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D. With respect to each joint account trading in options
of which any participant is a registered brokér-—dealer, carried
by a clearing memper identified in Item I.B., identify all participants
in the account (including their SEC file number, if registered as
a broker-dealer) and, to the extent known, any other account in
which such participants maintain an interest, whether with that
clearing member, another member of your organization or otherwise.

II. Pinancial Responsibility Monitoring

Provide sample copies of all reports that your organization
receives to monitor the financial condition of the OCC members for
which your organization is the designated examining authority pursuant
to 17 CFR 240.178-1 which clear and finance the accounts of options
specialist-market makers and/or registered option traders or brokers,
and state the authority pursuant to which such reports are required
to be filed and the frequency of such reports. If any such designated
OCC clearing members are exempt from such reporting requirements, are
subject to a more freguent reporting cycle, or are subject to closer
than normal surveillance, state the firm and the reason.

III. Unmatched Trades

A. Describe whether, in computing their compliance with the
provisions of 17 CFR 240.15c3-1(a)(6) and 17 CFR 240.15c3~1(c)(2)(x),
OCC members which carry broker-dealer accounts in the market maker
origin with the OCC, included in I.B., determine their requirements
pursuant to the above sections on the basis of trades entered into
the clearance system by such specialist-market makers and registered
traders or on the basis of trades which have been matched by the
second pass on the-day on which the trade was executed.

B. If the clearing firms requirements are determined
by trades entered, provide a description of each clearing
member's procedures for adjusting an account for trades that
remain unmatched by the final pass. BAdditionally, if such adjust-
ments would have increased the clearing firm's charges to net
worth or a specialist-market maker's or registered trader‘s equity
requirement, as of the day on which the trade was entered, what
is the clearing member's procedure or policy for reflecting such
additional deduction in its net capital coamputation and for obtaining
such additional deposits.

C. Provide a list of your organization's rules, and a
summary of each that govern the above procedures.
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IV. Special Studies

Provide a copy or describe the results of any special study
or surveillance program undertaken by your organization with regard
to the impact, both overational or financial, of the April 14-21,
1978 volume and price increases.  If you have initiated such a study
or program which has not been completed, please provide a description
of your undertaking and its anticipated campletion date.
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Juse 7, 197s

iifr. BSruce J. Sinpscn

Executive Vice bresident .
Chicajo iéoard Octions Lxcaanosz, Inc.
Lasalle zt Jackson ’

Cnicago, fllinois 63604

Dear Mr. Simoscn: -

In order to conduct its investigetion and study of thz opticns
markets, it is necessary that tae 3necial Stuwy of the Osticns markets
(~Uotions sStudy”) roauest that you cotain LIor your reccras tn
financial Jata and ctner iniorration describec in the sttachment
to this letter r2lating to your merners wilcn are also rwravers of
the Cptions Clearing Corvoraticn (~ClCT) or wnicn coencduct a business
solely or orimsrily in standarulzed options and utilize tie faciiitiss
of a clearing iremder._ L1/

vile we undarstend that, in certain instences, part of the
inforzmaticn wnich we are now requesting may have oceen sucmitted
previously to other divisions or cofiices of tae Conmission, we
wala acnreciate it if you would svanit gunlicete copies oF such
documents to es in crder to assure the completeness of the Sotions
Study's own working files. In acdition, if£ sucit crevicus suumnissions
are not currently zccurcte, nlease amend or update wen and continuc
to infcrm tae Options Stuay stafi when furtiher charges, if any,
are mzde in tae Srocevures and nraciices descriced in your swaissicons.
If materials recuested by this letter have oeen crevicusly suimicteu
to the Jctions Study, in a fore suostantially es tnat recusstea hsreoy,
it i3 not necessary to resutmit such materials., dowever, pledse statz
the transmittal date and the & “e23ee OL sucn nrior suimissions.

we avoreciate that this request may seak detailed information
vhich may take time and significant eifort on the fgart o your stafl
to cazpile. dHowevar, tne Options Study snares the desire of the

_1/ The sutnority for this reocuest is granted to the Cowmissicn
nursuant to Szctions 17 ang 21 of the securities sxenange act of
1434, Tthe Comiusion is soliciting tuis inforizaticn to alc in:
{l) the enforcerent of tae sccurities frcaengs Act and the cules
and rejulations tnereunder; (z) the possiole oucstion of rules
and re-rulations uneor tne Sseurities sxchante Acty and (3) the
estanlicazent ot on intormaticn LDase LroT Walch ta2 Comaission
%Gy reccanend furtacr legisletioR cenccrning eatuers to wnica
the Jecurities nxcoangye Act rolatas.
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dr. 3ruce J. Simgson
rage fwo

various selr-regulaters that the activities of tie Ooticns Study te
caaletcu in a thorough and timely fasaion. Acccrdingly, wnile we
have reouested taat the Gata and informaticon reguestad in tne enclosen
attacanent te suooliea oy July 7, 1473, this sharsd odjective would
be facilitated ii constituent elo.,znts of tie attachacnt are pronptly
crwarced to the Opticns Study betcre that ceedline. Snoula there

b2 cuestions regarding this reguest, pleass call the unuersignea

at (202) 75512335,

Your cooperation is erpreciated.

Sincerely,

Robert L. Saith
financial fesronsicility and
Credit Scecialist

Enclosures ) .
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Chicago Board Optioms Exchange

-

Attachment to letter to
Dated June 7, 1978

Please submit the following information to: Special Study
of the Options Markets, Attn: Robert L. Smith, Securities and

Exchange Cammission, 500 North Capitol Street, Washington, D.C.
20549.

In addition, we request that you respond according to the
format and on the forms provided, clearly identifying in each
case the particular outline item to which your answer is addressed.
Please type or stamp the name of your exchange and the transmittal
date of your sutmission on each document submitted in response
to this request.

Please submit your response in duplicate (excluding Forms A
and B).

I. Membership Information

A. Provide a list and the SEC file number, current as
of March 31, 1978, of all members of your organization, which were
also members of the Options Clearing Corporation, and specify
for each such member its designated examining authority pursuant
to 17 CFR 240.17d-1.

B. For each person or organization identified in Item I.A.
above for which your organization is the designated examining authority
pursuant to 17 CFR 240.17d-1, complete Form A.

C. Provide, by clearing member, a list, current as of
March 31, 1978, of all persons or organizations registered as
broker~dealers for which each of those clearing members identified
in Item I.B. above clears options transactions, distinguishing
between those broker—dealers carried in the specialist-market
maker origin with the OCC from those carried in the customer origin.
For each such carried broker—dealer which is carried in the specialist=-
market maker origin with OCC, state all its affiliations with
self-regulatory organizations and the capacities in which it
is registered to act with such self-regulatory organlzatlons
including your organization.
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D. With respect to each joint account trading in options
of which any participant is a registered broker-dealer, carried
by a clearing member identified in Item I.B., identify all participants
in the account (including their SEC file number, if registered as
a broker-dealer) and, to the extent known, any other account in
which such participants maintain an interest, whether with that
clearing member, another member of your organization or otherwise.

E. Provide a list, current as of March 31, 1978,0f all persons
or organizations registered as brokers or dealers which conduct a
a business in options on the floor of your exchange noting the
capacity in which such persons or organizations act (e.g., specialist,
market maker, registered option trader, floor broker, independent
board broker, etc.) and whether such persons or organizations lease or
own their memberships. For each person or organization acting in a
dealer capacity on your options exchange and whose account was or
is carried by an OCC member pursuant to 17- CFR 240.15c3-1(a)(6) or
(c)(2)(x) on, or after, December 31, 1975, please complete Form B.

F. Provide the total aggregate equity, total deductions
required by 17 CFR 240.15¢c3-1 and total net equity for all specialist-
market makers in options and registered options traders registered
to do business on your exchange floor as of December 31, 1975,
January 15, and 30, 1976, the end of each calendar quarter of 1976
and 1977, the end of the first calendar quarter of 1978 and for
each of the trading days of april 12-14, 17-21 and 24, 1978.

G. Provide a list of all option specialist-market makers,
registered option traders, floor or board brokers and order book
officials which, since the inception of your standardized options
program, have withdrawn their registration as such, and, to the
extent your files so reflect, provide a brief summary of the

circumstances.

II. Financial Responsibility Monitoring

A. Provide sample copies of all reports that your organization
receives to monitor the financial condition of the OCC members for
which your organization is the designated examining authority pursuant
to 17 CFR 240.173-1 which clear and finance the accounts of options
specialist-market makers and/or registered option traders or brokers,
and state the authority pursuant to which such reports are required
to be filed and the frequency of such reports. If any such designated
OCC clearing members are exempt from such reporting requirements, are
subject to a more frequent reporting cycle, or are subject to closer
than normal surveillance,.state the firm and the reason.
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B. Provide sample copies of all reports that your
organization receives to monitor the financial condition of option
specialist-market makers, registered option traders, option floor
brokers, board brokers or order book officials registered to act
in such capacity on your exchange. Note the authority pursuant to
which such reports are required to be filed, who files the report
and the frequency of such reports. If any such floor participants
are exempt from any reporting requirements generally applicable
to floor participants operating in 2 similiar manner or are subject
to a more frequent reporting cycle than generally required, state
the person or firm and the reason.

III. Exchange Revenues

A. Provide, from the inception of standardized options
trading on your exchange, the schedule of all fees ana dues
levied by the exchange its affiliations or subsidiaries applicable
to options business. Note each change in any item of such schedule
and the date of such revision. Also state the total amount received
or receivable for each item in such schedule, for each calendar
year in which your exchange has had a standardized options trading
program and for the first calendar quarter of 1978.

B. Provide, from the inception of standardized options
trading on your exchange, for each calendar year, the total expenses
and revenues applicable to such optlons trading. Break down revenues
by fees, options memberships, provision of communications devices
and sale of market information.

C. Provide for the periods noted in B. above option
related revenue as a percentage of total revenue and net option income
as a percentage of total net income.

IV. Unmatched Trades

A. Provide from the inception of standardized options trading
on your exchange, on a monthly basis, the following average daily
trade comparison system statistics:

1. The total number of (1) contracts, and (2) 31des,
entered for comparison;

2. The total number of (1) contracts, and (2) s"ides,
which remained unmatched after the second trade matching
pass; °
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3. If the final trade matching pass occurs
subsequent to the second trade matching pass, the total
number of (1) contracts, and (2) sides, which remained
unmatched after the final trade matching pass;

4. The total number of (1) contracts, and (2) sides,
which are matched in a matching cycle subseqguent to the

final matching pass for the particular days transactions;
and

5. The percentage relationships the statistics
provided under 2, 3, and 4, bear to 1.

Also, provide an explanation of the procedures followed to
match trades that remained unmatched after the second trade matching
pass, and separately, for the final trade matching pass. In addition,
provide separately, the most common reasons why these trades remained
unmatched after the second trade matching pass and the final trade
matching pass. In connection with these explanations describe any
studies that may have been conducted in this regard and any conclusions
that might be drawn therefrom.

B. Describe whether, in computing their compliance with the
provisions of 17 CFR 240.15¢3-1(a)(6) and 17 CFR 240.15c3-1(c)(2)(x).,
OCC members which carry broker-dealer accounts in the market maker
origin with the OCC, included in I.B., determine their requirements
pursuant to the above sections on the basis of trades entered into
the clearance system by such specialist-market makers and registered
traders or on the basis of trades which have been matched by the
second pass on the cay on which the trade was executed.

C. 1If the clearing firms requirements are determined
by ‘trades entered, provide a description of each clearing
member 's procedures for adjusting an account for trades that
remain unmatched by the final pass. Additionally, if such adjust-
ments would have increased the clearing firm's charges to net
worth or a specialist-market maker's or registered trader's equity
requirement, as of the day on which the trade was entered, what
is the clearing member's procedure or policy for reflecting such
additional deduction in its net capital computation and for obtaining
such additional deposits.

D. Provide a list of your organization's rules, and a
summary of each that govern the above procedures. °
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V. Commencement of Trading

Provide the date that actual trading commenced in each option
class which has been approved for trading on your exchange. Provide
the date on which an option class trading on your exchange was withdrawn
from trading, and briefly describe the reasons why.

VI. Special Studies

Provide a copy or describe the results of any special study
or surveillance program undertaken by your organization with regard
to the impact, both operational or financial, of the April 14-21,
1978 volume and price increases. If you have initiated such a study
or program which has not been completed, please provide a description
of your undertaking and its anticipated completion date.
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June 7, 1973

Mr. Xennetn I. Rkesendblum .
Senicr vice President &
Genarzl Counsal
Ndwest LtocK txcaane, Inc.
129 Scuth Lasalle s5traoszt
Chlczgo, Illinois 6ubuU3

Desr ir. rosenblumg

In crder to conzuct its investigaticn and study of tne ontions
saarkets, it 13 necessary that the Specizi Study of tihe Joticns Markets
{~Cotions study”) recuest thot you odbtain £ron your records the
finencial data and otner irforiration descrized in tne ettacument
to this lstter releting to vour rombers wolcn are alzo merwers of
the Ovticns Clearini Cocworaticn (~OCC-) or winich ccrauct a business
solely or w~xigarily in standerdized otticns and utilize the facilitiss
of a clearing gemter._i/

#nile we understand that, in certain instances, pect of the
infermation whica ve are now recussting may nave been sucitted
previously to cthor divisions or orxfices of t{he Coiwission, we
would avoreciate it if you would submit guolicate conies orf suca
docuents to us in order to assure the ccmpleteness ¢f tae (prions
Stuay's cwn working tiles. 1In addition, if suca orevicus surmissions
are nct currently accurate, nlezse amend or update them and continue
to infcrm the Opticns Study starf when further changes, if any,
are maoe In the crocedures amd practices cescriced in your subnissions.
If materials reguested by this letter have ozen previously suctitted
to the Goticns study, in a fora Sucstantially as toat reguested hereoy,
it is not necessary to resubxait sucn caterials. Howsver, please state
the transsittal date and the akireszee of such prior sunrissions.

wWe apcreciate that this recuast may ssek detailed information
which way take tice and significent effort on the psrt of your staif
to corpile. However, tne Opticns Study shares the cesire of the

_1/ The authoritvy for this request is granted to tiic Cormission
pursuvant to sections 17 ana ‘21.0f the securitics Lxcnange Act of
1934. The Commission is scliciting this informaticn to aid ing
(1) the enforcement of tne Securitics ixconange Act and the ruies
and rejqulations thereender; (Z) the oceszible edention of rulea
and requlations urer the securities JSxcnange Acty anc (3) toe
estaplisnment oL an information oase frox wnich tae Comiisaicn
my recamend iurtaer legislation concerning matters te whicn
the securitiea rzcaange Act relates,
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4r. Kenn2th I. Hosenclus
rage ivwo

various szlf-requlcators thet the activities of tne Cptions study be
carpleted in a tnorcugh end tinmelv fashion. Accerdinsly, while we -
have rocquested taat toe cata enc infeorwation requested in the enclosed
attacanent ce suonliss by July 7, 1373, ¢nis sn2red cpjective would
ba Eacilitated 1f constituent elements of tie attocnxent sre proastly
forwardmi to the Ontions 3tacy cefore tnat Geadlire. saocula there

be cuestions regaroing this reguest, please call tne unucrsignea

at {(2u2) 755-1285.

Your cooperation is appreciated.

Sincerely,

Robert L. 3aith
Financial kesponsibility and
Credit Spzcialist

Enclosures
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Midwest Stock Exchange -

Attachment to lettér to
Dated June 7, 1978

x 3

Please submit the following information to: Special Study
of the Options Markets, Attn: Robert L. Smith, Securities and
Exchange Commission, 500 North Capitol Street, Washington, D.C.
20549.

In addition, we request that you respond according to the
format and on the forms provided, clearly identifying in each
case the particular outline item to which your answer is addressed.
Please type or stamp the name of your exchange and the transmittal
date of your submission on each document submitted in response
to this request.

Please submit your response in duplicate (excluding Forms A
and B).

I. Membership Information

A. Provide a list and the SEC file number, current as
of March 31, 1978, of all members of your organization, which were
also members of the Options Clearing Corporation, and specify
for each such member its designated examining authority pursuant
to 17 CFR 240.17d-1.

B. For each person 40: organization identified in Item I.A.
above for which your organization is the designated examining authority
pursuant to 17 CFR 240.17d-1, complete Form A.

C. 'Provide, by clearing member, a list, current as of
March 31, 1978, of all persons or organizations registered as
broker-dealers for which each of those clearing members identified
in Item I.B. above clears options transactions, distinguishing
between those broker-dealers carried in the specialist-market
maker origin with the OCC from those carried in the customer origin.
For each such carried broker—dealer which is carried in the specialist-
market maker origin with OCC, state all its affiliations with
self-regulatory organizations and the capacities in which it
is registered to act with such self-regulatory organizations
including your organization.
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D. With respect to each Jomt account trading in options
of which any participant is a reglstered broker-dealer, carried
by a clearing member identified in Item I.B., identify all participants
in the account (including their SEC file number, if reglstered as
a broker-dealer) and, to the extent known, any other account in
which such participants maintain an interest, whether with that
clearing member, another member of your organization or otherwise.

E. Provide a list, current as of March 31, 1978,0f all persons
or organizations registered as brokers or dealers which conduct a
a business in options on the floor of your exchange noting the
capacity in which such persons or organizations act (e.g., specialist,
market maker, registered option trader, floor broker, independent
board broker, etc.) and whether such persons or organizations lease or
own their memberships. For each person or organization acting in a
dealer capacity on your options exchange and whose account was or
is carried by an OCC member pursuant to 17 CFR 240.15c¢3-1(a)(6) or
(c)(2)(x) on, or after, December 31, 1975, please complete Form B.

F. Provide the total aggregate equity, total deductions
required by 17 CFR 240.15c3~1 and total net equity for all specialist-
market makers in options and registered options traders registered
to do business on your exchange floor as of December 31, 1975,
January 15, and 30, 1976, the end of each calendar quarter of 1976
and 1977, the end of the first calendar quarter of 1978 and for
each of the trading days of April 12-14, 17-21 and 24, 1978.

G. Provide a list of all option specialist-market makers,
registered option traders, floor or board brokers and order book
officials which, since the inception of your standardized options
program, have withdrawn their registration as such, and, to the
extent your files so reflect, provide a brief summary of the
ciramstances.

II. Financial Responsibility Monitoring

A. Provide sample copies of all reports that your organization
receives to monitor the financial condition of the OCC members for
which your organization is the designated examining authority pursuant
to 17 CFR 240.17d-1 which clear and finance the accounts of options
specialist-market makers and/or registered option traders or brokers,
and state the authority pursuant to which such reports ‘are required
to be filed and the frequency of such reports. If any'such designated
OCC clearing members are exempt from such reporting requirements, are
subject to a more frequent reporting cycle, or are subject to closer
than normal surveillance, state the firm and the reason.
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- —— den

B. Provide sample coples of all reports that your.
organization receives to monitor the financial condition of option
specialist-market makers, registered option traders, option floor
brokers, board brokers or order book officials registered to act
in such capacity on your exchange. Note the authority pursuant to
which such reports are required to be filed, who files the report
and the frequency of such reports.. If any such floor participants
are exempt from any reporting requirements generally applicable
to floor participants operating in a similiar manner or are subject
to a more frequent reporting cycle than generally required, state
the person or firm and the reason.

III. Exchange Revenues

A. Provide, from the inception of standardized options
tradmg on your exchange, the schedule of all fees and dues
levied by the exchange its affiliations or subsidiaries applicable
to options business. Note each change in any item of such schedule
and the date of such revision. Also state the total amount received
or receivable for each item in such schedule, for each calendar
year in which your exchange has had a standardized options trading
program and for the first calendar quarter of 1978.

B. Provide, from the inception of standardized options
trading on your exchange, for each calendar year, the total expenses
and revenues applicable to such options trading. Break down revenues
by fees, options memberships, provision of communications devices
and sale of market information.

C. Provide for the periods noted in B. above option
related revenue as a percentage of total revenue and net option income
as a percentage of total net income.

IV. Unmatched Trades

A. Provide from the inception of standardized options trading
on your exchange, on a monthly basis, the following average daily
trade comparison system statistics:

1. The total number of (1) contracts, and 4(2) sides,
entered for comparison;

2. The total number of (1) contracts, and (2) sides,
which remained unmatched after the second trade matching

pass;

e o ear £

]
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— 3. If the final trade matching pass occurs
<~ subsequent to the second trade matching .pass, the total
= ‘mumber of (1) contracts, and (2) sides, which remained
unmatched after the final trade matching pass;

——— 4. The total number of (1) contracts, and (2) sides,
which are matched in a matching cycle subsequent to the

final matching pass for the particular days transactions;
and -

5. The percentage relationships the statistics
provided under 2, 3, and 4, bear to 1.
Also, provide an explanation of the procedures followed to
match trades that remained unmatched after the second trade matching
pass, and separately, for the final trade matching pass. In addition,
provide separately, the most common reasons why these trades remained
unmatched after the second trade matching pass and the final trade
matching pass. In connection with these explanations describe any
studies that may have been conducted in this regard and any conclusions
that might be drawn therefrom.

B. Describe whether, in computing their compliance with the
provisions of 17 CFR 240.15¢3-1(a)(6) and 17 CFR 240.15c3~1(c)(2)(x),
OCC members which carry broker-dealer accounts in the market maker
origin with the OCC, included in I.B., determine their requirements
pursuant to the above sections on the basis of trades entered into
the clearance system by such specialist-market makers and registered
traders or on the basis of trades which have been matched by the
second pass on the day on which the trade was executed.

C. If the clearing firms requirements are determined
by trades entered,. provide a description of each clearing
member ‘s procedures for adjusting an account for trades that
remain unmatched by the final pass. Additionally, if such adjust-
ments would have increased the clearing firm's charges to net
worth or a specialist-market maker's or registered trader‘'s equity
requirement, as of the day on which the trade was entered, what
is the clearing member's procedure or policy for reflecting such
additional deduction in its net capital computation and for obtaining
such additional deposits.

D. Provide a list of your organization's rules, and a.
sumuary of each that govern the above procedures.
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V. Commencement of Trading

Provide the date that actual trading commenced in each option
class which has been approved for trading on your exchange. Provide
the date on which an option class trading on your exchange was withdrawn
from trading, and briefly describe the reasons why.

VI. Special Studies

Provide a copy or describe the results of any special study
or surveillance program undertaken by your organization with regard
to the impact, both operational or financial, of the April 14-21,
1978 volume and price increases. If you have initiated such a study
or program which has not been completed, please provide a description
of your undertaking and its anticipated completion date.
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June 7, 1973

Mr. John T. wall

Senior vice President .

Camplicnce Givisicn

National Association of Securities
Dealers, Inc.

1735 K Street, N.W.

washingteon, D.C.

Dear Hr. wall:

In order to conduct its investigation and study of the options
markets, it is necessary that tne Special otudy of the Cptions .arkets
(“Octicns 3tudy”) recuest taat you cit2in fres your recoras the
financial dzta and otaer inforication describeu in the attachment
to this letter relating to your mawpers whicn are also members of
the Ooticns Clearing Corrporation (“CLC~} or wiilcn conduct a pusiness
solely ot primarily in stendaraized options and utilize tne facilities
of a clearing member. 1/

#ile we understand that, in certain instances, part of the
informaticn whicn we are now recuesting may nave pesn suomitted
previously to other civisions or offices cf the Conmissicn, we
would aporeciate it if you would sntxait duolicate copies of such
docunents tc us in oraer to assure the coumpletensss of tne Options
Study’'s own working files. In addition, ir such previous sutmissions
are not currently eccurate, vlease amend or uniate them ana continue
te inform the Options Swiay staif when furtasr changes, ir any,
are made in the procedures and practices cescrived in yveur sumnissicns.,
If materials requesteda oy tais letter have Seen previously summiktted
to the QJutions Study, in a form suostentially 28 thet resuested hsrecy,
it i3 not necessary to resuimlt sucn materials. iHowever, pleasa stace
the transmittal date and the acuressee ¢f such pricr suxaissions.

we appreclate that thls request may seek detalled information
which may teke time and significant effort on the part of your stefl’
to complle. rHowever, the Qptions Study shares the desire of the

_1/ The authority for this request is granted to the Cumission
wirsuant to Sectionsg 17 and 21 of the Sccurities .xchange Act of
1934, Tne Cermission iz soliciting tnis infornation to aid in:
{1) the enforcoient of the securitics Lxchange Act and the tules
and requlations taereunuser; (2) tae possiole acovtion of rules
and reaulations unuer tue sscurities Sxenange Act; and (3} the
estaclisnoent of an inrcrration cuse Lrom wnich tne Comuizsion
may recornd ruriner leqisiztion concerning mattocs to wnicn
the securities wxcnanga Act relates.



732

Mr. Johin T. hall
Paje Two

various self-regulators that the activities of tine Ogtions study be
corpleted in a taorcuin and tisely fasnion, Aaccordinilv, waile we
have reauested taat the Gata 2nd information rocuestea in the encloscu
attachment e sumnlied oy July 7, 1979, tals sastea cojective would
be facilitat=d if ccastituent elements of the attachment are promocly
forwarced to the Jstions Study pzicre tagt deaclinme. 3nculo tere

be questions regarcding this recuest, olease call the uncersigned

at (202) 753-1235.

Your cooperation is appreciated.

Sincerely,

Robert L. Smith
financial Resronsibility and
Credit Specialist

Enclosures
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. National Association qf )} . {:)

Securities Dealers

Attachment to letter
pated June 7, 1978

Please submit the following information to: Special Study
of the Options Markets, Attn: Robert L. Smith, Securities and
Exchange Commission, S00 North Capitol Street, wWashington, D.C.
20549.

In addition, we request that you respond according to the
format and on the forms provided, clearly identifying in each
case the particular outline item to which your answer is addressed.
Please type or stamp the name of your exchange and the transmittal
date of your submission on each document submitted in response
to this request.

Please sutmit your response in duplicate (excluding Forms A
and B).

1

I. Membership Information

A. Provide a list and the SEC file number, current as
of March 31, 1978, of all members of your organization, which were
also members of the Options Clearing Corporation, and specify
for each such member its designated examining authority pursuant
to 17 CFR 240.17d-1.

B. For each person or organization identified in Item I.A.
above for which your organization is the designated examining authority
pursuant to 17 CFR 240.17d-1, complete Form A.

C.  Provide, by clearing member, a list, current as of
March 31, 1978, of all persons or organizations registered as
broker—dealers for which each of those clearing members identified
in ITtem I.B. above clears options transactions, distinguishing
between those broker—dealers carried in the specialist-market
maker origin with the OCC from those carried in the customer origin.
For each sucn carried broker—dealer which is carried in the specialist~
market maker origin with OCC, state all its affiliations with
self-regulatory organizations and the capacities in which it
is registered to act with such self-regulatory organizations
including your organization.
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D. With respect to each joiﬁt account trading in options
of which any participant is a registered broker—dealer, carried

by a clearing member identified in Item I.B., identify all participants

in the account (including their SEC file number, if registered as
a broker—dealer) and, to the extent known, any other account in
which such participants maintain an interest, whether with that
clearing member, another member of your organization or otherwise.

II. Financial Responsibility Monitoring

Provide sample copies of all reports that your organization
receives to monitor the financial condition of the OCC members for
which your organization is the designated examining authority pursuant
to 17 CFR 240.17d-1 which clear and finance the accounts of options
specialist-market makers and/or registered option traders or brokers,
and state the authority pursuant to which such reports are required
to be-filed and the frequency of such reports. If anv such designated
OCC clearing members are exémpt from such reporting requirements, are
subject to a more frequent reporting cycle, or are subject to closer
than normal surveillance, state the firm and the reason.

ITII. Unmatched Trades

A. Describe whether, in computing their compliance with the
provisions of 17 CFR 240.15c¢3-1(a)(6) and 17 CFR 240.15c3~1(c)(2)(x),
OCC members which carry broker—dealer accounts in the market maker
origin with the OCC, included in I.B., determine their requirements
pursuant to the above sections on the basis of trades entered into
the clearance system by such specialist-market makers and registered
traders or on the basis of trades which have been matched by the
second pass on the day on which the trade was executed.

B. If the clearing firms requirements are determined
by trades entered, provide a description of each clearing
member *'s procedures for adjusting an account for trades that
remain unmatched by the final pass. Additionally, if such adjust-
ments would have increased the clearing firm's charges to net
worth Or a specialist-market maker‘s or registered trader‘'s equity
requirement, as of the day on which the trade was entered, what
is the clearing member'‘'s procedure or policy for reflecting such
additional deduction in its net capital computation and for obtaining
such additional deposits.

C. Provide a list of your organization's rules, and a
summary of each that govern the above procedures.
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IV. Special Studies

Provide a copy or describe the results of any special study
or surveillance program undertaken by your organization with regard
to the impact, both operational or.financial, of the April 14-21,
1978 volume and price increases. If you have initiated such a study
or program which has not been completed, please provide a description
of your undertaking and its anticipated completion date.
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dJune 7, 1443

sr. Jenn J. Senkewica
Assistant vice presicent

Hew (0K DTOTK Qxcaanse, Inc.
aw York, udew York 15U4l

Dear #r. 3enkewicas

gy
markets, it is neceszary that we Special Stuay o tne ontions darkats
("Cotions Zrudyt) request tict vou cotzin from your recorss tae
financial cata axi otaer infccmaticon wascrioed in the attacnment
to this letter relating to vour meuamerss wiicn are also »oiLers oL
tne Soticns Clearingy Corperation (“OCCT) or windca COnULCT & DUSINSSS
solely or rrinarily in standoraized cptions ang utilize tne facilities
of a clearing meiper. 1/

In crdar to conduct 1ts wnvestisation ana ctudy of tas optiens

waile we understand that, in certain instances, zart of the
inforrmation wich we are now cequesting moy Nave ceen sucmittad
vreviously to cther civisions or ciricas of tie Coamizsion, we
would awprecizte it if you would suinit amplicate ccpies ¢i such
docurents to us in order to assure the coconletensss of e Gotichs
Sty s oWm working files. In adoition, if such previous sucmiscicns
arz not carrently eccurate, vtleas2 arend or upiate tnen anu concinue
to inferp tile Jptions Study statf (aen further caanges, it any,
are wace in the ocrocedures and mracticas aescrisod in your suctissions.
If materials recuested oy tais letter have Leen previcuzly suziicteu
te the Ootions Ctudy, in a form cuostentially es that roguested neiewy,
it is pot necessary to resucnit such yaterials. However, please stoaie
the trancmittal aate and the audressee of such prior sucaissicns.

wWe acoreciate that this request may asek detailed information
wnich inzy take time ana significont etfert on tae part of your stait
to cawmzile. lowever, tne Options otuay shares the desire of tne

_1/ “The authority for tnis recuest i3 granted to the Cemuission
pursvant to sSecticns 17 anc 21 of tive Securities wxcnange Act or
1534. The Comuizsion is soliciting tnis intorrzastion to aid 1ns
{1) the enfoccerent cf the sccurities Exchange Act and the rules
and regulaticns caercunc=r; {(£) the rossisle accpticn of rules
and requlacions wnasr tue ceCucities Bxcunange Acty ana (3) tao
estonlisnsent of an incoraatiun oase Looa Walca tile Commissieon
may reccrmena furraer lejislation conCerning matters:-to «nicd
the sccurities cxcnange act celates,
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Hr. Jan J. Senxewich
pPage ‘Iwo

varicus sz2lf-regulators tnat the activities of the Ooticns study de
caanleted in a thorough ana timaly - ifasnicn. Accordingly, wnile we
aave reausstad that the data and 1nformation rscvestes in e enclesed
attachuent be supolied by July 7, lv/3, this siarsd cojective weuld
be facilitated if constituent elexents ¢t tiie strtachient are prosvtliy
forwarded to tne Uptions 3tucy sciore that deasline. Saoula tnere
te crestions resarding tnis reguest, pleasa call the uncersigned
at (202) 755~1263. )

/

Your ccoperation i3 appreciated.

Sincerely,

Robert L. Saith
rinancial Rescoonsibility and
Credit Specialist

Enclosures .
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-*New York Stock Exchangel s

-

Attachment to letter
Dated June 7, 1978

Please submit the following information to: Special Study
of the Options Markets, Attn: Robert L. Smith, Securities and
Exchange Commission, 500 North Capitol Street, Washington, D.C.
20549.

In addition, we request that you respond according to the
format and on the forms provided, clearly identifying in each
case the particular outline item to which your answer is addressed.
Please type or stamp the name of your exchange and the transmittal
date of your submission on each document submitted in response
to this request.

Please submit your response in duplicate (excluding Forms A
and B). ’ .

I. Membership Information

A. Provide a list and the SEC file number, current as
of March 31, 1978, of all members of your organization, which were
also members of the Options Clearing Corporation, and specify
for each such member its designated examining authority pursuant
to 17 CFR 240.174-1.

B. For each person or organization identified in Item I.A.
above for which your organization is the designated examining authority
pursuant to 17 CFR 240.178-1, complete Form A.

C. Provide, by clearing member, a list, current as of
March 31, 1978, of all persons or organizations registered as
broker—-dealers for which each of those clearing members identified
in Item I.B. above clears options transactions, distinguishing
between those broker—dealers carried in the specialist-market
maker origin with the OCC from those carried in the customer origin.
For each such carried broker-dealer which is carried in the specialist-
market maker origin with OCC, state all its affiliations with
self-requlatory organizations and the capacities in which it
is registered to act with such self-regulatory organizations
including your organization.
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D. With respect to each joint account trading in options
of which any participant is a registered broker-dealer, carried
by a clearing mempber identified in Item I.B., identify all participants
in the account (including their SEC file number, if registered as
a broker—dealer) and, to the extent known, any other account in
which such participants maintain an interest, whether with that
clearing member, another member of your organization or otherwise.

I1. Financial Responsibility Monitoring

Provide sample copies of all reports that your organization
receives to monitor the financial condition of the OCC members for
which your organization is the designated examining authority pursuant
to 17 CFR 240.17d-1 which clear and finance the accounts of options
specialist-market makers and/or registered option traders or brokers,
and state the authority pursuant to which such reports are required
to be filed and the frequency of such reports. If any such designated
OCC clearing members are exempt from such reporting requirements, are
subject to a more frequent reporting cycle, or are subject to closer
than normal surveillance, state the firm and the reason.

III. Unmatched Trades

A. Describe whether, in computing their compliance with the
provisions of 17 CFR 240.15¢c3-1(a)(6) and 17 CFR 240.15¢3-1(c)(2)(x),
OCC members which carry broker-dealer accounts in the market maker
origin with the OCC, included in I.B., determine their requirements
pursuant to the above sections on the basis of trades entered into
the clearance system by such specialist-market makers and registered
traders or on the basis of trades which have been matched by the
second pass on the day on which the trade was executed.

B. 1If the clearing firms requirements are determined
by trades entered, provide a description of each clearing
member*s procedures for adjusting an account for trades that
remain unmatched by the final pass. Additionally, if such adjust-
ments would have increased the clearing firm's charges to net
worth or a specialist-market maker‘s or registered trader'‘s equity
requirement, as of the day on which the trade was entered, what
is the clearing member's procedure or policy for reflecting such
additional deduction in its net capital camputation and for obtaining
such additional deposits.

C. Provide a list of your organization's rules, and a
summary of each that govern the above procedures.



