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*  *  * 

CHAPTER VI – MARGINS 

*  *  * 

RULE 610 – Deposits in Lieu of Margin  

(a) In lieu of depositing margin in respect of certain options carried in a short position for the 
account of a customer (including any Market Maker that is not a proprietary Market Maker), a 
Clearing Member or an approved custodian may deposit eligible collateral in respect of certain 
option contracts included in a short position, in each case as specified herein, and further 
described in Rules 610A, 610B and 610C, as applicable. Each such deposit shall be referred to as 
a “deposit in lieu of margin.” The types of deposits in lieu of margin permitted by the 
Corporation are “specific deposits” and “escrow deposits.” Specific deposits may be either 
“member specific deposits,” which are provided for in Rule 610A, or “third-party specific 
deposits,” which are provided for in Rule 610B. Escrow deposits are provided for in Rule 610C. 
All deposits in lieu of margin are also subject to this Rule 610. Specific deposits are limited to 
physically-settled stock call option contracts, and only the underlying securities may be 
deposited in respect of such options. Escrow deposits may be made in respect of stock, flexibly 
structured options on fund shares that are cash settled, and index put options and index call 
options. Escrow deposits in respect of stock and index puts shall consist of cash or U.S. 
Government securities, or any combination thereof, and escrow deposits in respect of index calls 
shall consist of cash, U.S. Government securities or any securities that would be eligible for 
deposit as margin under Rule 604(b)(4). 

*  *  * 

 

CHAPTER VIII –EXERCISE AND ASSIGNMENTS 

*  *  * 

RULE 805 – EXPIRATION EXERCISE PROCEDURE 

(a) – (i) [No change] 

(j) The term "closing price", as used with respect to an underlying security in this Rule 805, 
including the underlying security for cash-settled equity flex options, means the last reported sale 
price for the underlying security during regular trading hours (as determined by the Corporation) 
on the trading day immediately preceding the expiration date, or on the expiration date if the 
expiration date is a trading day, on such national securities exchange or other domestic securities 
market as the Corporation shall determine. Notwithstanding the foregoing, if an underlying 
security was not traded on such market during regular trading hours on the trading day 
immediately preceding the expiration date, or if the underlying security was traded during 
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regular trading hours on such trading day but the Corporation is unable to obtain a last sale price, 
the Corporation may, in its discretion, (i) fix a closing price on such basis as it deems appropriate 
in the circumstances (including, without limitation, using the last sale price during regular 
trading hours on the most recent trading day for which a last sale price is available) or (ii) 
suspend the application of subparagraph (d)(2) to option contracts for which that security is an 
underlying security. During the term of any such suspension, Clearing Members may exercise 
such option contracts only by giving affirmative exercise instructions in accordance with 
subparagraph (b) or (c).  

(m) [No change] 

. . . Interpretations and Policies: 

.01 - .02 [No change] 

.03 The exercise procedures set forth in Rule 805 shall apply to the exercise of flexibly 
structured equity options (physically settled and cash settled, except that an American-style 
flexibly structured option on fund shares that is cash settled and subject to delayed settlement for 
any deliverable component will not be subject to Rule 805(d)), quarterly equity options, monthly 
equity options, weekly equity options and short term equity options, except that the time when 
the Corporation makes an Expiration Exercise Report available pursuant to paragraph (a) of Rule 
805, and the time specified by the Corporation as the deadline for the submission of exercise 
instructions pursuant to paragraph (b) of Rule 805 for such options, may be different from the 
corresponding times that apply to standard. 

*  *  * 

CHAPTER XVIII – INDEX OPTIONS AND CERTAIN OTHER CASH-SETTLED 
OPTIONS 

*  *  * 

RULE 1804 - Expiration Exercise Procedure for Cash-Settled Options  

(a) The expiration exercise procedures set forth in Rule 805 shall apply to cash-settled option 
contracts except that American-style flexibly structured options on fund shares that are cash 
settled and subject to delayed settlement for any deliverable component will not be subject to 
Rule 805(d), and except as provided in paragraphs (b) and (c) of this Rule.  

(b) A Clearing Member shall be deemed to have properly and irrevocably tendered to the 
Corporation, immediately prior to the expiration time on each expiration date, an exercise notice 
with respect to every expiring cash-settled option contract identified in the Clearing Member’s 
Expiration Exercise Report, other than a flexibly structured option on fund shares that is cash 
settled, a flexibly structured index option contract, quarterly index option contract, monthly 
index option contract, weekly index option contract, short term index option contract or OTC 
index option contract, that has an exercise settlement value of $1.00 or more per contract, or such 
other amount as the Corporation may from time to time establish on not less than 30 days prior 
notice to all Index Clearing Members, unless the Clearing Member shall have duly instructed the 
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Corporation, in accordance with Rule 805(b), to exercise none, or fewer than all, of such 
contracts. If a Clearing Member desires that any such option contract not be exercised, it shall be 
the responsibility of the Clearing Member to give appropriate instructions to the Corporation in 
accordance with Rule 805(b).  

(c) A Clearing Member shall be automatically deemed to have exercised, immediately prior to 
the expiration time on each expiration date, every expiring OTC index option contract, flexibly 
structured index option contract, quarterly index option contract, monthly index option contract, 
weekly index option contract, and short term index option contract identified in the Clearing 
Member’s Expiration Exercise Report that has an exercise settlement amount of $0.01 or more 
per contract in the case of OTC index option contracts and $1.00 or more per contract in the case 
of all other types of index option contracts, or such other amount as the Corporation may from 
time to time establish on not less than 30 days prior notice to all Index Clearing Members.   

. . . Interpretations and Policies:  

.01 Except in the case of options that are subject to automatic exercise, the exercise thresholds 
provided for in this Rule 1804 and elsewhere in the Rules are part of the administrative 
procedures established by the Corporation to expedite its processing of exercises of expiring 
options by Clearing Members, and are not intended to dictate to Clearing Members which 
positions in the customers' account should or must be exercised.  

.02 The foregoing expiration exercise procedures are modified by the provisions of Article XVII, 
Section 4 of the By-Laws under the special circumstances referred to therein relating to the 
unavailability or inaccuracy of the current value for an underlying interest. 

.03 The Corporation has determined that, for purposes of paragraph (c) of this Rule 1804, an 
OTC index option will be automatically exercised at expiration if the exercise settlement amount 
is any positive amount. 

.04 “Closing price” as used with respect to an underlying security in Rule 805 pertains to the 
expiration exercise procedure for flexibly structured options on fund shares that are cash settled.  

 

 


