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Amendment No. 2 

to 
Third 

Amended and Restated 
Options Exercise Settlement Agreement 

 
 This Amendment No. 2 to Third Amended and Restated Options Exercise 
Settlement Agreement (this “Amendment”), dated as of November __, 2008, by and 
between THE OPTIONS CLEARING CORPORATION, a Delaware corporation 
(“OCC”), and NATIONAL SECURITIES CLEARING CORPORATION, a New York 
corporation (“NSCC”). 
 

W I T N E S S E T H 
 
 WHEREAS, OCC and NSCC are parties to a Third Amended and Restated 
Options Exercise Settlement Agreement dated as of February 16, 1995, as amended (the 
“Third Restated Agreement”); 
  
 WHEREAS, pursuant to the Third Restated Agreement as currently in effect, 
OCC guarantees to NSCC the performance by NSCC Members of settlement obligations 
resulting from E&A Positions, with the amount guaranteed by OCC in respect of the 
performance of an NSCC Member’s settlement obligation equal to the smaller of the Net 
Member Debit to NSCC and the Calculated Margin Requirement in respect of the NSCC 
Member; 
 

WHEREAS, pursuant to the Third Restated Agreement as currently in effect, 
NSCC guarantees to OCC the performance by OCC Members of settlement obligations 
resulting from E&A Positions, with the amount guaranteed by NSCC in respect of the 
performance of an OCC Clearing Member’s settlement obligation equal to the smaller of 
the Net Member Debit to OCC and the Calculated Margin Credit in respect of the OCC 
Member; 

 
WHEREAS, both OCC and NSCC collect margin in respect of such E&A 

Positions  through settlement, calculated utilizing risk-based margining methodologies, 
which include volatility charges. 

 
 WHEREAS, in order to preserve the availability to OCC of assets to enable OCC 
to make good on its guarantee to NSCC, OCC does not permit the release of margin in 
respect of E&A Positions until the morning of the business day after settlement is made 
(i.e., securities are delivered or paid for, or a CNS mark-to-market payment is made) in 
respect of such E&A Positions at NSCC; 
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 WHEREAS, an NSCC Member may accordingly have an obligation in respect of 
E&A Positions on their exercise date through settlement date both to OCC to maintain 
margin or cover in respect of the positions, and to NSCC to pay a margin amount in 
respect of, and settle, such positions (or pay the net of the Mark-to-Market Amounts in 
respect of the positions); 
 
 WHEREAS, this dual obligation to OCC and NSCC in respect of E&A Positions 
may constitute a significant interim financial burden on NSCC Members and OCC 
Clearing Members, particularly during the three business days following Options 
expiration each calendar month (the “Expiration Settlement Days”), and NSCC and 
OCC desire to mitigate this burden; 
 
 WHEREAS, an accelerated NSCC trade guaranty in respect of those E&A 
Positions that result from an Options exercise or  assignment on an Option expiration 
date, together with a modified methodology for calculating the Calculated Margin 
Requirement or the Calculated Margin Credit if a Common Member becomes a 
Defaulting Member on an Expiration Settlement Day, would allow OCC to release 
duplicative margin on Expiration Settlement Days in respect of E&A Positions on a more 
expedited basis, and thus mitigate burdens on NSCC and OCC Members while retaining 
adequate margin to protect both OCC and NSCC; 
 
 WHEREAS, in order to further mitigate this financial burden and facilitate the 
settlement, on any exercise settlement date, of the settlement obligations relating to 
Assigned Short Positions, OCC and NSCC, together with The Depository Trust Company 
(“DTC”), have established a program to permit an NSCC Member that has a security 
deliver obligation on an exercise settlement date with respect to an Assigned Short 
Position to request OCC to release underlying securities pledged to it at DTC by the 
NSCC Member to meet the NSCC Member’s OCC margin or cover requirement, so that 
the NSCC Member may fully or partially complete its CNS security deliver obligation at 
NSCC on such exercise settlement date; 
 
 WHEREAS, this program will provide for the delivery of such released securities 
to NSCC’s settlement account at DTC (such securities referred to as “Released and 
Delivered Securities”); and 
 
 WHEREAS, OCC and NSCC therefore desire to amend the Third Restated 
Agreement to provide that (i) NSCC will accelerate its trade guaranty in respect of 
specified E&A Positions and therefore allow for OCC to release the volatility component 
of its margin at a point before settlement as appropriate, and (ii) the NSCC settlement 
obligations satisfied by the Released and Delivered Securities will be excluded from the 
computation of a Calculated Margin Requirement or Calculated Margin Credit, should 
any such amount have to be calculated for the Common Member pursuant to the Third 
Restated Agreement; 
 
 NOW, THEREFORE, in consideration of the premises and of the mutual 
covenants, terms and conditions herein set forth, and other valuable consideration, the 
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receipt and sufficiency of which are hereby acknowledged, OCC and NSCC hereby agree 
to amend the Third Restated Agreement as hereinafter provided: 
 

1. Defined Terms.  Any capitalized term used herein and not defined shall 
have the meaning specified in the Third Restated Agreement.  For purposes of this 
Amendment and ease of reference, (i) the date of an exercise or assignment of an option 
processed for settlement by NSCC in accordance with the Third Restated Agreement and 
NSCC’s Rules & Procedures shall be referred to as “T”, and its scheduled settlement date 
as “T+3”,and the intervening business days as “T+1” and “T+2”; and (ii) the exercise or 
assignment of an Option on an Option expiration date that is submitted by OCC to NSCC 
for settlement processing shall be referred to as an “Expiration Position.” 

 
 2. Acceleration of Trade Guaranty.  NSCC agrees that with respect to (and 
only with respect to) the Expiration Positions of a Common Member, Appointed Clearing 
Member, Nominated Correspondent or CDS, the trade guaranty applicable under NSCC’s 
Rules & Procedures to such transactions shall be accelerated and become effective at the 
time on T+1 (ordinarily the Monday following Option expiration) when NSCC collects 
from the Common Member (or Appointed Clearing Member, Nominated Correspondent 
or CDS, as applicable) its Clearing Fund requirement  determined in accordance with 
NSCC’s Rules & Procedures. 
 
 3. Calculated Margin Requirement and Calculated Margin Credit.  
Should any Common Member (or Appointed Clearing Member, Nominated 
Correspondent or CDS)  become a Defaulting Member during an Expiration Settlement 
Day, then the parties agree that the Calculated Margin Requirement used in determining 
the amount of the OCC guaranty to NSCC, and/or the Calculated Margin Credit used in 
determining the amount of the NSCC guaranty to OCC, shall each be calculated  with 
respect to the Defaulting Member pursuant to Paragraph 5(a) of the Third Restated 
Agreement using: 
 
(i) the Marking Price in effect on the date the entity became a Defaulting Member 

(if the Defaulting Member met its settlement obligations to OCC (if any) on such 
date and, if the default date is T+1, irrespective of whether the Defaulting 
Member met its settlement obligations to OCC (if any) on that day), and, in all 
other cases, the Marking Price in effect on the settlement day immediately 
preceding the date the entity became a Defaulting Member, and  

 
(ii) those E&A Positions (including any Expiration Positions) as to which NSCC 

had, at the time the entity became a Defaulting Member, become unconditionally 
obligated to settle, together with any such E&A Positions that NSCC has 
optionally agreed to settle.  

 
So, for example, if a Common Member were to become a Defaulting Member on the 
Monday following an Option expiration, the Calculated Margin Requirement would be 
calculated using Friday night’s closing price as the Marking Price (irrespective of 
whether or not the Defaulting Member made OCC settlement that day), and the 
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Expiration Positions would only be included in such calculations if NSCC had received 
the Defaulting Member’s Clearing Fund payment on that day prior to such time or 
optionally agreed to settle those positions despite not having received such payment prior 
to such time.  If the Common Member were to default on the Tuesday following an 
Option Expiration, the Marking Price would be Monday night’s closing price if the 
Common Member made Tuesday’s OCC settlement, but Friday night’s closing price if 
the Common Member became a Defaulting Member without effecting OCC settlement 
on that day.   
 
 4. Calculations.  OCC and NSCC hereby agree that if a Calculated Margin 
Requirement or Calculated Margin Credit should have to be calculated for any Common 
Member on any day, whether or not such day is an Expiration Settlement Day, the 
settlement obligations satisfied by the Released and Delivered Securities will be excluded 
from the calculation of such Calculated Margin Requirement or Calculated Margin 
Credit, as the case may be.   
 

5.       Cooperation and Notification.  The parties’ respective Risk Management 
departments shall contact each other via telephone on T+1 following each Option 
expiration (or the next business day if such Monday is a holiday) to advise each other if 
they have experienced any problems or delays in OCC settlement or NSCC Clearing 
Fund collection with respect to any Common Member, Appointed Clearing Member, 
Nominated Correspondent or CDS. 
  
 6. Effective Date and Term.  This Amendment shall become effective (i) as 
to all provisions other than Section 4 hereof, on the date on which proposed rule changes 
filed by OCC and NSCC with the SEC that include this Amendment as an Exhibit shall 
have become effective pursuant to Section 19(b) of the Act, and (ii) as to Section 4, on 
the date jointly announced by the parties.  It shall remain in effect until November 1, 
2009, unless extended by mutual agreement. 
 
 7. Except as expressly changed hereby, the Third Restated Agreement 
remains in full force and effect.  
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IN WITNESS WHEREOF, the parties hereto have duly executed this Amendment as on 
the date first written above. 
 
NATIONAL SECURITIES CLEARING  THE OPTIONS CLEARING 
CORPORATION     CORPORATION 
 
 
By:________________________________  By:______________________________  
 
Its:       Its: ______________________________  
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