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§ 7a-1. Derivatives clearing organizations
(a) Registration requirement

It shall be unlawful for a derivatives clearing
organization, unless registered with the Com-
mission, directly or indirectly to make use of
the mails or any means or instrumentality of
interstate commerce to perform the functions of
a derivatives clearing organization described in
section la(9) of this title with respect to a con-
tract of sale of a commodity for future delivery
(or option on such a contract) or option on a
commodity, in each case unless the contract or
option—

(1) is excluded from this chapter by section
2(a)(1)(C)(1), 2(c), 2(d), 2(f), or 2(g) of this title
or sections 27 to 27f of this title, or exempted
under section 2(h) or 6(c) of this title; or

(2) is a security futures product cleared by a
clearing agency registered under the Securi-
ties Exchange Act of 1934 [156 U.S.C. 78a et
seq.].

(b) Voluntary registration

A derivatives clearing organization that clears
agreements, contracts, or transactions excluded
from this chapter by section 2(c), 2(d), 2(f), or
2(g) of this title or sections 27 to 27f of this title,
or exempted under section 2(h) or 6(c) of this
title, or other over-the-counter derivative in-
struments (as defined in the Federal Deposit In-
surance Corporation Improvement Act of 1991)
may register with the Commission as a deriva-
tives clearing organization.

(c) Registration of derivatives clearing organiza-
tions

(1) Application

A person desiring to register as a derivatives
clearing organization shall submit to the Com-
mission an application in such form and con-
taining such information as the Commission
may require for the purpose of making the de-
terminations required for approval under para-

graph (2).

(2) Core principles

(A) In general

To be registered and to maintain registra-
tion as a derivatives clearing organization,
an applicant shall demonstrate to the Com-
mission that the applicant complies with the
core principles specified in this paragraph.
The applicant shall have reasonable discre-
tion in establishing the manner in which it
complies with the core principles.

(B) Financial resources

The applicant shall demonstrate that the
applicant has adequate financial, oper-
ational, and managerial resources to dis-
charge the responsibilities of a derivatives
clearing organization.

(C) Participant and product eligibility

The applicant shall establish—

(i) appropriate admission and continuing
eligibility standards (including appro-
priate minimum financial requirements)
for members of and participants in the or-
ganization; and

(ii) appropriate standards for determin-
ing eligibility of agreements, contracts, or
transactions submitted to the applicant.
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(D) Risk management

The applicant shall have the ability to
manage the risks associated with discharg-
ing the responsibilities of a derivatives
clearing organization through the use of ap-
propriate tools and procedures.

(E) Settlement procedures

The applicant shall have the ability to—

(i) complete settlements on a timely
basis under varying circumstances;

(ii) maintain an adequate record of the
flow of funds associated with each trans-
action that the applicant clears; and

(iii) comply with the terms and condi-
tions of any permitted netting or offset ar-
rangements with other clearing organiza-
tions.

(F) Treatment of funds

The applicant shall have standards and
procedures designed to protect and ensure
the safety of member and participant funds.

(G) Default rules and procedures

The applicant shall have rules and proce-
dures designed to allow for efficient, fair,
and safe management of events when mem-
bers or participants become insolvent or
otherwise default on their obligations to the
derivatives clearing organization.

(H) Rule enforcement

The applicant shall—

(i) maintain adequate arrangements and
resources for the effective monitoring and
enforcement of compliance with rules of
the applicant and for resolution of dis-
putes; and

(ii) have the authority and ability to dis-
cipline, limit, suspend, or terminate a
member’s or participant’s activities for
violations of rules of the applicant.

(I) System safeguards

The applicant shall demonstrate that the
applicant—

(i) has established and will maintain a
program of oversight and risk analysis to
ensure that the automated systems of the
applicant function properly and have ade-
quate capacity and security; and

(ii) has established and will maintain
emergency procedures and a plan for disas-
ter recovery, and will periodically test
backup facilities sufficient to ensure daily
processing, clearing, and settlement of
transactions.

(J) Reporting

The applicant shall provide to the Com-
mission all information necessary for the
Commission to conduct the oversight func-
tion of the applicant with respect to the ac-
tivities of the derivatives clearing organiza-
tion.

(K) Recordkeeping

The applicant shall maintain records of all
activities related to the business of the ap-
plicant as a derivatives clearing organiza-
tion in a form and manner acceptable to the
Commission for a period of 5 years.
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(L) Public information

The applicant shall make information con-
cerning the rules and operating procedures
governing the clearing and settlement sys-
tems (including default procedures) avail-
able to market participants.

(M) Information-sharing

The applicant shall—

(i) enter into and abide by the terms of
all appropriate and applicable domestic
and international information-sharing
agreements; and

(ii) use relevant information obtained
from the agreements in carrying out the
clearing organization’s risk management
program.

(N) Antitrust considerations

Unless appropriate to achieve the purposes
of this chapter, the derivatives clearing or-
ganization shall avoid—

(i) adopting any rule or taking any ac-
tion that results in any unreasonable re-
straint of trade; or

(ii) imposing any material anticompeti-
tive burden on trading on the contract
market.

(3) Orders concerning competition

A derivatives clearing organization may re-
quest the Commission to issue an order con-
cerning whether a rule or practice of the appli-
cant is the least anticompetitive means of
achieving the objectives, purposes, and poli-
cies of this chapter.

(d) Existing derivatives clearing organizations

A derivatives clearing organization shall be
deemed to be registered under this section to
the extent that the derivatives clearing organi-
zation clears agreements, contracts, or trans-
actions for a board of trade that has been des-
ignated by the Commission as a contract mar-
ket for such agreements, contracts, or trans-
actions before December 21, 2000.

(e) Appointment of trustee
(1) In general

If a proceeding under section 7b of this title
results in the suspension or revocation of the
registration of a derivatives clearing organiza-
tion, or if a derivatives clearing organization
withdraws from registration, the Commission,
on notice to the derivatives clearing organiza-
tion, may apply to the appropriate United
States district court where the derivatives
clearing organization is located for the ap-
pointment of a trustee.

(2) Assumption of jurisdiction

If the Commission applies for appointment
of a trustee under paragraph (1)—

(A) the court may take exclusive jurisdic-
tion over the derivatives clearing organiza-
tion and the records and assets of the deriva-
tives clearing organization, wherever lo-
cated; and

(B) if the court takes jurisdiction under
subparagraph (A), the court shall appoint
the Commission, or a person designated by
the Commission, as trustee with power to
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take possession and continue to operate or
terminate the operations of the derivatives
clearing organization in an orderly manner
for the protection of participants, subject to
such terms and conditions as the court may
prescribe.
(f) Linking of regulated clearing facilities
(1) In general

The Commission shall facilitate the linking
or coordination of derivatives clearing organi-
zations registered under this chapter with
other regulated clearance facilities for the
coordinated settlement of cleared trans-
actions.

(2) Coordination

In carrying out paragraph (1), the Commis-
sion shall coordinate with the Federal banking
agencies and the Securities and Exchange
Commission.

(Sept. 21, 1922, ch. 369, §5b, as added Pub. L.
106-554, §1(a)(b) [title I, §112(f)], Dec. 21, 2000, 114
Stat. 2763, 2763A-396.)

REFERENCES IN TEXT

The Securities Exchange Act of 1934, referred to in
subsec. (a)(2), is act June 6, 1934, ch. 404, 48 Stat. 881, as
amended, which is classified principally to chapter 2B
(§78a et seq.) of Title 15, Commerce and Trade. For
complete classification of this Act to the Code, see sec-
tion 78a of Title 15 and Tables.

The Federal Deposit Insurance Corporation Improve-
ment Act of 1991, referred to in subsec. (b), is Pub. L.
102242, Dec. 19, 1991, 105 Stat. 2236, as amended. For def-
inition of over-the-counter derivative instrument, see
section 4421 of Title 12, Banks and Banking. For com-
plete classification of this Act to the Code, see Short
Title of 1991 Amendment note set out under section 1811
of Title 12 and Tables.

PRIOR PROVISIONS

A prior section 5b of act Sept. 21, 1922, was renum-
bered section 5e, and is classified to section 7b of this
title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections la, 2, 7a-2, 8,
13a, 25, 27e of this title; title 12 section 4402.

§ 7a-2. Common provisions applicable to reg-
istered entities

(a) Acceptable business practices under core
principles
(1) In general
Consistent with the purposes of this chapter,
the Commission may issue interpretations, or
approve interpretations submitted to the Com-
mission, of sections 7(d), 7a(d), and Ta-1(d)(2)?
of this title to describe what would constitute
an acceptable business practice under such
sections.
(2) Effect of interpretation

An interpretation issued under paragraph (1)
shall not provide the exclusive means for com-
plying with such sections.

(b) Delegation of functions under core principles
(1) In general

A contract market or derivatives trans-

action execution facility may comply with

180 in original. Reference to section 7a-1(d)(2) probably should

be a reference to section 7a-1(c)(2).
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