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§41.22 Required certifications.

It shall be unlawful for a designated
contract market or registered deriva-
tives transaction execution facility to
list for trading or execution a security
futures product unless the designated
contract market or registered deriva-
tives transaction execution facility has
provided the Commission with a cer-
tification that the specific security fu-
tures product or products and the des-
ignated contract market or registered
derivatives transaction execution facil-
ity meet, as applicable, the following
criteria:

(a) The underlying security or securi-
ties satisfy the requirements of §41.21;

(b) If the security futures product is
not cash settled, arrangements are in
place with a clearing agency registered
pursuant to section 17A of the Securi-
ties Exchange Act of 1934 for the pay-
ment and delivery of the securities un-
derlying the security futures product;

(c) Common clearing. [Reserved]

(d) Only futures commission mer-
chants, introducing brokers, com-
modity trading advisors, commodity
pool operators or associated persons
subject to suitability rules comparable
to those of a national securities asso-
ciation registered pursuant to section
15A(a) of the Securities Exchange Act
of 1934 and the rules and regulations
thereunder, except to the extent other-
wise permitted under the Securities
Exchange Act of 1934 and the rules and
regulations thereunder, may solicit,
accept any order for, or otherwise deal
in any transaction in or in connection
with security futures products;

(e) If the board of trade is a des-
ignated contract market pursuant to
section 5 of the Act or is a registered
derivatives transaction execution facil-
ity pursuant to section 5a of the Act,
dual trading in these security futures
products is restricted in accordance
with §41.27;

(f) Trading in the security futures
products is not readily susceptible to
manipulation of the price of such secu-
rity futures product, nor to causing or
being used in the manipulation of the
price of any underlying security, op-
tion on such security, or option on a
group or index including such securi-
ties, consistent with the conditions for
trading of §41.25;
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(g) Procedures are in place for coordi-
nated surveillance among the board of
trade, any market on which any secu-
rity underlying a security futures prod-
uct is traded, and other markets on
which any related security is traded to
detect manipulation and insider trad-
ing. A board of trade that is an alter-
native trading system does not need to
make this certification, provided that:

(1) The alternative trading system is
a member of a national securities asso-
ciation registered pursuant to section
15A(a) of the Securities Exchange Act
of 1934 or national securities exchange
registered pursuant to section 6(a) of
the Securities Exchange Act of 1934;
and

(2) The national securities associa-
tion or national securities exchange of
which the alternative trading system is
a member has in place such procedures;

(h) An audit trail is in place to facili-
tate coordinated surveillance among
the board of trade, any market on
which any security underlying a secu-
rity futures product is traded, and any
market on which any related security
is traded. A board of trade that is an
alternative trading system does not
need to make this certification, pro-
vided that:

(1) The alternative trading system is
a member of a national securities asso-
ciation registered pursuant to section
15A(a) of the Securities Exchange Act
of 1934 or national securities exchange
registered pursuant to section 6(a) of
the Securities Exchange Act of 1934;
and

(2) The national securities associa-
tion or national securities exchange of
which the alternative trading system is
a member has in place such procedures;

(i) Procedures are in place to coordi-
nate regulatory trading halts between
the board of trade and markets on
which any security underlying the se-
curity futures product is traded and
other markets on which any related se-
curity is traded. A board of trade that
is an alternative trading system does
not need to make this certification,
provided that:

(1) The alternative trading system is
a member of a national securities asso-
ciation registered pursuant to section
15A(a) of the Securities Exchange Act
of 1934 or national securities exchange
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registered pursuant to section 6(a) of
the Securities Exchange Act of 1934;
and

(2) The national securities associa-
tion or national securities exchange of
which the alternative trading system is
a member has in place such procedures;
and

(j) The margin requirements for the
security futures product will comply
with the provisions specified in §41.43
through §41.48.

§41.23 Listing of security futures
products for trading.

(a) Initial listing of products for trad-
ing. To list new security futures prod-
ucts for trading, a designated contract
market or registered derivatives trans-
action execution facility shall submit
to the Commission at its Washington,
DC headquarters, either in electronic
or hard-copy form, to be received by
the Commission no later than the day
prior to the initiation of trading, a fil-
ing that:

(1) Is labeled ‘‘Listing of Security Fu-
tures Product;”’

(2) Includes a copy of the product’s
rules, including its terms and condi-
tions;

(3) Includes the certifications re-
quired by §41.22;

(4) Includes a certification that the
terms and conditions of the contract
comply with the additional conditions
for trading of §41.25;

(6) If the board of trade is a des-
ignated contract market pursuant to
section 5 of the Act or a registered de-
rivatives transaction execution facility
pursuant to section ba of the Act, it in-
cludes a certification that the security
futures product complies with the Act
and rules thereunder; and

(6) Includes a copy of the submission
cover sheet in accordance with the in-
structions in appendix D of part 40.

(b) Voluntary submission of security fu-
tures products for Commission approval.
A designated contract market or reg-
istered derivatives transaction execu-
tion facility may request that the
Commission approve any security fu-
tures product under the procedures of
§40.5 of this chapter, provided however
that the registered entity shall include
the certification required by §41.22
with its submission under §40.5 of this

§41.24

chapter. Notice designated contract
markets may not request Commission
approval of security futures products.

[66 FR 55083, Nov. 1, 2001, as amended at 69
FR 67507, Nov. 18, 2004]

§41.24 Rule amendments to security
futures products.

(a) Self-certification of rules and rule
amendments by designated contract mar-
kets and registered derivatives clearing or-
ganications. A designated contract mar-
ket or registered derivatives clearing
organization may implement any new
rule or rule amendment relating to a
security futures product by submitting
to the Commission at its Washington,
DC headquarters, either in electronic
or hard-copy form, to be received by
the Commission no later than the day
prior to the implementation of the rule
or rule amendment, a filing that:

(1) Is labeled ‘‘Security Futures Prod-
uct Rule Submission;’

(2) Includes a copy of the new rule or
rule amendment;

(3) Includes a certification that the
designated contract market or reg-
istered derivatives clearing organiza-
tion has filed the rule or rule amend-
ment with the Securities and Exchange
Commission, if such a filing is re-
quired;

(4) If the board of trade is a des-
ignated contract market pursuant to
section 5 of the Act or is a registered
derivatives clearing organization pur-
suant to section 5b of the Act, it in-
cludes the documents and -certifi-
cations required to be filed with the
Commission pursuant to §40.6 of this
chapter, including a certification that
the security futures product complies
with the Act and rules thereunder; and

(5) Includes a copy of the submission
cover sheet in accordance with the in-
structions in appendix D of part 40.

(b) Self-certification of rules by reg-
istered derivatives transaction execution
facilities. Notwithstanding §37.7 of this
chapter, a registered derivatives trans-
action execution facility may only im-
plement a new rule or rule amendment
relating to a security futures product if
the registered derivatives transaction
execution facility has certified the rule
or rule amendment pursuant to the
procedures of paragraph (a) of this sec-
tion.
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