§8.08

report required by paragraph (a) or (b)
of this section.

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

[43 FR 41950, Sept. 19, 1978, as amended at 46
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§8.08 Disciplinary committee.

Each exchange shall establish one or
more disciplinary committees which
shall be authorized by the exchange to
determine whether violations have
been committed, to accept offers of set-
tlement and to set and impose appro-
priate penalties. Each such disciplinary
committee shall consist of one or more
members of the exchange or persons on
the staff of the exchange; however, per-
sons on the enforcement staff may not
serve on a disciplinary committee.

§8.09 Review of investigation report.

The disciplinary committee shall
promptly review each investigation re-
port. In the event the disciplinary com-
mittee determines that additional in-
vestigation or evidence is needed, it
shall promptly direct the enforcement
staff to conduct its investigation fur-
ther. Within a reasonable period of
time not to exceed 30 days after the re-
ceipt of a completed investigation re-
port, the disciplinary committee shall
take one of the following actions:

(a) If the disciplinary committee de-
termines that no reasonable basis ex-
ists for finding a violation or that pros-
ecution is otherwise unwarranted, it
may direct that no further action be
taken. Such determination must be in
writing and contain a brief statement
setting forth the reasons therefor.

(b) If the disciplinary committee de-
termines that a reasonable basis exists
for finding a violation which should be
adjudicated, it shall direct that the
person alleged to have committed the
violation be served with a notice of
charges and shall proceed in accord-
ance with the rules of this subpart.

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

[43 FR 41950, Sept. 19, 1978, as amended at 46
FR 63036, Dec. 30, 1981]
§8.10 Predetermined penalties.

An exchange may adopt rules which
set specific maximum penalties for par-
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ticular violations. If the rules of an ex-
change establish predetermined pen-
alties, the disciplinary committee shall
have discretion in each case whether to
employ the predetermined penalty. If
the predetermined penalty is em-
ployed, it shall be stated in the notice
of charges. In such case, after a hearing
on a denied charge where a respondent
is found to have committed the viola-
tion charged, the disciplinary com-
mittee shall impose the predetermined
penalty or an appropriate lesser pen-
alty.

§8.11 Notice of charges.

The notice of charges shall:

(a) State the acts, practices, or con-
duct in which the person is alleged to
have engaged;

(b) State the rule alleged to have
been violated (or about to be violated);

(c) State the predetermined penalty,
if any;

(d) Prescribe the period within which
a hearing on the charges may be re-
quested;

(e) Advise the person charged that:

(1) He is entitled, upon request, to a
hearing on the charges;

(2) If the rules of the exchange so pro-
vide, failure to request a hearing with-
in the period prescribed in the notice,
except for good cause, shall be deemed
a waiver of the right to a hearing; and

(3) If the rules of the exchange so pro-
vide, failure in an answer to deny ex-
pressly a charge shall be deemed to be
an admission of such charge.

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

[43 FR 41950, Sept. 19, 1978, as amended at 46
FR 63036, Dec. 30, 1981]

§8.12

Upon being served with a notice of
charges the respondent shall have the
right to be represented by legal counsel
or any other representative of his
choosing in all succeeding stages of the
disciplinary proceeding.

Right to representation.

§8.13 Answer to charges.

The respondent shall be given a rea-
sonable period of time to file an answer
to the charges. The rules of an ex-
change may provide that:
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(a) The answer must be in writing
and include a statement that the re-
spondent admits, denies or does not
have and is unable to obtain sufficient
information to admit or deny each al-
legation. A statement of a lack of suffi-
cient information shall have the effect
of a denial of an allegation.

(b) Failure to file an answer on a
timely basis shall be deemed an admis-
sion of all allegations contained in the
notice of charges.

(c) Failure in an answer to deny ex-
pressly a charge shall be deemed to be
an admission of such charge.

§8.14 Admission or failure to deny
charges.

(a) The rules of an exchange may pro-
vide that if the respondent admits or
fails to deny any of the charges the dis-
ciplinary committee may find that the
rule violation alleged in the notice of
charges for which the respondent ad-
mitted or failed to deny any of the
charges has been committed. If the ex-
change rules so provide, then:

(1) The disciplinary committee shall
impose a penalty no greater than the
predetermined penalty, if any, stated
in the notice of charges for the cor-
responding violation found to have
been committed.

(2) If no predetermined penalty was
stated, the disciplinary committee
shall impose a penalty for each viola-
tion found to have been committed.

(b) The disciplinary committee shall
promptly notify the respondent in
writing of any penalty to be imposed
pursuant to paragraph (a) of this sec-
tion and shall advise him that he may
request a hearing on such penalty
within a reasonable period of time,
which shall be stated in the notice, but
that except for good cause shown no
hearing shall be permitted on a penalty
imposed pursuant to subparagraph
(a)(1) of this section.

(c) The rules of an exchange may pro-
vide that if a respondent fails to re-
quest a hearing within the period of
time stated in the notice he shall be
deemed to have accepted the penalty.

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

[43 FR 41950, Sept. 19, 1978, as amended at 46
FR 63036, Dec. 30, 1981]

§8.16

§8.15 Denial of charges and right to
hearing.

In every instance where the respond-
ent has requested a hearing on a charge
which is denied, or on a penalty set by
the disciplinary committee under
§8.14(a)(2), he shall be given an oppor-
tunity for a hearing in accordance with
the requirements of §8.17. The ex-
change rules may provide that, except
for good cause, the hearing shall be
concerned only with those charges de-
nied and/or penalties set by the dis-
ciplinary committee under §8.14(a)(2)
for which a hearing has been requested.

§8.16 Settlement offers.

(a) The rules of an exchange may per-
mit a respondent to submit a written
offer of settlement to the disciplinary
committee at any time after the inves-
tigation report is completed. The dis-
ciplinary committee may accept the
offer of settlement, but may not alter
its terms unless the respondent agrees.

(b) The rules of an exchange may pro-
vide that the disciplinary committee,
in its discretion, may permit the re-
spondent to accept a penalty without
either admitting or denying the rule
violations upon which the penalty is
based.

(c) If an offer of setlement is accept-
ed by the disciplinary committee, it
shall issue a written decision speci-
fying the rule violations it has reason
to believe were committed and any
penalty to be imposed. Where applica-
ble, the decision shall also include a
statement that the respondent has ac-
cepted the penalties imposed without
either admitting or denying the rule
violations.

(d) The respondent may withdraw his
offer of settlement at any time before
final acceptance by the disciplinary
committee. If an offer is withdrawn
after submission, or is rejected by the
disciplinary committee, the respondent
shall not be deemed to have made any
admissions by reason of the offer of
settlement and shall not be otherwise
prejudiced by having submitted the
offer of settlement.

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

[43 FR 41950, Sept. 19, 1978, as amended at 46
FR 63036, Dec. 30, 1981]
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