Cboe

Christopher J. Kirkpatrick

Secretary

Commodity Futures Trading Commission
Three Lafayette Centre

1155 21st Street, N.W.

Washington, D.C. 20581

January 28, 2021

Re: Cboe Futures Exchange, LLC Rule Certification
Submission Number CFE-2021-005

Dear Mr. Kirkpatrick:

Pursuant to Section 5c(c)(1) of the Commodity Exchange Act, as amended (“Act”), and
§ 40.6(a) of the regulations promulgated by the Commodity Futures Trading Commission (“CFTC” or
“Commission”) under the Act, Cboe Futures Exchange, LLC (“CFE” or “Exchange”) hereby submits
a CFE rule amendment (“Amendment”) to streamline the manner in which CFE’s rules require CFE
Trading Privilege Holders (“TPHs”) to comply with the Commission Regulations relating to minimum
financial requirements, financial reporting requirements, and protection of customer funds. Exhibit 1
to this submission sets forth the rule changes included in the Amendment. The Amendment will
become effective on February 11, 2021.

Chapter 5 (Obligations of Trading Privilege Holders) of the CFE Rulebook currently includes
a lengthy Appendix that contains twenty CFE rules numbered Rules 518 through 537. Each of these
rules provides that any TPH subject to an enumerated Commission Regulation that violates the
specified Regulation shall be deemed to have violated that CFE rule. The Commission Regulations
referenced in the Appendix relate to minimum financial standards for intermediaries, the segregation
of customer and proprietary funds, the custody of customer funds, the investment standards for
customer funds, intermediary default procedures, and related recordkeeping. The Appendix is lengthy
because it includes twenty separate CFE rules. The Appendix is also lengthy because each of these
CFE rules includes CFE rule language as well as a restatement of the provisions of the applicable
Commission Regulation that is referenced in the rule which follows after the CFE rule language.

The Amendment streamlines the manner in which the requirements under the Appendix to
Chapter 5 are presented in the CFE Rulebook while maintaining the same requirements within the
Rulebook that are currently provided for under the Appendix. Specifically, the Amendment
consolidates those requirements by enumerating all of them within current CFE Rule 518 (Compliance
with Minimum Financial Requirements, Financial Reporting Requirements, and Requirements Relating
to Protection of Customer Funds) instead of within an Appendix to Chapter 5. The Amendment also
deletes the restatement of all of the provisions of the Commission Regulations referenced in the
Appendix while maintaining within Rule 518 reference to those same Commission Regulations and to
the subject matter of those regulations.

CFE believes that the approach taken by the Amendment is consistent with the approach to
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addressing these requirements that has been taken by other Designated Contract Markets (“DCMs”)."
CFE also believes that this approach will make it easier for TPHs to reference these requirements within
CFE’s Rulebook since they will all be enumerated in a single rule.

CFE believes that the Amendment is consistent with the DCM Core Principles under Section
5 of the Act. In particular, CFE believes that the Amendment is consistent with DCM Core Principles
7 (Availability of General Information) and 11 (Financial Integrity of Transactions) in that (i) the
Amendment simplifies the CFE Rulebook by streamlining a lengthy portion of the Rulebook that
contains twenty separate rules into one straightforward rule that reflects all of the same requirements
that exist under the consolidated rules, making it easier for TPHs to reference these requirements; and
(ii) the Amendment retains within the CFE Rulebook rule provisions that address minimum financial
requirements, financial reporting requirements, and protection of customer funds, including rules
relating to appropriate minimum financial standards for intermediaries, the segregation of customer and
proprietary funds, the custody of customer funds, the investment standards for customer funds,
intermediary default procedures, and related recordkeeping, in furtherance of TPH compliance with
those rule provisions and their enforcement.

CFE believes that the impact of the Amendment will be beneficial to the public and market
participants. CFE is not aware of any substantive opposing views to the Amendment. CFE hereby
certifies that the Amendment complies with the Act and the regulations thereunder. CFE further
certifies that CFE has posted a notice of pending certification with the Commission and a copy of this
submission on CFE’s Web site (http://markets.cboe.com/us/futures/regulation/rule filings/cfe/)
concurrent with the filing of this submission with the Commission.

Questions regarding this submission may be directed to Arthur Reinstein at (312) 786-7570 or
Michael Margolis (312) 786-7153. Please reference our submission number CFE-2020-005 in any
related correspondence.

Cboe Futures Exchange, LLC
/s/ Michael Mollet

By: Michael Mollet
Managing Director

! See, e.g., Bitnomial Exchange, LLC Rule 304.
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EXHIBIT 1

The Amendment, marked to show additions in underlined text and deletions in stricken text,
consists of the following:
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517. Customer Margin Requirements for Contracts that are Security
Futures

(@) -0 No changes.

(m) Offsetting Positions. For purposes of Commission Regulation § 41.45(b)(2) and Rule
403(b)(2) under the Exchange Act, the initial and maintenance margin requirements for
offsetting positions involving Security Futures, on the one hand, and related positions, on the
other hand, are set at the levels specified in Schedule A to this ChapterS Rule 517.

(n) No changes.
Schedule A to ChapterS Rule 517
Margin Levels for Offsetting Positions
No changes.
Appendix-to-Chapter5S
Compliance with Commission Requirements

518. Compliance with Minimum Financial Requirements, Financial
Reporting Requirements, and Requirements Relating to Protection of
Customer Funds

Without limiting the generality and applicability of the prior Rules in Chapter
5, any other Rules of the Exchange (including, without limitation, Rules 501, 502, 503, 505,
506, 604, and 605), and Applicable Law, Trading Privilege Holders shall comply with the
Commission Regulations relating to minimum financial requirements, financial reporting
requirements, and protection of customer funds that are set forth in this Appendix-to-Chapter>
Rule 518 to the extent that Trading Privilege Holders are subject to those Commission
Regulations. he At-th he-Commission-Regutati -thi i
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(a) Any Trading Privilege Holder subject to Commission Regulation 1.10 (Financial

Reports of Futures Commission Merchants and Introducing Brokers) that violates Commission




Regulation 1.10 shall be deemed to have violated this Rule 518(a).

(b) Any Trading Privilege Holder subject to Commission Regulation 1.11 (Risk
Management Program for Futures Commission Merchants) that violates Commission
Regulation 1.11 shall be deemed to have violated this Rule 518(b).

(c) Any Trading Privilege Holder subject to Commission Regulation 1.12 (Maintenance
of Minimum Financial Requirements by Futures Commission Merchants and Introducing
Brokers) that violates Commission Regulation 1.12 shall be deemed to have violated this Rule

518(c).
(d) Any Trading Privilege Holder subject to Commission Regulation 1.17 (Minimum

Financial Requirements for Futures Commission Merchants and Introducing Brokers) that
violates Commission Regulation 1.17 shall be deemed to have violated this Rule 518(d).

(e) Any Trading Privilege Holder subject to Commission Regulation 1.18 (Records for
and relating to Financial Reporting and Monthly Computation by Futures Commission
Merchants and Introducing Brokers) that violates Commission Regulation 1.18 shall be
deemed to have violated this Rule 518(e).

(f) Any Trading Privilege Holder subject to Commission Regulation 1.20 (Futures
Customer Funds to Be Segregated and Separately Accounted For) that violates Commission
Regulation 1.20 shall be deemed to have violated this Rule 518(f).

(g) Any Trading Privilege Holder subject to Commission Regulation 1.21 (Care of Money

and _Equities Accruing to Customers) that violates Commission Regulation 1.21 shall be
deemed to have violated this Rule 518(g).

(h) Any Trading Privilege Holder subject to Commission Regulation 1.22 (Use of Futures

Customer Funds Restricted) that violates Commission Regulation 1.22 shall be deemed to have
violated this Rule 518(h).

(1) Any Trading Privilege Holder subject to Commission Regulation 1.23 (Interest of
Futures Commission _Merchants in Segregated Futures Customer Funds; Additions and
Withdrawals) that violates Commission Regulation 1.23 shall be deemed to have violated this

Rule 518(i).

(1) Any Trading Privilege Holder subject to Commission Regulation 1.24 (Segregated

Funds; Exclusions Therefrom) that violates Commission Regulation 1.24 shall be deemed to
have violated this Rule 518(j).

(k) Any Trading Privilege Holder subject to Commission Regulation 1.25 (Investment of

Customer Funds) that violates Commission Regulation 1.25 shall be deemed to have violated
this Rule 518(k).

) Any Trading Privilege Holder subject to Commission Regulation 1.26 (Deposit of

Instruments Purchased with Futures Customer Funds) that violates Commission Regulation
1.26 shall be deemed to have violated this Rule 518(1).

(m) Any Trading Privilege Holder subject to Commission Regulation 1.27 (Record of
Investments) that violates Commission Regulation 1.27 shall be deemed to have violated this




Rule 518(m).

(n) Any Trading Privilege Holder subject to Commission Regulation 1.28 (4Appraisal of
Instruments Purchased with Customer Funds) that violates Commission Regulation 1.28 shall
be deemed to have violated this Rule 518(n).

(0) Any Trading Privilege Holder subject to Commission Regulation 1.29 (Gains and
Losses Resulting from Investment of Customer Funds) that violates Commission Regulation
1.29 shall be deemed to have violated this Rule 518(0).

(p) Any Trading Privilege Holder subject to Commission Regulation 1.30 (Loans by

Futures Commission Merchants; Treatment of Proceeds) that violates Commission Regulation
1.30 shall be deemed to have violated this Rule 518(p).

@ Any Trading Privilege Holder subject to Commission Regulation 1.31 (Regulatory

Records; Retention and Production) that violates Commission Regulation 1.31 shall be deemed
to have violated this Rule 518(q).

() Any Trading Privilege Holder subject to Commission Regulation 1.32 (Reporting of
Segregated Account Computation and Details Regarding the Holding of Futures Customer
Funds) that violates Commission Regulation 1.32 shall be deemed to have violated this Rule

518(x).

(s) Any Trading Privilege Holder subject to Commission Regulation 1.36 (Records of
Securities and Property Received from Customers) that violates Commission Regulation 1.36
shall be deemed to have violated this Rule 518(s).
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