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Date: April 23, 2003 
 
To: CBOE Members 
 
From: CBOE Audit Committee 

Duane R. Kullberg, Chairman 
Silas Keehn 
Daniel P. Koutris 
Roderick Palmore 
Eugene S. Sunshine 

 
Re: Near North Insurance and William J. Brodsky 
 
Several months ago, Michael Segal, the head of Near North Insurance Company, was 
indicted on federal racketeering charges for the misappropriation of funds from his 
company.  On November 15, 2002, the Chicago Tribune and the Chicago Sun-Times 
included articles concerning certain clients of Near North.  Both articles alleged that 
Segal gave discounts on personal insurance premiums to a list of preferred customers in 
Chicago’s business and government communities.  Bill Brodsky, CBOE’s Chairman and 
CEO, was mentioned in one of the articles as one of the preferred customers who 
received discounts on his personal insurance.  As a result, CBOE’s Internal Audit area 
was asked by the Audit Committee and Bill Brodsky to conduct a review of this matter 
and CBOE’s relationship with Near North. 
 
The report of Internal Audit was recently completed and was reviewed by the Audit 
Committee on February 25th.  In addition, Duane Kullberg, Chairman of the Audit 
Committee, summarized the findings of the report to CBOE’s Board of Directors on 
February 26th.  Based on the report, the key findings of the Audit Committee were as 
follows. 
 

- Bill Brodsky did not violate CBOE's Employee Conflict of Interest Policy or any 
other CBOE policy in connection with this matter. 

- Bill Brodsky did not participate in the decision process surrounding the use of 
insurance brokers at CBOE (including Near North) and did not exercise any 
influence or direction over that decision process. 

- Bill Brodsky received discounts on his insurance premiums from Near North.  
However, he had no personal knowledge that he was receiving these discounts.  
He was also not the person in his household who paid the bills for these 
premiums. 

- CBOE has utilized the services of Near North Insurance since 1984, predating 
Bill Brodsky’s arrival at CBOE in 1997.  Over that time, there have not been any 
major changes in CBOE's relationship with Near North.  Bill Brodsky ceased 
using Near North Insurance for his personal insurance needs in August of 2002. 



- There were no unusual fluctuations that indicated CBOE has been inappropriately 
charged for its insurance policies obtained through Near North. 

 
Based on these findings, the Audit Committee recommended and the Board of Directors 
agreed that no further action was warranted with regard to Near North and Bill Brodsky. 
 
In addition, the staff was directed to revise CBOE’s Employee Conflict of Interest Policy 
to clarify the provisions that address the receipt of discounts from CBOE vendors.  The 
facts and circumstances of this current matter did not evidence any violation of the 
current policy or the proposed revisions.  However, the Audit Committee and Board 
believed that it was important to include additional explanation within the policy as to 
how it addresses the receipt of discounts from CBOE vendors.   
 
If you have any questions concerning this matter please contact Alan Dean at (312) 786-
7023 or at dean@cboe.com. 


