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If the self-regulatory organization is amending only part of the text of a lengthy
proposed rule change, it may, with the Commission's permission, file only those
portions of the text of the proposed rule change in which changes are being made if
the filing (i.e. partial amendment) is clearly understandable on its face.  Such partial 
amendment shall be clearly identified and marked to show deletions and additions.  

Partial Amendment
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Partial Amendment (Amendment No. 3) to SR-CHX-2005-34 

 
 Through this partial amendment, the Exchange seeks to make changes both to the 

narrative portion of the filing as well as to the rule text. 
 
 First, the Exchange proposes to make non-substantive modifications to the narrative 

which reflect the Exchange’s demutualization and the implementation of its new trading 
model.  These changes would replace the term “member” with the term “participant” and 
would remove references to its trading floor. 

 
 In addition, the Exchange proposes to amend the proposed rule text in the following 

ways:  (1) to add the proposed rule language as an interpretation to Article 20, Rule 9 of 
the Exchange’s rules (rather than to the originally proposed Article XX, Rule 12); (2) to 
remove references to the Exchange’s trading floor and to replace references to 
“members” with the term “participants”; (3) to update the citation to the Exchange’s rule 
relating to just and equitable principles of trade (from Article VIII, Rule 7 to Article 9, 
Rule 2); and (4) to add a new provision that provides that the interpretation cannot 
become operative until a special trade indicator is implemented to identify these 
transactions.   

 
 The updated text of the proposed rule change is set out below in Exhibits 4 and 5. 
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Exhibit 4 to SR-CHX-2005-34 
  

Additions to the existing rule text are underlined; deletions are [bracketed].   
Text that is added through this amendment is shown in bold italics and is underlined;  

text that is deleted through this amendment is shown with strike-through markings. 
  

 
 

Chicago Stock Exchange Rules 
 

* * * 
 

ARTICLE 20 
 

Operation of the CHX Matching System 
 

* * * 
 

Cancellation of Transactions 
 

  RULE 9. A transaction made in demonstrable error and cancelled by 
both parties may be unwound, subject to the approval of the Exchange.  

 
  
·   ·   ·  Interpretations and Policies 
 

.01 Cancellation of stock-option orders.  (a). Unless otherwise expressly 
permitted by the Exchange’s rules, a trade representing the execution of the stock 
leg of a stock-option order may be cancelled at the request of any member 
Participant that is a party to that trade only if market conditions in any of the non-
Exchange market(s) prevent the execution of the option leg(s) at the price agreed 
upon by the parties to the options leg.   
 
(b) For purposes of this rule Interpretation, a “stock-option order” is an order 
to buy or sell a stated number of units of an underlying or a related security 
coupled with either (i) the purchase or sale of option contract(s) on the opposite 
side of the market representing either the same number of units of the underlying 
or related security or the number of units of the underlying security necessary to 
create a delta-neutral or delta-hedged position or (ii) the purchase or sale of an 
equal number of put and call option contracts, each having the same exercise 
price, expiration date and each representing the same number of units of stock as, 
and on the opposite side of the market from, the underlying or related security 
portion of the order.   
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(c) The on-floor pParticipant acting as broker on the trade must maintain 
records sufficient to establish that market conditions in a non-Exchange market 
prevented the execution of the option leg(s).  
 
(d) The on-floor pParticipant acting as broker on the trade must identify each 
stock-option order and must notify the parties to the order that the order may be 
cancelled as permitted above.   
 
(e) Failure to comply with the provisions of Interpretation and Policy .01(d) 
shall be considered conduct inconsistent with just and equitable principles of trade 
and a violation of Article VIII 9, Rule 72. 
 
(f) This Interpretation cannot become operative until a special trade 
indicator to identify these transactions has been implemented. 
 

 
* * * 
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Exhibit 5 to SR-CHX-2005-34 

 
 This rule text completely supersedes and replaces the rule text that was filed in 

Amendment No. 1. 
 

Chicago Stock Exchange Rules 
 

* * * 
 

ARTICLE 20 
 

Operation of the CHX Matching System 
 

* * * 
 

Cancellation of Transactions 
 

  RULE 9. A transaction made in demonstrable error and cancelled by 
both parties may be unwound, subject to the approval of the Exchange.  

 
  
·   ·   ·  Interpretations and Policies 
 

.01 Cancellation of stock-option orders.  (a). Unless otherwise expressly 
permitted by the Exchange’s rules, a trade representing the execution of the stock 
leg of a stock-option order may be cancelled at the request of any Participant that 
is a party to that trade only if market conditions in any of the non-Exchange 
market(s) prevent the execution of the option leg(s) at the price agreed upon by 
the parties to the options leg.   
 
(b) For purposes of this Interpretation, a “stock-option order” is an order to 
buy or sell a stated number of units of an underlying or a related security coupled 
with either (i) the purchase or sale of option contract(s) on the opposite side of the 
market representing either the same number of units of the underlying or related 
security or the number of units of the underlying security necessary to create a 
delta-neutral or delta-hedged position or (ii) the purchase or sale of an equal 
number of put and call option contracts, each having the same exercise price, 
expiration date and each representing the same number of units of stock as, and 
on the opposite side of the market from, the underlying or related security portion 
of the order.   
 
(c) The Participant acting as broker on the trade must maintain records 
sufficient to establish that market conditions in a non-Exchange market prevented 
the execution of the option leg(s).  
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(d) The Participant acting as broker on the trade must identify each stock-
option order and must notify the parties to the order that the order may be 
cancelled as permitted above.   
 
(e) Failure to comply with the provisions of Interpretation and Policy .01(d) 
shall be considered conduct inconsistent with just and equitable principles of trade 
and a violation of Article 9, Rule 2. 
 
(f) This Interpretation cannot become operative until a special trade indicator 
to identify these transactions has been implemented. 
 

 
* * * 

 
 
 

 




