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unless the arbitrators in a particular 
proceeding determine that the cus-
tomer has acted in bad faith in initi-
ating or conducting that proceeding. 

(7) Cautionary Language. The agree-
ment must include the following lan-
guage printed in large boldface type:

THREE FORUMS EXIST FOR THE RESOLUTION 
OF COMMODITY DISPUTES: CIVIL COURT LITIGA-
TION, REPARATIONS AT THE COMMODITY FU-
TURES TRADING COMMISSION (CFTC) AND ARBI-
TRATION CONDUCTED BY A SELF-REGULATORY 
OR OTHER PRIVATE ORGANIZATION.

The CFTC recognizes that the opportunity 
to settle disputes by arbitration may in 
some cases provide many benefits to cus-
tomers, including the ability to obtain an ex-
peditious and final resolution of disputes 
without incurring substantial costs. The 
CFTC requires, however, that each customer 
individually examine the relative merits of 
arbitration and that your consent to this ar-
bitration agreement be voluntary. 

By signing this agreement, you: (1) May be 
waiving your right to sue in a court of law; 
and (2) are agreeing to be bound by arbitra-
tion of any claims or counterclaims which 
you or [name] may submit to arbitration 
under this agreement. You are not, however, 
waiving your right to elect instead to peti-
tion the CFTC to institute reparations pro-
ceedings under Section 14 of the Commodity 
Exchange Act with respect to any dispute 
that may be arbitrated pursuant to this 
agreement. In the event a dispute arises, you 
will be notified if [name] intends to submit 
the dispute to arbitration. If you believe a 
violation of the Commodity Exchange Act is 
involved and if you prefer to request a sec-
tion 14 ‘‘Reparations’’ proceeding before the 
CFTC, you will have 45 days from the date of 
such notice in which to make that election. 

You need not sign this agreement to open 
or maintain an account with [name]. See 17 
CFR 166.5.

(d) Enforceability. A dispute settle-
ment procedure may require parties 
utilizing such procedure to agree, 
under applicable state law, submission 
agreement or otherwise, to be bound by 
an award rendered in the procedure, 
provided that the agreement to submit 
the claim or grievance to the procedure 
was made in accordance with para-
graph (c) or (g) of this section or that 
the agreement to submit the claim or 
grievance was made after the claim or 
grievance arose. Any award so rendered 
shall be enforceable in accordance with 
applicable law. 

(e) Time limits for submission of claims. 
The dispute settlement procedure es-

tablished by a designated contract 
market shall not include any unreason-
ably short limitation period fore-
closing submission of customers’ 
claims or grievances or counterclaims. 

(f) Counterclaims. A procedure estab-
lished by a designated contract market 
under the Act for the settlement of 
customers’ claims or grievances 
against a member or employee thereof 
may permit the submission of a coun-
terclaim in the procedure by a person 
against whom a claim or grievance is 
brought. The designated contract mar-
ket may permit such a counterclaim 
where the counterclaim arises out of 
the transaction or occurrence that is 
the subject of the customer’s claim or 
grievance and does not require for ad-
judication the presence of essential 
witnesses, parties, or third persons 
over whom the designated contract 
market does not have jurisdiction. 
Other counterclaims arising out of a 
transaction subject to the Act and 
rules promulgated thereunder for 
which the customer utilizes the serv-
ices of the registrant may be permis-
sible where the customer and the reg-
istrant have agreed in advance to re-
quire that all such submissions be in-
cluded in the proceeding, and if the ag-
gregate monetary value of the counter-
claims is capable of calculation. 

(g) Eligible contract participants. A 
person who is an ‘‘eligible contract par-
ticipant’’ as defined in section 1a(12) of 
the Act may negotiate any term of an 
agreement or understanding with a 
Commission registrant in which the el-
igible contract participant agrees, 
prior to the time a claim or grievance 
arises, to submit such claim or griev-
ance to any settlement procedure pro-
vided for in the agreement. 

[66 FR 42287, Aug. 10, 2001]

PART 170—REGISTERED FUTURES 
ASSOCIATIONS

Subpart A—Standards Governing Commis-
sion Review of Applications for Reg-
istration as a Futures Association Under 
Section 17 of the Act

Sec.
170.1 Demonstration of purposes (section 

17(b)(1) of the Act). 
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170.2 Membership restrictions (section 
17(b)(2) of the Act). 

170.3 Fair and equitable representation of 
members (section 17(b)(5) of the Act). 

170.4 Allocation of dues (section 17(b)(6) of 
the Act). 

170.5 Prevention of fraudulent and manipu-
lative practices (section 17(b)(7) of the 
Act). 

170.6 Disciplinary proceedings (sections 
17(b)(8) and (b)(9) of the Act). 

170.7 Membership denial (section 17(b)(9) of 
the Act). 

170.8 Settlement of customer disputes (sec-
tion 17(b)(10) of the Act). 

170.9 General standard. 
170.10 Proficiency examinations (sections 4p 

and 17(p) of the Act).

Subpart B—Registration Statement of Fu-
tures Associations to be Submitted to 
the Commission

170.11 Form of registration statement; re-
view of registration statement. 

170.12 Delegation of authority to Director of 
the Division of Clearing and Inter-
mediary Oversight.

Subpart C—Membership in a Registered 
Futures Association

170.15 Futures commission merchants.

AUTHORITY: 7 U.S.C. 6p, 12a, and 21, as 
amended by the Commodity Futures Mod-
ernization Act of 2000, Appendix E of Pub. L. 
106–554, 114 Stat. 2763 (2000).

SOURCE: 44 FR 20651, Apr. 6, 1979, unless 
otherwise noted.

Subpart A—Standards Governing 
Commission Review of Appli-
cations for Registration as a 
Futures Association Under 
Section 17 of the Act

§ 170.1 Demonstration of purposes 
(section 17(b)(1) of the Act). 

A futures association must dem-
onstrate that it will be able to carry 
out the purposes of section 17 of the 
Act. Since a basic purpose of a futures 
association is to regulate the practices 
of its members, an association should 
demonstrate that it will require its 
members to adhere to regulatory re-
quirements governing their business 
practices at least as stringent as those 
imposed by the Commission. For exam-
ple, the association should be prepared 
to establish and maintain in accord-

ance with § 1.52 of this chapter, a finan-
cial compliance program for those 
members of the association who are fu-
tures commission merchants.

§ 170.2 Membership restrictions (sec-
tion 17(b)(2) of the Act). 

If it appears to the Commission to be 
necessary or appropriate in the public 
interest and to carry out the purposes 
of section 17 of the Act, a futures asso-
ciation may restrict its membership to 
individuals registered by the Commis-
sion in a particular capacity or to indi-
viduals doing business in a particular 
geographical region or to firms having 
a particular level of capital assets or 
which engage in a specified amount of 
business per year. 

[48 FR 35305, Aug, 3, 1983]

§ 170.3 Fair and equitable representa-
tion of members (section 17(b)(5) of 
the Act). 

A futures association must assure 
fair and equitable representation of the 
views and interests of all association 
members in the procedures providing 
for the adoption, amendment or repeal 
of any association rule, in an associa-
tion’s procedure for the selection of as-
sociation officers and directors and in 
all other phases of the association’s af-
fairs and activities, including discipli-
nary and membership hearings. No sin-
gle group or class of association mem-
bers shall dominate or otherwise exer-
cise disproportionate influence on any 
governing board of an association or on 
any disciplinary or membership panel 
of such an association. Non-members of 
the association shall be represented 
wherever practicable on any board or 
hearing panel of the association.

§ 170.4 Allocation of dues (section 
17(b)(6) of the Act). 

Dues imposed on members of a fu-
tures association must be allocated eq-
uitably among members and may not 
be structured in a manner constituting 
a barrier to entry of any person seek-
ing to engage in commodity-related 
business activities.
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