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RE: lion 3033-4903

Dear Secretary 5tawick;

I am writing to express my concern about a potential loopholo ill one of thc proposed models ofgovernance for derivative clearinghouses uT)der the Dodd-Prank%all Street Reforrr( and

cia
Consumer Protection Aot. 'W'hoe the rule is intended to address potential confll ts f '

t t.'c o 15 eresaringbouse ownership, instead it provides a backdoor for dealer banks to contiJ)uo thei)
o orivat(ves activity

domir)ar)ce of the deri vatlvcs market. As you kaow, more thar) 95 parcel) I of 1o
'

is controlled by tile top 6ve dealer banks, Many clearegbouses are already contre]1ed by banks,ar(d under tl) e proposed rules as they stand they can coTTtinUe their donmlance of thc derivativesnrarket,

The speci5c rule of concern is the proposed mode] of'governance that would a]low aclearinghouse to limit the owr(ership interest of any participant to no n&ore than 5 percer(t of thetotal, with no linritation on aggregate ownership by banks, Under this provision, a croup ofbankscould attain voting majority of a olear10ghouse and create obstacles to glcreased ciearQlg ofderivatives. Ibis is contrary to the goal of thc Dodd-Frank rsf'Orm Of creatirrg more trausparerreya()d competition in the derivatives market,

The alternative is a liTT(itation of20 percent of votlllg interest by any single institutror) and 40percent of voting interest owned ot)electively by atl institutions. This would be a much D)oreei'fectlve Way to Prev&rlt itnProPer owr)ershp of ciearinebouscs.

Also ofconcctn are the rules governing ownership ofderivative excheges and swaps. Farexchanges and swaps, the proposed rule is even weaker, allowing a oroup of dealer barQrs toattain outright ovwarship of a swap or exchange facility. 9'ithont extending the 20/40 r'ide to
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cover exchange and. swap facllitics along with clearingbouses, there chili he a backdoor kn- dealer
bavtcs to continue their dominance of the derivatives market,

Please e'Jirninate the 5 percent al(eraative and extend the 20/40 rule so that it applies to exchatlgc
and swap facilities in addition to cleaDrtghouses. %'ithont these changes to the rules of
governaiice of clcarivghonsia, exchanges, and swaps, dealer banks will cozttlIlue their control of
the dcrivatjves market. This wi ll result, in less transparegcy, competition. and stability in the
derivatives market.
Sinccrcly,

Slncere1Y,

ROSKRT L RICE,, JR.
State Reyxessrltativc
2" Worcester Distpct


