Page 70 of 79

EXHIBITS

NATIONAL
SECURITIES
CLEARING
CORPORATION

RULES & PROCEDURES

TEXT OF PROPOSED RULE CHANGE

Bold and underlined text indicates proposed added language.

Bold-and-strikethrough text indicates proposed deleted language.
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RULE 4(A). SUPPLEMENTAL LIQUIDITY DEPOSITS

[Changes to this Rule 4(A), as amended by File Nos. SR-NSCC-2021-002_and
SR-NSCC-2021-801, are available at dicc.com/~/media/Files/Downloads/legal/rule-
filings/2021/NSCC/SR-NSCC-2021-002.pdf and at
dtcc.com/~/media/Files/Downloads/legal/rule-filings/2021/NSCC/SR-NSCC-

2021-801.pdf, respectively. These changes have been approved by the Securities
and Exchange Commission but have not yet been implemented. By no later than

insert date no later than 10 Business Days after the later of the approval of
SR-NSCC-2021-002 and no objection to SR-NSCC-2021-801 by the Securities and

Exchange Commission]. these changes will be implemented, and this legend will

be automatically removed from this Rule 4(A).

SEC. 1. Overview. The Corporation requires sufficient liquidity to enable it to
effect the settlement of its payment obllgatlons as a central counterparty#he—t—we—

GJreaFmg—FeneL and a—eemmﬂ%ed—kﬁe—ef—eped%to meet its requlatory obllqatlons A
substantial proportion of the liquidity needed by the Corporation for these purposes is
attributable to the exposure presented to the Corporation by its Members who would
generate the largest settlement debits durirg-eptions-expiration-activitypereds in
stressed market conditions. In order to ensure that the Corporation has sufficient
liquidity to meet its payment and regulatory obligations, His-appreprate-that such
Members shall provide additienraltiquidityto-the-Corporationintheformof
supplemental liquidity deposits to the Clearing Fund—etfsetby{H)-commitments—under
the-lire-of-ereditand-{ilany _to supplement the Corporation’s other guatifyirg—
lgquidresourcesthe-Corporation-may-seeuresources of liguidity pursuant to
settle-ts-payment—obligations—as—acentral-counterparty-this Rule 4(A). This Rule
4(A) describes how such additienal-tigquidityin-theform—of supplemental liquidity

deposits to the Clearing Fund shall be calculated and provided.

SEC. 2. Defined Terms. The following terms shall have the meanings specified_
below for purposes of this Rule 4(A):

“Affiliate” means a person that controls or is controlled by or is under common
control with another person. Control of a person means the direct or indirect ownership
or power to vote more than 50% of any class of the voting securities or other voting
interests of any person.

“Affiliated Family” means a group of Members, excluding from the group any
Member that is a securities clearinghouse, depository, exchange or other market
infrastructure, in which each Member in the group is an Affiliate of at least one other
Member in the group.
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‘Speetal-Activity-Daily Liquidity Need” means, on any-Speetal-Activity
Business Day, the amount of liquid resources, as calculated and determined by the
Corporation, needed to effect the settlement of its payment obligations as a central
counterparty over a feurthree day settlement cycle, assuming the default on that
Busmess—Dayda of thean Unafflllated Member or Afflllated Famlly—that—weHJd—eause—

‘SpectalActivityintraday Supplemental Liquidity Call” has the meaning given

to such term in Section 7 below.

I3 . = . . . _g= . T}

“‘Spectal-Activity-Lookback Period” means-with-respectte the 24 month period
(or longer period as determined by the Corporation in its discretion) enrdirg-enthe-

app#eab#e—Speaal—AeH—w-t—y—GaLeuﬁren—Da%e—prlor to each @pﬂen—s—l%xp#at-len—

e#—the—appl+eab+eépee|al—AetHH%y—Galeu4aHen—DateBusmess Day.
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“Options Expiration Activity Period” means the period (i) beginning at the
opening of business on the Friday preceding the Saturday that is the monthly
expiration date for stock options (or the Business Day before that if such Friday
iSs not a Business Day) and (ii) ending at the close of business on the second
Settlement Day following such date. If the monthly expiration date for stock
options is changed to a Friday, the “Options Expiration Activity Period” shall
mean the period (i) beginning at the opening of business on such Friday (or the
Business Day before that if such Friday is not a Business Day) and (ii) ending at
the close of business on the second Settlement Day following such date.

‘Spectal-Activity-Peak Liquidity Expesure-Need’means: has the meaning

given to such term in Section 3 below.
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“Special-Astivity-Supplemental “Qualifying Liquid Resources” means, as of

each Business Day, the liquid resources available to the Corporation to enable it
to settle its payment obligations as a central counterparty in stressed market
conditions (as described below), which may include (i) a commitment to lend
under a committed line of credit maintained by the Corporation to enable it to
satisfy losses and liabilities incident to the operation of its clearance and
settlement business; (ii) actual deposits to its Clearing Fund, including
Supplemental Liquidity Deposits; and (iii) any other prefunded or committed
liguidity resources that the Corporation may use to settle its payment obligations
as a central counterparty. Qualifying Liquid Resources would not include
Supplemental Liquidity Deposits for purposes of this Rule 4(A). In orderto
simulate stressed market conditions, the Corporation would apply assumptions
to the size and availability of its Qualifying Liguid Resources when applying these
resources in the calculations made under this Rule 4(A).

“Supplemental Liquidity Deposit” shall have the meaning given to such term in
Section 5; and shall include any amount deposited to the Clearing Fund in satisfaction
of (i) a Speetat-AetivitySupplemental Liquidity Obligation (pursuant to Section 64
below) or (i) aSpeetat-Aetivity-an Intraday Supplemental Liquidity Call (pursuant to

Section 87 below). All Speetal-Aetivity Supplemental Liquidity Deposits shall be
made in cash by wire transfer to an account designated by the Corporation.

ry-Supplemental Liquidity ObligationNeed +means—eh-any—

A ..
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has the meaning given to such term in Sectlon 4 below

“Supplemental Liquidity Provider” has the meaning given to such termin
Section 3 below.

“‘Unaffiliated Member” means a Member that (i) is not in any Affiliated Family and
(i) is not a securities clearinghouse, depository, exchange or other market
infrastructure.

Capitalized terms that are used but not defined in this Rule 4(A) shall have the
meanings given to such terms elsewhere in these Rules.

Speeial-ActivitySupplemental Liquidity Obligations

SEC. 3. Speetal-Activity-Caleulation-Date-Determinations—Supplemental
Ligquidity Providers. On aday-thatisno-laterthanthefifth-each Business Day-

i Ooti Expiration Activity_Period-{the “S L Activi
Caleulation-Date™}, the Corporation shall determine;_the “Peak Liguidity Need” of
each Member, which shall be:

a. the-Speetal-Aetivity—For Unaffiliated Members, the largest Daily
Liquidity Need efthat the Corporation en-each-Special-Activity would

have in the event of the default of such Unaffiliated Member on any

Business Day efduring the appheable-Spectal-Activity Lookback

Period;.

b. the-Spectal-Aetivity—Supplemental-For Members of an Affiliated
Family, the largest Daily Liquidity Need efthat the Corporation would_

have in the event of the default of such Member on eaehépeetal—

Aetivityany Business Day efduring the applicable Speetal-Activity
Lookback Period;

e——and with respect to an Affiliated Family, the SpeecialActivity—
Peaklargest Daily Liquidity Need efthat the Corporation would have in

the event ofen—the—app#eableépeaal—Aemm_y—eaLe&Laumq—Da&e—

\ | (ol Astiv K Liuidi  oacl eilisted

I il I i duri I licabl ol T

e—the 30{erfewerUnaffiiatedsimultaneous default of all Members e+of
that Affiliated Fam#res—wmh—theJaFgestépeeraLAetHHIy—Pealelﬂan

Ex-pes—u-ltesFamlly on any Business Day during the apphteable-Special-
Aetivity-L ookback Period.

SEGC4—Special-Activity Hiquidity-Obligations—and-Previders—The 30 (or
fewer) Unaffiliated Members or Affiliated Families with the largest Speetal-Activity
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Peak Liquidity ExpesuresNeed during the apphtecable-Special-Activity Lookback

Period shall be “Supplemental Liquidity Providers” for that Business Day.

SEC 4. Supplemental Liguidity Obligations.

a. On each Business Day, {each,-a~Speeial-Activity Supplemental
Liquidity Provider?} shall have a supplemental liquidity obligation to the

Corporation (a “Speetat-AetivitySupplemental Liquidity Obligation);”)
determined fer-each-Spectat-ActivitytHiguidity-Providerin accordance

with the following formula:
A = B multiphed-by-{minus C-dividedby-B}, where --

A is the SpeeialAetivitySupplemental Liquidity Obligation of such
Special-Activity Supplemental Liquidity Provider;

B is the Daily Liquidity Need of the Supplemental Liquidity
Provider calculated for that Business Day; and

CB s the Speeial-ActivityPeak-LiguidityNeedsum of all Qualifying
Liguid Resources available to the Corporation on the-appheable—

Speetal-Activity-Caleulation-Batesthat Business Day assuming

stressed market conditions.

b. If two or more Supplemental Liquidity Providers have a
Supplemental Liquidity Obligation of more than $2 billion, as
determined pursuant to subsection a. above, the Corporation may, in

its sole discretion, determine the Supplemental Liquidity Obligation
of each Supplemental Liguidity Provider as its pro rata share of the
largest Supplemental Liquidity Obligation calculated for that
Business Day.

SEC. 5. Satisfaction of Speetal-Aetivity Supplemental Liquidity Obligations. In
satisfaction of its Speetab-AetivitySupplemental Liquidity Obligation to the Corporation,
a SpeeialAetivitySupplemental Liquidity Provider shall make a supplemental liquidity

deposit (a “Speetat-Aetivity Supplemental Liquidity Deposit”) to the Clearing Fund in
an amount equal to its Supplemental Aetivity-Liquidity Obligation.

SEC. 6. Notice of Speetal-ActivitySupplemental Liquidity Obligations and
Payment of Speetal-Aetivity Supplemental Liguidity Deposits. Prempthy—afterthe-
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Special-Activity—Caleulation-BateOn each Business Day, the Corporation shall
provide each Speecial-AetivitySupplemental Liquidity Provider with the amount of its

SpeetalActivitySupplemental Liquidity Obligation for that Optiens-Expiratien—

ActivityPeriod—NeotlaterthanBusiness Day. Such notice shall state if the
eleseSupplemental Liquidity Obligation was calculated pursuant to Section 4b of

bu-smess—enthrs Rule Within one hour of demand unless otherwrse determrned

by the
PerredCorgoratlon aSpeeral—Aetr—v—rtySupplemental quU|d|ty Provrder shaII make |ts

Speetal-Activity Supplemental Liquidity Deposit to the Clearing Fund.
Speetal-Activityintraday Supplemental Liquidity Calls

SEC. 7. Determination of Speetal-Aetivityintraday Supplemental Liquidity
Calls.

a. _If, with-respeetto-any-Special-Activity—on the first Business Day of an
Options Expiration Activity Perrod—between%peeraJ—AeHA%GalequaHen—Dates the

Corporatron observes an increase in its Speerat—Aetmtyé&pplemental—an@rty—

t-|-me—te—t+meDa|Iy quurdlty Need the Corporatron shall be—entrtted—te—call on the
Member-Supplemental Liquidity Providers whose increase in activity levels_or_
projected settlement activity with respect to monthly expiration of stock options
caused (or was the primary cause of) such increase in the Speecial-Activity—
SupplementalDaily Liquidity Need of the Corporation to deposit to the Clearing Fund,
as an addition to its Speeiat-Aetivity Supplemental Liquidity Deposit, an amount equal
to the difference between (i) the Speeial-Activity-SupplementalDaily Liquidity Need of
the Corporation on such Speeial-Activity-Busiress BayBusiness Day, adjusted to

account for such increased activity levels and projected settlement activity, and

(i) the sum, on such Speerat—Aet—r—v—rt—y—Busrness Day, of-&v)—aHépeeral—Aet—m-t—y—

hme—(a—Speeral—Aeﬂwty aII Qualrfylnq Liquid Resources assumrnq stressed

market conditions (an “Intraday Supplemental Liquidity Call’). For purposes of
this Section 7a, the Corporation would adjust the re-calculated Daily Liquidity
Need using an estimated netting percentage that is based on that Supplemental
Liquidity Provider’s average percentage of netting observed over the prior 24
months.

b. If, on any Business Day other than the first Business Day of an
Options Expiration Activity Period, the Corporation observes an increase in its
Daily Liquidity Need, the Corporation shall be entitled to call on the Supplemental
Liguidity Providers whose increase in activity levels caused (or was the primary
cause of) such increase in the Daily Liquidity Need of the Corporation to deposit
an Intraday Supplemental Liquidity Call in an amount equal to the difference
between (i) the Daily Liquidity Need of the Corporation on such Business Day,
adjusted to account for such increased activity levels, and (ii) the sum, on such
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Business Day, of all Qualifying Liquid Resources assuming stressed market
conditions.

SEC. 8. Satisfaction of Speetab-Aetivityyntraday Supplemental Liquidity Calls.

he fi : : . : | Aotiv] PNRT w
Unless otherW|se determlned by the Corporatlon—er—sueh—tater—nme—as—the—

a#e{—lteeei-p{—ef—a%peea—Aetm%y W|th|n one hour of demand of an Intraday

Supplemental Liquidity Call from the Corporation, a Member shall make a-Speeial-
Aetivityan additional Supplemental Liguidity Deposit to the Clearing Fund in the
amount of the Speetal-Aetivityintraday Supplemental Liquidity Call.

Returns of Speetal-Aetivity Supplemental_Liquidity Deposits

SEC. 9. Deposits Made in Satisfaction of a Supplemental Liquidity Obligation.
A Speeial-ActivitySupplemental Liquidity Provider shall be entitled to a return of the
amount of its Speetal-Astivity Supplemental Liquidity Deposit made in satisfaction of a
Supplemental Aetivity-Liquidity Obligation or Intraday Supplemental Liquidity Call,

payable sevenron the Business BaysDay following after the erd-eftheapplecable-
Op{-rmqs—éepMGH—Aet-l-w{-y—P-eﬂedBusmess Day on which the Supplemental

Liquidity Deposit was made, unless otherwise notified by the Corporation.

SEC11—Ceasing to be a Participant. Speetalt-Aetivity-Supplemental Liquidity
Deposits shall-ret be subject to the provisions of Section 7 of Rule 4 relating to the

thirty-(30)-calendarday-deterral-ofrefundsrefund of deposits to the Clearing Fund

when a Member ceases to be a participant.

Miscellaneous Matters

SEC. 42:11. Obligations of Affiliated Families and Unafiated-Members
Supplemental Liguidity Providers.

a. The Speecial-ActivitySupplemental Liquidity Obligations of an Affiliated
Family shall be the several obligations of all of the Members of the
Affiliated Family ratably in proportion to their applicable Speetat-Activity
Peak Liquidity ExpesuresNeed.

b. In the event of any failure of anYraffitiated-Membera Supplemental
Liguidity Provider to satisfy a Speetal-AetivitySupplemental Liquidity
Obligation in full when due, the Corporation may (i) debit the amount of
any such deficiency to the account of such Yrafitated-Member,

(i) collect such amount in system wide settlement, and (iii) credit such

amount as a Speetral-Activity Supplemental Liguidity Deposit for the
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account of such Ynaffiiated-Member. The Corporation may also
exercise any and all of its other default rights under these Rules.

SEC. £3-12. Application of Speeiat-Aetivity—Supplemental Liguidity Deposits.

a.

A Spectal-Activity-Supplemental Liquidity Deposit of a Member may not
be withdrawn by the Member unless it is entitled to a return of such deposit
pursuant to Sections 9 or 10 above. Notwithstanding Sections 9 and 10
of this Rule, the Supplemental Liguidity Deposit of a Member may be

held by the Corporation pursuant to Section 9 of Rule 4.

A Speetal-Aetivity-Supplemental Liquidity Deposit of a Member shall form
a part of the Actual-Depesiactual deposit of the Member to the Clearing

Fund but shall be in addition to, and separate from, (i) the Required Fund
Deposit of the Member and (ii) any other deposit of the Member to the
Clearing Fund.

A Speetal-Aetivity-Supplemental Liquidity Deposit of a Member (i) may
be invested, paid, applied and loaned as provided in Section 2 of Rule 4

and (ii) may be used to satisfy a loss or liability as provided in Sections 3
o+13 of Rule 4.

A Speecial-Aetivity Supplemental_Liquidity Deposit of a Member may not
be used to calculate or be applied to satisfy any pro rata charge pursuant

to Section 4 of Rule 4.

SEC. #4- 13. Information. To enable MembersSupplemental Liquidity
Providers to understand and manage their obligations to the Corporation:

a-

,on each Business Day, the Corporation shall make available to each

MemberSupplemental Liquidity Provider the amount of the heuieity—
needDaily Liguidity Need that the Corporation would have had in the event

of the default of such Member on the preceding Business Day;and




