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PARTIAL AMENDMENT 

Chicago Board Options Exchange, Incorporated (“CBOE” or the “Exchange”) 

submits this Amendment, constituting Amendment No. 1, to rule filing SR-CBOE-2016-

084 in which the Exchange proposes to amend its rules related to the Automated 

Improvement Mechanism (“AIM”).  The purpose of this Amendment No. 1 is to amend 

Form 19b-4 and Exhibit 1 to state that the Exchange believes that in addition to the 

simple order market the market for complex orders both within and outside of AIM is 

robust, and therefore it is appropriate to approve the AIM pilots on a permanent basis. 

For complex orders1 that are otherwise eligible for AIM (i.e., complex orders in a 

conforming ratio, as defined in Rule 6.53C(a)(1), that meet the complex order type, order 

origin code, class and marketability parameters as determined by the Exchange pursuant 

to Rule 6.74A.07), the AIM eligibility requirements of Rule 6.74A(a) apply in the same 

manner as they apply for simple orders.  Thus, a complex order may be executed via AIM 

at a net debit or net credit price provided, for example, that an Agency Order that is a 

complex order of 50 contracts or more (as determined by the size of the smallest leg) is 

stopped at the better of the NBBO or the Agency Order’s limit price (if the order is a 

limit order).2  Similarly, a complex order of less than 50 contracts (as determined by the 

size of the smallest leg) may be executed via AIM at a net debit or net credit price 

                                                 
1  A "complex order" is any order involving the execution of two or more different 
options series in the same underlying security occurring at or near the same time in a ratio 
that is equal to or greater than one-to-three (.333) and less than or equal to three-to-one 
(3.00) (or such lower ratio as may be determined by the Exchange on a class-by-class 
basis) and for the purpose of executing a particular investment strategy. For the purpose 
of applying the aforementioned ratios to complex orders comprised of both mini-option 
contracts and standard option contracts, ten (10) mini-option contracts will represent one 
(1) standard option contract. Only those complex orders with no more than the applicable 
number of legs, as determined by the Exchange on a class-by-class basis, are eligible for 
processing.  See Rule 6.53C(a)(1). 
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provided that the Agency Order is stopped at the better of (A) the NBBO price improved 

by one minimum price improvement increment, which increment shall be determined by 

the Exchange but may not be smaller than one cent; or (B) the Agency Order's limit price 

(if the order is a limit order).3 

In September 2016, there were 5,982 complex orders processed via AIM with an 

order size of 50 contracts or more (as determined by the size of the smallest leg), and 

there were 214,986 complex orders processed via AIM with an order size of less than 50 

contracts (as determined by the size of the smallest leg).  With regards to having no 

minimum size requirement for orders to be eligible for the auction, the Exchange believes 

small complex orders benefit from the price improvement offered by AIM in the same 

manner that small simple orders benefit from the price improvement offered by AIM; 

therefore it is appropriate to approve the AIM pilot on a permanent basis.  Additionally, 

from January 2015 through June 2015 there were less than two auctions ended early per 

month because of a quote lock.  Thus, for both simple orders and complex orders, due to 

the infrequency with which a quote lock terminates an AIM auction, permanent approval 

of the pilot program to end AIM auctions early when there is a quote lock on the 

Exchange will have a de minimis impact on the marketplace. 

The Exchange believes that in addition to the simple order market the complex 

order market both within and outside of AIM is robust, and therefore it is appropriate to 

approve the AIM pilots on a permanent basis. 

 

                                                                                                                                                 
2  See Rule 6.74A(a)(2).  
3  See Rule 6.74A(a)(3).  
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