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subject to reporting requirements under
the Act, and all of the component stocks
are either listed or traded on, or traded
through the facilities of, U.S. securities
markets. Additionally, the Amex’s
surveillance procedures will serve to
deter as well as detect any potential
manipulation.

Furthermore, the Commission notes
that the Notes are depending upon the
individual credit of the issuer, Lehman.
To some extent this credit risk is
minimized by the Exchange’s listing
standards in Section 107A of the
Company Guide, which provide that the
only issuers satisfying substantial asset
and equity requirements may issue
securities such as the Notes. In addition,
the Exchange’s “Other Securities”
listing standards further require that the
Notes have a market value of at least $4
million.?? In any event, financial
information regarding Lehman in
addition to the information on the 500
common stocks comprising the Index
will be publicly available.20

The Commission also has a systemic
concern, however, that a broker-dealer
such as Lehman, or a subsidiary
providing a hedge for the issuer will
incur position exposure. However, as
the Commission has concluded in
previous approval orders for other
hybrid instruments issued by broker-
dealers,2! the Commission believes that
this concern is minimal given the size
of the Notes issuance in relation to the
net worth of Lehman.

Finally, the Commission notes that
the value of the Index will be
disseminated at least once every fifteen
seconds throughout the trading day. The
Commission believes that providing
access to the value of the Index at least
once every fifteen seconds throughout
the trading day is extremely important
and will provide benefits to investors in
the product.

The Commission finds good cause for
approving the proposed rule change
prior to the thirtieth day after the date

19 See Company Guide Section 107A.

20 The Commission notes that the 500 component
stocks that comprise the Index are reporting
companies under the Act, and the Notes will be
registered under Section 12 of the Act.

21 See Securities Exchange Act Release Nos.
44913 (October 9, 2001), 66 FR 52469 (October 15,
2001) (order approving the listing and trading of
notes whose return is based on the performance of
the Nasdaq-100 Index) (File No. SR-NASD-2001—
73); 44483 (June 27, 2001), 66 FR 35677 (July 6,
2001) (order approving the listing and trading of
notes whose return is based on a portfolio of 20
securities selected from the Amex Institutional
Index) (File No. SR—Amex—2001-40); and 37744
(September 27, 1996), 61 FR 52480 (October 7,
1996) (order approving the listing and trading of
notes whose return is based on a weighted portfolio
of healthcare/biotechnology industry securities)
(File No. SR—Amex—96-27).

of publication of the notice of filing
thereof in the Federal Register. The
Exchange has requested accelerated
approval because this product is similar
to several other instruments currently
listed and traded on the Amex.22 The
Commission believes that the Notes will
provide investors with an additional
investment choice and that accelerated
approval of the proposal will allow
investors to begin trading the Notes
promptly. Additionally, the Notes will
be listed pursuant to Amex’s existing
hybrid security listing standards as
described above. Therefore, the
Commission finds good cause,
consistent with section 19(b)(2) of the
Act,?3 to approve the proposal on an
accelerated basis.

V. Conclusion

It is therefore ordered, pursuant to
section 19(b)(2) of the Act,24 that the
proposed rule change (SR—Amex—2004—
68) is hereby approved on an
accelerated basis.

For the Commission by the Division of
Market Regulation, pursuant to delegated
authority.25
Margaret H. McFarland,

Deputy Secretary.
[FR Doc. E4-2402 Filed 9-27—04; 8:45 am]|
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Exchange’s FOCUS Reports Filing
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September 20, 2004.

On May 17, 2004, the Pacific
Exchange, Inc. (“PCX” or “Exchange”)
filed with the Securities and Exchange
Commission (“Commission’’), pursuant
to Section 19(b)(1) of the Securities
Exchange Act of 1934 (““Act”) 1 and Rule
19b—4 thereunder,? a proposed rule
change to amend the PCX sanctioning
guidelines to more effectively enforce
compliance with the Exchange’s
Financial and Operational Combined
Uniform Single (“FOCUS”) Reports

22 See supra note 16.

2315 U.S.C. 78f(b)(5) and 78s(b)(2).
2415 U.S.C. 78s(b)(2).

2517 CFR 200.30-3(a)(12).

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

217 CFR 240.19b—4.

filing requirements. The PCX amended
the proposal on July 1, 2004.3

The proposed rule change, as
modified by Amendment No. 1, was
published for comment in the Federal
Register on August 5, 2004.4 The
Commission received no comments on
the proposal. This order approves the
proposed rule change, as amended.

The Commission finds 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.® The Commission finds
specifically that the proposed rule
change is consistent with Section 6(b)(5)
of the Act,® in that it is designed to
promote just and equitable principles of
trade, to foster cooperation and
coordination with persons engaged in
facilitating transactions in securities, to
remove impediments to and perfect the
mechanism of a free and open market
and a national market system, and, in
general, to protect investors and the
public interest. The Commission also
finds that the proposal is consistent
with Section 6(b)(6) of the Act,” which
requires that members and persons
associated with members be
appropriately disciplined for violations
of Exchange rules.

It is therefore ordered, pursuant to
Section 19(b)(2) of the Act,8 that the
proposed rule change (SR-PCX-2004—
45) be, and it hereby is, approved, as
amended.

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

Margaret H. McFarland,

Deputy Secretary.

[FR Doc. E4—2395 Filed 9-27-04; 8:45 am]|
BILLING CODE 8010-01-P

3The July 1, 2004 amendment (“Amendment No.
17) replaced the original filing in its entirety.

4 Securities Exchange Act Release No. 50126 (July
30, 2004), 69 FR 47477.

5In approving this proposed rule change, the
Commission has considered the proposed rule’s
impact on efficiency, competition, and capital
formation. 15 U.S.C. 78c(f).

66 15 U.S.C. 78f(b)(5).

715 U.S.C. 78{(b)(6).

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

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



		Superintendent of Documents
	2010-07-19T03:55:35-0400
	US GPO, Washington, DC 20401
	Superintendent of Documents
	GPO attests that this document has not been altered since it was disseminated by GPO




