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

This rule filing proposes to establish guaranteed settlement and central counterparty services for the
Mortgage-Backed Securities Division of FICC.

Contact Information

Pravide the name, telephone number and e-mail address of the person on the staff of the seif-regulatory organization
prepared to respond to guestions and commaents on the proposed rule change.

First Name |Allison 1 Last Name |Finnegan

Title Senior Associate Counsel

E-mail afinnegan@dtcc.com
Telophone {(212)855-3283 | Fax |

Signature
Pursuant to the requirements of the Securities Exchange Act of 1934,

has duly caused this filing to be signad on its behalf by the undersigned thereunto duly authorized officer.

Date |03/12/2008

By iNikki Poulos Managing Director and General Counsal
{Name}

(Title)

NOQTE: Clicking the button at right will digitally sign and lock
this form. A digital signature is as iegally binding as a physical
signature, and once signed, this form ¢annot be changed.




SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

For complete Form 19b-4 instructions please refer to the EFFS website.

Form 19b-4 Information The seif-regulatory organization must provide all required information, presented in a
clear and comprehensible manner, to enable the public to provide meaningful
comment en 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  1he Notice section of this Farm 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
(.9., 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 Copies of notices, writtan comments, transcripts, other communications. If such
Transeripts, Other Communications ' documents cannot be filed electronically in accordance with Insteuction F, they shall
' be fited in accordance with Instruction G.

i

Exhibit Sent As Paper Document

Exhibit 3 - Form, Report, or Questionnaire 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 Sent As Paper Document

Exhibit 4 - Marked Copies The full text shall be marked, in any convenient manner, fo 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.

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

If the self-regulatory organization is amending cnly part of the text of a lengthy

proposed rule change, it may, with the Commission's permission, file anly 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.




1. Text of Proposed Rule Change
(a) The text of the proposed rule change is annexed hereto as Exhibit 5.
(b) Not applicable
(c) Not applicable

2. Procedures of the Self-Regulatory Organization

(a) The proposed rule change was approved by the Credit and Market Risk
Management Commiittee of Fixed Income Clearing Corporation (“FICC”) on December
19, 2007.

3. Self-Regulatory Organization’s Statement of the Purpose of, and Statutory Basis
for, the Proposed Rule Change

(a) The purpose of the present rule filing is to introduce central counterparty
(“CCP”) and guaranteed settlement services for the Mortgage-Backed Securities Division
(the “MBSD”) of FICC. Establishment of these processes for the MBSD has necessitated
the drafting of a new MBSD rulebook. Therefore, the existing MBSD clearing rulebook
will be replaced, in its entirety, by a new rulebook attached hereto as Exhibit 5.! Current
MBSD rules provisions that reflect processes that will continue upon the introduction of
the CCP services have been retained where applicable. In order to promote uniformity
between FICC’s two Divisions and to create transparency for common members, the new
MBSD rulebook follows the structure of the rulebook of the Government Securities
Division (the “GSD™). In addition, where possible and/or applicable, the new MBSD
provisions mirror the equivalent GSD provisions.

I OVERVIEW

With the introduction of CCP services and guaranteed settlement for transactions
submitted to the MBSD, FICC will provide a trade guarantee for all “to be announced”’
(“TBA”) transactions and specified pool trades upon comparison of trade details
submitted by members. Additionally, a new pool netting system will perform a daily net
of pool allocations for eligible trades, at which point FICC will become central
counterparty to those obligations, and settlement will occur versus FICC. For all other
obligations, settlement will occur outside of FICC, with original settlement counterparties,
as is done today.

A. Current Processing

Under the current MBSD processing model, MBSD member firms submit
settlement balance order-destined transactions, trade-for-trade transactions, and specified

! The MBSD’s EPN rulebook will remain unchanged.




