
November 26, 2013 

BY ELECTRONIC MAIL {submissions@cftc.gov) 

Ms. Melissa Jurgens 
Secretary 
Commodity Futures Trading Commission 
Three Lafayette Centre 
1155 2 1st Street, N.W. 
Washington, D.C. 20581 

Re: Regulation 40.6(a) Rule Certification 
GFI Swaps Exchange LLC Submission# 13-0005: Amendment ofRule509(c) 

Dear Ms. Jurgens: 

Pursuant to Section Sc(c) of the Commodity Exchange Act (the "Act") and Section 40.6(a) of the 
regulations of the Commodity Futures Trading Commission (the "Commission"), GFI Swaps 
Exchange LLC ("GFI" or the "SEP") hereby files the attached amendment to Rule 509(c). 
Capitalized terms that are used herein without definition have the meaning ascribed to those 
terms in the Rules of the SEF. 

Rule 509(c), which is being amended in response to questions from Commission staff, permits a 
Broker to anange a Permitted Transaction that is to be submitted to the SEF for execution on the 
Trading Platform pursuant to the Rules. As amended, the Rule requires that the terms of the 
BtukerecfTrade by acknowledged by the parties to the trade before it is submitted to the SEF and 
further provides that the trade will not be deemed to have been executed pursuant to the Rules, or 
to create a binding obligation between the parties thereto, until it is received, accepted and 
affirmed by the SEF. 

The amendments to Rule 509(c) are consistent with swap execution facility Core Principle 2 and 
Commission Regulations 37.9(b) and 37.203. Rule 509(c) applies only to Permitted 
Tt·ansactions; the time delay requirements of Regulation 37.9(b), which apply only to Required 
Transactions, tJ1erefore are not relevant. Regulation 37.203 separately requires a swap e-xeCl!tion 
fac ility to prohibit pre-arranged trading. The Commission has expressly stated, however, that 
this requirement does not apply to pre-execution communications between market participants 
that are effected in accordance with the rules of a swap execution facility. 78 Fed. Reg. 33476, 
335 I 0 (June 4, 2013). Commission staff nonetheless has asked GFl why the prohibitions on pre
arranged tt·ading should not apply to Brokered Trades. 
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Pre-arranged trading is not explicitly prohibited by the Acr or by Commission Regulations other 
than those cited above and, although not relevant here, Regulation 38.152 (the contract market 
counterpat1 to Regulation 37.203). While pre-at:ranged trading constitutes a fo rm of '' fictiti ous 
sale" prohibited by Section 4c(a) of the Commodity Exchange Act, In re Gimbel, Comm. Fut. L. 
Rep. (CCH) ~24,2 13, at 35,003 (CFTC Apr. 14, 1988), qff'd in part, 872 P.2d 196 (7th Cir. 
1989); In re Harold Collins, Comm. Ftrt. L. Rep. (CCil) ,22,982, at 31,903 (CFTC Apt'. 4, 
1986), the Commission has made clear that the statutory prohibition is intended to address 
transactions that arc "purportedly executed on an exchange which distort and/or mislead the 
commodity markets and their participants." In re Thomas Collins, Comm. Fut. L. Rep. (CCH) 
,127, 194, at 45,742 (CFTC Dec. 10, 1997), quoting S. Rep. No. 93-1131 , 93d Cong., 2d Sess. 16-
17 (1974). 

These policy objectives are not relevant to Brokered Trades which, because they aJ·e Permitted 
Transactions that are not required to be effected openly and competitively in an order book or 
through a request for quote, do not "give the appearance of submitting trades to the open market 
whi le negating the risk or price competition incident to such a market." In re Credit Lyonnais 
Limited, Comm. Put. L. Rep. ~30, 125, at 57,470 (Aug. 24, 2005) (citations omitted). The public 
policy that is served by a ban on pre-arranged transactions, therefore, is simply not applicable to 
Brokered Transactjons. 

The text of amended Rule 509(c), with additions underlined and deletions intet·lineated, is 
attached hereto as Exhibit A. 

GFl hereby certifies that: (i) the amendments to Rule 509(c) comply with the Act and the 
Commission's Regulations therel.mder; and (ii) a notice and copy of this submission is being 
conctmently posted on the SEF's web site at http://www.gfigroup.com/mmkcts/swaps
exchange/ru les-110tices.aspx. There were no substantive opposing views. 

Please contact the undeTSigned at (212) 968-2982 or daniel.glatter<me.figroup.com if you have 
any questions or you would otherwise like to discuss this furthe1'. 

Sincerely, 

Is/ Daniel E. Glatter 
Assistant General Counsel 

cc: Marilee Dahlm ~:~n 

Attachment 



Exhibit A 

509. Voice Execution; Brokered Trades 

* * * 

(c) A Broker may arrange a Permitted Transaction-H~I-j.:.fil ~:-· r: !'ild-iHh"-l tJttt I~·H'tll between 
two parties that is to bt:>-+"-'Wf'.tnedsuhmittedJiUhe.J:.on1RUJlY fox..<?.:;;~ plll'suant to the Rules (a 
"Brokered Trade"). The l3rnl..e-F 111<1~·':-~HH -i:. tltH t'tltjH ired t t~4cH.L he it- pnrlr ln-st-tt>h-H.rnl(".:r~;· cl 

· l't'H<-k~-,-buH:'ilt::h JliHi:rHm•;l ~~~-n -PH~+it-irant. "ipun'>m~~~ -f\~;-!Jinn-+w-(-M~..l( n·wr-. terms of a 
Brokercd lrade =!=ffi<~H~. must be l.:eflHf~~<Wkn.owledged b'~ll)e p.arties to tlte=tt:.ade before iJJs 
SlJhmittkg to the Companyj1y the Brol\m: in a manner, (and subject to the deadlines). prescribed 
tl·om time to time by the Company. A Brokercd Trade wil l not be deemed to have been effected 
pursuant to the Rules. or to create a binding obligation between the pa1ties thereto~ unt il it is 
received~ntH~I-accepted and .. .an1rmed by the Company. The Broker may. but is nnt reg.uired to be. 
be.JLpartv to such B.mk~et~cd Trode---.b_!.Jl.Jdli;b_rul!JY IQUSi....bu eruii.cjpa.nt. Spo._nsQred AJ;cess Firm 
!1LC:.ns12mer. 


