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Italicized, Underlined, Boldfaced Text indicates additional language pursuant to this 
Amendment No. 2 to SR-NSCC-2007-16 
 
[Italicized, Bracketed, Boldfaced Strikeout Text] indicates deleted language pursuant to this 
Amendment No. 2 to SR-NSCC-2007-16 
 

[Item Nos. 2 through 8 of SR-NSCC-2007-16 remain unchanged by this Amendment.] 

1. Text of Proposed Rule Change. 

(a) The proposed rule change consists of modifications to the Rules & Procedures of 
National Securities Clearing Corporation (“NSCC” or the “Corporation”), and is annexed 
hereto as Exhibit 5.  By this Amendment No. 2 to SR-NSCC-2007-16, as amended, (the 
“Original Rule Filing”), NSCC is making technical corrections to the proposed Rules 
text as marked in the attached Exhibit 4 to further revise the numbering and lettering 
of various sections and subsections in Rule 7. 
 

Please note that the Exhibit 5 attached hereto incorporates the cumulative 
proposed changes to the Rules text made pursuant the Original Rule Filing, and 
Amendments Nos. 1 and 2 to the Original Rule Filing.    
 
(b)  Not applicable. 

(c)  Not applicable. 

*** 
 
9.         Exhibits 
  

Exhibit 1 - Notice of proposed rule change for publication in the Federal Register 
(incorporated by reference to the Original Rule Filing)  

 
Exhibit 2 – n/a 
 
Exhibit 3 - n/a 
 
Exhibit 4 – [n/a] Revisions to text of the proposed Rule changes 
 
Exhibit 5 –Text of the proposed Rule changes incorporating changes as marked in 
Exhibit 4 
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Exhibit 1 – Notice of Filing 
 

Incorporated by reference to the Original Rule Filing 
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Underlined, Boldfaced Text indicates additional language pursuant to the original filing 
 
[Bracketed, Boldfaced Strikeout Text] indicates deleted language pursuant to the 
original filing 
 
Italicized, Underlined, Boldfaced Text indicates additional language pursuant to 
Amendment No.1 
 
[Italicized, Bracketed, Boldfaced Strikeout Text] indicates deleted language pursuant 
to Amendment No. 1 
 
Italicized, Double-Underlined, Boldfaced Text indicates additional language pursuant 
to this Amendment No.2 
 
Italicized, Boldfaced Double-Strikeout Text indicates deleted language pursuant to 
this Amendment No. 2 
 
Shaded text indicates existing Rules text which is being shown in this Amendment No. 2 
for reference purposes and to allow additional technical changes to such text 
 

*          *          *          * 
 

COMPARISON AND TRADE RECORDING OPERATION 
(INCLUDING SPECIAL REPRESENTATIVE/INDEX RECEIPT AGENT) 

 
Rule 7. SEC.1.  A Member may submit to the Corporation for comparison trade data on 
any transaction calling for delivery of Cleared Securities between it and another person.  
The Corporation will, in accordance with this Rule and the Procedures, handle the 
comparison of transactions reflected in trade data so submitted to it.1  In addition, in 
accordance with this Rule and the Procedures, a Member shall submit to the 
Corporation for reconfirmation and repricing trade data with respect to transactions 
already compared through the facilities of the Corporation or other facilities.  
  

                                                           
1 At such time as each exchange and/or marketplace assumes responsibility for trade comparison for 
transactions executed on or subject to the rules of such exchange and/or marketplace, the Corporation 
will cease providing comparison services for such transactions. 
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 SEC. 2. Special Representatives 
 
 (a) For the purposes of these Rules, a “Special Representative” shall be 
either a Member or a Registered Clearing Agency which applies to the 
Corporation for such status and designates those Members and other parties 
which are not Members (“non-participants”) for which it will act, provided, 
however, that the Corporation will not act upon any instruction received from a 
Special Representative which applies pursuant to this paragraph until (i) 10 
business days after written notice of its designation as such is delivered by the 
Corporation to [Settling] Members, and the Members and non-participants for 
which the Special Representative proposes to act, which notice shall be delivered 
by the Corporation promptly after its receipt of such application or (ii) each 
Member and non-participant for which the Special Representative proposes to act 
has consented thereto in a writing delivered to the Corporation. 
 

(a)(b)  A Special Representative may submit to the Corporation transaction data, 
which may reflect the netted results of other transactions, as to the rights and 
obligations of Members which calls for the delivery of Cleared Securities and is between 
Members, notwithstanding the fact that the rights and obligations do not represent 
transactions compared under this Rule.  The obligations of the Member reflected in 
such transaction data shall be deemed to have been confirmed and acknowledged by 
each Member designated by the Special Representative as a party thereto and to have 
been adopted by such Member and, for the purposes of these Rules and determining 
the rights and obligations between the Corporation and any such Member under these 
Rules shall be valid and binding upon such Member to the same extent as any 
transaction compared under this Rule and shall be deemed to be transactions 
compared under this Rule.  A Member which has been so designated by a Special 
Representative shall resolve any differences or claims regarding the rights and 
obligations reflected in the transaction data submitted by the Special Representative 
with the Special Representative, and the Corporation shall have no responsibility in 
respect thereof or to adjust its records or the accounts of the Member in any way, 
otherwise than pursuant to the instructions of the Special Representative. 

(b)(c) A Special Representative may submit to the Corporation transaction data, 
which may reflect the netted results of other transactions, as to the rights and 
obligations of itself and another party which is not a Member (a "non-participant") which 
calls for the delivery of Cleared Securities notwithstanding the fact that the rights and 
obligations do not represent transactions compared under the foregoing sections of this 
Rule, provided that the Special Representative designates a Registered Clearing 
Agency as responsible for the obligations of the non-participant.  The obligations of the 
Special Representative and the non-participant reflected in such transaction data shall 
be deemed to have been compared and acknowledged by the Special Representative 
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for the purposes of this Rule.  In the event that the Registered Clearing Agency does 
not accept responsibility for the obligations of the non-participant reflected in such 
transaction data, the Special Representative shall be responsible therefor. 

(c)  An Index Receipt Agent may submit to the corporation transaction data, 
which may reflect the netted results of other transactions, as to the rights and 
obligations of Members which calls for the delivery of cleared securities and is 
between Members, notwithstanding the fact that the rights and obligations may 
not represent transactions compared under this rule.  The obligations of the 
Member reflected in such transaction data shall be deemed to have been 
confirmed and acknowledged by each Member or designated by the Index 
Receipt Agent as a party thereto and to have been adopted by such Member and, 
for the purposes of these Rules and determining the rights and obligations 
between the Corporation and any such Member under these Rules shall be valid 
and binding upon such Member to the same extent as any transaction compared 
under this Rule and shall be deemed to be transactions compared under this 
Rule. 
[Note: Existing subsections (a) and, (b) and (c) of this Section 2 will be become 
subsections (b) and, (c) and (d), respectively. 
 

SEC. 4. [Intentionally left blank] 
 

 SEC. 4. Index Receipt Agent 
 

(a) For the purposes of these Rules an Index Receipt Agent shall be a 
Member which has entered into an Index Receipt Authorization Agreement as 
required by the Corporation from time to time. 
 

(b)  An Index Receipt Agent may submit to the corporation transaction 
data, which may reflect the netted results of other transactions, as to the rights 
and obligations of Members which calls for the delivery of cleared securities and 
is between Members, notwithstanding the fact that the rights and obligations may 
not represent transactions compared under this rule.  The obligations of the 
Member reflected in such transaction data shall be deemed to have been 
confirmed and acknowledged by each Member or designated by the Index 
Receipt Agent as a party thereto and to have been adopted by such Member and, 
for the purposes of these Rules and determining the rights and obligations 
between the Corporation and any such Member under these Rules shall be valid 
and binding upon such Member to the same extent as any transaction compared 
under this Rule and shall be deemed to be transactions compared under this 
Rule. 
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[Note: Existing subsection (a) of this Section 4 will be become subsection (b).] 
 
  
 SEC. [3] 5.  Trade data submitted to the Corporation by a Member pursuant to 
Section 1 of this Rule or by a Qualified Special Representative pursuant to Section 
3 of this Rule, and transaction data submitted to the Corporation by a Special 
Representative or Index Receipt Agent pursuant to Section 2 or 4 of this Rule, as 
applicable, shall be submitted in the form and manner, and in accordance with the time 
schedules, prescribed by, or pursuant to, the Procedures. 
 
 The name of a Member, Special Representative, Qualified Special 
Representative or Index Receipt Agent printed, stamped or written on any form, 
document or other item issued by him or used in a transmission received from him 
pursuant to this Rule or the Procedures shall be deemed to have been adopted by him 
as his signature and shall be valid and binding upon him in all respects as though he 
had manually affixed his signature to such form, document or other item or 
transmission. 
 
 Each Member, Special Representative, Qualified Special Representative and 
Index Receipt Agent shall promptly check all information in any format that is made 
available to him by the Corporation pursuant to this Rule or the Procedures. 
 
 Any trade data submitted to the Corporation by a Member pursuant to Section 1 
of this Rule which is not compared by the Corporation, or any such item compared by 
the Corporation which is subsequently deleted as provided in the Procedures and not 
later compared, or any transaction data received by the Corporation which is 
subsequently deleted as provided in the Procedures shall be adjusted directly between 
the parties.  
 
 Balance Order Contracts produced in accordance with the Procedures on the 
basis of trade data submitted by Members or Qualified Special Representatives 
pursuant to Section 1 or 3, as applicable, of this Rule or transaction data submitted by 
Special Representatives and Index Receipt Agents pursuant to Section 2 or 4, as 
applicable, of this Rule will, as specified in the Procedures, either (i) be entered in the 
Balance Order Accounting Operation or (ii) be excluded from the Balance Order 
Accounting Operation in which case appropriate receive and deliver security orders will 
be issued by the Corporation in connection therewith and such security orders shall 
have the same status as security balance orders issued in connection with the Balance 
Order Accounting Operation and will be subject to all Rules pertaining to such security 
balance orders unless otherwise specified by the Corporation. 
  
 CNS Contracts produced in accordance with the Procedures on the basis of 
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trade data submitted by Members or Qualified Special Representatives pursuant to 
Section 1 or 3, as applicable, of this Rule or transaction data submitted by Special 
Representatives and Index Receipt Agents pursuant to Section 2 or 4, as applicable, 
of this Rule will be entered in the CNS Accounting Operation for settlement as provided 
in the Procedures and shall be subject to Rule 11. 
 
 Foreign Security Contracts produced in accordance with the Procedures on the 
basis of trade data submitted pursuant to this Rule will be entered in the Foreign 
Security Accounting Operation as provided in the Procedures. 
 
 Notwithstanding the foregoing, Special Trades in Balance Order Securities and 
CNS Securities shall not enter the Accounting Operation, but will instead be subject to 
the provisions of Section 9 of Rule 11. 
 

SEC. 4 6. [Intentionally left blank] 

SEC. 5 7.  The Corporation may determine, in its discretion, to accept, from self-
regulatory organizations, as defined in the Securities Exchange Act of l934, and/or 
derivatives clearing organizations that are registered or deemed to be registered with 
the Commodity Futures Trading Commission pursuant to the Commodity Exchange Act 
(either directly or through subsidiary or affiliated organizations2) and/or service bureaus, 
initial, or supplemental trade data on behalf of Settling Members for input into the 
Corporation's Comparison Operation or compared trade data, which may reflect the 
netted results of other transactions, on behalf of Settling Members for input into the 
Corporation's Accounting Operation provided that a Settling Member is a party to the 
trade or transaction.  Such data shall be in a form acceptable to the Corporation, in its 
discretion, and within such time frames as the Corporation may, in its discretion, 
require.  The Corporation shall deem the report of any such data by any such 
organization to have been authorized by the Settling Member on whose behalf the data 
shall have been reported.  Data reported by any such organization(s) to the Corporation 
shall not be deemed to be reported by the Settling Member to the Corporation until such 
data is accepted by the Corporation. 

A determination by the Corporation to accept data from such organization(s) on 
behalf of a Settling Member shall not be deemed to be an approval of such 
organization(s), or an assumption by the Corporation of any responsibility or liability for 
such organization's operation or failure to operate, which shall remain solely between 
the Settling Member and such organization(s).  The Corporation shall be entitled to rely 
                                                           
2  This may include a trade reporting facility that: (i) is affiliated with, and is operated as a facility of, a self-

regulatory organization (SRO), and (ii) the rules and operations of which are the subject of a rule change of 
the SRO that has been duly filed with the Securities and Exchange Commission and is effective. 
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upon any data so submitted without inquiry into the accuracy or validity of such data.  It 
shall be the responsibility of the Settling Member to take appropriate corrective action to 
resolve any differences resulting from the submission of incorrect data to the 
Corporation.  Acceptance by the Corporation of data from such organization(s) shall not 
relieve the Settling Member from, or alter, amend or modify, any obligations of the 
Settling Member pursuant to the Corporation's Rules. 

The Corporation may determine, in its discretion, to provide comparison services 
for participants of any such self-regulatory organization(s), who are not Settling 
Members of the Corporation, under such terms and conditions which the Corporation, in 
its discretion, may determine are appropriate or necessary. 

 
[Note: Existing Section 5 will become Section 6.  The sections of this Rule 7 that 
otherwise remain unchanged by this Rule Filing shall be moved to the end of this 
Rule and renumbered accordingly.] 
 
 
IV. SPECIAL REPRESENTATIVE SERVICE 
 
 

*** 
 
C. Correspondent Clearing Service 
 
The Correspondent Clearing Service permits [customers of broker/dealers] [firm’s] 
firms to clear and settle transactions executed for them by others acting as their 
Special Representative in the following situations:  first, to accommodate a 
Member with multiple affiliate accounts who wishes to move a position resulting 
from an “original trade” in the process of clearance from one affiliate account to 
another, and second, to accommodate a Member that relies on its Special 
Representative to execute a trade in a market that the Member is precluded from 
due either to membership requirements (e.g., membership requirement for access 
to markets) or applicable regulation, to enable the resulting position to be moved 
from the Special Representative to that Member (including direct market access 
(DMA) offsets. In order to participate in this service, the [customer] firm must be a 
Member or a Qualified Non-Participant.  
 

*** 



Page 11 of 27           EXHIBIT 5 
 
 
 

 

 
 
Underlined, Boldfaced Text indicates additional language pursuant to the original filing 
 
[Bracketed, Boldfaced Strikeout Text] indicates deleted language pursuant to the 
original filing 
 
 
DEFINITIONS AND DESCRIPTIONS 
 
Rule 1.  Unless the context requires otherwise, the terms defined in this Rule shall, for 
all purposes of these Rules, have the meanings herein specified. 
 
 

*          *          *          * 
 
Index Receipt Agent 
 
The term “Index Receipt Agent” has the meaning specified in Rule 7[39].  
 
 

*          *          *          * 
 

 
Special Representative  
 
The term "Special Representative" has the meaning specified in Rule 7[39].  Unless 
the context otherwise requires, the term “Special Representative” also includes 
“Qualified Special Representative”, as defined in Rule 7.  
 
 

*          *          *          * 
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COMPARISON AND TRADE RECORDING OPERATION 
(INCLUDING SPECIAL REPRESENTATIVE/INDEX RECEIPT AGENT) 

 
Rule 7. SEC.1.  A Member may submit to the Corporation for comparison trade data on 
any transaction calling for delivery of Cleared Securities between it and another person.  
The Corporation will, in accordance with this Rule and the Procedures, handle the 
comparison of transactions reflected in trade data so submitted to it.1  In addition, in 
accordance with this Rule and the Procedures, a Member shall submit to the 
Corporation for reconfirmation and repricing trade data with respect to transactions 
already compared through the facilities of the Corporation or other facilities.  
  
 SEC. 2. Special Representatives 
 
 (a) For the purposes of these Rules, a “Special Representative” shall be 
either a Member or a Registered Clearing Agency which applies to the 
Corporation for such status and designates those Members and other parties 
which are not Members (“non-participants”) for which it will act, provided, 
however, that the Corporation will not act upon any instruction received from a 
Special Representative which applies pursuant to this paragraph until (i) 10 
business days after written notice of its designation as such is delivered by the 
Corporation to Members, and the Members and non-participants for which the 
Special Representative proposes to act, which notice shall be delivered by the 
Corporation promptly after its receipt of such application or (ii) each Member and 
non-participant for which the Special Representative proposes to act has 
consented thereto in a writing delivered to the Corporation. 
 

(a)(b)  A Special Representative may submit to the Corporation transaction data, 
which may reflect the netted results of other transactions, as to the rights and 
obligations of Members which calls for the delivery of Cleared Securities and is between 
Members, notwithstanding the fact that the rights and obligations do not represent 
transactions compared under this Rule.  The obligations of the Member reflected in 
such transaction data shall be deemed to have been confirmed and acknowledged by 
each Member designated by the Special Representative as a party thereto and to have 
been adopted by such Member and, for the purposes of these Rules and determining 
the rights and obligations between the Corporation and any such Member under these 
Rules shall be valid and binding upon such Member to the same extent as any 
transaction compared under this Rule and shall be deemed to be transactions 
compared under this Rule.  A Member which has been so designated by a Special 

                                                           
1 At such time as each exchange and/or marketplace assumes responsibility for trade comparison for 
transactions executed on or subject to the rules of such exchange and/or marketplace, the Corporation 
will cease providing comparison services for such transactions. 
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Representative shall resolve any differences or claims regarding the rights and 
obligations reflected in the transaction data submitted by the Special Representative 
with the Special Representative, and the Corporation shall have no responsibility in 
respect thereof or to adjust its records or the accounts of the Member in any way, 
otherwise than pursuant to the instructions of the Special Representative. 

(b)(c) A Special Representative may submit to the Corporation transaction data, 
which may reflect the netted results of other transactions, as to the rights and 
obligations of itself and another party which is not a Member (a "non-participant") which 
calls for the delivery of Cleared Securities notwithstanding the fact that the rights and 
obligations do not represent transactions compared under the foregoing sections of this 
Rule, provided that the Special Representative designates a Registered Clearing 
Agency as responsible for the obligations of the non-participant.  The obligations of the 
Special Representative and the non-participant reflected in such transaction data shall 
be deemed to have been compared and acknowledged by the Special Representative 
for the purposes of this Rule.  In the event that the Registered Clearing Agency does 
not accept responsibility for the obligations of the non-participant reflected in such 
transaction data, the Special Representative shall be responsible therefor. 

[(c)  An Index Receipt Agent may submit to the corporation transaction 
data, which may reflect the netted results of other transactions, as to the rights 
and obligations of Members which calls for the delivery of cleared securities and 
is between Members, notwithstanding the fact that the rights and obligations may 
not represent transactions compared under this rule.  The obligations of the 
Member reflected in such transaction data shall be deemed to have been 
confirmed and acknowledged by each Member or designated by the Index 
Receipt Agent as a party thereto and to have been adopted by such Member and, 
for the purposes of these Rules and determining the rights and obligations 
between the Corporation and any such Member under these Rules shall be valid 
and binding upon such Member to the same extent as any transaction compared 
under this Rule and shall be deemed to be transactions compared under this 
Rule.] 
 
 
 SEC. 3. Qualified Special Representatives 
 
 (a)  For the purposes of these Rules, a Qualified Special Representative is a 
Special Representative who: 
 
 (1) operates an automated execution system where it is always the contra 
side to each transaction; or  
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 (2) has a parent corporation or affiliated corporation that operates an 
automated execution system where the Special Representative is always the 
contra side to each transaction; or  
 
 (3) clears for a broker/dealer who operates an automated execution system 
where the broker/dealer is always the contra side to each transaction, and the 
subscribers to the automated execution system enter into an agreement with the 
broker/dealer and the Special Representative acknowledging the Special 
Representative's role in the clearance of trades executed on the automated 
execution system. 
 
 (b)  A Qualified Special Representative may submit to the Corporation in 
automated form trade data from such automated execution system as locked-in 
trades which would appear on T-Contracts.   
 

[SEC. 4. [Intentionally left blank]] 
 

 SEC. 4. Index Receipt Agent 
 

(a) For the purposes of these Rules an Index Receipt Agent shall be a 
Member which has entered into an Index Receipt Authorization Agreement as 
required by the Corporation from time to time. 
 

(b)  An Index Receipt Agent may submit to the Corporation transaction 
data, which may reflect the netted results of other transactions, as to the rights 
and obligations of Members which calls for the delivery of Cleared Securities and 
is between Members, notwithstanding the fact that the rights and obligations may 
not represent transactions compared under this Rule.  The obligations of the 
Member reflected in such transaction data shall be deemed to have been 
confirmed and acknowledged by each Member or designated by the Index 
Receipt Agent as a party thereto and to have been adopted by such Member and, 
for the purposes of these Rules and determining the rights and obligations 
between the Corporation and any such Member under these Rules shall be valid 
and binding upon such Member to the same extent as any transaction compared 
under this Rule and shall be deemed to be transactions compared under this 
Rule. 
 
  
 SEC. [3] 5.  Trade data submitted to the Corporation by a Member pursuant to 
Section 1 of this Rule or by a Qualified Special Representative pursuant to Section 
3 of this Rule, and transaction data submitted to the Corporation by a Special 
Representative or Index Receipt Agent pursuant to Section 2 or 4 of this Rule, as 
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applicable, shall be submitted in the form and manner, and in accordance with the time 
schedules, prescribed by, or pursuant to, the Procedures. 
 
 The name of a Member, Special Representative, Qualified Special 
Representative or Index Receipt Agent printed, stamped or written on any form, 
document or other item issued by him or used in a transmission received from him 
pursuant to this Rule or the Procedures shall be deemed to have been adopted by him 
as his signature and shall be valid and binding upon him in all respects as though he 
had manually affixed his signature to such form, document or other item or 
transmission. 
 
 Each Member, Special Representative, Qualified Special Representative and 
Index Receipt Agent shall promptly check all information in any format that is made 
available to him by the Corporation pursuant to this Rule or the Procedures. 
 
 Any trade data submitted to the Corporation by a Member pursuant to Section 1 
of this Rule which is not compared by the Corporation, or any such item compared by 
the Corporation which is subsequently deleted as provided in the Procedures and not 
later compared, or any transaction data received by the Corporation which is 
subsequently deleted as provided in the Procedures shall be adjusted directly between 
the parties.  
 
 Balance Order Contracts produced in accordance with the Procedures on the 
basis of trade data submitted by Members or Qualified Special Representatives 
pursuant to Section 1 or 3, as applicable, of this Rule or transaction data submitted by 
Special Representatives and Index Receipt Agents pursuant to Section 2 or 4, as 
applicable, of this Rule will, as specified in the Procedures, either (i) be entered in the 
Balance Order Accounting Operation or (ii) be excluded from the Balance Order 
Accounting Operation in which case appropriate receive and deliver security orders will 
be issued by the Corporation in connection therewith and such security orders shall 
have the same status as security balance orders issued in connection with the Balance 
Order Accounting Operation and will be subject to all Rules pertaining to such security 
balance orders unless otherwise specified by the Corporation. 
  
 CNS Contracts produced in accordance with the Procedures on the basis of 
trade data submitted by Members or Qualified Special Representatives pursuant to 
Section 1 or 3, as applicable, of this Rule or transaction data submitted by Special 
Representatives and Index Receipt Agents pursuant to Section 2 or 4, as applicable, 
of this Rule will be entered in the CNS Accounting Operation for settlement as provided 
in the Procedures and shall be subject to Rule 11. 
 
 Foreign Security Contracts produced in accordance with the Procedures on the 
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basis of trade data submitted pursuant to this Rule will be entered in the Foreign 
Security Accounting Operation as provided in the Procedures. 
 
 Notwithstanding the foregoing, Special Trades in Balance Order Securities and 
CNS Securities shall not enter the Accounting Operation, but will instead be subject to 
the provisions of Section 9 of Rule 11. 
 

SEC. 4 6. [Intentionally left blank] 

SEC. 5 7.  The Corporation may determine, in its discretion, to accept, from self-
regulatory organizations, as defined in the Securities Exchange Act of l934, and/or 
derivatives clearing organizations that are registered or deemed to be registered with 
the Commodity Futures Trading Commission pursuant to the Commodity Exchange Act 
(either directly or through subsidiary or affiliated organizations2) and/or service bureaus, 
initial, or supplemental trade data on behalf of Settling Members for input into the 
Corporation's Comparison Operation or compared trade data, which may reflect the 
netted results of other transactions, on behalf of Settling Members for input into the 
Corporation's Accounting Operation provided that a Settling Member is a party to the 
trade or transaction.  Such data shall be in a form acceptable to the Corporation, in its 
discretion, and within such time frames as the Corporation may, in its discretion, 
require.  The Corporation shall deem the report of any such data by any such 
organization to have been authorized by the Settling Member on whose behalf the data 
shall have been reported.  Data reported by any such organization(s) to the Corporation 
shall not be deemed to be reported by the Settling Member to the Corporation until such 
data is accepted by the Corporation. 

A determination by the Corporation to accept data from such organization(s) on 
behalf of a Settling Member shall not be deemed to be an approval of such 
organization(s), or an assumption by the Corporation of any responsibility or liability for 
such organization's operation or failure to operate, which shall remain solely between 
the Settling Member and such organization(s).  The Corporation shall be entitled to rely 
upon any data so submitted without inquiry into the accuracy or validity of such data.  It 
shall be the responsibility of the Settling Member to take appropriate corrective action to 
resolve any differences resulting from the submission of incorrect data to the 
Corporation.  Acceptance by the Corporation of data from such organization(s) shall not 
relieve the Settling Member from, or alter, amend or modify, any obligations of the 
Settling Member pursuant to the Corporation's Rules. 

                                                           
2  This may include a trade reporting facility that: (i) is affiliated with, and is operated as a facility of, a self-

regulatory organization (SRO), and (ii) the rules and operations of which are the subject of a rule change of 
the SRO that has been duly filed with the Securities and Exchange Commission and is effective. 
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The Corporation may determine, in its discretion, to provide comparison services for 
participants of any such self-regulatory organization(s), who are not Settling Members of 
the Corporation, under such terms and conditions which the Corporation, in its 
discretion, may determine are appropriate or necessary. 
 

*** 
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[SPECIAL REPRESENTATIVE/INDEX RECEIPT AGENT] 
RELIANCE ON INSTRUCTIONS 

 
Rule 39.  The Corporation may accept or rely upon any instruction given to the 
Corporation by a Member, Municipal Comparison Only Member, Fund Member, 
Insurance Carrier Member, TPA Member, Data Services Only Member or Special 
Representative or Index Receipt Agent, including wire transmission, physical delivery or 
delivery by other means of instructions recorded on magnetic tape or other media or of 
facsimile copies of instructions, in form acceptable to the Corporation and in accordance 
with the Procedures, which reasonably is understood by the Corporation to have been 
delivered to the Corporation by the Member, Municipal Comparison Only Member, Fund 
Member, Insurance Carrier Member, TPA Member, Data Services Only Member or 
Special Representative or Index Receipt Agent.  In the case of instructions given by a 
Special Representative or Index Receipt Agent or TPA Member, the Corporation shall 
be entitled to act pursuant to any such instruction as though such instruction had been 
received from the Member for which the Special Representative or Index Receipt Agent 
or TPA Member is acting. 
 
 Any Member, Municipal Comparison Only Member, Insurance Carrier Member, 
Fund Member or Data Services Only Member delivering instructions as provided above, 
or on whose behalf a Special Representative or TPA Member shall deliver instructions 
as provided above, shall indemnify the Corporation, and any of its employees, officers, 
directors, shareholders, agents, Settling Members, Municipal Comparison Only 
Members, Insurance Carrier Members, Fund Members or Data Services Only Members, 
and Non-Clearing Members who may sustain any loss, liability or expense as a result of 
(a) any act done in reliance upon the authenticity of any instruction received by the 
Corporation, (b) the inaccuracy of the information contained therein or (c) effecting 
transactions in reliance upon such information or instruction against any such loss, 
liability or expense so long as such transactions are effected in accordance with such 
information and instructions even though they are inaccurate or not authentic and so 
long as the person asserting a right to indemnification shall not have knowledge of such 
inaccuracy or lack of authenticity at the time of the event or events giving rise to such 
loss, liability or expense. 
 
 Notwithstanding the foregoing, the Corporation will not act upon any instruction 
purporting to have been given by a Member, Municipal Comparison Only Member, 
Insurance Carrier Member, Fund Member, TPA Member or Data Services Only Member 
or a Special Representative which is received by wire transmission or in the form of 
facsimile copies or magnetic tape or media other than written instructions or from a 
Special Representative or TPA Member commencing one business day after the 
Corporation receives written notice from the Member, Municipal Comparison Only 
Member, Insurance Carrier Member, Fund Member or Data Services Only Member that 
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the Corporation shall not accept such instructions until such time as the Member, 
Municipal Comparison Only Member, Insurance Carrier Member, Fund Member or Data 
Services Only Member shall withdraw such notice. 
 
 [For the purposes of these Rules an Index Receipt Agent shall be a Member 
which has entered into an Index Receipt Authorization Agreement as required by 
the Corporation from time to time. 
 
 For the purposes of these Rules a Special Representative shall be either a 
Member or a Registered Clearing Agency which applies to the Corporation for 
such status and designates those Members and non-participants for which it will 
act, provided, however, that the Corporation will not act upon any instruction 
received from a Special Representative which applies pursuant to this paragraph 
until (i) l0 business days after written notice of its designation as such is 
delivered by the Corporation to Settling Members and the Members and non-
participants for which the Special Representative proposes to act which notice 
shall be delivered by the Corporation promptly after its receipt of such 
application or (ii) each Member and non-participant for which the Special 
Representative proposes to act has consented thereto in a writing delivered to 
the Corporation. 
 
 A Special Representative:  
 
 (1) who operates an automated execution system where the Special 
Representative is always the contra side to each transaction; or  
 
 (2) whose parent corporation or affiliated corporation operates an 
automated execution system where the Special Representative is always the 
contra side to each transaction; or  
 
 (3) that clears for a broker/dealer who operates an automated execution 
system where the broker/dealer is always the contra side to each transaction, and 
the subscribers to the automated execution system enter into an agreement with 
the broker/dealer and the Special Representative acknowledging the Special 
Representative's role in the clearance of trades executed on the automated 
execution system; hereinafter referred to throughout the Rules as a "Qualified 
Special Representative", or such other Special Representatives as the 
Corporation may permit in its discretion, may elect to submit in automated form, 
trade data from such automated execution systems as a locked-in trade which 
would appear on T-Contracts.] 
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II. TRADE COMPARISON AND RECORDING SERVICE 
 
A. Introduction  
 
Trade Comparison is the first step in the clearance and settlement of securities 
transactions.  It[Trade Comparison] consists of reporting, validating and matching the 
buy and sell sides of a securities transaction and results in a compared trade.[ which, 
except as specified below, is either a CNS Contract, a Foreign Security Contract, 
or a Balance Order Contract within the meaning of Rule 5.] Trade data submitted 
by Self-Regulatory Organizations and Qualified Special Representatives on behalf 
of Members as permitted in this Procedure II is submitted on a locked-in basis for 
Trade Recording, and is converted (if necessary), validated, recorded and 
reported to Members. Except as specified below, compared and recorded trades 
are then entered into the CNS Accounting Operation, the Foreign Security 
Accounting Operation, or the Balance Order Accounting Operation.  
 
 Compared and recorded trades are routed to either the CNS Accounting Operation, the 
Balance Order Accounting Operation, or the Foreign Security Accounting Operation. 
Separate Trade Comparison and Recording is provided for regular way and when-
issued and when distributed transactions in equity securities (a) executed on NYSE 
(round-lot transactions), (b) executed on Amex and (c) traded in OTC and on other 
national securities exchanges.  Separate Trade Comparison and Recording is also 
provided for debt securities, including when issued and when-distributed transactions, 
for transactions in all marketplaces.3 
 
 
B. Regular Way NYSE/Amex Equity Securities  
 
1. Trade Input  
 

Self-Regulatory Organizations on behalf of Members may submit to the 
Corporation trade data relating to regular way transactions in equity securities 
executed on Amex and, if round-lots, NYSE.  NYSE odd-lot trades shall be 
submitted pursuant to Section III.E. of these Procedures.  Regular way trade data 
may be submitted throughout T until the time specified by the Corporation on the 
first day following trade date (T+1) (hereinafter referred to as "Original Trade 
Input"), and shall include quantity, security identification, identification of the 

                                                           
3 At such time as each exchange and/or marketplace assumes responsibility for trade comparison for 
transactions executed on or subject to the rules of such exchange and/or marketplace, the Corporation 
will cease providing comparison services for such transactions. 
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marketplace of execution, contra-broker, trade value and other identifying details 
as the Corporation may require or permit.    

 
Regular way trade data as submitted by Self-Regulatory Organizations on behalf 
of Members (“Locked-in Trade Data”) is converted, if necessary, and validated.  
Results of this process are reported by the Corporation to Members on such 
reports and in such formats as determined by the Corporation from time to time.  
Such reports are available to Members intra-day and on the morning of T+1.   
Separate reports are issued for transactions executed on the NYSE and Amex. 

 
The reports identify each security as being eligible (a CNS Security) or non-
eligible (a Balance Order Security) for processing through the CNS system.  
Depending upon the format of the report, separate totals may be provided for 
each of these categories. 

 
The Corporation provides SRO’s with the ability to submit listed trades for 
processing on a trade-for-trade basis.  Such transactions are referred to as 
Special Trades and may be classified as such, whether or not the security is a 
CNS Security.   In addition, the Corporation itself may determine that some or all 
transactions in a security shall settle on a trade-for-trade basis.   

 
Adjustment reports are produced at such intervals and in such formats as 
determined by the Corporation showing all compared trade data resulting from 
T+1 and older adjustments processed by the NYSE and Amex, as well as step 
out transactions processed that day.  Designations for CNS Securities and 
Balance Order securities are shown in the same manner as on the reports issued 
as a result of T input.  If trades are listed on reports which include totals, the new 
data is added to or subtracted from such totals, to arrive at new totals.  The new 
totals represent the combined input for T through such cutoff time on T+3 as the 
Corporation may designate.  Trades received after such cutoff time as 
established on T+ 3 are not included in the normal settlement cycle.  Such trades 
will be assigned a new settlement date which will be the next settlement day 
following the date the trade is received by the Corporation. 

 
2. Recording of Cash, Next Day and Seller’s Option Transactions  
 

Self-Regulatory Organizations on behalf of Members may submit to the 
Corporation, data relating to cash, next day, and seller’s option transactions.  
Such trade data may be submitted during the timeframes specified by the 
Corporation from time to time and shall include such trade details as the 
Corporation may specify (including, if the transaction is a seller’s option, the 
settlement date, which may be no greater than 180 days beyond the trade date).  
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Results of this input are reported by the Corporation on a separate section of the 
Adjustment reports, and if the securities covered by such trades are CNS-
eligible, the recorded trades will be entered into the CNS accounting operation 
(unless otherwise provided in these Procedures).  Cash trades received after 
such cutoff time as the Corporation designates will be recorded and reported, but 
may only be settled directly between the parties.  Next day as-of trades received 
on Settlement Date prior to the Corporation’s designated cutoff time will settle on 
that date; otherwise the trade will be assigned a new settlement date which will 
be the next settlement day following the date the trade is recorded by the 
Corporation.  Trades that are either (i) designated as Special Trades, (ii) in a 
security which is not CNS-eligible, or (iii) in a security undergoing a corporate 
action, or (iv) are scheduled to settle between a dividend X date and record date, 
will be processed on a trade-for-trade basis. 
 

 
C. Regular Way Over-the-Counter and Other Exchange Equity Securities  
 
1. Trade Input and Comparison  
 

Members, and Self-Regulatory Organizations and Qualified Special 
Representatives on behalf of Members, may submit to the Corporation trade 
data relating to regular way transactions executed OTC and on other securities 
exchanges or marketplaces (other than NYSE and Amex).  Regular way trade 
data may be submitted throughout T until the time specified by the Corporation 
on the first day following trade date (T+1) (hereinafter referred to as "Original 
Trade Input"), and shall include quantity, security identification, identification of 
the marketplace of execution, contra-broker, trade value and other identifying 
details as the Corporation may require or permit.   

 
Regular way trade data as submitted by Members, and regular way trade data 
[or as] submitted by Self-Regulatory Organizations or Qualified Special 
Representatives on behalf of Members (“Locked-in Trade Data”), is converted, if 
necessary, validated and with respect to data submitted by Members, matched 
by the Corporation to insure that the details of each trade are in agreement 
between the purchaser and seller.  Results of this process are reported by the 
Corporation to Members on such reports and in such formats as determined by 
the Corporation from time to time.  With regard to Locked-in Trade Data reported 
on T by Self-Regulatory Organizations and Qualified Special Representatives, 
the Corporation may report back such data to Members on separate reports.  If 
data received from a Self Regulatory Organization is the result of a trade 
executed on a system which provides trading anonymity (i.e. the contra side is 
not revealed at the time of the trade) the report may list, in lieu of the actual 
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contra side for the trade, an acronym designated by such Self Regulatory 
Organization.  In this case, the contra side shall, for all purposes, be deemed to 
be one of the entities which the Self Regulatory Organization includes as an 
eligible entity which may participate in the anonymous trading system.4  Reports 
are available to Members intra-day and on the morning of T+1.   

 
The Reports for trade data other than Locked-in Trade Data will categorize the 
trade data as compared, uncompared and advisory, and may display such other 
data relevant to such trades as the Corporation shall determine from time to time. 

 
 (a) Compared - Items identified as compared are those for which both a 
purchaser and a seller submitted identical trade data and for which a comparison 
has been effected. 

 
 (b) Uncompared - Items identified as uncompared reflect trades submitted 
by the Member for which the opposite side either did not submit data or did not 
submit data which agreed in all respects. 

 
 (c) Advisory - Advisory data represents trades submitted by another party 
against the Member, but which did not match any trade the Member submitted.  
Advisory reports may be generated by the Corporation for items listed as 
advisory data.  The use of Advisory reports explained below.   

 
As with listed equity reports, reports for OTC and other exchange trades will 
identify each security as being eligible (a CNS Security) or non-eligible (a 
Balance Order Security) for processing through the CNS system and depending 
on the format of the report may provide separate totals for each of these 
categories. 

 
The Corporation provides Members with the ability to clear and settle any 
compared trade on a trade-for-trade basis.  Such transactions are referred to as 
Special Trades and may be classified as such, whether or not the security is a 
CNS Security.  In order for a transaction to be classified as a Special Trade, each 
of the purchaser and seller must agree to settle on a trade-for-trade basis and 
must identify the transaction in its trade input as a Special Trade.  If only one 
party identifies a transaction as a Special Trade, it will not be compared.  In 
addition, the Corporation itself may determine that some or all transactions in a 
security shall settle on a trade-for-trade basis.   

                                                           
4 In the event that the Corporation ceases to act for a Member which is the unidentified contra side of any 
such trade and the Corporation determines that such trade is to be exited from trade processing, the Self 
Regulatory Organization shall have the responsibility to identify to Members the trades included in reports 
produced by the Corporation which are with the affected Member. 
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Trade input, submitted by a Member, shall identify the major and minor side 
executing brokers and the major side Member.  The minor side Member may 
also be submitted.  If not submitted, the Corporation shall insert the proper 
information in accordance with the list maintained by the Corporation as provided 
for by Section 3 of Rule 3. 

 
In order to maximize the number of compared trades, if the major and minor side 
executing broker information, when used as a criteria in the trade comparison 
process, results in an uncompared trade, the Corporation will recycle the trade 
data without the major and/or minor side executing broker information originally 
submitted.  The Regular Way T+1 Contract Lists will indicate when a resulting 
compared or uncompared trade has been processed without the use of the major 
and/or minor side executing broker information. 

 
2.  Recording of Cash, Next Day and Seller’s Option Transactions  
 

[Members who are] Qualified Special Representatives and Self-Regulatory 
Organizations on behalf of Members may submit to the Corporation data relating 
to cash, next day and seller’s option transactions on securities other than 
securities processed under Procedure VI.  Such trade data may be submitted 
during the timeframes specified by the Corporation from time to time and shall 
include such trade details as the Corporation may specify (including, if the 
transaction is a seller’s option, the settlement date, which may be no greater than 
180 days beyond the trade date).  Results of this input are reported by the 
Corporation to Members on such reports and in such formats as determined by 
the Corporation from time to time, and if the securities covered by such trades 
are CNS-eligible, the recorded trades will be entered into the CNS accounting 
operation (unless otherwise provided in these Procedures).  Cash trades 
received after such cutoff time as the Corporation designates will be recorded 
and reported, but may only be settled directly between the parties.  Next day as-
of trades received on Settlement Date prior to the Corporation’s designated cutoff 
time will settle on that date; otherwise the trade will be assigned a new 
settlement date which will be the next settlement day following the date the trade 
is recorded by the Corporation.  Trades that are either (i) designated as Special 
Trades, (ii) in a security which is not CNS-eligible, or (iii) in a security undergoing 
a corporate action, or (iv) are scheduled to settle between a dividend X and 
record date, will be processed on a trade-for-trade basis. 
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3. Resolution of Uncompared Transactions  
 
The Corporation provides the following procedures for resolution of uncompared 
regular way OTC and other securities exchange equity securities transactions: 

 
 (a) Advisory reports are generated by the Corporation for each item listed 
on output as advisory data.  A Member may respond to an advisory listing by 
submitting acceptance input in such times as determined by the Corporation.  If a 
trade is accepted, it will be reflected on the applicable output as a compared 
trade. 

 
 (b) Transactions may be added through the use of an As-Of submission 
on T+1 or thereafter.  Both the purchaser and the seller must submit the As-Of.  If 
data submitted by each Member matches in all respects, the trade is added for 
both Members. 

 
 (c) Compared odd-lot trades for Balance Order Securities, to the extent 
that they cannot be aggregated into round-lots with the same contra broker or the 
balance or shares remaining after the round-lots are aggregated, will be netted 
and allotted independently from the round-lots. 

 
The Corporation provides a joint service with Self-Regulatory Organizations for 
the receipt of Locked-in Trades executed on other Exchanges or marketplaces.  
The results of this input are reported to Members on reports together with OTC 
transactions.  

 
 (d)  Reports are produced at such intervals and in such formats as 
determined by the Corporation showing all compared trade data which occurs 
after T input.  Designations for CNS Securities and Balance Order securities are 
shown in the same manner as on reports issued as a result of T input.  If such 
trades are listed on reports which include totals, the new data is added to or 
subtracted from such totals to arrive at new totals.  The new totals represent the 
combined input for T through such cutoff time on T+3 as the Corporation may 
designate that is now compared.  Trades compared after such cutoff time as 
established on T+3 are not included in the normal settlement cycle.  Such trades 
will be assigned a new settlement date which will be the next settlement day  
following the date the trade is compared or received by the Corporation. 

 
*** 
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IV. SPECIAL REPRESENTATIVE SERVICE 
 
A.  Introduction 
 
A Special Representative, which may be a Member or a Registered Clearing Agency 
which has been authorized by one or more other persons to act on their behalf, may 
submit transactions in securities to the Corporation. 
 
The Special Representative submits a transaction which is treated by the Corporation in 
the same manner as if both parties had agreed to the details of the transactions. 
Transactions entered by Special Representatives are eligible for processing through 
interface clearing procedures (see Section III) or may enter the Accounting Operation. 
 
B.  Institutional Clearing Service 
 

*** 
 
C. Correspondent Clearing Service 
 
The Correspondent Clearing Service permits [customers of broker/dealers] firms to 
clear and settle transactions executed for them by others acting as their Special 
Representative in the following situations:  first, to accommodate a Member with 
multiple affiliate accounts who wishes to move a position resulting from an 
“original trade” in the process of clearance from one affiliate account to another, 
and second, to accommodate a Member that relies on its Special Representative 
to execute a trade in a market that the Member is precluded from due either to 
membership requirements (e.g., membership requirement for access to markets) 
or applicable regulation, to enable the resulting position to be moved from the 
Special Representative to that Member (including direct market access (DMA) 
offsets. In order to participate in this service, the [customer] firm must be a Member or 
a Qualified Non-Participant.  
 
Through the Correspondent Clearing Service, the Special Representative offsets 
trades that it has executed on behalf of the Member or Qualified Non-Participant, 
which are in the process of clearance and settlement (“original trades”)5 by 
inputting transaction data as described below.   
 
The Member functioning as a Special Representative submits transaction data to the 

                                                           
5 The term “original trade” is used solely to distinguish between trades executed in the marketplace, and 
transactions booked for accounting purposes to accommodate the movement of positions between members 
as permitted in this procedure. 
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Corporation. For example, if the original trade is a purchase order, the Special 
Representative inputs a transaction where it is the seller, and the Member is the 
purchaser.  The [customer] Member (or Qualified Non-Participant) agrees to be 
bound by the details of all transactions submitted on its behalf by the Special 
Representative. Any errors or omissions must be resolved directly between the 
[customer] Member (or Qualified Non-Participant) and the Special Representative. 
Corrective input may be submitted to the Corporation by the Special Representative on 
a subsequent day. 
 
The Corporation produces reports for both the Special Representative and the 
[customer] Member (or Qualified Non-Participant). These reports identify the details 
of each transaction as submitted by the Special Representative and identifies any 
transactions which have not been accepted by the Corporation. 
 
Transactions (other than cash, or next day fixed-income transactions, or cash equity 
transactions received after the Corporation’s designated cut-off time) which are 
accepted by the Corporation are then entered into the Balance Order Accounting 
Operation or CNS Accounting Operation ([see Sections] pursuant to Procedure V 
and VII) which, when processed through the Balance Order Accounting Operation 
or CNS Accounting Operation, effectively net the Special Representative out of 
the original trade. 
 
If the [customer] firm is a Qualified Non-Participant, the transactions are removed from 
the Accounting Operation by the interface clearing mechanism. The transaction is then 
routed to the appropriate Qualified Clearing Agency for delivery and settlement. 
 
The Correspondent Clearing Service is not intended, and therefore may not be 
utilized, by Special Representatives for the purpose of submitting original locked-
in trade input (whether acting in their capacity as Qualified Special 
Representative, or otherwise).  This prohibition shall apply to any Member, 
including any Special Representative or Qualified Special Representative that, 
directly or indirectly, engages in such activity.  
 
 
D. Other Special Representative Services 
 
The Corporation may accept other transaction input from Special Representatives on 
behalf of Members and/or Qualified Non-Participants. Such transactions are treated in 
the same manner as specified in subsection C of this Section. 


