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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 that has 
in excess of $1 billion of regulatory 
capital; 

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

(iii) A derivatives clearing organiza-
tion. 

(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, as amended at 76 FR 
44264, July 25, 2011; 77 FR 66330, Nov. 2, 2012] 

§§ 1.50–1.51 [Reserved] 

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

(a) Each self-regulatory organization 
must adopt rules prescribing minimum 
financial and related reporting require-
ments for members who are registered 
futures commission merchants, reg-
istered retail foreign exchange dealers, 
or registered introducing brokers. The 
self-regulatory minimum financial and 
related reporting requirements must be 
the same as, or more stringent than, 
the requirements contained in §§ 1.10 
and 1.17 of this chapter, for futures 
commission merchants and introducing 
brokers, and §§ 5.7 and 5.12 of this chap-
ter for retail foreign exchange dealers; 
provided, however, a self-regulatory or-
ganization may permit its member reg-
istrants that are registered with the 
Securities and Exchange Commission 
as securities brokers or dealers to file 
(in accordance with § 1.10(h) of this 
chapter) a copy of their Financial and 
Operational Combined Uniform Single 
Report under the Securities Exchange 
Act of 1934, Part II, Part IIA, or Part II 
CSE, in lieu of Form 1–FR. The defini-
tion of adjusted net capital must be the 
same as that prescribed in § 1.17(c) of 
this chapter for futures commission 
merchants and introducing brokers, 
and § 5.7(b)(2) of this chapter for futures 
commission merchants offering or en-
gaging in retail forex transactions and 
for retail foreign exchange dealers. (b) 
Each self-regulatory organization must 
establish and operate a supervisory 
program for the purpose of assessing 
whether each member registrant is in 
compliance with the applicable self- 
regulatory organization and Commis-
sion rules and regulations governing 
minimum net capital and related fi-
nancial requirements, the obligation to 
segregate customer funds, financial re-
porting requirements, recordkeeping 
requirements, and sales practice and 
other compliance requirements. The 
supervisory program also must address 
the following elements: 

(1) Adequate levels and independence of 
audit staff. A self-regulatory organiza-
tion must maintain staff of an ade-
quate size, training, and experience to 
effectively implement a supervisory 
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program. Staff of the self-regulatory 
organization, including officers, direc-
tors and supervising committee mem-
bers, must maintain independent judg-
ment and its actions must not impair 
its independence nor appear to impair 
its independence in matters related to 
the supervisory program. The self-regu-
latory organization must provide an-
nual ethics training to all staff with re-
sponsibilities for the supervisory pro-
gram. 

(2) Ongoing surveillance. A self-regu-
latory organization’s ongoing surveil-
lance of member registrants must in-
clude the review and analysis of finan-
cial reports and regulatory notices 
filed by member registrants with the 
designated self-regulatory organiza-
tion. 

(3) High-risk firms. A self-regulatory 
organization’s supervisory program 
must include procedures for identifying 
member registrants that are deter-
mined to pose a high degree of poten-
tial financial risk, including the poten-
tial risk of loss of customer funds. 
High-risk member registrants must in-
clude firms experiencing financial or 
operational difficulties, failing to meet 
segregation or net capital require-
ments, failing to maintain current 
books and records, or experiencing ma-
terial inadequacies in internal con-
trols. Enhanced monitoring for high 
risk firms should include, as appro-
priate, daily review of net capital, seg-
regation, and secured calculations, to 
assess compliance with self-regulatory 
and Commission requirements. 

(4) On-site examinations. (i) A self-reg-
ulatory organization must conduct 
routine periodic on-site examinations 
of member registrants. Member futures 
commission merchants and retail for-
eign exchange dealers must be subject 
to on-site examinations no less fre-
quently than once every eighteen 
months. A self-regulatory organization 
may establish a risk-based method of 
establishing the scope of each on-site 
examination, provided however, that 
the scope of each on-site examination 
of a futures commission merchant or 
retail foreign exchange dealer must in-
clude an assessment of whether the 
registrant is in compliance with appli-
cable Commission and self-regulatory 
organization minimum capital and cus-

tomer fund protection requirements, 
recordkeeping, and reporting require-
ments. 

(ii) A self-regulatory organization 
must establish the frequency of on-site 
examinations of member introducing 
brokers that do not operate pursuant 
to guarantee agreements with futures 
commission merchants or retail for-
eign exchange dealers using a risk- 
based approach, provided however, that 
each introducing broker is subject to 
an on-site examination no less fre-
quently than once every three years. 

(iii) A self-regulatory organization 
must conduct on-site examinations of 
member registrants in accordance with 
uniform audit programs and procedures 
that have been submitted to the Com-
mission. 

(5) Adequate documentation. A self- 
regulatory organization must ade-
quately document all aspects of the op-
eration of the supervisory program, in-
cluding the conduct of risk-based scope 
setting and the risk-based surveillance 
of high-risk member registrants, and 
the imposition of remedial and puni-
tive action(s) for material violations. 

(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, retail foreign exchange deal-
er, or introducing broker that is a 
member of more than one such self-reg-
ulatory organization, the responsi-
bility of: 

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

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

(d) Any plan filed under this section 
may contain provisions for the alloca-
tion of expenses reasonably incurred by 
the designated self-regulatory organi-
zation among the self-regulatory orga-
nizations participating in such a plan. 

(e) A plan’s designated self-regu-
latory organization must report to: 
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(1) That plan’s other self-regulatory 
organizations any violation of such 
other self-regulatory organizations’ 
rules and regulations for which the re-
sponsibility to monitor, audit or exam-
ine has been delegated to such des-
ignated self-regulatory organization 
under this section; and 

(2) The Commission any violation of 
a self-regulatory organization’s rules 
and regulations or any violation of the 
Commission’s regulations for which the 
responsibility to monitor, audit or ex-
amine has been delegated to such des-
ignated self-regulatory organization 
under this section. 

(f) The self-regulatory organizations 
may, among themselves, establish pro-
grams to provide access to any nec-
essary financial or related information. 

(g) After appropriate notice and op-
portunity for comment, the Commis-
sion may, by written notice, approve 
such a plan, or any part of the plan, if 
it finds that the plan, or any part of it: 

(1) Is necessary or appropriate to 
serve the public interest; 

(2) Is for the protection and in the in-
terest of customers; 

(3) Reduces multiple monitoring and 
multiple auditing for compliance with 
the minimum financial rules of the 
self-regulatory organizations submit-
ting the plan of any futures commis-
sion merchant, retail foreign exchange 
dealer, or introducing broker that is a 
member of more than one self-regu-
latory organization; 

(4) Reduces multiple reporting of the 
financial information necessitated by 
such minimum financial and related 
reporting requirements by any futures 
commission merchant, retail foreign 
exchange dealer, or introducing broker 
that is a member of more than one self- 
regulatory organization; 

(5) Fosters cooperation and coordina-
tion among the self-regulatory organi-
zations; and 

(6) Does not hinder the development 
of a registered futures association 
under section 17 of the Act. 

(h) After the Commission has ap-
proved a plan, or part thereof, under 
§ 1.52(g), a self-regulatory organization 
relieved of responsibility must notify 
each of its members that are subject to 
such a plan: 

(1) Of the limited nature of its re-
sponsibility for such a member’s com-
pliance with its minimum financial 
and related reporting requirements; 
and 

(2) Of the identity of the designated 
self-regulatory organization that has 
been delegated responsibility for such a 
member. 

(i) The Commission may at any time, 
after appropriate notice and oppor-
tunity for hearing, withdraw its ap-
proval of any plan, or part thereof, es-
tablished under this section, if such 
plan, or part thereof, ceases to ade-
quately effectuate the purposes of sec-
tion 4f(b) of the Act or of this section. 

(j) Whenever a registered futures 
commission merchant, a registered re-
tail foreign exchange dealer, or a reg-
istered introducing broker holding 
membership in a self-regulatory orga-
nization ceases to be a member in good 
standing of that self-regulatory organi-
zation, such self-regulatory organiza-
tion must, on the same day that event 
takes place, give electronic notice of 
that event to the Commission at its 
Washington, DC, headquarters and send 
a copy of that notification to such fu-
tures commission merchant, retail for-
eign exchange dealer, or introducing 
broker. 

(k) Nothing in this section shall pre-
clude the Commission from examining 
any futures commission merchant, re-
tail foreign exchange dealer, or intro-
ducing broker for compliance with the 
minimum financial and related report-
ing requirements to which such futures 
commission merchant, retail foreign 
exchange dealer, or introducing broker 
is subject. 

(l) In the event a plan is not filed 
and/or approved for each registered fu-
tures commission merchant, retail for-
eign exchange dealer, or introducing 
broker that is a member of more than 
one self-regulatory organization, the 
Commission may design and, after no-
tice and opportunity for comment, ap-
prove a plan for those futures commis-
sion merchants, retail foreign ex-
change dealers, or introducing brokers 
that are not the subject of an approved 
plan (under paragraph (g) of this sec-
tion), delegating to a designated self- 
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regulatory organization the respon-
sibilities described in paragraph (c) of 
this section. 

[77 FR 36694, June 19, 2012] 

§ 1.53 [Reserved] 

§ 1.54 Contract market rules submitted 
to and approved or not disapproved 
by the Secretary of Agriculture. 

Notwithstanding any provision of 
these rules, any bylaw, rule, regula-
tion, or resolution of a contract mar-
ket that was submitted to the Sec-
retary of Agriculture pursuant or 
§ 1.38(a) or § 1.39(a) of these rules, and 
was either approved by the Secretary 
or not disapproved by him, as of April 
21, 1975, shall continue in full force and 
effect unless and until disapproved, al-
tered or supplemented by or with the 
approval of the Commission. The adop-
tion of this rule does not constitute ap-
proval by the Commission of any con-
tract market bylaw, rule, regulation or 
resolution. 

(Sec. 411, Pub. L. 93–463, 88 Stat. 1414; 7 U.S.C. 
4a note) 

[45 FR 2314, Jan. 11, 1980] 

§ 1.55 Distribution of ‘‘Risk Disclosure 
Statement’’ by futures commission 
merchants and introducing brokers. 

(a)(1) Except as provided in 1.65, no 
futures commission merchant, or in 
the case of an introduced account no 
introducing broker, may open a com-
modity futures account for a customer, 
other than for a customer specified in 
paragraph (f) of this section, unless the 
futures commission merchant or intro-
ducing broker first: 

(i) Furnishes the customer with a 
separate written disclosure statement 
containing only the language set forth 
in paragraph (b) of this section (except 
for nonsubstantive additions such as 
captions) or as otherwise approved 
under paragraph (c) of this section; 
Provided, however, that the disclosure 
statement may be attached to other 
documents as the cover page or the 
first page of such documents and as the 
only material on such page; and 

(ii) Receives from the customer an 
acknowledgment signed and dated by 
the customer that he received and un-
derstood the disclosure statement. 

(b) The language set forth in the 
written disclosure document required 
by paragraph (a) of this section shall be 
as follows: 

RISK DISCLOSURE STATEMENT 

The risk of loss in trading commodity fu-
tures contracts can be substantial. You 
should, therefore, carefully consider whether 
such trading is suitable for you in light of 
your circumstances and financial resources. 
You should be aware of the following points: 

(1) You may sustain a total loss of the 
funds that you deposit with your broker to 
establish or maintain a position in the com-
modity futures market, and you may incur 
losses beyond these amounts. If the market 
moves against your position, you may be 
called upon by your broker to deposit a sub-
stantial amount of additional margin funds, 
on short notice, in order to maintain your 
position. If you do not provide the required 
funds within the time required by your 
broker, your position may be liquidated at a 
loss, and you will be liable for any resulting 
deficit in your account. 

(2) Under certain market conditions, you 
may find it difficult or impossible to liq-
uidate a position. This can occur, for exam-
ple, when the market reaches a daily price 
fluctuation limit (‘‘limit move’’). 

(3) Placing contingent orders, such as 
‘‘stop-loss’’ or ‘‘stop-limit’’ orders, will not 
necessarily limit your losses to the intended 
amounts, since market conditions on the ex-
change where the order is placed may make 
it impossible to execute such orders. 

(4) All futures positions involve risk, and a 
‘‘spread’’ position may not be less risky than 
an outright ‘‘long’’ or ‘‘short’’ position. 

(5) The high degree of leverage (gearing) 
that is often obtainable in futures trading 
because of the small margin requirements 
can work against you as well as for you. Le-
verage (gearing) can lead to large losses as 
well as gains. 

(6) You should consult your broker con-
cerning the nature of the protections avail-
able to safeguard funds or property deposited 
for your account. 

ALL OF THE POINTS NOTED ABOVE 
APPLY TO ALL FUTURES TRADING 
WHETHER FOREIGN OR DOMESTIC. IN 
ADDITION, IF YOU ARE CONTEMPLATING 
TRADING FOREIGN FUTURES OR OP-
TIONS CONTRACTS, YOU SHOULD BE 
AWARE OF THE FOLLOWING ADDITIONAL 
RISKS: 

(7) Foreign futures transactions involve 
executing and clearing trades on a foreign 
exchange. This is the case even if the foreign 
exchange is formally ‘‘linked’’ to a domestic 
exchange, whereby a trade executed on one 
exchange liquidates or establishes a position 
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