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institutions regarding registration in the
Program or other aspects of Rule 17f-1;
and (3) all confirmations or other
information received from the
Commission or its designee as a result
of inquiry.

Reporting institutions utilize these
records and reports (a) to report missing,
lost, stolen or counterfeit securities to
the database, (b) to confirm inquiry of
the database, and (c) to demonstrate
compliance with Rule 17f-1. The
Commission and the reporting
institutions’ examining authorities
utilize these records to monitor the
incidence of thefts and losses incurred
by reporting institutions and to
determine compliance with Rule 17f-1.
If such records were not retained by
reporting institutions, compliance with
Rule 17f-1 could not be monitored
effectively.

The Commission estimates that there
are 25,714 reporting institutions
(respondents) and, on average, each
respondent would need to retain 33
records annually, with each retention
requiring approximately 1 minute (33
minutes or .55 hours). The total
estimated annual burden is 14,142.7
hours (25,714 x .55 hours = 14,142.7).
Assuming an average hourly cost for
clerical work of $20.00, the average total
yearly record retention cost for each
respondent would be $11.00. Based on
these estimates, the total annual cost for
the estimated 25,714 reporting
institutions would be approximately
$282,854.

Rule 17f-1(g) does not require
periodic collection, but does require
retention of records generated as a result
of compliance with Rule 17f-1. Under
Section 17(b) and (f) of the Act, the
information required by Rule 17f-1(g) is
available to the Commission and
Federal bank regulators for
examinations or collection purposes.
Rule 04 of the Act deems such
information to be confidential. Please
note that an agency may not conduct or
sponsor, and a person is not required to
respond to, a collection of information
unless it displays a currently valid
control number.

General Comments regarding the
above information should be directed to
the following persons: (i) Desk Officer
for the Securities and Exchange
Commission, by sending an e-mail to
David_Rostker@omb.eop.gov; and (ii) R.
Corey Booth, Director/Chief Information
Officer, Office of Information
Technology, Securities and Exchange
Commission, 450 5th Street, NW.,
Washington, DC 20549. Comments must
be submitted to OMB within 30 days of
this notice.

November 30, 2004.
Jill M. Peterson,
Assistant Secretary.
[FR Doc. E4—3499 Filed 12—6—04; 8:45 am]
BILLING CODE 8010-01-P
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November 30, 2004.

Pursuant to section 19(b)(1) of the
Securities Exchange Act of 1934
(“Act”),! and Rule 19b—4 thereunder,2
notice is hereby given that on November
17, 2004, 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 and II
below, which items have been prepared
by the CBOE. The Exchange has filed
the proposal as a “non-controversial”
rule change pursuant to section
19(b)(3)(A)(iii) of the Act,2 and Rule
19b—4(f)(6) thereunder,* which renders
the proposal effective upon filing with
the Commission.? The Commission is
publishing this notice to solicit
comments on the proposed rule change
from interested persons.

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

The CBOE proposes to introduce for
trading revised-value versions of the
European-style, P.M.-settled option
contract on the Standard & Poor’s 100
Stock Index that is currently listed and
traded on the Exchange. The text of the
proposed rule change is below.
Proposed new language is in italics.

CHAPTER XXIV
Index Options

* * * * *

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

217 CFR 240.19b—4.

315 U.S.C. 78s(b)(3)(A)(iii).

417 CFR 240.19b—-4(f)(6).

5 The CBOE asked the Commission to waive the
30-day operative delay. See Rule 19b—4(f)(6)(iii). 17
CFR 240.19b—4(f)(6)(iii).

Rule 24.9—Terms of Index Option
Contracts

Rule 24.9(a)—(c) No Change.

* * * Interpretations and Policies:

.01 The procedures for adding and
deleting strike prices for index options
are provided in Rule 5.5 and
Interpretations and Policies related
thereto, as otherwise generally provided
by Rule 24.9, and include the following:

(a) The interval between strike prices
will be no less than $5.00; provided,
that in the case of the following classes
of index options, the interval between
strike prices will be no less than $2.50:

[Add the following to the end of the
current list]

European-Style Exercise S&P 100
Index Options (XEO) (Vsth value), if the
strike price is less than $200.00.

(b)—(d) No change.

.02—.11 No change.

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 those
statements may be examined at the
places specified in item IV below. The
Exchange 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 the
Statutory Basis for, the Proposed Rule
Change

1. Purpose

Since July 2001, the Exchange has
listed for trading cash-settled and P.M.-
settled options with European-style
exercise on the Standard & Poor’s 100
Stock Index (“S&P 100 Index’’).6 These
options trade on the CBOE under the
symbol XEO.” The purpose of this
proposed rule change filing is to allow
the Exchange to list European-style
exercise, cash-settled, P.M.-settled
options on (1) an increased-value
version of the XEO, and (2) a reduced-
value version of the XEO. The Exchange

6 The S&P 100 Index is a broad-based,
capitalization-weighted index that is based on 100
highly capitalized stocks from a broad range of
industries. CBOE has traded cash-settled options
with American-style exercise on the S&P 100 Index
since 1983, under the trading symbol OEX.

7 See Securities Exchange Act Release No. 44556
(July 16, 2001), 66 FR 38046 (July 20, 2001) (Notice
of Filing and Immediate Effectiveness which
allowed CBOE to list European-style exercise, cash-
settled options on the XEO).
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is proposing to offer these particular
new versions of the XEO option to
accommodate the needs of a broader
range of investors than is currently
served by listing options only on the
XEO.

Increased-Value Options on the XEO

CBOE proposes to list a European-
style exercise, cash-settled, P.M.-settled
option that is based on two times the
value of the XEO (“Increased-Value
XEO”). The Exchange believes that
offering Increased-Value XEO options
will attract large institutional customers
who seek a greater exposure to the
underlying component stocks that make
up the S&P 100 Index. With one
Increased-Value XEO contract, an
institutional customer will be able to
gain twice the exposure to the S&P 100
Index than with one normal XEO
contract.

Reduced-Value Options on the XEO

CBOE also proposes to list a
European-style exercise, cash-settled,
P.M.-settled option that is based on one-
fifth (¥sth) the value of the XEO
(“Reduced-Value XEO”). The Exchange
believes that offering Reduced-Value
XEO options will allow CBOE to attract
additional business from customers that
may not otherwise be able to invest in
regular XEO or Increased-Value XEO
options. To illustrate, currently an
October XEO 545 call would cost an
investor approximately $710, whereas
with a Reduced-Value XEO, the Ysth
version of the same call would only cost
an investor $142.8 The Exchange
believes that the Reduced-Value XEO
will allow retail investors to obtain a
hedge that is more proportionate to their
respective positions in the stocks that
comprise the S&P 100 Index and that
will not require as large an outlay of
capital as the regular XEO options.

The Exchange believes that both the
Reduced-Value and Increased-Value
options on the XEO should attract a
wider range of investors and, in turn,
create a more active and liquid trading
environment for S&P 100 Index options.
The Exchange will continue listing and
trading the current XEO options
contract and both the Increased-Value
XEO options and the Reduced-Value
XEO options will trade under their own
respective trading symbols.

The Commission and The Options
Clearing Corporation will be notified of
the new trading symbols and CBOE will
issue a circular detailing the option
contract specifications to CBOE

8 Estimates are based on a randomly selected last
sale price (intra day) for the 2004 OCT 545.00 call
on the XEO during the September 15, 2004, trading
day.

membership prior to the listing of
options series on the Increased-Value
and Reduced-Value XEO. Additionally,
the Exchange will disseminate prices for
the Increased-Value and Reduced-Value
XEO contracts every 15 seconds through
the Option Price Reporting Authority.

Strike price intervals on the
Increased-Value XEO shall be identical
to the strike price intervals for normal
XEO options, which are currently set to
bracket the S&P Index in 5-point
increments. Strike prices for Reduced-
Value XEO options will be set to bracket
the index in 2V point increments for
strikes at or below 200 and in 5-point
increments above 200. The minimum
tick size for Increased-Value and
Reduced-Value XEO series trading
below $3 will be 0.05 and for series
trading above $3 the minimum tick will
be 0.10. The trading hours for Increased-
Value and Reduced-Value XEO
contracts will be from 8:30 a.m. to 3:15
p.m. c.s.t.

Position Limits

Consistent with CBOE Rule 24.4(d),
there are no position limits for broad-
based index option contracts on the
OEX,® or similarly, for XEO options.10
The approval order giving CBOE the
authority to list options on the XEO
notes that, because the only difference
between OEX and XEO options is the
manner in which the respective
contracts are exercised (i.e., “American-
style” versus “European-style”’), XEO
series may also be traded without
position limits for the purposes of CBOE
Rule 24.4(d).1* Similarly, the Exchange
believes that Increased-Value and
Reduced-Value XEO options are no
different than the regular XEO options,
other than the fact that one contract is
based on twice the value of the S&P 100
Index, and one contract is based on one-
fifth the value of the S&P 100 Index,
respectively. As such, Increased-Value
and Reduced-Value XEO options shall
not be subject to any position limits.

Exercise and Settlement

Exercise and settlement on both the
Increased-Value XEO and the Reduced-
Value XEO options will be identical to
existing XEO options. Series in both the
Increased-Value XEO and the Reduced-
Value XEO will expire on the Saturday
following the third Friday of the
expiration month. Trading in the
expiring contract month will normally

9 See Securities Exchange Act Release No. 44994
(October 26, 2001), 66 FR 55722 (November 2, 2001)
(order approving CBOE’s rule change, which
proposed the elimination of position and exercise
limits for OEX, SPX, and DJX index options).

10 See supra note 7.

11 See supra note 9.

cease at 3:15 p.m. (c.s.t.) on the business
day preceding the last day of trading in
the component securities of the Index
(ordinarily the Thursday before
expiration Saturday, unless there is an
intervening holiday). The exercise-
settlement value of the Index at option
expiration will be calculated by
Standard and Poor’s based on the
exercise-settlement value, OEX, is
calculated using the last (closing)
reported sales price in the primary
market of each component stock on the
last business day before the expiration
date. If a component security fails to
open for trading, the exercise settlement
value will be determined in accordance
with CBOE Rules 24.7(e) and 24.9(a)(4).
When the last trading day is moved
because of Exchange holidays (such as
when CBOE is closed on the Friday
before expiration), the last trading day
for expiring options will be Wednesday
and the exercise settlement value of
index options at expiration will be
determined at the opening of regular
trading on Thursday.

S&P 100 Index Maintenance

Because the underlying S&P 100
Index is monitored and maintained by
Standard and Poor’s, Standard and
Poor’s will be responsible for making all
necessary adjustments to the S&P 100
Index to reflect component deletions,
share changes, stock splits, stock
dividends (other than an ordinary cash
dividend), and stock price adjustments
due to restructuring, mergers, or spin-
offs involving the underlying
components. Some corporate actions,
such as stock splits and stock dividends,
require simple changes to the available
shares outstanding and the stock prices
of the underlying components. Other
corporate actions, such as share
issuances, change the market value of
the Index and would require the use of
an index divisor to effect adjustments.

Surveillance

Because the S&P 100 Index
underlying the increased-value and the
reduced-value options remains
unchanged, the Exchange will use the
same procedures used in the
surveillance of XEO options for
surveillance in the trading of the
Increased-Value XEO and Reduced-
Value XEO options. Further, CBOE
represents that these surveillance
procedures are adequate to monitor the
trading in both Increased-Value XEO
and Reduced-Value XEO options, as
well as in LEAPS on the same respective
options.
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Margin

The S&P 100 Index is a “‘broad-based
index” and, under CBOE margin rules
the margin requirement for a short put
or call on each respective Increased-
Value XEO and Reduced-Value XEO
option contract shall be 100% of the
current market value of the contract
plus up to 15% of the respective
underlying index value.?2 More
specifically, for purchases of puts or
calls with more than 9 months until
expiration, customers must deposit and
continue to maintain 75% of the total
cost of the option’s current market
value. When time to expiration reaches
9 months, the option no longer has
value for margin purposes. Purchases of
puts or calls with 9 months or less until
expiration must be paid for in full.
Writers of uncovered puts or calls must
deposit and continue to maintain 100%
of the option proceeds plus 15% of the
aggregate contract value (current index
level x $100) minus the amount by
which the option is out-of-the-money, if
any, subject to a minimum for calls of
option proceeds plus 10% of the
aggregate contract value and a minimum
for puts of option proceeds plus 10% of
the aggregate exercise price amount.3

The Exchange also notes that
Interpretation and Policy .04 to CBOE
Rule 24.4, which authorizes the
imposition of additional margin in OEX
positions, shall also apply to all XEO
option series, which are based on the
same underlying index as OEX option
series.14

Other Exchange Rules Applicable

Except as modified herein, the Rules
in Chapter XXIV will govern the trading
of Increased-Value XEO and Reduced-
Value XEO options on the Exchange.
Additionally, in accordance with CBOE
Rule 24A.4(b) (Special Terms for FLEX
Index Options), CBOE reserves the right
to approve and open for trading FLEX
options on the Increased-Value XEO and
Reduced-Value XEO and, in accordance
with CBOE Rule 24A.7(a)(i), because the
Increased-Value XEO and Reduced-
Value XEO are both broad-based
indexes, there shall be no position or
exercise limits for these FLEX index
options. Finally, CBOE affirms that it
possesses the necessary systems
capacity to support new series that
would result from the introduction of
the aforementioned index options.

12 See CBOE Rule 12.3(c)(5)(A).

13 For calculating maintenance margin, the
option’s current market value, as opposed to the
total cost/option proceeds method, must be used.
Additional margin may be required pursuant to
CBOE Rule 12.10.

14 See supra note 7.

2. Statutory Basis

The Exchange believes that the
addition of Increased-Value XEO and
Reduced-Value XEO option series
creates new investment options for a
broader range of customers that will
appeal to many institutions,
professional traders, and investors. The
Exchange believes that the introduction
of these options will attract additional
order-flow to the index floor and will
increase liquidity in these options in the
market in general. For these reasons, the
Exchange believes that the proposed
rule change is consistent with section
6(b) of the Act 15 in general, and in
particular with section 6(b)(5) of the
Act 16 in that it is designed to promote
just and equitable principles of trade as
well as to protect investors and the
public interest.

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

CBOE does not believe that the
proposed rule change will impose any
burden on competition.

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
rule change.

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

The Exchange asserts that the
foregoing proposed rule change has
become effective upon filing pursuant to
section 19(b)(3)(A) of the Act17 and
Rule 19b—4(f)(6) thereunder 18 because it
does not:

(i) Significantly affect the protection
of investors or the public interest;

(ii) Impose any significant burden on
competition; and

(iii) Become operative for 30 days
from the date of filing, or such shorter
time as the Commission may designate
if consistent with the protection of
investors and the public interest.

A proposed rule change filed under
Rule 19b—4(f)(6) 1° normally does not
become operative prior to 30 days after
the date of filing. However, Rule 19b—
4(f)(6)(iii) permits the Commission to
designate a shorter time if such action
is consistent with the protection of
investors and the public interest. The
Exchange satisfied the five-day pre-

1515 U.S.C. 78f(b).

1615 U.S.C. 78f(b)(5).
1715 U.S.C. 78s(b)(3)(A).
1817 GFR 240.19b—4(f)(6).
1917 CFR 240.19b—4(f)(6).

filing requirement. The Exchange
further requested that the Commission
waive the 30-day operative delay, as
specified in Rule 19b—4(f)(6)(iii), and
designate the proposed rule change to
become operative on November 18,
2004. The Commission notes that the
proposed rule change does not raise any
new, novel or complex regulatory issues
because the Exchange currently trades
the XEO contracts.2® The proposed rule
change would permit a reduced value
version and an increased value version
of the XEO products to be traded. These
products should accommodate the
needs of a broader range of investors
investing in the options market. The
Commission believes, therefore, that it
is consistent with the protection of
investors and the public interest to
waive the 30-day pre-operative period
in this case, and has determined to
designate the operative date to be
November 18, 2004, the date requested
by the Exchange.2! Allowing the rule
change to become operative on
November 18, 2004, will allow the
Exchange to begin listing and trading
the new options as soon as possible after
the November expiration and will allow
investors to establish positions during
the earliest portion of the monthly
cycle.

At any time within 60 days of the
filing of the proposed rule change, the
Commission may summarily abrogate
such rule change if it appears to the
Commission that such action is
necessary or appropriate in the public
interest, for the protection of investors,
or otherwise in furtherance of the
purposes of the Act.22

IV. Solicitation of Comments

Interested persons are invited to
submit written data, views, and
arguments concerning the foregoing,
including whether the proposed rule
change is consistent with the Act.
Comments may be submitted by any of
the following methods:

Electronic Comments

e Use the Commission’s Internet
comment form (http://www.sec.gov/
rules/sro.shtml); or

¢ Send an e-mail to rule-
comments@sec.gov. Please include File
Number SR-CBOE-2004-74 on the
subject line.

20 See supra note 7.

21For the purposes only of accelerating the
operative date of this proposal, the Commission has
considered the proposed rule’s impact on
efficiency, competition, and capital formation. See
15 U.S.C. 78c(f).

22 See section 19(b)(3)(C) of the Act, 15 U.S.C.
78s(b)(3)(C).
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Paper Comments

e Send paper comments in triplicate
to Jonathan G. Katz, Secretary,
Securities and Exchange Commission,
450 Fifth Street, NW., Washington, DC
20549-0609.

All submissions should refer to File
Number SR-CBOE-2004-74. This file
number should be included on the
subject line if e-mail is used. To help the
Commission process and review your
comments more efficiently, please use
only one method. The Commission will
post all comments on the Commission’s
Internet Web site (http://www.sec.gov/
rules/sro.shtml). 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
Section, 450 Fifth Street, NW.,
Washington, DC 20549. Copies of such
filing also will be available for
inspection and copying at the principal
office of the CBOE. All comments
received will be posted without change;
the Commission does not edit personal
identifying information from
submissions. You should submit only
information that you wish to make
available publicly. All submissions
should refer to File Number SR-CBOE—
2004-74 and should be submitted on or
before December 28, 2004.

For the Commission, by the Division of
Market Regulation, pursuant to delegated
authority.23

Jill M. Peterson,

Assistant Secretary.

[FR Doc. E4—-3513 Filed 12—-6-04; 8:45 am]|
BILLING CODE 8010-01-P

2317 CFR 200.30-3(a)(12).

SECURITIES AND EXCHANGE
COMMISSION

[Release No. 34-50775; File No. SR-CBOE-
2004-64]

Self-Regulatory Organizations;
Chicago Board Options Exchange,
Inc.; Order Approving Proposed Rule
Change Relating to the Allocation of N-
Second Group Trades Pursuant to
Rule 6.45A(c)

December 1, 2004.

On October 14, 2004, the Chicago
Board Options Exchange, Inc., (“CBOE”
or “Exchange”) submitted to the
Securities and Exchange Commission
(“Commission”), pursuant to Section
19(b)(1) of the Securities Exchange Act
of 1934 (“‘Act”’)? and Rule 19b—4
thereunder,2 a proposed rule change to
eliminate the Designated Primary
Market-Maker (“DPM”) participation
entitlement for trades occurring
pursuant to CBOE Rule 6.45A(c). The
Commission published the proposed
rule change for comment in the Federal
Register on November 1, 2004.3 The
Commission received no comments on
the proposed rule change.

After careful consideration, the
Commission finds that the proposed
rule change is consistent with the
requirements of the Act and the rules
and regulations thereunder that are
applicable to a national securities
exchange.* In particular, the
Commission believes that the proposed
rule change is consistent with Section
6(b)(5) of the Act,> which requires
among other things, that the rules of the
Exchange are designed to prevent
fraudulent and manipulative acts and
practices, to promote just and equitable
principles of trade, and, in general, to
protect investors and the public interest.
The Commission believes that by
eliminating the DPM participation
entitlement for trades occurring
pursuant to CBOE Rule 6.45A(c), DPMs
will be treated as any other market
participant under the rule, allowing all
market participants to be on equal
footing.

It is therefore ordered, pursuant to
Section 19(b)(2) of the Act,® that the

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

217 CFR 240.19b—4.

3 Securities Exchange Act Release No. 50583
(October 22, 2004), 69 FR 63418 (November 1,
2004).

4In approving this proposed rule change, the
Commission notes that it has considered the
proposed rule’s impact on efficiency, competition,
and capital formation. See 15 U.S.C. 78c(f).

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

615 U.S.C. 78s(b)(2).

proposed rule change (SR—-CBOE-2004—
64) be, and it hereby is, approved.
For the Commission, by the Division of

Market Regulation, pursuant to delegated
authority.”

Jill M. Peterson,

Assistant Secretary.

[FR Doc. E4-3515 Filed 12—6—04; 8:45 am]
BILLING CODE 8010-01-P

SECURITIES AND EXCHANGE
COMMISSION

[Release No. 34-50773; File No. SR-MSRB-
2004-08]

Self-Regulatory Organizations; Notice
of Filing of Proposed Rule Change by
the Municipal Securities Rulemaking
Board Relating to Amendments to
MSRB Rule G-34, on CUSIP Numbers
and New Issue Requirements, To
Facilitate Real-Time Transaction
Reporting of Trades in New Issue
Municipal Securities

December 1, 2004.

Pursuant to section 19(b)(1) of the
Securities Exchange Act of 1934
(“Act”),? and Rule 19b—4 thereunder,2
notice is hereby given that on November
18, 2004, the Municipal Securities
Rulemaking Board (“MSRB” or
“Board”) filed with the Securities and
Exchange Commission (‘“SEC” or
“Commission”’) the proposed rule
change as described in items I, II, and
I below, which items have been
prepared by the MSRB. The
Commission is publishing this notice to
solicit comments on the proposed rule
change from interested persons.

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

The MSRB is filing a proposed rule
change consisting of an amendment to
its rule G-34, on CUSIP numbers and
new issue requirements, to facilitate
real-time transaction reporting of trades
in new issue municipal securities.

Below is the text of the proposed rule
change. Proposed new language is in
italics; proposed deletions are in
brackets.

* * * * *

Rule G-34: CUSIP Numbers and New
Issue Requirements

(a) New Issue Securities.

(i) Assignment of CUSIP Numbers.

(A) Except as otherwise provided in
this section (a), each broker, dealer or
municipal securities dealer who

717 CFR 200.30-3(a)(12).
115 U.S.C. 78s(b)(1).
217 CFR 240.19b—4.
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