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length of time specified in the informa-
tion most recently filed pursuant to
this section.

(e) Updated reports. Reports updating
the information required pursuant to
this section shall also be filed with the
Commission upon specific request.

(Approved by the Office of Management and
Budget under control number 3038-0013)

[42 FR 42752, Aug. 8, 1977, as amended at 46
FR 63035, Dec. 30, 1981]

§1.49 Denomination of customer funds
and location of depositories.

(a) Definitions. For purposes of this
section:

(1) Money center country. This term
means Canada, France, Italy, Ger-
many, Japan, and the United Kingdom.

(2) Money center currency. This term
means the currency of any money cen-
ter country and the Euro.

(b) Permissible denominations of obliga-
tions. (1) Subject to the terms and con-
ditions set forth in this section, a fu-
tures commission merchant’s obliga-
tions to a customer shall be denomi-
nated:

(i) In the United States dollar;

(ii) In a currency in which funds were
deposited by the customer or were con-
verted at the request of the customer,
to the extent of such deposits and con-
versions; or

(iii) In a currency in which funds
have accrued to the customer as a re-
sult of trading conducted on a des-
ignated contract market or registered
derivatives transaction execution facil-
ity, to the extent of such accruals.

(2)(1) A futures commission merchant
shall prepare and maintain a written
record of each transaction converting
customer funds from one currency to
another.

(ii) A written record prepared under
paragraph (b)(2)(i) of this section must
include the date the transaction was
executed, the currencies converted, the
amount converted, and the resulting
amount.

(iii) The information required under
paragraph (b)(2)(ii) of this section must
be provided to the customer upon the
customer’s request.

(c) Permissible locations of depositories.
(1) Unless a customer provides instruc-
tions to the contrary, a futures com-
mission merchant or a derivatives
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clearing organization may hold cus-
tomer funds:

(i) In the United States;

(ii) In a money center country; or

(iii) In the country of origin of the
currency.

(2) A futures commission merchant
or derivatives clearing organization
may hold customer funds outside the
United States, in a jurisdiction that is
not a money center country, or the
country of origin of the currency only
to the extent authorized by the cus-
tomer, provided, that the futures com-
mission merchant or derivatives clear-
ing organization must make and main-
tain a written record of such authoriza-
tion. Notwithstanding the foregoing, in
no event shall a futures commission
merchant or a derivatives clearing or-
ganization hold customer funds in a re-
stricted country subject to sanctions
by the Office of Foreign Assets Control
of the U.S. Department of Treasury.

(d) Qualifications for depositories. (1)
To hold customer funds required to be
segregated pursuant to the Act and
§§1.20 through 1.30, 1.32 and 1.36, a de-
pository must provide the depositing
futures commission merchant or de-
rivatives clearing organization with
the appropriate written acknowledg-
ment as required under §§1.20 and 1.26.

(2) A depository, if located in the
United States, must be:

(i) A bank or trust company;

(ii) A futures commission merchant
registered as such with the Commis-
sion; or

(iii) A derivatives clearing organiza-
tion.

(3) A depository, if located outside
the United States, must be:

(i) A bank or trust company:

(A) That has in excess of $1 billion of
regulatory capital; or

(B) Whose commercial paper or long-
term debt instrument or, if a part of a
holding company system, its holding
company’s commercial paper or long-
term debt instrument, is rated in one
of the two highest rating categories by
at least one nationally recognized sta-
tistical rating organization;

(ii) A futures commission merchant
that is registered as such with the
Commission; or

(iii) A derivatives clearing organiza-
tion.
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(e) Segregation requirements. (1) Each
futures commission merchant and each
derivatives clearing organization must,
as of the close of each business day,
hold in segregated accounts on behalf
of commodity or option customers:

(i) Sufficient United States dollars,
held in the United States, to meet all
United States dollar obligations; and

(ii) Sufficient funds in each other
currency to meet obligations in such
currency.

(2) Notwithstanding paragraph
(e)(1)(ii) of this section, assets denomi-
nated in one currency may be held to
meet obligations denominated in an-
other currency as follows:

(i) United States dollars may be held
in the United States or in money cen-
ter countries to meet obligations de-
nominated in any other currency; and

(ii) Funds in money center currencies
may be held in the United States or in
money center countries to meet obliga-
tions denominated in currencies other
than the United States dollar.

(3) Each futures commission mer-
chant and each derivatives clearing or-
ganization shall make and maintain
records sufficient to demonstrate com-
pliance with this paragraph (e).

[68 FR 5551, Feb. 4, 2003]

§§1.50-1.51 [Reserved]

§1.52 Self-regulatory organization
adoption and surveillance of min-
imum financial requirements.

(a) Bach self-regulatory organization
must adopt, and submit for Commis-
sion approval, rules prescribing min-
imum financial and related reporting
requirements for all its members who
are registered futures commission mer-
chants or registered retail foreign ex-
change dealers. Each self-regulatory
organization other than a contract
market must adopt, and submit for
Commission approval, rules prescribing
minimum financial and related report-
ing requirements for all its members
who are registered introducing brokers.
Each contract market which elects to
have a category of membership for in-
troducing brokers must adopt, and sub-
mit for Commission approval, rules
prescribing minimum financial and re-
lated reporting requirements for all its
members who are registered intro-

98

17 CFR Ch. | (4-1-11 Edition)

ducing brokers. REach self-regulatory
organization shall submit for Commis-
sion approval any modification or
other amendments to such rules. Such
requirements must be the same as, or
more stringent than, those contained
in §§1.10 and 1.17, for futures commis-
sion merchants and introducing bro-
kers, and §5.7 of this chapter for retail
foreign exchange dealers. The defini-
tion of adjusted net capital must be the
same as that prescribed in §1.17(c) for
futures commission merchants and in-
troducing brokers, and §5.7(b)(2) of this
chapter for futures commission mer-
chants offering or engaging in retail
forex transactions and for retail for-
eign exchange dealers: Provided, how-
ever, A designated self-regulatory orga-
nization may permit its member reg-
istrants which are registered with the
Securities and Exchange Commission
as securities brokers or dealers to file
(in accordance with §1.10(h)) a copy of
their Financial and Operational Com-
bined Uniform Single Report under the
Securities Exchange Act of 1934, Part
II, Part IIA, or Part IT CSE, in lieu of
Form 1-FR: And, provided further, A
designated self-regulatory organization
may permit its member introducing
brokers to file a Form 1-FR-IB in lieu
of a Form 1-FR-FCM.

(b) BEach self-regulatory organization
shall have in effect and enforce rules
submitted to the Commission pursuant
to paragraph (a) of this section and ap-
proved by the Commission.

(c) Any two or more self-regulatory
organizations may file with the Com-
mission a plan for delegating to a des-
ignated self-regulatory organization,
for any registered futures commission
merchant, any registered retail foreign
exchange dealer, or any registered in-
troducing broker which is a member of
more than one such self-regulatory or-
ganization, the responsibility of:

(1) Monitoring and auditing for com-
pliance with the minimum financial
and related reporting requirements
adopted by such self-regulatory organi-
zations in accordance with paragraph
(a) of this section; and

(2) Receiving the financial reports
necessitated by such minimum finan-
cial and related reporting require-
ments.
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