
United States Senate
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April 23, 2010

The Honorable Harry Reid

Majority Leader

S-211 The Capitol

United States Senate

Washington, DC 20510

Dear Senator Reid:

To address a principal cause of the recent financial sector crisis, the regulatory reform bill that
will soon come before the Senate must include strong regulation of trading in over-the-counter
(OTC) derivative contracts. The Senate Agriculture and Banking Committees have put forward
proposals that will help to create transparency, stability, accountability, and reduce systemic risk
in the derivatives market. Our next challenge is to merge these proposals together, so that the
Wall Street reform bill that reaches the floor includes the strongest and most effective possible
regulation of OTC derivatives.

To ensure that the strongest possible product reaches the Senate floor, we believe that these
respective measures should be viewed as complements, not competitors. The Agriculture
Committee, which has well-established jurisdiction over swaps and derivatives, has approved a
strong bill with critical elements, which should serve as a solid foundation that can be buttressed

by provisions reported by the Banking Committee. If we are to effectively regulate the
derivatives market, we must start the Senate floor debate with the strongest proposal we can craft
and defend against the inevitable attempts to weaken it - rather than rely upon later amendments
to add essential reforms.

Therefore, we believe that the measure upon which Senate floor debate begins should include the

following components, some of which are included in the Agriculture Committee's measure,
some of which are in the Banking Committee's measure, and some of which are in both:

1. Mandatory Execution Requirement: All trades that the CFTC or the SEC requires to

be cleared must also be traded on an exchange or on a swap execution facility. Trading
on exchanges or execution facilities provides for pre-trade transparency, which is

necessary to fully understand and manage the risks being taken by market participants, to

provide more efficient and accurate pricing, and to facilitate more cost-effective risk

management.








