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Annual retund announced, clearing tees
remain low

OCC announced this past December that it will maintain its discounted clearing
fee schedule implemented in July 2005. OCC's Board of Directors also approved a
full refund of 2005 earnings because of the record contract volume experienced
throughout the year. The refund will take place in two disbursements: $20 million
delivered in December, with an additional $29,648,466 to be disbursed later in 2006.

Effective July 1, 2005, OCC reduced the base discounted fee from seven cents to
five cents per contract. The discount is most notable for trades between one and
500 contracts, which account for approximately 75 percent of the contracts cleared
by OCC. Trades between 501 to 1,000 and 1,001 to 2,000 contracts remain at a per
contract fee of four cents and three cents, respectively, while trades above 2,000
contracts are charged a flat fee of $55.The average contract fee remains at an all-
time low, with the current average contract fee about half of what it was two years
ago.

OCC continues to implement methods and procedures that aggressively control
costs, while providing member firms and participant exchanges with the expected
high levels of quality, responsiveness, and safe clearing systems.




Roundtable proposed
mcreased threshold reductions

As a result of increased volume and open positions, as well as
great success with the exercise by exception threshold reduction
for equity options implemented in September, 2004, OCC's
Operations Roundtable proposed to OCC's Board in March to
further reduce threshold amounts to five cents for clearing mem-
ber customer, firm and market maker accounts.

"Reduced thresholds result in reduced operational risk and
improved back office processing for our member firms," said Dave
Harrison, director of member services.

OCC first reduced thresholds for equity options going from 75
cents to 25 cents in a clearing member's customer account, and
from 25 cents to 15 cents for firm and market maker accounts.

OCC automatically exercises options that are in-the-money at
expiration by more than the specified threshold amount unless the
clearing member carrying the position instructs OCC otherwise.
The lower thresholds allow for an increased number of contracts
to be automatically exercised, saving time by reducing processing
timeframes and staff overtime associated with expiration Saturday.

Annual survey gauges member

satisfaction with OCC

Options 1 the news

Barron's - Jan. 2, 2006

B "Options - The Striking Price: Volume
Booms in 2005," reviewed the record year in
2005, using data provided by OCC. The article
noted that exchange-traded funds (ETFs) were
the big standout, with five ETFs making the
2005 list of the 20 most popular options. Also
highlighted were 2005's four busiest equity
options—-Google (GOOG), Altria (MO), Apple
Computer (AAPL) and General Motors (GM).

Business Week - Nov. 28, 2005

B Reporter Adrienne Carter documented
her experience taking a two-day introductory
course on trading options in the article, "The
Agony of Options." Carter was humbled by
the course, likening trading options to "“learn-
ing to speak a foreign language." Before she
would feel confident trading options in the real
world, Carter said she would need further
preparation and education, such as repeating
the course, reading materials on the subject,
and practicing online using virtual trading pro-
grams. The article mentioned The Options
Industry Council (OIC).

Kiplinger's Personal Finance - October 2005
B "How to Win in Any Kind of Market,"
addressed how to use options in conservative
ways to meet individual goals. The article dis-
cussed options basics and demonstrated how
options allow investors to get "more bang for
your buck." A variety of simple, conservative
strategies were demonstrated using realistic
examples, including the story of how an
investor used options to rebuild her retire-
ment after her employer defaulted on its pen-
sion. The article cited OIC and the
888options.com Web site as a resource.




Do you think that the FSSCC and FS-ISAC will consolidate?

Management Vice Chairman
George Hender

You have leadership roles with several international organiza-
You are active in a number of industry groups. How has your tions. What are your thoughts on the future of clearing and
involvement helped your role at OCC and vice versa? global consolidation?

What business areas of OCC are you responsible for?




Explain your involvement in OCC's strategic planning and business development.

What is the current focus of OIC?

How do you reflect on your career at OCC?




January and February 2006 kicked
off the year by setting a number of
records, including a new monthly vol-
ume record of 178,192,636 contracts
traded in January. January volume
represented a 51.7 percent increase
over the 117,452,308 options con-
tracts traded in January 2005, while
volume in February rose 34.5 percent
over the same period last year.

Another highlight was back-to-
back record trading days on Jan. 19
and 20, with 11,523,913 contracts
and 14,888,644 contracts traded,
respectively. These two days now
hold the top one and three spots of
the top 10 highest total options vol-
ume days. January holds four of the
top 10 spots, overall. February con-
tinued the trend of high volume, and
concluded the month as the fourth
best month ever for trading volume,
after January 2006, November 2005
and October 2005.

Additionally, average daily volume
in January was 8,909,632 contracts,
and open interest reached an all-time
high on Jan. 20 of 220,641,740 con-
tracts.

"OCC's ability to efficiently
process more than 300 million con-
tracts over the course of the two
months, with a huge surge over expi-
ration week in January, is a testament
to our core processing system,
ENCORE, and the diligence of our
employees," said Mike Cahill, OCC
president and chief operating officer.
"Our commitment to ongoing tuning
efforts has allowed OCC to meet the
demands of a near doubling of our
daily volume record in the past two
years."

These impressive accomplishments
come after a record 2005 when year-
end total options volume surpassed
1.5 billion contracts.

Annual objectives include enhanced
services for futures clearing

Symbology project
mitiative moves

forward

OCC's Board of Directors initiated
a symbology project last July to elimi-
nate OPRA codes in the listed options
market. Since then, a committee of
industry operations professionals has
reached consensus on standard data
elements to be used to identify listed
options. OPRA decided to continue to
use a single alphabetical character to
denote the expiration month and
call/put indicator on inbound and out-
bound quote traffic. However, all ven-
dors, options exchanges, exchange
members, OCC, OCC members and
related parties will be asked to elimi-
nate the use of OPRA codes for
exchange-listed options in all other
aspects of the trading and clearance
cycle. Strike prices will be represented
in decimal formats once the symbology
plan is implemented.

Planning for implementation is
underway. The Securities Industry
Association's (SIA) options conference
in May is being targeted as a venue to
introduce the initiative to industry par-
ticipants. The exchanges are developing
detailed tools for analysis.

Due to recent growth within the futures markets, part of OCC's 2006 corporate ] AR

- _ _ _ - ) Benefits of the initiative include
objectives includes enhancing services to support futures clearing. This is a direct . .

elimination of confusion over the

LEAPS® rollover process and wrap
symbols, reduced corporate action
symbol(s) conversions, reduced fre-
quency of coordination with the New
York Stock Exchange for symbol elec-
tions, and decreased back office errors

and trading errors.

response to input from futures commission merchants to bring ease and connectivity to
clearing. OCC is seeking to enhance its futures clearing infrastructure by addressing deliv-
ery allocations, futures-style adjustments, trade management services and the GAINS sys-

tem (give-up transaction billing).

Phase | of the initiative is complete, with OCC implementing allocations and futures-
style give-up functionality on ENCORE, our web-based online system. Processing via
FIXML is expected to be available mid-year. The trade management portion of the initia-
tive will add customer type indicator (CTI) and origin codes to records that identify what
account the order and/or trade is for, and allow members to update non-critical informa-
tion on a futures trade. Futures-style position adjustments will allow firms to give ending
position amounts consistent with the practice of other futures clearing organizations.
Additionally, OCC will strive to deliver GAINS-style commission billing via an existing
application interface.




Save the date for annual Options Industry Conference

I

== Loews Miami Beach in Miami Beach, Fla. For details or registra-

TWENTY-FOURTH ANMUAL

OPTIONS INDUSTRY

C O N F E R E N € E

Planning for the 2006 annual Options Industry Conference
is underway with the Philadelphia Stock Exchange serving as

this year's host exchange.The event will take place May 3 - 6 at

tion, visit www.optionsindustryconference.com.

OCC's Mentor Program is in its ninth year, matching
employees with management mentors to promote lead-
ership development within the organization.

Human Resources Vice President Carol Letofsky
developed the program, modeling it after programs
she'd seen in other organizations. Senior management
recognized the program's potential to increase reten-
tion and spur leadership development.

Human Resources matches pairs based on the
mentee's career goals, often trying to mix business and
technical individuals within the organization. "It's a great
opportunity to learn about the other side of the busi-
ness and their challenges," said Letofsky. "For those
with a technical background, it's an opportunity to
practice skills not common to their everyday role. For
the business side, it gives a better understanding and
appreciation of critical needs and what comprises
OCC's IT systems."
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Employee program encourages leadership development

Eleven to fifteen mentor-mentee pairs participate
each year, with the program taking place from January
to November. Each pair gives a presentation on topics
such as teamwork, leadership, communication skills,
industry and business topics and work-life balance. The
program allows mentors to develop newer employees
on speaking skills, organization and impromptu team-
work.

OCC employees interested in being a mentee com-
plete applications based on their needs and career
goals. More than 80 percent of OCC's officers and
directors have served as mentors, many serving repeat-
edly. Many executives have served as well.

Another benefit of the program is networking for
employees who wouldn't normally have an opportunity
to interact. "We've seen a lot of lasting friendships and
relationships develop," said Letofsky.




