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Procedures for the conduct of and
participation in ACRS meetings were
published in the Federal Register on
October 4, 2017 (82 FR 46312). In
accordance with those procedures, oral
or written views may be presented by
members of the public, including
representatives of the nuclear industry.
Persons desiring to make oral statements
should notify Quynh Nguyen, Cognizant
ACRS Staff (Telephone: 301-415-5844,
Email: Quynh.Nguyen@nrc.gov), 5 days
before the meeting, if possible, so that
appropriate arrangements can be made
to allow necessary time during the
meeting for such statements. In view of
the possibility that the schedule for
ACRS meetings may be adjusted by the
Chairman as necessary to facilitate the
conduct of the meeting, persons
planning to attend should check with
the Cognizant ACRS staff if such
rescheduling would result in major
inconvenience. The bridgeline number
for the meeting is 866—822—3032,
passcode 8272423#.

Thirty-five hard copies of each
presentation or handout should be
provided 30 minutes before the meeting.
In addition, one electronic copy of each
presentation should be emailed to the
Cognizant ACRS Staff one day before
meeting. If an electronic copy cannot be
provided within this timeframe,
presenters should provide the Cognizant
ACRS Staff with a CD containing each
presentation at least 30 minutes before
the meeting.

In accordance with Subsection 10(d)
of Public Law 92-463 and 5 U.S.C.
552b(c), certain portions of this meeting
may be closed, as specifically noted
above. Use of still, motion picture, and
television cameras during the meeting
may be limited to selected portions of
the meeting as determined by the
Chairman. Electronic recordings will be
permitted only during the open portions
of the meeting.

ACRS meeting agendas, meeting
transcripts, and letter reports are
available through the NRC Public
Document Room at pdr.resource@
nre.gov, or by calling the PDR at 1-800—
397—4209, or from the Publicly
Available Records System (PARS)
component of NRC’s document system
(ADAMS) which is accessible from the
NRC website at http://www.nrc.gov/
reading-rm/adams.html or http://
www.nre.gov/reading-rm/doc-
collections/# ACRS/.

Video teleconferencing service is
available for observing open sessions of
ACRS meetings. Those wishing to use
this service should contact Mr. Theron
Brown, ACRS Audio Visual Technician
(301-415-6702), between 7:30 a.m. and
3:45 p.m. (ET), at least 10 days before

the meeting to ensure the availability of
this service. Individuals or
organizations requesting this service
will be responsible for telephone line
charges and for providing the
equipment and facilities that they use to
establish the video teleconferencing
link. The availability of video
teleconferencing services is not
guaranteed.

Note: The “Waterford Steam Electric
Station, Unit 3 License Renewal
Application” meeting was listed on the
previous notice as ending at 10 a.m. but is
currently scheduled to end at 10:30 a.m.

Dated: October 24, 2018.
Russell E. Chazell,
Federal Advisory Committee Management
Officer, Office of the Secretary.
[FR Doc. 2018-23619 Filed 10-29-18; 8:45 am]
BILLING CODE 7590-01-P

OFFICE OF PERSONNEL
MANAGEMENT

Federal Salary Council; Meeting Notice

AGENCY: Office of Personnel
Management.
ACTION: Notice of meeting.

SUMMARY: The Federal Salary Council
will meet on Tuesday, November 13,
2018, at the time and location shown
below. The Council is an advisory body
composed of representatives of Federal
employee organizations and experts in
the fields of labor relations and pay
policy. The Council makes
recommendations to the President’s Pay
Agent (the Secretary of Labor and the
Directors of the Office of Management
and Budget and the Office of Personnel
Management) about the locality pay
program for General Schedule
employees. The Council’s
recommendations cover the
establishment or modification of locality
pay areas, the coverage of salary
surveys, the process of comparing
Federal and non-Federal rates of pay,
and the level of comparability payments
that should be paid.

The Council will hear public
testimony about the locality pay
program, review the results of pay
comparisons, and formulate its
recommendations to the President’s Pay
Agent on pay comparison methods,
locality pay rates, and locality pay areas
and boundaries for 2020.

The meeting is open to the public.
Individuals who wish to provide
testimony or present material at the
meeting should contact the Office of
Personnel Management using the
telephone number or email address

provided below. In addition, please be
aware that the Council asks that oral
testimony at the meeting be limited to
5 minutes per speaker.
DATES: Tuesday, November 13, 2018, at
1:00 p.m.
ADDRESSES: Office of Personnel
Management, 1900 E Street NW, Room
1350, Washington, DC 20415.
FOR FURTHER INFORMATION CONTACT:
Brenda L. Roberts, Deputy Associate
Director, Pay and Leave, Office of
Personnel Management, 1900 E Street
NW, Room 7H31, Washington, DC
20415-8200. Phone (202) 606—2838;
FAX (202) 606—0824; or email at pay-
leave-policy@opm.gov.

For The President’s Pay Agent.
Alexys Stanley,
Regulatory Affairs Analyst.
[FR Doc. 2018-23630 Filed 10~29-18; 8:45 am]
BILLING CODE 6329-39-P

SECURITIES AND EXCHANGE
COMMISSION

[Release No. 34-84481; File No. SR—
CboeEDGX-2018-037]

Self-Regulatory Organizations; Cboe
EDGX Exchange, Inc.; Notice of Filing
of a Proposed Rule Change To Permit
the Listing and Trading of P.M.-Settled
Series on Certain Broad-Based Index
Options on a Pilot Basis

October 24, 2018.

Pursuant to Section 19(b)(1) of the
Securities Exchange Act of 1934 (the
“Act”),! and Rule 19b-4 thereunder,?
notice is hereby given that on October
11, 2018, Cboe EDGX Exchange, Inc.
filed with the Securities and Exchange
Commission (the “Commission” or
“SEC”) the proposed rule change as
described in Items I, II, and III below,
which Items have been prepared by the
Exchange. 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

Cboe EDGX Exchange, Inc. (the
“Exchange” or “EDGX Options™’)
proposes to permit the listing and
trading of P.M.-settled series on certain
broad-based index options on a pilot
basis. [The text of the proposed rule
change is provided below.] [sic]

The text of the proposed rule change
is also available on the Exchange’s

115 U.S.C. 78s(b)(1).
217 CFR 240.19b—4.


http://www.nrc.gov/reading-rm/adams.html
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mailto:pay-leave-policy@opm.gov
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mailto:Quynh.Nguyen@nrc.gov
http://www.nrc.gov/reading-rm/doc-collections/#ACRS/
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website (http://www.choe.com/
AboutCBOE/
CBOELegalRegulatoryHome.aspx), at
the Exchange’s Office of the Secretary,
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
Exchange 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
Exchange 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 the
Statutory Basis for, the Proposed Rule
Change

1. Purpose

The proposed rule change permits the
listing and trading of P.M.-settled series
on certain broad-based index options on
a pilot basis.3 First, the proposed rule
change would permit the listing and
trading of XSP options with third-
Friday-of-the-month expiration dates,
whose exercise settlement value will be
based on the closing index value on the
expiration day (“P.M.-settled”) for an
initial period of twelve months (the
“XSPPM Pilot Program”) from the date
of approval of this proposed rule
change. Second, the proposed rule
change would permit the listing and
trading of P.M.-settled options on broad-
based indexes with weekly expirations
(“Weeklys’’) and end-of-month
expirations (“EOMs”) for an initial
period of 12 months (the “Nonstandard
Expirations Pilot Program’’) from the
date of approval of this proposed rule
change.

XSPPM Pilot Program

Proposed Rule 29.11(a)(6) permits the
listing and trading, in addition to A.M.-
settled XSP options, of P.M.-settled XSP
options with third-Friday-of-the-month
expiration dates on a pilot basis for an
initial period of 12 months from the
date of approval of this proposed rule
change. XSP options are A.M.-settled
pursuant to the generic listing criteria in
Rule 29.11(a)(5). The Exchange believes

3The Exchange is authorized to list for trading
options that overlie the Mini-SPX Index (“XSP”)
and the Russell 2000 Index (“RUT”). See Rule
29.11(a).

permitting the trading of XSP options on
a P.M.-settled basis will encourage
greater trading in XSP options.

Other than settlement and closing
time on the last trading day (as
discussed below), contract terms for
P.M.-settled XSP options will be the
same as the A.M.-settled XSP options.
The proposed contract would use a $100
multiplier. The minimum trading
increments, strike price intervals, and
expirations would be the same as the
A.M.-settled XSP option series. P.M.-
settled XSP options would have
European-style exercise. The Exchange
will also have flexibility to open for
trading additional series in response to
customer demand.

The proposed rule change amends
Rule 29.10(a) to state that, on their last
trading day, transactions in P.M.-settled
XSP options may be effected on the
Exchange between the hours of 9:30
a.m. and 4:00 p.m. Eastern time (as
opposed to the normal trading hours for
non-expiring P.M.-settled XSP options,
which are from 9:30 a.m. to 4:15 p.m.
Eastern time). XSP options are typically
priced in the market based on
corresponding futures values. The
primary listing markets for the
component securities that comprise the
S&P 500 Index close trading in those
securities at 4:00 p.m. The primary
listing exchanges for the component
securities disseminate closing prices of
the component securities, which are
used to calculate the exercise settlement
value of the S&P 500 Index. The
Exchange believes that, under normal
trading circumstances, the primary
listing markets have sufficient
bandwidth to prevent any data queuing
that would cause any trades that are
executed prior to the closing time from
being reported after 4:00 p.m. Despite
the fact that the exercise settlement
value will be fixed at or soon after 4:00
p.m., if the Exchange did not close
trading in expiring P.M.-settled XSP
options at 4:00 p.m. on their last trading
day, trading in expiring P.M.-settled
XSP options would continue for an
additional fifteen minutes until 4:15
p-m. and would not be able to be priced
on corresponding futures values, but
rather the known cash value. At the
same time, the prices of non-expiring
P.M.-settled XSP option series would
continue to move and be priced in
response to changes in corresponding
futures prices.

A potential pricing divergence could
occur between 4:00 p.m. and 4:15 p.m.
on the final trading day in expiring
P.M.-settled XSP options (e.g. switch
from pricing off of futures to cash).
Further, the switch from pricing off of
futures to cash can be a difficult and

risky switchover for liquidity providers.
As aresult, without closing expiring
contracts at 4:00 p.m., it is foreseeable
that Market-Makers could react by
widening spreads in order to
compensate for the additional risk.
Therefore, the Exchange believes that, in
order to mitigate potential investor
confusion and the potential for
increased costs to investors, it is
appropriate to cease trading in the
expiring P.M.-settled XSP contracts at
4:00 p.m. The Exchange does not
believe the proposed change will impact
volatility on the underlying cash market
at the close on third Fridays. Further,
other options exchanges close trading in
certain options on the last trading day
for certain classes.*

If the Exchange were to propose an
extension of the XSPPM Pilot Program
or should the Exchange propose to make
the XSPPM Pilot Program permanent,
the Exchange would submit a filing
proposing such amendments to the
XSPPM Pilot Program. Further, any
positions established under the XSPPM
Pilot Program would not be impacted by
the expiration of the XSPPM Pilot
Program. For example, if the Exchange
lists a P.M.-settled XSP option that
expires after the XSPPM Pilot Program
expires (and is not extended), then those
positions would continue to exist. If the
pilot were not extended, then the
positions could continue to exist.
However, any further trading in those
series would be restricted to
transactions where at least one side of
the trade is a closing transaction.

As part of the XSPPM Pilot Program,
the Exchange will submit a pilot report
to the Commission at least two months
prior to the expiration date of the pilot.
This annual report will contain an
analysis of volume, open interest, and
trading patterns. The analysis would
examine trading in the proposed option
product as well as trading in the
securities that comprise the S&P 500
Index. In addition, for series that exceed
certain minimum open interest
parameters, the annual report will
provide analysis of index price volatility
and, if needed, share trading activity.

The annual report will contain the
following volume and open interest
data:

(1) Monthly volume aggregated for all
trades;

(2) monthly volume aggregated by
expiration date;

4 See Cboe Options Rule 24.6, Interpretations and
Policies .01 (options with Quarterly Index
Expirations), .03 (Cboe S&P 500 A.M./P.M. Basis
options), .04 (P.M.-settled SPX options with third
Friday-of-the-month expiration and P.M.-settled
XSP options), and .05 (MSCI EAFE Index options).
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(3) monthly volume for each
individual series;

(4) month-end open interest
aggregated for all series;

(5) month-end open interest
aggregated by expiration date; and

(6) month-end open interest for each
individual series.

The annual report will also contain
the information noted above for
expiration Friday A.M.-settled XSP
option series, if applicable, for the
period covered in the annual report. In
addition to the annual report, the
Exchange will provide the Commission
with interim reports of the information
listed in (1) through (6) above.

In the annual report, the annual report
would contain the following analysis of
trading patterns in expiration Friday,
P.M.-settled XSP option series in the
XSPPM Pilot Program:

(1) A time series analysis of open
interest; and

(2) an analysis of the distribution of
trade sizes.

Also, for series that exceed certain
minimum parameters, the annual report
will also contain the following analysis
related to index price changes and, if
needed, underlying share trading
volume at the close on expiration
Fridays:

(1) A comparison of index price
changes at the close of trading on a
given expiration Friday with
comparable price changes from a control
sample. The data will include a
calculation of percentage price changes
for various time intervals and compare
that information to the respective
control sample. Raw percentage price
change data as well as percentage price
change data normalized for prevailing
market volatility, as measured by an
appropriate index as agreed by the
Commission and the Exchange, would
be provided; and

(2) a calculation of share volume for
a sample set of the component securities
representing an upper limit on share
trading that could be attributable to
expiring in-the-money series. The data,
if needed, will include a comparison of
the calculated share volume for
securities in the sample set to the
average daily trading volumes of those
securities over a sample period.

The minimum open interest
parameters, control sample, time
intervals, method for randomly selecting
the component securities, and sample
periods would be determined by the
Exchange and the Commission.

Additionally, the Exchange will
provide the Commission with any
additional data or analyses the
Commission requests because it deems
such data or analyses necessary to

determine whether the XSPPM Pilot
Program is consistent with the Exchange
Act. The Exchange will make public all
data and analyses it submits to the
Commission under the XSPPM Pilot
Program.

Other exchanges currently have pilots
that permit P.M.-settled index options.5

Nonstandard Expirations Pilot Program

The proposed rule change permits the
listing and trading, on a pilot basis, of
P.M.-settled options on broad-based
indexes with nonstandard expiration
dates for an initial period of 12 months
from the date of approval of this
proposed rule change. The Nonstandard
Expirations Pilot Program will permit
both Weeklys and EOMs as discussed
below. Contract terms for the Weekly
and EOM expirations will be similar to
those of the A.M.-settled broad-based
index options, except that the Weekly
and EOM expirations will be P.M.-
settled.

Proposed Rule 29.11(j)(1) permits the
Exchange to open for trading Weeklys
on any broad-based index eligible for
standard options trading to expire on
any Monday, Wednesday, or Friday
(other than the third Friday-of-the-
month or days that coincide with an
EOM). Weeklys will be subject to all
provisions of Rule 29.11 and will be
treated the same as options on the same
underlying index that expire on the
third Friday of the expiration month.
However, Weeklys will be P.M.-settled,
and new Weekly series may be added
up to and including on the expiration
date for an expiring Weekly.

The maximum number of expirations
that may be listed for each Weekly (i.e.,
a Monday expiration, a Wednesday
expiration, or Friday expiration, as
applicable) in a given class will be the
same as the maximum number of
expirations permitted in Rule
29.11(a)(3) for standard options on the
same broad-based index.¢ Weeklys
would not need to be for consecutive
Monday, Wednesday, or Friday
expirations, as applicable. However, the
expiration date of a non-consecutive
expiration would not be permitted
beyond what would be considered the
last expiration date if the maximum
number of expirations were listed
consecutively. Weeklys that are first
listed in a given class could expire up
to four weeks from the actual listing

5 See Cboe Options Rule 24.9, Interpretation and
Policy .14 and Phlx Rule 1101A, Commentary .05.

6 Pursuant to Rule 29.11(a)(3), the Exchange may
list up to six expiration months at any one time.
Therefore, pursuant to the proposed rule change,
the Exchange may list a maximum of six Weekly
expirations under the Nonstandard Expirations
Pilot Program.

date. If the last trading day of a month
is a Monday, Wednesday, or Friday and
the Exchange lists EOMs and Weeklys,
as applicable, in a given class, the
Exchange will list an EOM instead of a
Weekly in the given class. Other
expirations in the same class are not
counted as part of the maximum
number of Weeklys for a broad-based
index class. If the Exchange is not open
for business on a respective Monday,
the normally Monday expiring Weeklys
would expire on the following business
day. If the Exchange is not open for
business on a respective Wednesday or
Friday, the normally Wednesday or
Friday expiring Weekly will expire on
the previous business day.

Proposed Rule 29.11(a)(2) [sic]
permits the Exchange to open for
trading EOMs on any broad-based index
eligible for standard options trading to
expire on the last trading day of the
month. EOMs will be subject to all
provisions of Rule 29.11 and treated the
same as options on the same underlying
index that expire on the third Friday of
the expiration month. However, EOMs
will be P.M.-settled, and new series of
EOMs may be added up to and
including on the expiration date for an
expiring EOM.

The maximum number of expirations
that may be listed for EOMs in a given
class is the same as the maximum
number of expirations permitted in Rule
29.11(a)(3) for standard options on the
same broad-based index.” EOMs need
not be for consecutive end-of-month
expirations. However, the expiration
date of a non-consecutive expiration
may not be beyond what would be
considered the last expiration date if the
maximum number of expirations were
listed consecutively. EOMs that are first
listed in a given class may expire up to
four weeks from the actual listing date.
Other expirations in the same class are
not counted as part of the maximum
number of EOMs for a broad-based
index class.

The proposed rule change amends
Rule 29.11(c)(5)(C) to provide that the
lowest strike interval for series of XSP
options listed under the Nonstandard
Expirations Pilot Program will be $0.50.
With respect to XSP, this is consistent
with the minimum strike interval for
XSP options listed under the Short
Term Series Program.? Additionally,
this is consistent with the minimum
strike interval for options on the
Standard & Poor’s Depository Receipts
Trust (SPY), which is an ETF that like
XSP tracks the performance of 1/10th

71d.
8 See Rule 29.11(c)(5)(C).
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the value of the S&P 500 Index, with
weekly expirations.?

Weeklys and EOMs will be subject to
the same rules that currently govern the
trading of standard monthly broad-
based index options, including sales
practice rules, margin requirements, and
floor trading procedures. Contract terms
for Weeklys and EOMs will be the same
as those for standard monthly broad-
based index options. Since Weeklys and
EOMs will be new types of series, and
not a new class, the Exchange proposes
that Weeklys and EOMs will be
aggregated for any applicable reporting
and other requirements.1? Pursuant to
new proposed Rule 29.11(j)(4), expiring
transactions in Weeklys and EOMs may
be effected on the Exchange between the
hours of 9:30 a.m. and 4:00 p.m.
(Eastern time).

As stated above, this proposed rule
change establishes a Nonstandard
Expirations Pilot Program for broad-
based index options on a pilot basis, for
an initial period of 12 months from the
date of approval of this proposed rule
change. If the Exchange were to propose
an extension of the Nonstandard
Expirations Pilot Program or should the
Exchange propose to make it permanent,
the Exchange would submit a filing
proposing such amendments. Further,
any positions established under the
Nonstandard Expirations Pilot Program
would not be impacted by the
expiration of the pilot. For example, if
the Exchange lists a Weekly or EOM that
expires after the Nonstandard
Expirations Pilot Program expires (and
is not extended), then those positions
would continue to exist. However, any
further trading in those series would be
restricted to transactions where at least
one side of the trade is a closing
transaction.

As part of the Nonstandard
Expirations Pilot Program, the Exchange
will submit a pilot report to the
Commission at least two months prior to

9 See Rule 19.6, Interpretation and Policy .05(f).

10Rule 29.5(a) requires Options Members to
comply with the applicable rules of Cboe Options
with respect to position limits for broad-based
index options for options traded on Cboe Options.
Cboe Options Rule 24.4, Interpretation and Policy
.03 sets forth the reporting requirements for certain
market indexes that do not have position limits,
including XSP and RUT, and would apply to XSP
and RUT options traded on the Exchange pursuant
to Rule 29.5(a); see also Cboe Options Rule 24.4(b),
which provides that Weeklys and EOMs will be
aggregated with option contracts on the same broad-
based index and will be subject to the overall
position limit, and would apply to Weeklys/EOMs
traded on the Exchange pursuant to Rule 29.5(a).
The Exchange notes that the proposed aggregation
is consistent with the aggregation requirements or
other types of option series (e.g. quarterly expiring
options) that may be listed on the Exchange and
that do not expire on the customary “third Friday”
(see Cboe Options Rule 24.4(e)).

the expiration date of the pilot (the
“annual report”). The annual report will
contain an analysis of volume, open
interest, and trading patterns. In
addition, for series that exceed certain
minimum open interest parameters, the
annual report will provide analysis of
the index price volatility, and, if
needed, share trading activity.

For all Weekly and EOM series, the
annual report will contain the following
volume and open interest data for each
broad-based index overlying Weekly
and EOM options:

(1) Monthly volume aggregated for all
Weekly and EOM series;

(2) Volume in Weekly and EOM series
aggregated by expiration date;

(3) Month-end open interest
aggregated for all Weekly and EOM
series;

(4) Month-end open interest for EOM
series aggregated by expiration date and
open interest for Weekly series
aggregated by expiration date;

(5) Ratio of monthly aggregate volume
in Weekly and EOM series to total
monthly class volume; and

(6) Ratio of month-end open interest
in EOM series to total month-end class
open interest and ratio of open interest
in each Weekly series to total class open
interest.

In addition, the annual report will
contain the information noted above for
standard expiration Friday, A.M.-settled
series, if applicable, for the period
covered in the annual report as well as
for the six-month period prior to the
initiation of the pilot.

Upon request by the SEC, the
Exchange will provide a data file
containing: (1) Weekly and EOM option
volume data aggregated by series, and

(2) Weekly open interest for each
expiring series and EOM month-end
open interest for expiring series.

In the annual report, the Exchange
also proposes to identify Weekly and
EOM trading patterns by undertaking a
time series analysis of open interest in
Weekly and EOM series aggregated by
expiration date compared to open
interest in near-term standard expiration
Friday A.M.-settled series in order to
determine whether users are shifting
positions from standard series to
Weekly and EOM series. In addition, to
the extent that data on other weekly or
monthly P.M.-settled products from
other exchanges is publicly available,
the report will also compare open
interest with these options in order to
determine whether users are shifting
positions from other weekly or monthly
P.M.-settled products to the Weekly and
EOM series. Declining open interest in
standard series or the weekly or
monthly P.M.-settled products of other

exchanges accompanied by rising open
interest in Weekly and EOM series
would suggest that users are shifting
positions.

For each Weekly and EOM expiration
that has open interest that exceeds
certain minimum thresholds, the annual
report will contain the following
analysis related to index price changes
and, if needed, underlying share trading
volume at the close on expiration dates:

(1) A comparison of index price
changes at the close of trading on a
given expiration date with comparable
price changes from a control sample.
The data will include a calculation of
percentage price changes for various
time intervals and compare that
information to the respective control
sample. Raw percentage price change
data as well as percentage price change
data normalized for prevailing market
volatility, as measured by an
appropriate index agreed to by the
Commission and the Exchange, will be
provided; and

(2) If needed, a calculation of share
volume for a sample set of the
component securities representing an
upper limit on share trading that could
be attributable to expiring in-the-money
Weekly and EOM series. The data, if
needed, will include a comparison of
the calculated share volume for
securities in the sample set to the
average daily trading volumes of those
securities over a sample period.

The minimum open interest
parameters, control sample, time
intervals, method for selecting the
component securities, and sample
periods will be determined by the
Exchange and the Commission.

Additionally, the Exchange will
provide the Commission with any
additional data or analyses the
Commission requests because it deems
such data or analyses necessary to
determine whether the Nonstandard
Expirations Pilot Program is consistent
with the Exchange Act. The Exchange
will make public all data and analyses
it submits to the Commission under the
Nonstandard Expirations Pilot Program.
Other exchanges currently have pilots
that have weekly and end-of-month
expirations.1?

Additional Information

Precedent exists for P.M.-settled
broad-based index options, as other
options exchanges list P.M.-settled
broad-based index options.12 The

11 See Cboe Options Rule 24.9(e); and Phlx Rule
1101A(b)(vii).

12 See, e.g., Cboe Options Rule 24.9(a)(4) (OEX not
listed as A.M.-settled) and Interpretation and Policy
.14 (permits listing of P.M.-settled SPX and XSP

Continued
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Exchange does not believe that any
market disruptions will be encountered
with the introduction of listing P.M.-
settled options on the Exchange. The
Exchange will monitor for any such
disruptions or the development of any
factors that would cause such
disruptions.

The Exchange notes that P.M.-settled
options predominate in the over-the-
counter (“OTC”) market, and the
Exchange is not aware of any adverse
effects in the stock market attributable
to the P.M.-settlement feature. The
Exchange is merely proposing to offer a
P.M.-settled product in an exchange
environment that offers the benefit of
added transparency, price discovery,
and stability. In response to any
potential concerns that disruptive
trading conduct could occur as a result
of the concurrent listing and trading of
two index option products based on the
same index but for which different
settlement methodologies exist (i.e., one
is A.M.-settled and one is P.M.-settled),
the Exchange notes that Cboe Options
lists and trades both A.M.-settled and
P.M.-settled SPX options, and Phlx lists
and trades both A.M.-settled and P.M.-
settled NDX options. The Exchange is
not aware of any market disruptions
occurring as a result of these exchanges
offering both products.

The adoption of P.M.-settled options
on an exchange that lists A.M.-settled
options in the same class would provide
greater spread opportunities. This
manner of trading in different products
allows a market participant to take
advantage of the different expiration
times, providing expanded trading
opportunities. In the options market
currently, market participants regularly
trade similar or related products in
conjunction with each other, which
contributes to overall market liquidity.

The Exchange represents it has an
adequate surveillance program in place
for index options. The Exchange is a
member of the Intermarket Surveillance
Group (“ISG”), which is comprised of
an international group of exchanges,
market centers, and market regulators.
The purpose of ISG is to provide a
framework for the sharing of
information and the coordination of
regulatory efforts among exchanges
trading securities and related products
to address potential intermarket
manipulations and trading abuses. ISG
plays a crucial role in information
sharing among markets that trade
securities, options on securities,
security futures products, and futures
and options on broad-based security

options); and PHLX Rule 1101A, Commentary .05
(permits listing of P.M.-settled NDX options).

indexes. A list of identifying current ISG
members is available at https://
www.isgportal.org/isgPortal/public/
members.htm.

The Exchange has analyzed its
capacity and represents that it believes
the Exchange and OPRA have the
necessary systems capacity to handle
the additional traffic associated with the
listing of P.M.-settled XSP and Weekly/
EOM option series up to the proposed
number of possible expirations and
strike prices. The Exchange believes any
additional traffic that would be
generated from the introduction of P.M.-
settled XSP and Weekly/EOM options
series will be manageable. The
Exchange believes its Members will not
have a capacity issue as a result of this
proposed rule change. The Exchange
also represents that it does not believe
this expansion will cause fragmentation
of liquidity. The Exchange will monitor
the trading volume associated with the
additional options series listed as a
result of this proposed rule change and
the effect (if any) of these additional
series on market fragmentation and on
the capacity of the Exchange’s
automated systems.

P.M.-settled options would be subject
to all provisions of Rule 29.11. P.M.-
settled options would be subject to the
same rules that govern the trading of
A.M.-settled options overlying the same
indexes, including sales practice rules,
margin requirements, and floor trading
procedures. P.M.-settled options will be
subject to the margin requirements set
forth in Chapter 28 and the position
limits set forth in Rule 29.5. Chapter 28
imposes the margin requirements of
either Cboe Options or the New York
Stock Exchange on Exchange Options
Members. Similarly, Rule 29.5 imposes
position (and exercise) limits for broad-
based index options of Cboe Options on
Exchange Options Members. Since P.M.-
settled options will be a new type of
series, and not a new class, the
Exchange proposes that the P.M.-settled
options will be aggregated for any
applicable reporting and other
requirements.13 Currently, there are no

13 See Rule 29.5(a), which requires Options
Members to comply with the applicable rules of
Cboe Options with respect to position limits for
broad-based index options for options traded on
Cboe Options. Cboe Options Rule 24.4(b), which
applies to index options traded on the Exchange
pursuant to Rule 29.5(a), provides that Nonstandard
Expirations will be aggregated with option contracts
on the same broad-based index and subject to the
overall position limit. Additionally, Cboe Options
Rule 24.4(d), which applies to index options traded
on the Exchange pursuant to Rule 29.5(a), positions
in reduced-value index options will be aggregated
with positions in full-value indices. The Exchange
notes that the proposed aggregation is consistent
with the aggregation requirements for other types of
option series (e.g. quarterly expiring options) that

position limits on RUT and XSP
options.1* Therefore, there will be no
position limits on P.M.-settled RUT and
XSP options. P.M.-settled XSP options
and Weekly/EOM broad-based index
options are currently authorized for
listing on Cboe Options,® and thus the
same margin requirements and position
and exercise limits that apply to these
products as listed and traded on Cboe
Options will apply to these products
when listed and traded on the
Exchange. The proposed rule change
will also result in similar regulatory
treatment for similar option products.

2. Statutory Basis

The Exchange believes the proposed
rule change is consistent with the
Securities Exchange Act of 1934 (the
“Act”) and the rules and regulations
thereunder applicable to the Exchange
and, in particular, the requirements of
Section 6(b) of the Act.16 Specifically,
the Exchange believes the proposed rule
change is consistent with the Section
6(b)(5) 17 requirements that the rules of
an exchange 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
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 Exchange believes the proposed
rule change will attract order flow to the
Exchange, increase the variety of listed
options to investors, and provide a
valuable hedge tool to investors. The
Exchange believes the proposed rule
change will also remove impediments to
and perfect the mechanism of a free and
open market, and in general protect
investors by expanding the ability of
investors to hedge risks against market
movements stemming from economic
releases or market events that occur
during the month and at the end of the
month. Accordingly, the Exchange
believes that P.M.-settled options will
create greater trading and hedging
opportunities and flexibility, and

are listed on the Exchange and that do not expire
on the customary “third Friday.” See Cboe Options
Rule 24.4 (which applies to the Exchange pursuant
to Rule 29.5(a)).

14 See Cboe Options Rule 24.4(a) (which applies
to the Exchange pursuant to Rule 29.5(a)).

15 Similarly, pursuant to Cboe Options Chapter
12, Cboe Options Trading Permit Holders may
request to have New York Stock Exchange margin
requirements apply to their trading.

1615 U.S.C. 78f(b).

1715 U.S.C. 78£(b)(5).
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provide customers with the ability to
more closely tailor their investment
objectives.

The Commission has previously
stated that when cash-settled index
options were first introduced in the
1980s, they generally utilized closing-
price settlement procedures (i.e., P.M.
settlement). The Commission stated it
became concerned about the impact of
P.M. settlement on cash-settled index
options on the markets for the
underlying stocks at the close on
expiration Fridays, especially during the
quarterly expirations of the third Friday
of March, June, September, and
December when options, index futures,
and options on index futures all expire
simultaneously. The Commission
expressed concerns that P.M. settlement
was believed to have contributed to
above-average volume and added
market volatility on those days, which
sometimes led to sharp price
movements during the last hour of
trading, as a consequence of which the
close of trading on the quarterly
expiration Friday became known as the
“triple witching hour.” The
Commission observed that besides
contributing to investor anxiety,
heightened volatility during the
expiration periods created the
opportunity for manipulation and other
abusive trading practices in anticipation
of the liquidity constraints.8

However, the Exchange believes that
the above concerns that have led to the
transition to A.M. settlement for index
derivatives have been largely mitigated.
It believes that expiration pressure in
the underlying cash markets at the close
has been greatly reduced with the
advent of multiple primary listing and
unlisted trading privilege markets, and
that trading is now widely dispersed
among many market centers.
Additionally, the Exchange notes that
opening procedures in the 1990s were
deemed acceptable to mitigate one-sided
order flow driven by index option
expiration and that the New York Stock
Exchange and Nasdaq Stock Market,
LLC each use an automated closing
cross procedures and has a closing order
type that facilitates orderly closings.
These closing procedures on the
exchanges on which the components of
the S&P 500 Index trade are well-
equipped to mitigate imbalance pressure
at the close. In addition, after-hours
trading now provides market

18 See Securities Exchange Act Release No. 65256
(September 2, 2011), 76 FR 55569 (September 9,
2011) (SR-C2-2011-008) (order approving listing of
SPXPM options on C2); see also Securities
Exchange Act Release No. 81293 (August 2, 2017),
82 FR 151 (August 8, 2017) (SR-Phlx-2017-04) (or
approving listing of NDXPM options on Phlx).

participants with an alternative to help
offset market-on-close imbalances.19

Other exchanges currently have pilots
that permit P.M.-settled index options 20
and Weekly/EOM options.21

The proposed rule change to permit
transactions on the Exchange in P.M.-
settled XSP and Weekly/EOM options
on their last trading day between the
hours of 9:30 a.m. and 4:00 p.m. Eastern
time (as opposed to the normal trading
hours for non-expiring P.M.-settled XSP
and Weekly/EOM options, which are
from 9:30 a.m. to 4:15 p.m. Eastern time)
will prevent potential pricing
divergence that could occur between
4:00 p.m. and 4:15 p.m. on the final
trading day in expiring P.M.-settled XSP
options. Without closing expiring
contracts at 4:00 p.m., it is foreseeable
that Market-Makers would react by
widening spreads in order to
compensate for the additional risk.
Therefore, the Exchange believes that, in
order to mitigate potential investor
confusion and the potential for
increased costs to investors, it is
appropriate to cease trading in the
expiring P.M.-settled XSP and Weekly/
EOM contracts at 4:00 p.m. The
Exchange does not believe the proposed
change will impact volatility on the
underlying cash market at the close on
third Fridays. Further, the other options
exchanges close trading in certain
options on the last trading day for
certain classes.22

The Exchange has analyzed its
capacity and represents that it believes
the Exchange and OPRA have the
necessary systems capacity to handle
the additional traffic associated with the
listing of P.M.-settled options. The
Exchange believes any additional traffic
that may be generated from the
introduction of P.M.-settled options will
be manageable. The Exchange
represents that it has in place adequate
surveillance procedures to monitor
trading in these options thereby helping
to ensure the maintenance of a fair and
orderly market.

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

The Exchange does not believe that
the proposed rule change will impose
any burden on competition that is not
necessary or appropriate in furtherance

19 See id.

20 See Cboe Options Rule 24.9, Interpretation and
Policy .14; and Phlx Rule 1101A, Commentary .05.

21 See Cboe Options Rule 24.9(e); and Phlx Rule
1101A(b)(vii).

22 See Cboe Options Rule 24.6, Interpretations
and Policies .01 (options with Quarterly Index
Expirations), .03 (Cboe S&P 500 a.m./PM Basis
options), .04 (P.M.-settled SPX options with third
Friday-of-the-month expiration and P.M.-settled
XSP options), and .05 (MSCI EAFE Index options).

of the purposes of the Act. P.M.-settled
options would be available for trading
on the Exchange to all market
participants. The Exchange believes the
proposed rule change will increase the
variety of listed options to investors,
and provide valuable hedge tools to
investors. The listing of P.M.-settled
options will enhance competition by
providing investors with an additional
investment vehicle, through which
investors can gain and hedge exposure
to the stocks that compose the
applicable broad-based indexes.
Additionally, markets participants are
welcome to become Members and trade
at the Exchange if they determine this
proposed rule change has made the
Exchange more attractive or favorable.
Further, this product could offer a
competitive alternative to other existing
investment products that seek to allow
Members to gain broad market exposure.
Finally, all options exchanges are free to
compete by listing and trading index
options that are P.M.-settled. Other
exchanges currently have pilots that
permit P.M.-settled index options 23 or
Weeklys/EOMs.24

The proposed rule change to permit
transactions on the Exchange in P.M.-
settled XSP and Weekly/EOM options
on their last trading day between the
hours of 9:30 a.m. and 4:00 p.m. Eastern
time (as opposed to the normal trading
hours for non-expiring P.M.-settled XSP
and Weekly/EOM options, which are
from 9:30 a.m. to 4:15 p.m. Eastern time)
will prevent potential pricing
divergence that could occur between
4:00 p.m. and 4:15 p.m. on the final
trading day in expiring P.M.-settled XSP
and Weekly/EOM options. Without
closing expiring contracts at 4:00 p.m.,
it is foreseeable that Market-Makers
would react by widening spreads in
order to compensate for the additional
risk. Therefore, the Exchange believes
that, in order to mitigate potential
investor confusion and the potential for
increased costs to investors, it is
appropriate to cease trading in the
expiring P.M.-settled XSP and Weekly/
EOM contracts at 4:00 p.m. The
Exchange does not believe the proposed
change will impact volatility on the
underlying cash market at the close on
third Fridays. Further, the other options
exchanges close trading in certain
options on the last trading day for
certain classes.25

23 See Cboe Options Rule 24.9, Interpretation and
Policy .14 and Phlx Rule 1101A, Interpretation and
Policy .05.

24 See Cboe Options Rule 24.9(e); and Phlx Rule
1101A(b)(vii).

25 See Cboe Options Rule 24.6, Interpretations
and Policies .01 (options with Quarterly Index
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The Exchange believes that the
proposed rule change will relieve any
burden on, or otherwise promote,
competition, as the rules are
substantially the same as those of other
options exchanges, as noted above.

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

The Exchange neither solicited nor
received comments on the proposed
rule change.

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

Within 45 days of the date of
publication of this notice in the Federal
Register or within such longer period
up to 90 days (i) as the Commission may
designate if it finds such longer period
to be appropriate and publishes its
reasons for so finding or (ii) as to which
the Exchange consents, the Commission
will:

A. by order approve or disapprove
such proposed rule change, or

B. institute proceedings to determine
whether the proposed rule change
should be disapproved.

IV. Solicitation of Comments

Interested persons are invited to
submit written data, views, and
arguments concerning the foregoing,
including whether the proposed rule
change 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

e Send an email to rule-comments@
sec.gov. Please include File Number SR—
CboeEDGX~-2018-037 on the subject
line.

Paper Comments

e Send paper comments in triplicate
to Secretary, Securities and Exchange
Commission, 100 F Street NE,
Washington, DC 20549-1090.

All submissions should refer to File
Number SR-CboeEDGX-2018-037. This
file number should be included on the
subject line if email 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 website (http://www.sec.gov/

Expirations), .03 (Cboe S&P 500 a.m./PM Basis
options), .04 (P.M.-settled SPX options with third
Friday-of-the-month expiration and P.M.-settled
XSP options), and .05 (MSCI EAFE Index options).

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 website viewing and
printing in the Commission’s Public
Reference Room, 100 F Street NE,
Washington, DC 20549, on official
business days between the hours of
10:00 a.m. and 3:00 p.m. Copies of the
filing also will be available for
inspection and copying at the principal
office of the Exchange. All comments
received will be posted without change.
Persons submitting comments are
cautioned that we do not redact or edit
personal identifying information from
comment submissions. You should
submit only information that you wish
to make available publicly. All
submissions should refer to File
Number SR-CboeEDGX-2018-037, and
should be submitted on or before
November 20, 2018.

For the Commission, by the Division of
Trading and Markets, pursuant to delegated
authority.26
Eduardo A. Aleman,

Assistant Secretary.
[FR Doc. 2018-23625 Filed 10~29-18; 8:45 am]
BILLING CODE 8011-01-P

SECURITIES AND EXCHANGE
COMMISSION

Sunshine Act Meetings

TIME AND DATE: 2:00 p.m. on Thursday,
November 1, 2018.

PLACE: The meeting will be held at the
Commission’s headquarters, 100 F
Street NE, Washington, DC 20549.
STATUS: This meeting will be closed to
the public.

MATTERS TO BE CONSIDERED:
Commissioners, Counsel to the
Commissioners, the Secretary to the
Commission, and recording secretaries
will attend the closed meeting. Certain
staff members who have an interest in
the matters also may be present.

The General Counsel of the
Commission, or his designee, has
certified that, in his opinion, one or
more of the exemptions set forth in 5
U.S.C. 552b(c)(3), (5), (6), (7), (8), 9(B)
and (10) and 17 CFR 200.402(a)(3),

2617 CFR 200.30-3(a)(12).

(a)(5), (a)(6), (a)(7), (a)(8), (a)(9)(ii) and
(a)(10), permit consideration of the
scheduled matters at the closed meeting.

Commissioner Peirce, as duty officer,
voted to consider the items listed for the
closed meeting in closed session.

The subject matters of the closed
meeting will be:

Institution and settlement of
injunctive actions;

Institution and settlement of
administrative proceedings; and

Other matters relating to enforcement
proceedings.

At times, changes in Commission
priorities require alterations in the
scheduling of meeting items.

CONTACT PERSON FOR MORE INFORMATION:
For further information and to ascertain
what, if any, matters have been added,
deleted or postponed; please contact
Brent J. Fields from the Office of the
Secretary at (202) 551-5400.

Dated: October 25, 2018.
Lynn M. Powalski,
Deputy Secretary.
[FR Doc. 2018-23773 Filed 10-26-18; 11:15 am]
BILLING CODE 8011-01-P

SECURITIES AND EXCHANGE
COMMISSION

[Release No. 34-84476; File No. SR—-BX—
2018-048]

Self-Regulatory Organizations; Nasdaq
BX, Inc.; Notice of Filing and
Immediate Effectiveness of Proposed
Rule Change To Delete the Current
Rules on Arbitration

October 24, 2018.

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 October
9, 2018, Nasdaq BX, Inc. (“BX” or
“Exchange”) filed with the Securities
and Exchange Commission (“SEC” or
“Commission”’) the proposed rule
change as described in Items I, II, and
111, below, which Items have been
prepared by the Exchange. 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 Exchange proposes to delete the
current rules on arbitration (‘“‘Current
Arbitration Rules’’), under the 10000
Series (Rules 10001 through 10102), and
incorporate by reference The Nasdaq

115 U.S.C. 78s(b)(1).
217 CFR 240.19b—4.
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