
     
Regulatory Circular RG05-32 

 
 
To: All Designated Primary Market Makers (DPMs) 
 
From: Regulatory Services Division and Legal Division 
 
Date:  March 11, 2005 
 
Re: Limit Order Display Requirements 
 
SUMMARY OF KEY ISSUES 
 
- The SEC approved CBOE’s limit order display rule (SR-CBOE-2004-35).  DPMs continue to be 

required to execute or book, with certain exceptions, eligible customer limit orders immediately 
but no later than 30-seconds under normal market conditions (the “standard”).  

 
- Certain types of orders previously excluded from the display requirement will no longer be 

excluded under the new Rule (see below).  Effective March 21, 2005, the Limit Order Display 
Analysis (“LODA”) Report data will reflect the elimination of these exclusions.  

 
- The LODA compliance standard has been 95%.  With the approval of the rule, the standard will be 

increased with the intention that over time, it will move toward 100%.  Depending on the 
circumstances involved in the handling of a particular order, however, the Regulatory Division 
may take disciplinary action against a DPM for failure to book or execute even one order in less 
than 30 seconds if the circumstances warrant such treatment. 

 
DISCUSSION 
  
New CBOE Rule 8.85(b)(i) - “Display Obligation” requires each DPM to display immediately the full 
price and size of any customer limit order that improves the price or increases the size of the best 
disseminated CBOE quote.  “Immediately” means, under normal market conditions, as soon as 
practicable but no later than 30-seconds after receipt by the DPM.  The term “customer limit order” 
means an order to buy or sell a listed option at a specified price that is not for the account of either a 
broker or dealer; provided, however, that the term customer limit order shall include an order 
transmitted by a broker or dealer on behalf of a customer.  
 
Exceptions to the immediate display requirement include:    
 

��Orders executed upon receipt; 
 

��An order where the customer who placed it requests that it not be displayed, and upon receipt 
of the order, the DPM announces in public outcry the information concerning the order that 
would be displayed if the order were subject to being displayed;  

 
��An order for which immediately upon receipt a related order for the principal account of a 

DPM reflecting the terms of the customer order is routed to another options exchange that is a 
participant in the Intermarket Options Linkage Plan; 

 



��Orders defined in Rule 6.53: contingency orders; one-cancels-the-other orders; all or none 
orders; fill or kill orders; immediate or cancel orders; complex orders (e.g., spreads, straddles, 
combinations); and stock-option orders; 

 
��Orders received before or during a trading rotation (as defined in Rule 6.2, 6.2A, and 6.2B), 

including Opening Rotation Orders as defined in Rule 6.53(l).  However, these orders must be 
displayed immediately upon conclusion of the applicable rotation; and  

 
��Orders for more than 100 contracts, unless the customer placing such order requests that the 

order be displayed.  
 
EXCLUSIONS NO LONGER ALLOWED BEGINNING FEBRUARY 21, 2005: 
 

��Orders routed in the first and last five minutes of trading; 
��Orders that would lock or cross the NBBO at the time of routing. 

 
Effective March 21, 2005, DPMs will be required to comply with the revised rule and the new 
standard. 
 
LODA Reports measuring the DPM’s performance at the standard are provided to DPMs via the 
internet (https://www.cboe.org/loda). The Exchange will provide DPMs with reports containing data 
from the period of February 21, 2005 to March 18, 2005 for educational purposes.  It is the DPM’s 
obligation to access and review its daily and weekly LODA Reports to ensure that the DPM is in 
compliance with the standard.  Promptly at the end of each expiration cycle the Department will 
provide written notice to each DPM that appears to have failed to meet the standard.  Pursuant to Rule 
17.2, the DPM is given 15 days from the date of notice to submit any reasons why disciplinary action 
should not be taken or should be limited. 

   
Sanctions for limit order display failures are generally determined pursuant to Rule 17.50(g)(5) – 
“Imposition of Fines for Minor Rule Violations” or referred to the BCC.  A rolling twenty-four (24) 
month “look back” period is applied to LODA violations according to the summary fine schedule 
below:   
 

1st Offense:  Summary fine in the range of $500 to $1,500 
2nd Offense:  Summary fine in the range of $1,000 to $3,000 
3rd Offense:  Summary fine in the range of $2,000 to $5,000 
Subsequent Offenses: Summary fine in the range of $3,500 to $5,000 
   6th and subsequent offense(s) referred to BCC 

 
In determining whether to impose a sanction and in establishing the severity of any such sanction, the 
Exchange may take into consideration extenuating or exacerbating factors, including but not limited 
to, market conditions, the amount of business being handled at the DPM post and station, or whether 
the delay in order handling appears to have been deliberate or the result of negligence.  
 
Contacts: Tim Mac Donald, Department of Market Regulation, at 312-786-7706 
  Steve Youhn, Legal Division, at 312-786-7416 
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