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The self-regulatory organization must provide all required information, presented in a
clear and comprehensible manner, to enable the public to provide meaningful
comment on the proposal and for the Commission to determine whether the proposal
is consistent with the Act and applicable rules and regulations under the Act.

The Notice section of this Form 19b-4 must comply with the guidelines for publication
in the Federal Register as well as any requirements for electronic filing as published
by the Commission (if applicable). The Office of the Federal Register (OFR) offers
guidance on Federal Register publication requirements in the Federal Register
Document Drafting Handbook, October 1998 Revision. For example, all references to
the federal securities laws must include the corresponding cite to the United States
Code in a footnote. All references to SEC rules must include the corresponding cite
to the Code of Federal Regulations in a footnote. All references to Securities
Exchange Act Releases must include the release number, release date, Federal
Register cite, Federal Register date, and corresponding file number (e.g., SR-[SRO]
-xx-xx). A material failure to comply with these guidelines will result in the proposed
rule change being deemed not properly filed. See also Rule 0-3 under the Act (17
CFR 240.0-3)

The Notice section of this Form 19b-4 must comply with the guidelines for publication
in the Federal Register as well as any requirements for electronic filing as published
by the Commission (if applicable). The Office of the Federal Register (OFR) offers
guidance on Federal Register publication requirements in the Federal Register
Document Drafting Handbook, October 1998 Revision. For example, all references to
the federal securities laws must include the corresponding cite to the United States
Code in a footnote. All references to SEC rules must include the corresponding cite
to the Code of Federal Regulations in a footnote. All references to Securities
Exchange Act Releases must include the release number, release date, Federal
Register cite, Federal Register date, and corresponding file number (e.g., SR-[SRO]
-xx-xx). A material failure to comply with these guidelines will result in the proposed
rule change, security-based swap submission, or advance notice being deemed not
properly filed. See also Rule 0-3 under the Act (17 CFR 240.0-3)

Copies of notices, written comments, transcripts, other communications. If such
documents cannot be filed electronically in accordance with Instruction F, they shall be
filed in accordance with Instruction G.

Copies of any form, report, or questionnaire that the self-regulatory organization
proposes to use to help implement or operate the proposed rule change, or that is
referred to by the proposed rule change.

The full text shall be marked, in any convenient manner, to indicate additions to and
deletions from the immediately preceding filing. The purpose of Exhibit 4 is to permit
the staff to identify immediately the changes made from the text of the rule with which
it has been working.

The self-regulatory organization may choose to attach as Exhibit 5 proposed changes
to rule text in place of providing it in Iltem | and which may otherwise be more easily
readable if provided separately from Form 19b-4. Exhibit 5 shall be considered part
of the proposed rule change.

If the self-regulatory organization is amending only part of the text of a lengthy
proposed rule change, it may, with the Commission's permission, file only those
portions of the text of the proposed rule change in which changes are being made if
the filing (i.e. partial amendment) is clearly understandable on its face. Such partial
amendment shall be clearly identified and marked to show deletions and additions.
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Item 1. Text of the Proposed Rule Change

(a) Cboe Exchange, Inc. (the “Exchange” or “Cboe Options”) proposes to move
certain Rules in Chapter XXI of the currently effective Rulebook (“current Rulebook™),
which governs Government securities options, to proposed Section F of Chapter 4 of the
shell structure for the Exchange’s Rulebook that will become effective upon the migration
of the Exchange’s trading platform to the same system used by the Cboe Affiliated
Exchanges (as defined below) (“shell Rulebook™). The text of the proposed rule change is
provided in Exhibit 5.

(b) Not applicable.

() 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 October 1, 2019. The proposed rule change would
become operative on the date on which Cboe Options completes the migration of its trading
platform to the same system used by the Cboe Affiliated Exchanges (as defined below),
which is expected to occur on October 7, 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 Exchange, Inc., 400 South LaSalle, Chicago,

Illinois 60605.
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Item 3. Self-Regulatory Organization’s Statement of the Purpose of, and
Statutory Basis for, the Proposed Rule Change

(a) Purpose

In 2016, the Exchange’s parent company, Cboe Global Markets, Inc. (formerly named
CBOE Holdings, Inc.) (“Cboe Global”), which is also the parent company of Cboe C2
Exchange, Inc. (“C2”), acquired Cboe EDGA Exchange, Inc. (“EDGA”), Cboe EDGX
Exchange, Inc. (“EDGX” or “EDGX Options”), Cboe BZX Exchange, Inc. (“BZX” or “BZX
Options”), and Cboe BYX Exchange, Inc. (“BYX” and, together with Cboe Options, C2,
EDGX, EDGA, and BZX, the “Cboe Affiliated Exchanges™). The Cboe Affiliated Exchanges
are working to align certain system functionality, retaining only intended differences, between
the Cboe Affiliated Exchanges, in the context of a technology migration. Cboe Options
intends to migrate its trading platform to the same system used by the Cboe Affiliated
Exchanges, which the Exchange expects to complete on October 7, 2019. In connection with
this technology migration, the Exchange has a shell Rulebook that resides alongside its current
Rulebook, which shell Rulebook will contain the Rules that will be in place upon completion
of the Cboe Options technology migration.

The Exchange proposes to relocate certain rules in Chapter XXI, which govern
Government securities options, to proposed Section F of Chapter 4 in the shell Rulebook. The
Exchange notes that in addition to relocating certain rules regarding Government securities
options to proposed Section F of Chapter 4 in the shell Rulebook, the proposed rule change
deletes the rules from the current Rulebook. The proposed rule change relocates the rules as

follows:
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Proposed Rule

Current Rule

Introductory paragraph under Section F
heading

Introduction

4.50 Definitions

21.1 Definitions

4.51 Designation of Government
Security Options (Treasury Bonds and
Notes)

21.6 Designation of Government Security
Options (Treasury Bonds and Notes)

4.52 Approval of Underlying Treasury
Securities for Specific Coupon Options
(Treasury Bonds and Notes)

21.7 Approval of Underlying Treasury
Securities for Specific Coupon Options
(Treasury Bonds and Notes)

4.53 Terms of Treasury Security Options
(Treasury Bonds and Notes)

21.8 Terms of Treasury Security Options
(Treasury Bonds and Notes)

4.54 Series of Treasury Security Options
Open for Trading (Treasury Bonds and
Notes)

21.9 Series of Treasury Security Options
Open for Trading (Treasury Bonds and
Notes)

4.55 Special Rules for Treasury Bill
Options

21.31 Special Rules for Treasury Bill
Options

4.56 Wire Connections

21.2 Wire Connections

4.57 Trading Rotations

21.11 Trading Rotations

4.58 Priority of Bids and Offers

21.14 Priority of Bids and Offers

4.59 Limit Order Book for Government
Securities Options

21.18 Limit Order Book for Government
Securities Options

The proposed changes are of a non-substantive nature and will not amend the
relocated rules other than to update their rule numbers, conform paragraph structure' and

number/lettering format to that of the shell Rulebook, and make cross-reference changes to

! The Exchange notes that the paragraph structure for definitions listed under rules

in the shell Rulebook is in alphabetized format. Therefore, the same structure is
used under proposed Rule 4.50.
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shell rules. The Exchange notes that it removes the rule text under current Rule 21.2 (proposed
Rule 4.56) that states that (current) Rule 21.2 replaces Rule 4.3 because Rule 4.3 no longer
exists in the currently effect Rulebook.

(b) 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.? Specifically,
the Exchange believes the proposed rule change is consistent with the Section 6(b)(5)?
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 the Section 6(b)(5)*
requirement that the rules of an exchange not be designed to permit unfair discrimination
between customers, issuers, brokers, or dealers.

As stated, the proposed rule change makes no substantive changes to the rules. The
proposed rule change is merely intended to relocate the Exchange’s rules to the shell

Rulebook and update their numbers, paragraph structure, including number and lettering

2 15 U.S.C. 78f(b).
3 15 U.S.C. 78f(b)(5).
4 I_d
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format, and cross-references to conform to the shell Rulebook as a whole in anticipation of
the technology migration on October 7, 2019. As such, the proposed rule change is
designed to promote just and equitable principles of trade, 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, by improving the way the Exchange’s
Rulebook is organized, making it easier to read, and, particularly, helping market
participants better understand the rules of the Exchange, which will also result in less
burdensome and more efficient regulatory compliance.

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 not necessary or appropriate in furtherance of the purposes of the
Act. The proposed rule change is not intended as a competitive change, but rather, seeks to
make non-substantive rule changes in relocating the rules and updating cross-references to
shell rules in anticipation of the October 7, 2019 technology migration. The Exchange also
does not believe that the proposed rule change will impose any undue burden on
competition because the relocated rule text is exactly the same as the Exchange’s current
rules, all of which have all been previously filed with the Commission.

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.
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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 Act’ and Rule 19b-4(f)(6)° 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;
(i1) 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 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 proposed rule change will not significantly affect the protection of investors
and the public interest because it does not make any substantive changes to the Exchange
Rules, but merely relocates rules regarding Government securities options to the shell
Rulebook and updates update their numbers, paragraph structure, including number and
lettering format, and cross-references to conform to the shell Rulebook as a whole upon
the October 7, 2019 technology migration. The proposed non-substantive changes will
make the Exchange Rules easier to read and understand for all investors, benefiting

investors and the public interest by resulting in less burdensome and more efficient

5 15 U.S.C. 78s(b)(3)(A).
6 17 CFR 240.19b-4(f)(6).
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regulatory compliance upon migration. The proposed rule change will not impose any
significant burden on competition because it is merely relocating the current Exchange
Rules, all of which have been previously filed with the Commission, and makes no
substantive changes to the current rules. As stated, the proposed rule change is not intended
as a competitive filing but is instead intended to provide an organized and uniform shell
Rulebook to the benefit of all market participants upon migration.

For the foregoing reasons, this rule filing qualifies as a “non-controversial” rule
change under Rule 19b-4()(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 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.

The Exchange respectfully requests that the Commission waive the five-day pre-
filing requirement and the 30-day operative delay period after which a proposed rule
change under Rule 19b-4(f)(6) becomes effective so that the Exchange can restructure its
Rulebook as already approved by the Commission. As described above, the proposed rule
change merely relocates current rules into Section F of Chapter 4 of the shell Rulebook,
which will be effective upon migration on October 7, 2019. The proposed rule change
makes no substantive changes to any of the rules, thus, the proposed rule changes will have
no impact on trading on the Exchange, the operation of the Exchange, or any participant

requirements. The Exchange also notes that its participants have been notified of and
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preparing for the October 7, 2019 migration, and resulting Rulebook restructuring, since
April 5,2018.7 Finally, the Exchange notes that other Exchanges have relocated their rules

in a similar manner.®

The Exchange believes that relocating the rules regarding
Government securities options, which currently remain in Chapter XXI of the current
Rulebook, to proposed Section F of Chapter 4 of the shell Rulebook, as well as updating
their numbers, paragraph structure, including number and lettering format, and cross-
references to conform to the shell Rulebook will provide investors with a holistic Exchange
Rulebook upon migration. Therefore, the Exchange respectfully requests that the
Commission waive the five-day pre-filing requirement and the 30-day operative delay so
that the proposed rule change promptly becomes effective October 7, 2019 and avoids any
potential confusion by providing investors with a complete Exchange Rulebook upon the
completion of migration.

(c) Not applicable.

(d) Not applicable.

7 See Cboe Global Markets News Release (April 5, 2018), available at
http://ir.cboe.com/~/media/Files/C/CBOE-IR-V2/press-release/2018/pr-04-05-
2018.pdf; see also Securities Exchange Act Release No. 84739 (December 6, 2018),
83 FR 63952 (December 12, 2018) (SR-CBOE-2018-074) (which rule filing
adopted the shell Rulebook and indicated that rules would be relocated in
connection with the migration).

See, e.g., Securities and Exchange Act Release Nos. 82505 (January 16, 2018), 83
FR 3037 (January 22, 2018) (Nasdaq PHLX LLC; Notice of Filing and Immediate
Effectiveness of Proposed Rule Change To Relocate Price Improvement XL Rule)
(SR-Phlx-2018-06); and 84659 (November 27, 2018), 83 FR 62391 (Notice of
Filing and Immediate Effectiveness of Proposed Rule Change To Relocate the
Exchange's Options Exercise and Delivery Rules) (SR-BX-2018-056).


http://ir.cboe.com/%7E/media/Files/C/CBOE-IR-V2/press-release/2018/pr-04-05-2018.pdf
http://ir.cboe.com/%7E/media/Files/C/CBOE-IR-V2/press-release/2018/pr-04-05-2018.pdf
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Item 8. Proposed Rule Change Based on Rules of Another Self-Regulatory
Organization or of the Commission

The proposed rule change is not based on a rule either of another self-regulatory

organization of the Commission.

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 Pavment,
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 SA.  Proposed rule text — current Rulebook.

Exhibit 5B.  Proposed rule text — shell Rulebook.
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EXHIBIT 1

SECURITIES AND EXCHANGE COMMISSION

[Release No. 34- ; File No. SR-CBOE-2019-086]

[Insert date]

Self-Regulatory Organizations; Cboe Exchange, Inc.; Notice of Filing and Immediate
Effectiveness of a Proposed Rule Change Relating to Move Certain Rules in Chapter
XXI of the Currently Effective Rulebook (“Current Rulebook™), which Governs
Government Securities Options, to Proposed Section F of Chapter 4 of the Shell Structure
for the Exchange’s Rulebook that will Become Effective Upon the Migration of the

Exchange’s Trading Platform to the Same System Used by the Cboe Affiliated
Exchanges (as Defined Below) (“Shell Rulebook™)

Pursuant to Section 19(b)(1) of the Securities Exchange Act of 1934 (the “Act”),!
and Rule 19b-4 thereunder,? notice is hereby given that on [insert date], Cboe Exchange,
Inc. (the “Exchange” or “Cboe Options™”) filed with the Securities and Exchange
Commission (the “Commission”) the proposed rule change as described in Items I, II, and
IIT 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)(ii1)
of the Act® and Rule 19b-4(f)(6) thereunder.* 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 Exchange, Inc. (the “Exchange” or “Cboe Options™) proposes to move
certain Rules in Chapter XXI of the currently effective Rulebook (“current Rulebook™),

which governs Government securities options, to proposed Section F of Chapter 4 of the

! 15U.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(£)(6).
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shell structure for the Exchange’s Rulebook that will become effective upon the
migration of the Exchange’s trading platform to the same system used by the Cboe
Affiliated Exchanges (as defined below) (“shell Rulebook™). The text of the proposed
rule change is provided in Exhibit 5.

The text of the proposed rule change is also available on the Exchange’s website

(http://www.cboe.com/AboutCBOE/CBOELegalRegulatoryHome.aspx), at the Exchange’s

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

1I. 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

In 2016, the Exchange’s parent company, Cboe Global Markets, Inc. (formerly
named CBOE Holdings, Inc.) (“Cboe Global’), which is also the parent company of Cboe
C2 Exchange, Inc. (“C2”), acquired Cboe EDGA Exchange, Inc. (“EDGA”), Cboe EDGX
Exchange, Inc. (“EDGX” or “EDGX Options”), Cboe BZX Exchange, Inc. (“BZX” or
“BZX Options”), and Cboe BYX Exchange, Inc. (“BYX” and, together with Cboe Options,
C2, EDGX, EDGA, and BZX, the “Cboe Affiliated Exchanges”). The Cboe Affiliated

Exchanges are working to align certain system functionality, retaining only intended


http://www.cboe.com/AboutCBOE/CBOELegalRegulatoryHome.aspx

SR-CBOE-2019-086
Page 14 of 38

differences, between the Cboe Affiliated Exchanges, in the context of a technology
migration. Cboe Options intends to migrate its trading platform to the same system used by
the Cboe Affiliated Exchanges, which the Exchange expects to complete on October 7,
2019. In connection with this technology migration, the Exchange has a shell Rulebook that
resides alongside its current Rulebook, which shell Rulebook will contain the Rules that will
be in place upon completion of the Cboe Options technology migration.

The Exchange proposes to relocate certain rules in Chapter XXI, which govern
Government securities options, to proposed Section F of Chapter 4 in the shell Rulebook.
The Exchange notes that in addition to relocating certain rules regarding Government
securities options to proposed Section F of Chapter 4 in the shell Rulebook, the proposed
rule change deletes the rules from the current Rulebook. The proposed rule change relocates

the rules as follows:

Proposed Rule Current Rule

Introductory paragraph under Section F | Introduction

heading

4.50 Definitions 21.1 Definitions

4.51 Designation of Government
Security Options (Treasury Bonds and
Notes)

21.6 Designation of Government Security
Options (Treasury Bonds and Notes)

4.52 Approval of Underlying Treasury
Securities for Specific Coupon Options
(Treasury Bonds and Notes)

21.7 Approval of Underlying Treasury
Securities for Specific Coupon Options
(Treasury Bonds and Notes)

4.53 Terms of Treasury Security Options
(Treasury Bonds and Notes)

21.8 Terms of Treasury Security Options
(Treasury Bonds and Notes)

4.54 Series of Treasury Security Options
Open for Trading (Treasury Bonds and

21.9 Series of Treasury Security Options
Open for Trading (Treasury Bonds and
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Notes) Notes)

4.55 Special Rules for Treasury Bill 21.31 Special Rules for Treasury Bill
Options Options

4.56 Wire Connections 21.2 Wire Connections

4.57 Trading Rotations 21.11 Trading Rotations

4.58 Priority of Bids and Offers 21.14 Priority of Bids and Offers

4.59 Limit Order Book for Government | 21.18 Limit Order Book for Government
Securities Options Securities Options

The proposed changes are of a non-substantive nature and will not amend the
relocated rules other than to update their rule numbers, conform paragraph structure® and
number/lettering format to that of the shell Rulebook, and make cross-reference changes
to shell rules. The Exchange notes that it removes the rule text under current Rule 21.2
(proposed Rule 4.56) that states that (current) Rule 21.2 replaces Rule 4.3 because Rule
4.3 no longer exists in the currently effect Rulebook.

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

Section 6(b)(5)7 requirements that the rules of an exchange be designed to prevent

The Exchange notes that the paragraph structure for definitions listed under rules
in the shell Rulebook is in alphabetized format. Therefore, the same structure is
used under proposed Rule 4.50.

6 15 U.S.C. 78f(b).
7 15 U.S.C. 78(b)(5).
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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
the Section 6(b)(5)® requirement that the rules of an exchange not be designed to permit
unfair discrimination between customers, issuers, brokers, or dealers.

As stated, the proposed rule change makes no substantive changes to the rules.
The proposed rule change is merely intended to relocate the Exchange’s rules to the shell
Rulebook and update their numbers, paragraph structure, including number and lettering
format, and cross-references to conform to the shell Rulebook as a whole in anticipation
of the technology migration on October 7, 2019. As such, the proposed rule change is
designed to promote just and equitable principles of trade, 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, by improving the way the Exchange’s
Rulebook is organized, making it easier to read, and, particularly, helping market
participants better understand the rules of the Exchange, which will also result in less
burdensome and more efficient regulatory compliance.

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 not necessary or appropriate in furtherance of the purposes of the
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Act. The proposed rule change is not intended as a competitive change, but rather, seeks
to make non-substantive rule changes in relocating the rules and updating cross-
references to shell rules in anticipation of the October 7, 2019 technology migration. The
Exchange also does not believe that the proposed rule change will impose any undue
burden on competition because the relocated rule text is exactly the same as the
Exchange’s current rules, all of which have all been previously filed with the
Commission.

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.

111. 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 Act’ and Rule 19b-4(f)(6)'° 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

9 15 U.S.C. 78s(b)(3)(A).
10 17 CFR 240.19b-4()(6).
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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.

IVv. 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-CBOE-2019-086 on the subject line.

Paper comments:

o 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-CBOE-2019-086. 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
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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
submissions should refer to File Number SR-CBOE-2019-086 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.'!

Secretary

1 17 CFR 200.30-3(a)(12).
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EXHIBIT 5A

(additions are underlined; deletions are [bracketed])
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Rules of Cboe Exchange, Inc.
(currently effective)
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[CHAPTER XXI. GOVERNMENT SECURITIES OPTIONS]
[Introduction

The rules in this Chapter are applicable only to options where the underlying security is a
Government security (as defined below). Certain of these rules apply to all options on Government
securities; other rules, as indicated, apply only to options on Treasury notes and bonds; Rule 21.31
applies only to options on Treasury bills. In addition, the rules in Chapters I through XIX are also
applicable to options where the underlying security is a Government security, in some cases
supplemented by rules in this Chapter, except for rules that have been replaced in respect of
Government security options by rules in this Chapter and except where the context otherwise
requires. Whenever a rule in this Chapter supplements or, for purposes of this Chapter, replaces
rules in Chapters [-XIX, that fact is indicated following the rule in this Chapter.

Rule 21.1. Definitions
Government Security

(a) The term “Government security” means a bond, note, bill, or other evidence of indebtedness
that is a direct obligation of, or an obligation guaranteed as to principal or interest by, the United
States or a corporation in which the United States has a direct or indirect interest (except debt
securities guaranteed as to timely payment of principal and interest by the Government National
Mortgage Association). Securities issued or guaranteed by individual departments or agencies of the
United States are sometimes referred to by the title of the department or agency involved (e.g.,
“Treasury security” means a security issued by the United States Treasury).

Treasury Note

(b) The term “Treasury note” means a note issued by the U.S. Treasury with a term to maturity
of at least two years but no more than ten years at the time of original issuance.

Treasury Bond

(c) The term “Treasury bond” means a bond issued by the U.S. Treasury with a term to maturity
of more than ten years at the time of original issuance.

Put
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(d) The term “put” means an option under which the holder of the option has the right, in
accordance with the terms and provisions of the option, to sell to the Clearing Corporation the
principal amount of the underlying Government security covered by the option.

Call

(e) The term “call” means an option 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 principal
amount of the underlying Government security covered by the option.

Specific Coupon Option (Treasury Bonds and Notes)

® The term “specific coupon option” means an option having a specifically identified
underlying Government security, which is required to be delivered upon exercise.

Market Basket Option (Treasury Bonds and Notes)

(2) The term “market basket option” means an option having a designated hypothetical
underlying Government security bearing a nominal rate of interest and remaining term to maturity
in accordance with Rules designating the terms of the option, but where delivery upon exercise may
be made in underlying securities of the same issuer bearing various qualified rates of interest and
terms to maturity.

Exercise Price (Specific Coupon Option; Treasury Bonds and Notes)

(h) The term “exercise price” in respect of a specific coupon option means the specified
percentage of the principal amount at which the underlying Government security may be purchased
or sold upon the exercise of the option contract.

Nominal Exercise Price (Market Basket Option; Treasury Bonds and Notes)

(1) The term “nominal exercise price” in respect of a market basket option means the specified
percentage of the principal amount at which the hypothetical underlying Government security may
be purchased or sold upon the exercise of the option.

Aggregate Exercise Price (Specific Coupon Option; Treasury Bonds and Notes)

)] The term “aggregate exercise price” in respect of a specific coupon option means the
exercise price of an option contract multiplied by the principal amount of the underlying
Government security covered by the option.

Adjusted Aggregate Exercise Price (Market Basket Option; Treasury Bonds and Notes)

(k) The term “adjusted aggregate exercise price” in respect of a market basket option means the
nominal exercise price of the option, adjusted in accordance with Rule 21.24(b) to reflect the rate of
interest and remaining term to maturity of the underlying Government security actually delivered

upon exercise, multiplied by the principal amount of the underlying Government security delivered.



SR-CBOE-2019-086
Page 22 of 38

Covered

() The term “covered” in respect of a short position in a Government security call option
contract means that the writer holds in the same account on a principal for principal basis: (1) a long
position in underlying Government securities that qualify for delivery upon exercise; (2) a long
Government security call option position for the same underlying security as the short call position
where the expiration date of the long call position is the same as or subsequent to the expiration date
of the short call position and the exercise price(s) of the long call position is equal to or less than the
exercise price of the short call position; or (3) a custodial or Treasury security escrow receipt
meeting the conditions of Rule 21.25(f). The term “covered” in respect of a short position in a
Government security put option contract means that the writer holds in the same account on a
principal for principal basis: (1) a long Government security put option position for the same
underlying security as the short put position where the expiration date of the long put position is the
same as or subsequent to the expiration date of the short put position and the exercise price(s) of the
long put position is equal to or greater than the exercise price of the short put position or (2) a
Government security put guarantee letter meeting the conditions of Rule 21.25(f).

Rule 21.1 replaces corresponding definitions set forth in Rule 1.1.
Rule 21.2. Wire Connections

The Exchange will permit Trading Permit Holders to establish and maintain wire connections with
other Trading Permit Holders and non-Trading Permit Holders for the purpose of obtaining timely
information on price movements in Government securities on which options are dealt in on the
Exchange. Written notice of each such wire connection shall be promptly filed with the Exchange.
The Exchange may condition or terminate the use of any such wire connection if the Board (or a
Committee designated by the Board) deems such action to be necessary or appropriate in the
interest of maintaining a fair and orderly market or for the protection of investors.

Rule 21.2 replaces Rule 4.3.]

& sk ok sk ok

[Rule 21.6.  Designation of Government Security Options (Treasury Bonds and Notes)

Government security options dealt in on the Exchange are designated by reference to the issuer of
the underlying Government security, principal amount, expiration month (and year for the longest
term option series), exercise price or nominal exercise price, type (put or call), stated or nominal rate
of interest and stated date of maturity or nominal term to maturity (e.g. a specific coupon call option
expiring in March and having an exercise price of 96% of the $100,000 principal amount of a 13
3/8% Treasury bond that matures on August 15, 2001, is designated as a Treasury 13 3/8%—
8/15/01 March 96 call. A market basket call option expiring in March and having a nominal
exercise price of 68% of the $100,000 principal amount of a hypothetical 8% Treasury bond with a
15-year remaining term to maturity is designated as a Market basket Treasury 8%—15-year March
68 call).

Rule 21.6 replaces Rule 5.1.
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Rule 21.7. Approval of Underlying Treasury Securities for Specific Coupon Options (Treasury
Bonds and Notes)

Treasury securities may be approved as underlying securities for Exchange transactions in specific
coupon options by the Board (or the Committee designated by the Board) subject to such
requirements as to size of original issuance, aggregate principal amount outstanding, years to
maturity or other characteristics as the Board (or the Committee designated by the Board) deems
necessary or appropriate in the interest of maintaining a fair and orderly market or for the protection
of investors.

. . . Interpretations and Policies:

01 The original public sale of an underlying Treasury security shall be at least $1 billion
principal amount.

.02 In order to limit underlying Treasury securities for specific coupon options to the most
recently issued and actively traded issues, ordinarily the approval of such an underlying security
will only extend for a period of no more than 15 months from the date of its initial approval, and
series of options opened thereafter will relate to more recently issued Treasury securities; provided,
however, that such approval may be extended in the event of the reopening of the underlying
security by the Treasury, or in the event of issues where a reasonably active secondary market
exists. Further, even prior to the end of such 15-month period, the Board (or the Committee
designated by the Board) shall withdraw approval of an underlying Treasury security at any time if
it determines on the basis of information made publicly available by the Treasury that the security
has a public issuance of less than $750 million, excluding stripped securities.

.03 The Board (or the Committee designated by the Board) may determine, for any reason, to
withdraw approval of any Treasury securities as underlying securities; and, after any announcement
by the Exchange of any such withdrawal, each TPH organization shall, prior to effecting any option
transaction for a customer in such Treasury securities, inform such customer of that fact.

Amended June 18, 2010 (10-058).

.04  The Exchange may list Treasury bonds that have never been listed on the Exchange or have
been delisted when, based on information made publicly available by the Treasury, the bond has a
public issuance of $1 billion, excluding stripped securities.

Rule 21.7 and Interpretations and Policies 21.7.01, .02, .03 and .04 replace Rules 5.3 and 5.4.
Rule 21.8. Terms of Treasury Security Options (Treasury Bonds and Notes)

(a) General. A single Treasury security option covers $100,000 principal amount of the
underlying security. The expiration month and exercise price of Treasury security options of each
series shall be determined by the Board (or the Committee designated by the Board) at the time each
series of options is first opened for trading.

(b) Expiration Months. Unless the Board (or the Committee designated by the Board) otherwise
provides and so indicates at the post at which the option is traded, Treasury security options may
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expire at three-month intervals or in sequential monthly expiration. There may be up to five
expiration months, none further out than fifteen months.

(c) Exercise Price. The exercise price of each series of Treasury security options shall be fixed
at a percentage of principal amount which is an integral multiple of 0.5%. In the case of a specific
coupon Treasury security option, the exercise price so determined shall be reasonably close to the
percentage of principal amount at which the underlying security is traded in the primary market at
the time the series of options is first opened for trading. The exercise price of such additional series
will ordinarily be fixed at an integral multiple of 0.5%, but the Board (or the Committee designated
by the Board), upon two business days’ notice, may fix exercise prices at different intervals,
provided that all such exercise prices are reasonably close to the market prices of the underlying
securities. Notice of any additional series opened for trading shall be given. In the case of market
basket Treasury bond options, the exercise price so determined shall be a percentage of the principal
amount of a hypothetical underlying Treasury bond bearing an 8% nominal rate of interest and a 15-
year nominal term to maturity which results in a yield reasonably close to the highest market yield
of Treasury bonds qualified for delivery upon exercise in accordance with Rule 21.24(b), as
determined by the Exchange at the time the series of options is first opened for trading.

Rule 21.8 supplements Rule 5.5.
Rule 21.9. Series of Treasury Security Options Open for Trading (Treasury Bonds and Notes)

(a) Initial Series of Specific Coupon Options. The Board (or the Committee designated by the
Board) may open for trading specific coupon Treasury security options at any time following the
auction sale of the underlying security. At the time options are initially opened for trading on a
newly auctioned underlying Treasury security, series of options on that security for up to five
different expiration months will ordinarily be opened simultaneously, expiring in from 1 up to 15
months.

(b) Additional Series of Options to Reflect Price Changes. After a class of specific coupon
Treasury security options has been opened for trading in accordance with paragraph (a) of this Rule,
additional series of options of the same class may be opened to reflect substantial changes in prices
of the underlying Treasury securities.

(c) Market Basket Options. Market basket Treasury bond options may be opened for trading in
up to five expirations, expiring in from one to 15 months. Thereafter, additional series will be
opened expiring in the most distant month, to replace expiring short-term options. Additional series
will also be opened to reflect substantial changes in the yield of underlying Treasury bonds. Notice
of any such additional series opened for trading shall be given.

Rule 21.9 replaces paragraph (a) of Rule 5.6 and supplements Rule 5.6(b).]

% %k sk ok sk

[Rule 21.11. Trading Rotations
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(a) The opening rotation in each series of each class of Government securities options shall be
overseen by an Exchange employee designated as the Post Coordinator for Government securities
options and shall be held as promptly following availability of opening quotations on the quotation
display mechanism(s) approved by the Exchange as the Post Coordinator deems appropriate under
the circumstances. Generally, the Post Coordinator shall open first those series of a class with
respect to which the greatest buying and selling interest has been expressed (deferring opening
relatively inactive series); provided, however, that more than one series may be opened
simultaneously. These procedures may be altered or supplemented by the Board (or its designee).

(b) In the event that current quotations are not available for Government securities underlying a
class of specific coupon options or relating to a class of market basket options within a reasonable
time after 8:00 a.m. (Chicago time), the Post Coordinator for that class shall report the delay to a
Floor Official and an inquiry shall be made to determine the cause of the delay. The opening
rotation for Government securities options of that class shall be delayed until such current
quotations are available, unless two Floor Officials determine that the interests of a fair and orderly
market are best served by opening trading.

Rule 21.11 Rule 6.2.]
% sk ok sk ok
[Rule 21.14.  Priority of Bids and Offers

The following rules of priority shall be observed with respect to bids and offers for Government
securities options:

(a) Priority of bids. The highest bid shall have priority, but where two or more bids for the same
option contract represent the highest price, priority shall be afforded to such bids in the sequence in
which they are made.

(b) Priority of offers. The lowest offer shall have priority, but where two or more offers for the
same option contract represent the lowest price, priority shall be afforded to such offers in the
sequence in which they are made.

(c) Openings. Any order present at the post at least five (5) minutes prior to commencement of
the opening rotation for that series of Government securities options shall be entitled to participate
in the opening.

. . . Interpretations and Policies:
.01 Deleted January 31, 1986.
Rule 21.14 replaces Rules 6.45 and 6.46.]

% %k sk ok sk

[Rule 21.18.  Limit Order Book for Government Securities Options
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Notwithstanding any provision in the Rules to the contrary, there shall be no limit order book for
Government securities options. |

* %k *
[Rule 21.26.  Exchange Approval
Deleted October 25, 1983. See Rule 21.19A.
Rule 21.27.  Supervision of Accounts and Communications
Deleted October 25, 1983. See Rule 21.19A.
. . . Interpretations and Policies:
.01 Deleted October 25, 1983. See Rule 21.19A.
.02 Deleted October 25, 1983. See Rule 21.19A.
Rule 21.28.  Government Securities-Qualified Customer Personnel
Deleted October 25, 1983. See Rule 21.19A.
Rule 21.29.  Approval of Accounts
Deleted October 25, 1983. See Rule 21.19A.
. .. Interpretations and Policies:
.01 Deleted October 25, 1983. See Rule 21.19A.]
* %k k k *
[Rule 21.31.  Special Rules for Treasury Bill Options

(a) General. The foregoing rules of this Chapter XXI applicable to Government security options
shall apply equally to Treasury bill options except to the extent otherwise indicated.

(b) Definitions. The following definitions shall apply to Treasury bill options:

(1) The term “Treasury bill” means a non-interest bearing Government security issued by the
U.S. Treasury and sold at an original issue discount from par, with a term to maturity of not more
than 1 year at the time of original issuance.

(i1) The term “exercise price” means the specified annualized discounted price (expressed as a
percentage of the principal amount of the underlying Treasury bills) at which the underlying
Treasury bills may be purchased or sold upon exercise of the option.
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(iii)  The term “exercise discount” means the complement of the exercise price (100% - exercise
price = exercise discount).

(iv)  The term “adjusted aggregate exercise discount” means the exercise discount applicable to
the principal amount of Treasury bills covered by the option, adjusted to reflect the term to maturity
of the underlying Treasury bills. The adjusted aggregate exercise discount is calculated as follows:
(A) the exercise discount is multiplied by a fraction, the numerator of which is the number of days
to maturity of the longest maturity Treasury bills deliverable upon exercise of the option under the
rules of the Clearing Corporation, and the denominator of which is 360; (B) this amount (which is
the exercise discount adjusted to reflect the term to maturity of the underlying Treasury bills) is then
multiplied by the principal amount of the underlying Treasury bills covered by the option. For
example, if the exercise price of a 13-week (91-day) Treasury bill is 86, the adjusted exercise
discount is calculated by multiplying the exercise discount of 14% (100% - 86%) by 91/360,
resulting in an adjusted exercise discount of 3.539% (rounded to the nearest 0.001%). Multiplying
this percentage by $1,000,000 results in an adjusted aggregate exercise discount of $35,390.00.

(v) The term “aggregate exercise price” means the principal amount of underlying Treasury
bills covered by an option reduced by the adjusted aggregate exercise discount. In the example used
to illustrate the calculation of the adjusted aggregate exercise discount, the discount so calculated
($35,390.00) is subtracted from $1 million principal amount of Treasury bills covered by the 13-
week Treasury bill option, which results in an aggregate exercise price of $964,610.00.

(c) Terms of Treasury Bill Options.

(1) Unless the Board (or its designee) otherwise provides and so indicates at the post at which
the option is traded, Treasury bill options shall expire in the months of March, June, September and
December, and a series of options of a given expiration month shall generally be opened for trading
about 15 months prior to such expiration month.

(i1) The current market price of an underlying Treasury bill is calculated by multiplying (A) the
principal amount of the underlying Treasury bill by (B) a percentage calculated as follows, 100
minus (x) the highest asked yield quotation (in the case of a call) or (y) the lowest bid yield
quotation (in the case of a put) in the over-the-counter market as reported at or about the close of
trading on the preceding trading day by the quotation reporting system approved by the Clearing
Corporation under its rules governing the determination of the “daily underlying security marking
price,” adjusting such yield quotations to reflect the term to maturity of the underlying Treasury bill.

(1)  “Out of the money” is calculated by determining the amount by which the aggregate
exercise price of a call is greater than the current market price (calculated as provided above in this
rule) of the longest maturity underlying securities deliverable under the rules of the Clearing
Corporation, or the amount by which the aggregate exercise price of a put is less than the current
market price of the longest maturity underlying securities deliverable under the rules of the Clearing
Corporation.

(iv)  The exercise price of each series of Treasury bill options shall be fixed at a percentage of the
principal amount which is an integral multiple of 1%. Each time a series of Treasury bill options in
a new expiration month is introduced for trading, two or three different exercise prices will be
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established for that expiration month that are reasonably close to the annualized discounted price at
which the underlying Treasury bills are currently traded. Thereafter, additional series of Treasury
bill options may be opened in the expiration months previously opened for trading to reflect changes
in prices of the underlying Treasury bills. Ordinarily, new exercise prices will be fixed at intervals
of 1%, but different intervals may apply from time to time, depending upon market conditions and
the current price volatility of the underlying Treasury bills. Notice of each series of Treasury bill
options opened for trading shall be given.

(d) Premium Bids and Offers. Bids and offers for Treasury bill options shall be expressed to the
nearest 1/1000f 1% (nearest basis point) of an amount which is the principal amount of the
underlying Treasury bills multiplied by a fraction, the numerator of which is the number of weeks to
maturity of the specified underlying Treasury bill, and the denominator of which is 52. For example,
a bid of 1.15% for a 13-week Treasury bill option covering $1 million principal amount of
underlying Treasury bills means that the actual premium bid for the option will be $2,875.00
(1.15% x $1,000,000 x 13/52). Similarly, a bid of 1.15% for a 26-week Treasury bill option
covering $500,000 principal amount of underlying Treasury bills will also be $2,875.00 (1.15% %
$500,000 x 26/52).

(e) Exercise and Settlement. Although Treasury bill options are exercisable at any time prior to
their expiration, the settlement of exercise transactions takes place in accordance with the Rules of
the Clearing Corporation only on Thursday or Friday of each week. Options that are exercised
effective at the Clearing Corporation on or before Tuesday of each week will be settled on the
Thursday or Friday of that week, and options so exercised on or after Wednesday of each week will
be settled on the Thursday or Friday of the following week. The party obligated to make delivery of
underlying Treasury bills may choose whether to make delivery on the applicable Thursday or
Friday, but in either case the aggregate exercise price payable on settlement is determined as if
settlement were made on the applicable Thursday. Delivery of underlying Treasury bills upon
exercise of a 13-week Treasury bill option shall consist of the principal amount of underlying
Treasury bills covered by the option having a remaining term to maturity of 13 or fewer weeks from
settlement Thursday (which may be 13- week Treasury bills issued in that week’s auction or may be
previously issued 52, 26 or 13- week Treasury bills with 13 or fewer weeks remaining until
maturity). Delivery of underlying Treasury bills upon exercise of a 26-week Treasury bill option
shall consist of the principal amount of underlying Treasury bills covered by the option having a
remaining term to maturity of 26 or fewer weeks from settlement Thursday (which may be 26-week
Treasury bills issued in that week’s auction or may be previously issued 52, 26 or 13-week Treasury
bills with 26 or fewer weeks remaining until maturity). Notwithstanding the foregoing, the
aggregate exercise price payable upon the exercise of 13-week or 26-week Treasury bill options is
calculated on the basis of the delivery of 13-week or 26-week Treasury bills, respectively, with no
adjustment for delivery, as permitted under this Rule, of shorter maturity Treasury bills.

€3} Position Limits, Exercise Limits and Related Reports. The position limits and exercise limits
applicable to Treasury bill options under Rules 21.3 and 21.4, respectively, shall be, in each case,
$500 million principal amount of underlying 13-week Treasury bills and $250 million principal
amount of underlying 26-week Treasury bills. Reports of large positions required under Rules 4.13,
4.14 and 21.5 shall be required in the case of options covering $100 million or more principal
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amount of underlying 13-week Treasury bills and $50 million or more principal amount of
underlying 26-week Treasury bills.

(2) Obligations of Market-Makers. Without limiting the general obligation to deal for his own
account as required under Rule 8.7(a) and (b), a Market-Maker holding an appointment in Treasury
bill options, in the course of maintaining a fair and orderly market, is expected to bid and/or offer so
as to create differences of:

(1) no more than 10 basis points for each option for which the bid is less than one;
(i1) no more than 20 basis points for each option for which the bid is one or more but less than 5;

(i)  no more than 30 basis points for each option for which the bid is 5 or more but less than 10;
and

(iv)  no more than 40 basis points for each option for which the bid is 10 or more.

The above differentials apply only to the two nearest term series of each class of Treasury bill
options; for all longer term series the maximum bid/offer differentials are double those listed
above.]
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EXHIBIT 5B

(additions are underlined; deletions are [bracketed])
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Rules of Cboe Exchange, Inc.
(Effective October 7, 2019)
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CHAPTER 4. OPTIONS LISTING
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SECTION F. GOVERNMENT SECURITY OPTIONS

The rules in this Chapter 4, Section F are applicable only to options where the underlying security is
a Government security (as defined below). Certain of these rules apply to all options on Government
securities; other rules, as indicated, apply only to options on Treasury notes and bonds; Rule 4.56
applies only to options on Treasury bills. In addition, the rules in Chapters 1 through 15 are also
applicable to options where the underlying security is a Government security, in some cases
supplemented by rules in this Chapter 4, Section F, except for rules that have been replaced in respect
of Government security options by rules in this Chapter 4, Section F and except where the context
otherwise requires. Whenever a rule in this Chapter 4, Section F supplements or, for purposes of this
Chapter 4, Section F, replaces rules in Chapters 1 through 15, that fact is indicated following the rule
in this Chapter 4, Section F.

Rule 4.50. Definitions

Adjusted Aggregate Exercise Price (Market Basket Option: Treasury Bonds and Notes)

The term “adjusted aggregate exercise price” in respect of a market basket option means the nominal
exercise price of the option, adjusted in accordance with Rule 6.22(b) to reflect the rate of interest and
remaining term to maturity of the underlying Government security actually delivered upon exercise,
multiplied by the principal amount of the underlying Government security delivered.

Aggregate Exercise Price (Specific Coupon Option:; Treasury Bonds and Notes)

The term ‘“‘aggregate exercise price” in respect of a specific coupon option means the exercise price
of an option contract multiplied by the principal amount of the underlying Government security
covered by the option.

Call

The term “call” means an option 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 principal amount of the
underlying Government security covered by the option.
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Covered

The term “covered” in respect of a short position in a Government security call option contract means
that the writer holds in the same account on a principal for principal basis: (1) a long position in
underlying Government securities that qualify for delivery upon exercise; (2) a long Government
security call option position for the same underlying security as the short call position where the
expiration date of the long call position is the same as or subsequent to the expiration date of the short
call position and the exercise price(s) of the long call position is equal to or less than the exercise price
of the short call position; or (3) a custodial or Treasury security escrow receipt meeting the conditions
of Rule 10.12(f). The term “covered” in respect of a short position in a Government security put
option contract means that the writer holds in the same account on a principal for principal basis: (1)
a long Government security put option position for the same underlying security as the short put
position where the expiration date of the long put position is the same as or subsequent to the
expiration date of the short put position and the exercise price(s) of the long put position is equal to
or greater than the exercise price of the short put position or (2) a Government security put guarantee
letter meeting the conditions of Rule 10.12(f).

Rule 4.50 replaces corresponding definitions set forth in Rule 1.1.

Exercise Price (Specific Coupon Option:; Treasury Bonds and Notes)

The term “exercise price” in respect of a specific coupon option means the specified percentage of
the principal amount at which the underlying Government security may be purchased or sold upon
the exercise of the option contract.

Government Security

The term “Government security” means a bond, note, bill, or other evidence of indebtedness that is a
direct obligation of, or an obligation guaranteed as to principal or interest by, the United States or a
corporation in which the United States has a direct or indirect interest (except debt securities
guaranteed as to timely payment of principal and interest by the Government National Mortgage
Association). Securities issued or guaranteed by individual departments or agencies of the United
States are sometimes referred to by the title of the department or agency involved (e.g., “Treasury
security” means a security issued by the United States Treasury).

Market Basket Option (Treasury Bonds and Notes)

The term “market basket option” means an option having a designated hypothetical underlying
Government security bearing a nominal rate of interest and remaining term to maturity in accordance
with Rules designating the terms of the option, but where delivery upon exercise may be made in
underlying securities of the same issuer bearing various qualified rates of interest and terms to

maturity.

Nominal Exercise Price (Market Basket Option; Treasury Bonds and Notes)
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The term “nominal exercise price” in respect of a market basket option means the specified percentage
of the principal amount at which the hypothetical underlying Government security may be purchased
or sold upon the exercise of the option.

Put

The term “put” means an option under which the holder of the option has the right, in accordance
with the terms and provisions of the option, to sell to the Clearing Corporation the principal amount
of the underlying Government security covered by the option.

Specific Coupon Option (Treasury Bonds and Notes)

The term “‘specific coupon option” means an option having a specifically identified underlying
Government security, which is required to be delivered upon exercise.

Treasury Note

The term “Treasury note” means a note issued by the U.S. Treasury with a term to maturity of at least
two vears but no more than ten years at the time of original issuance.

Treasury Bond

The term “Treasury bond” means a bond issued by the U.S. Treasury with a term to maturity of more
than ten vears at the time of original issuance.

Rule 4.51. Designation of Government Security Options (Treasury Bonds and Notes)

Government security options dealt in on the Exchange are designated by reference to the issuer of the
underlying Government security, principal amount, expiration month (and year for the longest term
option series), exercise price or nominal exercise price, type (put or call), stated or nominal rate of
interest and stated date of maturity or nominal term to maturity (e.g. a specific coupon call option
expiring in March and having an exercise price of 96% of the $100,000 principal amount of a 13 3/8%
Treasury bond that matures on August 15, 2001, is designated as a Treasury 13 3/8%—8/15/01 March
96 call. A market basket call option expiring in March and having a nominal exercise price of 68%
of the $100,000 principal amount of a hypothetical 8% Treasury bond with a 15-year remaining term
to maturity is designated as a Market basket Treasury 8% —15-year March 68 call).

Rule 4.51 replaces Rule 4.1.

Rule 4.52. Approval of Underlying Treasury Securities for Specific Coupon Options
(Treasury Bonds and Notes)

Treasury securities may be approved as underlying securities for Exchange transactions in specific
coupon options by the Board (or the Committee designated by the Board) subject to such requirements
as to size of original issuance, aggregate principal amount outstanding, years to maturity or other
characteristics as the Board (or the Committee designated by the Board) deems necessary or
appropriate in the interest of maintaining a fair and orderly market or for the protection of investors.
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Interpretations and Policies:

.01 The original public sale of an underlying Treasury security shall be at least $1 billion principal
amount.

.02 In order to limit underlying Treasury securities for specific coupon options to the most recently
issued and actively traded issues, ordinarily the approval of such an underlying security will only
extend for a period of no more than 15 months from the date of its initial approval, and series of
options opened thereafter will relate to more recently issued Treasury securities; provided, however,
that such approval may be extended in the event of the reopening of the underlying security by the
Treasury, or in the event of issues where a reasonably active secondary market exists. Further, even
prior to the end of such 15-month period, the Board (or the Committee designated by the Board) shall
withdraw approval of an underlying Treasury security at any time if it determines on the basis of
information made publicly available by the Treasury that the security has a public issuance of less
than $750 million, excluding stripped securities.

.03 The Board (or the Committee designated by the Board) may determine, for any reason, to
withdraw approval of any Treasury securities as underlying securities; and, after any announcement
by the Exchange of any such withdrawal, each TPH organization shall, prior to effecting any option
transaction for a customer in such Treasury securities, inform such customer of that fact.

.04 The Exchange may list Treasury bonds that have never been listed on the Exchange or have been
delisted when, based on information made publicly available by the Treasury, the bond has a public
issuance of $1 billion, excluding stripped securities.

Rule 4.52 and Interpretations and Policies 4.52.01. .02, .03 and .04 replace Rules 4.3 and 4.4.

Rule 4.53. Terms of Treasury Security Options (Treasury Bonds and Notes)

(a) General. A single Treasury security option covers $100,000 principal amount of the underlying
security. The expiration month and exercise price of Treasury security options of each series shall be
determined by the Board (or the Committee designated by the Board) at the time each series of options
is first opened for trading.

(b) Expiration Months. Unless the Board (or the Committee designated by the Board) otherwise
provides and so indicates at the post at which the option is traded, Treasury security options may
expire at three-month intervals or in sequential monthly expiration. There may be up to five expiration
months, none further out than fifteen months.

(c) Exercise Price. The exercise price of each series of Treasury security options shall be fixed at a
percentage of principal amount which is an integral multiple of 0.5%. In the case of a specific coupon
Treasury security option, the exercise price so determined shall be reasonably close to the percentage
of principal amount at which the underlying security is traded in the primary market at the time the
series of options is first opened for trading. The exercise price of such additional series will ordinarily
be fixed at an integral multiple of 0.5%. but the Board (or the Committee designated by the Board),
upon two business days’ notice, may fix exercise prices at different intervals, provided that all such
exercise prices are reasonably close to the market prices of the underlying securities. Notice of any
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additional series opened for trading shall be given. In the case of market basket Treasury bond options,
the exercise price so determined shall be a percentage of the principal amount of a hypothetical
underlying Treasury bond bearing an 8% nominal rate of interest and a 15-year nominal term to
maturity which results in a yield reasonably close to the highest market yield of Treasury bonds
qualified for delivery upon exercise in accordance with Rule 6.22(b), as determined by the Exchange
at the time the series of options is first opened for trading.

Rule 4.53 supplements Rule 4.5.

Rule 4.54. Series of Treasury Security Options Open for Trading (Treasury Bonds and

Notes)

(a) Initial Series of Specific Coupon Options. The Board (or the Committee designated by the Board)
may open for trading specific coupon Treasury security options at any time following the auction sale
of the underlying security. At the time options are initially opened for trading on a newly auctioned
underlying Treasury security, series of options on that security for up to five different expiration
months will ordinarily be opened simultaneously, expiring in from 1 up to 15 months.

(b) Additional Series of Options to Reflect Price Changes. After a class of specific coupon Treasury
security options has been opened for trading in accordance with paragraph (a) of this Rule, additional
series of options of the same class may be opened to reflect substantial changes in prices of the
underlying Treasury securities.

(c) Market Basket Options. Market basket Treasury bond options may be opened for trading in up to
five expirations, expiring in from one to 15 months. Thereafter, additional series will be opened
expiring in the most distant month, to replace expiring short-term options. Additional series will also
be opened to reflect substantial changes in the yield of underlying Treasury bonds. Notice of any such
additional series opened for trading shall be given.

Rule 4.54 replaces paragraph (a) of Rule 4.6 and supplements Rule 4.6(b).]

Rule 4.55. Special Rules for Treasury Bill Options

(a) General. The foregoing rules of this Chapter 4, Section F applicable to Government security
options shall apply equally to Treasury bill options except to the extent otherwise indicated.

(b) Definitions. The following definitions shall apply to Treasury bill options:

(1) The term “Treasury bill” means a non-interest bearing Government security issued by the
U.S. Treasury and sold at an original issue discount from par, with a term to maturity of not
more than 1 vear at the time of original issuance.

(2) The term “exercise price” means the specified annualized discounted price (expressed as
a percentage of the principal amount of the underlying Treasury bills) at which the underlying
Treasury bills may be purchased or sold upon exercise of the option.

(3) The term “‘exercise discount” means the complement of the exercise price (100% - exercise
price = exercise discount).




SR-CBOE-2019-086
Page 35 of 38

(4) The term “‘adjusted aggregate exercise discount” means the exercise discount applicable
to the principal amount of Treasury bills covered by the option, adjusted to reflect the term to
maturity of the underlying Treasury bills. The adjusted aggregate exercise discount is
calculated as follows: (A) the exercise discount is multiplied by a fraction, the numerator of
which is the number of days to maturity of the longest maturity Treasury bills deliverable
upon exercise of the option under the rules of the Clearing Corporation, and the denominator
of which is 360; (B) this amount (which is the exercise discount adjusted to reflect the term
to maturity of the underlying Treasury bills) is then multiplied by the principal amount of the
underlying Treasury bills covered by the option. For example, if the exercise price of a 13-
week (91-day) Treasury bill is 86, the adjusted exercise discount is calculated by multiplying
the exercise discount of 14% (100% - 86%) by 91/360, resulting in an adjusted exercise
discount of 3.539% (rounded to the nearest 0.001%). Multiplying this percentage by
$1.000,000 results in an adjusted aggregate exercise discount of $35.390.00.

(5) The term “aggregate exercise price” means the principal amount of underlying Treasury
bills covered by an option reduced by the adjusted aggregate exercise discount. In the example
used to illustrate the calculation of the adjusted aggregate exercise discount, the discount so
calculated ($35,390.00) is subtracted from $1 million principal amount of Treasury bills
covered by the 13-week Treasury bill option, which results in an aggregate exercise price of
$964.610.00.

(c) Terms of Treasury Bill Options.

(1) Unless the Board (or its designee) otherwise provides and so indicates at the post at which
the option is traded, Treasury bill options shall expire in the months of March, June,
September and December, and a series of options of a given expiration month shall generally
be opened for trading about 15 months prior to such expiration month.

(2) The current market price of an underlying Treasury bill is calculated by multiplying (A)
the principal amount of the underlying Treasury bill by (B) a percentage calculated as follows,
100 minus (x) the highest asked yield quotation (in the case of a call) or (y) the lowest bid
yield quotation (in the case of a put) in the over-the-counter market as reported at or about the
close of trading on the preceding trading day by the quotation reporting system approved by
the Clearing Corporation under its rules governing the determination of the “daily underlying
security marking price,” adjusting such yield quotations to reflect the term to maturity of the
underlying Treasury bill.

(3) “Out of the money” is calculated by determining the amount by which the aggregate
exercise price of a call is greater than the current market price (calculated as provided above
in this rule) of the longest maturity underlying securities deliverable under the rules of the
Clearing Corporation, or the amount by which the aggregate exercise price of a put is less than
the current market price of the longest maturity underlying securities deliverable under the
rules of the Clearing Corporation.

(4) The exercise price of each series of Treasury bill options shall be fixed at a percentage of
the principal amount which is an integral multiple of 1%. Each time a series of Treasury bill
options in a new expiration month is introduced for trading, two or three different exercise
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prices will be established for that expiration month that are reasonably close to the annualized
discounted price at which the underlying Treasury bills are currently traded. Thereafter,
additional series of Treasury bill options may be opened in the expiration months previously
opened for trading to reflect changes in prices of the underlying Treasury bills. Ordinarily,
new exercise prices will be fixed at intervals of 1%, but different intervals may apply from
time to time, depending upon market conditions and the current price volatility of the
underlying Treasury bills. Notice of each series of Treasury bill options opened for trading

shall be given.

(d) Premium Bids and Offers. Bids and offers for Treasury bill options shall be expressed to the
nearest 1/1000f 1% (nearest basis point) of an amount which is the principal amount of the underlying
Treasury bills multiplied by a fraction, the numerator of which is the number of weeks to maturity of
the specified underlying Treasury bill, and the denominator of which is 52. For example, a bid of
1.15% for a 13-week Treasury bill option covering $1 million principal amount of underlying
Treasury bills means that the actual premium bid for the option will be $2.,875.00 (1.15% x
$1.000,000 x 13/52). Similarly, a bid of 1.15% for a 26-week Treasury bill option covering $500,000
principal amount of underlying Treasury bills will also be $2.875.00 (1.15% x $500,000 x 26/52).

(e) Exercise and Settlement. Although Treasury bill options are exercisable at any time prior to their
expiration, the settlement of exercise transactions takes place in accordance with the Rules of the
Clearing Corporation only on Thursday or Friday of each week. Options that are exercised effective
at the Clearing Corporation on or before Tuesday of each week will be settled on the Thursday or
Friday of that week, and options so exercised on or after Wednesday of each week will be settled on
the Thursday or Friday of the following week. The party obligated to make delivery of underlying
Treasury bills may choose whether to make delivery on the applicable Thursday or Friday, but in
either case the aggregate exercise price payable on settlement is determined as if settlement were
made on the applicable Thursday. Delivery of underlying Treasury bills upon exercise of a 13-week
Treasury bill option shall consist of the principal amount of underlying Treasury bills covered by the
option having a remaining term to maturity of 13 or fewer weeks from settlement Thursday (which
may be 13- week Treasury bills issued in that week’s auction or may be previously issued 52, 26 or
13- week Treasury bills with 13 or fewer weeks remaining until maturity). Delivery of underlying
Treasury bills upon exercise of a 26-week Treasury bill option shall consist of the principal amount
of underlying Treasury bills covered by the option having a remaining term to maturity of 26 or fewer
weeks from settlement Thursday (which may be 26-week Treasury bills issued in that week’s auction
or may be previously issued 52, 26 or 13-week Treasury bills with 26 or fewer weeks remaining until
maturity). Notwithstanding the foregoing, the aggregate exercise price payable upon the exercise of
13-week or 26-week Treasury bill options is calculated on the basis of the delivery of 13-week or 26-
week Treasury bills, respectively, with no adjustment for delivery, as permitted under this Rule, of
shorter maturity Treasury bills.

(f) Position Limits, Exercise Limits and Related Reports. The position limits and exercise limits
applicable to Treasury bill options under Rules 8.40 and 8.42(e), respectively, shall be, in each case,
$500 million principal amount of underlying 13-week Treasury bills and $250 million principal
amount of underlying 26-week Treasury bills. Reports of large positions required under Rules 8.43,
and 8.44 shall be required in the case of options covering $100 million or more principal amount of
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underlying 13-week Treasury bills and $50 million or more principal amount of underlying 26-week
Treasury bills.

(2) Obligations of Market-Makers. Without limiting the general obligation to deal for his own account
as required under Rule 5.51, a Market-Maker holding an appointment in Treasury bill options, in the
course of maintaining a fair and orderly market, is expected to bid and/or offer so as to create
differences of:

(1) no more than 10 basis points for each option for which the bid is less than one:

(2) no more than 20 basis points for each option for which the bid is one or more but less than
5;

(3) no more than 30 basis points for each option for which the bid is 5 or more but less than
10; and

(4) no more than 40 basis points for each option for which the bid is 10 or more.

The above differentials apply only to the two nearest term series of each class of Treasury bill
options; for all longer term series the maximum bid/offer differentials are double those listed
above.

Rule 4.56. Wire Connections

The Exchange will permit Trading Permit Holders to establish and maintain wire connections with
other Trading Permit Holders and non-Trading Permit Holders for the purpose of obtaining timely
information on price movements in Government securities on which options are dealt in on the
Exchange. Written notice of each such wire connection shall be promptly filed with the Exchange.
The Exchange may condition or terminate the use of any such wire connection if the Board (or a
Committee designated by the Board) deems such action to be necessary or appropriate in the interest
of maintaining a fair and orderly market or for the protection of investors.

Rule 4.57. Trading Rotations

(a) The opening rotation in each series of each class of Government securities options shall be
overseen by an Exchange employee designated as the Post Coordinator for Government securities
options and shall be held as promptly following availability of opening quotations on the quotation
display mechanism(s) approved by the Exchange as the Post Coordinator deems appropriate under
the circumstances. Generally, the Post Coordinator shall open first those series of a class with
respect to which the greatest buying and selling interest has been expressed (deferring opening
relatively inactive series); provided, however, that more than one series may be opened
simultaneously. These procedures may be altered or supplemented by the Board (or its designee).

(b) In the event that current quotations are not available for Government securities underlying a
class of specific coupon options or relating to a class of market basket options within a reasonable
time after 9:00 a.m., the Post Coordinator for that class shall report the delay to a Floor Official and
an inquiry shall be made to determine the cause of the delay. The opening rotation for Government
securities options of that class shall be delayed until such current quotations are available, unless
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two Floor Officials determine that the interests of a fair and orderly market are best served by
opening trading.

Rule 4.58. Priority of Bids and Offers

The following rules of priority shall be observed with respect to bids and offers for Government
securities options:

(a) Priority of bids. The highest bid shall have priority, but where two or more bids for the same
option contract represent the highest price, priority shall be afforded to such bids in the sequence in
which they are made.

(b) Priority of offers. The lowest offer shall have priority, but where two or more offers for the same
option contract represent the lowest price, priority shall be afforded to such offers in the sequence in
which they are made.

(c) Openings. Any order present at the post at least five minutes prior to commencement of the
opening rotation for that series of Government securities options shall be entitled to participate in

the opening.

Rule 5.48 replaces Rules 5.85.

Rule 4.59. Limit Order Book for Government Securities Options

Notwithstanding any provision in the Rules to the contrary, there shall be no limit order book for
Government securities options.
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