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Fiscal Year 2005 was arguably 
the most successful in CBOE’s 
distinguished 32-year history.
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A MessAge froM the office of the chAirMAn
The Chicago Board Options Exchange® (CBOE®) began Fiscal Year (FY) 2006 
aggressively with a major organizational change that will significantly affect all 
aspects of CBOE’s business going forward. On January 1, 2006, the Exchange 
initiated the process of converting from a membership organization to a for-profit 
business model, a move approved by the CBOE Board of Directors in September 
2005. In a rapidly changing business environment, it is our belief that adopting  
a new, more agile business model will give CBOE an important competitive edge 
in meeting the demands of an ever-changing marketplace. In many respects,  
the decision to initiate this landmark transformation was the most important  
development in Fiscal Year 2005.   

CBOE’s conversion to a for-profit model ultimately will impact every area of our 
business, from how we make strategic decisions to how we conduct day-to-day 
operations. It is a change, not only to the organization itself, but also to our orga-
nizational philosophy. The move will enable us to better focus CBOE’s resources 
and to operate more efficiently, while reaffirming the goal of maximizing value for 
owners as well as for customers.  

The initial groundwork has already been laid. Changes to CBOE’s revamped 
corporate model include a streamlined infrastructure and a scaled-down operating 
budget as part of the overall mission to create greater strategic flexibility. As
we venture on, there is still much more work to be done; we are continuing to 
examine all phases of our operation, looking for greater efficiencies and striving 
to create an even better CBOE. 

As we progress with this change to our organization, the Exchange remains 
steadfast in its commitment to continue to develop innovative products, to deliver 
quality service and to enhance our trading technology. Indeed, we believe a 
for-profit model will serve to sharpen our focus on these tenets and improve our 
ability to deliver them.   

We look forward to a bright future where CBOE’s diverse mix of products will 
continue to provide all facets of our customer base with versatile and efficient 
risk management products.

The remainder of this report highlights the significant developments, milestones, 
and achievements at CBOE during Fiscal Year 2005.

William J. Brodsky  
Chairman and Chief
Executive Officer

    Edward T. Tilly  
    Vice Chairman

Edward J. Joyce
President and Chief
Operating Officer
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record VoluMe And increAsing 
MArket shAre
Fiscal Year 2005 (January 1 to December 31, 2005) 
was arguably the most successful in CBOE’s distin-
guished 32-year history. Trading volume at the  
Exchange soared to all-time record heights and market 
share increased, fortifying CBOE’s bottom line and 
positioning the Exchange financially to initiate the 
important transformation of its business model. 

In a fiercely competitive industry, where market 
share gains and losses are measured by the  
slimmest of margins, CBOE increased its market 
share of total industry volume to 31%. While its 
nearest competitors experienced market share 
declines on the year, CBOE maintained its leadership 
position within the U.S. options industry in 2005.

Trading volume rose to 468.2 million contracts in  
FY 2005 and shattered numerous records. This 
volume total represented the busiest year in CBOE’s 
history for the second consecutive year and was 
a 30% increase over 2004’s record total of 361.1 
million contracts. For the year, average daily volume 
weighed in at nearly 1.9 million contracts.           

Trading in equity options at CBOE totaled 275.6  
million contracts in FY 2005, a rise of 23% over 
2004’s total of 224.3 million, and fell just shy of 
CBOE’s all-time high of 278 million total contracts 
traded in 2000. FY 2005 was the second consecutive 
year that equity options volume posted a gain of at 
least 20%, and since 2002, equity option volume  
has surged 59% at CBOE. 

Trading in options on broad- and sector-based 
indexes and exchange-traded funds (ETFs) experi-
enced explosive growth in FY 2005 with total volume 
reaching 192.5 million contracts, a new record for 
annual index option volume at CBOE, and a jump of 
41% over 2004’s total of 136.7 million contracts. 

Several of CBOE’s index and ETF options logged 
record annual volume in 2005, including options on 
the Nasdaq-100 Index® (NDX®), up 80% over 2004 
to 6.3 million contracts; options on the iShares  
Russell 2000 Index Fund (IWM), up 229% to 16.2 
million; and options on the Russell 2000® Index 
(RUT), up 22% to 1.1 million. 

Options on the S&P 500® Index (SPXSM), CBOE’s 
most actively-traded index product, also experienced 
a record year in 2005 as volume soared to 71.8  
million contracts, surpassing 2004, the previous 
high, by 45%. This record trading in CBOE’s premier 
index product resulted, in part, from the growing 
popularity and increased use of the CBOE S&P 
500 BuyWrite Index (BXMSM) strategy. The BXM is a 
benchmark index that measures the performance of 
a theoretical portfolio that sells covered SPX options 
each third Friday of the month against a portfolio of 
stocks in the S&P 500 Index.     

In addition to the dozens of individual product volume 
records set, the top ten busiest single trading days 
in CBOE history all occurred in 2005, including April 
15, CBOE’s busiest day in 32 years, when over 3.9 
million contracts traded.*

seAt Prices reAch new All-tiMe highs
Rising seat prices during FY 2005 highlighted the 
increasing value of CBOE membership. After the 
first transaction of the year, when a seat sold for 
$299,000 on January 6, 2005, CBOE seat prices  
began a rapid year-long ascent, rising nearly 200%. 
On July 18th, a seat was bought for $755,000, 
eclipsing the three-quarter of a million dollar mark 
for the first time since March 1998. Seat prices 
would continue to set new record levels for the  
remainder of the year, culminating with the year’s  
final seat transaction on December 20th for 
$875,000,** the highest price ever paid for a  
seat at CBOE.

 *CBOE is already setting new volume records in 2006. As of the writing of 
this report, volume at CBOE on Thursday, March 16, 2006 was 5,642,589 
contracts, a new record for the busiest single trading day in the Exchange’s 
33-year history, and the busiest day for any U.S. options exchange. March 
2006 was the busiest month in CBOE history. Its record volume of 55 million 
contracts, an increase of 46% over March 2005, surpassed the previous 
monthly record of 53.9 million contracts from January 2006.

  **CBOE seat prices continue to climb in 2006. A CBOE seat, or membership,  
was bought on February 7, 2006, for the first time ever at a price of 
$1,000,000. On Friday, March 24, 2006, a CBOE seat sold for an all-time  
high of $1,150,000. Twelve CBOE seats were bought for at least one million 
dollars during the first quarter of 2006.
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More new Product “firsts” froM cBoe
CBOE, as it has done throughout its history, 
remained at the forefront of new product  
development in FY 2005. In an effort to attract  
business and broaden CBOE’s appeal to an  
expanding universe of customers, several  
innovative investment tools were introduced  
to the marketplace last year.

In total, 293 products were added at CBOE last  
year, including options on 272 individual equities, 
15 cash-settled indexes, and six exchange-traded 
funds. At the end of 2005, the CBOE product line 
included options on 1,766 individual equities, 56 
broad- and sector-based indexes, 61 exchange-
traded funds, four interest rate products and one 
structured product.
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Among the most significant products launched in 
FY 2005 were options on the immensely popular 
SPDRs Exchange-Traded Fund, based on Standard 
& Poor’s® Depositary Receipts (SPY). SPY options 
are now among the most actively-traded products in 
the industry. During FY 2005, CBOE was the leading 
marketplace for SPY options, trading 16.2 million 
contracts and generating a 38% market share from 
a field of primarily screen-based exchanges – a 
testament to CBOE’s large pool of well-capitalized 
market makers and their ability to compete  
effectively with CBOE’s highly-efficient HybridSM 
Trading System.

Other significant new products created and 
launched by CBOE in FY 2005 included Mini-S&P 
500 Index options (XSPSM) which, as a smaller-sized 
version of CBOE’s highly popular S&P 500 Index 
option contract, are especially attractive to retail 
investors; and “WeeklysSM,” short-term options with a 
one-week life from launch to expiration, which provide 
cost-efficient ways to trade around specific news or 
events. Initial Weeklys contracts are based on the 
S&P 500 Index and on the S&P 100® Index, and 
CBOE is currently studying other potential products 
to be offered as Weeklys.

State-of-the-art technology combined with the largest pool of 
liquidity providers in the industry make CBOE the world’s most 
dynamic options marketplace.
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cBoe exPAnds its PoPulAr Buy-write index coMPlex
The CBOE S&P 500 BuyWrite Index (BXMSM), created by CBOE in 2002, was  
the first benchmark for measuring the performance of covered-call writing. While 
this buy-write strategy is not new, the BXM, for the first time, provided investors 
with a tool to measure the performance of this type of strategy.  

Fueling the interest in the buy-write strategy is a case study done in 2004 on 
BXM by Ibbotson Associates. The study, commissioned by CBOE, found that the 
BXM had the best risk-adjusted performance of the major domestic and interna-
tional equity-based indexes over the 16-year period analyzed. The Ibbotson case 
study has been distributed to tens of thousands of financial advisors and bankers, 
and was a major catalyst in generating awareness of the BXM.

Recognizing growing customer demand for additional quantifiable performance 
measures of the buy-write strategy, in March 2005, CBOE and Dow Jones  
announced the creation of the CBOE DJIA BuyWrite Index (BXDSM), based on  
the Dow Jones Industrial Average; and in September 2005, CBOE and the  
Nasdaq Stock Market®  launched the CBOE NASDAQ-100 BuyWrite Index 
(BXNSM), based on the technology-laden Nasdaq-100 Index.® 

Since the publication of the Ibbotson case study, more than $20 billion has been 
raised for 40 new buy-write funds that use the BXM strategy and at least eight 
major brokerage firms and banks have been granted licenses to offer investment 
products based on one or more of the CBOE buy-write indexes. All three CBOE 
buy-write licenses are now generating licensing revenue for CBOE and its 
index partners.    

cBoe futures exchAnge concludes successful first full yeAr 
Launched on March 26, 2004, the CBOE Futures ExchangeSM (CFESM) is a wholly-
owned subsidiary of CBOE that offers all-electronic trading of futures. At the end 
of CFE’s first full year of trading, volume for 2005 totaled 177,046 contracts, an 
increase of 101% over the 88,194 contracts traded in 2004.

Through the end of 2005, CFE offered futures on 25 products, including the 
CBOE Volatility Index® (VIX®), CBOE DJIA® Volatility Index, CBOE S&P 500  
Three-Month Variance, CBOE China Index, full- and mini-size Russell 1000®  
Indexes, mini-Russell 2000® Index, twelve PowerPacks® sector indexes and, 
most recently, six “Gas At The PumpSM” futures. Gas At The Pump futures, 
launched on October 28, 2005, are designed to track the retail price for regular 
gasoline that consumers pay at the pump throughout different regions of the U.S. 

The launch of futures on the CBOE Volatility Index was a landmark CBOE 
achievement, giving investors, for the first time ever, a viable instrument for  
trading market volatility as an asset class. Until CFE launched VIX futures, the 
CBOE Volatility Index was a benchmark index only – with no way for investors 
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to trade it. First introduced by CBOE in 1993, VIX 
quickly became the benchmark index of market 
volatility and investor sentiment. Since then, VIX 
has been widely quoted and closely followed and 
is often referred to by industry observers as the 
market’s “fear gauge.” Derived from real-time S&P 
500 Index option prices, VIX is designed to reflect  
investors’ consensus view of expected near-term 
stock market volatility over the next 30 days. 

To date, futures on the VIX have been CFE’s most 
successful contract, generating 73% of CFE’s  
volume in FY 2005. Not only did trading in VIX  
futures fuel growth at CFE, but it played a role in  
driving volume in CBOE’s SPX options to unprec-
edented heights in 2005, as hedging transactions 
between VIX futures and SPX options is a common 
strategy with volatility traders. 

As a complement to VIX futures, options on VIX  
began trading at CBOE in February 2006. Through 
the first several weeks of trading, average daily 
volume was approximately 10,000 contracts, 
while open interest soared to more than 200,000 
contracts. The marketplace has been quick to 

embrace VIX options, making them not only one of 
the most successful new product launches in CBOE 
history, but one of CBOE’s most recognized products 
as well. With increasing popularity among investors 
and steadily building liquidity, VIX options show even 
greater promise for the future.  

onechicAgo And the growth of single 
stock futures
OneChicago, the joint venture exchange owned 
by the Chicago Board Options Exchange, Chicago 
Mercantile Exchange Inc. and the Chicago Board 
of Trade, and powered by the CBOEdirect® trade 
engine, offers all-electronic trading of single stock 
futures and narrow-based indexes. 

At year’s end, OneChicago listed 208 futures on 
single stocks, including futures on DIAMONDS,®  
as well as four OneChicago Select Indexes, a  
series of custom-designed narrow-based security 
index features.  
 
Trading volume at OneChicago at the close of 2005 
totaled more than 5.5 million contracts traded, an 
increase of 188% over the previous year.
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The trading crowd during January 
expiration for options on the S&P 
500 Index (SPX), CBOE’s premier 
index product and most-actively 
traded contract.   
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cBoe hyBrid: A unique MArket Model
Major progressive changes were made to CBOE’s 
Hybrid Trading System during FY 2005, resulting  
in the expansion of remote trading, additional  
product trading capabilities, greater efficiencies  
and faster access.  

The CBOE Hybrid Trading System combines the best 
features of screen-based trading and floor-based 
markets. The ability afforded by the Hybrid Trading 
System for individual traders to stream live quotes 
and to post quotes with size allows the Exchange to 
better showcase the quality of markets at CBOE. The 
Hybrid offers customers greater liquidity and instan-
taneous point-and-click order execution, while still 
preserving the benefits of trading through open outcry. 
Some customers, especially when trading large or 
complex orders, prefer open outcry, where trades 
can be negotiated in an auction format among a 
deep pool of liquidity providers.
 
In an increasingly electronic world, the numbers 
validate CBOE’s decision to integrate the open outcry 
component into development of a unique Hybrid 
market model. Ninety-two percent of the orders 
traded on CBOE’s Hybrid Trading System are 

executed electronically, accounting for 55% of the 
volume in those classes, while the remaining 8%  
of Hybrid orders and 45% of the volume are handled 
through the open outcry method of trading. This 
dichotomy illustrates the effective synergies of 
floor- and screen-based trading in CBOE’s Hybrid 
trading world. 

The conversion of all 1,700+ equity classes to 
CBOE’s Hybrid Trading System was completed in 
January, and by the close of 2005, many of the major 
index classes were trading on the Hybrid as well.

Leading the new technological modifications  
added to the Hybrid in 2005 were enhancements  
to facilitate spread order capabilities, which enable  
seamless trading of complex or “multi-legged” 
orders electronically. 

The Hybrid Trading System was designed with 
flexibility in mind so that adaptations can be made 
quickly as the dynamics of the marketplace  
change. As a result, CBOE will be able to continue 
to satisfy the preferences of customers for different 
trading venues.

The Hybrid Trading System was 
designed with flexibility in mind 
so that adaptations can be made 
quickly as the dynamics of the 
marketplace change.

The competing market maker system coupled with the Hybrid 
trading environment has resulted in CBOE’s quotes being the 
national best market more than 95% of the time.
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exPAnding the trAding uniVerse through 
reMote MArket MAking
As part of the evolution of CBOE’s Hybrid Trading System, a new membership 
designation, Remote Market Maker (RMM), was adopted on April 26, 2005. 
The RMM program allows individual market makers or member organizations to 
engage in market making by streaming quotes and trading electronically at CBOE 
from any location, greatly expanding CBOE’s universe of liquidity providers. Over fifty 
firms, including many new to CBOE, are participating in the RMM program. By 
year’s end, RMMs occupied 197 memberships and accounted for nearly 20% of 
daily trading volume in Hybrid classes.

Ninety-two percent of the 
orders traded on CBOE’s 
Hybrid Trading System are 
executed electronically, 
accounting for 55% of the 
volume in those classes. 
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reMote trAding site coMPleted
FY 2005 also saw CBOE finish the development 
of its all-electronic, and physically remote disaster 
recovery site. In the event that CBOE’s building and 
trading floor become disabled, this back-up trading  
facility will provide CBOE with the capability to  
resume trading electronically on a next-day basis.  
Testing between the Exchange and member firms 
was completed in the fourth quarter of 2005 and the 
site became operational early in 2006. In the first 
phase of implementation, CBOE’s exclusively listed 
index products have been readied, while subsequent 
phases will prepare additional products for trading 
via the site.

cBoe links with chinA’s MArkets
In an effort to expand CBOE’s reach globally, the 
Exchange was pleased to enter into Memoranda of 
Understanding (MOUs) with five Chinese stock and 
derivatives exchanges – the Shanghai and Shen-
zhen Stock Exchanges, the Dalian and Zhengzhou 
Commodity Exchanges and the Shanghai Futures 
Exchange – during FY 2005. These links with 
China’s emerging markets will lay the foundation for 
collaborative efforts between the CBOE and Chinese 
marketplaces, facilitate the development of channels 
of communication, and foster continuing relationships 
between the exchanges for the respective benefits  
of the financial services industry in the U.S. and  
the People’s Republic of China. In the months and 
years to come, the MOUs will enable CBOE and our 
Asian counterparts to work jointly to share ideas,  
exchange resources and explore potential new  
product development.

Portfolio MArgining AdVocAted
Throughout 2005, CBOE worked closely with the 
U.S. Securities Market Coalition, which represents 
the six U.S. options exchanges, to advocate for parity 
in portfolio margining for stock options and single 
stock futures. Parity in portfolio margining, which is 

strongly supported by CBOE, has been an important 
issue under consideration by Congress during its 
discussions regarding reauthorization of the futures 
industry regulator, the Commodity Futures Trading 
Commission (CFTC). Reauthorization is scheduled 
every five years as part of the Congressional review 
of the “Commodity Exchange Act.” CBOE’s active 
participation in this process played a significant part 
in having a parity in portfolio margining provision 
included in the legislation, which is currently pending 
on Capitol Hill. In addition, CBOE and the New York 
Stock Exchange have submitted rule filings to the 
Securities and Exchange Commission to expand 
portfolio margining to other products. CBOE’s active 
participation in the legislative process, its ongoing 
efforts to closely monitor legislation affecting our 
customers, and the education of lawmakers regard-
ing the potential impact of legislation on the options 
industry are very important priorities to the Exchange.
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The trading crowd in the S&P 100 Index (OEX) pit checks  
the price boards for the latest market news and information.   
OEX options experienced 14% growth in 2005, trading  
18.7 million contracts.
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A Vision for the future
Fiscal Year 2006 will be a pivotal year for CBOE. Through the challenges and 
change that await in the new year, so too, does opportunity. As competition 
continues to intensify, not only among existing options exchanges, but from the 
looming threat of new market entrants, CBOE is poised to remain the industry 
leader. CBOE’s Hybrid Trading System has proven to be a robust and highly- 
efficient market model, carving a unique niche into a crowded marketplace, and 
moving forward, the Exchange will keep refining the system. With the conversion 
to a new for-profit business model, and the strategic optionality it provides, CBOE 
will have the agility to pursue new initiatives, while maintaining the flexibility to 
meet whatever challenges the future may hold. One thing that will not change, 
however, is CBOE’s mission to continue bringing innovative investment products, 
cutting-edge technology and unparalleled customer service to the world’s most 
dynamic options marketplace.   
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The essence of CBOE’s  
Hybrid Trading System: 
instantaneous point-and- 
click order execution  
handled in an open  
outcry environment.

Through the challenges and  
change that await in the new 
year, so too, does opportunity.
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�005 finAnciAl suMMAry
The year 2005 represents the first calendar year financial reporting period for  
the Exchange. Prior to 2005, the Exchange reported on a June 30 fiscal year-end 
basis. The process of changing our fiscal year-end included the transition step of 
reporting results for a six month period ended December 31, 2004 (prior period). 
These results are presented for comparative purposes. 

The Exchange experienced a successful financial year in 2005 due to record 
trading volume of 1.85 million contracts per day. In the prior period, the Exchange 
averaged 1.4 million contracts per day. The Exchange earned net income of $10.9 
million versus $1.2 million in the prior period. 

The significant growth (32%) in 2005 trading volume versus the prior period was 
the main reason current year revenues were $25.2 million (14%) higher than 
the prior period on an annualized basis. Fee reductions and fee caps saved our 
customers and members $31.6 million in 2005 versus $12.0 million in the prior 
period annualized.

Expenses were $10.2 million higher than the prior period annualized, mainly due 
to employee costs ($8.4 million) and royalty fees ($4.0 million). Employee costs 
were higher in 2005 mainly due to year-end bonus awards and merit increases. 
Bonus awards were not paid in the six month period ended December 31, 2004. 
Royalty fees increased in 2005 due to significant trading volume growth in 
certain licensed products.

Capital spending in 2005 amounted to approximately $21.0 million. Investments 
were primarily in the Systems Division related to the Hybrid Trading System and 
other trading floor enhancements. In addition, the Exchange contributed $0.8  
million in capital to OneChicago, LLC in 2005.  

In 2005 the Exchange sold 69 (45%) of our National Stock Exchange (NSX)  
certificates of proprietary membership to NSX for $5.0 million. See financial  
statements Note 2 for details of the Termination of Rights Agreement with NSX. 

The Exchange purchased 69 Chicago Board of Trade exercise right privileges in 
2005 for a total amount of $6.9 million. See financial statements Note 9 for details 
of the purchase of Chicago Board of Trade exercise right privileges.

Retained earnings increased to $120.0 million and total members’ equity at  
December 31, 2005 was $140.9 million. At year’s end, the Exchange was  
debt-free with working capital of $59.9 million.
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consolidAted stAteMents of incoMe And retAined eArnings

Chicago Board Options Exchange, Incorporated and Subsidiaries
Year ended December 31, 2005 and six month period ended December 31, 2004 (in thousands)  2005    

revenues:
Transaction fees $ 143,254  $ 60,763
Other member fees  23,347   12,035
Options Price Reporting Authority income  16,749   7,885
Regulatory fees  11,835   5,730
Investment income  2,016   369
Other  5,854   2,144

total revenues  �0�,055   ��,��� 

expenses:
Employee costs  74,678   33,155
Depreciation and amortization  28,349   15,950 
Data processing  19,304   9,169
Outside services  18,404   8,934
Royalty fees  21,950   8,997
Travel and promotional expenses  6,796   2,869
Facilities costs  3,925   1,978
Net loss from investment in affiliates  203   1,391
Impairment of investment in affiliate and other assets  2,757   1,169
Other  6,796   2,881
total expenses  ���,���   ��,���

income Before income taxes  ��,���   �,���

Provision for income taxes:
Current  9,925   (1,454 )
Deferred  (927 )  2,694 

total Provision for income taxes   �,���   �,��0

net income  �0,��5   �,���

retained earnings at Beginning of year  ���,�0�   ���,��� 
CBOT Exercise Rights Purchased – net of tax benefits of $2,073  (4,827 )  0

retained earnings at end of year $ ���,���  $ ���,�0�

consolidAted BAlAnce sheets

Chicago Board Options Exchange, Incorporated and Subsidiaries
December 31, 2005 and 2004 (in thousands)  2005   2004

Assets
current Assets:
Cash and cash equivalents $ 65,080  $ 45,703
Investments – available for sale  0   6,000
Accounts receivable – net allowances of $73 and $62  21,722   16,900
Marketing fee receivable  3,634   2,840
Income taxes receivable  0   2,401
Prepaid medical benefits  2,837   1,849 
Other prepaid expenses  3,534   3,767
Other current assets  663   504

total current Assets  ��,��0   ��,���

investments in Affiliates  �,���   ��,���

land  �,���   �,���

Property and equipment:
Building  57,609   57,609
Furniture and equipment  147,350   133,966
Less accumulated depreciation and amortization   (146,568 )  (131,616 )

total Property and equipment – net  5�,���   5�,�5�

other Assets:
Software development work in progress  8,446   7,489
Data processing software and other assets (less accumulated amortization –  
 2005, $51,300; 2004, $37,903)  25,786   32,513

total other Assets – net  ��,���   �0,00�

total $ �0�,��5  $ ���,���

See notes to consolidated financial statements.   
 

Six Month Period  
Ended Dec. 31, 2004
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consolidAted BAlAnce sheets (continued)

December 31, 2005 and 2004 (in thousands)  2005  2004

liabilities and Members’ equity
current liabilities:
Accounts payable and accrued expenses $ 26,676 $ 17,144
Marketing fee payable  5,622  3,491
Deferred revenue  4,493  15,846
Membership transfer and other deposits  0  572
Income taxes payable  768  0

total current liabilities  ��,55�  ��,05�

long-term liabilities:
Deferred income taxes  23,718  27,074

total long-term liabilities  ��,���  ��,0��

total liabilities  ��,���  ��,���

Members’ equity:
Memberships  20,934  20,934
Retained earnings  119,974  113,906

total Members’ equity  ��0,�0�  ���,��0

total $ �0�,��5 $ ���,���

consolidAted stAteMents of cAsh flows

Chicago Board Options Exchange, Incorporated and Subsidiaries
Year ended December 31, 2005 and six month period ended December 31, 2004 (in thousands)  2005  

cash flows from operating Activities:
Net Income $ 10,895  $ 1,193
Adjustments to reconcile net income to net cash flows from operating activities:
 Depreciation and amortization  28,349   15,950
 Deferred income taxes  (3,356 )  3,175
 Equity in loss of OneChicago  2,569   1,787
 Equity in income of NSX  (2,366 )  (471 )
 Impairment of investment in affiliates and other assets  2,757   1,169
 Loss on disposition of property  0   3
Changes in assets and liabilities: 
 Accounts receivable  (4,822 )  1,688
 Marketing fee receivable  (794 )  (3,491 )
 Net income taxes receivable  5,243   (1,135 )
 Prepaid medical benefits  (988 )  (69 )
 Other prepaid expenses  233   (752 )
 Other current assets  (159 )  220
 Accounts payable and accrued expenses  9,532   665  
 Marketing fee payable  2,131   3,425 
 Deferred revenue  (11,354 )  13,703
 Membership transfer and other deposits  (572 )  572

net cash flows from operating Activities  ��,���  ��,���

cash flows from investing Activities:
Sale of investments available for sale  6,000   500 
Capital and other assets expenditures  (21,011 )  (15,462 ) 
Sale of NSX certificates of proprietary membership, net of fees  4,834   0
OneChicago investment  (844 )  (721 )

net cash flows from investing Activities  (��,0�� )  (�5,��� )

cash flows from financing Activities: 
CBOT exercise right purchases  (6,900 )  0

net cash flows from financing Activities  (�,�00 )  0

net increase in cash and cash equivalents  ��,���  ��,���

cash and cash equivalents at Beginning of Period  �5,�0�  ��,�5�

cash and cash equivalents at end of Period $ �5,0�0 $ �5,�0�

supplemental disclosure of cash flow information
Cash paid for income taxes $ 7,525 $ 100

See notes to consolidated financial statements.

Six Month Period  
Ended Dec. 31, 2004
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notes to consolidAted finAnciAl stAteMents 

Chicago Board Options Exchange, Incorporated and Subsidiaries 
For the year ended December 31, 2005 and the six month period ended December 31, 2004

�. suMMAry of significAnt Accounting Policies

nature of Business – The Chicago Board Options Exchange, Incorporated and Subsidiaries (“the Exchange”) is a registered securities 
exchange, subject to oversight by the Securities and Exchange Commission. The Exchange’s principal business is providing a marketplace 
for trading equity and index options. 

Basis of Presentation – During 2004 the Exchange changed its year-end from June 30 to December 31. Accordingly, the accompanying 
financial statements reflect the calendar year ended December 31, 2005 and the six month period ended December 31, 2004. The consoli-
dated financial statements include the accounts and results of operations of Chicago Board Options Exchange, Incorporated, and its wholly 
owned subsidiaries, Chicago Options Exchange Building Corporation, CBOE, LLC and CBOE Futures Exchange, LLC. Inter-company 
balances and transactions are eliminated. 

use of estimates – The preparation of financial statements in conformity with accounting principles generally accepted in the United States 
of America requires management to make estimates and assumptions that affect the amounts of assets and liabilities, disclosures of 
contingent assets and liabilities, and reported amounts of revenues and expenses during the reporting period. Actual results could differ 
from those estimates. 

revenue recognition – Transaction Fees revenue is considered earned upon the execution of the trade and is recognized on a trade date 
basis. In the event members pay for services in a lump-sum payment, revenue is recognized as services are provided. Other Member Fees 
revenue is recognized during the period the service is provided. The Options Price Reporting Authority (“OPRA”) income is allocated based 
upon the market share of the OPRA members and is received quarterly. Estimates of OPRA’s quarterly revenue are made and accrued each 
month. Regulatory Fees are predominately received in the month of December and are amortized monthly to coincide with the services  
rendered during the period July through June.

cash and cash equivalents – Cash and cash equivalents include highly liquid investments with maturities of three months or less from the 
date of purchase.

investments – All investments are classified as available-for-sale and are reported at cost which approximates their fair market value in 
accordance with Statement of Financial Accounting Standards (“SFAS”) No. 115, “Accounting for Certain Investments in Debt and Equity 
Securities.”

Accounts receivable – Accounts receivable consist primarily of transaction, marketing and other fees receivable from The Options Clearing 
Corporation (“OCC”), and the Exchange’s share of distributable revenue receivable from OPRA. 

investments in Affiliates – Investments in affiliates represent investments in OCC, OneChicago, LLC (“ONE”) and The National Stock 
Exchange (“NSX”). The investment in OCC (20% of its outstanding stock) is carried at cost because of the Exchange’s inability to exercise 
significant influence. The Exchange accounts for the investments in NSX (55% of its total certificates of proprietary membership) and ONE 
(approximately 40% of its outstanding stock) under the equity method due to the lack of effective control over the operating and financing 
activities of each affiliate. Investments in affiliates are reviewed to determine whether any events or changes in circumstances indicate that 
the investments may be other than temporarily impaired. In the event of an impairment, the Exchange would recognize a loss for the 
difference between the carrying amount and the estimated fair value of the equity method investment.  

Property and equipment – Property and equipment are carried at cost, net of accumulated depreciation. Depreciation on building, furniture 
and equipment is provided on the straight-line method. Estimated useful lives are 40 years for the building and five to ten years for 
furniture and equipment. Leasehold improvements are amortized over the lesser of their estimated useful lives or the remaining term of 
the applicable leases. 

data Processing software & software development work in Progress – Data processing software and software development work in  
progress are capitalized in accordance with Statement of Position 98-1 “Accounting for the Costs of Computer Software Developed or 
Obtained for Internal Use” and are carried at cost. Software development work in progress is reclassified to data processing software when 
the software is ready for its intended use. Data processing software is amortized over five years using the straight-line method commencing 
with the date the software is put in service.
 
income taxes – Income taxes are determined using the liability method, under which deferred tax assets and liabilities are recorded based 
on differences between the financial accounting and tax bases of assets and liabilities. 

deferred revenue – Deferred revenue represents amounts received by the Exchange for which services have not been provided.   

fair Value of financial instruments – SFAS No. 107, “Disclosures About Fair Value of Financial Instruments,” requires disclosure of the fair 
value of certain financial instruments. The carrying values of financial instruments included in assets and liabilities are reasonable estimates 
of their fair value.
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notes to consolidAted finAnciAl stAteMents (continued)

�. inVestMent in AffiliAtes

The investment in NSX is accounted for using the equity method. Condensed financial statements of NSX as of and for the year ended 
December 31, 2005 are as follows (in thousands): 

    2005

Balance sheets  
Assets   $ 87,000 
Liabilities    68,095 
Members’ Equity    18,905

the exchange’s share of members’ equity after impairment   $ �,���

    2005

statement of operations   
Total revenues   $ 24,863 
Total expenses    20,538

net income    �,��5

the exchange’s equity in net income   $ �,���

The Exchange and NSX executed a Termination of Rights Agreement (TORA) on September 27, 2004. Pursuant to the TORA, NSX will  
purchase 153 (94%) of the NSX certificates of proprietary membership currently owned by the Exchange. Certificates of proprietary  
membership will be surrendered by CBOE and NSX will pay the Exchange a total of $11 million over a period of four years on the anniversary  
of the initial closing date, subject to NSX minimum working capital levels after deducting the cost of buying the certificates. The present 
value of the sale price is $10.7 million. The Exchange will ultimately retain nine certificates of proprietary membership (10% of the total  
outstanding certificates of proprietary membership). After the sale of 153 certificates, the Exchange will account for its remaining investment  
in NSX on the cost basis. The initial closing transaction was held on January 18, 2005. On this date CBOE surrendered 69 certificates of 
proprietary membership and NSX paid $5.0 million to CBOE. CBOE also gave up three of six seats on the NSX Board on the date of the  
initial closing. The Exchange’s percentage of ownership of the remaining NSX outstanding certificates of proprietary membership was 
reduced to 54.7% after the initial closing. On March 10, 2006, the Exchange exercised its first put right under the TORA. On this date,  
the Exchange surrendered an additional 21 certificates of proprietary membership and NSX paid CBOE $1.5 million. The Exchange’s  
percentage of ownership of the remaining NSX outstanding certificates of proprietary membership was reduced to 48.3% after the  
March 10, 2006 exercise of its first put right.

The Exchange, the Chicago Mercantile Exchange Holdings, Inc. and the Board of Trade of the City of Chicago, Inc. are partners in ONE,  
a joint venture created to trade single stock futures. Certain ONE employees also have minority interests in the joint venture. ONE is a  
for-profit entity with its own management and board of directors, and is separately organized as a regulated exchange. The Exchange  
contributed $0.8 million in capital to ONE during 2005. The Exchange had a receivable due from ONE of $0.9 million at December 31, 
2005. At December 31, 2005, the Exchange’s investment in ONE was $0.1 million after deducting our equity in ONE operating losses.

impairment charge for nsx – As is necessary under APB 18, which requires an adjustment to the carrying value of an asset when there  
is a decline (other than temporary) in the value of an asset that causes its current fair market value to be less than the carrying amount,  
the Exchange determined in the year ended December 31, 2005 that the value of its equity investment in NSX was impaired by $2.4  
million and consequently lowered the value of its investment to reflect the estimated fair market value of its ownership interest in NSX. The 
fair market value of the investment was based on the sale price for 153 (94% of its current investment) of the NSX certificates of proprietary 
membership it currently owns (see note 6). Management believes this sale price is a basis for approximating the fair value of its  
investment in NSX.

impairment charge for investment in derivatech, inc. – The Exchange executed a stock purchase agreement with Derivatech, Inc. on 
February 12, 1997 for the purpose of acquiring The Options Toolbox software education code. Since that time, the investment was  
carried at the cost of $315 thousand on the Exchange’s balance sheet. An impairment review concluded it was prudent to recognize the  
full impairment of the asset in 2005.

�. relAted PArties

The Exchange collected transaction and other fees of $191.2 million by drawing on accounts of the Exchange’s members held at OCC. 
The amount collected during 2005 included $42.1 million of marketing fees (see note 8). The Exchange had a receivable due from OCC of 
$15.2 million at December 31, 2005.

The Exchange incurred rebillable expenses on behalf of NSX, for expenses such as employee costs, computer equipment and office space 
of $3.8 million during 2005. The Exchange had a receivable from NSX of $931 thousand at December 31, 2005.

OPRA is a committee administered jointly by the six options exchanges and is authorized by the Securities and Exchange Commission to 
provide consolidated options information. This information is provided by the exchanges and is sold to outside news services and customers. 
OPRA’s operating income is distributed among the exchanges based on their relative volume of total transactions. Operating income distrib-
uted to the Exchange was $16.7 million during 2005. The Exchange had a receivable from OPRA of $4.4 million at December 31, 2005.
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notes to consolidAted finAnciAl stAteMents (continued)

The Exchange incurred administrative expenses of $3,600 for its affiliate, the Chicago Board Options Exchange Political Action Committee 
(the “Committee”), during 2005. The Committee is organized under the Federal Election Campaign Act as a voluntary, not-for-profit,  
unincorporated political association. The Committee is empowered to solicit and accept voluntary contributions from members and employees  
of the Exchange, and to contribute funds to the election campaigns of candidates for federal offices. 

�. leAses

The Exchange leases office space with lease terms remaining from seventeen months to twenty-five months as of December 31, 2005.  
Rent expenses related to leases for the year ended December 31, 2005 were $802 thousand. Future minimum lease payments under these 
noncancellable operating leases are as follows at December 31, 2005 (in thousands):  

2006   $ 694
2007    326
2008    10
Thereafter    0

total   $ �,0�0

5. eMPloyee Benefits

Eligible employees participate in the Chicago Board Options Exchange SMART Plan (the “SMART Plan”). The SMART Plan is a defined  
contribution plan, which is qualified under Internal Revenue Code Section 401(k). The Exchange contributed $4.3 million to the SMART 
Plan for the year ended December 31, 2005.

Eligible employees may participate in the Supplemental Employee Retirement Plan (the “SERP”) and Deferred Compensation Plan.  
The SERP and Deferred Compensation Plan are defined contribution plans that are nonqualified by Internal Revenue Code regulations.  
The Exchange contributed $1.3 million to the SERP for the year ended December 31, 2005. 

The Exchange also has a Voluntary Employees’ Beneficiary Association (“VEBA”). The VEBA is a trust, qualifying under Internal Revenue 
Code Section 501(c)(9), created to provide certain medical, dental, severance, and short-term disability benefits to employees of the 
Exchange. Contributions to the trust are based on reserve levels established by Section 419(a) of the Internal Revenue Code. During the 
year ended December 31, 2005, the Exchange contributed $5.6 million to the trust. 

�. coMMitMents And contingencies

In September 2000, the Exchange reached an agreement in principle to settle a consolidated civil class action lawsuit filed against the 
Exchange and other U.S. options exchanges and certain market maker firms. The Exchange agreed to pay $16.0 million, which has been 
paid in full and held in escrow pending approval of the settlement agreement by the U.S. District Court for the Southern District of New 
York. In October 2005, the Exchange and other settling parties reached a revised settlement that resolved certain disputes concerning the 
interpretation of certain provisions of the original settlement agreement. On February 8, 2006, the U.S. District Court preliminarily approved 
the revised settlement. Final approval is pending. As a result of the revised settlement, CBOE’s settlement amount was reduced to $9.3  
million. On February 22, 2006 CBOE received a refund of $7.1 million, including accrued interest. If final approval is denied, the settling 
parties will revert to their positions regarding the original settlement.

The Exchange is currently a party to various legal proceedings. Litigation is subject to many uncertainties, and the outcome of individual 
litigated matters is not predictable with assurance. After discussions with counsel, it is the opinion of management that the outcome of such 
matters will not have a material adverse impact on the consolidated financial position, results of operations or cash flows in the Exchange. 

�. incoMe tAxes 

A reconciliation of the statutory federal income tax rate to the effective income tax rate, for the year ended December 31, 2005 is as follows: 
 
 

  2005

Statutory federal income tax rate  35.0%   34.0%
State income tax rate, net of federal income tax effect  4.8   4.8 
Other permanent differences, net  5.4   12.1

effective income tax rate  �5.�%    50.�%

At December 31, 2005 and 2004, the net deferred income tax liability approximated (in thousands):
 

  2005   

Deferred tax assets $ 6,561  $ 7,448
Deferred tax liabilities  30,279   34,522

net deferred income tax liability $ ��,���  $ ��,0��

Deferred income taxes arise principally from temporary differences relating to the use of accelerated depreciation methods for income tax 
purposes, capitalization of software, funding of the VEBA trust and undistributed earnings from the Exchange’s investment in NSX.

Six Month Period  
Ended Dec. 31, 2004

Six Month Period  
Ended Dec. 31, 2004
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notes to consolidAted finAnciAl stAteMents (continued)

�. MArketing fee

Effective November 1, 2004, the Exchange re-instituted a new marketing fee program. As of December 31, 2005, amounts held by the 
Exchange on behalf of others included an accounts receivable balance of $3.6 million. 

�. PurchAse of chicAgo BoArd of trAde (cBot) exercise right PriVileges

On April 26, 2005, the Exchange initiated a purchase offer for a significant number of CBOT exercise right privileges. The exercise right  
privilege is a separately transferable interest representing the exercise right component of a CBOT Full Membership. The exercise right 
refers to the right of all CBOT Full Members to become Exchange members without the need to purchase an Exchange membership. In 
order to utilize the exercise right, the holder of an exercise right privilege must also hold all other rights and privileges represented by a 
CBOT Full Membership (including the interests issued in exchange for CBOT full memberships in the corporate restructuring of CBOT 
implemented effective April 22, 2005). The purchase offer was made in order to give regular members of the Exchange a greater interest 
in and control over the Exchange, to limit the number of members able to have access to the Exchange, and to provide the Exchange with 
more flexibility in managing its affairs. In May and June 2005, a total of 69 exercise right privileges were purchased at a price of $100,000 
per right. The $6.9 million total purchase price was paid utilizing working capital reserves. This amount is reflected net of tax benefits of 
$2.1 million on the consolidated statements of income and retained earnings.

�0. deferred reVenue

Effective October 1, 2004, the Exchange instituted a fixed transaction fee program. Under the plan, Designated Primary Market Makers 
(DPMs) and electronic DPMs (e-DPMs) may elect to pay a fixed annual fee instead of being assessed transaction fees on a per contract 
basis for their DPM, e-DPM, and Remote Market Maker transactions only in equity option classes. Six DPMs participated in the 2005 fixed 
fee program. The prepayment of the 2005 associated transaction fees totaled $10.5 million as of December 31, 2004, was recorded as 
unearned income. This amount was amortized and recorded as transaction revenues monthly during 2005. Prepayments for the 2006 fixed 
fee program were received in 2006.

In December 2005, the Exchange collected $7.9 million representing annual regulatory fees amortized over the twelve-month period of  
July 2005 through June 2006. The amount included in unearned income as of December 31, 2005 totaled $3.9 million.

��. suBsequent eVents

On February 3, 2006, ONE issued a capital call to the owners of ONE for a total amount of $2.7 million. On February 10, 2006, the 
Exchange paid $1.1 million to ONE, representing the Exchange’s share of the capital call. 

On March 15, 2006, Interactive Brokers Group LLC (IB) made a significant equity investment in ONE. IB is an electronic broker-dealer. 

On February 22, 2006 the Exchange and HedgeStreet Inc. announced a strategic alliance for the joint development of new products,  
sharing of technology services, and marketing and support of HedgeStreet’s products. Launched in 2004, HedgeStreet is a CFTC  
regulated exchange, a designated contract market, and a registered derivatives clearing organization. CBOE also made an equity  
investment in HedgeStreet. 

indePendent Auditors’ rePort

To the Board of Directors and Members of the Chicago Board Options Exchange, Incorporated and Subsidiaries:

We have audited the accompanying consolidated balance sheets of the Chicago Board Options Exchange, Incorporated and subsidiaries 
(the “Exchange”) as of December 31, 2005 and 2004, and the related consolidated statements of income and retained earnings and of 
cash flows for the year ended December 31, 2005 and for the six months ended December 31, 2004. These financial statements are the 
responsibility of the Exchange’s management. Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of America. Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material  
misstatement. An audit includes consideration of internal control over financial reporting as a basis for designing audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Exchange’s internal control 
over financial reporting. Accordingly, we express no such opinion. An audit includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by manage-
ment, as well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of the Exchange and its 
subsidiaries as of December 31, 2005 and 2004, and the results of its operations and its cash flows for the year ended December 31, 2005 
and for the six months ended December 31, 2004, in conformity with accounting principles generally accepted in the United States  
of America.

 
Chicago, IL
April 6, 2006
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election coMMittee

Joanne Moffic-Silver, 
Chairwoman
Jaime Galvan
Stanley E. Leimer

equity MArket  
PerforMAnce  
coMMittee 

John E. Smollen,  
Chairman
Mark D. Oakley,  
Vice Chairman
Thomas J. Berk, III
Henry Y. Choi
John J. Colletti
Richard S. Dooley
Michael G. Felty

Michael D. Freund
Kathryn M. Gallagher
Howard D. Gillman
Francis P. Gleason
Hector Godinez
James A. Gray
Benjamin R. Londergan
Jeffrey H. Melgard
Sean P. Moran
Kenneth D. Mueller
Jay A. Rosenbloom
Elizabeth A. Ruda
Matthew R. Shaffer
David R. Zalesky

equity oPtions  
Procedure 

Stuart J. Kipnes,  
Chairman
John J. Brucato
Anthony J. Carone
Daniel P. Carver
Steven M. Chilow
Stephen M. Dillinger
William J. Ellington
J. David Fikejs
Neil Fitzpatrick
James Gazis
Eric Henschel
Frank A. Hirsch
Bill Lynn
Benjamin E. Parker
Joseph P. Perona
Ethan H. Schwartz
Svebor Smolic
John H. Superson
Frank P. Tenerelli

exeMPtion coMMittee

Corey L. Fisher,  
Chairman
Patrick J. Caffrey
Sean Crozier
Todd A. McCarthy
S. Casey Platt
Matthew D. Schoen
Jasper Simkowski
Michael Suarez

fAcilities coMMittee

Richard W. Fuller, Jr., 
Chairman
Patrick M. Athern
Joseph P. Cullen
Robert Fabijanowicz
Jeffery I. Fried
Eric Hartin

Raymond F. Hurley
Andrew Keene
John P. Lourigan
Mark T. Malueg
John F. McDermott
Joseph M. O’Donnell
John O’Grady
Gregg A. Prskalo
James P. Rouzan
Neel Shah
Adam Walls

finAnciAl PlAnning 
coMMittee 

Bradley G. Griffith, 
Chairman
Peter Brown
Dennis A. Carta
Frank L. Catris
Alan J. Dean
Fred O. Goldman
James A. Gray
Frank A. Hirsch
Jeffrey T. Kaufmann
I. Patrick Kernan
Gavin M. Lowery
J.T. Lundy
William R. Power
Peter H. Schulte
Michael Suh
Margaret E. Wiermanski

finAnciAl regulAtory 
coMMittee 

Margaret E. Wiermanski, 
Chairwoman
Matthew D. Abraham
David J. Barclay
Lawrence J. Bresnahan
Patricia L. Cerny
Michael P. Doherty
Kristine M. Donnelly
Peter Dorenbos
Michael G. Felty
Mark E. Gannon
Linda  C. Haven
Andrew J. Naughton
Steven A. O’Malley
Michael D. Pierson
Patricia A. Pokuta
Janice T. Rohr
Jacqueline L. Sloan

floor directors  
coMMittee 

Edward T. Tilly,  
Chairman

stAnding coMMittees of the BoArd

coMMittees of the MeMBershiP
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Mark F. Duffy
Jonathan G. Flatow
Bradley G. Griffith
Stuart J. Kipnes
William R. Power
John E. Smollen

floor officiAls  
coMMittee 

Raymond P. Dempsey, 
Chairman
Craig R. Johnson,  
Vice Chairman
Alexander Ackerhalt
Patricia M. Bachman
Nevin J. Barrett
Edward F. Bretter
Patrick J. Caffrey
James K. Corsey
Andrew R. Elwell
Damon M. Fawcett
Corey L. Fisher
Thomas Foertsch
Michael J. Hayes
John T. Kark
Ronald M. Pittelkau
Burt J. Robinson
Duncan Robinson
Beverly Shaw
George F. Stafford, Jr.
Daniel C. Zandi
Robert Zaremba

index floor Procedure 
coMMittee 

Richard J. Tobin,  
Chairman
James W. Lynch,  
Vice Chairman
Lawrence S. Beebe
Terrence J. Brown
Richard Cichy
Steven Climo
Brian M. Connelly
Brian Cotter
James D. Coughlan
Robert Duddy
Jacques F. Fernandes
Matthew J. Filpovich
Jonathan G. Flatow
Martin Galivan
Sean W. Haggerty
Charles F. Imburgia
Jeffrey S. Latham
Emmanuel L. Liontakis
David J. Masino
Michael P. McGuire
Steven J. Pettinato
Michael R. Quaid
Keith Siemiawski
James D. Sullivan
Scott F. Tinervia

index MArket  
PerforMAnce  
coMMittee 

Dennis A. Carta,  
Chairman
Joseph F. Sacchetti, 
Vice Chairman
Stephen B. Borkowski
Donald C. Cullen
David A. Filippini

Jonathan G. Flatow
Robert A. Hocking
Paul Kepes
I. Patrick Kernan
Jeffrey L. Klein
Todd A. Koster
Samuel J. Kruis
Charles A. Maylee
Daniel F. McHugh
David R. Melam
Timothy M. Murphy
Christopher Nevins
Michael P. Perillo
Douglas W. Prskalo
Keith G. Siemiawski
Thomas J. Siurek
Gerard G. Sullivan

lessors coMMittee

William R. Power,  
Chairman
John M. Streibich,  
Vice Chairman
Lawrence J. Blum
David B. Carman
Steve Fanady
Peter C. Guth
Paul J. Jiganti
Ruth I. Kahn
Robert Kalmin
Stuart D. Katz
Jeffrey Kirsch
Michael M. Mondrus
Robert Murtagh
Michael Post
Robert Silverstein

MArketing coMMittee

Jack Kennedy,  
Chairman
Terrence J. Andrews
Kenneth J. Bellavia
Richard H. Bode
Edward G. Boyle
Peter Brown
Jonathan G. Flatow
Louis Friedmann
Richard W. Fuller, Jr.
Robert B. Gianone
John Kark
Jeffrey H. Melgard
Larry D. Mertz
Greg Oakley
Joseph Sellitto
Lawrence Shover
Gary Sjostedt
William Vachuska

MArketing fee  
oVersight coMMittee 

Kenneth D. Mueller, 
Chairman
Brian R. Cappelletto
John J. Colletti
Frank A. Hirsch
Neil T. Kazaross
John A. Kinahan
Craig R. Luce
Gregory R. Tilly

MeMBer firM  
Procedures 

Jeffrey T. Kaufmann, 
Chairman

Betty Ann Alter
Randall Blaugh
Peter Bottini
Jeffrey J. Bughman
Daniel P. Carver
Steven M. Chilow
David Creagan
Raymond P. Dempsey
Bob Duddy
Francis P. Gleason
Richard Graziadei
Dann C. Hansen
Peter J. Heinz
Jeffrey S. Kantor
Stuart J. Kipnes
Daniel Mandernach
Patrick J. McDermott
Gerald T. McNulty
David F. Miller, Jr.
Timothy Watts
Alan Zahtz

MeMBershiP coMMittee

Mark F. Duffy,  
Chairman
Mary Rita Ryder,  
Vice Chairwoman
Ann L. Bartosz
Robert R. Fabijanowicz
Matthew J. Filpovich
Ian R. Galleher
Robert B. Gianone
Joseph J. Gregory
Michael J. Guzy, Jr.
Charles F. Imburgia
John J. Karp
John F. McDermott
Jeffrey H. Melgard
Lloyd William  
  Montgomery
Steven Padley
Gregg M. Rzepczynski
Stuart D. Saltzberg
Thomas E. Stern
Robert J. Wasserman

Modified trAding  
systeM (Mts)  
APPointMents  
coMMittee 

Daniel P. Carver,  
Chairman
Richard W. Fuller, Jr., 
Vice Chairman
Anthony P. Arciero
John F. Burnside
Douglas H. Edelman
Joseph A. Frehr 
Gerald T. McNulty
Joseph P. Perona
John E. Smollen
Elizabeth C. Steigmann
Edward T. Tilly

noMinAting coMMittee

Gerald T. McNulty, 
Chairman
Terrence J. Andrews
Lawrence J. Blum
Anthony J. Carone
Daniel P. Carver
Thomas Durkin
Timothy P. Feeney
Donald P. Jacobs

Kenneth D. Mueller
Nickolas J. Neubauer

oPtions on sPdrs floor 
Procedure coMMittee 

Jonathan G. Flatow, 
Chairman
Patrick Athern
Terrance G. Boyle
Dennis A. Carta
William J. Ellington
Timothy P. Feeney
Matthew J. Filpovich
Mark R. Fluger
Christopher Gust
Paul Kepes
John J. Massarelli
Timothy S. McGugan
David F. Miller, Jr.
Steven J. Pettinato
Richard J. Tobin

Product deVeloPMent 
coMMittee 
new Product  
subcommittee: 
Boris Furman,  
Chairman
Anthony J. Carone,  
Vice Chairman
Justin J. Biebel
Jonathan M. Costello
Lawrence N. Gage
Michael Gallagher
James A. Gray
Todd W. Jones
I. Patrick Kernan
Gary P. Lahey
Peter MacLean
Brian M. Morgan
Martin P. O’Connell
Daniel J. Quinn
Dominic J. Salvino
Ilan J. Shalit
Robert C. Sheehan
Sean S. Truett
stock selection  
subcommittee: 
Boris Furman,  
Chairman
David C. Adent,  
Vice Chairman
Henry Y. Choi
Geoffrey D. Fahy
J. David Fikejs
Hector Godinez
Steven M. Lockwood
Brock R. McNerney
Steven D. Mennecke
Timothy E. O’Donnell
Scott A. Resnick
John D. Rickard
Marc E. Rothman
Antanas Siurna
Kevin S. Sullivan
Jonathan L. Wilcox
William P. Yerby
Edmund J. Zarek

sPeciAl Product  
AssignMent coMMittee 

Edward T. Tilly,  
Chairman
Dennis A. Carta

Daniel P. Carver
Jonathan G. Flatow
Boris Furman
Bradley G. Griffith
Stuart J. Kipnes
Mark D. Oakley
John E. Smollen
Richard J. Tobin

sPx floor Procedure 
coMMittee 

Timothy P. Feeney, 
Chairman
Salvatore J. Aiello,  
Vice Chairman
Joshua D. Aling
Eoin T. Callery
S. Mark Cavanagh
Ronald K. Grutzmacher
Scott Patrick Hawley
Michael J. Hayes
I. Patrick Kernan
Colby Lamberson
Richard T. Marneris
John J. Massarelli
Timothy S. McGugan
Sean P. McKeough
Brian L. Meister
Christopher Nevins
Raymond W. Owens
Thomas J. Pradd, Jr.
Daniel J. Quinn
David A. Scatena
Joseph S. Sullivan
Alvin G. Wilkinson

stoc Procedure  
coMMittee 

John E. Smollen,  
Chairman
Richard S. Dooley
John P. Finnegan
John P. Lourigan
James Michuda
Pedro Santos

systeMs coMMittee

Jonathan G. Flatow, 
Chairman
Mark A. Esposito,  
Vice Chairman
Steven Balz
Jacob D. Bricker
John J. Brucato
Jack Cowden
Robert T. Cummings
William J. Ellington
Mohamed H. El-Ruby
Steve Fanady
Richard W. Fuller, Jr.
Peter J. Heinz, III
Robert A. Hocking
John J. Kaminsky
John J. Massarelli
David F. Miller, Jr.
Thomas J. Neil
John E. (Jack) O’Donnell
William J. O’Keefe
Steven J. Pettinato
Gregg A. Prskalo
David B. Schmueck
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futures trAding  
Procedure coMMittee 

Anthony J. Carone,  
Chairman
Barton D. Bergman
Lawrence J. Blum
Edward Boyle
Eric H. Chern
Boris Furman
Anderson Groover
Thomas P. Halliday
Gerald T. McNulty

Benjamin E. Parker
Steven J. Pettinato
Devesh Shah
J. Slade Winchester

�005 BoArd of 
directors

william J. Brodsky 
Chairman and Chief 
Executive Officer
Chicago Board Options 
Exchange

Michael gorham
Professor of Finance
Illinois Institute of 
Technology
Former CFTC Director 
of Division of Market 
Oversight

edward J. Joyce 
President and Chief 
Operating Officer
Chicago Board Options 
Exchange

thomas kloet
Senior Vice President 
and Chief Operating 
Officer
Fimat USA, Inc.

gerald Mcnulty
Managing Director
Merrill Lynch, Pierce, 
Fenner & Smith, Inc.

susan M. Phillips 
Dean
School of Business and 
Public Management
The George Washington
University
Former CFTC Chairman

edward t. tilly
Vice Chairman
Chicago Board Options 
Exchange

cBoe futures exchAnge

ABN AMRO Sage  
 Corporation 
ADP Clearing &  
 Outsourcing Services   
 Inc. 
A.G. Edwards & Sons, Inc. 
Banc of America  
 Securities, LLC 
Bear, Stearns Securities  
 Corp. 
BNP Paribas Brokerage  
 Services, Inc. 
Calyon Financial Inc. 
Charles Schwab  
 & Co., Inc.
CIBC World Markets   
 Corp.
Citigroup Global  
 Markets Inc. 

Compass Professional   
 Services Inc.
Credit Suisse First   
 Boston LLC
Daiwa Securities   
 America Inc.
Deutsche Bank  
 Securities Inc.
Electronic Brokerage   
 Systems, Inc.
Fimat Preferred LLC
Fimat USA, Inc.
First Clearing, LLC
Goldman Sachs & Co.
Goldman Sachs  
 Execution & Clearing LP
HSBC Securities (USA)   
 Inc.
Interactive Brokers LLC

J.J.B. Hilliard, W.L.   
 Lyons, Inc.
J.P. Morgan Securities,   
 Inc.
KV Execution Services   
 LLC
Lakeshore Securities, LP
Lehman Brothers, Inc.
Lek Securities  
 Corporation
Man Securities Inc.
Merrill Lynch, Pierce,   
 Fenner & Smith/  
 Broadcort Execution   
 Services
Merrill Lynch, Pierce,   
 Fenner & Smith Inc.
Merrill Lynch  
 Professional Clearing   
 Corp.

Morgan, Keegan &   
 Company, Inc.
Morgan Stanley & Co.,   
 Incorporated
Morgan Stanley DW Inc.
National Financial   
 Services LLC
National Investor  
 Services Corp.
Nomura Securities   
 International, Inc.
O’Connor & Co. LLC
Oppenheimer & Co. Inc.
Penson Financial  
 Services, Inc.
Pershing LLC
Raymond James &  
 Associates, Inc.
RBC Capital Markets   
 Corporation

RBC Dain Rauscher Inc.
Refco Securities, LLC
Robert W. Baird & Co.   
 Incorporated
SG Americas Securities,  
 LLC
Stephens Inc.
Stifel, Nicolaus &  
 Company,  Incorporated
Timber Hill LLC
Tradelink LLC
TradeStation Securities   
 Inc.
UBS Financial Securities  
 Inc.
UBS Securities LLC
Ziv Investment Company

cleAring MeMBer firMs

Business Model  
tAsk force 

James R. Boris,  
Chairman
Mark F. Duffy
Duane R. Kullberg
Scott P. Marks, Jr.
William R. Power
Edward T. Tilly

coMPetition  
tAsk force

Edward T. Tilly,  
Chairman
Richard G. DuFour
Angelo Evangelou
Jonathan G. Flatow
Eric Frait

Christopher Gust
Stuart J. Kipnes
Daniel P. Koutris
Andrew Lowenthal
Anthony Montesano
Angela Redell
Philip M. Slocum
Eileen Smith
John E. Smollen

exercise right  
working grouP 

William J. Brodsky,
Chairman
James R. Boris
Alan J. Dean
Mark F. Duffy
Richard G. DuFour

Daniel P. Koutris
William R. Power
John E. Smollen
Eugene S. Sunshine
Edward T. Tilly

tAsk forces

MAnAging directors 
coMMittee 

Joseph Bile
Oppenheimer & Co. Inc.

James Boland
Scottrade, Inc.

Jeffrey Capretta
Bear, Stearns & Co., Inc. 

Joseph Dattolo
Pershing LLC

Richard Gueren
Morgan Stanley & Co., 
Incorporated 

Lawrence Hanson
ABN AMRO

David Kalt
optionsXpress  
Holdings, Inc. 

Ronald Kessler
A.G. Edwards, Inc.

Edward Lynn
UBS Financial Services

James P. MacGilvray
Fidelity Brokerage 
Company

Anthony McCormick
Charles Schwab Corp.

Andrew McLeod
Citigroup Derivatives 
Execution

Kurt Muller
National Financial 
Services LLC

Kevin Murphy
Citigroup Global  
Markets Inc.

Christopher Nagy
Ameritrade/Advanced 
Clearing 

Henry Nothnagel
Wachovia Securities, 
LLC

Frank O’Connor
J.P. Morgan Securities, 
Inc. 

Michael Perry
Merrill Lynch & Co., Inc.

Joseph Sellitto
E*Trade Financial 
Corporation

Thomas Stotts
RBC Dain Rauscher Inc. 

J.P. Xenakis
Goldman Sachs & Co. 

AdVisory coMMittee
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executiVe

william J. Brodsky 
Chairman and Chief 
Executive Officer

edward t. tilly
Vice Chairman 

edward J. Joyce
President and Chief 
Operating Officer

Business 
deVeloPMent 

edward l. Provost
Executive Vice  
President

thomas A. Brady 
Vice President 
Member Trading 
Services

cynthia elsener
Vice President
Internet Marketing

daniel r. hustad
Vice President
Market Quality  
Assurance and  
DPM Administration

Andrew B. lowenthal
Vice President
Business Development

Matthew t. Moran
Vice President 
Institutional Marketing

debra l. Peters
Vice President
The Options Institute

william J. white, Jr. 
Vice President 
Member Trading 
Services

cBoe futures exchAnge

Patrick fay
Vice President and 
Managing Director

corPorAte 
coMMunicAtions 

carol e. kennedy 
Vice President

corPorAte PlAnning 
And reseArch 

richard g. dufour
Executive Vice  
President

eric frait
Vice President
Strategic Planning

Joseph levin 
Vice President 
Research and Product 
Development

finAnce And 
AdMinistrAtion 

Alan J. dean 
Executive Vice  
President and Chief 
Financial Officer

luAnn o’shea
Vice President
Facilities

donald r. Patton
Controller and  
Vice President 
Accounting

James P. roche 
Vice President 
Market Data Services

deborah woods
Vice President
Human Resources

legAl

Joanne Moffic-silver
Executive Vice  
President, General 
Counsel and Corporate 
Secretary

Arthur B. reinstein
Deputy General Counsel

J. Patrick sexton
Associate General 
Counsel

regulAtory 
serVices 

timothy h. thompson
Senior Vice President 
and Chief Regulatory 
Officer

douglas Beck
Vice President
Market Regulation

lawrence J. Bresnahan 
Vice President
Member Firm  
Regulation

Margaret williams
Vice President
Regulatory Development

systeMs

gerald t. o’connell
Executive Vice  
President and Chief 
Information Officer

James J. neceda
Vice President
Systems Development

Mark s. novak 
Vice President and  
Chief Technology  
Officer 
Systems Development

larry l. Pfaffenbach
Vice President
Systems Planning

roberta J. Piwnicki 
Vice President 
Systems Development

gautam roy
Vice President
Software

curt schumacher
Vice President and  
Chief Technology 
Officer
Systems Operations

trAding oPerAtions

Philip M. slocum 
Executive Vice  
President

gail flagler
Vice President
Reporting Services

John t. Johnston
Vice President
Execution and Reporting 
Services

thomas P. knorring 
Vice President 
Trade Processing

Anthony Montesano
Vice President
Trading Systems  
Development

Michael todorofsky
Vice President
Market Operations

timothy t. watkins
Vice President
Trading Systems  
Development

executiVe officers And stAff officiAls

CBOE,® Chicago Board 
Options Exchange,® 
CBOEdirect ,® CBOE 
Volatility Index,® VIX,® 
PowerPacks® and OEX® 
are registered trade-
marks, and SPX,SM  
BXM,SM BXD,SM BXN,SM 
Gas At The Pump,SM 
Hybrid,SM XSPSM and 
WeeklysSM are service 
marks of Chicago Board 
Options Exchange, 
Incorporated.  

CBOE Futures ExchangeSM 
and CFESM are service 
marks of CBOE Futures 
Exchange, LLC.  

Dow Jones,® DIAMONDS,® 
and DJIA® are registered 
trademarks, and 
Dow Jones Industrial 
AverageSM  and Options 
on the DowSM are service 
marks of Dow Jones 
& Company, Inc., and 
have been licensed for 
certain purposes by 
Chicago Board Options 
Exchange, Incorporated.  
Options based on Dow 
Jones Indexes are not 
sponsored, endorsed, 
sold or promoted by 
Dow Jones, and Dow 
Jones makes no repre-
sentation regarding the 

advisability of investing 
in such products. 
 

The Nasdaq Stock  
Market,® Nasdaq-100,® 
Nasdaq-100 Index,® 
Nasdaq,® Nasdaq-100 
Shares,SM Nasdaq-100 
Index Tracking Stock,® 
NDX® and Nasdaq-100 
TrustSM are trademarks 
of The Nasdaq Stock 
Market, Inc. The  
Nasdaq-100 Index® is  
determined, composed 
and calculated by  
Nasdaq without regard 
to CBOE, the Nasdaq-
100 Trust,SM or the 

beneficial owners of 
Nasdaq-100 Shares.SM  
The corporations make 
no warranty, express or 
implied, and bear no 
liability with respect to 
the Nasdaq-100 Index,® 
its use, or any data 
included therein. 

Russell 1000® and  
Russell 2000® are 
registered trademarks 
of The Frank Russell 
Company.  

Standard & Poor’s,® 
S&P,® S&P 100® and 
S&P 500® are registered 

trademarks of The  
McGraw-Hill Companies, 
Inc. and are licensed for 
use by Chicago Board 
Options Exchange, 
Incorporated.

©2006 Chicago Board 
Options Exchange, 
Incorporated.
All rights reserved.
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