
千二‾∵÷∵∵∵二言二二二。三脚軸牽き

th。s。盟E繋.嵩。詣黒雲評議蒜慧認諾嵩三豊O。言詫誌C認諾Ee謹。r
ll中二寺請温f討速読謹上絹「nm「教m僧正〇㌢肘「血ユ‾す十の…「血五°“霊‡霊書す‾臆臆

面臆臆園丁壷高子有高pい。,王si。鳩。r 17 (恵R 2○○諏(a),鵬地.ぐ臓器碧謹書d。い
signed唯mber of the Sec呼ities and Exchangp Cc関心SSionl acting as Duty

or鯖cer of the Co同心SSion, is of the opinion that joint denberation a部Orl磨

助e lIle血bers of the Co拡nission upon the above mtter is llmeCeSSa岬i職lig班

Of the nature of the m寅er,話中r’acticable, Or cont:ra重、y to the requir挑ents

Of agency b喝iness but is of the view tぬt such庇l耽er Sho血d be the subject

Of a vote of the Co彊血ssion

DUTr OF照C蜜! CONStDERAT工O相

関rs堪nもじo軸e pro厄Si飯嶋of 17硬調豹0.乾くb)

田伍随駁こα CAL痩調A鼠CO!握皿孤重工O博

監護護憲欝‡譲護憲誌認諾慧諾誓
霊謡a語菩諾謹。さl憲S2許覇8誓嘉藷認諾もO血m
deadllne’Calendar procedllreS are nOt feasib|e.

一二三　∴　　　臆∴臆伊二三撃砕
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討OV田重, U同工QU巳OR

cOⅢP工虚X　工SS口ES :

OTI把R DrV工S工ONS AND

OFE工CES CONSULTED:

RESPONS工寄Ⅲ　S冒A田申

Ⅲ瓦的BER :

AcT工ON　腿QUES皿D :

型EⅢO R A討D U埋.

器誓1∴河芸露語
Iletter tO Options Exchanges Regar'ding

Guldelines for Replacement of工nvo|一

untarily Delisted Op七ions Classes

Durlng the Volunta.ry寝oI.atOrlm

(1)珊at the ComI血SSion a.uthorize the

DIvIslon to send the attached let七er

(Exhlbit A) to the America.n Stock Excha.nge’

藍土器聖書欝諸藩E華議w。S七
Stock Exchange, |ncorpora,ted (晒SE当,

Paciflc Stock Exchange　|ncorpora七ed

圭霊草謹背黒‡窪書誌。誌E譜詣,
proposed guldelines for the rep|a.cement
of lnvolunta.種lly delisted options cla.sses

during the voluntary moratOrlum; a.nd

(2) That, m vlew of the interest eXPreSSed
by some members of the press ln these

guldellnes} the Comlssion issue a release
amounclng that∴the leCters have been sent

amd settlng forth the text Of the　　　`

|etters (Exhibit B).

Whether to Pe蘭it the op七lonB eXchanges to

replace an involuntarlly de|isted cal|

opt±ons claas with a putS OPtlo購class.

Op七i°nβ Sもudy

Gene E. Caraslck - Xう7913

serla.tum Vote on June 3O, 1978

工.垂troduct±Q±

m lts Jme 22’1978 1etter requeStlng that the se|f-

regu|atory Organlzatlons con軸nue to honor the CQFInissIon-s

July 18, 1977 request 」/ for a vOluntary mOra.tOriun on

晶,置轟。端部講請N〇・ 13760 (Ju工y 18,
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further expansIon of standa.rdlzed options tradlng programs’

the Commission stated that it would send to each self-

regulatory orga.nlzation● durlng the week of June 26' 1978'

PrOPOSed guide|ines for the replacement of invo|untarily

delisted options classes. 1ノ　We have attached to thls memo-

rahdum a draft letter containlng those proposed gulde工lnes.

The　|et七er wlll be sent today to each of the flve exchanges

which present|y tr.ade standardized optlons' Wlth copies

to the New York Stock Exchange, Inc. and the Natlona.|

Associatlon of Securltles Dealers;|nc. We have drafted.the

|etter∴for the DlvIsion Dlrectorls slgnature’ and have

desc章ibed the guldelineさ　as a sta.ff proposa|, 1n order∴to

enab|e the Co調血s81on to petaln as much flexlblll七y as

POSSlble ln considering a.ny∴reVIsIon8　tO the gulde11nes　　　　'

whlch the self-富egu工atory organlzatlons maLy SuggeSt.

H. D13cusslon

A. The Guldellneさ

me g血de|1nes are substantia||y the sane as those set

forth ln the DlvIsion-s June 21, 1978, memOr.andun to the

Con血ssion) "outllne of Points of Agreement for Contlnuat|on

of Optlons Momtor'1un on a Voluntary Ba.sIs’" wlth sone mlnor

Changes, aS fo|1ows:

|.　|n the lntroduct。ry Paragr'aPh to the guldellnes’

a defl血tlon of "1nvoluntarlly de|1sted optlons classes" has

been added to nake clea富that only those optlons classes

z_/ Securltles Epehange Act Relea.se No. 14878 (June 22’19了8)・

.

-

　

1

{

　

　

　

-

　

　

、

1

　

-

,

i

し

∴

、

・

↓

・

-

一

i

‥

」

-

i

『

・

・

’

す

1

教

-

-

十

∴

i

卓

・

言

当

1

1

-

-

-

i

●

・

」

「

。

」

」

」

」

i

」

i

‥

　

‥

“

　

‥

一

.

-

-

I

{

I

当

て

.

-

-

」

1

.

i

　

　

　

　

　

　

ヽ

~



-　3　一

On under.1ying securltles which fa.1|　to meet t寄e min|mum

malntenance requirements for options∴tr‘ading set forth in

the ru|es of each options exchange, may be replaced during

the voluntary mo種atoz.1um.

The DivIsion believes∴that thls additlon ls necessa夢y

ln vlew of an inqulry made by Demis Carlton of the PSE

Sta.ff王ノconce章nlng whether the PSE would be permltted to

lnclude opt|ons on the common JStOCk of Texas Ol| and Gas as

an involuntarlly de|isted optlons c|ass.　The PSE had

commenced tradlng in Texas Oll and Gas ca|l options on Monday,

July 18, 1977, before lt I.ecelved hotice of the Com血ssion-s

request for a voluntary moratorium・ Although the DlvIsIon

had contacted the Amex on Friday evenlng, July |う, 1977. to

request that lt not go foI.Ward wlth lts p工a.ns to begln

trading in cer.taln ca11 options c|asses on Monday, Ju|y |8 (a.

request to whlch the Amex acceded). the DlvIsIon a.ppar’ently

._葛dld not contact the PSE until the moI’Plng of Ju|y 18. By that

tlme'　the PSE a,1ready had coo皿enced tra.dlng ln TexaLS Oll and

Gas options. iノThe DlvIsion lnfomed the PSE that lt couユa not

contlnue to trade the options durlng the voluntary moratorium

slnce they ha.d not been traded on Ju|y 15. Subsequently, the

PSE broke a.11 tr合des effected ln Texa.s Ol| amd Gas durlng the

細ornlng of July |8, 197了, and ceased further∴tr.ading ln

. that c|ass. Notwlthstanding these unfortunate cl種cu血sta.nces’

講1s諾磐三で諾露盤認諾譜n誌a誌工龍三器1978).

藍。。誓薄ま議露盤1露盤霊霊s器誌h霊。蒜。nS
matters ln July 197了and Kathryn McGrath a.nd Gene Car.asIck of

the DivIsIonls staff.
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Che DIvision does not be|ieve that∴Texas Oll and Gas

PrOPerly can be consldered an invo工untarily delisted optlons

c|ass for purposes of the vQluntar'y mOratOrium.　|f the

Commission were to accede to the PSEIs∴requeSt, We think lt

榊ou|d be dlfflcu|t to deny a simi|ar∴request from the Amex

regarding those optlons classes whlch lt had lntended to be-

gln tra.dlng on July 18. 1977.

We have a|so added the phra.se lIwith optlons classes of

the sa血e type (i圭÷, Pu七Or Ca|l)“ and an accompanylng foot-

note to clarify that lnvoluntarlly de11sted c|asses must be

replaced wl七h c|asses of the sa孤e tyPe amd where an exchange

lnvoluntarlly dellsts an optlon upon whlch both puts and

ca||s were traded, the puts class may be rep|aced wlth

another. puts clas8, PrOVlded the puts cla.ss is not traded

On anOther exchamge. As a pra.ctica| matter, the underlying

SeCu種lties upon whlch both puts and ca||s are/tr.aded a,re

generally hlgh qua|1ty lssues, which are un|1ke|y to be

lnvoluntarlly delisted.

2.　A sentence has.been added to paragraph 2　of the

guldellnes statlng that the Cormlsslbn wll| act upon replace-

ment app11catlons a,t the ti血e lt approve8, PurSuant tO .

Securlties Exchange Act Rule 12d2-2(c), an eXchange's

app|1catl°n tO Strike the lnvoluntarl|y de|i的ed c|ass f種om

listlng and reglst富atlon・

3.　|n par.a.gra.ph 4 of the guidelines, the pnrase

"de|1stlng proceedlng" has been replaced by the word

lIphaseoutI一・冒hls wa.s done in order∴to avoid confusIon

.
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among the exchanges between the date upOn whlch a rep|ace-

鵬nt appllcatlon may be flled wlth the ComlssIon (iif上’

when the exchange notlfies The Optlons Clea.ring Corpora.tion

that lt wlll phase out弧OPtion8 Class fo種whlch the

under|ylrlg SeCurlty no Ionger meetS the exchangels nlni嚇皿

malntenance' |.equire鳳ents) a.nd the date upOn whlch the

comissIon approVeS, PuI.Suant tO Rule 12d2-2(c), the

exchange-s a.pplicatlon to strike the involmta.rlly de|1sted

c|ass from |1stlng and reglstratlon’and a|so actS uPOn

lts坤pllcatlon for a replacement Cla.ss・

B. Rep|acemeut Of Involunta=.1|y De11sted Call Options

classes∴Wlth Puts Options Cla.sses

on June.28’1978● Mr. Burton RIs弧an’OutSlde counSe|

co the CBOE' I.a.ised ln a dlscussIon with the staff the

posslbi|1ty of pe皿1掘れg Put OPtlon classe8 aS∴rePlacenentS

for lnvoluntarlly de11sted cal工oP軸on classeS. Mr. RIssman

exp|alned that the CBOE believes tha.t there Pre8ently a.re

not a sufflclent肌rhber of secuなltles whlch meet Current

l13tlng crlterla whlch’for a Varlety of buslnesS∴rea.sOnS’

would be attraCtive aS∴rePlacementS for lnvoluntarlly

de|isted call optlon c|as8e8,′ partlcularly ln light of

the fact that the ComlssIon ls nOt Permittlng any addltional

′

ー
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dua|　trading.　Appa富ent|y’ the CBOE be|ieves∴that there

may be only thr.ee or'∴four lIqua|ityIl candidates out of

approximately twenty-tWO underlying securlties which wou|d

P章esently qualify for' OPtions llsting.　工t ls now gener.ally

known that at　|east three exchanges eventually wl|| be

e|1glble to app|y to the Co狐血sslon for∴the rep|亀cenent

Of a total of flve lnvolun七arlly delisted cla.sses (PSE

and PHLX are e|1gib工e now for∴One and two rep|acements’

respectlve|y; CBOE wi11 not become e11glble until the fa|l,

When lt will need two rep工acements).　The CBOE is cQnCer.ned

that it ls　|ike工y to be the last in　|1ne to replace lts

lnvo|untarl|y dellsted c|asses under whatever guide|1nes

the Com血lssIon deve|ops, and fears∴that there wll| be no

"qua工lty" classes left for lt to choose.上ノ　Mr. Ris弧an

therefore suggested’ On beha|f oでtぬe CBOE, that’ 1n order

to expand the. number of attra.ctlve llstlngs f富om whlch to

Choose a rep|ace皿ent’ the CormlssIon conslder peruittlng

the excha.nges to rep|ace lnvoluntarlly delisted ca|| optlons

olasses∴Wlth classes of put optlons. i/

轟h:n。誌誌:霊=e器謹e詳説。謡E:h…n8B諾謹ade
the PSE would 11ke to list cal|　optlons on the common stock

Of I,OCkheed as a. replacement for a.n lnvolunta.rlly de11sted

Class.　Under∴the proposed gulde工lnes’PSE wou工d have

Priorl七y ln selecting tockheed since the PSE notifled OcC

Of the cormence調ent of a. phaseout of lts lnvo工untarl|y de-

|18ted c工asses before the CBOE did so. (PHLX Is most

lnte].e.Sted ln re11stlng the options cla.sses which lt

PreViously lnvoluntarlly de11sted: B重タa.niff a.nd Ma}rlott

揺。。葦1誤認器楽;器籠謹… ,七誓w禁。g3藍詰o評謹s号
Out, flrst in"　system.　We doubt that∴such a system would

盗鵜藍n霊器諾藍W謹皇嘉謙;霊3dia先議a…ざe藍
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The DlvIsIon be|1eves, however', tha.t it∴wou|d not be

a.ppropriate or consIstent∴wlth the purposes of the optlons

皿opa.torlun to permlt the rep|acement. of lnvolunta種lly

de|1sted call optlons classes vylth cla.sses of put optlons. i/

工n Securlties Exchange Act Re|ease No. 13401 (March 23,

|977) the Cormlssion announced lts de七ermination to approve,

On a Pllot basis, PrOPOSed rule changes by a.|| the optlons

exchanges to list and七rade put options. me ComlssIon

stated that　'一the sIze of the initial puts pilot should be

more 11mlted than has been proposed and that, tO the

mxlmum effort feasible, eXPerlence shou工d be gained p克or

to fur‘ther expansIon."　and llmlted the puts pl|ot programs

霊|dA謹詰詫請託うt蕊e洗#P謹O謹l謹e三ines
rep工acement cla.ss' 1f both puts and cal|s were traded ln

the lnvo|untarlly delisted class.
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of each excha.nge to flve puts classes. ThきCommユssIon a|so

stated that it expected to review, by November 7’ |97了,

the '一exper.1ence of ea.ch of the options exchanges co瓜mencing

puts pl|ots a.nd the pI.OgI'eSS ea.Ch ma.kes ln substantlally

resolving the concems the Co調lssIon has wlth respect to

the survel11ance a.nd other∴regulatory efforts of the

章espectlve optlons excha'ngeS."∴Most importantly’the

co関is81on stated: IIAt such time and upon saLtlsfactlon

of those concerns’- the Co油missIon will conslder a further

expansion of ea.ch of the puts pl|ots.11 me Comission’

of co岬se● has neVer. COnducted the revlew of the puts pllots

which lt expected to aomplete by Novenber 7' 1977, Slnce,

by that tlme● the voluntary mor'atOrlun was a.1ready ln

effect and the puts queStion had been merged lnto the

Op七l°ns S七udy・

|n llght of the concernS Whlch the ComissIon expresSed

when lt per血七ted the puts Pilots' and which the Co調1ssion

8tated would have to be resolved t)efore any further expansion

of the puts Pl|oCs cou|d be pemitted, the DlvisIon does

not believe tha七lt∴w°uld be consistent wlth the purpose8

of the voluntary mO富atOrlum to pe皿lt tbe put3 Pllot

p富og=.a鵬tO eXPamd at this tl皿e’th[.Ough the use of puts

to replace lnvo|untarlly de工lsted ca|1 optlons classes.血

addlt±on’1f replacements Of cal|s wlth puts∴Were Pemltted’

thoBe eXchanges which utl11zed puts as reP|acementS for

lnvoluntarlly delisted ca|1 optlons classes wOuld recelve

an unfa|r advantage ln expanding thel章puts pl工ot programS
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0Ver∴those exchanges whlch do not have any lnvo|untat.ily

de11sted classes.　Fina||y, the Dlvision is concerned

that if puts replace鳳ents were perm王t七ed, Such actlon

On the part of the Commlssion cou|d be interpなeted as a

dete章鵬ination that the expanslon of puts∴tra.ding at

th±s tlme ls consistent wlth the purposes of the Act,

and tha七the CommlssIonl s∴regulator.y concerms∴With

respect to the expansion of puts∴trading have been

Substan七ia11y resoIved.　The DIvIsIon be|ieves that the

co関心SSIon ls not able to make that detemination a.t

thls tl孤e and 8hould avoid givlng the appearanCe Of

do士ng 8〇・ 」ノ

r重工. Recormendation

The Division recomnends that the Co調nission not

Per血t the xpplacement of lnvolmtarlly de11sted o|a.sses

Wlth put opt±on classes. amd a.ccording|y, recO孤血ends

that the CoⅢ血ssion authorlze the DivIsion to send the

attached |etter∴to the A血ex, CBOE, MSE, P剛二X, a,nd PSE

contalning the proposed "Guide|ines for the Replacenent of

Ihvoluntarlly De|1sted Classes" (Exhiblt A). |n llght of

藍。宝霊宝業主8詫霊諾。S豊誌u三豊器薯圭諾窪。s
to be used as∴rePlacements for calls ln their co狐ents on

the proposed gt11dellnes●　the Cormlssion could anend the

guidelines to permit this before they are adopted in
fまna工　でor鳳.
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