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Description

Provide a brief description of the proposed rule change (limit 250 characters).

The Depaository Trust Company is filing a proposed rule change to expand its Debit Cap Look-Ahead Processing

Contact Information

Provide the name, telephone number and e-mail address of the person on the staff of the self-regulatory organization
prepared to respond to questions and comments on the proposed rule change.

First Name WCandice . J Last Name |Fordin I
Title Associate Counsel 1
E-mail cfordin@dtce.com |
Telephone |(212) 855-7632 Fax |(212) 855-3215

Signature

Pursuant to the requirements of the Securities Exchange Act of 1934,

has duly caused this fiting to be signed on its behalf by the undersigned thereunto duly authorized officer.

Date (09/12/2008

By |Larry Thompson l General Counsel
{Name)

(Titte)

NOTE: Clicking the button at right will digitatly sign and lock
! Larry E. Thompson,

this form. A digital signature is as legally binding as a physical
signature, and once signed, this form cannot be changed.
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For complete Form 18b-4 instructions please refer to the EFFS website.

Form 19b-4 Information
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The self-regulatory organization must provide all reguired information, presented in a
clear and comprehensible manner, to enable the public to provide meaningful
cormment on the proposal and for the Commission to determine whether the

proposal is consistent with the Act and applicable rules and regulations under the Act.

Exhibit 1 - Notice of Proposed Rule Change

| Add HRemoveH View l

The Notice section of this Form 19b-4 must comply with the guidelines for
publication in the Federal Register as well as any requirements for electronic filing
as published by the Commission (if applicable}). The Office of the Federal Register
{OFR) offers guidance on Federal Register publication requirements in the Federal
Register Document Drafting Handbook, Cctober 1998 Revision. For example, alk
references to the federal securities laws must include the corresponding cite to the
United States Code in a footnote. All references to SEC rules must include the
corresponding cite to the Code of Federal Regulations in a footnote. All references
to Securities Exchange Act Releases must include the release number, release
date, Federal Register cite, Federal Register date, and corresponding file number
{e.g., SR-[SROJ-xx-xx). A material failure to comply with these guidelines will result in
the proposed rule change being deemed not properly filed. See also Rule 0-3 under
the Act (17 CFR 240.0-3)

Exhibit 2 - Notices, Written Comments,
Transcripts, Other Communications
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Exhibit Sant As Paper Document

g

Copies of notices, written comments, transcripts, other communicafions, If such
documents cannot be filed electronically in accordance with Instruction F, they shall
be filed in accordance with instruction G.

Exhibit 3 - Form, Report, or Questionnaire
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Exhibit Sent As Paper Document

J

Copiles of any form, repert, or questionnaire that the self-regulatory organization
proposes fo use to help implement or operate the proposed rule change, or thatis
referred to by the proposed rule change.

Exhibit 4 - Marked Copies
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The full text shall be marked, in any convenient manner, to indicate additions to and
deletions from the immediately preceding filing. The purpose of Exhibit 4 is to permit
the staff to identify immediately the changes made from the text of the rule with which
it has been working.

Exhibit 5 - Proposed Rule Text
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The self-regulatory organization may choose fo attach as Exhibit 5 proposed
changes to rule text in place of providing it in ltem | and which may atherwise be
more easily readable if provided separately from Form 19b-4. Exhibit 5 shall be
considered part of the proposed rule change.

Partial Amendment

(S | |

If the self-regulatory organization is amending only part of the text of a lengthy
proposed rule change, it may, with the Commission's permission, file only those
portions of the text of the proposed rule change in which changes are being made if
the filing (i.e. partial amendment) is clearly understandable on its face. Such partial
amendment shalt be clearly identified and marked to show deletions and additions.
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1. Text of the Proposed Rule Change.

(a) The Depository Trust Company (“DTC”) is filing a proposed rule change to
expand DTC’s Debit Cap Look-Ahead Processing.! The text of the proposed
change is attached hereto as Exhibit 5.

(b) Not applicable

(c} Not applicable

2. Procedures of the Self-Regulatory Organization.

(a) The proposed change was approved by the Operations and Planning
Committee of the Board on July 8, 2008.

3. Self-Regulatory Organization's Statement of the Purpose of, and Statutory Basis
for. the Proposed Rule Change.

(a) On June 10, 2003, the SEC approved a rule change establishing a transaction
Look-Ahead Process which became available for municipal and corporate bonds,
including Money Market Instruments (“MMIs™). On August 11, 2004, the SEC
approved another rule change which expanded the application and extended the benefits
of the Look-Ahead process to all equity transactions. With this rule filing, DTC is
proposing to expand the Look-Ahead process available to MMIs.

The purpose of DTC’s Look-Ahead process is to reduce the number of recycling
transactions in the system caused by the Net Debit Cap Risk Management Control.? The
existing Look-Ahead process finds delivery transactions that are pending because the
receiving Participant (the “Receiving Participant™) has reached its net debit cap.® It then
looks to see whether the Receiving Participant has a pending delivery for the same
security to another Participant.* In such a situation, DTC’s Account Transaction
Processor (“ATP”) will calculate the net effect to the collateral® and net debit cap

! For additional information on DTC’s Look-Ahead processing, see Securities Exchange Release Act Nos.
34-48007 (June 10, 2003) 68 FR 35744 (June 16, 2003) (SR-DTC-2003-07) and 34-50182 (August 11,
2004) 69 FR 51341 (August 18, 2004) (SR-DTC-2004-05).

% A net debit cap helps ensure that DTC can complete settlement, even if a Participant fails to settle.

* Before completing a transaction in which a Participant is the receiver, DTC calculates the resulting effect
the transaction would have on such Participant’s account, and determines whether the resulting net balance
would exceed the Participant’s net debit cap. Any transaction that would cause the net settlement debit to
exceed the net debit cap is placed on a pending (recycling) queue until another transaction creates credits in
such Participant’s account.

* For example, assume Participant A is delivering shares to Participant B and that upon receipt of those
shares Participant B has a redelivery of those same CUSIP shares to Participant C.

3 ATP is the core processing system for all transaction activity affecting security positions held at DTC.

8 DTC tracks collateral in a Participant’s account through the Collateral Monitor (“CM”). At all times, the
CM reflects the amount by which the collateral in the account exceeds the net debit in the account. When
processing a transaction, DTC verifies that the deliverer's and receiver's CMs will not become negative




