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OATH OR AFFIRMATION
1, DAVID DURY , twear {or stfirm) that, to the best of my :
knowledge end belief the sccompanying financial statement and supporting schadules pertaining r
to the firm of OPTION OPPORTUNITIES A of _DECEMBER 31 J8K_2006
sre true and correct. | further swear (or sffirm} thot neither the company nor any pariner,
propristor, principal officer or director has any proprietary intsrest in any sccount clessified
solely as that of a customer, except &8 follows:
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Notary Public

This report ** contains (check all applicable boxes):

{(a) Facing pege
{b) Statement of Financial Condition
{c} Statement of Income (lots)
{d) Ststement of Changes in Financia! Condition
{¢) Statement of Changes in Stockholders’ Equity or Partners’ of
Sole Propristor's Capital.

{f} Staxsment of Changes in Liabilities Subordingted to Claima of Creditors, [
(g} Computation of Nat Capital
(h) Computstion for Detsrmination of Reserve Requirements Pursuant
. to Rule 1533,
(i} Information Relating to the Possession or Control Requirements

Under Ruls 15¢3-2. :
(i) A Reconcilistion, including appropriste expisnation, of the pu

Computation of Net Capital Under Ruie 15¢3-1 and the

Computation for Detarmination of the Reserve Requirements

Under Exhibit A of Rule 15¢3-3.
(k) A Reconcilistion between the audited and unaudited Statements

of Financisl Condition with respect to methods of consalidation,
{1) An Osth or Affirmation
{m) A copy of the SIPC Supplemental Report @
{n) A report describing sny material insdequacies found to exist or '

found to have existed since the date of the previous audit.
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REPORT OF INDEPENDENT AUDITORS

The Stockholder
Option Opportunities Company

We have audited the accompanying statement of financial condition of Option Opportunuties Company
(an Illinois “S” Corporation) as of December 31, 2006, and the related statements of income, changes in
stockholder’s equity and cash flows, for the year then ended. These financial statements are the
responsibility of the Company’s management. Qur responsibility is to express an opinion on these
financial statements based on our audit.

We conducted our audit 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 examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all matenal respects, the
financial position of Option Opportunities Company as of December 31, 2006, and the results of its
operations and its cash flows for the year then ended, in conformity with accounting principles generally
accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken
as a whole. The accompanying additional information on page 9 is presented for purposes of additional
analysis and is not a required part of the basic financial statements, but is supplementary information
required by Rule 172-5 under the Securities and Exchange Act of 1934. Such additional information has
been subjected to the auditing procedures applied in the audit of the basic financial statements and, in
our opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a

whole.
WEISS & COMPANY LLP
Glenview, Illinois
February 23, 2007
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OPTION OPPORTUNITIES COMPANY
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2006

ASSETS

Due from broker
Securities owned, at market value:

Trading

CHX Holdings

Other assets

Total assets

Liabilities:

LIABILITIES AND STOCKHOLDER'S EQUITY

Securities sold but not yet purchased, at market value
Due to broker
Accounts payable

Total liabilities

Stockholder's equity:
Common stock - no par value; 1,000 shares
authorized, 100 shares issued and outstanding
Retained earnings

Total stockholder's equity

Total liabilities and stockholder's equity

298,050

62,218,639
91,000

15,000

62,622,689

40,022,828
3,605,793

771,929

44,400,550

85,000

18,137,139

18,222,139

62,622,689

The accompanying notes are an integral part of these financial statements.
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OPTION OPPORTUNITIES COMPANY

STATEMENT OF INCOME

FOR THE YEAR ENDED DECEMBER 31, 2006

Revenue:
Investment gains
Interest and dividend income

$ 4,601,125

1,071.451

Total revenue 5,672.576
Expenses:

Employee compensation 367,928
Officer compensation 528,311
Payroll taxes 40,245
Profit shaning expense 44,000
Consulting services 1,340,303
Brokerage fees 505,868
Interest expense 1,408,953

Other operating expenses

Total expenses
Income before state income tax

Provision for state income tax

Net income

535,012

4,770,620
901,956

19,443

s 882513

The accompanying notes are an integral part of these financial statements.




OPTION OPPORTUNITIES COMPANY
STATEMENT OF CHANGES IN STOCKHOLDER'S EQUITY

FOR THE YEAR ENDED DECEMBER 31, 2006

Common Retained
Stock Earnings Total
Balance, December 31, 2005 $ 85,000 $ 17,254,626 $ 17,339,626
Net income for the year - 882,513 882,513
Balance, December 31, 2006 $ 85,000 $ 18,137,139 $ 18,222,139

The accompanying notes are an integral part of these financial statements.
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OPTION OPPORTUNITIES COMPANY

STATEMENT OF CASH FLOWS

®
FOR THE YEAR ENDED DECEMBER 31, 2006
@
Cash flows from operating activities:
Net income $ 882,513
PN Adjustments to reconcile net income to net cash
from operating activities:
(Increase) in securities owned (29,612,321)
Decrease in receivable from broker 13,406,790
Increase in securities sold but not yet purchased 11,091,429
o Increase in payable to broker 3,605,793
Increase in accounts payable 625,796
Cash flows used in operating activities -
° Change in cash -
Cash - beginning of year -
(] Cash - end of year g -
Supplemental disclosure of cash flow information:
° Interest paid § 1,408,953
State income tax paid 3 22,668
o
©
1) The accompanying notes are an integral part of these financial statements.
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OPTION OPPORTUNITIES COMPANY
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2006

o Note 1 — Nature of Business and Summary of Significant Accounting Policies

Nature of Business

Option Opportunities Company (an Illinois “S” Corporation) is a broker-dealer

registered with the Securities and Exchange Commission and is a member of the
PN Chicago Stock Exchange. The Company trades securities for its own account.

Marketable Securities - Investment in CHX Holdings

This security has been classified as available for sale and is stated at fair value,
(which approximates cost). Unrealized holding gains and losses are included as a
component of shareholder’s equity until realized. Changes in unrealized holding gain
and losses are included in comprehensive income. Realized gains and losses are
included in other income or expense. The cost of securities sold is based on the
specific identification method.

PY Securities Transactions
Proprietary securities transactions in regular-way trades are recorded on the trade date,
as if they had settled. Profit and loss arising from all securities and commodities
transactions entered into for the account and risk of the company are recorded on a
trade date basis.

o Amounts receivable and payable for securities transactions that have not reached their
contractual settlement date are recorded net on the statement of financial condition.

Marketable securities are valued at market value. The resulting difference between cost
and market (or fair value) is included in income.

Commissions
Commissions and related clearing expenses are recorded on a trade-date basis as
securities transactions occur.

0o Income Taxes
The Company, with the consent of its stockholder, has elected under the Internal
Revenue Code to be treated as an S Corporation for federal income tax reporting
purposes. In lieu of corporation federal income taxes, the stockholders of an S
Corporation are taxed on their proportionate share of the Company’s taxable income.
0 Therefore, no provision or liability for federal income taxes has been included in the
financial statements. The Company is liable for state replacement income tax.




OPTION OPPORTUNITIES COMPANY
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2006

Note 1 — Nature of Business and Summary of Significant Accounting Policies (Continued)

Use of Estimates

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting periods. Actual results could differ from
those estimates.

Financial Instruments

The Company has sold securities that it does not currently own and will therefore be
obligated to purchase such securities at a future date. The Company has recorded these
obligations in the financial statements at December 31, 2006, at market values of the
related securities and will incur a loss if the market value of the securities increases
subsequent to December 31, 2006.

Concentrations of Credit Risk

The Company is engaged in various trading and brokerage activities in which
counterparties primarily include broker-dealers, banks, and other financial institutions.
In the event counterparties do not fulfill their obligations, the Company may be exposed
to risk. The risk of default depends on the creditworthiness of the counterparty or
issuer of the instrument. It is the Company’s policy to review, as necessary, the credit
standing of each counterparty.

Note 2 - Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net
Capital Rule, which requires the maintenance of minimum net capital and requires that
the ratio of aggregate indebtedness to net capital, both as defined, shall not exceed 15 to
1. At December 31, 2006, the Company had net capital of $11,144,756 and required
net capital of $100,000. The Company’s net capital ratio was .069 to 1.



OPTION OPPORTUNITIES COMPANY
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2006

Note 3 — Securities Owned and Sold But Not Yet Purchased

Marketable securities owned and sold but not yet purchased consist of trading and
investment securities at quoted market values, as follows below:

Sold But Not

Owned Yet Purchased

Corporate stocks Y 60,594,862 $ 39,882,578
Corporate bonds -0- -0-
Options 1,623,777 140,250
Totals $ 62,218,639 $ 40,022,828

Note 4 - Employees’ Profit Sharing Plan
The Company sponsors a profit sharing plan for the benefit of all eligible employees.
The contributions to the plan are made at the discretion of the Board of Directors.
The Company’s contribution for 2006 was $44,000.

Note 5 - Other Assets
The Company has a Joint Back Office (JBO) Clearing Agreement with Bear Stearns

Securities,. The Agreement allows JBO participants to receive favorable margin
treatment as compared to the full customer margin requirements of Regulation T.

Note 6 - Related Party Transaction

The Company made a $100,000 charitable contribution to a private foundation that
was created and is administered by the owner of the company.



ADDITIONAL INFORMATION




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART IIA

BROKER OR DEALER: Options Opportunities

as of: December 31, 2006

COMPUTATION OF NET CAPITAL

1. Total ownership equity from Statement of Financial Condition s 18,222,138 | 3480 |
2. Deduct ownership equity not allowable for net capital 0 | 3480
3. Total ownership equity qualified for Net capital 18,222,138 | 3500'|
4, Add:
A, Liabilities subordinated to claims of general creditors allowable in computation in net capitat 0 | 3520
B. Other (deductions) or allowabla credits {List) 0 | 3625
5. Total caplital and allowable subordinated liabllities 18,222,138 [3530 |
6. Deductions and/or charges:
A. Total non-allowable assets from Statement of Financiat
Condition [Notes B and C) ' $ 106,000 | 3540
B. Secured demand note deficiency 0 | 3590
C. Commodity futures contracts and spot commodities
proprietary capital charges 0 | 3600
D. Other deductions and/or charges 0 | 3510 (106,000} [ 3620‘|
7. Other additions and/or allowable credits (List) Q I 3830 |
B. Net Capital before haircuts on securities positions 18,116,138 [Wl
9. Halrcuts on securities: {computed, where applicable, pursuant fo 15¢3-1(f):
A. Contractual securites commiitmants 4 0 | 3660
B. Subordinated securities borrowings 0- | 3670
C. Trading and investment securities: .
1. Exempled securities 0 | 3735
2. Debt securities 0] 3733
3. Options .0 | 3730
4. Other securities 6,214,059 | 3734
D. Undue concentration 757,323 | 3850 :
E. Other (list) 0 | 3736 (6.971,382) [ 3740 |
10, Net Capital $ 11,144,756 | 3750
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Independent Auditors' Supplementary
ki Report on Internal Control Structure

The Stockholder
Option Opportunities Company

0
In planning and performing our audit of the financial statements and supplemental schedule of
Option Opportunities Company (the Company), for the year ended December 31, 2006, we
considered its internal control, including control activities for safeguarding securities, in order
to determine our auditing procedures for the purpose of expressing our opinion on the financial
o statements and not to provide assurance on internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we
have made a study of the practices and procedures followed by the Company including tests of
such practices and procedures that we considered relevant to the objectives stated in rule 17a-

o 5(g) in making the periodic computations of aggregate indebtedness and net capital under Rule
17a-3(a)(11) and for determining compliance with the exemptive provisions of rule 15¢3-3.
Because the Company does not carry securities accounts for customers or perform custodial
functions relating to customer securities, we did not review the practices and procedures
followed by the Company in any of the following:

0
1. Making quarterly securities examinations, counts, verifications, and comparisons.
2. Recordation of differences required by rule 17a-13.
o 3. Complying with the requirements for prompt payment for securities under Section 8 of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve
System.

The management of the Company is responsible for establishing and maintaining internai
o control and the practices and procedures referred to in the preceding paragraph. In fulfilling
this responsibility, estimates and judgments by management are required to assess the expected
benefits and related costs of controls and of the practices and procedures referred to in the
preceding paragraph and to assess whether those practices and procedures can be expected to

10
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achieve the SEC’s above-mentioned objectives. Two of the objectives of internal control and
the practices and procedures are to provide management with reasonable, but not absolute
assurance that assets for which the Company has responsibility are safeguarded against loss
from unauthorized use or disposition and that transactions are executed in accordance with
management's authorization and recorded properly to permit the preparation of financial
statements in accordance with generally accepted accounting principles. Rule 17a-5(g) lists
additional objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in internal control or the practices and procedures referred to
above, error or fraud may occur and not be detected. Also, projection of any evaluation of
them to future periods is subject to the risk that they may become inadequate because of
changes in conditions or that the effectiveness of their design and operation may deteriorate.

Our consideration of internal control would not necessarily disclose all matters in internal
control that might be material weaknesses under standards established by the American
Institute of Certified Public Accountants. A material weakness is a condition in which the
design or operation of the specific internal control components does not reduce to a relatively
low level the risk that error or fraud in amounts that would be material in relation to the
financial statements being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions. However, we noted
no matters involving internal control, including control activities for safeguarding securities,
that we consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the SEC to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and related regulations, and that practices
and procedures that do not accomplish such objectives in all material respects indicate a
material inadequacy for such purposes. Based on this understanding and on our study, we
believe that the Company's practices and procedures were adequate at December 31, 2006, to
meet the SEC’s objectives.

This report is intended solely for the information and use of the stockholder, management, the
SEC, the National Association of Securities Dealers, and other regulatory agencies that rely on
rule 17a-5(g) under the Securities Exchange Act of 1934 in their regulation of registered
brokers and dealers, and is not intended to be and should not be used by anyone other than
these specified parties.

WEISS & COMPANY LLP

Glenview, Illinois
February 23, 2007
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