Frequently Asked Questions
 [For the Process of Becoming a Qualified Special Representative (QSR) at NSCC and Establishing QSR Relationships with Correspondents]
Q. What is a Qualified Special Representative?

A. A Qualified Special Representative is an NSCC Rule 2 full service member (“NSCC member”) who has applied to NSCC and has been granted status as a “Qualified Special Representative” for the purposes of locking-in trades for other NSCC members and/or their correspondents.

Requirements
Q. What are the eligibility requirements for an NSCC member to become a Qualified Special Representative?
A. 1.  The NSCC member must utilize the OTC Comparison Services; and
     2.  The NSCC member must operate an automated execution system; or
     3. Have a parent corporation or affiliated corporation that operates an automated execution system; or
      4. Clears for a broker-dealer who operates an automated execution system.

NOTE: Meeting the above criteria will allow the NSCC member acting as the “Qualified Special Representative” to submit in an automated way, trade data from such automated execution systems as a locked-in trade which would appear on T-Contracts.

Q. After meeting the eligibility requirements noted above, how does an NSCC member apply to establish itself as Qualified Special Representative?

A. 1. The NSCC member must execute a QSR Request Authorization Letter. 
     2. The completed authorization letter is forwarded to DTCC Membership Services (“Membership Services”) whom will review the letter for accuracy.
     3.  The Relationship Manager will notify the firm for readiness and testing.

Activating a QSR Relationship
Q. Once established as a Qualified Special Representative (QSR), what forms are required to set up a QSR relationship with a Correspondent?

A. The forms that compose a QSR relationship are forms 9-A, 9-B, and Attachment #1.
· The 9-A form is signed by the Qualified Special Representative.

· The 9-B form is signed by the Correspondent.

· Attachment #1:  There are two types of attachment #1. One type is a dual agreement between the Qualified Special Representative which owns and operates the execution system, and the Correspondent.  The second type is a tri-party agreement between the Qualified Special Representative, the Correspondent and the Broker/Dealer which owns and operates the execution system.

[Membership Services will review all paperwork for accuracy.]
NOTE: To establish a QSR relationship with a member of CDS Clearing and Depository Services Inc. (“CDS”), which are sponsored accounts, the requirements are as noted above. However, the CDS sponsored account submitting the forms to Membership Services must have the paperwork initialed or co-signed by CDS for that specific QSR relationship requested.   
Q. NSCC members and/or their correspondents often inquire about “Attachment #2.”  What is Attachment #2?

A. Attachment #2 is a Service Bureau/Executing Broker Agreement that is utilized at NASDAQ only. This is not an NSCC form, therefore not required at NSCC.
Q. When does the Qualified Special Representative (QSR) relationship become effective?

A. The relationship becomes effective the next business day after submission of the required paperwork or at a future effective date determined by the QSR and/or its Correspondent.
Q. Does the firm need to be an NASD member?

A. According to NASDAQ, the Qualified Special Representative (9-A) needs to be an NASD member. NASDAQ will prefer for the Correspondent (9-B) to be a NASD member as well, however, there is no rule or procedural requirement for the Correspondent to be a member of the NASD.  Please note that both members in a QSR relationship must participate in OTC Comparison.
Q. How are the trades reported?

A. The Over-the-Counter trade is validated and then reported to participants on contract output files for reconciliation purposes. For securities eligible at the depository, trade data is forwarded to NSCC’s Continuous Net Settlement system application for settlement as well as the risk management system for risk control.

Q. How can an NSCC member obtain a list of their QSR relationships?

A.  The NSCC member can contact either their Relationship Manager or Membership Services directly with the request, and the information will be retrieved and forwarded accordingly.   
Deletion of a QSR Relationship
Q. What are the requirements to delete a Qualified Special Representative (QSR) relationship?

A. The NSCC member must submit a signed letter on their firm’s letterhead to Membership Services, stating their intentions to terminate a specific QSR relationship, and include the date of termination.

Fees

Q. Are there fees for the usage of this service?

A. There are fees for the usage of this service.  The NSCC member can go online at, http://www.nscc.com/legal/nsccrules.pdf to view the fees in NSCC’s rules and consult the NSCC Fee Guide at http://www.nscc.com/legal/nsccfeeguide.html or contact their Relationship Manager for further details.
For additional information kindly visit: http://www.nscc.com/clearance/otc_processing.html






