
 
 
 
 
 
 
Regulatory Circular RG96-29 
 
Date: March 22,1996 
 
To: Member Firms 
 
From: Exemption Committee/Department of Market Regulation 
 
Re: Firm Facilitation Position Limit Exemption 
 
 
On March 13, 1996, the Securities and Exchange Commission approved SR-CBOE-95-68 which 
expands the firm facilitation position limit exemption policy to include all index, interest rate, government 
securities, FLEX and non-multiply listed equity option classes. Pursuant to Exchange Rule 4.11 
interpretation .06, a member firm who wishes to facilitate orders of its own customer pursuant to 
Exchange Rule 6.74(b)1 when the trading crowd is unwilling to do so, may receive a position limit 
exemption upon application to the Exemption Committee. The exemption applies to the offsetting side of 
the market to the customer facilitated order(s).  In no event may exempted positions exceed the number 
of contracts specified in the table as follows: 
 
OPTION TYPE    FIRM FACILITATION EXEMPTION  
 
Equity(non-multiply 
listed)      2  x applicable standard limit 
 
Broad-based index   2  x standard overall limit 
(other than SPX) 
 
SPX     100,000 contracts 
 
Narrow-based (industry  
or sector) index    2  x applicable standard limit 
 
Flexible Exchange (FLEX)  2  x FLEX standard limit 
 
Interest rate    3  x standard limit 
 
Government securities   2  x standard limit value 
 

                                                           
1 For the purpose of facilitating, in accordance with the provisions of Rule 6.74(b), orders of 

  its own customer is defined as one that will enter, clear and have the resulting position  
  carried with the firm. 



  The facilitation exemption is in addition to the standard limit and other exemptions available under Exchange rules, 
interpretations and policies. EXAMPLE:   If a firm desires to facilitate a customer order in the XYZ option 
class, which is assumed to be a in a non-multiply listed class of equity options with a 25,000 contract 
standard position limit, the firm may qualify for a firm facilitation exemption of up to twice the standard 
limit or 50,000 contracts 2 as well as an equity hedge exemption of up to twice the standard limit or 
50,000 contracts, both in addition to the 25,000 contract standard limit.  If both exemptions are allowed, 
the facilitation firm may hold or control a combined position of up to 125,000 XYZ contracts on the same 
side of the market  (50,000 facilitation + 50,000 hedge + 25,000 standard = 125,000 contracts). 
 
 
 
 Procedures for Requesting an Exemption 
 
1. A member firm may apply for an exemption by making a written submission to the Exemption 

Committee.  Exemption requests should be delivered to the 7th floor in care of either Pat Cerny or 
Karen Charleston no later than 2:00 p.m.  A copy of the firm's most current option position should 
be included.  Requests can also be faxed to (312) 786-7982. The Department should also be 
contacted to alert the staff of the incoming fax.  

 
2. A three member panel of the Exemption Committee will review the request following the close of 

trading.  The Committee's decision will be communicated to the firm on the trade date following 
the request.  If granted, the exemption will be effective on the following trade date through the 
nearest expiration.  Exemptions are generally granted in increments of 10% of the applicable limit 
based upon the firm's position at the time the request is made.  Prior to the expiration date of the 
exemption, a firm may apply for a continuance of their exemption which may be adjusted for 
expiring series.  Requests for continuances should be submitted no later than 2:00 p.m. on the 
Thursday preceding expiration.   

 
3. A member firm that approaches its applicable position limit intra-day, and wishes to facilitate a 

customer order that will result in the firm exceeding its applicable position limit, may request an 
"instant exemption" by contacting an Exemption Committee member (list posted on the 4th floor 
bulletin board).  Upon a review of the situation, the Exemption Committee member may grant an 
exemption effective immediately through the next expiration.  The size of the exemption is 
dependant upon the size of the facilitated customer order and current market conditions.  

 
Under unusual market conditions in which an Exemption Committee member is unable to respond to a 
request for an instant exemption  Rule 4.11 provides that the Exchange may grant an exemption on the 
basis of verbal representations. In this situation, member firm representatives should contact either Pat 
Cerny at (312) 786-7722 or Karen Charleston at (312) 786-7724 to request an exemption.   
 
 Compliance Requirements 
 
1. The facilitation firm is required to provide staff with a copy of all executed exempted customer 

facilitated orders.  Copies can be deposited in the OEX index exercise advice box located 
adjacent to the OEX pit or delivered to the 7th floor.  
 

                                                           
2 Although the maximum exemption amount in this example is 50,000 contracts, exemptions 

  are generally granted in smaller increments of less than 5,000 contracts per request. 



2. Hedging Requirement: To remain qualified, within five (5) business days, the facilitation firm must 
hedge the resultant facilitated position and provide documentation to the Department of Market  

 Regulation reflecting the resulting hedged positions.  In addition, the facilitation firm must notifiy 
the Department of Market Regulation staff of any material change in the exempted options or 
hedge positions.  If the option position is closed prior to this time, no hedge is required. 

 
Questions concerning this memorandum can be directed to Pat Cerny at (312) 786-7722 or Karen 
Charleston at (312) 786-7724. 
 
 


