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On February 23, 2012, the CFTC adopted final rules regarding the internal business conduct of swap dealers and major
swap participants under the Dodd-Frank Act. The rules combine five separate CFTC proposals and address:

— reporting, recordkeeping and daily trading records requirements;
— conflicts of interest involving research and clearing activities;
— chief compliance officer designation and duties; and

— risk management and operational requirements.

The adopted rules are largely similar to the rules proposed by the CFTC at the end of 2010, with a small number of
changes in response to comments. Some of these changes will have significant ramifications for swap entities. Most
importantly, the CFTC has restricted many of the risk management requirements, recordkeeping requirements and chief
compliance officer duties to the “swaps activities” of a swap entity rather than applying them to all of a swap entity’s
activity. The rule, however, remains quite burdensome in many ways. For example, swap entities must make and
maintain records of all oral or written communications that lead to the execution of a swap and must tape all telephone
conversations that include such information.

The rules will become effective 60 days after publication in the Federal Register, which is expected shortly. However, the

compliance dates for different provisions depend on the regulatory status of the swap entity, as discussed in greater
detail in this memorandum.
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If you have any questions regarding the matters covered in this publication, please reach
out to any of the lawyers listed below or your usual Davis Polk contact.

Annette L. Nazareth Gabriel D. Rosenberg
+1 202 962 7075 +1 212 450 4537
annette.nazareth@davispolk.com gabriel.rosenberg@davispolk.com

This communication, which we believe may be of interest to our clients and friends of the firm, is for general
information only. It is not a full analysis of the matters presented and should not be relied upon as legal advice.

This may be considered attorney advertising in some jurisdictions. Please refer to the firm’s privacy notice for
further detalils.
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