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V. Conclusion
It is therefore ordered, pursuant to
Section 19(b)(2) of the Act,11 that the
proposed rule change (SR–BSE–2008–
07) be, and it hereby is, approved on an
accelerated basis.
For the Commission, by the Division of
Trading and Markets, pursuant to delegated
authority.12
Florence E. Harmon,
Deputy Secretary.
[FR Doc. E8–3167 Filed 2–20–08; 8:45 am]
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Pursuant to section 19(b)(1) of the
Securities Exchange Act of 1934
(‘‘Act’’),1 and Rule 19b–4 thereunder,2
notice is hereby given that on January
14, 2008, the Chicago Board Options
Exchange, Incorporated (‘‘CBOE’’ or
‘‘Exchange’’) filed with the Securities
and Exchange Commission
(‘‘Commission’’) a proposed rule change
as described in Items I, II, and III below,
which Items have been prepared
substantially by CBOE. The Commission
is publishing this notice to solicit
comments on the proposed rule change
from interested persons.
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I. Self-Regulatory Organization’s
Statement of the Terms of Substance of
the Proposed Rule Change
The Exchange proposes to amend its
rules regarding complex orders. The text
of the proposed rule change is available
at CBOE, the Commission’s Public
Reference Room, and http://
www.cboe.com/legal.
II. Self-Regulatory Organization’s
Statement of the Purpose of, and
Statutory Basis for, the Proposed Rule
Change
In its filing with the Commission,
CBOE 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
11 Id.
12 17

CFR 200.30–3(a)(12).
U.S.C. 78s(b)(1).
2 17 CFR 240.19b–4.
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in Item IV below. CBOE 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
The Exchange is proposing to amend
its priority provisions contained in
CBOE Rules 6.45, 6.45A and 6.45B to
provide that a complex order may be
executed at a net debit or credit price
with another member without giving
priority to equivalent bids (offers) in the
individual series legs that are
represented in the public customer limit
order book, provided that one leg of the
complex order betters the corresponding
bid (offer) in the public customer limit
order book by at least the amount
determined by the Exchange on a classby-class basis. The amount shall be
either (i) one minimum trading
increment (i.e., $0.10, $0.05 or $0.01, as
applicable) or (ii) a $0.01 increment.3
Currently the rules provide that one
leg of a complex order must better the
corresponding bid (offer) in the public
customer limit order book by at least
one minimum trading increment.4 The
Exchange believes that changing the
rule to permit the minimum amount to
be $0.01 would provide additional
flexibility to better facilitate the orderly
execution of complex orders, and would
provide additional opportunities and
incentives for members to provide price
improvement to complex orders.5
2. Statutory Basis
The Exchange believes the proposed
rule change is consistent with section
6(b) of the Act,6 in general, and furthers
3 Additionally,

the Exchange is proposing to make
two non-substantive changes to Rule 6.45B(b) in
order to conform the text of that rule to Rule
6.45A(b). Specifically, the Exchange is replacing the
phrase ‘‘the trading crowd’’ with the phrase ‘‘open
outcry’’ in Rule 6.45B(b) and inserting the phrase
‘‘at a net debit or credit price’’ in Rule 6.45B(b)(ii).
4 The rules also provide that a complex order may
be executed at the same derived net price as other
individual series legs represented in the trading
crowd, which for purposes of the complex order
priority provision includes broker-dealer orders
resting in the electronic book and electronic quotes
of Market-Makers.
5 Currently, for example, if a complex order
spread market is quoted on a net debit/credit basis
at $0.90 to $1.10 and there are orders represented
in the public customer limit order book in the
individual series at each of the respective prices,
the complex order may only be executed with
another member at a net price of $0.95 to $1.05.
Under the proposed revisions, a complex order may
be executed at a net price of $0.91 to $1.09,
permitting price improvement at net prices ranging
from $0.91–$0.94 and $1.06–$1.09.
6 15 U.S.C. 78f(b).

PO 00000

Frm 00094

Fmt 4703

Sfmt 4703

9609

the objectives of section 6(b)(5) of the
Act,7 in particular, in that it is designed
to prevent fraudulent and manipulative
acts and practices, promote just and
equitable principles of trade, remove
impediments to and perfect the
mechanisms of a free and open market
and a national market system, and, in
general, protect investors and the public
interest.
B. Self-Regulatory Organization’s
Statement on Burden on Competition
CBOE 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.
C. Self-Regulatory Organization’s
Statement on Comments on the
Proposed Rule Change Received From
Members, Participants, or Others
No written comments were either
solicited or received with respect to the
proposed rule change.
III. Date of Effectiveness of the
Proposed Rule Change and Timing for
Commission Action
Within 35 days of the date of
publication of this notice in the Federal
Register or within such longer period (i)
as the Commission may designate up to
90 days of such date if it finds such
longer period to be appropriate and
publishes its reasons for so finding or
(ii) as to which CBOE consents, the
Commission will:
(A) By order approve such proposed
rule change, or
(B) Institute proceedings to determine
whether the proposed rule change
should be disapproved.
IV. 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 rulecomments@sec.gov. Please include File
Number SR–CBOE–2008–03 on the
subject line.
Paper Comments
• Send paper comments in triplicate
to Nancy M. Morris, Secretary,
Securities and Exchange Commission,
7 15
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100 F Street, NE., Washington, DC
20549–1090.
All submissions should refer to File
Number SR–CBOE–2008–03. 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 Web site (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 from the
public in accordance with the
provisions of 5 U.S.C. 552, will be
available for inspection and copying in
the Commission’s Public Reference
Room, 100 F Street, NE., Washington,
DC 20549, on official business days
between the hours of 10 a.m. and 3 p.m.
Copies of the filing also will be available
for inspection and copying at the
principal office of CBOE. 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–
2008–03 and should be submitted on or
before March 13, 2008.
For the Commission, by the Division of
Trading and Markets, pursuant to delegated
authority.8
Florence E. Harmon,
Deputy Secretary.
[FR Doc. E8–3197 Filed 2–20–08; 8:45 am]

I. Self-Regulatory Organization’s
Statement of the Terms of Substance of
the Proposed Rule Change
The Exchange proposes to amend its
rules regarding the application of
participation entitlements to orders
executed electronically on the CBOE
Hybrid Trading System (‘‘Hybrid
system’’). The text of the proposed rule
change is available on the Exchange’s
Web site (http://www.cboe.org/Legal) at
the CBOE’s Office of the Secretary, and
at the Commission’s Public Reference
Room.
II. 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.
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notice is hereby given that on February
6, 2008, the Chicago Board Options
Exchange, Incorporated (‘‘CBOE’’ or the
‘‘Exchange’’) filed with the Securities
and Exchange Commission
(‘‘Commission’’) the proposed rule
change as described in Items I, II, and
III below, which Items have been
substantially prepared by the Exchange.
The Commission is publishing this
notice to solicit comments on the
proposed rule change from interested
persons.

Pursuant to section 19(b)(1) of the
Securities Exchange Act of 1934
(‘‘Act’’) 1 and Rule 19b–4 thereunder,2
8 17

CFR 200.30–3(a)(12).
U.S.C. 78s(b)(1).
2 17 CFR 240.19b–4.
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CBOE Rules 6.45A and 6.45B govern
priority and allocation of trades on the
Hybrid system for equity options and
index/ETF options, respectively.
Paragraph (a) of both rules sets forth the
manner in which incoming electronic
orders are allocated (the rules are
substantially similar). Within paragraph
(a) there is a ‘‘menu’’ of matching/
priority possibilities that allows for
greater customization in creating an
allocation structure for option classes
trading on the Hybrid system.
Essentially, the first step is to select a
base matching algorithm. The choices
are price-time priority (in which
allocations are based on the time of
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receipt of order/quotes at the best price),
pro-rata priority (in which allocations
are based on the size of the quotes/
orders at the best price), or CBOE’s
Ultimate Matching Algorithm (which
takes into account the number of
participants quoting at the NBBO and
the size of those quotes and orders).
After a base matching algorithm is
selected, the Exchange may utilize
optional priority overlays that would be
applied on a trade before the matching
algorithm was used to allocate an order.
The optional priority overlays may be
applied in any sequence determined by
the appropriate Procedure Committee
(subject to certain restrictions set forth
in the Rules). The overlays are public
customer priority (self-explanatory),
market turner priority (in which priority
goes to the participant that turned/
improved the market to that price
point), and a Market-Maker
participation entitlement (in which
Market-Makers and/or Designated
Primary Market-Makers (‘‘DPMs’’),
e-DPMs, and Lead Market-Makers
(‘‘LMMs’’) receive special allocations up
to certain percentage maximums).
Currently, participation entitlements
may be established for Hybrid electronic
executions pursuant to different
Exchange rules. More specifically,
CBOE Rule 8.13 allows for the
establishment of a participation
entitlement for Preferred Market-Makers
(in which an order sender may
designate a ‘‘preferred’’ Market-Maker
for an order and if that Market-Maker is
quoting at the Exchange’s best bid/offer
at the time the order is received, it will
receive the designated participation
entitlement). CBOE Rule 8.87 allows for
a designated participation entitlement
applicable to the DPM in the class (or
the DPM and the e-DPMs combined, if
there are e-DPMs in the class), if the
DPM is quoting at the Exchange best
bid/offer at the time the order is
received. CBOE Rule 8.15B is virtually
identical to Rule 8.87 except that it
applies to LMMs.
This proposed rule change proposes
to allow for more than one participation
entitlement to be activated for an option
class (for purposes of electronic trading
on the Hybrid system under Rules 6.45A
and 6.45B), including in different
priority sequences, provided that no
more than one entitlement could be
applied on any given trade. Thus, the
Exchange could set up an allocation
structure that contemplates using both
the Preferred Market-Maker entitlement
and the DPM or LMM entitlement
(DPMs and LMMs cannot be assigned to
the same class) with different priority
positions. For example, a class could be
designated as a pro-rata class with the
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