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MFA SUBMITS COMMENTS TO SEC ON SOFT DOLLAR PRACTICES 

WITH OVERALL SUPPORT OF PROPOSED GUIDANCE  
 

 
 WASHINGTON, D.C., November 29, 2005 --- Managed Funds Association (MFA) submitted a 

comment letter to the Securities and Exchange Commission (SEC) in response to its request for 

comments on proposed Commission Guidance Regarding Client Commission Practices under Section 

28(e) of the Securities Exchange Act of 1934 (�“the Safe Harbor�”).  The SEC proposed guidance advises 

money managers on their use of client assets to pay for research and brokerage services, commonly 

referred to as soft dollar practices. 

MFA, headquartered in Washington, DC, is the primary trade association representing 

professionals who specialize in alternative investment strategies, including representatives from the 

majority of the world�’s largest hedge funds.  

MFA commended the SEC for providing a framework for analyzing whether a particular service 

falls within the definition of �“brokerage and research services.�”  While MFA overwhelmingly agreed with 

the Commission�’s interpretation of the safe harbor, it asserted that the proposed interpretation is too 

narrow and is contrary to the interests of investors with respect to its interpretation of post-trade analytics. 

According to its letter, MFA states that while the Commission asserts that �“products and services 

such as trade analytics, surveillance systems, or compliance mechanisms, do not qualify as �‘brokerage�’ 

in the safe harbor because they are not integral to the execution of orders by the broker-dealers,�” MFA 

believes that products and services such as post-trade execution quality analysis are directly relevant to 

the ability of an investment manager to obtain the �“best execution�” of its orders.   

MFA argues that post-trade analytical tools are used by investment managers to determine the 

execution quality of trading by various broker-dealers and whether a particular broker-dealer provides 

better executions in a particular space.  Investment managers may use these tools to determine where to 

route future order flow in connection with a particular trade.  As a result, MFA believes these procedures 

directly benefit investors, are integral to the execution of orders by broker-dealers, and also reflect 

substantive content related to trade execution.   

The letter states, �“We respectfully suggest that the Commission revise the proposed temporal 

standard to include the analysis of execution quality, even if done after the completion of the clearance 

and settlement process.  We believe that post-trade execution analysis is a valuable tool that is designed 
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to help the investor, their use should be encouraged by the SEC, and the SEC should expressly include 

them within the Safe Harbor.�” 

MFA President John G. Gaine, said, �“MFA�’s comments to the SEC provide the insights of hedge 

fund managers who are dedicated to working within a regulatory framework that preserves the integrity of 

execution quality on behalf of hedge fund investors globally.  I believe that MFA�’s message is critical, and 

I am pleased to submit this comment letter to the Commission for its consideration.�” 

The Association also pointed to MFA�’s 2005 Sound Practices for Hedge Fund Managers, wherein 

it specifically recommends that a hedge fund manager fully disclose that it may engage in soft dollar 

arrangements and should clearly disclose its policies with respect to such arrangements.   

 For a copy of MFA�’s comment letter or to download a copy of MFA�’s 2005 Sound Practices for 

Hedge Fund Managers, please visit MFA�’s website at: www.mfainfo.org.   

It is anticipated that the timing for the issuance of final guidance by the SEC will depend upon 

the number and the nature of comments received.  MFA will continue its outreach to the SEC to 

discuss its comments on behalf of the hedge fund industry before final guidance from the SEC is 

issued on this matter.   

MFA, headquartered in Washington, DC, is the primary trade association representing 

professionals who specialize in alternative investment strategies including hedge funds, funds of funds 

and managed futures funds. MFA�’s over 1,000 members are affiliated with the majority of the 50 

largest hedge funds, which manage a significant portion of the over $1trillion invested in hedge funds. 

Since its inception in 1991, MFA has provided industry leadership in government relations, 

communications, media relations, and education to MFA members and investors.  

 

#   #   # 
 

For further information contact:  John G. Gaine  
    President 
    Managed Funds Association 
    (202) 367-1140 
    JGG@mfainfo.org 
 

    


