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DISCLAIMER

THE INFORMATION CONTAINED HEREIN AND THE FINANCIAL INFORMATION EXCHANGE PROTOCOL
(COLLECTIVELY, THE "FIX PROTOCOL") ARE PROVIDED "AS IS" AND NO PERSON OR ENTITY ASSOCIATED
WITH THE FIX PROTOCOL MAKES ANY REPRESENTATION OR WARRANTY, EXPRESS OR IMPLIED, AS TO
THE FIX PROTOCOL (OR THE RESULTS TO BE OBTAINED BY THE USE THEREOF) OR ANY OTHER MATTER
AND EACH SUCH PERSON AND ENTITY SPECIFICALLY DISCLAIMS ANY WARRANTY OF ORIGINALITY,
ACCURACY, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE. SUCH
PERSONS AND ENTITIES DO NOT WARRANT THAT THE FIX PROTOCOL WILL CONFORM TO ANY
DESCRIPTION THEREOF OR BE FREE OF ERRORS. THE ENTIRE RISK OF ANY USE OF THE FIX PROTOCOL IS
ASSUMED BY THE USER.

NO PERSON OR ENTITY ASSOCIATED WITH THE FIX PROTOCOL SHALL HAVE ANY LIABILITY FOR
DAMAGES OF ANY KIND ARISING IN ANY MANNER OUT OF OR IN CONNECTION WITH ANY USER'S USE
OF (OR ANY INABILITY TO USE) THE FIX PROTOCOL, WHETHER DIRECT, INDIRECT, INCIDENTAL, SPECIAL
OR CONSEQUENTIAL (INCLUDING, WITHOUT LIMITATION, LOSS OF DATA, LOSS OF USE, CLAIMS OF
THIRD PARTIES OR LOST PROFITS OR REVENUES OR OTHER ECONOMIC LOSS), WHETHER IN TORT
(INCLUDING NEGLIGENCE AND STRICT LIABILITY), CONTRACT OR OTHERWISE, WHETHER OR NOT ANY
SUCH PERSON OR ENTITY HAS BEEN ADVISED OF, OR OTHERWISE MIGHT HAVE ANTICIPATED THE
POSSIBILITY OF, SUCH DAMAGES.

DRAFT OR NOT RATIFIED PROPOSALS (REFER TO PROPOSAL STATUS AND/OR SUBMISSION STATUS ON
COVER PAGE) ARE PROVIDED "AS IS" TO INTERESTED PARTIES FOR DISCUSSION ONLY. PARTIES THAT
CHOOSE TO IMPLEMENT THIS DRAFT PROPOSAL DO SO AT THEIR OWN RISK. IT IS A DRAFT DOCUMENT
AND MAY BE UPDATED, REPLACED, OR MADE OBSOLETE BY OTHER DOCUMENTS AT ANY TIME. THE FIX
TRADING COMMUNITY GLOBAL TECHNICAL COMMITTEE WILL NOT ALLOW EARLY IMPLEMENTATION TO
CONSTRAIN ITS ABILITY TO MAKE CHANGES TO THIS SPECIFICATION PRIOR TO FINAL RELEASE. IT IS
INAPPROPRIATE TO USE FIX TRADING COMMUNITY WORKING DRAFTS AS REFERENCE MATERIAL OR TO
CITE THEM AS OTHER THAN “WORKS IN PROGRESS”. THE FIX TRADING COMMUNITY GLOBAL
TECHNICAL COMMITTEE WILL ISSUE, UPON COMPLETION OF REVIEW AND RATIFICATION, AN OFFICIAL
STATUS ("APPROVED") FOR THE PROPOSAL AND A RELEASE NUMBER.

No proprietary or ownership interest of any kind is granted with respect to the FIX Protocol (or any
rights therein).

Copyright 2003-2016 FIX Protocol Limited, all rights reserved.
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1 Preface

The purpose of the FTC Post-Trade Processing via FIX Initiative is to define industry guidelines for
common usage of the FIX Protocol for post-trade processing between buy-sides and sell-sides that can
be used bi-laterally as well as through intermediary facilities.

This document is one of a series of Guidelines for Post-Trade Processing via FIX specifying guidelines for
industry usage of the FIX standard to facilitate parallel implementation across buy-sides, sell-sides and
intermediaries.

2 Scope

This document primarily focuses on the buy-side to sell-side workflow for trades executed on a SEF
utilizing a pre-trade allocation workflow as opposed to “bunched” trades.

Note: There is a short discussion and workflow diagram on “bunched” trades but basically they use
the normal post-trade workflow.

3 Introduction

The pre-trade allocation workflow is utilized for workflows requiring confirmation prior to the trade that
the transactions (allocations of the trade) will clear (sometimes referred to as “clearing certainty”) with
no further buy-side communication (normally) between placements and clearing.

This buy-side/sell-side FIX workflow is designed to meet the requirement of the SEF Pre-trade Allocation
Workflow as specified by the FIA.

4 References

Currently located on the FPL Website at: [http://www.fixtradingcommunity.org/pg/structure/fix-
guidelines/best-practiceguidelines-directory] under the “Post Trade” heading.

5 Assumptions

1. Pre-allocated SEF trades will be fully-filled unless there are credit issues or operational issues.
a. Pre-trade clearing issues are communicated via a partial fill, dropping the quantity that
was to be allocated to buy-side accounts with issues
2. Post-trade clearing issues are of two type:
a. Buy-side account issues:
i. Trade will be reduced by the amount that was to be allocated to the accounts
with issues.
ii. Accounts with issues will receive 0 quantities.
b. Counter-party account issues:

© Copyright, 2016, FIX Protocol, Limited 6
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i. Trade will be reduced by the amount that was to be allocated to the accounts
with issues.

ii. Remainder of the trade will be reallocated across the buy-side accounts (re-
allocation will be done by the CCP according to agreement with the buy-side)

6 Requirements

6.1 Buy-side Specification — Pre-trade

1. Clearing house (CCP)
a. Buy-side may optionally specify one or more parameters to be passed to the CCP (e.g.
netting id).
2. Trading restrictions
a. Trading-counterparties list

i. Inclusive
3. Pre-trade allocation instructions
a. Account
b. Quantity
c. IndividualAllocld

d. FCM
i. FCMs may be different for different accounts.

6.2 Sell-side Communication Back to Buy-side

1. Final transaction details:
a. Instrument
b. Account
c. Parties
i. FCM
ii. Clearing house
iii. Order origination firm

d. Quantity
. Price
f. Other fields including:
i. SEFornot
ii. Block-trade or not
iii. MAT or not

iv. LEl of associated dealer
2. Clearing progress - individual notifications of the following events:
a. Allocation
b. Clearing submission
c. Clearing acceptance or rejection
3. Regulatory transaction-identifiers:
a. “block-trade” event
b. “allocation” event

© Copyright, 2016, FIX Protocol, Limited 7
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c. “clearing” event
d. “alpha” event

4. Trade adjustments due to pre-trade or post-trade issues

a. Adjusted trade quantity
b. Adjusted account allocation

7 Open Issues

7.1 ClearedIndicator valid-values

Additional values are needed.

7.2 Bunched Trade Workflow

The bunched trade workflow as described is the normal post-trade workflow from the perspective of the
buy-side — meaning that the clearing of the bunched trade prior to reallocation is transparent to the
buy-side. The buy-side receives the execution report and sends a post-trade AllocationlInstruction and
receives Confirmations in terms of the final allocation, not the bunched trade. The issue as been raised
as to whether or not the bunched trade workflow should be extended to explicitly Confirm the clearing
of the bunched trade prior to the final allocation.

7.2.1 Additional ExecutionReport fields

SEF or not

Block-trade or not

MAT or not

LEI of the associated dealer

8 Key Concepts/Processes/Notes

8.1 Parties

8.2 Specification of Clearing-house parameters

Order Origination Firm
Executing Broker
Clearing Firm

Clearing House

Clearing house parameters (e.g. netting-id) are specified in the <PtysSubGrp> component of the clearing
house party.

© Copyright, 2016, FIX Protocol, Limited
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8.3 Pre-trade Allocation Instructions

Allocations are specified in the placement message, essentially like embedding an
Allocationlnstruction(35=J) message in the placement messages:

e Allocld(70)
o Allocations
o Account(1)
o AllocAccountldSource(661)
o AllocQty(80)
o IndividualAllocld(467) - Used as link in Confirmation(35=AK) messages
o FCM

8.4 Execution Reports

The normal expectation is that pre-allocated SEF trades are fully-filled (i.e. a fully filled ExecutionReport
(35=8) is returned). Partial fills are viewed as exception conditions (see Clearing Issues section)

8.5 Clearing issues

8.5.1 Pre-trade clearing issues

e Pre-trade clearing issues are reported via partial-fill execution reports:
o Indicate that there were issues with one or more of the accounts.
o The Allocation component is returned in the execution report with AllocQty(80) = 0 for
rejected accounts.
e If the trader decides to cancel the entire trade this will be communicated via an unsolicited
cancel execution report.

8.5.2 Post-trade clearing issues

Post-trade clearing issues are communicated via a combination of ExecutionReport(35=8) messages and
Confirmation(35=AK) messages.

There are two causes of post-trade voids:

1. A problem with a buy-side account
a. The trade is reduced by the allocation amount for the account
b. The account AllocQty(80) =0
2. A problem with a counter-party account
a. Thetradeis reduced by the allocation amount for the counter-party account
b. The CCP reallocates the remaining quantity across the buy-side accounts. This is
typically pro-rata but it could vary by CCP.

The following messages are returned to the buy-side to reflect these cases:

e ExecutionReport(35=8) (ExecType(150)=G (Trade correct).
o Executed quantity is reduced by the amount of the rejected account
o Includes AllocGrp component:
= Buy-side issue: AllocQty(80) =0 for bad accounts from buy-side.

© Copyright, 2016, FIX Protocol, Limited 9
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= Counter-party issue: Buy-side accounts are re-allocated if issue caused by
counter-party account.
e Confirmation(35=AK) messages
o Clearedindicator(1832) = 3 (Rejected) - For accounts with clearing issue
= AllocQty(80) =0
= Brought to O by insufficient quantity is also considered to be a “reject”.
o ClearedIndicator(1832) = 1 (Cleared) - For other accounts
= AllocQty(80) may not be the full requested quantity in counter-party account
issues.

8.5.3 Post-clearing voids

Trades are not voided post-clearing, compensating transactions must be executed.

8.6 Clearing Progress Communication

The Confirmation (AK) message is used to communicate clearing progress/status back to the buy-side.
A Confirmation message should be sent to the buy-side for each of these events:

e Allocation
e  Submission to clearing house
e Clearing or rejection

Clearing status is specified using the following tag:

e C(ClearedIndicator (1832)
o 0=Not-cleared

o 1=Cleared
o 2 =Submitted
o 3 =Rejected

8.7 Regulatory Transaction-IDs
Block-level ids:

e Returned in ExecutionReport(35=8) messages and in Confirmation(35=AK) messages
o RegulatoryTradelDEvent(1904)=0 (Initial block trade)
Transaction/Account-level ids:

e Returned in Confirmation messages.
o Allocation — RegulatoryTradelDEvent(1904) = 1 (Allocation)
o Clearing — RegulatoryTradelDEvent(1904)=2

The transaction-ids are represented in the following FIX fields:

NoRegulatoryTradelDs(1907) <Count>
->RegulatoryTradelD(1903) <unique ID in context of TradelDSource> (USI or UTI)

© Copyright, 2016, FIX Protocol, Limited 10
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->RegulatoryTradelDSource(1905) ID of reporting entity assigned by regulatory agency
->RegulatoryTradelDEvent(1904) Event causing origination of the ID.

Supported values:

0 = Initial block trade

1 = Allocation, or determination that the block trade will not be further allocated

2 =Clearing
3 = Compression
4 = Novation
5 =Termination
->RegulatoryTradelDType(1906) Position of ID in trade hierarchy.
Supported values:
0 =Current

1 = Previous - e.g. when reporting a cleared trade or novation of a previous trade)
2 = Block - e.g. when reporting an allocated sub-trade)
3 = Related - e.g. when reporting a mixed swap)

Note: Confirmation messages include the complete set of transaction-ids for the transaction, i.e. a
Confirmation message reporting allocations will include the block-level id and a Confirmation
message reporting clearing will include both the account-level ids and the block-level id.

8.8 Message Linkage

Allocation related messages are linked by Allocld(70) and IndividualAllocld(467). These are initially
provided in the placement messages and returned in ExecutionReport(35=8) messages and
Confirmation(35=AK) messages.

8.9 Pre-trade Allocation vs. “bunched” trades

“Bunched” trades utilize a “stand-by” FCM that assumes risk on behalf of the buy-side for the trade
execution. After the trade is executed the buy-side sends allocation instructions to the SEF to be
forwarded to the FCMs for clearing.

This workflow utilizes that normal post-trade workflow (i.e. AllocationInstruction(35=J) message
following trade ExecutionReport(35=8) ) specifying the account-level allocations.
e The “stand-by” FCM is included in the Parties component of the FIX placement message.
e Return of regulatory transaction-ids is the same — (see section 8.7)
e Return of clearing-status is the same- (see section 8.6)
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9 WorkFlow — Pre-trade Allocation

9.1 FullFill = No Credit Issues

Figure 1 Pre-Trade Allocation: Fulfill - No Credit Issues
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9.2 Pre-trade Credit Issue — Partial-void

Figure 2 Pre-Trade Allocation: Pre-Trade Credit Issue - Partial-Void
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9.3 Pre-trade Credit Issue - Full-void

Figure 3 Pre-Trade Allocation: Pre-Trade Credit Issue - Full-Void
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9.4 Post-trade Credit Issue - Partial-void

Figure 4 Pre-Trade Allocation: Post-Trade Credit Issue - Partial-Void
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9.5 Post-trade Credit Issue - Full-void

Figure 5 Pre-Trade Allocation: Post-Trade Credit Issue - Full-Void
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9.6 Regulatory Transaction-ids

Figure 6 Pre-Trade Allocation: Regulatory Transaction-ID's
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9.7 Summary of Confirmation Message Events — Key Fields

Confirm Confirm  Confirm Confirm Individual
TransType ConfirmID  RefID Type Cleared Status Transactionld AllocID  AllocID
(666) (664) (772) (773) Indicator(1832) (665) list (19nn) (70) (467)
no issues
Confirmation messages
allocation new <new> n/a confirm | not cleared(0) | confirmed | block,alloc reflect | reflect
clearing submission new/rep | <new> <ref> confirm | submitted(tbd) | confirmed | block,alloc reflect | reflect
cleared replace <new> <ref> confirm | cleared(1) confirmed | block,alloc, reflect | reflect
cleared
partial void - post-trade
Confirmation messages
clearing "reject” (bad accts) cancel <new> <ref> confirm | rejected(tbd) confirmed | block,alloc reflect | reflect
cleared (good accts) see above
ExecutionReport-correction reduced by amount of rejected account(s)
full void - post-trade
Confirmation messages
clearing "reject” (bad accts) cancel <new> <ref> confirm | rejected(tbd) | rejected | block,alloc reflect | reflect
clearing "cancel" (good accts) | cancel <hew> <ref> confirm | canceled(tbd) | rejected block,alloc reflect | reflect

ExecutionReport-bust
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10 “Bunched” Trades Workflow

Figure 7 Pre-Trade Allocation: Bunched-Trades
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11 FIX Messages - Key Tags

NewOrde Single ER,
Mileg Confirmation Valid values
MLEG ER(150=F)

FIXtag | FIXtag NewOrder

Single MLEG Single

MessageType 35 35 “D” “AB” “8” “8"” “AK”
Status Section
ConfirmStatus 665 665 n/a n/a n/a n/a req Supported values:
4 = Confirmed
5= Rejected
ClearedIndicator 1832 1832 n/a n/a n/a n/a Req Supported values:
0 = Not-cleared
1 =Cleared
2 = Submitted
3 = Rejected
End Status Section
Parties
<Parties> Component
NoPtylds 453 453 req req req req req <# of parties>
Order Origination Firm
->PartyID 448 448 req req req req req “Firm name”
->PartyldSource 447 447 req req req req req Supported values:
C = Generally accepted
market participant
identifier
->PartyldRole 452 452 req req req req req 13 = Order origination firm
Executing Broker
->PartylD 448 448 n/a n/a req n/a req “Firm name”
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. MLEG
FIXtag | FIXtag NewOrder NewOrde  Single ER,

Single MLEG Single

Mieg _ | Confirmation Valid values
MLEG ER(150=F) i

->PartyldSource 447 447 n/a n/a req n/a req Supported values:

C = Generally accepted
market participant
identifier

B =BIC

N = LEI

->PartyldRole 452 452 n/a n/a req n/a req Supported values:

1 = executing broker

Clearing House

->PartyID 448 524 req req req req req <clearing house id>"
(leg)
->PartyldSource 447 525 req req req req req Supported values:

C = Generally accepted
market participant

identifier

B =BIC
->PartyldRole 452 538 req req req req req Supported values:

21 =clearing house
->NoPartySublDs 802 804 Opt Opt n/a n/a n/a 1
--->PartySubID 523 545 Opt Opt n/a n/a n/a <CCP parameter>
--->PartySubIDType 803 803 Opt Opt n/a n/a n/a CME

Supported values:
4000 = NettinglID

Clearing Firm -
bunched
->PartylD 448 448 n/a n/a n/a n/a Req (bunched) <clearing house id>"
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. MLEG
FIXtag | FIXtag NewOrder NewOrde  Single ER,

Single MLEG Single

r Mieg _ | Confirmation Valid values
MLEG ER(150=F)

->PartyldSource 447 447 n/a n/a n/a n/a Req (bunched) Supported values:
C = Generally accepted
market participant

identifier
B=BIC
N = LEI
->PartyldRole 452 452 n/a n/a n/a n/a Req (bunched) Supported values:
4 = Clearing firm
FCM
->PartyID Req(524) | Req(757) n/a n/a Req (448) <clearing firm id>"
->PartyldSource Req(525) | Req(758) n/a n/a Req(447) Supported values:
C = Generally accepted
market participant
identifier
B =BIC
N = LEI
->PartyldRole Req(538) | Req(759) n/a n/a Req(452) 4 = clearing firm
End <Parties> Component
End Parties Section
Allocation Instructions
and Results
Allocld 70 1366 req req req n/a req <unique identifier> (buy-

side generated)

<AllocGrp> Component

NoAllocs 78 670 req req req n/a n/a Supported values:
>=1
->AllocAccount 79 671 req req req n./a req <clientAccountld>
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FIXtag | FIXtag NewOrder NewOrde  Single ER,

Single MLEG Single

Mieg Confirmation Valid values
MLEG ER(150=F)

->AllocldSource 661 674 req req req n/a req Supported values:
4 = OMEGEO (Alertld)

->AllocQty 80 673 req req req n/a req <quantity> (to be allocated
to this account)

->IndividualAllocID 467 672 req req req n/a req <transaction-id> (buy-side
generated)

->AllocSettICurrency 736 1367 opt opt opt n/a opt <currencyCode>

End <AllocGrp> Component

End Allocation

Instructions and

Results Section

Regulatory

Transaction-ID’s

Section

<RegulatoryTradelDGrp> Component

NoRegulatoryTradelDs | 1907 n/a n/a n/a Opt n/a req <Count>

->RegulatoryTradelD 1903 n/a n/a n/a Opt n/a req <unique ID in context of
TradelDSource> (US| or UTI)

- 1905 n/a n/a n./a Opt n./a req ID of reporting entity

>RegulatoryTradelDSo assigned by regulatory

urce agency
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FIXtag | FIXtag NewOrder NewOrde  Single ER,

Single MLEG Single

Mieg Confirmation Valid values
MLEG ER(150=F)

- 1904 n/a n/a n/a Opt (initial n/a Req (includes the Event causing origination of
>RegulatoryTradelDEv block trade complete list of the ID.
ent event only) event transaction Supported values:
identifiers including | 0 = Initial block trade)
the initial-block- 1 = allocation, or
trade) determination that the

block trade will not be
further allocated)

2 = Clearing)

3 = Compression

4 = Novation

5 =Termination

- 1906 n/a n/a n/a Opt n/a req Position of ID in trade
>RegulatoryTradelDTy hierarchy.
pe Supported values:

0 = Current

1 = Previous( e.g. when
reporting a cleared trade or
novation of a previous
trade)

2 = Block (e.g. when
reporting an allocated sub-
trade)

3 = Related (e.g. when
reporting a mixed swap)

<RegulatoryTradelDGrp> Component
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. MLEG
FIXtag FiXtag NewOrder Noworde singleER, ER _- .
Single | MLEG Single Mieg (150 != Confirmation Valid values
MLEG ER(150=F) F)
End Regulatory
Transaction-ID’s
Section
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12 Appendices

12.1 Post-trade Framework

Figure 8 Post Trade Framework
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