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PARTIAL AMENDMENT 

Cboe Exchange, Inc. (“Cboe Options” or the “Exchange”) submits this 

Amendment, constituting Amendment No. 1, to rule filing SR-CBOE-2022-041 (the “Rule 

Filing”), in which the Exchange proposes to amend Rule 5.34(b) related to price protections 

and risk controls for complex orders.  This Amendment No. 1 adds additional explanation 

to the Rule Filing and makes minor corrections to footnotes but makes no material changes 

to the Rule Filing nor substantive changes to the proposal. 

The Exchange proposes to make a correction to footnote 3 on page 4 of the Form 

19b-4 and footnote 5 on page 17 of Exhibit 1, which incorrectly states that “a butterfly spread 

also has comparatively fewer legs (three, as compared to a box spread, which has four legs) 

that contain the same strike and expiration”, to correctly state that “a butterfly spread also 

has comparatively fewer legs (three, as compared to a box spread, which has four legs) that 

contain the same expiration and different strikes”. 

The Exchange proposes to add additional explanation by way on of an example on 

page 5 of the Form 19b-4 and page 17 of Exhibit 1 to the sentence that reads “That is, it is 

rare that market participants desire to sell such strategies at a price of zero.”, so that the 

sentence reads: “That is, it is rare that market participants desire to sell such strategies at a 

price of zero, which the Exchange believes could occur, for example, in the infrequent case 

of liquidation of a position.” The Exchange also proposes to provide additional explanation 

by adding footnote 4 on page 5 of the Form 19b-4 and footnote 6 on page 17 of Exhibit 1 to 

the end of the aforementioned sentence that provides: 

The Exchange notes that the proposed price check does not extend to zero-

priced vertical or butterfly sell spread orders, and therefore, such sell orders 

will continue to be permitted to rest on the COB.  
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The Exchange proposes to make a correction to footnote 4 (footnote 5, as amended) 

on page 5 of the Form 19b-4 and footnote 6 (footnote 7, as amended) on page 17 of Exhibit 

1, which incorrectly states that “From its analysis of such orders submitted from January 

2022 through July 2022, the Exchange identified that approximately only 1.3% of the 

approximately 177 million zero-priced buy vertical and butterfly spread orders submitted to 

rest in the COB received fills (including any in-part fills)”, to correctly state that “From its 

analysis of such orders submitted from January 2022 through July 2022, the Exchange 

identified that approximately only 1.3% of the approximately 177 million zero-priced buy 

vertical and butterfly spread contracts, of the approximately 6.5 million orders submitted to 

rest in the COB, were filled.” 

The Exchange proposes to add additional explanation by adding footnote 8 on page 

7 of the Form 19b-4 and footnote 10 on page 19 of Exhibit 1, appended to the end of the 

sentence that states “The proposed price check requires zero-priced vertical and butterfly buy 

spread orders to be designated only as IOC or Direct to PAR  to ensure that such orders are 

either executed against marketable orders immediately (in whole or in part) and then 

cancelled without resting in the COB or sent to directly to a PAR workstation for manual 

handling by a Floor Broker—that is, also without resting in the COB”, that provides: 

The Exchange additionally notes that, while a zero-bid vertical or butterfly 

spread order may be, and may continue to be, submitted as part of a paired 

order (i.e., as a cross on the trading floor or in a Complex Automated 

Improvement Mechanism (“C-AIM”)), in a review of vertical and butterfly 

spread orders submitted to C-AIM from January 2021 through August 2022, 

the Exchange did not identify any such orders submitted to C-AIM at a price 
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of zero. 

The Exchange proposes to add additional explanation on page 7 of the Form 19b-4 

and page 19 of Exhibit 1 following the sentence that states “Additionally, the proposed rule 

change allows a zero-priced vertical and butterfly buy spread order to initiate a COA, only 

if such order is auctioned via PAR”, that provides: 

As stated above, there may be limited cases in which participants desire to 

sell a zero-priced vertical or butterfly spread, and therefore, the Exchange 

does not wish to foreclose possible, albeit infrequent, opportunities for 

execution of such orders with these strategies. 

The Exchange proposes to make minor updates to certain sentences to provide 

additional emphasis as to the limited cases in which zero-priced buy vertical and butterfly 

strategy orders may be legitimately priced. Specifically, the Exchange amends the sentence 

on pages 7 and 8 of the Form 19b-4 and pages 19 and 20 of Exhibit 1 that states “By 

allowing zero-priced vertical and butterfly buy spread orders to be submitted only as IOC 

or for manual handling, including manual submission into a COA, the proposed rule change 

continues to provide execution opportunities for orders with these strategies that are 

legitimately priced at zero, while preventing a significant number of these orders from 

overwhelming the COB, many of which the Exchange believes do not have legitimate 

prices”, to instead state that “By allowing zero-priced vertical and butterfly buy spread 

orders to be submitted only as IOC or for manual handling, including manual submission 

into a COA, the proposed rule change continues to provide execution opportunities for 

orders with these strategies in the case that they are legitimately priced at zero, while 

preventing a significant number of these orders from overwhelming the COB, many of 
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which the Exchange believes do not have legitimate prices.” The Exchange amends the 

sentence on page 11 of the Form 19b-4 and page 23 of Exhibit 1 that states “By allowing 

zero-priced vertical and butterfly buy spread orders to be submitted only as IOC or for 

manual handling, including manual submission to COA, the proposed rule change 

continues to provide execution opportunities for these strategy orders, while preventing an 

influx of such orders from inundating the COB”, to instead state that “By allowing zero-

priced vertical and butterfly buy spread orders to be submitted only as IOC or for manual 

handling, including manual submission to COA, the proposed rule change continues to 

provide execution opportunities in the limited cases in which these strategy orders may be 

legitimately priced, while preventing an influx of such orders from inundating the COB.” 

The Exchange amends the sentence on page 12 of the Form 19b-4 and page 24 of Exhibit 

1 that states “The proposed price protection will benefit investors and the marketplace 

generally by preventing significant numbers of resting zero-priced vertical and butterfly 

buy spread orders from overwhelming the COB, many of which are likely not legitimately 

priced, while continuing to provide execution opportunities for such orders that are 

legitimately priced at zero via the IOC instruction or manual handling”, to instead state that 

“The proposed price protection will benefit investors and the marketplace generally by 

preventing significant numbers of resting zero-priced vertical and butterfly buy spread 

orders from overwhelming the COB, many of which are likely not legitimately priced, 

while continuing to provide execution opportunities for such orders that, in limited cases, 

are legitimately priced at zero via the IOC instruction or manual handling.” 

This Amendment No. 1 makes no material changes to the Rule Filing.  Amendment 

No. 1 simply corrects a minor error regarding the definition of a butterfly spread and a 
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accuracy of a description of the Exchange’s analysis and adds additional explanation to the 

proposal in connection with the limited cases in which certain zero-priced buy strategy 

orders may by legitimately priced and how such orders may be submitted as a paired order 

and the Exchange’s review of such paired orders, as well as makes minor updates to certain 

sentences to provide additional emphasis as to the limited cases in which zero-priced buy 

vertical and butterfly strategy orders may be legitimately priced. As such, Amendment No. 

1 makes no material changes to the Rule Filing nor substantive changes to the proposal. 

Therefore, the Exchange does not believe a full notice and comment period is necessary, 

and thus believes accelerated approval is appropriate. 




