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To: CBOE Membership 
 
From: Office of the Chairman 
 
Date: December 1, 2003 
 
Re: CBOE  Initiatives 
 
In the next week, you will be receiving a description of a proposed new market model for 
equity options trading at CBOE.  As part of your consideration of this proposal, we want to 
provide you with background information on how this plan originated, was developed and 
attained the approval of the Board of Directors.  The following is a summary of the proposal’s 
history. 
 
With the launch of Hybrid in June of 2003 and the rollout of the system, the CBOE embarked 
on a new path to ensuring our competitiveness for the 21st century.  As the rollout progressed 
and its strengths became clear, CBOE began to receive inquiries from major firms on how 
they could maximize their participation in CBOE’s marketplace and concentrate more 
business here. 
 
On Friday, July 25, 2003, the Floor Directors and the Office of the Chairman met to discuss 
how to make CBOE the primary marketplace for listed options trading and how to facilitate 
access for these users in a way that would meet their business needs.  From that date until 
Tuesday, September 16th, when the proposal was first presented to the Board, the working 
group of the Floor Directors and Office of the Chairman held more than 19 meetings 
regarding these initiatives.  The Board of Directors at its September meeting endorsed the 
concept of an improved and enhanced market model and the working group was encouraged 
to continue its development efforts.   
 
Following the approval of the concept by the Board, the working group began meeting in 
sessions that excluded those Floor Directors with direct ties to national liquidity providing 
firms.  The Floor Directors and Office of the Chairman were in agreement that the details of 
the proposal needed to be developed by representatives of the membership without direct ties 
to potential e-DPMs.  
 
Between September 17th and October 29th, when the plan was first presented to the CBOE 
membership, the working group held more than ten formal meetings as well as numerous 
informal discussions during which the details of the plan were continuously discussed and 
refined.  This group conducted extensive modeling of plan projections, reviewed competitive 
analyses and debated details such as participation rights, fees, membership requirements, 
appointment procedures and the effect of payment for order flow on the new model.   
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Three public directors were added to the working group following the October Board 
meeting.  Since October 29th, this group has continued meeting regularly to resolve open 
issues and to prepare the proposal for your endorsement.  
 
The process by which these enhancements to our Exchange were developed has been 
intensively analytical.  The members of the working group have devoted the majority of their 
time to this project for the last several months.  We are confident that the proposal being 
presented is fair to the membership as a whole, justified for competitive reasons and will 
prove to be highly beneficial to the CBOE community. 
 
We are sending the details of the proposal to you this week.  Four membership meetings have 
been held regarding these initiatives.  An additional membership meeting has been 
scheduled for Monday, December 8, 2003 to give you the opportunity to ask any further 
questions you may have.  The meeting will be in the Members Lounge at 3:30 p.m.  The dial 
in number is 888-545-0687.  The passcode is MEMBERSHIP. 
 
We look forward to your review and endorsement of these initiatives. 
 
 
 
 
William J. Brodsky   Mark F. Duffy   Edward J. Joyce 
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