SEC Rule 10c-1a: Reporting of Securities Loans

Data Elements to Report

A “covered person” shall report the following information for each
covered securities loan by the end of day on which it is agreed to:

Regulation Overview

SEC Rule 10c-1a requires that any “covered person” who agrees to a
“covered securities loan” on behalf of itself or another person shall:
(1) Report to a registered national securities association (i.e., FINRA) the
material terms of those securities lending transactions, or
(2) Delegate its reporting obligation to a reporting agent. 1

The terms to be provided to FINRA, which the would be made public:

Legal name of the security issuer, and the LEI of the issuer, if the
issuer has an active LEI;

SEC’s intent of these reporting requirements is to serve the dual purpose

of increasing transparency and efficiency in the securities lending market 2 Ticker symbol, ISIN, CUSIP, or FIGI, or other security identifier
to improve price discovery, and aid regulators’ oversight by providing 3 Time and date the loan was agreed to by the parties
enhanced and comprehensive data to the SEC and FINRA. - -

4 Name of the platform or venue, if one is used

Differences Between SEC 10c-1a and ESMA/FCA SFTR 5 Amount, such as size or volume or both, of securities loaned
SEC Ry!e 10_c—1a i.S effectively‘the us. ver§ion of ESMA & FCA's 6 Rates, fees, charges and rebates for the loan, as applicable
Securities Financing Transactions Regulation (SFTR). Though there -
are several differences between the regulations to note: 7 Type of collateral provided for the loan and the percentage of
collateral to value of loaned securities
SEC 10c-1a @ SFTR 8 Termination date of the loan, if applicable
9 Borrower type, e.g. broker, dealer, customer, clearing agency, bank,

One-Sided Reporting
Generally only lender, or
intermediary on behalf of
lender is required report

Two-Sided Reporting
Both borrower and lender
are required to report

custodian, or other person.

Loan terms to be provided to FINRA but would not be made public:

10 The legal names as well as CRD or IARD number, MPID, and LEI of the

Fewer Fields to Report
Only 12 reporting fields in

Additional Fields to Report
Up to 155 fields to report

parties to the loan, as applicable

. —_—— _. . _ . .
current framework depending on product 11 When the_lender is a broker-dealer, whethc'erlthe security loaned to its
customer is loaned from the broker-dealer’s inventory
Same Day Reporting Next Day Reportin i i i
y Rep g 12 Whether the loan will be used to close out a fail to deliver pursuant to

To be reported by end of
the day the loan has been
agreed to or modified

Repos Not Included
Repo transactions are out
of scope

Reporting deadline of trade
date + 1 (T+1)

Repos Included
Repo transactions are
in-scope

or outside of Rule 204 of Regulation SHO

In addition, if a covered securities loan is modified the “covered person”
shall report by the end of day of the date it was modified:

@ The time and date of the modification
@ The data element being modified and updated value
€ FINRA assigned unique identifier to the original loan




SEC Rule 10c-1a: Reporting of Securities Loans

In-Scope Reportable Securities and Reporting Persons Reporting Agent Requirements

A “covered securities loan” is a transaction in which any person, on
behalf of itself or one or more other persons, lends a reportable
security to another person. There are 2 exclusions to this definition:
@ Positions at a registered clearing agency that result from CCP
services or central depository services;

@ The use of margin securities by a broker or dealer unless such
broker or dealer lends such securities to another person.

“Covered persons” are required to report the material terms of the
securities lending transaction to FINRA. “Covered person” means:

@ Any person that agrees to a covered securities loan on behalf of a
lender (“intermediary”) other than a clearing agency when providing
only the functions of a CCP or a central securities depository,

@ Any person that agrees to a covered securities loan as a lender
when an intermediary is not used, or

© The broker or dealer when borrowing fully paid or excess margin
securities.

Timelines That Reported Information is Made Public

YA

Material terms of
the trade are
reported by the
“covered person”
or reporting agent

FINRA to assign a
unique identifier
and make public the
trade terms (except
for amount of
securities loaned)

FINRA to make
public the
amount of

securities loaned

End of day trade
is agreed to

20 business
days later

Morning of next
business day

A “covered person” can delegate its reporting obligation to a reporting agent by

entering into a written agreement with them. This reporting agent shall:

0 Provide the material terms of the transactions of the “covered person” in the
format, manner, and time periods required by FINRA’s rules,

0 Establish, maintain, and enforce written policies and procedures that are
reasonably designed to comply with SEC 10c-1a rules

0 Enterinto a written agreement with FINRA that permits the reporting agent
to report on behalf of the covered person

0 Provide FINRA with a list naming each covered person on whose behalf the
reporting agent is acting as a delegated reporter, and if there are updates to
this list it shall be provided to FINRA before end of day of the list change

0 Store for at least 3 years (first 2 in an easily accessible place) the rule 10c-1a
information obtained from the covered person and any written agreements.

SEC 10c-1a Regulation Timelines

“Covered persons” will be required to report the information required by the
rule 26 months after the rule is published in the Federal Register.

SEC Final Rules
Published

FINRA Rules

Reporting Date

FINRA Deadline

SEC Published

FINRA to publish

Covered persons

FINRA to make

final version of implementation to sta.rt. reporting .specn‘|ed.
Rule 10c-1a rules securities loans |nfor.mat|on.
to FINRA publicly available
O— O X O—>
October 13, Expected Expected Within 90 days of
2023 April 2024 December 2025 reporting date



SEC Rule 10c-1a

Botsford €5

For additional information about this Regulatory brief or Botsford Associates Financial Services Regulatory

Practice, and how we can help you, please contact:

Jon Block

Managing Partner

Financial Services

NYC: 917.647.3434 / TOR: 416.915.0438
jblock@botsford.com

Andrew Moreira

Managing Director - Consulting
Financial Services

NYC: 917.722.0939 / TOR: 647.361.4404
amoreira@botsford.com

Gordon Wong

Managing Director - Advisory

Financial Services

NYC: 917.722.1200 ext 319 / TOR: 437.253.4933
gwong@botsford.com



mailto:jblock@botsford.com
mailto:amoreira@botsford.com
mailto:gwong@botsford.com

