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(d) The maturity date of the leverage 
contract at initiation; 

(e) The price at which the leverage 
contract was entered into; 

(f) Whether the leverage contract was 
repurchased, resold, liquidated or set-
tled by delivery; 

(g) The date the leverage contract 
was repurchased, resold, liquidated or 
settled by delivery; 

(h) The price at which the leverage 
contract was repurchased, resold or liq-
uidated; 

(i) The leverage customer account 
identification number; 

(j) Whether the leverage customer 
had a commercial or noncommercial 
leverage account; 

(k) Whether the leverage customer 
was the owner or holder of a propri-
etary leverage account as defined in 
§ 31.4(e); and 

(l) The profit or loss incurred by the 
leverage customer on the contract. In 
the case of a long leverage contract, 
profit or loss shall be determined by 
subtracting, from the total value of the 
contract based on the leverage trans-
action merchant’s bid price at the time 
of repurchase or liquidation, the total 
value of the contract based on the ask 
price at which the contract was en-
tered into, minus any amounts paid or 
owed by the leverage customer to the 
leverage transaction merchant, includ-
ing initial, carrying and termination 
charges, plus any amounts paid or 
credited by the leverage transaction 
merchant to the leverage customer, in 
connection with the leverage contract. 
In the case of a short leverage con-
tract, profit or loss shall be determined 
by subtracting, from the total value of 
the contract based on the bid price at 
which the contract was entered into, 
the total value of the contract based on 
the leverage transaction merchant’s 
ask price at the time of resale or liq-
uidation, minus any amounts paid or 
owed by the leverage customer to the 
leverage transaction merchant, includ-
ing initial and termination charges, 
plus any amounts paid or credited by 
the leverage transaction merchant to 
the leverage customer, including car-

rying charges, in connection with the 
leverage contract. 

[50 FR 36416, Sept. 6, 1985; 50 FR 37519, Sept. 
16, 1985, as amended at 54 FR 41083, Oct. 5, 
1989] 

§ 31.27 Registered futures association 
membership. 

Each person registered or required to 
register as a leverage transaction mer-
chant must become and remain a mem-
ber of at least one futures association 
which is registered under section 17 of 
the Act and which provides for the 
membership therein of such leverage 
transaction merchant, unless no such 
futures association is so registered. 

[54 FR 41083, Oct. 5, 1989] 

§ 31.28 Self-regulatory organization 
adoption and surveillance of min-
imum financial, cover, segregation 
and sales practice requirements. 

(a) Each self-regulatory organization 
must adopt, and submit for Commis-
sion approval, rules prescribing min-
imum financial, cover, segregation and 
sales practice, and related reporting re-
quirements for all its members who are 
registered leverage transaction mer-
chants. Each self-regulatory organiza-
tion shall submit for Commission ap-
proval any modification or other 
amendments to such rules. Such re-
quirements must be the same as, or 
more stringent than, those contained 
in this part 31 and the definition of ad-
justed net capital must be the same as 
that prescribed in § 31.9(b)(4) of this 
part. 

(b) Each self-regulatory organization 
which has members who are registered 
leverage transaction merchants shall 
have in effect and enforce rules sub-
mitted to the Commission pursuant to 
paragraph (a) of this section and ap-
proved by the Commission. 

(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 leverage transaction 
merchant which is a member of more 
than one such self-regulatory organiza-
tion, the responsibility of: 

(1) Monitoring and auditing for com-
pliance with the minimum financial, 
cover, segregation and sales practice, 
and related reporting requirements 
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adopted by such self-regulatory organi-
zations in accordance with paragraph 
(a) of this section; and 

(2) Receiving the reports necessitated 
by such minimum financial, cover, seg-
regation and sales practice, and related 
reporting requirements. 

(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 
that plan’s other self-regulatory orga-
nizations any violation of such other 
self-regulatory organizations’ rules and 
regulations for which the responsi-
bility to monitor, audit or examine has 
been delegated to such designated self- 
regulatory organization under this sec-
tion. 

(f) The self-regulatory organizations 
may, among themselves, establish pro-
grams to provide access to any nec-
essary 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 leverage customers; 

(3) Reduces multiple monitoring and 
auditing for compliance with the min-
imum financial, cover, segregation and 
sales practice, and related reporting re-
quirements of the self-regulatory orga-
nizations submitting the plan for any 
leverage transaction merchant which is 
a member of more than one self-regu-
latory organization; 

(4) Reduces multiple reporting of the 
information necessitated by such min-
imum financial, cover, segregation and 
sales practice, and related reporting re-
quirements by any leverage trans-
action merchant which is a member of 
more than one self-regulatory organi-
zation; 

(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 of one under 
paragraph (g) of this section, a self-reg-
ulatory organization relieved of re-
sponsibility must notify each of its 
members which is 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, 
cover, segregation and sales practice, 
and related reporting requirements; 
and 

(2) Of the identity of the designated 
self-regulatory organization which 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 of one estab-
lished under this section, if such plan 
or part of one ceases to effectuate ade-
quately the purposes of section 19 of 
the Act or of this section. 

(j) Whenever a registered leverage 
transaction merchant holding member-
ship in a self-regulatory organization 
ceases to be a member in good standing 
of that self-regulatory organization, 
such self-regulatory organization must, 
on the same day that event takes 
place, give telegraphic notice of that 
event to the principal office of the 
Commission in Washington, DC and 
send a copy of that notification to such 
leverage transaction merchant. 

(k) Nothing in this section shall pre-
clude the Commission from examining 
any leverage transaction merchant for 
compliance with the minimum finan-
cial, cover, segregation and sales prac-
tice, and related reporting require-
ments to which such leverage trans-
action merchant is subject. 

(l) In the event a plan is not filed 
and/or approved for each registered le-
verage transaction merchant which is a 
member of more than one self-regu-
latory organization, the Commission 
may design and, after notice and oppor-
tunity for comment, approve a plan for 
those leverage transaction merchants 
which are not the subject of an ap-
proved plan (under paragraph (g) of 
this section), delegating to a des-
ignated self-regulatory organization 
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the responsibilities described in para-
graph (c) of this section. 

[54 FR 41083, Oct. 5, 1989] 

§ 31.29 Arbitration or other dispute 
settlement procedures. 

Each self-regulatory organization 
which has members who are registered 
as leverage transaction merchants 
must be able to demonstrate its capa-
bility to promulgate rules and to con-
duct proceedings which provide a fair, 
equitable and expeditious procedure, 
through arbitration or otherwise, for 
the voluntary settlement of a leverage 
customer’s claim or grievance brought 
against any member leverage trans-
action merchant or any employee of a 
member leverage transaction mer-
chant. Such rules shall be consistent 
with the rules set forth in part 180 of 
this chapter governing contract mar-
ket arbitration and dispute settlement 
procedures. 

[54 FR 41084, Oct. 5, 1989; 54 FR 46503, Nov. 3, 
1989] 

APPENDIX A TO PART 31—SCHEDULE OF 
FEES FOR REGISTRATION OF LEVER-
AGE COMMODITIES 

(a) Each application for registration of a 
leverage commodity must be accompanied 
by a check or money order made payable to 
the Commodity Futures Trading Commission 
in an amount to be determined annually by 
the Commission and published in the FED-
ERAL REGISTER. 

(b) Checks or money orders should be sent 
to the attention of the Office of the Secre-
tariat, Commodity Futures Trading Commis-
sion, Three Lafayette Centre, 1155 21st 
Street, NW., Washington, DC 20581. No 
checks or money orders may be accepted by 
personnel other than those in the Office of 
the Secretariat. 

(c) Failure to submit the fee with an appli-
cation for registration of a leverage com-
modity will result in the return of the appli-
cation. Fees will not be returned after re-
ceipt. 

(d) Any firm with an application for reg-
istration of a leverage commodity pending 
on the date that this fee schedule becomes 
effective must submit its application fee 
within 10 days of that date. Otherwise, the 
application shall be deemed withdrawn with-

out prejudice and shall be returned to the ap-
plicant. 

(Secs. 5, 5a, 8a(5) and 19 of the Commodity 
Exchange Act (7 U.S.C. 7, 7a, 12, 12a(5), and 
23), sec. 26 of the Futures Trading Act of 1982 
(7 U.S.C. 16a), Independent Offices Appropria-
tion Act of 1952, as amended by Pub. L. 97– 
258, 96 Stat. 1051 (Sept. 13, 1982)) 

[49 FR 25835, June 25, 1984, as amended at 52 
FR 22635, June 15, 1987; 60 FR 49335, Sept. 25, 
1995] 

PART 32—REGULATION OF COM-
MODITY OPTION TRANSACTIONS 

Sec. 
32.1 Scope of part 32; definitions. 
32.2 Prohibited transactions. 
32.3 Unlawful commodity option trans-

actions. 
32.4 Exemptions. 
32.5 Disclosure. 
32.6 Segregation. 
32.7 Books and recordkeeping. 
32.8 Unlawful representations; execution of 

orders. 
32.9 Fraud in connection with commodity 

option transactions. 
32.10 Option transactions entered into prior 

to the effective date of this part. 
32.11 Suspension of commodity option 

transactions. 
32.12 Exemption from suspension of com-

modity option transactions. 
32.13 Exemption from prohibition of com-

modity option transactions for trade op-
tions on certain agricultural commod-
ities. 

AUTHORITY: 7 U.S.C. 1a, 2, 4, 6c and 12a, un-
less otherwise noted. 

SOURCE: 41 FR 51814, Nov. 24, 1976, unless 
otherwise noted. 

§ 32.1 Scope of part 32; definitions. 
(a) Scope. The provisions of this part, 

except for the provisions of §§ 32.8 and 
32.9 which shall in any event apply to 
all commodity option transactions, 
shall apply to all commodity option 
transactions except for commodity op-
tion transactions conducted or exe-
cuted on or subject to the rules of a 
contract market, or a foreign board of 
trade, pursuant to section 4c of the Act 
and the regulations promulgated there-
under. 

(b) Definitions. As used in this part: 
(1) Commodity option transaction and 

commodity option each means any trans-
action or agreement in interstate com-
merce which is or is held out to be of 
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