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Public Law 111-203
111th Congress
An Act

To promote the financial stability of the United States by improving accountability
and transparency in the financial system, to end “too big to fail”, to protect
the American taxpayer by ending bailouts, to protect consumers from abusive
financial services practices, and for other purposes.

Be it enacted by the Senate and House of Representatives of
the United States of America in Congress assembled,
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of title 11, United States Code, with regard to all money,
securities, and property of any swaps customer received by
a futures commission merchant or a derivatives clearing
organization to margin, guarantee, or secure the swap
(including money, securities, or property accruing to the cus-
tomer as the result of the swap).

“(6) PrROHIBITION.—It shall be unlawful for any person,
including any derivatives clearing organization and any deposi-
tory institution, that has received any money, securities, or
property for deposit in a separate account or accounts as pro-
vided in paragraph (2) to hold, dispose of, or use any such
money, securities, or property as belonging to the depositing
futures commission merchant or any person other than the
swaps customer of the futures commission merchant.”.

(b) BANKRUPTCY TREATMENT OF CLEARED SWAPS.—Section 761
of title 11, United States Code, is amended—

(1) in paragraph (4), by striking subparagraph (F) and
inserting the following:

“(F)(1) any other contract, option, agreement, or trans-
action that is similar to a contract, option, agreement,
or transaction referred to in this paragraph; and

“(i1) with respect to a futures commission merchant
or a clearing organization, any other contract, option, agree-
ment, or transaction, in each case, that is cleared by a
clearing organization;”; and
(2) in paragraph (9)(A)i), by striking “the commodity

futures account” and inserting “a commodity contract account”.
(c) SEGREGATION REQUIREMENTS FOR UNCLEARED SWAPS.—Sec-
7 USC 6s. tion 4s of the Commodity Exchange Act (as added by section 731)
is amended by adding at the end the following:
“(1) SEGREGATION REQUIREMENTS.—

“(1) SEGREGATION OF ASSETS HELD AS COLLATERAL IN
UNCLEARED SWAP TRANSACTIONS.—

“(A) NOTIFICATION.—A swap dealer or major swap
participant shall be required to notify the counterparty
of the swap dealer or major swap participant at the begin-
ning of a swap transaction that the counterparty has the
right to require segregation of the funds or other property
supplied to margin, guarantee, or secure the obligations
of the counterparty.

“(B) SEGREGATION AND MAINTENANCE OF FUNDS.—At
the request of a counterparty to a swap that provides
funds or other property to a swap dealer or major swap
participant to margin, guarantee, or secure the obligations
of the counterparty, the swap dealer or major swap partici-
pant shall—

“(i) segregate the funds or other property for the
benefit of the counterparty; and

“(ii) in accordance with such rules and regulations
as the Commission may promulgate, maintain the
funds or other property in a segregated account sepa-
rate from the assets and other interests of the swap
dealer or major swap participant.

“(2) APPLICABILITY.—The requirements described in para-
graph (1) shall—
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“(dd) any requirements imposed on the
recipient with respect to employee compensa-
tion, distribution of dividends, or any other
corporate decision in exchange for the assist-
ance; and

“(ee) the expected costs to the taxpayers
of such assistance; and

“(ii) once every 30 days, with respect to any out-
standing loan or other financial assistance under this
paragraph, written updates on—

“(I) the value of collateral;

“(II) the amount of interest, fees, and other
revenue or items of value received in exchange
for the assistance; and

“(IIT) the expected or final cost to the tax-
payers of such assistance.

“(D) The information required to be submitted to Con-
gress under subparagraph (C) related to—

“(1) the identity of the participants in an emergency
lending program or facility commenced under this
paragraph;

“(i1) the amounts borrowed by each participant
in any such program or facility;

“(iii) identifying details concerning the assets or Confidentiality.
collateral held by, under, or in connection with such
a program or facility,

shall be kept confidential, upon the written request of
the Chairman of the Board, in which case such information
shall be made available only to the Chairpersons or
Ranking Members of the Committees described in subpara-
graph (C).

“(E) If an entity to which a Federal reserve bank
has provided a loan under this paragraph becomes a cov-
ered financial company, as defined in section 201 of the
Dodd-Frank Wall Street Reform and Consumer Protection
Act, at any time while such loan is outstanding, and the
Federal reserve bank incurs a realized net loss on the
loan, then the Federal reserve bank shall have a claim
equal to the amount of the net realized loss against the
covered entity, with the same priority as an obligation
to the Secretary of the Treasury under section 210(b) of
the Dodd-Frank Wall Street Reform and Consumer Protec-
tion Act.”.

(b) CONFORMING AMENDMENT.—Section 507(a)(2) of title 11,
United States Code, is amended by inserting “unsecured claims
of any Federal reserve bank related to loans made through programs
or facilities authorized under section 13(3) of the Federal Reserve
Act (12 U.S.C. 343),” after “this title,”.

(c) REFERENCES.—On and after the date of enactment of this Effective date.
Act, any reference in any provision of Federal law to the third 12 USC 343 note.
undesignated paragraph of section 13 of the Federal Reserve Act
(12 U.S.C. 343) shall be deemed to be a reference to section 13(3)
of the Federal Reserve Act, as so designated by this section.

SEC. 1102. AUDITS OF SPECIAL FEDERAL RESERVE CREDIT FACILITIES.

(a) AupiTs.—Section 714 of title 31, United States Code, is
amended by adding at the end the following:
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TITLE XVI—SECTION 1256 CONTRACTS

SEC. 1601. CERTAIN SWAPS, ETC., NOT TREATED AS SECTION 1256 CON-

TRACTS.
(a) IN GENERAL.—Subsection (b) of section 1256 of the Internal
Revenue Code of 1986 is amended— 26 USC 1256.

(1) by redesignating paragraphs (1) through (5) as subpara-
graphs (A) through (E), respectively, and by indenting such
subparagraphs (as so redesignated) accordingly,

(2) by striking “For purposes of” and inserting the following:

“(1) IN GENERAL.—For purposes of”, and

(3) by striking the last sentence and inserting the following
new paragraph:

“(2) EXCEPTIONS.—The term °‘section 1256 contract’ shall
not include—

“(A) any securities futures contract or option on such
a contract unless such contract or option is a dealer securi-
ties futures contract, or

“(B) any interest rate swap, currency swap, basis swap,

interest rate cap, interest rate floor, commodity swap,

equity swap, equity index swap, credit default swap, or

similar agreement.”.

(b) EFFECTIVE DATE.—The amendments made by this section 26 USC 1256
shall apply to taxable years beginning after the date of the enact- note.
ment of this Act.

Approved July 21, 2010.
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