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ICE OTC Markets  

In June 2008, Congress passed legislation increasing regulation of 
certain instruments trading on exempt commercial markets (ECMs) such 
as the ICE trading platform for Over the Counter energy swaps.  The 
new law requires ICE participants to report large trader positions to the 
CFTC on a daily basis for OTC swaps that have been determined by the 
CFTC to be Significant Price Discovery Contracts (SPDCs).  SPDCs are 
OTC contracts that i) trade with material volume and  ii) settle on the 
price of a Designated Contract Market’s contract, or iii) serve as an 
independent pricing benchmark for the underlying cash market.  In 
addition, ICE will be required to institute position limits and position 
accountability levels for significant price discovery contracts.   As 
outlined in previous advisories, ICE believes at least one contract, the 
Henry Hub Natural Gas Swap (and option) will be designated by the 
CFTC as a significant price discovery contract.  

In December, the CFTC issued proposed rules to implement the new 
ECM legislation.  While the final rules may change, the proposed rules 
give a good overview of what the new SPDC regulations will entail.  This 
advisory will summarize key aspects of the rulemaking.   

Implementation 

By legislative mandate, the CFTC must issue final rules by March 15, 
2009.  After the CFTC determines a contract meets the SPDC test at a 
subsequent hearing, the ECM will have 90 days to implement the 
position limits and large trader reports.  Over that time, ICE will be 
issuing advisories to inform market participants of the new requirements.   

Large Trader Reporting 

The proposed rulemaking will require large traders (which typically 
represent 70-90 percent of the market) to file reports on open positions 
in SPDC contracts.  Large trader reports are generated by clearing firms 
and sent both to the CFTC and the Exchange.  In preparation for the 
new regulations, ICE began collecting large trader reports on the Henry 
Hub natural gas swap in October (see Advisories 08/001 and 09/001).  
The new regulations will require clearing firms to report directly to the 
CFTC. For more information on large trader reports, please see the 
CFTC’s website at 
http://www.cftc.gov/industryoversight/marketsurveillance/ltrp.html 

Position Limits/Position Accountability Levels 

The legislation and the proposed rulemaking require exchanges to adopt 
position limits in the spot month and position accountability limits and 
levels for non spot months and across all months.  Position limits are 
hard limits and if a trader exceeds a limit they must file a hedge 
exemption or reduce the position.   Accountability levels are soft limits 
and the exchange may require a trader to provide information to justify 
any position over the accountability level.  For more information, please 
see the CFTC’s website at 
http://www.cftc.gov/industryoversight/marketsurveillance/speculativelimit
s.html#P8_883 

 

 



 

    

Member feedback and queries 

Members should address general queries about the new regulations to 
Trabue Bland, Director of Regulatory Affairs.  

Further Information can be found at  

https://www.theice.com/markets_otc.jhtml 

 


