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(m) 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 (h) of this sec-
tion), delegating to a designated self- 
regulatory organization the respon-
sibilities described in paragraph (d) of 
this section. 

[78 FR 68638, Nov. 14, 2013] 

§ 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 Public disclosures by futures 
commission merchants. 

(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) The funds you deposit with a futures 
commission merchant for trading futures po-
sitions are not protected by insurance in the 
event of the bankruptcy or insolvency of the 
futures commission merchant, or in the 
event your funds are misappropriated. 

(3) The funds you deposit with a futures 
commission merchant for trading futures po-
sitions are not protected by the Securities 
Investor Protection Corporation even if the 
futures commission merchant is registered 
with the Securities and Exchange Commis-
sion as a broker or dealer. 

(4) The funds you deposit with a futures 
commission merchant are generally not 
guaranteed or insured by a derivatives clear-
ing organization in the event of the bank-
ruptcy or insolvency of the futures commis-
sion merchant, or if the futures commission 
merchant is otherwise unable to refund your 
funds. Certain derivatives clearing organiza-
tions, however, may have programs that pro-
vide limited insurance to customers. You 
should inquire of your futures commission 
merchant whether your funds will be insured 
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by a derivatives clearing organization and 
you should understand the benefits and limi-
tations of such insurance programs. 

(5) The funds you deposit with a futures 
commission merchant are not held by the fu-
tures commission merchant in a separate ac-
count for your individual benefit. Futures 
commission merchants commingle the funds 
received from customers in one or more ac-
counts and you may be exposed to losses in-
curred by other customers if the futures 
commission merchant does not have suffi-
cient capital to cover such other customers’ 
trading losses. 

(6) The funds you deposit with a futures 
commission merchant may be invested by 
the futures commission merchant in certain 
types of financial instruments that have 
been approved by the Commission for the 
purpose of such investments. Permitted in-
vestments are listed in Commission Regula-
tion 1.25 and include: U.S. government secu-
rities; municipal securities; money market 
mutual funds; and certain corporate notes 
and bonds. The futures commission mer-
chant may retain the interest and other 
earnings realized from its investment of cus-
tomer funds. You should be familiar with the 
types of financial instruments that a futures 
commission merchant may invest customer 
funds in. 

(7) Futures commission merchants are per-
mitted to deposit customer funds with affili-
ated entities, such as affiliated banks, secu-
rities brokers or dealers, or foreign brokers. 
You should inquire as to whether your fu-
tures commission merchant deposits funds 
with affiliates and assess whether such de-
posits by the futures commission merchant 
with its affiliates increases the risks to your 
funds. 

(8) You should consult your futures com-
mission merchant concerning the nature of 
the protections available to safeguard funds 
or property deposited for your account. 

(9) 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’’). 

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

(11) 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. 

(12) In addition to the risks noted in the 
paragraphs enumerated above, you should be 
familiar with the futures commission mer-
chant you select to entrust your funds for 
trading futures positions. The Commodity 
Futures Trading Commission requires each 
futures commission merchant to make pub-
licly available on its Web site firm specific 

disclosures and financial information to as-
sist you with your assessment and selection 
of a futures commission merchant. Informa-
tion regarding this futures commission mer-
chant may be obtained by visiting our Web 
site, www.[Web site address]. 

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: 

(13) 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 
on the other exchange. No domestic organi-
zation regulates the activities of a foreign 
exchange, including the execution, delivery, 
and clearing of transactions on such an ex-
change, and no domestic regulator has the 
power to compel enforcement of the rules of 
the foreign exchange or the laws of the for-
eign country. Moreover, such laws or regula-
tions will vary depending on the foreign 
country in which the transaction occurs. For 
these reasons, customers who trade on for-
eign exchanges may not be afforded certain 
of the protections which apply to domestic 
transactions, including the right to use do-
mestic alternative dispute resolution proce-
dures. In particular, funds received from cus-
tomers to margin foreign futures trans-
actions may not be provided the same pro-
tections as funds received to margin futures 
transactions on domestic exchanges. Before 
you trade, you should familiarize yourself 
with the foreign rules which will apply to 
your particular transaction. 

(14) Finally, you should be aware that the 
price of any foreign futures or option con-
tract and, therefore, the potential profit and 
loss resulting therefrom, may be affected by 
any fluctuation in the foreign exchange rate 
between the time the order is placed and the 
foreign futures contract is liquidated or the 
foreign option contract is liquidated or exer-
cised. 

THIS BRIEF STATEMENT CANNOT, OF 
COURSE, DISCLOSE ALL THE RISKS AND 
OTHER ASPECTS OF THE COMMODITY 
MARKETS. 

I hereby acknowledge that I have received 
and understood this risk disclosure state-
ment. 
llllllllllllllllllllllll

Date 
llllllllllllllllllllllll

Signature of Customer 
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(c) The Commission may approve for 
use in lieu of the risk disclosure docu-
ment required by paragraph (b) of this 
section a risk disclosure statement ap-
proved by one or more foreign regu-
latory agencies or self-regulatory orga-
nizations if the Commission deter-
mines that such risk disclosure state-
ment is reasonably calculated to pro-
vide the disclosure required by para-
graph (b) of this section. Notice of risk 
disclosure statements that may be used 
to satisfy Commission disclosure re-
quirements, what requirements such 
statements meet and the jurisdictions 
which accept each format will be set 
forth in appendix A to this section; 
Provided, however, that an FCM also 
provides a customer with the risk dis-
closure statement required by para-
graph (b) of this section and obtains 
the customer’s acknowledgment that it 
has read and understands the disclo-
sure document. 

(d) Any futures commission mer-
chant, or in the case of an introduced 
account any introducing broker, may 
open a commodity futures account for 
a customer without obtaining the sepa-
rate acknowledgments of disclosure 
and elections required by this section 
and by § 1.33(g), and by §§ 33.7 and 190.06 
of this chapter, provided that: 

(1) Prior to the opening of such ac-
count, the futures commission mer-
chant or introducing broker obtains an 
acknowledgement from the customer, 
which may consist of a single signature 
at the end of the futures commission 
merchant’s or introducing broker’s 
customer account agreement, or on a 
separate page, of the disclosure state-
ments, consents and elections specified 
in this section and § 1.33(g), and in 
§§ 33.7, § 155.3(b)(2), § 155.4(b)(2), and 
§ 190.06 of this chapter, and which may 
include authorization for the transfer 
of funds from a segregated customer 
account to another account of such 
customer, as listed directly above the 
signature line, provided the customer 
has acknowledged by check or other in-
dication next to a description of each 
specified disclosure statement, consent 
or election that the customer has re-
ceived and understood such disclosure 
statement or made such consent or 
election; and 

(2) The acknowledgment referred to 
in paragraph (d)(1) of this section is ac-
companied by and executed contem-
poraneously with delivery of the disclo-
sures and elective provisions required 
by this section and § 1.33(g), and by 
§§ 33.7 and 190.06 of this chapter. 

(e) The acknowledgment required by 
paragraph (a) of this section must be 
retained by the futures commission 
merchant or introducing broker in ac-
cordance with § 1.31. 

(f) A futures commission merchant 
or, in the case of an introduced ac-
count, an introducing broker, may 
open a commodity futures account for 
an ‘‘institutional customer’’ as defined 
in § 1.3(g) without furnishing such insti-
tutional customer the disclosure state-
ments or obtaining the acknowledg-
ments required under paragraph (a) of 
this section §§ 1.33(g) and 1.65(a)(3), and 
§§ 30.6(a), 33.7(a), 155.3(b)(2), 155.4(b)(2) 
and 190.10(c) of this chapter. 

(g) This section does not relieve a fu-
tures commission merchant or intro-
ducing broker from any other disclo-
sure obligation it may have under ap-
plicable law. 

(h) Notwithstanding any other provi-
sion of this section or § 1.65, a person 
registered or required to be registered 
with the Commission as a futures com-
mission merchant pursuant to sections 
4f(a)(1) or 4f(a)(2) of the Commodity Ex-
change Act and registered or required 
to be registered with the Securities and 
Exchange Commission as a broker or 
dealer pursuant to sections 15(b)(1) or 
15(b)(11) of the Securities Exchange Act 
of 1934 and rules thereunder must pro-
vide to a customer or prospective cus-
tomer, prior to the acceptance of any 
order for, or otherwise handling any 
transaction in or in connection with, a 
security futures product for a cus-
tomer, the disclosures set forth in 
§ 41.41(b)(1) of this chapter. 

(i) Notwithstanding any other provi-
sion of this section, no futures commis-
sion merchant may enter into a cus-
tomer account agreement or first ac-
cept funds from a customer, unless the 
futures commission merchant discloses 
to the customer all information about 
the futures commission merchant, in-
cluding its business, operations, risk 
profile, and affiliates, that would be 
material to the customer’s decision to 
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entrust such funds to and otherwise do 
business with the futures commission 
merchant and that is otherwise nec-
essary for full and fair disclosure. In 
connection with the disclosure of such 
information, the futures commission 
merchant shall provide material infor-
mation about the topics described in 
paragraph (k) of this section, expand-
ing upon such information as necessary 
to keep such disclosure from being mis-
leading, whether through omission or 
otherwise. The futures commission 
merchant shall also disclose the same 
information required by this paragraph 
to all customers existing on the effec-
tive date of this paragraph even if the 
futures commission merchant and such 
existing customers have previously en-
tered into a customer account agree-
ment or the futures commission mer-
chant has already accepted funds from 
such existing customers. The futures 
commission merchant shall update the 
information required by this section as 
and when necessary, but at least annu-
ally, to keep such information accurate 
and complete and shall promptly dis-
close such updated information to all 
of its customers. In connection with 
such obligation to update information, 
the futures commission merchant shall 
take into account any material change 
to its business operation, financial con-
dition and other factors material to 
the customer’s decision to entrust the 
customer’s funds and otherwise do 
business with the futures commission 
merchant since its most recent disclo-
sure pursuant to this paragraph, and 
for this purpose shall without limita-
tion consider events that require peri-
odic reporting required to be filed pur-
suant to § 1.12. For purposes of this sec-
tion, the disclosures required pursuant 
to this paragraph will be referred to as 
the ‘‘Disclosure Documents.’’ The Dis-
closure Documents shall provide a de-
tailed table of contents referencing and 
describing the Disclosure Documents. 

(j)(1) Each futures commission mer-
chant shall make the Disclosure Docu-
ments available to each customer to 
whom disclosure is required pursuant 
to paragraph (i) of this section (for pur-
poses of this section, its ‘‘FCM Cus-
tomers’’) and to the general public. 

(2) A futures commission merchant 
shall make the Disclosure Documents 

available to FCM Customers and to the 
general public by posting a copy of the 
Disclosure Documents on the futures 
commission merchant’s Web site. A fu-
tures commission merchant, however, 
may use an electronic means other 
than its Web site to make the Disclo-
sure Documents available to its FCM 
Customers; provided that: 

(i) The electronic version of the Dis-
closure Documents shall be presented 
in a format that is readily commu-
nicated to the FCM Customers. Infor-
mation is readily communicated to the 
FCM Customers if it is accessible to 
the ordinary computer user by means 
of commonly available hardware and 
software and if the electronically deliv-
ered document is organized in substan-
tially the same manner as would be re-
quired for a paper document with re-
spect to the order of presentation and 
the relative prominence of informa-
tion; and 

(ii) A complete paper copy of the Dis-
closure Documents shall be provided to 
an FCM Customer upon request. 

(k) Specific topics. The futures com-
mission merchant shall provide mate-
rial information about the following 
specific topics: 

(1) The futures commission mer-
chant’s name, address of its principal 
place of business, phone number, fax 
number, and email address; 

(2) The name, title, business address, 
business background, areas of responsi-
bility, and the nature of the duties of 
each person that is defined as a prin-
cipal of the futures commission mer-
chant pursuant to § 3.1 of this chapter; 

(3) The significant types of business 
activities and product lines engaged in 
by the futures commission merchant, 
and the approximate percentage of the 
futures commission merchant’s assets 
and capital that are used in each type 
of activity; 

(4) The futures commission mer-
chant’s business on behalf of its cus-
tomers, including types of customers, 
markets traded, international busi-
nesses, and clearinghouses and car-
rying brokers used, and the futures 
commission merchant’s policies and 
procedures concerning the choice of 
bank depositories, custodians, and 
counterparties to permitted trans-
actions under § 1.25; 
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(5) The material risks, accompanied 
by an explanation of how such risks 
may be material to its customers, of 
entrusting funds to the futures com-
mission merchant, including, without 
limitation, the nature of investments 
made by the futures commission mer-
chant (including credit quality, weight-
ed average maturity, and weighted av-
erage coupon); the futures commission 
merchant’s creditworthiness, leverage, 
capital, liquidity, principal liabilities, 
balance sheet leverage and other lines 
of business; risks to the futures com-
mission merchant created by its affili-
ates and their activities, including in-
vestment of customer funds in an af-
filiated entity; and any significant li-
abilities, contingent or otherwise, and 
material commitments; 

(6) The name of the futures commis-
sion merchant’s designated self-regu-
latory organization and its Web site 
address and the location where the an-
nual audited financial statements of 
the futures commission merchant is 
made available; 

(7) Any material administrative, 
civil, enforcement, or criminal com-
plaints or actions filed against the 
FCM where such complaints or actions 
have not concluded, and any enforce-
ment complaints or actions filed 
against the FCM during the last three 
years; 

(8) A basic overview of customer fund 
segregation, futures commission mer-
chant collateral management and in-
vestments, futures commission mer-
chants, and joint futures commission 
merchant/broker dealers; 

(9) Information on how a customer 
may obtain information regarding fil-
ing a complaint about the futures com-
mission merchant with the Commis-
sion or with the firm’s designated self- 
regulatory organization; and 

(10) The following financial data as of 
the most recent month-end when the 
Disclosure Document is prepared: 

(i) The futures commission mer-
chant’s total equity, regulatory cap-
ital, and net worth, all computed in ac-
cordance with U.S. Generally Accepted 
Accounting Principles and § 1.17, as ap-
plicable; 

(ii) The dollar value of the futures 
commission merchant’s proprietary 
margin requirements as a percentage of 

the aggregate margin requirement for 
futures customers, Cleared Swaps Cus-
tomers, and 30.7 customers; 

(iii) The smallest number of futures 
customers, Cleared Swaps Customers, 
and 30.7 customers that comprise 50 
percent of the futures commission mer-
chant’s total funds held for futures cus-
tomers, Cleared Swaps Customers, and 
30.7 customers, respectively; 

(iv) The aggregate notional value, by 
asset class, of all non-hedged, principal 
over-the-counter transactions into 
which the futures commission mer-
chant has entered; 

(v) The amount, generic source and 
purpose of any committed unsecured 
lines of credit (or similar short-term 
funding) the futures commission mer-
chant has obtained but not yet drawn 
upon; 

(vi) The aggregated amount of fi-
nancing the futures commission mer-
chant provides for customer trans-
actions involving illiquid financial 
products for which it is difficult to ob-
tain timely and accurate prices; and 

(vii) The percentage of futures cus-
tomer, Cleared Swaps Customer, and 
30.7 customer receivable balances that 
the futures commission merchant had 
to write-off as uncollectable during the 
past 12-month period, as compared to 
the current balance of funds held for 
futures customers, Cleared Swaps Cus-
tomers, and 30.7 customers; and 

(11) A summary of the futures com-
mission merchant’s current risk prac-
tices, controls and procedures. 

(l) In addition to the foregoing, each 
futures commission merchant shall 
adopt policies and procedures reason-
ably designed to ensure that adver-
tising and solicitation activities by 
each such futures commission mer-
chant and any introducing brokers as-
sociated with such futures commission 
merchant are not misleading to its 
FCM Customers in connection with 
their decision to entrust funds to and 
otherwise do business with such fu-
tures commission merchant. 

(m) The Disclosure Document re-
quired by paragraph (i) of this section 
is in addition to the Risk Disclosure 
Statement required under paragraph 
(a) of this section. 

(n) All Disclosure Documents, with 
each Disclosure Document dated the 
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date of first use, shall be maintained in 
accordance with § 1.31 and shall be 
made available promptly upon request 
to representatives of its designated 
self-regulatory organization, represent-
atives of the Commission, and rep-
resentatives of applicable prudential 
regulators. 

(o)(1) Each futures commission mer-
chant shall make the following finan-
cial information publicly available on 
its Web site: 

(i) The daily Statement of Segrega-
tion Requirements and Funds in Seg-
regation for Customers Trading on U.S. 
Exchanges for the most current 12- 
month period; 

(ii) The daily Statement of Secured 
Amounts and Funds Held in Separate 
Accounts for 30.7 Customers Pursuant 
to Commission Regulation 30.7 for the 
most current 12-month period; 

(iii) The daily Statement of Cleared 
Swaps Customer Segregation Require-
ments and Funds in Cleared Swaps Cus-
tomer Accounts Under Section 4d(f) of 
the Act for the most current 12-month 
period; 

(iv) A summary schedule of the fu-
tures commission merchant’s adjusted 
net capital, net capital, and excess net 
capital, all computed in accordance 
with § 1.17 and reflecting balances as of 
the month-end for the 12 most recent 
months; 

(v) The Statement of Financial Con-
dition, the Statement of Segregation 
Requirements and Funds in Segrega-
tion for Customers Trading on U.S. Ex-
changes, the Statement of Secured 
Amounts and Funds Held in Separate 
Accounts for 30.7 Customers Pursuant 
to Commission Regulation 30.7, the 
Statement of Cleared Swaps Customer 
Segregation Requirements and Funds 
in Cleared Swaps Customer Accounts 
Under Section 4d(f) of the Act, an all 
related footnotes to the above sched-
ules that are part of the futures com-
mission merchant’s most current cer-
tified annual report pursuant to § 1.16; 
and 

(vi) The Statement of Segregation 
Requirements and Funds in Segrega-

tion for Customers Trading on U.S. Ex-
changes, the Statement of Secured 
Amounts and Funds Held in Separate 
Accounts for 30.7 Customers Pursuant 
to Commission Regulation30.7, and the 
Statement of Cleared Swaps Customer 
Accounts Under Section 4d(f) of the 
Act that are part of the futures com-
mission merchant’s unaudited Form 1– 
FR–FCM or Financial and Operational 
Combined Uniform Single Report under 
the Securities Exchange Act of 1934 
(‘‘FOCUS Report’’) for the most cur-
rent 12-month period. 

(2) To the extent any of the financial 
data identified in paragraph (1) of this 
section is amended, the FCM must 
clearly notate that the data has been 
amended. 

(3) Each futures commission mer-
chant must include a statement on its 
Web site that is available to the public 
that financial information regarding 
the futures commission merchant, in-
cluding how the futures commission 
merchant invests and holds customer 
funds, may be obtained from the Na-
tional Futures Association and include 
a link to the Web site of the National 
Futures Association’s Basic System 
where information regarding the fu-
tures commission merchant’s invest-
ment of customer funds is maintained. 

(4) Each futures commission mer-
chant must include a statement on its 
Web site that is available to the public 
that additional financial information 
on all futures commission merchants is 
available from the Commodity Futures 
Trading Commission, and include a 
link to the Commodity Futures Trad-
ing Commission’s Web page for finan-
cial data for futures commission mer-
chants. 

(Approved by the Office of Management and 
Budget under control number 3038–0022) 

(Secs. 4b, 4c(b), 4g(1), 4l, 4o, and 8a(5), Com-
modity Exchange Act, 7 U.S.C. 6b, 6c(b), 
6g(1), 6l, 6o, and 12a(5)(1976), and sec. 217, 
Commodity Futures Trading Act of 1974, 88 
Stat. 1405; secs. 2(a)(1), 4b, 4c, 4d, 4f and 8a, 
Commodity Exchange Act, as amended (7 
U.S.C. 2, 6b, 6c, 6f and 12a)) 
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* * * * * 

[The following language should be printed on 
a page other than the pages containing the 

disclosure language above and may be omit-
ted from the required disclosure statement] 

This disclosure document meets the risk 
disclosure requirements in the jurisdictions 
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identified below ONLY for those instruments 
which are specified. 

United States: Commodity futures, options 
on commodity futures and options on com-
modities subject to the Commodity Ex-
change Act. 

United Kingdom: Futures, options on fu-
tures, options on commodities and options 
on equities traded by members of the 
United Kingdom Securities and Futures 
Authority pursuant to the Financial Serv-
ices Act, 1986. 

Ireland: Financial futures and options on fi-
nancial futures traded by members of fu-
tures exchanges on exchanges whose rules 
have been approved by the Central Bank of 
Ireland under Chapter VIII of the Central 
Bank Act, 1989. 

[43 FR 31890, July 24, 1978] 

EDITORIAL NOTE: For FEDERAL REGISTER ci-
tations affecting § 1.55, see the List of CFR 
Sections Affected, which appears in the 
Finding Aids section of the printed volume 
and at www.fdsys.gov. 

§ 1.56 Prohibition of guarantees 
against loss. 

(a) [Reserved] 
(b) No futures commission merchant 

or introducing broker may in any way 
represent that it will, with respect to 
any commodity interest in any account 
carried by the futures commission mer-
chant for or on behalf of any person: 

(1) Guarantee such person against 
loss; 

(2) Limit the loss of such person; or 
(3) Not call for or attempt to collect 

initial and maintenance margin as es-
tablished by the rules of the applicable 
board of trade. 

(c) No person may in any way rep-
resent that a futures commission mer-
chant or introducing broker will en-
gage in any of the acts or practices de-
scribed in paragraph (b) of this section. 

(d) This section shall not be con-
strued to prevent a futures commission 
merchant or introducing broker from: 

(1) Assuming or sharing in the losses 
resulting from an error or mishandling 
of an order; or 

(2) Participating as a general partner 
in a commodity pool which is a limited 
partnership. 

(e) This section shall not affect any 
guarantee entered into prior to Janu-
ary 28, 1982, but this section shall apply 
to any extension, modification or re-

newal thereof entered into after such 
date. 

[46 FR 62844, Dec. 29, 1981, as amended at 48 
FR 35291, Aug. 3, 1983] 

§ 1.57 Operations and activities of in-
troducing brokers. 

(a) Each introducing broker must: 
(1) Open and carry each customer’s 

account with a carrying futures com-
mission merchant on a fully-disclosed 
basis: Provided, however, That an intro-
ducing broker which has entered into a 
guarantee agreement with a futures 
commission merchant in accordance 
with the provisions of § 1.10(j) must 
open and carry such customer’s ac-
count with such guarantor futures 
commission merchant on a fully-dis-
closed basis; and 

(2) Transmit promptly for execution 
all customer orders to: 

(i) A carrying futures commission 
merchant; or 

(ii) A floor broker, if the introducing 
broker identifies its carrying futures 
commission merchant and that car-
rying futures commission merchant is 
also the clearing member with respect 
to the customer’s order. 

(b) An introducing broker may not 
carry proprietary accounts, nor may an 
introducing broker carry accounts in 
foreign futures. 

(c) An introducing broker may not 
accept any money, securities or prop-
erty (or extend credit in lieu thereof) 
to margin, guarantee or secure any 
trades or contracts of customers, or 
any money, securities or property ac-
cruing as a result of such trades or con-
tracts: Provided, however, That an in-
troducing broker may deposit a check 
in a qualifying account or forward a 
check drawn by a customer if: 

(1) The futures commission merchant 
carrying the customer’s account au-
thorizes the introducing broker, in 
writing, to receive a check in the name 
of the futures commission merchant, 
and the introducing broker retains 
such written authorization in its files 
in accordance with § 1.31; 

(2) The check is payable to the fu-
tures commission merchant carrying 
the customer’s account; 

(3) The check is deposited by the in-
troducing broker, on the same day 
upon which it is received, in a bank or 

VerDate Mar<15>2010 11:19 Jun 02, 2014 Jkt 232057 PO 00000 Frm 00170 Fmt 8010 Sfmt 8010 Q:\17\17V1.TXT ofr150 PsN: PC150


		Superintendent of Documents
	2020-01-30T19:29:49-0500
	US GPO, Washington, DC 20401
	Superintendent of Documents
	GPO attests that this document has not been altered since it was disseminated by GPO




