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In your letter dated July 3, 2007, on behalf of SunGard Institutional Brokerage
Inc. (*SIBI"), you request no-action relief from the staff of the Division of Market
Regulation (*Staff”) to permit Dealer Participants (as that term is defined in your letter)
that use the SunGard Transaction Network (“STN”) to provide an electronic trade
confirmation service to users of STN (“System Users”). Specifically, you seek assurance
that the Staff would not recommend enforcement action to the Commission against
Dealer Participants (including SIBI, as applicable) that provide confirmations through
STN to System Users that are customers for purposes of Rule 10b-10 under the Securities
Exchange Act of 1934 to satisfy their obligations under Rule 10b-10."

Dear Mr. Ward:

lesponse:

On the basis of the facts and representations contained in your letter, the Staff will
not recommend enforcement action to the Commission under Rule 10b-10 against Dealer
Participants (including SIBI, as applicable) that deliver confirmations through STN to
System Users that are customers for purposes of Rule 10b-10? to satisfy their obligations
under Rule 10b-10 for both on-network and off-network transactions. In granting this
relief, we note in particular that each electronic trade confirmation will include all of the
information required by Rule 10b-10 for securities transactions. We also note that all
System Users are institutions. Finally, we note that use of STN for off-network

! You seek relief both for transactions between Dealer Participants and System Users that are facilitated
through STN (“on-network™) and for transactions between Dealer Participants and System Users that take
place without the use of STN (“off-network™). In the case of off-network transactions, the confirmation
would be based on transaction information that is input into STN by Dealer Participants,

2 1he limitation of this relief to System Users that are customers for purposes of Rule 10b-10 is consistent
with the relief granted in the Letter re: TradeWeb LLC (July 22, 2003), which applies only to Users of the
TradeWeb System (as both those terms are defined in the letter) that are also customers for purposes of
Rule 10b-10.
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transactions will only be available to System Users that also use STN for on-network
transactions.

Any different facts or representations may require a different conclusion. This is
a staff position regarding enforcement action under Rule 10b-10 only, and does not '
express any legal conclusions regarding the applicability of Rule 10b-10 or any other
federal or state laws or the applicability of self-regulatory organization rules.

Matthew A. Daigler
Special Counsel
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Tuly 3, 2007

Catherine McGuire, Esq.

Chief Counse]

Division.of Market Regulation
Sectirities and Excharige Commission
100 F St., NE

‘Washington, D.C. 20549

SunGard Institutional:Brokerage Inc.
CRD No. 8509

Request for “no-action” relief: Electronic Trade Confirmation Service to be offered by
SunGard Transaction Network

Dear Ms. McGuire:

‘SunGard Institutional Brokerage Inc. ('SIBI"”), doing business-as SunGard Transaction Network

(“STN"), -proposes. to. perimit broker—dealers that use STN (“Dealcr Part:mpants”) to provide

«electionic trade confirmations to usérs of STN ("System Users™).! SIBI is. writing: to seck
asgurances that the Staff of the Division of' Market Regulatioil will 1t rccommend any
enforcement action to the Securities and, Exchange Comrnission (“Cémirission™) under Rule
10b-10 under the Securities Exchange Act of 1934 (“Rule") against Dealer Partlmpants
(including SIBI, as applicable) that provide confirmations:through STN to System Users that are

Customers for purposes of the Rule to satisfy-their-obligations under the Rule.

L DESCRIPTION OF THE SUNGARD TRANSACTION NETWORK SYSTEM

STN is a trade automation system. that connects. Systém ‘Usets, including investment advisers,
issuers, broker-dealers and cuslodial banks. STN provides a variety of pie-afid post-trade

Services including: automation of transmissions of “indications. of interest”, execution routing,

affirmation of confirmed trades and allocation of+trades to customer subaccounts maintained by

AllSTN. System Users are instititions. ‘Currently,"STN System Users include over 1;200 investment
advisers, over 300 broker-dealers; and over 1,000 ‘bariks.

SunGard Transaction Network - SunGard Institational Bl‘ckerage Inic, - 377 East Butterfield Road . Suue 800 . Lombard L 60148
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Dealer Participants, settlement notifications, and a messaging or *mailbox” system. Brokerage
services offered as part of STN are provided by SIBI, a broker-dealer registered with the
Commission that provides brokerage and other securities services to institutional customefs.
SIBI does not act as dealer, nor do ils registered represeniatives make investment
recommendations. SIBI is an indirect. wholly-owned subsidiary-of SunGard Data Systems Inc.
{n dddition 1o the businesses described above, STN proposes t6 petinit Déaler Parficipants to
provide confifmations to Systém Users.

I,  PROPOSED ELECTRONIC CONFIRMATION TRANSMISSION SERVICE
Currently, Dealer Participants satisfy Rule 10b-10 réquirements via methads outside of STN, and
coiisequently may require multiple sysiems in order to do so. SIBIbélieves.that the provision of

confirinations through independent systems ‘'may increase the. risk of duplicate tfades, the risk of
incorrect or inconsistént ttade-entry, and operational costs.

2.1 __Confirmations will be provided to all identified parties

Under the STN system,; a trade record contammg the -principal Tecord ‘of the transaction is
cumntly generated -and provided to-all parties identified to the sy3tem:as “identified parties” io
ihe trade.  Ideiitified parties receiving trade records: may include ‘broker-dealers, -investment
mnagers, underlymg client(s), and custodians. Likewise, the: proposed confirmations will be
provided:to all identified parties. Once 2 person is named -as an identified party by a transdction
participant; that:person will receive, a trade record and corifirmationsin the manner defermined by
the fransaction. participant, Ifthe identified party.isia. System User, ;a:message can be provided.to
that System. User thioiigh STN. If the identified party is not & Systéii. User, another means of
pmvtdmg the canfinmation cah be entered into-the system. For example, ifa: persou other-than a
System User is named as an identifiéd party, and an «electronic mail ‘addréss is provided, then
'STN'will send the trade record and confifmation via clecfronic mail: The trade records arg, -and
‘the:confirmations will be, transferred via standard indiistry protocols:

2.2 Confirmations may be provided in Téspest of “on-network® and *off-network’
tiansactions

To -dlleviate: the need for multiple' tidnsrhission systems, and to betfer ‘séive its clients, STN
proposes to -offer a confirmation genetation dystem to Dedler Participands. “The canfirmiation
transmission service will be available both for: transactions-that are. facilitafed through STN and
fof transdctions. that take place without fhe use of STN: The -use.of’ 'STN -for off-network
trarisactioifs:is limitéd to those System Users that.also use STN for:dri-nétwark transactions.

Far transactions ‘that aré facilitated through STN; the, transaction infotmiatioti contained in the
confirmation would be based on the tefms of the transaction that have been agreed to between
the System User and the Dealer Participant.

Wlicte the transaction {akes place without the tise: ‘of STN, the: confirmation would b based on
fransaction information.that is input into STN by the:Dealer Participant: In.eithercase; STN will
allow Deiler Participants (a) to notify via ¢lecironic il Systerh Users- that a confirmation has

SunGare Transaction Network - SunGard Institutional Brokerage iac. -. 377 East Bunterfisld Road ~Suite 8§00 - Lombard, IL'60148
Member NASD/SIPC
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been prepared and rhay be viewed through STN, (b) to provide the confirmation through STN to
the System User's STN “mailbox”, or {c) to send the confirmation thiough STN to the System
User (and to any identified party) by electronic mail or fax. As noted below, all System Users
will be required to consent in writing to the Dealer Participant's provision of confirmations
electronically through the faClllllBS of STN.

L. SPECIFIC SCOPE OF RELIEFSQUGHT

3:1

Confirmations to be provided to:customers that-are S-. stein Users

Rule- 10b:10 requires that a. confirmation be given or sent to each cusfomer at or before
coriplétion of 4 seciifities trarisaction. The Commission has.noted that in the case of'a customer
acceout managed by a fiduciary of the custorer, the person to whoni a confirmation. must be
given or sent is the customer, rather than, the fiduciary, except, in. limited circuriistances:? SIBI
seeks assurances that,the Staff, of the Division of Market Regulation will not recomiriend ary
€fiforcement action under the Rule: against Dealer Participants (including SIBL, as' apphcable)
that prowde conﬁn'natlons thidugh STN to System Users that are customers for purposes of the
Ruile 16 satisfy their obilgatxons ufider the Rule.> Where the customer to whom: & confirmation
miust be given ofiSent.is: other than.a Systeni User, Dealer-Participants will continue to have a
responsxblhly to giveior send.confirmations to the.customier, a§ those teriiis dre used. for. purposes
of the Ruyle.!

3.2 Confirmations fortransactions settling outside the-facilities of DTC only

At. this time, STN seeks to offer the proposed confirmation transmission §ervice.in respect.of
securities transactions sett]mg outside the. facilities of the Dcposnory Triist: Corporatlon and/or its
affiliate cleanng agencies: In the. future; STN may'seekto offer the confirmation trafismission
service (a) in respect of “depository eligible” transactions, or:(b) through an affiliate of SunGaid
Data Systems other than® SIBI. ‘SIBI will consult with the Commission and take all required steps
pnor tofany suchi ifodificatioii:to the confirmation transmission service:

= See, for ‘example, “Pmposed Amendments to Rule 10b-10° and Proposed Rulemakmg",, Exchange Acli
Release No.:33743 (M'ar 09,, 1994) at footnote 3; see also “Conﬁrmat:on of Trnnsncnons -Excharige Act
Release No: 34962, (Nov 10, 1994} at text accompanying foumote 35 .S'ee also Lcm:rrc Pubhc Séeurities
Association’ {Sep.;29, 1995)

-

The Commxssmn has, -in previous guxdancc perrmlted hmkcr—dcalaxs to; provrde nonce to institutjohadl
customers that a confirmation has been: rnnde available for access by t thc bmker~dea]er and riy be vigwed
by thc customer over an: e!ectromc system in wh:ch the broker—dealcr and the customer “Wwere both
pamcnpnnts Sce, 2; g Tettérre: TradeWeb LLC (available Ju]y 22, 2003) (“deeweb")

‘We note, liowever;. that STN or ‘other service providers may be oné miethod used to gatisfy the delivery
Tequirement. For example, ‘provided that the guidancé set forti by the: Comlmssnon for’ electromc dehvery
of ‘corifirmations is; followed; a Dealer Participarit may use tlie- eleétrnic ;mail feature 6f'STN 1o seénd a
conﬁrmatmn via electronic” mznl See “Use.of, Electronic Media by Btokeér:Deéalers, Trinsfér Agents and
Investmeiit Advisérs for Delivery of Infoimation”, Scourities Att Rélease 7288 (May 9, '1996);. seealso
“Use of Electronic Media”, EXchaiige Act Rélease42728 (April 28,.2000).

'SunGard Transactlion Network -,SunGardJnsUmtronal.Brokerage Inc. -+377 East Butterlield Road. - :Suite BO0G +.Lombard, 1L 40128
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% "IRFORMATION REGARDING THE PROPOSED CONFIRMATIONS AND THE
PROPOSED CONFIRMATION SERVICE

Each Confirmation would inchide all of the information required by the Rule for the transaction.
such information would he provided to STN by the Dealer Participant. In many cases;.much of
‘the required information is already inputted or transmitted to STN in the ordinary course of each
transaction. STN will, however: (a) accept and incorporate certain “static™ terms and éonditions
(i.c., those terms .and conditions telating specifically to the Dealer Participant that would. not
change on 2 transaction-by-transaction basis), including modifications to-thosg “static” data, and.
(b) accept information required by the Ruie on a.trade-by-trade basis through manual input or an
electronic feed from. the ‘Dealer Participant. Moreaver, STN will permit Dedler: Participants to
intlude additional disclosire .as they deem necessary, including " disclosure. not specifically
raquired by Rule 10b-10.

STN proposes to offer Dealer Parficipants the' ability to. have .confirmations generaied and
provided to System Users through the STN in a manner that would satisfy the fequirements of
Rule 10b-10. In addition.to the information required pursiant to the Rule, and noted above, the
propgsed confirmaticfi transmissioh Service will be.conducted m_acqord_anc_e with the following
guidelines:

. Confirmations:will reflect any allocatih among subaccounts that:has been made
by the System User'and accepied by the Dealer-Participarit.

. All information that would. normally appear on the back of a.paper:confirmation,
including. any additional disclosures that: the. Dealet Pammpant may: ‘wish ‘1o
prowde that are. not rcqmred by Rule’ IOb 10 will be provnded w:th each

conf rmatlons will be prov;ded il 4 smgle cont:guous form.,

. STN does 6t answer questions or become mvolved in paost-transaction
discussiofis; between transaction parties, Consequently; confirmations will
indicate that’ System Users should. contact the Dealer Participant with -which it
effected:aitransaction with any questions.

. For orders placed through STN, STN will display the -transaction status as.
“confirmed” -on trade blotters available to STN System Users and to Dealer
Pammpants

. STN System Users will have the ablhty to view, download; and, print.
confirmations, and-will'be able to establish default procedures pursuant to which
confirmiations aie downloaded andfor printed automancally Canfirmations: will.
be stored electromcally by SIBI and available to Dealer Parti¢ipants for not less
than the period required by SEC Ruiles 17a-3 and 17a-4.

2 Deéaler Partu:lpants must elect to pamclpate in. the proposed electronic frade
-confirmation trnsmission service in order to teceive systern authofization to
provide confirmations through STN.

SunGard Transacion Natwark SunGard institutional Brokefage Inc... 377 East Butterfield Road .+ Suite.800 . Lombard, it: 60148
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. STN System Users will be required to consent in writing (which writing may be -
electronic) to the Dealer Parficipant’s prov:szon of confirmations electronically
through STN.

V.  ANALYSIS OF PROPOSED CONFIRMATION TRANSMISSION SERVICE

‘SIB] believes that the present request 10, provide confirfations on behalf of Dealer Pammpants
through the STN system is similar to past no-action relief provided by theé. Commission.’ SIBI
further: believes that the relief presently: requssted loes not present any novel issué to the
“Commission i respect of the preparauon and provision. of confirmations on behalf of broker-
dealers by electronic data processing netiwotks utilized by such broker-dealers.

The -proposed confirmation system presents 'significant advantages to Déaler. Participants and
«aystem Users of STN. Dealer Participants and System’ Users will have ready dccess to
confirmation and confirnation inforation at«the time of, the fransagtion, and Dealer Participants
will be able fo provide that confirmation th:ough STN instantaneously: STN System Users will
be. able to view the confirmation via the ‘STN System, print Rard copies, -and download and
eléctronically store copies of all confimmafions.. '

SN cuiresitly maintains detailed electrohic records of data entry and fransaction inforination,
whach records pmv;de a contmuous audxt trall foraSTN system b“ades In addmon SL‘BI w111
'apphcable to. regtstered broker-dealers Such r{acords would be.dccessible by System Users, and
#ll.regords telating to ‘the electronic confitmation system will be-available for inspection by the
Gomrnissiah.

SunGard STN has in place and will:continig to iifiplément-ddequate safeguards to minimize the
risk: thiat any STN system failure will interfere-with the: prompt: provision, of coiifirtations. In
particiilar, the STN electronic confirmation system will have sufficient capacity to handle. the
volume of confirmations reasonably anttcxpated to be. generated and provided to STN system’
trades and non-STN system tradmg clients: ‘The STN . -§ystem is tested regularly to ensure
adequate capacity and response times, and to/mitigate the’ Tisk of: any STN:system failures: STN
aIso has back-up facilities and disaster recovery protecols to enstire continiity of service if its
pnmary facilities becomé inoperable. Moreover, STN's standard secunty procedures pérmit oy
authorized Dealer Participants or System Usérs. (or their authorized service providers) and, where
appropriate, certain authorized STN personiiel o -access the STN system. These: procedures are
reasonably designed to maintain the. proper functlonmg of the STN system (e.g:, by protecting
thé STN system's operational mtegnty from. computer viruses ot other simnilar tfireats) and. the
integfity of dala submitted to, and mdintained on, the STN system.

Using STN to prepare and provide confifiatioiis will substantially improve ihe efficiency and
reliability of confirmation generation and provision for broker-dealers using STN, by elminating
the requirement for multiple resources outside of STN by Dealer Participants: STN’s system will
also. provide a standardized format for the confirftiation of irdnsactions between Dealer

3 See, e:ir., Tradewveb, sipia.
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duplication, and the ability to use standardized communications, will reduce. trade reporting
errors, reduce operational risk, and would increase the speed ‘through which the settlement of
trades can be processed. Moreover, these benefits would be achieved with minimal incremental
rcosts to those Dealer Participants and System Users: that have already established the necessary
linkages to the STN system.

V1. CONCLUSION

SIBI respectfully seeks asstrances that the.Staff of the Division of Market:Reguilation will not
recommend enforcement action to ‘the Cominission under the Rule agamst Dealer Participants
T(Includmg SIBI, as applicable) that provide confirimations thtéugh STN in accordance with the
manher described above to System Users, that are. customers for purposes of the. Ruile to satisfy
their obligations under the Rule.

If"you should have any guestions regarding this letter; please.'do not hesitate to contact, the
undeisigred at (630) 789-4200 or Charles S. Gittleman &r “Russell D. Sacks of Shearman &
Sterling LLP at (212-848-4000), outside counsel to STN and SIBI in this matter.

Sincerely,

QI

Robeit K. Ward
Chief @peratmg Officer
‘SunGard Insfitutional. Brokerage Iric.

c¢i  Brian A. Bussey, Esq., Securities and .Exchange Commission
Matthew A. Daigler; Esq.; Securities:and Exchange Cominission

Charles:S. Gittleman, Shearman.& Sterling LLP
Russell D, Sacks, Shearman & Sterling LLP

END

[
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