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	ICE OTC Markets -  Announcement of Significant Price Discovery Status for Henry Hub LD1 Natural Gas Swap
On July 24, 2009, the Commodity Futures Trading Commission (CFTC) deemed that the ICE cash-settled Henry Hub LD1 Natural Gas Swap (Henry Hub swap) is a significant price discovery contract (SPDC).  As an SPDC, the Henry Hub swap will be subject to U.S. futures-style regulation, including reporting requirements and position limits. 

Implementation 
ICE will have ninety days from July 24 to demonstrate compliance with the SPDC core principles.   After the CFTC approves ICE’s compliance regime, ICE Henry Hub swap market participants will have ninety days to come into compliance with ICE’s rules, including position limits and position accountability levels.  In the next few weeks the CFTC will publish rules governing the ICE Henry Hub swap market as an SPDC, including position management and reporting rules. These rules will become an annex to ICE’s OTC Participant Agreement.
Position Limits

Pursuant to the CFTC’s rules, the new position limits for the ICE Henry Hub swap will be equivalent to the CME’s position limits and position accountability levels for the financially-settled natural gas swap (NN) and the physically settled natural gas swap (NG). Limits will affect any customer carrying ICE’s regular 2,500 MMBtu/day flow swap as well as the ICE Lot contract. The following will apply to ICE’s Henry Hub swap:

· Position limit of 4,000 contracts in the final three days before settlement.  

· Position accountability level of 48,000 contracts in any one month or all months.

As background, a position limit is a hard limit. Traders exceeding the position limit without a hedge exemption will be required to reduce position size.  A position accountability level is a soft limit.  At its discretion, ICE may require a trader over a position accountability level to justify or reduce its position. 

ICE expects to have the authority to grant hedge exemptions to participants based upon bona fide hedging or risk management needs.  Ed Dasso, Manager of Market Surveillance, will be the point person for hedge exemption questions and requests.  
Reporting 
ICE has already started requesting large trader reports from market participants, per our OTC market participant notice issued in August 2008.  Shortly, the CFTC will be begin requiring that clearing firms send large trader reports directly to the CFTC, in addition to the reports sent to ICE. Positions in ICE’s SPDC markets will be aggregated into the CFTC’s weekly Commitment of Traders Report (COT).  In addition to current reporting requirements, last month the CFTC proposed expanding the reporting requirements for all futures and SPDC market participants.  ICE will notify participants in its markets of any additional reporting obligations.  
Member feedback and queries

Members should address general queries about the new position reporting requirements to Ed Dasso, Manager, Market Surveillance or Trabue Bland, Director, Regulatory Affairs. 
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