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On June 21, 2019, the SEC adopted security-based swap (SBS) capital, margin and segregation requirements (the SEC
Rules) for SBS dealers (SBSDs) and major SBS participants, revised the capital and segregation requirements for
broker-dealers that are not SBSDs to the extent they engage in SBS activities, and increased the minimum capital
requirements for broker-dealers authorized to use internal models to compute net capital. The SEC Rules do not start the
registration or compliance clock for SBSDs.

The SEC Rules are a key final rule in the suite of capital, margin and segregation rules under Title VII of the Dodd-Frank
Wall Street Reform and Consumer Protection Act, along with the margin and segregation requirements for swap dealers (
SDs) previously adopted by the CFTC (the CFTC Rules) and the capital, margin and segregation requirements for
SBSDs and SDs previously adopted by the U.S. prudential regulators (the PR Rules). While the SEC Rules, and the
margin requirements under the SEC Rules in particular, reflect significant efforts to harmonize the requirements for an
SBSD with those under the CFTC Rules for an SD, some key differences remain.

This visual memorandum describes the SEC Rules in detail, with a focus on the circumstances under which a firm is
subject to the SEC Rules, CFTC Rules and PR Rules—or more than one of these rule sets.
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If you have any questions regarding the matters covered in this publication, please reach
out to any of the lawyers listed below or your usual Davis Polk contact.

Annette L. Nazareth Gabriel D. Rosenberg
+1 202 962 7075 +1 212 450 4537
annette.nazareth@davispolk.com gabriel.rosenberg@davispolk.com

Tyler X. Senackerib Zachary J. Zweihorn
+1 212 450 3419 +1 202 962 7136
tyler.senackerib@davispolk.com zachary.zweihorn@davispolk.com

This communication, which we believe may be of interest to our clients and friends of the firm, is for general
information only. It is not a full analysis of the matters presented and should not be relied upon as legal advice.

This may be considered attorney advertising in some jurisdictions. Please refer to the firm’s privacy notice for
further detalils.

Related materials

2019-07-12 visual memo the secs_security-based swap capital margin_segregation rules.pdf

Copyright 2019 Davis Polk & Wardwell LLP


https://www.davispolk.com/index%2ephp/lawyers/annette-nazareth
tel:%2B12029627075
mailto:annette.nazareth@davispolk.com
https://www.davispolk.com/lawyers/gabriel-rosenberg
tel:%2B12124504537
mailto:gabriel.rosenberg@davispolk.com
https://www.davispolk.com/index%2ephp/lawyers/tyler-senackerib
tel:%2B12124503419
mailto:tyler.senackerib@davispolk.com
https://www.davispolk.com/index%2Ephp/lawyers/zachary-zweihorn
tel:%2B12029627136
mailto:zachary.zweihorn@davispolk.com
https://www.davispolk.com/sites/default/files/2019-07-12_visual_memo_the_secs_security-based_swap_capital_margin_segregation_rules.pdf

