
1. Background

The Commodity Futures Trading Commission

(Commission) is adopting regulations that will

permit derivatives clearing organizations (DCOs)

organized outside of the United States (hereinafter

referred to as "non-U.S. DCOs") to be registered

with the Commission, yet comply with the core

principles applicable to DCOs set forth in the

Commodity Exchange Act (CEA) through

compliance with their home country regulatory

regimes, subject to certain conditions and

limitations. To implement these changes, the

Commission proposed a number of amendments to

part 39 of the Commission's regulations (Part 39), as

well as select amendments to part 140. Comments

were received from various non-US DCOs and after

considering the comments received and providing

appropriate response, the Commission proposed to

adopt the amendments largely as proposed.

2. DCO Registration Framework - Broad

Overview

Currently the DCOs, who are registered in the US

but organized outside of the US have to comply

with the CEA and Part 39 as well as their home

country regulatory regimes and are subject to

oversight by both the Commission and their home

country regulators. In view of this regulatory

overlap and yet mindful of its responsibilities, the

Commission is adopting changes to its DCO

registration and compliance framework to

differentiate between DCOs organized in the

United States (U.S. DCOs) and non-U.S. DCOs.

3. Overview of the New Requirements

The Commission is amending its regulations to

allow a non-U.S. clearing organization that seeks to

clear swaps for U.S. persons, including FCM

customers, to register as a DCO and, in most

instances, comply with the applicable legal

requirements in its home country as an alternative

means of complying with the DCO Core Principles.

A non-U.S. clearing organization applying for

registration as a DCO subject to alternative

compliance will be eligible if: (1) the Commission

determines that the clearing organization's

compliance with its home country regulatory regime

would satisfy the DCO Core Principles; (2) the

clearing organization is in good regulatory standing

in its home country; and (3) a memorandum of

understanding (MOU) or similar arrangement

satisfactory to the Commission is in effect between

the Commission and the clearing organization's

home country regulator. The DCO will be required

to fully comply with the Commission's customer

protection requirements, as well as the swap data

reporting requirements

4. Comments on the Notice of Proposed

Rulemaking

The Commission requested comment on the

proposed rulemaking and invited commenters to

provide data and analysis regarding any aspect of the

proposal. The Commission received a total of 15

substantive comment letters in response submitted

by the following: ASX Clear (Futures) Pty Ltd

(ASX); Better Markets, Inc. (Better Markets);

CCP12; The Clearing Corporation of India Ltd.
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(CCIL); Citadel; Eurex Clearing AG (Eurex);

F u t u r e s I n d u s t r y A s s o c i a t i o n ( F I A ) ;

In te rcont inenta l Exchang e, Inc. ( ICE) ;

International Swaps and Derivatives Association,

Inc. (ISDA); Japan Securities Clearing Corporation

(JSCC); Kermit R. Kubitz; LCH Ltd and LCH SA

(LCH); Securities Industry and Financial Markets

Association (SIFMA); World Federation of

Exchanges (WFE); and ASX, JSCC, Korea

Exchange Inc., and OTC Clearing Hong Kong

Limited ("ASX, JSCC, KRX, and OTC Clear").

After the initial sixty-day comment period expired,

the Commission extended the comment period for

an additional sixty days. After considering the

comments, the Commission is largely adopting the

rule changes as proposed. However, the

Commission has highlighted topics of particular

interest to commenters and discussed comments

that are representative of the views expressed on

those topics. The following section addresses the

most significant issues raised by the proposed

rulemaking and analyzes those issues in the context

of specific comments.

4.1 Regulation Definitions

4.1.1 Good Regulatory Standing

To be eligible for registration with alternative

compliance, a DCO would have to be in good

regulatory standing in its home country i.e. either

that there has been no finding by the home country

regulator of material non-observance of the

relevant home country legal requirements or in case

of any such finding of material non-observance, it

has been or is being resolved to the satisfaction of

the home country regulator by means of corrective

action taken by the DCO. All agencies largely

supported the "material non-observance clause".

4.1.2 SubstantialRisktotheU.S.FinancialSystem

The Commission proposed to adopt a two-pronged

approach to assess the "Substantial Risk" of the

non-US DCOs to the US financial system. The first

threshold is that the non-US DCO holds 20% or

more of the required initial margin of U.S. clearing

members for swaps across all registered and exempt

DCOs, thereby addressing systemic risk. The

second prong is that 20% or more of the initial

margin requirements for swaps at that DCO is

attributable to U.S. clearing members, addressing

international comity. Further, the Commission has

proposed that where one or both of these

thresholds are close to 20%, the Commission may

exercise discretion in determining whether the

DCO poses substantial risk to the U.S. financial

system.

The comments to this proposal, while supportive of

the test and its dual approach, raised issues related to

the elements of the test, the discretion it gave to the

Commission, its operation and ramifications. CCIL

largely agreed with the proposed test and the joint

application of the two thresholds in the test. Other

commenters raised queries as to the rationale for

determining the basis for the threshold. With regard

to the second prong, they flagged that limiting US

member participation in a non-US DCO could

incentivize non-U.S. DCOs to limit clearing for U.S.

persons to avoid being designated as posing

substantial risk to the U.S. financial system. This

could harm US banking groups and could be viewed

as violating the spirit of the Principles for Financial

Market Infrastructures (PFMI) requirement to

provide non-discriminatory treatment of all

clearing members. Commenters also queried

whether the substantial risk test should account for

other factors, including the market share a non-U.S.

DCO has with respect to clearing certain classes of
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products. But some commenters also supported the

ability of the Commission to exercise discretion for

a prong of the substantial risk test that is close to the

20% threshold instead of a mechanical application.

CCIL cautioned that the Commission's discretion

for both the prongs should not have the effect of

"undoing" the proposed test. CCIL, along with

other commenters also suggested that the

Commission reassess the status following a material

change to the DCO's clearing services or home

country regulatory framework. With regard to the

reassessment of a DCO's status under the

substantial risk test, it was highlighted that it would

be difficult for a DCO to determine where it stands

in relation to the threshold in the first prong of the

test as this information would not be publicly

available to DCOs. Comments also brought forth

the frequency of the Commission's assessment and

the need to give adequate notice to the DCO

regarding its proposed determination and also that

DCOs should be able to appeal the determination.

In response to the issues flagged by the commenters,

the Commission provided the following responses.

The Commission does not foresee that the second

prong would incentivize against US clearing

members, as it is unlikely that a DCO would have

enough U.S. clearing member activity to satisfy the

first prong, but would be able to avoid satisfying the

second prong by manipulating its U.S. clearing

member activity. It stated that as a test based solely

on initial margin requirements may not fully capture

the risk of a given DCO, the Commission proposed

to retain discretion. It would look at other factors

that may reduce or mitigate the DCO's risk to the

U.S. financial system or provide a better indication

of the DCO's risk to the U.S. financial system.

Factors like the market share of the DCO in clearing

a given asset class, and the importance of those

products; portability of the DCOs position etc.

would be considered by the Commission. It stressed

that its discretion would be used sparingly on a case-

by-case basis considering actors unique to the DCO

and it profile in the, market. The monitoring of the

DCOs will be on an ongoing basis. It stressed that it

anticipates engagement with the DCO and its home

country regulator in case the DCO is approaching its

threshold. The Commission therefore proposed to

adopt the substantial risk test as proposed, with

clarity on the Commission discretion to be

exercised.

4.1.3 U.S. Clearing Member

In line with its substantial risk test, the Commission

proposes to define "US Clearing Member" as a

clearing member of a non-US DCO who is either

organized in the United States, is a Futures

Commission Merchant (FCM), which means it may

clear for U.S. customers or its ultimate parent is

organized in the United States.

Comments to this issue stressed that the focus

should be only on the location and activity of the

clearing member or that it cannot be expected that

the clearing activity of a clearing member outside

the US with a US parent has or can be expected to

have an effect on US markets. ISDA recommended

that such entities be excluded from definition of US

clearing members as the Commission's Cross-

Border Guidance provides that non-U.S.

subsidiaries of U.S. swap dealers are not considered

U.S. persons simply because they are part of a U.S.

banking group. CCP12 stressed that the focus

should be on the non-US clearing member's

activities in the US markets.

4.2 Application Procedures

The Commission has proposed a set of around 14

documents to be submitted by a non-U.S. clearing

organization seeking to register as a DCO subject to
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alternative compliance. As a part of these

documents, the non-US DCO is required to submit

documents to demonstrate the compliance of its

home country's legal requirement with that of the

DCO Core Principles and in case there is no linkage

with a specific DCO core principle, the non-US

DCO should explain how it would satisfy the same.

It sought comments on whether it should seek

additional information from an applicant for

alternate compliance.

Many commenters found the process to mapping

the home country's requirement to each DCO Core

Principle cumbersome and suggested that applicant

could provide this same information in a more

flexible manner. CCIL, along with ICE suggested

that the Commission should require applicants to

provide information required to be disclosed by the

quantitative and qualitative disclosure requirements

under the PFMI standards.

After review, the Commission designed that the

provision of information by applicants is

appropriate and necessary to evaluate an applicant's

eligibility for alternative compliance. It stated that as

the CEA specifically requires compliance with DCO

Core Principles, it would not be feasible to evaluate

an application based on PFMI compliance.

4.3 Procedures for Implementing DCO Rules

and Clearing New Products

The Commission proposes to exempt DCOs from

submitting proposed new or amended rules given

that DCOs under alternative compliance will be

subject to the applicable laws in their home country

and oversight by their respective home country

regulators.

The request to comment on whether a condition for

eligibility for alternate compliance be that the

applicant be subject to a home country regulatory

regime that has a rule review or approval process,

CCIL commented that this was unnecessary given

that the requirement was that the home country

regulator represent that an applicant is in good

regulatory standing. Other comments suggested

that the Commission should not require that the

home country regulator have a process to review

every rule, but rather should consider only whether

material rule changes are reviewed by the home

country regulator.

The Commission deferred to these comments that

the home regulator is best situated to determine

what rule submissions, if any, are necessary to

effectively oversee a non-U.S. DCO's clearing

activities, but stressed that a non-US DCO will still

be required to submit rules related to critical

customer protection safeguards and swap data

reporting requirements. The Commission base this

deferment to home country regulator on the

premise that its MOU with a non-U.S. DCO's home

country regulator will provide it access to any

additional information that it might need to evaluate

or review the DCO's continued compliance with

registration requirements. Further the Commission

stated that the exemption will not have a material

adverse effect on the ability of the Commission or

any contract market to discharge its regulatory or

self-regulatory duties under the CEA, as the

Commission will continue to receive submissions

for new rules or rule changes concerning customer

protection and swap data reporting

4.4 Applicable Requirements of the CEA and

Commission Regulations

The Commission asked for comments on customer

segregation and customer portability aspects of the

customer protection requirement. Key exempt

DCOs like ASX, JSCC, KRX and OTC Clear

expressed their non-compliance with this
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requirement, highlighting that since the alternative

compliance framework is limited to DCOs that do

not pose substantial risk to the U.S. financial system,

the Commission should not impose its own unique

customer protection requirements and that their

client protection models are consistent with the

PFMI requirements. With reference to the customer

portability aspect, these DCOs commented that

non-US DCOs would be unlikely to find enough

FCM clearing members, particularly to achieve

portability of customer positions in the event of an

FCM default. With regard to swap reporting, DCOs

commented that in case the applicant's home

country swap reporting rules correspond with the

Commission, then it could consider obtaining swap

data from the applicant's home country regulator

through an MOU, as the additional compliance

would be very costly for DCOs, with no additional

benefit. The Commission however stated that is

would go ahead and accept these requirements

keeping in mind protection of US customers.

The Commission has proposed that all DCOs need

to treat swaps as economically equivalent and allow

offset to the extent permitted and provide non-

discriminatory clearing for swaps executed

bilaterally or on unaffiliated trading platforms.

Other aspects raised by the Commission include

prompt reporting in case of any change of a DCOs

US agent, compliance with the registration order,

annual written representation from a home country

regulator that the DCO is in good regulatory

standing within 60 days following the end of the

DCO's fiscal year. On the requirement that DCOs

make all records open to inspection and available to

the Commission, CCIL along with another DCO

commented that it would create a parallel structure

of regulatory bodies and conflict with principles of

international comity and home country laws and

regulations of the DCO.

4.5 General Reporting Requirement

Under general reporting requirements, the

Commission proposed the DCOs also provide any

information other than already specified to evaluate

its continuing eligibility of the DCO. It specified

that on a daily basis DCOs need to provide

information related to total initial margin, individual

initial margin of US members and also daily

variation margin. DCOs have to submit a quarterly

report on the list of US clearing members and also

about commencement or enforcement of any

disciplinary action or investigation by a home

regulator, default by a clearing member and the

details in case it is a US clearing member.

Comments to these requirements from CCIL and

others highlighted the need for elimination of

duplicative reporting through the use of the MOUs

with the home regulator.

4.6 Modification of Registration Upon

Commission Initiative

The Commission has proposed that it can modify

the terms and conditions of a DCOs order of

registration, on its own initiative or discretion or

changes in the facts or circumstances when the

order was issued. As per this, the Commission will

provide written notification to the DCO, upon

which the DCO will get upto 30 days to respond and

following this, the Commission can either issue

order to the DCO to comply with the requirements,

give it reasonable time for compliance, issue

amended order of registration or give order to

continue the registration with no modification.

Feedback to this proposal ranged from limiting the

instances of coverage, giving timeframe for DCOs

be fully compliant and also a process of re-

application. In response to these, the Commission

stated that there is a clearly defined process that the

Commission will follow to notify the DCO, the
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Commission provides the DCO with "reasonable

amount of time for compliance" and further that

reapplication in not required in case a DCO is no

longer eligible for alternative compliance because it

would already be registered.

4.7 Other Comments

Various other comments were also received outside

the purview of the proposal put up for comment.

These included clarification on whether DCOs to

make certain filings before clearing new swaps or

categories of swaps, if the relief for swap clearing

would apply to a DCO clearing both swaps and

futures, argument whether the existence of

traditional registration and exemption from

registration subject to alternative compliance would

give rise to competitive disparities and differences in

DCO risk management and other practices and

could also give rise to forum shopping and

regulatory arbitrage. There was also a suggestion

that non-US clearing organizations accept foreign

branches of U.S. bank swap dealers as members

without requiring the non-U.S. clearing organization

to register with the Commission as a DCO or obtain

an exemption from DCO registration. The

Commission stated that it would give the comments

further consideration in connection with the exempt

DCO rulemaking.

5. Cost- Benefit Considerations

The Commission has done a cost benefit analysis for

DCOs considering entering the US swap market

under the alternate compliance mechanism.

According to the Commission, the primary benefit

is that it promotes and encourages international

comity without posing any substantial risk to the US

financial system. As non-US DCOs will incur lower

costs in going for alternative compliance, they can

accept US customer businesses at lower cost. The

lower cost of compliance, reduction in application

procedures from over 3 dozen currently to only a

dozen, lower time spent on the same would prompt

currently exempt DCOs to opt for alternative

compliance. This would also benefit US customers

who would have more clearing options, lower fees

and access to cleared products that would not be

available otherwise.

From a cost perspective, adopting the amendments

could increase competition among US and non-US

DCOs, which could lead to lower margins and

increased counterparty risk. However, the

Commission expects these effects to be mitigated as

non-US DCOS have to comply with DCO Core

Principles through their home regulators. To the

argument that this avenue unfairly places a higher

compliance burden on existing DCOs, registered

under existing procedures, the Commission

highlights that the non-US DCOs would be subject

to similar costs under compliance with their home

country regulations. On the issue that as non-US

DCOs need not comply with many of the

Commission's requirements and could hence

increase the potential for systemic risk, the

Commission highlighted that such DCOs would not

be eligible unless the Commission determines that

the home country's regulation is comparable to the

DCO Core Principle, implying that the DCOs

would be subject to regulation comparable to that

imposed on DCOs registered under the existing

procedure.
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6. Summary of CFTC Response to CCIL Perspective on Various Issues

Sr No. CFTC statement CCIL perspective as noted by CFTC

In connection with the proposed definition of

"good regulatory standing," the Commission

also requested comment on the following

question: "Although the Commission proposes

to incorporate a standard of 'material' non-

observance in the definition, should it instead

remove references to materiality, and thus

capture all instances of non-observance?"

The Commission did not receive any comments on the

requirement that a DCO be in good regulatory standing

in its home country to be eligible for registration with

alternative compliance, but several commenters

addressed the definition of "good regulatory standing."

Eurex, ICE, and CCIL supported the definition's

standard of "material" non-observance.

1.

The Commission specifically requested

comment on the following question: "Is the

proposed test for 'substantial risk to the U.S.

financial system' the best measure of such risk?

If not, please explain why, and if there is a better

measure/metric that the Commission should

use, please provide a rationale and supporting

data, if available."

LCH and CCIL both supported the substantial risk test.

CCIL agrees with the proposed test for substantial risk to

the U.S. financial system based on the joint application

of the two thresholds in the test. CCIL cautioned that the

Commission's discretion to determine whether a non-

U.S. DCO poses substantial risk based on one or both of

the thresholds may have the effect of "undoing" the

proposed test.

2.

With regard to the frequency with which the

Commission will assess whether a DCO poses

substantial risk to the U.S. financial system:

CCIL, CCP12, and JSCC stated that the Commission

should reassess a DCO every two years, and CCP12

added that the Commission should also reassess

following a material change to the DCO's clearing

services or home country regulatory framework.

3.

The Commission requested comment on

whether it should require additional, or less,

information from an applicant for alternative

compliance as part of its application under

proposed § 39.3(a)(3).

The Commission also does not believe that it

needs to require additional information beyond

that contained in proposed § 39.3(a)(3). If the

Commission determines that it needs additional

information to process a particular application,

existing § 39.3(a)(3) (proposed to be renumbered

as § 39.3(a)(4)) permits the Commission to

request that the applicant provide that

information.

Several commenters stated that the Commission should

require less information from applicants.

CCIL stated that the Commission should require

applicants to provide only the information required to be

disclosed by the quantitative and qualitative disclosure

requirements under the PFMI standards.

4.

C
C

IL
M

o
n

th
ly

 N
e

w
sl

e
tt

e
r

11

ARtICLE

N
o

v
e

m
b

e
r 

2
0

2
0



Sr No. CFTC statement CCIL perspective as noted by CFTC

The Commission requested comment on

whether it should require, as a condition of

eligibility for alternative compliance, that an

applicant be subject to a home country

regulatory regime that has a rule review or

approval process.

CCIL stated that it is unnecessary for the Commission to

require an applicant's home country regime to have a rule

review or approval process given the requirement that the

home country regulator represent that an applicant is in

good regulatory standing. The Commission agrees with

the general premise of CCIL and ICE's comments that the

Commission should defer to the home country regulator,

which is best situated to determine what rule submissions,

if any, are necessary to effectively oversee a non-U.S.

DCO's clearing activities given the other regulatory and

supervisory elements of the home country regulatory

regime. A DCO subject to alternative compliance will still

be required to submit to the Commission rules related to

critical customer protection safeguards and swap data

reporting requirements. In addition, the DCO will be

subject to the full extent of its home country regulator's

oversight of the DCO's compliance with its home country

legal requirements, compliance with which must

constitute compliance with the DCO Core Principles.

Even if that home country regime does not include a rule

review or approval process, the lack of that specific

process does not amount to an absence of oversight. The

Commission further believes that its MOU with a non-U.S.

DCO's home country regulator will provide the

Commission with access to any additional information

that it might need to evaluate or review the DCO's

continued compliance with registration requirements.

Therefore, the Commission is not adopting a requirement

that the home country regulator of an applicant for

alternative compliance have a rule review or approval

process that is comparable to the Commission's part 40

rule submissionprocedures.

5.

The Commission specifically requested

comment on whether the Commission should

take into account regulations in Part 39, in

addition to the DCO Core Principles, in

determining whether alternative compliance is

appropriate for a non-U.S. clearing organization.

CCIL also suggested that the Commission should be

satisfied with adherence by a non-U.S. DCO to the

PFMIs, as certified by its home country regulator.

6.
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Sr No. CFTC statement CCIL perspective as noted by CFTC

The Commission proposed § 39.51(b)(5) to

require a DCO to make all books and records

open to inspection and copying by any

Commission representative, and to promptly

make its books and records available and provide

them directly to Commission representatives,

upon the reques t of a Commiss ion

representative.

CCIL stated that the proposed approach may create a

"parallel structure of regulatory bodies." CCIL also

argued that it may undermine and conflict with

principles of international comity and the home country

laws and regulations of the DCO.

As explained in the proposal, the Commission does not

anticipate conducting routine site visits to DCOs subject

to alternative compliance. However, the Commission

may request a DCO to provide access to its books and

records in order for the Commission to ensure that,

among other things, the DCO continues to meet the

eligibility requirements for alternative compliance as well

as the conditions of its registration. The Commission is

adopting § 39.51(b)(5) as proposed.

7.

The Commission requested comment on whether

DCOs subject to alternative compliance should be

excused from reporting any particular data

streams in order to limit duplicative reporting

obligations in the cross-border context without

jeopardizing U.S. customer protections,

particularly given the existence of an MOU

between the Commission and the DCO's home

country regulator as a requirement for eligibility

for alternative compliance.

CCIL generally supported avoiding duplicative

reporting through the use of MOUs.

8.

In regards to proposed § 39.51(c)(2)(iii), CCIL

stated that a DCO subject to alternative

compliance should not have to notify the

Commission regarding a change in its home

country regulatory regime because notification

could be addressed through an MOU between

the Commission and the home country

regulator. The Commission notes than an MOU

would not obligate the home country regulator

to notify the Commission and believes that it is

therefore appropriate to require the DCO, as the

Commission's registrant, to be responsible for

reporting this information. Because none of the

commenters identified specific proposed

reporting requirements as duplicative of existing

obligations, the Commission is declining to

modify proposed § 39.51(c).

-9.
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Sr No. CFTC statement CCIL perspective as noted by CFTC

The Commission also requested comment on

the proposed requirement in § 39.51(c)(2)(iii)

that a DCO provide prompt notice to the

Commission regarding any change in its home

country regulatory regime. Specifically, the

Commission asked whether it should instead

require a DCO subject to alternative compliance

to provide prompt notice of any material change

in its home country regulatory regime.

In regards to proposed § 39.51(c)(2)(iii), CCIL stated

that a DCO subject to alternative compliance should not

have to notify the Commission regarding a change in its

home country regulatory regime because notification

could be addressed through an MOU between the

Commission and the home country regulator. The

Commission notes than an MOU would not obligate the

home country regulator to notify the Commission and

believes that it is therefore appropriate to require the

DCO, as the Commission's registrant, to be responsible

for reporting this information.

10.

In the proposal, the Commission asked whether

the proposed alternative compliance regime,

including both the application process and the

ongoing requirements, strikes the right balance

between the Commission's regulatory interests

and the regulatory interests of non-U.S. DCOs'

home country regulators.

CCIL stated that the proposed alternative compliance

framework provides a better alternative to the existing

structure. Specifically, CCIL supported the definitions

of "good regulatory standing" and "substantial risk" in

proposed § 39.2, stating that these definitions and the

alternative compliance framework as a whole rightly

endorse the primacy of the home country regulator and

compliance under home country requirements.

CCIL stated that a DCO subject to alternative

compliance should not have to comply with the DCO

Core Principles because its home country regulator will

alternatively assess its compliance with the PFMIs.

Furthermore, CCIL argued that if each country requires

compliance with its own regulations, it could create a

complex web of requirements that could result in a huge

compliance burden on clearing organizations and

confusion as to how to comply with conflicting

regulations.
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Sr No. CFTC statement CCIL perspective as noted by CFTC

After reviewing these comments, the Commission

continues to believe that the alternative

compliance regime strikes the right balance

between the Commission's regulatory interests

and the regulatory interests of home country

regulators. As previously discussed, the

Commission does not agree that the level of

reporting required of DCOs subject to alternative

compliance should be further reduced. In

response to CCIL, the Commission notes that the

CEA requires a DCO to meet the DCO Core

Principles in order to be registered and to maintain

its registration, and therefore the Commission

must ensure that DCOs, including DCOs subject

to alternative compliance, meet the DCO Core

Principles, not simply the PFMIs as implemented

by each home country regulator. The Commission

further notes that a non-U.S. clearing organization

that wishes to meet only the PFMIs can apply for

an exemption fromDCO registration.

In response to CCIL, the Commission notes that

the CEA requires a DCO to meet the DCO Core

Principles in order to be registered and to maintain

its registration, and therefore the Commission

must ensure that DCOs, including DCOs subject

to alternative compliance, meet the DCO Core

Principles, not simply the PFMIs as implemented

by each home country regulator. The Commission

further notes that a non-U.S. clearing organization

that wishes to meet only the PFMIs can apply for

an exemption fromDCO registration.

-12.

In the proposal, the Commission asked whether

there are additional regulatory requirements

under the CEA or Commission regulations that

should not apply to DCOs subject to alternative

compliance in the interest of deference and

allowing such DCOs to satisfy the DCO Core

Principles through compliance with their home

country regulatory regimes while still protecting

the Commission's regulatory interests.

CCIL argued that the Commission should be satisfied

with a certification by a home country regulator that a

DCO subject to alternative compliance complies with

the PFMIs. As previously noted, the CEA requires

DCOs to comply with the DCO Core Principles. The

Commission could not permit a DCO to be registered

solely on the basis of a home country regulator's

certification that the DCO complies with the PFMIs.
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7. Concluding Remarks

The draft of the Registration with Alternative

Compliance for Non-U.S. Derivatives Clearing

Organizations was recently put up for comments.

The Commission expects that the amendments will

promote efficiency in the operations of DCOs

subject to alternative compliance by reducing

duplicative regulatory requirements and also

maintain the financial integrity of the swap

transactions that they clear. Along with other CCPs

and CCP 12, CCIL had provided its comments on

the consultation paper. It is to be noted that CFTC

has acknowledged the various issues that were raised

by CCIL and has provided a clear and professional

response for each of the suggestions. It is CCIL's

commitment as a CCP that we would continue to put

forth all the perceived concerns from our market

perspective and work towards building a strong

foundation for clearing of derivative transactions

for all entities in the India financial market. .
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