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party, acting as agent for both buyer and seller — the SEF, not with an interested party to the

transaction -— the dealer, acting as principal.

Sharing such information with a principal to the transaction no doubt creates a conflict of interest
and is unworkable. It is also contrary to information partition provisions of Sections 731 and 764
of the Dodd Frank Act that preclude FCMs from sharing customer information with their dealer
desk counterparts. Moreover operationally, implementing such a decentralized system might
prove to be difficult as some have already noted. Separate connectivity would be needed to link
each one of several clearing firms to each one of several dealers in a new communications
network. As the number of dealers, customers and clearing brokers grew, the system’s
complexity would increase exponentially. Such a system might prove so costly for the end user
that, in practical terms, they would be forced to operationally connect to all but a handful of

dealers, thus limiting their choice and their access to liquidity.

Regulators should be wary of such documentation and workflows that on their face claim to
enhance trade certainty and market integrity, but are transparent attempts to restrict trade,
customer choice and liquidity. Such proposals only serve to undermine the core principles of
the Dodd Frank Act.

IV. Conclusion

The SDMA believes post-trade trade integrity and pre-trade trade integrity are both necessary
components to promote market integrity and lessen settlement risk in the cleared swaps market
created by Dodd Frank Act. For central clearing to be successful, the Commissions must
intervene to require that the market adopt precedents set in other markets and use widely
available technology and workflow necessary to create (a) post-trade trade integrity through
immediate real-time clearing, and (b) the pre-trade trade integrity through real-time pre-trade

margin checks.

The SDMA recommends that the Commissions be vigilant that any proposed workflow not be

restrictive or represent an anticompetitive restraint on customer choice of counterparty or
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execution method. Nor should it be a restraint on a buyer's or seller's choice of clearing firm.
The workflow must provide for a symmetrical post-trade trade submission to clearing by which
SEFs simultaneously deliver both customer trade legs real-time to the CCP. CCPs should in
turn accept or reject trades for clearing in real-time. Any proposed workflow must increase, not
decrease, the speed at which a trade is confirmed for clearing by the CCP. Moreover, any
proposed workflow should not be an attempt to circumvent the core principles of the Dodd Frank
Act. As a market, all participants under the guidance of the Commissions should be able to
work in concert to bring about a solution that is consistent with the Dodd Frank Act and ensures

the OTC clearing of swaps is a success.
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