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component stocks, the method of index cal-
culation, the total capitalization of stocks 
underlying he index, the number, weighting 
and capitalization of individual stocks in the 
index, and the existence of surveillance shar-
ing agreements between the board of trade 
and the securities exchange(s) on which the 
underlying securities are traded. 

F. To verify that the index is not narrow 
based, the Division considers the number and 
weighting of the component securities and 
the value of average daily trading volume of 
the lowest weighted quartile of securities. 
Under the Act, a security index is narrow-
based if it meets any one of the following cri-
teria: 

(1) The index is composed of fewer than 10 
securities; 

(2) Any single security comprises more 
than 30% of the total index weight 

(3) The five largest securities comprise 
more than 60% of the total index weight; or 

(4) The lowest-weighted securities that to-
gether account for 25% of the total weight of 
the index have an aggregate dollar value of 
average daily trading volume of less than 
US$30 million (or US$50 million if the index 
includes fewer than 15 securities). 

G. Accordingly, a foreign board of trade 
seeking no-action relief to offer and to sell, 
to persons located in the U.S., a futures con-
tract on a non-narrow based foreign security 
index traded on that foreign board of trade 
should submit to the Office of General Coun-
sel the following in English: 

(1) The terms and conditions of the con-
tract and all other relevant rules of the ex-
change and, if applicable, of the exchange on 
which the underlying securities are traded, 
which have an effect on the over-all trading 
of the contract, including circuit breakers, 
price limits, position limits or other controls 
on trading; 

(2) Surveillance agreements between the 
foreign board of trade and the exchange(s) on 
which the underlying securities are traded; 

(3) Assurances from the foreign board of 
trade of its ability and willingness to share 
information with the Commission, either di-
rectly or indirectly; 

(4) When applicable, information regarding 
foreign blocking statutes and their impact 
on the ability of United States government 
agencies to obtain information concerning 
the trading of such contracts; 

(5) Information and data denoted in U.S. 
dollars (and the conversion date and rate 
used) relating to: 

(i) The method of computation, avail-
ability, and timeliness of the index; 

(ii) The total capitalization, number of 
stocks (including the number of unaffiliated 
issuers if different from the number of 
stocks), and weighting of the stocks by cap-
italization and, if applicable, by price in the 
index as well as the combined weighting of 

the five highest-weighted stocks in the 
index; 

(iii) Procedures and criteria for selection 
of individual securities for inclusion in, or 
removal from, the index, how often the index 
is regularly reviewed, and any procedures for 
changes in the index between regularly 
scheduled reviews; 

(iv) Method of calculation of the case-set-
tlement price and the timing of its public re-
lease; 

(v) Average daily volume of trading, meas-
ured by share turnover and dollar value, in 
each of the underlying securities for a six-
month period of time and, separately, the 
dollar value of the average daily trading vol-
ume of the securities comprising the lowest 
weighted 25% of the index for the past six 
calendar months, calculated pursuant to 
Commission Rule 41.11; and 

(vi) If applicable, average daily futures 
trading volume; 

(6) A statement that the index is not a nar-
row-based security index as defined in Sec-
tion 1a(25) of the Act and the analysis sup-
porting that statement; and 

(7) When applicable, a request to make the 
futures contract available for trading in ac-
cordance with the terms and conditions of, 
and through the electronic trading devices 
identified in, the Foreign Trading System 
No-Action letter that the foreign board of 
trade received from Commission staff and a 
certification from the foreign board of trade 
that it is in compliance with the terms and 
conditions of that no-action letter. 

[68 FR 33624, June 5, 2003]
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APPENDIX A TO PART 31—SCHEDULE OF FEES 
FOR REGISTRATION OF LEVERAGE COMMOD-
ITIES

AUTHORITY: 7 U.S.C. 12a and 23, unless oth-
erwise noted.

§§ 31.1–31.2 [Reserved]

§ 31.3 Fraud in connection with cer-
tain transactions in silver or gold 
bullion or bulk coins, or other com-
modities. 

It shall be unlawful for any person, 
by use of the mails or any means or in-
strumentality of interstate commerce, 
directly or indirectly: 

(a) To employ any device, scheme, or 
artifice to defraud, 

(b) To make any untrue statement of 
a material fact or to omit to state a 
material fact necessary in order to 
make the statements made in the light 
of the circumstances under which they 
were made, not misleading, or 

(c) To engage in any act, practice, or 
course of business which operates or 
would operate as a fraud or deceit upon 
any person, in, or in connection with 
(1) an offer to make or the making of, 
any transaction for the purchase, sale 
or delivery of silver bullion, gold bul-
lion, bulk silver coins, bulk gold coins, 
or any other commodity pursuant to a 
standardized contract commonly 
known to the trade as a margin ac-
count, margin contract, leverage ac-
count, or leverage contract, or pursu-
ant to any contract, account, arrange-
ment, scheme, or device that serves the 
same function or functions as such a 
standardized contract, or is marketed 
or managed in substantially the same 

manner as such a standardized con-
tract, or (2) the maintenance or car-
rying of any such contract. 
The provisions of this section shall not 
apply to any transaction expressly pro-
hibited by section 19(a) of the Act. 

(Secs. 2(a), 8a, and 19 of the Commodity Ex-
change Act and secs. 2 and 23 of Pub. L. 95–
405 (92 Stat. 865, 870–871); 7 U.S.C. 2 and 12a) 

[43 FR 58554, Dec. 15, 1978. Redesignated at 49 
FR 5526, Feb. 13, 1984]

§ 31.4 Definitions. 
For the purposes of this part: 
(a)–(b) [Reserved] 
(c) Promotional material includes: 
(1) Any text of a standard oral pres-

entation, or any communication for 
publication in any newspaper, maga-
zine or similar medium or for broad-
cast over television, radio, or other 
electronic medium which is dissemi-
nated or directed to a leverage cus-
tomer or prospective leverage cus-
tomer; 

(2) Any standardized form of report, 
letter, circular, memorandum, or pub-
lication which is disseminated or di-
rected to a leverage customer or pro-
spective leverage customer; or 

(3) Any other written literature or 
advice disseminated or directed to a le-
verage customer or prospective lever-
age customer for the purpose of solic-
iting the entry into a leverage con-
tract; 

(d) Leverage customer means any per-
son who, directly or indirectly, enters 
into, purchases, sells, or otherwise ac-
quires for value any interest in a lever-
age contract with, from or to a lever-
age transaction merchant: Provided, 
however, That an owner or holder of a 
proprietary leverage account as defined 
in paragraph (e) of this section shall 
not be deemed to be a customer within 
the meaning of §§ 31.11(a)–(j) and (l), 
31.12 and 31.26, and such an owner or 
holder of such a proprietary leverage 
account shall otherwise be deemed to 
be a leverage customer within the 
meaning of all other sections of these 
rules. 

(e) Proprietary leverage account means 
a leverage account carried on the 
books and records of an individual, a 
partnership, corporation or other type 
association (1) for one of the following 
persons, or (2) of which ten percent or 
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