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Description

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

Enhance NSCC's Automated Customer Account Transfer Service to permit the automated notification of changes in
the broker/dealer of record for applicable insurance products.

Contact Information

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

First Name |Jeffrey ‘ Last Name ‘Waddle ‘
Title Vice President & Senior Counsel ‘
E-mail jwaddle@dtcc.com ‘
Telephone |(212) 855-3260 Fax [(212) 855-3215
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By ‘Karen L. Saperstein ‘ Managing Director & Deputy General Counsel

(Name)
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Form 19b-4 Information

‘ Add HRemoveH View ‘

The self-regulatory organization must provide all required information, presented in a
clear and comprehensible manner, to enable the public to provide meaningful
comment on the proposal and for the Commission to determine whether the
proposal is consistent with the Act and applicable rules and regulations under the Act.

Exhibit 1 - Notice of Proposed Rule Change

‘ Add HRemoveH View ‘

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

Exhibit 2 - Notices, Written Comments,
Transcripts, Other Communications

‘ Add HRemoveH View ‘

Exhibit Sent As Paper Document

L]

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

Exhibit 3 - Form, Report, or Questionnaire

‘ Add HRemoveH View ‘

Exhibit Sent As Paper Document

[

Copies of any form, report, or questionnaire that the self-regulatory organization
proposes to use to help implement or operate the proposed rule change, or that is
referred to by the proposed rule change.

Exhibit 4 - Marked Copies

‘ Add HRemoveH View ‘

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

Exhibit 5 - Proposed Rule Text

‘ Add HRemoveH View ‘

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

Partial Amendment

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

(&) The proposed rule change is annexed hereto as Exhibit 5.

(b)
(©)

Not applicable.

Not applicable.

2. Procedures of the Salf- Regulatory Organization.

@

The proposed change has been approved by the Board of Directors of NSCC.

3. Sdf- Regulatory Organization's Statement of the Purpose of, and Statutory Basis for,

the Proposed Rule Change.

@

The purpose of the proposed rule filing is to enhance NSCC’ s Automated
Customer Account Transfer Service (“ACATS”) to permit the automated
notification of changes in the broker/dealer of record for applicable insurance
products.

Information regarding the broker/dealer of record for an annuity or life insurance
product is maintained by the insurance company that is the issuer of the product.
Currently there is no mechanism within ACATS that would automate notification
of changes in the broker/dealer of record. Industry practice currently isfor
broker/dealers to send faxes or hard copy documentation to insurance companies
to effect this change. As aresult, annuity and life insurance products have a
separate, and manually-intensive, processing stream connected with account
transfers, in contrast to the automated treatment of assets such as equity and debt
securities and mutua fund shares.

Under the proposed rule change, the delivering and receiving broker/dealers will
be able to communicate information relating to the change in broker/dealer of
record through ACATS. ACATS will communicate the information viaalink to
anew product of NSCC'’ s Insurance Processing Services (“IPS’) called Inforce
Transactions (“IFT”). IFT will communicate the information to the insurance
company that issued the Eligible Insurance Product, and will also communicate to
ACATS whether the insurance company has confirmed the change, has rejected
the change, or has requested a modification to the change. NSCC will not debit
or credit areceiving or delivering firm for the value of any applicable insurance
product that is part of a customer account transfer.

In order for the receiving and delivering broker/dealers and the insurance
company to be able to effect the change through ACATS, the insurance company
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must participate in IPS, the receiving broker/dealer must participate in ACATS as
well as IPS, and the delivering broker/dealer must participate in ACATS.

The present filing relates to ACATS as it interfaces with IPS but, in reviewing the
ACATS rule, NSCC has made certain technical changesto the ACATSrule. For
purposes of bringing efficiencies to the financial marketplace, NSCC's ACATS
rule covers all asset types regardless of whether NSCC has the operational
capability to effect the transfer of such assets. NSCC either will undertake to
cause the asset transfer or asset reregistration to occur, or will issue a document
evidencing each delivering firm’sobligation and receiving firm's entitlement that
results from an ACATS transfer. These instructions, regardless of their form, are
commonly referred to as Receive and Deliver Instructions, and NSCC has added
a definition relating to these instructions.

This rule filing covers both technical clarifications to the ACATS rule and
additions to the ACATS and IPS services. The additions to the ACATS and IPS
services will be available to NSCC members by April 25, 2005.

(b) The proposed rule change will automate and facilitate the change in broker/dealer
of record for Eligible Insurance Products associated with account transfers, which
can be expected to reduce processing errors and delays that are typically
associated with manual processes. This fosters cooperation and coordination
with persons engaged in account transfers and furthers the protection of investors
and the public interest. The proposed rule change is therefore consistent with the
provisions of the Securities Exchange Act of 1934 (the “Act”), as amended, and
the rules and regulations thereunder.

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

NSCC does not believe that the proposed rule change will impose a burden on
competition not necessary or appropriate in furtherance of the purposes of the Act.

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

NSCC has worked closely with an industry business advisory group in developing the
enhancements that are the subject of thisrule filing. NSCC has not solicited or
received any written comments on this proposal. NSCC will notify the Commission
of any written comments it receives.

6. Extension of Time Period for Commission Action.

NSCC does not consent to an extension of the time period specified in Section
19(b)(2) of the Act for Commission action.
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7. Basis for Summary Effectiveness Pursuant to Section 19(b)(3) or for Accelerated

Effectiveness Pursuant to Section 19(b)(2) or Section 19(b)(7)(D).

@
(b)
(©
(d)

Not applicable.

Not applicable.

Not applicable.

NSCC is requesting accelerated effectiveness in order to permit the automated
change of the broker/dealer of record for Eligible Insurance Productsin

association with the overall account transfer process through ACATS, which
enhancement will be available commencing on April 25, 2005.

Proposed Rule Change Based on Rules of Another Sealf- Regul atory

Organization or of the Commission.

The proposed rule change is not based on the rules of another self-regulatory
organization or the Commission.

Exhibits

Exhibit 1 - Notice of the proposed rule change for publication in the Federal

Register.

Exhibit2-  NA
Exhibit3-  NA
Exhibit4-  NA
Exhibit5-  Text of the proposed rule change to NSCC's Rules.
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EXHIBIT 1

SECURITIESAND EXCHANGE COMMISSI ON

(Release No. 34- ; File No. SR-NSCC-2005-02)

SELF-REGULATORY ORGANIZATIONS

Proposed Rule Change by National Securities Clearing Corporation (“NSCC”)
relating to changesto NSCC's ACATS system.

Pursuant to Section 19(b)(1) of the Securities Exchange Act of 1934 (the “Act”), 15
U.S.C. 785(b)(1), natice is hereby given that on , NSCC filed with the
Securities and Exchange Commission ("Commission”) the proposed rule change as
described in Items 1, 11, and 111 below, which Items have been prepared by NSCC. The
Commission is publishing this notice to solicit comments on the proposed rule change from
interested persons.

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

The text of the proposed rule change is attached hereto as Exhibit 5.

Il. Sdf-Requlatory Organization's Statement of the Purpose of, and Statutory
Badis for, the Proposed Rule Change

In its filing with the Commission, NSCC included statements concerning the
purpose of and basis for the proposed rule change and discussed any comments it received
on the proposed rule change. The text of these statements may be examined at the places
gpecified in Item 1V below. NSCC has prepared summaries, set forth in sections (A), (B)
and (C) below, of the most significant aspects of such statements.

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

(& The purpose of the proposed rule filing is to enhance NSCC’s Automated
Customer Account Transfer Service (“ACATS’) to permit the automated notification of
changes in the broker/dealer of record for applicable insurance products.

Information regarding the broker/dealer of record for an annuity or life
insurance product is maintained by the insurance company that is the issuer of the
product. Currently there is no mechanism within ACATS that would automate
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notification of changes in the broker/dealer of record. Industry practice currently isfor
broker/dealers to send faxes or hard copy documentation to insurance companies to effect
this change. Asaresult, annuity and life insurance products have a separate, and
manually- intensive, processing stream connected with account transfers, in contrast to the
automated treatment of assets such as equity and debt securities and mutual fund shares.

Under the proposed rule change, the delivering and receiving broker/dealers
will be able to communicate information relating to the change in broker/dealer of record
through ACATS. ACATS will communicate the information via alink to a new product
of NSCC'’ s Insurance Processing Services (“IPS’) caled Inforce Transactions (“1FT”).
IFT will communicate the information to the insurance company that issued the Eligible
Insurance Product, and will also communicate to ACATS whether the insurance company
has confirmed the change, has rejected the change, or has requested a modification to the
change. NSCC will not debit or credit areceiving or delivering firm for the value of any
applicable insurance product that is part of a customer account transfer.

In order for the receiving and delivering broker/dealers and the insurance
company to be able to effect the change through ACATS, the insurance company must
participate in IPS, the receiving broker/dealer must participate in ACATS as well as IPS,
and the delivering broker/dealer must participate in ACATS.

The present filing relates to ACATS as it interfaces with IPS but, in reviewing
the ACATS rule, NSCC has made certain technical changesto the ACATSrule. For
purposes of bringing efficiencies to the financial marketplace, NSCC's ACATS rule
covers all asset types regardless of whether NSCC has the operational capability to effect
the transfer of such assets. NSCC either will undertake to cause the asset transfer or asset
reregistration to occur, or will issue a document evidencing each delivering firm's
obligation and receiving firm’sentitlement that results from an ACATS transfer. These
instructions, regardless of their form, are commonly referred to as Receive and Deliver
Instructions, and NSCC has added a definition relating to these instructions.

This rule filing covers both technical clarifications to the ACATS rule and
additions to the ACATS and IPS services. The additionsto the ACATS and IPS services
will be available to NSCC members by April 25, 2005.

(b) The proposed rule change will automate and facilitate the change in
broker/dealer of record for Eligible Insurance Products associated with account transfers,
which can be expected to reduce processing errors and delays that are typically associated
with manual processes. Thisfosters cooperation and coordination with persons engaged
in account transfers and furthers the protection of investors and the public interest. The
proposed rule change is therefore consistent with the provisions of the Act, as amended,
and the rules and regulations thereunder.
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B. Sdf- Regulatory Organization's Statement on Burden on Competition.

NSCC does not believe that the proposed rule change will impose a burden on
competition not necessary or appropriate in furtherance of the purposes of the Act.

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

NSCC has worked closely with an industry business advisory group in developing
the enhancements that are the subject of this rule filing. NSCC has not solicited or
received any written comments on this proposal. NSCC will notify the Commission of
any written comments it receives.

[1. 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
within such longer period (i) as the Commission may designate up to 90 days of such date if
it finds such longer period to be appropriate and publishes its reasons for so finding or (ii) as
to which the salf-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.

V. Salicitation 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. Comments may be submitted by any of the following methods:

Electronic comments may be submitted by using the Commission’s Internet
comment form (http://www.sec.gov/rules/sro.shtml), or send an e-mail to rule-
comment@sec.gov. Please include File No. NSCC-2005-02 on the subject line.

Paper comments should be sent in triplicate to Jonathan G. Katz, Secretary,
Securities and Exchange Commission, 450 Fifth Street, NW, Washington D.C.
20549-0609

All submissions should refer to File Number NSCC-2005-02. This file number
should be included on the subject line if email isused. To help the Commission process
and review your comments more efficiently, please use only one method. The Commission
will  post al comments on the Commisson's Internet Web dte
(http://www.sec.gov/rules/sro.shtml). Copies of the submisson, al subsequent
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amendments, al written statements with respect to the proposed rule change that are filed
with the Commission, and all written communications relating to the 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 552, will be available for inspection and
copying in the Commission’s Public Reference Room, 450 Fifth Street, NW, Washington
DC 20549. Copies of such filing aso will be available for inspection and copying at the
principa office of NSCC. All comments received will be posted without change; the
Commission does not edit persona identifying information from submissions. Y ou should
submit only information that you wish to make available publicly. All submission should
refer to the file number above and should be submitted within days after the date of
publication.

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

Jonathan G. Katz
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EXHIBIT 5

Underlined, boldface text indicates additions.
[Bracketed-bold-strikeout] text indicates deletions.

Rule 1

*kk

ACAT Receive and Deliver Instruction

The term “ACAT Receive and Deliver Instruction” shall mean such
document, form, file, report or other information issued by the Corporation
to a Member or to a QSD (as defined in Rule 50), on behalf of such QSD’s
participants, which identifies Automated Customer Account Transfer
receive and deliver obligations.

AUTOMATED CUSTOMER ACCOUNT TRANSFER SERVICE

Rule 50. SEC. 1. The Corporation may provide a service to enable Members
and Qualified Securities Depositories, on behalf of their participants (hereinafter
referred to as the “QSD”), to transfer accounts of their customers between
themselves on an automated basis. Such automated transfer of customer
accounts will be known as the Automated Customer Account Transfer Service
(hereinafter referred to as the "ACAT Service") and will be processed in
accordance with the provisions of this Rule.

SEC. 2. A Member or QSD to whom a customer's full account is to be
transferred (hereinafter referred to as the "Receiving Member") may initiate the
procedure by submitting to the Corporation, within such time frame as
established by the Corporation from time to time, a transfer initiation request in
such automated format as the Corporation may establish from time to time.

SEC. 3. The Corporation will review the transfer initiation request
received for such data which the Corporation determines from time to time to be
necessary. Notwithstanding the foregoing, the Corporation will not be
responsible for the completeness or accuracy of any information contained in the
transfer initiation request. If the request does not contain the required data, the
Corporation will reject the request. If the Corporation rejects the request, the
Receiving Member must reinitiate the request as if it had never been previously
submitted. The Receiving Member may submit, through the facilities of the
Corporation, such documentation as the Member or QSD who currently has the
account (hereinafter referred to as the “Delivering Member” requires to transfer
the account, and any such delivery shall be made pursuant to the procedures of
the Corporation as the Corporation may provide from time to time. The
Corporation assumes no responsibility for the completeness or accuracy of any
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such form or documentation submitted through the facilities of the Corporation or
otherwise.

SEC. 4. Each day the Corporation will produce a report, in such form as
determined by the Corporation from time to time, indicating all customer account
transfer requests received by the Corporation that day. On a daily basis,
Members and QSDs must compare the list of customer account transfer requests
as reported by the Corporation that were initiated throughout that day with any
transfer initiation requests delivered to or received from the Corporation or from
another Member or QSD. Any discrepancies between the report and the transfer
initiation requests received or delivered must be immediately reported to the
Corporation. To the extent necessary or appropriate, the Corporation will cause
an adjustment to be made to such report within such time as the Corporation
determines to be necessary.

SEC. 5. Within the time frame established by the Corporation or, to the
extent applicable, the Delivering Member's Designated Examining Authority
("DEA"), and, to the exte nt applicable, pursuant to reasons permitted by the
Delivering Member's DEA, the Delivering Member must either reject a customer
account transfer request by submitting a rejection to the Corporation in such form
as determined by the Corporation from time to time, or submit to the Corporation
detailed customer account asset data in such format as established by the
Corporation from time to time; provided, however, that if Mutual Fund Services
eligible book share mutual fund and/or Investment Fund assets are to be
transferred through Mutual Fund Services, the Delivering Member must specify
the quantity of each mutual fund and/or Investment Fund asset to be processed
and indicate whether each such transfer shall be a full or a partial transfer®. A
Delivering Member who rejects a transfer request must indicate the reason for
the rejection. Any transfer request that is not responded to by a Delivering
Member within such time frame as established by the Corporation from time to
time will be deleted from the ACAT Service by the Corporation and the Receiving
and Delivering Member's will be notified accordingly. A Receiving Member who
desires to resubmit a transfer request that is deleted will be required to reinitiate
the request as if one had never been previously submitted.

SEC. 6. The Corporation will notify a Receiving Member, in such manner
as determined by the Corporation from time to time, of customer account transfer
requests that have been rejected by the Delivering Member and the Corporation
will cause such requests to be deleted from the ACAT Service unless a
correction is submitted by the Receiving Member as set forth below. To the
extent the rejection is for enumerated categories, as specified by the Corporation
from time to time, within one (1) business day after notification of a Delivering

A full transfer will cause all mutual fund and Investment Fund account assets, whether greater or
lesser than the quantity specified, to be transferred. A partial transfer will cause only the mutual
fund and Investment Fund account asset quantity specified or such lesser amount to be
transferred.
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Member’s rejection, a Receiving Member may adjust a customer account transfer
request by submitting corrections to the Corporation in such manner as
determined by the Corporation from time to time. A Delivering Member must
either reject the adjusted transfer request by submitting a rejection to the
Corporation or submit to the Corporation detailed customer account asset data,
in such manner and by such time as determined by the Corporation from time to
time. If the Delivering Member fails to respond to the adjusted transfer request
within such time frame as established by the Corporation from time to time, the
Corporation will delete such request from the ACAT Service and the Receiving
and Delivering Members wil be notified accordingly. A Receiving Member who
desires to resubmit a transfer request that is deleted will be required to reinitiate
the request as if one had never been previously submitted.

SEC. 7. Upon receipt by the Corporation from the Delivering Member of
customer account asset data, the Corporation will use its best efforts to validate
the data for edit errors. However, the Corporation will not assume the
responsibility for such validation process. If no edit errors or format errors are
discovered by the Corporation in the asset data, details of the account will be
reported to both the Delivering Member and the Receiving Member in such
manner and by such time as established by the Corporation from time to time. If
the Corporation discovers that customer account asset data contains one or
more edit errors or, format errors, the Corporation will notify the Receiving
Member in such manner and by such time as determined by the Corporation
from time to time that customer account asset data has been received from the
Delivering Member but that it contains edit errors or format errors. The
Corporation will notify the Delivering Member in such manner and by such time
as determined by the Corporation from time to time of all customer account asset
data reported, indicating that which contains errors. The Delivering Member will
be required to correct those items that contain edit errors or format errors in order
to permit delivery of the customer's account to occur within the time frame as
established by the Delivering Member's DEA. If the Delivering Member fails to
correct edit errors or format errors within such time frame established by the
Corporation, the Corporation will delete the transfer request from the ACAT
Service. A Receiving Member who desires to resubmit a transfer request that is
deleted will be required to reinitiate the request as if one had never been
previously submitted.

SEC. 8. A Receiving Member will have one (1) business day after receipt
from the Corporation of the report detailing the customer account asset data to
review the account and accept all assets, or, to the extent permitted by the
Member’s DEA, if applicable, reject one or more assets within a DEA determined
asset category, request the Delivering Member to make adjustments to it or, as
permitted by the Corporation or, to the extent applicable, the Receiving Member's
DEA, reject the account. No action is required by the Receiving Member if it
determines to accept all assets in an account. During the one (1) business day
time period, only the Delivering Member will be able to add, delete or change an
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item by delivering to the Corporation such information in such form and by such
time as established by the Corporation from time to time, other than with
respect to MFAPS Products (as defined below), which can also be deleted
by the Receiving Member. Each business day that a Delivering Member
causes an adjustment to be made to an account will give the Receiving Member
an additional one (1) business day to review the account. If Mutual Fund
Services eligible book share mutual fund and/or Investment Fund assets and/or
IPS eligible insurance products (“MF/IPS Products”) are to be transferred the
Receiving Member shall also, within one (1) business day after receipt from the
Corporatlon of the report detalllng the MF/IPS Products [Mutual-Fund-Services
et]
data or S|multaneous with the submlssmn of an acceleratlon mstructlon submit to
the Corporation detailed transfer instructions in such format as established by the
Corporation from time to time, which instructions shall be processed through
Mutual Fund Services in accordance with Section 16 of Subsection A of Rule
52[A] or through IPS in accordance with Section 6 of Rule 57, as applicable.
If a Receiving Member submits instructions and determines that a modification
must be made to such instruction, such modifications must be submitted within
the same deadline. Each business day that the Delivering Member causes an
adjustment to be made to an account will give the Receiving Member an
additional one (1) business day to submit such transfer information. With
respect to Mutual Fund Services eligible book share mutual fund and/or
Investment Fund assets, i[}|f the Receiving Member fails to properly submit
such transfer information within the required time period, the Corporation shall
transmit through Mutual Fund Services such standing transfer information as the
Corporation shall determine. Each day the Corporation will produce a report
indicating the transfer instructions that have been received by the Corporation, if
any [sueh-+astruetions], and, with respect to Mutual Fund Services eligible
book share mutual fund and/or Investment Fund assets, if no instructions
have been received, the standing instructions which will be submitted to the
Mutual Fund Processor or Fund Member. Each day the Corporation will
produce a report to the Receiving and Delivering Member, indicating the Mutual
Fund Services eligible book share mutual fund and Investment Fund customer
account asset transfers which have been confirmed or rejected by the Mutual
Fund Processor or Fund Member in accordance with Section 16 of Subsection
A of Rule 52[A]. Such report will also indicate those transfers which the Mutual
Fund Processor or Fund Member has not confirmed or rejected or which have
been deleted. Each day the Corporation will produce a report to the
Receiving and Delivering Member, indicating the IPS eligible insurance
products transfers which have been confirmed or rejected by the Insurance
Company in accordance with Section 6 of Rule 57, or which have been
deleted.

SEC. 9. Once a customer account has been accepted by the Receiving
Member:
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(i)

1)

()

3)

To the extent a transfer is between a Member and another
Member:

Unless the customer account asset data input to the Corporation
indicates that a CNS eligible item is to be delivered exxCNS or an
asset is being tracked through DTC'’s IPO Tracking System, the
Corporation will cause all CNS eligible items to enter the CNS
accounting operation as provided in the Procedures as of T+1 and
such items shall be subject to Rule 11 and other provisions of the
Rules; provided, however, that subject to any rights the Corporation
may have as provided in these Rules generally, the Corporation will
guarantee the settlement of any such ACAT CNS item only to the
extent that the Member who has a payment obligation to the
Corporation arising out of the ACAT CNS item, pays the
Corporation his entire settlement obligation (including any mark-to-
market obligation) for the day the ACAT payment obligation arose.
To the extent that such Member fails to complete such settlement
obligation, in the sole discretion of the Corporation, open CNS
ACAT deliver obligations may, in whole or in part, be eliminated
from the CNS accounting operation. If the Corporation eliminates
an item, any credits received by a Member arising from the
corresponding payment obligation shall be reversed and settlement
of the item shall be effected between the Receiving and Delivering
Member and not through the Corporation.

The Corporation will issue an instruction file to DTC specifying the

assets to be delivered/received for all non-CNS eligible items and

CNS-eligible items designated to be delivered ex-CNS, that are
otherwise eligible at DTC, in each case pursuant to the standing
instructions filed with the Corporation by the Delivering

Member[exceptthose covered-by-subsection-3(b)below];

The Corporation will produce [Automated-CustomerAccouhnt
Fransfer] ACAT Receive and Deliver Instructions for all non-CNS
eligible items (for the purpose of this Rule, all ACAT items subject
to a voluntary reorganization as specified in the Procedures Section
VII.H.4. shall be deemed non-CNS eligible items) and CNS-eligible
items designated to be delivered ex-CNS[exceptthose{a)
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hstrdction-be produced. The Corporation will-also produce
”el © el"e and I;e_l;_.,e|| I"Sl t|u|et||_ens Ieln aH GIJS].ehgnale Hems

To the extent that a value is specified on an ACAT Receive and Deliver
Instruction, other than for those asset types or asset settling locations
designated by the Corporation from time to time, the value for settlement
purposes pursuant to Section 10 will be in U.S. dollars and will be[Sueh
and-instructionfiles will specify avalue in U.Sdollars. foreach-item] based
upon (A) in the case of CNS eligible items, the price in the CNS system, or (B) in
the case of non-CNS eligible items, (i) the price obtained from a pricing source, if
available or, if not available, (ii) the price in U.S. dollars assigned by the
Delivering Member or ascribed to such item pursuant to a default matrix as
established from time to time by the Corporation, whichever is greater, and will
also specify such other information as the Corporation may determine from time
to time and shall otherwise, to the extent applicable, be subject to the rules of the
Members' DEAs, including, but not limited to, their close-out provisions and shall
not be subject to the Rules of the Corporation. [AH-such-Receive-and Deliver

Instructionsforforeigncurrency-assetswill specify-novalue]

(if) To the extent a transfer is between QSD participants or between a QSD
participant and a Member:

(1) For all DTC eligible assets, other than (a) U.S. dollar cash balances
(“Cash”), (b) assets covered by a standing instruction filed by the Delivering
Member with the Corporation, and (c) assets for which a_special
[R]receive/[B]deliver [{]instruction request was received from the Delivering
Member at the time asset details were submitted, the Corporation will issue

an instruction file to DTC specifying the quantity of each asset to be delivered
with a deliver value of zero.2

Corporatlon will produce ACAT Recelve and DeI|ver Instructlons for all

assets to be transferred and, upon request, will also produce special
receive/deliver instructions naming the Receiving Member and

2 The special receive/deliver instruction referenced in this Section hasthe same legal effect as an
ACAT Receive and Deliver |nstruction.
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Delivering Member. All such special [R]receive[ and-B]/deliver
[#]instructions will specify no value.

(3) For all Cash assets, the Corporation will issue payment instructions to
DTC naming the paying/receiving entity.

All assets to be transferred through DTC shall be subject to the rules and
procedures of DTC.

SEC. 10. To the extent a transfer is between a Member and another Member:

(i) On Settlement Date as indicated on the ACAT Receive and Deliver
Instructions| and-rstructionfies], the Corporation will debit and credit the
appropriate Member's settlement account for the value of the applicable
items [as-indicated on the Receive and Deliver nstructions and the
structionfiles]. The actual delivery and corresponding money settlement
of the underlying assets, regardless of whether [ferwhich] a Member's
account has been debited pursuant to this subsection, shall be the
responsibility of the appropriate Member and, to the extent applicable, shall
be pursuant to the rules of the Member's DEA. If a Member fails to make a
delivery, such failure, to the extent applicable, shall be subject to the rules of
the Member's DEA and not the Rules of the Corporation.

(i) The actual delivery and corresponding money settlement, if any, of Mutual
Fund Services eligible book share mutual fund assets which have been
rejected or deleted in accordance with Section 16 of Subsection A of Rule
52[A] for which ACAT Receive and Deliver Instructions have been issued
shall be the responsibility of the appropriate Member and, to the extent
applicable, shall be pursuant to the rules of the Member's DEA. If a Member
fails to make a delivery, such failure shall be, to the extent applicable, subject
to the rules of the Member's DEA and not the Rules of the Corporation.

(i) On Settlement Date, as indicated on the ACAT Settlement Report, the
Corporation will debit and credit the Member's settlement account for the
value of the Mutual Fund Services eligible book share mutual fund and
Investment Fund assets which were specified by the Delivering Member to be
processed through Mutual Fund Services in accordance with Section 16 of
Subsection A of Rule 52[A]. The Corporation will credit the settlement
account of the Member whose settlement account was debited and debit the
settlement account of the Member whose settlement account was credited,
for the value of the mutual fund and Investment Fund assets within such time
frame as specified by the Corporation from time to time following receipt from
the Mutual Fund Processor or Fund Member of the transfer data confirmation.

SEC. 11. On each business day, the Corporation will issue to each Member
and QSD such reports, in such forms and containing such information as
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established by the Corporation from time to time, indicating the status and details
of requested customer account transfers. On each business day, Members and
QSDs must compare the reports received against their records and any
discrepancies between the two must be immediately reported to the Corporation.
To the extent necessary or appropriate, the Corporation will cause an adjustment
to be made to the report.

In addition to the foregoing, to the extent that a Receiving Member determines
that information as reported on the transfer initiation request is inaccurate, he
may cause an adjustment to be made by submitting corrected data to the
Corporation. If a Delivering Member determines that the account number of his
customer as reported on the transfer initiation request is inaccurate, he may
cause an adjustment to be made by submitting corrected data to the Corporation.
In both such cases, corrected data must be submitted to the Corporation within
such time as established by the Corporation from time to time.

SEC. 12. The Corporation may also provide services to enable Delivering
Members to initiate the transfer of:

() residual credit positions, which are received for the benefit of a customer's
account by the Delivering Member after the ACAT process is completed or
which, due to a restriction, were not included in the original asset transfer
(hereinafter collectively referred to as "Residual Credits");

(i) a partial account held by a Delivering Member (in the form of cash or
securities), (hereinafter collectively referred to as “Partial Accounts”);

(iif) a custody redelivery position purchased by a Delivering Member for the
benefit of a customer’s account for delivery to a Receiving Member
(hereinafter collectively referred to as “Custody Redeliveries”);

(iv) cash in respect of fail positions for which delivery is unable to be
completed, provided, however, that this transfer may only be initiated to the
extent that the fail is between a Member and another Member (hereinafter
collectively referred to as “Fail Reversals”); and

(v) cash or securities mistakenly delivered as part of the ACAT Service, other
than Mutual Fund Services eligible book share mutual fund and Investment
Fund assets and positions eligible for processing at a Registered Clearing
Agency with whom the Corporation has entered into an agreement relating to
the ACAT Service (hereinafter referred to as an “ACAT RCA”) provided,
however, that this transfer may only be initiated to the extent that the delivery
is between a Member and another Member (hereinafter collectively referred
to as “Reclaims”).

Such transfers shall be processed as follows:
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1. Transfers may be initiated by a Delivering Member by submitting to the
Corporation such details as required by the Corporation from time to time within
such time frame as established by the Corporation from time to time. The
Corporation will reject a transfer if the details contain an edit or format error. The
Corporation will notify the Delivering Member if a transfer is rejected and the
Delivering Member must reinitiate the transfer as if it had never been previously
submitted. If no edit errors or format errors are discovered by the Corporation in
the asset data, details of the account will be reported to both the Delivering
Member and the Receiving Member in such manner and by such time as
established by the Corporation from time to time.

2. A Receiving Member may reject the transfer by submitting such information
as determined by the Corporation by the time and in the manner specified by the
Corporation on the same day as the transfer request is received or, in respect of
Reclaim transfers, no later than two business days following the day the Reclaim
transfer request is received. No action is required by the Receiving Member if it
determines to accept the transfer. A Receiving Member may not submit
corrections and a Delivering Member may not make adjustments to such transfer
request.

3. Settlement Date for all transfers covered by this section shall be one business
day following the day the Corporation receives the transfer request unless the
request is Reclaim transfer, in which case Settlement Date shall be one business
day following the day the Receiving Member accepts the request or the
Corporation deems the request accepted, or the request includes options assets
which are eligible for processing an ACAT RCA, in which case the settlement
date for all assets shall be two business days following the day the Corporation
receives the transfer request.

SEC. 13. A Receiving Member may submit a request to a Delivering
Member to initiate the transfer of a partial customer account, in such form as
determined by the Corporation from time to time. Such request shall be
delivered by the Corporation to the Delivering Member on the same day as
received by the Corporation. Each day for a period not to exceed three days, the
Corporation will produce a report, in such form as determined by the Corporation
from time to time, indicating all such requests received by the Corporation. A
Delivering Member may respond to a request at any time by following the
procedure set forth in Section 12 of this Rule. No action is required by the
Delivering Member if it determines not to respond to a request.

SEC. 14. Notwithstanding the forgoing, to the extent a transfer involves an
asset position eligible for delivery at an ACAT RCA (other than the DTC), and
both the Receiving Member and the Delivering Member have an account at the
ACAT RCA, the Corporation will either: issue an instruction file to the applicable
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ACAT RCA indicating the quantity of assets to be delivered and received and the
delivering/receiving participant, or produce ACAT Receive and Deliver
Instructions if requested by the Delivering Member at the time the asset details
are submitted or pursuant to a standing instruction filed by the Delivering
Member with the Corporation. Such ACAT Receive and Deliver Instructions and
instruction files shall not specify a value, unless the transfer is between two
Members and the assets to be transferred are government securities (where a
nominal value shall be specified) and mortgage-backed securities. In the case of
mortgage-backed securities, the ACAT Receive and Deliver Instructions and
instruction files shall specify a value for each item (in accordance with the pricing
provisions of Section 9 of this Rule for non-CNS eligible items) and, on
Settlement Date as indicated on the ACAT Receive and Deliver Instructions and
instruction files, the Corporation will debit and credit the appropriate Members’
settlement accounts for the specified value of such items.

SEC. 15. The Corporation may report to the Delivering and Receiving
Members' DEA, to the extent applicable, such information regarding customer
account transfers as may be requested of the Corporation from time to time by
the DEA.

SEC. 16. Settlement of money payments between Members arising out of
account transfers covered by this Rule shall be made in accordance with Rule 12
and other provisions of these Rules.

SEC. 17. Each Member or participant of a QSD that requests a transfer
through the ACAT Service (the “Requesting Firm”) agrees to (i) indemnify and
hold harmless the Member or participant of a QSD that accepts such transfer
request (the “Accepting Firm”) from and against any and all losses, claims,
damages or liabilities (or actions in respect thereof) to which the Accepting Firm
may become subject, under any provision of law, to the Accepting Firm’s
customer or to any other person, insofar as such losses, claims, damages or
liabilities arise out of or are based upon an unauthorized or allegedly
unauthorized transfer request or any inaccurate or allegedly inaccurate
documentation or information, in any format, transmitted by the Requesting Firm
through NSCC or the ACAT Service and (ii) reimburse the Accepting Firm for any
legal or other expenses reasonably incurred by the Accepting Firm in connection
with defending any such action or claim as such expenses are incurred. Each
Requesting Firm agrees that an Accepting Firm accepting its transfer request
through the ACAT Service shall be a third-party beneficiary of the above
indemnification and reimbursement obligations in respect of such request, and
that such an Accepting Firm may assert any claim under these indemnification
and reimbursement obligations as a third-party beneficiary directly against such
Requesting Firm.

Each Accepting Firm agrees, promptly after receipt of written notice from any
customer of the Accepting Firm or any other person, or after any action is
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brought against the Accepting Firm by such a customer or other person in
respect of a loss, claim, damage or liability that may give rise to the
indemnification obligations under the preceding paragraph, to notify the
Requesting Firm in writing of the receipt of such notice or action. The
Requesting Firm agrees that any failure by the Accepting Firm to give such
notice does not relieve the Requesting Firm of any liability to the Accepting Firm
under the preceding paragraph. If any action shall be brought against the
Accepting Firm that may give rise to the indemnification provisions of the
preceding paragraph, the Accepting Firm further agrees that the Requesting Firm
shall be entitled to participate therein and/or assume the defense thereof (with
counsel satisfactory to the Accepting Firm), without the prejudice to the
continuing rights of the Accepting Firm. Each Requesting Firm and Accepting
Firm agrees that any Requesting Firm or Accepting Firm benefitting from the
notification and participation obligations in this paragraph is intended to be a
third-party beneficiary of such obligations and may enforce such obligations as a
third-party beneficiary against the promisor thereof.

Each Requesting Firm and Accepting Firm agrees that any dispute
between them arising under this section shall be resolved directly between them,
and that the Corporation shall not be made a party to any such dispute and shall
have no responsibility with respect to the enforcement or satisfaction of any
indemnification, reimbursement, notification and participation obligations
contained in this section.

Rule 57

*k%k

SEC. 6. ACAT/TRANSFERS — Within the time frame established by the
Corporation, the Corporation may transmit, to an Insurance Company, IPS
eligible insurance product customer account transfer data in such form
and by such time as established by the Corporation from time to time. The
Insurance Company must confirm, reject, or request a modification with
respect to the transfer in such format and by such time as established by
the Corporation. Transfers that are not confirmed or rejected within such
time frame and in such manner as established from time to time by the
Corporation will be deleted from the IPS system by the Corporation.




