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RULE 204 - Conditions to Admission

(a) The Risk Committee will not approve any application for clearing membership if the applicant fails to
meet the membership requirements and standards set forth in the Rules.

(b) No applicant 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 will require, including applicant’s agreements:

(1) 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;

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

(3) that the By-Laws and the Rules constitute a part of the terms and conditions of every confirmed trade or
other contract or transaction which the applicant, while a Clearing 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;

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

(5) 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 Member;

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

(7) 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;

(8) 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 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

(10) 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.

(c) The Risk Committee may disapprove the application for clearing membership of any applicant or person
of the applicant who is subject to a Statutory 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.
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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).

(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.

(e) Each applicant that has been approved for clearing membership subject to satisfaction of specified
conditions must meet all conditions applicable to its admission within nine months from the date on which its
application was approved, unless the Risk Committee prescribed an earlier date at the time the applicant
was approved for clearing membership.

(f) The Risk Committee may consider information provided by an-applicant's Designated Examining
Authority, designated self-regulatory organization (in the case of an applicant primarily regulated as a
futures commission merchant) and/or other self-regulatory 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 fithess to be a Clearing Member.

(g) If the Risk Committee determines that an applicant’s financial condition, operational capability, risk
management capability, or 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, Clearing Members, or the general public, the Risk Committee may impose additional,
temporary requirements for membership including, but not limited 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.

(h) Each applicant for clearing membership and each Clearing Member must sign and deliver to the
Corporation such other instruments in writing as the Corporation may require from time to time, depending
on the services that the applicant or Clearing Member selects.

* * * *

RULE 610C — Escrow Deposits

A participating escrow bank, which must be a participant of the Depository unless it effects escrow deposits
consisting only of cash, may effect escrow deposits in respect of short positions in stock put option contracts
and index put or call option contracts and may effect “roll overs” and withdrawals of such deposits, and a
Clearing Member may instruct the Corporation with regard to short positions to be covered by such
deposits, by submitting instructions to the Corporation through an EDP Pledge System, subject to the
following provisions of this Rule:

(a) Eligible Collateral. Escrow deposits may consist of the following instruments with respect to the following
short positions:

(1) with respect to short positions in stock put option contracts or index put option contracts: cash; U.S.
Government securities; or any combination thereof; and

(2) with respect to short positions in index call options: cash; U.S. Government securities; common stocks;
or any combination thereof.

(b) Manner of Holding. (i) Shares of common stock and U.S. Government securities included within an
escrow deposit shall be held in the participating escrow bank’s participant account at the Depository. Cash
included within an escrow deposit shall be held in an account of the customer approved by the Corporation,
and into which the Corporation has online view access (each, an “approved account”), at the participating
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escrow bank governed by an agreement in a form acceptable to the Corporation and signed by the
customer, the Corporation and the participating escrow bank (the “tri-party agreement”). The Corporation
may, in its discretion, approve a participating escrow deposit bank if a bank: (i) meets the minimum
requirements for a Clearing Bank under Rule 206, and (ii) meets such other standards for participating
escrow deposit banks as the Corporation may determine from time to time.

(ii) The Corporation shall have a perfected security interest in each approved account and in all cash and
securities within an escrow deposit.

(iif) Approved accounts shall be used solely for the purpose of making escrow deposits.

(c) Method of Effecting Escrow Deposits. (1) A participating escrow bank may effect an escrow deposit for a
Clearing Member’s account by submitting an instruction as follows:

(i) in the case of an escrow deposit consisting of securities, by pledging such securities to the Corporation
using the Depository’s EDP Pledge System; or

(i) in the case of an escrow deposit consisting of cash, by pledging such cash to the Corporation using the
Corporation’s EDP Pledge System.

(2) A participating escrow bank shall specify the number of option contracts to be covered by each escrow
deposit through an entry in the Corporation’s EDP Pledge System. The number of option contracts covered
by an escrow deposit shall be the lesser of the number specified by the participating escrow bank in respect
of such deposit and the number determined by the Corporation pursuant to this Rule 610C, in either case
subject to the right of the relevant Clearing Member to reduce the number of contracts supported by a
deposit.

(3) Notwithstanding any other provision of this Rule 610C, if the Corporation deems necessary for the
protection of the Corporation, other Clearing Members or the general public, the Corporation may approve
or reject a deposit, or may disregard a deposit at any time, including, without limitation, as a result of the
maturity of, or a corporate action involving the issuer of, securities included within an escrow deposit.

(d) Method of Making Withdrawals. A participating escrow bank may request a withdrawal of an escrow
deposit by submitting an instruction as follows:

(1) in the case of an escrow deposit consisting of securities, by submitting a release request through the
Depository’s EDP Pledge System;

(2) in the case of an escrow deposit consisting of cash, by submitting an instruction through the
Corporation’s EDP Pledge System.

A Clearing Member may approve or disapprove of a withdrawal of deposited securities through the
Depository’s EDP Pledge System. A Clearing Member may request a “hold” with respect to any escrow
deposit made in respect of such Clearing Member’s account by submitting an instruction through the
Corporation’s EDP Pledge System requesting that the Corporation not grant any request for withdrawal of
such deposit or release such deposit for so long as such instruction is in effect. No withdrawal instruction
shall be given effect by the Corporation unless (i) the margin requirements under this Chapter VI in respect
of the customers’ account of the Clearing Member in respect of which the deposit was made would still be
met after giving effect to such withdrawal, (i) in the case of a withdrawal of deposited securities, the
Clearing Member has approved the withdrawal through the Depository’s EDP Pledge System, and (iii) the
deposit is not subject to a “hold” instruction. '

" This sentence is based on existing Rule 613(b).




File No. SR-OCC-2026-002
Page 135 of 215

(e) Rollover. If a short position covered by an escrow deposit has been closed out, a participating escrow
bank may effect the “roll over” of such escrow deposit to cover a different short position of the same
customer, Clearing Member and option type by submitting a rollover instruction using electronic means
prescribed by the Corporation for such purpose. A rollover instruction shall be subject to approval or
rejection by the Corporation in its sole discretion.

(f) Rights of Clearing Member. The making of an escrow deposit shall constitute the grant by the customer
to the Clearing Member in respect of whose account the deposit is made of a security interest in and right of
setoff against the deposited securities and deposited cash to secure the customer’s obligations to such
Clearing Member in respect of such short position. With respect to such security interest in the securities or
cash included within an escrow deposit:

(1) such security interest shall at all times be subordinated to the Corporation’s security interest;

(2) the Clearing Member may not exercise remedies with respect to such security interest unless the
Corporation has consented to such exercise or unless the Corporation’s interest has been withdrawn or
released pursuant to the terms of the Rules; and

(3) the Corporation acknowledges that to the extent it has “control” for purposes of the Uniform Commercial
Code over the security entitlements created by the participating escrow bank in the securities, and over the
cash, included within the escrow deposit, it has such control both for itself and on behalf of the Clearing
Member.

(9) Initial Minimum. The total value of the escrow deposit as of the time such deposit is made shall not be
less than the product of:

(1) the applicable initial percentage for the category of option covered by the short position (e.g., stock put
options, index call options or index put options), as specified from time to time by the Corporation in such
schedule or other form as the Corporation shall make available to Clearing Members and participating
escrow banks; and

(2) the product of the number of option contracts specified in the instruction and (i) in the case of a deposit
made in respect of index call option contracts, the aggregate current index value of the underlying index at
the close of trading on the trading day preceding the date of deposit, or (ii) in the case of a deposit made in
respect of stock or index put option contracts, the aggregate exercise price per contract.

(h) Maintenance Minimum. In connection with its calculation of required margin pursuant to Rule 601, the
Corporation shall calculate the value of each escrow deposit made pursuant to this Rule. If in making such
calculation the Corporation determines that the total value of an escrow deposit shall be less than the
product of:

(1) the applicable maintenance percentage for the category of option covered by the short position, as
specified from time to time by the Corporation in such schedule or other form as the Corporation shall make
available to Clearing Members and participating escrow banks; and

(2) the product of the number of option contracts covered by the escrow deposit and (i) in the case of a
deposit made in respect of index call option contracts, the aggregate current index value of the underlying
index at the close of trading on the trading day preceding the date of deposit, or (ii) in the case of a deposit
made in respect of stock or index put option contracts, the aggregate exercise price per contract, the
Corporation may, upon notice to the Clearing Member on whose behalf the escrow deposit was made,
disregard the escrow deposit and require that margin be deposited in respect of the short position
theretofore covered by the escrow deposit. If such margin is not timely deposited and the Clearing Member
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is suspended by the Corporation, the Corporation may close out such short position and: (i) in the case of
securities, direct the Depository to deliver such securities to the participant account of the Corporation at the
Depository and (ii) in the case of cash, cause such cash to be delivered to a bank account specified by the
Corporation, in either case for the purpose of reimbursing itself for costs incurred in connection with such
close-out.

(i) Agreements of Participating Escrow Bank Regarding Escrow Deposits. By effecting an escrow deposit, a
participating escrow bank agrees that:

(1) The participating escrow bank will not release the escrow deposit, nor will it direct the Depository to
release, or consent to the Depository’s release of, the escrow deposit, either to the customer or to any other
party, without the prior consent of the Corporation; provided, however a participating escrow bank may
release the escrow deposit to the Corporation or to a third party pursuant to a written court order or an order
of the Corporation.

(2) The participating escrow bank will not subject the escrow deposit, any securities or cash included within
the escrow deposit, any cash held in the approved account at the participating escrow bank associated with
the deposit or any portion of any of the foregoing to any right (including any right of set-off), charge, security
interest, lien or claim of any kind in favor of the participating escrow bank, or any person claiming through
the participating escrow bank. Further, the participating escrow bank waives (or, to the extent such waiver is
prohibited by law, subordinates) any right (including any right of set-off), charge, security interest, lien or
claim of any kind in its favor with respect to any securities or cash included within the escrow deposit, an
approved account or other assets credited thereto or proceeds thereof or any portion of any of the
foregoing, and the participating escrow bank will promptly notify the Corporation and the Clearing Member
with respect to whose account the escrow deposit was made if any notice of lien, levy, court order or other
process which purports to affect such escrow deposit or any portion thereof is served upon it.

(3) To the extent the escrow deposit is in respect of a short position in index call options, the participating
escrow bank will maintain a written affirmation from the relevant customer stating that all index call options
written for such customers’ account and covered by escrow deposits with the participating escrow bank are
written against a diversified stock portfolio.

(4) Upon reasonable request of the Corporation, the participating escrow bank shall cooperate with the
Corporation in reconciling balances in each approved account.

(j) Representations and Warranties of Participating Escrow Bank When Giving an Instruction. A participating
escrow bank, by giving an instruction with respect to an escrow deposit or rollover, represents as follows:

(1) The participating escrow bank holds the securities specified in the instruction at the Depository for the
account of the customer on whose behalf the escrow deposit was made and holds the cash specified in the
instruction in an approved account.

(2) The customer on whose behalf the escrow deposit was made or its agent has specifically authorized the
participating escrow bank to submit the instruction to the Corporation and to hold the cash and/or securities
specified in the instruction as an escrow deposit pursuant to the Rules in respect of the customer’s short
position in respect of which the escrow deposit is made.

(3) The escrow deposit, or any portion thereof, is not subject to any right (including any right of set-off),
charge, security interest, lien or claim of any kind in favor of the participating escrow bank or any person
claiming through the participating escrow bank.

(4) The participating escrow bank has obtained from the customer or its duly authorized representative
confirmation of the customer’s understanding that: (A) if the short position specified in the instruction is
closed out under circumstances permitting the related escrow deposit to be withdrawn by the Clearing
Member, the customer shall work with the Clearing Member to ensure that the Clearing Member withdraws
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the escrow deposit from the Corporation, and until the escrow deposit is duly released by the Corporation,
the Corporation will retain the right to demand delivery or payment of the escrow deposit or its proceeds
upon the assignment of an exercise notice to any short position in a series of options specified in the
instruction carried in the Clearing Member’s customers’ account with the Corporation; and (B) exercise
notices assigned by the Corporation to short positions for which escrow deposits have been made by the
Clearing Member are allocated to particular customers by the Clearing Member or by their respective
brokers, and if the Clearing Member is suspended by the Corporation and the Corporation cannot promptly
determine the identities of the assigned customers, the Corporation will reallocate the exercise notices, and
reallocation will be binding on the customer notwithstanding any contrary notice or confirmation which the
customer may have received from the Clearing Member or the customer’s broker.

(5) If the customer is the participating escrow bank acting in a fiduciary or similar capacity, or a trust or
similar account maintained with the participating escrow bank, the participating escrow bank nonetheless
understands that in submitting the instruction to the Corporation and functioning as escrowee and bailee of
the escrow deposit pursuant to the Rules, the participating escrow bank is acting in a wholly separate
capacity, and not in its capacity as customer.

(6) The escrow deposit meets the requirements set forth in paragraphs (a) and (b)(i) above.

(7) The total value of the escrow deposit as of the initial deposit of collateral and upon each addition of
collateral to such escrow deposit is sufficient to support the number of contracts specified by the
participating escrow bank in the relevant instruction, taking into account the valuation principles set forth in
paragraph (g) of this Rule 610C.

(8) The total amount of cash held by the participating escrow bank pursuant to outstanding escrow deposits
does not exceed a dollar amount equal to a percentage, as specified from time to time by the Corporation in
such schedule or other form as the Corporation shall make available to Clearing Members and participating
escrow banks, of the Tier 1 Capital of the participating escrow bank.

(9) To the extent that the escrow deposit includes securities (such securities and any proceeds thereof or
distributions thereon, the “deposited securities”):

(i) The deposited securities are held in the participating escrow bank’s account at the Depository.

(ii) The participating escrow bank has notified the Depository of the pledge to the Corporation of the
deposited securities and the Depository has noted such pledge on its records.

(iii) The customer or its duly authorized representative has provided an authorization under which the
Corporation has the right to liquidate the deposited securities in the event of the participating escrow bank’s
failure to meet its settlement obligations or insolvency.

(iv) The participating escrow bank is a “securities intermediary” (as defined in Section 8-102(a)(14) of the
Uniform Commercial Code).

(10) To the extent that the escrow deposit includes cash:

(i) The participating escrow bank has established an approved account for the customer for the purpose of
effecting escrow deposits and pledging the cash within escrow deposits to the Corporation, and the
deposited cash specified in the instruction (the “deposited cash”) has been properly credited to one of such
approved accounts.

(ii) The customer’s approved account constitutes a “deposit account” within the meaning of Article 9 of the
Uniform Commercial Code.




File No. SR-OCC-2026-002
Page 138 of 215

(iii) The customer or its duly authorized representative has provided an authorization under which the
Corporation has the right to deliver the deposited cash to its designee in the event of the participating
escrow bank’s insolvency or failure to meet its settlement obligations.

(iv) The participating escrow bank is a “bank” (as defined in Section 9-102(a)(8) of the Uniform Commercial
Code) and will be acting in that capacity with respect to the approved account.

(k) Agreements of Participating Escrow Bank When Giving an Instruction. A participating escrow bank, by
giving an instruction with respect to an escrow deposit or rollover, irrevocably agrees as follows:

(1) To the extent that the escrow deposit includes deposited securities:

(i) The participating escrow bank shall promptly and fully comply with “entitlement orders” (as that term is
defined in Section 8-102(a)(8) of the Uniform Commercial Code) or directions originated by the Corporation
concerning all deposited securities without the further consent of the customer, including without limitation
any entitlement order or direction originated by the Corporation instructing the participating escrow bank to
deliver any or all of the deposited securities to the Corporation or its designees.

(ii) The participating escrow bank shall make reasonable efforts within its powers to ensure that the
Depository follows the procedures described in clause (i).

(iii) The participating escrow bank shall comply promptly and fully with an order from the Corporation to
liquidate the deposited securities to the extent necessary to perform the participating escrow bank’s
obligations under the Rules without the further consent of the customer or the Clearing Member.

(2) To the extent that the escrow deposit includes cash:

(i) The participating escrow bank shall hold the deposited cash applicable to the customer in the approved
account at the participating escrow bank.

(i) The participating escrow bank shall promptly and fully comply with disposition instructions originated by
the Corporation concerning the approved account and all deposited cash and earnings thereon without the
further consent of such customer or the Clearing Member, including without limitation any disposition
instruction originated by the Corporation instructing the participating escrow bank to deliver any or all of the
deposited cash to the Corporation or its designees.

(I) Notice of Material Changes to Participating Escrow Bank. Each participating escrow bank shall give the
Corporation prompt prior written notice, in the manner specified by the Corporation, of any material change
in its form of organization or ownership structure, including:

(1) the merger, combination or consolidation between the participating escrow bank and another person or
entity;

(2) the assumption or guarantee by the participating escrow bank 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;

(3) the sale of a significant part of the participating escrow bank’s business or assets to another person or
entity;

(4) a change in the name, form of business organization, or jurisdiction of organization or incorporation of
the participating escrow bank; and
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(5) a change in the direct or indirect beneficial ownership of 10% or more of the equity of the participating
escrow bank.

For the avoidance of doubt, to the extent prohibited by law, a participating escrow bank need not provide the
foregoing notice in advance of a public announcement.

(m) Reports. On each business day, the Corporation shall make available to the participating escrow bank
and to each Clearing Member a listing of all deposit, rollover and withdrawal instructions submitted to the
Corporation on that business day with respect to escrow deposits made by the participating escrow bank for
such Clearing Member.

(n) Assignment of Exercises. If any information made available to a participating escrow bank by the
Corporation indicates that an exercise notice has been allocated to a short position covered by an escrow
deposit that is being withdrawn or released, the participating escrow bank may not return the escrow deposit
to the customer.

(o) Release of Escrow Deposits in Respect of Stock Put Options upon Expiration. Any escrow deposit in
respect of a short position in stock put options shall be released by the Corporation on its own initiative at a
time specified by the Corporation following the expiration date for the short position covered by such escrow
deposit, unless:

(1) the Corporation has received notice from the correspondent clearing corporation indicating that the
Clearing Member’s obligations in respect of such short position have not been satisfied, in which case the
escrow deposit shall not be released until such time as the Corporation determines it has no further
obligations in respect of the short position; or

(2) the deposit is subject to a “hold” instruction, in which case the procedures set forth in paragraph (s)
below shall apply.

(p) Release of Escrow Deposits in Respect of Index Options upon Expiration. Any escrow deposit made in
respect of a short position in index options shall be released by the Corporation on its own initiative at a time
specified by the Corporation following the expiration date for the short position covered by such escrow
deposit, unless:

(1) the Clearing Member carrying the short position is not in full compliance with its obligations to the
Corporation; or

(2) the deposit is subject to a “hold” instruction, in which case the procedures set forth in paragraph (s)
below shall apply.

(q) Transfer of Escrow Deposits to the Corporation on Clearing Member Default. If a Clearing Member fails
to meet its settlement obligations with the Corporation on any business day or is suspended, the
Corporation has the option of approving or disapproving any withdrawal of an escrow deposit by such
Clearing Member or the relevant participating escrow bank.

(1) If a Clearing Member is in default with respect to any short position covered by an escrow deposit on any
business day, the Corporation may take possession of the cash and securities making up any escrow
deposit supporting such short position and: (i) in the case of securities, direct the Depository to deliver such
securities to the account at the Depository specified by the Corporation and (ii) in the case of cash, cause
such cash to be delivered to a bank account specified by the Corporation, in either case for the purpose of
satisfying the Clearing Member’s obligations in respect of such short position (or reimbursing itself for losses
incurred as a result of the default).
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(2) If a Clearing Member fails to meet its settlement obligations with the Corporation or is suspended on any
business day, the Corporation may close out any short position held with respect to such Clearing Member,
take possession of the securities and/or cash making up any escrow deposit supporting such short position
and: (i) in the case of securities, direct the Depository to deliver such securities to the participant account of
the Corporation at the Depository and (ii) in the case of cash, cause such cash to be delivered to a bank
account specified by the Corporation, in either case, for the purpose of reimbursing itself for costs incurred
in connection with such close-out.

(r) Participating Escrow Bank Default. If a participating escrow bank has become insolvent, fails to satisfy
the applicable requirements set forth in Rules 610 and 610C or breaches the relevant participating escrow
bank agreement or tri-party agreement, the Corporation may nonetheless accept new deposits or accept
any escrow rollovers or withdrawals for which settlement was to have been made by the participating
escrow bank (provided that the affected Clearing Members would be in compliance with their obligations to
the Corporation after giving effect thereto), but such acceptance shall not prejudice or impair such rights as
such Clearing Members may have against the participating escrow bank or its customers; provided, that the
Corporation may also take any of the following actions: (i) disqualify the participating escrow bank from
submitting new escrow deposits; (ii) disapprove any withdrawals by such participating escrow bank, (iii) take
possession of deposited securities and cause such securities to be delivered to the participant account of
the Corporation at the Depository and/or take possession of deposited cash and cause such cash to be
delivered to a bank account specified by the Corporation, in either case for satisfying the participating
escrow bank’s settlement obligations (or reimbursing itself for losses incurred as a result of such failure or
insolvency), (iv) disregard any escrow deposits, (v) require the participating escrow bank to withdraw any
escrow deposit, or (vi) close out any short position supported by an escrow deposit made by the
participating escrow bank, take possession of the securities and/or cash making up any escrow deposit
supporting such short position and: (A) in the case of securities, direct the Depository to deliver such
securities to the participant account of the Corporation at the Depository and (B) in the case of cash, cause
such cash to be delivered to a bank account specified by the Corporation, in either case for the purpose of
reimbursing itself for costs incurred in connection with such close-out. In the event of a participating escrow
bank’s failure to meet its settlement obligations with respect to a Clearing Member or a participating escrow
bank’s insolvency, the Clearing Member shall have the right to take possession of the deposited securities
or cash, as described in paragraph (s) below, provided that the Corporation has released its rights in such
deposited securities or cash.

(s) Transfer of Escrow Deposits to Clearing Member upon Customer Default. (1) A Clearing Member that
has disapproved of the withdrawal of an escrow deposit (in the case of a withdrawal of deposited securities)
or requested a “hold” with regard to such deposit may request, using a form prescribed by the Corporation
for such purpose, that the Corporation obtain possession of the securities or cash included within the
escrow deposit, or a portion thereof, and deliver such securities to the account at the Depository specified
by the Clearing Member, or cash to a location specified by the Clearing Member. By submitting a request for
delivery with respect to the securities or cash included within an escrow deposit, a Clearing Member shall be
deemed:

(i) to represent that, because the customer has defaulted in its obligations to the Clearing Member in respect
of the short position covered by the deposit, it has the legal right to take possession and/or direct disposition
of the deposited securities or deposited cash requested to be delivered, as a result of a valid and perfected
lien on and security interest in the deposited securities and deposited cash or otherwise, and

(i) to indemnify and hold harmless the Corporation, its directors, officers, employees and agents, against all
losses or expenses (including attorneys’ fees) reasonably incurred by such person for any reason as a
result of a breach of the representation in clause (1) or the delivery of such deposited securities or deposited
cash.

(2) A Clearing Member shall further provide such documentation as the Corporation may reasonably request
relating to its legal right to take possession and/or direct disposition of the securities requested to be
delivered.
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(3) Upon receipt of such a request and upon confirmation that Clearing Member has met any additional
required margin, the Corporation shall, unless prohibited by applicable law or regulations or court order: (i)
in the case of deposited securities, through the facilities of the Depository, instruct the Depository to deliver
such deposited securities, directly or indirectly, to an account at the Depository specified by such Clearing
Member, or (ii) in the case of deposited cash, instruct the participating escrow bank to deliver such
deposited cash as directed by the Clearing Member. If a Clearing Member has not made a request in proper
form or requested an extension by the 5 business day following the Clearing Member’s request for a “hold”
with respect to such deposit, the Corporation shall release the escrow deposit unless the Clearing Member
is not in compliance with its obligations to the Corporation as of such time, in which case the Corporation
may exercise the remedies set forth in paragraph (q); and, provided further, the Corporation shall not be
responsible for any failure by the Depository or any participating escrow bank to act on any such instruction.

(t) Effect of Release or Withdrawal of Escrow Deposit. The release of an escrow deposit by the Corporation
or the withdrawal of an escrow deposit with the Corporation’s consent releases any and all rights of the
Corporation against the participating escrow bank with respect to the escrow deposit. A release or
withdrawal of an escrow deposit will not affect any other rights of the Clearing Member for whose account
the escrow deposit was made.

. . . Interpretations and Policies:

.01 The Corporation will not accept, or if initially accepted, will thereafter reject, an escrow deposit pursuant
to this Rule 610C from a participating escrow bank other than through the Depository, if such participating
escrow bank, a parent or an affiliate has an equity interest in the amount of 20% or more of the total capital
of the Clearing Member for whose account the deposit is made.

.02 For purposes of this Rule, the term “participating escrow bank” means an approved custodian that has
entered into and has in effect a participating escrow bank agreement with the Corporation.

.03 For purposes of this Rule, the term “participating escrow bank agreement” shall mean an agreement
between the Corporation and a participating escrow bank approved to act as a custodian of escrow deposits
for the purposes of Chapter VI of the Rules, providing, among other things, that such bank is subject to all
provisions of the Rules governing the escrow deposit program for effecting escrow deposits, rollovers and
withdrawals of escrow deposits without the issuance of escrow receipts.

.04 For the purposes of this Rule, the term “Government securities” means securities with a fixed principal
amount issued or guaranteed by the United States, excluding Separate Trading of Registered Interest and
Principal Securities issued on Treasury Inflation Protected Securities (commonly called TIP-STRIPS).

.05 For the purposes of this Rule, the term “business day” means any day other than a day on which the
Corporation, the Depository and/or commercial banks in New York City are authorized or required to be
closed.
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