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Proposed Rule Change by Fixed Income Clearing Corporation
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Description

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

This rule filing proposes to require Demand processing for brokered repo trades.

Gontact Information

Provide the name, telephone number and e-mail address of the perscn on the staff of the self-regulatory organization

prepared to respond to questions and comments on the proposed rule change.

First Name |Nikki

Title

E-mail

\ Last Name |Pou|os

|Managing Director and General Counsel

|npou[os@dicc.com

Telephone |(212) 855-7633 Fax |{212) 855-3215

Signature

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

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

Date
By

04/09/2008

Nikki Poulos

{Name)

NOTE: Clicking the button at right will digitaily sign and lock
this form. A digital signature is as legally binding as a physical
signature, and ance signed, this form cannot be changed.

Managing Director and General Counsel

(Title)

95, npoulos@dteg.com . .




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 self-regulatory organization must provide all required information, presented in a
clear and comprehensible manner, to enable the public to provide meaningful
I. “Add | Iﬁemove] | View | 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 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
Ererset N =y N as published by the Cemmission (if applicable). The Office of the Federal Register
[' Add ] [Remove] | View | {OFR) offers guidance on Federal Register publication requirements in the Federal
Register Document Drafling Handbock, October 1998 Revisien. For example, all
references 1o the federai 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 fooincte. All references
1o 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 resull 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, writt'en comment.s, trar}scripts, other ccfmmunicatilons. If such
documents cannot be filed electrenically in accordance with Instruction F, they shall

nscripts, Other Communications
Tra pts, Other Co “ be fited in accordance with Instruction G.
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Exhibit Sent As Paper Bocument

a

|

Exhibit 3 - Form, Report, or Questionnaire Copies of any form, report, or questionnaire that the self-regulatory crganization

proposes to use to help implement or operate the proposed rule change, or that is
referred to by the proposed rule change.
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Exhibit Sent As Paper Cocument
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Exhibit 4 - Marked Coples The full {ext 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
dd: l |Rémbve| | View the staff to identify immediately the changes made from the text of the rule with which

it has been werking.

Exhibit 5 - Proposed Rufe Text The self-regulatory organization may choose to attach as Exhibit 5 proposed
changes to rule text in place of praviding it in ltem § and which may otherwise be
[14_ Add l {Rérﬁo@él l*vi'e'\‘.\,' | 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.




1. Text of Proposed Rule Change.

(2) The text of the proposed change to the rules of the Government Securities Division
(the “GSD”) of the Fixed Income Clearing Corporation (“FICC”) is attached hereto as
Exhibit 5.
(b) Not applicable.
(c) Not applicable.
2. Procedures of the Self-Regulatory Organization,

FICC received approval to submit this filing from its Credit and Market Risk
Management Committee on February 13, 2008.

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

(a) FICC is proposing to amend the rules of the Government Securities Division (the
“GSD”) to mandate “Demand Comparison” submission and processing for brokered repo trades
that are submitted by a specified cut-off time.

Background

In 2001, the Government Securities Clearing Corporation (“GSCC”), the GSD’s
predecessor, redesigned its comparison rules and procedures soon after the introduction of the
real-time trade matching system. At that time, GSCC also moved the timing of its settlement
guaranty from the point of netting to the point of comparison, much earlier in the day. In
proposing these changes, GSCC’s goal was to provide straight-through processing by allowing
for easy identification and resolution of trades intra-day to achieve 100 percent comparison.
These steps reduced risk by ensuring that more transactions are compared earlier in the day and
guaranteed through the clearing corporation so that intra-day credit exposure to counterparties
would be minimized.

As part of the redesign of the GSCC comparison rules, GSCC introduced Demand
Comparison, a new type of comparison that was created to provide members with flexibility and
control over the comparison process for trades executed via intermediaries.! Demand
Comparison strikes a balance between Bilateral Comparison (the traditional form of comparison
which requires two-sided submissions), where the member is required to submit trade data in
order for its trade to compare, and Locked-In Comparison,” where the trade has essentially been
operationally compared before being submitted to the clearing corporation.

' See SR-GSCC-2001-01,
* A typical example of a trade submitted for Locked-In Comparison is a Treasury auction take-down trade.




