U.S. COMMODITY FUTURES TRADING COMMISSION
Three Lafayette Centre
1155 21st Street, NW, Washington, DC 20581
Telephone: (202) 418-5430
Facsimile: (202) 418-5536

Division of Clearing and
Intermediary Oversight

January 21, 2010

To: All Commodity Pool Operators
Attention:  Chief Financial Officer
Subject: Annual Reporting for Commodity Pools

The Division of Clearing and Intermediary Oversight (“DCIO™ or “Division™) of the
Commodity Futures Trading Commission (“CFTC™ or *Commission™) is issuing this letter to
assist commodity pool operators (*CPOs") with the preparation and filing of commodity pool
annual financial reports required under the Commodity Exchange Act (“Act”) and Commission
regulations.' This letter highlights current regulatory changes affecting CPOs with respect to
financial filing and provides reminders of requirements in response to common deficiencies
observed in prior years™ annual reports. CPOs, including those that operate in non-U.S.
jurisdictions, are encouraged to provide this letter to their public accountants and others assisting
in the preparation of commodity pool annual financial statements.

The Division has issued similar guidance letters in prior years, which are available at the
Commission’s website.” Those letters should be consulted as they contain information relevant
for many commodity pools including the following topics:

e American Institute of Certified Public Accountants’ (“AICPA™) Statement of Position
(“SOP”) 03-04. Reporting Financial Highlights and Schedule of Investments by
Nonregistered Investment Partnerships: An Amendment to the Audit and Accounting
Guide, Audits of Investment Companies ( Accounting Standards Codification (ACS) 946-
210-50-4 ) (2004 letter); an illustration of the investments schedule can be found in
Attachment B);

e A CPO’s reporting obligation when claiming relief under Regulation 4.13 for a pool
previously operated without exemptive relief (2006 letter);

1 The Act is codified at 7 U.S.C. §1 et seq. The Commission’s regulations are found in Title 17
of the Code of Federal Regulations. The Commission’s internet website, www.cftc.gov,
provides links to both the Act and Commission regulations.

2 Prior letters from 1998 forward are available at the Commission’s website at
http://www.cftc.cov/industrvoversight/intermediaries/guidancecporeports.html.




e A CPO’s obligation to provide notice of replacement of accountant (2006 letter);

e Notice regarding election of fiscal year other than calendar year (2006 letter);

e Process for requesting confidential treatment of commodity pool annual reports (2006
letter): and

e AICPA SOP 95-2, Financial Reporting by Nonpublic Investment Partnerships,
applicability to both required audited and unaudited commodity pool annual financial
reports (2004 letter).

In addition, CFTC interpretations and other staff letters that provide written guidance
concerning the Act and the Commission’s regulations are available on the Commission’s
website. In particular, an illustrative example regarding Regulation 4.22(¢e)(2) is available in
CFTC Interpretative Letter 94-3, Special Allocations of Investment Partnership Equity.

I. Recent Regulatory Amendments

CPOs and public accountants should be familiar with the Commission’s regulations.
particularly Regulations 4.7 and 4.22, in preparing and filing commodity pool annual financial
statements. The CFTC recently amended its regulations’ governing the periodic account
statements that CPOs are required to provide to commodity pool participants and, effective for
2009, the annual financial reports that CPOs are required to provide to commodity pool
participants and file with the National Futures Association (“NFA™). The amendments became
effective December 9, 2009 and changes that affect annual reporting requirements will be
applicable to commodity pool annual reports for fiscal years ending December 31, 2009 and
later. The amendments:

e Specify detailed information that must be included in the periodic account statements and
annual reports for certain commodity pools with more than one series or class of
ownership interest:

o Clarify that the periodic account statements must disclose either the net asset value per
outstanding participation unit in the pool. or the total value of a participant’s interest or
share in the pool;

e [Extend the time period for filing and distributing annual reports of commodity pools that
invest in other funds:

e Codify existing Commission staff interpretations regarding the proper accounting
treatment and financial statement presentation of certain income and expense items in the
periodic account statements and annual reports;

e Streamline the final reporting requirements for pools ceasing operation;

e Establish conditions for use of International Financial Reporting Standards (“IFRS™) in
licu of U.S. Generally Accepted Accounting Principles (“U.S. GAAP™) and a notice
procedure for CPOs to claim such relief; and

* See 74 FR 57585 (November 9, 2009).
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