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Environmental Impact of the Proposed 
Action

The proposed alternate inspection 
program would ensure that excessive 
leakage from the primary containment 
from the repaired areas of the Core 
Spray minimum flow lines does not 
exist and would provide a level of safety 
at least equivalent to that attained by 
compliance with section IV.A. of 
appendix J to 10 CFR part 50. On this 
basis, the Commission concludes that 
there are no significant radiological 
impacts associated with this proposed 
exemption.

With regard to potential 
nonradiological impacts, the proposed 
exemption involves features located 
entirely within the restricted areas as 
defined in 10 CFR part 20. It does not 
affect nonradiological plant effluents 
and has no other environmental impact. 
Therefore, the Commission concludes 
that there are no significant 
nonradiological environmental impacts 
associated with the proposed 
exemption.
Alternative to the Proposed Action

As an alternative to the proposed 
action, the staff considered denial of the 
proposed action. Denial of the 
application would result in no change 
in current environmental impacts. The 
environmental impacts of the proposed 
action and the alternative action are 
similar. This alternative would also 
result in an unwarranted extension of 
the fall 1993 maintenance outage 
beyond the planned 3 weeks.
Alternative Use of Resources

The actions associated with the 
granting of the proposed exemption as 
detailed above do not involve the use of 
resources not previously considered in 
connection with the “Final 
Environmental Statement Related to 
Operation of the James A. FitzPatrick 
Nuclear Power Plant,” dated March 
1973 .

Agencies and Persons Contacted
The Commission consulted with the 

State of New York regarding the 
environmental impact of the proposed 
action.

Finding of No Significant Impact
The Commission has determined not 

to prepare an environmental impact 
statement for the proposed exemption.

Based on the foregoing environmental 
assessment the Commission concludes 
that the proposed action will not have 
a significant effect on the quality of the 
human environment.

For further details with respect to this 
action, see the licensee’s application for

exemption dated June 28,1993. This 
document is available for public 
inspection at the Commission’s Public 
Document Room, 2120 L Street, NW., 
Washington, DC 20555 and at the 
Reference and Documents Department, 
Penfield Library, State University of 
New York, Oswego, New York.

Dated at Rockville, Maryland, this 29th day 
of July, 1993.

For the Nuclear Regulatory Commission. 
R o b e rt A . C a p ra ,
D irector, Project D irectorate l - l , D ivision o f 
R eactor P rojects-I/II, O ffice o f N uclear 
R eactor R egulation .
IFR Doc. 93-18712 Filed 8-4-93; 8:45 am]
BILLING CODE 7590-01-M

Regulatory Guide; Withdrawal

The Nuclear Regulatory Commission 
is withdrawing Regulatory Guide 1.108, 
“Periodic Testing of Diesel Generator 
Units Used as Onsite Electric Power 
Systems at Nuclear Power Plants.” The 
guide was issued in August 1976 
[Revision 1, August 1977) to provide 
guidance on methods acceptable to the 
NRC staff for periodic testing of diesel 
generator units to ensure the units could 
meet availability requirements.

•The guidance in Regulatory Guide
1.108 has been updated and 
incorporated into Revision 3 of 
Regulatory Guide 1.9, “Selection,
Design, Qualification, and Testing of 
Emergency Diesel Generator Units Used 
as Class IE Onsite Electric Power 
Systems at Nuclear Power Plants,” 
which was issued recently. Since there 
is no long«- a need for Regulatory Guide 
1.108, it has been withdrawn. However, 
the withdrawal of Regulatory Guide
1.108 does not alter any prior or existing 
licensing commitments based on its use.

Regulatory guides may also be 
withdrawn when they are superseded 
by the Commission’s regulations, when 
equivalent recommendations have been 
incorporated in applicable approved 
codes and standards, or when changes 
in methods and techniques or in the 
need for specific guidance have made 
them obsolete.

Comments and suggestions in 
connection with items for inclusion in 
guides currently being developed or 
improvements in all published guides 
are encouraged at any time. Written 
comments may be submitted to the 
Regulatory Publications Branch,
Division of Freedom of Information and 
Publications Services, Office of 
Administration, U.S. Nuclear Regulatory 
Commission, Washington, DC 20555.
(5 U.S.C. 552(a))

Dated at Rockville, Maryland, this 19th day 
ofJuly, 1993.

For the Nuclear Regulatory Commission. 
Eric S. Beckjord,
D irector, O ffice o f N uclear Regulatory  
R esearch.
[FR Doc. 93—18707 Filed 8-4-93; 8:45 am)
BILLING CODE 7500-01-M

Regulatory Guide; Issuance, 
Availability

The Nuclear Regulatory Commission 
has issued a revision to a guide in its 
Regulatory Guide Series. This series has 
been developed to describe and make 
available to the public such information 
as methods acceptable to the NRC staff 
for implementing specific parts of the 
Commission’s regulations, techniques 
used by the staff in evaluating specific 
problems or postulated accidents, and 
data needed by the staff in its review of 
applications for permits and licenses.

Revision 1 to Regulatory Guide 8.9, 
“Acceptable Models, Equations, and 
Assumptions for a Bioassay 
Program,’’describes practical and 
consistent methods acceptable to the 
NRC staff for estimating intake of 
radionuclides using bioassay 
measurements.

Comments and suggestions in 
connection with items for inclusion in 
guides currently being developed or 
improvements in all published guides 
are encouraged at any time. Written 
comments may be submitted to the 
Regulatory Publications Branch, 
Division of Freedom of Information and 
Publications Services, Office of 
Administration, U.S. Nuclear Regulatory 
Commission, Washington, DC 20555.

Regulatory Guides are available for 
inspection at the Commission’s Public 
Document Room, 2120 L Street NW., 
Washington, DC. Copies of issued 
guides may be purchased from the 
Government Printing Office at the 
current GPO price. Information on 
current GPO prices may be obtained by 
contacting the Superintendent of 
Documents, U.S. Government Printing 
Office, Post Office Box 37082, 
Washington, DC 20013-7082, telephone 
(202) 512-2249 or (202) 512-2171. 
Issued guides may also be purchased 
from the National Technical Information 
Service on a standing order basis.
Details on this service may be obtained 
by writing NTIS, 5285 Port Royal Road. 
Springfield, VA 22161.
(5 U.S.C. 552(a))

Dated at Rockville, Maryland, this 8th day 
of July, 1993.
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F o r  th e  N u cle a r  R eg u la to ry  C o m m issio n . 
E r ic  S . B e c k jo rd ,
D irector, O ffice o f N uclear R egulatory  
R esearch .
[F R  D oc. 9 3 - 1 8 7 0 8  F ile d  8 - 4 - 9 3 ;  8 :4 5  am ] 
BILUNG CODE 7590-01-«l

[Docket No. 50-213]

Connecticut Yankee Atomic Power 
Co.; Issuance of Amendment to 
Facility Operating License

The U.S. Nuclear Regulatory 
Commission (Commission) has issued 
Amendment No. 161 to Facility 
Operating License No. DPR-61 issued to 
Connecticut Yankee Atomic Power 
Company (the licensee), which revised 
the Technical Specifications for 
operation of the Haddam Neck Plant 
located in Middlesex County, 
Connecticut. The amendment is 
effective as of the date of issuance.

The amendment modified the 
Technical Specifications to upgrade the 
feedwater control system from an analog 
to a digital system.

The application for the amendment 
complies with the standards and 
requirements of the Atomic Energy Act 
of 1954, as amended (the Act), and the 
Commission’s rules and regulations.
The Commission has made appropriate 
findings as required by the Act and the 
Commission’s rules and regulations in 
10 CFR chapter I, which are set forth in 
the license amendment.

Notice of Consideration of Issuance of 
Amendment and Opportunity for 
Hearing in connection with this action 
was published in the Federal Register 
on March 8,1993, (58 FR 12976). No 
request for a hearing or petition for 
leave to intervene was filed following 
this notice.

The Commission has prepared an 
Environmental Assessment related to 
the action and has determined not to 
prepare an environmental impact 
statement. Based upon the 
environmental assessment, the 
Commission has concluded that the 
issuance of this amendment will not 
have a significant effect on the quality 
of the human environment (58 FR 
31760).

For further details with respect to the 
action see (1) the application for 
amendment dated January 29,1993, and 
supplemented April 30,1993, (2) 
Amendment No. 161 to License No. 
DPR-61, (3) the Commission’s related 
Safety Evaluation, and (4) the 
Commission’s Environmental 
Assessment dated May 27,1993. All of 
these items are available for public 
inspection at the Commission’s Public

Document Room, the Gelman Building, 
2120 L Street NW., Washington, DC 
20555 and at the local public document 
room located at the Russell Library, 123 
Broad Street, Middletown, Connecticut 
06457.

D ated  a t R o ck v ille , M ary lan d  th is  1 4 th  d ay  
o f  Ju ly  1 9 9 3 .

F o r  th e  N u cle a r  R eg u lato ry  C o m m issio n . 
Ja m e s  W . A n d e rs e n ,
A cting P roject M anager, Project D irectorate 
1-4, Division o f R eactor Projects— I/II, O ffice 
o f N uclear R eactor R egulation.
{F R  D oc. 9 3 - 1 8 7 1 3  F ile d  8 - 4 - 9 3 ;  8 :4 5  am ] 
BILLING CODE 7S90-01-M

RAILROAD RETIREMENT BOARD

Repayment of Loans From the Railroad 
Unemployment Insurance Account to 
the Railroad Retirement Account

AGENCY: Railroad Retirement Board. 
ACTION: Notice.

SUMMARY: Under section 10(d) of the 
Railroad Unemployment Insurance Act 
(45 U.S.C. 360(d)) the Railroad 
Retirement Board is required to order 
repayment of outstanding loans from the 
Railroad Retirement Account to the 
Railroad Unemployment Insurance 
Account when it has determined that 
the balance in the Railroad 
Unemployment Insurance Account is 
sufficient to repay the outstanding 
balance of the loans due the Railroad 
Retirement Account. Section 10(d) 
further requires the Board, having made 
such a determination, to direct the 
Secretary of the Treasury to make the 
necessary transfers to repay the loan.
The Board hereby gives notice of its 
action under section 10(d) of the 
Railroad Unemployment Insurance Act 
to repay the outstanding balance of the 
loan due the Railroad Retirement 
Account.
FOR FURTHER INFORMATION CONTACT:
Peter A. Larson, Chief Financial Officer, 
Railroad Retirement Board, 844 N. Rush 
Street, Chicago, Illinois 60611 [312] 
751-4590.
SUPPLEMENTARY INFORMATION: On June
28,1993, the Railroad Retirement Board 
determined that the balance to the credit 
of the Railroad Unemployment 
Insurance Account was sufficient to 
fully repay the outstanding balance of 
the loan due the Railroad Retirement 
Act. Accordingly, the Board directed the 
Secretary of the Treasury to transfer 
$180,241,803.96 from the 
unemployment account to the 
retirement account and this transfer was 
made on June 29,1993. The transfer to 
the retirement account has completely

liquidated the debt due from the 
unemployment account to the 
retirement account attributable to loans 
made prior to October 1,1985.

B y  A u th o rity  o f  th e  B o a rd .
D ated : Ju ly  2 8 ,1 9 9 3 .

B e a tr ic e  E z e rsk i,
Secretary  o f the B oard.
[F R  D oc. 9 3 - 1 8 6 1 0  F ile d  8 - 4 - 9 3 ;  8 :4 5  am ] 
BILUNG CODE 7M 5-01-M

SECURITIES AND EXCHANGE 
COMMISSION
[Releat« No. 34-32694; Fite No. SR-CBOE- 
93-16]
Ju ly  2 9 ,1 9 9 3 .

Self-Regulatory Organizations; Order 
Approving and Notice of Filing and 
Order Granting Accelerated Approval 
to Amendment No. 1 to Proposed Rule 
Changes by the Chicago Board 
Options Exchange, Inc. Relating to the 
Listing and Trading of Flexible 
Exchange Options (“FLEX Options”) 
Based on the Russell 2000 Index

I. Introduction
On March 9,1993, the Chicago Board 

Options Exchange, Inc. (“CBOE” or 
“Exchange”) submitted to the Securities 
and Exchange Commission 
(“Commission” or “SEC”), pursuant to 
section 19(b) of the Securities Exchange 
Act of 1934 (“Act”) 1 and Rule 19b-4 
thereunder,2 a proposal to list and trade 
large-size, customized index options, 
referred to as Flexible Exchange Options 
(“FLEX Options”) based on the Russell 
2000 Index (“Russell 2000” or 
“Index”).»

Notice of the proposed rule change 
was published for comment and 
appeared in the Federal Register on 
April 29,1993.4 No comments were 
received on the proposal.® The CBOE 
amended the proposal on June 29, 
1993.® This order approves the proposal 
as amended.

115 U.S.C. 788(b)(1) (1982).
217 CFR 240.19b-4 (1993).
3 The Russell 2000 is a capitalization-weighted 

index developed by Frank Russell and composed of 
the bottom 2000 of the 3000 largest U.S. equity 
securities in terms of domestic market 
capitalization. The Index is designed to track the 
performance of the domestic small to midsized 
market. Unlike the S&P Indexes, the Russell 2000 
is adjusted for cross-ownership.

* See Securities Exchange Act Release No. 32199 
(April 2 3 ,1 9 9 3 ), 58 FR 26014.

s See note 15, infra.
8 On June 2 9 ,1 9 9 3 , the CBOE filed Amendment 

No. 1 reducing the position and exercise limits 
applicable to the proposed Russell 2000 FLEX  
Options from 400,000 to 200,000 contracts. See 
letter from William J. Barclay, Vice President, 
Strategic Planning and International Development:
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II. Description of the Proposal
The CBOE in this proposal is seeking 

to expand the FLEX Options program to 
include FLEX Options on the Russell 
2000.7 The purpose of tha CBOE’s FLEX 
Option program is to provide a 
framework for the Exchange to list and 
trade index options that give investors 
the ability, within specified limits, to 
designate certain of the terms of the 
options. Consistent with the original 
FLEX Options Approval Order, the 
present proposal to trade FLEX Options 
based on the Russell 2000 will similarly 
permit market participants to designate 
certain terms of the options contract, 
such as the strike prices, exercise types, 
expiration data, and form of settlement.« 
Currently, the CBOE lists and trades 
FLEX Options based on the QEX and 
SPX Indexes, which consist of 100 and 
500 high-capitalization stocks, 
respectively. The component stocks of 
the Russell 2000 however consist of
2,000 small-capitalization companies.» 
The Exchange believes that there is a 
growing market for customized FLEX 
Options based on a small-capitalization 
stock index such as the Russell 2000.

Presently, CBOE Rule 24A.7 provides 
that FLEX Options are subject to 
maximum position and exercise limits 
o f 200,000 contracts on the same side of 
the market on a given index, without 
aggregation for other contracts on the 
same index with one exception. This 
exception requires that at the close of 
business two days prior to the last day 
o f trading of the calendar quarter, 
members must aggregate positions in

CBOE, to Richard Zack, Branch Chief, Division of 
Market Regulation, SEC, dated Iune 29 ,1993 .

7 The Commission approved the CBOE’s FLEX  
Options framework on February 2 4 ,1 9 9 3  permitting 
the Exchange to list and trade FLEX Options based 
on the Standard & Poor’s f ‘S&P’’) 100 (“OEX”) and 
500 ("SPEX”) Indexes. See Securities Exchange Act 
Release No. 31920 (February 2 4 ,1 9 9 3 ), SB F R 12280 
("FLEX Options Approval Order").

"The Commission in its original FLEX Options 
approval designated FLEX Options as standardized 
options for purposes of the options disclosure 
framework established under Rule 9 b -l  of the Act. 
See Securities Exchange Act Release No. 31919  
(February 23 ,1903), SB FR 12056 (“9 b -l Order”).
As described in note 25  infra, and for the same 
reasons stated in the 9b—1 Order. Russell 2000 Flex 
Options are deemed "standardized options’* for 
purposes of the Rule 9 b -l  options disclosure 
framework.

9 The Commission approved die listing and 
trading of options based on the Russell 2000 on the 
CBOE on October 30 ,1 9 9 2 . See Securities Exchange 
Act Release No, 31382 (October 30 ,1992), 57 FR 
52802. hr approving Russell 2000 options die 
Commission believed that the Index would provide 
investors with an important trading and hedging 
mechanism foal accurately reflected the overall 
movement of stocks in the small- to middle- 
capitalization range of U.S. equity securities, ha 
addition, die Commission determined that the 
Russell 2000 was a  broad-based index not readily 
susceptible to  manipulation.

P.M.-settled >° FLEX Options and 
comparable quarterly expiration index 
options (“QIXs”) with such positions 
not exceeding the QIX limits specified 
in Rule 24,4. The applicable hedge 
exemptions under Rule 24.4 may 
however be applied to aggregate 
positions.1!

The CBOE proposes the FLEX Options 
on the Russell 2000 be subject to 
position limits of 200,000 contracts on 
the same side of the market, which is 
identical to existing limits for OEX mid 
SPX FLEX Options.17 In addition, the 
special aggregation provision in Rule 
24A.7 for P.M.-settled FLEX Options 
and QIX óptimas is intended by the 
CBOE to apply to FLEX Options on the 
Russell 2000 and QIX options on the 
Russell 2000 with the same last trading 
day prior to expiration (“comparable 
QIX options”}.13 Accordingly, position 
limits for P.M.-settled FLEX Options 
and comparable QIX options would be 
subject to a maximum limit of 50,000 
contracts on the same side of the market 
(without a telescoping requirement for 
the series with the nearest expiration 
date} which is consistent with the 
position limits for Russell 2000 QIX 
options and existing CBOE Rule 24.4.14
III. Discussion

* The Commission believes that the 
proposed rule change is consistent with 
the requirements of the Act and the 
rules and regulations thereunder 
applicable to a national securities 
exchange, and, in particular, the 
requirements of section 6(b)(5) and 
11 A.1* In particular, the Commission 
believes that the proposed rule change 
is designed to provide investors with a 
tailored or customized product for a 
broad-based index consisting of small-

10The settlement value of a  P.M.-settled stock 
index options contract is based on the closing 
price» of the component securities.

Under the proposal, the CBOE’s position limits 
would be established as a  three-year pilot, during 
or following which adjustments may be required. 
See letter from William J. Barclay, Vice President, 
Strategic Planning and International Development, 
CBOE, to Jeffrey Burns, Attorney, Branch of Options 
Regulation, SEC, dated July 2 8 ,1993 . In addition, 
the CBOE has stated that it will monitor the effect 
of the position limits at the end of the first year of 
trading and provide the Commission with a report 
concerning the adequacy of the limits and its effects 
on the underlying cash market See, infra, 
discussion section on  one-year monitoring report.

i*  See, supra note 6.
i i  The Commission today is concurrently 

approving the CBOE’s proposal to list the trade QIX 
options based on the Russell 2000. See Securities 
Exchange A ct Release No. 32693 (July 29 ,1993).

14 The hedge exemption provision found in* 
Policy .01 to Rule 24.4 would continue to be 
applicable to P.M.-settled FLEX Options and 
comparable QIX options on the Russell 2000.

« 1 5  U.S.C. 78f(bK5) and 7 8k -l (1982). The 
discussion in the FLEX Options Approval Order. 
supra note 7, is incorporated herein."

capitalization stocks that may be more 
suitable to their investment needs than 
the other outstanding FLEX index 
options. Moreover, consistent with 
section 11A, the proposal should 
encourage fair competition among 
brokers and dealers and exchange 
markets, by allowing the CBOE to 
compete with the growing OTC market 
in customized index options.

In addition, the Commission believes 
that the CBOE proposal will help to 
promote the maintenance of a fair and 
orderly market, consistent with section 
6(b)(5) and 11A, because the purpose of 
the proposal is to extend the benefits of 
a listed, exchange market in Russell 
2000 options that have certain terms 
varied by the particular investor. The 
attributes of the Exchange’s options 
market versus an over-the-counter 
(“OTC”) market include, but are not 
limited to, a centralized market center, 
an auction market with posted 
transparent market quotations and 
transaction reporting, standardized 
contract specifications, parameters and 
procedures for clearance and settlement, 
and the guarantee of OCC for all 
contracts traded on the Exchange.1«

In general, transactions in FLEX 
Options based on the Russell 2000 will 
be subject to many of the same rules that 
apply in index options traded on the 
CBOE. In order to provide investors 
with the flexibility to designate certain 
terms of the options and accommodate 
the special trading of FLEX Options, 
however, several new rules will apply 
solely to FLEX Options.17

Due to the customized nature of these 
options, Russell 2000 FLEX Options, 
unlike regular Russell 2000 options and 
Russell 2000 QIXs, will not have trading

»•The Commission received a  comment letter 
from the New York Stock Exchange, Inc. (‘‘N YSE’) 
on February 26 ,1 9 9 3  which articulated concerns 
about potential adverse effects FLEX Options could 
have on securities markets trading securities that 
are eomponentrbf stock index options. See letter 
from James E. Buck, Senior Vice President and 
Secretary, NYSE, to Jonathan Katz, Secretary, SEC, 
date February 26 ,1 9 9 3 . Approximately 25 percent 
of the Russell 2000 is comprised of securities listed 
on the N YSE.

As discussed in die FLEX Options Approval 
Order and in the following text, while the 
Commission shares these concerns, the Commission 
in satisfied that die CBOE has established 
appropriate measures to address and monitor 
potential adverse effects. Moreover, there have been 
no indications of adverse market consequences 
through July 1 9 ,1 9 9 3 , in the 46 ,715 FLEX Options 
contracts that have expired since trading in f l e x  
Options on the S&P 100 and 500 commenced. As 
discussed below, although the Commission shares 
many of the NYSE’s concerns regarding market 
impact, we believe that structures are in place to 
monitor the FLEX market and that the CBOE and 
NYSE will consider appropriate changes if 
necessary.

i? See FLEX Options Approval Order supra note 
7.
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rotations at either the opening or closing 
of trading. In addition, the individually- 
tailored auction process outlined in the 
FLEX Options Approval Order,1« sets 
forth in detail the procedure of 
customized negotiation for those 
investors seeking particular flexibility in 
options terms. Accordingly, the CBOE 
FLEX Options framework for trading 
stock index options, such as the Russell 
2000, varies from the traditional 
exchange procedure for trading non- 
FLEX stock index options, duelo the 
special FLEX procedures allowmg for 
limited individual negotiation of certain 
of the terms of the contract between the 
parties.

The Commission believes that the 
FLEX auction process appears 
reasonably designed to provide the 
benefits of a competitive Exchange 
auction environment for Russell 2000 
options while allowing market 
participants the flexibility to negotiate 
certain terms. Accordingly, the CBOE 
has established procedures for quotes 
upon requests which must then be firm 
for a designated period and which will 
be disseminated through the Options 
Price Reporting Authority (“OPRA”).

The Commission further notes that 
FLEX Options based on the Russell 2000 
can be constructed with expiration 
exercise settlement based on the closing 
values of the component securities 
which can result in adverse effects for 
the markets in those securities.1« 
Although the Commission continues to 
believe that basing the settlement of 
index products on opening as opposed 
to closing prices on Expiration Fridays 
helps alleviate stock market volatility,20 
these concerns are reduced in the case 
of FLEX Options based on the Russell 
2000, since expiration of these stock 
index options will not correspond to the 
normal expiration of stock index 
options, stock index futures, and 
options on stock index futures. In 
particular, Russell 2000 FLEX Options 
will never expire on an “Expiration 
Friday" or any other “Expiration 
Fridays” in Maiph, June, September, 
and December, thereby diminishing the 
impact that these FLEX Options could 
have on the underlying cash market.

Also, as noted above, the proposal 
would limit the effect on securities 
markets by addressing the relationship 
between FLEX and QIX Options. As 
proposed by the CBOE, amended Rule 
24A.7 requires P.M.-settled Russell 2000 
FLEX Options to be aggregated with QIX

1 »/</.
10 See Securities Exchange Act Release No. 30944  

(July 21 ,1992), 57 FR 33376 (“A.M.-settled SPX 
Approval Order”).

20 M.

options based on the Russell 2000 and 
having the same last trading day prior 
to expiration. Consistent with these 
requirements, Russell 2000 FLEX 
Options would be aggregated with 
comparable QIX options two days prior 
to expiration subject to the Russell 2000 
QIX position limits of 50,000 contracts 
on the same side of the market.21 The 
Commission believes that these rules 
should help prevent an investor from 
using Russell 2000 FLEX Options for the 
purpose of avoiding the position limits 
applicable to comparable QIXs.

The CBOE pursuant to the existing 
FLEX Options position limit framework 
has proposed to establish position limits 
of 200,000 contracts on the same side of 
the market for the Russell 2000 FLEX 
Options. The commission finds that 
these proposed position limits are 
consistent with the FLEX Options 
position limit framework as set forth in 
the FLEX Options Approval Order.22

Nevertheless, because the position 
limits for Russell 2000 FLEX Options 
are much higher than those currently 
existing for outstanding exchange- 
traded Russell 2000 options and open 
interest in one or more FLEX series 
could grow to significant exposure 
levels, the Commission cannot rule out 
the potential for adverse effects on the 
securities markets for the component 
securities underlying the Russell 2000 
FLEX Option. The CBOE has taken 
several steps to address this concern, 
including establishing the FLEX 
position limits framework as a three- 
year pilot program and undertaking to 
monitor open interest, position limit 
compliance and potential adverse 
market effects carefully and to report to 
the Commission after one year’s 
experience trading Russell 2000 FLEX 
Options.23 The reporting of the CBOE’s 
experience in connection with the 
trading of Russell 2000 FLEX Options 
will be consistent with the original 
FLEX Options Approval Order, and 
include, among other things:

• T h e  ty p e  o f  s trateg ies  u se d  b y  R u ssell 
2 0 0 0  F L E X  O p tion s m ark et p articip an ts  an d  
w h e th e r R u ssell 2 0 0 0  F L E X  O p tion s are  
b ein g  u se d , in  lieu  o f  e xis tin g  s tan d ard ized  
sto ck  in d e x  o p tio n s  o n  th e  R u ssell 2 0 0 0 .

• T h e  ty p e  o f  m ark et p articip an ts  u sin g  
R u ssell 2 0 0 0  F L E X  O p tion s.

• T h e  term s w h ich  are  p re d o m in a n tly  
b ein g  “ flex e d ” b y  m ark et p a rtic ip a n ts , h e ., 
strik e  p ric e s , settlem en t v a lu e  (A M . v . P .M .), 
term  o f  d u ratio n , European  v . A m erican  
style.

• T h e  s ize  o f  th e  R u ssell 2 0 0 0  F L E X  
p o sitio n  o n  average , th e  s ize  o f  th e  largest

21 See, supra note 13.
22 See FLEX Options Approval Order supra note 

7.

23 Id.

R u ssell 2 0 0 0  F L E X  p o sitio n s  o n  a n y  g iven  
d ay  a n d  th e  s ize  o f  th e  larg est R u ssell 2 0 0 0  
F L E X  p o sitio n  h eld  b y  a n y  sin g le  cu s to m e r/ 
m em b er.

• T h e  re la tio n sh ip  b etw ee n  strik e  p rice s  
an d  cu rre n t in d e x  v alu e .

• W h e th e r th e re  is  s ig n ifican t in terest in  
lo n g -term  e x p ira tio n s  g rea ter  th a n  n in e  
m o n th s .

• A n y  effect R u ssell 2 0 0 0  F L E X  p ositio n s  
h av e  h ad  o n  th e  u n d erly in g  c a s h  m ark et, 
in c lu d in g  a n  a n a ly sis  o f  R u ssell 2 0 0 0  F L E X  
p o sitio n s  a n d  th e ir  m ark et im p a ct o n  d ay s  
N Y S E ’s R ule  8 0 A  is  in vok ed .

In addition, the Commission expects 
and the CBOE has agreed to monitor the 
actual effect of Russell 2000 FLEX 
Options once trading commences and 
take prompt action (including timely 
communication with marketplace self- 
regulatory organizations responsible for 
oversight of trading in component 
stocks) should any unanticipated 
adverse market effects develop.

Lastly, based on representations from 
the CBOE, the Commission believes that 
the CBOE and OPRA will have adequate 
systems processing capacity to 
accommodate the additional options 
listed in connection with Russell 2000 
FLEX Options. Specifically, the 
Exchange represents that “CBOE and 
OPRA have thé necessary systems 
capacity to support the new series 
which could result from introduction of 
Russell FLEX * * * options. ”24

The Commission finds good cause for 
approving proposed Amendment No. 1 
prior to the thirtieth day after the date 
of publication of notice thereof in the 
Federal Register because such 
amendment will help to benefit the 
Russell 2000 FLEX Options market and 
market participants employing these 
options while at the same time reducing 
the possible exposure to the market 
from these larger positions.2® In 
addition, the higher limits were 
published for comment and no 
comments were received rendering 
acceleration of the amendment 
reasonable. The Commission 
accordingly believes that granting 
accelerated approval of the amendment 
to reduce position limits is appropriate 
and consistent with Section 6 of the Act.

2« See Letter from Charles J. Henry, President and 
Chief Operating Officer, CBOE, to Jeffrey Bums, 
Attorney, Branch of Options Regulation, Division of 
Market Regulation, SEC, dated June 28 ,1993 , 
incorporating a memorandum from Joseph P. 
Corrigan, Executive Director, OPRA, to Bill Barclay, 
CBOE, dated June 28 ,1993 .

28 In the original Russell 2000 FLEX Option rule 
filing, the CBOE proposed position and exercise 
limits of 400,000 contracts. The Commission 
believes that a position limit requirement of 
200,000 contracts on the same side of the market 
for FLEX Options on the Russell 2000 is consistent 
with the FLEX Options Approval Order.
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IV. Solicitation of Comments
Interested persons are invited to 

submit written data, views and 
arguments concerning Amendment No.
1. Persons making written submissions 
should file six copies thereof with the 
Secretary, Securities and Exchange 
Commission, 450 Fifth Street, NW„ 
Washington, DC 20549. 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 will also be available for 
inspection and copying at the principal 
office of the CBOE. All submissions 
should refer to File NO. SR-CBOE—93— 
1 6  and should be submitted by August 
2 6 , 1993.
V. Conclusion

For the reasons discussed above, the 
Commission finds that the proposal is 
consistent with the Act and sections 6 
and 11A of the Act, in particular. In 
addition, the Commission also finds 
pursuant to Rule 9 b -l under the Act, 
that FLEX Options based on the Russell 
2000 are standardized options for 
purposes of the options disclosure 
framework established under Rule 9b -l 
of the Act.

It Is Therefore Ordered, pursuant to 
section 19(b)(2) of the Act,22 that the 
proposed rule change (SR-CBOE-93-

26 As part of the original approval process of the 
FLEX Options framework, the Commission 
delegated to the Director of the Division of Market 
Regulation the authority to authorize the issuance 
of orders designating securities as standardized 
options pursuant to Rule 9 b -l (a)(4) under the Act. 
See Securities Exchange Act Release No. 31911 
(February 23 ,1993), 58 FR 11792. On May 4 ,1993 ,' 
Chairman Breeden pursuant to Public Law 87-592 , 
76 Stat. 394 (15 U.S.C. 7 8 d -l, 78d-2), and Article 
30-3 of the Commission’s Statement of 
Organization; Conduct and Ethics; and Information 
and Requests (17 CFR 200.30-3), designated that 
persons serving in the position of Deputy Director, 
Associate Director, and Assistant Director, in the 
Division of Market Regulation, be authorized to 
issue orders designating securities as "standardized 
options” pursuant to Rule 9b-l(aK4). Accordingly, 
this subdelegation provides the necessary authority 
for Russell 2000 FLEX Options to be designated as 
"standardized options” by the Division of Market 
Regulation. See Designation of Personnel to Perform 
Delegated Functions in the Division of Market 
Regulation, dated May 4 ,1 993 .

2715 U.S.C. 78s(b)(2) (1982).
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16), including Amendment No. 1 on an 
accelerated basis, is approved.

F o r  th e  C o m m issio n , b y  th e  D ivision  o f  
M ark et R eg u lation , p u rsu a n t to  d elegated  
a u th o rity .2»
[F R  D oc. 9 3 - 1 8 6 5 6  F ile d  8 - 4 - 9 3 ;  8 :4 5  am ] 
BILLING CODE «010-01-4«

[Release No. 34-32693; File No. SR-CBOE- 
93-15]

Self-Regulatory Organizations;
Chicago Board Options Exchange Inc.; 
Order Approving Proposed Rule 
Change Relating to the Listing and 
Trading of Quarterly Index Expiration 
Options Based on the Russell 2000 
Stock Index

Ju ly  2 9 ,1 9 9 3 .
On March 9,1993, the Chicago Board 

Options Exchange, Inc. (“CBOE” or 
“Exchange”) submitted to the Securities 
and Exchange Commission 
(“Commission” or “SEC”), 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 provide for the listing and 
trading of options on the Russell 2000 
Stock Index (“Russell 2000” or “Index”) 
that will expire on the first business day 
of the month following the end of each 
calendar quarter (“Quarterly Index 
Expirations” or “QIXs”).2 Currently, 
Russell 2000 options traded on the 
Exchange expire on the Saturday 
immediately following the third Friday 
of the expiration month.4 The CBOE 
intends to trade Russell 2000 QIXs in 
addition to the existing Russell 2000 
options expiring at the middle of the 
month.

Notice of the proposed rule change 
appeared in the Federal Register on 
April 29,1993.5 No comments were

2® 17 CFR 200.30-3(a)(12) (1993).
1 15 U.S.C. 78s(b)(l) (1992).
2 17 CFR 240.19b—4 (1993).
2 The Russell 2000 is a broad-based, 

capitalization-weighted index of domestic equity 
securities traded on the New York Stock Exchange, 
Inc. ("NYSE”), American Stock Exchange, Inc. 
(“Amex”), and the National Association of 
Securities Dealer’s ("NASD”) Automated Quotation 
System ("NASDAQ”). The Index was developed by 
Frank Russell and is composed of the bottom 2,000  
of the 3,000 largest U.S. equity securities in terms 
of domestic market capitalization, and is designed 
to track the performance of the domestic small to 
mid-sized capitalization market.

«The Commission today is concurrently 
approving the CBOE’s proposal to list and trade 
Flexible Exchange Options ("FLEX Options”) based 
on the Russell 2000. See Securities Exchange Act 
Release No. 32694 ()uly 29 ,1993) (“Russell 2000  
FLEX Options Approval Order”) FLEX Options 
allow market participants the ability to name 
certain terms of the option contract including the 
expiration date and valuation method at settlement.

® See Securities Exchange Act Release No. 32198  
(April 23 ,1993), 58 FR 26013.

received on the proposed rule change. 
This order approves the proposal.

The Exchange proposes to include the 
Russell 2000 in CBOE Rule 24.9 in order 
to provide for the listing of up to eight 
near-term quarterly expirations for 
trading on Russell 2000 options. The 
CBOE would be permitted at any one 
time to have up to eight Russell 2000 
option open for trading with expiration 
dates on the first business day of the 
month following the end of a calendar 
quarter.» Accordingly, Russell 2000 
QIXs will have expirations 
approximately two weeks apart from 
existing Russell 2000 option expirations 
in the quarterly month expiration.

The proposed QIX options will trade 
simultaneously with, not independent 
of, currently listed and traded Russell 
2000 options. The proposed QIX options 
will be subject to the same rules that 
presently govern the trading of existing 
Russell 2000 options contracts, 
including sales practice rules, margin 
requirements, and floor trading 
procedures. Contract terms for the QIX 
options will be similar to the 
corresponding Russell 2000 options that 
presently trade on the Exchange with 
one exception. For example, Russell 
2000 QIXs will have European-style 
exercise/ with the daily exercise 
settlement value based on the index 
value derived from the closing prices of 
component stocks/ In addition, the 
multiplier for Russell 2000 QIXs may be 
set at 500 rather than the customary 
100 /

/• Presently, regular (non-FLEX and non-QIX) 
options traded at the CBOE expire on the Saturday 
following the third Friday of the expiration month. 
The CBOE trades index options with expirations of 
up to one year in length that expire at three month 
intervals. The Exchange allows for up to six 
expiration months with none farther out than 
twelve months. In addition, the CBOE also trades 
long-term index options that may expire three years 
from listing named "LEAPS.” The CBOE is not now 
proposing to list or trade QIX options with more 
than twelve months to expiration. Any such 
proposal would be Bled with the Commission for 
review under section 19(b) of the A ct

7 A European-style option is one that may be 
exercised only during a specified period prior to the 
expiration of the option.

■ Regular options on the Russell 2000 are settled 
based on the opening prices of the component 
Securities.

»The Exchange believes that increased contract 
size may be justified due to the larger portfolios 
now being managed by institutional investors. The 
CBOE’s rules provide that position limits will be 
accordingly adjusted if the multiplier is 500 rather 
than 100. Initially, the Exchange intends to use only 
the 100 multiplier. The CBOE has stated that the 
Commission will be notified, and appropriate 
procedures or rule amendments filed and approved 
prior to trading options based on a 500 multiplier. 
Accordingly, the Commission must specifically 
approve the use of a multiplier other than 100. See 
letter from Joanne Moffic-Silver, Associate General 
Counsel & Chief Enforcement Attorney, CBOE, to

C on tin ued


