may choose to attach as Exhibit 5 proposed changes
to rule text in place of providing it in Iltem | and which may otherwise be more easily
readable if provided separately from Form 19b-4. Exhibit 5 shall be considered part
of the proposed rule change.

If the self-regulatory organization is amending only part of the text of a lengthy
proposed rule change, it may, with the Commission's permission, file only those
portions of the text of the proposed rule change in which changes are being made if
the filing (i.e. partial amendment) is clearly understandable on its face. Such partial
amendment shall be clearly identified and marked to show deletions and additions.



SR-CBOE-2019-068
Page 3 of 69

Item 1. Text of the Proposed Rule Change

(a) Cboe Exchange, Inc. (the “Exchange” or “Cboe Options”) proposes to move
the Rules in Chapter XVII, which governs Exchange disciplinary procedures, of the
currently effective Rulebook (“current Rulebook™) to proposed Chapter 13 of the shell
structure for the Exchange’s Rulebook that will become effective upon the migration of the
Exchange’s trading platform to the same system used by the Cboe Affiliated Exchanges
(as defined below) (“shell Rulebook™). The text of the proposed rule change is provided
in Exhibit 5.

(b) Not applicable.

() Not applicable.

Item 2. Procedures of the Self-Regulatory Organization

(a) The Exchange’s President (or designee) pursuant to delegated authority
approved the proposed rule change on September 25, 2019. The proposed rule change would
become operative on the date on which Cboe Options completes the migration of its trading
platform to the same system used by the Cboe Affiliated Exchanges (as defined below),
which is expected to occur on October 7, 2019.

(b) Please refer questions and comments on the proposed rule change to Pat
Sexton, Executive Vice President, General Counsel, and Corporate Secretary, (312) 786-
7467, or Rebecca Tenuta, (312) 786-7068, Cboe Exchange, Inc., 400 South LaSalle, Chicago,

Illinois 60605.
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Item 3. Self-Regulatory Organization’s Statement of the Purpose of, and
Statutory Basis for, the Proposed Rule Change

(a) Purpose

In 2016, the Exchange’s parent company, Cboe Global Markets, Inc. (formerly named
CBOE Holdings, Inc.) (“Cboe Global”), which is also the parent company of Cboe C2
Exchange, Inc. (“C2”), acquired Cboe EDGA Exchange, Inc. (“EDGA”), Cboe EDGX
Exchange, Inc. (“EDGX” or “EDGX Options”), Cboe BZX Exchange, Inc. (“BZX” or “BZX
Options™), and Cboe BYX Exchange, Inc. (“BYX” and, together with Cboe Options, C2,
EDGX, EDGA, and BZX, the “Cboe Affiliated Exchanges™). The Cboe Affiliated Exchanges
are working to align certain system functionality, retaining only intended differences, between
the Cboe Affiliated Exchanges, in the context of a technology migration. Cboe Options
intends to migrate its trading platform to the same system used by the Cboe Affiliated
Exchanges, which the Exchange expects to complete on October 7, 2019. In connection with
this technology migration, the Exchange has a shell Rulebook that resides alongside its current
Rulebook, which shell Rulebook will contain the Rules that will be in place upon completion
of the Cboe Options technology migration.

The Exchange proposes to relocate current Chapter XVII which governs Exchange
disciplinary procedures, to proposed Chapter 13 in the shell Rulebook. The Exchange notes
that in addition to relocating the disciplinary rules to proposed shell Chapter 13, the proposed
rule change deletes the rules from the current Rulebook. The proposed rule change relocates

the rules as follows:

Shell Rule

Current Rule

13.1 Disciplinary Jurisdiction

17.1 Disciplinary Jurisdiction

13.2 Compliant and Investigation

17.2 Compliant and Investigation
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13.3 Expedited Proceeding

17.3 Expedited Proceeding

13.4 Charges

17.4 Charges

13.5 Answer

17.5 Answer

13.6 Hearing

17.6 Hearing

13.7 Summary Proceedings

17.7 Summary Proceedings

13.8 Offers of Settlement

17.8 Offers of Settlement

13.9 Decision

17.9 Decision

13.10 Review

17.10 Review

13.11 Judgment and Sanction

17.11 Judgment and Sanction

13.12 Service of Notice

17.12 Service of Notice

13.13 Extension of Time Limits

17.13 Extension of Time Limits

13.14 Reporting to Central

Depository

Registration

17.14 Reporting to Central Registration
Depository

13.15 Imposition of Fines for Minor Rule
Violations

17.50 Imposition of Fines for Minor Rule
Violations

13.16 Ex Parte Communications

17.15 Ex Parte Communications

The proposed changes are of a non-substantive nature and will not amend the

relocated rules other than to update their numbers, conform paragraph structure and

number/lettering format to that of the shell Rulebook, and make cross-reference changes to

shell rules.

Statutory Basis

(b)

The Exchange believes the proposed rule change is consistent with the Securities

Exchange Act of 1934 (the “Act”) and the rules and regulations thereunder applicable to
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the Exchange and, in particular, the requirements of Section 6(b) of the Act.! Specifically,
the Exchange believes the proposed rule change is consistent with the Section 6(b)(5)?
requirements that the rules of an exchange be designed to prevent fraudulent and
manipulative acts and practices, to promote just and equitable principles of trade, to foster
cooperation and coordination with persons engaged in regulating, clearing, settling,
processing information with respect to, and facilitating transactions in securities, to remove
impediments to and perfect the mechanism of a free and open market and a national market
system, and, in general, to protect investors and the public interest. Additionally, the
Exchange believes the proposed rule change is consistent with the Section 6(b)(5)*
requirement that the rules of an exchange not be designed to permit unfair discrimination
between customers, issuers, brokers, or dealers.

As stated, the proposed rule change makes no substantive changes to the rules. The
proposed rule change is merely intended to relocate the Exchange’s rules to the shell
Rulebook and update their numbers, paragraph structure, including number and lettering
format, and cross-references to conform to the shell Rulebook as a whole in anticipation of
the technology migration on October 7, 2019. As such, the proposed rule change is
designed to promote just and equitable principles of trade, to remove impediments to and
perfect the mechanism of a free and open market and a national market system, and, in
general to protect investors and the public interest, by improving the way the Exchange’s

Rulebook is organized, making it easier to read, and, particularly, helping market

! 15 U.S.C. 78f(b).
2 15 U.S.C. 78f(b)(5).
3 I_d
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participants better understand the rules of the Exchange, which will also result in less
burdensome and more efficient regulatory compliance.

Item 4. Self-Regulatory Organization’s Statement on Burden on Competition

The Exchange does not believe that the proposed rule change will impose any
burden on competition not necessary or appropriate in furtherance of the purposes of the
Act. The proposed rule change is not intended as a competitive change, but rather, seeks to
make non-substantive rule changes in relocating the rules and updating cross-references to
shell rules in anticipation of the October 7, 2019 technology migration. The Exchange also
does not believe that the proposed rule change will impose any undue burden on
competition because the relocated rule text is exactly the same as the Exchange’s current
rules, all of which have all been previously filed with the Commission.

Item 5. Self-Regulatory Organization’s Statement on Comments on the Proposed
Rule Change Received from Members, Participants, or Others

The Exchange neither solicited nor received comments on the proposed rule change.

Item 6. Extension of Time Period for Commission Action
Not applicable.
Item 7. Basis for Summary Effectiveness Pursuant to Section 19(b)(3) or for
Accelerated Effectiveness Pursuant to Section 19(b)(2) or
Section 19(b)(7)(D)

(a) The proposed rule change is filed for immediate effectiveness pursuant to
Section 19(b)(3)(A) of Act* and Rule 19b-4(f)(6)° thereunder.
(b) The Exchange designates that the proposed rule change effects a change

that (i) does not significantly affect the protection of investors or the public interest;

4 15 U.S.C. 78s(b)(3)(A).
s 17 CFR 240.19b-4(f)(6).
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(i1) does not impose any significant burden on competition; and (iii) by its terms, does not
become operative for 30 days after the date of the filing, or such shorter time as the
Commission may designate if consistent with the protection of investors and the public
interest. Additionally, the Exchange has given the Commission written notice of its intent
to file the proposed rule change, along with a brief description and text of the proposed rule
change, at least five business days prior to the date of filing of the proposed rule change,
or such shorter time as designated by the Commission.

The proposed rule change will not significantly affect the protection of investors
and the public interest because it does not make any substantive changes to the Exchange
Rules, but merely relocates disciplinary rules to the shell Rulebook and updates update
their numbers, paragraph structure, including number and lettering format, and cross-
references to conform to the shell Rulebook as a whole upon the October 7, 2019
technology migration. The proposed non-substantive changes will make the Exchange
Rules easier to read and understand for all investors, benefiting investors and the public
interest by resulting in less burdensome and more efficient regulatory compliance upon
migration. The proposed rule change will not impose any significant burden on competition
because it is merely relocating the current Exchange Rules, all of which have been
previously filed with the Commission, and makes no substantive changes to the current
rules. As stated, the proposed rule change is not intended as a competitive filing but is
instead intended to provide an organized and uniform shell Rulebook to the benefit of all
market participants upon migration.

For the foregoing reasons, this rule filing qualifies as a “non-controversial” rule

change under Rule 19b-4()(6), which renders the proposed rule change effective upon
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filing with the Commission. At any time within 60 days of the filing of this proposed rule
change, the Commission summarily may temporarily suspend such rule change if it appears
to the Commission that such action is necessary or appropriate in the public interest, for
the protection of investors, or otherwise in furtherance of the purposes of the Act. If the
Commission takes such action, the Commission will institute proceedings to determine
whether the proposed rule change should be approved or disapproved.

The Exchange respectfully requests that the Commission waive the five-day pre-
filing requirement and the 30-day operative delay period after which a proposed rule
change under Rule 19b-4(f)(6) becomes effective so that the Exchange can restructure its
Rulebook as already approved by the Commission. As described above, the proposed rule
change merely relocates current rules into Chapter 13 of the shell Rulebook, which will be
effective upon migration on October 7, 2019. The proposed rule change makes no
substantive changes to any of the rules, thus, the proposed rule changes will have no impact
on trading on the Exchange, the operation of the Exchange, or any participant requirements.
The Exchange also notes that its participants have been notified of and preparing for the
October 7, 2019 migration, and resulting Rulebook restructuring, since April 5, 2018.6
Finally, the Exchange notes that other Exchanges have relocated their rules in a similar

manner.’ The Exchange believes that relocating the rules regarding Exchange disciplinary

6 See Cboe Global Markets News Release (April 5, 2018), available at
http://ir.cboe.com/~/media/Files/C/CBOE-IR-V2/press-release/2018/pr-04-05-
2018.pdf; see also Securities Exchange Act Release No. 84739 (December 6, 2018),
83 FR 63952 (December 12, 2018) (Notice of Filing and Immediate Effectiveness
of a Proposed Rule Change Relating To Adopt a Shell Structure for the Cboe
Options Rulebook in Connection With the Migration of the Exchange to Bats
Technology) (SR-CBOE-2018-074).

7 See e.g. Securities and Exchange Act Release No. 82505 (January 16, 2018), 83 FR
3037 (January 22, 2018) (Nasdaq PHLX LLC; Notice of Filing and Immediate



http://ir.cboe.com/%7E/media/Files/C/CBOE-IR-V2/press-release/2018/pr-04-05-2018.pdf
http://ir.cboe.com/%7E/media/Files/C/CBOE-IR-V2/press-release/2018/pr-04-05-2018.pdf
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procedures, which currently remain in the current Rulebook, to proposed Chapter 13 of the
shell Rulebook, as well as updating their numbers, paragraph structure, including number
and lettering format, and cross-references to conform to the shell Rulebook will provide
investors with a holistic Exchange Rulebook upon migration. Therefore, the Exchange
respectfully requests that the Commission waive the five-day pre-filing requirement and
the 30-day operative delay so that the proposed rule change promptly becomes effective
October 7, 2019 and avoids any potential confusion by providing investors with a complete
Exchange Rulebook upon the completion of migration.

() Not applicable.

(d) Not applicable.

Item 8. Proposed Rule Change Based on Rules of Another Self-Regulatory
Organization or of the Commission

The proposed rule change is not based on a rule either of another self-regulatory

organization of the Commission.

Item 9. Security-Based Swap Submissions Filed Pursuant to Section 3C of the
Act
Not applicable.
Item 10. Advance Notices Filed Pursuant to Section 806(e) of the Pavment,

Clearing and Settlement Supervision Act

Not applicable.

Effectiveness of Proposed Rule Change To Relocate Price Improvement XL Rule)
(SR-PhIx-2018-06); and Securities and Exchange Act Release No. 84659
(November 27, 2018), 83 FR 62391 (Notice of Filing and Immediate Effectiveness
of Proposed Rule Change To Relocate the Exchange's Options Exercise and
Delivery Rules) (SR-BX-2018-056).
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Item 11. Exhibits

Exhibit 1. Completed Notice of Proposed Rule Change for publication in the
Federal Register.

Exhibit SA.  Proposed rule text — current Rulebook.

Exhibit 5B.  Proposed rule text — shell Rulebook.
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EXHIBIT 1

SECURITIES AND EXCHANGE COMMISSION

[Release No. 34- ; File No. SR-CBOE-2019-068]

[Insert date]

Self-Regulatory Organizations; Cboe Exchange, Inc.; Notice of Filing and Immediate
Effectiveness of a Proposed Rule Change Relating to Move the Rules in Chapter XVII,
Which Governs Exchange Disciplinary Procedures, of the Currently Effective Rulebook
(“Current Rulebook™) to Proposed Chapter 13 of the Shell Structure for the Exchange’s
Rulebook that will Become Effective Upon the Migration of the Exchange’s Trading
Platform to the Same System Used by the Cboe Affiliated Exchanges (as Defined Below)
(“’Shell Rulebook™)

Pursuant to Section 19(b)(1) of the Securities Exchange Act of 1934 (the “Act”),!
and Rule 19b-4 thereunder,? notice is hereby given that on [insert date], Cboe Exchange,
Inc. (the “Exchange” or “Cboe Options™”) filed with the Securities and Exchange
Commission (the “Commission”) the proposed rule change as described in Items I, II, and
IIT below, which Items have been prepared by the Exchange. The Exchange filed the
proposal as a “non-controversial” proposed rule change pursuant to Section 19(b)(3)(A)(ii1)
of the Act® and Rule 19b-4(f)(6) thereunder.* The Commission is publishing this notice to

solicit comments on the proposed rule change from interested persons.

I. Self-Regulatory Organization’s Statement of the Terms of Substance of the
Proposed Rule Change

Cboe Exchange, Inc. (the “Exchange” or “Cboe Options”) proposes to move the
Rules in Chapter XVII, which governs Exchange disciplinary procedures, of the currently

effective Rulebook (“current Rulebook™) to proposed Chapter 13 of the shell structure for

! 15U.S.C. 78s(b)(1).

2 17 CFR 240.19b-4.

3 15 U.S.C. 78s(b)(3)(A)(iii).
4 17 CFR 240.19b-4(£)(6).
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the Exchange’s Rulebook that will become effective upon the migration of the
Exchange’s trading platform to the same system used by the Cboe Affiliated Exchanges
(as defined below) (“shell Rulebook™). The text of the proposed rule change is provided
in Exhibit 5.

The text of the proposed rule change is also available on the Exchange’s website

(http://www.cboe.com/AboutCBOE/CBOELegalRegulatoryHome.aspx), at the Exchange’s

Office of the Secretary, and at the Commission’s Public Reference Room.

1I. Self-Regulatory Organization’s Statement of the Purpose of, and Statutory
Basis for, the Proposed Rule Change

In its filing with the Commission, the Exchange included statements concerning the
purpose of and basis for the proposed rule change and discussed any comments it received
on the proposed rule change. The text of these statements may be examined at the places
specified in Item IV below. The Exchange has prepared summaries, set forth in sections A,
B, and C below, of the most significant aspects of such statements.

A. Self-Regulatory Organization’s Statement of the Purpose of, and Statutory
Basis for, the Proposed Rule Change

1. Purpose

In 2016, the Exchange’s parent company, Cboe Global Markets, Inc. (formerly
named CBOE Holdings, Inc.) (“Cboe Global’), which is also the parent company of Cboe
C2 Exchange, Inc. (“C2”), acquired Cboe EDGA Exchange, Inc. (“EDGA”), Cboe EDGX
Exchange, Inc. (“EDGX” or “EDGX Options”), Cboe BZX Exchange, Inc. (“BZX” or
“BZX Options”), and Cboe BYX Exchange, Inc. (“BYX” and, together with Cboe Options,
C2, EDGX, EDGA, and BZX, the “Cboe Affiliated Exchanges”). The Cboe Affiliated

Exchanges are working to align certain system functionality, retaining only intended


http://www.cboe.com/AboutCBOE/CBOELegalRegulatoryHome.aspx
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differences, between the Cboe Affiliated Exchanges, in the context of a technology
migration. Cboe Options intends to migrate its trading platform to the same system used by
the Cboe Affiliated Exchanges, which the Exchange expects to complete on October 7,
2019. In connection with this technology migration, the Exchange has a shell Rulebook that
resides alongside its current Rulebook, which shell Rulebook will contain the Rules that will
be in place upon completion of the Cboe Options technology migration.

The Exchange proposes to relocate current Chapter XVII which governs Exchange
disciplinary procedures, to proposed Chapter 13 in the shell Rulebook. The Exchange notes
that in addition to relocating the disciplinary rules to proposed shell Chapter 13, the
proposed rule change deletes the rules from the current Rulebook. The proposed rule change

relocates the rules as follows:

Shell Rule Current Rule

13.1 Disciplinary Jurisdiction 17.1 Disciplinary Jurisdiction
13.2 Compliant and Investigation 17.2 Compliant and Investigation
13.3 Expedited Proceeding 17.3 Expedited Proceeding
13.4 Charges 17.4 Charges

13.5 Answer 17.5 Answer

13.6 Hearing 17.6 Hearing

13.7 Summary Proceedings 17.7 Summary Proceedings
13.8 Offers of Settlement 17.8 Offers of Settlement
13.9 Decision 17.9 Decision

13.10 Review 17.10 Review

13.11 Judgment and Sanction 17.11 Judgment and Sanction
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13.12 Service of Notice

17.12 Service of Notice

13.13 Extension of Time Limits

17.13 Extension of Time Limits

13.14 Reporting to Central Registration
Depository

17.14 Reporting to Central Registration
Depository

13.15 Imposition of Fines for Minor Rule
Violations

17.50 Imposition of Fines for Minor Rule
Violations

13.16 Ex Parte Communications

17.15 Ex Parte Communications

The proposed changes are of a non-substantive nature and will not amend the
relocated rules other than to update their numbers, conform paragraph structure and
number/lettering format to that of the shell Rulebook, and make cross-reference changes
to shell rules.

2. Statutory Basis

The Exchange believes the proposed rule change is consistent with the Securities
Exchange Act of 1934 (the “Act”) and the rules and regulations thereunder applicable to
the Exchange and, in particular, the requirements of Section 6(b) of the Act.’
Specifically, the Exchange believes the proposed rule change is consistent with the
Section 6(b)(5)° requirements that the rules of an exchange be designed to prevent
fraudulent and manipulative acts and practices, to promote just and equitable principles
of trade, to foster cooperation and coordination with persons engaged in regulating,
clearing, settling, processing information with respect to, and facilitating transactions in
securities, to remove impediments to and perfect the mechanism of a free and open

market and a national market system, and, in general, to protect investors and the public

> 15 U.S.C. 78f(b).
6 15 U.S.C. 78f(b)(5).



SR-CBOE-2019-068
Page 16 of 69

interest. Additionally, the Exchange believes the proposed rule change is consistent with
the Section 6(b)(5)” requirement that the rules of an exchange not be designed to permit
unfair discrimination between customers, issuers, brokers, or dealers.

As stated, the proposed rule change makes no substantive changes to the rules.
The proposed rule change is merely intended to relocate the Exchange’s rules to the shell
Rulebook and update their numbers, paragraph structure, including number and lettering
format, and cross-references to conform to the shell Rulebook as a whole in anticipation
of the technology migration on October 7, 2019. As such, the proposed rule change is
designed to promote just and equitable principles of trade, to remove impediments to and
perfect the mechanism of a free and open market and a national market system, and, in
general to protect investors and the public interest, by improving the way the Exchange’s
Rulebook is organized, making it easier to read, and, particularly, helping market
participants better understand the rules of the Exchange, which will also result in less
burdensome and more efficient regulatory compliance.

B. Self-Regulatory Organization’s Statement on Burden on Competition

The Exchange does not believe that the proposed rule change will impose any
burden on competition not necessary or appropriate in furtherance of the purposes of the
Act. The proposed rule change is not intended as a competitive change, but rather, seeks
to make non-substantive rule changes in relocating the rules and updating cross-
references to shell rules in anticipation of the October 7, 2019 technology migration. The
Exchange also does not believe that the proposed rule change will impose any undue

burden on competition because the relocated rule text is exactly the same as the
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Exchange’s current rules, all of which have all been previously filed with the
Commission.

C. Self-Regulatory Organization’s Statement on Comments on the Proposed
Rule Change Received from Members, Participants, or Others

The Exchange neither solicited nor received comments on the proposed rule
change.

111. Date of Effectiveness of the Proposed Rule Change and Timing for
Commission Action

Because the foregoing proposed rule change does not:

A. significantly affect the protection of investors or the public interest;
B. impose any significant burden on competition; and
C. become operative for 30 days from the date on which it was filed, or such

shorter time as the Commission may designate, it has become effective pursuant to
Section 19(b)(3)(A) of the Act® and Rule 19b-4(f)(6)° thereunder. At any time within 60
days of the filing of the proposed rule change, the Commission summarily may
temporarily suspend such rule change if it appears to the Commission that such action is
necessary or appropriate in the public interest, for the protection of investors, or
otherwise in furtherance of the purposes of the Act. If the Commission takes such action,
the Commission will institute proceedings to determine whether the proposed rule change
should be approved or disapproved.

IVv. Solicitation of Comments

Interested persons are invited to submit written data, views, and arguments

concerning the foregoing, including whether the proposed rule change is consistent with

8 15 U.S.C. 78s(b)(3)(A).
9 17 CFR 240.19b-4(f)(6).
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the Act. Comments may be submitted by any of the following methods:

Electronic comments:

° Use the Commission’s Internet comment form

(http://www.sec.gov/rules/sro.shtml); or

. Send an e-mail to rule-comments@sec.gov. Please include File Number

SR-CBOE-2019-068 on the subject line.

Paper comments:

o Send paper comments in triplicate to Secretary, Securities and Exchange
Commission, 100 F Street, NE, Washington, DC 20549-1090.

All submissions should refer to File Number SR-CBOE-2019-068. This file number

should be included on the subject line if e-mail is used. To help the Commission process

and review your comments more efficiently, please use only one method. The

Commission will post all comments on the Commission’s Internet website

(http://www.sec.gov/rules/sro.shtml). Copies of the submission, all subsequent

amendments, all written statements with respect to the proposed rule change that are filed
with the Commission, and all written communications relating to the proposed rule
change between the Commission and any person, other than those that may be withheld
from the public in accordance with the provisions of 5 U.S.C. 552, will be available for
website viewing and printing in the Commission’s Public Reference Room, 100 F Street,
NE, Washington, D.C. 20549 on official business days between the hours of 10:00 a.m.
and 3:00 p.m. Copies of the filing also will be available for inspection and copying at the
principal office of the Exchange. All comments received will be posted without change;

the Commission does not edit personal identifying information from submissions. You
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should submit only information that you wish to make available publicly. All
submissions should refer to File Number SR-CBOE-2019-068 and should be submitted
on or before [insert date 21 days from publication in the Federal Register].

For the Commission, by the Division of Trading and Markets, pursuant to

delegated authority. !

Secretary

10 17 CFR 200.30-3(a)(12).
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EXHIBIT 5A

(additions are underlined; deletions are [bracketed])

% sk kok sk

Rules of Cboe Exchange, Inc.

(currently effective)

& sk ok sk ok

[CHAPTER XVII. DISCIPLINE]
[Rule 17.1.  Disciplinary Jurisdiction

(a) A Trading Permit Holder or a person associated with a Trading Permit Holder
(the “Respondent”) who is alleged to have violated or aided and abetted a violation of any
provision of the Exchange Act, the Rules, or the Bylaws, or any interpretation thereof or
resolution of the Board of the Exchange regulating the conduct of business on the Exchange
shall be subject to the disciplinary jurisdiction of the Exchange under this Chapter, and after
notice and opportunity for a hearing may be appropriately disciplined by expulsion, suspension,
limitation of activities, functions, and operations, fine, censure, being suspended or barred from
being associated with a Trading Permit Holder, suspension or revocation of one or more of the
Respondent’s Trading Permits or any other fitting sanction, in accordance with provisions of the
Chapter.

An individual Trading Permit Holder, nominee or other person associated with a TPH
organization may be charged with any violation committed by employees under his supervision
or by the TPH organization with which he is associated, as though such violation were his own.
A TPH organization may be charged with any violation committed by its employees or by a
Trading Permit Holder or other person who is associated with such TPH organization, as though
such violation were its own.

(b) Any Trading Permit Holder or person associated with a Trading Permit Holder
shall continue to be subject to the disciplinary jurisdiction of the Exchange following such
person’s termination as a Trading Permit Holder or associated person with respect to matters that
occurred prior to such termination or with respect to the failure to honor an arbitration award
pursuant to Chapter XVIII of the Rules; provided that written notice of the commencement of an
inquiry into such matters is given by the Exchange to such former Trading Permit Holder or
former associated person within one year of receipt by the Exchange or such other exchange or
association recognized for purposes of Rule 9.3 of the latest written notice of the termination of
such person’s status as a Trading Permit Holder or person associated with a Trading Permit
Holder. The foregoing notice requirement does not apply to a person who at any time after a
termination again subjects himself to the disciplinary jurisdiction of the Exchange by becoming a
Trading Permit Holder or a person associated with a Trading Permit Holder.

. .. Interpretations and Policies:
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01 A summary suspension or other action taken pursuant to Chapter XVI of the Rules shall
not be deemed to be disciplinary action under this Chapter, and the provisions of this Chapter
shall not be applicable to such action.

.02 The notice requirement in paragraph (b) of this Rule shall not apply in instances where
the Exchange seeks to act under this Chapter XVII with respect to a former Trading Permit
Holder or person associated with a Trading Permit Holder for the failure to honor an arbitration
award pursuant to Chapter XVIII of the Rules.]

[Rule 17.2.  Complaint and Investigation

(a) Initiation of Investigation. The Regulatory staff, and any successor thereto, shall
investigate or examine possible violations within the disciplinary jurisdiction of the Exchange
whenever the Regulatory staff determines in its sole discretion there is a reasonable basis for it
to do so. The Regulatory staff shall also determine in its discretion whether to investigate or
examine any complaint it receives alleging possible violations within the disciplinary
jurisdiction of the Exchange, provided such complaint specifies in reasonable detail the facts
constituting the violation. Complaints, written or oral, may be submitted by any person or
entity, including the Board, Exchange employees, and Trading Permit Holders (the
“Complainant”).

(b) Requirement to Furnish Information. Each Trading Permit Holder and person
associated with a Trading Permit Holder shall be obligated upon request by the Exchange to
appear and testify, and to respond in writing to interrogatories and furnish documentary
materials and other information requested by the Exchange in connection with (i) an
investigation initiated pursuant to paragraph (a) of this Rule, (ii) a hearing or appeal conducted
pursuant to this Chapter or preparation by the Exchange in anticipation of such a hearing or
appeal, or (iii) an Exchange inquiry resulting from an agreement entered into by the Exchange
pursuant to Rule 15.9. No Trading Permit Holder or person associated with a Trading Permit
Holder shall impede or delay an Exchange investigation or proceeding conducted pursuant to
this Chapter or an Exchange inquiry pursuant to Rule 15.9 nor refuse to comply with a request
made by the Exchange pursuant to this paragraph. A Trading Permit Holder or person
associated with a Trading Permit Holder is entitled to be represented by counsel during any
such Exchange investigation, proceeding or inquiry.

(©) Report. Regulatory staff shall have the sole discretion to determine whether to
request that the Chief Regulatory Officer (“CRO”) authorize the issuance of a statement of
charges pursuant to Rule 17.4. In every instance where an investigation has been instituted as a
result of a complaint, and in every other instance where an investigation results in the
Regulatory staff finding that there are reasonable grounds to believe that a violation has been
committed and a formal regulatory action (i.e., a Statement of Charges) is warranted, the
Regulatory staff shall submit a written report of its investigation to the CRO. In those instances
where an investigation results in the Regulatory staff finding that there are reasonable grounds
to believe that a violation has been committed but non-formal regulatory action (i.e., a Letter of
Information, a Letter of Caution or a Staff Interview) is warranted in lieu of the issuance of a
statement of charges, the Regulatory staff may in its sole discretion determine to impose such
non-formal regulatory action without the submission of a written report of its investigation to
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the CRO. In the event the Regulatory staff finds that there are not reasonable grounds to believe
that a violation has been committed, the Regulatory staff may in its sole discretion determine to
close the investigation (i.e., File Without Action) without the submission of a written report of
its investigation to the CRO.

(d) Notice, Statement and Access. Prior to submitting its report, the Regulatory staff
shall notify the person(s) who is the subject of the report (hereinafter Subject) of the general
nature of the allegations and of the specific provisions of the Exchange Act, rules and
regulations promulgated thereunder, Bylaws or Rules of the Exchange or any interpretation
thereof or any resolution of the Board regulating the conduct of business on the Exchange, that
appear to have been violated. Except when the CRO determines that expeditious action is
required, a Subject shall have 25 days from the date of the notification described above to
submit a written statement to the CRO concerning why no disciplinary action should be taken.
To assist a Subject in preparing such a written statement, the Subject shall have access to any
documents and other materials in the investigative file of the Exchange that were furnished by
the Subject or the Subject’s agents. The 25-day period to submit a written statement shall toll
while any request for access to the investigative file pursuant to this section is pending.

. .. Interpretations and Policies:

.01 Failure to furnish testimony, documentary evidence or other information requested by the
Regulatory staff in the course of an Exchange inquiry, investigation, hearing or appeal conducted
pursuant to this Chapter or in the course of preparation by the Regulatory staff in anticipation of
such a hearing or appeal on the date or within the time period the Exchange specifies shall be
deemed to be a violation of Rule 17.2.

.02 In lieu of, or in addition to, submitting a written statement concerning why no
disciplinary action should be taken as permitted by paragraph (d) of this Rule, the Subject may
submit a statement in the form of a videotaped response. Except when the CRO determines that
expeditious action is required, the Subject shall have 25 days from the date of the notification
described in paragraph (d) to submit the videotaped response. Videotaped responses shall not
exceed 12 minutes and must be accompanied by a written transcript of the response.

.03 To assist the Regulatory staff in investigating possible violations within the Exchange’s
disciplinary jurisdiction, Complainants should sign written complaints or identify themselves
when making oral complaints pursuant to paragraph (a) of this Rule, and also identify the
specific statutes, Bylaws, rules, interpretations or resolutions that allegedly were violated.

.04 In addition to the existing obligation under Exchange rules regarding the production of
books and records, each TPH or TPH organization shall furnish upon request, in the manner and
standard electronic format prescribed by the Exchange, data concerning orders, transactions, and
positions, including related hedges and offsets, in relation to a regulatory review conducted by
the Regulatory staff.

.05 References to “Regulatory staff” in Chapter XVII mean the Exchange’s employees in the
Regulatory Division, and, as applicable, may also mean employees of FINRA who are
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performing regulatory services to the Exchange in accordance with the regulatory services
agreement entered into between the Exchange and FINRA. ]

[Rule 17.3.  Expedited Proceeding

Upon receipt of the notification required by Rule 17.2(d), a Subject may seek to dispose of the
matter through a letter of consent signed by the Subject. If a Subject desires to attempt to dispose
of the matter through a letter of consent, the Subject must submit to the Regulatory staff within
25 days from the date of the notification required by Rule 17.2(d) a written notice electing to
proceed in an expedited manner pursuant to this Rule 17.3. The Subject must then endeavor to
reach agreement with the Regulatory staff upon a letter of consent which is acceptable to the
Regulatory staff and which sets forth a stipulation of facts and findings concerning the Subject’s
conduct, the violation(s) committed by the Subject and the sanction(s) therefor. The matter can
only be disposed of through a letter of consent if the Regulatory staff and the Subject are able to
agree upon terms of a letter of consent which are acceptable to the staff and the letter is signed
by the Subject. At any point in the negotiations regarding a letter of consent, either the
Regulatory staff may deliver to the Subject or the Subject may deliver to the staff a written
declaration of an end to the negotiations. On delivery of such a declaration the Subject will then
have 25 days to submit a written statement pursuant to Rule 17.2(d) and thereafter the
Regulatory staff may bring the matter to the CRO for appropriate action. In the event that the
Subject and the Regulatory staff are able to agree upon a letter of consent which is acceptable to
the Regulatory staff, the Regulatory staff shall submit the letter of consent to the CRO. If the
letter of consent is accepted by the CRO, the Exchange shall adopt the letter of consent as its
decision and no further action shall be taken against the Subject respecting the matters that are
the subject of the letter of consent. If the letter of consent is rejected by the CRO, the matter shall
proceed as though the letter of consent had not been submitted. The CRO’s decision to accept or
reject a letter of consent shall be final, and a Subject may not seek review thereof. ]

[Rule 17.4.  Charges

(a) Determination Not to Initiate Charges. In those cases where notice has been
provided pursuant to Rule 17.2(d) and whenever it shall appear to the CRO from the report of
the Regulatory staff that no probable cause exists for finding a violation within the disciplinary
jurisdiction of the Exchange, or if the CRO otherwise determines that no further action is
warranted, the CRO shall direct the Regulatory staff to prepare and issue a written statement to
that effect setting forth the CRO’s reasons for such finding, which shall be sent to the Subject
and the Complainant, if any.

(b) Initiation of Charges. Whenever it shall appear to the CRO from the report of the
Regulatory staff that there is probable cause for finding a violation within the disciplinary
jurisdiction of the Exchange and that further proceedings are warranted, the CRO shall direct
the Regulatory staff to prepare and issue a statement of charges against the person or
organization alleged to have committed a violation (the “Respondent) specifying the acts in
which the Respondent is charged to have engaged and setting forth the specific provisions of the
Securities Exchange Act of 1934, as amended, rules and regulations promulgated thereunder,
Bylaws, rules, interpretations or resolutions of which such acts are in violation. A copy of the
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charges shall be served upon the Respondent in accordance with Rule 17.12. The Complainant,
if any, shall be notified if further proceedings are warranted.

(c) Access to Documents. Provided that a Respondent has made a written request for
access to documents within 25 days after a statement of charges has been served upon the
Respondent in accordance with Rule 17.12, the Respondent shall have access to all documents
concerning the case that are in the investigative file of the Exchange except for Regulatory staff
investigation and examination reports and materials prepared by the Regulatory staff in
connection with such reports or in anticipation of a disciplinary hearing. In providing such
documents, the Regulatory staff may protect the identity of a Complainant.]

[Rule 17.5.  Answer

The Respondent shall have 25 days after service of the charges to file a written answer thereto.
The answer shall specifically admit or deny each allegation contained in the charges, and the
Respondent shall be deemed to have admitted any allegation not specifically denied. The answer
may also contain any defense which the Respondent wishes to submit and may be accompanied
by documents in support of the Respondent’s answer or defense. In the event the Respondent
fails to file an answer, the charges shall be considered to be admitted. The 25-day period to
submit a written answer shall toll while any request for access to the investigative file pursuant to
Rule 17.4(c) is pending.]

[Rule 17.6.  Hearing

(a) Participants. Subject to Rule 17.7 of this Chapter concerning summary
proceedings, a hearing on the charges shall be held before a panel of either three or five
members of the Business Conduct Committee (“BCC”) selected by the Chairperson of the BCC.
The selected members of the BCC shall exercise the authority of the BCC in respect of matters
pertaining to the hearing and for purposes of this Chapter shall be referred to as the “Hearing
Panel.” The Exchange and the Respondent shall be the parties to the hearing. Where a TPH
organization is a party, it shall be represented by one of the TPH organization’s nominees at the
hearing. BCC Counsel may assist the Hearing Panel in preparing its written recommendations
or judgments.

(1) Impartiality of Hearing Panel Members. When any member of the
Hearing Panel considers a disciplinary matter they are expected to function
impartially and independently of the staff members who prepared and prosecuted
the charges. If at any time a member of the Hearing Panel determines that they
have a conflict of interest or bias or circumstances otherwise exist where their
fairness might reasonably be questioned, the applicable member of the Hearing
Panel shall notify the Chairperson of the BCC who shall issue and serve on the
Parties a notice stating that the Hearing Panel member has withdrawn from the
matter. In the event that a member of a Hearing Panel withdraws, is incapacitated,
or otherwise is unable to continue service after being appointed, the Chairperson
of the BCC shall appoint a replacement to serve on the Hearing Panel.
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(2) Motions for Disqualification. Within 15 days of the appointment of
the Hearing Panel, the Respondent may move for disqualification of any member
of the Hearing Panel sitting on such Panel based upon bias or conflict of interest.
Such motions shall be made in writing and state with specificity the facts and
circumstances giving rise to the alleged bias or conflict of interest. The motion
papers shall be filed with the Chairperson of the BCC. The Exchange may file a
brief in opposition to the Respondent’s motion within 15 days of service thereof.

3) Rulings on Motions for Disqualification. The Hearing Panel,
excluding the applicable member of the Hearing Panel at issue, shall rule upon
such motion no later than 30 days from filing by the Respondent. Prior adverse
rulings against the Respondent or Respondent’s attorney in other matters shall
not, in and of themselves, constitute grounds for disqualification. If the Hearing
Panel believes the Respondent has provided satisfactory evidence in support of
the motion to disqualify, the applicable member of the Hearing Panel shall
remove themselves and request the Chairperson of the BCC to reassign the
hearing to another member of the BCC. If the Hearing Panel determines that the
Respondent’s grounds for disqualification are insufficient, it shall deny the
Respondent’s motion for disqualification by setting forth the reasons for the
denial in writing and the Hearing Panel will precede with the hearing. The ruling
by the Hearing Panel on such motions shall not be subject to interlocutory review.

(b) Prehearing Procedures. Parties shall be given at least 15 business days’ notice of
the time and place of the hearing. Hearings are typically held in Chicago, but, the Hearing Panel
may decide to hold a hearing outside of Chicago to accommodate the parties, witnesses,
Exchange staff, or the Hearing Panel members. Not less than ten (10) business days in advance
of the scheduled hearing date, each party shall furnish to the Hearing Panel and to the other
parties copies of all documentary evidence such party intends to present at the hearing and a list
containing the names of all witnesses the party intends to present at a hearing. Where time and
the nature of the proceeding permit, the parties shall meet in a pre-hearing conference for the
purpose of clarifying and simplifying issues and otherwise expediting the proceeding. At such
pre-hearing conference, the parties shall attempt to reach agreement respecting authenticity of
documents, facts not in dispute, and any other items which will serve to expedite the hearing of
the matter. At the request of any party, the Hearing Panel or Hearing Panel Chairperson shall
hear and decide all pre-hearing issues not resolved among the parties. Interlocutory Board
review of any decision made by the Hearing Panel prior to completion of the hearing is
generally prohibited. Such interlocutory review shall be permitted only if the Hearing Panel
agrees to such review after determining that the issue is a controlling issue of rule or policy and
that immediate Board review would materially advance the ultimate resolution of the case.

(©) Conduct of Hearing. The Hearing Panel shall determine all questions concerning
the admissibility of evidence and shall otherwise regulate the conduct of the hearing. Formal
rules of evidence shall not apply. The charges shall be presented by a representative of the
Exchange who, along with Respondent and any other party, may present evidence and produce
witnesses who shall testify under oath and are subject to being questioned by the Hearing Panel
and the other parties. The Respondent and intervening parties are entitled to be represented by
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counsel who may participate fully in the hearing. A transcript of the hearing shall be made and
shall become part of the record.

(d) Documents and Witnesses. The Hearing Panel may request the production of
documentary evidence and witnesses. If the Exchange, a Trading Permit Holder, or a person
associated with a Trading Permit Holder will not voluntarily produce non-privileged documents
or hearing witnesses the Respondent has requested, the Respondent may submit a written
request to the Hearing Panel asking the Hearing Panel to enter an order compelling the
production of non-privileged documents by the Exchange, the Trading Permit Holder, or
associated person or compelling the testimony of the Trading Permit Holder, associated person,
or a person within the Exchange’s control. Before entering such order, the Hearing Panel must
hear any objections raised by Exchange staff to the issuance of such an order. When deciding
whether to issue the requested order, the Hearing Panel shall weigh the probative value of the
documents or testimony against considerations such as undue delay, waste of time, confusion,
unfair prejudice or needless presentation of cumulative evidence. As a condition to issuing such
an order, the Hearing Panel may require the Respondent to pay the costs of complying with the
requested order including a witness’s travel expenses. No Trading Permit Holder or person
associated with a Trading Permit Holder shall refuse to furnish relevant testimony, documentary
materials or other information requested or ordered by the Hearing Panel.

. .. Interpretations and Policies:

.01 Intervention. Any person not otherwise a party may intervene as a party to the hearing
upon demonstrating to the satisfaction of the Hearing Panel that that person has an interest in the
subject of the hearing and that the disposition of the matter, may, as a practical matter, impair or
impede that person’s ability to protect that interest. Also, the Hearing Panel may in its discretion
permit a person to intervene as a party to the hearing when the person’s claim or defense and the
main action have questions of law or fact in common. Any person wishing to intervene as a party
to a hearing shall file with the Hearing Panel a notice requesting the right to intervene, stating the
grounds therefor, and setting forth the claim or defense for which intervention is sought.

.02 The Hearing Panel, in exercising its discretion concerning intervention shall take into
consideration whether the intervention will unduly delay or prejudice the adjudication of the
rights of the original parties.

.03 Subject to Rule 17.7, the CRO shall have the authority to direct that a hearing be scheduled at
any time, after the period to answer pursuant to Rule 17.5 has elapsed.]

[Rule 17.7.  Summary Proceedings

Notwithstanding the provision of Rule 17.6 of this Chapter, the CRO may make a determination
without a hearing and may impose a penalty as to violations which the Respondent has admitted
or has failed to answer or which otherwise do not appear to be in dispute. Notice of such
summary determination, specifying the violations and penalty, shall be served upon the
Respondent, who shall have ten (10) business days from the date of service to notify the CRO
that the Respondent desires a hearing upon all or a portion of any charges not previously
admitted or upon the penalty. Failure to so notify the CRO shall constitute admission of the
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violations and acceptance of the penalty as determined by the CRO and a waiver of all rights of
review. If the Respondent requests a hearing, the matters which are the subject of the hearing
shall be handled as if the summary determination had not been made.]

[Rule 17.8.  Offers of Settlement

(a) Submission of Offer. At any time following the date of service of a statement of
charges upon the Respondent in accordance with Rule 17.12, the Respondent may submit to the
CRO a written offer of settlement, signed by the Respondent, which shall contain a proposed
stipulation of facts and shall consent to a specified sanction. Where the CRO accepts an offer of
settlement, the CRO shall issue a decision, including findings and conclusions and imposing a
sanction, consistent with the terms of such offer. Where the CRO rejects an offer of settlement,
it shall notify the Respondent and the matter shall proceed as if such offer had not been made,
and the offer and all documents relating thereto shall not become part of the record. A decision
of the CRO issued upon acceptance of an offer of settlement as well as the determination of the
CRO whether to accept or reject such an offer shall be final, and the Respondent may not seek
review thereof.

(b) Submission of Statement. A Respondent may submit with an offer of settlement
a written statement in support of the offer. In addition, if the Regulatory staff will not
recommend acceptance of an offer of settlement to the CRO, a Respondent shall be notified and
may appear before the CRO to make an oral statement in support of the offer. Finally, if the
CRO rejects an offer that the Regulatory staff supports, a Respondent may appear before the
CRO to make an oral statement concerning why the Respondent believes the CRO should
change the CRO’s decision and accept the Respondent’s offer. A Respondent must make a
request for such an appearance within five (5) days of being notified that the Respondent’s offer
was rejected or that Regulatory staff will not recommend acceptance.

. .. Interpretations and Policies:

.01 Unless the CRO shall otherwise order, a Respondent shall be entitled to submit to the
CRO a maximum of two written offers of settlement in connection with the statement of charges
issued to that Respondent pursuant to Rule 17.4(b).

.02 Subject to Interpretation and Policy .01, a Respondent may propose a written offer of
settlement during the course of any proceeding under this Chapter. If the Respondent wants to
submit an offer of settlement subsequent to a hearing being scheduled pursuant to Rule 17.6, the
Hearing Panel shall grant the parties leave from the hearing for the offer of settlement to be
presented to the CRO for consideration under paragraph (a) of this rule.]

[Rule 17.9.  Decision

Following a hearing conducted pursuant to Rule 17.6 of this Chapter, the Hearing Panel shall
issue a decision in writing, based solely on the record, determining whether the Respondent has
committed a violation and imposing the sanction, if any, therefor. The decision shall include a
statement of findings and conclusions, with the reasons therefor, upon all material issues
presented on the record. Where a sanction is imposed under Rule 17.11, the decision shall
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include a statement specifying the acts or practices in which the Respondent has been found to
have engaged, the specific provisions of the Securities Exchange Act of 1934, as amended, rules
and regulations promulgated thereunder, Bylaws, rules, interpretations or resolutions of the
Exchange of which the acts are deemed to be in violation, and a statement of the sanctions
imposed and the reasons therefor. The Respondent and the Regulatory Division shall be
promptly sent a copy of the decision. After Board review pursuant to Rule 17.10, or the time for
such review has expired, the decision will be considered final, and the Exchange shall post the
complete decision on the Cboe Options website. |

[Rule 17.10. Review

(a)

(1) Petition. Both the Respondent and the Regulatory Division shall
have 15 days after service of notice of the decision made pursuant to Rule 17.9 of
this Chapter to petition for review of the decision by filing a copy of the petition
with the Secretary of the Exchange (“Secretary”) and with all other parties to the
hearing. Such petition shall be in writing and shall specify the findings and
conclusions to which exceptions are taken together with reasons for such
exceptions. Any objections to a decision not specified by written exception shall
be considered to have been abandoned.

(2) Written Submissions. Within 15 days after a petition for review
has been filed with the Secretary of the Exchange pursuant to paragraph (a)(1) of
this Rule, the other parties to the hearing may each submit to the Secretary a
written response to the petition. A copy of the response must be served upon the
petitioner. The petitioner has 15 days from the service of the response to file a
reply with the Secretary and the other parties to the hearing.

(b) Conduct of Review. The review shall be conducted by the Board or a committee
of the Board composed of at least three Directors whose decision must be ratified by the Board.
Any Director who participated in a matter before the Hearing Panel or other Committee may not
participate in any review of that matter by the Board. Unless the Board shall decide to open the
record for the introduction of evidence or to hear argument, such review shall be based solely
upon the record and the written exceptions filed by the parties. New issues may be raised by the
Board; the parties to the hearing shall be given notice of and an opportunity to address any such
new issues. The Board may affirm, reverse or modify, in whole or in part, the decision of the
Hearing Panel. Such modification may include an increase or decrease of the sanction. The
decision of the Board shall be in writing, shall be promptly served on the Respondent and the
Regulatory Division, and shall be final.

(©) Review on Motion of Board. The Board may on its own initiative order review
of a decision made pursuant to Rule 17.7 or 17.9 of this Chapter within 30 days after notice of
the decision has been served on the Respondent and the Regulatory Division. Such review shall
be conducted in accordance with the procedure set forth in paragraph (b) of this Rule.]
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[Rule 17.11.  Judgment and Sanction

(a) Sanctions. Trading Permit Holders and persons associated with Trading Permit
Holders shall (subject to any rule or order of the Securities and Exchange Commission) be
appropriately disciplined by the Hearing Panel or the CRO, as applicable, for violations under
these Rules by expulsion, suspension, limitation of activities, functions and operations, fine,
censure, being suspended or barred from being associated with a Trading Permit Holder,
suspension or revocation of one or more Trading Permits, or any other fitting sanction.

(b) Effective Date of Judgment. Sanctions imposed under this Chapter shall not
become effective until the Exchange review process is completed or the decision otherwise
becomes final. Pending effectiveness of a decision imposing a sanction on the Respondent, the
Hearing Panel or the CRO, as applicable, may impose such conditions and restrictions on the
activities of the Respondent as the Hearing Panel or the CRO, as applicable, considers
reasonably necessary for the protection of investors and the Exchange.

. . . Interpretations and Policies:

01 To promote consistency and uniformity in the imposition of penalties, the following
Principal Considerations in Determining Sanctions should be considered in connection with the
imposition of sanctions in all cases in determining appropriate remedial sanctions through the
resolution of disciplinary matters through offers of settlement or after formal disciplinary
hearings.

Principal Considerations In Determining Sanctions

(1)  Disciplinary sanctions are remedial in nature. The Hearing Panel or the CRO, as
applicable, should design sanctions to prevent and deter future misconduct by wrongdoers, to
discourage others from engaging in similar misconduct, and to improve overall business
standards of Cboe Options Trading Permit Holders. Pursuant to Exchange Rule 17.11, the
Hearing Panel or the CRO, as applicable, may impose sanctions including expulsion, suspension,
limitation of activities, fine, censure, suspension or revocation of one or more Trading Permits,
or any other fitting sanction.

(2) An important objective of the disciplinary process is to deter future misconduct by
imposing progressively escalating sanctions on recidivists. The Hearing Panel or the CRO, as
applicable, should consider a party’s relevant disciplinary history in determining sanctions.

3) Relevant Precedent. The Hearing Panel or the CRO, as applicable, should
consider prior similar disciplinary decisions (relevant precedent) in determining an appropriate
sanction and may consider relevant precedent from other self-regulatory organizations.

(4) The Hearing Panel or the CRO, as applicable, should tailor sanctions to address
the misconduct at issue. The Hearing Panel or the CRO, as applicable, should impose sanctions
tailored to the misconduct at issue. For example, the Hearing Panel or the CRO, as applicable,
may require a Trading Permit Holder or TPH organization to, among other things: retain a
qualified independent consultant to improve future compliance with regulatory requirements;
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disclose disciplinary history to new and/or existing clients; implement heightened supervision of
certain employees; or requalify by examination in any or all registered capacities.

5) Aggregation of violations may be appropriate in certain instances for purposes of
determining sanctions. The Hearing Panel or the CRO, as applicable, may aggregate individual
violations of particular rules and treat such violations as a single offense for purposes of
determining sanctions. Aggregation may be appropriate when the Exchange utilizes a
comprehensive surveillance program in the detection of potential rules violations. Aggregation
may also be appropriate where the Exchange has reviewed activity over an extensive time period
during the course of an investigation of matters disclosed either through a routine examination of
the Trading Permit Holder or as the result of a complaint. Similarly, where no exceptional
circumstances are present, the Exchange may impose a fine based upon a determination that
there exists a pattern or practice of violative conduct. The Exchange also may aggregate similar
violations generally if the conduct was unintentional, there was no injury to public investors, or
the violations resulted from a single systemic problem or cause that has been corrected.

(6) The Hearing Panel or the CRO, as applicable, should evaluate appropriateness of
disgorgement and/or restitution. The Hearing Panel or the CRO, as applicable, should evaluate
the appropriateness of disgorgement and/or restitution in those cases where the amount of harm
is quantifiable and the harmed party is identifiable.

(7) The Hearing Panel or the CRO, as applicable, should consider contributions or
settlements by a respondent or any related Trading Permit Holder or TPH organization to the
harmed party as it relates to the conduct that is the subject of the disciplinary matter.

(8)  The Hearing Panel or the CRO, as applicable, may consider a party’s inability to
pay in connection with the imposition of monetary sanctions. |

[Rule 17.12. Service of Notice

Any charges, notices or other documents may be served upon the Respondent either personally
or by leaving the same at the Respondent’s place of business or by deposit in the United States
post office, postage prepaid via registered or certified mail addressed to the Respondent at the
Respondent’s address as it appears on the books and records of the Exchange. If service is made
by registered or certified mail, three days shall be added to the prescribed period for response.]

[Rule 17.13. Extension of Time Limits

Any time limits imposed under this Chapter for the submission of answers, petitions or other
materials may be extended by permission of the authority at the Exchange to or by whom such
materials are to be submitted.]

[Rule 17.14. Reporting to the Central Registration Depository

The Exchange shall report to the Central Registration Depository (“CRD”) the following
information concerning formal Exchange disciplinary proceedings: (i) the issuance of a
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statement of charges pursuant to Exchange Rule 17.4(b) and (ii) all significant changes in the
status of such proceedings while such proceedings are pending.

. .. Interpretations and Policies:
.01 For the purposes of this Rule:

(1) A formal Exchange disciplinary proceeding shall be considered to be pending
from the time that a statement of charges is issued in such proceeding pursuant to Exchange Rule
17.4(b) until the outcome of the proceeding becomes final.

(11) An Exchange disciplinary proceeding shall be considered to be a formal
disciplinary proceeding if it is initiated by the Exchange pursuant to Exchange Rule 17.2 et seq.

(111))  Significant changes in the status of a formal Exchange disciplinary proceeding
shall include, but not be limited to, the scheduling of a disciplinary hearing, the issuance of a
decision by the Hearing Panel or CRO, as applicable, the filing of an appeal to the Board of
Directors of the Exchange, and the issuance of a decision by the Board of Directors of the
Exchange.]

[Rule 17.15. Ex Parte Communications
(a) Unless on notice and opportunity for all parties to participate:

(1) No Trading Permit Holder, person associated with a Trading
Permit Holder or Exchange staff member shall make or knowingly cause to be
made an ex parte communication relevant to the merits of a proceeding with any
member of the Hearing Panel, Business Conduct Committee, Board or committee
of the Board who is participating in a decision with respect to that proceeding (an
“Adjudicator”); and

(2) No Adjudicator shall make or knowingly cause to be made an ex
parte communication with any Trading Permit Holder, person associated with a
Trading Permit Holder or Exchange staff member relevant to the merits of that
proceeding.

(b)  An Adjudicator who receives, makes, or knowingly causes to be made a
communication prohibited by this Rule shall place in the record of the proceeding:

(1) all such written communications;

(2) memoranda stating the substance of all such oral communications;
and

3) all written responses and memoranda stating the substance of all
oral responses to all such communications.
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(©) If a prohibited ex parte communication has occurred, the Board or a committee
of the Board may take whatever action it deems appropriate in the interests of justice, the
policies underlying the Act, and the Exchange By-Laws and Rules, including dismissal or
denial of the offending party’s interest or claim. All participants to a proceeding may respond to
any allegations or contentions contained in a prohibited ex parte communication placed in the
record. Such responses shall be placed in the record.

(d) The prohibitions of this Rule shall apply beginning with the initiation of an
investigation as provided in Rule 17.2(a), unless the person responsible for the communication
has knowledge that the investigation shall be initiated, in which case the prohibitions shall apply
beginning at the time of his or her acquisition of such knowledge.

(e) “Ex parte communication” means an oral or written communication made
without notice to all parties, that is, Regulatory staff and Subjects of investigations or
Respondents in proceedings. A written communication is ex parte unless a copy has been
previously or simultaneously delivered to all interested parties. An oral communication is ex
parte unless it is made in the presence of all interested parties except those who, on adequate
prior notice, declined to be present.

63} No violation of Rule 17.6(e) shall be deemed to occur if the ex parte
communication deals solely with procedural matters rather than the merits of the investigation
or proceeding.

(2) No person shall be deemed to violate this Rule if they refuse an attempted
communication concerning the merits of an investigation or proceeding as soon as it becomes
apparent that the communication concerns the merits. In order for this paragraph (g) to apply,
the person refusing the attempted communication must promptly notify the Regulatory staff
about the attempted communication and how the person responded to it. The Regulatory staff
shall memorialize this information in the regulatory record of the investigation or disciplinary
proceeding. |

[Rule 17.50. Imposition of Fines for Minor Rule Violations

(a) In lieu of commencing a disciplinary proceeding pursuant to Exchange Rule 17.2
et seq., the Exchange may, subject to the requirements set forth herein, impose a fine, not to
exceed $5,000, on any Trading Permit Holder or person associated with or employed by a
Trading Permit Holder with respect to any rule violation listed in section (g) of this Rule. For
purposes of imposing fines pursuant to Rule 17.50(g)(4) and (g)(5), the Exchange may
aggregate individual violations of particular rules and treat such violations as a single offense,
provided that such aggregation is based upon a comprehensive automated surveillance program.
In other instances, the Exchange may, if no exceptional circumstances are present, impose a fine
based upon a determination that there exists a pattern or practice of violative conduct. The
Exchange also may aggregate similar violations generally if the conduct was unintentional,
there was no injury to public investors, or the violations resulted from a single systemic problem
or cause that has been corrected. Any fine imposed pursuant to this Rule that (i) does not exceed
$2,500 and (ii) is not contested, shall be reported by the Exchange to the Securities and
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Exchange Commission (“SEC”) on a periodic, rather than a current, basis, except as may
otherwise be required by Exchange Act Rule 19d-1 and by any other regulatory authority.

(b) In any action taken by the Exchange pursuant to this Rule, any person against
whom a fine is imposed shall be served, as provided in Exchange Rule 17.12, with a written
statement, prepared by the Exchange, setting forth: (i) the rule(s) allegedly violated; (ii) the act
or omission constituting each such violation; (iii) the fine imposed for each violation; and (iv)
the date by which such determination becomes final and such fine must be paid or contested as
provided below, which date shall be not less than thirty (30) days after the date of service of
such written statement. The issuance of a fine, a Trading Permit Holder’s failure to contest the
fine, or a Trading Permit Holder’s submission and/or the Exchange’s acceptance of an offer of
settlement in accordance with the provisions of Rule 17.50 do not constitute an admission.

(©)

(1) Any person against whom a fine is imposed pursuant to section (g)
of this Rule may contest the Exchange’s determination by filing with the Office of
the Secretary of the Exchange, on or before the date specified pursuant to
subsection (b)(iv) of this Rule, a written answer as provided in Exchange Rule
17.5, at which point the matter shall become subject to review by a Hearing
Panel. The filing must include a request for a hearing, if a hearing is desired.
Hearings will be conducted in accordance with the provisions of Exchange Rule
17.6. If a hearing is not requested, the review will be based on written
submissions and will be conducted in a manner to be determined by a Hearing
Panel.

(2) If after a hearing or review based on written submissions pursuant
to subsection (c)(1) of this Rule the Hearing Panel determines that the conduct
serving as the basis for the action under review is in violation of the rule charged,
the Hearing Panel (1) may impose any one or more of the disciplinary sanctions
authorized by the Exchange's Bylaws and Rules and (ii) shall impose a forum fee
against the person charged in the amount of one hundred dollars ($100) if the
determination was reached without a hearing, or in the amount of three hundred
dollars ($300) if a hearing was conducted. However, notwithstanding the
foregoing, in the event that the Hearing Panel determines that the person charged
has been found to have committed one or more rule violations and the sole
disciplinary sanction imposed by the Hearing Panel for such rule violation(s) is a
fine which is less than the total fine initially imposed by the Exchange pursuant to
this Rule, the Hearing Panel shall have the discretion to waive the imposition of a
forum fee.

3) The committee or department of the Exchange that commenced the
action under this Rule, the person charged, and the Board of Directors of the
Exchange may require a review by the Board of any determination by a Hearing
Panel under this Rule by proceeding in the manner described in Exchange Rule
17.10. For the purposes of such an appeal by the committee or department of the
Exchange that commenced the action under this Rule, such committee or
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department of the Exchange shall have the same rights a Respondent under
Exchange Rule 17.10.

4) In the event that a fine imposed pursuant to this Rule is
subsequently upheld by a Hearing Panel or, if applicable, on appeal, such fine,
plus all interest that has accrued thereon since the date specified pursuant to
subsection (b)(iv) of this Rule, and any forum fee imposed hereunder, shall be
immediately due and payable.

(d) Reserved.

(e) Fines imposed pursuant to this Rule shall be billed to the Clearing Trading
Permit Holder previously designated by the person fined pursuant to Exchange Rule 3.23. Fines
billed to a Clearing Trading Permit Holder shall be collected by the Exchange by drafting the
appropriate Clearing Trading Permit Holder’s account at the Clearing Corporation. The amount
of such fine shall be an obligation payable to the Exchange by the billed Clearing Trading
Permit Holder regardless of whether the Clearing Trading Permit Holder actually collected the
fine from the person against whom the fine was imposed; provided that, if as of the billing date,
(1) the person against whom the fine was imposed does not have an active account with the
billed Clearing Trading Permit Holder, or (ii) the equity in such person’s account with that
Clearing Trading Permit Holder is less than the amount of the fine, and the Clearing Trading
Permit Holder notifies the Exchange in writing within fifteen (15) days after the billing date that
the condition described in subsection (i) or (i1) hereof exists, the Exchange shall bill such person
directly. In the event that the person against whom the fine is imposed contests the fine within
the time period specified pursuant to this Rule, but after the fine has been collected pursuant to
this section (e), the Exchange shall promptly refund to the applicable Clearing Trading Permit
Holder’s account the amount collected.

63) The Exchange shall issue regulatory circulars to the Trading Permit Holders
from time to time listing the Exchange Bylaws and rule provisions as to which the Exchange
may impose fines as provided by this Rule. Such list shall indicate the specific dollar amount
that may be imposed as a fine hereunder with respect to any violation of any such rule. The
fines authorized below for violations of a first or second offense may be imposed in the case of
a first or second offense if warranted under the circumstances. Nothing in this Rule shall require
the Exchange to impose a fine pursuant to this Rule with respect to the violation of any rule
included in any such listing. In addition, the Exchange may, whenever it determines that any
violation 1is intentional, egregious, or otherwise not minor in nature, proceed under the
Exchange’s formal disciplinary rules as set forth in Exchange Rule 17.2 et seq., rather than
under this Rule.

(2) The following is a list of the rule violations subject to, and the applicable fines
that may be imposed by the Exchange pursuant to, this Rule:

(1) Violation of position and exercise limit rules. (Rule 4.11 and Rule
4.12)
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A violation that consists of (i) a 1 trade date overage, (ii) a consecutive string of trade

date overage violations where the position does not change or where a steady reduction in the
overage occurs, or (iii) a consecutive string of trade date overage violations resulting from other
mitigating circumstances, may be deemed to constitute one offense, provided that the violations

are inadvertent.

Number of Cumulative Violations In Any
Twenty-Four (24) Month Rolling Period *

Fine Amount (imposed on Exchange TPH
organization or violations occurring in all
other accounts)

First Offense $500

Second Offense $1,000
Third Offense $2,500
Fourth and Each Subsequent Offense $5,000

)

Failure to file Focus reports in a timely manner. (Rule 15.5)

Each Trading Permit Holder shall file with the Exchange a report of financial
condition on SEC Form X-17A-5 as required by Exchange Act Rules 17a-5 and 17a-10.
Any Trading Permit Holder who fails to file in a timely manner such report of financial
condition pursuant to Exchange Act Rules 17a-5 or 17a-10 shall be subject to the

following fines:

Days Late Sanction
1-30 $200
31-60 $400
61 + $800

3)

Failure to respond in a timely manner to a request for automated

submission of trading data (“Blue Sheets”). (Rule 15.7)

Any Trading Permit Holder who fails to respond within ten (10) days to a request
by the Exchange for submission of Blue Sheets shall be subject to the following fines:

Number of Violations in Any Twenty-Four
Month Period

Fine Amount
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15t Offense

$2,500

Subsequent Offenses

$5,000

(4) Failure to Submit Trade Information on Time and Failure to

Submit Trade Information to the Price Reporter. (Rule 6.51)

A fine shall be imposed upon a Market-Maker or Floor Broker who fails to submit
trade information in accordance with Rule 6.51. Such fines shall be imposed on the basis

of the following schedule:

* For purposes of this Rule 17.50(g)(4), an "offense" is defined as an instance in which a
pattern or practice of late reporting or failure to report without exceptional circumstances has

been determined.

Number of Offenses * in Any Rolling
Twenty-Four Month Period

Fine Amount

1% Offense $1,000 - $2,500

2" Offense $2,000 - $5,000

Subsequent Offenses $5,000

* A violation that consists of (i) a 1 trade date overage, (i1) a consecutive string of trade

date overage violations where the position does not change or where a steady reduction in the
overage occurs, or (iii) a consecutive string of trade date overage violations resulting from other
mitigating circumstances, may be deemed to constitute one offense, provided that the violations

are inadvertent.

%) A fine shall be imposed upon a Market-Maker or Floor Broker in
accordance with the fine schedule set forth below for the following conduct '

. Failure to honor the firm quote requirements of Rule 8.51;

. Failure to honor the priority of marketable priority customer orders
pursuant to Rule 6.45; and

. Failure to use due diligence in the execution of orders for which
the floor Trading Permit Holder maintains an agency obligation
pursuant to Rule 6.73.

Number of Offenses In Any Rolling
Twenty-Four Month “Look-Back” Period

Fine Amount
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1% Offense $500 - $1,500
2" Offense $1,000 - $3,000
3" Offense $2,000 - $5,000

Subsequent Offenses

$3,500 - $5,000

(6) Violations of Trading Conduct and Decorum Policies. (Rule 6.20)

The Exchange’s trading conduct and decorum policies shall be distributed to the

Trading Permit Holders periodically and shall set forth the specific dollar amounts that
may be imposed as a fine hereunder with respect to any violations of those policies. If
warranted under the circumstances in the view of two Floor Officials, the fine authorized
under those policies for a second, third or subsequent offense may be imposed for a first
offense and the fine authorized for a third or subsequent offense may be imposed for a
second offense.

(7) Failure to Submit Trade Data on Trade Date (“As of Adds”). (Rule
6.51)

(a) Any individual Trading Permit Holder who fails for more than 5%
of the Trading Permit Holder’s transactions in any month to submit on the date
that a transaction is executed the trade information required by Rule 6.51 shall be
subject to the following fines:

Number of Violations In

Any Twenty-Four Month Period

Fine Amount

1*' Offense Letter of Information
2" Offense Letter of Caution

3 Offense $500

Subsequent Offenses $1,000

(b)  Under unusual circumstances affecting the ability of a significant
number of Trading Permit Holders to submit trade information to the Exchange
on a timely basis, the Exchange may suspend application of subsection (g)(7)(a)
of this Rule for a period not to exceed seven (7) calendar days at any one time
(which may be extended by subsequent suspensions implemented in each case in
accordance with the procedures required by this subsection). Such a suspension
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order, which may be retroactive, shall be in writing and state the reasons therefor.
It shall be communicated to the Trading Permit Holders by Exchange publication,
which may be issued after the effective date and shall be kept on record by the
Secretary of the Exchange.

() Violations of Exercise and Exercise Advice Rules for Noncash-
Settled Equity Options (Rule 11.1)

Any Trading Permit Holder who fails to submit to the Exchange in a timely
manner pursuant to Rule 11.1 or a Regulatory Circular issued pursuant to Rule 11.1,
“Advice Cancel”, or exercise instruction relating to the exercise or nonexercise of a
noncash-settled equity option shall be subject to the following fines:

Number of Violations in in | Individual Fine Amount | Member Organization Fine
Any Rolling Twenty- Four Amount

Month Period

1% Offense $500 $1,000

2" Offense $1,000 $2,5000

Subsequent Offenses $2,5000 $5,000

9 Violations of Exercise and Exercise Advice Rules for American-
Style, Cash-Settled Index Options (Rule 11.1, Interpretation and Policy .03)

A Trading Permit Holder shall be subject to the fines listed below if the Trading
Permit Holder commits any of the following violations of Rule 11.1, Interpretation and
Policy .03 with respect to an American-style, cash-settled index option: failure to submit
an Exercise Advice; the submission of an advice and no subsequent exercise; the
submission of an Exercise Advice after the designated cut-off time; the submission of an
Exercise Advice for an amount different than the amount exercised; and the time-
stamping of an advice or exercise instruction memorandum prior to purchasing contracts.

Number of Violations in Any Twenty-Four | Fine Amount
Month Period

1*' Offense $500

2" Offense $1,000

3" Offense $2,500
Subsequent Offenses $5,000
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(10) Communications to the Exchange or the Clearing Corporation
(Rule 4.22)

A fine shall be imposed upon a Trading Permit Holder, person associated with a
Trading Permit Holder or applicant for Trading Permit Holder, as applicable, who
violates Rule 4.22. Such fines shall be imposed on the basis of the following schedule:

Number of Offenses in any Rolling | Fine Amount
Twenty-Four Month Period

1% Offense $500
2" Offense $1,000
Subsequent Offenses $2,500

(11)  Trading in Restricted Classes (Rule 5.4)

A fine shall be imposed upon a Trading Permit Holder and/or person associated
with a Trading Permit Holder, as applicable, who enters into an opening transaction in a
restricted class in violation of Exchange Rule 5.4: Such fines shall be imposed on the
basis of the following schedule:

Number of Offenses in any Rolling | Fine Amount
Twenty-Four Month Period

1% Offense $500
2" Offense $2,500
Subsequent Offenses $5,000

(12)  Order Protection Violations (Rule 6.81)

A fine shall be imposed upon a Trading Permit Holder and/or person associated
with a Trading Permit Holder, as applicable, who engages in a pattern or practice of
trading through better prices available on other exchanges, unless one or more of the
exceptions set forth in Rule 6.81(b) apply. Such fines shall be imposed on the basis of the
following schedule:

Number of Offenses in any Rolling | Fine Amount
Twenty-Four Month Period
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1% Offense $500 to $1,000
2" Offense $1,000 to $2,000
Subsequent Offenses $2,500 to $5,000 and a Staff Interview

(13)

Locked or Crossed Market Violations (Rule 6.82)

A fine shall be imposed upon a Trading Permit Holder and/or person associated
with a Trading Permit Holder, as applicable, who engages in a pattern or practice of
locking or crossing a market in violation of Rule 6.82. Such fines shall be imposed on the

basis of the following schedule:

Number of Offenses in any
Twenty-Four Month Period

Rolling

Fine Amount

1%t Offense

$500 to $1,000

2" Offense

$1,000 to $2,000

Subsequent Offenses

$2,500 to $5,000 and a Staff Interview

(14)

Failure to Meet Exchange Quoting Obligations

A fine shall be imposed upon a Market-Maker, Designated Primary Market-
Maker or Lead Market Maker (as applicable) in accordance with the fine schedule set

forth below for the following conduct:

. Failure to meet the continuous quoting obligation (Rule 8.7, 8.15, and
8.85);

. Failure to meet the applicable quote width requirements (Rule 8.7);

. Failure to meet the initial quote volume requirements (Rule 8.7); and

. Failure of a Lead Market-Maker or Designated Primary Market-Maker to

enter opening quotes within one minute following the initiation of an
opening rotation (e.g. 8:31 a.m. (CT)) in a series in its appointed or
allocated class, respectively, that is not open due to the lack of a quote (see
Rule 6.2(d)(1)(A) or (ii)(A), as applicable) (Rules 8.15 and 8.85),

respectively.



SR-CBOE-2019-068
Page 41 of 69

Number of Offenses in any Rolling | Fine Amount
Twenty-Four Month Period

1% Offense $2,000 - $4,000

Subsequent Offenses $4,000 - $5,000

(15) Failure to Accurately Report Position and Account Information
(Rule 4.13)

A fine shall be imposed upon a Trading Permit Holder who violates Rule 4.13.
Such fines shall be imposed on the basis of the following schedule:

Number of Offenses in any Rolling | Fine Amount
Twenty-Four Month Period

1*' Offense $500

2nd Offense $1,000

3rd Offense $2,500
Subsequent Offenses $5,000

(16)  Failure to Provide Prior Capital Withdrawal Notice (Rule 15¢3-
1(e) under the Securities Exchange Act of 1934)

A fine shall be imposed upon a Trading Permit Holder who fails to provide prior
notification of capital withdrawal in accordance with Rule 15c¢3-1(e) under the Securities
Exchange Act of 1934. Such fines shall be imposed on the basis of the following
schedule:

Number of Offenses in any Rolling | Fine Amount
Twenty-Four Month Period

1% Offense $2,500

Subsequent Offenses $5,000

(17)  Failure to Provide Post Capital Withdrawal Notice (Rule 15¢3-1(e)
under the Securities Exchange Act of 1934)
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A fine shall be imposed upon a Trading Permit Holder who fails to provide notification
following a capital withdrawal in accordance with Rule 15¢3-1(e) under the Securities Exchange
Act of 1934. Such fines shall be imposed on the basis of the following schedule:

Number of Offenses in any Rolling | Fine Amount
Twenty-Four Month Period

1% Offense $1,000

Subsequent Offenses $2,500

(18) Failure to Designate a Person or Persons Responsible for
Implementing and Monitoring a Trading Permit Holder’s Anti-Money Laundering
Compliance Program (Rule 4.20)

A fine shall be imposed upon a Trading Permit Holder who fails to designate and
identify to the Exchange a person or persons responsible for implementing and
monitoring the day-to-day operations and internal controls of the Trading Permit
Holder’s Anti-Money Laundering Compliance Program and/or who fails to provide
prompt notification to the Exchange regarding any change in such designation in
violation of Rule 4.20:

Number of Offenses in any Rolling | Fine Amount
Twenty-Four Month Period

1% Offense $1,000

Subsequent Offenses $2,500

(19)  Failure to Conduct or Participate in Mandatory Systems Testing
(Rule 6.23A(e)) A fine shall be imposed upon a Trading Permit Holder who fails
to conduct or participate in the testing of computer systems or fails to provide
required reports or maintain required documentation in violation of Rule
6.23A(e). Such fines shall be imposed on the basis of the following schedule:

Number of Offenses in One Calendar Year | Fine Amount

1%t Offense $250

2nd Offense $500

3" Offense $1,000
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Subsequent Offenses $2,000

. .. Interpretations and Policies:

.01 Any Trading Permit Holder who is issued a summary fine notice for the same conduct
covered in sub-paragraph (g)(5) that meets one of the levels below shall have the opportunity to
submit one written offer of settlement to the CRO in accordance with the provisions of Rule
17.8(a)—Submission of Offer, provided, however, that the Interpretation and Policies to Rule
17.8 shall not apply to an offer made hereunder and the Trading Permit Holder must submit the
offer within 30 days of the date of service of the written notice informing the Trading Permit
Holder of the fine(s) imposed. The Trading Permit Holder may also appear once before the CRO
to make an oral statement in support of the offer. In considering an offer of settlement, the CRO
shall consider the Principal Considerations in Determining Sanctions as set forth in Interpretation
and Policy .01 of Rule 17.11. A Trading Permit Holder may make one offer:

1) When the summary fine amount would be greater than $2,500 but not more than
$5,000 for a single offense, regardless of whether the single offense is the result of one violation
or multiple violations aggregated; or

2) When the total fine for multiple offenses, would be greater than $10,000 in the
aggregate and not more than $5,000 for any single offense, again regardless of whether any
single offense is the result of one violation or multiple violations aggregated.

A decision of the CRO accepting an offer of settlement hereunder shall be reported on a
current basis pursuant to Rule 19d-1 under the Securities Exchange Act of 1934. The Trading
Permit Holder shall report a decision accepting an offer of settlement on the Trading Permit
Holder’s broker-dealer and Form U-4 (uniform application for securities industry registration or
transfer) forms as a decision in a contested Exchange disciplinary proceeding.

.02

(a) The Exchange shall attempt to serve Trading Permit Holders fined pursuant to
subsection (g)(4) of this Rule with a written statement in accordance with section (b) of this Rule
within the month immediately following the month in which the violations were alleged to have
occurred. Such Trading Permit Holders may, within fifteen (15) days after such service was
effected, request verification of the fine by the Exchange.

(b) Notwithstanding the provisions of Interpretation and Policy .02 (a) above, there
shall be a cap on the number of transactions during a particular month with respect to which a
Trading Permit Holder fined pursuant to subsection (g)(4) of this Rule may request verification.
Such cap shall be imposed pursuant to the following schedule:

Number of Offenses Within a Rolling | Maximum Number of Transactions During
Twenty-Four Month Period a Particular Month With Respect to Which
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Verification May Be Requested
1-2 No Limit
3+ The greater of (i) 50 transactions or (ii) 10%
of the number of transactions deemed not to
be in compliance with Rule 17.50(g) (4)

(©) The Exchange shall attempt to serve Trading Permit Holders fined pursuant to
subsection (g)(7) of this Rule with a written statement in accordance with section (b) of this Rule
on or before the tenth (10th) day of the month immediately following the month in which the
violations were alleged to have occurred. Such Trading Permit Holders may, on or before the
twenty-fifth (25th) day of the month in which such service was effected, request verification of
the fine by the Exchange.

(d) Verification requests pursuant to sections (a) and (c) of this Interpretation and
Policy .02 shall be made in the manner and form required by the Exchange, and shall deal solely
with factual issues. Exchange employees shall verify the accuracy of the fine for which a request
for verification has been made and determine whether the fine should remain as imposed or
should be modified or eliminated. During the verification process, the Exchange may require or
permit the Trading Permit Holder requesting verification to produce substantiating evidence or
other information within ten (10) days after notice of that deadline is sent to such Trading Permit
Holder. The Trading Permit Holder requesting verification shall have the burden of producing
such evidence or information. Notice of the determination shall be given in writing to the
Trading Permit Holder requesting verification. For purposes of sections (c) and (d) of this Rule, a
Trading Permit Holder filing a request for verification may contest the fine subject to verification
within thirty (30) days after the date the Exchange sent such Trading Permit Holder notice of the
determination.

.03 Any fine imposed pursuant to subsection (g)(6) that (i) does not exceed $1,000 and (ii) is
not contested, shall not be reported by the Exchange to the SEC, except as may otherwise be
required by Exchange Act Rule 19d-1 and by any other regulatory authority.

! Minor Rule Violation fines imposed under this provision may be issued by Exchange Floor
Officials.]

% sk sk ok sk
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EXHIBIT 5B

(additions are underlined; deletions are [bracketed])
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Rules of Cboe Exchange, Inc.

(Effective October 7, 2019)
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Rule 13.1. Disciplinary Jurisdiction

(a) A Trading Permit Holder or a person associated with a Trading Permit Holder (the
“Respondent”) who is alleged to have violated or aided and abetted a violation of any provision
of the Exchange Act, the Rules, or the Bylaws, or any interpretation thereof or resolution of the
Board of the Exchange regulating the conduct of business on the Exchange shall be subject to the
disciplinary jurisdiction of the Exchange under this Chapter, and after notice and opportunity for
a hearing may be appropriately disciplined by expulsion, suspension, limitation of activities,
functions, and operations, fine, censure, being suspended or barred from being associated with a
Trading Permit Holder, suspension or revocation of one or more of the Respondent’s Trading
Permits or any other fitting sanction, in accordance with provisions of the Chapter.

An individual Trading Permit Holder, nominee or other person associated with a TPH
organization may be charged with any violation committed by employees under his supervision
or by the TPH organization with which he is associated, as though such violation were his own.
A TPH organization may be charged with any violation committed by its employees or by a
Trading Permit Holder or other person who is associated with such TPH organization, as though
such violation were its own.

(b) Any Trading Permit Holder or person associated with a Trading Permit Holder shall continue
to be subject to the disciplinary jurisdiction of the Exchange following such person’s termination
as a Trading Permit Holder or associated person with respect to matters that occurred prior to
such termination or with respect to the failure to honor an arbitration award pursuant to Chapter
14 of the Rules; provided that written notice of the commencement of an inquiry into such
matters is given by the Exchange to such former Trading Permit Holder or former associated
person within one year of receipt by the Exchange or such other exchange or association
recognized for purposes of Rule 3.37 of the latest written notice of the termination of such
person’s status as a Trading Permit Holder or person associated with a Trading Permit Holder.
The foregoing notice requirement does not apply to a person who at any time after a termination
again subjects himself to the disciplinary jurisdiction of the Exchange by becoming a Trading
Permit Holder or a person associated with a Trading Permit Holder.

Interpretations and Policies
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.01 A summary suspension or other action taken pursuant to Chapter 12 of the Rules shall not be
deemed to be disciplinary action under this Chapter, and the provisions of this Chapter shall not
be applicable to such action.

.02 The notice requirement in paragraph (b) of this Rule shall not apply in instances where the
Exchange seeks to act under this Chapter 13 with respect to a former Trading Permit Holder or
person associated with a Trading Permit Holder for the failure to honor an arbitration award
pursuant to Chapter 14 of the Rules.

Rule 13.2. Complaint and Investigation

(a) Initiation of Investigation. The Regulatory staff, and any successor thereto, shall investigate
or examine possible violations within the disciplinary jurisdiction of the Exchange whenever the
Regulatory staff determines in its sole discretion there is a reasonable basis for it to do so. The
Regulatory staff shall also determine in its discretion whether to investigate or examine any
complaint it receives alleging possible violations within the disciplinary jurisdiction of the
Exchange, provided such complaint specifies in reasonable detail the facts constituting the
violation. Complaints, written or oral, may be submitted by any person or entity, including the
Board, Exchange employees, and Trading Permit Holders (the “Complainant”).

(b) Requirement to Furnish Information. Each Trading Permit Holder and person associated with
a Trading Permit Holder shall be obligated upon request by the Exchange to appear and testify,
and to respond in writing to interrogatories and furnish documentary materials and other
information requested by the Exchange in connection with (1) an investigation initiated pursuant
to_paragraph (a) of this Rule, (2) a hearing or appeal conducted pursuant to this Chapter or
preparation by the Exchange in anticipation of such a hearing or appeal, or (3) an Exchange
inquiry resulting from an agreement entered into by the Exchange pursuant to Rule 7.9. No
Trading Permit Holder or person associated with a Trading Permit Holder shall impede or delay
an Exchange investigation or proceeding conducted pursuant to this Chapter or an Exchange
inquiry pursuant to Rule 7.9 nor refuse to comply with a request made by the Exchange pursuant
to this paragraph. A Trading Permit Holder or person associated with a Trading Permit Holder is
entitled to be represented by counsel during any such Exchange investigation, proceeding or

inquiry.

(c) Report. Regulatory staff shall have the sole discretion to determine whether to request that the
Chief Regulatory Officer (““CRO”) authorize the issuance of a statement of charges pursuant to
Rule 13.4. In every instance where an investigation has been instituted as a result of a complaint,
and in every other instance where an investigation results in the Regulatory staff finding that
there are reasonable grounds to believe that a violation has been committed and a formal
regulatory action (i.e., a Statement of Charges) is warranted, the Regulatory staff shall submit a
written report of its investigation to the CRO. In those instances where an investigation results in
the Regulatory staff finding that there are reasonable grounds to believe that a violation has been
committed but non-formal regulatory action (i.e., a Letter of Information, a Letter of Caution or a
Staff Interview) is warranted in lieu of the issuance of a statement of charges, the Regulatory
staff may in its sole discretion determine to impose such non-formal regulatory action without
the submission of a written report of its investigation to the CRO. In the event the Regulatory
staff finds that there are not reasonable grounds to believe that a violation has been committed,
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the Regulatory staff may in its sole discretion determine to close the investigation (i.e., File
Without Action) without the submission of a written report of its investigation to the CRO.

(d) Notice, Statement and Access. Prior to submitting its report, the Regulatory staff shall notify
the person(s) who is the subject of the report (hereinafter Subject) of the general nature of the
allegations and of the specific provisions of the Exchange Act, rules and regulations promulgated
thereunder, Bylaws or Rules of the Exchange or any interpretation thereof or any resolution of
the Board regulating the conduct of business on the Exchange, that appear to have been violated.
Except when the CRO determines that expeditious action is required, a Subject shall have 25
days from the date of the notification described above to submit a written statement to the CRO
concerning why no disciplinary action should be taken. To assist a Subject in preparing such a
written statement, the Subject shall have access to any documents and other materials in the
investigative file of the Exchange that were furnished by the Subject or the Subject’s agents. The
25-day period to submit a written statement shall toll while any request for access to the
investigative file pursuant to this section is pending.

Interpretations and Policies

.01 Failure to furnish testimony, documentary evidence or other information requested by the
Regulatory staff in the course of an Exchange inquiry, investigation, hearing or appeal conducted
pursuant to this Chapter or in the course of preparation by the Regulatory staff in anticipation of
such a hearing or appeal on the date or within the time period the Exchange specifies shall be
deemed to be a violation of Rule 13.2.

.02 In lieu of, or in addition to, submitting a written statement concerning why no disciplinary
action should be taken as permitted by paragraph (d) of this Rule, the Subject may submit a
statement in the form of a videotaped response. Except when the CRO determines that
expeditious action is required, the Subject shall have 25 days from the date of the notification
described in paragraph (d) to submit the videotaped response. Videotaped responses shall not
exceed 12 minutes and must be accompanied by a written transcript of the response.

.03 To assist the Regulatory staff in investigating possible violations within the Exchange’s
disciplinary jurisdiction, Complainants should sign written complaints or identify themselves
when making oral complaints pursuant to paragraph (a) of this Rule, and also identify the
specific statutes, Bylaws, rules, interpretations or resolutions that allegedly were violated.

.04 In addition to the existing obligation under Exchange rules regarding the production of books
and records, each TPH or TPH organization shall furnish upon request, in the manner and
standard electronic format prescribed by the Exchange, data concerning orders, transactions, and
positions, including related hedges and offsets, in relation to a regulatory review conducted by
the Regulatory staff.

.05 References to “Regulatory staff” in Chapter 13 mean the Exchange’s employees in the
Regulatory Division, and, as applicable, may also mean employees of FINRA who are
performing regulatory services to the Exchange in accordance with the regulatory services
agreement entered into between the Exchange and FINRA.
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Rule 13.3. Expedited Proceeding

Upon receipt of the notification required by Rule 13.2(d), a Subject may seek to dispose of the
matter through a letter of consent signed by the Subject. If a Subject desires to attempt to dispose
of the matter through a letter of consent, the Subject must submit to the Regulatory staff within
25 days from the date of the notification required by Rule 13.2(d) a written notice electing to
proceed in an expedited manner pursuant to this Rule 13.3. The Subject must then endeavor to
reach agreement with the Regulatory staff upon a letter of consent which is acceptable to the
Regulatory staff and which sets forth a stipulation of facts and findings concerning the Subject’s
conduct, the violation(s) committed by the Subject and the sanction(s) therefor. The matter can
only be disposed of through a letter of consent if the Regulatory staff and the Subject are able to
agree upon terms of a letter of consent which are acceptable to the staff and the letter is signed
by the Subject. At any point in the negotiations regarding a letter of consent, either the
Regulatory staff may deliver to the Subject or the Subject may deliver to the staff a written
declaration of an end to the negotiations. On delivery of such a declaration the Subject will then
have 25 days to submit a written statement pursuant to Rule 13.2(d) and thereafter the
Regulatory staff may bring the matter to the CRO for appropriate action. In the event that the
Subject and the Regulatory staff are able to agree upon a letter of consent which is acceptable to
the Regulatory staff, the Regulatory staff shall submit the letter of consent to the CRO. If the
letter of consent is accepted by the CRO, the Exchange shall adopt the letter of consent as its
decision and no further action shall be taken against the Subject respecting the matters that are
the subject of the letter of consent. If the letter of consent is rejected by the CRO, the matter shall
proceed as though the letter of consent had not been submitted. The CRO’s decision to accept or
reject a letter of consent shall be final, and a Subject may not seek review thereof.

Rule 13.4. Charges

(a) Determination Not to Initiate Charges. In those cases where notice has been provided
pursuant to Rule 13.2(d) and whenever it shall appear to the CRO from the report of the
Regulatory staff that no probable cause exists for finding a violation within the disciplinary
jurisdiction of the Exchange, or if the CRO otherwise determines that no further action is
warranted, the CRO shall direct the Regulatory staff to prepare and issue a written statement to
that effect setting forth the CRO’s reasons for such finding, which shall be sent to the Subject
and the Complainant, if any.

(b) Initiation of Charges. Whenever it shall appear to the CRO from the report of the Regulatory
staff that there is probable cause for finding a violation within the disciplinary jurisdiction of the
Exchange and that further proceedings are warranted, the CRO shall direct the Regulatory staff
to prepare and issue a statement of charges against the person or organization alleged to have
committed a violation (the “Respondent™) specifying the acts in which the Respondent is charged
to have engaged and setting forth the specific provisions of the Securities Exchange Act of 1934,
as amended, rules and regulations promulgated thereunder, Bylaws, rules, interpretations or
resolutions of which such acts are in violation. A copy of the charges shall be served upon the
Respondent in accordance with Rule 13.12. The Complainant, if any, shall be notified if further
proceedings are warranted.
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(c) Access to Documents. Provided that a Respondent has made a written request for access to
documents within 25 days after a statement of charges has been served upon the Respondent in
accordance with Rule 13.12, the Respondent shall have access to all documents concerning the
case that are in the investigative file of the Exchange except for Regulatory staff investigation
and examination reports and materials prepared by the Regulatory staff in connection with such
reports or in anticipation of a disciplinary hearing. In providing such documents, the Regulatory
staff may protect the identity of a Complainant.

Rule 13.5. Answer

The Respondent shall have 25 days after service of the charges to file a written answer thereto.
The answer shall specifically admit or deny each allegation contained in the charges, and the
Respondent shall be deemed to have admitted any allegation not specifically denied. The answer
may also contain any defense which the Respondent wishes to submit and may be accompanied
by documents in support of the Respondent’s answer or defense. In the event the Respondent
fails to file an answer, the charges shall be considered to be admitted. The 25-day period to
submit a written answer shall toll while any request for access to the investigative file pursuant to
Rule 13.4(c) is pending.

Rule 13.6. Hearing

(a) Participants. Subject to Rule 13.7 of this Chapter concerning summary proceedings, a
hearing on the charges shall be held before a panel of either three or five members of the
Business Conduct Committee (“BCC”) selected by the Chairperson of the BCC. The selected
members of the BCC shall exercise the authority of the BCC in respect of matters pertaining to
the hearing and for purposes of this Chapter shall be referred to as the “Hearing Panel.” The
Exchange and the Respondent shall be the parties to the hearing. Where a TPH organization is a
party, it shall be represented by one of the TPH organization’s nominees at the hearing. BCC
Counsel may assist the Hearing Panel in preparing its written recommendations or judgments.

(1) Impartiality of Hearing Panel Members. When any member of the Hearing Panel
considers a disciplinary matter they are expected to function impartially and
independently of the staff members who prepared and prosecuted the charges. If at any
time a member of the Hearing Panel determines that they have a conflict of interest or
bias or circumstances otherwise exist where their fairness might reasonably be
questioned, the applicable member of the Hearing Panel shall notify the Chairperson of
the BCC who shall issue and serve on the Parties a notice stating that the Hearing Panel
member has withdrawn from the matter. In the event that a member of a Hearing Panel
withdraws, is incapacitated, or otherwise is unable to continue service after being
appointed, the Chairperson of the BCC shall appoint a replacement to serve on the

Hearing Panel.

(2) Motions for Disqualification. Within 15 days of the appointment of the Hearing
Panel, the Respondent may move for disqualification of any member of the Hearing
Panel sitting on such Panel based upon bias or conflict of interest. Such motions shall be
made in writing and state with specificity the facts and circumstances giving rise to the
alleged bias or conflict of interest. The motion papers shall be filed with the Chairperson
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of the BCC. The Exchange may file a brief in opposition to the Respondent’s motion
within 15 days of service thereof.

(3) Rulings on Motions for Disqualification. The Hearing Panel, excluding the applicable
member of the Hearing Panel at issue, shall rule upon such motion no later than 30 days
from filing by the Respondent. Prior adverse rulings against the Respondent or
Respondent’s attorney in other matters shall not, in and of themselves, constitute grounds
for disqualification. If the Hearing Panel believes the Respondent has provided
satisfactory evidence in support of the motion to disqualify, the applicable member of the
Hearing Panel shall remove themselves and request the Chairperson of the BCC to
reassign the hearing to another member of the BCC. If the Hearing Panel determines that
the Respondent’s grounds for disqualification are insufficient, it shall deny the
Respondent’s motion for disqualification by setting forth the reasons for the denial in
writing and the Hearing Panel will precede with the hearing. The ruling by the Hearing
Panel on such motions shall not be subject to interlocutory review.

(b) Prehearing Procedures. Parties shall be given at least 15 business days’ notice of the time
and place of the hearing. Hearings are typically held in Chicago, but, the Hearing Panel may
decide to hold a hearing outside of Chicago to accommodate the parties, witnesses, Exchange
staff, or the Hearing Panel members. Not less than ten (10) business days in advance of the
scheduled hearing date, each party shall furnish to the Hearing Panel and to the other parties
copies of all documentary evidence such party intends to present at the hearing and a list
containing the names of all witnesses the party intends to present at a hearing. Where time and
the nature of the proceeding permit, the parties shall meet in a pre-hearing conference for the
purpose of clarifying and simplifying issues and otherwise expediting the proceeding. At such
pre-hearing conference, the parties shall attempt to reach agreement respecting authenticity of
documents, facts not in dispute, and any other items which will serve to expedite the hearing of
the matter. At the request of any party, the Hearing Panel or Hearing Panel Chairperson shall
hear and decide all pre-hearing issues not resolved among the parties. Interlocutory Board review
of any decision made by the Hearing Panel prior to completion of the hearing is generally
prohibited. Such interlocutory review shall be permitted only if the Hearing Panel agrees to such
review after determining that the issue is a controlling issue of rule or policy and that immediate
Board review would materially advance the ultimate resolution of the case.

(¢) Conduct of Hearing. The Hearing Panel shall determine all questions concerning the
admissibility of evidence and shall otherwise regulate the conduct of the hearing. Formal rules of
evidence shall not apply. The charges shall be presented by a representative of the Exchange
who, along with Respondent and any other party, may present evidence and produce witnesses
who shall testify under oath and are subject to being questioned by the Hearing Panel and the
other parties. The Respondent and intervening parties are entitled to be represented by counsel
who may participate fully in the hearing. A transcript of the hearing shall be made and shall
become part of the record.

(d) Documents and Witnesses. The Hearing Panel may request the production of documentary
evidence and witnesses. If the Exchange, a Trading Permit Holder, or a person associated with a
Trading Permit Holder will not voluntarily produce non-privileged documents or hearing
witnesses the Respondent has requested, the Respondent may submit a written request to the




SR-CBOE-2019-068
Page 51 of 69

Hearing Panel asking the Hearing Panel to enter an order compelling the production of non-
privileged documents by the Exchange, the Trading Permit Holder, or associated person or
compelling the testimony of the Trading Permit Holder, associated person, or a person within the
Exchange’s control. Before entering such order, the Hearing Panel must hear any objections
raised by Exchange staff to the issuance of such an order. When deciding whether to issue the
requested order, the Hearing Panel shall weigh the probative value of the documents or
testimony against considerations such as undue delay, waste of time, confusion, unfair prejudice
or needless presentation of cumulative evidence. As a condition to issuing such an order, the
Hearing Panel may require the Respondent to pay the costs of complying with the requested
order including a witness’s travel expenses. No Trading Permit Holder or person associated with
a Trading Permit Holder shall refuse to furnish relevant testimony, documentary materials or
other information requested or ordered by the Hearing Panel.

Interpretations and Policies

.01 Intervention. Any person not otherwise a party may intervene as a party to the hearing upon
demonstrating to the satisfaction of the Hearing Panel that that person has an interest in the
subject of the hearing and that the disposition of the matter, may, as a practical matter, impair or
impede that person’s ability to protect that interest. Also, the Hearing Panel may in its discretion
permit a person to intervene as a party to the hearing when the person’s claim or defense and the
main action have questions of law or fact in common. Any person wishing to intervene as a party
to a hearing shall file with the Hearing Panel a notice requesting the right to intervene, stating the
grounds therefor, and setting forth the claim or defense for which intervention is sought.

.02 The Hearing Panel, in exercising its discretion concerning intervention shall take into
consideration whether the intervention will unduly delay or prejudice the adjudication of the
rights of the original parties.

.03 Subject to Rule 13.7. the CRO shall have the authority to direct that a hearing be scheduled at
any time, after the period to answer pursuant to Rule 13.5 has elapsed.

Rule 13.7. Summary Proceedings

Notwithstanding the provision of Rule 13.6 of this Chapter, the CRO may make a determination
without a hearing and may impose a penalty as to violations which the Respondent has admitted
or has failed to answer or which otherwise do not appear to be in dispute. Notice of such
summary determination, specifying the violations and penalty, shall be served upon the
Respondent, who shall have ten (10) business days from the date of service to notify the CRO
that the Respondent desires a hearing upon all or a portion of any charges not previously
admitted or upon the penalty. Failure to so notify the CRO shall constitute admission of the
violations and acceptance of the penalty as determined by the CRO and a waiver of all rights of
review. If the Respondent requests a hearing, the matters which are the subject of the hearing
shall be handled as if the summary determination had not been made.
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Rule 13.8. Offers of Settlement

(a) Submission of Offer. At any time following the date of service of a statement of charges upon
the Respondent in accordance with Rule 13.12, the Respondent may submit to the CRO a written
offer of settlement, signed by the Respondent, which shall contain a proposed stipulation of facts
and shall consent to a specified sanction. Where the CRO accepts an offer of settlement, the
CRO shall issue a decision, including findings and conclusions and imposing a sanction,
consistent with the terms of such offer. Where the CRO rejects an offer of settlement, it shall
notify the Respondent and the matter shall proceed as if such offer had not been made, and the
offer and all documents relating thereto shall not become part of the record. A decision of the
CRO issued upon acceptance of an offer of settlement as well as the determination of the CRO
whether to accept or reject such an offer shall be final, and the Respondent may not seek review
thereof.

(b) Submission of Statement. A Respondent may submit with an offer of settlement a written
statement in support of the offer. In addition, if the Regulatory staff will not recommend
acceptance of an offer of settlement to the CRO, a Respondent shall be notified and may appear
before the CRO to make an oral statement in support of the offer. Finally, if the CRO rejects an
offer that the Regulatory staff supports, a Respondent may appear before the CRO to make an
oral statement concerning why the Respondent believes the CRO should change the CRO’s
decision and accept the Respondent’s offer. A Respondent must make a request for such an
appearance within five (5) days of being notified that the Respondent’s offer was rejected or that
Regulatory staff will not recommend acceptance.

Interpretations and Policies

.01 Unless the CRO shall otherwise order, a Respondent shall be entitled to submit to the CRO a
maximum of two written offers of settlement in connection with the statement of charges issued
to that Respondent pursuant to Rule 13.4(b).

.02 Subject to Interpretation and Policy .01, a Respondent may propose a written offer of
settlement during the course of any proceeding under this Chapter. If the Respondent wants to
submit an offer of settlement subsequent to a hearing being scheduled pursuant to Rule 13.6, the
Hearing Panel shall grant the parties leave from the hearing for the offer of settlement to be
presented to the CRO for consideration under paragraph (a) of this rule.

Rule 13.9. Decision

Following a hearing conducted pursuant to Rule 13.6 of this Chapter, the Hearing Panel shall
issue a decision in writing, based solely on the record, determining whether the Respondent has
committed a violation and imposing the sanction, if any, therefor. The decision shall include a
statement of findings and conclusions, with the reasons therefor, upon all material issues
presented on the record. Where a sanction is imposed under Rule 13.11, the decision shall
include a statement specifying the acts or practices in which the Respondent has been found to
have engaged, the specific provisions of the Securities Exchange Act of 1934, as amended, rules
and regulations promulgated thereunder, Bylaws, rules, interpretations or resolutions of the
Exchange of which the acts are deemed to be in violation, and a statement of the sanctions
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imposed and the reasons therefor. The Respondent and the Regulatory Division shall be
promptly sent a copy of the decision. After Board review pursuant to Rule 13.10, or the time for
such review has expired, the decision will be considered final, and the Exchange shall post the
complete decision on the Cboe Options website.

Rule 13.10. Review

(@

(1) Petition. Both the Respondent and the Regulatory Division shall have 15 days after
service of notice of the decision made pursuant to Rule 13.9 of this Chapter to petition for
review of the decision by filing a copy of the petition with the Secretary of the Exchange
(“Secretary”) and with all other parties to the hearing. Such petition shall be in writing
and shall specify the findings and conclusions to which exceptions are taken together
with reasons for such exceptions. Any objections to a decision not specified by written
exception shall be considered to have been abandoned.

(b) Written Submissions. Within 15 days after a petition for review has been filed with the
Secretary of the Exchange pursuant to paragraph (a)(1) of this Rule, the other parties to
the hearing may each submit to the Secretary a written response to the petition. A copy of
the response must be served upon the petitioner. The petitioner has 15 days from the
service of the response to file a reply with the Secretary and the other parties to the

hearing.

(b) Conduct of Review. The review shall be conducted by the Board or a committee of the Board
composed of at least three Directors whose decision must be ratified by the Board. Any Director
who participated in a matter before the Hearing Panel or other Committee may not participate in
any review of that matter by the Board. Unless the Board shall decide to open the record for the
introduction of evidence or to hear argument, such review shall be based solely upon the record
and the written exceptions filed by the parties. New issues may be raised by the Board; the
parties to the hearing shall be given notice of and an opportunity to address any such new issues.
The Board may affirm, reverse or modify, in whole or in part, the decision of the Hearing Panel.
Such modification may include an increase or decrease of the sanction. The decision of the
Board shall be in writing, shall be promptly served on the Respondent and the Regulatory
Division, and shall be final.

(c) Review on Motion of Board. The Board may on its own initiative order review of a decision
made pursuant to Rule 13.7 or 13.9 of this Chapter within 30 days after notice of the decision has
been served on the Respondent and the Regulatory Division. Such review shall be conducted in
accordance with the procedure set forth in paragraph (b) of this Rule.

Rule 13.11. Judgment and Sanction

(a) Sanctions. Trading Permit Holders and persons associated with Trading Permit Holders shall
(subject to any rule or order of the Securities and Exchange Commission) be appropriately
disciplined by the Hearing Panel or the CRO, as applicable, for violations under these Rules by
expulsion, suspension, limitation of activities, functions and operations, fine, censure, being
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suspended or barred from being associated with a Trading Permit Holder, suspension or
revocation of one or more Trading Permits, or any other fitting sanction.

(b) Effective Date of Judgment. Sanctions imposed under this Chapter shall not become effective
until the Exchange review process is completed or the decision otherwise becomes final. Pending
effectiveness of a decision imposing a sanction on the Respondent, the Hearing Panel or the
CRO, as applicable, may impose such conditions and restrictions on the activities of the
Respondent as the Hearing Panel or the CRO, as applicable, considers reasonably necessary for
the protection of investors and the Exchange.

Interpretations and Policies

.01 To promote consistency and uniformity in the imposition of penalties, the following Principal
Considerations in Determining Sanctions should be considered in connection with the imposition
of sanctions in all cases in determining appropriate remedial sanctions through the resolution of
disciplinary matters through offers of settlement or after formal disciplinary hearings.

Principal Considerations In Determining Sanctions

(a) Disciplinary sanctions are remedial in nature. The Hearing Panel or the CRO, as applicable,
should design sanctions to prevent and deter future misconduct by wrongdoers, to discourage
others from engaging in similar misconduct, and to improve overall business standards of Cboe
Options Trading Permit Holders. Pursuant to Exchange Rule 13.11, the Hearing Panel or the
CRO, as applicable, may impose sanctions including expulsion, suspension, limitation of
activities, fine, censure, suspension or revocation of one or more Trading Permits, or any other
fitting sanction.

(b) An important objective of the disciplinary process is to deter future misconduct by imposing
progressively escalating sanctions on recidivists. The Hearing Panel or the CRO, as applicable,
should consider a party’s relevant disciplinary history in determining sanctions.

(c) Relevant Precedent. The Hearing Panel or the CRO, as applicable, should consider prior
similar disciplinary decisions (relevant precedent) in determining an appropriate sanction and
may consider relevant precedent from other self-regulatory organizations.

(d) The Hearing Panel or the CRO, as applicable, should tailor sanctions to address the
misconduct at issue. The Hearing Panel or the CRO, as applicable, should impose sanctions
tailored to the misconduct at issue. For example, the Hearing Panel or the CRO, as applicable,
may require a Trading Permit Holder or TPH organization to, among other things: retain a
qualified independent consultant to improve future compliance with regulatory requirements;
disclose disciplinary history to new and/or existing clients; implement heightened supervision of
certain employees; or requalify by examination in any or all registered capacities.

(e) Aggregation of violations may be appropriate in certain instances for purposes of determining
sanctions. The Hearing Panel or the CRO, as applicable, may aggregate individual violations of
particular rules and treat such violations as a single offense for purposes of determining
sanctions. Aggregation may be appropriate when the Exchange utilizes a comprehensive
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surveillance program in the detection of potential rules violations. Aggregation may also be
appropriate where the Exchange has reviewed activity over an extensive time period during the
course of an investigation of matters disclosed either through a routine examination of the
Trading Permit Holder or as the result of a complaint. Similarly, where no exceptional
circumstances are present, the Exchange may impose a fine based upon a determination that
there exists a pattern or practice of violative conduct. The Exchange also may aggregate similar
violations generally if the conduct was unintentional, there was no injury to public investors, or
the violations resulted from a single systemic problem or cause that has been corrected.

(f) The Hearing Panel or the CRO, as applicable, should evaluate appropriateness of
disgorgement and/or restitution. The Hearing Panel or the CRO, as applicable, should evaluate
the appropriateness of disgorgement and/or restitution in those cases where the amount of harm
is quantifiable and the harmed party is identifiable.

(2) The Hearing Panel or the CRO, as applicable, should consider contributions or settlements by
a respondent or any related Trading Permit Holder or TPH organization to the harmed party as it
relates to the conduct that is the subject of the disciplinary matter.

(h) The Hearing Panel or the CRO, as applicable, may consider a party’s inability to pay in
connection with the imposition of monetary sanctions.

Rule 13.12. Service of Notice

Any charges, notices or other documents may be served upon the Respondent either personally
or by leaving the same at the Respondent’s place of business or by deposit in the United States
post office, postage prepaid via registered or certified mail addressed to the Respondent at the
Respondent’s address as it appears on the books and records of the Exchange. If service is made
by registered or certified mail, three days shall be added to the prescribed period for response.

Rule 13.13. Extension of Time Limits

Any time limits imposed under this Chapter for the submission of answers, petitions or other
materials may be extended by permission of the authority at the Exchange to or by whom such
materials are to be submitted.

Rule 13.14. Reporting to the Central Registration Depository

The Exchange shall report to the Central Registration Depository (““CRD”) the following
information concerning formal Exchange disciplinary proceedings: (i) the issuance of a
statement of charges pursuant to Exchange Rule 13.4(b) and (ii) all significant changes in the
status of such proceedings while such proceedings are pending.

Interpretations and Policies

.01 For the purposes of this Rule:
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(a) A formal Exchange disciplinary proceeding shall be considered to be pending from the time
that a statement of charges is issued in such proceeding pursuant to Exchange Rule 13.4(b) until
the outcome of the proceeding becomes final.

(b) An Exchange disciplinary proceeding shall be considered to be a formal disciplinary
proceeding if it is initiated by the Exchange pursuant to Exchange Rule 13.2 et seq.

(c) Significant changes in the status of a formal Exchange disciplinary proceeding shall include,
but not be limited to, the scheduling of a disciplinary hearing, the issuance of a decision by the
Hearing Panel or CRO, as applicable, the filing of an appeal to the Board of Directors of the
Exchange, and the issuance of a decision by the Board of Directors of the Exchange.

Rule 13.15. Imposition of Fines for Minor Rule Violations

(a) In lieu of commencing a disciplinary proceeding pursuant to Exchange Rule 13.2 et seq., the
Exchange may, subject to the requirements set forth herein, impose a fine, not to exceed $5.000,
on any Trading Permit Holder or person associated with or employed by a Trading Permit
Holder with respect to any rule violation listed in section (g) of this Rule. For purposes of
imposing fines pursuant to Rule 13.15(g)(4) and (g)(5), the Exchange may aggregate individual
violations of particular rules and treat such violations as a single offense, provided that such
aggregation is based upon a comprehensive automated surveillance program. In other instances,
the Exchange may, if no exceptional circumstances are present, impose a fine based upon a
determination that there exists a pattern or practice of violative conduct. The Exchange also may
aggregate similar violations generally if the conduct was unintentional, there was no injury to
public investors, or the violations resulted from a single systemic problem or cause that has been
corrected. Any fine imposed pursuant to this Rule that (1) does not exceed $2,500 and (2) is not
contested, shall be reported by the Exchange to the Securities and Exchange Commission
(“SEC™”) on a periodic, rather than a current, basis, except as may otherwise be required by
Exchange Act Rule 19d-1 and by any other regulatory authority.

(b) In any action taken by the Exchange pursuant to this Rule, any person against whom a fine is
imposed shall be served, as provided in Exchange Rule 13.12, with a written statement, prepared
by the Exchange, setting forth: (1) the rule(s) allegedly violated; (2) the act or omission
constituting each such violation; (3) the fine imposed for each violation; and (4) the date by
which such determination becomes final and such fine must be paid or contested as provided
below, which date shall be not less than thirty (30) days after the date of service of such written
statement. The issuance of a fine, a Trading Permit Holder’s failure to contest the fine, or a
Trading Permit Holder’s submission and/or the Exchange’s acceptance of an offer of settlement
in accordance with the provisions of Rule 13.15 do not constitute an admission.

(©)

(1) Any person against whom a fine is imposed pursuant to section (g) of this Rule may
contest the Exchange’s determination by filing with the Office of the Secretary of the
Exchange, on or before the date specified pursuant to subsection (b)(4) of this Rule, a
written answer as provided in Exchange Rule 13.5, at which point the matter shall
become subject to review by a Hearing Panel. The filing must include a request for a
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hearing, if a hearing is desired. Hearings will be conducted in accordance with the
provisions of Exchange Rule 13.6. If a hearing is not requested, the review will be based
on written submissions and will be conducted in a manner to be determined by a Hearing
Panel.

(2) If after a hearing or review based on written submissions pursuant to subsection (c)(1)
of this Rule the Hearing Panel determines that the conduct serving as the basis for the
action under review is in violation of the rule charged, the Hearing Panel (1) may impose
any one or more of the disciplinary sanctions authorized by the Exchange's Bylaws and
Rules and (2) shall impose a forum fee against the person charged in the amount of one
hundred dollars ($100) if the determination was reached without a hearing, or in the
amount of three hundred dollars ($300) if a hearing was conducted. However,
notwithstanding the foregoing, in the event that the Hearing Panel determines that the
person charged has been found to have committed one or more rule violations and the
sole disciplinary sanction imposed by the Hearing Panel for such rule violation(s) is a
fine which is less than the total fine initially imposed by the Exchange pursuant to this
Rule, the Hearing Panel shall have the discretion to waive the imposition of a forum fee.

(3) The committee or department of the Exchange that commenced the action under this
Rule, the person charged, and the Board of Directors of the Exchange may require a
review by the Board of any determination by a Hearing Panel under this Rule by
proceeding in the manner described in Exchange Rule 13.10. For the purposes of such an
appeal by the committee or department of the Exchange that commenced the action under
this Rule, such committee or department of the Exchange shall have the same rights a
Respondent under Exchange Rule 13.10.

(4) In the event that a fine imposed pursuant to this Rule is subsequently upheld by a
Hearing Panel or, if applicable, on appeal, such fine, plus all interest that has accrued
thereon since the date specified pursuant to subsection (b)(4) of this Rule, and any forum
fee imposed hereunder, shall be immediately due and payable.

(d) Reserved.

(e) Fines imposed pursuant to this Rule shall be billed to the Clearing Trading Permit Holder
previously designated by the person fined pursuant to Exchange Rule 2.3. Fines billed to a
Clearing Trading Permit Holder shall be collected by the Exchange by drafting the appropriate
Clearing Trading Permit Holder’s account at the Clearing Corporation. The amount of such fine
shall be an obligation payable to the Exchange by the billed Clearing Trading Permit Holder
regardless of whether the Clearing Trading Permit Holder actually collected the fine from the
person against whom the fine was imposed; provided that, if as of the billing date, (1) the person
against whom the fine was imposed does not have an active account with the billed Clearing
Trading Permit Holder, or (2) the equity in such person’s account with that Clearing Trading
Permit Holder is less than the amount of the fine, and the Clearing Trading Permit Holder
notifies the Exchange in writing within fifteen (15) days after the billing date that the condition
described in subsection (1) or (2) hereof exists, the Exchange shall bill such person directly. In
the event that the person against whom the fine is imposed contests the fine within the time
period specified pursuant to this Rule, but after the fine has been collected pursuant to this
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section (e), the Exchange shall promptly refund to the applicable Clearing Trading Permit
Holder’s account the amount collected.

(f) The Exchange shall issue regulatory circulars to the Trading Permit Holders from time to time
listing the Exchange Bylaws and rule provisions as to which the Exchange may impose fines as
provided by this Rule. Such list shall indicate the specific dollar amount that may be imposed as
a fine hereunder with respect to any violation of any such rule. The fines authorized below for
violations of a first or second offense may be imposed in the case of a first or second offense if
warranted under the circumstances. Nothing in this Rule shall require the Exchange to impose a
fine pursuant to this Rule with respect to the violation of any rule included in any such listing. In
addition, the Exchange may, whenever it determines that any violation is intentional, egregious,
or otherwise not minor in nature, proceed under the Exchange’s formal disciplinary rules as set
forth in Exchange Rule 13.2 et seq., rather than under this Rule.

(2) The following is a list of the rule violations subject to, and the applicable fines that may be
imposed by the Exchange pursuant to, this Rule:

(1) Violation of position and exercise limit rules. (Rule 8.30 and Rule 8.42)

* A violation that consists of (A) a 1 trade date overage, (B) a consecutive string of trade
date overage violations where the position does not change or where a steady reduction in
the overage occurs, or (C) a consecutive string of trade date overage violations resulting
from other mitigating circumstances, may be deemed to constitute one offense, provided
that the violations are inadvertent.

Number of Cumulative Violations In Any | Fine Amount (imposed on Exchange TPH
Twenty-Four (24) Month Rolling Period * organization or violations occurring in all
other accounts)

First Offense $500

Second Offense $1.000
Third Offense $2.500
Fourth and Each Subsequent Offense $5.000

(2) Failure to file Focus reports in a timely manner. (Rule 7.3)

Each Trading Permit Holder shall file with the Exchange a report of financial condition
on SEC Form X-17A-5 as required by Exchange Act Rules 17a-5 and 17a-10. Any
Trading Permit Holder who fails to file in a timely manner such report of financial
condition pursuant to Exchange Act Rules 17a-5 or 17a-10 shall be subject to the
following fines:
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Days Late Sanction
1-30 $200
31-60 $400
61+ $800

(3) Failure to respond in a timely manner to a request for automated submission of
trading data (“Blue Sheets”). (Rule 7.5)

Any Trading Permit Holder who fails to respond within ten (10) days to a request by the
Exchange for submission of Blue Sheets shall be subject to the following fines:

Number of Violations in Any Twenty-Four

Fine Amount

Month Period

15t Offense $2.500
Subsequent Offenses $5.000

(4) Failure to Submit Trade Information on Time and Failure to Submit Trade
Information to the Price Reporter. (Rule 6.1)

A fine shall be imposed upon a Market-Maker or Floor Broker who fails to submit trade
information in accordance with Rule 6.1. Such fines shall be imposed on the basis of the
following schedule:

* For purposes of this Rule 13.15(g)(4), an "offense" is defined as an instance in which a
pattern or practice of late reporting or failure to report without exceptional circumstances
has been determined.

Number of Offenses * in Any Rolling

Fine Amount

Twenty-Four Month Period

15t Offense

$1.000 - $2.500

2" Offense

$2.000 - $5.000

Subsequent Offenses

$5.000

*A violation that consists of (A) a 1 trade date overage, (B) a consecutive string of trade

date overage violations where the position does not change or where a steady reduction in
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the overage occurs, or (C) a consecutive string of trade date overage violations resulting
from other mitigating circumstances, may be deemed to constitute one offense, provided
that the violations are inadvertent.

(5) A fine shall be imposed upon a Market-Maker or Floor Broker in accordance with the
fine schedule set forth below for the following conduct !:

(A) Failure to honor the firm quote requirements of Rules 5.52 and 5.59:

(B) Failure to honor the priority of marketable priority customer orders pursuant
to Rules 5.32 and 5.85; and

(C) Failure to use due diligence in the execution of orders for which the floor
Trading Permit Holder maintains an agency obligation pursuant to Rule 5.91.

Number of Offenses In _Any Rolling | Fine Amount
Twenty-Four Month “Look-Back” Period

1*' Offense $500 - $1.500
2" Offense $1.000 - $3.000
3" Offense $2.000 - $5.000
Subsequent Offenses $3.500 - $5.000

(6) Violations of Trading Conduct and Decorum Policies. (Rule 5.80)

The Exchange’s trading conduct and decorum policies shall be distributed to the Trading
Permit Holders periodically and shall set forth the specific dollar amounts that may be
imposed as a fine hereunder with respect to any violations of those policies. If warranted
under the circumstances in the view of two Floor Officials, the fine authorized under
those policies for a second, third or subsequent offense may be imposed for a first offense
and the fine authorized for a third or subsequent offense may be imposed for a second
offense.

(7) Failure to Submit Trade Data on Trade Date (“As of Adds”). (Rule 6.1)

(A) Any individual Trading Permit Holder who fails for more than 5% of the
Trading Permit Holder’s transactions in any month to submit on the date that a
transaction is executed the trade information required by Rule 6.1 shall be subject
to the following fines:

Number of Violations In Fine Amount
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Any Twenty-Four Month Period

1% Offense Letter of Information
2™ Offense Letter of Caution

3" Offense $500

Subsequent Offenses $1.000

(B) Under unusual circumstances affecting the ability of a significant number of

Trading Permit Holders to submit trade information to the Exchange on a timely

basis, the Exchange may suspend application of subsection (g)(7)(a) of this Rule

for a period not to exceed seven (7) calendar days at any one time (which may be

extended by subsequent suspensions implemented in each case in accordance with

the procedures required by this subsection). Such a suspension order, which may

be retroactive, shall be in writing and state the reasons therefor. It shall be

communicated to the Trading Permit Holders by Exchange publication, which

may be issued after the effective date and shall be kept on record by the Secretary

of the Exchange.

(8) Violations of Exercise and Exercise Advice Rules for Noncash-Settled Equity

Onptions (Rule 6.20)

Any Trading Permit Holder who fails to submit to the Exchange in a timely manner

pursuant to Rule 6.20 or a Regulatory Circular issued pursuant to Rule 6.20, “Advice

Cancel”. or exercise instruction relating to the exercise or nonexercise of a noncash-

settled equity option shall be subject to the following fines:

Number of Violations in in | Individual Fine Amount | Member Organization Fine
Any Rolling Twenty- Four Amount

Month Period

15t Offense $500 $1.000

2™ Offense $1.0 $2.5000

Subsequent Offenses $2.50 $5.000

(9) Violations of Exercise and Exercise Advice Rules for American-Style, Cash-Settled

Index Options (Rule 6.20, Interpretation and Policy .03)

A Trading Permit Holder shall be subject to the fines listed below if the Trading Permit

Holder commits any of the following violations of Rule 6.20. Interpretation and Policy
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.03 with respect to_an American-style, cash-settled index option: failure to submit an
Exercise Advice; the submission of an advice and no subsequent exercise; the submission
of an Exercise Advice after the designated cut-off time; the submission of an Exercise
Advice for an amount different than the amount exercised; and the time-stamping of an
advice or exercise instruction memorandum prior to purchasing contracts.

Number of Violations in Any Twenty-Four | Fine Amount
Month Period

1% Offense $500

2" Offense $1.000

3" Offense $2.500
Subsequent Offenses $5.000

(10) Communications to the Exchange or the Clearing Corporation (Rule 8.14)

A fine shall be imposed upon a Trading Permit Holder, person associated with a Trading
Permit Holder or applicant for Trading Permit Holder, as applicable, who violates Rule
8.14. Such fines shall be imposed on the basis of the following schedule:

Number of Offenses in any Rolling

Fine Amount

Twenty-Four Month Period

1%t Offense $500
2" Offense $1,000
Subsequent Offenses $2.500

(11) Trading in Restricted Classes (Rule 4.4)

A fine shall be imposed upon a Trading Permit Holder and/or person associated with a
Trading Permit Holder, as applicable, who enters into an opening transaction in a
restricted class in violation of Exchange Rule 4.4: Such fines shall be imposed on the
basis of the following schedule:

Number of Offenses in any Rolling

Fine Amount

Twenty-Four Month Period

1%t Offense

$500
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2" Offense $2.500
Subsequent Offenses $5.000

(12) Order Protection Violations (Rule 5.66)

A fine shall be imposed upon a Trading Permit Holder and/or person associated with a

Trading Permit Holder, as applicable, who engages in a pattern or practice of trading

through better prices available on other exchanges, unless one or more of the exceptions

set forth in Rule 5.66(b) apply. Such fines shall be imposed on the basis of the following

schedule:

Number of Offenses in any

Rolling

Fine Amount

Twenty-Four Month Period

15t Offense

$500 to $1.000

2" Offense

$1.000 to $2.000

Subsequent Offenses

$2.500 to $5.000 and a Staff Interview

(13) Locked or Crossed Market Violations (Rule 5.67)

A fine shall be imposed upon a Trading Permit Holder and/or person associated with a

Trading Permit Holder, as applicable, who engages in a pattern or practice of locking or

crossing a market in violation of Rule 5.67. Such fines shall be imposed on the basis of

the following schedule:

Number of Offenses in any

Rolling

Fine Amount

Twenty-Four Month Period

15t Offense

$500 to $1.000

2" Offense

$1.000 to $2.000

Subsequent Offenses

$2.500 to $5.000 and a Staff Interview

(14) Failure to Meet Exchange Quoting Obligations
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A fine shall be imposed upon a Market-Maker, Designated Primary Market-Maker or

Lead Market Maker (as applicable) in accordance with the fine schedule set forth below

for the following conduct:

(A) Failure to meet the continuous quoting obligation (Rule 5.52. 5.55, and 5.54);

(B) Failure to meet the applicable quote width requirements (Rule 5.52):

(C) Failure to meet the initial quote volume requirements (Rule 5.52):; and

(D) Failure of a Lead Market-Maker or Designated Primary Market-Maker to

enter opening quotes within one minute following the initiation of an opening

rotation (e.g. 8:31 a.m. (CT)) in a series in its appointed or allocated class,

respectively, that is not open due to the lack of a quote (see Rule 5.31(e)(2) or

(N(5)(B), as applicable) (Rules 5.55 and 5.54), respectively.

Number of Offenses in any

Rolling | Fine Amount

Twenty-Four Month Period

1%t Offense

$2.000 - $4.000

Subsequent Offenses

$4.000 - $5,000

(15) Failure to Accurately Report Position and Account Information (Rule 8.43)

A fine shall be imposed upon a Trading Permit Holder who violates Rule 8.43. Such fines

shall be imposed on the basis of the following schedule:

Number of Offenses in _any Rolling | Fine Amount
Twenty-Four Month Period

1% Offense $500

2nd Offense $1.000

3rd Offense $2.500
Subsequent Offenses $5.000

(16) Failure to Provide Prior Capital Withdrawal Notice (Rule 15c¢3-1(e) under the

Securities Exchange Act of 1934)

A fine shall be imposed upon a Trading Permit Holder who fails to provide prior

notification of capital withdrawal in accordance with Rule 15¢3-1(e) under the Securities
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Exchange Act of 1934. Such fines shall be imposed on the basis of the following

schedule:

Number of Offenses in any

Rolling

Fine Amount

Twenty-Four Month Period

15t Offense $2.500
Subsequent Offenses $5.000

(17) Failure to Provide Post Capital Withdrawal Notice (Rule 15c¢3-1(e) under the
Securities Exchange Act of 1934)

A fine shall be imposed upon a Trading Permit Holder who fails to provide notification
following a capital withdrawal in accordance with Rule 15¢3-1(e) under the Securities
Exchange Act of 1934. Such fines shall be imposed on the basis of the following
schedule:

Number of Offenses in any

Rolling

Fine Amount

Twenty-Four Month Period

15t Offense $1.000
Subsequent Offenses $2.500

(18) Failure to Designate a Person or Persons Responsible for Implementing and
Monitoring a Trading Permit Holder’s Anti-Money Laundering Compliance Program

(Rule 8.12)

A fine shall be imposed upon a Trading Permit Holder who fails to designate and identify
to the Exchange a person or persons responsible for implementing and monitoring the
day-to-day operations and internal controls of the Trading Permit Holder’s Anti-Money
Laundering Compliance Program and/or who fails to provide prompt notification to the
Exchange regarding any change in such designation in violation of Rule 8.12:

Number of Offenses in any

Rolling

Fine Amount

Twenty-Four Month Period

1%t Offense

Subsequent Offenses

Rl
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(19) Failure to Conduct or Participate in Mandatory Systems Testing (Rule 5.24(¢e)) A
fine shall be imposed upon a Trading Permit Holder who fails to conduct or participate in
the testing of computer systems or fails to provide required reports or maintain required
documentation in violation of Rule 5.24. Such fines shall be imposed on the basis of the
following schedule:

Number of Offenses in One Calendar Year | Fine Amount
1% Offense $250

2nd Offense $500

3" Offense $1.000
Subsequent Offenses $2.000

Interpretations and Policies

.01 Any Trading Permit Holder who is issued a summary fine notice for the same conduct
covered in sub-paragraph (g)(5) that meets one of the levels below shall have the opportunity to
submit one written offer of settlement to the CRO in accordance with the provisions of Rule
13.8(a)—Submission of Offer, provided, however, that the Interpretation and Policies to Rule
13.8 shall not apply to an offer made hereunder and the Trading Permit Holder must submit the
offer within 30 days of the date of service of the written notice informing the Trading Permit
Holder of the fine(s) imposed. The Trading Permit Holder may also appear once before the CRO
to make an oral statement in support of the offer. In considering an offer of settlement, the CRO
shall consider the Principal Considerations in Determining Sanctions as set forth in Interpretation
and Policy .01 of Rule 13.11. A Trading Permit Holder may make one offer:

(a) When the summary fine amount would be greater than $2.500 but not more than $5.000 for a
single offense, regardless of whether the single offense is the result of one violation or multiple
violations aggregated; or

(b) When the total fine for multiple offenses, would be greater than $10.000 in the aggregate and
not more than $5.000 for any single offense, again regardless of whether any single offense is the
result of one violation or multiple violations aggregated.

A decision of the CRO accepting an offer of settlement hereunder shall be reported on a current
basis pursuant to Rule 19d-1 under the Securities Exchange Act of 1934. The Trading Permit
Holder shall report a decision accepting an offer of settlement on the Trading Permit Holder’s
broker-dealer and Form U-4 (uniform application for securities industry registration or transfer)
forms as a decision in a contested Exchange disciplinary proceeding.

.02
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(a) The Exchange shall attempt to serve Trading Permit Holders fined pursuant to subsection
(2)(4) of this Rule with a written statement in accordance with section (b) of this Rule within the
month immediately following the month in which the violations were alleged to have occurred.
Such Trading Permit Holders may, within fifteen (15) days after such service was effected,
request verification of the fine by the Exchange.

(b) Notwithstanding the provisions of Interpretation and Policy .02 (a) above, there shall be a cap
on the number of transactions during a particular month with respect to which a Trading Permit
Holder fined pursuant to subsection (g)(4) of this Rule may request verification. Such cap shall
be imposed pursuant to the following schedule:

Number of Offenses Within a Rolling | Maximum Number of Transactions During
Twenty-Four Month Period a Particular Month With Respect to Which
Verification May Be Requested

—
|
\]

No Limit

3+ The greater of (i) 50 transactions or (1i) 10%
of the number of transactions deemed not to
be in compliance with Rule 13.15(g)(4)

(c¢) The Exchange shall attempt to serve Trading Permit Holders fined pursuant to subsection
(2)(7) of this Rule with a written statement in accordance with section (b) of this Rule on or
before the tenth (10th) day of the month immediately following the month in which the
violations were alleged to have occurred. Such Trading Permit Holders may, on or before the
twenty-fifth (25th) day of the month in which such service was effected, request verification of
the fine by the Exchange.

(d) Verification requests pursuant to sections (a) and (c) of this Interpretation and Policy .02 shall
be made in the manner and form required by the Exchange, and shall deal solely with factual
issues. Exchange employees shall verify the accuracy of the fine for which a request for
verification has been made and determine whether the fine should remain as imposed or should
be modified or eliminated. During the verification process, the Exchange may require or permit
the Trading Permit Holder requesting verification to produce substantiating evidence or other
information within ten (10) days after notice of that deadline is sent to such Trading Permit
Holder. The Trading Permit Holder requesting verification shall have the burden of producing
such evidence or information. Notice of the determination shall be given in writing to the
Trading Permit Holder requesting verification. For purposes of sections (c¢) and (d) of this Rule, a
Trading Permit Holder filing a request for verification may contest the fine subject to verification
within thirty (30) days after the date the Exchange sent such Trading Permit Holder notice of the
determination.

.03 Any fine imposed pursuant to subsection (g)(6) that (i) does not exceed $1.000 and (ii) is not
contested, shall not be reported by the Exchange to the SEC, except as may otherwise be
required by Exchange Act Rule 19d-1 and by any other regulatory authority.
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1 Minor Rule Violation fines imposed under this provision may be issued by Exchange Floor
Officials.

Rule 13.16. Ex Parte Communications

(a) Unless on notice and opportunity for all parties to participate:

(1) No Trading Permit Holder, person associated with a Trading Permit Holder or
Exchange staff member shall make or knowingly cause to be made an ex parte
communication relevant to the merits of a proceeding with any member of the Hearing
Panel, Business Conduct Committee, Board or committee of the Board who is
participating in a decision with respect to that proceeding (an “Adjudicator’); and

(2) No Adjudicator shall make or knowingly cause to be made an ex parte
communication with any Trading Permit Holder, person associated with a Trading Permit
Holder or Exchange staff member relevant to the merits of that proceeding.

(b) An Adjudicator who receives, makes, or knowingly causes to be made a communication
prohibited by this Rule shall place in the record of the proceeding:

(1) all such written communications:

(2) memoranda stating the substance of all such oral communications; and

(3) all written responses and memoranda stating the substance of all oral responses to all
such communications.

(c) If a prohibited ex parte communication has occurred, the Board or a committee of the Board
may take whatever action it deems appropriate in the interests of justice, the policies underlying
the Act, and the Exchange By-Laws and Rules, including dismissal or denial of the offending
party’s interest or claim. All participants to a proceeding may respond to any allegations or
contentions contained in a prohibited ex parte communication placed in the record. Such
responses shall be placed in the record.

(d) The prohibitions of this Rule shall apply beginning with the initiation of an investigation as
provided in Rule 13.2(a), unless the person responsible for the communication has knowledge
that the investigation shall be initiated, in which case the prohibitions shall apply beginning at
the time of his or her acquisition of such knowledge.

(e) “Ex parte communication” means an oral or written communication made without notice to
all parties, that is, Regulatory staff and Subjects of investigations or Respondents in proceedings.
A written communication is ex parte unless a copy has been previously or simultaneously
delivered to all interested parties. An oral communication is ex parte unless it is made in the
presence of all interested parties except those who, on adequate prior notice, declined to be

present.

(f) No violation of Rule 13.16(e) shall be deemed to occur if the ex parte communication deals
solely with procedural matters rather than the merits of the investigation or proceeding.
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(2) No person shall be deemed to violate this Rule if they refuse an attempted communication
concerning the merits of an investigation or proceeding as soon as it becomes apparent that the
communication concerns the merits. In order for this paragraph (g) to apply, the person refusing
the attempted communication must promptly notify the Regulatory staff about the attempted
communication and how the person responded to it. The Regulatory staff shall memorialize this
information in the regulatory record of the investigation or disciplinary proceeding.

% %k ok ok sk
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	(1) all such written communications;
	(2) memoranda stating the substance of all such oral communications; and
	(3) all written responses and memoranda stating the substance of all oral responses to all such communications.

	(c) If a prohibited ex parte communication has occurred, the Board or a committee of the Board may take whatever action it deems appropriate in the interests of justice, the policies underlying the Act, and the Exchange By-Laws and Rules, including di...
	(d) The prohibitions of this Rule shall apply beginning with the initiation of an investigation as provided in Rule 17.2(a), unless the person responsible for the communication has knowledge that the investigation shall be initiated, in which case the...
	(e) “Ex parte communication” means an oral or written communication made without notice to all parties, that is, Regulatory staff and Subjects of investigations or Respondents in proceedings. A written communication is ex parte unless a copy has been ...
	(f) No violation of Rule 17.6(e) shall be deemed to occur if the ex parte communication deals solely with procedural matters rather than the merits of the investigation or proceeding.
	(g) No person shall be deemed to violate this Rule if they refuse an attempted communication concerning the merits of an investigation or proceeding as soon as it becomes apparent that the communication concerns the merits. In order for this paragraph...

	[Rule 17.50. Imposition of Fines for Minor Rule Violations
	(a) In lieu of commencing a disciplinary proceeding pursuant to Exchange Rule 17.2 et seq., the Exchange may, subject to the requirements set forth herein, impose a fine, not to exceed $5,000, on any Trading Permit Holder or person associated with or ...
	(b) In any action taken by the Exchange pursuant to this Rule, any person against whom a fine is imposed shall be served, as provided in Exchange Rule 17.12, with a written statement, prepared by the Exchange, setting forth: (i) the rule(s) allegedly ...
	(c)
	(1) Any person against whom a fine is imposed pursuant to section (g) of this Rule may contest the Exchange’s determination by filing with the Office of the Secretary of the Exchange, on or before the date specified pursuant to subsection (b)(iv) of t...
	(2) If after a hearing or review based on written submissions pursuant to subsection (c)(1) of this Rule the Hearing Panel determines that the conduct serving as the basis for the action under review is in violation of the rule charged, the Hearing Pa...
	(3) The committee or department of the Exchange that commenced the action under this Rule, the person charged, and the Board of Directors of the Exchange may require a review by the Board of any determination by a Hearing Panel under this Rule by proc...
	(4) In the event that a fine imposed pursuant to this Rule is subsequently upheld by a Hearing Panel or, if applicable, on appeal, such fine, plus all interest that has accrued thereon since the date specified pursuant to subsection (b)(iv) of this Ru...

	(d) Reserved.
	(e) Fines imposed pursuant to this Rule shall be billed to the Clearing Trading Permit Holder previously designated by the person fined pursuant to Exchange Rule 3.23. Fines billed to a Clearing Trading Permit Holder shall be collected by the Exchange...
	(f) The Exchange shall issue regulatory circulars to the Trading Permit Holders from time to time listing the Exchange Bylaws and rule provisions as to which the Exchange may impose fines as provided by this Rule. Such list shall indicate the specific...
	(g) The following is a list of the rule violations subject to, and the applicable fines that may be imposed by the Exchange pursuant to, this Rule:
	(1) Violation of position and exercise limit rules. (Rule 4.11 and Rule 4.12)
	(2) Failure to file Focus reports in a timely manner. (Rule 15.5)
	(3) Failure to respond in a timely manner to a request for automated submission of trading data (“Blue Sheets”). (Rule 15.7)
	(4) Failure to Submit Trade Information on Time and Failure to Submit Trade Information to the Price Reporter. (Rule 6.51)
	(5) A fine shall be imposed upon a Market-Maker or Floor Broker in accordance with the fine schedule set forth below for the following conduct 1:
	(6) Violations of Trading Conduct and Decorum Policies. (Rule 6.20)
	(7) Failure to Submit Trade Data on Trade Date (“As of Adds”). (Rule 6.51)

	(a) Any individual Trading Permit Holder who fails for more than 5% of the Trading Permit Holder’s transactions in any month to submit on the date that a transaction is executed the trade information required by Rule 6.51 shall be subject to the follo...
	(b) Under unusual circumstances affecting the ability of a significant number of Trading Permit Holders to submit trade information to the Exchange on a timely basis, the Exchange may suspend application of subsection (g)(7)(a) of this Rule for a peri...
	(8) Violations of Exercise and Exercise Advice Rules for Noncash-Settled Equity Options (Rule 11.1)
	(9) Violations of Exercise and Exercise Advice Rules for American-Style, Cash-Settled Index Options (Rule 11.1, Interpretation and Policy .03)
	(10) Communications to the Exchange or the Clearing Corporation (Rule 4.22)
	(11) Trading in Restricted Classes (Rule 5.4)
	(12) Order Protection Violations (Rule 6.81)
	(13) Locked or Crossed Market Violations (Rule 6.82)
	(14) Failure to Meet Exchange Quoting Obligations
	(15) Failure to Accurately Report Position and Account Information (Rule 4.13)
	(16) Failure to Provide Prior Capital Withdrawal Notice (Rule 15c3-1(e) under the Securities Exchange Act of 1934)
	(17) Failure to Provide Post Capital Withdrawal Notice (Rule 15c3-1(e) under the Securities Exchange Act of 1934)
	(18) Failure to Designate a Person or Persons Responsible for Implementing and Monitoring a Trading Permit Holder’s Anti-Money Laundering Compliance Program (Rule 4.20)
	(19) Failure to Conduct or Participate in Mandatory Systems Testing (Rule 6.23A(e)) A fine shall be imposed upon a Trading Permit Holder who fails to conduct or participate in the testing of computer systems or fails to provide required reports or mai...


	Rule 13.1. Disciplinary Jurisdiction
	(a) A Trading Permit Holder or a person associated with a Trading Permit Holder (the “Respondent”) who is alleged to have violated or aided and abetted a violation of any provision of the Exchange Act, the Rules, or the Bylaws, or any interpretation t...

	Rule 13.2. Complaint and Investigation
	(a) Initiation of Investigation. The Regulatory staff, and any successor thereto, shall investigate or examine possible violations within the disciplinary jurisdiction of the Exchange whenever the Regulatory staff determines in its sole discretion the...
	(b) Requirement to Furnish Information. Each Trading Permit Holder and person associated with a Trading Permit Holder shall be obligated upon request by the Exchange to appear and testify, and to respond in writing to interrogatories and furnish docum...
	(c) Report. Regulatory staff shall have the sole discretion to determine whether to request that the Chief Regulatory Officer (“CRO”) authorize the issuance of a statement of charges pursuant to Rule 13.4. In every instance where an investigation has ...
	(d) Notice, Statement and Access. Prior to submitting its report, the Regulatory staff shall notify the person(s) who is the subject of the report (hereinafter Subject) of the general nature of the allegations and of the specific provisions of the Exc...

	Rule 13.3. Expedited Proceeding
	Rule 13.4. Charges
	(a) Determination Not to Initiate Charges. In those cases where notice has been provided pursuant to Rule 13.2(d) and whenever it shall appear to the CRO from the report of the Regulatory staff that no probable cause exists for finding a violation wit...
	(b) Initiation of Charges. Whenever it shall appear to the CRO from the report of the Regulatory staff that there is probable cause for finding a violation within the disciplinary jurisdiction of the Exchange and that further proceedings are warranted...
	(c) Access to Documents. Provided that a Respondent has made a written request for access to documents within 25 days after a statement of charges has been served upon the Respondent in accordance with Rule 13.12, the Respondent shall have access to a...

	Rule 13.5. Answer
	Rule 13.6. Hearing
	(a) Participants. Subject to Rule 13.7 of this Chapter concerning summary proceedings, a hearing on the charges shall be held before a panel of either three or five members of the Business Conduct Committee (“BCC”) selected by the Chairperson of the B...
	(1) Impartiality of Hearing Panel Members.  When any member of the Hearing Panel considers a disciplinary matter they are expected to function impartially and independently of the staff members who prepared and prosecuted the charges. If at any time a...
	(2) Motions for Disqualification. Within 15 days of the appointment of the Hearing Panel, the Respondent may move for disqualification of any member of the Hearing Panel sitting on such Panel based upon bias or conflict of interest. Such motions shall...
	(3) Rulings on Motions for Disqualification. The Hearing Panel, excluding the applicable member of the Hearing Panel at issue, shall rule upon such motion no later than 30 days from filing by the Respondent. Prior adverse rulings against the Responden...

	(b) Prehearing Procedures. Parties shall be given at least 15 business days’ notice of the time and place of the hearing. Hearings are typically held in Chicago, but, the Hearing Panel may decide to hold a hearing outside of Chicago to accommodate the...
	(c) Conduct of Hearing. The Hearing Panel shall determine all questions concerning the admissibility of evidence and shall otherwise regulate the conduct of the hearing. Formal rules of evidence shall not apply. The charges shall be presented by a rep...
	(d) Documents and Witnesses. The Hearing Panel may request the production of documentary evidence and witnesses. If the Exchange, a Trading Permit Holder, or a person associated with a Trading Permit Holder will not voluntarily produce non-privileged ...

	Rule 13.7. Summary Proceedings
	Rule 13.8. Offers of Settlement
	(a) Submission of Offer. At any time following the date of service of a statement of charges upon the Respondent in accordance with Rule 13.12, the Respondent may submit to the CRO a written offer of settlement, signed by the Respondent, which shall c...
	(b) Submission of Statement. A Respondent may submit with an offer of settlement a written statement in support of the offer. In addition, if the Regulatory staff will not recommend acceptance of an offer of settlement to the CRO, a Respondent shall b...

	Rule 13.9. Decision
	Rule 13.10. Review
	(a)
	(1) Petition. Both the Respondent and the Regulatory Division shall have 15 days after service of notice of the decision made pursuant to Rule 13.9 of this Chapter to petition for review of the decision by filing a copy of the petition with the Secret...
	(b) Written Submissions. Within 15 days after a petition for review has been filed with the Secretary of the Exchange pursuant to paragraph (a)(1) of this Rule, the other parties to the hearing may each submit to the Secretary a written response to th...
	(b) Conduct of Review. The review shall be conducted by the Board or a committee of the Board composed of at least three Directors whose decision must be ratified by the Board. Any Director who participated in a matter before the Hearing Panel or othe...
	(c) Review on Motion of Board. The Board may on its own initiative order review of a decision made pursuant to Rule 13.7 or 13.9 of this Chapter within 30 days after notice of the decision has been served on the Respondent and the Regulatory Division....

	Rule 13.11. Judgment and Sanction
	(a) Sanctions. Trading Permit Holders and persons associated with Trading Permit Holders shall (subject to any rule or order of the Securities and Exchange Commission) be appropriately disciplined by the Hearing Panel or the CRO, as applicable, for vi...
	(b) Effective Date of Judgment. Sanctions imposed under this Chapter shall not become effective until the Exchange review process is completed or the decision otherwise becomes final. Pending effectiveness of a decision imposing a sanction on the Resp...

	Rule 13.12. Service of Notice
	Rule 13.13. Extension of Time Limits
	Rule 13.14. Reporting to the Central Registration Depository
	Rule 13.15. Imposition of Fines for Minor Rule Violations
	(a) In lieu of commencing a disciplinary proceeding pursuant to Exchange Rule 13.2 et seq., the Exchange may, subject to the requirements set forth herein, impose a fine, not to exceed $5,000, on any Trading Permit Holder or person associated with or ...
	(b) In any action taken by the Exchange pursuant to this Rule, any person against whom a fine is imposed shall be served, as provided in Exchange Rule 13.12, with a written statement, prepared by the Exchange, setting forth: (1) the rule(s) allegedly ...
	(c)
	(1) Any person against whom a fine is imposed pursuant to section (g) of this Rule may contest the Exchange’s determination by filing with the Office of the Secretary of the Exchange, on or before the date specified pursuant to subsection (b)(4) of th...
	(2) If after a hearing or review based on written submissions pursuant to subsection (c)(1) of this Rule the Hearing Panel determines that the conduct serving as the basis for the action under review is in violation of the rule charged, the Hearing Pa...
	(3) The committee or department of the Exchange that commenced the action under this Rule, the person charged, and the Board of Directors of the Exchange may require a review by the Board of any determination by a Hearing Panel under this Rule by proc...
	(4) In the event that a fine imposed pursuant to this Rule is subsequently upheld by a Hearing Panel or, if applicable, on appeal, such fine, plus all interest that has accrued thereon since the date specified pursuant to subsection (b)(4) of this Rul...
	(d) Reserved.

	(e) Fines imposed pursuant to this Rule shall be billed to the Clearing Trading Permit Holder previously designated by the person fined pursuant to Exchange Rule 2.3. Fines billed to a Clearing Trading Permit Holder shall be collected by the Exchange ...
	(f) The Exchange shall issue regulatory circulars to the Trading Permit Holders from time to time listing the Exchange Bylaws and rule provisions as to which the Exchange may impose fines as provided by this Rule. Such list shall indicate the specific...
	(g) The following is a list of the rule violations subject to, and the applicable fines that may be imposed by the Exchange pursuant to, this Rule:
	(1) Violation of position and exercise limit rules. (Rule 8.30 and Rule 8.42)
	(2) Failure to file Focus reports in a timely manner. (Rule 7.3)
	(3) Failure to respond in a timely manner to a request for automated submission of trading data (“Blue Sheets”). (Rule 7.5)
	(4) Failure to Submit Trade Information on Time and Failure to Submit Trade Information to the Price Reporter. (Rule 6.1)
	(5) A fine shall be imposed upon a Market-Maker or Floor Broker in accordance with the fine schedule set forth below for the following conduct 1:
	(6) Violations of Trading Conduct and Decorum Policies. (Rule 5.80)
	(7) Failure to Submit Trade Data on Trade Date (“As of Adds”). (Rule 6.1)

	(A) Any individual Trading Permit Holder who fails for more than 5% of the Trading Permit Holder’s transactions in any month to submit on the date that a transaction is executed the trade information required by Rule 6.1 shall be subject to the follow...
	(B) Under unusual circumstances affecting the ability of a significant number of Trading Permit Holders to submit trade information to the Exchange on a timely basis, the Exchange may suspend application of subsection (g)(7)(a) of this Rule for a peri...
	(8) Violations of Exercise and Exercise Advice Rules for Noncash-Settled Equity Options (Rule 6.20)
	(9) Violations of Exercise and Exercise Advice Rules for American-Style, Cash-Settled Index Options (Rule 6.20, Interpretation and Policy .03)
	(10) Communications to the Exchange or the Clearing Corporation (Rule 8.14)
	(11) Trading in Restricted Classes (Rule 4.4)
	(12) Order Protection Violations (Rule 5.66)
	(13) Locked or Crossed Market Violations (Rule 5.67)
	(14) Failure to Meet Exchange Quoting Obligations
	(15) Failure to Accurately Report Position and Account Information (Rule 8.43)
	(16) Failure to Provide Prior Capital Withdrawal Notice (Rule 15c3-1(e) under the Securities Exchange Act of 1934)
	(17) Failure to Provide Post Capital Withdrawal Notice (Rule 15c3-1(e) under the Securities Exchange Act of 1934)
	(18) Failure to Designate a Person or Persons Responsible for Implementing and Monitoring a Trading Permit Holder’s Anti-Money Laundering Compliance Program (Rule 8.12)
	(19) Failure to Conduct or Participate in Mandatory Systems Testing (Rule 5.24(e)) A fine shall be imposed upon a Trading Permit Holder who fails to conduct or participate in the testing of computer systems or fails to provide required reports or main...

	(a) Unless on notice and opportunity for all parties to participate:
	(1) No Trading Permit Holder, person associated with a Trading Permit Holder or Exchange staff member shall make or knowingly cause to be made an ex parte communication relevant to the merits of a proceeding with any member of the Hearing Panel, Busin...
	(2) No Adjudicator shall make or knowingly cause to be made an ex parte communication with any Trading Permit Holder, person associated with a Trading Permit Holder or Exchange staff member relevant to the merits of that proceeding.
	(b) An Adjudicator who receives, makes, or knowingly causes to be made a communication prohibited by this Rule shall place in the record of the proceeding:
	(1) all such written communications;
	(2) memoranda stating the substance of all such oral communications; and
	(3) all written responses and memoranda stating the substance of all oral responses to all such communications.

	(c) If a prohibited ex parte communication has occurred, the Board or a committee of the Board may take whatever action it deems appropriate in the interests of justice, the policies underlying the Act, and the Exchange By-Laws and Rules, including di...
	(d) The prohibitions of this Rule shall apply beginning with the initiation of an investigation as provided in Rule 13.2(a), unless the person responsible for the communication has knowledge that the investigation shall be initiated, in which case the...
	(e) “Ex parte communication” means an oral or written communication made without notice to all parties, that is, Regulatory staff and Subjects of investigations or Respondents in proceedings. A written communication is ex parte unless a copy has been ...
	(f) No violation of Rule 13.16(e) shall be deemed to occur if the ex parte communication deals solely with procedural matters rather than the merits of the investigation or proceeding.
	(g) No person shall be deemed to violate this Rule if they refuse an attempted communication concerning the merits of an investigation or proceeding as soon as it becomes apparent that the communication concerns the merits. In order for this paragraph...



