The Depository Trust Company

IMPORTANT

B#: 2473
DATE: October 11, 2001
TO: All Participants

CATEGORY: Executive Notices

FROM: Genera Counsdl's Office
ATTENTION: Managing Partner/Officer, Operations Partner/Officer

SUBJECT: Rule Change Regarding Multilateral Cross
Guaranty Agreement

The Depository Trust Company (“DTC”) has filed arule change with the Securities and Exchange
Commission for authority to enter into a Multilateral Netting Contract and Limited Cross-Guaranty (the
“Multilateral Agreement”) with Emerging Markets Clearing Corporation (“EMCC”), Government Securities
Clearing Corporation, MBS Clearing Corporation (“MBSCC"), National Securities Clearing Corporation
(“NSCC"), and The Options Clearing Corporation (“OCC”). The rule change also amends the existing
Amended and Restated Netting Contract and Limited Cross-Guaranty between NSCC and DTC, so that
there will be no conflict or priority issue with the limited cross-guaranty provisions of the Multilateral
Agreement.

The guaranty provides that the excess resources of a defaulting common member remaining after the
defaulting common member’ s obligations to the guaranteeing clearing agency have been satisfied will be
used to satisfy the obligations of the defaulting common member that remain unsatisfied at the other
participating clearing agencies. The guaranty is limited to the amount of a defaulting common member’s
resources remaining at the guaranteeing clearing agency.

The full text of the rule change is attached.

Questions or comments regarding this notice of proposed Rule change may be directed to Larry E.
Thompson, Managing Director and Deputy General Counsel (212-855-3240) or Diane L. Brennan,

Director - Risk Management (212-855-3320) at The Depository Trust Company, 55 Water Street, 49" Floor,
New York, New York 10041-0099.
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Text of the Proposed Rule Change

(@)

(®)

(©

The proposed rule change consists of (i) a Netting Contract and Limited Cross-
Guaranty among The Depository Trust Company (“DTC”), Emerging Markets Clearing
Corporation (“EMCC”), Government Securities Clearing Corporation (“*GSCC”),
MBS Clearing Corporation (“MBSCC”), Nationa Securities Clearing Corporation
(“NSCC”) and The Options Clearing Corporation (“OCC”) in the form annexed hereto
as Exhibit 2 (the “Multilatera Agreement”), and (ii) a Seconded Amended and Restated
Netting Contract and Limited Cross-Guaranty between DTC and NSCC in the form

annexed hereto as Exhibit 3 (the “New DTC-NSCC Agreement”).

The New DTC-NSCC Agreement (forming a part of the proposed rule change) will
modify and supercede the current Amended and Restated Netting Contract and Limited
Cross-Guaranty dated February 21, 1996 between DTC and NSCC (the “Old DTC-
NSCC Agreement”) by deleting the limited net resources cross-guaranty provisions of
the Old DTC-NSCC Agreement so that the limited net resources cross-guaranty
provisons of the Multilaterd Agreement will be the only such provisons of thistype
between DTC and NSCC and among DTC and NSCC and the other parties to the

Multilateral Agreement.

The file number for the prior filing with respect to exigting rules specified in response to

item (b) aboveis SR-DTC-96-06.
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2. Procedur es of the Sdf-Regulatory Or ganization

@ DTC sBoard of Directors has authorized the execution of the Multilateral Agreement
and the amendment and restatement of the Old DTC-NSCC Agreement in the form of

the New DTC-NSCC Agreement.

(b) The following persons at DTC are prepared to respond to questions and comments on
the proposed rule change:
Larry E. Thompson, Deputy General Counsd, (212) 855-3240
Diane L. Brennan, Director, Risk Management (212) 855-3320

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

At the present time, there are limited cross-guaranty agreements (“Bilatera Agreements’) in

effect between:

1) DTC and NSCC (forming part of the Old DTC-NSCC Agreement that also provides
for the netting of settlement payments and the collateraization of transactions processed
through the facilities of DTC and NSCC), Release No. 34-36867 (February 21,
1996), File No. SR-DTC-96-06, and Release No. 34-36866 (February 21, 1996),

File No. SR-NSCC-96-03;



Page 4 of 36

2 MBSCC and Participants Trust Company,* Release No. 34-38604 (May 9, 1997),

File No. SR-PTC-97-01;

3 NSCC and each of MBSCC, GSCC and Internationa Securities Clearing Corporation
(“1SCC"),? Release No. 34-37616 (August 28, 1996), File Nos. SR-MBSCC-96-02,
SR-GSCC-96-03 and SR-1SCC-96-04, and Release No. 34-39020 (September 4,

1997), File No. SR-NSCC-97-11,

(4  NSCC and OCC, Release No. 34-39022 (September 4, 1997), File Nos, SR-OCC-

97-17 and SR-NSCC-97-12; and

5) EMCC and each of NSCC, GSCC and ISCC, Release No. 34-42180 (November

29, 1999), File No. SR-EMCC-99-7.

In generd, each clearing agency that is a party to a Bilatera Agreement provides the other
clearing agency with alimited guaranty of the obligations of any entity thet is amember of both dearing

agencies, so that if acommon member fails and one clearing agency winds up

! Participants Trust Company has been merged into DTC.
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21SCC has ceased to be aregistered clearing agency.
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its business with the common member with an excess of the assets of the common member and the
other clearing agency winds up its business with the common member with a deficiency of such assats,
(i) the dearing agency with the excess pays the dearing agency with the deficiency an amount equa to
the lesser of the excess or the deficiency and (i) the amount paid by the clearing agency with the excess
to the dearing agency with the deficiency becomes an obligation of the common member to the clearing
agency with the excess which the clearing agency with the excess may satidfy if necessary (thereby
rembursing itsdf for the amount paid to the clearing agency with the deficiency) from the assets of the
common member. In thisway -- through the mechanism of alimited cross-guaranty and a
compensating reimbursement obligation -- the assets of a common member at one clearing agency in
excess of its ligbilities to that clearing agency may be made available to satisfy the ligbilities of the

common member to another clearing agency.

The Commission has encouraged the use of limited cross-guaranty agreements and other smilar
arrangements among clearing agencies. Release No. 34-42180 (November 29, 1999), File No. SR-
EMCC-99-7 (order approving limited cross-guaranty agreements between EMCC and each of NSCC,
GSCC and ISCC), Release No. 34-38410 (March 17, 1997), File No. SR-OCC-96-18 (order
gpproving changesin the rules of OCC to authorize OCC to enter into limited cross-guaranty
agreements) and Release No. 34-37616 (August 28, 1996), File Nos. SR-MBSCC-96-02, SR-
GSCC-96-03 and SR-1SCC-96-04 (order approving changes in the rules of MBSCC, GSCC and

ISCC to authorize them to enter into limited cross-guaranty agreements). The Commission has dso
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noted that the Collateral Management Service (“CMS’) operated by NSCC is especidly beneficia to
clearing agencies which enter into limited cross-guaranty agreements (because CM S enables such
clearing agencies to provide and recaive the information on common members needed to implement the
sharing procedures contained in such limited cross-guaranty agreements). Release No. 34-36091
(August 10, 1995), File No. SR-NSCC-95-06 (order approving establishment of CMS by NSCC),
Release No. 34-36431 (October 27, 1995), File No. SR-MBSCC-95-05 (order approving release of
clearing data relating to members by MBSCC), Release No. 34-36597 (December 15, 1995), File
No. SR-GSCC-95-03 (order approving release of clearing data relating to members by GSCC) and
Release No. 34-37608 (August 26, 1996), File No. SR-DTC-96-11 (order approving release of

clearing datarelating to members by DTC).

€)) The proposed Multilateral Agreement isSmilar in purpose to the exigting Bilatera
Agreements but different in form, scope and operation because (i) al of the partiesto
the severd Bilateral Agreementswill be partiesto the Multilateral Agreement, (ii) al of
the transactions of common members with any of the parties to the severd Bilatera
Agreements will be subject to the limited cross-guaranties of the Multilatera Agreement,
(i) dl of the assets of common members with any of the parties to the severa Bilaterd
Agreements will be subject to gpplication pursuant to the provisions of the Multilateral
Agreement, (iv) dl of the parties to the Multilateral Agreement will rank pari passuin

terms of the payment of their respective guaranty obligations and entitlements and (v) dl
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such guaranty obligations and entitlements will be (A) caculated by DTC (based on
information provided by the clearing agencies) pursuant to aformula set forth in the
Multilatera Agreement and (B) settled through the facilities of DTC upon ingructions

from the clearing agencies required to make guaranty payments.

Set forth below is adescription of the materid terms and conditions of the Multilatera
Agreement:

If aparty to the Multilateral Agreement (a*Clearing Agency”) ceasesto act for or
suspends a person (“Ceasesto Act” for such person) and if such person isamember or
participant of two or more Clearing Agencies (a“ Common Member”), such Clearing
Agency must give each other Clearing Agency anotice (a“Default Notice”) that it has
Ceased to Act for such Common Member (theregfter, a“ Defaulting Member”). Each
such other Clearing Agency that dso Ceasesto Act for the Defaulting Member within a
period of 10 business days after the Default Noticeis given (a“Participating Clearing
Agency”) then has afurther period of 15 business days to ddiver to each other
Participating Clearing Agency a satement (an “Information Statement”) which setsforth
the sum (poditive or negative) derived (after application of any gpplicable liquidation
procedures) from adding the amounts (pecified in the Multilatera Agreement) owed by
the Participating Clearing Agency to the Defaulting Member as of the close of business

on the day on which such Participating Clearing Agency Ceased to Act for such
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Defaulting Member and subtracting the amounts (specified in the Multilaterd
Agreement) owed by the Defaulting Member to the Participating Clearing Agency as of
the close of business on such date (the “ Available Net Resources’ of such Participating

Clearing Agency with respect to such Defaulting Member).

Each Participating Clearing Agency with positive Available Net Resources (a* Payor
Clearing Agency”) has an obligation to make a payment (a“ Guaranty Obligation”) to
each Participating Clearing Agency with negative Available Net Resources, and each
Participating Clearing Agency with negetive Available Net Resources (a* Payee
Clearing Agency”) has an entitlement to receive a payment (a“Guaranty Entitlement”)
from each Participating Clearing Agency with positive Available Net Resources, in an
amount determined by aformulawhich (i) limits the aggregate Guaranty Obligation of
any Payor Clearing Agency to the amount of its positive available Net Resources and
prorates the aggregate Guaranty Obligations of al Payor Clearing Agencies (based on
their Available Net Resources) if dl pogtive Available Net Resources of al Payor
Clearing Agencies exceeds dl negative Available Net Resources of al Payee Clearing
Agencies and (ii) limits the aggregate Guaranty Entitlement of any Payee Clearing
Agency to the amount of its negative Available Net Resources and prorates the

aggregate Guaranty Entitlements of al Payee Clearing Agencies (based on their
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Available Net Resources) if the negative Available Net Resources of dl Payee Clearing

Agencies exceeds the poditive Available Net Resources of dl Payor Clearing Agencies.

Within two business days after the end of the period for submitting Information
Statements (with the information on the Available Net Resources of the Participating
Clearing Agencies), DTC, acting for the Participating Clearing Agencies (whether or not
DTC isaParticipating Clearing Agency with respect to any particular clam under the
Multilaterd Agreement), and using only the information on Available Net Resources
contained in the Information Statements, cd culates the Guaranty Obligations and the
Guaranty Entitlements of the Participating Clearing Agencies in accordance with the
formula set forth in the Multilaterd Agreement and ddlivers areport thereon to the
Participating Clearing Agencies. Two business days after that, DTC, acting on
gppropriate payment ingructions from the Payor Clearing Agencies, debits their
settlement accounts at DTC the amounts of their Guaranty Obligations and credits the
settlement accounts of the Payee Clearing Agencies at DTC the amounts of their
Guaranty Entitlements. Such debits and credits are then netted and settled with al other
debits and credits to the settlement accounts of the Participating Clearing Agencies on
the day of settlement. All of the Clearing Agencies are (or prior to the execution of the

Multilaterd Agreement will be) participants of DTC.
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It isimportant to note that a Clearing Agency cannot assert aclaim and cannot be
obligated to make or be entitled to receive a payment unlessit Ceasesto Act for a
Defaulting Member. Each Clearing Agency determines, on the basis of its own rules,
whether or not to Ceaseto Act for a Defaulting Member. A Clearing Agency may
Cease to Act for a Defaulting Member -- to protect the interests of the Clearing
Agency, its other members or participants and the nationa system for the clearance and
settlement of securities transactions -- because, among other things, the Defaulting
Member hasfailed to pay a settlement debit or has failed to pay or perform any other
obligation to the Clearing Agency or because the Defaulting Member has become the
subject of an insolvency proceeding or has become a “failed member” within the
meaning of the Federa Deposit Insurance Corporation Improvement Act of 1991, e.q.,
it ceases to meet its obligations when due even if it has not become the subject of a
formal insolvency proceeding. Ceasing to Act for amember or participant is a serious
measure which a Clearing Agency does not take lightly or for minor defaults.
Accordingly, by requiring that a Clearing Agency must Ceaseto Act for a Defaulting
Member before the procedures of the Multilatera Agreement can be implemented, the
Multilaterd Agreement ensures that the payment obligations of Payor Clearing Agencies
and the reimbursement obligations of Defaulting Participants to Payor Clearing Agencies

will not be triggered by minor defaults which do not pose athrest to the interests of the
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Clearing Agencies, their members or participants or the nationa system for the

clearance and settlement of securities transactions.

As the foregoing description of the process for determining and satisfying a claim under
the Multilateral Agreement indicates, no Clearing Agency would ever be required under
the Multilateral Agreement to deliver assets or the proceeds of assets of a Defaulting
Member to another Clearing Agency except for assets or the proceeds thereof in
excess of the obligations and liahilities of the Defaulting Member to the first Clearing
Agency, and then only up to the amount needed to discharge the ligbilities and
obligations of the Defaulting Member to the second Clearing Agency. In substance and
effect, the Multilateral Agreement provides a mechanism for using the assets of a
member or participant of any Clearing Agency to secure the obligations and liabilities of
such member or participant, first, to such Clearing Agency and, second, to other
Clearing Agencies to the extent of any excess assets. The Multilaterd Agreement
therefore should reduce risk to the Clearing Agencies (and to the nationa system for the
clearance and settlement of securities transactions) because a Defaulting Common
Member may have positions spread across the Clearing Agencies in such manner asto
causeits Available Net Resources a one or more Clearing Agenciesto be positive even

though its Available Net Resources at one or more other Clearing Agencies are

negetive.
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The Multilatera Agreement aso provides for subsequent adjustmentsin Guaranty
Ohbligations and Guaranty Entitlements among Participating Clearing Agencies if
informetion is discovered which, if known &t the time of theinitid calculaion, would
have changed the amounts of such Guaranty Obligations and Guaranty Entitlements,

subject to certain conditions and limitations as described below.

If, a any time within four years after any payment is made in respect of a Guaranty
Obligation, any Participating Clearing Agency has any information that could result in a
change in the calculaion of such payment, such Participating Clearing Agency must give
each other Participating Clearing Agency a notice thereof (an “Adjustment Notice”).
Within a period of 10 business days after the Adjustment Notice is given, each
Participating Clearing Agency must deliver to each other Participating Clearing Agency
(andto DTCif DTC isnot a Participating Clearing Agency with respect to such default)
agatement (a“ Supplementd Information Statement™) which sets forth (i) the amount of
the Available Net Resources of such Participating Clearing Agency with respect to the
Defaulting Member as of the close of business on the day on which such Participating
Clearing Agency Ceased to Act for such Defaulting Member but taking into account the

effect (if any) of the information in the Adjusment Notice and (i) the amount of its
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Available Net Resources (if any) as of the close of business on the day it received the

Adjustment Notice.

Within two business days after the end of the period for submitting Supplementa
Information Statements (with the information on the Available Net Resources of the
Participating Clearing Agencies), DTC, acting for the Participating Clearing Agencies
(whether or not DTC is a Participating Clearing Agency with respect to such default),
and using only the information on Available Net Resources contained in the
Supplementa Information Statements, recal culates the Guaranty Obligations and
Guaranty Entitlements of the Participating Clearing Agencies in accordance with the
same formula origindly used to calculate the Guaranty Obligations and Guaranty
Entitlements of the Participating Clearing Agencies and ddivers areport thereon to the

Participating Clearing Agencies, provided, however, that no Participating Clearing

Agency that is required to make a payment as aresult of any recaculation of Guaranty
Obligations and Guaranty Entitlements with respect to a prior default is required to
make any payment in excess of the positive amount of its Available Net Resources on
the date it received the Adjustment Notice plus or minus any cash payments it
previoudy received or paid, repectively, pursuant to the terms of the Multilatera
Agreement in respect of the same default. Two business days after that, DTC, acting

on gppropriate ingructions from the Participating Clearing Agencies required to make
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adjusment payments as aresult of the recaculation of Guaranty Obligations and
Guaranty Entitlements described above, debits their settlement accounts the amounts
they are obligated to pay and credits the settlement accounts of the Participating
Clearing Agencies entitled to receive adjusment payments the amounts they are entitled
to receive. Such debits and credits are then netted and settled with al other debits and
credits to the settlement accounts of the Participating Clearing Agencies on the day of

Settlement.

As the foregoing description of the process for adjusting Guaranty Obligations and
Guaranty Entitlements under the Multilateral Agreement indicates, a Clearing Agency is
never required to use its own assets to pay the clam of any other Clearing Agency
againg a Defaulting Member. Only the available net assets of the Defaulting Member
are ever used for this purpose, so, if asaresult of arecdculation of Guaranty
Obligations and Guaranty Entitlements, the obligation of a Participating Clearing Agency
which was a Payor Clearing Agency to make a payment isincreased or a Participating
Clearing Agency which was a Payee Clearing Agency is now required to make a
payment, the amount of that payment is nevertheless limited to the net assets of the
Defaulting Member then in the possession of the Participating Clearing Agency required
to make the payment plus the net amount of any payments it previoudy received from

other Participating Clearing Agencies on account of the same clam.
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Any Clearing Agency other than DTC may withdraw from the Multilatera Agreement
on ten days advance written notice, any Clearing Agency which resigns as a participant
of DTC ceasesto be a party to the Multilateral Agreement effective upon such
resgnation and DTC may terminate the Multilaterd Agreement entirely on oneyear’s

advance written notice; provided, however, that any such withdrawal or resgnation

does not effect the obligations of awithdrawing or resigning Clearing Agency with
respect to aclaim for which a Default Notice was delivered prior to such withdrawal or
resgnation and any such termination does not effect the obligations of any Clearing
Agency with respect to aclaim for which a Default Notice was ddlivered prior to such

termination.

In conjunction with the Multilatera Agreement DTC and NSCC will be amending and
restating the Old DTC-NSCC Agreement in the form of the New DTC-NSCC
Agreement to delete the limited net resources guaranty provisions of the Old DTC-
NSCC Agreement so that there will be no conflict or priority issue with the limited

cross-guaranty provisons of the Multilaterd Agreement.



Page 17 of 36

(b) Section 17A(8)(2)(A) of the Securities Exchange Act of 1934 (the “ Act”) directs the
Securities and Exchange Commission (the “ Commission”) to facilitate the establishment
of anationa system for the prompt and accurate clearance and settlement of securities
transactions and to facilitete the establishment of linked or coordinated facilities for the
clearance and settlement of transactions. 15 U.S.C. 878g-1(a)(2)(A). Section
17A(b)(3)(F) of the Act requires that the rules of a clearing agency be designed to
assure the safeguarding of securities and funds which are in its custody or control or for

which it isresponsible. 15 U.S.C. §78g-1(b)(3)(F).

The proposed rule change -- comprising the Multilateral Agreement and the New DTC-
NSCC Agreement -- is condstent with the requirements of the Act and the rulesand
regulations promulgated thereunder because it will (i) reduce the risk of lossto Clearing
Agencies resulting from the fallure or default of a Common Member, (i) mitigate the risk
to the nationd clearance and settlement system resulting from such failure or default and
the impact of such failure or default on Clearing Agencies and their other members or
participants, (iii) foster cooperation and coordination among Clearing Agencies and
other persons involved in the clearance and settlement of securities transactions and (iv)
assg Clearing Agencies in safeguarding the securities and funds in their custody or

control or for which they are responsible.

4. Sdf-Regulatory Organization's Statement on Burden on Competition




Page 18 of 36

DTC perceives no impact on competition by reason of the proposed rule change.

Sdf-Requlatory Organization's Statement on Comments on the Proposed Rule Change
Received from Members, Participants or Others

DTC has not solicited nor received written comments on the proposed rule change.

Extension of Time Period for Commission Action

DTC does not consent to an extension of the time period specified in Section 19(b)(2)

of the Act.

Basisfor Summary Effectiveness Pursuant to Section 19(b)(3) or
for Accelerated Effectiveness Pur suant to Section 19(b)(2)

Not applicable.
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8. Proposed Rule Change Based on Rules of Another
Sdlf-Requlatory Organization or of the Commission

The proposed rule change is not based on arule either of another sdlf-regulatory

organization or of the Commission.

0. Exhibits
1. Completed Notice of the Proposed Rule Change for publication in the Federd Regdter.

2. Form of Proposed Netting Contract and Limited Cross-Guaranty among the Clearing
Agencies.

3. Form of Proposed Second Amended and Restated Netting Contract and Limited Cross-
Guaranty between DTC and NSCC.

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, the saf-regulatory
organization has duly caused thisfiling to be sgned on its behdf by the undersigned thereunto duly
authorized.

The Depository Trust Company

By: /g _DennisDirks
DennisDirks
President
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EXHIBIT 1

SECURITIES AND EXCHANGE COMMISSION
(Release No. 34-  ; FileNo. SR-DTC-00-21)
SELF REGULATORY ORGANIZATIONS
Proposed Rule Change by
The Depository Trust Company
Relating to a Multilateral Agreement among DTC, EMCC, GSCC, MBSCC, NSCC and OCC.

Comments requested within days after the date of this publication.

Pursuant to Section 19(b)(1) of the Securities Exchange Act of 1934, 15 U.S.C. §783(b)(1),

notice is hereby given that on, , The Depository Trust Company filed with the

Securities and Exchange Commission the proposed rule change as described in Items, 11, and 111
below, which Items have been prepared by the sdlf-regulatory organization. The Commissonis

publishing this notice to solicit comments on the proposed rule change from interested persons.



Page 21 of 36

Sdlf-Regulatory Organization's Statement of the
Terms of Substance of the Proposed Rule Change

The proposed rule change consists of (i) a Netting Contract and Limited Cross-
Guaranty among The Depository Trust Company (“DTC”), Emerging Markets Clearing
Corporation (“EMCC”), Government Securities Clearing Corporation (*GSCC”), MBS
Clearing Corporation (“MBSCC”), National Securities Clearing Corporation (“NSCC”) and
The Options Clearing Corporation (“OCC”) in the form annexed hereto as Exhibit 2 (the
“Multilatera Agreement”), and (ii) a Seconded Amended and Restated Netting Contract and
Limited Cross-Guaranty between DTC and NSCC in the form annexed hereto as Exhibit 3 (the

“New DTC-NSCC Agreement”).

The New DTC-NSCC Agreement (forming a part of the proposed rule change) will
modify and supercede the current Amended and Restated Netting Contract and Limited Cross-
Guaranty dated February 21, 1996 between DTC and NSCC (the “Old DTC-NSCC
Agreement”) by deleting the limited net resources cross-guaranty provisons of the Old DTC-
NSCC Agreement so that the limited net resources cross-guaranty provisions of the Multilatera
Agreement will be the only such provisions of this type between DTC and NSCC and among

DTC and NSCC and the other parties to the Multilatera Agreement.
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. Sdlf-Regulatory Organization's Statement of the Purpose
of, and Statutory Basisfor, the Proposed Rule Change

Initsfiling with the Commission, the self-regulatory organization included statements
concerning the purpose of and basis for the proposed rule change and discussed any comments
it received on the proposed rule change. Thetext of these statements may be examined at the
places specified in Item IV below. The self-regulatory organization has prepared summaries,
st forth in sections A, B, and C below, of the most significant aspects of such statements.

A. Sdlf-Regulatory Organization's Statement of the Pur pose of, and the
Statutory Basisfor, the Proposed Rule Change

At the present time, there are limited cross-guaranty agreements (“Bilatera Agreements’) in effect

between:

1) DTC and NSCC (forming part of the Old DTC-NSCC Agreement that also provides
for the netting of settlement payments and the collateraization of transactions processed
through the facilities of DTC and NSCC), Release No. 34-36867 (February 21,
1996), File No. SR-DTC-96-06, and Release No. 34-36866 (February 21, 1996),

File No. SR-NSCC-96-03;
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2 MBSCC and Participants Trust Company,* Release No. 34-38604 (May 9, 1997),

File No. SR-PTC-97-01;

3 NSCC and each of MBSCC, GSCC and Internationa Securities Clearing Corporation
(“1SCC"),? Release No. 34-37616 (August 28, 1996), File Nos. SR-MBSCC-96-02,
SR-GSCC-96-03 and SR-1SCC-96-04, and Release No. 34-39020 (September 4,

1997), File No. SR-NSCC-97-11,

(4  NSCC and OCC, Release No. 34-39022 (September 4, 1997), File Nos, SR-OCC-

97-17 and SR-NSCC-97-12; and

5) EMCC and each of NSCC, GSCC and ISCC, Release No. 34-42180 (November

29, 1999), File No. SR-EMCC-99-7.

In generd, each clearing agency that is a party to a Bilatera Agreement provides the other
clearing agency with alimited guaranty of the obligations of any entity thet is amember of both dearing
agencies, so that if acommon member fails and one clearing agency winds up its business with the

common member with an excess of the assets of the common member and

! Participants Trust Company has been merged into DTC.
21SCC has ceased to be aregistered clearing agency.
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the other clearing agency winds up its business with the common member with a deficiency of such
ass, (i) the clearing agency with the excess pays the clearing agency with the deficiency an amount
equa to the lesser of the excess or the deficiency and (ii) the amount paid by the clearing agency with
the excess to the clearing agency with the deficiency becomes an obligation of the common member to
the clearing agency with the excess which the clearing agency with the excess may stify if necessary
(thereby reimburdaing itsdf for the amount paid to the clearing agency with the deficiency) from the assets
of the common member. In thisway -- through the mechanism of alimited cross-guaranty and a
compensating reimbursement obligation -- the assets of a common member at one clearing agency in
excess of its ligbilities to that clearing agency may be made available to satisfy the ligbilities of the

common member to another clearing agency.

The Commission has encouraged the use of limited cross-guaranty agreements and other Smilar
arrangements among clearing agencies. Release No. 34-42180 (November 29, 1999), File No. SR-
EMCC-99-7 (order approving limited cross-guaranty agreements between EMCC and each of NSCC,
GSCC and ISCC), Release No. 34-38410 (March 17, 1997), File No. SR-OCC-96-18 (order
gpproving changesin the rules of OCC to authorize OCC to enter into limited cross-guaranty
agreements) and Release No. 34-37616 (August 28, 1996), File Nos. SR-MBSCC-96-02, SR-
GSCC-96-03 and SR-1SCC-96-04 (order approving changes in the rules of MBSCC, GSCC and
|SCC to authorize them to enter into limited cross-guaranty agreements). The Commission has dso

noted that the Collatera Management Service (“CMS’) operated by NSCC is especialy beneficid to
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clearing agencies which enter into limited cross-guaranty agreements (because CM S enables such
clearing agencies to provide and receive the information on common members needed to implement the
sharing procedures contained in such limited cross-guaranty agreements). Release No. 34-36091
(August 10, 1995), File No. SR-NSCC-95-06 (order approving establishment of CMS by NSCC),
Release No. 34-36431 (October 27, 1995), File No. SR-MBSCC-95-05 (order approving release of
clearing data relating to members by MBSCC), Release No. 34-36597 (December 15, 1995), File
No. SR-GSCC-95-03 (order approving release of clearing data relating to members by GSCC) and
Release No. 34-37608 (August 26, 1996), File No. SR-DTC-96-11 (order approving release of

clearing datarelating to members by DTC).

€)) The proposed Multilateral Agreement isSmilar in purpose to the exigting Bilatera
Agreements but different in form, scope and operation because (i) al of the partiesto
the severd Bilateral Agreementswill be partiesto the Multilateral Agreement, (ii) al of
the transactions of common members with any of the parties to the severd Bilatera
Agreements will be subject to the limited cross-guaranties of the Multilateral Agreement,
(i) dl of the assets of common members with any of the parties to the severa Bilaterd
Agreements will be subject to gpplication pursuant to the provisions of the Multilateral
Agreement, (iv) al of the parties to the Multilaterd Agreement will rank pari passuin
terms of the payment of their respective guaranty obligations and entitlements and (v) dl

such guaranty obligations and entitlements will be (A) caculated by DTC (based on
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information provided by the clearing agencies) pursuant to aformula set forth in the
Multilatera Agreement and (B) settled through the facilities of DTC upon ingructions

from the clearing agencies required to make guaranty payments.

Set forth below is adescription of the materid terms and conditions of the Multilatera
Agreement:

If aparty to the Multilateral Agreement (a*Clearing Agency”) ceasesto act for or
suspends a person (“Ceasesto Act” for such person) and if such person isamember or
participant of two or more Clearing Agencies (a“ Common Member”), such Clearing
Agency must give each other Clearing Agency anotice (a“Default Notice”) that it has
Ceased to Act for such Common Member (theregfter, a“ Defaulting Member”). Each
such other Clearing Agency that dso Ceasesto Act for the Defaulting Member within a
period of 10 business days after the Default Noticeis given (a“Participating Clearing
Agency”) then has afurther period of 15 business days to ddiver to each other
Participating Clearing Agency a satement (an “Information Statement”) which setsforth
the sum (poditive or negative) derived (after application of any gpplicable liquidation
procedures) from adding the amounts (pecified in the Multilatera Agreement) owed by
the Participating Clearing Agency to the Defaulting Member as of the close of business
on the day on which such Participating Clearing Agency Ceased to Act for such

Defaulting Member and subtracting the amounts (specified in the Multilaterd
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Agreement) owed by the Defaulting Member to the Participating Clearing Agency as of
the close of business on such date (the “ Available Net Resources’ of such Participating

Clearing Agency with respect to such Defaulting Member).

Each Participating Clearing Agency with positive Available Net Resources (a* Payor
Clearing Agency”) has an obligation to make a payment (a“ Guaranty Obligation”) to
each Participating Clearing Agency with negative Available Net Resources, and each
Participating Clearing Agency with negetive Available Net Resources (a*“ Payee
Clearing Agency”) has an entitlement to receive a payment (a“Guaranty Entitlement”)
from each Participating Clearing Agency with positive Available Net Resources, in an
amount determined by aformulawhich (i) limits the aggregate Guaranty Obligation of
any Payor Clearing Agency to the amount of its positive available Net Resources and
prorates the aggregate Guaranty Obligations of al Payor Clearing Agencies (based on
their Available Net Resources) if dl pogtive Available Net Resources of al Payor
Clearing Agencies exceeds dl negative Available Net Resources of al Payee Clearing
Agencies and (ii) limits the aggregate Guaranty Entitlement of any Payee Clearing
Agency to the amount of its negative Available Net Resources and prorates the
aggregate Guaranty Entitlements of al Payee Clearing Agencies (based on their
Available Net Resources) if the negative Available Net Resources of dl Payee Clearing

Agencies exceeds the poditive Available Net Resources of dl Payor Clearing Agencies.
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Within two business days after the end of the period for submitting Information
Statements (with the information on the Available Net Resources of the Participating
Clearing Agencies), DTC, acting for the Participating Clearing Agencies (whether or not
DTC isaParticipating Clearing Agency with respect to any particular clam under the
Multilaterd Agreement), and using only the information on Available Net Resources
contained in the Information Statements, cd culates the Guaranty Obligations and the
Guaranty Entitlements of the Participating Clearing Agencies in accordance with the
formula set forth in the Multilatera Agreement and ddlivers areport thereon to the
Participating Clearing Agencies. Two business days after that, DTC, acting on
gppropriate payment ingructions from the Payor Clearing Agencies, debits their
settlement accounts at DTC the amounts of their Guaranty Obligations and credits the
settlement accounts of the Payee Clearing Agencies at DTC the amounts of their
Guaranty Entitlements. Such debits and credits are then netted and settled with al other
debits and credits to the settlement accounts of the Participating Clearing Agencies on
the day of settlement. All of the Clearing Agencies are (or prior to the execution of the

Multilaterd Agreement will be) participants of DTC.

It isimportant to note that a Clearing Agency cannot assert aclaim and cannot be

obligated to make or be entitled to receive a payment unlessit Ceasesto Act for a
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Defaulting Member. Each Clearing Agency determines, on the basis of its own rules,
whether or not to Ceaseto Act for a Defaulting Member. A Clearing Agency may
Cease to Act for a Defaulting Member -- to protect the interests of the Clearing
Agency, its other members or participants and the nationa system for the clearance and
settlement of securities transactions -- because, among other things, the Defaulting
Member hasfaled to pay a settlement debit or has failed to pay or perform any other
obligation to the Clearing Agency or because the Defaulting Member has become the
subject of an insolvency proceeding or has become a“failed member” within the
meaning of the Federa Deposit Insurance Corporation Improvement Act of 1991, e.q.,
it ceases to meet its obligations when due even if it has not become the subject of a
formal insolvency proceeding. Ceasing to Act for amember or participant is a serious
measure which a Clearing Agency does not take lightly or for minor defaullts.
Accordingly, by requiring that a Clearing Agency must Ceaseto Act for a Defaulting
Member before the procedures of the Multilatera Agreement can be implemented, the
Multilaterd Agreement ensures that the payment obligations of Payor Clearing Agencies
and the reimbursement obligations of Defaulting Participants to Payor Clearing Agencies
will not be triggered by minor defaults which do not pose athrest to the interests of the
Clearing Agencies, their members or participants or the nationa system for the

clearance and settlement of securities transactions.
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As the foregoing description of the process for determining and satisfying a claim under
the Multilateral Agreement indicates, no Clearing Agency would ever be required under
the Multilateral Agreement to deliver assets or the proceeds of assets of a Defaulting
Member to another Clearing Agency except for assets or the proceeds thereof in
excess of the obligations and lighilities of the Defaulting Member to the first Clearing
Agency, and then only up to the amount needed to discharge the liahilities and
obligations of the Defaulting Member to the second Clearing Agency. In substance and
effect, the Multilateral Agreement provides a mechanism for using the assets of a
member or participant of any Clearing Agency to secure the obligations and liabilities of
such member or participant, first, to such Clearing Agency and, second, to other
Clearing Agenciesto the extent of any excess assets. The Mulltilatera Agreement
therefore should reduce risk to the Clearing Agencies (and to the nationa system for the
clearance and settlement of securities transactions) because a Defaulting Common
Member may have positions spread across the Clearing Agencies in such manner asto
causeits Available Net Resources a one or more Clearing Agenciesto be positive even
though its Available Net Resources at one or more other Clearing Agencies are

negative.

The Multilatera Agreement aso provides for subsequent adjustments in Guaranty

Ohbligations and Guaranty Entitlements among Participating Clearing Agencies if
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information is discovered which, if known &t the time of theinitid cdculation, would
have changed the amounts of such Guaranty Obligations and Guaranty Entitlements,

subject to certain conditions and limitations as described below.

If, at any time within four years after any payment is made in respect of a Guaranty
Obligation, any Participating Clearing Agency has any information that could result in a
change in the calculaion of such payment, such Participating Clearing Agency must give
each other Participating Clearing Agency a notice thereof (an “Adjustment Notice”).
Within a period of 10 business days after the Adjustment Notice is given, each
Participating Clearing Agency must deliver to each other Participating Clearing Agency
(andto DTCif DTC isnot a Participating Clearing Agency with respect to such default)
agatement (a“ Supplementd Information Statement™) which sets forth (i) the amount of
the Available Net Resources of such Participating Clearing Agency with respect to the
Defaulting Member as of the close of business on the day on which such Participating
Clearing Agency Ceased to Act for such Defaulting Member but taking into account the
effect (if any) of the information in the Adjusment Notice and (i) the amount of its
Available Net Resources (if any) as of the close of business on the day it received the

Adjustment Notice.
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Within two business days after the end of the period for submitting Supplemental
Information Statements (with the information on the Available Net Resources of the
Participating Clearing Agencies), DTC, acting for the Participating Clearing Agencies
(whether or not DTC is a Participating Clearing Agency with respect to such defaullt),
and using only the information on Available Net Resources contained in the
Supplementa Information Statements, recal culates the Guaranty Obligations and
Guaranty Entitlements of the Participating Clearing Agencies in accordance with the
same formula originaly used to caculate the Guaranty Obligations and Guaranty
Entitlements of the Participating Clearing Agencies and ddivers areport thereon to the

Participating Clearing Agencies, provided, however, that no Participating Clearing

Agency that is required to make a payment as aresult of any recaculation of Guaranty
Obligations and Guaranty Entitlements with respect to a prior default is required to
make any payment in excess of the positive amount of its Available Net Resources on
the date it received the Adjustment Notice plus or minus any cash payments it
previoudy received or paid, repectively, pursuant to the terms of the Multilatera
Agreement in respect of the same default. Two business days after that, DTC, acting
on gppropriate ingructions from the Participating Clearing Agencies required to make
adjusment payments as aresult of the recaculation of Guaranty Obligations and
Guaranty Entitlements described above, debits their settlement accounts the amounts

they are obligated to pay and credits the settlement accounts of the Participating
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Clearing Agencies entitled to receive adjusment payments the amounts they are entitled
to receive. Such debits and credits are then netted and settled with al other debits and
credits to the settlement accounts of the Participating Clearing Agencies on the day of

Settlement.

As the foregoing description of the process for adjusting Guaranty Obligations and
Guaranty Entitlements under the Multilateral Agreement indicates, a Clearing Agency is
never required to use its own assets to pay the clam of any other Clearing Agency
againg a Defaulting Member. Only the available net assets of the Defaulting Member
are ever used for this purpose, so, if asaresult of arecdculation of Guaranty
Obligations and Guaranty Entitlements, the obligation of a Participating Clearing Agency
which was a Payor Clearing Agency to make a payment isincreased or a Participating
Clearing Agency which was a Payee Clearing Agency is now required to make a
payment, the amount of that payment is nevertheless limited to the net assets of the
Defaulting Member then in the possession of the Participating Clearing Agency required
to make the payment plus the net amount of any payments it previoudy received from

other Participating Clearing Agencies on account of the same dlam.

Any Clearing Agency other than DTC may withdraw from the Multilateral Agreement

on ten days advance written notice, any Clearing Agency which resigns as a participant



(®)

Page 34 of 36

of DTC ceases to be a party to the Multilateral Agreement effective upon such
resgnation and DTC may terminate the Multilateral Agreement entirely on oneyear’s

advance written notice; provided, however, that any such withdrawal or resgnation

does not effect the obligations of awithdrawing or resigning Clearing Agency with
respect to aclaim for which a Default Notice was delivered prior to such withdrawal or
resgnation and any such termination does not effect the obligations of any Clearing
Agency with respect to aclaim for which a Default Notice was ddlivered prior to such

termination.

In conjunction with the Multilatera Agreement DTC and NSCC will be amending and
restating the Old DTC-NSCC Agreement in the form of the New DTC-NSCC
Agreement to delete the limited net resources guaranty provisions of the Old DTC-
NSCC Agreement so that there will be no conflict or priority issue with the limited

cross-guaranty provisons of the Multilaterd Agreement.

Section 17A(8)(2)(A) of the Securities Exchange Act of 1934 (the “Act”) directsthe
Securities and Exchange Commission (the “ Commission”) to facilitate the establishment
of anationd system for the prompt and accurate clearance and settlement of securities
transactions and to facilitate the establishment of linked or coordinated facilities for the

clearance and settlement of transactions. 15 U.S.C. §780-1(a)(2)(A). Section
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17A(b)(3)(F) of the Act requiresthat the rules of a clearing agency be designed to
assure the safeguarding of securities and funds which are in its custody or control or for

which it isresponsible. 15 U.S.C. §78g-1(b)(3)(F).

The proposed rule change -- comprising the Multilateral Agreement and the New DTC-
NSCC Agreement -- is congstent with the requirements of the Act and the rulesand
regulations promulgated thereunder because it will (i) reduce the risk of lossto Clearing
Agencies resulting from the fallure or default of a Common Member, (i) mitigate the risk
to the nationd clearance and settlement system resulting from such failure or default and
the impact of such failure or default on Clearing Agencies and ther other members or
participants, (iii) foster cooperation and coordination among Clearing Agencies and
other persons involved in the clearance and settlement of securities transactions and (iv)
assg Clearing Agencies in safeguarding the securities and funds in their custody or

control or for which they are responsible.

Sdaf-Regulatory Organization's Statement on Burden on Competition

DTC perceives no impact on competition by reason of the proposed rule
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C. Sdf-Regulatory Organization's Statement on Comments on the
Proposed Rule Change Received from Members, Participantsor Others

DTC has not solicited nor received written comments on the proposed rule

change.

Date of Effectiveness of the Proposed Rule Change
and Timing for Commission Action

Within 35 days of the date of publication of this notice in the Federal Register or

such longer period (i) as the Commission may delegate up to 90 days of such dateif it finds

such longer period to be appropriate and publishes its reasons for so finding or (i) asto which

the self-regulatory organization consents, the Commission will:

(A) by order approve such proposed rule change, or

(B) indtitute proceedings to determine whether the proposed rule change should be
disapproved.

Solicitation of Comments

Interested persons are invited to submit written data, views and arguments concerning
the foregoing, including whether the proposed rule change is consistent with the Act. Persons
making written submissions should file six copies thereof with the Secretary, Securities and
Exchange Commission, 450 Fifth Street, N.W., Washington, D.C. 20549. Copies of the
submission, al subsequent amendments, al written statements with respect to the proposed rule

change that are filed with the Commission, and dl written communications reaing to the
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proposed rule change between the Commission and any person, other than those that may be
withheld from the public in accordance with the provisions of 5 U.S.C. 8552, will be available
for ingpection and copying in the Commission's Public Reference Room, 450 Fifth Street,
N.W., Washington, D.C. 20549. Copies of such filing will aso be available for ingpection and
copying at the principa office of the above-mentioned sdf-regulatory organization. All
submissions should refer to the file number in the caption above and should be submitted within
____ daysdfter the date of this publication.

For the Commission, by the Divison of Market Regulation, pursuant to delegated
authority.>

Secretary.

Dated:

%17 CF.R. 200.30-3(8)(12).
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SECOND AMENDED AND RESTATED
NETTI NG CONTRACT AND LI M TED CROSS- GUARANTY

AGREEMENT, dated as of , 2000, between
Nat i onal Securities C earing Corporation, a New York corporation
("NSCC'), and The Depository Trust Conpany, a New York limted
pur pose trust conpany ("DTC'). Capitalized ternms used in this
Agreenent that refer to NSCC or the clearing activities of NSCC
and that are not otherw se defined herein shall have the
meani ngs given to such terns in the rules of NSCC (the "NSCC
Rul es"). Capitalized terns used in this Agreenent that refer to
DTC or the depository activities of DIC and that are not
ot herwi se defined herein shall have the meanings given to such
terms in the rules of DIC (the "DTC Rul es").

WIL TNESSETH

VWHEREAS, NSCC is (i) a "clearing agency", registered
under Section 17A(b) of the Securities Exchange Act of 1934, as
anended (the "Exchange Act"), in accordance with the provisions
of Section 19(a) thereof, (ii) a "clearing organization", as
defined in the Federal Deposit |Insurance Corporation | nprovenent
Act of 1991, as anended (the "FDIC Act"), and (iii) a
Partici pant of DTC

VWHEREAS, DTCis (i) a "clearing agency", registered
under Section 17A(b) of the Exchange Act, in accordance with the
provi sions of Section 19(a) thereof, (ii) a "clearing
organi zation", as defined in the FDIC Act, and (iii) a "clearing
corporation", as defined in the New York Uniform Comrerci al Code
whi ch operates a central depository for the book-entry transfer
and pl edge of Securities;

WHEREAS, fromtinme to tine a partnership, corporation
or other organization or entity may concurrently be a Menber of
NSCC and a Participant of DTC (each, a "Conmon Menber", as nore
particularly described in Section 2.01(a));

WHEREAS, (i) on each day that NSCC is open for
busi ness, a Menber of NSCC nay be entitled to receive a paynent
from or may be obligated to make a paynment to, NSCC, (ii) on
each day that DTC is open for business, a Participant of DIC may
be entitled to receive a paynent from or may be obligated to
make a paynent to, DIC, and (iii) on each business day that both
NSCC and DTC are open for business (a "Comon Business Day"), a
Common Menber may be (A) entitled to receive a paynent from both
NSCC and DTC (each, a "C earing Agency"), (B) obligated to make
LCG Exh3



a paynment to each Cearing Agency or (C) entitled to receive a
paynent fromone C earing Agency and obligated to make a paynent
to the other C earing Agency;

VWHEREAS, each Common Menber is (i) required by the
NSCC Rul es to nake a deposit to the Cearing Fund of NSCC and
(ii) required by the DTC Rules to nake a deposit to the
Partici pants Fund of DTC,

VWHEREAS, the NSCC Rules are a "netting contract" as
defined in the FDI C Act;

WHEREAS, the DTC Rules are a "netting contract” as
defined in the FDI C Act;

VWHEREAS, NSCC and DTC previously entered into a
Netting Contract and Limted Cross-Cuaranty, dated as of
April 4, 1994, which was anended and restated in an Anended and
Restated Netting Contract and Limted Cross-Cuaranty, dated as
of February 21, 1996 (such Netting Contract and Limted Cross-
Guaranty as anmended and restated in such Amended and Rest at ed
Netting Contract and Limted Cross-Guaranty, the "Current
Agreenent"), pursuant to which

(1) the Cearing Agencies net the right of a Commobn
Menber to receive a paynent from one C earing Agency
agai nst the obligation of the Conmon Menber to nake a
paynent to the other C earing Agency, so that the right to
receive a paynent is applied to the obligation to nmake a
paynment and the Common Menber either receives a single net
paynment fromone C earing Agency or nmakes a single net
paynent to the other C earing Agency;

(2) in certain circunstances, (A) DIC provides
l[iquidity to NSCC in the formof a specified anount of
securities and (B) NSCC provides liquidity to DTC in the
formof a specified amount of cash or the right to pledge a
speci fied anobunt of securities or a conbination of both;

(3) DTC provides NSCC with a guaranty of the
obligations of Common Menbers to NSCC to the extent of the
val ue of certain securities delivered by NSCC t hrough the
facilities of DTC (on which DIC has a lien), subject to
certain adjustnents, and NSCC provides DIC with a guaranty
of the settlenent obligations of Common Menbers to DIC to
the extent of the value of certain securities delivered to

2
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NSCC t hrough the facilities of DIC (on which DTC has no
lien), subject to certain adjustnents; and

(4) each Cearing Agency provides the other Cearing
Agency with a guaranty of the obligations of Conmon Menbers
to the extent of the avail able net resources of a Common
Menber that defaults in its obligations to either Cdearing
Agency, so that, if a Common Menber defaults inits
obligations to one or both Clearing Agencies, any resources
avail able to one C earing Agency in excess of the
obl i gati ons of the Commobn Menber to such C earing Agency
are applied to any deficiency in the resources available to
the other Cl earing Agency to satisfy the obligations of the
Common Menber to such Cearing Agency (the "Net Resources
Cross- Guaranty");

VWHEREAS, on the date hereof, NSCC and DTC are entering
into a Netting Contract and Limted Cross-CGuaranty with the
Enmergi ng Markets C earing Corporation, Governnment Securities
Cl earing Corporation, MBS Cearing Corporation and The Options
Clearing Corporation (the "Multilateral Agreenment"); and

VWHEREAS, the provisions of the Miultilateral Agreenent
are intended to supercede the Net Resources Cross-Cuaranty
provi sions of the Current Agreenent and, accordi ngly, NSCC and
DTC wi sh to anend and restate the Current Agreenent to delete
the Net Resources Cross-Cuaranty provisions of the Current
Agreenment and make certain other necessary and conform ng
changes;

NOW THEREFORE, in consideration of the nutua
prem ses contai ned herein and ot her good and val uabl e
consideration, the receipt and sufficiency of which are hereby
acknow edged, the parties hereto agree that, effective as of the
date hereof, the Current Agreenment is hereby anmended and
restated to read in its entirety as foll ows:
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ARTI CLE |
TERMS AND CONVENTI ONS

A. Section 1.01. Defined Terns. Set
forth belowis a list of the defined terns used in this

Agreenent and the place in this Agreenent where such terns are
defi ned:

Defined Term Defined In
G eari ng Agency For epart
Col | ateral Val ue Section 3.01(a)
Common Busi ness Day For epart
Conmon Menber Section 2.01(a)
Court Section 5.04
Credit Anmount Section 2.01(b)
Credit Anmount d earing Agency Section 2.04(a) (i)
Current Agreenent For epart
Debi t Anount Section 2.01(c)
Debit Amount C earing Agency Section 2.04(b) (i)
Def aul ti ng Menmber Section 2.01(d)
DTC For epart
DTC Col | ateral Substitute Quaranty Section 4.02
DTC Col | ateral Substitute Guaranty Maxi mum Section 4.01(a)
Anmount
DTC Liquidity Obligation Section 3.03(a)
DTC Liquidity Obligation Maxi mum Anmount Section 3.03(a)
DTC Net Loss Section 4.01(b)
DTC Rul es For epart
Exchange Act For epart

4
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Fai | ed Menber Section 2.01(e)

FDI C Act For epart
Quarantee Party Section 5.01(b)
Quarantor Party Section 5.01(c)
Limted Quaranty Section 5.01(a)
LOC Facility Section 3.01(b)
Long Al l ocation Section 3.01(c)
Mul til ateral Agreenent For epart
Net Credit Amount Section 2.04(a) (i)
Net Debit Arount Section 2.04(b) (i)
Net Resources Cross-Q@iaranty For epart
Netting Facilitator Section 2.01(f)
NSCC For epart
NSCC Liquidity Cbligation Section 3.04(a)
NSCC Liquidity Qoligation Maxi mum Armount Section 3.04(a)
NSCC Net Loss Section 4.01(d)
NSCC Rul es For epart
NSCC Col | ateral Substitute Guaranty Section 4.03
NSCC Col | ateral Substitute Guaranty Maxi num Section 4.01(d)
Anmount
ol igation Section 2.01(9)
Payi ng O eari ng Agency Section 5.04
Recei ving O earing Agency Section 5.04
Repl acenent Securities Section 3.01(d)
Reversi bl e Long All ocation Section 3.01(e)
5
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Rul es Section 2.01(h)

SEC For epart
Short Cover Section 3.01(f)
Term nation Date Section 6.01
Third-Party Agreenent Section 5.07

B Section 1.02. Certain Conventions.

Unl ess the context of this Agreenment otherw se requires, (a)

wor ds using the singular nunber include the plural nunber and
words using the plural nunber include the singular nunber, (b)
the term"hereof,"” "herein,” "hereby" and simlar words refer to
this Agreenment and (c) the terns "Article" or "Section" refer to
the specified Article or Section of this Agreenment. \Wenever
this Agreenent refers to a nunber of days, such nunber shal

refer to cal endar days unl ess Commobn Busi ness Days are
speci fi ed.

1. ARTICLE |1
NETTI NG CONTRACT BETWEEN NSCC AND DTC

A Section 2.01. Defined Terns. The
followi ng terns shall have the nmeani ngs specified bel ow

(a) The term " Comon Menber" shall nean each partnership,
corporation or other organization or entity that now
or hereafter may concurrently be a Menber of NSCC and
a Participant of DTC, notw thstandi ng that, subsequent
to an event or circunstance affecting the Conmon
Menber under this Agreenent, (i) the Conmon Menber
wi thdraws fromeither Cearing Agency, (ii) either
Cl earing Agency ceases to act for the Common Menber or
(tii) there is any other termnation of the
rel ationshi p between the Comon Menber and either
Cl eari ng Agency.

(b) "Credit Anpunt" shall nean any settlenment paynent due
froma Cearing Agency to a Conmon Menber after
netting all settlenment credits and debits with respect

6
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to all accounts maintai ned by the Conmon Menber with
such C earing Agency.

(c) "Debit Ampunt" shall nean any settl enent paynent due
froma Common Menber to a C earing Agency after
netting all settlenent credits and debits with respect
to all accounts maintai ned by the Conmon Menber with
such C earing Agency.

(d) "Defaulting Menber" shall nean (i) a Conmon Menber
which fails to pay a Debit Anmount or Net Debit Anpunt
or fails to satisfy any other Obligation to either
Cl earing Agency, (ii) a Conmon Menber for which either
Cl earing Agency has ceased to act or (iii) a Conmon
Menmber which for any other reason becones a Fail ed
Menber if the parties hereto agree that such reason
shall constitute a default for purposes of this
Agr eenent .

(e) "Failed Menber"” shall have the nmeaning provided in
Section 402(8) of the FDI C Act.

(f) "Netting Facilitator" shall nean the person or persons
(collectively as a group) designated by the Cearing
Agencies to act as provided in this Article 11

(g) "CObligation" shall nean any obligation or liability of
a Common Menber to a C earing Agency under the Rul es
of the Cl earing Agency.

(h) "Rules" shall mean (i) the NSCC Rules or (ii) the DIC
Rul es.

B. Section 2.02. Determnation of Credit
Anmount s and Debit Anpunts. On each Common
Busi ness Day, each C earing Agency shall determne, in
accordance with its Rules, the Credit Amount or Debit Amount for
each Common Menber, and shall report such Credit Amount or Debit
Amount to the Common Menber and the Netting Facilitator in such
manner as the parties hereto shall agree fromtine to tine.
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C. Section 2.03. Conparison of Credit
Anmount s and Debit Anpunts. On each Common
Busi ness Day, the Netting Facilitator shall conpare the Credit
Anmount or Debit Amount determ ned by each O earing Agency for
each Common Menmber and shall establish which Common Menbers have
a Credit Anobunt at one O earing Agency and a Debit Amount at the
ot her Cl earing Agency.

D. Section 2.04. Paynent of Net Credit
Amounts and Net Debit Anpunts. For each Common
Menber with a Credit Anmount at one C earing Agency and a Debit
Anmount at the other C earing Agency, the Netting Facilitator
shall net the Credit Anmount and the Debit Anobunt, and:

(a) if the Credit Amount is greater than the Debit Anount,
(i) the excess shall constitute a "Net Credit Anount”
owed by the Cearing Agency at which there was a
Credit Amount (the "Credit Anpunt C earing Agency") to
t he Common Menber, (ii) the Credit Ampunt O earing
Agency shall pay the Common Menber an anount equal to
the Net Credit Amount in full satisfaction of the
settlenent obligation of the Credit Anpbunt C earing
Agency to the Common Menber and (iii) the Credit
Amount Cl eari ng Agency shall pay the other Cearing
Agency an anmount equal to the Debit Amount in full
satisfaction of the settlenent obligation of the
Common Menber to the other C earing Agency;

(b) if the Debit Ampbunt is greater than the Credit Anount,
(i) the excess shall constitute a "Net Debit Amount”
owed by the Common Menmber to the Clearing Agency at
whi ch there was a Debit Anount (the "Debit Anopunt
Cl earing Agency"), (ii) the Conmon Menber shall pay
the Debit Anpunt C earing Agency an anount equal to
the Net Debit Amount in full satisfaction of the
settl enent obligation of the Conmon Menber to the
Debit Anpbunt Cl earing Agency and (iii) the Credit
Amount Cl eari ng Agency shall pay the Debit Anount
Cl eari ng Agency an anmount equal to the Credit Anpunt
in full satisfaction of the settlenent obligation of
the Credit Amount O earing Agency to the Conmon
Menber; and

(c) if the Credit Amount equals the Debit Amount, (i) the
Credit Amount C earing Agency shall pay the Debit
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Amount Cl earing Agency an anmount equal to the Credit
Amount in full satisfaction of (A the settlenent
obligation of the Comon Menber to the Debit Anount

Cl earing Agency and (B) the settlenent obligation of
the Credit Amount C earing Agency to the Conmon Menber
and (ii) no paynent shall be due to or fromthe Comon
Menber .

E. Section 2.05. Mthod of Making

Paynents. Al paynents to be nade pursuant to
Section 2.04 shall be made in the nmanner prescribed by the Rules
of the Cearing Agencies for settlenent paynents. |In order to
reduce the nunber of paynents to be nade, the Netting
Facilitator may (a) aggregate or net the paynents to be made by
the Cl earing Agencies to each other and (b) instruct the
Cl earing Agencies to nmake such aggregated or netted paynents
accordingly.

F. Section 2.06. Sharing of Settl enent
| nformation. The C earing Agencies shall share
wi th each other and the Netting Facilitator information
regarding the Credit Anpbunts and Debit Anounts of Common Menbers
in the manner in which they currently share such information or
as they shall agree fromtine to tine.

G Section 2.07. Effectiveness of Netting
Contract. The provisions of this Article |
shal | be given effect notw thstanding that a Conmon Menber
becones a Defaulting Menber, except as the parties hereto may
ot herw se agree.

[11. ARTICLE |1
CERTAI N ARRANGEMENTS BETWEEN NSCC AND DTC

A Section 3.01. Defined Terns. The
follow ng terns shall have the nmeani ngs specified bel ow

(a) "Collateral Value" for purposes of Section 4.02 shal
mean (i) wth respect to equity Securities that have a
Mar ket Val ue of $5.00 or nore, 90% of the Market Val ue
of such Securities, (ii) with respect to investnent

9
LCG Exh3



grade debt Securities, 95% of the Market Val ue of such
Securities, and (iii) with respect to any ot her
Securities, zero or such percentage of the Market

Val ue of such other Securities as DIC nay determ ne
inits sole discretion, fromtinme to tine, or

(iv) such other percentage of the Market Val ue of any
Securities as the Cearing Agencies shall nutually
agree upon fromtine to tine. "Collateral Value" for
all other purposes shall have the neaning provided in
Section 1 of Rule 1 of the DTC Rul es.

(b) "LOC Facility" shall nmean the conmtted revolving |ine
of credit facility maintained by DTC with one or nore
banks or other |enders, as the sane may exi st from
time to tine.

(c) "Long Allocation" shall nmean a free delivery of
Securities (resulting fromthe CNS Accounti ng
Operation) by NSCC to a Common Menber through the
facilities of DTC

(d) "Replacenent Securities" shall mean Securities with
Col | ateral Value (thereby excluding Long All ocations)
that DTC may (i) segregate if a Common Menber becones
a Defaulting Menber and (ii) either (A) pledge to
secure an advance to DTC under the LOC Facility or, if
not needed for that purpose, (B) use to satisfy
certain obligations of DTC to NSCC pursuant to this
Agr eenent .

(e) "Reversible Long Allocation"” shall nmean a Long
Al'l ocation which has not been transferred, w thdrawn
or pledged by the Common Menber.

(f) "Short Cover" shall mean a free delivery of Securities
(resulting fromthe CNS Accounting Operation) by a
Common Menber to NSCC through the facilities of DIC

B. Section 3.02. Certain Arrangenents.
Not wi t hst andi ng anything el se contained in the Rules, with
respect to Securities transferred through the facilities of DIC
on any Common Busi ness Day:

(a) Securities delivered free as Short Covers by a Comon
Menmber to NSCC, including Securities delivered versus

10
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Menmbe
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(b)

(¢)

r:

(a)

(b)

paynent to a Common Menber which are redelivered free
as Short Covers to NSCC, shall not be pledged by DTC
to secure any advance to DIC under the LOC Facility.

Securities delivered free as Long Al l ocati ons by NSCC
to a Coormon Menmber (i) shall not be given any
Col | ateral Val ue for purposes of calculating the
Col | ateral Monitor for any Account Fam |y of the
Common Menber and, except as provided in Section
3.04(b) and (ii) shall not be pledged by DIC to secure
any advance to DIC under the LOC Facility.

If a Common Menber fails to satisfy any bligation and
beconmes a Defaulting Menber, DTC shall redeliver free
to NSCC, on demand, all Reversible Long Allocations
credited by DTC to the Conmon Menber on the day on

whi ch NSCC nakes a demand hereunder, provided that the
Common Menber is still a Defaulting Menber on that

day. NSCC shall pronptly notify DTC of any such
event .

Section 3.03. Liquidity Cbligation of
DIC. If a Comon Menber becones a Detaulting

DTC shall make available to NSCC, on demand, liquidity
(the "DTC Liquidity Obligation") in an anmount up to
(i) the aggregate Collateral Value of all Long

Al l ocations credited by DTC to the Defaul ting Menber
on the day on which NSCC makes a demand her eunder
(provided that the Defaulting Menber is still a
Defaul ti ng Menber on that day) mnus (ii) the sum of
(A) the Collateral Value of the Reversible Long

Al l ocations redelivered that day by DTC to NSCC
pursuant to Section 3.02(c) and (B) any Credit Anount
of the Defaulting Menber at DTC applied that day

agai nst any Debit Amount of the Defaulting Menber at
NSCC (the "DTC Liquidity Cbligation Maxi mum Amount™).

In satisfaction of the DTC Liquidity Obligation, DIC
shall, until such tinme as NSCC no | onger needs such
liquidity or as otherwise provided in this Section
3.03, without interest or other charge, (i) advance

i rmedi ately available funds to NSCC in an anmount up to
the DIC Liquidity Obligation Maxi mum Anount or (ii)
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Menmber

(c)

(d)

D.

deliver free to NSCC Repl acenent Securities sel ected
by DTC having an aggregate Col lateral Value up to the
DTC Liquidity Qbligation Maxi nrum Anount or (iii)
provi de NSCC with a conbination of imrediately
avai |l abl e funds and Repl acenent Securities (selected
and valued as set forth in clause (ii) above) in a
total amount up to the DIC Liquidity Cbligation

Maxi mum Anopunt. I n satisfaction of the DIC Liquidity
ol igation, DIC shall have the option of determ ning
whet her the DTC Liquidity Obligation shall be
satisfied in accordance with the provisions of clause
(i), (ii) or (iii) of this paragraph (b). DTC may, at
any tinme, substitute cash for Replacenent Securities
provi ded by DTC to NSCC in accordance with clause (ii)
or (iii) of this paragraph (b).

NSCC shal | use Repl acenent Securities provided by DIC
to NSCC i n accordance with paragraph (b) above only
for the purpose of securing an advance fromits

| enders in accordance with the NSCC Rul es, and DTC
acknow edges that NSCC may use such Repl acenent
Securities for such purpose.

NSCC shall pronptly redeliver to DIC any Repl acenent
Securities provided by DTC to NSCC i n accordance with
paragraph (b) above (i) if NSCC does not need such
Repl acenment Securities for the purpose specified in
par agraph (c) above, (ii) upon the satisfaction of the
obligations of DIC to NSCC pursuant to Section 4.02 or
(iii1) to enable DTC to deliver the Repl acenent
Securities in connection with a |iquidation thereof
for the purpose of applying the proceeds to the
satisfaction of the obligations of DTC to NSCC
pursuant to Section 4.02. NSCC shall pronptly repay
to DTC any cash provided by DTC to NSCC pursuant to
par agr aph (b) above upon the satisfaction of the
obligations of DIC to NSCC pursuant to Section 4.02.

Section 3.04. Liquidity Obligation of
NSCC. |If, on any Common Busi ness Day, a Conmon

beconmes a Defaulting Menber and if, because of the
application of Section 3.02(a), the funds available to DTC from
the LOC Facility are insufficient to nmeet its needs:
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(a)

(b)
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(¢)

NSCC shal | nake available to DTC, on demand, liquidity
(the "NSCC Liquidity OQoligation”) in an anmount up to
(i) the aggregate Collateral Value of all Securities
delivered free as Short Covers fromthe Defaul ting
Menber to NSCC on the day of the default mnus (ii)
any Credit Anount of the Defaulting Menber at NSCC
applied that day against any Debit Amount of the
Def aul ting Menber at DTC (the "NSCC Liquidity

ol i gati on Maxi mum Anount ") .

In satisfaction of the NSCC Li quidity Qobligation, NSCC
shall, until such time as DIC no | onger needs such
additional liquidity, without interest or other

charge, (i) advance imedi ately available funds to DTC
in an anobunt up to the NSCC Liquidity Obligation
Maxi mum Anmount or (ii) permt DITC to retain and pl edge
to its lenders Reversible Long Allocations sel ected by
DTC (otherwi se required to be redelivered to NSCC
pursuant to Section 3.02(c)) having an aggregate
Col l ateral Value up to the NSCC Liquidity Ooligation
Maxi mum Anount or (iii) provide DTC with a conbi nation
of immedi ately avail abl e funds and Reversi bl e Long

Al | ocations (selected, valued and applied as set forth
in clause (ii) above) in a total amount up to the NSCC
Liquidity Qbligation Maxi mum Amount. I n satisfaction
of the NSCC Liquidity Qoligation, NSCC shall have the
option of determ ning whether the NSCC Liquidity

ol igation shall be satisfied in accordance with the
provi sions of clause (i), (ii) or (iii) of this

par agraph (b).

DTC shall pronptly deliver to NSCC any Reversible Long
Al | ocations retained by DIC in accordance with
paragraph (b) above (i) upon the satisfaction of the
obligations of NSCC to DTC pursuant to Section 4.03 or
(ii) to enable NSCC to deliver the Reversible Long

Al l ocations in connection with a |iquidation thereof
for the purpose of applying the proceeds to the
satisfaction of the obligations of NSCC to DTIC
pursuant to Section 4.03. DTC shall pronptly repay to
NSCC any cash provided by NSCC to DTC pursuant to

par agraph (b) above upon the satisfaction of the
obligations of NSCC to DTC pursuant to Section 4.03.
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Section 3.05. Certain Indemities.

Wth respect to the obligations of the C earing Agencies
pursuant to this Article II1:

(a)

(b)

DTC shall indemify and hold harm ess NSCC from and
agai nst any claim |oss, cost or expense suffered or
incurred by NSCC as a result of any law, rule,
regul ati on, order or judgnent that requires or
obligates NSCC to deliver to the Defaulting Menber,
its legal representative or any other person the
Reversi bl e Long All ocations provided by NSCC to DTC
pursuant to Section 3.04(b)(ii) and (iii), or make a
paynent on account thereof.

NSCC shall indemify and hold harm ess DIC from and
agai nst any claim |oss, cost or expense suffered or
incurred by DTC as a result of any law, rule,

regul ation, order or judgnment that requires or
obligates DIC to deliver to the Defaulting Menber, its
| egal representative or any other person the

Reversi ble Long All ocations and Repl acenent Securities
provi ded by DTC to NSCC pursuant to Section 3.02(c)
and Section 3.03(a), or nake a paynent on account

t her eof .

V. ARTICLE |V

LI M TED COLLATERAL SUBSTI TUTE CROSS- GUARANTI ES

A.
followi ng terns shall have the neani ngs specified bel ow

LCG Exh3

(a)

Section 4.01. Defined Terns. The

"DTC Col | ateral Substitute Guaranty Maxi num Anount"”
shall nmean, with respect to Securities transferred
through the facilities of DTC on any Commpn Busi ness
Day, an anount equal to (i) the aggregate Collatera
Val ue of all Securities delivered free as Long
Al'l ocations by NSCC to a Conmon Menber, whether or not
such Long Al l ocations have been transferred, w thdrawn
or pl edged by the Common Menber, minus (ii) the sum of
(A) the Collateral Value of the Reversible Long
Al | ocations redelivered by DIC to NSCC pursuant to
Section 3.02(c) and (B) any Credit Amount of the
Common Menber at DTC applied that day agai nst any
Debit Ampbunt of the Common Menber at NSCC.
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(b)

(¢)

(d)

(a)

"DTC Net Loss" shall nean any |oss incurred by DIC
with respect to a Common Menber which has failed to
satisfy any Qoligation to DIC after application of (i)
the netting paynments made pursuant to Article Il and
(ii) the failure to settle procedures incorporated
into the DTC Rul es.

"NSCC Col | ateral Substitute Guaranty Maxi mum Anmount”
shall mean, with respect to Securities transferred
through the facilities of DTC on any Comon Busi ness
Day, an anount equal to (i) the sumof (A) the
aggregate Market Value of all Securities delivered
versus paynent to a Conmon Menber which are
redelivered free as Short Covers by the Comon Menber
to NSCC plus (B) the aggregate Col | ateral Value of al
ot her Securities delivered free as Short Covers by the
Common Menber to NSCC minus (ii) the sumof (A) the
excess (if any) of 90% of the aggregate Market Val ue
of the Securities constituting the portion of the
schedul ed aggregate Short Covers of the Common Menber
attributable to non-fail ACATS itens over 80% (or such
ot her percentage as NSCC shall fromtine to tine
specify to DTC in witing) of the aggregate Market

Val ue of the Securities constituting the portion of

t he schedul ed aggregate Long Al |l ocations of the Conmon
Menber attributable to non-fail ACATS itens and (B)
any Credit Anmount of the Common Menber at NSCC applied
t hat day agai nst any Debit Amount of the Conmon Menber
at DTC.

"NSCC Net Loss" shall nean any | oss incurred by NSCC
with respect to a Common Menber which has failed to
satisfy any Obligation to NSCC after application of
(i) the netting paynents made pursuant to Article |1
and (ii) the close out of transactions in accordance
with the NSCC Rul es.

Section 4.02. DTC Col | ateral
Substitute Guaranty.

DTC hereby guarantees (the "DIC Col | ateral Substitute
GQuaranty"), in the manner and to the extent set forth
i n paragraph (b) below, the Cbligations of Defaulting
Menbers to NSCC, provided, however, that, as a
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(b)

(a)

condition to the effectiveness of such DIC Col |l atera
Substitute Guaranty (i) as between NSCC and the
Def aul ti ng Menber, the "effective tinme" (as defined in
the NSCC Rules) on the day of the default shall not
have occurred, and (ii) NSCC shall give DIC notice,
prior to the conpletion of noney settlenent at both

Cl earing Agencies on the day of the default, that NSCC
i ntends to nake a cl ai magai nst DIC on the DTC
Col | ateral Substitute Guaranty but (A) NSCC shall not
be required to give such notice to DIC as a condition
to the effectiveness of the DIC Coll ateral Substitute
GQuaranty if NSCC has received a notice from DTC
pursuant to Section 4.03(a) and (B) any failure of
NSCC to give a tinely notice pursuant to this
paragraph (a) shall be deened waived if DIC
neverthel ess makes a guaranty paynent to NSCC pur suant
to paragraph (b) bel ow.

In satisfaction of the DIC Col | ateral Substitute
GQuaranty, DIC shall pay NSCC, on demand (which demand
shall be made no | ater than one year after the day of
the failure) in imediately avail abl e funds, an anount
equal to the lesser of (i) the DIC Coll atera
Substitute Guaranty Maxi mum Anount or (ii) the NSCC
Net Loss; provided, however, that, if DIC and NSCC
both agree (on a case by case basis), in lieu of such
paynent, DTC shall deliver free to NSCC avail abl e
Repl acenent Securities selected by DIC having a
Col | ateral Value equal to the ambunt of such paynent,
and the DTC Col | ateral Substitute Guaranty shall be
di scharged to the extent of the Collateral Val ue of
such Repl acenent Securities.

Section 4.03. NSCC Col |l atera
Substitute Guaranty.

NSCC her eby guarantees (the "NSCC Col | at er al
Substitute Guaranty"), in the manner and to the extent
set forth in paragraph (b) below, the Obligations of
Def aul ti ng Menbers to DTC, provided, however, that, as
a condition to the effectiveness of such NSCC
Col | ateral Substitute Guaranty, DTC shall give NSCC
notice, prior to the conpletion of noney settlenent at
both Cl earing Agencies on the day of the default, that
DTC intends to make a cl ai m agai nst NSCC on t he NSCC
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Col | ateral Substitute Guaranty but (i) DTC shall not
be required to give such notice to NSCC as a condition
to the effectiveness of the NSCC Col | ateral Substitute
GQuaranty if DTC has received a notice from NSCC
pursuant to Section 4.02(a) and (ii) any failure of
DIC to give a tinmely notice pursuant to this paragraph
(a) shall be deened waived if NSCC neverthel ess makes
a guaranty paynent to DIC pursuant to paragraph (b)

bel ow.

(b) 1In satisfaction of the NSCC Col | ateral Substitute
GQuaranty, NSCC shall pay DTC, on demand (which demand
shall be made no | ater than one year after the day of
the failure) in imediately avail abl e funds, an anount
equal to the lesser of (i) the NSCC Coll ateral
Substitute Guaranty Maxi mum Amount or (ii) the DTC Net
Loss.

D. Section 4.04. Collateral Val ue.
Not wi t hst andi ng anything el se contained in the DTC Rules, the
anount of the NSCC Col | ateral Substitute Guaranty with respect
to the bligations of a Conmon Menber shall be given Collatera
Val ue for purposes of calculating the Collateral Mnitor for the
applicable Account Family of the Common Menber.

V. ARTI CLE V
CERTAI N UNDERTAKI NGS OF NSCC AND DTC

A. Section 5.01. Defined Terns. The
following terns shall have the neani ngs specified bel ow

(a) "Limted Guaranty" shall nean (i) a DIC Coll atera
Substitute Guaranty or (ii) an NSCC Coll ateral
Substitute Guaranty.

(b) "Guarantee Party" shall nean the C earing Agency
entitled to receive a Limted Guaranty.

(c) "Quarantor Party" shall nmean the C earing Agency
required to give a Limted Guaranty.

17
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B. Section 5.02. bligations of
Def aul ti ng Menbers. For purposes of Article IV

(a) If an oligation of a Defaulting Menber to a O earing
Agency is a performance (bligation rather than a
paynment Cbligation, such performance Cbligation shal
be liquidated by the C earing Agency and reduced to a
paynent Obligation.

(b) If a Defaulting Menber has a Debit Anmount at each
Cl eari ng Agency on any Common Busi ness Day, so that
the provisions of Article Il do not apply to reduce
either Debit Amount to a Net Debit Anount, (i) each
such Debit Amount shall constitute an Obligation of
the Defaulting Menber and (ii) each C earing Agency
shall be entitled to treat the anount thereof as an
unpai d Ooligation of the Defaulting Menber.

(c) If a Clearing Agency nmakes a guaranty paynent to the
ot her Cl earing Agency in accordance with the
provi sions of Article IV, such guaranty paynent shal
constitute an Cbligation of the Defaulting Menber to
the C earing Agency that nmakes the guaranty paynent.

C. Section 5.03. Subsequent Adjustnent by
the Parties. |If any information 1s received by a

Clearing Agency after a paynment is nade with respect to a
Limted Guaranty which would result in a change in the
cal culation of the Limted Guaranty, (a) such C earing Agency
shall promptly report that information to the other C earing
Agency, (b) there shall be a new calculation of the Limted
GQuaranty and (c) appropriate adjustnents shall be nade by the
parties, even and notw t hstandi ng that such adjustnents may
reduce or elimnate or increase or create a Limted Guaranty or
change a Cearing Agency froma GQuarantor Party to a Guarantee
Party or vice versa.
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D. Section 5.04. Subseqguent Determ nation
by the Parties or a Court. Upon a determ nation

by a Clearing Agency or the judgnent of a court of conpetent
jurisdiction (the "Court") that any anount paid pursuant to this
Agreenent was not paid on account of an anpbunt owed by a
Defaul ti ng Menber to the Cl earing Agency that received the
paynent (the "Receiving Cearing Agency"), the Receiving
Cl earing Agency shall pronptly repay to the C earing Agency that
paid the anount (the "Paying C earing Agency") the anount paid
by the Paying C earing Agency to the Receiving Cearing Agency;
provi ded, however, that (i) if the Receiving Cearing Agency is
ordered by the Court to pay to or on behalf of the Defaulting
Menber the anmpbunt paid by the Paying C earing Agency to the
Recei ving Cl earing Agency, then such anount shall be paid as
ordered to or on behalf of the Defaulting Menber and such
paynment shall di scharge any obligation of the Paying C earing
Agency to the Defaulting Menber for such anmount, and (ii) if the
Receiving Clearing Agency is ordered by the Court to pay to or
on behalf of the Defaulting Menber only a portion of the anount
paid by the Paying C earing Agency to the Receiving Cearing
Agency, then such anount shall be paid as ordered to or on
behal f of the Defaulting Menber and the excess which is not so
paid to or on behalf of the Defaulting Menber shall be retained
by the Receiving Cearing Agency or repaid to the Paying
Cl earing Agency in accordance with their rights and obligations
under this Agreenment as their interests may appear. The parties
hereto shall cooperate with each other, including in any action
or proceeding, to endeavor to prevent redundant paynents to a
Def aul ti ng Menber.

E. Section 5.05. Nature of Linmted
Guaranties. The Limted Guaranties provided in

Article IV and Article V shall be continuing guaranties and
shall apply to all obligations of the C earing Agencies
t hereunder on a daily basis whenever arising. Al obligations
out standi ng when clains wth respect thereto are nade shall,
cunul atively and in the aggregate, constitute the obligations to
be satisfied, subject to the adjustnments to be nade in
accordance with Section 5.03 and Section 5.04. The Limted
GQuaranties provided in Article 1V shall be separate and
i ndependent guaranties. Clains wth respect thereto shall not
be of fset or netted.
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F. Section 5.06. Sharing of Certain
Information . Each C earing Agency shal
pronptly notify the other Cearing Agency if such dearing
Agency (a) ceases to act for a Common Menber or (b) |earns of
any ot her reason why a Common Menber woul d be a Defaulting
Menber .

G Section 5.07. Notice of Oher
Agreenents. |If either Cl earing Agency proposes

to enter into a "netting contract”, as defined in the FDI C Act,
or any other agreenment with any other clearing agency registered
under Section 17A(b) of the Exchange Act, other than any whol |l y-
owned subsidiary of such C earing Agency, which provides for
netting or guaranty arrangenents simlar or conparable to the
arrangenents in this Agreenent (a "Third-Party Agreenent"), such
Cl earing Agency shall give notice of such intent and a copy of
such Third-Party Agreenent to the other C earing Agency at | east
ten days prior to the tinme that such Third-Party Agreenent is
execut ed and/or submtted for approval to the SEC.

H. Section 5.08. Incorporation of this
Agreenent into Rules. Each Cearing Agency shal
cause this Agreenent to be incorporated into the Rules of such
Clearing Agency. 1In the event of a conflict between the
provi sions of this Agreenent and the other Rules of a Clearing
Agency, the provisions of this Agreenent shall prevail.

VI. ARTICLE VI
M SCELLANEQUS
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A Section 6.01. Termnation. Either
party hereto may termnate this Agreenent as of a day on which
neither Cl earing Agency is open for business ("Termnation
Date") by giving the other party hereto witten notice thereof
at |east 120 days prior to the Term nation Date, except that (a)
the provisions of Article Il shall survive the term nation of
this Agreenent with respect to the netting of Credit Anobunts and
Debit Anounts for any Comon Business Day prior to the
Term nation Date, (b) the provisions of Article Il shal
survive the termnation of this Agreenent with respect to a
liquidity obligation arising prior to the Term nation Date, (c)
the provisions of Article IV shall survive the term nation of
this Agreement with respect to the guaranty rights and
obligations arising thereunder prior to the Term nation Date and
(d) the provisions of Article V shall survive the term nation of
this Agreenment insofar as such provisions relate to provisions

of Articles Il, IlIl and IV that survive the term nation of this
Agr eenent.
B. Section 6.02. Notices. Al notices,

requests and ot her comruni cati ons hereunder shall be in witing
and shall be deenmed to have been duly given only if delivered
personally or by telecopier to the other party hereto at the
foll owm ng addresses or tel ecopier nunbers:

Nati onal Securities O earing Corporation
55 Water Street
New Yor k, New York 10041

Attention:
Tel ecopi er:

The Depository Trust Conpany
55 Water Street
New Yor k, New York 10041

Attention:
Tel ecopi er:

provi ded, however, that a notice pursuant to Section 4.02 or
Section 4.03 nay be given verbally (in person or by phone or
ot her neans) and the party receiving a notice given verbally
shall be entitled to rely and act upon it if such party
reasonably believes that such notice was given by the other

party.
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C. Section 6.03. Entire Agreenent. This
Agr eenment supersedes all prior discussions, expressions of
i ntent and agreenents between the parties hereto with respect to
the subject matter hereof.

D. Section 6.04. Binding Effect. This
Agreenent i s binding upon, inures to the benefit of and is
enforceable by the parties hereto and their respective
successors and permtted assigns.

E. Section 6.05. No Assignnent. Neither
this Agreenent nor any right, interest or obligation hereunder
may be assigned by any party hereto without the prior witten
consent of the other party hereto and any attenpt to do so shal
be voi d.

F. Section 6.06. Anmendnent. This
Agreenent may be anended, supplenented or nodified only by a
witten instrunment duly executed by or on behalf of each party
her et o.

G Section 6.07. No Third Party
Beneficiaries. The terns and provisions of this

Agreenent are intended solely for the benefit of each party
hereto and their respective successors or permtted assigns, and
it is not the intention of the parties to confer third-party
beneficiary rights upon any other person, including wthout
[imtation any Menber of NSCC or Participant of DTC.
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H. Section 6.08. Severability. |If any
provi sion of this Agreenment is held to be illegal, invalid or
unenf orceabl e under any present or future law, and if the rights
or obligations of any party hereto under this Agreenent wll not
be materially and adversely affected thereby, (a) such provision
shall be fully severable, (b) this Agreenment shall be construed
and enforced as if such illegal, invalid or unenforceable
provi sion had never conprised a part hereof, (c) the remaining
provi sions of this Agreenent shall remain in full force and

effect and shall not be affected by the illegal, invalid or
unenf orceabl e provision or by its severance herefromand (d) in
lieu of such illegal, invalid or unenforceable provision, there

shall be added automatically as a part of this Agreenent a

| egal, valid and enforceable provision as simlar in ternms to
such illegal, invalid or unenforceabl e provision as nay be
possi bl e.

| . Section 6.09. Governing Law. This
Agreenent shall be governed by and construed in accordance with
the laws of the State of New York wi thout giving effect to
principles of conflicts of |aw

J. Section 6.10. Counterparts. This
Agreenent may be executed in any nunmber of counterparts, each of
whi ch shall be deenmed an original, but all of which together
shall constitute one and the sanme instrunent.

NATI ONAL SECURI TI ES CLEARI NG CORPORATI ON

By:
Name:
Title:

THE DEPOSI TORY TRUST COVPANY

By:

Name:
Title:
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