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Exhibit 4 

 
Set forth below are proposed changes to the rule text, with additions represented by 

underscoring and deletions represented by [bracketing]. 

CBOE Futures Exchange, LLC 
Rules 

 
* * * * * 

 
414. Exchange of Contract for Related Position 

(a) A bona fide Exchange of Contract for Related Position may be entered 
into with respect to any Contract designated by the Exchange and in 
accordance with the applicable trading increments set forth in the rules 
governing such Contract, at a price mutually agreed upon by the parties to 
such transaction.  Each Exchange of Contract for Related Position must 
contain the following three essential elements: 

(i) A transaction in a Contract that is listed on the 
Exchange and a transaction in a related position or an option on the 
related position (known as the "Related Position"); 

(ii) An exchange of Contract for the Related Position that 
involves an actual transfer of ownership, which must include (x) 
possession, right of possession, or right to future possession of each 
leg prior to the exchange, (y) an ability to perform the Exchange of 
Contract for Related Position, and (z) a transfer of title of the 
Contract and Related Position upon consummation of the exchange; 
and 

(iii) Separate parties, such that the accounts involved on 
each side of the Exchange of Contract for Related Position have 
different beneficial ownership or are under separate control, 
provided that separate profit centers of a futures commission 
merchant operating under separate control are deemed to be separate 
parties for purposes of this Rule 414. 

(b) For purposes of this Rule 414, the term "Related Position" shall 
include, but not be limited to, a security, an option, a Contract, any 
commodity as that term is defined by the CEA, or a group or basket of any of 
the foregoing.  The Related Position being exchanged need not be the same as 
the underlying of the Contract transaction being exchanged, but the Related 
Position must have a high degree of price correlation to the underlying of the 
Contract transaction so that the Contract transaction would serve as an 
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appropriate hedge for the Related Position. 

(c) In every Exchange of Contract for Related Position, one party must be 
the buyer of the Related Position and the seller of the corresponding Contract 
and the other party must be the seller of the Related Position and the buyer of 
the corresponding Contract.  Further, the quantity of the Related Position 
traded in an Exchange of Contract for Related Position must correlate to the 
quantity represented by the Contract portion of the transaction. 

(d) Exchange of Contract for Related Position transactions with respect to 
any Contract may occur during and outside of the Trading Hours set forth in 
the rules governing such Contract, unless otherwise specified in those rules.  
Each party to an Exchange of Contract for Related Position shall comply with 
all applicable Rules of the Exchange other than those which by their terms 
only apply to trading through the CBOE System. 

(e) Each Exchange of Contract for Related Position shall be designated as 
such, and cleared through the Clearing Corporation as if it were a transaction 
executed through the CBOE System. 

(f) Every Trading Privilege Holder handling, executing, clearing or 
carrying Exchange of Contract for Related Position transactions or positions 
shall identify and mark as such by appropriate symbol or designation all 
Exchange of Contract for Related Position transactions or positions and all 
orders, records and memoranda pertaining thereto. 

(g) Each Trading Privilege Holder involved in any Exchange of Contract 
for Related Position shall either maintain records evidencing compliance with 
the criteria set forth in this Rule 414 or be able to obtain such records from its 
Customer involved in the Exchange of Contract for Related Position.  Such 
records shall include, without limitation, documentation relating to the 
Related Position portion of the Exchange of Contract for Related Position 
transaction, including those documents customarily generated in accordance 
with Related Position market practices which demonstrate the existence and 
nature of the Related Position portion of the transaction.  Upon request by the 
Exchange and within the time frame designated by the Exchange, any such 
Trading Privilege Holder shall produce satisfactory evidence that an Exchange 
of Contract for Related Position transaction meets the requirements set forth 
in this Rule 414. 

(h) [(g)] Each Trading Privilege Holder executing an Exchange of 
Contract for Related Position transaction must have at least one designated 
Person that is either a Trading Privilege Holder or a Related Party of a 
Trading Privilege Holder and is pre-authorized by a Clearing Member to 
report Exchange of Contract for Related Position transactions on behalf of the 
Trading Privilege Holder ("Authorized Reporter").  When an entity designated 
as an Authorized Reporter reports an Exchange of Contract for Related 
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Position transaction, the report must be made by one Related Party of that 
entity respecting that specific transaction.  Only an Authorized Reporter of a 
Trading Privilege Holder will be allowed to report an Exchange of Contract 
for Related Position transaction on behalf of that Trading Privilege Holder.  A 
Clearing Member that authorizes an Authorized Reporter to report Exchange 
of Contract for Related Position transactions on behalf of a Trading Privilege 
Holder accepts responsibility for all such transactions reported to the 
Exchange by that Authorized Reporter on behalf of the Trading Privilege 
Holder.  Any designation of an Authorized Reporter or revocation of a 
previous designation of an Authorized Reporter, including any termination of 
the guarantee provided for in the preceding sentence, must be made in a form 
and manner prescribed by the Exchange and shall become effective as soon as 
the Exchange is able to process the designation or revocation. 

(i) [(h)] Each party to an Exchange of Contract for Related Position 
transaction is obligated to have an Authorized Reporter call the Help Desk 
after the transaction is agreed upon to notify the Exchange of the terms of the 
transaction.  For this purpose, agreement to the transaction includes, without 
limitation, agreement to the actual price or premium of the Contract leg of the 
transaction (except in the case of a TAS Exchange of Contract for Related 
Position transaction that is permitted by the rules governing the relevant 
Contract, in which case agreement to the transaction includes, without 
limitation, agreement upon whether the price or premium of the Contract leg 
of the transaction will be the daily settlement price or an agreed upon 
differential above or below the daily settlement price).  Unless otherwise 
specified in the rules governing the relevant Contract,   

(i) if the transaction is agreed upon between the time that 
Trading Hours commence in the relevant Contract and 3:15 p.m. 
Chicago time, this notification to the Help Desk shall be made 
without delay and by no later than ten minutes after the transaction 
is agreed upon (in which event the Help Desk will report the 
transaction and provide a written transaction summary on that day 
pursuant to paragraph ([j]k) below); 

(ii) if the transaction is agreed upon between 3:15 p.m. 
Chicago time and 3:25 p.m. Chicago time, this notification to the 
Help Desk shall be made either 

(A) on the day the transaction is agreed upon by no later 
than 3:25 p.m. Chicago time (in which event the Help Desk will 
report the transaction and provide a written transaction summary 
on that day pursuant to paragraph ([j]k) below) or 

(B) on the following Business Day by no later than ten 
minutes from the time that Trading Hours commence in the 
relevant Contract (in which event the Help Desk will report the 
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transaction and provide a written transaction summary on that 
Business Day pursuant to paragraph ([j]k) below); and 

(iii) if the transaction is agreed upon after 3:25 p.m. 
Chicago time and prior to the time that Trading Hours commence in 
the relevant Contract on the following Business Day, this 
notification to the Help Desk shall be made on that following 
Business Day by no later than ten minutes from the time that 
Trading Hours commence in the relevant Contract (in which event 
the Help Desk will report the transaction and provide a written 
transaction summary on that Business Day pursuant to paragraph 
([j]k) below). 

(j) [(i)] The notification to the Help Desk of an Exchange of Contract for 
Related Position transaction shall include (i) the identity, contract month, 
price or premium, quantity, and time of execution of the relevant Contract leg 
(i.e., the time the parties agreed to the Exchange of Contract for Related 
Position transaction), (ii) the counterparty Clearing Member, (iii) the identity, 
quantity and price of the Related Position, and (iv) any other information 
required by the Exchange.  After the notification of an Exchange of Contract 
for Related Position transaction has been provided to the Help Desk, the 
Exchange of Contract for Related Position transaction may not be changed 
and the Exchange of Contract for Related Position transaction may not be 
cancelled (provided, however, that corrections to any inaccuracies in the 
transaction summary of the Exchange of Contract for Related Position 
transaction provided by the Help Desk may be made as provided in paragraph 
([j]k) below). 

(k) [(j)] The Help Desk will report the Contract leg of the transaction to 
the CBOE System and provide a written transaction summary to the 
Authorized Reporters that reported the transaction to the Help Desk on behalf 
of each party to the transaction.  The transaction summary will include the 
transaction information reported to the Help Desk by the Authorized 
Reporters and any other relevant information included by the Help Desk.  The 
Authorized Reporters and the parties to the transaction shall have thirty 
minutes from the time the Help Desk transmits the transaction summary to 
Authorized Reporters to notify the Help Desk of any inaccuracies in the 
content of the transaction summary and of the corrections to any inaccurate 
information.  It is the responsibility of the buying and selling parties to effect 
any subsequent allocations or necessary updates to non-critical matching 
fields utilizing a post-trade processing system designated by the Exchange. 

(l) [(k)] The Help Desk may review an Exchange of Contract for 
Related Position transaction for compliance with the requirements of this Rule 
and may determine not to permit the Exchange of Contract for Related 
Position transaction to be consummated, or may bust an Exchange of Contract 
for Related Position transaction for which the Contract leg has been posted or 
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for which the Help Desk has transmitted a transaction summary, if the Help 
Desk determines that the Exchange of Contract for Related Position 
transaction does not conform with those requirements. 

(m) [(l)] The posting of the Contract leg of an Exchange of Contract for 
Related Position transaction by the Help Desk or the transmission by the Help 
Desk of a transaction summary for the transaction does not constitute a 
determination by the Exchange that the Exchange of Contract for Related 
Position transaction was effected in conformity with the requirements of this 
Rule.  An Exchange of Contract for Related Position transaction for which the 
Contract leg is posted by the Help Desk or for which the Help Desk has 
transmitted a transaction summary that does not conform to the requirements 
of this Rule shall be processed and given effect if it is not busted, but will be 
subject to appropriate disciplinary action in accordance with the Rules of the 
Exchange. 

(n) [(m)] Any Exchange of Contract for Related Position transaction in 
violation of the requirements of this Rule shall constitute conduct which is 
inconsistent with just and equitable principles of trade. 

415. Block Trading 

(a) If and to the extent permitted by the rules governing the applicable 
Contract, Trading Privilege Holders may enter into transactions outside the 
CBOE System, at prices mutually agreed, provided all of the following 
conditions are satisfied (such transactions, “Block Trades”):  

(i) Each buy or sell order underlying a Block Trade must 
(A) state explicitly that it is to be, or may be, executed by means of 
a Block Trade and (B) be for at least such minimum number of 
Contracts as will from time to time be specified by the Exchange; 
provided that only (x) a commodity trading advisor registered under 
the CEA, (y) an investment adviser registered as such with the 
Securities and Exchange Commission that is exempt from regulation 
under the CEA and Commission Regulations thereunder and (z) any 
Person authorized to perform functions similar or equivalent to 
those of a commodity trading advisor in any jurisdiction outside the 
United States of America, in each case with total assets under 
management exceeding US$25 million, may satisfy this requirement 
by aggregating orders for different accounts that are under 
management or control by such commodity trading advisor, 
investment adviser, or other Person.  Other than as provided in the 
foregoing sentence, orders for different accounts may not be 
aggregated to satisfy Block Trade size requirements.  For purposes 
of this Rule, if the Block Trade is executed as a spread order (as 
defined in Rule 404(g)) or as a strip (i.e., a transaction with legs in 
multiple contract months that are exclusively for the purchase or 
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exclusively for the sale of a Contract), the total quantity of the 
transaction and the quantity of each leg of the transaction must meet 
any designated minimum sizes applicable to those types of 
transactions that are set forth in the rules governing the relevant 
Contract. 

(ii) Each party to a Block Trade must qualify as an “eligible 
contract participant” (as such term is defined in Section 1a(12) of 
the CEA); provided that, if the Block Trade is entered into on behalf 
of Customers by (A) a commodity trading advisor registered under 
the Act, (B) an investment adviser registered as such with the 
Securities and Exchange Commission that is exempt from regulation 
under the Act and Commission Regulations thereunder or (C) any 
Person authorized to perform functions similar or equivalent to 
those of a commodity trading advisor in any jurisdiction outside the 
United States of America, in each case with total assets under 
management exceeding US$25 million, then only such commodity 
trading advisor or investment adviser, as the case may be, but not 
the individual Customers, need to so qualify. 

(b) The price at which a Block Trade is executed must be "fair and 
reasonable" in light of (i) the size of the Block Trade; (ii) the prices and sizes, 
at the relevant time, of orders in the order book for the same Contract, the 
same contract on other markets and similar or related contracts on the 
Exchange and other markets, including without limitation the underlying cash 
and futures markets; (iii) the prices and sizes, at the relevant time, of 
transactions in the same Contract, the same contract on other markets and 
similar or related contracts on the Exchange and other markets, including 
without limitation the underlying cash and futures markets; (iv) the 
circumstances of the parties to the Block Trade; and (v) whether the Block 
Trade is executed as a spread order or as a strip. 

The following guidelines shall apply in determining whether the execution 
price of a Block Trade that is not executed as a spread order or as a strip is 
"fair and reasonable."  These guidelines are general and may not be applicable 
in each instance.  Whether the execution price of a Block Trade is "fair and 
reasonable" depends upon the particular facts and circumstances. 

In the event the quantity present in the order book is greater or equal to the 
quantity needed to fill an order of the size of the Block Trade, it would 
generally be expected that the Block Trade price would be better than the 
price present in the order book.  In the event the quantity present in the order 
book is less than the quantity needed to fill an order of the size of the Block 
Trade, it would generally be expected that the Block Trade price would be 
relatively close to the price present in the order book and that the amount of 
the differential between the two prices would be smaller to the extent that the 
differential between the quantity present in the order book and the Block 
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Trade quantity is smaller. 

(c) Block Trades with respect to any Contract may occur during and 
outside of the Trading Hours set forth in the rules governing such Contract, 
unless otherwise specified in those rules.  Each party to a Block Trade shall 
comply with all applicable Rules of the Exchange other than those which by 
their terms only apply to trading through the CBOE System. 

(d) Each Block Trade shall be designated as such, and cleared through the 
Clearing Corporation as if it were a transaction executed through the CBOE 
System.  The Exchange will publicize information identifying the trade as a 
Block Trade and identifying the relevant Contract, contract month, price or 
premium, quantity for each Block Trade and, if applicable, the underlying 
commodity, whether the transaction involved a put or a call and the strike 
price immediately after such information has been reported to the Exchange. 

(e) Each Trading Privilege Holder that is party to a Block Trade shall 
record the following details on its order ticket: the Contract (including the 
delivery or expiry month) to which such Block Trade relates; the number of 
Contracts traded; the price of execution or premium; the time of execution 
(i.e., the time the parties agreed to the Block Trade); the identity of the 
counterparty; that the transaction is a Block Trade; and, if applicable, details 
regarding the Customer for which the Block Trade was executed, the 
underlying commodity, whether the transaction involved a put or a call and 
the strike price.  Every Trading Privilege Holder handling, executing, clearing 
or carrying Block Trades or positions shall identify and mark as such by 
appropriate symbol or designation all Block Trades or positions and all orders, 
records and memoranda pertaining thereto.  Upon request by the Exchange 
and within the time frame designated by the Exchange, such Trading Privilege 
Holder shall produce satisfactory evidence, including the order ticket referred 
to in the preceding sentence, that the Block Trade meets the requirements set 
forth in this Rule 415. 

(f) Each Trading Privilege Holder executing a side of a Block Trade must 
have at least one designated Person that is either a Trading Privilege Holder or 
a Related Party of a Trading Privilege Holder and is pre-authorized by a 
Clearing Member to report Block Trades on behalf of the Trading Privilege 
Holder ("Authorized Reporter").  If an entity designated as an Authorized 
Reporter reports a Block Trade, the report must be made by a Related Party of 
that entity.  Only an Authorized Reporter of a Trading Privilege Holder will 
be allowed to report a Block Trade on behalf of that Trading Privilege Holder.  
A Clearing Member that authorizes an Authorized Reporter to report Block 
Trades on behalf of a Trading Privilege Holder accepts responsibility for all 
such transactions reported to the Exchange by that Authorized Reporter on 
behalf of the Trading Privilege Holder.  Any designation of an Authorized 
Reporter or revocation of a previous designation of an Authorized Reporter, 
including any termination of the guarantee provided for in the preceding 
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sentence, must be made in a form and manner prescribed by the Exchange and 
shall become effective as soon as the Exchange is able to process the 
designation or revocation. 

(g) Each party to a Block Trade is obligated to have an Authorized 
Reporter call the Help Desk after the transaction is agreed upon to notify the 
Exchange of the terms of the transaction.  For this purpose, agreement to the 
transaction includes, without limitation, agreement to the actual price or 
premium of the Block Trade (except in the case of a TAS Block Trade that is 
permitted by the rules governing the relevant Contract, in which case 
agreement to the transaction includes, without limitation, agreement upon 
whether the price or premium of the Block Trade will be the daily settlement 
price or an agreed upon differential above or below the daily settlement price).  
Unless otherwise specified in the rules governing the relevant Contract, 

(i) if the transaction is agreed upon between the time that 
Trading Hours commence in the relevant Contract and 3:15 p.m. 
Chicago time, this notification to the Help Desk shall be made 
without delay and by no later than ten minutes after the transaction 
is agreed upon (in which event the Help Desk will report the 
transaction and provide a written transaction summary on that day 
pursuant to paragraph (i) below); 

(ii) if the transaction is agreed upon between 3:15 p.m. 
Chicago time and 3:25 p.m. Chicago time, this notification to the 
Help Desk shall be made either 

(A) on the day the transaction is agreed upon by no later 
than 3:25 p.m. Chicago time (in which event the Help Desk will 
report the transaction and provide a written transaction summary 
on that day pursuant to paragraph (i) below) or 

(B) on the following Business Day by no later than ten 
minutes from the time that Trading Hours commence in the 
relevant Contract (in which event the Help Desk will report the 
transaction and provide a written transaction summary on that 
Business Day pursuant to paragraph (i) below); and 

(iii) if the transaction is agreed upon after 3:25 p.m. 
Chicago time and prior to the time that Trading Hours commence in 
the relevant Contract on the following Business Day, this 
notification to the Help Desk shall be made on that following 
Business Day by no later than ten minutes from the time that 
[regular] Trading Hours commence in the relevant Contract (in 
which event the Help Desk will report the transaction and provide a 
written transaction summary on that Business Day pursuant to 
paragraph (i) below). 
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(h) The notification to the Help Desk with respect to a Block Trade shall 
include the relevant Contract, contract month, price or premium, quantity, 
time of execution (i.e., the time the parties agreed to the Block Trade), 
counterparty Clearing Member and, if applicable, the underlying commodity, 
whether the transaction involved a put or a call and the strike price, and any 
other information that is required by the Exchange.  After the notification of a 
Block Trade has been provided to the Help Desk, the terms of the Block Trade 
may not be changed and the Block Trade may not be cancelled (provided, 
however, that corrections to any inaccuracies in the transaction summary of 
the Block Trade provided by the Help Desk may be made as provided in 
paragraph (i) below). 

(i) The Help Desk will report both sides of the Block Trade to the CBOE 
System and provide a written transaction summary to the Authorized 
Reporters that reported the Block Trade to the Help Desk on behalf of each 
party to the Block Trade.  The transaction summary will include the trade 
information reported to the Help Desk by the Authorized Reporters and any 
other relevant information included by the Help Desk.  The Authorized 
Reporters and the parties to the Block Trade shall have thirty minutes from the 
time the Help Desk transmits the transaction summary to Authorized 
Reporters to notify the Help Desk of any inaccuracies in the content of the 
transaction summary and of the corrections to any inaccurate information.  It 
is the responsibility of the buying and selling Trading Privilege Holders to 
effect any subsequent allocations or necessary updates to non-critical 
matching fields utilizing a post-trade processing system designated by the 
Exchange. 

(j) A Trading Privilege Holder may execute an Order placed for a non-
discretionary Customer account by means of a Block Trade only if the 
Customer has previously consented thereto.  This consent may be obtained on 
either a trade-by-trade basis or for all such Orders. 

(k) The Help Desk may review a Block Trade for compliance with the 
requirements of this Rule and may determine not to permit the Block Trade to 
be consummated, or may bust a Block Trade that has been posted or for which 
the Help Desk has transmitted a transaction summary, if the Help Desk 
determines that the Block Trade does not conform with those requirements. 

(l) The posting of a Block Trade by the Help Desk or the transmission by 
the Help Desk of a transaction summary for a Block Trade does not constitute 
a determination by the Exchange that the Block Trade was effected in 
conformity with the requirements of this Rule.  A Block Trade that is posted 
by the Help Desk or for which the Help Desk has transmitted a transaction 
summary that does not conform to the requirements of this Rule shall be 
processed and given effect if it is not busted but will be subject to appropriate 
disciplinary action in accordance with the Rules of the Exchange. 
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(m) Any Block Trade in violation of the requirements of this Rule shall 
constitute conduct which is inconsistent with just and equitable principles of 
trade. 

* * * * * 

417A. Market-Wide Trading Halts Due to Extraordinary Market Volatility 

(a) The Exchange will halt trading in all Contracts and shall not reopen for 
the time periods specified in this Rule if there is a Level 1, 2 or 3 Market 
Decline. 

(b) For purposes of this Rule: 

(i) A “Market Decline” means a decline in price of the 
S&P 500 Index between 8:30 a.m. and 3:00 p.m. (all times are CT) 
on a trading day as compared to the closing price of the S&P 500 
Index for the immediately preceding trading day.  The Level 1, 
Level 2 and Level 3 Market Declines that will be applicable for the 
trading day will be the levels publicly disseminated by securities 
information processors. 

(ii) A “Level 1 Market Decline” means a Market Decline of 
7%. 

(iii) A “Level 2 Market Decline” means a Market Decline of 
13%. 

(iv) A “Level 3 Market Decline” means a Market Decline of 
20%. 

(b) Halts in Trading: 

(i) If a Level 1 or Level 2 Market Decline occurs after 8:30 
a.m. and up to and including 2:25 p.m. or, in the case of an early 
scheduled close, 11:25 a.m., the Exchange shall halt trading in all 
Contracts for 15 minutes after a Level 1 or Level 2 Market Decline.  
The Exchange shall halt trading based on a Level 1 or Level 2 Market 
Decline only once per trading day.  The Exchange will not halt trading 
if a Level 1 or Level 2 Market Decline occurs after 2:25 p.m. or, in the 
case of an early scheduled close, 11:25 a.m. 

(ii) If a Level 3 Market Decline occurs at any time during 
the trading day, the Exchange shall halt trading in all Contracts until 
the next trading day. 

(c) If a circuit breaker is initiated in all Contracts due to a Level 1 or 
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Level 2 Market Decline, the Exchange may resume trading in each Contract 
anytime after the 15-minute halt period. 

(d) This Rule shall become effective on February 4, 2013. 

(e) Nothing in this Rule shall be construed to limit the ability of the 
Exchange to halt or suspend trading in any Contract pursuant to any other 
Exchange rule or policy. 

418. Emergencies 

  (a) – (c)  No change.   
 

(d)  Notification and Recording.  The Exchange will [telephonically] notify 
the Commission of:  (i) any rule placed into effect pursuant to paragraph (a) 
above as soon as practicable after the decision is made to implement the rule 
and (ii) any action taken in response to an Emergency or Physical Emergency 
pursuant to paragraphs (a) or (b) above (other than the declaration of a fast 
market in a Contract) as soon as practicable after the action is taken.  The 
Exchange will submit to the Commission any rule placed into effect pursuant 
to paragraph (a) above, and information on all regulatory actions carried out 
by the Exchange pursuant to this Rule 418, in accordance with Commission 
Regulation § 40.6.  The decision-making process with respect to, and the 
reasons for, any action taken pursuant to this Rule 418 will be recorded in 
writing. 
 
(e) No change.  

    
* * * * * 

501. Books and Records 

(a) Each Trading Privilege Holder and Clearing Member shall prepare and 
keep current all books, ledgers and other similar records required to be kept by 
it pursuant to the CEA, Commission Regulations, the Exchange Act, 
Exchange Act Regulations, and the Rules of the Exchange, and shall prepare 
and keep current such other books and records and adopt such forms as the 
Exchange may from time to time prescribe.  Such books and records shall 
include, without limitation, records of the activity, positions and transactions 
of each Trading Privilege Holder and Clearing Member in the underlying 
commodity or reference market and related derivatives markets in relation to a 
Contract.  Such books and records shall be made available to the Exchange 
upon request in a form and manner prescribed by the Exchange and within the 
time frame designated by the Exchange. 

(b) With respect to each order, bid, offer or other message transmitted to 
the CBOE System by an Authorized Trader of a Trading Privilege Holder, the 
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Trading Privilege Holder shall keep a record of which Authorized Trader of 
the Trading Privilege Holder caused that order, bid, offer or other message to 
be transmitted to the CBOE System. 

(c) If a Contract listed on the Exchange is settled by reference to the price 
of a contract or commodity traded in another venue, including a price or index 
derived from prices on another designated contract market, Trading Privilege 
Holders shall make available to the Exchange upon request in a form and 
manner prescribed by the Exchange and within the time frame designated by 
the Exchange information and their books and records regarding their 
activities in the reference market. 

502. Inspection and Delivery 

Each Trading Privilege Holder and Clearing Member shall keep all 
books and records required to be kept by it pursuant to the Rules of the Exchange for 
a period of five years from the date on which they are first prepared, unless otherwise 
provided in the Rules of the Exchange or required by law.  Such books and records 
shall be readily accessible during the first two years of such five-year period.  During 
such five-year period, all such books and records shall be made available for 
inspection by, and copies thereof shall be delivered to, the Exchange and its 
authorized representatives upon request in a form and manner prescribed by the 
Exchange and within the time frame designated by the Exchange and its authorized 
representatives. 

* * * * * 
 
503A. Reporting by Futures Commission Merchants and Introducing Brokers 

(a) Each Trading Privilege Holder that is a Futures Commission Merchant 
or Introducing Broker shall, in a form and manner prescribed by the 
Exchange, concurrently file with the Exchange a copy of all Form 1-FR-FCM, 
Form 1-FR-IB or FOCUS Report Part II, IIA or Part II CSE submissions, as 
applicable, made by the Trading Privilege Holder. 

(b) Each Trading Privilege Holder that is a Futures Commission Merchant 
and (i) is not Clearing Member or (ii) is a Clearing Member that utilizes 
another Clearing Member for purposes of clearing Exchange Contracts shall, 
in a form and manner prescribed by the Exchange, provide a report to the 
Exchange on a daily basis which sets forth the positions, if any, in Exchange 
Contracts of the Trading Privilege Holder’s customers held by any Clearing 
Member in the customer range at the Clearing Corporation. 

* * * * * 
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Schedule A to Chapter 5 

Margin Levels for Offsetting Positions 

* * * * * 

Appendix to Chapter 5 

518. Compliance with Minimum Financial Requirements, Financial Reporting 
Requirements, and Requirements Relating to Protection of Customer Funds 

Without limiting the generality and applicability of the prior Rules in 
Chapter 5, any other Rules of the Exchange (including, without limitation, Rules 501, 
502, 503, 505, 506, 604, and 605), and Applicable Law, Trading Privilege Holders 
shall comply with the Commission Regulations relating to minimum financial 
requirements, financial reporting requirements, and protection of customer funds that 
are set forth in this Appendix to Chapter 5 to the extent that Trading Privilege 
Holders are subject to those Commission Regulations.  To the extent that any of the 
Commission Regulations set forth in this Appendix to Chapter 5 are amended from 
time to time by the Commission, Trading Privilege Holders are required to comply 
with the Commission Regulations as amended, to the extent applicable, regardless of 
whether the Exchange has yet amended this Appendix to Chapter 5 to incorporate the 
amendments. 

519. Compliance with Commission Regulation 1.10 - Financial Reports of Futures 
Commission Merchants and Introducing Brokers 

Any Trading Privilege Holder subject to Commission Regulation 1.10 
that violates Commission Regulation 1.10 shall be deemed to have violated this Rule 
519.  Commission Regulation 1.10 is set forth below and incorporated into this Rule 
519. 

Commission Regulation 1.10 - Financial reports of futures commission merchants and introducing 
brokers. 

(a) Application for registration. (1) Except as otherwise provided, a futures commission merchant or 
an applicant for registration as a futures commission merchant, in order to satisfy any requirement in 
this part that it file a Form 1-FR, must file a Form 1-FR-FCM, and any reference in this part to Form 1-
FR with respect to a futures commission merchant or applicant therefor shall be deemed to be a 
reference to Form 1-FR-FCM. Except as otherwise provided, an introducing broker or an applicant for 
registration as an introducing broker, in order to satisfy any requirement in this part that it file a Form 
1-FR, must file a Form 1-FR-IB, and any reference in this part to Form 1-FR with respect to an 
introducing broker or applicant therefor shall be deemed to be a reference to Form 1-FR-IB. 

(2) (i) (A) Except as provided in paragraphs (a)(3) and (h) of this section, each person who files an 
application for registration as a futures commission merchant and who is not so registered at the time 
of such filing, must, concurrently with the filing of such application, file either: 

( 1 ) A Form 1-FR-FCM certified by an independent public accountant in accordance with §1.16 as of 
a date not more than 45 days prior to the date on which such report is filed; or 
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( 2 ) A Form 1-FR-FCM as of a date not more than 17 business days prior to the date on which such 
report is filed and a Form 1-FR-FCM certified by an independent public accountant in accordance 
with §1.16 as of a date not more than one year prior to the date on which such report is filed. 

(B) Each such person must include with such financial report a statement describing the source of his 
current assets and representing that his capital has been contributed for the purpose of operating his 
business and will continue to be used for such purpose. 

(ii) (A) Except as provided in paragraphs (a)(3) and (h) of this section, each person who files an 
application for registration as an introducing broker and who is not so registered at the time of such 
filing, must, concurrently with the filing of such application, file either: 

( 1 ) A Form 1-FR-IB certified by an independent public accountant in accordance with §1.16 as of a 
date not more than 45 days prior to the date on which such report is filed; 

( 2 ) A Form 1-FR-IB as of a date not more than 17 business days prior to the date on which such 
report is filed and a Form 1-FR-IB certified by an independent public accountant in accordance with 
§1.16 as of a date not more than one year prior to the date on which such report is filed; 

( 3 ) A Form 1-FR-IB as of a date not more than 17 business days prior to the date on which such 
report is filed, Provided, however, that such applicant shall be subject to a review by the applicant's 
designated self-regulatory organization within six months of registration; or 

( 4 ) A guarantee agreement. 

(B) Each person filing in accordance with paragraphs (a)(2)(ii)(A) ( 1 ), ( 2 ) or ( 3 ) of this section 
must include with such financial report a statement describing the source of his current assets and 
representing that his capital has been contributed for the purpose of operating his business and will 
continue to be used for such purpose. 

(3)(i) The provisions of paragraph (a)(2) of this section do not apply to any person succeeding to and 
continuing the business of another futures commission merchant. Each such person who files an 
application for registration as a futures commission merchant and who is not so registered in that 
capacity at the time of such filing must file a Form 1-FR-FCM as of the first month end following the 
date on which his registration is approved. Such report must be filed with the National Futures 
Association, the Commission and the designated self-regulatory organization, if any, not more than 
17 business days after the date for which the report is made. 

(ii) The provisions of paragraph (a)(2) of this section do not apply to any person succeeding to and 
continuing the business of another introducing broker. 

(A) Each such person who succeeds to and continues the business of an introducing broker which 
was not operating pursuant to a guarantee agreement, or which was operating pursuant to a 
guarantee agreement and was also a securities broker or dealer at the time of succession, who files 
an application for registration as an introducing broker, and who is not so registered in that capacity at 
the time of such filing, must file with the National Futures Association either a guarantee agreement 
with his application for registration or a Form 1-FR-IB as of the first month end following the date on 
which his registration is approved. Such Form 1-FR-IB must be filed not more than 17 business days 
after the date for which the report is made. 

(B) Each such person who succeeds to and continues the business of an introducing broker which 
was operating pursuant to a guarantee agreement and which was not also a securities broker or 
dealer at the time of succession, who files an application for registration as an introducing broker, and 
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who is not so registered in that capacity at the time of such filing, must file with the National Futures 
Association either a guarantee agreement or a Form 1-FR-IB with his application for registration. If 
such person files a Form 1-FR-IB with his application for registration, such person must also file a 
Form 1-FR-IB, certified by an independent public accountant, as of a date no later than the end of the 
month registration is granted. The Form 1-FR-IB certified by an independent public accountant must 
be filed with the National Futures Association not more than 45 days after the date for which the 
report is made. 

(b) Filing of financial reports. (1)(i) Except as provided in paragraphs (b)(3) and (h) of this section, 
each person registered as a futures commission merchant must file a Form 1-FR-FCM as of the close 
of business each month. Each Form 1-FR-FCM must be filed no later than 17 business days after the 
date for which the report is made. 

(ii) In addition to the monthly financial reports required by paragraph (b)(1)(i) of this section, each 
person registered as a futures commission merchant must file a Form 1-FR-FCM as of the close of its 
fiscal year, which must be certified by an independent public accountant in accordance with §1.16, 
and must be filed no later than 90 days after the close of the futures commission merchant's fiscal 
year: Provided, however, that a registrant which is registered with the Securities and Exchange 
Commission as a securities broker or dealer must file this report not later than the time permitted for 
filing an annual audit report under §240.17a–5(d)(5) of this title. 

(2)(i) Except as provided in paragraphs (b)(3) and (h) of this section, and except for an introducing 
broker operating pursuant to a guarantee agreement which is not also a securities broker or dealer, 
each person registered as an introducing broker must file a Form 1–FR–IB semiannually as of the 
middle and the close of each fiscal year. Each Form 1–FR–IB must be filed no later than 17 business 
days after the date for which the report is made. 

(ii)(A) In addition to the financial reports required by paragraph (b)(2)(i) of this section, each person 
registered as an introducing broker must file a Form 1–FR–IB as of the close of its fiscal year which 
must be certified by an independent public accountant in accordance with §1.16 no later than 90 days 
after the close of each introducing broker's fiscal year: Provided, however , that a registrant which is 
registered with the Securities and Exchange Commission as a securities broker or dealer must file 
this report not later than the time permitted for filing an annual audit report under §240.17a–5(d)(5) of 
this title. 

(B) If an introducing broker has filed previously a Form 1-FR-IB, certified by an independent public 
accountant in accordance with the provisions of paragraphs (a)(2)(ii) or (j)(8) of this section and §1.16 
of this part, as of a date not more than one year prior to the close of such introducing broker's fiscal 
year, it need not have certified by an independent public accountant the Form 1-FR-IB filed as of the 
introducing broker's first fiscal year-end following the as of date of its initial certified Form 1-FR-IB. In 
such a case, the introducing broker's Form 1-FR-IB filed as of the close of the second fiscal year-end 
following the as of date of its initial certified Form 1-FR-IB must cover the period of time between 
those two dates and must be certified by an independent public accountant in accordance with §1.16 
of this part. 

(3) The provisions of paragraphs (b)(1) and (b)(2) of this section may be met by any person 
registered as a futures commission merchant or as an introducing broker who is a member of a 
designated self-regulatory organization and conforms to minimum financial standards and related 
reporting requirements set by such designated self-regulatory organization in its bylaws, rules, 
regulations, or resolutions and approved by the Commission pursuant to Section 4f(b) of the Act and 
§1.52: Provided, however , That each such registrant shall promptly file with the Commission a true 
and exact copy of each financial report which it files with such designated self-regulatory 
organization. 



Page 34 of 255 
 
 

 

(4) Upon receiving written notice from any representative of the National Futures Association, the 
Commission or any self-regulatory organization of which it is a member, an applicant or registrant, 
except an applicant for registration as an introducing broker which has filed concurrently with its 
application for registration a guarantee agreement and which is not also a securities broker or dealer, 
must, monthly or at such times as specified, furnish the National Futures Association, the 
Commission or the self-regulatory organization requesting such information a Form 1–FR or such 
other financial information as requested by the National Futures Association, the Commission or the 
self-regulatory organization. Each such Form 1–FR or such other information must be furnished 
within the time period specified in the written notice, and in accordance with the provisions of 
paragraph (c) of this section. 

(c) Where to file reports. (1) Form 1–FR filed by an introducing broker pursuant to paragraph (b)(2) of 
this section need be filed only with, and will be considered filed when received by, the National 
Futures Association. Other reports or information provided for in this section will be considered filed 
when received by the regional office of the Commission with jurisdiction over the state in which the 
registrant's principal place of business is located and by the designated self-regulatory organization, if 
any; and reports or other information required to be filed by this section by an applicant for 
registration will be considered filed when received by the National Futures Association. Any report or 
information filed with the National Futures Association pursuant to this paragraph shall be deemed for 
all purposes to be filed with, and to be the official record of, the Commission. 

(2)(i) Except as provided in the last sentence of this subparagraph, all filings or other notices 
prepared by a futures commission merchant pursuant to this section may be submitted to the 
Commission in electronic form using a form of user authentication assigned in accordance with 
procedures established by or approved by the Commission, and otherwise in accordance with 
instructions issued by or approved by the Commission, if the futures commission merchant or a 
designated self-regulatory organization has provided the Commission with the means necessary to 
read and to process the information contained in such report. A Form 1–FR required to be certified by 
an independent public accountant in accordance with §1.16 which is filed by a futures commission 
merchant must be filed in paper form and may not be filed electronically. 

(ii) Except as provided in paragraph (h) of this section, all filings or other notices or applications 
prepared by an introducing broker or applicant for registration as an introducing broker or futures 
commission merchant pursuant to this section must be filed electronically in accordance with 
electronic filing procedures established by the National Futures Association. In the case of a Form 1–
FR–IB that is required to be certified by an independent public accountant in accordance with §1.16, 
a paper copy of any such filing with the original manually signed certification must be maintained by 
the introducing broker or applicant for registration as an introducing broker in accordance with §1.31. 

(3) Any information required of a registrant by a self-regulatory organization pursuant to paragraph 
(b)(4) of this section need be furnished only to such self-regulatory organization and the Commission, 
and any information required of an applicant by the National Futures Association pursuant to 
paragraph (b)(4) of this section need be furnished only to the National Futures Association and the 
Commission. 

(4) Any guarantee agreement entered into between a futures commission merchant and an 
introducing broker in accordance with the provisions of this section need be filed only with, and will be 
considered filed when received by, the National Futures Association. 

(d) Contents of financial reports. (1) Each Form 1–FR filed pursuant to this §1.10 which is not 
required to be certified by an independent public accountant must be completed in accordance with 
the instructions to the form and contain: 

(i) A statement of financial condition as of the date for which the report is made; 
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(ii) Statements of income (loss) and a statement of changes in ownership equity for the period 
between the date of the most recent statement of financial condition filed with the Commission and 
the date for which the report is made; 

(iii) A statement of changes in liabilities subordinated to claims of general creditors for the period 
between the date of the most recent statement of financial condition filed with the Commission and 
the date for which the report is made; 

(iv) A statement of the computation of the minimum capital requirements pursuant to §1.17 as of the 
date for which the report is made; 

(v) For a futures commission merchant only, the statements of segregation requirements and funds in 
segregation for customers trading on U.S. commodity exchanges and for customers' dealer options 
accounts, and the statement of secured amounts and funds held in separate accounts for foreign 
futures and foreign options customers in accordance with §30.7 of this chapter as of the date for 
which the report is made; and 

(vi) In addition to the information expressly required, such further material information as may be 
necessary to make the required statements and schedules not misleading. 

(2) Each Form 1–FR filed pursuant to this §1.10 which is required to be certified by an independent 
public accountant must be completed in accordance with the instructions to the form and contain: 

(i) A statement of financial condition as of the date for which the report is made; 

(ii) Statements of income (loss), cash flows, changes in ownership equity, and changes in liabilities 
subordinated to claims of general creditors, for the period between the date of the most recent 
certified statement of financial condition filed with the Commission and the date for which the report is 
made: Provided, That for an applicant filing pursuant to paragraph (a)(2) of this section the period 
must be the year ending as of the date of the statement of financial condition; 

(iii) A statement of the computation of the minimum capital requirements pursuant to §1.17 as of the 
date for which the report is made; 

(iv) For a futures commission merchant only, the statements of segregation requirements and funds 
in segregation for customers trading on U.S. commodity exchanges and for customers' dealer options 
accounts, and the statement of secured amounts and funds held in separate accounts for foreign 
futures and foreign options customers in accordance with §30.7 of this chapter as of the date for 
which the report is made; 

(v) Appropriate footnote disclosures; 

(vi) A reconciliation, including appropriate explanations, of the statement of the computation of the 
minimum capital requirements pursuant to §1.17 and, for a futures commission merchant only, the 
statements of segregation requirements and funds in segregation for customers trading on U.S. 
commodity exchanges and for customers' dealer option accounts, and the statement of secured 
amounts and funds held in separate accounts for foreign futures and foreign options customers in 
accordance with §30.7 of this chapter, in the certified Form 1–FR with the applicant's or registrant's 
corresponding uncertified most recent Form 1–FR filing when material differences exist or, if no 
material differences exist, a statement so indicating; and 

(vii) In addition to the information expressly required, such further material information as may be 
necessary to make the required statements not misleading. 
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(3) The statements required by paragraphs (d)(2)(i) and (d)(2)(ii) of this section may be presented in 
accordance with generally accepted accounting principles in the certified reports filed as of the close 
of the registrant's fiscal year pursuant to paragraphs (b)(1)(ii) or (b)(2)(ii) of this section or 
accompanying the application for registration pursuant to paragraph (a)(2) of this section, rather than 
in the format specifically prescribed by these regulations: Provided, the statement of financial 
condition is presented in a format as consistent as possible with the Form 1–FR and a reconciliation 
is provided reconciling such statement of financial condition to the statement of the computation of 
the minimum capital requirements pursuant to §1.17. Such reconciliation must be certified by an 
independent public accountant in accordance with §1.16. 

(4) Attached to each Form 1–FR filed pursuant to this section must be an oath or affirmation that to 
the best knowledge and belief of the individual making such oath or affirmation the information 
contained in the Form 1–FR is true and correct. The individual making such oath or affirmation must 
be: 

(i) If the registrant or applicant is a sole proprietorship, the proprietor; if a partnership, any general 
partner; if a corporation, the chief executive officer or chief financial officer; and, if a limited liability 
company or limited liability partnership, the chief executive officer, the chief financial officer, the 
manager, the managing member, or those members vested with the management authority for the 
limited liability company or limited liability partnership; or 

(ii) If the registrant or applicant is registered with the Securities and Exchange Commission as a 
securities broker or dealer, the representative authorized under §240.17a–5 of this title to file for the 
securities broker or dealer its Financial and Operational Combined Uniform Single Report under the 
Securities Exchange Act of 1934, part II, part IIA, or part II CSE. 

(iii) In the case of a Form 1–FR filed via electronic transmission in accordance with procedures 
established by or approved by the Commission, such transmission must be accompanied by the user 
authentication assigned to the authorized signer under such procedures, and the use of such user 
authentication will constitute and become a substitute for the manual signature of the authorized 
signer for the purpose of making the oath or affirmation referred to in this paragraph. 

(e) Election of fiscal year. (1) An applicant wishing to establish a fiscal year other than the calendar 
year may do so by notifying the National Futures Association of its election of such fiscal year, in 
writing, concurrently with the filing of the Form 1–FR pursuant to paragraph (a)(2) of this section, but 
in no event may such fiscal year end more than one year from the date of the Form 1–FR filed 
pursuant to paragraph (a)(2) of this section. An applicant that does not so notify the National Futures 
Association will be deemed to have elected the calendar year as its fiscal year. 

(2) (i) A registrant must continue to use its elected fiscal year, calendar or otherwise, unless a change 
in such fiscal year has been approved pursuant to this paragraph (e)(2). 

(ii) Futures commission merchant registrants. (A) A futures commission merchant may file with its 
designated self-regulatory organization an application to change its fiscal year, a copy of which the 
registrant must file with the Commission. The application shall be approved or denied in writing by the 
designated self-regulatory organization. The registrant must file immediately with the Commission a 
copy of any notice it receives from the designated self-regulatory organization to approve or deny the 
registrant's application to change its fiscal year. A written notice of approval shall become effective 
upon the filing by the registrant of a copy with the Commission, and a written notice of denial shall be 
effective as of the date of the notice. 

(B) A futures commission merchant that is registered with the Securities and Exchange Commission 
as a securities broker or dealer may file with its designated self-regulatory organization copies of any 
notice or application filed with its designated examining authority, pursuant to §240.17a–5(d)(1)(i) of 
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this title, for a change in fiscal year or “as of” date for its annual audited financial statement. The 
registrant must also file immediately with the designated self-regulatory organization and the 
Commission copies of any notice it receives from its designated examining authority to approve or 
deny the registrant's request for change in fiscal year or “as of” date. Upon the receipt by the 
designated self-regulatory organization and the Commission of copies of any such notice of approval, 
the change in fiscal year or “as of” date referenced in the notice shall be deemed approved under this 
paragraph (e)(2). 

(C) Any copy that under this paragraph (e)(2) is required to be filed with the Commission shall be filed 
with the regional office of the Commission with jurisdiction over the state in which the registrant's 
principal place of business is located, and any copy or application to be filed with the designated self-
regulatory organization shall be filed at its principal place of business. 

(iii) Introducing broker registrants. (A) An introducing broker may file with the National Futures 
Association an application to change its fiscal year, which shall be approved or denied in writing. 

(B) An introducing broker that is registered with the Securities and Exchange Commission as a 
securities broker or dealer may file with the National Futures Association copies of any notice or 
application filed with its designated examining authority, pursuant to §240.17a–5(d)(1)(i) of this title, 
for a change in fiscal year or “as of” date for its annual audited financial statement. The registrant 
must also file immediately with the National Futures Association copies of any notice it receives from 
its designated examining authority to approve or deny the registrant's request for change in fiscal year 
or “as of” date. Upon the receipt by the National Futures Association of copies of any such notice of 
approval, the change in fiscal year or “as of” date referenced in the notice shall be deemed approved 
under this paragraph (e)(2). 

(f) Extension of time for filing uncertified reports. (1) In the event a registrant finds that it cannot file its 
Form 1–FR, or, in accordance with paragraph (h) of this section, its Financial and Operational 
Combined Uniform Single Report under the Securities Exchange Act of 1934, part II, part IIA, or part 
II CSE (FOCUS report), for any period within the time specified in paragraphs (b)(1)(i) or (b)(2)(i) of 
this section without substantial undue hardship, it may request approval for an extension of time, as 
follows: 

(i) Futures commission merchant registrants . (A) A futures commission merchant may file with its 
designated self-regulatory organization an application for extension of time, a copy of which the 
registrant must file with the Commission. The application shall be approved or denied in writing by the 
designated self-regulatory organization. The registrant must file immediately with the Commission a 
copy of any notice it receives from the designated self-regulatory organization to approve or deny the 
registrant's request for extension of time. A written notice of approval shall become effective upon the 
filing by the registrant of a copy with the Commission, and a written notice of denial shall be effective 
as of the date of the notice. 

(B) A futures commission merchant that is registered with the Securities and Exchange Commission 
as a securities broker or dealer may file with its designated self-regulatory organization a copy of any 
application that the registrant has filed with its designated examining authority, pursuant to §240.17–
a5(l)(5) of this title, for an extension of time to file its FOCUS report. The registrant must also file 
immediately with the designated self-regulatory organization and the Commission copies of any 
notice it receives from its designated examining authority to approve or deny the requested extension 
of time. Upon receipt by the designated self-regulatory organization and the Commission of copies of 
any such notice of approval, the requested extension of time referenced in the notice shall be 
deemed approved under this paragraph (f)(1). 

(C) Any copy that under this subparagraph (f)(1)(i) is required to be filed with the Commission shall be 
filed with the regional office of the Commission with jurisdiction over the state in which the registrant's 
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principal place of business is located. 

(ii) Introducing broker registrants . (A) An introducing broker may file with the National Futures 
Association an application for extension of the time, which shall be approved or denied in writing. 

(B) An introducing broker that is registered with the Securities and Exchange Commission as a 
securities broker or dealer may file with the National Futures Association copies of any application 
that the registrant has filed with its designated examining authority, pursuant to §240.17–a5(l)(5) of 
this title, for an extension of time to file its FOCUS report. The registrant must also file immediately 
with the National Futures Association copies of any notice it receives from its designated examining 
authority to approve or deny the requested extension of time. Upon the receipt by the National 
Futures Association of a copy of any such notice of approval, the requested extension of time 
referenced in the notice shall be deemed approved under this paragraph (f)(1)(ii). 

(2) In the event an applicant finds that it cannot file its report for any period within the time specified in 
paragraph (b)(4) of this section without substantial undue hardship, it may file with the National 
Futures Association an application for an extension of time to a specified date which may not be more 
than 90 days after the date as of which the financial statements were to have been filed. The 
application must state the reasons for the requested extension and must contain an agreement to file 
the report on or before the specified date. The application must be received by the National Futures 
Association before the time specified in paragraph (b)(4) of this section for filing the report. Notice of 
such application must be filed with the regional office of the Commission with jurisdiction over the 
state in which the applicant's principal place of business is located concurrently with the filing of such 
application with the National Futures Association. Within ten calendar days after receipt of the 
application for an extension of time, the National Futures Association shall: 

(i) Notify the applicant of the grant or denial of the requested extension; or 

(ii) Indicate to the applicant that additional time is required to analyze the request, in which case the 
amount of time needed will be specified. 

(g) Public availability of reports. (1) Forms 1–FR filed pursuant to this section, and FOCUS reports 
filed in lieu of Forms 1–FR pursuant to paragraph (h) of this section, will be treated as exempt from 
mandatory public disclosure for purposes of the Freedom of Information Act and the Government in 
the Sunshine Act and parts 145 and 147 of this chapter, except for the information described in 
paragraph (g)(2) of this section. 

(2) The following information in Forms 1–FR, and the same or equivalent information in FOCUS 
reports filed in lieu of Forms 1–FR, will be publicly available: 

(i) The amount of the applicant's or registrant's adjusted net capital; the amount of its minimum net 
capital requirement under §1.17 of this chapter; and the amount of its adjusted net capital in excess 
of its minimum net capital requirement; and 

(ii) The following statements and footnote disclosures thereof: the Statement of Financial Condition in 
the certified annual financial reports of futures commission merchants and introducing brokers; the 
Statements (to be filed by a futures commission merchant only) of Segregation Requirements and 
Funds in Segregation for customers trading on U.S. commodity exchanges and for customers' dealer 
options accounts, and the Statement (to be filed by a futures commission merchant only) of Secured 
Amounts and Funds held in Separate Accounts for foreign futures and foreign options customers in 
accordance with §30.7 of this chapter. 

(3) [Reserved] 
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(4) All information that is exempt from mandatory public disclosure under paragraph (g)(1) of this 
section will, however, be available for official use by any official or employee of the United States or 
any State, by any self-regulatory organization of which the person filing such report is a member, by 
the National Futures Association in the case of an applicant, and by any other person to whom the 
Commission believes disclosure of such information is in the public interest. Nothing in this paragraph 
(g) will limit the authority of any self-regulatory organization to request or receive any information 
relative to its members' financial condition. 

(5) The independent accountant's opinion and a guarantee agreement filed pursuant to this section 
will be deemed public information. 

(h) Filing option available to a futures commission merchant or an introducing broker that is also a 
securities broker or dealer. Any applicant or registrant which is registered with the Securities and 
Exchange Commission as a securities broker or dealer may comply with the requirements of this 
section by filing (in accordance with paragraphs (a), (b), (c), and (j) of this section) a copy of its 
Financial and Operational Combined Uniform Single Report under the Securities Exchange Act of 
1934, Part II, Part IIA, or Part II CSE (FOCUS Report), in lieu of Form 1–FR; Provided, however , 
That all information which is required to be furnished on and submitted with Form 1–FR is provided 
with such FOCUS Report; and Provided, further , That a certified FOCUS Report filed by an 
introducing broker or applicant for registration as an introducing broker in lieu of a certified Form 1–
FR–IB must be filed according to National Futures Association rules, either in paper form or 
electronically, in accordance with procedures established by the National Futures Association, and if 
filed electronically, a paper copy of such filing with the original manually signed certification must be 
maintained by such introducing broker or applicant in accordance with §1.31. 

(i) Filing option available to an introducing broker or applicant for registration as an introducing broker 
which is also a country elevator. Any introducing broker or applicant for registration as an introducing 
broker which is also a country elevator but which is not also a securities broker or dealer may comply 
with the requirements of this section by filing (in accordance with paragraphs (a), (b) and (c) of this 
section) a copy of a financial report prepared by a grain commission firm which has been authorized 
by the Deputy Vice President of the Commodity Credit Corporation of the United States Department 
of Agriculture to provide a compilation report of financial statements of warehousemen for purposes 
of Uniform Grain Storage Agreements, and which complies with the standards for independence set 
forth in §1.16(b)(2) with respect to the registrant or applicant: Provided, however, That all information 
which is required to be furnished on and submitted with Form 1–FR is provided with such financial 
report, including a statement of the computation of the minimum capital requirements pursuant to 
§1.17: And, provided further, That the balance sheet is presented in a format as consistent as 
possible with the Form 1–FR and a reconciliation is provided reconciling such balance sheet to the 
statement of the computation of the minimum capital requirements pursuant to §1.17. Attached to 
each financial report filed pursuant to this paragraph (i) must be an oath or affirmation that to the best 
knowledge and belief of the individual making such oath or affirmation the information contained 
therein is true and correct. If the applicant or registrant is a sole proprietorship, then the oath or 
affirmation must be made by the proprietor; if a partnership, by a general partner; or if a corporation, 
by the chief executive officer or chief financial officer. 

(j) Requirements for guarantee agreement. (1) A guarantee agreement filed pursuant to this section 
must be signed in a manner sufficient to be a binding guarantee under local law by an appropriate 
person on behalf of the futures commission merchant or retail foreign exchange dealer and the 
introducing broker, and each signature must be accompanied by evidence that the signatory is 
authorized to enter the agreement on behalf of the futures commission merchant, retail foreign 
exchange dealer, or introducing broker and is such an appropriate person. For purposes of this 
paragraph (j), an appropriate person shall be the proprietor, if the firm is a sole proprietorship; a 
general partner, if the firm is a partnership; and either the chief executive officer or the chief financial 
officer, if the firm is a corporation; and, if the firm is a limited liability company or limited liability 
partnership, either the chief executive officer, the chief financial officer, the manager, the managing 
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member, or those members vested with the management authority for the limited liability company or 
limited liability partnership. 

(2) No futures commission merchant or retail foreign exchange dealer may enter into a guarantee 
agreement if: 

(i) It knows or should have known that its adjusted net capital is less than the amount set forth in 
§1.12(b) of this part or §5.6(b) of this chapter, as applicable; or 

(ii) There is filed against the futures commission merchant or retail foreign exchange dealer an 
adjudicatory proceeding brought by or before the Commission pursuant to the provisions of sections 
6(c), 6(d), 6c, 6d, 8a or 9 of the Act or §§3.55, 3.56 or 3.60 of this chapter. 

(3) A retail foreign exchange dealer may enter into a guarantee agreement only with an introducing 
broker as defined in §5.1(f)(1) of this chapter. A retail foreign exchange dealer may not enter into a 
guarantee agreement with an introducing broker as defined in §1.3(mm) of this part. 

(4) A guarantee agreement filed in connection with an application for initial registration as an 
introducing broker in accordance with the provisions of §3.10(a) of this chapter shall become effective 
upon the granting of registration or, if appropriate, a temporary license, to the introducing broker. A 
guarantee agreement filed other than in connection with an application for initial registration as an 
introducing broker shall become effective as of the date agreed to by the parties. 

(5)(i) If the registration of the introducing broker is suspended, revoked, or withdrawn in accordance 
with the provisions of this chapter, the guarantee agreement shall expire as of the date of such 
suspension, revocation or withdrawal. 

(ii) If the registration of the futures commission merchant or retail foreign exchange dealer is 
suspended or revoked, the guarantee agreement shall expire 30 days after such suspension or 
revocation, or at such earlier time as may be approved by the Commission, the introducing broker, 
and the introducing broker's designated self-regulatory organization. 

(6) A guarantee agreement may be terminated at any time during the term thereof: 

(i) By mutual written consent of the parties, signed by an appropriate person on behalf of each party, 
with prompt written notice thereof, signed by an appropriate person on behalf of each party, to the 
Commission and to the designated self-regulatory organizations of the futures commission merchant 
or retail foreign exchange dealer and the introducing broker; 

(ii) For good cause shown, by either party giving written notice of its intention to terminate the 
agreement, signed by an appropriate person, to the other party to the agreement, to the Commission, 
and to the designated self-regulatory organizations of the futures commission merchant or retail 
foreign exchange dealer and the introducing broker; or 

(iii) By either party giving written notice of its intention to terminate the agreement, signed by an 
appropriate person, at least 30 days prior to the proposed termination date, to the other party to the 
agreement, to the Commission, and to the designated self-regulatory organizations of the futures 
commission merchant or retail foreign exchange dealer and the introducing broker. 

(7) The termination of a guarantee agreement by a futures commission merchant, retail foreign 
exchange dealer or an introducing broker, or the expiration of such an agreement, shall not relieve 
any party from any liability or obligation arising from acts or omissions which occurred during the term 
of the agreement. 
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(8) An introducing broker may not simultaneously be a party to more than one guarantee agreement: 
Provided, however, That the provisions of this paragraph (j)(8) shall not be deemed to preclude an 
introducing broker from entering into a guarantee agreement with another futures commission 
merchant or retail foreign exchange dealer if the introducing broker, futures commission merchant or 
retail foreign exchange dealer which is a party to the existing agreement has provided notice of 
termination of the existing agreement in accordance with the provisions of paragraph (j)(6) of this 
section, and the new guarantee agreement does not become effective until the day following the date 
of termination of the existing agreement: And, provided further, That the provisions of this paragraph 
(j)(8) shall not be deemed to preclude an introducing broker from entering into a guarantee 
agreement with another futures commission merchant or retail foreign exchange dealer if the futures 
commission merchant or retail foreign exchange dealer which is a party to the existing agreement 
ceases to remain registered and the existing agreement would therefore expire in accordance with 
the provisions of paragraph (j)(6)(ii) of this section. 

(9)(i)(A) An introducing broker that is a party to a guarantee agreement that has been terminated in 
accordance with the provisions of paragraph (j)(6) of this section, or that is due to expire in 
accordance with the provisions of paragraph (j)(5)(ii) of this section, must cease doing business as an 
introducing broker on or before the effective date of such termination or expiration unless, on or 
before 10 days prior to the effective date of such termination or expiration or such other period of time 
as the Commission or the designated self-regulatory organization may allow for good cause shown, 
the introducing broker files with its designated self-regulatory organization either a new guarantee 
agreement effective as of the day following the date of termination of the existing agreement, or, in 
the case of a guarantee agreement that is due to expire in accordance with the provisions of 
paragraph (j)(4)(ii) of this section, a new guarantee agreement effective on or before such expiration, 
or either: 

( 1 ) A Form 1–FR–IB certified by an independent public accountant in accordance with §1.16 as of a 
date not more than 45 days prior to the date on which the report is filed; or 

( 2 ) A Form 1–FR–IB as of a date not more than 17 business days prior to the date on which the 
report is filed and a Form 1–FR–IB certified by an independent public accountant in accordance with 
§1.16 as of a date not more than one year prior to the date on which the report is filed: Provided, 
however, that an introducing broker as defined in §5.1(f)(1) of this chapter that is party to a guarantee 
agreement that has been terminated or that has expired must cease doing business as an introducing 
broker on or before the effective date of such termination or expiration unless, on or before 10 days 
prior to the effective date of such termination or expiration or such other period of time as the 
Commission or the designated self-regulatory organization may allow for good cause shown, the 
introducing broker files with its designated self-regulatory organization a new guarantee agreement 
effective on or before the termination or expiration date of the terminating or expiring guarantee 
agreement. 

(B) Each person filing a Form 1–FR–IB in accordance with this section must include with the financial 
report a statement describing the source of his current assets and representing that his capital has 
been contributed for the purpose of operating his business and will continue to be used for such 
purpose. 

(ii)(A) Notwithstanding the provisions of paragraph (j)(9)(i) of this section or of §1.17(a), an 
introducing broker that is a party to a guarantee agreement that has been terminated in accordance 
with the provisions of paragraph (j)(6)(ii) of this section shall not be deemed to be in violation of the 
minimum adjusted net capital requirement of §1.17(a)(1)(iii) or (a)(2) for 30 days following such 
termination. Such an introducing broker must cease doing business as an introducing broker on or 
after the effective date of such termination, and may not resume doing business as an introducing 
broker unless and until it files a new agreement or either: 
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( 1 ) A Form 1–FR–IB certified by an independent public accountant in accordance with §1.16 as of a 
date not more than 45 days prior to the date on which the report is filed; or 

( 2 ) A Form 1–FR–IB as of a date not more than 17 business days prior to the date on which the 
report is filed and a Form 1–FR–IB certified by an independent public accountant in accordance with 
§1.16 as of a date not more than one year prior to the date on which the report is filed: Provided, 
however, that an introducing broker as defined in §5.1(f)(1) of this chapter that is party to a guarantee 
agreement that has been terminated must cease doing business as an introducing broker from and 
after the effective date of such termination, and may not resume doing business as an introducing 
broker as defined in §5.1(f)(1) of this chapter unless and until it files a new guarantee agreement. 

(B) Each person filing a Form 1–FR–IB in accordance with this section must include with the financial 
report a statement describing the source of his current assets and representing that his capital has 
been contributed for the purpose of operating his business and will continue to be used for such 
purpose. 

(k) Filing option available to an introducing broker. (1) Any introducing broker or applicant for 
registration as an introducing broker which is not operating or intending to operate pursuant to a 
guarantee agreement may comply with the requirements of this section by filing (in accordance with 
paragraphs (a), (b) and (c) of this section) a Form 1-FR-IB in lieu of a Form 1-FR-FCM. 

(2) If an introducing broker or applicant therefor avails itself of the filing option available under 
paragraph (k)(1) of this section, the report required to be filed in accordance with §1.16(c)(5) of this 
part must be filed as of the date of the Form 1-FR-IB being filed, and such an introducing broker or 
applicant therefor must maintain its financial records and make its monthly formal computation of its 
adjusted net capital, as required by §1.18 of this part, in a manner consistent with Form 1-FR-IB. 

* * * * * 
 

522. Compliance with Commission Regulation 1.18 - Records for and relating to Financial 
Reporting and Monthly Computation by Futures Commission Merchants and 
Introducing Brokers 

Any Trading Privilege Holder subject to Commission Regulation 1.18 
that violates Commission Regulation 1.18 shall be deemed to have violated this Rule 
522.  Commission Regulation 1.18 is set forth below and incorporated into this Rule 
522. 

Commission Regulation 1.18 - Records for and relating to financial reporting and monthly 
computation by futures commission merchants and introducing brokers. 

(a) No person shall be registered as a futures commission merchant or as an introducing broker 
under the Act unless, commencing on the date his application for such registration is filed, he 
prepares and keeps current ledgers or other similar records which show or summarize, with 
appropriate references to supporting documents, each transaction affecting his asset, liability, 
income, expense and capital accounts, and in which (except as otherwise permitted in writing by the 
Commission) all his asset, liability and capital accounts are classified into either the account 
classification subdivisions specified on Form 1–FR–FCM or Form 1–FR–IB, respectively, or, if such 
person is registered with the Securities and Exchange Commission as a securities broker or dealer 
and he files (in accordance with §1.10(h)) a copy of his Financial and Operational Combined Uniform 
Single Report under the Securities Exchange Act of 1934, Part II, Part IIA, or Part II CSE (FOCUS 
report) in lieu of Form 1–FR–FCM or Form 1–FR–IB, the account classification subdivisions specified 
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on such FOCUS report, or categories that are in accord with generally accepted accounting 
principles. Each person so registered shall prepare and keep current such records. 

(b)(1) Each applicant or registrant must make and keep as a record in accordance with §1.31 formal 
computations of its adjusted net capital and of its minimum financial requirements pursuant to §1.17 
or the requirements of the designated self-regulatory organization to which it is subject as of the close 
of business each month. Such computations must be completed and made available for inspection by 
any representative of the National Futures Association, in the case of an applicant, or of the 
Commission or designated self-regulatory organization, if any, in the case of a registrant, within 17 
business days after the date for which the computations are made, commencing the first month end 
after the date the application for registration is filed. 

(2) An applicant or registrant that has filed a monthly Form 1–FR or Statement of Financial and 
Operational Combined Uniform Single Report under the Securities Exchange Act of 1934, Part II, Part 
IIA, or Part II CSE (FOCUS report) in accordance with the requirements of §1.10(b) will be deemed to 
have satisfied the requirements of paragraph (b)(1) of this section for such month. 

(c) The provisions of this section do not apply to an introducing broker which is operating pursuant to 
a guarantee agreement, nor do such provisions apply to an applicant for registration as an introducing 
broker who files concurrently with such application a guarantee agreement, provided such introducing 
broker or applicant therefor is not also a securities broker or dealer. 

* * * * * 
 
528. Compliance with Commission Regulation 1.25 - Investment of Customer Funds 

Any Trading Privilege Holder subject to Commission Regulation 1.25 
that violates Commission Regulation 1.25 shall be deemed to have violated this Rule 
528.  Commission Regulation 1.25 is set forth below and incorporated into this Rule 
528. 

Commission Regulation 1.25 - Investment of customer funds. 

(a) Permitted investments. (1) Subject to the terms and conditions set forth in this section, a futures 
commission merchant or a derivatives clearing organization may invest customer money in the 
following instruments (permitted investments): 

(i) Obligations of the United States and obligations fully guaranteed as to principal and interest by the 
United States (U.S. government securities); 

(ii) General obligations of any State or of any political subdivision thereof (municipal securities); 

(iii) Obligations of any United States government corporation or enterprise sponsored by the United 
States government (U.S. agency obligations); 

(iv) Certificates of deposit issued by a bank (certificates of deposit) as defined in section 3(a)(6) of the 
Securities Exchange Act of 1934, or a domestic branch of a foreign bank that carries deposits insured 
by the Federal Deposit Insurance Corporation; 

(v) Commercial paper fully guaranteed as to principal and interest by the United States under the 
Temporary Liquidity Guarantee Program as administered by the Federal Deposit Insurance 
Corporation (commercial paper); 
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(vi) Corporate notes or bonds fully guaranteed as to principal and interest by the United States under 
the Temporary Liquidity Guarantee Program as administered by the Federal Deposit Insurance 
Corporation (corporate notes or bonds); and 

(vii) Interests in money market mutual funds. 

(2)(i) In addition, a futures commission merchant or derivatives clearing organization may buy and sell 
the permitted investments listed in paragraphs (a)(1)(i) through (vii) of this section pursuant to 
agreements for resale or repurchase of the instruments, in accordance with the provisions of 
paragraph (d) of this section. 

(ii) A futures commission merchant or a derivatives clearing organization may sell securities 
deposited by customers as margin pursuant to agreements to repurchase subject to the following: 

(A) Securities subject to such repurchase agreements must be “highly liquid” as defined in paragraph 
(b)(1) of this section. 

(B) Securities subject to such repurchase agreements must not be “specifically identifiable property” 
as defined in §190.01(kk) of this chapter. 

(C) The terms and conditions of such an agreement to repurchase must be in accordance with the 
provisions of paragraph (d) of this section. 

(D) Upon the default by a counterparty to a repurchase agreement, the futures commission merchant 
or derivatives clearing organization shall act promptly to ensure that the default does not result in any 
direct or indirect cost or expense to the customer. 

(3) Obligations issued by the Federal National Mortgage Association or the Federal Home Loan 
Mortgage Association are permitted while these entities operate under the conservatorship or 
receivership of the Federal Housing Finance Authority with capital support from the United States. 

(b) General terms and conditions. A futures commission merchant or a derivatives clearing 
organization is required to manage the permitted investments consistent with the objectives of 
preserving principal and maintaining liquidity and according to the following specific requirements: 

(1) Liquidity. Investments must be “highly liquid” such that they have the ability to be converted into 
cash within one business day without material discount in value. 

(2) Restrictions on instrument features. (i) With the exception of money market mutual funds, no 
permitted investment may contain an embedded derivative of any kind, except as follows: 

(A) The issuer of an instrument otherwise permitted by this section may have an option to call, in 
whole or in part, at par, the principal amount of the instrument before its stated maturity date; or 

(B) An instrument that meets the requirements of paragraph (b)(2)(iv) of this section may provide for a 
cap, floor, or collar on the interest paid; provided, however, that the terms of such instrument obligate 
the issuer to repay the principal amount of the instrument at not less than par value upon maturity. 

(ii) No instrument may contain interest-only payment features. 

(iii) No instrument may provide payments linked to a commodity, currency, reference instrument, 
index, or benchmark except as provided in paragraph (b)(2)(iv) of this section, and it may not 
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otherwise constitute a derivative instrument. 

(iv)(A) Adjustable rate securities are permitted, subject to the following requirements: 

( 1 ) The interest payments on variable rate securities must correlate closely and on an unleveraged 
basis to a benchmark of either the Federal Funds target or effective rate, the prime rate, the three-
month Treasury Bill rate, the one-month or three-month LIBOR rate, or the interest rate of any fixed 
rate instrument that is a permitted investment listed in paragraph (a)(1) of this section; 

( 2 ) The interest payment, in any period, on floating rate securities must be determined solely by 
reference, on an unleveraged basis, to a benchmark of either the Federal Funds target or effective 
rate, the prime rate, the three-month Treasury Bill rate, the one-month or three-month LIBOR rate, or 
the interest rate of any fixed rate instrument that is a permitted investment listed in paragraph (a)(1) of 
this section; 

( 3 ) Benchmark rates must be expressed in the same currency as the adjustable rate securities that 
reference them; and 

( 4 ) No interest payment on an adjustable rate security, in any period, can be a negative amount. 

(B) For purposes of this paragraph, the following definitions shall apply: 

( 1 ) The term adjustable rate security means, a floating rate security, a variable rate security, or both. 

( 2 ) The term floating rate security means a security, the terms of which provide for the adjustment of 
its interest rate whenever a specified interest rate changes and that, at any time until the final maturity 
of the instrument or the period remaining until the principal amount can be recovered through 
demand, can reasonably be expected to have market value that approximates its amortized cost. 

( 3 ) The term variable rate security means a security, the terms of which provide for the adjustment 
of its interest rate on set dates (such as the last day of a month or calendar quarter) and that, upon 
each adjustment until the final maturity of the instrument or the period remaining until the principal 
amount can be recovered through demand, can reasonably be expected to have a market value that 
approximates its amortized cost. 

(v) Certificates of deposit must be redeemable at the issuing bank within one business day, with any 
penalty for early withdrawal limited to any accrued interest earned according to its written terms. 

(vi) Commercial paper and corporate notes or bonds must meet the following criteria: 

(A) The size of the issuance must be greater than $1 billion; 

(B) The instrument must be denominated in U.S. dollars; and 

(C) The instrument must be fully guaranteed as to principal and interest by the United States for its 
entire term. 

(3) Concentration —(i) Asset-based concentration limits for direct investments. (A) Investments in 
U.S. government securities shall not be subject to a concentration limit. 

(B) Investments in U.S. agency obligations may not exceed 50 percent of the total assets held in 
segregation by the futures commission merchant or derivatives clearing organization. 
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(C) Investments in each of commercial paper, corporate notes or bonds and certificates of deposit 
may not exceed 25 percent of the total assets held in segregation by the futures commission 
merchant or derivatives clearing organization. 

(D) Investments in municipal securities may not exceed 10 percent of the total assets held in 
segregation by the futures commission merchant or derivatives clearing organization. 

(E) Subject to paragraph (b)(3)(i)(G) of this section, investments in money market mutual funds 
comprising only U.S. government securities shall not be subject to a concentration limit. 

(F) Subject to paragraph (b)(3)(i)(G) of this section, investments in money market mutual funds, other 
than those described in paragraph (b)(3)(i)(E) of this section, may not exceed 50 percent of the total 
assets held in segregation by the futures commission merchant or derivatives clearing organization. 

(G) Investments in money market mutual funds comprising less than $1 billion in assets and/or which 
have a management company comprising less than $25 billion in assets, may not exceed 10 percent 
of the total assets held in segregation by the futures commission merchant or derivatives clearing 
organization. 

(ii) Issuer-based concentration limits for direct investments. (A) Securities of any single issuer of U.S. 
agency obligations held by a futures commission merchant or derivatives clearing organization may 
not exceed 25 percent of total assets held in segregation by the futures commission merchant or 
derivatives clearing organization. 

(B) Securities of any single issuer of municipal securities, certificates of deposit, commercial paper, or 
corporate notes or bonds held by a futures commission merchant or derivatives clearing organization 
may not exceed 5 percent of total assets held in segregation by the futures commission merchant or 
derivatives clearing organization. 

(C) Interests in any single family of money market mutual funds described in paragraph (b)(3)(i)(F) of 
this section may not exceed 25 percent of total assets held in segregation by the futures commission 
merchant or derivatives clearing organization. 

(D) Interests in any individual money market mutual fund described in paragraph (b)(3)(i)(F) of this 
section may not exceed 10 percent of total assets held in segregation by the futures commission 
merchant or derivatives clearing organization. 

(E) For purposes of determining compliance with the issuer-based concentration limits set forth in this 
section, securities issued by entities that are affiliated, as defined in paragraph (b)(5) of this section, 
shall be aggregated and deemed the securities of a single issuer. An interest in a permitted money 
market mutual fund is not deemed to be a security issued by its sponsoring entity. 

(iii) Concentration limits for agreements to repurchase —(A) Repurchase agreements. For purposes 
of determining compliance with the asset-based and issuer-based concentration limits set forth in this 
section, securities sold by a futures commission merchant or derivatives clearing organization subject 
to agreements to repurchase shall be combined with securities held by the futures commission 
merchant or derivatives clearing organization as direct investments. 

(B) Reverse repurchase agreements. For purposes of determining compliance with the asset-based 
and issuer-based concentration limits set forth in this section, securities purchased by a futures 
commission merchant or derivatives clearing organization subject to agreements to resell shall be 
combined with securities held by the futures commission merchant or derivatives clearing 
organization as direct investments. 
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(iv) Treatment of customer-owned securities. For purposes of determining compliance with the asset-
based and issuer-based concentration limits set forth in this section, securities owned by the 
customers of a futures commission merchant and posted as margin collateral are not included in total 
assets held in segregation by the futures commission merchant, and securities posted by a futures 
commission merchant with a derivatives clearing organization are not included in total assets held in 
segregation by the derivatives clearing organization. 

(v) Counterparty concentration limits. Securities purchased by a futures commission merchant or 
derivatives clearing organization from a single counterparty, subject to an agreement to resell to that 
counterparty, shall not exceed 25 percent of total assets held in segregation by the futures 
commission merchant or derivatives clearing organization. 

(4) Time-to-maturity. (i) Except for investments in money market mutual funds, the dollar-weighted 
average of the time-to-maturity of the portfolio, as that average is computed pursuant to §270.2a–7 of 
this title, may not exceed 24 months. 

(ii) For purposes of determining the time-to-maturity of the portfolio, an instrument that is set forth in 
paragraphs (a)(1)(i) through (vii) of this section may be treated as having a one-day time-to-maturity if 
the following terms and conditions are satisfied: 

(A) The instrument is deposited solely on an overnight basis with a derivatives clearing organization 
pursuant to the terms and conditions of a collateral management program that has become effective 
in accordance with §39.4 of this chapter; 

(B) The instrument is one that the futures commission merchant owns or has an unqualified right to 
pledge, is not subject to any lien, and is deposited by the futures commission merchant into a 
segregated account at a derivatives clearing organization; 

(C) The derivatives clearing organization prices the instrument each day based on the current mark-
to-market value; and 

(D) The derivatives clearing organization reduces the assigned value of the instrument each day by a 
haircut of at least 2 percent. 

(5) Investments in instruments issued by affiliates. (i) A futures commission merchant shall not invest 
customer funds in obligations of an entity affiliated with the futures commission merchant, and a 
derivatives clearing organization shall not invest customer funds in obligations of an entity affiliated 
with the derivatives clearing organization. An affiliate includes parent companies, including all entities 
through the ultimate holding company, subsidiaries to the lowest level, and companies under 
common ownership of such parent company or affiliates. 

(ii) A futures commission merchant or derivatives clearing organization may invest customer funds in 
a fund affiliated with that futures commission merchant or derivatives clearing organization. 

(6) Recordkeeping. A futures commission merchant and a derivatives clearing organization shall 
prepare and maintain a record that will show for each business day with respect to each type of 
investment made pursuant to this section, the following information: 

(i) The type of instruments in which customer funds have been invested; 

(ii) The original cost of the instruments; and 

(iii) The current market value of the instruments. 
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(c) Money market mutual funds. The following provisions will apply to the investment of customer 
funds in money market mutual funds (the fund). 

(1) The fund must be an investment company that is registered under the Investment Company Act of 
1940 with the Securities and Exchange Commission and that holds itself out to investors as a money 
market fund, in accordance with §270.2a–7 of this title. 

(2) The fund must be sponsored by a federally-regulated financial institution, a bank as defined in 
section 3(a)(6) of the Securities Exchange Act of 1934, an investment adviser registered under the 
Investment Advisers Act of 1940, or a domestic branch of a foreign bank insured by the Federal 
Deposit Insurance Corporation. 

(3) A futures commission merchant or derivatives clearing organization shall maintain the 
confirmation relating to the purchase in its records in accordance with §1.31 and note the ownership 
of fund shares (by book-entry or otherwise) in a custody account of the futures commission merchant 
or derivatives clearing organization in accordance with §1.26. The futures commission merchant or 
the derivatives clearing organization shall obtain the acknowledgment letter required by §1.26 from an 
entity that has substantial control over the fund shares purchased with customer segregated funds 
and has the knowledge and authority to facilitate redemption and payment or transfer of the customer 
segregated funds. Such entity may include the fund sponsor or depository acting as custodian for 
fund shares. 

(4) The net asset value of the fund must be computed by 9 a.m. of the business day following each 
business day and made available to the futures commission merchant or derivatives clearing 
organization by that time. 

(5)(i) General requirement for redemption of interests. A fund shall be legally obligated to redeem an 
interest and to make payment in satisfaction thereof by the business day following a redemption 
request, and the futures commission merchant or derivatives clearing organization shall retain 
documentation demonstrating compliance with this requirement. 

(ii) Exception. A fund may provide for the postponement of redemption and payment due to any of the 
following circumstances: 

(A) For any period during which there is a non-routine closure of the Fedwire or applicable Federal 
Reserve Banks; 

(B) For any period: 

( 1 ) During which the New York Stock Exchange is closed other than customary week-end and 
holiday closings; or 

( 2 ) During which trading on the New York Stock Exchange is restricted; 

(C) For any period during which an emergency exists as a result of which: 

( 1 ) Disposal by the company of securities owned by it is not reasonably practicable; or 

( 2 ) It is not reasonably practicable for such company fairly to determine the value of its net assets; 

(D) For any period as the Securities and Exchange Commission may by order permit for the 
protection of security holders of the company; 
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(E) For any period during which the Securities and Exchange Commission has, by rule or regulation, 
deemed that: 

( 1 ) Trading shall be restricted; or 

( 2 ) An emergency exists; or 

(F) For any period during which each of the conditions of §270.22e–3(a)(1) through (3) of this title are 
met. 

(6) The agreement pursuant to which the futures commission merchant or derivatives clearing 
organization has acquired and is holding its interest in a fund must contain no provision that would 
prevent the pledging or transferring of shares. 

(7) The appendix to this section sets forth language that will satisfy the requirements of paragraph 
(c)(5) of this section. 

(d) Repurchase and reverse repurchase agreements. A futures commission merchant or derivatives 
clearing organization may buy and sell the permitted investments listed in paragraphs (a)(1)(i) 
through (vii) of this section pursuant to agreements for resale or repurchase of the securities 
(agreements to repurchase or resell), provided the agreements to repurchase or resell conform to the 
following requirements: 

(1) The securities are specifically identified by coupon rate, par amount, market value, maturity date, 
and CUSIP or ISIN number. 

(2) Permitted counterparties are limited to a bank as defined in section 3(a)(6) of the Securities 
Exchange Act of 1934, a domestic branch of a foreign bank insured by the Federal Deposit Insurance 
Corporation, a securities broker or dealer, or a government securities broker or government securities 
dealer registered with the Securities and Exchange Commission or which has filed notice pursuant to 
section 15C(a) of the Government Securities Act of 1986. 

(3) A futures commission merchant or derivatives clearing organization shall not enter into an 
agreement to repurchase or resell with a counterparty that is an affiliate of the futures commission 
merchant or derivatives clearing organization, respectively. An affiliate includes parent companies, 
including all entities through the ultimate holding company, subsidiaries to the lowest level, and 
companies under common ownership of such parent company or affiliates. 

(4) The transaction is executed in compliance with the concentration limit requirements applicable to 
the securities transferred to the customer segregated custodial account in connection with the 
agreements to repurchase referred to in paragraphs (b)(3)(iii)(A) and (B) of this section. 

(5) The transaction is made pursuant to a written agreement signed by the parties to the agreement, 
which is consistent with the conditions set forth in paragraphs (d)(1) through (13) of this section and 
which states that the parties thereto intend the transaction to be treated as a purchase and sale of 
securities. 

(6) The term of the agreement is no more than one business day, or reversal of the transaction is 
possible on demand. 

(7) Securities transferred to the futures commission merchant or derivatives clearing organization 
under the agreement are held in a safekeeping account with a bank as referred to in paragraph (d)(2) 
of this section, a derivatives clearing organization, or the Depository Trust Company in an account 
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that complies with the requirements of §1.26. 

(8) The futures commission merchant or the derivatives clearing organization may not use securities 
received under the agreement in another similar transaction and may not otherwise hypothecate or 
pledge such securities, except securities may be pledged on behalf of customers at another futures 
commission merchant or derivatives clearing organization. Substitution of securities is allowed, 
provided, however, that: 

(i) The qualifying securities being substituted and original securities are specifically identified by date 
of substitution, market values substituted, coupon rates, par amounts, maturity dates and CUSIP or 
ISIN numbers; 

(ii) Substitution is made on a “delivery versus delivery” basis; and 

(iii) The market value of the substituted securities is at least equal to that of the original securities. 

(9) The transfer of securities to the customer segregated custodial account is made on a delivery 
versus payment basis in immediately available funds. The transfer of funds to the customer 
segregated cash account is made on a payment versus delivery basis. The transfer is not recognized 
as accomplished until the funds and/or securities are actually received by the custodian of the futures 
commission merchant's or derivatives clearing organization's customer funds or securities purchased 
on behalf of customers. The transfer or credit of securities covered by the agreement to the futures 
commission merchant's or derivatives clearing organization's customer segregated custodial account 
is made simultaneously with the disbursement of funds from the futures commission merchant's or 
derivatives clearing organization's customer segregated cash account at the custodian bank. On the 
sale or resale of securities, the futures commission merchant's or derivatives clearing organization's 
customer segregated cash account at the custodian bank must receive same-day funds credited to 
such segregated account simultaneously with the delivery or transfer of securities from the customer 
segregated custodial account. 

(10) A written confirmation to the futures commission merchant or derivatives clearing organization 
specifying the terms of the agreement and a safekeeping receipt are issued immediately upon 
entering into the transaction and a confirmation to the futures commission merchant or derivatives 
clearing organization is issued once the transaction is reversed. 

(11) The transactions effecting the agreement are recorded in the record required to be maintained 
under §1.27 of investments of customer funds, and the securities subject to such transactions are 
specifically identified in such record as described in paragraph (d)(1) of this section and further 
identified in such record as being subject to repurchase and reverse repurchase agreements. 

(12) An actual transfer of securities to the customer segregated custodial account by book entry is 
made consistent with Federal or State commercial law, as applicable. At all times, securities received 
subject to an agreement are reflected as “customer property.” 

(13) The agreement makes clear that, in the event of the bankruptcy of the futures commission 
merchant or derivatives clearing organization, any securities purchased with customer funds that are 
subject to an agreement may be immediately transferred. The agreement also makes clear that, in 
the event of a futures commission merchant or derivatives clearing organization bankruptcy, the 
counterparty has no right to compel liquidation of securities subject to an agreement or to make a 
priority claim for the difference between current market value of the securities and the price agreed 
upon for resale of the securities to the counterparty, if the former exceeds the latter. 

(e) Deposit of firm-owned securities into segregation. A futures commission merchant shall not be 
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prohibited from directly depositing unencumbered securities of the type specified in this section, 
which it owns for its own account, into a segregated safekeeping account or from transferring any 
such securities from a segregated account to its own account, up to the extent of its residual financial 
interest in customers' segregated funds; provided, however, that such investments, transfers of 
securities, and disposition of proceeds from the sale or maturity of such securities are recorded in the 
record of investments required to be maintained by §1.27. All such securities may be segregated in 
safekeeping only with a bank, trust company, derivatives clearing organization, or other registered 
futures commission merchant. Furthermore, for purposes of §§1.25, 1.26, 1.27, 1.28, and 1.29, 
investments permitted by §1.25 that are owned by the futures commission merchant and deposited 
into such a segregated account shall be considered customer funds until such investments are 
withdrawn from segregation. 

Appendix to §1.25 - Money Market Mutual Fund Prospectus Provisions Acceptable for Compliance 
With Section 1.25(c)(5) 

Upon receipt of a proper redemption request submitted in a timely manner and otherwise in 
accordance with the redemption procedures set forth in this prospectus, the [Name of Fund] will 
redeem the requested shares and make a payment to you in satisfaction thereof no later than the 
business day following the redemption request. The [Name of Fund] may postpone and/or suspend 
redemption and payment beyond one business day only as follows: 

a. For any period during which there is a non-routine closure of the Fedwire or applicable Federal 
Reserve Banks; 

b. For any period (1) during which the New York Stock Exchange is closed other than customary 
week-end and holiday closings or (2) during which trading on the New York Stock Exchange is 
restricted; 

c. For any period during which an emergency exists as a result of which (1) disposal of securities 
owned by the [Name of Fund] is not reasonably practicable or (2) it is not reasonably practicable for 
the [Name of Fund] to fairly determine the net asset value of shares of the [Name of Fund]; 

d. For any period during which the Securities and Exchange Commission has, by rule or regulation, 
deemed that (1) trading shall be restricted or (2) an emergency exists; 

e. For any period that the Securities and Exchange Commission, may by order permit for your 
protection; or 

f. For any period during which the [Name of Fund,] as part of a necessary liquidation of the fund, has 
properly postponed and/or suspended redemption of shares and payment in accordance with federal 
securities laws. 

* * * * * 
 

530. Compliance with Commission Regulation 1.27 - Record of Investments 

Any Trading Privilege Holder subject to Commission Regulation 1.27 
that violates Commission Regulation 1.27 shall be deemed to have violated this Rule 
530.  Commission Regulation 1.27 is set forth below and incorporated into this Rule 
530. 

Commission Regulation 1.27 - Record of investments. 
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(a) Each futures commission merchant which invests customer funds, and each derivatives clearing 
organization which invests customer funds of its clearing members' customers or option customers, 
shall keep a record showing the following: 

(1) The date on which such investments were made; 

(2) The name of the person through whom such investments were made; 

(3) The amount of money or current market value of securities so invested; 

(4) A description of the instruments in which such investments were made, including the CUSIP or 
ISIN numbers; 

(5) The identity of the depositories or other places where such instruments are segregated; 

(6) The date on which such investments were liquidated or otherwise disposed of and the amount of 
money or current market value of securities received of such disposition, if any; 

(7) The name of the person to or through whom such investments were disposed of; and 

(8) Daily valuation for each instrument and readily available documentation supporting the daily 
valuation for each instrument. Such supporting documentation must be sufficient to enable auditors to 
verify the valuations and the accuracy of any information from external sources used in those 
valuations. 

(b) Each derivatives clearing organization which receives documents from its clearing members 
representing investment of customer funds shall keep a record showing separately for each clearing 
member the following: 

(1) The date on which such documents were received from the clearing member; 

(2) A description of such documents, including the CUSIP or ISIN numbers; and 

(3) The date on which such documents were returned to the clearing member or the details of 
disposition by other means. 

(c) Such records shall be retained in accordance with §1.31. No such investments shall be made 
except in instruments described in §1.25. 

* * * * * 
 
534. Compliance with Commission Regulation 1.31 - Books and Records; Keeping and 

Inspection 

Any Trading Privilege Holder subject to Commission Regulation 1.31 
that violates Commission Regulation 1.31 shall be deemed to have violated this Rule 
534.  Commission Regulation 1.31 is set forth below and incorporated into this Rule 
534. 

Commission Regulation 1.31 - Books and records; keeping and inspection. 
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(a)(1) All books and records required to be kept by the Act or by these regulations shall be kept for a 
period of five years from the date thereof and shall be readily accessible during the first 2 years of the 
5-year period. All such books and records shall be open to inspection by any representative of the 
Commission or the United States Department of Justice. 

(2) A copy of any book or record required to be kept by the Act or by these regulations shall be 
provided, at the expense of the person required to keep the book or record, to a Commission 
representative upon the representative's request. Instead of furnishing a copy, such person may 
provide the original book or record for reproduction, which the representative may temporarily remove 
from such person's premises for this purpose. All copies or originals shall be provided promptly. Upon 
request, the Commission representative shall issue a receipt provided by such person for any copy or 
original book or record received. At the request of the Commission representative, such person shall, 
upon the return thereof, issue a receipt for any copy or original book or record returned by the 
representative. 

(b) Except as provided in paragraph (d) of this section, immediate reproductions on either 
“micrographic media” (as defined in paragraph (b)(1)(i) of this section) or “electronic storage media” 
(as defined in paragraph (b)(1)(ii) this section) may be kept in that form for the required time period 
under the conditions set forth in this paragraph (b). 

(1) For purposes of this section: 

(i) The term “micrographic media” means microfilm or microfiche or any similar medium. 

(ii) The term “electronic storage media” means any digital storage medium or system that: 

(A) Preserves the records exclusively in a non-rewritable, non-erasable format; 

(B) Verifies automatically the quality and accuracy of the storage media recording process; 

(C) Serializes the original and, if applicable, duplicate units of storage media and creates a time-date 
record for the required period of retention for the information placed on such electronic storage 
media; and 

(D) Permits the immediate downloading of indexes and records preserved on the electronic storage 
media onto paper, microfilm, microfiche or other medium acceptable under this paragraph upon the 
request of representatives of the Commission or the Department of Justice. 

(2) Persons who use either micrographic media or electronic storage media to maintain records in 
accordance with this section must: 

(i) Have available at all times, for examination by representatives of the Commission or the 
Department of Justice, facilities for immediate, easily readable projection or production of 
micrographic media or electronic storage media images; 

(ii) Be ready at all times to provide, and immediately provide at the expense of the person required to 
keep such records, any easily readable hard-copy image that representatives of the Commission or 
Department of Justice may request; 

(iii) Keep only Commission-require records on the individual medium employed (e.g., a disk or sheets 
of microfiche); 

(iv) Store a duplicate of the record, in any medium acceptable under this regulation, at a location 
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separate from the original for the period of time required for maintenance of the original; and 

(v) Organize and maintain an accurate index of all information maintained on both the original and 
duplicate storage media such that: 

(A) The location of any particular record stored on the media may be immediately ascertained; 

(B) The index is available at all times for immediate examination by representatives of the 
Commission or the Department of Justice; 

(C) A duplicate of the index is stored at a location separate from the original index; and 

(D) Both the original index and the duplicate index are preserved for the time period required for the 
records included in the index. 

(3) In addition to the foregoing conditions, persons using electronic storage media must: 

(i) Be ready at all times to provide, and immediately provide at the expense of the person required to 
keep such records, copies of such records on such approved machine-readable media as defined in 
§15.00(1) of this chapter which any representative of the Commission or the Department of Justice 
may request. Records must use a format and coding structure specified in the request. 

(ii) Develop and maintain written operational procedures and controls (an “audit system”) designed to 
provide accountability over both the initial entry of required records to the electronic storage media 
and the entry of each change made to any original or duplicate record maintained on the electronic 
storage media such that: 

(A) The results of such audit system are available at all times for immediate examination by 
representatives of the Commission or the Department of Justice; 

(B) The results of such audit system are preserved for the time period required for the records 
maintained on the electronic storage media; and 

(C) The written operational procedures and controls are available at all times for immediate 
examination by representatives of the Commission or the Department of Justice. 

(iii) Either 

(A) Maintain, keep current, and make available at all times for immediate examination by 
representatives of the Commission or Department of Justice all information necessary to access 
records and indexes maintained on the electronic storage media; or 

(B) Place in escrow and keep current a copy of the physical and logical format of the electronic 
storage media, the file format of all different information types maintained on the electronic storage 
media and the source code, documentation, and information necessary to access the records and 
indexes maintained on the electronic storage media. 

(4) In addition to the foregoing conditions, any person who uses only electronic storage media to 
preserve some or all of its required records (“Electronic Recordkeeper”) shall, prior to the media's 
use, enter into an arrangement with at least one third party technical consultant (“Technical 
Consultant”) who has the technical and financial capability to perform the undertakings described in 
this paragraph (b)(4). The arrangement shall provide that the Technical Consultant will have access 
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to, and the ability to download, information from the Electronic Recordkeeper's electronic storage 
media to any medium acceptable under this regulation. 

(i) The Technical Consultant must file with the Commission an undertaking in a form acceptable to the 
Commission, signed by the Technical Consultant or a person duly authorized by the Technical 
Consultant. An acceptable undertaking must include the following provision with respect to the 
Electronic Recordkeeper: 

With respect to any books and records maintained or preserved on behalf of the Electronic 
Recordkeeper, the undersigned hereby undertakes to furnish promptly to any representative of the 
United States Commodity Futures Trading Commission or the United States Department of Justice 
(the “Representative”), upon reasonable request, such information as is deemed necessary by the 
Representative to download information kept on the Electronic Recordkeeper's electronic storage 
media to any medium acceptable under 17 CFR 1.31. The undersigned also undertakes to take 
reasonable steps to provide access to information contained on the Electronic Recordkeeper's 
electronic storage media, including, as appropriate, arrangements for the downloading of any record 
required to be maintained under the Commodity Exchange Act or the rules, regulations, or orders of 
the United States Commodity Futures Trading Commission, in a format acceptable to the 
Representative. In the event the Electronic Recordkeeper fails to download a record into a readable 
format and after reasonable notice to the Electronic Recordkeeper, upon being provided with the 
appropriate electronic storage medium, the undersigned will undertake to do so, at no charge to the 
United States, as the Representative may request. 

(ii) [Reserved] 

(c) Persons employing an electronic storage system shall provide a representation to the Commission 
prior to the initial use of the system. The representation shall be made by the person required to 
maintain the records, the storage system vendor, or another third party with appropriate expertise and 
shall state that the selected electronic storage system meets the requirements set forth in paragraph 
(b)(1)(ii) of this section. Persons employing an electronic storage system using media other than 
optical disk or CD-ROM technology shall so state. The representation shall be accompanied by the 
type of oath or affirmation described in §1.10(d)(4). 

(d) Trading cards, documents on which trade information is originally recorded in writing, written 
orders required to be kept pursuant to §1.35(a), (a–1)(1), (a–1)(2) and (d), and paper copies of 
electronically filed certified Forms 1–FR and FOCUS Reports with the original manually signed 
certification must be retained in hard-copy for the required time period. 

535. Compliance with Commission Regulation 1.32 - Segregated Account; Daily 
Computation and Record 

Any Trading Privilege Holder subject to Commission Regulation 1.32 
that violates Commission Regulation 1.32 shall be deemed to have violated this Rule 
535.  Commission Regulation 1.32 is set forth below and incorporated into this Rule 
535. 

Commission Regulation 1.32 - Segregated account; daily computation and record. 

(a) Each futures commission merchant must compute as of the close of each business day, on a 
currency-by-currency basis: 

(1) The total amount of customer funds on deposit in segregated accounts on behalf of commodity 
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and option customers; 

(2) the amount of such customer funds required by the Act and these regulations to be on deposit in 
segregated accounts on behalf of such commodity and option customers; and 

(3) the amount of the futures commission merchant's residual interest in such customer funds. 

(b) In computing the amount of funds required to be in segregated accounts, a futures commission 
merchant may offset any net deficit in a particular customer's account against the current market 
value of readily marketable securities, less applicable percentage deductions ( i.e., “securities 
haircuts”) as set forth in Rule 15c3–1(c)(2)(vi) of the Securities and Exchange Commission (17 CFR 
241.15c3–1(c)(2)(vi)), held for the same customer's account. The futures commission merchant must 
maintain a security interest in the securities, including a written authorization to liquidate the securities 
at the futures commission merchant's discretion, and must segregate the securities in a safekeeping 
account with a bank, trust company, clearing organization of a contract market, or another futures 
commission merchant. For purposes of this section, a security will be considered readily marketable if 
it is traded on a “ready market” as defined in Rule 15c3–1(c)(11)(i) of the Securities and Exchange 
Commission (17 CFR 240.15c3–1(c)(11)(i)). 

(c) The daily computations required by this section must be completed by the futures commission 
merchant prior to noon on the next business day and must be kept, together with all supporting data, 
in accordance with the requirements of §1.31. 

536. Compliance with Commission Regulation 1.36 - Record of Securities and Property 
Received from Customers and Options Customers 

Any Trading Privilege Holder subject to Commission Regulation 1.36 
that violates Commission Regulation 1.36 shall be deemed to have violated this Rule 
536.  Commission Regulation 1.36 is set forth below and incorporated into this Rule 
536. 

Commission Regulation 1.36 - Record of securities and property received from customers and 
options customers. 

(a) Each futures commission merchant and each retail foreign exchange dealer shall maintain, as 
provided in §1.31, a record of all securities and property received from customers, retail forex 
customers or option customers in lieu of money to margin, purchase, guarantee, or secure the 
commodity, retail forex or commodity option transactions of such customers, retail forex customers or 
option customers. Such record shall show separately for each customer, retail forex customer or 
option customer: A description of the securities or property received; the name and address of such 
customer, retail forex customer or option customer; the dates when the securities or property were 
received; the identity of the depositories or other places where such securities or property are 
segregated or held; the dates of deposits and withdrawals from such depositories; and the dates of 
return of such securities or property to such customer, retail forex customer or option customer, or 
other disposition thereof, together with the facts and circumstances of such other disposition. In the 
event any futures commission merchant deposits with the clearing organization of a contract market, 
directly or with a bank or trust company acting as custodian for such clearing organization, securities 
and/or property which belong to a particular customer or option customer, such futures commission 
merchant shall obtain written acknowledgment from such clearing organization that it was informed 
that such securities or property belong to customers or option customers of the futures commission 
merchant making the deposit. Such acknowledgment shall be retained as provided in §1.31. 

(b) Each clearing organization of a contract market which receives from members securities or 
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property belonging to particular customers or option customers of such members in lieu of money to 
margin, purchase, guarantee, or secure the commodity or commodity option transactions of such 
customers or option customers, or receives notice that any such securities or property have been 
received by a bank or trust company acting as custodian for such clearing organization, shall 
maintain, as provided in §1.31, a record which will show separately for each member, the dates when 
such securities or property were received, the identity of the depositories or other places where such 
securities or property are segregated, the dates such securities or property were returned to the 
member, or otherwise disposed of, together with the facts and circumstances of such other 
disposition including the authorization therefor. 

* * * * * 

604. Adherence to Law 

No Trading Privilege Holder (including its Related Parties) shall 
engage in conduct in violation of Applicable Law, the Rules of the Exchange, [or] the 
Rules of the Clearing Corporation (insofar as the Rules of the Clearing Corporation 
relate to the reporting or clearance of any transaction in Contracts) or any agreement 
with the Exchange. 

* * * * * 

608. Acts Detrimental to the Exchange; Acts Inconsistent with Just and Equitable 
Principles of Trade; Abusive Practices 

It shall be an offense to [violate any Rule of the Exchange or Rule of 
the Clearing Corporation regulating the conduct or business of a Trading Privilege 
Holder (including its respective Related Parties) or any agreement made with the 
Exchange, or to] engage in any act detrimental to the Exchange, [or] in conduct 
inconsistent with just and equitable principles of trade or in abusive practices, 
including without limitation, fraudulent, noncompetitive or unfair actions. 

* * * * * 

611. Trading Against Customers’ Orders 

No Trading Privilege Holder (including its Related Parties) shall enter 
into a transaction on behalf of a Customer in which such Trading Privilege Holder or 
Related Party or any Person trading for an account in which such Trading Privilege 
Holder or Related Party has a financial interest, intentionally assumes the opposite 
side of the transaction.  The foregoing restriction shall not prohibit pre-execution 
discussions conducted in accordance with procedures established by the Exchange 
from time to time, and shall not apply to any Exchange of Contract for Related 
Position, any Block Trade or any facilitation crossing transaction meeting all of the 
following criteria (or such other criteria as may be established by the Exchange from 
time to time): 

(a) the Customer has previously consented in writing to such transactions 
and such consent has not been revoked prior to the applicable transaction; 
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(b) if the Trading Privilege Holder desires to cross a Customer Order with 
an Order of the Trading Privilege Holder or Related Party and a bid and an 
offer for the relevant Contract are resting in the CBOE System, the Trading 
Privilege Holder may enter the Customer Order into the CBOE System and 
may immediately thereafter enter the opposing Order representing no more 
than 30% of the Customer Order’s contract size (rounded up to the nearest 
whole contract); 

(c) the Trading Privilege Holder or Related Party has waited for a period 
of three seconds after first entering the Order received from the Customer into 
the CBOE System before taking the opposite side of the transaction, or if the 
Trading Privilege Holder initially crossed 30% of the Customer Order as 
provided in Rule 611(b), the Trading Privilege Holder has waited for a period 
of three seconds after first entering the Customer Order into the CBOE 
System before entering an opposing Order for the remaining balance, if any, 
of the Customer Order; 

(d) the Trading Privilege Holder maintains a record that clearly identifies, 
by appropriate descriptive words, all such transactions, including the time of 
execution, commodity, date, price, quantity and delivery month; and 

(e) the Trading Privilege Holder provides a copy of the record referred to 
in clause (d) above to the Exchange upon request by the Exchange and within 
the time frame designated by the Exchange. 

Because the Orders entered into the CBOE System pursuant to this Rule 611 
are exposed to the market, there is no assurance that the Orders of the Trading 
Privilege Holder will be matched against the Customer Order. 

* * * * * 

616. Wash Trades 

No Trading Privilege Holder nor any of its Related Parties shall place 
or accept buy and sell orders in the same Contract and expiration month, and, for a 
put or call option, the same strike price, where the Trading Privilege Holder or 
Related Party knows or reasonably should know that the purpose of the orders is to 
avoid taking a bona fide market position exposed to market risk (transactions 
commonly known or referred to as wash trades).  Buy and sell orders for different 
accounts with common beneficial ownership that are entered with the intent to negate 
market risk or price competition shall also be deemed to violate the prohibition on 
wash trades.  Additionally, no Trading Privilege Holder nor any of its Related Parties 
shall knowingly execute or accommodate the execution of such orders by direct or 
indirect means. 

617. Money Passes 
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No Trading Privilege Holder nor any of its Related Parties shall 
prearrange the execution of transactions on the Exchange for the purpose of passing 
money between accounts.  All transactions executed on the Exchange must be made 
in good faith for the purpose of executing bona fide transactions, and prearranged 
trades intended to effectuate a transfer of funds from one account to another are 
prohibited. 

618. Accommodation Trading 

No Trading Privilege Holder nor any of its Related Parties shall enter 
into non-competitive transactions on the Exchange for the purpose of assisting 
another Person to engage in transactions that are in violation of the Rules of the 
Exchange or Applicable Law. 

619. Front-Running 

No Trading Privilege Holder nor any of its Related Parties shall take a 
position in a Contract based upon non-public information regarding an impending 
transaction by another Person in the same or a related Contract, except as expressly 
permitted by Rules 407, 414, 415 and 611 or in accordance with any policies or 
procedures for pre-execution discussions from time to time adopted by the Exchange. 

620. Disruptive Practices 

No Trading Privilege Holder nor any of its Related Parties shall 
engage in any trading, practice or conduct on the Exchange or subject to the Rules of 
the Exchange that: 

(i) Violates bids or offers; 

(ii) Demonstrates intentional or reckless disregard for the orderly 
execution of transactions during the closing period; or 

(iii) Is, is of the character of, or is commonly known in the trade as 
“spoofing” (bidding or offering with the intent to cancel the bid or offer 
before execution). 

* * * * * 

702. Complaint and Investigation 

* * * * * 

(b) Requirement to Furnish Information.  Each Trading Privilege Holder 
and Related Party shall be obligated upon request by the Exchange and within 
the time frame designated by the Exchange to appear and testify, and to 
respond in writing to interrogatories and furnish documentary materials and 
other information requested by the Exchange in connection with (i) any 
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investigation initiated pursuant to paragraph (a) of this Rule 702, (ii) any 
hearing or appeal conducted pursuant to this Chapter 7 or preparation by the 
Exchange in anticipation of any such hearing or appeal or (iii) an Exchange 
inquiry resulting from any agreement entered into by the Exchange pursuant 
to Rule 215.  No Trading Privilege Holder or Related Party shall impede or 
delay any Exchange investigation or proceeding conducted pursuant to this 
Chapter 7 or any Exchange inquiry resulting from any agreement entered into 
by the Exchange pursuant to Rule 215, nor refuse to comply with a request 
made by the Exchange pursuant to this paragraph (b).  [Each Trading 
Privilege Holder and Related Party is entitled to be represented by counsel 
during any such Exchange investigation, proceeding or inquiry.] 

* * * * * 
 
1602. Contract Specifications 

* * * * * 

(i) Price Limits and Halts.  Pursuant to Rule 413, Volatility Index futures 
contracts are not subject to price limits. 

Trading in Volatility Index futures contracts shall be halted to the extent 
required by Rule 417 relating to "regulatory halts."[and]  Prior to February 4, 
2013, trading in Volatility Index futures contracts shall also be halted 
whenever a market-wide trading halt commonly known as a circuit breaker is 
in effect on the New York Stock Exchange in response to extraordinary 
market conditions.  On and after February 4, 2013, trading in Volatility Index 
futures contracts shall also be halted pursuant to Rule 417A if there is a Level 
1, 2 or 3 Market Decline. 

 
* * * * * 
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	The following guidelines shall apply in determining whether the execution price of a Block Trade that is not executed as a spread order or as a strip is "fair and reasonable."  These guidelines are general and may not be applicable in each instance.  ...
	In the event the quantity present in the order book is greater or equal to the quantity needed to fill an order of the size of the Block Trade, it would generally be expected that the Block Trade price would be better than the price present in the ord...
	(c)  Block Trades with respect to any Contract may occur during and outside of the Trading Hours set forth in the rules governing such Contract, unless otherwise specified in those rules.  Each party to a Block Trade shall comply with all applicable R...
	(d)  Each Block Trade shall be designated as such, and cleared through the Clearing Corporation as if it were a transaction executed through the CBOE System.  The Exchange will publicize information identifying the trade as a Block Trade and identifyi...
	(e)  Each Trading Privilege Holder that is party to a Block Trade shall record the following details on its order ticket: the Contract (including the delivery or expiry month) to which such Block Trade relates; the number of Contracts traded; the pric...
	(f)  Each Trading Privilege Holder executing a side of a Block Trade must have at least one designated Person that is either a Trading Privilege Holder or a Related Party of a Trading Privilege Holder and is pre-authorized by a Clearing Member to repo...
	(g)  Each party to a Block Trade is obligated to have an Authorized Reporter call the Help Desk after the transaction is agreed upon to notify the Exchange of the terms of the transaction.  For this purpose, agreement to the transaction includes, with...
	(i) if the transaction is agreed upon between the time that Trading Hours commence in the relevant Contract and 3:15 p.m. Chicago time, this notification to the Help Desk shall be made without delay and by no later than ten minutes after the transacti...
	(ii) if the transaction is agreed upon between 3:15 p.m. Chicago time and 3:25 p.m. Chicago time, this notification to the Help Desk shall be made either
	(A)  on the day the transaction is agreed upon by no later than 3:25 p.m. Chicago time (in which event the Help Desk will report the transaction and provide a written transaction summary on that day pursuant to paragraph (i) below) or
	(B)  on the following Business Day by no later than ten minutes from the time that Trading Hours commence in the relevant Contract (in which event the Help Desk will report the transaction and provide a written transaction summary on that Business Day...

	(iii) if the transaction is agreed upon after 3:25 p.m. Chicago time and prior to the time that Trading Hours commence in the relevant Contract on the following Business Day, this notification to the Help Desk shall be made on that following Business ...

	(h)  The notification to the Help Desk with respect to a Block Trade shall include the relevant Contract, contract month, price or premium, quantity, time of execution (i.e., the time the parties agreed to the Block Trade), counterparty Clearing Membe...
	(i)  The Help Desk will report both sides of the Block Trade to the CBOE System and provide a written transaction summary to the Authorized Reporters that reported the Block Trade to the Help Desk on behalf of each party to the Block Trade.  The trans...
	(j)  A Trading Privilege Holder may execute an Order placed for a non-discretionary Customer account by means of a Block Trade only if the Customer has previously consented thereto.  This consent may be obtained on either a trade-by-trade basis or for...
	(k)  The Help Desk may review a Block Trade for compliance with the requirements of this Rule and may determine not to permit the Block Trade to be consummated, or may bust a Block Trade that has been posted or for which the Help Desk has transmitted ...
	(l)  The posting of a Block Trade by the Help Desk or the transmission by the Help Desk of a transaction summary for a Block Trade does not constitute a determination by the Exchange that the Block Trade was effected in conformity with the requirement...
	(m)  Any Block Trade in violation of the requirements of this Rule shall constitute conduct which is inconsistent with just and equitable principles of trade.
	* * * * *

	417A. Market-Wide Trading Halts Due to Extraordinary Market Volatility
	(i) A “Market Decline” means a decline in price of the S&P 500 Index between 8:30 a.m. and 3:00 p.m. (all times are CT) on a trading day as compared to the closing price of the S&P 500 Index for the immediately preceding trading day.  The Level 1, Lev...
	(ii) A “Level 1 Market Decline” means a Market Decline of 7%.
	(iii) A “Level 2 Market Decline” means a Market Decline of 13%.
	(iv) A “Level 3 Market Decline” means a Market Decline of 20%.
	(i) If a Level 1 or Level 2 Market Decline occurs after 8:30 a.m. and up to and including 2:25 p.m. or, in the case of an early scheduled close, 11:25 a.m., the Exchange shall halt trading in all Contracts for 15 minutes after a Level 1 or Level 2 Mar...
	(ii) If a Level 3 Market Decline occurs at any time during the trading day, the Exchange shall halt trading in all Contracts until the next trading day.

	418. Emergencies
	* * * * *

	501. Books and Records
	(a)  Each Trading Privilege Holder and Clearing Member shall prepare and keep current all books, ledgers and other similar records required to be kept by it pursuant to the CEA, Commission Regulations, the Exchange Act, Exchange Act Regulations, and t...
	(b)  With respect to each order, bid, offer or other message transmitted to the CBOE System by an Authorized Trader of a Trading Privilege Holder, the Trading Privilege Holder shall keep a record of which Authorized Trader of the Trading Privilege Hol...
	(c) If a Contract listed on the Exchange is settled by reference to the price of a contract or commodity traded in another venue, including a price or index derived from prices on another designated contract market, Trading Privilege Holders shall mak...

	502. Inspection and Delivery
	503A. Reporting by Futures Commission Merchants and Introducing Brokers
	518. Compliance with Minimum Financial Requirements, Financial Reporting Requirements, and Requirements Relating to Protection of Customer Funds
	Without limiting the generality and applicability of the prior Rules in Chapter 5, any other Rules of the Exchange (including, without limitation, Rules 501, 502, 503, 505, 506, 604, and 605), and Applicable Law, Trading Privilege Holders shall comply...
	519. Compliance with Commission Regulation 1.10 - Financial Reports of Futures Commission Merchants and Introducing Brokers
	522. Compliance with Commission Regulation 1.18 - Records for and relating to Financial Reporting and Monthly Computation by Futures Commission Merchants and Introducing Brokers
	528. Compliance with Commission Regulation 1.25 - Investment of Customer Funds
	f. For any period during which the [Name of Fund,] as part of a necessary liquidation of the fund, has properly postponed and/or suspended redemption of shares and payment in accordance with federal securities laws.
	530. Compliance with Commission Regulation 1.27 - Record of Investments
	534. Compliance with Commission Regulation 1.31 - Books and Records; Keeping and Inspection
	535. Compliance with Commission Regulation 1.32 - Segregated Account; Daily Computation and Record
	536. Compliance with Commission Regulation 1.36 - Record of Securities and Property Received from Customers and Options Customers
	604. Adherence to Law
	608. Acts Detrimental to the Exchange; Acts Inconsistent with Just and Equitable Principles of Trade; Abusive Practices
	611. Trading Against Customers’ Orders
	(a)  the Customer has previously consented in writing to such transactions and such consent has not been revoked prior to the applicable transaction;
	(b)  if the Trading Privilege Holder desires to cross a Customer Order with an Order of the Trading Privilege Holder or Related Party and a bid and an offer for the relevant Contract are resting in the CBOE System, the Trading Privilege Holder may ent...
	(c)  the Trading Privilege Holder or Related Party has waited for a period of three seconds after first entering the Order received from the Customer into the CBOE System before taking the opposite side of the transaction, or if the Trading Privilege ...
	(d)  the Trading Privilege Holder maintains a record that clearly identifies, by appropriate descriptive words, all such transactions, including the time of execution, commodity, date, price, quantity and delivery month; and
	(e)  the Trading Privilege Holder provides a copy of the record referred to in clause (d) above to the Exchange upon request by the Exchange and within the time frame designated by the Exchange.
	Because the Orders entered into the CBOE System pursuant to this Rule 611 are exposed to the market, there is no assurance that the Orders of the Trading Privilege Holder will be matched against the Customer Order.

	616. Wash Trades
	617. Money Passes
	618. Accommodation Trading
	619. Front-Running
	620. Disruptive Practices
	(i) Violates bids or offers;
	(ii) Demonstrates intentional or reckless disregard for the orderly execution of transactions during the closing period; or
	(iii) Is, is of the character of, or is commonly known in the trade as “spoofing” (bidding or offering with the intent to cancel the bid or offer before execution).

	702. Complaint and Investigation
	(b) Requirement to Furnish Information.  Each Trading Privilege Holder and Related Party shall be obligated upon request by the Exchange and within the time frame designated by the Exchange to appear and testify, and to respond in writing to interroga...
	* * * * *

	1602. Contract Specifications
	(i) Price Limits and Halts.  Pursuant to Rule 413, Volatility Index futures contracts are not subject to price limits.


