OneChicago x

141 West Jackson, Suite 1065
Chicago, lllinois 60604

Via Electronic Mail

September 10, 2012

Mr. David Stawick

Secretary

Commodity Futures Trading Commission
Three Lafayette Centre

1155 21st Street, N.W.

Washington, D.C. 20581

Re: Security Futures Products Rule Submission and Rule Certification
Revisions to OneChicago Rule 417, Block Trading and the related Block Trading
Notice

Dear Mr. Stawick:

Pursuant to section 5c(c)(1) of the Commodity Exchange Act, as amended (the “Act”),
840.6 and 841.24 of the regulations promulgated by the Commission under the Act,
submitted herewith is an amended Rule 417, Block Trading; an updated Block Trading
Notice and an updated Rule 143, OCX.BETS™. OneChicago (“OCX”) is self-certifying
these changes to the OCX rules.

These changes reflect a lowering of the minimum block trade size to 25 contracts,
clarification of block trading audit trail requirements and block trade practices and update
the definition of OCX.BETS to clearly state that it is a reporting and trading platform.

We recently conducted an analysis of our 2011 and 2012* trading activity in blocks and
in our central order book hosted on our CBOEdirect platform (“regular central order
book™).

1 2012 activity includes January 1 — July 31, 2012



During this analysis, we noted the following facts:

e The mean block trade size in 2011 and 2012 was at least 250 times larger than the
mean regular central order book trade. Specifically, the mean block trade in 2011
was 1,633 contracts; in 2012 it was 1,546 contracts while the mean regular central
order book trade was 6 contracts in both 2011 and 2012.

e In 2011, less than 1% of regular central order book trades were for 25 contracts or
greater. Similarly, in 2012, only 1.5% were for 25 contracts or greater.

e Only 7% of our products had more than 100 trades for all of 2011 and only 3% of
our products had more than 100 trades in 2012.

e Only 10 products traded on more than half of the trading days in 2011, in 2012,
11 products traded on more than half of the trading days.

e There were no products that traded every day in 2011 or 2012.

Based on this analysis, we are temporarily lowering our block size to 25 contracts from
100 contracts for all OCX products for a 6 month (September 2012 — March 2012)
period. We will review the activity throughout this period, provide monthly updates to
Commission staff and based on our experience during the 6 months period, we will
submit an updated block trade size rule at the end of the period. As less than 1.5% of the
transactions in the regular order book have been greater than 25 contracts between
January 2011 and July 2012, we do not anticipate a significant shift of order or trades
from the central order book to the block market.

Specifically, Rule 143, OCX.BETS, is being updated to reflect that OCX.BETS is both a
trade reporting and trade matching central order book for blocks and exchange of future
for physical trades. The amended Rule 143, OCX.BETS is included as Attachment A.
Deleted text is shown by a strikethrough (---) and new text is underlined (__ ).

Specifically, Rule 417, Block Trading, is being amended to state that blocks can be
competitively traded or can be privately negotiated, to update the Act cite for the Eligible
Contract Participant definition in section (a)ii of OCX Rule 417, to clarify record keeping
requirements for block orders and bilateral block trades; and to directly incorporate the
block minimum size in the rule as opposed to an OCX notice. The amended Rule 417,
Block Trading, is included as Attachment A. Deleted text is shown by a strikethrough (-
--) and new text is underlined ( ___ ).

The updated Block Trading notice reflects moving the minimum block size to Rule 417,
clarifies that blocks can be competitively traded or privately negotiated, and clarifies
trading/reporting times and the use of OCX.BETS for trading and reporting block trades.
The revised notice also removes the Pre-Execution Discussion and the Cross Trade
sections; those two sections were moved to a separate Notice to Members, 2012-24, dated
August 29, 2012. The amended block trading notice is included as Attachment B.
Deleted text is shown by a strikethrough (---) and new text is underlined ( __ ).



These amendments will become effective on September 25, 2012.

The reduction in block size supports Core Principle 8, Daily Publication of Trading
Information and Core Principle 9, Execution of Transactions.

There is no operational impact related to these changes. The OneChicago OCX.BETS
trading platform will need to be modified to reflect the lower block trade minimum size.

Comments on the OneChicago proposed rule change have not been solicited and none
have been received. The Regulatory Oversight Committee has reviewed and approved
these changes.

On behalf of OneChicago, | hereby certify that a notice of pending rule certification with
the Commission and a copy of the submission has been posted on the OneChicago
website at http://www.onechicago.com/?page id=8917.

On behalf of OneChicago, | hereby further certify that the amendment complies with the
Act and the regulations promulgated thereunder.

Respectfully submitted,

T hemed N ¢ lals—

Thomas G. McCabe
Chief Operating Officer
OneChicago, LLC

Encl: Attachment A
Attachment B
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(a)

Attachment A

OCX.BETS®M

The term “OCX.BETS®™” means the OneChicago Block & EFP Trading System-*,
a trade reporting and trade matching central order book for block trades and EFP

(“exchange of future for physical) trades.

Block Trading

Clearing Members, Exchange Members and Access Persons may enter into
transactions eutside—the—OneChicago—System, at reasonable prices mutually
agreed, with respect to Contracts that have been designated by the Exchange for
such purpose, provided all of the following conditions are satisfied (such
transactions, “Block Trades”):*

i)

Each buy or sell order underlying a Block Trade must (A) state explicitly
that it is to be, or may be, executed by means of a Block Trade and (B) be
for at least 25such-minimum-numberof Contracts as-wit-from-time-to-time-be
specified—by—the—Exechange; provided that only (x) a commodity trading
advisor registered under the CEA, (y) an investment adviser registered as
such with the Securities and Exchange Commission that is exempt from
regulation under the CEA and Commission Regulations thereunder and (z)
any Person authorized to perform functions similar or equivalent to those of
a commodity trading advisor in any jurisdiction outside the United States of
America in which the Exchange may be permitted from time to time to
operate OneChicago Workstations, in each case with total assets under
management exceeding US$25 million, may satisfy this requirement by
aggregating orders for different accounts.

Each party to a Block Trade must qualify as an “eligible contract
participant” (as such term is defined in Section 1a(3218) of the CEA);
provided that, if the Block Trade is entered into on behalf of a Customer by
a Clearing Member or, if applicable, Exchange Member or Access Person
that is (A) a commodity trading advisor registered under the Act, (B) an
investment adviser registered as such with the Securities and Exchange
Commission that is exempt from regulation under the Act and Commission
Regulations thereunder or (C) any Person authorized to perform functions
similar or equivalent to those of a commodity trading advisor in any
jurisdiction outside the United States of America in which the Exchange
may be permitted from time to time to operate OneChicago Workstations,
in each case with total assets under management exceeding US$25 million,
then only such commodity trading advisor or investment adviser, but not the
individual Customers, need to so qualify.



(b)

Each party to a Block Trade shall comply with all applicable Rules of the
Exchange other than those which by their terms only apply to trading through the
OneChicago System.

* Amended June 15, 2011, Amended August 29, 2012

(©)

(d)

(€)

Each Block Trade shall be designated as such, and cleared through the Clearing
Corporation as if it were a transaction executed through the OneChicago System.
Information identifying the relevant Contract, contract month, price, quantity,
time of execution, counterparty Clearing Member for each Block Trade and, if
applicable, the underlying commodity must be reported to the Exchange without
delay. The Exchange will publicize information identifying the trade as a Block
Trade and identifying the relevant Contract, contract month, price, quantity for
each Block Trade and, if applicable, the underlying commodity immediately after
such information has been reported to the Exchange.

Each Clearing Member, Exchange Member and Access Person that is party to a
bilateral Block Trade shall record the following details on its order ticket: the
Contract (including the delivery or expiry month) to which such Block Trade
relates; the number of Contracts traded; the price of execution; the time of
execution; the identity of the counterparty; and, if applicable, details regarding the
Customer for which the Block Trade was executed and the underlying
commodity. A Clearing Member or, if applicable, Exchange Member or Access
Person may execute an Order placed for a non-discretionary Customer account by
means of a Block Trade only if the Customer has previously consented thereto.
Upon request by the Exchange, such Clearing Member, Exchange Member or
Access Person shall produce satisfactory evidence, including the order ticket
referred to in the preceding sentence that the Block Trade meets the requirements
set forth in this Rule 417.

Each OCX.BETS authorized trade reporter entering block orders into OCX.BETS
shall input for each block order: the price, quantity, product, expiration month,
account origin code and account designation.

With respect to block orders which are capable of being immediately entered into
OCX.BETS, no record other than that set forth above in the proceeding paragraph
need be made. However, if an authorized trade reporter receives a block order
which cannot be immediately entered into OCX.BETS, the authorized trader
reporter must prepare a written order and include the account designation, date,
time of receipt, buy or sell, the Contract (including the delivery or expiry month),
the number of Contracts, and the requested price. The order must be entered into
OCX.BETS when it becomes executable or when it has been privately negotiated.

No natural person associated with a Clearing Member, Exchange Member or
Access Person that has knowledge of a pending Block Trade of such Clearing
Member, Exchange Member or Access Person, or a Customer thereof, may enter



()

(8)

(h)

an Order or execute a transaction, whether for his or her own account or, if
applicable, for the account of a Customer over which he or she has control, for or
in the Contract to which such Block Trade relates until after (i) such Block Trade
has been reported to and published by the Exchange and (ii) any additional time
period from time to time prescribed by the Exchange in its block trading
procedures or contract specifications has expired.

No natural person associated with a Clearing Member, Exchange Member or
Access Person that has knowledge of a pending block trade of such Clearing
Member, Exchange Member or Access Person, or a Customer thereof, on any
other exchange or trading system, may enter an Order or execute a transaction on
the Exchange, whether for his or her own account or, if applicable, for the account
of a Customer over which he or she has control, for any Contract which has the
same underlying security as the contract to which such block trade relates until
after (i) such block trade is reported and published in accordance with the rules,
procedures or contract specifications of such exchange or trading system and (ii)
any additional time period prescribed by the Exchange in its block trading
procedures or contract specifications has expired.

Any Block Trade in violation of these requirements shall constitute conduct
which is inconsistent with just and equitable principles of trade.

Block trades can be competitively executed on the OCX.BETS system by placing
anonymous bids or offers. Alternatively, block trades can be privately negotiated
and reported as bilateral transactions using the OCX.BETS system.




Attachment B

OneChicago x

NOTICE TO MEMBERS #2010-132012-25

Date: September 10, 2012
RE: Block Trades
Effective Date: September 25, 2012
Bleck Trades

Pursuant to OneChicago Rule 417(a), the Exchange permits eligible contract

participants to transact exeeute block trades away-froem-the publicauction-marketin
privately negotiated—transaections for a minimum number of 25300 contracts per

transaction. Block trades can also be traded competitively. Block trades can be
transacted between 8:00 and 4:00 pm on each Business day the exchange is open.

All block trades must be reported without delay within 5 minutes of being executed.
All trades must be reDorted bV 4:00 p.m. Al-l—bleeletmdes—m&st—be—e*ee&ted—&nd

All block trades must traded or reported through the OneChicago OCX.BETS®
platform.

Block trades can be competitively executed on the OCX.BETS system by placing
anonymous bids or offers. Competitively executed block trades are considered
executed and reported when traded.




Alternatively, block trades can be privately negotiated and reported as bilateral
transactions using the OCX.BETS system. All bilateral trades are required to be
entered into OCX.BETS without delay within 5 minutes of being executed. For the
avoidance of doubt, the party entering the bilateral trade is required to enter the

trade into OCX.BETS within 5 minutes of execution and the other party is required
to accept the trade within 5 minutes of it being entered in OCX.BETS.

It is the responsibility of the buying and selling firms to effect any subsequent
allocations or necessary updates to non-critical matching fields utilizing their
chosen post-trade processing system.

To protect market integrity during the negotiation and reporting period, any party
with knowledge of the pending block trade is prohibited from entering offsetting
orders in the specific, or any related, OneChicago product for the benefit of the
account or accounts related to a party to the block trade until the block trade has
been reported to and disseminated by the OneChicago price distribution
mechanism. However, as discussed in Regulatory notice 2011-8, trade participants
can pre-hedge. Please see that notice for additional details. Additionally, no party
with knowledge of the pending block trade report is allowed to exercise discretion
by withholding (or placing) orders for any account that would have (or would not
have) been placed but for the knowledge of the pending block trade until the block
trade has been reported to and disseminated by the OneChicago price distribution
mechanism. Parties subject to the jurisdiction of a member or an affiliate of the
Intermarket Surveillance Group (“ISG”) are further prohibited from submitting
related offsetting orders on OneChicago if they utilize block trade reporting facilities
of any other ISG participant exchange until such trades have been disseminated to
the marketplace via the standard public reporting mechanism for that exchange.

OneChicago considers busting block trades to be a serious matter and may deny a
bust request based on the factors surrounding the request, including but not limited
to the market impact of the original report, the amount of variation between the
block trade price and the market price at the time of the report and the length of
time transpiring since the block trade was reported to the public. Fees may be
levied for busting a block trade.

Any attempt to circumvent this policy or misrepresent a transaction as a block trade
will be forwarded to the appropriate party for investigation.



Any questions can be directed to OneChicago compliance at 312.424.8530 or
marketsurveillance@onechicago.com.
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