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RULES & PROCEDURES

TEXT OF PROPOSED RULE CHANGE

Bold and underlined text indicates proposed added language.

Bold-and-strikethrough text indicates proposed deleted language.

EXHIBIT 5
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RULE 10. FAILURE TO DELIVER ON SECURITY BALANCE ORDERS

If a Member shall not make delivery of all the Cleared Securities to be delivered
pursuant to a security balance order by the time on business days specified by the
Corporation, the Member to whom the Cleared Securities are to be delivered may cause
such securities as are not so delivered to be bought-in as provided for in the
Precedures rules of the applicable marketplace.
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RULE 11.CNS SYSTEM

* * *

SEC. 7. (&-In the event a Member has a Long Position in a CNS Security, the Member
(the "originator") may demand immediate delivery thereof by firgsubmitting, at or
before the time specified in the Procedures, withto the Corporation a Netice-of
intentionto-Buy-In_Intent, in the form prescribed by the Procedures. The originator will
be given priority for CNS allocation, in the manner prescribed by the Procedures, in
respect of the allocation by the Corporation of securities covered by the aNetice-of
atentionto-Buy-In_Intent, in the settlement on the settlement day prior to the
expiration of the buy-in and if the securities are not allocated to the originator in that
settlement, in the settlement on the settlement day the buy-in expires.* The
processing of a Buy-In Intent through the delivery of CNS Retransmittal Notices
to Members with Short Positions shall be accomplished in accordance with
Section J of Procedure VII, and the subsequent execution of such buy-in by the
originator, as necessary, shall be accomplished in accordance with Procedure X.

With respect to buy-ins of municipal securities, in lieu of receiving priority for
CNS allocation, the filing of a Buy-In Intent will be treated as an instruction to
remove the securities subject to the buy-in from the CNS System, which shall be
accomplished in accordance with the procedures in Section J of Procedure VII.
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PROCEDURE VII. CNS ACCOUNTING OPERATION

* * *

E. Controlling Receipts from CNS

After securities are received by the Corporation from Members with short positions, they
are allocated to other Members which have long positions. The allocation of these
securities is governed by an algorithm which changes daily so as not to benefit any one
Member. Members may change their relative rank within this algorithm by submitting
Priority Requests. The submission of a Buy-In Neticelntent will also affect the priority
of a Member's long position in that particular security.

* * *

3. Buy-In Intent Notices

A Member which submits a Buy-In Netieelntent in accordance with the provisions of
subsection J of this Section is assigned to a higher relative rank in the allocation
algorithm for the quantity of securities specified on the Buy-In Netieelntent than those
Members which have requested high priority through the use of a Standing Priority
Request or Priority Override.

4. Allocation Algorithm

The algorithm which governs the allocation of long positions is based on priority groups
in descending order, age of position within a priority group and random numbers within
age groups.

Priority groups include the following:

(a) long positions in a CNS Reorganization Sub-Account established pursuant to
paragraph H.4. of this Section VII of these Procedures;

(b) long positions against which Buy-In Netieelntent notices are due to expire that day
but which were not filled the previous day;

(c) long positions against which Buy-In Netieelntent notices are due to expire the
following day;
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J. Recording of CNS Buy-Ins

1. Equity Securities and Corporate Debt Securities

Defined Terms

For the purpose of this Section J,

The day the Buy-In Intent is transmitted is referred to as N; and N+1 and
N+2 refer to the succeeding business days. As noted in Section A of this
Procedure VII, each day commences in the evening and includes an
evening allocation of securities and a day allocation of securities.

An “originator” shall mean the Member with a Long Position who submits a
Buy-In Intent to the Corporation pursuant to this Procedure.

“Buy-In Position” shall mean the guantity of securities the originator
intends to buy-in as identified on its Buy-In Intent.

“Original Buy-In-Intent” shall mean a Buy-In Intent transmitted by a Member
with a Long Position for which such Member is the original submitter.

“Buy-In Retransmittal Notice” shall mean a Buy-In Intent submitted by a
Member with a Long Position with respect to a Buy-In Position for which
the Member has a corresponding obligation as to which it has received a
Buy-In Intent initiated outside of the CNS System.

Unless the context otherwise requires, where these Procedures refer to a
“Buy-In Intent” without distinction, such reference refers to both an
Original Buy-In Intent and a Buy-In Retransmittal Notice.

“Buy-In Liability” shall mean the quantity specified on each CNS
Retransmittal Notice.

Buy-In Intent

Except with respect to securities subject to a voluntary corporate reorganization (as
descrlbed in paFag-FaphSectlon H.4. of thls SeeuenProcedure VII) anel—e*eep{—as

J—Z—IeeIeW—a Member havmg a Leng—pesmeprLonq Posmon at the end of any day
may transmit, in such form and within such times as determined by the Corporation
from-time-to-time, to the Corporation a Netice-ef-lntentionto-Buy-In_Intent-(Buy-r

Netice) specifying a-gquantity-of seecuritiesits Buy-In Position, which shall not
exceeding-suchthe long positions which it intends to buy-in-{its Buy-tr-Pesitien).

With respect to securities subject to a voluntary corporate reorganization, a Member
may not transmit a Buy-In Netieelntent after the expiration date of the tenrder
offerreorganization event until the end of the protection period for the tender
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offerreorganization event; provided, however, that at no time may a Member submit a
Buy-In Neticelntent for a lergpesition-Long Position in a CNS Reorganization Sub-

Account. Ferthe-purpose-of-this-SectionJthe-day-the Buy-lh-Neticeis

A Buy-In Netieelntent may be fHed-submitted to the Corporation by a Member on
successive days, provided the succeeding Buy-In Neticelntent does not specify a
guantity of securities covered by the prior Buy-In Neticelntent and the quantity of
securities representing the sum of the Buy-In NeticesIntent notices does not exceed
the Member’s total lerg-posiien-Long Position.

If, at any time after a Buy-In Intent is submitted and processed, until the
completion of CNS allocation processing on the day the Buy-In expires, the
originator has settling trades or miscellaneous activity that reduce their Long
Position such that the originator becomes either short or flat in a security
covered by the Buy-In Intent, or such that the originator’s Long Position in CNS is
less than its Buy-In Position, NSCC will consider that Buy-In Position (or portion
thereof) satisfied, and will either reduce its Buy-In Position accordingly or the
Buy-In Intent will be removed from the system, as applicable.

CNS Allocation Priority and CNS Retransmittal Notices

Original Buy-In Netieelntent (expiring on N+2):

A Buy-In Position on an Original Buy-In Netieelntent is given high priority for
CNS allocation from N+1 through the daytime allocation on N+2. If a Buy-in
Position remains unfilled after the evening allocation on N+1, the Corporation
issues CNS Retransmittal Notices on the morning of N+1 to a sufficient number
of Members with shertpesitionrsShort Positions. Such CNS Retransmittal
Notices shall specify the originator and the remaining portion of the Buy-In
Position not vet received and demand delivery from each such Member of a
specified quantity of securities. CNS Retransmittal Notices are issued in an
aggregate quantity at least equal to the Buy-in Position. In no case will the Buy-
lin Lhiability of a Member exceed the Buy-in Position or the total she+t
pesitionShort Position of the Member. If several Members have sShort
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Positions with the same age, all such Members are issued CNS Retransmittal
Notices, even if the total of their Short Positions exceeds the Buy-in Position.

Buy-In Retransmittal Notice (expiring on N+1):

A Member that has a teng-pesitien-Long Position in CNS at the end of any day
and that has received a Buy-In Intentbuy-ir-netice initiated outside of the CNS
System in that same CUSIP, may submit a Buy-In Retransmittal Notice to the
Corporation for execution on N+1 as described below. The Buy-In Retransmittal
Notice shall include such information as the Corporation may determine from
time to time, including the identity of the entity that initiated the buy-H-Buy-In
against the Member. A Buy-In Position on a Buy-In Retransmittal Notice is given
high priority for CNS allocation from N through the daytime allocation on N+1.

Upon receipt of the Buy-In NeticeRetransmittal Notice on N, the Corporation
issues CNS Retransmittal Notices to a sufficient number of Members with she+t
positiensShort Positions. _Such CNS Retransmittal Notices shall specify
the originator and the remaining portion of the Buy-In Position not yet
received and demand delivery from each such Member of a specified
guantity of securities. CNS Retransmittal Notices are issued in an aggregate
guantity at least equal to the Buy-in Position. In no case will the Buy-lin Lability
of a Member exceed the Buy-in Position or the total shertpesitienShort
Position of the Member. If several Members have sShort Positions with the
same age, all such Members are issued CNS Retransmittal Notices, even if the
total of their Short Positions exceeds the Buy-lin Position.

A Member's Buy-In Liability may be satisfied by the actual settlement of the shert
positienShort Position up to the time on N+1 (for a Buy-In Retransmittal Notice), or

N+2 (for an Original Buy-In Netieelntent)-as-speeified-below. If a deposit of securities
is required to satisfy the shertpositienShort Position, that deposit should be made
prior to the Designated Depository daytime deposit cut-off time on the expiration date of
the Buy-In Neticelntent and prior to the time specified below. Going from a shert
poesitienShort Position to a flat or lergpesition-Long Position due to settling trades,
stock dividends, or other activity on N through N+2 does not free a Member from Buy-In
Liability.

Prior to the execution of a Buy-In, the originator must accept and pay for any
portion or all the remaining securities delivered to the originator.

Buy-In Execution

If the Buy-In Position is not satisfied by 3:00-PM-the completion of the CNS allocation
process in the day cvcle on the expiration date of the Buy- InNeHeeIntent e+‘—e|4:|e49
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Business-Days neotice-the Buy-In may be executed,_as provided for under —See
SectionProcedure X-fer-execution-procedures.

2. Municipal Securities

Notwithstanding the foregoing, a Member that has transmitted a Buy-In Neticelntent to
the Corporation with respect to a municipal security shall have its Buy-In Position
removed from the CNS System prior to commencement of the CNS night cycle on N+1.
The Corporation will remove corresponding she+rtpestionShort Position(s)
representing the shert Member(s) with the oldest Short Pposition(s) in an aggregate
guantity at least equal to the Buy-in Position, and will produce special close-out receive
and deliver orders, which may name Members or a participant of an interfacing clearing
corporation as the contra side and which receive and deliver orders will be subject to
the rules of the MSRB.
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PROCEDURE X. EXECUTION OF BUY-INS

A——CNS-System-1-Equity Securities and Corporate Debt Securities

A Member who has transmitted a Buy-In Netieelntent under subsSection J of
section Procedure VIl (as defined in Section 7 of Rule 11 as ‘“the originator”)
and has not received_either all or a portion of the Buy-In Position shown on its

Buy-In Noticelntent by the date and time specified in such section on the
expiation-date-of- the Buy-r, may-astruet-the-Corporationto-buy-ta-the
remaining-positionby-transmitting-submit a Buy-In Order to the Corporation

on the expiration date of the Buy-In Intent (N+2 for an Original Buy-In
Intent, and N+1 on a Buy-In Retransmittal Notice), in such form and within-by
such time as determined by the Corporation-frem-time-to-time.

An originator that does not submit a Buy-In Order by this time, may not
submit a Buy-In Execution pursuant to this Procedure, and it will be
necessary for the originator to recommence the buy-in process by
submitting another Buy-In Intent to the Corporation, as described in
Section J of Procedure VII.

If an originator submits a Buy-In Order as provided for above, but does not
submit a Buy-In Execution pursuant to this Procedure, such that the Buy-In
Order is not executed on its expiration date, the Buy-In Order shall not be
executed thereafter, and it will be necessary for the originator to
recommence the Buy-In process by submitting another Buy-In Intent to the
Corporation in order to have its Long Position bought-in.

An originator who has submitted a Buy-In Order as described above, and
has still not been allocated its Buy-In Position by the completion of the
CNS allocation process in the day cycle on that day, or has only been
allocated a portion of such Buy-In Position by that time, may execute the
buy-in, as described below.

The Buy-In Order is executed by the Cerperationoriginator in such marketplace
and through such agents as it-the originator shall elect, and such execution
shall be subject to the relevant rules of such marketplace. Upon completion of
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the buy-in execution, the originator shall submit to the Corporation a Buy-
In Execution, which shall include the position and price of the buy-in
execution in such form and within such time as determined by the

Corporation from time to time. Fhe-guantitybought-in-ispro-ratedamong
the-Subject-Members-

The Corporation does not validate the terms of the buy-in execution
provided to it by the originator. Any disputes between the originator and
the Members with Buy-In Liability shall be addressed between such parties
away from the Corporation.

Members with Short Positions who receive CNS Retransmittal Notices and
do not satisfy them assume liability for the loss, if any, which occurs as a
result of the buy-in execution.*

Mkseelmneeus—Aemm-y—RepeH—te{—se%h—eLay—The executlon of a buy inis

reported in the Miscellaneous Activity Report on the next business day
following the day such execution is reported to the Corporation.

! If the originator transmits does not timely rescind a Buy-In Order,

ﬁotwithstandinq any agreements that may have been entered into with Member(s)
with Short Positions away from the Corporation, such Member(s) with Short
Positions shall remain liable for the executed buy-in.
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