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CHAPTER | — DEFINITIONS
RULE 101 — Definitions

Unless the context otherwise requires, for all purposes of these rules, the terms herein shall have
the meanings given them in Article | of the By-Laws of the Corporation or as set forth below:

A

Appointed Clearing Member

(18) The term "Appointed Clearing Member" means a Clearing Member authorized to clear
physically-settled equity options and stock futures that, in accordance with the provisions of Rule
901, has been appointed by an Appointing Clearing Member to make settlement of obligations of
the Appointing Clearing Member to deliver or receive underlying securities arising from the
exercise or maturity of cleared securities.

[Relocated from Article | of the By-Laws]

Appointing Clearing Member

(232) The term "Appointing Clearing Member" means a Clearing Member that, in accordance
with the provisions of Rule 901, has appointed an Appointed Clearing Member to make
settlement of obligations of the Appointing Clearing Member to deliver or receive underlying
securities arising from the exercise or maturity of cleared securities.

[Relocated from Article | of the By-Laws]

Authorized Representative
(33) The term "authorized representative™ of a Clearing Member means a person for whom the
Clearing Member has filed evidence of authority pursuant to Rule 202.

* k *x k* %

C.

Clearing Bank

(1) The term “Clearing Bank” means a bank or trust company approved by the Risk Committee,
which has entered into an agreement with the Corporation in respect of settlement of confirmed
trades on behalf of Clearing Members.

Canadian Clearing Member

(2) The term "Canadian Clearing Member" means a Non-U.S. Clearing Member formed and
operating under the laws of Canada or a province_or territory thereof with its principal place of
business in Canada.

[Relocated from Article | of the By-Laws]

Canadian Investment Dealer
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(3) The term “Canadian Investment Dealer” means a Non-U.S. Securities Firm formed and
operating under the laws of Canada or a province or territory thereof that is investment dealer
under such laws, that is a dealer member of the Investment Industry Requlatory Authority of
Canada, and that has its principal place of business in Canada.

* k * k%

F.
Resepved-

FATCA

(1) The term “FATCA” means (i) the provisions of Sections 1471 through 1474 of the Internal
Revenue Code of 1986, as amended, which were enacted as part of The Foreign Account Tax
Compliance Act (or any amendment thereto or successor sections thereof), and related Treasury
Regulations and other official interpretations thereof, as in effect from time to time, and (ii) the
provisions of any intergovernmental agreement to implement The Foreign Account Tax
Compliance Act as in effect from time to time between the United States and the jurisdiction of
the FFI Clearing Member’s residency.

[Relocated from Article | of the By-Laws]

FATCA Compliant

(2) The term “FATCA Compliant” or “FATCA Compliance” means, with respect to an FFI
Clearing Member, that such FFI Clearing Member has qualified under such procedures
promulgated by the Internal Revenue Service as are in effect from time to time to establish an
exemption from withholding under FATCA such that the Corporation will not be required to
withhold any amount with respect to any payment or deemed payment to such FFI Clearing
Member under FATCA.

[Relocated from Article | of the By-Laws]

FFI Clearing Member

(3) The term “FFI Clearing Member” means any Clearing Member that is treated as a non-U.S.
entity for U.S. federal income tax purposes.

[Relocated from Article I of the By-Laws]

* %k Kk
N.

(1) [No change]

Non-U.S. Regulatory Agency

(24) The term "Non-U.S. Regulatory Agency" shall mean that government agency or self-
regulatory authority primarily responsible for regulating the activities of a Non-U.S. Clearing
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Member. With respect to a Canadian Clearing Member such term shall mean the Investment
Industry Regulatory Organization of Canada.
[Relocated from Article | of the By-Laws]

Non-U.S. Securities Firm

(35) The term “Non-U.S. Securities Firm” shall mean a securities firm: (1) formed and operating
under the laws of a country other than the United States; (2) with its principal place of business
in that country; and (3) that is subject to the regulatory authority of that country’s government or
an agency or instrumentality thereof, or subject to the regulatory authority of an independent
organization or exchange in that country. The term “Non-U.S. Securities Firm” shall not include
any broker-dealer registered, or required to be registered, with the Securities and Exchange
Commission pursuant to Section 15 of the Securities Exchange Act of 1934, as amended or any
futures commission merchant registered, or required to be registered, as such pursuant to Section
4d of the Commodity Exchange Act, as amended. The term “Non-U.S. Clearing Member” shall
mean a Non-U.S. Securities Firm that has been admitted to membership in the Corporation

pursuant to the prowsmns of the By—Laws and Rules. %Eh%telimiaeem-p{—Neﬂ-Ué—GJrea-Hﬂg

34:&
[Relocated from Article | of the By-Laws]

* kx * k* %

P.—O-

Reserved.

0.

Qualified Intermediary Assuming Primary Withholding Responsibility

(1) The term “Qualified Intermediary Assuming Primary Withholding Responsibility” means an
FFI Clearing Member that has entered into an agreement with the Internal Revenue Service to be
a qualified intermediary and to assume primary responsibility for reporting and for collecting and
remitting withholding tax pursuant to Chapters 3 and 4 of subtitle A, and Chapter 61 and Section
3406, of the Internal Revenue Code with respect to any income (including Dividend Equivalents)
arising from transactions entered into by the Clearing Member with the Corporation as an
intermediary, including transactions entered into on behalf of such Clearing Member’s
customers.

[Relocated from Article I of the By-Laws]

Quialified Derivatives Dealer

(2) The term “Qualified Derivatives Dealer” means an FFI Clearing Member that has entered
into an agreement with the Internal Revenue Service that permits the Corporation to make
Dividend Equivalent payments or deemed payments to such Clearing Member free from U.S.
withholding tax pursuant to Chapters 3 and 4 of subtitle A, and Chapter 61 and Section 3406, of
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the Internal Revenue Code with respect to transactions entered into by such Clearing Member
with the Corporation as a principal (i.e., for such Clearing Member’s own account).
[Relocated from Article | of the By-Laws]

R.

Regulatory Organization

(1) The term "regulatory organization" as-used-r-thisparagraph in respect of any Clearing
Member, means: (1) the Securities and Exchange Commission and any other federal or state

regulatory agency having jurisdiction over the Clearing Member (including the Commaodity
Futures Trading Commission {the“CFFC“}-in the case of a Clearing Member which is subject to
the jurisdiction of the CFTC); (2) any self-regulatory organization (as defined in Section 3(a) of
the Securities Exchange Act of 1934, as amended) of which the Clearing Member is a member or
participant; (3) any clearing organization (as defined in Regulation Section 1.3(d) under the
Commodity Exchange Act, as amended), board of trade, contract market and registered futures
association of which the Clearing Member is a member or participant; and (4) in the case of a
Non-U.S. Clearing Member, any Non-U.S Regulatory Agency or instrumentality or independent
organization or exchange having jurisdiction over the Non-U.S. Clearing Member or of which
the Non-U.S. Clearing Member is a member or participant.

[Relocated from Rule 303, Interpretation and Policy .01 with proposed revisions]

Restricted Letter of Credit

(22) The term “restricted letter of credit” shall mean, in relation to a restricted lien account, a
letter of credit deposited with the Corporation pursuant to Rule 604(c), or portion of the amount
of such a letter of credit, which does not constitute margin for any account or accounts
maintained by the depositing Clearing Member other than the account or accounts specified in
the letter of credit.

S.
(1) through (2) [No change]

Statutory Disqualification

€-(3) the appheantis-subjectto-a term “Statutory statutery-Disqualification disquatification”
means (i) in the case of a fully-registered broker-dealer, a statutory disqualification as defined in
Section 3 of the Securities Exchange Act of 1934, as amended;; e#(ii) in the case of an-apphicant
regulated-as-a fully-registered futures commission merchant, the applicant or Clearing Member
or a principal efthe-applicant-(as defined in Section 8a(2) of the Commaodity Exchange Act)+s
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subjeetto of the applicant or Clearing Member, a statutory disqualification under Section 8a(2)-
(4) of the Commodity Exchange Act;; or (iii) in the case of a Non-U.S. Securities Firm or bank
any similar provision of the laws or regulations applicable to such Nep-U-S—Seeurities-Firm
applicant or Clearing Member.

[Relocated from OCC By-Laws, Article V, Section 1, Interpretation and Policy .03.a, with
proposed revisions]

* *x * k%

CHAPTER Il - MHSCELEANEOUS REQUIREMENTS-CLEARING MEMBERSHIP

RULE 201 —Eligibility

[Unless otherwise indicated, blue text in this new Rule 201 is being relocated from OCC By-
Laws, Article V, Section 1(a) and Interpretation and Policy .10, with proposed revisions

marked in underlined and strikethrough text]

(a) To be eligible for membership, a Clearing Member must be:

10-Regulatory-Autherization—A-Clearing-Membermust-be: (1) registered as a broker-dealer
under Section 15(b)(1) or (2) of the Securities Exchange Act of 1934 (the “Exchange Act”) (a
“fully-registered broker-dealer”);

(H2) registered as a futures commission merchant (“FCM”) under Section 4f(a)(1) of the
Commodity Exchange Act (the “CEA”) (a “fully-registered FCM”);-6f

(##3) a Canadian Investment Dealer or other Non-U.S. Securities Firm_as defined in the
Corporation’s Rules—; or

(4) a U.S. national bank registered with the Office of the Comptroller of the Currency for full-
service operations, a U.S. state-chartered bank that is a member of the Federal Reserve System,
or a U.S. state-licensed or federally-licensed branch of a non-U.S. bank where the non-U.S. bank
is registered with its home country national banking regulatory authority that:

(i) maintains membership solely for purposes of clearing products for its own proprietary
account(s) and not on behalf of others, including any affiliates or subsidiaries;

(ii) provides adequate assurance, in such form determined by the Corporation, that it does not
engage in activity that would require reqgistration as a broker-dealer, FCM, or any other
registration status deemed relevant by the Corporation;

(iii) provides adequate assurance, in such form determined by the Corporation, that it is not
prohibited from contributing to the Corporation’s Clearing Fund;
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(iv) with respect to all of its cleared contracts, stock loans and other transactions subject to the
By-Laws and Rules of the Corporation (including without limitation, all “qualified financial
contracts”) the Clearing Member must ensure that all such agreements and contracts: (1) are in
writing; (2) are executed by the Clearing Member and the Corporation contemporaneously with
the relevant transaction; (3) are continually maintained as an official record by the Clearing
Member from the time of execution; and (4) are approved by the board of directors of the
Clearing Member or its loan committee, which approval shall be reflected in the minutes of said
board or committee (for the avoidance of doubt, the provisions of this clause (iv) are intended to
give effect to Section 13(e) of the Federal Deposit Insurance Act, 12 U.S.C. 1823(e), and shall be
interpreted in accordance with such provisions); and

(v) ifitis a U.S. branch of a non-U.S. bank (a) the branch is subject to supervision and requlation
by the Office of the Comptroller of the Currency, in the case of a federally-licensed branch, or by
the applicable state banking regulator, in the case of a state-licensed branch and (b) the non-U.S.
bank is subject to supervision and regulation by the Board of Governors of the Federal Reserve
System pursuant to the International Banking Act of 1978, as amended, and other applicable U.S.

banking laws.
(b) In addition, in order to clear transactions in particular types of products, a Clearing Members

must be in compliance with all registration and other regulatory requirements applicable to that
activity-clearing a particular product type. In that regard, the following specific requirements will
ordinarily apply:

(1) r-orderteTo clear transactions in options other than futures options or commodity options,
a Clearing Member must be-a:

(i) a fully-registered broker-dealer;

(ii) er-a Canadian Investment Dealer or Non-U.S. Securities Firm-; or

(iii) an eligible bank.

(b2) tn-erderteTo clear transactions in commodity futures, futures options and commaodity
options, a Clearing Member must:

(i) be a fully-registered FCM; or

(ii) not required by the CEA or the regulations of the Commaodity Futures Trading Commission
(the “CFTC”) to be registered as an FCM. (An exclusion from the FCM registration requirement
under the CEA would ordinarily be available to a firm that clears only transactions that are for a
“proprietary account” as defined in the regulations of the CFTC.); and
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(iii) Aany Clearing Member who holds positions in physically-settled metals futures or futures
options en-sueh-other than security futures is required to be a member of the Exchange on which
the products are traded.

[Relocated from OCC By-Laws, Article V, Section 1(d)]

(e3) r-orderte-To clear transactions in security futures products, a Clearing Member must be:

(1) a fully-registered broker-dealer that is also (A) a fully-registered FCM, (B) notice-registered
as an FCM under Section 4f(a)(2) of the CEA, or (C) not required to register as an FCM under

the CEA and the regulations of the CFTC,;

(i) a fully-registered FCM that is notice-registered as a broker-dealer under Section 15(b)(11)(A)
of the Exchange Act;-or

(iii) a Canadian Investment dealer or other Non-U.S. Securities Firm:;_or

(iv) an eligible bank.

(4) Notwithstanding any other provision of the By-Laws or Rules, no broker or dealer registered
under Section 15(b)(11) of the Securities Exchange Act of 1934 shal-will clear transactions or
carry positions in cleared securities other than security futures.

[Relocated from OCC By-Laws, Article V, Section 1(b)]

(5) To clear transactions in Stock Loan, a Clearing Member must be:

(i) a fully-reqistered broker-dealer:;

(ii) Canadian Investment Dealer or other Non-U.S. Securities Firm; or

(iii) an eligible bank.

(6)-Designati ot
IremeDmon Clear e Mombor 2 T0 o
(i) be a broker-dealer registered under Section 15(b)(1) or (2) of the Securities Exchange Act of
1934, a Canadian Investment Dealer or other aNon-U.S. Securities Firm, or an eligible bank;

ear OTC Index Options, a Clearing Member must:

(i) execute and maintain in effect such agreements and other documents as the Corporation may
prescribe (including, for purposes of clearing OTC index options on indices published by the
Standard & Poor’s Financial Services LLC (“S&P”), a short-form index license agreement in the
form specified from time to time by S&P);

(iii) be a user of or participant in an OTC Trade Source for the purpose of affirming and
submitting confirmed trades to the Corporation for clearance; and
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(iv) meet such other requirements as the Corporation may specify.

AR-OFCHndex-Optien-Clearing Member shal-will continue to comply with all conditions
described above until the Clearing Member has closed out all open positions in OTC index
options.

[Relocated from OCC By-Laws, Article V, Section 1, Interpretation and Policy .11, with
proposed revisions]

(c) The procedures of the Corporation may provide that a Clearing Member shaH-cannot clear
transactions in a particular type of product unless, in addition to satisfying any specific
requirements applicable to such type of product set forth in the By-Laws and Rules, the
Corporation has specifically approved the Clearing Member to clear such type of product.
[Relocated from OCC By-Laws, Article V, Section 1(c)]

(d) Every-apphicant-Each Clearing Member must meet such additional non-discriminatory
standards of financial responsibility, operational capability, risk management capability,
experience and competence as may from time to time be prescribed in the statutory rules of the
Corporation.

[Relocated from OCC By-Laws, Article V, Section 1(a) with proposed revisions]

B4(e) Fitness Standards. In addition to the standards of financial responsibility, operational
capability, risk management capability, and experience and competence, the Risk-Cemmittee
Corporation shal-will consider the criteria of the Fitness Standards for Directors, Clearing
Members and Others, as adopted or amended by the Board of Directors from time to time, before
approving any application for clearing membership_and other standards as set forth in these
Rules or such other gualifications and standards as the Corporation may promulgate.

[Relocated from OCC By-Laws, Article V, Section 1, Interpretation and Policy .04, with
proposed revisions]

RULE 202 — Non-U.S. Entities and FFI Clearing Members

[Unless otherwise indicated, blue text in this new Rule 202 is being relocated from OCC
Rule 310(d), with proposed revisions marked in underlined and strikethrough text]

(ea) Beginning-on-the-Section-871(m)-tmplementation-Date,nro-No applicant that, if admitted,

would be-meet the deflnltlon of an FFI Clearing Member will be admltted to membershlp unless
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FATCA-Comphiant establishes to the satisfaction of the Corporation that its conduct of
transactions or activities with or through the Corporation will not result in the imposition of taxes
or withholding or reporting obligations with respect to amounts paid or received by the
Corporation (other than U.S. federal and State income taxes imposed on the net income of the
Corporation). If such taxes or obligations would be imposed with respect to amounts paid or
received by the Corporation but for the gualification of the applicant for a special U.S. or foreign
tax status, such as a FATCA Compliant Qualified Intermediary Assuming Primary Withholding
Responsibility, then the applicant’s initial and ongoing membership will be conditioned on the
applicant or Member qualifying for, maintaining, and documenting such status to the satisfaction
of the Corporation. Under appropriate circumstances, an applicant meeting the requirements of
this section for the purposes of some products but not others, or for transactions or activities in a
specific capacity, such as an intermediary, may be admitted to conduct transactions or activities
under limitations imposed by the Corporation and agreed to by the applicant.

[Relocated from OCC By-Laws, Article V, Section 1(e), with proposed revisions]

Ghapter—@i—and%eeﬂe#@%—eﬁhe#&emal—%venue@edeOnce admltted to membershlp an

FFI Clearing Member must not conduct any transaction or activity with or through the
Corporation that would result in the imposition of taxes or withholding or reporting obligations
with respect to amounts paid or received by the Corporation (other than U.S. federal and State
income taxes imposed on the net income of the Corporation). Under appropriate circumstances,
an FFI Clearing Member meeting the requirements of this section for the purposes of some
products but not others, or for transactions or activities in a specific capacity, such as an
intermediary, may be admitted to conduct transactions or activities under limitations imposed by
the Corporation and agreed to by the FFI Clearing Member.

(2) Each FFI Clearing Member shal-must certify annually to the Corporation that it satisfies the
requirements of Rule 310{e){1)-202(b)(1) by providing to the Corporation appropriate-tax
documentatlon attestlng to such Clearing Member’s tax status—wrth%heihtst—sueheemﬂeauen

FFI Clearlng Member shaILmust also update |ts certlflcatlon to the Corporatlon When requwed by
applicable law or administrative guidance and, if sooner, whenever the certification is no longer
accurate.

(3) Each FFI Clearing Member shal-must provide the Corporation with information relating to
Dividend-Equivalents-payments the Corporation pays or is treated as paying to such Clearing
Member in sufficient detail and in a sufficiently timely manner to enable the Corporation to
report under Chapters 3,-and-4-ef-subtitle-A Chapter 4, Chapter 61 or section 3406 of the Internal
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Revenue Code, to the extent applicable, the required amounts and other information relating to

Dividend-Equivalents-such payments and transactions giving rise thereto between ©OSG-the
Corporation and the FFI Clearing Member-en+RS-Forms-1042-and-1042-S{er-sucecessorforms).

(4) Beginning-on-the-Section-871(m)-Implementation-Date—e-Each FFI Clearing Member shal

must promptly inform the Corporation in writing if it (i) undergoes a change in circumstance that
would affect its compliance with this Rule 316¢d};202(b) or (ii) otherwise knows or has reason to
know that it is not, or will not be, in compliance with this Rule 316{d)202(b), in each case,
within two days of knowledge thereof.

(5) An FFI Clearing Member shal-must indemnify the Corporation for any loss, liability or
expense (including taxes and penalties) sustained by the Corporation as a result of such FFI
Clearing Member failing to comply with the requirements of this Rule 326{e)202(b).

(c) Every Clearing Member that is a non-U.S. entity must provide all communications (oral or
written), financial reports and other information requested by the Corporation in English, and
when directed, state monetary amounts in U.S. dollar equivalents indicating the conversion rate
and date used.

(d) The Corporation will only admit Clearing Members that are non-U.S. entities from foreign
jurisdictions that have been approved by the Risk Committee.

RULE 203 — Admission Procedures

[Unless otherwise indicated, blue text in this new Rule 203 is being relocated from OCC By-
Laws, Article V, Section 2, with proposed revisions marked in underlined and
strikethrough text]

SECHON-2: (a) Applications for clearing membership shatbmust be in such form and contain
such information as the Corporation shal-will from time to time prescribe. The Risk Committee
shal-must review and approve or disapprove such applications for clearing membership. The
Risk Committee, or its designated delegates or agents, may examine the books and papers of any
applicant, take such evidence as they may deem necessary or employ such other means as they
may deem desirable or appropriate to ascertain relevant facts bearing upon the applicant's
qualifications. If the Risk Committee proposes to disapprove an application for clearing
membership, it shal-must first furnish the applicant with a written statement of its proposed
recommendation and the specific grounds therefor, and afford the applicant an opportunity to be
heard and to present evidence on its own behalf. If the Risk Committee disapproves the
application, written notice of its decision, accompanied by a statement of the specific grounds
therefor, shal-must be mailed or delivered to the applicant. An applicant shaH-will have the right
to present such evidence as it may deem relevant to its application. A verbatim record shal-must
be kept of any hearing held pursuant hereto.
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(b) The Risk Committee may approve an applicant on an expedited basis if approval of such
applicant is appropriate for the protection of investors and the public interest. The expedited
approval process may grant certain exceptions for (i) the applicant’s compliance with the
Corporation’s membership standards for a reasonable duration and (ii) the Corporation’s internal
policies, procedures, and due diligence processes in reviewing the applicant.
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is not authorlzed to clear all types of transactlons (e.q., securities customer transactions,

segregated futures customers transactions, proprietary transactions, market-maker and JBO
Participant transactions), or all kinds of transactions (e.q., transactions in stock options, cash-
settled index options, commaodity options and futures, stock loan/borrow) may at any time
request authorization from the Corporation to conduct any or all of such activity (‘“business
expansion request”). Business expansion requests may be reviewed and approved or
disapproved by the Chief Executive Officer or Chief Operating Officer pursuant to the
procedures of the Corporation; provided that the Risk Committee will be given not less than ten
business days from the date it is notified of such approval or disapproval to determine whether
the business expansion request should be reviewed by the Risk Committee.

[Relocated from OCC By-Laws, Article V, Section 1, Interpretation and Policy .03.e, with
proposed revisions]

RULE 204 — Conditions to Admission

[Unless otherwise indicated, blue text in this new Rule 204 is being relocated from OCC By-
Laws, Article V, Section 3, with proposed revisions]

-01-Financial-Respensibility-(a) The Risk Committee will not approve any application for
clearing membership if—a- the applicant fails to meet the initial-finaneial-membership

requirements_and standards set forth in the ©GE&-Rules.
[Relocated from OCC By-Laws, Article V, Section 1, Interpretation and Policy .01, with
proposed revisions]

SECHON-3-(b) No applicant shal-will be admitted as a Clearing Member until the applicant
has deposited with the Corporation its initial contribution to the Clearing Fund in the amount
required by the Risk Committee in accordance with Chapter X of the Rules, has met all
contingencies established by the Risk Committee at the time of approval, and has signed and
delivered to the Corporation an agreement in such form as the Corporation shal-will require,
including applicant’s agreements:

(al) to clear through the Corporation, either directly or through another Clearing Member, all of
its confirmed trades and all other transactions which the By-Laws or the Rules may require to be
cleared through the Corporation;;

(b2) to abide by all provisions of the By-Laws and the Rules and by all procedures adopted
pursuant theretos;

(e3) that the By-Laws and the Rules shaHl-be-constitute a part of the terms and conditions of
every confirmed trade or other contract or transaction which the applicant, while a Clearing
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Member, may make or have with the Corporation, or with other Clearing Members in respect of
cleared contracts, or which may be cleared or required to be cleared through the Corporation;;

(g4) to grant the Corporation all liens, rights and remedies set forth in the By-Laws and the
Rules;;

(e5) to pay to the Corporation all fees and other compensation provided by or pursuant to the By-
Laws and the Rules for clearance and for all other services rendered by the Corporation to the
applicant while a Clearing Members;;

(¥6) to pay such fines as may be imposed on it in accordance with the By-Laws and the Rules;;

(g7) to permit inspection of its books and records at all times by the representatives of the
Corporation and to furnish the Corporation with all information in respect of the applicant’s
business and transactions as the Corporation or its officers may require;;

(k8) to make such payments to or in respect of the Clearing Fund as may be required from time
to time;;

(¥9) to comply, in the case of Non-U.S. Securities Firms, with the guidelines and restrictions
imposed on domestic broker-dealers regarding the extension of credit, as provided by Section 7
of the Securities Exchange Act of 1934 and Regulation T promulgated thereunder by the Board
of Governors of the Federal Reserve System, with respect to any customer account that includes
cleared contracts issued by the Corporation;; and

(#20) to comply, in the case of Non-U.S. Securities Firms, with the Rules of the Financial
Industry Regulatory Authority governing maintenance margin and cut-off times for the
submission of exercise notices by customers.-and

(©) The GGFBG-F&HGH—RISI( Commlttee may—and—m—eases—%#l%h—the%eeemﬂes&nd—%eehawe

aH-disapprove the
appllcatlon for clearmg membershlp of any applicant or person of the applicant who is subject to

a statutory-Statutory disqualification-Disqualification.

(1) In cases in which the SEC, by order, directs as appropriate in the public interest, the
Corporation will disapprove an application for clearing membership by any applicant or person
of the applicant who is subject to a statutory disqualification.

[Relocated from OCC By-Laws, Article V, Section 1(a), with proposed revisions]
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(2) Every applicant must notify the Corporation in writing if the applicant is or becomes subject
to a statutory disqualification in accordance with the requirements of Rule 306A(c).

b-(d) The Risk Committee may disapprove an application for clearing membership if the
applicant or any natural person associated with the applicant has engaged and there is a
reasonable likelihood he will again engage in acts or practices inconsistent with just and
equitable principles of trade;.

[Relocated from OCC By-Laws, Article V, Section 1, Interpretation and Policy .03b, with
proposed revisions]

01 (e) Each applicant that has been approved for clearing membership subject to satisfaction of
specified conditions shalmust meet all conditions applicable to its admission within sk-nine
months from the date on which its application was approved, unless the Risk Committee
prescrlbed an earller date at the time the appllcant was approved for clearmg membershlp tathe

e—(f) The Risk Committee may consider information provided by an-the applicant's Designated
Examining Authority,-er designated self-regulatory organization; (in the case of an applicant
primarily regulated as a futures commission merchant) and/or other self-requlatory organizations
to which an applicant is a member or has applied for membership when considering an
applicant’s compliance with the Corporation’s membership requirements and standards and

overall fitness to be a Clearlnq Member—has—sta{ed—thai—n—kweebjeenerme%eﬂ%anen—fe#

[Relocated from OCC By-Laws, Article V, Section 1, Interpretation and Policy .02.c, with
proposed revisions]

:06(q) Additional-Membership-Criteria—If the Risk Committee determines that the-an applicant’s

financial_condition, er-operational eendition-capability, risk management capability, or
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experience and competence; in relation to the business that the applicant is expected to transact
with the Corporation, makes it necessary or advisable, for the protection of the Corporation,
Clearlng Members or the general publlc the Rlsk Commlttee may mpose—(t}addrmenat

temporarv requwements for membershlp |nclud|nq but not I|m|ted to, the imposition of
protective measures pursuant to Rule 307. Additional membership criteria may be imposed until
the heightened risk presented by the Clearing Member is sufficiently reduced.

[Relocated from OCC By-Laws, Article V, section 1, Interpretation and Policy .06, with
proposed revisions]

[Consolidated with/replaced by Rule 215(b)(2) and relocated to new Rule 306A(b)(2)(B)]
RULE 2062205 — Evidence of Authority

(a) Every Clearing Member shat-must file with the Corporation a certified list of the signatures
of the representatives of such Clearing Member (including partners and officers) who are
authorized to sign agreements and other papers necessary for conducting business with the
Corporation, together with an executed copy of the powers of attorney, resolutions or other
instruments giving such authority. The Clearing Member shal-must promptly notify the
Corporation of any changes to the representatives who are authorized to act on behalf of the
Clearing Member and the certified list of signatures shaH-will be updated accordingly. The
Corporation may, in lieu of relying on an original signature, rely on a signature that is
transmitted, recorded or stored by any electronic, optical, or similar means deemed acceptable by
the Corporation. Such a signature will be considered and have the same effect as a valid and
binding original signature.
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(b) Any Clearing Member who has given a person authorization to transact business with the
Corporation shal-must, immediately upon the withdrawal, retirement, resignation or discharge of
such person or upon the revocation of his power to act, give written notice to the Corporation.

RULE 263206 — Bank Accounts

(a) Clearing Bank Account. Every Clearing Member shal-must establish and maintain a bank
account in a Clearing Bank for each account maintained by it with the Corporation. Every
Clearing Member that desires to deposit foreign currency as margin must designate a bank
account established and maintained by it at a Clearing Bank in the country of origin of such
currency or in such other location as the Corporation may approve. Each Clearing Member shah
must authorize the Corporation to withdraw funds from such bank account in accordance with

the Corporation’s Rules.

*k kK

RULE 205207 — Submission_to and Retrieval of Items to_and from the Corporation

(2) Exceptas-otherwise-permitted-by-the-Corporation—-Clearing Members shal-must submit and
retrieve instructions, notices, reports, data, and other items to-the-Cerporation-by-electronic-data

entry-in accordance with procedures prescribed or approved by the Corporation. Items submitted
to or retrieved from the Corporation by electronic data entry shat-will be deemed to constitute
“writings” for purposes of any applicable law.
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(eb) Items required or permitted to be submitted to the Corporation shal-must be submitted at or
prior to such times as the Corporation shat will specify. The Corporation may disregard any
untrmely submrssron or correctron of any such |tem e} If unusual or unforeseen condrtrons

prevent a CIeanng Member from submrttrng any instruction, notrce report data or other item to
the Corporation via-electronic-data-entry-on a timely basis, the Corporation may in its discretion
(1) require the Clearing Member to submit the item by other means, and/or (ii) extend the
applicable cut-off time by such period as the Corporation deems reasonable, practicable, and
equitable under the circumstances; provided, however, that cut-off times for submission of
exercise notices at expiration are governed by Rule 805, and by Article VI, Sec. 18 of the By-
Laws.

(c) If unusual or unforeseen conditions (including but not limited to power failures or equipment
malfunctions) prevent the Corporation from making any instruction, notice, report, data, or other
item available to a Clearing Member for electronic data retrieval on a timely basis, the
Corporation may in its discretion (i) make such item available to such Clearing Member by other
means, and/or (ii) extend the applicable time frame by such period as the Corporation deems
reasonable, practicable, and equitable under the circumstances.

RULE 267208 — Records

Every Clearrng Member shaH-must keep records showrng (a)—wrth—respeet—teeaelerall confrrmed
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Ge—rperatren data requrred pursuant to the Corporatlon S By-Laws and Rules including

confirmed trade information reported to the Corporation under Rule 401. Such records, and all
other records required by the By-Laws and Rules, shal-must be retained readily accessible for at
least five years in such form as the Corporation may authorize and shat will be deemed the joint
property of the Corporation and the Clearing Member maintaining them. The Corporation shah
be-is entitled to inspect or take temporary possession of any such records at any time upon
demand.

RULE 212209 — Security Measures

(a) The Corporation may require Clearing Members to use access codes assigned or approved by
the Corporation for electronic data entry and retrieval, and to comply with such other security
measures as the Corporation may from time to time prescribe. Clearing Members shal-must take
appropriate precautions to protect the security of their access codes and prevent the unauthorized
use thereof. A Clearing Member shal-must immediately notify the Corporation and take such
other security measures as may be necessary or appropriate if it has reason to believe that any
access code has been compromised.

(eb) A Clearing Member shal-will be bound by any instruction, notice, report, data, or other item
submitted to the Corporation in the name of the Clearing Member {B-by electronic data entry
Wrth the use of a current access code assrgned or approved by the Corporatron—e#&r}ethemrse

bythe@erperatren Whether or not the submrssron was authorrzed by the Clearing Member Any
such current access code erautherization-stamp shal-will have the same force and effect as an
authorized signature. For purposes of this subsection, an access code er-autherization-stamp
supplied to or approved for use by a Clearing Member shall-will be deemed “current” until such
time as (i) the Clearing Member notifies the Corporation that the access code erstamp-has been
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compromised and the Corporation has had a reasonable time to act on such notice, or (ii) the
Corporation disapproves continued use of the access code e+stamp-for other reasons.

[Relocated from Rule 212 with proposed revisions]

[Relocated to new Rule 211(a) with proposed revisions]
RULE 209210 — Payment of Fees and Charges

(a) Fees and charges owing by a Clearing Member to the Corporation shat-will be due and
payable within five business days following the end of each calendar month. Notwithstanding the
foregoing, (i) the Operational Loss Fee owing by a Clearing Member to the Corporation shat
will be due and payable within five business days following the Corporation’s notice to the
Clearing Member that the Operational Loss Fee is due and (ii) any fine levied by the Corporation
for a minor rule violation that has not timely contested, as described in Rule 1201(b), or fine
levied pursuant to Chapter X1I of the Rules will be due and payable immediately upon notice.

(b) The Corporation shaH-will be authorized to withdraw from each Clearing Member’s bank
account establlshed with respect to |ts firm account on or after the ﬁtth—bcm’fess—elay—feueamng

l:essﬁCeeLtlme at WhICh such pavment is due pursuant to paraqraph (a) of thls Rule:; (|) an

amount equal to the amount of any fees and charges owing to the Corporation, (ii) an amount
equal to the amount of any fees due to an Exchange for whom the Corporation has agreed to
collect such fees, (iii) if the Clearing Member is participating in the Market Loan Program a
Market-Lean-Clearing-Member, an amount equal to the amount of any fees and charges owing to
any Loan Market for which the Corporation has agreed to collect such fees and charges, (iv) the
amount of any fine levied by the Corporation for a minor rule violation that the Clearing Member
has not timely contested, as described in Rule 1201(b), and (v) the amount of any other fine
levied by the Corporation pursuant to Chapter XII.

RULE210—Reserved

Reserved-
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RULE 211 - Reports and Notices efPropesed-Amendments-to-By-Laws-and-Rules-by the
Corporation

(a) The Corporation may from time to time prescribe the form of reports to be made available
and the manner by which reports are to be made available by the Corporation to Clearing
Members. Each Clearing Member shal-will have the duty to promptly retrieve and review each
report made available to such Clearing Member for errors. Except as may otherwise be provided
in these Rules, the failure of a Clearing Member to advise the Corporation by telephone or email
on the business day on which the report is made available of any item requiring change for any
reason whatsoever shal-will constitute a waiver of such Clearing Member's right to have such
item changed.

[Relocated from Rule 208 with proposed revisions]

3 The Corporation
shall prowde all Clearmg Members and other reglstered clearing agencies with the text or a
description of the proposed rule change filed with the SEC or the CFTC and a statement of its
purpose and effect on Clearing Members by posting proposed rule changes on its website. This

Rule 211 shal-does not require the Corporation to give notice of any modification that is made in
a proposed rules change after the Corporation has given notice of such proposed rules change,
although to the maximum extent practicable, the Corporation shall also give notice of such
modifications. The failure of the Corporation to comply with this Rule in any respect shaH-will
not affect the validity, force or effect of any rules change or of any action taken by the
Corporation pursuant thereto.
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[Relocated to new Rule 209]

ancial » :

(c) Within 60 days following the close of each fiscal year, the Corporation shat-will furnish to
each Clearing Member copies of (i) the Corporation's audited financial statements for such fiscal
year, together with the report of the Corporation's independent public accountants thereon, and
(i) a report by the Corporation's independent public accountants on the Corporation's system of
internal accounting control, describing any material weaknesses discovered and any corrective
action taken or proposed to be taken. Within 30 days following the close of each fiscal quarter,
the Corporation shal-will make available to any Clearing Member, upon request, copies of the
Corporation's unaudited financial statements for such fiscal quarter.
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[Relocated to new Rule 306B(e), with proposed revisions]
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RULE 212 — Voluntary Termination of Membership

(a) Voluntary Termination Notice. A Clearing Member may elect to voluntarily terminate its
membership by providing written notice to the Corporation (“Voluntary Termination Notice”).
The Clearing Member must specify in the Voluntary Termination Notice a desired date for its
withdrawal from membership (“Termination Date”). The terminating Clearing Member shall
close out or transfer all open positions with the Corporation by the Termination Date.

(b) Treatment of Clearing Fund Deposits. The Corporation will retain the terminating Clearing
Member’s Clearing Fund contribution at least until final billing is complete during the calendar
month immediately following the Termination Date. However, a terminating Clearing
Member’s Clearing Fund contribution may be subject to a proportionate charge or use for
purposes of a borrowing pursuant to Rule 1006 until the next monthly or intra-month sizing of
the Clearing Fund.

(1) If a terminating Clearing Member’s Clearing Fund contribution is subject to a proportionate
charge or used for purposes of a borrowing prior to the next monthly or intra-month sizing of the
Clearing Fund, the terminating Clearing Member’s Clearing Fund contribution may be retained
by the Corporation until such time as it is no longer needed to satisfy its purpose and use under
Rule 1006. However, a terminating Clearing Member will not be subject to replenishment or
assessments under Rule 1006(h).

(2) The Corporation may debit from the terminating Clearing Member’s Clearing Fund
contribution any outstanding payment obligations owed and not paid to the Corporation by the
time final billing is complete during the calendar month immediately following the Termination
Date.

(c) Failure to Close Out. If the terminating Clearing Member does not close out or transfer all
open positions with the Corporation by the specified Termination Date, the terminating Clearing
Member must notify the Corporation of a new Termination Date, unless otherwise agreed upon
by the Corporation.
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(d) Termination During a Cooling-Off Period. Notwithstanding the foregoing, any VVoluntary
Termination Notice provided during a cooling-off period implemented pursuant to Rule 1006(h)
shall be subject to the requirements of Rule 1006(h).

* k * k%

Chapter 111 - FINANCIAL REQUIREMENTSMEMBERSHIP STANDARDS
RULE 301 - hnitialReguirements-Financial Responsibility

(a) General. Each Clearing Member, including applicants for clearing membership, must meet

the financial resource and responsibility requirements set forth in these Rules and such other
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gualifications and standards as the Corporation may promulgate. All dollar amounts in this Rule
301 refer to U.S. dollars.

(b) Minimum Capital. Clearing Members must maintain the following minimum capital
requirements. No opening purchase transaction or opening sale transaction will be cleared by or
through any Clearing Member, and no Stock Loan will be entered into by any Clearing Member,
at any time when such Clearing Member's capital falls below its respective minimum capital

requirement.

(1) Registered Broker-Dealers. Every Clearing Member that is a fully-registered broker-dealer
must maintain minimum net capital equal to the greater of: (i) $10 million; (ii) in the case of a
broker-dealer not electing to operate pursuant to the alternative net capital requirements, 6 2/3%
of its aggregate indebtedness (i.e., aggregate indebtedness cannot exceed 1500% of net capital);
or (iii) in the case of a broker-dealer electing to operate pursuant to the alternative net capital
requirements, 2% of its aggregate debit items.

(2) Reqistered Futures Commission Merchants. Every Clearing Member that is a fully-registered
FCM must maintain minimum adjusted net capital equal to the greater of $10 million or any
other minimum financial requirements established by reqgulation of the CFTC.

(3) Canadian Investment Dealers and other Non-U.S. Securities Firms. Non-U.S. Securities
Firms must maintain the following levels of minimum net capital.

(i) Canadian Investment Dealers. Every Clearing Member that is a registered investment dealer
requlated by the Investment Industry Requlatory Organization of Canada must maintain risk
adjusted capital equal to the greater of $10 million or 2% of total margin required.

(i1) Other Non-U.S. Securities Firms. Every Non-U.S. Securities Firm that is not a Canadian
Investment Dealer must maintain capital substantially similar to (adjusted) net capital required
for fully-registered broker-dealers or fully-registered futures commission merchants equal to the
greater of $10 million or the amount required by the firm’s applicable regulatory minimum
requirements established by the regulatory authority of that country’s government or an agency
or instrumentality thereof. If the Risk Committee prohibits the use of the non-U.S. jurisdiction’s
requlatory minimum requirements or chooses to supplement a non-U.S. jurisdiction’s regulatory
minimum requirements, then a Non-U.S. Securities Firm must maintain total equity greater than
$25 million.

(4) Banks. Every U.S. bank Clearing Member must maintain Tier 1 Capital of at least $500
million, a Tier 1 Capital Ratio greater than 6%, and be either “well-capitalized” or “adequately-
capitalized” as measured by prompt corrective action (“PCA”) capital category ratios applicable
to such U.S. Banks. Every U.S. branch of a non-U.S. bank that is a Clearing Member must be a
branch of a non-U.S. bank that maintains Tier 1 Capital of at least $500 million (or its equivalent
in the relevant home country currency), maintain a Tier 1 Capital Ratio greater than 6%, and that
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remains at least adequately capitalized as calculated or defined pursuant to the requlatory capital
rules of the applicable banking requlatory authority of its home country.

(c) If a Clearing Member is reqgistered as a broker-dealer under Section 15(b)(1) of the Securities
Exchange Act of 1934 and also as a futures commission merchant under Section 4f(a)(1) of the
Commodity Exchange Act, the Clearing Member must comply with all applicable capital

requirements.

(d) Extreme But Plausible Events and Contingency Planning. Every Clearing Member shatl-must
have access to sufficient financial resources to meet obligations arising from clearing
membership in extreme but plausible market conditions, as determined by the Corporation for
purposes of this Rule. Every Clearing Member shal-must also maintain adequate procedures,
including but not limited to contingency funding and alternate settlement bank arrangements, to
ensure that it is able to meet its obligations arising in connection with clearing membership when
such obligations arise.

. Interpretations and Policies:

.01 The terms “net capital,” “aggregate indebtedness”, and “debt-equity-total-aggregate debit
items” shal-must be computed for a broker-dealer Clearing Member in accordance with

Seeuﬂﬂes—&nd—%eehange—eemmlsslen SEC Rule 15¢3-1 and 1503 3, as apphcable—p#ewded—
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2 de a [ O O od a) a

. For the purpose of this Chapter I11 only, the term “customer” shalH-have-has the
meaning set forth in paragraph (c)(6) of said-SEC Rule 15¢3-1.
[Relocated from Rule 307 with proposed revisions]

-01.02 If a Clearing Member maintains proprietary options positions but carries those positions
in an account or accounts with another Clearing Member and is otherwise eligible to calculate its
net capital requirement in accordance with the provisions of Securities and Exchange
Commission Rule 15¢3-1(a)(6), the Clearing Member must nevertheless take the risk based
haircuts associated with proprietary securities positions in determining its compliance with the
Corporation’s minimum net capital requirements. : :
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RULE 302 — Operational Capability

(a) General. Each Clearing Member, including applicants for clearing membership, shall meet
the operational capability, experience, and competence standards set forth in these Rules and
such other qualifications and standards as the Corporation may promulgate.

(ab) Offices. Every Clearing Member shal-must maintain facilities for conducting business with
the Corporation. There shal-must be available at-said-factity during such hours as may be
specified from time to time by the Corporation, a representative of the Clearing Member
authorized in the name of the Clearing Member to take all action necessary for conducting
business with the Corporation during regular and overnight business hours.

[Relocated from Rule 201(a), with proposed revisions]

(c)4- Books and Records. Every Clearing Member must maintain is-in-comphance-with-aH
apphcable-requirements-with-respectto-the-maintenanee-of-books and records in accordance with
the requirements of its applicable regulatory agency, including but not limited to any applicable
requirements under the Securities Exchange Act of 1934, the Commodity Exchange Act, or beth;
as-the-case-may-ber-oer-the requirements of any non-U.S. requlatory agency, and with such
additional requirements as the Corporation may impose.

[Relocated from OCC By-Laws, Article V, Section 1, Interpretation and Policy .02.a.1 and
.02.a.2, with proposed revisions]

b-(d) Ability to Discharge Responsibilities. the-applicant-employs-personneland-utilizes

procedures-which—in-the-opinion-of the Risk-Committee; Clearing Members must maintain
facilities, systems and procedures that are operationally sufficient to-enable-the-apphicantte

discharge its functions as a Clearing Member in a timely and efficient manner, including the
ability to process expected volumes and values of transactions cleared by the Clearing Member
within required time frames, including at peak times and on peak days; the ability to fulfill
collateral, payment, and delivery obligations as required by the Corporation; and the ability

to participate in applicable operational and default management activities, including auctions, as
may be required by the Corporation and in accordance with applicable laws and regulations.
[Relocated from OCC By-Laws, Article V, Section 1, Interpretation and Policy .02.b, with
proposed revisions]

(ae) Physically-Settled Equity Options and Stock Futures. Every Stock Clearing Member and
every Clearing Member that effects transactions in physically-settled stock futures shall be and
remain a participant in good standing of the correspondent clearing corporation; provided,
however, that the foregoing shall not apply to: (i) an Appointing Clearing Member during a
period when such Appointing Clearing Member has in effect an appointment of an Appointed
Clearing Member pursuant to subparagraph{g)-hereef-Rule 901(f); or (ii) a Canadian Clearing
Member on behalf of which CDS maintains an identifiable subaccount in a CDS account at the
correspondent clearing corporation, provided that CDS is a participant in good standing of the
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correspondent clearing corporation during the period when such Canadian Clearing Member has

in effect an appointment of CDS pursuant to subparagraph-(h)-hereet-Rule 901(q).

[Relocated from Rule 901(a) with proposed revisions]

(f) Stock Loan Programs. Clearing Members participating in the Corporation’s Stock Loan
programs shall meet the following additional operational requirements.

07(1) Destgnhation-as-a-Hedge-Clearing-Member-Stock Loan/Hedge Program. ir-orderte-be
designated-as-a-Hedge-Clearing-Member—a-Every Clearing Member participating in the Stock

Loan/Hedge Program must: (i) be a member of the Depository (as defined in Article XXI of the
By-Laws) or be a Canadian Clearing Member on behalf of which CDS maintains an identifiable
sub-account in a CDS account at the Depository, provided that CDS is a participant of the
Depository eligible to perform the necessary functions on behalf of the Canadian Clearing
Member during the period when such Canadian Clearing Member has in effect an appointment
of CDS pursuant to the provisions set forth in this Interpretation, and (ii) execute such
agreements and other documents as the Corporation may prescribe.

[Relocated from OCC By-Laws, Article V, Section 1, Interpretation and Policy .07, with
proposed revisions]

-GlA(_LDeslgnatten-asﬂa—Maert—Eean—GleaF%MembeeMarket Loan Proqram tr-orderto-be

Clearmg Member must—leea—HeeIgeGleamg—Memleeepartlcmatmq in the Stock Loan/Hedqe

Program must and: (i) be a U.S. Clearing Member_or Clearing Member from any foreign country
or jurisdiction approved by the Risk Committee, (ii) be a subscriber to such Loan Market with
full access to services provided by the Loan Market, (iii) be a member of the Depository that has
provided the Depository with written authorization to honor instructions issued by the
Corporation against such Clearing Member’s account at the Depository, and (iv) execute such
agreements and other documents as the Corporation may prescribe. A separate designation is
required for each Loan Market in which a Clearing Member participates. A MarketLoan
Clearing Member shal-must continue to comply with all conditions referred to in (i) — (iv) above
until the Clearing Member has terminated all open stock borrow and loan positions resulting
from Market Loans.

[Relocated from OCC By-Laws, Article V, Section 1, Interpretation and Policy .07A, with
proposed revisions]

RULE 303 — Financial, Operations, and Risk Management Personnel

€-(a) the-Every applicant or Clearing Member must employ personnel or maintain contractual
arrangements with third-party service providers acceptable to the Corporation with laeks

substantial experience in clearmg the kmd(s) of cleared contracts that the applicant or member member
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appheant’slack-ofsuch-experience. Every Clearing Member must maintain supervisory authority

over all internal staff conducting business with the Corporation and over the activities and
functions performed by third-party vendors.

[Relocated from OCC By-Laws, Article V, Section 1, Interpretation and Policy .03.c, with
proposed revisions]

(b) Every Clearing Member must employ personnel who are responsible for such Clearing
Member’s compliance with applicable net capital, recordkeeping, and other financial,
operational, and risk management rules or maintain contractual arrangements with third-party
service providers to perform such activities or functions. The employed personnel are:

(al)
empleyaueasteoneasseeratedrpersenwhor&m the case of a fullv-reqlstered broker dealer a
registered as-a “Limited Principal Financial and Operatlons” w1th the FlnanC|aI Industry
Regulatory Authority-e i
such:;

(2) in the case of a fully-registered FCM or other registrant registered under Section 4f of the
Commodity Exchange Act that is not a fully-reqgistered broker-dealer, a chief financial officer or
other person with appropriate gualifications who is responsible for supervising the preparation of
the applicant's financial reports;

(3) in the case of a bank, Every-Canadian Clearing-Member-that-is-an-exempt-Investment Dealer
or other other Non uU.S. Gleanﬂg-MemJeer—Securltles Firm —shal#empleyﬂat—least—eneasseehated—persen

#eH—Hmeempteyeeef—the—Gle&nng—Member a chlef flnanC|aI offlcer or other person W|th

appropriate qualifications who is responsible for supervising the preparation of the Clearing
Member's financial reports.
[Relocated from OCC Rule 214(a), with proposed revisions]

(c) Each Clearing Member shal-must ensure that it has employs an appropriate number of
clearing operations personnel or maintains adequate contractual arrangements with third-party
service providers with the requisite capability, experience, and competency te such that the
Clearmq Member can reasonably ensure that theGlearmg—Member |t is able to eleaeand—settle

C > C C




File No. SR-OCC-2023-002
Page 230 of 271

~discharge
its functlons as a Clearlnq Member in a timely and eff|C|ent manner, mcluqu[ReIocated from

OCC Rule 214(c), with proposed revisions]

()-Every-Clearing-Membershall-maintain the ability to process expected volumes and values

of transactions cleared by the Clearing Member within required time frames, including at peak
times and on peak days; the ability to fulfill collateral, payment, and delivery obligations as
required by the Corporation, and the ability to participate in applicable operational and default
management activities, including auctions, as may be required by the Corporation and

in accordance with applicable laws and regulations. Each Clearing Member must submit to the
Corporation a list of the clearing operations personnel it employs in such form as is acceptable to
the Corporation, including, without limitation, the names, titles, primary offices, email addresses,
and business phone numbers for all such personnel.

[Relocated from OCC Rule 214(d), with proposed revisions]

a—Fhe-agreement(d) Any contractual arrangements with third-party service providers used to
satisfy the requirements of Rule 302 and this Rule 303 must:

(1) clearly sets forth the specific facHitiesmanagement services {the“managed-services - which
are-to be performed by the Managing-Clearing-Member third-party service provider on behalf of
a Clearing Member {the-“Managed-Clearing-Member-)-and the respective duties and obligations
of the Managmg—@leanng—Memleeeand—l\Aanaged—thlrd party service prowder and the Clearmg

b-(2) Fhe-agreement-provides that #-the agreement will not be terminated until 30 days after
ertten notice of such termlnatlon IS prowded él)—bﬁhe%mnna%mgﬁaam&emeeerpeﬁmn—and
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authorlty and abllltv to perform |n|t|al and onqornq due diligence on the third-party service
provider.

[Relocated from OCC By-Laws, Article V, Section 1, Interpretation and Policy .05, with
proposed revisions]

-02-(e) Should a separation or termination of an agreement with a third-party service provider
occur between the only personnel assectated-persen or third-party service provider who meets
the requirements of this-Rule 303 and the Clearing Member, such Clearing Member shaHl-will
have three months from the effective date of the separatron to comply wrth thls Rule Fhe

RULE 218304 — Operational and Default Management Testing

() BCP and Disaster Recovery. The Corporation will periodically designate Clearing Members
required to participate in business continuity and disaster recovery testing.

(al) The Corporation has established standards for designating those Clearing Members required
to participate in business continuity and disaster recovery testing that the Corporation reasonably
determines are, taken as a whole, the minimum necessary for the maintenance of fair and orderly
markets in the event that business continuity and disaster recovery plans are required to be
activated. Such standards take into account the following factors: (i) volume thresholds; (ii) the
nature of interconnectedness based on a firm’s approved business activities; (iii) the existence of
significant operational issues during the past twelve months; and (iv) past performance with
respect to operational testing. The specific standards adopted by the Corporation are published to
Clearing Members and any updates or modifications therete-shal-will be published to Clearing
Members and applied on a prospective basis.
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(b2) Upon advance notification that it has been designated to participate in business continuity
and disaster recovery testing as described in subparagraph (a)(1) above, Clearing Members shal
will be required to fulfill, within the time frames established by the Corporation, certain testing
requirements (the scope of such testing to be determined by the Corporation in its sole
discretion) and related reporting requirements (such as reporting the test results to the
Corporation in a manner specified by the Corporation) that may be imposed by the Corporation.

(eb) Default Management. The Corporation shal-will periodically designate Clearing Members
required to participate in default management testing.

(1) by-using-The Corporation has established key factors to select designees that the Corporation
reasonably determines are, taken as a whole, the minimum necessary for the maintenance of fair
and orderly markets, the promotion of robust risk management, the support of stability of the
broader financial system and the protection investors and the public interest. Such key factors
will include but not be limited to: (i) suitability of business activities and anticipated impact on
resources; (ii) historical open interest and volume in asset classes, where appropriate; and (iii)
participation in previous tests.

(d2) Upon advance notification that a Clearing Member has been designated to participate in
default management testing as described in subparagraph (eb)(1) above, the Clearing Member
shal-will be required to fulfill, within the time frames established by the Corporation, certain
testing requirements (the scope of such testing to be determined by the Corporation in its sole
discretion) and related reporting requirements (such as reporting the test results to the
Corporation in a manner specified by the Corporation) that may be imposed by the Corporation.

(c) Other Operational Testing. The Corporation may also require Clearing Members to
participate in other operational and connectivity testing and related reporting requirements (such
as reporting the test results to the Corporation in a manner specified by the Corporation) that the
Corporation deems necessary to ensure the continuing operational capability of the participant
and the continuing ability of the Corporation to perform its clearing, settlement, and risk
management activities.

[Rule 304 relocated from OCC Rule 218, with proposed revisions]

RULE 311305 — Clearing Member Risk Management

(a) Each Clearing Member must maintain current written risk management policies and
procedures that address the risks the Clearing Member may pose to the Corporation. The
Corporation will review the risk management policies, procedures, and practices of each
Clearing Member on a periodic basis and may take appropriate action to address concerns
identified in such reviews, including but not limited to the imposition of protective measures
pursuant to Rule 307.

(b) Each Clearing Member must provide to the Corporation such information and documentation
as may be requested by the Corporation from time to time regarding such Clearing Member’s
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risk management pO|ICIeS procedures and practlces—rnelud+ng—be{enet—Hm4%edJee—rr#ermaHen

(c) Each Clearing Member must provide to the Commodity Futures Trading Commission such
information and documentation as requested by the Commaodity Futures Trading Commission
regarding such Clearing Member’s risk management policies, procedures, and practices.
[Relocated from OCC Rule 311, with proposed revisions]

RULE 306 — Notification and Reporting Requirements

Each Clearing Member shall provide to the Corporation such notices, reports, documentation, or
other information required in these Rules and any other requirements the Corporation may

promulgate.

RULE 306A — Event-Based Reporting
| ) )

(a) Early Warning Notices. A Clearing Member shall notify an officer of the Corporation

mmediatehy-and-shall promptly, {and in any event, prior to 3:00 P.M. Central Time (4:00 P.M.
Eastern Time) of the next business day} eenfirm-such-netice-in writing, if:

(1) tThe Clearing Member notifies, is required to notify, or receives notice from, any regulatory
organization (as defined in this paragraph) of any financial or operational difficulty affecting the
Clearing Member or of any failure by the Clearing Member to be in compliance with the
financial or operational responsibility rules or capital requirements of any regulatory
organization. Any notice, whether written or otherwise, from a regulatory organization informing
a Clearing Member that it may fail to be in compliance with the financial or operational
responsibility rules or capital requirements of the regulatory organization unless it takes
corrective action, or informing it that it has triggered any provision in the nature of an early
warning provision contained in any such rule or regulation, constitutes a notice for purposes of
the preceding sentence. The Clearing Member shal-must include with any written confirmation
to the Corporation a copy of any written notice provided or received by the Clearing Member
which is referred to in the confirmation.

(b2) A—The Clearmg Member isa fully-reglstered as—abroker dealer uneler%eeﬂen—lé{-le}ela—er

(2A) such Clearing Member's net capital shat-become-is less than the greater of:

(i) $2,500,00012 million;;-er
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(i1) in the case of a Clearing Member net-electing to operate pursuant to the alternative
net-capitalrequirements)-ten-percent(10%)-efts-aggregate indebtedness standard, 10

percent of its aggregate indebtedness (i.e., aggregate indebtedness exceeds 1000 percent

of net capital);; or

(iii) in the case of a Clearing Member electing to operate pursuant to the alternative net
capital requirements,five-perecent{5%; of its aggregate debit items:-or.

(2B) the aggregate principal amount of such Clearing Member's satisfactory
subordination agreements (other than such agreements which qualify as equity capital
under paragraph (d) of Securities and Exchange Commission Rule 15¢3-1) shal-exceeds
70% pereentof such Clearing Member's debt-equity total; or

(3C) such Cleanng Member—has—ne%eleeted%eepenat%mdeeparagraph—@a}@ef—&are

capital is requrred to provrde notrce to any requlatory orqanrzatron pursuant to SEC Rule
15¢3-1(a)(6) or (c)(2)(x) regarding carrying of accounts of market-makers or listed
options specialists; or

. s al is required to t
equlatory orqanlzatlon (as deflned below) under SEC Rule 15¢3-

provide notice to any

1(a)(7); or

(5E) such Clearing Member's Examining Authority has granted to such Clearing
Member, pursuant to paragraph (c)(2)(v)(C) of said Rule 15¢3-1, an extension of any
time period provided for resolving short securities differences under paragraph
(©)(2)(v)(A) of said Rule-; or

(6F) such Clearing Member has provided any notice as required by paragraph (e)(1)(iv)
of Rule 15¢3-1. Such Clearing Member shall also furnish the Corporation with a copy of
each notice so provided.

(€3) ArThe The Clearing Member isa fully-reglstered asefutures commlssmn merchant
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(A) H-the-such Clearing Member’s adjusted net capital shall become less than the greater
of $2,500,00012 million or the minimum-early warning adjusted net capital reguired

requirements established by the-Clearing-Member s Designated-Self-Regulatory
Organization-CFTC Rule 1.12(b); or-

(B) such Clearing Member has provided any notice as required by paragraphs (c), (d),
()(3), (H)(4), (q) or (m) of CEA Rule 1.12. Such Clearing Member shall also furnish the
Corporation with a copy of each notice so provided.

(4) The Clearing Member is a Non-U.S. Securities Firms, including if it is a Canadian

Investment Dealer and:

(A) in the case of a Canadian Investment Dealer (i) its risk adjusted capital is less than $12
million or 5% of total margin required; or (ii) it is subject to an early warning designation under
the financial and operational rules established by the Investment Industry Requlatory Authority
of Canada.

(B) in the case of other Non-U.S. Securities Firms:

(i) its net capital equivalent is less than the greater of: (a) $12 million or (b) the early
warning amount required by the firm’s applicable regulatory requirements established by
the requlatory authority of that country’s government or an agency or instrumentality
thereof;

(ii) if the Risk Committee has prohibited the use of the non-U.S. jurisdiction’s requlatory
minimum and early warning requirements or chooses to supplement a non-U.S.
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jurisdiction’s regulatory minimum or early warning requirements, its total equity is less
than $30 million.:

(C) any violation on its part of the rules or regulations relating to financial responsibility
or protection of customer property of its Non-U.S. Regulatory Agency (or any other
governmental agency or instrumentality or independent organization or exchange to
whose authority it is subject);

(D) any notice (whether written or otherwise) received from its Non-U.S. Regulatory
Agency (or any other agency, instrumentality, organization or exchange) (a) alleging a
violation of any such rule or requlation, (b) informing it that it may violate any such rule
or regulation unless it takes corrective action, or (c) informing it that it has triggered any
provision in the nature of an early warning provision contained in any such rule or

requlation; or

(E) such other events as the Corporation may specify.

(5) The Clearing Member is an eligible bank and:

(A) such Clearing Member’s Tier 1 Capital is less than $600 million;

(B) such Clearing Member’s Tier 1 Capital Ratio is less than the greater of (i) 7% or (ii)
its Tier 1 Capital Ratio requlatory requirement plus 1%, or such Clearing Member is
deemed undercapitalized as calculated or defined pursuant to the requlatory capital rules
of the applicable banking regulatory authority of its home country;

(C) any violation on its part of the rules or requlations relating to financial responsibility
of its requlatory agency (or any other governmental agency or instrumentality or
independent organization or exchange to whose authority it is subject);

(D) any notice (whether written or otherwise) received from such agency (or any other
agency, instrumentality, organization or exchange) (a) alleging a violation of any such
rule or requlation, (b) informing it that it may violate any such rule or requlation unless it
takes corrective action, or (c) informing it that it has triggered any provision in the nature
of an early warning provision contained in any such rule or requlation; or

(E) such other events as the Corporation may specify.
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..Interpretations and Policies:

.01 The terms—net-eapital,"“aggregate-indebtedness’-and “debt-equity total” shall be computed

for a Clearlng Member in accordance with Securltles and Exchange Comm|35|on Rule 15¢3-1.;

Rele—l%%—l—anel—t The term * satlsfactory subordlnatlon agreement” shall mean a subordlnatlon
agreement meeting the requirements of Appendix D to said-Rule 15¢3-1 and any additional
requwements not |ncon3|stent therewith, |mposed by a Clearmg Member’s Examlnlng Authorlty

[Relocated from Rule 307 with proposed revisions]

RULE-215(b) Notice of Material Changes and Information Requests. Each Clearing Member
must give the Corporation written notice of any material changes specified in this Rule 306A(b).
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[This sub-section (b) is being relocated from OCC Rule 215, with proposed revisions, unless
otherwise indicated]

(1) Each Clearing Member shal-must give the Corporation prompt prior written notice of any
material change in its form of organization or ownership structure, including:

(2A) the merger, combination or consolidation between the Clearing Member and another person
or entity;

(2B) the assumption or guarantee by the Clearing Member of all or substantially all of the
liabilities of another person or entity in connection with the direct or indirect acquisition
of all or substantially all of the assets of such person or entity;

(3C) the sale of a significant part of the Clearing Members' business or assets to another
person or entity;

(4D) a change in the name, form of business organization, or jurisdiction of organization or
incorporation of the Clearing Member; and

(5E) a change in the direct or indirect beneficial ownership of 10% or more of the equity
of the Clearing Member.

(b2) Each Clearing Member shal-must give the Corporation re-ess-than-30-days-prier prompt
written notice of material operational or financial changes, including:

(2A) a ptanned-change in location of clearing operations;

(2B) a planned-change in location of its offices maintained pursuant to Rule 264302(b); and

(3C) a planned-change in the-any personnel of the Clearing Member responsible for ensuring that
the Clearing Member is able to fulfill its obligations as a Clearing Member pursuant to Rule

214303(c)-;

(D) a new or revoked stock settlement relationship with another Clearing Member or CDS;

(E) a change in the Clearing member’s independent public accountant:

(F) a change in any non-U.S. Clearing Member’s requlatory capital standards:

(G) if Clearing Member is experiencing operational difficulties or is non-compliant with
operational capability requirements:;

(H) current or hindsight customer reserve or customer segregation deficiencies;
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(1) a change in registration status or requlatory authorization;

(J) current or hindsight net capital deficiencies;

(K) a change in date for its fiscal year-end; or

(L) Fhe-If a Canadian Hedge-Clearing Member participating in the Stock Loan/Hedge Program
shaH-prompthy-notify-the- Corperation-writing—H--knows or reasonably expects that CDS will
cease, or if CDS has ceased, to act on behalf of the Canadian Hedge-Clearing Member with
respect to effecting delivery orders for stock loan and stock borrow transactions.

[Relocated, in part, from OCC By-Laws, Article V, Section 1, Interpretation and Policy
.07, with proposed revisions]

(e3) Each Clearing Member shal-must give the Corporation ne-tess-than-60-days-prompt prior
ertten notlce of its mtentlon to enter |nt01a4aemnesrnqanageme%a#angemen{—a&deseﬂbedrm

termlnate or alter ItS

outsourcmq aCtIVItIES

(4) Each Clearing Member must give the Corporation prompt written notice if separation or
termination of an agreement occurs between the only personnel, associated person, or third-party
service provider who performs activities necessary to meet the requirements of Chapter |11 of the
Rules or is otherwise critical to ensuring that the Clearing Member is able to clear and settle
confirmed trades in account types for which it is approved.

(5) Each Clearing Member shall notify the Corporation within 30 days (i) of its independent
auditor issuing a qualified opinion of its financial statements or (ii) of notification by its
independent auditor that the independent auditor has identified a material weakness in an internal
control over financial reporting.

(¢6) Each Clearing Member shall-must, within the time period reasonably prescribed by the
Corporation, furnish to the Corporation such documents and information as the Corporation may

from time to time require pursuant to Article-\-Section-3(g)-of the-Corporation’s By-Laws-and

Chapters 11 and 111 of the Corporation’s Rules.

(bc) Statutory Disqualifications. A Clearing Member, or any applicant for clearing membership,
that is or becomes subject to a statutory disqualification shal-must prempthy-as soon as
practicable upon learning of such statutory disqualification and in any event within 20 business
days thereafter:

(#1) notify the Corporation in writing as-seen-as-practicable-upentearning-ofsuch-of the statutory
dlsquallflcatlon and—m—any—evenﬂ#ﬁhm%—bem%&daw#mea#e#{u}aeeempany—weh
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(H+2) further accompany such notrfrcatron with eepqe&ef—a”—eleeuments—that—areeer%ned—m—the

any-information
and forms mcludrng amendments thereto related to the statutory drsqualrfrcatron received from
or provided to the SEC, the CFTC or any self-regulatory organization, including, as applicable;:
(i) a copy of the order, judgment, letter of acceptance, waiver and consent, or other document
evidencing the event that gave rise to the statutory disqualification, and (ii) any amended Form
BD, Financial Industry Regulatory Authority (“FINRA”) Form MC-400A, any written response
to a National Futures Association (“NFA”) Rule 504 Notice of Intent or other written request for
relief addressed to such self-regulatory organization. Clearing Members that are not members of
FINRA or NFA must provide the Corporation with, at a minimum, the information contained in
FINRA Form MC-400A in addition to any forms filed with any self-regulatory organization or
regulatory agency with respect to a statutory disqualification or similar provision of the laws or
regulations applicable to such applicant.
[Relocated from Rule 217(b) with proposed revisions]

[Relocated from OCC Rule 217(b) — (e), with proposed revisions]

RULE 306B — Periodic Reporting

(a) Financial Reports. Each Clearing Member shall submit statements of its financial condition
at such times and in such manner as shall be prescribed by the Corporation from time to time.

(al) Broker-Dealers. Every Clearing Member etherthan-an-exemptNon-U-S—Clearing-Member
that is a fully-reqistered broker-dealer shal-must eauseteJeeflleel Wlth the Corporation a true

and complete copy of Part I, 1A, or any other variation of
SEC Form X-17A-5 within 2020 business days after the end of each month (regardless of
whether or not such Clearing Member is required to prepare or file such report on a monthly
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baS|s Wlth another requlatorv or self- requlatorv orqanlzatlon) —exeepﬁeﬁhes&memhswhwh

Commlssmn Merchants. Everv Clearmq Member that is a fully- reqlstered FCM must file with the

Corporation a true and complete copy of CFTC Form 1-FR-FCM within 20 business days after the
end of each month (regardless of whether or not such Clearing Member is required to prepare or
file such report on a monthly basis with another requlatory or self-requlatory organization).
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:01-(3) Canadian Investment Dealers. Every exempt-Nen-U-S: Clearing Member that is a
Canadian Clearing-Member-Investment Dealer shal-must eause-te-be-filed with the Corporation
a true and complete copy of its Form 1 of the International Financial Reporting Standards
(“Form 17) within_the later of (i) 30-calendar20 business days of the end of each month_or (ii)
monthly deadllnes establlshed by IIROC—exeep{—feHhaPmemh—mmwhﬁeenelades—me—ﬁseaLyeﬁ
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(4) Other Non-U.S. Securities Firms. Every Clearing Member that is a Non-U.S. Securities Firm
(excluding Canadian Investment Dealers) must file with the Corporation true and complete
copies of such financial reports specified by the Corporation at the same time such report is filed
with its primary regulatory authority. The financial reports must be prepared in accordance with
its non-U.S. regulatory requirement.

(5) U.S. Banks. Every Clearing Member that is a U.S. national bank or state-chartered bank must
file with the Corporation a copy of its Consolidated Report of Condition and Income (“Call
Report”) and (to the extent not contained within such Call Reports) information containing each
of its capital levels and ratios due at same time it is filed with primary requlatory authority. If the
Clearing Member is not required to file a Call Report, then it must file with the Corporation a
copy of its unaudited quarterly financial statements as provided to the state requlatory authority
having jurisdiction over the participant, containing each of its capital levels and ratios.

(6) Non-U.S. Banks. Every Clearing Member that is a non-U.S. bank must file with the
Corporation true and complete copies of such financial reports specified by the Corporation at
the same time such report is filed with a primary requlatory authority. The financial reports must
be prepared in accordance with its non-U.S. regulatory requirement.

03 (7)The Corporation shal-will deliver to the CFTC upon request any financial report provided
to the Corporation pursuant to Rule 306B(a) by a Clearing Member that is not a futures
commission merchant.

[Rule 306B relocated from OCC Rule 306, with proposed revisions]

RULE 308 — Audits
(ab) Annual Audlted Flnan(:|al Statements Every CIearlng Member thaH&nePanexempt—Nen—

Gemmmsren%ule—l—?a—%sh&”—tﬂeeaehye&ewt#must prowde to the Corporatlon a omQIet
copy of the-its annual audited repertrequired-to-be-filed-with-the-Securities-and-Exchange
Commissionpursuant-to-said-Rule-17a-5financial statements, including reports on material

inadequacies and internal control, prepared in accordance with its requlatory requirements and
with generally accepted auditing standards of the country in which such Clearing Member has its
principal place of business within 60 calendar days of the end of its fiscal year.
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[Relocated from OCC Rule 308, W|th proposed reV|S|ons]

(c) Early or More Frequent Reporting. If a Clearing Member is required to file a financial report
on an earlier date or on a more frequent basis than is required under this Rule 306B, then such
Clearing Member must file with the Corporation a true and complete copy of each such report at
the same time it is filed with its relevant requlatory authority. In addition, the Corporation may,
in its discretion, require more frequent financial reporting in such form as the Corporation may
specify or other financial statements in such form or detail as may be prescribed by the
Corporation, including for purposes of assessing whether the Clearing Member is meeting the
financial requirements for clearing membership on an ongoing basis.

(d) Extensions. The Corporation may, in its discretion, recognize an extension or later deadline
granted by the Clearing Member’s relevant regulatory authority for financial reports required
under this Rule 306B, provided that such extension is not issued on a permanent basis and a copy
of such extension is filed with the Corporation in a timely manner.

(e) RULE216— Large Trader Reports. Except to the extent that large trader reports required by
the Commedity-Futures Frading Commission(—~CFTC2) are filed on behalf of a Clearing
Member by a contract market or other CFTC registrant, such reports shal-must be filed by the
Clearing Member effecting the transaction(s) subject to such reporting requirements.
[Relocated from Rule 216, with proposed revisions]
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RULE 307 — Protective Measures

The Corporation may impose protective measures on any Clearing Member or applicant for
clearing membership that: (i) is approaching or does not meet the Corporation’s minimum
membership standards or fails to provide information required under Chapters Il and 11l of the
Rules such that the Corporation is unable to determine whether it meets the minimum
membership standards, (ii) presents increased credit or liquidity risk to the Corporation, (iii) is
subject to enhanced monitoring and surveillance under the Corporation’s watch level reporting
process, or (iv) whose financial condition, operational capability, or risk management capability
otherwise makes it necessary or advisable, for the protection of the Corporation, other Clearing
Members, or the general public.

RULE 304-307A — Restrictions on Distributions

(a) No Clearlng Member e%hepthanenexempt—Nen—Ué—eleaﬁng—I\Aembepshall Wlthdraw aey

e%hew;se}quallfled requlatorv capltal (bv d|V|dend dlstrlbutlon or otheanse) Wlthout the prlor
written authorization of the Corporation if, after giving effect to such withdrawal, a condition
specified in Rule 303(b)},{12){3)-er{4)-306A(a)(2) through (6) would exist with respect to
such Clearing Member, or such withdrawal would be inconsistent with a Clearing Member’s
regulatory requirements.

WhetheeThe Corporatlon mav prohlblt Clearlnq Members from Wlthdrawmq quallfled requlatory
Qlta| (by d|V|dend or dlstrlbutlon or otherW|se)4e%teeI4heleler—pam}eps—e|Lempleyees—mhe

e man Ou
parageaph—(e)—eféeeemﬂe&aed—l%eeh&we@emmw&en%ﬂe—l%%—% if such Clearing Member IS

subject to enhanced monitoring and surveillance under the Corporation’s watch level reporting
process and the distribution in question could result in increased credit or liquidity risk to the

Corporation.
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RULE 305-307B — Restrictions on Certain Transactions, Positions and Activities

(a) H+The Chief Executive Officer or Chief Operating Officer, or, if it is not feasible for the
Chief Executive Officer or Chief Operating Officer to take such action, then a Designated

Offlcer of the Corporatlon sh&lLaPanyHmede%ermme%h&HheimaneraLepepemnen&Leem

au%hemymav impose the followrnq restrrctrons on a Clearing Members posmons in any

circumstances that warrant the imposition of protective measures under Rule 307.

(¥1) to-p-Prohibit or to-impose limitations on the clearance of-epening-purehase-transactions-of
oepening-writing-transactionsby-sueh-Clearing-Member any transactions that increase credit or
liquidity risk;;

(HZ) t&r—Requrre such Clearrng Member to reduce, er—elrmrnatee*rsung—unsegrega%eel—leng

positions

sueh—GJeaHng—MemberL&aeeeums-m%hrpresentlnq mcreased credlt Ilqwdlty or operatlonal rlsk to

the Corporatlonl ,

(wH3) te+Require such Clearing Member to transfer any existing positions or accounts

marntarned or carried carrred by such Clearrng Member w%h—ﬂ%@erperaﬁen—ahy—pesmen—epsteeldean

Member—to another Clearrng Member— and/or
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Membe#s—e%he—gene#aLp&bLMe—Hﬂpese-FesmeHen&eerestrlct such Clearlng Members
facilities-management-outsourced activities or activities as an Appointed Clearing Member;-such

officershall-have the-autherity-te or prohibit such Clearing Member from engaging in such
activities or to impose such limitations on such activities as such officer deems necessary or
appropriate in the circumstances.

(eb) Any action taken by the Chiel-Executive Officer or Chief Operating Officer.-or Designated
Officerwithrespectto-a-Clearing-Member-pursuant to paragraph (a) er{b)-shat-will be subject

to review by the Risk Committee of the Corporation upon submission by the Clearing Member
of a request for review to the Secretary of the Corporation within five business days of the date
such action is taken. The Risk Committee shaH-will schedule an early hearing. The Clearing
Member shal-will be given not less than one day's notice of the place and time of such hearing.
At the hearing, the Clearing Member shal-will be afforded an opportunity to be heard and to
present evidence in its behalf and may be represented by counsel. A verbatim record of the
hearing shal-will be prepared and the cost of the transcript may, in the discretion of the Risk
Committee, be charged in whole or in part to the Clearing Member if the Risk Committee does
not modify the action of the Chief Executive Officer or Chief Operating Officer, or Designated
Officer. The Clearing Member shat-will be notified in writing of the outcome of the Risk
Committee's review.

(éc) The filing of a request for review pursuant to paragraph (eb) of this Rule shat-will not impair
the validity or stay the effect of the action which the Clearing Member seeks to have reviewed, and
the Clearing Member shaH-will be obligated to comply with such action without delay
notwithstanding the pendency of such request for review. Any modification or reversal by the Risk
Committee of any action taken pursuant to paragraph (a) e+{b}-hereof shal-will not invalidate any
acts taken by the Corporation prior to such modification or affect any rights of any person arising
out of any such acts.
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RULE 307C — Additional Operational, Personnel, Financial Resource and Risk

Management Requirements

The Corporation may also impose protective measures in the form of additional operational,
personnel, financial resource, or risk management requirements, including, but not limited to:

(a) Requiring Clearing Members to maintain higher minimum capital amounts than those
required by Rule 301;

(b) Requiring Clearing Members to adjust the amount or composition of margin or Clearing
Fund deposits, including but not limited to requiring the deposit of additional margin or requiring
Clearing Members to satisfy a specified portion of their margin or Clearing Fund requirements in
cash or other assets with comparatively less risk;

(c) Requiring Clearing Members to add new personnel or provide additional training to existing
personnel to enhance the capability, experience, and competence of operational, financial
reporting, or risk management personnel;

(d) Requiring Clearing Members to execute an agreement with a third-party service provider
determined to be acceptable to the Corporation that will be in effect until such time that the
Clearing Member is able to comply with the Corporation’s operational, personnel, or risk
management standards;

(e) Requiring Clearing Members to enhance its risk management policies, procedures, and
practices;

(f) Requiring alternate methods of electronic connection (e.q., lease line) due to operational risk
concerns; or

(0) Requiring additional reporting of its financial or operational condition at such intervals and in
such detail as the Corporation may determine.
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merchant
[Relocated to new Rule 306B above, with proposed revisions]
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[Relocated to new Rule 305 Wlth proposed revisions]

RULE 217 308-Clearing Members Who Are or Become Subject to a Statutory

Disqualifications

(@) In the event a Clearlng Member is or becomes subject to a Statutory statuter
Dlsquallflcatlon d akifica 3

Corporation may impose protectlve measures under Rule 307 or conduct a hearmq or |nst|tute a
disciplinary proceeding in accordance with Chapter Xl of the Rules to determine aet-whether to

no longer permitand-wit-notpermitifso-ordered-by-the SEC; such Clearing Member to
continue in Clearing Membership subject-to-the-provisions-of-this Rule. The Corporation will not

permit such Clearing Member to continue its membership if so ordered by the SEC.
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(fb) The Corporation may waive-aH-orcertain-of-the-provisions-ef-this Rule-when-a delay a final

decision regarding a Clearing Member’s Statutory Disqualification until any proceeding is

penelmgubefore another self regulatory organrzatron teeletermme—whether—te—eenmt—a—@teanng

concluded The Corporatron shal-will determrne whether |t erI concur in any Exchange Act
Rule 19h-1 filing made by another self-regulatory organization with respect to the Clearing
Member.

*k kX

Chapter VI - MARGINS
Introduction [No change]

RULE 601 — Margin Requirements
(@) through (e) [No change]

(F) Exclusions from Margin Requirement Calculation. The following shall be excluded from the
margin requirement calculation for any account pursuant to Rule 601(c), (d), or (e):

(1) through (3) [No change]



File No. SR-OCC-2023-002
Page 260 of 271

(4) exercised or assigned option contracts or matured physically-settled stock futures contracts
that are CCC-eligible with respect to which the Corporation has no further settlement obligations
under Rules 901(eb) and 901(¢c).

(9) [No change]

* * * k* %

Rule 602 through Rule 603 [No change]

Rule 604 — Form of Margin Assets

(@) through £3(q) [No change]

Rule 605 through Rule 608 [No change]
RULE 609 - Intra-Day Margin

(a) Margin Calls. The Corporation may require the deposit of such-additional margin (“intra-day
margin”) by any Clearing Member in any account at any time during any business day;-as-such
officer-deems-advisable-to reflect changes in:

(¥1) the market price during such day of any series of options held in a short position in such
account or of any underlying interest underlying any cleared contract (including an exercised
option) in such account or of any Loaned Stock that is the subject of a stock loan or borrow
position in such account;;

(H2) the size of such Clearing Member's positions in cleared contracts or stock loan or borrow
positions;;

(#43) the value of securities deposited by the Clearing Member as margin;;

(kh#4) the financial, operational, or risk management pesitien-condition of the Clearing Member,
or otherwise to protect the Corporation, other Clearing Members or the general public;; or
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(¥5) stress test exposures such that a Sufficiency Stress Test (as defined in Rule 1001(a))
identifies an exposure that exceeds 75% of the current Clearing Fund requirement less deficits.

A Clearing Member shal-must satisfy a required deposit of intra-day margin in immediately
available funds within the time prescribed by sueh-efficer-the Corporation or, in the absence
thereof, within one hour of the Corporation’s issuance of an instruction debiting the applicable
bank account of the Clearing Member.

(b) [No change]

* kx *k k* %

Rule 609A through Rule 614 [No change]

* kx *k k* %

CHAPTER IX — DELIVERY OF UNDERLYING SECURITIES AND PAYMENT
Introduction

The Rules in this Chapter are applicable to the discharge of delivery and payment obligations
arising out of the exercise of physically settled stock option contracts and the maturity of
physically settled stock futures contracts. As a general policy, the Corporation will direct that
such obligations be settled through the facilities of the correspondent clearing corporation as
specified in Rule 901 to the extent that the security to be delivered and received is CCC-eligible,
and will direct that such obligations be settled on a broker-to-broker basis as specified in Rules
903 through 912 to the extent that the security to be delivered and received is not CCC-eligible.
However, the Corporation may in its discretion make exceptions to this policy, either to direct
that the delivery of CCC-eligible securities be made on a broker-to-broker basis as specified in
Rules 903 through 912, utilizing services of the correspondent clearing corporation or otherwise,
or (with the agreement of the correspondent clearing corporation) to direct that the delivery of
non-CCC-eligible securities be made through the facilities of the correspondent clearing
corporation as specified in Rule 901. The Corporation may alter a previous designation of a
settlement method at any time (i) prior to the obligation time (as defined in Rule 901(eb)) for any
settlement to be made through the facilities of the correspondent clearing corporation pursuant to
Rule 901 or (ii) prior to the designated delivery date for any settlement to be made on a broker-
to-broker basis pursuant to Rules 903 through 912 by giving the affected Clearing Members such
notice thereof as is practicable under the circumstances.

RULE 901 - Settlement Through Correspondent Clearing Corporations
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[Relocated to proposed Rule 302(e) with modlflcatlons]

(ba) In the event a Delivery Advice or Exercise and Assignment Activity Report directs that
settlement in respect of the exercised or matured cleared security or securities identified therein
shall be made through the facilities of the correspondent clearing corporation, the Corporation
shall report such settlement obligations to the correspondent clearing corporation, furnishing
such information with respect thereto as shall be necessary to enable settlement to be effected in
respect of such obligations in accordance with the rules of the correspondent clearing corporation
on the delivery date (or, if the correspondent clearing corporation is not open for business on that
date, on the next date on which it is open for business). In reporting settlement obligations to the
correspondent clearing corporation hereunder, the Corporation may net obligations of a Clearing
Member to deliver and receive the same underlying security on the same delivery date; provided,
however, that obligations arising from exercised option contracts may not be netted against
obligations arising from matured stock futures contracts.

(eb) Settlement obligations for CCC-eligible securities that settle “regular way,” as defined in the
rules and procedures of the correspondent clearing corporation, will ordinarily be directed for
settlement through the facilities of the correspondent clearing corporation. Unless otherwise
agreed between the correspondent clearing corporation and the Corporation, if (i) such settlement
obligations are reported to and are not rejected by the correspondent clearing corporation; (ii) the
correspondent clearing corporation has not notified the Corporation that it has ceased to act for
the relevant Clearing Member or Appointed Clearing Member; and (iii) the clearing fund
requirements of the relevant Clearing Member or Appointed Clearing Member owing to such
correspondent clearing corporation, as determined in accordance with its rules and procedures,
are received by the correspondent clearing corporation, the Corporation shall have no further
obligation in respect of such settlement obligations, other than such obligations as the
Corporation may have pursuant to its agreement with the correspondent clearing corporation, and
full settlement shall be deemed to have been made by the Corporation in respect of such
settlement obligations, from and after the time when the correspondent clearing corporation
becomes unconditionally obligated, in accordance with its rules, to effect settlement in respect
thereof or to close out the securities contract arising therefrom (the “obligation time”). If an
obligation to make delivery is netted by the Corporation against an obligation to receive in
accordance with subparagraph (ba) hereof, full settlement shall be deemed to have been made in
respect thereof at the opening of business of the Corporation on the delivery date. If the
Corporation takes action pursuant to subparagraph (ed) hereof, settlement shall be made in
accordance with the provisions of subparagraph (ed). From and after the time when settlement is
deemed to have been made pursuant to the second sentence of this subparagraph (eb), the
obligations of the Delivering and the Receiving Clearing Member in respect of the contracts
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deemed to have been settled, and any other obligations resulting from settlement in respect
thereof, shall be determined by the rules and procedures of the correspondent clearing
corporation.

(ec) It will ordinarily be the policy of the Corporation to cause settlement of exercised stock
option contracts and matured physically-settled stock futures contracts for CCC-eligible
securities that are scheduled to be settled on the first business day after exercise or maturity (i.e.,
securities that do not settle “regular way” as defined in the rules and procedures of the
correspondent clearing corporation) to be made through the facilities of the correspondent
clearing corporation in accordance with the rules and procedures of the correspondent clearing
corporation. If such settlement obligations are reported to and are not rejected by the
correspondent clearing corporation prior to the time when it becomes unconditionally obligated,
in accordance with its rules, to effect settlement in respect thereof or to close out the securities
contract arising therefrom, the Corporation shall have no further obligation in respect of such
settlement obligations. However, the Corporation may in its discretion determine to alter this
policy in particular circumstances.

(ed) A specification in any Delivery Advice that settlement is to be made through the facilities of
the correspondent clearing corporation pursuant to this Rule 901 may be revoked by the
Corporation at any time prior to the obligation time by an appropriate notice to the Receiving and
Delivering Clearing Members. In the event of such revocation, delivery and payment shall be
made in accordance with Rules 903 through 912; provided, however, that the Chief Executive
Officer or Chief Operating Officer, or, if it is not feasible for the Chief Executive Officer or
Chief Operating Officer to take such action, then a Designated Officer of the Corporation may,
upon the application of the Receiving or the Delivering Clearing Member, extend or postpone
the time for delivery to a date not more than two business days after the date of such revocation.

(fe) When an exercise notice is properly tendered to the Corporation pursuant to Rule 801, or
when the maturity date of a physically-settled stock future occurs, prior to an “ex” date (as fixed
by the primary market for the underlying security) for any distribution, whether or not an
adjustment is required to be made pursuant to the By-Laws, Clearing Members effecting
settlement in respect thereof pursuant to this Rule shall have such rights and obligations in
respect of such distribution as may be provided under the rules and procedures of the
correspondent clearing corporation; provided, however, that the Corporation may in its discretion
direct that additional adjustments be made as between Receiving and Delivering Clearing
Members to prevent inequities in respect of any distribution.

(gf) An Appointing Clearing Member may, in lieu of being a participant of the correspondent
clearing corporation, appoint, in such manner as the Corporation shall from time to time
prescribe, an Appointed Clearing Member to act on its behalf with respect to the settlement of all
exercised or matured cleared securities in the accounts of the Appointing Clearing Member
which are settled through the correspondent clearing corporation pursuant to this Rule 901. An
appointment pursuant to this subparagraph shall become effective as of the second business day
following the day on which the Corporation shall receive written notice, in such form as the
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Corporation shall from time to time prescribe, from the Appointed Clearing Member of its
acceptance of the appointment, or such later date as may be specified by the Appointed Clearing
Member, and (unless the Corporation shall terminate the appointment at an earlier time) shall
remain effective until the close of business on the thirtieth calendar day after the Corporation
shall have received, from either the Appointing Clearing Member or the Appointed Clearing
Member, written notice of revocation of the appointment, and shall remain effective thereafter,
with respect to each obligation to make delivery or payment in respect of exercised or matured
cleared securities directed to the Appointed Clearing Member for settlement prior to the effective
date of the revocation, until settlement of such obligation is completed. During the effectiveness
of such an appointment, the Corporation shall report each obligation of the Appointing Clearing
Member to make delivery or payment in respect of an exercised or matured cleared security to
the correspondent clearing corporation, and the Appointed Clearing Member shall be deemed to
be the Delivering Clearing Member or the Receiving Clearing Member, as the case may be, in
respect of each such contract for all purposes under this Rule 901. For purposes of Rule 26811,
any report made available to an Appointed Clearing Member shall be deemed to have been made
available to the Appointing Clearing Member at the time that it is made available to the
Appointed Clearing Member.

(hg) A Canadian Clearing Member on behalf of which CDS maintains an identifiable subaccount
in a CDS account at the correspondent clearing corporation may appoint, in such manner as the
Corporation shall from time to time prescribe, CDS to act on its behalf with respect to the
settlement of all exercised or matured cleared securities in the accounts of the Canadian Clearing
Member which are settled through the correspondent clearing corporation pursuant to this Rule
901. An appointment pursuant to this subparagraph shall become effective as of the second
business day following the day on which the Corporation shall receive written notice of the
appointment from the Canadian Clearing Member, or such later date as may be specified by the
Canadian Clearing Member, and (unless the Corporation shall terminate the appointment at an
earlier time) shall remain effective until the close of business on the thirtieth calendar day after
the Corporation shall have received, from either the Canadian Clearing Member or CDS, written
notice of revocation of the appointment, and shall remain effective thereafter, with respect to
each obligation to make delivery or payment in respect of exercised or matured cleared securities
directed to CDS for settlement prior to the effective date of the revocation, until settlement of
such obligation is completed. During the effectiveness of an appointment pursuant to this
subparagraph, the Corporation shall report each obligation of the Canadian Clearing Member to
make delivery or payment in respect of an exercised or matured cleared security to the
correspondent clearing corporation.

(th) Notwithstanding any other provision of the By-Laws and Rules, the obligations of a Clearing
Member to the Corporation in respect of the settlement of any securities contract arising from an
exercised or matured cleared security which is settled by or on behalf of the Clearing Member
through the correspondent clearing corporation pursuant to this Rule 901 will be deemed to be
completed and performed once the obligation time, as defined in Rule 901(¢eb), in respect of such
securities contract has occurred and the Corporation has no further responsibility in respect of
such securities contract to the correspondent clearing corporation.
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... Interpretations and Policies:

.01 When the Corporation extends or postpones settlements pursuant to Rule 903 the Corporation
may for technical reasons defer reporting affected exercised or matured contracts to the
correspondent clearing corporation until a new delivery date is fixed. If an ex-date for a dividend
or other distribution on the underlying stock occurs between the date of an exercise of an option
or maturity date of a stock future and the date when the Corporation reports the resulting
settlement obligations to the correspondent clearing corporation, the Delivering Clearing
Member may not be obligated, under the rules of the correspondent clearing corporation, to
deliver the distributed property. In order to prevent resulting inequities, the Board of Directors
has determined pursuant to Rule 901(fe) that in such cases Delivering Clearing Members shall be
obligated to deliver the distributed cash or other property on the delivery date notwithstanding
the absence of an obligation to do so under the rules of the correspondent clearing corporation. In
the case of cash distributions, such delivery shall be made by appropriate charges and credits to
the settlement accounts of Delivering and Receiving Clearing Members with the Corporation. In
the case of non-cash distributions, delivery shall be made in such manner as the Corporation
shall direct.

.02 [No change]
Rule 902 through Rule 911 [No change]
RULE 912 — Delivery After "Ex" Date

Subject to the provisions of Rule 901(fe), when an exercise notice is properly tendered to the
Corporation pursuant to Rule 801, or when the maturity date of a physically-settled stock future
occurs, prior to an “ex” date (as fixed by the primary market for the underlying security) for a
distribution that causes an adjustment to be made pursuant to the By-Laws, the Delivering
Clearing Member shall make delivery as required by such adjustment unless the parties
otherwise agree. When an exercise notice is properly tendered to the Corporation, or when the
maturity date of a physically-settled stock future occurs, prior to such an “ex” date for a
distribution that does not cause an adjustment to be made pursuant to the By-Laws, and delivery
of the underlying security is made too late to enable the Receiving Clearing Member to transfer
the security into its name and to receive such distribution, the Delivering Clearing Member shall,
at the time of delivery, issue its due bill check to the Receiving Clearing Member for the amount
of the distribution, which check shall be payable on the payment date of such distribution.

Rule 914 through Rule 916 [No change]

* * * *

CHAPTER X - CLEARING FUND CONTRIBUTIONS
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Introduction through Rule 1005 [No change]

RULE 1006 — Purpose and Use of Clearing Fund

(@) through (g) [No change]

(h) Making Good of Charges to the Clearing Fund. (A) Replenishment. [No change]

(B) Cooling-Off Period; Assessments. [No change]

(C) Termination During Cooling-Off Period. After the expiration of the cooling-off period, a
Clearing Member will not be liable for replenishment of the Clearing Fund as required by

paragraph (A) of this Rule 1006(h) or assessments as contemplated by paragraph (B) of this Rule
1006(h) if (|) not Iater than the Iast day of the coollng off perlod the Clearmg I\/Iember notifies

submits a Voluntarv Termination Notlce to the Corporatlon (||) after glvmg such notlce no

opening purchase transaction or opening writing transaction is submitted for clearance through
any of the Clearing Member’s accounts and (if the Clearing Member is a Market Loan Clearing
Member or a Hedge Clearing Member) no Stock Loan is initiated through any of the Clearing
Member’s accounts after the giving of such notice, and (iii) the Clearing Member closes out or
transfers all of its open positions with the Corporation, in each case not later than the last day of
the cooling off period. A Clearing Member that so terminates its status as a Clearing Member
shaH-will be ineligible to be readmitted to such membership unless the Clearing Member agrees
to such reimbursement of the persons who were Clearing Members at the time of such
termination as the Board of Directors deems fair and equitable in the circumstances. In the event

a Clearing Member notifies the Corporation of its intent to terminate its status as a Clearing
Member in accordance with-paragraph{C)-ofthis Rule-1006(h) this Rule, and such Clearing
Member’s computed contribution is less than its minimum required contribution, then the
Clearing Member shat-must also make good 100% of the amount equal to its minimum required
contribution less its computed contribution to the Clearing Fund.

(i) through (j) [No change]

**k * kX

Rule 1007 through Rule 1011 [No change]
CHAPTER XII — DISCIPLINARY PROCEEDINGS

RULE 1201 — Sanctions
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(a) The Corporation may censure, suspend, expel or limit the activities, functions or operations
of any Clearing Member for any violation of the By-Laws and Rules or its agreements with the
Corporation. The Corporation may, in addition to or in lieu of such sanctions, impose a fine on
any Clearing Member for any violation of the By-Laws or Rules or procedures of or its
agreements with the Corporation or the correspondent clearing corporation, or for any neglect or
refusal by such person to comply with any applicable order or direction of the Corporation or the
correspondent clearing corporation, or for any error, delay or other conduct embarrassing the
operations of the Corporation, or for not providing adequate personnel or facilities for its
transactions with the Corporation or the correspondent clearing corporation.

%Ja%teﬁ:- i O
[Relocated to new Rule 1203 below, with proposed revisions]

... Interpretations and Policies:

.01 A decision to suspend or expel a Clearing Member pursuant to this Chapter XI1I shat-will
constitute a suspension or expulsion from a self-regulatory organization and therefore be grounds
for summary suspension under Rule 1102.

Rule 1202 [No change]
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RULE 1203 — Minor Rule Violations

(ba) MinerRule-\ielationPlan—In lieu of commencing a disciplinary proceeding pursuant to
Rule 1201(a), the Corporation may, subject to the requirements set forth herein, impose a fine
not to exceed $2,500, on any Clearing Member with respect to any violation of the By-Laws and
Rules of the Corporation that is designated in the By-Laws or Rules as a “minor rule violation.”
Any such minor rule violation shalkwill be deemed a “minor rule violation” and this Rule
1201(b)1203 shaH-will be deemed a “plan” within the meaning of Rule 19d-1(c)(2) under the
Securities Exchange Act of 1934, as amended. Any fine imposed by the Corporation for a minor
rule violation that is not contested as described below shal-will be reported by the Corporation to
the Securities and Exchange Commission on a quarterly basis, except as otherwise required by
the Securities and Exchange Commission or by any other regulatory authority. Any Clearing
Member against whom a fine for a minor rule violation is imposed shal-will be served with a
written statement, prepared by the Corporation, setting forth: (i) the provision of the By-Laws or
Rules the violation of which constitutes such minor rule violation, (ii) the act or omission
constituting such minor rule violation, and (iii) the fine imposed for such minor rule violation.
Any Clearing Member that receives the written statement described above with respect to a
minor rule violation may provide written notice to the Corporation, not later than 10 business
days from the date of the written statement that the Clearing Member wishes to appeal the minor
rule violation. The failure of a Clearing Member to provide timely notice that it wishes to appeal
a minor rule violation shal-will constitute a waiver of the Clearing Member’s right to an appeal.
Upon receipt of a notice that a Clearing Member wishes to appeal the violation, the Corporation
shal-must begin a disciplinary proceeding in accordance with Rule 1202. The issuance of a fine
for a minor rule violation for which a Clearing Member does not contest the fine shal-will not be
deemed to be an admission by the Clearing Member of the facts set forth in the written statement
describing the minor rule violation.

[Relocated from Rule 1201(b), with proposed revisions]

i A violation of the following rules may constitute a minor rule
violation under the Corporation’s plan: Rule 205, Rule 208, Rule 210, Rule 302(b) - (d), Rule
303(c), Rule 306A(a)(2)(e), Rule 306A(b), Rule 306A(c), and Rule 306B. The failure to provide
such other requested documents and information in connection with the requirements of Chapters
Il and Il of the Rules, including, but not limited to, financial, regulatory and other information,
as the Corporation may in its discretion require, may also constitute a minor rule violation
subject to the plan.

Second-Occasion i
First Oceasion Fhird-Ocecasion -
$300 $600 $1.500 Fkk

(c)*** Clearing Members may be fined $1,500 for the first minor rule violation and $2,500 for a
second violation occurring within a rolling twenty-four-month period. FeurThree or more
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violations within a rolling twenty-four (24) month period will result in a disciplinary proceeding
in accordance with Chapter XII of the Rules.

(d) Fines te-will be levied for offenses within a rolling twenty-four (24) month period beginning
with the first occasion.

[New Rules 1203(b) (d) relocated from Rule 215(f) and Interpretatlon and Policy 01 W|th
proposed revisions]

(e) Nothing in this Rule 2151203-reluding-the-nterpretations-and-Pelicies; shal-will prohibit
the Corporation from instituting disciplinary proceedings against a Clearing Member pursuant to
Chapter XII of the Rules for a violation of this-any Rule covered by the minor rule violation

plan.
[Relocated from Rule 215(e), with proposed revisions]

RULE 2203-1204 - Discipline by Other Self-Regulatory Organizations

Nothing in this Chapter XII shat-will affect the right of any self-regulatory organization to
discipline its members pursuant to the provisions of its rules for a violation of the By-Laws and
Rules of the Corporation.

* k *k kx %

Chapter XXII - STOCK LOAN/HEDGE PROGRAM
Introduction [No change]

RULE 2201 - Instructions to the Corporation

(@) — (b) [No change]

(c) A Canadian Clearing Member on behalf of which CDS maintains an identifiable sub-account
in a CDS account at the Depository may appoint, in such manner as the Corporation shaH-will
from time to time prescribe, CDS to act on its behalf with respect to effecting delivery orders for
stock loan and stock borrow transactions in the accounts of the-Ganadian-Hedge-such Clearing
Member through the Depository. An appointment pursuant to this paragraph shal-will become
effective as of the second business day following the day on which the Corporation shaH-receives
written notice of the appointment from the Canadian-Hedge-Clearing Member, or such later date
as may be specified by the Canadian-Hedge-Clearing Member, and (unless the Corporation sha
terminates the appointment at an earlier time) shal-will remain effective until the close of
business on the thirtieth calendar day after the Corporation shal-havereceived-receives, from
either the Canadian-Hedge-Clearing Member or CDS, written notice of revocation of the
appointment, and shaH-remaing effective thereafter, with respect to each obligation of the
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Canadian-Hedge-Clearing Member to close out open stock loan and borrow positions directed to
CDS prior to the effective date of the revocation, until the close out of all such positions is
completed. If, for any reason, CDS ceases to act on behalf of the Canadian-Hedge-Clearing
Member with respect to effecting delivery orders for stock loan and stock borrow transactions,
the Corporation may require the Canadian-Hedge-Clearing Member to close out open stock loan
and borrow positions through buy-in and sell-out procedures, or any other procedures provided
in the By-Laws or Rules, as necessary.

[Relocated, in part, from OCC By-Laws, Article V, Section 1, Interpretation and Policy .07,
with proposed revisions]

(d) During the effectiveness of an appointment pursuant to this-paragraph_(c) above, the
CanadianHedge-Clearing Member shal-remains responsible to the Corporation with respect to
its stock loan and borrow positions, regardless of any non-performance or failure by CDS, and
the Corporation may treat any failure by CDS to complete delivery or payment required to close
out an open stock loan or borrow position as a default by such Clearing Member and the
Corporation may thereby exercise all remedies that the Corporation has under its By-Laws and
Rules against a defaulting Clearing Member and the collateral deposited by the Clearing
Member.

[Relocated, in part, from OCC By-Laws, Article V, Section 1, Interpretation and Policy .07,
with proposed revisions]

... Interpretations and Policies:

.01 At any time on any business day prior to the deadline specified by the Corporation, an
eligible Hedge-Clearing Member may transfer all or any portion of an existing stock loan or
stock borrow position (including positions resulting from that day’s activity) among its accounts
by submitting an appropriate transfer instruction to the Corporation that designates the accounts
and/or sub-accounts from and to which the positions shal-will be transferred. If a Hedge
Clearing Member’s request for transfer exceeds the number of stock loan or stock borrow shares
available in the account from which the shares will be transferred, then the transfer instruction
will be rejected.

.02 Returns of shares shaH-will be reflected in the Hedge-Clearing Member’s account or sub-
account designated on a delivery order submitted by the Depository. If there are insufficient
shares in the designated account to fulfill the return instruction, or if there is no account
designated in the Depository delivery order, the excess shares to be returned shat-will be taken
from the Clearing Member’s default account. If there are insufficient shares in the default
account to fulfill the return instruction, the remaining shares shaH-will be rejected and the return
instruction will be void to that extent.

Rule 2202 through Rule 2212 [No change]

* k * kX

CHAPTER XXV - BOUNDS
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Introduction through Rule 2502 [No change]
RULE 2503 — Expiration Settlement for BOUNDs
(@) — (c) [No change]

[Rule 2503 replaces paragraphs (ba) through (ed) of Rule 901 and supplements the other Rules in
Chapter IX. Rule 911 shall have no application to BOUNDs.]
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