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of his/her death or separation from
Federal Service. SF 3104B,
Documentation and Elections in
Support of Application for Death
Benefits when Deceased was an
Employee at the Time of Death, is used
by applicants for death benefits under
FERS if the deceased was a Federal
employee at the time of death.

Comments are particularly invited on:

* Whether this information is
necessary for the proper performance of
functions of OPM, and whether it will
have practical utility;

* Whether our estimate of the public
burden of this collection of information
is accurate, and based on valid
assumptions and methodology; and

* Ways in which we can minimize
the burden of the collection of
information on those who are to
respond, through the use of appropriate
technological collection techniques or
other forms of information technology.

It is estimated that approximately
4,873 SF 3104s will be processed
annually. This form requires
approximately 60 minutes to complete.
An annual burden of 4,873 hours is
estimated. Approximately 3,188 SF
3104Bs are expected to be processed
annually. It is estimated that the form
requires approximately 60 minutes to
complete. An annual burden of 3,188
hours is estimated. The total annual
burden is 8,061.

For copies of this proposal, contact
Mary Beth Smith-Toomey on (202) 606—
8358, FAX (202) 418-3251 or via E-mail
to mbtoomey@opm.gov. Please include a
mailing address with your request.

DATES: Comments on this proposal
should be received within 60 calendar
days from the date of this publication.

ADDRESSES: Send or deliver comments
to Ronald W. Melton, Chief, Operations
Support Group, Center for Retirement
and Insurance Services, Office of
Personnel Management, 1900 E Street,
NW., Room 3425, Washington, DG
20415-3660.

For information regarding
administrative coordination contact:
Cyrus S. Benson, Team Leader,
Publications Team, RIS Support
Services, (202) 606—0623.

Office of Personnel Management.
Kay Coles James,
Director.
[FR Doc. 03-17382 Filed 7-8—03; 8:45 am)|
BILLING CODE 6325-50-P

SECURITIES AND EXCHANGE
COMMISSION

[Release No. 34-48115; File No. SR-CBOE-
2003-24]

Self-Regulatory Organizations; Notice
of Filing of Proposed Rule Change and
Amendment No. 1 Thereto by the
Chicago Board Options Exchange,
Incorporated to Interpret Rules
Relating to Margin Requirements for
Certain Complex Options Spreads on a
Pilot Basis
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Pursuant to section 19(b)(1) of the
Securities Exchange Act of 1934
(”Act’) 1 and Rule 19b-4 thereunder,?
notice is hereby given that on June 8,
2003, the Chicago Board Options
Exchange, Incorporated (“CBOE” or
“Exchange”) filed with the Securities
and Exchange Commission
(“Commission”) the proposed rule
change as described in Items I, II, and
III below, which Items have been
prepared by the Exchange. On June 26,
2003, the CBOE filed Amendment No. 1
to the proposed rule change.? The
Commission is publishing this notice to
solicit comments on the proposed rule
change, as amended, from interested
persons.

I. Self-Regulatory Organization’s
Statement of the Terms of Substance of
the Proposed Rule Change

The CBOE proposes to issue a
Regulatory Circular to its membership
setting forth a clarifying interpretation
to CBOE Rule 12.3, Margin
Requirements, relating to margin
requirements for certain complex option
spreads. Below is the text of the
proposed Regulatory Circular. Additions
are italicized.

* * * * *

To: Member Organizations

From: Division of Regulatory Services
Date:

I |

Subject: Margin Requirements for
Certain Complex Spreads

Exchange: James Adams (312) 786-
7718

Contacts: Richard Lewandowski (312)
786-7183

KEY POINTS

e Certain complex option spreads
(specified below) are the equivalent of
combining two or more spreads that are
currently recognized in the margin rules
of the Chicago Board Options Exchange
(the “Exchange” or “CBOE”’).

* Because these complex spreads can
be shown to equate to aggregations of
two or more currently recognized
spreads, current margin rules are
deemed to provide a margin
requirement for each complex spread in
that the rules provide a margin
requirement for each spread in the
equivalent aggregation.

* Member organizations may require
margin for these complex spreads of not
less than the sum of the margin required
on each spread in the equivalent
aggregation.

» The margin requirements set forth
in this Regulatory Circular will be in
effect as a pilot until (Insert date that is
one (1) year from the date of approval
of the Regulatory Circular by the
Commission).

Discussion

It is known that certain complex
spread configurations are the net result
of combining two or more spread
strategies that are currently recognized
in the Exchange’s margin rules. Specific
complex spread configurations are
listed below, along with the currently
recognized spreads to which they can be
traced. The expiration months, exercise
prices, interval between exercise prices,
and option premiums used in each
configuration are for illustration only.
However, as illustrated, the expiration
months and sequence of the exercise
prices must fit the same pattern, and the
intervals between the exercise prices
must be equal. Note that netting of
contracts in option series common to
each of the currently recognized spreads
in an aggregation reduces it to the
complex spread.
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115 U.S.C. 78s(b)(1).
217 CFR 240.19b—4.

3 Amendment No. 1 provides that the Regulatory
Circular will be in effect as a one-year pilot from
the date of approval of the proposed rule change.
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As illustrated above, the complex Configuration IV, which must comprise Configuration Margin Requirement
spread configurations equate to three option series.
aggregations of currently recognized Summing the margin required on each IV e, Pay for the net debit in
spreads. Therefore, for complex spreads ; ; full.
itting the above configurations, whether CUI'I‘G‘IltIY recognized sp .read meachof Pay for the net debit in
fitting fig : the applicabl t d
established outright or through netting, ¢ applcan e aggregd 10}:15 rez‘ ers a full.
member firms must require initial and margin requ1rementfort esu ject VI e Exercise price interval
maintenance margin of not less than the complex spread configurations as (aggregate), net
sum of the margin required on each of follows: C:iicélt may be ap-
the currently recognized spreads in the Configuration Margin Requirement VI Expercis-e price interval
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* the intervals between exercise M e Exercise price interval SMA debit or margin call would be as

prices must be equal, and
» each complex spread must
comprise four option series, except for

(aggregate), net
credit may be ap-
plied.

follows:

Long Butterfly #1
Long Butterfly #2 ...
Short Box #1

Net—Configuration Ill

PUTS CALLS
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Margin Calculation: $5.00 x 1 contract
x 100 shares =$500.00
Margin Requirement: $500.00

SMA Debit or Margin Call:
$500.00— $200.00 = $300.00

Explanation: The initial and
maintenance margin requirement is the
exercise price interval (aggregate).
Establishing this complex spread results
in a net credit of $200.00 that may be
applied to the margin requirement.

As shown in the table below, the same
margin requirement, and SMA debit or
margin call, would result by taking the
sum of the margin required on each
spread in the equivalent aggregation.

Net Margin :

dr or er Req. Deposit
(o g To =0T =Y o VPSPPSR $200 dr 0 $200
Long Butterfly .... $100 dr 0 100
L] Tl = o ) PSPPSR $500 cr $500 0
LI = LSS PP SPPPTI $200 cr 500 300

The margin requirements set forth in
this Regulatory Circular will be in effect
as a pilot until {insert date one (1) year
from the date of approval of the
Regulatory Circular by the
Commission}.

Questions regarding margin
requirements should be directed to
James Adams at (312) 786-7718 or
Richard Lewandowski at (312) 786—-
7183.

* * * * *

II. Self-Regulatory Organization’s
Statement of the Purpose of, and
Statutory Basis for, the Proposed Rule
Change

In its filing with the Commission, the
CBOE included statements concerning
the purpose of and basis for the
proposed rule change and discussed any
comments it received on the proposed
rule change. The text of these statements
may be examined at the places specified
in Item IV below. The CBOE has
prepared summaries, set forth in
Sections A, B, and C below, of the most
significant aspects of such statements.

A. Self-Regulatory Organization’s
Statement of the Purpose of, and
Statutory Basis for, the Proposed Rule
Change

1. Purpose

The Exchange proposes to adopt an
interpretation to CBOE Rule 12.3—
Margin Requirements—to clarify that
margin requirements for certain
complex option spreads are provided for
under CBOE Rule 12.3. The Exchange
proposes to implement this
interpretation through a Regulatory
Circular that will set forth the margin
requirements for such complex spreads.
The Exchange believes that the complex
spreads in question are simply another
way of expressing a collection of two or
more basic option spreads (i.e., the
butterfly spread, the box spread, and the
time spread) already covered under the
margin rules. Therefore, the Exchange
believes that the complex spread margin

requirements are reasonably implied by,
and are a logical extension of, the
current margin rules. The proposed
Regulatory Circular is intended to be a
temporary measure and will operate as
a pilot for one year from the date of
approval of the Regulatory Circular by
the Commission.

The proposed Regulatory Circular
identifies seven complex spread
configurations, each of which can be
shown to equate, on a risk/reward basis,
to a package of two or more basic spread
strategies that are already identified and
ascribed a margin requirement under
the Exchange’s current margin rules.
According to the Exchange, netting the
common option series between the basic
spreads in the package corresponding to
a complex spread actually results in the
complex spread. Therefore, the
Exchange believes that a complex
spread can be viewed as the sum of two
or more basic spreads. The Exchange
believes further that for each complex
spread configuration identified in the
proposed Regulatory Circular, the sum
of the margin required on the basic
spreads in an equivalent package covers
the maximum risk of the complex
spread, and is an appropriate minimum
requirement.

The proposed Regulatory Circular
holds that a margin requirement for
each of the seven complex spread
configurations identified is, in effect,
provided for under current CBOE
margin rules because they equate to
basic spread strategies for which margin
requirements are already specified.
Therefore, according to the Exchange,
the proposed Regulatory Circular will
allow member organizations to require
margin for the subject complex spreads,
whether established outright or through
netting, of not less than the sum of the
margin required on each basic spread in
its corresponding package.

To be eligible for the margin
requirements set forth in the proposed
Regulatory Circular, a complex spread
must match one of the seven patterns

specified in the proposed Regulatory
Circular. Furthermore, the proposed
Regulatory Circular mandates that: (1)
Complex spreads must be carried in a
margin account; (2) European-style
options are prohibited for complex
spread configurations having a long
option series that expires after the other
option series (i.e., involves a time
spread); (3) the intervals between
exercise prices of each option series
must be equal; and (4) each complex
spread must comprise four option
series, with the exception of one
configuration, which must comprise
three option series. In view of these
limitations, the Exchange believes the
complex spread margin requirements
are non-controversial.

2. Statutory Basis

The Exchange believes that the
proposed Regulatory Circular clarifies
that the Exchange’s current margin rules
extend to complex option spreads,
thereby, allowing investors to more
efficiently implement these strategies.
As such, the Exchange believes that the
proposed Regulatory Circular
interpretation of CBOE Rule 12.3 is
consistent with and furthers the
objectives of Section 6(b)(5) of the Act,*
in that it is designed to perfect the
mechanisms of a free and open market
and to protect investors and the public
interest.

B. Self-Regulatory Organization’s
Statement on Burden on Competition

The CBOE does not believe that the
proposed Regulatory Circular
interpretation of CBOE Rule12.3 will
impose any burden on competition that
is not necessary or appropriate in
furtherance of the purposes of the Act.

415 U.S.C. 78f(b)(5).



41030

Federal Register/Vol. 68, No. 131/ Wednesday, July

9, 2003/ Notices

C. Self-Regulatory Organization’s
Statement on Comments on the
Proposed Rule Change Received From
Members, Participants or Others

No written comments were solicited
or received with respect to the proposed
Regulatory Circular interpretation of
CBOE Rule 12.3.

II1. Date of Effectiveness of the
Proposed Rule Change and Timing for
Commission Action

Within 35 days of the date of
publication of this notice in the Federal
Register or within such longer period (i)
as the Commission may designate up to
90 days of such date if it finds such
longer period to be appropriate and
publishes its reasons for so finding or
(ii) as to which the Exchange consents,
the Commission will:

A. by order approve such proposed
rule change; or

B. institute proceedings to determine
whether the proposed rule change
should be disapproved.

IV. Solicitation of Comments

Interested persons are invited to
submit written data, views and
arguments concerning the foregoing,
including whether the proposed rule
change, as amended, is consistent with
the Act. Persons making written
submissions should file six copies
thereof with the Secretary, Securities
and Exchange Commission, 450 Fifth
Street, NW., Washington, DC 20549—
0609. Copies of the submission, all
subsequent amendments, all written
statements with respect to the proposed
rule change that are filed with the
Commission, and all written
communications relating to the
proposed rule change between the
Commission and any person, other than
those that may be withheld from the
public in accordance with the
provisions of 5 U.S.C. 552, will be
available for inspection and copying in
the Commission’s Public Reference
Room. Copies of such filing will also be
available for inspection and copying at
the principal office of the Exchange. All
submissions should refer to file number
SR-CBOE-2003-24 and should be
submitted by July 30, 2003.

For the Commission, by the Division of

Market Regulation, pursuant to delegated
authority.5

Margaret H. McFarland,

Deputy Secretary.

[FR Doc. 03-17274 Filed 7-8—03; 8:45 am]
BILLING CODE 8010-01-P

517 CFR 200.30-3(a)(12).
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Self-Regulatory Organizations; The
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Approving Proposed Rule Change to
Restrict the Next-Day Matched
Reclamation Process

July 2, 2003.

I. Introduction

On April 7, 2003, The Depository
Trust Company (“DTC”) filed with the
Securities and Exchange Commission
(“Commission”) proposed rule change
SR-DTC-2003—-06 pursuant to Section
19(b)(1) of the Securities Exchange Act
of 1934 (“Act”).? Notice of the proposal
was published in the Federal Register
on May 29, 2003.2 For the reasons
discussed below, the Commission is
approving the proposed rule change.

II. Description

DTC’s current reclamation procedures
allow participants to submit
reclamations to reverse completed
Deliver Order (“DO”’) and Payment
Order (“PO”) transactions. When
reclamation instructions are received,
DTC currently attempts to match the
reclaim with a completed original
transaction processed on the current day
(“same-day reclaims”’) or on the
preceding business day (‘“‘next-day
reclaims”). Reclamations that are not
matched to original deliveries are
considered unmatched reclaims and are
subject to the same rules and controls as
original transactions. Reclamations that
are matched to original deliveries are
considered matched reclaims and are
permitted to bypass the Receiver
Authorized Delivery (“RAD”) system
and override DTC’s risk management
controls if they are DOs less than $15
million or POs less than $1 million.3 In
addition, matched reclamations can be
processed in the exclusive reclaim
period (3:20 p.m. to 3:30 p.m.) and
cannot be re-reclaimed by the receiver
(i.e., the original deliverer).

Reclamations in general and next-day
reclamations in particular impair the
finality of settlement and prolong the

115 U.S.C. 78s(b)(1).

2 Securities Exchange Act Release No. 47899 (May
21, 2003), 68 FR 32143.

3RAD is a control mechanism that allows
participants to review transactions prior to
completion of processing in order to limit exposure
from misdirected or erroneously entered deliveries
or payment orders. The override of RAD and DTC’s
risk management controls is designed to address
industry concern that the receiver not be “stuck”
with a delivery it does not know because of RAD
or the risk management controls.

period during which delivering
participants and DTC are at risk. To
minimize this exposure, DTC is
eliminating the next-day matched
reclamation process. Under its revised
procedures, DTC will continue to accept
reclamation instructions and link those
reclaim transactions to original
transactions. However, only reclamation
transactions that are linked to original
transactions processed the same
processing day will be considered
matched. Only matched reclaim
transactions will be permitted to bypass
RAD and DTC’s risk management
controls. In addition, only matched
reclaim transactions can be submitted in
the exclusive reclaim period and will be
blocked from subsequent re-reclamation
by the receiver.

Reclamation transactions that are
linked to original transactions processed
prior to the current processing day will
be processed in the same manner as
other deliveries. That is, they will not
bypass RAD or DTC’s risk management
controls. Linked reclamations will have
to be submitted during normal input
times and cannot be submitted in the
exclusive reclaim period. Furthermore,
a participant receiving a linked
reclamation that it believes is
inappropriate will be able to re-reclaim
that transaction. To allow participants
to continue to automatically track
transaction status changes, however,
both matched and linked reclaim output
will contain the Relative Block Number
assigned by DTC of both the reclamation
transaction and the original transaction.

DTC plans to implement the
enhancements to the reclamation
process in phases. Beginning July 17,
2003, DTC will eliminate the next-day
matched reclaim process for money
market instruments (“MMIs”’). DTC
plans to eliminate the next-day matched
reclaim capability for all other securities
late in 2003 or early in 2004. At that
time, DTC will begin linking
reclamation transactions with original
transactions processed in the preceding
60 days.

III. Discussion

Section 17A(b)(3)(F) of the Act
requires that the rules of a clearing
agency be designed, among other things,
to promote the prompt and accurate
clearance and settlement of securities
transactions and to assure the
safeguarding of securities and funds
which are in its custody or control or for
which it is responsible.4 The
Commission finds that DTC’s proposed
rule change is consistent with this
requirement because it should bring

415 U.S.C. 78q—-1(b)(3)(F).
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