AUTHENTICATED
U.S. GOVERNMENT
INFORMATION

GPO

Commodity Futures Trading Commission

demonstrate that it satisfies the reg-
istration requirements set forth in
§48.7, (limited application) the foreign
board of trade must:

(i) Specifically identify the informa-
tion or documentation previously sub-
mitted;

(ii) Identify the specific registration
requirements set forth in §48.7 that are
satisfied by such information or docu-
mentation; and

(iii) Certify that the information re-
mains accurate and current.

(2) If the foreign board of trade wish-
es to rely on information and docu-
mentation previously submitted in
hard copy in connection with its appli-
cation for no-action relief, the foreign
board of trade must also resubmit the
identified information or documenta-
tion. A foreign board of trade that has
submitted a complete application for
no-action relief that is pending as of
February 21, 2012 may also apply for
registration pursuant to these limited
application procedures.

(c) A foreign board of trade operating
pursuant to existing no-action relief
must submit a limited application for
registration, determined in good faith
by the applicant to be complete, within
180 days of February 21, 2012. If, at any
time after August 20, 2012 but before a
limited application is approved or dis-
approved, the Commission determines
that the application is materially in-
complete, the Commission may, after
providing the foreign board of trade
with notice and an opportunity to re-
spond to the determination of incom-
pleteness, withdraw the existing no-ac-
tion relief if the Commission deter-
mines that the application cannot be
made complete in a timely manner.
The foreign board of trade may con-
tinue to operate pursuant to the exist-
ing no-action relief, subject to the
terms and conditions contained there-
in, August 20, 2012, while the Commis-
sion is reviewing its application, and
until the Commission approves or dis-
approves the application or otherwise
withdraws the existing no-action relief.
The no-action relief is automatically
withdrawn upon issuance of an Order of
Registration or upon disapproval.
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§48.7 Requirements for registration.

An applicant for registration must
demonstrate that it and, where appli-
cable, its clearing organization meet
the following requirements. The reg-
istration requirements applicable to
clearing organizations may alter-
natively be met by demonstrating that
the clearing organization is registered
and in good standing with the Commis-
sion as a derivatives clearing organiza-
tion. The Commission, in its discre-
tion, may request additional informa-
tion and documentation in connection
with an application for registration
and an applicant for registration must
provide promptly any such additional
information or documentation. The
Commission, in its discretion, also may
impose additional registration require-
ments that the Commission deems nec-
essary after appropriate notice and op-
portunity to respond.

(a) Foreign Board of Trade and Clear-
ing Membership:

(1) The members and other partici-
pants of the foreign board of trade and
its clearing organization are fit and
proper and meet appropriate financial
and professional standards;

(2) The foreign board of trade and its
clearing organization have and enforce
provisions to minimize and resolve
conflicts of interest; and

(3) The foreign board of trade and its
clearing organization have and enforce
rules prohibiting the disclosure, both
during and subsequent to service on a
board or committee, of material non-
public information obtained as a result
of a member’s or other participant’s
performance of duties as a member of
their respective governing boards and
significant committees.

(b) The Automated Trading System:

(1) The trading system complies with
Principles for the Oversight of Screen-
Based Trading Systems for Derivative
Products developed by the Technical
Committee of the International Orga-
nization of Securities Commissions,

(2) The trade matching algorithm
matches trades fairly and timely,

(3) The audit trail captures all rel-
evant data, including changes to or-
ders, and audit trail data is securely
maintained and available for an ade-
quate time period,
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(4) Adequate and appropriate trade
data is made available to users and the
public,

(6) The trading system has dem-
onstrated reliability,

(6) Access to the trading system is se-
cure and protected,

(7) There are adequate provisions for
emergency operations and disaster re-
covery,

(8) Trading data is backed up to pre-
vent loss of data, and

(9) Only those futures, option or swap
contracts that have been identified to
the Commission in the foreign board of
trade’s application for registration or
permitted to be made available for
trading by direct access pursuant to
the procedures set forth in §48.10 of
this part are made available for trading
by direct access.

(c) Terms and Conditions of Con-
tracts to Be Made Available in the
United States.

(1) Contracts must meet the fol-
lowing standards:

(i) Contracts must be futures, option
or swap contracts that would be eligi-
ble to be traded on a designated con-
tract market;

(ii) Contracts must be cleared;

(iii) Contracts must not be prohibited
from being traded by United States
persons; and

(iv) Contracts must not be readily
susceptible to manipulation.

(2) Foreign futures and option con-
tracts on non-narrow-based security in-
dexes must have been certified by the
Commission pursuant to the proce-
dures set forth in §30.13 of this chapter.

(3) Contracts that have the following
characteristics must be specifically
identified as having such characteris-
tics:

(i) Contracts that are linked to a con-
tract listed for trading on a registered
entity as defined in section 1a(40) of
the Act, and

(ii) Contracts that have any other re-
lationship with a contract listed for
trading on a registered entity (for ex-
ample, if both the foreign board of
trade’s and the registered entity’s con-
tract settle to the price of the same
third party-constructed index).

(d) Settlement and Clearing:

(1) The clearing organization ob-
serves the Recommendations for Cen-
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tral Counterparties or is registered
with the Commission as a derivatives
clearing organization, and

(2) The clearing organization is in
good regulatory standing in its home
country jurisdiction.

(e) The Regulatory Regimes Gov-
erning the Foreign Board of Trade and
the Clearing Organization:

(1) The regulatory authorities pro-
vide comprehensive supervision and
regulation of the foreign board of
trade, the clearing organization, and
the type of contracts to be made avail-
able through direct access that is com-
parable to the comprehensive super-
vision and regulation provided by the
Commission to designated contract
markets, derivatives clearing organiza-
tions and such contracts. That is, the
regulatory authorities support and en-
force regulatory objectives in the over-
sight of the foreign board of trade,
clearing organization and the type of
contracts that the foreign board of
trade wishes to make available through
direct access that are substantially
equivalent to the regulatory objectives
supported and enforced by the Commis-
sion in its oversight of designated con-
tract markets, derivatives clearing or-
ganizations, and such products.

(2) The regulatory authorities engage
in ongoing regulatory supervision and
oversight of the foreign board of trade
and its trading system, the clearing or-
ganization and its clearing system, and
the members, intermediaries and other
participants of the foreign board of
trade and clearing organization, with
respect to, among other things, market
integrity, customer protection, clear-
ing and settlement and the enforce-
ment of the rules of the foreign board
of trade and the clearing organization.

(3) The regulatory authorities have
the power to share information di-
rectly with the Commission, upon re-
quest, including information necessary
to evaluate the continued eligibility of
the foreign board of trade for registra-
tion and to audit for compliance with
the terms and conditions of the reg-
istration.

(4) The regulatory authorities have
the power to intervene in the market.

(f) The Rules of the Foreign Board of
Trade and the Clearing Organization
and Enforcement Thereof:
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(1) The foreign board of trade and its
clearing organization have imple-
mented and enforce rules to ensure
compliance with the requirements of
registration contained in this part;

(2) The foreign board of trade and its
clearing organization have the capac-
ity to detect, investigate, and sanction
persons who violate their respective
rules;

(3) The foreign board of trade and the
clearing organization (or their respec-
tive regulatory authorities) have im-
plemented and enforce disciplinary
procedures that empower them to rec-
ommend and prosecute disciplinary ac-
tions for suspected rule violations, im-
pose adequate sanctions for such viola-
tions, and provide adequate protections
to charged parties pursuant to fair and
clear standards;

(4) The foreign board of trade and its
clearing organization are authorized by
rule or by contractual agreement to
obtain, from members and other par-
ticipants, any information and co-
operation necessary to conduct inves-
tigations, to effectively enforce their
respective rules, and to ensure compli-
ance with the conditions of registra-
tion;

(5) The foreign board of trade and its
clearing organization have sufficient
compliance staff and resources, includ-
ing by delegation and/or outsourcing to
a third party, to fulfill their respective
regulatory responsibilities, including
appropriate trade practice surveil-
lance, real time market monitoring,
market surveillance, financial surveil-
lance, protection of customer funds,
enforcement of clearing and settlement
provisions and other compliance and
regulatory responsibilities;

(6) The foreign board of trade has im-
plemented and enforces rules with re-
spect to access to the trading system
and the means by which the connection
thereto is accomplished;

(7) The foreign board of trade’s audit
trail captures and retains sufficient
order and trade-related data to allow
its compliance staff to detect trading
and market abuses and to reconstruct
all transactions within a reasonable pe-
riod of time;

(8) The foreign board of trade has im-
plemented and enforces rules prohib-
iting fraud and abusive trading prac-
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tices including, but not limited to,
wash sales and trading ahead;

(9) The foreign board of trade has the
capacity to detect and deter, and has
implemented and enforces rules relat-
ing to, market manipulation, at-
tempted manipulation, price distor-
tion, and other disruptions of the mar-
ket; and

(10) The foreign board of trade has
and enforces rules and procedures that
ensure a competitive, open and effi-
cient market and mechanism for exe-
cuting transactions.

(g) Information Sharing:

(1) The regulatory authorities gov-
erning the activities of the foreign
board of trade and the clearing organi-
zation are signatories to the Inter-
national Organization of Securities
Commissions Multilateral Memo-
randum of Understanding, or otherwise
ensure that substitute information
sharing arrangements that are satis-
factory to the Commission are in place;

(2) The regulatory authorities gov-
erning the activities of the foreign
board of trade and the clearing organi-
zation are signatories to the Declara-
tion on Cooperation and Supervision of
International Futures Exchanges and
Clearing Organizations or otherwise
commit, in writing, to share the types
of information contemplated by the
International Information Sharing
Memorandum of Understanding and
Agreement with the Commission;

(3) The foreign board of trade has ex-
ecuted the International Information
Sharing Memorandum of Under-
standing and Agreement; and

(4) Pursuant to the conditions de-
scribed in §48.8(a)(6), the foreign board
of trade and clearing organization
agree to provide directly to the Com-
mission, upon request, any information
necessary, in the discretion of the
Commission, to evaluate the continued
eligibility and appropriateness of the
foreign board of trade and the clearing
organization, or their respective mem-
bers or other participants for registra-
tion, to audit for and enforce compli-
ance with the requirements and condi-
tions of the registration, or to enable
the Commission to carry out its duties
under the Act and Commission regula-
tions.
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