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SECTION 1  
DEFINITIONS 

Rule 1000         Definitions 

Unless otherwise specifically provided in the SEF Rules or the context otherwise requires, the 
following terms have the meanings specified herein. 

“Account Manager” means a Person other than an individual that acts as an agent and attorney-
in-fact to transact Swaps via the SEF in the name and on behalf of another Person. An Account 
Manager may also be a Participant. 

“Affiliate” means with respect to any Person, any Person who, directly or indirectly, controls, is 
controlled by or is under common control with, such other Person. 

“Applicable Law” means, with respect to any Person, any statute, law, regulation, rule or 
ordinance of any governmental or self-regulatory authority or any DCO Rules applicable to the 
SEF or to any such Person with respect to that Person’s activities on the SEF, including (without 
limitation) these SEF Rules, the CEA and CFTC regulations. 

“Authorized Representative” means any natural Person who is employed and authorized by a 
Participant to represent the Participant in SEF matters pursuant to Rule 3110. 

“Authorized Trader” means a Person who is appointed, employed or authorized by a 
Participant and who has been assigned a User ID by the SEF. Each Authorized Trader: (i) must 
be a natural Person; (ii) may have Trading Privileges with respect to the Trading Account or 
Trading Accounts, as the case may be, of a Participant; and (iii) must satisfy any other 
requirements as may be prescribed by the SEF from time to time. An Authorized Trader 
includes, but is not limited to, a Sponsored Participant and any of its authorized employees. 

“Block Trade” means a Swap of a large notional or principal amount that is transacted off- 
exchange, pursuant to the SEF’s rules, and that is greater than the SEF’s minimum block trade 
size. 

“Board” means the board of directors of the SEF. 

“Business Day” means a day on which the SEF is open for trading or as otherwise provided on 
the SEF website. 

“By-Laws” means the by-laws of the SEF. 

“CCO” means the Chief Compliance Officer of the SEF. 

“CEA” means the Commodity Exchange Act, as amended from time to time.  

“CEO” means the Chief Executive Officer of the SEF. 

“CFTC” means the U.S. Commodity Futures Trading Commission. 
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 “Cleared Swap” means a Swap that is subject to the mandatory clearing requirement of Section 
2(h)(l) of the CEA, or any Swap of a type that is accepted by a DCO for clearing and which 
Participants have elected to submit for clearing. 

“Clearing Member” means a member of a DCO. 

“Client” means a Person that granted in writing to an Account Manager investment authority to 
enter Orders and execute Transactions on the SEF on behalf and in the name of such Person. 

“Commission” means the CFTC. 

“CTI” means customer type identification code. 

“Customer” means a Person, including another Participant, for whom a Participant carries an 
account. 

“DCM” means a designated contract market. 

“DCO” means a derivatives clearing organization as defined in Section 1(a)(15) of the CEA, or 
non-U.S. central clearing counterparty recognized or approved by the CFTC, that provides 
clearing services with respect to any Swaps traded on the SEF. 

“DCO Rules” means the relevant organizational documents of a DCO and any rule, 
interpretation, stated policy, or instrument corresponding to any of the foregoing, in each case as 
adopted or amended from time to time by the DCO relating to any or all of the Swaps. 

“Director” means a Board director. 

“Disciplinary Action” means any inquiry, investigation, disciplinary proceeding, appeal from a 
disciplinary proceeding, summary imposition of fines, summary suspension or other summary 
action. 

“Disciplinary Panel” means the panel appointed by the Chief Compliance Officer to act in an 
adjudicative role and fulfill various adjudicative responsibilities and duties described in Section 
6. 

“ECP” means an “eligible contract participant” as defined in Section 1a(18) of the CEA and 
CFTC regulations thereunder. 

“Emergency” means the occurrences or circumstances which, in the opinion of the SEF, require 
immediate action, and which threaten, or may threaten, the fair and orderly trading in, or the 
settlement or integrity of, any Swap, including, without limitation, the following: 

(1) any circumstance that may materially affect the performance of the parties to 
a Swap, including failure of the clearing system; 

(2) any action taken by any United States or foreign regulatory, self-regulatory, 
judicial, arbitral, or governmental (whether national, state or municipal) or 
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quasi-governmental authority, or any agency, department, instrumentality, or 
sub- division thereof; or other Person exercising, or entitled to exercise any 
administrative, executive, judicial, legislative, police, regulatory or taxing 
authority or power; or any other swap execution facility, DCO, board of trade, 
or other exchange or trade association (foreign or domestic) that may have a 
direct impact on trading on the SEF or the settlement legality or enforceability 
of any Swap; 

(3) any actual, attempted or threatened corner, squeeze, congestion, 
manipulative activity or undue concentration of positions in a Swap; 

(4) any circumstance that may have a severe, adverse impact upon the functions 
and facilities of the SEF, including, but not limited to, acts of God, fire, flood or 
other natural disasters, bomb threats, acts of terrorism or war, severely 
inclement weather, or failure or malfunction of all or a portion of the SEF, or 
other system breakdowns or interruptions such as power, computer, 
communication or transportation systems or the Internet; 

(5) the bankruptcy or insolvency of any DCO or the imposition of any injunction 
or other restraint by any government agency, DCO, court or arbitrator upon a 
DCO which may affect the ability of a DCO to trade in or perform on a Swap; 

(6) any circumstance in which it appears to the Board that a DCO or any 
other Person: 

(i) has failed to perform on a Swap; 

(ii) is insolvent; or 

(iii) is in a financial or operational condition or is conducting business 
such that the DCO or Person cannot be permitted to continue in business 
without jeopardizing the safety of Customer funds, Participants, other 
DCOs, the SEF or the DCO; or 

(7) any other unusual, unforeseeable or adverse circumstance as determined by 
the SEF. 

“Emergency Action” is any action taken by the SEF in response to an Emergency and 
includes, but is not limited to, the following: 

(1) suspending or curtailing trading or limiting trading to liquidation only (in 
whole or in part); 

(2) extending or shortening the last trading date for Swaps; 

(3) providing alternative settlement mechanisms; 
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(4) ordering the liquidation of Swaps, the fixing of a settlement price, or the 
reduction of positions; 

(5) extending, limiting or changing the Trading Hours; 

(6) temporarily modifying or suspending any provision of the SEF Rules or 
Obligations; 

(7) requiring Participants to meet special margin requirements; 

(8) imposing or modifying price limits; 

(9) imposing or modifying position limits; and/or 

(10) ordering any other action or undertaking to address or relieve the 
emergency.  

“End-User Transaction” shall mean a Transaction exempt from the clearing requirement 
of Section 2(h)(1) of the CEA because one of the counterparties to the Transaction is 
entitled to and has elected to use the exemption from clearing requirement set forth in 
Section 2(h)(7) of the CEA. 

“End-User Clearing Exemption” means the exemption from the clearing requirement set forth in 
Section 2(h)(l) of the CEA because one counterparty to the transaction is entitled to the 
exemption from the clearing requirement set forth in Section 2(h)(7) of the CEA. 

“Exchange Act” means the Securities Exchange Act of 1934, as amended. 

“Family Relationship” means, with respect to any Person, such Person’s spouse, former spouse, 
parent, stepparent, child, stepchild, sibling, stepbrother, stepsister, grandparent, grandchild, uncle, 
aunt, nephew, niece or in-law. 

“FCM” means futures commission merchant as defined under Section 1(a)(20) of the CEA.  

“Government Agency” means any governmental entity, body or agency of any government 
(including the United States, a state or foreign government). 

“Introducing Broker” is a Person that (i) is registered as an FCM, introducing broker and/or 
broker-dealer or in another appropriate capacity, or is exempt from such registration, and (ii) 
enters Orders or introduces Transactions to the SEF or subject to the SEF Rules, through RFQs 
or otherwise, on behalf of one or more Participants or their Customers or Authorized Traders. 

“Investigation Report” means any written report of investigation. 

“ISV” means independent software vendor. 

“Legal Entity Identifier” has the meaning set forth in Part 45 of the CFTC’s regulations. 
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“Major Swap Participant” has the meaning set forth in Section 1a(33) of the CEA and CFTC 
regulations thereunder. 

 “Market Regulation Department” means the department within the SEF that regulates 
compliance with the SEF rules. For purposes of the SEF Rules, Market Regulation Department 
may as applicable also include the NFA pursuant to the Regulatory Services Agreement with the 
NFA. 

“Material Adverse Change” means a significant event that negatively affects the subject 
referenced. 

“Material Conflict of Interest” means a Director, Officer, Disciplinary Panel Member or other 
Person: 

(1) being named as a respondent or potential respondent or a witness or potential 
witness in a SEF Proceeding or Emergency Action; 

(2) being an employer, employee, fellow employee or an Affiliate of a respondent or 
potential respondent or a witness or potential witness in the Self-Regulatory 
Action; 

(3) having any significant, ongoing business relationship with a respondent or 
potential respondent or a witness or potential witness in the Self-Regulatory 
Action; 

(4) having a Family Relationship with a respondent or potential respondent or a 
witness or potential witness in a Self-Regulatory Action (including the 
individual’s spouse, co-habitator, former spouse, parent, step-parent, child, step- 
child, sibling, step-brother, step-sister, grandparent, grandchild, uncle, aunt, 
nephew, niece, father-in-law, mother-in-law, brother-in-law or sister-in-law); 

(5) having a direct and substantial financial interest in the result of the deliberations 
or vote based upon either exchange or non-exchange positions (as referenced in 
CFTC regulation § 1.69), other than a direct or indirect equity or other interest in 
Parent, that could reasonably be expected to be affected by the action. A direct 
and substantial financial interest includes positions in Swaps in accounts of, 
controlled by, or affiliated with the Interested Person or in any other types of 
direct and substantial financial positions of the Interested Person that are 
reasonably expected to be affected by the deliberations or vote; and/or 

(6) any other circumstance that gives rise to a conflict between the Director’s, 
Officer’s, Disciplinary Panel Member’s or Other Person’s exercise of authority 
concerning any Self-Regulatory Action and his or her personal interests. 

“Material Relationship” is one that reasonably could affect the independent judgment or decision 
making of a Public Director. 

“NFA” means the National Futures Association. 
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“Obligation” means each Rule of the SEF, order or procedure issued by the SEF, including 
Notice to Participants, and other requirement implemented by the SEF under the SEF Rules, 
including each term of a Contract, as well as any contractual obligations between a Participant 
and the SEF, including the Participant Documentation. 

“Officer” shall have the meaning given in Rule 2200. 

“Order” means either a bid or an offer for a Swap. 

“Order Book” means the trading systems operated by the SEF in which Participants have the 
ability to enter multiple bids and offers, observe or receive bids and offers entered by other 
Participants, and transact on such bids and offers. 

“Participant” means any Person, other than an ISV, that has been granted, and continues to have, 
access to the SEF in accordance with SEF rules including without limitation a Sponsoring 
Participant. A reference to a Participant includes any Person who is either employed by or is an 
agent of such Participant (including, but not limited to an Authorized Trader) or any Person who 
accesses or utilizes the SEF pursuant to a User ID linked to a Participant. Subject to the 
Applicable Law, a Participant may trade for its own proprietary account or for or on behalf of a 
Customer or Client. 

“Participation Criteria” means the criteria set forth in Rule 3000 required for participation.  

“Permitted Transaction” shall have the meaning provided in CFTC regulation § 37.9(c)(1), as 
may be amended from time to time.  

“Person” means a natural person or an entity. 

“Personal Information” means personally identifiable information or data concerning or relating 
to a Person’s employees, customers or prospective customers. 

“Proprietary Data” means, with respect to any Person, any information that separately discloses 
business transactions, market positions, or trade secrets of such Person. 

“Public Director” means any person who qualifies as a “public” director within the meaning of 
the By-Laws and applicable regulations and interpretations issued by the CFTC for determining 
qualifications of public directors. 

“Recipient Participant” means, with respect to any Requesting Participant sending any RFQ via 
the Request for Quote functionality of the SEF, a Participant other than the Requesting 
Participant that (x) is not an Affiliate of or controlled by the Requesting Participant and (y) is not 
an Affiliate of or Controlled by any other Recipient Participant receiving the same RFQ of the 
Requesting Participant. 

“Regulatory Services Agreement” or “RSA” means the agreement(s) between the SEF and the 
NFA, as the Regulatory Services Provider, whereby market surveillance and trade practice 
surveillance functions are delegated to the Regulatory Services Provider. 
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“Regulatory Services Provider” means the organization, if any, which provides regulatory 
services to the SEF pursuant to a Regulatory Services Agreement. 

 “Reporting Counterparty” has the meaning set forth in Part 45 of the CFTC’s regulations. 

“Request for Quote” or “RFQ” means a message disseminated on the SEF for the purposes of 
soliciting bids or offers for a specific Swap pursuant to Rule 4003. 

“Required Number” means (x) prior to the date one year after the Compliance Date of Part 37, no 
less than two Recipient Participants and (y) thereafter, no less than three Recipient Participants. 

“Required Transaction” shall have the meaning provided in CFTC regulation § 37.9(a)(1), as 
may be amended from time to time. 

“Resting Quote” means any firm or indicative bid or offer displayed on the Order Book of the 
SEF. 

“Review Panel” is responsible for determining whether a reasonable basis exists for finding a 
violation of SEF’s rules, and for authorizing the issuance of notices of charges against Persons 
alleged to have committed violations if the Review Panel believes that the matter should be 
adjudicated. 

“RFQ” means a request for quote platform. 

“ROC” means the Regulatory Oversight Committee of the SEF. 

“SEC” means the U.S. Securities and Exchange Commission. 

“SEF” means the swap execution facility operated by tpSEF Inc. or any successor thereto.  

“SEF Official” means any Director or Officer of, or individual employed directly by, the SEF, 
the Regulatory Services Provider or any individual rendering similar services to the SEF under an 
administrative or similar agreement. 

“SEF Proceeding” and “SEF Proceedings” means any inquiry, investigation, disciplinary 
proceeding or any appeal from a disciplinary proceeding, summary suspension, or other summary 
actions. 

“SEF Rules” means the rules of the SEF as set forth herein, as may be amended from time to 
time by the SEF. 

“Self-Regulatory Organization” means the Financial Industry Regulatory Authority, the National 
Futures Association or any other self-regulatory organization under the rules of the CFTC or the 
SEC. 

“Service Provider” means an organization, including, without limitation, an affiliate of the SEF, 
which provides services to the SEF pursuant to a services agreement. 
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“Sponsored Participant” means a third party ECP (other than an individual or an ISV) that is 
extended Trading Privileges by a Sponsoring Participant pursuant to Rule 3110. 

“Sponsoring Participant” shall mean the Participant that extends Trading Privileges to a 
Sponsored Participant in accordance with Rule 3110. 

“Supervised Persons” means any Authorized Traders, directors, officers, employees or agents of 
any Participant including without limitation an Introducing Broker. 

“Swap” means any “swap” as defined in CEA Section 1a(47) that has been approved for trading 
on the SEF. 

“Swap Data Repository” has the meaning set forth in Section 1a(48) of the CEA. 

“Swap Dealer” has the meaning set forth in Section 1a(49) of the CEA and the CFTC regulations 
thereunder. 

“Technology Services Provider” means a third party that provides various technology 
services to the SEF pursuant to an agreement(s) with the SEF. 

“Trading Account” means, with respect to each Participant, Client or Customer each account 
established and maintained by such Participant at the SEF through which the Participant’s 
Authorized Traders will trade Swaps and through which the SEF will monitor the open Swap 
positions and closed Swap positions of such Participants, Clients or Customers. 

“Trading Hours” means, for any Business Day, the hours as may be published by the SEF in a 
Notice to Participants from time to time. 

“Trading Privileges” means the right granted to a Participant to transmit Orders for certain or all 
Swaps through the SEF. 

“Transaction” means any Swap transacted on the SEF in accordance with the SEF Rules.  

“Uncleared Swap” means a Swap other than a Cleared Swap. 

“User ID” means a unique identifier issued to each Authorized Trader of a Participant that 
enables the SEF to identify the individual entering Orders into the SEF. 
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SECTION 2 
SEF GOVERNANCE  

Rule 2000 The SEF 

The SEF is a corporation organized under the laws of the state of Delaware. The By-Laws of the 
SEF govern the management and operation of the SEF. 

BOARD 

Rule 2100   Board 

(a) The Officers shall manage the day-to-day business operations of the SEF. The Board 
has the power and authority to oversee, and to affirm, modify, suspend or overrule any 
and all decisions and actions of any committees of the Board or any panel of the 
Officers related to the day to day business operations of the SEF. 

(b) The Board will determine which Swaps are available from time to time for trading 
subject to the SEF Rules, and will approve SEF Rules containing specifications for 
such Swaps; provided that the Board may delegate the authority to approve such 
rules to a SEF committee or to one or more Officers of the SEF; provided, further, 
that certifications or applications with respect to such rules will be submitted to the 
CFTC as required by Applicable Law. 

(c) The Board may act only by the decision of an absolute majority in number of the 
Directors by vote at a meeting, by unanimous written consent without a meeting, or as 
otherwise set forth in the By-Laws. 

(d) At all times, at least 35% of the Directors shall be Public Directors. Each Director 
(including Public Directors) shall be appointed in accordance with the By-Laws and 
shall serve until his or her successor is duly appointed or until his or her earlier 
resignation or removal, with or without cause. 

(e) Each Director is entitled to indemnification pursuant to the SEF By-Laws with respect to 
matters relating to the SEF. 

(f) To qualify as a Public Director, an individual must be found, by action of the Board, to 
have no Material Relationship with the SEF. The Board must make such finding upon the 
nomination or appointment of the Director and as often as necessary in light of all 
circumstances relevant to such Director, but in no case less than annually. The limitations 
applicable to Material Relationships also apply to the “immediate family” of such 
director, i.e., spouse, parents, children, and siblings, in each case, whether by blood, 
marriage, or adoption, or any person residing in the home of the director or that of his or 
her “immediate family.” 

(g) The members of the Board, including Public Directors, shall be of sufficiently good 
repute and, where applicable, have prior industry (or related) experience, a strong 
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understanding of swaps and a familiarity with the rules and regulations that pertain to 
Swaps, and sufficient expertise in financial services. 

(h) Without limitation of any other provisions of this Rule 2100, the provisions of Article III 
of the By-Laws shall be deemed to be part of the SEF Rules and shall be deemed 
to be incorporated herein, to the same extent and with the same force and effect as if 
set forth herein in their entirety. 

(i) A Public Director of the SEF may also serve as a public director of an Affiliate of the 
SEF provided he or she does not have a Material Relationship with the SEF. 

OFFICERS 

Rule 2200   Officers 

(a) The Board shall appoint a Chief Executive Officer, a Chief Compliance Officer, and such 
other officers of the SEF (all of the foregoing, collectively, the “Officers”) as it may 
deem necessary or appropriate from time to time, in accordance with the SEF By-Laws. 

(b) Any Officer may also be a director, officer, partner or employee of the SEF or any of its 
Affiliates. 

(c) The Officers shall have such powers and duties in the management of the SEF as the 
Board may prescribe from time to time. 

(d) Each Director and Officer is entitled to indemnification pursuant to the By-Laws with 
respect to matters relating to the SEF. 

Rule 2201  Chief Compliance Officer 

(a) The Board shall designate an individual to serve as the Chief Compliance Officer. 
The Chief Compliance Officer shall report to the Chief Executive Officer. 

(b) It shall be the duty of the Chief Compliance Officer to: 

(1) enforce the SEF Rules; 

(2) review compliance with Applicable Law including, without limitation, the core 
principles delineated under the CEA and related CFTC regulations; 

(3) resolve any conflicts of interest that may arise, in consultation with t h e  
C E O  a n d  s u c h  others, including, without limitation, the Board, and/or the 
Regulatory Oversight Committee, as deemed appropriate and necessary; 

(4) establish and administer requisite policies and procedures for the SEF; 

(5) supervise the SEF’s self-regulatory program including, without limitation, 
supervising the effectiveness and sufficiency of any Regulatory Services 
Provider; 
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(6) establishing procedures for the remediation of noncompliance issues identified by 
the Chief Compliance Officer through a compliance office review, look-back, 
internal or external audit finding, self-reported error or validated complaint; 

(7) establishing and following appropriate procedures for the handling, management 
response, remediation, retesting, and closing of noncompliance issues; and 

(8) preparing and delivering the annual compliance report as required under the CEA 
and applicable CFTC regulations. 

(c) The Chief Compliance Officer shall have available to it at all times the resources of the 
Market Regulation Department and such other SEF resources as may be necessary to 
conduct investigations of alleged rule violations and market conditions. The Chief 
Compliance Officer shall have supervisory authority over all staff acting in furtherance of 
the Chief Compliance Officer’s obligations. 

(d) The Chief Compliance Officer shall have the authority to inspect the books and records 
of all Participants and the authority to require any Participant to appear before him or her 
and produce its books and records and answer questions regarding alleged violations of 
the SEF Rules, at the time, place and in the manner it designates. The Chief 
Compliance Officer may also delegate such authority to staff of the Market Regulation 
Department. 

QUALIFICATIONS 

Rule 2300   Qualifications of Chief Compliance Officer 

(a) The Chief Compliance Officer shall have the background and skills appropriate for 
fulfilling the responsibilities of the position. 

(b) The Chief Compliance Officer may not be disqualified from registration pursuant 
to Section 8a(2) or (3) of the CEA. 

Rule 2301   Qualifications of Directors, Disciplinary Panel Members, Committee 
Members, and Officers 

(a) A Director or Officer must meet the qualifications set forth from time to time in the By- 
Laws. 

(b) An individual may not serve as a Director or an Officer, hold a 10% or more 
ownership interest in the SEF, or serve on a committee established by the Board, or a 
Disciplinary Panel if the individual: 

(1) within the prior three (3) years has been found, by a final decision in any action or 
proceeding brought in a court of competent jurisdiction, the CFTC or any Self- 
Regulatory Organization, to have committed a disciplinary offense; 
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(2) within the prior three (3) years has entered into a settlement agreement in which 
any of the findings or, in the absence of such findings, any of the acts charged, 
included a disciplinary offense; 

(3) is currently suspended from trading on a Contract Market, is suspended or 
expelled from membership in a Self-Regulatory Organization, is serving any 
sentence or probation, or owes any portion of a fine or penalty related to either: 

(i) a finding of a disciplinary offense by a final decision in any action or 
proceeding brought in a court of competent jurisdiction, the CFTC or any 
Self-Regulatory Organization; or 

(ii) a settlement agreement in which any of the findings or, in the absence of 
such findings, any of the acts charged included a disciplinary offense; 

(4) is currently subject to an agreement with the CFTC or Self-Regulatory 
Organization not to apply for registration with the CFTC or for membership in the 
Self-Regulatory Organization; 

(5) is currently, or within the past three (3) years has been, subject to a revocation or 
suspension of registration by the CFTC; 

(6) has been convicted of a felony listed in Section 8a(2)(D)(ii) through (iv) of 
the CEA; or 

(7) is currently subject to a denial, suspension or disqualification from serving on a 
disciplinary committee, arbitration panel or governing board of any self- 
regulatory organization as that term is defined in Section 3(a)(26) of the 
Exchange Act. 

(c) Any Director, Officer, member of a committee established by the Board, any member of 
a Disciplinary Panel, any individual nominated to serve in any such role, or any 
individual authorized by the Regulatory Oversight Committee to take summary action 
shall immediately notify the Chief Executive Officer if such individual meets one or 
more of the criteria in Rule 2301(b). 

(d) For purposes of Rule 2301(b), the terms “disciplinary offense,” “final decision,” and 
“settlement agreement” have the meanings set forth in CFTC regulation § 1.63(a). 

BOARD COMMITTEES 

Rule 2400    [Reserved] 

Rule 2401  Regulatory Oversight Committee 

(a) The Regulatory Oversight Committee of the Board shall be composed entirely of Public 
Directors, and members shall be appointed by the Board. 

0000118



Exhibit M-1  

- 13 - 

(b) Each member of the Regulatory Oversight Committee shall serve for a term of two 
(2) calendar years from the date of his/her appointment or for the remainder of his/her 
term as a Public Director, and until the due appointment of his or her successor, or until 
his or her earlier resignation or removal, with or without cause, as a member of the 
Regulatory Oversight Committee or as a Public Director. A member of the 
Regulatory Oversight Committee may serve for multiple terms. 

(c) The Regulatory Oversight Committee shall oversee the SEF’s regulatory program on 
behalf of the Board. The Board shall delegate sufficient authority, dedicate sufficient 
resources, and allow sufficient time for the Regulatory Oversight Committee to fulfill its 
mandate. It shall make such recommendations to the Board that in its judgment, will best 
promote the interests of the SEF. The Regulatory Oversight Committee shall also have 
such other powers and perform such other duties as set forth in the SEF Rules and 
as the Board may delegate to it from time to time. 

(d) Without limiting the generality of the foregoing, the Regulatory Oversight Committee 
shall have authority to: 

(1) Monitor the regulatory program of the SEF for sufficiency, effectiveness, and 
independence; 

(2) Oversee all facets of the regulatory program, including: 

(i) trade practice and market surveillance; audits, examinations, and other 
regulatory responsibilities with respect to Participants (including 
compliance with, if applicable, financial integrity, financial reporting, 
sales practice, recordkeeping, and other requirements); and the conduct of 
investigations; 

(ii) reviewing the size and allocation of the regulatory budget and resources, 
and the number, hiring, termination and compensation of regulatory 
personnel; 

(iii) reviewing the performance of the Chief Compliance Officer of the SEF 
and making recommendations regarding such performance to the CEO; 

(iv) recommending changes that would ensure fair, vigorous, and effective 
regulation; and 

(v) reviewing all regulatory proposals prior to implementation and advising 
the Board as to whether and how such changes may impact regulation. 

(e) The Regulatory Oversight Committee reports to the Board. 
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CONFLICTS OF INTEREST 

Rule 2500  Conflicts of Interest and Misuse of Material, Non-Public Information 

(a) A Director, Officer, Disciplinary Panel member or other Person authorized to exercise 
the SEF’s authority concerning a Self-Regulatory Action who knowingly has a “material 
conflict of interest” between his or her position as a Director, Officer, or Disciplinary 
Panel member, or the exercise of authority concerning a Self-Regulatory Action and his 
or her personal interests (each, an “Interested Person”) may not participate in any 
deliberations or vote of the Board (which includes for purposes hereof a Board 
committee), or Disciplinary Panel, or exercise any authority with respect to such Self-
Regulatory Action involving his or her personal interest, except as described below. 

(b) Before considering any Self-Regulatory Action, an Interested Person must disclose in 
writing to the Board the material facts concerning his or her relationship or interest in the 
matter. 

(c) Any Interested Person who would be required otherwise to abstain from deliberations and 
voting or the exercise of authority pursuant to paragraph (a) above as a result of having 
material conflict of interest may participate in deliberations, prior to a vote on the matter, 
if: 

(1) the material facts about the Interested Person’s interest in the matter are 
disclosed or known to the Board or Disciplinary Panel; 

(2) the Board determines that the participation by the Interested Person would be 
consistent with the public interest; and 

(3) a majority of the Directors (excluding any Interested Persons) vote to allow the 
Interested Person to participate in deliberations on the matter. 

(d) If a determination is made pursuant to paragraph (c) that an Interested Person may 
participate in deliberations prior to a vote, then the minutes of the meeting of the Board 
or committee thereof will reflect the determination and the reasons for the determination. 

(e) If a determination is made that all Directors are Interested Persons with respect to a 
matter subject to a vote by the Board, the Chief Executive Officer will appoint a panel of 
individuals who are not Interested Persons with respect to such matter, which will have 
the same authority and powers over such matter that the Board would have if the 
Directors were not Interested Persons with respect to such matter. 

(f) No Director, Officer or member of any committee or panel established by the Board shall 
use or disclose for any purpose other than the performance of his or her official duties 
and responsibilities as a Director, Officer or committee or panel member any confidential 
information, including any material, non-public information obtained as a result of the 
individual’s duties and responsibilities as a Director, Officer or committee or panel 
member. No Director, Officer or committee or panel member shall, directly or indirectly, 
disclose or use at any time, either during his or her association with the SEF or 
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thereafter, any confidential information of which the Board member or committee or 
panel member becomes aware. Each Director, Officer or committee or panel member in 
possession of confidential information shall take all appropriate steps to safeguard the 
information and to protect it against disclosure, misuse, espionage, loss and theft. 

(g) Notwithstanding paragraph (f) above, a Director, Officer or committee or panel member 
may disclose confidential information if required by Applicable Law. 

(h) No member of the Board or of any Board committee, no Officer, no employee of the SEF 
and no consultant to the SEF shall: 

(1) trade for such Person’s own account, or for or on behalf of any other account, 
on the basis of any material, non-public information obtained through the 
performance of such Person’s official duties; 

(2) use or disclose, for any purpose other than the performance of such Person’s 
official duties, any material, non-public information obtained by such Person as 
a result of such Person’s official duties; provided, however, that this Rule 
shall not prohibit disclosures made by such Person in the course of his or her 
official duties or disclosures made to the CFTC, any Self-Regulatory 
Organization, a court of competent jurisdiction or any Government Agency; or 

(3) trade, directly or indirectly, in any Swap traded on the SEF; in any related 
commodity; or in any commodity interest traded on any DCM or SEF or 
cleared by any DCO if such Person has access to material non-public 
information concerning such Swap or commodity interest. 

SERVICE AGREEMENTS 

Rule 2600  Services Agreement with a Regulatory Services Provider 

(a) The SEF may enter into a services agreement with a Regulatory Services Provider to 
perform certain surveillance, investigative, and regulatory functions under the SEF 
Rules and the SEF may provide information to the Regulatory Services Provider in 
connection with the performance of those functions. 

(b) The SEF shall retain ultimate decision-making authority with respect to any 
functions that are contracted to a Regulatory Services Provider and shall remain 
responsible for the performance of any Regulatory Services received. 

Rule 2601  Services Agreement with Other Service Providers 

(a) The SEF may enter into a Services Agreement with Service Providers to perform 
certain functions under the SEF Rules and the SEF may provide information to the 
Services Provider in connection with the performance by the Service Provider of those 
functions. 
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(b) The SEF shall retain ultimate decision-making authority with respect to any 
functions that are contracted to a Technology Services Provider and shall remain 
responsible for the performance of any Regulatory Services received. 

Rule 2602   Prohibited Use of Data Collected for Regulatory Purposes 

The SEF will not use for business or marketing purposes any Proprietary Data or Personal 
Information it collects or receives, from or on behalf of any Person, for the purpose of fulfilling 
its regulatory obligations; provided, however, the SEF may use such data or information for 
business or marketing purposes if the Person from whom it collects or receives such data or 
information clearly consents to the SEF’s use of such data or information in such manner. The 
SEF will not condition access to its market(s) or market services on a Person’s consent to the 
SEF’s use of Proprietary Data or Personal Information for business or marketing purposes. The 
SEF, where necessary for regulatory purposes, may share such data or information with one or 
more swap execution facilities or designated contract markets registered with the Commission. 
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SECTION 3 
PARTICIPANT ACCESS RULES 

 

QUALIFICATIONS 

Rule 3000   Qualifications 

(a) To be eligible for admission as a Participant, a person must be either (a) an ECP and 
satisfy the SEF’s Participation Criteria based on (i) disciplinary history and (ii) financial 
and operational soundness; or (b) an ISV. In addition to the foregoing, a Participant must 
also demonstrate to the satisfaction of the SEF that it: 

(1) is of good reputation and business integrity; 

(2) maintains adequate financial resources and credit; 

(3) is validly organized, in good standing, and authorized by its governing body and, 
if relevant, has documents of organization, to trade Swaps (if an entity); 

(4) has not filed for bankruptcy; 

(5) is not prohibited from using the services of the SEF for any reason whatsoever; 

(6) holds all registrations required under Applicable Law, including, without 
limitation any Introducing Broker, Futures Commission Merchant, and/or Swap 
Dealer registration, as applicable if any; 

(7) is not subject to statutory disqualification under Section 8a(2) of the CEA; and 

(8) satisfies any other criteria that the SEF may require from a Participant. 

Once admitted, a Participant shall continue at all times to comply with all such 
Participation Criteria and all other applicable eligibility criteria. Admission as a 
Participant only entitles the Participant to Trading Privileges and does not confer any 
right of ownership in, or right to attend or vote at meetings of, the SEF, or right to 
share in the profits, of the SEF. 

(b) Each Participant that is an Account Manager must cause its Client in the name or on 
behalf of which it places any Order on the SEF to become a Participant or be subject to 
the SEF Rules. Each Participant that is an Account Manager must provide the SEF with 
all information necessary for the SEF to establish Trading Accounts for each Client and 
provide the SEF with written representation or proof of authority to place Orders and 
execute Transactions on the SEF on behalf or in the name of each Client. 

(c) Each Participant that is not an Account Manager must either be a Clearing Member of a 
DCO where the Cleared Swaps are cleared or have a clearing account with a Clearing 
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Member with respect to such Cleared Swaps under agreements and arrangements 
satisfactory to the SEF, and provide SEF with evidence of such relationship. 

(d) Each Participant that is an Account Manager must ensure that each of its Clients meets 
the requirements of subsection (c) above. 

(e) Participants that do not have a relationship with a Clearing Member as set forth in 
subsection (d) or (e) of this Rule 3000 are prohibited from entering Orders in Cleared 
Swaps on the SEF. 

(f) SEF shall monitor its Participants to ensure that each Participant continues to qualify as 
an ECP. 

(g) Upon request of the SEF, each Participant (and each Authorized Trader) shall promptly 
provide to the Market Regulation Department (i) the names and dates of birth of its 
Customers or Clients and (ii) such information about its Authorized Traders as the SEF 
requests, including but not limited to, the names and dates of birth of such Authorized 
Traders. 

(h) The SEF may from time to time offer different categories or classes of Participants 
receiving access to the SEF. 

PARTICIPANT APPLICATION 

Rule 3100    Application Requirements 

An ECP that wishes to become a Participant of the SEF must: 

(a) file with the SEF an accurate and complete application and any applicable agreement as 
may be required by the SEF from time to time that may include the User License 
Agreement in the form supplied by the SEF; 

(b) provide a copy of all formation documents including any amendments thereto; 

(c) if an applicant organized or located outside of the United States, enter into a written 
agreement acceptable to the SEF appointing a third party as its U.S. agent for service of 
process for purposes of CFTC regulation § 15.05, and shall provide the SEF with a copy 
of the agreement; 

(d) provide such other information as may be requested by the SEF; and 

(e) provide written or electronic confirmation of its status as an ECP. 

Rule 3101    Review of Application 

(a) The SEF in its discretion may conduct an investigation of any applicant that the SEF 
believes is appropriate. 
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(b) The SEF shall review a prospective Participant’s application and may ask for and review 
any additional information it deems relevant. 

Rule 3102   Acceptance as a SEF Participant 

If the SEF decides to admit an applicant as a Participant, it shall notify the applicant and state 
in such notice the date on which the applicant shall become a Participant. 

Rule 3103    Conditions for Denial 

(a) The SEF may deny, condition or terminate Participant status of any Person: 

(1) if such Person is unable to satisfactorily demonstrate its ability to satisfy the 
eligibility criteria to become or remain a Participant; 

(2) if such Person is unable to satisfactorily demonstrate its capacity to adhere to all 
applicable SEF Rules; 

(3) if such Person would bring the SEF into disrepute as determined by the SEF in its 
sole discretion; or, 

(4) for such other cause as the SEF may reasonably determine. 

(b) If the SEF decides to decline or condition an application for admission as a Participant, or 
terminate a Person’s status as a Participant, the SEF shall promptly notify such Person 
(the “Affected Person”) thereof in a writing sent to the address in the SEF application 
form or maintained in the SEF’s records. Such Affected Person may, within seven (7) 
calendar days, request in writing that the SEF reconsider its determination. 

(c) Within thirty (30) calendar days of receiving the request for reconsideration, the SEF 
shall either confirm, reverse or modify the denial, conditioning or termination of the 
Affected Person as a Participant, and shall promptly notify the Affected Person 
accordingly in writing. 

Rule 3104    Duty to Keep Current 

If any material information in the Participant’s application becomes outdated or otherwise is 
inaccurate or incomplete for any reason, the Participant must update the application. Within 
thirty (30) days following the end of each calendar year, Participants shall review and revise, as 
necessary, all information provided in their application to the SEF. 

Rule 3105  Withdrawal of Participant 

(a) To withdraw from the SEF, a Participant must notify the SEF following the procedures 
established, from time to time, by the SEF. 

(b) The SEF may, in its reasonable discretion, refuse to accept a Participant’s 
withdrawal request or may postpone the effective date of withdrawal of a Participant 
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if the SEF considers it necessary for the protection of other Participants or otherwise in 
the interests of the SEF. 

(c) Based on the information provided to, and other information gathered by, the SEF 
regarding a Participant’s withdrawal request, the SEF will determine whether to (i) accept 
the withdrawal request; (ii) postpone the effective date of the withdrawal; and/or (iii) 
impose any terms or conditions before or after the effective date of withdrawal. 

(d) If the SEF refuses to accept a Participant’s withdrawal request or postpones the effective 
date of withdrawal of a Participant, the SEF may waive the obligation of such 
Participant to pay some or all of the fees, costs and charges that the SEF would have 
imposed during the period after the date on which the requested withdrawal would have 
otherwise taken effect. 

(e) When the SEF accepts the withdrawal of a Participant, all rights and privileges of such 
Participant terminate (including, without limitation, the Trading Privileges and ability to 
access the SEF). The accepted withdrawal of a Participant shall not affect the rights of the 
SEF under the SEF Rules or relieve the former Participant of its Obligations under the 
SEF Rules, to perform under all contracts involving any Swaps entered into by such, or to 
pay any SEF fees, costs or charges incurred, before the withdrawal. Notwithstanding the 
accepted withdrawal of a Participant, the withdrawn Participant remains subject to the 
SEF Rules, the Obligations and the jurisdiction of the SEF for acts done and omissions 
made while a Participant and must cooperate in any SEF Proceeding under Section 6 as 
if the withdrawn Participant were still a Participant. 

Rule 3106    Dissolution of Participants 

All rights and privileges of a Participant terminate upon, and all obligations of a Participant shall 
survive the dissolution of the Participant. 

Rule 3107    Application of SEF Rules and Jurisdiction 

(a) By becoming a Participant and by accessing, or entering any Order or submitting any 
Swap into the SEF, and without any need for any further action, undertaking or 
agreement, a Participant, its Supervised Persons, Clients and Customers agree: 

(1) to be bound by, and comply with, the SEF Rules and all Obligations, the DCO 
Rules and Applicable Law, in each case to the extent applicable to it, 

(2) to become subject to the jurisdiction of the SEF and the DCO with respect to any 
and all matters arising from, related to, or in connection with, the status, actions or 
omissions of such Person, and 

(3) to assist the SEF in complying with its legal and regulatory obligations, cooperate 
with the SEF and the CFTC in any inquiry, investigation, audit, examination or 
proceeding, and authorizes the SEF to provide information regarding it to the 
Regulatory Services Provider, the CFTC or any Self-Regulatory Organization. 
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(b) Any Participant whose Trading Privileges and/or ability to otherwise access the SEF 
are revoked or terminated shall remain bound by the SEF Rules, the DCO Rules and 
Applicable Law, in each case to the extent applicable to it, and subject to the jurisdiction 
of the SEF and the DCO with respect to any and all matters arising from, related to or in 
connection with, the status, actions or omissions of such Participant prior to such 
revocation or termination. 

(c) An Authorized Trader who is suspended for any period remains subject to the SEF Rules, 
the Obligations and the SEF’s jurisdiction throughout the period of suspension. After 
revocation or termination of the designation of an Authorized Trader, the Authorized 
Trader remains subject to the SEF Rules, the Obligations and the jurisdiction of the SEF 
for acts done and omissions made while registered as an Authorized Trader. Any SEF 
Proceeding relating to an Authorized Trader shall occur as if the Authorized were still 
registered as such. 

Rule 3108  Notices to Participants 

(a) The SEF shall publish a notice with respect to each addition to, modification of or 
clarification of the SEF Rules or of any action to implement any SEF Rules on the 
SEF’s website or via an electronic mail distribution to enable each Participant to 
become aware of and familiar with, and to implement any necessary preparatory 
measures to be taken by it with respect to, such addition or modification, prior to the 
effective date thereof (each a “Notice to Participants”). For purposes of publication in 
accordance with the first sentence of this Rule 3108, it shall be sufficient (without 
limiting the discretion of the SEF as to any other reasonable means of 
communication) if a Notice to Participants is published on the SEF’s website. 

(b) Any Notice to Participants shall also be deemed to have been made to all Supervised 
Persons. 

Rule 3109    Authorized Traders 

(a) Each Participant shall designate one or more Authorized Trader(s) which may include a 
Sponsored Participant and its employees as provided in Rule 3110. 

(b) By agreeing to become an Authorized Trader, an individual agrees to be bound by the 
duties and responsibilities of an Authorized Trader and to be subject to, and comply with, 
the SEF Rules and Obligations. Among other duties and responsibilities that the SEF may 
impose, an Authorized Trader must: 

(1) have the authority, at the SEF’s request, to adjust or withdraw any Order 
submitted under any User ID assigned to him or her; 

(2) ensure that any activity conducted under any User ID assigned to him or her 
complies with all SEF Rules and Obligations; and 

(3) must have been assigned a User ID. 
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(c) To designate an Authorized Trader, a Participant must follow the procedures established 
by the SEF. The SEF may establish criteria that individuals must fulfill to become an 
Authorized Trader. 

(d) The SEF will promptly notify a Participant in writing of the approval of designated 
Authorized Trader(s) or if the SEF declines to approve the nomination of an Authorized 
Trader. 

(e) The SEF will maintain a list of all designated Authorized Traders for each Participant. 

(f) The SEF may, in its sole discretion revoke or suspend the designation of an individual as 
Authorized Trader and shall promptly notify the Participant of such action. 

(g) To request the termination of the designation of an individual as Authorized Trader, the 
Participant must follow the procedures established by the SEF. The SEF may, in its sole 
discretion, refuse to accept a request to terminate the registration of an Authorized Trader 
or may postpone the effective date of the termination of registration if the SEF considers 
it necessary for the protection of Participant’s or in the SEF’s best interest. Based on the 
information provided to, and other information gathered by, the SEF regarding the 
request to terminate the registration of an Authorized Trader the SEF will determine 
whether to: 

(1) accept the request to terminate the designation; 

(2) postpone the effective date of termination of the designation; and/or 

(3) impose any terms or conditions before or after the effective date of termination 
of the designation. 

(h) Each Authorized Trader shall be identified to the SEF, in the manner prescribed by the 
SEF, and shall be subject to the SEF Rules. It is the duty of the Participant to ensure that 
Authorized Trader (and User ID) registration is current and accurate at all times. Each 
individual must use a User ID to access the SEF. In no event may a Person enter an Order 
or permit the entry of an Order by an individual using a User ID other than the 
individual’s own User ID. 

(i) Without limiting the foregoing, each Authorized Trader consents to abide by the SEF 
Rules and Applicable Law prior to accessing the SEF, and each Participant will ensure on 
an ongoing basis that: (i) none of its Authorized Traders is subject to a disqualification 
pursuant to any Applicable Law (unless an appropriate exemption has been obtained with 
respect thereto); (ii) each of its Authorized Traders will be technically proficient; (iii) 
each of its Authorized Traders will conduct its business in a fair and equitable manner; 
and (iv) each of its Authorized Traders will conduct its business in accordance with the 
SEF Rules. 
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Rule 3110 Sponsored Access 

(a) A Sponsoring Participant may grant permission to one or more Sponsored 
Participants to access the SEF, including without limitation to enter Transactions on 
the SEF. 

(b) The Sponsoring Participant is responsible for all orders placed by the Sponsored 
Participant or any Person acting on behalf of or in the name of the Sponsored 
Participant on the SEF as if such orders were placed by the Sponsoring Participant 
(whether or not the Sponsoring Participant was aware of and/or had approved 
the placing of such orders). The Sponsoring Participant must be identified on any 
order submitted by the Sponsored Participant as the Sponsoring Participant of that 
order, and that any execution occurring as a result of an order entered by a 
Sponsored Participant shall be binding in all respects on the Sponsoring Participant. 
In that regard, the Sponsoring Participant acknowledges and agrees that it is acting 
as agent for the person submitting the order through sponsored access, and as such, 
that the Sponsoring Participant is responsible for all related contractual and 
regulatory obligations. 

(c) The Sponsoring Participant must monitor the Sponsored Participant’s access to the SEF 
and activity on the SEF, including but not limited to the entry, cancellation or other 
processing of orders, risk management, trade reporting, clearing and settlement of 
Transactions. 

(d) The Sponsored Participant is not a Participant of the SEF. The SEF has no 
relationship with the Sponsored Participant and has no liability to, and the SEF owes 
no duties or obligations to, nor has any responsibility for, the Sponsored Participant 
so that (without limitation) the SEF’s obligations to Participants under these SEF 
Rules and Applicable Law shall not extend to the Sponsored Participant. The 
Sponsored Participant will be subject to, and must comply with, the SEF Rules, and 
will be deemed to have represented and warranted that it is an Eligible Contract 
Participant and that it has all registrations, licenses and consents required under 
Applicable Law. 

(e) The Sponsoring Participant shall ensure that: 

(1) The Sponsored Participant, its directors, members, officers, employees and agents 
comply those rules and regulations under Applicable Law that pertain to the 
activities contemplated by this rule and the policies and procedures issued or 
approved by the SEF and with all of the duties and/or obligations imposed on 
Participants under the SEF Rules as if the Sponsored Participant were a 
Participant for such purposes, except with respect to any such duties and/or 
obligations which manifestly only relate to the Sponsoring Participant; 

(2) The Sponsored Participant takes reasonable security precautions to prevent 
unauthorized access to and use of the SEF, including unauthorized entry of 
information on the SEF and unauthorized use of information and data made 
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available by the SEF. The Sponsoring Participant further agrees to cooperate in 
connection with any inquiry regarding the Sponsored Participant’s access to the 
SEF, or any other regulator and in connection with such inquiry, the Sponsoring 
Participant shall ensure the cooperation of the Sponsored Participant and procure 
that the Sponsored Participant is contractually bound to cooperate with the SEF; 
and 

(3) Sponsored Participant uses any market data for its own internal purposes only and 
only in accordance with the SEF Rules. 

(f) The SEF will promptly notify a Sponsoring Participant in writing of its approval, or 
refusal to approve, the designation of a Sponsored Participant. The SEF may, in its 
sole discretion, revoke, limit, restrict or suspend the designation of a Sponsored 
Participant, and shall notify the Participant of such action in accordance with SEF 
procedures. 

(g) A Sponsoring Participant that seeks to terminate the designation of a Sponsored 
Participant shall notify the SEF in writing, providing such information as the SEF 
may require. The SEF shall terminate the Sponsored Participant’s access to the SEF 
in accordance with procedures established by the SEF. 

Rule 3111 Introducing Broker Application 

(a) Prior to an Introducing Broker being granted access to the SEF it must complete all 
agreements and provide any other relevant documentation and information that may 
be required by the SEF from time to time. 

(b) The SEF in its discretion may conduct an investigation of any Introducing Broker 
applicant that the SEF believes is appropriate. 

Rule 3112 Introducing Brokers 

(a) An Introducing Broker will be permitted to introduce trades on the SEF or subject to 
the SEF Rules on behalf of a Participant (or its Authorized Trader or Customer) 
where such Participant has so authorized the Broker and notified the SEF in the form 
and manner specified by the SEF from time to time. 

(b) If authorized, an Introducing Broker may enter any Order or RFQ, submit a Block 
Trade, or execute any Transaction otherwise permissible under the Rules on behalf of 
such Participant (or its Authorized Trader or Customer). 

(c) Introducing Brokers shall at all times comply with the Rules and will be subject to 
the jurisdiction of the SEF to the same extent as the Participant, Customer or 
Authorized Trader for which it acts. 
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Rule 3113   Authorized Representatives 

(a) Each Participant shall designate an Authorized Representative(s) who will represent the 
Participant before the SEF and its committees and receive notices on behalf of the 
Participant. 

(b) The Authorized Representative shall be empowered by the Participant, to act on its behalf 
and the SEF shall be entitled to rely on the actions of the Authorized Representative as 
binding on the Participant and Authorized Trader. 

(c) Each Participant must provide the SEF with current contact and other requested 
information for each of its Authorized Representatives so that the SEF is able to 
immediately contact the Authorized Representatives. 

Rule 3114   Communications between the SEF and Participants 

(a) Each Participant must provide the SEF with its current electronic mail address and 
telephone number and the electronic mail address and telephone number of any of its 
Authorized Traders and immediately (and in any event within 24 hours) update this 
information whenever it changes. 

(b) All communications between the SEF and the Participant will be transmitted by 
electronic mail and/or posted on the SEF’s website, except as otherwise specified by the 
SEF. 

(c) The Participant shall be responsible for conveying such communications to all Supervised 
Persons. 

(d) Each Participant will be responsible for promptly reviewing and, if necessary, responding 
to all electronic communications from the SEF to the Participant or any of its Supervised 
Persons. 

(e) All communications made to Participants shall also be deemed to have been made to all 
Supervised Persons. 

Rule 3115    Recording of Communications 

The Market Regulation Department may record conversations and retain copies of electronic 
communications between the SEF, on one hand, and Participants, their Supervised Persons or 
other agents, on the other hand. Any such recordings may be retained by the SEF or the 
Regulatory Services Provider in such manner and for such periods of time as the SEF may deem 
necessary or appropriate. The SEF or Regulatory Services Provider will retain such recording in 
compliance with CFTC regulations. 
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MATERIAL CHANGES 

Rule 3200    Change of Control; Non-Assignment 

(a) A Participant (including for purposes of this section, an Introducing Broker granted SEF 
access) must provide at least thirty (30) days prior written notice to the SEF for of any of 
the following changes to its ownership, control, or business operations: 

(1) a merger of the Participant with another Participant; 

(2) a direct or indirect acquisition by the Participant of another Participant; 

(3) direct or indirect acquisitions or transfers of 25% or more in the aggregate of the 
Participant’s assets or any asset, business or line of operation that generates 
revenues comprising 25% or more in the aggregate of the Participant’s earnings 
measured on a rolling 36-month basis; or 

(4) a change in the equity ownership or partnership capital of the Participant that 
results in one Person or entity directly or indirectly owning or controlling 25% or 
more of the equity or partnership capital. 

(b) A Participant may not assign its Participation without the written consent of the SEF. 

FEES 

Rule 3300    Fees 

(a) The SEF shall set the times and amounts of any assessments or fees to be paid by 
Participants. 

(b) Dues and other amounts owed to the SEF are payable upon receipt of the invoice. 

(c) Participants in arrears sixty (60) days after the invoice date will forfeit all participation 
privileges, including the privilege of accessing the SEF. 

(d) The SEF shall use reasonable efforts to notify the Participant before any privileges are 
forfeited. 

INDEPENDENT SOFTWARE VENDORS 

Rule 3400   ISV Participants 

An ISV that wishes to access the SEF must (i) execute an accurate and complete ISV 
Participation Agreement in the form supplied by the SEF; and (ii) pay the monthly access fees 
that may be established by the SEF from time to time. 
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BUSINESS CONDUCT REQUIREMENTS 

Rule 3500   Customers and Clients 

(a) No Participant shall carry an account for a Customer or enter an Order in the name of a 
Client unless the Participant has entered into a written agreement with the Customer or 
Client containing such terms as may from time to time be prescribed in the SEF Rules. 

(b) Without prejudice to the generality of paragraph (a) of this Rule 3500, each written 
agreement with a Customer or Client must: (1) contain a representation from a Customer 
or Client that the Customer or Client is an ECP at the time of execution of any Swap; (2) 
require each Customer or Client to consent to the jurisdiction of the SEF in connection 
with and with respect to any Swap executed for or on behalf of such Client or Customer 
on the SEF; (3) import into every Swap executed for the Customer or Client all the terms 
of the SEF Rules insofar as they are applicable to that Swap; (4) in relation to any 
business done with the Customer or Client, enable the Participant to comply with all 
requirements of the SEF Rules and any other arrangements, provisions and directions 
given by the SEF; and (5) obligate the Customer or Client to provide the SEF and its 
agents, including its Regulatory Service Provider, access to all books and records, staff 
and other information necessary for monitoring and enforcement of the SEF Rules. 

Rule 3501    Disclosure Requirements; Know Your Counterparty Requirements 

(a) Participants that are Swap Dealers or Major Swap Participants shall verify the status of 
each counterparty as an ECP with respect to each Swap Transaction as provided in CFTC 
regulations applicable to business conduct standards for Swap Dealers and Major Swap 
Participants in their dealing with counterparties. 

(b) Participants that are FCMs must verify the status of each of their Customers as an ECP. 

(c) Participants that are Account Managers must verify the status of each of their Clients as 
an ECP. 

(d) Each Participant and Supervised Person, Client or Customer of a Participant must comply 
with all disclosure requirements set forth in under Applicable Law and any additional 
disclosure requirements imposed by the SEF Rules. 

Rule 3502    Mandatory Trading 

Each Participant that is a Swap Dealer or Major Swap Participant shall be responsible for 
compliance with the mandatory trading requirement under Section 2(h)(8) of the CEA and shall 
not enter into any Required Transaction outside a SEF that lists a Swap related to such Required 
Transaction unless otherwise permitted under Applicable Law. 
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SECTION 4 
TRANSACTION EXECUTION 

This Section 4 specifies the trade practice requirements to be followed by Participants when 
entering and executing orders traded or posted on the SEF. 

Rule 4000   Products and Trading Hours 

Except with respect to Emergencies, the SEF shall determine and publish a Notice to Participants 
listing the Business Days of the SEF and the Trading Hours for each Swap. Participants are 
prohibited from sending any Request for Quote or Order or using the Order Book or any other 
facility of the SEF outside of the designated Trading Hours for the relevant Swap. 

Rule 4001   Procedures 

(a) With respect to trading on or though the SEF or subject to the SEF Rules, the SEF may 
adopt, without limitation, procedures relating to transactions in Swaps and trading on the 
SEF or subject to the SEF Rules, including procedures to: 

(1) disseminate the prices of bids and offers on, and Transactions in, Swaps; 

(2) record, and account for, Swaps and SEF activity and regulate administrative 
matters affecting Swaps and SEF activity; 

(3) establish limits on the number and/or size of Orders that may be submitted by a 
Participant through the SEF or subject to the SEF Rules; 

(4) establish limits on the number of Swaps that may be held by a Participant; 

(5) establish a limit on the maximum daily price fluctuations for any Swap and 
provide for any related restriction or suspension of trading in the Swap; 

(6) establish minimum price quoting increments for each Swap; and 

(7) require a suspended or expelled Participant, or a Participant with restricted trading 
rights, to have Swaps executed for the Participant to reduce or eliminate any open 
position or exposure to future price changes for the Participant in any Swap. 

(b) The SEF may, in its discretion and at any time, amend any procedures adopted pursuant 
to Rule 4001(a), and will publish the amendments in a notice to Participants or in any 
other manner determined appropriate by the SEF. 

Rule 4002    Required Identifications 

(a) Each Participant and all its Authorized Traders must have a User ID assigned to them in 
accordance with the procedure adopted by the SEF from time to time in order to access 
the SEF. The User ID assigned to a Authorized Trader may not be reassigned to another 
Authorized Trader. 
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(b) Orders entered on the SEF must include the User ID assigned to the Authorized Trader. 
An Authorized Trader is prohibited from allowing any other Person to use such unique 
identification to enter orders on the SEF. No Person may enter orders on the SEF using 
identification User ID that has not been assigned to such Person. 

(c) Each Participant shall be responsible for all orders placed using any of the User IDs 
assigned to it. 

(d) Participants must terminate an Authorized Trader’s access to the SEF upon termination of 
the Authorized Trader’s employment. 

Rule 4003     Execution of Required Transactions 

(a) No Participant shall execute a Required Transaction other than via a Request for Quote or 
the Order Book unless such transaction is a Block Trade or an End-User Transaction. No 
Participant shall enter into an End-User Transaction unless it or its counterparty can claim 
an End-User Clearing Exemption. Upon request of SEF, a Participant shall submit to the 
SEF all documentation supporting its eligibility for the End-User Clearing Exemption. 

(b) Request for Quote: 

(1) The Request for Quote functionality allows a Participant (the “Requester”) to 
communicate an RFQ to buy or sell a Swap to the Required Number of Recipient 
Participants, to which all such Recipient Participants may respond. Such RFQ may 
include response time instructions such as: 

(i) cancel if no response in a timeframe specified by the Requester; 

(ii) good-till-cancel; or 

(iii) day. 

(2) The SEF will communicate to a Requester any firm Resting Quotes for the Swap 
indicated in the RFQ that is posted on the Order Book together with any responses 
to the RFQ from the Recipient Participants (“Response”). The SEF will permit the 
Requester to execute against such firm Resting Quotes along with any Responses 
from a Recipient Participant that is at the same or better price as the price of offers 
received from the Requester. 

(3) Permissible Responses to an RFQ may include: 

(i) acceptance of the RFQ terms (if RFQ provides price and size); 

(ii) reject; 

(iii) no response; and 

(iv) price and/or size different from any specified in the RFQ. 
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(4) Failure of the SEF to broadcast any message in respect of a Transaction made on 
the SEF, an Order Book, order or any part thereof, shall not invalidate any 
Transaction recorded by the SEF. 

(5) Each Response to an RFQ will also specify a time for the Requester to reply 
(“Requester Reply”) to the Response. Upon expiration of the designated 
timeframe, the Recipient Participant may instruct the SEF to cancel the order upon 
expiration of the designated time limit or request the SEF to move the Response 
to the Order Book. 

(6) Similar to the Response, a Requester Reply may include, without limitation: 

(i) acceptance of Response terms; 

(ii) reject; 

(iii) no reply; and 

(iv) price and/or size different from Response amount (if one is provided). 

(7) If the Requester accepts the terms of the Response, the transaction will be 
executed on the SEF. 

(8) If multiple Reponses are received, the SEF will execute the transactions in order 
of price and time. If two or more Responses are received at the same time and 
price and are for cleared swaps, each Response will be allocated their pro rata 
share. 

(9) Participants may modify or cancel an RFQ, Response, or Requester Reply at any 
time unless the receiving Participant has responded to the RFQ, Response, or 
Requester Reply. 

(10) An RFQ for a specific Swap will be sent to at least the Required Number of 
Recipient Participants. A Participant is prohibited from sending an RFQ to less 
than the Required Number of Recipient Participants. 

(c) Order Book. 

(1) All Orders posted to the Order Book are firm. 

(2) An acceptable Order must include a specific price and size. 

(3) Orders entered on the Order Book will be executed by price and time. 

(4) An acceptable Order will also indicate the time in force which may include, 
without limitation, the following: 

(i) “Day” orders are only good for the Business Day and applicable Trading 
Hours in which they are entered. 
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(ii)  “Fill-or-Kill” orders must be immediately executed for the entire size 
of the order or cancelled. 

(iii) “Fill-and-Kill” orders are orders that if are not executed fully or partially 
the whole or the remaining quantity is cancelled automatically. 

(5) An Order placed on the Order Book may be canceled provided such Order has not 
been executed. The price or size of an order placed on the SEF that has not fully 
traded may be revised. If the size is reduced, the time priority originally assigned 
to the order does not change. Revising the price or increasing the size will 
change the order’s time priority in the queue to the time the SEF receives the 
revision. If the size of an order is decreased, the order will not lose its time 
priority. 

(6) When an Authorized Trader logs off, all of its Orders on the Order Book are 
terminated provided that the Authorized Trader is the owner of the order and has 
not entered the Order on behalf of another Participant. If for any reason the 
connection to the SEF is lost, all Orders entered from that location on the SEF are 
deactivated. 

Rule 4004    Permitted Transactions 

The SEF will provide various execution methods for Permitted Transactions. The SEF will notify 
Participants of such execution methods from time to time. A Permitted Transaction will be 
deemed executed on the SEF upon receipt of a written record of the terms of an executed 
Transaction to each counterparty as provided in Rule 4012. 

Rule 4005    Mishandling of Customer Orders 

Any Participant that mishandles any Order is responsible for all remedial actions with respect to 
such Order. 

Rule 4006   Trading Halts 

The SEF, in its sole discretion, may declare a trading halt at any time. 

Rule 4007   Termination of the SEF Connection 

The SEF, in its sole discretion, shall have the right to summarily terminate the connection of any 
Participant to the SEF. Additionally, the SEF, at its sole discretion, shall have the right to direct a 
Participant to immediately terminate the access to the SEF of any Customer or Client that is a 
Participant. 

Rule 4008   Risk Controls 

(a) The SEF may, in its sole discretion, reject any Order or Block Trade placed or reported on 
the SEF. 
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(b) The SEF shall have the right to take any action to reduce the potential of market 
disruption, including, but not limited to, market restrictions that pause or halt trading in 
market conditions prescribed by the SEF if such action is in the best interest of the swap 
markets. 

(c) The SEF shall have the right in its sole discretion to cancel Transactions executed at 
prices outside the No-Bust Range but not submitted to the DCO. “No-Bust Range” shall 
mean the price of a Swap that is no more than 10% higher or lower than the prior 
Business Day’s settlement price for such Swap. 

(d) If a Swap affected by any action of the SEF under this Rule  is fungible with, linked to, or 
a substitute for, other Swaps on the SEF, the SEF may apply the same action to any such 
other Swaps. 

(e) If a Swap is fungible with, linked to, or a substitute for a financial instrument trading on 
another trading venue, including any trading venue regulated by the SEC (a “Linked 
Swap”), and such other trading venue placed risk controls on such financial instrument, 
the SEF shall have the right to place similar risk controls on the Linked Swap. 

Rule 4009    Priority of Execution for Orders Received by a Participant 

Orders received by a Participant must be entered on to the SEF in the sequence received. 
Participants shall not enter an Order into the SEF for its own account, an account in which it has 
a direct or indirect financial interest or an account over which it has discretionary trading 
authority, including, without limitation, an Order allowing discretion as to time and price, when 
such Person is in possession of any Order for another Person that the SEF is capable of 
accepting. 

Rule 4010    Trading Against Customers’ Orders Prohibited 

(a) No Person in possession of a Customer’s Order shall knowingly take, directly or 
indirectly, the opposite side of such Order for its own account, an account in which it has 
a direct or indirect financial interest, or an account over which it has discretionary trading 
authority. 

(b) The foregoing restriction shall not apply to the following: 

(1) Transactions executed pursuant to Rule 4016 (Block Trades); and 

(2) Transactions where the Customer has consented in writing no more than 12 
months prior to the transaction to waive the application of Rule 4010. The 
Participant must clearly identify, by appropriate Order entry system indicator, all 
such transactions. 

(c) Except as otherwise explicitly permitted under the SEF Rules, no Person shall disclose 
another Person’s Order to buy or sell except to a designated SEF Official or the CFTC, 
and no Person shall solicit or induce another Person to disclose Order information. No 
Person shall take action or direct another to take action based on non-public Order 
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information, however acquired. The mere statement of opinions or indications of the price 
at which a market may open or resume trading does not constitute a violation of this Rule. 

Rule 4011   Simultaneous Buy and Sell Orders For Different Beneficial Owners 

With respect to Required Transactions, a Participant that seeks to execute against a Customer’s 
Order or to execute two Customers against each other must expose one side of the transaction for 
a minimum of 15 seconds (or such lesser time as determined from time to time by the SEF) to the 
other Participants before the second side of the transaction (whether for the Participant’s own 
account or for a second Customer) can be submitted for execution. The Participant must display 
one side of the transaction as a firm quote on the Order Book. If the Order is not executed by 
another Participant after 15 seconds (or such lesser time as determined from time to time by the 
SEF), the Participant displaying one side of the transaction can execute the other side of the 
transaction against its own Order Book quote. 

Rule 4012   Confirmations 

The SEF will provide each Participant that is a counterparty to a Transaction a written record of 
the terms of the Transaction. Such terms shall legally supersede any previous agreement and 
serve as a confirmation of the Trade. Such written record shall constitute a confirmation as 
defined in CFTC regulation § 45.1. 

Rule 4013   Clearing 

(a) Each Cleared Swap shall be cleared through the DCO indicated in the Swap Specification 
in accordance with the CEA and the CFTC regulations. 

(b) For each Cleared Swap a Participant expects to enter into via the SEF or subject to the 
SEF Rules, the Participant or a Client or Customer of the Participant must establish a 
clearing account with the DCO designated in the Swap Specifications for such Cleared 
Swap or with a Clearing Member of such DCO. 

(c) All Transactions in Cleared Swaps by a Participant or its Client or Customer must be 
guaranteed by a Clearing Member of such DCO that assumes financial responsibility for 
the Cleared Swaps of such Participant, Client or Customer (each such Participant, Client 
or Customer, a “Guaranteed Person”). Such guarantee is effective only until such time 
that the Clearing Member accepts the Transaction. A Transaction will be deemed to have 
been accepted by such Clearing Member if the Transaction is not rejected by the close of 
business on the Business Day following the Transaction date. The acceptance of a 
Transaction by a Clearing Member shall not relieve any Participant, Client or Customer 
of the duty to act in good faith and with reasonable care and diligence. 

(d) The SEF shall submit each Transaction to the applicable Clearing Member. If the Trade is 
rejected by the Clearing Member and the Trade is not reconciled within ninety (90) 
minutes of execution, the Trade will be canceled and the SEF shall have the right to 
suspend Trading Privileges of the Participant or Participants that executed the Trade or 
the account of the Client on whose behalf the Participant executed the Transaction that 
was rejected or take any other action permitted by the SEF Rules. The SEF will report the 
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cancellation of the Transaction as required by Part 43 and Part 45 of the CFTC 
regulations. 

(e) Any Participant placing an Order with respect to a Swap that is not a Cleared Swap shall 
have entered into an agreement governing the execution of the Swap with the prospective 
counterparty to such Swap prior to placing such Order. 

(f) A Participant may enter into an Uncleared Swap only with a counterparty with which such 
Participant or Sponsored Access Firm has swap trading relationship documentation that 
meets the requirements of Applicable Law. The Participant shall provide any information 
requested by the SEF in the processing and settlement of such Uncleared Swaps. 

Rule 4014   Information Regarding Orders 

The SEF may make information regarding Orders (including prices), Transactions and any other 
matters it may deem appropriate available to Participants and other Persons at such times and in 
such manner (whether through the SEF, a ticker, financial information services or otherwise) as it 
may consider necessary from time to time. In accordance with Rule 5702, each Participant or 
other Person receiving any such information through the SEF may redistribute such information 
only to such extent and in such manner as may be permitted by the SEF from time to time. 

Rule 4015    Enforceability 

A Transaction entered into on or pursuant to the Rules shall not be void, voidable, subject to 
rescission or otherwise invalidated or rendered unenforceable as a result of (a) a violation by the 
SEF of the provisions of Section 5h of the CEA or Part 37 of the CFTC’s Regulations or (b) any 
Commission proceeding to alter or supplement a rule, term or condition under Section 8a(7) of 
the CEA, to declare an emergency under Section 8a(9) of the CEA, or any other proceeding the 
effect of which is to later, supplement or otherwise require the SEF to adopt a specific term or 
condition, trading rule or procedure or to take or refrain from taking a specific action. 

Rule 4016    Block Trades 

The following shall govern all Block Trades in Swaps: 

(a) All Block Trades, unless otherwise exempted by a Rule, must be in the form of a written 
or electronic record that complies with the requirements set forth in Rule 8003. 

(b) Each buy or sell Order underlying a Block Trade must (1) state explicitly that it is to be, 
or may be, executed by means of a Block Trade, (2) be for a quantity that is equal to or in 
excess of the applicable minimum block size set forth in CFTC regulations and as may be 
specified from time to time by the SEF and (3) comply with any other applicable CFTC 
regulations governing Block Trades. 

(c) A Participant must receive instructions from a Customer or obtain the Customer’s prior 
consent before entering into a Block Trade with that Customer. 
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(d) Except as may otherwise be permitted by Applicable Law, Participants shall not 
aggregate Orders across multiple Trading Accounts or multiple Participants in order to 
meet any applicable minimum size for a Block Trade. 

(e) Each party to a Block Trade shall comply with all applicable SEF Rules other than those 
which by their terms only apply to Transactions executed on the SEF. 

(f) Block Trades must be submitted to the SEF in a manner prescribed from time to time by 
the SEF. Persons entering into a Block Trade must agree upon which party shall be 
responsible for reporting all terms of the Block Trade to the SEF. All Block Trades must 
be reported to the SEF by that party as soon as practicable after the completion of 
negotiations, but may not be submitted any later than 15 minutes prior to the end of 
trading with respect to the underlying Swap. 

(g) The SEF will review the information submitted by the Participant(s) for the Block Trade 
and will report the Block Trade as required by applicable CFTC regulations if the details 
are complete and accurate in accordance with this Rule. 

(h) Any Block Trade in violation of these requirements shall constitute conduct which is 
inconsistent with just and equitable principles of trade. 

(i) Notwithstanding anything to the contrary in this Rule, a Block Trade may only be 
executed with respect to Swaps for which such transactions are expressly permitted by the 
applicable Swap Specifications. 

(j) Upon request by the SEF, each party to a Block Trade shall produce satisfactory evidence 
that the Block Trade meets the requirements set forth in this Rule 4016. 

Rule 4017   Pre-Execution Credit Checks 

(a) Except as provided in Rule 4017(b), prior to the execution of any Order for a Cleared 
Swap, the SEF will verify that the Person in the name and on behalf of which the Order is 
placed has a sufficient credit or trading limit with the Clearing Member to which the 
resulting Transaction will be submitted for clearing. If the credit or trading limit is not 
sufficient for the execution of the Order as determined and communicated by the Clearing 
Member to the SEF, the SEF will cancel the Order. 

(b) The SEF will not conduct credit verifications provided by Rule 4017(a) for any Order 
placed by an Account Manager. The SEF will notify the Participant to which the Order is 
addressed (the “Recipient”) that pre-trade checks were not conducted and the Recipient 
shall have the right to accept or reject such Order in its sole discretion. 
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POSITION LIMITS AND POSITION ACCOUNTABILITY LEVELS 

Rule 4100    SEF Rules Do Not Limit Emergency Powers 

Nothing contained in the SEF Rules relating to position limits and position accountability levels 
shall in any way be construed to limit the Emergency powers enumerated in the SEF Rules, and, 
unless the Board in taking an Emergency Action shall state otherwise, any such Emergency 
Action shall be effective with respect to all Participants, regardless of whether an exemption 
from the position limits has previously been granted pursuant to these SEF Rules. 

Rule 4101    Position Limits 

(a) The SEF shall adopt for each of the Swaps traded on the facility, as is necessary and 
appropriate, position limits. 

(b) Except as otherwise provided by the SEF Rules, no Person, including a Participant, may 
hold or control a position in excess of such position limits and a Participant may not 
maintain a position in excess of such position limits for a Client or Customer if such 
Participant knows, or with reasonable care should know, that such position will cause 
such Client or Customer to exceed the applicable position limits. 

(c) Position limits shall apply to (i) all positions in accounts for which any Person, by power 
of attorney or otherwise, directly or indirectly holds positions or controls trading, and (ii) 
positions held by two or more Persons acting pursuant to an expressed or implied 
agreement or understanding, as if the positions were held by, or the trading of the 
positions were done by, a single Person. 

Rule 4102 Exemptions from Position Limits 

Any Person seeking an exemption from the position limits referred to in Rule 4100 must file an 
application with the SEF in the manner and within the time limits prescribed by the SEF. The 
SEF shall notify the applicant whether the exemption has been approved and whether the SEF 
has imposed any limitations or conditions on the exemption. The decision of the SEF shall be 
final. 

Rule 4103  Position Accountability 

(a) The SEF may establish a position accountability level for any Swap. Any Person, 
including a Participant, who owns or controls Swaps in excess of the applicable position 
accountability level shall provide the SEF, at its request, any information regarding the 
nature of the position, trading strategy or hedging activities, if applicable, and if ordered 
by the SEF, shall not increase the size of any such position. 

(b) For purposes of this Rule, all positions in accounts for which a Person, by power of 
attorney or otherwise, directly or indirectly controls trading shall be included with the 
positions held by such Person. The provisions of this Rule shall apply to positions held by 
two or more Persons acting pursuant to an expressed or implied agreement or 
understanding, as if the positions were held by a single Person. 
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Rule 4104    Enforcement 

(a) No Participant may for itself or any Customer or Client maintain a combination of 
contracts which is, or which when aggregated in accordance with this Rule is, in excess of 
the limits established by this Rule. 

(b) In the event the SEF learns that a Participant, Customer or Client maintains positions in 
accounts with more than one (1) Participant such that the aggregate position in all such 
accounts exceeds the position limits and position accountability levels established by this 
Rule, the SEF may notify all Participants maintaining or carrying such accounts of the 
total positions of such accounts. Such notice may also instruct each such Participant to 
reduce the positions in such accounts immediately after receipt of the notice, 
proportionately or otherwise so that the aggregate positions of such accounts at all such 
Participants does not exceed the position limits and position accountability levels 
established by this Rule, unless as provided by paragraph (c) below, a request for an 
exemption is made and granted by the SEF pursuant to this Rule. Any Participant 
receiving such notice shall immediately take such steps as may be necessary to liquidate 
such number of contracts as shall be determined by the SEF in order to cause the 
aggregate positions of such accounts at such Participants to comply with the position 
limits and position accountability levels established by this Rule. Notwithstanding the 
foregoing, the Participants may reduce the positions of such accounts by a different 
number of contracts so long as after all reductions have been accomplished at all 
Participants carrying such accounts, the positions at all such Participants complies with 
the position limits and position accountability levels established by this Rule. 

(c) In the event a Participant, Customer or Client exceeds its position limit due to sudden 
unforeseen increases in its bona fide hedging needs, such Participant, Customer or Client 
shall not be considered in violation of the SEF Rules provided that such Person requests a 
hedge exemption to carry such increased position within five (5) business days, following 
the day on which the Participant’s, Customer’s or Client’s position limit was exceeded 
and provided that such exemption is granted by the SEF. 

(d) Subject to the foregoing provisions of this Rule, in the event that a Participant’s position 
(whether for his own account or for the account of a Customer or Customer) exceeds the 
position limits established by this Rule or ordered by the SEF such Participant shall 
liquidate such number of contracts as the SEF shall direct in order to eliminate the excess 
within such time as the SEF may prescribe and shall report to the SEF when such 
liquidations have been completed. If a Participant fails so to liquidate contracts within the 
time prescribed by the SEF, then, in addition to any other actions the SEF may take, the 
SEF may take such steps as it may deem necessary or appropriate to liquidate such 
contracts on behalf and at the expense of such Participant to the extent necessary to 
eliminate such excess. Without limiting the generality of the foregoing, if such Participant 
is a Clearing Participant, the SEF may direct the DCO to effect such liquidation in 
accordance with SEF Rules of the DCO. In addition, the SEF in its discretion may require 
any Participant carrying an account for such Participant, Customer or Client to obtain and 
hold additional original Margin from such Participant, Customer or Client in such amount 
and form and by such time as the SEF shall specify until such excess has been eliminated. 
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SECTION 5 
PARTICIPANT CONDUCT 

  

DUTIES AND OBLIGATIONS 

Rule 5000    Duties and Responsibilities of Participants 

Each Participant and Introducing Broker granted SEF access shall (and shall cause all of its 
Supervised Persons) to: 

(a) use the SEF and effect Transactions in a responsible manner and not for any improper 
purpose; 

(b) use the SEF only to conduct permitted activity as determined by the SEF; 

(c) comply with the SEF Rules and conduct all such activity in a manner consistent with the 
SEF Rules and Obligations; 

(d) comply with Applicable Law; 

(e) observe high standards of integrity, market conduct, commercial honor, fair dealing, and 
just and equitable principles of trade while conducting or attempting to conduct any 
activity on or through the SEF, or any aspect of any business connected with or 
concerning the SEF; 

(f) not knowingly mislead or conceal any material fact or matter in any dealings or filings 
with the SEF or in response to any SEF Proceeding; 

(g) keep any User IDs, account numbers and passwords related to the SEF confidential; 

(h) employ practices to monitor and enforce compliance with risk limits established in 
conformance with Applicable Law; and 

(i) keep, or cause to be kept, complete and accurate books and records in accordance with 
Rule 8002. 

Rule 5001   Required Disclosures to the SEF 

Each Participant and Introducing Broker granted SEF access shall immediately notify the 
Market Regulation Department in writing at such time as it becomes aware of the occurrence of 
any of the following events: 

(a) Any material changes to the information provided to the SEF in connection with an 
application for Participant status; 

(b) Any violation of Applicable Law in connection with the Participant’s access or activities 
on the SEF, including Rule 15c3-1 under the Exchange Act and the requirements of 
the CFTC and National Futures Association; 
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(c) Any damage to, or failure or inadequacy of, the systems, facilities or equipment of 
the Participant to effect transactions pursuant to the SEF Rules or to timely perform 
the Participant’s financial obligations under or in connection with Swaps of such 
Participant or any Customer, Client or Supervised Person of such Participant 

(d) A Material Adverse Change in financial condition; 

(e) Any material change in the Participant’s relationship with a guarantor; 

(f) Any refusal of admission to any swap execution facility, commodity or securities 
exchange, DCM, DCO, Self-Regulatory Organization or other business or professional 
association, or withdrawal of any application for participation or membership in any 
swap execution facility, commodity or securities exchange, DCM, DCO, Self-Regulatory 
Organization or other business or professional association by the Participant;  

(g) Any denial or withdrawal of any application for any registration or license with respect to 
the Participant or any of it Supervised Persons by or from the SEC, the CFTC or the 
securities commission or equivalent authority of any state, territory, the District of 
Columbia or foreign country; or 

(h) Any suspension, expulsion, bar, fine, censure, cease and desist order, temporary or 
permanent injunction, denial of trading privileges, or any other sanction or discipline 
imposed on the Participant or any of its Supervised Persons, whether through an adverse 
determination, voluntary settlement or otherwise, by: 

(1) a swap execution facility, commodity or securities exchange, DCM, DCO, Self-
Regulatory Organization or other business or professional association; 

(2) the SEC, the CFTC or the securities commission or equivalent authority of any 
state, territory, the District of Columbia or foreign country; or 

(3) any federal court, state court, Government Agency not mentioned above or  
quasi-governmental body; 

(g) The indictment or conviction of, or any confession of guilt or plea of guilty or nolo 
contendere by, the Participant or any of its Supervised Persons, senior officers or 
principals for any felony of any nature or misdemeanor involving, arising from, or 
related to, the purchase or sale of any Swap or other financial instrument, or involving or 
arising from moral turpitude, misrepresentation, fraud, deceit, theft, embezzlement, 
gambling, conversion or abuse of a fiduciary relationship; 

(h) The issuance of a bar by any agency of the United States from contracting with the United 
States; and 

(i) The issuance of a formal order of investigation (or its equivalent), or the 
commencement, by the issuance or service of a written complaint (or its equivalent), 
of any judicial, administrative or self-regulatory proceeding, as the case may be, against 
the Participant or any of its Supervised Persons, by the CFTC, the SEC, the securities 

0000145



Exhibit M-1  

- 40 - 

commission or equivalent authority of any state, territory, the District of Columbia or 
foreign country, or any swap execution facility, commodity or securities exchange or 
related clearing organization, any Self-Regulatory Organization or other business or 
professional association. 

(j) The bankruptcy or insolvency of the Participant or any of its Affiliates. 

TRADING CONDUCT 

Rule 5100   Abusive Trading Practices Prohibited 

(a) No Participant or any of its Supervised Persons shall engage in any fraudulent act or 
engage in any scheme to defraud, deceive, trick or mislead in connection with or related 
to any SEF activity including, without limitation, any of the following trading practices 
except as otherwise authorized under these SEF Rules: 

(1) front-running; 

(2) wash trading; 

(3) pre-arranged trading (except for transactions executed pursuant to Rule 4017 
(Block Trades)); 

(4) fraudulent trading; 

(5) money passes; 

(6) fictitious transactions; 

(7) non-competitive transactions (unless otherwise exempt or excluded pursuant to 
these SEF Rules); 

(8) accommodation trading; or 

(9) any other trading practices that the SEF deems to be abusive. 

Additionally, no Participant or any of its Supervised Persons shall knowingly execute or 
accommodate the execution of any such activity by direct or indirect means. 

(b) No Participant shall trade any Swap that is not authorized to trade on the SEF. 

Rule 5101    Good Faith Bids and Offers 

A Participant shall not knowingly enter, or cause to be entered, bids or offers into the SEF other 
than in good faith for the purpose of executing bona fide Transactions. 
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Rule 5102    Invalid Transactions 

(a) A Transaction made or purported to be made on the SEF may be declared invalid by the 
SEF in the following circumstances: 

(a) Unrepresentative Price. If the SEF determines that a Transaction has taken place 
at an unrepresentative price, the SEF, at its absolute discretion, may declare such 
Transaction invalid. The SEF may take into account such information as it deems 
appropriate when determining whether to invalidate a Transaction, including, 
without limitation, the following: 

(i) price movement of other swap contracts with similar terms; 

(ii) current market conditions, including levels of activity and volatility; 

(iii) time period between different quotes and between quoted and traded 
prices; 

(iv) market or other information regarding price movement in related swap 
contracts; 

(v) manifest error;or 

(vi) proximity of the Transaction to the close of the SEF trading session. 

(2) Breach of Regulations and/or SEF Rules. If the SEF determines that a Transaction 
has been made in breach of CFTC regulations or the SEF Rules, the SEF may 
declare the Transaction invalid. 

(3) Cancellation of a Transaction. An invalid Transaction may be displayed on the 
SEF as a cancelled Transaction. 

(b) When a Transaction is declared invalid by the SEF, the parties to the Transaction will be 
notified by the SEF of that fact and a message will be broadcast through the SEF 
announcing the swap contract and price level of the invalid Transaction. 

Rule 5103    Errors 

(a) If an Order was incorrectly executed or rejected by the SEF, a Participant may, within ten 
(10) minutes thereafter, request review of the Order by providing the confirmation 
number for the Order and stating the grounds for the disagreement. 

(b) Upon receipt by the SEF of a request for review of an Order and the accompanying 
confirmation number, the SEF will review its electronic audit trail to determine if the SEF 
correctly executed the Order. Such review will be completed (i) on the same Business 
Day if the SEF received such request for review prior to 12:00 noon on any Business Day 
or (ii) by the end of the following Business Day if such request was received (x) on or 
after 12:00 noon on any Business Day or (y) on any day that is not a Business Day. 
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(c) If the review described in this Rule reveals that the Order was incorrectly executed, then 
the Order in question shall be cancelled in the Trading Accounts of all affected 
Participants. 

(d) If the review described in this Rule reveals that the Order was correctly executed by the 
SEF, then no adjustment shall be made in the Trading Accounts of any Participants. 

(e) Notwithstanding anything to the contrary in this Rule, if the SEF determines its sole 
discretion that the execution of any Transaction was the result of Orders being incorrectly 
processed by the SEF, or any other cause beyond the control of any Participant, then the 
SEF may cancel such Transactions of all affected Participants. 

Rule 5104    Misuse of the SEF 

Misuse of the SEF is strictly prohibited. It shall be a violation of the SEF Rules for any Person to 
willfully or negligently engage in unauthorized access to the SEF, to assist any Person in 
obtaining unauthorized access to the SEF, to trade on the SEF without the authorization of a 
Participant, to alter the equipment associated with the SEF, to interfere with the operation of the 
SEF, to use or configure a component of the SEF in a manner that does not conform to the SEF 
Rules, to intercept or interfere with information provided on or through the SEF, or in any way to 
use the SEF in a manner contrary to the SEF Rules. 

VIOLATIONS 

Rule 5200    Rule Violations 

(a) It shall be a violation for a Participant or any Supervised Person to violate any Rule 
regulating the conduct or business of a Participant, to breach any agreement made with the 
SEF, to violate Applicable Law, or to engage in fraud, dishonorable conduct, or in 
conduct which is inconsistent with just and equitable principles of trade. 

(b) Participants shall assist the SEF in any investigation into potential violations of the SEF 
Rules or Applicable Law. Such assistance must be timely and may include, but not be 
limited to, requiring any Participant, Customer, Client or Supervised Person to produce 
documents, to answer questions from the SEF or its designee, and/or to appear in 
connection with an investigation. 

(c) If a Participant has actual or constructive notice of a violation in connection with the use 
of the SEF by a Participant, Client, Customer or Supervised Person and the Participant 
fails to take appropriate action, the Participant may be found to have committed an act 
detrimental to the interest or welfare of the SEF. 

Rule 5201   Fraudulent Acts Prohibited 

No Participant (or any of its Supervised Persons) shall engage in any fraudulent act or engage in 
any scheme to defraud, deceive, trick or mislead in connection with or related to any SEF activity 
or other activity related to the DCO. 
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Rule 5203   Fictitious, Wash or Non-Competitive Transactions Prohibited 

No Participant (or any of its Supervised Persons) shall create fictitious transactions, wash 
transactions, or non-competitive transactions except, in the case of noncompetitive transactions, 
as otherwise authorized by the SEF Rules, or execute any such Order with knowledge of its 
nature as a fictitious transaction, wash transaction, or non-competitive transaction. 

Rule 5204   Market Disruptions Prohibited 

Orders entered into the SEF for the purpose of upsetting the equilibrium of the market in any 
Swap or creating a condition in which prices do not or will not reflect fair market values are 
prohibited, and any Participant (or any of its Supervised Persons) who makes or assists in 
entering any such Order with knowledge of the purpose thereof or who, with such knowledge, in 
any way assists in carrying out any plan or scheme for the entering of any such Order, will be 
deemed to have engaged in an act detrimental to the SEF in violation of this Rule 5208. 

Rule 5205   Market Manipulation Prohibited 

No Participant (or any of its Supervised Persons) shall attempt to manipulate or manipulate the 
market in any Swap including, without limitation, “front-running”, “money passes”, trading 
ahead or against customer orders, combination or improper cross trading. 

Rule 5206   Disruptive Trading Practices Prohibited 

No Participant (or any of its Supervised Persons) shall engage in any trading, practice, or conduct 
that constitutes a “disruptive trading practice,” as such term is defined by the CEA or CFTC 
regulations. 

Rule 5207   Prohibition of Misstatements 

No Participant (or any of its Supervised Persons) shall make any knowing misstatement of a 
material fact to the SEF, any SEF Official, or any Board committee, SEF panel or any other 
Participant and their Supervised Persons. 

Rule 5208   Acts Detrimental to Welfare of SEF Prohibited 

No Participant (or any of its Supervised Persons) shall engage in any act that is detrimental to the 
SEF. 

Rule 5209   Adherence to Law 

No Participant (or any of its Supervised Persons) shall engage in conduct that is a violation of the 
Applicable Law. 

Rule 5210    Communications with the Public and Promotional Material 

Promotional material and similar information issued by Participant shall comply with Applicable 
Law. 
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SUPERVISION 

Rule 5300    Duty to Supervise 

Each Participant shall establish, maintain and administer reasonable supervisory procedures to 
monitor the compliance of Supervised Persons with the SEF’s Rules and any applicable 
provisions of the CEA or CFTC regulations and such Participant may be held accountable for 
the actions of such Supervised Persons. 

INSPECTIONS 

Rule 5400   Inspections by the SEF 

(a) The SEF (or the Regulatory Services Provider or other authorized representatives), shall 
have the right, in connection with determining whether all SEF Rules and Obligations are 
being, will be, or have been complied with by the Participant, to: 

(1) inspect books and records, systems, equipment and software operated by the 
Participant in connection with any SEF activity, wherever located; 

(2) access the systems, equipment, software and the premises on which the systems, 
equipment and software are located and any data stored in any of the systems or 
equipment, during the regular business hours and the Trading Hours of the SEF 
without prior notice to Participants; and/or 

(3) remove, copy or reproduce any data to which the SEF has access under this Rule. 

(b) Each Participant shall provide the Regulatory Services Provider with the same access to 
their books and records and offices as they are required to provide the SEF under the SEF 
Rules and Applicable Law. 

(c) The Market Regulation Department may require a Participant to furnish (periodically or 
on a particular occasion) information concerning the Participant’s activity on the SEF. 
For a Participant, such information includes but is not limited to, the Participant’s open 
trading positions or Swaps to which the Participant is a party. 

INFORMATION SHARING 

Rule 5500  InformationSharing 

(a) The SEF may enter into information-sharing agreements or other arrangements or 
procedures to establish and enforce rules that will allow the SEF to obtain any 
necessary information to perform any monitoring of trading and trade processing, provide 
information to the CFTC upon request and that allow the SEF to carry out international 
information-sharing agreements as the CFTC may require. As part of any information- 
sharing agreements or other arrangements or procedures adopted pursuant to this Rule, 
the SEF may: 
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(1) provide market surveillance reports to other markets; 

(2) share information and documents concerning current and former Participants with 
other markets; 

(3) share information and documents concerning ongoing and completed 
investigations with other markets; and/or 

(4) require its current or former Participants to provide information and documents to 
the SEF at the request of other markets with which the SEF has an information- 
sharing agreement or other arrangements or procedures. 

(b) The SEF may enter into any arrangement with any Person or body (including, without 
limitation, the CFTC, the NFA, any Self-Regulatory Organization, any exchange, market, 
data repository, reporting services or clearing organization or foreign regulatory 
authority) if the SEF considers such arrangement to be in furtherance of the SEF’s 
purpose or duties under the SEF Rules or any law or regulation. 

(c) The SEF may disclose to any Person or entity information concerning or associated with 
a Participant or other Person that the SEF believes is necessary and appropriate in 
exercising a legal or regulatory function, whether or not a formal arrangement governing 
the disclosure exists or a request for information was made. 

(d) Participants shall provide the SEF any requested information pursuant to the SEF Rules 
or Applicable Law as necessary for the SEF to perform any of the functions described in 
these SEF Rules. 

FINANCIAL REQUIREMENTS 

Rule 5600   Minimum Financial and Related Reporting Requirements 

(a) Each Participant that is registered with any Government Agency, including the CFTC and 
the SEC, or a Self-Regulatory Organization shall comply with the provisions of 
Applicable Law, including but not limited to the rules and regulations such Government 
Agency imposes on a Participant relating to minimum financial and related reporting 
and recordkeeping requirements. 

(b) Each Participant shall qualify as an ECP and undertake to timely update any material 
change to the Participant’s status as an ECP. 

(c) A copy of any notice or written report that a Participant is required to file with the CFTC 
pursuant to CFTC regulation § 1.12 shall be concurrently provided to the SEF. 

(d) A Participant who is subject to and violates CFTC regulations 1.10, 1.12, 1.17 or 1.18 
shall be deemed to have violated this Rule 5600. 
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Rule 5601   Confidentiality of Financial and Other Information 

All information and data obtained or received by the Market Regulation Department from 
inspections of accounting and other records, quarterly balance sheets and declarations or reports 
on financial condition will be treated as confidential by the SEF; however, this Rule does not 
supplant Rule 5500 and the SEF Rules in Section 7, or any other requirement of legal process or 
law. 

Rule 5602   Authority to Impose Restrictions 

Whenever a Participant is subject to the early warning requirements set forth in CFTC regulation 
1.12, the SEF may impose such conditions or restrictions on the business and operations of such 
Participant or as the SEF may deem necessary or appropriate for the protection of customers, 
other Participants, or the SEF. 

Rule 5603   Additional Disclosure Requirements 

Each Participant must comply with all disclosure requirements set forth in applicable CFTC and 
NFA rules and regulations. Any such disclosure may be combined with a disclosure regarding the 
existence of financial interests held by the Participant in the SEF or any other exchange. 

MISCELLANEOUS 

Rule 5700  Gifts and Gratuities 

Except as permitted in writing by the Chief Compliance Officer, no Participant shall, directly 
or indirectly, give or permit to be given anything of value, including gifts and gratuities, in 
excess of one hundred dollars ($100) per individual per year to an SEF Official. 

Rule 5701   Anti-Money Laundering and Anti-Terrorism 

It is SEF policy: (1) not to engage in or knowingly assist any money laundering or other illicit 
business, and (2) not to engage in or knowingly assist, or be a conduit for, terrorist financing. 
Participants will be required to provide sufficient information for Participants and their Clients, if 
applicable, for SEF to conduct restricted list searches, including, but not limited to, searches 
against the Specially Designated Nationals (“SDN”) and Blocked Persons list maintained by the 
Office of Foreign Assets Control of the U.S. Department of the Treasury. 

Rule 5702   Market Data 

(a) All Participants and all Supervised Persons, agents, vendors, and other Persons 
affiliated with the foregoing understand and acknowledge that the SEF has a proprietary 
interest in: 

(1) the price and quantity data from each and every Transaction executed on the 
SEF or subject to the SEF Rules, including the time at which the Transaction 
was executed by, or submitted to, the SEF; 
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(2) the price and quantity data for each and every bid and offer submitted for 
entry into the SEF, including the time at which the bid and offer was entered 
into the SEF; 

(3) the yield curves prepared by the SEF; 

(4) any data and information derived from (1), (2) and (3) and the format and 
presentation thereof; and 

(5) the transmissions and dissemination of the data and information to 
Participants any publisher of the data or information with whom the SEF has a 
written agreement, and any other Persons. 

(b) Participants and Supervised Persons may not distribute, sell or retransmit 
information displayed on the SEF to any third party without the express written consent 
of the SEF. 

(c) The SEF may at any time restrict or establish utilization fees in respect of data 
described in Rule 5702(a) with respect to all or any Participants, Customers or Clients 
in order to safeguard the security or operations of the SEF or to preserve market 
integrity, fair and orderly trading, or if otherwise in the public interest. 

Rule 5703   Extension or Waiver of SEF Rules 

If necessary and expedient, the SEF may, in its sole discretion, waive, or extend the time period 
for performing, any act or acts designated by the SEF Rules, but only to the extent such waiver 
or extension is not inconsistent with the CEA or the CFTC regulations. 

Rule 5704   Effect of Amendment, Repeal or New Rule 

(a) If an amendment or repeal of a SEF Rule or adoption of a new SEF Rule does 
not materially change the terms or conditions of a Swap and does not affect the value of 
open Swaps, then the effective date of any amendment or repeal of a SEF Rule or 
adoption of a new SEF Rule relating to Swaps is binding on all Swaps entered into 
before and after the effective date of such amendment, repeal or adoption. 

(b) If an amendment or repeal of a SEF Rule or adoption of a new SEF Rule 
materially changes the terms or conditions of a Swap or affects the value of open 
Swaps, then the amendment, repeal or new SEF Rule is binding only on Swaps listed 
for trading after the effective date of such amendment, repeal or adoption, and Swaps 
listed as of the effective date of such amendment, repeal or adoption with no open 
positions then in existence, unless otherwise specifically provided by the Board. 
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SECTION 6 
ENFORCEMENT OF RULES AND  
DISCIPLINARY PROCEEDINGS 

Rule 6000  General 

(a) All Participants, Account Managers, Authorized Traders, Clients, Customers and 
Supervised Persons shall be subject to the SEF’s jurisdiction. All Participants, 
Account Managers, Authorized Traders, Clients, Customers and Supervised Persons are 
subject to this Section 6 if they, or with respect to a Participant or any other Person 
using any of its User IDs, are alleged to have violated, to have aided and abetted a 
violation, to be violating, or to be about to violate, any Rule of the SEF or any 
provision of Applicable Law for which the SEF has disciplinary jurisdiction. 

(b) The SEF, through its Market Regulation Department, Review Panels and Disciplinary 
Panels will conduct inquiries, investigations, disciplinary proceedings and appeals 
from disciplinary proceedings, summary impositions of fines, summary suspensions or 
other summary actions in accordance with this Section 6. 

(c) SEF and NFA are parties to the Regulatory Service Agreement as referenced in Rule 
2600, pursuant to which NFA has agreed to perform certain regulatory services 
described in the Rule 6000 Series on behalf of SEF. The SEF Rules that refer to the 
SEF, SEF staff, Market Regulation Department and other SEF departments should be 
understood as also referring to NFA, NFA staff and NFA departments acting on behalf 
of SEF pursuant to the Regulatory Services Agreement. Notwithstanding the fact that 
the SEF has entered into the Regulatory Services Agreement with the NFA to perform 
some of the SEF’s functions, the SEF shall retain ultimate legal responsibility for, and 
control of, such functions. 

(d) No SEF Official will interfere with or attempt to influence the process or resolution of 
a Disciplinary Action except to the extent provided under the SEF Rules with respect 
to a proceeding in which the SEF Official is a member of the relevant panel. 

(e) Any Participant, Account Manager, Authorized Trader, Client, Customer or 
Supervised Person may be represented by counsel during any Disciplinary Action 
pursuant to this Section 6. 

(f) Participant Liability – Individual and Joint Liability/Controlling Person Liability 

(1) The SEF may hold a Participant liable for, and impose sanctions against 
such Participant, for such Participant’s own acts and omissions that constitute a 
violation as well as for the acts and omissions of each (A) Authorized Trader 
of such Participant, (B) other Supervised Person of such Participant, (C) other 
Person using a User ID of such Participant, (D) other agent or representative 
of such Participant, in each case, that constitute a violation as if such violation 
were that of the Participant, or (E) Client or Customer of such Participant. 
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(2) The SEF may hold an Authorized Trader liable for, and impose sanctions 
against such Authorized Trader for such Authorized Trader’s own acts and 
omissions that constitute a violation as well as or for the acts and omissions of 
any other agent or representative of such Authorized Trader that constitute a 
violation as if such violation were that of the Authorized Trader. 

Rule 6001   Inquiries and Investigations 

(a) The SEF, through its Market Regulation Department will investigate any matter 
within the SEF’s jurisdiction of which it becomes aware. The Market Regulation 
Department will commence an investigation upon the receipt of a request from 
Commission staff or upon the discovery or receipt of information by the SEF, or its 
trading or market surveillance or review of other information or other SEF data, that, in 
the judgment of the Market Regulation Department indicates a possible basis for 
finding that a violation has occurred or will occur. The Market Regulation Department 
will determine the nature and scope of its inquiries and investigations in its sole 
discretion. The Market Regulation Department shall inform the Chief Compliance 
Officer of all inquiries. 

(b) The Market Regulation Department may: 

(1) initiate and conduct inquiries and investigations; 

(2) prepare Investigation Reports and make recommendations concerning 
initiating disciplinary proceedings; 

(3) prosecute alleged violations within the SEF’s disciplinary jurisdiction; and 

(4) represent the SEF on summary imposition of fines, summary suspension or 
other summary action. 

(c) Each Participant, Account Manager, Authorized Trader and other Supervised Person or 
any other person that is subject to the SEF Rules: 

(1) is obligated to appear and testify and respond in writing to interrogatories 
within the time period required by the SEF in connection with: 

(i) any SEF Rule; 

(ii) any inquiry or investigation; or 

(iii) any preparation by and presentation during a Disciplinary Action; 

(2) is obligated to produce books, records, papers, documents or other tangible 
evidence in its, his or her possession, custody or control within the time 
period required by the SEF in connection with: 

(i) any SEF Rule; 
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(ii) any inquiry or investigation; or 

(iii) any preparation by and presentation during a Disciplinary Action; and 

(3) may not impede or delay any Disciplinary Action. 

(d) Each investigation will be completed in a timely manner. Absent mitigating factors, 
a timely manner is no later than twelve (12) months after the date that an 
investigation is opened. Mitigating factors that may reasonably justify an investigation 
taking longer than twelve (12) months to complete include the complexity of the 
investigation, the number of firms or individuals involved as potential wrongdoers, the 
number of potential violations to be investigated, and the volume of documents and 
data to be examined and analyzed by the Market Regulation Department. 

Rule 6002   Reports of Investigations 

(a) The Market Regulation Department will maintain a log of all investigations and 
their disposition. The Market Regulation Department will prepare an Investigation 
Report, regardless of whether the evidence gathered during any inquiry or 
investigation forms a reasonable basis to believe that a violation within the SEF’s 
jurisdiction has occurred or is about to occur or whether the evidence gathered results 
in closing the matter without further action or through summary action. 

(b) The Investigation Report will include the reasons for initiating the investigation 
(including a summary of the complaint, if any), all relevant facts and evidence 
gathered, Market Regulation Department’s analysis and conclusions, the Participant’s 
disciplinary history at the SEF, and the recommendation of the Market Regulation 
Department. For each potential respondent, the Market Regulation Department will 
recommend either: 

(1) closing the investigation without further action; 

(2) settlement; 

(3) summary action; 

(4) initiating disciplinary proceeding; or 

(5) resolving the investigation through an informal disposition, including the 
issuance of a warning letter. An informal disposition (including the issuance of 
a warning letter) will not constitute a finding of a violation or a sanction. 

(c) The Market Regulation Department will submit the Investigation Report to the Chief 
Compliance Officer for review. After reviewing the Investigation Report, the Chief 
Compliance Officer will: 

(1) Proceed with the Market Regulation Department’s recommendation; or 
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(2) Forward the Investigation Report to a Review Panel as discussed in Rule 6004. 

Rule 6003   Opportunity to Respond 

(a) If the Chief Compliance Officer determines to proceed with the Market Regulation 
Department’s recommendation to initiate disciplinary proceedings, the Market 
Regulation Department will notify each potential respondent that the Market Regulation 
Department has recommended formal disciplinary charges against the potential 
respondent.  

(b) The SEF may allow a potential respondent to propose a settlement of the matter or 
to submit a written statement explaining why a disciplinary proceeding should not be 
instituted or one or more of the potential charges should not be brought. The 
potential respondent shall submit such written statement within the time limit 
established by the Market Regulation Department. 

Rule 6004   Review of Investigation Reports 

(a) Review of Investigation Report by the Review Panel 

(1) The Chief Compliance Officer may, in his/her discretion, convene a Review 
Panel to review the Investigation Report to determine whether a reasonable 
basis exists to believe that a violation of the SEF Rules has occurred and 
whether commencing a disciplinary proceeding is warranted.  

(2) The Review Panel shall be comprised of three individuals, at least one of whom 
will be a Public Director. No member of the Review Panel may be involved in 
the adjudication of any other stage of the same proceeding. If a vacancy occurs 
on a Review Panel after it has begun a proceeding, the remaining members of 
the panel shall complete consideration and disposition of the matter. Once the 
Review Panel has provided its decision, it shall be dissolved automatically. 

(3) The Review Panel will review the Investigation Report and, within 30 days 
of receiving the Investigation Report, will take one (1) of the following actions: 

(i) If the Review Panel determines that additional investigation or evidence 
is needed, it will promptly direct the Market Regulation Department to 
conduct further investigation. 

(ii) If the Review Panel determines that no reasonable basis exists for 
finding a violation has occurred or is about to occur or that prosecution 
is otherwise unwarranted, it may direct that no further action be taken. 
Such determination will be in writing, and will include the reason 
the investigation was initiated, a summary of the complaint, a 
written statement setting forth the facts and analysis supporting the 
decision and, if applicable, any recommendations. The Review Panel 
shall also provide the written statement to the Regulatory Services 
Provider. 
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(iii) If the Review Panel determines that a reasonable basis exists for 
finding a violation has occurred or is about to occur and adjudication 
is warranted, the Review Panel will determine for each potential 
respondent whether to authorize: 

A. the informal disposition of the investigation (by issuing a 
warning letter or otherwise) because disciplinary proceedings 
are unwarranted in which case the Review Panel shall provide 
a written explanation to the Regulatory Services Provider; or 

B. the closing of the investigation without any action because no 
reasonable basis exists to believe that a violation within the 
SEF’s jurisdiction has occurred or is about to occur in which 
case the Review Panel shall provide a written explanation to the 
Regulatory Services Provider; or, 

C. the commencement of disciplinary proceedings because a 
reasonable basis exists to believe that a violation within the 
SEF’s jurisdiction has occurred or is about to occur. 

Rule 6005  Notice of Charges 

(a) If the Review Panel authorizes disciplinary proceedings or the Chief Compliance 
Officer elects to follow the recommendation of the Market Regulation Department to 
commence a disciplinary proceeding, the Chief Compliance Officer will appoint a 
Disciplinary Panel as provided in this Section. In addition, the Market Regulation 
Department will prepare, and serve in accordance with Rule 6007, a notice of 
charges. 

(b) A notice of charges will: 

(1) state the acts, practices or conduct that the respondent is alleged to have 
engaged in; 

(2) state the SEF Rule or provision of Applicable Law alleged to have been 
violated or about to be violated; 

(3) state the proposed sanctions; 

(4) advise the respondent of its right to a hearing; 

(5) advise the respondent of its right to be represented by legal counsel of its 
choosing in all succeeding stages of the disciplinary process 

(6) state the period of time within which the respondent can request a hearing on 
the notice of charges, which will not be less than 20 days after service of the 
notice of charges; 
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(7) advise the respondent that any failure to request a hearing within the period 
stated, except for good cause, will be deemed to constitute a waiver of the 
right to a hearing; and 

(8) advise the respondent that any allegation in the notice of charges that is 
not expressly denied or answered will be deemed to be admitted. 

Rule 6006  Answer to Notice of Charges 

(a) If the respondent determines to answer a notice of charges, the respondent must 
file answers within 20 days after being served with such notice, or within such 
other time period determined by the Disciplinary Panel. 

(b) To answer a notice of charges, the respondent must in writing: 

(1) specify the allegations that the respondent denies or admits; 

(2) specify the allegations that the respondent does not have sufficient information 
to either deny or admit; 

(3) specify any specific facts that contradict the notice of charges; 

(4) specify any affirmative defenses to the notice of charges; and 

(5) sign and serve the answer on the Disciplinary Panel. 

(c) Any failure by the respondent to timely serve an answer to a notice of charges will 
be deemed to be an admission to the allegations in such notice. Any failure by the 
respondent to answer one or more allegations in a notice of charges will be deemed to 
be an admission of that allegation or those allegations. Any allegation in a notice of 
charges that the respondent fails to expressly deny will be deemed to be admitted. 
A general denial by the respondent, without more, will not satisfy the foregoing 
requirements. 

Rule 6007  Service of Notice of Charges 

(a) Any notice of charges or other documents to be served pursuant to this Section 7 may 
be served upon the respondent, and service shall be deemed complete either personally 
or by leaving the same at his or her place of business; by deposit in the United 
States mail, respondent at the address as it appears on the books and records of the SEF. 

(b) Any notice of charges or other documents contemplated to be served pursuant to 
this Section 6 may also be served upon the respondent and service shall be deemed 
complete via electronic mail to the electronic mail address as it appears on the books 
and records of the SEF. 

 

0000159



Exhibit M-1  

- 54 - 

Rule 6008  Settlements 

(a) A respondent or potential respondent may at any time, after the Investigation Report 
is complete, propose in writing an offer of settlement related to anticipated or 
instituted disciplinary proceedings. 

(b) Any offer of settlement should contain proposed findings and sanctions and be signed 
by the respondent or potential respondent and submitted to the Market Regulation 
Department. 

(c) A respondent or potential respondent may offer to settle disciplinary proceedings 
without admitting or denying the findings contained in the order of the disciplinary 
proceedings but must accept the jurisdiction of the SEF over it and over the subject 
matter of the proceedings and consent to the entry of the findings and sanctions 
imposed. 

(d) If a respondent or potential respondent submits an offer of settlement in accordance 
with paragraph (a) above, the Market Regulation Department will forward the offer 
to the Chief Compliance Officer with a recommendation on whether to accept or 
reject the offer. Any preliminary determination by the Chief Compliance Officer to 
accept the offer shall be submitted for review by the Disciplinary Panel. If the 
Disciplinary Panel agrees, then the Chief Compliance Officer shall conditionally 
accept an offer of settlement, and that the settlement will become final upon the 
expiration of 20 days after an order of the disciplinary proceedings consistent with the 
terms of the offer of settlement is served on the respondent. 

(e) If an offer of settlement is accepted, the Disciplinary Panel will issue a written 
decision specifying the rule violations it has reason to believe were committed, 
including the basis or reasons for the panel’s conclusions, and any sanction to be 
imposed, which must include full customer restitution where customer harm is 
demonstrated. If an offer of settlement is accepted without the agreement of the 
Market Regulation Department or Chief Compliance Officer, the decision must 
adequately support the Disciplinary Panel’s acceptance of the settlement. If 
applicable, the decision must also include a statement that the respondent has 
accepted the sanctions imposed without either admitting or denying the rule violations. 

(f) If an offer of settlement is accepted and the related order of disciplinary 
proceedings becomes final, the respondent’s submission of the offer will be deemed 
to constitute a waiver of the right to notice, opportunity for a hearing and review and 
appeal under the SEF Rules. 

(g) The respondent may withdraw his or her offer of settlement at any time before 
final acceptance by the Disciplinary Panel. If an offer is withdrawn after submission, or 
is rejected by the Disciplinary Panel, the respondent must not be deemed to have 
made any admissions by reason of the offer of settlement and must not be otherwise 
prejudiced by having submitted the offer of settlement. 
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(h) If the offer of settlement of a respondent or potential respondent is not accepted 
by agreement between the Chief Compliance Officer and the Disciplinary Panel, fails 
to become final, or is withdrawn by the respondent or potential respondent, the matter 
will proceed as if the offer had not been made and the offer and all documents 
relating to it will not become part of the record. Neither a respondent or potential 
respondent nor the Market Regulation Department may use an unaccepted offer of 
settlement as an admission or in any other manner at a hearing of disciplinary 
proceedings. 

Rule 6009    Disciplinary Panel 

(a) The Chief Compliance Officer will appoint a Disciplinary Panel to conduct hearings in 
connection with any disciplinary proceedings authorized by the Chief Compliance 
Officer or a Review Panel to make findings and impose sanctions. The Disciplinary Panel 
will be comprised of three individuals, at least one of whom will be a Public Director. 
The Chief Compliance Officer shall draw panel members from the individuals appointed 
by the Board as potential members of Disciplinary Panels. The chairman of the 
Disciplinary Panel shall be appointed by the Chief Compliance Officer. A Disciplinary 
Panel may not include any person involved in adjudicating any other stage of the same 
proceeding. If a vacancy shall occur on a Disciplinary Panel after it has begun its 
proceedings, the remaining members shall complete consideration and disposition of the 
matter. Once a Disciplinary Panel has made its decision and notified all relevant parties, 
it shall be dissolved automatically.  

(b) Within ten (10) days of being notified of the appointment of the Disciplinary Panel, 
a respondent may seek to disqualify any individual named to the Disciplinary Panel for 
the reasons identified in the SEF Rules or for any other reasonable grounds by 
serving written notice on the Chief Compliance Officer. By not timely filing a request 
for disqualification, the respondent will be deemed to have waived any objection 
to the composition of a Disciplinary Panel. The Chief Compliance Officer, in 
consultation with the General Counsel, of the SEF will decide the merits of any request 
for disqualification within his or her sole discretion. Any such decision will be 
final and not subject to appeal. 

(c) No Person shall serve on a Disciplinary Panel unless that Person has agreed in 
writing that he or she will not publish, divulge, or make known in any manner, 
any facts or information regarding the business of any Person or any other 
information which may come to his attention in his official capacity as a member 
of the Disciplinary Panel, except when reporting to the Board or to a committee 
concerned with such information or to the Market Regulation Department, when 
requested by the CFTC or other governmental agency or when compelled to 
testify in any judicial or administrative proceeding. 

(d) All information, records, materials and documents provided to the Disciplinary Panel 
and all deliberations, testimony, information, records, materials and documents related 
thereto shall be treated as non-public and confidential and shall not be disclosed, 
except as necessary to further a SEF investigation or as required by law. 
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Rule 6010   Convening Hearings of Disciplinary Proceedings 

(a) A hearing will be conducted privately and confidentially. Notwithstanding the 
confidentiality of hearings, the Disciplinary Panel may appoint an expert to attend any 
hearing and assist in deliberations if such expert agrees to be subject to an 
appropriate confidentiality agreement. 

(b) After reasonable notice to each respondent, the Disciplinary Panel will promptly 
convene a hearing to conduct the disciplinary proceedings with respect to such 
respondent. Parties to a disciplinary proceeding include each respondent and the 
Market Regulation Department. 

(c) The chair of the Disciplinary Panel may continue, adjourn or otherwise conduct the 
hearing, as he or she may deem appropriate. The chair of the Disciplinary Panel will 
determine all procedural and evidentiary matters, including the admissibility and 
relevance of any evidence proffered. 

(d) In determining procedural and evidentiary matters, the chair of the Disciplinary Panel 
will not be bound by any evidentiary or procedural rules or law. Once admitted during 
the hearing, the Disciplinary Panel may consider, and attach the weight it believes 
appropriate to, evidence or other materials. The General Counsel of the SEF, or its 
designee, will provide guidance to the chair of the Disciplinary Panel on the conduct of 
the hearing. 

(e) Except for procedural and evidentiary matters decided by the chair of the Disciplinary 
Panel pursuant to paragraph (c) above and Rule 6012, unless each respondent 
otherwise consents, the entire Disciplinary Panel must be present during the entire 
hearing and any related deliberations. 

Rule 6011   Respondent Review of Evidence 

(a) Prior to the commencement of a hearing, each respondent will be given the opportunity 
to review all books, records, documents, papers, transcripts of testimony and other 
tangible evidence in the possession or under the control of the SEF that the Market 
Regulation Department will use to support the allegations and proposed sanctions in 
the notice of charges or which the chair of the Disciplinary Panel deems relevant 
to the disciplinary proceedings. Notwithstanding the foregoing, no respondent will 
have the right to review, and the SEF will have no obligation to disclose, any 
information protected by work product or attorney-client privilege. 

(b) If any books, records, documents, papers, transcripts of testimony, or other 
tangible evidence contain information that could adversely affect the competitive 
position of the Person providing the information or if such information might 
compromise other investigations being conducted by the Market Regulation 
Department, the Market Regulation Department may redact, edit or code such 
information before furnishing it to the respondent. 
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(c) Notwithstanding anything in paragraph (b) above to the contrary, the Market 
Regulation Department: 

(1) will not redact, edit or code competitive or investigative information contained 
in documents in a manner that would impair the respondent’s ability to 
defend against the allegations or proposed sanctions in the notices of charges, 
and 

(2) will provide the respondent with access to the information and portions of 
the documents that the Market Regulation Department intends to rely on to 
support the allegations or proposed sanctions in the notice of charges. 

(d) For purposes of this Rule 6011, information that could adversely affect 
competitive positions include positions in Swaps currently held, trading strategies 
employed in establishing or liquidating positions, the identity of any Participant or 
Authorized Trader and the personal finances of the Person providing the information. 

Rule 6012  Conducting Hearings of Disciplinary Proceedings 

(a) At a hearing conducted in connection with any disciplinary proceedings, the 
Market Regulation Department will present its case supporting the allegations and 
proposed sanctions in the notice of charges to the Disciplinary Panel. The 
respondent is entitled to attend and participate in the hearing. 

(b) At a hearing conducted in connection with any disciplinary proceedings, the 
Disciplinary Panel or the Market Regulation Department and each respondent may: 

(1) present evidence and facts determined relevant and admissible by the chair of 
the Disciplinary Panel; 

(2) call and examine witnesses; and 

(3) cross-examine witnesses called by other parties. 

(c) If the respondent fails to file an answer, has filed a general denial, or if any or all of 
the allegations in the notice of charges are not expressly denied in the respondent’s 
answer, the chair of the Disciplinary Panel may limit evidence concerning any 
allegations not expressly denied in determining the sanctions to impose. If a 
respondent fails to file an answer but appears at the hearing, the respondent may not 
participate in the hearing (by calling or cross-examining witnesses, testifying in 
defense, presenting evidence concerning the notice of charges, or otherwise) unless the 
Disciplinary Panel determines that the respondent had a compelling reason for failing to 
timely file an answer. If the Disciplinary Panel determines that the respondent had a 
compelling reason for failing to timely file an answer, the Disciplinary Panel will 
adjourn the hearing and direct the respondent to promptly file a written answer in 
accordance with Rule 6006. 
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(d) If the respondent has requested a hearing on a charge that the respondent denies, or on 
a sanction set by the Disciplinary Panel under Rule 6014, the respondent will be given 
an opportunity for a hearing in accordance with these SEF Rules. Except for good 
cause, such hearing will be limited to addressing those charges denied by the 
respondent and/or sanctions set by the Disciplinary Panel under Rule 6014 for which a 
hearing has been requested. 

(e) Any Person entitled, or required or called upon, to attend a hearing before a 
Disciplinary Panel pursuant to paragraph (b)(2) above will be given reasonable 
notice, confirmed in writing, specifying the date, time and place of the hearing, and 
the caption of the disciplinary proceedings. All Participants (that are individuals) and 
other Supervised Persons that are called as witnesses are required to appear at the 
hearing and, where applicable, produce evidence. The SEF will make reasonable 
efforts to secure the presence of all other Persons called as witnesses whose 
testimony would be relevant. 

(f) If during any disciplinary proceedings the Disciplinary Panel determines that a 
reasonable basis exists to believe that the respondent violated or is about to violate a 
Rule of the SEF or a provision of Applicable Law other than the violations alleged 
in the notice of charges, the Disciplinary Panel may consider those apparent 
violations after providing the respondent with an opportunity to answer the additional 
allegations in accordance with Rule 6006. In connection with considering apparent 
violations pursuant to this paragraph (e), the Disciplinary Panel may request that the 
Market Regulation Department provide the Disciplinary Panel with any additional 
information related to the violations at issue. 

(g) The Disciplinary Panel may provide that a sanction be summarily imposed upon 
any Person within its jurisdiction whose actions impede the progress of a hearing. 

(h) If the respondent has requested the hearing, a copy of the hearing must be made and 
must become a part of the record of the proceedings. The SEF will arrange for any 
hearing conducted in connection with disciplinary proceedings to be recorded 
verbatim, or substantially verbatim, in a manner capable of accurate transcription. If 
the respondent requests a copy of all or portions of the recording of a hearing, the 
chair of the Disciplinary Panel may within his or her sole discretion require the 
respondent to pay the costs for transcribing the recording of the hearing. 

(i) No interlocutory appeals of rulings of any Disciplinary Panel or chair of the 
Disciplinary Panel are permitted. 

Rule 6013  Decision of Disciplinary Panel 

(a) As promptly as reasonable following a hearing, the Disciplinary Panel will issue a 
written order rendering its decision based on the weight of the evidence contained in 
the record of the disciplinary proceedings. A decision by a majority of the 
Disciplinary Panel will constitute the decision of the Disciplinary Panel. 
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(b) The Disciplinary Panel will serve a copy of the order of the disciplinary proceedings on 
the respondent and the Market Regulation Department. The order will include: 

(1) the notice of charges or summary of the allegations; 

(2) the answer, if any, or a summary of the answer; 

(3) a brief summary of the evidence produced at the hearing or, where 
appropriate, incorporation by reference of the Investigation Report; 

(4) statement of findings of fact and conclusions concerning each allegation, 
including a complete explanation of the evidentiary and other basis for 
such findings and conclusions with respect to each allegation; 

(5) each specific Rule of the SEF and provision of Applicable Law that the 
respondent is found to have violated 

(6) declaration of all sanctions imposed against the respondent, if any, including 
the basis for such sanctions and the effective date of each sanction; and, 

(7) notice that the respondent has no right to appeal. 

(c) The order of the disciplinary proceedings will become final upon the expiration of twenty 
(20) days after the order is served on the respondent and provided to the Market 
Regulation Department. 

Rule 6014   Sanctions 

(a) After notice and opportunity for hearing in accordance with the SEF Rules, the SEF 
will impose sanctions if any Participant, Account Manager, Authorized Trader, 
Supervised Person or other Person using any of the Participant’s User IDs is found to 
have violated or to have attempted to violate a Rule of the SEF or provision of 
Applicable Law for which the SEF possesses disciplinary jurisdiction. All sanctions 
must take into account the respondent’s disciplinary history. In the event of 
demonstrated customer harm, any sanction must also include full customer restitution. 

The SEF may impose one or more of the following sanctions or remedies: 

(1) censure; 

(2) limitation on Trading Privileges, ability to otherwise access the SEF, and/or 
other activities, functions or operations; 

(3) suspension of Trading Privileges and/or ability to otherwise access the SEF; 

(4) fine (subject to paragraph (b) below); 

(5) restitution and/or disgorgement; 
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(6) termination of Trading Privileges and/or ability to otherwise access the SEF; or 

(7) any other sanction or remedy deemed to be appropriate. 

(b) The SEF may impose a fine for each violation of a Rule of the SEF or a provision 
of Applicable Law. If a fine or other amount is not paid within 30 days of the date 
that it becomes payable, then interest will accrue on the sum from the date that it 
became payable at the quoted prime rate plus three percent. The SEF has sole 
discretion to select the bank on whose quotations to base the prime rate. Participant will 
be responsible for paying any fine or other amount imposed on, but not paid by, any 
of its Supervised Persons. 

Rule 6015   Appeal from Disciplinary Panel Decision, Summary Impositions of Fines 
and Other Summary Actions 

All Disciplinary Panel Decisions, summary impositions of fines and other summary actions 
are final and are not subject to appeal under the SEF Rules. 

Rule 6016   Summary Imposition of Fines 

(a) The Chief Compliance Officer may summarily impose a fine against a Participant 
(on behalf of itself or any of its Supervised Persons or other Persons using any of its 
User IDs) or Authorized Trader for failing: 

(1) to make timely and accurate submissions to the SEF of notices, reports or 
other information required by the SEF Rules; 

(2) to make timely payments of original or variation margin, fees, cost, charges 
or fines to the SEF; or 

(3) to keep any books and records required by the SEF rules. 

(b) The Market Regulation Department, acting on behalf of the Chief Compliance 
Officer, will give notice of any fine imposed pursuant to this Rule to each Participant 
or Authorized Trader subject thereto. The notice will specify: 

(1) the violations of the SEF Rules for which the fine is being imposed; 

(2) the date of the violation for which the fine is being imposed; and, 

(3) the amount of the fine. 

(c) Within 20 days of serving the notice of fine, the Participant or Authorized Trader, as 
the case may be, must either pay or cause the payment of the fine. 

(d) The SEF will set the amount of any fines imposed pursuant to this Rule 6016, with 
the maximum fine for each violation not to exceed $5,000. Recurring violations 
will be subject to progressively larger fines. Summary imposition of fines pursuant to 
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this 6016 will not preclude the SEF from bringing any other action against the 
Participant (or any of its Supervised Persons). 

Rule 6017   Warning Letters 

The SEF authorizes the Market Regulation Department to issue a warning letter to a Person or 
entity under investigation or to recommend that a disciplinary committee take such an action. 
A warning letter issued in accordance with this Rule is not a penalty or an indication that a 
finding of a violation has been made. A copy of a warning letter issued by the Market 
Regulation Department will be included in the Investigation Report. No more than one warning 
letter for the same potential violation may be issued to the same Person or entity during a 
rolling 12-month period. 

Rule 6018    Summary Access Denial Actions 

(a) The Chief Compliance Officer, upon a good faith determination that there is a 
reasonable belief that such immediate action is necessary to protect the best interests of 
the SEF, may summarily suspend, revoke, limit, condition, restrict or qualify the 
Trading Privileges of a Participant or any Supervised Person, including denial of access 
to the SEF. 

(b) Non-Participants may be denied access to the SEF by the Chief Compliance Officer 
upon a good faith determination that there are substantial reasons to believe that such 
immediate action is necessary to protect the best interests of the SEF. 

(c) If practicable, a respondent must be served with a notice before the action is taken or 
otherwise at the earliest possible opportunity. The Notice must state the action taken, 
the reasons for the action, and the effective date, time and the duration of the action 
taken. The party shall be advised of his right to a hearing, as soon as reasonably 
practicable, before a Disciplinary Panel by filing notice of intent with the Market 
Regulation Department within ten (10) business days of the Notice date. 

Rule 6019    Rights and Responsibilities after Suspension or Termination 

(a) When a Participant’s or Authorized Trader’s Trading Privileges and/or ability to 
otherwise access the SEF are suspended for a period of 12 months or less, none of 
its rights (including the right to hold oneself out to the public as a Participant or 
Authorized Trader, enter Orders into the SEF and receive Participant rates for fees, 
costs, and charges and deposit margin at Participant levels) will apply during the 
period of the suspension, except for the right of the Participant or Authorized Trader 
in question to assert claims against others as provided in the SEF Rules. Any such 
suspension will not affect the rights of creditors under the SEF Rules or relieve the 
Participant or Authorized Trader in question of its, his or her obligations under the SEF 
Rules to perform any Swaps entered into before the suspension, or for any SEF fees, 
costs, or charges incurred during the suspension. The SEF may discipline a suspended 
Participant or Authorized Trader under this Section 7 for any violation of a Rule of 
the SEF or provision of Applicable Law committed by the Participant or Authorized 
Trader before, during or after the suspension. 
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(b) When a Participant’s or Authorized Trader’s Trading Privileges and/or ability to 
otherwise access the SEF are terminated, all of its related rights will terminate, except 
for the right of the Participant or Authorized Trader in question to assert claims 
against others, as provided in the SEF Rules. Any such termination will not affect the 
rights of creditors under the SEF Rules. 

(c) The SEF will not consider the application of a terminated Participant or 
Authorized Trader if such Participant or Authorized Trader, as the case may be, 
continues to fail to appear at disciplinary proceedings without good cause or continues 
to impede the progress of disciplinary proceedings. 

(d) A suspended or terminated Participant or Authorized Trader remains subject to the 
SEF Rules and the jurisdiction of the SEF for acts and omissions prior to the 
suspension of termination, and must cooperate in any inquiry, investigation, 
disciplinary proceeding, appeal of disciplinary proceedings, summary suspension or 
other summary action as if the suspended or terminated Participant or Authorized 
Trader still had Trading Privileges or ability to otherwise access the SEF. 

Rule 6020    Notice to the Respondent, the Regulatory Services Provider and the Public 

The SEF will provide written notice of disciplinary proceedings to the parties and the Regulatory 
Services Provider consistent with applicable CFTC regulations. Whenever the SEF suspends, 
expels, fines or otherwise disciplines, or denies any Person access to the SEF, the SEF will make 
the public disclosures required by CFTC regulations. 

Rule 6021    Costs 

(a) Regardless of the outcome of any disciplinary proceeding, the Disciplinary Panel may 
order a respondent to pay some or all of the costs associated with the disciplinary 
proceedings that the Disciplinary Panel believes were unnecessarily caused by the 
respondent. Costs may include costs associated with the inquiry or investigation, the 
prosecution by the Market Regulation Department, legal and professional assistance, 
the hearing and administrative and other expenses incurred by the Disciplinary Panel. 

(b) The Disciplinary Panel may only award costs against the SEF if the Panel concludes 
that the SEF has behaved in a manifestly unreasonable manner in the commencement 
or conduct of the disciplinary proceedings in question. The Disciplinary Panel must 
limit any award of costs against the SEF to an amount that the Panel concludes is 
reasonable and appropriate, but does not exceed the respondent’s costs for external 
legal or other external professional assistance. 

(c) The Disciplinary Panel may determine the amounts and allocation of costs in any 
manner it may deem appropriate. The SEF or the respondent will pay any costs ordered 
to be paid by it by the Disciplinary Panel within 30 Business Days of written notice of 
the amount imposed by the Disciplinary Panel. 
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Rule 6022   Ex Parte Communications 

A Person subject to a disciplinary proceeding or an appeal from a disciplinary proceeding 
(and any counsel or representative of such Person) and the Market Regulation Department 
(and any counsel or representative of the Market Regulation Department) shall not 
knowingly make or cause to be made an ex parte communication relevant to the merits of a 
disciplinary proceeding or an appeal from a disciplinary proceeding to any member of the 
Disciplinary Panel hearing such proceeding. 

Members of a Disciplinary Panel shall not knowingly make or cause to be made an ex 
parte communication relevant to the merits of a disciplinary proceeding or an appeal from a 
disciplinary proceeding to any Person subject to such proceeding (and any counsel or 
representative of such Person) and the Market Regulation Department (and any counsel 
or representative of the Market Regulation Department). 

Any Person who receives, makes or learns of any communication that is prohibited by this 
rule shall promptly give notice of such communication and any response thereto to the 
Market Regulation Department and all parties to the proceeding to which the communication 
relates. 

A Person shall not be deemed to have violated this rule if the Person refuses an 
attempted communication concerning the merits of a proceeding as soon as it becomes apparent 
the communication concerns the merits. 

Rule 6023    Indemnification 

(a) Each Participant shall indemnify and hold harmless the SEF and parent, including each 
of their respective subsidiaries and affiliates (collectively, the indemnified parties) and 
their officers, directors, employees, and agents, for any and all losses, damages, costs 
and expenses (including attorneys’ fees) incurred by the indemnified parties as a result 
(directly or indirectly) of such Participant’s violation or alleged violation of SEF Rules 
or Applicable Law. 

(b) Any charges arising out of this Rule shall be subject to liens relating to payment of 
dues, fines, contributions, charges and other indebtedness due to the SEF or parent as 
provided in Rule 3300. 

Rule 6024   Extension or Waiver of the SEF Rules 

If necessary and expedient, the Chief Compliance Officer may, in its sole discretion, waive, or 
extend the time period for performing, any act or acts designated by the SEF Rules, but only to 
the extent such waiver or extension is not inconsistent with the CEA or the CFTC regulations or 
other applicable regulations. 

Rule 6025    Effect of Amendment, Repeal or New Rule 

(a) If an amendment or repeal of a Rule or adoption of a new Rule does not materially 
change the terms or conditions of a Swap and does not affect the value of open Swaps, 
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then the effective date of any amendment or repeal of a Rule or adoption of a new 
Rule relating to Swaps is binding on all Swaps entered into before and after the 
effective date of such amendment, repeal or adoption. 

(b) If an amendment or repeal of a Rule or adoption of a new Rule materially changes the 
terms or conditions of a Swap or affects the value of open Swaps, then the 
amendment, repeal or new Rule is binding only on Swaps listed for trading after the 
effective date of such amendment, repeal or adoption, and Swaps listed as of the 
effective date of such amendment, repeal or adoption with no open positions then in 
existence, unless otherwise specifically provided by the Board. 

Rule 6026    Swap Contract Specifications 

(a) Notwithstanding any provision of the SEF Rules to the contrary, the Swap Specification 
with respect to a particular Swap shall govern the applicability of the SEF Rules to 
trading in such Swap and, in the event of any conflict between the SEF Rules and the 
Swap Specification, the Swap Specification shall govern with respect to trading in the 
relevant Swap. 

(b) The Swap Specification for each individual Swap may specify, among other things: 

(1) different classes of Participants eligible to trade such Swaps. Each such class 
of Participants shall have the rights and obligations specified by the Swap 
Specification for each such Swap; 

(2) whether such Swap may be settled via cash settlement, physical delivery of 
the underlying commodity, or by any other means, as applicable; and 

(3) the method for determining settlement prices. 

(c) Each Swap contract will be published by the SEF on its website. 

Rule 6027 Governing Law, Jurisdiction and Dispute Resolution 

(a) The law of the State of New York governs the SEF Rules regardless of the laws that 
would otherwise apply under applicable choice-of-law principles. 

(b) Any dispute between the SEF and a Participant arising from or in connection with the 
SEF Rules or use of the SEF must be brought to arbitration pursuant to subsection (c) 
of this Rule 6027 within one (1) year from the occurrence of the event giving rise to the 
dispute. This Rule 6027 shall in no way create a cause of action nor authorize an action 
that would otherwise be prohibited by the SEF Rules. 

(c) Any dispute between the SEF and a Participant arising from or in connection with the 
SEF Rules will be settled by arbitration administered in New York County, New York 
by the American Arbitration Association (the “AAA”) under its Commercial Arbitration 
SEF Rules. The dispute will be submitted to one arbitrator who will be appointed by the 
AAA. Any arbitrator appointed for purposes of this Rule 6027 will have experience with 
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and knowledge of commodities, derivatives and Swaps as listed on the National Roster 
of Arbitrators kept in the AAA’s records. Judgment on the award rendered by the 
arbitrator will be binding on the parties and may be entered in any state or federal court 
sitting in New York County, New York, and the SEF and each Participant shall be 
deemed to have consented to the personal jurisdiction of any such court. Each party to 
the dispute will bear its own costs and expenses in connection with any arbitration 
hereunder, as well as an equal share of the administrative fees and the fees of the 
arbitrator; provided, however, that the arbitrator will be entitled to include in any award 
a full reimbursement for the prevailing party’s costs and expenses, such party’s share of 
the administrative fees and the fees of the arbitrator, or any combination of any or all of 
the above. In the event that this Rule 708 is held to be unenforceable in connection with 
any dispute or a claim is deemed by a court of competent jurisdiction to be not 
arbitrable, (i) exclusive jurisdiction for any such dispute will reside in any state or 
federal court sitting in New York County, New York, (ii) the SEF and the Participant 
involved in the dispute will be presumed to have submitted to the personal jurisdiction 
of any such court, and (iii) an action to enforce any judgment or decision of such court 
may be brought in the same court or in any other court with jurisdiction or venue. 
Finally, all Participants unconditionally and irrevocably waive any and all right to trial 
by jury in connection with any such dispute. 

Rule 6028   Limitation of Liability, Indemnity 

(a) THE SEF, ITS DIRECTORS, OFFICERS, AFFILIATES, EMPLOYEES AND 
AGENTS (EACH A “RELATED PARTY” AND COLLECTIVELY “RELATED 
PARTIES”) HAVE NO LIABILITY, CONTINGENT OR OTHERWISE, TO 
PARTICIPANTS OR TO THIRD PARTIES, FOR THE CORRECTNESS, 
QUALITY, ACCURACY, SECURITY, COMPLETENESS, RELIABILITY, 
PERFORMANCE, TIMELINESS, PRICING OR CONTINUED AVAILABILITY 
OF THE SEF SERVICES OR FOR DELAYS OR OMISSIONS OF THE SEF 
SERVICES, OR FOR THE FAILURE OF ANY CONNECTION OR 
COMMUNICATION SERVICE TO PROVIDE OR MAINTAIN YOUR ACCESS TO 
THE SEF SERVICES, OR FOR ANY INTERRUPTION IN OR DISRUPTION OF A 
PARTICIPANT’S ACCESS OR ANY ERRONEOUS COMMUNICATIONS 
BETWEEN THE SEF AND A PARTICIPANT. THE SEF AND ITS RELATED 
PARTIES ARE NOT LIABLE FOR ANY SPECIAL, INDIRECT, INCIDENTAL OR 
CONSEQUENTIAL DAMAGES WHICH A PARTICIPANT MAY INCUR OR 
EXPERIENCE BECAUSE THE PARTICIPANT ENTERED INTO THESE TERMS 
OR RELIED ON THE SEF SERVICES, EVEN IF THE SEF KNOWS OF THE 
POSSIBILITY OF THOSE DAMAGES. THE SEF AND ITS RELATED PARTIES 
ARE NOT RESPONSIBLE FOR INFORMING A PARTICIPANT OF ANY 
DIFFICULTIES THE SEF OR OTHER THIRD PARTIES EXPERIENCE 
CONCERNING USE OF THE SEF SERVICES OR TO TAKE ANY ACTION IN 
CONNECTION WITH THOSE DIFFICULTIES. THE SEF AND ITS RELATED 
PARTIES ALSO HAVE NO DUTY OR OBLIGATION TO VERIFY, CORRECT, 
COMPLETE OR UPDATE ANY INFORMATION DISPLAYED IN THE SEF 
SERVICES. EACH PARTICIPANT IS SOLELY RESPONSIBLE FOR ANY LOSSES, 
DAMAGES OR COSTS RESULTING FROM THE PARTICIPANT’S RELIANCE 
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ON ANY DATA OR INFORMATION THAT THE SEF MAY PROVIDE IN 
CONNECTION WITH A PARTICIPANT’S USE OF THE SEF SERVICES. 

(b) THE SEF DOES NOT MAKE ANY RECOMMENDATION AS TO THE 
SUITABILITY OF ANY INVESTMENT OR PROPOSED TRANSACTION. EACH 
PARTICIPANT ACKNOWLEDGES THAT THE SEF WILL NOT, AND ARE 
UNDER NO DUTY TO, PROVIDE ADVICE IN RELATION TO ANY SUCH 
TRANSACTION OR PROPOSED TRANSACTION THROUGH ANY SEF 
SERVICE. Each Participant agrees that (i) the SEF Services are not and will not be 
the basis for any of investment decisions by a Participant and (ii) Participants are 
solely responsible for (A) any investment or trading decisions that the Participant 
makes with respect to the products available via any SEF Service and (B) 
determining whether any Transaction is suitable, appropriate or advisable for the 
Participant or Clients or Customers. Provision of the SEF Services does not make the 
SEF an advisor or fiduciary for a Participant, Clients or Customers. These Terms do 
not constitute an offer to sell or solicitation of an offer to buy securities or other 
Instruments. In addition, the SEF Services do not include any investment, financial, 
legal or tax advice which Participant may desire or need in connection with any 
Transaction. Participants are responsible for obtaining any legal or tax advice. 

(c) Each Participant indemnifies, protects, and holds harmless the SEF and Related 
Parties from and against any and all losses, liabilities, judgments, suits, actions, 
proceedings, claims, damages, costs (including attorney’s fees) (collectively, “Losses”) 
resulting from or arising out of the use of the SEF Services by the Participant or your 
Related Parties, including any breaches of the security of the SEF Services, and any 
claims that a Transaction was not suitable for or not authorized by a Customer or 
Client, caused directly or indirectly by the Participant or the Participant’s Related 
Parties except to the extent such Losses are due to our gross negligence or willful 
misconduct. 

(d) If a third party claims that the SEF Services infringe upon its patent copyright, or 
trade secret, or any similar intellectual property right, the SEF will defend the 
Participant against that claim at our expense and pay all damages that a court finally 
awards, provided that the Participant promptly notify the SEF in writing of the claim 
and cooperate with the SEF in the defense or any related settlement negotiations. The 
SEF shall have sole control over the defense and any negotiation for its settlement or 
compromise. If such a claim is made or is likely to be made, we shall, at the SEF’s 
sole option, have the right to take one or more of the following actions at no additional 
cost to the Participant: (i) procure the right for the Participant to continue the use of 
the SEF Services; (ii) replace the SEF Services with non-infringing software; or (iii) 
modify the SEF Services so as to be non-infringing. If the SEF determine that 
none of these alternatives is reasonably available, the Participant agrees to 
immediately terminate its use of the SEF Services on the SEF’s written request. 
However, the SEF has no obligation for any claim based on the SEF’s use of the 
SEF Services in any manner inconsistent with these Terms, Participant’s 
modification of the SEF Services or Participant’s combination, operation, or use of 
the SEF Services with any product, data, or apparatus not specified or provided by the 
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SEF, provided that such claim solely and necessarily is based on such combination, 
operation or use, or for continued allegedly infringing activity by the Participant after 
the Participant have been notified of possible infringement, unless approved in 
advance by the SEF. The foregoing represents the sole and exclusive remedy for 
Participants with regard to any of the above infringements or alleged infringements or 
any breach of our warranty in Section 6(b) hereof. 

(e) WITH THE EXCEPTION OF THE PROVISIONS OF Rule 6028(d), THE SEF’S 
LIABILITY AND THE COLLECTIVE LIABILITY OF THE SEF’S RELATED 
PARTIES AND THE THIRD PARTY SERVICE PROVIDERS SELECTED BY 
THE SEF, IF ANY, ARISING OUT OF ANY KIND OF LEGAL CLAIM 
(WHETHER IN CONTRACT, TORT, OR OTHERWISE) OR IN ANY WAY 
CONNECTED TO A PARTICIPANT’S USE OF THE SEF SERVICES WILL NOT 
EXCEED THE AMOUNT OF THE PROFIT WE RECEIVED ON THE SPECIFIC 
TRANSACTION GIVING RISE TO SUCH LEGAL CLAIM UNLESS CAUSED 
DIRECTLY BY THE SEF’S GROSS NEGLIGENCE OR WILLFUL MISCONDUCT. 

(f) None of the above will limit Participant’s rights and remedies under the state or 
federal securities laws. 
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SECTION 7 
EMERGENCIES 

Rule 7000   Emergency Actions 

(a) During an Emergency, the Board may implement temporary emergency procedures 
and rules (“Emergency Rules”), subject to the applicable provisions of the CEA and 
CFTC regulations. Emergency Rules may require or authorize the SEF, the Board, 
any committee of the Board, the Chief Executive Officer, or any other Officer to take 
Emergency Action necessary or appropriate to respond to the Emergency. If 
applicable, the SEF may provide for the carrying out of Emergency Actions through 
its agreements with its Regulatory Services Provider. 

(b) Before any Emergency Rule may be adopted and enforced, a required vote of the 
Board must approve the enforcement of such Emergency Rule at a duly convened 
meeting. Directors may attend such a meeting by teleconference. If the Chief 
Executive Officer determines that Emergency Rules must be implemented with 
respect to an Emergency before a meeting of the Board can reasonably be 
convened, then the Chief Executive Officer shall have the authority, without Board 
action, to implement any Emergency Rules with respect to such Emergency that he 
or she deems necessary or appropriate to respond to such Emergency. In such 
circumstances, the Chief Executive Officer must convene a meeting as soon as 
practicable thereafter. 

(c) Whenever the SEF, the Board, any committee of the Board, or the Chief 
Executive Officer takes actions necessary or appropriate to respond to an Emergency a 
duly authorized representative of the SEF, where possible, will post an 
announcement in a Notice to Participants. When the Board, any committee of the 
Board or the Chief Executive Officer determines that the Emergency has been reduced 
sufficiently to allow the SEF to resume normal functioning, any such actions 
responding to an Emergency will be terminated. 

(d) The SEF will use reasonable efforts to notify the CFTC prior to implementing, 
modifying or terminating an Emergency Rule. If such prior notification is not 
possible or practicable, the SEF will notify the CFTC as soon as possible or 
reasonably practicable but in all circumstances within twenty-four (24) hours of the 
implementation, modification or termination of such Emergency Rule. 

(e) Upon taking any action in response to an Emergency, the SEF will document the 
decision-making process related to such action. Such documentation will be kept for 
at least five (5) years following the date on which the Emergency ceases to exist or to 
affect the SEF, and all such documentation will be provided to the CFTC upon request 
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SECTION 8 
RECORDKEEPING AND REPORTING 

Rule 8000    Maintenance of Books and Records by the SEF 

(a) The SEF shall keep, or cause to be kept, complete and accurate books and records of all 
activities relating to its business, including complete audit trails for all Swaps executed 
on or otherwise subject to the rules of the SEF, investigatory files, disciplinary files and 
all books and records required to be maintained pursuant to the CEA and CFTC 
regulations. 

(b) The SEF shall retain all such books and records for a period of at least five (5) years, 
and shall make such books and records readily accessible via real-time electronic access 
for inspection by the CFTC and other regulators during the first two (2) years of this 
five-year period. 

Rule 8001    Order Information 

(a) Each Authorized Trader entering an Order with respect to any Swap traded on the 
SEF must include with the Order, without limitation: 

(1) the User ID; 

(2) the Participant ID; 

(3) the price or yield, quantity, maturity or expiration date; 

(4) the price and quantity of the Swap; 

(5) side of the Order; 

(6) the CTI code; 

(7) Trading Accounts and other relevant account(s); 

(8) the Legal Entity Identifier of the Participant placing the Order, if available; 

(9) a yes/no indication of whether the Participant or Client is a Swap Dealer 
with respect to the Swap with respect to which the Order is placed; 

(10) a yes/no indication of whether the Participant or Client is a Major Swap 
Participant with respect to the Swap with respect to which the Order is placed; 

(11) a yes/no indication of whether the Participant or Client is a Financial Entity; 

(12) a yes/no indication of whether the Participant or Client is a U.S. person; 

(13) an indication that a Swap is an inter-affiliate Swap that should not be subject 
to the real-time reporting requirements; or 
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(14) if the Swap will be allocated: 

(i) an indication that the Swap will be allocated; 

(ii) the Legal Entity Identifier of the Account Manager; 

(iii) account and Legal Entity Identifier for each Client that will receive 
allocations; 

(iv) an indication of whether the Swap is a post-allocation Swap; and 

(v) if the Swap is a post-allocation Swap, the unique Swap identifier of 
the original transaction between the Reporting Counterparty and the 
agent. 

Rule 8002    Participant Books and Records 

All Participants must keep, or cause to be kept, complete and accurate books and records as 
required by Applicable Law. Such books and records must include, without limitation, records of 
a Participant’s trading, including records of the Participant’s activity in the index or instrument 
used as a reference price, the underlying commodity and related derivatives markets. All 
Participants shall make such books and records available for inspection by a representative of the 
SEF or the Regulatory Service Provider and as otherwise required by Applicable Law. 

Rule 8003    Block Trades 

Transactions executed in accordance with Rule 4016, unless otherwise exempted by a Rule, 
must comply with the following recordkeeping requirements:  

(a) At the time of execution, every Order received from a Participant must be in the form 
of a written or electronic record and include an Order ticket meeting the 
requirements of Rule 8001 and a timestamp reflecting the date and time that such 
Order was received.  

(b) The record shall also include a timestamp reflecting the date and time that the Order was 
executed or cancelled. 

Rule 8004    Access to Position Information 

Without limiting any provision of these SEF Rules, the SEF and the Regulatory Service 
Provider, shall have the authority to obtain from any Participant information with respect to 
positions of such Participant or any Customer of such Participant. This authority shall include 
the authority to obtain information concerning positions maintained at other firms, and it shall 
be the obligation of a Participant receiving such an inquiry to obtain such information from its 
Customer. In the event a Participant fails to provide the requested information the SEF, in 
addition to any other remedy provided in these SEF Rules, may order that the Participant 
liquidate the positions that are related to the inquiry. 
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Rule 8005   Reporting to a Swap Data Repository 

(a) The SEF will report as soon as technologically practicable to a Swap Data Repository of 
its choosing all data required by CFTC regulations for each Swap executed on, or 
pursuant to the rules of, the SEF. 

(b) The Reporting Counterparty for each Swap shall be established pursuant to CFTC 
Regulation 45.8 and in accordance with compliant industry practice. 

(c) If the SEF cannot identify the Reporting Counterparty, the SEF will: 

(1) notify each counterparty, as soon as technologically practicable after execution 
of the Swap, that it cannot identify whether that counterparty is the Reporting 
Counterparty and, if applicable, that neither counterparty is a U.S. person; and 

(2) transmit to each counterparty the Legal Entity Identifier of the other 
counterparty 

Rule 8006   Timely Publication of Trading Information 

The SEF will publish trading information as required by Core Principle 9 of Part 37 and by 
Part 16 of the CFTC regulations. 
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