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Rule 521. Nullification and Adjustment of Options Transactions Including Obvious Errors

The Exchange may nullify a transaction or adjust the execution price of a transaction in accordance
with this Rule. However, the determination as to whether a trade was executed at an erroneous
price may be made by mutual agreement of the affected parties to a particular transaction. A trade
may be nullified or adjusted on the terms that all parties to a particular transaction agree, provided,
however, that such agreement to nullify or adjust must be conveyed to the Exchange in a manner
prescribed by the Exchange prior to 8:30 a.m. Eastern Time on the first trading day following the
execution. It is considered conduct inconsistent with just and equitable principles of trade for any
Member to use the mutual adjustment process to circumvent any applicable Exchange rule, the
Act or any of the rules and regulations thereunder.

(&) No change.

(b) Theoretical Price. Upon receipt of an obvious or catastrophic error notification (as described
below) and prior to any review of a transaction execution price, the “Theoretical Price” for the
option must be determined. For purposes of this Rule, if the applicable option series is traded on
at least one other options exchange, then the Theoretical Price of an option series is the last NBB
just prior to the trade in question with respect to an erroneous sell transaction or the last NBO just
prior to the trade in question with respect to an erroneous buy transaction unless one of the
exceptions in sub-paragraphs (b)(1) through (3) below exists. For purposes of this provision, when
a single order received by the Exchange is executed at multiple price levels, the last NBB and last
NBO just prior to the trade in question would be the last NBB and last NBO just prior to the
Exchange’s receipt of the order. The Exchange will rely on this paragraph (b) and Interpretation
and Policy .04 of this Rule when determining Theoretical Price.

(1) - (2) No change.

(3) Wide Quotes.
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(A) The Exchange will determine the Theoretical Price if the bid/ask differential
of the NBB and NBO for the affected series just prior to the erroneous transaction was equal to or
greater than the Minimum Amount set forth below and there was a bid/ask differential less than
the Minimum Amount during the 10 seconds prior to the transaction. If there was no bid/ask
differential less than the Minimum Amount during the 10 seconds prior to the transaction then the
Theoretical Price of an option series is the last NBB or NBO just prior to the transaction in
question, as set forth in paragraph (b) above.

Bid Price at Time of Trade Minimum Amount

Below $2.00 $0.75

$2.00 to $5.00 $1.25
Above $5.00 to $10.00 $1.50
Above $10.00 to $20.00 $2.50
Above $20.00 to $50.00 $3.00
Above $50.00 to $100.00 $4.50
Above $100.00 $6.00

(B) Customer Transactions Occurring Within 10 Seconds or Less After an
Opening or Re-Opening:

(i) The Exchange will determine the Theoretical Price if the bid/ask
differential of the NBB and NBO for the affected series just prior to the Customer’s erroneous
transaction was equal to or greater than the Minimum Amount set forth in paragraph A above
and there was a bid/ask differential less than the Minimum Amount during the 10 seconds prior
to the transaction.

(ii) If there was no bid/ask differential less than the Minimum Amount
during the 10 seconds prior to the transaction, then the Exchange will determine the Theoretical
Price if the bid/ask differential of the NBB and NBO for the affected series just prior to the
Customer’s erroneous transaction was equal to or greater than the Minimum Amount set forth in
paragraph A above and there was a bid/ask differential less than the Minimum Amount anytime
during the 10 seconds after an opening or re-opening.

(iii) If there was no bid/ask differential less than the Minimum Amount
during the 10 seconds following an Opening or Re-Opening, then the Theoretical Price of an
option series is the last NBB or NBO just prior to the Customer transaction in question, as set
forth in paragraph (b) above.

(iv) Customer transactions occurring more than 10 seconds after an
opening or re-opening are subject to paragraph A above.
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(c) Obvious Errors.

(1) — (3) No change.

(4) Adjust or Bust. If it is determined that an Obvious Error has occurred, the Exchange
shall take one of the actions listed below. Upon taking final action, the Exchange shall promptly
notify both parties to the trade electronically or via telephone.

(A) Non-Customer Transactions. Where neither party to the transaction is a
Customer, the execution price of the transaction will be adjusted by the Official pursuant to the
table below. Any non-Customer Obvious Error exceeding 50 contracts will be subject to the Size
Adjustment Modifier defined in sub-paragraph (a)(4) above.

Theoretical Price Buy Transaction Sell Transaction
(TP) Adjustment — TP Plus  Adjustment — TP Minus
Below $3.00 $0.15 $0.15
At or above $3.00 $0.30 $0.30

(B) Customer Transactions. Where at least one party to the Obvious Error is a
Customer, the execution price of the transaction will be adjusted by the Official pursuant to the
table immediately above. Any Customer Obvious Error exceeding 50 contracts will be subject to
the Size Adjustment Modifier defined in subparagraph (a)(4) above. However, if such
adjustment(s) would result in an execution price higher (for buy transactions) or lower (for sell
transactions) than the Customer’s limit price, the trade will be nullified, subject to sub[]paragraph
(C) below.
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