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EXHIBIT 1 

SECURITIES AND EXCHANGE COMMISSION 
(Release No. 34-         ; File No. SR-CFE-2011-001) 

Self-Regulatory Organizations; CBOE Futures Exchange, LLC; Proposed Rule Change to 
Amend Certain Rules Relating to Listing and Trading Security Futures 
 

Pursuant to Section 19(b)(7) of the Securities Exchange Act of 1934 ("Act"),1  

notice is hereby given that on    , 2011 CBOE Futures Exchange, LLC 

("CFE" or "Exchange") filed with the Securities and Exchange Commission ("SEC" or 

"Commission") the proposed rule change described in Items I, II and II below, which Items 

have been prepared by CFE.  The Commission is publishing this notice to solicit comments 

on the proposed rule change from interested persons.  CFE also filed this proposed rule 

change concurrently with the Commodity Futures Trading Commission ("CFTC").  CFE 

filed a written certification with the CFTC under Section 5c(c) of the Commodity 

Exchange Act ("CEA")2 on March 18, 2011. 

I. Self-Regulatory Organization's Description of the Proposed Rule Change 

 The Exchange proposes to amend certain rules relating to the listing and trading 

of security futures on the Exchange.  The changes are being proposed to conform certain 

CFE rules to current parallel rules of OneChicago, LLC ("OCX").  The text of the 

proposed rule change is attached as Exhibit 4. 

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

 
 In its filing with the Commission, CFE 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 

                                                 
1  15 U.S.C. 78s(b)(7). 
2  7 U.S.C. 7a-2(c). 
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the places specified in Item IV below.  CFE 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, Proposed Rule Change 

  
1.   Purpose   

  
The purpose of this proposed rule is to amend certain rules governing the listing 

and trading of security futures on the Exchange.  The changes are being made to conform 

certain CFE rules to current parallel rules of OCX.   

 Regulatory Halt Amendments 

 CFE is proposing to amend Rule 417 by adding provisions for regulatory halts.  

OCX made a similar rule change to make clear that a "regulatory halt" applies not only to 

the suspending of all trading in equity securities on the underlying national securities 

exchange but also to a trading pause on an individual underlying equity security that has 

been imposed by the rules of the national securities exchange.3  CFE is also proposing to 

amend CFE Policy and Procedure III by adding a cross-reference to Rule 417 and setting 

forth the ability of the help desk to bust any trade in a Single Stock Future or in a 

Narrow-Based Index Future that occurs after the time a regulatory halt is instituted and 

before trading has been resumed in the affected Single Stock Future or Narrow-Based 

Index Future. 

Change Quoting Requirements for Market Makers 

CFE is proposing to amend Rule 517 and CFE Policy and Procedure VII to 

change the quoting requirements for Market Makers.  Presently, a market maker, when 

                                                 
3  See Securities Exchange Act Release No.  62582 (July 28, 2010), 75 FR 47039 (August 4, 2010) 

(Notice of Filing and Immediate Effectiveness of a Proposed Rule Change by OneChicago, 
Amending Rule 419(a), Regulatory Halts) (SR-OC-2010-03).   
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providing quotations, quotes with a maximum bid/ask spread of no more than the greater 

of $0.20 (the "20 Cent Spread") of 150 percent of the bid/ask spread in the primary 

market for the security underlying the Security Future.  The proposed rule change will 

raise the 20 Cent Spread to $5.  This change will be affected by amending subparagraph 

(n) to Rule 517 and subparagraph C to CFE Policy and Procedure VII.  OCX made a 

similar rule change raising its 20 Cent Spread to $5, which was nearly identical to one 

approved by the SEC for security options.4   

 Maintenance Standard Amendments 

 First, CFE is proposing to amend CFE Policy and Procedure VIII by eliminating 

the $3 market price maintenance standard.  This change will be affected by deleting 

subparagraph B.1.(v) to CFE Policy and Procedure VIII.  OCX made a similar rule 

change eliminating the $3 market price per share requirement, which was nearly identical 

to one approved by the SEC for security options.5   

 Second, CFE is proposing to eliminate the prohibition against opening trading in a 

Single Stock Future with a new delivery month unless the issuer of the underlying 

satisfies applicable Exchange Act reporting requirements, or corrects any failure within 

30 days after the date the report was due to be filed.  This change will be affected by 

deleting subparagraph B.2.(i) to CFE Policy and Procedure VIII.  OCX made a similar 

rule change eliminating this maintenance requirement, which was nearly identical to one 

approved by the SEC for security options.6 

                                                 
4  See Securities Exchange Act Release No.  60143 (June 19, 2009), 74 FR 30345 (June 25, 2009) 

(Notice of Filing and Immediate Effectiveness of a Proposed Rule Change Widening the Bid/Ask 
Spread for Quoting Market-Makers) (SR-OC-2009-02).   

5  See Securities Exchange Act Release No.  59744 (April 9, 2009), 74 FR 17706 (April 16, 2009) 
(Notice of Filing and Immediate Effectiveness of a Proposed Rule Change Eliminating the $3 
Market Price Maintenance Standard) (SR-OC-2009-01).   

6  See Securities Exchange Act Release No. 54454 (September 15, 2006), 71 FR 5539 (September 
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 New Listing Standard Conforming with Joint Order 

 CFE is proposing to conform its listing standards to those approved by the SEC 

and the Commodity Futures Trading Commission in their Joint Order dated November 

19, 2009.7  To affect this change, CFE is proposing to add new paragraph E to CFE 

Policy and Procedure VIII that references the Joint Order and provides that, "the 

Exchange may list security futures on any security that is eligible to underlie options on a 

national securities exchange."  CFE notes that OCX made a similar change conforming 

its listing standards to those set forth in the Joint Order.8       

2. Statutory Basis 

 The Exchange believes that the proposed rule change is consistent with Section 

6(b)9 of the Securities Exchange Act (the "Act"), in general, and furthers the objectives of 

Section 6(b)(5)10 in particular in that it is 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 facilitating transactions in securities, and to 

remove impediments to and perfect the mechanism of a free and open market and a 

national market system.  The proposed rule change updates certain CFE listing and 

trading rules for security futures and conforms them to ones previously changed by OCX 

for security futures.  

                                                                                                                                                 
22, 2006) (Notice of Filing and Immediate Effectiveness of a Proposed Rule Change Relating to 
Listing Standards of Security Futures Products) (SR-OC-2006-02).   

7  74 FR 61380 (November 24, 2009).   
8  See Securities Exchange Act Release No.  61346 (January 13, 2010), 75 FR 3515 (January 21, 

2010) (Notice of Filing and Immediate Effectiveness of a Proposed Rule Change, as Modified by 
Amendment No. 1, Changing Its Listing Standards in Conformance with the November 9, 2009 
Joint Order Modifying the Listing Standards Requirements under Section 6(h) of the Securities 
Exchange Act of 1934 and the Criteria under Section 2(a)(1) of the Commodity Exchange Act) 
(SR-OC-2009-04).   

9  15 U.S.C. 78f(b). 
10  15 U.S.C. 78f(b)(5). 
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B. Self-Regulatory Organization's Statement on Burden on Competition 
 
 CFE 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. 

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

 
 No written comments were solicited or received with respect to the proposed rule 

change. 

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

 The proposed rule change has become effective on March 22, 2011.     

 At any time within 60 days of the date of effectiveness of the proposed rule 

change, the Commission, after consultation with the CFTC, may summarily abrogate the 

proposed rule change and require that the proposed rule change be refiled in accordance 

with the provisions of Section 19(b)(1) of the Act. 

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:   

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-CFE-

2011-001 on the subject line.   
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Paper comments: 

 Send paper comments in triplicate to Elizabeth M. Murphy, Secretary, Securities 

and Exchange Commission, 100 F Street, NE, Washington, DC 20549. 

All submissions should refer to File Number SR-CFE-2011-001.  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 Web site 

(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 

inspection and copying in the Commission's Public Reference Room, 100 F Street, NE, 

Washington, DC 20549, on official business days between the hours of 10:00 am and 

3:00 pm.  Copies of such filing also will be available for inspection and copying at the 

principal office of CBOE Futures Exchange, LLC.  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 submissions should refer to File Number SR-CFE-2011-001 and should be 

submitted on or before [insert date 21 days from publication in the Federal Register]. 
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For the Commission, by the Division of Trading and Markets, pursuant to 

delegated authority.11 

      Secretary 

                                                 
11  17 CFR 200.30-3(a)(73). 
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Exhibit 4 

 
Set forth below are proposed changes to the rule text, with additions represented 

by underscoring and deletions represented by [bracketing]. 

CBOE Futures Exchange, LLC 
Rules 

 
* * * * * 

CFE Policy and Procedure III.  Resolution of Error Trades (Rule 416) 
 

A. – F. No change. 
 
G.  Busting Trades That Occur After a Regulatory Halt is Instituted 
 
As provided by Rule 417, trades in a Single Stock Future or in a Narrow-Based Stock 

Index Future made after the time an underlying regulatory halt is instituted and before 
trading has been resumed in the affected Security Future Contract are subject to 
cancellation or "bust" by the help desk. 

       
* * * * * 

CFE Policy and Procedure VII.  Security Futures Market Maker Registration 
Policy and Procedures 
 

A – B.  No change. 
 

C.  Market Maker Categories 
 
Exchange Rule 517(n) specifies two alternative ways for a Trading Privilege Holder or 
Authorized Trader to satisfy the requirement that a market maker hold itself out as being 
willing to buy and sell Security Futures for its own account on a regular or continuous 
basis.  Each Trading Privilege Holder or Authorized Trader seeking market maker 
designation must register for one of the following two market maker categories and will 
undertake to perform all of the obligations set forth in the elected category: 
 
Category 1. The market maker will provide continuous two-sided quotations 

throughout the trading day for all delivery months of Security Futures 
representing a meaningful proportion of the total trading volume on the 
Exchange from Security Futures in which that market maker is designated 
as a market maker, subject to relaxation during unusual market conditions 
as determined by the Exchange (such as a fast market in either a Security 
Future or a security underlying such Security Future) at which times such 
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market maker must use its best efforts to quote continuously and 
competitively; and when providing quotations, quotes for a minimum of 
one contract with a maximum bid/ask spread of no more than the greater 
of [$0.20] $5.00 or 150 percent of the bid/ask spread in the primary 
market for the security underlying each Security Future; or 

 
Category 2. The market maker will respond to at least 75 percent of the requests for 

quotations for all delivery months of Security Futures representing a 
meaningful proportion of the total trading volume on the Exchange from 
Security Futures in which that market maker is designated as a market 
maker, subject to relaxation during unusual market conditions as 
determined by the Exchange (such as a fast market in either a Security 
Future or a security underlying such Security Future) at which times such 
market maker must use its best efforts to quote competitively; and when 
responding to requests for quotation, quotes within five seconds for a 
minimum of one contract with a maximum bid/ask spread of no more than 
the greater of [$0.20] $5.00 or 150 percent of the bid/ask spread in the 
primary market for the security underlying each Security Future. 

 
For purposes of Categories 1 and 2 above, beginning on the 181st calendar 
day after the commencement of trading of Security Futures, a “meaningful 
proportion of the total trading volume on the Exchange from Security 
Futures in which that market maker is designated as a market maker” shall 
mean a minimum of 20 percent of such trading volume. 

 
D- E.  No change. 
 

CFE Policy and Procedure VIII.  Eligibility And Maintenance Criteria for Security 
Futures 
 
A.   Initial Listing Standards for Single Stock Futures 
 

1.  No change. 
 
B. Maintenance Standards for Single Stock Futures[.] 
 

1.  The Exchange will not open for trading any Single Stock Future that is physically 
settled with a new delivery month, and may prohibit any opening transactions in the 
Single Stock Future already trading, to the extent it deems such action necessary or 
appropriate, unless the underlying security meets each of the following maintenance 
requirements; provided that, if the underlying security is an ETF Share, TIR or Closed-
End Fund Share, the applicable requirements for initial listing of the related Single Stock 
Future (as described in A.1. above) shall apply in lieu of the following maintenance 
requirements: 
 

(i)  It must be registered under Section 12 of the Exchange Act. 
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(ii)  There must be at least 6,300,000 shares or receipts evidencing the underlying 

security outstanding that are owned by persons other than those who are required to 
report their security holdings pursuant to Section 16(a) of the Exchange Act. 

 
(iii)  There must be at least 1,600 security holders. 
 
(iv)  It must have had an average daily trading volume (across all markets in 

which the underlying security is traded) of least 82,000 shares or receipts evidencing 
the underlying security in each of the preceding 12 months. 

 
Requirement (iv) as Applied to Restructure Securities: 
 
If a Restructure Security is approved for a Security Futures product trading under the 
initial listing standards in Section A, the average daily trading volume history of the 
Original Equity Security (as defined in Section A) prior to the commencement of trading 
in the Restructure Security (as defined in Section A), including “when issued” trading, 
may be taken into account in determining whether this requirement is satisfied. 
 

(v)  [The market price per share of the underlying security has not closed below 
$3.00 on the previous trading day to the Expiration Day of the nearest expiring 
Contract on the underlying security. The market price per share of the underlying 
security will be measured by the closing price reported in the primary market in 
which the underlying security traded. 

 
Requirement (v) as Applied to Restructure Securities: 
 
If a Restructure Security is approved for Security Futures product trading under the 
initial listing standards in Section A, the market price history of the Original Equity 
Security prior to the commencement of trading in the Restructure Security, including 
“when-issued” trading, may be taken into account in determining whether this 
requirement is satisfied. 
 

(vi)]  If the underlying security is an ADR and was initially deemed appropriate 
for Security Futures product trading under paragraph (x)(b) or (x)(c) in Section A, the 
Exchange will not open for trading Security Futures products having additional 
delivery months on the ADR unless: 

 
2.  The Exchange will not open trading in a Single Stock Future with a new delivery 

month unless [: 
 

(i)  The issuer of the underlying security satisfies applicable Exchange Act 
reporting requirements, or corrects any failure within 30 days after the date the report 
was due to be filed; and 
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(ii)  T] the underlying security is listed on a National Securities Exchange or is 

principally traded through the facilities of a national securities association and is 
designated as an NMS security. 

 
3. – 4.  No change. 

 
C. – D.  No change. 
 
E. Eligibility for Listing Security Futures on Securities Approved for Options 

Trading 
 
As provided for in the Joint Order Modifying the Listing Standards Requirements Under 
Section 6(h) of the Exchange Act and the Criteria Under Section 2(a)(1) of the CEA 
issued by the Commission and the Securities Exchange Commission (Securities 
Exchange Act Release No. 61027 (November 19, 2009), 74 FR 61380 (November 24, 
2009), the Exchange may list security futures on any security that is eligible to underlie 
options traded on a national securities exchange. 
 

* * * * * 

Rule 417.  Regulatory Halts 
 

(a) Trading in a Single Stock Future shall be halted at all times that a “regulatory 
halt” (as defined in Commission Regulation § 41.1(1)) has been instituted for the security 
underlying such Single Stock Future. 
         

(b)  Trading in a Narrow-Based Stock Index Future shall be halted at all times that a 
“regulatory halt” (as defined in Commission Regulation § 41.1(1)) has been instituted for 
one or more of the securities that constitute 50% or more of the market capitalization of 
the “narrow-based security index” (as such term is defined in Section 1a(25) of the CEA) 
underlying such Narrow-Based Stock Index Future. 
 

(c) Trading in any Single Stock Futures contract (including any futures contract on an 
exchange-traded product) shall be halted whenever trading in the underlying security has 
been paused by the primary listing market.  Trading in such Single Stock Futures 
contracts may be resumed when the interests of a fair and orderly market are best served 
by a resumption of trading, which in no circumstances will be before the Exchange has 
received notification that the underlying security has resumed trading on at least one 
national securities exchange. 
 

(d)  For purposes of this Rule 417, a regulatory halt, as defined in Commission 
Regulation §41.1(l) shall be effective as of the time the "halt" is instituted by the national 
securities exchange or national securities association.  Accordingly, trades in a Single 
Stock Future or in a Narrow-Based Stock Index Future made after the time the underlying 
halt is instituted and before trading has been resumed in the affected Security Future 
Contract will be subject to cancellation or "bust" by the Exchange. 
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* * * * * 

Rule 517.  Customer Margin Requirements for Contracts that are Security Futures 
 

(a) - (m) No change.  
 
(n)  Exclusion for Market Makers. 
 

(i) No change.  
 
(ii) Each Market Maker shall: 

 
(A) – (B) No change. 
 
(C) hold itself out as being willing to buy and sell Security Futures for its own 

account on a regular or continuous basis.  

A Market Maker satisfies condition (C) above if: 
 

(1) such Market Maker: (x) provides continuous two-sided quotations 
throughout the trading day for all delivery months of Security Futures 
representing a meaningful proportion of the total trading volume on the 
Exchange from Security Futures in which that Market Maker is designated as 
a Market Maker, subject to relaxation during unusual market conditions as 
determined by the Exchange (such as a fast market in either a Security Future 
or a security underlying such Security Future) at which times such Market 
Maker must use its best efforts to quote continuously and competitively; and 
(y) when providing quotations, quotes with a maximum bid/ask spread of no 
more than the greater of [$0.20] $5.00 or 150% of the bid/ask spread in the 
primary market for the security underlying each Security Future; or 

 
(2) such Market Maker: (x) responds to at least 75% of the requests for 

quotation for all delivery months of Security Futures representing a 
meaningful proportion of the total trading volume on the Exchange from 
Security Futures in which that Market Maker is designated as a Market 
Maker, subject to relaxation during unusual market conditions as determined 
by the Exchange (such as a fast market in either a Security Future or a security 
underlying such Security Future) at which times such Market Maker must use 
its best efforts to quote competitively; and (y) when responding to requests for 
quotation, quotes within five seconds with a maximum bid/ask spread of no 
more than the greater of [$0.20] $5.00 or 150% of the bid/ask spread in the 
primary market for the security underlying each Security Future. 

 
For purposes of clauses (1) and (2) above, beginning on the 181st calendar 

day after the commencement of trading of Security Futures, a “meaningful 
proportion of the total trading volume on the Exchange from Security Futures 
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in which that Market Maker is designated as a Market Maker” shall mean a 
minimum of 20% of such trading volume. 

 
(iii) No change.  

 
* * * * * 
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Exhibit 5 

 
A copy of the certification submitted to the CFTC pursuant to Section 5c(c) of the 

Commodity Exchange Act with respect to the proposed rule change. 

 














