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occur as a result of increases in volume
or volatility.5+

Broadly, the Commission believes that
the application of the 1000 millisecond
maximum processing time to all non-
FLEX classes could incentivize
competition in the Exchange’s auctions
by increasing the likelihood of all
timely-submitted responses
participating in an execution at the end
of an auction, especially during periods
of high message traffic. Increasing the
number of competitive responses in an
auction could also increase price
improvement opportunities for any
order submitted into an auction.
Additionally, all message traffic
(including auction responses) will
continue to be processed in time-
priority. The Commission emphasizes
that the extension of processing time is
only available to TPHs that have
submitted an auction response within
the response period for each auction.

Finally, the Commission believes that
the proposed removal of additional
auction response processing times for
FLEX auctions is adequately supported
by the Amended Proposal and
reasonably designed to remove
impediments to and perfect the
mechanism of a free and open market
and a national market system.
Specifically, the Amended Proposal
identifies attributes of FLEX options and
auctions that demonstrate that
additional processing time for the
Exchange’s FLEX auctions does not
meaningfully enhance the Exchange’s
ability to process timely-submitted
FLEX auction messages. These attributes
include: (i) FLEX options have
customized terms and liquidity
providers generally need additional
time to consider these non-standard
terms to price and manage associated
risk of the auction option before
submitting a response; 55 (ii) there is no
book with resting quotes for FLEX
options that market makers
continuously update; 6 (iii) FLEX
auctions are much longer (ranging from
three seconds to five minutes) than non-
FLEX auctions; 57 and (iv) FLEX
auctions generally do not receive a
significant number of responses as
compared to auctions for options with
standardized terms.>8

Accordingly, the Commission finds
that the Amended Proposal is consistent
with Section 6(b)(5) of the Act.5°

54]d. at 18.

55]d. at 24.

56 Id.

57 Id.

58]d.

5915 U.S.C. 78f(b)(5).

V. Solicitation of Comments on
Amendment No. 1 to the Proposed Rule
Change

Interested persons are invited to
submit written data, views, and
arguments concerning whether
Amendment No. 1 is consistent with the
Act. Comments may be submitted by
any of the following methods:

Electronic Comments

e Use the Commission’s internet
comment form (https://www.sec.gov/
rules/sro.shtml); or

e Send an email to rule-comments@
sec.gov. Please include file number SR—
CBOE-2025—-074 on the subject line.

Paper Comments

¢ Send paper comments in triplicate
to Secretary, Securities and Exchange
Commission, 100 F Street NE,
Washington, DC 20549-1090.

All submissions should refer to file
number SR-CBOE-2025-074. This file
number should be included on the
subject line if email is used. To help the
Commission process and review your
comments more efficiently, please use
only one method. The Commission will
post all comments on the Commission’s
internet website (https://www.sec.gov/
rules/sro.shtml). Copies of the filing will
be available for inspection and copying
at the principal office of the Exchange.
Do not include personal identifiable
information in submissions; you should
submit only information that you wish
to make available publicly. We may
redact in part or withhold entirely from
publication submitted material that is
obscene or subject to copyright
protection. All submissions should refer
to file number SR-CBOE-2025-074 and
should be submitted on or before April
20, 2026.

VI. Accelerated Approval of the
Proposed Rule Change, as Modified and
Superseded by Amendment No. 1

The Commission finds good cause to
approve the Amended Proposal prior to
the thirtieth day after the date of
publication of notice of the filing of
Amendment No. 1 in the Federal
Register. Amendment No. 1 provides
additional detail regarding the
processing of auction responses, further
justification for the proposal, and
additional data with respect to the time
of submission of responses into certain
auctions and the duration of auction
response processing periods.
Amendment No. 1 also makes non-
substantive changes that update current
rule text and correct grammar.
Amendment No. 1, without altering the
purpose of the Initial Rule Filing,

strengthens the Initial Rule Filing by
providing additional clarity, support,
and data, as explained above and set
forth fully in Sections II and III above.

The Commission therefore finds that
Amendment No. 1 raises no novel
regulatory issues that have not
previously been subject to comment and
is reasonably designed to prevent
fraudulent and manipulative acts and
practices, to promote just and equitable
principles of trade, and, in general, to
protect investors and the public interest.
Accordingly, the Commission finds
good cause, pursuant to Section 19(b)(2)
of the Act,5° to approve the Amended
Proposal on an accelerated basis prior to
the 30th day after publication of notice
of the filing of Amendment No. 1 in the
Federal Register.

VII. Conclusion

It is therefore ordered, pursuant to
Section 19(b)(2) of the Act,5? that the
proposed rule change (SR—-CBOE-2025—
074), as modified and superseded by
Amendment No. 1, be, and hereby is,
approved on an accelerated basis.

For the Commission, by the Division of
Trading and Markets, pursuant to delegated
authority.62
Sherry R. Haywood,

Assistant Secretary.
[FR Doc. 2026—06044 Filed 3—-27—-26; 8:45 am|
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Pursuant to Section 19(b)(1) of the
Securities Exchange Act of 1934
(““Act’) * and Rule 19b—4 thereunder,?
notice is hereby given that on March 20,
2026, National Securities Clearing
Corporation (“NSCC”) filed with the
Securities and Exchange Commission
(“Commission”) the proposed rule
change as described in Items I, IT and IIT
below, which Items have been prepared
by the clearing agency. The Commission

6015 U.S.C. 78s(b)(2).
61]d.

6217 CFR 200.30-3(a)(12).
115 U.S.C. 78s(b)(1).

217 CFR 240.19b—4.
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is publishing this notice to solicit
comments on the proposed rule change
from interested persons.

I. Clearing Agency’s Statement of the
Terms of Substance of the Proposed
Rule Change

The proposed rule change consists of
amendments to the NSCC Rules &
Procedures (‘“NSCC Rules”) to offer a
new net margin account option for
Agent Clearing Members in NSCC’s
securities financing transaction (“SFT”’)
clearing service (“SFT Clearing
Service”’).3

IL. Clearing Agency’s Statement of the
Purpose of, and Statutory Basis for, the
Proposed Rule Change

In its filing with the Commission, the
clearing agency 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 specified in Item IV below. The
clearing agency has prepared
summaries, set forth in sections A, B,
and C below, of the most significant
aspects of such statements.

(A) Clearing Agency’s Statement of the
Purpose of, and Statutory Basis for, the
Proposed Rule Change

1. Purpose

The purpose of this proposed rule
change is to modify the NSCC Rules to
offer a new net margin account option
for Agent Clearing Members in NSCC'’s
SFT Clearing Service. The proposed rule
change is discussed in detail below.

Background
SFT Clearing Service

In 2022, NSCC introduced its SFT
Clearing Service to provide central
clearing for SFTs.% SFTs are, broadly
speaking, transactions where the parties
exchange equity securities against cash
and simultaneously agree to exchange
the same securities and cash, plus or
minus a rate payment, on a future date.
The SFT Clearing Service established
new membership categories and

3 Capitalized terms not defined herein shall have
the meaning assigned to such terms in the NSCC
Rules, available at www.dtcc.com/legal/rules-and-
procedures.

4 See Securities Exchange Act Release No. 95011
(May 31, 2022), 87 FR 34339 (June 6, 2022) (SR—
NSCC-2022-003) (Order Approving Proposed Rule
Change to Introduce Central Clearing for Securities
Financing Transaction Clearing Service). NSCC also
filed the proposal as advance notice SR-NSCC—
2022-801. See Securities Exchange Act Release No.
94998 (May 27, 2022), 87 FR 33528 (June 2, 2022)
(SR-NSCGC-2022-801) (Notice of No Objection to
Advance Notice to Introduce Central Clearing for
Securities Financing Transaction Clearing Service).

requirements for (i) Sponsoring
Members and Sponsored Members
whereby existing Members would be
permitted to sponsor certain
institutional firms into membership °
and (ii) Agent Clearing Members
whereby existing Members would be
permitted to submit, on behalf of their
customers, transactions to NSCC for
novation.® The SFT Clearing service is
available for SFTs entered into between
(i) a Member and another Member; (ii)

a Sponsoring Member and its Sponsored
Member (“Sponsored Member
Transaction”); and (iii) an Agent
Clearing Member acting on behalf of a
Customer and either (x) a Member or (y)
the same or another Agent Clearing
Member acting on behalf of a Customer
(“Agent Clearing Member
Transaction”).” An Agent Clearing
Member’s clearing of Agent Clearing
Member Transactions for Customers is
also referred to in the NSCC Rules as the
Customer Clearing Service.8

Agent Clearing Member/Customer
Clearing Service

The Customer Clearing Service allows
Members (in their capacity as Agent
Clearing Members) to play the role of
agent and credit intermediary for their
institutional firm clients in clearing
SFTs at NSCC. Under the Customer
Clearing Service, Agent Clearing
Members may submit to NSCC for
novation Agent Clearing Member
Transactions on behalf of one or more
of their Customers. An Agent Clearing
Member acts solely as agent of its
Customers in connection with the
clearing of Agent Clearing Member
Transactions; however, the Agent
Clearing Member remains fully liable for
the performance of all obligations to
NSCC arising in connection with Agent
Clearing Member Transactions.

The Customer Clearing Service was
primarily designed to accommodate
agent-style trading, in which agent
lenders are typically approved to
transact in securities lending
transactions on behalf of their
institutional firm clients. For example,
an Agent Clearing Member may submit
SFTs executed by it as agent on behalf
of its institutional firm clients (with
each such client referred to as a
“Customer”’) with a Member
participating in the SFT Clearing

5 See id. and NSCC Rule 2C (Sponsoring Members

and Sponsored Members), supra note 3.

6 See supra note 4 and NSCC Rule 2D (Agent
Clearing Members), supra note 3.

7 See supra note 4 and Section 1 of NSGC Rule
56 (Securities Financing Transaction Clearing
Service), supra note 3.

8 See NSCC Rule 1 (Definitions and Descriptions),
supra note 3.

Service, which could include a Member
acting in a proprietary capacity within
the SFT Clearing Service as well as an
Agent Clearing Member.

An Agent Clearing Member may
establish one or more Agent Clearing
Member Customer Omnibus Accounts at
NSCC for its Customers’ positions in the
name of the Agent Clearing Member for
the benefit of its Customers.9 SFT
Accounts are generally margined in
accordance with Procedure XV (Clearing
Fund Formula and Methodology) of the
NSCC Rules, subject to certain
adjustments discussed in Section 12(b)
of NSCC Rule 56 (Securities Financing
Transaction Clearing Service).10
However, each Agent Clearing Member
Customer Omnibus Account may
contain only activity where the Agent
Clearing Member is acting either as
Transferor on behalf of its Customers, or
as Transferee on behalf of its Customers,
but not both.?* An Agent Clearing
Member wishing to act as both
Transferee and Transferor on behalf of
its Customers currently must establish
separate borrowing and lending Agent
Clearing Member Customer Omnibus
Accounts. As a result, the activity
within any Agent Clearing Member
Customer Omnibus Account contains
only “long” or “short” positions, and
there is no offset or netting for margin
and Clearing Fund purposes. The Agent
Clearing Member Customer Omnibus
Accounts are therefore effectively
margined on a “gross” basis.

NSCC proposes to amend the NSCC
Rules to adopt a new Agent Clearing
Member ‘“‘net margin” account option
for Agent Clearing Members in the SFT
Clearing Service (as proposed, the
“Agent Clearing Member Customer Net
Margin Account”’), which would
contain activity where the Agent
Clearing Member may be acting both as
Transferor on behalf of its Customers
and as Transferee on behalf of its
Customers. The proposed Agent
Clearing Member Customer Net Margin
Accounts would also be margined in
accordance with Procedure XV and
Section 12(b) of Rule 56 of the NSCC
Rules. However, unlike the current
Agent Clearing Member Customer
Omnibus Accounts, the proposed Agent
Clearing Member Customer Net Margin
Accounts would allow for the offset and

9 See Section 5(b) of NSCC Rule 2D (Agent
Clearing Members) and Section 16(b) of NSCC Rule
56 (Securities Financing Transaction Clearing
Service), supra note 3.

10 See Section 12 of NSCC Rule 56 (Securities
Financing Transaction Clearing Service) and
Procedure XV (Clearing Fund Formula and
Methodology) of the NSCC Rules, supra note 3.

11 See Section 16(b) of NSCC Rule 56 (Securities
Financing Transaction Clearing Service), supra note
3.
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netting of positions for margin and
Clearing Fund purposes, resulting in
reduced margin requirements that
would be more similar to the margin
requirements of the SFT Accounts
maintained by Members for their own
proprietary activity. The Agent Clearing
Member would, however, remain fully
liable for the performance of all
obligations to NSCC arising in
connection with Agent Clearing Member
Transactions as with the existing Agent
Clearing Member Customer Omnibus
Accounts.

Proposed Changes

NSCC proposes to amend the NSCC
Rules to adopt new Agent Clearing
Member Customer Net Margin Accounts
for its SFT Clearing Service. NSCC
Members and other market participants
have expressed interest in NSCC
offering a net margin account option for
SFT Members and their Customers that
is similar to the Agent Clearing Service
offered by NSCC'’s affiliate clearing
agency, Fixed Income Clearing
Corporation (“FICC’’).12 The proposed
rule change would provide an
additional way for Agent Clearing
Members and their Customers to access
NSCC’s SFT Clearing Service while
providing enhanced margin and capital
efficiency for users of the service,
similar to the benefits offered by FICC’s
Agent Clearing Service. The proposed
rule change would further promote the
alignment of buyside access models
across central counterparties (“CCPs”’)
and facilitate broader access to
clearance and settlement services for
Members and their Customers.

The proposed Agent Clearing Member
Customer Net Margin Accounts would
be offered in addition to, but would not
replace, NSCC'’s existing Agent Clearing
Member Customer Omnibus Accounts,
which do not allow for netting within or
across accounts and are margined on a
gross basis for margin and Clearing
Fund purposes (hereinafter referred to
as “Agent Clearing Member Customer
Gross Margin Accounts”).13

The proposed Agent Clearing Member
Customer Net Margin Accounts would
be governed by NSCC'’s existing Rules
for Agent Clearing Members (NSCC Rule
2D) and the SFT Clearing Service (NSCC
Rule 56) and would be margined and
risk managed in the same manner as a

12 See Securities Exchange Act Release No.
101694 (Nov. 21, 2024), 89 FR 93784 (Nov. 27,
2024) (SR-FICC-2024-005) (Order Approving a
Proposed Rule Change, as Modified by Partial
Amendment No. 1, to Modify the GSD Rules to
Facilitate Access to Clearance and Settlement of All
Eligible Secondary Market Transactions in U.S.
Treasury Securities).

13 See supra note 11 and associated text.

Member’s proprietary SFT Account
activity at NSCC. However, NSCC
would make several modifications and
clarifications to the NSCC Rules to (i)
reflect the establishment and
maintenance of the new accounts; (ii)
clarify requirements for the submission
of Agent Clearing Member Transactions;
and (iii) clarify the netting and close-out
treatment of the new Agent Clearing
Member Customer Net Margin Accounts
as compared to NSCC’s existing Agent
Clearing Member Customer Omnibus
Accounts. The proposed rule change is
discussed in detail below.

Proposed Changes to Definitions and
Descriptions

NSCC proposes to add new defined
terms to NSCC Rule 1 (Definitions and
Descriptions) to reflect the adoption of
the proposed Agent Clearing Member
Customer Net Margin Accounts.
Specifically, NSCC would add a new
defined term “Agent Clearing Member
Customer Net Margin Account” to mean
an Agent Clearing Member Customer
Omnibus Account that may contain
activity where the Agent Clearing
Member is acting both as Transferor and
as Transferee on behalf of its Customers.
NSCC would also add a new defined
term ““Agent Clearing Member Customer
Gross Margin Account” to mean an
Agent Clearing Member Customer
Omnibus Account that may only
contain activity where the Agent
Clearing Member is acting as Transferor
on behalf of its Customers, or as
Transferee on behalf of its Customers,
but not both.14

Additionally, NSCC would modify the
definition of the existing term ““Agent
Clearing Member Customer Omnibus
Account” to clarify that, as proposed, an
Agent Clearing Member Customer
Omnibus Account may be maintained as
either an Agent Clearing Member
Customer Gross Margin Account or an
Agent Clearing Member Customer Net
Margin Account.

Proposed Changes Related to
Submission of Agent Clearing Member
Transactions

NSCC proposes to modify the NSCC
Rules to provide additional clarity
regarding the requirements for
submitting Agent Clearing Member
Transaction data for Agent Clearing
Member Customer Omnibus Accounts,
including both Agent Clearing Member
Customer Gross Margin Accounts and

14 The proposed definition would reflect the
current description of activity maintained in Agent
Clearing Member Customer Omnibus Accounts in
Section 16(b) of NSCC Rule 56 (Securities
Financing Transaction Clearing Service). See supra
note 11.

the proposed Agent Clearing Member
Customer Net Margin Accounts.

NSCC would modify Section 5(a) of
NSCC Rule 2D (Agent Clearing
Members) to clarify that Agent Clearing
Members would be permitted to submit
for novation Agent Clearing Member
Transactions entered into by one or
more Customers on whose behalf the
Agent Clearing Member is acting as
agent. Currently, Section 5(a) of NSCC
Rule 2D provides that an Agent Clearing
Member may submit transactions
“entered into by the Agent Clearing
Member as agent on behalf of one or
more Customers.” The proposed rule
change would clarify that NSCC would
accept for novation any Agent Clearing
Member Transactions, regardless of
whether such transactions are entered
into by (i) the Agent Clearing Member
on behalf of a Customer or (ii) by the
Customer itself. In either case, however,
the SFT trade data would be submitted
for clearing to NSCC by an Approved
SFT Submitter acting on behalf of the
Agent Clearing Member.

In addition, NSCC would update
Section 5(b) of NSCC Rule 2D to clarify
that an Agent Clearing Member may
elect to maintain one or more Agent
Clearing Member Customer Gross
Margin Accounts or Agent Clearing
Member Customer Net Margin
Accounts. The proposed rule change
would conform with the proposed
changes to the definition of Agent
Clearing Member Customer Omnibus
Account, as discussed above.

NSCC also proposes to add new
Section 4(g) of Rule 56 concerning the
submission of Agent Clearing Member
Transactions. The proposed rule change
would require that, when submitting an
SFT to NSCC, the SFT transaction data
shall designate the account in which the
SFT shall be recorded, and that any
such designation shall constitute a
representation by the Agent Clearing
Member to NSCC that the SFT is of a
type that may be recorded in such
account in accordance with the NSCC
Rules. NSCC notes that an account
designation is already a required input
for the submission of SFT transaction
data. The proposed rule change would
clarify this requirement and help to
ensure that Members are submitting
appropriate SFT activity into their
designated account types.

Proposed Changes Related to Netting,
Close-Out and Default Management

Finally, NSCC proposes to update the
NSCC Rules to clarify the netting and
close-out treatment of Agent Clearing
Member Customer Omnibus Accounts
in the event of an Agent Clearing
Member default and, in particular, the
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netting and close-out of activity in the
proposed Agent Clearing Member
Customer Net Margin Accounts.

First, NSCC proposes to update
Sections 9(c) and 10(b) of NSCC Rule 2D
to clarify that, when NSCC ceases to act
for an Agent Clearing Member in its
capacity as an Agent Clearing Member,
NSCC would terminate the ability of
such Agent Clearing Member to submit
Agent Clearing Member Transactions for
all of its Customers; however, any Agent
Clearing Member Transactions which
have been novated by NSCC shall
continue to be processed by NSCC.
NSCC notes that under Sections 9(c) and
10(b) of NSCC Rule 2D, NSCC has
existing authority to decline to accept or
process data from the Agent Clearing
Member, including Agent Clearing
Member Transactions, in the event of a
cease to act scenario. The proposed rule
change would simply further clarify
actions that NSCC may take in such a
scenario.

In addition, the proposed rule change
would provide that, in the event of a
cease to act, NSCC, in its sole discretion,
would determine whether to (i) close
out open Agent Clearing Member
Transactions or (ii) permit such Agent
Clearing Member Transactions to be
settled.15 Currently, the NSCC Rules
discuss only NSCC’s ability to close out
open Agent Clearing Member
Transactions. NSCC believes that having
the option to permit such Agent
Clearing Member Transactions to settle
would enhance its default management
processes by allowing for the settlement
of Agent Clearing Member Transactions,
rather than requiring NSCC to take
market action to close out such
positions, if circumstances permit.

NSCC would also modify Section
14(b) of NSCC Rule 56 concerning cease
to act procedures for SFT Members with
open SFTs to clarify the profit and loss
(“P&L”) netting treatment for the
proposed Agent Clearing Member
Customer Net Margin Accounts and
related treatment for Agent Clearing
Member Customer Gross Margin
Accounts and Sponsored Member Sub-
Accounts. Specifically, NSCC would
add new rule text to Section 14(b) of
NSCC Rule 56 providing that, in
determining NSCC'’s loss or profit
resulting from the close-out of SFT
Positions established in any Sponsored
Member Sub-Account or Agent Clearing
Member Customer Omnibus Account,
NSCC may (i) in the case of a Sponsored
Member Sub-Account, net the SFT

15 NSCC would also make related, conforming
changes to Section 14(b)(iii) and (iv) of NSCC Rule
56 (Securities Financing Transaction Clearing
Service), which are discussed in further detail
below.

Positions in such Sponsored Member
Sub-Account; (ii) in the case of an Agent
Clearing Member Customer Net Margin
Account, net the positions in such
account as well as the positions in any
other Agent Clearing Member Customer
Net Margin Account; and (iii) in the
case of an Agent Clearing Member
Customer Gross Margin Account, not
net the positions in the account. NSCC
notes that these proposed changes
concerning Sponsored Members and
Sponsored Member Sub-accounts are
clarifying and organizational in nature
and are not intended to substantively
change any rights, requirements or
obligations associated with such
accounts.

NSCC also proposes to clarify its
general authority to close out offsetting
SFT Long and Short Positions in the
same SFT Security without taking
market action to close such positions.
The proposed rule change would
provide that, without limiting NSCC’s
rights in the NSCC Rules, NSCC may
decline to take market action to the
extent that both SFT Long Position(s)
and SFT Short Position(s) are
established in respect of the same SFT
Security in relation to a Defaulting SFT
Member or its Sponsored Members or
Customers, as applicable. In such a
situation, the proposed rule would
provide that NSCC may determine loss
or profit resulting from the close-out of
such SFT Positions through its other
market actions or by reference to market
data. In such circumstances, the
proposed rule change would allow
NSCC to avoid incurring the costs or
risks of market action with respect to
offsetting SFT Positions when closing
out the positions of a Defaulting SFT
Member or its Sponsored Members or
Customers.

The proposed rule change is primarily
intended to clarify the netting and close-
out actions that NSCC may take in the
event of an Agent Clearing Member
default. Specifically, the proposed rule
change would clarify that for purposes
of determining P&L in a close-out, NSCC
would net any positions in the new
proposed Agent Clearing Member
Customer Net Margin Account within
such account as well as with the
positions in any other Agent Clearing
Member Customer Net Margin Account.
However, NSCC would not net positions
in any Agent Clearing Member
Customer Gross Margin Account, either
within the account or across accounts,
to preserve the “gross” vs. ‘“net” nature
of the Agent Clearing Member Customer
Gross Margin Account. The proposed
rule change would also provide
additional clarification within Section
14(b) of NSCC Rule 56 concerning

existing netting treatment in the NSCC
Rules for Sponsored Member Sub-
Accounts.

Finally, NSCC would make other
drafting improvements and
clarifications in Section 14 of NSCC
Rule 56, which do not materially affect
the substance of the NSCC Rules. For
example, the proposed rule change
would further clarify in Section 14 of
NSCC Rule 56 that any Sponsored
Member Transactions or Agent Clearing
Member Transactions for which a
Defaulting SFT Member is the
Sponsoring Member or Agent Clearing
Member, respectively, and which have
been novated to NSCC shall continue to
be processed by NSCC. It would also
further clarify, as described above, that
NSCC would have discretion to
determine whether to close out the SFT
Positions established in an SFT
Member’s Sponsored Member Sub-
Account and Agent Clearing Member
Customer Omnibus Account (if any) or
permit the relevant Sponsored Member
Transactions or Agent Clearing Member
Transactions to be settled.

2. Statutory Basis

NSCC believes that the proposed rule
change is consistent with the
requirements of the Act and the rules
and regulations thereunder applicable to
a registered clearing agency.
Specifically, NSCC believes that the
proposed rule change is consistent with
Section 17A(b)(3)(F) of the Act 16 and
Rules 17ad-22(e)(6), (13), (19), (21) and
(23) thereunder 17 for the reasons set
forth below.

Consistency With Section 17A(b)(3)(F)

Section 17A(b)(3)(F) of Act18
requires, in part, that the rules of a
clearing agency be designed to promote
the prompt and accurate clearance and
settlement of securities transactions,
and to assure the safeguarding of
securities and funds which are in the
custody or control of the clearing agency
or for which it is responsible. The
proposed rule change would adopt a
new Agent Clearing Member Customer
Net Margin Account option for Agent
Clearing Members in the SFT Clearing
Service. The proposed Agent Clearing
Member Customer Net Margin Accounts
would be governed by the existing
NSCC Rules for Agent Clearing
Members (NSCC Rule 2D) and the SFT
Clearing Service (NSCC Rule 56), with
certain modifications to the NSCC Rules
to (i) reflect the establishment and

1615 U.S.C. 78q—1(b)(3)(F).

1717 CFR 240.17ad-22(e)(6), (13), (19), (21) and
(23).

1815 U.S.C. 78q-1(b)(3)(F).
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maintenance of the new accounts; (ii)
clarify requirements for the submission
of Agent Clearing Member Transactions;
and (iii) clarify the netting and close-out
treatment of the new Agent Clearing
Member Customer Net Margin Accounts
as compared to NSCC'’s existing Agent
Clearing Member Customer Omnibus
Accounts.

The proposed rule change is designed
to encourage and facilitate the
utilization of NSCC’s SFT Clearing
Service by a greater number of market
participants. The proposed changes are
intended to extend the benefits of
central clearing to a broader segment of
the SFT market, particularly to firms
that would offer or participate through
NSCC’s SFT Customer Clearing Service
using the proposed Agent Clearing
Member Customer Net Margin
Accounts. The proposed rule change
would promote the central clearing and
settlement of SFTs by providing an
additional way for Agent Clearing
Members and their Customers to access
NSCC’s SFT Clearing Service that would
provide enhanced margin and capital
efficiency for users of the service.
Bringing more SFTs into central clearing
would promote the prompt and accurate
clearance and settlement of such
transactions and provide benefits to
NSCC'’s participants and the broader
market, such as a reduction in the
amount of counterparty credit risk in
the SFT market through the application
of NSCC’s guaranty, risk management
and default management rules and
procedures.

The proposed rule change would
incorporate the new Agent Clearing
Member Customer Net Margin Accounts
into NSCC'’s existing risk management
framework. The Agent Clearing Member
Transactions submitted within the
proposed Agent Clearing Member
Customer Net Margin Accounts would
be margined in accordance with
Procedure XV and Section 12(b) of Rule
56 of the NSCC Rules, in the same
manner as a Member’s proprietary SFT
Account activity at NSCC, and would be
subject to the same trade acceptance,
novation, risk management and
operational rules and safeguards as SFT
transactions submitted within other
account types under NSCC’s SFT
Clearing Service.19 Furthermore, Agent
Clearing Members utilizing the
proposed Agent Clearing Member
Customer Net Margin Accounts would
be subject to the same existing
membership standards and member

19 See Section 12 of NSCC Rule 56 (Securities
Financing Transaction Clearing Service) and
Procedure XV (Clearing Fund Formula and
Methodology) of the NSCC Rules, supra note 3.

monitoring requirements that are
currently applicable to Agent Clearing
Members under the NSCC Rules. The
proposed rule changes would, therefore,
help to assure the safeguarding of
securities and funds which are in the
custody and control of NSCC or for
which it is responsible, by minimizing
the potential for an Agent Clearing
Member default or, in the event of a
default, any associated default losses,
thereby reducing potential risk and
losses to NSCC and non-defaulting
Members.

NSCC therefore believes the proposed
rule change is designed to promote the
prompt and accurate clearance and
settlement of securities transactions,
and to assure the safeguarding of
securities and funds which are in the
custody or control of the clearing agency
or for which it is responsible, in
accordance with Section 17A(b)(3)(F) of
Act.

Consistency With Rule 17ad—22(e)(6)

Rule 17ad—22(e)(6)(i) 2° under the Act
requires that each covered clearing
agency that provides CCP services
establish, implement, maintain, and
enforce written policies and procedures
reasonably designed to cover its credit
exposures to its participants by
establishing a risk-based margin system
that, among other things, considers, and
produces margin levels commensurate
with, the risks and particular attributes
of each relevant product, portfolio, and
market. As discussed above, the Agent
Clearing Member Transactions
submitted within the proposed Agent
Clearing Member Customer Net Margin
Accounts would be margined in
accordance with Procedure XV and
Section 12(b) of Rule 56 of the NSCC
Rules and would be margined in the
same manner as a Member’s proprietary
SFT Account activity at NSCC. NSCC
uses a risk-based Clearing Fund formula
that accounts for a variety of risk factors
through the application of a number of
components, each described in
Procedure XV and Section 12 of Rule 56
of the NSCC Rules. NSCC’s margin
methodology is designed to consider,
and produce margin levels
commensurate with, the risks and
particular attributes of each relevant
product, including SFTs cleared by
NSCC. As a result, NSCC believes that
the proposed changes are reasonably
designed to allow NSCC to consider,
and produce margin levels
commensurate with, the risks and
particular attributes of relevant
products, portfolios, and markets, in

2017 CFR 240.17ad-22(e)(6)(i).

accordance with Rule 17ad-22(e)(6)(i)
under the Act.

Consistency With Rule 17ad—22(e)(13)

Rule 17ad-22(e)(13) 2 under the Act
requires that each covered clearing
agency establish, implement, maintain,
and enforce written policies and
procedures reasonably designed to,
among other things, ensure the covered
clearing agency has the authority and
operational capacity to take timely
action to contain losses and liquidity
demands and continue to meet its
obligations. The proposed Agent
Clearing Member Customer Net Margin
Accounts would be subject to NSCC’s
existing default management rules and
procedures, with certain modifications
designed to (i) clarify the P&L netting
treatment of proposed Agent Clearing
Member Customer Net Margin Accounts
in a Member default; (ii) enhance
NSCC’s default management processes
for the Customer Clearing Service by
allowing for the settlement of Agent
Clearing Member Transactions, rather
than requiring NSCC to take market
action to close out such positions, if
circumstances permit; and (iii)
clarifying NSCC’s general authority to
close out offsetting SFT Long and Short
Positions in the same SFT Security
without taking market action. NSCC
believes that its current default
management rules and procedures, as
modified by the proposed rule change,
are designed to ensure that NSCC has
the authority and operational capacity
to take timely action to contain losses
and liquidity demands and continue to
meet its obligations in the event of an
SFT Member default (and particularly,
an Agent Clearing Member default).
NSCC therefore believes the proposed
rule change is reasonably designed to
comply with the requirements of Rule
17ad—-22(e)(13) under the Act.

Consistency With Rule 17ad-22(e)(19)

Rule 17ad—22(e)(19) 22 under the Act
requires that each covered clearing
agency establish, implement, maintain,
and enforce written policies and
procedures reasonably designed to
identify, monitor, and manage the
material risks to the covered clearing
agency arising from arrangements in
which firms that are indirect
participants in the covered clearing
agency rely on the services provided by
direct participants to access the covered
clearing agency’s payment, clearing, or
settlement facilities. As discussed
above, Agent Clearing Members wishing
to utilize the proposed Agent Clearing

2117 CFR 240.17ad—22(e)(13).
2217 CFR 240.17ad-22(e)(19).



15676

Federal Register/Vol. 91, No. 60/Monday, March 30, 2026/ Notices

Member Customer Net Margin Accounts
would be subject to the same existing
membership standards and member
monitoring requirements that are
currently applicable to Agent Clearing
Members under the NSCC Rules.
Additionally, the proposed Agent
Clearing Member Customer Net Margin
Accounts would be margined and risk
managed in the same manner as a
Member’s proprietary SFT Account
activity at NSCC and would be subject
to the same trade acceptance, novation,
risk management and operational rules
and safeguards as SFT transactions
submitted within other account types
under NSCC’s existing SFT Clearing
Service (including the Agent Clearing
Member and Sponsoring/Sponsored
Member services). Accordingly, NSCC
believes that its existing Rules related to
the Customer Clearing Service, along
with the proposed modifications
discussed herein, would continue to be
reasonably designed to identify,
monitor, and manage the material risks
to NSCC from clearing Customer activity
on a net margin basis within its
Customer Clearing Service, in
accordance with Rule 17ad—22(e)(19)
under the Act.

Consistency With Rule 17ad—22(e)(21)

Rule 17ad—22(e)(21) 23 under the Act
requires that each covered clearing
agency establish, implement, maintain,
and enforce written policies and
procedures reasonably designed to,
among other things, be efficient and
effective in meeting the requirements of
its participants and the markets it
serves. As discussed above, NSCC
Members and other market participants
have expressed interest in NSCC
offering a net margin account option for
SFT Members and their Customers that
is similar to the Agent Clearing Service
offered by NSCC'’s affiliate clearing
agency, FICC, which would provide
enhanced margin and capital efficiency
for users of the SFT Clearing Service.24
The proposed rule change would offer a
new way for Agent Clearing Members
and their Customers to access NSCC'’s
SFT Clearing Service through the use of
Agent Clearing Member Customer Net
Margin Accounts in response to this
feedback. NSCC therefore believes the
proposed rule change is reasonably
designed to meet the requirements of
NSCC’s participants and the markets it
serves, consistent with the requirements
of Rule 17ad—22(e)(21) under the Act.

2317 CFR 240.17ad—22(e)(21).
24 See supra note 12.

Consistency With Rule 17ad—22(e)(23)

Rule 17ad-22(e)(23)(i) 25 under the
Act requires that each covered clearing
agency establish, implement, maintain,
and enforce written policies and
procedures reasonably designed to
publicly disclose all relevant rules and
material procedures, including key
aspects of its default rules and
procedures. As noted above, the
proposed Agent Clearing Member
Customer Net Margin Accounts would
be subject to NSCC’s existing default
management rules and procedures, with
certain modifications designed to (i)
clarify the P&L netting treatment of
proposed Agent Clearing Member
Customer Net Margin Accounts in an
Agent Clearing Member default; (ii)
enhance NSCC’s default management
processes for the Customer Clearing
Service by allowing for the settlement of
Agent Clearing Member Transactions;
and (iii) clarify NSCC’s general
authority to close out offsetting SFT
Long and Short Positions in the same
SFT Security without taking market
action. These key aspects of NSCC’s
default management rules and
procedures would be publicly set forth
in the NSCC Rules. NSCC therefore
believes the proposed rule change is
reasonably designed to publicly disclose
all relevant rules and material
procedures, including key aspects of its
default rules and procedures, in
accordance with the requirements of
Rule 17ad—22(e)(23)(i) under the Act.

For the reasons set forth above, NSCC
believes the proposed rule change is
consistent with Section 17A(b)(3)(F) of
the Act and Rules 17ad-22(e)(6), (13),
(19), (21) and (23) thereunder.

(B) Clearing Agency’s Statement on
Burden on Competition

Section 17A(b)(3)(I) of Act 26 requires
that the rules of a clearing agency do not
impose any burden on competition not
necessary or appropriate in furtherance
of the purposes of the Act. NSCC does
not believe the proposed rule change
would present any burden or have any
impact on competition. The proposed
rule change would adopt a new net
margin account option for Agent
Clearing Members in NSCC’s SFT
Clearing Service. The proposed Agent
Clearing Member Customer Net Margin
Accounts would be available to all
Agent Clearing Members and their
customers that wish to use such
accounts. The proposed Agent Clearing
Member Customer Net Margin Accounts
would be offered in addition to, and
would not replace, the existing “gross

2517 CFR 240.17ad-22(e)(23)(i).
2615 U.S.C. 78q-1(b)(3)(1).

margin”’ account option, which would
also continue to be available to Agent
Clearing Members and their customers.
NSCC therefore believes that the
proposed rule change would promote
competition by expanding access types
and account models available to users of
its SFT Clearing Service. The proposed
rule change would not disadvantage or
favor any particular Member in
relationship to another Member or
unfairly inhibit access to NSCC’s
services. As a result, NSCC does not
believe that the proposed rule change
would impose any burden on
competition that is not necessary or
appropriate in furtherance of the
purposes of the Act.

(C) Clearing Agency’s Statement on
Comments on the Proposed Rule
Change Received From Members,
Participants, or Others

NSCC has not received or solicited
any written comments relating to this
proposal. If any written comments are
received, they will be publicly filed as
an Exhibit 2 to this filing, as required by
Form 19b—4 and the General
Instructions thereto.

Persons submitting comments are
cautioned that, according to Section IV
(Solicitation of Comments) of the
Exhibit 1A in the General Instructions to
Form 19b—4, the Commission does not
edit personal identifying information
from comment submissions.
Commenters should submit only
information that they wish to make
available publicly, including their
name, email address, and any other
identifying information.

All prospective commenters should
follow the Commission’s instructions on
how to submit comments, available at
www.sec.gov/rules-regulations/how-
submit-comment. General questions
regarding the rule filing process or
logistical questions regarding this filing
should be directed to the Main Office of
the Commission’s Division of Trading
and Markets at tradingandmarkets@
sec.gov or 202—-551-5777.

NSCC reserves the right not to
respond to any comments received.

II1. Date of Effectiveness of the
Proposed Rule Change, and Timing for
Commission Action

Within 45 days of the date of
publication of this notice in the Federal
Register or within such longer period
up to 90 days (i) as the Commission may
designate if it finds such longer period
to be appropriate and publishes its
reasons for so finding or (ii) as to which
the self-regulatory organization
consents, the Commission will:


http://www.sec.gov/rules-regulations/how-submit-comment
http://www.sec.gov/rules-regulations/how-submit-comment
mailto:tradingandmarkets@sec.gov
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(A) by order approve or disapprove
such proposed rule change, or

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

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

Electronic Comments

e Use the Commission’s internet
comment form (https://www.sec.gov/
rules/sro.shtml); or

e Send an email to rule-comments@
sec.gov. Please include file number SR—
NSCC-2026-005 on the subject line.

Paper Comments

e Send paper comments in triplicate
to Secretary, Securities and Exchange
Commission, 100 F Street NE,
Washington, DC 20549-1090.

All submissions should refer to File
Number SR-NSCC-2026-005. This file
number should be included on the
subject line if email is used. To help the
Commission process and review your
comments more efficiently, please use
only one method. The Commission will
post all comments on the Commission’s
internet website (http://www.sec.gov/
rules/sro.shtml). Copies of the filing will
be available for inspection and copying
at the principal office of NSCC and on
DTCC’s website (dtcc.com/legal/sec-
rule-filings). Do not include personal
identifiable information in submissions;
you should submit only information
that you wish to make available
publicly. We may redact in part or
withhold entirely from publication
submitted material that is obscene or
subject to copyright protection. All
submissions should refer to File
Number SR-NSCC-2026-005 and
should be submitted on or before April
20, 2026.

For the Commission, by the Division of
Trading and Markets, pursuant to delegated
authority.27

Sherry R. Haywood,

Assistant Secretary.

[FR Doc. 2026-06043 Filed 3—27-26; 8:45 am]
BILLING CODE 8011-01-P

2717 CFR 200.30-3(a)(12).

SECURITIES AND EXCHANGE
COMMISSION

[OMB Control No. 3235-0670]

Agency Information Collection
Activities; Submission for OMB
Review; Comment Request; Extension:
Rule 201 and Rule 200(g) of Regulation
SHO

Upon Written Request, Copies Available
From: Securities and Exchange
Commission, Office of FOIA Services,
100 F Street NE, Washington, DC
20549-2736

Notice is hereby given that, pursuant
to the Paperwork Reduction Act of 1995
(44 U.S.C. 3501 et seq.), the Securities
and Exchange Commission (SEC or
“Commission”) is submitting to the
Office of Management and Budget
(“OMB”) this request for extension of
the proposed collection of information
provided for in Rule 201 (17 CFR
242.201) and Rule 200(g) (17 CFR
242.200(g)) under the Securities
Exchange Act of 1934 (15 U.S.C. 78a et
seq.).

Rule 201 is a short sale-related circuit
breaker rule that, if triggered, imposes a
restriction on the prices at which
securities may be sold short. Rule 200(g)
provides that a broker-dealer may mark
certain qualifying sell orders ‘“‘short
exempt.” The information collected
under Rule 201’s written policies and
procedures requirement applicable to
trading centers, the written policies and
procedures requirement of the broker-
dealer provision of Rule 201(c), the
written policies and procedures
requirement of the riskless principal
provision of Rule 201(d)(6), and the
“short exempt” marking requirement of
Rule 200(g) enable the Commission and
self-regulatory organizations (‘““SROs”’)
to examine and monitor for compliance
with the requirements of Rule 201 and
Rule 200(g).

In addition, the information collected
under Rule 201’s written policies and
procedures requirement applicable to
trading centers helps ensure that trading
centers do not execute or display any
impermissibly priced short sale orders,
unless an order is marked “short
exempt,” in accordance with the Rule’s
requirements. Similarly, the information
collected under the written policies and
procedures requirement of the broker-
dealer provision of Rule 201(c) and the
riskless principal provision of Rule
201(d)(6) helps to ensure that broker-
dealers comply with the requirements of
these provisions. The information
collected pursuant to the “short
exempt” marking requirement of Rule
200(g) also provides an indication to a

trading center when it must execute or
display a short sale order without regard
to whether the short sale order is at a
price that is less than or equal to the
current national best bid.

It is estimated that SRO and non-SRO
respondents registered with the
Commission and subject to the
collection of information requirements
of Rule 201 and Rule 200(g) incur an
aggregate annual burden of 1,446,553
hours to comply with the Rules and an
aggregate annual external cost of
$248,000.

Any records generated in connection
with Rule 201’s requirements that
trading centers and broker-dealers (with
respect to the broker-dealer and riskless
principal provisions) establish written
policies and procedures must be
preserved in accordance with, and for
the periods specified in, Exchange Act
Rules 17a—-1 for SRO trading centers and
17a—4(e)(7) for non-SRO trading centers
and registered broker-dealers. The
amendments to Rule 200(g) and Rule
200(g)(2) do not contain any new record
retention requirements. All registered
broker-dealers that are subject to the
amendments are currently required to
retain records in accordance with Rule
17a—4(e)(7) under the Exchange Act.

Compliance with Rule 201 and Rule
200(g) is mandatory. We expect that the
information collected pursuant to Rule
201’s required policies and procedures
for trading centers will be
communicated to the members,
subscribers, and employees (as
applicable) of all trading centers. In
addition, the information collected
pursuant to Rule 201’s required policies
and procedures for trading centers will
be retained by the trading centers and
will be available to the Commission and
SRO examiners upon request, but not
subject to public availability. The
information collected pursuant to Rule
201’s broker-dealer provision and the
riskless principal exception will be
retained by the broker-dealers and will
be available to the Commission and SRO
examiners upon request, but not subject
to public availability. The information
collected pursuant to the “short
exempt” marking requirements in Rule
200(g) and Rule 200(g)(2) will be
submitted to trading centers and will be
available to the Commission and SRO
examiners upon request. The
information collected pursuant to the
“short exempt”” marking requirement
may be publicly available because it
may be published, in a form that would
not identify individual broker-dealers,
by SROs that publish on their internet
websites aggregate short selling volume
data in each individual equity security
for that day and, on a one-month
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