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i de ) ol Jld) Gl G plSaT ey Jias ol YOYA
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SO Y e e oBaaae ade ) ans Al
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(1) International Monetary Fund, “Financial Derivatives”, 2015.
www.imf.org/external /np/sta/fd.
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lag Jalat Al jaa Uiy cdlaliddl 2gie o (a2 giall el
ialedl o) a8l Jie 5 ,AY) sl AW @l ) ) ALYl e
Lol bl &aall 4 jlanay) dge ) o el i) Gl

el
e s Bllaias (cryptocurrencies) s siall o sl CJL“AA day g
o g A Al oo ial) dall 48 e 5 Ay el Al dalud)
s (Cryptography) sl e adiad dpad )l dleadl 5 cJlal i alaall
Osasiy e ped clgadiinn e Loy oSy aal Y 4 gl 43850 Y dlee
S AasSaS agle i) by Y Al g Ledadiul s Leaia
a8y e\l daa ) o Cela 85 callally 32 g sall COLeall (BL Jie e
i s 4K 5V aludl Ay g 8 gl gt dale€ 5 jadall o gl el
Commodities )(CFTC) 4a¥) dalidl saall 4 kol diell 4408 )
J45 Al e Llall dly (()(Futures Trading Commission
b o5 ) @)y ¥ gl e IS o A0 ey b Lay cpdud)
G el e gl dallas

Calide 4 gaaall Aiaad) dilal) < soBU ad gl) g el ) il

(') The "U.S. Commodity Futures Trading Commission (CFTC)" was

established in 1974 as a US government independent agency, that
supervises regulates the derivative markets.
The "Commodities Exchange Act (CEA)", prohibits any fraud
conduct in the trading of derivative and commodity contracts. The
role of the CFTC is to develop open, competitive, transparent, and
financially sound markets, in order to reduce the systemic risk, and
to protect the investors, consumers, from manipulation, fraud, and
abusive practices in relation to derivatives along with the other
market products, that are regulated by the Commodity Exchange
Act. Commodity Futures Trading Commission, official website read
from the Internet Archive February 13, 2019.
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Al dgad) 3 E ) ety aa s AL 31 5Y)

Sl @,d skl clead o AW g dd) i
L 60 A ald A coaa Al clatiadl e e
eaas Yoo Jully Oile cilaiie cad 55 cDlead) o leia)
et bl 3 jaiall cbleally Laiias 5 g i o aan S Gl kY]
LD )5 DU A ) Ll Cay com 581 ) ) Al colasina)
oo Bs A clendl en Ladie el 5 omia ol o ldnal
Sl 138 cpalal) Al claadd) o colainall 5 3 ekl dlasll G Jelal
Jisad Bl o gt Al cdlabaall Gaans of ) JBa) i e
Jal aall Gl 185e o) 53 P e Ll dlee ) 3,084 dlaal)
Gl A mul) Ag 8 Gand) il jman il Ayl i)
Ly 5 agilal

DA e (0sSad)) 5_akall D leall alatin Koy 4 AL sl
oad 5 Ay Gl 4 culd b Jid Jos e s oJglal) Gl el
Oyl 4 e saas i slSMe jasa Golia oLy

(1) Jon Southurst, “Australian Regulator: Bitcoin is Not a Financial
Product”, 2014: www.coindesk.com/australian-regulator-bitcoin-
financial-product.

D e Hhsal) Gulia dldlge aal ) G pdgel Bala oo Jualdl e 334l (V)

Y OVA i el daagil

(3) Yessi Bello Perez, “Sweden’s Nasdaq Exchange Approves Bitcoin-
based ETN”,2015,www.coindesk.com/swedens-nasdag-exchange-
approves-bitcoin based-etn.
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Jili 3l e asly) NOK Coin) e 5 aiall cdlaall (5 jlail
(Mallad 5250 5 sl cDleal
Aaalud) 2 giall A aY) Alatl Al Jie Al gl o)
0385 V) agdl s i) CDlaall e Afiial VA da e AlaY)
12 5a Osbiadl Jia oy AV Gl el @l e 46 ) el e
sidal 2o e plsd sae i ad Y] Dol s e 1S
A Laal) G pnl) (S A lalad) Qi ) s ) Gl S0 Al
ALY gl eVl 4 oaab o adly Aalal) Gl e @l
Vs ot LAl s ey alal y AV il y Hadd) cladal
adl dal Ao 8 (e dpephanil) w3l Gl e 0p Sl Cliide e
AaY) agiall 8 4y jlail) alud) Jols A calaid ALY o gaall 3 4y il
ab ey ccliiiiall ailys g jiie Aleal Vbl g Y] gl (3 sud
Gl 8 el 5 Jpa¥) e Al il (3 sl S L) (e
aalatill (py Si) e aandty (dakinal a5 Al Gl jlea
e Colndl ol abaally Gl oS0 dbud) ol @ s ey

(") Established in 2013, it is considered a world leading trading
platform for digital asset operations. It is providing fiat
trading with digital assets, such as Bitcoin, Ethereum,
Bitcoin Cash, Ethereum Classic, and Litecoin. Recently,
OKCoin has been expanded to the US in order to serve more
users around the globe in the future.

(2) No Author Given, “The Bitcoin Derivative Boom Can Be A Mark Of
The Crypto currency's Coming of Age”, 2014.
www.forbes.com/sites/ericximu ~ 2014/08/07/  the-  bitcoin—
derivative—  boom-canbe-a-mark-of-the  coming-Of-age-of-the-
digital-currency.

(3) Will Knight, Show Me the Bitcoins, MIT TECH. R. (Feb. 2014),
http: //www.technologyreview.com/graphiti/524796 /show-me-the-
Bitcoins/.

(4) Mission and Responsibilities, U.S. COMMODITY FUTURES
TRADING COMM’N,
http://www.CFTC.gov/About/MissionResponsibilities /index.htm
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O yitusiund | 3 it 1§ ottt . ol | 3 Gl |
el ald)
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il elGl Gaw s AlEiad gl Gau S a3 -
s ol a3l e e s Gad 13 P e )(CBOT)
E bl e W g g Al Jgpay) (e AiGQ) 2 gEal) sda o Jaladl)
2l Jie Alle e g AT Jpal e A AdEid ol e
cpaally dcadlly CadIS alaall s il olial) e dlsd
(5 aiall claad) 1 pal s claindl 5 cipnal) ClaallS 3L J st

shs cbsale O A (31 3 sl 8 Aldiaddl 2kl nn
@J}i‘;%yﬁl\u)ﬁduhﬁsajiéu%jjidu@eomﬁ
V) Akl 3l 4L jhaal S ldnad sl ek ol (3aY
1A saaid)l @l gl A Al )l il 4 jde aalil ol Al
& el (g L) Sial) o oyt b ey oY) aall ag
Glo OasSill b 5 ALY agiall da e 8 )y o8 Al g (e (g padl)
—i V) il e @l g lgie (Kl g ) il gy Lifiual) Nl

The Chicago Board of Trade (CBOT, £lS da)p i (V)
The Chicago Mercantile Exchange l<ui 4a 55 Wwww.cbot.com)
Saaiall LY ) Al cOllaall s 50 ST (CME, www.cme.com)
U ol el oxl Gew & Lo G cdlbal sV
The London International Financial Futures and“Options Gl I EQ Y
Exchange (www.liffe.com), Eurex (www.eurexchange.com) and
Euronext (www.euronext.com). Robert W. Kolb, Options, Futures,
and Other Derivatives, Ibid, pp.21.

(2) John C. Hull, "Options, Futures, And Other Derivatives:2006;
Futures Contract Definition, CFTC Glossary, U.S. COMMODITY
FUTURES TRADING COMM’N EDUCATION CENTER.
http://www.cftc.gov/consumerprotection/educationcenter/cftcglossar
y.
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siey radly L, 5aY) sanid) Y ) 5 Jdiied) sl e
padys Aabie @l PA e e daladl) ayy Adaas adag s Jal
ol Clia e Gl Y aal Sled A (e daeg Al ol aY
aals LAY GOkl s ) Gilil daliad) di e sal pasal
cshais Jal 4l aiedl 138 cilass

ad VY ad) ) Caa g ALY 2 gall (5 padd g bl Al
Ailaall clileal) oSy 1 V) o (87) A8 aiole (B i Cua 1944
s a5 ae A Js o leie oslalatiall sead gy dasaia dal )
Sl s Al G5V G B Adaadl S o da iy el s
BT PRSI ISPV P I kg PV RS PEENE B ENGLORE PO
.(V)«uais.d\

IS 8 Abaial) sl Bhaail) Bl 3ga s of 48 e uila (5 s
bzl e wjall g e Jead Gl jbally clbliiud e e
GlosY) Ao agial) o3 L (e oasll) Carg (5 (3sudl 3 Cplelaiall

(1) A future contract is a forward contract that has standardized terms
is traded on an organized market and follows a daily settlement
procedure in which the losses of one party to the contract are paid
to the other party” . Don, M. Chance, An Introduction to
Derivatives. p.225. November, 1994.

(2) A futures contract may be used to hedge the buyer or the seller,
changes in the asset price after the futures contract provides gains
to one party and losses to the other. If the price of the underlying
asset increases after the future contract is made, the buyer gains
and the seller losses. If the price of the asset drops, the seller
gains and the buyer losses. Misbahul Islam, Jayanta Chakraborti,
"future and forward contract as a route of hedging the risk’, Risk
governance & control: financial markets & institutions / Volume 35,
Issue 4, 2015.
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J8 e —AaY) agiall b 8 Lo Al <l g1 J o) il ela g
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(1) Finanstilsynet, “Warnings Against Digital Currencies”, 2013
[Online].
Available:www.finanstilsynet.dk/da/Nyhedscenter/Pressemeddelelse
r/2013/Advarsel-mod-virtuelle-valutaerbitcom-mfl-2013.aspx.
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oo e Al geop s Ll e L Sht S 1Y sariue dalS
oo Gl ) e el Gl Gl g AT Eal el < gaY)
(gline Lalu€ o Sl Canat o oSl

(") CEAS§ 6(a) (1936); 7 U.S.C. § 6 (1936).

(*) "Excluded commodityThe term “excluded commodity” means.
- (1)an interest rate, exchange rate, currency, security, security index,
credit risk or measure, debt or equity instrument, index or measure
of inflation, or other macroeconomic index or measure;
(i) any other rate, differential, index, or measure of economic or
commercial risk, return, or value that is.
(I) not based in substantial part on the value of a narrow group of
commodities not described in clause (i); or(II)based solely on one or
more commodities that have no cashmarket.
(iii)any economic or commercial index based on prices, rates, values,
or levels that are not within the control of any party to the relevant
contract, agreement, or transaction; or.
(iv)an occurrence, extent of an occurrence, or contingency (other
than a change in the price, rate, value, or level of a commodity not
described in clause (i)) that is.
(Dbeyond the control of the parties to the relevant contract,
agreement, or transaction; and.
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e Lld (Sl 3y ) daplall (e a2l eocdlld e Sl
il 1Y) W ALY agball e ) Gl 2V Al G ea
Aald ) ) il ddull ()5S 8 sline ol Barfine Lgdl o Lghian 5y (g sl
LAY o aianall gm0 0 gl 5 G sSa EYalae e

JalS 3ail wmds oy oSl e AL Aliiaal 3 il 8l
asiall o 1 e cadad cVSle o8 ansay Lpalanll a3l o
daa 52 Jie 829 sal) Cilia sl L9 2 o aag o sl Al
e G355 ) g Al 0 S5 S a0E Auale (gl el e\l
adatil alidl eVl o slE Lo il 3 Uil Aad 5 dgegdanl) 00
Al Y alall

(IDassociated with a financial, commercial, or economic
consequence.

Exempt commodity.

The term “exempt commodity” means acommodity that is not
an excluded commodity or an agricultural commodity."CEA §
1a(19,20) (1936).
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) 315V i 85 el

53V ol Apalati ) 5l Alligh — Uil s o= W i e G
O a5 peieaall BBl 5 i ) g ks 3l 5 L)
Sl sl ) S A ) gl ety o) seenl] ALl il oY)
A ) Al Al Al @l e Sl (alaial) dala
85l Bl L (i jualall 8 L) 5 Al (31 ) S
sl Jeuds Al Gl kY1 o e o) 13 dile cilatie a1l
8 e led i iy Y ale JSG 5 jdiall CBleall alasind o o 385
) LN s 3l 3, O Al Al

el Jeoadl Lyl g Al 315 00 A aud) Al cioas a8
o) Ladil Al a5 5 jedal) Edleadl o 4l s Jelal g
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(1) Jon Southurst, “Australian Regulator: Bitcoin is Not a Financial
Products”, 2014Available: www.coindesk.com/austrlaian-regulator-
bitcoin-financial-product.
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Lo oabia) il of ol S5 ooasSall dlae (o (ViE00w)
(Go—ili) of il ceay (Vo€ e (Vevoevr) e
Gaatiedl Gy el 21 sl o petiedl e dediall )Y aadid
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(1) SEC v. Shavers et al., U.S. Dist. Ct. E. Dist. Texas, Case No. 4:13-
CV-416; U.S. v. Shavers, U.S.
Dist. Ct. S. Dist. N.Y., Case No. 14-mag-02465, and U.S. v.
Shavers, et al., U.S. Dist. Ct. E. Dist.
Texas, Case No. 14-mj-00355

(2) Jonathan Stempel, “Texan charged in first bitcoin securities fraud
Ponzi.
case”, 2015 Available: www.reuters.com/warticle/2014/11/06/us-
bitcoin-chargesidY SKBN0Q21120141106.
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GLEE dohaat agie auay DA (e @l dgllee e AV Ll
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Aol sl 4y il el s PR (g el 208 aa (3 gl Led A0
) qoldall ALy el g ey oSl Al 3 giall e ALY 46 )
Bkl OOlead) Ciliiia e

La)p oLy (Ledger x) 28,4 Ji (e Usduall 2geall i
OSay 3 ydiall CBLanl) 8 U jean el ) Al (3590 J gl dala
At e A0, Al oY) dis e S il W oS o
Aal el i e (Ledger x) 48,4 clias S8 dusm <Y gl
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(1) No Author Given, “China Police Detain Three in Bitcoin Fraud
Case, Xinhua
Says”, 2013 [Online]. Available:
www.bloomberg.com/news/articles/2013-12-04/china-police-
detainthree-in-bitcoin-fraud-case-xinhua-says

(*) LedgerX is the first federally regulated exchange and clearing house
toclearand list bitcoin swaps and options for the institutional
market. The CFTCoversees LedgerX's registration and regulates
virtual currency derivatives, as a "swap execution facility (SEF)"
and "derivatives clearing organization (DCO).

(3) Zach Miners, “Swap agreement aims to protect Bitcoin holders
from the nextCrash” 2015 [Online]. Available:
www.pcworld.com/article/2111201/swap-agreement-aims-toprotect-
Bitcoin-holders-from-the-next-crash.html.
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(1) LedgerX is now authorized to provide clearing services for fully-
collateralized digital currency swaps. LedgerX was also approved as
a "swap execution facility (SEF)" on July 6, 2017, to make it the
"first federally regulated SEF" allowed for offering clearing
services along with trading facilities for options based on any digital
currency. Meantime, LedgerX was previously grantedin 2015 a
temporary lisensing approval. Now it holds a license for clearing and
trading of financial tools, based on cryptocurrency. These tools are
supposed to reduce investment risks that arises in and
cryptocurrency market. "CFTC Grants LedgerX License as
Derivatives Clearing Organization", Lester Coleman, 27/07/2017.

(%) On January 9, 2014, Overstock.com became the first major retailer

that accepted bitcoin for payments for its products. In the first
twenty two hours, they received over 800 orders worth US $126,000
in bitcoin which represented 4.33% increase in sales from their
normal income of $3 million per day. In March 13, 2014, Overstock
bitcoin income had decrease to about 1%."Overstock to Donate 4%
of Bitcoin Revenue to Foundations Advocating Cryptocurrency
Adoption". Overstock Investor Portal. September 14, 2014.
In August 2018, Overstock.com shares increased 17% after a "major
Chinese equity firm agreed to invest in tZERO, the blockchain
subsidiary vying to reshape the investment world through a SEC-
regulated alternative trading system (ATS)." tZero is an
Overstock.com blockchain subsidiary

. https://en.wikipedia.org/wiki/Overstock.com#Bitcoin.

"tZero was founded on October 2014 to utilize blockchain
technology as a vehicle to revolutionize Wall Street. On December
18th, 2017, tZERO launched its ICO and was met with high levels
of interest and raised upwards of $250 millionin an ongoing 1CO."
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https://coincentral.com/what-is-tzero-and-why-it-could-be-a-big-
deal/, 03 DECEMBER 2018.

(1) Joe Pugliese, “Overstock Files to Offer Stock That Works Like
Bitcoin”, 2015, www.wired.com/2015/04/overstock-files-offer-
stock-works-like-bitcoin.
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(1) Pete Rizzo, “Overstock Invests in Broker-Dealer Ahead of
Decentralized StockMarket Launch”, 2015

,www.coindesk.com/overstock-medici-pro-securities.

(2) Government of the Isle of Man, “Questions and Answers -- Digital
Currencies”,2014.
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Available:www.gov.im/media/1197368/questions_and answers_re
iom_position_on_digital currencies final.pdf.
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(1) Robert W. Kolb, Futures, Options and Swaps, 2" Ed., Blackwell
Publishers Inc., 1997.p11.
Gla)y Aalall 40l G35V Slilee ¢ el deal e aaal /32l a3l (1)
N £ 5a Yo r Y boalil dadls (3 sindl A0S ¢ yinale Al
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(*) Forward contract is a bilateral, unstandardized agreement to sell or
buy a product that will be delivered in a future date. These contracts
are not traded in an organized exchange nor can be resold without
the two parties agrees. Ante Nosi ; Daria Karasalihovi, Sedlar; Lucija
Juki,Oil and Gas Futures and Options Market, The Mining-Geology-
Petroleum Engineering Bulletin, UDC: 550.8:552.1.
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(") If bitcoins are classified as currency-like excluded financial
commodities, they may ultimately be subject to the Treasury
Department’s exemption from clearing and trading applicable to
foreign exchange swaps and forwards. In addition, excluded
commodity bitcoins sold to retail investors would likely be regulated
like retail foreign exchange transactions. However, if bitcoins are
classified as exempt nonfinancial commodities, they may be
completely exempt from swaps regulation if they also qualify as a
forward contract intended for physical delivery. 7 U.S.C. §
1a(47)(B)(ii) (1936).

(*) Forward Contract Definition, CFTC Glossary, U.S. COMMODITY
FUTURES TRADING COMM’N EDUC. CTR.

http://www.cftc.gov/ConsumerProtection/EducationCenter/CFTCGloss
ary/index.htm; Hull, supra note.
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ciohll oS com (Dipais Nge a0 AT gl (Jolall 48
dsiall i Al Legie JS asplal Uiy siall by yd pimy 3 (3al
Lonhl) @) Lldiad) 3l e Led yhal dally 50 3 ghaa culd ALY
RALRER

LAY gl gl USa (sans Y (e bmall (8 sl 1 e
dsng paf aliie) s agen Jo 28l Jae dalull B agd (=2 VY
A Ll Gaiaty o) A S il ) sa sl A5 B e )y

Oo a0 Y il e skl Gy A0 Al a8 G
ekl il 5 ey 53 ((Clearing House) 4, sl cay Dla

(') Simon Yves et Lutier Delphine, Finance Internationale, 9er ed.,
Econmica, Paris, 2005. P. 344.

() “A forward contract is a contract to buy some security or
commodity for a predetermined price, at some time in the future; the
purchase price remains fixed, whatever happens to the price of the
security before maturity.” Peter James,Option Theory, John Wiley &
Sons Ltd, Chichester, England, 2003,pp.8.

ran Op AR Al A @35V da s & deadl Sl ¢ usad Je [ ()

Yo ) v dagda g el Al o Al g dey ) el sl ¢ a8 L g

AN

(") Today,twosystems exist for clearing and settling of derivatives, the
bilateral clearing and settlement and central counterparty (CCP)
clearing and settlement. A CCP isdefined as “... [a]n entity that inter-
poses itself between counterparties to contracts traded in one or
more financial markets, becoming the buyer to every seller and the
seller to every buyer.”Robert R. Bliss and Robert S. Steigerwald,
Derivatives clearing and settlement: A comparison of central
counterparties and alternative structures.
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(*) Forward contract, CFTC Glossary, U.S. COMMODITY FUTURES
TRADING COMM’N EDUC. CTR.,
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http://www.cftc.gov/consumerprotection/ educationcenter/cficglossary/
See also CFTC v. Erskin, 512 F.3d 309 (6th Cir. 2008) (defining and
distinguishing futures and forwards contracts); In re National Gas
Distributors, 556 F.3d 247 (9th Cir. 2009); CFTC v. Hanover
Trading Corp., 34 F. Supp. 2d 203 (S.D.N.Y. 1999) (contracts where
no delivery was contemplated were futures).

(') 77 Fed. Reg. 48,227, 48,228 (Aug. 13, 2012),

http://www.cftc.gov/ucm/
groups/public/@lrfederalregister/documents/file/2012-18003a.pdf.
For the purposes of being excluded from the statutory definition of
“swap,” the CEA defines a forward contract as “any sale of a
nonfinancial commodity or security for deferred shipment or
delivery, so long as the transaction is intended to be physically
settled.” 7 U.S.C. § 1a(47)(B)(ii) (2014).

(*) In 1982, the Ninth Circuit considered a claim by the CFTC that a
company named Co Petro was unlawfully engaging in “futures
contracts,” under which Co Petro sold petroleum “at a fixed price for
delivery at an agreed future date,” but “did not require its customer
to take delivery of the fuel.” CFTC v. Co Petro Mktg. Group, Inc.,
680 F.2d 573, 576 (9th Cir.1982).

The rule, based on the Co Petro holding, focused on whether the
putative purchaser had a subjective intention of actually receiving
delivery of the underlying commodity—if so, it was deemed a
“forward contract,” but if not, it was deemed a “futures contract.
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(') CFTC v. Zelener, (7th Cir. 2004).As the Seventh Circuit declared
upon considering this same provision, this broad language -
"contract( s) of sale of a commodity for future delivery" - cannot
reasonably be applied as broadly as it suggests. See CFTC wv.
Zelener, 373 F.3d 861, 865 (7th Cir. 2004).

(*) Zelener’s classification of the contracts as forwards has not been
disturbed by subsequent amendments to the CEA that expanded the
CFTC’s authority over retail forex transactions. See Secure
Leverage Grp., Inc. v. Bodenstein (In re Peregrine Fin. Grp., Inc.),
(Bankr. N.D. IIl. 2014) (“Congress did not reject the holding in
Zelener that retail forex transactions are spot contracts.”).

(*) Pursuant to the Dodd-Frank Act, on December 2, 2011 the CFTC
clarified the meaning of “actual delivery” solely for the purposes of
retail commodity transactions. See Retail Commodity Transactions
Under Commodity Exchange Act, 78 Fed. Reg. 52,426, Aug. 23,
2013,
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asiall e g S dame UK (OSe) Gie d cq i Sl
el o iy plaal) @l Gl (alliadll e palic du (e de seaa
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http://www.cftc.gov/ucm/groups/public/@Irfederalregister/document
s/file/201320617a.pdf.

(") CFTC v. Erskine, "Transactions in foreign currency each involved
“forward contract,” and not “futures contract,” and thus were not
subject to jurisdiction of Commodities Futures Trading Commission
(CFTC) under Commodity Exchange Act (CEA), given that, in each
transaction, agreement was not traded on an exchange, agreement
was not fungible but involved specific order of specific commodity,
transaction was not bound to stated unit quantity, contract of sale did
not already state particular commodity, contract did not have set
price independent of market price, and price was not related to stated
date on which contract would necessarily come due." Commodity
Exchange Act, §§ 1a(19), 2(a)(1)(A), 7 U.S.C.A. §§ 1a(19),

2(a)(1)(A).
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(1) SEC. 2., (1) The term ‘‘security’’ means any note, stock, treasury
stock, security future, security-based swap, bond..., ““Securities Act
of 1933,

(2) Bank of International settlement (BIS). 4 sall <l gull eliy,
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(1) Don. M. Chance, an Introduction to Derivatives, Ibid, pp. 264.
-Robert W. Kolb«Futures« Options and Swaps« 1bid« pp.613.
- John C Hull, Fundamentals of Futures and Options Markets,
Prentice Hall, New Jercey, 4th ed., 2002, pp. 133.
“A swap is an agreement between two parties, called counterparties,
toexchange sets of cash flows over a period in the future.
”Robert W. Kolb and James A. Overdahl., Financial Derivatives,Ibid,
pp. Vii.
ysa b a3 lgle S clindl gaa) o s el 13 5 S8 mun gl (V)
OV Ll o3gd (Sayg A 10 5 je ey (Baludi Agia Yoo v Lgied &l ot
oo AR il o3 of 5 ((ZeroCouponBond) s (s it el i
Vo e 2y laiull oda 3aiud g o(DefaultRisk) dadl e 3 08l axe Hhalis
o3 ¢y sLanall cuald Lo 138 agin Yov v s laid) o3 el iy (V) (e Al
o Wale 10 555 amy Leal i Al e LSy (o ails e Sl (8 ciland)
o Lot o bagss & 4 J U sa¥) odgn Jai jal) 5208 e s lalis
(O3S Osn Slaidl ¢k (Immunizedneutralized)
(3) Aswapis an agreement between two parties, usually an end user and
a swaps dealer, to exchange sets of cash flows over a period in the
future. Robert W. Kolb and James A. Overdahl., Financial
Derivatives, 2003, John Wiley & Sons, Inc., Hoboken, New Jersey,
pp. 166.
(4) Aswap is a contract between two parties agreeing to exchange
payments on regular futuredates for a defined period of time, where
the two payment legs are calculated on a differentbasis. Andrew M.
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Chisholm, Derivatives Demystified, A Step-by-Step Guide to
Forwards, Futures, Swaps and Options, 2004, John Wiley & Sons
Ltd., England, pp.49.
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() JOHN C. HULL, OPTIONS, FUTURES, AND OTHER
DERIVATIVES 6 (6thed. 2006); FuturesContractDefin
iti o n , CFTC Glossary, U.S. COMMODITY FUTURES
TRADING COMM’N EDUCATION CENTER,

http://www.cftc.gov/consumerprotection/educationcenter/cficglossary.

(*) Definition of “Swap,” “Security-Based Swap,” and “SecurityBased
Swap Agreement”; Mixed Swaps; Security-Based Swap Agreement
Recordkeeping, 77 Fed. Reg. 48,208 (Aug. 13, 2012). Under the
CEA, forward contracts (for nonfinancial commodities) are excluded
from the definition of “swap.” CEA § 1a(47)(B)(ii) (2014), 7 U.S.C.
§ 1a(47)(B)(i1) (2014) (excluding from the definition of swap “any
sale of a nonfinancial commodity or security for deferred shipment
or delivery, so long as the transaction is intended to be physically
settled”).
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(") CEA § 2(e).

(%) 76 Fed. Reg. 43,851 (July 22, 2011) (large trader reporting).

() TeraExchange provides the market participants with anonymous
central limit order book (CLOB) in order to execute a range of
swaps, along with"request-for-quote (RFQ)", "request-for-market
(RFM)" and "indications of interest (IOI)". The products traded on
"TeraExchange" include bilateral contracts, interest rate swaps,FX
cash-settled, credit default swap indices, and non-deliverable
forwards.

The company increases the transparency in the markets along with
the the certainty of clearing, accountability and regulation in the
derivatives markets. "TeraExchange" provides the first regulated
bitcoin index .

"TeraExchange" has a range of approved derivative instruments for
clearing by connected clearing houses, such as CME and
LCH.Clearnet.

In addition, "TeraExchange"provides complementary trading tools
for market participants. "TeraDirect is a sophisticated front-end
execution management system that displays all information and
functionality needed to trade on TeraExchange. TeraCheck is a
proprietary pre-trade credit risk management engine that allows
market participants and their clearing members to enter and maintain
appropriate risk controls and promotes the firmness of orders and
finality of trade execution. TeraCheck integrates seamlessly with all
in-house and external credit hub systems."
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https://www.teraexchange.com/Home/About

TeraExchange filed an application to become a Swap Execution
Facility (SEF) with the Commodity Futures Trading
Commission (CFTC) on July 26, 2013 and received temporary
registration from the CFTC to operate the SEF on September 19,
2013. It also plans to file with the Securities and Exchange

Commission as a securities-based swap execution facility once
the Dodd-Frank rules become finalized. All OTC derivatives will be
listed on TeraExchange, including:

e Interest rate swaps (IRS)

e Credit default swaps (CDS)

e Energy swaps

e Non-deliverable forwards (NDF)

e Equity swaps
TeraExchange announced on March 24, 2014 that it would offer a
swap based on the bitcoin, which would let investors hedge risk
from trading the digital currency.The launch would bring the bitcoin
payment system under the oversight of U.S. regulators for the first
time. TeraExchange plans to list the bitcoin swap on its Swap
Execution Facility
(SEF).Available:http://www.marketswiki.com/wiki/TeraExchanget#tc
ite_note-5.

(') TeraExchange filed a self-certification application for the Bitcoin
Swap with the CFTC on September 11, 2014 and issued a press
release on September 12, 2014 announcing the launch of the Bitcoin
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Swap. The press release noted that TeraExchange had been working
with the CFTC staff “for over six months” to ensure the Bitcoin
Swap meets all of the CFTC’s regulatory requirements." Commodity
Pool Operators, Mutual Funds and Investment Advisers, Policy and
Research", Todd P. Zerega and Andrew P. Cross, September 17,
2014.

(1) Commodities Futures Trading Commission, “Application for
Registration as a
Derivatives Clearing Organization for LedgerX LLC, a Proposed
Bitcoin Derivatives Exchange andClearing House”, 2014 [Online].
Available:http://sirt.cfic.gov/sirt/sirt.aspx?Topic=ClearingOrganizati
onsAD&Key=30998.

(2) Pablo Fernandez Burgueno, “Twelve Things You Should Know
Before UsingBitcoin”, 2013
Available: www.abanlex.com/index.php?s=bitcoin

= (eSll 5 pidiactt Obhmaalf )




— Y et - getaed g Aol A — S Skl — ArslaiB g duciga G eglall dxe

Shlie (e Jo sl dpnad) e sl S e oty G Al e Y
Lo o jine 238 a5 7z ) e Lo Ladie dpia¥) cDlaall Gopn e
MR PG ITRYCHON PR 3.7
SETENS I e i 5 jadal C el Y olie 2gie s P e
05 Clua Bany Ja ) Aabe LS 5 k) Aleall Al daglal
Aabiie 3l DA g g Al dus 6 AY) Bl DLl LVl
sl i e 3056V aludl s A1 aggall 4y el Al A8 e o
o uall ) Zliad daa ) 65 5 jih aay (ledger X) A8 5 (e deaial
e e WY 3l b e 380 ASaY dpldl el
RN T OV P R OSPVRE I (W A 1) RN KEG W RV g N

gy o0
gl | el
5 sl | 3 Guil 1§ el bl | iyl 3 g
( | )

L sl Aaall Al cliiadl e aal &l jlal) age -
o Gls Bl ) s el aal s s diat g oL
o‘)\d‘}{ 4\.\...».\.1)3\ L_ubjs.d\ J;\ 4..\::).\]\ FRYY J"""'-’J cé\.mﬂ.d\ 4.\51.&3\ d\}"“y‘
A Al Il ) ead ol Gl Caiat Ll LS (AL adlad)
D LAY S ol Cun Al B pul) 6 Aadiine B ) seay Ll
Jead (B e n ¥ A poaiiuall Aadle g fp paiiuall # 50 3
slal Gy (Al aal ) lemis 8 ey o (Gl hlie
Gt Juw (B Alle jhlae Jead (B e g il o el dulia

(") See 17 C.E.R. 50.50(c)(i)(F) (2013) (recognizing that “a swap is
used to hedge or mitigate commercial risk if” such swap reduces
“risks in the conduct and management of a commercial enterprise”
from “[a]ny fluctuation in interest, currency, or foreign exchange
rate exposures arising from a person's current or anticipated assets or
liabilities™).
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(4) New York — Exchange — Inyse Glossary of terms acronyms — p.2.

—_— eS| 3yt | S Mol e




— Y et - getaed g Aol A — S Skl — ArslaiB g duciga G eglall dxe

S Yol e o) dua caliie Cay el e o Calll (5 g
i ey CDlae g il g aeud) o Lal g cagudl o Lk Ll g
callaall 138 8 s g Cogas e 13 5 e a5 el

ookl 4 ey cpioh o die sl <) W SSA) 48 e
a3l Y oSl c@all (nial) AV Gajlally (Lladl aadl) SV
gl Cpme 5 OB [2E) an] dame e cpee Jual g el
o Cpxe e o Jball jaas diasy Gall @y Jiliay [(8laatnY)
O sea] Fands es il

Ll VWYodd ol S LAY ase g eadl gkl e
b S e i) 5 gial) o g 8 L 355 A 3 giadly tlgily AV ) A
AL oY) ) e saame B m f 6l el sl g il
sy Badae A ) b DA aaale o) A <l ) e Ly
il ol iy ade V) L ddn

Ol jrw ol adae oA Sy caly LAl sie oy LS
S daal a5l e i ol SNV Gadl (ST c3all ) g jidie any
G Al it Asia ) Bae e (B JLEAY) Al (e M e e
28 o L) g 23m

s Ui (5 il ey iy sadl 1S5l 6 LAY e Giyus
L) gana dpia 35 i DA d3ma ey dal g f )80 Gl 3

Aagpdl Ase AL 30 Cu Q) G b LAY e a6 (V)
s YA A AV0aed (alall il dae Apdlay) clad pall s Al
AP G caY N Pk = ) 78 J 1 salas i oK)
e YOYA Y il e (Gl il alall 1) Ka YT ) ald) (V)
(3) Options contract A contract that, in exchange for the option price,
gives the option buyer the right, but not the obligation, to buy (or
sell) a financial asset at the exercise price from (or to) the option
seller within a specified time period, or on a specified date
(expiration date.
(4 ) A contract giving the buyer the right —but not obligating— to buy or
sell a commodity at a specific price for specific period of time”.
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(1) David M. Weiss, After Trade is made: Processing Securities
Transactions, New York Institute of Finance, NYIF CORP, 1986,
pp.226.
(2) “Swaps are privately negotiated derivatives. They trade in an
offexchange, over-the-counter environment. A significant industry
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has arisen to facilitate swap transactions. This chapter considers the
role of swap dealers who stand ready to accept either side of a
transaction (e.g., pay-fixed or receive-fixed) depending on the
customer’s demand at the time.” Robert W. Kolb and James A.
Overdahl., Financial Derivatives, 2003, John Wiley & Sons, Inc.,
Hoboken, New Jersey, p. 166
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options will be permitted to transact subject to the same rules
applicable to any other swap”), Reg. at 25,326.
http: //www.cftc.gov/ucm/
groups/public/@Irfederalregister/documents /file/2012-9888a. pdf.
These exempt “trade options” are still subject to CFTC rules
regarding recordkeeping, reporting, anti-fraud, and anti-
manipulation. Id .at 25,326-25,328. Other exempt commodity
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