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April 24, 2015 
 
Christopher J. Kirkpatrick 
Secretary 
Commodity Futures Trading Commission 
Three Lafayette Centre 
1155 21st Street, N.W. 
Washington, D.C.  20581 
 

Re: CBOE Futures Exchange, LLC Rule Certification 
Submission Number CFE-2015-012 

 
Dear Mr. Kirkpatrick: 
 

Pursuant to Section 5c(c)(1) of the Commodity Exchange Act, as amended (“Act”), and 
§40.6(a) of the regulations promulgated by the Commodity Futures Trading Commission 
(“CFTC” or “Commission”) under the Act, CBOE Futures Exchange, LLC (“CFE” or 
“Exchange”) hereby submits a CFE rule amendment (“Amendment”) to add a rule regarding the 
opening process for CFE products and to make some related rule changes.  The Amendment will 
become effective on or after May 8, 2015, on a date to be announced by the Exchange through the 
issuance of a circular. 
 
 The Amendment adds CFE Rule 405B (Opening Process) to CFE’s Rulebook regarding 
the process for opening CFE products at the beginning of each business day and for re-opening 
CFE products within the same trading session, such as when there is a trading halt.  The aspects 
of CFE’s opening process which are described in Rule 405B include, among others: 
 

• the pre-opening period in which quotes, orders, order cancellations, and order 
modifications are accepted by CFE’s trading system but during which quotes and 
orders are not executable; 

 
• the dissemination of an opening rotation notice at the opening time for each CFE 

contract; 
 

• the opening rotation period during which CFE’s trading system disseminates 
expected opening price and size messages and determines the opening price and 
opening trades, if any, in a random order at fixed time intervals in each of the 
contracts for each CFE product; 

 
• the manner in which the opening price is determined for each contract; 

 
• the trade allocation method that applies during the opening process; 

 
• order submission limitations around the opening; 
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• additional provisions relating to re-openings and delayed openings that are applicable 
in relation market orders; and 

 
• opening conditions and the dissemination of messages in connection with the opening 

process. 
 
 The Amendment also includes the following related rule changes: 
 

• CFE is adding CFE Rule 170B (Threshold Width) to reference the location of the 
CFE rule provision with the definition of the term “Threshold Width” and is 
clarifying the definition of that term in paragraph (c) of Policy and Procedure I 
(Market Order Processing) of the Policies and Procedures section of the CFE 
Rulebook to further describe how a Threshold Width is measured.  A Threshold 
Width is the range between the highest bid and lowest offer in a contract as further 
described in that definition and is a parameter that is relevant to the processing of 
market orders under Policy and Procedure I and to the processing of spreads under 
Policy and Procedure II (Spread Order Processing). 

 
• CFE is amending CFE Rule 404A (Trade at Settlement Transactions) to make clear 

that Trade at Settlement (“TAS”) spreads are required to be for different expirations 
of the same Exchange product and that a Threshold Width is always deemed to exist 
and deemed not exceeded for TAS transactions because TAS transactions may only 
occur within a permissible price range. 

 
• CFE is amending CFE Rule 513A (Risk Controls) to clarify the time frame in which 

CFE’s price reasonability check function applies. 
 

• CFE is amending CFE Rule 1202 (Contract Specifications) to make clear that market 
orders for CBOE Volatility Index (“VIX”) futures contracts will be accepted by 
CFE’s trading system during all regular trading hours for the VIX futures contract. 

 
• CFE is amending CFE Policy and Procedure I to clarify one aspect of the market 

order processing function utilized by CFE’s trading system and to make clear that 
this function is not applicable to TAS transactions or during the opening or re-
opening process for a contract. 

 
• CFE is amending CFE Policy and Procedure II to clarify that a spread order may only 

include contracts for the same CFE product, that spread orders may not be submitted 
as market orders, and when a spread moves into an open state for trading.  CFE is 
also reflecting the removal of language that was to be added to Policy and Procedure 
II that would have allowed for the submission of immediate or cancel (IOC) spread 
orders.  CFE included this language in a prior rule certification but never made that 
language effective because CFE determined not to proceed with the system 
modification that would have allowed for the submission of IOC spread orders. 

 
 CFE believes that the Amendment is consistent with Designated Contract Market Core 
Principles 7 (Availability of General Information) and 9 (Execution of Transactions) under 
Section 5 of the Act because (i) the Amendment further describes and clarifies in CFE’s rules the 
manner of operation of CFE’s trading system and (ii) CFE believes that its opening process 
provides a competitive, open, and efficient mechanism for executing transactions that protects the 



 3

price discovery process of trading in CFE’s centralized market. 
 

CFE believes that the impact of the Amendment will be beneficial to the public and 
market participants.  CFE is not aware of any substantive opposing views to the Amendment.  
CFE hereby certifies that the Amendment complies with the Act and the regulations thereunder.  
CFE further certifies that CFE has posted a notice of pending certification with the Commission 
and a copy of this submission on CFE’s Web site (http://cfe.cboe.com/aboutcfe/rules.aspx) 
concurrent with the filing of this submission with the Commission. 

 
 The Amendment, marked to show additions in underlined text and deletions in 
[bracketed] text, consists of the following: 
 

* * * * * 
 

CBOE Futures Exchange, LLC Rules 
 

* * * * * 
 
CFE Rule 170B.  Threshold Width 
 
 The term “Threshold Width” has the meaning set forth in paragraph (c) of Exchange 
Policy and Procedure I. 
 

* * * * * 
 
CFE Rule 404A.  Trade at Settlement Transactions 
 
(a) - (d)  No changes. 
 
(e) If TAS spread transactions are permitted in a Contract, (i) the provisions of Exchange 
Policy and Procedure II relating to spread order processing shall be applicable to those 
transactions, except that (A) any TAS spreads are required to be two-legged spreads for different 
expirations of the same Exchange product where the ratio of the number of contracts in one leg to 
the number of contracts in the other leg is 1:1 and (B) paragraphs (a), (e)[(ii),] and ([f]h)(iii) of 
Exchange Policy and Procedure II shall not apply to TAS spread transactions and (ii) any TAS 
Block Trade spread transactions are required to be two-legged spreads where the ratio of the 
number of contracts in one leg to the number of contracts in the other leg is 1:1. 
 
(f) A Threshold Width is always deemed to exist and deemed not exceeded for TAS 
transactions because TAS transactions may only occur within a permissible price range. 
 

* * * * * 
 
CFE Rule 405B.  Opening Process 
 
(a) Pre-Opening Period.  The CBOE System disseminates a notice of the commencement of 
the pre-opening period (“Pre-Opening Notice”).  The pre-opening period is a period of time 
determined by the Exchange before the opening of trading in a Contract during which the CBOE 
System accepts quotes, Orders, Order cancellations and Order modifications in that Contract, 
subject to the limitations set forth in paragraph (f) below.  Quotes and Orders accepted by the 
CBOE System are not executable during the pre-opening period. 
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(b) Opening Rotation Notice.  Unless unusual circumstances exist, the CBOE System 
initiates an opening rotation procedure at the opening time for a Contract and disseminates an 
opening rotation notice (“Rotation Notice”) at that time. 
 
(c) Opening Rotation Period. 
 

(i) After the CBOE System initiates the opening rotation procedure and 
disseminates the Rotation Notice, the CBOE System enters into an opening rotation 
period. 

 
(ii) During the opening rotation period, the CBOE System calculates and 

disseminates the expected opening price and size for each Contract at specified intervals 
of time determined by the Exchange (referred to “EOP Messages”) if the order book for 
the Contract is crossed (the highest bid is higher than the lowest offer) or locked (the 
highest bid equals the lowest offer). 

 
(iii) During a time frame determined by the Exchange following the opening 

time, the CBOE System processes the Contracts for each Exchange product to determine 
the opening price and opening trade(s), if any, in each of these Contracts.  The processing 
of the Contracts for each Exchange product during this time frame occurs in a random 
order at fixed time intervals determined by the Exchange. 

 
(iv) The CBOE System will continue to accept quotes, Orders, Order 

cancellations, and Order modifications for a Contract for inclusion in the opening rotation 
procedure and continue to calculate and disseminate EOP Messages for a Contract until 
the opening price and opening trade(s), if any, in that Contract are determined. 

 
(d) Opening Price. 
 

(i) The opening price of a Contract is the “market-clearing” price that will 
leave bids and offers which cannot trade with each other. 

 
(A) If there are multiple prices at which the same number of 

contracts can trade, the opening price will be at a price that is closest to the mid-
point of the resulting bid-ask. 
 

(B) If there will be no resulting bid-ask, the opening price will be the 
limit price of the highest priced sell Order or quote that is participating in the 
opening trade(s). 

 
(C) If there will only be a resulting bid, with no resulting ask, the 

opening price will be the limit price of the lowest priced buy Order or quote that 
is participating in the opening trade(s). 

 
(D) If there will only be a resulting ask, with no resulting bid, the 

opening price will be the limit price of the highest priced sell Order or quote that 
is participating in the opening trade(s). 
 

A resulting bid and/or ask refers to the bid and/or ask that remains following the 
completion of the opening trade(s), if any, through the opening rotation procedure. 
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(ii) As the opening price is determined by Contract, the CBOE System 

disseminates the opening trade price, if any, and the opening bid and ask prices for that 
Contract. 

 
(d) Open Trading.  The opening rotation period for a Contract ends when the process to 
determine the opening price and opening trade(s), if any, for that Contract is completed.  The 
CBOE System then disseminates a notice of the commencement of open trading in the contract 
(“Open Trading Notice”) and the Contract moves into an open state for trading. 
 
(e) Rotation Allocation Method.  The allocation method for a Contract that applies during the 
opening rotation procedure is the same as the allocation method that otherwise applies to the 
Contract. 
 
(f) Order Submission Limitations Around Opening.  The CBOE System will not accept 
Market Orders in a Contract before the opening time for that Contract or during the thirty second 
time period following the opening time for that Contract.  The CBOE System will not accept Fill 
or Kill Orders or Immediate or Cancel Orders in a Contract until the Contract is in an open state 
for trading following the completion of the opening rotation period. 
 
(g) Re-openings and Delayed Openings. 
 

(i) The opening process set forth in this Rule 405B shall also be utilized 
whenever the Exchange reopens trading in a Contact within the same trading session or 
has a delayed opening.  For purposes of this Rule 405B, a delayed opening during which 
the opening process is completed more than thirty seconds following the opening time is 
referred to as a “Delayed Opening”. 

 
(ii) Since Market Orders may be present during the pre-opening period and 

opening rotation period for re-openings within a trading session or for Delayed Openings, 
the following additional provisions apply in relation to re-openings and Delayed 
Openings during the opening rotation procedure with respect to Market Orders: 

 
(A) In determining the priority of Orders and quotes to be traded, the 

CBOE System gives priority to Market Orders first ahead of limit Orders and 
quotes. 

 
(B) The CBOE System will not open a Contract if all or a portion of 

any Market Order is not able to execute against one or more opposite side quotes 
at or within the applicable Threshold Width at the time that the CBOE System 
attempts to process the Contract to determine the opening price and opening 
trade(s), if any, in the Contract.  If this condition occurs, the CBOE System will: 

 
(1) disseminate a request for quote (“RFQ”) if the size of the 

opposite side quote(s) is smaller than the size of the market order(s); and 
 
(2) not move the Contract into an open state for trading until 

the condition is no longer present or a determination is made to open the 
Contract pursuant to paragraph (h) below. 
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If the above condition occurs and a determination is made to open the Contract 
pursuant to paragraph (h) below, any Market Order that causes this condition will 
not be executed during the opening process.  The Market Order will be 
executable during open trading once any Order or quote for the Contract has been 
received by the CBOE System during open trading and if a Threshold Width 
exists in the Contract.  Policy and Procedure I will not be applicable with respect 
to the execution of the Market Order. 

 
(h) Opening Conditions.  If a condition is present within the CBOE System that prevents a 
Contract from moving into an open state for trading, the senior person in charge of the Help Desk 
may authorize moving the Contract into an open state for trading in the interest of a fair and 
orderly market or in the event of unusual market conditions. 
 
(i) Dissemination of Messages.  The dissemination of Pre-Opening Notices, Rotation 
Notices, EOP Messages, RFQs, and Open Trading Notices pursuant to this Rule 405B are made 
to market participants that have elected to receive this information. 
 
(j) Spreads.  The provisions of paragraphs (a) through (i) above do not apply to spreads. 
 

* * * * * 
 
CFE Rule 513A.  Risk Controls 
 
(a)  No changes. 
 
(b) Price Reasonability Checks.  The CBOE System shall in a manner determined by the 
Exchange reject (i) any buy order with a limit price if the limit price upon receipt of the order by 
the CBOE System is more than a designated amount above the prevailing best offer in the 
applicable Contract and (ii) any sell order with a limit price if the limit price upon receipt of the 
order by the CBOE System is more than a designated amount below the prevailing best bid in the 
applicable Contract.  The designated amounts for the price reasonability checks referenced in the 
preceding sentence shall be set forth in the rules governing the applicable Contract.  The price 
reasonability checks will apply during Trading Hours and will not apply prior to the opening or 
restart of trading [or prior to the restart of trading] in a Contract or during the opening or re-
opening process for a Contract pursuant to Rule 405B.  Except as provided in the following 
sentence, the price reasonability checks will apply to simple orders and will also apply to spread 
orders utilizing a derived spread market that is calculated from the disseminated market of each 
leg of the spread.  No price reasonability checks will apply to (i) stop limit orders, (ii) Trade at 
Settlement orders and (iii) simple buy orders when the prevailing offer is zero. 
 
(c) - (h)  No changes. 
 

* * * * * 
 
CFE Rule 1202.  Contract Specifications 
 
(a)  No changes. 
 
(b) Schedule and Prohibited Order Types.  The Exchange may list for trading up to nine 
near-term serial months and five months on the February quarterly cycle for the VIX futures 
contract.  The final settlement date for the VIX futures contract shall be on the Wednesday that is 
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thirty days prior to the third Friday of the calendar month immediately following the month in 
which the applicable VIX futures contract expires.  If the third Friday of the month subsequent to 
expiration of the applicable VIX futures contract is a CBOE holiday, the final settlement date for 
the contract shall be thirty days prior to the CBOE business day immediately preceding that Friday. 
 
The trading days for VIX futures are any Business Days the Exchange is open for trading. 
 
The trading hours for VIX futures contracts are set forth in the charts below, except that the 
trading hours in an expiring VIX futures contract end at 7:00 a.m. Chicago time on its final 
settlement date.  The trading hours for VIX futures contracts during extended trading hours and 
regular trading hours shall constitute a single trading session for a Business Day.  All times set 
forth in the charts below are in Chicago time. 
 
Trading Week with No Exchange Holiday.  Unless otherwise specified below in relation to 
Exchange holidays, the following schedule applies. 
 

Type of Trading Hours Monday Tuesday – Friday 
 

Extended 
 

 
5:00 p.m. (Sunday) to 8:30 a.m. 

   
3:30 p.m. (previous day) to 8:30 a.m. 

 
Regular 

 

 
8:30 a.m. to 3:15 p.m. 

 
8:30 a.m. to 3:15 p.m. 

 
Domestic Holidays Always Observed on Mondays.  The below schedule applies when the 
following domestic holidays are observed:  Martin Luther King, Jr. Day, Presidents’ Day, 
Memorial Day and Labor Day. 
 

Type of Trading Hours Monday Tuesday 
 

Extended 
 

 
5:00 p.m. (Sunday) to 10:30 a.m.* 

 
5:00 p.m. (Monday) to 8:30 a.m.  

 
 

Regular 
 

 
None 

 
8:30 a.m. to 3:15 p.m. 

 
 
Thanksgiving.  The below schedule applies when the Thanksgiving Day holiday is observed. 
 

Type of Trading Hours Thanksgiving Friday 
 

Extended 
 

3:30 p.m. (Wednesday) to 10:30 a.m.* 
 

 
5:00 p.m. (Thursday) to 8:30 a.m. 

 
Regular 

 
None 

 
8:30 a.m. to 12:15 p.m. 

 
 

 
Floating Holidays and Good Friday:  The below schedules apply when the following holidays 
are observed:  New Year’s Day, Good Friday, Independence Day (July 4) and Christmas Day.  If 
the holiday falls on a Saturday, the holiday will be observed on the previous day (Friday), except 
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for New Year’s Day.  If the holiday falls on a Sunday, the holiday will be observed on the next 
day (Monday).  The holidays specified in the below charts refer to the day on which the Exchange 
observes the applicable holiday.  The Exchange will typically close at 12:15 p.m. on July 3 (the 
day before Independence Day) and December 24 (Christmas Eve).  Holiday closures and 
shortened holiday trading hours will be announced by circular. 
 
If New Year’s Day or Christmas is on a Monday – Thursday: 
 

Holiday Type of Trading 
Hours 

Holiday Observed 
(Monday - Thursday) 

 
New Year’s Day and 

Christmas  
 

 
Extended 

 

 
5:00 p.m. (on holiday) to 8:30 a.m. (day after holiday) 

 

 
New Year’s Day and 

Christmas 
 

 
Regular 

 
8:30 a.m. to 3:15 p.m. (day after holiday) 

 
If Independence Day is on a Monday – Thursday: 
 

Type of Trading 
Hours 

July 4 July 5 

 
Extended 

 

 
5:00 p.m. (July 3) to 10:30 a.m.* 

 
5:00 p.m. (July 4) to 8:30 a.m. 

 
Regular 

 

 
None 

 
8:30 a.m. to 3:15 p.m. 

 
If the holiday is on a Friday, (except for the 2015 Good Friday Holiday Trading Session set 
forth in the chart below): 
 

Holiday Type of Trading 
Hours 

Holiday Observed 
(Friday) 

 
New Year’s Day, Good Friday, Independence Day and 

Christmas 
 

 
Extended 

 
None 

 
New Year’s Day, Good Friday, Independence Day, 

Christmas 
 

 
Regular 

 
None 

 
The 2015 Good Friday Holiday Trading Session is as follows: 
 

Calendar Day Trading Hours Type of Trading Hours 

Thursday, April 2, 2015 and 
Friday, April 3, 2015 

3:30 p.m. (Thursday) 
to 

8:15 a.m. (Friday) 
Extended 
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Calendar Day Trading Hours Type of Trading Hours 
Saturday, April 4, 2015 None None 

Sunday, April 5, 2015 and 
Monday, April 6, 2015 

5:00 p.m. (Sunday) 
to 

8:30 a.m. (Monday) 
Extended 

Monday, April 6, 2015 8:30 a.m. to 3:15 p.m. Regular 
 

*A holiday trading session includes extended trading hours on the calendar day of the holiday and 
any extended trading hours for the holiday on the previous calendar day.  For the 2015 Good 
Friday holiday trading session set forth above, trading on calendar days Thursday, April 2, 2015 
starting at 3:30 p.m., Friday, April 3, 2015, Sunday, April 5, 2015 and Monday, April 6, 2015 
shall all be part of Business Day Monday, April 6, 2015.  Holiday trading sessions are not 
separate Business Days and are part of the next Business Day.  Trading in VIX futures is halted 
between sessions of extended trading hours on the calendar day of a holiday.  For the 2015 Good 
Friday holiday trading session set forth above, trading in VIX futures will be halted and the 
CBOE System will be placed in a closed state between 8:15 a.m. on Friday, April 3, 2015 and 
5:00 p.m. on Sunday, April 5, 2015.  The CBOE System will complete the processing of trades 
that are in the course of being processed by the CBOE System prior to the start of such a halt 
period.  Since these halt periods are a regular feature for certain holiday trading sessions in VIX 
futures, they shall not be considered the declaration of a trading halt by the Exchange.  Trades in 
VIX futures made during a holiday trading session will be submitted for clearing for the next 
Business Day. 
 
The end of day submission cut-off time for all Orders, quotes, cancellations and Order 
modifications for VIX futures (other than for the expiring VIX future on its final settlement date) 
is 3:14:59 p.m. Chicago time; except that the end of day submission cut-off time on Friday, April 
3, 2015 shall be at 8:14:59 a.m.  Any Orders, quotes, cancellations or Order modifications 
submitted after the end of day submission cut-off time will be automatically rejected by the 
Exchange. 
 
Market Orders for VIX futures contracts will be accepted by the Exchange during regular trading 
hours for the VIX futures contract, including during the first thirty seconds of regular trading 
hours for the VIX futures contract.  Market Orders for VIX futures contracts will not be accepted 
by the Exchange during extended trading hours for the VIX futures contract or during any other 
time period outside of regular trading hours for the VIX futures contract.  Any Market Orders for 
VIX futures contracts received by the Exchange outside of regular trading hours for the VIX 
futures contract will be automatically rejected.1 
 
(c) - (s)  No changes. 
 

* * * * * 
 

CBOE Futures Exchange, LLC 
Policies and Procedures 

 
* * * * * 

                                                 
1 CFE Rule Certification Submission Number CFE-2015-008, which was submitted to the 
Commission on April 16, 2015 and is not yet effective, makes other changes to Rule 1202(b) 
which are unrelated to this Submission. 
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CFE Policy and Procedure I.  Market Order Processing 
 
(a) If a Threshold Width (as defined below) exists for a particular Contract, then the CBOE 
System will match any Market Order against resting Orders and quotes for such Contract at the 
best price then available, followed by Orders and quotes at the next best price, until such Market 
Order is fully executed or a Threshold Width no longer exists, whichever occurs first. 
 
(b) (i) If a Threshold Width does not exist for a particular Contract (including if any 
portion of a Market Order is not executed because a Threshold Width for such Contract no longer 
exists), then the CBOE System will hold any Market Order (or such portion) for such Contract in 
queue and send a request for quote (“RFQ”) to liquidity providers then providing quotes for such 
Contract. 
 

(ii) Any RFQ sent pursuant to clause (i) above will include the Contract quantity of 
the Market Order to which it relates, but will not specify whether such Order is a buy or sell 
Order.  Any and all quotes received in response to such RFQ will first be held in queue, and will 
then be executed against the Market Order to which they relate, in accordance with the following 
principles: 

 
(A) If, at any time during the RFQ response time (which the Exchange has 

specified as thirty seconds), the spread between the best available bid and offer for the 
relevant Contract narrows to or within the Threshold Width for such Contract, then the 
CBOE System will execute such Market Order against the quote or quotes entered in 
response to the RFQ and any other resting Orders, until such Market Order is fully 
executed or a Threshold Width no longer exists, whichever occurs first.  If any portion of 
the Market Order is not executed because a Threshold Width no longer exists, then the 
CBOE System will hold such portion in queue again and send another RFQ to the 
liquidity providers then providing quotes for such Contract. 

 
(B)(1) If the CBOE System receives a Limit Order on the same side of the 

market as such Market Order, such Limit Order could otherwise be executed against the 
best bid or offer then available and at least one quote within the Threshold Width for the 
relevant Contract has been received in response to such RFQ, then the CBOE System will 
execute such Market Order against such best bid or offer.  If no such quote has been 
received, then the CBOE System will execute such Limit Order ahead of such Market 
Order. 

 
(2) If one or more quotes received in response to such RFQ could be 

executed against such Market Order as well as against one or more Limit Orders that are 
already resting in the CBOE System at a particular price, then: 

 
(x) If the aggregate quantity of Contracts to which such quotes relate 

is equal to or greater than the aggregate quantity of such Market Order and Limit 
Orders, then all such Orders will be executed at the price of such Limit Orders. 

 
(y) If the aggregate quantity of Contracts to which such quotes relate 

is smaller than the aggregate quantity of such Market Order and Limit Orders, 
then such Market Order will be executed ahead of such Limit Orders, at a price 
that differs from the price of such Limit Orders by the minimum price fluctuation 
for the relevant Contract. 
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(C) If fifty percent of the liquidity providers then providing quotes for the 

relevant Contract have responded to such RFQ with quotes within the Threshold Width 
for such Contract, or the RFQ response time has expired and at least one quote within 
such Threshold Width has been received, whichever occurs first, then the CBOE System 
will execute such Market Order against Orders resting in the CBOE System.  For 
purposes of the percentage requirement set forth in the immediately preceding sentence, a 
quote received in response to an RFQ will count even if it is executed against an Order 
resting in the CBOE System before all quotes counting towards such percentage 
requirement have been received.  If a portion of the Market Order is not executed because 
a Threshold Width no longer exists, then the CBOE System will hold such portion in 
queue again and send another RFQ to the liquidity providers then providing quotes for 
such Contract. 

 
(iii) If a Market Order can be executed in accordance with the principles set forth in 

clause (ii) above and there are one or more Market Orders on the opposite side of the market, the 
CBOE System will execute such Orders at a price equal to the average of the prices of the best 
available bid and offer, provided such average price is a Threshold Width price. 

 
For purposes of this clause (iii), “Threshold Width price” means a price within the 

Threshold Width. 
 
(iv) If no quotes within the Threshold Width for the relevant Contract are received in 

response to an RFQ prior to the expiration of the RFQ response time and a Threshold Width does 
not exist, then the CBOE System will continue to hold the Market Order in queue and repeat the 
RFQ cycle. 

 
(v) If a Market Order is held in queue in accordance with this paragraph (b), 

subsequent Market Orders on the same side of the market for the same Contract are queued as 
well, to ensure that all such Market Orders are processed in time sequence. 

 
(vi) If trading in any Contract is halted while a Market Order for such Contract is 

held in queue in accordance with this paragraph (b), the CBOE System will hold such Order until, 
and execute it at, the next opening of trading in the relevant Contract; provided that any Day 
Order will be automatically purged if such opening does not occur on the same trading day. 

 
(c) The term “Threshold Width” means, with respect to a particular Contract, a bid and offer 
for a minimum size set forth in the rules governing such Contract and within the maximum width 
set forth in such rules.  A Threshold Width is measured as the range between the highest bid and 
lowest offer starting at the highest bid and going up to the lowest offer.  If this range is less than 
or equal to the Threshold Width amount, a Threshold Width is deemed to exist and not exceeded.  
If there is no bid, the bid is deemed to be zero for purposes of measuring the Threshold Width.  If 
there is no offer, a Threshold Width is deemed not to exist and is deemed to be exceeded.  If the 
order book is crossed (the highest bid is higher than the lowest offer) or locked (the highest bid 
equals the lowest offer), a Threshold Width is deemed to exist and not exceeded. 
 
(d) This Policy and Procedure does not apply to spreads, to Trade at Settlement transactions 
or during the opening or re-opening process for a Contract pursuant to Rule 405B. 
 
CFE Policy and Procedure II.  Spread Order Processing 
 



 12

 (a) The CBOE System will support the following types of Spread Orders: two-
legged spreads where the ratio of the number of Contracts in one leg to the number of Contracts 
in the other leg is 1:1 and 1:2; three-legged spreads where the ratio is 1:1:1 or 1:2:1; four-legged 
spreads where the ratio is 1:1:1:1; and any other spread type from time to time approved by the 
Exchange. 
 
 (b) A Spread Order may only include Contracts for the same Exchange product and 
may not include Contracts for different Exchange products. 
 
 ([b]c) The CBOE System will treat each Spread Order as a unique product for all 
purposes and will assign each a unique product identifier. 
 
 ([c]d) Spread Orders may not be submitted as Market Orders or with any of the 
contingencies set forth in Rule 404(h)[, except as an Immediate or Cancel Order]. 
 

(e) A spread moves into an open state for trading when the process to determine the 
opening price and opening trade(s), if any, for each leg of the spread is completed under Rule 
405B, subject to the following exception.  If the width of the prevailing market for any leg of a 
spread exceeds the applicable Threshold Width, the spread will not open for trading until such 
time that the width of the prevailing market for all legs of the spread do not exceed the applicable 
Threshold Width. 

 
([d]f) A Spread Order will be fully or partially executed against individual Orders or 

quotes in the legs of the spread that are residing in the CBOE System as long as (i) the Spread 
Order can be executed in full (or partially executed while maintaining the ratio of the Spread 
Order for the unexecuted portion) against the individual leg Orders and quotes residing in the 
CBOE System and (ii) the width of the prevailing market for each leg of the spread does not 
exceed the applicable Threshold Width for the relevant Contract. 

 
([e]g) A Spread Order will be fully or partially executed against an opposite side spread 

order that is residing in the CBOE System as long as (i) the Spread Order is not able, or is no 
longer able, to execute against individual leg Orders and quotes residing in the CBOE System 
pursuant to paragraph (d) above and (ii) the width of the prevailing market for each leg of the 
spread does not exceed the applicable Threshold Width for the relevant Contract. 

 
([f]h) Once a Spread Order is executed, the CBOE System will: 
 

(i) Disseminate to the Trading Privilege Holder or Authorized Trader that 
placed such Spread Order a fill report for the spread in its entirety and the individual legs; 

 
(ii) Submit the transaction to clearing as separate trades in the individual legs 

of the spread; and 
 
(iii) Disseminate last sale reports for the individual legs, with an indication 

that the last sale is part of a spread trade, to any information processor then employed by 
the Exchange. 
 
([g]i) The provisions of this Policy and Procedure II shall only apply to TAS 

transactions to the extent set forth in Rule 404A(e). 
 

* * * * * 
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Questions regarding this submission may be directed to Arthur Reinstein at (312) 786-

7570 or Eric Seinsheimer at (312) 786-8740.  Please reference our submission number CFE-
2015-012 in any related correspondence. 
 

CBOE Futures Exchange, LLC 

 
By: James F. Lubin 

 Senior Managing Director 
 
 


