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THE OPTIONS CLEARING CORPORATION
RISK COMMITTEE CHARTER

.  PURPOSE

The Board of Directors of OCC (the “Board”) has established a Risk Committee
(the “Committee”) to assist the Board in overseeing the Corporation’s policies
and processes for identifying and addressing strategic, operational and financial
(i.e., credit, market, liquidity and systemic) risks. The Committee is responsible
for overseeing the overall enterprise risk management framework implemented
by management, including reviewing material policies and processes relating to
(i) membership criteria and financial safeguards, (ii) member and other
counterparty risk exposure assessments, (iii) liquidity requirements and
maintenance of financial resources, (iv) risk modeling and assessments, and (v)
default management planning. The Committee is also responsible for performing
those functions delegated to the Committee under the Corporation’s By-Laws
and Rules.

. MEMBERSHIP AND ORGANIZATION

A. Composition. The Committee shall consist of the Executive Chairman, the
Member Vice Chairman, and three or more Member Directors appointed
annually by the Board. At least one member of the Committee shall be a
Public Director. The Board may remove or replace any member of the
Committee at any time. The Committee shall be chaired by a Public
Director. In the absence of the Chair at any meeting of the Committee,
those members of the Committee present shall designate a Committee
member to serve as the Acting Chair.

B. Meetings. Generally, the Committee will meet at least seven times a year.
Other meetings may be called by the Chair as circumstances dictate. The
Committee Chair or its designee, in consultation with management as well
as the Corporate Secretary, shall establish the agenda for Committee
meetings. The members of the Committee may ask members of
management or others to attend the meeting and provide pertinent
information as is necessary. The Committee may call executive sessions
from which guests of the Committee may be excluded. The Chair shall
determine whether minutes of executive sessions are to be maintained,
taking into consideration the sensitivity of the matters to be discussed and
the possibility that candor might be limited if minutes are maintained.
Members of the Committee may participate in meetings by means of a
conference telephone call or other means of communication that allows all
participants in the meeting to hear each other.
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The Committee shall meet at least annually with the Chief Risk Officer and
any other corporate officers the Committee deems appropriate in separate
executive sessions to discuss any matters that either side believes should
be discussed privately.

A Committee member shall recuse himself from any matter in which his
firm has an interest, other than a common interest shared with Clearing
Members generally or a particular class of Clearing Members.

Quorum. A majority of the Committee members shall constitute a quorum
for the transaction of business.

. Minutes and Reports. Except as otherwise noted above, the Committee

shall maintain minutes of all Committee meetings and shall make such
reports to the Board as deemed necessary or advisable. Copies of
Committee minutes shall be circulated to the Board. On an annual basis,
the Committee shall provide a report to the Board summarizing its
activities during the previous year. The Committee Chair is responsible for
ensuring that important issues discussed at the Committee meetings are
reported timely to the full Board.

lll. AUTHORITY

A. Scope. Subject to the direction of the Board, the Committee is

authorized to act on behalf of the Board with respect to any matter
necessary or appropriate to the accomplishment of the purpose and
responsibilities set forth in this Charter. In discharging its role, the
Committee may inquire into any matter it considers appropriate to carry
out its purpose and responsibilities. The Committee shall confer with
management and other employees of the Corporation to the extent it
may deem necessary or appropriate to fulfill its duties.

Subject to the approval of the Board, the Committee shall have the
authority to hire specialists or rely upon other outside advisors or
specialists to assist it in carrying out its activities. The Committee also
shall have the authority to approve the fees and retention terms
applicable to such advisors and specialists.

B. Delegation. The Committee may form and delegate authority to

subcommittees and may delegate authority to one or more designated
members of the Committee.

Authority of the Chair. The Chair of the Committee may act on behalf of
the Committee in such circumstances when immediate action is required
and it is impractical to convene the Committee. In such instances, the
Chair shall report on any actions taken as soon as practicable to the
Committee for its ratification.
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IV. FUNCTIONS AND RESPONSIBILITIES

The Committee’s role is one of oversight. Management is responsible for
identifying, addressing and reporting on strategic, operational and financial risks
arising from the Corporation’s clearance, settlement and other business activities
in light of the Corporation’s role as an important financial market utility.

The Risk Committee shall have the following functions and responsibilities in
discharging its oversight role:

tate-Approving applications for clearing membership
and initial contributions to the clearing fund of newly admitted clearing
members, subject to the By- Laws and Rules.

o To conduct hearings, as required by the By-Laws, if requested by applicants
whose applications are proposed to be disapproved by the Committee.

* To approve or disapprove continued Clearing Membership by (i) Clearing
Members that propose to become managed Clearing Members and (ii)
managed Clearing Members after termination of their facilities management
agreements, and to ratify, modify or reverse temporary approvals of such
requests by the Executive Chairman, the Management Vice Chairman, or the
President.

o To review and approve or disapprove requests by Clearing Members to
expand clearing activities to include additional account types and/or products,
and to ratify, modify, or reverse temporary approvals of such requests by the
Executive Chairman, the Management Vice Chairman, or the President.

o To review and approve or disapprove requests by Clearing Members to
participate in the Stock Loan Programs.

o To periodically review the Corporation’s initial and ongoing requirements for
Clearing Membership and to recommend to the Board such changes therein
as the Committee deems appropriate.

o If required, to develop and recommend to the Board membership
requirements and standards for entities other than broker-dealers.

o To periodically review the inputs to the Corporation’s margin formula and
modify them to the extent that the Committee deems such action consistent
with the protection of the Corporation, Clearing Members, or the general
public.

o To increase the amount of margin required in respect of any contract or
position if the Committee deems such increase advisable for the protection of
the Corporation, Clearing Members, or the general public.
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o To establish and periodically review guidelines for requiring the deposit of
additional margin for the purpose of protecting the Corporation, Clearing
Members, or the general public.

* To periodically review the methodologies used for determining margin and
clearing fund requirements and to recommend to the Board such changes
therein as the Committee deems appropriate.

o To periodically review Clearing Member surveillance criteria and make such
changes therein as the Committee deems appropriate.

o To review, as appropriate, the adequacy and effectiveness of the
Corporation’s contingency plan for Clearing Member failures and to approve
or recommend to the Board such changes therein as the Committee deems
appropriate.

* To review the financial and operational condition of Clearing Members that
are subject to closer than normal surveillance (Watch Levels Ill and IV) and
impose such restrictions on their activities, consistent with the By-Laws and
Rules, as the Committee deems appropriate.

o To advise management regarding actions to be taken with respect to
Clearing Members that are subject to closer than normal surveillance or are
otherwise in or approaching financial or operational difficulty.

o To review in accordance with the Rules, if timely requested by a Clearing
Member, and to modify or reverse, restrictions and/or requirements imposed
on the Clearing Member by the Executive Chairman, the Management Vice
Chairman, or the President pursuant to Rule 305.

o To approve classes of GSE debt securities for deposit as margin.

o To prescribe intervals for revaluing debt securities deposited as margin or
clearing fund deposits as provided in the Rules.

o To specify “haircuts” for securities deposited as margin as provided in the
Rules.

o To make the determinations regarding approval of non-U.S. institutions to
issue letters of credit provided for in the Interpretations under Rule 604.

o To review and recommend the OCC Risk Appetite Statement for approval by
the Board annually.

o To review and monitor the risk profile of OCC for consistency with OCC'’s
Risk Appetite Statement.

* To review periodic reports from the Enterprise Risk Management program.
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o Toreview and assess OCC'’s Enterprise Risk Management program
annually.

o Approve management’s recommendation to appoint or replace the Chief Risk
Officer. The Chief Risk Officer shall report functionally to the Committee and
administratively to the Executive Chairman.

* Assess the performance of the Chief Risk Officer and the Enterprise Risk
Management department. Also approve any Chief Risk Officer annual
compensation or salary adjustments, but delegate to the Chair the ability to
modify the approved amount as a result of the Chair’s participation in the
annual meeting of the Performance Committee at which the compensation
for senior management is determined.

o Oversee the structure, staffing and resources of the Enterprise Risk
Management department.

o Confirm annually that all responsibilities outlined in this Charter have been
carried out.

o Evaluate the Committee’s and individual members’ performance on a regular
basis and provide results of such assessment to the Governance Committee
for review.

o To perform such other functions as shall from time to time be assigned to it
by the By-Laws and Rules or delegated to it by the Board.

V. REVIEW CYCLE

The Committee will review this Charter annually. The Committee shall submit this

Charter to the Board for reapproval, with such changes, if any, as the Committee
deems advisable.





