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[Changes to this Rule 1, as amended by File No. SR-NSCC-2018-004, are available 

at dtcc.com/~/media/Files/Downloads/legal/rule-filings/2018/NSCC/SR-NSCC-
2018-004.pdf.  These changes have been approved by the SEC but have not yet 
been implemented.  By no later than November 30, 2018, these changes will be 
implemented and this legend will automatically be removed from this Rule 1.] 

RULE 1. DEFINITIONS AND DESCRIPTIONS  

Unless the context requires otherwise, the terms defined in this Rule shall, for all 
purposes of these Rules, have the meanings herein specified. 

* * * 

AIP Member 

The term “AIP Member” means any Person who is specified in Section 2.(ii)(hi) of Rule 
2 and has qualified pursuant to the provisions of Rule 2A. 

* * * 

AIP Settling Bank 

The term “AIP Settling Bank” means 

(1) an AIP Member which is a bank or trust company which would otherwise qualify 
under Section 2. (ii)(ij) of Rule 2, Rule 2A and which is a party to an effective 
Appointment of AIP Settling Bank and AIP Settling Bank Agreement whereby the AIP 
Member undertakes to perform settlement services for the AIP Member or the AIP Non-
Member Fund which is a party thereto, or 

(2) an AIP Settling Bank Only Member which has qualified under Section 2. (ii)(ij) of 
Rule 2, Rule 2A and Addendum B and which is a party to an effective Appointment of 
AIP Settling Bank and AIP Settling Bank Agreement whereby the AIP Settling Bank 
Only Member undertakes to perform settlement services for the AIP Member or the AIP 
Non-Member Fund which is a party thereto. 

AIP Settling Bank Only Member 

The term AIP “Settling Bank Only Member” means a Person who is specified in Section 
2(ii)(ij) of Rule 2 and which has qualified pursuant to the provisions of Rule 2A.  

* * * 
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Commission Billing Member 

The term “Commission Billing Member” (previously referred to as a Non-Clearing 
Member) means a Person who is specified in Section 2.(ii)(a) of Rule 2 and has 
qualified pursuant to the provisions of Rule 2A. 

* * * 

Data Services Only Member 

The term “Data Services Only Member” means a Person who is specified in Section 
2.(ii)(ab) of Rule 2 and has qualified pursuant to the provisions of Rule 2A.  

* * * 

Fund Member  

The term "Fund Member" (previously referred to as a Fund/Serv Member) means any 
Person who is specified in Section 2.(ii)(bc) of Rule 2 and has qualified pursuant to the 
provisions of Rule 2A. 

* * * 

Insurance Carrier/Retirement Services Member 

The term “Insurance Carrier/Retirement Services Member” (previously referred to as an 
Insurance Carrier Member) means any Person who is specified in Section 2.(ii)(cd) of 
Rule 2 and who has qualified pursuant to the provisions of Rule 2A. 

* * * 

Investment Manager/Agent Member 

The term “Investment Manager/Agent Member” (or IMA Member) means any Person 
who is specified in Section 2. (ii)(jk) of Rule 2 and has qualified pursuant to the 
provisions of Rule 2A. 

* * * 

Municipal Comparison Only Member 

The term "Municipal Comparison Only Member" means any municipal securities broker 
or municipal securities dealer, as defined in Section 3(a)(30) and 3(a)(31) respectively, 
of the Securities Exchange Act of 1934, as amended, who is specified in Section 
2.(ii)(de) of Rule 2 and has qualified pursuant to the provisions of Rule 2A.  

* * * 
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Mutual Fund/Insurance Services Member 

The term “Mutual Fund/Insurance Services Member"1 means a Person who is specified 
in Section 2.(ii)(ef) of Rule 2 and has qualified pursuant to the provisions of Rule 2A. 

* * * 

Non-Clearing Member – (See “Commission Billing Member”) 

* * * 

Settling Bank 

The term “Settling Bank” means 

(1)  a Member which is a bank or trust company which would otherwise qualify under 
Section 2.(ii)(fg) of Rule 2, Rule 2A and which is a party to an effective Appointment of 
Settling Bank and Settling Bank Agreement whereby the Member undertakes to perform 
settlement services for a Member, Mutual Fund/Insurance Services Member, Insurance 
Carrier/Retirement Services Member or Fund Member which is a party thereto, or 

(2)  a Settling Bank Only Member which has qualified under Section 2.(ii)(fg) of Rule 2, 
Rule 2A and Section 8 of Addendum B and which is a party to an effective Appointment 
of Settling Bank and Settling Bank Agreement whereby the Settling Bank Only Member 
undertakes to perform settlement services for the Member, Mutual Fund/Insurance 
Services Member, Insurance Carrier/Retirement Services Member or Fund Member 
which is a party thereto. 

Settling Bank Only Member 

The term “Settling Bank Only Member” means a Person who is specified in Section 
2.(ii)(fg) of Rule 2 and which has qualified pursuant to the provisions of Rule 2A.  

* * * 

Third Party Administrator Member 

The term “Third Party Administrator Member”(or “TPA Member”) means any  Person 
that acts as a third party administrator on behalf of a retirement or other benefit plan, 
who is specified in Section 2.(ii)(gh) of Rule 2 and has qualified pursuant to the 
provisions of Rule 2A.   

                                                      
1  The members now known as “Mutual Fund/Insurance Services Members” were previously known as 

either “Mutual Fund Services Members” or “Annuities Agency Members”.  The members known as 
“Mutual Fund Services Members” were, at one point, referred to as “Mutual Fund Services Broker-
Dealers” or “Fund/SERV Broker-Dealers”.   
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Third Party Provider Member 

The term “Third Party Provider Member” (or TPP Member) means any Person that acts 
as a routing platform for financial intermediaries, who is specified in Section 2.(ii)(kl) of 
Rule 2 and has qualified pursuant to the provisions of Rule 2A. 

* * * 
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[Changes to this Rule 2, as amended by File No. SR-NSCC-2018-004, are available 

at dtcc.com/~/media/Files/Downloads/legal/rule-filings/2018/NSCC/SR-NSCC-
2018-004.pdf.  These changes have been approved by the SEC but have not yet 
been implemented.  By no later than November 30, 2018, these changes will be 
implemented and this legend will automatically be removed from this Rule 2.] 

RULE 2. MEMBERS AND LIMITED MEMBERS 

SEC. 1.  The Corporation shall make its services, or certain of its services, 
available to Persons who (i) apply to the Corporation to act for them, (ii) meet the 
membership qualifications specified in these Rules, (iii) are approved by the Corporation 
or the Board of Directors, as applicable, and (iv) if required, have contributed to the 
Clearing Fund as provided in Rule 4. 

SEC. 2.  Membership Types 

The Corporation shall have the following membership types: 

(i) Member -  

A Member, unless otherwise limited by the Corporation pursuant to these 
Rules, may generally access all services made available by the 
Corporation.  Only Members shall be entitled to settle contracts through 
the Corporation and to participate in the Comparison and Recording 
Operation and Accounting Operation.   

(ii) Limited Members -   

In addition to Members, upon the request of an applicant, the Corporation 
may approve an application by a Person to become a Limited Member, 
whose use of the Corporation’s services is limited to those services 
specified by the Corporation. Such Limited Members will be termed as 
follows:  

(a) Commission Billing Member1 - 

Participates solely in the collection and payment of 
commissions as provided for under Rule 16. 

(ab) Data Services Only Member – 

Participates solely in the transmission of data and 
information, and shall utilize only those features of services 
that the Corporation may, from time to time, expressly 

                                                      
1  Formerly referred to in these Rules as a “Non-Clearing Member”. 
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designate as eligible for access by a Data Services Only 
Member. 

(bc) Fund Member – 

Participates in the Corporation’s Mutual Fund Services, 
acting as a mutual fund’s 1) principal underwriter, 2) co-
distributor, 3) sub-distributor, or 4) an entity that is otherwise 
authorized to process transactions on behalf of a mutual 
fund. 

(cd) Insurance Carrier/Retirement Services Member - 

Participates in the Corporation’s Insurance and Retirement 
Processing Services as provided for in Rule 57. 

(de) Municipal Comparison Only Member –  

Participates in the Corporation’s Comparison Operation, 
solely for the comparison of municipal securities 
transactions. 

(ef) Mutual Fund/Insurance Services Member - 

Participates in the Corporation’s Mutual Fund Services and 
Insurance and Retirement Processing Services as provided 
for in Rules 52 and 57. 

(fg)  Settling Bank Only Member - 

Undertakes to perform settlement services with respect to 
transactions or matters covered by these Rules on behalf of 
Members, Fund Members, Mutual Fund/Insurance Services 
Members and Insurance Carrier/Retirement Services 
Members.   

(gh) Third Party Administrator Member - 

Participates in the Corporation’s Mutual Fund Services for 
the purpose of communicating order, redemption or other 
information on behalf of a retirement or other benefit plan.  

   (hi) AIP Member 

Participates in the Corporation’s AIP Services as provided in 
Rule 53. 
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   (ij) AIP Settling Bank Only Member 

Undertaken to perform settlement services with respect to 
AIP Settlement on behalf of AIP Members and/or AIP Non-
Member Funds. 

(jk) Investment Manager/Agent (“IMA”) Member 

Participates in the Corporation’s Mutual Fund Services as or 
on behalf of one or more investment managers to a 
managed account or similar program. 

(kl) Third Party Provider Member - 

Participates in the Corporation’s Mutual Fund Services as a 
routing platform for financial intermediaries.  

 When these Rules refer to “Members and Limited Members”, the reference 
includes all member types; when reference is made to “participants” in these Rules, the 
reference generally means all participants other than Settling Bank Only Members, 
unless the context makes clear it refers to one or more specific member types. 

* * * 

SEC 4. Compliance with Applicable Law 

(i) General   

Members and Limited Members may not submit or confirm any transaction, 
charge, request, instruction or transmission through the Corporation’s services, 
nor otherwise utilize the Corporation’s services, in contravention of any law, rule, 
regulation or statute, including, but not limited to, those related to securities, 
taxation and money laundering, as well as sanctions administered and enforced 
by the Office of Foreign Assets Control (“OFAC”). 

(ii) OFAC 

All Members and Limited Members must agree not to conduct any transaction or 
activity through NSCC that it knows to violate sanctions administered and 
enforced by OFAC. 

All Members and Limited Members subject to the jurisdiction of the U.S. (as 
defined by OFAC regulations), with the exception of Commission Billing 
Members, Data Services Only Members, Municipal Comparison Only Members, 
Third Party Administrator Members and Investment Manager/Agent Member are 
required to periodically confirm that they have implemented a risk-based program 
reasonably designed to comply with applicable OFAC sanctions regulations.  
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Failure to do so in the manner and timeframes set forth by the Corporation from 
time to time will result in a fine. 

* * * 
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[Changes to this Rule 2A, as amended by File No. SR-NSCC-2018-004, are 
available at dtcc.com/~/media/Files/Downloads/legal/rule-filings/2018/NSCC/SR-
NSCC-2018-004.pdf.  These changes have been approved by the SEC but have 
not yet been implemented.  By no later than November 30, 2018, these changes 

will be implemented and this legend will automatically be removed from this Rule 
2A.] 

RULE 2A.  INITIAL MEMBERSHIP REQUIREMENTS  

SEC. 1.   ELIGIBILITY FOR MEMBERSHIP 

 In furtherance of the Corporation’s rights and authority to establish standards for 
membership, the Corporation shall establish, as it deems necessary or appropriate, 
standards of financial responsibility, operational capability, experience and competence 
for membership applicable to Members and to Limited Members. The Corporation shall 
also establish guidelines for the application of such membership standards. 

* * * 

In addition to the above: 

 1.  Members: 

Members that are Municipal Securities Brokers’ Broker sponsored account 
applicants shall sign and deliver to the Corporation an agreement in writing 
whereby the applicant shall agree that (i) if securities received on a business day 
are pledged prior to money settlement on that business day, the Corporation 
shall be paid directly by the pledgee bank the amount the applicant is required to 
pay for the securities received or the applicant's net settlement obligation for that 
business day, whichever is less; and (ii) no securities received on a business day 
through a qualified securities depository shall be placed in transfer, withdrawn or 
delivered to a third party for no value prior to paying the Corporation the amount 
the applicant is obligated to pay for the receipt of the securities or the applicant's 
net settlement obligation for that business day, whichever is less. 

2.  Third Party Administrator Members, Third Party Provider Members and 
Investment Manager/Agent Members: 

 Applicants for Third Party Administrator Member, Third Party Provider 
Member and Investment Manager/Agent Members shall sign and deliver to the 
Corporation, (i) documentation and/or agreements in such form as required by 
the Corporation from time to time, for the payment or collection of charges 
pursuant to Rule 26 of the Corporation for the processing of transactions through 
the Mutual Fund Services and (ii) a duly completed Consent And Authorization 
Form,  designating the Member(s)/Mutual Fund/Insurance Services Member(s) 
who will be responsible for the settlement of orders initiated by the applicant. 
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Each applicant to become a Commission Billing Member, Settling Bank 
Only Member or Municipal Comparison Only Member shall sign and deliver to the 
Corporation such instruments in writing as the Corporation may require from time to 
time. 

* * * 
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[Changes to this Rule 2B, as amended by File No. SR-NSCC-2018-004, are 
available at dtcc.com/~/media/Files/Downloads/legal/rule-filings/2018/NSCC/SR-
NSCC-2018-004.pdf.  These changes have been approved by the SEC but have 
not yet been implemented.  By no later than November 30, 2018, these changes 

will be implemented and this legend will automatically be removed from this Rule 
2B.] 

 

RULE 2B.  ONGOING MEMBERSHIP REQUIREMENTS AND MONITORING 

SEC. 1.  REQUIREMENTS 

The qualifications and standards provided for in Rule 2A1 shall be continuing 
membership requirements.  In addition, each Member, Fund Member, Insurance 
Carrier/Retirement Services Member, Municipal Comparison Only Member, Mutual 
Fund/Insurance Services Member, Data Services Only Member, Settling Bank Only 
Member, Commission Billing Member, Third Party Administrator Member, Third Party 
Provider Member, Investment Manager/Agent Member and AIP Member shall comply 
with the ongoing informational and operational requirements set forth below. 

* * * 

                                                      
1  Including Addendum O to these Rules, as set forth in Section 1.B of Rule 2A. 
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[Changes to this Rule 16, as amended by File No. SR-NSCC-2018-004, are 
available at dtcc.com/~/media/Files/Downloads/legal/rule-filings/2018/NSCC/SR-
NSCC-2018-004.pdf.  These changes have been approved by the SEC but have 
not yet been implemented.  By no later than November 30, 2018, these changes 

will be implemented and this legend will automatically be removed from this Rule 
16.] 

 

RULE 16. (RULE NUMBER RESERVED FOR FUTURE USE) SETTLEMENT OF 
COMMISSIONS 

All payments of commissions due on business when a principal is given up 
between Members and Commission Billing Members shall be settled monthly as 
follows: 

(1) Each Payee shall make up bills in the customary form for all 
commissions due on business when a principal is given up. 

(2) Each Payee shall deliver the customary commission bill to each 
Payer on or before the 5th day of each month if a business day; 
otherwise the next succeeding business day. 

(3) Each Payer shall promptly verify such bill. 

(4) The Corporation shall, upon completion of the clearance of such 
commissions, debit and credit the respective Payers and Payees 
with resulting amounts plus or minus the charges for services 
rendered for which provision is made by the Corporation from time 
to time. 

If, as a result of such clearance of commissions, a Commission Billing 
Member shall be indebted to the Corporation, the Corporation shall collect the 
amount due to the Corporation from the Commission Billing Member by ACH 
preauthorized payment on or before the commission bill settlement date of each 
month determined by the Corporation.  If such Commission Billing Member shall 
be entitled to a credit, the Corporation shall pay the same by ACH wire transfer as 
soon as practicable, provided however, if a Commission Billing Member indebted 
to the Corporation does not pay part or all of the amount due to the Corporation, 
the Corporation shall be entitled to set-off such amount against any commission 
bill credit to which such Commission Billing Member is entitled.  A Member or 
Commission Billing Member that fails to timely pay part or all of the amount due 
to the Corporation may be subject to action by the Corporation pursuant to Rule 
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46 or 48, which includes, but is not limited to, fines, censure or any other 
sanction as the Corporation deems appropriate pursuant to these Rules. 1  

If, as a result of such clearance of commissions, a Member shall be 
indebted to the Corporation, or entitled to a credit, such debits and credits shall 
be included in the settlement of the accounts of such Member for such day as the 
Corporation may determine. 

The Corporation shall have power to determine the amounts to be received 
by it in the settlement of commissions and the persons entitled thereto and any 
determination so made shall be final and conclusive upon all parties to the 
settlement. 

* * * 

                                                      
1  The Corporation may from time to time as it deems appropriate or necessary, pay funds 

to/receive funds from, a Commission Billing Member under this Rule, via check. 
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[Changes to this Rule 18, as amended by File No. SR-NSCC-2018-004, are 
available at dtcc.com/~/media/Files/Downloads/legal/rule-filings/2018/NSCC/SR-
NSCC-2018-004.pdf.  These changes have been approved by the SEC but have 
not yet been implemented.  By no later than November 30, 2018, these changes 

will be implemented and this legend will automatically be removed from this Rule 
18.] 

 

RULE 18.  PROCEDURES FOR WHEN THE CORPORATION  
DECLINES OR CEASES TO ACT 

SEC. 1.  When the Corporation has declined or ceased to act for a Member, 
Mutual Fund/Insurance Services Member, Municipal Comparison Only Member, 
Insurance Carrier/Retirement Services Member, TPA Member, TPP Member, 
Investment Manager/Agent Member, Fund Member, Commission Billing Member, 
Data Services Only Member or AIP Member (each hereinafter referred to as a 
“participant” for purposes of this Rule 18) pursuant to Rule 46, it shall provide 
participants with notice pursuant to the provisions of Section 3 of Rule 45. 

* * * 

SEC. 8.  (a)  After the Corporation has declined or ceased to act for a participant 
either in respect to a particular transaction or transactions generally, the Corporation 
shall nevertheless have the same rights and remedies in respect to any debit balance 
due from such participant or any liability incurred on his behalf as though it had not 
ceased to act for him. 

(b) As security for any and all liabilities now existing, or hereafter arising, of a 
Member,or Mutual Fund/Insurance Services Member or Commission Billing Member 
to the Corporation, the Corporation shall maintain a lien on all property placed by such 
participant in its possession, including but not limited to, securities and cash in the 
process of clearance or on deposit with, or pledged to, the Corporation in satisfaction 
and/or in excess of such participant’s Clearing Fund deposit pursuant to Rule 4, Section 
1, and Rule 12, Section 1; provided, however, that in no event shall the Corporation 
have any lien on securities carried by a Member,or Mutual Fund/Insurance Services 
Member or Commission Billing Member for the account of its customers where: (i) 
such lien would be prohibited under Commission Rules 8c-1 and 15c2-1, or (ii) such 
securities have been delivered from the Corporation’s account at a Qualified Securities 
Depository pursuant to the ACATS Settlement Accounting Operation, and received into 
a Receiving Member’s  account at a Qualified Securities Depository. 

* * * 
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[Changes to this Rule 22, as amended by File No. SR-NSCC-2018-004, are 
available at dtcc.com/~/media/Files/Downloads/legal/rule-filings/2018/NSCC/SR-
NSCC-2018-004.pdf.  These changes have been approved by the SEC but have 
not yet been implemented.  By no later than November 30, 2018, these changes 

will be implemented and this legend will automatically be removed from this Rule 
22.] 

 

RULE 22.  SUSPENSION OF RULES 

The time fixed by these Rules, the Procedures or any regulations issued by the 
Corporation for the doing of any act or acts may be extended or the doing of any act or 
acts required by these Rules, the Procedures or any regulations issued by the 
Corporation may be waived or any provision of these Rules, the Procedures or any 
regulations issued by the Corporation may be suspended by the Board of Directors or 
by the Chairman of the Board, the President, the General Counsel or such other officers 
of the Corporation having a rank of Managing Director or higher whenever, in its or his 
judgment, such extension, waiver or suspension is necessary or expedient. 

A written report of any such extension, waiver or suspension (other than an 
extension of time of less than eight hours), stating the pertinent facts, the identity of the 
person or persons who authorized such extension, waiver or suspension and the reason 
such extension, waiver or suspension was deemed necessary or expedient, shall be 
promptly made and filed with the Corporation's records and shall be available for 
inspection by any Member, Mutual Fund/Insurance Services Member, Municipal 
Comparison Only Member, Insurance Carrier/Retirement Services Member, TPA 
Member, TPP Member, Investment Manager/Agent Member, Fund Member, 
Commission Billing Member, Data Services Only Member or AIP Member during 
regular business hours on business days.  Any such extension or waiver may continue 
in effect after the event or events giving rise thereto but shall not continue in effect for 
more than 60 calendar days after the date thereof unless it shall be approved the Board 
of Directors within such period of 60 calendar days. 

* * * 
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[Changes to this Rule 24, as amended by File No. SR-NSCC-2018-004, are 
available at dtcc.com/~/media/Files/Downloads/legal/rule-filings/2018/NSCC/SR-
NSCC-2018-004.pdf.  These changes have been approved by the SEC but have 
not yet been implemented.  By no later than November 30, 2018, these changes 

will be implemented and this legend will automatically be removed from this Rule 
24.] 

 

RULE 24. CHARGES FOR SERVICES RENDERED 

SEC. 1.  Each Member, Mutual Fund/Insurance Services Member, Municipal 
Comparison Only Member, Insurance Carrier/Retirement Services Member, TPA 
Member, TPP Member, Investment Manager/Agent Member, Fund Member, 
Commission Billing Member, Data Services Only Member and AIP Member (each 
hereinafter referred to as a “participant” for purposes of this Rule 24) shall pay such 
fees and charges to the Corporation as shall be specified by the Corporation or in the 
Procedures and approved by the Board of Directors on a reasonable and non-
discriminatory basis. 

* * * 
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[Changes to this Rule 26, as amended by File No. SR-NSCC-2018-004, are 
available at dtcc.com/~/media/Files/Downloads/legal/rule-filings/2018/NSCC/SR-
NSCC-2018-004.pdf.  These changes have been approved by the SEC but have 
not yet been implemented.  By no later than November 30, 2018, these changes 

will be implemented and this legend will automatically be removed from this Rule 
26.] 

 

RULE 26.  BILLS RENDERED 

The Corporation will render bills to Members, Mutual Fund/Insurance Services 
Members, Insurance Carrier/Retirement Services Members, TPA Members, TPP 
Members, Investment Manager/Agent Members, Fund Members and AIP Members for 
charges on account of the business of any month and will charge their respective 
accounts with the amounts thereof on or before such date as determined by the 
Corporation from time to time. 

The Corporation will render bills to Commission Billing Members monthly 
for charges in connection with the settlement of commissions and such bills shall 
be paid immediately. 

The Corporation will render bills to Data Services Only Members monthly for 
charges, if any, in connection with the use of the Corporation’s services, and such bills 
shall be paid immediately. 

The Corporation will render bills to Municipal Comparison Only Members monthly 
for charges in connection with the comparison of municipal securities transactions and 
such bills shall be paid immediately. 

* * * 
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[Changes to this Rule 34, as amended by File No. SR-NSCC-2018-004, are 
available at dtcc.com/~/media/Files/Downloads/legal/rule-filings/2018/NSCC/SR-
NSCC-2018-004.pdf.  These changes have been approved by the SEC but have 
not yet been implemented.  By no later than November 30, 2018, these changes 

will be implemented and this legend will automatically be removed from this Rule 
34.] 

 

RULE 34.  INSURANCE 

The Corporation shall use its best efforts to maintain, or arrange for the 
maintenance of, such insurance, including fidelity bonds, in such amounts and having 
such coverage regarding the business of the Corporation as the Board of Directors shall 
deem appropriate.  The insurance policies or contracts pursuant to which such 
insurance is provided shall be open to the inspection of the Members, Mutual 
Fund/Insurance Services Members, Municipal Comparison Only Members, Insurance 
Carrier/Retirement Services Members, TPA Members, TPP Members, Investment 
Manager/Agent Members, Fund Members, Commission Billing Members, Data 
Services Only Members and AIP Members (each hereinafter referred to as a 
“participant” for purposes of this Rule 34) at the offices of the Corporation during regular 
business hours on business days.  If the Corporation shall materially reduce the amount 
or coverage of any such insurance or the persons providing such insurance shall notify 
the Corporation of a material reduction in the amount of coverage thereof, the 
Corporation shall promptly notify each participant and the Securities and Exchange 
Commission thereof stating the effective date of such reduction. 

* * * 
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[Changes to this Rule 37, as amended by File No. SR-NSCC-2018-004, are 
available at dtcc.com/~/media/Files/Downloads/legal/rule-filings/2018/NSCC/SR-
NSCC-2018-004.pdf.  These changes have been approved by the SEC but have 
not yet been implemented.  By no later than November 30, 2018, these changes 

will be implemented and this legend will automatically be removed from this Rule 
37.] 

 

RULE 37. HEARING PROCEDURES 

SEC. 1.  A Member, a Mutual Fund/Insurance Services Member, Settling Bank 
Only Member, Municipal Comparison Only Member, Insurance Carrier/Retirement 
Services Member, TPA Member, TPP Member, Investment Manager/Agent Member, 
Fund Member, a Commission Billing Member, a Data Services Only Member, AIP 
Member or AIP Settling Bank Only Member or applicant (each hereinafter in this Rule 
referred to as the "Interested Person") may, when permitted by these Rules, request a 
hearing by filing with the Secretary of the Corporation within five business days from the 
date on which the Corporation informed it of an action or proposed action of the 
Corporation with respect to the Interested Person, or 2 business days in the case of 
summary action taken against the Interested Person pursuant to Rule 46 (or such other 
applicable time period specified by these Rules), a written request for a hearing setting 
forth (i) the action or proposed action of the Corporation with respect to which the 
hearing is requested and (ii) the name of the representative of the Interested Person 
who may be contacted with respect to the hearing.  Within 7 business days after the 
Interested Person files such written request with the Corporation, or 3 business days in 
the case of summary action taken against the Interested Person pursuant to Rule 46, 
the Interested Person shall submit to the Corporation a clear and concise written 
statement setting forth with particularity the action or proposed action of the Corporation 
with respect to which the hearing is requested, the basis for objection to such action, 
whether the Interested Person intends to attend the hearing and whether the Interested 
Person chooses to be represented by counsel at the hearing.  If the written statement 
contests the Corporation’s determination that the Interested Person has violated a Rule 
or procedure, the statement must specifically admit or deny each violation alleged and 
detail the reasons why the Rules or procedures alleged to have been violated are being 
contested.  Any alleged violation not specifically denied shall constitute an admission to 
that violation.  The Corporation may deny the statement if it fails to set forth a prima 
facie basis for contesting the violation. The failure of the Interested Person to file the 
written request referred to above within the time period required by these Rules and/or 
the failure of the Interested Person to submit the written statement within the time period 
specified above will be deemed to be an election to waive the right to a hearing.  The 
Corporation shall notify the Interested Person in writing of the date, place and hour of 
the hearing at least 5 business days prior to the hearing (unless the parties agree to 
waive the 5 business day requirement). 

* * * 
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SEC 5. The Panel shall advise the Interested Person of its decision within 10 
business days after the conclusion of the hearing.  If the decision of the Panel shall 
have been to deny the Interested Person's application to become a Member, a Mutual 
Fund/Insurance Services Member, a Settling Bank Only Member, a Municipal 
Comparison Only Member, an Insurance Carrier/Retirement Services Member, a TPA 
Member, a TPP Member, an Investment Manager/Agent Member, a Fund Member, a 
Commission Billing Member, a Data Services Only Member or an AIP Member or to 
prohibit or limit the Interested Person's access to the services offered by the 
Corporation in accordance with Rule 46, a notice of decision setting forth the specific 
grounds upon which the decision is based shall be furnished to the Interested Person.  
If the decision of the Panel shall have been to impose a disciplinary sanction on the 
Interested Person in accordance with Rule 48 or to affirm any summary action 
previously taken against the Interested Person pursuant to Section 3 of Rule 46, a 
notice of decision setting forth (i) any act or practice in which the Interested Person has 
been found to have engaged, or which the Interested Person has been found to have 
omitted, (ii) the specific provision(s) of the Rules or Procedures of the Corporation or of 
the applicable agreements with the Corporation which any such act or practice or 
omission to act has been deemed to violate, and (iii) the sanction imposed and the 
reasons therefor shall be furnished to the Interested Person.  A copy of the Panel’s 
notice of decision shall also be furnished to the Chairman of the Board.   

Decisions of the Panel are final, but the Board of Directors may in its discretion 
modify any sanction or reverse any decision of the Panel that is adverse to the 
Interested Person. 

* * * 
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[Changes to this Rule 46, as amended by File No. SR-NSCC-2018-004, are 
available at dtcc.com/~/media/Files/Downloads/legal/rule-filings/2018/NSCC/SR-
NSCC-2018-004.pdf.  These changes have been approved by the SEC but have 
not yet been implemented.  By no later than November 30, 2018, these changes 

will be implemented and this legend will automatically be removed from this Rule 
46.] 

 

RULE 46. RESTRICTIONS ON ACCESS TO SERVICES 

SEC. 1.  The Board of Directors may suspend a Member, Mutual Fund/Insurance 
Services Member, Municipal Comparison Only Member, Insurance Carrier/Retirement 
Services Member, TPA Member, TPP Member, Investment Manager/Agent Member, 
Fund Member Commission Billing Member, Data Services Only Member or AIP 
Member (each hereinafter referred to as a “participant” for purposes of this Rule 46) or 
prohibit or limit such participant’s access  to services offered by the Corporation in the 
event that (a) the participant has been and is expelled or suspended from any 
regulatory or self-regulatory organization, or (b) the participant is in default of any 
delivery of funds or securities to the Corporation, (c) the participant is in such financial 
or operating difficulty, that the Corporation determined, in its discretion, that such action 
is necessary for the protection of the Corporation, the participants, creditors, or 
investors; with respect to a bank or trust company Member, or Mutual Fund/Insurance 
Services Member or Commission Billing Member (and, in the case of a bank Member 
electing entry under  Section 1.B.2.(a)(ii) of Addendum B, its parent bank holding 
company) such difficulty shall include but not be limited to impaired capital or the 
appointment by the primary Federal or State bank supervisor of a receiver to take 
control of the bank, (d) the Corporation has reasonable grounds to believe that such 
participant is subject to a Statutory Disqualification, (e) the Corporation determines that 
such participant does not meet the applicable qualifications for membership or limited 
access set forth in Rule 2A, Rule 2B and Addendum B, (f) such participant has failed to 
comply with any financial or operational requirement of the Corporation, or (g) in any 
circumstances in which, in the discretion of the Corporation, adequate cause exists to 
do so. 

* * * 
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[Changes to this Rule 58, as amended by File No. SR-NSCC-2018-004, are 
available at dtcc.com/~/media/Files/Downloads/legal/rule-filings/2018/NSCC/SR-
NSCC-2018-004.pdf.  These changes have been approved by the SEC but have 
not yet been implemented.  By no later than November 30, 2018, these changes 

will be implemented and this legend will automatically be removed from this Rule 
58.] 

 

RULE 58. LIMITATIONS ON LIABILITY 

* * * 

SEC. 2. Notwithstanding any other provision in the Rules: 

(a) The Corporation will not be liable for any action taken, or any delay or failure 
to take any action, hereunder or otherwise to fulfill the Corporation’s obligations to its 
Members, Mutual Fund/Insurance Services Members, Settling Bank Only Members, 
Municipal Comparison Only Members, Insurance Carrier/Retirement Services Members, 
Investment Manager/Agent Members, TPP Members, TPA Members, Mutual 
Fund/Insurance Services Members, Commission Billing Members, Fund Members, 
Data Services Only Members, AIP Members and AIP Settling Bank Only Members 
(each hereinafter referred to as a “participant” for purposes of this Rule 58), other than 
for losses caused directly by the Corporation’s gross negligence, willful misconduct, or 
violation of Federal securities laws for which there is a private right of action.  Under no 
circumstances will the Corporation be liable for the acts, delays, omissions, bankruptcy, 
or insolvency, of any third party, including, without limitation, any depository, custodian, 
sub-custodian, clearing or settlement system, transfer agent, registrar, data 
communication service, AIP Non-Member Fund or delivery service (“Third Party”), 
unless the Corporation was grossly negligent, engaged in willful misconduct, or in 
violation of Federal securities laws for which there is a private right of action in selecting 
such Third Party.  

* * * 
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[Changes to this Rule 64, as amended by File No. SR-NSCC-2018-004, are 
available at dtcc.com/~/media/Files/Downloads/legal/rule-filings/2018/NSCC/SR-
NSCC-2018-004.pdf.  These changes have been approved by the SEC but have 
not yet been implemented.  By no later than November 30, 2018, these changes 

will be implemented and this legend will automatically be removed from this Rule 
64.] 

 

RULE 64. DTCC SHAREHOLDERS AGREEMENT 

* * * 

SEC. 4.  This Rule 64 shall have no application to a Data Services Only Member, 
Commission Billing Member, Settling Bank Only Member, Investment Manager/Agent 
Member, TPP Member, TPA Member, AIP Member or AIP Settling Bank Only 
Member.12 

* * * 

                                                      
12  Note that, if a Fund Member, Insurance Carrier/Retirement Services Member, Municipal Comparison 

Only Member or Mutual Fund/Insurance Services Member is also a member or participant of another 
clearing agency subsidiary of DTCC, such Fund Member, Insurance Carrier/Retirement Services 
Member, Municipal Comparison Only Member or Mutual Fund/Insurance Services Member may be a 
Mandatory Purchaser Participant pursuant to the terms of the Shareholders Agreement and the rules 
and procedures of such other subsidiary.  If a Data Services Only Member, Commission Billing 
Member, Settling Bank Only Member, Investment Manager/Agent Member, TPP Member, TPA 
Member, AIP Member or AIP Settling Bank Member is also a member or participant of another 
clearing agency subsidiary of DTCC, such Data Services Only Member, Commission Billing 
Member, Settling Bank Only Member, Investment Manager/Agent Member, TPP Member, TPA 
Member, AIP Member or AIP Settling Bank Only Member may be a Mandatory Purchaser Participant 
or a Voluntary Purchaser Participant pursuant to the terms of the Shareholders Agreement and the 
rules and procedures of such other subsidiary. 
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[Changes to this Addendum A, as amended by File No. SR-NSCC-2018-004, are 
available at dtcc.com/~/media/Files/Downloads/legal/rule-filings/2018/NSCC/SR-
NSCC-2018-004.pdf.  These changes have been approved by the SEC but have 
not yet been implemented.  By no later than November 30, 2018, these changes 

will be implemented and this legend will automatically be removed from this 
Addendum A.] 

 

ADDENDUM A 

NATIONAL SECURITIES CLEARING CORPORATION 

FEE STRUCTURE 

* * * 

V. PASS-THROUGH AND OTHER FEES 

* * * 

B. Special Service Fees  

1. Commission Billing:  

 a. Debit $.50 per item 

 b. Credit $.50 per item 

12. DTC Sponsored Accounts – available 
to each CNS participant who is not 
also a participant of DTC: 

Cost 

23. Output Fees  

 a. Machine Readable Output $10.00 per tape 

 b. Service Bureau Tapes $2.50 per tape 

 c. Magnetic Tape not returned $20.00 per tape 
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 d. Printed Output Reports:  

  For Members with less than 
20,000 lines per month 

No charge 

  For Members with 20,000 or 
more lines per month 

$4.00 per each 1000 lines 

34. Microfiche Reports $3.00 per fiche 

45. Special Research $25.00 per hour 

56. Domestic Portfolio Composition File $125.00 per month per file 

67. Foreign Portfolio Composition File $125.00 per month per file 

78. Subscription-based Portfolio 
Composition File Reporting 

$3.00 per unit per month for the 
first zero to 200 average daily 
units193 

$2.00 per unit per month for the 
next 300 average daily units 
(201st to 500th units) 

$1.00 per unit per month for   
all average daily units above 
500 (501st and above) 

$600 minimum;204$1,550 
maximum per month 

* * * 

                                                      
193  “Units” refers to the number of portfolio subscriptions for each billing month.   

Unit charges are calculated by applying the tiered fee structure to the average daily number of units 
subscribed for by the Member in the billing month. 

204  From June 2, 2014 until December 31, 2015, the minimum will be $300 per month and, thereafter the 
minimum will increase to $600 per month and this footnote will be deleted. 
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[Changes to this Addendum B, as amended by File No. SR-NSCC-2018-004, are 
available at dtcc.com/~/media/Files/Downloads/legal/rule-filings/2018/NSCC/SR-
NSCC-2018-004.pdf.  These changes have been approved by the SEC but have 
not yet been implemented.  By no later than November 30, 2018, these changes 

will be implemented and this legend will automatically be removed from this 
Addendum B.] 

 

ADDENDUM B 

QUALIFICATIONS AND STANDARDS OF FINANCIAL RESPONSIBILITY,  
OPERATIONAL CAPABILITY AND BUSINESS HISTORY 

MEMBERS (Section 1); 

MUTUAL FUND/INSURANCE SERVICES MEMBERS (Section 2); 

FUND MEMBERS (Section 3); 

INSURANCE CARRIER/RETIREMENT SERVICES MEMBERS (Section 4); 

MUNICIPAL COMPARISON ONLY MEMBERS (Section 5); 

DATA SERVICES ONLY MEMBERS (Section 6); 

COMMISSION BILLING MEMBERS (Section 7); 

SETTLING BANK ONLY MEMBERS (Section 78); 

THIRD PARTY ADMINISTRATOR MEMBERS (Section 89); 

INVESTMENT MANAGER/AGENT MEMBERS (Section 910); 

AIP MEMBERS (Section 101); and 

AIP SETTLING BANK ONLY MEMBERS (Section 112) 

THIRD PARTY PROVIDER MEMBERS (Section 123) 

* * * 

SEC. 7. COMMISSION BILLING MEMBERS 
 

A.  Qualification 

To qualify for membership, a Commission Billing Member shall be: 

(i) it is Registered Broker-Dealer; or 
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(ii) if it does not qualify under paragraph (i) above, it is an entity 
that has demonstrated to the Board of Directors that its 
business and capabilities are such that it could reasonably 
expect material benefit from direct access to the Corporation's 
services. 

 
B.  Financial Responsibility 

The Corporation shall approve an application to become a Commission 
Billing Member only upon a determination by the Corporation that the applicant 
meets the standards of financial responsibility as the Corporation may 
promulgate. 

 
SEC. 78.  SETTLING BANK ONLY MEMBERS  

* * * 

SEC. 89.  THIRD PARTY ADMINISTRATOR MEMBERS 

* * * 

SEC. 910.  INVESTMENT MANAGER/AGENT MEMBERS 

* * * 

SEC. 101.  AIP MEMBERS 

* * * 

SEC. 112.  AIP SETTLING BANK ONLY MEMBERS 

* * * 

SEC. 123.  THIRD PARTY PROVIDER MEMBERS 

* * * 
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[Changes to this Addendum D, as amended by File No. SR-NSCC-2018-004, are 
available at dtcc.com/~/media/Files/Downloads/legal/rule-filings/2018/NSCC/SR-
NSCC-2018-004.pdf.  These changes have been approved by the SEC but have 
not yet been implemented.  By no later than November 30, 2018, these changes 

will be implemented and this legend will automatically be removed from this 
Addendum D.] 

 

ADDENDUM D 

STATEMENT OF POLICY 
ENVELOPE SETTLEMENT SERVICE, MUTUAL FUND SERVICES, INSURANCE AND 
RETIREMENT PROCESSING SERVICES AND OTHER SERVICES OFFERED BY 
THE CORPORATION 

As authorized by Rule 9, the Corporation provides at its facilities (at locations as it 
determines from time to time) an Envelope Settlement Service (“ESS”) for the delivery 
and receipt between Members of envelopes containing securities, money- only 
settlement items and dividend and interest settlement items.  As provided in Rule 9, 
ESS is not a guaranteed service of the Corporation and the Corporation does not and 
will not stand behind any credit of any payment amount appearing on any credit list 
attached to any envelope delivered by a Member under Rule 9. 

Paragraph 2 of Section 1 of Rule 9 further provides that: 

An envelope delivered to the Corporation shall contain only such securities as permitted 
by the Corporation from time to time; tickets relating to such securities contained in the 
envelope; or such other items as the Corporation may from time to time permit, 
including but not limited to, documentation by a delivering Member necessary for the 
receiving Member to identify the reason for a money-only charge, and notices of intent 
and claim forms associated with claims for dividends and interest.  Envelopes which 
contain items other than as permitted by the Corporation are subject to return by the 
Corporation to the delivering Member and the related payment amount debits and 
credits may be reversed in accordance with Section 4 of Rule 9. 

Paragraph 3 of Section 1 provides that the credit list attached to an envelope shall show 
“the total money value, if any, of the items contained in that envelope”.  Since 
Paragraph 2 of Section 1 of Rule 9 authorizes the Corporation to permit Members to 
include “other items” (i.e., items relating to money-only settlement and settlement of 
dividends and interest) in envelopes, credit lists may also include charges other than for 
securities contained in the envelope.  Pursuant to Paragraph 7 of Section 1, the 
Corporation credits the delivering Member’s account with the payment amount shown 
on the credit list and debits the receiving Member’s account. Under Paragraph 10 of 
Section 1, payment amounts so debited and credited are included in the settlement for 
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that day pursuant to Rule 12, subject to the rights of the Corporation under Section 2 of 
Rule 12 and Section 4 of Rule 9. 

The Corporation will not stand behind any charges appearing on a credit list attached to 
envelopes delivered by a Member pursuant to Rule 9 nor will the Corporation stand 
behind any charges appearing on a credit list attached to envelopes delivered 
through the Commission Bill Service.  In the event of the default of a Member, the 
Corporation, within such time frame as determined by the Corporation from time to time, 
may reverse all ESS and/or Commission Bill Service debits and credits of that 
Member due for settlement. 

* * * 
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[Changes to this Addendum P, as amended by File No. SR-NSCC-2018-004, are 
available at dtcc.com/~/media/Files/Downloads/legal/rule-filings/2018/NSCC/SR-
NSCC-2018-004.pdf.  These changes have been approved by the SEC but have 
not yet been implemented.  By no later than November 30, 2018, these changes 

will be implemented and this legend will automatically be removed from this 
Addendum P.] 

 

ADDENDUM P 

FINE SCHEDULE  

* * * 

6) Settlement of Commissions (pursuant to Rule 16)2 

NET 
DEBIT 

FIRST 
OCCASION 

SECOND 
OCCASION 

THIRD 
OCCASION 

FOURTH 
OCCASION 
(or greater) 

$0 - 100,000 (1) $  100 $   200 $  300 
$100,000 - 200,000 (1) 200 300 400 
Greater than $200,000 (1) 300 400 500 

 

NOTES: 1) First occasions result in a warning letter issued to the 
Member/Commission Billing Member.  

2) In addition to the fine, unpaid amounts will incur interest 
charges until paid. 

67) Business Continuity Testing for Top Tier Firms - Fines for Failure to Test 

Fine for failure to complete testing by November 30st: $10,000 
Fine for failure to complete testing for two successive years: $20,000 

NOTES: 1) Failure to complete testing for more than two successive years will 
result in disciplinary action taken by NSCC, up to and including 
termination of membership. 
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