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manage capital needs.172 Ronin,
therefore, states it is significantly more
difficult to manage the capital needs of
a business when a clearing agency does
not provide appropriate tools for
calculating projected margin
requirements in advance.173

In response, FICC states that its
Members have been provided with
sufficient time and information to assess
the impact of the proposed changes.174
FICC states that it has provided
Members with numerous opportunities
to gather information including (i)
holding customer forums in August
2017, (ii) making individual impact
studies available in September 2017 and
December 2017, (iii) providing parallel
reporting on a daily basis since
December 18, 2017, and (iv) meeting
and speaking with Members on an
individual basis and responding to
request for additional information since
August 2017.175 Separately, FICC agrees
with commenters that launching a
calculator that enables Members to
input sample portfolios to determine the
margin required would be beneficial to
its Members and is exploring creating
such a calculator outside of the changes
proposed in the Advance Notice.176
Additionally, in order to provide
Members with more time, FICC filed
Amendment No. 1 to delay
implementation of the Blackout Period
Exposure Adjustment and the removal
of the Blackout Period Exposure
Charge.177 Such changes now would be
implemented in phases throughout the
remainder of 2018.178

In response to commenters, the
Commission notes that the disclosure
requirements of Rule 17Ad-22(e)(23)(ii)
under the Exchange Act 179 should not
be conflated with the filing
requirements for advance notices under
Section 806(e)(1) of the Clearing
Supervision Act 180 and Rule 19b—4(n)
under the Exchange Act.181 Section
806(e)(1)(A) of the Clearing Supervision
Act requires a designated clearing
agency to provide its Supervisory
Agency (here, the Commission) 60 days
advance notice of any proposed change
to its rules, procedures, or operations
that could material affect the nature or
level of risks presented by the clearing
agency,182 which FICC did in this

172 Id.

173 Id.

174 FICC Letter I at 5; FICC Letter II at 8-9.
175 FICC Letter I at 5; FICC Letter II at 8-9.
176 FICC Letter I at 5.

177 Amendment No. 1, supra note 6.

178 Id‘

17917 GFR 240.17Ad-22(e)(23)(ii).

18012 U.S.C. 5465(e)(1).

18117 GFR 240.19b—4(n).

18212 U.S.C. 5465(e)(1)(A).

case.183 Meanwhile, Rule 19b—4(n)
under the Exchange Act not only states
how a designated clearing agency
should make an advance notice filing
with the Commission,84 but it also
requires the Commission to publish
notice of the advance notice,185 which
the Commission did,8¢ and requires the
designated clearing agency to post the
advance notice, and any amendments
thereto, on its website within two
business days after filing with the
Commission,87 which FICC did in this
case.188

Until the Commission has not
objected to the changes proposed in an
advance notice, either through written
notice before the end of the review
period 189 or through the expiration of
the review period,199 disclosure of the
proposed changes under Rule 17Ad—
22(e)(23)(ii) is not yet applicable, as
there would not yet be (and there may
not be if the Commission objects to the
proposed changes) any risks, fees, or
other material costs incurred with
respect to the proposed changes.
Nevertheless, the Commission notes that
FICC has conducted outreach to
Members, as described above, and has
proposed a staggered implementation of
the proposed Blackout Period Exposure
Adjustment and removal of the Blackout
Period Exposure Charge in response to
commenters. The Commission believes
that the absence of a longer period of
time to review the Advance Notice does
not render the proposed changes
inconsistent with the Clearing
Supervision Act or the applicable rules
discussed herein.

Therefore, the Commission believes
that the changes proposed in the
Advance Notice are consistent with
Rule 17Ad-22(e)(23)(ii) under the
Exchange Act.191

IV. Conclusion

It is therefore noticed, pursuant to
Section 806(e)(1)(I) of the Clearing
Supervision Act,192 that the
Commission does not object to advance
notice SR-FICC-2018-801, as modified
by Amendment No. 1, and that FICC is
authorized to implement the proposed
change as of the date of this notice or
the date of an order by the Commission
approving proposed rule change SR—

183 See Notice, supra note 3.

184 See 17 CFR 240.19b—4(n)(1)().

185 See id.

186 See Notice, supra note 3.

187 See 17 CFR 240.19b—4(n)(3).

188 Available at http://www.dtcc.com/legal/sec-
rule-filings.

18912 U.S.C. 5465(e)(1)(I).

19012 U.S.C. 5465(e)(1)(G).

19117 CFR 240.17Ad-22(¢)(23)(ii).

19212 U.S.C. 5465(e)(1)(D).

FICC-2018-001, as modified by

Amendment No. 1, that reflects rule

changes that are consistent with this

Advance Notice, as modified by

Amendment No. 1, whichever is later.
By the Commission.

Brent J. Fields,

Secretary.

[FR Doc. 2018-10513 Filed 5-16—18; 8:45 am]
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May 11, 2018.

Pursuant to Section 19(b)(1) of the
Securities Exchange Act of 1934
(“Act”)® and Rule 19b—4 thereunder,?2
notice is hereby given that on May 8,
2018, Fixed Income Clearing
Corporation (“FICC”) filed with the
Securities and Exchange Commission
(“Commission”) the proposed rule
change as described in Items [, IT and IIT
below, which Items have been prepared
by the clearing agency. The Commission
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 would
update (a) both the FICC Government
Securities Division (“GSD”’) Rulebook
(“GSD Rules”’) and the FICC Mortgage-
Backed Securities Division (“MBSD’’)
Clearing Rules (“MBSD Rules”) 3 to (i)
introduce a floor of one (1) percent to
the calculation of the existing fails
charge rules; (ii) clarify the target rate
that may be used in the fails charge
calculations under certain
circumstances; (iii) add two defined
terms to effectuate the proposed target-
rate clarification; and (iv) make certain
technical changes to the fails-charge
provisions to ensure consistent use of
defined terms; and (b) the MBSD Rules

115 U.S.C. 78s(b)(1).

217 CFR 240.19b—4.

3 Capitalized terms not defined herein are defined
in the GSD Rules and the MBSD Rules, as
applicable, available at http://www.dtcc.com/legal/
rules-and-procedures.


http://www.dtcc.com/legal/rules-and-procedures
http://www.dtcc.com/legal/rules-and-procedures
http://www.dtcc.com/legal/sec-rule-filings
http://www.dtcc.com/legal/sec-rule-filings
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only, to clarify that a cap applies to the
MBSD fails charge.

II. 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 update (a) both the GSD
Rules and the MBSD Rules 4 to (i)
introduce a floor of one (1) percent to
the calculation of the existing fails
charge rules; (ii) clarify the target rate
that may be used in the fails charge
calculations under certain
circumstances; (iii) add two defined
terms to effectuate the proposed target-
rate clarification; and (iv) make certain
technical changes to the fails-charge
provisions to ensure consistent use of
defined terms; and (b) the MBSD Rules
only, to clarify that a cap applies to the
MBSD fails charge. Each of these
proposed changes is described in detail
below.

(i) Background

In 2009, the Commission approved
FICC’s proposal to implement a fails
charge in the GSD Rules® to be
compliant with best practice guidelines
issued by the Treasury Market Practices
Group (“TMPG”). As described on the
website of the Federal Reserve Bank of
New York, the TMPG is a group of
market professionals committed to
supporting the integrity and efficiency
of the Treasury, agency debt (i.e.,
debentures of certain U.S. government
agencies and government-sponsored
enterprises) and agency mortgage-
backed securities markets.® The TMPG

41d.

5 Securities Exchange Act Release No. 59802
(April 20, 2009), 74 FR 19248 (April 28, 2009) (SR-
FICC-2009-03).

6 See https://www.newyorkfed.org/tmpg. The
TMPG is composed of senior business managers
and legal and compliance professionals from a

variety of institutions—including securities dealers,

banks, buy-side firms, market utilities and others—
and is sponsored by the Federal Reserve Bank of
New York. Id.

meets regularly to discuss and promote
best practices related to trading,
settlement and risk management in the
Treasury, agency debt and agency
mortgage-backed securities markets.
From time to time, the TMPG publishes
guidance to market participants,
including the Best Practices for
Treasury, Agency Debt, and Agency
Mortgage-Backed Securities Markets and
Fails Charge Trading Practice
recommendations for the Treasury,
agency debt, and agency mortgage-
backed securities markets.”

The TMPG fails charge guidelines
were aimed at addressing persistent
settlement fails in Treasury securities
transactions that had arisen in the
market. As noted in TMPG’s Frequently
Asked Questions: TMPG Fails Charges,
persistent elevated fail levels create
market inefficiencies, increase credit
risk for market participants and
heighten overall systemic risk.8 In order
to encourage market participants to
resolve fails promptly, the TMPG had
proposed to adopt a market-wide best
practice of assessing a charge on failed
positions. As part of the implementation
of this best practice, the TMPG
requested GSD to impose the fails
charge on failed positions within GSD,
which became the subject of FICC’s
2009 proposed rule change.9 As one of
the largest participants in the Treasury
market, FICC believes that it was
imperative that FICC adhere to these
best practice recommendations and help
maintain consistency and symmetry
within this market.

In 2011, FICC amended the GSD Rules
to expand the fails charge provision to
agency debt transactions.1? Therefore,
the charge now applies to fails of
Deliver Obligations 1? of Treasury
securities or debentures issued by
Fannie Mae, Freddie Mac or the Federal
Home Loan Banks.12 The charge is
applied daily and is a debit (or a credit

7 See https://www.newyorkfed.org/tmpg/
about.html.

8 Frequently Asked Questions: TMPG Fails
Charges (April 23, 2018) at 1, available at https://
www.newyorkfed.org/medialibrary/microsites/
tmpg/files/TMPG-Fails-Charge-FAQ-04-23-2018.pdf
(“FAQ").

9 Securities Exchange Act Release No. 59802
(April 20, 2009), 74 FR 19248 (April 28, 2009) (SR-
FICC-2009-03).

10 Securities Exchange Act Release No. 65910
(December 8, 2011), 76 FR 77861 (December 14,
2011) (SR-FICC-2011-08).

11 “Deliver Obligation” means a Netting
Member’s obligation to deliver Eligible Netting
Securities to FICC at the appropriate Settlement
Value either in satisfaction of all or a part of a Net
Short Position or to implement a collateral
substitution in connection with a Repo Transaction
with a Right of Substitution. GSD Rule 1, supra note
3.

12GSD Rule 11, Section 14, supra note 3.

for those with fails to receive) on the
member’s GSD monthly bill.

The current fails charge calculation,
which was approved by the
Commission, and remains as such in the
GSD Rules is equal to the product of the
(i) funds associated with a failed
position and (ii) the greater of (a) 0
percent or (b) 3 percent per annum
minus the Target Fed funds target rate
that is effective at 5 p.m. EST on the
Business Day prior to the originally
scheduled settlement date, capped at 3
percent per annum.!3 The following
example illustrates the manner in which
the current fails charge applies: Assume
that Member A fails today on a $50
million position on which he is owed
$50.1 million. Assume further that the
Target Fed funds rate yesterday at 5
p-m. was 1 percent. The fails charge will
be 2 percent per annum and it will be
applied to the funds amount of $50.1
million, thus equaling a charge of
$2,783.33 for that day. The member’s
bill will reflect a debit of $2,783.33. The
debits and credits will be accrued and
will apply to the member’s monthly bill.

In 2012, the Commission approved
the implementation of a fails charge in
the MBSD Rules, as part of a larger
proposed rule change to make MBSD a
central counterparty.14 The fails charge
calculation in MBSD is identical to the
GSD calculation with the exception of
the percent per annum amount from
which the federal funds target rate is
subtracted—in GSD, this is 3 percent
per annum and in MBSD, it is 2 percent
per annum.?5 The TMPG has explained
its reasons for recommending the 3
percent rate level for Treasury and
agency debt and the 2 percent rate level
for agency mortgage-backed securities.
Specifically, the TMPG has stated the
TMPG recommendation is designed to
give sellers an economic incentive to
deliver securities even when the federal
funds rate is low. Experience shows that
Treasury and agency debt fails have
rarely become widespread and chronic
if the fed funds rate is above about 3
percent. This suggests that market
participants generally act to cure
settlement fails reasonably promptly as
long as the economic cost of a fail is not
less than about 3 percent.1® The TMPG
also stated that it recommended a lower
charge cap level of 2 percent for the
agency mortgage-backed securities
market, given structural differences in
this market compared to the agency debt

13[d.

14 Securities Exchange Act Release No. 66550
(March 9, 2012), 77 FR 15155 (March 14, 2012) (SR-
FICC-2008-01).

15 MBSD Rule 12, supra note 3.

16FAQ at 6, supra note 8.


https://www.newyorkfed.org/medialibrary/microsites/tmpg/files/TMPG-Fails-Charge-FAQ-04-23-2018.pdf
https://www.newyorkfed.org/medialibrary/microsites/tmpg/files/TMPG-Fails-Charge-FAQ-04-23-2018.pdf
https://www.newyorkfed.org/medialibrary/microsites/tmpg/files/TMPG-Fails-Charge-FAQ-04-23-2018.pdf
https://www.newyorkfed.org/tmpg/about.html
https://www.newyorkfed.org/tmpg/about.html
https://www.newyorkfed.org/tmpg
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and Treasury markets. These differences
include monthly settlement conventions
that make fails more persistent and
more challenging to resolve quickly.1”
In 2013, following a new TMPG
recommendation,?8 the Commission
approved FICC’s proposal to delete the
two-day grace period from the original
2012 implementation of the fails charge
in the MBSD Rules.1?

Under both the GSD and MBSD
versions of the current fails charge, the
calculation of the charge could result in
a zero charge. Under the GSD version of
the current fails charge, if the fails
charge is 3 percent and the federal funds
target rate is 3 percent, then the
calculation of the charge in this case
would result in a zero charge. Similarly,
under the MBSD version of the current
fails charge, if the fails charge is 2
percent and the federal funds target rate
is 2 percent, then the calculation of the
charge in this case would result in a
zero charge.

(ii) Proposed Amendments to the GSD
and MBSD Fails Charges

On February 28, 2018, the TMPG
announced a proposed change to its best
practice regarding the fails charge to
introduce a floor of one (1) percent so
that a minimum charge amount would
result from the calculation of the
charge.2® The TMPG has stated that this
proposed change in best practices is to
help ensure that processes and
resourcing to address the fails charges at
firms remain in place so that during
times of increased applicability of the
fails charges the firms have the staff and
systems to handle the charges. There is
a concern that if the fails charge is
permitted to go to zero for a prolonged
period, firms will begin to deploy
resources elsewhere.

The TMPG has requested that FICC
amend the GSD and MBSD fails charges
to mirror the TMPG’s revised
recommendation regarding the
imposition of the floor. As one of the
largest participants in the Treasury,
agency and mortgage-backed securities
markets, FICC believes that it is

17]d.

18 Press Release, Federal Reserve Bank of New
York, TMPG Revises Agency MBS Fails Charge
Trading Practice (March 1, 2013), available at
https://www.newyorkfed.org/medialibrary/
microsites/tmpg/files/03_01_2013_Fails_charges_
press_release.pdyf.

19 Securities Exchange Act Release No. 69708
(June 6, 2013), 78 FR 35333 (June 12, 2013) (SR-
FICC-2013-01).

20 See Press Release, Federal Reserve Bank of New
York, Treasury Market Practices Group Seeks Public
Comment on Proposed Updates to its Fails Charge
Practice Recommendation (February 28, 2018),
available at https://www.newyorkfed.org/
medialibrary/Microsites/tmpg/files/PressRelease
022818.

imperative that FICC adhere to these
best practice recommendations and help
maintain consistency and symmetry
among the markets. FICC agrees with
the TMPG recommendation regarding
the imposition of the floor and proposes
to amend the GSD Rules and the MBSD
Rules to implement such change.

For the GSD Rules, the proposed rule
change would consist of deleting the
“0” in the calculation of the fails charge
in GSD Rule 11, Section 14 and
replacing it with ““1.” For the MBSD
Rules, the proposed rule change would
also consist of deleting the “0” in the
calculation of the fails charge in MBSD
Rule 12 and replacing it with “1.”

(iii) Proposed Clarifications Regarding
the GSD and MBSD Fails Charges and
Additional Defined Terms To Effectuate
Certain of These Clarifications

FICC is also proposing to clarify the
target rate that is referenced in the
calculation of both the GSD and MBSD
fails charges. Both divisions’ fails
charges reference the federal funds
target rate. Per the TMPG guidelines, if
the Federal Open Market Committee
(“FOMC”) specifies a target range in
lieu of a target level, the lower limit of
the target range announced by the
FOMC would be used in the calculation
of the fails charge.2? Further, if the
FOMC were to terminate its policy of
specifying or announcing a target level
or range for the federal funds rate, then
the rate that is used for the calculation
of the fails charge would be a successor
rate and source recommended by the
TMPG.22 While FICC would follow the
TMPG guidelines in this regard, the fails
charge rule provisions in each of the
GSD Rules and the MBSD Rules do not
state this. Therefore, for clarity and
transparency, FICC proposes to update
the relevant provisions to reflect that
FICC would follow this practice if those
circumstances arose. In order to
effectuate these clarifications, FICC is
proposing to add defined terms for
“FOMC” and “TMPG” in each of GSD
Rule 1 and MBSD Rule 1.

In addition, while the GSD Rules
expressly set forth the fails charge cap
(i.e., 3 percent per annum), the MBSD
Rules do not. The MBSD fails charge
cap follows the same convention as the
GSD one, which is the percentage that
is applied to the target federal funds
rate. In the case of MBSD, this cap is 2
percent per annum. FICC proposes to
clarify the MBSD fails charge provision

21 U.S. Treasury Securities: Fails Charge Trading

Practice (July 13, 2016), at 3, available at https://
www.newyorkfed.org/medialibrary/microsites/
tmpg/files/Fails-Charge-Trading-Practice-2016-07-
13.pdf (“Fails Charge Trading Practice”).

22]d.

by adding language regarding the cap on
the fails charge.

(iv) Technical Changes

FICC is proposing to make a technical
change regarding references to the
federal funds rate in the fails charge
calculation in the GSD Rules and the
MBSD Rules. The current term “Target
Fed funds target rate”” in Section 14 of
GSD Rule 11 and the current term “fed
funds target rate”’ in MBSD Rule 12
would be replaced with the new term
“target level for the federal funds rate,”
which is the term used by the TMPG in
its guidance. FICC believes that this
non-substantive change would enhance
clarity across the GSD Rules and MBSD
Rules and enhance consistency with the
TMPG guidance.

FICC is also proposing to amend
certain terms in the fails charge
provisions of both the GSD Rules and
MBSD Rules in order to use defined
terms and to enhance clarity and
consistency within the GSD Rules and
MBSD Rules. Specifically, in GSD Rule
11, Section 14 and in MBSD Rule 12,
the term “Fedwire” would be replaced
with the defined term “FedWire.” In
MBSD Rule 12, the terms “pool delivery
obligation” and “pool deliver
obligation” would be replaced each time
it appears with the defined term “Pool
Deliver Obligation.” In MBSD Rule 12,
the word “‘contractual” in the term
“contractual Settlement Date” would be
capitalized to use the defined term
“Contractual Settlement Date” and the
term “‘business day”” would be replaced
with the defined term ‘“Business Day.”

Implementation Timeframe

Pending SEC approval, FICC would
implement this proposal on July 2,
2018. FICC would announce such
implementation date by Important
Notice. As proposed, a legend would be
added to each of GSD Rule 1, GSD Rule
11, MBSD Rule 1, and MBSD Rule 12
stating that there are changes that have
been approved by the Commission but
have not yet been implemented. The
proposed legend also would include a
date on which such changes would be
implemented and the file number of this
proposal, and state that, once this
proposal is implemented, the legend
would automatically be removed from
such rule.

2. Statutory Basis

FICC believes that this proposal is
consistent with the requirements of the
Act and the rules and regulations
thereunder applicable to a registered
clearing agency. Specifically, FICC
believes that this proposal is consistent


https://www.newyorkfed.org/medialibrary/microsites/tmpg/files/Fails-Charge-Trading-Practice-2016-07-13.pdf
https://www.newyorkfed.org/medialibrary/microsites/tmpg/files/Fails-Charge-Trading-Practice-2016-07-13.pdf
https://www.newyorkfed.org/medialibrary/microsites/tmpg/files/Fails-Charge-Trading-Practice-2016-07-13.pdf
https://www.newyorkfed.org/medialibrary/microsites/tmpg/files/Fails-Charge-Trading-Practice-2016-07-13.pdf
https://www.newyorkfed.org/medialibrary/microsites/tmpg/files/03_01_2013_Fails_charges_press_release.pdf
https://www.newyorkfed.org/medialibrary/microsites/tmpg/files/03_01_2013_Fails_charges_press_release.pdf
https://www.newyorkfed.org/medialibrary/microsites/tmpg/files/03_01_2013_Fails_charges_press_release.pdf
https://www.newyorkfed.org/medialibrary/Microsites/tmpg/files/PressRelease_022818
https://www.newyorkfed.org/medialibrary/Microsites/tmpg/files/PressRelease_022818
https://www.newyorkfed.org/medialibrary/Microsites/tmpg/files/PressRelease_022818
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with Section 17A(b)(3)(F) of the Act 23
and Rule 17Ad—22(e)(23)(ii),24 as
promulgated under the Act, for the
reasons described below.

Section 17A(b)(3)(F) of the Act
requires, in part, that the GSD Rules and
the MBSD Rules be designed to promote
the prompt and accurate clearance and
settlement of securities transactions.25
FICC believes the proposed rule changes
to amend the GSD and MBSD fails
charges to include a floor in the
calculation of the charges would
encourage firms to complete their
securities settlement obligations on a
timely basis. By doing so, settlement in
the applicable markets covered by
FICC’s processes would occur on a
timely basis and thereby promote the
prompt and accurate clearance and
settlement of securities transactions,
consistent with Section 17A(b)(3)(F) of
the Act.26

This proposal is also consistent with
Rule 17Ad—22(e)(23)(ii) under the Act.
Rule 17Ad—-22(e)(23)(ii) under the Act
requires FICC to establish, implement,
maintain and enforce written policies
and procedures reasonably designed to
provide sufficient information to enable
participants to identify and evaluate the
risks, fees, and other material costs they
incur by participating in the covered
clearing agency.2” The proposed rule
changes would update: (a) Both the GSD
Rules and the MBSD Rules to (i) clarify
the target rate that may be used in the
fails charge calculations under certain
circumstances; (ii) add two defined
terms to effectuate the proposed target-
rate clarification; and (iii) make certain
technical changes to the fails-charge
provisions to ensure consistent use of
defined terms; and (b) the MBSD Rules
only, to clarify that a cap applies to the
MBSD fails charge. FICC believes these
proposed rule changes would help
ensure that the GSD and MBSD fails
charges are transparent and clear to
members. Having transparent and clear
provisions in this regard would enable
members to better understand the
operation of the fails charges in GSD
and MBSD and would provide members
with increased predictability and
certainty regarding their obligations. As
such, FICC believes that the proposed
rule changes are consistent with Rule
17Ad-22(e)(23)(ii1) under the Act.28

2315 U.S.C. 78q—1(b)(3)(F).

2417 CFR 240.17Ad-22(e)(23)(ii).
2515 U.S.C. 78q—1(b)(3)(F).

26 Id.

2717 CFR 240.17Ad—22(e)(23)(ii).
28]d.

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

FICC believes that the proposed rule
changes to amend the calculation of the
fails charge in each of the GSD Rules
and the MBSD Rules to implement a
floor could have an impact on
competition because the
implementation of the floor would
result in higher fail charges for members
that incur the charge.29 Specifically,
FICC believes this proposed rule change
could burden competition by negatively
affecting such members’ operating costs.
While such members may experience
increases in their fails charges, FICC
does not believe such change would in
and of itself mean that the burden on
competition is significant. Even though
the amount of the increase may be
significant, FICC believes the increase in
the charge would similarly affect all
members that tend to incur the fails
charge. Regardless of whether the
burden on competition is deemed
significant, FICC believes any burden on
competition that is created by the
proposed rule changes to implement the
proposed floor would be necessary and
appropriate in furtherance of the
purposes of the Act, as permitted by
Section 17A(b)(3)(I) of the Act.30

FICC believes the proposed rule
changes to amend the calculation of the
fails charge in each of the GSD Rules
and the MBSD Rules to implement a
floor would be necessary in furtherance
of the purposes of the Act.31 FICC
believes that persistent elevated fail
levels create overall systemic risk
because they (i) do not permit members
and FICC to complete timely settlement
and (ii) create uncertainty regarding the
timing of settlement. The proposed rule
changes to implement the floor would
further discourage fails and therefore
mitigate against this systemic risk.
Therefore, FICC believes the proposed
rule changes to amend the calculation of
the fails charge in each of the GSD Rules
and the MBSD Rules to implement a
floor would be necessary in furtherance
of the purposes of the Act, as permitted
by Section 17A(b)(3)(I) of the Act.32

FICC also believes any burden on
competition that is created by the
proposed rule changes to amend the
calculation of the fails charge in each of
the GSD Rules and the MBSD Rules to
implement a floor would be appropriate
in furtherance of the purposes of the
Act.33 Under the proposal, the fails
charge would continue to apply to those

2915 U.S.C. 78q-1(b)(3)(D).
30]d.
31]d.
32]d.
aad.

members that engage in fails, and the
application of the charge as such would
not be changed by the proposed rule
change. The proposed change to impose
the floor would result in a charge being
realized each time that a member
engages in a fail, but this would apply
equally to all members who do so. As
such, FICC believes that the proposed
rule changes to amend the calculation of
the fails charge in each of the GSD Rules
and the MBSD Rules to implement a
floor would be appropriate in
furtherance of the purposes of the Act,
as permitted by Section 17A(b)(3)(I) of
the Act.34

FICC does not believe there would be
an impact on competition with the
proposed rule changes that would
update (a) both the GSD Rules and the
MBSD Rules to (i) clarify the target rate
that may be used in the fails charge
calculations under certain
circumstances; (ii) add two defined
terms to effectuate the target-rate
clarification; and (iii) make certain
technical changes to the fails-charge
provisions to ensure consistent use of
defined terms; and (b) the MBSD Rules
only, to clarify that a cap applies to the
MBSD fails charge.?5 These changes
would ensure that the GSD Rules and
the MBSD Rules remain clear and
would facilitate members’
understanding regarding the
applicability of the GSD and MBSD fails
charges. These changes would not affect
members’ rights and obligations. As
such, FICC believes that these proposed
rule changes would not have any impact
on competition.

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

Written comments relating to this
proposed rule change have not been
solicited or received. FICC will notify
the Commission of any written
comments received by FICC.

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:

(A) By order approve or disapprove
such proposed rule change, or

as]d,
s 1d.
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(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 (http://www.sec.gov/
rules/sro.shtml); or

e Send an email to rule-comments@
sec.gov. Please include File Number SR—
FICC-2018-004 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.

All submissions should refer to File
Number SR-FICC-2018-004. 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
submission, all subsequent
amendments, all 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 website viewing and
printing in the Commission’s Public
Reference Room, 100 F Street NE,
Washington, DC 20549 on official
business days between the hours of
10:00 a.m. and 3:00 p.m. Copies of the
filing also will be available for
inspection and copying at the principal
office of FICC and on DTCC’s website
(http://dtcc.com/legal/sec-rule-
filings.aspx). All comments received
will be posted without change. Persons
submitting comments are cautioned that
we do not redact or edit personal
identifying information from comment
submissions. You should submit only
information that you wish to make
available publicly. All submissions
should refer to File Number SR-FICC—
2018-004 and should be submitted on
or before June 7, 2018.

For the Commission, by the Division of
Trading and Markets, pursuant to delegated
authority.36

Eduardo A. Aleman,

Assistant Secretary.

[FR Doc. 2018-10505 Filed 5-16—18; 8:45 am]
BILLING CODE 8011-01-P

DEPARTMENT OF STATE
[Public Notice: 10415]

Notice of Public Meeting

The Department of State will conduct
an open meeting at 9:30 a.m. on June 28,
2018, in conference Room 4Y23-21 of
the Douglas A. Munro Coast Guard
Headquarters Building at St. Elizabeth’s,
2703 Martin Luther King Jr. Avenue SE,
Washington, DC 20593. The primary
purpose of the meeting is to prepare for
the fifth session of the International
Maritime Organization’s (IMO) Sub-
Committee on Human Element, Training
and Watch keeping (HTW) to be held at
the IMO Headquarters, United Kingdom,
July 16 to 20, 2018.

The agenda items to be considered
include:

—Decisions of other IMO bodies

—Validated model training courses

—Reports on unlawful practices
associated with certificates of
competency

—Guidance for STCW Code, section B—
1/2

—Comprehensive review of the 1995
STCW-F Convention

—Role of the Human Element

—Revision of the Guidelines on Fatigue

—Review of SOLAS chapter II-2 and
associated codes to minimize the
incidence and consequences of fires
on ro-ro spaces and special category
spaces of new and existing ro-ro
passenger ships

—Amendments to the IGF Code and
development of guidelines for low-
flashpoint fuels

—Revised SOLAS regulation 1I-1/3—-8
and associated guidelines (MSC.1/
Circ.1175) and new guidelines for safe
mooring operations for all ships

—Measures to harmonize port State
control (PSC) activities and
procedures worldwide

—Biennial status report and provisional
agenda for HTW 6

—Any other business
Members of the public may attend

this meeting up to the seating capacity

of the room. Upon request to the

meeting coordinator, members of the

public may also participate via

teleconference, up to the capacity of the

3617 CFR 200.30-3(a)(12).

teleconference phone line. To access the
teleconference line, participants should
call (202) 475—-4000 and use Participant
Code: 887 809 72. To facilitate the
building security process, and to request
reasonable accommodation, those who
plan to attend should contact the
meeting coordinator, Mr. Davis Breyer,
by email at Davis.J.Breyer@uscg.mil, by
phone at (202) 372-1445, or in writing
at 2703 Martin Luther King Jr. Ave. SE,
Stop 7509, Washington, DG 20593-7509
not later than June 21, 2018, 7 days
prior to the meeting. Requests made
after June 21, 2018 might not be able to
be accommodated. Please note that due
to security considerations, two valid,
government issued photo identifications
must be presented to gain entrance to
the Douglas A. Munro Coast Guard
Headquarters Building at St. Elizabeth’s.
This building is accessible by taxi,
public transportation, and privately
owned conveyance (upon request).

Joel C. Coito,

Coast Guard Liaison Officer, Office of Ocean
and Polar Affairs, Department of State.

[FR Doc. 2018-10480 Filed 5-16—18; 8:45 am]
BILLING CODE 4710-09-P

DEPARTMENT OF TRANSPORTATION
Federal Aviation Administration
Aviation Rulemaking Advisory
Committee; Meeting

AGENCY: Federal Aviation
Administration (FAA), DOT.

ACTION: Notice of Aviation Rulemaking
Advisory Committee (ARAC) meeting.

SUMMARY: The FAA is issuing this notice
to advise the public of a meeting of the
ARAC.

DATES: The meeting will be held on June
21, 2018, starting at 2:00 p.m. Eastern
Standard Time. Arrange oral
presentations by June 4, 2018.
ADDRESSES: The meeting will take place
at the Mayflower Hotel, 1127
Connecticut Ave. NW, Washington, DC
20036.

FOR FURTHER INFORMATION CONTACT:
Lakisha Pearson, Federal Aviation
Administration, 800 Independence
Avenue SW, Washington, DC 20591,
telephone (202) 267-4191; fax (202)
267-5075; email 9-awa-arac@faa.gov.
SUPPLEMENTARY INFORMATION: Pursuant
to Section 10(a)(2) of the Federal
Advisory Committee Act (5 U.S.C. App.
2), we are giving notice of a meeting of
the ARAC taking place on June 21, 2018,
at the Mayflower Hotel, 1127
Connecticut Ave. NW, Washington, DC
20036.
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