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on futures markets at the expressed intent 
and for the sole benefit of clients. 

Managing Client Swaps Exposure 

Reducing risk stemming from holding or 
executing swaps contracts on behalf of cli-
ents or customers through the use of futures/ 
options on futures markets. 

E.g. You sell crude oil swaps to a client 
and agree to accept the risk inherent in the 
index price. You offset this risk through pur-
chases of crude oil futures, in effect transfer-
ring price risk from the client to another 
market participant. 

Making Markets/Providing Liquidity 

Engaging in derivatives transactions to as-
sume risk and help transfer ownership of de-
rivative positions from one market partici-
pant to another, realizing the bid-ask spread 
as the return. 

E.g. You accept risk by buying and selling 
futures/options on futures contracts so that 
other traders can move into and out of posi-
tions when they wish. You then find other 
traders willing to take the other side of 
those transactions. 

Arbitrage 

Using derivative markets as part of a 
strategy designed to realize risk-free profit 
from pricing anomalies. 

E.g. You realize that the wheat futures 
contract is trading at a discount (even after 
considering storage, transport, etc.) relative 
to the wheat cash price, and therefore find it 
profitable to purchase the wheat futures con-
tract, take delivery, and then resell the 
wheat in the cash market for a risk-free 
profit. 

Establishing Price Exposure 

Using derivative markets as a way to ex-
press your belief in the future movement of 
market prices. This strategy does not in-
volve offsetting risks incidental to your 
business, but instead involves directional 
trading. 

E.g. You conduct research and believe that 
crude oil prices are due to rise, so you take 
long futures positions in crude oil to profit 
from your predictions. 

Financial Asset Management 

Using derivatives to diversify, rebalance, 
or otherwise allocate financial assets so that 
risks to the value of the investment portfolio 
are reduced. This strategy is used by entities 
such as pension funds and endowments to 
manage overall risk to their financial port-
folios. 

E.g. You hold Treasury bonds as a compo-
nent of your investment portfolio, and use 
futures contracts to reduce overall portfolio 
risk that would result from falling bond 
prices. 

Managing Proprietary Swaps Exposure 

Reducing risk stemming from your propri-
etary holding or execution of swaps con-
tracts through the use of futures/options on 
futures markets. 

E.g. You trade interest rate swaps as part 
of your business or investment strategy, and 
offset some of the risk inherent in those 
swaps through your use of Eurodollar futures 
markets. 

Other: Specify 

List and explain your business purpose if 
the above categories do not adequately de-
scribe the reason you trade in a particular 
commodity derivative market. 

[78 FR 69259, Nov. 18, 2013, as amended at 83 
FR 7996, Feb. 23, 2018] 

PART 19—REPORTS BY PERSONS 
HOLDING REPORTABLE POSI-
TIONS IN EXCESS OF POSITION 
LIMITS, AND BY MERCHANTS 
AND DEALERS IN COTTON 

Sec. 
19.00 Who shall furnish information. 
19.01 [Reserved] 
19.02 Reports pertaining to cotton on call 

purchases and sales. 
19.03 Delegation of authority to the Direc-

tor of the Division of Enforcement. 
19.04–19.10 [Reserved] 
APPENDIX A TO PART 19—FORM 304 

AUTHORITY: 7 U.S.C. 6g, 6c(b), 6i, and 12a(5). 

SOURCE: 86 FR 3455, Jan. 14, 2021, unless 
otherwise noted. 

§ 19.00 Who shall furnish information. 
(a) Persons filing cotton-on-call reports. 

Merchants and dealers of cotton hold-
ing or controlling positions for future 
delivery in cotton that are reportable 
pursuant to § 15.00(p)(1)(i) of this chap-
ter shall file CFTC Form 304. 

(b) Persons responding to a special call. 
All persons: Exceeding speculative po-
sition limits under § 150.2 of this chap-
ter; or holding or controlling positions 
for future delivery that are reportable 
pursuant to § 15.00(p)(1) of this chapter 
and who have received a special call 
from the Commission or its designee 
shall file any pertinent information as 
instructed in the special call. Filings 
in response to a special call shall be 
made within one business day of re-
ceipt of the special call unless other-
wise specified in the call. Such filing 
shall be transmitted using the format, 
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coding structure, and electronic data 
submission procedures approved in 
writing by the Commission. 

§ 19.01 [Reserved] 

§ 19.02 Reports pertaining to cotton on 
call purchases and sales. 

(a) Information required. Persons re-
quired to file CFTC Form 304 reports 
under § 19.00(a) shall file CFTC Form 
304 reports showing the quantity of call 
cotton bought or sold on which the 
price has not been fixed, together with 
the respective futures on which the 
purchase or sale is based. As used here-
in, call cotton refers to spot cotton 
bought or sold, or contracted for pur-
chase or sale at a price to be fixed later 
based upon a specified future. 

(b) Time and place of filing reports. 
Each CFTC Form 304 report shall be 
made weekly, dated as of the close of 
business on Friday, and filed not later 
than 9 a.m. Eastern Time on the third 
business day following that Friday 
using the format, coding structure, and 
electronic data transmission proce-
dures approved in writing by the Com-
mission. 

§ 19.03 Delegation of authority to the 
Director of the Division of Enforce-
ment. 

(a) The Commission hereby dele-
gates, until it orders otherwise, the au-
thority in § 19.00(b) to issue special 
calls to the Director of the Division of 
Enforcement, or such other employee 
or employees as the Director may des-
ignate from time to time. 

(b) The Commission hereby dele-
gates, until it orders otherwise, to the 
Director of the Division of Enforce-
ment, or such other employee or em-
ployees as the Director may designate 
from time to time, the authority in 
§ 19.00(b) to provide instructions or to 
determine the format, coding struc-
ture, and electronic data transmission 
procedures for submitting data records 
and any other information required 
under this part. 

(c) The Director of the Division of 
Enforcement may submit to the Com-
mission for its consideration any mat-
ter which has been delegated in this 
section. 

(d) Nothing in this section prohibits 
the Commission, at its election, from 
exercising the authority delegated in 
this section. 

§ § 19.04—19.10 [Reserved] 

APPENDIX A TO PART 19—FORM 304 
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PART 20—LARGE TRADER REPORT-
ING FOR PHYSICAL COMMODITY 
SWAPS 

Sec. 
20.1 Definitions. 
20.2 Covered contracts. 
20.3 Clearing organizations. 
20.4 Reporting entities. 
20.5 Series S filings. 
20.6 Maintenance of books and records. 
20.7 Form and manner of reporting and sub-

mitting information or filings. 
20.8 Delegation of authority. 
20.9 Sunset provision. 
20.10 Compliance schedule. 
20.11 Diversified commodity indices. 

APPENDIX A TO PART 20—GUIDELINES ON FU-
TURES EQUIVALENCY 

APPENDIX B TO PART 20—EXPLANATORY GUID-
ANCE ON DATA RECORD LAYOUTS 

AUTHORITY: 7 U.S.C. 1a, 2, 5, 6, 6a, 6c, 6f, 6g, 
6t, 12a, 19. 

SOURCE: 76 FR 43862, July 22, 2011, unless 
otherwise noted. 

§ 20.1 Definitions. 

As used in, and solely for the pur-
poses of, this part: 

Business day means ‘‘business day’’ as 
that term is defined in § 1.3 of this 
chapter. 

Cleared product means a paired swap 
or swaption that a clearing organiza-
tion offers or accepts for clearing. 

Clearing member means any person 
who is a member of, or enjoys the 
privilege of, clearing trades in its own 
name through a clearing organization. 

Clearing organization means the per-
son or organization that acts as a me-
dium between clearing members for the 
purpose of clearing swaps or swaptions 
or effecting settlements of swaps or 
swaptions. 

Closed swap or closed swaption means 
a swap or swaption that has been set-
tled, exercised, closed out or termi-
nated. 

Commodity reference price means the 
price series (including derivatives con-
tract and cash market prices or price 
indices) used by the parties to a swap 
or swaption to determine payments 
made, exchanged, or accrued under the 
terms of the contracts. 

Counterparty means, from the per-
spective of one side to a contract, the 
person that is the direct legal 
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