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Ms.ElizabethM. Ivluryhy 
Seoretary 
Securities Commissionand Exchange 
100 F Street.N.E. 
WashingtonD.C.20549-6628 

RE: Petitionfor Rulemakins 

DearMs. Murphy: 

Pltrsuartto the Commission's Rule of practice192.1netitionis herebv 
made to adopt a nerv rule identicalto Commission Rule3al2-8 (',Rule")2under the 
SecuritiesExchangeAct of 1934lthe "Act"]r in Iight of the fact that the Commission 
has lailed to emplov that Rule,despite one or more requests to rlo so, since 
enactment of the Commodity Futures Modemization Act of2000 (the ,,CFN4A,,)(p 
L. 106-554,I 14 Stat. 2763 (200q1on the groundthat the CFMA no longer allowi 
the Rule to be used for the purposeof exempting from Commissionregistration 
undersection 3(a)(12) ofthe Ast an,v futures contracton the sovereigndebt ofa 
foreign government so that it ma,v lar.vfullybe offered to United Statespersons 
pusuantto section 2(a)( I )(C)(iv)of the CommodityExchangeAct.' In the 

l7 c.F.R. $20 r  .192. 

1d at .  $240.3a l2-8.  

l5 U.S.C.$ 78aer.req. 

7 U.S.C. $81 er .seq. 

L/. at$2(aXIXC)(iv). 
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altemative,request is hereby made to reactivate the Rule andto passupon all 
pendingrequests thereunder. 

Historical background. As pat ofthe Commodity Futures Trading 
Commission("CFTC") reauthorization legislation in 1982,0 an arrangement made 
earlier between the CFTC and the SEC with respect to thejurisdictional treatment of 
certain futures contracts related to securities (the "Shad-JohnsonAccord") was 
enactedinto law. As a tesult. futures contracts on broad-based stock indexesand on 
securities exempted by the Commission under section 3(a)(12) of the ActT were 
assignedto the jurisdiction of the CFTC. The CFMA has not altered that 
assignment.as discussed below. 

Section3(a)(12) ofthe Act, however, does not expressly address the 
exemption of sovereign debt of foreign governments.However, the Commission 
adopted the Rule which extends the exemptions to certain qualified foreign 
governmentsecurities upon application. Until adoption of the CFMA, the sovereign 
debt of twent.v-one (21) nations was admitted to this exemption, allowing futures 
contracts on those securities to be acquired and sold by United Statespersonsif 
cedain terms and conditions were met. 

As noted above, that relief has been withheld by the Commission ever 
sinceenactment of the CFMA despite one or more requestsfor inclusion in the 
Rule'scoverage. 

Analysis. The CFIVIA created a system of co-regulationbelrveen the 
Commissionandthe CFTC with respect to a statutorily defined "securityfuture." 
Conforming amendments were made as a result to the enabling statutes of both the 
Commission and the CFTC. in both the Act and the Commodity Exchange Act, that 
detinition explicitly states that a futures contract on "anexemptedsecurity under 
section 3(a)(12) ofthe Securities ExchangeAct of 1934" is nol a security future." 
Accordingll-, it is clear that the Congress sought by its creation of a limited system of 
co-regulation nol to affect thepre-exislingprogramunderthe Rule for futures on 
foreign governmentsecurities. 

Moreover,the same definition is used in the Act and the Commodity 
ErchangeAct when discussing possibleadoption by the agencies ofjoint regulations 

FuturesTrading P.L.97-444.96 (1983),Act of  1982, Stat .2294 

l5 U.S.C. $ 78c(a)(12).  

15 U.S.C. S78c(a)(55) $ Ia(31).and7 U.S.C. 
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"to permit the off'er and sale ofa security futures producttraded on or subject to the 
rules ofa foreign board oftrade to United States persons."'While no such 
regulationshaveyet been adopted, securitiesthat can be exemptedunder section 
3(a)(12) of the Act are explicitly excluded from the definition of "securityfutr.re"so 
that anyjoint rulemaking on this subject simply would not apply and thus this 
rulemakingprovision cannotbe seen as having revoked or superseded the prior 
exemptive regime. 

Ifnecessary, request is hereby made to adopt a new Rule identical to 
the old Rule so that the exemptiveprogramfor sovereignlbreign securities can 
resume or, more practicably,to re-activate the original Rule so that pendingrequests 
mav be nrocessed. 

1s u.s.C. $78f(kx1)and7u.S.c.$2(a)( l)(E)( i) .  


