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6351-01-P
COMMODITY FUTURES TRADING COMMISSION
17 CFR Parts 3and 9
RIN 3038-AE15
Technical Amendments to Rules on Registration and Review of Exchange
Disciplinary, Access Denial or Other Adverse Actions
AGENCY: Commodity Futures Trading Commission.
ACTION: Notice of proposed rulemaking.
SUMMARY: The Commodity Futures Trading Commission (“CFTC” or
“Commission”) is proposing technical amendments to its regulations that govern
registration and review of exchange disciplinary, access denial or other adverse actions.
The amendments would integrate existing advisory guidance and the amendments to part
9 would also incorporate swap execution facilities (“SEFs”) and update provisions
currently applicable to designated contract markets (“DCMs”). The proposal revises
existing rules to delete numerous cross-references to previously deleted regulations and
adds citations to applicable parallel provisions for SEFs and DCMs. Additionally, the
proposal addresses the publication of final disciplinary and access denial actions taken by
the SEFs and DCMs on their exchange websites.
DATES: Comments must be received on or before [INSERT DATE 60 DAYS AFTER
DATE OF PUBLICATION IN THE FEDERAL REGISTER].
ADDRESSES: You may submit comments, identified by RIN 3038-AE15, by any of the

following methods:


https://federalregister.gov/d/2017-01232
https://federalregister.gov/d/2017-01232.pdf

e CFTC website: https://comments.cftc.gov. Follow the instructions for

submitting comments through the Comments Online process on the website.
e Mail: Christopher Kirkpatrick, Secretary of the Commission, Commodity
Futures Trading Commission, Three Lafayette Centre, 1155 21st Street, NW,

Washington, DC 20581.
e Hand Delivery/Courier: Same as Mail, above.

e Federal eRulemaking Portal: http://www.regulations.gov. Follow the

instructions for submitting comments.
Please submit your comments using only one method.

All comments must be submitted in English, or if not, accompanied by an English
translation. Comments will be posted as received to www.cftc.gov. You should submit
only information that you wish to make available publicly. If you wish the Commission
to consider information that you believe is exempt from disclosure under the Freedom of
Information Act (“FOIA”), a petition for confidential treatment of the exempt
information may be submitted according to the procedures established in Commission
regulation 145.9.

The Commission reserves the right, but shall have no obligation, to review, pre-
screen, filter, redact, refuse or remove any or all of your submission from www.cftc.gov
that it may deem to be inappropriate for publication, such as obscene language. All
submissions that have been redacted or removed that contain comments on the merits of
the rulemaking will be retained in the public comment file and will be considered as
required under the Administrative Procedure Act and other applicable laws, and may be

accessible under the FOIA.



FOR FURTHER INFORMATION CONTACT: Rachel Berdansky, Deputy Director,

Division of Market Oversight, at 202-418-5429 or rberdansky@cftc.gov; or David

Steinberg, Associate Director, Division of Market Oversight, at 202-418-5102 or

dsteinberg@cftc.gov, in each case, at the Commodity Futures Trading Commission,

Three Lafayette Centre, 1151 21st Street, NW, Washington, DC 20581.
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. Background.

A. Description of Part 9




On December 20, 1978, the Commission adopted part 9 rules relating to the
review of exchange disciplinary, access denial, or other adverse actions." The rules
govern the process and procedures by which the Commission may review exchange
disciplinary and access denial actions, detailing the appellate process under which such
review will be instituted and conducted in cases where a person applies to the
Commission for review. In addition to setting forth procedures and standards governing
filing and service, motions, and settlement, the rules also cover the process by which
exchanges must provide notice of the final disciplinary action to the subject of the
disciplinary action and to the Commission, as well as the publication of such notice. As
discussed below, DCMs and SEFs are already required to comply with the part 9
regulations.

B. DCM Final Rules and Part 8 Removal

In June 2012, the Commission implemented Core Principles and Other
Requirements for Designated Contract Markets (“DCM Final Rules”).2 Commission
regulation 38.2 of the DCM Final Rules provides that DCMs shall comply with all
applicable regulations under Title 17 of the Code of Federal Regulations, except for
certain exempt provisions.® Part 9 is not included in the list of exempt provisions.
Furthermore, part 9 applies to DCMs by defining “exchange” in Commission regulation
9.2(c) for purposes of the rules as any board of trade which has been designated as a

contract market.*

! 43 FR 59343 (Dec. 20, 1978).

277 FR 36612 (June 19, 2012).

#77 FR 36697 (June 19, 2012); 17 CFR 38.2.
417 CFR 9.2(c).



Additionally, in the DCM Final Rules, the Commission adopted regulations in
“Subpart N—Disciplinary Procedures” of part 38 to amend the disciplinary procedures
applicable to DCMs.”> Several of the regulations adopted in subpart N of part 38 are
similar to the text of the disciplinary procedures found in former part 8—exchange
procedures for disciplinary, summary, and membership denial actions.® In order to avoid
confusion from the regulations containing two sets of disciplinary procedures for DCMs,
the Commission removed part 8 from the regulations.” As a result of this removal, the
current part 9 rules, which contain cross-references to part 8 throughout, are being
updated in this rulemaking (“NPRM” or “Proposal”) to instead cite to parallel provisions
now contained in part 37 for SEFs and part 38 for DCMs.

C. SEF Final Rules

The Dodd-Frank Wall Street Reform and Consumer Protection Act (“Dodd-Frank
Act”) repealed some sections of the Commodity Exchange Act (“CEA” or “Act”),

amended others, and established new categories of Commission registrants, including

®17 CFR 38.700 through 38.712.

® 43 FR 41950 (Sept. 19, 1978); 17 CFR 38.700 through 38.712. For example, part 8 contained regulations
8.05 (Enforcement staff); 8.08 (Disciplinary committee); and 8.20 (Final decision). Subpart N of part 38
has corresponding provisions: 38.701 (Enforcement staff); 38.702 (Disciplinary panels); and 38.709 (Final
decisions).

"Although Commission regulation 38.2 of the DCM Final Rules specifies that DCMs are not required to
comply with part 8, the Commission removed part 8 to avoid any confusion resulting from the regulations
containing two sets of exchange disciplinary procedures as part of the Adaption of Regulations to
Incorporate Swaps Rulemaking. 17 CFR 38.2; and removal of part 8 at 77 FR 66304 (Nov. 2, 2012).

8 17 CFR parts 9, 37, and 38. For example, in Commission regulation 9.2(k) the definition of “summary
action” cites to Commission regulations 8.17(b), 8.25, and 8.27 which were removed along with the
entirety of part 8. Proposed Commission regulation 9.2(k) will instead cite to part 37, appendix B, Core
Principle 2, paragraphs (a)(10)(vi), (a)(13), and (a)(14) [for SEFs] and part 38, appendix B, Core Principle
13, paragraphs (a)(4), (a)(6), and (a)(7) [for DCMs].



SEFs.? Pursuant to the Dodd-Frank Act, the Commission adopted new rules in part 37
Core Principles and Other Requirements for Swap Execution Facilities (“SEF Final
Rules”).” The Commission notes that since the advent of the Dodd-Frank Act’s new
statutory framework for regulating swaps, it adopted a rulemaking (Adaptation of
Regulations to Incorporate Swaps) implementing conforming changes to existing
regulations to clarify those pre-Dodd-Frank provisions, including those applicable to
SEFs.' Part 9, however, which also applies to SEFs, was not addressed in this
rulemaking.> As such, in regulation 37.2 of the SEF Final Rules, the Commission
specified that SEFs shall comply with the requirements of part 9.** Accordingly, for
clarity purposes, this NPRM amends certain part 9 definitions and language which have
not yet been addressed, to better integrate them into the post-Dodd-Frank regulatory
regime.
1. Proposed Amendments to Regulations
A. Introduction

This Proposal contains amendments of three different types: ministerial,
accommodating, and substantive. Most of the proposed amendments are purely
ministerial—for instance, some of the proposed changes would update definitions in

Commission regulation 9.2 to conform them to the CEA as amended by the Dodd-Frank

® See generally Dodd-Frank Wall Street Reform and Consumer Protection Act, Public Law 111-203, 124
Stat. 1376 (2010) available at http://www.cftc.gov/LawRegulation/OTCDERIVATIVES/index.htm; see
also Dodd-Frank Act section 721(a)(50), adding CEA section 1a(50), codified at 7 U.S.C. 1a(50).

1078 FR 33476 (June 4, 2013).

177 FR 66288 (Nov. 2, 2012).

12 Id

13 See 78 FR 33476, 33479 (June 4, 2013); 17 CFR 37.2.




Act as well as other sections of the Commission’s regulations. Furthermore, as noted
above, the citations to part 8 in the current part 9 rules would be replaced with the
appropriate citations to regulations, guidance, and acceptable practices from parts 37 and
38.1 In asimilar vein, one of the proposed amendments to Commission regulation 9.1
would remove the reference to section 5a(a)(11) of the CEA, since this section was
eliminated by the passage of the Commodity Futures Modernization Act of 2000
(“CFMA™).®

The proposed accommodating amendments do not impose any new obligations on
SEFs; rather they clarify that SEFs, in addition to DCMs, must comply with part 9.*°
This clarification would be accomplished by updating part 9’s definition of “exchange” to
include SEFs and to add swaps to language discussing the types of transactions from
which an exchange disciplinary action might arise. These amendments are more than
ministerial because they require some judgment in drafting. Another example of an
accommodating amendment is the proposed formal codification of the part 3 and part 9
advisories and the Commission’s delegation to the National Futures Association (“NFA”)
of the responsibility to receive notice of final exchange disciplinary and access denial
actions, in which the Commission encouraged exchanges to comply with the notice

requirements in Commission regulation 9.11 (“9.11 notice™) by filing with the NFA."’

417 CFR parts 37 and 38.
> Pub. L. 106-554, 114 Stat. 2763, sec. 110 (2000).
1©17 CFR part 9, 8§ 37.2 and 38.2.

64 FR 39913 (July 23, 1999) (“Part 9 Delegation™); 64 FR 39912 (July 23, 1999) (“Part 3 Advisory”); 64
FR 39915 (July 23, 1999) (“Part 9 Advisory”). As discussed more fully below in the preamble, the Part 9
Advisory permits exchanges to file 9.11 notices of final disciplinary or access denial actions with the
Commission or with the NFA. The Part 9 Delegation gives the NFA authority to receive and process these
notices on behalf of the Commission. Finally, the Part 3 Advisory relieves registrants and registrant



Additionally, the proposed amendment to Commission regulation 9.11(b)(3)(ii) would
codify the clarification contained in the Part 9 Advisory that an exchange indicate in its
notice of disciplinary or access denial actions whether the violation underlying the notice
resulted in financial harm to any customers.'®

The remaining proposed amendments are generally substantive in that they
include an additional element required to be included in the contents of a 9.11 notice and
a material revision to Commission regulation 9.13 which currently requires exchanges to
post notice of final exchange disciplinary action on the exchange’s premises.'® First, as
part 9 pertains to both DCMs and SEFs which offer a number of varied products for
trading, the proposed amendment to Commission regulation 9.11 would require
exchanges to include the type of product (as applicable) involved in the adverse action in
the contents of the final notice. Second, the proposed amendment to Commission
regulation 9.13 would remove the requirement to post notice on the exchange’s premises
and instead require the exchange to post the notice on the exchange’s website. Finally, as
addressed above in the discussion of accommodating amendments, the Commission is
proposing to codify the Part 9 Advisory. By specifying in the rule text that exchanges
provide notice of final exchange disciplinary and access denial actions directly to the
NFA, the Commission is eliminating the option for exchanges to file notice with the
Commission.

B. Part 9

applicants from Commission regulation 3.31 Form 3-R reporting obligations in instances when the
information to be reported is solely the result of an exchange disciplinary or access denial action.

18 64 FR 39917 (July 23, 1999).
1917 CFR9.11 and 9.13.



1. Commission Requlation 9.1: Scope of Rules

Commission regulation 9.1 governs the review by the Commission, pursuant to
section 8c of the CEA, of any suspension, expulsion, disciplinary or access denial action,
or other adverse action by an exchange.”> As noted above, the Commission is proposing
a ministerial amendment to regulation 9.1(b)(1) by removing the reference to section
5a(a)(11) of the CEA, since this section was eliminated by the passage of the CFMA.?

Commission regulation 9.1(b)(2) provides an exclusion from the part 9
regulations with respect to the Commission’s review of summary actions imposed by an
exchange for a minor penalty for the violation of exchange rules relating to decorum,
attire, or timely submission of accurate records required for clearing or verifying each
day’s transactions or similar activities. The Commission proposes to amend regulation
9.1(b)(2) by replacing the reference to regulation 8.27 with a reference to part 37
guidance pertaining to violations of rules regarding timely submission of records and part
38 guidance pertaining to summary fines for violations of rules regarding timely
submission of records, decorum, or other similar activities.”

Commission regulation 9.1(b)(3) provides an exclusion from the part 9
regulations concerning any exchange action arising from a claim, grievance, or dispute
involving cash market transactions which are not a part of, or directly connected with,
any transaction for the purchase, sale, delivery or exercise of a commodity for future

delivery, or a commodity option. The Commission proposes to amend regulation

07U.S.C.12c.
21 pyb. L. 106-554, 114 Stat. 2763, sec. 110 (2000).

%2 The proposed references would be to (i) part 37 guidance, 17 CFR part 37, appendix B, Core Principle 2,
paragraph (a)(13); and (ii) part 38 guidance, 17 CFR part 38, appendix B, Core Principle 13, paragraph
(@)(6).



9.1(b)(3) by inserting “swap” at the end of the paragraph to account for swap transactions
on a DCM or on a SEF as a result of the Dodd-Frank Act.”® As noted above, the addition
of “swap” language is a conforming amendment as it requires some judgment as to its
inclusion.

Commission regulation 9.1(c) provides for the applicability of part 9 rules to
matters filed with the Commission after August 6, 1987. In 1987, the part 9 rules in place
at the time were superseded and Commission regulation 9.1(c) governed whether an
existing matter would be subject to the pre- or post-1987 part 9 rules. Such determination
is no longer necessary because no pre-1987 matters are pending before the Commission.
As a result, the Proposal seeks to remove text from Commission regulation 9.1(c) that
governs whether a matter would be subject to the pre- or post-1987 part 9 rules.

2. Commission Requlation 9.2: Definitions

The Commission proposes to revise the definition of four terms in regulation 9.2.
First, the Commission proposes to revise the definition of “disciplinary action” in
regulation 9.2(b) by deleting the reference to regulation 8.03(i). The Commission also
proposes to remove the reference to “member of an exchange” and insert “person” in its
place. The Commission believes it is necessary to expand the “disciplinary action”
definition to account for instances where an exchange imposes sanctions against a person
that is not a member of the exchange. The Commission’s proposal to include “person” in

the “disciplinary action” definition is consistent with the statutory language found in Core

% Section 723(a)(3) of the Dodd-Frank Act added section 2(h)(8) of the CEA to require, among other
things, that execution of swaps subject to the clearing requirement of section 2(h)(1) of the CEA must
occur on either a DCM or a SEF.

10



Principle 2 for DCMs and section 8c(b) of the CEA, as amended by the Dodd-Frank
Act.?

Second, the Commission proposes to amend the definition of “exchange” in
regulation 9.2(c) to include SEFs. This change would make clear that the Commission
has the discretion to review adverse actions imposed by a SEF and clarify that SEFs are
subject to all of the part 9 requirements.?

Third, the Commission proposes to amend regulation 9.2(f) to expand the
definition of “member of an exchange” to include any person who has trading privileges
on an exchange. This change is necessary to conform the part 9 definition of “member”
to the meaning set forth in section 1a(34) of the CEA and in 8§ 1.3(q) of the Commission’s

regulations.?®

2 Section 735 of the Dodd-Frank Act amends section 5 of the CEA, including DCM Core Principle 2.
Paragraph (B)—Capacity of Contract Market—of Core Principle 2 specifically requires that the board of
trade shall have the capacity to detect, investigate, and apply appropriate sanctions to any person that
violates any rule of the contract market. Section 8c(b) of the CEA, 7 U.S.C. 12¢(b), provides that the
Commission may, in its discretion and in accordance with such standards and procedures as it deems
appropriate, review any decision by an exchange whereby a person is suspended, expelled, disciplined, or
denied access to the exchange. In addition, section 8c(b) of the CEA provides that the Commission may, in
its discretion and upon application of any person who is adversely affected by any other exchange action,
review such action.

% |d. The Commission notes that regulation 37.2 requires, among other things, that a SEF shall comply
with the part 9 regulations. 17 CFR 37.2. Additionally, footnote 40 of the SEF Final Rules states “the term
‘exchange’ used in part 9 of the Commission’s regulations should be interpreted to include a SEF for
purposes of applying the requirements of part 9 to a SEF.” 78 FR 33476, 33479 (June 4, 2013).

% Section 1a(34) of the CEA provides that the term “member” means, among other things, an individual,
association, partnership, corporation, or trust having trading privileges on the registered entity. See also 17
CFR 1.3(q). By amending the definition of “member of an exchange” to include all persons with trading
privileges, the Commission is clarifying that the appellate process and Commission review, as defined in
part 9, would apply to all persons with trading privileges.

11



Fourth, the Commission proposes to amend the definition of “summary action” in
regulation 9.2(k) by adding references to part 37 for SEFs and replacing the part 8
references with the relevant provisions from part 38.%

3. Commission Requlation 9.4: Filing and Service; Official Docket

Commission regulation 9.4(a) describes the procedures for filing any document
required by part 9 to be filed with the Commission Procedures Clerk, including proof of
filing and proof of service. To ease the burden on parties, the Commission proposes to
amend regulation 9.4(a) by replacing the requirement of a formal affidavit of service with
the requirement that parties submit a signed “statement of service” that: (1) confirms that
service has been made; (2) identifies each person served; (3) sets forth the date of service;
and (4) recites the manner of service. The less formal and less burdensome statement of
service effectively serves the same purpose as an affidavit of service (i.e., promoting and
assuring the full exchange of information among the parties by requiring service of
submissions on all of the parties in the proceeding). Additionally, the Commission
proposes to amend regulation 9.4(b)(1) to reduce the burden on parties by requiring an
original and one copy (instead of two copies) of all documents filed with the

Commission.

%" Specifically, the proposed definition of “summary action” means a disciplinary action resulting in the
imposition of a penalty on a person for violation of rules of the exchange permitted under the provisions of
part 37, appendix B, Core Principle 2, paragraph (a)(10)(vi) or part 38, appendix B, Core Principle 13,
paragraph (a)(4) (penalty for impeding progress of hearing); part 37, appendix B, Core Principle 2,
paragraph (a)(14) or part 38, appendix B, Core Principle 13, paragraph (a)(7) (emergency disciplinary
actions); part 37, appendix B, Core Principle 2, paragraph (a)(13) (summary fines for violations of rules
regarding timely submission of records); or part 38, appendix B, Core Principle 13, paragraph (a)(6)
(summary fines for violations of rules regarding timely submission of records, decorum, or other similar
activities).

12



4. Commission Requlation 9.11: Form, Contents and Delivery of Notice of

Disciplinary or Access Denial Action

Commission regulation 9.11(a) requires that whenever an exchange makes a
decision, pursuant to which disciplinary action or access denial to be imposed has
become final, the exchange must provide written notice of such action to the person
against whom the action was taken and to the Commission within 30 days thereafter. In
1999, the Commission delegated authority to the NFA to receive and process exchange
disciplinary and access denial information (“Part 9 Delegation™).”® Consequently, the
NFA currently serves as the official custodian of records for exchange disciplinary
filings. The Commission intends to again delegate authority to the NFA, via an updated
order to be published concurrently with the final rule, to receive and process exchange
disciplinary and access denial information. The Commission proposes to issue an
updated order that includes specific duties delegated to the NFA, such as: (1) To process
exchange disciplinary information; (2) to provide the Commission with access to a report
summarizing all recent exchange disciplinary information; (3) to assist the Commission
in enforcing exchange compliance with regulation 9.11 filing requirements; and (4) to
serve as the official custodian of a database containing records of the exchanges’
disciplinary and access denial actions.

In 1999, concurrent with the Part 9 Delegation, the Commission published an

advisory permitting exchanges to file 9.11 notices with the Commission or the NFA

% 64 FR 39913 (July 23, 1999). The NFA created the Background Affiliation Status Information Center
(“BASIC”) system through which the public can access information pertaining to the types of violations
committed, penalties imposed, the effective date of the action, and, in some cases, the text from the
exchange’s decision.

13



(“Part 9 Advisory”).?® While permitting filing with the Commission, the Part 9 Advisory
encourages exchanges to file the required notice with the NFA and to do so electronically
as the Commission believes such filing to be faster and more cost-effective for both the
exchanges and the NFA. In an effort to codify the Part 9 Advisory and formally replace
the regulation 9.11 requirement that written notice be provided to the Commission, the
Commission proposes to amend regulation 9.11 to require that notice be provided to the
NFA via the NFA’s BASIC system and eliminate the option of filing the notice with the
Commission.

Additionally, the Commission proposes to amend regulation 9.11(a) by replacing
the reference to regulation 8.27 with a reference to part 38.%

Commission regulation 9.11(b) sets forth the content that must be included in the
disciplinary notice. The Commission proposes ministerial and conforming amendments
to regulation 9.11(b) by inserting references to part 37, replacing the references to part 8
with references to part 38, codifying the Part 9 Advisory clarification that the contents of
the notice include whether the violation resulted in customer harm, and specifying the
content of notices provided to: (1) the person against whom the action was taken and (2)
the NFA. Additionally, for the sake of clarity, the Commission is proposing to renumber

regulation 9.11(b) by assigning separate paragraphs 9.11(b)(1) to specify the notice to be

% 64 FR 39915 (July 23, 1999).

%0 gpecifically, the reference to Commission regulation 8.27 would be replaced with a reference to part 38,
appendix B, Core Principle 13, paragraph (a)(6) (summary fines for violations of rules regarding timely
submission of records, decorum, or other similar activities) for DCMs. Under the current rule and in the
proposed rule, DCMs would not be required to report summary fines with respect to violations related to
decorum or attire. Decorum or attire violations do not apply to SEFs. Accordingly, SEFs are required to
report all disciplinary and access denial actions to BASIC.

14



provided by DCMs, 9.11(b)(2) to specify the notice to be provided by SEFs, and
9.11(b)(3) to detail the list of items to be included in the contents of the notice.
Furthermore, the Commission is proposing a substantive amendment to regulation
9.11(b)(3)(ii) by adding an additional element required to be included in the contents of
the notice. Because part 9 pertains to both DCMs and SEFs, which offer a number of
varied products for trading, the Commission believes that requiring exchanges to detail
the type of product (as applicable) involved in the adverse action as part of the 9.11
notice will provide the Commission, market participants, the public, and other exchanges
with greater transparency concerning where market abuses originate and whether the
abuses are concentrated among certain product types.** Specifically, proposed
Commission regulation 9.11(b) provides that for purposes of part 9, the notice of
disciplinary action or access denial action provided to the person against whom the action
was taken may be a copy of a decision which accords with part 37 and part 38 regulations
and guidance.®* Alternatively, the notice provided to the person against whom the action
was taken must include: (i) the name of the individual against whom the action was
taken; (ii) a statement of the reasons for the action, detailing the exchange product which
was involved, as applicable, and whether the violation that resulted in the action also
resulted in financial harm to any customers together with a list of any rules which the

individual was charged with having violated or which otherwise serve as the basis of the

%! For example, a product trading on a DCM might be specified as a July 2016 Eurodollar future; while a
product trading on a SEF may be a CDX North American High Yield Series 26 5 year.

%2 The notice required by Commission regulation 9.11 may be satisfied by providing a copy of the final
decision in accordance with part 37, appendix B, Core Principle 2, paragraph (a)(9) or part 38, appendix B,
Core Principle 13, paragraph (a)(3) (settlement offers); Commission regulations 37.206(d) or 38.708
(decisions); or part 37, appendix B, Core Principle 2, paragraph (a)(11)(iv) or part 38, appendix B, Core
Principle 13, paragraph (a)(5)(iv) (appeal decisions).

15



action,; (iii) a statement of the exchange’s conclusions and findings regarding each
violation charged or, in the event of a settlement, a statement specifying those rule
violations which the exchange believes were committed; (iv) the terms of the action; (v)
the date the action was taken and the date the action will become effective; and (vi) a
statement informing the party subject to the action of the availability of Commission
review pursuant to section 8c of the CEA. Additionally, the Commission proposes to
amend regulation 9.11(b) by requiring that notice provided to the NFA include items (i) -
(v) immediately above.

Commission regulation 9.11(c) sets forth the delivery process that must be
followed when providing notice of disciplinary action or access denial action to the
person who was the subject to the action, and the filing process that must be followed
when providing notice of the action to the Commission. The Commission proposes to
amend regulation 9.11(c) by deleting instructions for filing notice with the Commission
and replacing them with instructions for filing notice with the NFA. Specifically,
proposed Commission regulation 9.11(c) provides that filing of the notice with the NFA
is accomplished when an authorized exchange employee verifies the accuracy of the
information entered into BASIC.

Commission regulation 9.11(d) sets forth the effect of delivery and filing by mail.
The Commission proposes to amend regulation 9.11(d) by deleting instructions related to
filing notices with the Commission by mail since proposed regulation 9.11(c) calls for
notice filings be made to the NFA via BASIC instead of with the Commission by mail.

Commission regulation 9.11(e) sets forth the procedures for certifying the notice

provided pursuant to Commission regulation 9.11. The Commission proposes to amend

16



regulation 9.11(e) by adding instructions for the certification of notice filed with the
NFA. Specifically, proposed Commission regulation 9.11(e) provides that notice filed
with the NFA is deemed certified when an authorized exchange employee verifies the
accuracy of the information entered into BASIC.

5. Commission Requlation 9.12: Effective Date of Disciplinary or Access Denial

Action

Pursuant to Commission regulation 9.12(a), a disciplinary action or access denial
imposed by an exchange will not become effective until at least 15 days after the written
notice prescribed by Commission regulation 9.11 is delivered to the person disciplined or
denied access. However, an exchange may cause a disciplinary action to become
effective prior to that time under certain circumstances that are identified in Commission
regulation 9.12(a)(1) — (a)(4). The Commission proposes to amend regulation 9.12(a)(1)
— (a)(4) by adding references to part 37 and replacing references to part 8 with references
to part 38.%

Pursuant to Commission regulation 9.12(b), an exchange that determines that a
disciplinary action will become effective prior to the expiration of 15 days after written
notice must notify the person disciplined in writing either personally or by telegram or

other means of written telecommunication. The exchange must also immediately notify

% Specifically, the Commission proposes to amend regulation 9.12(a)(1) by adding a reference to part 37,
appendix B, Core Principle 2, paragraph (a)(14) (emergency disciplinary actions) and replacing the
reference to regulation 8.25 with a reference to Part 38, appendix B, Core Principle 13, paragraph (a)(7)
(emergency disciplinary actions). In regulation 9.12(a)(2), the Commission proposes to add a reference to
part 37, appendix B, Core Principle 2, paragraph (a)(10)(vi) (hearings) and replace the reference to
regulation 8.17(b) with a reference to part 38, appendix B, Core Principle 13, paragraph (a)(4) (hearings).
The Commission proposes to amend regulation 9.12(a)(3) by adding a reference to part 37, appendix B,
Core Principle 2, paragraph (a)(13) (summary fines for violations of rules regarding timely submission of
records) and replacing the reference to regulation 8.27 with a reference to part 38, appendix B, Core
Principle 13, paragraph (a)(6) (summary fines for violations of rules regarding timely submission of
records, decorum, or other similar activities).

17



the Commission by telegram or other means of written telecommunication. In order to
modernize regulation 9.12(b), the Commission proposes to replace references to
“telegram or other means of written telecommunication” with the term “email” and
provide a Commission email address where notice of the early effective date can be sent
by the exchange.

6. Commission Requlation 9.13: Publication of Notice

Pursua