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Cboe Options Regulatory Circular 19-027 
 
Date:      July 29, 2019 

To:           Trading Permit Holders 

From:     Legal Division, Regulatory Division, & Market Structure  

RE:           AIM and SAM Contra-Parties 

The purpose of this circular is to remind Trading Permit Holders (“TPHs”) of the requirement that any 
solicited Contra-Side Order submitted by the Initiating TPH to trade against an Agency Order in the 
Cboe Exchange, Inc. (the “Exchange”) Automated Improvement Mechanism (“AIM”) or Solicitation 
Auction Mechanism (“SAM,” together the “Auctions”) may not be for the account of an Exchange 
Market-Maker appointed to the option class.1   

This restriction applies to any account of an Exchange Market-Maker with an appointment in the 
relevant class.  However, if a firm has adequate procedures in place, the rules do not prohibit: 

- the non-Market-Maker proprietary arm of a firm from being solicited to participate in an Auction 
with a Contra-Side Order in a class in which the firm’s Exchange Market-Maker has an 
appointment (or the firm’s Exchange Market-Maker with an appointment in the class from 
responding to the Auction);  

- an away market-maker of the firm from being solicited to participate in an Auction with a 
Contra-Side Order (or the firm’s Exchange Market-Maker with an appointment in the class from 
responding to the Auction);2 or  

- another Exchange Market-Maker of the firm without an appointment in the class from being 
solicited to participate in an Auction with a Contra-Side Order (or the firm’s Exchange Market-
Maker with an appointment in the class from responding to the Auction). 

 

                                                           
1 See Cboe Options Rules 6.74A.04 (for Non-FLEX AIM), 6.74B.03 (for Non-FLEX SAM), 24A.5A.04 (for FLEX AIM) and 
24A.5B.04 (for FLEX SAM).  The FLEX SAM auction mechanism under Rule 24A.5B is not activated currently.  
Pursuant to those rules, the solicited order cannot be for the account of a Market-Maker assigned (or appointed) 
to the class. 
2 A TPH may not establish an arrangement that would circumvent the Auctions’ restrictions on soliciting the 
account of an Exchange Market-Maker appointed to the option class and that would allow the Exchange Market-
Maker to realize similar economic benefits from the solicited transaction as it would achieve by executing the 
Agency Order in whole or in part as a solicited Contra-Side Order.      
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The adequacy of a firm’s procedures will depend upon the nature of its business.  Some factors to 
consider may include, but are not limited to, the following: 

- if the firm has a written plan of organization that identifies separate trading units; specifies their 
trading objective(s); and supports their independent identity, and maintains compliance 
oversight and internal controls and procedures;3  

- the Exchange Market-Maker unit appointed to the class: (i) is not aware of any solicitation, 
Agency Order, or Contra-Side Order in the appointed class; and (ii) does not modify its orders, 
quotes, and/or Auction responses based on information regarding any solicitation, Agency 
Order, or Contra-Side Order (e.g., the appointed Exchange Market-Maker unit’s automated 
system used for orders, quotes, and Auction responses in the class operates independently 
from the existence or nonexistence of any solicitation, Agency Order, or Contra-Side Order); and 

- the firm otherwise abides by rules related to just and equitable principles of trade; prevention 
of the misuse of material, nonpublic information; and solicited transactions, as well as other 
Exchange rules.      

For instance, a firm may have an Exchange Market-Maker with an appointment in a given class that is 
subject to an Auction and an away market-maker on another options exchange that is solicited to 
participate in the Auction with a Contra-Side Order.  If the firm’s Exchange Market-Maker is separate 
and does not coordinate with the firm’s away market maker (e.g., separate trading units, traders, 
accounts, strategies, etc.) such that the appointed Exchange Market-Maker is not aware of any 
solicitation and does not modify the appointed Exchange Market-Maker’s orders, quotes, or Auction 
responses in the class based on information regarding the solicitation, Agency Order, or solicited 
Contra-Side Order, then it may be permissible for a solicited Contra-Side Order to be submitted for the 
account of the firm’s away market maker for an Auction in the firm’s Exchange Market-Maker’s 
appointed class.  

In considering whether there is adequate separation, a firm’s other trading unit’s automated systems 
that provide solicited Contra-Side Orders for Auctions in a firm’s Exchange Market-Maker’s appointed 
class should operate separate from the appointed Exchange Market-Maker’s automated systems that 
generate orders, quotes, and Auction responses in the class.  In addition, the Exchange believes that 
individual TPHs/traders who provide solicited Contra-Side Orders for Auctions in an Exchange Market-
Maker’s appointed class should not be part of the firm’s Exchange Market-Maker unit appointed to the 
class.  If the individual TPH/trader who provides solicited Contra-Side orders for Auctions is also part of 

                                                           
3  For a non-exhaustive list of other factors to consider, see, e.g., provisions for independent trading unit 
aggregation for purposes under Regulation SHO Rule 200 or provisions for non-aggregation for position limit 
purposes under Cboe Options Rule 4.11.  See also Cboe Options Rule 4.18, which provides that every TPH is 
required to establish, maintain and enforce written policies and procedures reasonably designed, taking into 
consideration the nature of the TPH’s business, to prevent the misuse, in violation of the Securities Exchange Act 
of 1934 and the Exchange rules, of material, nonpublic information by such TPH or persons associated with such 
TPH.  Information barriers are not specifically required under Rule 4.18, 6.74A, 6.74B, 24A.5A or 24A.5B.  However, 
a TPH is required to consider the nature of the TPH’s business in structuring its policies and procedures, which 
may dictate that an information barrier or a functional separation be part of the appropriate set of reasonably 
designed policies and procedures.   
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the Exchange Market-Maker unit at the same time, the Contra-Side Order would be viewed as being for 
the account of the Exchange Market-Maker appointed to the class, which is not permitted under the 
rules.   

In considering whether there is adequate separation, the Exchange also believes that the account(s) of 
the firm’s Exchange Market-Maker appointed to the class should be separate from the account(s) of the 
firm’s solicited Contra-Side Order.  To the extent that a firm has a joint market-maker account4 or a 
universal market maker account5 where the participants in the account include the Exchange Market-
Maker appointed to the class and the firm’s other market-maker units, only the other market-maker 
units would be able to provide solicited Contra-Side Orders on behalf of the account for an Auction, not 
the appointed Exchange Market-Maker.  A firm’s procedures should include documentation of which 
market-maker participant in the joint or universal account initiated/provided the solicited Contra-Side 
Order.  If the appointed Exchange Market-Maker would provide a solicited Contra-Side Order on behalf 
of the joint or universal account, the Contra-Side Order would be viewed as being for the account of the 
Exchange Market-Maker appointed to the class, which is not permitted under the rules.       

Finally, the Exchange notes that Initiating TPHs and Exchange Market-Makers both have obligations to 
comply with the Auction requirement not to solicit the account of an Exchange Market-Maker with an 
appointment in the class.  From the perspective of the Initiating TPH, the Exchange believes that it 
would be reasonable for an Initiating TPH to have procedures in place to reasonably rely on the 
representation of a solicited party that the solicited Contra-Side Order would not be considered an 
order of an Exchange Market-Maker with an appointment in the class.   

Additional Information 

The factors and illustrations noted above are not meant to be an exhaustive list.  As noted above, other 
facts and circumstances may be taken into consideration.  Additional questions about may be directed 
to Regulatory Interpretations at reginterps@cboe.com or 312-786-8141. 

                                                           
4 See, e.g., Cboe Options Rules 6.55 and 8.9.  
5 Universal market-maker accounts are used to request an automated service whereby The Options Clearing 
Corporation (“OCC”) directs transactions into a “universal” market maker subaccount of a clearing firm at OCC for 
a designated market-maker or designated group of market-makers that trade across multiple exchanges. 
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