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RULE 1 - DEFINITIONS®

Unless the context requires otherwise, the terms defined in this Rule shall, for all purposes
of these Rules, have the meanings herein specified.

Account
The term “Account” means any account maintained by a Member.
Accrued Repo Interest-to-Date

The term “Accrued Repo Interest-to-Date” means, on a particular Business Day, as regards
an outstanding Repo Transaction, the product of: (1) the original Contract Value of the
Start Leg, (2) the Contract Repo Rate, and (3) the number of days between the next
Scheduled Settlement Date and the Start Leg Date, divided by 360.

Acknowledgement Cutoff Time

The term “Acknowledgement Cutoff Time” shall have the meaning given to that term in
Section 5(b) of Rule 13.

Actual Deposit
The term “Actual Deposit” shall have the meaning given that term in Section 4 of Rule 4.
Actual Settlement Date

The term “Actual Settlement Date” means the Business Day on which a Net Settlement
Position is settled.

Affected Member
The term “Affected Member” has the meaning assigned in Section 2a(b)(i)(E) of Rule 22A.
Affected Netting/CCIT Member

The term “Affected Netting/CCIT Member” shall have the meaning given to such term in
Section 3b of Rule 20.

Affiliate

The term “Affiliate” shall have the meaning given that word in SEC Rule 405, promulgated
under the authority of the Securities Act of 1933.

All products and services provided by the Corporation referenced in these Rules are either registered trademarks
or servicemarks of, or trademarks or servicemarks of, The Depository Trust & Clearing Corporation or its
affiliates. Other names of companies, products or services appearing in these Rules are the trademarks or
servicemarks of their respective owners.



Aggregate Regular Amount

The term “Aggregate Regular Amount” means the total dollar amount determined by the
Corporation as a sufficient threshold to capture the majority of all Netting Members’
observed Liquidity Needs.

Aggregate Supplemental Amount

The term “Aggregate Supplemental Amount” means the difference between the Aggregate
Total Amount minus the Aggregate Regular Amount.

Aggregate Total Amount

The term “Aggregate Total Amount” means the sum of the Corporation’s Historical Cover
1 Liquidity Requirement plus the Liquidity Buffer for a given Look-Back Period.

Applicant Questionnaire

The term “Applicant Questionnaire” means the questionnaire required by these Rules to be
completed and delivered to the Corporation by an applicant, as applicable, to become a
Member, including a CCIT Member, as applicable.

Appropriate Regulatory Agency

The term “Appropriate Regulatory Agency” shall have the meaning given that term in
Section 3(a)(34)(C) of the Exchange Act.

As-Of Trade

The term “As-Of Trade” means a trade, including an Eligible Conversion Trade, involving
Eligible Securities, the data on which is submitted by Members to the Corporation for
comparison on or after the Scheduled Settlement Date for such trade.

Auction Purchase

The term “Auction Purchase” with respect to Treasury Department auctions means an
Eligible Treasury Security or the Eligible Treasury Securities purchased at auction from
the Treasury Department by a Netting Member. The sum of all awards made to a Member,
as the result of an auction, at a single price and from a single Federal Reserve Bank shall
constitute a separate Auction Purchase.

Average Auction Price

The term “Average Auction Price” with respect to Treasury Department auctions means,
on a CUSIP Number-by-CUSIP Number basis, the par-weighted average price at which
Auction Purchases of Netting Members that have been submitted to the Corporation by a
Federal Reserve Bank were made at a particular auction.



Average RFD
The term “Average RFD” shall have the meaning given that term in Section 7 of Rule 4.
Backtesting Charge

The term “Backtesting Charge” means an additional charge that may be added to a Netting
Member’s VaR Charge to mitigate exposures to the Corporation caused by settlement risks
that may not be adequately captured by the Corporation’s portfolio volatility model. The
Corporation may assess this charge on a Netting Member’s start of the day portfolio (the
“Regular Backtesting Charge™) and/or its intraday portfolios (the “Intraday Backtesting
Charge”), as needed, to enable the Corporation to achieve its backtesting coverage target.
The Regular Backtesting Charge and the Intraday Backtesting Charge may apply to Netting
Members that have 12-month trailing backtesting coverage below the 99 percent
backtesting coverage target, excluding deficiencies attributable to Blackout Period
exposures. The Regular Backtesting Charge and the Intraday Backtesting Charge, as
applicable, shall generally be equal to the Netting Member’s third largest deficiency that
occurred during the previous 12 months. Deficiencies attributable to Blackout Period
exposures would be included only during the Blackout Period. The Corporation may in its
discretion adjust such charge if the Corporation determines that circumstances particular
to a Netting Member’s settlement activity and/or market price volatility warrant a different
approach to determining or applying such charge in a manner consistent with achieving the
Corporation’s backtesting coverage target.

Bank Netting Member

The term “Bank Netting Member” shall have the meaning given that term in Section 3 of
Rule 2A.

Bilateral Comparison

The term “Bilateral Comparison” means the comparison of a trade by the matching by the
Corporation, pursuant to these Rules, of data submitted by two Members.

Bilateral Transaction

The term “Bilateral Transaction” means any transaction, including a Repo Transaction, the
data on which has been submitted to the Corporation by two Members, and is not a
Brokered Transaction.

Blackout Period

The term “Blackout Period” means, with respect to the Blackout Period Exposure Charge,
the period between the last business day of the prior month and the date during the current
month upon which a government-sponsored entity that issues mortgage-backed securities
publishes its updated Pool Factors.



Blackout Period Exposure Adjustment

The term “Blackout Period Exposure Adjustment” means an additional charge or a
reduction that may be added to a GCF Counterparty’s VaR Charge to mitigate exposures
to the Corporation that may arise due to potential overvaluation of mortgage-backed
securities pledged to collateralize GCF Repo Transactions during the Blackout Period. The
Blackout Period Exposure Adjustment shall apply to GCF Counterparties that are exposed
to potential overvaluation of mortgage-backed securities pledged as collateral during the
Blackout Period. The Blackout Period Exposure Adjustment shall be based on a projected
average pay-down rate of the applicable mortgage-backed securities. The Corporation may
in its discretion adjust or waive such adjustment if the Corporation determines that
circumstances particular to the GCF Counterparty’s use of mortgage-backed security
pledges or to the mortgage-backed securities so pledged warrant a different approach to
determining or applying such adjustment in a manner consistent with achieving the
Corporation’s backtesting coverage target.

Board or Board of Directors

The terms “Board” or “Board of Directors” mean the Board of Directors of Fixed Income
Clearing Corporation or a committee thereof acting under delegated authority.

Broker

The term “Broker” means a Member that is a Registered Broker or Registered Government
Securities Broker and that is regularly engaged in the business of effecting transactions in
Eligible Securities for the account of other Members.

Broker Account

The term “Broker Account” means an Account maintained for an Inter-Dealer Broker
Netting Member or a Segregated Repo Account of a Non-IDB Repo Broker.

Brokered Repo Transaction

The term “Brokered Repo Transaction” means a Repo Transaction, including a GCF Repo
Transaction, a party to which is a Repo Broker.

Brokered Transaction

The term “Brokered Transaction” means any transaction, including a Repo Transaction,
calling for the delivery of an Eligible Netting Security, or the posting of cash or an Eligible
Netting Security as collateral, the data on which has been submitted to the Corporation by
Members, to which transaction (i) an Inter-Dealer Broker, or (ii) a Non-IDB Repo Broker
with respect to activity in its Segregated Repo Account, is a party. The mere fact that an
Inter-Dealer Broker, or a Non-IDB Repo Broker with respect to activity in its Segregated
Repo Account, has submitted data to the Corporation on a transaction is not, solely of itself,
determinative of whether such Broker is a party to the transaction.



Business Day

The term “Business Day” means any day on which the Corporation is open for business
except that, for purposes of Rule 11, Rule 12, and Rule 13, “Business Day”” means any day
on which both the Corporation and the Federal Reserve Bank of New York are open for
business.

Category 1 Sponsoring Member

The term “Category 1 Sponsoring Member” shall have the meaning given that term in
Section 2(a) of Rule 3A.

Category 2 Sponsoring Member

The term “Category 2 Sponsoring Member” shall have the meaning given that term in
Section 2(a) of Rule 3A.

CCIT™"
The term “CCIT” means Centrally Cleared Institutional Triparty.
CCIT Account

The term “CCIT Account” shall have the meaning assigned to it in Section 9(b) of Rule
3B.

CCIT Daily Repo Interest

The term “CCIT Daily Repo Interest” means the interest amount that is collected from or
paid to a Netting Member, as applicable, and collected from or paid to a CCIT Member, as
applicable, on a daily basis resulting from a CCIT Transaction.

CCIT Member Termination Date

The term “CCIT Member Termination Date” shall have the meaning given that term in
Section 6 of Rule 3B.

CCIT Member Voluntary Termination Notice

The term “CCIT Member Voluntary Termination Notice” shall have the meaning given
that term in Section 6 of Rule 3B.

CCIT MRA Account

The term “CCIT MRA Account” shall have the meaning assigned to it in Section 9(b) of
Rule 3B.

%

CCIT is a trademark of The Depository Trust & Clearing Corporation.
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CCIT Transaction

The term “CCIT Transaction” means a transaction that is processed by the Corporation in
the CCIT Service. Because the CCIT Service leverages the infrastructure and processes of
the GCF Repo Service, a CCIT Transaction must be: (i) in a Generic CUSIP Number
approved for the GCF Repo Service and (ii) between a CCIT Member and a Netting
Member who participates in the GCF Repo Service where the CCIT Member is the cash
lender in the transaction.

CCLF®

The term “CCLF” means the Corporation’s “Capped Contingency Liquidity Facility®” as
more fully described in Section 2a of Rule 22A.

CCLF Event

The term “CCLF Event” means an event declared by the Corporation once it has ceased to
act for a Netting Member pursuant to Rule 22A and determines, in its sole discretion, that
it does not have sufficient liquidity to satisfy the obligations of such Netting Member.

CCLF MRA
The term “CCLF MRA” has the meaning assigned in Section 2a(a) of Rule 22A.
CCLF MRA Termination Date

The term “CCLF MRA Termination Date” has the meaning assigned in Section 2a(a)(L)
of Rule 22A.

CCLF Transaction

The term “CCLF Transaction” refers to a repurchase transaction entered into subject to the
CCLF MRA.

Centrally Cleared Institutional Triparty Member or CCIT Member

The terms “Centrally Cleared Institutional Triparty Member” and “CCIT Member” mean
a legal entity other than a Registered Investment Company approved to participate in the
Corporation’s CCIT Service as a cash lender.

Centrally Cleared Institutional Triparty Service or CCIT Service

The terms “Centrally Cleared Institutional Triparty Service” and “CCIT Service” mean the
service offered by the Corporation to clear institutional triparty repurchase agreement
transactions, as more fully described in Rule 3B.
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CET1 Capital

The term “CET1 Capital” means an entity’s common equity tier 1 capital, calculated in
accordance with such entity’s regulatory and/or statutory requirements.

CFTC
The term “CFTC” means the Commodity Futures Trading Commission.
CFTC-Recognized Clearing Organization

The term “CFTC-Recognized Clearing Organization” means a clearing organization that
is affiliated with, or designated by, a contracts market or markets trading specific futures
products, and is under the oversight of the Commodity Futures Trading Commission.

Clearance Difference Amount

The term “Clearance Difference Amount” means the absolute value of the dollar difference
between the Settlement Value of a Deliver Obligation or a Receive Obligation and the
actual value at which such Deliver Obligation or Receive Obligation was settled, by the
delivery or receipt of Eligible Netting Securities. Notwithstanding the above, the term
“Clearance Difference Amount” shall not apply to GCF Repo Transactions and CCIT
Transactions.

Clearing Agency

The term “Clearing Agency” shall have the meaning given it in Section 3(a)(23) of the
Exchange Act.

Clearing Agent Bank

The term “Clearing Agent Bank™ means a member of the Federal Reserve System that is
regularly engaged in the business of providing clearing services in Eligible Securities for
Members and that has agreed to provide the Corporation, upon request, under mutually
agreeable terms, with clearing services.

Clearing Fund

The term “Clearing Fund” means the Clearing Fund established by the Corporation
pursuant to these Rules, which shall be comprised of the aggregate of all Required Fund
Deposits and all other deposits, including Cross-Guaranty Repayment Deposits, to the
Clearing Fund.

Clearing Fund Cash

The term “Clearing Fund Cash” shall have the meaning given that term in Section 3a of
Rule 4.
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Clearing Organization

The term “Clearing Organization” means a Clearing Agency, Derivatives Clearing
Organization, Multilateral Clearing Agency, Registered Clearing Agency, CFTC
Recognized Clearing Organization, FCO and/or Self-Regulatory Organization, and any
other organization performing a similar function, whether or not regulated by the SEC or
the CFTC, in which the Member is a member or participant.

Close of Business

The term “Close of Business” means, with respect to a Business Day and as the context
requires, 5:00 p.m. or the Corporation’s deadline for final input of trade data by Members
as noted on the Schedule of Timeframes on such Business Day, unless otherwise
determined by the Corporation as the result of delay in the close of Fedwire.

Collateral Allocation Entitlement

The term “Collateral Allocation Entitlement” means the entitlement of a Netting Member
to have the Corporation allocate securities or cash for its benefit to secure such Member’s
GCF Net Funds Lender Position.

Collateral Allocation Obligation

The term “Collateral Allocation Obligation” means the obligation of a Netting Member to
allocate securities or cash for the benefit of the Corporation to secure such Member’s GCF
Net Funds Borrower Position.

Collateral Mark

The term “Collateral Mark™ means, on a particular Business Day, as regards any Forward
Trade other than a Forward-Starting Repo Transaction during its Forward-Starting Period,
the absolute value of the difference between the Contract Value of the Forward Trade and
the Market Value of the Forward Trade. If the Contract Value is greater than the Market
Value, then this difference shall be a positive value for a Member with a Net Short Position,
and a negative value for a Member with Net Long Position. If the Market Value is greater
than the Contract Value, then this difference shall be a positive value for a Member with a
Net Long Position, and a negative value for a Member with a Net Short Position. The
Collateral Mark for a Forward-Starting Repo Transaction during its Forward-Starting
Period shall be Zero. The term “Collateral Mark” means, as regards a Forward Net
Settlement Position, the sum of all of the Collateral Marks on each of the Forward Trades
that compose such Forward Net Settlement Position. Notwithstanding the above, the term
“Collateral Mark™ shall not apply to GCF Repo Transactions and CCIT Transactions.

Collected/Paid Amount

The term “Collected/Paid Amount” means, with regard to the calculation of Funds-Only
Settlement Amounts, the aggregate Settlement Amount either received by the Corporation
from a Member or paid by the Corporation to a Member since the end of the processing
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cycle immediately prior to the processing cycle during which the Collected/Paid Amount
is calculated.

Commodity Exchange Act
The term “Commodity Exchange Act” means the Commodity Exchange Act, as amended.
Comparable Securities

The term “Comparable Securities” means, with respect to a security or securities that are
represented by a particular Generic CUSIP Number, any other security or securities that
are represented by the same Generic CUSIP Number.

Compared Trade

The term “Compared Trade” means a trade, including a Repo Transaction, the data on
which has been compared or deemed compared in the Comparison System pursuant to
these Rules, as the result of any one of the following methods: (1) Bilateral Comparison,
which requires the matching by the Corporation of data submitted by two Members, (2)
Demand Comparison, which requires that data to be submitted to the Corporation by a
Demand Trade Source, or (3) Locked-In Comparison, which requires the data to be
submitted to the Corporation by a Locked-In Trade Source.

Comparison System

The term “Comparison System” means the (1) system of services provided by the
Corporation to Persons that are Members thereof, and (2) operations carried out by the
Corporation in the course of providing such services, as provided for in Rules 5 through
10.

Comparison-Only Member

The term “Comparison-Only Member” means a Member that is a Member only of the
Comparison System.

Contract Repo Rate

The term “Contract Repo Rate” means, as regards a Repo Transaction, the contractual
interest rate on which the amount of interest owed by the Repo Party to the Reverse Repo
Party at the close of the Repo Transaction is based, as established by the original parties to
the Repo Transaction.

Contract Value

The term “Contract Value” means, as regards a trade other than a Repo Transaction, the
dollar value at which the trade is entered into. The term “Contract Value” means, as regards
a Start or End Leg, the dollar value at which such Leg is to be settled on the Scheduled
Settlement Date. For a GCF Repo Transaction or a CCIT Transaction, the Contract Value

14



of the Start Leg is the principal value, and the Contract Value of the End Leg is the principal
value plus accrued interest.

Controlling Management

The term “Controlling Management” shall mean the Chief Executive Officer, the Chief
Financial Officer, and the Chief Operations Officer, or their equivalents, of an applicant or
Member or such other individuals or entities with direct or indirect control over the
applicant or Member; provided that with respect to a Registered Investment Company
Netting Member or an applicant to become a Registered Investment Company Netting
Member, the term “Controlling Management” shall include the investment manager.

Conversion Trade

The term “Conversion Trade” means an Eligible Conversion Trade the data on which has
been compared by the Corporation pursuant to Rule 9 and listed on a Report made available
to Members.

Corporate Contribution

The term “Corporate Contribution” shall have the meaning given that term in Section 7a
of Rule 4.

Corporation

The term “Corporation” means Fixed Income Clearing Corporation, the owner of the
Government Securities Division. Where these Rules refer to action taken by “the
Corporation,” the term should be understood to mean the management of Fixed Income
Clearing Corporation, unless otherwise specified.

Coupon Adjustment Payment

The term “Coupon Adjustment Payment” means the coupon payments due and owing on
each Eligible Netting Security that comprises a Coupon-Eligible End Leg, Fail Deliver
Obligation or Fail Receive Obligation. Notwithstanding the above, the term “Coupon
Adjustment Payment” shall not apply to GCF Repo Transactions and CCIT Transactions.

Coupon-Eligible End Leg

The term “Coupon-Eligible End Leg” means an End Leg on a coupon payment date for the
Eligible Netting Securities that comprise it, where such coupon payment date falls after the
Start Leg related to the same Repo Transaction from which such End Leg arises has settled
and on or before the Scheduled Settlement Date of the End Leg. Notwithstanding the
above, the term “Coupon-Eligible End Leg” shall not apply to GCF Repo Transactions and
CCIT Transactions.
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Covered Affiliate

The term “Covered Affiliate” means an Affiliate of a Netting Member that: (1) is not itself
a Netting Member; (2) is not a Foreign Person; and (3) is a Broker, Dealer, bank, trust
company, and/or Futures Commission Merchant.

Credit Clearance Difference Amount

The term “Credit Clearance Difference Amount” means, on a particular Business Day, the
absolute value of the dollar difference between the Settlement Value of a Deliver
Obligation or a Receive Obligation and the actual value at which such Deliver Obligation
or Receive Obligation was settled, by the delivery or receipt of Eligible Netting Securities.
Notwithstanding the above, the term “Credit Clearance Difference Amount” shall not apply
to GCF Repo Transactions and CCIT Transactions.

Credit Coupon Adjustment Payment

The term “Credit Coupon Adjustment Payment” means, on a particular Business Day, a
Coupon Adjustment Payment that a Netting Member is entitled to collect from the
Corporation, involving a Member in a Net Long Position with regard to a Coupon-Eligible
End Leg, Fail Deliver Obligation or Fail Receive Obligation.

Credit Delivery Differential Adjustment Payment

The term “Credit Delivery Differential Adjustment Payment” means, on a particular
Business Day, a Delivery Differential Adjustment Payment, involving a Deliver Obligation
where the Settlement Value is less than the System Value, or a Receive Obligation where
the Settlement Value is greater than the System Value, that the Corporation is obligated to
make to a Netting Member.

Credit Fail Mark Adjustment Payment

The term “Credit Fail Mark Adjustment Payment” means, on a Particular Business Day, a
Fail Mark Adjustment Payment that a Netting Member is entitled to collect from the
Corporation, involving either: (1) a Fail Deliver Obligation where the Settlement Value of
such Obligation has decreased from the immediately previous Business Day, or, (2) a Fail
Receive Obligation where the Settlement Value of Such Obligation has increased from the
immediately previous Business Day.

Credit Forward Mark Adjustment Payment

The term “Credit Forward Mark Adjustment Payment” means, on a particular Business
Day, a Forward Mark Adjustment Payment that is a positive number, and that a Netting
Member is entitled to collect from the Corporation.
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Credit GCF Forward Mark

The term “Credit GCF Forward Mark” means, on a particular Business Day, a GCF
Forward Mark that is a positive number, and that a Netting Member is entitled to collect
from the Corporation.

Credit GCF Forward Mark Adjustment Payment

The term “Credit GCF Forward Mark Adjustment Payment” means, on a particular
Business Day, a GCF Forward Mark Adjustment Payment that is a positive value, and that
a Netting Member is entitled to collect from the Corporation.

Credit GCF Interest Adjustment Payment

The term “Credit GCF Interest Adjustment Payment” means, on a particular Business Day,
a GCF Interest Adjustment Payment on an associated Debit GCF Forward Mark
Adjustment Payment made on the previous Business Day, which GCF Interest Adjustment
Payment a Netting Member is entitled to collect from the Corporation.

Credit GCF Transaction Adjustment Payment

The term “Credit GCF Transaction Adjustment Payment” means, on a particular Business
Day, as regards the total repo interest accrued on GCF Repo Transactions and CCIT
Transactions, as applicable, the GCF Transaction Adjustment Payment that a Netting
Member is entitled to collect from the Corporation.

Credit Interest Adjustment Payment

The term “Credit Interest Adjustment Payment” means, on a particular Business Day, an
Interest Adjustment Payment on an associated Debit Forward Mark Adjustment Payment
made on the previous Business Day, which Interest Adjustment Payment a Netting Member
is entitled to collect from the Corporation.

Credit Interest Rate Mark

The term “Credit Interest Rate Mark™ means, on a particular Business Day, an Interest Rate
Mark that is a positive number, and that a Netting Member is entitled to collect from the
Corporation.

Credit Redemption Adjustment Payment

The term “Credit Redemption Adjustment Payment” means on a particular Business Day,
a Redemption Adjustment Payment that a Netting Member is entitled to collect from the
Corporation, involving either (1) a Net Settlement Position in an Eligible Netting Security
on the last Business Day before or on the maturity date for such security or (2) a Repo
Transaction where the Scheduled Settlement Date of the End Leg is on the maturity date,
after the maturity date or on the last Business Day before the maturity date and the maturity
date is not a Business Day.
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Credit Risk Rating Matrix

The term “Credit Risk Rating Matrix” means a matrix of credit ratings of Members
specified in Section 12 of Rule 3. The matrix is developed by the Corporation to evaluate
the credit risk such Members pose to the Corporation and its Members and is based on
factors determined to be relevant by the Corporation from time to time, which factors are
designed to collectively reflect the financial and operational condition of a Member. These
factors include (i) quantitative factors, such as capital, assets, earnings, and liquidity, and
(i1) qualitative factors, such as management quality, market position/environment, and
capital and liquidity risk management.

Credit Transaction Adjustment Payment

The term “Credit Transaction Adjustment Payment” means, on a particular Business Day
as regards a Net Settlement Position, a Transaction Adjustment Payment that a Netting
Member is entitled to collect from the Corporation, involving either: (1) a Net Long
Position where the aggregate of the Contract Values of the trades that comprise such Net
Long Position is less than the Aggregate of the Market Values of such trades, or (2) a Net
Short Position where the aggregate of the Contract Values of the trades that comprise such
Net Short Position is greater than the Market Values of such trades.

Cross-Guaranty Agreement

The term “Cross-Guaranty Agreement” shall mean any netting contract, limited cross-
guaranty, or other similar agreement between the Corporation and (i) any clearing agency
registered under Section 17A(b) of the Securities Exchange Act of 1934, (ii) any
organization performing clearing functions for a contract market designated pursuant to the
Commodity Exchange Act or (ii1) any other domestic or foreign clearinghouse, clearing
association, clearing corporation or similar organization. The term “Cross-Guaranty
Agreement” shall not include Cross-Margining Agreements.

Cross-Guaranty Beneficiary Member

The term “Cross-Guaranty Beneficiary Member” shall have the meaning given to such
term in Section 3 of Rule 41.

Cross-Guaranty Counterparty

The term “Cross-Guaranty Counterparty” means any party, other than the Corporation, to
a Cross-Guaranty Agreement.

Cross-Guaranty Defaulting Member

The term “Cross-Guaranty Defaulting Member” means a defaulting Member on account
of which the Corporation makes or receives a Cross-Guaranty Payment.
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Cross-Guaranty Payment

The term “Cross-Guaranty Payment” means any payment, other than a Cross-Guaranty
Repayment, that the Corporation makes or receives pursuant to a Cross-Guaranty
Agreement.

Cross-Guaranty Repayment

The term “Cross-Guaranty Repayment” means (i) any amount of a Cross-Guaranty
Payment received by the Corporation that the Corporation (A) repays to a Cross-Guaranty
Counterparty pursuant to a Cross-Guaranty Agreement or (B) pays over to a Cross-
Guaranty Defaulting Member or its legal representative pursuant to a court order or
judgment or (ii) any amount of a Cross-Guaranty Payment made by the Corporation that
the Corporation receives back from a Cross-Guaranty Counterparty pursuant to a Cross-
Guaranty Agreement.

Cross-Guaranty Repayment Deposit

The term “Cross-Guaranty Repayment Deposit” means the deposit to the Clearing Fund
required to be made by a Cross-Guaranty Beneficiary Member pursuant to Section 4 of
Rule 41.

Cross-Margining Affiliate

The term “Cross-Margining Affiliate” means an affiliate of a Cross-Margining Participant
that is a member of an FCO and has agreed: (i) to have its positions and margin at the FCO
margined together with Eligible Positions of the Cross-Margining Participant at the
Corporation in accordance with the applicable Cross-Margining Agreement, and/or (ii) if
permitted by the applicable Cross-Margining Agreement, to have the positions and margin
of Market Professionals cleared by the Cross-Margining Affiliate at the FCO margined
together with Eligible Positions of the Market Professional customers of the Cross-
Margining Participant at the Corporation.

Cross-Margining Agreement

The term “Cross-Margining Agreement” means an agreement between the Corporation and
a particular FCO pursuant to which a Cross-Margining Participant, at the discretion of the
Corporation and in accordance with the provisions of Rule 43, may elect to have its
Required Fund Deposit in respect of Eligible Positions at FICC and its (or its Cross-
Margining Affiliate’s, if applicable) margin requirements in respect of Eligible Positions
at such FCO calculated by taking into consideration the net risk of such Eligible Positions
at each of the clearing organizations. A Cross-Margining Agreement may include
provisions for the cross-margining by a Netting Member of Eligible Positions held in the
accounts of Market Professionals.
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Cross-Margining Arrangement

The term “Cross-Margining Arrangement” means the arrangement established between the
Corporation and one or more FCOs pursuant to Cross-Margining Agreements and Rule 43.

Cross-Margining Beneficiary Participant

The term “Cross-Margining Beneficiary Participant” shall have the meaning given to such
term in Section 5 of Rule 43.

Cross-Margining Guaranty

The term “Cross-Margining Guaranty” means a guaranty by an FCO of the obligations of
a Cross-Margining Participant to the Corporation or, as the context requires, a guaranty by
the Corporation of the obligations of a Cross-Margining Participant or its Cross-Margining
Affiliate to an FCO.

Cross-Margining Participant

The term “Cross-Margining Participant” means a Netting Member that is authorized by the
Corporation to, and does, participate in the Cross-Margining Arrangement between the
Corporation and one or more FCOs pursuant to a Cross-Margining Agreement.

Cross-Margining Payment

The term “Cross-Margining Payment” means any payment, other than a Cross-Margining
Repayment, that the Corporation makes or receives pursuant to a Cross-Margining
Guaranty.

Cross-Margining Repayment

The term “Cross-Margining Repayment” means (i) any amount of a Cross-Margining
Payment received by the Corporation that the Corporation (A) repays to an FCO pursuant
to a Cross-Margining Agreement or (B) pays over to a Defaulting Member or its legal
representative pursuant to a court order or judgment or (i1) any amount of a Cross-
Margining Payment the Corporation receives back from an FCO pursuant to a Cross-
Margining Agreement.

Cross-Margining Repayment Deposit

The term “Cross-Margining Repayment Deposit” means the deposit to the Clearing Fund
required to be made by a Cross-Margining Beneficiary Participant pursuant to Section 6 of
Rule 43.

Current Haircut

The term “Current Haircut” means, as regards any Sponsored Member Trade, the Market
Value of the Sponsored Member Trade, as of the time of the Corporation’s determination
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of the relevant Funds-Only Settlement Amount, minus the Contract Value of the End Leg
of the Sponsored Member Trade.

Current Net Settlement Positions

The term “Current Net Settlement Positions” means those Net Settlement Positions that are
scheduled to settle on the Business Day with respect to which the calculation is made.

CUSIP Number

The term “CUSIP Number” means the Committee on Uniform Securities Identification
Procedures identifying number for an Eligible Security or an Eligible Netting Security.
The term CUSIP Number includes, as the context may indicate, either a Generic CUSIP
Number or a Specific CUSIP Number, or both.

Cybersecurity Confirmation

The term “Cybersecurity Confirmation” means a written document provided to the
Corporation by all Members, Sponsoring Members and CCIT Members (for purposes of
this definition, collectively referred to as “Members”) and applicants for such membership
that confirms the existence of an information system cybersecurity program and includes
the representations listed below.

Each Cybersecurity Confirmation shall (1) be on a form provided by the Corporation;
(2) be signed by a designated senior executive of the Member or applicant who is
authorized to attest to these matters; and (3) include the following representations, made
with respect to the two years prior to the date of the Cybersecurity Confirmation:

1.

The Member or applicant has defined and maintains a comprehensive cybersecurity
program and framework that considers potential cyber threats that impact their
organization and protects the confidentiality, integrity and availability requirements of
their systems and information.

The Member or applicant has implemented and maintains a written enterprise
cybersecurity policy or policies approved by senior management or the organization’s
board of directors, and the organization’s cybersecurity framework is in alignment with
standard industry best practices and guidelines, as indicated on the form of
Cybersecurity Confirmation.

If using a third party service provider or service bureau(s) to connect or transact
business or to manage the connection with the Corporation, the Member or applicant
has an appropriate program to (a) evaluate the cyber risks and impact of these third-
parties, and (b) review the third-party assurance reports.

The cybersecurity program and framework protect the segment of the Member’s or
applicant’s system that connects to and/or interacts with the Corporation.

The Member or applicant has in place an established process to remediate cyber issues
identified to fulfill the Member’s or applicant’s regulatory and/or statutory
requirements.
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6. The cybersecurity program’s and framework’s risk processes are updated periodically
based on a risk assessment or changes to technology, business, threat ecosystem, and/or
regulatory environment.

7. A comprehensive review of the Member’s or applicant’s cybersecurity program and
framework has been conducted by one of the following:

Dealer

The Member or applicant, if that organization has filed and maintains a current
Certification of Compliance with the Superintendent of the New York State
Department of Financial Services pursuant to 23 NYCRR 500;

A regulator who assesses the program against a designated cybersecurity
framework or industry standard, including those that are listed on the form of the
Cybersecurity Confirmation and in an Important Notice issued by the Corporation
from time to time;

An independent external entity with cybersecurity domain expertise, including
those that are listed on the form of the Cybersecurity Confirmation and in an
Important Notice issued by the Corporation from time to time; and

An independent internal audit function reporting directly to the board of directors
or designated board of directors committee of the Member or applicant, such that
the findings of that review are shared with these governance bodies.

The term “Dealer” means a Member that is a Registered Dealer or Registered Government
Securities Dealer.

Dealer Account

The term “Dealer Account” means an Account maintained by a Netting Member that is
not a Broker Account.

Dealer Netting Member

The term “Dealer Netting Member” shall have the meaning given that term in Section 3
of Rule 2A.

Debit Clearance Difference Amount

The term “Debit Clearance Difference Amount” means, on a particular Business Day, the
absolute value of the dollar difference between the Settlement Value of a Deliver
Obligation or a Receive Obligation and the actual value at which such Deliver Obligation
or Receive Obligation was settled, by the delivery or receipt of Eligible Netting Securities.
Notwithstanding the above, the term “Debit Clearance Difference Amount” shall not apply
to GCF Repo Transactions and CCIT Transactions.
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Debit Coupon Adjustment Payment

The term “Debit Coupon Adjustment Payment” means, on a particular Business Day, a
Coupon Adjustment Payment that a Netting Member is obligated to make to the
Corporation, involving a Member in a Net Short Position with regard to a Coupon-Eligible
End Leg, Fail Deliver Obligation or Fail Receive Obligation.

Debit Delivery Differential Adjustment Payment

The term “Debit Delivery Differential Adjustment Payment” means, on a particular
Business Day, a Delivery Differential Adjustment Payment, involving a Deliver Obligation
where the Settlement Value is greater than the System Value, or a Receive Obligation
where the Settlement Value is less than the System Value, that a Netting Member is
obligated to make to the Corporation.

Debit Fail Mark Adjustment Payment

The term “Debit Fail Mark Adjustment Payment” means, on a particular Business Day, a
Fail Mark Adjustment Payment that a Netting Member is obligated to make to the
Corporation, involving either: (1) a Fail Deliver Obligation where the Settlement Value of
such Obligation has increased from the immediately previous Business Day, or, (2) a Fail
Receive Obligation where the Settlement Value of such Obligation has decreased from the
immediately previous Business Day.

Debit Forward Mark Adjustment Payment

The term “Debit Forward Mark Adjustment Payment” means, on a particular Business
Day, a Forward Mark Adjustment Payment that is a negative number, and that a Netting
Member is obligated to make to the Corporation.

Debit GCF Forward Mark

The term “Debit GCF Forward Mark” means, on a particular Business Day, a GCF Forward
Mark that is a negative number, and that a Netting Member is obligated to pay to the
Corporation.

Debit GCF Forward Mark Adjustment Payment

The term “Debit GCF Forward Mark Adjustment Payment” means, on a particular Business
Day, a GCF Forward Mark Adjustment Payment that is a negative value, and that a Netting
Member is obligated to pay the Corporation.

Debit GCF Interest Adjustment Payment

The term “Debit GCF Interest Adjustment Payment” means, on a particular Business Day,
a GCF Interest Adjustment Payment on an associated Credit GCF Forward Mark
Adjustment Payment made on the previous Business Day, which GCF Interest Adjustment
Payment a Netting Member is obligated to make to the Corporation.
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Debit GCF Transaction Adjustment Payment

The term “Debit GCF Transaction Adjustment Payment” means, on a particular Business
Day, as regards the total repo interest accrued on GCF Repo Transactions and CCIT
Transactions, as applicable, the GCF Transaction Adjustment Payment that a Netting
Member is obligated to pay to the Corporation.

Debit Interest Adjustment Payment

The term “Debit Interest Adjustment Payment” means, on a particular Business Day, an
Interest Adjustment Payment on an associated Credit Forward Mark Adjustment Payment
made on the previous Business Day, which Interest Adjustment Payment a Netting Member
is obligated to make to the Corporation.

Debit Interest Rate Mark

The term “Debit Interest Rate Mark™ means, on a particular Business Day, an Interest Rate
Mark that is a negative number, and that a Netting Member is obligated to pay to the
Corporation.

Debit Redemption Adjustment Payment

The term “Debit Redemption Adjustment Payment” means, on a particular Business Day,
a Redemption Adjustment Payment that a Netting Member is obligated to make to the
Corporation, involving either (1) a Net Settlement Position in an Eligible Netting Security
on the last Business Day before or on the maturity date for such security or (2) a Repo
Transaction where the Scheduled Settlement Date of the End Leg is on the maturity date,
after the maturity date or on the last Business Day before the maturity date and the maturity
date is not a Business Day.

Debit Transaction Adjustment Payment

The term “Debit Transaction Adjustment Payment” means, on a particular Business Day
as regards a Net Settlement Position, a Transaction Adjustment Payment that a Netting
Member is obligated to make to the Corporation, involving either: (1) a Net Long Position
where the aggregate of the Contract Values of the trades that comprise such Net Long
Position is greater than the aggregate of the Market Values of such trades, or (2) a Net
Short Position where the aggregate of the Contract values of the trades that comprise such
Net Short Position is less than the Market Values of such trades.

Declared Non-Default Loss Event

The term “Declared Non-Default Loss Event” shall have the meaning given that term in
Section 7 of Rule 4.

24



Defaulting Member

The term “Defaulting Member” means a Netting Member that is treated by the Corporation
as insolvent pursuant to Rule 22 or with respect to which it has ceased to act pursuant to
Rule 22A.

Defaulting Member Event

The term “Defaulting Member Event” shall have the meaning given that term in Section 7
of Rule 4.

Deliver Obligation

The term “Deliver Obligation” means a Netting Member’s obligation to deliver Eligible
Netting Securities to the Corporation at the appropriate Settlement Value (i) in satisfaction
of all or a part of a Net Short Position, (ii) in satisfaction of a Same-Day Settling Trade or
(iii) to implement a collateral substitution in connection with a Repo Transaction with a
Right of Substitution.

Deliver Scaling Factor

The term “Deliver Scaling Factor” means the percentage established by the Corporation
which shall be used to calculate a Netting Member’s Individual Regular Amount.

Delivery Differential Adjustment

The term “Delivery Differential Adjustment” means, for a Deliver Obligation or a Receive
Obligation established by the Corporation on a particular Business Day, the dollar
adjustment made by the Corporation (which may be zero) to System Value in order to
determine the Settlement Value for the Delivery Obligation or Receive Obligation. The
Corporation may establish varying Delivery Differential Adjustment amounts for different
Deliver Obligations and/or Receive Obligations of one or more Members involving
Eligible Netting Securities with the same CUSIP Number.

Delivery Differential Adjustment Payment

The term “Delivery Differential Adjustment Payment” means the absolute value of the
dollar difference between the System Value and the Settlement Value of a Netting
Member’s Deliver Obligation or a Receive Obligation. Notwithstanding the above, the
term “Delivery Differential Adjustment Payment” shall not apply to GCF Repo
Transactions and CCIT Transactions.

Demand Comparison

The term “Demand Comparison” means the comparison of a Demand Trade by the receipt
by the Corporation of data from a Demand Trade Source.
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Demand Trade

The term “Demand Trade” means a trade, involving Eligible Securities, that is deemed a
Compared Trade once the data on such trade are received by the Corporation from a single,
designated source and meet the requirements for submission of data on a Demand Trade
pursuant to these Rules, without the necessity of matching the data regarding the trade with
data provided by each Member that is or is acting on behalf of an original counterparty to
the trade. The data regarding a Demand Trade must be provided to the Corporation by a
Demand Trade Source.

Demand Trade Source

The term “Demand Trade Source” means a source of data on Demand Trades that the
Corporation has so designated, subject to such terms and conditions as to which the
Demand Trade Source and the Corporation may agree.

Derivatives Clearing Organization

The terms “Derivatives Clearing Organization” shall have the meaning given it in Section
1a(9) of the Commodity Exchange Act.

Designated Examining Authority

The term “Designated Examining Authority” shall mean (1) in the case of a Broker or
Dealer, as applicable, that belongs to only one Self-Regulatory Organization, such
Self-Regulatory Organization, and (2) in the case of a Broker or Dealer, as applicable, that
belongs to more than one Self-Regulatory Organization, the Self-Regulatory Organization
designated by the SEC pursuant to Section 17(d) of the Exchange Act as the entity with
responsibility for examining such Broker or Dealer.

Designee

The term “Designee” means a service provider designated by a Member either orally or in
writing to provide the Corporation with instructions on behalf of the Member.

Direct Affected Member

The term “Direct Affected Member” has the meaning assigned in Section 2a(b)(i)(B) of
Rule 22A.

DK Notice

The term “DK Notice” means a notification that is sent to the Corporation to: (i) cause a
Demand Trade to become uncompared, or (ii) serve as a request for cancellation of a
Locked-In Trade to a Locked-In Trade Source. DK Notices must be sent pursuant to
communications links, formats, timeframes, and deadlines established by the Corporation
for such purpose.
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DTC
The term “DTC” means The Depository Trust Company.
DTC Settling Bank

The term “DTC Settling Bank™ means an entity that qualifies as a settling bank under
DTC’s rules and has been approved as such by DTC.

DTCC
The term “DTCC” means The Depository Trust & Clearing Corporation.
DTCC Confidential Information

The term “DTCC Confidential Information” shall mean all non-public information
provided by DTCC and/or the Corporation that (i) is marked or otherwise identified in
writing prior to disclosure to the recipient as confidential, (ii) is designated by DTCC or
the Corporation as confidential, or (iii) the recipient knows or, under the circumstances
surrounding disclosure, ought to reasonably know is confidential.

Eligible Conversion Trade

The term “Eligible Conversion Trade” means a Yield Comparison Trade that the
Corporation, based on the type of Eligible Security involved, has designated, either on a
product-by-product basis or on a CUSIP-by-CUSIP basis, as eligible for comparison
pursuant to Rule 9.

Eligible Clearing Fund Agency Security

The term “Eligible Clearing Fund Agency Security” means a direct obligation of those U.S.
agencies or government sponsored enterprises as the Corporation may designate from time
to time, and that satisfies such criteria set forth in notices issued by the Corporation from
time to time.

Eligible Clearing Fund Security

The term “Eligible Clearing Fund Security” means unmatured bonds which are either an
Eligible Clearing Fund Agency Security, an Eligible Clearing Fund Mortgage-Backed
Security or an Eligible Clearing Fund Treasury Security.

Eligible Clearing Fund Mortgage-Backed Security

The term “Eligible Clearing Fund Mortgage-Backed Security” means a mortgage-backed
pass through obligation issued by those U.S. agencies or government sponsored enterprises
as the Corporation may designate from time to time, and that satisfies such criteria set forth
in notices issued by the Corporation from time to time.
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Eligible Clearing Fund Treasury Security

The term “Eligible Clearing Fund Treasury Security’” means a direct obligation of the U.S.
government that satisfies the criteria set forth in notices issued by the Corporation from
time to time.

Eligible Letter of Credit

The term “Eligible Letter of Credit” means a letter of credit that:

(1) contains the unqualified commitment of such issuer to pay a specified sum of money
upon demand (properly drawn under the letter of credit);

(i1) is irrevocable; and

(ii1) is in a form, and contains such other terms and conditions, as may be required by the
Corporation.

Eligible Netting Security

The term “Eligible Netting Security” means an Eligible Security that the Corporation has
designated as eligible for netting. Notwithstanding the previous sentence, a GCF Repo
Security shall only be deemed to be an Eligible Netting Security in connection with GCF
Repo Transactions. Without limiting the generality of the foregoing, a GCF Repo Security
shall not be an Eligible Netting Security: (1) for comparison, netting and/or settlement in
connection with any transaction other than a GCF Repo Transaction, and (ii) shall not be
eligible for Clearing Fund purposes unless it falls into the definition of an Eligible Clearing
Fund Security

Eligible Position

The term “Eligible Position” means a position in certain Eligible Netting Securities netted
by the Corporation, or certain Government securities futures contracts or interest rate
futures contracts cleared by an FCO, as identified in a Cross-Margining Agreement as
eligible for cross-margining treatment.

Eligible Security

The term “Eligible Security” means a security issued or guaranteed by the United States, a
U.S. government agency or instrumentality, a U.S. government-sponsored corporation, or
any other security approved by the Board from time to time, or one or more categories of
such securities as represented by a Generic CUSIP Number, that the Corporation has listed
on the Eligible Securities master file maintained by it pursuant to Rule 30. Notwithstanding
the previous sentence, a GCF Repo Security shall be deemed to be an Eligible Security
only in connection with a GCF Repo Transaction and a GC Repo Security shall be deemed
to be an Eligible Security only in connection with a Sponsored GC Trade. A security of an
issuer that is listed on the Office of Foreign Assets Control (“OFAC”) list of specially
designated nationals distributed by the U.S. Department of the Treasury, or of an issuer
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that is incorporated in a country that is on the OFAC list of countries subject to
comprehensive sanctions, shall not be an “Eligible Security”.

Eligible Treasury Security

The term “Eligible Treasury Security” means an unmatured, marketable debt security in
book-entry form that is a direct obligation of the United States Government.

End Leg

The term “End Leg” means, as regards a Repo Transaction other than a GCF Repo
Transaction (or CCIT Transaction as applicable) or a Sponsored GC Trade, the concluding
settlement aspects of the transaction, involving the retransfer of the underlying Eligible
Netting Securities by the Netting Member that is, or is submitting data on behalf of, the
funds lender (if netting eligible, through satisfaction of the applicable Deliver Obligation
generated by the Corporation) and the taking back of such Eligible Securities by the Netting
Member that is, or is submitting data on behalf of, the funds borrower (if netting eligible,
through satisfaction of the applicable Receive Obligation generated by the Corporation).
The term “End Leg” means, as regards a GCF Repo Transaction (or CCIT Transaction as
applicable), the concluding settlement aspects of the GCF Repo Transaction or CCIT
Transaction, as applicable, involving the retransfer of the underlying Eligible Netting
Securities by the Netting Member that is in the GCF Net Funds Lender Position and the
taking back of such Eligible Netting Securities by the Netting Member that is in the GCF
Net Funds Borrower Position. The term “End Leg” means, as regards a Sponsored GC
Trade, the concluding settlement aspects of the transaction, involving the retransfer of the
Purchased GC Repo Securities by the GC Funds Lender and the taking back of such
Purchased GC Repo Securities by the GC Funds Borrower.

EOD Clearing Fund Cash

The term “EOD Clearing Fund Cash” shall have the meaning given to such term in Section
3 of Rule 20.

Event Period
The term “Event Period” shall have the meaning given that term in Section 7 of Rule 4.
Excess Adjusted Net Capital

The term “Excess Adjusted Net Capital” means, as of a particular date, the amount equal
to the difference between the adjusted net capital of a Futures Commission Merchant and
the minimum adjusted net capital that such Futures Commission Merchant must have to
comply with the requirements of 17 C.F.R. Section 1.17(a)(1) or (a)(2), or any successor
regulations.
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Excess Capital Differential

The term “Excess Capital Differential” means the amount by which a Netting Member’s
VaR Charge exceeds its Netting Member Capital.

Excess Capital Ratio

The term “Excess Capital Ratio” means the quotient, rounded to the nearest two decimal
places, resulting from dividing the amount of a Netting Member’s VaR Charge by the
amount of its Netting Member Capital that it maintains.

Excess Clearing Fund Deposit

The term “Excess Clearing Fund Deposit” shall have the meaning given that term in
Section 10 of Rule 4.

Excess Liquid Capital

The term “Excess Liquid Capital” means, as of a particular date, the amount equal to the
difference between the Liquid Capital of a Government Securities Broker or Government
Securities Dealer and the minimum Liquid Capital that such Government Securities Broker
or Government Securities Dealer must have to comply with the requirements of 17 C.F.R.
Section 402.2(a), (b) and (c), or any successor rule or regulation thereto.

Excess Net Capital

The term “Excess Net Capital” means, as of a particular date, the amount equal to the
difference between the Net Capital of a broker or dealer and the minimum Net Capital such
broker or dealer must have to comply with the requirements of SEC Rule 15¢3-1(a), or any
successor rule or regulation thereto.

Exchange Act
The term “Exchange Act” means the Securities Exchange Act of 1934, as amended.
Executing Firm

The term “Executing Firm” means a Non-Member on whose behalf data on trades that it
has engaged in have been submitted to the Corporation by a Submitting Member pursuant
to these Rules.

Existing Securities Collateral

The term “Existing Securities Collateral” means, as regards an outstanding Repo
Transaction with a Right of Substitution, the Eligible Netting Securities or cash that have
been transferred by the Repo Party to the Reverse Repo Party as collateral in connection
with the Repo Transaction, which Eligible Netting Securities or cash have not yet been
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transferred by the Reverse Repo Party back to the Repo Party as the result of a substitution
of collateral or otherwise.

Fail Deliver Obligation

The term “Fail Deliver Obligation” means a Deliver Obligation that does not settle on its
original Scheduled Settlement Date.

Fail Mark Adjustment Payment

The term “Fail Mark Adjustment Payment” means the absolute value of the dollar
difference between the current Settlement Value of a Fail Deliver Obligation or a Fail
Receive Obligation on the current Business Day, and the previous Settlement Value of such
Deliver Obligation or Receive Obligation. Notwithstanding the above, the term “Fail Mark
Adjustment Payment” shall not apply to GCF Repo Transactions and CCIT Transactions.

Fail Receive Obligation

The term “Fail Receive Obligation” means a Receive Obligation that does not settle on its
original Scheduled Settlement Date.

Fannie Mae
The term “Fannie Mae” means the Federal National Mortgage Association.
FATCA

The term “FATCA” means (i) the provisions of sections 1471 through 1474 of the Internal
Revenue Code of 1986, as amended, (the “Code”) that were implemented as part of The
Foreign Account Tax Compliance Act (or any amendment thereto or successor sections
thereof), and the related Treasury Regulations or other official interpretations thereof, as
in effect from time to time, and (ii) the provisions of any intergovernmental agreement to
implement The Foreign Account Tax Compliance Act as in effect from time to time
between the United States and the jurisdiction of the FFI Member’s (or applicant’s)
residency.

FATCA Certification

The term “FATCA Certification” means an executed copy of the relevant tax form required
by the Internal Revenue Service under FATCA, as in effect from time to time, that each
Member (or applicant to become such) shall provide from time to time to the Corporation
as set forth under these Rules.

FATCA Compliance Date

The term “FATCA Compliance Date” shall mean, as applicable, either (i) January 1, 2014,
with respect to any FFI Member approved for membership by the Corporation on January
1, 2014 or thereafter (or, if the commencement of all FATCA withholding with respect to
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such FFI Members is delayed beyond January 1,2014 under FATCA, two calendar months
plus one day before such delayed effective date), or (ii) May 1, 2014, with respect to any
FFI Member approved for membership by the Corporation at any time prior to January 1,
2014 (or, if the commencement of all FATCA withholding with respect to such FFI
Members is delayed beyond July 1, 2014 under FATCA, two calendar months plus one
day before such delayed effective date).

FATCA Compliant

FCO

The term “FATCA Compliant” or “FATCA Compliance” means, with respect to an FFI
Member, that such FFI Member has qualified under such procedures promulgated by the
Internal Revenue Service as are in effect from time to time to establish exemption from
withholding under FATCA such that the Corporation will not be required to withhold under
FATCA either (i) on “gross proceeds from the sale or other disposition of any property of
a type which can produce interest or dividends from sources within the United States”
within the meaning of Code section 1473(1)(A)(ii), as may be amended or re-codified from
time to time, or (ii) on interest, dividends, etc. from sources within the United States within
the meaning of Code section 1473(1)(A)(i), as may be amended or re-codified from time
to time, in each case, paid to such FFI Member.

The term “FCO” means a clearing organization for a board of trade designated as a contract
market under Section 5 of the Commodity Exchange Act that has entered into a Cross-
Margining Agreement with the Corporation.

Federal Deposit Insurance Corporation Improvement Act

The term “Federal Deposit Insurance Corporation Improvement Act” means the Federal
Deposit Insurance Corporation Improvement Act of 1991, as amended.

Federal Funds Rate

The term “Federal Funds Rate” means, for each Business Day, the rate reported as such in
a publicly available source. Ifthere is a dispute as to the Federal Funds Rate for a particular
Business Day, it shall be settled by reference to the rate set forth in H. 15(519) for such
Business Day opposite the caption “Federal funds (effective).” For this purpose, “H.
15(519)” means the weekly statistical release designated as such, or any successor
publication, published by the Board of Governors of the Federal Reserve System.

Fedwire

The term “Fedwire” means the Federal Reserve Wire Transfer System for securities
movements or for funds-only movements, as the context requires.
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FFI Member

The term “FFI Member” means any Person that is treated as a non-U.S. entity for U.S.
federal income tax purposes. For the avoidance of doubt, FFI Member includes any
Member that is a U.S. branch of an entity that is treated as a non-U.S. entity for U.S. federal
income tax purposes.

Final Price Date

The term “Final Price Date” means, as regards an Eligible Security, the Business Day on
which begins the first processing cycle for the Corporation during which the coupon rate
for such Eligible Security is known by the Corporation.

Financed Securities

The term “Financed Securities” has the meaning assigned in Section 2a(b)(i)(C) of Rule
22A.

Financing Amount

The term “Financing Amount” has the meaning assigned in Section 2a(b)(i)(B) of Rule
22A.

Financing Mark

The term “Financing Mark” means, on a particular Business Day, as regards a Repo
Transaction, the product of the Market Value of the Repo Transaction multiplied by System
Repo Rate established by the Corporation for such Repo Transaction, and then multiplied
by a fraction, the numerator of which is the number of calendar days from the current
Business Day until the Scheduled Settlement Date for the Repo Transaction and the
denominator of which is 360. If a Repo Transaction other than a Forward-Starting Repo
Transaction during its Forward-Starting Period comprises a Net Short Position of the
Member, then the Financing Mark shall be a negative value. If a Repo Transaction other
than a Forward-Starting Repo Transaction during its Forward-Starting Period comprises a
Net Long Position of the Member, then the Financing Mark shall be a positive value. The
Financing Mark for a Forward-Starting Repo Transaction during its Forward-Starting
Period, and for any trade other than a Repo Transaction, shall be zero. The term “Financing
Mark” means, as regards a Forward Net Settlement Position, the sum of all the Financing
Marks on each of the Forward Trades that compose such Forward Net Settlement Position.
Notwithstanding the above, the term “Financing Mark” shall not apply to GCF Repo
Transactions and CCIT Transactions.

FOMC

The term “FOMC” means the Federal Open Market Committee as described on the website
of the FRB.
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Foreign Member

The term “Foreign Member” (also referred to as “Non-U.S. Member” or “Non-domestic
Member”’) means a Foreign Person that is a Member. A foreign Bank Netting Member that
participates in the Corporation through a branch or agency located in the U.S. which is
regulated by a U.S. and/or state regulatory authority shall not be deemed to be a Foreign
Member for purposes of the Corporation’s Rules and procedures.

Foreign Netting Member

The term “Foreign Netting Member” (also referred to as “Non-U.S. Netting Member” or
“Non-domestic Netting Member”) shall have the meaning given that term in Section 3 of
Rule 2A.

Foreign Person

The term “Foreign Person” (also referred to as “Non-U.S. Person” or “Non-domestic
Person”) means a Person that is organized or established under the laws of a country other
than the United States and does not include a foreign Bank Netting Member which is not
deemed to be a Foreign Member pursuant to the definition of that term.

Former Sponsored Members

The term “Former Sponsored Members” shall have the meaning given that term in
Section 2 of Rule 3A.

Forward Mark Adjustment Payment

The term “Forward Mark Adjustment Payment” means, on a particular Business Day, as
regards a Member’s Forward Net Settlement Position, the sum of the Collateral Mark
applicable to such Forward Net Settlement Position, the Financing Mark applicable to such
Forward Net Settlement Position, and the Interest Rate Mark applicable to such Forward
Net Settlement Position. Notwithstanding the above, as regards an outstanding Repo
Transaction where a request for substitution has been made but New Securities Collateral
has not been received by the Corporation, the term “Forward Mark Adjustment Payment”
means “Forward Unallocated Sub Mark”. Notwithstanding the above, the term “Forward
Mark Adjustment Payment” shall refer to the GC Interest Rate Mark with respect to
Sponsored GC Trades. Notwithstanding the above, the term “Forward Mark Adjustment
Payment” shall not apply to GCF Repo Transactions and CCIT Transactions.

Forward Net Settlement Position

The term “Forward Net Settlement Position” means, with respect to Forward Trades
involving an Eligible Netting Security with a distinct CUSIP number, the amount of such
Securities that the Netting Member will, on the Scheduled Settlement Date for such
Forward Trades, be obligated, pursuant to Rule 12, to either receive from the Corporation
or to deliver to the Corporation, where such Scheduled Settlement Date is one or more
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Business Days in the future. For purposes of this definition, the Start and End Legs of a
Repo Transaction shall constitute separate Forward Net Settlement Positions.

Forward Period

The term “Forward Period” means, with regard to Forward Net Settlement Positions, the
time period from the comparison on a final price and settlement value basis of the data on
the Forward Trades that comprise such Forward Net Settlement Positions until the
processing cycle immediately prior to the Scheduled Settlement Date for such Forward Net
Settlement Positions.

Forward-Settling Start Leg

The term “Forward-Settling Start Leg” means, on a particular Business Day, a Start Leg
that is one or more Business Days prior to its Scheduled Settlement Date.

Forward-Starting Period

The term “Forward-Starting Period” means, as regards a Forward-Starting Repo
Transaction, including a GCF Repo Transaction and a CCIT Transaction, the period of
time between the Business Day on which the Transaction is compared by the Corporation
pursuant to these Rules and the Scheduled Settlement Date for the Start Leg of the
Transaction.

Forward-Starting Repo Transaction

The term “Forward-Starting Repo Transaction” means a Repo Transaction, including a
GCF Repo Transaction and a CCIT Transaction, that is scheduled to start one or more
Business Days after the date it is submitted to the Corporation.

Forward Trade

The term “Forward Trade” means a trade, including an Eligible Conversion Trade, whose
Scheduled Settlement Date is one or more Business Days after the date it is submitted to
the Corporation. For purposes of this definition, if the trade is a Repo Transaction, the
Start and End Legs of the Transaction should be considered as separate trades.

Forward Unallocated Sub Mark

The term “Forward Unallocated Sub Mark™ means, on a particular Business Day, as regards
an outstanding Repo Transaction, the sum of: (1) the Accrued Repo Interest-to-Date
applicable to such transaction and (2) the Repo Interest Rate Differential applicable to such
transaction.

FRB

The term “FRB” means the Board of Governors of the Federal Reserve System and each
Federal Reserve Bank, as appropriate.
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Freddie Mac
The term “Freddie Mac” means the Federal Home Loan Mortgage Corporation.
Full-Sized Trade

The term “Full-Sized Trade” means a trade that is submitted to the Corporation in the full-
size dollar amount in which it was executed as opposed to being submitted in an equivalent
amount of $50 million pieces and a single tail.

Funds-Only Settlement Amount

The term “Funds-Only Settlement Amount” means the net dollar amount of a Netting
Member’s obligation, calculated pursuant to Rule 13, either to make a funds-only payment
to the Corporation or to receive a funds-only payment from the Corporation.

Funds-Only Settlement Payments Procedures Agreement

The term “Funds-Only Settlement Payments Procedures Agreement” means an agreement
among the Corporation, a Netting Member and a depository institution that provides for
the payment and collection of Funds-Only Settlement Amounts by the depository
institution on behalf of the Corporation and the Netting Member.

Funds-Only Settling Bank Member

The term “Funds-Only Settling Bank Member” means a bank, trust company or other entity
specified in Section 4 of Rule 13 which has qualified pursuant to the provisions of Rule 13
and which is a party to an effective “Appointment of Funds-Only Settling Bank and Funds-
Only Settling Bank Agreement” whereby the Funds-Only Settling Bank undertakes to
perform funds-only settlement services for the Netting Member which also is a party
thereto. The term “Funds-Only Settling Bank Member” shall be used interchangeably with
the term “Funds-Only Settling Bank”

Futures Commission Merchant

The term “Futures Commission Merchant” shall have the meaning set forth in the
definitions section of the Commodity Exchange Act, except that no entity shall be deemed
to be a Futures Commission Merchant for purposes of these Rules unless it is registered as
such with the CFTC.

Futures Commission Merchant Netting Member

The term “Futures Commission Merchant Netting Member” shall have the meaning given
that term in Section 3 of Rule 2A.
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GC Collateral Return Entitlement

The term “GC Collateral Return Entitlement” means the entitlement of a Sponsoring
Member or Sponsored Member, as applicable, to receive the Purchased GC Repo Securities
in exchange for cash at the End Leg of a Sponsored GC Trade.

GC Collateral Return Obligation

The term “GC Collateral Return Obligation” means the obligation of a Sponsoring Member
or Sponsored Member, as applicable, to deliver the Purchased GC Repo Securities in
exchange for cash at the End Leg of a Sponsored GC Trade.

GC Comparable Securities

The term “GC Comparable Securities” means, in relation to a Sponsored GC Trade, any
GC Repo Securities that are represented by the same Generic CUSIP Number as the GC
Repo Securities that were transferred in the Start Leg of the Sponsored GC Trade, as set
forth in the Schedule of GC Comparable Securities.

GC Daily Repo Interest

The term “GC Daily Repo Interest” means the daily interest amount that is payable under
a Sponsored GC Trade.

GC Funds Borrower

The term “GC Funds Borrower” means a Sponsoring Member or Sponsored Member, as
applicable, that has a GC Collateral Return Entitlement and associated cash payment
obligation.

GC Funds Lender

The term “GC Funds Lender” means a Sponsoring Member or Sponsored Member, as
applicable, that has a GC Collateral Return Obligation and associated cash payment
entitlement.

GC Interest Rate Mark

The term “GC Interest Rate Mark™ means, on a particular Business Day as regards any
Sponsored GC Trade where the End Leg is not scheduled to settle on that day, the product
of the principal value of the Sponsored GC Trade on the Scheduled Settlement Date for its
End Leg multiplied by a factor equal to the absolute difference between the System Repo
Rate established by the Corporation for such Sponsored GC Trade and its Contract Repo
Rate, and then multiplied by a fraction, the numerator of which is the number of calendar
days from the current day until the Scheduled Settlement Date for the End Leg of the
Sponsored GC Trade and the denominator of which is 360. If the Sponsored GC Trade’s
Contract Repo Rate is greater than its System Repo Rate, then the GC Interest Rate Mark
shall be a positive value for the GC Funds Lender, and a negative value for the GC Funds
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Borrower. If the Sponsored GC Trade’s Contract Repo Rate is less than its System Repo
Rate, then the GC Interest Rate Mark shall be a positive value for the GC Funds Borrower,
and a negative value for the GC Funds Lender.

GC Repo Security

The term “GC Repo Security” means an Eligible Security that is only eligible for
submission to the Corporation in connection with the comparison and Novation of
Sponsored GC Trades.

GC Start Leg Market Value

The term “GC Start Leg Market Value” means, in relation to a Sponsored GC Trade, the
market value of the GC Repo Securities transferred in the Start Leg of the Sponsored GC
Trade, measured as of the date of the settlement of the Start Leg of such Sponsored GC
Trade.

GCF-Authorized Inter-Dealer Broker

The term “GCF-Authorized Inter-Dealer Broker” means a Repo Broker that the
Corporation has designated as eligible to submit to the Corporation data on GCF Repo
Transactions on a Locked-In Basis. The Corporation may rescind at any time, immediately
effective upon issuance of an Important Notice to the membership, its designation of a
Repo Broker as eligible to submit to the Corporation data on GCF Repo Transactions.

GCF Clearing Agent Bank

The term “GCF Clearing Agent Bank™ means a Clearing Agent Bank that has agreed to
provide the Corporation, upon request, under mutually agreeable terms, with clearing
services for GCF Repo Transactions.

GCF Counterparty

The term “GCF Counterparty” means a Netting Member, other than a Repo Broker, that is
a counterparty (or is acting as Submitting Member for an Executing Firm that is the
counterparty) to a GCF-Authorized Inter-Dealer Broker with regard to a GCF Repo
Transaction.

GCF Forward Mark

The term “GCF Forward Mark” means, on a particular Business Day as regards any GCF
Repo Transaction that is not scheduled to settle on that day, the sum of the Accrued Repo
Interest-to-Date, the GCF Forward Starting Interest Rate Mark and the GCF Interest Rate
Mark on such GCF Repo Transaction.
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GCF Forward Mark Adjustment Payment

The term “GCF Forward Mark Adjustment Payment” means, on a particular Business Day,
as regards a Member’s Forward Net Settlement Position in GCF Repo Transactions, the
payment as it relates to the Member’s GCF Forward Mark.

GCF Forward Starting Interest Rate Mark

The term “GCF Forward Starting Interest Rate Mark™ means, on a particular Business Day,
as regards a Forward-Starting Repo Transaction that is a GCF Repo Transaction during its
Forward-Starting Period, the product of the principal value of the GCF Repo Transaction
on the Scheduled Settlement Date for its Start Leg multiplied by a factor equal to the
absolute difference between the System Repo Rate established by the Corporation for such
GCF Repo Transaction and its Contract Repo Rate, and then multiplied by a fraction, the
numerator of which is the number of calendar days from the Scheduled Settlement Date
for the Start Leg of the GCF Repo Transaction until the Scheduled Settlement Date for the
End Leg of the GCF Repo Transaction, and the denominator of which is 360. If the GCF
Repo Transaction’s Contract Repo Rate is greater than its System Repo Rate, then the GCF
Forward Starting Interest Rate Mark shall be a positive value for the Reverse Repo Party,
and a negative value for the Repo Party. If the GCF Repo Transaction’s Contract Repo
Rate is less than its System Repo Rate, then the GCF Forward Starting Interest Rate Mark
shall be a positive value for the Repo Party, and a negative value for the Reverse Repo
Party. The term “GCF Forward Starting Interest Rate Mark™ means, as regards a Forward
Net Settlement Position, the sum of all the GCF Forward Starting Interest Rate Marks on
each of the Forward Trades that compose such Forward Net Settlement Position.

GCF Interest Adjustment Payment

The term “GCF Interest Adjustment Payment” means, as regards a GCF Forward Mark
Adjustment Payment, the product of the GCF Forward Mark Adjustment Payment
multiplied by the applicable Overnight Investment Rate multiplied by a fraction, the
numerator of which is the number of calendar days between the previous Business Day and
the current Business Day, and the denominator of which is 360.

GCF Interest Rate Mark

The term “GCF Interest Rate Mark™ means, on a particular Business Day as regards any
GCF Repo Transaction that is not scheduled to settle on that day, the product of the
principal value of the GCF Repo Transaction on the Scheduled Settlement Date for its End
Leg multiplied by a factor equal to the absolute difference between the Repo Rate
established by the Corporation for such GCF Repo Transaction and its Contract Repo Rate,
and then multiplied by a fraction, the numerator of which is the number of calendar days
from the current day until the Scheduled Settlement Date for the End Leg of the GCF Repo
Transaction and the denominator of which is 360. If the GCF Repo Transaction’s Contract
Repo Rate is greater than its System Repo Rate, then the GCF Interest Rate Mark shall be
a positive value for the Reverse Repo Party, and a negative value for the Repo Party. If the
GCF Repo Transaction’s Contract Repo Rate is less than its System Repo Rate, then the
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GCF Interest Rate Mark shall be a positive value for the Repo Party, and a negative value
for the Reverse Repo Party. The term “GCF Interest Rate Mark” means, as regards a GCF
Net Settlement Position, the sum of all the GCF Interest Rate Mark Payments on each of
the GCF Repo Transactions that compose such GCF Net Settlement Position.

GCF Net Funds Borrower Position

The term “GCF Net Funds Borrower Position” means, with respect to a particular Generic
CUSIP Number, both the amount of funds that a Netting Member has borrowed as the net
result of its outstanding GCF Repo Transactions and CCIT Transactions on a particular
Business Day and the equivalent amount of Eligible Netting Securities and/or cash that
such Netting Member is obligated, pursuant to Rule 20, to allocate to the Corporation to
secure such borrowing (such Netting Member holding a GCF Net Funds Borrower
Position, a “GCF Net Funds Borrower”). The GCF Net Funds Borrower Position shall
represent a Netting Member’s position with respect to GCF Repo Transaction and CCIT
Transaction activity processed by the Corporation on a particular Business Day prior to
net-of-net settlement that occurs pursuant to the applicable paragraph of Section 3 of Rule
20.

GCF Net Funds Lender Position

The term “GCF Net Funds Lender Position” means, with respect to a particular Generic
CUSIP Number, both the amount of funds that a Netting Member or CCIT Member has
lent as the result of its outstanding GCF Repo Transactions or its outstanding CCIT
Transactions, as applicable, on a particular Business Day and the equivalent amount of
Eligible Netting Securities and/or cash that such Netting Member or CCIT Member, as
applicable, is entitled, pursuant to Rule 20, to be allocated for its benefit to secure such
loan (such Netting Member or CCIT Member holding a GCF Net Funds Lender Position,
a “GCF Net Funds Lender”). The GCF Net Funds Lender Position shall represent a Netting
Member’s or CCIT Member’s position, as applicable, with respect to GCF Repo
Transaction and CCIT Transaction activity, as applicable, processed by the Corporation on
a particular Business Day prior to net-of-net settlement that occurs pursuant to the
applicable paragraph of Section 3 of Rule 20.

GCF Net Settlement Position

The term “GCF Net Settlement Position” means, on a particular Business Day as regards a
Netting Member’s GCF Repo Transaction activity and CCIT Transaction activity in a
particular Generic CUSIP Number, either a GCF Net Funds Lender Position or a GCF Net
Funds Borrower Position, as the context requires.

GCF Repo Allocation Waterfall MRA

The term “GCF Repo Allocation Waterfall MRA” shall have the meaning given to such
term in Section 3b of Rule 20.
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GCF Repo Security

The term “GCF Repo Security” means an Eligible Security or an Eligible Netting Security
that is only eligible for submission to the Corporation in connection with the comparison,
netting and/or settlement of GCF Repo Transactions or CCIT Transactions.

GCF Repo®" Service

The term “GCF Repo Service” means the service offered by the Corporation to compare,
net and settle GCF Repo Transactions.

GCF Repo Transaction

The term “GCF Repo Transaction” means a Repo Transaction involving Generic CUSIP
Numbers the data on which are submitted to the Corporation on a Locked-In-Trade basis
pursuant to the provisions of Rule 6C, for netting and settlement by the Corporation
pursuant to the provisions of Rule 20.

GCF Transaction Adjustment Payment

The term “GCF Transaction Adjustment Payment” means, as regards a Netting Member,
the total repo interest on the Netting Member’s GCF Repo Transactions and CCIT
Transactions, as applicable, for which the Scheduled Settlement Date for the End Leg of
such GCF Repo Transactions and CCIT Transactions, as applicable, is the next Business
Day.

General Collateral Repo Transaction

The term “General Collateral Repo Transaction” means a Repo Transaction, other than a
GCF Repo Transaction or Sponsored GC Trade (unless the context indicates otherwise),
with a Generic CUSIP Number.

Generic CUSIP Number

The term “Generic CUSIP Number” means a Committee on Uniform Securities
Identification Procedures identifying number established for a category of securities, as
opposed to a specific security. The Corporation shall use separate Generic CUSIP Numbers
for General Collateral Repo Transactions, GCF Repo Transactions, CCIT Transactions and
Sponsored GC Trades.

Ginnie Mae

The term Ginnie Mae means the Government National Mortgage Association.

¥

GCF Repo is a registered trademark of the Fixed Income Clearing Corporation.
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Government Securities Broker

The term “Government Securities Broker” shall have the meaning given that term in
Section 3(a)(43) of the Exchange Act, unless otherwise provided in these Rules.

Government Securities Dealer

The term “Government Securities Dealer” shall have the meaning given that term in
Section 3(a)(44) of the Exchange Act, unless otherwise provided in these Rules.

Government Securities Division or GSD

The term “Government Securities Division” or “GSD” means the division of the Fixed
Income Clearing Corporation that provides clearing and other services related to Eligible
Securities.

Government Securities Issuer

The term “Government Securities Issuer” means an entity that issues “government
securities”, as that term is defined in subparagraphs (A), (B), and (C) of Section 3(a)(42)
of the Exchange Act.

Government Securities Issuer Netting Member

The term “Government Securities Issuer Netting Member” shall have the meaning given
that term in Section 3 of Rule 2A.

Government Sponsored Enterprise

The term “Government Sponsored Enterprise” shall mean Fannie Mae, Ginnie Mae,
Federal Home Loan Banks, or Freddie Mac.

GSD Margin Group

The term “GSD Margin Group” means the GSD Accounts within a Margin Portfolio of a
Member.

Haircut Deficit

The term “Haircut Deficit” means, as regards any Sponsored Member Trade, the amount,
if any, by which the Initial Haircut exceeds the Current Haircut.

Haircut Surplus

The term “Haircut Surplus” means, as regards any Sponsored Member Trade, the amount,
if any, by which the Current Haircut exceeds the Initial Haircut.
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Historical Cover 1 Liquidity Requirement

The term “Historical Cover 1 Liquidity Requirement” means the largest Liquidity Need of
a Netting Member or family of affiliated Netting Members during the applicable Look-
Back Period as determined by the Corporation.

Holiday

The term “Holiday” means, with respect to the Holiday Charge, any day on which the
Corporation is closed, but the day is not observed as a holiday by the Securities Industry
and Financial Markets Association and the bond markets are open.

Holiday Charge

The term “Holiday Charge” means an additional charge that may be added to Netting
Members’ VaR Charge on the Business Day prior to a Holiday. The Holiday Charge
approximates the exposure that a Netting Member’s trading activity on the applicable
Holiday could pose to the Corporation. Since the Corporation cannot collect margin on
the Holiday, the Holiday Charge is due on the Business Day prior to the applicable Holiday.

The methodology for calculating a Holiday Charge shall be determined by the Corporation
in advance of each applicable Holiday. The Holiday Charge approximates each Netting
Member’s Required Fund Deposit to address the exposure such Netting Member’s trading
activity on the applicable Holiday could pose to the Corporation. The Corporation shall
have the discretion to calculate the Holiday Charge based on its assessment of market
conditions at the time the Holiday Charge is calculated (such as, for example, significant
market occurrences that could impact market price volatility). The Corporation shall
inform Netting Members of the methodology it will use to calculate the Holiday Charge by
an Important Notice issued no later than 10 Business Days prior to the day on which the
applicable Holiday Charge is applied. Examples of potential methodologies for the
Holiday Charge may include, but shall not be limited to, time scaling of the VaR Charge
or a stress scenario that reflects potential market price volatility on the Holiday.

Indemnified Person

The term “Indemnified Person” shall have the meaning given to that term in Section 9(ii1)
of Rule 3.

Indirect Affected Member

The term “Indirect Affected Member” has the meaning assigned in Section 2a(b)(i)(E) of
Rule 22A.

Individual Regular Amount

The term “Individual Regular Amount” means the portion of the Aggregate Regular
Amount that is allocated to each Netting Member by the Corporation in accordance with
Section 2a(b)(iii) of Rule 22A.
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Individual Supplemental Amount

The term “Individual Supplemental Amount” means the portion of the Aggregate
Supplemental Amount that is allocated to each Netting Member by the Corporation in
accordance with Section 2a(b)(iv) of Rule 22A.

Individual Total Amount

The term “Individual Total Amount” means the sum of a Netting Member’s Individual
Regular Amount plus such Netting Member’s Individual Supplemental Amount.

Initial Haircut

The term “Initial Haircut” means, (i) as regards any Sponsored Member Trade that is not a
Sponsored GC Trade, the absolute value of the dollar difference, if any, between the Market
Value of the Sponsored Member Trade, as of the settlement date of the Start Leg, and the
Contract Value of the Start Leg of the Sponsored Member Trade and (ii) as regards any
Sponsored GC Trade, any difference between (x) the Contract Value of the Start Leg of
the Sponsored GC Trade and (y) the GC Start Leg Market Value.

Insurance Company

The term “Insurance Company” shall have the meaning given that term in Section 2(a)(17)
of the Investment Company Act of 1940, as amended.

Insurance Company Netting Member

The term “Insurance Company Netting Member” shall have the meaning given that term
in Section 3 of Rule 2A.

Interactive Submission Method

The term “Interactive Submission Method” means a trade submission method that is used
to submit data on individual trades to the Corporation immediately after trade execution
pursuant to communications links, formats, timeframes, and deadlines established by the
Corporation for such purpose. The Interactive Submission Method is a computer-to-
computer interface, where the trade is fed to the Corporation’s computer directly from the
submitter’s computer.

Inter-Dealer Broker

The term “Inter-Dealer Broker” means a Person which is in the business of buying and
selling securities as agent on behalf of dealers and is registered under Section 15 or Section
15C of the Exchange Act.
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Inter-Dealer Broker Netting Member

The term “Inter-Dealer Broker Netting Member” shall have the meaning set forth in
Section 3 of Rule 2A.

Interest Adjustment Payment

The term “Interest Adjustment Payment” means, as regards a Forward Mark Adjustment
Payment, the product of the Forward Mark Adjustment Payment multiplied by the
applicable Overnight Investment Rate and then multiplied by a fraction, the numerator of
which is the number of calendar days between the previous Business Day and the current
Business Day and the denominator of which is 360. The term “Interest Adjustment
Payment” means, as regards a Sponsored GC Trade, the product of the GC Interest Rate
Mark multiplied by the applicable Overnight Investment Rate and then multiplied by a
fraction, the numerator of which is the number of calendar days between the previous
Business Day and the current Business Day and the denominator of which is 360.

Interest Rate Mark

The term “Interest Rate Mark” means, on a particular Business Day as regards a Forward-
Starting Repo Transaction during its Forward-Starting Period, the product of the principal
value of the Repo Transaction on the Scheduled Settlement Date for its Start Leg multiplied
by a factor equal to the absolute difference between the System Repo Rate established by
the Corporation for such Repo Transaction and its Contract Repo Rate, and then multiplied
by a fraction, the numerator of which is the number of calendar days from the Scheduled
Settlement Date for the Start Leg of the Repo Transaction until the Scheduled Settlement
Date for the End Leg of the Repo Transaction and the denominator of which is 360. If the
Repo Transaction’s Contract Repo Rate is greater than its System Repo Rate, then the
Interest Rate Mark shall be a positive value for the Reverse Repo Party, and a negative
value for the Repo Party. If the Repo Transaction’s Contract Repo Rate is less than its
System Repo Rate, then the Interest Rate Mark shall be a positive value for the Repo Party,
and a negative value for the Reverse Repo Party. The Interest Rate Mark for any Repo
Transaction other than a Forward-Starting Repo Transaction during its Forward-Starting
Period, and for any trade other than a Repo Transaction, shall be zero. The term “Interest
Rate Mark™ means, as regards a Forward Net Settlement Position, the sum of all the Interest
Rate Marks on each of the Forward Trades that compose such Forward Net Settlement
Position. Notwithstanding the above, the term “Interest Rate Mark” shall not apply to GCF
Repo Transactions or CCIT Transactions.

Interested Person

The term “Interested Person” means a Member or an applicant for membership, in the
Comparison System or in the Netting System.

45



Intraday Supplemental Fund Deposit

The term “Intraday Supplemental Fund Deposit” means the additional deposit to the
Clearing Fund required by the Corporation from a Member intraday pursuant to the
provisions of Rule 4.

Investment Company

The term “Investment Company” shall have the meaning given that term in Section 3 of
the Investment Company Act of 1940, as amended.

Invoice Amount

The term “Invoice Amount” means all fee amounts due and owing from a Netting Member
or CCIT Member, as applicable, to the Corporation on a particular Business Day.

Issue Date

The term “Issue Date” means, as regards an Auction Purchase, the date on which the
Eligible Treasury Securities that comprise such Auction Purchase are issued.

Joint Account

The term “Joint Account” means two or more CCIT Members represented by a Joint
Account Submitter.

Joint Account Submitter

The term “Joint Account Submitter” means an authorized entity that (i) is acting as agent
for two or more CCIT Members who are trading and submitting CCIT Transactions as a
Joint Account and (ii) has been appointed by each such CCIT Member pursuant to a Joint
Account Submitter Agreement.

Joint Account Submitter Agreement

The term “Joint Account Submitter Agreement” means the agreement required in Rule 3B
to be signed and delivered to the Corporation by each CCIT Member that elects to appoint
a Joint Account Submitter.

Legal Entity Identifier

The term “Legal Entity Identifier” means a 20-character reference code to uniquely identify
legally distinct entities that engage in financial transactions. The Legal Entity Identifier is
based on the ISO 17442 standard developed by the International Organization for
Standardization and satisfies the standards implemented by the Global Legal Entity
Identifier Foundation.
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Legal Risk

The term “Legal Risk” shall have the meaning given that term in Section 2 of Rule 4.
Lender

The term “Lender” shall have the meaning given that term in Section 11 of Rule 4.
Liquid Capital

The term “Liquid Capital” means, as of a particular date, the amount equal to the liquid
capital of a Government Securities Broker or Government Securities Dealer as defined in
17 C.F.R. Section 402.2(d), or any successor rule or regulation thereto.

Liquidating Trade

The term “Liquidating Trade” has the meaning assigned in Section 2a(b)(i)(G) of Rule
22A.

Liquidity Buffer

The term “Liquidity Buffer” means the product of the Liquidity Percentage multiplied by
the Historical Cover 1 Liquidity Requirement subject to a minimum of $15 billion.

Liquidity Need

The term “Liquidity Need” means the sum of a Netting Member’s Receive Obligations and
Funds-Only Settlement Amounts.

Liquidity Percentage

The term “Liquidity Percentage” means a percentage determined by the Corporation in its
sole discretion. Such percentage will be influenced by the Historical Cover 1 Liquidity
Requirements over various time horizons and business trends related to the Corporation’s
ability to maintain sufficient financial resources.

Liquidity Tier

The term “Liquidity Tier” means a stratum of Liquidity Needs, as determined in the
Corporation’s sole discretion, that the Corporation defines to group Netting Members’
liquidity needs into discrete numeric ranges.

Locked-In Comparison

The term “Locked-In Comparison” means the comparison of a Locked-In Trade by the
receipt by the Corporation of data from a Locked-In Trade Source.
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Locked-In Trade

The term “Locked-In Trade” means a trade, involving Eligible Securities, that is deemed a
Compared Trade once the data on such trade is received from a single, designated source
and meets the requirements for submission of data on a Locked-In Trade pursuant to these
Rules, without the necessity of matching the data regarding the trade with data provided
by each Member that is or is acting on behalf of an original counterparty to the trade. The
data regarding a Locked-In Trade are provided to the Corporation by a Locked-In Trade
Source that has been authorized by a Member that is a party to the trade (or that is acting
on behalf of an entity that is a party to the trade) to provide such data to the Corporation.

Locked-In Trade Source

The term “Locked-In Trade Source” means a source of data on Locked-In Trades that the
Corporation has so designated, subject to such terms and conditions as to which the
Locked-In Trade Source and the Corporation may agree.

Look-Back Period

The term “Look-Back Period” means a period of time determined by the Corporation in its
sole discretion over which the Corporation analyzes Netting Members’ Liquidity Needs in
order to determine the Historical Cover 1 Liquidity Requirement.

Long Transaction

The term “Long Transaction” means, with regard to Eligible Netting Securities, a purchase,
Auction Purchase, Start Leg for the Reverse Party, and End Leg for the Repo Party.

Loss Allocation Cap

The term “Loss Allocation Cap” shall have the meaning given that term in Section 7 of
Rule 4.

Loss Allocation Notice

The term “Loss Allocation Notice” shall have the meaning given that term in Section 7 of
Rule 4.

Loss Allocation Withdrawal Notice

The term “Loss Allocation Withdrawal Notice” shall have the meaning given that term in
Section 7b of Rule 4.
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Margin Liquidity Adjustment Charge or MLA Charge

The terms “Margin Liquidity Adjustment Charge” or “MLA Charge” mean, with respect
to each Margin Portfolio, an additional charge applied to Net Unsettled Positions of a
Member. The MLA Charge shall be calculated daily and shall be included in each
Member’s Required Fund Deposit.

For purposes of calculating this charge, Net Unsettled Positions shall be categorized into
the following asset groups: (a) U.S. Treasury securities, which shall be further categorized
into subgroups by maturity; (b) Treasury-Inflation Protected Securities (“TIPS”), which
shall be further categorized into subgroups by maturity; (c) U.S. agency bonds; and
(d) mortgage pools, which may be further categorized into subgroups by mortgage pool

types.

The asset groups and subgroups shall be set forth in a schedule that is published on the
Corporation’s website. It shall be the Member’s responsibility to retrieve the schedule.
The Corporation will provide Members with at a minimum 5 Business Days’ advance
notice of any change to the schedule via an Important Notice.

The Corporation shall first calculate a measurement of market impact cost for Net
Unsettled Positions in each of the asset groups/subgroups, as described below:

(i) For Net Unsettled Positions in U.S. Treasury securities maturing in less than one
year and TIPS, the directional market impact cost should be used, which is a
function of the Net Unsettled Position’s net directional market value;

(i) For all other Net Unsettled Positions, two components shall be added together:
(1) the directional market impact cost, as described above, and (2) the basis cost,
which is based on the Net Unsettled Position’s gross market value.

For all asset groups/subgroups, the net directional market value and the gross market value
shall be divided by the average daily volumes of the securities in that asset group/subgroup
over a lookback period.

The calculated market impact cost for Net Unsettled Positions in an asset group/subgroup
shall be compared to a portion of the VaR Charge that is allocated to that asset
group/subgroup. If the ratio of the calculated market impact cost to a portion of the VaR
Charge is greater than a threshold, to be determined by the Corporation from time to time,
an MLA Charge will be applied to that asset group/subgroup. If the ratio of these two
amounts is equal to or less than this threshold, the MLA Charge will not be applied to that
asset group/subgroup.

When applicable, an MLA Charge for each asset group/subgroup would be calculated as a
proportion of the product of (1) the amount by which the ratio of the calculated market
impact cost to a portion of the VaR Charge allocated to that asset group/subgroup exceeds
the threshold, and (2) a portion of the VaR Charge allocated to that asset group/subgroup.

Each applicable MLA Charge for each asset group/subgroup shall be added together to
result in one total MLA Charge.

The Corporation may apply a downward adjusting scaling factor based on the ratio of the
calculated market impact cost to a portion of the VaR Charge to result in a final MLA
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Charge, where a higher ratio would trigger a larger downward adjustment of the MLA
Charge and a lower ratio would trigger no downward adjustment of the MLA Charge.

If a Sponsored Member clears through multiple accounts sponsored by multiple
Sponsoring Members, for each such account, the Corporation shall calculate both (1) an
MLA Charge for each asset group/subgroup in the account on a standalone basis, as
provided above, and (2) an MLA Charge for each asset group/subgroup in the account as
part of a consolidated portfolio, as provided below, with the higher amount applied as the
MLA Charge for the relevant asset group/subgroup. The applicable MLA Charge for each
asset group/subgroup shall be added together to result in one total MLA Charge for the
account.

For purposes of calculating the MLA Charge for each asset group/subgroup in the account
as part of a consolidated portfolio, the market impact cost for the asset group/subgroup is
calculated based on the aggregate Net Unsettled Positions of that asset group/subgroup in
the consolidated portfolio. The calculated market impact cost for each asset
group/subgroup in the consolidated portfolio shall be allocated on a pro rata basis to each
asset group/subgroup in each of the accounts based on the market impact cost of that asset
group/subgroup in the account.

The allocated market impact cost for an asset group/subgroup shall be compared to a
portion of the VaR Charge that is allocated to that asset group/subgroup in the account. If
the ratio of the allocated market impact cost to a portion of the VaR Charge is greater than
a threshold to be determined by the Corporation from time to time, an MLA Charge will
be applied to that asset group/subgroup. If the ratio of these two amounts is equal to or
less than this threshold, the MLA Charge will not be applied to that asset group/subgroup.

When applicable, the MLA Charge for each asset group/subgroup in the account as part of
a consolidated portfolio would be calculated as a proportion of the product of (1) the
amount by which the ratio of the allocated market impact cost for the asset group/subgroup
to the portion of the VaR Charge allocated to that asset group/subgroup exceeds a
threshold, to be determined by the Corporation from time to time, and (2) a portion of the
VaR Charge allocated to that asset group/subgroup.

Margin Portfolio

The term “Margin Portfolio” means one or more Accounts and, as applicable, a Market
Professional Cross-Margining Account, as a Netting Member shall designate in accordance
with the provisions of Rule 4 and/or any applicable Cross-Margining Arrangement for the
purpose of calculating the Member’s Required Fund Deposit and, as applicable, the
Member’s Market Professional Required Fund Deposit.

Margin Proxy

The term “Margin Proxy” means, with respect to each Margin Portfolio, an alternative
volatility calculation for specified Net Unsettled Positions of a Netting Member, calculated
using historical market price changes of such U.S. Treasury and agency pass-through
mortgage-backed securities indices determined by the Corporation. The Margin Proxy
would be applied by the Corporation as an alternative to the model-based volatility

50



calculation of the VaR Charge for each Netting Member’s Margin Portfolio. The Margin
Proxy shall cover such range of historical market price moves and parameters as the
Corporation from time to time deems appropriate.

Market Professional

The term “Market Professional” means an entity, other than a Non-Customer, that is a party
to a Market Professional Agreement for Cross-Margining.

Market Professional Agreement for Cross-Margining

The term “Market Professional Agreement for Cross-Margining” means an agreement, in
the form approved by the Corporation and the relevant FCO, pursuant to which a Market
Professional authorizes its Eligible Positions and margin to be carried in a Market
Professional Cross-Margining Account.

Market Professional Cross-Margining Account

The term “Market Professional Cross-Margining Account” means, as applicable: (i) a
cross-margined Account that is carried for a Netting Member by the Corporation and that
is limited to Eligible Positions and margin of Market Professionals; or (ii) an Account that
is carried by a Netting Member for, and that is limited to, Eligible Positions and margin of,
Market Professionals that are party to a Market Professional Agreement for Cross-
Margining.

Market Value

The term “Market Value” means, on a particular Business Day, the amount in dollars equal
to: (1) as regards a trade other than a Repo Transaction, the System Price established by
the Corporation for the underlying Eligible Netting Securities, multiplied by the par value
of such Securities, plus accrued coupon interest that has accrued with regard to such
Securities calculated to their Scheduled Settlement Date, (2) as regards a Repo Transaction
other than a GCF Repo Transaction, the System Price established by the Corporation for
the underlying Eligible Netting Securities, multiplied by the par value of such Securities,
plus accrued coupon interest that has accrued with regard to such Securities calculated to
that Business Day, and (3) as regards a GCF Repo Transaction, the principal value of the
GCF Repo Transaction.

Maturity Value

The term “Maturity Value” means, as regards a Net Settlement Position or Deliver
Obligation, the Redemption Value of the Eligible Netting Securities that comprise such
Net Settlement Position or Deliver Obligation.

Member

The term “Member” means a Comparison-Only Member or a Netting Member. The term
“Member” shall include a Sponsoring Member in its capacity as a Sponsoring Member and
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a Sponsored Member, each to the extent specified in Rule 3A. The term “Member” shall
include a CCIT Member to the extent specified in Rule 3B.

Minimum Charge

The term “Minimum Charge” means the minimum amount of each Member’s Required
Fund Deposit, as applicable, before application of special premiums and amounts
applicable under these rules.

Miscellaneous Adjustment Amount

The term “Miscellaneous Adjustment Amount” means the net total of all miscellaneous
funds-only amounts that, on a particular Business Day, are required to be paid by a Netting
Member or CCIT Member, as applicable, to the Corporation and/or are entitled to be
collected by a Member (including a CCIT Member, as applicable) from the Corporation.

Money Tolerance

The term “Money Tolerance” means the amount, as stated in the Schedule of Money
Tolerances, by which Data for a Required Match Data item involving dollar amounts
submitted by two Members can differ and still be compared by the Corporation pursuant
to these Rules.

Mortgage-Backed Securities Division

The term “Mortgage-Backed Securities Division” means the division of the Fixed Income
Clearing Corporation that provides clearing and other services related to mortgage-backed
securities.

Mortgage-Backed Securities Division Cash Settling Bank Participant

The term “Mortgage-Backed Securities Division Cash Settling Bank Participant” means
an entity that qualifies as a Mortgage-Backed Securities Division cash settling bank
participant under the rules of the Mortgage-Backed Securities Division and has been
approved as such by the Corporation.

Mortgage-Backed Securities Division Participant

The term Mortgage-Backed Securities Division Participant means a participant, limited
purpose participant or an EPN user utilizing the services of the Mortgage-Backed
Securities Division.

Multilateral Clearing Agency

The term “Multilateral Clearing Agency” shall have the meaning given to it in Section
408(1) of the Federal Deposit Insurance Corporation Improvement Act.
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Multiple Batch Submission Method

The term “Multiple Batch Submission Method” means a trade submission method that is
used to submit multiple batches of trade data to the Corporation throughout the day
pursuant to communications links, formats, timeframes, and deadlines established by the
Corporation for such purpose.

Net Assets

The term “Net Assets” shall mean the difference between the total assets and the total
liabilities of a Netting Member or CCIT Member, as applicable.

Net Capital

The term “Net Capital” means, as of a particular date, the amount equal to the net capital
of a broker or dealer as defined in SEC Rule 15¢3-1(c)(2), or any successor rule or
regulation thereto.

Net Clearance Difference Amount

The term “Net Clearance Difference Amount” means the absolute value of the dollar
difference on a particular Business Day for a Netting Member between the total of all
Credit Clearance Difference Amounts and the total of all Debit Clearance Difference
Amounts. If the total of all of the Credit Clearance Difference Amounts is greater than of
all of the Debit Credit Difference Amounts, then the Net Clearance Difference Amount
shall be a positive dollar amount owing from the Corporation to the member. If the total
of all the Credit Clearance Difference Amounts is less than the total of all of the Debit
Clearance Difference Amounts, then the Net Clearance Difference Amount shall be a
negative dollar amount owing from the Member to the Corporation.

Net Coupon Adjustment Payment

The term “Net Coupon Adjustment Payment” means the absolute value of the dollar
difference on a particular Business Day for a Netting Member between the total of all
Credit Coupon Adjustment Payments and the total of all Debit Coupon Adjustment
Payments. If the total of all of the Credit Coupon Adjustment Payments is greater than of
all of the Debit Coupon Adjustment Payments, then the Net Coupon Adjustment Payment
shall be a positive dollar amount owing from the Corporation to the member. If the total
of all the Credit Coupon Adjustment Payment is less than the total of all of the Debit
Coupon Adjustment Payments, then the Net Coupon Adjustment Payment shall be a
negative dollar amount owing from the Member to the Corporation.

Net Delivery Differential Adjustment Payment

The term “Net Delivery Differential Adjustment Payment” means the absolute value of the
dollar difference, for a particular Member and Business Day, between the total of all the
Credit Delivery Differential Adjustment Payments and the total of all the Debit Delivery
Differential Adjustment Payments. If the total of all of the Credit Delivery Differential
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Adjustment Payments is greater than the total of all of the Debit Delivery Differential
Adjustment Payments, then the Net Delivery Differential Adjustment Payment shall be a
positive dollar amount owing from the Corporation to the Member. If the total of all of the
Credit Delivery Differential Adjustment Payments is less than the total of all of the Debit
Delivery Differential Adjustment Payments, then the Net Delivery Differential Adjustment
Payment shall be a negative dollar amount owing from the Member to the Corporation.

Net Fail Mark Adjustment Payment

The term “Net Fail Mark Adjustment Payment” means the absolute value of the dollar
difference on a particular Business Day for a Netting Member between the total of all
Credit Fail Mark Adjustment Payments and the total of all Debit Fail Mark Adjustment
Payments. If the total of all of the Credit Fail Mark Adjustment Payments is greater than
the total of all of the Debit Fail Mark Adjustment Payments, then the Net Fail Mark
Adjustment Payment shall be a positive dollar amount owing from the Corporation to the
Member. If the total of all of the Credit Fail Mark Adjustment Payments is less than the
total of all of the Debit Fail Mark Adjustment Payments, then the Net Fail Mark
Adjustment Payment shall be a negative dollar amount owing from the Member to the
Corporation.

Net Forward Mark Adjustment Payment

The term “Net Forward Mark Adjustment Payment” means the absolute value of the dollar
difference on a particular Business Day for a Netting Member between the total of all
Credit Forward Mark Adjustment Payments and the total of all of the Debit Forward Mark
Adjustment Payments. If the total of all of the Credit Forward Mark Adjustment Payments
is greater than the total of all of the Debit Forward Mark Adjustment Payments, then the
Net Forward Mark Adjustment Payment shall be a positive dollar amount owing from the
Corporation to the Member. If the total of all of the Credit Forward Mark Adjustment
Payments is less than the total of all of the Debit Forward Mark Adjustment Payments,
then the Net Forward Mark Adjustment Payment shall be a negative dollar amount owing
from the Member to the Corporation.

Net Funds Payor Position

The term “Net Funds Payor Position” means, with respect to a particular Generic CUSIP
Number, the funds amount equal to the difference between the previous Business Day’s
GCF Net Settlement Position (which includes CCIT Transaction activity as applicable) and
the current Business Day’s GCF Net Settlement Position (which includes CCIT
Transaction activity as applicable), where the difference results in a cash obligation for the
Netting Member or CCIT Member after net-of-net settlement occurs pursuant to the
applicable paragraph of Rule 20 (such Netting Member or CCIT Member holding a Net
Funds Payor Position, a “Net Funds Payor”).

Net Funds Receiver Position

The term “Net Funds Receiver Position” means, with respect to a particular Generic CUSIP
Number, the funds amount equal to the difference between the previous Business Day’s
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GCEF Net Settlement Position (which includes CCIT Transaction activity as applicable) and
the current Business Day’s GCF Net Settlement Position (which includes CCIT
Transaction activity as applicable), where the difference results in a cash credit for the
Netting Member or CCIT Member after net-of-net settlement occurs pursuant to the
applicable paragraph of Rule 20 (such Netting Member or CCIT Member holding a Net
Funds Receiver Position, a “Net Funds Receiver”).

Net Funds-Only Settlement Figure

The term “Net Funds-Only Settlement Figure” means the net amount of the Funds-Only
Settlement Amounts of the Netting Members for which a Funds-Only Settling Bank
Member is acting.

Net GCF Forward Mark Adjustment Payment

The term “Net GCF Forward Mark Adjustment Payment” means the absolute value of the
dollar difference on a particular Business Day for a Netting Member between the total of
all of the Credit GCF Forward Mark Adjustment Payments and the total of all of the Debit
GCF Forward Mark Adjustment Payments. If the total of all of the Credit GCF Forward
Mark Adjustment Payments is greater than the total of all of the Debit GCF Forward Mark
Adjustment Payments, then the Net GCF Forward Mark Adjustment Payment shall be a
positive dollar amount owing from the Corporation to the Member. If the total of all of the
Credit GCF Forward Mark Adjustment Payments is less than the total of all of the Debit
GCF Forward Mark Adjustment Payments, then the Net GCF Forward Mark Adjustment
Payment shall be a negative dollar amount owing from the Member to the Corporation.

Net GCF Interest Adjustment Payment

The term “Net GCF Interest Adjustment Payment” means the absolute value of the dollar
difference on a particular Business Day for a Netting Member between the total of all of
the Credit GCF Interest Adjustment Payments and the total of all of the Debit GCF Interest
Adjustment Payments. If the total of all of the Credit GCF Interest Adjustment Payments
is greater than the total of all of the Debit GCF Interest Adjustment Payments, then the Net
GCF Interest Adjustment Payment shall be a positive dollar amount owing from the
Corporation to the Member. If the total of all of the Credit GCF Interest Adjustment
Payments is less than the total of all of the Debit GCF Interest Adjustment Payments, then
the Net GCF Interest Adjustment Payment shall be a negative dollar amount owing from
the Member to the Corporation.

Net GCF Transaction Adjustment Payment

The term “Net GCF Transaction Adjustment Payment” means, on a particular Business
Day, the absolute value of the dollar difference between the total of all of the Credit GCF
Transaction Adjustment Payments and the total of all of the Debit GCF Transaction
Adjustment Payments for a Netting Member. If the total of all of the Credit GCF
Transaction Adjustment Payments is greater than the total of all of the Debit GCF
Transaction Adjustment Payments, then the Net GCF Transaction Adjustment Payment
shall be a positive dollar amount owing from the Corporation to the Member. If the total
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of all of the Credit GCF Transaction Adjustment Payments is less than the total of all of
the Debit GCF Transaction Adjustment Payments, then the Net GCF Transaction
Adjustment Payment shall be a negative dollar amount owing from the Member to the
Corporation.

Net Interest Adjustment Payment

The term “Net Interest Adjustment Payment” means the absolute value of the dollar
difference on a particular Business Day for a Netting Member between the total of all of
Credit Interest Adjustment Payments and the total of all Debit Interest Adjustment
Payments. If the total of all of the Credit Interest Adjustment Payments is greater than the
total of all of the Debit Interest Adjustment Payments, then the Net Interest Adjustment
Payment shall be a positive dollar amount owing from the Corporation to the Member. If
the total of all of the Credit Interest Adjustment Payments is less than the total of all of the
Debit Interest Adjustment Payments, then the Net Interest Adjustment Payment shall be a
negative dollar amount owing from the Member to the Corporation.

Net Long Position

The term “Net Long Position” means, with respect to each type of Eligible Netting
Security, the amount of Eligible Securities that a Netting Member either: (1) is obligated,
pursuant to Rule 12, to receive from the Corporation, or (2) will, on the Scheduled
Settlement Date for such Net Long Position, be obligated to receive from the Corporation,
as the context requires.

Net Redemption Adjustment Payment

The term “Net Redemption Adjustment Payment” means the absolute value of the dollar
difference on a particular Business Day for a Netting Member between the total of all
Credit Redemption Adjustment Payments and the total of all Debit Redemption
Adjustment Payments. If the total of all Credit Redemption Adjustment Payments is
greater than all of the Debit Redemption Adjustment Payments, then the Net Redemption
Adjustment Payment shall be a positive dollar amount owing from the Corporation to the
Member. If the total of all the Credit Redemption Adjustment Payments is less than the
total of all of the Debit Redemption Adjustment Payments, then the Net Redemption
Adjustment Payment shall be a negative amount owing from the Member to the
Corporation.

Net Settlement Position

The term “Net Settlement Position” means either a Net Short Position or a Net Long
Position, as the context requires.

Net Short Position

The term “Net Short Position” means, with respect to each type of Eligible Netting
Security, the amount of Eligible Netting Securities that a Netting Member either: (1) is
obligated, pursuant to Rule 12, to deliver to the Corporation, or (2) will, on the Scheduled
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Settlement Date for such Net Short Position, be obligated to deliver to the Corporation, as
the context requires.

Net Transaction Adjustment Payment

The term “Net Transaction Adjustment Payment” means the absolute value of the dollar
difference on a particular Business day for a Netting Member between the total of all Credit
Transaction Adjustment Payments and the total of all Debit Transaction Adjustment
Payments. If the total of all of the Credit Transaction Adjustment Payments is greater than
the total of all of the Debit Transaction Adjustment Payments, then the Net Transaction
Adjustment Payment shall be a positive dollar amount owing from the Corporation to the
Member. If the total of all of the Credit Transaction Adjustment Payments is less than the
total of all of the Debit Transaction Adjustment Payments, then the Net Transaction
Adjustment Payment shall be a negative dollar amount owing from the Member to the
Corporation.

Net Unsettled Positions

The term “Net Unsettled Positions” means Current Net Settlement Positions and Forward
Net Settlement Positions.

Net Worth

The term “Net Worth” means, as of a particular date, the amount equal to the excess of the
assets of a Person over the liabilities of such Person, computed in accordance with
generally accepted accounting principles, including liabilities that are subordinated to the
claims of creditors pursuant to a satisfactory subordination agreement, as defined in
Appendix D of 17 C.F.R. Section 240.15c3-1d for registered brokers and dealers, in 17
C.F.R. Section 1.17(h) for a Futures Commission Merchant that is not a registered broker-
dealer, and in 17 C.F.R. Section 402.2(d) for Government securities brokers and dealers.

Netting-Eligible Auction Purchase

The term “Netting-Eligible Auction Purchase” with respect to Treasury Department
auctions means any Auction Purchase other than an Auction Purchase of Eligible Treasury
Securities that are auctioned and issued on the same date.

Netting Member

The term “Netting Member” means a Member that is a Member of the Comparison System
and the Netting System.

Netting Member Account

The term “Netting Member Account” shall mean an Account maintained by the Netting
Member that contains the activity of the Netting Member that is submitted to the
Corporation. A Netting Member may elect to establish one or more Netting Member
Accounts.
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Netting Member Capital

The term “Netting Member Capital” means Net Capital, net assets or equity capital as
applicable, to a Netting Member based on its type of regulation.

Netting System

The term “Netting System” means the (1) system of services provided by the Corporation
to Persons that are Members thereof, and (2) operations carried out by the Corporation in
the course of providing such services, as provided for in Rules 11 through 18.

New Securities Collateral

The term “New Securities Collateral” means, as regards an outstanding Repo Transaction
with a Right of Substitution, the Eligible Netting Securities or cash that are being
transferred by the Repo Party to the Reverse Repo Party as collateral in connection with
the Repo Transaction, in replacement of Existing Securities Collateral.

New York Time
The term “New York Time” means the time in New York City.
Non-Customer

The term “Non-Customer” means, with respect to a Netting Member, such Netting Member
or other Person whose account with such Netting Member would not be the account of a
“customer” within the meaning of SEC Rules 8c-1 and 15¢2-1.

Non-IDB Repo Broker

The term “Non-IDB Repo Broker” means a Netting Member that is not an Inter-Dealer
Broker Netting Member and that the Corporation has determined: (a) operates in the same
manner as a Broker, with regard to activity in its Segregated Repo Account and (b) has
agreed to, and does, participate in the repo netting service operated by the Corporation
pursuant to the same requirements imposed under the Rules on Inter-Dealer Broker Netting
Members that participate in that service.

Non-Member
The term “Non-Member” means any Person that is not a Member.
Novation or Novate

The term “Novation” means the termination of deliver, receive, and related payment
obligations between Netting Members, or between a CCIT Member (or Joint Account) and
a Netting Member, and the replacement of such obligations with identical obligations to
and from the Corporation, pursuant to Section § of Rule 5. The term “Novate” shall have
a corollary meaning.
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NSCC

The term “NSCC” means the National Securities Clearing Corporation.
NSS

The term “NSS” means the National Settlement Service of the FRB.

NYUCC

The term “NYUCC” means the New York Uniform Commercial Code, as in effect from
time to time in the State of New York.

Observation

The term “Observation” means a measurement of a Netting Member’s Liquidity Need as
calculated on each Business Day during a Look-Back Period.

Off-the-Market Transaction

The term “Off-the-Market Transaction” means either of the following:
(1) A single transaction that is:
(i) greater than $1 million in par value; and

(i) executed at a contract price that is either higher or lower (by a percentage
amount determined by the Corporation based on factors such as market
conditions) than the System Price for the underlying Eligible Netting Security
on the day of the submission of data on the transaction to the Corporation;

(2) A pattern of transactions submitted by two Members that, if looked at as a single
transaction, would be encompassed by subsection (1) of this definition.

An Off-the-Market Transaction includes a Sponsored Member Trade in which the
Sponsored Member provided an Initial Haircut.

Officer of the Corporation

The term “Officer of the Corporation” means the Chairman of the Board, President,
Managing Director, Executive Director, Secretary, Assistant Secretary, Treasurer, or
Assistant Treasurer of the Corporation.

Opening Balance

The term “Opening Balance” means, with regard to the calculation of a Member’s Funds-
Only Settlement Amount on a given Business Day, the amount reported to such Member
during the immediately prior processing cycle as the Member’s Funds-Only Settlement
Amount obligation.
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Overnight Investment Rate

The term “Overnight Investment Rate” means the interest rate earned by the Corporation
on the investment of the portion of the cash deposited to its Clearing Fund that is invested
overnight.

Other Acceptable Securities

The term “Other Acceptable Securities” means, with respect to:

(an) adjustable-rate mortgage-backed security or securities issued by Ginnie Mae, any
fixed-rate mortgage-backed security or securities issued by Ginnie Mae, or (an) adjustable-
rate mortgage-backed security or securities issued by either Fannie Mae or Freddie Mac:
(a) any fixed-rate mortgage-backed security or securities issued by Fannie Mae and Freddie
Mac, (b) any fixed-rate mortgage-backed security or securities issued by Ginnie Mae, or
(c) any adjustable-rate mortgage-backed security or securities issued by Ginnie Mae.

Pair-Off Adjustment Payment

The term “Pair-Off Adjustment Payment” means the absolute value of the dollar difference
between the Settlement Value of a Deliver Obligation and a Receive Obligation, resulting
from the Corporation’s pair-off of Securities Settlement Obligations between the
Corporation and a participating Netting Member. The Corporation may determine, for
operational efficiencies, to collect and/or pay this amount as a Miscellaneous Adjustment
Amount.

Pair-Off Service
The term “Pair-Off Service” means the voluntary service described in Rule 12.
Permitted Margin Affiliate

The term “Permitted Margin Affiliate” means an affiliate of a Member that is also a
member of this Government Securities Division of the Corporation and that directly or
indirectly controls such particular Member, or that is directly or indirectly controlled by or
under common control with such particular Member. Ownership of more than 50% of the
common stock of the relevant entity (or equivalent equity interests in the case of a form of
entity that does not issue common stock) will be conclusively deemed prima facie control
of such entity for purposes of this definition.

Person

The term “Person” means a partnership, Corporation, limited liability corporation or other
organization, entity, or individual.

Pool Factor
The term “Pool Factor” means, with respect to the Blackout Period Exposure Charge, the

percentage of the initial principal that remains outstanding on the mortgage loan pool
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underlying a mortgage-backed security, as published by the government-sponsored entity
that is the issuer of such security.

Portfolio Differential Charge or PD Charge

The terms “Portfolio Differential Charge” or “PD Charge” mean, with respect to each
Margin Portfolio, an additional charge to be included in each Member’s Required Fund
Deposit.

The PD Charge shall be calculated twice each Business Day as the exponentially weighted
moving average (“EWMA”) of the historical increases in the Member’s VaR Charge that
occur between collections of Required Fund Deposits over a lookback period of no less
than 100 days with a decay factor of no greater than 1, times a multiplier that is no less
than 1 and no greater than 3, as determined by the Corporation from time to time based on
backtesting results. The Corporation will provide Members with at a minimum 10
Business Days advance notice of any change to the lookback period, the decay factor and/or
the multiplier via an Important Notice.

Pre-Netting of Trades

The term “Pre-Netting of Trades” means any trade submission data practice other than the
submission of data to the Corporation on a trade-by-trade basis as executed in the market
and that identifies the actual parties to each trade.

Procedures

The term “Procedures” means the Procedures of the Corporation adopted pursuant to
Rule 33.

Purchased GC Repo Securities

The term “Purchased GC Repo Securities” means the GC Repo Securities transferred by
the Sponsoring Member or Sponsored Member, as applicable, in settlement of the Start
Leg of a Sponsored GC Trade, plus all cash and other GC Repo Securities transferred by
such Sponsoring Member or Sponsored Member pursuant to Sections 8(b)(ii) and 8(b)(v)
of Rule 3A, less any GC Repo Securities or cash received by the Sponsoring Member or
Sponsored Member pursuant to Sections 8(b)(iii) and 8(b)(v) of Rule 3A.

Real Time

The term “Real Time” means, with respect to a process performed by the Corporation, the
performance of such process by the Corporation upon receipt of the requisite message(s)
or instruction(s) from the Member(s) or submitter(s).

Receive Obligation

The term “Receive Obligation” means a Netting Member’s obligation to receive Eligible
Netting Securities from the Corporation at the appropriate Settlement Value (i) in
satisfaction of all or a part of a Net Long Position, (ii) in satisfaction of a Same-Day Settling
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Trade or (iii) to implement a collateral substitution in connection with a Repo Transaction
with a Right of Substitution.

Receive Scaling Factor

The term “Receive Scaling Factor” means the percentage established by the Corporation
which shall be used to calculate a Netting Member’s Individual Regular Amount.

Redemption Adjustment Payment

The term “Redemption Adjustment Payment” means for a Net Settlement Position, the
difference between the Redemption Value and the Settlement Value due and owing on each
Eligible Netting Security that comprises such Net Settlement Position. The term
“Redemption Adjustment Payment” means for the End Leg of a Repo Transaction, the
difference between the Redemption Value and the Contract Value due and owing on each
Eligible Netting Security that comprises such Repo Transaction. Notwithstanding the
above, the term “Redemption Adjustment Payment” shall not apply to GCF Repo
Transactions and CCIT Transactions.

Redemption Value

The term “Redemption Value” means, as regards a Net Settlement Position or a Deliver
Obligation, the principal amount paid to the holder of such Net Settlement Position or
Deliver Obligation in redeeming Eligible Netting Securities at the maturity for such
securities.

Registered Broker

The term “Registered Broker” means a broker that is registered with the SEC under Section
15 of the Exchange Act.

Registered Clearing Agency

The term “Registered Clearing Agency” means a Clearing Agency that is registered as such
with the SEC.

Registered Clearing Agency Netting Member

The term “Registered Clearing Agency Netting Member” shall have the meaning given
that term in Section 3 of Rule 2A.

Registered Dealer

The term “Registered Dealer” means a dealer that is registered with the SEC under Section
15 of the Exchange Act.
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Registered Government Securities Broker

The term “Registered Securities Broker” means a Government Securities Broker that is
registered with the SEC under Section 15C of the Exchange Act.

Registered Government Securities Dealer

The term “Registered Government Securities Dealer” means either:

(1) a Government Securities Dealer that is registered with the SEC under Section 15C of
the Exchange Act or

(i1) a bank or trust company that has filed with the Appropriate Regulatory Authority
under Section 15C of the Exchange Act written notice that it is a Government
Securities Dealer.

Registered Investment Company

b

The term “Registered Investment Company” means an Investment Company that is

registered as such with the SEC.
Registered Investment Company Netting Member

The term “Registered Investment Company Netting Member” shall have the meaning given
that term in Section 3 of Rule 2A.

Relative Inter-Tier Frequency

The term “Relative Inter-Tier Frequency” means, for each Liquidity Tier, the quotient of
(x) the sum of all Netting Members’ Observations allocable to such Liquidity Tier divided
by (y) the sum of all Netting Members’ Observations.

Relative Intra-Tier Frequency

The term “Relative Intra-Tier Frequency” means, for a certain Liquidity Tier, the quotient
of (x) the number of a Netting Member’s Observations within such Liquidity Tier divided
by (y) the sum of all Netting Members’ Observations allocable to such Liquidity Tier.

Relevant Securities

The term “Relevant Securities” has the meaning assigned in Section 2a(a)(H)(1) of Rule
22A.

Remaining Financing Amount

The term “Remaining Financing Amount” has the meaning assigned in Section 2a(b)(1)(E)
of Rule 22A.
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Repo Broker

The term “Repo Broker” means (i) an Inter-Dealer Broker Netting Member, or (ii) a Non-
IDB Repo Broker with respect to activity in its Segregated Repo Account.

Repo Interest Rate Differential

The term “Repo Interest Rate Differential” means, on a particular Business Day, the
product of: (1) the Contract Value of the Start Leg, (2) the difference between the Contract
Repo Rate and the System Repo Rate, and (3) the number of remaining days until the End
Leg, divided by 360.

Repo Party

The term “Repo Party” means the Netting Member that either is, or has submitted data on
behalf of, the party to a Repo Transaction that has agreed both to transfer Eligible Securities
to another party and, at a later date, to take back either the same securities or other securities
from that party.

Repo Start Date

The term “Repo Start Date” means the settlement date for the Start Leg of a Repo
Transaction.

Repo Transaction

The term “Repo Transaction” means: (1) an agreement of a party to transfer Eligible
Securities to another party in exchange for the receipt of cash, and the simultaneous
agreement of the former party to later take back the same Eligible Securities (or any
subsequently substituted Eligible Securities) from the latter party in exchange for the
payment of cash, or (2) an agreement of a party to take in Eligible Securities from another
party in exchange for the payment of cash, and the simultaneous agreement of the former
party to later transfer back the same Eligible Securities (or any subsequently substituted
Eligible Securities)to the latter party in exchange for the receipt of cash, as the context may
indicate, the data on which have been submitted to the Corporation pursuant to these Rules.
A “Repo Transaction” includes a GCF Repo Transaction, unless the context indicates
otherwise.

Report

The term “Report” means any document, record, or other output prepared by the
Corporation and made available to a Member in a format or medium prescribed by the
Corporation, that provides information to such Member with regard to the services
provided by, or the operations of, the Corporation.
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Reportable Event

The term “Reportable Event” means an event that would effect a change in control of a
Netting Member or could have a substantial impact on such Member’s business and/or
financial condition, including, but not limited to: (a) material organizational changes
including mergers, acquisitions, changes in corporate form, name changes, changes in the
ownership of a Netting Member or its Affiliates, and material changes in management, (b)
material changes in business lines, including new business lines undertaken, and (c) status
as a defendant in litigation which could reasonably impact the Netting Member’s financial
condition or ability to conduct business.

Required Attestation
The term “Required Attestation” has the meaning assigned in Section 2a(d) of Rule 22A.
Required Fund Deposit

The term “Required Fund Deposit” means the amount a Netting Member is required to
deposit to the Clearing Fund.

Required Fund Deposit Deadline

The term “Required Fund Deposit Deadline” means, the deadline set forth by the
Corporation for such purpose in its procedures, unless the Corporation has issued a notice
extending such deadline pursuant to these Rules.

Required Match Data

The term “Required Match Data” means the data items on each side of a trade involving
an Eligible Security that the Corporation requires, as stated in a schedule published by the
Corporation, be matched in order for the trade to be compared pursuant to these Rules.

Reverse Repo Party

The term “Reverse Repo Party” means the Netting Member that either is, or has submitted
data on behalf of, the party to a Repo Transaction that has agreed both to take in Eligible
Securities from another party and, at a later date, to transfer either the same securities or
other securities back to that party at a later date.

Revised Net Long Position

The term “Revised Net Long Position” shall have the meaning given that term in Section
5 of Rule 17.

Right of Substitution

The term “Right of Substitution” means, as regards a Repo Transaction, the right of the
Repo Party, during the period immediately after the Scheduled Settlement Date for the
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Rules

Start Leg of the Repo Transaction until the day prior to the Scheduled Settlement Date for
the End Leg of the Repo Transaction, to substitute new collateral in replacement of existing
collateral transferred to the Reverse Repo Party.

The term “Rules” means these Rules of the Government Securities Division, as amended
from time to time.

Same-Day Settling Trade

The term “Same-Day Settling Trade” means (i) a Start Leg of a Netting Member’s Repo
Transaction where the Scheduled Settlement Date of the Start Leg is the current Business
Day, (ii) an As-Of Trade of a Netting Member where the Scheduled Settlement Date of the
Start Leg is the previous Business Day and the End Leg is the current Business Day or
thereafter, or (iii) a Sponsored Member Trade within the meaning of section (a)(ii) of that
definition that meets the requirements of either (i) or (ii) above.

Scheduled Settlement Date

SEC

The term “Scheduled Settlement Date” means, as regards a trade other than a Repo
Transaction compared by the Corporation, the earliest Business Day on which such trade,
including a trade underlying a Forward Net Settlement Position, is scheduled to settle,
regardless of whether such trade actually settles on such Business Day. The term
“Scheduled Settlement Date” means, as regards an End Leg or a Start Leg of a Repo
Transaction compared by the Corporation, the earliest Business Day on which such Leg is
scheduled to settle, regardless of whether such Leg actually settles on such Business Day.

The term “SEC” means the Securities and Exchange Commission.

Securities Industry and Financial Markets Association

The term “Securities Industry and Financial Markets Association” (“SIFMA”) means the
Securities Industry and Financial Markets Association or any successor organization.

Securities Intermediary

The term “Securities Intermediary” has the meaning given to the term “securities
intermediary” in Section 8-102(a)(14) of the NYUCC.

Securities Settlement Obligations

The term “Securities Settlement Obligations” means the obligations of a Netting Member,
calculated pursuant to Rule 12, to deliver to the Corporation or to receive from the
Corporation Eligible Securities in settlement of Net Settlement Positions.
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Security

The term “Security” shall have the meaning given that term in the Exchange Act and the
rules and regulations thereunder. The term “Securities” shall mean more than one security.

Segregated Repo Account

The term “Segregated Repo Account” means an Account operated by a Non-IDB Repo
Broker in which all trading is executed on a brokered basis with Netting Members on each
side.

Self-Regulatory Organization

The term “Self-Regulatory Organization” shall have the meaning given that term in Section
3(a)(26) of the Exchange Act. For purposes of these Rules, the term “Self-Regulatory
Organization” shall also include foreign equivalents of those entities listed in Section
3(a)(26).

Settlement Agent

The term “Settlement Agent” means the bank or trust company that the Corporation may,
from time to time, designate to act as its agent for purposes of interfacing with NSS for
funds-only settlement pursuant to Rule 13 (and as referenced in the Federal Reserve Banks
Operating Circular 12).

Settlement Value

The term “Settlement Value” means, as regards a Deliver Obligation or a Receive
Obligation, the System Value for such Obligation as adjusted on a particular Business Day
by the Delivery Differential Adjustment or, as regards a Deliver Obligation or a Receive
Obligation for a Same-Day Settling Trade, the Contract Value for such obligation.

Short Transaction

The term “Short Transaction” means, with regard to Eligible Netting Securities, a sale, Start
Leg for the Repo Party, and End Leg for the Reverse Repo Part