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Item 1. Text of the Proposed Rule Change 

(a) Cboe BZX Exchange, Inc. (the “Exchange” or “BZX Options”) proposes 

to update Rule 16.1 to include the definition of capacity, as well as amend its fee 

schedule to reflect this update. The text of the proposed rule change is provided in 

Exhibit 5. 

 (b) Not applicable.   

(c) 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 June 20, 2019. The Exchange intends to implement 

the proposed rule change on September 3, 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 BZX Exchange, Inc., 400 South LaSalle, 

Chicago, Illinois  60605. 

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

(a) Purpose 

 The Exchange proposes to add “capacity” as a defined term under Rule 16.1 

(Definitions). The proposed change intends to codify the definition of capacity in it rules, 

which is currently referenced in its technical specifications1 and in certain rules2. This 

                                                 
1  See Cboe Options Exchanges Binary Order Entry Specification, available at 

http://cdn.batstrading.com/resources/membership/US_Options_BOE_Specificatio
n.pdf. 

2  See Rule 18.2, Rule 20.7(b), and Rule 21.10. 

http://cdn.batstrading.com/resources/membership/US_Options_BOE_Specification.pdf
http://cdn.batstrading.com/resources/membership/US_Options_BOE_Specification.pdf
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proposed change is also a harmonizing change intended to conform to the capacity 

definition under the rules of its affiliated exchange, Cboe C2 Exchange, Inc. (“C2”). The 

Exchange also proposes to update a term under Rule 20.7(Audit Trail) to reflect the 

proposed capacity definition. In addition to this, the Exchange proposes to conform certain 

definitions under its fee schedule to this proposed definition.  

 Currently, the System3 allows for a User to mark its order with various capacity 

codes which correspond to the capacity of the User (i.e. a customer, a Market Maker, etc.)4, 

and, pursuant to current Exchange Rules, Users are required to submit orders with the 

proper capacity identification.5 The current Exchange Rules, however, do not provide for a 

specific definition of the capacity in which a User may submit an order nor for the 

corresponding codes for different User capacity types. Additionally, the current fee schedule 

provides that a Member’s transaction is assigned a fee code and defines the various types 

(i.e. capacity type) of Members to which the corresponding fee codes are assigned. 

Specifically, the Member type definitions apply to any transaction identified by such 

Member. For example, “Market Maker” applies to any transaction identified by a Member 

for clearing in the Market Maker range at the OCC, where such Member is registered with 

the Exchange as a Market Maker.    

  The Exchange now proposes to amend Rule 16.1 to codify the definition of 

“capacity”. The Exchange proposes to define “capacity” to mean the capacity in which a 

                                                 
3  The automated trading system used by BZX Options for the trading of options 

contracts. See Rule 16.1. 
4  See Cboe Options Exchanges Binary Order Entry Specification, available at 

http://cdn.batstrading.com/resources/membership/US_Options_BOE_Specificatio
n.pdf. 

5  See Rule 20.7. 

http://cdn.batstrading.com/resources/membership/US_Options_BOE_Specification.pdf
http://cdn.batstrading.com/resources/membership/US_Options_BOE_Specification.pdf
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User submits an order, which the User specifies by applying the corresponding code to the 

order. The proposed corresponding codes and capacity types include: “B” to an order for the 

account of a broker dealer, including a foreign broker dealer; “C” to an order for the account 

of a Priority Customer; “F” to an order for the proprietary account of an OCC clearing 

member firm; “J” to an order for a joint back office account; “M” to an order for the account 

of a registered Market Maker; “N” to an order for the account of a market maker, i.e. an 

Away Market Maker; and “U” to an order for the account of a Professional.6 

 This definition is substantially similar to that of the definition under C2 Rule 1.1. 

The Exchange notes only slight differences between its proposed rule and that of its 

affiliated exchange, C2. First, the Exchange provides that capacity code “C” applies to 

orders for the account of a Priority Customer, whereas capacity code “C” under C2 Rule 1.1 

applies to orders for the account of Public Customer. This difference accounts for the fact 

that C2 does not have a defined term for Priority Customer, which pursuant to Rule 16.1, 

means any person or entity that is not a broker or dealer in securities or a Professional. The 

Exchange believes that incorporating this term, as opposed to Public Customer, maintains 

consistency with the Exchange’s fee schedule, which already excludes Professionals from 

the definition of the term Customer for purposes of pricing on the Exchange, and provides 

that Professional capacity types are to be separately marked as such. Second, the Exchange 

provides that capacity code “N” is assigned to an order for the account of a market maker on 

another options exchange, and is otherwise known as an Away Market Maker. C2 does not 

                                                 
6  See Rule 16.1(a)(47) (proposed Rule 16.1). A Professional means any person or 

entity that is not a broker or dealer in securities and places more than 390 orders 
in listed options per day on average during a calendar month for its own beneficial 
account(s). All Professional orders shall be appropriately marked by Options 
Members. 
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provide in its definition that this capacity type is otherwise known as an Away Market 

Maker. The Exchange’s fee schedule currently defines Away Market Maker to mean the 

same as this proposed rule definition. Therefore, the Exchange believes that incorporating 

this language is a non-substantive addition that does not alter the capacity type definition 

attached to capacity code “N” in any way, but rather maintains consistency with the 

Exchange’s fee schedule. The Exchange also notes that it does not add capacity code “L” 

like that of C2 for non-trading permit holder affiliates as this capacity code is only 

applicable to participants on C2.7  

 In addition to this, the proposed rule change alphabetizes the defined terms in Rule 

16.1 and removes the paragraph lettering to conform to the format of C2 Rule 1.1 for its 

definitions. 

 The Exchange also proposes to update Rule 20.7 (Audit Trail) to reflect the 

proposed capacity definition under Rule 16.1(a). Specifically, current Rule 20.7(b) provides 

that order records relating to BZX Options must contain certain information, including 

Member capacity pursuant to subparagraph (b)(6). The Exchange now proposes to update 

subparagraph (b)(6) to User capacity, which is in line with the proposed capacity definition 

under proposed Rule 16.1. 

 The Exchange also proposes to update the capacity type definitions of “Away 

Market Maker”, “Customer”, “Firm”, “Joint Back Office”, Market Maker” and 

“Professional” in its fee schedule to reflect the proposed capacity definition and types under 

proposed Rule 16.1. Specifically, the Exchange notes the proposed change to the current 

language providing that the capacity types apply to transactions identified by a Member for 

                                                 
7  See supra note 1.   
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clearing in the respective capacity type range at the OCC. The Exchange updates this 

language to provide that the defined capacity types apply to orders for the account of the 

respective capacity type.8 This change reflects the proposed capacity type definitions under 

proposed Rule 16.1 and is in line with the capacity codes applicable to participants on the 

Exchange’s affiliated exchange, C2. The Exchange also believes that changing the definition 

of the capacity types to apply to an order for the account of the respective capacity types 

better aligns with the order identification requirements under Rule 20.7. Under Rule 20.7 a 

Member must submit proper order information when entering orders and maintain Customer 

order records that must contain, among other things, User capacity (as proposed). The 

Exchange believes that codifying in the Rules the codes that Users must apply to orders for 

the accounts of the various capacity types will provide additional transparency to Members 

regarding the appropriate order marking requirements.  

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.9  

Specifically, the Exchange believes the proposed rule change is consistent with the 

Section 6(b)(5)10 requirements that the rules of an exchange be designed to prevent 

fraudulent and manipulative acts and practices, to promote just and equitable principles 

                                                 
8  Though the Exchange proposes to remove the OCC clearing range language in 

order to better align these fee schedule definitions with those under proposed 16.1 
and C2 Rule 1.1,  this does not alter the manner in which each capacity type clears 
at the OCC. 

9  15 U.S.C. 78f(b). 
10  15 U.S.C. 78f(b)(5). 
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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)11 requirement that the rules of an exchange not be designed to permit 

unfair discrimination between customers, issuers, brokers, or dealers. 

In particular, the Exchange believes that the proposed change to adopt the 

definition of capacity, including types and codes, will remove impediments to and perfect 

the mechanism of a free and open market and a national market system by providing 

Users with rules that accurately reflect and add detail to current System capacity code 

specifications for which a User must use to appropriately mark its orders. As a result, the 

proposed change will help facilitate understanding of and compliance with the rules. In 

addition to this, the Exchange believes that by harmonizing the definition of capacity 

types and codes, as well as the format of all BZX Options definitions, with that of its 

affiliated exchange, C2, will result in increased understanding of the Exchange’s Rules 

and that of its affiliated exchange rules for those participating across the two affiliated 

exchanges. 

Additionally, the Exchange believes that the proposed change to reflect the 

proposed capacity definition throughout the corresponding definitions in the fee schedule 

will provide Members with clearer definitions of capacity types that will better align with 

the Exchange Rules as well as provide detail to the System specifications already in 

                                                 
11  Id. 
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place. As a result, the proposed change will mitigate any confusion surrounding the fee 

schedule capacity definitions and applicable codes. As such, increased User 

understanding of the Exchange’s fee schedule definitions as they correspond to the 

Exchange Rules will serve to remove impediments to and perfect the mechanism of a free 

and open market, and thereby protect investors. Likewise, the Exchange believes that the 

proposed change to Rule 20.7(b)(6) to more accurately reflect the proposed definition of 

capacity will also serve to remove impediments to and perfect the mechanism of a free 

and open market by aligning the Exchange Rules, in turn bolstering Member 

understanding, and thus, facilitating less burdensome regulatory compliance with the 

audit trail rules. 

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 that is not necessary or appropriate in furtherance of the purposes 

of the Act. The Exchange notes that the proposed rule change is not designed to address 

any competitive issues but is only intended to provide clarity with respect to the 

definition of capacity types and consistency throughout its Rules and fee schedule with 

respect to capacity codes. The Exchange does not believe that the proposed change will 

impose any burden on intramarket competition that is not necessary or appropriate in 

furtherance of the purposes of the Act because all Users are already required to submit 

orders with the appropriate capacity code, and the same capacity codes are available to all 

Members. The Exchange also believes that the proposed rule change reduces the 

regulatory compliance burden on all Members by better aligning the Rules and fee 

schedule with the existing audit trail requirements. Moreover, the Exchange does not 

believe that the proposed change will impose any burden on intermarket competition that 
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is not necessary or appropriate in furtherance of the purposes of the Act. As noted, the 

proposed rule change is not intended as a competitive change, but rather to provide 

Members with added detail and clarity regarding the capacity codes applicable to their 

orders submitted to the Exchange.  

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 Act12 and Rule 19b-4(f)(6)13 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; 

(ii) 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 

                                                 
12  15 U.S.C. 78s(b)(3)(A). 
13  17 CFR 240.19b-4(f)(6). 
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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 Exchange does not believe the proposed rule change will significantly affect 

the protection of investors or the public interest because it serves to add detail and clarity 

to the rules regarding existing System codes specifications that require Members to apply 

capacity codes to their orders. As a result, the proposed change will benefit investors by 

providing additional transparency regarding marking orders with the appropriate capacity 

codes. The proposed change will also harmonize the Exchange’s definition of capacity, as 

well as the format of all of its definitions under Rule 16.1, with that of C2 Rule 1.1, 

previously filed with the Commission. This benefits investors by increasing 

understanding for Members across the affiliated exchanges’ rules. In addition to this, the 

Exchange believes the proposed change to Rule 20.7(b) to reflect the proposed changes to 

Rule 16.1(a) will also facilitate better understanding of and consistency throughout the 

Rules and the fee schedule as a whole, thus facilitating less burdensome regulatory 

compliance with the audit trail rules. 

The Exchange does not believe that the proposed rule change will impose any 

significant burden on competition as the proposed rule change is not intended to address 

competitive issues, but rather, intends to harmonize the Exchange’s rules with that of its 

affiliated exchange, C2, and codify requirements regarding capacity types and codes 

applicable to different types of market participants.  

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

change under Rule 19b-4(f)(6), which renders the proposed rule change effective upon 

filing with the Commission.  At any time within 60 days of the filing of this proposed 
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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. 

(c) 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 to Rule 16.1(a) is substantially similar to the definition of 

capacity under Rule 1.1 of its affiliated exchange, C2. As explained in detail above, the 

Exchange maintains language regarding Priority Customers and Away Market Makers and 

does not add capacity code “L” which accounts for the differences between its Rules and 

that of C2.   

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 Payment, 
Clearing and Settlement Supervision Act 

Not applicable. 

Item 11. Exhibits 

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

Exhibit 5. Proposed rule text. 
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EXHIBIT 1 

SECURITIES AND EXCHANGE COMMISSION 

[Release No. 34-         ; File No. SR-CboeBZX-2019-066] 

[Insert date] 

Self-Regulatory Organizations; Cboe BZX Exchange, Inc.; Notice of Filing and 
Immediate Effectiveness of a Proposed Rule Change Relating to Update Rule 16.1 to 
Include the Definition of Capacity, as well as Amend its Fee Schedule to Reflect this 
Update 

Pursuant to Section 19(b)(1) of the Securities Exchange Act of 1934 (the “Act”),1 

and Rule 19b-4 thereunder,2 notice is hereby given that on [insert date], Cboe BZX 

Exchange, Inc. (the “Exchange” or “BZX”) filed with the Securities and Exchange 

Commission (the “Commission”) the proposed rule change as described in Items I, II, and 

III 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)(iii) 

of the Act3 and Rule 19b-4(f)(6) thereunder.4  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 BZX Exchange, Inc. (the “Exchange” or “BZX Options”) proposes to 

update Rule 16.1 to include the definition of capacity, as well as amend its fee schedule 

to reflect this update. The text of the proposed rule change is provided in Exhibit 5. 

                                                 
1  15 U.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(f)(6). 
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The text of the proposed rule change is also available on the Exchange’s website 

(http://markets.cboe.com/us/equities/regulation/rule_filings/bzx/), at the Exchange’s Office 

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

II. 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 

The Exchange proposes to add “capacity” as a defined term under Rule 16.1 

(Definitions). The proposed change intends to codify the definition of capacity in it rules, 

which is currently referenced in its technical specifications5 and in certain rules6. This 

proposed change is also a harmonizing change intended to conform to the capacity 

definition under the rules of its affiliated exchange, Cboe C2 Exchange, Inc. (“C2”). The 

Exchange also proposes to update a term under Rule 20.7(Audit Trail) to reflect the 

proposed capacity definition. In addition to this, the Exchange proposes to conform certain 

definitions under its fee schedule to this proposed definition.  

                                                 
5  See Cboe Options Exchanges Binary Order Entry Specification, available at 

http://cdn.batstrading.com/resources/membership/US_Options_BOE_Specificatio
n.pdf. 

6  See Rule 18.2, Rule 20.7(b), and Rule 21.10. 

http://markets.cboe.com/us/equities/regulation/rule_filings/bzx/
http://cdn.batstrading.com/resources/membership/US_Options_BOE_Specification.pdf
http://cdn.batstrading.com/resources/membership/US_Options_BOE_Specification.pdf


SR-CboeBZX-2019-066 
Page 15 of 37 

 

 Currently, the System7 allows for a User to mark its order with various capacity 

codes which correspond to the capacity of the User (i.e. a customer, a Market Maker, etc.)8, 

and, pursuant to current Exchange Rules, Users are required to submit orders with the 

proper capacity identification.9 The current Exchange Rules, however, do not provide for a 

specific definition of the capacity in which a User may submit an order nor for the 

corresponding codes for different User capacity types. Additionally, the current fee schedule 

provides that a Member’s transaction is assigned a fee code and defines the various types 

(i.e. capacity type) of Members to which the corresponding fee codes are assigned. 

Specifically, the Member type definitions apply to any transaction identified by such 

Member. For example, “Market Maker” applies to any transaction identified by a Member 

for clearing in the Market Maker range at the OCC, where such Member is registered with 

the Exchange as a Market Maker.    

  The Exchange now proposes to amend Rule 16.1 to codify the definition of 

“capacity”. The Exchange proposes to define “capacity” to mean the capacity in which a 

User submits an order, which the User specifies by applying the corresponding code to the 

order. The proposed corresponding codes and capacity types include: “B” to an order for the 

account of a broker dealer, including a foreign broker dealer; “C” to an order for the account 

of a Priority Customer; “F” to an order for the proprietary account of an OCC clearing 

member firm; “J” to an order for a joint back office account; “M” to an order for the account 

                                                 
7  The automated trading system used by BZX Options for the trading of options 

contracts. See Rule 16.1. 
8  See Cboe Options Exchanges Binary Order Entry Specification, available at 

http://cdn.batstrading.com/resources/membership/US_Options_BOE_Specificatio
n.pdf. 

9  See Rule 20.7. 

http://cdn.batstrading.com/resources/membership/US_Options_BOE_Specification.pdf
http://cdn.batstrading.com/resources/membership/US_Options_BOE_Specification.pdf
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of a registered Market Maker; “N” to an order for the account of a market maker, i.e. an 

Away Market Maker; and “U” to an order for the account of a Professional.10 

 This definition is substantially similar to that of the definition under C2 Rule 1.1. 

The Exchange notes only slight differences between its proposed rule and that of its 

affiliated exchange, C2. First, the Exchange provides that capacity code “C” applies to 

orders for the account of a Priority Customer, whereas capacity code “C” under C2 Rule 1.1 

applies to orders for the account of Public Customer. This difference accounts for the fact 

that C2 does not have a defined term for Priority Customer, which pursuant to Rule 16.1, 

means any person or entity that is not a broker or dealer in securities or a Professional. The 

Exchange believes that incorporating this term, as opposed to Public Customer, maintains 

consistency with the Exchange’s fee schedule, which already excludes Professionals from 

the definition of the term Customer for purposes of pricing on the Exchange, and provides 

that Professional capacity types are to be separately marked as such. Second, the Exchange 

provides that capacity code “N” is assigned to an order for the account of a market maker on 

another options exchange, and is otherwise known as an Away Market Maker. C2 does not 

provide in its definition that this capacity type is otherwise known as an Away Market 

Maker. The Exchange’s fee schedule currently defines Away Market Maker to mean the 

same as this proposed rule definition. Therefore, the Exchange believes that incorporating 

this language is a non-substantive addition that does not alter the capacity type definition 

attached to capacity code “N” in any way, but rather maintains consistency with the 

                                                 
10  See Rule 16.1(a)(47) (proposed Rule 16.1). A Professional means any person or 

entity that is not a broker or dealer in securities and places more than 390 orders 
in listed options per day on average during a calendar month for its own beneficial 
account(s). All Professional orders shall be appropriately marked by Options 
Members. 
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Exchange’s fee schedule. The Exchange also notes that it does not add capacity code “L” 

like that of C2 for non-trading permit holder affiliates as this capacity code is only 

applicable to participants on C2.11  

 In addition to this, the proposed rule change alphabetizes the defined terms in Rule 

16.1 and removes the paragraph lettering to conform to the format of C2 Rule 1.1 for its 

definitions. 

 The Exchange also proposes to update Rule 20.7 (Audit Trail) to reflect the 

proposed capacity definition under Rule 16.1(a). Specifically, current Rule 20.7(b) provides 

that order records relating to BZX Options must contain certain information, including 

Member capacity pursuant to subparagraph (b)(6). The Exchange now proposes to update 

subparagraph (b)(6) to User capacity, which is in line with the proposed capacity definition 

under proposed Rule 16.1. 

 The Exchange also proposes to update the capacity type definitions of 

“Away Market Maker”, “Customer”, “Firm”, “Joint Back Office”, Market Maker” and 

“Professional” in its fee schedule to reflect the proposed capacity definition and types 

under proposed Rule 16.1. Specifically, the Exchange notes the proposed change to the 

current language providing that the capacity types apply to transactions identified by a 

Member for clearing in the respective capacity type range at the OCC. The Exchange 

updates this language to provide that the defined capacity types apply to orders for the 

account of the respective capacity type.12 This change reflects the proposed capacity type 

                                                 
11  See supra note 5.   
12  Though the Exchange proposes to remove the OCC clearing range language in 

order to better align these fee schedule definitions with those under proposed 16.1 
and C2 Rule 1.1,  this does not alter the manner in which each capacity type clears 
at the OCC. 
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definitions under proposed Rule 16.1 and is in line with the capacity codes applicable to 

participants on the Exchange’s affiliated exchange, C2. The Exchange also believes that 

changing the definition of the capacity types to apply to an order for the account of the 

respective capacity types better aligns with the order identification requirements under 

Rule 20.7. Under Rule 20.7 a Member must submit proper order information when 

entering orders and maintain Customer order records that must contain, among other 

things, User capacity (as proposed). The Exchange believes that codifying in the Rules 

the codes that Users must apply to orders for the accounts of the various capacity types 

will provide additional transparency to Members regarding the appropriate order marking 

requirements. 

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.13  

Specifically, the Exchange believes the proposed rule change is consistent with the 

Section 6(b)(5)14 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 
                                                 
13  15 U.S.C. 78f(b). 
14  15 U.S.C. 78f(b)(5). 
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the Section 6(b)(5)15 requirement that the rules of an exchange not be designed to permit 

unfair discrimination between customers, issuers, brokers, or dealers. 

In particular, the Exchange believes that the proposed change to adopt the 

definition of capacity, including types and codes, will remove impediments to and perfect 

the mechanism of a free and open market and a national market system by providing 

Users with rules that accurately reflect and add detail to current System capacity code 

specifications for which a User must use to appropriately mark its orders. As a result, the 

proposed change will help facilitate understanding of and compliance with the rules. In 

addition to this, the Exchange believes that by harmonizing the definition of capacity 

types and codes, as well as the format of all BZX Options definitions, with that of its 

affiliated exchange, C2, will result in increased understanding of the Exchange’s Rules 

and that of its affiliated exchange rules for those participating across the two affiliated 

exchanges. 

Additionally, the Exchange believes that the proposed change to reflect the 

proposed capacity definition throughout the corresponding definitions in the fee schedule 

will provide Members with clearer definitions of capacity types that will better align with 

the Exchange Rules as well as provide detail to the System specifications already in 

place. As a result, the proposed change will mitigate any confusion surrounding the fee 

schedule capacity definitions and applicable codes. As such, increased User 

understanding of the Exchange’s fee schedule definitions as they correspond to the 

Exchange Rules will serve to remove impediments to and perfect the mechanism of a free 

and open market, and thereby protect investors. Likewise, the Exchange believes that the 

                                                 
15  Id. 
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proposed change to Rule 20.7(b)(6) to more accurately reflect the proposed definition of 

capacity will also serve to remove impediments to and perfect the mechanism of a free 

and open market by aligning the Exchange Rules, in turn bolstering Member 

understanding, and thus, facilitating less burdensome regulatory compliance with the 

audit trail rules. 

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 that is not necessary or appropriate in furtherance of the purposes 

of the Act. The Exchange notes that the proposed rule change is not designed to address 

any competitive issues but is only intended to provide clarity with respect to the 

definition of capacity types and consistency throughout its Rules and fee schedule with 

respect to capacity codes. The Exchange does not believe that the proposed change will 

impose any burden on intramarket competition that is not necessary or appropriate in 

furtherance of the purposes of the Act because all Users are already required to submit 

orders with the appropriate capacity code, and the same capacity codes are available to all 

Members. The Exchange also believes that the proposed rule change reduces the 

regulatory compliance burden on all Members by better aligning the Rules and fee 

schedule with the existing audit trail requirements. Moreover, the Exchange does not 

believe that the proposed change will impose any burden on intermarket competition that 

is not necessary or appropriate in furtherance of the purposes of the Act. As noted, the 

proposed rule change is not intended as a competitive change, but rather to provide 

Members with added detail and clarity regarding the capacity codes applicable to their 

orders submitted to the Exchange.  
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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. 

III. 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 Act16 and Rule 19b-4(f)(6)17 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. 

IV. 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 

the Act.  Comments may be submitted by any of the following methods:   

                                                 
16  15 U.S.C. 78s(b)(3)(A). 
17  17 CFR 240.19b-4(f)(6). 
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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-CboeBZX-2019-066 on the subject line.   

Paper comments: 

• 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-CboeBZX-2019-066.  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 

should submit only information that you wish to make available publicly.  All 

http://www.sec.gov/rules/sro.shtml
mailto:rule-comments@sec.gov
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submissions should refer to File Number SR-CboeBZX-2019-066 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.18 

Secretary 

                                                 
18  17 CFR 200.30-3(a)(12). 
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EXHIBIT 5 

(additions are underlined; deletions are [bracketed]) 

* * * * * 

Rules of Cboe BZX Exchange, Inc. 

* * * * * 

Rule 16.1. Definitions 

[(a)] With respect to the Rules contained in Chapters XVI to XXIX below, relating to the 
trading of options contracts on the Exchange, the following terms shall have the meanings 
specified in this Rule. A term defined elsewhere in the Exchange Rules shall have the same 
meaning with respect to this Chapter XVI, unless otherwise defined below. 

Aggregate Exercise Price 

The term “aggregate exercise price” means the exercise price of an options contract multiplied 
by the number of units of the underlying security covered by the options contract. 

American-Style Option 

The term “American-style option” means an options contract that, subject to the provisions of 
Rule 23.1 (relating to the cutoff time for exercise instructions) and to the Rules of the Clearing 
Corporation, may be exercised at any time from its commencement time until its expiration. 

Associated Person 

The terms “associated person” or “person associated with an Options Member” mean any 
partner, officer, director, or branch manager of an Options Member (or any person occupying a 
similar status or performing similar functions), any person directly or indirectly controlling, 
controlled by, or under common control with an Options Member or any employee of an Options 
Member. 

Bulk Message 

The term “bulk message” means a bid or offer included in a single electronic message a User 
submits to the Exchange in which the User may enter, modify, or cancel up to an Exchange-
specified number of bids and offers (which number the Exchange announces via Exchange 
notice or publicly available technical specifications). A User may submit a bulk message through 
a bulk port as set forth in Rule 21.1(l)(3). The System handles a bulk message in the same 
manner as it handles an order or quote, unless the Rules specify otherwise. 

Bid 

The term “bid” means a limit order to buy one or more options contracts. 
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Board 

The term “Board” means the Board of Directors of the Cboe BZX Exchange, Inc. 

BZX Exchange Rules and Exchange Rules 

The terms “BZX Exchange Rules” or “Exchange Rules” mean the rules of the Exchange, 
including those for equities and options. 

BZX Options 

The term “BZX Options” means the Cboe BZX Exchange Options Market, an options trading 
facility of the Exchange under Section 3(a)(2) of the Exchange Act. 

BZX Options Book 

The term “BZX Options Book” means the electronic book of options orders maintained by the 
Trading System.   

BZX Options Transaction 

The term “BZX Options Transaction” means a transaction involving an options contract that is 
effected on or through BZX Options or its facilities or systems. 

Call 

The term “call” means an options contract under which the holder of the option has the right, in 
accordance with the terms of the option, to purchase from the Clearing Corporation the number 
of shares of the underlying security covered by the options contract. 

Capacity 

The term “Capacity” means the capacity in which a User submits an order, which the User 
specifies by applying the corresponding code to the order, and includes: 

Code   Capacity Type         

B For the account of a broker or dealer, including a foreign broker dealer 

C  For the account of a Priority Customer 

F  For an OCC clearing member firm proprietary account 

J  For a joint back office account 

M  For the account of a registered Market Maker 

N  For the account of a market maker on another options exchange (i.e. an Away 
Market Maker) 

U  For the account of a Professional 
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Cboe BZX Exchange and Exchange 

The terms “Cboe BZX Exchange” or “Exchange” mean the Cboe BZX Exchange, Inc. 

Class of Options 

The term “class of options” means all options contracts of the same type and style covering the 
same underlying security. 

Clearing Corporation and OCC 

The terms “Clearing Corporation” or “OCC” mean The Options Clearing Corporation. 

Clearing Member 

The term “Clearing Member” means an Options Member that is self-clearing or an Options 
Member that clears BZX Options Transactions for other Members of BZX Options. 

Closing Purchase Transaction 

The term “closing purchase transaction” means a BZX Options Transaction that reduces or 
eliminates a short position in an options contract. 

Closing Writing Transaction 

The term “closing writing transaction” means a BZX Options Transaction that reduces or 
eliminates a long position in an options contract. 

Covered Short Position 

The term “covered short position” means (i) an options position where the obligation of the 
writer of a call option is secured by a “specific deposit” or an “escrow deposit” meeting the 
conditions of Rules 610(f) or 610(g), respectively, of the Rules of the Clearing Corporation, or 
the writer holds in the same account as the short position, on a share-for-share basis, a long 
position either in the underlying security or in an options contract of the same class of options 
where the exercise price of the options contract in such long position is equal to or less than the 
exercise price of the options contract in such short position; and (ii) an options position where 
the writer of a put option holds in the same account as the short position, on a share-for-share 
basis, a long position in an options contract of the same class of options where the exercise price 
of the options contract in such long position is equal to or greater than the exercise price of the 
options contract in such short position. 

Customer 

The term “Customer” means a Public Customer or a broker-dealer. 

Customer Order 

The term “Customer Order” means an agency order for the account of a Customer. 
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Discretion 

The term “discretion” means the authority of a broker or dealer to determine for a Customer the 
type of option, the class or series of options, the number of contracts, or whether options are to 
be bought or sold. 

European-Style Option 

The term “European-style option” means an options contract that, subject to the provisions of 
Rule 23.1 (relating to the cutoff time for exercise instructions) and to the Rules of the Clearing 
Corporation, can be exercised only on its expiration date. 

Exchange Act 

The term “Exchange Act” means the Securities Exchange Act of 1934, as amended, or Rules 
thereunder. 

Exercise Price 

The term “exercise price” means the specified price per unit at which the underlying security 
may be purchased or sold upon the exercise of an options contract. 

He, Him, and His 

The terms “he,” “him” or “his” shall be deemed to refer to persons of female as well as male 
gender, and to include organizations, as well as individuals, when the context so requires. 

Index Option 

The term “index option” means an options contract that is an option on a broad-based, narrow-
based or micro narrow-based index of equity securities prices. 

Individual Equity Option 

The term “individual equity option” means an options contract which is an option on an equity 
security. 

Long Position 

The term “long position” means a person’s interest as the holder of one or more options 
contracts. 

NBB, NBO, and NBBO 

The term “NBB” means the national best bid, the term “NBO” means the national best offer, and 
the term “NBBO” means the national best bid or offer as calculated by BZX Options based on 
market information received by BZX Options from OPRA.  

Offer 

The term “offer” means a limit order to sell one or more options contracts. 
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Opening Purchase Transaction 

The term “opening purchase transaction” means a BZX Options Transaction that creates or 
increases a long position in an options contract. 

Opening Writing Transaction 

The term “opening writing transaction” means a BZX Options Transaction that creates or 
increases a short position in an options contract. 

Options Contracts 

The term “options contract” means a put or a call issued, or subject to issuance by the Clearing 
Corporation pursuant to the Rules of the Clearing Corporation. 

Options Market Close and Market Close 

The terms “options market close” or “market close” mean the time specified by BZX Options for 
the cessation of trading in contracts on BZX Options for options on that market day. 

Options Market Maker and Market Maker 

The terms “Options Market Maker” or “Market Maker” mean an Options Member registered 
with the Exchange for the purpose of making markets in options contracts traded on the 
Exchange and that is vested with the rights and responsibilities specified in Chapter XXII of 
these Rules. 

Options Market Open and Market Open 

The terms “options market open” or “market open” mean the time specified by BZX Options for 
the commencement of trading in contracts on BZX Options for options on that market day. 

Options Member 

The term “Options Member” means a firm, or organization that is registered with the Exchange 
pursuant to Chapter XVII of these Rules for purposes of participating in options trading on BZX 
Options as an “Options Order Entry Firm” or “Options Market Maker.” 

Options Member Agreement 

The term “Options Member Agreement” means the agreement to be executed by Options 
Members to qualify to participate on BZX Options.  

Options Order Entry Firm, Order Entry Firm, and OEF 

The terms “Options Order Entry Firm” or “Order Entry Firm” or “OEF” mean those Options 
Members representing as agent Customer Orders on BZX Options and those non-Market Maker 
Members conducting proprietary trading. 

Options Principal 
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The term “Options Principal” means a person engaged in the management and supervision of the 
Options Member’s business pertaining to options contracts that has responsibility for the overall 
oversight of the Options Member’s options related activities on the Exchange. 

OPRA 

The term “OPRA” means the Options Price Reporting Authority. 

Order 

The term “order” means a firm commitment to buy or sell options contracts as defined in Rule 
21.1(c). 

Outstanding 

The term “outstanding” means an options contract which has been issued by the Clearing 
Corporation and has neither been the subject of a closing writing transaction nor has reached its 
expiration date. 

Primary Market 

The term “primary market” means, in the case of securities listed on Nasdaq Stock Market, LLC 
(“Nasdaq”), the market that is identified as the listing market pursuant to Section X(d) of the 
approved national market system plan governing the trading of Nasdaq-listed securities, and, in 
the case of securities listed on another national securities exchange, the market that is identified 
as the listing market pursuant to Section XI of the Consolidated Tape Association Plan. 

Priority Customer and Priority Customer Order 

The term “Priority Customer” means any person or entity that is not: (A) a broker or dealer in 
securities; or (B) a Professional.  The term “Priority Customer Order” means an order for the 
account of a Priority Customer. 

Professional 

The term “Professional” means any person or entity that (A) is not a broker or dealer in 
securities; and (B) places more than 390 orders in listed options per day on average during a 
calendar month for its own beneficial account(s). All Professional orders shall be appropriately 
marked by Options Members. 

Protected Quotation 

The term “Protected Quotation” has the meaning provided in Rule 27.1. 

Public Customer 

The term “Public Customer” means a person that is not a broker or dealer in securities. 

Put 
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The term “put” means an options contract under which the holder of the option has the right, in 
accordance with the terms and provisions of the option and the Rules of the OCC, to sell to the 
Clearing Corporation the number of units of the underlying security covered by the options 
contract, at a price per unit equal to the exercise price, upon the timely exercise of such option. 

Quarterly Options Series 

The term “Quarterly Options Series” means a series in an options class that is approved for 
listing and trading on the Exchange in which the series is opened for trading on any business day 
and expires at the close of business on the last business day of a calendar quarter. 

Quote and Quotation 

The terms “quote” or “quotation” mean a bid or offer entered by a Market Maker as a firm order 
that updates the Market Maker’s previous bid or offer, if any. 

Responsible Person 

The term “Responsible Person” shall mean a United States-based officer, director or 
management-level employee of an Options Member, who is registered with the Exchange as an 
Options Principal, responsible for the direct supervision and control of associated persons of that 
Options Member. 

Rules of BZX Options 

The term “Rules of BZX Options” mean the rules contained in Chapters XVI to XXIX of the 
Cboe BZX Exchange Rules governing the trading of options on the Exchange. 

Rules of the Clearing Corporation and Rules of the OCC 

The terms “Rules of the Clearing Corporation” or “Rules of the OCC” mean the Certificate of 
Incorporation, the By-Laws and the Rules of the Clearing Corporation, and all written 
interpretations thereof, as may be in effect from time to time. 

SEC and Commission 

The terms “SEC” or “Commission” mean the United States Securities and Exchange 
Commission. 

Series of Options 

The term “series of options” means all options contracts of the same class of options having the 
same exercise price and expiration date. 

Short Position 

The term “short position” means a person’s interest as the writer of one or more options 
contracts. 

Short Term Option Series 
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The term “Short Term Option Series” means a series in an option class that is approved for 
listing and trading on the Exchange in which the series is opened for trading on any Monday, 
Tuesday, Wednesday, Thursday or Friday that is a business day and that expires on the Monday, 
Wednesday or Friday of the next business week, or, in the case of a series that is listed on a 
Friday and expires on a Monday, is listed one business week and one business day prior to that 
expiration. If a Tuesday, Wednesday, Thursday or Friday is not a business day, the series may be 
opened (or shall expire) on the first business day immediately prior to that Tuesday, Wednesday, 
Thursday or Friday, respectively. For a series listed pursuant to this section for Monday 
expiration, if a Monday is not a business day, the series shall expire on the first business day 
immediately following that Monday. 

SRO 

The term “SRO” means a self-regulatory organization as defined in Section 3(a)(26) of the 
Exchange Act. 

Trading System and System 

The terms “Trading System” or “System” mean the automated trading system used by BZX 
Options for the trading of options contracts. 

Type of Option 

The term “type of option” means the classification of an options contract as either a put or a call. 

Uncovered 

The term “uncovered” means a short position in an options contract that is not covered. 

Underlying Security 

The term “underlying security” means the security that the Clearing Corporation shall be 
obligated to sell (in the case of a call option) or purchase (in the case of a put option) upon the 
valid exercise of an options contract. 

User 

The term “User” means any Options Member or Sponsored Participant who is authorized to 
obtain access to the System pursuant to Rule 11.3 (Access). 

[(1) The term “aggregate exercise price” means the exercise price of an options contract 
multiplied by the number of units of the underlying security covered by the options contract. 

(2) The term “American-style option” means an options contract that, subject to the 
provisions of Rule 23.1 (relating to the cutoff time for exercise instructions) and to the Rules of 
the Clearing Corporation, may be exercised at any time from its commencement time until its 
expiration. 

(3) The terms “associated person” or “person associated with an Options Member” mean any 
partner, officer, director, or branch manager of an Options Member (or any person occupying a 



SR-CboeBZX-2019-066 
Page 32 of 37 

 
similar status or performing similar functions), any person directly or indirectly controlling, 
controlled by, or under common control with an Options Member or any employee of an Options 
Member. 

(4) The term “bulk message” means a bid or offer included in a single electronic message a 
User submits to the Exchange in which the User may enter, modify, or cancel up to an 
Exchange-specified number of bids and offers (which number the Exchange announces via 
Exchange notice or publicly available technical specifications). A User may submit a bulk 
message through a bulk port as set forth in Rule 21.1(l)(3). The System handles a bulk message 
in the same manner as it handles an order or quote, unless the Rules specify otherwise. 

(5) The terms “Cboe BZX Exchange” or “Exchange” mean the Cboe BZX Exchange, Inc. 

(6) The terms “BZX Exchange Rules” or “Exchange Rules” mean the rules of the Exchange, 
including those for equities and options. 

(7) The term “bid” means a limit order to buy one or more options contracts. 

(8) The term “Board” means the Board of Directors of the Cboe BZX Exchange, Inc. 

(9) The term “BZX Options” means the Cboe BZX Exchange Options Market, an options 
trading facility of the Exchange under Section 3(a)(2) of the Exchange Act. 

(10) The term “BZX Options Book” means the electronic book of options orders maintained 
by the Trading System.   

(11) The term “rules of BZX Options” mean the rules contained in Chapters XVI to XXIX of 
the Cboe BZX Exchange Rules governing the trading of options on the Exchange. 

(12) The term “BZX Options Transaction” means a transaction involving an options contract 
that is effected on or through BZX Options or its facilities or systems. 

(13) The term “call” means an options contract under which the holder of the option has the 
right, in accordance with the terms of the option, to purchase from the Clearing Corporation the 
number of shares of the underlying security covered by the options contract. 

(14) The term “class of options” means all options contracts of the same type and style 
covering the same underlying security. 

(15) The terms “Clearing Corporation” or “OCC” mean The Options Clearing Corporation. 

(16) The term “Clearing Member” means an Options Member that is self-clearing or an 
Options Member that clears BZX Options Transactions for other Members of BZX Options. 

(17) The term “closing purchase transaction” means a BZX Options Transaction that reduces 
or eliminates a short position in an options contract. 

(18) The term “closing writing transaction” means a BZX Options Transaction that reduces or 
eliminates a long position in an options contract. 
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(19) The term “covered short position” means (i) an options position where the obligation of 
the writer of a call option is secured by a “specific deposit” or an “escrow deposit” meeting the 
conditions of Rules 610(f) or 610(g), respectively, of the Rules of the Clearing Corporation, or 
the writer holds in the same account as the short position, on a share-for-share basis, a long 
position either in the underlying security or in an options contract of the same class of options 
where the exercise price of the options contract in such long position is equal to or less than the 
exercise price of the options contract in such short position; and (ii) an options position where 
the writer of a put option holds in the same account as the short position, on a share-for-share 
basis, a long position in an options contract of the same class of options where the exercise price 
of the options contract in such long position is equal to or greater than the exercise price of the 
options contract in such short position. 

(20) The term “Customer” means a Public Customer or a broker-dealer. 

(21) The term “Customer Order” means an agency order for the account of a Customer. 

(22) The term “discretion” means the authority of a broker or dealer to determine for a 
Customer the type of option, the class or series of options, the number of contracts, or whether 
options are to be bought or sold. 

(23) The term “European-style option” means an options contract that, subject to the 
provisions of Rule 23.1 (relating to the cutoff time for exercise instructions) and to the Rules of 
the Clearing Corporation, can be exercised only on its expiration date. 

(24) The term “Exchange Act” means the Securities Exchange Act of 1934, as amended, or 
Rules thereunder. 

(25) The term “exercise price” means the specified price per unit at which the underlying 
security may be purchased or sold upon the exercise of an options contract. 

(26) The terms “he,” “him” or “his” shall be deemed to refer to persons of female as well as 
male gender, and to include organizations, as well as individuals, when the context so requires. 

(27) The term “index option” means an options contract that is an option on a broad-based, 
narrow-based or micro narrow-based index of equity securities prices. 

(28) The term “individual equity option” means an options contract which is an option on an 
equity security. 

(29) The term “long position” means a person’s interest as the holder of one or more options 
contracts. 

(30) The term “NBB” means the national best bid, the term “NBO” means the national best 
offer, and the term “NBBO” means the national best bid or offer as calculated by BZX Options 
based on market information received by BZX Options from OPRA.  

(31) The term “offer” means a limit order to sell one or more options contracts. 
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(32) The term “opening purchase transaction” means a BZX Options Transaction that creates 
or increases a long position in an options contract. 

(33) The term “opening writing transaction” means a BZX Options Transaction that creates or 
increases a short position in an options contract. 

(34) The term “options contract” mean a put or a call issued, or subject to issuance by the 
Clearing Corporation pursuant to the Rules of the Clearing Corporation. 

(35) The terms “options market close” or “market close” mean the time specified by BZX 
Options for the cessation of trading in contracts on BZX Options for options on that market day. 

(36) The terms “options market open” or “market open” mean the time specified by BZX 
Options for the commencement of trading in contracts on BZX Options for options on that 
market day. 

(37) The terms “Options Order Entry Firm” or “Order Entry Firm” or “OEF” mean those 
Options Members representing as agent Customer Orders on BZX Options and those non-Market 
Maker Members conducting proprietary trading. 

(38) The terms “Options Market Maker” or “Market Maker” mean an Options Member 
registered with the Exchange for the purpose of making markets in options contracts traded on 
the Exchange and that is vested with the rights and responsibilities specified in Chapter XXII of 
these Rules. 

(39) The term “Options Member” means a firm, or organization that is registered with the 
Exchange pursuant to Chapter XVII of these Rules for purposes of participating in options 
trading on BZX Options as an “Options Order Entry Firm” or “Options Market Maker.” 

(40) The term “Options Member Agreement” means the agreement to be executed by Options 
Members to qualify to participate on BZX Options.  

(41) The term “Options Principal” means a person engaged in the management and 
supervision of the Options Member’s business pertaining to options contracts that has 
responsibility for the overall oversight of the Options Member’s options related activities on the 
Exchange. 

(42) The term “OPRA” means the Options Price Reporting Authority. 

(43) The term “order” means a firm commitment to buy or sell options contracts as defined in 
Rule 21.1(c). 

(44) The term “outstanding” means an options contract which has been issued by the Clearing 
Corporation and has neither been the subject of a closing writing transaction nor has reached its 
expiration date. 

(45) The term “primary market” means, in the case of securities listed on Nasdaq Stock 
Market, LLC (“Nasdaq”), the market that is identified as the listing market pursuant to Section 
X(d) of the approved national market system plan governing the trading of Nasdaq-listed 
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securities, and, in the case of securities listed on another national securities exchange, the market 
that is identified as the listing market pursuant to Section XI of the Consolidated Tape 
Association Plan. 

(46) The term “Priority Customer” means any person or entity that is not: (A) a broker or 
dealer in securities; or (B) a Professional.  The term “Priority Customer Order” means an order 
for the account of a Priority Customer. 

(47) The term “Professional” means any person or entity that (A) is not a broker or dealer in 
securities; and (B) places more than 390 orders in listed options per day on average during a 
calendar month for its own beneficial account(s). All Professional orders shall be appropriately 
marked by Options Members. 

(48) The term “Protected Quotation” has the meaning provided in Rule 27.1. 

(49) The term “Public Customer” means a person that is not a broker or dealer in securities. 

(50) The term “put” means an options contract under which the holder of the option has the 
right, in accordance with the terms and provisions of the option and the Rules of the OCC, to sell 
to the Clearing Corporation the number of units of the underlying security covered by the options 
contract, at a price per unit equal to the exercise price, upon the timely exercise of such option. 

(51) The term “Quarterly Options Series” means a series in an options class that is approved 
for listing and trading on the Exchange in which the series is opened for trading on any business 
day and expires at the close of business on the last business day of a calendar quarter. 

(52) The terms “quote” or “quotation” mean a bid or offer entered by a Market Maker as a 
firm order that updates the Market Maker’s previous bid or offer, if any. 

(53) The term “Responsible Person” shall mean a United States-based officer, director or 
management-level employee of an Options Member, who is registered with the Exchange as an 
Options Principal, responsible for the direct supervision and control of associated persons of that 
Options Member. 

(54) The terms “Rules of the Clearing Corporation” or “Rules of the OCC” mean the 
Certificate of Incorporation, the By-Laws and the Rules of the Clearing Corporation, and all 
written interpretations thereof, as may be in effect from time to time. 

(55) The terms “SEC” or “Commission” mean the United States Securities and Exchange 
Commission. 

(56) The term “series of options” means all options contracts of the same class of options 
having the same exercise price and expiration date. 

(57) The term “short position” means a person’s interest as the writer of one or more options 
contracts. 

(58) The term “Short Term Option Series” means a series in an option class that is approved 
for listing and trading on the Exchange in which the series is opened for trading on any Monday, 
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Tuesday, Wednesday, Thursday or Friday that is a business day and that expires on the Monday, 
Wednesday or Friday of the next business week, or, in the case of a series that is listed on a 
Friday and expires on a Monday, is listed one business week and one business day prior to that 
expiration. If a Tuesday, Wednesday, Thursday or Friday is not a business day, the series may be 
opened (or shall expire) on the first business day immediately prior to that Tuesday, Wednesday, 
Thursday or Friday, respectively. For a series listed pursuant to this section for Monday 
expiration, if a Monday is not a business day, the series shall expire on the first business day 
immediately following that Monday. 

(59) The term “SRO” means a self-regulatory organization as defined in Section 3(a)(26) of 
the Exchange Act. 

(60) The terms “Trading System” or “System” mean the automated trading system used by 
BZX Options for the trading of options contracts. 

(61) The term “type of option” means the classification of an options contract as either a put 
or a call. 

(62) The term “uncovered” means a short position in an options contract that is not covered. 

(63) The term “underlying security” means the security that the Clearing Corporation shall be 
obligated to sell (in the case of a call option) or purchase (in the case of a put option) upon the 
valid exercise of an options contract. 

(64) The term “User” means any Options Member or Sponsored Participant who is authorized 
to obtain access to the System pursuant to Rule 11.3 (Access).] 
 

* * * * * 

Rule 20.7. Audit Trail 

 (a) No change. 

 (b) An Options Member must ensure that each options order received from a 
Customer for execution on BZX Options is recorded and time-stamped immediately. The order 
record must be time-stamped again on execution and also at the time of any modification or 
cancellation of the order by the Customer. Order records relating to BZX Options must contain 
the following information at a minimum: 

  (1)-(5) No change. 

  (6) [Member]User Capacity; 

 
* * * * * 

Cboe BZX Options Exchange Fee Schedule 
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Effective [May]September [1]3, 2019 

* * * * * 

Definitions: 
* * * * * 

•  “Away Market Maker” applies to any [transaction identified by a Member for clearing in 
the Market Maker range at the OCC, where such Member is not registered with the 
Exchange as a Market Maker, but is registered as]order for the account of a market maker 
on another options exchange. 

•  “Broker Dealer” applies to any order for the account of a broker dealer, including a foreign 
broker dealer[, that clears in the Customer range at the Options Clearing Corporation 
(“OCC”)]. 

• “Customer” applies to any [transaction identified by a Member for clearing in the ]order for 
the account of a Priority Customer [range at the OCC, excluding any transaction for a 
Broker Dealer or a “Professional” as defined in Exchange Rule 16.1].   

• “Firm” applies to any [transaction identified by]order for the proprietary account of an 
OCC clearing [M]member[ for clearing in the Firm range at the OCC, excluding any Joint 
Back Office transaction].   

• “Joint Back Office” applies to any [transaction identified by a Member for clearing in the 
Firm range at the OCC that is identified with an origin code as Joint Back Office.  A Joint 
Back Office participant is a Member]order for a joint back office account [that maintains a 
Joint Back Office arrangement with a clearing broker-dealer]. 

• “Market Maker” applies to any [transaction identified by a Member for clearing in the 
Market Maker range at the OCC, where such Member is]order for the account of a 
registered [with the Exchange as a] Market Maker [as defined in Rule 16.1(a)(37)]. 

 

* * * * * 

•  “Professional” applies to any [transaction identified by]order for the account of a [Member 
as such pursuant to Exchange Rule 16.1]Professional. 

 

* * * * * 
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