
Discussion Draft

Discussion Draft Prepared by FTX US Derivatives

Proposed Digital Asset Disclosure and Certification
for the purpose of listing digital asset futures, options, or swaps on a CFTC registered exchange

(Spring 2022)

FTX US Derivatives (“FUSD”) anticipates a continuing expansion of the scope of digital
assets that may underlie futures, options, or swaps contracts listed for trading on
derivatives venues registered with the U.S. Commodity Futures Trading Commission
(the “CFTC”).  As this growth accelerates, trading venues seeking to list these products
must continue to meet their core principle obligations with respect to new products.  In
that context, FUSD proposes in this paper a digital asset certification process through
which a designated contract market (each, a “DCM”) and/or swap execution facility
(each, a “SEF”) may certify to the CFTC that a given digital asset is a suitable underlier
for a product to be listed for trading on a DCM or SEF (and, if applicable, clearing on a
CFTC registered derivatives clearing organization).

Overview

● FUSD believes that thoughtful transparency surrounding the key economic,
technical, and functional characteristics of a given digital asset and related
network is critical to ensuring that market participants appropriately understand
the products they are trading.

● A practical approach to creating and delivering this transparency is achievable.
● Under the proposal outlined below, a DCM or SEF seeking to list a digital product

would first submit to the CFTC a digital asset certification with respect to a given
digital asset underlying a new listed product, and that certification must:

○ Include, at a minimum, the information outlined in this proposal,
○ Be made public by the DCM or SEF listing the product at least 5 days

before the product is listed for trading, and
○ Be updated and refreshed by the DCM or SEF, from time to time (and no

less than annually), for as long as a product related to that digital asset is
listed and traded.

● FUSD believes that DCMs and SEFs may begin following this process on a
voluntary basis, immediately.

● Ultimately, we believe that the CFTC should use guidance and eventually, after a
pilot period, formal rulemaking to compel DCMs and SEFs to follow this process
when listing digital asset products.
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● This process is proposed as a supplement to and not a replacement of the
CFTC’s January 2018 guidance addressing the heightened review of
self-certified digital asset derivatives products by CFTC registered exchanges
(see:
https://www.cftc.gov/sites/default/files/idc/groups/public/%40customerprotection/d
ocuments/file/backgrounder_virtualcurrency01.pdf).

Process Mechanics and Process Timeline

● A DCM or SEF determines to list a new future, option, or swap on a digital asset
underlier (whether physically or financially settled).

● In creating the self-certification (CFTC Rule 40.2) or request for approval (CFTC
Rule 40.3) filing for the product, the DCM or SEF shall include as an appendix a
series of information related to the underlying digital asset, as outlined below (the
“Digital Asset Information Appendix” or “Appendix”).

○ This information may generally be sourced from the digital asset’s
ecosystem user community, and/or via independent research and analysis
of the blockchain underlying and ecosystem surrounding the relevant
digital asset, including through publicly available materials.
Notwithstanding that sourcing, the information in the Appendix shall legally
be submitted by / filed by the DCM or SEF, and that entity shall be
responsible for ensuring the accuracy and credibility of the content.

○ If a DCM or SEF is listing a new product type referencing a digital asset
for which the DCM or SEF has previously submitted a Digital Asset
Information Appendix, the DCM or SEF may refer instead to the current
version of that Appendix rather than submitting a new one.

● If the filing is a self-certification, the DCM or SEF shall voluntarily elect not to list
the product for trading until five (5) business days after the first submission of the
Digital Asset Information Appendix and the publication of the same on the DCM’s
or SEF’s website.  If the filing is a request for approval, the product may not be
listed until approved.

Form of Digital Asset Information Appendix (see below)

* * * *
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Digital Asset Information Appendix
Digital Asset: [NAME]

Last refreshed: [DATE]

General Overview

This Digital Asset Information Appendix (the “Appendix”) is being published by [DCM /
SEF] as an informational and educational tool in connection with [DCMs/SEF/s] listing of
CFTC jurisdictional products that settle via the delivery of or reference to the price of (or
a pricing index referencing the price of) the digital asset described herein.  This
Appendix will be updated and refreshed, from time to time and at least annually, in order
to incorporate any material updates and changes that the [DCM/SEF] deems necessary
in order make this Appendix substantially complete and not materially false or
misleading.  Unless otherwise stated, [DCM/SEF] was not involved in the creation,
invention, issuance, or distribution of the digital asset described in this Appendix, and
[DCM/SEF] warrants only that the material presented herein reflects the results of its
good faith efforts to collect and summarize the important economic, technical, and
functional characteristics of the described digital asset.  This is not a registration
statement for proposes of the securities laws.

1 The Digital Asset

(A) Identification of the Digital Asset.
● Identify the digital asset by its name, token symbol, contract address,

and/or any other identifying information reasonably useful to allow a
market participant to identify the digital asset; if applicable, link to the
blockchain explorer for the digital asset.

● Identify the type of network(s) (i.e., Layer 1, Layer 2, smart contract,
etc.) on which the digital asset resides, if applicable.

(B) Creation / Genesis of the Digital Asset.
● Describe the original release or genesis/creation of the digital asset (or,

where relevant, the genesis/creation of the protocol or other similar
code/underlier that permits or supports the creation/issuance of units of
the digital asset).

● If relevant, describe the role of any key individuals or entities necessary
for the creation/issuance of new units of the digital asset.

Digital Asset Information Appendix
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2 Purpose, Function, Governance, Users, and Maintenance

(A) Digital Asset Purpose and its Network.
● Provide a narrative, plain-English description of the purpose of the

digital asset and, where applicable, the general mechanics of its
relationship to the network on which it resides (however, if the
underlying network is a commonly known network - such as ethereum,
solana, etc., you may alternatively identify the network and note any
nuances applicable to understanding the functioning of the digital asset
on the network).

● If accretive to the above, please also describe (or refer to previously
published description of) the native network on which the digital asset
resides.  For example, if the digital asset is used as part of a Layer 2
Network, also include information about both the Layer 2 Network and
Layer 1 Network on which it is built, provided that Layer information
may be incorporated by reference to previously published material.

● Describe in detail the current or anticipated functions of the digital asset
(either standing alone and/or on its network, as applicable).  This may
include whether the digital asset is used as “gas”, or payment for
performing a transaction on the network, to create or register a new
digital asset or smart contract on the network, or to purchase goods or
services on the network.

● If the digital asset is used as “gas” or another similar form of access or
use payment, discuss how gas prices are calculated and whether there
is a formula for gas prices determined by the network’s software.

(B) Blockchain and the Digital Asset.
● Explain why blockchain/distributed ledger technology is important for

the digital asset.
● Describe potential competitors/competing products to the digital asset

and, if relevant in the context of the digital asset, its network.

(C) Digital Asset Function.
● If not already addressed, describe the consensus methodology for

transacting in or otherwise using the digital asset.
● Include an explanation of any fees, such as transaction costs, gas fees,

etc., applicable for transacting in or using the digital asset and/or on its
network, including how they are assessed and who receives such fees.

● Identify any relevant material whitepaper(s), source code, code
repository, code audits, and block explorer links for the digital asset.

(D) Digital Asset Users and Community.
● If not already provided, identify the various roles that exist in connection

with the digital asset and, as relevant, its network, including users,
on-chain service providers (if applicable), developers, transaction
validators (miners/validators), governance participants, etc.

Digital Asset Information Appendix
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● For each role, identify how many participants there are and how active
they are in relation to the digital asset, or if too difficult to determine,
what metrics can be used to gauge activity.

● Explain which participants require digital assets and how digital assets
are used in each case.

● For each role, explain how to participate; and include any technological
requirements as applicable, such as for on-chain service providers,
miners/validators, etc.

● Identify and describe material participants, e.g., core development
team(s), significant validators, active governance participants,
foundation(s), etc.

(E) Digital Asset Governance; Conflicts
● If not already provided, provide an explanation of the governance

mechanisms for implementing changes to the digital asset (and, if
applicable, its network), including voting thresholds and quorum
requirements.

● Describe any governance rights provided to digital asset holders or that
digital asset holders can by proxy provide to others.

● Describe whether there is a board of directors, governing body and/or
any type of foundation that could make governance decisions and
provide details on the decisions that could be determined.

● Explain how the members of any governing body are elected or
appointed.

● Describe any material governance proposals and the votes on each
proposal.

● Describe what happens in the event of a governance impasse or
significant community disagreement regarding digital asset and/or
network governance decisions.

● Address any potential conflicts of interest.

(F) Digital Asset Technology and Software Maintenance.
● If not already addressed above, describe how code updates are written

and reviewed and ultimately deployed.
● Identify any official or other material communications channels or fora

for discussion of technical matters related to the digital asset.
● Explain whether a fork in the blockchain for the digital asset may arise

where different versions of the blockchain’s software are used by
miners and/or node operators (as applicable).

● Describe any efforts to ensure the integrity of the code underlying the
digital asset and its network, including third party or internal audits,
cybersecurity testing, periodic code review and updates, etc.

(G) Transparency; Roadmap; Environment.
● Describe the types of disclosures provided to users of the digital asset

to include potential earnings of a user, explanations of the potential fees

Digital Asset Information Appendix
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a user may incur, details on token economics, and information about
prior token allocations, equity financings, and related commitments.

● If relevant, describe the digital asset’s and/or its network’s
development/product roadmap, and what is required to reach
milestones.

● Explain the environmental impact of the digital asset and its network
along with any efforts to minimize that impact.

3 Financial Information

(A) Digital Asset Token Economics.  Provide information about the digital
asset’s incentives, use, and token economics. Relevant information may
include the following:

● Supply and distribution -
○ Original launch date for the digital asset and a summary of

available trading history.
○ Total digital asset supply (total amount of digital assets that there

will ever be in existence)
○ Circulating digital asset supply (amount of digital assets that

have been minted and are currently in circulation)
○ Digital asset supply schedule (release schedule for additional

digital assets that can be minted or distributed, as well as an
indication of whether supply is inflationary vs. deflationary and
whether issuance is fixed vs. variable);

○ Vesting schedule (i.e., a schedule for digital assets that have
been allocated to investors, founders, or other similar persons or
entities, that are subject to vesting);

○ Digital asset distribution/allocation (information about how digital
assets were initially distributed among investors, founders,
miners/node operators, other participants, treasury reserve, etc.);

● Revenue and cost factors -
○ Total revenue generated via or through the digital asset, by

participant (e.g., miners, node operators, stakers, liquidity
providers, etc.);

○ Costs associated with transacting in the digital asset, if
applicable, whether on its network or otherwise (e.g., gas fees,
fees to miners/node operators, etc.);

○ Any other fees that might be applicable for specific activities like
mining, staking, borrowing, providing liquidity, etc.;

○ Other expenses borne by users (e.g., on a monthly basis) to
operate or use the digital asset on its network;

Digital Asset Information Appendix
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● Size and related metrics -
○ Where applicable, TVL (“Total Value Locked”) of the network (the

sum of all digital assets deposited in the network that are earning
rewards, interest, etc., as applicable);

○ Total number of users, developers, miners, node operators,
stakers, etc. (noting that some participants may fulfill multiple
roles);

○ Number of active wallet addresses;
○ Total funds in the treasury of the network and/or any entity that

may be viewed as an ecosystem foundation, community
development pool, or other similar treasury.

(B) User Earnings.
● Provide an explanation of the potential earnings of a digital asset user,

including through mining, staking, liquidity provision, liquidations,
funding rates, or any other way in which a user may earn digital assets
or other returns on the digital asset - directly or, if applicable, on its
Network.

● Specify the circumstances that could result in a user not receiving those
earnings. Describe whether any other members of the Network
ecosystem community participate in such earnings, and whether any
such community members compete with users, if applicable.

(C) Sources of Funding.
● To the extent possible, provide to date how the digital asset’s

development and related material operations of any Network ecosystem
participants have been funded.

● Describe any known intention of future offering(s) of the digital asset.
●

4 Other Information

(A) Legal and Other Proceedings.
As of the date of this Appendix, note whether the listing exchange is aware of
any material legal or other similar proceedings or processes, whether through
current or threatened litigation, known investigations that are reasonably likely
to lead to litigation, known enforcement efforts, or other similar actions
involving the digital asset and/or any material Network participants and the
digital asset.  Provide general details of any known matters.

(B) Selected Risk Factors.
● Digital assets frequently do not represent legal tender, and many
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question whether they have intrinsic value. The price of many digital
assets is based on the agreement of the parties to a transaction.

● The price of a digital asset is generally based on the perceived value of
the digital asset and supply and demand forces, and is subject to
changes in sentiment, which makes digital assets highly volatile.
Certain digital assets have experienced daily price volatility of more
than 20%.

● Digital assets may not and typically do not have rights traditionally
associated with holders of equity or debt securities, including rights to
dividends, rights in insolvency, or legal or contractual rights to exercise
control in connection with the operations of any inventor, sponsor,
issuer, or other similar person or entity.

● Futures, options, and swaps related to a given digital asset may be
traded on a CFTC licensed exchange but may also be traded through
privately negotiated transactions and through numerous online trading
platforms and intermediaries around the world. The lack of a centralized
pricing source poses a variety of valuation challenges. In addition, the
dispersed liquidity may pose challenges for market participants trying to
exit a position, particularly during periods of stress.

● The relatively new and rapidly evolving technology underlying digital
assets introduces unique risks. For example, a unique private key is
typically required to access, use or transfer a digital asset. The loss,
theft or destruction of a private key may result in an irreversible loss.
The ability to participate in, or occurrence of forks could also have
implications for investors.

● The cybersecurity risks of digital assets and related “wallets” or markets
include, among other things, hacking vulnerabilities and a risk that
publicly distributed ledgers may not be immutable. A cybersecurity
event could result in a substantial, immediate and irreversible loss for
investors in a digital asset or its value. Even a minor cybersecurity
event in a digital asset is likely to result in downward price pressure on
that product and potentially other digital assets.

● One or more jurisdictions may, in the future, adopt laws, regulations or
directives that affect digital assets, underlying networks, and their
users. Such laws, regulations or directives may impact the price of
digital assets and their acceptance by users, merchants and service
providers. These can include developments in commodities laws,
securities laws, consumer protection, tax, and privacy or other legal or
regulatory regimes implicated by the use of the digital asset and/or
network as applicable.

● Many digital assets and, where applicable, their underlying networks
rely substantially on the engagement and contributions of a developer
community that is frequently under no obligation to continue supporting,
developing on, or otherwise engaging with the digital asset and/or the
network.  The cessation of engagement by and contributions from
certain developer communities can result in meaningful decreases in
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value of a digital asset.
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