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to permit any Series to invest up to
approximately 10%, but in no event
more than 10.5%, of the value of its
total assets in securities of an issuer that
derives more than 15% of its gross
revenues from securities related
activities. Each Series undertakes to
comply with all of the conditions of rule
12d3-1, except that each Series seeks to
invest up to approximately 10%o, but in
no event more than 10.5%, of that value
of any Series’ assets at its initial date of
deposit in the securities of any company
that is an issuer of any of the ten highest
dividend yielding stocks in the FT
Index or the Hang Seng Index.

4. Section 12(d)(3) was intended to
prevent investment companies from
exposing their assets to the
entrepreneurial risks of securities
related businesses to prevent potential
conflicts of interests, and to eliminate
certain reciprocal practices between
investment companies and securities
related businesses. One potential
conflict could occur if an investment
company purchased securities or other
interests in a broker-dealer to reward
that broker-dealer for selling fund
shares, rather than solely on investment
merit. Applicant believes that this
concern does not arise in connection
with its application because neither
applicant nor the Sponsors have
discretion in choosing the portfolio
securities or percentage amount
purchased. The security must first be
included in the FT Index or the Hang
Seng Index, which indexes are
unaffiliated with the Sponsors and
applicant, and must also qualify as one
of the ten highest dividend yielding
securities.

5. Applicant also believes that the
effect of a Series’s purchase on the stock
of parents of broker-dealers would be de
minimis. The common stocks of
securities related issuers represented in
the FT Index or the Hang Seng Index are
widely held, have active markets, and
applicant believes that the purchases by
any Series would represent an
insignificant amount of the outstanding
common stock and the trading volume
of any of these issues. Accordingly,
applicant believes that it is highly
unlikely that Series purchases of these
securities would have any significant
impact on the securities’ market value.

6. Another potential conflict of
interest could occur if an investment
company directed brokerage to a broker-
dealer in which the company has
invested to enhance the broker-dealer’s
profitability or to assist it during
financial difficulty, even though that
broker-dealer may not offer the best
price and execution. To prelude this
type of conflict, applicant and each

Series agree, as a condition of this
application, that no company held in a
Series’s portfolio nor any affiliate
thereof will act as a broker for any
Series in the purchase or sale of any
security for its portfolio. In light of the
above, applicant believes that its
proposal meets the section 6(c)
standards.

Applicant’s Condition

Applicant and each Series agrees that
any order granted under this application
may be conditioned upon no company
held in a Series’s portfolio nor any
affiliate thereof acting as broker for any
Series in the purchase or sale of any
security for a Series’s portfolio.

For the SEC, by the Division of Investment
Management, pursuant to delegated
authority.

Margaret H. McFarland,

Deputy Secretary.

[FR Doc. 95-15573 Filed 6-23-95; 8:45 am]
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Pursuant to Section 19(b)(1) of the
Securities Exchange Act of 1934
(“Act”), 15 U.S.C. 78s(b)(1), notice is
hereby given that on March 22, 1995,
the Philadelphia Stock Exchange, Inc.
(“PHLX" or ““Exchange”’) filed with the
Securities and Exchange Commission
(““SEC” or ““Commission”) the proposed
rule change as described in Items, I, I,
and Il below, which Items have been
prepared by the self-regulatory
organization. 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

Currently, PHLX Rule 1001, ““Position
Limits,” 1 applies only to transactions
by PHLX members or member
organizations in Exchange-listed
options. The PHLX proposes to amend
PHLX Rules 1001 and 1002, “Exercise

1Position limits impose a ceiling on the number

of option contracts which an investor or group of
investors acting in concert may hold or write in
each class of options on the same side of the market
(i.e.,) aggregating long calls and short puts or long
puts and short calls).

Limits,” 2 to require PHLX members
who trade non-PHLX listed options and
who are not members of the exchange
where the options transactions are
effected to comply with the applicable
option position and exercise limits of
the exchange where the options
transactions are effected.

The text of the proposed rule change
is available at the Office of the
Secretary, PHLX, and at the
Commission.

I1. Self-Regulatory Organization’s
Statement of the Purpose of, and
Statutory Basis for, the Proposed Rule
Change

In its filing with the Commission, the
self-regulatory organization 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 self-regulatory organization 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

The purpose of the proposal is to
eliminate a loophole in position and
exercise limit jurisdiction among the
option exchanges. According to the
Exchange, a PHLX member entering into
an opening transaction on another
exchange in an option not listed on the
PHLX and who is not a member of the
exchange where the transaction is
effected escapes the jurisdiction of both
the PHLX and the other exchange for
purposes of position limit compliance.
The PHLX notes that Exchange Rule
1001 does not apply because the rule is
limited to options dealt in on the PHLX.
Likewise, if the transaction is effected
by a non-member of the other exchange,
the other exchange cannot enforce its
position limit rule.

The PHLX believes that the proposed
amendments to PHLX Rule 1001 should
enable the PHLX to exercise jurisdiction
over a PHLX member violating the
position limit in a non-PHLX listed
option. The PHLX believes that the
same is true for exercise limits. The
proposal applies to both equity options
and index options.

2Exercise limits prohibit an investor or group of
investors acting in concert from exercising more
than a specified number of puts or calls in a
particular class within five consecutive business
days.



