
To: rule-comments@sec.gov  

Subject: Comments on SR-OCC-2024-001 34-100009  

Dear Members of the Securities and Exchange Commission,  

I am writing to express my concerns regarding Rule SR-OCC-2024-001, which proposes 

adjustments to margin thresholds, specifically during periods of high volatility.  

This proposed adjustment is concerning because it essentially shifts the goalposts when clearing 

members are unable to meet their financial obligations. The necessity for margin calls in the first 

place is to prevent clearing members from overextending themselves on their bets, ensuring that 

they have adequate collateral to cover potential losses.  

By adjusting margin thresholds during periods of high volatility, there is a risk that clearing 

members may not be required to maintain sufficient collateral, increasing the likelihood of 

default and destabilising the financial system.  

This proposed adjustment raises critical questions about the integrity of the options market and 

the role of the Options Clearing Corporation (OCC) in managing risk.  

The basis of this letter is equally to express support and appreciation to the SEC in their rejection 

of this rule, with supporting encouragement for this decision and future outcome.  

With due consideration to the reasons for the rejection as presented:  

 Section 17A(b)(3)(F) of the Exchange Act, which requires, among other things, that the 

rules of a clearing agency are designed to promote the prompt and accurate clearance and 

settlement of securities transactions and derivative agreements, contracts, and 

transactions; and to assure the safeguarding of securities and funds which are in the 

custody or control of the clearing agency or for which it is responsible; [Refer to 15 

U.S.C. 78q-1(b)(3)(F)]  

 Rule 17Ad-22(e)(2) of the Exchange Act, which requires that a covered clearing agency 

provide for governance arrangements that, among other things, specify clear and direct 

lines of responsibility; and [Refer to 17 CFR § 240.17Ad-22(e)(2)]  

 Rule 17Ad-22(e)(6) of the Exchange Act, which requires that a covered clearing agency 

establish, implement, maintain, and enforce written policies and procedures reasonably 

designed to cover, if the covered clearing agency provides central counterparty services, 

its credit exposures to its participants by establishing a risk-based margin system that, 

among other things, (1) considers, and produces margin levels commensurate with, the 

risks and particular attributes of each relevant product, portfolio, and market, and (2) 

calculates sufficient margin to cover its potential future exposure to participants in the 

interval between the last margin collection and the close out of positions following a 

participant default. [Refer to 17 CFR § 240.17Ad-22(e)(6)]  
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The OCC, as the central counterparty for options and futures contracts traded on U.S. exchanges, 

plays a crucial role in ensuring the integrity of the options market. Its primary responsibility is to 

guarantee the fulfillment of contracts and manage the risk associated with trading these financial 

instruments.  

Margin calls serve a crucial purpose in the financial system by acting as a safeguard against 

excessive risk-taking. They ensure that clearing members have adequate collateral to cover 

potential losses, thereby preventing them from overextending themselves on their bets. However, 

by allowing for adjustments to margin thresholds during periods of high volatility, there is a risk 

of undermining this fundamental principle.  

In the context of financial jargon, this proposal effectively allows clearing members to "kick the 

can down the road" when it comes to meeting their financial obligations. It's akin to "moving the 

goalposts" in a high-stakes game, where the rules are changed to accommodate those struggling 

to keep up.  

Imagine a scenario where a hedge fund has taken substantial positions on a volatile stock. As the 

stock price experiences wild fluctuations, the hedge fund might find itself increasingly unable to 

meet its margin requirements. Under Rule SR-OCC-2024-001, the margin thresholds could be 

adjusted, effectively lowering the bar for maintaining adequate collateral. This not only 

incentivises risky behavior but also exacerbates systemic risk, as it increases the likelihood of 

default later down the line.  

Furthermore, such adjustments lack transparency and introduce an element of arbitrariness into 

the margin calculation process. Without clear guidelines and objective criteria for determining 

margin thresholds, there is a risk of favoritism or manipulation, further eroding market integrity.  

The use of "idiosyncratic volatility control settings" to adjust these margin thresholds during 

high volatility introduces a risk because it lacks transparency in the calculation and 

implementation process. Without clear guidelines on how these settings are determined, there is 

a potential for arbitrary or ad-hoc adjustments, allowing the Options Clearing Corporation 

(OCC) to alter the criteria whenever Clearing Members require assistance. This flexibility raises 

concerns about fairness, as it may create an environment where the rules can be changed based 

on individual circumstances, potentially favouring certain market participants or introducing an 

element of unpredictability.  

The proposal's supporting evidence, particularly regarding said calculation of margin thresholds, 

is troublingly redacted. This lack of disclosure undermines the principles of transparency and 

accountability that are crucial in regulatory frameworks. As stakeholders, we require detailed 

information on how these adjustments will be made to ensure fair and equitable treatment of all 

market participants.  

This lack of transparency undermines the integrity of financial markets by eroding trust among 

participants. Financial markets thrive on clear and consistent rules that are applied uniformly to 

ensure a level playing field. When rules can be adjusted opaquely, it creates uncertainty and 

diminishes confidence in the regulatory framework. Maintaining trust is essential for the 



effective functioning of financial markets, and transparency in rule-making and enforcement is a 

key factor in upholding the integrity of the overall financial system.  

Moreover, the proposal grants unchecked authority to the Financial Risk Management (FRM) 

Officer to make unilateral decisions during periods of high market stress. This authority, while 

ostensibly intended to protect the interests of the OCC, raises questions about potential conflicts 

of interest. The FRM Officer is entrusted with safeguarding both the OCC's interests and those of 

at-risk Clearing Members, creating a potential conflict that needs addressing and changing.  

In conclusion, Rule SR-OCC-2024-001 poses a significant threat to the stability and integrity of 

the financial system. It undermines the fundamental purpose of margin calls and introduces 

unnecessary risks that could have dire consequences for market participants.  

In light of these concerns, I urge the Securities and Exchange Commission to carefully 

reconsider this proposal and prioritise the protection of investors and the stability of the financial 

markets by rejecting Proposed Rule SR-OCC-2024-001. Clear guidelines, transparency in 

calculations, and checks and balances on discretionary authority are essential for maintaining the 

integrity and stability of the financial markets.  

Thank you for your attention to this matter. I trust that the SEC will carefully consider these 

concerns and take appropriate actions to address the potential risks associated with this rule.  

Sincerely,  

Daniel Barbara 


