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§2.2 Authority to affix seal.

(@) The following officials of the
Commodity Futures Trading Commis-
sion are authorized to affix the Seal to
appropriate documents and other mate-
rials of the Commission for all pur-
poses including those authorized by 28
U.S.C. 1733(b) (relating to authenti-
cated copies of agency documents used
as evidence): The Chairman and all
Commissioners, the General Counsel,
the Executive Director, the Directors
of Divisions, and the Secretariat.

(b) The officials named in paragraph
(a) of this section, may redelegate, and
authorize redelegation of this author-
ity, except that the Secretary may re-
delegate this authority only to the
Deputy Secretary.

[41 FR 9552, Mar. 5, 1976, as amended at 51 FR
37177, Oct. 20, 1986]

§2.3 Prohibitions against misuse of
seal.

(@) Fraudulently or wrongfully
affixing or impressing the Seal to or
upon any certificate, instrument, docu-
ment or paper or with knowledge of its
fraudulent character, or with wrongful
or fraudulent intent, using, buying,
procuring, selling or transferring to an-
other any such paper is punishable
under section 1017 of title 18, U.S. Code.

(b) Falsely making, forging, counter-
feiting, mutilating, or altering the
Seal, or knowingly using a fraudulent
or altered Seal or possessing any such
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Seal knowingly is punishable under
section 506 of title 18, U.S. Code.
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APPENDIX A TO PART 3—INTERPRETIVE STATE-
MENT WITH RESPECT TO SECTION 8a(2)(C)
AND (E) AND SECTION 8a(3)(J) AND (M) OF
THE COMMODITY EXCHANGE ACT

AUTHORITY: 5 U.S.C. 552, 552b; 7 U.S.C. 1a, 2,
4, 4a, 6, 6a, 6b, 6¢c, 6d, 6e, 6f, 6g, 6h, 6i, 6k, 6m,
60, 6p, 8, 9, 9a, 12, 12a, 13b, 13c, 16a, 18, 19, 21,
23.

SOURCE: 45 FR 80491, Dec. 5, 1980, unless
otherwise noted.

Subpart A—Registration

§3.1 Definitions.

(a) Principal. Principal means, with
respect to an applicant for registra-
tion, a registrant or a person required
to be registered under the Act or these
regulations:

(1) Any person including, but not lim-
ited to, a sole proprietor, general part-
ner, officer, director, branch office
manager or designated supervisor, or
person occupying a similar status or
performing similar functions, having
the power, directly or indirectly,
through agreement or otherwise, to ex-
ercise a controlling influence over its
activities which are subject to regula-
tion by the Commission;

§3.1

(2) Any holder or beneficial owner of
ten percent or more of the outstanding
shares of any class of stock; or

(3) Any person who has contributed
ten percent or more of the capital: Pro-
vided, however, That if such capital
contribution consists of subordinated
debt contributed by an unaffiliated
bank insured by the Federal Deposit
Insurance Corporation, United States
branch or agency of an unaffiliated for-
eign bank that is licensed under the
laws of the United States and regu-
lated, supervised and examined by
United States government authorities
having regulatory responsibility for
such financial institutions, or insur-
ance company subject to regulation by
any State, such bank, branch, agency
or insurance company will not be
deemed to be a principal for purposes
of this section, provided such debt is
not guaranteed by another party not
listed as a principal.

(b) Current. As used in this subpart, a
Form 8-R is current if, subsequent to
the filing of that form and continu-
ously thereafter, the registrant or prin-
cipal has been either registered or af-
filiated with a registrant as a prin-
cipal.

(c) Sponsor. Sponsor means the fu-
tures commission merchant, introduc-
ing broker, commodity trading advisor,
commodity pool operator or leverage
transaction merchant which makes the
certification required by §3.12 of this
part for the registration of an associ-
ated person of such sponsor.

(d) Beneficial owner. Any person who,
without limitation, directly or indi-
rectly, creates or uses a trust, proxy,
power of attorney, pooling arrange-
ment or any other contract, arrange-
ment, or device with the purpose or ef-
fect of divesting such person of bene-
ficial ownership of a security or pre-
venting the vesting of such beneficial
ownership, or of avoiding making a
contribution of ten percent or more of
the capital, as part of a plan or scheme
to evade being deemed a principal of an
applicant or registrant under para-
graph (a) of this section shall be
deemed for purposes of such paragraph
to be the beneficial owner or the con-
tributor of capital.

(e) Foreign futures authority. Foreign
futures authority means any foreign
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government, or any department, agen-
cy, governmental body, or regulatory
organization empowered by a foreign
government to administer or enforce a
law, rule, or regulation as it relates to
a futures or options matter, or any de-
partment or agency of a political sub-
division of a foreign government em-
powered to administer or enforce a law,
rule or regulation as it relates to a fu-
tures or options matter.

(f) Commodity interest. Commodity in-
terest means:

(1) Any contract for the purchase or
sale of a commodity for future delivery
regulated under the Act and rules pro-
mulgated thereunder; and

(2) Any contract, agreement or trans-
action subject to Commission regula-
tion under sections 4c or 19 of the Act.

[49 FR 5521, Feb. 13, 1984, and 49 FR 8217, Mar.
5, 1984, as amended at 49 FR 39530, Oct. 9,
1984; 57 FR 23144, June 2, 1992]

§3.2 Registration processing by the
National Futures Association; noti-
fication and duration of registra-
tion.

(a) Except as otherwise provided in
any rule, regulation or order of the
Commission, the registration functions
of the Commission set forth in subpart
A, subpart B and subpart C of this part
shall be performed by the National Fu-
tures Association, in accordance with
such rules, consistent with the provi-
sions of the Act and this part, applica-
ble to registrations granted under the
Act that the National Futures Associa-
tion may adopt and are approved by
the Commission pursuant to section
17(j) of the Act.

(b) Notwithstanding any other provi-
sion of this part, the original of any
registration form, any schedule or sup-
plement thereto, any fingerprint card
or other document required by this
part to be filed with both the Commis-
sion and the National Futures Associa-
tion, may be filed with either the Com-
mission or the National Futures Asso-
ciation if:

(1) A legible, accurate, and complete
photocopy of that form, schedule, sup-
plement, fingerprint card, or other doc-
ument is filed simultaneously with the
National Futures Association or the
Commission, respectively, and
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(2) Such photocopy contains an origi-
nal signature and date in each place
where such signature and date is re-
quired on the original form, schedule,
supplement, fingerprint card, or other
document.

(c) The National Futures Association
will notify the registrant, or the spon-
sor in the case of an applicant for reg-
istration as an associated person, if
registration has been granted under
the Act. If an applicant for registration
as an associated person receives a tem-
porary license in accordance with §3.40
of this part, the National Futures As-
sociation may notify the sponsor only
that a temporary license has been
granted.

(d) Any registration form, any sched-
ule or supplement thereto, any finger-
print card or other document required
by this part or any rule of the National
Futures Assocation to be filed with the
National Futures Association shall be
deemed for all purposes to have been
filed with, and to be the official record
of, the Commission.

[49 FR 39530, Oct. 9, 1984, as amended at 53 FR
8431, Mar. 15, 1988; 54 FR 19558, May 8, 1989]

§3.3 [Reserved]

§3.4 Registration in one capacity not
included in registration in any
other capacity.

(a) Except as may be otherwise pro-
vided in the Act or in any rule, regula-
tion, or order of the Commission, each
futures commission merchant, floor
broker, floor trader, associated person,
commodity trading advisor, commod-
ity pool operator, introducing broker,
and leverage transaction merchant
must register as such under the Act.
Registration in one capacity under the
Act shall not include registration in
any other capacity: Provided, however,
That a registered floor broker need not
also register as a floor trader in order
to engage in activity as a floor trader.

(b) Except as may be provided in any
rule, regulation or order of the Com-
mission, registration as an associated
person in one capacity shall not in-
clude registration as an associated per-
son in any other capacity: Provided,
however, That an associated person who
is sponsored by a registrant, which
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itself is registered in more than one ca-
pacity, need register only once to act
as an associated person of the reg-
istrant, and shall be deemed to be an
associated person of such registrant, in
each such capacity.

[49 FR 39530, Oct. 9, 1984, as amended at 58 FR
19590, Apr. 15, 1993]

88§3.5—3.9 [Reserved]

8§3.10 Registration of futures commis-
sion merchants, introducing bro-
kers, commodity trading advisors,
commodity pool operators and le-
verage transaction merchants.

(a) Application for registration. (1) (i)
Application for registration as a fu-
tures commission merchant, introduc-
ing broker, commodity trading advisor,
commodity pool operator or leverage
transaction merchant must be on Form
7-R, completed and filed with the Na-
tional Futures Association in accord-
ance with the instructions thereto.

(ii) Applicants for registration as a
futures commission merchant or intro-
ducing broker must accompany their
Form 7-R with a Form 1-FR-FCM or
Form 1-FR-IB, respectively, in accord-
ance with the provisions of §1.10 of this
chapter: Provided, however, That an ap-
plicant for registration as a futures
commission merchant or introducing
broker which is registered with the Se-
curities and Exchange Commission as a
securities broker or dealer may accom-
pany its Form 7-R with a copy of its
Financial and Operational Combined
Uniform Single Report under the Secu-
rities Exchange Act of 1934, Part Il or
Part Il A, in accordance with the provi-
sions of §1.10(h) of this chapter.

(iii) Applicants for registration as a
commodity pool operator must accom-
pany their Form 7-R with the financial
statements described in §4.13(c) of this
chapter.

(iv) Applicants for registration as a
leverage transaction merchant must
accompany their Form 7-R with a
Form 2-FR in accordance with the pro-
visions of §31.13 of this chapter.

(2)(i) Each Form 7-R filed in accord-
ance with the requirements of para-
graph (a)(1)(i) of this section must be
accompanied by a Form 8-R, completed
in accordance with the instructions
thereto and executed by each natural
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person who is a principal of the appli-
cant, and must be accompanied by the
fingerprints of that principal on a fin-
gerprint card provided by the National
Futures Association for that purpose,
unless such principal is a director who
qualifies for the exemption from the
fingerprint requirement pursuant to
§3.21(c) of this part. The provisions of
paragraph (a)(2)(i) of this section do
not apply to any principal who has a
current Form 8-R on file with the Com-
mission or the National Futures Asso-
ciation.

(ii) In the case of an applicant with a
principal that is not a natural person,
the applicant’s Form 7-R must also be
accompanied by a Form 8-R, completed
in accordance with the instructions
thereto and executed by each natural
person who is the holder or beneficial
owner of ten percent or more of the
outstanding shares of any class of
stock or has contributed ten percent or
more of the capital of the entity that is
a non-natural person principal listed
on the Form 7-R of the applicant, and
must be accompanied by the finger-
prints of such natural person on a fin-
gerprint card provided by the National
Futures Association for that purpose:
Provided, however, That the provisions
of paragraph (a)(2)(ii) of this section
shall not apply if the non-natural per-
son principal files reports under the Se-
curities Exchange Act of 1934, has filed
a registration statement under the Se-
curities Act of 1933, is subject to regu-
lation by the Securities and Exchange
Commission, is an insurance company
subject to regulation by any State, or
is a bank or any other financial deposi-
tory institution subject to regulation
by any State or the United States. If
all of the principals of an applicant’s
non-natural person principal are also
non-natural persons, the Form 7-R
must be accompanied by a Form 8-R
and fingerprints for each natural per-
son described in the preceding sentence
of such non-natural persons. The provi-
sions of paragraph (a)(2)(ii) of this sec-
tion do not apply to any natural person
who has a current Form 8-R on file
with the Commission or the National
Futures Association or who has had
filed on his behalf a Form 8-R and a
fingerprint card pursuant to paragraph
(@)(2)(i) of this section. However, if
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such natural person is a foreign na-
tional who is regulated by a foreign fu-
tures authority that provides informa-
tion concerning facts which would con-
stitute a potential statutory disquali-
fication and whether such person is in
good standing with the foreign futures
authority to the National Futures As-
sociation, has been granted relief under
§30.10 of this chapter, or is employed
by or a principal of a firm which has
been granted relief under §30.10 of this
chapter, the National Futures Associa-
tion may waive the requirement to file
a Form 8-R and a fingerprint card. In
appropriate cases, the Commission and
the Natural Futures Association may
require further information from the
applicant with respect to any natural
person or entities referred to in para-
graph (a)(2)(ii) of this section.

(b) Duration of registration. (1) A per-
son registered as a futures commission
merchant, introducing broker, com-
modity trading advisor, commodity
pool operator or leverage transaction
merchant in accordance with para-
graph (a) of this section will continue
to be so registered until the effective
date of any revocation or withdrawal of
such registration. Such person will be
prohibited from engaging in activities
requiring registration under the Act or
from representing himself to be a reg-
istrant under the Act or the represent-
ative or agent of any registrant during
the pendency of any suspension of such
registration.

(2) A person registered as an intro-
ducing broker who was a party to a
guarantee agreement with a futures
commission merchant in accordance
with §1.10(j) of this chapter will have
its registration cease thirty days after
the termination of such guarantee
agreement unless the procedures set
forth in §1.10(J)(8) of this chapter are
followed.

(c) Exemption from registration for cer-
tain persons. A person trading solely for
proprietary accounts, as defined in
§1.3(y) of this chapter, is not required
to register as a futures commission
merchant: Provided, that such a person
remains subject to all other provisions
of the Act and of the rules, regulations
and orders thereunder.
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(d) Annual filing. Any person reg-
istered as a futures commission mer-
chant, introducing broker, commodity
trading advisor, commodity pool opera-
tor or leverage transaction merchant
in accordance with paragraph (a) of
this section must file with the Na-
tional Futures Association a Form 7-
R, completed in accordance with the
instructions thereto, annually on a
date specified by the National Futures
Association. The failure to file the
Form 7-R within thirty days following
such date shall be deemed to be a re-
quest for withdrawal from registration.
On at least thirty days written notice,
and following such action, if any,
deemed to be necessary by the Com-
mission or the National Futures Asso-
ciation, the National Futures Associa-
tion may grant the request for with-
drawal from registration.

(Approved by the Office of Management and
Budget under control number 3038-0023)

[45 FR 80491, Dec. 5, 1980, as amended at 47
FR 27551, June 25, 1982; 49 FR 5522, Feb. 13,
1984; 49 FR 39530, Oct. 9, 1984; 57 FR 23144,
June 2, 1992]

8§3.11 Registration of floor brokers and
floor traders.

(a) Application for registration. (1) Ap-
plication for registration as a floor
broker or floor trader must be on Form
8-R, completed and filed with the Na-
tional Futures Association in accord-
ance with the instructions thereto.
Each Form 8-R filed in accordance
with paragraph (a) of this section must
be accompanied by the fingerprints of
the applicant on a fingerprint card pro-
vided for that purpose by the National
Futures Association, except that a fin-
gerprint card need not be filed by any
applicant who has a current Form 8-R
on file with the Commission or the Na-
tional Futures Association.

(2) An applicant for registration as a
floor broker or floor trader will not be
registered or issued a temporary li-
cense as a floor broker or floor trader
unless the applicant has been granted
trading privileges by a board of trade
designated as a contract market by the
Commission. A temporary license
issued to an applicant for registration
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as a floor broker who has not been reg-
istered as a floor broker within the pre-
ceding sixty days will permit such ap-
plicant to act in the capacity of a floor
trader only.

(3) When the Commission or the Na-
tional Futures Association determines
that an applicant for registration as a
floor broker or floor trader is not dis-
qualified from such registration or
temporary license, the National Fu-
tures Association will provide notifica-
tion in writing to the applicant and to
any contract market that has granted
the applicant trading privileges that
the applicant’s registration or tem-
porary license as a floor broker or floor
trader is granted.

(b) Duration of registration. A person
registered as a floor broker or floor
trader in accordance with paragraphs
(a) or (c) of this section, and whose reg-
istration has neither been revoked nor
withdrawn, will continue to be so reg-
istered unless such person’s trading
privileges on all contract markets have
ceased: Provided, That if a floor broker
or floor trader whose trading privileges
on all contract markets have ceased for
reasons unrelated to any Commission
action or any contract market discipli-
nary proceeding and whose registration
is not revoked, suspended or withdrawn
is granted trading privileges as a floor
broker or floor trader, respectively, by
any contract market where he held
such privileges within the preceding
sixty days, such registration as a floor
broker or floor trader, respectively,
shall be deemed to continue and no new
Form 8-R or Form 3-R need be filed
solely on the basis of the resumption of
trading privileges. A floor broker or
floor trader is prohibited from engag-
ing in activities requiring registration
under the Act or from representing
himself to be a registrant under the
Act or the representative or agent of
any registrant during the pendency of
any suspension of such registration or
of all such trading privileges. In ac-
cordance with §3.31(d), each contract
market that has granted trading privi-
leges to a person who is registered, or
has applied for registration, as a floor
broker or floor trader, must notify the
National Futures Association within
sixty days after such person’s trading
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privileges on such contract market
have ceased.

(c) Special registration for certain per-
sons operating at a new contract market.
(1)(i) Floor broker. Any person whose
registration as a floor broker has ter-
minated within the preceding sixty
days and who is granted trading privi-
leges by any contract market that has
made the certification required under
§3.40(c) will be granted a temporary li-
cense to act in the capacity of a floor
broker upon mailing to the National
Futures Association of a Form 8-R
completed and filed in accordance with
the instructions thereto, accompanied
by the fingerprints of the floor broker
on a fingerprint card provided by the
National Futures Association for that
purpose and, if applicable, a Supple-
mental Sponsor Certification State-
ment signed by the new supervising
floor broker (who must meet the re-
quirements set forth in §3.60(b)(2)(i)(A)
and (C)) that contains conditions iden-
tical to those agreed to by the previous
supervising floor broker, provided that
such person includes written certifi-
cations stating that:

(A) His registration as a floor broker
is not suspended or revoked;

(B) There is no pending adjudicatory
proceeding against him under sections
6(c), 6(d), 6¢c, 6d, 8a or 9 of the Act or
§3.55 or 3.60 and, within the preceding
twelve months, the Commission has
not permitted the withdrawal of an ap-
plication for registration in any capac-
ity after initiating the procedures pro-
vided in §3.51; and

(C) The Disciplinary History ques-
tions (items 14-18) of his registration
application contain no ‘“‘yes’ answers,
or none except those arising from a
matter which already has been dis-
closed in connection with a previous
application for registration in any ca-
pacity if such registration was granted,
or which was disclosed more than thir-
ty days previously in an amendment to
such application.

(ii) Floor trader. Any person whose
registration as a floor trader has ter-
minated within the preceding sixty
days and who is granted trading privi-
leges by any contract market that has
made the certification required under
§3.40(c) will be granted a temporary li-
cense to act in the capacity of a floor
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trader upon mailing to the National
Futures Association of a Form 8-R
completed and filed in accordance with
the instructions thereto, accompanied
by the fingerprints of the floor trader
on a fingerprint card provided by the
National Futures Association for that
purpose and, if applicable, a Supple-
mental Sponsor Certification State-
ment signed by the new supervising
registrant, principal or contract mar-
ket (who must meet the requirements
set forth in §3.60(b)(2)(i) (A) and (C))
that contains conditions identical to
those agreed to by the previous super-
vising registrant, principal or contract
market, provided that such person in-
cludes written certifications stating
that:

(A) His registration as a floor trader
is not suspended or revoked;

(B) There is no pending adjudicatory
proceeding against him under sections
6(c), 6(d), 6¢c, 6d, 8a or 9 of the Act or
§3.55 or 3.60 and, within the preceding
twelve months, the Commission has
not permitted the withdrawal of an ap-
plication for registration in any capac-
ity after initiating the procedures pro-
vided in §3.51; and

(C) The Disciplinary History ques-
tions (items 14-18) of his registration
application contain no ‘‘yes’ answers,
or none except those arising from a
matter which already has been dis-
closed in connection with a previous
application for registration in any ca-
pacity if such registration was granted,
or which was disclosed more than thir-
ty days previously in an amendment to
such application.

(D) If such person is seeking registra-
tion as a floor broker, he will be grant-
ed a temporary license to act in the ca-
pacity of floor trader only if his prior
registration was not subject to condi-
tions or restrictions and such person’s
previously filed Form 8-R and Forms 3-
R, if any, contain no ‘‘Yes’ answers to
the Disciplinary History questions
(items 14-18) and his new Form 8-R also
contains no ‘““Yes’ answers to the Dis-
ciplinary History questions (items 14—
18).

(E) A temporary license received in
accordance with paragraph (c)(1) of this
section will be subject to the provi-
sions of §§3.41, 3.42 and 3.43.
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(2) Transfer of registration category
where there is no break in continuity of
trading privileges. (i) Any person reg-
istered as a floor broker who continu-
ously maintains trading privileges at
any contract market that has made the
certification required under §3.40 will
be registered as, and in the capacity of,
a floor trader upon mailing to the Na-
tional Futures Association of a Form
3-R completed and filed in accordance
with the instructions thereto indicat-
ing the intention to change registra-
tion category, accompanied by evi-
dence of the granting of trading privi-
leges at the new contract market, if
applicable. Any person changing reg-
istration categories in accordance with
this paragraph shall remain subject to
any conditions or restrictions applica-
ble to the previous registration.

(if) Any person registered as a floor
trader whose registration is not subject
to conditions or restrictions and who
continuously maintains trading privi-
leges at any contract market that has
made the certification required under
§3.40 will be registered as, and in the
capacity of, a floor broker upon mail-
ing to the National Futures Associa-
tion of a Form 3-R completed and filed
in accordance with the instructions
thereto indicating the intention to
change registration category, provided
his previously filed Form 8-R and any
Forms 3-R, as well as the Form 3-R in-
dicating the intention to change reg-
istration category, contain no ‘‘Yes”
answers to the Disciplinary History
questions (items 14-18), accompanied
by evidence of the granting of trading
privileges at the new contract market,
if applicable.

(d) Review of floor broker or floor trader
registration information. Every three
years, the National Futures Associa-
tion shall provide each floor broker and
floor trader with a printout of informa-
tion contained in the National Futures
Association’s registration database re-
garding such registrant. This printout
shall be promptly reviewed by the floor
broker or floor trader. If the informa-
tion contained therein is correct, the
floor broker or floor trader need not
take any further action. If the informa-
tion contained therein is incorrect, the
floor broker or floor trader must indi-
cate what changes are necessary and
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return the printout promptly to the
National Futures Association with ap-
propriate changes. The failure of a reg-
istrant to return the printout will be
deemed to constitute recertification of
the registration information contained
therein: Provided, however, That the
failure to return the printout promptly
to the National Futures Association
with appropriate changes, if necessary,
shall be deemed a violation of this rule
under the Act.

[58 FR 19591, Apr. 15, 1993]

§3.12 Registration of associated per-
sons of futures commission mer-
chants, introducing brokers, com-
modity trading advisors, commodity
pool operators and leverage trans-
action merchants.

(a) Registration required. It shall be
unlawful for any person to be associ-
ated with a futures commission mer-
chant, introducing broker, commodity
trading advisor, commodity pool opera-
tor or leverage transaction merchant
as an associated person unless that per-
son shall have registered under the Act
as an associated person of that spon-
soring futures commission merchant,
introducing broker, commodity trading
advisor, commodity pool operator or
leverage transaction merchant in ac-
cordance with the procedures in para-
graphs (c), (d), (f), (i), or (j) of this sec-
tion or is exempt from such registra-
tion pursuant to paragraph (h) of this
section.

(b) Duration of registration. A person
registered in accordance with para-
graphs (c), (d), (f), (i), or (j) of this sec-
tion and whose registration has not
been revoked will continue to be so
registered until the revocation or with-
drawal of the registration of each of
the registrant’s sponsors, or until the
cessation of the association of the reg-
istrant with each of his sponsors. Such
person will be prohibited from engag-
ing in activities requiring registration
under the Act or from representing
himself to be a registrant under the
Act or the representative or agent of
any registrant during the pendency of
any suspension of his or his sponsor’s
registration. In accordance with
§3.31(c) of this part, each of the reg-
istrant’s sponsors must file a notice
with the National Futures Association
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on Form 8-T or on a Uniform Termi-
nation Notice for Securities Industry
Registration reporting the termination
of the association of the associated per-
son within twenty days thereafter.

(c) Application for registration. Except
as otherwise provided in paragraphs
(d), (), (i), and (j) of this section, appli-
cation for registration as an associated
person in any capacity must be on
Form 8-R, completed and filed in ac-
cordance with the instructions thereto.

(1) No person will be registered as an
associated person in accordance with
this paragraph (c) unless an officer, if
the sponsor is a corporation, a general
partner, if a partnership, or the sole
proprietor, if a sole proprietorship, of
such sponsor has signed and dated a
certification in writing, stating that:

(i) It is the intention of the sponsor
to hire or otherwise employ the appli-
cant as an associated person and that
it will do so within thirty days after
the receipt of the notification provided
in accordance with paragraph (c)(4) of
this section and that the applicant will
not be permitted to engage in any ac-
tivity requiring registration as an as-
sociated person until the applicant is
registered as such in accordance with
this section;

(if) The sponsor has verified the in-
formation supplied by the applicant in
response to the questions on Form 8-R
which relate to the applicant’s edu-
cation and employment history during
the preceding three years.

(iii) To the best of the sponsor’s
knowledge, information, and belief, all
of the publicly available information
supplied by the applicant on Form 8-R
is accurate and complete: Provided,
That it is unlawful for the sponsor to
make the certification required by this
paragraph (c)(1)(iii) if the sponsor knew
or should have known that any of that
information is not accurate and com-
plete; and

(2) The certification required by
paragraph (c)(1) of this section must be
submitted concurrently with the Form
8-R.

(3) Each Form 8-R filed in accordance
with the requirements of paragraph (c)
of this section must be accompanied by
the fingerprints of the applicant on a
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fingerprint card provided for that pur-
pose by the National Futures Associa-
tion.

(4) When the Commission or the Na-
tional Futures Association determines
that an applicant for registration as an
associated person is not unfit for such
registration, it will provide notifica-
tion in writing to the sponsor which
has made the certifications required by
paragraph (c)(1) of this section that the
applicant’s registration as an associ-
ated person is granted contingent upon
the sponsor hiring or otherwise em-
ploying the applicant as such within
thirty days.

(d) Special temporary licensing and reg-
istration procedures for certain persons—
(1) Registration terminated within the
preceding sixty days. Except as other-
wise provided in paragraphs (f) and (i)
of this section, any person whose reg-
istration as an associated person in
any capacity has terminated within
the preceding sixty days and who be-
comes associated with a new sponsor
will be granted a temporary license to
act in the capacity of an associated
person of such sponsor upon the mail-
ing by that sponsor to the National Fu-
tures Association of a Form 8-R, com-
pleted in accordance with the instruc-
tions thereto and accompanied by the
fingerprints of the applicant on a fin-
gerprint card provided by the National
Futures Association for that purpose
and, if applicable, a Supplemental
Sponsor Certification Statement
signed by the new sponsor (who must
meet the requirements set forth in
§3.60(b)(2)(i) (A) and (B) of this part)
that contains conditions identical to
those agreed to by the previous spon-
sor, which includes written certifi-
cations stating:

(i) That such person has been hired or
is otherwise employed by that sponsor;

(i) That such person’s registration as
an associated person in any capacity is
not suspended or revoked;

(iii) That such person is eligible to be
registered or temporarily licensed in
accordance with this paragraph (d);

(iv) Whether there is a pending adju-
dicatory proceeding under sections 6(c),
6(d), 6c, 6d, 8a or 9 of the Act or §3.55,
3.56 or 3.60 or if, within the preceding
twelve months, the Commission has
permitted the withdrawal of an appli-
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cation for registration in any capacity
after instituting the procedures pro-
vided in §3.51 and, if so, that the spon-
sor has been given a copy of the notice
of the institution of a proceeding in
connection therewith;

(v) That the sponsor has received a
copy of the notice of the institution of
a proceeding if the applicant or reg-
istrant has certified, in accordance
with paragraph (d)(1)(iv) of this sec-
tion, that there is a proceeding pending
against him as described in that para-
graph or that the Commission has per-
mitted the withdrawal of an applica-
tion for registration as described in
that paragraph; and

(vi) That the Disciplinary History
portion of such person’s registration
application contains no ‘“‘yes’ answers,
or none except those arising from a
matter which already has been dis-
closed in connection with a previous
application for a registration in any
capacity if such registration was grant-
ed, or which was disclosed more than
thirty days previously in an amend-
ment to such application.

(2) A temporary license received in
accordance with paragraph (d)(1) of
this section shall be subject to the pro-
visions of §§3.41, 3.42 and 3.43 of this
part.

(38) The certifications permitted by
paragraphs (d)(1) (i) and (v) of this sec-
tion must be signed and dated by an of-
ficer, if the sponsor is a corporation, a
general partner, if a partnership, or the
sole proprietor, if a sole proprietorship.
The certifications permitted by para-
graphs (d)(1) (ii)—(iv) and (vi) of this
section must be signed and dated by
the applicant for registration as an as-
sociated person.

(e) Retention of records. The sponsor
must retain in accordance with §1.31 of
this chapter such records as are nec-
essary to support the certifications re-
quired by this section.

(f) Reporting of dual and multiple asso-
ciations. (1) Except as otherwise pro-
vided in paragraph (f)(4) of this section,
a person who is already registered as
an associated person in any capacity
whose registration is not subject to
conditions or restrictions may become
associated as an associated person with
another sponsor if the new sponsor
(who must meet the requirements set
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forth in §3.60(b)(2)(i) (A) and (B) of this
part) files with the National Futures
Association a Form 3-R in accordance
with the instructions thereto. The fil-
ing of such a Form 3-R shall contain a
certification signed by each sponsor
that each sponsor has verified that the
associated person is currently reg-
istered as an associated person in some
capacity and that the associated per-
son is not subject to a statutory dis-
qualification as set forth in section
8a(2) of the Act, and an acknowledg-
ment that in addition to each sponsor’s
responsibility to supervise that associ-
ated person, each sponsor is jointly and
severally responsible for the conduct of
the associated person with respect to
the:

(i) Solicitation or acceptance of cus-
tomers’ orders,

(i) Solicitation of funds, securities
or property for a participation in a
commodity pool,

(iii) Solicitation of a client’s or pro-
spective client’s discretionary account,

(iv) Solicitation or acceptance of le-
verage customers’ orders for leverage
transactions, and

(v) Associated person’s supervision of
any person or persons engaged in any
of the foregoing solicitations or accept-
ances, with respect to any customers
common to it and any other futures
commission merchant, introducing
broker, commodity trading advisor,
commodity pool operator, or leverage
transaction merchant with which the
associated person is associated.

(2) Upon receipt by the National Fu-
tures Association of a Form 3-R filed
in accordance with paragraph (f)(1) of
this section from an associated person,
the associated person named therein
shall be registered as an associated per-
son of the new sponsor.

(3) A person who is simultaneously
associated with more than one sponsor
in accordance with the provisions of
paragraphs (f)(1) and (f)(2) of this sec-
tion shall be required, upon receipt of
notice from the National Futures Asso-
ciation, to file with the National Fu-
tures Association his fingerprints on a
fingerprint card provided by the Na-
tional Futures Association for that
purpose as well as such other informa-
tion as the National Futures Associa-
tion may require. The National Fu-
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tures Association may require such a
filing every two years, or at such
greater period of time as the National
Futures Association may deem appro-
priate, after the associated person has
become associated with a new sponsor
in accordance with the requirements of
paragraphs (f)(1) and (f)(2) of this sec-
tion.

(4) If a person is associated with a fu-
tures commission merchant or with an
introducing broker and he directs cus-
tomers seeking a managed account to
use the services of a commodity trad-
ing advisor(s) approved by the futures
commission merchant or introducing
broker and all such customers’ ac-
counts solicited or accepted by that as-
sociated person are carried by the fu-
tures commission merchant or intro-
duced by the introducing broker with
which the associated person is associ-
ated, such a person shall be deemed to
be associated solely with the futures
commission merchant or introducing
broker and may not also register as an
associated person of the commodity
trading advisor(s).

(g) Petitions for exemption. (1) Any per-
son adversely affected by the operation
of this section may file a petition with
the Secretary of the Commission,
which petition must set forth with par-
ticularity the reasons why that person
believes that an applicant should be ex-
empted from the requirements of this
section and why such an exemption
would not be contrary to the public in-
terest and the purposes of the provision
from which exemption is sought. The
petition will be granted or denied by
the Commission on the basis of the pa-
pers filed. The Commission may grant
such a petition if it finds that the ex-
emption is not contrary to the public
interest and the purposes of the provi-
sion from which exemption is sought.
The petition may be granted subject to
such terms and conditions as the Com-
mission may find appropriate.

(2)(i) Until such time as the Commis-
sion orders otherwise, the Commission
hereby delegates to the Director of the
Division of Trading and Markets or his
designee the authority to grant or deny
petitions filed pursuant to this para-
graph (g).

(ii) The Director of the Division of
Trading and Markets may submit to
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the Commission for its consideration
any matter which has been delegated
to him pursuant to paragraph (g)(2)(i)
of this section.

(h) Exemption from registration. (1) A
person is not required to register as an
associated person in any capacity if
that person is:

(i) Registered under the Act as a fu-
tures commission merchant, floor
broker, or as an introducing broker;

(ii) Engaged in the solicitation of
funds, securities, or property for a par-
ticipation in a commodity pool, or the
supervision of any person or persons so
engaged, pursuant to registration with
the National Association of Securities
Dealers as a registered representative,
registered principal, limited represent-
ative or limited principal, and that
person does not engage in any other ac-
tivity subject to regulation by the
Commission; or

(iii) The chief operating officer, gen-
eral partner or other person in the su-
pervisory chain-of-command, provided
the futures commission merchant, in-
troducing broker, commodity trading
advisor, commodity pool operator, or
leverage transaction merchant engages
in commodity interest related activity
for customers as no more than ten per-
cent of its total revenue on an annual
basis, the firm is not subject to a pend-
ing proceeding brought by the Commis-
sion or a self-regulatory organization
alleging fraud or failure to supervise,
and has not been found in such a pro-
ceeding to have committed fraud or
failed to supervise, as required by the
Act, the rules promulgated thereunder
or the rules of a self-regulatory organi-
zation, the person for whom exemption
is sought and the person designated in
accordance with paragraphs
(h) (D) (iii)(C) or (h)(1)(iii)(D) of this sec-
tion are listed as principals of the firm,
the fitness examination conducted by
the National Futures Association with
respect to these persons discloses no
derogatory information that would dis-
qualify any of such persons as a prin-
cipal or as an associated person, and
the firm files with the National Fu-
tures Association corporate or partner-
ship resolutions stating that:

(A) Such supervisory person is not
authorized to:
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(1) Solicit or accept customers’ or le-
verage customers’ orders,

(2) Solicit a client’s or prospective
client’s discretionary account,

(3) Solicit funds, securities or prop-
erty for a participation in a commodity
pool, or

(4) Exercise any line supervisory au-
thority over those persons so engaged;

(B) Such supervisory person has no
authority with respect to hiring, firing
or other personnel matters involving
persons engaged in activities subject to
regulation under the Act;

(C) Another person (or persons) des-
ignated therein, who is registered as an
associated person(s) or who has applied
for registration as an associated per-
son(s) and is not subject to a pending
proceeding brought by the Commission
or a self-regulatory organization alleg-
ing fraud or failure to supervise, and
has not been found in such a proceed-
ing to have committed fraud or failed
to supervise, as required by the Act,
the rules promulgated thereunder or
the rules of a self-regulatory organiza-
tion, holds and exercises full and final
supervisory authority, including au-
thority to hire and fire personnel, over
the customer commodity interest re-
lated activities of the firm; and

(D) If the person (or persons) so des-
ignated in accordance with paragraph
(h)(1)(iii)(C) of this section ceases to
have the authority referred to therein,
the firm will notify the National Fu-
tures Association within twenty days
of such occurrence by means of a subse-
quent resolution which resolution must
also include the name of another asso-
ciated person (or persons) who has been
vested with full supervisory authority,
including authority to hire and fire
personnel, over the customer commod-
ity interest related activities of the
firm in the event that all of those pre-
viously designated in accordance with
paragraph (h)(2)(iii)(C) of this section
have been relieved of such authority.
Subsequent changes in supervisory au-
thority shall be reported in the same
manner.

(2) A person is not required to reg-
ister as an associated person of a com-
modity trading advisor if that person
is:
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(i) Registered as a commodity trad-
ing advisor, if that person is associated
with a commodity trading advisor; or

(ii) Exempt from registration as a
commodity trading advisor pursuant to
the provisions of §4.14(a)(1), §4.14(a)(2)
or §4.14(a) (8) of this chapter or is asso-
ciated with a person who is so exempt
from registration: Provided, That the
provisions of paragraph (h)(2)(ii) of this
section shall not apply to the solicita-
tion of a client’s or prospective client’s
discretionary account, or the super-
vision of any person or persons so en-
gaged, by, for or on behalf of a com-
modity trading advisor which is:

(A) Not exempt from registration
pursuant to the provisions of
§4.14(a)(1), §4.14(a)(2) or §4.14(a)(8) of
this chapter or

(B) Registered as a commodity trad-
ing advisor notwithstanding the avail-
ability of that exemption.

(3) A person is not required to reg-
ister as an associated person of a com-
modity pool operator if that person is:

(i) Registered as a commodity pool
operator, if that person is associated
with a commodity pool operator;

(ii) Exempt from registration as a
commodity pool operator pursuant to
the provisions of §4.13 of this chapter
or is associated with a person who is so
exempt from registration: Provided,
That the provisions of paragraph
(h)(3)(ii) of this section shall not apply
to the solicitation of funds, securities,
or property for a participation in a
commodity pool, or the supervision of
any person or persons so engaged, by,
for, or on behalf of a commodity pool
operator which is

(A) Not exempt from registration
pursuant to the provisions of §4.13 of
this chapter or

(B) Registered as a commodity pool
operator notwithstanding the avail-
ability of that exemption; or

(iii) Where a commodity pool is oper-
ated or to be operated by two or more
commodity pool operators, registered
as an associated person of one of the
pool operators of the commodity pool
in accordance with the provisions of
paragraphs (c), (d), (f), or (i) of this sec-
tion: Provided, That each such com-
modity pool operator shall be jointly
and severally liable for the conduct of
that associated person in the solicita-
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tion of funds, securities, or property
for participation in the commodity
pool, or the supervision of any person
or persons so engaged, regardless of
whether that associated person is reg-
istered as an associated person of each
such commodity pool operator.

(i) Special registration or temporary li-
censing procedures when previous spon-
sor’s registration ceases. (1) Any person
whose registration as an associated
person in any capacity was not subject
to conditions or restrictions, and was
terminated within the preceding sixty
days because the previous sponsor’s
registration was revoked or withdrawn,
and who becomes associated with a new
sponsor, will be registered as an associ-
ated person of such new sponsor upon
the mailing by that new sponsor to the
National Futures Association of writ-
ten certifications stating:

(i) That such person has been hired or
is otherwise employed by that sponsor;

(i) That such person’s registration as
an associated person in any capacity is
not suspended or revoked;

(iii) That such person is eligible to be
registered in accordance with para-
graph (i) of this section;

(iv) Whether there is a pending adju-
dicatory proceeding under sections 6(c),
6(d), 6c, 6d, 8a or 9 of the Act or §3.55,
3.56 or 3.60 or if, within the preceding
twelve months, the Commission has
permitted the withdrawal of an appli-
cation for registration in any capacity
after instituting the procedures pro-
vided in §3.51 and, if so, that the spon-
sor has been given a copy of the notice
of the institution of a proceeding in
connection therewith;

(v) That the new sponsor has received
a copy of the notice of the institution
of a proceeding if the applicant for reg-
istration has certified, in accordance
with paragraph (i)(1)(iv) of this section,
that there is a proceeding pending
against him as described in that para-
graph or that the Commission has per-
mitted the withdrawal of an applica-
tion for registration as described in
that paragraph;

(vi) That the Disciplinary History of
such person’s registration application
contains no ‘“Yes’ answers, or none ex-
cept those arising from a matter which
already has been disclosed in connec-
tion with a previous application for
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registration in any capacity if such
registration was granted, or which was
disclosed more than thirty days pre-
viously in an amendment to such appli-
cation; and

(vii) That the new sponsor will be re-
sponsible for supervising all activities
of the person in connection with the
sponsor’s business as a registrant under
the Act. Provided, however, That if such
person’s prior registration as an associ-
ated person was subject to conditions
or restrictions, the new sponsor (who
must meet the requirements set forth
in §3.60(b)(2)(i) (A) and (B) of this part)
must also file a signed Supplemental
Sponsor Certification Statement that
contains conditions identical to those
agreed to by the original sponsor and,
in such case, the person will be granted
a temporary license, subject to the pro-
visions of §§3.41, 3.42 and 3.43 of this

part.
(2) The certifications required by
paragraphs  (i)(1)(i), MH@Q)(v), and

(M) (1)(vii) of this section must be signed
and dated by an officer, if the sponsor
is a corporation, a general partner, if a
partnership, or the proprietor, if a sole
proprietorship. The certifications re-
quired by paragraphs (i)(1)(ii)-(iv) and
(1)(1)(vi) of this section must be signed
and dated by the applicant for registra-
tion as an associated person.

(3) A person who is registered in ac-
cordance with the provisions of para-
graph (i)(1) of this section shall be re-
quired, upon receipt of notice from the
National Futures Association, to file
with the National Futures Association
his fingerprints on a fingerprint card
provided by the National Futures Asso-
ciation for that purpose as well as such
other information as the National Fu-
tures Association may require. The Na-
tional Futures Association may require
such a filing every two years, or at
such greater period of time as the Na-
tional Futures Association may deem
appropriate, after the associated per-
son has become associated with a new
sponsor in connection with the require-
ments of paragraph (i)(1) of this sec-
tion.

(J) Special temporary licensing and reg-
istration procedures for associated persons
of futures commission merchants and in-
troducing brokers involved only with cer-
tain commodity interests. Notwithstand-
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ing any other provision of law, any per-
son associated with a futures commis-
sion merchant or an introducing
broker may be granted a temporary li-
cense or registration to act in the ca-
pacity of an associated person of such
sponsor if such person restricts his ac-
tivities only to those commodity inter-
ests listed in appendix B to this part
and if such person and his sponsor com-
ply with any special temporary licens-
ing or registration procedures applica-
ble to persons involved solely with
such commodity interests that have
been adopted by the National Futures
Association and approved by the Com-
mission.

(Approved by the Office of Management and
Budget under control number 3038-0023)

[45 FR 80491, Dec. 5, 1980, as amended at 47
FR 27551, June 25, 1982; 48 FR 35292, Aug. 3,
1983; 49 FR 5522, Feb. 13, 1984; 49 FR 8218, Mar.
5, 1984; 49 FR 39531, Oct. 9, 1984; 53 FR 8431,
Mar. 15, 1988; 57 FR 23145, June 2, 1992; 58 FR
19592, Apr. 15, 1993]

88§3.13—3.20 [Reserved]

§3.21 Exemption from fingerprinting
requirement in certain cases.

(a) Any person who is required by
this part to submit a fingerprint card
may file, or cause to be filed, in lieu of
such card:

(1) A legible, accurate and complete
photocopy of a fingerprint card which
has been submitted to the Federal Bu-
reau of Investigation for identification
and appropriate processing and of each
report, record, and notation made
available by the Federal Bureau of In-
vestigation with respect to that finger-
print card if such identification and
processing has been completed satisfac-
torily by the Federal Bureau of Inves-
tigation not more than ninety days
prior to the filing with the National
Futures Association of the photocopy;
or

(2) A statement that such person’s
application for initial registration in
any capacity was granted within the
preceding ninety days; Provided, That
the provisions of paragraph (a)(2) shall
not be applicable to any person who, by
Commission rule, regulation, or order,
was not required to file a fingerprint
card in connection with such applica-
tion for initial registration.
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(b) Each photocopy and statement
filed in accordance with the provisions
of paragraph (a)(1) or (a)(2) of this sec-
tion must be signed and dated. Such
signature shall constitute a certifi-
cation by that individual that the pho-
tocopy or statement is accurate and
complete and must be made by:

(1) With respect to the fingerprints of an
associated person. An officer, if the
sponsor is a corporation, a general
partner, if a partnership, or the sole
proprietor, if a sole proprietorship;

(2) With respect to fingerprints of a
floor broker or floor trader. The appli-
cant for registration; or

(3) With respect to the fingerprints of a
principal. An officer, if the futures com-
mission merchant, commodity trading
advisor, commodity pool operator, in-
troducing broker, or leverage trans-
action merchant with which the prin-
cipal will be affiliated is a corporation,
a general partner, if a partnership, or
the sole proprietor, if a sole proprietor-
ship.

(c) Outside directors. Any futures com-
mission merchant, introducing broker,
commodity trading advisor, commod-
ity pool operator or leverage trans-
action merchant that has a principal
who is a director but is not also an offi-
cer or employee of the firm may, in
lieu of submitting a fingerprint card in
accordance with the provisions of
§§3.10(a)(2)(i), 3.32(a)(3)(i), 3.32(c) and
3.32(h) of this part, file a ““Notice Pur-
suant to Rule 3.21(c)” with the Na-
tional Futures Association. Such no-
tice shall state, if true, that such out-
side director:

(1) Is not engaged in:

(i) The solicitation or acceptance of
customers’ orders,

(ii) The solicitation of funds, securi-
ties or property for a participation in a
commodity pool,

(iii) The solicitation of a client’s or
prospective client’s discretionary ac-
count,

(iv) The solicitation or acceptance of
leverage customers’ orders for leverage
transactions;

(2) Does not regularly have access to
the keeping, handling or processing of:
(i) Commodity interest transactions;

(ii) Customer funds, leverage cus-
tomer funds, foreign futures or foreign
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options secured amount, or adjusted
net capital; or

(iii) The original books and records
relating to the items described in para-
graphs (c)(2)(i) and (c)(2)(ii) of this sec-
tion; and

(3) Does not have direct supervisory
responsibility over persons engaged in
the activities referred to in paragraphs
(c)(1) and (c)(2) of this section; and

(4) The Notice Pursuant to Rule
3.21(c) shall also include:

(i) The name of the futures commis-
sion merchant, introducing broker,
commodity trading advisor, commod-
ity pool operator, leverage transaction
merchant, or applicant for registration
in any of these capacities of which the
person is an outside director;

(ii) The nature of the duties of the
outside director for whom exemption
under paragraph (c) of this section is
sought;

(iii) The internal controls used to en-
sure that the outside director for whom
exemption under paragraph (c) of this
section is sought does not have access
to the keeping, handling or processing
of the items described in paragraphs
©)(2)(1), (c)(2)(ii), and (c)(2)(iii) of this
section; and

(iv) The reasons why the outside di-
rector believes he should be exempted
from the fingerprint requirement and
why such an exemption would not be
contrary to the public interest and the
purposes of the provision from which
exemption is sought.

(d) A firm that has filed a Notice
Pursuant to Rule 3.21(c) with respect to
an outside director described therein
must file with the National Futures
Association on behalf of such outside
director a Form 8-R, completed in ac-
cordance with the instructions thereto
and executed by the outside director.
The exemption provided for in para-
graph (c) of this section is limited sole-
ly to the outside director’s fingerprint
requirement and does not affect any
other duties or responsibilities of the
firm or the outside director under the
Act or the rules set forth in this chap-
ter. In appropriate cases, the Commis-
sion and the National Futures Associa-
tion may require further information
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from the firm with respect to any out-
side director referred to in a Notice
Pursuant to Rule 3.21(c).

[48 FR 35297, Aug. 3, 1983, as amended at 49
FR 5525, Feb. 13, 1984; 54 FR 19558, May 8,
1989; 57 FR 23148, June 2, 1992; 58 FR 19592,
Apr. 15, 1993]

§3.22 Supplemental filings.

Notwithstanding any other provision
of this chapter, the Commission, the
Directors of the Division of Trading
and Markets or Division of Enforce-
ment or either Director’s designee, or
the National Futures Association may,
at any time, give written notice to any
registrant, applicant for registration,
or person required to be registered:

(a)(1) That derogatory information
has come to the attention of the staff
of the Commission or the National Fu-
tures Association which, if true, could
constitute grounds upon which to base
a determination that the person is
unfit to become, or to remain, reg-
istered or temporarily licensed in ac-
cordance with the Act or the regula-
tions thereunder and setting forth such
information in the notice and request-
ing the person to provide evidence
mitigating the seriousness of the statu-
tory disqualification set forth in the
notice and evidence that the person has
undergone rehabilitation, or

(2) That the Commission or the Na-
tional Futures Association has under-
taken a routine or periodic review of
the registrant’s fitness to remain reg-
istered or temporarily licensed; and

(b) That the person, or any individual
who, based upon his or her relationship
with that person is required to file a
Form 8-R in accordance with the re-
quirements of this part, as applicable,
must, within such period of time as the
Commission or the National Futures
Association may specify, complete and
file with the Commission or the Na-
tional Futures Association a current
Form 7-R, or if appropriate, a Form 8-
R, in accordance with the instructions
thereto. A Form 8-R must be accom-
panied by that individual’s fingerprints
on a fingerprint card provided by the
Commission or the National Futures
Association for that purpose.

(c) Failure to provide the informa-
tion required under paragraph (b) of
this section is a violation of the Com-
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mission’s regulations which itself con-
stitutes grounds upon which to base a
determination that the person is unfit
to become or to remain so registered.

(Approved by the Office of Management and
Budget under control number 3038-0023)

[45 FR 8049, Dec. 5, 1980, as amended by 47 FR
27551, June 25, 1982; 49 FR 39532, Oct. 9, 1984;
53 FR 8433, Mar. 15, 1988; 57 FR 23148, June 2,
1992]

88§3.23—3.29 [Reserved]

§3.30 Current address for purpose of
delivery of communications from
the Commission or the National Fu-
tures Association.

(@) The address of each registrant,
applicant for registration and prin-
cipal, as submitted on the application
for registration (Form 7-R or Form 8-
R) or as submitted on the biographical
supplement (Form 8-R) shall be deemed
to be the address for delivery to the
registrant, applicant or principal for
any communications from the Commis-
sion or the National Futures Associa-
tion, including any summons, com-
plaint, reparation claim, order, sub-
poena, special call, request for infor-
mation, notice, and other written docu-
ments or correspondence, unless the
registrant, applicant or principal speci-
fies another address for this purpose:
Provided, That the Commission or the
National Futures Association may ad-
dress any correspondence relating to a
biographical supplement submitted for
or on behalf of a principal to the fu-
tures commission merchant, commod-
ity trading advisor, commodity pool
operator, introducing broker, or lever-
age transaction merchant with which
the principal is affiliated and may ad-
dress any correspondence relating to
the registration of an associated person
to the futures commission merchant,
commodity trading advisor, commod-
ity pool operator, introducing broker,
or leverage transaction merchant with
which the associated person or the ap-
plicant for registration is or will be as-
sociated as an associated person.

(b) Each registrant, while registered
and for two years after termination of
registration, and each principal, while
affiliated and for two years after termi-
nation of affiliation, must notify in
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writing the National Futures Associa-
tion of any change of the address an
the application for registration, bio-
graphical supplement, or other address
filed with the National Futures Asso-
ciation for the purpose of receiving
communications from the Commission
or the National Futures Association.
Failure to file a required response to
any communication sent to the latest
such address filed with the National
Futures Association which is caused by
a failure to notify in writing the Na-
tional Futures Association of an ad-
dress change may result in an order of
default and award of claimed monetary
damages or other appropriate order in
any National Futures Association or
Commission proceeding, including a
reparation proceeding brought under
part 12 of this chapter.

[57 FR 23149, June 2, 1992]

§3.31 Deficiencies, inaccuracies, and

changes, to be reported.

(a) Each applicant or registrant as a
futures commission merchant, com-
modity trading advisor, commodity
pool operator, introducing broker, or
leverage transaction merchant must,
in accordance with the instructions
thereto, promptly correct any defi-
ciency or inaccuracy in Form 7-R or
Schedule D of Form 7-R which no
longer renders accurate and current
the information contained therein.
Each such correction must be made on
Form 3-R and must be prepared and
filed in accordance with the instruc-
tions thereto: Provided, If a registrant
files a Form 3-R to report a change in
the form of the organization of the reg-
istrant, such Form must be accom-
panied by a document signed in a man-
ner sufficient to be binding under local
law by a person authorized to act on
behalf of the registrant, in which the
registrant certifies that it will be lia-
ble for all obligations of the pre-exist-
ing organization under the Act, as it
may be amended from time to time,
and the rules, regulations or orders
which have been or may be promul-
gated thereunder.

(b) Each applicant or registrant as a
floor broker, floor trader or associated
person, each person who qualifies for
the temporary no-action position under
§1.66 of this chapter, and each principal
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of a futures commission merchant,
commodity trading advisor, commod-
ity pool operator, introducing broker,
or leverage transaction merchant
must, in accordance with the instruc-
tions thereto, promptly correct any de-
ficiency or inaccuracy in the Form 8-R
or supplemental statement thereto
which renders no longer accurate and
current the information contained in
the Form 8-R or supplemental state-
ment. Each such correction must be
made on Form 3-R and must be pre-
pared and filed in accordance with the
instructions thereto.

(c)(1) After the filing of a Form 8-R
or a Form 3-R by or on behalf of any
person for the purpose of permitting
that person to be an associated person
of a futures commission merchant,
commodity trading advisor, commod-
ity pool operator, introducing broker,
or a leverage transaction merchant,
that futures commission merchant,
commodity trading advisor, commod-
ity pool operator, introducing broker
or leverage transaction merchant
must, within twenty days after the oc-
currence of either of the following, file
a notice thereof with the National Fu-
tures Association indicating;

(i) The failure of that person to be-
come associated with the futures com-
mission merchant, commodity trading
advisor, commodity pool operator, in-
troducing broker, or leverage trans-
action merchant, and the reasons
therefor; or

(ii) The termination of the associa-
tion of the associated person with the
futures commission merchant, com-
modity trading advisor, commodity
pool operator, introducing broker, or
leverage transaction merchant, and the
reasons therefor.

(2) Each person registered as, or ap-
plying for registration as, a futures
commission merchant, commodity
trading advisor, commodity pool opera-
tor, introducing broker or leverage
transaction merchant must, within
twenty days after the termination of
the affiliation of a principal with the
registrant or applicant, file a notice
thereof with the National Futures As-
sociation.

(3) Any notice required by paragraph
(c) of this section must be filed on
Form 8-T or on a Uniform Termination
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Notice for Securities
istration.

(d) Each contract market that has
granted trading privileges to a person
who is registered, has received a tem-
porary license, or has applied for reg-
istration as a floor broker or floor
trader, or whose name appears on a list
of floor traders submitted in accord-
ance with §1.66(a) of this chapter in
order to qualify for the temporary no-
action position thereunder, must no-
tify the National Futures Association
within sixty days after such person has
ceased having trading privileges on
such contract market.

Industry Reg-

(Approved by the Office of Management and
Budget under control number 3038-0023)

[45 FR 80491, Dec. 5, 1980, as amended at 47
FR 27551, June 25, 1982; 48 FR 35297, Aug. 3,
1983; 49 FR 5525, Feb. 13, 1984; 49 FR 39533,
Oct. 9, 1984; 51 FR 34460, Sept. 29, 1986; 53 FR
8433, Mar. 15, 1988; 54 FR 19558, May 8, 1989; 58
FR 19592, Apr. 15, 1993]

§3.32 Changes requiring new registra-
tion; addition of principals.

(a)(1) Except as otherwise provided in
this section, if the registrant is a fu-
tures commission merchant, introduc-
ing broker, commodity pool operator,
commodity trading advisor or leverage
transaction merchant, registration is
deemed to terminate and a new reg-
istration is required whenever a person
not listed on the registrant’s applica-
tion for registration (or amendment of
such application prior to the granting
of registration):

(i) Becomes the holder or beneficial
owner of ten percent or more of the
outstanding shares of any class of
stock or acquires the right to vote ten
percent or more of the corporate reg-
istrant’s voting securities;

(ii) Becomes entitled to receive ten
percent or more of the registrant’s
profits;

(iii) Contributes ten percent or more
of the capital: Provided, however, That
if such capital contribution consists of
subordinated debt contributed by an
unaffiliated bank insured by the Fed-
eral Deposit Insurance Corporation,
United States branch or agency of an
unaffiliated foreign bank that is li-
censed under the laws of the United
States and regulated, supervised and
examined by United States government
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authorities having regulatory respon-
sibility for such financial institutions,
or insurance company regulated by any
State, the termination of registration
shall be deemed not to have occurred
and the re-registration requirement
shall not apply, provided such debt is
not guaranteed by another party not
listed as a principal;

(iv) Becomes a director of the cor-
porate registrant;

(v) Becomes the chief executive offi-
cer of the corporate registrant or occu-
pies a position of similar status or per-
forms a similar function;

(vi) Acquires ownership of the reg-
istrant’s business in the case of a sole
proprietorship; or

(vii) Becomes a general partner of
the registrant in the case of a partner-
ship.

(2)(i) If the person who becomes a
principal of the registrant because of
an event described in paragraphs
@@)(), @@)(i), or (@)()(iii) of this
section is a non-natural person and
each natural person who would be
deemed a principal, under the defini-
tion set forth in §3.1(a) of this part, of
the entity that is a non-natural person
has a current Form 8-R on file with the
Commission or the National Futures
Association, the registrant’s registra-
tion shall not be deemed to terminate
and a new Form 7-R need not be filed:
Provided, however, That within twenty
days of the occurrence of the event de-
scribed in paragraphs (a)(1)(i), (2)(1)(ii),
or (a)(1)(iii) of this section, the reg-
istrant must notify the National Fu-
tures Association of the name of such
added principal on Form 3-R and must
file written certifications with the Na-
tional Futures Association stating:

(A) the ultimate day-to-day control
of the registrant remains the same,

(B) the addition of the new principal
will not affect the conduct or the day-
to-day operations of the registrant, and

(C) the insertion of the new principal
into the chain of ownership is not
being done for the purpose, and will not
have the effect, of limiting any liabil-
ity of the registrant.

(ii) If the principals of the new non-
natural person principal of the reg-
istrant are also non-natural person
principals, the registrant’s registration
shall not be deemed to terminate and a
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new Form 7-R need not be filed only if
the registrant files a Form 8-R and fin-
gerprints for each natural person who
is the holder or beneficial owner of ten
percent or more of the outstanding
shares of any class of stock or has con-
tributed ten percent or more of the
capital of such latter non-natural per-
sons: Provided, however, That the provi-
sions of paragraph (a)(2)(ii) of this sec-
tion shall not apply if the non-natural
person principal files reports under the
Securities Exchange Act of 1934, has
filed a registration statement under
the Securities Act of 1933, is subject to
regulation by the Securities and Ex-
change Commission, is an insurance
company subject to regulation by any
State, or is a bank or any other finan-
cial depository institution subject to
regulation by any State or by the
United States. The provisions of para-
graph (a)(2)(ii) of this section do not
apply to any natural person who has a
current Form 8-R on file with the Com-
mission or the National Futures Asso-
ciation. However, if such natural per-
son is a foreign national who is regu-
lated by a foreign futures authority
that provides information concerning
facts which would constitute a poten-
tial statutory disqualification and
whether such person is in good stand-
ing with the foreign futures authority
to the National Futures Association,
has been granted relief under §30.10 of
this chapter, or is employed by or a
principal of a firm which has been
granted relief under §30.10 of this chap-
ter, the National Futures Association
may waive the requirement to file a
Form 8-R and a fingerprint card. In ap-
propriate cases, the Commission and
the National Futures Association may
require further information from the
registrant with respect to any natural
persons or entities referred to in para-
graph (a)(2)(ii) of this section.

(3) If a registrant adds a new direc-
tor, the registrant’s registration shall
not be deemed to terminate and a new
Form 7-R need not be filed pursuant to
paragraph (a)(1)(iv) of this section if a
majority of the board of directors re-
mains the same and the registrant,
within twenty days after the election
of the director, files with the National
Futures Association:
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(i) A Form 8-R, completed in accord-
ance with the instructions thereto and
executed by the new director, accom-
panied by the fingerprints of that prin-
cipal on a fingerprint card provided by
the National Futures Association for
that purpose (unless such director
qualifies for the exemption from the
fingerprint requirement pursuant to
§3.21(c) of this part), unless the new di-
rector has a current Form 8-R on file
with the National Futures Association
or the Commission;

(if) A Form 3-R amending the reg-
istrant’s Form 7-R to identify the new
director and, if such new director has a
current Form 8-R on file with the Na-
tional Futures Association or the Com-
mission, a statement to that effect;
and

(iii) A corporate resolution prohibit-
ing the new director from exercising
any authority or voting privilege as a
director with respect to the conduct of
the registrant’s commodity interest re-
lated business until the National Fu-
tures Association has completed its fit-
ness inquiry and has determined that
the new director is not unfit to act as
a principal of the registrant.

(b) Application for a new registration
required under paragraph (a) of this
section must be on Form 7-R, com-
pleted and filed with the National Fu-
tures Association in accordance with
the instructions thereto.

(c) Notwithstanding any other provi-
sion of this part, each Form 7-R filed
in accordance with paragraph (b) of
this section must be accompanied by a
Form 8-R, completed in accordance
with the instructions thereto and exe-
cuted by each natural person who is a
principal of the registrant and who was
not listed on the registrant’s initial ap-
plication for registration or any
amendment thereto. The Form 8-R for
each such principal must be accom-
panied by the fingerprints of that prin-
cipal on a fingerprint card provided by
the National Futures Association for
that purpose, unless such principal is a
director who qualifies for the exemp-
tion from the fingerprint requirement
pursuant to §3.21(c) of this part.

(d) In the event of a change requiring
the filing of an application for registra-
tion pursuant to paragraph (a) of this
section, if each person not listed as a
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principal on the registrant’s initial ap-
plication or any amendment thereto
currently is registered in any capacity
or is a principal of a current Commis-
sion registrant with respect to whom
the registrant has made all necessary
filings under this part, such registra-
tion shall not terminate until the ear-
liest of:

(1) 90 days from the date that such
change occurred; or

(2) Notification by the National Fu-
tures Association of the granting of the
new registration; or

(3) Five days after service upon the
registrant of a notice by the National
Futures Association that the reg-
istrant may be found subject to a stat-
utory disqualification from registra-
tion.

(e)(1) Except where a registrant
chooses to file an application pursuant
to paragraph (d) of this section, if ap-
plicable, in the event of a change as de-
scribed in paragraph (a)(1)(v) of this
section, a new registration will not be
required if the registrant submits a
written notice on Form 3-R to the Na-
tional Futures Association prior to the
date of such change in control (and
such change does not occur until the
registrant receives written approval
from the National Futures Association)
and includes with such notice a Form
8-R, completed in accordance with the
instructions thereto and executed by
the registrant’s new chief executive of-
ficer or person occupying a position of
similar status or performing a similar
function. The Form 8-R for such indi-
vidual must be accompanied by the fin-
gerprints of that individual on a finger-
print card provided for that purpose by
the National Futures Association: Pro-
vided, however, That a fingerprint card
need not be provided under this para-
graph for any individual who has a cur-
rent Form 8-R on file with the Na-
tional Futures Association or the Com-
mission.

(2) No person who submits written
notification in accordance with the
provisions of paragraph (e)(1) of this
section may become so affiliated with
such registrant until that registrant
receives a written confirmation from
the National Futures Association that
such affiliation has been approved.

17 CFR Ch. | (4-1-98 Edition)

(f) All documents submitted pursuant
to this section shall be filed with the
National Futures Association.

(9) Notwithstanding the provisions of
§3.12(a), if a new registration is granted
under this section, any person who is
registered, or who has submitted an ap-
plication for registration, as an associ-
ated person of the registrant on or
prior to the date of any event described
in paragraph (a) of this section, shall
be deemed to be registered, or to have
submitted an application for registra-
tion, as an associated person of such
new registrant.

(h) Except as otherwise provided in
this section, within twenty days after
any natural person becomes a principal
of an applicant for registration subse-
quent to the filing of a Form 7-R in ac-
cordance with the requirements set
forth in §3.10(a) of this part, the appli-
cant for registration must file a Form
8-R with the National Futures Associa-
tion. The Form 8-R must be completed
by such principal in accordance with
the instructions thereto and must be
accompanied by the fingerprints of
that principal on a fingerprint card
provided for that purpose by the Na-
tional Futures Association, unless such
principal is a director who qualifies for
the exemption from the fingerprint re-
quirement pursuant to §3.21(c) of this
part. This filing need not be made for
any such principal who has a current
Form 8-R on file with the National Fu-
tures Association or the Commission:
Provided, That within twenty days the
applicant for registration must notify
the National Futures Association of
the name of such added principal on
Form 3-R.

(1)(1) Any person adversely affected
by the operation of this section may
file a petition with the Secretary of the
Commission, which petition must set
forth with particularity the reasons
why that person believes that it should
be exempted from the requirements of
this section and why such an exemp-
tion would not be contrary to the pub-
lic interest and the purposes of this
section. The petition will be granted or
denied by the Commission on the basis
of the papers filed. The Commission
may grant such a petition if it finds
that the exemption is not contrary to
the public interest and the purposes of
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this section. The petition may be
granted subject to such terms and con-
ditions as the Commission may find ap-
propriate.

(2)(i) Until such time as the Commis-
sion orders otherwise, the Commission
hereby delegates to the Director of the
Division of Trading and Markets or the
Director’s designee the authority to
grant or deny petitions filed pursuant
to paragraph (i) of this section.

(ii) The Director of the Division of
Trading and Markets may submit to
the Commission for its consideration
any matter which has been delegated
to the Director pursuant to paragraph
(1)(2)(i) of this section.

[49 FR 8218, Mar. 5, 1984, as amended at 49 FR
39533, Oct. 9, 1984; 53 FR 8433, Mar. 15, 1988; 54
FR 19559, May 8, 1989; 57 FR 23149, June 2,
1992]

§3.33 Withdrawal from registration.

(a) A futures commission merchant,
introducing broker, commodity trading
advisor, commodity pool operator, le-
verage transaction merchant, floor
broker or floor trader may request that
its registration be withdrawn in ac-
cordance with the requirements of this
section if:

(1) The registrant has ceased, or has
not commenced, engaging in activities
requiring registration in such capacity;

(2) The registrant is exempt from reg-
istration in such capacity; or

(3) The registrant is excluded from
the persons or any class of persons re-
quired to be registered in such capac-
ity: Provided, That the National Fu-
tures Association or the Commission,
as appropriate, may consider sepa-
rately each capacity for which with-
drawal is requested in acting upon such
a request.

(b) A request for withdrawal from
registration as a futures commission
merchant, introducing broker, com-
modity trading advisor, commodity
pool operator, or leverage transaction
merchant must be made on Form 7-W,
and a request for withdrawal from reg-
istration as a floor broker or floor
trader must be made on Form 8-W,
completed and filed with National Fu-
tures Association in accordance with
the instructions thereto. The request
for withdrawal must be made by the
sole proprietor if the registrant is a
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sole proprietorship, by a general part-
ner if a partnership, or by the president
or chief executive officer if a corpora-
tion, and must specify:

(1) The name of the registrant for
which withdrawal is being requested;

(2) The registration capacities for
which withdrawal is being requested;

(3) The name and relationship to the
registrant of the individual making the
request and, in the case of a corpora-
tion, a certified copy of a resolution of
the board of directors authorizing such
individual to make the withdrawal re-
quest;

(4) The name, address, and telephone
number of the person who will have
custody of the books and records of the
registrant; the address where such
books and records will be located; and
a statement that such person is au-
thorized to make them available in ac-
cordance with the requirements of §1.31
of this chapter;

(5) The applicable basis under para-
graph (a) of this section for requesting
withdrawal for each capacity for which
withdrawal is requested.

(6) If withdrawal is requested under
paragraph (a)(2) or (a)(3) of this sec-
tion, then, with respect to each capac-
ity for which withdrawal is requested,
the section of the Act, regulations, or
other authority permitting the exemp-
tion or exclusion, and the cir-
cumstances which entitle the reg-
istrant to claim such exemption or ex-
clusion.

(7) If a basis for withdrawal from reg-
istration under paragraph (a)(1) of this
section is that the registrant has
ceased engaging in activities requiring
registration, then, with respect to each
capacity for which the registrant has
ceased such activities:

(i) That all customer or option cus-
tomer agreements, if any, have been
terminated,

(ii) That all customer or option cus-
tomer positions, if any, have been
transferred on behalf of customers or
option customers or closed;

(iii) That all customer or option cus-
tomer cash balances, securities, or
other property, if any, have been trans-
ferred on behalf of customers or option
customers or returned, and that there
are no obligations to customers or op-
tion customers outstanding;
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(iv) In the case of a commodity pool
operator, that all interests in, and as-
sets of, any commodity pool have been
redeemed, distributed, or transferred,
on behalf of the participants therein,
and that there are no obligations to
such participants outstanding;

(v) In the case of a leverage trans-
action merchant: (A) Either that all le-
verage customer agreements, if any,
and all leverage contracts have been
terminated, and that all leverage cus-
tomer cash balances, securities or
other property, if any, have been re-
turned, or (B) alternatively, that pur-
suant to Commission approval, the le-
verage contract obligations of the le-
verage transaction merchant have been
assumed by another leverage trans-
action merchant and all leverage cus-
tomer cash balances, securities or
other property, if any, have been trans-
ferred to such leverage transaction
merchant on behalf of leverage cus-
tomers or returned, and that there are
no obligations to leverage customers
outstanding;

(vi) The nature and extent of any
pending customer, option customer, le-
verage customer, or commodity pool
participant claims against the reg-
istrant, and, to the best of the reg-
istrant’s knowledge and belief, the na-
ture and extent of any anticipated or
threatened customer, option customer,
leverage customer, or commodity pool
participant claims against the reg-
istrant; and

(vii) In the case of a futures commis-
sion merchant which is a party to a
guarantee agreement, that all such
agreements have been or will be termi-
nated in accordance with the provi-
sions of §1.10(J) of this chapter not
more than thirty days after the filing
of the request for withdrawal from reg-
istration.

(©)(1) Where a futures commission
merchant or an introducing broker
which is not operating pursuant to a
guarantee agreement is requesting
withdrawal from registration in that
capacity and the basis for withdrawal
under paragraph (a)(1) of this section is
that it has ceased engaging in activi-
ties requiring registration, the request
for withdrawal must be accompanied
by a Form 1-FR-FCM or a Form 1-FR-
IB, respectively, which contains the in-
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formation specified in §1.10(d)(1) of this
chapter as of a date not more than 30
days prior to the date of the with-
drawal request: Provided, however, That
if such registrant is also registered
with the Securities and Exchange Com-
mission as a securities broker or deal-
er, it may file a copy of its Financial
and Operational Combined Uniform
Single Report under the Securities Ex-
change Act of 1934, Part Il or Part IIA
(in accordance with §1.10(h) of this
chapter), in lieu of Form 1-FR-FCM or
Form 1-FR-IB. Any financial report
submitted pursuant to this paragraph
(c)(1) must contain the information
specified in §1.10(d)(1) of this chapter
as of a date not more than 30 days prior
to the date of the withdrawal request.

(2) Where a leverage transaction mer-
chant is requesting withdrawal from
registration in that capacity and the
basis for withdrawal under paragraph
(a)(1) of this section is that it has
ceased engaging in activities requiring
registration, the request for with-
drawal must be accompanied by a form
2-FR which contains the information
specified in §31.13(f) of this chapter as
of a date not more than 30 days prior to
the date of the withdrawal request.

(d) A request for withdrawal from
registration must be in writing and
must contain a signed oath or affirma-
tion that, to the best of the knowledge
and belief of the signatory, the infor-
mation contained in the request is ac-
curate and complete.

(e) A request for withdrawal from
registration as a futures commission
merchant, introducing broker, com-
modity trading advisor, commodity
pool operator, leverage transaction
merchant on Form 7-W, and a request
for withdrawal from registration as a
floor broker or floor trader on Form 8-
W, must be sent to the National Fu-
tures Association, Registration Office,
200 West Madison Street, Chicago, Illi-
nois 60606 and a copy of such request
must be sent by the National Futures
Association within three business days
of the receipt of such withdrawal re-
quest to the Commodity Futures Trad-
ing Commission, Division of Trading
and Markets, Registration Unit, Three
Lafayette Centre, 1155 21st Street, NW.,
Washington, DC 20581. In addition, any
floor broker or floor trader requesting
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withdrawal from registration must file
a copy of his Form 8-W with each con-
tract market that has granted him
trading privileges. Within three busi-
ness days of any determination by the
National Futures Association under
§3.10(d) to treat the failure by a reg-
istrant to file an annual Form 7-R as a
request for withdrawal, the National
Futures Association shall send the
Commission notice of that determina-
tion.

(f) Except as otherwise provided in
§3.10(d), a request for withdrawal from
registration will become effective on
the thirtieth day after receipt of such
request by the National Futures Asso-
ciation, or earlier upon written notice
from the National Futures Association
(with the written concurrence of the
Commission) of the granting of such re-
quest, unless prior to the effective
date:

(1) The Commission or the National
Futures Association has instituted a
proceeding to suspend or revoke such
registration;

(2) The Commission or the National
Futures Association imposes, or gives
notice by mail which notice shall be
complete upon mailing, that it intends
to impose terms or conditions upon
such withdrawal from registration;

(3) The Commission or the National
Futures Association notifies the reg-
istrant by mail, which notice shall be
complete upon mailing, or the reg-
istrant otherwise is notified that it is
the subject of an investigation to de-
termine, among other things, whether
such registrant has violated, is violat-
ing, or is about to violate the Act,
rules, regulations or orders adopted
thereunder;

(4) The Commission or the National
Futures Association requests from the
registrant further information pertain-
ing to its request for withdrawal from
registration; or

(5) The Commission or National Fu-
tures Association determines that it
would be contrary to the requirements
of the Act, or of any rule, regulation or
order thereunder, or to the public in-
terest to permit such withdrawal from
registration.

(9) Withdrawal from registration in
one capacity does not constitute with-
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drawal from registration in any other
capacity.

(h) Withdrawal from registration
does not constitute a release from li-
ability for any violation of the Act or
of any rule, regulation, or order there-
under.

(Approved by the Office of Management and
Budget under control number 3038-0008)

[46 FR 48917, Oct. 5, 1981, as amended at 46 FR
63035, Dec. 30, 1981. Redesignated at 46 FR
48918, Oct. 5, 1981, and amended at 47 FR
27551, June 25, 1982; 47 FR 57010, Dec. 22, 1982;
48 FR 35298, Aug. 3, 1983; 49 FR 5526, Feb. 13,
1984; 49 FR 39534, Oct. 9, 1984; 53 FR 8434, Mar.
15, 1988; 54 FR 41078, Oct. 5, 1989; 57 FR 23150,
June 2, 1992; 58 FR 19592, Apr. 15, 1993; 60 FR
49334, Sept. 25, 1995; 62 FR 4642, Jan. 31, 1997]

§3.34 Mandatory ethics training for
registrants.

(a) Any individual registered as a fu-
tures commission merchant, introduc-
ing broker, commodity trading advisor,
commodity pool operator, leverage
transaction merchant, associated per-
son, floor broker or floor trader under
the Act must attend ethics training to
ensure that he understands his respon-
sibilities to the public under the Act,
including responsibilities to observe
just and equitable principles of trade,
rules or regulations of the Commission,
rules of any appropriate contract mar-
ket, registered futures association, or
other self-regulatory organization, or
any other applicable federal or state
law, rule or regulation.

(b) The training required by this sec-
tion must:

(1) Include a description of the re-
quirements of the Act and rules pro-
mulgated thereunder concerning treat-
ment of customer orders and handling
of customer business;

(2) Cover the subject matter referred
to in paragraph (a) of this section, as it
pertains to the registration category in
which the person is registered or seek-
ing registration; and

(3) The training required by this sec-
tion must be provided by or pursuant
to a program of training (including vid-
eotape or electronic presentation)
sponsored by:

(i) A self-regulatory organization;

(ii) [Reserved]
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(iii) A person included on a list main-
tained by a registered futures associa-
tion who has presented satisfactory
evidence to the registered futures asso-
ciation that any individuals, on behalf
of such person, who present ethics
training, prepare an ethics training
videotape or electronic presentation,
or who supervise the foregoing, have
taken and passed the proficiency test-
ing requirements for an ethics training
provider, as established by rules of a
registered futures association that
have been approved by the Commis-
sion, and possess a minimum of three
years of relevant experience for an eth-
ics training provider, as established by
rules of a registered futures association
that have been approved by the Com-
mission, and who certifies that:

(A) Such person, any principals
thereof (as defined in §3.1(a)) and any
individuals, on behalf of such person,
who present ethics training or who pre-
pare an ethics training videotape or
electronic presentation are not subject
to:

(1) Statutory disqualification from
registration under Sections 8a(2) or (3)
of the Act;

(2) A bar from service on self-regu-
latory organization governing boards
or committees based on disciplinary
histories pursuant to §1.63 of this chap-
ter or any self-regulatory organization
rule adopted thereunder; or

(3) A pending adjudicatory proceed-
ing under sections 6(c), 6(d), 6c, 6d, or 9
of the Act, or similar proceeding under
Section 8a of the Act, or §§3.55, 3.56, or
3.60; and

(B) If the person will conduct train-
ing via videotape or electronic presen-
tation, either exclusively or in addition
to in-person training, he will maintain
documentation reasonably designed to
verify the attendance of registrants at
such videotape or electronic presen-
tation for the minimum time required.

(iv) The certification required by
paragraph (b)(3)(iii) of this section is
continuous and if circumstances
change which result in the certifi-
cation becoming inaccurate, the person
must promptly so inform the registered
futures association. Upon notice of
such inaccuracy, the registered futures
association shall refuse to include such
person on or remove such person from
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the list referred to
(b)(3)(iii) of this section.

(v) The registered futures association
shall develop and submit to the Com-
mission in accordance with Section
17(j) of the Act rules to provide reason-
able procedures for making determina-
tions not to include or to remove per-
sons from the list referred to in para-
graph (b)(3)(iii) of this section. Such
rules shall permit a hearing before the
registered futures association with an
opportunity for appeal to the Commis-
sion. Such appeal shall consist solely of
consideration of the record before the
registered futures association and the
opportunity for the presentation of
supporting reasons to affirm, modify,
or set aside the decision of the reg-
istered futures association.

(4) Any person providing ethics train-
ing under this section must maintain
records of the materials used in such
training, and of the attendees at such
training, documentation to verify com-
pletion by a registrant of training
through videotape or electronic presen-
tation and evaluations of trainers in
accordance with §1.31 of this chapter.
All such books and records shall be
open to inspection by any representa-
tive of the Commission or the U.S. De-
partment of Justice and persons pro-
viding ethics training shall be subject
to audit by any representative of the
Commission. Records of attendees at
such training shall be provided upon
request to a registered futures associa-
tion in such format as specified by the
registered futures association.

(5) No person referred to in paragraph
(b)(3) of this section may represent or
imply in any manner whatsoever that
such person has been sponsored, rec-
ommended or approved, or that such
person’s abilities or qualifications, the
content, quality or accuracy of his
training program, or the positions
taken in the course of resolving any ac-
tual or hypothetical situations pre-
senting ethical or legal issues, have in
any respect been passed upon or en-
dorsed, by the Commission, a reg-
istered futures association, or any rep-
resentative thereof. Any promotional
or instructional material used in con-
nection with the training required by
this section must prominently state

in paragraph
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that the Commission and any reg-
istered futures association have not re-
viewed or approved the specific content
of the training program and do not rec-
ommend the provider of such training:
Provided, however, that this paragraph
shall not be construed to prohibit a
statement that a person is included on
a list of ethics training providers main-
tained by a registered futures associa-
tion if such statement is true in fact
and if the effect of such a listing is not
misrepresented.

(c) Any person providing ethics train-
ing under this section may wish to ad-
dress, as appropriate, issues such as:

(1) How to act honestly and fairly
and with due skill, care and diligence
in the best interests of customers and
the integrity of the market;

(2) How to establish effective super-
visory systems and internal controls;

(3) Obtaining and assessing the finan-
cial situation and investment experi-
ence of customers;

(4) Disclosure of material informa-
tion in dealings with customers; and

(5) Avoidance of conflicts of interest,
and when they cannot be avoided, dis-
closure to the customer and authoriza-
tion to continue handling the cus-
tomer’s business if permitted under the
Act and Commission rules.

(d)(1) Any individual granted reg-
istration under the Act as a futures

commission merchant, introducing
broker, commodity trading advisor,
commodity pool operator, leverage

transaction merchant, associated per-
son or floor broker after April 26, 1993
who has not been duly registered under
the Act at any time during the two-
year period immediately preceding the
date such individual’s application for
registration was received by the Na-
tional Futures Association, must at-
tend training referred to in this section
within six months after being granted
registration, and thereafter every three
years.

(2) Any individual registered as a
floor trader under the Act after April
26, 1993 who has not been duly reg-
istered under the Act during the two-
year period immediately preceding the
date such individual’s application for
registration was received by the Na-
tional Futures Association, and whose
name did not appear on a list submit-
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ted by a contract market to the Na-
tional Futures Association in accord-
ance with §1.66(a) of this chapter, must
attend training within six months after
being granted registration, and there-
after every three years.

(3) The training required by this sec-
tion for individuals described in para-
graphs (d)(1) and (d)(2) of this section
must be at least four hours in duration
for an individual’s initial session and
one hour in duration for subsequent
periodic sessions. The requirement that
new registrants attend ethics training
within six months of being granted reg-
istration may be satisfied if such train-
ing of at least four hours in duration is
taken within six months prior to the
registrant having filed his application
for registration.

(4) AIl individual registrants reg-
istered as of April 26, 1993 must attend
the training referred to in this section
every three years beginning April 26,
1993. If such an individual has received
the training referred to in this section
from a provider set forth in paragraph
(b)(3) of this section since April 26, 1991,
the duration of his next session, which
must be completed by April 26, 1996,
must be at least one hour and all sub-
sequent sessions must be at least one
hour. If such an individual has not re-
ceived the training referred to in this
section from a provider set forth in
paragraph (b)(3) of this section since
April 26, 1991, the duration of his initial
session, which must be completed by
April 26, 1996, must be at least two
hours and all subsequent sessions must
be at least one hour.

(5) Any individual registrant granted
registration under the Act after April
26, 1993 who has been duly registered
under the Act at any time during the
two-year period immediately preceding
the date such individual’s most recent
application for registration was re-
ceived by the National Futures Asso-
ciation, must attend the training re-
ferred to in this section in accordance
with the provisions of paragraph (d)(5)
of this section. If such an individual
has received the training referred to in
this section from a provider set forth
in paragraph (b)(3) of this section with-
in the two years preceding filing of his
most recent registration application
with the National Futures Association,
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the duration of his next session, which
must be completed by three years from
the date of the previous session or
within six months from the date reg-
istration is granted, whichever comes
later, must be at least one hour and all
subsequent sessions must be at least
one hour. If such an individual has not
received the training referred to in this
section from a provider set forth in
paragraph (b)(3) of this section since
the date two years prior to the date his
most recent registration application
was received by the National Futures
Association, the duration of his initial
session, which must be completed six
months from the date registration is
granted, must be at least four hours
and all subsequent sessions must be at
least one hour.

(6) Any individual whose name ap-
pears on a list submitted by a contract
market to the National Futures Asso-
ciation in accordance with §1.66(a) of
this chapter must:

(i) If he has received the training re-
ferred to in this section from a pro-
vider set forth in paragraph (b)(3) of
this section since April 26, 1991, attend
his next training session by April 26,
1996, and attend subsequent training
sessions every three years, all of which
sessions must be at least one hour; and

(ii) If he has not received the training
referred to in this section from a pro-
vider set forth in paragraph (b)(3) of
this section since April 26, 1991, attend
the training referred to in this section
by April 26, 1994, which must be at least
four hours, and thereafter attend train-
ing every three years for sessions of at
least one hour.

(e) Evidence of attendance at ethics
training, including evidence of comple-
tion of videotape or electronic train-
ing, must be maintained in accordance
with §1.31 of this chapter by:

(1) An individual registered as a fu-
tures commission merchant, introduc-
ing broker, commodity trading advi-
sory, commodity pool operator, or le-
verage transaction merchant;

(2) In the case of an associated per-
son, by each sponsor of the associated
person; and

(3) In the case of a floor broker or
floor trader, by each contract market
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that has granted trading privileges to
the floor broker or floor trader.

[58 FR 19593, Apr. 15, 1993; 58 FR 21776, Apr.
23, 1993, as amended at 60 FR 63912, Dec. 13,
1995; 61 FR 20131, May 6, 1996]

Subpart B—Temporary Licenses

§3.40 Temporary licensing of appli-
cants for associated person, floor
broker or floor trader registration.

Notwithstanding any other provision
of these regulations and pursuant to
the terms and conditions of this sub-
part, the National Futures Association
may grant a temporary license to any
applicant for registration as an associ-
ated person, floor broker (which, if the
applicant has not been registered as a
floor broker within the preceding sixty
days shall permit such applicant to act
in the capacity of a floor trader only)
or floor trader upon the contempora-
neous filing with the National Futures
Association of:

(a) A Form 8-R, properly completed
in accordance with the instructions
thereto, the Disciplinary History por-
tion of which contains no ‘“Yes” an-
swers indicating that the applicant
may be subject to a statutory disquali-
fication under sections 8a(2) through
8a(4) of the Act;

(b) The fingerprints of the applicant
on a fingerprint card provided by the
National Futures Association for that
purpose: and

(c) If the applicant is applying for
registration as an associated person,
the sponsor’s certification required by
§3.12(c) of this part, and if the appli-
cant is applying for registration as a
floor broker or floor trader, evidence
that the applicant has been granted
trading privileges by a contract mar-
ket that has filed with the National
Futures Association a certification
signed by its chief operating officer
with respect to the review of an appli-
cant’s employment, credit and other
history in connection with the grant-
ing of trading privileges.

(d) The failure of an applicant or the
applicant’s sponsor to respond to a
written request by the Commission or
the National Futures Association for
clarification of any information set
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forth in the application of the appli-
cant or for the resubmission of finger-
prints in accordance with such request
will be deemed to constitute a with-
drawal of the applicant’s registration
application and shall result in the im-
mediate termination of the applicant’s
temporary license.

[49 FR 8219, Mar. 5, 1984, as amended at 49 FR
39534, Oct. 9, 1984; 53 FR 8435, Mar. 15, 1988; 54
FR 19559, May 8, 1989; 57 FR 23151, June 2,
1992; 58 FR 19594, Apr. 15, 1993]

§3.41 Restrictions upon activities.

(a) Subject to the provisions of §3.42
and all of the obligations imposed on
such registrants under the Act (in par-
ticular, section 14 thereof) and the
rules, regulations and orders there-
under, an applicant for registration as
an associated person who has received
written notification that a temporary
license has been granted may act in the
capacity of an associated person, an ap-
plicant for registration as a floor trad-
er who has received written notifica-
tion that a temporary license has been
granted may act in the capacity of a
floor trader, and an applicant for reg-
istration as a floor broker who has re-
ceived written notification that a tem-
porary license has been granted may
act in the capacity of a floor broker,
unless such applicant has not been reg-
istered as a floor broker within the pre-
ceding sixty days, in which case the
issuance of a temporary license shall
permit such applicant to act in the ca-
pacity of a floor trader only.

(b) Until registration has been grant-
ed, an applicant for registration as an
associated person who has received a
temporary license may not be spon-
sored by any registrant other than the
registrant which has filed the certifi-
cation described in §3.40(c).

[49 FR 8219, Mar. 5, 1984, as amended at 58 FR
19594, Apr. 15, 1993; 58 FR 21776, Apr. 23, 1993]

§3.42 Termination.

(a) A temporary license shall termi-
nate:

(1) Five days after service upon the
applicant of a notice by the Commis-
sion or the National Futures Associa-
tion pursuant to §3.60 of this part that
the applicant for registration may be
found subject to a statutory disquali-
fication from registration;
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(2) Immediately upon termination of
the association of the applicant for reg-
istration as an associated person with
the registrant which filed the sponsor-
ship certification, or immediately upon
loss of trading privileges by an appli-
cant for registration as a floor broker
or floor trader on all contract markets
which filed the certification described
in §3.40(c);

(3) Immediately upon the withdrawal
of the registration application pursu-
ant to §3.40(d);

(4) Immediately upon failure to com-
ply with an order to pay a civil mone-
tary penalty within the time permitted
under section 6(e), 6b or 6c(d) of the
Act;

(5) Immediately upon failure to pay
the full amount of a reparation order
within the time permitted under sec-
tion 14(f) of the Act;

(6) Immediately upon failure to com-
ply with an award in an arbitration
proceeding conducted pursuant to part
180 of this chapter within the time per-
mitted for such compliance as specified
in Section 10(g) of National Futures
Association’s Code of Arbitration or
the comparable time period specified in
the rules of a contract market or other
appropriate arbitration forum;

(7) Immediately upon the revocation
or withdrawal of the registration of the
applicant’s sponsor; or

(8) Immediately upon notice to the
applicant and the applicant’s sponsor
or the contract market that has grant-
ed the applicant trading privileges
that:

(i) The applicant failed to disclose
relevant disciplinary history informa-
tion in response to items 14 through 18
on the applicant’s Form 8-R; or

(ii) An event has occurred leading to
an affirmative response to any of items
14 through 18 on the applicant’s Form
8-R.

(b) Upon termination, the applicant
may not engage in any activity which
requires registration with the Commis-
sion as an associated person, floor
broker or floor trader.

[49 FR 8219, Mar. 5, 1984, as amended at 57 FR
23151, June 2, 1992; 58 FR 19594, Apr. 15, 1993]
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§3.43 Relationship to registration.

(a) A temporary license shall not be
deemed to be a registration or to con-
fer any right to such registration.

(b) Unless a temporary license has
terminated pursuant to §3.42, a tem-
porary license shall become a registra-
tion with the Commission upon the
earlier of:

(1) A determination by the National
Futures Association that the applicant
is qualified for registration as an asso-
ciated person, floor broker or floor
trader; or

(2) The expiration of six months from
the date of issuance unless a notice has
been issued under §3.60 of the initiation
of a proceeding to deny registration
under section 8a(2) or 8a(3) of the Act.

[49 FR 8219, Mar. 5, 1984, as amended at 49 FR
39534, Oct. 9, 1984; 54 FR 19559, May 8, 1989; 58
FR 19595, Apr. 15, 1993]

§3.44 Temporary licensing of appli-
cants for guaranteed introducing
broker registration.

(a) Notwithstanding any other provi-
sions of these regulations, and pursu-
ant to the terms and conditions of this
subpart, the National Futures Associa-
tion may grant a temporary license to
any applicant for registration as an in-
troducing broker upon the contempora-
neous filing with the National Futures
Association of:

(1) A properly completed guarantee
agreement (Form 1-FR part B) from a
futures commission merchant which is
eligible to enter into such an agree-
ment pursuant to §1.10(j)(2) of this
chapter;

(2) A Form 7-R properly completed in
accordance with the instructions there-
to, the Disciplinary History portion of
which contains no ““Yes’ answers indi-
cating that the applicant may be sub-
ject to a statutory disqualification
under sections 8a(2) through 8a(4) of
the Act;

(3) A Form 8-R for the applicant, if a
sole proprietor, and each principal (in-
cluding each branch office manager)
thereof, properly completed in accord-
ance with the instructions thereto, the
Disciplinary History portion of which
contains no ‘““Yes’” answers indicating
that the applicant may be subject to a
statutory disqualification under sec-
tions 8a(2) through 8a(4) of the Act, or
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none except those arising from a mat-
ter which already has been disclosed in
connection with a previous application
for a registration in any capacity if
such registration was granted, or
which was disclosed more than thirty
days previously in an amendment to
such application.

(4) A signed and dated certification
from the futures commission merchant
that has executed the guarantee agree-
ment required by paragraph (a)(1) of
this section, signed by an appropriate
person as defined in §1.10(J)(1) of this
chapter, stating that:

(i) The futures commission merchant
has verified the information on the
Forms 8-R filed pursuant to paragraph
(a)(3) of this section which relate to
education and employment history of
the applicant’s principals (including
each branch office manager) thereof
during the preceding three years; and

(ii) To the best of the futures com-
mission merchant’s knowledge, infor-
mation, and belief, all of the publicly
available information supplied by the
applicant and its principals and each
branch office manager of the applicant
on the Form 7-R and Forms 8-R, as ap-
propriate, is accurate and complete;
and

(5) The fingerprints of the applicant,
if a sole proprietor, and of each prin-
cipal (including each branch office
manager) thereof on fingerprint cards
provided by the National Futures Asso-
ciation for that purpose: Provided, That
a principal who has a current Form 8-
R on file with the National Futures As-
sociation or the Commission is not re-
quired to submit a fingerprint card if
the principal is not otherwise required
to be registered as an associated person
of the applicant.

(b) The effective date of a guarantee
agreement filed in accordance with
paragraph (a)(1) of this section is the
date upon which the temporary license
is granted by the National Futures As-
sociation.

(c) An applicant that fails to respond
in accordance with a written request
by the Commission or the National Fu-
tures Association for clarification of
any information set forth in the appli-
cation of the applicant or any principal
(including any branch office manager)
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thereof or for the resubmission of a fin-
gerprint card will be deemed to have
withdrawn its registration application
and the temporary license issued to
such applicant and any associated per-
son thereof shall terminate imme-
diately.

[51 FR 45760, Dec. 22, 1986, as amended at 53
FR 8435, Mar. 15, 1988; 57 FR 23151, June 2,
1992]

§3.45 Restrictions upon activities.

(@) Subject to the provisions of §3.46
of this subpart and all of the obliga-
tions imposed on such registrants
under the Act (in particular, section 14
thereof) and the rules, regulations and
orders thereunder, an applicant for reg-
istration as an introducing broker who
has received written notification that a
temporary license has been granted
may act in the capacity of a guaran-
teed introducing broker.

(b) An applicant for registration as
an introducing broker who has received
a temporary license may be guaranteed
by a futures commission merchant
other than the futures commission
merchant which provided the initial
guarantee agreement described in
§3.44(a)(1) of this subpart: Provided,
That, at least 10 days prior to the effec-
tive date of the termination of the ex-
isting guarantee agreement in accord-
ance with the provisions of §1.10
()@ (i) or (j)(5) of this chapter, or such
other period of time as the National
Futures Association may allow for
good cause shown, the applicant files
with the National Futures Association
(1) written notice of such termination
and (2) a new guarantee agreement
with another futures commission mer-
chant effective the day following the
last effective date of the existing guar-
antee agreement.

[51 FR 45761, Dec. 22, 1986]

§3.46 Termination.

(a) A temporary license shall termi-
nate:

(1) Five days after service upon the
applicant of a notice by the National
Futures Association that the applicant
for registration may be found subject
to a statutory disqualification from
registration;
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(2) Immediately upon termination of
the applicant’s guarantee agreement in
accordance with §1.10(j)(4)(ii) or ()(5)
of this chapter, unless a new guarantee
agreement is filed in accordance with
§3.45(b);

(3) Immediately upon the failure of
an applicant to respond to a written re-
quest by the Commission or the Na-
tional Futures Association for clari-
fication of information set forth in the
application of the applicant or any
principal (including any branch office
manager) thereof or for the resubmis-
sion of a fingerprint card pursuant to
§3.44(c) in accordance with such re-
quest;

(4) Immediately upon the revocation
or withdrawal of the guarantor futures
commission merchant’s registration;

(5) Immediately upon the withdrawal
of the registration application pursu-
ant to §3.44(c);

(6) Immediately upon failure to com-
ply with an order to pay a civil mone-
tary penalty within the time permitted
under sections 6(e), 6b or 6c(d) of the
Act;

(7) Immediately upon failure to pay
the full amount of a reparation order
within the time permitted under sec-
tion 14(f) of the Act;

(8) Immediately upon failure to com-
ply with an award in an arbitration
proceeding conducted pursuant to part
180 of this chapter within the time per-
mitted for such compliance as specified
in section 10(g) of National Futures As-
sociation’s Code of Arbitration or the
comparable time period specified in the
rules of a contract market or other ap-
propriate arbitration forum;

(9) Whenever a person not listed as a
principal on the applicant’s initial reg-
istration application becomes a prin-
cipal under §3.1(a); or

(10) Immediately upon notice to the
applicant and the guarantor futures
commission merchant that:

(i) The applicant or any principal (in-
cluding any branch officer manager)
failed to disclose relevant disciplinary
history information in response to
items 11 through 15 on the applicant’s
Form 7-R or items 14 through 18 on a
principal’s Form 8-R; or

(ii) An event has occurred leading to
an affirmative response to any of items
11 through 15 on the applicant’s Form
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7-R or items 14 through 18 on a prin-
cipal’s Form 8-R.

(b) Upon termination, the applicant
may not engage in any activity which
requires registration as an introducing
broker.

[51 FR 45761, Dec. 22, 1986, as amended at 53
FR 8435, Mar. 15, 1988; 58 FR 19595, Apr. 15,
1993]

§3.47 Relationship to registration.

(a) A temporary license shall not be
deemed to be a registration or to con-
fer any right to such registration.

(b) Unless a temporary license has
terminated, a temporary license shall
become a registration upon the earlier
of:

(1) A determination by the National
Futures Association that the applicant
is qualified for registration as an intro-
ducing broker; or

(2) The expiration of six months from
the date of issuance unless a notice has
been issued under §3.60 of the initiation
of a proceeding to deny registration
under sections 8a(2) or 8a(3) of the Act.

[51 FR 45761, Dec. 22, 1986, as amended at 58
FR 19595, Apr. 15, 1993]

Subpart C—Denial, Suspension or
Revocation of Registration

SOURCE: 49 FR 8220, Mar. 5, 1984, unless oth-
erwise noted.

8§3.50 Service.

(a) For purposes of this subpart, serv-
ice upon an applicant or registrant will
be sufficient if mailed by registered
mail or certified mail return receipt re-
quested properly addressed to the ap-
plicant or registrant at the address
shown on his application or any
amendment thereto, and will be com-
plete upon mailing. Where a party ef-
fects service by mail, the time within
which the person served may respond
thereto shall be increased by three
days.

(b) A copy of any notice served in ac-
cordance with paragraph (a) of this sec-
tion shall also be served upon:

(1) Any registrant sponsoring the ap-
plicant or registrant pursuant to the
provisions of §3.12 of this part if the ap-
plicant or registrant is an individual
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registered as or applying for registra-
tion as an associated person; or

(2) Any futures commission merchant
which has entered into a guarantee
agreement in accordance with §1.10(j)
of this chapter, if the applicant or reg-
istrant is registered as or applying for
registration as an introducing broker.

(c) Documents served upon the Divi-
sion of Trading and Markets or upon
the Division of Enforcement or filed
with the Commission under this sub-
part shall be considered served or filed
only upon actual receipt at the Com-
mission’s Washington, DC office, Three
Lafayette Centre, 1155 21st Street, NW.,
Washington, DC 20581.

(d) Except for the documents which
may be served under §3.51, any docu-
ments served upon an applicant or reg-
istrant or upon the Division of Trading
and Markets or the Division of En-
forcement or filed with the Commis-
sion under this subpart shall be concur-
rently filed with the Proceedings
Clerk, together with proof of service, in
accordance with the provisions of
§10.12 (d) and (e) of this chapter.

[49 FR 8220, Mar. 5, 1984, as amended at 57 FR
23151, June 2, 1992; 60 FR 49334, Sept. 25, 1995;
60 FR 54801, Oct. 26, 1995]

§3.51 Withdrawal
registration.

(a) Notice. Whenever information
comes to the attention of the Commis-
sion that an applicant for initial reg-
istration in any capacity under the Act
may be found subject to a statutory
disqualification under sections 8a(2) or
8a(3) of the Act, the Commission may
serve written notice upon the appli-
cant, which notice shall specify the
statutory disqualifications to which
the applicant may be subject and ad-
vise the applicant that:

(1) The information, if true, is a basis
upon which the applicant’s registration
may be denied;

(2) Unless the applicant voluntarily
withdraws the application, it may be
necessary to institute the denial proce-
dures described in this subpart; and

(3) If the applicant does not confirm
in writing that the applicant wishes to
have the application given further con-
sideration, the application of the appli-
cant will be deemed to have been with-
drawn.

of application for
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(b) The applicant must serve the
written confirmation referred to in
paragraph (a)(3) of this section upon
the Secretary of the Commission on or
before twenty days after the date the
notice described in paragraph (a) of
this section is served.

[49 FR 8220, Mar. 5, 1984, as amended at 57 FR
23151, June 2, 1992]

8§3.52—3.54 [Reserved]

§3.55 Suspension and revocation of
registration pursuant to section
8a(2) of the Act.

(a) Notice. On the basis of information
obtained by the Commission, the Com-
mission may at any time serve notice
upon a registrant in any capacity
under the Act that:

(1) The Commission alleges and is
prepared to prove that the registrant is
subject to one or more of the statutory
disqualifications set forth in section
8a(2) of the Act;

(2) An Administrative Law Judge
shall make a determination, based
upon written evidence, as to whether
the registrant is subject to such statu-
tory disqualification; and

(3) If the registrant is found to be
subject to a statutory disqualification,
the registration of the registrant may
be suspended and the registrant or-
dered to show cause why such registra-
tion should not be revoked.

(b) Written submission. If the reg-
istrant wishes to challenge the accu-
racy of the allegations set forth in the
notice, the registrant may submit writ-
ten evidence limited to the type de-
scribed in §3.60(b)(1) of this part. Such
written submission must be served
upon the Division of Enforcement and
filed with the Proceedings Clerk within
twenty days of the date of service of
notice to the registrant.

(c) Reply. Within ten days of receipt
of any written submission filed by the
registrant, the Division of Enforcement
may serve upon the registrant and file
with the Proceedings Clerk a reply.

(d) Determination by Administrative
Law Judge. A determination by the Ad-
ministrative Law Judge as to whether
the registrant is subject to a statutory
disqualification must be based upon
the evidence of the statutory disquali-
fication, notice with proof of service,
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the written submission, if any, filed by
the registrant in response thereto, any
written reply submitted by the Divi-
sion of Enforcement and such other pa-
pers as the Administrative Law Judge
may require or permit.

(e) Suspension and order to show cause.
(1) If the registrant is found to be sub-
ject to a statutory disqualification, the
Administrative Law Judge, within
thirty days after receipt of the reg-
istrant’s written submission, if any,
and any reply thereto, shall issue an
interim order suspending the registra-
tion of the registrant and requiring the
registrant to show cause within twenty
days of the date of the order why, not-
withstanding the existence of the stat-
utory disqualification, the registration
of the registrant should not be re-
voked. The registration of the reg-
istrant shall be suspended, effective
five days after the order to show cause
is served upon the registrant in accord-
ance with §3.50(a), until a final order
with respect to the order to show cause
has been issued: Provided, That if the
sole basis upon which the registrant is
subject to statutory disqualification is
the existence of a temporary order,
judgment or decree of the type de-
scribed in section 8a(2)(C) of the Act,
the order to show cause shall not be
issued and the registrant shall be sus-
pended until such time as the tem-
porary order, judgment or decree shall
have expired: Provided, however, That
in no event shall the registrant be sus-
pended for a period to exceed six
months.

(2) If the registrant is found not to be
subject to a statutory disqualification,
the Administrative Law Judge shall
issue an order to that effect and the
Proceedings Clerk shall promptly serve
a copy of such order on the registrant,
the Division of Trading and Markets
and the Division of Enforcement. Such
order shall be effective as a final order
of the Commission fifteen days after
the date it is served upon the reg-
istrant in accordance with the provi-
sions of §3.50(a) of this part unless a
timely application for review is filed in
accordance with §10.102 of this chapter.
The appellate procedures set forth in
§§10.102, 10.103, 10.104, 10.106, 10.107 and
10.109 of this chapter shall apply to any
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appeal brought under paragraph (e)(2)
of this section.

(f) Further proceedings. If an order to
show cause is issued pursuant to para-
graph (e)(1) of this section, further pro-
ceedings on such order shall be con-
ducted in accordance with the provi-
sions of §3.60(b)-(j) of this part.

[49 FR 8220, Mar. 5, 1984, as amended at 57 FR
23151, June 2, 1992; 58 FR 19595, Apr. 15, 1993;
60 FR 54801, Oct. 26, 1995]

§3.56 Suspension or modification of
registration pursuant to section
8a(11) of the Act.

(a) Notice. (1) On the basis of informa-
tion obtained by the Commission, the
Commission may at any time serve
written notice upon a registrant in any
capacity under the Act that:

(i) The Commission alleges and is
prepared to prove, by reference to an
information, indictment or complaint
authorized by a United States Attor-
ney or an appropriate official of any
State that the registrant is charged
with the commission of or participa-
tion in a crime involving a violation of
the Act or a violation of any other pro-
vision of Federal or State law that
would reflect on the honesty or the fit-
ness of the person to act as a fiduciary
that is punishable by imprisonment for
a term exceeding one year, and that
continued registration of the person
may pose a threat to the public inter-
est or may threaten to impair public
confidence in any market regulated by
the Commission;

(i) An Administrative Law Judge
shall make a determination, based
upon written evidence and any oral
hearing granted, as to whether the reg-
istrant is charged with the Commission
of or participation in such a crime and
whether the continued registration of
the person may pose a threat to the
public interest or may threaten to im-
pair public confidence in any market
regulated by the Commission; and

(iii) If the registrant is found to be
charged with the commission of or par-
ticipation in such a crime and it is
found that the continued registration
of the person may pose a threat to the
public interest or may threaten to im-
pair public confidence in any market
regulated by the Commission, the reg-
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istration of the registrant shall be sus-
pended or modified.

(2) The notice referred to in para-
graph (a) of this section shall include a
short and plain statement that the
continued registration of the reg-
istrant may pose a threat to the public
interest or may threaten to impair
public confidence in any market regu-
lated by the Commission.

(b) Response. (1) If the registrant
wishes to challenge the accuracy of the
allegations in the notice, the reg-
istrant may submit written evidence as
to:

(i) The registrant’s identity;

(if) The existence of a clerical error
in any record documenting the infor-
mation, indictment or complaint;

(iii) The nature of the information,
indictment or complaint; or

(iv) The statement accompanying the
notice referred to in paragraph (a)(2) of
this section and, in an effort to have
his registration modified rather than
suspended, the Supplemental Sponsor
Certification Statement signed by a
sponsor, supervising floor broker or, in
the case of a floor trader, a supervising
registrant, principal or contract mar-
ket, as appropriate for the registrant
in accordance with §3.60(b)(2)(i) and
who meets the standard set forth in
§3.60(b)(2)(1)(A) and (C).

(2) The registrant may also request
an oral hearing, which shall include a
statement of the issues to be addressed,
a list of any witnesses to be called, a
summary of the testimony to be elic-
ited and copies of any documents to be
introduced. An oral hearing shall be
granted upon request.

(3) Such written submissions must be
served upon the Division of Enforce-
ment and filed with the Proceedings
Clerk within twenty days of the date of
service of notice to the registrant
under paragraph (a) of this section.

(c) Reply. Within ten days of receipt
of any written submission filed by the
registrant, the Division of Enforcement
may serve upon the registrant and file
with the Proceedings Clerk a reply.

(d) Oral hearing. An oral hearing shall
be conducted pursuant to such sections
of the Commission’s Rules of Practice,
17 CFR part 10, as the Administrative
Law Judge deems necessary and in a
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manner which shall ensure that the
proceeding is resolved expeditiously.

(e) Determination by Administrative
Law Judge. (1) A determination by the
Administrative Law Judge as to wheth-
er the Division of Enforcement has
shown by a preponderance of the evi-
dence that the registrant is charged
with the commission of or participa-
tion in a crime as set forth in the no-
tice and that the continued registra-
tion of the registrant may pose a
threat to the public interest or may
threaten to impair public confidence in
any market regulated by the Commis-
sion must be based upon the evidence
of service, the response, if any, filed by
the registrant, any written reply sub-
mitted by the Division of Enforcement
and such other papers as the Adminis-
trative Law Judge may require or per-
mit, and the oral hearing, if any. If the
Division of Enforcement has made the
required showings, the Administrative
Law Judge, within thirty days after
the last written submission or the oral
hearing, shall issue an order suspend-
ing or modifying the registration of the
registrant. If the Division of Enforce-
ment has not made the required
showings, the Administrative Law
Judge, within thirty days after the last
written submission or the oral hearing,
shall issue an order to that effect. The
Administrative Law Judge’s order shall
include a written determination set-
ting forth the basis for his ruling.

(2) The Proceedings Clerk shall
promptly serve a copy of such order on
the registrant, the Division of Trading
and Markets and the Division of En-
forcement. Such Order shall be effec-
tive as a final order of the Commission
fifteen days after the date it is served
upon the registrant in accordance with
the provisions of §3.50(a) unless a time-
ly application for review is filed in ac-
cordance with §10.102 of this chapter.
The appellate procedures set forth in
§§10.102, 10.103, 10.104, 10.106, 10.107 and
10.109 of this chapter shall apply to any
appeal brought under paragraph (e)(2)
of this section.

(f) Any order of suspension or modi-
fication issued under this section shall
remain in effect until such informa-
tion, indictment, or complaint is dis-
posed of or until terminated by the
Commission.
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(g) On disposition of such informa-
tion, indictment, or complaint, the
Commission may issue and serve on
such registrant a notice under §3.55 or
§3.60 to suspend, restrict, or revoke the
registration of such person.

(h) A finding of not guilty or other
disposition of the charge shall not pre-
clude the Commission from thereafter
instituting any other proceedings
under the Act or its rules.

(i) A person aggrieved by an order
issued under this section may obtain
review of such order in the same man-
ner and on the same terms and condi-
tions as are provided in section 6(c) of
the Act.

[58 FR 19595, Apr. 15, 1993, as amended at 60
FR 54801, Oct. 26, 1995]

§3.57 Proceedings under section

8a(2)(E) of the Act.

The Commission will not initiate a
proceeding under section 8a(2)(E) of the
Act, if respondeat superior is the sole
basis upon which the registrant may be
found subject to a statutory disquali-
fication.

§3.60 Procedure to deny, condition,
suspend, revoke or place restric-
tions upon registration pursuant to
sections 8a(2), 8a(3) and 8a(4) of the
Act.

(a) Notice. On the basis of information
obtained by the Commission, the Com-
mission may at any time give written
notice to any applicant for registration
or any registrant in any capacity under
the Act that:

(1) The Commission alleges and is
prepared to prove that the registrant
or applicant is subject to one or more
of the statutory disqualifications set
forth in section 8a(2), 8a(3) or 8a(4) of
the Act;

(2) The allegations set forth in the
notice, if true, constitute a basis upon
which registration may be denied,
granted upon conditions, suspended, re-
voked or restricted;

(3) The applicant or registrant is en-
titled to file a response within thirty
days of the date of service of the notice
to challenge the evidentiary basis of
the statutory disqualification set forth
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in the notice or show cause why, not-
withstanding the accuracy of those al-
legations, registration should never-
theless be granted, or granted upon
condition, or should not be condi-
tioned, suspended, revoked or re-
stricted; and

(4) If the applicant or registrant does
not file a timely response to the notice:

(i) The applicant or registrant will be
deemed to have waived his right to a
hearing on all issues and the facts stat-
ed in the notice shall be deemed to be
true and conclusive for the purpose of
finding that the applicant or registrant
is subject to a statutory disqualifica-
tion under sections 8a(2), 8a(3) or 8a(4)
of the Act; and

(if) A presiding officer may there-
after decide whether to issue an order
of default in accordance with para-
graph (g) of this section to deny, condi-
tion, suspend, revoke, or place restric-
tions upon registration based solely
upon the facts set forth in the notice.

(b) Response. Within thirty days after
service upon the applicant or reg-
istrant of a notice issued in accordance
with the provisions of paragraph (a) of
this section, the applicant or reg-
istrant shall file a response with the
Proceedings Clerk and serve a copy of
the response on the Division of En-
forcement.

(1) In the response, the applicant or
registrant shall state whether he chal-
lenges the evidentiary basis of the stat-
utory disqualification set forth in the
notice. The grounds for such a chal-
lenge shall include evidence as to:

(i) The applicant’s or registrant’s
identity,

(ii) The existence of a clerical error
in any record documenting the statu-
tory disqualification,

(iii) The nature or date of the statu-
tory disqualification,

(iv) The post-conviction modification
of any record of conviction, or

(v) The favorable disposition of any

appeal.
The applicant or registrant shall state
the nature of each challenge and sub-
mit a verified statement or affidavit to
support facts material to each chal-
lenge raised in the response.

(2)(i) In the response, if the person is
not an associated person, a floor broker
or a floor trader or an applicant for
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registration in any of those capacities,
the applicant or registrant shall also
state whether he intends to show that
registration would not pose a substan-
tial risk to the public despite the exist-
ence of the disqualification set forth in
the notice. If the person is an associ-
ated person, a floor broker or a floor
trader or an applicant for registration
in any of those capacities, the appli-
cant or registrant shall also state
whether he intends to show that full,
conditioned or restricted registration
would not pose a substantial risk to
the public despite the existence of the
disqualification set forth in the notice.
If the person is an associated person or
an applicant for registration as an as-
sociated person and intends to make
such a showing, he must also submit a
letter signed by an officer or general
partner authorized to bind the sponsor
whereby the sponsor agrees to sign a
Supplemental Sponsor Certification
Statement and supervise compliance
with any conditions or restrictions
that may be imposed on the applicant
or registrant as a result of a statutory
disqualification proceeding under this
section; if the person is a floor broker
or a floor trader or an applicant for
registration in either capacity and in-
tends to make such a showing, he
must, in the case of a floor broker or
applicant for registration as a floor
broker, also submit a letter signed by
his employer or if he has no employer
by another floor broker or, in the case
of a floor trader or applicant for reg-
istration as a floor trader, also submit
a letter signed by an officer of the floor
trader’s clearing member, if such offi-
cer is a registrant or a principal of a
registrant, or the chief operating offi-
cer of each contract market that has
granted trading privileges, whereby the
employer or floor broker, appropriate
registrant, principal or contract mar-
ket chief operating officer (on behalf of
the contract market) agrees to sign a
Supplemental Sponsor Certification
Statement and supervise compliance
with any conditions or restrictions
that may be imposed on the applicant
or registrant as a result of a statutory
disqualification proceeding under this
section: Provided, That, with respect to
such sponsor, supervising employer or
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floor broker, supervising registrant or
principal:

(A) An adjudicatory proceeding pur-
suant to the provisions of sections 6(c),
6(d), 6c, 6d, 8a or 9 of the Act is not
pending; and

(B) In the case of a sponsor which is
a futures commission merchant or a le-
verage transaction merchant, the spon-
sor is not subject to the reporting re-
quirements of §1.12(b) or §31.7(b) of this
chapter, respectively; and

(C) Such person is not barred from
service on self-regulatory organization
governing boards or committees based
on disciplinary history in accordance
with §1.63 of this chapter.

(ii) If, in the response, the applicant
or registrant states that he intends to
make the showing referred to in para-
graph (b)(2)(i) of this section, he shall
also, within fifteen days after filing his
initial response under paragraph (b) of
this section, file with the Proceedings
Clerk and serve a copy on the Division
of Enforcement a submission which in-
cludes a statement of the applicant,
registrant or his attorney identifying
and summarizing the testimony of each
witness whom the applicant or reg-
istrant intends to have testify in sup-
port of facts material to his showing,
and copies of all documents which the
applicant or registrant intends to in-
troduce to support facts material to his
showing. The factors forming the basis
for a disqualified applicant’s or reg-
istrant’s showing referred to in para-
graph (b)(2)(i) of this section may in-
clude:

(A) Evidence mitigating the serious-
ness of the wrongdoing underlying the
statutory disqualification set forth in
the notice;

(B) Evidence that the applicant or
registrant has undergone rehabilita-
tion since the time of the wrongdoing
underlying the statutory disqualifica-
tion; and

(C) If the person is an associated per-
son, floor broker or floor trader or an
applicant for registration in any of
those capacities, evidence that the ap-
plicant’s or registrant’s registration on
a conditioned or restricted basis would
be subject to supervisory controls like-
ly both to detect future wrongdoing by
the applicant or registrant and protect
the public from any harm arising from
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the applicant’s or registrant’s future
wrongdoing, including proposed condi-
tions or restrictions.

(c) Reply. Within thirty days after
the latter of the date the applicant or
registrant serves a copy of the response
on the Division of Enforcement (if no
further submission is to be made in ac-
cordance with paragraph (b)(2)(ii) of
this section), or the date the applicant
or registrant serves a copy of the fur-
ther submission made in accordance
with paragraph (b)(2)(ii) of this section
on the Division of Enforcement, the Di-
vision of Enforcement shall file a reply
thereto with the Proceedings Clerk and
serve a copy of the reply on the appli-
cant or registrant. The Division of En-
forcement’s reply shall include either:

(1) A motion for summary disposition
stating that there are no genuine
issues of material fact to be deter-
mined and that registration should be
denied or revoked, based upon the ap-
plicant’s or registrant’s response and
further submission, if any, and any
other materials which are attached to
the reply and would be admissible
under §10.91 of this chapter; or

(2) A description of factual issues
raised in the applicant’s or registrant’s
response and further submission, if
any, that the Division of Enforcement
regards as material and disputed. Such
a reply shall also include the identity
and a summary of the expected testi-
mony of each witness whom the Divi-
sion intends to have testify, and copies
of all documents which the Division in-
tends to introduce.

(d) Oral Presentation. Within thirty
days of the date the Division of En-
forcement files its reply in accordance
with the provisions of paragraph (c) of
this section to the applicant’s or reg-
istrant’s response and further submis-
sion, if any, the Administrative Law
Judge shall issue an order:

(1) If the Administrative Law Judge
finds, based on the motion for sum-
mary disposition, that a party is enti-
tled to judgment as a matter of law,
granting, denying, suspending, or re-
voking the registration of an applicant
or registrant, or dismissing the notice
issued in accordance with paragraph (a)
of this section, and such order shall be
made in accordance with the standards
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set forth in paragraphs (e) and (f) of
this section; or

(2) Notifying the parties of a time
and place of hearing. At such hearing,
the parties shall be limited to presen-
tation of witnesses and documents list-
ed in previous filings except, for good
cause shown, the parties may request
that the witness and document lists be
supplemented for purposes of rebuttal.
Such oral hearing shall be conducted in
accordance with §§10.61-10.81 and 10.83
of this chapter. The Administrative
Law Judge shall file an initial decision
after completion of the oral hearing in
accordance with the standards set
forth in paragraphs (e) and (f) of this
section.

(3) Upon notice that the Administra-
tive Law Judge has concluded that an
oral presentation is appropriate, the
parties may elect to participate by
telephone in accordance with the terms
set forth in §12.209(b) of this chapter.
To effect such an election, the party
shall file a notice with the Proceedings
Clerk and serve a copy on all opposing
parties within fifteen days of the date
the Administrative Law Judge’s notice
is served. The filing of an election to
participate by telephone will be
deemed a waiver of the party’s right to
a full oral hearing on the parties’ ma-
terial disputes of fact. The Administra-
tive Law Judge shall schedule a tele-
phonic hearing only if all parties to the
proceeding elect such a procedure. The
Administrative Law Judge shall con-
duct such a hearing in accordance with
§12.209(b) of this chapter. Following the
hearing, the Administrative Law Judge
shall issue a written decision in accord-
ance with the standards set forth in
paragraphs (e) and (f) of this section.

(e) Determination by Administrative
Law Judge—Standards of Proof. The Ad-
ministrative Law Judge’s written de-
termination shall specifically consider
whether the Division of Enforcement
has shown by a preponderance of the
evidence that the applicant or reg-
istrant is subject to the statutory dis-
qualification set forth in the notice
issued by the Commission and, where
appropriate:

(1) In actions involving statutory dis-
qualifications set forth in section 8a(2)
of the Act, whether the applicant or
registrant has made a clear and con-
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vincing showing that full, conditioned
or restricted registration would not
pose a substantial risk to the public de-
spite the existence of the statutory dis-
qualification; or

(2) In actions involving statutory dis-
qualifications set forth in sections 8a(3)
or 8a(4) of the Act, whether the appli-
cant or registrant has shown by a pre-
ponderance of the evidence that full,
conditioned or restricted registration
would not pose a substantial risk to
the public despite the existence of the
statutory disqualification.

(f) Determination of Administrative Law
Judge—Findings. In making his written
determination, the Administrative Law
Judge shall set forth the facts material
to his conclusion and provide an expla-
nation of his decision in light of the
statutory disqualification set forth in
the notice and, where appropriate, his
findings regarding:

(1) Evidence mitigating the serious-
ness of the wrongdoing underlying the
applicant’s or registrant’s statutory
disqualification;

(2) Evidence that the applicant or
registrant has undergone rehabilita-
tion since the time of the wrongdoing
underlying the statutory disqualifica-
tion; and

(3) If the person is an associated per-
son, a floor broker or a floor trader or
an applicant for registration in any of
those capacities, evidence that the ap-
plicant’s or registrant’s registration on
a conditioned or restricted basis would
be subject to supervisory controls like-
ly both to detect future wrongdoing by
the applicant or registrant and protect
the public from any harm arising from
future wrongdoing by the applicant or
registrant. Any decision providing for a
conditioned or restricted registration
shall take into consideration the appli-
cant’s or registrant’s statutory dis-
qualification and the time period re-
maining on such statutory disqualifica-
tion, and shall fix a time period after
which the registrant and his sponsor,
supervising employer or floor broker,
or supervising registrant, principal or
contract market may petition to lift or
modify the conditions or restrictions in
accordance with §3.64.

(g) Default. The procedures for ob-
taining a default order and the setting
aside of a default order in a proceeding
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instituted under this section shall fol-
low the procedures set forth in §§10.93
and 10.94 of this chapter.

(h) Settlements. (1) When offers may be
made. Parties may, at any time during
the course of the proceeding, propose
offers of settlement. All offers of set-
tlement shall be in writing.

(2) Content of offer. Each offer of set-
tlement made by a respondent shall:

(i) Acknowledge service of the notice;

(if) Admit the jurisdiction of the
Commission with respect to the mat-
ters set forth in the notice;

(iii) Include a waiver of:

(A) A hearing,

(B) All post-hearing procedures,

(C) Judicial review, and

(D) Any objection to the staff’s par-
ticipation in the Commission’s consid-
eration of the offer;

(iv) Stipulate the record basis on
which an order may be entered, which
may consist solely of the notice and
any findings contained in the offer of
settlement; and

(v) Consent to the entry of an order
reflecting the terms of settlement
agreed upon, including, where appro-
priate:

(A) Findings that the respondent is
subject to statutory disqualification
under sections 8a(2), 8a(3), or 8a(4) of
the Act, and

(B) The revocation, suspension, de-
nial or granting of full registration or
imposition of conditioned or restricted
registration.

(3) Submission of offer. Offers of settle-
ment made by a respondent shall be
submitted in writing to the Division of
Enforcement, which shall present them
to the Commission with the Division’s
recommendation. The respondent will
be informed if the recommendation
will be unfavorable, in which event the
offer shall not be presented to the Com-
mission unless the respondent so re-
quests. Any offer of settlement not pre-
sented to the Commission shall be null
and void with respect to any acknowl-
edgment, admission, waiver, stipula-
tion or consent contained in the offer
and shall not be used in any manner in
the proceeding by any party thereto.

(4) Acceptance of offer. The offer of
settlement will only be deemed accept-
ed upon issuance by the Commission of
an opinion and order based on the offer.
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Upon issuance of the opinion and order,
the proceeding shall be terminated as
to the respondent involved and so
noted on the docket by the Proceedings
Clerk.

(5) Rejection of offer. When an offer of
settlement is rejected, the party mak-
ing the offer shall be notified by the
Division of Enforcement and the offer
of settlement shall be deemed with-
drawn. A rejected offer of settlement
and any documents relating thereto
shall not constitute a part of the
record in the proceeding; and the offer
will be null and void with respect to
any acknowledgment, admission, waiv-
er, stipulation or consent contained in
the offer and shall not be used in any
manner in the proceeding by any party
thereto.

(i) Effect of the Administrative Law
Judge’s Determination. The Administra-
tive Law Judge’s written determina-
tion shall become the final decision of
the Commission thirty days following
the date the Proceedings Clerk serves
the determination on the parties un-
less:

(1) One or more of the parties files
and serves a timely notice of appeal in
accordance with §10.102 of this chapter;
or

(2) The Commission issues an order
staying the effective date of the deter-
mination and notifying the parties of
its intention to undertake sua sponte
review in accordance with §10.105 of
this chapter.

() Appeal. Following the filing of a
notice of appeal, the rules of appellate
procedure set forth in 8§10.102, 10.103,
10.104, 10.106, 10.107 and 10.109 of this
chapter shall apply to any proceeding
brought under this section.

(k) With the exception of 8§10.2
through 10.5, 10.7 through 10.12(a) (1),
10.12(a) (3) through 10.12(g), 10.26(a)—(d),
10.34, 10.43, 10.44 and 10.84 of this chap-
ter, or unless otherwise provided in
§§3.50 through 3.64 of this part, the pro-
visions of the Commission’s Rules of
Practice in part 10 of this chapter shall
not apply in any proceeding brought
under this part to deny, suspend, re-
voke, restrict or condition registration
pursuant to sections 8a(2), 8a(3) or 8a(4)
of the Commodity Exchange Act.
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(I) The failure of any sponsor, super-
vising employer or floor broker, or su-
pervising registrant, principal or con-
tract market to fulfill its obligations
with respect to supervision or monitor-
ing of a conditioned or restricted reg-
istrant as agreed to in the Supple-
mental Sponsor Certification State-
ment shall be deemed a violation of
this rule under the Act.

[57 FR 23152, June 2, 1992, as amended at 58
FR 19596, Apr. 15, 1993; 60 FR 54801, Oct. 26,
1995]

§3.61 Extensions of time for proceed-
ings brought under §3.55, §3.56, and
§3.60 of this part.

(@) In general. Except as otherwise
provided by law or by these rules, for
good cause shown, the Commission or
an Administrative Law Judge before
whom a proceeding brought under
§3.55, §83.56 or §3.60 is then pending, on
their own motion or the motion of a
party, may at any time extend or
shorten the time limit prescribed by
those rules for filing any document. In
any instance in which a time limit is
not prescribed for an action to be
taken concerning any matter, the Com-
mission or the Administrative Law
Judge may set a time limit for that ac-
tion.

(b) Motions for extension of time. Ab-
sent extraordinary circumstances, in
any instance in which a time limit that
has been prescribed for an action to be
taken concerning any matter exceeds
seven days from the date of the order
establishing the time limit, requests
for extension of time shall be filed at
least five (5) days prior to the expira-
tion of the time limit and shall explain
why an extension of time is necessary.

[57 FR 23154, June 2, 1992, as amended at 58
FR 19597, Apr. 15, 1993]

§3.62 [Reserved]

§3.63 Service of order issued by an
Administrative Law Judge or the
Commission.

A copy of any order issued pursuant
to §3.60 of this part shall be served
promptly upon the applicant or reg-
istrant, the Division of Trading and
Markets, the Division of Enforcement,
the National Futures Association, and
any contract markets where the appli-

17 CFR Ch. | (4-1-98 Edition)

cant or registrant is a member or has
trading privileges in accordance with
the provisions of §3.50(a) of this part.

[57 FR 23154, June 2, 1992]

§3.64 Procedure to lift or modify con-
ditions or restrictions.

(a) Petition. The registrant and his
sponsor or supervising floor broker
may file a petition with the Proceed-
ings Clerk and serve a copy of the peti-
tion on the Division of Enforcement to
lift or modify conditions or restrictions
on the registrant’s registration.

(1) The petition may be filed after the
period specified in the order imposing
the conditioned or restricted registra-
tion.

(2) In the petition, the registrant and
his sponsor, supervising employer or
floor broker, or supervising registrant,
principal or contract market shall be
limited to a showing, by affidavit, that
the conditions or restrictions have
been satisfied pursuant to the order
which imposed them. The affidavit
must be sworn to by a person with ac-
tual knowledge of the registrant’s ac-
tivities on behalf of the sponsor, super-
vising employer or floor broker, or su-
pervising registrant, principal or con-
tract market.

(b) Response. (1) Within thirty days of
receipt of the petition, pursuant to
paragraph (a) of this section, the Divi-
sion of Enforcement shall file a re-
sponse with the Proceedings Clerk. The
response must include a recommenda-
tion by the Division of Enforcement as
to whether to continue the conditions
or restrictions, modify the conditions
or restrictions, or to allow for a full
registration.

(2) If the Division of Enforcement
agrees with the petitioner’s request to
lift or modify conditions or restrictions
on the petitioner’s registration, it shall
so recommend to the Commission.
Such recommendation will only be
deemed accepted upon issuance by the
Commission of an order lifting or
modifying conditions or restrictions on
the petitioner’s registration. Such
order shall be so noted on the docket
by the Proceedings Clerk.

(c) Oral Presentation. If the Division
of Enforcement requests a continu-
ation, or a modification other than in
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accordance with the terms of the peti-
tion, of the restrictions or conditions
on the registration, the Administrative
Law Judge shall, within thirty days of
the date that the response is filed pur-
suant to paragraph (b) of this section,
determine whether an oral presen-
tation is appropriate to the reliable
resolution of the registrant’s petition.

(1) If the Administrative Law Judge
determines that an oral presentation is
appropriate, he shall notify the parties
of his determination and shall schedule
and conduct an oral hearing in accord-
ance with §§10.61 through 10.81 of this
chapter. Following the hearing, the Ad-
ministrative Law Judge shall issue a
written decision or an order.

(2) If the Administrative Law Judge
concludes that an oral presentation is
unnecessary, he shall notify the parties
and issue a written decision or an
order.

(d) Effect of the Administrative Law
Judge’s determination. The Administra-
tive Law Judge’s written determina-
tion shall become the final decision of
the Commission thirty days following
the date the Proceedings Clerk serves
the determination on the registrant,
the registrant’s sponsor, supervising
employer or floor broker, or super-
vising registrant, principal or contract
market, and the Division of Enforce-
ment unless one or more of the parties
files a timely notice of appeal in ac-
cordance with §10.102 of this chapter.

(e) Appeal. Following the filing of a
notice of appeal, the rules of appellate
procedure set forth in §§10.102, 10.103,
10.104, 10.106, 10.107 and 10.109 of this
chapter shall apply to any proceeding
brought under this section.

[57 FR 23154, June 2, 1992, as amended at 58
FR 19597, Apr. 15, 1993; 60 FR 54801, Oct. 26,
1995]

Subpart D—Notice Under Section
4k(5) of the Act

§3.70 Notification of certain informa-
tion regarding associated persons.

(a) Notice. A registrant must notify
the Commission under section 4Kk(5) of
the Act of any facts regarding an asso-
ciated person of the registrant or an
applicant for registration as an associ-
ated person whom it has sponsored pur-
suant to the provisions of §3.12 of this

§3.75

part or whom it intends to hire or oth-
erwise employ as an associated person
which are set forth as statutory dis-
qualifications in section 8a(2) of the
Act within ten business days of the
date upon which the registrant first
knows or should have known such
facts. Notice to the Commission shall
be sufficient if the registrant gives no-
tice to the Director of the Division of
Trading and Markets or the Director’s
designee by telephone and confirms
such notice in writing by certified or
registered mail or equivalent means to
the Commission at its Washington, DC
office (Attn: Chief Counsel, Division of
Trading and Markets, Commodity Fu-
tures Trading Commission, Three La-
fayette Centre, 1155 21st Street, NW.,
Washington, DC 20581).

(b) Unlawful to act as an associated
person. Upon the earlier of notification
to the Commission by the registrant
pursuant to paragraph (a) of this sec-
tion, or actual receipt of notice to the
registrant pursuant to §3.50(b)(1) of
this part, that an associated person of
the registrant or an applicant for reg-
istration as an associated person may
be subject to a statutory disqualifica-
tion as set forth in section 8a(2) of the
Act, it shall be unlawful for the reg-
istrant to permit such person to act in
the capacity of an associated person of
the registrant until the Commission
determines that such person should
nonetheless be registered.

(c) Proceedings under subpart C. Upon
notification to the Commission by the
registrant under paragraph (a) of this
section, the Commission may promptly
issue notice under §3.55 or §3.60 of this
part, as appropriate, to suspend and re-
voke the registration of the associated
person of the registrant or to deny the
registration of the applicant for reg-
istration as an associated person of the
registrant.

[49 FR 8223, Mar. 5, 1984, as amended at 57 FR
23155, June 2, 1992; 60 FR 49334, Sept. 25, 1995]

Subpart E—Delegation and
Reservation of Authority

§3.75 Delegation and reservation of
authority.
(@) The Commission hereby dele-
gates, until such time as it orders oth-
erwise, the authority to perform all
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functions specified in subparts B
through D to the persons authorized to
perform them thereunder.

(b) Nothing in this subpart shall pre-
vent the Commission from exercising
the authority delegated therein.

(c) The Commission reserves to itself
the decision in any case to proceed by
order, upon notice and hearing, to
deny, suspend, condition or restrict the
registration of any person pursuant to
sections 8a(2), 8a(3) and 8a(4) of the
Act.

(d) Nothing in this part shall affect
the authority of the Commission to in-
stitute a proceeding pursuant to sec-
tion 6(c) of the Act.

(e) The Commission may, by order of
delegation, authorize a futures associa-
tion registered pursuant to section 17
of the Act to perform all or any portion
of the registration functions under sub-
parts B through D in accordance with
rules or procedures adopted by such fu-
tures association and submitted to the
Commission pursuant to section 17(j) of
the Act and subject to the applicable
provisions of the Act.

[49 FR 8224, Mar. 5, 1984, as amended at 57 FR
23155, June 2, 1992; 59 FR 5315, Feb. 4, 1994]

APPENDIX A TO PART 3—
INTERPRETATIVE STATEMENT WITH
RESPECT TO SECTION 8a(2) (C) AND
(E) AND SECTION 8a(3) (J) AND (M) OF
THE COMMODITY EXCHANGE ACT

Section 8a(2) (C) and (E)

The provisions of sections 8a(2)-8a(4) of the
Commodity Exchange Act (‘‘Act’) establish
a system of statutory disqualifications pur-
suant to which the Commission may find an
applicant or registrant unfit for registration
and vest the Commission with wide discre-
tion to deny, condition, suspend, restrict or
revoke the registration of any person subject
to one or more of the disqualifications set
forth therein. The Commission recognizes
that the full exercise of its authority under
these provisions of the Act may have unin-
tended results. In particular, the exercise of
such authority may, in certain cases, impede
the efficient enforcement of the Act and the
various federal and state securities acts.

At this time, the Commission cannot an-
ticipate all of the circumstances under
which it may elect not to exercise its au-
thority under sections 8a(2)-8a(4). Until the
Commission has gained experience with
these provisions of the Act, such determina-
tions generally must be made on a case-by-
case basis. Nonetheless, the Commission has
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identified two paragraphs of section 8a(2) of
the Act which it has determined to interpret
more narrowly than required.

Section 8a(2)(C). Section 8a(2) of the Act au-
thorizes the Commission to deny, condition,
suspend or restrict the registration of any
person ‘“‘upon notice, but without a hearing”’
and to revoke the registration of any person
“with such hearing as may be appropriate,”
if such person is subject to one or more of
the disqualifications described in paragraphs
(A)—(H). Section 8a(2)(C) authorizes the Com-
mission to affect the registration of any per-
son:

“if such person is permanently or tempo-
rarily enjoined by order, judgment, or decree
of any court of competent jurisdiction * * *
, including an order entered pursuant to an
agreement of settlement to which the Com-
mission or any Federal or State agency or
other governmental body is a party, from (i)
acting as a futures commission merchant, in-
troducing broker, floor broker, floor trader,
commodity trading advisor, commodity pool
operator, associated person of any registrant
under the Act, securities broker, securities
dealer, municipal securities broker, munici-
pal securities dealer, transfer agent, clearing
agency, securities information processor, in-
vestment advisor, investment company, or
affiliated person or employee of any of the
foregoing or (ii) engaging in or continuing
any activity involving any transaction in or
advice concerning contracts of sale of a com-
modity for future delivery, concerning mat-
ters subject to Commission regulation under
section 4c or 19 of the Act, or concerning se-
curities;”’

The Commission believes that a person en-
joined from acting in a certain capacity as
described in section 8a(2)(C)(i), even if the
order of injunction is entered into pursuant
to an agreement of settlement, similarly
should be prohibited from acting in any
other capacity which requires registration
with the Commission. Therefore, the Com-
mission does not intend to limit its author-
ity under section 8a(2)(C)(i) of the Act.

However, the Commission is also aware
that it has often initiated proceedings in
which the sole relief sought was an injunc-
tion from engaging in certain conduct. In
such circumstances, the Commission has ac-
cepted offers of settlement which provide
that the findings set forth in the settlement
will not form the sole basis for the denial,
suspension or revocation of such person’s
registration with the Commission. The Com-
mission does not wish to impede the resolu-
tion by negotiated settlement of such pro-
ceedings. Therefore, the Commission has de-
termined that it will not exercise its author-
ity under section 8a(2)(C)(ii) of the Act with
respect to any person temporarily or perma-
nently enjoined by agreement of settlement
from engaging in any conduct described in
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that paragraph, if the agreement of settle-
ment clearly restricts the use of such order
of injunction or any findings set forth there-
in in subsequent or collateral proceedings.

Thus, a provision in the agreement of set-
tlement to the effect, inter alia, that the
findings set forth in the agreement will not
form the sole basis upon which the registra-
tion of such person may be affected will pre-
clude a collateral proceeding under section
8a(2)(C)(ii) where the sole basis for such pro-
ceeding is the agreement of settlement. Un-
less otherwise precluded in the agreement of
settlement, however, the person will be col-
laterally estopped from denying the findings
set forth therein, whether or not admitted,
in any other subsequent or collateral pro-
ceeding and such findings may, in conjunc-
tion with the findings in such subsequent or
collateral proceeding, form a basis for affect-
ing the registration of that person or impos-
ing such other sanctions as may be deemed
appropriate.

Section 8a(2)(E) of the Act authorizes the
Commission to affect the registration of any
person:

If such person, within ten years preceding
the filing of the application or at any time
thereafter, has been found in a proceeding
brought by the Commission or any Federal
or State agency or other governmental body,
or by agreement of settlement to which the
Commission or any Federal or State agency
or other governmental body is a party, (i) to
have violated any provision of this Act, [the
securities acts], chapter 96 of title 18 of the
United States Code, or any similar statute of
a State or foreign jurisdiction, or any rule,
regulation, or order under any such statutes,
or the rules of the Municipal Securities
Rulemaking Board where such violation in-
volves embezzlement, theft, extortion, fraud,
fraudulent conversion, misappropriation of
funds, securities or property, forgery, coun-
terfeiting, false pretenses, bribery, or gam-
bling, or (ii) to have willfully aided, abetted,
counseled, commanded, induced, or procured
such violation by any other person;

As in section 8a(2)(C)(ii), the Commission
will not exercise its authority under section
8a(2)(E) of the Act with respect to any person
subject to a statutory disqualification there-
under, if the findings are part of an agree-
ment of settlement which clearly restricts
the use of such findings by inclusion of a pro-
vision to the effect, inter alia, that the find-
ings set forth in the agreement will not form
the sole basis upon which the registration of
such person may be affected.

Section 2(a)(1)(A) of the Act, inter alia,
codifies the legal concept of respondant supe-
rior by providing that a futures commission
merchant, introducing broker, commodity
trading advisor, commodity pool operator or
leverage transaction merchant may be held
liable for the conduct of an associated person

Pt. 3, App. A

sponsored by such registrant.” Thus, findings
of the type described in paragraph (E) may
be entered against a registrant solely be-
cause such registrant is responsible, under
section 2(a)(1)(A) of the Act, for the conduct
of its associated persons. As prescribed in
§3.57 of the Commission’s regulations, how-
ever, the Commission will not exercise its
authority under section 8a(2)(E) to affect the
registration of such registrant, if respondant
superior is the sole basis for finding that the
registrant is subject to a statutory disquali-
fication.

The Commission notes that section 8a(3)(C)
and 8a(4) authorize the Commission to affect
the registration of a person if it is found,
after notice and opportunity for a hearing,
that such person ‘‘failed reasonably to super-
vise another person, who is subject to such
person’s supervision, with a view to prevent-
ing violations of this Act or [the securities
acts], or of any of the rules, regulation or or-
ders thereunder, and the person subject to
supervision committed such a violation
** *” In this connection, the Commission
believes that any proceeding to affect the
registration of a registrant against which
findings have been made solely pursuant to
section 2(a)(1)(A) of the Act is more appro-
priately initiated under the provisions of
section 8a(3)(C) and 8a(4).

Section 8a(2)(E) may also be interpreted to
authorize the Commission to affect the reg-
istration of any person if the findings de-
scribed therein are made in a proceeding ini-
tiated by a private party either in a court of
law or in a reparations proceeding under sec-
tion 14 of the Act. At the present time, how-
ever, the Commission does not intend to ex-
ercise its authority under section 8a(2)(E) on
the basis of such findings. The Commission
believes that such proceedings are intended
primarily to provide restitution to the cus-
tomer and are not intended to be punitive in
nature. Therefore, it may not be appropriate
to use findings in such proceedings to affect
the registration of any person under section
8a(2)(E).

At the same time, however, such findings
may form the basis of a proceeding against a
person under the provisions of section
8a(3)(M) and 8a(4), which authorize the Com-
mission, after notice and opportunity for a
hearing, to deny, condition, suspend, restrict
or revoke the registration of any person if

* Specifically, section 2(a)(1)(A)(iii) of the
Act provides in part, that the ‘“‘act, omission
or failure of any official, agent, or other per-
son acting for any individual, association,
partnership, corporation, or trust within the
scope of his employment or office shall be
deemed the act, omission, or failure of such
individual, association, partnership, corpora-
tion, or trust as well as of such official,
agent, or other person.” 7 U.S.C. 4 (1982).
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“there is other good cause.”” Similarly, such
findings may form the basis for a proceeding
against a registrant under sections 8a(3)(C)
and 8a(4) for the failure of such registrant
“‘reasonably to supervise another person,
who is subject to such person’s supervision,
with a view to preventing violations of this
Act * * * or of any of the rules, regulations
or orders thereunder * * * Moreover, be-
cause the Commission views actions by pri-
vate parties as an important adjunct to the
Commission’s own enforcement proceedings,
the Commission intends to monitor carefully
decisions in such proceedings and may
amend this interpretation if deemed appro-
priate.

Section 8a(3) (J) and (M)

Section 8a(3) authorizes the Commission to
refuse to register an applicant for registra-
tion if, after notice and opportunity for a
hearing, the applicant is found subject to one
or more of the disqualifications described in
paragraphs (A)—-(M). Section 8a(4) authorizes
the Commission, after notice and oppor-
tunity for a hearing, to condition, suspend,
restrict, or revoke the registration of any
person subject to a disqualification under
section 8a(3).

Section 8a(3)(J) authorizes the Commission
to affect the registration of any person if:

such person is subject to an outstanding
order denying, suspending, or expelling such
person from membership in a contract mar-
ket, a registered futures association, any
other self-regulatory organization or any
foreign regulatory body that the Commission
recognizes as having a comparable regu-
latory program, or barring or suspending
such person from being associated with any
member or members of such contract mar-
ket, association, self-regulatory organiza-
tion, or foreign regulatory body.

The Commission interprets the term “‘self-
regulatory organization” to include, in addi-
tion to a contract market and a registered
futures association, any self-regulatory orga-
nization as defined in section 3(a)(26) of the
Securities Exchange Act of 1934. Thus, a self-
regulatory organization includes any na-
tional securities exchange, any registered se-
curities association, any registered clearing
agency and the Municipal Securities Rule-
making Board.

Section 8a(3)(M). Section 8a(3)(M) author-
izes the Commission to affect the registra-
tion of any person if ‘“‘there is other good
cause’’. Specifically, the Commission inter-
prets paragraph (M) to authorize the Com-
mission to refuse to register such person in
any new capacity, if such person, or any
principal of such person, is the subject of an
administrative proceeding brought by the
Commission to revoke the existing registra-
tion of such person in any other capacity,
pending a final decision in such administra-
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tive proceeding. The Commission believes it
would be inconsistent to register a person in
a new capacity, thereby determining that
such person is qualified to be registered,
while simultaneously seeking to revoke such
person’s registration in a different capacity
because such person’s conduct disqualifies
him from registration.

Similarly, the Commission interprets para-
graph (M) to authorize the Commission to
refuse to register, register conditionally or
otherwise affect the registration of any per-
son if such person has consented, in connec-
tion with an agreement of settlement with a
contract market, a registered futures asso-
ciation, or any other self-regulatory organi-
zation, to comply with an undertaking to
withdraw all forms of existing or pending
registration and/or not to apply for registra-
tion with the National Futures Association
or the Commission in any capacity. Such
person’s effort to violate his or her prior un-
dertaking to withdraw from and/or not to
apply for registration shall be considered to
constitute ‘“‘other good cause’” under para-
graph (M). The Commission believes that al-
lowing such a person to be registered would
be inappropriate and inconsistent with the
intention of parties to the prior settlement
agreement. The failure to withdraw or the
attempt to register in the face of such an un-
dertaking would indicate the lack of fair and
honest dealing which the Commission be-
lieves constitutes ‘‘other good cause’ for de-
nying, revoking or conditioning registration
under the Act. The Commission also believes
that allowing registration in such a situa-
tion would be inconsistent with both Section
8a(2)(A), which authorizes the Commission to
refuse to register, to register conditionally,
or to revoke, suspend or place restrictions
upon the registration of any person if such
person’s prior registration has been sus-
pended (and the period of such suspension
has not expired) or has been revoked, and
Section 8a(3)(J), which authorizes the Com-
mission to refuse to register or to register
conditionally any person if he or she is sub-
ject to an outstanding order denying, sus-
pending, or expelling such person from mem-
bership in a contract market, a registered fu-
tures association, or any other self-regu-
latory organization.

Good cause to affect a person’s registration
also exists: (1) If the operations of such per-
son disrupt or would tend to disrupt orderly
market conditions, or cause or would tend to
cause sudden or unreasonable fluctuations or
unwarranted changes in the price of com-
modities or contracts for future delivery of
commodities or commodity options; (2) if
such person has used or is using in its name
a term such as ‘“‘board of trade’, ‘‘clearing
corporation’ or ‘“‘exchange’ in a misleading
context, or uses any terms in its representa-
tions to the public which may indicate that
the person is a contract market or a member
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of a contract market when such is not the
case, or has used or is using a misleading
name which would tend to suggest to the
public that the person is affiliated with an-
other person when that is not the case or
that the person is engaged in a commodity-
related business when the person is not in
fact substantially so engaged, or has failed
to disclose to the public an agency relation-
ship with another person when such failure
could mislead the public; (3) if such person is
subject to an outstanding order denying, sus-
pending or revoking the license of such per-
son by a licensing authority, such as a state
real estate or insurance commission; and (4)
if such person has failed to answer the in-
quiries or requests for further information
concerning an application for registration
filed with the Commission.

This listing, of course, is not exclusive. In
general, the Commission interprets para-
graph (M) to authorize the Commission to af-
fect the registration of any person if, as a re-
sult of any act or pattern of conduct attrib-
utable to such person, although never the
subject of formal action or proceeding before
either a court or governmental agency, such
person’s potential disregard of or inability to
comply with the requirements of the Act or
the rules, regulations or order thereunder, or
such person’s moral turpitude, or lack of
honesty or financial responsibility is dem-
onstrated to the Commission.

Any inability to deal fairly with the public
and consistent with just and equitable prin-
ciples of trade may render an applicant or
registrant unfit for registration, given the
high ethical standards which must prevail in
the industry.

[49 FR 8224, Mar. 5, 1984, as amended at 58 FR
19597, Apr. 15, 1993; 59 FR 5315, Feb. 4, 1994; 61
FR 58628, Nov. 18, 1996]

PART 4—COMMODITY POOL OPER-
ATORS AND COMMODITY TRAD-
ING ADVISORS

Subpart A—General Provisions, Definitions
and Exemptions

Sec.

4.1 Requirements as to form.

4.2 Requirements as to filing.

4.3—4.4 [Reserved]

4.5 Exclusion for certain otherwise regu-
lated persons from the definition of the
term ‘““‘commodity pool operator.”

4.6 Exclusion for certain otherwise regu-
lated persons from the definition of the
term ‘“‘commodity trading advisor.”

4.7 Exemption from certain part 4 require-
ments with respect to pools whose par-
ticipants are limited to qualified eligible
participants and with respect to com-

§4.1

modity trading advisors’ accounts for cli-
ents that are qualified eligible clients.

4.8 Exemption from certain requirements of
rule 4.26 with respect to pools offered or
sold in certain offerings exempt from
registration under the Securities Act.

4.9 [Reserved]

4.10 Definitions.

4.11 Exemption from section 4n(3)(B).

4.12 Exemption from provisions of part 4.

4.13 Exemption from registration as a com-
modity pool operator.

4.14 Exemption from registration as a com-
modity trading advisor.

4.15 Continued applicability of antifraud
section.

4.16 Prohibited representations.

Subpart B—Commodity Pool Operators

4.20 Prohibited activities.
4.21 Required delivery of pool
Document.
Reporting to pool participants.
Recordkeeping.
General disclosures required.
Performance disclosures.
Use, amendment and filing of Disclo-
sure Document.

Disclosure

4.22
4.23
4.24
4.25
4.26

Subpart C—Commodity Trading Advisors

4.30 Prohibited activities.
4.31 Required delivery of Disclosure Docu-
ment to prospective clients.
[Reserved]
Recordkeeping.
General disclosures required.
Performance disclosures.
Use, amendment and filing of Disclo-
sure Document.

4.32
4.33
4.34
4.35
4.36

Subpart D—Advertising

4.40 [Reserved]

4.41 Advertising by commodity pool opera-
tors, commodity trading advisors, and
the principals thereof.

AUTHORITY: 7 U.S.C. 1a, 2, 4, 6b, 6c, 61, 6m,

6n, 60, 12a, and 23.

SOURCE: 46 FR 26013, May 8, 1981, unless
otherwise noted.

Subpart A—General Provisions,
Definitions and Exemptions

§4.1 Requirements as to form.

(a) Each document distributed pursu-
ant to this part 4 must be:

(1) Clear and legible;

(2) Paginated; and

(3) Fastened in a secure manner.

(b) Information that is required to be
“prominently’”” disclosed under this
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