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C. Self-Regulatory Organization’s
Statement on Comments on the
Proposed Rule Change Received From
Members, Participants, or Others

No written comments were either
solicited or 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 Exchange consents, the Commission
will:

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—
BX-2025-024 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-BX-2025-024. 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-BX-2025-024 and

should be submitted on or before
October 22, 2025.
For the Commission, by the Division of

Trading and Markets, pursuant to delegated
authority.81

Sherry R. Haywood,

Assistant Secretary.

[FR Doc. 2025-19103 Filed 9-30-25; 8:45 am]
BILLING CODE 8011-01-P

SECURITIES AND EXCHANGE
COMMISSION

[OMB Control No. 3235-0064]

Agency Information Collection
Activities; Submission for OMB
Review; Comment Request; Extension:
Exchange Act Form 10

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
(“Commission’’) has submitted to the
Office of Management and Budget
(“OMB”) this request for extension of
the previously approved collection of
information discussed below.

Form 10 (17 CFR 249.210) is used by
issuers to register a class of securities
pursuant to Section 12(b) or Section
12(g) (15 U.S.C. 78I(b) and 78I(g)) of the
Securities Exchange Act of 1934. Form
10 requires financial information and
other disclosures about matters such as
the issuer’s business, properties,
identity and remuneration of
management, outstanding securities,
securities to be registered, and financial
condition. The information collected on
Form 10 is intended to ensure that
investors in a class of Section 12-
registered securities have sufficient
information regarding such securities
and their issuer necessary to make
informed investment and voting
decisions. The information required by
Form 10 is mandatory, and Form 10 is
publicly available on the Commission’s
Electronic Data Gathering, Analysis, and
Retrieval (“EDGAR”) system. We
estimate that Form 10 takes
approximately 198.84 hours per
response to prepare and is filed by an
average of 104 respondents annually,
once per year, for an average of 104
responses annually. We estimate that
25% of the 198.84 hours per response
(49.71 hours) is carried internally by the
issuer for an annual reporting burden of

8117 CFR 200.30-3(a)(12).

5,170 hours (49.71 hours per response x
104 responses). We further estimate that
75% of the 198.84 hours per response
(149.13 hours) is carried by outside
professionals at a rate of $600 per hour
for a total annual cost burden of
$9,305,712 (149.13 hours per response x
$600 per hour x 104 responses).

An agency may not conduct or
sponsor, and a person is not required to
respond to, a collection of information
unless it displays a currently valid
control number.

The public may view and comment
on this information collection request
at: https://www.reginfo.gov/public/do/
PRAViewICR?ref nbr=202506-3235-009
or send an email comment to
MBX.OMB.OIRA.SEC desk_officer@
omb.eop.gov within 30 days of the day
after publication of this notice by
November 3, 2025.

Dated: September 26, 2025.
Sherry R. Haywood,
Assistant Secretary.
[FR Doc. 2025-19089 Filed 9-30-25; 8:45 am]
BILLING CODE 8011-01-P

SECURITIES AND EXCHANGE
COMMISSION

[Release No. 34-104116; File No. SR-FICC-
2025-018]

Self-Regulatory Organizations; Fixed
Income Clearing Corporation; Order
Approving Proposed Rule Change To
Add Basis Risk Haircut Charge to
Certain Models

September 29, 2025.

I. Introduction

On August 15, 2025, Fixed Income
Clearing Corporation (“FICC”) filed
with the Securities and Exchange
Commission (“Commission”), pursuant
to Section 19(b)(1) of the Securities
Exchange Act of 1934 (“Act”) * and Rule
19b—4 thereunder,? proposed rule
change SR-FICC-2025-018 (‘“Proposed
Rule Change”’) 3 to make changes to the
GSD Methodology Document—GSD
Initial Market Risk Margin Model
(“QRM Methodology Document”) 4 in
order to incorporate the mortgage-
backed securities (“MBS”’) pool/to-be-
announced (“TBA”) basis risk haircut

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

217 CFR 240.19b—4.

3 Capitalized terms not defined herein are defined
in FICC’s Government Securities Division (“GSD”’)
Rulebook (“Rules”), available at www.dtcc.com/
legal/rules-and-procedures.

4 As part of the Proposed Rule Change, FICC filed,
as Exhibit 5, changes proposed to the QRM
Methodology Document. Pursuant to 17 CFR
240.24b-2, FICC requested confidential treatment of
Exhibit 5.
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charge into certain GSD margin models.
The Proposed Rule Change was
published for comment in the Federal
Register on August 29, 2025.5 The
Commission has received no comments
on the proposed rule change. For the
reasons discussed below, the
Commission is approving the Proposed
Rule Change.

II. Background

FICC is a central counterparty
(“CCP”), which means it interposes
itself as the buyer to every seller and
seller to every buyer for the financial
transactions it clears. FICC’s GSD
provides trade comparison, netting, risk
management, settlement, and central
counterparty services for the U.S.
Government securities market.® As
such, FICC is exposed to the risk that
one or more of its members may fail to
make a payment or to deliver securities.

A key tool that FICC uses to manage
its credit exposures to its members is
the daily collection of the Required
Fund Deposit (i.e., margin) from each
member. A member’s margin is
designed to mitigate potential losses
associated with liquidation of the
member’s portfolio in the event of that
member’s default. The aggregated
amount of all GSD members’ margin
constitutes the Clearing Fund, which
FICC would be able to access should a
defaulted member’s own margin be
insufficient to satisfy losses to FICC
caused by the liquidation of that
member’s portfolio.

FICC’s Rules refer to margin in two
ways, depending on the types of
members and accounts involved. First,
the Required Fund Deposit is the sum
of each member’s proprietary accounts
and its indirect participant accounts not
designated as Segregated Indirect
Participant Accounts.” Second, the
Segregated Customer Margin
Requirement is the sum of the member’s
Sponsoring Member Omnibus Accounts
and Agent Clearing Member Omnibus
Accounts designated as Segregated
Indirect Participant Accounts.8

Both the Required Fund Deposit and
Segregated Customer Margin
Requirement consist of several
components, each of which is calculated
to address specific risks faced by FICC
arising out of its members’ trading

5 See Securities Exchange Act Release No. 103780
(Aug. 15, 2025), 90 FR 42284 (Aug. 29, 2025) (File
No. SR-FICC-2025-018) (‘“Notice of Filing”).

6 FICC’s Mortgage-Backed Securities Division
provides similar services for mortgage-backed
securities. For purposes of this Order, “FICC” refers
to GSD.

7 See GSD Rule 4 (Clearing Fund and Loss
Allocation), supra note 3.

81d.

activity.? For both, the components
include, among others, a VaR charge
(“VaR Charge”’) designed to capture the
potential market price risk associated
with the securities in a member’s
portfolio.10

a. Sensitivity-Based VaR Methodology
and Other Margin Methodologies

The VaR Charge uses a sensitivity-
based VaR methodology and is based on
the potential price volatility of unsettled
positions in a member’s portfolio. It is
designed to project the potential losses
that could occur in connection with the
liquidation of a defaulting member’s
portfolio, assuming the portfolio would
take three days to liquidate in normal
market conditions and uses three
inputs: (1) confidence level, (2) a time
horizon and (3) historical market
volatility.1* The projected liquidation
gains or losses are used to determine the
amount of the VaR Charge for each
portfolio, which is calculated to capture
the market price risk associated with
each portfolio at a 99 percent
confidence level.

Occasionally, a member’s portfolio
might contain classes of securities that
reflect market price changes that are not
consistently related to historical price
moves. The value of such securities is
often uncertain because the securities’
market volume varies widely. Because
the volume and price information for
such securities are not robust, a
historical simulation approach would
not generate VaR Charge amounts that
adequately reflect the risk profile of
such securities. For securities lacking
sufficient data to employ the sensitivity-
based VaR approach, a haircut method
is applied.12

VaR Charges (i.e., the sum of the
sensitivity-based VaR and any haircuts
applied in lieu thereof) are subject to
FICC’s Minimum Margin Amount

9 See GSD Rule Book, Margin Component
Schedule, Sections 2 and 5, supra note 3.

10[d.

11FICC uses historical simulations to estimate the
impact of market volatilities on the Member’s
portfolio. See Notice of Filing, supra note 5, 90 FR
at 42285.

12 See GSD Rule 1 (Definitions—VaR Charge)
supra note 3; See also Securities Exchange Act
Release No. 83362 (June 1, 2018), 83 FR 26514 (June
7, 2018) (SR-FICC-2018-001). Specifically, FICC
calculates the VaR Floor by multiplying the
absolute value of the sum of the portfolio’s net long
positions and net short positions, grouped by
product and remaining maturity, by a percentage
designated by FICC for such group. For U.S.
Treasury and agency securities, such percentage
shall be a fraction, no less than 10 percent, of the
historical minimum volatility of a benchmark fixed
income index for such group by product and
remaining maturity. For mortgage-backed securities,
such percentage shall be a fixed percentage that is
no less than 0.05 percent.

(“MMA”’) model,*3 which is designed to
address the risk that the VaR model may
calculate a VaR Charge that is too low
when current market conditions
significantly deviate from historical
observations.?* In addition, because the
sensitivity-based VaR methodology
relies on sensitivity data and historical
risk factor time series data generated by
an external vendor, FICC can utilize
Margin Proxy as a back-up VaR Charge
calculation in the event that FICC
experiences a data disruption with its
third-party vendor.15

b. MBS Pool/TBA Basis Risk Haircut
Charge

The QRM Methodology Document
provides the methodology by which
FICC calculates the VaR Charge, MMA,
and Margin Proxy.1¢ The QRM
Methodology Document includes
specific model inputs, parameters,
assumptions, and other information.

Under the sensitivity-based VaR
methodology, each MBS pool position is
mapped to a corresponding TBA
position.1” FICC then uses the risk
analytics for the TBA as a proxy for
estimating the MBS pool position’s risk
exposure analytics.1® To account for the
differences in returns between an MBS
pool position and the corresponding
TBA, FICC applies a basis risk
adjustment (i.e., the MBS pool/TBA
basis risk haircut charge).

For any MBS pool position that
cannot be mapped to a TBA,19 FICC

13 The MMA model calculates MMA, which is
designed to supplement the sensitivity-based VaR
methodology model and improve its responsiveness
and resilience to extreme market volatility. See GSD
Margin Component Schedule (definition of MMA),
supra note 3.

14 See Notice of Filing, supra note 5, 90 FR at
42285.

15 See id. The Margin Proxy model calculates
Margin Proxy, which is designed as an alternative
volatility calculation in the event that the requisite
vendor data used for the VaR model is unavailable
for an extended period of time. See GSD Margin
Component Schedule (definition of “Margin
Proxy”’), supra note 3; Securities Exchange Act
Release Nos. 80341 (March 30, 2017), 82 FR 16644
(April 5, 2017) (SR-FICC-2017-801); Securities
Exchange Act Release No. 83223 (May 11, 2018), 83
FR 23020 (May 17, 2018) (SR-FICC-2018-801).

16 See QRM Methodology Document. supra note
3.

17 The vast majority of agency MBS trading occurs
in a forward market, on a “to-be announced” or
“TBA” basis. In a TBA trade, the seller agrees on
a sale price, but does not specify which particular
securities will be delivered to the buyer on
settlement day. Instead, only a few basic
characteristics of the securities are agreed upon,
such as the MBS program, maturity, coupon rate,
and the face value of the bonds to be delivered.

18 See Notice of Filing, supra note 5, 90 FR at
42285.

19 The majority of fixed-rate mortgage (“FRM”’)
pools can be mapped to TBAs; however, all
adjustable-rate mortgage (“ARM”) pools and a small
portion of the FRM pools cannot be mapped to
TBAs.
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applies a haircut to the MBS pool
position (i.e., MBS haircut model).
Unlike the sensitivity-based VaR
methodology, the MBS haircut model
does not incorporate differences in
returns between an MBS pool position
and the TBA (i.e., it does not reflect the
MBS pool/TBA basis spread risk). FICC
is proposing changes to incorporate the
MBS pool/TBA basis risk haircut charge
into the MBS haircut model.

IIL. Description of the Proposed Rule
Change

FICC is proposing to amend the QRM
Methodology Document to incorporate
the MBS pool/TBA basis risk haircut
charge into the MBS haircut model,
MMA model, and Margin Proxy model.
FICC is also proposing certain technical
and clarification changes to the QRM
Methodology Document.

First, FICC is proposing to add new
language in several subsections of the
QRM Methodology Document to reflect
the addition of the MBS pool/TBA basis
risk haircut charge to the MBS haircut
model, MMA model, and Margin Proxy
model. Specifically, FICC would amend
the subsection of the QRM Methodology
Document that describes risk between
MBS pools and TBA by adding two new
paragraphs that reflect that the basis risk
charge would be included in haircut
charges calculated for (1) MBS haircut
model with respect to MBS pools that
cannot be mapped to a TBA and (2)
Margin Proxy model with respect to all
MBS pools. Additionally, FICC is
proposing to amend the subsection of
the QRM Methodology Document that
describes the program of money-ness 20
of a pool by adding a new paragraph
regarding the applicable basis haircut
charge for ARM pools. FICC is also
proposing to amend the subsection of
the QRM Methodology Document that
describes the basis risk calculation for
Margin Proxy by adding a new
paragraph to note certain similarities
and potential differences between the
basis risk charge calculation for Margin
Proxy model as compared to the other
models.

Second, FICC is proposing to make
changes to a table in the MMA section
of the QRM Methodology Document to
reflect the addition of the MBS pool/
TBA basis risk haircut charge in the
MMA calculation for MBS pool
positions.

20 The changes of spread are parameterized
according to the difference between the underlying
weighted average coupon and the current prevailing
mortgage rate. This difference is also referred to as
the “moneyness.” See Securities Exchange Act
Release No. 88266 (Feb. 24, 2020), 85 FR 11413,
11414 (Feb. 27, 2020) (SR-FICC-2020-801).

Third, FICC is proposing to make
changes to update a formula in the
Margin Proxy section of the QRM
Methodology Document to incorporate
the MBS pool/TBA basis risk haircut
charge.

Finally, FICC is proposing certain
clarifying and technical changes to the
QRM Methodology Document.
Specifically, FICC would clarify that the
application of the MBS pool/TBA basis
risk haircut charge would not be limited
to mapped MBS pool positions in the
subsection of the QRM Methodology
Document that describes market risks
associated with products cleared by
GSD. Additionally, FICC would clarify
that that the applicability of the money-
ness formula would not be limited to
mapped MBS pool positions in the
subsection of the QRM Methodology
Document that describes the program
and money-ness of a pool. FICC is also
proposing a technical change to replace
an outdated section reference in the list
of key parameters section and correct a
typographical error in the haircut
formula for unmapped MBS pools in the
haircut methodology section of the QRM
Methodology Document.

As part of the Proposed Rule Change,
FICC filed an impact study on the
effects the Proposed Rule Change would
have had on their members’ VaR
Charges and margin portfolios if it had
been in place during the period
beginning April 1, 2024 through March
31, 2025 (“Impact Study”’).21
Specifically, the Impact Study found
that that the aggregated average daily
start-of-day (“SOD”) VaR Charges would
have increased by approximately $56.31
million or 0.12%.22 The Impact Study
indicated that the VaR model
backtesting coverage would have
remained unchanged at approximately
99.72% while the number of VaR model
backtesting deficiencies would also
have remained unchanged at 115. As for
the impacts on members’ margin
portfolios, the Impact Study found that
the Proposed Rule Change would have
increased the SOD VaR Charge by
approximately $0.27 million, or 0.31%,
with the largest average percentage
increase for any member’s margin
portfolio of approximately 35.15%, or
$0.34 million. The largest average dollar
increase in SOD VaR Charges for any
member margin portfolio would have
been $8.3 million, or 0.19%.

Additionally, the Impact Study also
examined the effects the Proposed Rule

21FICC has requested confidential treatment of
Exhibit 3, the Impact Study, pursuant to 17 CFR
240.24b-2.

22 See Notice of Filing, supra note 5, 90 FR at
42286.

Change would have had on their
members’ VaR Charges and margin
portfolios if Margin Proxy were
deployed during the covered time
period.23 Specifically, the Impact Study
found that that the aggregated average
daily SOD VaR Charges would have
increased by approximately $2.13
billion or 4.94%.24 The Impact Study
indicated that the VaR model
backtesting coverage would have
increased from approximately 99.68%
to 99.71% and backtesting deficiencies
would have been reduced from 130 to
119, or approximately 8.5%. As for the
impacts on members’ margin portfolios
if Margin Proxy had been deployed, the
Impact Study found that the Proposed
Rule Change would have increased the
SOD VaR Charge by approximately
$10.32 million, or 4.04%, with the
largest average percentage increase for
any member’s margin portfolio of
approximately 110.5%, or $175.30
million. The largest average dollar
increase in SOD VaR Charge for any
member margin portfolio would have
been $187.17 million, or 14.97%.

IV. Discussion and Commission
Findings

Section 19(b)(2)(C) of the Act 25
directs the Commission to approve a
proposed rule change of a self-
regulatory organization if it finds that
such proposed rule change is consistent
with the requirements of the Exchange
Act and the rules and regulations
thereunder applicable to such
organization. After carefully considering
the Proposed Rule Change, the
Commission finds that the Proposed
Rule Change is consistent with the
requirements of the Exchange Act and
the rules and regulations thereunder
applicable to FICC. In particular, the
Commission finds that the Proposed
Rule Change is consistent with Section
17A(b)(3)(F) of the Act,26 and Rules
17Ad-22(e)(4)(i) and (e)(6)(ii) 27
thereunder, as described in detail
below.

A. Section 17A(b)(3)(F) of the Act

Section 17A(b)(3)(F) of the Act,
requires the rules of a clearing agency to
be designed to, among other things,
assure the safeguarding of securities and
funds which are in the custody or
control of the clearing agency or for

23 Margin Proxy was not actually deployed during
the time period of the Impact Study. See id.

24 See id.

2515 U.S.C. 78s(b)(2)(C).

2615 U.S.C. 78q-1(b)(3)(F).

2717 CFR 240.17ad-22(e)(4)(i); 17 CFR 240.17ad—
22(e)(6)(1).
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which it is responsible.28 The Proposed
Rule Change is consistent with Section
17A(b)(3)(F) of the Act for the reasons
discussed below.

As described above in Section III,
FICC proposes to amend the QRM
Methodology Document to incorporate
the MBS pool/TBA basis risk haircut
charge into the MBS haircut model,
MMA model, and Margin Proxy model,
along with other clarifying and
technical changes. As discussed above
in more detail in Section III.B, by
incorporating the MBS pool/TBA basis
risk haircut charge into these models,
the Proposed Rule Change should help
ensure that FICC collects sufficient
margin to manage member-level credit
risk exposure and backtesting
performance associated with MBS pool/
TBA basis spread risk from MBS pool
positions in member portfolios. By
helping FICC to collect sufficient
margin, the Proposed Rule Change
should better ensure that, in the event
of a member default, FICC’s operation of
its critical clearance and settlement
services would not be disrupted because
of insufficient financial resources.
Accordingly, the Proposed Rule Change
should help FICC to continue providing
prompt and accurate clearance and
settlement of securities transactions,
consistent with Section 17A(b)(3)(F) of
the Act.29

Moreover, as described above in
Section II, FICC would access the
mutualized Clearing Fund should a
defaulted member’s own margin be
insufficient to satisfy losses to FICC
caused by the liquidation of that
member’s portfolio. Because FICC’s
proposal to incorporate the MBS pool/
TBA basis risk haircut charge into the
MBS haircut model, MMA model, and
Margin Proxy model should help ensure
that FICC has collected sufficient
margin from members, the Proposed
Rule Change should also help minimize
the likelihood that FICC would have to
access the Clearing Fund, thereby
limiting non-defaulting members’
exposure to mutualized losses. By
helping to limit the exposure of FICC’s
non-defaulting members to mutualized
losses, the Proposed Rule Change
should help FICC assure the
safeguarding of securities and funds
which are in its custody or control,
consistent with Section 17A(b)(3)(F) of
the Act.30

For these reasons, the Proposed Rule
Change is designed to promote the
prompt and accurate clearance and
settlement of securities transactions and

2815 U.S.C. 78q-1(b)(3)(F).
2915 U.S.C. 78q-1(b)(3)(
3015 U.S.C. 78q-1(b)(3)(F).

3

assure the safeguarding of securities and
funds which are in the custody or
control of the clearing agency or for
which it is responsible, consistent with
Section 17A(b)(3)(F) of the Act.31

B. Rule 17Ad-22(e)(4)(i)

Rule 17ad—22(e)(4)(i) under the Act
requires that a covered clearing agency,
like FICG, establish, implement,
maintain, and enforce written policies
and procedures reasonably designed to
effectively identify, measure, monitor,
and manage its credit exposures to
participants and those arising from its
payment, clearing, and settlement
processes by maintaining sufficient
financial resources to cover its credit
exposure to each participant fully with
a high degree of confidence.32 The
Proposed Rule Change is consistent
with Rule 17Ad—22(e)(4)(i) under the
Act for the reasons stated below.

FICC’s proposal to incorporate the
MBS pool/TBA basis risk haircut charge
into the MBS haircut model, MMA
model, and Margin Proxy model should
enable FICC to better manage its credit
exposures to members by maintaining
sufficient resources to cover their credit
exposures more fully with a high degree
of confidence. The Commission has
reviewed and analyzed the materials
filed by FICC, including FICC’s Impact
Study and backtesting results,33 which
show the effects of incorporating the
MBS pool/TBA basis risk haircut charge
into the MBS haircut model, MMA
model, and Margin Proxy model during
the time period of the Impact Study.
Specifcially, the Impact Study shows
that this charge would have increased
the aggregated average SOD VaR
Charges and increased member margin
portfolio levels, on average, during the
coverage period. Additionally, if Margin
Proxy would have been deployed during
this coverage period, the Impact Study
shows this charge would have also
increased aggregated average daily SOD
VaR Charges and increased member
margin portfolio levels, on average. The
Impact Study also shows that VaR
model backtesting coverage would have
increased and VaR model backtesting
deficiencies would have been reduced
during the covered period if Margin
Proxy had been deployed. By
incorporating the MBS pool/TBA basis
risk haircut charge into the MBS haircut
model, MMA model, and Margin Proxy
model, FICC should be able to more
effectively identify, measure, monitor,
and manage the risk posed to GSD
members’ VaR Charges and margin

3115 U.S.C. 78q-1(b)(3)(F).
3217 CFR 240.17ad—22(e)(4)(i).
33 See supra note 21.

portfolios due to exposure to MBS pool
positions. Accordingly, for the reasons
discussed above, the Proposed Rule
Change is reasonably designed to better
enable FICC to effectively identify,
measure, monitor, and manage its credit
exposure to members, and those arising
from its payment, clearing, and
settlement processes, including by
maintaining sufficient financial
resources to cover its credit exposure to
each member fully with a high degree of
confidence consistent with Rule 17Ad-
22(e)(4)(1).34

C. Rule 17ad-22(e)(6)(i)

Rule 17ad-22(e)(6)(i) under the Act
requires that a covered clearing agency
that provides central counterparty
services, such as FICC, 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, at a minimum, considers, and
produces margin levels commensurate
with, the risks and particular attributes
of each relevant product, portfolio, and
market.3% The Proposed Rule Change is
consistent with Rule 17Ad—22(e)(6)(i)
under the Act for the reason stated
below.

FICC’s proposal to incorporate the
MBS pool/TBA basis risk haircut charge
into the MBS haircut model, MMA
model, and Margin Proxy model should
enable FICC to more effectively address
the risks posed by the risk exposure to
certain MBS pool positions in members’
portfolios. As discussed above in
Section II, FICC applies a haircut to any
MBS pool position that cannot be
mapped to a TBA. However, unlike the
sensitivity-based VaR methodology, the
MBS haircut model currently does not
incorporate differences in returns
between an MBS pool position and the
TBA. The Impact Study reviewed and
analyzed by the Commission shows the
effects of incorporating the MBS pool/
TBA basis risk haircut charge into the
MBS haircut model, MMA model, and
Margin Proxy model during the time
period of the Impact Study.36

Specifcially, the Impact Study shows
that this charge would have increased
the aggregated average SOD VaR
Charges and increased member margin
portfolio levels, on average, during the
coverage period. Additionally, if Margin
Proxy would have been deployed during
this coverage period, the Impact Study
shows this charge would have also
increased aggregated average daily SOD

3417 CFR 240.17Ad-22(e)(4)(i).
3517 CFR 240.17ad-22(e)(6)(i).
36 See supra note 21.
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VaR Charges and increased member
margin portfolio levels, on average. The
Impact Study also shows that VaR
model backtesting coverage would have
increased and VaR model backtesting
deficiencies would have been reduced
during the covered period if Margin
Proxy had been deployed.

Incorporating the MBS pool/TBA
basis risk haircut charge into the MBS
haircut model, MMA model, and Margin
Proxy model should help FICC better
cover its credit exposures to its
participants and produce margin levels
commensurate with, the risks and
particular attributes of each MBS pool
position. As a result, implementing the
Proposed Rule Change should better
enable FICC to collect margin amounts
at levels commensurate with FICC’s
credit exposures to its members.

Accordingly, the Proposed Rule
Change is consistent with Rule 17Ad-
22(e)(6)(i) under the Act because it is
designed to assist FICC in maintaining
a risk-based margin system that
considers, and produces margin levels
commensurate with, the risks of credit
exposures to certain MBS pool positions
in members’ portfolios.3”

V. Conclusion

On the basis of the foregoing, the
Commission finds that the Proposed
Rule Change is consistent with the
requirements of the Act and in
particular with the requirements of
Section 17A of the Act 38 and the rules
and regulations promulgated
thereunder.

It is therefore ordered, pursuant to
Section 19(b)(2) of the Act 39 that
proposed rule change SR-FICC-2025—
018, be, and hereby is, Approved.4©

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

Sherry R. Haywood,

Assistant Secretary.

[FR Doc. 2025-19176 Filed 9-30-25; 8:45 am]
BILLING CODE 8011-01-P

3717 CFR 240.17Ad-22(e)(6)(i).

3815 U.S.C. 78q-1.

3915 U.S.C. 78s(b)(2).

401n approving the Proposed Rule Changes, the
Commission considered its impact on efficiency,
competition, and capital formation. 15 U.S.C. 78c¢(f).

4117 CFR 200.30-3(a)(12).
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COMMISSION

[Release No. 34-104128; File No. SR—Phix—
2025-55]

Self-Regulatory Organizations; Nasdaq
PHLX LLC; Notice of Filing and
Immediate Effectiveness of Proposed
Rule Change To Amend Options 7,
Section 4

September 29, 2025.

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
September 26, 2025, Nasdaq PHLX LLC
(“Phlx” or “Exchange”) filed with the
Securities and Exchange Commission
(“SEC” or “Commission”) the proposed
rule change as described in Items I, II,
and III, below, which Items have been
prepared by the Exchange. The
Commission is publishing this notice to
solicit comments on the proposed rule
change from interested persons.

I. Self-Regulatory Organization’s
Statement of the Terms of Substance of
the Proposed Rule Change

The Exchange proposes to amend
Phlx’s Pricing Schedule at Options 7,
Section 4. Specifically, Phlx proposes to
amend the Floor Transaction (Open
Outcry) Floor Broker Incentive Program.

While the changes proposed herein
are effective upon filing, the Exchange
has designated the amendments become
operative on October 1, 2025.

The text of the proposed rule change
is available on the Exchange’s website at
https://listingcenter.nasdaq.com/
rulebook/phlx/rulefilings, and at the
principal office of the Exchange.

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

In its filing with the Commission, the
Exchange 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
Exchange has prepared summaries, set
forth in sections A, B, and C below, of
the most significant aspects of such
statements.

115 U.S.C. 78s(b)(1).
217 CFR 240.19b—4.

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

1. Purpose

Phlx proposes to amend Phlx’s
Pricing Schedule at Options 7, Section
4, Multiply Listed Options Fees
(Includes options overlying equities,
ETFs, ETNs and indexes which are
Multiply Listed) (Excludes SPY and
broad-based index options symbols
listed within Options 7, Section 5.A).
Specifically, Phlx proposes to amend
the Floor Transaction (Open Outcry)
Floor Broker Incentive Program.

The Exchange proposes to amend its
Floor Transaction (Open Outcry) Floor
Broker Incentive Program at Options 7,
Section 4. This incentive program for
Floor Brokers 3 is designed to attract
order flow to Phlx’s trading floor for
execution in open outcry. Currently, the
Exchange pays Floor Broker certain
rebates for transaction they execute on
Phlx’s trading floor in open outcry.
Today, the following floor transactions
are excluded from the rebates offered
within the Floor Transaction (Open
Outcry) Floor Broker Incentive Program:
(1) dividend, merger, short stock
interest, reversal and conversion, jelly
roll, and box spread strategy executions
as defined in this Options 7, Section 4;
(2) Firm Floor Options Transactions for
members executing facilitation orders
pursuant to Options 8, Section 30 when
such members are trading in their own
proprietary account (including Cabinet
Options Transaction Charges); and (3)
Customer-to-Customer transactions.

Today, rebates are paid on qualifying
volume at each threshold level based on
a four-tier rebate schedule. Floor QCC
Orders, as defined in Options 8, Section
30(e),* and electronic QCC Orders, as
defined in Options 3, Section 12, are
considered qualifying volume but are
not paid rebates based on the rebate
schedule, rather Floor QCC Orders and
electronic QCC Orders are paid the QCC
Rebates noted in Options 7, Section 4.
The Exchange pays rebates based on the
below schedule.

3The term ‘“Floor Broker” means an individual
who is registered with the Exchange for the
purpose, while on the Options Floor, of accepting
and handling options orders. See Phlx Options 7,
Section 1(c).

4Today, Floor QCC Orders are not transacted in
open outcry.
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