MarketAxess

COMPLIANCE WITH CORE PRINCIPLES

All references herein to “Rule” shall refer to a rule included in the MarketAxess SEF Corporation Rulebook, provided in Exhibit M to the MarketAxess SEF
Corporation Application for registration as a swap execution facility.

All references herein to “Question” shall refer to the response to a question in the Technology Questionnaire, provided in Exhibit V-1 to the MarketAxess SEF
Corporation Application for registration as a swap execution facility.

CORE PRINCIPLES

| MKTX SEF Compliance

| Relevant Exhibit(s)

Core Principle 1 (CEA 5h(f)(1)): Compliance with Core Principles

§ 37.100 Core Principle 1—Compliance with core principles.

(a) In general. To be registered, and maintain registration, as
a swap execution facility, the swap execution facility shall
comply with—

(1) The core principles described in section 5h of the
Act; and
(2) Any requirement that the Commission may impose

by rule or regulation pursuant to section 8a(5) of the Act.

(b) Reasonable discretion of a swap execution facility. Unless
otherwise determined by the Commission by rule or
regulation, a swap execution facility described in paragraph
(a) of this section shall have reasonable discretion in
establishing the manner in which the swap execution facility
complies with the core principles described in section 5h of
the Act.

The MarketAxess SEF Corporation (“ MKTX SEF”)
application illustrates how MKTX SEF will comply with
the Core Principles for swap execution facilities and
applicable CFTC rules.

Exhibit L — Core Principles Chart
Exhibit M — MarketAxess SEF Rulebook (“Rulebook”)

Exhibit N — User License Agreement; Regulatory Service
Provider Agreement; MKTX SEF Compliance Manual

Exhibit O — NFA Compliance Manual; MKTX SEF Policies

Core Principle 2 (CEA 5h(f)(2)): Compliance with Rules

§ 37.200 Core Principle 2—Compliance with rules.
A swap execution facility shall:

(a) Establish and enforce compliance with any rule of
the swap execution facility, including the terms and
conditions of the swaps traded or processed on or through
the swap execution facility and any limitation on access to
the swap execution facility;

The MarketAxess SEF Rulebook ("Rulebook") requires
all participants to comply with MKTX SEF rules and
obligations and establishes procedures to enforce its
rules. See Rule 401(d); Rulebook Chapter 7. The
MarketAxess SEF website shall set forth the terms and
conditions of swaps to be traded or processed on or
through MKTX SEF. See www.marketaxess.com. The
Rulebook requires participants to abide by the terms

Rule 401(d) (Requiring all participants to comply with the
MarketAxess SEF rules and obligations)

Chapter 7 (Disciplinary Rules)

www.marketaxess.com (Will set forth Terms and Conditions)
Rule 540 (Terms and Conditions)

Rule 301 (Criteria for Becoming a Participant Firm)

Rule 316 (Impartial Access)

Rule 718 (Summary Suspensions and Other Summary
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(b) Establish and enforce trading, trade processing,
and participation rules that will deter abuses and have the
capacity to detect, investigate, and enforce those rules,
including means to provide market participants with
impartial access to the market and to capture information
that may be used in establishing whether rule violations
have occurred;

(c) Establish rules governing the operation of the
facility, including rules specifying trading procedures to be
used in entering and executing orders traded or posted on
the facility, including block trades; and

(d) Provide by its rules that when a swap dealer or
major swap participant enters into or facilitates a swap that
is subject to the mandatory clearing requirement of section
2(h) of the Act, the swap dealer or major swap participant
shall be responsible for compliance with the mandatory
trading requirement under section 2(h)(8) of the Act.

and conditions of any swap traded or processed on or
through MKTX SEF. See Rule 540. The Rulebook
establishes, and MKTX SEF will impartially apply,
qualifications a participant must meet to access the
SEF. See Rule 316; 301. The Rulebook sets forth
procedures for impartially deciding whether to revoke,
suspend, limit, condition, restrict, or qualify access to
the SEF, including when the decision is made as part of
a disciplinary or emergency action taken by MKTX SEF.
See Rule 718.

MKTX SEF has established trading practices and
business conduct standards that apply to all
transactions on MKTX SEF and are designed to deter
abuses. See Rulebook Chapter 5; Rulebook Chapter 7.
MKTX SEF has the capacity to detect and investigate
rule violations. See Regulatory Services Agreement;
See Rules 216 and 702. MKTX SEF has the authority
capacity to enforce its rules. See Rulebook Chapter 7.

The Rulebook governs the operation of the facility,
including specifying the trading procedures to be used
in entering and executing orders traded or posted on
MKTX SEF, including block trades. See Rulebook
Chapters 5 and 6.

The Rulebook provides that when a swap dealer or
major swap participant enters into or facilitates a
swap that is subject to the mandatory clearing
requirement under CEA section 2(h), the swap dealer
or major swap participant shall be responsible for
complying with the mandatory trading requirement
under CEA section 2(h)(8). See Rule 514.

Actions)

Chapter 5 (Trading Practices and Business Conduct)

Chapter 7 (Disciplinary Rules)

Rule 216 (Services Agreement with a Regulatory Services
Provider)

Rule 702 (Inquiries and Investigation)

See compliance with Core Principle 5 (addressing MKTX SEF’s
ability to obtain information)

Exhibit N-1 -- Regulatory Services Agreement with NFA

Chapter 5 (Trading Practices and Business Conduct)
Chapter 6 (Privately Negotiated Transactions)

Rule 514 (Execution of Required Transactions)

§ 37.201 Operation of swap execution facility and
compliance with rules.

(a) A swap execution facility shall establish rules
governing the operation of the swap execution facility,

See compliance with 37.200(c) above.

See compliance with 37.200(c) above.
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including, but not limited to, rules specifying trading
procedures to be followed by members and market
participants when entering and executing orders traded or
posted on the swap execution facility, including block trades,
as defined in part 43 of this chapter, if offered.

(b) A swap execution facility shall establish and
impartially enforce compliance with the rules of the swap
execution facility, including, but not limited to—

(1) The terms and conditions of any swaps traded or
processed on or through the swap execution facility;

(2) Access to the swap execution facility;

(3) Trade practice rules;

(4) Audit trail requirements;

(5) Disciplinary rules; and

(6) Mandatory trading requirements.

MKTX SEF has rules regarding:
e  The terms and conditions of swaps traded or
processed on or through MKTX SEF; Rule
540; Rule 601
e  Access to MKTX SEF; See Rule 301; Rule 718
e Trade practices; See Rulebook Chapter 5
e Audit trail requirements; See Rule 214;
Disciplinary rules; See Rulebook Chapter 7
e  Mandatory trading requirements. See Rule
514.
MKTX SEF will impartially enforce those rules.

Rule 540 (Terms and Conditions)

Rule 601 (Block Trades)

Rule 301 (Criteria for Becoming a Participant Firm)

Rule 718 (Summary Suspensions and Other Summary
Actions)

Rulebook Chapter 5 (Trading Practices and Business Conduct)
Rule 214 (Maintenance of Books and Records)

Rule 514 (Execution of Required Transactions)

Rulebook Chapter 7 (Disciplinary Rules)

§37.202 Access requirements.

(a) Impartial access to markets and market services. A swap
execution facility shall provide any eligible contract
participant and any independent software vendor with
impartial access to its market(s) and market services,
including any indicative quote screens or any similar pricing
data displays, provided that the facility has:

(1) Criteria governing such access that are impartial,
transparent, and applied in a fair and nondiscriminatory
manner;

(2) Procedures whereby eligible contract participants
provide the swap execution facility with written or electronic
confirmation of their status as eligible contract participants,
as defined by the Act and Commission regulations, prior to
obtaining access; and

MKTX SEF provides eligible contract participants
impartial access to its market and market services.
See Rules 316, 301, and 404(b).

MKTX SEF's access criteria are transparent and
available in the Rulebook. See Rule 301. MKTX SEF will
apply access criteria in a fair and nondiscriminatory
manner. See Rule 316.

Each participant firm must represent to MKTX SEF that
it is an Eligible Contract Participant. See Rule
301(a)(1); See Section 2(b) of Schedule B of the User
License Agreement.

MKTX SEF provides comparable fee structures for

Rule 316 (Impartial Access)

Rule 301 (Criteria for Becoming a Participant Firm)
404(b) (Participant Requirements as Eligible Contract
Participants)

Rule 301 (Criteria for Becoming a Participant Firm)
Rule 316 (Impartial Access)

Rule 301(a)(1) (Requiring a participant firm to demonstrate
to MKTX SEF that it is an Eligible Contract Participant)
Exhibit N-2 — Schedule B of the User License Agreement,
Section 2(b) (Requiring a representation that the participant
is an ECP)

Exhibit K (Setting forth MKTX SEF fee structures)
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(3) Comparable fee structures for eligible contract
participants and independent software vendors receiving
comparable access to, or services from, the swap execution
facility.

(b) Jurisdiction. Prior to granting any eligible contract
participant access to its facilities, a swap execution facility
shall require that the eligible contract participant consent to
its jurisdiction.

(c) Limitations on access. A swap execution facility shall
establish and impartially enforce rules governing any
decision to allow, deny, suspend, or permanently bar eligible
contract participants’ access to the swap execution facility,
including when such decisions are made as part of a
disciplinary or emergency action taken by the swap
execution facility.

participants receiving comparable access to, or
services from, MKTX SEF. See Rule 305(d); Exhibit K.

MKTX SEF requires all participants to consent to MKTX
SEF's jurisdiction. See Rule 302(a)(5).

The Rulebook establishes procedures to impartially
decide to revoke, suspend, limit, condition, restrict, or
qualify access, including when the decision is made as
part of a disciplinary or emergency action taken by
MarketAxess. See Rule 718.

Rule 305(d) (ECPs and ISVs will have comparable fee
structures for comparable access or services)

Rule 302(a)(5) (Requiring a participant to consent to MKTX
SEF's jurisdiction)

Rule 718 (Summary Suspensions and Other Summary
Actions)

§37.203 Rule enforcement program.

A swap execution facility shall establish and enforce trading,
trade processing, and participation rules that will deter
abuses and it shall have the capacity to detect, investigate,
and enforce those rules.

(a) Abusive trading practices prohibited. A swap execution
facility shall prohibit abusive trading practices on its markets
by members and market participants. Swap execution
facilities that permit intermediation shall prohibit customer-
related abuses including, but not limited to, trading ahead of
customer orders, trading against customer orders,
accommodation trading, and improper cross trading. Specific
trading practices that shall be prohibited include front-
running, wash trading, pre-arranged trading (except for block
trades permitted by part 43 of this chapter or other types of
transactions certified to or approved by the Commission
pursuant to the procedures under part 40 of this chapter),
fraudulent trading, money passes, and any other trading
practices that a swap execution facility deems to be abusive.
A swap execution facility shall also prohibit any other
manipulative or disruptive trading practices prohibited by
the Act or by the Commission pursuant to Commission
regulation.

MKTX SEF prohibits abusive trading practices. See
Rulebook Chapter 5.

Specifically, MKTX SEF prohibits:

e  Trading ahead of customer orders; Rule
529(a)

e Trading against customer orders; Rule
529(b); Rule 520

e  Accommodation trading; Rule 529(c)

e Improper cross-trading; Rule 529(d)

e  Front-running; Rule 528

e  Wash trades; Rule 506

e  Pre-arranged trades; Rule 525

e  Fraudulent acts; Rule 505

e  Money passes; Rule 525(d)

. Fictitious, wash, or non-competitive
transactions; Rule 506

e  Market manipulation; Rule 508

e  Disruptive trading practices. Rule 509

See Chapter 5 (Trading Practices and Business Conduct)
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(b) Capacity to detect and investigate rule violations. A swap
execution facility shall have arrangements and resources for
effective enforcement of its rules. Such arrangements shall
include the authority to collect information and documents
on both a routine and non-routine basis, including the
authority to examine books and records kept by the swap
execution facility’s members and by persons under
investigation. A swap execution facility’s arrangements and
resources shall also facilitate the direct supervision of the
market and the analysis of data collected to determine
whether a rule violation has occurred.

(c) Compliance staff and resources. A swap execution facility
shall establish and maintain sufficient compliance staff and
resources to ensure that it can conduct effective audit trail
reviews, trade practice surveillance, market surveillance, and
real-time market monitoring. The swap execution facility’s
compliance staff shall also be sufficient to address unusual
market or trading events as they arise, and to conduct and
complete investigations in a timely manner, as set forth in

§ 37.203(f).

(d) Automated trade surveillance system. A swap execution
facility shall maintain an automated trade surveillance
system capable of detecting potential trade practice
violations. The automated trade surveillance system shall
load and process daily orders and trades no later than 24
hours after the completion of the trading day. The
automated trade surveillance system shall have the
capability to detect and flag specific trade execution patterns
and trade anomalies; compute, retain, and compare trading
statistics; compute trade gains, losses, and swap-equivalent
positions; reconstruct the sequence of market activity;
perform market analyses; and support system users to
perform in-depth analyses and ad hoc queries of trade-
related data.

(e) Real-time market monitoring. A swap execution facility
shall conduct real-time market monitoring of all trading

MKTX SEF can delegate to NFA, on an ad hoc basis, the
obligation to detect and investigate rule violations.
See Rule 216; Regulatory Services Agreement with
NFA.

MKTX has established and will maintain sufficient
compliance staff and resources. See Rule 210.

NFA will maintain an automated trade surveillance
system capable of detecting potential trade practice
violations. See Regulatory Services Agreement with
NFA.

MKTX SEF will conduct real-time market monitoring of
all trading activity on its system to identify disorderly
trading and any market or system anomalies. See

Rule 216 (Services Agreement with a Regulatory Services
Provider)
Exhibit N-1 Regulatory Services Agreement with NFA

Rule 210 (Compliance Staff and Resources)

Exhibit N-1 Regulatory Services Agreement with NFA

Exhibit N-3 (MKTX SEF Compliance Manual)
Exhibit O-2 (MKTX SEF in-house compliance functions)
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activity on its system(s) or platform(s) to identify disorderly
trading and any market or system anomalies. A swap
execution facility shall have the authority to adjust trade
prices or cancel trades when necessary to mitigate market
disrupting events caused by malfunctions in its system(s) or
platform(s) or errors in orders submitted by members and
market participants. Any trade price adjustments or trade
cancellations shall be transparent to the market and subject
to standards that are clear, fair, and publicly available.

(f) Investigations and investigation reports—

(1) Procedures. A swap execution facility shall
establish and maintain procedures that require its
compliance staff to conduct investigations of possible rule
violations. An investigation shall be commenced upon the
receipt of a request from Commission staff or upon the
discovery or receipt of information by the swap execution
facility that indicates a reasonable basis for finding that a
violation may have occurred or will occur.

(2) Timeliness. Each compliance staff investigation
shall be completed in a timely manner. Absent mitigating
factors, a timely manner is no later than 12 months after the
date that an investigation is opened. Mitigating factors that
may reasonably justify an investigation taking longer than 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 compliance staff.

(3) Investigation reports when a reasonable basis
exists for finding a violation. Compliance staff shall submit a
written investigation report for disciplinary action in every
instance in which compliance staff determines from
surveillance or from an investigation that a reasonable basis
exists for finding a rule violation. The investigation report
shall include the reason the investigation was initiated; a
summary of the complaint, if any; the relevant facts;
compliance staff’s analysis and conclusions; and a
recommendation as to whether disciplinary action should be
pursued.

(4) Investigation reports when no reasonable basis
exists for finding a violation. If after conducting an

Exhibit N-3; Exhibit O-2. MKTX SEF has the authority
to adjust trade prices or cancel trades when necessary
to mitigate market disrupting events caused by
malfunctions in it systems or platforms. See Rule 212;
Exhibit N-3.

The Market Regulation Department will investigate
any matter within MKTX SEF's jurisdiction of which it
becomes aware. See Rule 702(a). It will commence an
investigation upon receipt of a request by CFTC staff
or upon the discovery or receipt of information by
MKTX SEF that indicates a possible basis for finding
that a violation has occurred or may occur. See Rule
702(a).

Any investigation will be completed in a timely
manner in accordance with CFTC regulation
37.203(f)(2). See Rule 702(e).

The Market Regulation Department will maintain a log
of all investigations and their disposition. The Market
Regulation Department will prepare a written report
of each investigation, regardless of whether the
evidence gathered forms a reasonable basis to believe
that a violation has occurred or is about to occur. See
Rule 703(a). The report will include the reasons for
initiating the investigation (including a summary of the
complaint, if any), all relevant facts, the Market
Regulation Department staff's analysis and
conclusions, the participant's disciplinary history at
MKTX SEF, and the recommendation of the Market
Regulation Department. See Rule 703(b).

Rule 212 (Emergency Rules)

Rule 702(a) (Providing for the initiation of an investigation)
Rule 702(e) (Requiring an investigation to be completed in a
timely manner)

Rule 703(a) (Regarding written logs of investigations)
Rule 703(b) (Describing the substance of an investigative
report)
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investigation, compliance staff determines that no
reasonable basis exists for finding a rule violation, it

shall prepare a written report including the reason the
investigation was initiated; a summary of the complaint, if
any; the relevant facts; and compliance staff’s analysis and
conclusions.

(5) Warning letters. No more than one warning letter
may be issued to the same person or entity found to have
committed the same rule violation within a rolling twelve
month period.

(g) Additional sources for compliance. A swap execution
facility may refer to the guidance and/or acceptable
practices in Appendix B of this part to demonstrate to the
Commission compliance with the requirements of § 37.203.

No more than one warning letter for the same
potential violation may be issued to the same
participant during a rolling 12 month period. Rule
715(a)(7).

Rule 715(a)(7) (Limiting the number of times a warning letter
may be issued)

§37.204 Regulatory services provided by a third party.

(a) Use of regulatory service provider permitted. A
swap execution facility may choose to contract with a
registered futures association or another registered entity,
as such terms are defined under the Act, or the Financial
Industry Regulatory Authority (collectively, “regulatory
service providers”), for the provision of services to assist in
complying with the Act and Commission regulations
thereunder, as approved by the Commission. Any swap
execution facility that chooses to contract with a regulatory
service provider shall ensure that such provider has the
capacity and resources necessary to provide timely and
effective regulatory services, including adequate staff and
automated surveillance systems. A swap execution facility
shall at all times remain responsible for the performance of
any regulatory services received, for compliance with the
swap execution facility’s obligations under the Act and
Commission regulations, and for the regulatory service
provider’s performance on its behalf.

(b) Duty to supervise regulatory service provider. A
swap execution facility that elects to use the service of a
regulatory service provider shall retain sufficient compliance
staff to supervise the quality and effectiveness of the
regulatory services provided on its behalf. Compliance staff
of the swap execution facility shall hold regular meetings

NFA will provide regulatory services to MKTX SEF,
including trade practice surveillance, market
surveillance, real time monitoring, and enforcement of
audit trail and recordkeeping requirements. See NFA
Regulatory Service Agreement.

MKTX SEF shall remain responsible for the
performance of regulatory services received,
compliance with its obligations, and for NFA's
performance on its behalf. See Rule 216(c).

MKTX SEF shall retain sufficient compliance staff to
supervise the quality and effectiveness of the
regulatory services being provided by NFA. See Rule
216(c); Exhibit N-3.

Exhibit N-1 NFA Regulatory Services Agreement
Rule 216(c) (Describing MKTX SEF's supervision of a
regulatory services provider)

Rule 216(c) (Describing MKTX SEF's supervision of a
regulatory services provider)
Exhibit N-3 (MKTX SEF Compliance Manual)
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with the regulatory service provider to discuss ongoing
investigations, trading patterns, market participants, and any
other matters of regulatory concern. A swap execution
facility shall also conduct periodic reviews of the adequacy
and effectiveness of services provided on its behalf. Such
reviews shall be documented carefully and made available to
the Commission upon request.

(c) Regulatory decisions required from the swap
execution facility. A swap execution facility that elects to use
the service of a regulatory service provider shall retain
exclusive authority in all substantive decisions made by its
regulatory service provider, including, but not limited to,
decisions involving the cancellation of trades, the issuance of
disciplinary charges against members or market participants,
and denials of access to the trading platform for disciplinary
reasons. A swap execution facility shall document any
instances where its actions differ from those recommended
by its regulatory service provider, including the reasons for
the course of action recommended by the regulatory service
provider and the reasons why the swap execution facility
chose a different course of action.

MKTX SEF shall retain ultimate decision-making
authority with respect to any functions that are
contracted to the NFA and document where the
MarketAxess SEF's actions differ from NFA's

recommendation. See Rule 216(b); Exhibit N-3.

Rule 216(b) (Retaining ultimate decision-making authority)
Exhibit N-3 (MKTX SEF Compliance Manual)

§ 37.205 Audit trail.

A swap execution facility shall establish procedures to
capture and retain information that may be used in
establishing whether rule violations have occurred.

(a) Audit trail required. A swap execution facility shall
capture and retain all audit trail data necessary to detect,
investigate, and prevent customer and market abuses. Such
data shall be sufficient to reconstruct all indications of
interest, requests for quotes, orders, and trades within a
reasonable period of time and to provide evidence of any
violations of the rules of the swap execution facility. An
acceptable audit trail shall also permit the swap execution
facility to track a customer order from the time of receipt
through fill, allocation, or other disposition, and shall include
both order and trade data.

(b) Elements of an acceptable audit trail program—
(1) Original source documents. A swap execution facility’s
audit trail shall include original source documents. Original

MKTX SEF shall keep, or cause to be kept, complete
audit trails for all swaps executed on or subject to the
rules of MKTX SEF. See Rule 214(a); See Exhibit V
Response to Question 5(m)(3); Exhibit S.

MKTX SEF's audit trail will include original source
documents. See Exhibit S.

Rule 214 (Maintenance of Books and Records)

Exhibit V Question 5(m)(3)
Exhibit S (Discussion of how trading data will be maintained)

Exhibit S (Discussion of how trading data will be maintained)
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source documents include unalterable, sequentially-
identified records on which trade execution information is
originally recorded, whether recorded manually or
electronically. Records for customer orders (whether filled,
unfilled, or cancelled, each of which shall be retained or
electronically captured) shall reflect the terms of the order,
an account identifier that relates back to the account(s)
owner(s), the time of order entry, and the time of trade
execution. Swap execution facilities shall require that all
orders, indications of interest, and requests for quotes be
immediately captured in the audit trail.

(2) Transaction history database. A swap execution facility’s
audit trail program shall include an electronic transaction
history database. An adequate transaction history database
includes a history of all indications of interest, requests for
quotes, orders, and trades entered into a swap execution
facility’s trading system or platform, including all order
modifications and cancellations. An adequate transaction
history database also includes:

(i) All data that are input into the trade entry or
matching system for the transaction to match and clear;
(ii) The customer type indicator code;

(iii) Timing and sequencing data adequate to
reconstruct trading; and

(iv) Identification of each account to which fills are
allocated.

(3) Electronic analysis capability. A swap execution facility’s
audit trail program shall include electronic analysis capability
with respect to all audit trail data in the transaction history
database. Such electronic analysis capability shall ensure
that the swap execution facility has the ability to reconstruct
indications of interest, requests for quotes, orders, and
trades, and identify possible trading violations with respect
to both customer and market abuse.

(4) Safe storage capability. A swap execution facility’s audit
trail program shall include the capability to safely store all
audit trail data retained in its transaction history database.
Such safe storage capability shall include the capability to
store all data in the database in a manner that protects it
from unauthorized alteration, as well as from accidental

MKTX SEF's audit trail program shall include an
electronic history database. See Exhibit S.

MKTX SEF's audit trail program shall include electronic
analysis capability with respect to all audit trail data in
the transaction history database. See Exhibit S. MKTX
SEF will have the ability to reconstruct indications of
interest, requests for quotes, orders, and trades and
identify possible trading violations. See Exhibit O-2.
MKTX SEF will ensure that all audit trail information is
captured and securely stored for five years. See
Exhibit V Response to Question 5(m)(3).

MKTX SEF can safely store all audit trail data retained
in its transaction history database. See Exhibit V
Response to Question 5(m)(3).

Exhibit S (Discussion of how trading data will be maintained)

Exhibit S (Discussion of how trading data will be maintained)
Exhibit O-2 (MKTX SEF in-house compliance functions)
Exhibit V Question 5(m)(3)

Exhibit V Question 5(m)(3)
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erasure or other loss. Data shall be retained in accordance
with the recordkeeping requirements of Core Principle 10 for
swap execution facilities and the associated regulations in
subpart K of this part.

(c) Enforcement of audit trail requirements—(1) Annual
audit trail and recordkeeping reviews. A swap execution
facility shall enforce its audit trail and recordkeeping
requirements through at least annual reviews of all members
and persons and firms subject to the swap execution
facility’s recordkeeping rules to verify their compliance with
the swap execution facility’s audit trail and recordkeeping
requirements. Such reviews shall include, but are not limited
to, reviews of randomly selected samples of front-end audit
trail data for order routing systems; a review of the process
by which user identifications are assigned and user
identification records are maintained; a review of usage
patterns associated with user identifications to monitor for
violations of user identification rules; and reviews of account
numbers and customer type indicator codes in trade records
to test for accuracy and improper use.

(2) Enforcement program required. A swap execution facility
shall establish a program for effective enforcement of its
audit trail and recordkeeping requirements. An effective
program shall identify members and persons and firms
subject to the swap execution facility’s recordkeeping rules
that have failed to maintain high levels of compliance with
such requirements, and impose meaningful sanctions when
deficiencies are found. Sanctions shall be sufficient to deter
recidivist behavior. No more than one warning letter shall be
issued to the same person or entity found to have
committed the same violation of audit trail or recordkeeping
requirements within a rolling twelve month period.

NFA will enforce MKTX SEF's audit trail and
recordkeeping requirements through at least annual
reviews of all members subject to MKTX SEF's
recordkeeping requirements. See Exhibit N-1; Exhibit
N-3; Rule 210; Rulebook Chapter 7.

MKTX SEF will rely on NFA to enforce the MKTX SEF
audit trail and recordkeeping requirements. See
Exhibit N-1. MarketAxess SEF Corporation will impose
meaningful sanctions when deficiencies are found.
See Exhibit N-3; Rule 715. No more than one warning
letter shall be issued to the same person or entity
found to have committed the same violation of MKTX
SEF audit trail or recordkeeping requirements within a
rolling twelve month period. See Exhibit N-3; Rule
715(a)(7).

Exhibit N-1 Regulatory Services Agreement with NFA
Exhibit N-3 (MKTX SEF Compliance Manual)

Rule 210 (Compliance Staff and Resources)

Chapter 7 (Disciplinary Rules)

Exhibit N-1 — Regulatory Services Agreement with NFA
Exhibit N-3 (MKTX SEF Compliance Manual)
Rule 715 (Sanctions)

§ 37.206 Disciplinary procedures and sanctions.

A swap execution facility shall establish trading, trade
processing, and participation rules that will deter abuses and
have the capacity to enforce such rules through prompt and
effective disciplinary action, including suspension or
expulsion of members or market participants that violate the
rules of the swap execution facility.

The Rulebook establishes trading, trade processing,
and participation rules that will deter abuses. See
Rulebook Chapter 5. MKTX SEF has the capacity to
enforce those rules through prompt disciplinary
action. See Rulebook Chapter 7.

Chapter 5 (Trade Practices and Business Conduct)
Chapter 7 (Disciplinary Rules)
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(a) Enforcement staff. A swap execution facility shall
establish and maintain sufficient enforcement staff and
resources to effectively and promptly prosecute possible rule
violations within the disciplinary jurisdiction of the swap
execution facility.

(b) Disciplinary panels. A swap execution facility shall
establish one or more disciplinary panels that are authorized
to fulfill their obligations under the rules of this subpart.
Disciplinary panels shall meet the composition requirements
of part 40 of this chapter, and shall not include any members
of the swap execution facility’s compliance staff or any
person involved in adjudicating any other stage of the same
proceeding.

(c) Hearings. A swap execution facility shall adopt
rules that provide for the following minimum requirements
for any hearing:

(1) The hearing shall be fair, shall be conducted before
members of the disciplinary panel, and shall be promptly
convened after reasonable notice to the respondent; and

(2) If the respondent has requested a hearing, a copy
of the hearing shall be made and shall become a part of the
record of the proceeding. The record shall not be required to
be transcribed unless:

(i) The transcript is requested by Commission staff or
the respondent;

(ii) The decision is appealed pursuant to the rules of
the swap execution facility; or

(iii) The decision is reviewed by the Commission
pursuant to section 8c of the Act or part 9 of this chapter. In
all other instances, a summary record of a hearing is
permitted.

(d) Decisions. Promptly following a hearing conducted in
accordance with the rules of the swap execution facility, the
disciplinary panel shall render a written decision based upon
the weight of the evidence contained in the record of the
proceeding and shall provide a copy to the respondent. The
decision shall include:

(1) The notice of charges or a summary of the charges;

MKTX SEF has and will maintain sufficient
enforcement staff and resources to promptly
prosecute possible rule violations within its
disciplinary jurisdiction. See Rule 210.

MKTX SEF will establish one or more disciplinary
panels. See Rule 710. The disciplinary panel shall not
include the Chief Compliance Officer (“CCO”), any
employee of the Market Regulation Department, or
any person involved in adjudicating any other stage of
the same proceeding. See Rule 710(b).

After reasonable notice to each respondent, MKTX SEF
will promptly convene a fair hearing. See Rule 711(b)

MKTX SEF will arrange for any hearing conducted in
connection with disciplinary proceedings to be
recorded. See Rule 713(g). If the respondent requests
a copy of the recording, MKTX SEF may require the
respondent to pay the costs for transcribing the
recording of the hearing. See Rule 713(g).

As promptly as reasonable after a hearing, MKTX SEF
will issue a written order rendering its decision based
upon the weight of the evidence contained in the
record and serve a copy on the respondent and the
Market Regulation Department. See Rule 714(a); Rule
714(b). The order shall include all information
required by § 37.206(d). See Rule 714(b).

Rule 210 (Compliance Staff and Resources)

Rule 710 (Disciplinary Panel)

Rule 711 (Convening Hearings of Disciplinary Proceedings)

Rule 713(g) (Providing for all hearings to be recorded)

Rule 714 (Decision of a Hearing Panel)
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(2) The answer, if any, or a summary of the answer;
(3) A summary of the evidence produced at the
hearing or, where appropriate, incorporation by reference of
the investigation report;

(4) A statement of findings and conclusions with
respect to each charge, and a complete explanation of the
evidentiary and other basis for such findings and conclusions
with respect to each charge;

(5) An indication of each specific rule that the
respondent was found to have violated; and
(6) A declaration of all sanctions imposed against the

respondent, including the basis for such sanctions and the
effective date of such sanctions.

(e) Disciplinary sanctions. All disciplinary sanctions imposed
by a swap execution facility or its disciplinary panels shall be
commensurate with the violations committed and shall be
clearly sufficient to deter recidivism or similar violations by
other market participants. All disciplinary sanctions,
including sanctions imposed pursuant to an accepted
settlement offer, shall take into account the respondent’s
disciplinary history. In the event of demonstrated customer
harm, any disciplinary sanction shall also include full
customer restitution, except where the amount of
restitution or to whom it should be provided cannot be
reasonably determined.

(f) Warning letters. Where a rule violation is found to have
occurred, no more than one warning letter may be issued
per rolling twelve month period for the same violation.

(g) Additional sources for compliance. A swap execution
facility may refer to the guidance and/or acceptable
practices in Appendix B of this part to demonstrate to the
Commission compliance with the requirements of § 37.206.

MKTX SEF will impose sanctions commensurate with
the violations committed and sufficient to deter
recidivism or similar violations by other market
participants. See Rule 715. All sanctions shall take
into account the respondent's disciplinary history. See
Rule 715(a). In the event of demonstrated customer
harm, any sanction shall include full customer
restitution, except where the amount of restitution or
to whom it should be provided cannot be reasonably
determined. See Rule 715(a).

The Rulebook provides that no more than one warning
may be issued to the same participant for the same
violation in a rolling 12 month period. Rule 715(a)(7).

MKTX SEF provides the following additional
opportunities to participants:

Before a disciplinary proceeding, the Market
Regulation Department will prepare a notice of
charges. See Rule 706. A respondent may respond in
writing to a notice of charges within 20 days. See Rule
707. If a respondent does not timely answer a notice
of charges, that will be deemed an admission to the
allegations in such notice. See Rule 707(c).

Rule 715 (Sanctions)

Rule 715(a)(7) (Limiting the number of times a warning letter
may be issued)

Rule 706 (Notice of Charges)

Rule 707 (Answer to Notice of Charges)

Rule 701(d) (Providing right to representation)

Rule 709 (Settlements)

Rule 712 (Respondent Review of Evidence)

Rule 713 (Conducting Hearings of Disciplinary Proceedings)
Rule 714 (Decision of Hearing Panel)

Rule 718 (Summary Suspensions and Other Summary
Actions)
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Any participant may be represented by counsel or
another representative of its choosing during any
disciplinary action. See Rule 701(d).

A respondent may propose an offer of settlement at
any time. See Rule 709.

Before a hearing, each respondent will be given the
opportunity to review all books, records, documents,
papers, transcripts of testimony, and other tangible
evidence under the control of the MarketAxess SEF
that the Market Regulation Department will use to
support its allegations and proposed sanctions. See
Rule 712. At a hearing, the Market Regulation
Department will present its case to the hearing panel,
and the respondent may present evidence, call and
examine witnesses, and cross-examine witnesses
called by other parties. See Rule 713. All persons
within MKTX SEF's jurisdiction called as witnesses are
required to appear at the hearing and, where
applicable, produce evidence. See Rule 713(d). MKTX
SEF may summarily sanction any person within its
jurisdiction that impedes a hearing. See Rule 713(f).

As promptly as reasonable after a hearing, the hearing
panel will issue a written order. See Rule 714(a).

The MarketAxess SEF may take summary action
against a participant if the participant's activities are
not in the best interests of the MarketAxess SEF or the
marketplace. See Rule 718.

Core Principle 3 (CEA 5h(f)(3)): Swaps Not Readily Susceptible

to Manipulation

§ 37.300 Core Principle 3—Swaps not readily susceptible to
manipulation.

The swap execution facility shall permit trading only in swaps
that are not readily susceptible to manipulation.

MKTX SEF will only list broad-based index credit
default swaps that identify as a reference price a
reliable third-party index. See Exhibit O-3.

Any cash settled swaps will be settled based on a
reference price that is publicly available on a timely
basis. See Exhibit O-3. Such swaps will not be subject
to manipulation or distortion. See Exhibit O-3.

MKTX SEF will not list swaps that are settled by

Exhibit O-3 (MKTX SEF Policy Regarding the Listing of Swaps)
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physical delivery. See Exhibit O-3.

§ 37.301 General requirements.

To demonstrate to the Commission compliance with the
requirements of § 37.300, a swap execution facility shall, at
the time it submits a new swap contract in advance to the
Commission pursuant to part 40 of this chapter, provide the
applicable information as set forth in Appendix C to part 38
of this chapter—Demonstration of Compliance That a
Contract is not Readily Susceptible to Manipulation. A swap
execution facility may also refer to the guidance and/or
acceptable practices in Appendix B of this part.

Pursuant to CFTC Rule 37.4, MKTX SEF shall submit a
swap's terms and conditions to the CFTC prior to
offering the swap for the CFTC's approval or
certification. See Exhibit O-3.

MKTX SEF will only list broad-based index credit
default swaps that identify as a reference price a
reliable third-party index. See Exhibit O-3.

Exhibit O-3 (MKTX SEF Policy Regarding the Listing of Swaps)

Core Principle 4 (CEA 5h(f)(4)): Monitoring of Trading and Tra

de Processing

§ 37.400 Core Principle 4—Monitoring of trading and trade
processing.

The swap execution facility shall:

(a) Establish and enforce rules or terms and conditions
defining, or specifications detailing:

(1) Trading procedures to be used in entering and
executing orders traded on or through the facilities of the
swap execution facility; and

(2) Procedures for trade processing of swaps on or
through the facilities of the swap execution facility; and

(b) Monitor trading in swaps to prevent manipulation, price
distortion, and disruptions of the delivery or cash settlement
process through surveillance, compliance, and disciplinary
practices and procedures, including methods for conducting
real-time monitoring of trading and comprehensive and
accurate trade reconstructions.

The trading procedures are set forth in Rule 538.

MKTX SEF will comply with requirements set forth by
the DCOs and FCMs with respect to swaps to be
cleared. MKTX SEF will process trades on uncleared
swaps as described in Exhibit O-2.

MKTX SEF will conduct, or cause to be conducted, real-
time monitoring to prevent manipulation, price
distortion, and disruptions of the delivery or cash
settlement process. See Exhibits N-1; N-3; and O-2.
NFA will provide monitoring on a T+1 basis. See
Regulatory Services Agreement with NFA. MKTX SEF
has the ability to create comprehensive and accurate
trade reconstructions. See Exhibit O-2. The
MarketAxess SEF disciplines Participants that have
violated its trading practices. See Chapter 7.

Rule 538 (The MarketAxess SEF Trading System)

Exhibit O-2 (MKTX SEF in-house compliance functions)

Exhibit N-1 — Regulatory Services Agreement with NFA
Exhibit N-3 (MKTX SEF Compliance Manual)
Exhibit O-2 (MKTX SEF in-house compliance functions)

§ 37.401 General requirements.

A swap execution facility shall:

(a) Collect and evaluate data on its market
participants’ market activity on an ongoing basis in order to
detect and prevent manipulation, price distortions, and,

MKTX SEF will cause data on its market participants'
market activity to be collected and evaluated on an
ongoing basis. See Regulatory Service Agreement with

Exhibit N-1 - Regulatory Service Agreement with NFA
Rule 214(e) (Maintenance of Books and Records)
Exhibit O-2 (MKTX SEF in-house compliance functions)
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where possible, disruptions of the physical-delivery or cash-
settlement process;

(b) Monitor and evaluate general market data in order
to detect and prevent manipulative activity that would result
in the failure of the market price to reflect the normal forces
of supply and demand;

(c) Demonstrate an effective program for conducting
real-time monitoring of trading for the purpose of detecting
and resolving abnormalities; and

(d) Demonstrate the ability to comprehensively and
accurately reconstruct daily trading activity for the purpose
of detecting instances or threats of manipulation, price
distortion, and disruptions.

NFA; Rule 214(e); Exhibit O-2.

MKTX SEF will cause general market data to be
evaluated to detect and prevent manipulative activity.
See Regulatory Service Agreement with NFA; Exhibit
0-2.

MKTX SEF will conduct, or cause to be conducted, real-
time trade monitoring. See Exhibit O-2.

MKTX SEF is able to comprehensively and accurately
reconstruct daily trading activity to detect
manipulation, price distortion, and disruptions. See
Exhibit N-1; Exhibit O-2.

§ 37.402 Additional requirements for physical-delivery
swaps.

For physical-delivery swaps, the swap execution facility shall
demonstrate that it:

(a) Monitors a swap’s terms and conditions as they
relate to the underlying commodity market; and
(b) Monitors the availability of the supply of the

commodity specified by the delivery requirements of the
swap.

MKTX SEF will not list swaps that are settled by
physical delivery. See Exhibit O-3.

Exhibit O-3 (MKTX SEF Policy Regarding the Listing of Swaps)

§37.403 Additional requirements for cash-settled swaps.

(a) For cash-settled swaps, the swap execution facility
shall demonstrate that it monitors the pricing of the
reference price used to determine cash flows or settlement;

(b) For cash-settled swaps listed on the swap
execution facility where the reference price is formulated
and computed by the swap execution facility, the swap
execution facility shall demonstrate that it monitors the

Any cash settled swaps will be settled based on a
reference price that is a reliable third-party index and
for which pricing information is publicly available on a
timely basis. See Exhibit O-3. MKTX SEF will conduct
due diligence on an ongoing basis to ensure the
reference price of the third-party indices on which the
listed broad-based index credit default swaps are
based are not susceptible to manipulation. See Exhibit
0-3.

MKTX SEF will not formulate or compute the reference
price. See Exhibit O-3.

Exhibit O-3 (MKTX SEF Policy Regarding the Listing of Swaps)
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continued appropriateness of its methodology for deriving
that price; and

(c) For cash-settled swaps listed on the swap
execution facility where the reference price relies on a third-
party index or instrument, including an index or instrument
traded on another venue, the swap execution facility shall
demonstrate that it monitors the continued appropriateness
of the index or instrument.

See response to §37.403(a).

§37.404 Ability to obtain information.

(a) A swap execution facility shall demonstrate that it
has access to sufficient information to assess whether
trading in swaps listed on its market, in the index or
instrument used as a reference price, or in the underlying
commodity for its listed swaps is being used to affect prices
on its market.

(b) A swap execution facility shall have rules that
require its market participants to keep records of their
trading, including records of their activity in the index or
instrument used as a reference price, the underlying
commodity, and related derivatives markets, and make such
records available, upon request, to the swap execution
facility or, if applicable, to its regulatory service provider, and
the Commission.

MKTX SEF can obtain position and trading information
of its market participants directly from the market
participants. See Rule 214(e).

MKTX SEF requires participants to keep records of
activity in the index or instrument used as a reference
price and related derivatives markets and make such
records available, upon request, to MKTX SEF, NFA,
and the CFTC. See Rule 214(e).

Rule 214(e) (Maintenance of Books and Records)

§ 37.405 Risk controls for trading.

The swap execution facility shall establish and maintain risk
control mechanisms to prevent and reduce the potential risk
of market disruptions, including, but not limited to, market
restrictions that pause or halt trading under market
conditions prescribed by the swap execution facility.

To prevent and reduce the potential risk of market
disruptions in the event of an emergency, MKTX SEF
can suspend or curtail trading. See Rule 212(a)(1).

MKTX has the ability to pause or halt trading for the
purpose of preventing market disruptions or price
distortions or in response to a request to do so from
the CFTC or an FCM. See Rule 541.

Rule 212(a)(1) (Emergency Rules)
Rule 541 (Trading Pauses and Halts)

§ 37.406 Trade reconstruction.

The swap execution facility shall have the ability to
comprehensively and accurately reconstruct all trading on its
facility. All audit-trail data and reconstructions shall be made
available to the Commission in a form, manner, and time
that is acceptable to the Commission.

MKTX SEF can comprehensively and accurately
reconstruct all trading on its facility. See Exhibit O-2.
All audit trail data and reconstructions shall be made
available to the CFTC in a form and manner acceptable
to the CFTC. See Rule 214(d).

Exhibit O-2 (MKTX SEF in-house compliance functions)
Rule 214(d) (Requiring reports to be in a form and manner
acceptable to the CFTC)

§ 37.407 Regulatory service provider.
A swap execution facility shall comply with the regulations in
this subpart through a dedicated regulatory department or

MKTX SEF has contracted with NFA to be its regulatory
service provider pursuant to § 37.204. See Rule 216;
Regulatory Services Agreement with NFA.

Rule 216 (Services Agreement with a Regulatory Services
Provider)
Exhibit N-1 Regulatory Services Agreement with NFA
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by contracting with a regulatory service provider pursuant to
§37.204.

§ 37.408 Additional sources for compliance.

A swap execution facility may refer to the guidance and/or
acceptable practices in Appendix B of this part to
demonstrate to the Commission compliance with the
requirements of § 37.400.

Core Principle 5 (CEA 5h(f)(5)): Ability to Obtain Information

§ 37.500 Core Principle 5—Ability to obtain information.
The swap execution facility shall:

(a) Establish and enforce rules that will allow the
facility to obtain any necessary information to perform any
of the functions described in section 5h of the Act;

(b) Provide the information to the Commission on
request; and

(c) Have the capacity to carry out such international
information-sharing agreements as the Commission may
require.

The Rulebook requires participants to maintain, or to
cause to be maintained, books and records and to
make the books and records available for inspection
by the SEF, CFTC or DOJ. See Rules 214(d) and (e);
401(o0); 403(a).

Upon request, MKTX SEF will provide to the CFTC such
information as required to be provided pursuant to
the CEA or CFTC regulations. See Rules 214(d) and (e);
Rule 213(j).

MarketAxess may also enter into other arrangements,
including international information-sharing
agreements, as the Commission may require. See Rule
215(b).

Rule 401(o) (Requiring participants to keep complete and
accurate books and records)

Rule 403(a) (Permitting the MKTX SEF to inspect a
Participant's books and records)

Rule 214(d) (Requiring MKTX SEF to provide to the CFTC
information required to be provided by the CEA or CFTC
regulations)

Rule 214(e) (Maintenance of Books and Records)

Rule 213(j) (Permitting MKTX SEF to share non-public data
with the CFTC and CFTC registered SROs when necessary for
regulatory purposes)

Rule 215(b) (Permitting MKTX SEF to enter into information-
sharing agreements with foreign regulatory authorities)

§ 37.501 Establish and enforce rules.

A swap execution facility shall establish and enforce rules
that will allow the swap execution facility to have the ability
and authority to obtain sufficient information to allow it to
fully perform its operational, risk management, governance,
and regulatory functions and any requirements under this
part, including the capacity to carry out international
information-sharing agreements as the Commission may
require.

The Rulebook authorizes MKTX SEF to obtain sufficient
information to allow it to fully perform its duties. See
Rule 215; Rule 401(0); Rule 403; Rule 702(c); 717(a)(3);
Rule 214(e).

Rule 215 (Information-Sharing Agreements)

Rule 401(o) (Requiring participants to keep books and
records)

Rule 403 (Inspections by the MarketAxess SEF)

Rule 702(c) (Obligating participants to produce records)
Rule 717(a)(3) (Authorizing imposition of fines for failing to
keep requisite books and records)

Rule 214(e) (Maintenance of Books and Records)

§ 37.502 Collection of information.

A swap execution facility shall have rules that allow it to
collect information on a routine basis, allow for the
collection of non-routine data from its market participants,
and allow for its examination of books and records kept by
the market participants on its facility.

The Rulebook requires participants to keep books and
records and keep those books and records available
for inspection by MKTX SEF, the CFTC, and the DO..
See Rule 213(j); Rule 214; Rule 401(o); Rule 403; Rule
702(c)(2).

Rule 214 (Maintenance of Books and Records)

Rule 213(j) (Permitting MKTX SEF to share non-public data
with the CFTC and CFTC registered SROs when necessary for
regulatory purposes)

Rule 401(o) (Requiring participants to keep books and
records)
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Rule 403 (Inspections by the MarketAxess SEF)
Rule 702(c)(2) (Obligating participants to produce records)

§ 37.503 Provide information to the Commission.

A swap execution facility shall provide information in its
possession to the Commission upon request, in a form and
manner that the Commission approves.

See response to 37.500(b) above.

See response to 37.500(b) above.

§ 37.504 Information-sharing agreements.

A swap execution facility shall share information with other
regulatory organizations, data repositories, and third-party
data reporting services as required by the Commission or as
otherwise necessary and appropriate to fulfill its self-
regulatory and reporting responsibilities. Appropriate
information-sharing agreements can be established with
such entities or the Commission can act in conjunction with
the swap execution facility to carry out such information
sharing.

MKTX SEF may enter into information sharing
agreements with any person including, without
limitation, the CFTC, the NFA, any SRO market, any
clearing organization, or any foreign regulatory
authority if MKTX SEF considers such arrangement to
be in furtherance of MKTX SEF’s purpose or duties
under the Rules (as defined in Rule 101) or applicable
law. See Rule 215.

Rule 215 (Information-Sharing Agreements)

Core Principle 6 (CEA 5h(f)(6)): Position Limits or Accountability

§ 37.600 Core Principle 6—Position limits or accountability.
(a) In general. To reduce the potential threat of
market manipulation or congestion, especially during trading
in the delivery month, a swap execution facility that is a
trading facility shall adopt for each of the contracts of the
facility, as is necessary and appropriate, position limitations
or position accountability for speculators.

(b) Position limits. For any contract that is subject to a
position limitation established by the Commission pursuant
to section 4a(a) of the Act, the swap execution facility shall:

(1) Set its position limitation at a level no higher than
the Commission limitation; and
(2) Monitor positions established on or through the

swap execution facility for compliance with the limit set by
the Commission and the limit, if any, set by the swap
execution facility.

MKTX SEF will establish and enforce, as is necessary
and appropriate, position accountability levels for
swaps that trade on its SEF. See Rule 531.

MKTX SEF has reserved the authority to adopt
speculative position limits, as is necessary and
appropriate. See Rule 530(a).

MKTX SEF will monitor positions established on or
through the MKTX SEF for compliance with the limit
set by the CFTC and the limit, if any, set by MKTX SEF.
See Rule 530(b)(2).

Rule 530 (Position Limits and Exemptions)
Rule 531 (Position Accountability)

§ 37.601 Additional sources for compliance.

Until such time that compliance is required under part 151 of
this chapter, a swap execution facility may refer to the
guidance and/or acceptable practices in Appendix B of this
part to demonstrate to the Commission compliance with the
requirements of § 37.600.

See response to § 37.600 immediately above.

Core Principle 7: Financial Integrity of Transactions

§ 37.700 Core Principle 7—Financial integrity of transactions.
The swap execution facility shall establish and enforce rules

See response to § 37.701 and § 37.702 below.

See response to § 37.701 and § 37.702 below.
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and procedures for ensuring the financial integrity of swaps
entered on or through the facilities of the swap execution
facility, including the clearance and settlement of the swaps
pursuant to section 2(h)(1) of the Act.

§ 37.701 Required clearing.

Transactions executed on or through the swap execution
facility that are required to be cleared under section
2(h)(1)(A) of the Act or are voluntarily cleared by the
counterparties shall be cleared through a Commission-
registered derivatives clearing organization, or a derivatives
clearing organization that the Commission has determined is
exempt from registration.

All MKTX SEF swaps subject to the clearing mandate
under CEA 2(h)(1) and all MKTX SEF swaps that are
voluntarily cleared will be cleared through a DCO that
is CFTC-registered or exempt from such registration.
See Rule 901.

Rule 901 (Clearing of Swaps);

§ 37.702 General financial integrity.

A swap execution facility shall provide for the financial
integrity of its transactions:

(a) By establishing minimum financial standards for its
members, which shall, at a minimum, require that members
qualify as an eligible contract participant as defined in
section 1a(18) of the Act;

(b) For transactions cleared by a derivatives clearing
organization:
(1) By ensuring that the swap execution facility has the

capacity to route transactions to the derivatives clearing
organization in a manner acceptable to the derivatives
clearing organization for purposes of clearing and;

(2) By coordinating with each derivatives clearing
organization to which it submits transactions for clearing, in
the development of rules and procedures to facilitate
prompt and efficient transaction processing in accordance
with the requirements of § 39.12(b)(7) of this chapter.

MKTX SEF requires each participant and customer of a
participant to be, and to remain, an eligible contract
participant. See Rules 301, 407, and 404(b). MKTX
SEF further requires its participant firms to be and to
remain of good reputation and business integrity and
to maintain adequate financial resources and credit.
See Rule 301.

MKTX SEF has the capacity to route transactions to a
DCO in a manner acceptable to the DCO for purposes
of clearing. See Rule 901. MKTX SEF will coordinate
with each DCO to which it submits transactions for
clearing, in the development of rules and procedures

to ensure prompt and efficient transaction processing.

See Rule 901.

Rule 301 (Criteria for Becoming a Participant Firm)

Rule 407 (Customers)

Rule 404(b) (Requiring each Participant to be and remain an
eligible contract participant)

Rule 901 (Clearing of Swaps)

§37.703 Monitoring for financial soundness.

A swap execution facility shall monitor its members to
ensure that they continue to qualify as eligible contract
participants as defined in section 1a(18) of the Act.

See response to § 37.702 immediately above.
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Core Principle 8: Emergency Authority

§ 37.800 Core Principle 8—Emergency authority.

The swap execution facility shall adopt rules to provide for
the exercise of emergency authority, in consultation or
cooperation with the Commission, as is necessary and
appropriate, including the authority to liquidate or transfer
open positions in any swap or to suspend or curtail trading in
a swap.

MKTX SEF has adopted rules that provide for the
exercise of emergency authority, in consultation or
cooperation with the Commission, as is necessary and
appropriate, including the authority to order the
liquidation or transfer of open positions in any swap or
to suspend or curtail trading in a swap. See Rules 212
and 101.

Rule 212 (Emergency Rules)
Rule 101 (defining Emergency)

§ 37.801 Additional sources for compliance.

A swap execution facility may refer to the guidance and/or
acceptable practices in Appendix B of this part to
demonstrate to the Commission compliance with the
requirements of § 37.800.

See response to § 37.800 immediately above.

In addition, the Rulebook provides for procedures and
guidelines for decision-making and implementation of
emergency intervention that avoids conflicts of
interest. See rule 213.

Rule 213 (Conflicts of Interest and Misuse of Material, Non-
Public Information)

Core Principle 9: Timely Publication of Trading Information

§ 37.900 Core Principle 9—Timely publication of trading
information.

(a) In general. The swap execution facility shall make
public timely information on price, trading volume, and
other trading data on swaps to the extent prescribed by the
Commission.

(b) Capacity of swap execution facility. The swap
execution facility shall be required to have the capacity to
electronically capture and transmit trade information with
respect to transactions executed on the facility.

MKTX SEF will transmit swap transaction and pricing
data to a swap data repository registered with the
CFTC as soon as technologically practicable after a
publicly reportable swap transaction has been
executed on or pursuant to the rules of MKTX SEF in
accordance with CFTC Rule 43.3(b)(1). See Rule 533.

MKTX SEF has the capacity to electronically capture
and transmit trade information with respect to
transactions executed on MKTX SEF. See Exhibit S.

Rule 533 (SDR Reporting)

Exhibit S (Discussion of how trading data will be maintained)

§ 37.901 General requirements.
With respect to swaps traded on or through a swap
execution facility, each swap execution facility shall:

(a) Report specified swap data as provided under part
43 and part 45 of this chapter; and

(b) Meet the requirements of part 16 of this chapter.

MKTX SEF will report all data as required by parts 43
and 45 of the CFTC's regulations. See Rule 533.

MKTX SEF will record and report all data required by
part 16 of the CFTC's regulations. See Rule 532.

Rule 533 (SDR Reporting)

Rule 532 (Publication of Market Data)

Core Principle 10: Recordkeeping and Reporting

§ 37.1000 Core Principle 10— Recordkeeping and reporting.
(a) In general. A swap execution facility shall:

MKTX SEF will keep, or cause to be kept, complete and
accurate books and records of all activities relating to

Rule 214 (Maintenance of Books and Records)
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(1) Maintain records of all activities relating to the
business of the facility, including a complete audit trail, in a
form and manner acceptable to the Commission for a period
of five years;

(2) Report to the Commission, in a form and manner
acceptable to the Commission, such information as the
Commission determines to be necessary or appropriate for
the Commission to perform the duties of the Commission
under the Act; and

(3) Keep any such records relating to swaps defined in
section 1a(47)(A)(v) of the Act open to inspection and
examination by the Securities and Exchange Commission.

(b) Requirements. The Commission shall adopt data
collection and reporting requirements for swap execution
facilities that are comparable to corresponding requirements
for derivatives clearing organizations and swap data
repositories.

the business of MKTX SEF, including complete audit
trails, for at least five years and will make such books
and records readily accessible for inspection during
the first two years of such five year period. See Rules
214(a) and (b).

MKTX SEF will report to the CFTC in a form and
manner acceptable to the CFTC, information required
by the CEA or CFTC regulations. See Rule 214(d).

MKTX SEF will keep, or cause to be kept, records
relating to security-based swap agreements open to
inspection and examination by the SEC. See Rule
214(c).

§ 37.1001 Recordkeeping.

A swap execution facility shall maintain records of all
activities relating to the business of the facility, in a form and
manner acceptable to the Commission, for a period of at
least five years. A swap execution facility shall maintain such
records, including a complete audit trail for all swaps
executed on or subject to the rules of the swap execution
facility, investigatory files, and disciplinary files, in
accordance with the requirements of § 1.31 and part 45 of
this chapter.

See response to 37.1000 immediately above.

See response to 37.1000 immediately above.

Core Principle 11: Antitrust Considerations

§37.1100 Core Principle 11—Antitrust considerations.
Unless necessary or appropriate to achieve the purposes of
the Act, the swap execution facility shall not:

(a) Adopt any rules or take any actions that result in
any unreasonable restraint of trade; or
(b) Impose any material

anticompetitive burden on trading or clearing.

MKTX SEF is independent and is not affiliated with any
DCO, DCM, other SEF or SDR.

MKTX SEF has not adopted any rules or taken any
actions that result in any unreasonable restraint of
trade.

MKTX SEF has not imposed any material
anticompetitive burden on trading or clearing.

§ 37.1101 Additional sources for compliance.
A swap execution facility may refer to the guidance and/or
acceptable practices in Appendix B of this part to

See response to 37.1100 immediately above.
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demonstrate to the Commission compliance with the
requirements of § 37.1100.

Core Principle 12: Conflicts of Interest

§ 37.1200 Core Principle 12—Conflicts of interest.

The swap execution facility shall:

(a) Establish and enforce rules to minimize conflicts of
interest in its decision-making process; and

(b) Establish a process for resolving the conflicts of
interest.

Rules 209(b)(4) and 213 minimize conflicts of interest
in decision-making processes and establish a process
for identifying and resolving conflicts of interest.

Rule 202 requires that has elected for at least 35% of
the MKTX SEF Board be composed of public directors.
See Rule 202.

The Regulatory Oversight Committee shall resolve any
conflicts of interest that may arise involving the Chief
Compliance Officer. See Rule 208(d)(3).

Rule 209(b)(4) (Providing that the CCO shall have a duty to
resolve certain conflicts of interest that may arise)

Rule 213 (Conflicts of Interest and Misuse of Material, Non-
Public Information)

Rule 202 (Board)

Rule 208(d)(3) (Conflicts of Interest involving the CCO)

Core Principle 13: Financial Resources

§ 37.1300 Core Principle 13—Financial resources.

(a) In general. The swap execution facility shall have
adequate financial, operational, and managerial resources to
discharge each responsibility of the swap execution facility.

(b) Determination of resource adequacy. The financial
resources of a swap execution facility shall be considered to
be adequate if the value of the financial resources exceeds
the total amount that would enable the swap execution
facility to cover the operating costs of the swap execution
facility for a one-year period, as calculated on a rolling basis.

MKTX SEF is adequately capitalized and has adequate
financial, operational, and managerial resources to
discharge each of its responsibilities. See Exhibits I-1
and I-2.

MKTX SEF's resources exceed, and will continue to
exceed, its operating costs for a one-year period
(calculated on a rolling basis). See Exhibits I-1 and I-2.

Exhibits I-1 and 2 (pro forma financial statements and
accompanying narrative)

§ 37.1301 General requirements.

(a) A swap execution facility shall maintain financial
resources sufficient to enable it to perform its functions in
compliance with the core principles set forth in section 5h of
the Act.

(b) An entity that operates as both a swap execution
facility and a derivatives clearing organization shall also
comply with the financial resource requirements of § 39.11
of this chapter.

(c) Financial resources shall be considered sufficient if
their value is at least equal to a total amount that would
enable the swap execution facility to cover its operating
costs for a period of at least one year, calculated on a rolling

See response to § 37.1300 above.

(MKTX SEF is not a DCO.)

See response to § 37.1300 above.
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basis.

§ 37.1302 Types of financial resources.

Financial resources available to satisfy the requirements of §
37.1301 may include:

(a) The swap execution facility’s own capital, meaning
its assets minus its liabilities calculated in accordance with
U.S. generally accepted accounting principles; and

(b) Any other financial resource deemed acceptable by
the Commission.

MKTX SEF will rely upon MKTX SEF's own capital to
satisfy the requirements of § 37.1301. See Exhibits I-1
and I-2.

Exhibits I-1 and I-2 (pro forma financial statements and
accompanying narrative)

§ 37.1303 Computation of projected operating costs to meet
financial resource requirement.

A swap execution facility shall, each fiscal quarter, make a
reasonable calculation of its projected operating costs over a
twelve-month period in order to determine the amount
needed to meet the requirements of § 37.1301. The swap
execution facility shall have reasonable discretion in
determining the methodology used to compute such
projected operating costs. The Commission may review the
methodology and require changes as appropriate.

Each quarter, MKTX SEF will make a reasonable
calculation of its projected operating costs over a
twelve-month period to determine the amount of
financial resources needed to meet the requirements
of § 37.1301. See Exhibit I-2.

Exhibit I-2 (pro forma financial statements and accompanying
narrative)

§37.1304 Valuation of financial resources.

No less than each fiscal quarter, a swap execution facility
shall compute the current market value of each financial
resource used to meet its obligations under § 37.1301.
Reductions in value to reflect market and credit risk
(“haircuts”) shall be applied as appropriate.

For information on the financial resources used and
requisite valuation thereof, please see Exhibits I-1 and
1-2.

Exhibits I-1 and I-2 (pro forma financial statements and
accompanying narrative)

§37.1305 Liquidity of financial resources.

The financial resources allocated by the swap execution
facility to meet the requirements of § 37.1301 shall include
unencumbered, liquid financial assets (i.e., cash and/or
highly liquid securities) equal to at least six months’
operating costs. If any portion of such financial resources is
not sufficiently liquid, the swap execution facility may take
into account a committed line of credit or similar facility for
the purpose of meeting this requirement.

The financial resources allocated by MKTX SEF to meet
the requirements of § 37.1301 include sufficient
unencumbered, liquid financial assets. See Exhibits I-1
and I-2.

Exhibits I-1 and I-2 (pro forma financial statements and
accompanying narrative)

§37.1306 Reporting to the Commission.

(a) Each fiscal quarter, or at any time upon Commission
request, a swap execution facility shall:
(1) Report to the Commission:

(i) The amount of financial resources necessary to
meet the requirements of § 37.1301; and
(ii) The value of each financial resource available,

MKTX SEF will provide reports to the CFTC as required
by § 37.1306. See Exhibit O-4. Such reports shall
include the statements and documentation as
prescribed in § 37.1306. See Exhibit O-4.

Exhibit O-4 (MKTX SEF Policy Regarding Reporting to the
CFTC)
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computed in accordance with the requirements of §
37.1304;

(2) Provide the Commission with a financial statement,
including the balance sheet, income statement, and
statement of cash flows of the swap execution facility or of
its parent company;

(b) The calculations required by paragraph (a) of this section
shall be made as of the last business day of the swap
execution facility’s fiscal quarter.

(c) The swap execution facility shall provide the Commission
with:

(1) Sufficient documentation explaining the
methodology used to compute its financial requirements
under § 37.1301;

(2) Sufficient documentation explaining the basis for
its determinations regarding the valuation and liquidity
requirements set forth in §§ 37.1304 and 37.1305; and

(3) Copies of any agreements establishing or
amending a credit facility, insurance coverage, or other
arrangement evidencing or otherwise supporting the swap
execution facility’s conclusions.

(d) The reports required by this section shall be filed not
later than 40 calendar days after the end of the swap
execution facility’s first three fiscal quarters, and not later
than 60 calendar days after the end of the swap execution
facility’s fourth fiscal quarter, or at such later time as the
Commission may permit, in its discretion, upon request by
the swap execution facility.

§ 37.1307 Delegation of authority.

(a) The Commission hereby delegates, until it orders
otherwise, to the Director of the Division of Market
Oversight or such other employee or employees as the
Director may designate from time to time, authority to:

(1) Determine whether a particular financial resource
under § 37.1302 may be used to satisfy the requirements of
§37.1301;

(2) Review and make changes to the methodology
used to compute projected operating costs under § 37.1303;
(3) Request reports, in addition to fiscal quarter
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reports, under § 37.1306(a); and

(4) Grant an extension of time to file fiscal quarter
reports under § 37.1306(d).

(b) The Director may submit to the Commission for its
consideration any matter that has been delegated in this
section. Nothing in this section prohibits the Commission, at
its election, from exercising the authority delegated in this
section.

Core Principle 14: System Safeguards

§ 37.1400 Core Principle 14—System safeguards.

The swap execution facility shall:

(a) Establish and maintain a program of risk analysis and
oversight to identify and minimize sources of operational
risk, through the development of appropriate controls and
procedures, and automated systems, that:

(1) Are reliable and secure; and

(2) Have adequate scalable capacity;

(b) Establish and maintain emergency procedures, backup
facilities, and a plan for disaster recovery that allow for:

(1) The timely recovery and resumption of operations;
and
(2) The fulfillment of the

responsibilities and obligations of the swap execution
facility; and

(c) Periodically conduct tests to verify that the backup
resources of the swap execution facility are sufficient to
ensure continued:

(1) Order processing and trade matching;

(2) Price reporting;

(3) Market surveillance; and

(4) Maintenance of a comprehensive and accurate
audit trail.

MarketAxess has established and will maintain a
program of risk analysis and oversight to identify and
minimize sources of operational risk. See Exhibit V
Response to Question 2.

MarketAxess has established and will maintain
emergency procedures, backup facilities, and a plan
for disaster recovery. See Exhibit V Response to
Question 7(d); Response to Question 8.

MarketAxess will periodically conduct tests to verify
that its backup resources are sufficient. See Exhibit V
Response to Question 8(q); Response to Question 8(s);
Response to Question 8(t).

Exhibit V-1 Technology Questionnaire
Question 2

Question 7(d)
Question 8

Question 8(q)
Question 8(s)
Question 8(t)

§ 37.1401 Requirements.

(a) A swap execution facility’s program of risk analysis and
oversight with respect to its operations and automated
systems shall address each of the following categories of risk
analysis and oversight:

(1) Information security;

(2) Business continuity-disaster recovery planning and

MKTX SEF's risk analysis and oversight program
addresses the categories enumerated in CFTC
regulation 37.1401(a).
e Information Security: See Exhibit V Response
to Question 5.
e  Business continuity-disaster recovery

Question 5
Question 8
Question 1(a)

1126961.01

25




CORE PRINCIPLES MKTX SEF Compliance Relevant Exhibit(s)
resources; planning and resources: See Exhibit V Question 4(a)

(3) Capacity and performance planning; Response to Question 8. Question 7

(4) Systems operations; e  Capacity and performance planning: See Question 2(d)(4)
(5) Systems development and quality assurance; and Exhibit V Response to Question 1(a); Question 3

(6) Physical security and environmental controls. Response to Question 4(a); Response to Question 2(d)(2)

(b) A swap execution facility shall maintain a business
continuity-disaster recovery plan and resources, emergency
procedures, and backup facilities sufficient to enable timely
recovery and resumption of its operations and resumption of
its ongoing fulfillment of its responsibilities and obligations
as a swap execution facility following any disruption of its
operations. Such responsibilities and obligations include,
without limitation, order processing and trade matching;
transmission of matched orders to a designated clearing
organization for clearing, where appropriate; price reporting;
market surveillance; and maintenance of a comprehensive
audit trail. The swap execution facility’s business continuity-
disaster recovery plan and resources generally should enable
resumption of trading and clearing of swaps executed on the
swap execution facility during the next business day
following the disruption. Swap execution facilities
determined by the Commission to be critical financial
markets pursuant to Appendix E to part 40 of this chapter
are subject to more stringent requirements in this regard, set
forth in § 40.9 of this chapter.

(c) A swap execution facility that is not determined by the
Commission to be a critical financial market satisfies the

Question 7.
e Systems operations: See Exhibit V Response
to Question 2(d)(4); Response to Question 3.

e  Systems development and quality assurance:

See Exhibit V Response to Question 2(d)(2);
Response to Question 3(b); Response to
Question 4.

e Physical security and environmental
controls: See Exhibit V Response to Question
6; Response to Question 2(d)(6).

MKTX SEF will maintain a business continuity-disaster
recovery plan and resources, emergency procedures,
and backup facilities sufficient to be able to resume
its operations and resume its ongoing fulfillment of its
responsibilities and obligations during the next
business day following any disruption of its
operations. See Exhibit V Response to Question 8.

MKTX SEF will maintain infrastructure and personnel
resources of its own that are sufficient to ensure
timely recovery and resumption of its operations and

Question 3(b)
Question 4
Question 6
Question 2(d)(6)

Question 8

Question 8
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requirement to be able to resume its operations and resume
its ongoing fulfillment of its responsibilities and obligations
during the next business day following any disruption of its
operations by maintaining either:

(1) Infrastructure and personnel resources of its own
that are sufficient to ensure timely recovery and resumption
of its operations and resumption of its ongoing fulfillment of
its responsibilities and obligations as a swap execution
facility following any disruption of its operations; or

(2) Contractual arrangements with other swap
execution facilities or disaster recovery service providers, as
appropriate, that are sufficient to ensure continued trading
and clearing of swaps executed on the swap execution
facility, and ongoing fulfillment of all of the swap execution
facility’s responsibilities and obligations with respect to such
swaps, in the event that a disruption renders the swap
execution facility temporarily or permanently unable to
satisfy this requirement on its own behalf.

(d) A swap execution facility shall notify Commission staff
promptly of all:

(1) Electronic trading halts and material system
malfunctions;

(2) Cyber security incidents or targeted threats that
actually or potentially jeopardize automated system
operation, reliability, security, or capacity; and

(3) Activations of the swap execution facility’s
business continuity-disaster recovery plan.

(e) A swap execution facility shall provide Commission staff
timely advance notice of all material:

(1) Planned changes to automated systems that may
impact the reliability, security, or adequate scalable capacity
of such systems; and

(2) Planned changes to the swap execution facility’s
program of risk analysis and oversight.

(f) A swap execution facility shall provide to the Commission,
upon request, current copies of its business continuity-
disaster recovery plan and other emergency procedures, its
assessments of its operational risks, and other documents
requested by Commission staff for the purpose of

resumption of its ongoing fulfillment of its
responsibilities and obligations as a swap execution
facility following any disruption of its operations See
Exhibit V Response to Question 8.

MKTX SEF will notify CFTC staff promptly upon the
occurrence of any event enumerated in CFTC
regulation 37.1401(d). See Exhibit O-2.

MKTX SEF will provide CFTC staff timely advance
notice of all material planned changes to MKTX SEF's
(i) automated systems that may impact the reliability,
security, or adequate scalable capacity of such
systems, and (ii) program of risk analysis and
oversight. See Exhibit O-2.

MKTX SEF will provide to the CFTC documents
requested by CFTC staff for the purpose of maintaining
a current profile of MKTX SEF's automated systems.
See Exhibit V Response to Question 8.

Exhibit O-2 (MKTX SEF in-house compliance functions)

Exhibit O-2 (MKTX SEF in-house compliance functions)

Question 8
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maintaining a current profile of the swap execution facility’s
automated systems.

(g) A swap execution facility shall conduct regular,
periodic, objective testing and review of its automated
systems to ensure that they are reliable, secure, and have
adequate scalable capacity. A swap execution facility shall
also conduct regular, periodic testing and review of its
business continuity-disaster recovery capabilities. Pursuant
to Core Principle 10 under section 5h of the Act
(Recordkeeping and Reporting) and §§ 37.1000 through
37.1001, the swap execution facility shall keep records of all
such tests, and make all test results available to the
Commission upon request.

(h) Part 40 of this chapter governs the obligations of
those registered entities that the Commission has
determined to be critical financial markets, with respect to
maintenance and geographic dispersal of disaster recovery
resources sufficient to meet a same-day recovery time
objective in the event of a wide-scale disruption. Section
40.9 establishes the requirements for core principle
compliance in that respect.

MKTX SEF will conduct regular, periodic, objective
testing and review of its automated systems. See
Exhibit V Response to Question 3(b)(1); Response to
Question 3(c)(4); Response to Question 3(e)(5);
Response to Question 5(k); Response to Question 6(b);
Response to Question 7; Response to Question 8(f);
Response to Question 8(q). MKTX SEF will keep
records of such tests, and make the results available to
the CFTC upon request. See Rule 214.

Question 3(b)(1)

Question 3(c)(4)

Question 3(e)(5)

Question 5(k)

Question 6(b)

Question 7

Question 8(f)

Question 8(q)

Rule 214 (Maintenance of Books and Records)

Core Principle 15: Designation of Chief Compliance Officer

§ 37.1500 Core Principle 15—Designation of chief
compliance officer.

(a) In general. Each swap execution facility shall designate an
individual to serve as a chief compliance officer.

(b) Duties. The chief compliance officer shall:
(1) Report directly to the board or to the senior officer
of the facility;

(2) Review compliance with the core principles in this
subsection;

The Rulebook requires the Board of Directors to
appoint a CCO. See Rule 209(a).

The CCO shall report to the Chief Executive Officer.
See Rule 209(d)(1).

The CCO shall oversee, review, and reasonably ensure
MKTX SEF's compliance with the CEA and CFTC
regulations, including the core principles for SEFs. See
Rule 209(b)(3).

Rule 209 (Chief Compliance Officer)
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(3) In consultation with the board of the facility, a
body performing a function similar to that of a board, or the
senior officer of the facility, resolve any conflicts of interest
that may arise;

(4) Be responsible for establishing and administering
the policies and procedures required to be established
pursuant to this section;

(5) Ensure compliance with the Act and the rules and
regulations issued under the Act, including rules prescribed
by the Commission pursuant to section 5h of the Act; and

(6) Establish procedures for the remediation of
noncompliance issues found during compliance office
reviews, look backs, internal or external audit findings, self-
reported errors, or through validated complaints.

(c) Requirements for procedures. In establishing procedures
under paragraph (b)(6) of this section, the chief compliance
officer shall design the procedures to establish the handling,
management response, remediation, retesting, and closing
of noncompliance issues.

(d) Annual reports—(1) In general. In accordance with rules
prescribed by the Commission, the chief compliance officer
shall annually prepare and sign a report that contains a
description of:

(i) The compliance of the swap execution facility with
the Act; and

(ii) The policies and procedures, including the code of
ethics and conflict of interest policies, of the swap execution
facility.

(2) Requirements. The chief compliance officer shall:

(i) Submit each report described in paragraph (d)(1)

of this section with the appropriate financial report of the
swap execution facility that is required to be submitted to
the Commission pursuant to section 5h of the Act; and

(ii) Include in the report a certification that, under
penalty of law, the report is accurate and complete.

In consultation with the Chief Executive Officer and
the Regulatory Oversight Committee, the CCO shall
resolve conflicts of interest. See Rule 209(b)(4).

The CCO is responsible for establishing and
administering the requisite policies and procedures.
See Rule 209(b)(2).

The CCO will oversee, review, and reasonably ensure
MKTX SEF's compliance with the CEA and CFTC
regulations. See Rule 209(b)(3).

The CCO will establish procedures for the remediation
of noncompliance issues identified by the CCO through
a compliance office review, look back, internal or
external audit finding, self-reported error, or through
validated complaint. See Rule 209(b)(5)(i).

The CCO will establish and administer procedures
addressing the handling, management response,
remediation, retesting, and closing of noncompliance
issues. See Rule 209(b)(5)(ii).

The CCO shall prepare and sign an annual compliance
report as prescribed in CEA Section 5h(f)(15) and
submit it to the Board of Directors and the CFTC. See
Rule 209(d)(4).
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§ 37.1501 Chief compliance officer.

(a) Definition of board of directors. For purposes of this part,
the term “board of directors” means the board of directors
of a swap execution facility, or for those swap execution
facilities whose organizational structure does not include a
board of directors, a body performing a function similar to a
board of directors.

(b) Designation and qualifications of chief compliance
officer—

(1) Chief compliance officer required. Each swap execution
facility shall establish the position of chief compliance officer
and designate an individual to serve in that capacity.

(i) The position of chief compliance officer shall carry
with it the authority and resources to develop and enforce
policies and procedures necessary to fulfill the duties set
forth for chief compliance officers in the Act and Commission
regulations.

(ii) The chief compliance officer shall have supervisory
authority over all staff acting at the direction of the chief
compliance officer.

(2) Qualifications of chief compliance officer. The individual
designated to serve as chief compliance officer shall have the
background and skills appropriate for fulfilling the
responsibilities of the position. No individual disqualified
from registration pursuant to sections 8a(2) or 8a(3) of the
Act may serve as a chief compliance officer.

(c) Appointment, supervision, and removal of chief
compliance office—

(1) Appointment and compensation of chief compliance
officer.

(i) A swap execution facility’s chief compliance officer shall
be appointed by its board of directors or senior officer. A
swap execution facility shall notify the Commission within
two business days of appointing any new chief compliance
officer, whether interim or permanent.

(ii) The board of directors or the senior officer shall
approve the compensation of the chief compliance officer.

See Rule 101 (defining "Board").

The Rulebook requires the Board of Directors to
appoint a CCO. See Rule 209(a)(1).

The CCO has the authority to fulfill the duties set forth
in the CEA and CFTC regulations, as described above in
connection with 37.1500.

The CCO shall have supervisory authority over all staff
acting at his direction. See Rule 209; Rule 210.

The Rulebook requires the Board of Directors to
appoint a CCO that the Board has determined has the
background and skills appropriate for fulfilling the
responsibilities of the position. See Rule 209(a)(1). No
individual disqualified from registration pursuant to
sections 8a(2) or 8a(3) of the Act may serve as a CCO.
See Rule 204(b)(8).

The Rulebook provides that the Board of Directors will
appoint the CCO of MKTX SEF and approve his
compensation. See Rule 209(a). Rule 209(a)(4)
provides that MKTX will notify the CFTC within 2
business days of appointing any new CCO.

The CCO shall meet with the Board of Directors at
least annually and shall meet with the Regulatory
Oversight Committee at least quarterly. See Rule
209(d).

Rule 101 (Definitions)

Rule 209 (Chief Compliance Officer)

Rule 210 (Compliance Staff and Resources)

Rule 204 (Qualifications of Directors, Disciplinary Panel
Members, Appeal Panel Members, Committee Members,
Owners and Officers)

Rule 214 (Maintenance of Books and Records)
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(iii) The chief compliance officer shall meet with the
board of directors at least annually and the regulatory
oversight committee at least quarterly.

(iv) The chief compliance officer shall provide any
information regarding the swap execution facility’s self-
regulatory program that is requested by the board of
directors or the regulatory oversight committee.

(2) Supervision of chief compliance officer. A swap
execution facility’s chief compliance officer shall report
directly to the board of directors or to the senior officer of
the swap execution facility, at the swap execution facility’s
discretion.

(3) Removal of chief compliance officer.

(i) Removal of a swap execution facility’s chief compliance
officer shall require the approval of a majority of the swap
execution facility’s board of directors. If the swap execution
facility does not have a board of directors, then the chief
compliance officer may be removed by the senior officer of
the swap execution facility.

(ii) The swap execution facility shall notify the Commission of
such removal within two business days.

(d) Duties of chief compliance officer. The chief compliance
officer’s duties shall include, but are not limited to, the
following:

(1) Overseeing and reviewing the swap execution
facility’s compliance with section 5h of the Act and any
related rules adopted by the Commission;

(2) In consultation with the board of directors, a body
performing a function similar to the board of directors, or
the senior officer of the swap execution facility, resolving
any conflicts of interest that may arise, including:

(i) Conflicts between business considerations and
compliance requirements;
(ii) Conflicts between business considerations and the

requirement that the swap execution facility provide fair,
open, and impartial access as set forth in § 37.202; and;
(iii) Conflicts between a swap execution facility’s
management and members of the board of directors;

The CCO shall provide the Board of Directors or the
Regulatory Oversight Committee information
regarding MKTX SEF's self-regulatory program upon
request. See Rule 209(d)(3).

The CCO shall report to the Chief Executive Officer of
MKTX SEF. See Rule 209(d)(1).

Only the Board of Directors may remove the CCO
which shall require the approval by a majority of the
Board, and MKTX SEF must notify the CFTC of such
removal within two business days. See Rules 209(a)(3)
and (4).

The Rulebook sets forth the duties of the CCO, which
include all of the duties enumerated in CFTC
regulation 37.1501(d). See Rule 209(b).
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(3) Establishing and administering written policies and
procedures reasonably designed to prevent violations of the
Act and the rules of the Commission;

(4) Taking reasonable steps to ensure compliance with
the Act and the rules of the Commission;
(5) 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;

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

(7) Establishing and administering a compliance
manual designed to promote compliance with the applicable
laws, rules, and regulations and a written code of ethics
designed to prevent ethical violations and to promote
honesty and ethical conduct;

(8) Supervising the swap execution facility’s self-
regulatory program with respect to trade practice
surveillance; market surveillance; real-time market
monitoring; compliance with audit trail requirements;
enforcement and disciplinary proceedings; audits,
examinations, and other regulatory responsibilities with
respect to members and market participants (including
ensuring compliance with, if applicable, financial integrity,
financial reporting, sales practice, recordkeeping, and other
requirements); and

(9) Supervising the effectiveness and sufficiency of any
regulatory services provided to the swap execution facility by
a regulatory service provider in accordance with § 37.204.

(e) Preparation of annual compliance report. The chief
compliance officer shall, not less than annually, prepare and
sign an annual compliance report that, at a minimum,
contains the following information covering the time period
since the date on which the swap execution facility became
registered with the Commission or since the end of the
period covered by a previously filed annual compliance
report, as applicable:

(1) A description of the swap execution facility’s
written policies and procedures, including the code of ethics

The CCO must prepare an annual compliance report as
prescribed in CFTC regulation 37.1501(e). See Rule
209(d)(4).
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and conflict of interest policies;

(2) A review of applicable Commission regulations and
each subsection and core principle of section 5h of the Act,
that, with respect to each:

(i) Identifies the policies and procedures that are designed to
ensure compliance with each subsection and core principle,
including each duty specified in section 5h(f)(15)(B) of the
Act;

(ii) Provides a self-assessment as to the effectiveness
of these policies and procedures; and
(iii) Discusses areas for improvement and recommends

potential or prospective changes or improvements to its
compliance program and resources;

(3) A list of any material changes to compliance
policies and procedures since the last annual compliance
report;

(4) A description of the financial, managerial, and
operational resources set aside for compliance with respect
to the Act and Commission regulations, including a
description of the swap execution facility’s self-regulatory
program’s staffing and structure, a catalogue of
investigations and disciplinary actions taken since the last
annual compliance report, and a review of the performance
of disciplinary committees and panels;

(5) A description of any material compliance matters,
including noncompliance issues identified through a
compliance office review, look-back, internal or external
audit finding, self-reported error, or validated complaint, and
an explanation of how they were resolved; and

(6) A certification by the chief compliance officer that,
to the best of his or her knowledge and reasonable belief,
and under penalty of law, the annual compliance report is
accurate and complete.

(f) Submission of annual compliance report.

(1) Prior to submission to the Commission, the chief
compliance officer shall provide the annual compliance
report to the board of directors of the swap execution
facility for its review. If the swap execution facility does not
have a board of directors, then the annual compliance report
shall be provided to the senior officer for his or her review.
Members of the board of directors and the senior officer

The CCO must submit an annual compliance report to
the Board of Directors and the CFTC as prescribed in
CFTC regulation 37.1501(f). See Rule 209(d)(4).
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shall not require the chief compliance officer to make any
changes to the report. Submission of the report to the board
of directors or the senior officer, and any subsequent
discussion of the report, shall be recorded in board minutes
or a similar written record, as evidence of compliance with
this requirement.

(2) The annual compliance report shall be submitted
electronically to the Commission not later than 60 calendar
days after the end of the swap execution facility’s fiscal year,
concurrently with the filing of the fourth fiscal quarter
financial report pursuant to § 37.1306.

(3) Promptly upon discovery of any material error or
omission made in a previously filed annual compliance
report, the chief compliance officer shall file an amendment
with the Commission to correct the material error or
omission. An amendment shall contain the certification
required under paragraph (e)(6) of this section.

(4) A swap execution facility may request from the
Commission an extension of time to file its annual
compliance report based on substantial, undue hardship.
Extensions of the filing deadline may be granted at the
discretion of the Commission.

(g) Recordkeeping.

(1) The swap execution facility shall maintain:

(i) A copy of the written policies and procedures,
including the code of ethics and conflicts of interest policies
adopted in furtherance of compliance with the Act and
Commission regulations;

(ii) Copies of all materials created in furtherance of
the chief compliance officer’s duties listed in paragraphs
(d)(8) and (d)(9) of this section, including records of any
investigations or disciplinary actions taken by the swap
execution facility;

(iii) Copies of all materials, including written reports
provided to the board of directors or senior officer in
connection with the review of the annual compliance report
under paragraph (f)(1) of this section and the board minutes
or a similar written record that documents the review of the
annual compliance report by the board of directors or senior
officer; and

(iv) Any records relevant to the swap execution

MKTX SEF shall keep, or cause to be kept, complete
and accurate books and records of all activities
relating to the business of MKTX SEF. See Rule 214.
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facility’s annual compliance report, including, but not limited
to, work papers and other documents that form the basis of
the report, and memoranda, correspondence, other
documents, and records that are

(A) Created, sent, or received in connection with the
annual compliance report and
(B) Contain conclusions, opinions, analyses, or

financial data related to the annual compliance report.
(2) The swap execution facility shall maintain records in
accordance with § 1.31 and part 45 of this chapter.

(h) Delegation of authority. The Commission hereby
delegates, until it orders otherwise, to the Director of the
Division of Market Oversight or such other employee or
employees as the Director may designate from time to time,
authority to grant or deny a swap execution facility’s request
for an extension of time to file its annual compliance report
under paragraph (f)(4) of this section.
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