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CFTC Adopts Part 4 Rule Amendments to 
Codify Certain CPO and CTA Relief 

Summary: 

At an open meeting on November 25, 2019, the U.S. Commodity Futures Trading Commission (the 

“Commission” or “CFTC”) voted to adopt certain amendments to its Part 4 Rules, which govern the 

operations and activities of commodity pool operators (“CPOs”) and commodity trading advisors (“CTAs”), 

in two separate releases.1  This memorandum is intended to provide a brief, high-level overview of the 

most significant aspects of these amendments. 

Taken together, the amendments largely codify relief available under a number of existing CFTC staff no-

action and exemptive letters and other guidance, including CPO and CTA exemptions for qualifying family 

offices in Regulations 4.13 and 4.14, respectively, an exclusion for business development companies in 

Regulation 4.5, amendments to Regulations 4.7 and 4.13(a)(3) intended to codify the JOBS Act relief, 

thereby obviating the existing requirement to submit an additional notice filing to claim such relief, an 

amendment to Regulation 4.13(a)(3) to make clear that any “qualified eligible person”, as that term is 

defined in Regulation 4.7, is eligible to invest in a Regulation 4.13(a)(3) exempt pool, and amendments to 

Regulation 4.27 to codify CPO-PQR and CTA-PR reporting relief for certain classes of CPOs and CTAs.  

In response to comments, the Commission also confirmed the continuing validity of staff “not a pool” 

letters in the context of family investment vehicles, notwithstanding the adoption of specific CPO and CTA 

exemptions for family offices.   

The amendments include a technical amendment to Regulation 4.5 to reflect that the registered 

investment adviser is the most appropriate person to claim an exclusion thereunder with respect to a 

registered investment company or a business development company.  Subject to the points discussed 

below, the final rules generally align with the changes originally proposed in October 2018.2   

                                                      

1  See Registration and Compliance Requirements for Commodity Pool Operators and Commodity Trading 
Advisors: Registered Investment Companies, Business Development Companies, and Definition of Reporting 
Person, available at https://www.cftc.gov/media/3126/federalregister112719/download and Registration and 
Compliance Requirements for Commodity Pool Operators (CPOs) and Commodity Trading Advisors: Family 
Offices and Exempt CPOs, available at https://www.cftc.gov/media/3131/federalregister112719a/download  

2  The Commission proposed these amendments last year as part of its Project KISS initiative to streamline and 
simplify its rules.  See Registration and Compliance Requirements for Commodity Pool Operators and 
Commodity Trading Advisors, 83 Fed. Reg. 52902 (Oct. 18, 2018). 

https://www.cftc.gov/media/3126/federalregister112719/download
https://www.cftc.gov/media/3131/federalregister112719a/download


Fried Frank Client Memorandum 

2 

In response to concerns expressed by commenters regarding the potential for increased compliance 

burdens on offshore CPOs and the appropriate application of the exemption under Regulation 

3.10(c)(3)(i) to such entities, the Commission withdrew its proposal to codify and replace CFTC Staff 

Advisory No. 18-96 with a new exemption for CPOs of offshore pools, referred to as the proposed 18-96 

Exemption, pending further analysis of these issues. This may include undertaking a more 

comprehensive review of the extraterritorial application of the CPO/CTA rules in the future.  The practical 

result is that both CFTC Staff Advisory No. 18-96 and the exemption under Regulation 3.10(c)(3)(i) 

remain unchanged. 

In response to comments, the Commission did not adopt a proposed amendment which would generally 

have required any person claiming a CPO exemption under Regulation 4.13(a) (other than the family 

office exemption) to represent that neither the person nor any of its principals is subject to a statutory 

disqualification.  This issue is also pending further consideration by the Commission.  Additionally, in 

response to concerns expressed by commenters, the Commission eliminated the proposed notice filing 

requirement for the CPO family office exemption and instead has made it self-executing, just as the CTA 

family office exemption.  Commissioner Dan M. Berkovitz objected to both of these determinations and 

cast the sole dissenting vote with respect to adopting this portion of the Part 4 rule amendments.   

The rule amendments will become effective thirty days following the date of publication in the Federal 

Register.  However, compliance with Regulation 4.5(c)(5), the annual notice affirmation requirement, by 

investment advisers with respect to registered investment companies affected by the amendment to 

Regulation 4.5, will not be required until March 1, 2021 in order to allow time for this transition. 

Discussion: 

In finalizing the Project KISS aspects of the amendments generally as proposed, the Commission has 

provided market participants and their counsel with greater legal certainty by reducing the need to 

navigate a patchwork of staff no-action and exemptive letters and other guidance in areas where 

interpretive consensus has developed.  These amendments also promote harmonization with the rules of 

the Securities and Exchange Commission, and thereby reduce unnecessary regulatory friction.  This is a 

helpful development which should facilitate compliance. 

Similarly, by withdrawing the proposed 18-96 Exemption, thereby keeping CFTC Staff Advisory No. 18-96 

in its current form and avoiding any potential adverse impact on the availability of the extraterritorial 

exemption from CPO registration under Regulation 3.10(c)(3)(i), the Commission has responded to the 

concerns expressed by a number of commenters on this issue and reduced the uncertainty which had 

resulted from various statements contained in the preamble to the Federal Register release 

accompanying the proposed amendments to its Part 4 rules.   

We will continue to monitor and report on developments in this area.  

* * * 
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