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represented by component securities
that are eligible for options trading
pursuant to ISE Rule 502; (4) 10% or
more of the weight of any index is
represented by component securities
trading less than 20,000 shares per day;
or (5) the largest component security
accounts for more than 15% of the
weight of any index or the largest five
components in the aggregate account for
more than 50% of the weight of the
index.

The Commission also believes that the
position and exercise limits for these
new Russell Index options, including
the index hedge exemption from such
position limits, are reasonable and
consistent with the Act. These limits are
modeled on existing position and
exercise limits for options on very
similar Russell Indexes that previously
have been approved by the Commission.

In approving this proposal, the
Commission has specifically relied on
the following representations made by
the Exchange:

1. The Exchange will notify the
Division immediately if the Frank
Russell Company ceases to maintain
and calculate any Russell Index on
which an ISE option is based, or if the
value of any such Russell Index is not
disseminated every 15 seconds by a
widely available source. If a Russell
Index ceases to be maintained or
calculated, or its values are not
disseminated every 15 seconds by a
widely available source, the Exchange
will not list any additional series on that
index and will limit all transactions in
such options to closing transactions
only for the purpose of maintaining a
fair and orderly market and protecting
investors.

2. The Exchange has an adequate
surveillance program in place for the
proposed options on the Russell
Indexes.

3. The additional quote and message
traffic that will be generated by listing
and trading the proposed options on the
Russell Indexes, including LEAPS on
the Full Value Russell Indexes, will not
exceed the Exchange’s current message
capacity allocated by the Independent
System Capacity Advisor.

The Commission further notes that, in
approving this proposal, it relied on the
Exchange’s discussion of how the Frank
Russell Company currently calculates
the Russell Indexes. If the manner in
which any Russell Index is calculated
were to change substantially, this
approval order, with respect to any ISE
options on that index, might no longer
be effective.

The Commission finds good cause for
approving this proposal before the
thirtieth day after the publication of

notice thereof in the Federal Register.
Most of the proposed options on the
Russell Indexes already have been
approved for listing and trading on
another exchange and are governed by
contract specifications that are
substantially the same as those
proposed by ISE. The new options
proposed by ISE will be governed by
contract specifications that are
substantially the same as those that
govern the similar existing products.
Therefore, accelerating approval of ISE’s
proposal should benefit investors by
creating, without undue delay,
additional competition in the market for
the existing options, as well as an
additional investment opportunity with
regard to the new options.

V. Conclusion

It is therefore ordered, pursuant to
Section 19(b)(2) of the Act,22 that the
proposed rule change, as amended (SR—
ISE-2005-09), is hereby approved.

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

Deputy Secretary.
[FR Doc. E5-2114 Filed 5—2—05; 8:45 am]
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Pursuant to Section 19(b)(1) of the
Securities Exchange Act of 1934
(“Act”),* and Rule 19b—4 thereunder,?
notice is hereby given that on March 4,
2005, the Municipal Securities
Rulemaking Board (“MSRB” or
“Board”) filed with the Securities and
Exchange Commission (“Commission”
or “SEC”) the proposed rule change as
described in Items I, IT and III below,
which Items have been prepared by the
MSRB. The MSRB filed an amendment
to the proposed rule change on April 25,

2215 U.S.C. 78s(b)(2).
2317 CFR 200.30-3(a)(12).
115 U.S.C. 78s(b)(1).

217 CFR 240.19b—4.

2005.2 The MSRB has designated this
proposal as constituting a stated policy,
practice, or interpretation with respect
to the meaning, administration, or
enforcement of an existing rule of the
MSRB under Section 19(b)(3)(A)(i) of
the Act4 and Rule 19b—4(f)(1)
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 MSRB is filing with the
Commission an amendment to Rule G—
41, on anti-money laundering
compliance programs. The text of the
proposed rule change is available on the
MSRB’s Web site (http://www.msrb.org),
at the MSRB’s principal office, and at
the Commission’s Public Reference
Room.

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
MSRB 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 MSRB 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

On July 11, 2003, the SEC approved
proposed rule change SR-MSRB-2003—
04 establishing Rule G—41, on anti-
money laundering compliance. The
MSRB proposed Rule G-41 to ensure
that all brokers, dealers and municipal
securities dealers (“dealers”) that effect
transactions in municipal securities,
and in particular those that only effect
transactions in municipal securities
(“sole municipal dealers”), are aware of,
and in compliance with, anti-money
laundering compliance program

3 The amendment replaces part of the previously
filed proposed rule language of Rule G-41 to
comply with requests by representatives of the
Commission and NASD to revise certain language
to assist in enforcement of the rule (“Amendment
No. 17).

415 U.S.C. 78s(b)(3)(A)(i).

517 CFR 240.19b-4(f)(1).
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requirements. Representatives of the
NASD and SEC have recently asked the
MSRB to revise certain language in Rule
G—41 to assist in enforcement of the
rule. The basic requirements of the rule
remain unchanged.

2. Statutory Basis

The MSRB has adopted the proposed
rule change, as amended, pursuant to
Section 15B(b)(2)(C) of the Act,® which
authorizes the MSRB to adopt rules that
shall:
be designed to prevent fraudulent and
manipulative acts and practices, to promote
just and equitable principles of trade, to
foster cooperation and coordination with
persons engaged in regulating, clearing,
settling, processing information with respect
to, and facilitating transactions in municipal
securities, to remove impediments to and
perfect the mechanism of a free and open
market in municipal securities, and, in
general, to protect investors and the public
interest.

The Board believes that the proposed
rule change will facilitate dealer
compliance with anti-money laundering
compliance program regulation. These
programs are designed to help identify
and prevent money laundering abuses
that can affect the integrity of the U.S.
capital markets.

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

The MSRB does not believe that the
proposed rule change, as amended, will
result in any burden on competition
among dealers not necessary or
appropriate in furtherance of the
purposes of the Act because it applies
equally to all dealers in municipal
securities.

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

Written comments were neither
solicited nor received.

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

The MSRB has designated this
proposed rule change as constituting a
stated policy, practice or interpretation
with respect to the meaning,
administration or enforcement of an
existing MSRB rule under Section
19(b)(3)(A)(i) of the Act,” and Rule 19b—
4(f)(1) thereunder,® which renders the
proposed rule change effective upon
filing with the Commission.

615 U.S.C. 780—4(b)(2)(C).
715 U.S.C. 78s(b)(3)(A){).
817 CFR 240.19b—4(f)(1).

At any time within 60 days of this
filing, the Commission may summarily
abrogate this proposal 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.?

IV. Solicitation of Comments

Interested persons are invited to
submit written data, views, and
arguments concerning the foregoing,
including whether the proposal 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-MSRB-2005-03 on the
subject line.

Paper Comments

¢ 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-MSRB-2005—03. 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
Room. Copies of such filing also will be
available for inspection and copying at
the office of the MSRB. 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

9 See 15 U.S.C. 78s(b)(3)(C). For purposes of
calculating the 60-day abrogation period, the
Commission considers the period to commence on
April 25, 2005, the date that the MSRB filed
Amendment No. 1.

available publicly. All submissions
should refer to File Number SR-MSRB-
2005—03 and should be submitted on or
before May 24, 2005.

For the Commission, by the Division of
Market Regulation, pursuant to delegated
authority.10

Margaret H. McFarland,

Deputy Secretary.

[FR Doc. E5-2105 Filed 5—2—05; 8:45 am]
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Pursuant to Section 19(b)(1) of the
Securities Exchange Act of 1934
(““Act”),? and Rule 19b—4 thereunder,?
notice is hereby given that on March 18,
2005, the New York Stock Exchange,
Inc. (“NYSE” or “Exchange”) filed with
the Securities and Exchange
Commission (“Commission’ or “SEC”)
Amendment No. 3 3 to the proposed rule
change as described in Items [, II, and
III below, which Items have been
prepared by the Exchange. The NYSE
submitted this partial amendment,
constituting Amendment No. 3,
pursuant to the request of Commission
staff. Specifically, the NYSE proposes to
amend new Section (g)(4) under Rule
431 to remove current paragraph
(g)(4)(B) under which any affiliate of a
self-clearing member organization can
participate in portfolio margining,
without being subject to the $5 million
equity requirement.*

The NYSE submitted the original
proposed rule change to the
Commission on May 13, 2002 (“Original
Proposal”). On August 21, 2002, the
NYSE filed Amendment No. 1 to the
proposed rule change.? The proposed

1017 CFR 200.30-3(a)(12).

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

217 CFR 240.19b—4.

3 See Partial Amendment No. 3 (“Amendment No.
37).

4 This partial amendment would not exclude
these affiliates from participating in portfolio
margining; rather, it would subject them to the $5
million equity requirement in proposed paragraph
(g)(4)(C) of Rule 431 in Amendment No. 3.

5 See letter from Mary Yeager, Assistant Secretary,
NYSE, to T.R. Lazo, Senior Special Counsel,
Division of Market Regulation, Commission, dated
August 20, 2002 (“Amendment No. 17). In

Continued
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