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The availability of a wideanging exemption to registration with the U.S. CommyoFutures Trading Commissic
(“CFTC") has meant that most ndhS. Managers have been able to avoid the full reach of fugetation in the
u.s.

On 24 April 2012, the most commonly used exemption, CREgulation 4.13(a)(4), will be rescinded. Consetly,
fund managers with at least one U.S. investor that are currehfigg on that exemption have until 31 December 2
to do one of the following:

» stop trading in commaodity futures, retail foreign exchanggraots and most swaps on U.S. mai

» seek to qualify under thde minimis exemption from Commaodity Pool Operator (“CPQ”) registratset forth ir
CFTC Regulation 4.13(a)(3) and file for such exemptioh wit U.S. National Futures Association (“NF

» determine whether any other exemption islicable, or
» register with the CFTC as a CPO and comply with certair-registration requirements.

The applicability of the rules is generally determined by whetieze is at least one U.S. investor in a fund b
managed by that manager although theeelimited registration exemption available under Part 30eoCFTC
regulations for commodity pool operators located outsidethited States that have U.S. investors but who trade
in “foreign futures and foreign options”.

Avoiding CPO Registration: De minimis Exemption

Registered CPOs are generally subject to a significant regutatadgn. As such, fund managers that contint
manage funds that have U.S. investors that trade, on U.Sets\arkfutures contracts, options on futures cots,
retail foreign exchange contracts and swaps other than seaséyg bwaps (“commaodity pools”) should cons
carefully whether they are able to rely on de minimis exemption from CPO registration set forth in CF
Regulation 4.13(a)(3).

Under therevised CFTC Regulation 4.13(a)(3), an exemption fromstedion can be claimed if the commodity p
at all times meets one of the following te

a. the aggregate initial margin, premiums, and required minineaurgy deposit for retail forex transeons
required to establish such positions do not exceed 5% difjindation value of the pool’s portfolio,
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b. the aggregate net notional value of the pool's commodity intpositions does not exceed 100% of
liquidation value of the pool’s portfol.

The net notional value of the pool's commodity interesttjpos referenced in (B) above are calculated as fol

» for each futures position: by multiplying the number aitcacts by the size of the contract, in contract
(taking into account anmultiplier specified in the contract), by the current marketepper un

» for each option position: by multiplying the number ofitacts by the size of the contract, adjusted by its del
contract units (taking into account any multiplier sped in the contract), by the strike price per

» for each retail forex transactions: by calculating the U.S. Dedlare of such transaction at the time the transa
was established, excluding for this purpose the value inbffars of offsetting Ing and short transactions
any

« for any cleared swap: by the value of the notional underlyingnoadity used to calculate periodic settlerr
payments during the life of the swap as reported pursugatrtel5 of the CFTC's regulatio®

In addition, fuures contracts may be netted with the same underlying coityracdoss designated contract marl
and foreign boards of trade, and swaps may be netted watisssleared on the same designated clearing organi

CPO Registration

Fund managers currently relying on the unlimited trading ekemghat are not able to rely on tde minimis
exemption are required to determine whether they fall undehemetemption or register as CPOs by 31 Decel
2012. Other than the exemptitox CPO’s trading foreign futures and foreign optiohss not thought likely that ar
wideranging exemption will be available to fund manag

In order to register as a CPO, fund managers must file aredaolm and pay a o-off, nontefundable apjication fee
of U.S.$200. In addition, for each natural person wteo“@rincipal” or “associated person” of the applicant fi
manager, a separate online form must be submitted togethex fivitierprint card and a n-refundable fee ¢
U.S.$85.00. Irial NFA membership dues are U.S.$750 and annual renewal feasiametly U.S.$850 per year. T
registration process usually takes between two and three n

The “principals” of a fund manager generally include, as applicabldirectors, offices, managers and membe
together with persons holding certain percentage interests aotifay rights. Details of each “principal” will
made available publicly on the NFA webs

“Associated persons” are generally those people who are inviohany capacity in the solicitation of funds, securi
or property for participation in a commodity pool or fupervision of persons so engaged. The CEO of a
manager is also deemed to be an “associated person”. Each “assoc&uatlipeequiredo pass a particular NF
exemption test (typically the Series 3 exam or the Series 32ieragistered with the FSA in the United Kingdo
prior to registration.

Both principals and associated persons are subject to a fimjeeguirement and backgrcd check

! For notional value to be reported under Part 4Bpitld have to be matched or affirmed by countéiggprior to reportin.
Presumably, the notionahlue of a swap that is not required to be clearedld also be the value reported under Part 45&
CFTC'’s regulations, but such swaps would not be perdhitidoe nette:
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Post-Registration Requirements

Registered CPOs are subject to quarterly reporting requirearethtsmiust complete an annual NFA questionnai
update certain basic information about their business and mebpted form CP-PQR reporting. A se-examination
checklist, which may be requested as part of a NFA audit,alssbe completed and retained internally. There is
a requirement for registered CPOs to maintain certain buseessls, including copies of account agreements
propridary trading records. Registered CPOs who limit invegtoitsnds they operate to “qualified eligible perso
may claim an exemption from certain specific disclosure, peraaicannual reporting and rec-keeping
requirements pursuant to CFTC Regolat4.7

As members of the NFA, registered CPOs are required to adhegplicable NFA compliance rules anc-laws.
Among other things, these requirements cover the cont@nbofotional materials and the establishment of wr
business continuityral disaster recovery pla

Commodity Trading Advisors: Exemption from Registration

For completeness, it is worth clarifying that the CFTC fathar rescinded, nor proposed to rescind the exem
from commodity trading advisor (“CTA”") registration forth in Section 4m1 of the U.S. Commodities and Exch.
Act, as amended, as clarified by CFTC Regulation 4.14(a

Individuals or entities providing advisory services in setf commodity futures and relying on that exemption 1
registration cartherefore continue to do !

The above summary is general in nature and is not intendedeichlustivi
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