Commodity Futures Trading Commission

§166.2 Authorization to trade.

No futures commission merchant, in-
troducing broker or any of their associ-
ated persons may directly or indirectly
effect a transaction in a commodity in-
terest for the account of any customer
unless before the transaction the cus-
tomer, or person designated by the cus-
tomer to control the account:

(a) Specifically authorized the fu-
tures commission merchant, intro-
ducing broker or any of their associ-
ated persons to effect the transaction
(a transaction is ‘‘specifically author-
ized” if the customer or person des-
ignated by the customer to control the
account specifies (1) the precise com-
modity interest to be purchased or sold
and (2) the exact amount of the com-
modity interest to be purchased or
sold); or

(b) Authorized in writing the futures
commission merchant, introducing
broker or any of their associated per-
sons to effect transactions in com-
modity interests for the account with-
out the customer’s specific authoriza-
tion; Provided, however, That if such fu-
tures commission merchant, intro-
ducing broker or any of their associ-
ated persons is also authorized to effect
transactions in foreign futures or for-
eign options without the customer’s
specific authorization, such authoriza-
tion must be expressly documented.

[48 FR 35304, Aug. 3, 1983, as amended at 52
FR 29003, Aug. 5, 1987]

§166.3 Supervision.

Each Commission registrant, except
an associated person who has no super-
visory duties, must diligently supervise
the handling by its partners, officers,
employees and agents (or persons occu-
pying a similar status or performing a
similar function) of all commodity in-
terest accounts carried, operated, ad-
vised or introduced by the registrant
and all other activities of its partners,
officers, employees and agents (or per-
sons occupying a similar status or per-
forming a similar function) relating to
its business as a Commission reg-
istrant.

[48 FR 35304, Aug. 3, 1983]

§166.5

§166.4 Branch offices.

Each branch office of each Commis-
sion registrant must use the name of
the firm of which it is a branch for all
purposes, and must hold itself out to
the public under such name. The act,
omission or failure of any person act-
ing for the branch office, within the
scope of his employment or office, shall
be deemed the act, omission or failure
of the Commission registrant as well as
of such person.

[48 FR 35304, Aug. 3, 1983]

§166.5 Dispute settlement procedures.

(a) Definitions. (1) The term claim or
grievance as used in this section shall
mean any dispute that:

(i) Arises out of any transaction exe-
cuted on or subject to the rules of a
designated contract market,

(ii) Is executed or effected through a
member of such facility, a participant
transacting on or through such facility
or an employee of such facility, and

(iii) Does not require for adjudication
the presence of essential witnesses or
third parties over whom the facility
does not have jurisdiction and who are
not otherwise available.

(iv) The term claim or grievance does
not include disputes arising from cash
market transactions that are not a
part of or directly connected with any
transaction for the purchase or sale of
any commodity for future delivery or
commodity option.

(2) The term customer as used in this
section includes an option customer (as
defined in §1.3(jj) of this chapter) and
any person for or on behalf of whom a
member of a designated contract mar-
ket, or a participant transacting on or
through such designated contract mar-
ket, effects a transaction on such con-
tract market, except another member
of or participant in such designated
contract market. Provided, however, a
person who is an ‘‘eligible contract par-
ticipant’ as defined in section l1a(12) of
the Act shall not be deemed to be a
customer within the meaning of this
section.

(3) The term Commission registrant as
used in this section means a person
registered under the Act as a futures
commission merchant, introducing
broker, floor broker, commodity pool
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