used to divide the range length into three segments: the
iow rangs, the middie range and the high rangs. The low
range begins at the low end of the range length and ends
ona range interval higher. The high range begins one
range intarval below the high end of the range length and
ends at the high end of the range length. The high range
and the low range are of agual length. The middle range
is the segment of values between the end of the low
range and the baginning of the high ranga. Tha listing
options market will also set a maximum range exarcise
value and a multiplier, the product of which is the maxi-
murm cash settlement amount, This maximum cash et
tlerment amount will be payable if the level of the underly-
ing index falls anywhera in the middle range at expiration.
Within the low range, the cash sattlement amount
increases from zero to the maximum cash settfernent
amount as the level of the underlying index increases,
Within the high range, the cash sstflement amount
decreases from the maximum cash settlement amount to
zerc as the level of the underlying index continues to
increase.

EXAMPLE: Assume for a series of range index
options that the listing options market has specified a
range length from 1000 to 1100, a rangs interval of 10, a
maximum range exercisa value of 10 and a multipliar of
$100. The series therefora has a maximum cash setile-
ment amount of 51,000 {(multiplier imes the maximum
range exercize value), a low range from 1000 to 1010, a
middle range from 1010 to 1090 and a high range from
1080 to 1100. The table below summarizes the variations
in cash settlement amount based on the foregoing

assumptions:

‘inhue of he

Windarking

Enchas . Beloas 1000 B0 WOT 100H 10~ T0RE 106 WER H100 Abhowe
1000 e 1190

Cail Botmment

Amoant & . . 0 100 200 _ 600 10 B _ 290 100 O o

The last paragraph on page 12 of the Bookist is
raplaced with the following paragraph:

Although holders of American-style options (other
than delayed start options for which the exercise price
has not yet been set) have the right to exercise at any
time before expiration, holders frequently elect to realize
their profits or losses by making closing transactions
because the transaction costs of the closing transactions
may be lower than the transaction costs associated with
exercises, and because closing transactions may pro-
vide an opportunity for an option holder to realize the
remaining ime value [described below) of the option that
would be lost in an exercise. The holder's only means of

127

CONFIDENTIAL - PURSUANT TODREBDRYCFIGEG12
P. B(e)
CONFIDENTIAL SDNY_GM_00244796

EFTA01393167



