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THE OPTIONS CLEARING CORPORATION

RULES

* * *

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.

* * *

E.

EDCP Unvested Balance

(1) The term “EDCP Unvested Balance” shall mean, as of any date, the funds held under The
Options Clearing Corporation Executive Deferred Compensation Plan Trust which are (a)
deposited on and after January 1, 2020 in respect of the Corporation’s Executive Deferred
Compensation Plan (the “EDCP”) and (b) in excess of amounts necessary to pay for the benefits
accrued and vested under the EDCP as of such date.

Electronic Data Entry
(32) The term “electronic data entry” shall mean the transmission by a Clearing Member to the
Corporation via electronic means of reports, notices, instructions, data or other items.

Electronic Data Retrieval

(23) The term “electronic data retrieval” shall mean the retrieval by a Clearing Member via
electronic means of reports, notices, instructions, data and other items made available by the
Corporation.

Exercise Position

(34) The term "exercise position™ shall mean the position of a Clearing Member in any account
in respect of option contracts which have been exercised by such Clearing Member, or for which
such Clearing Member is the Assigned Clearing Member, in such account.

Exercise Settlement Amount

(45) The term "exercise settlement amount” as used in respect of stock options shall mean the
amount payable to the Delivering Clearing Member upon delivery of the underlying security or
securities in respect of the exercise of an option contract.

Exercise Settlement Date
(56) The term "exercise settlement date"” shall mean the date specified in Rule 903 or any Rule
that replaces that Rule.
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Operational Loss Fee

(2) The term “Operational Loss Fee” shall mean the fee that would be charged to Clearing
Members in equal shares, up to the maximum amount identified in the Corporation’s schedule of
fees less the aggregate amount of Operational Loss Fees previously charged and not yet refunded
at the time of calculation, if, after contributing the entire EDCP Unvested Balance, shareholders’
equity remains below the levels identified in the Corporation’s schedule of fees.

* * *

T.

Reserved:-Target Capital Requirement

(1) The term “Target Capital Requirement” shall mean the amount of shareholders’ equity
recommended by Management and approved by the Board to ensure compliance under both the
SEC and CFTC rules and to keep such additional amount the Board may approve for capital

expenditures.

CHAPTER Il
Miscellaneous Requirements

* * *

Rule 209 - Payment of Fees and Charges

(a) Fees and charges owing by a Clearing Member to the Corporation shall be due and payable
within five business days following the end of each calendar month._Notwithstanding the
foregoing, the Operational Loss Fee owing by a Clearing Member to the Corporation shall be
due and payable within five business days following the Corporation’s notice to the Clearing
Member that the Operational Loss Fee is due.

(b) The Corporation shall be authorized to withdraw from each Clearing Member’s bank account
established with respect to its firm account, on or after the fifth business day following the end of
each calendar month _or, in the case of an Operational Loss Fee, on or after the fifth business day
following the Corporation’s notice to the Clearing Member that the Operational Loss Fee is due,
(i) 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 a Market Loan 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
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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.

CHAPTER X
Clearing Fund Contributions

* * *

RULE 1006 - Purpose and Use of Clearing Fund

(a) Conditions for Clearing Fund Use. The Clearing Fund may be used to make good losses or
expenses suffered by the Corporation, or losses suffered by the Clearing Fund resulting from
borrowings pursuant to the authority in Rule 1006(f), (i) as a result of the failure of any Clearing
Member to discharge duly any obligation on or arising from any confirmed trade accepted by the
Corporation, (ii) as a result of the failure of any Clearing Member (including any Appointed
Clearing Member) or of CDS to perform its obligations (including its obligations to the
correspondent clearing corporation) under or arising from any exercised or assigned option
contract or matured future or any other contract or obligation issued, undertaken, or guaranteed
by the Corporation or in respect of which the Corporation is otherwise liable, (iii) as a result of
the failure of any Clearing Member to perform any of its obligations to the Corporation in
respect of the stock loan and borrow positions of such Clearing Member, (iv) in connection with
any liquidation of a Clearing Member’s open positions, (v) in connection with protective
transactions effected for the account of the Corporation pursuant to Chapter XI of the Rules, (vi)
as a result of the failure of any Clearing Member to make any other required payment or render
any other required performance, (vii) as a result of the failure of any bank or securities or
commaodities clearing organization to perform its obligations to the Corporation for reasons
specified in paragraph (c) of this Rule 1006, or (viii) as a result of a borrowing by the
Corporation for liquidity needs for same day settlement pursuant to the authority in Rule 1006(f).
Notwithstanding the foregoing, in the event that the Corporation performs a VVoluntary Tear-Up
or a Partial Tear-Up pursuant to Rule 1111, the Clearing Fund may be used to provide
compensation to non-defaulting Clearing Members and their customers as a means of re-
allocating the losses, costs and fees imposed upon them as a result of such Voluntary Tear-Up or
Partial Tear-Up, but only to the extent that such losses, costs and fees can be reasonably
determined by the Corporation.

(b) Clearing Member Failures.

(1) Upon occurrence of any of the events described in clauses (i) through (vi) of paragraph (a) of
this Rule, the Corporation shall (after appropriate application of other funds in the accounts of
the Clearing Member) apply the Clearing Member’s Clearing Fund contribution to the discharge
of the obligation, the reimbursement of such loss or expense, or the making of such payment or
the funding of the performance, as applicable. If the sum of all such obligations, losses or
expenses, and payments exceeds the sum of the amount of the Clearing Member’s total Clearing
Fund contribution and the amount of the other funds of the Clearing Member available to the
Corporation, and if the Clearing Member fails to pay the Corporation the amount of any such
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deficiency on demand, the amount of the deficiency shall be first, funded by the Corporation’s
retained earnings in accordance with paragraph (e) of this rule; and next, paid out of the Clearing
Fund and the EDCP Unvested Balance and charged on a proportionate basis against the sum of
the EDCP Unvested Balance and all other Clearm,gy Members requlred contrlbutlons as
calculated at the time-a
Feqmredreentﬂhuttehsﬂase&tee%teéaptheﬂme but the Clearlng Member Who falled to pay the
deficiency shall remain liable to the Corporation for the full amount of such deficiency until
repayment thereof by such Clearing Member.

(ii) If the Corporation performs a Voluntary Tear-Up or a Partial Tear-Up pursuant to Rule 1111,
then, the Corporation may elect to proportionately charge the Clearing Fund and EDCP Unvested
Balance in the amount(s) the Corporation reasonably determines necessary to compensate non-
defaulting Clearing Members and their customers for the losses, costs or fees imposed upon them
as a directhy result of such Voluntary Tear-Up or Partial Tear-Up, but only to the extent that such
losses, costs and fees can be reasonably determined by the Corporation.

(iii) For purposes of this Rule 1006(b), the share of any Clearing Fund loss or deficiency shall be
borne pro rata by each Clearing Member (other than the suspended Clearing Member(s)) and the
EDCP Unvested Balance. The percentage attributed to each shall be a fraction, the numerator of
which shall be the sum of the fixed amount and variable amount calculated pursuant to Rule
1003 for such Clearing Member (or its initial contribution if applicable) or the EDCP Unvested
Balance amount, as applicable, and the denominator of which shall be the sum of the EDCP
Unvested Balance and fixed amounts, variable amounts and any initial contributions across all

Clearlnq Members (other than suspended Clearlnq Member(s))a—@leaﬂng—Member—s

(c) Bank or Clearing Organization Failures.

(i) If any bank or securities or commodities clearing organization shall fail to perform any
obligation to the Corporation when due because of its bankruptcy, insolvency, receivership,
suspension of operations, or any similar event, and the Corporation shall sustain a loss (whether
directly or as a trustee, custodian, or secured party) by reason thereof that is not recoverable out
of the Clearing Fund pursuant to paragraph (b), the Corporation may, in its discretion, reimburse
itself for such loss out of the Clearing Fund pursuant to this paragraph (c), and the amount of any
such reimbursement shall be charged proportionately against all Clearing Members’ required
contributions to the Clearing Fund as calculated at the time.

(if) With respect to any borrowing by the Corporation for liquidity needs for same day settlement
pursuant to the authority in paragraph (e) of this Rule, if such borrowing remains outstanding for
a period of less than thirty days, the Corporation may, in its discretion, consider such amount an
actual loss to the Clearing Fund and the amount of any such loss shall be charged proportionately
against all Clearing Members' required contributions to the Clearing Fund as calculated at the
time, provided however, that if such borrowing remains outstanding on the thirtieth day, the
Corporation shall consider such amount an actual loss to the Clearing Fund and the amount of
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any such loss shall be charged proportionately against all Clearing Members' required
contributions to the Clearing Fund as calculated at the time.

(1ii) For purposes of this Rule 1006(c), the share of any deficiency to be borne by each Clearing
Member (other than the suspended Clearing Member(s)) shall be a fraction, the numerator of
which shall be the sum of the fixed amount and variable amount calculated pursuant to Rule
1003 for such Clearing Member (or its initial contribution if applicable) and the denominator of
which shall be the sum of the fixed amounts, variable amounts and any initial contributions

across aII Cleannq Members (other than the suspended Cleannq Member(s))a—GteeFmg

#Hnte#ptetaﬁenenel—Pehey—@i—belew To the extent that a Ioss resultlng from any of the events

referred to in this paragraph is recoverable out of the Clearing Fund pursuant to paragraph (b),
the provisions of paragraph (b) shall control, and this paragraph (c) shall be inapplicable.

(d) Notice of Charges. Whenever any proportionate charge is made against Clearing Members’
contributions to the Clearing Fund, the Corporation shall promptly notify all Clearing Members
of the amount of the charge and the reasons therefor. For the purposes of paragraphs (b) through
(d), the amount of any loss sustained by the Corporation shall be determined without reference to
the possibility of any subsequent recovery in respect thereof, through insolvency proceedings or
otherwise, but the net amount of any such recovery shall be applied in accordance with
paragraph (h).

(e) Retained-Use of Earnings.

(i) In advance of charging a loss or deficiency proportionately to the Clearing Fund required
contributions of non-defaulting Clearing Members and the EDCP Unvested Balance pursuant to
paragraph (b) of this Rule 1006, the Corporation will charge such loss or deficiency against the
Corporation’s current and retained earnings that are greater than 110% of its Target Capital

Requirement.
(ii) Notwithstanding the provisions of paragraphs{b}-through-{d)paragraph (c), in lieu of

charging a loss or deficiency proportionately to the Clearing Fund required contributions of non-
defaulting Clearing Members pursuant thereto, the Corporation may, in its discretion, elect to
charge such loss or deficiency in whole or in part against the Corporation’s current earnings or
retained earnings. If such charge is made against current earnings, such charge shall be deemed a
refund of clearing fees to the non-defaulting Clearing Members to whose Clearing Fund
contributions the loss or deficiency would otherwise have been charged, and in that case the
Corporation shall notify each such Clearing Member of the aggregate amount of the charge
against current earnings, the reasons therefor, and the amount deemed to have been refunded to
such Clearing Member.

(ii1) As used herein, the term “current earnings” shall mean the Corporation's net income before
taxes for the period from the beginning of the fiscal year in which a loss or deficiency occurs to
the close of the calendar month immediately preceding the occurrence of such loss or deficiency,
less an amount equal to the aggregate of all refunds of clearing fees made or authorized to be
made or deemed to have been made for such fiscal year. If the Corporation elects-te-charges a
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deficiency in a Clearing Member’s Clearing Fund contribution against the Corporation’s current
earnings or retained earnings, the Clearing Member shall remain liable to the Corporation for the
full amount of such deficiency until repayment thereof by such Clearing Member.

(F) Borrowings. If (i) the Corporation deems it necessary or advisable to borrow or otherwise
obtain funds from third parties in order to meet obligations arising out of the default or
suspension, or in anticipation of the potential default or suspension, of a Clearing Member or any
action taken by the Corporation in connection therewith pursuant to Chapter XI of the Rules or
otherwise; or (ii) the Corporation sustains a loss reimbursable out of the Clearing Fund pursuant
to paragraph (c) but elects to borrow or otherwise obtain funds from third parties in lieu of
immediately charging such loss to the Clearing Fund; or (iii) the Corporation reasonably believes
it necessary to borrow to meet its liquidity needs for same-day settlement as a result of the failure
of any bank or securities or commodities clearing organization to achieve daily settlement, and in
any case the Corporation determines that it will be unable to borrow or otherwise obtain such
funds on acceptable terms on an unsecured basis; then the Corporation may take possession of
cash or securities deposited by Clearing Members as contributions to the Clearing Fund and
securities in which cash contributions to the Clearing Fund have been invested by the
Corporation and use such assets to borrow or otherwise obtain funds through any means
determined to be reasonable by the Executive Chairman, Chief Executive Officer, or Chief
Operating Officer of the Corporation in his discretion (including, without limitation, pledging
such assets as security for loans and/or using such assets to effect repurchase, securities lending
or other transactions); provided, in the case of any transaction effected under the circumstances
specified in clause (i) or clause (iii) above, that the funds obtained through such transaction will
be used solely for the purposes described in clause (i) or clause (iii), as applicable. The funds
obtained by the Corporation pursuant to this paragraph (f)), irrespective of how such funds are
applied, shall not be deemed to be charges against the Clearing Fund for a period not to exceed
thirty days, and, during said period, shall not affect the amount or timing of any charges
otherwise required to be made against the Clearing Fund pursuant to this Chapter X. If all or a
part of any transaction effected by the Corporation pursuant to this paragraph (f) remains
outstanding after thirty days, the Corporation, at the close of business of the thirtieth day (or on
the first Business Day thereafter), shall consider the amount of Clearing Fund assets used to
support the Corporation’s obligations under the outstanding transaction as an actual loss to the
Clearing Fund and immediately allocate such loss in accordance with this Chapter X.

(9) Cross Guaranty Parties. If the Corporation is obligated to make a payment to a Cross-
Guaranty Party pursuant to a Limited Cross-Guaranty Agreement in respect of a suspended
Clearing Member, the Corporation shall (after appropriate application of other funds in the
accounts of the Clearing Member) apply the Clearing Member’s Clearing Fund contribution to
make such payment, or to reimburse itself for such payment. If the Corporation receives any
funds in respect of a suspended Clearing Member from a Cross-Guaranty Party pursuant to a
Limited Cross-Guaranty Agreement in circumstances in which the Corporation must still make a
charge on a proportionate basis against other Clearing Members’ required contributions to the
Clearing Fund even after application of such funds, or in circumstances in which the Corporation
has already made a charge on a proportionate basis against other Clearing Members’ required
contributions to the Clearing Fund, such funds shall be credited in accordance with the

provisions of Rule 1010te-the-Clearing-Fund.
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(h) Making Good of Charges to the Clearing Fund.

(A) Replenishment. Whenever an amount is paid out of the Clearing Fund contribution of a
Clearing Member, whether by proportionate charge or otherwise, such Clearing Member shall be
liable to promptly make good the deficiency in its required contribution resulting from such
payment by replenishment of the Clearing Fund. Each Clearing Member shall have and shall at
all times maintain the ability to replenish any deficiency described in this Rule 1006(h) by 9:00
A.M. Central Time (10:00 A.M. Eastern Time) on the first business day following the day on
which the Corporation notifies the Clearing Member of such deficiency.

(B) Cooling-Off Period; Assessments. Notwithstanding anything in this Rule 1006(h) and except
as provided for below, if an amount is paid out of the Clearing Fund as a result of a proportionate
charge under Rule 1006(b) resulting from any of the events described in clauses (i) through (iv)
of Rule 1006(a), then starting on the date of such proportionate charge there shall automatically
commence a cooling-off period during which a Clearing Member will not be liable to make good
more than an additional 200% of the amount of its then required contribution (for definitional
purposes, amounts in excess of a Clearing Member’s then required contribution shall be
“assessments”). The cooling-off period shall be fifteen consecutive calendar days from the date
of such proportionate charge; provided however, that if one or more subsequent events described
in clauses (i) through (iv) of Rule 1006(a) occur during the fifteen-day period and result in one or
more proportionate charges against the Clearing Fund, the cooling-off period shall be extended
through (i) the fifteenth calendar day from the date of the most recent proportionate charge
resulting from the subsequent event, or (ii) the twentieth calendar day from the date of the initial
proportionate charge, whichever is sooner. After the cooling-off period ends, Clearing Members
shall not be liable for any deficiency arising from losses or expenses suffered by the Corporation
as a result of any event described in clauses (i) through (iv) of Rule 1006(a) that occurred during
the cooling-off period. Each Clearing Member shall have and at all times maintain the ability to
make good any deficiency described in this Rule 1006(h) by 9:00 A.M. Central Time (10:00
A.M. Eastern Time) on the first business day following the day on which the Corporation
notifies the Clearing Member of such deficiency.

(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 (i) not later than the last day of the cooling-off period the Clearing Member notifies
the Secretary of the Corporation in writing that it is terminating its status as a Clearing Member,
(i) after giving such notice 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 shall 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
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intent to terminate its status as a Clearing Member in accordance with paragraph (C) of this Rule
1006(h), and such Clearing Member’s computed contribution is less than its minimum required
contribution, then the Clearing Member shall also make good 100% of the amount equal to its
minimum required contribution less its computed contribution to the Clearing Fund.

(i) General Lien. Without limiting any other rights granted herein, each Clearing Member grants
to the Corporation a general lien on all cash, Government securities and other property of the
Clearing Member contributed to the Clearing Fund (and any proceeds thereof) as security for any
obligation of the Clearing Member to the Corporation including, without limitation, any
obligation to satisfy a proportionate charge pursuant to this Rule 1006.

(j) Securities Intermediary. Securities deposited in an account of the Corporation in an approved
custodian in the name of the Corporation shall be credited to the Clearing Member’s “clearing
fund account,” which shall be a securities account maintained on the records of the Corporation
in the name of such Clearing Member, and the Corporation shall be the Clearing Member’s
securities intermediary with respect to such securities for purposes of Articles 8 and 9 of the
Uniform Commercial Code. So long as any such securities and any proceeds thereof are so
credited to the Clearing Member’s clearing fund account, the Corporation shall have a general
lien on and perfected security interest in and “control” over such securities and proceeds for
purposes of Articles 8 and 9 of the Uniform Commercial Code.

... Interpretations & Policies:

.02 If the Corporation has a deficiency after the application of all of the funds of a suspended
Clearing Member that are available to the Corporation (including the Clearing Fund
contributions of the Clearing Member), and the Clearing Member is a Common Member but the
Corporation cannot, in its discretion, determine whether or in what amount it will be entitled to
receive funds from a Cross-Guaranty Party pursuant to a Limited Cross-Guaranty Agreement in
respect of the Clearing Member, or when it will receive such funds, the Corporation may, in its
discretion, make a charge against other Clearing Members’ contributions to the Clearing Fund in
accordance with the provisions of paragraph (b). If the Corporation receives funds from a Cross-
Guaranty Party in respect of the Clearing Member after making such a charge, the Corporation
will credit such funds to the Clearing Fund in accordance with the provisions of Rule 1010.

.03 If the Corporation has a deficiency after the application of all of the funds of a suspended
Clearing Member that are available to the Corporation (including the Clearing Fund contribution
of the Clearing Member), and the Clearing Member is a Common Member and the Corporation
determines in its discretion that it is likely to receive funds from a Cross-Guaranty Party pursuant
to a Limited Cross-Guaranty Agreement in respect of the Clearing Member, the Corporation
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may, in its discretion and in anticipation of receipt of such funds from the Cross-Guaranty Party,
forego making a charge, or make a reduced charge, against other Clearing Members’
contributions to the Clearing Fund in accordance with the provisions of paragraph (b). If the
Corporation thereafter does not receive or determines that it is not likely to receive the
anticipated funds from the Cross-Guaranty Party, or receives funds in a smaller amount than
anticipated, the Corporation may, in its discretion, make a charge, or an additional charge,
against other Clearing Members’ contributions to the Clearing Fund in accordance with the
provisions of paragraph (b).

.04 If the Corporation receives funds from a Cross-Guaranty Party pursuant to a Limited Cross-
Guaranty Agreement in respect of a suspended Clearing Member, and is thereafter required for
any reason whatsoever to refund such funds to the Cross-Guaranty Party, the Corporation may,
in its discretion, make a charge, or an additional charge, against other Clearing Members’
contributions to the Clearing Fund in accordance with the provisions of paragraph (ab) (based on
the other Clearing Members’ contributions as fixed at the time of the refund), to make itself
whole for the funds refunded to the Cross-Guaranty Party.



