
 
 

Information Circular IC08-116 
 

To: Membership 
From: Membership Department 
Date: July 17, 2008 
Re: Interim Trading Permit Application and Allocation Process 
________________________________________________________________________ 
 
The SEC has approved the Interim Trading Permit (ITP) Plan that was approved by member vote on May 
19, 2008 and described in SR-CBOE-2008-40.  The purpose of this circular is to advise all interested 
parties on the key terms of the ITP program, how to apply for ITPs and how they will be issued. 
 
The ITP Plan allows for CBOE to issue up to 50 ITPs if it determines that there are insufficient 
transferable memberships available for lease at that time at a rate reasonably related to the Indicative 
Lease Rate,1 and that it would be in the interest of fair and orderly markets to provide additional trading 
access.  The Exchange has determined that these conditions exist at present.  Accordingly, CBOE will 
issue ITPs on July 24, 2008 in the manner described below. 
 
Key Terms of the ITP Issuance 
 

• CBOE will make available for issuance up to 50 ITPs.  If applications for fewer than 50 ITPs are 
received by the deadline for the submission of applications for this ITP issuance, CBOE will issue 
ITPs to all applicants and hold the remaining ITPs in reserve. 

• If applications for more than 50 ITPs are received, CBOE will commence with an electronic 
lottery to allocate all 50 ITPs.  

• All approved and/or effective members and member firms, including temporary members, are 
eligible to apply for the lottery. 

• Allocated ITPs will be issued in the name of the applicant – an individual in the case of an 
individual applicant or a member firm in the case of a member firm applicant.  If an ITP is issued 
to a member firm, the member firm will be able to move different nominees on and off the ITP as 
needed.  An ITP issued to an individual may be used by that individual only; however, an 
individual ITP holder may transfer the ITP to a member firm with which the individual is 
associated.  ITPs are not otherwise transferable or available for sub-lease by the applicant, and 
cannot be bartered or sold. 

• ITPs may be terminated by the holder and returned to the CBOE at the holder’s request, subject to 
the procedures described here. 

• Unless an ITP is terminated by the holder, the ITP shall remain in effect until the earlier of one of 
the following events:  (i) a transaction is consummated pursuant to which either the Exchange is 
converted into a stock corporation or memberships in the Exchange are converted into stock, (ii) 

                                                 
1 For purposes of the plan, the indicative lease rate is defined as the highest clearing firm floating monthly 

rate of the clearing firms that facilitate at least 10% of the transferable membership leases.  The "clearing firm floating 
monthly rate" is the floating rate that a clearing firm designates, in connection with transferable membership leases 
that the clearing firm assisted in facilitating, for leases that utilize that monthly rate. 
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the ITP is terminated as a result of regulatory action by the Exchange, or (iii) the Exchange 
terminates all ITPs through a rule filing approved by the SEC. 

• ITPs shall have no interest in the assets or property of the Exchange, and shall have no right to 
share in any distribution by the Exchange. 

• ITPs do not convey any rights to vote on Exchange ownership issues, including any issue relating 
to the exercise right, the demutualization of CBOE, or any conversion of assets of the Exchange. 

• It is the Exchange's current intention to set the monthly ITP fee for each month at the end of the 
preceding month and to base that fee on the same Indicative Lease Rate calculation that has been 
used to compute the access fee for temporary members. 

• Once issued, ITP holders must notify the Exchange, in writing or by email, by the fifteenth of the 
month, or the previous business day if the fifteenth falls on a weekend or holiday, if they do not 
wish to retain the ITP for the following month.  Otherwise, the member will be billed for the full 
amount of the ITP fee for the following month.  There are no refunds once the fee has been billed. 

• CBOE will not negotiate with any ITP holder on the ITP fee. 
• ITP holders will also be assessed the monthly member dues or minimum monthly hybrid quoting 

fee. 
 
Application for ITPs 
 
Beginning at 8:00 a.m. on Monday, July 21, 2008, the CBOE will begin accepting applications for ITPs.  
Those wishing to apply must complete and submit the on-line form available at http://www.cboe.org/ITP, 
or by visiting the cboe.org homepage, clicking on the graphic entitled Interim Trading Permit Interest, and 
completing the on-line form.  Each applicant must list the name of the applicant (individual or firm) and 
any affiliated individuals or firms that are also applying for ITPs (to the extent that the applicant is aware 
of, or reasonably can determine, the identity of such affiliated applicants).  Contingent applications will 
not be accepted (i.e., an applicant may not demand a full allocation of their request or none, or submit a 
request for an ITP that is conditioned on whether another party is also allocated an ITP.)  An individual 
may apply for only one ITP.  No more than eight individuals from the same firm or affiliated firms may 
enter the lottery.  A member firm may submit an application for up to eight ITPs (the application must 
specify how many ITPs between one and eight the firm requests).  In no event may a member firm, 
affiliated individuals, or affiliated firms submit applications for ITPs that in the aggregate seek more than 
eight ITPs.  The Exchange will discard applications that do not comply with these limits.  The 
application window will close at 4:00 p.m. on Wednesday, July 23, 2008, after which no other 
applications will be accepted for the issuance. 
 
ITP Allocation 
 
The ITP allocation will take place on Thursday, July 24, 2008.  If applications for more than 50 ITPs are 
received, ITPs will be awarded using a random lottery process.  All verified applicants will be placed onto 
the lottery list with a corresponding number for each applicant, and numbers will be selected by an 
electronic random number generator.  Applicants will be awarded ITPs in the order in which their 
assigned number is selected until all available ITPs have been allocated.  CBOE’s Internal Audit 
Department will observe this process.  Applicants selected by this process will be issued ITPs with an 
initial charge of $2,797.06, which is the pro-rata amount of the July Indicative Lease Rate ($12,387).  
This charge will be assessed to the ITP recipients as of that date.  ITPs will then be available for 
immediate use for the remainder of July and all of August.  On July 31st, CBOE will announce the 
August Indicative Lease Rate using the aforementioned calculation, and that rate will be billed to ITP 
holders at the beginning of August.  Unless the Exchange announces otherwise, ITP holders wishing to 
terminate their ITPs at any time after issuance must notify the Exchange on or before the 15th day of the 

Page 2 of 3 

http://www.cboe.org/ITP


month.  If that day falls on a weekend or a holiday, the deadline will be the business day immediately 
preceding it.  ITP recipients from the initial allocation that decide to terminate their ITPs effective 
September 1st must notify the Exchange in writing by the close of business on August 15th or they will 
retain the ITP for September and be billed for the full September ITP fee at the beginning of September.  
There will be no ability to terminate for the August period – recipients will be assessed the August 
fee.  CBOE reserves the right to submit a rule filing to the SEC to set the ITP rate at a level higher than 
the Indicative Lease Rate in the future, and will advise the membership if it intends to do so.  There will 
be no refunds of ITP fees in any circumstance. 
 
Any ITPs returned to the Exchange for any reason may be reissued by the Exchange.  The Exchange may 
or may not decide to reissue ITPs, or may decide to reissue a number less than the amount held in reserve.  
In order to issue any unused ITPs, the Exchange must determine that there are insufficient transferable 
memberships available for lease at the time of the issuance at a rate reasonably related to the Indicative 
Lease Rate, and that it would be in the interest of fair and orderly markets to issue the ITPs.  If the 
Exchange decides in the future to issue any unused ITPs, a circular will be issued to the membership with 
the details regarding that issuance. 
 
The Membership will be advised of the number of permits that are issued in the initial allocation.  
Following the allocation, the application list will be cleared.  There will be no waiting list for ITPs. 
 
Lessor Compensation Plan 
 
Following the issuance of the ITPs and at any time thereafter that any ITPs remain outstanding, CBOE 
lessor members that are unable to lease their memberships at a rate reasonably related to the Indicative 
Lease Rate will be eligible to receive assistance and potential compensation from the CBOE for their 
unleased memberships.  Lessor members must notify the CBOE Membership Department by e-mail, fax, 
or letter of such unleased memberships.  CBOE will then inform existing ITP holders and temporary 
members of those open leases, to provide them with the opportunity to switch to a membership lease. 
 
If one or more of these memberships remain unleased after that notice, CBOE will make a monthly payment 
to the applicable lessors with respect to each such membership in the amount of the Indicative Lease Rate as 
long as the lessor is offering the membership for lease at a rate reasonably related to the Indicative Lease 
Rate.  If the number of these unleased memberships ever exceeds the number of ITPs, owners who had 
notified CBOE of unleased memberships will receive, for each such unleased membership, a pro-rata share 
of a pool determined by multiplying the number of ITPs by the Indicative Lease Rate.  In any case in which 
CBOE compensates a lessor for an unleased membership, the lessor will retain the voting rights and all other 
privileges of the membership. 
 
Members may refer to new CBOE Rule 3.27 for additional details regarding ITPs, which is included in 
SR-CBOE-2008-40.  Members with questions regarding the plan may contact Eric Frait at (312) 786-
7747 or frait@cboe.com, or Regina Millison at (312) 786-7452 or millison@cboe.com. 
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