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application shall be deemed withdrawn with-
out prejudice and shall be returned to the ap-
plicant.

(Secs. 5, 5a, 8a(5) and 19 of the Commodity
Exchange Act (7 U.S.C. 7, 7a, 12, 12a(5), and
23), sec. 26 of the Futures Trading Act of 1982
(7 U.S.C. 16a), Independent Offices Appropria-
tion Act of 1952, as amended by Pub. L. 97-
258, 96 Stat. 1051 (Sept. 13, 1982))

[49 FR 25835, June 25, 1984, as amended at 52
FR 22635, June 15, 1987; 60 FR 49335, Sept. 25,
1995]

PART 32—REGULATION OF COM-
MODITY OPTION TRANSACTIONS

Sec.

32.1 Scope of part 32; definitions.

32.2 Prohibited transactions.

32.3 Unlawful commodity option trans-
actions.

32.4 Exemptions.

32.5 Disclosure.

32.6 Segregation.

32.7 Books and recordkeeping.

32.8 Unlawful representations; execution of
orders.

32.9 Fraud in connection with commodity
option transactions.

32.10 Option transactions entered into prior
to the effective date of this part.

32.11 Suspension of commodity option
transactions.

32.12 Exemption from suspension of com-
modity option transactions.

32.13 Exemption from prohibition of com-
modity option transactions for trade op-
tions on certain agricultural commod-
ities.

AUTHORITY: 7 U.S.C. 14, 2, 4, 6¢c and 12a, un-
less otherwise noted.

SOURCE: 41 FR 51814, Nov. 24, 1976, unless
otherwise noted.

§32.1 Scope of part 32; definitions.

(a) Scope. The provisions of this part,
except for the provisions of §§32.8 and
32.9 which shall in any event apply to
all commodity option transactions,
shall apply to all commodity option
transactions except for commodity op-
tion transactions conducted or exe-
cuted on or subject to the rules of a
contract market, or a foreign board of
trade, pursuant to section 4c of the Act
and the regulations promulgated there-
under.

(b) Definitions. As used in this part:

(1) Commodity option transaction and
commodity option each means any trans-
action or agreement in interstate com-

17 CFR Ch. | (4-1-10 Edition)

merce which is or is held out to be of
the character of, or is commonly
known to the trade as, an ‘“‘option”,
“privilege”, “indemnity”’, “bid”’,
“offer’”, “‘put”, “‘call”’, ‘“‘advance guar-
anty”’, or ‘“‘decline guaranty’ involving
any commodity regulated under the
Act other than wheat, cotton, rice,
corn, oats, barley, rye, flaxseed, grain
sorghums, mill feeds, butter, eggs, on-
ions, Solanum tuberosum (Irish pota-
toes), wool, wool tops, fats and oils (in-
cluding lard, tallow, cottonseed oil,
peanut oil, soybean oil and all other
fats and oils), cottonseed meal, cotton-
seed, peanuts, soybeans, soybean meal,
livestock, livestock products and fro-
zen concentrated orange juice;

(2) Interstate commerce shall be con-
strued and have the same meaning as
set forth in sections 1a(13) and 2(b) of
the Act;

(3) Option customer means any person
who, directly or indirectly, purchases
or otherwise acquires for value any in-
terest in a commodity option, but shall
not include a person required to reg-
ister as a futures commission merchant
in accordance with this part;

(4) Purchase price means the total ac-
tual cost paid or to be paid, directly or
indirectly, by an option customer for
entering into and maintaining an in-
terest in a commodity option trans-
action by whatever name called; and

(5) Striking price means the price at
which an option customer may pur-
chase or sell the commodity or the con-
tract of sale of a commodity for future
delivery which is the subject of a com-
modity option transaction.

(Secs. 2(a)(1), 4c(a)-(d), 4d, 4f, 4g, 4k, 4m, 4n,
8a, 15 and 17, Commodity Exchange Act (7
U.S.C. 2, 4, 6¢c(a)—(d), 6f, 6g, 6k, 6m, 6n, 12a, 19
and 21; 5 U.S.C. 552 and 552b))

[47 FR 57016, Dec. 22, 1982, as amended at 52
FR 29003, Aug. 5, 1987; 59 FR 5703, Feb. 8, 1994]

§32.2 Prohibited transactions.

Notwithstanding the provisions of
§32.11, no person may offer to enter
into, confirm the execution of, or
maintain a position in, any transaction
in interstate commerce involving
wheat, cotton, rice, corn, oats, barley,
rye, flaxseed, grain sorghums, mill
feeds, butter, eggs, solanum tuberosum
(Irish potatoes), wool, wool tops, fats
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and oils (including lard, tallow, cotton-
seed oil, peanut oil, soybean oil and all
other fats and oils), cottonseed meal,
cottonseed, peanuts, soybeans, soybean
meal, livestock, livestock products,
and frozen concentrated orange juice if
the transaction is or is held out to be
of the character of, or is commonly
known to the trade as an ‘‘option,”
“privilege,”’ “indemnity,”’ “bid,””
“offer,” “‘put,” “‘call, advance guar-
antee,” or ‘“‘decline guarantee,” except
as provided under §32.13 of this part.

[63 FR 18832, Apr. 16, 1998]

§32.3 Unlawful
transactions.

(a) On and after January 17, 1977, it
shall be unlawful for any person to ac-
cept any money, securities, or property
(or to extend credit in lieu thereof)
from an option customer as payment of
the purchase price in connection with a
commodity option transaction unless
such person is registered as a futures
commission merchant under the Act
and such registration shall not have
expired, been suspended (and the period
of suspension has not expired) or re-
voked.

(b) On and after January 17, 1977, it
shall be unlawful for:

(1) Any person to solicit or accept or-
ders (other than in a clerical capacity)
for the purchase or sale of any com-
modity option, or to supervise any per-
son or persons so engaged, unless such
person is:

(i) Registered as a futures commis-
sion merchant under the Act, or

(ii) If such person is an individual,
registered under the act as an associ-
ated person of a specified person reg-
istered as a futures commission mer-
chant under the Act;

(2) Any futures commission merchant
to permit an individual to become or
remain associated with such futures
commission merchant as a partner, of-
ficer or employee (or in any similar
status or position involving similar
functions) in any capacity involving
such solicitation, acceptance or super-
vision if such futures commission mer-
chant knew or should have known that
such individual was not registered as
an associated person or that such reg-
istration has expired, been suspended
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(and the period of suspension has not
expired) or revoked,

(c) A person required to register as a
futures commission merchant or as an
associated person in accordance with
this section which furnishes the serv-
ices specified in that portion of section
la of the Act defining the term ‘“‘com-
modity trading advisor” shall not be
included in the term commodity trad-
ing advisor if:

(1) At the time such services are fur-
nished, such person is registered as a
futures commission merchant, as a
floor broker or as an associated person
under the Act, and such registration
shall not have expired, been suspended
(and the period of suspension has not
expired) or revoked; and

(2) The furnishing of such services is
solely incidental to the conduct of such
person’s activities relating to com-
modity option transactions.

(d) A person registered as a futures
commission merchant under the Act,
who is required to register as such by
virtue of this section, need not register
as such in order to comply with this
section, but shall immediately notify
the Commission in writing, specifying
the date such person commenced or in-
tends to commence engaging in activi-
ties otherwise requiring registration
under this section.

(e) A person registered as an associ-
ated person or as a floor broker under
the Act, who is required to register as
an associated person by virtue of this
section, need not register as such in
order to comply with this section, but
the futures commission merchant em-
ploying such person shall immediately
notify the Commission in writing,
specifying the date such person com-
menced or intends to commence engag-
ing in activities otherwise requiring
registration under this section.

(7 U.S.C. 2, 6¢c(a), 6c(b) and 12a (Supp. V,
1975))

[41 FR 51814, Nov. 24, 1976, as amended at 42
FR 61831, Dec. 6 1977; 59 FR 5703, Feb. 8, 1994]

§32.4 Exemptions.

(a) Except for the provisions of §§32.2,
32.8 and 32.9, which shall in any event
apply to all commodity option trans-
actions, the provisions of this part
shall not apply to a commodity option
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