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The CFTC Offil'c of Legislative Affairs (OLA) 

• Cory Claussen is the Director of OLA. Ann Wright is Deputy Director of OLA. Susan 
Milligan. Deputy General Counsel and her team in the Offo.:e of General Counsel provide 
technical and legal suppon to OLA. The Offo .. 'L' of Public Affairs shares administrative 
services of one employee with OLA. OLA is part of the .. Office of the Chairman." 

• Cory Claussen is a Schedule C appointment. Ann Wright is career staff. 

• OLA is responsible for: 
u Communications with Congress. the Congri::ssional Budget Offo.·e. Gl.'ncral 

Accounting Offo..:e and other federal regulators in all mailers ...:ormcrtL·<l l(l 

Congress. OLA coordinates Commission responses to oversight requests from 
Congress. and manages the nomination process for CFTC nominees. 

o OLA prepan:s CI---1C personnel for testimony before Congressional Committel"s 
as well briefings and meetings with Congressilinal staff. 

o Outreach to stakeholder groups that interact with Congress regarding CFfC­
related matters 

OLA Critical issues - First months 

• Agency funding expires on December 9, 20 I 6 with the CR. A full-year FY 20 I 7 funding bill 
is expecteJ to be passe<l in lame duck session in December 2016. The CFfC has been flat 
funded for two years. Another year of flat funding will create significant hardship because of 
increased expenses in FY 17, including increased rent costs. additional Commissioners coming 
on board. and union negotiations for both FY 16 (still ongoing) and FY 17. 

• The President's budget for the CFTC for FY2017 seeks $330 million. Current funding is 5250 
million. The House Appropriations Committee (canied in the Agricuhure Approp1iations bill) 
has proposed that the Commission he funded at $250 million. Senate Appropriations (carried 
in the Financial Services and General Government bill) also proposed S250 million. 

• Thl"re are cum::ntly 1,vo CFfC nominees waiting 10 be confirmed by the full Senate - Chris 
Brummer (Dem) and Brian Quintenz (Rep). They had a confirmation hearing and passed out 
of the Se-natc Ag Committee on a voice vote in September 2016. 

• Agency is due for reauthorization 
o Authori 1.at ion for apprnpriations ex pi red at end of FY 2013 
o The agency \.'an continue operating as an unauthorized appropriation. 
o The House passed their reauthorization bi II. HR 2189 ( C0111111odiry Ent! User Relief 

Ac!) 246-171 in June 201.5. The Chairman \Nrote a letter opposing this hill. Thi: White 
I-louse issued Stalement of Admi 11 i stration Pol icy recommending a ,·cto. The report is 
filed online. 

o In May 20 I 6. the Senate Agriculture Committee passed their reauthorization bill. 
S.2917 I Commodity End-U.l'er Re/iefA<·t ). out of Committee along party lines. A 
report was not filed. The Senate Ag Committee Democrats pushed an amendment 
during markup that would fee-fund the agency. 
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Congressional Actors of note (suhicct ro cftlllll{t' hasetl 011 deC1im1 J 

A • t" I pproprrn ions 

Subrommillee on Agriculture. Rural Development. FDA and Related Agencies of the House 
Committcr on Appropriations 

Chairman: Robcr1 Adrrholl (R - Alabama. 4 111 Congressional Districl) 
Key Sfl!/( Andrew Cooper 

Rankini! Democrat: Sam Farr (D-California. '.!0111 District) 
Key Suitr Murrha Foley 

Subcommillee on Financial Services and General Government of the Senate Committee on 

A pp n 1pri at ions 

Chairman: John Boozman (R - Arkansas) 
Key Sll!/T' Dale Cahaniss and A11dre~i· Newton 

Rankine: Democrat: Christopher Coons (D - Delawme) 
Key Suifl" Marianne Upton 

Authorizers - Agriculture Committees 

House Commillee on Agriculture 
Chairman: Rep. Michael Conaway (R - Texas. I Ill' Congressional DisllictJ 

Key Suitt:- Patti Bal::.ano, Jackie Barher. Emily Wong, Caleh Hol(field 
Rankini!: Rep. Collin C. Peterson (D - Minnesota, 7 1

h Congressional District) 
Kn Staff: Marr Macken:::,ie 

Subcommittee on General Farm Commodities and Risk Mana£ement 
Chairman: Rep. Austin Scott (R - Georgia. 8111 Congressional District) 

Ke\' Sta{{' Marr Dee Beal 
Ranking: · Rei;." Davie\ Scott (D - Georgia, I 1th Congressional Dis1rict) 

Key Srafj:' AsMey Osrerkump 

Semite Committee on Agriculture, Nutrition and Forestry 
Chairman: Senator Pat Roberts ( R-Kansas) 

Ker Sraf/:" Charf fr, Thornron, 1\ndrcw lfr::.emles. Danita M11rn1y 
RankiIH!: Senator Dchhie Stahcnow ([)-Michigan) 

Kn Stall> Rostin Bcl11w111 

1 Among the things that make the CFTC special is that it is the only agency in government that is 
under one subcomm ittcc · s jurisdiction in I louse Appropriations (Agriculture) and a different 
subcommittce·sjurisdiction in Senate Appropriations (Financial Services). ll is also the only 
federal financial regulator not self-funded or funded through fees. 
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Other Congressional Committees and Staff 

[Though the Agriculture Committees have dire(_.! jurisdiction over the CFTC. the Commodity 
Exchange Act. and any related mailer. the House Financial Services and Senate Banking 
Committees have hecome increasingly interested in CFTC policies over the years.] 

Housr..· Committee on Financial Servic!..'s 
Chairman: Rep. Jeh H!..'nsarling (R. T!..'xas. 5 111 Congr!..'ssional Distrkt) 

Key Sit!/( Kt'l'i11 h·dgar 
Ranking: Rep. Maxin!..' Waters ( D. 43 rd Congr!..'ssional Distri1.:l) 

Key Stll/( Klltdr1111 Bradley, Kris t:rick.wn, A11w11dt1 Fischer 

Senate Committee on Bankinr.. Housing and Urban Affuirs 
Chairman: Scnal<lr Richard Shelby (R-AL) 

KcY Staf( Jay D111111 . . . . 

Ranking: Senator Sherrod Brown (D-OH) 
Key Stqlf: Elisha Tuku, Grnham Steele 

House Committee on Oversight and Government Reform 
Chainnan: Rep. Jason Chaffetz 

Kn Staff: Christina Ai::.corbe 
Runking: Rep. Elijah Cummings 

Key Staff· Todd Phillips 

Senate Committee on Homeland Security and Governmental Affairs 
Chairman: Sen. Ron Johnson (R-WI) 

Key Suiff Michael Lueptow 
Ranking: Sen. Carper (D-DE) 

Ke,· Staff:· Rebecca Maddox 

Senate Committee on Energy am.I Natural Resources 
Chairman: Sen. Lisa Murkowski (R-AK) 

Kn St{lff- Kellie Donnel/,, . .. . 
Ranking: Sen. Maria Cantwell (D-WA) 

Ker Sta/( Dm,id Giller.\' 
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Frequent Congressional Correspondents: 

Senate 
Debbie Stabcnow (D-MIJ Pat Roberts (R- KSl 
Sherrod Brown (D-OH) John Boozman (R-AR) 
Heidi Heitkamp (D-ND) Chuck Grasslcy (R-IA) 
Joe Donndly rD-IN) Boh Corker (R-TN) 
E]i,,abcth Warren (D-MA) Richard Shelby {R-AL) 
Maria Cantwell (O-WA) Jerry Moran (R-KS) 
Dianne FeinstL'in (0-CAl James Lankf(m.l (R-OK) 
Jeff Merkley (D-OR) Mike Crapo (R-1D) 
Bernie Sanders (D-VT) Cory Booker (D-NJ) 
Jack Reed tD-Rll Mark Warner fD-VA) 

House 
Collin Peterson (D-MN) Chellie Pingree lD-MEl 
Rosa DeLauro (D-CTl Vicky Hartzler !R-MOl 
Maxine Waters fD-CAJ Rodney Davis (R-IL) 
Carolyn Maloney (O-NY) Mike Conaway (R-TXJ 
David Scott (D-GA) Austin Scott (R-GAl 
Bill Foster (D-JL) Randy Neugebauer (R-TX) 
Jared Polis rD-CO) Rodney Davis (R-ILJ 
Frank Pallone !D-Nl) Scott Garrett (D-NJl 
Elijah Cummings (D-MD) Vicki Hartzler (D-MO) 
Sean Maloney (0-NY) Jason Chaff etz (R-UTl 
Jeb Hensarling (R-TXJ Fred Upton (R-Ml) 

Sean Duffy (R-Wl) 
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Issues of Interest to Hill 
• De minimis threshold level 
• Cybersecurity 
• Harmonization - lntcrm1tio11al and Domestic 
• Extraterritorial applkation of rules 
• Cost-1:kncfit Analysis 
• Electronic Communications Privcicy AcL (ECPA) 
• Whistlchlo\l.'er Office general operations and use of resources 
• .. Bad Actor .. Waivers 
• Soun:e Cod1.; and Rt·gu lat ion Automated Trading ( Reg AT) 
• Data and Transparency-related matters 
• Automated/H igh-Frequcncy/Elcclronic Trading 
• Position Limits and Bona i-:ide Hedge Exemptions 
• Credit Risk Transfers 
• End-User related concerns 
• Live Cattle Futures 
• Other Specific issues of OLA interest: Senators Warren and Warner introduced S.311 X. 

the Derivatives Oversight and Taxpayer Protection Act in June 2016. Rep. Cummings 
offered a companion bill in the House, HR 5592. The CFfC was not consulted on 
technical matters. The agency provided a short briefing to the staff of Senator Warren. 
Warner. and Rep. Cummings. although has yet to send up suggested edits. 
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Other OLA duties 

Cot1gressiot1al hearing.fl 
• OLA is point of cnntact when Commillees are planning hearings at which CFTC 

witnesses arc to testify: rcsponsihlc for negotiating date and time 
• OLA works with Committee staff and personal office staff to identify key issues to be 

raised during hearing 
• OLA plans and nms ··murder board·· sessions to prepare witnesses. Panels for these 

sessions arc frequently composed of Division Din::dors, Chairman or Commissioners' 
counsels and subject matter experts where appnlpriate 

• OLA assists Commission witnesses and manages prm.:css of securing responses to any 
questions for the record that may be submil!L'd after conclusion of a hearing. 

Cot1gre.f/siot1al corre.fipo11det1ce 

• OLA works with Chainnan·s office and Divisions to route letters appropriately and 
prepare response when called for. This can include constituent requt>sts. 

CFTC Staff tech11ica/ assistance for Congressional of/ices 

• OLA is point of contact for Congressional offices seeking technical assistance related to: 
o Legislation 

• OLA works closely with the Office of the General Counsel to provide 
legislative technical assistance 

• Practice of OLA has been to provide technical assistance regardless of 
whether the legislative effo11 is supported by the Commission 

• Priority is accorded lo the Agriculture and Appropriations Committees. 
then lo otht>r Commiuees, then Lo incli vidual Congressional offices 

o Responses ro non-routine information requests regarding the agency - often 
related to Commission-related budget actions 

• OLA works closely with OED on the budget matters throughout the year. 
The Appropriations process takes up a significant amount of time. 

01..A. also is re.fipomible for coordinating: 
• Brkfings for Congressional staff 
• Meetings bctwccn the Chairman and Members or the House and Senate 
• OLA assists Commissioners on an as-neetkd basis, although generally the 

Commissioncrs manage thcir own rclalionships wilh Congress 
• Commission nominations 

o Practice has been for White I-louse to hand off nomint>es to OLA for purposes of 
navigating the Senate confirmation process 

• lntcragency matters as thcy pertain to Congress. 
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December 21, 2013 

Memorandum for CFTC Commissioners 

From: Steve Adamske 
Director, Office of Public Affairs 

Subject: Transition Memorandum Regarding the Office of Public Affairs 

Overview: 

Staff: 

The Office of Public Affairs supports the Commission as the gateway to public 
information with our website, our reports and through "push" notifications, such 
as press releases and updating social media sites. We are responsible for 
getting the Chairman's and the Commission's message out to the press and the 
general public, and we are also tasked with managing the CFTC's reputation and 
standing. We also take incoming press inquiries and questions from the general 
public. Because of Dodd~Frank, the work of the Office has grown significantly 
compared to when the Commission only regulated the futures industry. The 
Office has a staff of six that includes one political appointee and five career staff. 

The Office traditionally (and mainly) supports the Chairman in his efforts to set 
the agenda of the Commission, and because approximately 90 percent of the 
press generated and incoming calls are for and about the Chairman. We do, 
however, support the other commissioners by providing assistance and advice. 
We also post statements, speeches and testimonies on the website as soon as 
possible. However, because of the party split and because of the independence 
of the commissioners, commissioners and their staff normally handle their own 
press calls, speeches and interviews. We do offer to facilitate in any way per a 
commissioner's request. 

The Office also maintains the Commission's website, and it is filled with reams of 
information. The website is not without its challenges and navigating the site can 
(at times) prove to be a struggle. 

OPA staff knows that we are the public face of the Commission and are trained 
to carry their conversations with the public and press with care. Further, all staff 
work with the knowledge that anything they say could end up on the front page of 
the Wall Street Journal. Further, we seek clearance by the General Counsel, 
Chairman's office, Division Directors and responsible staff for any press release 
or update to the website. While this process at times can be cumbersome, we 
are the last line of defense to ensure that material is not published until it is 
properly cleared. 
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Donna Faulk-White - Deputy Director (career deputy) 

Donna serves as the career deputy to help manage the day-to-day operation of 
the office, assist the director in managing staff and handling the daily flow of the 
office. She also fields calls from reporters and track down various information or 
arranges staff to talk to reporters in a not-for-attribution manner. 

Dennis Holden - Associate Deputy Director 

Dennis is a long-time employee of the Commission who mainly handles 
enforcement releases. With almost 100 cases per year, that amounts to about 
two releases a week. It is a time consuming job to go through the cases. draft a 
release and handle general enforcement-related press. lt is Dennis' job to work 
with the staff attorneys. prosecutors, and others in advance of the filing of a case 
in order to put out the release. Because these cases often involve areas outside 
of Washington, DC, New York and Chicago, Dennis ensures that appropriate 
local media are notified in order to better inform the public of fraudulent 
activity. The rest of the staff doesn't generally assist unless the case is so high 
profile (i.e. MF Global, Libor, etc.) that additional resources and or oversight are 
necessary. 

Michelle Woodland - Web Content Specialist 

Michelle's job is to run and maintain the website. She has grown into this role 
from a staff associate to being our main point person for updating and 
maintaining the website. She also supports the office by putting out releases and 
ensuring that commissioners have priority when they need their statements, etc., 
put on the website. 

Antoinette Turner - Associate 

Antoinette (also called "Nikki'') supports the Commission and the office by 
providing a daily snapshot of the day's news involving the Commission, our fellow 
regulators and the industries we regulate. She is responsible for wading through 
the various news outlets to inform the Commission and the staff of what is 
happening in the media. Nikki also is able to put out releases, update the 
website and update our social media outlets. 

Chanel Smith - Special Assistant 

Chanel works for both the Office of Public Affairs and the Office of Legislative 
Affairs. In this capacity, she ls responsible for all administrative duties such as 
time and attendance, travel, procurement, etc. She is learning how to put out 
press releases and update the website in order to have yet a further backup 
person who can support the office when staffing is thin. 
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Press: 

The Commission is covered by a small, but hardworking press corps that largely 
tracks everything we do and when we do it. With the passage of Dodd-Frank, 
the press corps has grown commensurate with the Commission's new 
responsibilities, and the seriousness of their reporting should not be understated. 

The wire reporters have covered just about everything the Commission does, but 
the bigger papers are more selective. Here is a list of the names you will get to 
know as you take over the Commission. 

Newspapers: 

New York Times: 
Wall Street Journal: 

Ben Protess, Editorial: Theresa Tritch 
Andrew Ackerman, Dave Michaels, Katy Burne, 
Aleander Osipovich, Editorial: James Freeman 

Financial Times: Greg Meyer (Commodities), Joe Rennison 
Washington Post: Dina EIBoghady, Danielle Douglas (Note: the Post 
only covers the CFTC on fairly big issues such as MFGlobal. Libor and cross­
border derivatives regulation.) 
Wires: 

Bloomberg: Ben Bain, Matt Leising (NY) 
Politico: Zach Warmbrodt, Patrick Temple-West 
Reuters: Lisa Lambert, Sarah Lynch, Patrick Rucker (energy) 

Speciality: 

MarketVoice: Will Acworth, Joanne Morrison (FM is the in-house 
publication of the FIA, but we treat them like regular reporters per their request) 
Platts: Maya Weber 
Argus Media: John Heitman 
Mlex Neil Roland 
Risk: Peter Madigan 

TV: 

CNBC: 
(DC) 
Bloomberg: 
Fox Business: 

Kate Kelly (NY), Mary Thompson (NY), Eamon Javers 

NIA - No dedicated correspondent at this time. 
Peter Barnes, Rich Edson 

Occasionally, we will get called by CNN, NPR and the major networks, but this is 
rare and usually on the big ticket items (case against Corzine, for example). 
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Social Media: 

We regularly update the CFTCs Twitter (@cftc) and Facebook pages when we 
put out releases or we are informing the public of some news. Rarely do we 
engage or interact or get into "conversations" with people on Twitter using the 
@cftc handle. 

Website - CFTC.gov: 

OPA updates and manages content for the website, though the site is technically 
maintained by the Office of Data and Technology (ODT). As said earlier, the 
website is full of information, but getting to that information at time can be a 
challenge. We have, over the past few years, improved the search function and 
related content so that information is more easily found. 

Under the direction of Chairman Massad, we are in the middle of an update of 
the website. The design has been chosen, and we are currently in a two-step 
phase for implementing the new design. 

In phase one, around the first of the year we will launch the new redesign of the 
website using "old technology," meaning we will retrofit our old website content 
into the new design using an antiquated Content Management System (CMS). 
The CMS is the underlying technology platform that allows us to make updates, 
posts and changes. It is an old system that needs to be replaced, and we are on 
track to replace it by next summer. 

As mentioned, around next summer or phase two, we will launch the new CMS 
with a content refresh. The CMS is vital for us to more easily post to the website 
and make changes. The content refresh is equally as vital. We will be working 
with each division and office to review their content on the website and to make 
changes as needed. archiving items that are out of date, and to overall review 
their content. This content refresh will significantly help people find things on the 
website and will allow metadata to be tagged, which will help the search function. 

4 

28 of 241 



Office of Minority and 
Women Inclusion 

TO: 

FROM: 

DTE: 

SUBJECT: 

U.S. COMMODITY FUTURES TRADING COMMISSION 

Three Lafayette Centre 

1155 21st Street, NW, Washington , DC 20581 

Telephone: (202) 418-5000 

Agency Review Team for CFfC 

Lorena McElwain, OMWl Director 

Octob r 31, 2016 

Office of Minority and Women Inclu ion (OMWI) 

I INTRODUCTION 

The Office of Minority and Women Inclusion (OMWI) ad a.nee the mi sion of the CFfC by: 
• Su tainingconfidence in equal employment opportunity, diver ity, and inclusion programs· 
• Being a proacti e neutral and transparent resource for conflict management and resolution-
• Having a ]eadership presence throughout the Commission and theFedera1 EEO/civil 1ights 

community. 

The OMWI priorities are aligned with the Management Objective: ection of the 2014-2018 
CFTC trategjc Plan: a high-performing, diverse, and engaged workforce. The OMWI i 
respon, ibl for Objectiv 5.1 t) - number of diversity-related partner hip and alliances. To date, 
OMWl ha establi bed 10 minority partner fops, meeting thi · ·trategic objecti e two year · ahead 
of cheduJ 

Th OMWl h· a total of thre full-tim staff memb rs: 
• Lor na M Elwain OMWI Di.r tor (CT-0260/15) s erve a th 

0 Officer and J acting authority on E O matter . Th dutie 
ind pend nt/n utral natur of th position the authoritie. est d in th po ition and th 
aQ'en yE Opr gramrequir m ntsa.red cribedin2 .. R. 1614.102. h OMWI 
Direclor report dir ct.ly to the CFTC Chair, a ' required by thi provi ion. 

• arah umm rvill , ni r EO pecialist (CT-0260/ 14 erves a the ommi ion ' s 0 
complainl manager and policy expert. The EEO complaint proce and related program 
comp nent are de cribed in 29 C.F.R. § 1614.102 and qua] Employment Opportunity 
Com mi ion (EEOC) Management Directive 110. 
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• Derrick Wilson. Diwrsity Program Manager {CT-0260/12 ). serves as special emphasis 
program manager and implements proactive diversity and inclusion programs in compliance 
with 5 C.F.R 720 SUBPART B - Federal Equal Opportunity Recruitment Pro~•--ram (H 
720.201 - 720.207). and EEOC Management Directive 715 (MD-7151. 

As 1he head of an agency, the CFTC Chair has a few EEO responsihilities in compliance with 29 
CFR 161-l and EEOC n.:-gulations: 

• Issue an EEO policy and anti-harnssment statement within 6-months of appointment aml 
annual I y thereafter. 

• Appoint Resolving Officials to selllc EEO mallers as needed. 
• Sign. or appoint <lcsi gnec to sign. the annua 1 EEOC MD-715 Report by January 31 " of each 

year. 

II EQUAL EMPLOYMENT OPPORTUNITY (EEO) 

Key EEO Trends 
In Fiscal Year 2016 ( FY 16), the OMWI managed a total of 16 cases at various stages in the EEO 
complaint process. Eleven ( 11) of the 16 cases were initiated in FY 16: 

• The issues raised were non-sexual harassment (55%), promotion l279i ). appointment (99i J, 
awards (9l/c). tenns/conditions of employment (9%). and removal (99c ). 

• The bases cited were rep1isal/retaliation (91 % ). race ( 72% ). national origin (45% L sex 
(45t:;'c ). age (.~6% ). color (27% ), disability (18%). and religion (9% ). 

• The average time for completing traditional counseling was 16 <lays ( 1-l days below the 30-
day limit established by EEOC MD-110). 

• Alternate dispute resolution (A.DR) cases were closed within 80 days ( 10 days below the 90-
day limit established by EEOC M D-110). 

• The average time for conducting investigations was 144 days. 36 days below the 180-day 
limit (MD-110). The FY16 average days ( 144) was also lower than FY IS ( 17.5). 

• The average cost for counseling was $1,91 J, and the average cost for investigations v.-as 
S2,967. Counseling. investigation and mediation services arc proviJcd on a contract basis as 
needed. 

Key EEO Accompli.drme11ts 
• Trained 9 is,;. of supervisors in compliance with the Notification and Federal Employee 

Antidisnimination and Retaliation (NoFEAR) Act. 

• Established a Resolving Official Program. An:ording to EEOC M D-1 I 0. a neutral in<li viJual 
must serve as settlement official when resolving EEO complaint matters. 

• EEOC highlighted CFTCs efforts to decrease investigation timeframes in the EEOC Annual 
Report to Congress suhmitted in the spring nf 2016. The CFTC OMWI decreased the 
timeframe for conducting investigations hy 3Ylr to 178 days in FY 13. \1..-hich is he low the 
timdrame required by EEOC MD- I IO ( 180 days) and below the i-=ederal Government 
average (-l51 days). In FY16. the CFTC OMWI further reduced the timeframe to 1-l-l days. 

2 
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Select EEO Goals 
• Pro id EEO training to mp1oyee. in compliance with tbe otificati n and Fed ral 

Emplo e Antid1 rimjnation and Retal iation (NoFEAR) t. 
• h EOC ndu tedapreliminaryr view fCFTCEEOfun tin in Mar hof2016 nd 

identified th followincr hwnan resources functions a needing nbaoc m nt: rea ·onab1e 
a mm dati n p li y and pr edur , utilizing cbedul Hirin uth rit f r p r on 
with di a iliti nti-Hara . . m nt Pr gram . parat fr m E O and I w r pr ntati n f 
w m nm cuti -I I Tl6- Tl8) po iti ns . 

ID DIVERSITY & IN L SION 

Diver, ity Trend 

The representation of African Americans and Asian Americans in the 
CFTC workforce exceeded the Civilian Labor Force (CLF) in FY2016, 

whereas the representation of Hispanics was below the CLF 

60% 

SO% 

40% 

30% 

10% 

10% 
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50% 

45% 

40% 

35% 

30% 

25% 

20% 

15% 

10% 

5% 

0% 

48% 
44% 

1% 1% 

Women Hispanic African Am Asia n Am Am Indian 

• CLF • CFTC (726) 

90% of CFTC employees were in grades 13+ in FY16. 
Diversity tends to decrease as grade increases. 

47% 

CT-13 CT-15 

• Female 

CT-14 

Hispanic African Am • Asian Am • Am Indian 
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FTC workforce profi le is comparable to elect Federal financial regulator 
TotaJ WF Femal Hi spanic African A. ian Am ncan 

Jnclu ion Trend 

5% 
5o/i. 
4o/i. 
7o/i. 

Th v In ]u i n u ti nt i a factor imaly i • of 22 mploy wp int 

lndjan 

0.0% 
0. % 

.5 ¾ 
0.0% 

qu ti n grouped int fi behavi rs (fair, op n cooperati upp rti e and mpow ring 
en ironm nt with a high d gr e of corr Jacion wi.th in lu i ninth w rkpla . onsist nt wit!, 
the F d ral Go ernment the FTC cored lowest in the fairn ·scat gor in 14 ( 4 Y 15 
( 7 , and Y l 42 . Whil the e . c r s do not lJ ce ·sarily mean Fed ral r CFf manager are 
unfair. the core ugge t employee p rceive the organizatjonal en ironm nt of ome Federal 
ag n ies ha an opportunity to improv in th.i s category. 

FY2016 ew Inclu ion Quotient (New IQ) 
New IQ Fair Open Cooperative Supportive Empowering 

CFrC 57 42 57 45 84 57 
Fed Gov 58 45 57 54 75 58 

Key Diversuy & Inclusion Accomplishnients 
• cabli hed 10 minority partnersrups, meeting goal 5.1 (f) of the 2014-2018 CFrC Strategic 

Plan two year · ahead of schedule. 
• E tablish d di r it workgroup to engage employee affinity group leader and divi ion 

r pr entativ . in djver ity matter:. 

elect Diversity & h zclusion Goals 
• Pro ide un on ciou bia training using OPM's ew lnclu ion Quoti nt curriculum (no 

o l . 

• ndu r li t ning sion to i.den tify mp.Icy p rception with r gard l faim s (trav 
co. tab orb db MWl p rational budg t). 

• i ·ion: to pr vid v lunt r int rn ·bip opp rtunitie · to Gullaud t ni.v r ·ity 
t). 

• n urag w men t parti ipat in th FT a hing pr 0 r·:tm and impl m nt an - . t 
m ntoring pr gram for ·upervi · ry po ·itions. 
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Division of Clearing and Risk 

U.S. COMMODITY FUTURES TRADING COMMISSION 
Three Lafayette Centre 

1155 21st Street, NW, Washington, DC 20581 
Telephone: (202) 418-5044 
Facsimile: (202) 418-5547 

MEMORANDUM 

TO: Timothy G. M sad hairman 

FROM: J ffr y M. Bandman 
cting Director Division of Clearing and Risk (OCR) 

DATE: ovember 16 2016 

SUBJECT: Transition Memorandum: FY 2017 Core Activities and Priorities 

A. Background 

1. DCR's Mi sion, Responsibilities, and Activit ies 

DCR 's mission is to enable the Commission to meet its statutory responsibility to ensure the 
financial integrity of all transactions subject to the Commodity Exchange Act ( 'CEA ') and, 
more generaJly, the avoidance of systemic risk. To that end DCR over ·ees central counterparty 
clearinghou e (referred to a derivatives clearing organizations, or' DCO ") the member of 
DCO (generalJyrngulated by the Commission as futures commis ion merchant or 'FCMs '), 
and other market participant that may pose risk to the clearing proce , and the clearing of 
swaps future , and option . DCR oversees th safety and soundne s of DCO the ri k that 
D O' incur from - and po to - Lheir members, and jrs compliance with th CEA and 
Commi ion regulation in luding those requirement impo ed by th Dodd-Frank Acl. 

Re. ilienc of clearinghou e ha. becom th focu: of int nse attenti n, b th withjn th 
mmi ·ion and acr , regulat ry aul.borities d mestically and int rnati nally. ew wap 

cl aring r quirem nl bav inten i.fi d thi fo u . Wbil the C mmi ion ba x.plicitly regular d 
DCO inc the na tm nt of th Commodity Fu ure · Mod mization Act of 20 0 th financial 
en I f 2008 - and th link b tween unregulated bilat ral waps and that cri ·i - led th G20 
L ader t tat in 20 9 a fram w rk by whi h standardized , wap . h uld b r quir d t b 
cleared by entral counterparty learinghou 'es. In the U.S. the Dodd-Frank l amend d Lb 
CEA l autboriz the FTC to require that certain wap b cleared ·through r gi tered DCO · 
other jud diction are adopting !earing requirements of th ir own. 

A central counlerpartie CCP are intimately connected to their member and ice- er a. The 
large t clearing member are, or are affiliated with, globally y temically important bank 
(GSIB . E posures to CCP may b among th largest couaterparty expo ure G IB nave. 
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The y temic importance of c]earinghouses is enhanced by their centerpo1ar po ition as financial 
mark t infra tructur the d pend nee of their m mbers on th prompt and continuou 
functionjn 0 of Lh ir clearing y ·t m ·, and the fa t that marker parti ipant are n w legall 
required l u their ervic . The e development have tr ngth n de p elation regarding a 
·p cial r · p n ibility undertaken by regulators to en ur that cl arin°hou · are afe, und and 
r s ili nt. h FT , th r U r gulat r · represented on th inancial tability Ov r ·ight 

) and int ma.ti nally, mark t regulator bank r aulator and y t mic 1i k 
all nly~ u d nb rhthi enhanc d y L micimport n ndthi ' p i I 

Th rtan f cl ar mark ts in futures and swap · ha · gro n norm u ly. Th 
fir t wap cl aring manda.t in the ar a of int r t rat wap and r dit d fault 

r i u din late 2012. ub -equ ntly, th amount frisk I ar d by D h · ri n 
ore ample as howa in the chart below, as of September 30 201 th fi e large t 
i tered with th C r held approximately $305 billion in initial margin for !eared 

wap and future . compared to approximately $193 billion at th end of 2013 and 89 billion on 
June 30 2008. Global implem nlation of new rules for bilateral margin for uncl ared swap ) in 
early 2017 can b expected to drive further growth u1 central cleruing. 

Total Initial Margin Requirements 
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• ICUS 
ICC 

• ICEU 
• LCH 
• CME 

DCR i th group within the FrC re pon ·ibl for regulati n and ·upervi:i n f D O . . D R is 
al o r pon ible for coudu ting ri k ui-v illance" by id ntif ying quantifying, and m nitoring 
th ri k p db and t D O , .I aring participant . and th r mark t participant that m y 
p risk th clearing pr e . · inally, D R :is respon ·ible f r th v r i ht f p ition in 
futur s opti n on futur , and , wap thal are cl arecl by D O ·. 

D full time equival nts (FT . The Pre ident' FY 17 ud t 
Ff r qu t d 95 FfE, for D R. D R i theref r op rating at a taffing 

d fici ncy of 27 FT compared to th President's budget reque t mar than 2 %. he 27 
would b a ign d primarily to D R s ~xaminations and Ri · Sur illance Bran h 

OCR ha fi e program branche - hi f Coun el ]earing Policy. E amination , Product 
Review and Risk urveillance. They are responsible for: 

2 
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• Preparing regulations, orders. guidelines, and other regulatory work product on issues 
pertaining lo DCOs. including issues surrounding !he protection of customers in the 
bankruptcy or insolvency of an f<CM or DCO; 

• Reviewing DCO applications for registration, petitions for regulatory relief or exemption, 
and rule submissions. and making n:commen<lations lo the Commission: 

• Examining DCOs for compliance with all rclevanl requirements of the CEA and 
Commission regulations - this includes examining systemically important DCOs 
(SIDCOs) at least once a year: 

• Reviewing financial resource and other reports periodically submitted hy DCOs to ensure 
compliance with CfTC' regulations: 

• Analyzing notifications submitted by DCOs regan.ling hardware or software 
ma!runctions. cyber-security intrusions, or threats that have (or may have) a material 
impad on clearing; 

• Making determinations and n:commcndalions to the Commission as to which types of 
.,waps shoulJ be required to be cleared: 

• Making determinations and recommendations to the Commission as to the initiul 
eligibility or continuing qualification of a DCO to dear swaps: an<l 

• Conducting regular risk assessments and surveillance or the risks posed by and to DCOs. 
clearing participants. and other market participants including swap dealers, major swap 
pm1icipants. and large traders. 

In addition. OCR staff pai1icipates in or leads several domestic and international regulatory 
initiatives (includin£ those in the CCP Workplan) to establish standards affecting clearinehouses 

~ ~ ~ 

and their pa11icipants. and to coordinate an<l harmonize regulatory activities. 

2. lndustrv Bach:round 

a. Number of registered DCOs, including SIDCOs and exempt DCOs 

The CEA requires a DCO to register with the Commission if it seeks to clear futures or swaps. 
There arc currently 15 registered DCOs. Two DCOs for which the CFfC is the primary regulator 
(or ··Supervisory Agency") have been designated pursuant to Title VIII of Dodd~Frank as 
systemically important by the FSOC. These SIDCOs are Chicago Mercantile Exchange Inc. 
(CME) and ICE Clear Credi1 LLC (ICC). 1 

OCR also considers two U.K.-hased registered DCOs Lo he systcmkally important to the United 
States even though thr:y han: not bei.:n Jesignated as such hy FSOC. They arc- LCl-1.Clearnet Ltd. 
( LCH Ltd.) and ICE Ckar Eurnpc (ICE U l. 

SIDCOs must comply with additional Commission ri.:gulations, found in Suhparl C of Part 3lJ. 
that wt>rc adopted so that SIDCOs woulJ be subject to a regulatory regime consistc-nt with the 
CPMI-IOSCO Principles for Financial Market Infrastructures (PFMls). Other DC'Os have been 
permitted to elect to he helJ to the additional Subpart C regulations in order for their clearing 

1 The Options Clearing Corporation is a registt?red DCO thal has ht?en designated as systemically impnrtant hy 
FSOC. f-lmwver. hccausc most of its activity is corn1L'CtLid with its status as a securities clearing agency. its 
Supervisory Agency is the SEC rather than the CFJ'C. 
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membe t qualify f; r low r capita] requi rements. The DCO referred to a ubpart CD 0 
are I E l ar l , odal 1 ar LLC, and Minneapoli Grain E chang Inc. 

Tb mmi ion toe empt a non-U .. DCO from r o-i tration for tb cl arin 
of wap if th D i ubje t t compa:rabl , c mpr -hen -iv up rvi i n y it h m country 
r gu lator. The1 ar currently f; ur exempt D Os, ba:ed in Au tra lia H ng K n Japan. and 
Kr a. mptD O· may I arpr pri laryswap ' forU . . pf" n · wh r cl arin m mb r · 
( r th ir affili re but m y n t I ar wap. ~ r U .. cu. t m r . 

b. Mar0 jn r quir ment at th large ' t D O as of pt mb r 0. 016 
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• LCH td. i dually regulated by the CFT and the Bank of England. L B td. D 0 
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• ICE Clear .S. lear futur s and options in equity ind xe ft omm ditie and 
cuIT ncie . lt has at taJ margin requirement of appro imately $ l- billion. 
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B. Core Activities and Top Priorities for FY 2017 

I . Examinations 

Fxaminations arc one of DCR 's most effective tools for overseeing a DCO's compliance \Vith its 
s1atutory and regulatory obligations. Each DCO must he in compliance with 17 statutory C{1rc 
prindplcs and implementing regulations at all times: however. each DCO has some discretion as 
to how it meets the core prim:iplcs. Each DCO is unique in its approach. The core principles 
tnuch all aspects of the clearing process and include, hut arc not limited to. financial resources. 
risk management. system., safeguards, and default managcmcnl. 

Annual examinations of all SIDCOs are required by statute. so CME and ICE Clear Credit will 
be examined in FY 2017. For these examinations. the C FTC must consult with the Federal 
Reserve on scope and methodology. Pursuant to Title VIII. the CF-TC measures compliance 
using heightened risk management processes and procedures and prudential standards 
concerning: payment. clearing. and settlement, supervision and the resources and capabilities of 
the SIDCOs to monitor and control such 1isks. These examinations are resource intensive. The 
Federal Reserw is permitted under Title VIII to participate in SIDCO examinations and 
regularly does so. 

While it is DCR's objective to examine each of the DCOs for which the CFTC is the home 
country regulator annually. OCR has been unable to do so, and cannot do so in FY 2017. due to 
resource constraints. In FY 2017. DCR expects to perform examinations of three non-SJDCO 
DCOs. SelecLion of such DCOs for examination is risk based. 

During each examination. OCR typically reviews over 1.000 documents ranging from banking 
materials. to quantitative risk management results and melhodologies, to cybersecurity testing 
results. DCR may also perform independent backtesting and stress testing:. After documents are 
reviewed. DCR spends up to several weeks doing fieldwork: less time is spent at foreign DCOs 
due to trawl costs. Once fieldwork and analysis is complete. OCR prepares a report presenting 
its findings to !he Commission and provides the report to the DCO. A critical pa11 of the 
Examination process occurs after Lhe report has been completed and delivered. OCR V..'orks 
actively with the DCO to monitor its n:mcdiation of the findings in an iterative process that can 
last months. or longer. 

In addition to examinations. DCR monitors DCO compliance with the CEA and the rekvant 
CFfC regulations am\ conducts ongoing oversight of DCO safety and soundness by reviL•wing 
various quarterly and annual financial resource reporting and other reports that CF-TC regulations 
require DC Os to submit. In FY2016 and 2017 OCR has made a "collateral sweep" a priority to 
confirm customer and member collateral at DCOs matches what is reported . 

.., 
Cybc-r.-.ecurity. Cyber resilience, Information Security and Svstcms Safecnards 

Cyber threats are among the greatest risks to financial stability and to critical market 
infrastrncture such as CCPs. DCOs must submit reports when certain systems events occur (e.g .. 
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a cyberscc-mity incident. hardware or software malfunction. or threat). DCR reviews the reports 
(and engages where needed with DCO personnel) to ensure apprnpriaLe measures to fix the 
irn.:idenl are 1.ksigned. tested and timely placed inlo production. 

In FY 2016 the Commission adopted new systems safeguards rules for c-yberset:urity for DCOs. 
In FY 20 I 7 requirements for DCO compliance with the new rules hcgins phasing in. A major 
FY 2017 priority will be inrnrporaLing <.:ompliam:c with the new rules into the OCR examination 
program and continuing to den:lop and maintain the necessary staff expertise. 

OCR also participates in gowrnmental and private groups that pertain to information security. 
OCR participates in monthly FBIIC meetings. atlcmls ChicagoFirst meetings. and participates in 
drills \Vith other rcgulatnrs and also with DCOs. OCR also participates in CPM I-IOSCO work on 
cyber resilcncc and sharing of information regarding to cyber events. 

3. Risk Surn:!illance of Futures. Options. and Cleared Swaps 

DCR has the responsibility to conduct .. risk surveillance" of futures. options. and s,vaps. a 
critical component of DCO oversight. DCR ·s pioneering risk surveillance program. based on 
extensive infom1alion submitted by DCOs and large traders on a daily basis. is unparalleled 
among regulators worldwide. 

Risk surveillance differs from market surveillance by focusing on financial integrity as compared 
to market integrity. Risk surveillance addresses whether market participants can meet their 
financial obligations. Market surveillance addresses whether they are engaging in 
anticompetiti\'e or manipulative behavior. 

Risk surveillance is carried out using various tools to evaluate financial risk at DCOs. clearing 
FCMs. non-FCM dearing participants. and other market participants. On a daily basis. staff use 
data to (I) identify positions in cleared products that pose significant financial risk and (2) 
confirm that these risks arc being appropriately managed. This process identifies customl'rs that 
pose risks to clearing members and clearing members that pose risks to DCOs. The program 
atlempts to be proactive rather than reactive -- to identify who might pose risk before market 
volatility occurs. 

After identifying potential risks at customers or dcaring members. staff estimates the magnitude 
of the risk and compares the c;,i\culated risk lo av.1ilabk rinancial resources. Staff also apply 
stres:-. testing to estimate losses circumstances such as extreme market nH1ves. Staff engages 
with customt•rs. dcaring members and DC'Os to follow up on issues of concern. 

Risk SurveillaiKe has also implemented a program lo review risk management prrn.:edures of 
de,lring FCMs and swap dealers for rompliam:e with applicable CFfC regulations. 

FY 2() 17 majtlr challenges and priorities include: 

• Completion and pub] ication of a public report on the CFTC' s first "supervisory stress test"' to 
assess the impact of a set of hypothetical market conditions across multiple DCOs, with a 
focus on finns that hold dearing memberships at mulliple DCOs. 
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• Data management and integration - because the Risk Surveillance program is among the 
most intensive and sophisticated data users in the Commission, FY 20 I 7 priorities include A) 
continuing to develop and to refine tools to sort and filler the enom1ous amount of data: and 
B) working to improve quality nf Swap Data Repository data. DCR is the business sponsor 
of the eun·ent phase of OD T's "Transitional Swaps Database·· pro_ject. 

• Integrating unckan:.•d positions integrating surveillance of cleared prrn.lucts ,vith 
surveillance of uncleared products in order to evaluate systemic risk across DCOs and across 
deared and uncleared markets. Market participants manage their risks w .. ·ross cleared and 
urKk-arcd m,ll"kcts. Cleared and unL·learcd pllSitil1ns often haVL' ll!Tsctting risk chanJL'teristics. 
Therefore. In ohtain an accurate assessment of overall risk, it is necessary to inlcgrate them. 

4. Recoverv and Resolution Planning: Scenario Exercises 

Planning for clearinghouse "recovery" refers to preparation for a situation where stresses such as 
member defaults may result in exhaust ion or" clearinghouse· s pre funded tinancial resources. 
and the clearing.house seeks to use tools established in its rulebook to hedge losses. transfr-r 
defaulting member positions and portfolios. reestablish a matched book and replenish ils 
financial resources. DCOs are required to have viable written plans for recovery and winddown 
as well as rules in their rulebooks to address such eventualities. ]n July 2016. OCR issued 
detailed guidance regarding DCO recovery and wind-do'A-'11 plans and rules. Resolution planning 
involves planning. for situations. however unlikely, where a recovery has been unsuccessful or 
threatens financial stability, and where a public authority may thus detennine to exercise 
resolution powers. 

Recovery and resolution planning form a major OCR priority for FY 2017. with several key 
milestones. OCR is seeking: to complete its review of the SIDCOs · recovery mies by the end of 
calendar 20 I 6. This process involves consultation with the Federal Reserve for both SIDCOs: in 
addition changes to ICE Clear Credit's rules require SEC approval as well. DCR has been 
working \Vith CME, ICE Clear Credit and ICE Clear U.S. on their recovery and winddown plans, 
and these are also expected to be completed by the end of calendar 2016. OCR v.·ill focus on 
ru !es an<l plans of other DCOs in calendar 2017. 

Under Dodd-Frank the FDIC would be the "n.:solution authority" for a SIDCO. OCR is actively 
working wilh the FDIC in the prepar,nion o/' resolution plans ror the SIDCOs. DCR is also 
working with the T=DIC in the establishment of i111crnational Crisis Manal!emcnt Groups tCMGs) 
for the SIDCOs.~ OCR is also participating in CMGs that have hcen established for LCH Ltd. 
and LCH.Clc.>arnl.'t SA. 

Further. OCR has engaged in several intcragency exercises with other regulators regarding 
recovery and resolution planning. OCR initiated and led a staff-level tahletop exercise regarding 
S IDCO rc.>cowry and resolution planning with staff from U.S. regulators in March .:!O 16. 

1 

Planning has bc.>gun for a fol low-up 2017 exercise. DCR has also been engaged in drafting a 
multi-agcm:y Memorandum of Understanding (MOU} that would govern the exchange of 

: Cl\·1Cis are he inf! formed for central cnunterparties (CCPs) that are systcrnicnl ly i mpnrtant in more than one 
jurisdiction. pursuant to the rSH',~ Key Attribuws of F ffective Resolution Regimes. C\1Gs han' the objectiw of 
enhancing preparedness fnr. :md facilitating the management and resolution of. a ti nancial crisis i nvoh·ing a 
rarticular financial institution. 

The L.S. authorities included the Federal Reserve lfoard. Dcpanmcnl of Treasury. FDIC. SEC. OCC am.I FSOC. 

7 

39 of 241 



confidential information in resolution to supplement the Commission ·s existing bilateral MOU 
with FDIC. 

DCR has also been ,.vorking: with DMO and DSIO to complete a staff "Market Disruption 
Contingency Plan" (MDCP) documenting CFTC procedures and authorities fi.)f certain market 
disruption scenarios that could lead to potential DCO recovery or resolution measures being 
invoked. Planning for internal OCR and intcrdi v isional M DCP tabletop c xcrci scs in FY 2017 
has commenced. DCR is also working. with authorities in the UK and Germany with regard to 
cnordinating one or more clearinghouse fire drills in FY 2017 for IRS and other products. 

5. Registration of DCOs, Exemption of DCOs from Registration, and DCO Ruic Filings. 

To be registered with the Commission. a DCO must first file an application for registration, and 
OCR re,·iews, evaluates. and make recommendations to the Commission on such applications. In 
FY 2017. DCR cxpeds to receive and begin processing the application (lf LME Clear. the 
clearinghouse for the London Metal Exchange. Other clearinghouses have indicated interest in 
applying for registration as \veil. 

To be exempt from registration. a non-US based DCO must file with the Commission a petition 
for exemption. and DCR reviews. evaluates. and make recommendations to the Commission on 
such petitions. In FY 2017. DCR expects to complete the processing of petitions from Clearing 
Corporation of India Ltd. and Shanghai Clearing Honse and may receive a new petition from 
Asigna (Mexico). 

Registered DCOs must submit rule changes to the Commission for review, and DCR reviev,•s the 
rule changes for compliance with the CEA and Commission regulations. Certain rule changes for 
CME and ICE Clear Credit are subject to enhanced standards of review and consultation with the 
Federal Reserve. Among the notable rule filings that DCR will review in FY 2017 is one from 
CME that would create a new class of direct funding participants that would clear trades for their 
own accounts. provided the trades arc guaranteed by an FCM clearing memher guarantor. 

6. Clearin~ Requirement for Swaps. 

The Dodd-Frank Act rt·quin:s thi: CFTC to make determinations. on an ongoing hasis, 
concerning whether a s\.vap or class of swaps should be required lo be cleared as well as evaluatt· 
the initial and continuing eligibility of a DCO to clear swaps. 

In November 2012. lhL' Commission determined to require clearing for four classes of interest 
rate swaps and two classes of credit default swaps. In September 20 I 6, the Cl1mmission 
expanded thL' ck;1ring requirement for interest rate swaps. As a result, the Commission ·s 
c I caring requirement is. or wi II he. consistent with those issued by several non-U .S. juri.,dict inns. 
The expansion will be phased in over the ncxl two years in line with those jurisdictions. 

Going forward. DCR will review market data, as well as the effect of the imposition of new 
margin requirements for uncli:ared swaps, to determine whether to recommend to the 
Commission that it propose fm1her expanding the clearing requirement to include other swaps. 
DCR will also continue its efforts to ensure that all parties required to clear swaps under 
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Commission regulations arc in fact doing sn and those market participants that elect not to dear 
their swaps by reliance on rule or staff action arc doing so properly. 

7. FSOC Committee Participation 

OCR staff participates in the FSOC s Rcgu lation and Resolution Com mi Hee ( R RC) and the 
Financial Market Utilities and Paymen1. Clearing. and Scttlcmcnl Activities Committee (FMU 
Committee). The goal of the RRC is to identify potential gaps in regulation that could pose risks 
to 1he financial stability of the United States. OCR staff partil'ipate in and prepare materials for 
RRC working groups. induding one fornsed on the resolution of finandal market utilities. The 
FMU Commillee largely fornscs on issues involving Title VIII of the Dodd-Frank Act and 
DFMUs. As the CF--7T is a Supervisory Agency for two DFMUs. OCR staff work for the FMU 
committee is quite extensive. 

8. Le!!al Analysis 

a. Interpretation and guidance 

DCR is responsible for providing interpretations and other guidance regarding the Commission's 
regulations affecting DCOs. For example, OCR is currently considering. in conjunction with the 
Division of Sv.,ap Dealer and Intermediate Oversight. requests from market participants for relief 
from Regula1ion 1.49 { \Vhich governs the deposit of customer funds in foreign jurisdictions and 
the ability to convert customer funds into alternative currencies) with regards to the use of 
Central Securities Depositories and sub-custodians. 

b. Proposed rulemakings 

1. Vj1dati11g S11hparfs A and B of Parr 39 of the Commis·sio11 "s Regulatio11s 

In 2011. the Commission adopted Subparts A and B of the Part 39 regulations. \\.-'hich implemenl 
the CEA 'score principles applicable to DC'Os. With subsequent experience OCR has identiticd 
pro\'isions that wnul<l hcncfit from clarification or interpretation. and plans to draft a proposed 
rulcm .. tking n:1.:ommending to the Commission appropriate amendments to the regulations. 

11. L'jJdati11g S11hparl C u/'Parl 39 o(!he Commission's Regulations 

In 20 I J. the Commission issued final rules (Suhparl C of Part 3lJ ). which togclher with the 
existing DCO rules in Part JlJ. established the CFTC's regulatory regime for DC'Os that is 
consistent with the PFM!s. CPMI and !OSCO. the relevant international st,mdard selling bodies 
(sec Section l) below) arc actively considering more granular guidance wilh regards to several 
areas addressed in lhe PrM Is. A consultative document was issued in August 2016. and with the 
issuance of a final guidance do1..·ument expected by April 2017. In order to implement this 
guidance. which v.·ill likely be necessary for SIDCOs and Subpart C DCOs to maintain their 
status as QCCPs. staff expects to assess the Guidance and draft proposed rulcmaking to revise 
the Subpa11 C mies or. where appropriate. Commission-issued interpretations. 
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9. International Work 

OCR staff a<..·Lively parLicipales in. and in some cases leads. a number of internalional bodies 
responsible for setting standards that CCPs (including DCOsl and their panicipants are or will be 
required to meet in order 10 operate internationally. These include: 

• The CPMI-IOSCO Policy Standing Group on Standards for Financial Market 
1 n frastrw.:tures and suh-gn iups thereunder, 

• The CPMI-IOSCO Implementation Monitoring Standing Group, 

• The CPMI-IOSCO Cyher-resiliencc Working Group 

• The CPMI-IOSCO Steering Group 

• The FSB"s Resolution Steering Group, and a sub-group thereunder. the Financial Market 
Infrastructure Cross-Border Crisis Management Group. and 

• The Ad Hoc Interdependencies Study Group. 

OCR takes the opportunity to participate in/lead these international standard setting bodies in 
order to promote standards for clearinghouses that are consistent with U.S. la\.\' and Commission 
priorities. that are sensitive to the balancing of costs and benefits. and that promote a level 
playing field for Li .S. entities. 

I 0. Emerging technologies. 

OCR is monitoring the emergence of new technologies such as distributed ledger te<..·hnology 
( DL T). blockchain implementations and virtual currency that may impact clearing or the clearing 
process. including settlement. reporting, recurdkeeping: or collateral. OCR has met with potential 
DCO registrants tha1 are planning to use DLT. ,1\though none have formally applied for 
registration to date. as well as others that may seek to dear products hascd nn virtual currcnl·y 
derivalivcs. OCR is participating in the CPMl-lOSCO Joint Working Group on Digit.Ii 
Innovation. which is preparing a report on potential use cases in clearing and set!lernent Jue by 
Apri I 2017. OCR also chairs an internal CFiT staff-lcw I i nterdivi sional wnrki ng group that 
meets pcrio<lically with clearinghouses. exchanges. market participants, technology innovators 
and othcr regulators to kCL'P ahrcast of <lcvclopments and promote l'Oonlination ,u.:-ross agency 
staff on emerging issues. 

*************************************************************~'**** 
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Divi ion of 
Enforcement 

.S. COMMODITY FUTURES TRADING COMMISSIO 
Three Lafay~_tte Centre 

1155 21st Street, NW, Washington, DC 20581 
Telephone: (202) 418-5000 
Facsimile: (202) 418-5521 

www.cftc.gov 

MEMORANDUM 

TO: g ncy R vi. w T am 

FROM: Ai tan Go Iman Director, Division of Enf rcement 

DATE: o emb r 10, 20 16 

SUBJECT: Tran ition lnfonnation 

This memorandum ets fmth th general mission, structure, and resources of the Division 
of nforc ment ("DOE ' or "Division'), outlines the substantive focus of the program highlight 
ignificant litigation . and identifies critical issues and challenges. A detailed below, DOE 

greate t cbaUenge remains being able to progress investigations in a timely and efficient manner 
and at the ame time litigate the Commi sion 's ca es fully to meet it mandate to protect 
customer from harm and en ure market integtity, given the lack of resources, its continuing lo 
of staff and the lack of ability to grow. 

I. DOE Mission and Structure 

DOE is charged with investigating and prosecuting alleged violations of the Commodity 
Exchange Act ( 'CEA and Commission regulations . Potential violation include fraud 
manipulation disruptive trading (including spoofing), reporting and recordkeeping violation 
capitalization and egregation deficienci.e-s, supervisory violations and other abu e concerning 
commodity deri ati e and waps that threaten market integrity, market participant , and th 
genera] public. 

DO Office f the Dire.ct rover ee the operation and mana0 ement of DOE. Th 
Offic of th Dire tor on ' i ·t of th following: 

ilan G Iman· 

• Prin ipal Deputy Dir ctor and hief Coun: l Gr t hen L w who advi the 
Dir t rand taff on l gal and policy issue · ari ing out f nforc m at a tion , 
and liai with th oth r ot"tic s of the C mmi i n w ll a dome ti and 
i reign auth riti , and ov rsees the office of hief 
E on mi. t Unit and the Business Managem nt Unit 

• Forensic Economist Unit which has 6 economi t and pro ide trading and 
market analy i for all investigation and litigation unit and i headed by PrincipaJ 
Foren ic Economist Jordon Grimm; 
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• Liligalion. Intake and Triage Unit, which processes intake of referrals and 
complaints and triages those eases that merit investigation, and is run by Deputy 
Director Joan Manley: 

• Business Management Unit which oversees thl..' operations and administration of 
the DOE and is headed by Michael Pollard: 

• Office of Cooperative Enron.'L'lllL'lll. which facilitates coordination on 
investigations and litigations with other donlL'stic civil and i.:riminal authorities at 
lhi..' federal and state level and is headed by Richard Foclher: and 

• Whistleblower Office (·'WHO"), which receives and processes whistlchlmver 
complaints and potential awards and is headed by Chris Ehrman. 1 

Five Deputy Directors - two located in D.C. (Paul Hayeck and Rick Glaser). and one each 
in the regional offices. Chicago (Rosemary Hollinger). Kansas City (Chuck Marv inc). and New 
York (Mana! Sultan) - directly supervise assigned attorneys and investigators who conduct the 
investigations and litigations of possible violations of the CEA and Commission regulations. 

DOE has 16 l staff members. consisting of~ 120 attorneys, 23 investigators. 7 economists. 
5 paralegals. 5 management professionals, and I support staff. 3 In FY 2015. after Congress 
provided the agency S35 million in additional funding, DOE was authorized to hire significantly 
more new Slaff and back fill existing positions with the result that we reached staff numbers of 
l 71 as of July 2015. before we declined to our current numbers. DOE's cuJTent TTE ceiling 
imposed under FY 2016 spending plan is 164. 

1 Although housed in DOE, the Whistleblower Office operates independently under authority 
delegated directly by the Commission and is not technically subject to supervision or direction 
from DOE. nthcr than for administrative tasks of approving time off, etc. As a practical matter. 
however, the Director of the WBO works collaboratively with DOE. Recently, the Commission 
has issued a proposed rukrnaking that would, i11rer a!ia, assign overall n:sponsihility for 
administering the whistleblo\vcr program to the Director of the DOE. 81 Fed. Reg. 59.551. 
59.560 (proposed Aug .. 1-0. 2016) (to he codified at 17 C.F.R * 165.15). This would be 
consistent with the practke of till' Securities & Exchange Commission. which operates a 
whist\chlowcr program under a parallel provision or the Dodd-Frank A,.:t. Note that the 
Whistlcblower Office budget is separate from the DOE budget. and its employees have been 
excluded from the staffing numbers reported for DOE. 

~ DOE loses staff to the Commission· s other divisions, pri vale practice or other agencies often 
due to Division· s lack of the ability to offer staff promotion to a higher level of responsibility or 
pay. 

·
1 

These numbers do not include contractors and interns through whom DOE augments staffing 
needs. 
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The vast m~1jority of DOE's resources are dedicated to investigation anJ litigation 
func1ions. DOE"s inve~tigations and litigations generally sound in the pra1..·tice areas described 
bdm1.'. although matters often lwvl' multiple aspects to them. Cl'rtain matters re4uire significant 
DOE rcsourcl's to i1m:stigate and prosecute, such as: matters involving potential manipulation, 
spoofing mother disruptive trading: matters involving novel issues: and mailers that attract 
signifi1..·ant attention due to the gravity or the offenses or market impact. e.g .. the amount of 
customer harm or potential effect on critical markets and/or entities under Commission 
jurisdiction as well an impact on the global financial markets. DOE matters also may require 
significant resources bec,wse they involve substantial i.:oordination with the Department of 
Justice or other domestic or international authorities. For example. the Commi:-.sion made a 
signifil'ant commitment of rl'snuri.:es to its actions against banks for manipulation. allemptcJ 
manipulation of. and falsl" reporting in the Foreign Currency. International Swaps and 
Derivatives Assol'iation Fix ( .. ISDAFix"). and London Interbank Offered Rate ("LIBOR") 
henchmarks. cases that garnered national and international attention due to the potential market 
impact on LT .S. and foreign markets. the scale of the conduct, going back years in some 
instances. the leading financial institutions involved. and the extensive cross-border coordination 
among authorities. 

Following the expansion of the Commission's jurisdiction pursuant to the Dodd-Frank 
Act. DOE has dedicated significant staff and resources to enforcing its proYisions and the 
Commission's implementing regulations. The Commission has already brought actions under its 
new authority prohibiting manipulation and spoofing in markets regulated by the Commission. 
including the swaps markets. as well as actions upholding the new reporting. risk management 
and business conduct requirements. DOE further expects that the Conunission·s other operating 
divisions and offices will continue to refer matters relating to the compliance. reporting. 
recordkeeping, and internal controls requirements of the Dodd-Frank Act and implementing 
regula1ions. 

A. Significant Practice Areas 

DOE investigation and litigation matters are broadly categorized into four an;as: 
(I) manipulation and disruptive trading:. including spoofing. (2) other trade practice violations.'1 

(3) fraud. and ( 4 l supervision. n:pnrt ing and other regulatory violations. Overal I. DOE has 
approximately 104 litigation matters pending in United States District Courts throughout the 
LI .S .. approximately 391 pcm.ling investigations. and 60 preliminary inquiries. During FY 10 I 6. 
DOE opened 258 new inwstigations whih: dosing 246 investigations. 0Vt:r thL' 1x1st se\wal 
years. DOE has significantly more litigations that arc being al'tively ddended and inYolw 
inncasingly more L'omplcx subject mailer. which requires <lL'dicating more resources to litigation 
than in the past. including slaff timl'. experl fees. and disrnvery costs. 

_. Other trade practice violations generally include disruptive trading:. wash sales. and other 
activities that interfere with the competitive trading of exchange-traded contracts. 
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The Commission litigates enforcement actions prim,u·ily in federal cou11. although it has 
authority to litigate administrative actions before the Commission. Since approximately 2002. 
the Commission has almost exclusiwly used the administrative process for enforcement actions 
that arc filcJ and simultaneously SL'ttll'd. In those instances, the Commission isSUL'S an order 
typirnlly selling out finJings, conclusions of law. and imposing sanctions. The Commission abn 
hrings administrati,·ely statutory disqualification actions at limes where the Commission seeks tu 
revoke. restrict or con<lition an existing registration for certain s1a1utory reasons. Such authority 
only rcsidl's with the Commission and thus those actions must be brought ,H.lministrati,·cly.~ 

The Commission filed 68 actions in FY 20 I 6, which is generally the levd of new aclions 
filed for each of the last three ycars.h Over half of the new actions involve fraud or offering of 
illc~al, off-exchange contracls.7 with the other cases involving chan1es of ma11i1mlatio11. .... ._ ...... ...... 

attempted manipulation. reckless use of a manipulative device. dismptive trading. such as 
spoofing. false reporting of market information. other trade practice \"iolations. such as fictitious 
sales or speculative position limits violations. under-capitalization and under-segregation 
violations. charges of making false and misleading statements to the Commission. and 
registration violations or statutory disqualification from registration. 

In FY 2016, through resolution of new and pending enforcement actions. the Commission 
issued or obtained orders imposing over $740 million in civil monetary penalties and over $540 
million in restitution and disgorgcment. Over the last four fiscal years. the Division has 
collected over five billion dollars in civil monetary penalties, or more than 20 times the 
Commission's FY 2016 budget. 

Several of the Di vision· s significant pending litigations are set forth below: 

CFTC 1·. \Vifso11. et al.: Filed in November 2013, and pending in the Southern District of 
New York. the complaint charges DRW Investments. LLC ("DRW"'J and its principal. Donald R. 
Wilson. with manipulating interest rate swap futures contracts on numerous occasions between 
January 201 I and August 201:1. The complaint alleges that DRW and Wilson manipulated the 
prkes of the IDEX USO Three-Month Interest Rate Swap Futures Contract in order to increase 
the value of DR w· s open positions in that contract. Defendants used a mani pu la ti Vl' sd1eme 
commonly known as .. banging the close" in which a <ltfendant places market inpuls. <luring lhe 
sclllemcnt period. in an attempt lo affect or inrtucncc lhe closing price of a futures contract. 
DOE prevailed on a motinn to dismiss. and the Court drnied hoth parties· motions for summary 
judgment in September 2016. The case is set /'or trial commencing on DeL·emhcr L 2016. 

'The Commission no longer employs its own A<lministraliw Law Judges ("'ALJs"') anti the 
Commission has to "borrow·· an ALJ. through Lhe Office of Personnd Manageme111. each time it 
needs one. 

r, In FY 201-l-. the Commission filed 67 new enforcement actions and in FY 2015 69 new aclions. 
7 These cases generally have involved precious metals, forex and/or binary options. 
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CFTC 1·. Kn!fr Foods Group. inc.: fib] in April 2015, and pending in Lhe NorLhern 
Dis1rict of Illinois. 1he complai111 charges Kraft and its spin-oft". Mondclcz Global LLC. wi1h 
111anipula1ion anti attempted manipulation of the of the prices of cash wheat and wheat futures. 
In December 20 I 5. the Court denied defendants' motion to dismiss. finding that DOE had 
mkquatdy alleged manipulation under hoth the standard for Section 9( a)( 2) price manipulation 
and the stan<lar<l for ne\.v Section 6( c )( I ) and Regulation I 80. I . with thL' Ian er prov is ions 
requiring that the alleged manipulation contain an clement of frau<l. Defcn<larlls moved to certify 
this decision for an interlocutory appeal, which re4ucst the Court denied in July 2016. The 
parties have begun the disrnvcry phase of the litigation. whi<.:h is set to dose June X. 2017: the 
Judge has set no other dates in this matter. 

LJBOR: Since June 2012. the Commission has brought and settled nine hrought actions 
against banks and interdealer brokers for manipulation or attempted manipulation and the 
making of fobe reports co1Kerning global benchmark interest rates. including LIBOR. Those 
actions were against Barclays. Citibank. Deutsche Bank. Lloyds. UBS, RBS. Rabobank. RP 
Martin and ICAP and included civil monetary penalties totaling nearly $3 billion and significant 
undertakings designed to ensure the integrity of the benchmark interest rate setting process. The 
Division has investigated in coordination with several other domestic and foreign regulators and 
agencies. which has an impact on completion of these investigations and timing of any 
recommended enforcement actions. 

JSDAFix: TI1e Commission has brought and settled actions against financial institutions 
for allempted manipulation of and false reporting relating to a benchmark for interest rate s\vaps. 
the ICAP ISDAFix. ISDAFix is the leading benchmark for annual swap rates for swap 
transactions \vorldwide. is used as a reference rate in connection with early termination of swap 
transact inns and hy both the Chicago Mercantile Exchange and the Chicago Board of Trade as 
the senlement price in their swap futures contracts. To dale, two cases have been filed and 
settled against Citibank and Barclays. with penalties in excess of $350 million imposed. 

Currency FX Bcncl111wrf.:: The Commission has brought six actions against financial 
institutions for allempted manipulation of certain exchange rate benchmarks (also calleJ "fixes"). 
incluJing the ECB Fix and WM/Reuters Fix. These fixes in the more liquid currencies are 
typically rn:atcJ from a snapshot of actual trades during a narrow window. The Commission has 
brought and settled artions against Barclays, C'itihank, JPMorgan. RBS. UBS, and HSBC'. 
ohtaining almost S2 billion in civil monetary penalties and significant undertakings. A notahle 
achievement of the FX cases is that the first rive actions were hrought and resolved on the same 
day and in roordination with U.K. Financial Conduct Authori1y. The DOE also worked in 
coordination \.Vith the Department of Justin: and other foreign regulators. 

Cl-TC 1·. Sarao: In April 2015. the Commission filed rharges against Navinder Singh 
Sarao and his rnmpany Nav Sarao Futures Limited PLC for spoofing and manipulation in the 
S&P c-mi 11 i futures contract from A pri I 20 IO to Apri I 2015 (including on May 6. 20 I {}--the Jay 
of Lhe "Flash Crash"). DOE moved for. .ind successfully obtained. an ex pa rte Slatmory 
Restraining Order freeLing Sarao·s funds worldwide and has frozen appro.xinm1ely S8 million in 
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the United States. On April 21. 2015. Sarao was arrested in London by U .K. authorities pursuant 
to a criminal complaint filed under seal by the U.S. Department of Justil"e in 1he N.D. 
lllinui.-;. On June 26. 2015. the L'0llrl entered a consent Preliminary lnjunl'tion whereby Sarao 
agreed to i.:ontinul'd restraint of his worldwide assets and to refrain from trading in any U.S. 
futures or commodities markets for the pendcncy of the c i vi I Ii tigat ion. In J unc 20 I ti. Sarao was 
ordered by a U.K. courl to he extradited to the United States on the criminal charges. Sarao·s 
final appeal of this order was denied lHl OL'tober 14. 2016 and he was remanded to the United 
States. On November 9, 2016. Saran pied guilty in a U.S. federal district court to spoofing and 
wire fraud charges. and the Division filed a proposed cnnsent order settling its ,Ktion against 
Sar;.10. which includes 11ermanent lradin~ and registration bans, a disgorgement of over $12.8 ... ~ ~ 

million in ill-gotten gains and a civil monetary penalty of over S25 million. Upon the cou11 

entering the proposed consent order, the Commission's case against Sarao will be resolved and 
the Division will mo\'\! for a default judgment against Sarau·s rnmpany. 

CFTC 1·. Bymt's: Filed in February 2013, and pending in the Southern District of New 
York, the complaint charges two former employees of the New York Mercantile Exchange, Inc .. 
which is m,.:ned and operated by the CME Group, with unlawfully disclosing material nonpublic 
customer infomiation over I wo and a half years to an ou1side commodity broker who was not 
authorized to receive the information. The complaint further charges that the CME Group is 
liable for the actions of its employees pursuant to Section 2(aH I)( B) of the Act. The information 
unlav.,fully disclosed by the individual defendants included, among other things. details of 
recently executed trades. the identities of the parties to specific trades. the buy or sell side of 
each party to specific trades. the identities of the brokers involved in certain trades. the number 
of contracts traded, the prices paid. the structure of panicular transactions. and the trading 
strategics of market participants. Discovery has been completed in the case and summary 
ju<lgmenl briefing must be compleled by March 2017. 

CFTC 1·. MF Global Inc.: Filed in June 2013. and pending in the Southern District of 
New York. the complaint charges MF Global Inc.. MF Global Holdings Ltd., former Chief 
Executi\'e Offa:er Jon S. Corzine. and former Assistant Treasurer of MF Glohal Edith O'Brien 
with unlawful use of customer funds. On November 8. 2013. the Court entered a Consent Order 
against MF Global. requiring it lo pay S 1.212 billion in restitution to customers of MF Global. 
and also imposed a SI 00 million civil nHmch1ry penalty on MF Cilobal, to he paid after MF 
Global has fully paid <.:ustomers and certain other L'rcditors entitled to priority· under bankrupt<.:y 
law. MF Global Holdings Ltd. enlercd into a similar Consent Order on De<.:ember D. 2014. 
which imposed j11int and several restitution in the same ;.umlllnl, as \Veil as an additional $ I 00 
million civil monetary penalty. The rcstillllion obi igation has been paid. and all customers were 
compensated for their losses. The pending action against Corzine and O' Brit.!n is scheduled for 
trial 011 June 5. 2017. 

('FTC 1·. Drntsche Ba11k AG: Filt::d in August 2016. and pending in the Sou1hern District 
of New York. the complaint charges Deuls<.:he Bank AG with failures in its reporting of swaps 
data. Th!.! allegt'd reporting problems \,.,·ert' based at leasl in part on disaster recovery and 
supervi~ory failures. On October 20. 2016, the Court entered an Order granting the CFfC 
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injuncLive relief. indutling the appointment of a third~pmty monitor to supervise Deutsche 
Bank· s swaps reporting going forward. 

CFTC 1·. FXCM, LLC: Filed in August 2016, anu pending in the Southern District nf 
New York. the complaint charges Forex Capital Markl.'ts. LLC C"FXCM"). a retail foreign 
exchange deakr ( ··RFED" ). with viola1ion of net capital require men ts. On or ahou\ January 15. 
2015. the Swiss National Bank unpcggcd the Swiss Franc to thl.' Euro. rl.'sulting in a sudden jump 
in the Swiss Frarn.:·s value. Later that day. in response to an inquiry from the National Futures 
Association ( .. NFA"). FXCM belatedly reported that the resulting vohHility had c;.m..,ed FXCM to 
have a shortfall of approximately $175 million in adjusted net capital. in violation of 
Commission Regulation 5.7. FXCM allegedly violated other Commission regulations by failing 
to immediately notify the Commission that it was undcn.:apitalized, and guaranteeing customer 
accou111s against losses. 

B. Office of Chief Counsel 

The Office of Chief Counsel ("OCC'') fulfills five distinct functions within the Division 
in conneclion with its domestic and international enforcement activities: 

• Advisor to the Director on high profile investigations and litigation: 

• International Coopcration-OCC's International Operations Unit supports DOE's 
trial teams by obtaining information, assistance or cooperation when a matter 
inrnlves a foreign person or entity; negotiating enforcement MOUs to facilitate 
information sharing; responding to the requests for assistance from foreign futures 
authorities. The International Operations Unit is also called upon to lend advice and 
expertise in connection with several multi-lateral initiatives. Some of these initiatives 
include: the IOSCO Committee on Enforcement and Information Sharing 
( Committee 4) which addresses issues relating to sharing foreign-based evidence for 
use in securitii:s and futures investigations and cnfnn:cmcnt actions: am! G-7 
initiatives on cross~bor<ler coopc;ration and information sharing in relation to financial 
crime and financial markets. In FY 20 l 6. DOE issuc.:d approximately 200 reques\s 
for a ..... sistam:e to foreign regulators and received approximately 30 requests from 
fort·ign regulators. OCC's International work has also induded taking a kad role in 
the dcvdopmcnt of an Enh,mccd MMolJ and appropriate implementation approaches 
and in analyzing and negotiating wilh EU mcmhers co1Kcrning data protection and 
pnvacy: 

• Legal and Policy Review and Liaison~The Chief Counsel takes !he lead in 
discussing and formulating an approach Lo legal ambiguities that may crealt· litigation 
risks: in appeals from enforcement proceedings. liaises with the Office of General 
Counsel rcvicv.'~ the briefs and participates in preparation for oral arguments to 
ensure consistency with programmatic goals: acts as the liaison hetwecn DOE and 
other Divisions with respect to issues arising in DOE investigations and litigations; 
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• Procedures-To maintain a consistent approach to the com.Juel of Division 
inves1igations and li1igation. OCC develops the various procedures designed IO guide 
staff in the performance of their duties. In addition, OCC consults with Division staff 
to interpret these procedures as they apply to spi.?cifil: fal'I situations and advises staff 
on their i.:ompl iam:c with the various ancillary stat utcs that relate to thl' Div is ion· s 
investigations and litigation. such as the Right to Financial Privacy Act. the 
Eb:tronic Communications Privacy Act, and the Privacy Act and 

• Regulatory and Legislative Revicw-OCC plays a critical role in evaluating the 
impal'I of proposed regulations and legislation on the enforcement pnigram and 
participating in intcrdivisional teams to review registered entity applications. such as 
the incoming SEF applications for designation. 

C. Office of Cooperative Enforcement 

The Office of Cooperative Enforcement (''OCE") works routinely with other civil and 
criminal authorities at both the state and federal levels to enhance its effectiveness in pursuing 
violations of the Commodity Exchange Act and Commission regulations. This cooperation takes 
many forms, including information sharing, referrals. and providing subject matter expertise. In 
FY 2016. DOE had nearly 300 malters with some level of cooperation with other federal and 
state civil and criminal authorities. OCE is also sponsoring the 2016 CFTC Conference on 
Cooperative Enforcement. a fornm for civil regulators and criminal prosecutors to discuss topical 
issues in enforcement. 

D. \Vhistleblower Office 

The Whistleblower Office continues its robust growth, issuing two awards in FY 2016, 
including an award for over S 10 million, it's largest to date. The number of tips. complaints. and 
referrals received by the Whistlchlowcr Office in FY 20 I 6 increased over I 5t::t from FY 2015. 
anti the Office continued its outreach efforts. including launching a new website. As noted 
above. proposed regulatory changes should further strengthen and streamline the work of the 
Whistlchlowcr Offi1._.c. Unlike the rest of the Division. and the rest of the Commission. the 
Whistk-hlower Office is. by statute, funded from till' collections ohtainc<l hy lhc Division· s 
n:covencs. 

E. Litigation. Intake and Triage llnit 

In 2015, DOE estahlisht'd the Litigation, In Lake and Triage Unit to impro,·L· efficiencies 
in allocating DOE's limited resources arc focused un investigations with a greater likelihood of 
uncovering wrongdoing. The unit has the responsibility of proL'essing all refetTals am! leads 
received hy DOE and conducting an initial analysis of each to detcnnine whether it merits closer 
scrutiny or, instead. raises issues lHttside the CommissilHl · s jurisdiction. 
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II. Critical Resource Issues 

A. Short Term 

The ever-growing complexity of enforcement cases along with the Commission· s 
authority (iver swaps requires incrl.?'asing resources for expert analysis or trading and markl.?"ts. 
Since the Commission <lol.?'s not havl.?' sufficil.?"nl L'Xpertise on staff tha1 is availabk to DOE. 
expenJiture of significant rl.?'snurces In retain outside experts has become a rnaller of course. For 
instance. in approximately the last calendar year, DOE has been required to expend almost SI 
million in expert fc.:-es lo support its litigation function and more than S 1.5 million in additional 
funds to support its investigative fum:tions. 

DOE also has critical information technology needs. In order to manage a growing 
docket with limited numbers of personnel, DOE requires a state-of-the-art case management 
system. At present. DOE is managing its docket through a system implemented in 2006. The 
current system presents increasing challenges with its lack or vendor support to provide 
significant upgrades. limited docket management functions to manage and organize case filings 
and co1wspondcncc. and limited ability to interface with the Outlook email and calendar 
functions. These are just a few of the sh011comings when compared to currently available 
technology. As a result. DOE staff members are required to spend significant time on various 
work-around processes for managing their substantial dockets. Replacement of the case 
management system will result in substantial efficiency improvements. 

These efficiency improvements are critical since DOE has not received significant 
additional FrEs in the FY2017 budget to manage its expanding docket. DOE continues to rely 
on substantial additional support through the claw program. which is funded through ODT 
contracts. assignment of additional contractors and FT Es. and purchases of major sothvarc and 
hardware systems such as the case management sys1em to support DOE funclions. 

Finally. because of budgetary shortfalls, the Division and the Cnmmission·s other 
operating divisions and offices have been unable to invest in the soft1,1,·arc and human resouKes 
necessary to take a more proactive approach to Jetccting: misconduct. Particularly since Dod<l­
Frank. the Commission ha~ an enormous quantity of data being supplied lo it. Thal data can be 
mined for leads suggesting CEA violations. Other government agl..'ncil..'s, including the SEC 
haw done this for years. Currently. however. we arc able to take far less advantage of the 
potential use of this information. 
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B. Long Term 

Despite a significant expansion or the Commission's jurisdiction and 1he accompanying 
grow1h nf markeh and activities subject to possible enforcement activity. DOE has had tn 
operate \Vithout a commL'nsurate expansion or its fTEs. Due to hu<lget constraints. DOE has 
been l1trnhlc to bai.:k-fill an adequate nurnhcr of positions. furthermore, DOE is unahk tn offer 
promotions or pay raises to many highly experienced attorneys and investigators due to the 
current salary structure and budgetary eonstraillls. This situation will result in further anrition, as 
DOE's skilled professionals command much higher salaries in the private sector. 

Attachments: Organizational Charts 
Enforcement Program Overview 
Cases filed By fiscal Year 
FfEs per Fiscal Year 
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Enforcement Program Overview 
-

Restitution & 
Civil Monetary Penalties 

FTEs* 
Cases Disgorgement 
Filed 

Assessed Assessed Collected 

FYOO 152 53 $156,354,057 $179,811,562 $3,299,362 

FYOl 150 44 $7,687,379 $16,876,335 $3,170,252 

FY02 143 40 $25,748,536 $9,942,382 $5,922,387 

FY03 146 64 $106,785,796 $110,264,932 $87,699,077 

FY04 144 83 $96,274,375 $302,049,939 $122,468,925 

FY05 135 69 $87,424,932 $76,672,758 $34,163,077 

FY06 131 38 $258,475,451 $192,921,794 $12,364,509 

FY07 112 41 $296,623,405 $345,614,139 $12,137,848 

FY08 116 40 $402,967,919 $234,835,121 $140,745,252 

FY09 121 so $176,185,109 $99,489,609 $17,362,486 

FY 10 149 57 $65,523,151 $136,040,764 $75,111,676 

FYll 164 99 $181,844,807 $316,682,679 $11,343,236 

FY 12 168 102 $456,581,900 $475,360,925 $257,068,130 

FY13 157 82 $201,409,408 $1,570,700,568 $1,040,966,258 

FY 14 149 67 $1,432,741,328 $1,840,237,619 $766;891,065 

FY 15 158 69 $35,104,561 $2,509,333,755 $2,322,888,536 

FY 16 164 68 $543,662,773 $748,647,755 $484,899,195 

Total N/A 1,066 '4 5 1,394, 87 $9,165,482,636 $5,398,501,271 - *FTEs per budget allocation. -
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DIVISION OF MARKET OVERSIGHT 
PRESIDENTIAL TRANSITION BRIEFING MATERIALS 

Wednesday, November 2, 2016 

OVERVIEW 

The Division of Market Oversigh ("OMO") has compiled these briefing materials for the 2016 Presidential 

Transition Teams. This document provides the fo llowing information: 

I. Mission 

II. Division Organization, Leadership, and Primary Responsibilities 

Ill. Major Matters Currently Under Review 

IV. Appendix A : Designated/Registered Entities 

ABOUT THE DIVISION OF MARKET OVERSIGHT 

I. MISSION 

OMO advances derivatives markets that accu rately refl ect the forces of supply and demand and are free 

of disruptive activity. It oversees trade execution faci lities and data repositories, conducts surveillance, 

reviews new exchange applications and examines ex isti ng exchanges to ensure compliance with 

applicable core principles and regulatory requirements. DMO also evaluates new products to ensure they 

are not susceptible to manipulation as we ll as ru le filings by exchanges to ensure compliance with 

applicable regulations. OMO is responsib le for promoting market integrity through a transparent price 

discovery process. 

Currently, OMO oversees 46 registrants comprised of designated contract markets (''DCMs"), swap 

execution facilities ("SEFs"), swap data repositories ("SDRs"), and foreign boards of trade ("FBOTs"). 1 

In addition to the division's mission activities referenced above, OMO is working on several regulatory 

initiatives including automated trading, position lim its, several SEF initiatives( including equivalence 

determination by the EU, exempt SEF process, changes and updates to SEF operational rules and the 

trade execution requirement), and updates to certa in data reporting requirements 

1 See Section IV - Appendix A: Designated/Registered Entities for a complete list of entities registered with the 
Commission. 
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OMO STRUCTURE 

II. DIVISION ORGANIZATION, LEADERSHIP, AND PRIMARY RESPONSIBILITIES 

DMO maintains a staff of 116 full -time equivalent employees ("FTEs") in Washington, D.C. and in each of 

the three regional offices. 

DMO consists of the following offices and branches: 

A. Office of the Director 

B. Office of Chief Counsel 

C. Market Review Branch 

D. Product Review Branch 

E. Data and Reporting Branch 

F. Market Compliance Branch 

G. Surveillance Branch 

H. Business Management and Planning Unit 

A. Office of the Director 

Division Director: Vincent McGonagle 

Vincent "Vince" McGonagle became Di rector of DMD on October 7, 2013 following 16 years of 

service with the Commission's Divis ion of Enforcement ("DOE"), serving most recently as DOE's 

Principal Deputy Director. 

B. Office of Chief Counsel 

Chief Counsel: David Van Wagner 

The Office of the Chief Counsel advises DM01s director, senior management, and staff on legal and 

policy issues. In addition to this primary responslbl lity, t his office also: 

• issues no-action le ters and interpretive guidance; 

• recommends Commission rulema kings; 

• analyzes and recommends proposed legis lation which impacts the Division's mission; and 

• considers and signs off on lega l docu ments originating in other divisions. 

Privileged and Confidential 2 For Discussion Purposes Only 
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C. Market Review Branch 
Deputy Director: Nancy Markowitz 

The Market Review Branch conducts the designation/registration process for DCMs, SEFs, and 

FBOTs. In addition to this primary responsibllity, this branch also: 

• analyzes all rule certifications and amendments of DCM, SEFs, and SDRs for compliance 

with Commodity Exchange Act ("CEA") and regu latory requirements; and 

• drafts and implements Commission ru le makings to ensure appropriate and effective 

oversight. 

• For registered FBOTs, the Market Review Branch may conduct on-site visits for the 

purpose of overseeing ongoing compliance of the FBOT and its clearing organization 

with registration requi rements and conditions of registration . The Market Review 

Branch also reviews FBOTs to ensu re ongoing compliance with registration 

requirements and conditions and, in conjunction with the Product Review Branch, 

reviews the terms and conditions of FBOT contracts proposed to be made available 

for trading by direct access by U.S. persons. 

D. Product Review Branch 

Deputy Director: Gregory Kuserk 

The Product Review Branch consists of two sect ions: (1) the Market and Contract Analysis Section, 

and (2) the Market Research and Policy Review Section. The work of this branch generally deals 

with the exchange listings of derivatives contracts and includes: 

• review of new contract offerings and amendments to existing contracts for regulatory 

compliance; 

• review of exchange and Commission position limit levels; 

• determining appropriate min im um block t rading sizes for swap contracts; and 

• conducting economic ana lysis of proposed ru lemakings and marketplace developments as 

related to product offerings. 

E. Data and Reporting Branch 

Deputy Director: Daniel Bucsa 

The Data and Reporting Branch has direct oversight of SDRs and the mandated data reporting 

requirements for swap dealers, SEFs, DCOs, and other market participants. This branch: 

• reviews pending SDR app lications for registration; 

• provides compliance oversight of SDRs and al l reporting counterparties, including data 

recordkeeping and reporting requirements; 
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• analyzes all submissions for compliance with CEA and regulatory requirements, and drafts 

and implements Commission ru lemakings to ensure appropriate and effective oversight; 

and 

• drafts swap reporting rules inc luding Parts 43, 45, and 49 of the Commission regulations. 

F. Market Com liance Branch 
Deputy Director: Rachel Berdansky 

The Market Compliance Branch ensures that designated and registered entities maintain 

appropriate robust compliance and syst ems safeguard programs by conducting periodic 

enforcement reviews and examinations in support of DMO's market oversight function. The 

essen ial responsibilities of this branch inc lude: 

• conducting rule enforcement reviews (" RERs" ) of self-regulatory programs at DCMs, SDRs 

and SEFs, which assess compliance with Core Principles and Commission regulations, 

examine areas that include the audit t rai l, trade practice surveillance, market survei llance, 

and disciplinary and dispute resolut ion programs; and 

• conducting system safeguard examinations, reviewing automated systems and business 

continuity and disaster recovery programs to ensure they are secure and resilient, and have 

adequate functionality and capacity. 

Upon completion, all RERs are made public to ensure market participant knowledge and to incentivize 

compliant behavior by review subjects. 

G. Surveillance Branch 
Deputy Director: Matthew Hunter 

The Surveillance Branch is the largest group within the division comprisfng approximately 50 of 

DMO's 116 FTEs. This Branch is tasked with analyzing compliance with the economic functions of 

the futures, options, and swaps markets covering al l traded commodity classes and swaps wi hin 

the Commission's jurisdiction. The Surveil lance Branch's primary mission is to identify potentia lly 

manipulative or disruptive trading activity and take appropriate responsive measures. 

Currently, there are four sections within the su rvei ll ance branch: (1) Policy Review and Systems 

Support, (2) Energy and Metals, (3) Agricultural and Softs, and (4) Finance. This branch: 

• conducts market analysis in order to co nfirm market integrity, and where instances of 

potential manipulation, fraud or abus ive t rading practices have been identified to refer 

those matters to the Division of Enforcement for further handling; 

• briefs the Commission and senior staff on significan t market developments; and 
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• coordinates with the Commission's Office of t he Chief Economist ("OCE") and Office of Data 

and Technology ("ODT") concerning survei llance ana lytics needs. 

H. Business Management and Planning Unit 
Business Manager: Stephanne Player 

The Business Management and Planning Unit directs DMO's strategic planning and financial 

management, human resource management, and administrative operations. 

OMO PRIORITIES 

Ill. MAJOR MATTERS CURRENTLY UNDER REVIEW 

OMO is actively working on a number of regula tory matters in addit ion to core activities hand led by the 

Division. Currently, staff is drafting rules and or substantive policy statements in connection with the 

following: 

1. Posit ion Limits for Commod ity Derivat ives Contracts 

2. Regulation Automated Trad ing ("Reg AT") 

3. Amendments to Certa in Swap Execution Facility Requirements 

4. The Made Available to Trade ("MAT") Process for Swaps Trading on Swap Execution Facilities 

5. Amendments to Part 49- Data Qual ity and Accuracy Rulemaking 

6. Amendments to Part 49 - Requirements for Sharing SOR Data with Other Regulators 

7. Exempt SEFs Policy Statement 

8. Potential Revisions to Part 43 Rea l-Time Pub lic Reporti ng and Part 45 Swap Data Recordkeeping 

and Reporting 
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1. Rulemaking to Amend 
Position Limits for Commodity Derivatives Contracts 

a. Dodd-Frank Act ("DFA"l Requires Position Limits 

• C FTC has speculative position Ii m its on nine agricu ltur a I commodity futures contracts ( 17 CF R 
150.2). the earliest of which were imposed in the 1930's. Exchanges have imposed their own 
position limits with respect to many other commodities. 

• Position limits set a maximum size for large speculative positions in commodity derivative 
contracts. 

o The DFA added CEA section 4a(a){2), requiring CFTC to impose position limits on all physical 

commodity futures and economically equivalent swap contracts. 

c, The DFA added CEA section 4a(a)(3), providing the Congressional policy that limits should, 
to the maximum extent practicable: 

• Diminish, eliminate, or prevent excessive speculation 

• Deter and prevent market manipulation 

• Ensure sufficient market liquidity for bona fide hedgers 

• Ensure that price discovery is not disrupted 

b. Proposed Rules Amending Position Limits 

• CFTC published proposed rules providing for a phased implementation of position limits on 
physical commodity futures contracts and economically equivalent futures and swaps 
(collectively, referenced contracts) on December 12, 2013. 

• CFTC's proposed rules initially would apply to 28 physical commodity referenced contracts. 

• CFTC reopened the comment period a number of times and supplemented its proposal on June 
13, 2016. 

c. Final Rules Amending Position Limits 

• CFTC is considering input from comrnenters on the proposed rules, and from participants in a 
staff round table and four CFTC advisory committee meetings. 

• CFTC Chairman has targeted a December 2016 final rulemaking. 

• Final rulemaking expected to coordinate compliance date with EU position limit target date of 
January 3, 2018. 

CFTC has published a proposed rulemaking (discussed separately in these materials) to amend the 

exemptions to the aggregation policy, which generally requires positions under common control or 

ownership to be aggregated for purposes of position limits. 
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2. Rulemaking to Establish 
Regulation Automated Trading ("Reg AT") 

a. Notice of Proposed Rulemaking (NPRM) and Supplemental NPRM 

• The Commission published an N PRM for Regulation AT in December 2015 that proposed a 
series of risk controls, transparency measures, and other safeguards to enhance the safety and 

soundness of automated trading on all DCMs. 

• After considering comment letters and views expressed at a staff Roundtable in June, the 
Com mission approved a Supplemental NP RM for Regulation AT that proposes to modify certain 
rules set forth in the NPRM. 

b. Specific Measures Proposed in the NPRM 

• Registration of certain entities not otherwise registered with the Commission. The NPRM 
proposes to require the registration of trading firms engaged in (1) proprietary; (2) Algorithmic 
Trading; (3) on DCMs (4) via Direct Electronic Access (DEA). 

• New algorithmic trading procedures for trading firms and FCMs, including pre-trade and other 
risk controls; testing, monitoring, and supervision requirements (including retention and 

production of source code); and requirements that certain AT Persons and FCMs submit 
compliance reports to DCMs regarding their algorithmic trading systems. 

• Requirements for DCMs, including new risk controls for DEA provided by DCMs; transparency in 
DCM electronic trade matching platforms; and new risk control procedures, including pre-trade 

risk controls, compliance report review standards, self-trade prevention tool requirements, and 
market-maker and trading incentive program disclosure and related requirements. 

c. Revised Measures that may be Proposed in the Supplemental NPRM 

• The Supplemental NPRM moves from a three-level risk control structure to a modified two·level 
structure, with risk controls set at the levels of (1) the AT Person or its FCM; and (2) the DCM. In 
addition. the Supplemental NPRM provides that risk controls at the FCM and DCM levels should 

apply to electronic trading {rather than be limited to Algorithmic Trading). 

• The N PRM proposed to require the registration of trading firms engaged in ( 1) proprietary; (2) 
Algorithmic Trading; (3) on DC Ms (4) via DEA. The Supplemental NPRM retains factors but also 

incorporates a Volume-Based Quantitative Test for regi stra t10 n as a new Floor T racier. 

• The Supplemental NPRM eliminates the requirement that AT Persons and FCMs provide DCMs with 
an nu al reports on comp I iance with risk control requirements. The Supplemental N PRM also 
modifies requirements as to the DCM program for review and evaluation of AT Person and FCM 

compliance with risk control requirements. 

• As to source code, the Supplemental NPRM proposes that the Commission only would have access 
to source code via a subpoena or a special call approved by the Commission itself. not by staff. and 

that any such access would be subject to policies and procedures to protect confidentiality. 
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3. Proposed Rulemaking to Amend 
Certain Swap Execution Facility Requirements and Real-Time Reporting Requirements 

a. Background 

Regu I atory History: Pa rt 3 7 - Swap Execution Facilities & Pa rt 43 - Rea I-Ti me Pub I ic Reporting 

• Dodd-Frank Act amended the CEA to establish various requirements for swaps on SEFs and 

DCMs. and established a regulatory framework for the real-time reporting of, among other 

things, swap block trades. The Commission promulgated regulations under Parts 37 for SEFs 

and 43 for reporting swap transactions. 

• The Commission published final rules for SEF registration and core principles in June 2013 and final 

rules for real-time public reporting in March 2012 and May 2013. 

• During full registration SEF review, Commission staff provided no-action relief: relating to swap 

trade confirmations; market participants ability to correct errors on SEF executed trades; and from 

the requirement to execute block trades away from the SEF platform 

b. Commission Response: Anticipated Proposed Rulemaking to Amend Part 37 and Part 43 

• The Commission is considering amending part 37 to codify the no-relief provided above. 

• The Commission may also consider additional amendments to part 37. 

c. Recommended approach going forward 

• Publish a notice of proposed rulemaking to solicit public comment on these amendments. 
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4. The Made Available to Trade ("MAT") Process 

a. Background 

• The Dodd•Frank Act added CEA section 2(h)(8) which requires transactions involving swaps 

subject to the CEA section 2 ( h )( 1) clearing requirement be executed on a DCM or SE F, un I ess no 

DCM or SE F makes such swap available to trade ("MAT" )or such swap transactions qua Ii fy for 

the clearing exception under CEA section 2(h)(7) "trade execution requirement")_ The 

Commission adopted rules in parts 37 and 38 to implement 2(h)(8). 

• Once a swap is subject to the trade execution requirement, transactions on a DCM must be 

executed competitively "pursuant to subpart J of part 38 of the Commission's regulations. 

Transactions executed on SEF must be executed by either "(1) an Order Book, as defined in§ 

37.3(a)(3); or (2) a Request for Quote System, as defined in§ 37.9(a){3}. that operates in 

conjunction with an Order Book." 

• In 2013, the Commission received MAT determinations that certain credit def au It swaps 

("CDS") and interest rate swap contracts ("IRS") were made available to trade. These initial 

determinations became effective at various dates in February and March of 2014. 

• Only SEFs and DCMs may submit MAT determinations under current regulations Only 5 MAT 

filings have been submitted by industry participants to date and it appears there is little 

incentive from industry to MAT a product 

b. Draft Proposed Rules Amending the MAT Process 

• Based on the feedback from public comments and a public roundtable, a proposed rulemaking 

which would amend the current MAT process has been proposed by staff. The changes in the 

amended MAT process include, in part: 

o Establishing a standalone regulatory structure for MAT, including establishing new part 

36 of the Commission's regulations and creating a dedicated form MAT 

o Providing the Commission with the ability to determine that a swap has been made 

MAT on its own accord, along with SEFs and DCMs 

o Providing procedures for the amended MAT process including: 

• prerequisites before seeking a MAT determination; 

• petition process for SE Fs and DCM s to initiate the MAT process; 

• public notice and comment within the MAT process; 

• factors or criteria that will be used in determining whether a swap has been 

made available to trade; 

• the compliance schedule for new MAT determinations; and rernoval of a MAT 

deterrni nation. 

• The draft proposed rules would not affect the status of swaps previously determined to be 

MAT. 
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5. Proposed Rulemaking to Amend 
Part 49- Data Quality and Accuracy 

a. Regulatory Challenge 

• The Commission is seeking to improve the quality and accuracy of swap transaction data 
reported to the Commission so as to increase the Commission's ability to utilize the data for 

regulatory purposes. 

b. Commission Response 

• In 2014, the Commission announced the formation of an interdivisional staff working group to 
review the Commission's part 45 swap data reporting rules, and related provisions of the 

Corn mission's regulations. 

• Based on the efforts of the interdivisional staff working group, the Commission requested 
public comment on a variety of swap data reporting and recordkeeping provisions. One of the 

subJects of the request for comment was how SD Rs and reporting entities should ensure that 
complete and accurate information is reported to, and maintained by, SDRs. 

c. Potential Further Revisions 

• Staff is planning to recommend to the Commission additional proposed rule changes to Part 49. 
Such proposed part 49 rules would integrate existing staff guidance, clarify and amend certain 

provisions, and introduce additional requirements for swap data repositories. Specifically, the 
proposed part 49 rule changes would address ambiguities and fill gaps in the existing language 
of the Cornrni ssion' s regulations concerning existing obi igation s for S DRs to accept and confirm 

data accuracy. 
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6. Proposed Rulemaking to Amend 
Part 49 - Requirements for Sharing SOR Data with Other Regulators 

a. Recent CEA Revisions 

• Congress repealed the portion of CEA Section 21{d)(2) that required domestic and foreign 

regulators to enter into indemnification agreements prior to accessing swaps data at SDRs. 

b. Background 

• The DFA amended the CEA to require that regulators indemnify SD Rs and the CFTC prior to 

accessing swaps data at SD Rs. 

• Domestic regulators voiced concern that compliance with this indemnification requirement was 
difficult due to various laws and regulations potentially prohibiting such arrangements. 

• Congress responded to regulators' access concerns by repealing the indemnification 

requirement of CEA section 21(d)(2) in the FAST Act of December 2015. 

c. Commission Response 

• Staff is considering recommending to the Commission proposed rule changes to Parts 49 that 
would: (i) implement the statutory changes mandated by the FAST Act, (ii) revise the process by 

which the Commission determines which foreign regulators would be granted access to swaps 

data at SDRs; and (iii) clarify the standards to be used by the Commission in granting SOR data 

access to foreign regulators. 
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7. Exempt SEFs Policy Statement 

a. Background 

• CEA Section Sh(g} authorizes the Commission to grant Exempt SEF status to foreign-based 
swaps trading platforms that are regulated in a comparable and comprehensive manner in 
comparison to the Commission's regulation of SEFs. 

b. Commission Response 

• Staff intends to recommend to the Commission that it adopt a Policy Statement establishing a 
framework of standards and procedures that it would use to exempt foreign·based trading 
platforms from the SEF registration requirements (i.e., Exempt SEFs). 

• The Policy Statement wou Id include a I is t of review standards derived from a blend of SE F core 

principles and elements of the part 37 SEF regulations that OMO believes are essential in 
achieving a level of oversight and supervision that: (i) is comparable with that for SEFs, and (ii) 
ensures that there is a consistent and robust level of market integrity for swaps trading by US 
persons and US-located persons no matter what the regulated platform on which they trade. 

This approach would enable the Commission to follow an outcomes-based approach towards 
determining whether foreign requirements are "comparable'' to SEF regulatory requirements.". 

• The Policy Statement would announce the Commission's intention to process exemption 
requests on a case-by-case basis. The Policy Statement, along with implementation experience, 

could eventually be used to promulgate a rulemaking with standard procedures and 
requirements for Exempt SEF applications. 
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8. Potential Revisions to Part 43 Real-Time Reporting and Part 45 Swap Data Reporting 

a. Regulatory Challenge 

• Information regarding each swap transaction is generally required to be reported both to the 

public Part 43 Real-Time Public Reporting rules and also to the Commission under Part 45 Swap 

Data Recordkeeping and Reporting rules. Since these rules were finalized in 2012 pursuant to 

the requirements of the Dodd•Frank Act, numerous issues and ambiguities have been 

identified. During the last four years, Staff has issued guidance and no-action relief in response 

to industry requests for clarification and relief from several provisions of Parts 43 and 45. 

• The swap data elements that must be reported to the public pursuant to Part 43 and to the 

Commission pursuant to Part 4S are not sufficiently defined, both in terms of which data 

elements must be reported and the format, manner, and allowable values for the reported data 

elements. This circumstance results in incomplete and variable reporting of data elements by 

counterpart1es and swap data repositories. 

b. Commission Response 

• In 2014, the Commission announced the formation of an interdivisional staff working group to 

review the part 45 swap data reporting rules, and related provisions of the Commission's 

regulations. 

• The Commission convened subject matter experts from each of the Com mission's divisions in 
Fall 2015 to develop draft technical specifications - including descriptions, allowable values and 

formats - for certain swap data elements, which were issued for public comment in December 

2015. Staff is continuing to review the public comments received, while concurrently 

participating in international working groups with other global financial regulators in order to 

harmonize how swap data elements are reported. 

• In June 2016, the Commission approved a final rule that amended existing swaps reporting 

regulations in Part 45 in order to provide clarity to swap counterparties and registered entities 

regarding their reporting obligations for cleared swap transactions; and to improve the 

efficiency of data collection associated with the reporting of the swaps involved in a cleared 

swap transaction. 

c. Potential Further Revisions 

• Staff is considering recomrnending to the Commission additional proposed rule changes to 

Parts 43 and 45. The proposed Parts 43 and 45 rules would integrate existing staff guidance, 

clarify and amend certain provisions, and potentially introduce additional requirernents for 

swap data recordkeeping and reporting. 

As the draft technical specifications issued in December 2015 relates to only a subset of data elements 

and does not include data elements applicable to certain asset classes, Staff is considering further 

request(s) for comment for draft technical specifications for additional data elements. 
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Wednesday, November 2, 2016 Presidential Transition Briefing Materials 

IV. APPENDIX A: DESIGNATED/ REGISTERED ENTITIES 

DESIGNATED CONTRACT MARKETS 

1. Cantor Futures Exchange, LP. 
2. CBOE Futures Exchange, LLC 

3. Chicago Board of Trade (Board of Trade of t he City of Chicago, Inc.) 

4. Chicago Mercantile Exchange, Inc. 

5. Commodity Exchange, Inc. 

6,. ELX Futures, LP. 
7 . Eris Exchange, LLC 

8. ICE Futures U.S., Inc. 

9 . Minneapolis Grain Exchange, Inc. 

10. NASDAQ Futures, Inc. 

11. New York Mercantile Exchange, Inc. 

12. Nodal Exchange, LLC 

13. North American Derivatives Exchange, Inc. 

14. OneChicago LLC 

15. trueEX LLC 

REGISTERED SWAP EXECUTION FACILITIES 

1. 360 Trading Networks, Inc. 

2. BGC Derivatives Markets, L.P. 

3. Bloomberg SEF LLC 

4. Chicago Mercantile Exchange, Inc. 

5. Clear Markets North America, Inc. 

6. DW SEF LLC 

7. FTSEF LLC 

8. GFI Swaps Exchange LLC 

9. GTX SEF LLC 

10. ICAP Global Derivatives Limited 

11. ICAP SEF {US) LLC 

12. ICE Swap Trade LLC 

13. Javelin SEF, LLC 

14. La Am SEF, LLC 

15. MarketAxess SEF Corporation 

16. Seed SEF LLC 

17. SwapEx LLC 

18. TeraExchange, LLC 

Privileged and Confidential 14 For Discussion Purposes Only 
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Wednesday, November 2, 2016 

19. Thomson Reuters (SEF) LLC 

20. tpSEF Inc. 

21. Tradition SEF, Inc. 

22. trueEX LLC 

23 . TW SEF LLC 

REGISTERED SWAP DATA REPOSITORIES 
(*Pending- Provisional Registration) 

1. BSDR LLC 

2. Chicago Mercantile Exchange Inc. "' 

3. DTCC Data Repository• 

4. ICE Trade Vault • 

REGISTERED FOREIGN BOARDS OF TRADE 

Presidential Transition Briefing Materials 

1. BM&F Bovespa S.A. - Balsa de Valores, Mercadorias & Futuros 

2. Bursa Malaysia Derivatives Bhd 

3. Cleartrade Exhange Pte. Limited 

4. ICE Futures Canada, Inc. 

5. Montreal Exchange, Inc. 

6 . Natural Gas Exchange Inc. 

7. NZX Limited 

8. Singapore Exchange Derivatives Tradi ng Limited 

9. Tokyo Commodity Exchange 

Privileged and Confidential 15 For Discussion Purposes Only 

71 of 241 



Division of Swap Dealer & 
Intermediary Oversight 

Division Overview 

October 2016 
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MISSIO OF THE DIVISION OF SW AP DEALER AND INTERMEDIARY 
OVERSIGHT 

Th Di i ion o · \ ap Deal r and lntermedi.ary Oversight 'D 10' o er e the regi tration and 

complian e of wap market int rmediarie and wap and future indu try lf-

rganizati n ) and tb 
l pin° impl m nting, and 

activiti s of ·wap and futur mark t int rm diari 

including: r gi trati a· fitn : .. finan jal adequacy; ·aJ.e practic .. pr t ction f u t m fund .. 

r nd r D dd-

r ·pon ibl for d vel ping and m nitorino- c mplian with r gulali n, 

addre · ing r gi trati Ll bu ine, nduct standards capital ad qua y. and mare:in requirement 

for ·wap deal r ( D ') and major , wap parti ipant. ("MSP''). 

There are a ignifi ant • umber of registered intermediarie and SDs ubje t t CFTC 
Regulations. · of ptember 2016 there are 104 SDs, 72 future omm.i ion merchant 

'FC ''), I 275 introducing brokers "1B" , 1,700 commodity pool operator ' PO ), 2 300 

commodity trading advisor "CTA ') and thrne re tail foreign exchang dealer "RFED '). 

The Division urrently has 87 employees and is comprised of four branche : Chief Counsel 
Branch. Regi. tration and Compliance Branch Managed Funds and Financial Repo1ting Branch, 

and Examination Branch. Tb following pages describe th overall organization and 
respon ibilitie. of each Branch and some of each Branch' achi vemenL over the pa. t year. 

Chief Counsel 
Ch Coun>OI 

Registration & 
ColT)pliance Branch 

0. Dh-.C1ot' 

* ee Appe11di for full de cripli 11 of D lO staffing 

Director 

2 

Bu!lneu Manaaement & 
Plannln1 Unit 

Examinations Branch 
Doputy Dl"'ct"' 

M,maged Funds & 
financial 

Requirements Branch 
0. Dincta< 
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CHIEF COUNSEL BRANCH 

The hi f oun:el Bran h provid s I gal couns J, p rforms legal r ar h and parti jpat in 

1 pm nt in c nn cti n with th regulatory ov r. ight of wap and futur . mark t 

Th J Branch . taff d v I ps regu lati n. rd r ", and int rpr lalive tat m n · 

w th w rk pr du t f th r ommi · i n Di i io and 

r. ight f swap and futw- : int rm diari ; pr id . ad i thcr 

r garding issu s involving swap and futur interm diari . · and 

part1 1pate in er -divi i nal working group. to d v lop r gulat ry p !icy with r p t to th 

d ri ati mark t . Th hi f un I Bran h pr par draft l gi lati n 

guid line and tb r r gulatory appr ache for sp cifi f th 

pr am in co rdinati n with th Divis.ion senior "taff. 

pro ide t chnical guidan r garding the regulatory programs of oth r dome ti and for ign 
financial re0 ulator and ondu l comparability analy i of foreign regulator r gime ·. 

Some of the Chief Coun el Branch s particular accomplishment over the last 12 month include 

the following: 

• Comparability detennination fo r Japan uncleared swap margm rule for sub tituted 

compliance purpo e 

• Order de ignatin° NFA as a recipient of certain data reported to wap data repo itorie 

• Order to Lbe Korea Exchange granting an exemption from C regi. tratio• to de. ignated 

member 

• Propo ed and/or final ommissiot1 Regulation relating to the following: 

o mendment l , wap portfolio recon iliation under mmi ion reguJati n 23. 00 

o m ndrnent t r cordk eping requ ir 111 nts und r ommi . ion r gulali n I. 

o lt mati to th fin g rprinting r quir ment for f r ign natural p r on und r Pa.t1 

f mmi .. ion regul ti ns 

m f lh up oming it m f'. r fi . al 2017 includ 

• mparabilil d l rrninali n ~ r ur p for uncl ar d wap margin rul 

• ornparability d l mlinali n f r anada for uncl a:r d wap margin rul 

d rul m · ng t m d miz 1. 1 r ordke ping 

• Propo drulemaking c difying pr -tr d n,jd-market mark 

• Finaliz rul making for amendm nts to . IO(c) 
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REGISTRATION AND COMPLIANCE BRANCH 

The Regi tration and omplianc Branch ("R& ') provide J gal and te hnical un. el and 

guidan n r g i. trati n and c mplian · r quir m nt applicabl to int rm diari with a 

parti ular fo u. n . wap d al r. and th Vo lek r Ru] . In ·1dditi n R 
data analy i, a ti itie • . 

"'""= '"'"" th Divi i n 

R b th day- -da gtridan and stra.t gi f tak 

th Di isi n Dir ct r, th ommissi n, th r Divi. i . r gi b·ants, 
ipant and oth r f deral stat and for i n ag n i . 

with wap mark t r lat d regi tration and mplian n w 

r ulati n th aminati n B ranch with [eoal qu . ti n . and rtak 

r p it r and Volek r Rul dat analy j and parti 1pates in th V I k r Rule rking gr 

with the lh rt ur man ja] r gulat ry agencie ' that al o irnplem nt th V 1 k r Rule . 

Since the adoption of Lhe o]cker Rule with the other implementing agenci R&C h been th 
principal unit re pon ible or Volcker Rule implementation for the CFfC. ln that capacity, R C 

re pond to interpretati e requests and participates in call each week with th multi-agency 

Volcker Rule orking group to develop and coordinate FAQ and other forms of interpr tativ 

guidan e. R&C also a ist the Examinations Branch witb its Volcker e amination program. 

The data and risk capability for DSIO was developed to fulfill the Di i ion responsibilitie 

regarding new data received thr ugh the swap data repositorie and in connection · ith the 

Volcker Rule metric reporting. 

Som of the R&C Branch' particular accomplishments over the last 12 month include the 

foll wing: 

• dvi ori for D and 

rep r ri k manaoem nt 

Ms on topics in luding: C Or porting ]jn s, 0 annual 

p lie and pr dur a 

with E aminations), swap data r porrin by D . and Vol ker 

m nt by swap ct alers 

• Preliminar and inal raff R porl.s on th d minimi 

analy ·i , and mm.i · ion Ord r t ndingth t rmfoati 

c pli n pha. -in p riod 

eption includin e ·t nsi e data 

n dat ~ r th d minimi · 

• i n rd rd I gating to A re ipt and ana.ly i. f . \! ap aJu a i n di.put 

me f th upc rningit ms rfiseal2017include: 

• lcker e amination 

• inalizing am ndm nt to VoJcker mellics 

• Amendment t Form R 
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• ntinuing analy i. f De inimi data 

• Finaliz rul making for annual report 

MANAGEDF DS AND FINANCIAL REPORTING BRANCH 

Tb Manag d und. and in.an ial R p rting Bran b pr id s le6al ua I and p Licy 
d v I pm nt nd imp! m nt th Divi ion legal int rpr ta.tion f i ting finan ial r gu lat ry 

r quir m nt. in nn ti n with r gist r d int rm dia.ri s. Th . int rm diari . ha ari u. and 

mpl finan iaJ r p rtin and di · lo ur r quir m nt. ( PO. / s and ari u and c mpl 

financial reporting and apital adequacy requirements ~ M , SD ·. 1B RFED ·, and P 
Ther are al highly t chnical and compr h n iv cu ·tomer fund gregation and pr te tion 

r gim applicabl to CM with r gard to domestic and foreign futur and cleared wap 

u tom r fund . 

DSIO taff in thi branch fall under two groups, those primarily working with PO/CT 1 ue 

( 'Managed Funds taff' , or those primarily working with SD, FCM, IB and RFED capital 

margin and segregation issues 'CMS staff ). Managed Funds taff and C taff are both 

re pon ible for de eloping the regulations, orders, and interpretati e tatement on the financial 

reporting. capital adequacy ustomer protection and participant di lo ure requirement 

applicable to the e arious entities. 

Managed Funds Staff 

Since the pas age of Dodd-Frank a large number of pool operator and advi or that were 

pr viou l out ide of the regulatory reach of the CFIC came within the regi tration 

requirement . a re ult, there ha been a significant. increas in the number and ariety of 
nov 1, uniqu , and compl xi ues T lated Lo CPOs and TAs. 

C taff 

raff ar mpl ti rn f D dd-Frank rul 

gr alion and finan ial r p rting r gu lation . 

imp in tatuto1ily 

'fi r D and maj r 
th r nati n l and 

api Lal r uir m nt . 

and 1B apital ad qu y 

om 
th 

d und and Financial R porting Bran h' particular accompli hment ver 

includ th foll wing: 

• I uanc f mor thao 45 x mptiv , no-action, and i.nt rpr tati 

and CT 

5 

76 of 241 



• D dd- rank D margin rul making and implementation of the margin reguirem nt 

• R undtabl on the re idual intere t deadline for FCMs and i uan f Repm1 

• -a ti n r gardjng m n y market mutual fund for th investm nt o u tom r fund by 

M 

m 

• inali 

• Pr po 

• Imp! m 

it m fr fi ·cal 2017 includ : 

ru] makin 4.22 P annual report 

D apital rul 

f r variation margin for un 1 ar d :wap 

EXAMINATIONS BRANCH 

The E aminati n. Branch provides th ne essary over igbt of . wap and fuLUre mark t 

intermediarie to help n ure ustomer funds are protected and that the e firm. remain in 

compliance with FTC Regulation . . The Examinations Branch focu e on monitoring the 1i k 

and control at the intermediaries, principally focusing on PC that ho1d cu ·tomer fond .. 

Through its Major Review Unit, the Branch also oversees the financial ur eillanc and 

examination function at the DSRO - NFA and CME.) 

As of Augu t 3 L 2016 the Examinations B.rancb had oversight responsibi]jry for 68 FCM ; of 

which 58 carry cu tomer fund '. The. e firms bad aggregate capital of 142 biWon and aggregate 

obligation to customer of · 272 billion (includes five firms with retail fore obligation . 

Tb primary acti iti , of the Examinations Branch include: 

• Monitoring F M to identify red flags" that could jeopardize cu tomer fund ; 

• R iewing high ri.k n lice , and f rward looking filing with th omm1 1 n; 

• 

• 

in k y firm rep rt - hjef Compliance Offi r nnuaJ Rep rt, 

Manag m al and Quarterly Ri k Expo ur report , publi filing (lOK . I Q 

mputati n and m nth ly financial r p rt · 

erf rming ~ aminati ns· 

• Perf rming r ight r vi w. of the D RO r garding th ir d I oat duli . 

nnual R,j k 

K ·, tc.) 

m f lh aminati n Branch particular accompli b.ment o r th la t 12 m nth incJud 

the f; 11 winer: 

• 9 9 monthly F M financial statements processed 

• 17,426 daily FCM Segregated, Secured and Cleared wap computation ' pr e d 
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• 43 Ri k Management Repo11 processed 

• 705 Ri k po ure Rep rt proce ed 

• 170 hi f mplianc Officer R port. r viewed 

• I 04 yber e urit R view. onduct d 

• R vi xaminalions 

m it m · f r fisc 12017 includ : 

• aminati n 

• ngoing r iew , a describ d above, of FCM financial, gr gati n and cleared swaps 

ompulati n Ri k po ure Reports, luef ompliance Officer R port 

BUSINESS MANAGEMENT & PLANNING UNIT 

Th Busine Management & Planning Unit provides operational upport to DSIO leader hip in 

areas uch a budget trategic planning, performance management human capital, acqui ition , 
re ord management, internal control , administration, and logistic . 
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U.S. COMMODITY FUTURES TRADING COMMISSION 

Three Lafayette Centre 
1155 21st Street, NW, Washington, DC 20581 

Telephone: {202) 418-5000 
Facsimile : (202) 418-5521 

www.cftc.gov 
Office of the Chief Economist 

TO: 

FROM: 

DATE: 

SUBJECT: 

A. OCE Today: 

MEMORANDUM 

Agency Review Team for CFTC 

Sayee Srinivasan 

Chief Economist, Office of the Chief Economist (OCE) 

November 7, 2016 

Transition Information for Next Chairman--F-Y 2017 
Priorities for the Office of the Chief Economist 

MISSION: OCE pmvides economic analysis, advice, and context to the Commission and to the public. lt 
provides perspectives on both historical and current events, as well as long-term trends in the 

derivatives markets. In terms of issues that we focus on, traditional emphasis has been towards market 

structure issues, especially rules pertaining to trading, execution, order handling, and ~ettlement. Post 

Dodd-Frank, the office covers issues related to both futures and swaps markets. OCE staff is in the 

process of developing analytical tools to mea~ure liquidity, volatility, and risk in derivatives markets. The 
two core features of this capability are (a) integrating data across futures, swaps and the underlying cash 

markets, and (bl calculating risk metrics, both firm level as well as market-wide. OCE also represents the 

Commission in various work-streams initiated by FSOC {for example, Treasury market structure, 

systemic risk and shadow banking) and FSB (liquidity and data standards with). The focus is completely 

empirical with a strong bias on leveraging multiple data sources and collaborating with all other divisions 

and with other regulatory agencies to improve our data analytics capabilities. 

OCE is headed by the Chief Economist. The rest of the staff includes two Supervisory Economists, eleven 

staff economists and an attorney. In terms of educational background for economists, there are seven 

Ph.D.'s and Masters respectively. The office also collaborates actively with academic experts, with over 

ten such experts currently engaged as unpaid consultants. 

ROLE & RESPONSIBILITIES: 

a) Rulemaking: A key responsibility of OCE is to help the Commission comply with the statutory 

requirement to consider the costs and benefits {CBC) of all new rules being proposed or finalized by the 
Commission. As a result the OCE team is involved in every rule making project. Increasingly, depending 

on the scope of a specific rulemaking project, OCE gets involved at the policy development stage actively 

seeking to leverage the growing base of data available to the Commission. Recent examples include 
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• Proposals pertaining to risk controls and registration for automated trading systems and 
pa rt ici pants, 

• Draft proposal to modify commission rules for mandatory trade execution for swaps (also 
known as made available to trade swaps), 

• Draft final rule for position limits, 

• Various proposed and final rules pertaining to swap data reporting. 

In other projects, OCE's role can be limited to developing the CBC, both qualitative and quantitative; 
recent examples include 

• Final rule for margins for uncleared swaps, 

• Draft proposal for capital requirements for swap dealers and major swap participants 

• Final rule to expand clearing determinations for new interest rate swaps, 

• Commission order for the de minimis exception for swap dealers 

• Final rule for system safeguards. 

Often, following the finalization of a rule, market participants will make submissions to the Commission 
seeking clarifications, extensions and relief. Given staffing constraints, OCE staff will selectively 
partlcipate in discussions and deliberations related to such submissions (for example, package trades, 
portfolio compression and risk mitigation). Staff will also collaborate with relevant Divisions on 
implementation issues (for example, registration of Swap Execution Facilities, made available to trade 
determination). 

b) Data Integration & Analysis: Historically, any data analysis by OCE wou!d have been typlcally 
associated with specific research projects. But the implementation of Swap Data Repositories, 
mandatory clearing of standardized swaps and, the growing emphasis on quantitative cost benefit 
considerations, has resulted in OCE playing an active, hands-on role in the design, development, and 
testing of data infrastructure. The team works closely with other offices and divisions within the agency, 
often leveraging its industry expertise and staff skill-set in economics and statistical analysis tools to 
ensure data qua! ity, and j ntegr ity. Th ere is de Ii be rate process to d eve lop ca pa bi lity among OCE staff to 
conduct economic analysis using data from all sources available to the Commission - futures trading and 
positions, swaps trading and positions, and margin and collateral for cleared swaps - and across all asset 
classes - commodities, equity, rates, foreign currency, and credit. 

Weekly Swaps Report: Reflecting its cross-functional bias, OCE has been tasked with the responsibility 
of publishing the weekly Swaps Report {went live on November 20, 2013). Staff has worked closely with 
the then Chairman's office in the design of the Report, and in aggregating the data and publishing the 
Report. This in turn has caused OCE to take a pro-active role in all aspects of collecting data from the 
SORs, validating them, trouble-shooting operational issues, and briefing Commissioners office on all 
aspects, specifically of the Reports as well as more generally of the SOR data. 

Risk Report: Over the years, there has been growing awareness that total number of futures contracts 
traded, and notional size of swaps traded are not necessarily representative of economic risk transacted 
in the derivatives markets. OCE staff has been developing the building blocks to measure, analyze and 
monitor such risk. Initial focus has been on interest rate swaps and credit default swaps, with an 
integrated view of both cleared and uncleared transactions and exposures. In coming years, this 
capability will be expanded to improve the quality of risk estimates as well as to increase coverage to all 
asset classes and across futures and swaps markets. 

2 

81 of241 



SEF activity: The new regulatory regime for swaps requires certain platforms facilitating swap trades to 
register as Swap Execution Facilities {SEFs), and a subset of swaps subject to mandatory clearing to be 
transacted on a SEF or DCM (Designated Contract Market). Swaps market structure is materially 
different from that for futures. This past year, OCE economists have been systematically working with 
audit trail data from a small group of SEFs. This pilot study is expected to help us develop data standards 
for SEF platforms as well as provide early insights into swap market structure issues. 

c) Economic Analyses and Research: OCE staff provides economic and statistical analysis to the Offices 
of the Commissioners and the various Divisions on a broad spectrum of issues. It also collaborates with 
staff from other regulatory agencies to conduct joint studies. 

Staff also conducts formal research leading to the publication of white papers, research papers (both 
hosted on the CFTC web site) and articles in peer-reviewed journals. Given limited resources, active 
collaboration with academic experts is critical in conducting such research. 

Recent examples of such economic analysis and research include the following; 

• The joint staff report on activities in the Treasury markets on October 151
\ 2014. 

• CFTC staff report on the de minimis exception for swap dealers 

• White papers on different aspects of automated trading in futures markets 

• Integrative analysis of commodity swaps positions held through futures and swaps contracts 

• Research submitted to academic jou rn a Is on speed of trading in futures markets, and cross 
market analysis of equity futures and swap activity 

• Liquidity trends in benchmark futures contracts, including a classification system for market 
participants. 

d) Benchmark Reform: OCE economists were closely involved in a support role in the various 
enforcement actions by the Commission pertaining to manipulation of financial benchmarks. There is 
now a global effort to reform such benchmarks; a core feature of this effort is the foster development of 
new, alternative benchmarks, with active support from the official sector. OCE represents the 
Commission on various work-streams under the FSB, especially in the context of the effort to develop 
risk-free reference rate alternatives for the US$ denominated LIBOR. 

B. OCE in FY 2017 

FOCUS AREAS: 

1) CCP Risk: Due to severe staffing challenges, OCE has refrained from economic analysis of CCPs and 
the role of central clearing. With a recent hire, OCE has kicked off a multi-year effort to systematically 
build a strong research program on these issues. 

2) Systemic Risk: CCPs have a critical role in mitigating systemic risk. While the Commission is not 
directly responsible for broad fi na nc ia I sta bi I ity - this is pa rt of the co re mission of the bank regu I atory 
agencies - CFTC has a complementary role to play in measuring, monitoring and studying various 
sources of potential risk to financial stability. While the various divisions in the agency tend to focus on 
risk factors directly under their respective jurisdictions, OCE aspires to study risk across different aspects 
of the derivatives markets - liquidity and price volatility, CCPs, swap dealers, clearing firms, and 
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operational (for example, flash crashes and rallies in exchange traded products). The plan is to develop a 
blue-print for a core group focused on developing an integrated, multi-dimensional dashboard of risk. 

3) SEF Market Structure: The SEF Final Rules include a commitment by the Commission to conduct a 
study on Commission rules pertaining to the different execution methods within four years from the 
effective date of these rules. OCE will be leading this project, and anticipates working with DMO and 
OGC to ensure that the Commission has the legal authority to obtain relevant data from the SEFs. It wil! 
also be working with ODT and the SEFs to design and implement appropriate data standards and 
protocols for these data sets. 

The analytical capabilities developed will be leveraged to conduct economic analysis and research into 
impact of 

• Pre- and Post-Trade Transparency and Changing Market Structure of the Swaps Markets 

• Mandatory Clearing and Margins for Uncleared Swaps 

• Capita! Requirements and Uquidity Trends 

4) Inter-Agency Collaborating: Following major dislocations in the market place (for example, the May 
2010 Flash Crash in the equity markets, October 15th

, 2014 flash rally in Treasuries, August 24, 2015 
disruptions in equity markets), OCE staff wi 11 take the lead ro I e in co 11 a bo rative a na lysi s with staff from 
other agencies including the SEC, Fed, and Treasury. It is anticipated that such collaboration will 
continue to grow, and potentially, result in the formation of more formalized structures. 

• A recent MOU signed with Treasury, Fed and SEC to facilitate active sharing of analytical findings 
related to Treasury markets 

• Discussions under way with SEC and the Office of Financial Research (OFR) to collaborate on 
analysis of cross market activity in equity (cash and futures) 

D. Staffing challenges 

Numbers - Thanks to active support from the Chairman and Commissioners, OCE's staff strength has 
grown substantially since 2014 (from a low of 8 at one point in time to 15 today). But it lags substantially 
behind other financial regulatory agencies, and in particular, the SEC. Over the past decade, due to 
budgetary and other reasons, one could argue that there has been substantial underinvestment in 
quantitative economic analysis at the CFTC. Given the transformational increase in data available to the 
Commission, justified by the quantum growth in its responsibilities, the institution deserves a 
substantially larger Office of the Chief Economist. 
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U.S. COMMODITY FUTURES TRADING COMMISSION 
Three Lafayette Centre 

1155 21st Street, NW, Washington, DC 20581 
Telephone: (202) 418-5000 
Facsimile: (202) 418-5521 

www.cftc.gov 

Office of Data & Technology 

MEMORANDUM 

TO: hairman Ma ·ad 

FROM: J hn L. Rog rs Chief Information Offi er 

DATE: o ernberl6 20J6 

SUBJECT: Tran ition Overview 

Office of Data and Technology Organization 

The mi ion of the Office of Data and Technology (0DT) is to provide data and technology to 
the Commi ·sion Divi ions and Offices in a timely, efficient, and effecti e manner. ODT is led 
by the Chief Information Officer (CIO) and delivers services to CFfC through four branche : 
Infrastructure and Operations, Systems and Services, Data Management, and Policy and 
Planning. 

The Infra tructure Branch manages the CFTC network, desktop computers telecommunications, 
wirele devlce and help desk operation . This includes servers, storage database 
management, ecure industry data submissions business continuity videoco•fer ncing, 
webcasting, and multimedia production. The Commission's infrastrncture includ o er 1500 
Voice over IP endpoint , 100 phy ical sei-vers 600 virtual server and 1.026 petabyte of data 
torage. 

Tb y t m · Branch ondu ts software development and implem n · yst m for all 
Di i ion /Offic · at the C mmi · ion. The major y tern · implemented by th y tem and 
S rvi e bran h upp rt Enf r meat ( Law) Market Surveillance (IS ) and Financial Ri k 

urv illanc (R Rand PARK). Th ·oftwar engineered loads million oftrad r c rd. 
p ition r cord and th r data r eived by the Commi si n ea h night. Th Branch aJs 
pr vide an internet-ha d market participant portal for form ubmi ·ioo from indu tr 
participant and int grated data and y t m capabilities. Th Branch al o d vel p and 
impl m nt tern to upport manag m nt and admin istrati n function for Divi ion . and 
OED, and manag FTC-wide software platforms su ·ha SharePoint and 

The Data Mana em at Branch facifaates data reporting standard with indu try, upp rts 
rulemaking that affi cts the Comm is ion's data acquisition efforts, conduct data analy i for 
Division · needing technical a sistance and manages data operation, to acquire high quality data. 
Data operations activities include facilitating timely and accurate re eipt of large trader position 
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data from Futures Commission Merchants (FCMs) and Designated Contract Markets (DCMs) in 
w.:cordancc with Parts 16 and 17 of the CFR and Part 45 data into the S,vap Data Repositories 
(SDRs). The data slant.lards and architecture aclivities include defining standards for data 
subrni ssions for futures and swaps under mu] t iple Parts of the CFR (e.g .. Parts 16. 17. 20. 39. -1-5. 
75 L ongoing data harmonization efforts with the four registered Swaps Data Repositories 
( SD Rs). and development of plans for effective organization. a1.:cess and management of data 
Commission-wide. Data analysis activities art.! focused on the implementation of a Commission­
wide Swaps Data !\fart the production of the CFTC Weekly Swaps Report. development of 
analytical capahilitic., for the Commission and daw analysis support fnr Divisions ( Enforcemcnl. 
DSIO. etc.) by embedding data analysts in 1he Divisions. 

The Poli1.:y aml Planning BrmKh manages core functions that arc essential to reducing risk and 
increasing the return on i nvcstment or the CFTC 's IT portfolio in accordance with the applit.:able 
policies. principles. standards. regulations and laws. including but not limited to the following: 
Federal Information Security Management Act (FISMA), Cybersecurity Act of 2015. Clinger­
Cohen Act. 0MB A-130. Managing Information as a Strategic Resource. Department of 
Homeland Security (DHS) directives and memoranda, and Americans with Disabilities Act 
Section 508. Major programs include IT security and compliance. security operations and digital 
forensics, Communications Security (COMSEC), IT strategic planning. capital planning and 
investment control (CPIC). ODT budget management, and IT resource management. Additional 
functional responsibility includes the ODT Project Management Life Cycle (PMLCl. which 
inco1vorates IT security. IT-related policy, principles, and standards. configuration management. 
enterprise and data architecture, and internal controls into each ODT project. 

Immediate Challenges 

From an IT perspective for 20 I 7, addressing the insufficient IT budget set for operating and 
staffing levels. data quality and standardization and IT security are the three grca1es1 challt>nges 
facing the Commission. Lack of budget resources has hamstrung Cf1C for many years. with the 
most recent flat budgets having placed IT in an unsustainable maintenance-only mode. al a time 
when investments in skills and ledrnology are vital. CFTCs mission requires access to high­
quality data. driven by the use of standards and a strict data quality management regime. In 
addition. di ffcrent regulatory fu net ions require di ffercnt types of data such as posit ions. 
transactions and on.lcr nll'ssages. Managing such data sets requires the Commission to invest in 
the right scale. si1e of investments in staff skills and technology. These data and systems net·d to 
be protected against malicious and unintentional acts. The protection of confidentiality. integrity 
and availability of critical information is essential for Cf<TC to operate. requiring a sustained 
focus on risk management throughout the design. development. operations and oversight of 
resilient informati(lll systems. 

IT B11dgl'I Clwllrnge.1· - Like in many other tu-cas. the Commission is highly underfunded when it 
comes to IT investments. This undeli'tmding is seen in the limited ability of ODT to develop 
new solutions to meet mission objectives (e.g .. OCR. SDR data analysis and integration) within 
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th IT budget, and al o i.n hiring key CFfC IT staff to over ee critical IT function . To b mo t 
effective, ODT need to maintain a cadre of FfEs with indu try, technical and contract 
o rsight e p rti wh n ·ure that IT i11v stm nts ar manag d eff ctiv Iy ultimat ly l w ring 
IT wn r hip o , reducing th ri k inherent in complex IT pr j t nd pr iding p oJ of 

p rti e that in rea operati nal flexibili ty. 

Wj th an Y 2016 I budg t of 50m th ornmission' budg ti bar ly uffici nt toke p 
operation and main. nan of exi tin rvice , albeit at redu ed l v l from th pre iou y ar. 
Thi i a budg ti 70/l lower than th $79m r que ·t made in th FY 2016 Pr id nt Budget (or 
the 79m reque ted in the FY 2017 President' Budget). Over the last tw fi cal ear th JT 
budaet ha b en . uppl ment d by addi tional &E funds designal d by the Chaim1an. Without 
thi funding IT would not bave had the abiJity to addres ecurity vulnerabiliti , data 
harmonization, and data quality. Thi lack of funds may re ul t in a lo or ·ignificant reduction 
of appli ations platfonns ·ervice a•d tools that ensure that taff operate. in an efficient manner 
toward fulfilling the CFTC mi ion. Sustainment of existing IT ·ervices will degrade over 
time a older technology begin to reach end-of- liD . At a minimum the IT budget should not 
go be]O\ $55m for full operations and maintenance and modest technological 
improvements to address immediate challenges. 

D ue to FY 2016 budget con traints, ODT was unable to replace departing federal IT taff 
performing in the areas of market and financial systems support, eLaw (enforcement 
technology) cyber ecur ity, enterpri e systems s upport, a nd data management. Thi has reduced 
our ability to deli er ervice 111anage projects, and oversee contracts. We are at a heightened 
risk of service outages, internal controls lapses, reduced contract performance project delays, 
and even cyber ecurity incidents. The following chart shows the funding le el reque ted for 
ODT for FY 2015 and FY 2016, broken down by tbe request for an. IT ervice budget i . . , 
hardware software, contract services) and by full time federal staff. The chart al o how the 
actual funding recei ed, and the IT S&E supplemental funding re ei ed for Chairman' 
prioriti . 

FY 2015 FY 2015 FY2015IT FY 2016 FY2016 IT 
President's Actual IT Chairman's President's FY 2016 Chairman's 

Budget Budget Funding Budget Budget Funding 
IT 

Services $79M $51 .1M $7.SSM $79M $SOM $6.6M 

IT FTE $21.07M $17.6M $19.53M $18.4M 

Beca of th data-centri ity and kn wledge-dri ven nature of th omm1 10n work, lT 
s luti n greatly increas th effe tiveness of ·taff. However, th , e solution annot replac 
taff ither on lh IT ide or in mi ion area . Mi· ion taff that are inve ted heavily in data 

analy i , de ign and implementation of lT systems, infra tructure and curity are a cruciaJ 
component of creating effective IT solutions. In IT, investment need to be made in the area. of 
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hardware. software. anJ staff to huild secure technology solutions for hoth present and future 
needs. 

[){If{/ Q1wliry {//Id Srmu/{ln/i::_{/fi(}/1 - High-quality and consistently reported data is an important 
prerequisite to L'ffective L'XeL'Ution of a number of regulatory functions that CFfC staff perform. 
Several key things contribute to data quality. including ckarly dcfineJ and up-to-datL' data 
standards, anJ the impkmentation nf effective data quality management programs for each data 
stream. 

ODT has either led nr championed several efforts to improve and institute the standar<lization of 
regulatory data at the CFfC. Such programs are in place for the futures data streams such as 
Large Trader Data for Part 17. even as it is being updated to keep up with market practices. The 
data standardization program also includes domestic harmonization efforts directed at the SDRs 
including supporting updates to Part 45 and 49, international swaps data harmonization under the 
sponsorship of the financial Stability Board (FSB ), Committee on Payments and Market 
Infrastructures ( CPMI) and Internal ion al Organization of Securities Commissions (IOSCO). 
which the CFTC (and ODT) co-chair. While these efforts are proceeding organically. as well as 
with some help from the Office of Financial Research (OFR), and with resources made available 
under the current budget constraints, ODT is unable to tackle several data hannonization efforts 
for some asset classes due to lack of resources and lack of requisite skills. Given the constrained 
budget. efforts to maintain and update the standards to be in line with market practices haw 
tended to be episodic. thus creating high risk of standards being outdated and unable to keep up 
with market practices (as borne out by past events in areas of futures large trader reporting under 
Part 17). thus leading to a loss in the value of the data received. ODT intends to continue to 
improve i1s standards usage. within the constraints of the budget, but that \vork will continue to 
be reactive due to the said constraints. 

ODT's data 4uality management initiatives focus on both data Quality Assurance (QA) and 
Quality Control (QCJ. Managing the 4uality of the data at source through standards anti 
compli .. mce enforcement arc large parts of the QA program. While they arc more stable for the 
futures data streams. they continue to he resoun:c constrained both for the future-s and the swaps 
data streams. QC includes proacti vely monitoring, validating data to pn.:-defineJ spt'ci r:ications. 
measuring the accuracy. completeness. integrity, timeliness. and consistency of the data. 
commt111il·ating data quality measures through dashboards and data :-.ubmiller scorecards. and 
remediating known data quality problems. Such a QC program lakes a significant amount of 
n:soun:.:es to implement and manage. Each data stream nel'ds an optimum number of dedicated 
Data Quality Control resources for consistently high data quality. However. current funding 
only supports initiatives for one data stream - TCR. Without additional resources. ODT will not 
he ahle Ill proaclively implement its data quality program in a timely manner. 

IT Securiry - As a Federal regulator. it is essential to maintain the confidentiality. integrity and 
availability of data that is consumed. produced and disseminated. CFfC is facing the challenge 
of enhancing the IT security posture in a world of rapidly expanding threats and evolving 
eomplex regulatory requirements. The foundation or the CFTCs IT security program is built on 
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a balanced mix of policy and compliance activities that govern the use and protection of our data 
and systl.'m.., in a manner that is prartkal. improves the rcsilil.'IK'Y of information systl.'ms. and 
maintains compliam.:e \Vith regulatory mandates. Cyhersccurity related legislation. principks. 
standards. and regulations n:quin.· a signifil'ant investment in people. process anJ technology to 
maintain compliancl.' and effectiveness, indu<ling hut not limited to the following: FISMA. 
Cyhcrsccurity Act of 2015. OM B A-1 JO. and DI-IS dircctivcs and mcmoranda. CFTC has and 
will continue to leverage gnvcmmcnt wide nisourct".s to improve our Cyhcrsecurity pmturc. 
induding OHS Continuous Diagnostics und Mitigation (CDMl and DHS lnlrusion Detection and 
Prevent ion services ( Einstein J A J. and while I hese slwrcd services cc11ai nl y help. dTorts to meet 
all of the complex challenges require significant additional investments. To keep pace v.·ith the 
needs of tht· Commission. the ever evolving cyber threats targeting the CFTC. and grov..-·ing 
Federal cnmpli,mce requirements. expanding our risk management capability by investing in best 
of breed products and services \viii be required in FY 17. 

High Priorih Focus Areas for FY 2017 

ODT will focus on investments in infrastructure, systems. data management. IT Security and IT 
Portfolio Management by focusing on the following efforts in FY 2017: 

Infrastructure and Operations 
• Investing in and ensuring that there is a resilient environment by leveraging additional 

maintenance weekends to focus on advancing the vulnerability management program 
• Investing in monitoring tools to audit and monitor CFTC systems 
• Refreshing end-of-life equipment. including replacing desktop computers with laptop 

computers. video conferencing equipment, network switches and blade servers and expansion 
of data storage capacity and backup system capacity 

Systems and Services 
• Developing ne\\.' data streams to meet the neeJs of the Conunission ·s analysts 
• Enhanl..'ing the data quality and performance of solutions provided to staff analysts 
• Implementing a high performance computing system that reduces query time 
• Redcsigning CfTC.gov on a new technology platform 
• Supporting two National An.:hives and Records Administration's (NARA) initi;:llives: 

Capstone. NARA ·s methodology for managing email records: and Controlled Undassifil.'."d 
In fonnat i(lll niarking 

• Supporting CFTC Data Scientists by evaluating. acquiring. and implementing new 
capabilities and emergent toolsets for data analysis 

• Suppm1ing the implementation of the Ownership and Control Reporting rnlemaking and the 
new Position Limits rulemaking. 

• Implementing an Auto-Load system to automate the ingestion of cvidentiary documents 
• Configuring and deploying a new tracking system for tracking all evidence. and a new case 

man age I nen t system 

5 

88 of 241 



Chairman Massad 
October 21. 2016 
Page6 

• Completing the establishment of a ccntrali7.cd team Lo receive anJ log incoming evidence 

• Implementing an enterprise learning management system 
• lmplcmcn1ing an enterprise audit logging solution. 

Data Management 
• Developing architectural approaches to support improved collection, handling and storage of 

data, including Order Message data ( 1.25 Billion messages per day) 

• Developing coqJOrak· hierarl'l1y to enhance the Commission's ability to aggregate and 
measure risk through a centralized product repository 

• Enhancing the Transitional Swaps Database (TSO) and enriching it with Entity reference 
data that identifies Legal Entity Identifier (LEI) relationships. roles. and alternate identifiers 
to assist in risk idcntifkation and assessment 

• Expamling the embedded .inalyst program to supply program divisions with data scientist 
capabilities. including the development of analytic tools and reports 

• [ncreasing the number of data audits being performed on Large Trader firms. focusing on 
increasing the transparency into the quality uf <lal.i being submitted through development and 
publication uf data me1rics 

• Continuing the development of appropriate data standards to improve the speed and quality 
uf data availability 

• Implememing a centralized product repository, which will allow the Commission to have a 
high quality products data set consistent with industry standards 

• Developing internationally harmonized standards for critical swaps data elements. Universal 
Transaction Identifier (UTI) and Universal Product Identifier (UPI) 

• Expanding TSO to include data that idencifies all swaps open at end of day to support more 
complex compliance and risk reporting needs 

• Designing and prototyping the Legal Entity Database to include the acquisition, design and 
load of reference data that identifies LEI relationships, roles, and alternate identifiers to assist 
in risk identification and assessment 

Policy and Planning 
• lm't'sting in best of hrecd .'iecurity products and services to kccp pal'c with rapidly expanding 

threats and evolving complex regulatory requirements 

• lnslitutionalizing risk-based security polices and ensure enterprisl' compliance 
• Continuing implementation of the OHS Continuous Diagnostk·s an<l Mitigation (COM) 

program an<l D 1-1 S intrusion detection and prevention service ( Einstein 3A l. to ex 11.md 
continuous monitoring capabilities 

• Engaging with external groups. including the Financial and Banking Information 
lnfrnstrui.·ture Committee (FBIIC) and the National Institute of Slandar<ls and Tedmology 
(NIST). to address tal'tical and strategir issues related to i.Titical infrastructure mailers. 
including cyhcrsccurity. within the financial services industry and across the Federal 
government 

• Streamlining budget processes through automation and enhancements to g.iin efficiencies 
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• Building an integrated view of the Enterprise Architecture of CFfC to ensure future IT 
invcslmcnls arc appropriately aligned from the perspectives of mission strategy. 
performance. security. services. data and technology 

• Stn:ngthening the governance of IT projecls and programs throughout the entire Project 
Management LifccyrlL- (PMLC) to rcdw.:c risk and in<.:rcasc the return on investment. 

• Assessing .ind reporting on internal controls to achieve CFTC's objectives related to 
operations. n:porting and nimpliancc 

IT ln\'estment Approach 

As outlined in the 2014-2018 CFiT IT Strategi<.: Plan. the basic prioritization scheme applied lo 
investing. the CR level FY 16 $50m IT funding continues to be: 

I. Al'aifllhility ,f!rifi·a.~tructure and Services - The Commission will scale and enhance 
communication, processing. storage, and platform infrastructure to meet mission 
requiremems. Without a stable. available, and well-functioning IT Infrastructure. other 
IT priorities would be difficult to achieve. 

2. ;\ccess ro Data and b~frmnation - ln order to fulfill its mission. the CFTC depends 
heavily on its ability to quickly access and analyze large volumes of complex market 
data. A primary area of focus mus1 be on data understanding and ingestion-particularly 
because CFfC has a unique imperative to aggregate various types of data from multiple 
industry sources across multiple market segments both domestic and internalional. 
Providing this access requires data transfer, data ingestion, data warehousing. dala 
standards. and darn quality activities. IT initiatives that provide staff with access to data 
are given priority over all other investments, with the exception of mainlaining current 
in fras truct u re and se rvi cc s . 

.3. 1\ I'll ii ability rd1'{a~j(m11s F)r Dau1 A11alysi.~ - CFTC staff are expert rn;:u-ket. financial. 
legal. and economic analysts that must have the ability to rapidly adjust their analytic 
activities and approaches to address changing market characteristics and L'COnomic 
conditions. IT initiatives that provide staff with flexihlc sclf-servii.:e analytic.-. tools for 
tht'ir din:ct use are given priority ovc.·r initiatives that take longer to implement and need 
greater inveslmcnl in staff time as a prerequisite Lo successful devclopmL'lll ~UH.I 

i mplemcntati tm. 

4. Mis.,·im1 w1d E111crpriseJocu.1nl A11to111alio11 Sen-ices - Automation servkes and solutions 
that support a Jivcrsity of roles and activities and incn.:-ase data re-use anoss the 
Commission and allow CFTC to leverage limited resources. Examples include Business 
Process Management Tonls. Enterprise Search Cupahilities. Collahoration Tools. anJ 
Prn1al Technology. All implemented solutions. whether huilt or purchased. arc integrated 
with enterprise data and enterprise services. 

The result of this prioritization scheme as it is applied to the High Priorities identified above is 
that all CFrC mission areas receive hcncfit from the set of investments \Ve can make v.:ith the 

7 

90 of 241 



Chairman Massad 
October 21. 2016 
Page 8 

relatively small amount of ring-kneed funding that is not allncated to operations and 
maintenani.:c. ·Infrastructure and Services' investments gcnerally benefit all CFTC mission areas 
anJ staff 'Ai:ccss to Data and Information· and · Availability of Platforms for Data Analysis· 
inwstments primarily benefits surveillance (market, finani:ial. and risk). enfori.:cmenl. and 
economic analysis. ·Mission and Enterprise-focused Automation Services· investments 
generally benefit all CFTC mission areas and slal'L !.!Law systcrns that were sci up to primarily 
support cnforn~m1.:.•nt arc also leveraged to support general i:ounscl programs. ruh: 1.:ommcnts. 
survcillam:c. 18.05 Spci:ial Calls. Scnctariat work. FOIA Offii:c. OIG mailers and administrative 
proi:ecdings. Investments for management and administrative support systems will result in the 
Commission establishing a single authoritative sourcc for administrative information about staff 
and mission support ai:ti\"ities and sunset many f<TE intensive manual prm:esses. 

Key Constituents 

As a support organization, ODT's primary constituents are the Commission and staff. All IT 
funding is centralized and managed by ODT. Likewise, IT resources and services are managed 
and provisioned by ODT. However. in delivering IT services to staff. particularly in the area of 
receiving data from industry participants for regulatory reporting and maintaining it for staff use, 
ODT must i:ooperate extensively with industry participants. ODT also collaborates \vith 
technology staff of other financial industry regulators. including the other US regulators such as 
the US Treasury. the Federal Reserve Board, and the SEC international regulators such as 
European Securities and Markets Authority (ESMA) and other national regulators: an<l. Self­
Regulatory Organizations (SROs) such as the National Futures Assoi:iation (NFA) and SDRs. 
The SDR harmonization effort requires extensive communication between technology staff. 

Conclusion 

The Office of Data an<l Tei:hnology provides a stable. scnirc and resilient tci:hnology 
environment for the Commission on a i:onsistenl basis. ODT provides hardware. software. and 
services that allow staff lo v.·ork virtually anywhere and anytime in a sci:un: manner. ODT also 
collccls and proi:csses data nn a regular basis Lo serve a very data-ccntrii: organization. a 
capahility thal many other agencies <lo not possess. ODTs Lhn:e main challenges arc: I l having 
a suffii:icnt tcdrnology hu<lget to provide Commission staff wi1h the tci:hnology infrastrui:ture. 
data. and systems tn meet new an<l existing mission rcquircmL'nts; 2) ensuring that the CFTC 
n:ccivcs high-quality an<l rnnsistently reported data from industry: and J) cnhani:ing IT scrnrity 
posture in a world of rapidly expanding threats and evolving rnmplcx regulatory requirements. 
ODT is v.·cll-positionc<l to sustain the Commission ·s technology cnvironmcnt. but at current 
budget le,els WL' are at risk for longer term sustainment of tei:hnology as it reai:hes end-of-life. 
In addition. rcsouri:cs on hoth the TT staff side and in the other Divisions ( i.e .. as tcdmolngy 
partners) arc needed to deliver new technology capabilities and drive the Commission toward 
even more effective technology utilization. 
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U.S. COMMODITY FUTURES TRADING COMMISSION 
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1155 21st Street, NW; Washington, DC 20581 
Telephone: (202) 418-5003 
Facsimile: (202) 418-5530 

INFORMATION MEMORA OUM 

Agen y Revi w Team ~ r CFf 

nthony C. Thomp on, Ex cutiv Dir tor 

o ember 10 20 16 

Transition Information for the Next Presidential Admini tration -
Office of the Executive Director 

The Office of the Executive Director (OED) supports and promotes the Comm.is ion s continued 
succe s continuity of operations and adaptation to the ever-changing market itis charged with 
regulating· direct the effective and efficient al location of CFrC resources; develop and implement 
management and adminisn·ative policy; and measures and tracks program performance throughout the 
Com.mi ion. The Executi e Director leads and oversee each of the program within the OED, report 
to the Chairman and Cornrni sion and advises the Chairman and Executiv Leadel"Ship on agency 
manag meat planning operations and support. The OED is comprised of the following branches: 

Bu.sine Management and Planrung: Responsible for lease administration, pace management 
security tran. it ub. idy administration, and operational support for CFI'C headquarters and the three 
regional office •. Over ee devel pment of the Commi sion · FY2018-2022 trat gic Plan and AnnuaJ 
Perfonnance Report. De elop and di tribute agency-wide internal ommunication and maintain · 
CFT n t, FT intemaJ web it . 

Cu comer Education and Outreach: Educat s customer - abou t .. futur m rk ts notifi the 
publi ab ut th typ f fraud in the marketplac and offer ' guidance n how to fiJe complaint or 'end 
in tip ~ r garding u piciou activitie . 

Executi e CJ.i tariat: Manag th ommi .ion ' voting and informational r iew pr ce 
and maintain the p rmanent re ord of fficiaJ action · by and ubmi ion to lhe 
Commi ion. Manage FT reparations program and ov rsees ageacy-wid pri acy, r ord 
management and library program . 
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Financial Management: Responsible for the conduct of all financial management activities of the 
Commission. including formulation of the President's Budget, execution of the enacted budget, the 
acquisition of goods and services. accounting operations. and travel services. 

Human Resources: Provides effective human resource 111 .. urngement sen·ices to CFfC and 
facilitates the attainment of the CFTC"s strawgic goals and program objectives. This is achieved hy 
ensuring tht• agem..-y attracts. retains. and continuously devdops an ex1.:cptionally qualified. diverse. 
dedicated. capable. and product staff. 

Immediate Challenges: 

Labor 1Wa11ageme11t Relati,m1i: The CF-TC currently has two unions representing bargaining 
unit employees. v.·ho an.· primarily non-supervisory cmpluyees ai.:ross the agen1.:y. The immediate staffs 
or the Commissioners are not included in the bargaining units. We have one unit nwering bargaining 
unit employees in the New York office. represented by the American Federation of Government 
Employees (AFGE) since the late 1970's. The remaining three offices (DC. Chicago. and Kansas City) 
are represented by the National Treasury Employees Union (NTEU) since 2014. More detailed 
information about the labor relations programs is included in the Special Topics section. 

FY 2017 Budget: As of this writing. the CFTC is currently operating under a Continuing 
Resolution (CR) through December 9th, 2016, which holds our appropriated budget al $250.0 million. 
the same level as FY 2015 and FY 2016. 

The FY 2017 President's Budget requested S330.0 million and 897 FTE for the CFTC. 
Additionally. the President - as has every previous President since Ronald Reagan - proposed 
implementation of user fees to fund the agency's budget. However. both the Senate and House marks 
indicated a third year at $250.0 million. Assuming that the Commission is held !lat once again. the 
CFfC will be facing many challenges to accomplishing its mission. A hiring freeze would be likely, 
and many programs that the Commission has invested in in recent years will be delayed. put on hold. or 
cut altogether. Pending the outcome of an impasse panel reviewing the FY 20 I 6 compensation structure 
for Commission. it is possible that the CFfC will have to both cut programs and a<lministralion 
significantly and ptlssibly furlough stall to srny wi1hi11 a $250.0 million budget. Additional dernils on 
the CFTC-s budge! arc provided in the Special Topics section. 

fT 2018 Prt•~itlem '.\' Budget Rt~quesl: The President's Budge\ is statutorily released on the Jirst 
Monday in February. Hnwcvcr. in previous transition periods between administrations. thal date has nol 
al ways hel'll maintained. At th is Ii me. there is no specific guidance on the due date for the FY ~O IX 
President's Budget. 0MB issues a revised sl'111.'dule for completion of Jina[ budget data from Agencies 
soon after the ck·ction. Ono: the CFrC receives this guidance. it will commence with preparing the final 
hudgct materials. 

The CFT( .. s budget must be approved by the Commission via seriatim prior to its release. The 
Chairman usually is in\'ited to testify al House and Sena1e appropriation committee hearings aflcr the 
President's Budget is submitted. 1-lishirically. the House holds a hearing: in February and the Senate 
ht!aring follows in May. 

Leasing and Fi11a11cia/ Statement Audit: The CFTC currently has four current multiple-year 
leases for office space in Washington. D.C.. Chicago. New York. and Kansa~ City. Under 7 U.S. Code 

2 

93 of 241 



§ 16 the CFfC is authorized to enter into rental agreements for space that further the purposes of the 
Commodity Exdiangc Act. When the Commission entered into the multiple-year leases it recorded only 
the lease payments Jue each fiscal year rather than the full multiple-year obligation in the year the lease 
was initiated. On February 4, 2016. GAO issued Comptroller General Decision 8-327 242. Co111111odi1y 
F11111rt'.\' Trading Co111111issio11 - Rernrdi11g <f Ohlig(//io11s.ftJ/" M11l!ip!e-Ycar Lrnses I Decision). This 
Decision concluded that CFTCs historical practice ofrccording multiple-year lease ohligations on an 
annual has is violak·d the recorJi ng statute, 3 I U.S. C. § 150 I ( a)( I ). which is a violation of the Anti­
deficiency Act (ADA). 

Thi.:- FY 20 I 5 CFTC financial stati.:-mcnt audit resulted in a qualified opinion as a result of 
CFTCs historical kasing practices. KPMG, the former independent auditors. found that. "except for 
the Statem1;.•nt of Bw.lgetary Rcsources ( S BR). the financial statements were fairly presL'Illed. in al I 
m;,tterial re:-,,pects. in conformity with US GAAP. To rcmc<liatc the issue. the Commission consulted 
with GAO and OM B on reasonahlc approaches 10 report the lease nhl igations. to ensure due di I igence in 
resolving this maltcr. In addition. as par! of the remediation efforts, C~TC signed a Memorandum of 
Understanding (MOU) with the General Services Administration (GSA) whereby GSA will provide 
expertise on current leasing issues and assume responsibility for procuring future space on behalf of the 
Commission. 

Cf<TC has altered its FY 2016 financial statements to properly reflect lease transactinns and. 
upon completion of the FY 2016 audi1, the CFTC intends to report an ADA ,·iolation in compliance with 
Office of Management anJ Budget Circular A-11. 

The CFfC anticipates an additional GAO Opinion related to CFTCs leases regarding the 
following issues: CFTCs use of cash allowances (Tenant Improvement Allmvam:e): open-ended 
indemnity and variable cost clauses: payments in advance of receiving services: application of the bona 
fide needs rule related to the purchase of furniture through the lease. 

FY 2018-2022 CFTC Strategic Plan: The Government Pc1formance Results Act and GPRA 
Modernization Act of 20 IO require that a new 5-year strategic plan be developed by each agency by 
February of the year following a presidential inauguration. The Strategic Plan is reviewed and approved 
by the Commission through the seriatim process and, upon approval, will be provided to 0MB and 
Congress and published on CFTC.gov. the Commission's public-facing website. 

FY 2016 Annual Performance Report: The Annual Performance Report (APR) fulfills 
reporting requirements stemming: from numerous laws and guidance described in 0MB Circulars A-11 
anJ A-136, and is due to 0MB and Congress in February 2017. In the APR. the Commission evaluates 
and pubUshes its pcrfonnance relative to the performance measures established in the then a1;.·tiw 
Strategic Plan. CFTCs FY 2016 APR will be published in acrnrJance with the measures set out in the 
FY 2014-2018 Strategic Plan. 

Performance Ma11ageme11/ and Pay Reform: CFTC's pcrformanci.:- management system is 
comprised of a 5-pllint rating srnlc used to assess employees against five generic performance elements 
(e.g .. professional behavior) thal arc applied In all ernplnyccs in thc agency. ,vith supervisors having two 
additional 1;.•lements. The documentation of individual ohjcctives is not mandatory and employees have 
expressed concern that their performance plans are not relevant to their work and. therefore. any final 
rating they rt'ceive does not rt'llect their actual performance. This results in a pt'rception that 
meaningful pe1iorma11ce distinctions cannot be made. In addition, ratings inflation has taken place as a 
result and over 900c of employees were rated as a 4.0 or higher and 60o/r were rated a 4.6 nr higher. 

3 

94 of 241 



CFTC's pay programs havl' been inconsistently fundl"d primarily dul' to hudget constraints and 
the workforce lacks clarity on v.'hat pay incentives they can expect in a given year (e.g .. merit increases 
based on performance. across the hoard adjustments. awards, etc.). Further. divisions arc given quite a 
bit of autonomy when selling pay for new hires which can resuli in inequitable salaries \Vithin a 
particular Jivision or between divisions. and employees have the perception that inequities arc rampant. 

An overhaul of the pcrfonnance management and pay system is undl'r i:onsidl"ration. Thl' 
ob_jectivl' is to impknwnt 1.'.hang:cs in the short-krm to address some of the challenges within limited 
resources v,·hile continuing to explore a longer-term solution. Currently it is envisioned that this effort 
would cover all C'F-TC employees. 

Executfre Reform: In 1.'.alendar year 2012-13, the CFrC participated in a study of its executive 
corps resuhing in a serie., of recommendations and opportunities for improvement. Due to budgetary 
constraints, implementation of many of these anticipated and necessary reforms have been delayed. The 
latest Employee Viewpoint Sun-cy Rcsu Its (released fa! I 2016) continues to high I ight the C FTC' s 
critical need for leadership and executive development. 

• Executfre Development: Currently there is no requirement for any of the individuals who 
hold an executive position in the Commission to participate in an executive de,·eloprnent 
program either before ascending to a leadership position or whilt' they are serving in one. 
CFfC culture traditionally has valued technical skills over leadership and managerial skills. 
The lack of effective leadership skills has and will continue to impede mission execution. As 
a start to addressing this need, the Commission launched a highly successful Executive 
Coaching Program that has 61 participants and is funded until August 2017. This program 
has helped the Commission identify and address long-tenn systemic leadership issues 
through one-on-one coaching sessions and the completion and review of a 360 assessment 
program. Though the Executive Coaching program is highly successful. il is not enough to 
meel current and anticipa!ed leadership developmenl needs. We are proposing that the 
Commission consider. and then deploy a corporate executive developmenl program to ensure 
that CFfC leaders have. and will retain, the leadership skills necessary to provide effective 
oversight of lhe financial marketplace. 

• Executfre Performance a11d Pay Stmcture: The current exccutiVL' position strucrnre at 1he 
CFTC. unlike the SES progrmn used by many agencies, does not clearly distinguish leaders 
from the lower graded staff positions, because all employee levels are covered by a single 
pay plan (CT-I to 18) and perform;mec management system. As a result there is significant 
ambiguity between the executive corps and subordinate staff. Development of a CFfC 
executive performance management system and pay program separaH.· from the CT programs 
may i mpro\'c the performance. rt'tenl inn and lcadt'rship or C FTC' s -:xccuti \'I: service. 

• Executfre A.ppoi11tme11ts: The top c.xccut i vcs al the CT- 18 level (i.e .. Di vision Di rectors and 
Chairman ·.s Direct Reports) arc comprised or a mix of internal an<l external hires resulting 
from spc(·i;:11 appointment authority. merit and temporary promotion. External hires tend to be 
time limited with appointments varying from 13 months to 4 years. Internal hires may he 
permanent I no time limit) or he the result of temporary promotions from C'T-16 positions 
(currently there are two Jescribed CT-17 positions). Due in part to the lack of consistency in 
status and authority of !he positions within the executive corps. the cslablishmenl of a 
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cohesive executive leadership team with a unified operating vbion for the Commission has 
proven cl usi vc. Additional\ y. there have been difficu \tics over ti me in rccruiti ng and rctai n ing. 
executives for certain key positions. 

Records Management aud CUI: The National Archives and Records Administration (NARA) 
recently finalized its rule on Controlled Unclassified Information (CU I). CUI is information that 
rcq u ires safeguarding or disst•minat ion controls pursuant to and i.:onsistcnt wi lh applicable lav,'. 
rcgulat ion:-.. and gon:rnmcnt-widc pol ic ics hut is 1101 classi ficd. A II agcncit::s. inc I udi ng CFrC. m List 
begin implementing a CUI program. starting with developing a policy and working through issues 
specific to the Cf-TC such as the handling or Section!< material. NARA and 0MB have set aggressive 
implementation milestml!..':-. for agencies. beginning with Lhe Jevclopnwnt of a CUI polky. followed hy 
agency-wide training. The implementation of a CUI program wi II involve a culture change as ct11Tcn1ly. 
there is no marking rcquiremcnl or prolocol for the workforce, and a large prn1ion of information 
han<lled by the Cf-TC workforce will require marking and dissemination cunlrol. 
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TO: 

FROM: 

SUBJECT: 

U.S. COMMODITY FUTURES TRADING COMMISSION 
Three Lafayette Centre 

1155 21st Street, NW, Washington, DC 20581 
Telephone: (202) 418-5320 
Facsimile: (202) 418-5523 

WWW. cftc. go V 

CO NFIDE NTIAL 

Agency Review Team 

J nathan L. Marcu 
General Counsel 

Overview of the Office of the General Coun el 

Memorandum 

Introduction to the Office of the General Counsel 

By tarute, 7 U.S.C. § 2(a (4), the Office of the General Counsel (OGC) is the 
Commission's legal advisor. The head of OGC is tbe General Counsel "who sball be appointed 
by the Cammi ion and erve at the pleasure of the Commission. ' Id. The Commission 
appointed Jonathan Marcus as General Counsel in April 20 13. UndeT the General Counsel OGC 
attorneys among other important responsibilities, "repre ent the Commi ion in courts oflaw.' 
Id. Given thi tatutory provision and 7 U.S.C. § 13a-J , which authorizes the Commis ion to 
initiate enforcement action in federal court, the Commission ha independent litigation authority 
and tbu may generally repieseot it- ·elf in federal court Litigation. 

OG attorney a lso 'perform such other legal duties and function as Lhe mm1 s10n 
may dir ct." 7 U. . . 2 a 4 . Another principal funct ion of OG attorney i to upport th 
op rating divi. ion in writin rule , and OGC mu t det rmin that a ru le i l gally ufficient 
before th rule i. c.irculated for ornmi 'Sion consideration . To mo t effici ntly and ffec ti ly 
arry ut its core re pon ibilitie OGC j · comprised of five group : Litigation and djudicalion, 

Trad xe ution and Data !earing and Int rm diari , G neral Law and Legi lation and 
Int rgo emm nlaJ ffair . Th ir fun tions are addre ed bel w. 
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Litigation and Adjudication (Robert Schwartz, Deputy) 

The Litigation & Adjudication Group represents the Commission in a range of matters 
hcfore federal nmrts and administrative hoc.lies. These include challenges to regulations. 
c.lerivati\'es~industry bankruptcies. labor and employment suits. appeals in enforcement actions 
and from CTTC adjudications. and as amicus curiae on issues of interest 10 the Commission. 
This group also mlviscs the Commission and drafts opinions in adjudications. which primarily 
in\'o\ve appeals arising from the reparations program and from certain decisions hy self­
regulatory organiz.ttions. 0(3C litigators also rcsponJ Lo third-party subpot'nas. ,H.lvisc thi: 
Division of Enforcement ( DoEl in their law-enforcement activities. and advise the Commission 
and operating divisions on lt>gal risks or proposed actions. 

Regulatory Group: Trade Execution and Data <.John Dunfee, Acting Deputy) 

The Trade Execution anc.l Data Group advises the Commission and the Division of 
Market Oversight (OMO) and the Office of Data Technology on legal issues arising from the 
regulation or such entities as swap execution faci lilies. designated contract markets. swap daw 
repositories and foreign boards of trade. The Group works closely with DM0 staff. providing 
direction and counsel in analyzing legal, policy and procedural issues in connection with 
developing rnlemakings and orders applicable to these entities. The Group offers guidance lo 
OMO in assessing compliance by these entities with applicable statutory and regulatory 
provisions and advises as to the legal sufficiency. substantive accuracy and completeness of 
OMO-generated rulemakings. and no-action and interpretive letters. In recent months. the Group 
has contributed to a number of rulemakings, including rnles on swap data reporting. 
modifications to rules on S\vap execution facilities (SEFs). a supplemental proposal on 
automated trading. a proposal on the made available to trade process. and draft final position 
limit rules. 

Regulatory Group: Clearing and Intermediaries (Carlene Kim. Deputy) 

The Clearing and Intermediaries Group advises the Commission on a wide range or 
agency actions rdating to the regulation of clearing and intermediaries (e.g .. swap dealers. 
futures commission merchanls. commodity pools, i:illd commodity trading advisers). The Group 
works closely with the Di\'ision of Clearing and Risk ( OCR) and the Di vision of Swap Dealer 
and Intermediary Oversight (DSIOJ in connection wilh the drafting of ruks and orders regarding 
c !caring and i ntcrme<liari es as well as staff no-ad ion letters and interpretive guidance. The 
Group reviews these proposed agency and staff actions for legal sufficiency. substanli\'e 
accuracy and completeness. 

The Clearing and Intermediaries Group has taken a particularly acti,·c role in cross­
border issues. Working closely with OCR. DSI0, and the 0fficL' of lntt'mational Affairs (0IA). 
the Group playt:"d a substantial role in drafting the Com rni ssion 's 2013 Cross-Border Guidance 
and the recent proposal on the cross-border application of certain s\vap provisions of the CEA. 
The Group expects to continue to provide counsel to the operating divisions and OJA regarding 
cross-border legal issues. 

General Law (Heather Goltry, Deputy) 

2 

98 of 241 



The General Law (GL) Group helps to ensure Commission compliance with such statutes 
and regulations as the Governmenl in the Sunshine Act, the Freedom of Information Act. the 
Civil Service Reform Act. the Ethics in Government Ac1. the Federal Advisory Committee Act. 
anu the Commission\ supplemental rules and regulations. 

The GL Group advises the Commission, individual Commissioners. an<l Commission 
Offices and Divisions on legal. programmatic. and policy issues rdah:d to Commission funding 
and usc llf appnlpriated funds. procurement, lab(ff relations. equal cmpl<iyme111 t1pptirtunity law. 
employment. information governancc. facilities, intelk:ctual property. physical and tfata se,:urity. 
advisory councils and groups. interagcncy agreeml'nts. ml'nwranda of understanding. and all 
other areas of general and a<lministrati ve I aw. The G L Group also conducts or assists v.·ith 
hriefings of Congressional staff members and prepares or assists in the preparation of testimony 
for Congressional hearings. 

In addition to the above responsibilities. the GL Group oversees the Commission's e1hics 
program. The GL Group provides advice to Commission management and individual employees 
about government ethics hnvs and the Commission's ethics regulations. provides training on 
ethics requirements and best practices. ensures the timely and accurate submission of financial 
disclosure reports. and consults with the Office of Government Ethics to issue appropriate ethics 
opinions and waivers. 

The GL Group also provides legal counsel, direction. and guidance to all infomiation 
governance initiatives. and guidance about information collection, sharing, and security. In 
addition. the GL Group runs the Commission's Freedom oflnfom1ation Act program and 
oversees requests for access to nonpublic documents and requests for confidential treatment. 

Legislative and Intergovernmental Affairs (Susan Milligan, Deputy) 

The Legislative and Intergovernmental Affairs Group serves as the principal advisor for 
monitoring. reviev..·ing, and evaluating proposed legislation, particularly with regard tu the 
agency's reauthorization. but also for all other legislative issues involving the CEA and financial 
regulation. The Group works with the CFTC\; Office of Legislative Affairs to respond to 
Cungrcssional inquiries. hrief Congressional n:pn:scnLatives, and provid1..• tedmical assista1m: to 
Congress. the Chainnan. and Commissioners wilh regard to proposed legislation. 

The Group coordinates prngram initiatives involving othcr dumcsti.: governmental 
agencies. including the Board of Governors or the Federal Reserve System. the Dcpartmenl of 
the Treasury, the Sernrities and Excliange Commission. the Financial Stahility Owrsight 
Council. the Financial Crimes EnforcemL"nt Network. the General A.:counting Office. and thl' 
Congre,ssional Budget Offke. 

The Group advises the Commission's Office offntcmational Affairs regarding the 
Commission's international activities. including cooperative effrn1s with foreign regulatory and 
enforcement authorities through Memoranda of Understanding. 
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The Group provides advice to the Whistlehlowcr Office on the Commission's 
whistk:blo¥-·er program. The Group also handks administrative appeals of FOIA decisions. 

4 

100 of 241 



U.S. COMMODITY FUTURES TRADING COMMISSION 
Three Lafayette Centre 

1155 21st Street, NW, Washington, DC 20581 
Telephone: {202) 418-5645 
Facsimile: (202) 418-5548 
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Office of 
International Affairs 

INFORMATIO AL MEMORANDUM 

TO: 

FROM: 

Ag ncy R view T am for CFTC 

Eric J. Pan Du- ctor 
Office of International Affairs 

Privileged arid Co11fide11tial 
Non-publi 

RE: Transitional Memorandum - Office of International Affair 

DATE: October 18, 2016 

I. OVERVIEW 

A. Staff 

The Office of International Affairs (OIA) currently consists of L2 full-time staff plus two 
vacancies. 1 ha e er ed as its Director since September 20 I 5. Prior to that time I wa in 
charge of futematiooa] Regulatory Policy at the Secmitie and Exchange Commi ion (SEC). 
OIA has two D pnty Director (Wan-en Garli ck and Kevin Piccoli) one A . o iate Director 
(Maggie Sklar) and a Head of Supervisory Cooperation (Natalie Markman-Radhakri hnan). In 
addition OIA ba ix attomey-advi ors (Lily Chu, Nancy Doyle, Alex Khachaturian, Mauricio 
Melara Cha a Schwebel and Megan Wal1ace) and one taff a i tant Debbie Franklin). O1A i 
cun- ntly in the proce · of backfill hiring a second Associate Director. Many OlA ·ta.ff 
pr viou ·ly work in oth r CFfC divisions and offic s or serv d a · as i. tant · l CFT 
C mmi j ner. 

B. Mi ion and Primat·y Functions 

OI mi ion i thre -fold: (i r advanc the interest , and maximiz th in.flu nc , f lh 
ag ncy in bilat ral and multilat ra l di cu ion with foreign regulatory c unterpart and other 
governmental authorities · ii) to develop and strengthen the FT ' relation hip with key 
for ign counterparts to facilitate information- ·haring, cooperation and ro · ·-b rder a i tance· 
and (iii) to prepare the Commi sion to re pond to regulatory d elopment out ide of the United 
State . In carrying out thi mi ion, OJA is responsible for under tanding the international 
implicati.on of Commi ion policie en uring the1·e is a coorc:tinated international policy by the 
CFTC and a . isling the operating divisions when needed. 
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Privileged and Co11ftde11tial 
Non-public (CFTC Use Only) 

As dcscrihcd below. OIA ·s primary functions include: (i) representing the Commission. or 
supporting. the Chairman\; representation in, various international fora: (ii l providing guidance to 
the Commission and the CFfC operating divisions on relevant i n1ernat ional issues: (ii i J 

coordinating the Commission· s supcrv i sory cooperation func1ion. i nduding the negotiation of 
memoranda of understanding ( MOU s) and other arrangements: and (iv J providing tc1.:hnical 
assistance to fon:ign authorities. 

II. OIA 's Primar)' Functions 

A. Representing the Commission in International Fora 

I. :\·lultilateral Fora 

flltemational Orga11izatio11 of Securities Commissions (/OSCO): The CTTC is a permanent 
member of the IOSCO Board. and OJA supports the Chairman at meetings of the Board as well 
at the !OSCO President's Committee, which is the IOSCO plenary body. OJA staff also 
represents the CFfC in most of the IOSCO policy committees and task forces. l chair the 
IOSCO Policy Committee on Commodity Derivatives Markets. Warren Gorlick co-chairs lhe 
IOSCO Task Force on OTC De1ivatives. In addition. OIA is a member of the IOSCO Policy 
Committee on Regulation of Secondary Markets, Policy Committee on Regulation of Market 
Intermediaries. Policy Committee on Enforcement and the Exchange of Information. Policy 
Committee on Investment Management, Assessment Committee. Task Force on Financial 
Benchmarks. and Task Force on Market Conduct. Finally. OIA supports the Office of Chief 
Economist. which represents the CFTC in the !OSCO Committee on Emerging Risk. the 
Enforcement DiYision. which represents the CFTC in the IOSCO MMOU Monitoring Group and 
Policy Committee on Enforcement and 1he Exchange or Information. and the Office of Customer 
Education and Outreach which represents the CFTC in the Policy Committee on Retail Investors. 

OTC Derivatives Regulaton.· Group (ODRG): OIA serves as the Chairman's representative to 

the ODRG. The ODRG consisb or the chairs of the authorities responsible for regulating the 
larges! derivatives markets in the \Vorld. They are the over-the-counter (OTC) derivatives 
regulators of Australia. Brazil. the European Union. Hong Kong:, Japan. Ontario. Quebec. 
Singapore. Sv.-·itzerlant.l. aml the United States. Currently, the CFrC Chairman is the chair of the 
ODRG. 

f'i11a11cial Stability Board ( FSB): Even 1hough the Cl~TC is not a full memher of the FSB. the 
Cl-TC is active in many FSB working groups and frequently participates in FSB workstrcams. 
part icu larl y with rt.>specl to OTC' derivatives, central counlt!rparties (CCPs ). data aggreg:at ion. 
henchmark., regulation. and effects of reforms. The importance of the CFfC' in many of these 
issues has led to the FSB Chair inviting the CFTC Chairman to attend select FSB Steering 
Committee and Plenary meetings. Cl-TC staff participates in Cross-horder Crisis Management 
Group for FM Is (fmiCBCMJ or the Resolution Steering Group (ReSG), Basel Commillt't' on 
Banking Supervision I BCBS )-Comminee on Payments and Market Infrastructures (CPMI)-FSB-
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Privileged aml Confidential 
No11-public (CFTC Use Only) 

IOSCO Study Group on Central Clearing Interdependencies. and FSB OTC Derivatives Working 
Group. Finally. I co-Chair the FSB Working Group on UPI and UTI Gon~rnan1..·e (GUUC:i). 

2. Bilateral Dialogues 

a. European Union 

Of A interfaces with the Directorate-General rur Financial Stability. Financial Services and 
Capital Markets Union ( DG FISMA) of the European Commission (EC). European Parlimnenl. 
Council. and European Securities and Markets Authority (ESMA). OIA represents 1hc Cl-TC in 
the Joint EU-U .S. Financial Regulatory Forum. formerly known as the U .S.-EU Financial 
Markers Rcgulatorv Dialo!.!.uc. The Forum consists of biannual meetings of staff from the CFfC. 

~ .. .... '-

U.S. Treasury. SEC. Federal Reserve Board, Federal Deposit Insurance Corporation. and Public 
Company Accounting Oversight Board and staff from the DG FISMA. ESMA. European 
Banking Authority. and the Single Resolution Board. In addition. OIA rt·prt·scnts the CFfC in 
meetings with the Financial Services Committee of the Council. 

b. China 

The CFfC participates in 1he U.S.-China Strategic and Economic Dialogue (S&ED) and the 
U.S.-China Joint Economic Committee (JEC). The S&ED is an official bilateral dialogue held 
annually in Washington and Beijing. that attracts high-level participation from both the U.S. and 
Chinese government and promotes further regulatory and economic cooperation. The JEC is an 
official dialogue exclusively focused on financial regulation. also held annually in Washington 
and Beijing. The Chairman attends the S&ED. and OIA represents the CFfC at the JEC. OIA 
also participates in a staff dialogue with the China Securities Regulatory Commission (CSRC) 
focused on market surveillance issues. 

c. India 

OJA represents the Cf-TC in the U.S.-lndia Financial Regulatory Dialogue. held in Mumbai/Ne\\' 
Delhi and Washington each year. The dialogue offers OIA an opportunity to di~cus:,, the CFTC's 
implementation of OTC deri,·atives reforms and dcvdopmenls in the OTC derivatives markets. 
In turn. OIA obtains updates on regulatory devdopments from the Reserve Bank of India and the 
Securities and Exchange Board of India. 

d. North America 

OIA represents the CF-TC at the annual North American Free Trade Agreement rinancial 
Servin:s Dialogue. ,vhid1 rotates between Ottawa. Washington. DC. and Mexico City. OIA 
participatcs in the portion nf the meeting related to Derivatives and Sccuritii...·~ Market Issues and 
provides an update on the CFTCs progress on OTC derivatives reform. Counterparts from the 
Canadian and Mexican ministries of finance address relevant legal reforms in their jurisdictions, 
including on OTC derivatives reronn. the Canadian Cooperative Capital Markets Regulatory 
System and the Latin American Integrated Market. 
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B. Working with CFTC Offices and Divisions 

Privileged a11d Confidential 
No11•public (CFTC Use Only) 

Division of A1arket Oi·en:ight (DMO): Furthermore, OJA is assisting DMO in Jiscussions with 
the EC regarding 1he EC's consideration whether the CFTC SEP regime is equivalent 10 the ne\v 
EU trading. platform regime. In addition. OJA works wi1h OMO on international effons 10 

remove kgal harriers to trade l"L'porting and to access to trade repository data hy foreign 
authorities. Finally. OIA works with OMO on partil'.ipating in international standards selling 
cn·ons reganling cross-border data standards. 

Dil'isio11 of Cleari11g a11d Risk (VCR): OJA supports DCR ·s work on CCP recovery. resilience 
and resolution hy monitoring international workstreams on these issues. Morcovw. OJA drafts 
hricfings in coordination with OCR regarding CCP resolution issues for the Chairman's meetings 
with foreign regulators. In addition, Of A negotiates MOUs wilh foreign authorities that arc 
required for DCR 's consideration of exempt derivatives clearing organizalion (DCO) n:gistration 
applications and assists OCR with information requt.·sts made pursuant to such MOUs. 

Division of Swap Dealer and Intermediary Oversight (DS/0): OTA works with DSIO in 
responding to good standing inquiries received from foreign regulators. In addition. OIA and 
DSIO staff discuss issues regarding Part 30 comparability relief. Recently. OL-\ has assisted 
DSIO in communicating \v·ith foreign counterparts about DSIO's substituted compliance 
detem1i11ations. and in monitoring implementation by foreign counterparts. of their margin 
requirements for uncleared swaps. 

Office of Data a11d Technology (ODT): OJA staff coordinates with ODT on international data 
hannonization work. 1l1is includes providing coordination and vetting of technical issues that 
might have implications for our data reporting rules, providing guidance and suppm1 on 
international processes. and coordinating meetings between ODT and other Cl-TC stakeholders 
on maners of mutual interest. OIA also participates in the Data SteerCo. a cross-divisional 
committee 10 O\'ersee and coordinate data policy. 

Office of the Chief Ecmwmist (OCE): OIA and OCE work together on the semi-annual fSB 
OTC Derivatives Working Group Report, which is largely data driven and requires significant 
input from OCE. In addi1ion. in preparing remarks for the Chairman and other senior staff. OIA 
and OCE often work 10gether in reviewing key market developments in the derivatives area, as 
well as utilizing re!C\"ant data to illustrate key points in spced1es and other remarks. finally. 
OIA and OCE v,;ork closely together with respect to OCE's rL·pn:sentation on the (OSCO 
Committee on Emerging Risk. 

Ofl'ice of the General Coun.'lel (OGC): OJA stall works with OGC on information sharing and 
access issues. on issues pertaining to noss•border rulemaking. partkularly with respect to the 
applk,.1tion of the Dodd-Frank Act. and in providing CFTC input tn Treasury and the U.S. Trade 
Representative· s Office regarding international trade agreements. 

Division of Enforcement (ENF): OJA staff works with ENF staff on matters related to the 
IOSCO Policy Committee on Enforcement and the Exchange of Information. OIA also is 
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\.vorking on implementation options for the !OSCO Enhanced MMOU. which is heing decided 
by the !OSCO Board. 

C. Supervisor}' Cooperation and Information Sharing Arrangements 

OIA is responsihk for MOUs and 01her information sharing and cooperation arrangements v..'ith 
fordgn authoritk!-. for the supervision of entities locati.:d outsidi.: the United States and rcguh,tcd 
hy the CFTC. In dose coordination ,.viLh !he operating divisions and in consultation ,...-ith OGC 
and ENE OIA drafts. negotiates. and finalizes these arrangements and the related confidential 
side lcllers. In addition. OJA is responsible for responding to hoth internal and t'Xlcrnal inquirit's 
related to supervisory arrangements. With rcspeet to internal inquiries. Commission staff 
requests assistance in drafling formal and informal arrangcmenls. asks about the existence and 
scope of arrangements. and raises questions ahout the interpretation of terms and prnvisions 
included in arrangements. Foreign authorities inquire about the Commission ·s existing 
arrangemt'nts and ask about the potential and process for entering into 1.:ooperative ammgemenls. 
OJA also routinely provides \\Titten comments on a wide range of internal and external 
documents that discuss supervisory cooperation. such as draft rulemakings or ammgements and 
memoranda to the Commission. 

D. Technical Assistance 

The CFfC is recognized in the international community as the leading authority in commodity 
and derivatives regulation. Accordingly, non-U.S. regulators frequently seek the expertise and 
experience of CITC staff to understand market structure. futures and derivatives. market 
oversight. enforcement and governance issues. Leveraging senior CFTC staff and industry 
officials. OIA ·s technical assistance program provides training and support to non-U.S. 
regulators. To the extent possible. the training is done in coordination with other U.S. agencies 
such as the SEC. United States Agency for International Development. International Monetary 
Fund and World Bank. 

As rart of the CFTCs technical assistuncc program. OIA organizes an annual International 
Regula tors S ymposiurn. In September 20 I 6. OIA hosted 76 officials from 24 countries for a 
four-day symposium at CFTC headquarters. OIA also organizes a one-day meeting of 
international regulators focused on discussing issues of current interest on the side of the Futures 
Industry Association· s Annual M eel ing in Boca Raton. Flnri<la. 

Ill. Critical Issues 

A. Cross-horder Issues 

I. E<1uil'alcncc and Substituted Compliance 

Following the pub! ication of the Commission's cross•border guidance in July 2013. the 
Commission issued comparability determinations for certain regulatory requirements in 
Dcce m ber 20 I 3. Ju 1i sd i cti on s inc I ud cd in th osc <letcrm i nations ( A ustra 1 i a. Canada. Eu rope an 
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Union, Hong Kong. Japan, and Switzerland) as well as other jurisdiction'> (Brazil.Singapore. and 
South Africa l ha Ye <solicited the CFfC for addi tinnal comparahil ity determinations. In addition, 
given the deferral of a comparability determination for swap data reporting. requirements when 
the Commission made its initial comparability determinations in December 2013. it is anticipated 
tha1 the Commission \viii he .. isked to issue comparability determinations for foreign reporting 
requirements. Other rl'ccnt determinations include: (i) in MaKh 20 I 6. the Commission agri.:ed 
on the availability of substituted compliance for cerwin ELI standards applic..1hle to CCPs/DCOs: 
and (ii) in September 20 I 6. the Commission issued a mm para hi lity determination that will allov,· 
for suhstilllted compliance under Japanese regulati(111 frlr certain margin rcquirl'mcnts f,ff 
uncleared s\vaps. 

Similarly. with regard to equivalence determinations from 11011-U.S. authorities. OIA has been 
involved in discussions with authorities in nthcr jurisdictions regarding the availability and 
process for obtaining equivalence determinations. Por example. OJA staff is engaging on a 
bilateral and multilateral basis with the authorities developing and imple1111;•nting EU trading 
requirements. including the related equivalence assessments. The primary purpose of this 
engagement has been to achieve a common understanding of CFfC anJ EU standards applicable 
to trading platforms and the attendant execution requirements for counterpa11ies. in order to 
facilitate the development of a related CFfC exemption regime for foreign trading requirements 
and the issuance of an EU equivalence decision regarding CFTC trading requirements. 

2. Global Implementation of OTC Derivatives Reform 

OIA supports the Commission's regulatory hannonization efforts, works directly \vith foreign 
counterparts to promote coordinated implementation of OTC derivatives refonns. Seven years 
after the G-20 Leaders in Pittsburgh made a commitment to implement certain OTC derivatives 
reforms, G-:20 jurisdictions are continuing to complete their refonns. As the Cf-TC has been 
among the fi.rsl to put into place the reforms, it is in the interests or the CFfC lo support eff orls 
to encourage other G-20 juri:'.dictions to meet their commitments and complete their 
implementation of the reforms. 

One recent example is implementation of margin requirements for Ln11.:leared swaps. All 
members of the !OSCO Board and the Basel Committee agreed to implement margin 
requirements in accordance \Vith a specific schedule of implementation dates. Only the United 
States. fapan and Canaua met the initial deadline. It is critical that other jurisdktions implement 
thcir margin n:quircments in accordance wilh the internationally agreed timetable lo avoid the 
potential for regulatory arbitrage and increased concentration of countcrparty risk. 

R. Data and Trade Reportin~ Issues 

One of the key G-20 reforms is the reporting of swaps transactions to trade repositories. While 
many jurisdictions have put into place reporting requirements. much work continues lo he 
needed to allow regulators lo ensure the collection of trade data is complete. that it can he 
accessed. and that it can be understood. 
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In terms of trade reporting. the FSB peer review on OTC derivatives trade reporting noted that 
some jurisdil:tions haYe in place legal harriers that prevent the complete reporting of 
counteq1arty information to trade repositories. Such legal barriers have led some authorities. 
including 1he CFfC to permit market p<-1rticipants to mask the ide111ity of their counte1var1ies. 
hut the CFfC is supporting international efforts to have such legal h~uTiers remm·ed such that 
masking relief is no longer necessary. 

Likcv.·isc. there arc also harriers to the w.:cess of trade repository information in other 
jurisdictions. The repeal of the Dodd-l•rank Act indcmni fication requirement in December .:!O 15 
opens the door to 11011-U.S. regulators obtaining data from U.S. trade repositories. and OIA is 
helping DMO in ,.:onsidering hO\v to amend rclt-vant CFfC rules to provide such access. But 
legal barriers continue to exist in Europe and other jurisdictions. To this end. OJA has been 
discussing v.·i th EC staff potential legal solutions to al low direct access to EU trade rcposi tory 
data by U.S. authorities. As so-called "direct access" solutions remain undetermined. OIA is 
also exploring arrangements with various jurisdictions to facilitak· aL·cess to data by indirect 
means when· m .. ·cess to trade repository data is avai I able through regulator-to-regulator 
information sharing arrangements. 

International regulators are working on harmonizing key data standards in the OTC derivatives 
market. which is c1itical to allowing regulators to better understand S\vaps infom1ation being 
reported to trade repositories. The FSB GUUG. which I co-chair with the European Central 
Bank. is developing governance recommendations to oversee these standards. Critical issues 
here include insuring that the governance model be as lean as possible and not expensive and 
cumbersome. For some data standards, such as Lhe unifonn product identifier (UPI). some 
central registry and maintenance authotity will be needed. Another major issue is cost: the 
standards need to be issued and maintained in a way that is open source. is not unreasonable in 
cost. and is not unduly burdened by intellectual property issues. The GUUG has developed key 
criteria for any governance model that must meet these and similar governance concerns and will 
recommend governance arrangements for the uniform transaction identifier and UPI. 

C. Supenisory Cooperation 

1. Information Sharing 

OIA works with staff from OCR. DSIO. OGC. and DOE in negotiating MOLis with various 
foreign regulatory crnmtL·rparts. Thes.: MOUs establish information sharing frame\v·orks for 
cooperation and assistance in the regulation of cross-border dcriva1ives and clearing activity for 
supervisory. prmkntial. and risk-assessment purposes. OIA staff often kads negotiations 
receiving valuable input from other divisions and offices of MOU provisions and the 
parameters for information sharing. including the potential legal hurdles posed by seneL·y. 
privacy. and other dnta protection restrictions. OIA staff is currently in the process of 
negotiating MOLis with several _jurisdictions. including China. India. and Canada. 

2. Data Protection 
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OIA staff. collaborating with staff from ENF and the Office of the Exccuti ve Director. has hccn 
tracking European data protection developments. including the passage of the General Data 
Protection Regulation (GDPR ). which will supersede the existing European data protection 
regime when it comes into force in 2018. The CFJ'C has played a key role in voicing concerns. 
along with other U.S. financial regulators. to the EC. European Parliament. European Council. 
and our counterparts in EU Member States about possible unintended l'."onscqucnL'es of the 
GDPR on intcrnation,il data transfers used for suptrvisory and t:!nfon.:cment purpost:!s. The two 
primary crnKerns pertain 10: (i) direct access by U.S. ri1wncial rtgulators lo registrant data 
located in Europe: and (ii) re gu l ator-to-rcgu lat or inf( mnat ion sharing. Am higuit y created by the 
GDPR regarding financial regulatory data transfers from Europe may create challenges in our 
ability to regulate. and bring enforcement actions against. firms located. and w .. ·tivitit's taking 
place. in Europe. 

D. CCP Resiliency. Recovery and Resolution 

In terms of global regulatory reform. in addition to working on margin. OIA supporb DCR on 
CCP resiliency. recovery and resolution planning issues. The significance of CCP:c. in the global 
financial system is increasing alongside the growing volume of derivatives transactions being 
cleared. 

E. Effects of Reform and Market Liquidity 

The FSB has undertaken separate work to analyze, on a more comprehensive basis, the effects of 
all financial reforn1s, including in the derivatives area. Despite the long-standing G20 
commitments to reform the derivatives markets. there is a risk that unsubstantiated concerns 
regarding fragmentation and liquidity might he used as a reason to delay the implementation of 
derivatives refonns in other jurisdictions. At the same time. the pursuit of some reforms may 
conllict with the effectiveness or other reforn1s. One example of this conflict is the supplemental 
leverage ratio proposal by BCBS and its negative effect on central clearing. CFfC participation 
in the global discussion of effects of reform and market liquidity is essential to ensure beneficial 
global regulalory reform continues unabated. 
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Labor Management Relations 

CFTC employees are represented by either one of two Federal Labor Unions: National Treasury 
Employees Union (NTEU) or the American Federation of Government Employees (AFGE). Specifically, 
approximately 384 employees in DC, Chicago and Kansas City are covered by NTEU and approximately 
62 employees in NY are represented by AFGE. 

AFGE has represented employees in the NY regional office since the late 1970's and NTEU was certified 
on November 7, 2014. Each Union covers both professional and non-professional employees in one 
bargaining unit ( U nt ii recen ti y, AG FE cons is te d of two loca I bargaining units with one covering 
professional employees and the other covering non-professional employees). Professional employees 
consist of positions such as attorneys and auditors. Non-professional employees include positions such 
as futures trading investigators, risk analysts, and surveillance analysts. The employees in this unit are 
currently voting to decide whether they want to remain with AFGE, join NTEU, or not be represented by 
a union. We should have the results of this election in December 2016. 

CFTC's authorizing legislation requires the Agency to operate under the Federal Labor-Management 
Statute, which includes the requirement to meet and negotiate with Unions in good faith for the 
purposes of arriving at a collective bargaining agreement. In broad terms, collective bargaining 
agreements tend to be in effect for three to five years and include work schedules, safety and health 
provisions, telework, and many other items affecting employees' conditions of work. In addition, 
because CFTC has the discretion to set pay, compensation provisions may also be bargained as part of 
the master agreement. 

Currently, the Agency and AFGE are operating under the terms of a master bargaining agreement 
negotiated in the late 1970's. Since the initial agreement, the terms of such agreement have rolled over 
from year to year as opposed to the parties engaging in subsequent bargaining. The Agency and NTEU 
are currently operating under an interim agreement, which includes provisions for a grievance 
procedure, official time, notice requirements and timeline for bargaining, and union dues. However, the 
Agency and NTEU successfully negotiated ground rules for bargaining over a master collective 
bargaining agreement in July 2016. 

As outlined in the ground rules, we began master agreement negotiations in August 2016, with 
bargaining sessions occurring every few weeks at agreed upon dates. We are bargaining over 
approximately SO proposed articles covering the terms and conditions of employment for represented 
staff. The articles address areas such as leave approval, telework, work schedules, compensation, 
benefits, office assignments, merit promotion, health and wellness programs, and other areas. 

Once the Agency and NTEU reach a tentative agreement, the execution of the agreement is conditional 
on ratification by NTEU's bargaining unit employees. In addition, an agreement between NTEU and the 
agency is subject to approval by the Agency head. Approval by the Agency head is required within a set 
number of days (this time frame is pa rt of the current negotiations) of the agreement's execution. If the 
Agency head fails to approve or disapprove the agreement within the set time period window, it takes 
effect and becomes binding on the parties. If the Agency head disapproves any of the agreed-upon 
provisions, NTEU may file a negotiability petition with the FLRA, challenging the Agency head's 
determination that a provision is unlawful. 
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The Commission successfully negotiated its first compensation and benefits agreement with NTEU for FY 
2015. CFTC and NTEU initiated bargaining over compensation and benefits for FY 2016, but were unab!e 
to reach agreement. After an unsuccessful attempt to mediate the dispute, the parties arrived at a 
formal impasse. Recognizing the budgetary implications should negotiations continue beyond the end 
of the fiscal year, the Commission strategically and unilaterally implemented a 1 % increase in base pay 
for all employees and a $1,400 bonus for all employees performing at an acceptable level. The 
unilateral implementation also exposed the Commission to an unfair labor practice charge, although 
none has been filed at this time. Following the CFTC pay increase, NTEU requested the intervention of 
the Federal Service Impasses Panel, which resolves impasses between federal agencies and unions 
representing federal employees. The Commission is represented by the Office of General Counsel's 
litigation office in this matter. The negotiations with the AFGE union have not been as robust as those 
with NTEU and we have successfully consulted with AFGE regarding employee compensation and 
benefits for FY 2015 and FY 2016. 
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FY 2017 Budget 

As of this writing. 1he CTTC is cun-ently operating under a Con1inuing Resolution (CR) 1hrough 
December 91

h. 20 I 6. which holds our appropriated budget at $250.0 mill inn. the level as in FY 
20l 5 and F'{ 2016. 

The FY 20 I 7 President\; Budget n:ques1cd $3 30.0 mi II ion and 897 FTE for the CFTC. 
However, both the Scnalc and House marks indicated a third year al S250.0 million. Assuming 
that the Commission is held !lat once ag~1in. whether by a CR or a nt.'\V appropriation hill. !he 
CFTC will he facing many challenges 10 accomplishing its mission. A hiring freeze would he 

likely. and many programs that the Commission has invested in in recent years will he ddayed. 

put on hold. or cul altogether. Pending the outcome of an impasse pane I reviewing the FY 2016 
compensation structure for the Commission. it is possible Lhat the CF-TC will have to cut both 
programs and administration significantly and possibly furlough staff to slay within a $250.0 

million budget. 

Attachmenl: CFTC 2017 budget exhibits 
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High-Level Federal Budget Process 

0MB Issues 
Gu1da 11ce 

Agencies Develop 
Budgets • May-September 

Agencies Su bm i1 
0MB Budget 

•September 

"Pass back" • Late November 

CFTC President' s Budget 
Reformu lat ion 

• November - December 

Agencies Submit 
Presiden t's Bl1dget 

• P t Monday in 
February 
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High-Level Budget Process 
Feb - Internal deliberations begin focusing on Information Technology requirements for next budget year. 

March -May- Internal Agency discussions and decisions on budget year requirements commence with Chairman, resulting in Agency• 
speclfic guidance to Divisions. 

April-July- Agency Budget Office and Divisions develop initial "OMB Budget" data and justification materials. 

May - 0MB issues general budget to all Agencies and may provide CFTC separate verbal guidance. 

Sept- The "Agency Request" or "OMB Budget" is due in September to 0MB. Consistent with the Commission's statutorily-based 
budgetary "bypass" authority, the Commission submits its budget estimate to the President/OMB and concurrently to both the House 
and Senate Appropriations and Agriculture and Finance committees. 

Late Nov - OM B makes a pre I iminary decision on the level off u ndi ng for al I Agencies based on Agencies Request to be included in the 
President's Budget. This preliminary decision is called the "passback." Unlike most other agencies, CFTC receives its passback verbally. 
While the Commission is not bound by the passback from 0MB, negotiations usually lead to an agreed upon amount for the Agency's 
President's Budget request. 

Dec thru Jan - The negotiated amount is included in the final Budget level (or the "Mark") to be included in the President's Budget. The 
Commission's 0MB Budget is adjusted (reformulated) to reflect the agreed upon changes. 

Feb - Agency submits the "President's Budget," which is due to Congress the 1>1 Monday in February. 

Feb thru May - House and Senate hearings are scheduled through Office of Legislative Affairs. The Budget Office prepares Hearing 
Materials for the Chairman's preparation process. 
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Annual CFTC Budget Timeline 
Late Feb 
Mar 
Apr-May 
Mid May 
May- June 
Mid May 
Late May 
Early June 
Mid June 
June-July 
Early Aug 
Mid Aug- Sep 
Sept-Oct 
Late Nov 
Late Nov-Dec 
Nov-Dec 
Early Jan 
Feb 01 
Feb-May 

CFO/CIO Issue IT Budget Data Call 
Brief Chairman on FY (year) process 
OFM meet with Divisions 
Issue 0MB Budget Formulation Instructions 
Receive 0MB General Budget Guidance for FY 
Update Chairman on Division meetings 
Establish Top-Line with Chairman 
Input due from Divisions 
Present Chairman Mission Activity/Division Summaries 
Divisions Finalize 0MB justification 
Draft FY 2017 0MB Budget to Chairman and Commissioner Review 
Seriatim Sign-Off 
Submission to 0MB 
0MB Issues Passback 
Brief Chairman on Passback Adjustments 
Reformulation of 0MB Budget for President 1s Budget 
Chairman Brief /Seriatim Sign-Off of President's Budget 
Submission to Congress 
Congressional Hearings 
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Transmittal of Budget Requests -
Bypass Authority 

Sec. 2{a){10}{A)/ The Commodity Exchange Act. 

Whenever the Commission submits any budget 
estimate or request to the President or the Office of 
Management and Budget/ it shall concurrently transmit 
copies of that estimate or request to the House and 
Senate Appropriations Committees and the House 
Committee on Agriculture and the Senate Committee 
on Agriculture/ Nutrition/ and Forestry . 



Legislative Recommendations 

Sec. 2(a)(10}(8}, The Commodity Exchange Act. 

Whenever the Commission transmits any legislative recommendations, or testimon½ 
or comments on legislation to the President or the Office of Management and Budget, 
it shall concurrently transmit copies thereof to the House Committee on Agriculture 
and the Senate Committee on Agriculture, Nutrition, and Forestry. No officer or 
agency of the United States shall have any authority to require the Commission to 
submit its legislative recommendations, or testimony, or comments on legislation to 
any officer or agency of the United States for approvat comments, or review, prior to 
the submission of such recommendations, testimon½ or comments to the Congress. In 
instances in which the Commission voluntarily seeks to obtain the comments or review 
of any officer or agency of the United States, the Commission shall include a 
description of such actions in its legislative recommendations, testimon½ or comments 
on legislation which it transmits to the Congress. [As added by Act of October 23, 1974 
(Commodity Futures Trading Commission Act of 1974} Sec. 101(a)(3), 88 Stat. 1390; as 
amended by Act of September 30, 1978 (Futures Trading Act of 1978}, effective 
October 1, 1978, Sec. 2(14} and {15), 92. Stat. 865,867; Act of October 28, 1992 
(Futures Trading Practices Act of 1992), effective October 28, 1992, Sec. 226, P. L. 102-
546, 106 Stat. 3590, 3618; by Act of May 13, 2002 (The Farm Security and Rural 
Investment Act of 2002}, title X, subtitle H, Sec. 10702, P.L. 107-171; 116 Stat. 516}. 



CFTC - President's Transition Book 

CFTC Funding Sources 

Annual Appropriations 

• Since inception in 1974, the Commission has received an annual discretionary appropriation 

which supports the majority of Agency operations. 

• In addition, the Commission collects about $1.5 million i.n user fees from self-regulatory 

organizations, which are deposited into the miscellaneous receipts account for the US. 

Government, and not available for agency use. 

• The Commission's FY 2016 funding was authorized at $250 million with specific "cave outs" 

for IT and OIG. The Commission is currently operating under a continuing resolution (CR) 

through December 9, 2016. The funding limitations established in the FY 2016 

appropriations act carry forward into FY 2017 as authorized by the 2017 Continuing 

Appropriation Act, or until a full - year FY 2017 appropriation is passed by the Congress and 

signed by the President. 

Consolidated Appropriations Act, 2016 PL 114-113 

DIVISION A-AGRICULTURE, RURAL DEVELOPMENT FOOD AND DRUG 
ADMINISTRATION, AND RELATED AGENCIES APPROPRIATIONS ACT, 
2016 

Title VI-RelatedAgencies and Food and Drug Administration: 

INDEPENDENT AGENCIES 
COMMODITY FUTURES TRADING COMMISSION 

For necessary expenses to carry out the provisions of the Commodity 
Exchange Act (7 U.S.C.1 et seq.), including the purchase 

and hire of passenger motor vehicles, and the rental of space (to 
include multiple year leases), in the District of Columbia and elsewhere, 

$250,000,000, including not to exceed $3,000 for official 
reception and representation expenses, and not to exceed $25,000 

for the expenses for consultations and meetings hosted by the 
Commission with foreign governmental and other regulatory officials, 

of which not less than $50,000,0001 to remain available until 
September 30, 2017, shall be for the purchase of information technology 

and of which not less than $2,620,000 shall be for expenses 
of the Office of the Inspector General: Provided, That notwithstanding 

the limitations in 31 U.S.C. 1553, amounts provided under 
this heading are available for the liquidation of obligations equal 
to current year payments on leases entered into prior to the date 
of enactment of this Act: Provided further, That for the purpose 

of recording any obligations that should have been recorded against 
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accounts closed pursuant to 31 U.S.C. 1552, these accounts may 
be reopened solely for the purpose of correcting any violations 

of 31 U.S.C. 1501(a)(l), and balances canceled pursuant to 31 U.S.C. 
1552(a) in any accounts reopened pursuant to this authority shal1 

remain unavailable to liquidate any outstanding obligations. 

• Since FY 2014, the Commission's funding has been separated into three line-items: 

o Salaries and Expenses (S&E) 

o Office of Inspector General (OIG), and 

o Information Technology (IT) 

• The majority of the annual funding is received in the Salaries and Expenses (S&E) line-item 

and is used to fund staff salaries and benefits, facility and leasing costs, and all other 

operating expenses of the Commission. 

• The Office of the Inspector General {OIG) line-item i's used for fund the staff salaries and 

benefits, operating expenses and overhead assigned to the OIG.1 

• The Information Technology line-item is used to fund the purchase of information 

technology including infrastructure, hardware, software, and operating expenses 

supporting the entire Commission. Salaries and benefits for staff working in the Office of 

Data and Technology are paid from the S&E lihe-item. 

Consumer Protection Fund (CPF) - No Year Fund 

• The Consumer Protection Fund (CPF) pays the salaries and benefits, operating expenses, 

and educational outreach activities of the Office of Customer Education and Outreach and 

the Whistleblower Office for approximately seventeen staff members, as well as funding the 

payment of whistleblower awards. 

• In accordance with the authorities establ ishing the CPF, the Commission deposits civil 

monetary penalties, disgorgements, and interest it collects in covered administrative or 

judicial enforcement actions into the CPF whenever the balance in the fund at the time of 

the action is less than or equal to $100 million. 

• The balance of the CPF has remained above the $100 million threshold since FY 2014. 

Depending on the number and amounts of Whistleblower Awards approved for distribution 

in FY 2017, the Commission may be authorized to make a deposit to the CPF during the 

fiscal year. 

1 See GAO Decision B-327003, Commodity Futures Trad ing Commission-Availability of Appropriations 
for Inspector General Overhead Expenses of September 29, 2015. 
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FY 2016 Appropriations Bill and Report Language 

Consolidated Appropriations Act, 2016 PL 114-113 

DIVISION A-AGRICULTURE, RURAL DEVELOPMENT, FOOD AND DRUG 
ADMINISTRATION, AND RELATED AGENCIES APPROPRIATIONS ACT 2016 

Title VI-Related Agencies and Food and Dru.g Administration: 

INDEPENDENT AGENCIES 
COMMODITY FUTURES TRADING COMMlSSlON 

Fornecessary expenses to carry out the provisions of the Commodity 
Exchange Act (7 U.S.C. 1 et seq.), including the purchase 

and hire of passenger motor vehicles, and the rental of space (to 
include multiple year leases), in the District of Columbia and elsewhere, 

$250,000,000, including not to exceed $3,000 for official 
reception and representation expenses, and not to exceed $25,000 

for the expenses for consultations and meetings hosted by the 
Commission with foreign governmental and other regulatory officials, 

of which not less than $50,000,000, to remain available until 
September 30, 2017, shall be for the purchase of information technology 

and of which not less than $2,620,000 shall be for expenses 
of the Office of the Inspector General: Provided, That notwithstanding 

the limitations in 31 U.S.C. 1553, amounts provided under 
this heading are available for the liquidation of obligations equal 
to current y-ear payments on Leases entered into prior to the date 
of enactment of this Act: Provided further, That for the purpose 

of recording any obligations that should have been recorded against 
accounts closed pursuantto 31 U.S.C. 1552, these accounts may 
be reopened solely for the purpose of correcting any violations 

of 31 U.S.C. lSOl(a)(l), and balances canceled pursuant to 31 U.S.C. 
1552(a) in any accounts reopened pursuant to this authority shall 

remain unavailable to liquidate any outstanding obligations. 

TITLE VII 
GENERAL PROVISIONS 

(INCLUDING RESCISSIONS AND TRANSFERS OF FUNDS) 

SEC. 717. (a) None of the funds provided by this Act, or provided 
by previous appropriations Acts to the agencies funded by this 
Act that remain available for obligation or expenditure in the current 
fiscal year, or provided from any accounts in the Treasury 
derived by the collection of fees available to the agencies funded 
by this Act, shall be available for obligation or expenditure through 
a reprogramming, transfer of funds, or reimbursements as authorized 
by the Economy Act, or in the case of the Department of 
Agriculture, through use of the authority provided by section 702(b) 
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of the Department of Agriculture Organic Act of 1944 (7 U.S.C. 
2257) or ection 8 of Public Law 89-106 (7 U.S.C. 2263), that­
(1) creates new program ; 
(2) eliminates a program, project, or activity; 
(3) increases funds or personnel by any means for any 
project or activity for which funds have been denied or 
restricted; 
(4) relocate an office or mployees; 
(5) reorganizes offices, program , r activities; or 
(6) contracts out or privatizes any functions or activities 
pr n ly perform d by F d ral mployee ; 
unless the S cretary of Agriculture, the Secretary of Health and 
Human Services, or the O1airman of the Commodity Futures 
Trading Commission (a the case may be) notifie in writing and 
receives approval from the Commjttees on Appropriations of both 
House of Congress at least 30 days in advance of the reprogramming 
of such funds or the use of uch authority. 
(b) None of the funds provided by this Act, or provided by 
previous Appropriations Acts to the agencies funded by this Act 
that remain available for obligation or expenditure in the current 
fiscal year, or provided from any accounts in the Treasury derived 
by the collection of fees available to the agencies funded by this 
Act, shall be available for obligation or expenditure for activities, 
programs, or projects through a reprogramming or use of the 
authorities referred to in subsection (a) involving funds in excess 
of $500,000 or 10 percent, whichever is less, that-
(1) augments existing programs., projects, or activities; 
(2) reduces by 10 percent funding for any existing program, 
project, or activity, or numbers of personnel by 10 percent 
as approved by Congress; or 
(3) results from any general savings from a reduction in 
personnel which would result in a change in existing programs, 
activities, or projects as approved by Co ngress; unless the Secretary 
of Agriculture, the Secretary of Health and Human 
Services, or the Chairman of the Commodity Futures Trading 
Commission (as the case may be) notifies in writing and receives 
approval from the Committe son Appropriations of both 
Houses of Congress at least 30 days in adv nee of the reprogramming 
or tran fer of uch fund or the use of such 
authority. 
( ) Th S cretary of Agriculture, th Secretary of 1-1 alth nd 
Hum n S rvices, or the Chairman f th · Commodity Fulur s 
Tradin Commission shall notify in writing and receive approval 
from the Committees on Appropriations of both louses of Congress 
before implementing any program or activity not carried out during 
the previous fiscal year unle the program or activity is funded 
by this Act or specifically funded by any other Act. 
( d) None of the fund provided by thi Act, or provided by 
previous Appropriations Acts to the agencie funded by this Act 
that remain available for obligation or expenditure in the current 
fiscal year, or provided from any accounts in the Treasury derived 
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by the collection of fees available to the agencies funded by this 
Act, shall be available for-

(1) modifying major capital investments fu nding levels, 
including information technology systems, that involves 
increasing or decreasing funds in the current fiscal y.ear for 
the individual investment in excess of $500,000 or 10 percent 
of the total cost, whichever is le s; 
(2) realigning or reorganizing new, current, or vacant positions 
or agency activities or functions to establish a center, 
office, branch, or similar entity with five or more personnel; 
or 
(3) carrying out activities or functions that were not 
described in the budget request; unless the agencies funded 
by this Act notify, in writing, the Committees on Appropriations 
of both Houses of Congress at least 30 days in advance of 
using the funds for these purposes. 
(e) As described in this section, no funds may be used for 
any activities unless the Secretary of Agriculture, the Secretary 
of Health and Human Services, or the Chairman of the Commodity 
Futures Trading Commission receives from the Committee on 
Appropriations of both Houses of Congress written or electronic 
mail confirmation of receipt of the notification as required in this 
section. 

3 
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Explanatory Statement accompanying the Consolidated Appropriations Act, 
2016 PL 114-113 

Division A-AGRICULTURE, RURAL DEVELOPMENT, FOOD ANO DRUG ADMINISTRATION, AND 

RELATED AGENCIES APPROPRIATIONS ACT, 2016 

INDEPENDENT AGENCIES 
COMMODITY FUTURES TRADING COMMISSION 

For the Commodity Futures Trading Commission, the agreement provides an 
appropriation of$250,000,000, of which $50,000,000 is for the purchase of IT. The agreement 
includes $2,620,000 for the Office of Inspector General. Of this amount, not more than $330,000 
shall be for overhead expenses. 

The agreement directs the Commission to comply with the directive regarding swap 
dealer de minimis in H.Rpt. 114-205. 

During collective bargaining agreement negotiations, the Commission is directed to make 
commitments based upon its current funding situation rather than its proposed budget requests. 
Consistent with House Report 114-205 and Senate Report 114-97, the agreement directs the 
Commission to not increase personnel costs, either through excessive hiring, budgetary 
mismanagement, or collective bargaining agreement negotiations, that would risk any furloughs 
or reductions-in-force. 

The agreement directs the Commission, in accordance with the President's "Reduce the 
Federal Footprint" initiative, to find ways to decrease space and renegotiate leasing agreements. 
The agreement directs the CFTC to report to the Committee with in 90 days of enactment of this 
act on steps the agency is taking to dispose of excess space and reduce rental costs in each 
building currently leased by the Commission. 

Consistent with Section 618 of Division E of Public Law 113-235, the Commission is 
directed to consult with the General Services Administration in fiscal year 2016 prior to issuing a 
solicitation for offers of new leases or construction contracts and prior to entering into 
negotiations for succeeding leases. 

The agreement includes bil l language allowing the Commission to make accounting 
adjustments through reopening of closed Treasury accounts for the sole purpose of properly 
recording prior year leasing payment obligations. 

The agreement directs the CFTC to submit, within 30 days of enactment, a detailed spending 
plan for the allocation of the funds made available, displayed by discrete program, project, and 
activity, including staffing projections, specifying both FTEs and contractors, and planned investments 
in information technology. 

4 
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Customer Protection Fund (CPF) 

• The Customer Protection Fund (CPF) was established in FY 2011 and began operating in FY 

2012. 

• Section 748 of the Dodd-Frank Act established the CFTC Customer Protection Fund (Fund) 

for the payment of awards to whistleblowers, through the whistleblower program, and the 

funding of customer education initiatives designed to help customers protect themselves 

against fraud or other violations of the CEA or the rules or regulations thereunder. 

• The Commission undertakes and maintains customer education initiatives through the 

Office of Consumer Education and Outreach. 

• The Whistleblower Office reviews, determines, and recommends payment of monetary 

awards to eligible whistleblowers that voluntarily provide original information regarding 

violations of the CEA that lead to enforcement actions that result in more than $1 million in 

monetary sanctions. 

• The Commission is authorized to deposit civil monetary penalties, disgorgements, and 

interest it collects in covered administrative or judicial enforcement actions into the CPF 

whenever the balance in the fund at the time of the deposit is less than or equal to $100 

million. 

• The Commission does not deposit restitution awarded to victims into the CPF. 

• The below table is the information display provided to the congressional committees in the 

2017 President's Budget Request. 

PB 2017 Budget Request 

FY 2015 FY 2016 FY 2017 
Actual Estimate Eslima1e 

~ ($000} ®QQl 

Budget Authority - Prior Year $269 ,901 $264,252 $180,587 

Budget Authority - New Year 887 0 0 

Prior Year Recoveries 89 0 0 

Sequestration 4 0 0 

Total Budget Authority 270,874 264,252 180,587 

Whistleblowet Program 1,623 2,685 3,021 

Whistleblower Awards 0 60 ,000 52,000 

Customer Education Program 4,999 20,980 22,026 

Total Planned Expenditures 6,622 83,665 n ,041 

Unobligated Balance $264,252 $180,587 $103,540 
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Impact of a Flat Bud.get in FY 2017 

A flat budget into FY 2017, which would represent three years at the same funding level, would 

have a devastating effect on the CFTC's ability to oversee the markets and effectively manage 

operations critical to the functioning of the agency. The following represent significant impacts: 

Personnel & Staffing/Administration 

• Personnel would drop to 690 FTE, from 714 in FY 2016. 

• Staff reductions would result in a hiring freeze for the Commission. 

• Fewer staff to do the work would affect the Commission's ability to meet deadlines, process 

work in a timely manner, and would cause some work to not get done at all. 

• Administrative support functions would be impacted - causing delays in the awarding of 

contracts, strengthening internal controls, complying with government• wide initiatives, and 

other general support functions that allow the agency to accomplish its mission. 

Technology & Cybersecurity 

• The Commission is behind in keeping pace with technological innovations in the 

marketplace. If funds remain flat, the gap will increase, particularly in emergent areas such 

as cybersecurity and technological risk evaluation. 

• IT costs for baseline services such as network infrastructure and licensing costs increase 

each year. Without resources to at least cover these increases the Commission's ability to 

invest in technologic innovations that will make the CFTC more efficient are crowded out. 

• Improvements in data ingest will be deferred. Receiving, storing, and analyzing message 

data from markets, in particular the swaps market, will remain unfinished and effect the 

Commission's ability to protect the marketplace and its participants. 

• Commission will be unable to keep forensics, investigation, and litigation support tools 

current and will not be able to provide staff with sufficient technology support in their 

investigations, surveillance, and cases. 

• Efforts to harmonize data will be constrained. Unharmonized data delays development of 

new tools and reduces public transparency of the markets. 

Impact on Markets 

• Market surveillance, risk surveillance and oversight, and enforcement activities will all be 

reduced. This will place customers, the markets, and the U.S. economy at increased risk of 

fraud, abusive practices and market manipulations. 

• The Commission will not respond in a titnely and thorough manner to the concerns of the 

public and users of the derivatives markets. This engagement with the marketplace is 
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important in making sure markets work effectively to facilitate price discovery and allow the 

hedging of risk. 

• The Commission will not be able to staff enough economists to perform critical analysis of 

market developments and provide robust assistance in considering the relative costs and 

benefits of the Commission's regulatory activities. 

• Markets will not be effectively monitored - technology will not be ready to analyze new 

market trends and practices. Examples of deficiencies include: 1) inability to aggregate 

various data for reporting requirements; 2) inability to detect and deter market 

manipulation and trade practice concerns; 3) no development of automated trading 

violation and surveillance alerts; 4) deteriorated comprehension of market structure 

changes; S) no development of sophisticated analysis-based surveillance tools. 

• Uncleared swaps will not be incorporated in the risk surveillance program. CFTC is the only 

entity that can do this - if CFTC does not have the means to evaluate the risk across 

derivative clearing organizations it will not be done and the risk levels in the market will not 

be known. 
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October 20, 2016 

UPDATED 
B d et 

Committees on Appropriations 

h is commurucation, and any attachmen ts, is or may be protected from di dosur under fi deral law, 
including 5 U. . . § 7u4(b}(4). Di clo ur of this comm unication, and any attachments including 
forwa rding. copying, dissemfoating, or otherwis distributing, to urlio n representative , FTC bargaining 
unit members or any outsid parties is prohibited unless expressly authorized or required by la, . The 
absence of this otice does not waive any protections applicabl e to any communication attachments, o.r 
other docUIIlents. 



CFTC Bud et Im acts and Challen es in FY 2017 

• CFTC will face serious challenges if FY 2017's budget maintains funding at FY 
2015 levels. 

• These challenges are increased costs generally and outstanding union 
negotiations. 

• The pending impasse panel decision on union pay and benefits could 
substantially exacerbate funding pressures and have a dramatic impact on 
CFTC operations. 

• CFTC has already drastically reduced operating expenses and has reduced 
staffing to stay within funding limits. The agency has almost no flexibility to 
deal with cost increases or an adverse impasse decision. 

• Keeping the CFTC's funding at the same level for three years severely harms 
the agency's ability to protect market participants. 
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FY 2017 Bud et Distribution at 250M 

FY 2017 CFTC Current Mark 

Flat Funding 
($'s In mlHlons) 

Non S&E Funding 

IT $ 
OlG $ 

Subtotal Non S&E $ 

S&E Funding 

Leases $ 
Salaries & Benefits $ 

Operating $ 
Subotal S&E $ 

Total CFTC Appropriation $ 

50.0 

3.0 

53.0 

22.9 

153.3 

20.8 

197.0 

250.0 

IT - Funds are available for IT purchases only, 

no salary expenses can be charged 

OIG - Funding limited to OIG expenses only 

S&E - Funds available for operations of CFTC 

including staff pay 

IT; $50,000 ; 
20% 

IG; $3.0M; 
1% 

Leases; 
$22.9M i 9% 

CFTC Total Budget 

S&B's; 
$153.3M; 

61% 

CFTC Budget 
(excluding OlG and IT carve-outs) 

Operating e penses include data anaJytic r ources, economic analysis, market 
urveillance, rule.makings expert witnesses travel for inspections and case work, 

other travel , training, and all administrative contracts to run the agency. 3 
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CFTC Bud et Trends FY 20'15 - FY 2017 
FY 2015 FY 2016 

Salaries & Benefits $ 140,562 $153,262 

IT $ 50,000 $ 50,000 

Leases $ 21,325 $ 15,270 

Operating $ 35,588 $ 28,848 

Inspector General $ 2,598 $ 2,620 

Total Budget 250,073 250,000 

FTE 690 714 

On-board 731 714 
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Impact of a Flat Budget in FY 2017 

FY 2015 FY 2016 FY 2017 

Salaries & Benefi ts $ 140, 56 2 $153,262 $153,262 
IT $ 50, 621 $ 50,000 $ 50,000 
Leases $ 21,325 $ 15 ,270 $ 22,949 
Ope rating $ 34,967 $ 28,848 $ 20,789 
Insp ector Ge ne ral $ 2,598 $ 2,620 $ 3,000 

On-boa rd 

• Staffing must be reduced. 
• Operating resources will be down 42% from FY 2015, and down 35% from FY 2014, when 

the budget was $215M. 
• Inability to respond quickly to market participants like commercial end users. 
• Reduced ability to engage in exams of clearing houses, potential sources of systemic risk. 
• Even less capacity to perform economic analysis, including analysis of market critical 

events. 
• Reduced ability to investigate and prosecute wrongdoing in the markets CFTC regulates. 
• Reduced surveillance capacity to detect or analyze market abuses and/ or anomalies. 
• Reduced ability to maintain basic government mandated programs. 

n / 16/2016 5 



The Challenge of Maintaining Current Services in FY 2017 

To maintain the level of operations established in FY 20 6, the CFTC would require an 
increase to its annual a ro riation of a roximatel 1iM. 

This assumes no increase in costs resulting from the impasse panel proceeding brought by 
the union. 

The $n million increase reflects higher costs for: 
• Leasing - contract language escalates costs annually 
• Maintaining staff at the current 714 FTE requires increased resources to keep up with 

the announced government-wide general increase plus a merit increase (CFTC does not 
provide general schedule step increases) 

• Likelihood of staffing a full 5-Member Commission 
• Increases in contracting costs for existing mission critical services - standard contract 

language escalates contract costs annually. Increased resources allow the CFTC to 
maintain in estments that have been made. 

St d St t B d t C . • . 
FY 2016 FY 2017 Steady 

Allocations State 

IT $ 50,000 $ 50,000 

OIG $ 2,620 $ 2,720 

Leases $ 15,270 $ 22,949 

Operating $ 28,848 s 28,848 

S&B's $ 153,262 $ 156,462 

u /16/2016 Total $ 250,000 $ 260,979 6 
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Union Ne otiations Challen es 

• The CFTC is currently in pay and benefits negotiations with NTEU for FY 
2016. FY 2017 negotiations have not yet started. 

• Some of the outcomes of the process are outside the Commission's control. 

u/!6/2016 7 



Back round - NTEU Pr nd Benefits 

On July 27th, 2016 NTEU made its last/best offer for FY 2016 employee 
compensation. 

The offer included the following proposals: 

u /16/2016 

• 3% across-the-board pay increase effective pay period 1, January 2016. 

• 3% merit pay for the 2015-2016 performance rating cycle. 
• A supplemental retirement program similar to other FIRREA 

agencies. Program to include a 1% automatic match, with an 
additional 3% match based on employee contributions. 

• $1,000,000 to fund a Student Loan Repayment Program. 
• Continue transit subsidy for employees. 

8 



U dated Information 

• Since submitting their final offer, the union has withdrawn 
its request for the impasse panel to rule on the 
supplemental retirement program at this time. 

• The following slides provide updated information 
reflecting this change. 

• While the union has currently withdrawn this issue from 
impasse panel consideration, it remains outstanding and 
could potentially still impact the FY 2017 budget. 

u/16/2016 9 
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• CFTC was unable to meet the union proposal. 
• The Commission made a best and final offer to the union based on what it could afford. Below is a 

table that summarizes the FY 2016 pay and benefit expenses set by the CFTC : 

Carrying costs 

FY 2016 into FY 2017 

FY 2016 COLA (1%) $ 1,094,985 $ 1,408,881 

FY 2016 Merit (0%) $ - $ -
One-time Payment $ 1,408,000 $ -
Student Loans $ 800,000 $ -
Cumulative Carrying Costs $ 3,302,985 $ 1,408,881 

• Negotiations with NTEU over pay and benefits were unsuccessful. 
• CFTC acted unilaterally in setting pay and benefits for FY 2016 to ensure funds 

set aside for these payments did not lapse. 
• NTEU filed a grievance and an impasse panel has agreed to hear the case 

in January, 2017. 

• The decision of the impasse panel is final and binding. 

10 
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Financial ·mp t f TEU propo al on CFTC re 

FY 2016 

FY 2016COLA $ 3, 284,954 

FY 2016 Merit $ 1,028,514 

Student Loans $ 1,000,000 

Cumulative Carrying Costs $ 5,313,468 

Be nefits Al ready Paid, or included in FY 2017 Budget $ (1,894,985} 

Net "At Risk" from Impasse Panel $ 3,418,483 

Carrying costs 
into FY 2017 Total Cost 

$ 4,226,641 $ 7,511,595 

$ 3,970,064 $ 4,998,578 

$ - $ 1,000,000 

$ 8,196,705 $ 13,510,173 

$ {1,408,881) $ {3,303,866) 

$ 6,787,824 $ 10,206,307 

• The most expensive scenario for the CFfC would be if the impasse panel agrees with NTEU -- supporting their full request 
an d requiring retroactive payment of FY 2016 costs. 

• Total at risk from this im asse decision is 10.2M {$3.4M in retroactive payments, and $6.SM in FY 2017 carrying costs)_-­
net of 1% COLA already paid in FY 2016 and included in FY 2017. 

• ITC would not b able to con inu operations un i ss it furlou hed staff. 

• The im act to CFrC' mi ion wou1d be evere across all mission areas and confid nc in the market c uJd be 
significantly, n gati ly impacted. 

11 



nanc a impact of NTEU proposa1 on CFTC r source : un· on prop al not retroactive 

Carrying costs 

FY 2016 into FY 2017 

FY 2016COLA $ - $ 4,226,641 

FY 2016 Merit $ - $ 3,970,064 

Student Loans $ - s -
Cumulative Canying Costs $ - $ 8,196,705 

Benefits already pa id, or included in FY 2017 Budget $ - $ {1,408,881) 

Net "At Risk" from Impasse Panel $ - $ 6,787,824 

• If the impasse panel agrees with NTEU, but does not require a retroactive payment of FY 2016 

costs the total at risk is $6.SM. 

• Significant reductions and possibly furloughs would be necessary. 

• Mission work would have minimal funds to pursue/continue cases and monitor markets. 

• The impact to the CFTC's mission would be drastic and the negative imp ct to the markets could be 
significant. 

u/t6/2016 12 
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FY2016 Im asse Panel Decisions - U dated 

Total FY 2017 

Maintain Impasse Current 

Flat Funding Steady State Decision Operations 

IT $ 50,000 s . $ . $ 50,000 

leases $ 22,949 $ - $ . $ 22,9:49 

Operations s 21,169 $ 7,679 $ . $ 28,848 

IG $ 2,620 $ 100 s . $ 2,720 

S-&8 $ 153,262 $ 3,200 $ 10,206 $ 166,668 

Tot.al $ 250,000 $ 10,979 $ 10,206 $ 271,185 

FT£ 714 714 714 714 

Steady state requirements if impasse panel r'u]es in favor of union woposal. with no retroactive payment 

Total FY 2017 

Maintain Impasse Current 

Flat Funding Steady State Decision Operations 

IT $ 50,000 $ - $ - $ 50,CXXJ 

Leases $ 22,949 $ - $ . $ 22,949 

Operations s 21,169 s 7,679 s $ 28,848 

IG $ 2,620 $ 100 $ . $ 2,720 

S&B $ 1~3,262 $ 3,200 s 6,788 $ 163,250 

Total $ 250,000 $ 10,979 $ 6,788 $ 267,767 

m 714 714 714 714 

Total FY 2017 

Maintain Impasse Current 

Flat Funding Steady State Decision Operations 

IT s 50,000 $ . $ . $ 50,000 
Leases $ 22,94-9 $ . $ . $ 22,949 

Operatlons $ 21,.169 $ 7,679 $ s 28,848 
IG $ 2,620 s 100 $ . $ 2,720 

S&B $ 153,262 $ 3,200 $ 3,847 $ 160,309 

Total $ 250,000 $ 10,979 $ 3,847 $ 264,826 

FTE 714 714 714 714 
13 



FY 2017 Pa and Benefits Ne otiations 

• The impasse panel is only considering pay and 
benefits for FY 2016. 

• The Commission is still required to engage in pay 
and benefit negotiations for FY 2017. 
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Impact of a Flat Budget on Information Technology 

The impact of receiving a flat (SOM) IT budget will result in: 

A reduction in overall IT services currently provided to the Commission, as the cost of current 

services continues to rise. In addition, a flat IT budget impacts the following activities and plans 

as follows: 

• Inability to provide consolidated and cleansed Swaps data. Projects will be delayed, 
including as part of Commission-wide data mart for the staff for analyzing the data for 
conducting economic analysis, market participant conduct analysis and other analyses such 
as distinguishing the Dealing versus Hedging trade activity and use that information to 
determine the De Mini mis. Continuation of the status quo will rely on roundabout, 
imprecise and inefficient methods to derive such information. 

• Inability to proceed with Swaps Data Harmonization at an appropriate pace and delays in 
adopting industry and international standards. This will lead to continued inconsistencies 
in data and adverse effect on data quality for longer than envisaged thus leading to an 
adverse effect on data analysis for performing the Commission's basic regulatory functions 
and monitoring for systemic risk. This will also delay the US implementation of international 
data standards thus putting the USG in an adverse position in the international space. 

• Slowdown in data quality projects. Delaying the ability to implement data quality projects 
to implement automated data quality checks and validations against Futures and Swaps 
data streams thus hindering the ability of Commission staff to conduct basic regulatory 
analysis on high-quality data. 

• Slowdown or complete stoppage of many automation efforts for data reporting by market 
participants, and continuing to rely on paper forms and manual fixing of reported data, thus 
perpetuating the inability to effectively leverage technology to free up staffing resources for 
data analysis and core regulatory functions. 

• Long delays in being able to effective architect, manage, structure and house the data to 
support the extensive regulatory data analysis needs thus affecting staff's ability to find and 
use relevant data efficiently. 

• Lack of support for the new Position Limits rulemaking 

• Reduction in the ability to implement data loading software for mission critical items such 
as DCO inflation swaps or the Part 45 TSO effort in a timely manner. 

• TCR Data Quality Improvements -Analysts will continue to require more manual work to 
perform their work of surveilling the markets. Additionally, market activities may not be 
adequately understood due to quality issues in the existing data set. This is the most 
heavily used data set at the CFTC. 

• Non-Anonymized Order Message Data Ingest -The CFTC will have limited visibility into the 
market activities leading up to executed trades on the market. We will continue to rely on 
tips, complaints, and referrals for identifying unsafe trade practices such as spoofing and 
banging the close. 
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• Give Up Allocation Processing for Transaction Data -The CFTC will continue to have no 
insight into the effect of give-up transactions in Market performance. 

• Part 39, DCO data impacted-we have no funding to add data loaders from DCOs for 
inflation swaps, or client level accounting. 

• Inability to provide OPERA enhancements for receiving Organizational Registration and 
receiving mode complete product data from the exchanges; 

• Lack of analytical tools for swaps data the Division of Swaps and Intermediary Oversight; 
• Insufficient SAS platform support would not add the needed 3rd person. This would 

postpone necessary architecture improvements and routine upgrades, and could impact our 
ability to provide analysis support for added data sets. 

• Reduced Data Discovery {MicroStrategy) support would be reduced from 2 contractors to 
1. This would inhibit our ability to increase adoption of the product and will postpone many 
data visualization efforts. 

• Lack of Embedded Analysts. We would not have embedded Division support for SharePoint, 
which would postpone business process automation and collaboration projects. 

• Adverse impact on CFTCnet, the Commission's intranet, would have no resources assigned 
for operations and maintenance or new development. Systems would be maintained on an 
as-needed basis by resources typically assigned to other work. 

• Postpone Electronic Records Management. This could impact the Commission's ability to 
comply with NARA's Controlled Unclassified Information mandate~ and will force the use of 
existing technologies to support Capstone. 

• Umited ability to comply with IT Security Compliance with FISMA, Cybersecurity Act 2015 
and 0MB Mandates 

• Digital Forensics Laboratory Move -The existing lab has insufficient power/cooling 

resulting in blown circuits and risk to damaging important evidence and valuable equipment 

It also can only accommodate 3 of the 4 forensics investigators and provides no room for 

staffing growth. 

• Upgraded Case Management System -The current case management system is over 10 

years old, based on old technology and is missing many important functions. An upgraded 

system will provide greatly improved capabilities including document management, 

document assembly and calendaring integration. 

• Upgrade Automated Litigation Support (ALS) Specialists - The ALS team is responsible for 

supporting the user side of the Legal Technology Services Program. Currently they spend 

the bulk of their time logging, copying and tracking incoming Enforcement electronic 

evidentiary materials. An FYl 7 initiative was planned to upgrade these positions by 

embedding them in Enforcement ihvestigative teams to provide greater expertise with 

regard to eDiscovery laws, file/media formats, advanced software capabilities and complex 

searching strategies saving Enforcement legal teams both time and money. 

• Auto-Load - Currently a team of seven manually ingests all incoming Enforcement 

evidentiary productions (approximately 500 per month) into Relativity, the Commission's 
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tool for searching and organizing evidence. The Auto-Load effort will automate the 

ingestion of 25-50% of these productions and accommodate the rapid growth of incoming 

production size and volume. It was anticipated that this project would be completed in 

FY17. Without adequate funding the completion of this project would be delayed. 

• Unstructured Data Analysis - The Enforcement Program receives roughly 1.5 million 

evidentiary documents (over 4 million pages) ,of evidence per month. Currently these 

documents are searched using standard search approaches. In FY17, a project was planned 

to introduce software to perform advanced analysis of documents including sentiment 

analysis, non-obvious relationships analysis (e.g., person A knows person B and person B 

knows person C so maybe person A knows person C) and entity extraction. This type of 

capability will allow Enforcement staff to not only locate critical evidence faster but also 

identify relationships and evidence that wou ld otherwise not be found. 

• Centralized Production Intake (CPl)-At present the roughly 500 incoming Enforcement 

evidentiary productions per month are received by Enforcement attorneys and handed to 

the Legal Technology Services team for ingestion into the CFTC's evidentiary search tool. 

The CPI initiative will instead send incoming productions directly to a team of trained 

specialists bypassing Enforcement attorneys, fre_eing them up to spend more time on 

legal/investigative work and allowing for the faster ingestion into the CFTC evidentiary 

search tool. 
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Expansion of Data Storage and Increase in Data Sources 

• Since FY 2008 the growth in the volume of data, as well as the number of data sources from 
which it is collected, has grown exponentially. 

• In FY 2008 the Commission stored approximated 60 terabytes (TB) of data from 8 sources. 

• Today the Commission stores over 800 TB from nearly 150 sources. This is 1,233% increase 
over FY 2008. 

• It is projected that storage space will need to be increased 50% this year alone to keep pace 
with the data the Commission is receiving. 

• Growth is projected to continue at an increase of 25-30% annually for the foreseeable 
future. 

• New types of information include swaps transaction information from swaps data 
repositories and clearing organizations, risk information from banks and commodity swaps 
information from swap dealers and clearing members. 

• In addition to growing the capacity of storing data, challenges arise when new sources of 
data must also be collected, with considerable staff effort to ensure that the data is correct 
and complete; without these efforts, new data files are often unusable, or misleading. The 
Commission anticipates up to 10 new data sources annually through FY 2019. 

• The types of data CFTC ingests has grown dramatically more complex. 
o For example, legacy structured end-of-day position data for the futures and options 

markets contained less than 2 dozen fields per record from a structure that was 
originally derived from punch cards -whereas some Swaps data now required to be 
analyzed by the CFTC contains hundreds of fields per record. 

o Analysis of data that is this complex requires a new generation of more powerful 
high performance computing hardware and analysis techniques in order to 
understand the volume, interrelations, and market risks being described. 

146 of 241 



CFI'C - President's Transition Book 

Breakout of estimated cybersecurity funded by ODT since FY 2014. 

Cybersecurity Investments FY 14 FY 15 FY 16 FY 17 

25717 - Software Maintenance $164,397 $7,600 $7,600 

31031 - Equipment Purchases-Software $6,630 $235,040 $91,452 $109,866 

31051 - Equipment Purchases-Hardware $2,500 

2510A - Advisory Services $1,272,717 $3,852,401 $3,459,000 $3,468,000 

Grand Total $1,279,346 $4,251,838 $3,560,552 $3,585,466 
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FY 2017 President's Budget Exhibits 

Charts contained in this tab provide pertinent FY 2017 budget 
data. Severa l charts are excerpts from the actual President's 
Budget Request, while others contain analytical data and 
historical information on the Commission. 

Chart 

l(a) Budget by Program and FTE - FY 2008 to FY 2017 

l(b) FY 2017 Budget Request by Program 

l(c) FY 2017 Budget Request by Mission Activity 

l(d) FY 2017 Budget Request by Division 

l(e) FY 2017 Data and Technology Summary by Area 

1 
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l(b) - FY 2017 Budget Request by Program 

FY 2015 FY 2016 
Actual Enacted 

$ (000) $ (000) 
Salaries and Expenses (Excluding OIG) $196,854 $197,380 

Office of the Inspector General $2,598 $2,620 
Information Technology $50,621 $50,000 
Total $250,073 $250,000 

75.01% 
alaries and Expens (Excluding OIG) 

FY 2017 
Request Change 

$ (000} $ (000) 
$247,538 $50,158 

$3,462 $842 
$79,000 $29,000 

$3301000 $80,000 
Colllmns may not lldd due 1G roundinv 

23.94~ 
lnfonnatkln Technology 

1.0~ 
Office of the lnsp or General 

Note: A reprogramming notification for $1.lM from Salaries and Expenses (S&E) 
to Information Technology (IT) has been submitted. This increases the FY 2015 
IT budget authority from $SOM to $51. M . 
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l(c) - FY 2017 Budget Request by M ission Activity 

FY 2015 FY 2016 

Actual Enacted 

FTE $j000) FTE $ (000l 
Agency Direction and Management 119 $41 ,968 11 5 $35,495 

Data and Technology Support 49 $40.874 49 $44,004 

Econom c and Legal Analys s 75 $22,476 85 $25,227 

Enforcement ActMUes 155 $50,976 161 $53,188 

Ex.amnatons 99 $26,386 11 5 $30,785 

International Polley 13 $3,941 13 $4 ,175 

Product Reviews 16 $4 ,644 20 $5,501 

Registration and Compliance 46 $13,682 52 $14,489 

Surveillance 119 $45 127 104 $37 135 
Total 690 $250,073 714 $2501000 

18.53 
Oat and Tedtnoloz, Support 

9 
Economic and L Analysi$ 

20.82'11, 
El1'MC AdMl 

FY 2017 

Request Change 

FTE 
132 

60 

103 

212 

128 

18 

22 

62 

160 
897 

s 10001 FTE $ 10001 
S42,135 17 $6,640 

$61 ,136 11 $17,131 

$31 ,423 18 $6,196 

S68,720 51 $15,532 

$34,216 13 $3,431 

$5,226 5 $1 ,052 

$6,349 2 $849 

$17,975 10 $3,486 

$82,819 56 $25,684 
5330,000 183 $80,000 

tolumM n..y not add due to round ng 

12.77% 
Agency Direction and Managemenl 

19.04 
SUrveilanc.e 

5.4 
Registration ilfld c~ 

1.92% 
Prodllct Relllew 

15 
lnlemation Policy 

10 

4 
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l(d) - FY 2017 Budget Request by Division 

Agency Direction 

Agency Management and Support 

Chief Economist 

Clearing and Risk 

Data and Technology 

Enforcement 

General Counsel 

Inspector General 

lntemationaJ Affairs 

Markel Oversight 

Swap Dealer and Intermediary Oversight 

Tot.at 

1.62% 
ChlerEcooomlst 

7.6~ 
Clearing and Risk 

34.37'11, 
Data and echnotogy 

FY 2015 FY 2016 
Actual Enacted 

FTE $ (000) FTE S (000) 
33 $9,001 28 $8,003 

78 $19,368 74 $18,342 
11 $3,154 12 $3,036 

62 $16,757 72 $19,642 
92 $83,229 95 $78,605 

158 $48,767 164 $49,623 
46 $13,523 47 $13,872 

8 $2,598 10 $2 ,620 
10 $3,054 10 $3,215 

107 $27,608 115 $29,961 
85 $23,013 87 $23 ,082 

690 $250,073 714 $250 ,000 

FY 2017 
Requesl Change 

FTE $ 1000} FTE $ (000) 
37 $10,075 9 $2,073 

84 S20,802 10 S2.460 
18 $5,334 6 $2,298 

95 $25,138 23 $5.495 
113 $113,433 18 $34,828 
217 $64 ,940 53 $15,316 

58 $17,295 11 $3,424 

11 $3,462 1 $842 
12 $3,509 2 $294 

153 $39.613 38 $9,652 
99 S26,400 12 $3,318 

897 $330,000 183 $80 ,000 
Co:tum:n:s m•y JJut add due to roundiJJg 

6.30 
ement and SUppof1 

3.05'11, 
Agency Ok"edlon 

8.00'11, 
wap Dealer and lnlennediaty Ollerslghl 

ral Coun 

19.68 
Erdorc men1 

5 
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l(e) - Data and Technology 

The Commission has organized its IT portfolio into the five 
major investments areas supporting major mission areas of 
Surveillance, Enforcement, Other Mission Support, Data & 
Infrastructure and Management and Administrative Support. 

FY 2015 FY 2016 FY 2017 Change 

Actual Enacted Request FY 2017 - FY 2016 

Mission Activib'. Sui;ii;iorted ($000) ($000) (5000) ($000) 

Surveillance 22,135 16,543 31.716 15,174 

Enforcement Activities 4,310 6,416 6,628 212 

Other Mission Support 2,513 2,927 3,819 892 

Agency Direction and Management 11,008 6,405 7,822 1,417 

Data and Technology Support 38,163 41,544 58,518 16,974 

Indirect Overhead 5,101 4,770 4,930 160 

Total $83,229 $78,605 $113,433 $34,828 
Columns may not add due ID rounding 
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CFTC User Fee:,,,· 

At the request of 0MB in 2014, CFTC assembled a \vorking group of individuals from Finandal 
Management. General Counsel and Office of the Chief Enmornist to condw .. ·t an analysis nf hmv 

user fees could he developed. The main goal was to determine wlwther fess could he assessed 
and collected. with minimal nrnrket impacts. to provide offsets tu the CFTC appropriations. User 

fees \vould be designed to collect a portion oC or all. of the CFTC budget such that the CFTC's 
appropriatinn would he budget neutral. As with Lhe SEC the CTTC hudgel would still he set hy 
Congressional appropriation. The working group also developed draft legislation that could 
implement the potential fee slructure. 

While the Administration had included a reference to User Fee legislation in the President's 

Budget since 200Y. in July 2015. the Administration formally submitted User Fl;'e legislation 10 

Congress. 

The attached presentation provides the results of that analysis along with legislation that the 

Administration proposed to Congress regarding CFCT User Fees. 

Attachments: 

a. CFTC User Fee Package_Biden_7.8.2015 

b. 0MB User Fee Presentation. November 2014 

c. CFfC Update to User Fee Presentation, February 2016 

154 of 241 



TH DIRECTOR 

EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, O. C . 20503 

July 8 2015 

1 h I I n r ble J eph R. Bi n 
Pre id nt f th nat 
W hingt n 0 .. -0510 

D nr Mr. Pr id nt: 

. pr edinth Pr ident' FY20 16Budg t n I 
authoriz the omm diL Futur , Trading mmission ( TT 
the o t lo th Fed ral Go emment fits annual appropriation by Congr n lo cd is a 
cclional anal is of th lcgi lation. We recommend that this legi lat ion b introduced referred 

to the appropriate ommittee for consideration, and passed by th Congres . 

To meet hanging market conditions the CFTC's mandate has been r n wed and 
expanded everal tim ince its mception. ince enactment of the Dodd-Frank all treet 
Reform and Consumer Prate tion Act (P.L. 111-203) th CFTC ha ork d aggressi ely to 
implement the r gulatory refonn ngress mandated in response to th finan ial ri i and to 
adapt it organization lo more effectively monitor an ever- hanging and l hn logically omplex 
indu lry. Fe aulhorizati n would bring the FTC in line with II oth r fin n ial and ban.Icing 
r gulators. , hi h are fund in who! or in part through u r fi and would e tabli h a fairer 
and more ta le ur f funding f"i r th om mission. 

Und r Lhi pr po al C llb'TC would retain its ability to t nnu J lirnita i n on FT 
funding but th o t fr gulator erviccs prov id d by the ommissi. 
gen ral tax pa r to th primary b n fi iaries of the fT ' versight. · 
de ign d in a way that upport · mark ta c ss, mark t liquidity, and th ien , 
omp tili nt! , and man ial int grity of futur s and wap mark t in th nit d late . 
ubje t to na tmenl of aulhori1ing legislation permitting the FT to oll t u r ti th 

Administra i n pr p th t coll lion begin with th FY 2017 ppr priation. 
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Tb dmini tion trongly upports fe auth rization for th mmi ion an w look 
for ard to orking Jlaborati el with you and your t ff t w rd thi goal. Pl diri ct any 
qu tion r garding th pr posaJ t our om e ofL · gi lati. ffair t (202 95-47 0. 

inc r ly, 

· ni lo ur 

Id nti al Lett r ent t The p aker of The H u c of R pr entati 
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1 SEC. . FEES TO RECOVER COSTS. 

2 (a) In Gcneral.-The Commodity Exchange Act is amended by adding after section 10 
3 (7 U.S.C. 17) the following new section: 

4 "SEC. 11. FEES TO RECOVER COSTS. 

5 "(a) RECOVERY Of CERTAIN COSTS Of ANNUAL APPROPRJATJON.-

6 "(l) IN GENERAL-Effective beginning October 1, 2016, so as to recover the costs to the 
7 Federal Government of the annual appropriation to the Commission by Congress, the 
8 Commission shall assess and collect fees under this subsection. 

9 "(2) REQUIREMENTS.-Subject to subparagraph (3 ), the Commission may-

10 "(A) assess fees to recover the costs of the regulatory services provided by the 
11 Commission; and 

12 "(B) assess fees from registered entities and persons registered under this Act. 

13 "(3) SERVICE FEES.-Thc Commission may assess fees to recover the costs of the 
14 following regulatory services provided by the Commission: 

15 "(A) Designated contract market compliance examinations. 

16 "(B) Foreign board of trade registration reviews. 

17 "(C) Swap execution facility designation reviews. 

18 "(D) Swap data repository registration reviews. 

19 "(E) Designated contract market designation reviews. 

20 "(F) Swap execution facility compliance examinations. 

21 "(G) Swap data repository compliance reviews. 

22 "(11) Designated contract market contract review and approvals. 

23 "(I) Swap execution facility contract review and approvals. 

24 "(J) Designated contract market contract certification and rule reviews. 

25 "(K) Swap execution facility contract certification and rule reviews. 

26 "(L) Swap data repository rule reviews. 

- I -
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1 "(M) Reviews of mergers, transfers, and other action requests from designated 

2 contract markets, swap execution facilities, and swap data repositories. 

3 "(N) Designated self-regulatory organization financial surveillance reviews. 

4 "(0) Registered futures association compliance program reviews. 

5 "(P) Derivatives clearing organization reviews. 

6 "(Q) Futures commission merchant examinations. 

7 "(R) Registered foreign exchange dealer examinations. 

8 "(S) Swap dealer registration reviews. 

9 "(T) Swap dealer examinations. 

10 "(U) Other entity registration, reviews, or examinations, or other regulatory services 

11 provided by the Commission. 

12 "(4) FEE RATES.-Fccs assessed shall-

13 "(A) be reasonably related to the cost to the Commission of providing the services of 

14 the Commission; 

15 "(B) take into consideration the full-time equivalent number of employees 

16 performing the services, overhead costs, and other factors that the Commission 

17 determines are necessary in the public interest; 

18 "(C) support market access for smaller market participants hedging or mitigating 

19 commercial or agricultural risk; and 

20 "(D) minimize negative impacts on market liquidity and maintain the efficiency, 

21 competitiveness, and financial integrity of futures and swaps markets in the United 

22 States. 

23 "(5) CoLI.ECTJON or- FEES.--The Commission shall collect fees paid in accordance with 
24 subparagraph (2) in a manner and within such time as determined by the Commission. 

25 "(b) PUDLICATION.-Not later than 60 days after the date on which a law providing a regular 

26 appropriation to the Commission for a fiscal year is enacted, the Commission shall publish in the 

27 Federal Register-

28 "(I) notices of the fee rates for the fiscal year, including any estimates or projections on 

29 which lhe fees are based; and 

30 "(2) a schedule of fees, including an explanation of the method used for calculating 

~ 2 -
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1 applicable fee rates. 

2 "(c) DEPOSIT OF FEES.-

3 "(1) 01-'rSETTrNG COLI.ECTIONS.-Fccs collected under paragraph (a) for any fiscal ycar-

4 "(A) shall be deposited and credited as offsetting collections to the account 

5 providing appropriations to the Commission; and 

6 "(B) except as provided in paragraph (c), shall not be collected or available for 

7 obligation for any fiscal year except t<, the extent provided in advance in appropriation 
8 Acts. 

9 "(2) GENERAL REVENUES PRO!!!RITED.-No fees collected under paragraph (a) shall he 

10 deposited and credited as general revenue of the Treasury. 

11 " ( d) FEE ORDERS. -

12 "(I} ANNUAi. ADJUSTMENT.-f or each fiscal year, the Commission shall by order set the 

13 fees applicable under paragraph (a) for the fiscal year at rates that arc reasonably likely to 

14 produce aggregate fee collections under this section that arc equal to the costs to the Federal 

15 Government of the annual appropriation to the Commission by Congress. 

16 "(2) MID-YEAR ADJUSTMENT.-

17 "(A) IN GENERAL-For each fiscal year, the Commission shall determine, not later 

18 than March l of the fiscal year, whether, based on the actual fees collected during the 

19 first 5 months of the fiscal year, the collections generated under the fee rates 

20 determined under subparagraph (I) for the fiscal year are reasonably likely to be I 0 
21 percent (or more) greater or less than the annual appropriation for the fiscal year. 

22 "(B) AOJUSTMENT,-lf the Commission makes an a11irmative determination, the 

23 Commission shall by order, not later than March 1, adjust the fees for the fiscal year to 

24 rates that arc reasonably likely to produce aggregate foe collections under this section 

25 that are equal to the cost to the Federal Government of the annual appropriation to the 

26 Commission by Congress. The fee rates shall be assessed on the same factors listed in 

27 paragraph (a}. 

28 " ( c) LAPS r. Or A PPROPRJ A TION .-If on the first day of a fiscal year a regular appropriation to 

29 the Commission has not been enacted, the Commission shall continue to collect (as offsetting 

30 collections) the fees and assessments under paragraph (a) at the rates in effect on September 30 

31 of the preceding fiscal year. until 90 days after the date a regular appropriation is enacted. 

32 (b) Conforming Amendments.-

-3-
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1 (I) Section 2(d) of the Commodity Exchange Act (7 U.S.C. 2(d)) is amended by striking 

2 "and 9" and inserting "9, and 11 ". 

3 (2) Section 4(c)(l )(A)(i)(I) of the Commodity Exchange Act (7 U.S.C. 6(c)(l )(A)(i)(I)) is 

4 amended by inserting "11," aJlcr "8e,". 

5 (3) Section I S{a)(3) of the Commodity Exchange Act (7 U.S.C. ! 9{a){3)) is amended by 
6 adding at the end the following: 

7 "(D) An action under section 11. 11
• 

- 4 -
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ection by ection 

COMMODITY FUTURE TRADING COMMI IO • (CFTC) FEE A THORIZATIO 

dd · aft r the ommodity E hang ·t ( E ) 7 U 17) th foll wing: 

, cti n 11 . F'e ~-~ to recover cost · 

Paragraph a). Recove,y of certain costs of annual appropriation. 

ubparagraph I). In general. 

1 hi ubparagraph authorize th 'om.mission lo as cs and oil t f c to r over 
th co fits annual appropri tion and set an effi ti dal . 

u paragraph (2). Requirements. 

Thi ·ubparagraph pecifi s that fee may be u 'Cd tor co ·r lh co t of r gulatory 
r ice pr id d by the Com mi ·ion. uch fe s may b a e · ·cd on FT 

regi trants. 

~ ubparagraph (3) .• ervi efee . 

Thi ubparagraph provid . a Ii ting of r gul tory er ices pr idcd b th 
ommi ion th ·t · of whi h will b om ct by fee th ommi. ion as essc . This 

i not an e hau Live li t a. indicated by " ... or oth r regulatory . rvice ... '1 

ubparagraph (4). Fee rme . 

Thi ubparagraph r quires that f e rat be r a onably relate to the co t of 
provi ing r gulat r. . r ic s including wf1ing, o rh atl, and oth r o t •. F es 
a · d ·hall : upporl mark l ccc · r smaJ lcr m rkel parti ipants h dging or 
mitigating omm r ·ial r agricultur l 1i k; minimi✓.c ncgati e impa t on m rk ~t 

liquidity; and maintain th ffi i ncy, c mpetiti ne -, an finan ial int grity of 
futures and swap market· in th Unit ti tat . 

ubpara 1r ph (5). Collection of fe .-. 

This ubpar graph provid lhat the ommi ion shaJI det rminc hem th d and 
sch dul b which it 11 ct fee . 
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Paragraph (b). Publication 

Thi paragraph require · th omm1ss1on t publish fee-r lated mat rial in luding th 
proposed fi e rat in the Federal R gi ler, no later than 6 da after ena tm nt of a regular 
ppropriation for a fi . I y ar. 

ubparagra h (1). 

Thi 'Llbparagraph r quir that the mm 1. . ion pu Ii ·h notice fit fi e rate for 
the fi . al y ar including ny tim t • or pr ~e tion n \ 1hi h th fe · ar ba d. 

ubparagraph (2). 

hi. :u paragraph requir 
including n e. plan, tion of th 

uragraph c). D posil of fee . 

mmi sion publish a hedu1 f fees, 
cl u · d for alculating a plicublc ~ rat 

' ubparagraph (I). Ojj.\·effing collection ·. 

Thi. paragraph provid that foes oil cLed hall b d p it d and credited as 
ofT: tling collecli n to the ace unt providing appr priation to th Commi . ion. 
1-: pt in th nt of a lap in appr priation , e · hall oil l d or available 
r r obligation only to th ext nt pro idcd in advance in appropriation. t . 

'ubpara 1 raph (2 . General rev nue. prohibited. 

·1 hi par graph prohibit coll ctions fr )m b ing depo it d and r ditcd a. g neral 
re enu f the rcasu1 

Paragraph (d). Fe or /er . 

ubp r mph (I). Annual adju tment. 

This u p·1r graph r quire the C mmi, ·ion t ju ·t fi c. annuuJI , by order 
r n ct rat , r ·a · na l lik ly to pr du ca ,gr gal fi c II cti n. qual to it annual 
ppropriati n. 

ubparagraph (2 . Mid-y ,a, adju. tmenr. 

This ·u paragraph r quires that th· ommi ion d te1111in wh th r colle ti n 
g n rated during th fir t live month· f th ti · I year nr r a onabl · lik ly to be I 0 
p r nt (or more) gr atcr or les than it aru1U I ppr priation. In th nt of an 
affirmative dcten11ination, the ommi sion is further required to is ue an order by 

arch 1 to adjust its fi s rate for th fi. cal art r fl t rate reasonably likely lo 
produce aggregate fee collections equal to its annual appropriation. 
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This subparngrnph provides that if a regular appropriation hn.~ not been cnactcJ hy October 
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CONFIDENTIAL, 0MB REQUEST1 PRE-DECISIONAL, PRELIMINARY TECHNICAL ANALYSIS 

0MB requested that CFTC staff develop an analysis regarding how user fees could 
replace appropriated funds. This presentation of the preliminary analysis has 

been prepared in response. This is not a CFTC proposal. 
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User fees could be designed to collect a portion of, or all, 
of the CFTC budget. As with the SEC, the CFTC budget 

would still be set by Congressional appropriation. 
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User Fee Design: Key Assumptions 
Staff has made the following assumptions in analyzing hypothetical user fees. 

User fees should, to the greatest extent possible: 

• Minimize any impact to market liquidity 

• Maintain market efficiency, competitiveness, integrity 

• Achieve equitable treatment of futures, options, and 
swaps 

• Avoid creating incentives for business to move offshore 

• Avoid changing competitive dynamics 
- Avoid favoring one product over another 

- Avoid favoring one trade execution method over another 

• Support administrative ease and certainty 

4 
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4. 

5. 

6. 
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Collecting Entities 

US Designated 
Contract Markets 
(DCMs)1 

National Futures 
Association (NFA) 2 

National Futures 
Association (NFA) 2 

Dealers3 

Swap Execution 
Facilities (SEFs)4 

Swap Data 
Repositories (SDRs)5 

Derivatives Clearing 
Organizations 
(DCOs)6 

CONFIDE TIAL, 0MB REQUEST, PRE-DECISIONAL, PRELIMINARY TECHNICAL ANALYSIS 

Background: Existing Industry Fees 

Revenue Source 

Listed Transactions of Futures and 
Options on Futures 

Listed Transactions, principally by 
non-exchange members 

Registrations 

Trad ing 

Transactions 

Reports of transactions 

Cleared Transactions 

Typical Revenue per Transaction 

Average rate= $0.77 / contract7 

Transaction fee rate is $0.02 per side per 
round turn as of 10/1/20148 

$150,000 - $1,000,000 per year for swap 
dealers and major swap participants 

Headline ticket charge for swap trade is 
~$soo, based on publicly avai lable info 

$10 - $1,000 per trade 

$0.10 - $20 per report 

Upfront fees typically in the $10 - $1,000 
range. See Appendix for details. 

Estimated Aggregate 
Revenue 

$2.8 bn 

$40mm 

$17 mm 

$22.2 bn 

Not available 

Not available 

Not available 

Designated Contract Markets (DCMs) are exthanges that operate under the regulatory oversight of the CFTC, pursuant to Section 5 of the Commodity Exthange Act (CEA). Source: 
h ttp://tes t2 .cftc. gov /I ndustryOversight/Trad lngOrga niia ti ons/DCM s/l ndex. h tm 
NFA Is the self-regu latory organization for lhe U.S. derivatives industry, including on-exchange traded futures, retarl foreign current¥ (forex) and OTC derivatives (Swaps) . Source: 
h!.te.;/ www. f<t,M urgs..org/NFA-about- lndex.HTM . 
Trading revenue for insured U.S. commercial banks and savings associations, 2013 (Source: OCC) 
SEFs are trading systems or platforms created by he Dodd-Frank Act in which multiple participants have the abi lity to execute or trade swaps by accept ng bids and offers made by mul lple participants In the 
facility or system, through any means of interstate commerce. (Source: Glossary at www.dtc.goy) 
Swap data repositories (SORs) are registered entitles created by the Dodd-Frank Act that co llect and maintain Informa tion or records with respect to transactions or positions In, or the terms and conditions of, 
swaps entered into by third parties for the purpose of providing a centralized record keeping facility for swaps. (Source: Glossary at www.c c. ov) 
OCO: A clearing organization registered with he CFTCthat, in respect to a contract (1) enables each party to the contract to substitute, through novatlon or otherwise, the credit of the derivatives clearing 
organization for he credit of the parties; (2) arranges or provides, on a multilateral basis, for the settlement or netting of obligations resulting from such contracts; or (3) otherwise provides clearing services 
or arrangements tha mutualize ortransfer among participants in the derivatives clearing organization the credi t risk arising from such contracts. (Source: Glossary at www.cftc.gov) 
Source: Market-wide estimate based on 2013 Annual reports for CME Group and Intercontinental Exchange, Inc.. S 
NFA does not charge for exchange member trades but does charge for trades by US customers 011 fo reign boards of trade. Aggregate revenue for NFA FY 2013 (July 2012-June 2013). 
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User Fee Design: Potential Fees and Assessments 
Type of 
Transaction 

Futures+ 
Opti.ons on 
Futures 

Swaps 

Potential Revenue 
Attachment Points 

Transactions 

Open positions 

Registration fees: DCMs, 
CPOs, FCMs, etc. 

Cleared Transactions1 

Uncleared Transactions 

Cleared, Open Positions1 

Uncleared, Open Positions 

Registration fees: SDs/MSPs, 
CPOs, DCOs, SEFs, etc. 

Potential Collection Methods 

From Exchange, Futures Commission 
Merchant, or Exchange Clearing Member, 

potentially through NFA 

From Futures Commission Merchant, or 
Exchange Clearing Member, potentially 
through NFA 

From registrant, potentially through NFA 

From Derivatives Clearing Organiz.ations, 
Swap Data Repositories, Swap Dealers, 
Major Swap Participants, or SEFs 

From Swap Data Repositories, Swap 

Dealers, Major Swap Participants, or SEFs 

From Derivatives Clearing Organizations, 

Swap Data Repositories, Swap Dealers, or 
Major Swap Participants 

From Swap Data Repositories, Swap 

Dealers, Major Swap Participants, or SEFs 

From registrant, potentially through NFA 

Notes 

Exchange clearing fees exist; Non­

exchange member transactions 
already covered by NFA fees 

No fees currently implemented 

Similar to existing NFA fees 

Method used by CME, ICE, 

Bloomberg SDRs. Flat fees for some 
trades, fees linked to notional for 
other trades. DCOs collect varying 

rates based on position attributes. 

Method used by DOR. Flat fees per 

record, not linked to notional 
amounts 

Similar to existing NFA fees 

1. A transaction Is the entry or liquidation of a trade. A position ls interest In the market, either long or short, In t he form of one or more open contract~. Source: Gloss,1ry <1t www .CFTC.gov. 6 
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User Fee Design - Factors to Consider 

• Fee design needs to consider assessing fees at Designated Contract Markets {DCMs) 1 or Futures 
Commission Merchants (FCMs) 2 for futures transactions 

There are fewer DCMs t han FCMs (which already pay NFA fees directly) 
DCMs have existing procedures for invoicing fees for transactions 

• Fee design needs to consider various methods of measuring market activity for swaps 
Fees could be tied t o 1) the number of positions taken3; 2) notional swap size; 3) other metrics 

• Tying fees to number of positions means that fees are commensurate with CFTC resources required t o store and analyze 
data. 

A record of a small swap takes j ust as much computer memory as a record fo r a large positio n. 

The size of the position need not match the efforts expended by CFTC st aff on that positio n. 

» Positions require monitoring throughout the life of the trade, not j ust at execution. 

Notional size of positions/ transactions does not directly match risk (spread t rades, offsetting trades, optionality) or other 
considerations of t he priorit ization of a transaction. 

Counting swap t ransactions requires detailed administrative decisions hot requ ired for counting positions: e.g., treat m ent of 
amendments, allocations, t ransfers between clearinghouses, novati0ns, clearing, and regular compressions. 

• La rgest Swap Data Repository (SDR) has existing procedures for invoicing fees based on positions 

• To minimize administrative burden, it would likely be best to collect fees 
At SOR for swaps 
At DCMs for listed futures and options on futures transactions 
At Swap Dealers/Major Swap Participants for annual registration fees 

All definitions from the Glossary at www.CFTC.gov 
1. Designated Contract Market: A board oftrade or exchange designated by the CFTC to trade futures, swaps, and/or options under the CEA. A contract market can allow 

both institutional and retail participants and can list for trading contracts on any commod ity, provided that each contract is not readily susceptible to manipulation. 
2. Futures Commission Merchant: Individuals, associations, partnerships, corporations, and trusts that solicit or accept orders for the purchase or sale of any commodity for 

future deltvery on or subject to the rules of any exchange and that accept payment from or extend credit to those whose orders are accepted. See 7 USC la(28). 
3. A po_sition is interest In the market, either long or short, In the form of one or more open contracts. A transaction is the entry or liquidation of a trade. 
4. Swap data repositories (SORs) are registered entities created by the Dodd-Frank Act that collect and maintain information or records with respect to transactions or 

positions In, or the terms and conditions of, swaps entered Into by third parties for the purpose of providing a centralized recordkeeping facility for swaps. See 7 u.s.c.7 
§la(48) . 
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User Fee Design - Factors to Consider 
Swaps vs. Futures 

• Futures markets and swaps markets are different 
• Futures market 

$25 - 35 trillion notional outstand ing 
More standardized 
Smaller transaction size 
Short-dated: Contracts usually expire in less than 6 months 
large trading volume/high position turnover (many transactions opened and closed within one trading day) 
All transactions cleared (substituting central counterparty as one side of the trade) 
Increased volume in recent years has led to NFA reducing fees from $0.04 per side per round turn to $0.02 
per side per round turn as of October 1, 2014 

• Swaps market 
$400 - $700 trillion notional outstanding1 

Fewer, larger transactions 
Long-dated: Majority of positions expire years after the trade date 
Lower trading volume/ low turnover of positions 
Many transactions are between dealers to manage risk, others are directly between dealer and end-user 
Standard transactions cleared, many are customized or ill iquid and are not cleared 
Swap structures tend to be more complex 

• A practical approach to allocating regulatory costs across these markets would reflect the more 
customized, longer-dated, and larger notional size of swap trades relative to futures trades 

1. Notional value does not measure risk. Reported estimates for the aggregate notional value for swaps mark.et range from $400 trillion for market-facing swaps reported to US 
Swap Data Repositories (CFTC) to $700 trillion global survey estimates (Bank for International Settlements) . One major difference between the estimates is that the BIS estimate 
Includes both swaps resulting from the clearing process, whereas the CFTC measure counts only one side. Various measures highlight different aspects of the markets. 
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User Fee Model #1 - Potential Framework 
If the goal of fees is to collect an amount equal to the President's FY 2014 budget for the agency, here is one, high level model. 

At 
NFA 
levels 

There are, of course, many variations. We included sample inputs for discussion. 
This could be changed depending on the target revenue, and how one wants the f ees to be assessed. 

Futures + Options 
on Futures 
transacti 

Swap Dealer/ Major 
Swap Participant 
assessm 

Swap positions 

Swaps: IRS 

Swaps: CDS 

Swaps: FX 

Swaps: Other 

Average Rate 

$0.02 

$440,2781 

$22.95 
(annual rate) 

,~ 
$22.95 

$22.95 

$22.95 

$22.95 

Count2 Revenue 

3.6 billion $72mm 

108 $47.5 mm 

7mm $160.7 mm 
(cleared+ uncleared) 

5.5 mm $126.2 mm 

250k $5.7 mm 

1mm $23.0 mm 

250k $5.7 mm 

TOTAL (Offset t o $280 mil on budget : Does not account for estimated $4 million 

upfront costs to t he Com1 ssion to administer fees) 

Total Revenue 

Revenue from futures and 
options on futures: 

$72mm 

Revenue from swaps 
market: 

$208.2 mm 

$280.2 mm 

This ra te Is lower than the theoretical equivalent for futures hedge of a hypothetica l, typ ical swap. Based on SDR data, the "average'' interest rate swap is a typical 10 
year US dollar denominated fixed/floating swap with a notional value of $100 mi ll ion . Theoretically, the initial equivalent futures position would consist of 3,735 
Eurodollar 'futures contracts, which would generate NFA fees of $74.70 fo r a non-exchange member. See the appendix for details on the hedge ratio. 

1. Assumes 15 entities @ $1mm, 93 entities @ $300k. NFA Tier 1 swap dea lers pay $1mm per year, with other dealers paying between $150,000 - $250,000. g 
2. CFTC estimates based on 2013 trading volume on US DCMs (futures and options on futures) and from Swap Data Repository data for swaps 
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Appendix 
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Appendix Material 

• Industry Fee Structures 

- NFA Fees 

- Exchange Fees 

- Swap Data Repository Reporting Rates 

- Dealer Clearing Costs 

- Swap Execution Facility Fees 

- Swap Clearinghouse Clearing Costs 

• SEC Fee Structure 

• Impact Analysis 

11 



CONFIDENTIAL, 0MB REQUEST, PRE-DECISIONAL, PRELIMINARY TECHNICAL ANALYSIS 

Industry Fee Structures 
NFA Fees 

• NFA collects fees from FCMs, based on customer transactions (from all CPOs and from non­
exchange members otherwise) 

• Each NFA FCM member pays; i.e., buyer and seller both pay 
Futures: 

• Two cents per side to Sep. 30, 2014 
• One cent per side as of Oct. 1, 2014 

Options: 
• Two cents per t rade to Sep. 30, 2014 
• One cent per t rade as of Oct 1, 2014 

$40.3 mm collected in year ending June 2013 

In aggregate, NFA projected $108mm revenue in 2014 (vs. $68mm in 2013) against $70mm expenses 
(vs $62mm in 2013) 

• NFA's Board of Directors approved the reduction in rates in May 2014, noting that public trading 
volume grew an average of 7% over the previous five years and grew 20% for fiscal 2014. Given the 
large increases in volume, if NFA had kept the assessment fees at the prior levels, NFA predicted 
that reserves would soon exceed NFA's targeted reserve amount of fourteen months of operating 
expenses. NFA expressed confidence that, barring a significant drop in public volume or an 
unanticipated large increase in spending, the assessment fees could be sustained "for a few years." 2 

1. NFA's by-laws specify that each " FCM Member shall pay an assessment of $0.02 for each commodity fu tures contract traded on or entered into subject to the rules of a 
contract market (other than an option contract) on a round-turn basis" (Bylaw 1301. Schedu le of Dues and Assessments) . A " round-turn" in the futures industry is a 
completed transaction involving both a purchase and a liquidatlng sa le, or a sale fo llowed by a covering purchase. (Source: CFTC Glossary at www.cftc.gov) 

2. Source: Correspondence from NFA to CFTC Secretary, May 28, 2014, avai lable at 
htlp:/1www.n[a.futures.org/news/.?f,SCPDF%5CCFTC%SCBylaw 1301 A5se5smentFeeReductlon •S1514.pdf 2 
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Industry Fee Structures 
NFA Fees 

• NFA collections p.a ., year ending June 2013: 

$40.3 mm from transaction fees (total exchange volumes = 
3.6 bn contracts) 

• $0.02 per futures side per round-turn from Futures Commission 
Merchants who are non-Exchange members 

• $0.005 per round-turn from contract market members {i.e., 
exchanges) 

$17.1 mm from registration fees 

NFA has established the following revenue structure for Swap Dealers (SD) and Major Swap Participants (MSP) : 
Each SD Member that meets the definition of a Large Financial Institution pursuant to Article XVlll(n) of NFA's Articles of Incorporation shall pay to NFA 
annual dues in the amount of $1,000,000 (Tier l); 
Each SD Member that does not meet the definition of a Large Financial Institution pursuant to Article XVlll(n) of NFA's Article of Incorporation shall pay to 
NFA annual dues in the amount of $250,000 (Tier 2); 
Each MSP Member shall pay to NFA annual dues in the amount of $250,000; and 
Any SD Member or MSP Member that is an affiliate as defined in Article XVlll(b) of NFA's Article of Incorporation of a SD Member or a MSP Member shall 
pay annual dues in the amount of $150,000 (affiliate of Tier 1 or Tier 2 Swap Dealer). 

13 
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Industry Fee Structures 
NFA FCM Transaction Fees as of Oct. 1, 2014 

BYLAW 1301. SCHEDULE OF DUES AND ASSESSMENTS . 

• • 
Subject to the provisions of Article XII, dues and assessments of Members sha ll be as follows: 

••• 
b) FCM Members. 

(i) Each FCM Member shall pay to NFA an assessment equal to: 

(A) $.02 for each commodity futures contract traded on or ehtered into subject t o the rules of a contract market (other than an option 
contract) on a round-tum basis; 

(B) $.01 for each option contract t raded on or entered into subject t o the rules of a contract market on a per trade basis; carried by it for a 
customer other than: (1) a person having privileges of membership on a contract market where such contract is entered {except that this exemption 
does not apply to transactions by commodity pools operated by NFA Member CPOs); (2) a business affiliate of such FCM that directly or indirectly 
owns 100 percent of or is owned 100 percent by or has 100 percent ownership in common wit h such FCM provided such FCM has privileges of 
membership on the contract market where such contract is entered; or (3) ~n omnibus account carried for another FCM Member for which 
assessments are payable to NFA by the other FCM; 

(C) $.02 for each commodity futures contract traded on or entered into subject to the rules of a foreign board of trade (other 
than an o-puon contract) on a round-turn basis; 

(D) $.01 for each option contract traded on or entered into subject to the rules of a foreign board of t rade on a per trade basis, 
carried by it for a customer other than : (1) on an omnibus account basis for another FCM Member for which assessments are payable to NFA by the 
other FCM; or (2) for the proprietary trades of a person who has privileges of membership on any NFA Member contract market that has annual 
transaction volume of 1,000,000 calculated in conformance with Article VII, Section 2(a)(iii) of NFA's Articles of Incorporation provided, however, 
that this exemption shall not be afforded for the foreign proprietary trades of a person's parent, affiliate, or subsidiary unless these entitles 
separately meet the requirements of this subsection. 

(E) $.01 for each dealer option contract on a per t rade basis carried by it for a customer other than a business affiliate of such FCM that directly or 
Indirectly owns 100 percent of or is owned 100 percent by or has 100 percent ownership in common with such FCM Member: 

Provided, however, such assessments shall be suspended or adjusted by t he Board for a period not to exceed three months when in the judgment of 
the Board such action is appropriate in light of NFA's overall financia l goals. The FCM Member shall invoice these assessments to its customer and 
shall remit the amount due to NFA; 

14 
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Industry Fee Structures 
Monthly Assessment Fee Reports Submitted to NFA 
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CONFIDENTIAL, 0MB REQUEST, PRE-DECISIONAL, PRELIMINARY TECHNICAL ANALYSIS 

Industry Fee Structures 
NFA Membership Dues {1/3) 

• Revenues, year ending June 2013: 
$17.1 mm 

• Example tiered membership dues per annum: 
Swap Dealer categories 

• ner 1 Swap Dealer: $1 mm1a, 3 

• Tier 2 Swap Dealer: $250k1b 

• Swap Dealer affiliate: $150k1d, 2 

MSP categories 
• MSP: $150k (as of October 1, 2014, was $250k) 1c 

• MSP affiliate: $150k1d, 2 

FCM categories4 

• Exchange is SRO: $1500 
• NFA is SRO : $5,625 

l. NFA has established the following revenue structure for Swap Dealers (SD) and Major Swap Participants (MSP): 
a. Each SD Member that meets the de 1nition of a Large Financial Institution pursuant to Article XVIII ( n) of NFA's Articles of Incorporation shall pay to NFA annual dues In ·the amount of $1,000,000 Iner l); 
b. Each SD Member that does not meet the definition of a large Financial Institution pursuant to Article XVlll (n) of NFA's Article of Incorporation shall pay to NFA annual dues In the amount of $250,000 
[Tier 2); 
c. Each MSP Member shall pay to NFA annual dues In the amount of $150,000; and 
d. Any SD Member or MSP Member that is an affiliate as defined In Article XVlll(b) of NFA's Article of Incorporation of a SO Member or a MSP Member shall pay cinnual dues in the amount of $150,000 
(affll!ate of Tler l or Tier 2 Swap Dealer). 

2. Artic le XVlll(b) of NFA'sArticles of Incorporation defines an affiliate as "unless otherwise provided, any person that dlrecrly or lndireetly owns more than 50% of oris owned more than SO'l£ by or has more 
than 50% ownership in common with another person." 
3. Article XVlll(n) of NFA's Articles of Incorporation defines a "Large Financial Institution" as a "Swap Dealer in duded In a well defined, publicly available and Independent list of financial institutions that the 
Board of Directors Identifies by resolution from time to time.• NFA Correspondence dated November 20, 2012 with CFTC Secretary Indicates that the se Institutions are "the dealer signatories on the 
commitment letters executed with the OTC Derivatives Supervisors Group a/k/a currently the G-14" ) (Source: 
htto://www.nfa,futures-.org/news/PDF/CfTC/8ytaw130lf RevenueStruc4Swaape;tlersM~Ps 111s12.pdfl 
4. When a futures commission merchant (FCM) is a member of more than one Self~Regulatory Organizat ion (SRO), the SROs may decide i!mong themselves which of them will be primarily responsible for 
enforcing minimum financial and sales practice requirements. With approval, the SRO will be appointed Designated SRO [DSRO) for the particular FCM. (Source: NFAGlossary at lG 
http•://www.nfa.future.s,org/%5C/baslcnet/g1ossary.aspx?term=D) 
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Industry Fee Structures 
NFA Membership Dues (2/3) 

NFA Membership Totals by Highest Class, with annual assessment ranges 

Swap Dealers 

Major Swap Participants 

Retail Foreign Exchange 
Dealers 

Futures Commission 
Merchants 

Introducing Brokers 

Commodity Pool Operators 

Commodity Trading Advisors 

Exchanges 

Associates 

Total Membership 

99 

2 

7 

68 

1,299 

1,634 

1,048 

6 

57,196 

4,163 

I 

Per annum NFA assessments 

$150k- $1mm 

$150k - $250k 

$125k - $1mm 

$1.5k - $1mm 

$750 

$750 - $2500 

$750 - $2500 

Not available 

Source: http://www.nfa.futures.org/NFA-registration/NFA-membership-and-dues. HTML. Data as o'f September 30, 2014. 
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CONFIDENTIAL, 0MB REQUEST, PRE-DECISIONAL, PRELIMINARY TECHNICAL ANALYSIS 

Industry Fee Structures 
NFA Membershi 3 3 

Initial membership Dues 

sw~p Dealer• Tier 1•• 

Swap Deafer • Tier 2.,. 

Sw.p De.a/er - Afl]llate of Tier l or Tier 2 Swap 
Dealer•• 

Major Swap Participant''" 

Ma}or Swap Participant - Affiliate of,1 Major 
,wap- Participantd 

Futures Commission Merct\ant - Exchange is 
Designated Self-Regulatory ·Organization 

$1,000,000 

S2SO.OOO 

$1:S0,000 

$150,000 

SlS0,000 

$1,500 

$5,62S 

Swap Dea ler -17er 2• • 

Swap Dea ler - Affiliate of Tier l or Tfer 2 Swap 
Dealer*"•• 

Major Swap Participantu• .. 

Major Swap Participant - Affiliate of a Major Swap 
Participant"'""* 

Futures Commission Merchant - Exchange is Designated 
Self-Regulatory Organiz,rtion 

Futures Commission Merchant • NFA is Designated Self­
Regulatory Organization 

FCM Forex Dealer Member - Exchange Is Designated 
Self-Regulatory Organization that has: agreed to 

exami ne the Forex Dealer Member's forex activities 

$250,000 

$150,000 

$250,000 

$150,000 

$1,500 

$5,625 

$25,000 

Futures Commission Merchant · NFA is 
Designated Self-Regul~rory Organization 

FCM Forex Dea ler Member- NFA is Designated Self-Regulatory Organization with annual forex revenue of:H*"' 
FCM Forex Dealer Member- Exchange is 

Designated S<llr-Regulatory Org,miution tllat 
has agreed. to examine 1he Forex Dea.er 

Member's ore activities 

FCM Fore~ Dealer Member - NFAis 
Designated Self-Regulatory Ofgamzatjon 

Retail Foreign Exchange Dealer 

ln~roducing Broker 

ln1roducln8 Broker Fore~ Firm 

Commodity Pool Operiitor 

Commodity Pool Opennor Forex Arm 

Commodl V lradll'lll Adlllsor 

Commodlty Trading AdvlSor foru Firm 

$25,000 

$125,000 

$125,000 

S750 

$2,500 

$750 

S2,SOO 

.$750 

$2,500 

•$5 million or less 
•more than $5 mil lion but not more than $10 million 

•more than $10 million but ndt more than $25 miilton 
•more than $'25 million but not more than $50 mlllton 

·more than $50 million 

$125,000 
$250,000 
$500,000 
$750,000 

$1,000,000 

Retail Foreign Exchange Dealer with annual forex revenue of;••• 

•$5 n;iillton or fess $125,000 
•more than $5 mllllon but 1101 more than $10 million $250,000 

•more than $10 million but not more than $25 millior, $500,000 
•more than $25 m1111on but not more th~n $SO mllllon $750,000 

•more th,111 $SO million Sl,000,000 

Introducing Broker 

I ntroduclng Sroker Forex Firm 

CommodiW Pool Operator 

Commodity Pool Operator Forex Firrn 

Commodlt¥ Trading Advisor 

Commodity Trad ing Advisor Forex Ffrm 

$750 

$2,500 

$750 

$2,500 

$750 

$2,500 

Source: http://www.nfa.futures.org/NFA-registratlon/NFA-member.ship-and-dues,HTML. Data as of September 30, 2014. 18 
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Industry Fee Structures 

Exchange Fees 

• CY 2013, CME generated $2.4 bn in revenue on 
3.1 bn futures and options on futures traded 

- CME revenue: Average Rate per Contract of $0.78 

• Fees vary across asset classes, participant type, and activity 

• Fees for other exchanges are a similar magnitude 

- Sample relations of relevant fees to notional value: 

• 2 cents/ $1mm notional = (2/10,000) x 1 bp 
[Eurodollar contract notional] 

• 2 cents / $100,000 notional = (2/1,000) x 1 bp 
[SPX e-mini contract notional] 

Source: CME Group 2013 10-K filing 
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Industry Fee Structures 

SDR Re Rates1 

Bloomberg4 DDR6 ICE7 

General Fee Flat fee per report Constant rate for Tie red rates by Constant rate x 
Structure2•3 reports after minimum position counts notional units 

allotted trades 

Fees for Rates $20 per report $0.10 - $3.50 

Fees for Credit $5 per report $20 per report $0.10 - $3.50 $0.45 [$1.13] per 
$1mm notional for 
CDX [single name CDSJ 

Feesfor $5 per report $20 per report $0.00 - $3.50 per Various: e.g., USD 
Commodities report Commodity Index 

Swap @ $1.10 per 
$1mm notional 

Fees for Equities $0.10 - $3.50 

Fees for FX $1.50 per report $0.05 - $0. 70 per 
report 

Maintenance Fees None None Monthly None 

1. Data accessed November 5, 2014. 
2. A "report'' for an over-the-counter swap is a record of the t ransaction t hat Is submitted by one of the parties to the transaction. 
3. A "position" is an outstanding trade that has not been closed out by an offsetting transaction or by expfration of the contract. 
4. Source: http://www.bloombergsdr.com/ assets/Im g/BSDR%20-% 20E><h i b it%20O%2 0[ Fees). pdf 
5. Source: http ://www.cmegroup.com/market-data/fi les/cme-reposltory-service-fee-schedule.pdf 
6. Source: http ://www.dtcc.com/- /media/Files/Downloads/Data-and-Repository-Servlces/GTR/US-DDR/DDR Fees.pdf 
7. Source: https://www.thelce.com/pub!ic.docs/lCE Trade Vault Fee ScheduJe.pdf 20 
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Industry Fee Structures 
SDR Reporting Rates 

DD R's fee structure (on a per month basis) is based on position counts and is given below for 4 of the 5 DFA asset classes 
Example: A reporting party with 1,001 credit positions reported to DOR wil l pay $3.50 fo r the fi rst 100 positions, $3.00 for the next 900 positions, and 
$2.50 for the last position, for a total of ($3.50 x 100) + (S3.00 x 900) + ($2.50 x 1) = $3,052.50 

Credit, Equities, Rates FX 

Tier Start End Monthly fee 
per position 
(US$) 

Tier 1 0 100 3.50 

Tier 2 101 1,000 3.00 

Tier 3 1,001 5,000 2.50 

Tier4 5,001 10,000 2.25 

Tier 5 10,001 50,000 2.00 

Tier 6 50,001 200,000 1.25 

Tier 7 200,001 500,000 0.40 

Tier 8 500,001 + 0.10 

Tier Start End Monthly fee 
per position 
(US$) 

Tier 1 0 1,000 0.70 

Tier 2 1,001 5,000 0.60 

Tier 3 5,001 10,000 a.so 

Tier 4 10,001 50,000 0.40 

Tier 5 50,001 100,000 0.30 

Tier 6 100,001 150,000 0.20 

Tier 7 150,001 500,000 0.10 

Tier 8 500,000 + 0.05 

Source: httQ:L[www.d cc.comL~LmediaLFHesLDownloadsLData-an d-Re12ository-Se rvicesLGTRLUS-DDRLDDR Fees.Qdf Data accessed November 51 2014. 
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Industry Fee Structures 
Dealer Clearing Costs 

Dealer Clearing Fee Portfolio Charge 
(on Initial Margin) (per ticket) 

Barclays Bank Plc1 £750 1.00% 

Citigroup Global Markets $750 0.50% 
Limited2 

Deutsche Bank AG3 €500 0.75% 

J.P. Morgan Securities pie" $1,500 0.60% 

Merrill Lynch lnternational5 $1,200 0.75% 

Morgan Stanley & Co. $500 Not available 
International plc6 

listed Futures & Options 

Clearing Fee 
(per contract) 

£10 

$6 

€5 

$2 

$6 

€2 

Data are for standard, undiscounted fees from European Market Infrastructu re Regulation (EMIR) Article 38(1) public disclosure 
of indicative prices and fees associated with clearing services. 

To the extent possible, the table represents a simplified, representative version of disclosed fees in order to highlight the general 
pricing structure and magnitudes of charges for a transaction cleared at LCH Clearnet Ltd. as a basis for comparison. Third party 
fees including clearing house fees are not included. Other cha rges, such as maintenance fees or cash movement fees may also 
apply, and charges may vary depending on whether a client has opted for omnibus client segregation or individual client 
segregation. Data accessed November 5, 2014. 

1. Source: http:/Jin11es mentbank.barclays.com/pdf/Pnctns: Schedule for li5ted and OTC.pdf 
2. Source: https:/Jwww.c1tibank.com/ms.s/products/cit1 futures/docs/clll costs disc losure updatcd.pdf 
3 . Source: https://www.db.com/en/med1a/Deutsche•Bank-EMIR•Clearlng Member-Price-Disclosure-Document.pdf 
4. Source: https://www.ipmorgan.com/directdoc/is 1cmsplc emir disclosure fee.pdf 
5. Source: http:/Jcorp.bankofamerica.com/documents/16303/74434/MLI EMIR Fees Dlsclosure.pdf 
6. Source: http://www.morganstanle.v.com/lnstttutlonal/saleg/Final%20MSIP%20Pricl ng%200lsc losure%20EMIR%20Art%2039.pdf 
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CONFIDENTIAL, 0MB REQUEST, PRE-DECISIONAL, PRELIMINARY TECHNICAL ANALYSIS 

Industry Fee Structures 
SEF Fees 

• Execution fees for 5 year, US$100 million fixed/floating interest rate swap 
ICAP SEF: $6251 

Javelin: $9002 

TrueEX: $9902 

• Execution fees for 5 year credit default swap index (US CDX) 
Bloomberg3: $15 
ICAP SEF4: 

• High Yield: $50 (Voice), $43 (Electronic) 
• Investment Grade: $8.50 (Voice), $6.50 (Electronic) 

• Execution for other select instruments 
Bloomberg3: 

• $10 for transactions other than credit default swap index 
• Fees waived for FX and Commodity swaps until Dec 31, 2014 

ICAP SEF4: 

• iTraxx Credit Index: $250 per $5mm notional, Aggressor only charged 
• USO ABX index: $150 per million USO on original face amount 
• Commodity Index: $800 per million notional value 

Electronic execution on i-Swap Central Limit Order Book. Source: http://www.lcag.com/~/media/Files/l/lcap-Corp/pdfs/icao-sef.pdf 
Source: Risk.NET, June 27, 2014 
The fee is charged to both counterparties. Source: http://www.bloombe rgsef.com/content/uploads/sites/6/2013/10/Fee-Schedule.pdf 
Source: http://www.icap.com/~/media/Files/l/lcap-Corp/pdfs/icap-sef.pdf 
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Industry Fee Structures 
Swap Clearinghouse Clearing Costs 

Entity-level Fees Per Trade Fees 

Clearing entity On boarding fee Annual fee Upfront fee Maintenance fee 

CME1 Not Available 

LCH2 £50,000 

None 

£500k -
£2.25 million 

$0.25 - $24 per $1 
million notional 

£0- £75 

$2 per $1 million 
notional per year 

£0 - £6 per month 

• Example: US$ 100 million 10 year interest rate swap 
• Clearing fees at CME would be $800 upfront and $200 per year for the life of the trade, 

before any discounts are applied 
• Clearing fees at LCH: 

• £0 marginal charge for a high volume client paying £2.25 million annual membership fees 
• £75 upfront fee plus £6 per month maintenance fee for a low volume client paying £500,000 

annual membership fees 

1. CME Standard Transaction Fee Schedule a_s of October 2014. CME also offers vo lume discounts and an alternate fee schedule with $25 per ticket fee and monthly 
charge of 10 basis points annualized on the client's initial margin requirement. No volume discounts are available for the Alternate Fee Schedule. Source: 
http://www.cmegroup.com/trading/interest-rates/fll es/cleared-otc-lrs-customer-fees.pdf 

2. LCH SwapClear Self-Clearing Fees as of 20 March 2014. Source: http://www,lchclearnet.com/en/asset-classes/otc-interest-rate•derivatiVes/fees 
3. Exact fees charged by LCH depend on the applicable tariff structure for the client and the number of contracts processed. The "Low volume client" ls assumed to have 

fewer than 20,000 contracts cleared per year, and the "High volume cl ient " Is assumed to have greater t han 30,000 contracts cleared per year. 
24 
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SEC Model: 
Section 31 Fees (Offsetting Collections) 

Securities Security Futures 

Dollar amount as specified 
by SEC 

$22.10 per $1mm dollar volume 
transacted (as of March 18, 2014) 

$0.0042 per round turn 
transaction 

Dollar amount expressed as 
approximate rate of 
transaction value for 
convenience 

Approximately (2/10) x 0.01% of 
dollar volume 

Approximately (1/100) x 0.01% 
of notional value for 100 share 
contract with share price at $30 

• NFA also charges $0.00008 per round turn for security futures, if held in 
commodity futures account 

• Section 31 fees collected from 19 SROs (exchanges) and FINRA. 

• SEC also charges registration fees, which are general revenues. 
- Thousands of filers, potentially hundreds of sma ll transactions each day. 

- Resource intensive; requires customer service to ~10,000 potential and actual filers 

' " 

Compare with a $0.02 fee on an S&P 500 e-mini futures 
contract, which would have a much lower rate: 

Source: 
http://www.sec.gov/News/PressRelease/Detall/PressRelease/13705-40783933#.VFqfFilOlaQ 

Approx: 2 cents/ $100,000 notional= (2/1,000) x 0.01% 
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SEC Model: 

Section 31 Fees (Offsetting Collections) 

• Each month, SROs complete Form R-31 "Form for Reporting 
Covered Sales and Covered Round-Turn Transactions under Section 
31 of the Securities Exchange Act of 193411 documenting dollar 
amount of covered sales and transactions. 

• Each month, SEC Division of Risk and Economic Analysis staff 
Projects fees for current month 
Validates fees calculated by SROs 
Performs independent calculations by two staff members (est. 50 
man hours/month) 
Sends monthly invoice data to SEC Accounting Analysis Branch (AAB) 

• AAB prepares invoices 2x per year, sends to SROs. 
Alerts Enforcement Treasury Operations Branch (ETOB) 
Tracks details of invoice/billing and receipts to date 
Performs monthly reconciliations between Delphi and invoices 
application 
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SEC Model: 
Section 31 Fees (Offsetting Collections) 

• SROs primarily pay fees via electronic funds transfers 
(EFTs) to FRB NY 
- FRB NY transmits funds to Treasury, ETOB Financial 

Management Specialist reconciles data 

- ETOB Specialist provides wire details to AAB 

- AAB reconciles 

• SEC Office of Compliance, Inspections and 
Examinations (OCIE) conducts inspections of SROs for 
compliance. 
- Inspection reports forwarded to AAB for review in 

determining if recognized revenues should be adjusted 

27 
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SEC Model: 
Section 31 Fees (Offsetting Collections) 

• Each year, the SEC reviews collections to determine if a credit 
to appropriation needs to be processed. If so, AAB requests 
Financial Management branch at Treasury to send SEC a 
warrant to credit amounts. 

• Two DERA economists independently calculate fee rate for 
upcoming year to produce aggregate fee collections equal to 
SEC's appropriations. 

- Updated Fee rates are approved by Commission before 
publication in "Fee Rate Advisory Notice" on website 

28 
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Impact Analyses 
How would a user fee impact the market? 

29 
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Impact Analysis: Factors to consider 
Critique of Published literature 

Current economic analysis frequently argues against fees and focus on the following: 

Sensitivity of volume to transactions costs (significant elasticity often found) 
Case studies 

• Sweden {1983) is most prominent: 1% round trip tax on equities, 2% stock 
options, 0.15% fixed income and fixed income derivatives. Activity fell 60+% 
and moved to London before tax was abolished. 

Broadly critical of "financial transactions taxes", claimed to 
• harm liquidity, 
• harm price discovery, 
• raise little revenue, 
• have little impact on volatility, and 
• drive trading offshore to lower cost jurisdictions 
• E.g., "STTs can obstruct price discovery and price stabilization, increase 

volatility, reduce market liquidity, and inhibit the informational efficiency of 
financial markets." 

- Habermeier & Kirilenko (2003) 
- Kirilenko is former CFTC CE (departed end-2012, now at MIT) 
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Impact Analysis: Factors to consider 
Key Point - A user fee is not a transaction tax 

A "User Fee11 to fund regulatory costs is typically 100 to 1,000 times smaller 
than a "Transactions Tax" 

• "Financial Transactions Tax" 
Typical goals: 

• Raise large amounts of general revenue (e.g., tens of billions of dollars) 
• Explicit or implicit goal of decreasing financial activity 

Typically in the range of 0.1-0.2% (securities), 0.01% for derivatives 
The Swedish and Italian taxes fall into this category 

• "User Fee" 
Typical goals: 

• Raise funds to offset regulatory costs 
• Protect efficiency and liquidity of markets 

Much smaller than "Transactions Taxes" - e.g., (1/100) x 0.01% or (1/1,000) x 0.01% 

Smaller than fees charged by exchanges or similar entities 
CFTC user fees would be in this category. 

• The goal would only be to offset costs of regulatory work. 
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Impact Analysis: Factors to consider 
Recent European Experience is for Transactions Taxes at 

rates far higher than those for User Fees 
• The European Union has worked to implement a Financial Transactions Tax to begin in 2016 

Scope and rates far in excess of that for user fees 
European Commission's stated goals include: 

• "Raising Revenue" 
• "Adequate (fair and substantial) contribution from the financial sector" {Identifying new revenue sources; Compensate for 

VAT exemption of financial services) 
• "Reducing undesirable market behavior and therefore stabilizing markets." (Reduce incentives for excessive risk taking; 

Address specific risks posed by automated trading; Reduce leverage (e.g., debt-to-equity ratio)) 

EC's baseline assumptions/or Impact Assessment, assuming 0.01% tax rate: 
• Financial transactions decline 70% (Generates EUR 34 bn - EUR 43 bn revenue) 

Financial transactions decline 90% (Generates EUR 16 bn - 22 EUR bn revenue) 

Details not yet worked out, led to France and Italy unilaterally implementing their own taxes 

• French securities taxes implemented in Aug 2012 (coincident with other tax policy changes) 
• 0.2% on large cap trades involving ownership transfer (i.e ., trades standing overnight, market makers exempted) 
• 0.1% on orders modified or canceled if order:trade ratio> 5:1. Applies to France-based HFTs trading prop. 
• 0.01% charge on notional for European sovereign CDS trades that are not hedges 
• Equity volumes down 15-20% compared to control group (with blocks declining more than vanilla on-exchange trades) 
• Spreads increased (~10-20%}, quoted depth declined ("'1 0-20%) 

• Italian securities taxes implemented March 2013, derivatives taxes September 2013 
• 0.1% on large cop trades on-exchange involving ownership t'ransfer), 0.2% off-exchange (i.e., blocks) 
• 0.2% on transactions for HFTs {defined as entities with cancellation to transaction rate> 60%} 
• Sharp declines in volume/trades after implementation 

Sources: Commission Staff Working Paper, Impact Assessment accompanying-the document Proposal for a Council Directive on a common system of financial transaction tax and 
amending Directive 2008/7 /EC: Vol. 12 and Executive Summary of the Impact Assessment. 
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Impact Analysis: Factors to consider 
Our analysis shows that no material impact on market activity expected 

• A User Fee on a swap position in the tens of dollars per year would not materially impact market 
participant activity. 

• The costs of initiating a swap position is often several hundred dollars, and the costs of maintaining 
that swap position over time can be several thousand dollars per year. 

Example: Costs to execute and maintain a 2 year USD 100 million dollar notional Interest Rate Swap 

Fees charged by: 

Dealer 

Clearinghouse 

SDR 

Total 

Upfront Fees (USO) 

500 

250 (CME) or 240 (LCH) 

20 {CME) 

765 (CME) or 740 (LCH) 

Annual Maintenance Fees (USO) 

2,800 (CME) or 3,400 {LCH) (=0.60% x IM) 

200 (CME) or 300 (LCH) 

0 (CME) or 1.20 - 42.00 {DDR)1 

3,000 (CME) or 3,700 (LCH) 

1. CME SDR charges a flat fee of $20 upfront with no maintenance fee; DDR charges fees ranging from 0.10 to 3.50 per month 
Source: Clarus Financial Technology estimates, DOR 
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User Fee Model #1 - Potential Framework 
If the goal of fees is to collect an amount equal to the President's FY 2017 budget for the agency, here is one, high level model. 

At 
NFA 
levels 

There are, of course, many variations. We included sample inputs for discussion. 
This could be changed depending on the target revenue, and how one wants the fees to be assessed. 

Futures + Options 
on Futures 
transacti 

Swap Dealer/ Major 
Swap Part icipant 
assessm 

Swap positions 

Swaps: IRS 

Swaps: CDS 

Swaps: FX 

Swaps: Other 

Average Rate 

$0.02 

$443,7501 

$31.73 
(annual rate) 

'~ $31.73 
" 

$31. 73 

$31.73 

$31.73 

Count2 

4.0 bill ion $80 mm 

104 $46.15 mm 

6.425 mm $203.85 mm 
(cleared + uncleared) 

4.9 mm $155.47 mm 

275k $8.73 mm 

1mm $31.73 mm 

250k $7.93 mm 

TOTAL (Offset to $330 mil on budget: Does not account fo r estimated $4 million 
upfront costs to the Comrr: ssion to administer fees) 

j 

Total Revenue 

Revenue from futures and 
options on futures: 

$SO mm 

Revenue from swaps 
market: 

$250 mm 

$330 mm 

This rate is lower than the theoretical equivalent for futures hedge of a hypothetical, typical swap. Based on SDR data, the "average'' interest rate swap is a typical 10 
year US dollar denominated fixed/floating swap with a notional value of $100 mi ll ion. Theoretical ly, the initial equlvalent futures position would consist of 3,735 
Eurodotlar futures contracts, which would generate NFA fees of $74.70 for a non-exchange member. 

1. Assumes 15 entities @ $1mm, 89 entities @ $350k. NFA Tier 1 swap dealers pay $1mm per year, with other dealers paying between $150,000 - $250,000. 
2. CFTC estimates based on 2015 trading volume on US DCMs (futures and options on futures) and from Swap Data Repository data for swaps 
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2015 CME Group Inc. Contract Volume and Average 

Clearing & Transaction Fee Revenue, by Asset Class 

Interest Rates 

Equities 

Energy 

Commodities 

FX 

Metals 

Total/ Average 

2015 Contract 

Volume (millions) 

1,700 

706 

498 

320 

221 

87 

3,533 

Percent o'f 2015 
Contract Volume 

48.1% 

20.0% 

14.1% 

9.1% 

6.2% 

2.5% 

Average Rate, 

Clearing & 
Transaction Fees 

$0.50 

$0.72 

$1.23 

$1 .31 

$0.81 

$1.63 

100.0% $0. 77 

1. Source: CME Group Inc. volume reports and CFTC calculations. Rates estima ted using data from January - November 2015 data. 2 



Leasing and Fina,icial Statement Audit: 

The CFI'C currently ha four curr nt multiple-year leru e for office pac in Wa hington 
D .. , hicago York and Kan. a ity. Under 7 U .. Code§ 1 the CFf i · auth rized to 
ent r into rental agreement · for ·pace that ftuther the purpo e ' of th Commodity Exchang Act. 
When the Commi ion ent red into tbe multiple-year lea e it r cord d only th I a e paym nt due 
ach fi cal y ar rath r than th fu ll multiple-year bligati n in they ar the lea wa initiated. On 

F bruary 4 2016, G O i ued C mptroller G n raJ De i ion B-327242 ommodity Fun.-1re 
Trading Commi ion - Re ording of Obligations for Multiple-Year Lea ·e (D ci ion). Thj 
D ci ion conclud d that FT ' hi torical practic of recording multiple-year 1 a obligation. 

nan annual bru i violated the r cord i11g statut , 31 U. 150l (a) 1 whicb i · a iolati a f 
th Anti-d ficiency ct (AD ). 

Th FY 20 l5 CFrC financ ial statement audit resulted in a qualified opinion as a result f 
CFT ' hi torical lea ing practice . KPMG, the form r independent audito found tha 
except for the Statement of Budgetary Resources (SBR), the :financial tatement were fairly 

pre ented in all material re pect in conformity with US GAAP. 

To remediate the issue the Commission consulted with GAO and 0MB on reasonable 
approache to report the lease obligations to ensure due diligence in r olving thi matter. In 
addition, as part of the remediation efforts, CFfC signed a Memorandum of Understanding 
(MOU) with the General Services Administration (GSA) whereby GSA wi11 provide expertise on 
current leasing i sue and assume responsibility for procuring future space on behalf of the 
Commission. 

CFTC ha, altered its FY 2016 financial statements to properly reflect lea e tran action 
and upon completion of th FY 2016 audit, the CFfC intend to report an ADA violation in 
compliance w:itb Office of Management and Budget Circular A-1 l. 

The CFfC anticipate an additional GAO Opinion related to CFTC lea e regarding the 
following i ue: : CFTC' u e of cash aIJowance (Tenant hnprovement Allowance)· open- nded 
ind mnity and ariabl o t 1 u · payments in adv an e of recei ing e ice · appli ation of 
the ona fide n ed rul r lated to th purchas of fumitur thr ugh the I 
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PERFORMANCEMANAGEMENTANDPAYREFORM 

Status: 

inc th FT ha · a c mpl x and. xpanded miss ion it r quire a nigh p rf rming r uJt -
ori nc d workforc . To a hi v lhi , CFfC need effectiv p rformaoc mana0 em nt and pay 
y tem . In th ummer 2016 Ff c rnmis. ioned D l itte n ulting LLP to conduc a 
tudy f th Ff performan e managem nt and pay sy. tem , and t b nchmark y tems at 

other IRRE . Th tudy identifi d - veral potenti.al m·ea · for improv m nt. Cun- atly OED 
i in th pro e of d v lopin r commendation for r vising th p rformanc management and 
pay y t m . The r comm ndati n will also need to b n gotiated with our union . 

Performance Ma,1agemellt System : 

There ar many chall nge with the current perfonnanc :management y tern and a major 
overhaul is ne ded to gain transparency, accountability, and to properly reward performance. A 
key facet that i mi · ing from CFTC's pay for performance is an effecti e o er ight proce ·s for 
-performance rating . Currently, CFfC does not have a systematic proce s for review and 
evaluation of pedormance results within each division or acros the agency to ensure that 
ratings are given fairly and consistently weighted. Consequently we are con idering a structured 
governance process for performance ratings and awards in the agency. This would ensure 
collective review and over ight of ratings by a review panel that considers the contribution 
across the organizational units and assigns ratings based on meeting or exceeding CFfC-wide 
goal and objectives. 

Additionally, CFIC needs better policy guidance and trainjng for the workforce on performance 
management principles e pecially upervisors including the respective role of rating and 
reviewing officiab. With regular budget constraints, limited resources have been dedicated to 
developing a more robu t performance management policy or assisting supervi:or in de eloping 
ffe tive goal and ex.pe tation. for staff. Con quently, we are e aluating a number of 

challenge with th U11"ent y tem, u b a : 

• P rforman e pl n ~ r th workforce executiv _ includ d, ar g n ri · and appli d a ro. s 
th b ard to ea h FTC mploy e regardles · of th typ f po ition. Th Languag in th 
p rforman e standard i con. equently more difficult for ·up rvi. r · to apply in 
mea ·urina and aluating p rf nuance. lu ·tead, w are con ·ide1ing option for tail ring 
p rformanc plan with clear goal and performance m a ·ur p i1ic co gr up of 
p itj n or p ific po ition . 

• CFT performance plans lack a' mission critical" element which illu trate the trat: gi 
alignment and linkage of the employee performanc goal to the organizational 
p rfonnance goal.. and the CFTC Strategic Plan. Empl yee · ha ea difficult time 

i 'Ualizing a clear line-of-sight between the employee' performanc and the gency' 
trat gic goal and objectives. A clearly aligned performance plan hows the employee 
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how hi. /her individual accompli hment within a unit contribute to the o era11 mi 10n 
re ult of the agency. 

• CFrC petfo1111anc plan for up rvi or , manager and executive ha e two manag rial 
l m nt in the xisting policy that apply t all upervi ory p ition without regard to 

the L vel of authority or r ponsibility exerci ed by tbe po ition. We are on id ring how 
b t t aluat how ffectively th y "lead' to accomph b th ir r p n ibili.ti a well a 
what th y accompli hand h w ffectiv ly th y manage human ca itaJ re p n ibiliti 
·uch a th ir p rformance management duties. 

• W are al o con idering r calibrating the timing of the Ff nnual p rformanc cycJe 
to arr • pond with the budg t and funding cycle and th trategic Plan cy I whi h ar 
b th fi al-year ba d. For that r ason, project and funding are not aligned whi h makes 
it more hallenging for r porting performance and rewarding taff. Con id ration h uld 
be given to changing the perfonnance cycle to match the budget cycle to facilitate 
con istency in project funding and execution. 

CFTC Workforce Pay: 

Pay and compen ation y tems are central to the effective management of employees at the 
CFTC. In a merit based sy tern, salary increases for executives and employee hould be linked 
to both. individual and organizational performance. For salary increase to be perceived a fair 
and meaningful the perlormance maoa·gement system should distinctions in performance o that 
top performers receive the highe t ratings and the highest salary increase and bonu es. There is 
currently no pro ision for perfom1ance awards (bonuses) for employees. When the current 
sy tern was designed, performance award (or bonuses) were eliminated in fa or of rolling the 
money into Merit lncr ases to have higher pay raises under pay for pe1fo1mance. Rein tituting 
bonu e would incenti ize pay for performance and improve accountability in year where 
carryover co from alary increases would not be feasible. Having bonu e a part of pay for 
performance would be consistent and competitive with other agencies especially the FlRREA s 
and wouJd improve morale. Currently as evidenced by Employee Viewpoint urvey data, CFfC 
employee do not ee a con isrent benefit in the award. program, and larg ly b lieve CFfC pay 
for p rfonnan d e not make meaningful distinctions in p rformance r ult . 

Pay Setting: 

al o inequity among alarie of th who c me from the pri ate e t r and 
tho e who ar urr nt F d ral mploye at th CFfC. Th promotion p re ntag cal cap f 
~ i l wer than m t oth r FIRR As and d e, n t alJow f deral agency empl y e o er d by 

the G neral cheduJ. 0 ) pay plan c ming to CFf t recei alarie c mparable t privat 
e tor empl yee with equivalent experience and experti e. Often the re ult i th.at new 

employe fr m th privat ctor r cejve ala1ies at the top of th pay range and bjgher than the 
alarie of their co- orker and in om cases, th ir up rvi. or . Thi i a riou inequity and a 

signillcant con m to CFI'C mp.loyee, . la fact the perception that it is a di in nti e to a c pt 
a management role with more duties and accountability without an additional alary incrna e 
which would re ulr in them earning more money thaa their subordinate taff. To addre thi , we 
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are con idering a policy that permits promotion increases higher than 8% to en ure delineation 
between up rvi ory and non-, upervisory , aJarie or add.re other inequitie . . Thi would involv 

tablishiag pay ettiag criteria for new employees oming on board to the CFr to en me that 
the alary paid to the employee hired, regardles of whether they are from rh fed ral or pri ate 
ector reflect the I veJ fr pon jbility and accountab'iljty of th po ition, a welJ a , the 

experience and qualjficatjon br ught to the position. 

· I Pa g c 
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Special Topic Paper: 2016 FISMA Report 

Information security is a high-risk area Government-wide. Congress passed the E-Government Act 
of 2002 in an effort to strengthen Federal information security programs and practices. The Federal 

Information Security Modernization Act (FISMA} provides a comprehensive framework to ensure 
the effectiveness of security contro ls over information resources that support Federal operations 
and assets. 

CFTC's IT security program is managed and measurable. The program is effective and complies with the 
FISMA, Office of Management and Budget (0MB) mandates, and exemplifies numerous industry and 
government best practices. Given the evolving complex nature of cyber threats and adversaries' 
constantly targeting government networks, it is imperative for the Commission to continuously improve 
and strengthen its security posture. To accomplish this, we wi ll institutionalize risk-based security 
policies and ensure enterprise compliance, expand and extend continuous monitoring capabilities, 
integrate Identity, Credentia l, and Access Management (ICAM) programs into our security program, 
assure a trusted and resilient information and communications infrastructure, and continue to improve 
our anti-phishing and malware defense capabilities. The successful deployment of the aforementioned 
capabilities is an important foundation which the Commission can continue to build and enhance the 
protection of information and infrastructure assets. 

In FY2016, the Commission did not report any major computer security incidents, including major 
incidents that involve a breach of personally identifiable information. However, during this time the 
Commission did report four separate incidents to the U.S. Department of Homeland Security's (DHS's) 
U.S. Computer Emergency Readiness Team (US-CERT) . None of the incidents reported were categorized 
as a significant compromise of information security. 

Based on the data collected, the Commission has seen a rise in malicious emails known as phishing 
attempts, intended to trick recipients to open infected attachments that enable malicious actors to steal 
information. To address this trend, we will continue to focus our efforts on effective email filtering, 
improve training for CFTC personnel, implement a layered defense, and expand our practice of effective 
network monitoring. 

The Commission will continue to make progress toward meeting FY2017 FISMA metric requirements. To 
ensure adequacy and effectiveness of cybersecurity controls, the CFTC also measures performance 
based Cybersecurity Cross-Agency Priority (CAP) Goals established by 0MB, DHS and the CIO Council. 
The CAP Goals focus on the longstanding and critical issues affecting the federal government. 

FISMA also requires Commission Inspector General to assess the effectiveness of the information 
security programs and practices. Guidance has been issued by the 0MB in both circulars and 
memoranda and by National Institute of Standards and Technology (NIST) in its 800 series of special 
publications supporting FISMA implementation covering significant aspects of the law. 

The Office of the Inspector General (OIG) witnessed a re-energized focus by CFTC to improve its 
cybersecurity posture. The OIG's audit results from information systems reviews revealed that 
management is addressing information security vulnerabilities. This increase in information security 
competency is demonstrated by the Office of Data and Technology's (ODT) approach of reallocating 
staff, increasing the frequency of network scans, and patching vulnerabilities accordingly. During the 
year, an assessment of sensitive databases demonstrated adequate configuration to minimize 
vulnerabilities and risk of data loss. 
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Areas of Compliance: 
• FY 16 Cybersecurity Awareness Training: The Commission successfully migrated to a 

Cybersecurity and Privacy Awareness training system in FY 16. The Commission successfully 
completed its FY16 annual Cybersecurity Awareness training with a 100% completion status. 

• Internal Assessments : The Commission has successfully completed the Accreditation and 
Authorization (A&A) of its General Support System (GSS). It was granted an Authority to Operate 
(ATO) and has been moved Into the Commission's Continuous Monitoring Program. In addition, 
the commission began its A&A of the E-Law Major Application. 

• External Assessments : 
o OIG Database Scans: The OIG performed a scan of the Commission's databases. The initial 

brief by the external auditors concluded that the Commission's databases are secure. The 
external auditors requested that CFTC provide the auditors with database best practices 
Implemented within the Office of Data and Technology (ODT) to take back and implement 
within their own organization. 

o Microsoft Persistent Adversary Detection Service (PADS} : Microsoft engaged with CFTC to 
perform a PADS engagement to identify whether a persistent adversary is on the CFTC's 
network. The results of the finding concluded that a persistent adversary was not on the 
network. Microsoft Identified some additional findings that have been addressed by ODT. 

• OHS Einstein 3 Accelerated: The Commission is currently participating in the Department of 
Homeland Security (OHS) Einstein 3 Accelerated (E3A) Intrusion Detection and Prevention 
program. CFTC has implemented the first of two security products provided by this program and is 
planning on implementing the second product in FY17. 

White House Cross Agency Priority (CAP) Goals: 
• Implementation of Information Security Continuous Monitoring Mitigation {ISCM) Program: 

o Implementation and monitoring of technical controls . 
o Participation in OHS Continuous Diagnostics and Mitigations (COM) Program. 
o Participation in the OHS E3A program. 

• Implementation of the Identity, Credential, and Access Management (ICAM): 
o Personal Identity Verification (PIV) card implementation for logical access. CFTC is currently 

requiring only 33% of the population use PIV authentication. 
o Area for Improvement: CFTC will need to require PIV authentication to at least 85% of the 

user population. 
• Implementation of Anti-Phishing & Malware Defense: 

o Implemented technologies that filter suspected phishing attacks targeting the CFTC employees. 
o FY16 Cybersecurity and Privacy Awareness training for phishing 
o Posters have been posted throughout the Commission's DC location which identifies how to 

spo1 a phishing attack. 
o Areas for Improvement: 

• CFTC will need to implement sender verification technology to ensure that users 
can authenticate senders prior to opening a malicious email. 

• CFTC will need to implement an environment that can take suspected malware 
and analyze it prior to it being accessed by CFTC staff. 

OIG FY16 FISMA Audit Results: 
• FY15: One finding • Resolved 
• FY16: Two findings: 

o Physical Access Control: Resolved 
o Two-Factor Authentication for Non-CFTC owned external systems: ODT and OED will work 

with service providers to resolve the issue. 
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Memo to: Tran ition Committee 

Subject: The Role of the CFfC in Financial Stability Over ight Council (FSOC) 

Th chairman of the C mrni . i n . rves an important uncti n n the Financial tability 

Over ight ouncil F O ). Along with the chair of th ecuritie and E hange ommj joa 

( E , the chairman f the ommi sion brings a mo.re market-f u d vi wp in to he ouncil , 

providin° a per p ctj that ometime differ. ' ignificantly from that of the other regulator . 

dditionally b cau th Commi. ion ha oversight over d rivativ clearingh u the 
Commi i n i an imp rtant voic in the Council oa i ue involving clearing and th clearing 

i11du try. 

Background 

FSOC wa created a part of Title II of the Dodd-Frank Act. The chairman of the CFTC 
1 a full oting member of FSOC which is made up of representative of fifteen agencie and 

organizatio and i chaired by the Secretary of the Treasury. Ten of th component 

representative are oting members, including: 

• Secretary of the Department of Treasury; 
• Chairman of the Board of Governors of the Federal Reserve Board (Board)· 
• Controller of the Cun-ency (OCC); 
• Chairman of the Federal Deposit Insurance Corpmation (FDIC); 
• Director of the Con urner Financial Protection Board (CFPB)· 
• Chairman of the ational Credit Union Administration ( C A)· 
• Chairman of the SEC-
• Chairman. of th Commi ion; and 
• Independent Member with In urance Experti e appointed by the Pre ·ct nt). 

Additionally, other agen ie and orbanization hav non-voting repr • a.talion. in luuing: 

• th which wa tabli hed t th 
r arch arm of the 

• th Dir ctor f th F d ral Insurance Office; 

• a tate in uranc commj joner d ignated by th tate in uran e commi ioner ; 

• a tate bank.in uperv1 r de ignated by the state banking up rvi or : and 

• a tate ecuritie. ommis ioner(or officer performing lik function de ignated by th 
tare ecuritie commis ioner . 

1 
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The Federal Re erve Bank of ew York also participates in the meeting of FSOC at all level . 
Principal meeting generally are al ' o attended by the Federal Re erve Board go emor who is 
the U . . repre ntati e to the Financial Stability Board (FSB). 

F QC Principal. m et a scheduled by the ecr tary of th Treasury, om tim , as oft n 
a one a month ru weU a occasional call · or items circu lated for notation ot . The FSOC 
Deputi Commjttee genera1Jy m ts ev ry two we k and erve an important fun tion a a 
'gateway' to th Principal . F O D puti , who ar generally ni r . taff of th ag ncie or 

organizati n · repr · nt d nerally con ider such items asp t ntial de ignati n annual 
valuation draft r ports and other items p1ior to tho, e item ' going b for Prin ipal . 

OC generaJJy function through five committees staffed by pe onnel from ach of th 
agenci and organization that participate in FSOC. Either on the committee ' own initiative or 
at the direction of th Deputies or Piincipals, the committee perform the initial re, earch and on­
going monitoring n essary for FSOC to function. The following pro ides background on ea h 
committee as well as a -ummary of ome of the most important i -ues con idered recently or 
currently under con ideration. 

Financial Market Utilities and Payment, Clearing, and Settlement Committee 

The FMU Committee i responsible for providing recommendation to FSOC OD the 
potential de ignation of financial market utilities (FMUs) OJ payment clearing and ettlement 
(PCS) acti vitie under section 804 of the Dodd-Frank Act. After designation tbe FMU 
Cominittee review and report annually on whether the designations remain appropriate. This 
committee also consults with the supervisory agencies OD the risk management tandards 
applicable to thi type of de ignated entity and is responsible for identifying and monitoring 
potential threat to financial stability related to FMUs or PCS activ ities; 

CF'T taff m mbers are very active pru1icipants in the FMU Committee. Two 
organization regulated by the CFIC are aiuong the entities designated a Sy temically 
Important FMU. (SIFMU : the Chicago Mercantile Exchange Inc. CME and ICE Clear 
Credit LLC I C). A d m d under Title I of th Dodd-Frank Act, the CFTC i tb up rv1 ory 

g ncy (i.e. primary regulator) for the e two organization ·. Both of the organization ar 
nl.ral counterparti r gi ter d wi th th CFfC a d rivative cl aring organizati n , and ar 

aJ r ferr d to a y t mically Important D rivativ Clearing Organization r ID O . 
B au. of th d ignation by SO und r Title 1 th . e entitie ar v r. en by th FTC with 
th inv Iv m nt of the d ral Re ·erv Board. 

Th FMU Committ e ngage in an on-going annual r - valuation pr c . to con. id r 
whether any additi naJ FM hould be con ' idered for de ,-ignation and whetber FMU 
current'Jy de ignated hould continu to be. The FMU Committee ha mo t recently conducted a 
, erie of inter-agency ducational and discussion ses.sion on parti ular pect of ri k 
management of clearing organizations, including clearinghouse ri ks and tre · to fman iaJ 
marke . The e cliscu ' ·ions have included i sue such as d faull management, liquidity ri k 
clearable _produ ts, and bank affiliate participation inFMUs, among other topi , and were 
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coordinated with the Sy temic Ri k and Regulatory and Resolution Commin e . The FMU 
Commin likely will b i. . uing a report in on th e discussions b for y ar end 20 L6. 

Tb FMU Committee has re pan ibi)jty for planning po ible CCP tabletop erci e 
acr publi aad private takeh lders on market ·tre c nario in th derivativ market . 
Ther i a . ignificant amount f ngoing work in this area and th FT r pr entati e · work to 
.nsur that th FMU mmjtte work doe not duplicate oth r ngoing initiati or put a 

. train on ar e Ff r 

Whil oth r future w rk of the FM ommittee remain ubje t t di ·cu i n, a.man th 
top.i being di cu ·ed ar wheth r additional educational ses ·i n would b u ful and p . ibl 
work on th interconn ction among variou clearing and paym nt rganizati n •. 

Main taff contact: arah Jo eplron (x56 4) 

Nonbank Financial Companies Designations Committee 

The onbank Financial Companies Desiguations Committee is responsible for 
monitoring companie and organization that meet the metric standards e tablished by FSOC and 
for making recommendation to FSOC Deputies and Principals as to wbich of tho e non-bank 
financial organizations shouJd be designated as systemically important. Following the work 
conducted by the on.bank Designations Committe.e, the companies currently designated as 
sy temically important are: 

• American International Group, Int. 
• Prudential Financial Inc. 
• MetLife Inc. (currently in Utigation) 

The onbank De ignatious Committee also is responsible for conducting the annual r -
valuation of pr iou. ly d ignated non bank financial cornpani s reqaired und r the Dodd­
rank Act to determine wheth r these companies should remain designated. Thi 0111IIUtte 

conducted the pr paratory tudie for de-designation of General lectric Capital Inc. which wa 
v t don earlier thi year by Principal ·. 

Additionally O Prin ipal r D puties may dire t th onban.k D ignalions 
C mmin t pu.r ue a tivitie nduct d by a large number of mark t participant rath r than 
pecific cornpanje . Ba ed on w rk conducted by the Nonbank. D ignation om.min . F QC 

pr vi u ly mad rec mm ndati n to the concerning ( dditi nal condition to pre 
mon y market mutual fund from experi n ing the kind of run. exp rienced during th financial 
cri i . 

urrently after a l ngthy investigation into two ass t managem nt companie , FSO 
PrincjpaJs determin d that, rather than focus on individual a s t manag r , taff hould inquire 
into acti itie that are common to many entities across the a set management indu try. A a 
re ult, the cmrnnt inquiry under the Nonbank Designations Committee i focu ed hedge fund 
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that are ignificant u er ofleverage. The Committee established a Hedge Fund Working Group 
HFWG) to analyz the xtent to which the practices of certain large hedg fund pre nt a 

p tential sy temi threat to the financial stability of th financial y tern. In addition ro looking 
at e i ting data, th HFWG will make recommendation. to Principal on improvement to 
exi ing data that w ttld impr ve it ability to monitor h dge fund and det rmin the level f 
ri k pr ent d by th ir activitie in th futur . 

Additioaally, the onbank D ignation ommitt e i doing w rk t updac rh m nic 
u ed to er n compani for the ommitt e monitoring Ii t to determin i wheth r tbe 
e i ting metric · are till appr priate. 

Maio taff c nta t u an Milli.gan (x5981) generally- Scott Mix n 5771) for Hed e und 
Workino Group 

Regulation and Resolution Committee 

The Regulation and Recovery Committee bas several area of re ponsibilities: 
• monitoring dom - tic and international financial regulatory propo als and de elopments, 

while erving as a forum for information sharing and coordination among Council 
member regarding domestic financial services policy development; 

• making recommendations regarding general supervisory piioritie and principles 
including with respect to heightened prudential standard for nonbank :financial 
companies and large interconnected bank holding companies· and 

• monitoring and making recommendations regarding resolution plan requirement for 
banks, designated nonbanks, and clearing organizations. including implement the orderly 
liquidation autbmity under Title II of the Dodd-Frank Act. 

The Committee ha · ·erved as a forum for briefings by the member agencies on numerous 
topics particularly the development and implementation of variou capital and Liquidity 
mea ure inducting the upplementary leverage ratio (SLR). CFTC taff ba made pre entation 
to th Committe about th impact of SLR on the clearing iodu try and potential future impact 
on re-s Jution of cl aring members. 

Tb ommittee al o ha b n involved in a serie of roundtabJe on recovery and 
re ·olution of clearing organizations. 

Main aff nta r : 
Robbin ( 5 13 for 

u an Milligan 5981) generally; Bob Wa erman 
P r luti a i ue . 

Sy temic Ri k Committee 

5092 and Kir t n 

he purpo e f the Sy temic Ri k Committee SRC) i · to upport F O in identifying 

n to and in re p nding to emerging threat to the stability of the U .. financial ystem both 

from domestic and int mational ·omce, . The SR 's focu is on monito1ing and anaJyzing 

even ., development. and trends in the financial markets with a view to a .. es ing potential ri . ks 
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and emerging threat to f10ancia1 tability. Recent examples of i ues di cus ed in monthly 

meeting of the SRC in.dude: 

• Market d velopment r lated to D utsch Bank; 
• Broad di: cu ion of the ffect · of the prolong d low interest rat nvironm nt on 

finan ial mark t and in . titutions; 
• D ve.l pm nt · in m n y mark t mutuaJ funds foll.owing sp cific r fom, ; 
• D lopment in th r po market; 
• Di cu ion of rp rat and public p nsions and r lat d p t ntiaJ financial . tability 1i k · 
• Di cu ion on ffect of th Br xit vot on financial market ; 
• pdat on Hou ing Finance Reform· and 
• Updat on Ref rence Rate Reform. 

Whil ·ome of the i su s may be one-time events, many will require ongoing 
monitorin0 to inform Deputies and Principals of potential threat t th financial ·y tem. 

Main staff contact: Sayee Srinivasan (x5309) 

Data Committee 

The Data Committee is less active than the other coJ.nmittees but provides an important 
forum for identifying ource of data data gaps! and data integration need to upport the 
Council and it members. The Data Committee facilitates data standardization, as well as 
inf orrnation haring and coordination among member organizations on data related matter . 
Discus ion · at the Data Committee upport the Collilcil in providing direc6on to the OFR, and 
OFR ia implementing the Council' objectives. 

The Committee has been involved in a se1ies of Regu]atory Data Workshop which have 
erved to identify i ue. of interest to the member agencies. Most recently the Committee ha 

engaged in discu ion of data gov rnance and how data belonging to agencie and companies 
bould be treated. Other topi include data nomenclature, data conv ntion and id ntifi r 
uch I gal otity identifi r (LEI) and unique tran a tion identifi r (UTI). A part of it work to 

facilitate data haring, th mmittee ha identifi d exi. ting bi lat ral MO · among ag n i . in 
order to identify common lem uts. Thi has led to a legal work tr am to identify xi ·ting 
MOU and p t ntiall impJify fulure document . 

Th ommitt al o d v I p d an Lnt ragency Data Lnventory a catalogu of o r 00 
data t , whkb now re ide n OFR websit and i available to tb public. Tb mmitte 
update the catalogue annually. 

Main taff c n a t: ,ini Bangarbale (x53 l5) 
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Annual Report 

FSO i r quired by tatut to produce an Annual Repo1t wbjch addres e the followfog: 

• F QC activitie ; 
• ignificant financial and regulatory development. and an a e. ment tho 

dev lopmenl on th stabiJity of the financial y tern; 
• potential m rgino threat t th financial tabj]jty of th U . .-
• all de ignati n · of non-bank finan ial companies and FM ·, and th ba i for . uch 

det nni.nati n · 
• all r mm ndation mad to re olve dispute r garding up rvi ory authority b twe n 

m mb r ag nci · and 
• r comm ndation : 

o to nhance the int grity, fficiency, comp titiven , and tability of th 
financial markets· 

o to promote market dis ipline · and 
o to maintain investor confidence. 

The drafting proce for the Annual Report typically begin .in early January. FSOC ' taff 
typically initiate and writes the initial drafts and seek input regarding particular ections from 
the taff Member Agencie . Tbe process generally involve broad participation aero 
Conuni ion taff to provide comments across the entire rep011 but particularly focused oil any 
analysi of clearing and derivatives markets. FSOC collects comments and manages any 
disagreement among in the drafting process , which often involve extended negotiation among 
agencies. Ultimately the Annual Report is considered and approved by the Principal in late 
Spring and publi bed around mid-year. 
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U.S. COMMODITY FUTURES TRADING COMMISSION 
Three Lafayette Centre 

1155 21st Street, NW, Washington, DC 20581 
Telephone: (202) 418-5120 
Facsimile: (202) 418-5524 

W\'1'}1 ' , tftt•.go V 

Office of General Counsel 

TO: 

FROM: 

RE: 

Agen y Re iew T am 

Jonalban L. Marcu 
Gen ral Coun I 

CONFIDENTIAL 

Pre idential Election Transition Issues 

Memorandum 

Question · have been posed about the possible impact of the upcoming presidential 

election on the Cammi sion s operations. The e questions focus on how a vacancy in the 

position of the Chainnan would be handled in a variety of circumstance . ru; di cu sed below, 

the answer to the e que tions turn on Commodity Exchange Act CEA) Section _(a (2)(B) 

which addre e the election and tenure of the Chairman and CFTC Rule 140.13 which 

addre e the s lection and t nm of an Acting Chairman. 

In th pa L Chairmen hav re igned after pr sidential ele tion parti ularly wh n the 

n w Pre. ident i of a diff rent party from the current Chairman. 1 o while th Pr . ident ha th 

legal authority to terminale a Chairman at will ,2 the que tion of h w a Chairman could be 

1 When Pre ident R agan wa elected, hainnan Stone resigned. When Pr id nt hnton wa 
Ject d, Chairman Gramm re igned. When President Ge rcre W. Buh was elect d hairman 

Rainer re igned. Wh n President Obama was elected, Acting Chairman Lukken re igned. 

2 CEA ction 2(a)(2 (B pro ides that [t]he Presjdent shall appoint, by and with th advice and 
consent of the Senate, a member of the Comm is. ion as Chairman, who hall serve as Chairman 
at the plea ure of the President. ' 
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terminated at wm by a new President has not arisen. 

When a Cbainnan vacan y ccurs - by resjgnation at-will termination, expiration, or 

otherwi - an Acting hairman i elected to serve until an w Chairman ha b en confirmed 

and taken offic . 17 .R. § 140.13 (2016). 4 Only ' jtLing Com.mi ioa r · ar Ligibl t rv 

a Acting h innan. If th Pre ident nominates a cun-ent to rv the 

Cbail.man, that C 

that Commi 

ornes the Acting Chairman until th nat confirm. or r j cts 

erv a he hairman. Otherwis , th ommi ioner vot for n 

th ir own t er ea the A ting Chainnan. As the rule indicate the A ting Chairman ha · the 

authority to e erci e all e ecutive and administrative function that the Chairman ha under th 

CEA. 

Often in the past when a Chairman bas resigned, that per on al o re igned as a 

Cammi sioner.5 However, when Chairman Stone resigned as the Chairman in 1981, he did not 

resign as a Commi ioner. Because be remained as a Commissioner be would ba e been 

3 When the Pre. ident did not nominate Chairman Gensler to a second term as a Cammi sioner, 
Chairman Gensler' term as Chairman expired when his term as a Com.mis ioner expired. 

4 The rule pro ide that-

l any tim that a vacancy exists in the positi a of Chairman f th 
mmi i nth r maining m mbers of th Com mi ion hall ele ta memb rt 

erv a a ting Chairman who ball ex rcis the executjv and admini trati 
fun tion of th mmi ion that would oth rwise b xer i d by a hairman iJ1 

ace rdance with · ction 2(a (6) of the ComrnodHy Exchang ct as amend d 
until a n hairman ha b n appointed by th Pre id nt and confirm d by lh 

nate: Pro, ided, however, That if the Pre ident shall appoint a n w bairmau 
from am n the exi ting member of the ommi ion, that mmi ioner hall 
erve acting Chairman for th se purposes unti'I ucb tim as hi appoinnnent as 

Chairman h been confinned or rejected by the Senat . 

5 ection 2(a)(2 (B authoriz one per on to erve both as a Chairman and a a Cammi ioner at 
the am time, but it doe not require that person leave thos offices at the ame time. 

2 



eligible to vote on the elect1on of an Acting C.haim1an under Rule 140.13. A it turned out, that 

vote oever L ok pla e becau ·e his resignation as Chairman wa. ontin eat oa Lhe oat 

c nfim1ation f hj ucce or as Chairman Phillip McBride John on. o there wa n need to 

I t an ting Chairman b cau · Chairman ton r main d in ffic a a ar tak r Chairman 

during that pre id ntial tran jti n. 

To protect lh continuity of th Om.JUL ion ' op ration vote under Rul 140.l 111 

practi hav taken plac bef r the re..igning hairman ha: I ft ffic inc mo t r igning 

Cbairm n ha e n l remained in office on a caretaker ba is. When ucb a le occur ·, the 

re igning Chairman doe not vote except when the resigning Chairman plan to remain a a 

Commissioner. 6 

6 When it became appar nt that Chairman Gensler would not erve a econd term a a 
Cammi ioner th ommi ion elected Commissioner W rjen to erve as Acting Chairman 
hortly befor hafrman Gensler tenn e pired. hairman Gen ler did not participat in that 

election. Cammi ioner Wetjen' tenn as Acting Chairman ended when Timotb Mas ad took 
office a Chairman. 
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U.S. COMMODITY FUTURES TRADING COMMISSION 
Three Lafayette Centre 

1155 21st Street, NW, Washington, DC 20581 
Telephone: (202) 418-5120 
Facsimile: (202) 418-5524 

W\'1'}1 ' , tftt•.go V 

Office of General Counsel 

TO: 

FROM: 

RE: 

CONFIDENTIAL 

Agen y Re iew T am 

Jonalban L. Marcu 
Gen ral Coun I 

0 erview of Commission Operations 

Memorandum 

Thi memarandumhighligbts the processes and authoritie for the conduct of official 

busines by the Cammi sian and its staff under the Commodity Exchange Act (CEA) and th 

Commission's rule _ 

Authority of the Chairman an.cl the Commission 

CEA § 2 a (2) A establi he Lhe CFIC as a five-memb r independenl agency of th 

federal gov mment. CEA§ 2(a)(2) B) funber provides that the ha innan i. the omrni sion 's 

hj f admini trativ fficer and pre id s at hearings before th Cammi ion. CEA 2(a (6) in 

tum, d fin . and deline t th auth rity of the Chairman and the omm1, n. 

E 2(a 6) e tabli be ' tJ1at the Chairman xerci th Offilnj ion e cuti and 

admi nj trati fun n. , in luding th app intm nt and ·upervi ion of p r onn 1, rh 

function ar r rv d olely to tbe hainnao. 
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The Chainnan authority is subject to the general policie , budget, plan and prioritie 

as e ·tablished and appro ed by the Commission . This authority is al o ubject to the 

ommt ton regulatory deci ion find ing , and detern1ination . The hairman i furth r 

auth rized by :E 2 a) 6)(F) t d l gat , as appropriate hi , ex uti v and admini trati 

fun ti 

ppointm nt of th h ad of major administrativ unit ar ·ubj t to Commj ion 

appr val under C A · 2(a)(6)( . p cial provi ion are al o mad for th Gen ral Coun I and 

th Executi e Director under CEA§. 2(a)(4) and (5). Both the Executi e Dire tor and the 

General Coun l are appomted by the Commission and erve at the plea ore of the Commi 
. J 
10D.. 

Under CEA § 2 a (6)(A) the Chairman has sole authority over the u e and expenditure of 

fund , according to the budget categ01ies, plans, programs, and priorities that the Com.mi ion 

has establi heel and approved. Each year, by late summer, the Com.mi ion formulates a budget 

propo al which i forwarded for review by the Office of Management and Budget m the early 

fall. The Com.mi sion i notified of 0MB 's 'pass back' deci ion by late fall. The Pre ident in 

turn submit the OMB-approved proposal to Congress as a component of his go emment-wide 

budget propo al by early February. The Chairman testifie · in support of the budget propo ·al 

b fore th appropriari n com.mjttee · Congress. 

Whit the Com.mi i n ha ' reserved authority tor vi · bud0 t estimat and to det nnin 

th di tribution of appr priat d fund according to major progr. m and purpo und r CE 

1 AdditionaJly, the 1n pector Gen ral Act of 1978 JG Act") a amend d by D dd-Frank 
pr vid that th In pector General r ports to the entir C mmi ion. 5 U ... App ndix 
Inspector GeneraJ ct of 1978 §8G am nded by Dodd-Frank Act Pub. L. 111-20 , 124 Stat. 
1945 2010). The IG Act giv ~ the In pector General the authoiity to hire nee ary per onnel 
IO Acr s6(a)(7 and to ubn,jt to the Commission an annual budget reque t. Id. at 6)(t). 
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§ 2 a) 6) E) the Chainnan as a matter of practice oversees staff pend plan for the expenditure 

of appropriated fnnds. 

Und r the Dodd-Frank Act, the hairman of the mmi · i n i am mb r f the 

inaa tability O r ' ight CounciJ. Th Chairman ha. • o duty to con ·ult with th 

mmi ·1 ner on uch matt r und r the D dd-Frank Act r the A. 

ommission Action 

Quorum and oting ar th s ential J m nt of ommi sion action. Whil CEA 

§ 2 a (2 establi be the Commi sion as a five-memb r agency, CEA . 2(a ( pecifie that a 

vacancy in the Commi ion does not impair the right of the remaining Comtnis ioner to 

exercise all right · of the Commission. Under this authority, the Commis ·ion ha conducted 

busine with a quorum of as few as two Commissioners on several occasion . Commission 

a tion oc urs by a ote of the majority of the quorum. FTC v. Flotill Prods. , Inc. 389 .S. 179, 

183-84 (1967). 

Commi ion action takes place in two ways - at public meeting or by eriatim 

consideration. The conduct of public meetings is governed by the Commi sion s Part 147 rules 

which implement the requirements of the Government in the Sunshine ct. Meeting are held 

pur uant to public notice made at lea tone w ek in advanc , In recent year , th ommi . ion 

ha h d publi me ting Lo on ider rul making. impl m nting th D dd-Frank Act and related 

matter . The ommi ion al o h ld clo ed m ting wh n it receive confidential urv illan 

and/or en£ rcement briefing fr m th taff, as permitted under the unshin ct and Part 147.2 

Agenda it m at publi meeting ar con ·.ider d by the Commi ion often by motion 

mad by one of the Commjssioners. Each item typically includ a taff m morandum 

2 In recent year the Cammi ion has been holding regular Friday meeting on urveillance 
matters. 
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explaining the proposal under consideration. The rule of procedure set forth in Robert's Rules 

of Order are u ed when point · of parliamentary procedure arise during meeting . 

When r th Chaim1an i of th opinion that joint del.iberati n among the 

unnec ary but is f th vi w that a matter hould b ol d on lh matt r 

f by ir ulation of th rel vant material . 3 Thi i kn wn eriatim 

consideration and i auth rized by RuJe 140.12. Only th hainnan can initiat uch 

con id rati n. 

Under the ·eriatim pr ces ·, once th Chairman ha determined that u h con ideration i 

appropriate the rel vant materials are circulated to each Com:mis ion.er unle the 

Cammi sioner is una ailable or has deteonined not to participate in the matter. Rele ant 

materials u ually -include a staff memo with a draft of the matter under consideration. A written 

record of the ote of each participating Commissioner is reported to the Secretariat. A 

substantial amount of the Commission's business is conducted by seriatim consideration 

including mlemakings adjudicatory opinion SRO and NFA rule approval and enforcement­

related matter .4 Howe er any Cammi sioner may reque t that any matter circulated for 

seriatim consideration be withdrawn from circulation and scheduled in tead for con ·ideration at 

a public meeting. 

When it i not ~ a ible to onv ne a quorum of the Commi. ·· ion m rg ncy acti 11 by th 

enior om.mi ioner availabl i auth riz d by Rul 140.11. Und r thi rar ly u d pr cedur , 

3 I no deliberation among Commi ioner i involved the Commis ioner may al o me t to 
receive a bri fing by taff. For many years, the ommi. ion has held weekly meeting with 
divi ion direc or • mor taff') to receive update on bu ine s within each divi ion. 

4 When adopting tandard originating from international group -, uch a IO CO, Commi ion 
approval i needed. Commis ion approval in this context is sought via eriatim and reflected by 
an ab 'enc of objection by a majority of Commissioners. 
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the emergency action mu t be reported promptly to the Corn mi sion and i ubject to 

Commi ion revj w. 

Staff Action 

· m nti ned ab v . th Chairman is authoriz d to a ign x cuti or admini trativ 

function to the omm1 100 taff. Und r thi authority the taff i organized in divi ion and 

office· wh re much of the day-to-day implementation of the omm1 10n JnJ jon ccur . 

Wh n taff act pursuant to th bainnan dir ction, an "ab ent objection' proc 

often empl yed. Thi ref; r to an informational circulation to th Cammi ion. Allh ugh 

conducted through the Office of the Secretariat it does not call for a Cammi ion vote. It i 

intended to keep the Commissioners apprised of staff action that has been conducted under the 

Chairman' authority. Under this process, the Chairman may choose to respect the objections of 

Commi sioners and decline to issue the staff action. 

Staff action also occurs under authority specifically delegated by the Commis ion. See, 

e.g. Rule 140.14 140.20, 140.72 - 140.97. The staffs issuance of no-a tion letter. 

interpretati e lette~ and e emptive letters is authorized by Rule 140.99. The is uance of a letter 

i ' entirely within the djscretion of the staff. Each type of letter differs in terms of cope and 

effe t. 

A n -action Jett r i a w1itt n tatement is ued by th taff that it will not r ommend 

enfor m n action to th Com.mi , i n for a failur to comply with p ifi pro i ion of th 

Act, or fa mmi ·i n rule, regulation or ord r. No-action 1 tter. are bindin° only n th 

i-. uing Di i ion or the Offic of G neral Counsel, and not th Cammi ion or ther Cammi ion 

staff. The e I tters only apply to the pe ific .ituation and person addre ed in them . o thfrd 

parti may not rely on them. See Rule 140.99(a)(2). 
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An exemptive letter may be i ued only when the Cornmis ion it e]fna exemptive 

authority and i i ued by the staff under authority dele.gat d by the Commi · ·ion. The e Jett rs 

grant reli f fr m the applicability fa pecific provision of the A t, or of a om.mi j n ruJe 

r gulati n or ord r. 

mptive l tter bind th ommi si n and th taff only r the reli f p cifically 

pr vided in th I tter. Third partie may not r Jy on them. See Rul 140.99 a) l . TypicaJly, 

e emptiv len r r ta.in th ommis. ion anti-fraud and anti-manipulation authority. 

An inlerpretative letter is writt n advice or guidanc is, ued by th taff. While 

interpretative letter bind only the issuing division or office, third partie may rely on them. See 

Rule 140.99(a (3). 
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Draft 

- - --

* 

* 

CATEGORY/ITEM STATUS 

RULEMAKINGS 
Parts l and 9 revisions to include SEFs and minor changes 

taff i con ·id ring recomm nding t the mmi sion propos d rule ch ng s to 
part. d part rut . w uld int grat xisti ng advisory 
buidan e, whil the pr p d pai1 9 ruJ uld incorporate SEP and updat 

urr ntly applicabl t D M . 

Part 49 ldemnification 

The FAST Act repealed CEA 21 d)(2), add d to the CEA by Dodd-Frank 728, which 
provided that dome ti and foreign regulator that are otherwise eligible to, and that 
do, reque t data from an SDR (collectively Regulator ) agree to indemnify the SDR 
and the CFfC for expen e re ulting from litigation relating to the information 
provided. When con idered in lioht of th CFTC's current regulations addressing 
Regulators ' acces to SDR data, the removal of the indemnification requirement 
pre .. ents a number of i . ue, , primarily related to the scope of Regulators' access to 
SDR data, and maintaining the confidentiality of such data consistent with CEA 8. The 
Com.mis ion plan to addre s these i ue in a notice of proposed rulernaking (NPRM) 
that revi e the current approach to Regulators' access to SDRs' swap data and set 
forth more information regarding the confidentiality agreement that .i s required by CEA 
2 l(d). 

• Pro i ion of docum nt to the 9th floor for 
circuJation: ovemb r 14, 2016. 

• Provision of document to the 9°1 floor for 
circulation: ovember 15, 2016. 

* Part 49 Clean-Up (Validation, Rejection, Data Accuracy) 

raff i con id ring r om.mending to th Commi. ion propo ed rule change, to pat1 
49. Th prop d part 49 rul would integrate xi ting ' taff guidan e, clarify and 
amend err in pr vi ion and intr duce additi nal requirem nts for wap data • Pro i ion of docum nt to th 9th floor for 
r po ·itori . pe ifi ally. th pr p ed pa11 49 rule change would addres ambiguitie · ' circulation: RM - Decemb r 2016 
and fill gap. in the exi. ting languag f th ommi. Lion . r gulat ion concerning 
ex.i ting bligation f r DR t a cept and c nfirm data accuracy. 

Part 37 revisions to codify no-action relief 

Staff i propo ing rul change to part 37. The proposed part 37 rules would codify 
exi . Ling no-action relief r lated to block. , error trades and confirmation. ; and clarify 

* Denotes mz nified Agenda item 

I • Provision of document to the 9°1 floor for 
circulation: December 2016 
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CATEGORY/ITEM STATUS 

and amend certain provi ion relating to requir ments for . wap execution facilit ie . 

-, 

* Part 37 - MAT 

The omm dity Futur Trading mmjs ' i.on") i pr p ing t am nd 
ii r gul ti 11 pur. uant t whi ha wap i. d Lennin d to hav been made "ava il able to 
trade" on a w p xecuti n fa il.ity (" E ") or de ignated contract market ("D M") t r 
purp e · f th trade ution r quir meat in ction 2(h)( ) of the Comm dity 
Exchange Act " EA" r "ACT"). The propo ed amendment. arejnt oded to impro e 
the proce , and metho<lol gy f r determu ·ng whether a ·wap is made avai labl.e t 
trad . A apn of the propo d amendm nts th Commiss.ion is propo ing to 
consolidate the made available to trade regulations in a new part 36 of title l 7 of the 
Code of Federal Regulation . 

• Currently. there are certain i ue still in 
di. cu ion. 

• Provi ion f document to the 9th no r for 
circulation: 0 t ber 25. 2016 

• NPRM publication i expe ted in January 
20 17. 

-------------------------------------------------- ------------------------~ 

t 
! 
I 
I 
i 
I 
i 
I u 

Part 40 Clean-up 

OMO i con idering whether to proceed with a proposed NPRM which would modify 
the Commi sion' Part 40 regulations and its requirements regarding the prncedures for 
the ubmi ion and review of new ruJe , contracts and amendments thereto by 
registered entities. The NPRM would among other things, revise Part 40 by: (1) 
aligning the requirements of Regulation 40.6(c)(4) regarding the Commission 
obj ction to self-certified rule submissions with the statutory requirement of CEA 
Section 5c c ( )(B (ii), and 2) e tabli hing clearer tandards regarding the adequacy 
of explanation accornpanyiug rule, contract, and amendment submissions. 

Position Limits Update for Security Futures Products 

DMO i c n idering whed1er to pr c ed with an NPRM to update the rul regard ing I 

• 

p cu l. tiv p . ili n ti.mi ~ r curity futures pr duct c .ntrun d in part 4 t .25(a)(3 of 
the omrnj ·:ion rul . The e rule w r adopted in 2002 and were d velop d based on 

1 
I v ls b, erv d for option. Ii t d for trading n national . ecuriti.es ex hange, . Ov r • 
time the limit ' for pti n ha b n expand d t the point where limit for ·ecm ity j 
future are ignifi antly lower than anal g u limit in th opti n mark t . I 

2 

Provi ion of document to the 9th floor for 
circulation: NPRM- June 2017 

Pro i ion of docum nt to the 9th Door for 
circulation: RM - 2"d qua11 r f 2017 
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CATEGORY/ITEM I STATUS 

* 
Governance and the Mitigation of Conflicts of Interest at DCMs and 
SEFs 

ill 
Th mm1 1 n pr p d r quir m nt t implement th foll wing sections of rhe 
D dd- rank Wall tr et R form and on umer Pr tection Act ins far a th y p rta 
to conflict of inter 'l aovernanc , and fitne s: s ction 726 (Rul making on onfli ct 
f Intere t · se ti n 72 c) and d (D O r P1inciple and on fl ict.· f In ter st) , 

er ·ection 735 b (D M r Principl )· and · cti n 733 ( Core Principle ' ). Aft 
re i ing public omm nt and following certain chang in U.S. and internationa l 
upervi ory tandard the Commi ion proceeded to propose and adopt G vernance 

and Conflict of lnt r t tandard for DCO in as pa.rate rul making. In light of th 
development, the Cammi ion will i ue a new proposed rulemaking which will: ( 
Apply t DCMs and SE alone· and (2) take into a count domestic and intemation 
market developments ince the publication of the original proposed rulernaking. Th 
title of this rule has been updated accordingly to reflect the focus going forward OD 

I 

1) 
aJ 
e 

DCMs and SEFs. 
------------------------- ,. ___ 

Ownership and Control Reporting 

[L ____ _ 
! * ! 
I 

n 
Position Limits for Commodity Derivatives Contracts 

The Commi ion proposed amendment to the Commi sion's po ·ition lirnits regime 
including a ociated reporting rule . taff i prepaiing a Supplemental otic of 
Propo ·ed Rul makino to allov d ignat d contract market (DCM) and swap 

' 

t 
I 
I 

I 

e, curi n fa iliti F) t pr c . reque. t f re mption. from posici n limitl for. 
1 

• 

• 

• 

(i) B na fi I hed not num rat d under th d finiti 11 f r bona fid hedg ino 1 • 

p ition pr po ed in Dec mb r 20 I ; ii tran acti n. normally known to the trad a 1 

Provi ion of document to the 9th floor for 
circulation: TBD 

Provision of document to the 9 th floor for 
circulation: TBD 

The r prop , al wa. published on D ember 
0 20L6. 

Tbe c mment period clo e 
2017. 

n ebruary 2 , 

1 1 
pread " and (iii anti ipat ry b na fid hedging p iti n •. ! ri·· ·c:~·;;·P-;i~ciple 9 -~~d·B-l~~k-T r~d-i~g·--- ---·-·- -·-·- - ....... _., ...... _ ...... ----·-•-·-·------•.-------------------1 

taff i · re ommending that the om.rnjssion propo e new rules concemLng all aspect 
___ f centra li zed m~ket tradin° on DCM , bl.9 k tradin in future~ and o ti ons, and 

3 

• Pro i ion of document to the 9 th floor for 
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0 

I CATEGORY/ITEM I STATUS 

EDRP . Among other thing th propo ed rul s would limit b lock trading to a 
pec.ified percentage of A rage DajJy Volume of futures and of options on fu tures 

contract. Li. t d by a D M. 

Automated Trading 

On D cember 17 2015 the omnti i n publi hed a notic of prop ed rulemaking 
(" RM ) Lilied 'Regulali n Automat d Tradjno. Regulation Automated Trading 
pr p e · a eri of ri. k c ntrol tran parency mea. ures and other safeguards to 
nbanc the r gulat ry r gime f r aut mated trading on U. . de ignat d c ntra t 

markets. The initial comment p riod wa op n through March 16 20 16, and was re­
opened from June 10 thr u~h June 24 20] 6. fter evaluating all comments received, 
the Cammi . ion i now con idering publishing a . upplemental NPRM to incorporate 
comment and make certain amendment to its proposal. 

4 

I 

circulation: TBD 

• Pro i ion of document to the 9th floor for 
circulation: TBD 
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I CATEGORY/ITEM I STATUS SPECIAL NOTES 

REGISTRATIO 

l SEF 

EBS Global Facility, Ltd. 
(EGFL) 

Ledger X 

DCMs 

American Gas Exchange, LLC 

Official receipt: 05/ 16/20 l 6 

Application stayed: 09/21/2016 

l Provision expected to the Commission 
I for circuJation: March 2017 

i Official receipt: 09/30/2014 
: Provision expected to the Commission 
· for circulation: March 2017 

Official rec ipt: 09/20/2016 

180-day re iew period ends: 
0 /l 9/2017 

Pro i ion expected to the Commi ·ion 
for circulation: Late March 20 l 7 

5 

• l · ·u ' appJicabl t th ' ta includ : 

ack of O £ r : unable t pr id 
inf rmation/an. wer que tion 

- StiU de eloping y tern 

Parent company (ICAP) i selling off a number of 
its interests to TP. EGFL is expected to resubmit 
document when tran fer i complete (mid­
January 2017). 

• Projected date to the Commis ion ubject to staff 
receiving outstanding information. 

• Has also applied to be a DCO. 
. . 
' . 

• Application wa withdrawn n 05/L3/2016 due to lack i 
of funding. 

• Applicant ha indicated that they will reapply. 

• 
7 

pp lication curs ntJy h an out randing i ·u around 
xhibit V Le hn I gy nc m ). 

• Market mplian e taff i w rking t ba ere olved. 
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i 
i 
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I 
I 
! 
I 

l 
i 
I 
l 

CATEGORY/ITEM I STATUS I SPECIAL NOTES 

BCause LLC 

Bitnomial Exchange, LLC 

Aqua-Index Exchange, LLC 

GFI Futures Exchange, LLC 

· Official receipt: 09/15/20 I 6 

180-da s review period ends: 
03/15/2017 

I 

Provi ion expe ted to the Commi sion 
for irculation: Mid-Marcb 2017 

' Official receipt: 09/30/2016 

180-da s review period ends: 
03/29/2017 

Provision expected to the Commission 
for circulation: Late March 2017 

Official receipt: 08/10/2015 

Application stayed: 02/08/2015 

Official receipt: 03/19/2013 

Application stayed: 09/16/2013 

6 

. 

• AppUcatioa will b stayed in early January 2017 due 
to the ·~ llo ing i ue : 
- Lack of clearing agv ment 
- Trading and . urv illanc y l m 
- Fundin i. u . 

• Applicati n i ·ubj ct t a p ible tay in M.id-
January 20 17 du to lh foJlowing is u 
- Lack of clearing agreement 

[n-hou urveillance 
• A letter ·taying the revie ha been prepared. 

• The application wa. tayed due to the foUowing i ue: 
- Lack of financing 

i . Tbe application was . rayed due to the following 
issues: ~ 

i 
i 
1 
! 
! • 
i 
! 
i 
l 

Staff ha a number of out tanding que ti n. to 
which re ·ponse ba e not been provided. 
GFl i · cun-ently focu ed n iL F and i not 
workina on the DCM application. 

taff r ached out in o ember 20 l6 co ut id 
coun land wa advi ed that GFI intend to pr vid 
it out randing appli ati n mat 1ial m rime in th 
futur . 
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I\.) 
I\.) 
0) 

0 

I. 

2. I 
3. 

4. 

5. 

6. 

7. 

8. 

9. 
i 

lO. 

11. 

12. 

13. 

CATEGORY/ITEM STATUS 

FBOTS 

In Priority eque11ce 

ICE Endex (Amsterdam) 

Eurex Zurich AG 

European Energy Exchange (EEX) 

Dubai Mercantile Exchange (DME) 

Mercado Mexicano de Derivados S.A. de C.V. 
(MexDer) 

Nasdaq Oslo ASA 

Australia Securities Exchange (ASX24) 

Osaka Securities Exchange (OSE) 

ICE Futures Singapore 

Euronext Brussels 

Euronext Amsterdam 

Euronext Paris 

Moscow Exchange 

Date of (ipplitation 

,~ 

05/06/201 4 

04/0 1/2014 

08/07/2012 

08/16/2012 

08/20/20 l2 

08/20/2012 

08/16/2012 

08/16/2012 

04/23/2015 

08/20/201 2 

08/17/20 12 

08/17/2012 

7 

~ 

Date A11ticipaJed Memo 
in Circ11lation to the 

C omm,ssron 

D mb 2016 

January 2017 

January 2017 

January 2017 

January 20 17 

January 20 17 

February 201 7 

March 2017 

March 20 17 

May 2017 

May 2017 

May 2017 

I 
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0 

CATEGORY/ITEM STATUS 

-

·-

COMPLIANCE 

RERs 

ra e rac ce NYX T d P ti Surveillance Rule Enforcement 
Review 

CME, ICE Futures U.S., MGEX, and CBOE Futures 
Horizontal EFRP Rule Enforcement Review 

OneChicago Trade Practice Surveillance Rule 
Enforcement Review --

_.._. 

~ 

-~ 

~ 
~ 

j 

LJ 

SSEs 
ICE Futures U.S. and Trade Vault 2016 System 
Safeguards Exam 

MGEX System Safeguards Exam 

Nadex DCM System Safeguards Exam 

Bloomberg SOR System Safeguards Exam 

DOR System Safeguards Exam 

OneChicago System Safeguards Exam 

BGC/Cantor System Safeguards Exam 

CME System Safeguards Exam 

ICE Futures U.S., Swap Trade, and Trade Vault 2017 
System Safeguards Exam 

1· Provision expected to th Commi ion for circulation: Lat Mar h 
2017 

• Revi wb ganD mb r 20 16. 

• Provision e pccted to the Commi ion for circulation: I 51 quart r f 
20 17 

• Review expected to begin in the 1 112nd quart r of 2017 . 

• Provision expected to the Commission for circulation: January 2017 

• Provision expected to the Commission for circulation: March 2017 

• Provision expected to the Commission for circulation: March 2017 

• Provision expected to the Commission for circulation: April 2017 

• Provision expected to the Commis ion for circulation: April 20 17 

• Provision expected to the Commi ion for cir ulation: May 2017 

• Provision expected to the Commjs ion for circulation: July 2017 

• Provision expected to tl1 ommis ion for circulation: ptemb r 2017 

Provision expected to the Commission for circulation: o emb r 2017 

8 
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2016/2017 DIVISION OF MARKET OVERSIGHT STRATEGIC PLAN REPORT 
As of December 19. 2016 

PART A: PEND.ING MATTERS- Projected Timeline 
- -

CATEGORY /ITEM I PROJECTED TIMELINE I SPECIAL NOTES: 
I RULEMA G I------+-~ 

Part 7 revi ion to ~-~-- - -
Part 37 - M T f J 0/25/2016 

NPRM: June 2017 
NPRM: 2nd quarter of 2017 

of lntere tat 
TBD 

TBD 
Po ition Limit for Commodity Derivatives Contracts TBD 
Core Principle 9 and Block Trading TBD 
Automated Tradin TBD 

I REGISTRATION 
SEFs Staff Recommendations f----+-------------------------+-~ ---------~ -_,_ _________________ _ _ _ 

EBS Global Facility Ltd. (Official receipr 05/16/2016) 

L dger X 

DCMs 

merican a change L (Officia l rec ipt 09/20/20 16) 

B au LLC (Offi ial r eipt 09/15/20 16) 

March 2017 

March 2017 

Staff Recommendation 

March l9 2 17 

Mid-Marc h 2017 

taffwi ll d tem1in b Jan.20/20 17 
wh ·Lhcr applicati n . hOuld be stayed 

Po ·ible stay or appli ati n 
. Jan. I /20 17) due L la k f !caring 

agreement 
Projected dates: 
I O days began: 09-16-16 
Memo to ancy: 02-01 -17 

_____ __._ _______________________ _______._ _____________ ....._· Mem to_OGC:______ 02-08-17 ·-

P,friler;:ed and Cunf1Jc111ial " Ducumcru hcu,•d cm n1/e11dur rear 
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2016 - _0/7 DMO Stmtegic Pltm Repurt-December /9, 11116 

! 

i 
i 
j 

' 
I 

I 

BitnomiaJ E change LLC (Ojficial receip1 09/30/20./6) 

Aqua-lnd haoge LLC (Officio/ receipt 08/10/2015) 

G I Futures E change LL (Official re ' eipl 03/19/2013) 

FBOTs 
ICE Endex (Amsterdam) 

Eurex Zurich AG 

European nergy Exchange (EEX) 

Dubai Mercanti.le Exchange (DME) 

Mercado Mexicano de Derivado S.A. de C.V. (MexDer) 

mgapore 
Eur n xl Bru ·el 
Euron l Am t rdam 

ur ne t Pari 

COMPLIANCE- RERst 

NYX Trade Practice urveillan e RuJe Enf r emeot Review 

ICE Future . . and Trad Vault 20 I Sy tern Safeouard · 
Exam 

Prfl'lleged and Co11fidemiul 

I 

lJm 11m,·111 /,rn,·d 1111111I, 11d,1r J•dr 

I 

agre m nt I l Projected dates: 
Late March 2017 I l80 day began: 09-30-16 

Memo I ancy: 02- 15- 17 
I MemotoOG 02-22- 17 
I Memo to 9lh floor: 03-01- J 7 
. 180 days ends: 03-29-17 

' I Application currently stay d pending 
None ' applican1 response ' 

None 
pplicalion currently stayed pending I 

aeelicant reseonse i 

December 20 l 6 
January 20 l 7 
January 2017 

January 2017 

January 2017 

Janumy 2017 

ebruary 20 17 

March 2017 

March 2017 
May 2017 

May 2017 

May 2017 

Begin December 2016 

January 20J6 
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20U1 • 2()/7 DMO Strategic Pim, Rep(}rf- December /9, 20/6 

ystem 

Horizontal EFRP Rule Enforcement Re iew ,__ __ _ 
OneChicago Trade Practice Surveillance Rule Enforcement 
Review 

RELIEF 

/J ril'/leged am/ Co11fidc11riul 

{),.,.,,,,,,.,,, hu.1<·J r>11 ntl.-nd,,r \"<dr 

Novemb r 2017 

J ·' t quarter of 20 17 

Begin l ' 112nd quarter of 2017 

3 
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2016 • 2017 DMO , trate!?ic Pion Report- December /9, 2016 Dnnm11m1 l111uJ n11 1·alrml11r _redr 

Privileged and m!fidcmial 4 
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2()/6 -101 7 D1 J Strategic Pl<m Report- Dec:ember 19, 2()/6 
Dm H111t11I hm,·tf ,m 1·11/,•11dt11 w,w· 

PART B: COMPLETED ITEMS 

DATE I CATEGORY/ITEM 
RUI..EMAKING ------

' 0"/21/2016 Trade Option Exem ti n Final Rul 
~ 06/ l /2016 Hede emption NPRM 

1 06/27/20 L6 Cl ared wap Rep rting Final Rule 
09/19_/2_0 16_ afeguard Te t ing Requirem nt · 

09/17/2017 

11/04/2016 
L2/l6/2016 

Regulatio_!l A1:!_toma.!_ed Tradi_!!g~---­
Aggregation of Positions Rulemaking_ 

------i 

Effective Date , 02/14/2017 

* 

I o 112212016 
01/22/2016 
01/22/2016 
01/22/2016 
01/22/2016 
01/2 /20 16 
0 1/22/20 16 
01/2 /2016 
01/22/2016 
01/22/2016 
0 l/22/20l 
01/22/20 [6 
01/2-12016 
01/22/2016 
01/2 /2016 

Position Limits for Commodity De1ivatives Contracts -
NPRM Reproposa] 

REGISTRATION 
SEF 

Bloomberg SEF LLC 
DWSEFLLC 
TWSEFLLC 
trueEXLLC 

Inc. 

01/22/2016 Chi ao-o Mercantile Exchan° Jnc . 

1 01/22/2016 LatAm EF LLC 
f-------'--- -- --- -----------------i 

01/22/2016 ICAP Global Derivatives Li mited 
I 05126120 .16 TeraExchan~e LLC 
; 05/26/2016 GTXSEFLLC 
I os12612016 fTSEF LLC 
I 0612112016 Clear Markets North America, Inc. 

Pnl'ilef(ed um/ ,mfttlnuw/ 5 
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20/6-1017 DMO Strategic Pltm Report - December 19, 2016 
Dm IUlll'fll '711.1·,•d ,,,, ,•11/,•11,l,ir \l'W 

I DATE I CATEGORY/ITEM -, 
; 08/23/2016 

0 /l/2016 
06/1/2016 
10/ l/2016 
10/ 1/2016 
10/ 1/2016 
10/ l/2016 
10/31/2016 

04/20/2016 
05/27/2016 

06/30/2016 

08/30/2016 ! 
! 

0912812016 I 
10/13/2016 ' 
ll/28/2016 

; 

! 

12/02/2016 

Se d SEP LLC 

DCMs 

FBOTs 

(L ED) 

COMPLIANCE - RERs/SSEs 

Trade Practice Surveillance Rule Enforcement 
Review 
MOEX Systems Safeguard Exam 
Bloomberg Systems Safeguard Exam 
NYMEX/COMEX Rule Enforcement Review 
DOR Systems Safeguard Exam 
ICE Futures U.S. Trade Practice Surveillance Rule 
Enforcement Review 

! RELIEF 
01/15/2016 
02/18/2016 
03/14/2016 
04/08/2016 
04/08/2016 
05/12/2016 

06/10/2016 

0 /04/_QI 

0 /14/2016 

10/07/2016 

11/01/2016 
11/21/2016 

1 L/28/2016 

Pririfeged ,md Cnnfidelllml 

Clerical and 

Requirement f N n-U. . 

6 
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Procedure for Interaction with the Presid.ent-elect's Transition Team 2016 

All 

We pe t m mber of the Pre ident-elect Tran iti n Team (PETT) wh ar a igned to FTC 
(the Agency R iew Team to begin meeting with ·taff sometime the week of Decemb r 
12th. bar n Br wn-Hru a, a f rm r CFTC staff m mb rand omm.i ioner .i I adin Lh 

FTC Ag n y Re i w T am. W will pr vid updare when hange or adctition ar mad to 
the Agency RI i w T am li t. R om 9 124 wUI be available for the P TT' u during th 
traa iti n p ri d. 

Below· for FTC career taff interaction with tb P TT al CFf . If you hav any 
ontact Heath r GottJ·y, Su an Milligan, or m . 

Anthony C. Thomp on 
CFfC Tran itiou Director 

I. General Communications with the PETT 

Initially, member of the PETT will communicate through CFTC Transition Director. 

Throughout the tran-8ition, Division and Office Directors should serve a a di i ion/office's 
primary contact with the PETT; however, Division and Office Director may delegate such 
communication to their Deputies. The Transition Director will introduce PETT member to 
Division and Office Directors. Following the initial introduction, Divisions/Offices may 
communicate diJ"ectly wi th the PETT (subject to the limitation below). 

Staff hould onJy communicate wi th PETT member(s) listed above. If you are contacted by 
someon claiming to be on the tran ition team who is not on the CFrC Ii t, _please contact the 
Tran ition Director to c nfirm their statu befor engaging with the indi idual. 

Il. cces to on-Public Information - Transition MOU 

Th Chi f f taff to th Pr id nt and the P TI h, v negoti ated a 'M morandum of 
nder, randing R garding Tran iti n Procedure , Identificat i n of Tran ition ontac , and 

A to on-public G v mment and Tran. ition Information' (MOU . A copy f th MOU L· 
atta bed. 

A a r mjnd r, th m mb r of the P IT ar not always Federal mpl yee (ev n though th y 
will be working in id tbe ag nci and will be gi ven maiJ addre . e. ending in ptt.g ). 
Agency r i team · will be coll cling information to as i t the Office of the Pr ·ident-elect and 
Vic Pre jd nt-elect make earJy policy decision . 
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To the extent po ible only publicly available information should be shared with th PETT. In 
particular, information that reflects the executive deliberations of the current 
Ad.mini tration hould not be shared with the PETT; any exceptions t thi mu t be cleared 
in ad ance with the CFTC Tran ition Director who will con ult CFTC l ader hip. ee th 
FAQ bel w for additional categ ri of .information that should not b d.i clo ed without 
authorizati.on. 

urth r it i trongly enc urag d that any pap r ' or oth r mac ri l hared with th rran iti n 
team b pr ided in pdf format. 

Tbe MOU r fl ct. that ome non-pub)jc information may ne d to b har d with the PETT and 
the MO r quire that a ncie tak t p to protect that informati n a r quired by law. or 
oth rwi n ce ary to pr erv · appli. able privil ge when interacting with th PETT. 

1n thi conte t "non-public information means information that an a 0 ency could protect fr m 
di closure out ide of the agency for example, by asserting that it i protected by Lbe deliberative 
proce privilege or other tatutory provisions including Se tion 8 of the CEA). If i_nformation 
bas not affinnatively been made publicly available, please seek authorization from the 
appropriate Di ision/Office Directors before sharing the information with the PETT. 

Section 10 of the MO requiJe that Agencies: 

1. Brief the Transition Team member on the importance of maintaining the con tituti0nal, 
tatutory and/or common law afeguards afforded the non-public information. 

2. Require tbe Transition Team member to sign a statement representing that to the 
member' · knowledge h or be bas no financial interest or imputed financial inter t that 
would be directly and predictably affected by a particular matter to which the jnfonnation 
is pertinent. 

3. Specifically advi e Transition Team members that non-public information provided to 
them cannot be shared with other Transition Team p rsonnel unles tho e other per onnel 
atisfy the requirements for access to that information et forth in Lbe memorandum. 

4. Make a written r cord of any disclosure of non-public information mad to a member of 
the PETT. 

5. Clearly label non-publi rec rds pr vid d to Transition Team p r. onn I with a warning 
again t ub quent di I ur t unauthorized indivi.dual , in luding unauthori ed 
memb r of the Tran ition Team. 

m. Pro edure for Acee to Non-Public Information 

Th FTC Tran iti n Director wil1 work with th PETI to addre items 1- . Divi ion and 
Office hou]d follow th fol lowing procedures b low to en ur CFTC omplfanc with item 
4 and 5: 
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A. Written Records of Disclosure 

l. 8 fore providing non-public information to the PETT' taff mu t get 
approval from their Division or Office Dire tor (or th ir de. ignee 
D putie ·). 

2. Information pr vided to the P TT: Ea h Divi i n and Offic Director 
must. i0 n th complet d a "Record of Di ·clo ur of on-Publk 
lnformation to Aulhorized M mber( ) of the Pre id nt- I ct .. Tran ition 
Team (PETT) ' (attached) for ach oo-public di lo ur mad to th 
PETT at th time the di, clo ure i mad . Email thi form and th 
docurnent(s /information to be dis losed to the 

B. Warning Again t Subsequent Disclo ure 

L. All documents transmitted to the PETT, including email mu t include the 
following as a header, footer, or watermark on each page of the document: 

CFr NON-P BLIC MATERIALS: SUBSEQ E T DISCLOSURES 
TO U AUTHORIZED INDIVIDUALS, INCLUDING 
UNAUTHORIZED :MEMBERS OF THE PEIT ARE PROHIBITED 
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Frequently Asked Question 

1. Who may a,cthorize dis cl.osure of 11on-public information to the PETT? 

Only CFf official at the Division and Offic Director level may authorize di clo ure of 
any non-public infonnation. Division and Office Director may d legate thi authority t 
th ir Deputi s. 

2. May CFTC taff communicate via e-mail with the PETT? 

· pr ided that: 
• Th email j ent to th transition team member' official email account no per onal 

accounts). 
• The CFTC Tran ition Dire tor and appropriat Division/Offic Dire tor are opied 

on the email. 
• If the mail contain non-public infonnation it also contai n the abo warning 

against ub 'equent di closure and a Record of Di clo ure i completed and pro ided 
to the CFfC Transition Director. 

3. What if the infonnation proposed to be disclosed contains sensitive personally identifiable 
inf ormatio11 confidential business information, attorney work product, or attomey-client 
privileged informaJion? 

Sen itive per anally identifiable information, confidential busines information attorney work 
product or attorney-client privileged infmmation should not be disclo ed to the PETT. If a 
PETT member reque t such information please contact Heather Gottry Su an Milligan or 
Tony Thomp on for further guidance. 
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Commodity Futures Trading Commis ion 

Record of Disclosure of on-Public Information to Authorized Member s) of the President­
Elect' Transition Team (PETT) 

Dal f Dj lo ure: _________________________ _ 

F rm , ) fDi do ure ( ral/Pap r/E] ctr ni c): ________________ _ 

G neral D ription f Categoric of on-Public information Di clo d: 

Narne(s of PEIT Member( ) to Whom Non-Public Information wa Di clo ed: 

ame s) and Title( ) of CFfC Official(s) Who Authorized Disdo ure: 

Name ) and Title ) of CFrC Official(s Who Disclosed the Information : 

Summary of Step Tak n to Protect the Non-Public Information from Sub equent Unauthorized 
Di clo ure (e.g. certify that the relevant procedures set fo1th in paragraph l 0, 1 J and 12 of the 
Memorandum of Understanding Regarding Transition Procedures, ldenri.fication of Transition 
Con:tacts, and Acces to Non-public Government and Transition Information ha e been 
forl wed): 

Re rd f Di l ur Prepar d by: _____________ _ 

ignatur of CFT Offi ial Who Auth ri zed Di closure: ____________ _ 

Titl : _______________ _ 

Date: ________________ _ 
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Memorandum of Understanding Regarding Transition Procedures, Identification of 
Transition Contacts, and Access to Non-public Government and Transition Information 

1. The Chief of Staff to the President (the "Chief of Staff,) and the designated Chair of the 
President-elect> s Transition Team (the "Chair of the PETT") agree, on behalf of, respectively, 
the Administration and the PETT, that, in order to effect an orderly transition of power in accord 
with the Presidential Transition Act of 1963, as amended (the "Transition Act"), the Intelligence 
Refonn and Terrorism Prevention Act of 2004, and Executive Order 13727 entitled °Facilitation 
of a Presidential Transition," the President-elect and certain of his associates must become 
knowledgeable about current government policies and operations so that they can begin making 
infonned decisions immediately upon taking office. 

2. Section 4(b) of the Transition Act provides that "The President shall take such actions as the 
President determines necessary and appropriate to plan and coordinate activities by the Executive 
branch of the Federa1 Government to facilitate an efficient transfer of power to a successor 
President." Additionally, Executive Order 13 727 provides that "it is the policy of the United 
States to undertake all reasonable efforts to ensure that Presidential transitions are well~ 
coordinated and effective, without regard to party affi1iation." 

3. Tbe Chief of Staff and the Chair of the PETT enter Into this memorandum of understanding in 
order to establish an orderly process for identifying individuals charged with transition 
responsibilities, to ensure that the Government's and the Office of the President-elect' s standards 
of conduct are observed, to protect the confidentiality of non-public government information 
made available to the PETT during the transition period, to preserve the constitutional, statutory, 
and common law privileges that attach to such infonnation in the possession of the Executive 
Branch, and to protect the confidenliality of transition infonnation made available to the 
Government. 

4. The Chair of the PETT (or his designee) will furnish in writing to the Chief of Staff the name 
of each individual authorized by the PETT to work with the Executive Office of the President 
(EOP) and particular Departments and Agencies, including the designation of a Transition Team 
lead or leads for the EOP and each Department or Agency. The Chair of the PETT (or his 
designee) will also indicate in writing that each individual on the list has met the applicable 
public disclosure requirements of the Presidential Transition Act1 as amended, has agreed to 
abide by the Transition's Code of Ethical Conduct, and has thereby represented that he or she has 
no conflict of interest that precludes the individual from working on the matters the individual 
has been assigned to work on with the EOP or the relevant Department or Agency. These lists 
will be updated as new members are added to the teams. The Chief ofStaff(or his designee) will 
promptly forward these names to the appropriate Departments, Agencies, and EOP offices. The 
Chief of Staff (or his designee) will also provide in writing to the Chair of the PETT the names 
of individuals in the Departments, Agencies, and specified offices in the EOP who will serve as 
contacts responsible for coordinating transition matters on behalf of those Departments, 
Agencies, or specified EOP offices. The Chief of Staff ( or his designee) is the contact person 
responsible for coordinating transition matters on behalf of those offices of the EOP for which 
contact persons have not otherwise been designated. 

1 
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5. The Administration will conduct its transition activities with the PETT through the contacts 
authorized by the Chief of Staff and the Chair of the PETT. The authorized contacts for the 
PETT will initiate transition activities with a particular Department, Agency, or specified office 
of the EOP through the individual(s) at that Department, Agency, or EOP office designated by 
the Chief of Staff to coordinate transition activities for that Department, Agency, or EOP office. 
The authorized contacts for the PETT will initiate transition activities involving any other office 
of the EOP through the Chief of Staff ( or his designee ), 

6. Each Department and Agency will use best efforts to locate and set aside available space in 
their offices for the duration of the transition for use by authorized members of the PETT to 
facilitate review of information provided by the Department or Agency e.nd communication with 
authorized contacts at such Department or Agency. Each Department or Agency will provide, to 
the extent practicable, appropriate support to and equipment for use by the PETT in such office 
space. The exact details of space and equipment will be worked out between the PETT lead(s) 
for that Department or Agency and the individual(s) at that Department or Agency designated by 
the Chief of Staff. 

7. In order to facilitate a smooth transition, it likely will be necessary in some circumstances to 
provide specified transition personnel with access to non-public information that may be 
protected by constitutional. statutory, or common law privileges, and material whose distribution 
is restricted by law. The Chief of Staff has advised the Chair of the PETT that Administ.raUon 
personnel will talce steps to protect non-public information that are required by law or otherwise 
necessary to preserve applicable privileges, such as actions based on the Executive Branch 
standards of conduct, the Privacy Act, or the attorney-client privilege. The PETT recognizes that 
there is some infonnation that a Department or Agency may not be able to provide in order to 
comply with statutory requirements or otherwise preserve applicable privileges. 

8. In order to facilitate a smooth transition and provide a mechanism for expeditiously addressing 
any concerns, including ethical, privacy, and privilege concerns, regarding access to non-public 
information as described in paragraph (7), the Chief of Staff and the Chair of the PETT will each 
designate in writing an individual or individuals authorized to confer in order to resolve such 
concerns informally. 

9. The Chjef of Staff further advises that, before providing any classified information to a 
member of the PETT, pursuant to Executive Order 13526, it must be established: 

• That the member has the security clearances necessary to have access to that infonnation, 
and the requisite need to know, and 

• That the member has signed the requisite non-disclosure agreement. 

10. The Chief of Staff advises that, before providing non-public information (including classified 
information) as described in paragraph (7) to a member of the PETT authorized to receive it 
under the guidelines established in this memorandum, Departments and Agencies will 
expeditiously: 

• Brief the Transition Team member on the importance of maintaining the constitutional, 
statutory, and/or common law safeguards afforded the non-public infonnation. 
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• Clearly label non-public records provided to Transition Team personnel with a warning 
against subsequent disclosures to unauthorized individuals, including unauthorized 
members of the Transition Team. 

• Specifically advise Transition Team members that non-public information provided to 
them cannot be shared with other Transition Team personnel unless those other personnel 
satisfy the requirements for access to that information set forth in this memorandum. 

• Require the Transition Team member to sign a statement representing that, to the 
member's knowledge, he or she has no financial Interest or imputed financial interest that 
would be directly and predictably affected by a particular matter to which the information 
is pertinent. The Department or Agency may require such additional information from the 
Transition Team member as the Department or Agency deems necessary, in light of the 
proposed disclosure. 

• Where advisable, prohibit the Transition Team member from removing records 
containing non-public infonnation from the offices of the Department or Agency. 

• Make a written record of any disclosure of non-public information made to a member of 
the PETT. 

11. Upon request from the EOP, a Department, or an Agency, the PETT will provide a written 
statement indicating that Transition Team member's need for access to the non-public 
information. The statement of need will be provided by the Chair of the PETT (or his designee) 
to the Chief of Staff ( or his designee ). 

12. A government employee may not allow the improper use of non-public information to 
further his own private interest or that of another by knowing unauthorized disclosure. 5 C.F .R. 
§ 2640. 

13. It likely will be necessary for members of the PETT to share with the Administration 
infonnation that they wish to be kept confidential. Accordingly, to tbe extent permitted by law, 
the Administration agrees to protect the confidentiality of information provided to it on a 
confidential basis by the PETT. 

14. Any disagreements between the Administration and the PETT concerning the subject matter 
of this memorandum that are not resolved informally pursuant to paragraph (8) or otherwise will 
be referred by the Administration to the Chief of Staff (or his designee) and by the PETT to the 
Chair of the PETT (or his designee). 

15. To the extent permitted by law, the Administration with respect to its staff members and the 
PETT with respect to its transition team members, state that they intend to take appropriate steps 
to discipline any person who fails to comply with the terms ofthi ,agreement. 

ts:d:, L q. SI&~• ~ fu /2~ 
Denis R. McDonough Ml hael R. Pe ce ) 
Chief ofStaff10 the President C air of the Presldent-elecl's Transit, n 'Peem 
Date: 
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