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93n CoNGREss } 
2dSession 

SENATE { REPoRT 
No. 93-1194 

COMMODITY FUTURES TRADING COMMISSION ACT 
OF 1974 

SEPTEMBER 30, 1974.-0rdered to be printed 

Mr. TALMADGE, from the committee of conference, 
submitted the following 

CONFERENCE REPORT 
[To accompany H.R. 13113] 

The committee of conference on the disagreeing votes of the two 
Houses on the amendment of the Senate to the bill (H.R. 13113) to 
amend the Commodity Exchange Act to strengthen the regulation of 
futures trading, to bring all agricultural and other commodities 
traded on exchanges under regulation, and for other purposes, having 
met, after full and free conference, have agreed to recommend and 
do recommend to their respective Houses as follows: 

That the House recede from its disagreement to the amendment of 
the Senate and agree to the same with an amendment as follows: 

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following: . 
That this Act may be cited as the "Commodity Futures Trading Com­
mission Act of 197 4"· 

TITLE I- COMMODITY FUTURES TRADING 
COMMISSION 

SEc. 101. (a) Section 2(a) of the Commodity Exchange Act, as 
amended (7 U.S.C.2,4),isamended- ·. 

( 1) By inserting " ( 1) " after the subsection designation. 
(2) By striking the last sentence of section 2(a) and werting in 

lieu thereof the following new sentence: "The words 'the Commission' 
shall mean the Commodity Futures Trading Commission established 
under paragraph (2) of this subsection." 

(3) By add~ng at the end thereof the followVng new paragraphs:·~ 
"(2) There is hereby established, as an independent agency of~. "'" ~ .. U' .. -

1 
'" . 

United States Government, a Commodity Futures Trading C~- <'9~ 
(1) f·.~ ::v 

38-()10 \ :: "'<'' 
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SENATE 
Calendar No.I 080 

{ REPORT 
No. 93-1131 

COMMODITY FUTURES TRADI~G COMMISSION ACT 
OF 1974 

AuousT 29, 1974.-0rdered to be printed 
Filed under authority of the order of the Senate of August 22, 1974 

Mr. TAurADGE, from the Committee on Agriculture and Forestry, 
submitted the following 

REPORT 
[To accompany li.R. 13113] 

The Committee on Agriculture and Forestry, to which was referred 
the bill (H.R. 13113) to amend the Commodity Exchange Act to 
strengthen the regulation of futures trading, to bring all agricultural 
and other commodities traded on exchanges under regulation, and for 
other purposes, having considered the same, unanimously reports fa­
vorably thereon with an amendment in the nature of a substitute and 
recommends that the bill do pass. 

SHORT EXPLAXATION 

H.R. 13113 makes extensive changes in the Commodity Exchange 
Act, brings under Federal regulation all agricultural and other 
commodities, goods, and services traded on exchanges, and otherwise 
strengthens the regulation of the Nation's $500 billion commodity 
futures trading industry. 

The bill is designed to further the fundamental purpose of the Com­
modity Exchange Act in insuring fair practice and honest dealing 
on the commodity exchanges and providing a measure of control over 
those forms of speculative actiYity which often demoralize the markets 
to the injury of producers, consumers, and the exchanges themselves. 

(1) 
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sion. The Com mission shall be composed of a Chairman and four other 
Convmissio,ners, who shall be appointed by the President, by and with 
the admice and consent of the Senate. In nominating persons for ap­
pointment, the President shall seek to establish and maintain a bal­
anced Commission, including, but not limited to, persons of demon­
strated knowledge in futures trading or its regulation and persons of 
demonstrated knowledge in the production, merchandising, processing 
or distribution of one or more of the commodities or other goods and 
articles, serviceB, ·right& and interests cove'red by this Act; Not more 
than three of the members of tlie Oom,mission shall be members of the 
same political party. Each Commissioner shall hold office for a term of 
five years and until his successor is appointed and has qualified, ex­
cept that he sluill not so conttl([;ue to gerve beyond the expiration of 
the newt session. of Congress subsequent to the expiration of said 
fixed term of office, and except (A) any Commissioner appointed to 
fill a vacancy occurring prtorto·tke expiration of the term for which 
his predecessor was appointed shall be appointed for the remainder 
of such term, and (B) the terms of office of the Commis8ioners first 
taking office after the enactment of this paragraph shall eaJpire as 
designated by the President at the time of nomination, one at the 
end of one year, one at the end of two years, one at the end of three 
years, one at the end of four years, and one at the end of five years. 

"(3) A vacancy in the Commission shall not impair the right of the 
remaining Commissioners to exercise all the powers of the Commission. 

"(4) The Commission shall have a General Counsel, who shall be 
appointed by the Comnd.'Ssion and serve at the pleasure of the Com­
rn.ission. The General Couii.selshall report directly to the Oommission 
and serve as its legal advisor. The Commission shall appoint such other 
attorneys as may be necedsary, in the opinion of the Commission, to 
assist the General Counsel, represent the Commission in all discipli­
nary proceedings pending before it, represent the Commwsion in courts 
of law whenever appropriate, assist the Department of Justice in han­
dling litigation concerning the Commission in courts of law, and per­
form such other legal duties and f'l!,nctions as the Commission may 
direct. 

" ( 5) The Commwsion shall have an Ewecutive Director, who shall 
be appointed by the Commission, by and with the advice and consent 
of the Senate, and serve at the pleasure of the Commission. The Execu­
tive Director shall report directly to the Commwsion and perform 
such functions and duties as the Commwsion may prescribe. 

'' ( 6) (A) Except as otherwwe provided in this paragraph and in 
paragraphs (4) and (5) of this subsection, the executive and adminis­
trative function8 of the Commis8ion, including functions of the Com­
mission with respect to the appointment and supervision of personnel 
employed under the Commi8sion, the distribution of busine8s among 
8tteh personnel and among admini8trative units of the Commis8ion~ 
and the use and expenditure of funds, shall be ewercised solely by the 
Chairman. 

"(B) In carrying out any of his functions under the provisions of 
this paragraph, the Chairman shatl be governed by general policies 
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tJf the Ot111t1m,usibn mnd by such regulatory decisiom; findings, and de­
te1'mi'~Uitio'n8 as the Commission may by law. be authorized to make. 

" (C) The appmntmettt by the Chairman of the heads of major ad­
minutrative iunits under the Com~mission shall be subject to the ap­
proval of the Commissio-n. 

"(D) Perso-nnel employed regularly and full time in the immedi­
ate offices of Commissioners other than the Chairman shall not be 
affected bY, the provisii?-Tt8 of this paragraph. ~ 

"(E) There are hereby reserved to the Commission its functiona 
1.oith r~spect t? r~visi'!"g budget ~stim,ates and 'l.oith resP_ect to det~r­
mining the dUJtNbutum of appropriated funds according to maJ01' 
programs a11d purpose8. 

"(F) The (fhai'T"fii,an may from time to time make such pro1Jisions 
as he shall deem appropriate authorizing the performance by any 
officer,· employee, or administrative unit ttnder his jurisdiction of any 
functiom of the Chairman under this para,qraph. 

"(7) No Commissioner or employee of the Commission shall accept 
employment or compensation from any person, exchange. or clearing­
house subject to regulation by the Commission under thi.; Act dnring 
his term of office, nor shall he participate, directly or indirectly, in 
any contract market operatiom or transactions of a clwracte1· subject 
to regulation by the Commission. · 

" ( 8) The Commission shall, in cooperation with tlw Secretary of 
': Agri01.tltnre, establish a separate office within the Department of Agri-

01.tlture to be staffed with employees of the Commission for the pnrpose 
of maintaining a liaison between the Commission and tlte Department 
of Agri01.tlture. The Secretary shall take snch steps as may be necessary 
to enable the Commission to obtain information and ntilize such serv­
ices and facilities of the Department of Agri01.tltnre as may be neces­
sary in order to maintain effectively such liaison. In addition, the 
Secretary shall appoint a liaison officer, who shall be an employee of 
the Office of the Secretary, for the purpose of maintaininp a liaison 
between the Department of Agri01.tltnre and the Com~mMsion. The 
Commis8ion shall furnish such liaison officer appropriate office space 
within the offices of the Commission and shall allow snch liaison officer 
to attend and observe all deliberations and proceedings of the 
Commission. 

" ( 9) (A) Whenever the Commission snbmits any bndget estimate or 
reqnest to the President or the Office of Management and Budget, it 
shall con01.trrently transmit copies of that estimate or req?.test to the 
Ho'ttSe and Senate Appropriations Committees and the Honse Com­
mittee on Agricultnre and the Senate Committee on Agri01.tltnre and 
Forestry. . 

"(B) Whenever the Commission transmits any legislative recom­
mendations, or testimony, or comments on legislation to the President 
or the Office of Management and Budget, it shall concurrently transmit 
copies thereof to the Honse Committee on Agri01.tltnre and the Senate 
Committee on Agri01.tltnre and Forestry. No officer or agency of the 
United States shall have ami!J anthority to reqnire the Commission to 
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s·ubmit its legislative recommendations, or testimony, or comments on 
legislation to any officer or agency of the United States for approval, 
comments, or review, prior to the submission of BUChrecom;mendations, 
testimony, or comments to the Congress. In instances inwhwh the Com­
mission voluntarily seeks to obtain the comments or review of any 
officer or agenfJy of the United States, the Commission sluill include a 
description of such actions in its legislative recom;mendations, .,testi­
mony, or comments on legislation which it transmits to the Congress. 

"(10) The Commission shall have an official seal, which sluill be 
judicially noticed. 

"(11) The Commission is authorized to promulgate such rules ,and 
regulations as it deems necessary to govern the operating procedures 
and conduct of the business of the Co'm!mission." 

(b) Section 19! of the Commodity Exchange Act, as amended (7' 
U.S.C. 16), is amended by striking such section and inserting in lieu 
thereof the following: 

"SEc 12. (a) The Commission may cooperate with any Department 
or agency of the Government, any State, territory, district, or posses­
sion, or department, agency, or political subdivision thereof, or any 
person. 

"(b) The Commission sluill have the authority to employ ~U(jh in­
vestigators, special experts, Administrative Law Judges, clerks, and 
other employees as it may from time to time foru1 necessary for the 
proper performance of its duties and as ma'!/ be from tirme to time 
appropriated for by Congress. The Commismon may employ experts 
and consultants in accordance with section 3109 of title 5 of the 
United States Code, and compensate such persons at rates not in excess 
of the maximum daily rate prescribed for GS-18 under section 5332 of 
title 5 of the United States Code. The Commission shalJ, also have 
authority to make and enter into contracts with respect to all matters 
'which in the judgment of the Commission are necessary and appropri­
ate to effectuate the JYUrposes and provisions of this Act, including, 
but not limited to, the rental of necessary space at the seat of Govern-
ment and elsewhere. · 

"(c) All of the expenses of the Commissioners, including all neces­
sary expenses for transportation incurred by them while· on official 
business of the Commission, sluill be allowed and paid on the presenta­
tion of itemized vouchers therefor approved by the Commission. 

" (d) There are hereby authorized to be appropriated to carry out 
the provision.<J of this Act such sums as may be required for the fiscal 
year ending June 30, 1975, for the fiscal year ending June 30, 1976, for 
the fiscal year ending June 30, 1977, and for the fiscal year ending 
June 30, 1978." 

SEc. 102. (a) Section 5314 of title 5 of the United States Code is 
amended by adding at the end 'bhereof the following new paragraph: 

" ( 60) Chairman, Commodity Futures Trading Commission." 
(b) Section 5315 of title 5 of the United States Code is amended by 

adding at the end thereof the following new paraf/raph: 
"(100) Members, Commodity Futures Trad'tnf! Commission." 

(c) Section 5316 of title 5 of the United States Code is amended by 
adding at the end thereof the following new paragraphs: 

"(135) General Counsel, Commodity Futures Trading Com­
mission. 



5 

"(136) Ernecutive Director, Commodity Futures Trading Com­
mission." 

SEc.103. The Commodity Exchange Act, as amended, is amended­
( a) By striking the word "Secretary" and the words "Secretary of 

Agrimilture" wherever such words appear therein (except where the 
'Words "Secretary of Agriculture" first appear in section 5(a) (7 
U.S.C. 7) or where said words would be stricken by su.bsectwn (b), 
(c), or (d) of this section) and by inserting in lieu thenof the wmvl 
"C ommisswn". 

(b) By striking the words "the Secretary of Agriculture or" 1Dher­
e~·er they appeal' in the phrase "the Secretar.?J of Agriculture or the 
Commission". 

(c) By striking the words "the Secretary of Agriculture, who shall 
thereupon notify the other members of" from section 6 (a) thereof 
(7 D.S.C. 8). 

(d) By striking "the Secretary of Agricultu,re (or any person des­
ignated by him)," from section 6(b) thereof (7 U.S.C.15). 

(e) By striking the word "he", "his", or "He" wherever such word 
is used therein to refm• to the Secretary of Agrimilture, and by in­
serting in lieu thereof the word "it", "its", or "It", respectively. 

(f) By striking the words "United States Department of Agricul­
ture" and "Department of Agriculture" where1;er they appear therein 
and by inserting in lieu thereof the word "Commission". 

(g) By inserting in section 5(a) (7 U.S.C. 7) after the words "Sec­
retary of Agriculture" where the same first appear therein the u•ords 
"or the Commission". 

SEc. 104. All of the personnel of the Commodity Exchange Au­
thority, property, records, and unexpended balance of appropria­
twns, allocations, and other f'unds employed, 'U.'$ed, held, a1Jailab1e, or 
to be made available in connection with administration of the Com­
modity Exchange Act shall be transferred to the Comrnodity Futures 
Trading Commission upon the effective date of this Act. 

SEc. 105. Section 8 of the Commodity Exchange Act, as amended 
(7 U.S.C. 1~, 1~-1), is amended by adding at the end thereof the 
following new paragraph.Y: 

"The Commission shall submit to the Congress a 1.oritten report 
1vithin one hundred and t1.venty days after the end of each fiscal year 
detailing the operations of the Commisswn during S1tch fiscal year. 
The Commission shall include W!, such report such information, data, 
and recommendations for further legislation as it may deem advisable 
with respect to the administration of this Act and its pmcers and fttnc­
tions under this Act. 

"The Comptroller General of the United States shall conduct re-
1!iews and audit8 of the Commission and make reports thereon. For 
the purpose of condncting such reviews and audit8 the Comptroller 
General shall be furnished such informatwn regarding the powers, 
duties, organizations~ transactions, operations, and acti?;ities of the 
Commission as he may require and he and his duly authorized rep­
resentatives shall, for the purpose of securing such information, have 
ancess to and the right to examine any books. do01lments. papers. or 
records of the Commission except that in his reports the Comptroller 
General shall not include data and information 1.vhich would sepa­
rately di~close the busines:o: transantions of any person and trade secrets 
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or names of customers, although such data shall be provide_d upon re­
quest by any committee of either House of Congress acting within the 
scope of its jurisdiction." 

SEc. 106. The Commodity Exchange Act, as amended, is amended 
by adding at the end thereof the following new section: 

"SEc.14. (a) Any person complaining of any violation of any pro­
vision of this Act or any rule, regulation, or order there·IJJ1Uier by any 
person registered under section 4d, 4-e, 4lc, or 4m of this Act may, at 
any time within t1vo years after the cause of action accrues, apply to 
the Commission by petition, which shall briefly state the facts, where­
upon, if, in the opinion of the Commission, the facts therein contained 
1.varrant such action, a copy of the complaint thus made shall be 
forwarded by the Commission to the respondent, who shall be crilled 
upon to satisfy the complaint, or to answer it in writing, within a 
reasonable time to be prescribed by the Commission. 

"(b) If there appear to be, in the opinion of the Commission, any 
reasonable grounds for investigating any complaint made under this 
section, the Commission shall investigate such complaint and may, if 
in its opinion the facts warrant such action, have said complaint served 
by 1·egistered mail or by certified mail 01' otherwise on the respondent 
and afford such person an oppm'tunity for a hearing thereon before 
an AdministrathJe Law Judge designatecl by the Commission in any 
place in which the said person is engaged in business: Provided, That 
in complaints wherein the amount claimed as damages does not exceed 
the sum of $'2,500, a hearing need not be held and proof in support of 
the complaint and in suppm't of the respondent's answer may be sup­
plied in the forrn of depositions or verified statements of fact. 

" (c) After opportumty for hearing on complaints where the dam­
ages claimed exceed the sum of $'2,500 has been provided or waived 
and on complaints where damages claimed do not exceed the sum 
of $'2,500 not requiring hearing as provided herein, the Commission 
shall determine whether or not the respondent has violated any pro­
vision of this Act or any rule, regulatimi, or order thereunder. 

"(d) In case a complaint is made by a nonresident of the United 
States, the complainant shall be required, before any formril action 
is taken on his complaint, to furnish a bond in double the amount of 
the claim conditioned upon the payment of costs, including a reason­
able attorney's fee for the respondent if the respondent shall prevail, 
and any reparation award that may be issued by the Commission 
against the complainant on any counterclaim by respondent: Pro­
vided, That the Commission shall have authority to waive the furnish­
ing of a bond by a complainant who is a resident of a country which 
permits the filing of a complaint by a resident of the United States 
without the furnishing of a bond. 

" (e) If after a hearing on a complaint made by any person under 
sub8Cction (a) of this section, or without hearing as provided in sub­
sections (b) and (c) of this section, or upon failure of the party com­
plained against to answer a complaint duly served within the time 
prescribed, or to appear at a hearing after being duly notified, the 
Commission deterrnines that the respondent has violated any pro­
vision of this Act, or any rule, regulation, or order thereunder, the 
Commiss·ion shall, unless the offender has rilready made reparation 
to the person complaining, determine the amount of damage, if any, 
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to which such person is entitled as a result of such "Violation and shall 
make an order directing the offender to pay to such person complain­
ing such amount on or befMe the date fiwed in the order. If, after 
the respondent has filed his answer to the complaint, it appears therein 
that the respondent has admitted liability for a portion of the amount 
claimed in the complaint as damages, the Commission under such 
rules and regulations as it shall pescribe, unless the respondent has 
already made reparation to the person complaining, may issue an 
order directing the respondent to pay to the complainant the undis­
puted amount on or before the date fiwed in the order, leaving the 
respondent's liability for the disputed amount for subsequent deter­
mination. The remaining disputed amount shall be determined in the 
same manner and under the same procedure as it would have been deter­
mined if no order had been issued by the Commission with respect 
to the 'IJIIUlrisputed sum. 

"(/) If any person agai'(lst whom an award has been made does not 
pay the reparation award within the time specified in the Commission's 
order, the complainant, or any person for 'whose benefit such order was 
made, within th1•ee years of the date of the order, may file a certified 
copy of the order of the Commission, in the district court of the 
United States for the district in which he resides or in which is located 
the principal place of busines8 of the respondent, for enforcement of 
such reparation award by appropriate orders. The orders, writs, and 
processes of such district court may in such case run, be served, and be 
1·etu1"1Uible anywhere in the United States. The petitioner shall not be 
liable for costs in the district court, nor for costs at any subsequent .<~tate 
of the proceedings, unless they accrue upon his appeal. If the petitioner 
finally prevails, he shall be allowed a reasonable attorney's fee, to be 
tawed and collected as a part of the cost$ of the suit. Sub.ject to the right 
of appeal under subsection (g) of this section, an order of the Com­
mission awarding reparations shall be final and conclusive. 

"(g) Any order of the Commission entered hereunder shall be re-
1.'iewable on petition of any party aggrieved thereby, by the United 
States Court of Appeals for any circuit in which a hearing was held, or 
if no lux!-ring was held, any circuit in which the appellee is located, 
under the procedure provided in paragraph (b) of section 6 of this Act. 
Such appeal shall not be effective unless within 30 days from and after 
the date of the reparation order the appellant also files with the clerk 
of the court a bond in doUble the amount of the reparation a'warded 
against the appellant conditioned upon the payment of the judgment 
entered by the court, plus interest and costs, including a reasonable 
atto1'11.ey's fee for the appellee, if the appellee shall prevail. Such bond 
shall be in the form of cash, negotiable securities having a market value 
at least equivalent to the amount of bond prescribed, or the undertak­
ing of a surety company on the approved list of sureties issued by the 
Treasury Department of the United States. The appellee shall not be 
liable for costs in said court. If the appellee prevails, he shall be allowed 
a reMonable attorney's fee to be tawed and collected as a part of his 
costs. 

" (h) Unless the registrant against whom a reparation order hM been 
issued shows to the satisfaction of the Commission within fifteen days 
from the expiration of the period allowed for compliance with such 
01•der that he has either taken an appeal as herein authorned or has 
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made payment in full as required by such order, he shall be prohibited 
from trading on all contract markets and his registration slwll be sus­
pended automatically at the expiration of such fifteen-day period until 
he shows to the satisfaction of the Commission that he has paid the 
amount therein specified with interest thereon to date of payment: 
Pr(YVided, That if on appeal the appellee prevails or if the appeal is 
dismissed the auto-nwtic prohibition against trading and suspension of 
·registration shall become effective at the expiration of thirty days 
from the date of judgment on the appeal, but if the judgment is stayed 
by a court of competent jurisdiction the suspension shall become effec­
tive ten days after the expiration of such stay, unless prior thereto the 
judgment of the court has been satisfied. 

" ( i) The provisions of this sectwn shall not become effective until 
one year after the date of its enactment: Provided, That claims which 
arise within nine months immediately For to the effective date of this 
section may be heard by the Commisswn after such one year period." 

SEc.107. The Commodity Exchange Act, as amended, is amended 
by adding at the end thereof the following new section: 

"SEc. 15. The Commission shall take into consideration the public 
interest to be protected by the antit1'U8t laws and endeavor to take 
the least antwom.petitive means of achieving the objectives of this Act, 
as well as the policies and purposes of this Act, in issuing any order 
or adopting any Commission rule or regulation, or in requiring or 
approving any bylaw, rule, or regulation of a contract market or regis­
tered futures association established pursuamt to section 17 of this 
Act." 

TITLE /I-REGULATION OF TRADING AND EXCHANGE 
ACTIVITIES 

SEc.201. Section2(a) of the Commodity Exchange Act, as amended 
( 7 U.S.C. 2, 4), is amended-

( a) By striking after the word "eggs," the word "onions,". 
(b) By strikitng the period at the end of the third sentence of the 

section and substituting therefor the following:", and all other goods 
and articles, except onions as provided in Public Law 85-839, and all 
services, rights, and interests in which contracts for future delivery 
are presently or in the future dealt in: Provided, That the Commis­
sion shall have exclusive jurisdiction with respect to accounts, agree­
ments (including any transaction which is of the character of, or is 
rommonly known to the trade as, an 'option\ 'privilege', 'indemtnity', 
'bid', 'offer', 'put', 'call', 'advance guaranty', or 'decline guaranty'), 
and transactions involving contracts of sale of a commodity for future 
delivery, traded or exe()Uted on a contract market designated pursuant 
to section 5 of this Act or any other board of trade, exchange, or mar­
ket, and transactions subject to regulation by the Commission pursuant 
to section 217 of the Commpdity Futures Trading Commission Act of 
1974: And provided further, That, except as _hereinabove provided, 
nothing contatined in this section shall ( i) supersede or limit the juris­
diction at any time conferred on the Securities and Exchange Commis­
sion or other regulatory authorities ·under the laws of the United 
States or of any State, or ( ii) ·restrict the Securities and Exchange 
Commission and such other authorities from carrying out their duties 
and responsibilities in accordance with such laws. Nothing in this sec-
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tion shall supersede or limit the jurisdiction conferred on courts of 
the United States or any State. Nothing itn this Act shall be deemed 
to govern or in any way be applixJable to transactions in foreign 
currency, secmrity warrants, secmrity rights, resales of installment 
loan contracts, repurchase options, government secmrities, or mort­
gages and mortgage purchase commitments, unless such transactions 
involve the sale thereof for futrure delivery conducted on a board of 
trade." 

SEc.202. Section2(a) of the Commodity Exchange Act, as amended 
(7 U.S.C. 2, 4), is amended by addinp at the end of paragraph (1) 
the following new sentences: "The term 'commodity trading advisor' 
shall mean any person 1.oho, for compensation or profit, engages in 
the business of ad1-•ising others, either directly or through pttb­
lications or 1.oritings, as to the value of commodities or as to the ad­
visability of trading in any commodity for future delivery on OP sub­
,iect to the rules of any contract market, or who for compensation 
or profit, and as part of a regular business, issues or promulgates 
analyses or reports concerning commodities; but does not include 
(i) any bank or trust company, (ii) any newspaper reporter, news­
paper columnist, newspaper editor, la1.vyer, accountant, or teach­
er, (iii) any floor broker or futures commission merchant, ( hJ) the 
publisher of any bona fide newspaper, news magazine, or busines8 
or financial pttblication of general and regular circulation includ­
ing their employees, ( v) any contract market, and (vi) such other 
persons not 'IJJithin the intent of thi8 definition a8 the Commis8ion 
may specify by rule, regulation, or order: Provided, That the fur­
ni8hing of such services by the foregoing persons is solely irwidental 
to the conduct of their business or profession. The term 'commodity 
pool operator' s'hall mean any person engaged in a busines8 which 
is of the nature of an investment trust, syndicate, or similar form of 
enterprise, and who, in connection therewith, solicits, accepts, or re­
ceives from others, fund8, securities, or property, either directly or 
through capital contributions, the sale of 8tock or other form:s of se­
curitie8, or otherwi8e, for the purpose of trading in any commodity 
for /ttfttre delivery on or subject to the rules of any contract market, 
but doe8 not include 8uch per8ons not within the intent of thi8 defini­
tion a8 the Commission may 8pecify by rule or regulation or by order." 

SEc. 203. The Commodity Exchange Act, as amended, is amended 
by inserUng after 8ection 4i ( 7 U .S.C. 6i), the follotving new section: 

"SEc. 4j. (1) The Commi88ion 8hall within six month8 after the 
effecti'l'e date of the Commodity Future8 Trading Commission Act 
of 197 4, and sub8equently tvhen it determines that changes are required, 
make a determination, after notice and opportunity for hearing, 
whether or not a floor broker may trade for hi8 01.on account or any 
account in which such broker has trading di8cretion, and also ex­
ecnte a, customer'8 order for future delivery and, if the Commis8ion 
determines that such trade8 and 8uch executions shall be permitted. 
the Commi8sion 8hall htrther determine the terms, conditions, and 
circumstances under which such trades and such executions shall be 
conducted: Pro'IJided, That an!J such determination shall, at a min­
imum, take into account the effect upon the liquidity of tradinq of 
each market: And pro1Jided further, That nothing herein shall be 
ronstmed to prohibit the Commission from making separate deter-

S,Rept, 1194,93-2----2 
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minations for different contract market8 when such are wa1"1'anted 
in the judgment of the Commission, or to prohibit contract markets 
from settinq termB and conditions mm·e restrictive than those set 
'by the Commission. 

"(2) The Commission shall within sire months after the effective date 
of the Commodity Futures Trq:ding Commission Act of 197 4, and sub­
sequently when it determines that changes are required, make a deter­
mination, after notice and opportunity for hearing, whether or not a 
futu1'e& commission merchant may trade for its own accown:t or any 
proprietary account, as defined by the Commission, and if the Com­
mission determines that such trades shall be permitted, the Commission 
shall further determine the te1'ms, conditi011s, and circumstances under 
'which such trades shall be c011:ducted: Provided, That any such deter­
mination, at a minimum, shall take into account the effect upon the 
liquidity of trading of each market: And provided further, That noth­
ing herein shall be construed to prohibit the Com;mission from making 
sepaTate determinations foT different contTact m11rkets when such a,Te 
waTranted in the judgment of the Com;mission, or to pTohibit contract 
markets /Tom setting te1'Tn8 and c011:dition8 moTe Testrictive than those 
set by the Cmnmission." 

SEc. 204. (a) The Commodity Er.cchange Act, as amended, is 
amended by adding the following new section: 

"SEc. 4k. (1) It shall be unlawful for anylerson to be associated 
with any futures commission merchant oT wit any agent of a futuTes 
commission merchant as a paTtneT, officer, or employee (or any person 
occupying a similaT status 01' perfo'!'ming similar functions), in any 
capacity which involves ( i) the solicitation or. acceptance of customeTs' 
orders (other than in a clerical capacity) or (ii) the supeTVision of a11y 
person oT persons so enqaged, u11less such person shall have mgisteTed, 
undeT this Act, with the Commission and such Tegistration shall not 
have er.cpired nor been suspended (and the period of suspension has not 
er.cpiTed) or Tevoked, and it shall be u11lawjul for any futures commis­
sion merchant .oT any agent of a futures commission merchant to permit 
such a peTson to become or remain associa.ted with him in any such 
capacity if such futuTes commiiJsion merchant or agent knew or shottld 
ha'L"e known that such person was not so registered or that such regis­
tTation had er.cpiTed, been suspended (and the period of suspension has 
not er.cpired) or revoked: Provided, That any individual who is regis­
tered as a floor brokeT or futures commission merchant (and such reg­
istration is not suspended or revoked) need not also Tegister undeT 
these provisions. 

"(2) Any such person desb'i:ng to be rer;istered shall make applica­
tion to the Commission in the form and manner prescribed by the 
Commission, giving such information and facts fM the Commission 
ma,11 deem neces8a,ry conce1'11.ing the applicant. Such peTson, 'when 
registered hereunder. shall likewise continue to report and furnish to 
the Commission such information as the CommiJJsion m4y require. 
Such re,uistration shall er.cpire t1.oo years after the effective date thereof, 
and shall be renewxl upon appliaation therefor unless the regiJJtration 
has been suspended ( a'Y!d the period of such BUSpension has not er.c­
pired) or ret~oked after notiae and hearing as prescribed in section 
6 (b) of this Act: Provided, That upon initial regiJJtTation, the effec­
tive period of such registration shall be set by the Commission, not to 
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exceed two years from the effective date thereof and Mt to be less than 
one year frOJn the effective date thereof." 

(b) Section 6(b) of the Commodity Ewchange Act, as amended (7 
U.S.C. 9), is amended by inserting after the 'WOrds "futures commis­
.sion merchant~' each time those words appear, the follmving: "or any 
person associated therewith as described in section 4k of this Act,". 

(c) Section 8a(1) of the Commodity Ewclwnge Act, as amended 
( 7 U.S.C. l'Ea ( 1) ) , is amended by in.serting after the words "futures 
.commission merchants" the following: "and person.s associated there­
with as described in section 4lc of this Act,". 

SEC. 205. (a) The Commodity Ewchange Act, as amended, is 
amended by adding the following new section.s: 

"SEc. 4l. It is hereby found that the activities of commodity tmding 
advisors and cmnmod£ty pool operators are affected with a national 
public interest in that, among other things- . 

"(1) their advice, coun.sel, publication.s, writings, analyses, and 
reports are furnished and distributed, and their contracts, solici­
tation.s, subscription.s, agreements, and other arrangements with 
clients take place and are negotiated and performed by the use of 
the mails and other means and instrumentalities of interstate 
commerce; 

"(2) their advice, coun.sel, publications~ writings, analyses, and 
reports customarily relate to and their operation.s are directed 
toward and cause the purchase and sale of commodities for future 
deli1Jery on or subject to the rules of contract markets; and 

" ( 3) the foregoing tran.sactions oc(!Ur in such volume a.s to affect 
substantially tran.saction.s on contract markets. 

"SEc. ,4m. It shall be unlmJ)ful for any commodity trading advisor 
or commodity pool operator, unless registered under this Act, to make 
use of the ma£ls or any means or instrumentality of interstate com­
merce in connection with his business as such commodity trading ad­
'visor or commodity pool operator: Provided, That the provisions of 
this section shall not apply to any commodity trading advisor who, 
during the course of the preceding twelve months, has not furnished 
commodity trading advice to more than fifteen persons and who does 
not hold himself out generally to the public as a commodity trading 
advisor. 

"SKc. ,4n. (1) Any commodity trading advisor or commodity pool 
operator, or any per.wn who contemplates beroming a commodity 
trading advisor or commodity pool operator, may 1'egister under thi,s 
Act by filing an application with the Commission. Such application 
shall contain such information, in such form and detail, as the Com­
mission may, by rules and ref!ulation.s, prescribe as necessary or appro­
priate in the public interest, zncluding the following: 

"(A) the name and form of organization, including capital 
stnwture, under which the applicant engages or intends to engage 
in business; the name of the State under the laws of which he is 
organized; the location of his principal b1tsiness office and branch 
offices, if any; the names and addresses of all partners, officers, 
directors, and person.s performing similar function.s or, if the 
applicant be an individual, of such individual,- and the number of 
employees,-
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"(B) the education, the bUFJiness affiliatlons for the past ten 
years, and the present bUFJiness affiliations of the applicant and of 
his partners, officers, directors, and persons performing similar 
functions and of any controlling person thereof; 

" (C) the nature of the business of the applicant, including the 
manner of giving advice and rendering of analyses or reports; 

"(D) the nature and scope of the authority of the applicant 
'with respect to clients' funds and accounts; 

"(E) the basis upon which the applicant is or will be com­
pensated; and 

"(F) such other information as the Commission may require 
to determine whether the applicant is qualified for registration. 

"(!?) Except as hereinafter provided, such registration shall become 
effecthe thirty days after the receipt of such application by the Com­
mission, or within such shorter period of time as the Commission may 
determine. 

" ( 3) All registrations under this section shall expire on the 30th 
day of June of each year, and shall be renewed upon application there­
for subject to the same requirements as in the case of an original applir 
cation. 

"(4) (A) Every commodity trading advisor and commodity pool 
operator regilltered under this Act shall maintain books and records 
and file lJUOh.reports in such form and manner as may be prescribed 
by the C07l1!tnission. All such books and records shall be kept for a 
period of at least three years, or longer if the Commission so directs, 
and shall be open to inspection by any representative of the Com­
mission or the Department of Justice~ Upon the request of the Com­
mission, a registered commodity trading advisor or commodity pool 
operator shall furnish the name and address of each client, sub­
scriber', or participant, and submit samples or copies of all reports, 
letters, circulars, memorandums, publioation,y, writings, or other litera­
ture or advice distributed to chents, subscribers, or participants, or 
prospective clients, subscribers, or participants. 

"(B) Unless otherwise authorized by the Commi.Ysion by rule or 
regulation, all commodity trading advisors and commodity pool op­
erators shall make a full and eomplete disclosure to their subscribers, 
clients, or participants of all futures market positiom taken or held 
by the individual principals of their organization. 

"(5) Every commodity pool operator shall regularly furnish state­
ments of account to each participant in his operations. Such state­
ments shall be in such form and manner as may be prescribed by the 
Commission and shall include complete information as to the current 
status of all t1·ading accounts in which such participant has an in­
terest. 

" ( 6) The Commission ill authorized, without hearing, to deny ?'egis· 
tration to any person as a commodity trading advisor or commodity 
pool operator if such person ill subject to an outstanding order under 
this Act denying to such person trading privileges on any contract 
ma1•ket, or sw:;pending or revoking the registration of such person as 
a commodity trading advisor, commodity pool operator, .futures com­
mission merchant, or floor broker, 01' suspending or expelling such per­
son from me1nbership on any contract market. 

" ( 7) The Com mission after hearing may by order deny registration, 
revoke or .sullpend the registration of any cmnmodity trading advisor 



13 

or commodity pool operator if the Commission finds that such denial, 
revocation, or suspension is in the public interest and that-

" (.A) the operations of such person disrupt or tend to disrupt 
orderly marketing conditions, or cause or tend to cause sudden or 
unreasonable fluctuations or unwarranted changes in the prices of 
commodities/ 

" (B) such commodity trading advisor or commodity J?OOl opera­
at or, or any partner, officer, director, person perform~ng similar 
function or controlling person thereof-

" ( i) has within ten '}fears of the issuance of such order 
been convicted of any felony or misdemeanor involving the 
purchase or sale of any commodity or security, or arising 
out of any conduct or practice of such commodity trading ad­
visor or commodity pool operator or affiliated person as a 
commodity trading advisor or commodity pool operator/ or 

" ( ii) at the time of the issuance of such order, is perma­
nently or temporarily enjoined by order, judgment or decree 
of any court of competent jurisdiction from acting as a com­
modity trading advisor, commodity pool operator, futures 
commission '11Ulrchant, or floor broker, or as an affiliated per­
son or employee of any of the foregoing, or from engaging 
in or continuing any conduct or practice in connection with 
any such activity or in connection with the purchase or sale 
of commodities or securities/ or 

" (C) any partner, officer, or director of such commodity trading 
advisor or commodity pool operator, or any person performing 
a similmr function or any controlling person thereof is subject 
to an outstanding order of the Commission denying trading pri;vi­
leges on any contract market to such person, or suspending or re­
voking the registration of such person as a commodity trading 
advisor, commodity pool operator, futures commission merchant, 
or floor broker, or suspending or expelling such person from memr 
bership on any contract market. 

SEa . .4,o. (1)/t shall be unlawful for any commodity trading ad­
visor or commodity pool operator registered under this Act, by use of 
the mails or any means or instrumentality of interstate Cf.Ym/rnerce, 
directl'{{ or indirectly-

'(.A) to employ any device, scheme, or artifice to defraud any 
client or partwipant or prospective client or participant/ or 

"(B) to engage in any transaction, practice, or course of bu8i­
ness which operates as a fraud or deceit upon any client or par­
ticipant or pospective client or participant. 

"(~) It shall be unlawful for any commodity trading advisor or 
commodity pool operator registered under this Act to represent or im­
ply in any manner 1vhatsoever that he has been sponsored, recom­
mended, or approved, or that his abilities or qualifications have in 
any respect been passed upon, by the United States or any agency 
or officer thereof: Provided, That this section shall not be construed 
to prohibit a statement that a person is registered under this Act as 
a commodity trading advisdr or commodity pool operator, if such 
statement is true in fact and if th,e effect of such registration is not 
misrepresented." 

(b) Section 6(b) of the Commodity Exchange Act, as amended 
(7 U.S.C. 9), is amended by inserting immediately b~fore the words 
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"or as floor broker" each time tlwse words appear, the foll~n: 
"commodity trading advuor, cmnrmodity pool operator,". 

" (c) Section 8a(1) of the Cmrvmodity E:echange A.ct, as tl!mended (7 
U.S.C. Hta(J)), is amended by inserting i'll't!med4ately before the 'UJfJIIiiB 
"'and floor brokers" the following: "commodity trading advisors, CfJ'IIR!­

modity pool operators,". 
S.t·c. '!206. Tl~.e Commodity ErJJchange A.ct, as amended, is amenild 

I:>!!J adding the following new section: 
''SEc. frp. The Commission may specify by rules and regulatioo:t 

Gppropriate standards with respect to training, e'JJpfN'ience, and lJ'I'tCh 
'Other qualifications as the Commuaion finds necessary or desirable to 
imure tlte fitness of futures commission merchants, floor brokers, and 
those persons associated with futures commission merchants or floor 
brokers. In connection therewith, the Commission may pres(J'T"tott by 
rules and regulations the adoption of written proficiency e'JJaminations 
to be given to applicants for regutration as futures commuaion mer­
chants, floor brokers, and those persona associated with futures corn­
musion merchants or floor brokers, and the establishment of reasonable 
fees to be charged to such applicants to eover the administration of 
8UCh e'JJaminations. The Commuaion may further prescribe by rules 
aM regulations that, in lieu of e'JJaminationa administered by the Com­
muaion, futures associations registered under section 1?' of this A.ct 
or contract markets may adopt written proficiency erJJaminations to be 
g_iven to applicants for registration as futures commission merchants, 
floor brokers, arui those persons associated with futures eommusiO'fl 
merchants or floor brokers, and charge reasonable fees to such appli­
C(Jiftts to cover the adminutration of such erJJaminations. N otwithatand­
ing any other provuion of thu section, the Commission may specify 
by rules fJhU1 regulations such terrn8 and ccmditions .as it deems appro­
priate to protect tlw public interest wherein e:eception to any written 
proficiency erJJami'n{ation shall be made.. wit.h respect to in(iivi4ual. s wlw 
have demonstrated, through trai11.i'1.11{/ a'flll ewperience, the degree of 
proficiency a1Ul flkill neces8ary. to pr. o.~.. t the,.iw. er.es~& of the cuato'f/W'I's 
of futu1'es a~~ merchants and floor brokers." ' · 

SEc. ~0'/ •. Seotion 5 of th!!, .Oommodit]l ErJJch<!Jn,ge 4ct, as.f!meni/,ed 
(7 U.S.C. 7), is amended by adding after subsea#on (/) the'l'eof the 
following -new ~ction: 

"(g) W~~ ·BUOh boa'f'd of trade .demonstr..ates, tllat tra!lJlJ,acti{)na for 
fullure delivery in t.he commodity for.· . whic. h detn. 'ina.. tion as .. a. contract 
flUJ,rket i1J ·BO'IJ<flht will Mt be oontrary to the public itftterJ~St." 

SEc. ~8. Section 5a·of the Commodity Ewchange Act, .(!JJ am,ended 
(7 U.S.C. 'ia), i,s.amewkd-

(a) By inserting .after the word "purposes" in lflilttJectirm (7) the 
follow. in!J: ":. A.nd p'RO. 11ided furtker, T. hp,t .. t·k.; ~a 8Y<b.8~ot .. ion. · .. 8lJ,a~t armly 
01if;y to futures contracts for tAoae C03nlllWdzt~s .WlJMh 'fTJIJ}J J;e deliv-
61'ed from a wtirehm.ule tnibjeat to .tiLe .Un. iteil S.tatea .Wa.r;elw1J.$e .Act". 

(b) By strikifi!J·O'Ut '!and" at .the end of 8'!,i{>se.ct.ion (8). 
(a) By strikilng out the periotl at the end of sub.B.ec#Qn (9) a,'fl,d in-

serting in lieu thereof a semicolon. · 
(d) By a<fding at the end of (f!J,bBeation (9) thereQ/ the follQwing 

t~.ew sub8etJtwn: 
"(10) permit the delive'I'JI of Q,(l,'!f ~if;.y,,on.QO'IJtracts of 

sale therreef /0'1' future delwery, of 8'1UJh grade 0'1' g-r(lil~a~ at such 
point or points and at such quality and Zocational price ditferen-
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tials as will tend to prevent or diminish price manipulation, mar­
ket congestion, or the ahnormal movement of such com;modity in 
interstate CO'll'JII'Mrce. If the Commission after investigation finds 
that the rules and regulations adopted by a contract market per­
mitting delivery of any commodity on contracts of sale thereof 
for future delivery, do not accomplish the objectives of this sub­
section, then the Commission shall notify the contract market of 
its finding and afford the contract mq,rket an opportunity to make 
approprt-ate changes in such mles and regulatums. If the contract 
market within seventy-five days of such notification fails to make 
the clvanges which in the opinion of the Commission are necessary 
to accomplish the objectives of this s-ubsection, then the Commis­
sion after granting the contract market an opportunity to be 
heard, may change or s-upplementsuch mles and regulations of 
the contract market to achieve the above objectives: Prov-ided, 
That any order issued under this paragraph shall not apply to 
contracts of sale for future delivery in any months in which con­
tracts are currently outstanding and open: And provided further, 
That no requirement for an additional delivery point or points 
shall be promulgated following hearings until the contract mar­
ket affected has had notice and opportunity to file ewceptions to 
the proposed order determining the location and number of such 
delivery point or points;". 

8Ec. 209. Section 5a of the Commodity Ewchange Act, as amended 
(7 U.S.C. 7a), is amended by adding a new subsection (11) as 
follows.: 

"(11) provide a fair and equitable procedure through arbitra­
tion or other'Wi8e for the settlement of customers' claims and 
grievances against any member or employee thereof: Provided, 
That ( i) the use of such procedure by a customer shall be vot·un­
tary, ( ii) the procedure shall not be applicahle to a,ny cla~m in 
eaJCess of $15,000, (iii) the proqedure .shall not res-ult .in (L'nY com­
pulsory payrrJR,rtt ew(Jept as agreed 'IJpon bet',Ween the parties, and 
( iv) the .term 'cuslo:rner' (L8 use¢ in. this subsectio.n shall not in-

. clu4e a futures c0'1TIImission merc]/,fl/nt or fl floor broker; and". 
Sec. 1Z10. Seqtion 5a of the Corwrn.odi~y &cchange Act, as amended 

(7 U.S.C. 7a), is ameruled by ilnserti!(tg the folloio:ing new 8'Ubsection 
(12) as follow.s: · · 

" ( 1.2) eiCr;ept as othe'T"'lYi,se provi4ed in this subsection, .mbmit 
to the Commission for its approvfil all bylaw.s, ru,les, regulations, 
and resolu.ti.ons .ma<le or 'issue¢ by .such contract market, or by 
the governing boar(i thereof 07' any CO'l(l!lJ?,ittee thereof which 
relate to terms andaO'T,I,(iitiorJ,s in contracts of sale to be e:cemtted on 
or subject to the mles of SJJ,ch contract market or relate to other 
trading requirements except those relating to the setting of 
levels of margin. Th,e Cammis.ttion shall approve, within thirty 
days of their receipt unless the Commission notifies the contract 
market of its irJ,ability to mak6 such determination within such 
period of tim.e, a'!,(,(}h bylaws, rules, regulations, and res.olutions 
upon a determination that auch bylaws, mles, regulation8. and 
resolutions are not in violation of the prov-isions of this Act or 
the regulations of the COJri!IT!-ission and thereafter the Commis­
sion shall disappro1)e, after appropriate notice and opportunity 
for hearing, any bylaw, mle, regUlation, or resolution which the 
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Commission finds at any time is in violation of the provisiOns of 
this Act or the regulations of the Commission. The Commission 
shall specify the terms and conditions under which a contract 
market may, in an emergency, as defined by the Commission, 
adopt a temporary rule dealing with trading requirements· with~ 
out prior Commission approval. In the event of such an emer~ 
gency, as defined by the Cowmission, requiring immediate action, 
the contract market by a two~thirds vote of its governing board 
may place into immediate effect without prior Commission ap­
proval a temporary; rule dealing with such emergency if it notifies 
the Commission of such action with a complete ereplanation of the 
emergency involved. The Commission may adopt a regulation 
exempting enumerated types of contract market operational and 
administrative rules from the requirement that they be submitted 
to the Commission for its approval." 

SEc. ~11. The Commodity E'rechange Act, as amended, is amended 
by inserting the follo,wing ne·w section immediately after section 6b 
(7 U.S.C. 13a): · 

"SEc. 6c. Whenever it shall appear to the Commission that any 
contract market or other person has engaged, is engaging, or is about 
to engage in any act or practice con-stituting a violation of any pro­
•l)ision of this Act or any rule, regulation, or order thereunder, or is 
restraining trading in any commodity for future delivery, the Com­
mission may bring an action in the proper district court of the United 
States or the proper United States court of any territoMJ or other 
place subject to the jurisdiction of the United States, to enjoin such 
act or practice, or to enforce compliance with this Act, or any rule, 
regulation or order thereunder, and said courts shall have j~trisdiction 
to entertain such actions: Provided, That no restraining order or in­
junction for violation of the provisions of this Act shall be issued 
ex parte by said court. Upon a proper showing, a permanent or te~ 
porary injunction or restraining order shall be granted without bond. 
Upon application of the Cowmission, the district courts of the 
United States and the United States cmtrta of any territory or other 
'!!lace svlJject to the jurisdiction of the United States shall also hml)e 
JUrisdiction to issue writs of mandamus, or orders affording like 
relief, commanding any person to comply 1oith the pro1Jisions of this 
Act or any rule, regulation, or order of the Commission thereunder, 
including the requirement that such person take such action as is 
necessary to remove the danger of violation of this Act or any such 
Nele, regulation, or order: Provided, 'l'hat no s~wh writ of mandamus, 
or order affording like relief, shall be issued ere parte. Any action 
under this section may be brought in the district wherein the defend­
ant is found or is an inhabitant or transacts business or in the district 
where the act or practice ocmtrred, is ocmtrring, or is about to ocmtr, 
and process in such cases may be served in any district in which the 
defendant is an inhabitant or wherever the defendant may be found. 
In lieu of bringing acti.ons itself pursuant to this section, the Commis­
sion may request the Attorney General to bring the action. Where 
the Commission elects to bring the action, it shall inform the Attorney 
General of such suit and ad1Jise him of subsequent developments." 

SEc. ffJJ~. (a) Section 6 of the Commodity E'l.lchange Act, as 
amended (7 U.S.C. 8, 9, 13b, 15), is amended-
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(1) By substituting a comma for the period at the end OJ the 
fourth sentence in paragraph (b) and adding thereafter the fol­
l01ning: "and 11UtY assess such person a civil pe1Ullty of not more 
than $100,000 for each sueh violation." 

(.?!) By adding in the sireth sentence in paragraph (b), a com11Ut 
after the word "petition" and inserting thereafter and before 
(he word "praying" the following phrase: "within fifteen days 
after the notice of such order is given to the offending person,". 

(3) By adding after paragraph (c) thereof the follO'I.oing new 
paragraph: 

"(d) In deterrnining the amount of the money penalty assessed un­
der paragraph (b) of this section, the Commission 8hall consider, in 
the case of a person 1ohose pri11Utry business involves the use of the 
commodity futures 11Utrke~the appropriateness of such penalty to 
the size of the businet!s of the person charged, the eretent of such per­
son's ability to continue in business, and the gravity of the violation; 
and in the ease of a person whose pri11Utry business does not involve 
the use of the commodity futures marke~the appropriateness of such 
penalty to the net worth of the person charged, and the gravity of the 
violation. If the offending person 11pon whom such penalty is im­
posed, after the lapse of the period allowed for appeal or afte·,. fJhe 
affirmanee of such penalty, shrill fail to pay sueh penalty the Commis­
sion shall refer the matter to the Attorney General u•ho shall recover 
such penalty by action in the appropriate United States district 
court." 

(b) Section 6b of the Commodity Erechange Act, as (I!I'Mnded (7 
U.S.C. 1/Ja), is amended to read as foll01.1J8: 

"SEc. 6b. If any contract market i8 not enforeinp_ or has not en­
forced its rules of government made a condition of ~ts designation as 
set forth in section 5 of this Act, or if any contract market, or any 
director, officer, agent, or employee of any contract market otherwise 
is violating or has violated any of the provi8ions of this Act or any 
of the rules, regulations, or orders of the Comnnission thereunder, the 
Com.rmission may, upon notice and hearinf! and IJ'Ubject to appeal as in 
other cases provided for in paragraph (a) of section 6 of thi8 Act, 
make and enter an order directing that 8UCh contract market, director, 
officer, agent, or employee shall cease 0/T/d desist from 8UCh violation, 
and assess a civil penalty of not more thatn $100/)00 for each 8UCh vio­
lation. If such contract market, director, officer, agent, or employee, 
after the entry of 8UCh a cease and desist order and the lapse of the 
period allowed for appeal of sueh order or after the affirmance of sueh 
order, shrill fail or refuse to obey or comply with sueh order, such con­
tract market, director, officer, agent, or employee shall be guilty of a 
mudemeanor and, upon conviction thereof, shall be fined not more 
than $100,000 or impriSoned for not less than sire months nor m{)re 
than one year, or both. Each dAy dluring which such failure or refusal 
to obey such cease and desist order continues shall be deemed a separate 
offen~e. If the offending contract market or other person uvon 'whom 
such penalty is imposed, after the lapse of the period allowed for 
appeal or after the affirmance of 8UCh penalty, shall fail to pay such 
penalty, the Com missions hall refer the matter to the Attorney General 
who shall recover sueh penalty by action in the appropriate United 
States district court. In determining the amount of the money penalty 

S. Rept.1194,93-2----3 
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assessed wnder this section, the Oom;mission shall.coruJider the appro­
priateness of such penalty to the net worth of the offending person 
and the gra;vity of the offense, and in the case of a contract market 
shall further consider whether the amownt of the penalty will mate­
rially impair the contract market's ability to carry on its operations 
and duties.'' 

(c) Section 6(c) of the Oom;modity Exchange Act, as amended (7 
u.s.o. 13b)' is amenaed by deleting the words "not less tham $500 nor 
more thmn $10,000" Olflil substituting therefO'T' the words "not more 
than $100,000". 

(d) Sectifln 9 of the OomJ11Wdity Exchange Act., as amended (7 
u.S.0.13), UJ amended as follows: 

(1) Subsection (a) is amended by striking "$10,000" and sub­
stituting therefor "$100,000". 

(93) Subsection (b) is amended by striking "$10,000" and sub­
stituting therefor "$100,000". 

(3) Subsection (c) is (JITMnded by striking "$10,000" and sub­
stituting therefor "$100,000". 

SEc. ~13. Sectio-n 8a of the O~ity Exchange Act, as amended 
(7 U.S.O. 193a), is amended by striking subsection (7) and inserting 
in lieu thereof the following new subsection: 

"(7) to alter or supplement the niles of a contract market in­
sofar as necessary or appropriate by rule or ref!ulation or by 
order, if after makilng the appropriate request ~n writing to a 
contract market that such contract market effect on its own behalf 
specified changes in its rules and practices, and after appropriate 
notice and opportunity for hearing, the OO'fflJI7'bission dete'f'T{/,ines 
that such contract market has not made the changes so required, 
and that such changes are necessary or approtyriate for the pro­
tection of persoruJ producing, handling, prooesl!ing, or oonsuming 
any commodity traded for future delivery on ~~UCh contract mar­
ket, or the product or byproduct thereof, or for the protection of 
traders or to insure fair dealing in commwdities traded for 
future delivery on sooh ct:Jntract market. Such rules, regulations, 
or orders may specify changes with respect to such matters as: 

"(A) terms or conditions in contracts of sale to be exeo.uted 
on or subject to the niles of such contract market; 

"(B) the form 01' manner of execution of purchases and 
sales for future delivery; · 

" ( 0) other trading requilrements, excepting the setting of 
levels of margin; 

"(D) safeguards with respect to the financial resporuJibil­
ity of members; 

"(E) the manner, method, and ?.lace of soliciting business, 
including the content of such solimtations; and 

"(F) the form and manner of handling, recording, and 
accounting for customers' orders, transactions, and accounts; 
and". 

SEc. ~14. Section 8a of the Commodity Exchange Act, as amended 
(7 U.S.O. 12a), is amended by adding the following new subsection 
(8): 

" ( 8) to make and prom;tdgate such rules and regulations with 
respect to those persons registered under this Act, who are not 
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members of a contract market, as in the judgment of the Uo1'lll17l!is­
sion are reasonably necessary to protect the public ilnterest and 
promote ju.st and e(_[Uitable principles of trade, including bu,t not 
limited to the mam;n.er, method, and place of soliciting business, 
including the content of such solicitation; and". 

SEc. ~15. Section Sa of the Commodity Exchange Act, as amended 
(7 U.S.C. 1~a), is amended by adding the following new subsection 
(9): 

"(9) to direct the contract market whenever it has reason to 
believe that an ·emergency exists, to take such action as, in the 
Commission's judgment, is necessary to maintain or restore. orderly 
trading in, or liquidation of, any futures contract. The term 
'emergenay' as used herein shall mean, iJn addition to threatened 
or actual market manipulations and corners, any act of the United 
States or a foreign government affecting a commodity or any other 
major market disturbance which prevents the market from ac­
aurately reflecting the forces of supply and demand for such com­
modity: Provided, That nothing herein shall be deemed to limit 
the meaning or interpretation given by a contract market to the 
terms 'market emergency', 'emergency', or equ.iiiJalent language in 
its own bylaws, rules, re.qulations, or resolutions." 

SEc. ~16. The Commodity Exchange Act, as amended, is amended 
by inserting the following new section immediately after section Sb 
(7 U.S.C.1~b): · 

"SEc. Be. (1) (A) An?,' exchange or the Commission if the exchange 
fails to act, may suspend, expel, or otherwise discipline any person who 
is a member of that exchange, or deny any person access to the em­
change. Any such action shall be taken solely in .accordance with the 
rules of that exchange. 

"(B) Any suspension, emplusion, disciplinary, or access denial 
procedy,re established by an exchange rule shall provide for written 
notice to the Commission and to the person who is suspended, expelled, 
or disciplined, or denied access, within thirty days, which includes 
the reasons for the exchange action in the form and mann,er the 
Commission presaribes. Otherwise the notice and reasons Mhall be 
kept confidential. 
"(~) The Commission may, in its disaretion and in accordance with 

such standards and procedures as it deems appropriate, review any 
deaision by an exchange whereby a person is suspended, expelled, 
otherwise disciplined, or denied access to the exchange. In addition, 
the Commission may, in its disaretion and upon application of any 
person who is adversely affected by any other exchange action, review 
such action. 

"(3) The Commission may affirm, m,odify, set aside, or remand any 
exchanqe decision it revie1.os pursuant to .mbsection (~), after a 
determination on the record whether the action of the exchange 1oas 
in accordance with the policies of thi.s Act. Subject to judicial review. 
any order of the. Commission entered pursuant to subsection (~) shall 
gmJern the exchange in its further treatment of the matter. 

"(4) The Commission, in its discretion, may order a stay of any 
action taken pur.mant to snbsection ( 1) pending revieuY thereof. 

SEc. ~17(a). No 1)ersonshall offer to enter into, enter into, or confirm 
the emeaution of any transaction for the delivery of silver bullion, gold 
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bullion, or bulk silver coins or bUlk gold. coirnsJ pursuant to a standard­
ized contmct co'1riii1Wnly known to the traae as a margin accownt, 
margin contract, leverage account, or leverage contract contrary to 
any rule, regulation, or order of the Commodity Futures Trading Com­
misffion designed to insure the financialsolvenoy of the transaction or 
prevent mamipulation or fraud: Provided, That such 1'111e, regulation, 
or order may be made only after notice and opportunity for hearing~ 
If the Commission determines that any such transaction is a contract 
for future delivery within the meaning of the Commodity Euhange 
Act, as amended, such transaction shall be regulated itn accordance 
with the provisions of such Act. 

(b) The provisions of section 9(c) of the Commodity Ewchange 
Act, as amended, shall be applicable with respect to persons who violate 
the provisions of this section. 

TITLE Ill-ENABLING AUTHORITY FOR CREATION OF 
NATIONAL FUTURES ASSOCIATIONS 

SEc. 301. The Commodity Ewchange Act, as amended, is amended 
by adding the following new section: 

"SEc. 1'7. (a) Any association of persons may be registered with 
the Commission as a registered futures association pursuant to sub­
section (b) of this section, under the terms and conditions hereinafter 
provided in this sectia<n, by filing with the Commission for review and 
approval a registration statement in such form as the Commission 
may prescribe, setting forth the information, and accompanied by the 
documents, below specified: 

"(1) Data as to its organization, membership, and rules of pro­
cedure, and such other information as the Commission may by rules 
and regulations require as necessary or appropriate in the public 
interest; and 

"(2) Copies of its constitution, charter, or articles of incorporation 
or association, with all amendments thm·eto, and of its bylaws, and 
of any rules or instruments corresponding to the forer;oing, whatever 
the name, hereinafter in this section collectively referred to as the 
'rules of the association'. 

" (b) An applicant association shall not be registered as a j1ttures 
association unless the Commission finds, under standards established 
by the Commission, that-

" ( 1) such association is in the public interest and that it will be 
able to comply with the prQvisions of this section and the rules 
and regulations therettnder and to carry out the purposes of this 
section; 

"(2) the rules of the association provide that any person reg­
istered under thi8 Act, contract market, or amy other person desig­
nated pursuant to the rules of the Commission as eligible for 
membership may become a member of such association, ewcept 
s1teh as are ewcluded pursuant to paragraph (3) or (4) of this 
subsection, or a rule of the association permitted under this para­
graph. The rules of the association may restrict membership in 
such association Of/1, such specified basis relating to the type of 
business done by its members, or on such other specified and ap­
propriate basis, as appears to the Commission to be necessary or 
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appopriate in the public interest and to W1"T,i/ out the purpose of 
this section. Rules adopted by the associa~wn may provide that 
the association may, unless the Commission directs otherwise in 
cases in which the Commission finds it appropriate in the public 
interest so to direct, deny admission to, or refuse to continue in 
such association any person if ( i) such per.~on, whether pior 
or subsequent to becoming registered as such, or ( ii) any person 
associated with in the meaning of 'associated person' as set forth 
in section 4k of this Act, whether prior or sub.~eqnent to becom­
ing so assooiated, has been and is suspended or expelled from a 
contract market or has been and is barred or su8pended from 
being associated with all members of such contract market, for 
violation of any rule of such contract market; 

" ( ,?/) the rule.~ of the association provide that. except 1vith the 
approval or at the direction of the Commission in cases in which 
the Commission finds it appropriate in the publ,ic interest so to 
approve or direct, no person shall be admitted to or continued in 
membership in such association, if such perso'llr-

" (A) has been and is suspended or expelled from a reg­
istered futures association or from a contract market or has 
been and is barred or suspended fro~ being associated with 
all members of such association or from being associated 1J.Jith 
all members of such contract market, for violation of any rule 
of such association or contract market which prohibits any 
act or transaction constituting conduct inconsistent 1vith just 
and equitable principle8 of trade, or requires any act the 
omission of which constitutes conduct inconsistent wit!~ just 
and equitable principles of trade; or 

"(B) is subject to an order of the Commission denying, 
suspending, or revoking his registration pursuant to section 
6 (b) of this Act (7 U.S.C. 9), or expelling or SU8pending him 
from membership in a registered futures association or a con­
tract market, or barring or SU8pending him from being asso­
ciated with a futures commission merchant; or 

" (C) whether prior or subsequent to becoming a member, 
by his conduct 1JJhile associated with a member. was a caU8e 
of any sU8pension, expulsion, or order of the character de­
scribed in claU8e (A) or (B) which is in effect with respect 
to such member, and in entering such a SU8pension. expulsion, 
or order, the Commission or amy such contract marl.~et or asso­
ciation shall have jurisdiction to determine whether or not 
any person was a cause thereof; or 

"(D) has associated with him any person who is known, 
or in the exercise of reasonable care should be known, to him 
to be a person who would be ineligible for admission to or 
continuance in membership under clause (A), (B), or (C) 
of this paragraph. 

"(4) the rules of the association provide that, except with the 
approval or at the direction of the Commission in cases in which 
the Commission finds it appropriate in the public interest so to 
approve or direct, no person shall bec9me a member and no nat­
ural person shall become a person associated with a member, unless 
such person is qualified to become a member or a person associated 
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with a member in conformity with specified and appropriate 
standards with respect to the training, ewperience, and such other 
qualifications of such person as the association finds necessary or 
desirable, and in the case of a member, the financial responsibility 
of such a member. For the pwrpose of defining such standards and 
the application thereof, such rules may-

" (A) appropriately classify prospective members (taking 
into account relevant matters, irwluding type or nature of 
business done) and persons proposed to be associated with 
members. 

"(B) specify that all or any portion of such standard shall 
be applicable to any such class. 

" ( 0) require persons in any such class to pass ewamina­
tions prescribed in accordance with such rules. 

"(D) provide that persons in any such class other than 
prospect~ve members and partners, officers and supervisory 
employees (which latter term may be defined by such rules 
and as so defined shall include branch managers of members) 
of members, may be qualified solely on the basis of compliance 
with specified standards of training atnd such other qualifica­
tions as the as"sociation finds appropriate. 

"(E) provide that applications to become a member or 
a person associated with a member shall set forth such facts 
as the association may prescribe as to the training, ewperience, 
and other qualifications (including, in the case of an appli­
cant for membership, financial responsibility) of the appli­
cant and that the association shall adopt procedures for veri­
fication of qualifications of the applicant. 

"(F) require any class of persons associated with a mem­
ber to be registered with the association in accordance with 
procedures specified by such rules ( atnd any application or 
document supplemental thereto required by such rules of a 
person seeking to be registered with such association shall, 
for the purposes of subsection (b) of section 6 of the Act, be 
deemed an application required to be filed under this section). 

"(5) the rules of the association assure a fair representation of 
its members in the adoption of any rule of the association or 
amendment thereto, the selection of its officers and directors, and 
in all other, phases of the administration of its affairs. 

"(6) the rUles of the association provide for the equitable allo­
cation of dues among its members, to defray reasonable ewpenses 
of administration. 

" ( ?') the rules of the association are designed to prevent fraud­
ulent and manipulative acts and practices, to promote just and 
eq:uitable principles of trade, in general, to protect the public in­
terest, and to remove impediments to and perfect the mechanism 
of free and open futures trading. 

" ( 8) the rules of the association provide that its members and 
persons associated with its members shall be appropriately dis­
ciplirned, by ewpulsion, suspension, fine, censure, or being sus­
pended or barred from being associated with all members, or any 
other fitting penalty, for any violation of its rules. 

"(9) tlJ-e rUles of the association provide a fair and orderly 
procedure with respect to the disciplining of members and per-
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SO'IUJ associated with 17U3mbers and the denial of '!Mmbers!Up to 
any person seeking membership therein or the barritng of 01ny 
person from being associated with a 'IMmber. In any proceedilnfl 
to determine whether any '!Mmber or other person sluill be dism­
plined, such rules shall reg_uire that specific eharges be bruught,. 
that•such 'IMmber or person shall be notified of, and be given OJn 

opportunity to defend against, such charges,- that a reeord shall 
be kept; and that the determination shall include-

"(A) a state'!Mnt setting forth any aet or praetice in which 
such 'IMmber or other person may be found to luuve engaged, 
or which such membeT or other person may be found to luuve 
omitted. 

" (B) a statement sett·ing forth the specific rule or rules of 
the assoeiation of which any such act or practice, or omission 
to act, is dee'!Md to be in violation. 

" (C) a statement whether the aets or practices prohibited 
by such rule or rules, or the omission of any aet required 
thereby, are deemed to constitute conduct inconsistent with 
just and equitable principles of trade. 

"(D) a statement setting forth the penalty imposed. 
"In any proceeding to determine whether a person shatl be demed 
membership or whether any person shall be baTTed from being 
associated with a '!Mmber, such rules shall provide that the person 
shall be notified of, and be given an opportwnity to be heard upon, 
the specific grO'IJIIUis for denial or bar which are under eO'IUJidera­
tion; that a record shall be kept; and that the determination 
shatl set forth the specific grounds upon which the denial or ba:r 
is based. 

"(10) the rules of the association provide for a fair UITI.d equita­
ble procedure through arbitration or otherwise for the settle­
ment of a customer's claims and grievances against any member 
or employee thereof: Provided, That ( i) the use of such procedure 
by a C'U.Jjtomer shall be voluntary, (ii) the procedure shall not be 
applicable to any claim in excess of $5,000, (iii) the procedure 
shall not result in any compulsory payment except as agreed upon 
between the parties, and ( iv) the term 'cu8tomer' as used in this 
subsection shall not include a futures commission merchant or a 
floor broker. . 

"(c) The Commission may,· after notice and opportunity for hear­
ing, suspend the registration of any futures assoeiation if it finds that 
the rules thereof do not confO'rm to the requirements of the Cmwmis­
sion, and any s-uch suspension shall remain in effect until the Com­
mission issues an order determining that such rules have been modified 
to conform with such requiTements. · 

" (d) In addition to the fees and charges authorized by section 8a 
(4) of this Act, each person registered under this Act, who is not a 
member of a futures association registered pursuant to this section, 
shall pay to the Commission such reasonable fees and charges as may 
be necessary to defray the costs of additional, regulatory duties re­
quired to be performed by the Commission because such person is not 
a member of a registered futures assoeiation. The Commission shall 
establish such additional fees and charges by rules and regulations. 

"(e) Any person registered under ~his Act, who is not a member of 
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a fuflures association registered pursuant to this section, in addition 
to the other requirements and obligations of this Act and the regula­
tions therewnder shall be subject to such other rules and regulations as 
the Commission may find necessary to protect the public interest and 
promotejust and equitable principles of trade. 

"(f) Upon filinq of an application for registration purswmt to sub­
section (a), the 0 ommission may by order grant such registration if 
the requirements of this section are satisfied. If, after appropriate 
notice and opportunity for hearing, it appears to the Commission that 
any requirement of this section is not satisfied, the Commission shall by 
order deny such registration. 

"(g) A registered futures association may, upon such reasonable 
notice as the Commission may deem necessary in the public interest, 
withdraw from registration by filing with the Commission a written 
notice of withdrawal in such form as tlte C011lllnission may by rules and 
regulations prescribe. 

" (h) If any registered futures association takes any disciplinary 
action against any member thereof or any person associated with such 
a member or denies admission to any person seeking membership there­
in; or bars any person from being associated with a member, such 
action shall be subject to review by the Commission, on its own motion, 
or upon applicatwn by any person aggrieved thereby filed ~vithin 
thirty days after such action has been taken or within such longer pe­
riod as the Commission may determine. Application to the Commis­
sion for review, or the institution of review by the Commission on its 
own motion, shall operate as a stay of such action until an order is 
issued upon such review pursuant to subsection (k) of this section 
unless the Commission othe~vise orders, after notice and opportunity 
for hearing on the question of a stay (which hearing may consist solely 
of affidavits and oral arguments). 

" ( i) (1) In a proceeding to review disciplinary action taken by a 
registered futures association against a member thereof or a pe1·son 
associated with a membe1·, if the Commission, after appropriate notice 
and opportunity for hearing, upon consideration of the record before 
the a~sociation and such other evidence as it may deem relevant-

"(A) finds that such member or person has engaged in such 
acts or practices, or has omitted such act, as the association has 
found him to have engaged in or omitted, and 

" (B) determi'Ms that such acts 0'1' practices, or omission to act, 
are in violation of 81U:h rules of the association as have been desig­
nated in the determination of the association, the Commission 
shall by order dismiss the p1·oceeding, unless it appears to the 
C011lllni8sion that such action sltould be modified in accordance 
with paragraph(~) of this subsection. The Commission shalllike­
wi8e determine whether the acts or practices prohibited, or the 
omission of any act required, by any such rule cowtitute conduct 
inconsistent with ~t and equitable principles of trade, and shall 
so deala,re. If it appears to the Commission that the MJidence does 
not wa'T"l'ant the finding required in clause (A), or if the Com­
mission determines that such acts or practices as are found to have 
been engaged in are not prohibited by the designated rule or rules 
of the association, or that such act as i8 found to have been omitted 
i8 not required by such designated rule or 'l"llles, the C011lllnission 
shall by order set aside the action of the association. 



"(13) If, after appropriate notice arwl opportunity for heartng, the 
Oommission firwls that any penalty imposed upon a member or person 
associated 1oith a member is ewcessive or oppressive, having due rega:rd 
to the pu}Jlic interest, the Oommission shall by order cancel, reduce, 
or require the remission of such penalty. . 

"(3) In any proceeding to review the denial of membership in a 
registered futures association or the barring of any person from being 
associated with a member, if the Oommission, after appropriate notice 
and hearing, and upon consideration of the record before the associa­
tion and such othe1· evidence as it 1nay deem relevant, determines that 
the specific grounds on which such denial or bar is based ewist in fact 
and are valid 'llinder this section, the Oommission shall by order dismiss 
the proceeding; otherwise, the Oommission shall by order set aside the 
action of the a,ssodation and require it to admit the applicant to mem­
bership therein, or to permit such person to be associated 'l.oith a 
member. 

"(j) Every registered futures association shall file with the Oom­
mission in accordance with such rules and regulation8 as the Oommis­
sion may prescribe as necessary or appropriate in the public interest, 
copies of any changes in or additions to the rule8 of the association, 
and suc'h other intor1nation and documents as the Oommisswn may 
require to keep current or to supplement the registration statement 
and documents filed pur~numt to subsection (a) of this section. Any 
change in or addition to the rules of a registered futures a8sociation 
shall be submitted to the Oommission for approval and shall take 
effect u,pon the thirtieth day after such approval by the Oommission, 
or upon ~nwh earlier date as the 0 ommission may determine, unle8s the 
Oorn.mission shall enter an order disapproving such change or addi­
tion: and th,e Oommission shall enter IJtU)h an order Hnless such chanqe 
or addition appears to the Oommission to be consistent with the 
requirements of this section and the prm·isions of this Act. 

"(k) (1) The Oommission is authorized by order to abrogate any 
rule of a registered f'uture8 association, if after appropriate notice and 
opportunity for hearing, it arpears to the Oommission that such abro­
gation is nece8sary or appropnate to assure fair dealing by the members 
of such association, to a/'!sure a fair representation of its members 'ln the 
administration of its affairs or effectuate the purpose8 of this title. 

" ( 13) The 0 om mission '11'/.lty in writing request any registered futttres 
a,ssociation to adopt any specified alteration or supplement to its rules 
ttxith respect to any of the 1natters hereinafter enumerated. If su.ch a8-
sociation fails to adopt such alterati011, or supplement 1.uithin a rea8on­
able time, the Oommission is authorized by order to alter or supplement 
the rules of such association in the 1nanner theretofore requested, or 
'tDith such modifications of such alteration or supplement as it deems 
necessary if, after appropriate notice and opportunity for hearing, it 
appears to the Oommi~sion that 8tteh alteration or supplement is nec­
essary or appropriate in the public interest or to effectuate the purposes 
of this section, with respect to-

" (A) the basis for, and proced'nre in connection with, the denial 
of member8hip or the barring from being (UJsociated with a memr 
ber or the disciplinino of member,'! or persons associated with mem­
bers, or the qualifications required for members or natural per!!ons 
associated with members or any class thereof; 
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"(B) the method for adoption of any change in or addition to 
the rules of the association,-

" ( 0) the method of choosing officers and directors. 
"(l) The Commission is authorizer!, if such action appears to it to be 

necessary or appropriate in the public interest or to carry out the pur­
poses of this section-

"(1) after appropriate notice and opportunity_ for hearing, by 
order to suspend for a period not exceeding twelve rrwnths or to 
revoke the registra.tion of a registered futures association, if the 
Commission finds that such association has violated any provi8io1UJ 
of this title or any rule or regulation thereunder, or has failed to 
enforce compliance with its own rules, or has engaged in any other 

. activity tending to defeat the purposes of this Act; 
"(93) after appropriate notice and opportunity for hearing, by 

order to suspend for a period not exceeding twelve months or to 
expel from a regzstered futures association any member thereof, 
;()r to suspend for a period not exceeding twelve rnnnths or to bar 
any person from being associated with a member thereof, if the 
Oommission finds that such member or person-

"(A) has violated any provision of this title or any rule or 
regulation thereunder, or has effected any transaction for any 
other person who, he hcul reason to believe, was violating with 
respect to such transaction any provision of this title or any 
rule or regulation thereunder; or 

"(B) has willfully violated any provision of the Commod­
ity Exchange Act, as amended, or of any rule, regulation, or 
order thereunder, or has effected any transaction for any 
other person who, he had 1'eason to believe, was willfulf vio­
lating with respect to such transaction any provision o such 
Act or rule, regulation, or order. 

"(3) after appropriate notice and opportunity for hearing, by 
order to remove from office any officer or director of a registered 
futures association who, tlw Commission finds, has willfully failed 
to enforce the rules of the association, or has willfully abused his 
authority. 

"(m) The Commission shall include in its a111nual reports to Congress 
information concerning any futures associations registered pursuant 
to this section and the effectiveness of such associations Vn regulating 
the practices of the members." 

TITLE IV-MISCELLANEOUS PROVISIONS 

SEc. J,IJ1. Section 9 of the Commodity Exchange Act, as amended 
(7 u.s.a. 13)' is amended by adding the follo~aing new S1tbsecti01UJ: 

"(d) It shall be a felony punishable by a fine of not more than 
$10,000 or imprisonment for not more than five years, or both, together 
~vith the costs of prosecution, for any Commissioner of the Commis­
sion or any employee or agent thereof, to participate, directly or in­
directly, in any transaction in comrrwdity futures or any transaction 
of the character of or ~ohich is commonly known to the trade as an 
'option', 'privilege', 'indemnity', 'bid', 'offer', 'put', 'call', 'advance 
gua:ranty', or 'decline guaranty', or for any such person to participate, 
directly or indirectly, in any investment transaction in an actual com­
modity: Provided, That such prohibition against any investment 
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transaction in atn actual commodity shatt not apply to a transaction· 
in which IJ'UCh perBon buys an agricultural commiodity OT litve&tack for 
use in Ida own farming OT ranching operationa OT seltB atn agriqultural 
cornmodity wh:ich he ha8 produced in cO'Tiffl.ection with hiB own farming 
OT ranchilng operationa nor to any tranaaction in which he BeltB live­
Btock which he ha8 owned at least three months. With respect to BUCk 
excepted tratnBactions, the OO'TIVTIIi.88ion Bhall requi'T!e atny OO'Tli/ITIUsioner 
of the OommiBBion OT any employee or agent thereof who participateB 
in any IJ'UCh tranaaction to notify the OommiBsion thereof in accOTdance 
with IJ'UCh regulatimuJ as the OommiBsion Bhalt prescribe and the Oom­
miBsion Bhatt make such information available to the public. 

"(e) It Bhall be a felony pu'lli8hable by a fine of not mure.thatn. 
$10,000 or imprisonment for 'Mt mure thatn fove yearB, OT both, togethetr 
UJith the coBtB of prosecuti<Yrl,-,-(1) jOT atny OommiBsioner of the 00'1Tit­
mi8sion OT ooy employee OT agent thereof who, by virtue of Ilia employ­
ment OT position, acqui1'e8 inj{)'I'11Ul,tion which may affect OT tend to 
affect the price of any corrvrrwdity futureB OT cO'J'limwdity and which 
injOTmation has 'tUJt been made public to impart such injOTmation 
with intent to assist another per Bon, directly or indirectty, to partici­
pate in any tranaaction in commodity futures, OITII!I tranaaction in an 
actual commodity, OT in any tranaactwn of tlhe character of OT which 
is commonty known to the trade as an 'option', 'privilege', 'indemnity' 
'bid', 'offer', 'put', 'caU', 'advance guaranty', OT 'declilne guo:ratnty',· a:J 
(2) jOT any perBon to acquire such inf01"1'1UJ,tion from any Oommusioner 
of the OommiBsiun OT any employee OT agent thereof and to use such 
information in any tranaaction in commodity, futureB, any tranaaction 
in an actu.al commodity, OT in any tranaactwn of the character of OT 
which is commonly known to the trade as atn 'option', 'pri;vilege'; 'in­
demm:ity', 'bid', 'offer', 'put', 'cal't', 'advatnee guo:ranty', OT 'decliM 
guaramty'.'' 

SEc. 4{)2. Section .q.c of the Commodity Exchange Act, as amended 
( 7 U.S.O. 6o), i8 amended-

(a) by ilnBerting "(a)_" after"SBo • .q.c.". 
(b) lJy Btriking paragraph (B) in it8 entirety and inserting in lieu 

thereof the following: · 
'' (B) if such transaction involveB any corwmodity specifically 

Bet Jorth in Bection 2 (a) of thiB Act, prior to the onactment of the 
Oorwmodity FutureB 1'rading OO'TIVTIIi.88ion Act of1974, atnd if 
Buch tratnBaction i8 of the character of, or i8 commonly known to 
the trade as, an 'option', 'pri;vilege', 'indemnity', 'bid', 'offer', 'put', 
'call', 'advance guaranty', or 'aecline ·guaranty', OT". 

(c) By adding at the end thereof the following new subBection: . 
" (b) do perBon Bhall offer to enter into, enter ilnto, or confirm the 

execution OJ, any transaction subject to the provisions of subsection 
(a) of this Bection involving any commodity regulated under this Act, 
out not Bpec:ifically Bet forth in Bection 2(a) of this Act, priOT to the 
enactment of the Oorwmodity Futures 1'rading OornmiBsion Act of 
1974, which is of the character of, OTis corwmonly known to the trade 
as, an 'option', 'pri;vilege', 'inde'111111ity', 'bid', 'offer', 'put', 'call', 'ad­
vance guaratnty', or 'decline guaranty', contrary to any role, regulation, 
OT order of the UommiBBion prohibiting any such transaction or allow­
ing any Buch transaction under such terms and conditions as the Oom­
misBion Bhall preBcribe within one year after the effective date of the 
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Commodity Futur~s .T.rading Commission Act of 19'71,. unkss the Com­
mission determine.s and notifies the Senate C01TIJ1TI,ittee on AgriC'lllture 
URUi Forestry and the HQUse Co'1111Tl1ittee on Agriculture that it is unable 
to prescribe such te1"1n8 and conditions within such period of time: 
P1'ovided, That any S'UOh order, rule, or regulation may_ be made only 
afte'r notice and opportunity for hearing: And provided further, That 
the Commission. 'TlUJ,y set different te1"1n8 and conditions for different 
markets." 

(d) By striking the last sentence of subsection (a) as designated by 
this section. , 

SEc. 1/)3. Section J,.a(l) of the Commodity EaJchange Act, as 
ot~Mnded (7 u.s.a. 6a), is q,mended by i,nserting, following the word 
"straddles" in the las~ sentence of such paragraph the words "or 
'arbitrage'" and by adding the following new senteMes at the end 
of such paragraph: "The word 'arbitrage' in domestic markets shall 
be defined to mean.the same as a 'sprea4' or 'straddle'. The Commis­
sion is (JJUthorized to define the te1'1fb 'inte'N'I.atioruil arbitrage.'." 

SEc. J,.OJ,.. Section ·J,.a(3) of the, Commodity Exchange A.ot, as 
amended (7 D.S.C. 6a), is amended by deleting the period at the end 
of the first sentence and adding "as such te:f"nUj shall be defined by 
the Commission within ninety days after the effective date of the 
Commodity Futures Trading Commission Act of 1971,. by order con­
sistent with the purposes of this Act."; and by deleting, effective im­
mediately on enactment of this Act, the remainder of paragraph 
(3): Provided, That notwithstanding any other provision of law, the 
Secretary of Agriculture, immediately upon the enactment of the Com­
modity Futures Trading Oommission Act of 197 J,., is authorized and 
directed to promulgate regulations defining bona fide hedging trans­
actions and positions: And provided further, .That until the Secretary 
i&sues such regulations defining bona fide hedging transactions and 
positions and such regulations are in full force and effect, such te1"1n8 
shall continue to be defined as set forth in the Commodity Exchange 
Act prior to its amendment by the Commodity Futures Trading Com­
mission Act of 197 J,.. 

SEc. 1,.05. Section J,.b of the Commodity Exchange Act, as amended 
( 7 D .S.C. 6b), is amendedr.-

(a) By deleting the word "ootton" where it appears in the last full 
paragraph of such section, and inserting in lieu thereof the wordB "a 
commodity". . 

(b) By striking the period at the end of such section and adding 
the foUowing: ":And provided further, That such transactions shall 
be '11UU:le in accordance with· such rules and regulations as the Com­
mission may promulgate regarding the manner of the execution of 
such transactions." · 

SEc. 1/)6. Section 5a(6) of the Commodity Exchange Act, as 
amended (7 D.S.C. 7a), is amended by deleting the semicolon at the 
end of said subsection and inserting in.lieu thereof the following: 
"and adopted by the Commission;". 

SEc. 1/)7. Section 5a(8) of the Commodity Exchange Act, as 
amended (7 D.S.C. 7a), is amended-

(a) By deleting the words "not been disapproved by the SefJ'I'etary 
of Agriculture pursuant to paragraph (7) of section Sa" and insert­
ing in lieu thereof the words "been 'approved by the Commissicn pwr­
suant to paragraph (11J) of section 5a". 
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(b) By deleting the word "so", and inserting the words "by the 
Commission" immediately before the semicolon at the end of such 
subsection. 

SEc. 1/)8. Section6(b) of the Commodity Exchange Act, as amended 
(7 U.S.C. 9), is amended-

(a) By striking in the second sentence "a referee" and inserting 
in lieu thereof "an Administrative Law Judge". 

(b) By striking the word "referee" each other place it appears 
and inserting in lieu thereof "Administrative Law Judge". 

SEc. 1,.09. Section9(c) of the Commodity Exchange Act, as amended 
(7 U.S.C. 13), is amended by inserting after "section J,.i" the follow­
ing: "section J,.k, section J,.m, section J,.o,". 

SEc. 1,.10. Section 5108(c) of title 5 of the United States Code is 
amended by adding after paragraph un thereof the following new 
paragraph: 

"(12) The Commodity Futures Trading Commission, subject to 
the standards and procedures prescribed by this chapter, may place 
an additimuil twenty positions in GS-16, GS-17, and GS-18 for pur­
poses of carrying out its fWIWtions." 

SEc. 1,.11. All operations of the Commodity Exchange Commission 
and of the Secretary of Agriculture under the Commodity Exchange 
Act, including all pending administrative proceedings, shall be trans­
ferred to the Commodity Futures Trading Commission as of the effec­
tive date of this Act and continue to completion. All rules, regulations, 
and orders heretofore issued by the Commodity Exchange Commission 
and by the Secretary of Agriculture under the Commodity Exchange 
Act to the extent not inconsistent with the provisions of this Act shall 
continue in full force and effect unless and until terminated, modified, 
or suspended by the Commodity Futures Trading Commission. 

SEc. 412. Pending proceedings under emisting law shall not be 
abated by reason of any provision of this Act but shall be disposed of 
pursuant to tlu; applicable provisions of the Commodity Exchange 
Act, as amended, in effect prior to the effective date of this Act. 

SEc. 4J3. If any provision of this Act or the application thereof to 
any person or circumstances is held invalid, the validity of the remain­
der of the Act and the application o.f SUC'h proviswn to other persons 
or circumstances shall not be affected thereby. · 

SEc. 1,.11,.. The Commodity Exchange Act, as amended, is amended 
by adding the following new section at the end thereof: 

"SEc. 16. (a) The Commission may conduct regular investigations 
of the markets for goods, articles, services, rights, and interests which 
are the subject of futures contracts, and furnish reports of the findings 
of these investigations to the public on a regular basis. These market 
reports shall, where appropriate, include information on the supply, 
demand, prices, and other conditions in the United States and other 
countries with respect to SUC'h goods, articles, services, rights, interests, 
and information respecting the futures markets. 

"(b) The Commission shall cooperate with the Department of Agri­
culture and any other Department or Federal agency which makes 
market investigations to avoid unnecessary duplication of information­
gathering activities. 

"(c) The Department of Agriculture and any other Department or 
Federal agency which has market information sought by the Commis-
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sion shall furnish it to the CO'll1!Jni1Jsion upon the request of any author­
ized employee of'the Commission. The Commi!Jsion s'hall abide by any 
rules of confide'lttiality applying to such information. 

"(d) The Commission shall not disclase in such reports data and 
information which would separately disclose t'he bU{Ii'MB,S transactions 
of any person and trade secrets or rwmes of (JI!iJtO'Tners e;ncept as pro­
vided in sectionS of this Act." 

SEc. 4J5. Section 4g of the Commodity Erochange Act, as amended, 
is amended by inserting " ( 1)" after the section designatwn and by 
addinf! the followinf! new subsectioruJ: 

"(~) Every clearnnghouse and contrMt market shall maintain daily 
trading records. The daily trading records shall incl'I,Ule such informa­
tion as the CO'll1!Jnissionshallpresoribe by rule. 

"(3) Brokers and futurea commi!Jsion merchants s'hall maintain 
daily trading records for eaeh oustomer in such manner a'fl!l form as to 
be identifiable with the trades referred to in subsection (~). 

"(4) Daily trading records shall be maintained in a form suitable 
to the CO'll1!Jnission for suoh period as may be req;uired by the Com­
mission. Reports shall be made from the records maintained at suoh 
times and at such places and in such form as the Comrt~Jission may 
prescribe by rule, order, or regulation in IQ1'der to protect the public 
interest and the interest of peraont~ trading in commodity futures. 

"(5) Before the beginning of trading each day, the ewchange ahall, 
insofar as ill practieable and under terms and conditions specified by 
the Commi!Jsion, make public the volume of trading on eaeh type of 
contraet for the previou.s day and such other information as the Com­
mi!Jsion deems necessary in the public .interest and prescribes by rule, 
order, or regulation. 

" ( 6) Nothing contained in this section shall be construed to prohibit 
the Commi!Jsion from making separate dete'l'1'fttlnr.&tions for different 
clearinghouses, contract markets, and e;nchanges when such determi­
nations are warranted in the judgment of the C om;mi!Jsion;" 

SEc. 4J6. The Commodity .EiJahange Act, as .(lf1Tb6. nded, i-s .amended 
by adding at the end thereof the foll.()1})fi:ng 1WW 8ection: 

"SEc.18. (a) The Oommi!Jsion shall utablish.and maintain, as part 
of its ongoing operations, research and information .programs,(o (1) 
determine the feasibility of-trading by c.om'P'Ji'ter, and. the eropanded use 
of modern informatio.n system teahWJlQgy, electronic da/;a:p.ro{le~sin.g,, 
and modern communication systems by CO'Tl1RJ?.,()dity ewchang.es, boards 
of trade, and .by the Commi!Jsion itself for purp(){les of imp:roving, 
strengthening, facilitating, lYI' regulating fv,tures trading operations; 
(11) assist in the developrnRnt of edtuoational and other infor.mational 
materiala regarding futures trading for dissemination and use among 
prodt«Jers, ma'l'ket users, and the general pu:blic; and (3) carry out the 
general, purposes of this Act. 

" (b) The Commission shall inolAule in its a'filfl,ual reports to C.ongress 
plans and findings with respect to implementing this sectio.n." 

SEc. 417. The·CO'll1!Jnod1ly Futures Trading·Commission shall sub­
mit to the Congress, not later tham, June 30, lffl6, a re.port respecting the 
need for legislation insuring owners of commodity futures accounts 
and persons handling or clearing trades in suoh accounts. against loss 
by reason of the insolvency or financial failwre of a furures commis-
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sion ·merchant carrying such accounts. The report shall contain the 
recorrvrnendations of the ConvmiAJsion concerning the form and natur~< 
of any such legiAJlation. 

Sec. 1,18. (a) Except as otherwiAJe provided specifically in this 
Act, the effective date of this Act shall be the 180th day after en­
actment; The Commission referred to in section 101 UJ hereby estab­
li8hed effective iwmediately on enactment of thi8 Act. Section8 102 
and 1,10 shall be effective immediately on enactment of thiAJ Act. 
Activities necessary to implement the change8 effected by thiAJ Act may 
be carried out after the date of enactment and before as well as after 
the 180th day thereafter. Activities to be carried out after the date 
of enactment and before the 180th day thereafter may include, but 
are not limited to the following: designation of boards of trade 
as contract markets, regiAJtration of futures convmiAJsion merchants, 
floor brokers, and other persons required to be regiAJtered under the 
Act, approval or modification of bylaws, rule.'S, regulations, and resolu­
tions of contract markets, and iAJsuance of regulations, effective on or 
after the 180th day after enactment; appointment and compensation of 
the members of the Commission; hiring and compensation of statf: and 
conducting of investigations and hearings. Nothing in this Act 8hall 
limit the cruthority of the Secretary of Agriculture or the Co-mmodity 
Exchange CommiAJsion under the Commodity Exchange Act, as 
amended, prior to the 180th day after enactment of thiAJ Act. 

(b} Funds appropriated for the adminiAJtration of the Commodity 
Exchange Act, as amended, may be used to implement this Act im­
mediately after the date of enactment of thiAJ Act. 

And the Senate agree to the same. 
HERMAN E. T AJ~MADGE, 
GEORGE McGoVERN, 
HUBERT H. HUMPHREY, 
DrcKCLARK, 
CARL T. CURTIS, 
RoBERT DoLE, 
HENRY BELLMON, 

Managers on the Part of the Senate. 

W. R. PoAGE, 
FRANK A. STUBBLEFIELD, 
THOMAS S. FoLEY, 
BoB BERGLAND, 

WILLIAM c. w AMPLER, 
RoBERT PRICE, 
CHARLES THONE, 

Managers on the Part of the House. 



JOINT EXPLANATORY STATEMENT OF THE COMMITTEE 
OF CONFERENCE 

The managers on the part of the House and the Senate at the con­
ference on the disagreeing votes of the two Houses on the amendments 
of the Senate to. the bill (H.R. 13113) to amend the Commodity Ex­
change Act to strengthen the regulation of futures trading, to bring 
all agricultural and other commodities traded on exchanges under 
regulation, and for other purposes, submit the following joint state­
ment to the House and the Senate in explanation of the effect of the 
action agreed upon by the managers and recommended in the accom­
panying conference report. The differences between the House bill 
and the Senate amendment and the substitute agreed to in conference 
are noted in the following outline, except for conforming, clarifying, 
and technical changes : . 
{1) Nature of Omn;mission. 

The House bill creates a five-man regulatory Commission with cer­
tain ties to the Department of Agriculture. The Commission would 
consist of four ·public members and the Secretary of Agriculture or 
his designee. The four public members of the Commission would be 
appointed by the President from the general public and confirmed by 
the Senate. Any of the five members of the Commission oould be sep­
arately nominated by the President as Chai:rnJ:an of the Commission, 
although such nomination would be subject to separate Senate ap­
proval. The four public members would serve on a part-time basis. 
They would be compensated at Executive Level IV on a :per diem 
basis for the time they spend in the performance of their official activ­
ities. The Commission would be allowed to utilize the facilities and 
services of the Department of Agriculture, at cost, including adequate 
office space if available. The Commission would be required to meet 
as often as necessary, but not less than one regular meeting per month. 
Additional meetings could be called by the Chairman or any two mem­
bers of the Commission. The Commission would have a General 
Counsel, an Executive Director, and a Secretary. 

The Senate amendment creates a five-man independent regulatory 
Commission consisting of a Chairman and four other Commissioners. 
In nominating persons for appointment, the President is to seek to 
establish and maintain a balanced Commission that will include-but 
not be limited to--persons of demonstrated knowledge in futures 
trading or its regulation and persons of demonstrated knowled,ge in 
the production, merchandising, processing, or distribution of the goods, 
articles, services, rights, and interests covered by the Act. The Chair­
man would be the chief administrative officer and compensated at 
Executive Level III. The other Commissioners would be compensated 
at Executive Level IV. The Commission would have a General Counsel 
and an Executive Director, but no Secretary. Both the General Counsel 
and the Executive Director would be subject to Senate confirmation. 
They would be compensated at Executive Level V. 

(33) 
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The Conference substitute adopts the Senate provisiOn with an 
amendment.. Under the Conference substitute, the Secretary of Agri­
culture will appoint a liaison officer, who shall be an employee of the 
Department of Agriculture, for the purpose of maintaining liaison 
between the Commission and the Department. The Commission shall 
furnish the liaison officer with appropriate office space and clerical help, 
and he shall have the right to attend and observe all deliberations and 
proceedings of the Commission. Likewise, the Commission shall estab­
lish a separate office within the Department. of Agriculture to be staffed 
with employees of the Commission for the purpose of maintaining 
liaison between the Department and the Commission. The Secretary 
shall take such steps as ma,y be necessary to enable the Commission to 
obtain information and utilize such services and facilities of the De­
partment as may be necessary in order to maintain effectively such 
liaison. 

Under the Conference substitute, the Commission would appoint 
the General Counsel and the Executive Director. Only the Executive 
Director would be subject to Senate confirmation. Both would serve 
at the pleasure of the Commission. 

The Conference substitute includes the House provision that a 
vacancy in the Commission would not impair the rightofthe remain­
ing Commissioners to exercise the powers of the Commission. Thns, 
during the period of transition between the date of enact.rnent and the 
effective date of the bill, it will be possible for the Commission to func­
tion when three of the Commissioners· have b~en appointed and have 
qualified. · · 

The C011:ftre'11X)~ substitttte also provides~that whenever the Com­
mission submits any budget estimate or request t0 the President or 
the Office of Management and Budget, it shall concurrently transmit 
copies of that' estimate or request to the Hou"Se and ·Senate Agriculture 
Committees and the House and Senate Apprdpristions Committees.­
Likewise, whenever the Commission submits any legislative recom­
mendation, or testimony, or comments on legislation t.o the President 
or the Office of M~tna~tement and B11dl!et. it. shall concurrently trans­
mit copies thereof to the H<1ttse and Senate Agriculture Committees. 
(93) Reparations procedure. 

Under the Se1Wte amendment, a person would have three years 
instead of nine months, as provided in the H ou.<Je bill, to make a com­
plaint t.o the Commission. 

Judicial review of the Commission's findings and order would under 
the H O'U8e bill be de novo, except that the findings of fact and orders 
of the Commission would be prima facie evidence of the facts therein 
stated. Under the Se1Wte amendment, the findings would be reviewable 
only for purposes of determining if they are supported by substan­
tial evidence. 

Under the House bill, the period of time for a person to comply with 
or appeal a reparations order entered against him is five days. Under 
thfl 8P1Wte amendment, the period of time is extended to 15 days. 

Under the Conference substitute, a person would have two years 
to :rpake a complaint to the Commission. In lieu of the II O'U8e and 
Senate provisions, judicial review of the Commission's findings and 
order would on anpeal be in the Conrt of Appen,ls pnrsnant to the 
procedure provided in section 6 (b) of the Commodity Exchange Act. 
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Under section 6 (b) of the Act, the findings of the Commission, as to 
the facts, would, if supported by the weight of the evidence, be 
conclusive. The Conference substitute retains the Senate provision 
that the period of time for a person to comply with or appeal a repara­
tions order entered against him is 15 days. 
(3) Antitrust laws. 

Under the House bill, the Commission-in issuing any order, rule, 
or regulation or in requiring or approving any bylaw, rule, or regula­
tion of a contract market-is to take into consideration the public 
interest to be protected by the antitrust laws. 

The Senate amendment retains this provision, and, in addition, 
requires the Commission to endeavor to take the least anticompetitive 
means of achieving the objectives of the Commodity Exchange Act. 

The Conference substitute adopts the Senate amendment with only 
a technical change. However, the requirement that the Commission en­
deavor to take the least anticompetitive means of achieving the objec­
tives of the Commodity Exchange Act is not intended to constitute any 
procedural roadblock to the Commission in regulating the futures trad­
ing industry, and separate proceedings to consider antitrust and anti­
competitive matters are not required by the Commission in issuing any 
order, adopting any Commission rule .or regulation, or in requiring or 
approving any bylaw, rule, or regulation of a contract market. 
(4) Jurisdiction of the Commission. 

The House bill provides for exclusive jurisdiction of the Commission 
over all futures transactions. However, it is provided that such exclu­
sive jurisdiction would not supersede of limit the jurisdiction of the 
Securities and Exchange Commission or other regtilatory authorities. 

The Senate amendment retains the provision of the H ou.rw bill but 
adds three clarifying amendments. The clarifying amendments make 
clear that (a) the Commission's jurisdiction over futures contract mar­
kets or other exchanges is exclusive and includes the regulation of com­
modity accounts, commodity' trading agreements, and commodity op­
tions; (b) the Commission's jurisdiction, where applicable, supersedes 
State as well as Federal a~~ncies; and (c) Federal and State courts 
retain their respective jurisdictions. 

In addition, the Senate amendment provides that interbank trading 
of foreign currencies and specified financial instruments is not subject 
to Commission regul'a.tion. 

Also, the Senate amendment provides that the Commission's author­
ity in section 217 of the bill to regulate transactions for the delivery of 
silver bullion, gold bullion, or bulk silver coins or bulk gold coins pur­
suant to standardized margin or leverage contracts is exclusive. 

The Conference substitute adopts the Senate amendment, includ­
ing the prov-ision in section 402(d) of the bill which strikes the last 
sentence of section 4c of the Commodity Exchange Act. The language 
being struck provides that "Nothing in this section [!3ection 4c] or 
section 4b shall be construed to impair any State law applicable to any 
transaction enumerated or described in such sections." 

Under the exclusive grant of jurisdiction to the Commission, the 
authority in the Commodity Exchange Act (and the regulations is­
sued by the Coriunission) would preempt the field insofar as futures 
regulation is concerned. Therefore, if any substantive State law regu-
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lating futures trading was contrary to or inconsistent with Federal 
law, the Federal law would govern. In view of the broad grant of 
authority to the Commission to regulate the futures trading industry, 
the Conferees do not contemplate that there will be a need for any 
supplementary regulation by the States. 
( 5) Fitness requirements for floor brokers, futures commission mer-

chants, and persons assoeiated with them. · 
The Senate amendment provides in section 206 that the Commis­

sion may exempt floor brokers, futures commission merchants, and 
persons associated with them, from any written proficiency examina­
tions, if they have previously demonstrated the required proficiency 
and skill necessary to protect the interests of customers. 

The Senate amendment strikes a similar provision in section 204 
of the House bill which would be applicable only with respect to 
persons associated with futures commission merchants. 

The Conference substitute adopts the Senate provision. 
( 6) C ontmet market designation (economic justification). 

The House bill requires a board of trade, before designation as a 
contract market, to demonstrate (a) that the prices involved in trans­
actions for future delivery in the commodity for which such designa­
tion is sought, are, or reasonably can be expected to be, generally 
quoted and disseminated as a basis for determining prices to pro­
ducers, merchants, or consumers of such commodity or the products 
or byproducis thereof or (b) that such transactions are, or reasonably 
can be expected to be, utilized by producers, merchants, or consumers 
engaged in handling such commodity or the products or byproducts 
thereof in interstate commerce as a means of hedging themselves 
against possible loss through fluctuations in price. 

The Senate amendment strikes the House provision and substitutes 
therefor the requirement that the board of trade demonstrate that 
transactionS for future delivery in the commodity for which desig­
nation as a contract market is sought will not be contrary to the public 
interest. 

The Conference substitute adopts the Senate provision. The Confer­
ees note that the broader language of the Senate provision would in­
clude the concept of the "economic purpose" test provided in the 
House bill subject to the final test of the "public interest". 
(7) Delivery points. 

The Senate amendment would give contract markets 75 days, instead 
of 60 days as specified in the House bill, to make changes in delivery 
points as deemed necessary by the Commission. 

In addition, the Senate amendment eliminates any requirement that 
warehouse receipts issued under the United States Warehouse Act 
be accepted in satisfaction of futures contracts where such a require­
ment is totally.inappropriate. 

The Conference substitute adopts the Senate provision. 
(8) Voluntary arbitration of (JUJJtomers' claims. 

Under the House bill, a contract market's voluntary arbitration 
procedure is limited to claims not in excess of $5,000. 

The Senate amendment increases this amount to $15,000. 
The Conference substitute adopts the Senate provision. 
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(9) Commission approval of ewcluznge bylaws, rUles, regulations, and 
resoW,tions. 

The Senate amendment retains the provision of the House bill that 
a contract market submit for Commission approval bylaws, rules, 
regulations, and resolutions which relate to the terms and conditions 
of futures contracts or other trading requirements. 

The Senate amendment provides that the Commission is to approve 
or disapprove such.bylaws, rules, regulations, and resolutions within 
30 days unless the Commission determines that a longer period of time 
is necessary for such determination and so notifies the contract mar­
ket. In addition, the Senate amendment (a) authorizes contract mar­
kets to adopt rules in an emergency without prior approval by the 
Commission, and (b) permits the Commission to exempt contract 
market operational and administrative rules from the requirement 
that they be submitted to the Commission for approval. 

The Conference substitute retains the Senate provision with an 
amendment providing that the Commission shall specify the terms and 
conditions under which a contract market may, in an emergency, adopt 
a temporary rule dealing with trading requirements without prior 
Commission approval. 

Under section 213 of the bill, the Commission retains its authority 
and flexibility to alter or supplement previously-approved exchange 
bylaws, rules, regulations, and resolutions. 
(10) Restraining orders, injunctions, and writs of mandamus. 

The House bill provides that whenever it shall appear to the Com­
mission that any contract market or other person has engaged, is 
engaging, or is about to engage in any act or practice constituting a 
violation of any provision of rthe Act or any rule, regul,ation, or order 
thereunder, or is in a position to effectuate a squeeze or corner or other­
wise restrain trading in any commodity for future delivery, the Com­
mission is permitted to notify the Attorney General, and the Attorney 
General is permitted to bring a court action to enjoin such act or prac­
tice, or to enjoin the continued maintenance of such a position, or to 
enforce compliance with the Act, or any rule, regulation, or order 
thereunder. 

The Senate amendment authorizes the Commission to go directly 
into court itself-without going through the Attorney General----to 
enjoin any contract market or other person from violating the Act or 
restraining trading in any commodity for future delivery. The 
Senate amendment retains the authority for the Commission to seek 
injunctions with respect to persons "about to engage" in violations 
of the Act, but deletes the authority to seek injunctions with respect 
to persons "in a position to" effectuate a squeeze or corner. Under both 
the Senate amendment and the House bill, no restraining order, in­
junction, or writ of mandamus will be issued ex parte. 

The Conference substitute adopts the Senate provision with an 
amendment providing that, in lieu of bringing actions itself, the 
Commission may request the Attorney General to bring the action. 
Where the Commission elects to bring the action, it shall inform the 
Attorney General and advise him of subsequent developments. 
(11) Emergency powers. 

The House bill authorizes the Commission to direct any contract 
market, "whenever [the Commission] has reason to believe that the 
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amount of deliverable sqpplies, the number of open contracts, the 
relative size of individual traders' positions, the amount and direc­
tion of. price movements in cash and .futures markets, the impact of 
government edicts and regulations, the existence of a market emer­
gency, or any other such market factor creates a condition which 
threatens orderly trading in, or liquidation of, any futures contract, 
to take suda action as in the Commission's judgment is necessary to 
maintain or restore orderly trading in, or liquidation of, any futures 
contract." The HOWJe bill specifies examples of actions that the Com-
mission may take. · 

Under the SeMte amendment, the Commission will have authority 
to act only in "emergency" situations and direct a contract market to 
take such action as is necessary to maintain or restore orderly trading. 
The term "emergency" is defined as meaning-in addition to threat­
ened or actual market manipulations and corners--any act of govern­
ment affecting a commodity or any other major market disturbance 
which prevents the market from accurately reflecting the forces of 
supply and demand. In addition, the "emergency" itself must-in the 
Commission's judgment-have a greater adverse impact on the market 
than the action the Commission proposes to take. 

The Conference substitute adopts the Smwte provision with an 
amendment deleting the langua.ge that the "emergency" must, in the 
Commission's judgment, have a greater adverse impact on the mar­
ket than the action the Commission proposes to take. At the outset of 
an emergency, it might not be practicable for the Commission to reach 
such a judgment. 

However, the Conferees do not intend that the emergency powers 
section be used to prescribe a remedy more severe than the malady 
sought to be cured. The effective use of the emergency powers. requires 
th~ <?areful exercise of expert and impartial judgment by the Com­
missiOn. 

Under the Conference substitute, the Commission may take, but is 
not limited to, all of the emergency actions specified in the HOWJe bill. 
(1:8) DisoipliMry procedwres. 

The SeMte amendment (a) authorizes the Commission to discipline 
exchange members if the exchange fails to act and (b) pernu,ts a 
member who is disciplined by an exchange to appeal to the Commis­
sion. The provision does not require any person to submit to the appeal 
procedure of the Commission and it does not deny any person the right 
to seek relief in the courts. Nor does it limit the liability of any person 
in any suit by a State or Federal agency. 

The House bill contains no comparable provision. 
The Conference substitute adopts the SeMte provision with an 

amendment under which review by the Commission of exchange dis­
ciplinary action would be discretionary and, if allowed, in accordance 
with sn0h standards and procedures as the Commission deems appro­
priate. The Conference substitute deletes the SeMte provision stating 
that nothing therein (a) requires any person to submit to the appeal 
procedure of the Commission, (b) prohibits any person from seeking 
relief in the courts, or (c) limits the }]ability of any person in any suit 
by a State or Federal agency. The appeal procedure, under the Con­
ference substitute, is discretionary. While as a matter of primary ad-
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ministrative jurisdiction, courts may defer to any review afforded by 
the Commission, the availability of such review procedure will not 
affect rights that are otherwise available to persons adversely affected 
by exchange action. 
(13) Leverage contract regulation. 

The Senate amendment requires the Commission to regulate leverage 
transactions for the delivery of silver bullion, gold bullion, or bulk 
silver coins or bulk gold coins. Under the Senate amendment, if the 
Commission determines at any time that such transactions are fut11res 
contracts within the meaning of the Act, they would be regulated 
accordingly. 

The H OU8e bill contains no comparable provision. 
The Conference substitute adopts the Senate provision. If the Com­

mission determines that any leverage transaction is a contract for 
future delivery within the meaning of the Commodity Exchange Act, 
all of the requirements in the Act would be applicable to trading in 
such transaction. 
(14) F·utures assooiationa. 

Title III of the House bill provides enabling authority at the dis­
cretion of the Commission for persons registered under the Com­
modity Exchange Act and in the commodity trading business to 
establish voluntary associations for regulating the practices of the 
members. 

The Senate amendment strikes title III of the House bill and re­
ctuires the Commission to investigate the need for legislation providing 
for the registration of futures associations. The Commission is to re­
port its findings to Congress within two years. 

The Conference substitute adopts the House provision with an 
amendment providing that the Commission's ·annual reports to the 
Congress are to include information concerning the futuras associa­
tions registered pursuant to title III and the effectiveness of such 
associations in regulating the practices of the members. Thus, Congress 
will be in a position to make a continuing review of the effectiveness 
of any futures associations registered by the Commission. 
( 15) Insider trading. 

The Senate amendment makes technical changes in the H OU8e sec­
tion on insider trading. In addition, it modifies the House prohibition 
against insider trading in actual commodities. The Senate amendment 
prohibits trading in actual commodities only if the insider is using 
"information acquired by virtue of his employment or position" to do 
such trading. 

The Senate ·amendment would also make it a felony for any person 
to acquire information from an insider and ruse such information for 
futures trading, options trading, and trading in actual commodities. 

The H ou.ye bill does not impose any sanctions ·against persons acquir­
inq information from insiders. 

'The Conference substitute deletes the Senate provision requiring 
that. for a crime to be committed under the new section 9 (d), a Com­
missioner of the Commission or employee or agent thereof engaging 
in a transaction in an actual commodity must be proven to have used 
"information acquired by Yirtue of his employment or position". The 
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Conferees wished to make it clear that the deletion of this requirement 
should not be construed to mean that a Commissioner or other employee 
or agent of the Commission would be prohibited from engaging m any 
transaction in an actual commodity (e.g., the purchase of butter or 
other commodities for his own use). The Conference substitute, there­
fore, ·adds the word "investment" to define the type of actual transac­
tion sought to be prohibited. This makes clear that the purchase of 
commodities for one's own use and consumption is not prohibited. In 
addition, the Conferees added language refining the "excepted trans­
actions" langua~e to permit "purchase" as well as sale of actual com­
modities and livestock in connection with farming and ranching 
operations of a Commissioner, employee or agent. 

The Conference substitute retains the Senate provision making it a 
felony for any person to acquire and use insider information. 
(16) Options trading. 

The H oU8e bill continues the ban now contained in section 4c of the 
Act on trading in options (privileges, indemnities, bids, offers, puts, 
calls, advance guaranties, and decline guaranties) in the now-regu­
lated commodities, but permits trading in options in all other commod­
ities if not done contrary to any rule, regulation, or order of the 
Commission prohibiting any such transaction or allowing any such 
transaction under such terms and conditions as the Commission may 
prescribe. The Commission could promulgate such an order, rule, or 
regulation only after notice and opportunity for hearing. The Commis­
sion may set different terms and conditions for different markets. 

The Senate amendment retains the House provision, but provides 
that the Commission is to prescribe the regulations govermng such 
options trading within one year after the effective date of the bill. 

The Conference substitute adoJ?ts the Senate provision with an 
amendment providing that the penod for issuing regulations govern­
ing suoh options trading may be extended if the Commission deter­
mines, and notifies the Senate Committee on Agriculture and Forestry 
and the House Committee on Ag-riculture, that it will be unable to 
promulgate such regulations withm the one-year period. 
(17) Arbitrage. 

The House bill a-uthorizes the Commission, in fixing trading and 
position limits, to exempt "arbitrage" transactions, and defines the 
word "arbitrage" as meaning the same as a ''spread" or "straddle". 

The Senate amendment retains such exemption but limits the defini­
tion to arbitra,ge in domestic markets and authorizes the Commission 
to define "international arbitrage". 

The Conference substitute adopts the Senate provision. 
(18) Hedging. 

The House bill deletes the definition of "bona fide hedging transac­
tions or positions" now contained in the Act and allows the Commis­
sion to define that term "by order consistent with the purposes of this 
Act." However, until the Commission issues regulations defining what 
constitutes bona fide hedging transactions and positions under the 
Act and such regulations are in full force and effect, such terms will 
continue to be defined as set forth in the Act prior to its amendment 
by the bill. 
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The Sen<Lte amendment allows the Commission to define hedging, 
as would the House bill, but requires that the Commission allow 
the hedging of "contract" bushels. of seed and extend anticipatory 
hedging privileges to persons such as bakers who use products (for 
example, flour) of traded commodities rather than ~h_e commodity 
itself. Under the Sen<Lte amendment, the new defimtlons must be 
issued by the Commission within 90 days after the effective date of 
the bill. 

The Oonfererwe substitute ado~ts the HO'USe provision, with an 
amendment. The Conferees recogmze that the language of the H O'USe 
bill accommodates the Sen<Lte provision requiring the Commission to 
allow hedging by users of products of traded commodities as well as 
hedging by seed companies of the contract bushel equiv·alent ·of antic­
ipated seed production. The Conferees intend that such hedging be 
allowed by the Commission. Further, with respect to this change in 
existing law which allows bakers to be deemed le~timate hedgers for 
purpose of exceeding the speculative limits provtded under the Act, 
the Conferees intend that the right of such hedging on products of 
traded commodities be extended to all persons similarly situated--i.e., 
to 'all legitimate businessmen seeking to offset an existing cash risk 
in a product of a traded commodity-unless otherwise proVIded by the 
Commission. Therefore, the Commission retains control over poten­
tial abuse, if any, of this provision through its general authority to 
refine the mandate intended by the Conferees by order consistent with 
the purposes of the Act. 

Immediately upon the enactment of the bill, the Secretary of Agri­
culture is to issue r~lations defining bona fide hedging transactions 
to allow hedging by the persons described above. Such regulations 
would, of course, only be applicable with respect to the now-regulated 
commodities. The new Commission would issue hedging definitions for 
the other commodities within 90 days after the effective date of the bill. 
(19) Separability. 

Both the H O'USe bill and the Sen<Lte amendment preserve the validity 
of the remainder of the bill if any portion is held invalid. 

The Sen<Lte amendment strikes that part of the House bill which 
would preserve any section of the Commodity Exchange Act in its 
applicability y..o any per~on or .cir?UIDs~ce i~ such section is amendoo 
by any proTisiOn of the bill whmh 1S held mvahd. . 

The Oonfererwe substitute adopts the Senate provision. 
( 9JO) Market reports. 

The Sen<Lte amendment authorizes the Commission to investigate 
markets for goods, articles, services, rights, and interests which are 
the subject of futures contracts, and publish regular market reports. 
The Commission would be required to cooperate with other Federal 
agencies to avoid unnecessary duplication of information-gathering 
activities. Other agencies would be required to furnish market in­
formation to the Commission, which would in turn be subject to any 
rules of confidentiality applying to the information. The Commis­
sion could not disclose the names of individual companies. 

The House bill contains no comparable provision. 
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The Conference substitute adopts tJJ.e Senate provision with an 
amendment providing tJJ.at, except as provided in section 8 of the 
Act, the Commission shall not disclose in the market reports data 
and information which would separately disclose the business trPTJ.S­
actions of any person and trade seei'ets or names of customers. 
(21) Daily tradinvreports. 

The Senate amendment requires every clearinghouse to deliver a 
daily report· to the Commission, specifying for eaeh trade made on 
the ex~hange that. day, the time, the subj.ect, tpe nl!mber of contracts, 
the pnce, the dehvery month, and the IdentificatiOn of the traders. 
The Commission would be authorized to require additional information 
in such reports, and to prescribe the form and manner of such reports. 
The Commission would be permitted to disclose such reports or infor­
mation from them i:f it determines that disclosure furthers the regula­
tion of futures trading. Exchanges would be required to publish daily 
reports of the volume of trading on eaeh type of contraet. The Com­
mission would be authorized to require exchanges to include additional 
information in such daily reports. 

The House bill contains no comparable provision. 
The Co1tference substitute adopts the Senate provision with an 

amendment authorizing the Commission to determine the type of 
trading records and the type a.nd frequency of trading reports to be 
required of clearinghouses and contract markets. In carrying out the 
Conference substitute, the Commission may obtain whatever informa­
tion is needed for the effeetive enforcement of the Commodity Ex­
change Act; includirtg~but not limited to-the items specified in the 
Senate amendment. If, for example, the Commission determines that 
it needs the time of eooh trade made on the exchanges and the identi­
fication of the traders involved in each trade, it can: require that a 
rec6rd be kept of this information afid that it be reported to the Com­
mission by the clearinghouse and contraet market. In lieu of the daily 
reporting requirement in the Senate amendment, if the Commission 
requires that reports be made, the frequency of such reports is to be 
determined by the Commission. However. reports shall be submitted 
on a daily basis if, in the Commission's judgment, this is necessary. 
Whatever records are required by the Commission shall be maintained 
by the clearinghouses and contract markets in order to avoid the neces­
sity of the Commission going to the individual clearing members to 
obtain such information. Under the Conference substitute, the Com­
mission's authority to make the reports available to the public would 
be governed by the provisions of section 8 of the Commodity Exchange 
Act. 
(22) Investor protection. 

The Senate amendment makes it unlawful for a futures commission 
merchant to accept a futures contract order from any person, or for a 
commodity trading advisor to advise any person tO buy or sell a fu­
tures contract, without first obtaining a statement from such person 
that he understands the riskS invblved. 

The House bill contairis no comparable provision. 
The Conference substitute deletes the Senate proVision. 
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(23) Research and information programs. 
The Senate amendment requires the Commission to establish and 

maintain research and information programs to investigate new tech­
nology and the feasibility of its use for improving; strengthening, fa­
cilitating or regulating futures trading; to assist in developing mate­
rials for educating producers, market users, and' the general public 
about futures trading; tmd. to carry out the general purposes of the 
Act. Annual reports of such programs would be required. 

The House bill contains no comparable provision. 
The Oonference substitute adopts the Senate provision. 

(24) Forward contracting imurance program. 
The Senate amendment requires the Commission to encourage and 

assist private insurers to establish a pool to provide insurance to pro­
tect the ;earties to any forward contr!l-ct from financial loss resulting 
from failure of the other party to comply with the terms of the con-
tract for futu~ delivery. . . 

The House hill contallis no comparable proVIsion. 
The Oonference substitute deletes the Senate provision. 

(25) Oommodity futures accownt insurance. 
The Senate amendment requires the Commission to investigate and 

report to Congress, not later than June 30, 1976, on the need for legis­
lation providing insurance against losses caused by the financial fail­
ure of futures commission merchants. 

The House bill contains no comparable provision. 
The Oonference substitute adopts the Senate provision. 

(26) Effective date. 
Both the House bill and the Senate amendment provide that the bill 

is effective 180 days after enactment. Activities necessary to implement 
the changes made by the bill may, however, be carried out after the 
date of enactment and before the effective date. . 

The Senate amendment provides, in addition to the items specified 
in the House bill, that activities to be carried out after the date of 
enactment and before the effective date shall include the necessary 
steps to regulate futures trading in silver immediately on the effective 
date of the bill. 

The Oonference substitute adopts new language relating to the effec­
tive date of the new Act for that contained in section 414 of the House 
bill and section 321 of the Senate amendment. This language is in­
tended to clarify the interim authority between the date of enactment 
and 180 days after enactment, the date on which the new law will be­
come fully operational. 

In order that it may be prepared to begin full operation on the ef­
fective date of the Act, the Commission may, pnor to the effective 
date, make such studies, conduct such hearings, and require such re­
ports as are authorized to carry out the purposes of the Act and may 
Issue and publish in the Federal Register such proposed regulations 
and notices as it deems appropriate. The fact that the detailed activ­
ities specified in this provision remain permissive as provided in the 
House bill is not intended to deter their implementation. The Conferees 
fully expect that implementing activities under this Act shall begin as 
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soon as practicable in order that the Commission is fully operational 
at the end of 180 days. 

In addition, the Conferees intend that the new Commission take the 
necessary steps to regulate effectively futures trading in all commodi­
ties, including silver, immediately on the effective date of the Act. The 
Conferees believe that current conditions on the silver futures market 
particularly require the most effective and informed regulation as soon 
as feasible but are persuaded that the earliest feasible time is the 
effective date. 
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"People will endeavor to forecast the future and to make agree­
ments according to their prophecy. Speculation of this ki~ by com­
petent men is the self-adjustment of society to the probable. Its val;ue 
i8 well known as a means of avoiding or mitigating catastrophes, 
equalizing prices and providing for periods of want. It is true that the 
success of the strong induces imitation by the weak, and that incompe­
tent persons bring themselves to ruin by undertaking to speculate in 
their turn. But legislatures and courts generally have recognized that 
the natural evolutions of a complew society are to be touched only with 
a very cautious hand, and that such coarse attempts at a rememy for 
the waste incident to every social function as a simple prohibition 
and laws to stop its being are harmful and vain." 

Mr. JusTicE HoLMEs. 

Board of Trade v. Christie Grain & Stock Oo., 198 U.S. 236,247-248 
(1905). 
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Su:mHARY OF MAJOR PROVISIONS OJ<' H.R. 13113, AS AMENDED BY THE 
CoMMITTEE 

The bill, as amended by the Committee, consists o£ three titles. 

TITLE I 

Title I creates an independent regulatory commission called the 
Commodity Futures Trading Commission consisting of a Chairman 
and four other Commissioners. The Commissioners will be appointed 
by the President, by and with the advice and consent of the Senate. In 
nominating persons for appointment, the President is to seek to estab­
lish and maintain a balanced Commission that 'vill include persons of 
demonstrated knowledge. 

• Not more than three of the members of the Commission shall be 
members of the same political party. The Commissioners shall be 
appointed for staggered five-year terms. 1Vith certain exceptions, the 
executive and administrative functions of the Commission sha 11 be 
exercised by the Chairman. The Chairman is to be compensated at 
Executive Level III. The other. Commissioners are to be compensated 
at Executive Level IV. 

• The Commission will have a General Counsel and an Executive 
Director to be appointed by the President, by and with the advice and 
consent of the Senate. They are to be compensated at Executive 
Level V. 

• All existing authority under the Commodity Exchange Act which 
is presently vested in the Secretary of Agriculture and the Commodity 
Exchange Commission will be transferred to the new Commission. All 
existing personnel of the Commodity Exchange Authority will be 
transferred to the new Commission. 

• A customers' reparation procedure before the new Commission is 
authorized for handling customers' complaints which arise from viola­
tions of the Act. A reparations order by the Commission is subject to 
judicial review. However, the Commission's findings of fact and order 
are reviewable only for determining if such findings and order are 
supported by substantial evidence. The procedure will not become 
effective until one year after the date of enactment of the bill. How­
ever, claims arising within nine months immediately before such 
effective date could be heard by the Commission after the one-year 
period. 

• The Commission-in issuing any order, rule, or regulation or in 
requiring or approving any bylaw, rule, or regulation of a contract 
market-is to take into consideration the public interest to be pro­
tected by the antitrust laws and to endeavor to take the least anti­
competitive means of achieving the objectives of the Act. 

(2) 



• 

3 

TITLE II 

Title II provides broad authority to the Commission to regulate 
:futures trading and exchange activities. 

• All goods. articles, services, rights, and interests traded :for :future 
delivery are Lr;ought under Federal regulation. 

• ~ommodity trading advisors and commodity pool operators are 
reqmred to register with the Commission. In addition, the existing 
registration and examination :for fitness requirements applicable to 
:futures commission merchants and floor brokers are expanded to in­
clude all individuals handling customers' accounts. 

• The new Commission will determine whether trading by floor 
brokers and :futures commission merchants :for their own account and 
at the same time trading :for their customers will be permitted. If 
the Commission determines that such dual trading will be permitted, 
the Commission shall :further determine the circumstances under 
which it shall be conducted. The Commission may nmke separate 
determinations :for different contract markets. 

• Contract markets will be required to demonstrate that :futures con­
tracts :for which they seek designation will not be contrary to the 
public interest. 

• The new Commission may establish additional points :for the 
delivery o:f a commodity in order to diminish price manipulation, 
market congestion. or the abnormal movement o:f the commodity in 
interstate commerce. 

• Contract markets must submit :for Commission approval bylaws, 
rules, regulations, and resolutions which relate to the terms and con­
ditions o:f :futures contracts or other trading requirements. In addition, 
the Commission may require a contract market to make changes in 
its rules and practices which are necessary or appropriate for the 
protection o:f the public interest. 

• The Commission will have authority to [tO directly into court to 
enjoin any contract market or other person :from violating the Act or 
restraining trading in any commodity :for :future delivery. However, 
no restraining order, injunction, or writ o:f mandamus will be issuecl 
ex parte. 

• The Commission will haYe authority to act in emergency situa­
tions and direct a contract market to take such action as is necessary to 
maintain or restore orderly trading. The term "emergency" is defined 
as meaning-in addition to threatened or actual market manipulations 
and corners-any act o:f government affecting a commodity or any 
other major market disturbance which prevents the market :from ac­
curately reflecting the :forces o:f supply and demand. In addition, the 
"Pmergency" itsel:f must have a greater adverse impact on the market 
than the action the Commission proposes to take . 

• Penalties in amounts up to $100,000 could be imposed in both ad­
ministrative and criminal proceedings :for violations o:f the Act. 

• The Commission will have authority to regulate transactions :for 
the delivery o:f silver bullion, gold bullion, and bulk silver and gold 
coins pursuant to standardized margin or leverage account contracts. 

TITLE III 

Title Ill makes it a :felony :for Commissioners, employees, or agents 
of the Commission to participate, directly or indirectly, in any trans-
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action in commodity futures or options or an actual commodity. It is 
also a felony for such person tD impart confidential information to 
others for the purpose of assisting them in participating in such trans­
actions. The persons receiving the confidential information are likewise 
prohibited from using such information. 

• The ban on trading in options in commodities presently subject to 
regulation is continued. Options trading with respect to all other com­
modity futures is likewise banned if contrary to Commission rules or 
regulations prohibiting or allowing such trading. The Commission 
is to prescribe the regulations governing such trading within one year 
after the effective date of the bill. 

• The term "arbitrage" is added to the Commission's authority to 
allow the exceeding of speculative limits. Arbitrage indomestic mar­
kets is defined as meaning the same as a "spread" or "straddle". The 
Commission is authorized to define the term "international arbitrage". 

• The Commission is authorized to define bona fide hedging transac­
tions or positions. However. the new definition must permit hedging of 
a person's anticipated production of seed quantities of a commodity 
and hedging by the users of products of traded commodities as well 
as users of the commodities. 

• The authority under which a futures commissiOn merchant or 
floor broker may "cross trades" for cotton is made applicable to all 
commodities under rules and regulMions issued by the Commission. 

• The Commission is 'authorized tD conduct regular investigations 
of the markets for commodities ''"hich are the subject of futures con­
tra~ts, and furnish reports of its findings to the public on a regular 
basis. · · 

• Every clearinghouse must prepare a daily trading report in the 
form and manner prescribed by the Commission. The Commissioi1 
could disclose daily trading reports, or information from the reports, 
if disclosure furthers the regulations of futures trading. 

• It would be unlawful for a futures eommission merchant to accPpt 
a futures contract order from any person. or for a commodity trading 
advisor to advise any person to buv or sPll a futures contract, without 
first obtaining a statement from si1ch person that he understands the 
risks involved. 

• The Commission :would establish research and information pro­
grams to investigate the feasibility of trading by computer and the 
expanded use of modern information system technology. 

• In order to promote the use of forward contracting, the Commis­
sion would encourage and assist private insurers to provide insurance 
to protect the parties to any forward contract from losses resulting 
from breaches of the contract. 

• The Commission is to investigate the need for legislation prm·id­
iug for the registration of futures associations. The Commission is to 
report its findings to Congress within two years. . 

• The Commission is to investigate and report to Congress, not latPr 
than ,June 30, 1976, on the need for legislation providing insurance 
against losses caused by the financial failure of futures commission 
merchants. 

• The bill is effective 180 days after enactment. However, activitiPs 
necessary to implement the bill may be carried out after enactment 
and before the effective date. 
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Col\niiTTEE AMENDMENT 

The Committee amendment strikes all after the enacting clause of 
H.R. 13113 and inserts in lieu thereof an amendment in the nature of 
a substitute. The principal differences between H.R. 13113 as passed 
by the House and the bill as amended by the Committee are as follows: 
(1) Type of Commission (Secs.101, 102) 

The House bill creates a five-man regulatory Commission with cer­
tain ties to the Department of Agriculture. The Commission would 
consist of four public members and the Secretary of Agriculture or his 
designee. The four public members of the Commission would be ap­
pointed by the President from the general public and confirmed by 
the Senate. Any of the five members of the Commission could be sepa­
rately nominated by the President as Chairman of the Commission, 
although such nomination would be subject to separate Senate ap­
proval. The four public members would serve on a part-time basis. 
They would be compensated at Executive Level IV on a per diem basis 
for the time they spend in the performance of their official activities. 
The Commission would be allowed to utilize the facilities and services 
of the Department of Agriculture, at cost, including adequate office 
space if available. The Commission would be required to meet as often 
as necessary, butnot less than one regular meeting per month. Addi­
tional meetings could be called by the Chairman or any two members 
of the Commission. The Commission would have a General Counsel, 
an Executive Director, and a Secretary. 

The Committee amenc~ment creates a five-man independent regu­
latory Commission consisting of a Chairman and four other Commis­
sioners. In nominating persons for appointment, the President is to 
seek to establish and maintain a balanced Commission that will include 
persons of demonstrated knowledge. 

The Chairman would be the chief administrative officer and com­
pensated at Executive Level III. The other Commissioners would be 
compensated at Executive Level IV. _ . · 

The Commission would have a General Counsel and an Executive 
Director, but no Secretary. Both the General Counsel and the Execu­
tive Director would be subject to Senate confirmation. They would be 
compensated at Executive Level V. 
(2) Reparations procedure (Sec. 106) 

Under the Committee amendment, a customer would have three 
years instead of nine months, as provided in the House bill, to make 
a complaint to the Commission. · · 

Judicial review of the Commission's findings and order would under 
the House bill be de novo. Under the Committee amendment, the find­
ings would be reviewa~le onl.Y for purposes of determ,ining if they are 
supported by substantial evidence;· · · · 

(.5) 
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_Under the II ouse bill, the period of time for a person to comply 
w1th or appeal a reparations order entered against him is five days. 
Under the Committee amendment, the period of time is extended to 
15 clays. 

(3) Antitrust la:ws (Sec.107) 
Under the House bill, the Commission-in issning any order, rule, 

o_r regulation or in requiring or approving any bylaw, rule, or regula­
tiOn of a contract market-is to take into consideration the public 
interest to he protected by the antitrust laws. 

The Committee amendment retains this provision, and, in addition, 
requires the Commission to take the least anti-competitive means 
of achie,·ing the objectives of the Commodity Exchange Act. 
(4) Exclusire jurisdiction over futures trading (Sec. 201) 

The ll ouse bill provides for exclusive jurisdiction of the Commis­
sion over all futures transactions. However, it is provided that such 
exclusive jnrisdiction would not supersede or limit the jurisdiction of 
the Securities and Exchange Commission or other regulatory 
authorities. 

The Oorntnittee amendment retains the provision of the House bill 
bt~t adds three clarifying amendments. The clarifying amendments 
make clear that (a) the Commission's jurisdiction over futures con­
tract markets or other exchanges is exclusive and includes the regula­
tion of commodity accounts, commodity trading agreements, and com­
modity options; (b) the Commission's jurisdiction, where applicable, 
supersedes State as well· as Federal agencies; and (c) Federal and 
State courts retain their jurisdiction. In addition, the Committee 
amendment provides that inter-bank trading of foreign currencies and 
specified financial instruments is not subject to Commission regulation. 

( 5) Fitnes.s requirements for futuTes commission merchant.s, floor 
brokers, and persons associated 1oith them (Sec. 206) 

The Committee amendment provides in section 206 that the Com­
mission may except-from any written proficiency examinations­
flom· brokers, futures commission merchants, and persons associated 
with them. if they have previously demonstrated the required pro­
fici(mcy and skill necessary to protect the interests of customers. 

The rommitter amendment strikes a similar provision in the II ouse 
bill which woulcrbe applicable only with respect to persons associated 
with futures commission merchants. 

( 6) Contract mm'ket designation (Sec. '207) 
The ll ou.se bill requires a board of trade, before designation as a 

contract market, to demonstrate (a) that the prices involved in trans­
actions for future delivery in the commodity for which such designa­
tion is sought, are, or reasonably can be expected to be, generally 
quoted and disseminated as a basis for determining prices to producers, 
merchants, or consumers of such commodity or the products or by­
products thereof or (b) that such transactions are, or reasonably can 
he expectC>d to be, utilized by producers, merchants, or consumers 
engaged in handling such commodity or the products or byproducts 
therPof in interstate commerce as a means of hedging themselves 
against possible loss through fluctuations in price. 
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The Committee amendment strikes the House proviswn aHu SlLO­
stitutes therefqr the requirement that the board of trade dPmonstrate 
that transactions for future delivery in the commodity for which 
designation as a contract market is sought will not be contrary to the 
public interest. 

(7) DeHuery point8 (Sec. 1Z08) 
The Committee amendment would give contract markets 75 days, 

instead of 60 days as specified in the II ouse bill, to make changes ·in 
delivery points as deemed necessary by the Commission. 

In addition, the Committee amendment eliminates anv rrqnirement 
that warehouse receipts issued under the United States \:\~a rehouse Act 
be accepted in satisfaetion of futures contracts wherr such a require­
ment is totally inappropriate. 

( 8) Voluntary arbitration of customen' claims (Sec. fZOtJ) 
Under the II ouse bill, a contract markefs voluntary arbitration 

procedure is limited to claims not in excess of $5,000. 
The Committee amendment increases this amount to $15,000. 

(tJ) Commission apprm•al of exchange bylaws, rules, regulations, and 
Tesolutions (Sec.1Z10) · 

The Committee amendment retains the provision of the House biH 
that a contract market submit for Commission approval bylaws, rules, 
regulations, and resolutions Y\'hich relate to the terms and conditions 
of futures contracts or other trading requirements. 

However, the Committee amendment provides that the Commission 
is to approve or disapprove such bylaws, rules, regulations, and reso­
lutions within 30 days unless the Commission determines that a longer 
period of time is necessary for such determination and so notifies the 
contract market. In addition, the Committee amendment (a) author­
izes contract markets to adopt rules in an emergency without prior 
approval by the Commission, and (b) permits the Commission to 
exempt contract market operational and administratiYe rules from the 
requirement that they be submitted to the Commission for approvaL 

(10) Restraining orders, injunctions, and 1vrits of mandamus (Sec. 
fZll) 

The House bill provides that whenever it shall appear to the Com­
mission that any contract market or other person has engaged, is en­
gaging, or is about to engage in any act or practice constituting a 
violation of any provision of the Act or any rule, regulation, or order 
thereunder, or is in a position to effectuate a squeeze or corner or other­
wise restrain trading in any commodity for future delivery, the Com­
mission is permitted to notify the Attorney General, and the Attorney 
General is permitted to bring a court action to enjoin such act or prac­
tice, or to enjoin the continued maintenance of.such a position, or to 
enforce compliance with the Act, or any rule, regulation, or order 
thereunder. · 

The Committee amendment authorizes the Commission to go di­
rectly into court itself-without going through the Attorney Gen­
eral-to enjoin any contract market or other person from violating 
the Act or restraining trading in any commodity for future delivery. 
The amendment retams the authority for the Commission to seek in-
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junctions with respect to persons "about to engage" in· violations of the 
Act, but deletes the authority to seek injunctions with respect to 
persons "in a position to" effectuate a squeeze or corner. As under the 
House bill, no restraining order, injunction, or writ of mandamus will 
be issued ex parte. 
(11) Enwrgency p01oers (Sec. 9315) 

The H Oll-~e bill authorizes the Commission to direct any contract 
market, "whenevPr [the Commission] has reason to believe that the 
amount of deliverable supplies, the number of open contracts, the rela­
tive size of individual traders' positions, thP amount and direction of 
price mo\·ements in cash and futures markets, the impact of govern­
ment Pdicts and regulations, the existPnce of a market emergency, or 
any other such market factor creates a condition which threatens 
orderly trading in, or liquidation of, any futures contract, to take such 
ltction as in the Commission's judgment is necessary to maintain or 
restore orderly trading in, or liquidation of, any futures contract." 

Examples of such actions are: limiting trading to liquidation only; 
extending the expiration date of futures contracts; extending the time 
for makmg deliveries in fulfillment of futures contracts; ordering 
liquidation of futures contracts under such terms as the Commission 
deems necessary ; suspending trading; ordering the fixing of settle­
ment prices for the liquidatiOn of futures contracts; and "any other 
action necessary to prevent significant intervention or manipulation 
by 3 foreign government." 

Under the Committee amendment, the Commission will have au­
thority to act only in "emergency" situations and direct a contract 
market to take such action as is necessary to maintain or restore or­
derly trading. The term "emergency" is defined as meaning-in addi­
tion to threatened or actual market manipulations and corners--any 
act of government affecting a commodity or any other major market 
disturbance which prevents the market from accurately reflecting the 
forces of supply and demand. In addition, the "emergency" itself 
mnst-in the Commission's judgment-have a greater adverse impact 
on the market than the action the Commission proposes to take. 
(12) DiscipUnary procedures (Sec. '216) 

The Committee amendment (a) authorizes the Commission to dis­
cipline exchange members if the exchange fails to act and (h) permits 
a member who is disciplined by an exchange to appeal to the Com­
mission. The provision does not require any person to submit to the 
appeal procedure of the Commission and it does not deny any person 
the right to seek relipf in the courts. Nor does it limit the liability 
of any person in any suit by a State or Federal agency. 

The House bill contains no comparable provision . 
. ( 13) Margin contract regulation (Sec. 217) 

The Committee amendment requires the Commission to regulate 
margin or leverage transact~ons fpr the delivery of silver bullion, 
gold bullion, or bulk silver and gold coins. Under the Committee 
amendment, if the Commission determines at any time that such 
transactions are futures contracts within the meaning of the Act, 
they would be regulated accordingly. · 

The House bill contains no comparable provision. 
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(14) Options trading (Sec. 30~) 
The II ouse bill continues the ban now contained in section 4c of 

the Act on trading in options (privileges, indemnities, bids, offers, 
puts, calls, advanced guaranties, and decline guaranties) in the now­
regulated commodities, but permits trading in options in all other 
commodities if not done contrary to any rule, regulation, or order of 
the Commission prohibiting any such transaction or allowing any 
such transaction under such terms and conditions as the Commission 
may prescribe. The Commission could promulgate such an order, rule, 
or regulation only after notice and opportunity for hearing. The 
Commission may set different terms and conditions for different 
markets. 

The Committee amendment retains the House provision, but pro­
vides that the Commission is to prescribe the regulations governing 

'options trading within one year after the effective date of the bill. 
(15) Arbitrage (Sec. 303) 

The II ouse bill authorizes the Commission, in fixing trading and 
position· limits, to exempt "arbitrage" transactions, and defines the 
word "arbitrage" as meaning the same as a "spread" or "straddle'\ 

The Committee amendment retltins such exemption but limits the 
definition to arbitrage in domestic markets arid authorizes the Commis­
sion to define "international arbitrage". 

(16) Hedging (Sec. 304) 
The House bill deJetes the definition of "bona fide hedging transac­

tions or positions" now contained in the Act and allows the Commis­
sion to d~fine that term "by order consistent with the purposes of this 
Act." . 

However, until the Commission issues regulations defining what 
constitutes bona fide hedging transactions and positions under the 
Act and such regulations are in full force and effect, such terms will 
continue to be defined as set forth in the Act prior to its amendment 
by the bill. 

· The Committee amendment allows the Commission to define heda­
ing, as would the House bill, but' requires that the Commission allo~ 
the l~edgin~ .of "contract" bushels of seed and extend anticipatory 
hedgmg privileges to persons such .a~ bakers who use products (for 
~xample, flour) of traded commodities rather than the commodity 
~~ . 

Under the Committee amendment, the new definitions must be issued 
by the Commission within 90 days after the effective date of the bill. 
(17) Market reporting (Sec. 314) 

The Committee amendment authorizes the Commission to conduct 
re~~llar investigations of the markets. for commodit.ies which are the 
subJect of futures contracts, and furmsh reports of Its findin!!S to the 
public on a regular basis. · "" 

The II ouse bill contains no comparable provision., 
(18) Daily trading reports (Sec. 315) 

The Co_mmitte~ aniendme_nt requires that ev~ry clearinghouse pre­
pare a .dS:Ily tradmg rep<?rt. m the forfi?. and manner prescribed by the 
CommissiOn. The CommissiOn could disclose daily trading reports, or 
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-information from the reports, if disclosure furthers the regulations 
of futures trading. 

The ll ouse bill conta,ins no com parable provision. 

(19) Investor protection (Sec. 316) 
The Committee amendment makes it unlawful for a futures com­

mission merchant to accept a futures contract order from any person. 
or for a commodity trading advisor to advise any person to buy or sell 
a futures contract, without first obtaining a statement from such per­
son that he understands the risks involved. 

The ll ouse bill contains no comparable provision. 

(20) Research and information programs (Sec. 317) 
The Committee amendment requires the Commission to establish 

research and information programs to investigate the feasibility of 
trading by computer and the expanded nse of modern informatio:r1 
system technology. 

The ll ouse bill contains no comparable provision. 

(21) Forward contracting insurance (Sec. 318) 
The Committee amendment requires the Commission to encourage 

and assist private insurers in providing insurance to protect the parties 
to any forward contract from losses resulting from breaches of the 
contract. 

The House bill contains no comparable provision. 

(22) Futuns association (Sec. 319) 
The Committee amendment requires the Commission to investigate 

the need for legislation providing for the registration of futures as­
sociations. The Commission is to report its findings to Congress "'ithin 
two years. 

The Committee amendment strikes Title III of the Hmwe bill which 
provided enabling authority for persons registered under the Act and 
in the commodity trading business to establish voluntary fut11.res as­
sociations for regulating the practices of the members. 

(23) Commodity futures account insurance (Sec. 320) 
The Committee amendment requires the Commission to investigate 

and report to Congress, not later than June 30, 1976, on the ncedfor 
legislation providing insurance against losses caused by the financial 
failure of futures commission merchants. 

The H o·use bill contains no comparable provision. 

(24) Effective date (Sec. 321) 
Both the House bill and the Committee amendment provide that 

the bill is effective 180 days after enactment. Activities necessary to 
implement the changes made by the bill may, however, be carried out 
after. the date of enactment and before the effective date. 

The Committee amendment provides, in addition to the items speci­
fied in the House bill, that activities to be carried out after the date 
of enactment and before the effective date shall include the necessary 
steps to regulate futures trading in silver immediately on the effective 
date of the bill. 
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BACKGROuND 

Futures trading is a basic adjunct of the marketing of agricultural 
and other commodities, and a source of speculati\·e activities by a grow­
ino- number of American investors. Its economic purpose, its peculiar 
ne~ds, and effect upon the cash pricing system of those commodities 
which are traded as futures are often misunderstood by those both 
within and without industry. Often equally misunderstood is the role 
of governmental regulation of the industry. 

I. 

The commodity exchanges are old institutions. The present day ex­
changes, where futures are traded, trace their lineage to medieval 
trade fairs that sprang into existence in the Twelfth, Century on the 
Continent. At these fairs, trading was first formalized into the prac­
tices of pre-announced markets at fixed time and places, with subse­
quent specialization. Early trading fairs had immediate delivery of 
the commodity traded, but gradually the practice of contracting for 
merchandise for subsequent delivery with standards of quality estab­
lished by samples, gained favor. The practices of such trading were 
subsequently codified into the Law Merchant. 

Following the example of the Continent, producers and merchants 
in America formed the first centralized commodity markets in the 
late 1700's, for trade in eggs, butter, vegetables and grain. By and 
large, the commodity exchanges in the United States were largely cash 
markets for "spot" delivery. 

As farmers brought grain and livestock to regional markets at es­
sentially the same time each year, they often found that the supply of 
meats and grain far exceeded the immediate, short-term needs of pack­
ers and millers. These processors in turn, seeing more than adequate 
supplies at particular times, would bid at the lowest possible price. 
Often, the short-term demand could not absorb the glut of commodi­
ties at any price, and goods were dumped in the street for lack of buy~ 
ers. The problem was often aggravated by lack of adequate storage 
facilities and road and water transportation. Through much of the 
year, snow and rain made the dirt roads from country farmlands to 
the city impassable, an~ once the commodities reached the exchange 
area, there was a contmual problem of inadequate storage. Stand­
ards of quality and weight were often nonexistent and complicated 
a marketing system that also was victim of inadequate and under­
developed harbor facilities. 

Y e~ several m~mths after the fall harvest and marketing of grain 
and livestock, prices would soar and people often went hungry. Busi­
nesses faced bankruptcy through lack of raw materials and inability 
to meet financing of their businesses. The rural population was unable 
to pay for needed manufactured products from the city-tools, build­
ing materials and textiles. 

(11) 
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This situation led to the emergence in the United States of forward 
contracting, :following its development in England .. Forward contract­
ing solved the basic problems of availability and demand, but did 
nothing to control the financial risk of loss that could occur with 
rapidly changing prices resulting :from crop failures, losses of ships, 
inadequate storage and transp01tation, and the recurring economic 
panics of 19th Century America. 

II. 

The system of agricultural futures trading developed in the United 
States in the 1850-1900 period in response to the rapidly increasing 
economic need for centralized pricing and large-scale risk bearing in 
agricultural marketing. 

It came about first at Chicago in the main stream of surplus grain 
marketing, and then at New York in the distribution and export of 
cotton. From the 1870's onward the futures markets at these and other 
centers, by attracting many traders and increasing competition, began 
to provide the "common language of price" and the standard commer­
cial practices needed for the greatly increased commerce in grains and 
cotton. . 

The large trade in futures provided a competitive system of. almost 
c.ontinuous information for price basing and guidance in marketing 
and distribution. Beginning in the early period, prices from futures 
trading did more than disseminate a central-market price for immedi­
ate needs, such as a large cash market can provide. Futures trading 
projects demand and price .into the future, and provides a means of 
appraising supply-and-demand conditions, and dealing with price 
risks, over time and distance. Trading in futures provides not only the 
market of today, but of months ahead, ~tnd affords guidance to buyers 
and sellers of agricultural commodities in planning ahead, and in 
financing and marketing commodities from one season to another. 

The emerging futures trading system of the 1870's and 1880's also 
began to provide protection for the increased capital needed for large­
scale-marketing of grains and cotton. More precisely, by adapting to 
large-scale marketing needs the principle of the hedging transaction­
sales or purchases in futures against inventories or commitments in 
the cash commodity-price risks were so reduced or offset as to enable 
many merchants with limited capital to handle larger commodity re­
quirements. Equally important, the competitive effect of many specu­
lative buyers and sellers in the market, and the effect of hedging in 
maintaimng effective competition among commodity handlers, began 
to reduce gradually the merchandising price margins involved in mov-
ing large quantities of grains and cotton. . 

Little, if any, of this was apparent to farmers in the early period 
when the frequent picture of commodity exchanges was one of un­
bridled speculation, recurrent market manipulations, and spectacular 
price fluctuations. Indeed, it was a serious question with many whether 
the economic services of the system in the .1870's and 1880's were not 
outweighed by the speculative excesses and abuses of the system. In 
this period and later, big speculators and market "plungers" openly 
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paraded their power over prices, and farm prices, often low, were fur­
ther depressed by spectacular price manipulations and the collapse of 
recurrent market corners. 

III. 

The irresponsible trading and lack of effective market regulation in 
the early period stirred farm resentment and opposition to futures 
trading which still exist to a limited extent. From the abuses of futures 
trading in the early period stemmed the repeated efforts of various 
State legislatures, from the late 1860's onward, to abolish futures 
trading. In 1844, the first bill to prohibit futures trading was intro­
duced in the Federal Congress-followed by a long succession of simi­
lar bills over the next 50 years. Matters came to a crisis in 1892-9!3 
'vhen both the House and Senate of the Congress actually passed bills 
levying a prohibitive tax on futures contracts in grain, cotton and 
certain other.commodities. This legislation failed only narrowly when 
two-thirds approval was needed on a House motion to suspend its 
rules to clear'the way for acceptance of minor changes in the Senate 
bill. 

In the period from 1895 to 1920, the agitation to abolish futures 
trading gradually gave way to efforts directed toward regulation. 
This change was associated with the rising trend of farm prices in 
the United States and generally improved farm conditions in the 1895-
1920 period. 1'he growth during this period of effective :farmers' orga­
nizations and cooperative marketing associations, and work by the 
U.S. Department of Agriculture for better grading methods, and 
more uniform standards in grain and cotton, began to lay the ground­
work for more stable and dependable pricing in the :futures markets. 

The demands :for Federal regulation: of futures were insistent, how­
ever, and although quieted temporarily by the restrictions on futures 
trading imposed by 'Vorld 'Var I, were sharply reawakened in 1920-
21 by speculative excesses on the grain exchanges during the post-war 
period o:f 'falling prices and :farm depression. This resulted in the 
Futures Trading Act o:f 1921 which was based on the taxing power 
under the Federal Constitution. On this basis, the regulatory legisla­
tion was declared unconstitutional by the Supreme Court, but was 
reintroduced in 1922 as the Grain Futures Act, based on the interstate 
commerce clause of t~e Constitution, and on this basis was declared 
constitutionaL 

IV. 

The Grain Futures Act of 1922 was designed mainly to enable the 
Government to deal with the exchanges themselves, rather than with 
individual traders. To conduct :futures trading lawfully, the grain ex­
changes were required to be federally licensed or "designated" as 
"contract markets." A condition of such designation was that the ex­
changes them~elves .would tak~ major responsibility f?r the prevention 
of price mampulatwn by their members. I:f they :failed to do so, the 
only recourse was the suspension or revocation of their designations, 
and this was scarcely advisable. Although the legislation did pro­
vide for legal action by the Government against price manipulation, 
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some of the le~.ral actions undertaken against alleged manivulators 
proved ineffectual -because of limitations and loopholes in the early 
law. The Act of 1922 did, however. provide the means for effective and 
rontinuous fact-finding and investigations by the U.S. Department of 
Agriculture ·which pointed to the sources and patterns of excessive 
speculation and price manipulation, and clearly showed that the 
limited regulatory powers authorized were inadequate in dealing with 
these and other market abuses. Beginning in 1927, the Departm·ent 
be.gan submitting recommendations to Congress for additional legis­
lation, and these eventually resulted, aftpr extensive conq:ressional 
he.arings in the 1934-36 period, in the amended legislation of the latter 
year. 

Under these amendments of 1936, the leaislation was renamed the. 
Commodity Exchange Art and the reg-ulatory coverage was extended 
to rotton and other specified commodities :1s well as q:rains. Broad 
additional authoritv was granted to deal with market abuses by trad­
ers ge.nerally as well as exchange members. to prosecute price manipu­
lation as a criminal offense, to curb excessive speculation by the laqre 
mr~rket operator. and to extend regulation to the previously uncovered 
fielrl of commodity brokerage in order to suppress cheating, fraud, 
and fictitions transactions in futures which were seriously impairing 
the services of the market. 

Between 1936 ~md 1968, there were several minor amendments to 
the Commoditv Exchanq:e Act. includinP: amendments bringing addi­
tional commodities under regulation. In 1968, the Congress made 
several significant changes in the Act. It required that futures rom­
mission merchants meet specified minimum financial standards, in­
rreased the penalties for certain law violations such as manipulation 
and embezzlement, authorized the issuance of ceasecand-desist orders, 
required contract markets to enforce their trading rules and contract 
terms, and brought under regulation livestock livestock products, and 
frozen roncentrated orange juice. The Act has not been amended 
since 1968. 

v. 
The present Commodity Exchange Act is predicated upon findings 

and conclusions of the Congress that (1) transactions in commodity 
futures are carried on in large volume by the public, as well as by 
persons engaged in the business of buying and selling agriculhmtl 
commodities in interstate commerce, and (2) such transactions and 
prices are susceptible to speculation, manipulation and control, and 
sudden and unreasonable price fluctuations, and such fluctuations are 
a burden upon interstate commerce and make regulation essential in 
the public interest. A fundamental purpose of the Commodity Ex­
change Act is to insure fair practice and honest dealing on the com­
modity exchanges and to provide a measure of control over those forms 
of speculative activity which too often demoralize the markets to the 
injury of producers and consumers and the exchanges themselves. 

'Futures trading involves purchases and sales of contracts for deliv­
ery at some future date of certain quantities of specified commodities 
at fixed prices. In effect, the Commodity Exchange Act has required 
that futures trading in regulated commodities be conducted at a com 
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modity exchange designated as a "contract market" by the Secre­
tary of Agriculture. Future trades (transactions) are made by or 
through a member of such a commodity exchange. A separate futures 
market is established for each regulated commodity traded on a con­
tract market. The contract markets have the authority, with certain 
limitations, to admit members and select officers; discipline offenders 
and expel members; determine delivery months and contract terms: 
fix price fluctuation limits (the amount of permissible price change 
during a trading day) ; and establish margin requirements, brokerage 
fees, and commissions. 

In order to qualify for designation as a contract market, a com­
modity exchange must meet certain conditions and requirements, 
including those covering the (1) maintenance of certain records and 
the preparation of reports on futures transactions, (2) prevention of 
dissemination of false, misleading, or inaccurate commodity informa­
tion, (3) prevention of manipulation and other abusive trading prac­
tices, and ( 4) inspection o£ records by the Department of Agriculture 
and the Department of Justice. 



TnE MEcHANics OF Fun;RES TRADING 

pJ,ACI:NG ORDERS 

The customer contacts a solicitor or account executive who in turn 
transmits the order, either directly or throug-h a central office, to the 
exchange trading floor. The order is received on the trading floor by 
the firm's phone man. After recording and time-stamping the order, 
he gives it to a runner who carries the order to a floor broker in the 
designated trading area for that commodity. These trading areas 
are called pits or rings and each delivery month of a commodity is 
generally traded in a certain area of. the pit or ring. $orne firms no 
longer telephone orders to the floor. Instead, the orders are fed 
through a computerized system that transmits them to the floor via 
teletype. 

EXECUTION OF TRADES 

The actual trading of futures contracts takes place in the noisy, 
boisterous setting of an auction-type market. The Commodity Ex­
change Act requires that all futures transactions in regulated com­
modities be. executed on a commodity exchange designated by the 
Secretary o:f Agriculture as a "contract market." Both the Commodity 
Exchange Act and the rules and regulations of the commodity ex­
changes require that futures transactions be executed openly in a com­
petitive manner. Section 1.38 of the regulations under the Commodity 
Exchange Act reads as follows : 

All purchases and sales of any commodity for future delivery 
on or subject to the rules of a contract market shall be executed 
openly and competitively by open outcry or posting of bids and 
offers or by other equally open and competitive methods, in the 
trading pit or ring or similar place provided by the contract 
market, during the regular hours prescribed by the contract 
market for the trading in such commodity. 

Certain carefully prescribed exceptions to competitive trading are 
allowed, but they do not numfy the general requirement of open and 
competitive trading. 

The purpose of this requirement is to ensure that a1l trades arc 
executed at competitive prices and that all trades are focused into 
the centralized marketplace to participate in the competitive deter­
mination of the price of futures contracts. This system also provides 
ready access to the market for all orders and results in a continuous 
flow of price information to the public. 

The rules requiring competitive trading also require that all trades 
be executed in the area and during the hours designated by the con­
tract market. Other exchanges can trade virtually identical contracts 
for the same commodity, provided they meet the requirements of a 
contract market as specified by the Commodity Exchange Act and 
are so designated by the Secretary of Agriculture. 

(16) 
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CJ,E.\RING TRADES 

After a trade has been executed, the confinnation of the trade 
retraces the path of the initial order within a few minutes. Final con­
firmation, however, cannot be made until the trade goes through the 
clearinghouse. In the clearinghouse, both sides of the trade must be 
matched, and any differences between the buyer and seller must be 
referred to the clearing firms involved for reconciliation. 

A brief description of the clearing procedure for futures trading 
points out one of the major distinctions between futures and securities 
trading. Unlike securities, there is no certificate or document ex­
changed in a futures transaction. The futures contract is embodied in 
the rules and regulations of the contract market. 

The clearing:house (or clearing association) performs the functions· 
of matching all buys and sells which are executed each day and of as­
suring the financial integrity of all futures transactions. As trades are 
matched and confirmed at the end of each trading session, the clearing­
hcuse takes the opposite side of every transaction. It becomes the seller 
of all "buys" and the buyer of all "sells." Thus, when a trader estab­
lishes a position in the market, he does so with the clearinghouse, and 
when he offsets his position he offsets it with the clearinghouse. The 
clearinghouse assumes the legal responsibility for the opposite side of 
every transaction·made on the contract market. 

The clearinghouse requires that its members depoSit margins to 
secure their finn's futures transactions. The clearing members, in 
turn, recjliire margins from their customers. n the market moves 
~g~inst _the open con~~acts of a cl~ari:t_1g firm, th_at firm's initial margin 
Is Impaired and additional margm will be reqmred. 

Daily payments or receipts also occur between the clearinghouse and 
its members to account for daily price changes. The clearinghouse 
maintains the open accounts of member firms at the current markPt 
prices. At the end of each day, these accounts are adjusted to the day's 
settlement price for each contract. Firms with net gains receive pay­
ment from the clearinghouse, while finns with net losses make pay­
ments to the clearinghouse. These receipts and payments of the clear­
inghouse. exactlY. offset one anothe~, with the clearinghouse merely 
transferrmg eqmty from losers to wmners. 

DELIVERIES 

Deliveries on futures contracts are also made through the clearing­
house. A seller wishing to make delivery on a futures contract during 
the delivery month files a delivery notice with the clearinghouse on the 
day prior to the intended delivery. The clearinghouse then assigns· the 
notice to the clearing member having the oldest long position in that 
particular future. At this point, the clearinghouse has completed its 
role, and the delivery must be consumm,ated between the buyer and 
seller in accordance with exchange rules. · 



NEED FOR BETI'ER AND ExTENDED REGULATION 

I. 

Since the 1968 amendments to the Commodity Exchange Act, there 
has been a major shift to a market-oriented economy. As a result, 
futures markets are playing an increasingly important role in the 
p1 icing and marketing of the Nation's commodities. The growing 
importance of futures markets is reflected in a record volume of trad­
ing, substantial increases in open contracts, sharp rises in the prices 
of many commodities, the increased volatility of prices, and the num­
ber and complexity of price-makin12: forces in the markets. 

In former years when the Federal Government had large stockpiles 
of the major commodities, the Government stocks had a stabilizing 
effect upon price, There was little fear of sharp increases in prices, 
for when such increases. began, Government stocks. were freed, thus 
reversing or limiting the price movement. As long as this was true, 
there was less need for hedging in the futures markets. A merchandiser 
or processor could make forward fixed-price sales commitments with­
out too much fear of a sharp rise in prices before he obtained the com­
modities to fulfill his commitments. This is no longer true. Thus, 
merchandisers and processors, in order to protect themselves against 
substantial price rises, are making greater use of the futures markets 
fo!· hedging purposes. Producers likewise, who are anxious to obtain 
the maximum price for their commodities, are hedging in the futures 
market whenever it appears to them that the futures pnce is favorable. 
Btmks are increasingly reluctant to provide loans to producers, mer­
cbnndisers and processors on unhedged production or inventories. 

The shift to market-oriented economy has brought the general pub­
lic into the futures markets in growing numbers. Speculators are 
attracted to the futures markets by the wide price swings and the 
possibility of large profits. Such an increase in trading by the specu­
latiYe public, while useful to hedgers, brings with it potential market 
problems. If individual speculators or groups operating in concert 
obtain control of the fntnres markets, price manipulation, corners 
and squeezes can occur, with adverse effects on producers and con­
sumers alike. 

In recent years, the consumer has become increasingly aware that 
futures markets have a direct effect on such matters as his grocery bill 
and the cost of his home. Properly operating futures markets help to 
hold down consumer prices by reducing middleman costs. However, 
improperly operating futures markets can have the opposite result. 
In order to assure that futures markets operate properly and that the 
prices consumers pay are not artificially high, careful and efficient 
supervision of the markets is essential. 

(18) 



19 

II. 

·while the futures markets in a number of agricultural commodi­
ties have been regulated in varying degrees since 1922, many large and 
important futures markets are completely unregulated by the Fed_e~al 
Government. These include such agricultural and forest commochtles 
as coffee, sugar, cocoa, lumber, and plywood, plus various metals, in­
cluding the highly sensitive silver market and rilarkets in a number 
of foreign currencies. A person trading in one of the currently un­
regulated futures markets shou1d receive the same protection afforded 
to those trading in the regulated markets. Whether a commodity is 
grown or mined, or whether it is produced in the United States or 
outside, makes little difference to those in this rountry who buy, sell, 
and process the commodity, or to the U.S. consumers whose prices are 
affected by the futures market in that commodity. There are indica­
tions that futures markets will be further expanded to cover additional 
goods and services. Discussions are already underway concerning 
futures markets in such things as home mortgages and ocean freight. 

It is :tpparent that a regulatory agency cannot be expected to over­
see the rapidly expanding and complex futures markets without addi­
tional tools with which to do the job and proper organization and 
funding. In addition to providing the tools that the regulatory body 
would need in preventing violations and disciplining violators directly, 
its role in supervising exchanges must be substantially expanded. Un­
questionably, exchanges are going to have to perform their regulatory 
role better in order to provide a viable market in which the public 
<'an have confidence. The Federal regulatory agency must be given the 
authority to require that exchanges do so. 

The value of futures trading has reached $500 billion annually, sub­
stantially exceeding the value of securities trading on the various stock 
exrhanges in this country. The importanre of futures trading to the 
general public and to the Nation equals the importance of the securities 
markets. It is, therefore, time to establish a regulatory authority in the 
rommodity field similar to the Securities and Exchange Commission 

_and to give that authority a strong law which will enable it to regulate 
~)oth agricultural and nonagricultural goods and services in the public 
mterest. 

III. 

The append[ces to this report contain information showing (1) the 
siz~ of the con1modity futures business in 1973, (2) the commodities 
whiCh are presently regulated under the Commoditv Exchange Act, 
(3) the commodities currently being traded whirh are not regulated 
under the Commodity Exrhange Act, ( 4) the rommodity futures con­
tracts traded during the period 1969-73, ( 5) the names and addresses 
of the commodity exchanges, ( 6) speculative limits on positions and 
daily trading, (7) the quantities of commodities requiring that traders 
file reports with the Commodity Exchange Authority, (8) examples 
of typical exchange limits on daily price flurtuations, and (9) a o-los-
sary of terms used in commodity futures trading. '=' 

Appendix X contains a summary of the provisi6ns of the present 
Commodity Exchange Act. 



CoMMITTEE· CoNSIDERATION 

The Committee on AgricultU:re and Forestry began hearings on 
H.R. 13113 and the three Senate bills, S. 2485, S. 2578, and S. 2837, on 
May 3. It conducted 8 days of hearings, which were completed on 
May 22. During the course of these hearings, the Committee heard 
from 58 witnesses and received written statements from 18 other 
parties. The Committee staff summarized each statement and sent a 
copy of the statement and a summary to each member of the 
Committee. . 

On August 7, the-Committee began its executive mark-up of the fu­
ture!> trading legislation pending before it and completed the markcup 
on August 8. In its mark-up, the Committee attempted to consider the 
views of all parties who had testified or submitted statemen,ts to the 
Committee. The Committee utilized a print whkh provided a brief 
summary of how the various witnesses stood on the main issues in­
volved in the regulation of commodity futures trading. It also con­
sidered . the differences betwl'len . (he· provisions of. the various Senate 
bills and the House bills, as well as all amendments which had been 
submitted by interested parties. . · 

The Committee proceeded gingerly and with caution in its efforts 
to rewrite the legislation regulating such an important industry as 
commodity futures trading. It noted that the total volume of trading 
in futures in 1973 was over $500 billion. Moreover, it recognized that 
the futures market is a very import'ant part of our economy, provid­
ing an indispensable tool for agricultural producers, manufacturers, 
exporters, and consumers. In view of the current plight of the Amer­
ican economy, the Committee did not want to take any precipitous 
action which would be detrimental to the trading of commodity futures 
or do anything that would tend to damage viable futures contracts. 

Moreover, the Committee felt that by relying on the broad range of 
testimony it received from the U.S. Department of Agriculture, the 
General Accounting Office, ·the various commodity exchanges, the 
user groups, farm organizations, consumer organizations, and law 
professors; it could avoid any unnecessary pitfalls and develop a bill 
that would be beneficial both to those who are to be regulated and to 
the users of the market, as well as the American consumer. The Com­
mittee was fortunate to have the benefit of the advice and technical 
assistance of experts in the Department of Agriculture who have been 
regulating commodity futures trading for many years, particularly 
the very able assistance of Alex C. Caldwell, the Administrator of the 
Commodity Exchange Authority in the Department of Agriculture. 
Nature of the Commission (Sec. 101) 

One of the most basic issues that had to be resolved by the Commit­
tee was the nat\lre of the Commission-whether the, Commission 
should be a full-time independent Commission similar in structure 

(20) 
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and ·status to the Securities and E:xchange Commission or whether it 
should be a quasi-independent, part-time Commission as provided 
for in the House bill. The Committee received a great deal of testi­
monv on this issue during the hearings and Committee members asked 
many of the witnesses very direct ques~ions on this point. The over­
whelming weight of the testimony was in. favor of the full-time, inde­
pendent Commission, particularly when the Committee members asked 
the witnesses who testified for their own personal views. In some 
cases, the ·organization for which the witness was testifying had no 
position on this point, but the witness' own personal view was that 
the Commission should be full-time and independent. Although some 
'vitnesses did want the Commission to retain some ties to the De­
partment of Agriculture and a few questioned the need for a full-time 
commission, onlv the USDA witness strongly opposed a full-time 
Commission. ~ 

The Committee felt that the weight of the testimony was correct 
on this issue. Some members felt that there was an inherent conflict 
between the role and mission· of the Department of Agriculture and 
the regulation of commodity futures trading. Since the enactment of 
the Agricultural Adjustment Act of 1933, as a result of the great 
depression, it has been the duty of the Department of Agriculture to 
provide price and income protection for farmers. 

The USDA role in providing price and income protection for 
farmers has grown through the years, and the need for assistance to 
the :S ation's farmers is as great in this day of skyrocketing costs of 
farm production and extreme fluctuations in commodity prices as it 
was in the depression years of the 1930's. 

However, the Committee felt that it is not the function and the 
role of the commodity markets to have an impact one way or the 
other on farm prices. The proper regulatory function of an agency 
which regulates futures trading is to assure that the~ market is free 
of manipulation and other practices which prevent the market from 
being a true reflection of supply and demand. Therefore, the agency 
'vhich regulates futures trading must have a neutral role on commod­
ity prices. The Committee felt this neutral role can best be maintained 
by a completely independent agency. Moreover, while in the past the 
Commodity Exchange Authority of the USDA has been authorized 
to regulate only certain agricultural commodities that are produced 
in the United States, the Committee felt that agricultural products 
not producf'd in this country and commodities such as silver and cop­
per, which have no rf'lntion to agriculture, could not be effectively 
regulated within the Department of Agriculture or an agency domi-
nated by the Department of Agriculture. · 

The. Committee noted that the estimated value of commodities 
traded in 1973 was over $520 billion, over twice the volume of trad­
ing in all securiti(',s in the United States. It felt that the impor­
tance of futures trading to the economy of this country warranted a 
full-time, independent commission. Because this Commission would 
have to regulate futures trading in a wide diversity of commodities 
ranging from precious metals to agriculturalcommodities, and ~ause 
the Commission would need to bring under regulation those ex­
changes which are now non-regulated; the Committee felt that effective 
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regulation could not be accomplished by Commissioners working ort a 
part-time basis. · 

Moreover, members of the Committee expressed some dissatisfaction 
with agencies which' are dominated and run by staff members who 
are not appointed by the President and subject to Senate confirma­
tion. They felt that such a regulatory agency is often unresponsive to 
either Congress or to the needs of the people. It noted that in all prob­
abilit:y ~ part-tiine commission would really be a staff-dominated 
comm1sswn. 

In the Committee hearings, as well as the informal sessions that 
members had with both the commodity exchanges and the usc>rs of 
these exchanges, there was great concern I?Xpressed about the type of 
persons who would serve on the Commission. M;any segments of the 
industry, particularly those who are now non-regulated, expressed 
strong concern that the Commission include members with expertise 
in the so-called "world commodities." 

The Committee itself was quite concerned about the type of indi­
vidual who would serve on the Commission. The Committee felt that it 
would be impossible to get the best qualified and most knowledgeable 
individuals to serve on the Commission on a part-time basis, for most 
of these individuals would have a conflict of interests. It felt that peo­
ple who use the market to hedge, or people who speculate in the mar­
ket, or other knowledgeable individuals who are involved in the 
market in one way or another, would be reluctant to give up all 
involvement in the market for a part-time job. 

By establishing a full-time prestigious commission, the Committee> 
felt that it would induce the best and most knowledgeable people to 
serve. 

The Committee does not want a commission that is dominated bv 
rrny particular interest group. It wants a commission that has broad 
knowledge of all aspects of the industry to be regulated, as well as a 
commission that is responsive to the needs of farmers and the needs 
of consumers. Therefore, the Committee adopted an amendment which 
requires the President, in making appointments, to seek to establish 
a balanced commission that would include, but not be limited to, per­
sons of demonstrated knowledge in futures trading and its regulation 
and persons of demonstrated knowledge in the production, merchandis­
ing, processing or distribution of commodities or other goods and serv­
ices. The Committee wishes to emphasize that the Commissioners are 
to have a broad range of knowledge. 

Relationship of the Commission to antitrust laws (Sec. 107) 
During the hearings, the Committee received testimony from the 

Department of .Justice regarding the relationship of the new Com­
modity Futures Trading Commission to the antitrust laws. The De­
partment of ,Justice did not like the language of the House bill which 
merely required the Commission to take into consideration the public 
interest to be protected by the antitrust laws as well as the policic>s 
and purposes of the Act. The Department of .Justice objected to this 
language stating, "1Ye believe, howevPr, that the language of Section 
106 is not suffici!mtly precise to guard against anticompetitive agency 
action. A requirement merely to 'take into consideration' antitrust 

• 
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policy might result in agency imposition or approval of an anticom­
petitive rule which was not necessary to achieve a valid regulatory ob­
jective.~' The Department of ,Justice sugg€Sted in lieu of this language 
a requirement that the Commission insure that its action represent the 
least anticoml?etitive means of a{)hieving the objectives of the Act. 

The Committee did not want to encourage excessive litigation to 
test the decisions of the Commission to determine whether they rep­
resented the least anticompetitive means oi achieving the objectives 
of the Act. It did not want to make the antitrust laws more restrictive 
in the commodities industry than they are in the securitit>s industry. 

However, the Committee did not want to exempt the futures indus­
try from the antitrust laws and it did not wish to encourage the Com­
modity Futures Trading Commission to restrict competition and ig­
nore the public policies protected by the antitrust laws. Therefore, the 
Committee amendment would retain the requirement in the House bill 
that the Commissim1 take into consideration the public interest to be 
protected by the antitrust laws and it would go one step further by 
requiring that the Commission endeavor to take the least anticompetl­
tive means of achieving the objectives of the Act. 
Exclusive jurisdiction O'cer futwres tmding (Sec. 1601) 

"\Vhile the Committee did wish the jurisdiction of the Commodity 
Futures Trading Commission to be exclusive with regard to the 
trading of futures on organized contract maz·kets, it did not wish to 
infringe on the jurisdiction of the Securities ~nd Exchange Commis­
sion or other government agencies. Therefore, the Committee adopted 
clarifying amendments to the House bill. The Committee wished to 
make clear that where the jurisdiction of the Commodity Futures 
Trading Commission is applicable, it supersedes State as well as Fed­
eral agencies. The Commitee also wished to make clear that nothing 
in the Act should be construed as superseding or limiting jurisdiction 
of Federal and State courts. 

Also, the Committee included an amendment to clarify that the 
provisions of the bill are not applicable to trading in foreign curren­
eies and certain enumerated financial instruments unless such trading 
is conducted on a formally organized futures exchange. A great deal 
of the trading in foreign currency in the United States is carried out 
through an informal network of banks and tellers. The Committee 
believes that this market is more properly supervised by the bank 
regulatory agencies and that, therefore, regulation under this legisla­
tion is unnecessary. 

Likewise, the Committee believes that regulation by the Commission 
of transactions in the specified financial instruments (i.e., security 
warrants, security rights, resales of installment loan contracts, re­
purchase options, government securities, mortgages and mortgage pur­
chase commitments), which generally are between banks and other 
sophisticated institutional participants, is unnecessary, unless executed 
on a formally organized futures exchange. 
Exemption of 1JJOrld commoditie8 (Sec. 1601) 

During the hearings, the Committee received testimony regarding 
the exemption :from regulation of the so-called "world commodities''. 
The overwhelming weight of the testimony favored the regulation of 
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all commodities, goods, and services. The only witnesses who.favo:red 
exempting the "world commodities" were the nonregulated exchanges 
themselves. Moreover, the Committee did not feel it could justify im.., 
posing stricter regulation on the commodities which are now regulated 
while exempting completely trading in certain other commodities. 
However,· the Committee did recognize that there are some unique 
differenceS that are characteristic o:f the "world commodities". There­
fore, it no~es tha~ the C?mmittee bill provides the Co!l!mission with 
the authority to differentiate between different commodities. The Com­
mission will have ample authority and flexibility to treat different 
commodities differently. The Committee expects that the Commission 
will be composed of broadly knowledgeable people and that these 
Commissioners will have an understanding of the differences in the 
various commodities and treat them accordingly. 

/ Oommodity trading advisor and commodity pool operator (Sec. 202) 
The Committee approved without change the provisions· of the 

House bill :for the regulation o:f commodity trading advisors and com­
modity pool operators. However, the Committee w1shed to make clear 
that many individuals who are engaged in the buying and selling of 
commodities may, in the course o:f their arms-length transactions with 
customers, offer opinions on the value of commodities or commodity 
:futures which are entire!~ gratuitous. Any such incidental expression 
of views does not brin~ either an employee or his employer within the 
definition of "commodity trading advisor." 
Delive1'y points (Sec. 208) 

The Committee accepted the House provision on delivery points 
with an amendment to give contract markets 75 days, instead o.f 60 
days, to make changes in delivery points as deemed necessary by the 
Commission and an amendment to eliminate any requirement that re­
ceipts issued under the United States Warehouse Act be accepted in 
satisfaction of futures contracts where such a requirement is totally 
inappropriate. 

In addition, the Committee wishes to emphasize that farmers' views 
and needs are to be considered in the establishment of delivery points 
for any commodity produced within the United States. If the Com­
mission receives complaints about the delivery points for any com­
modity from farmers or farm organizations, it should investigate to 
see whether the delivery points established for the commodity con­
form with the provisions of the Act. The Commission should give 
farmers an opportunity to be heard fully when the designation of any 
delivery point is in question. · 
Restraining ordmw, injunctions, and 1vrits of vutndamus (See. 211) 

There was a great deal of concern about the provisions of the House 
bill authorizing the Commission to seek injunctions. against. persons 
who are "about to engage" in violations of the Act and against per­
sons who are "in a position to" effectuate a squeeze or corner or other-
wise restrain trading in any commodity for future delivery. . 

The Committee noted that the authority to seek injunctions against 
persons about to violate the law has several precedents in Federal 
statutes. It also noted that this authority had been used very sparingly 
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by the co~r~s. T~e~ cour~s have int~rpreted "Q.bou.t t? eng3:ge" language 
as a uthorizmg' mJunctwns only m narrowly hmited circumstances, 
where an actual violation has occurred or is occurring or in those rare 
instances where, unless enjoined from doing so, a person intends to 
proceed with his plans despite an agency's litigation challenging those 
plans. Therefore, the Committee did not feel that the "about to en-. 
gage" language would be abused and it :felt that this authority in the 
House bill should be retained. . 

On the other hand, the Committee did feel that the "in a position to" 
language in the House bill was unprecedented in Federal statuteEj. The 
Committee did not feel that the Commission should be authorized to 
obtain an injunction against a person merely because he has the ability 
to effectuate a squeeze or corner or to restrain trading, even though he 
might not have the slightest intention of abusing his power. Therefore, 
the Committee eliminated the "in a position to" authority in the House 
bill. . 

Also, the Committee amended the House bill to authorize the Com­
mission to go directly into court without going through the Attorney 
General to seek an injunction. The Committee felt that the Commis­
sion would have adequate legal counsel to obtain any injunction that 
would be necessary and that the requirement that the Commission go 
through the Attorney General would only result in delay, when the 
need for the injunction might be quite urgent. Moreover, the Commit­
tee felt that the Commission's attorneys would likely be more knowl­
edgeable in futures trading than the attorneys in the Department of 
Justice. 
Emergency powers (Sec. ?d15) 

During the Committee's hearings, mud~ comment was re~eiyed about 
tht- emergency powers that could be exercised by the CommissiOn under 
section 215. The Committee felt that the term "emergency" was defined 
too loosely in the House bill and was disturbed by the fact that the 
Commission would be authorized to use extraordinary powers in cases 
other than a "market emergency". Therefore, the Committee amended 
this section to define more narrowly an "emergency" and to allow the 
Commission to use its extraordinary emergency powers only in the case 
of a defined emergency. Under the Committee amendment, the "emer­
gency" itself must, in the Commission's judgment, have a greater 
adverse impact on the market than the action that the Commission 
proposes to take. 

The Committee wishes to emphasize that nothing in the emergency 
powers section, the injunctions section (Sec, 211), or any other provi­
sion of the bill is to be used by the Commission to violate unnecessarily 
the sanctity o:f contract. The Committee :fully realizes that the users 
of the :futures markets will be reluctant to continue to depend on the 
markets i:f they :feel that their contracts will be violated and .abrogated 
by arbitrary governmenta.l action. The Committee intends that the 
emergency powers, the power to seek injunctions, the power to alter 
exchange rnles and bylaws, and the other powers granted to the Com­
mission under this Act are to be used to make the markets work more 
effectively and to make them a more reliable marketplace .. 
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Therefore, the Commis~ion is not to exert its extraordinary emer­
gency powers except when it is clear that .threatened or actual market 
munipulations and corners or other major market di~t_urbances will 
in fact disrupt the markets and adversely affect the legitimate users o£ 
the markets. . . 

Also, the Commission must be particularly careful in dealing with 
commodities trfl;ded on international exchanges, for it should not take 
any "emergency" action that would drive trading out o£ exchanges 
in the United Stares. · 
Options trading (Sec. 3092) 

The Committee retained the provision in the House bill that bans 
trading in options in commodities that are now regulated. It also re­
tains the House provision permitting trading in options in all other 
commodities if hot contrary to the rules, regulations, or orders of the 
Commission. Under the House provision, the Commission would have 
the authority to prohibit trading in options of any kind. 

The Committee amendment requires the Commission to prescribe 
the regulations governing options trading within one year after the 
effective date of the bill. The Committee intends that options not be 
traded except on organized exchanges and in conformity with the 
rules and regulations of the Commission. However, the Commission 
would not have the authority to regulate trading in puts and calls for 
st>curities. Where traded on exchanges, these puts and calls are regu­
lated by the Securities and Exchange Commission. Where traded 
among banks, they are regulated by the bank regulatory agencies. 
Definition of arbitrage (Sec. 303) 

During the hearings, the Committee received some testimony that 
indicated that there was a substantial difference between "international 
arbitrage" and the word "arbitrage" as used in domestic markets. It 
was pointed out that international arbitrage is used to hedge against 
fluctuations in currency and changes in shipping rates. The Committee 
felt that this was a highly technical matter, and that it should not 
attempt to define international arbitrage. Therefore, it authorized the 
Commission to define international arbitrage. 
Hedging (Sec. 304) 

The Committee retained the House provision which authorizes the 
Commission to define "bona fide hedging transactions or positions." 
However, the Committee did amend this section to require the Com­
mission to allow hedging of "contract" bushels of seed and to require 
that the Commission extend anticipatory hedging privileges to per­
sons, such as bakers, who use products of traded commodities rather 
than the commodity itself. . 

The Committee wishes to emphasize that, in giving the Commis­
sion authority to define hedging, it does not intend that hedging be 
defined in such a manner as to deny traditional.legitimate users of the 
futures market an opportunity to continue :tQ hedge. The Committee 
felt that the Commissio~ ~hot~ld have the authoritj~ to define hedging 
because the curren~ defimtwn IS to<_> ~arrow to:perm1t certain business­
mt>n the opportumty to hedge leg1trmately on the market. 



SECTION-BY-SECTION ANALYSIS 

The preamble of the bill provides "That this Act may be cited as 
the 'Commodity Futures Trading Commission Act of 1974'." The bill 
is divided into three titles: 

Title !-Commodity Futures Trading Commission. 
Title II-Regulation of Trading and Exchange Activities. 
Title III-Miscellaneous Provisions. 

TITLE I-COMl\IODITY FUTURES TRADING COMMISSION 

Sections 101 and 10~. Commission; compensation 
Section 101 amends section 2 of the Commodity Exchange Act to 

establish a new Commodity Futures Trading Commission, consisting 
of a Chairman and four other Commissioners appointed by the Presi­
dent, by and with the advice and consent of the Senate. Not more than 
three of the Commissioners could be members of the same political 
party. The Commissioners would be appointed for staggered terms of 
five years each. The Commission would be required to be "balanced" 
and include persons of demonstrated knowledge in futures trading or 
its regulation, and persons of demonstrated knowledge in the produc­
tion, merchandising, processing, or distribution of the goods, articles, 
services, rights, and interests covered by the Act. 

Commissioners and employees would be forbidden to accept employ­
ment or compensation from anyone subject to regulation or to engage 
in transactions of a character subject to regulation. 

The Chairman would be compensated at Executive Level III (cur­
rently $40,000 annually), and the other Commissioners at Executive 
Level IV (currently $38,000 annually). There would be provision for 
payment of Commissioners' expenses, including transportation 
expenses. 

The Commission would have a General Counsel and an Executive 
Director, appointed by the President, by and with the advice and con­
sent of the Senate. They would report directly to the Commission and 
be compensated at Executive Level V (currently $36,000 annually). 

Executive and administrative functions would be vested in the Chair­
man subject to: 

( 1) General policies and decisions of the Commission. 
(2) Commission approval of heads of major administrative 

units. 
(3) An exception for employees in the other Commissioners' 

immediate offices. 
( 4) Reservation of the Commission's functions with respect to 

revising budget estimates and determining allocation of appro­
priated funds according to major programs and purposes. 

(28) 
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The Commission would be -authorized to cooperate with others; to 
employ a staff, including Administrative Law :Judges; to employ ex­
perts and consultants; and to make and enter mto contracts. 

Appropriations would be authorized, of such sums as may be re­
quired for fiscal years up to J nne 30, 1978. 

Sectiom 103 and 104. Transfer of fltnctions 
Section 103 and section 104 provide for transfer to t~w new Com­

mission of the powers pres!'ntly vested under the Commodity Exchange 
Act in the Secretary of Agriculture and the Commodity Exchange 
Commission (the Secretaries of Agriculture and Commerce and the 
Attorney General or their designees), and also personnel, property, 
records, ~nd fund~ €mployed in connection with administration of the 
Commodity Exchange Act. 
Section 105. Annual reports; GAO examinations 

Section 105 requires annual reports by the Commission to Congress, 
and reviews and audits of the Commission by the Comptroller General. 
The Comptroller General could examine any books, documents, papers, 
or records of the Commission. \Vith respect to business transactions 
of any person, trade secret~, and names of customers, the Comptroller 
General would be forbidden to include such information in his reports. 
However, he could provide such information on request by any Com­
mittee of either House of Congress acting within the scope of its 
jurisdiction. 
Section 106~ Reparations procedure 

Section 106 adds a new section to the Act, providing for administra­
tive reparation proceedings before the Commission by any person 
against persons registered as futures commission merchants, floor 
brokers, persons associated with futures commission merchants or 
with agents thereof, commodity trading advisors, or commodity pool 
operators. A complaint could be filed by any person, based on any 
violation of the Act or rules, regulations, or orders thereunder. A 
complaint could be filed up to three years after accrual of the cause 
of action alleged therein. · 

The Commission would be required to send the complaint to the 
respondent who would then be required to satisfy it or answer it, if 
the Commission believed that the facts alleged warranted such action. 

The Commission would be required to Linvestigate the complaint 
if the Commission believed that there appeared to be reasonable 
grounds for such investigation, and would be permitted to have the 
complaint served on the respondent and afford the respondent an 
opportunity for hearing before an Administrative Law Judge. I£ the 
complainant claimed not more than $2,500 ·in damages, proof in sup­
port of the complaint and in support of respondent's answer, could be 
supplied by depositions or verified statements of fact. 

The Commission would be required to determine whether or not 
the respondent had committed any violation of the Act or rules recru­
lations, or orders thereunder. 1£ the Commission determines tl1at"'he 
has committed such a violation, it would be required to determine the 
damages to which the complainant is entitled as a result of the viola-
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tion, and to order the respondent to pay such damages to the 
complainant. 

I£ the respondent admits liability for a portion of the damages 
cJ.aimed, the Commission could order the respondent to pay the un­
·disputed amount and subsequently determine liability for the dis­
puted amount. 
-· If a reparation award is not paid, the person for whose benefit it 
IS made, would have three years to file an action in court. He would 
:have his choice of courts: The United States district court for the 
•d.istrict of his residence or the district where respondent has its prin­
•cipa1 place of business, or any State court having -general jurisdic­
tion 'Of the parties. The court action would proceed in all respects 
lliike ®ther civil snits for damages except that the findings of fact and 
'Orders -of the Commission would be prima facie evidence of the facts 
therein stated and reviewable only for the purposes of determining 
if they are supported by substantial evidence. The petitioner would 
have certain advantages with respect to costs and attorney fees. 

The new section provides for appeal to the United States district 
court by either party adversely affected by entry of a reparation 
order. If there is an administrative hearing, the appeal would be filed 
in the district where that hearing is held. I£ there is no administra­
tive hearing, the appeal would be filed in the district in which the 
:appellee is located. 

Tire proceeding on appeal would likewise proceed like other civil 
suits for damages, except that the findings of fact and orders of the 
'Commission would be prima facie evidence of the facts therein stated 
:and reviewable only for the purposes of determining if they are sup­
-ported by substantial evidence. The appellee would not be liable for 
costs in such court action and if he prevails he would be allowed a 
reasonable attorney's fee, taxed and collected as part of his costs. 

The new section provides that unless the registrant against whom 
a reparation order is issued, paid the award or appealed it, he would 
-be prohibited from trading on contract markets, and his registration 
-wou1d be suspended automatically. 

Complainants not residing in the United States would be required 
oto furnish bond in double the amount claimed, for costs including a 
Teasonable attorney's fee for the respondent if the respondent pre­
vails, and any reparation award on a counterclaim. There is provision 
-for waiver of bond by the Commission if the complainant resides in a 
•Ceuntry which permits filing of complaints by a resident of the United 
'States without bond. Persons appealing from a reparation award 
wou1d also be required to file a bond, in double the amount of any 
1I'eparation awarded against the appellant, for payment of the court's 
judgment, plus interest and costs, including a reasonable attorney's fee 
for the appellee if the appellee prevails. 

The section would become effective one year after enactment, but 
claims arising within nine months before the effective date could be 
heard by the Commission after such one year period. 
;Section 107. Antitrust laws 

Section 107 adds a new section to the Act, requiring the Commis­
!Sion to consider the public interest to be protected by the antitrust laws 
-aS well as the policies and purposes of the Commodity Exchange Act, 
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and endeavor to take the least anti-competitive means of achieving the 
purposes of the Act, ·in issuing any order or adopting any rule or 
regulation, or requiring or approving any bylaw, rule, or regulation 
of a contract market. 

TITLE II-REGULATION OF TRADING AND EXCHANGE ACTIVITIES 

Section 201. What would be regulated; jurisdiction 
The term "commodity" in the present Commodity Exchange Act 

covers certain specified agricultural commodities, in which futures 
trading w'as found by the Congress to be of definite value to the Na­
tion's commercial and agricultural life. The present Commodity Ex­
change Act provides for futures trading in such specified agricultural 
commodities if conducted in accordance with the Act on boards of 
trade designated as contract markets by the Secretary of Agriculture. 

Section 201 of the bill enlarges the definition of "commodity" to 
include all goods and articles, except onions, and "all services, rights, 
and interests in which contracts for future delivery are prPsently or 
in the future dealt in", and provides for the exclusive jurisdiction of 
the Commission over all futures transactions which are executed on 
domestic boards of trade. The Commission will have exclusive jurisdic­
tion over options trading in commodities (but not in securities). 

However, transactions in foreign currency, security warrants and 
rights, resales of installment loan contracts, repurchase options, 
government· securities or mortgages and mortgage purchase commit­
ments would not be subject to the Act unless they involve the sale 
thereof for future delivery conducted on a board of trade. 

Section 201 contains a proviso that "except as hereinabove pro­
vided" nothing contained therein shall supersede or limit the juris­
diction at any time conferred on the Securities and Exchange Com­
mission or other regulatory authorities under the laws of the United 
States or of any State or restrict them from carrying out their duties 
and responsibilities in accordance with snch laws. Likewise nothing in 
section 201 shall supersede or limit the jurisdiction of any Federal or 
State court. 
Section 202. Definitions of the te1'1rU! "rommodity trading ad1•isor" ana 

"commodity pool operator," regulated under other 8ections of the 
bill 

The term "commodity trading advisor" means any person who, for 
compensation or profit, engages in the business of advising others, 
either directly or through publications or writings, as to the value of 
commodities or as to the advisability of trading in any commodity for 
future delivery on or subject to the rnles of any contract market, or 
who, for "compensation or profit, and as part of a regular business, 
issues or promulgates analyses or reports concerning commodities. 
The term would not include any of the following, provided that their 
furnishing of such services is solely incidental to the conduct of their 
business or profession: ( 1) any bank or trust company, ( 2) any news­
paper reporter, newspaper columnist. newspaper editor, lawyer, ac­
countant, or teacher. ( 3) any floor broker or futures commission 
merchant, ( 4) the publisher of any bona fide newspaper. news maPa-
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zine. or business or financial publication of general and regular cir­
culation including their employees, and ( 5) any contract market. . 

The term "commodity pool operator" means any person engag~d m 
a business which is of the nature of an investment trust, syndicate, 
or similar form of enterprise, and who, in connection therewith, 
solicits, accepts, or receives from others funds, securities, or property, 
either directly or through capital c~mtributions, the sale of st<?ck ?r 
other forms of securities, or otherwise, for the purpose of tradmg m 
any commodity for future delivery on or subject to the rules of any 
contract market. 

Section 202 empowers the Commission to 3pecify by rule, regula­
tion, or order, persons not within the intent of the two definitions. 

Section 903. Dual trading by floor brokers and futures commission 
merchants 

Section 203 adds a new section to the Act which requires the Com­
mission to determine, after notice and opportunity for hearing, within 
six months after the effective date of the bill. and subsequently when 
it determines that changes are required, whether a floor broker may 
trade for his own accmmt or any account in which such broker has 
trading discretion, and also execute a customer's order. If the Com­
mission dPtermines that such trades and executions shall be permitted, 
it is required to determine the terms, conditions, and circumstances 
under which such trades and executions shall be conducted. 

The new section likewise requires the Commission to determine, 
after notice and opportunity for hearing, within six months after the 
effective date of the bill, and subsequently when it determines that 
changes are required, whether a futures commission merchant may 
trade for its own account or any pi:oprietary account, as defined by 
the Commission. If the Commission determines that such trades shaH 
be permitted, it is required to determine the terms, conditions, and 
circumstances under which such trades shall be conducted. 

Any such determination, with resp«:>,ct to either floor brokers or 
futures commission merchants, would be required at a minimum to 
take into account the effect upon the liquidity of trading of each 
market. The Commission would be permitted to make separate de­
terminations for different contract markets, and contract markets 
would be permitted to set terms and conditions more restrictive than 
those set by the Commission. 

Section f!O.fr. Registration of associates 
Section 204: adds a new section to the Act requiring registration of 

persons associated with any futures commission merchant (or with 
any agent of a futures commission merchant) as a partner, officer, or 
employee (or any person occupying a similar status or performing 
similar functions), in any capacity which involves" ( i) the solicitation 
or acceptance of customers' orders (other than in a clerical capacitv) 
or (ii) the supervision of any person or persons so engaged." The 
Commission ·would be authorized to require reporting by such persons. 
Such registration would expire two years after the effective date 
thereof, and the Commission would be required to renew it on applica­
tion unless the registrant is under suspension or revocation. 1Vith 
respect to initial registrations, however, the Commission ·would be 
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r·equirf'd to set the effective period, not to be more than 2 years or less 
than 1 year from the effective date thereof. 

Persons registered as futures commission merchants or floor brokers 
would not be required to register as such associates. 

Section 204 amends section 6(b) and section 8a of the Act to pro­
vide that such associates shall be subject to administrative disciplin­
ary proceedings provided for in those sections of the Act. 

Section 1305. Regulation of commodity trading advisors and commod­
ity pool operators 

Section 205 amends the Act by adding four new sections. 
New section 4Z constitutes a finding that the activities of commodity 

trading advisors and commodity pool operators are affected with a 
national public inter·est in that, among other things-

(1) their advice, counsel, publications, writings, analyses, and 
reports are furnished and distributed, and their contracts, solicita­
tions, subscriptions, agreements, and other arrangements with 
clients take place and are negotiated and performed by the use of 
the mails and other means and instrumentalities of interstate 
commerce; 

(2) their advice, counsel, publications, writings, analyses, and 
reports customarily relate to and their operations are directed to­
ward and cause the purchase and sale of commodities for future 
delivery on or subject to the rules of contract markets; and 

( 3) the foregoing transactions occur in such volume as sub­
stantially to affect transactions on contract markets. 

New section 4m requires registration by such persons, but would not 
apply to any commodity trading advisor who, during the course of the 
preceding twelve months, has not furnished commodity trading .advice 
to more than 15 persons and who does not hold himself out generally 
to the public as a commodity trading advisor. 

New section 4n authorizes the Commission to prescribe what in­
formation, and in what form and detail, such persons would have 
to supply in applying for the required registration. The section would 
specify the minimum information to be required as follows: 

(A) the name and form of organization, including capital 
structure, under which the applicant engages or intends to en­
gage in business; the name of the State under the laws of which 
he is organized; the location of his principal business office and 
branch offices if any: the names and addresses of all "partners, 
officers, directors, and persons performing similar functions" or, 
if the applicant be an individual, his name and address; and the 
number of employees; 

(B) the education, the business affiliations for the past ten 
years and the present business affiliations of the applicant and 
of his partners, officers, directors, and persons performing simi~ 
lar functions and of any controlling person thereof; 
' (C) the nature of the business of the applicant, including the 

manner of giving advice and rendering of analyses or reports; 
(D) the nature and scope of the authority of the applicant 

'vith respect to clients' funds and accounts; 
(E) the basis upon which the applicant is compensated. 



34 

Registration would be required to become effective no more than 
30 days after application, unless denied as provided elsewhere in the 
Act. 

New section 4n also provides that registrations of commodity 
trading advisors and commodity pool operators would expire on the 
30th day of ,June of each year, and shall be renewed upon application 
therefor subject to the same requirements as in the case of an original 
application. 

The Commission is authorized to prescribe recordkeeping and re­
porting requirements for such persons, who would be required to keep 
the prescribed books and records for at least three years or longer 
if the Commission so directs. The prescribed books and records would 
be required to be open to inspection by any representative of the Com­
mission or the Department of Justice. On request of the Commission, 
a registered commodity trading advisor or commodity pool operator 
would be required to furnish the name and address of each client, 
subscriber, or participant, and submit samples or copies of all reports, 
letters, circulars, memoranda, publications, writings, or other litera­
ture or advice distributed to clients, subscribers, or participants, or 
prospective clients, subscribers, or participants. 

Futures market positions taken or held by individual principals of 
commodity trading advisors and commodity pool operators would 
be required to be fully and completely disclosed to subscribers, clients, 
or participants, unless otherwise authorized by the Commission by 
rule or regulation. · 

Statements of account would be required to be furnished regularly 
to each participant in the operations of every commodity pool opera­
tor. Such statements would be required to include complete infor­
mation as to the current status of all trading accounts in which the 
participant has an interest. The Commission would be empowered 
to prescribe the form and manner of such statements. 

DPnial, without hearing, of registration as a commodity trading 
advisor or commodity pool operator would be authorized for any 
person who is subject to an outstanding order under the Act denying 
him trading privileges on any contract market, or suspending or re­
Yoking his registration as a commodity trading advisor, commodity 
pool operator, futures commission merchant, or floor broker, or sus­
pending or expelling him from membership on any contract market. 

Denial, revocation, or suspension, after hearing, of registration of 
any commodity trading advisor or commodity pool operator, would 
be authorized if the Commission finds that such denial, revocation, or 
suspension is in the public interest and that-

( A) the operations of such person disrupt or tend to disrupt 
orderly marketing conditions, or cause or tend to cause sudden or 
unreasonable fluctuations or unwarranted changes in the prices 
of commodities ; 

(B) such v.erson (or any partner, officer, director, person per­
forming sim1lar function, or controlling person thereof)-(i) has 
been convicted within ten years of any felony or misdemeanor in­
volving the furchase or sale of any commodity or security, or 
arising out o his conduct as a commodity trading advisor or com­
modity pool operator; or ( ii) is under court injunction from act-
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ing as a commodity trading advisor, commodity pool operator, 
futures commission merchant, or floor broker, or affiliated person 
or employee of any of them, or from engaging in or continuing 
any conduct or practice in connection with such activity or in con­
nection with the purchase or sale of commodities or securities; or 

(C) any partner, officer or director of such person. or any 
person performing a similar function or any controlling per­
son thereof, is subject to a Commission denial of trading 
privileges on any contract market, or a Commission suspension or 
revocation of registration as a commodity trading advisor, com­
modity pool operator, futures commission merchant, or floor 
broke!·, or a Commission suspension or expulsion from member­
ship on any contract market. 

New section 4o forbids registrants as commodity trading advisors 
or as commodity pool operators, by use of the mails or any means or 
instrumentality of interstate commerce, directly or indirectly~ from 
employing any device, scheme, or artifice to defraud any client or 
participant or prospective client or participant, or engaging in any 
transaction, practice, or course of business which operates as a fraud 
or deceit upon any client or participant or prospective client or partic­
ipant. Such registrants would also be forbidden to represent or imply 
that they have been sponsored, recommended, or approved, or that 
their abilities or qualifications have hE>en passed upon, by the United 
States or any agency or officer thereof, but would be permitted tostate 
that they are registered under the Act as a commodity trading advisor 
or commodity pool operator, if such statement is true in fact and if the 
effect of such registration is not misrepresented. . 

Section 205 amends section 6 (b) of the Act, specifically to provide 
that administrative disciplinary proceedings could be instituted and 
administrative disciplinary orders issued, against persons registered 
as commodity trading advisors and commodity pool operators. Section 
6 (b) of the Act now provides for such pro'ceedings and orders for 
manipulation or attempt to manipulate the market price of any com­
modity, in interstate commerce, or for future delivery on or subject to 
the rules of any contract market, or for wilfully making any false 
or misleading statement of a material fact in any registration appli­
cation or any report filed under the Act, or for wilfully omitting to 
state in any such application or report any material fact which is 
required to be stated therein, or for otherwise violating any of the 
provisions of the Act or of the rules, regulations, or orders the.reunder. 

Section 205 amends section Sa of the Act to make it apply to com­
modity trading advisors and commodity pool operators. Section Sa 
of the Act n~w. authorizes the Secretary of Agriculture t? register 
futures commission merchants and floor brokers upon application in 
accordance with rules and regulations and in form and manner to be 
prescribed by the Secretary. Section Sa also now authorizes the Secre­
tary to refuse to register any person-

. (A) if the 'p:ior registration of such person is under suspen­
siOn or revocatiOn; 

(B) if it is found, after opportunity for hearing, that the appli­
cant is unfit to engage in the business for which the application 
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for registration is made, (i) because such applicant, or, if the 
applicant is a partnership, any general partner, or, if the appli­
cant is a corporation, any officer or holder of more than ten per 
centum of the stock, at any time engaged in any practice of the 
character prohibited by the Act or was convicted of a felony in 
any State or Federal court, or was debarred by any agency of the 
United States from contracting with the United States, or the 
applicant wilfully made any material false or misleading state­
ment in his application or wilfully omitted to state any material 
fact in connection with the application, or ( ii) for other good 
cause shown. · · 

Section 8a now fmther provides for suspension or revocation of the 
registration of any person registered under the Act if cause exists 
under (B) above which would warrant a refusal of registration of such 
person. 
Section 1!06. Qualifications of futures commission merchants, floor 

brokers, and their associates 
Section 206 adds a new section 4p to the Act to empower the Com­

mission to specify by rules and regulations ap£ropriate standards with 
respect to training, experience, and other qualifications which the Com­
mission finds necessary or desirable to ensure the fitness of futures 
commission merchantsifloor brokers, and persons associated with them. 
The Commission won d be empowered to prescribe the adoption of 
written proficiency examinations to be given to applicants for regis­
tration as futures commission merchants, floor brokers, and persons 
associated with them, and to establish reasonable fees to be charged to 
such applicants to cover the administration of such examinations. 

The Commission would be empowered further to prescribe that in 
lieu of examinations administered by the Commission, contract mar­
kets may adopt written proficiency examinations to. be given to such 
applieants and charge reasonable fees to such applicants to cover the 
administrntion of such examinations. 

Under a "grandfather" clause, the Commission would be authorized 
to. specify terms and conditions for affording exception to a written 
proficiencY examination to an individual who has previously demon­
strated proficiency and skill, through training·and experience, neces­
sary to protect the interests of customers. 
Section 1207. Additional t'equirement for designation of a board of trade 

as a contract market · 
Section 207 amends section 5 of the Act by adding a new subsection 

specifically requiring that a board o£ trade, before designation as a 
contract market, demonstrate that futures transactions in the com­
modity for which designation is sought, will not be contrary to the 
public interest. 
Section I/J08. Satisfaction, of futures contracts; W'<lrehouse receipts; 

deli'very points 
Section 208 amends section 5a of the Act, which imposes certain 

requirements on each contract market. 
Warehouse receipts '"ould not be required under section 5a(7) to be 

accepted in satisfaction of a futures contract unless the commodity in 
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question may be delivered from a warehouse subject to the United 
StatesWarehouse Act. 

A new subsection (10) is added, specifically requiring each contract 
market to permit the delivery of any commodity, on futures contracts, 
of such grade or grades, at such point or points and at such quality 
and locational price differentials as will tend to prevent or diminish 
price manipulation, market congestion, or the abnormal movement of 
such commodity in interstate commerce. The new subsection also re­
quires the Commission, if after investigation it· finds that the rules 
and regulations adopted by a contract market permitting delivery of 
any commodity on futures contracts do not accomplish the objectives 
of the subsection, to notify the contract market of its finding rind 
afford the contract market an opportunity to make appropriate changes 
in such rules and regulations. · 

If the contract. market within 75 days of such notification fails to 
make the changes which in the opinion of the Commission are neces­
sary to accomplish the objectives of the subsection, then the Com­
mission is empowered to change or supplement .such rules and regu­
lations to achieve such objectives, after granting the contract market 
an opportunity to be heard. 

Any order issued under the subsection ·would not apply to contracts 
of sale for future deliverv in anv months in which contracts are cur­
rently outstanding and open. Tlie new subsection would also provide 
a contract market w~th notice and opportunity to file exceptions to a 
proposed order determining the location and number of an additional 
delivery point or points. 
Section f309. Contract market procedures on customers' claims and 

grie'L•ances 
Section 209 amends section 5a of the Act, by adding a new subsectio11 

( 11) which requires each contract market to provide a fair and equi­
table procedure through arbitration or otherwise for the settlement 
of customers' (but not futures commission merchants' or floor brokers') 
claims and grievances against any member or employee thereof. The 
use of such procedure by a customer would be required to be volun­
tary. The procedure would not be applicable to any claim in excess of 
$15,000. The procedure would not result in any compulsory payment 
except as agreed upon between the parties. · 

Section BJO. Commission approval or di8approval of contract market 
rules 

Section 210 amends section 5a of the Act by adding a new subsection 
( 12) requiring each contract market to submit to the Commission for 
its approval all bylaws, rules, regulations, and resolutions made or 
issued by it, or by the governing board thereof or any committee 
thereof, which relate to terms and conditions in contracts of sale to be 
executed on or subject to the rules of such contract market or relate to 
other trading requirements, except those relating to the setting of 
levels of margin. . · 

The Commission would have 30 days either to approve such bylaws, 
rules, regulations, and resolutions or to notify the contract market that 
it is unable to make the necessary determination within 30 clays. 
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The Commission would be J'equired to approve such bylaws, rules, 
regulations, and resolutions upon a determination that they are not 
in violation of the provisions of the Act or the regulations of the 
Commission. Thereafter, the Commission would be required to disap­
prove, after appropriate notice and opportunity for hearing, any by­
law, rule, regulation, or resolution which the Commission finds at any 
time is in violation of the provisions of the Act or the regulations of 
the Commission. 

A contract market would he empowered to issue without prior Com­
mission approval a rule dl:'aling with an emergency requiring immedi­
ate action, with notice and a complet~ explanation to the. Commission. 

Regulations would be authorized cxl:'mpting enumerated types of 
contract market operational and administrative rules from the sub­
mission requirement. 
Section 211. Restraining order8. injunctions, 'Writs of ma;ndamus, 01' 

orders affm'ding like relief, but 110t ew parte 
Section 211 adds a new section fie to the Act. Under such new section. 

whenever it shall appear to the Commission that any contract markPt 
or other person has engaged, is engaging, or is about to engage in any 
act or practice constituting a violation of any provision of the Act or 
any rule, regulation. or order thereunder, or is restraining trading in 
any commodity for future delivery, the Commission may bring a court 
action to l:'njom such act or practice. or to enforce compliance with the 
Act, or any rule, regulation or order thereunder. 

United States district courts and United States cou:rts of territories 
and other places subject to the jurisdiction of the United States, would 
have jurisdiction to entertain such actions, and jurisdiction to issue 
writs of mandamus. or orders affording like relief, commanding any 
person to comply with the provisions of the Act or any rule, regula­
tion. or order of the Commission thereunder, including the require­
ment that such person take such action as is necessary to remove .the 
danger of violation of the Act or any such rule, regulation, or order. 

Any action could be brought in the district wherein the defendant is 
found or is an inhabitant or transacts business or in the district wher1~ 
the act or practice occurred, is occurring, or is about to occur, and 
process in such cases could be served in any district in which the de­
fendant is an inhabitant or wherever the defendant could be found. 

The courts would be forbidden to issue such orders ex parte. 
Section 212. Civil m.oney penalties; lncrease of ma.rimum fines 

Section 212 amends section 6 of the Act, which provides, among 
other things, for administrative disciplinary proceedings for violations 
of the Act, or of the rules, regulations, or orders thereunder. The 
Commission would be authorized to assess civil penalties of not more 
than $100,000 for each such violation. Appeals to United States Courts 
of Appeal, from administrative disciplinary orders, would be required 
to be filed within 15 days after the notice of such an order is given to 
the offending person. 

A new paragraph (d) would be added to section 6 of the Act, requir­
in!; the Commission to consider certain facts in addition to the gravity 
of the violation in determining the amount of the meney penalty 
assessed. In the case of a person whose primary business involves the 
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use of the commodity futures market, the Commission would be re­
quired to consider the appropriateness of such penalty to the size of 
the business of the person charged and the extent of such person's 
ability to continue in business. In the case of a person whose primary 
business does not involve the use of the commodity futures market, the 
Commission would be required to consider the appropriateness of the 
penalty to the net worth of the person charged. 

If a civil penalty is not paid, the Commission would refer the matter 
to the Attorney General, who would be required to recover the penalty 
by court action. 

Section 212 also amends section 6b of the Act, which now provides: 
for· orders to c'Ontract markets, directors, officers, agents, and employees: 
thereof to cease and desist from violations of the Act, the rules, regu­
lations, and orders thereunder. Civil penalties of not more than 
$100,000 for each violation, would be provided. Such penalties 
would be collected by the Attorney General bv court action, upon 
referral by the Commission. In determining H~e amount of such a 
money penalty assessed under section 6b, the Commission would be 
required to consider the appropriateness of the penalty to the net worth 
of the offending person and the gravity of the offense, and in the case 
of a contract market, the Commission would be required further to 
consider whether the amount of the penalty will materially impair the. 
contract market's ability to carry on its operations and duties. 

Section 212 also amends section 6 (c) of the Act, which now provides 
for orders to any person (other than a contract market) to cease and 
desist from violating the Act, rules, regulations, or orders thereunder. 
The fine for violating such a cease and desist order would be changed 
from not less than $500 nor more than $10,000 to not more than 
$100,000. ' 

Section 212 also amends section 9 of the Act by changing from 
$10,000 to $100,000 the maximum fine for the criminal offenses pro­
vided in the three subsections of section 9. 
Section 213. Authority of Commission to change contract market rules 

Section 213 adds a new subsection (7) to section 8a of the Act to 
give the Commission specific authority to alter or supplement the 
rules of a contract market insofar as necessary or appropriate by rule 
or regulation or by order. Before taking such action, the Commission 
would be required first to make an appropriate request in writing to the 
contract market that it effect on its own behalf specified changes in 
its rules and practices. 

The Commission could then alter or supplement such rules if, after 
appropriate notice and opportunity for hearing, the Commission de­
termined that the contract market had not made the changes required 
and that such changes were necessary or appropr:iate for the protection 
of persons producing, handling, processmg, or consuming any com­
modity traded for future delivery on the contract market, or the 
product or byproduct thereof, or for the protection of traders or to 
ensure fair dealing in commodities traded for future delivery on the 
contract market. , > , 

The Commision could alter or supplement such rules with respect 
to such matters as: contract terms and conditions; the form and man­
ner of execution of contracts; other trading requirements, excepting 
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the setting qf levj:lls of margin (unless done pursuant tq the emergency 
powers provided in section 215) ; safeguards with respect to the fi­
n~ncial responsibility of members; the manner, method and place of 
~liciting business, including the. content of such solicitations; and 
the :form and manner of handling, recording, and accounting for cus­
tomers' orders, transactions, and accounts. 
Section 214. Rulemaking attth:ority of Commission -with respect to 

non-memher registrants 
Section 214 adds a new subsection (8) to section 8a of the Act to 

authorize the Commission to issue rules and regulations with respect 
to registrants under the Act who are not members o:f a contract market, 
as in the judgment of the Commission are reasonably necessary to 
protect the public interest and promote just and equitable principles 
o:f trade, including but not limited to the manner, method and place of 
soliciting business, including the content of such solicitation. 
Section 216. Emergency pmvers 

Section 215 adds a new subsection (9) to section 8a o:f the Act to give 
specific authority to the Commission to direct any contract market, 
"whenever [the Commission] has reason to believe that an emergency 
exists, to take such action as, in the Commissi'on's judgment, is neces­
sary to maintain or restore orderly trading in, or liquidation of, any 
futures contract." 

The term "emergency" would be defined to mean "in addition to 
threatened or actual market manipulations and corners, any act of 
government affecting a commodity or any other major market disturb­
ance which prevents the market from accurately reflecting the forces 
of supply and d<\mand for such commodity and which, in the Com­
mission's judgment, will of itself have a greater adverse impact on 
the market than the [Commission's] intervention action •.. ". 

It is further provided in section 215 that nothing therein would 
limit the meaning or interpretation given by a contract market to 'the 
terms "market emergency", "emergency'\ or equivalent langu in its 
own bylaws, rules, regulations, or resolutions. This proviso oes not, 
however, limit in any way the Commission's authority to define an 
"emergency". 
Section216. Disciplinary procedures 

Section 216 adds a new section 8c to the Act to empower any ex­
change-or the Commission if the exchange fails to act-to suspend, 
expel, or otherwise discipline an exchange member, or deny any person 
access to an exchange. Such action shall be taken solely in accordance 
with exchange rules. 

Exchanges would be required to notify the persons affected and the 
Commission of suspensions, expulsions, disciplinary actions, or denials 
o:f access, within 30 days, and give reason therefor, but otherwise to 
keep such notices and reasons confidential. . 

Persons who are disciplined may appeal the exchange decision to 
the Commission. The Commission may affirm, modify, set aside or re-
mand any exchange decision it reviews. ' 
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Se.ction 21'1. Commission regulation of margin contracts 
Section 217requires the Commission to regulate transactions for 

the delivery of silver bullion, gold bullion, or bulk silver and gold 
coins pursuant to a standardized contract commonly known as a 
margin account, margin contract, leverage account, or leverage 
contract.· 

All persons would be forbidden to enter into or confirm the execu­
tion of any such transaction contrary to any rule, regulation, or order 
of the Commission designed to insure the financial solvency of the 
transaction or prevent manipulation or fraud. Notice and opportunity 
for hearing would be required before such rule, regulation, or order is 
issued. 

If the Commission determines that such transactions are contracts 
for :future delivery within the meaning of the Commodity Exchange 
Act, then such transactions would be regulated as futures contracts 
under that Act. 

TITLE III-MISCELLANEOUS PROVISIONS 

Section 301. /mider trading 
Section 301 adds new subsections (d) and (e) to section 9 of the 

Act to make it a felony punishable by a fine of not more than $10,000 
or imprisonment for not more than five years, or both, for any Com­
missioner of the Commission or any employee or agent thereof, to 
participate, directly or indirectly, in any commodity futures or option 
transaction or use "insider" information in any transaction in an 
actual commodity. 

The prohibition against any transaction in an actual commoditv 
would not apply to a transaction in which the person sells an agri­
cultural commodity which he has produced in connection with his own 
farming or ranching operations nor to any transaction in which he sells 
livestock which he has owned at least three months. With respect to 
such excepted transactions, however, it is provided that the Commis­
sion shall require the person who participates therein to notify it of 
such transactions in accordance with such regulations as the Com­
mission shall prescribe, and the Commission shall make such informa­
tion available to the public. 

It would also be a felony punishable by a fine of not more than 
$10,000 or imprisonment for not more than five years or both, for any 
Commissioner of the Commission or any employee or agent thereof 
who, by virtue of his employment or position, acquires information 
which may affect or tend to affect the price of any commodity futures 
or actual commodity and which information has not been made public, 
to impart such information with intent to assist another person, di­
rectly or indirectly, to participate in any commodity futures or option 
transaction or in any transaction in an actual commodity, or for an­
other person to receive and use such information. 
Section 302. Options trading 

Section 302 amends 4c of the Act to continue the ban now contained 
in section 4c o:f the Act on trading in options (privileges, indemnities, 
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?ids, offers, puts, calls, advanced guaranties, and decline guaranties) 
m the now-regulated commodities, but permits trading in options in 
all other commodities i£ not done contrary to any rule, regulation, or 
order of the Commission prohibiting any such transaction or allowing 
any such transaction under such terms and conditions as the Commis­
sion may prescribe. The Commission would be required within one 
year of the effective date of the bill to promulgate such an order, rule 
or regulation. The Commission may set different terms and conditions 
for different markets. 
Section 303. Arbitrage 

Section 303 amends section 4a ( 1) of the Act to authorize the Com­
mission, in fixing trading and position limits, to exempt "arbitrage" 
transactions, and defines the word "arbitrage" in domestic markets 
as meaning the same as a "spread" or "straddle". The Commission 
would be authorized to define the term "international arbitrage". 
Section 304. Hedging 

Section 304 amends section 4a ( 3) of the Act to delete the definition 
of bona fide hedging transactions or positions now contained in the 
Act and reqllires the Commission, within 90 days after the effective 
date of the bill, to define the terms by order consistent with the pur­
poses of this Act. Certain restrictions on such definition would be 
provided, to permit hedging of anticipated production of seed quanti­
ties of a commodity and hedging by users of products of traded 
commodities. 

rntil the Commission issues regulations defining what constitutes 
bona fide hedging transactions and positions and such regulations are 
in full force and effect, such terms would continue to be defined as set 
forth in the Act prior to its amendment by the bill. 
Section305. "Crossing of trades" authority 

Section 305 amends section 4b of the Act by deleting the word 
"rotton~' where it appears in the last full paragraph of that section 
and inserting in place thereof the words "a commodity." In pertinent 
part, section 4b of the Act now provides that nothing in the Act 
"shall be construed to prevent a futures commission merchant or 
floor broker who shall have in hand, simultaneously, buying and 
selling orders at the market for different principals for a like quantity 
of cotton for future delivery in the same month, from executing such 
buying and selling orders at the market price" if such execution takes 
place on the floor of the exchange by open outcry and is duly reported, 
recorded, and cleared in the same manner as other orders executed on 
the exchange. Section 305, therefore, makessuch authority applicable 
to all commodities. 

Section 305 also amends section 4b of the Act specifically to give 
the Commission rulemaking authority regarding the manner of the 
execution of such transactions. , 
Section 306. Authority to decide whether contracts must provide for 

delive1'y of commodities conforming to United States standards 
Section 306 amends section 5a(6) of the Act, which now proyides 

that each contract market require that the futures contracts made 
thereon provide for the delivery of commodities conforming to United 
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States standards if such standards have been officially promulgated. 
Under section 306, thedelivery of commodities conforming to official 
United States standards would be required if such standards were 
adopted by the Commission. 
Section .'307. Enforcement of contract market bylaws, rules, regulations, 

and resolutions 
Section 307 amends section 5a(8) of the Act, which now requires 

each contract market to enforce all bylaws, rules, regulations, and 
resolutions which relate to terms and conditions in contracts of sale to 
be executed on or subject to the rules of such contract market or relate 
to other trading requirements and which have not been disapproved by 
the Secretary of Agriculture and to revoke and not enforce any such 
bylaw, rule, regulation, or resolution which has been so disapproved. 

Under section 307, each contract market would be required to enforce 
such bylaws, rules, regulations, and resolutions if they have been ap­
proved by the Commission, and would be required to revoke and not 
enforce any bylaw; rule, regulation, or resolution, which has been dis­
approved by the Commission. 
Section 308. "Referee" changed to Administrative Law Judge 

Section 308 amends section 6(b) of'the Act bystriking the word 
"referee" wherever it appears therein and inserting in place thereof 
the words "Administrative Law Judge." · 
Section 309. Criminal penalties emtended to new offenses being added 

to the Act 
Section 309 references new provisions of the bill in section 9 (c) of 

the Act establishing criminal penalties. Under section 309, criminal 
sanc~ions w~uld be applicable to a failure to register by commodity 
tradmg advisors, commodity pool operators, and persons associated 
\Yith futures commission merchants or with any agents thereof, and to 
acts of fraud or deceit by commodity trading advisors and commodity 
pool operators. 
Section 310. Provision for supergrade positions 

Section 310 authorizes the Commission to place anadditional twenty 
positions in GS-16, GS-17, and GS-18 for purposes of .carrying out 
its functions. 
Section 311. T-ransfer of operations and proceedings to Commission 

Section 311 provides that all operations of the Commodity Exchange 
Commission and of the Secretary of Agriculture under the Commodity 
Exchange Act, including all pending administrative proceedings, shall 
be transferred to the new Commission as o:f the effective date of the 
bill and continue to completion. All rules, regulations, and orders pre­
\"iously issued by the Commodity Exchange Commission and by the 
Se~retary of Agriculture under the Act to the extent not inconsistent 
with the provisions of the bill shall continue in full force and effect 
unless and until terminated, modified, or suspended by the new 
Commission. 
Section 312. Pending proceedings under emi.sting law 

Section 312 provides that pending proceedings under existing law 
shall not be abated by reason of any provision of the bill but shall be 

38-643-74- -4 
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disposed of pursuant to the applicable provisions of the Act, as 
amended, in effect prior to the effective date of the bill. 

Section. 313. Separability 
Section 313 provides that if any provision of the bill or the applica­

tion thereof to any person or circumstances is held invalid, the validity 
of the remainder of the bill and the application of such prov-ision to 
other persons or circumstances shall not be affected thereby. 
Section 314. Market reports 

Section 314 adds a new section 16 to the Act, to permit the Com­
mission to investigate markets for goods, articles, services, rights, and 
interests which are the subject of futures contracts, and publish regu­
lar market reports. The Commission 'vould be required to cooperate 
with other Federal agencies to avoid unnecessary duplication of infor­
mation-gathering activities. Other agencies would be required to fur­
nish market information to the Commission, which would in turn be 
subject to any rules of confidentiality applying to the information. 
The Commission could not disclose the names of individual companies. 
Section 315. Daily trading reports 

Section 315 amends section 4g of the Act, which requires reporting 
and recordkeeping by futures commission merchants and .floor 
brokers, by adding a new paragraph. Every clearinghouse would be 
required to deliver a daily report to the Commission, specifying for 
each trade made on the exchange that day, the time, the subject (good, 
article, service, right, or interest), the number of contracts, the price, 
the delivery month, and the identification of the traders. 

The Commission would be authorized to require additional informa­
tion in such reports, and to prescribe the form and manner of such 
reports. The Commission would be permitted to disclose such reports 
or information from them if it determines that disclosure furthers 
the regulation of futures trading. 

Exchanges would be required to publish daily reports, of the volume 
of trading on each type of contract. The Commission would be au­
thorized to require exchanges to include additional information in 
such daily reports. 
Section 316. Investor protection 

Section 316 adds a new section 17 to the Act, to require futures com­
mission merchants and commodity trading advisors to obtain signed 
statements from customers, acknowledging understanding of the spec­
ulative nature and risks involved in futures trading. The Commission 
would be authorized to require additional information in such custom­
ers' statements. 
Section 317. Research and information programs 

Section 317 adds a new section 18 to the Act to require the Commis­
sion to establish and maintain research and information programs to 
investigate new technology and the feasibility of its use for improving, 
:;trengthening, facilitating or regulating futures trading;. to assist in 
dlweloping materials for educating producers, market users, and the 
general public about futures trading; and to carry out thegeneral pur­
poses of the Act. Annual reports of such programs would be required. 
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Section318. Forward contraeting insurance program 
Section 318 adds a new section 19 to the Act to require the Commis­

s~on t_o encourage and assist private. insurers to establish a pool to pro­
nde msurance to protect the parties to any forward contract from 
financial loss resulting from failure of the other party to comply with 
the terms of the contract for future delivery. 

Such insurance would not be available with respect to any agricul-
tural commodity contracted for sale through a board of trade. . 

There would be a limit on the premium which could be charged any 
insured, and the Commission would be authorized to assume up to 50 
per centum of the loss suffered by the pool in any year in excess of pre­
miums collected during the duration of the pool. The Commodity 
Credit Corporation would be required to reimburse the Commission 
for payments of such losses. 
Section 319. Futures associations 

Section 319 requires the Commission to investigate and report to 
Congress on the need for legislation providing for registration of fu­
tures associations. 
Section 320. Insurance against loss caused by financial failure of fu­

tures commission merchants 
Section 320 requires the Commission to investigate and report to 

Congress on the need for legislation providing insurance against losses 
caused by the financial failure of futures commission merchants. 
Section 321. Effective date 

Section 321 provides that the bill shall become effective 180 days 
after enactment, that activities necessary to implement the changes 
effected by the 1974 Act may be carried out after the date of enactment 
and before as well as after the effective date, and that such activities 
are required to include, but not be limited to: appointment of the mem­
bers of the Commission ; designation of boards of trade as contract 
markets; registration of futures commission merchants, floor brokers, 
and other persons required to be registered; approval or modification 
of bylaws, rules, regulations, and resolutions of contract markets; and 
the necessary steps to regulate futures trading in silYer immediately 
on the effective date of the bill. 



EXEcUTIVE Co~rMUNICATIONs 

In a letter to the Committee dated May 15, 1974, the Department of 
Agriculture recommends that H.R. 13113, as passed by the House, be 
enacted if modified by deleting (1) the Commission's authority to 
have its own General Counsel and legal staff, its own Administrative 
Law Judges, and independent budgeting capacity; and (2) the au­
thority under which persons in the commodity trading business could 
establish a voluntary futures association to regulate the practices of 
members. The letter from the Department reads as follows : 

Ron. HERMAN E. TALMADGE, 

DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SECRETARY, 

Washington, D.O., May 15,197 1,. 

Chairman, Oomwittee on Agriculture and Forestry, 
U.S. Senate. 

DEAR MR. CHAIRMAN: This is in response to your requests for re­
ports on the following bills : 

(1) S. 2485. a bill to establish an independent Commodity Ex­
change Commission, 

(2) S. 2578, a bill to strengthen the regulation of commodity ex­
changes, 

(3) S. 2837, a bill to regulate the interstate and foreign commerce 
trading of futures contracts in order to prevent unfair and 
deceptive acts and practices, and 

( 4) H.R. 13113. an act to amend the Commodity Exchan,ge Act 
to' strengthen the regulation of futures trading, to bring a 11 
agricultural and other commodities traded on exchanges 
under regulation, and for other purpos~s. · · 

We recommend that H.R. 13113. if modified in the two respects dis­
cn~sed below, be enacted in lieu of S. 2485. S. 2578, and S. 2837. 

In the past year the futures markets have attracted more attention 
than at any other time in history. For perhaps the first ti.me. it has 
become clear to the general public that futures markets touch the lives 
of all of us. The Commodity Exchange Act provides for the regulation 
of 19 commodities in which there were active futures markets in 1973. 
There were, however, 7 other agricultural or forest commodities and !} 
nonagricultural commodities with active futures markets which were 
completely unregulated by the Federal Government. 'Vith the value 
of contracts traded in fiscal 1973 reaching almost $400 billion, it is an 
appropriate time for the Congress to consider and adopt legislation 
which will recognize the growing importance of futures markets in 
the national economy, protect all market users, protect the general 
public, including producers and consumers indirectly affected by the 

(46) 
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futures markets, and provide a climate in which futures markets can 
continue to grow and operate in the public intBrest. 

The proposed bills would bring under regulation the futures mar­
kets in such important agricultural and nonagricultural commodities 
as coffee, sugar, cocoa, plywood, lumber, silver and copper. This has 
long beei1 needed. There is no reason why a. person trading in one of 
the currently unregulated futures markets should not receive the same 
protection afforded to those trading in the regulated markets. It was 
once thought that protection was needed only for producers of a com­
modity. It is now recognized, however, that all persons along the 
merchandising chain and consumers are entitled to the full protection 
of the law. ·whether a commodity is grown or mined, or whether it is 
produced in the United States or outside, makes little difference to 
those in this country who buy, sell, and process the commodity or to 
u.S. consumers w·hose prices are affected by the futures markets in that 
commodity. This bill will put all exchanges and all persons in the 
industry under the same set of rules and regulations for the protection 
of all concerned. 

H.R. 13113 includes a number of strengthening amendments to the 
Commodity Exchange Act. Although there is adequate legal authority 
to do several of the things contemplated by the bill, clarification is wel­
come and should be helpful. The Department supports most of these 
proposed :unendments, particularly those 'that w·ould: 

(1) g-ive the com.mission specific authority through the Attorney 
General to sPek ininnctions to stop any person from violating 
the Act or regulations thereunder and to stop any trader 
from controlling a commodity futures contract to the extent 
that he is effectiveh· restraining trade; 

(2) give the commission the specific authority to require ex­
changes to permit delivery of commodities at such a point or 
points as is necessary to diminish price manipulation, mar­
ket congestion or the abnormal movement of commodities in 
interstate commerce; 

(3) provide that trading by floor brokers and futures commission 
merchants for their own accounts and for customers will be 
restricted and allowed only under such conditions as may be 
prescribed by the commission: 

( 4) extend the registration and fitness requirements to cover all 
individuals handling customers' accounts: and 

( 5) give the commission the specific authority to direct contract 
markets to take action in emergency situations in order to 
facilitate the orderly trading in or liquidation of any futures 
contracts. 

The Department recommends that H.R. 13113 be modified in two 
respects: 

(1) We are opposed to provisions of the bill authorizing the 
commission to have its own General Counsel and legal staff, 
its own administrative law judges, and an independent 
budgeting capacity. We believe the independence of the com­
mission is achieved through statutory creation of the commis-
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sion and the direct grant of regulatory powers to it and the 
performance of the legal and administrative functions for 
the commission within the Department of Agriculture will 
not detract from the objectiws of the bill and will be far 
more economical and efficient. 

(2) We oppose the authority to be granted by this bill under 
which persons in the commodity trading business can estab­
lish a voluntary futures association ( s) to regulate the prac­
tices of members. We feel the functions authorized to be 
carried out by national futures associations should be carried 
out exclusively by the commission. Such associations would 
create an unnecessary layer of regulation, would tend to be­
come pressure organizations forcing all in the commodity 
industry to join, and could make effective regulation by the 
commission more difficult. With the new authority given to 
the commission by this bill, particularly the customers' 
reparation procedure under which it will handle customers' 
complaints of financial loss arising from violations of tl•" 
Act, there seems no need for such futures associations. 

Enclosed as an addendum to this report is language which would 
implement the changes we recommend. 

There is enclosed a schedule showing the estimated cost of the enact­
ment (above current appropriation levels for the Commodity Ex­
change Authority) of this legislation for the first five fiscal years. 

Finally, we understand that the Department of Justice has some 
difficulty concerning the exclusive jurisdiction antitrust provision in 
H.R. 13113, and we defer to the Department on that issue. 

The Office of Management and Budget advises that there is no ob­
jection to the presentation of this report from the administration's 
standpoint. 

Sincerely, 

Enclosure!'!. 
ADDENDlJM 

J. PHIL CAMPBELL, 

Acting Secretary. 

On page 2, line 5, insert the phrase "within the Department of Agri­
culture" after the word "established." 

On page 4, delete lines 9 through 17. On line 18, change (9) to (8) 
andonline21change (10) to (9). 

On page 5, lines 6 and 7, delete "administrative law judges,". 
On page 6~ line 10, delete the word "solely". . . . . 
On page 6 line 14, after the word "commissiOn'' delete the penod 

and add the f~llowing "or the Department of Agriculture." 
On page 6, delete lines 15 through 21. . 
On paO"e 8 line 3 delete the word "All" and substitute the word 

"Such'\ ~nd ~n line '7 insert after the word "Act" the phrase "as the 
Secretary of Agriculture may determine". . 

Delete tit.Ie III of the bill (page 43, line 3 through page 58, lme 21). 
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COMMODITY EXCHANGE AUTHORITY, LEGISLATIVE PROGRAM PROJECTIONS 

(In thousands of dollars( 

Agency, legislative item, acccunt 

COMMODITY EXCHANGE AUTHORITY 

H.R .. 13ll3-Strengthen the regulation of futures trading, 
brmg all agricultural and other commodities traded on 
exchanges under regulation, and for other:purposes: 

Commodity Exchange Authority: 
Budget authority ____________________ ------- ____ ••• 

offic~~~~~~~ ·Geiielal coun-sel:···----·-·----···---------
Budget authority _______________ -------------------
Outlays _________________________________________ _ 

Economic Management Support Center: 
Budget authority _________________________________ _ 
Outlays ____________________ • ____________________ _ 

Total departmental cost: 
Budget authority __________________ ------------- __ _ 
Outlays _________________________________________ _ 

1975 

3, 906 
2, 930 

135 
132 

312 
234 

4, 353 
3, 296 

1976 1977 

4, 085 4, 274 
4, 044 4, 231 

141 148 
137 144 

327 342 
324 338 

4, 553 4, 764 
4, 505 4, 713 

1978 1979 

4, 470 
4, 425 

4, 676 
4, 629 

!55 162 
!51 !58 

358 374 
354 370 

4, 983 5, 212 
4, 930 5, !57 

In a letter to the Committee dated July 30, 1974, the Department 
o£ the Treasur;r recommended that a provision be included in the legis­
lation exemptmg, from regulation by the Commission, foreign cur­
rency futures trading other than on organized exchanges. The letter 
£rom the Department of the Treasury reads as follows: 

TnE GENERAL CouNSEL oF THE TREASURX, 

Hon. HERMAN E. TALMADGE, 
Washington, D.O., July 30,197 4. 

Chairman, OommUtee on Agriculture and Forestry, 
U.S. Senate, Washington, D.O. 

DEAR MR. CHAIRMAN: The attention o£ the Department has been 
directed to H.R. 13113, S. 2485, S. 2578 and S. 2837, bills to regulate 
futures trading in agricultural and other commodities, which are cur­
rently pending before your Committee. 

Each of these bills would establish a Federal regulatory agency 
with sweeping authority to regulate futures trading m virtually any 
commodity, good, article, right or interest. This authority would ex­
tend to the regulation o£ futures trading in foreign currencies. More­
over, H.R. 13113 and S. 2578 would amend the Commodity Exchange 
Act, 7 U.S.C. Sec.1, et seq., to subject futures trading in foreign cur­
rencies to the regulatory requirements o£ that Act. 

The Department beliews the bills contain an ambiguity that should 
be clarified. The provisions o£ the bills do not c ]early indicate that the 
new regulatory agency's authority would be limited to the regulation 
o£ futures trading on organized exchanges, and would not extend to 
futures trading in foreign currencies off organized exchanges. 'Ve do 
not believe that either the House o£ Representatives or your Commit­
tee intends the proposed l@gislation to subject the foreign currency 
futures trading o£ banks or other institutions, other than on an or­
ganized exchange, to the new regulatory regime. 

The Department £eels strongly that foreign currency futures trad­
ing, other than on organized exchanges, should not be regulated by 
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the new agency. Virtually all futures trading in foreign currencies in 
the United States is carried out through an informal network of banks 
and dealers. This dealer market, which consists primarily of the large 
banks, has proved highly efficient in serving the nee~s of international 
business in hedging the risks that stem from formgn exchange rate 
movements. The participants in this market are sophisticated and in­
formed institutions, unlike the participants on or_qanized exchanges, 
which in some cases, include individuals and small traders who may 
need t~ be protected by some ~orm of govern.mental regulation. 

vv"'here the need for regulatiOn of transactiOns on other than or~a­
nized exchanges does exist, this should be done through strengthenmg 
existing regulatory responsibilities now lodged in the Comptroller of 
the Curtency and· the Federal Reserve. These agencies are currently 
taking actio'n to achieve closer supervision of the trading risks in­
Yolved in these activities. The Commodity Futures Trading Commis­
sion would clearly not have the expertise to regulate a complex bank­
in()' function and would confuse an already highly regulated business 
f,Cclor. Moreover, in this context, new regulatory limitations and re­
strictions could have an adverse impact on the usefulness and efficiency 
of foreign exchan!!'e markets for traders and investors. 

Section 201 of ·H.R. 13113 currently contains broad l!J,nguage that 
would appear to authorize the new agency to regulate bank forei!!'n 
currency departments. Section 201 provides that the new Commodity 
Futures Tradin!!' Commission would have "exclusive jurisdiction of 
transactions dealing in, resulting in, or relating to contracts of sale of 
a commodity for future delivery, traded or executed on a domestic 
board of trade. contract market or on any other board of trade, ex­
change. or market." The bill would amend the Commodity Exchange 
Act. 7 U.S.C. 1 et seo., to broaden the definition of commodity to in­
clnde all goods, articles, services, rights and interests "in which con­
tracts for future delivery are presently or in the future dealt in." 
(Section 201). Since thiR definition would encompass foreign curren­
cies, it seems clear that the language of the bill would give the Com­
mission authority to regulate futures trading in foreign ci.Irrencies by 
hanks. Moreover, the language "or any other board of trade exchange 
or market" is sufficiently broad to authorize the Commissi~n to re<YU~ 
late trading in foreign currencies by banks in the over-the-courrter 
market. 

S. 2837. S. 2485, and S. 2578 are also, in our view, unclear whether 
they w<?uld authorize the regulation of futures trading in foreign 
cmTencies by banks. For example, section 301 of S. 2837 provides that 
.4-". 1 f lf 1~ Is un aw u or any person to buy or sell,. or offer to buy or sell, any 
f~ttures contract exc~nt on an.e~change registered under section 201." 
Section 201 (a) provides that It Is unlawful for an exchange to permit 
f~~tures contracts to be traded on i.t t.mless the exchange is registered 
"1th the Futures Exchange CommiSSIOn. A futures contract is defined 
as ".an agreem~~t to buy or sell for delivery at a future time any 
sp~cified quan~Ities of goods, services, or other tangible or intangibie 
thmgs." (Seetwn 102(3) ). This definition is broad enough to include 
futures contracts in foreign currencies. The term "exchange" is defined 
hroad.ly to mean "any place where futures contracts are traded." 
(Sectwn 102(10) ). 
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Accordingly S. 2837 could be construed to prohibit banks fr~m 
engaging in f~tures trading in foreign currencies unless they ~e~ps­
tered as an exchange with the new Futures Exchange Commrsswn 
and became subject to its regulation. We believe that this is a serious 
defect in the proposed legislation that would, i£ enacted, impair the 
u8efulness and efficiency of our foreign exchange markets. 

In addition, the Department is concerned that the language of the 
bills is broad enough to subject to regulation by the proposed futures 
trading regulatory agency a wide variety of transactions involving 
financial instruments, such as puts and calls, warrants, rights, resale of 
installment loan contracts, repurchase options in Government secu­
rities, Federal National Mortgage Association mortgage purchase 
commitments,_ !utures trading in mortgages contemplated by Federal 
Home Loan Mortgage Corporation, etc. We feel that regulation of 
these transactions, which generally are between large, sophisticated 
institutional participants, is unnecessary, and could be harmful. For 
this reason, we do not believe it is contemplated that the bills should 
regulate transactions in financial instruments of that nature. 

In view of the foregoing, we strongly urge the Committee to amend 
the proposed legislation to make clear that its provisions would not be 
applicable to futures trading in foreign currencies or other financial 
transactions of the nature described above other than on organized ex­
clmnges. This could be accomplished by inserting a new section at an 
appropriate place reading as follows: 

"Sec. -. Nothing in this Act shall be deemed to govern or in any 
way be applicable to transactions in foreign currency, security war­
rants, sec?rity rights, resales of. i_nstallment loan contracts, re-pur­
chase opt10~s, government secunbes, mortgages and mortgage pur­
chase commrtments, or in puts and calls for securities, unless such 
transactions involve the sale thereof for future delivery conducted on 
a board of trade." 

The Department.has bee"': a~vised by the Office of. Management and 
Budget that there rs no obJectiOn from the standpomt of the Admin­
istration's program to the submission of this report to your Committee. 

Sincerely ·yours, 
Do~ALD L. E. RrTGER, 

Acting General Counsel. 



CosT EsTIMATE 

In aceordance with section 252 of the Legislative Reorganization 
Act of 1970, the following is the Committee's estimate of the costs 
which would be incurred m carrying out the pr.wisions of the bill. 
No formal estimate of costs has been received from the Department 
of Agriculture on the bill being reported bythe Committee. 

The Department of Agriculture formally submitted the following 
cost table to accompany their report on H.R. 1311(., as passed by the 
House of Representatives. However, the estimate apparently takes 
into consideration the changes recommended by the Department (Ta­
ble 1). That estimate is included for comparative purposes with the 
estimate made by the Committee (Table 2). 

TABLE I.-COMMODITY EXCHANGE AUTHORITY, LEGISLATIVE PROGRAM PROJECTIONS 

{In thousands of dollars) 

Agency, legislative item, account 

H.R. 13113-Strengthen the regulation of futures trading, bring 
all agricultural and other commodities traded on exchanaes 
under regulation, and for other purposes: 

Commodity Exchange Authority: 
Budget authority ................................. . 

omc~~i~~:-<iiirieraf counsel:---·-·-· .. · ... · ........ ··· 
Budget authority ................................. . 

Econ~~\~llaniigemerit si."P"Pori ·ce.iie·r·: · · · • • • · · · · · ·- · · · • • 

g~g:~~_u_thorit~:: :::::::::::::::::::::::::::::::: 
Total Departmental Cost: 

g~g~~~~~~~:i:~::: ::::::::::::::::::::::::::::::: 

1975 

3, 906 
2, 930 

135 
132 

312 
234 

4, 353 
3, 296 

1976 1977 1978 

4,085 4,274 4,470 
4,044 4,231 4,425 

141 148 155 
137 144 151 

3Z7 342 358 
324 338 354 

4,553 
4,505 

4,764 
4, 713 

4,983 
4,930 

TABLE 2.--COMMODITY FUTURES TRADING COMMISSION, lEGISLATIVE PROGRAM PROJECTIQriS 
H.R. 13113, AS APPROVED BY THE COMMITIEE .. · 

fin thousands of dollars! 

1975 1976 1977 1978 

Commodity Exchange Authority: 
4,524 4, 751 4,988 Budget authority ...................................... 4,309 

rtew ~:::ra~io.i (per· iiouse-eS!iffiate>: ....... · · · ·-·---· · · · · · · 4,210 4,420 4,642 4,874 

Budget authority .......................... _ ........... 4,669 4,884 5,108 5,343 
Outlays_ ............................................. I 2, 334 4,835 5,057 5,290 

Additional costs of Senate revisions: • 
Budget authority ...................................... 1, 550 • 1. 627 4 1,176 • 704 
Outlays ......................... _-· .............. _ ... 775 '1,600 • 1, 156 • 691 

Total budget authority • .............................. 10,528 3 11, 035 • 11,035 • 11,035 
Total outlays'- ..................................... 7,319 • 10, 855 • 10,855 • 10,855 

' House figure adjusted because of the delay in the passage of the legislation. 
• Including an es imate for the regulation of futures trading in gold not considered in the House estimate. 

1979 

4,676 
4,629 

162 
158 

374 
370 

5,212 
5,157 

1979 

s. 237 
5, 117 

5,589 
5,533 

• 209 
• 205 

• 11,035 
•10, 855 

• Reflects increase needed to supervise the expected annual rise in the number of contracts traded. 
• Expected saving as a result of the reporting system required by sec. 315 will, during the year, offset the cost of super· 

vising the expected annual rise in the number of contracts traded. 

(52) 



CHANGES IN ExiSTING LAw 

In compliance with subsection ( 4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italic, existing law in which 
no change is proposed is shown in roman) : 

TITLE 5, UNITED SL\TES CODE 

* * * * * * * 
§ 5108. Classification of positions at GS-16, 17, and 18 

(a) A majority of the Civil Service Commissioners may establish, 
and from time to time revise, the maximum numbers of positions (not 
to exceed an aggregate of 2,754 in addition to any professional engi­
neering positions primarily concerned with research and development 
and professional positions in the physical and natural sciences and 
medicine which may be placed in these grades, and in addition to 240 
hearing .examiner positions under section 3105 of this title which may 
be placed in GS-16 and 9 such positions which may be placed in 
GS-17) which may be placed in GS-16, 17, and 18 at any one time. 
However, under this authority, not to exceed 25 percent of the aggre­
gate number may be placed in GS-17 and not to exceed 12 percent of 
the aggregate number may be placed in GS-18. A position may be 
placed in GS-16, 17, or 18 only by action of, or after prior approval 
by, a majority of t}le Civil Service Commissioners. 

* * * * * * * 
(c) In addition to the number of positions authorized by subsec­

tion (a) of this section-

* * * * * * * 
(192) The Oommoditie8 Future8 Trading Oommi8sion, 8ubject to the 

8tandard8 and procedure8 prescribed by this chapter, may place an 
additional twenty positions in GS-16, GS-17, and GS-18 for purposes 
of carrying out its functions. 

* * * * * * * 
§ 5314. Positions at level III. 

Level III of the Executive Schedule applies to the following posi­
tions, for which the annual rate of basic pay is $29,500: i 

* * * * * * 
(60) Chairman, Commodity Futures Trading Omnmission. 

§ 5315. Positions at level IV. 

* 

Level IV of the Executive Schedule applies to the following posi­
tions, for which the annual rate of basic pay is $28,750: 2 

• * * 
1 Now $40,000. See 2 U.S.C. :l5R note. 
2 Now $38,000. See 2 U.S.C. 358 note. 

* * * * 
(t\3) 
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(98) Members, Commodity Futures Trading Commission. 

§ 5316. Positions at level V. 
Level V of the Executive Schedule applies to the following posi­

tions, for which the annual rate of basic pay is $28,000: 3 

• * * * * * • 
(134) General Counsel, Commodity Futures Trading Commission. 
(135) Executive Director, Commodity Futures Trading 

Commission. 

• * * • * * * 
COMMODITY EXCHANGE ACT, AS AMENDED 

Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, That this Act may be 
cited as the "Commodity Exchange Act." 

SEc. 2. (a) (1) For the purposes of this Act, "contract of sale" shall 
be held to include sales, agreements of sale, and agreements to sell. The 
word "person" shall be construed to import the plural or singular, and 
shall include individuals, associations, partnerships, corporations, and 
trusts. The word "commodity" shall mean wheat, cotton, rice, corll, 
oats, barley, rye, flaxseed, grain sorghums, mill feeds, butter, eggs, 
[onions,] Solanum tuberosum (Irish potatoes), wool, wool tops, fats 
and oils (including lard, tallow, cottonseed oil, peanut oil, soybean oil 
and all other fats and oils), cottonseed meat cottonseed, peanuts, soy­
beans, soybean meal, livestock, livestock products, and frozen concen­
trated orange juice[.] , and all other goods and articles, except onions 
as provided in Public Law 85-889, and all senJices, rights, and inter­
ests in u•hich contracts for future delivery are presently or in the fu­
ture dealt i1t.' Prmoided, That the Commission shall have exclusive 
.Jurisdiction ·with respect to accounts, a,r11·eements (including any trans­
action which is of the character of, or is rommonly known to the trade 
as, an "option", "privilege", "indemnity". "bid", "offer". "put", "call", 
"advance guaranty", or "decline guaranty''), and transactions invol?J­
ing contracts of sale of a commodity for fut?.n'e deli11ery, traded or 
executed on a contract market designated pursuant to section 5 of tki.<J 
Act and which, in accordance 'With SPction fh, of this Act, may not law­
fully be executed or con.<Jummated othe1'wise than through a member of 
a contract market: And provided further, That, except as hereinabm•e 
provided, nothin,r; contained in this sertion shall ( i) supersede or limit 
the .Jurisdiction at any time conferred on the Securities and Exchan.Qe 
Coninnission or other regulatory authorities under the laws of the 
United States or of anJI State, or ( ii) restrict the Securities and Ex­
change Commissionand such other authorities from carrying out their 
duties and responsibilities in accordance with such laws. Nothing in 
this section shall supersede or limit the :iuri.r;diction conferred on courts 
of the United States or any State. Nothing in this Act shall be deemed 
to go'vern or in any way be applicable to tmnsactions in foreign cur­
rency, security warrants, security rights. resales of installment loan 
contracts, repttrclwse option_s, g()l'l)ernment sectt1ities, or vwrtgages and 
mortgage purchase commztments, u·nless such trarnsacti011.8 im,ol11e 

3 Now $36,000. See 2 U.S.C. 358 note. 
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the sale th(5reof for future delivery conducted on a board of trade. 
The term "future delivery" as used herein, shall not include any sale of 
any cas}}. commodity for deferred shipment or delivery. The words 
"board of trade" shall be held to include and mean any exchange or 
association, whether incorporated or unincorporated, of persons who 
shall be engaged in the business of buying or selling any commodity or 
receiving the same for sale on consignment. The act, omission, or 
failure of any officia.l, agent, or other person acting for any individual, 
association, partnership, corporation, or trust within the scope of his 
employment or office shall be deemed the act, omission, or failure of 
such individual, association, partnership, corporation, or trust, as well 
as of such official, agent, or other pPrson. The words "interstate com­
merce" shall be construed to mean commerce between any State, Terri­
tory, or posession, or the District of Columbia, and any place outside 
thereof: or between points within the same State, Territory, or posses­
sion, or the District of Columbia, but through any place outside 
thereof, or within any Territory or posspssion, or the District of Co­
lumbia. The words "cooperative association of producers'' shall mean 
any cooperative association, corporate or otherwise, not less than 75 
ppi· cPntum in good faith owned or controlled, directly or indirectly, 
by producers of agricultural products and otherwise complying with 
an Act of Congress of February 18, 1922 (U.S.C. 1934 ed., title 7, 
sees. 2!)1 and 292), as now or hereafter amended, including any organi­
zation acting for a group of such associations and owned or controlled 
by such associations, provided that business done for or with the 
United States of America, or any agency thereof, shall not be consid­
ered either member or nonmember business in determining the compli­
ance of anv such association with said Act of Congress of Februarv 18, 
1922. The· words "member of a contract market" shall mean aml in~ 

·elude individuals, associations, partnerships, corporations, and trusts 
owning or holding membership in, or admitted to membership repre­
sentation on, a contract market or given members' trading privileges 
thereon. The words "futures commission merchant" shall mean and 
include individuals, associations, partnerships, corporations, and trusts 
engaged in soliciting or in acceptmg orders for the purchase or sale of 
any commodity for future delivery on or subject to the rules of any 
contract market and that, in or in connection with such solicitation or 
acceptance of orders, accepts any money, securities, or property (or ex­
tends credit in lieu thereof) to margin, guarantee, or secure any tradPs 
or contrads that result or may result therefrom. The words "floor 
broker" shall mean any person who, in or surrounding any "pit", 
"ring", "post", or. other place provided by a contract market for the 
meeting of persons similarly engaged, shall purchase or sell for an:v 
other person any commodity for future delivery on or subject to the 
rules of any contract market. [The words "the Commission" shall 
mean the Commodity Exchange Commission, consisting of the Secre­
tary of Agriculture, the Secretary of Commerce, and the Attorney 
General, or an official or employee of each of the executive depart­
mPnts concerned, designated by the Secretary of Agriculture, the Sec-

.retary of Commerce, and the Attorney General, respectively; and the 
Secretary of Agriculture or his designee shall serve as Chairman.] The 
words "the Cmnmission" shall mean the Commodity Futures Trading 
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Comnnission established under paragraph (2) of this sub9ection. The 
term "commodity trading advisM" shall mean any person who, for 
compensation or profit, engages in the busines9 of advising others, 
either directly or through publications or writings, r»J to the value of 
commodities or as to the advisability of trading in any commodity for 
future delivery on or subject to the rules of any contract market, OJ' 

1Dho, for compen.~ation or profit, and r»J part of a regular business, 
issues or promulgates analyses or reports concerning commodities; but 
does not include ( i) any bank or trust company, ( ii) any newspaper 
reporter, ne1ospaper columnist, newspaper editor, lawyer, accountant, 
or teacher, (iii) any floor broker or futu?'es commission merchant, ( iv) 
t1te publishe1' of any bona fide nmDspaper, news magazine, or business 
01' financial publication of general and regular circulation including 
their employees, (v) any contract market, and (vi) such other persons 
not 1vithin the intent of this definition as the Commission may specify 
by rule, regulation, or order: Provided, That the furnishing of such 
services by the foregoing persons is solely incidental to the conduct 
of their business or profession. The. term "commodity pool operator" 
shall mean any person engaged in a business which is of the nature of 
an investment trust, 9Yndicate, or similar form of enterprise, and who, 
in connection therewith, solicits, accepts, or receives from others, funds, 
securities, or property, either directly or through capital contributions, 
the sale of stock or other forms of securities, or otherwise, for the pur­
pose of trading in any commodity for future delivery on or subject to 
the ·rules of any contract market, but does not include such persons 
110t 1vithin the intent of this definition as the Commission may specify 
by rule or regulation or by order. 

(2) There is hereby established, as an independent agency of the 
United States Government, a Commodity Futures Trading Commis­
sion. The Commission shall be compo.cred of a Chairman and four other 
Commissioners, who shall be appointed by the President, by and with 
the advice and consen.t of the Senate. In nominating persow fo1' ap­
pointment, the President shall seek to establi.<Jh and maintain a bal­
anced Comrnission, including, but not limited to, persons of demon­
strated knowledge in futures trading or its regulation and persons of 
demonstrated knowledge in the production, merchandising, process­
ing or distribution of one or JTV)re of the commodities or other goods 
and articles, services, right.<t and interests covered hy this Act. Not 
more than three of the members of the Commission shall be members 
of the same political party. Each Comnnis,'Jioner shall hold office for a 
term of five years and until his successm· is appointed and hr»J qualified, 
except that he shall not so continue to serve beyond the ewpiration of 
the newt session of Congress subsequent to the ewpiratwn of said fiwed 
term of office, and ewcept (A) any Commissioner appointed to fill a 
vacancy occurring prior to the ewpiration of the term for which his 
predecessor was appointed shall be appointed for the remainder of such 
term, and (B) the terms of office of the Commissioners first taking 
office after the enactrnent of this paragraph shall empire r»J designated 
by the President at the time of nomination, one at the end of one year, 
one at the end of two years, one at the end of three years, one at the end 
of four years, and one at the end of five years. 
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(3) The (Jommission shall have a General Counsel, to be appointed 
by the President, by and with the advice and consent of the Senate. 
Tlve Ge'!Wral Cownselshall report directly to the Comnnission and serve 
as its legal advisor. The Commission shall appoint such other attorneys 
as may be necessary, in the opinion of the Commission, to assist the 
General Counsel, represent the Commission in all proceedings pend­
ing before it, and perform such other legal duties and functions as the 
Commission may direct. 

(4) The Commission shall have an Executive Director, to be ap­
pointed by the President, by and with the advice and consent of the 
Senate. The Executive Director shall report directly to the Commis­
sion and perform such functions and dut,ies as the Commission may 
prescribe. 

(5) (A) Except as otherwise provided in this paragraph and in 
paragraphs (3) and (4) of this subsection, the executive a,nd adminis­
trative f'U111.Ctions of the Comnnission, including functions of the Com­
mission with respect to the appointment and supervision of personnel 
employed wnder the Commission, the distribution of business among 
ltuch personnel and among admini*trative units of the Commission, 
and the use and expenditure of funds, shall be exercised solelry by the 
Chairman. 

(B) In carrying out any of his functions under the provisions of this 
paragraph, the Chairn:wn slwll be governed by general policies of the 
Commission and by such regulatory decisions, findings, and determina­
tions as the Commission may by law be authorized to make. 

(C) The appointment by the Chairman of the heads of ma.for admin­
istrative units under the Commission shall be subject to the approval 
of the Commission. 

(D) Personnel employed regularly and full time in the immediate 
offices of Commissioners other than the Chairman shall not be affected 
by the provisions of this paragraph. 

(E) There are hereby reser1,ed to the Commission its functions with 
respect to revising budget estimates and 'with respect to determining 
upon the distribution of appropriated funds according to ma.for p1'0-
grams and purposes. 

(F) The Chairman may from time to time make such provisio718 as 
he shall deem appropriate authorizing the performance by any officer, 
employee, or administrative unit under his jurisdiction of any func­
tions of the Chairman under this paragraph. 

(6) No Commissioner or employee of the Commission shall accept 
employment or compensation from any person, exchange, or clearing­
house subject to regulation by the Commission under this Act during 
his term of office, nor shall he participate, directly or indirectly. in any 
contract market operations or transactions of a character sub.fect to 
regulation by the Com mission. 

(7) The Commission shall have an official seal, which shall be 
.fudicially noticed. 

(b) For the purpose of this Act (but not in any wise limiting the 
foregoing definition of interstate commerce) a transaction in respect 
to any article shall be considered to be in interstate commerce if such 
article is part of that current of commerce usual in the com1p.odity 

'" 



58 

trade whereby commodities and commodity products and byproducts 
thereof are sent from one State with the expectation that they will end 
their transit, after purchase, in another, including, in addition to cases 
within the above general description, all cases where purchase or sale 
is either for shipment to another State, or for manufacture within the 
State and the shipment outside the State of the products resulting 
from such manufacture. Articles normally in such current of com­
merce shall not be considered out of such commerce through resort 
being had to any means or device intended to remove transactions in 
respect thereto from the provisions of this Act. For the purpose of this 
paragraph the word "State" includes,Territory, the District of Colum­
bia, possession of the United States, and foreign nation. 

SEc. 3. Transactions in commodities involving the sale thereof for 
future delivery as commonly conducted on boards of trade and known 
as "futures" are affected with a national public interest; that such 
transactions are carried on in large volume by the public generally 
and by persons engaged in the business of buying and selling commodi­
ties and the products and byproducts thereof in interstate commerce; 
that the prices involved in such t;ransactions are generally quoted and 
disseminated throughout the United States and in foreign countries as 
a basis for determining the prices to the producer and the consumer of 
commodities and the products and byproducts thereof and to facilitatP 
the movements thereof in interstate commerce; that such transactions 
are utilized by shippers, dealers, millers, and others engaged in han­
dling commodities and the products and byproducts thereof in inter­
state commerce as a means of hedging themselves against possible loss 
through fluctuations in price; that the transactions and prices of com­
modities on such boards of trade are susceptible to speculation. manipu­
lation, and control, and sudden or unreasonable fluctuations in the 
prices thereof frequently occur as a result of such speculation, manipu­
lation, or control, which are detrimental to the producer or the con­
sumer and the persons handling commodities and the products and 
byproducts thereof in interstate commerce, and that such fluctuations 
in prices are an obstruction to and a burden upon 'interstate commerce 
in commodities and the products and byproducts thereof and render 
regulation imperative for the protection of such commerce and the 
national public interest therein. 

SEc. 4. It shall be unlawful for any person to deliver for transmis­
sion through the mails or in interstate commerce by telegraph, tele­
phonr. wireless, or other means o:f communication any offer to make or 
execute, or any confirmation of the execution o:f. or any qt~otation or 
report o:f the price o:f. any contract o:f sale o:f any commod1ty :for :fu­
ture delivery on or subject to the rules o:f any board o:f trade in the 
United States, or :for any person to make or execute such contract o:f 
sale, which is or may be used :for (a) hedging any transaction in inter­
state commerce in any commodity or the products or byproducts 
thereof, or (b) determining the. pri?e basis o:f any st~ch transact_ion in 
interstate commerce, or (c) dehvermg any commodity sold, shipped, 
or received in interstate commerce :for the :ft\lfillment thereof, except, 
in any o:f the :foregoing cases, where such contract is made by or 
through a member o:f a board o:f trade which has been designated by 
the [Secretary of Agriculture] Commission as a "contract market", 
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as hereinafter provided, and if such contract is evidenced by a record 
in writing which shows the date, the parties to such contract and their 
addresses, the property covered and its price, and the terms of de­
livery: Provided, That each board member shall keep such record for 
a period of three years from the date thereof, or for a longer period 
if the [Secretary of Agriculture] Commission shall so direct, which 
record shall at all times be open to the inspection of any representa­
tive of the (United States Department of Agriculture] Commission 
or the United States Department of Justice. 

SEc. 4a. (1) Excessive speculation in any commodity under con­
tracts of sale of such commodity for future delivery made on or subject 
to the rules of contract markets causing sudden or unreasonable fluc­
tuations or unwarranted changes in the price of such commodity, is 
an undue and unnecessary burden on interstate commerce in such com­
modity. For the purpose of diminishing, eliminating, or preventing 
such burden, the Commission shall, from time to time, after due notice 
and opportunity for hearing, by order, proclaim and fix such limits 
on the amount of trading which may be done or positions whi~h may 
be held by any person under contracts of sale of such commodity for 
future delivery on or subject to the rules of any contract market as 
the Commission finds are necessary to diminish, eliminate, or prevent 
such burden. In determining whether any person has exceeded such 
limits, the positions held and trading done by any persons directly 
or indirectly controlled by such person shall be included with the posi­
tions held and trading done by such person; and further, such limits 
upon positions and trading shall apply to positions held by, and trad­
ing done by, two or more persons actmg pursuant to an expressed or 
implied agreement or understanding, the same as if the positions were. 
held by, or the trading were done by, a single person. Nothing in this 
section shall be construed to prohibit the Commission from fixing dif­
ferent trading or position limits for different commodities, markets, 
futures, or delivery months, or different trading limits for buying 
and selling operations, or different limits for the purposes of subpara­
graphs (2) (A) and (B) of this section, or from exempting transac­
tions normally known to the trade as "spreads" or "straddles" or 
"arbitrage" or from fixing limits applying to such transactions or 
positions different from limits fixed for other transactions orjositions. 
The word "arbitrage" in domestic markets shall be define to mean 
the same as a "spread" or "straddle". The Commission is authorized 
to define the term "international arbitrage". 

(2) The Commission shall in such order fix a reasonable time (not 
to exceed ten days) after the order's promulgation; after which, and 
until such order is suspended, modified, or revoked, it shall be unlaw­
ful for any person-

( A) directly or indirectly to buy or sell, or agree to buy or 
sell, under contracts of sale of such commodity for future delivery 
on or subject to the rules of the contract market or markets to 
which the order applies, any amount of such commodity during 
any one business day in excess of any trading limit fixed for one 
business day by the Commission in such order for or with respect 
to such commodity; or 

38-643-74--5 
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(B) directly or indirectly to hold or control a net long or a 
net short position in any commodity for future delivery on or 
subject to the rules of any contract market in excess of any posi­
tion limit fixed by the Commission for or with respect to such 
commodity: Provided, That such position limit shall not apply to 
a position acquired in good faith prior to the effective date of such 
order. 

(3) No order issued under paragraph (1) of this section shall apply 
to transactions or positions which are shown to be bona fide hedging 
transactions or positions[.] as such ter1n8 shall be defined by the Com­
mission 1cithin ninety days after the effective date of the Commodity 
Futures Trading Commission Act of 1974 by order consistent with the 
purposes of this Act: Provided, That such terms shall permit the 
hedging of a person's anticipated production of seed quantities of a 
commodity and the hedging by the users of products of traded com­
modities a8 well a8 users of the commodities. [For the purposes of de­
termining the bona fide hedging transactions or positions of any per­
son under this paragraph (3), they shall mean sales of, or short posi­
tions in, any commodity for future delivery on or subject to the rules 
of any contract market made or held by such person to the extent that 
such sales or short positions are offset in quantity by the ownership or 
purchase of the same cash commodity by the same person or, con­
versely, purchases of, or long positions in, any commodity for future 
delivery ,on or subject to the rules of any contract market made or held 
by such person to the extent that such purchases or long positions are 
offset by sale~ of the same cash commodity by the same person. There 
shall he. included in the amount of any commodity which may be 
hedged by any person-

[(A) the amount of such commodity such person is raising, or 
in good faith intends or expects to raise, within the next twelve 
months, on land (in the United States or its Territories) which 
such person owns or leases; 

[(B) an amount of such commodity the sale of which for future 
delivery would be a reasonable hedge against the products or by­
products of such commodity owned or purchased by such person, 
or the purchase of which for future delivery would be a reasonable 
hedge against the sale of any product or byproduct of such com­
modity by such person; 

[(C) an amount of such commodity the purchase of which for 
future delivery shall not exceed such person's unfilled anticipated 
requirements for processing or manufacturing during a specified 
operating period not in excess of one year: Provided, That such 
purchase is made and liquidated in an orderly manner and in ac­
cordance with sound commercial practice in conformity with such 
regulations as the Secretary of Agriculture may prescribe.] 

( 4) This s~ct~on shall apply to a person that is registered as a 
fut\]:res commission merchant or as a floor broker under authority of 
this Act only to the extent that transactions made by such person are 
lllAde on behalf of or for the account or benefit of such person. This 
section shall not apply to transactions made by, or on behalf of, or at 



61 

the direction of, the United States, or a duly authorized agency 
thereof. 

SEc. 4b. It shall be unlawful (1) for any member of a contract 
market, or for any correspondent, agent, or employee of any member, 
in or in connection with any order to make, or the making of any con­
tract of sale of any commodity in interstate commerce, made, or to be 
made, on or subject to the rules of any contract mark.et, for or. on 
behalf of any other person, or (2) for any person, in or 1n connectiOn 
with any order to make, or the making of, any contract of sale of 
any commodity for future delivery, made, or to be made, on or subject 
to the rules of any contract market, for or on behalf of any other 
person if such contract for future delivery is or may be used for (a) 
hedging any transaction in interstate commerce in such commodity 
or the products or byproducts thereof, or (b) determining the price 
basis of any transaction in interstate commerce in such commodity, 
or (c) delivering any such commodity sold, shipped, or received in 
interstate commerce for the fulfillment thereof-

(A) to cheat or defraud or attempt to cheat or defraud such 
other person ; 

(B) willfully to make or cause to be made to such other person 
any false report or statement thereof, or willfully to enter or 
cause to be entered for such person any false record thereof; 

(C) willfully to deceive or attempt to deceive such other person 
by any means whatsoever in regard to any such order or contract 
or the disposition or execution of any such order or contract, 
or in regard to any act of agency performed with respect to such 
order or contract for such person; or 

(D) to bucket such order, or to fill such order by offset against 
the order or orders of any other person, or willfully and know­
ingly and without the prior consent of such person to become the 
buyer in respect to any selling order of such person, or become the 
seller in respect to any buying order of such person. 

Nothing in this section or any other section of this Act shall be 
construed to prevent a futures commission merchant or floor broker 
who shall have in hand, simultaneously, buying and selling orders at 
the market for different principals for a like quantity of [cotton] 
a commodity for future delivery in the same month, from executing 
such buying and selling orders at the market price: Provided, That 
any such execution shall take place on the floor of the exchange where 
such orders are to be executed at public outcry across the ring and 
shall be duly reported, recorded, and cleared in the same manner as 
other orders executed on such exchange[.]: And provided further, 
That such transactions shall be made in accordance with such rules 
and regulat-ions as the Commission may promulgate regarding the 
manner of the ex;ecution of such transactions. 

SEc. 4c. (a) It shall be unlawful for any person to offer to enter into, 
enter into, or confirm the execution of, any transaction involving any 
commodity, which is or may be used for (1) hedging any transaction 
in interstate commerce in such commodity or the products or byprod­
ucts thereof, or (2) determining the price basis of any such transac-
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tion in interstate commerce in such commodity, or (3) delivering any 
such commodity sold, shipped, or received in interstate commerce for 
the fulfillment thereof-

(A) if such transaction is, is of the character of, or is commonly 
known to the trade as, a "wash sale", "cross trade", or "accom­
modation trade", or is a fictitious sale; 

[(B) if such transaction is, is of the character of, or is com­
monly known to the trade as, a "privilege", "indemnity", "bid", 
''offer", "put", "call", "advanced guaranty", or "decline guaranty", 
or] 

(B) if such transaction involves any commodity specifically set 
forth in section 92(a) of this Act, prior to the enactmmlt of the 
Commodity Futures Trading Commission Act of 1.97 4. and if such 
transaction is of the character of, or is commonly known to the 
trade as, an "option", "privilege", "indemnity", "bid", "offer", 
"put", "call", "advance guaranty", or "decline quaranty", or 

(C) if such transaction is used to cause any price to be reported, 
registered, or recorded which is not a true and bona fide price. 

Nothing in this section shall be construed to prevent the exchange 
of futures in connection with cash commodity transactions or of fu­
tures for cash commodities, or of transfer trades or office trades if 
m·ade in accordance with board of trade rules applying to such trans­
actions and such rules shall not have been disapproved by the [Secre­
tary of Agriculture] Commission. Nothing in this section or section 
4b shall be construed to impair any State law applicable to any trans­
action enumerated or described in such sections. 

(b) No. person shall offer to enter into, or confirm the execution of, 
any transaction subject to the provisions of subsection (a) of this sec­
tion involving any commodity regulated under this Act, but not spe­
cifically set forth in section 92 (a) of this Act, prior to the enactment of 
the Commodity Futures Trading Commission Act of 197 4, which is of 
the character of, or is commonly known to the trade as, {]jn "option", 
"privilege", "indemnity", "bid", "offer", "put", "call", "advance guar­
anty", or "decline guaranty", contrary to any rule, regulation, or order 
of the Commission prohibiting any such transaction or allmving any 
such transaction under such terms and conditions as the Commission 
shall prescribe u•itkin one year after the effective date of the Com­
modity Futures Trading Commission Act of 1974: Provided, That any 
such order, rule, or regulation may be made only after notice and 
opportunity for hearing: And provided further, That the Cmnmission 
may set different terms and conditions for different markets. 

SEc. 4d. It shall be unlawful for any person to engage as futures 
commission merchant in soliciting orders or accepting orders for the 
purchase or sale of any commodity for future delivery, or involving 
any contracts of sale of any commodity for future delivery, on or sub­
ject to the rules of any contract market unless-

( 1) such person shall have registered, under this Act, with the 
[Secretary of Agriculture] Commission as such futures commis­
sion merchant and such registration shall not have expired nor 
been suspended nor revoked ; and 



63 

(2) such person shall, whether a member or nonmember of a 
contract market, treat and deal with all money, securities, and 
property received by such person to margin, guarantee, or secure 
~he trades or contracts of any customer of such person, or accru­
mg to such customer as the result of such trades or contracts, as 
belonging to such customer. Such money, securities, and property 
shall be separately accounted for and . shall not be commingled 
with the funds of such commission merchant or be used to margin 
or guarantee the trades or contracts, or to secure or extend the 
credit, of any customer or person other than the one for whom 
the same are held: Provided, however, That such money, securi­
ties and property of the customers of such futures commission 
merchant may, for convenience, be commingled and deposited in 
the same account or accounts with any bank or trust company or 
with the clearinghouse organization of such contract market, 
and that such share thereof as in the normal course of business 
shall be necessary to margin, guarantee, secure, transfer, adjust, 
or settle the contracts or trades of such customers or resulting mar­
ket positions, with the clearinghouse organization of such con­
tract market or with any member of such contract market, may 
be withdrawn and apphed to such purposes, including the pay­
ment of commissions, brokerage, interest, taxes, storage and other 
charges, la wfnlly accruing in connection with such contracts and 
trades: Provided, further, That such money may be invested in 
obligations of the United States, in general obligations of any 
State or of any political subdivision thereof, and in obligations 
fully guaranteed as to principal and interest by the United States, 
such investments to be made in accordance with such rules and 
regulations and subject to such conditions as the [Secretary of 
Agriculture] 0 ommission may prescribe. 

It shall be unlawful for any person, includinp: but not limited to any 
clearing agency of a contract market and any depository, that has re­
ceived any money, securities, or property for deposit in a separate 
account ns provided in paragraph (2) of this section, to hold, dispose of 
or use any such money, securities, or property as belonging to the 
depositing futures commission merchant or any person other than the 
customers of such futures commission merchant. 

SEc. 4e. It shall be unlawful for any person to act as floor broker in 
executing any orders for the purchase or sale of any commodity for 
future delivery, or involving any contracts of sale of any commodity 
for future delivery on or subject to the rules of any contract market 
unless such person shall have registered, under this Act, with the 
[Secretary of Agriculture] Oommum(m as such floor broker and such 
registration shall not have expired nor been suspended nor revoked. 

SEc. 4f. ( 1) Any person desiring to register as futures commission 
merchant or as floor broker hereunder shall be registered upon applica­
tion to the [Secretary of Agriculture] Commission, which application 
shall be made in form and manner to be prescribed by the [Secretary 
of Agriculture] Commission, giving such information and facts as the 
[Secretary of Agriculture] Oommi8sion may deem necessa~ concern­
mg the business in which the applicant is or will be engaged mcluding, 
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in the case of applications of futures commission merchants, the names 
and addresses of the managers of all branch offices and of all corre­
spondents and agents engaged in soliciting or accepting on behalf of 
such applicants any orders for the purchase or sale of any commodity 
for future delivery on or subje~t to the rules of any board of trade, and 
including also the names of its officers and partners, if a partnership, 
and of its officers, directors, and stockholders, as the [Secretary of 
Agriculture] Commission may direct, if a corporation. Sw::,h person, 
when registered hereunder, shall likewise continue to report and fur­
nish to the [Secretary of Agriculture] Commission the above­
mentioned information and such other information pertaining to his 
business as the [Secretary of Agriculture] Commission may require. 
All registrations shall expire on the 31st day of December of the year 
for wh1ch issued, and shall be renewed upon application therefor unless 
the registration has been suspended (and the period of such suspension 
has not expired) or revoked after notice and hearing as prescribed in 
this Act. 

(2) Notwithstanding any other provisions of this Act, no person de­
siring to register as futures commission merchant shall be so registered 
unless he meets such minimum financial requirements as the [Secretary 
of Agriculture] Commission may by regulation prescribe as necessary 
to insure his meeting his obligations as a registrant, and each person 
so registered shall at all times continue to meet such prescribed mini­
mum financial requirements: Provided, That such minimum financial 
requirements will be considered met if the applicant for registration or 
registrant is a member of a contract market and conforms to minimum 
financial standards and related reporting requirements set by such 
contract market in its bylaws, rules, regulations or resolutions and ap­
proved by the [Secretary of Agriculture] Commission as adequate to 
effectuate the purposes of this paragraph ( 2). 

SEc. 4g. ( 1) Every person registered hereunder as futures commis­
sion me-rchant or floor broker shall make such reports as are required 
by the [Secretary of Agriculture] Commission regarding the trans­
actions .and positions of such person, and the transactions .and positions 
of the customers thereof, in commodities for future delivery on any 
board of trade in the United States or elsewhere; shall keep books and 
records pertaining to such transactions and positions in such form 
and manner and for such period as may be required by the [Secretary] 
Commission; and shall keep such books and records open to inspec­
tion by a:qy representl!-tive of the [United States Department of Agri­
culture] Commission or the United States Department of Justice. 

(2) Every ckaringh0'11.8e shall prepare a daily trading report in the 
form and manner which the Commission prescribes by rule. The daily 
trading report shall include-

( A) the time of each trade mad~ on the exchange that day; 
(B) the good, article, service, right, or interest 'Which is the 

subject of the contract; 
(c) the number o 1 futures contracts involved in each trade; 
(D) the pwe of the futures contract in each trade,: 
(E) the delivery month specified in the futures contrfWt in each 

trade; 
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(F) the iden#ficatiorn of the traders involved i'n each trade; 
and 

(G) any other information the Corh/n-..ission requires. 
(3) Daily trading reports shall be deli1Jered to the Commission at 

the time and place it designates. The Commission may disclose daily 
trading reports, or informatiorn from those reports, to the public if, 
in the determination of the Commission, disclosure will f•urther th:e 
regulati,on offutures trading. · · 

(4) Before the beginning of trading each day, the exchange shall 
make public the volume of trading on each type 01/ contract for the 
previous day and such other information as the Commission deems 
necessary in the public interest cmd prescribes by rule, order, or 
regulation. 

SEc. 4h. It shall be unlawful for any person-
(1) to conduct any office or place of business anywhere in the United 

States or its territories for the purpose of soliciting or accepting any 
orders for t_he purchas~ or sale of any commodity for future delivery, 
or for makmg or offermg to make any contracts for the purchase or 
sale of any commodity for future delivery, or for conducting any deal­
ings in commodities for future delivery, "that are or may be used for-

( A) hedging any transaction in interstate commerce in such 
commodity or the products or byprodncts thereof, or 

(B) determining the price basis of any such transaction in 
interstate commerce, or 

(C) delivering any such commodity sold, shipped, or received 
in interstate commerce for the fulfillment thereof, 

if such orders, contracts, or dealings are executed or consummated 
otherwise than by or through a member of a contract market; or · 

(2) falsely to represent such person to be a member of a contract 
market, or the representative or agent of such member, or to be a fu­
tures commission merchant registered under this Act, or the agent of 
such registered futures commission merchant, in soliciting or handling 
any order or contract for the purchase or sale of any commodity in 
interstate commerce or for future delivery, or falsely to represent in 
connection with the handling of any such order or contract that the 
same is to be or has been executed on, or by or through any member of, 
any contract market. 

SEc, 4i. It shall be unlawful for any person to make any contract 
for the purchase or sale of any commodity for future delivery on or 
subject to the rules of any contract market unless such person shall 
report or cause to be reported to the properly designated officer in 
accordance with the rules and regulations of the [Secretary of Agri­
culture] Commission (1) whenever such person shall directly or in­
directly make such contracts with respect to any commodity, or any 
future of such commodity, during any one day in an amount equal to 
or in excess of such amount as shall be fixed from time to time by the 
[Secretary of Agriculture] Commission; and (2) whenever such per­
son shall directly or indirectly have or obtain a long or short position 
in any commodity or in any future of such commodity, equal to or in 
excess of such amount as shall be fixed from time to time by the [Sec­
retary of Agriculture] Commission. Such person shall keep books and 
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records of all futures transactions and positions coming within the 
provisions of (1) and (2) hereof, and shall keep books and records of 
such cash or spot transactions in such commodity entered into, and 
inventories and purchase and sale commitments of such commodity 
held, in any month in which such person is required to make any report 
under the provisions of (1) or (2), as the [Secretary of Agriculture] 
Commission may require. Such books and records shall show complete 
details concerning all such transactions, positions, inventories and 
~ommitments, including the names and addresses of all persons having 
any interest therein, and shall be open at all times to inspection by any 
l"epresentative of the [United States Department of Agriculture] 
Commission or the United States Department of Justice. For the pur­
poses of this section, the futures and cash or spot transactions and 
positions of any person shall include such transactions and positions 
of any persons directly or indirectly controlled by such person. 

· SFc. 4?. (1) The Commis8ion .~hall within 8iw rnonths after the ef­
fecti1Je date of tile Commodity Futures Trading Commission Act of 
;1.97 4, and sub8eq1wntly 1nhen it determines that changes are re­
quired, make a determination, after notice and opportunity for hear­
in,q, whether or not a floor broker mwy trade for his own account or 
any account in 'l.l'hich such broker has trading discretion, and also ewe­
cute a custom,er's order for future delivery and, if the Commi8sion 
determines that snch trades and s1wh ewecutions shall be permitted, 
the Commission shall further determine the term8, conditions, and cir­
Cumstances under 1oh1~rh such trades and such ewecution8 shall be con­
ducted: Provided, That an11 such determination shall, at a mini­
mum, take into accoun.t the effect uvon the liq1tidity of trading of each 
market: And provided further, That nothing herein shall be con­
strued to prohibit the Commission from making separate determina­
tions for different contract markets 1ohen 8uch are warranted in the 
}u4gment of the Commis8ion, or to prohibit contract markets from set­
ting terms and conditions more restrictive than those set by the 
COmmission. · ·on The Oommis8ion ghall 'within six monthg after thp, effective 
date of the Com.modity F1dures Tradin,q Commi.~gion Art of 197 4, and 
snbseq1tently 1.ohen it determines that change8 are req1tired. make a 
determination, after notice and opportunity for hearing, whether or 
n.ot a future.Y commission merrhant may trade for its own account or 
wriy proprietary account. as defined by the Commission, and if the 
Oommissiondetermines that such trades ghall be permitted, the Corn­
mission shall further dPtermine the terms, conditions. and circ1lm­
$tanees 1tnder ;which 81.wh trades ghall be conducted: Provided, That 
any such determinf1tion. at a minimwn, shal7 take into account the effect 
<Jtpo,n the liquidity of tradinq of ea.ch market: And provided further, 
That nothing herein ghrdl be comtrued to nrohibit the Commigsion 
from making geparate ddermin.a#ons for different contract markets 
·whe'f? snch are warranted in the ,iudament of the Commis.sion, or to 
prohibit contract markets from getting terms and conditiong more 
restricti1•e than those set by the Commission. 
, SEc. 4k. (1) It shall be unlawful for anJt pe_rson to be associated 

withany futures coinmigsion merchant or 1.oith any agent of a futures 
commission merchant as a partner, officer, or employee (or any person 
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occupJ!ing a similar status of performing similar functions), in any 
capaczty which involves ( i) the solicitation or acceptance of custom­
ers' orders (other than in a clerical capacity) or ( ii) the supervision 
of any perso'n or persons so enga,ged, 'lllnless. such person shall have 
registered, under this Act, 'With the Commission and such registration 
Bhall not have expired nor been suspended (and the period of sus­
pension has not expired) nor revoked, and it shall be unlawful for any 
futures commission merchant or any agent of a futures commission 
merchant to permit such a person to become or remain associated 
10ith him in any stwh rapacity if such futu.res commission merchant or 
agent knew or should hrl/oe known that such pe1'8on was not so regis­
tered or that such re.rristration had expired, been S1t8pended (and the 
period of suspension has rwt expired) m· rP/ooked: Provided, That any 
i·ndi1)idU11l who is registered as a floor broker or fut1tres commission 
merchant (and .~uch regiBtration is not suspended or revoked) need not 
also register under these prm!isions. 

(ie) Any such person desiring to be registered shall make applica­
tion to the Commission in the form and manner prescribed by the 
Commission, giving such infoTmation and facts as the Commission 
may deem necessary concerning the applicant. Such person, when reg­
i8tered hereunder, shall likewise continue to report and furnish to the 
Commission such information a.~ the Commission may require. Such 
1'egi8tration shall expire t1co years after the effective date thereof, and 
shall be renewed upon application therefor unle8s the registration 
has been suspended (and the period of such suspemion has not ex­
pired) or revoked after notice and hearing as prescribed in section 
6 (b) of this Act: Provided, That upon initial registration, the effec­
tive period of such registration shall be set by the Commi8sion, not 
to exceed two years fTom the effecti't!e date thereof and not to be less 
than one year from the effective date thereof. 

BRr. 47. It is hereby found that the activities of commodity trading 
adm"sors and commodity pool operators are affected with a national 
public interest in that, among other things-

( 1) their advice, coun.<Jel, publications, writings, analyses, and 
reports are furnished and distributed, and their contracts, solici­
tations, subscriptions, agreements, and other arrangements with 
clients take place and are negotiated and performed by the use of 
the mails and other mean.<; and instrumentalities of interstate 
commerce: 

(ie) their ad1Jice, counsel, publications, writings, analyses, and 
reports customarily relate to and their operations are directed 
tmoard and cause the purchase and sale of commodities for future 
deliverJt on or subject to the rules .of contract markets; and 

(3) the foregoing transactions ocaur in such 1-•olume as to affect 
s1tbstantially tramactions on contract markets. 

8Rc. 4m. It shall be unlawful for any commodity trading advisor or 
commodity pool operator, unless registered under this Act, to make 
use of the mails or any means or imtrumen.tality of interstate com­
merce in connection with his business as such commodity trading 
advisor or commodity pool operator: Provided, That the provisions 
of thi.~ section shall not apply to any commodity trading advisor who, 
during the course of the preceding twelve months, has not furnished 
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commodity trading advice to nwre than fifteen persons and who does 
not hold himself out generally to the public as a commodity trading 
advisor. 

SEa. 4n. (1) Any commodity trading advisor or commodity poot 
operator, or any person who contemplates becoming a commodity trad­
ing advisor or commodity pool operator, may register under this Act 
by filing an application with the Commission. Such application shall 
contain such information, in stwh form and detail, as the Commission 
may, by rules and regulations, prescribe as necessary or appropriate 
in the public interest, including the following: 
· (A) the name and form of organization, including capital 

structure, under which the applicant engages or intends to en,qage 
in business,- the name of the State under the laws of which he 
is organized,- the location of his principal business office and 
branch offices, if any,- the names and addresses of all partners, 
officers, directors, and persons performin,q similar functions. or, 
if the applicant be an individual, of such individual,· and the 
number of employees,-

(B) the education, the business affiliations for the past ten 
years, and the present business affiliations of the applicant and 
of his partners, officers, directors, and persons performing similar 
functions and of any controlling person thereof.: 

(C) the nature of the business of the applicant, including the 
manner of giving advice and rendering of analyses or reports,­

(D) the nature and scope of the authority of the applicant 
with respect to clients' funds and accmtnts ,-

(E) the basis upon which the applicant is or tvill be compen­
sated,- and 

(F) such other information as the Commission may require 
to determine whether the applicant is qualified for registration. 

(2) Except as hereinafter provided, such registration shall become 
effective thirty days after the receipt of such application by the Com­
mission, or within such shorter period of time as the Commission nwy 
determine. 

(3) All registrations under this section shall expire on the 30th 
day of June of each year, and shall be renewed ttpon application 
therefor subject to the same requirements as in the case of an original 
application. 

( 4) (A) Every commodity trading advisor and commodity pool 
operator registered under this Act shall maintain books and records 
and file such reports in such form and JJWnner as may be prescribed 
by the Commission. All such books and records shall be kept for a 
period of at least three years, or longer if the Commission so directs, 
and shall be open to inspection by any representative of the Com­
mission or the Department of Justice. Upon the request of the Com­
mission, a registered commodity tradin,q advisor or commodity pool 
operator shall furnish the name and address of eMh client, subscriber, 
or participant, and submit samples or copies of all reports, letters, 
circulars, memorandums, publications, 'Writings, or other literature or 
advice distributed to clients, subscribmw, or participants, or prospec­
tive clients, subscribers, or participants. 



(B) Unless otherwise authorized by the Commission by rule or 
regulation, all commodity trading advisors a1l£l commodity pool oper­
ators shall '11Ulke a full and complete disclosure to their subscribers, 
clients, or participan~s of all futures market positions taken or held 
by the individual principals of their orrtanization. 

(5) Every comnwdity pool operator shall regularly furnish state­
ments of account to each participant in his operations. Such statements 
shall be in such form and manner as may be prescribed by the Commis­
sion and shall include complete information as to the current status 
of all trading accounts in which such participant has an interest. 

( 6) The Commission is authorized, without hearing, to deny regis, 
tration to any person as a comnwdity trading advisor or commodity 
pool operator if such person is subject to an outstanding order under 
this Act denying to such person trading privileges on any contract 
market, or suspending or revoking the registration of such person as 
a commodity trading advisor, commodity pool operator, futures com­
mission merchant, or floor broker, or suspending or expelling such 
person from membership on any contract market. 

(7) The Commission after hearing may by order deny registration, 
revoke or suspend the registration of any commodity trading advisor 
01' commodity pool operator if the Commission finds that such denial, 
revocation, or suspension is in the public interest and that-

(A) the operations of such person disrupt or tend to disrupt 
orderly marketing conditions, or cause or tend to cause sudden or 
unreasonable fluctuations or unwarranted changes in the prices 
of commodities; 

(B) tmch commodity trading advisor or commodity pool oper­
ator, or any partner, officer, director, person performing similar 
functwn, or controlling person thereof-

( i) has within ten years of the issuance of such order been 
convicted of any felony or misdemeanor involving the pur­
chase or sale of any comnwdity or security, or arising out of 
any conduct or practice of such commodity trading advisor 
or commodity pool operator or affiliated person as a com­
modity trading ad1Jisor or convmodity pool operator; or 

( ii) at the time of the issuance of such order, is perma­
nentl;y or temporarily enjoined by order, judgment or decree 
of any court of competent jurisdiction from acting as a com­
nwdity trading ad1,•isor, commodity pool operator, futures 
commission merchant, or floor broker, or as an affiliated per­
son or employee of any of the foreging, or from engaging in 
or continuing any conduct or practice in connection with any 
such acti1•ity or in connection 'with the purchase or sale of 
commodities or securities; or 

(C) any partner, officer, or director of such commodity trading 
advisor or commodity pool operator, or any person performing a 
similar function or any controlling person thereof is subject to an 
outstanding order of the Commission denying trading primile,qes 
on any contract ma1•ket to such person, or suspending or revoking 
the registration of such person as a commodity trading advism·, 
commodity pool operator, futures commission merchant, or floor 
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broker, or suspending or expelUng such person from membership 
on any contract market. 

SEc. 4o: (1) It shall be unlatvful for any commodity trading ad­
visor or commodity pool operator registered under this Act, by use of 
the mails or any means or instrumentality of interstate commerce, 
directly or indirectly-

(A) to employ any device, scheme, or artifice to defraud any 
client or participant or prospective client or participant; or 

(B) to engage in any transactio.n, practice, or. course of b~.iness 
1.vhich operates as a fraud or decezt upon any clzent or partzczpant 

· or prospectit'e client or participant. 
(2) It shall be unlawful for any commo1ity trading advisor or. com­

modity pool operator registered under thzs Act to represent or zmply 
in any manner whatsoever that he has been sponsored, recommended, 
or approved, or that his abilities or qualifications have in any respect 
been passed upon, by the United States or any agency or officer thereof: 
Provided, That this section shall not be construed to prohibit a state­
ment that a person is registered under this Act as a commodity trad­
ing advisor or commodity pool operator, if such statement is true in 
fact and if the effect of such registration is not misrepresented. 

SEc. 4p. The Commission may specify by rules and regulations ap­
propriate standards with respect to training, experience and such other 
qualifications as the Commission finds necessary or desirable to insure 
the fitness of futures commission merchants, floor brokers, and those 
persons associated with futures commission merchants orr floor brokers. 
In connection therewith, the Commission may prescribe by rules and 
r·egulations the adoption of written proficiency examinations to be 
given to applicants for registration as futures commission merchants, 
floor brokers, and those persons associated with futures commission 
merchants or floor brokers, and the establishment of reasonable fees 
to be charged to such applicants to cover the administration of such 
examinations. The Commission may further prescribe by rules and 
regulations that, in lieu of examinations administered by the Commis­
~don, contract markets may adopt written proficiency examinations to 
be given to applicants for registration as futures commission mer­
chants, floor brokers, and those persons associated with futures com­
mission merchants or floor brokers, and charge reasonable fees to such 
applicants to cover the administration of such examinations. Notwith­
standing any other provision of this section, the Commission may 
specify by rules and regulations such terms and conditions as it deems 
appropriate to protect the public interest wherein exception to any 
written proficiency examination shall be made with respect to individ­
uals 1.cho have demonstrated. through training and experience, the 
degree of proficiency and skill necessary to protect the interests of the 
cu8tomers of futures commi8sion merchants and floor brokers. 

SEc. fi. The [Secretary o£ Agriculture] Commission is hereby au­
thorized and directed to designate any board o£ trade as a "contract 
market" when, and only when, such board o£ trade complies with and 
carries out the following conditions and requirements: 

(a) ·when ·located at a terminal market where any cash commodity 
o£ the kind specified in the contracts o£ sale o£ commodities £or future 
delinry to be executed on such board is sold in sufficient volumes and 
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under such conditions as fairly to reflect the general value o£ the com­
modity and the differences in value between the various grades of such 
commodity, and where there is available to such board of trade official 
inspection service approved by the Secretary of Agriculture or the 
Commission for the purpose: Provided, That any board of trade not so 
located shall be designated as a "contract market" if such board of 
trade provides for the delivery of commodities on such contracts at 
a delivery point or points and upon terms and conditions approved by 
the [Secretary of Agriculture] Oomrn:ission. 

(b) When the governing board thereof provides for the making 
and filing by the board or any member thereof, as the [Secretary of 
Agriculture] Commission may direct, of reports in accordance with 
the rules and regulations, and in such manner and form and at such 
times as may be prescribed by the [Secretary of Agriculture] Com­
mission, showing the details and terms of all transactions entered into 
by the board, or the members thereof, either in cash transactions or 
transactions for future delivery consummated on or subject to the 
rules of a board of trade, and when such governing board provides, in 
accordance with such rules and regulations, for the keeping of a rec­
ord by the board or the members of the board of trade, as the [Secre­
tary of Agriculture] Commission may direct, showing the details and 
terms of all cash and future transactions entered into by them, con­
summated on or subject to the rules of a board of trade, such record to 
be in permanent form, showing the parties to all such transactions, in­
cluding the persons for whom made, any assignments or transfers 
thereof, with the parties thereto, and the manner in which said trans­
actions are fulfilled, discharged, or terminated. Such record shall be 
required to be kept for a penod of three years from the date thereof, 
or for a longer period if the [Secretary of Agriculture] Commission 
shall so direct, and shall at all times be open to the inspection of any 
representative of the [United States Department of Agriculture] 
Commission or United States Department of Justice. 

(c) ·when the governing board thereof provides for the prevention 
of dissemination by the board or any member thereof, of false or mis­
leading or knowingly inaccurate reports concerning crop or market 
information or conditions that affect or tend to affect the price of any 
commodity in interstate commerce. 

(d) When the governing board thereof provides for the prevention 
of manipulation of prices and the cornering of any commodity by the 
dealers or operators upon such board . 

(e) When the governing board thereof does not exclude from mem­
bership in, and all privileges on, such board of trade, any duly author­
ized representative of any lawfully formed and conducted cooperative 
association of producers having adequate financial responsibility which 
is engaged in any cash commodity business, if such association has 
complied, and agrees to comply, with such terms and conditions as 
are or may be imposed lawfully on other members of such board: 
Provided, That no rule of a contract market shall forbid or be con­
strue?- t? forb~d the return on a patronage basis by such cooperative 
associatiOn to Its bona fide members of moneys collected in excess of 
the expense of conducting the business of such association. 



(f) When the governing board provides for making effective the 
final orders or decisions entered pursuant to the provisions of para­
O"raph (b) of section 6, and the orders issued pursuant to the provisions 
~f section 5a of this Act, and for compliance in all other respects with 
the requirements applicable to such board of trade under this Act. 

(g) When such board of trade denwnstrates that transactions for 
future delivery in the commodity Jor which designation as a contract 
market is sought will not be contrary to the public interest. 

SEc. 5a. Each contract market shall-
(1) promptly furnish the [Secretary of Agriculture] Commis­

sion copies of all bylaws, rules, regulations, and resolutions made 
or issued by it or by the governing board thereof or any commit­
tee, and of all changes and proposed changes therein ; 

(2) keep all books, records, minutes and journals of proceed­
ings of such contract market, and its governing board, committees, 
subsidiaries, and affiliates in a manner that will clearly describe 
all matters discussed by such contract market, governing board, 
committees, subsidiaries and affiliates and reveal any action taken 
in such matters, and allow inspection at all times by any author­
ized representative of the [United States Department of Agri­
culture] Commission or United States Department of Justice of 
all such books, records, minutes and journals of proceedings. Such 
books, records, minutes and journals of proceedings shall be kept 
for a period of three years from the date thereof, or for a longer 
period if the [Secretary of Agriculture] Commission shall so 
direct; 

( 3) require the operators of warehouses in which or out of 
which any commodity is deliverable on any contract for future 
delivery made on or subject to the rules of such contract market, 
to make such reports, keep such records and permit such ware­
house visitation as the [Secretary of Agriculture] Commission 
may prescribe. Such books and records shall be required to be 
kept for a period of three years from the date thereof, or for a 
longer period if the [Secretary of Agriculture] Commission shall 
so direct, and such books, records, and warehouses shall be open 
at all times to inspection by any representative of the [United 
States Department of Agriculture] Commission or United States 
Department of Justice; 

( 4) when so directed by order of the [Secretary of Agricul­
ture] Commission, provide for a period, after trading in contracts 
of sale of any commodity for future delivery in a delivery month 
has ceased, during which contracts of sale of such commodity for 
future delivery in such month may be satisfied by the delivery 
of the actual cash commodity. 

1Vhenever, after due notice and opportunity for hearing, the 
[Secretary of Agriculture] Commission finds that provision for 
such a period of delivery for any one or more commodities or 
markets would prevent or tend to prevent "squeezes" and mar­
ket congestion endangering price stability, [he] it shall, by 
order, require such period of delivery (which shall be not less than 
three nor more than ten business days) applicable to such com­
modities and markets as [he] it finds will prevent or tend to pre-
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final orders or decisions entered pursuant to the provisions of para­
araph (b) of section 6, and the orders issued pursuant to the provisions 
~f section 5a of this Act, and for compliance in all other respects with 
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sion copies of all bylaws, rules, regulations, and resolutions made 
or issued by it or by the governing board thereof or any commit­
tee, and of all changes and proposed changes therein ; 

(2) keep all books, records, minutes and journals of proceed­
ings of such contract market, and its governing board, committees, 
subsidiaries, and affiliates in a manner that will clearly describe 
all matters discussed by such contract market, governing board, 
committees, subsidiaries and affiliates and reveal any action taken 
in such matters, and allow inspection at all times by any author­
ized representative of the [United States Department of Agri­
culture] Co-mmi8sion or United States Department of Justice of 
all such books, records, minutes and journals of proceedings. Such 
books, records, minutes and journals of proceedings shall be kept 
for a period of three years from the date thereof, or for a longer 
period if the [Secretary of Agriculture] Co-mmission shall so 
direct; 

(3) require the operators of warehouses in which or out of 
which any commodity is deliverable on any contract for future 
delivery made on or subject to the rules of such contract market, 
to make such reports, keep such records and permit such ware­
house visitation as the [Secretary of Agriculture] Commis8ion 
may prescribe. Such books and records shall be required to be 
kept for a period of three years from the date thereof, or for a 
longer period if the [Secretary of Agriculture] Co-mmission shall 
so direct, and such books, records, and warehouses shall be open 
at all times to inspection by any representative of the [United 
States Department of Agriculture] Co-mmission or United States 
Department of Justice; 

( 4) when so directed by order of the [Secretary of Agricul­
ture] Commission, provide for a period, after trading in contracts 
of sale of any commodity for future delivery in a delivery month 
has ceased, during which contracts of sale of such commodity for 
future delivery in such month may be satisfied by the delivery 
of the actual cash commodity. 

vVhcnever, after due notice and opportunity for hearing, the 
[Secretary of Agriculture] Commission finds that provision for 
such a period of delivery for any one or more commodities or 
markets would prevent or tend to prevent "squeezes" and mar­
ket congestion endangering price stability, [he] it shall, by 
order, require such period of deli very (which shall be not less than 
three nor more than ten business days) applicable to such com­
modities and markets as [he] it finds will prevent or tend to pre-
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vent such "squeezes" and market congestion: Provided, however, 
That such order shall not apply to then existing contracts; 

( 5) require the party making delivery of any commodity on 
any contract of sale of such commodity for future delivery to 
furnish the party obligated under the contract to accept delivery, 
written notice of the date of delivery at least one business day 
prior to such date of delivery. Whenever, after due notice and op­
portunity for hearing, the [Secretary of Agriculture] Commis­
sion finds that the giving of longer notice of delivery is necessary 
to prevent or diminish unfair practices in trading in any one or 
more commodities or markets, [he] it shall by order require such 
longer notice of delivery (which shall be not more than ten busi­
ness days) applicable to such commodities and markets as [he] it 
finds will prevent or diminish unfair practices: Provided, how­
wuer, That such order shall not apply to then existing contracts; 

( 6) require that all contracts of sale of any commodity for 
future delivery on such contract market shall provide for the 
delivery thereunder of commodities of grades conforming to 
United States standards, if such standards shall have been offi­
cially promulgated[;] and adopted by the Commission; 

(7) require that receipts issued under the Uni'ted States ·ware­
house Act (U.S.C., 1934 eel., title 7, sees. 241-273) shall be ac­
cepted in satisfaction of any futures contract, made on or subject 
to the rules of such contract market, without discrimination and 
notwithstanding that the warehouseman issuing such receipts is 
not also licensed as a warehouseman under the laws of any State 
or enjoys other or different privileges than under State law: 
Provided, however, That such receipts shall be for the kind, qual­
ity, and quantity of commodity specified in such contract and that 
the warehouse in which the commodity is stored meets such rea­
sonable requirements as may be imposed by such contract mar­
ket on other warehouses as to location, accessibility, and suit­
ability for warehousing and delivery purposes: And provided 
further, That this subsection shall apply only to futures contracts 
for those commodities which may be delivered from a warehouse 
subject to the United States Warehouse Act; 

(8) enforce all bylaws, rules, regulations, and resolutions, made 
or issued by it or by the governing board thereof or any commit­
tee, which relate to terms and conditions in contracts of sale to be 
executed on or subject to the rules of such contract market or 
relate to other trading requirements, and which have [not been 
disapproved by the Secretary of Agriculture pursuant to para­
graph (7) of section Sa] been approved by the Commission pur­
suant to paragraph ( 113) of section 5a of this Act; and revoke and 
not enforce any such bylaw, rule, regulation, or resolution, made, 
issued, or proposed by it or by the governing board thereof or any 
committee, which has been [so] disapproved by the Commission; 
[and] 

(9) enforce all bylaws, rules, regulations, and resolutions made 
or issued by it or by the governing board thereof or by any com­
mittee, which provide minimum financial standards and related 
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reporting requirements for futures commission merchants who 
are members of such contract market, and which have been ap­
proved by the [Secretary of Agriculture] Comnviss·ion[.]; 

(10) permit the delivery of any commodity, on contracts of 
sale theT·eof for future delivery, of such grade or grades, at such 
po.int or points and at such quality and locational price differ­
entials as will tevd to pre1,erd or diminish price manipulat?:on, 
market congestion, or the abnormal nw1•ement of such commodity 
in interstate commerce. If the Commission after investigation 
finds that the rules and regulations adopted by a contract market 
permitting delivery of any commodity on contracts of sale thereof 
for fnture delhJery, do not accomplish the ob.fectives of this sub­
section, then the Commission shall notify the contract market of 
its finding and afford the contract marA~et an opportunity to make 
appropriate changes in such rules and regulations. If the contract 
market within seventy-five days of such notification fails to make 
the changes which in the opinion of the Cornmission m~e necessary 
to accomplish the objectives of this subsection, then the Cmnmis­
sion after granting the contract market an opportunity to be 
heard, may change or supplement such rnles and regula.tions of 
the contract market to achieve the ab(rue objectives: Provided, 
That any order issued under this paragraph shall not apply to 
contracts of sale for future delivery in any months in which con­
tracts are currently outstanding and open: And pr01:ided fur­
ther, That JW requirement for an additional delivery point or 
points shall be promulgated following hearings until the con­
tract market aff'ected has had notice and opportunity to file em­
ceptions to the proposed order determining the location and num­
ber of such deli?•ery point or points; 

(11) provide a fair and equitable procedure through arbitra­
tion or otherwise for the settlement of customers' claims and griev­
ances against any member or employee thereof: Provided, That 
( i) the use of such procedure by a customer shall be voluntary, 
( ii) the procedure shall not be applicable to any claim in emcess 
of $15.000, (iii) the procedure shall not result in any compulsory 
payment emcept as agreed upon between the parties, and ( iv) the 
term "customer" as used in this sJ,tbsection shall rwt include a fu­
tures commission merchant or a floor broker; and 

(112) emcept as otherwise provided in this subsection, submit to 
the Commission for its approval all bylaws, rules, regulations, and 
resolutions made or issued by such contract market, or by the 
governing board thereof or any committee thereof which relate 
to terms and conditions in contracts of sale to be emecuted on or 
subject to the rules of such contract market or ·relate to other 
trading requirements emcept those relating to the setting of levels 
of margin. The CommiSsion shall approve, within thirty days of 
their receipt unless the Commission notifies the contract market 
of its inability to make such determination 1vithin such period of 
time, such bylaws, rules, regulations, and resolutions upon a deter­
mination that such bylaws, roles, regulations, and resolutions are 
not in violation of the provisions of this Act or the regulations of 
the Cmnmi8sion and thereafter the Commission shall disappr01}e, 
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after appropriate notice and opportunity for hearing, any bylato, 
rule, regulation, or resolution which the Commission finds at any 
time is in violation of the provisions of this Act or the regulations 
of the Commission. In the event of an emeTgency requir·ing imme­
diate action, the contmct market by a two-thirds vote of its gov­
erning board may place into immediate effect without prior Com­
mission approval a rule dealing with such emergency if it notifies 
the Commission of such action with a complete explanation of the 
emergency int•olved. The Oornmission may adopt a regulation 
exempting enumerated types of contract m(Jrket operational and 
administrative rules from the requirement that they be submitted 
to the Commission for its approval. 

SEc. 5b. The failure or refusal of any board of trade to comply with 
any of the provisions of the Act, or any of the rules, regulations, or 
orders 'Of [the Secretary of Agriculture or] the Commission there­
under, shall be cause for suspending for a period not to exceed six 
months or revoking the designation of such board of trade as a "con­
tract market" in accordance with the procedure and subject to the 
judicial review provided in paragraph (a) of section 6 of this Act. 

SEc. 6. Any board of trade desiring to be designated a "contract 
market" shall make application to the (Secretary of Agriculture] 
CorMnission for such designation and accompany the same with a 
showing that it complies with the above conditions, and with a suffi­
cient assurance that it will continue t? comply with the above require­
ments. In the event of a refusal to designate as a "contract market'' anv 
board of trade that has made application therefor, such board of trade 
shall be afforded an opportunity for a hearing before the Commission, 
"·ith the right to appeal an adverse decision after such hearing to the 
court of appeals as provided for in other cases in paragraph (a) of 
this section. 

(a) The Commission is authorized to suspend for a period not to 
exceed six months or to revoke the designation of any board of trade 
as a "contract market" upon a showing that such board of trade is not 
enforcing or has not enforced its rules of government made a condition 
of its designation as set forth in section 5 of this Act or that such 
board of trade. or any director, officer, agent, or employee thereof. 
otherwise is violating or has violated any of the provisions of this Act 
or any of the rules, regulations, or orders of [the Secretary of Agri­
culture or] the Commission thereunder. Such suspension or revoca­
tion shall only be after a notice to the officers of the board of trade 
affected and upon a hearing: Provided, That such suspension or revo­
cation shall be final and conclusive, unless within fifteen days after 
sueh suspension or revocation by the Commission such board of trade 
appeals to the court of appeals for the circuit in which it has its prin­
cipal place of business, by filing with the clerk of such court a written 
petition praying that the order of the Commission be set aside or 
modified in the manner stated in the petition, together with a bond in 
such sum as the court may determine, conditioned that such board of 
trade will pay the costs of the proceedings if the court so directs. The 
clerk of the court in which such a petition is filed shall immediately 
cause a copy thereof to be delivered to [the Secretary of Agriculture, 
who shall thereupon notify the other members of] the Commission 
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and file in the court the record in such proceedings, as provided in sec­
tion 2112 of title 28, United States Code. The testimony and evidence 
taken or submitted before the Commission, duly filed as aforPsaid as 
a part of the record, shall be considered by the court of appeals as the 
evidence in the case. The proceedings in such cases in the court of ap­
peals shall be made a preferred cause and shall be expedited in every 
way. Such a court may affirm or set aside the order of the Commis­
sion or may airect it to modify its order. No such order of the Com­
mission shall be modified or set aside by the court of appeals unless it 
is shown by the board of trade that the order is unsupported by the 
weight of the evidence or was issued without due notice and a reason­
able opportunity having been afforded to such board of trade for a 
hearing, or infringes the Constitution of the United States, or is be­
yond the jurisdiction of the Commission. 

(b) H the [Secretary of Agriculture] Commission has reitson to 
believe that any person (other than a contract market) is manipulating 
or attempting to manipulate or has manipulated or attempted to ma­
nipulate the market price of any commodity, in interstate commerce, 
or for future delivery on or subject to the rules of any contract market, 
or has willfully made any false or misleading statement of a material 
fact in any registration application or any report filed with the [Sec­
retary of Agriculture] Commission under this Act, or willfully 
omitted to state in any such application or report any material fact 
which is required to be stated therein, or otherwise is violating or has 
violated any of the provisions of this Act or of the rnlPs, reg·ulations, 
or orders of [the Secretary of Agriculture or] the Commission tlwre­
under, [he] it may serve upon such person a complaint stating [his] 
its charges in that respect, which complaint shall have attached or shall 
contain therein a notice of hearing, specifying a day and place not 
less than three days after the service thereof, requiring such person 
to show cause why an order should not be made prohibiting him from 
trading on or subject to the rules of any contract market, and directing 
that all contract markets refuse all trading privileges to such person, 
until further notice of the [Secretary of Agriculture] Commission, 
and to show cause why the registration of such person, if registered as 
futures commission merchant or any person associated there1oith riB 

desrribed in section 4k of this Act, commodity trading rul1Jiso1', com­
modity pool operator, or as floor broker hereunder, should not be sus­
pended or revoked. Said hearing may be held in Washington, District 
of Columbia, or elsewhere, before the [Secretary of Agriculture] 
rommission or before [a referee] an Administrati1)e Law Judqe des­
ignated by the [Secretary of Agriculture] Commission, which {ref­
eree] Administrative Law Judge shall cause all evidence to be reduced 
to writing and forthwith transmit the same to the [Secretary of 
Agriculture] Commis8ion. For the purpose of securing effective en­
forcement of the provisions of this Act, and for the purpose of any 
investigation or proceedings under this Act, the provisions, including 
penalties, of the Interstate Commerce Act, as amended and supple­
mented ( 49 U.S.C. 12), rPlating to the attendance and testimony of 
witnPsses and the production of documentary evidence, are made ap­
plicable to the power, jurisdiction, and authority of [the Secretary of 
Agriculture (or any person designated by him),] the Commission, and 
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any [referee] Administrative La'w Judge designated pursuant to the 
provisions of this Act, and to any person subject thereto. Upon evidence 
received, the [Secretary of Agriculture] Commission may prohibit 
such person from tradmg on or subject to the rules of any" contract 
market and require all contract markets to refuse such person all trad­
ing privileges thereon for such period as may be specified in the order, 
and, if such person is registered as futures commission merchant or 
any person associated therewith as described in section 4k of this Act, 
commodity trading advisor, commodity pool operator, or as floor 
broker hereunder, may suspend, for a period not to exceed six months, 
or revoke, the registration of such person[.], and may assess such per­
son a civil penalty of not more than $100,000 for each such violation. 
Notice of such order shall be sent forthwith by registered mail or by 
certified mail or delivered to the offending person and to the governing 
boards of said contract markets. After the issuance of the order by the 
[Secretary of Agriculture] Commission, as aforesaid, the person 
against whom it is issued may obtain a review of such order or such 
other equitable relief as to the court may seem just by filing in the 
United States court of appeals of the circuit in which the petitioner is 
doing business a written petition, within fifteen days after the notice of 
such order is given to the offending person, praying that the order of 
the [Secretary of Agriculture] Commission be set aside. A copv of 
such petition shall be forth with transmitted by the clerk of the court to 
the [Secretary of Agriculture] Commission and thereupon the [Sec­
retary of Agriculture] Commission shall file in the court the record 
theretofore made, as provided in se~tion 2112 of Title 28, United States 
Code. Upon the filing of the petition the court shall have jurisdiction 
to affirm, to set aside, or modify the order of the [Secretary of Agricul­
ture] Commission, and the findings of the [Secretary of Agriculture] 
Commission, as to the facts. if supported by the weight of evidence, 
shall in like manner be conclusive. 

(c) I£ any person (other than a contract market) is manipulating 
or attempting to manipulate or has manipulated or attempted to ma­
nipulate the market price of any commodity, in interstate commerce, 
or for future delivery on or subject to the rules of any contract market, 
or otherwise is Yiolating or has violated any of the provisions of this 
Act or of the rules, regulations, or orders of [the Secretary of Agricul­
ture, or] the Commission thereunder, the [Secretary] Commission 
may, upon notice and hearing, and subject to appeal as in other cases 
provided for in paragraph (b) of this section, make and enter an order 
directing that such person shall cease and desist therefrom, and, if such 
person thereafter and after the lapse of the period allowed for appeal 
of such order or after the affirmance of such order, shall fail or refuse 
to obey or comply with such order, such person shall be guilty of mis­
demeanor and, upon conviction thereof, shall be fined [not less than 
$500 nor more than $10,000]not more than $100,000, or imprisoned 
for not less than six months nor more than one year, or both, except 
that if such failure or refusal to obey or comply with such order in­
volves any offense within paragraph (a) or (b) of section 9 of this 
Act, such person shall be guilty of a felony and, upon ('Onviction 
thereof. shall be subject to the penalties of said paragraph 9 (a) or 
9 (b) : Provided, That any such cease and desist order against any 
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re.spo~dent in any case o£ manipulation o£, or attempt to manipulate 
the pn_ce o£ any c:ommodity shall be issued only in conjunction with ad 
order Issued 3;gamst _such resp~ndent under section 6 (b) o£ this Act. 
Each day durmg winch such £a1lure or refusal to obey or comply with 
sueh order continues shall be deemed a separate offense. 

(d) In dete1"lnining the amount of the money penalty assessed 
under paragraph (b) of this section, the Commission shall consider, 
in the case of a person 'whose primary business involves the use of the 
commodity futures market~the appropriateness of such penalty to 
the size of the business of the person charged, the extent of such per­
son's ability to continue in business, and the gravity of the violation; 
and in the case of a person whose primary business does not involve 
the use of the commodity futures nwPket-the app1'opriateness of such 
JJenalty to the net worth of the person charged, and the gravity of the 
violation. If the offending person upon whom such penalty is imposed, 
after the lapse of the period allowed for appeal or after the affi1"1nance 
of 8uch penalty, shall fail to pay such penalty the Commission shall 
refer the matter to the Attorney General1oho shall recover such pen­
alty by action in the appropriate United States district court. 

SEc. 6a. (1) No board o£ trade which has been designated as a "con­
tract market" shall exclude from membership in, and all privileges on, 
sueh board o£ trade, any association or corporation engaged in cash 
commodity business having adequate financial responsibility which 
is organized under the cooperative laws o£ any State, or which has 
been re.-ognized as a cooperative association o£ producers by the United 
States Government or by any agency thereof, i£ such association or 
corporation complies and agrees to comply with such terms and con­
ditions as are or may be imposed lawfully upon other members o£ such 
board, and as are or may be imposed lawfully upon a cooperative as­
soeiation o£ producers engaged in cash commodity business, unless 
sueh board o£ trade is authorized by the Commission to exclude such 
association or corporation £rom membership and privileges after hear­
ing held upon at least three days' notice subsequent to the filing o£ 
complaint by the board o£ trade: Provided, however, That i£ any such 
association or co_rporation shall £~il to meet its obligations with any 
established clearmg house or clearmg agency o£ any contract market, 
such association or corporation shall be ipso £acto debarred £rom fur­
ther trading on such contract market, e;xcept such ~ra;ding as may be 
necessary to close open trades and to discharge ex1stmg contracts in 
accordance with the rules o£ such contract market applicable in such 
cases. Such Commission may prescribe that such association or cor­
poration shall have and retain membership and privileges, with or 
without imposing conditions, or it may permit such board o£ trade 
immediately to bar such association or corporation £rom membership 
and privileges. Any order o£ said Commission entered hereunder shall 
be reviewable by the court o£ appeals £or the circuit in which such 
association or corporation, or such board o£ trade, has its principal 
place o£ business, on written petition either o£ such association or 
corporation, or o£ such board o£ trade, under the procedure provided 
in paragraph (a) o£ section 6 o£ this Act, but such order shall not be 
stayed by the court pending review. . _ 
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(2) No rule of any board of trade designated as a contract market 
shall forbid or be construed to forbid the payment of compensation on 
a commodity-unit basis, or otherwise; by any federated cooperative 
association to its regional member-associations for services rendered 
or to be rendered in connection with any organization work, educa­
tional activity, or procurement of patronage, provided no part of any 
such compensation is returned to patrons (whether members or non­
members) of such cooperative association, or of its regional or local 
member-associations, otherwise than as a dividend on capital stock 
or as a patronage dividend out of the net earnings or surplus of such 
federated cooperative association. 

[SEc. 6b. I£ any contract market is not enforcing or has not enforced 
its rules of government made a condition of its designation as set forth 
in section 5 of this Act, or if any contract market, or any director, of­
ficer, agent, or employee of any contract market otherwise is violating 
or has violated any of the provisions of this Act or any of the rules, 
regulations, or orders of the Secretary of Agriculture or the Commis­
sion thereunder, the Commission may, upon notice and hearing and 
subject to appeal as in other cases provided for in paragraph (a) of 
section 6 of this Act, make and enter an order directing that such con­
tract market, director, officer, agent, or employee shall cease and desist 
from such violation, and if such contract market, director, officer, 
agent, or employee thereafter and after the lapse of the period allowed 
for appeal of such order or after the affirmance of such order, shall fail 
or refuse to obey or comply with such order, such contract market, 
director, officer, agent, or employee shall be guilty of a misdemeanor 
and, upon conviction thereof, shall be fined not less than $500 nor more 
than $10,000 or imprisoned for not less than six months nor more than 
one year, or both. Each day during which such failure or refusal to 
obey such order continues shall be deemed a separate offense.] 

SEc. 6b. If any contract market is not enforcing or has not enforeed 
its rules of government m,ade a condition of its designation as set 
forth in seetion 5 of this Aet, or if any contract market, or any 
direetor, officer, agent, or employee of any aontract market otherwise 
is violating or has violated any of the provisions of this Aet or any 
of the rules, regulations, or orders of the Commission thereunder. 
the Commission may, upon notice and hearing and subject to appeal 
as in other cases provided for in paragraph (a) of section 6 of this 
Act, make and enter an order directing that sueh eontract market, 
director, offieer, agent, or employee shall cea8e and desist from such 
1-•iolation, and assess a civil penalty of not more than $100,000 for 
each such violation. If such contract market, director, officer, agent, 
or employee, after the entry of sueh a cease and desist order and the 
lapse of the period allowed for appeal of such order or after the 
affirmance of such order, shall fail or refuse to obey or comply with 
such order, such contract market, director, officer, agent, or employee 
shall be guilty of a misdemeanor and, upon conviction thereof shall 
be fined not more than $100,000 or imprisoned for not less th~n siw 
m~nths nor more than one year, or both. Each day du.ring which such 
.fazlure or refusal to obey such cease and desist order continues shall 
be deemed a separate offense. If the offending eontract market or other 
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per8on upon ·whom such penaJ,ty is bnposed, after the lapse of the 
period allowed for appeal or Jtfter the affirmance of such penalty, 
shall jail to pay such penalty, the Commission, shall refer the matter 
to the Attorney General who shall recover such penalty by action 
in the appropriate United 8tates district court. In determining the 
amount of the money penalty assessed under this section, the Com­
mission shall consider the appropriateness of such penalty to the net 
worth of the offending person and the gravity of the offense, and in 
the case of a contract market shall further consider ivhether the 
amount of the penalty will materially impair the contract mm·ket's 
ability to ca'rry on its operations and duties. . 

8Ec. 6o. -whenever it shall appear to the Commission that any con­
tract market or other person has engaged, i8 engaging, or is about to 
engage in any act or practice constituting a violation of any provi8ion 
of this Act or any rule, regulation, or order thereunder, or is restrain­
ing trading in any commodity for future delivery, the Commi8sion 
may bring an action in the proper district court of the United 8tates 
or the proper United 8tates court of any territory or other place sub­
ject to the jumdiction of the United 8tates, to enjoin such act or prac­
tice, or to enforce compliance with thi8 Act, or any rule, regulation or 
order thereunder, and said courttt shall have jurisdiction to entertain 
such actions: Provided, That no restraining order or injunction for 
violation of the prmJi8ions of this Act shall be issued em parte by said 
Court. Upon a proper showing, a permanent or temporary injunction 
or restraining order shall be granted without bond. Upon application 
of the Commission, the district courts of the United 8tates and the 
United 8tates courts of any tm'Titory or other place subject to the juri8-
diction of the United 8tates shall also have jumdiction to issue writs 
of mandamus, or orders affording like relief, commanding any person 
to comply with the provisions of this Act or any rule, regulation, or• 
order of the Comtmi8sion thereunder, including the req·uirement that 
such person take such action as i8 necessary to remove the danger of 
violation of thi8 Act or any s·uoh rule, regulation, or order: Providf:d, 
That no such writ of mandamus, or order affording like relief, shall be 
i8sued em parte. Any action under this section may be brought in the 
district wherein the defendant i8 found or i8 an inhabitant or transacts 
business or in the district where the act or practice occu1'1'ed, i8 occur­
ring, or is about ot occur, and process in 8uch cases may be ser,ved in 
any district in which the defendant i<J an inhabitant or wherever the 
defendant may be found. 

SEc. 7. Any board of trade that has been designated a contract mar­
ket in the manner herein provided may have such designation vacated 
and set aside by giving notice in writing to the [Secretary of Agri­
culture] Commission requesting that its designation as a contract 
market be vacated, which notice shall be served at least ninety days 
prior to the date named therein as the date when the vacation of desig­
nation shall take effect. Upon receipt of such notice the [Secretary of 
Agriculture] Commi8sion shall forthwith order the vacation of the 
designation of such board of trade as a contract market, effective upon 
the day named in the notice, and shall forthwith send a copy of the 
notice and [his] its order to all other contract markets. From and 
after the date upon which the vacation became effective the said board 
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of trade can thereafter be designated again a contract market by 
making application to the [Secretary of Agriculture] Commissum in 
the manner herein provided for an original a:pplication. 

SEc. 8. For the efficient execution of the provisiOns of this Act, and in 
order to provide information for the use of Congress, the [Secretary 
of Agriculture] Commission may make such investigations as J;he] it 
may deem necessary to acertain the facts regarding the operatiOns of 
boards of trade and other persons subject to any of the provisions of 
this Act, whether prior or subsequent to the enactment of this Act, and 
may publish from time to time, in [his] its discretion, the result of 
such investigation and such statistical information gathered therefrom 
as [he] it may deem of interest to the public, except data and infor­
mation which would separately disclose the business transactions of 
any person and trade secrets or names of customers: Provided, That 
nothing in this section shall be construed to prohibit the [Secretary of 
Agriculture] Commission from making or issuing such reports as [he] 
it may deem necessary relative to the conduct of any board of trade or 
of the transactions of any person found guilty of violating the pro­
visions of this Act under the proceedings prescribed in section 6 of this 
Act: Provided further, That the [Secretary of Agriculture] Commis­
sion in any report may include the facts as to any actual transaction. 
The [Secretary of Agriculture] Commissum, upon [his] its own initia­
tive or in cooperation with existing governmental agencies, shall 
investigate marketing conditions of commodities and commodity prod­
ucts and byproducts, including supply and demand for these com~ 
modities, cost to the consumer, and handling and transportation 
charges. [He] It shall likewise compile and furnish to producers, con­
sumers, and distributors, by means of regular or special reports, or by 
such methods as [he] it may deem most effective, informatiOn respect­
ing the commodity markets, together with information on supply, 
demand, prices, and other conditions in this and other countries that 
affect the markets. 

Notwithstanding the foregoing provisions of this section or of any 
other law, the [Secretary of Agriculture] Commission may, in [his] 
its discretion, from time to time disclose and make public the names 
and addresses of all traders on the boards of trade on the commodity 
markets with respect to whom the [Secretary] Commission has infor­
mation, and any other information in the possession of the [Depart­
ment of Agriculture] Commission relating to the amount of commodi­
ties purchased or sold by each such trader; and when requested by any 
committee of either House of Congress, acting within the scope of its 
jurisdiction, shall furnish to such committee and make :public the 
names and addresses of all traders on such boards of trade w1th respect 
to whom the [Secretary] Commission has information, and any other 
information m the possession of the [Department .of Agriculture] 
Commission relating to the amounts of commodities purchased or sold 
by each such trader; and when requested by any department or agency 
of the Executive Branch of the Government of the United States, 
acting within the scope of its jurisdiction, may, in [his] its discretion, 
furnish to such department or agency any information. in the posses­
sion of the [Department of Agriculture] Commission obtained in con­
nection with the administration of this Act: Provided, however, That 
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information so furnished to any such department or agency shall not be 
disclosed by such department or agency except in any action or proceed­
ing under the laws of the United States to which it, or the [Secretary 
of Agriculture] C01nmission, or the United States is a party. 

The Commission shall submit to the Congress a written report 
within one hundred and twenty days after the end of each fiscal year 
detailing the operat-ions of the Comrni,ssion during such fiscal year. 
The Commission shall include in such 1'eport such information, data, 
and recommendations for further legislation as it may deem advisable 
with respect to the administration of this Act and its powers and 
functions under this Act. 

The Comptroller General of the United States shall conduct re­
views and audits of the Commission and make reports thereon. For the 
purpose of conducting such revietos and audits the Comptroller Gen­
emlshall be furnished such information regarding the p(XIJ)ers, duties, 
organizatioruJ, transactions, operations, and activities of the Commis­
sion as he may require and he and his duly authorized representatives 
shall, for the purpose of securing such information, have access to and 
the right to ewamine any books, documents, papers, or records of the 
Commission ewcept that in his reports the Comptroller General shall 
not include data and information which would separately disclose the 
business transactions of any person and trade secrets or names of 
customers, although such data shall be provided upon request by any 
committee of either House of Congress acting within the scope of its 
jurisdiction. 

SEc. Sa The [Secretary of Agriculture] Commission is authorized-
( 1) to register futures commission merchants and persons as­

sociated therewith as described in section 4/o of this Act, com­
modity trading adt,isors, commodity pool operators, and floor 
brokers upon application in accordance with rules and regulations 
and in form and manner to be prescribed by the [Secretary of 
Agriculture] Commission; and 

(2) to refuse to register any person-
( A) if the prior registration of such person has been sus­

pended (and the period of such suspension shall not have 
expired) or has been revoked; 

(B) if it is found, after opportunity for hearing, that the 
applicant is unfit to engage in the business for which the ap­
plication for registration is made, ( i) because such applicant, 
or, if the applicant is a partnership, any general partner, 
or, if the applicant is a corporation, any officer or holder of 
more than 10 per centum of the stock, at any time engaged 
in any practice of the character prohibited by this Act or 
was convicted of a felony in any State or Federal court, or 
was debarred by any agency of the United States from con­
tracting with the United States, or the applicant willfully 
made any material false or misleading statement in his ap­
plication or willfully omitted to state any material fact in 
connection. with the application, or (ii) for other good cause 
shown; or 
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(C) in the case of an applicant for registration as futures 
commission merchant, i£ it is found after opportunity for 
hearing, that the applicant has not establishd that he meets 
the minimum financial requirements unde,r section 4f of this 
Act: 

Provided, That pending final determination under clause (B) or 
(C), registration shall not be granted: and Prm;ided further, 
That the applicant may appeaf from a refusal of registration 
under clause (B) or (C) in the manner provided in paragraph 
(b) of section 6 of this Act; and 

(3) in accordance with the procedure provided for in para­
graph (b) of section 6 of this Act, to suspend or revoke the re!Ps­
tration of any person registered under !his Act if cause exists 
under subparagraph (2) (B) or (C) which would warrant are­
fusal of registration of such person, and to suspend or revoke the 
registration of any futures commission merchant who shall know­
ingly accept any order for the purchase or sale of any commodity 
for future delivery on or subject to the rules of any contract mar­
ket from any person if such person has been denied trading privi­
leges on any contract market by order of the [Secretary of Agri­
culture] Oommi8sion under the provisions of paragraph (b) of 
section 6 of this Act and the period of denial specified in such 
order shaH not have expired; and 

( 4) to fix and establish from time to time reasonable fees and 
charges for registrations and renewals thereof; and 

( 5) to make and promulgate such rules and regulations as, in 
the judgment of the [Secretary of Agriculture] Oowrrt-i-Ssion, are 
reasonably necessary to effectuate any of the provisions or to ac-
complish any of the purposes of this Act; . 

( 6) to communicate to the proper committee or officer of any 
contra.ct market and to publish, notwithstanding the provisions of 
section 8 of this Act, the full facts concerning any transaction or 
market operation, including the names of parties thereto, which in 
the judgment of the [Secretary of Agriculture] Commission dis­
rupts or tends to disrupt any market or is otherwise harmful or 
against the best interests of producers and consumers; and 

[(7) to disapprove any bylaw, rule, regulation, or resolution 
made, issued or proposed by a contract market or by the govern­
ing board thereof or any committee which relates to terms and 
conditions in contracts of sale to be executed on or subject to the 
rules of such contract market or relates to other trading require­
ments, when he finds that such bylaw, rule, regula~ion, or resolu­
tion violates or will violate any of the provi~ions of this Act, or 
any of the rules,. regulations, or ordei:·s of the Secretary of Agri­
culture or the Commission thereunder.] 

( 7) to alter or supplement the ruleB of a contract market insofar 
as necessary or appropriate by rule or regulation or by order, if 
after making the appropriate request in writing to a contract 
m.a:rket that such contract market effect on itB own behalf 8pecified 
changes in its rules and practice8, and after appropnate notic~ 
and opportunity for hearing, the Oornmi8tnon determine8 that 
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such contract market has not made the changes ~so required, and 
that such changes are necessary or appropriate for the protection 
of persons producing, handling, processing, OT consuming any 
commodity traded for future delivery on such contract market, or 
the product or byproduct thereof, or for the protection of traders 
or to insure fair dealing in commodities traded for.future delivery 
on such contract market. Such rules, regulations, or orders may 
specify changes with respect to such matters as: 

(A) terms or conditions in contracts of sale to be executed 
on or subject to the rules of such contract market; 

(B) the form or manner of execution of purchases and sales 
for future delivery; 

(C) other trading requirements, excepting the setting of 
levels of margin; 

(D) safeguards with respect to the firwncial responsibility 
of members; 

(E) the manner, method, and place of soliciting business, 
including the content of such solicitation;s; and 

(F) the form and manner of handlinq, recording, and ac­
counting for customers' orders, transactions, and accounts; 
and 

(8) to make and promulgate such rules and regulations with re­
spect to those persons registered under this Act, who are not mem­
bers of a contract market, a:.s in the judgment of the Commission 
are reasonably necessary to protect the public interest and pro­
mote just and equitable principles of trade, including but not 
limited to the manner, method, and place of soliciting business, 
includin,q the content of such solicitation; and 

(9) to direct the contract market whenever it has reason to be­
lieve that an emergency exists, to take such action a.s, in the Com­
Jnission's judgment, is necessary to maintain or restore orderly 
trading in, or liquidation of, any futures contract. The term "emer­
gency" as used herein shall mean, in addition to threatened or 
actual market manipulations and corners, any act of government 
affecting a commodity or any other major market disturbance 
'which prevents the market from accurately reflecting the forces of 
supply and demand for such commodity and which, in the Com­
mission's judqment, will of itself have a qreater adverse impact on 
the market than th.e intervention action proposed pursuant to this 
subsection: Provided, That nothing herein shall be deemed to 
limit the meaning or interpretation given by a contract market 
to the terms "market emergency", "emergency", or equivalent 
language in its own bylaws, rules, regulations, or resolutions. 

SEc. 8b. It shall be unlawful for any person, against whom there is 
outstanding any order of the [Secretary of Agriculture] Commission 
prohibiting him from trading on or subject to the rules of any contract 
market, to make or cause to be made in contravention of such order, 
any contract for future delivery of any commodity, on or subject to 
the rules of any contract market. 

SEc. Be. (1) (A) Any exchange or the Commission if the exchange 
fails to act, may suspend, expel, or otherwise discipline any person who 
is a member of that exchange, or deny any person access to the ex-
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change. Any such action shall be taken solely in accordance with the 
rules of that exchange. 

(B) Any suspension, expulsion, disciplinary, or access denial proce­
dure established by an exchange rule shall provide for written notice 
to the Commission and to the person who is suspended, expelled, or 
disciplined, or denied access, within thirty days, which includes the 
reasons for the exchange action in the form and manner the Commis­
sion prescribes. Otherwise the notice and reasons shall be kept 
confidential. 

( 2) (A) Any person suspended, expelled, disciplined by an exchange 
or denied access to it is entitled to Commission review of that decision, 
pursuant to such regulations as the Commission, by rule, prescribes. 

(B) The Commission may, in its discretion, upon application of 
any person who is adversely affected by any other exchange action, 
review that action. 

(3) The Commission may affirm, modify, set aside, or remand any 
exchange decision it reviews pursuant to subsection (2), after a deter­
mination on the record whether the action of the exchange was in 
accordance with the policies of this Act. Subject to judicial review, 
any order of the Commission entered pursuant to subsection (2) shall 
govern the exchange, in its further treatment of the matter. 

(4) The Commission, in its discretion, may order a stay of any 
action taken pursuant to subsection (1) pending review thereof. 

( 5) Nothing in this section shall require any person to resort to the 
procedure set forth in subsection (2), or prohibit any person from 
seeking any other form of relief available to him under State or Fed­
eral law, or limit the liability of any person to suit by any State or 
Federal regulatory orprosecutorial agency. 

SEc. 9. (a) It shall be a felony punishable by a fine of not more than 
[$10,000] $100,000 or imprisonment for not more than five years, or 
both, together with the costs of prosecution, for any futures commis­
sion merchant, or any employee or agent thereof, to embezzle, steal, 
purloin, or with criminal intent convert to his own use or the use of 
another, any money, securities, or property having a value in excess 
of $100, which was received by such commission merchant to margin, 
guarantee, or secure the trades or contracts of any customer of such 
commission merchant or accruing to such customer as the result of such 
trades or contracts. The word "value" as used in this paragraph means 
face, par, or market value, or cost price, either wholesale or retail, 
whichever is greater. 

(b) It shall be a felony punishable by a fine of not more than 
[$10,000] $100,000 or imprisonment for not more than five years, or 
both, together with the costs of prosecution, for any person to manip­
ulate or attempt to manipulate the price of any commodity in inter­
state commerce, or for future delivery on or subject to the rules of any 
contract market, or to corner or attempt to corner any such commodity, 
or knowingly to deliver or cause to be delivered for transmission 
through the mails or in interstate commerce by telegraph, telephone, 
wireless, or other means of communication false or misleading or 
knowin~ly inaccurate reports concerning crop or market information 
or conditions that affect or tend to affect the price of any commodity in 
interstate commerce. 
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(c) Except as provided in paragraphs (a) and (b) of this section, 
it shall be a misdemeanor punishable by a fine o£ not more than 
[$10,000] $100,000 or imprisonment for not more than one year, or 
both, together with the costs of prosecution, for any person to violate 
the provisions of section 4, section 4a, section 4b, section 4c, section 4d, 
sectiOn 4e, section 4h, section 4i, section J,k, section J,m, section J,o, sec­
tion 17, or section 8b, or to fail to evidence any contract mentioned 
in section 4 of this Act by a record in writing as therein required. 

(d) It shall be a felony punishable by a fine of not more than 
$10,000 or imprisonment for not more than five years, or both, together 
with the costs of prosecution, for any Commissioner of the Commission 
or any employee or agent thereof, to participate, directly or indirectly, 
in any transaction in commodity futures or any transaction of the 
character of or 'which is commonly known to the trade as an "option", 
"privilege" "indemnity" "bid" "offer" "put" "call" "advance ' ' ' ' ' ' guaranty", or "decline guaranty", or for any such person to use in-
formation acquired by virtue of his employment or position and partic­
ipate, directly or indirectly, in any transaction in an actual commod­
ity: Provided, That such prohibition against any transaction in an 
actual commodity shall not apply to a transaction in which such person 
sells an agricultural commodity ~vhich he has prod1tced in connection 
with his own farming or ranching operations nor to any transaction 
in which he sells livestock which he has owned at least three months. 
·with respect to such excepted transactions, the Commission shall re­
quiJ'e any Commissioner of the Commission or employee or agent 
thereof ~vho participates in any such transaction to notify the Com­
mission thereof in accordance with such regulations as the Commis­
sion shall prescribe and the Commission shall make such information 
available to the public. 

(e) It shall be a felony punishable by a fine of not more than 
$10,000 or imprisonment for not more than five years, or both, together 
with the costs of prosecution-(1) for any Commissioner of the Com­
mission or any employee or agent thereof who, by virtue of his employ­
ment or position, acquires information which may affect or tend to 
affect the price of any commodity futures or commodity and which 
information has not been made public to impart such information with 
intent to assist another person, directly or indirectly, to participate in 
any transaction in commodity futures, any transaction in an actual 
commodity, or in any transaction of the character of or which is com­
monly known to the trade as an "option", "privilege", "indemnity", 
"bid", "offer", "put", "call", "advance guaranty", or "decline guar­
anty"; and (g) for any person to acquire such information from any 
Commissioner of the Commission or any employee or agent thereof and 
to use such information in any transaction in commodity futures, any 
transaction in an actual commodity, or in any transaction of the char­
acter of or which is commonly known to the trade as an "option", 
"privilege", "indemnity", "bid", "offer", "put", "call", "advance guar­
anty", or "decline guaranty". 

SEc. 10. If any provision of this Act or the application thereof to 
any person or circumstances is held invalid, the validity of the re-
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mainder of the Act and of the application of such provisions to other 
persons and circumstances shall not be affected thereby. 

SEc. 11. (Omitted) 
[SEc. 12. The Secretary of Agriculture may cooperat~ with a~y ~e­

partment or agency of the Government, any State, Terntory, Distnct 
or possession, or department, agency, or political subdivision thereof, 
or any person; and shall have the power to appoint, :emove,. and _fix 
the compensation of such officers and employees, not m conflict with 
existing law, and make such expenditures for rent outside the District 
of Columbia, printing, telegrams, telephones, law books, books of 
reference, periodicals, furniture, stationery, office equipment, travel, 
and other supplies and expenses as shall be necessary to the adminis­
tration of this Act in the District of Columbia and elsewhere, and 
there are hereby authorized to be appropriated, out of any moneys in 
the Treasury not otherwise appropriated, such sums as may be neces­
sary for such purposes.] 

SEc. 113. (a) The Commission may cooperate with any department or 
agency of the Government, any State, territory, district, or possession, 
or department, agenc7;, or political subdivision thereof, or any person. 

(b) The C ommi.~swn shall have the authority to employ such in­
vestigators, special experts, Administrative Law Judges, clerks, and 
other employees as it may from time to time find necessary for the 
proper performance of its duties and as may be from time to time 
appropriated for by Congress. The Commission may employ ewperts 
and consultants in accordance with section 3109 of title 5 of the United 
States Code, and compensate such persons at rates not in ewcess of the 
rnawimum daily rate prescribed for GS-18 under section 5332 of title 5 
of the United States Code. The Commission shall also have authority 
to make and enter into contracts with respect to all matters which in 
the judgment of the Commission are necessary and appropriate to 
effectuate the purposes and p1'ovisions of this Act, including, but not 
limited to, the rental of necessary space at the seat of government and 
elsewhere. 

(c) All of the ewpenses of the Commissioners, including all neces­
sary ewpenses for transportation incurred by them while on official 
business of the Commission. shall be allowed and paid on the presenta­
tion of itemized vouchers therefor approved by the Commission. 

(d) There are hereby authorized to be appropriated to carry ottt the 
provisions of this Act such sums as may be required for the fiscal year 
ending June 30, 1975, for the fiscal year ending June 30, 1976, for the 
fiscal year ending June 30, 1977, and for the fiscal year ending June 
30.1978. 

SEc. 13. (a) Any person who commits, or who willfully aids, abets, 
counsels, commands, induces, or procures the commission of, a viola­
tion of any of the provisions of this Act, or any of the rules, regula­
tions or orders issued pursuant to this Act, or who acts in combination 
or concert with any other person in any such violation, or who willfully 
causes an act to be done or omitted which if directly performed or 
omitted by him or another would be a violation of the provisions of 
this Act or any of such rules, regulations, or orders may be held re-
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sponsible in administrative proceedings under this Act for such viola~ 
tion as a principal. . 

(b) Nothing in this Act shall be construed as requiring [the Secre­
tary of Agriculture or] the Commission to report minor violations of 
this Act for prosecution, whenever it appears that the public interest 
does not require such action. 

SEc. 1ft-. (a) Any person complaining of any violation of any pro1-•i­
sion of this Act or any rule, regulation, or m·der thereunder by any 
person registered under section 4d, 4e, 4k, or 4m of this Act may, at 
any time within three years after the cause of action accrues, apply 
to the Commission by petition, which shall briefly state the facts, 
whereupon, if, in the opinion of the Commission, the facts therein con­
tained warrant such action, a copy of the complaint thus made shall 
be forwarded by the Com;mission to the respondent, who shall be called 
upon to satisfy the complaint, or to answm· it in writing, within a 
reasonable time to be prescribed by the Commission. 

(b) If there appear to be, in the opinion of the Commission, any 
reasonable grounds for investigating any complaint made under this 
section, the Com;mission shall investigate such complaint and may, if 
in its opinion the facts warrant such action, have said complaint served 
by registered mail or by certified mail or otherwise on the respondent 
and afford such person an opportunity for a hearing thereon before an 
Admilnistrative Law Judge designated by the Commission in any 
place in which the said person is engaged in business: Provided, That 
in complaints wherein the amount claimed as damages does not exceed 
the sum of $2,5()(), a hearing need not be held and proof in support of 
the complaint and in support of the respondent's answer may be sup­
plied in the form of depositions or verified statements of fact. 

(c) After opportunity for hearing on complaints where the damages 
claimed exceed the sum of $2,500 has been provided or waived and on 
complaints 'where damages claimed do not exceed the sum of $2,500 
not requimng hearing as prmJided herein, the Commission shall de­
ter·rnine whether or not the respondent has violated any provision of 
this Act or any rule, regulation, or order thereunder. 

(d) In case a complaint is made by a nonresident of the United 
States, the complainant shall be required, before any formal action 
i8 taken on hi8 complaint, to furni8h a bond. in double the amount of 
the claim conditioned upon the payrnent of costs, including a rea­
sonable attorney's fee for the respondent if the respondent slw,ll pre­
vail, and any reparation award that may be issued by the Commis­
sion against the complainant on any counte1·claim by respondent: 
Pro1-•,ided, That the Commi8sion shall have authority to waive the 
furnishing of a bond by a complainant 'who i8 a re.~ident of a country 
which permits the filing of a complaint by a re.~ident of the United 
States without the furnishing of a bond. 

(e) If after a hearing on a complaint made by any person under 
8Ub8ection (a) of this section, or without hearing as provided in 
8ubsections (b) and (c) of thi8 section, or upon failure of the party 
complained against to answer a complaint duly 8erved within the 
time prescribed, or to appear at a hearing after being duly notified, 
the Commi88ion deterrnine8 that the re8pondent has violated any 
provi8ion of thi8 Act, or any ntle, regulation, or order thereunder, 
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the Com;mission shall, umess the offender has already made repara­
tion to the person complaining, determine the amount of damage, 
if any, to which such person is entitled as a result of such violation 
and shall make an order directing the offender to pay to such person 
complaining such amount on or be fore the date fiwed in the order. 
If, after the respondent has filed his answer to the complaint, it ap­
pears therein that the respondent has admitted liability for a portion 
of the amonnt claimed in the complaint as damages, the Commission 
unde1· such rules and regulations as it shall prescribe, unless the 
respondent has already made reparation to the person complaining, 
may issue an order directing the respondent to pay to the complain­
ant the undisputed amount on or before the date fiwed in the order, 
leaving the respondent's liability for the disputed amount for sub­
sequent determination. The remaining disputed arrw1.mt shall be deter­
mined in the same manner and under the same procedure as it would 
have been determined if no order had been issued by the Commission 
with respect to the undisputed sum. 

(f) If any person against 'whom an moard has been made does not 
pay the reparation award within the tiJne specified in the Commis­
sion's order, the complainant, or any person for 'whose benefit s·nch 
order was made, may within three years of the date of the order file 
in the district court of the United States for the district in which he 
resides or in which is located the principal place of business of the 
respondent, or in any State court hnving general jurisdiction of the 
parties, a petition setting forth briefly the causes for which he clm:Jns 
damages and the order of the Commission in the premises. The orders, 
writs~ and processes of the district courts may in these cases run, be 
served, and be returnable anywhere in the United States. Such suit 
in the district court shall proceed in .all respects like other civil 8nits 
for damages, except that the findings and orders of the Commission 
shall be prima fade evidence of the facts therein stated and re-view~ 
able only for purposes of determining if s1..wh findings and orders 
are 8upported by substantial evidence. 1'he petitioner shall not be 
liable for costs in the district court, nor for costs at any subsequent 
state of the proceedings, unless they accJ'Ue upon his appeal. If the 
petitioner finally prevails, he shall be allowed a reasonable attorney's 
fee, to be taxed and collected as a pm·t of the costs of the suit. 

(g) Either pa,rty adversely affected by the entry of a reparation 
order by the Commission may, within thirty days from and after the 
date of such order, appeal theTefrom to the district court of the United 
States for the district in which said hearing was held: Provided, 
That in cases handled without a hearing in accordance with subsec­
tions (b) and (c) of this section or in which a heaTing has been waived 
by agree1nent of the parties, appeal shall be to the district cow·t of 
the United States for the district in which the appellee is located. 
Such appeal shall be perfected by the filing 'With the clerk of said 
court a notice of appeal, together with a petition in duplicate 1..ohich 
shall recite prior proceedings before the Commission and shall state 
the gTounds upon which the appeal is based, with proof of service 
thereof upon the adverse party, Such appeal shall not be effective 
unless within thirty days jJ·om and after the date of the reparation 
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order the appellant also files with the clerk a bond in double the 
amount of the reparation awarded against the appellant conditioned 
upon the payment of the judgment entered by the court, plus interest 
and costs, including a reasonable attorney's fee for the appellee, if 
the appellee shall prevail. Such bond shall be in the form of ca<Sh, 
negotiable securities having a market value at least equivalent to the 
amount of bond prescribed, or the undertaking of a surety company 
on the approved list of sureties issued by the Treasury Depart­
ment of the United States. The clerk of the court shall immediately 
forward a copy thereof to the Commis<Sion 'which shall forthwith pre­
pare, certify, and file in said court a true copy of the Commission's 
decision, findings of fact, conclusions, and order in said case, together 
with copies of the pleadings upon which the case 'Was heard and 
submitted to the Commission. Such suit in the di8trict court shall 
proceed in all respects like other civil suits for damages, except that 
the findings of fact and orders of the Commission shall be prima facie 
evidence of the facts therein stated and reviewable only for purpo:;ses 
of determining if such findings and orders are supported by substan­
tial evidence. The appellee shall not be liable for costs in said court. 
If the appellee prevails, he shall be allowed a reasonable attorney's 
fee to be taxed and collected as a part of his costs. Sttch petition and 
pleadings certified by the Commission upon which decision was made 
by it shall upon filing in the district court constitute the pleadinfJS 
upon which the trial shall proceed, subject to any amendment allowed 
in that court. 

(h) Unless the registrant against whom a reparation order has 
been issued shows to the satisfaction of the Commission within fifte,en 
days from the expiration of the period allowed for compliance with 
such order that he has either taken an appeal as herein authorized or 
has made payment in full as required by such order, he shall be pro­
kibited from trading on all contract markets and his registration shall 
be suspended automatically at the expiration of such fifteen-day 
period until he shows to the satisfaction of the Commission that he has 
paid the amount therein specified with interest thereon to date of pay­
ment: Provided, That if on appeal ,the appellee prevails or if the ap­
peal is dismissed the automatic prohibition against trading and sus­
pension of registration shall become effective at the expiration of 
thirty days from the date of judgment on the appeal, but if the judg­
ment is stayed by a court of competent .jurisdiction the suspension 
shall become effective ten days after the expiration of such stay, unless 
prior thereto the judgment of the court has been satisfied. 

( i) The provisions of this section shall not becorne effective until 
one year after the date of its enactment: Provided, That claims 'which 
arise within nine months immediately prior to the effective date of 
this section may be heard by the Commission after such one year 
period. · · 

SEc. 15. The Commission shall take into consideration the public 
1:nterest to be protected by the antitrust laws as well as the policies and 
purposes of this Act, and endeavor to talce the least antzcompetitive 
means of achieving the ob_jectives of this Act, in issuing any order or 
adopting any Commission rule or regulation, or in requiring or ap­
proving any bylaw, rule, or regulation of a contract market. 
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SEc. 16. (a) The Co'tnmission may conduct regular investigations of 
the markets for goods, articles, services, rights, and interests which are 
the subject of futures contracts, and furnish reports of the findings of 
these investigations to the public on a regular ba-sis. These market re­
ports shall, where appropriate, include information on the supply, de­
mand, prices, and other conditions in the United States and other 
countries with respect to such goods; articles~ services, rights, interests, 
and information respecting the futures markets. 

(b) The Comm'issionshall cooperate with any other Federal agency 
which makes market investigations to avoid unnecessary duplication 
of information-gathering activities . 

. (c) The Department of Agriculture, Department of State, De­
partment of Commerce, and any other government agency which has 
market information sought by the Commission shall furnish it to the 
Commission upon the request of any authorized employee of the Com­
mission. The Commission shall _abide by any rules of confidentiality 
applying to such information. 

(d) The Commission shall not disclose the names of individual 
companies. · . 

SEc.17. It is unlawful for a futures cmmmission merchant (or any 
employee thereof) to accept an order from any person to buy or sell 
any futures contract and for a commodity trading advisor to advise 
any person to buy or sell a futures contract unless he obtains a signed 
statement from such person, in such form as the Commission pre­
scribes, which states that the person understands the speculative na­
ture of j1dures contract trading, the high probability of loss of initial 
and later investments in futures contracts, and any other information 
the Commission prescribes. , 

SEc.18. (a) The Commission shall establish and ma:intain, as part of 
its ongoing operations, research and inforrnatwn programs to (1) 
determine the feasibility of trading by computer, and the expanded 
use of modern information system technology, electronic data process­
ing, and modern communication systems by commodity exchanges, 
boards of trade, and by the Commission itself for purposes of improv­
ing, strengthening, facilitating, or regulating futures tradinf! opera­
tions; (2) a8sist in the development of educational and other znforma­
tional materials regarding future8 trading for dissemination and use 
among producers, market u8er8, and the general public; and (3) carry 
out the general purpo;se8 of this Act. 

(b) The Comm:is8ion 8hall include in its annual reports to Congress 
plan8 and finding8 with respect to implementing this 8ection. 

SEc. 19. (a) In order to promote the use of forward contracting in 
the 8ale and purchase of agricultural commoditie8 (including live­
stock), the Commi88ion is authorized and directed to encourage and 
otherwise assist any insurance companies and other insurers which 
meet the requirements prescribed pursuant to this section to form, 
associate or otherwi8e join together in a pool to provide insurance 
coverage to protect the parties to any forward contract agaimst financiaJ, 
loss resulting from failure of the other party to comply with the terrms 
of the contract for future delivery: Provided, That no buyer or 8eller 
may be insured under this section with respect to any agricultural 
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commodity contracted for sale through a board of trade as defined in 
section 12 of this Act. 

(b) In order to promote the effective admini:stration of the forward 
contracting insurance program and to assure that the objectives of this 
section are furthered, the Commission is authorized to prescribe ap­
propriate requirements for insurance companies and other insurers 
participating in such pool including, but not limited to, minimum re­
quirements for capital or surplus or assets~ 

(c) The Commission is authorized to enter into agreements with the 
pool formed or otherwise created under this section to assume not more 
than 50 per centum of the loss suffered by such pool in any year in 
excess of premiums collected during the duration of the pool: Pro­
,vided, That the premium charged any insured shall not exceed 13 per 
centum of the total value of the contract being insured: Provided 
further, That the Commission shall from time to time negotiate with 
representatives of the pool to establish premiums which the Commis­
sion finds 'will provide profits to the members of the pool necessary to 
carry out the purposes of this section. 

(d) Any payments made by the Commission as provided in subsec­
tion (c) of this section shall be reimbursed from funds of the Com­
modity Credit Corporation. 



APPENDIX I 

SizE OF THE CoM~IODITY FuTURES BusDmss IN 1973 

During 1973, the number of futures transactions on U.S. commodity 
exchanges totalled 51,653,494 (both sides). 

The "dollar value" of the commodities is based on figures supplied 
by each commodity exchange on which those commodities were traded. 
The "dollar value" is a somewhat theoretical amount, because it is the 
value if deliveries were made on all contracts traded. Actual delivery 
is made on only a small percentage (possibly about 3%). • 

Estimated "value" of commodities traded 1 

Commodity: 1973 

Soybeans -------------------------------------------- $118, 846, 659, 000 
Silver ----------------------------------------------- 65, 866, 451, 800 
Corn------------------------------------------------- 54,194,089,800 
cattle ----------------------------------------------- 48, 591, 400, 562 
VVheat ----------------------------------------------- 41,077,600,200 
International AioneY----------------------------------- 36,830,000,000 
Soyt~an ~~------------------------------------------ 25,064,600,000 
Pork Bellies------------------------------------------ 28,805,410,190 
Soybean Aieal----------------------------------------- 18,458,800,000 
Copper----------------------------------------------- 13,559,116,680 
Live !Iogs-------------------------------------------- 18,389,728,997 
c~tton ----------------------------------------------- 12,898,000,000 
Sugar ----------------------------------------------- 11,617,898,530 
Eggs ------------------------------------------------- 8, 266, 058, 247 
Cocoa------------------------------------------------ 7,221,251,865 
Iced Broilers------------------------------------------ 5,079,500,000 
Cofiee ----------------------------------------------- 4,450,106,025 
Silver Coins------------------------------------------- 3,558,292,460 
Lumber---------------------------------------------- 2,758,502,.815 
Potatoes --------------------------------------------- 2,658,087,470 
Plywood--------------------------------------------- 2,598, 700,000 
Frozen Concentrated Orange Juice--------------------- 1,260,000,000 
Platinum--------------------------------------------- 1,210,888,140 
Oats------------------------------------------------- 1,144,251,000 
Propane---------------------------------------------- 250,000,000 
Coconut Oil------------------------------------------- 186,122,000 
Stud Lumber----------------------------------------- 101,500,000 
Frozen Boneless Beef---------------------------------- 74, 872, 914 
VVool ------------------------------------------------- 65,000,000 
Grain Sorghums~-------------------------------------- 44,696,052 
Palladium ------------------------------------------- 14, 365, 250 
Skinned IIams---------------------------------------- 268, 118 
Butter ----------------------------------------------- 268,914 
Mercury --------------------------------------------- 74, 100 

Total------------------------------------------ $520,181,456,079 
1 Not all of these commodities are presently regulated under the Commodity Exchange 

Aet. 

(93) 
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APPENDIX II 

CoMMODITIES PRESENTLY REGULATED UNDER THE CoMMODITY 
ExcHANGE AcT 

Barley 
Butter 
Corn 
Cotton 
Cottonseed 
Cottonseed meal 
Eggs . 
Fats and oils (including lard~ tal­

low, cottonseed oil, peanut oil, 
soybean oil, coconut oil and all 
other fats and oils) 

Flaxseed 
:Frozen concentrated orange juice 

Grain sorghums 
Irish potatoes 
Livestock 
Livestock products 
Mill feeds 
Oats 
Onions 
Peanuts 
Rice 
Rye 
Soybeans 
Soybean meal 
Wheat 
Wool 
Wool tops 

APPENDIX III 

CoMMODITIES CURRENTLY TRADED 'VHICH ARE NOT REGULATED UNDER 
THE CoJifMODITY ExcHANGE AcT 

Cocoa 
Coffee 
Copper 
Foreign currency : 

British Pound 
Canadian Dollar 
Deutschmark 
Dutch Guilders 
Japanese Yen 
Mexic:m Peso 
Swiss Franc 
Canadian Silver Coins 

Iced broilers 
Lumber 
Mercury 
Palladium 
Platinum 
Plywood 
Propane gas 
Silver 
Sugar 
Silver coins 
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APPENDIX IV 

COMMODITY FUTHRES CONTRACTS TRADED, 1969-73-!NCLUSIVE 

July I-June30 Per contract 1972-73 1971-72 1970-71 1969-70 1968-69 

Coro'--------------------------- 5,000 bu ....... 3,481,0~1 1,5~9.987 2,734,435 1,270,576 1,706,577 
Iced broHers ______________________ 28, 141,483 29, OOl 76,216 138, 581 16,590 
Live choice steers'--·----------··- 11 367 25,309 45,058 
Oats '···----------------·-c-..... 73,264 37.542 76, 482 10~.101 136,864 
Plywood......................... 274,533 146,914 180,295 15,098 ••••..••... 
Rye'---."·---------- .• _____ •.•.• 5,000 bu .............. ____ ............. 208 1.0, 802 · 25, 892 
Silver ............................ 5&00 oz....... 1, 217, 642 633,641 469, 7~2 103,929 .• c ....... . 
Soybean meafl ................... 1uu tonL..... 723, 40~ 41!!i.78:l 634,18t 717, 5tl~ 405,644 
Soybean oil•.-------------------- 60,000 lb...... 1. 636,8~5 1. 365, 58S 1. 464,212 1, 672,031 420, 41& 
Soybeans'-------------·--------- 5,000 bu....... 3, 649,635 3, 890, 3S4 2, 65l, 911 1. 27t, o13 932,815 
Whe~t '-------------------------- 5,000 bu ....... 1, 335,775 514,566 582,359 540,827 1, 119,659 
Stud lumber..................................... 6, 018 .......... _ ----- ... _ ................... : .. .... _ 

---------------------------~--Chicago Board of Trade ..................... 12,559,600 8,653,401 8,871,422 5,870,373 4.817 •. 525 

Corn' ....... : ................... 5,000 buc.~---- 56,072 7, 41! 13,832 9, 321 iO, 506 
Oats'-------------·--------·----- 5,000 bu...... 3,357 1,593 5Il 3,125 5;72~ 
Rye'----------- .... ----------- .. 5,000 bu .............. __ . ________ ...... 3 40¢ 2.53 
Silver. ........................... 5,000 oz....... 114.636 71. 128 35, 28'l 5, 535 3; 9'3~ 
Soybeans•.----------------------5,000bu ....... 79,185. 70,0<2 ·33,2.82. 15,454 9,936 
U.S. silver coins ................... $5,000... ..... 128, 133 10, 407 ·•----- ......... -------------- ... _ 
Wheat •-------------------------- 5,00() bu....... 47.082 · 7, Q83 · !U9l 18,604 29,489 

MidAmerica Commodity Ex· · 
change.................................. . 428,465 167,669 

======~-=====±==============~== 
Corn •-- ......................... 5,000 bu ....... , ............ ------·-·---------..... 57 
Gtainsorghurml .................. 280,0001b..... 2 · 40 · 433 2,2¢1 
Wheat• .......................... 5,000 bu .... -----~=--~3 __ 129,~_1_-~1,309 _______ ~1~:~ 

KansasCityBoardofTrade................. 402,165 129;911 201,7¢2 142,2-p J73,6n 
Corn'· .. ----------------~------- 5,000 bu................... 30 35 ........... : ..• : ..... :-::: 
Oats •-------------------'-------- 5.000 bu ......... , ........ ,............ _ ·4 ....... , ... ·c.···-------· 
Pork bellies, frozen'- ..... _ ....... 36,000 lb.................. 4, 574 1, {)57 _; ............. :~---- .. 
Rye'------------------------ .... 5,000 bu ............ ------------- .... _ ...... ____ ............... ·_ 34 
Wlleatt .......................... 5,000 bu....... 167,472 55, 393 53,765 41, 882 .§5,5l0 

New York Mercantile Ex· 
change.................................. 582,058 :nt,876 315,977 448,811 2SO 

See footnote at end of tnbl~. 
38-643-74--8 

======================~=== 



COMMODITY FUTURES CONTRACTS TRADED, 1969-73-1 NCLUSIVE-Continued 

July !-June 30 Per contract 

Coconut oil'---------------------- 60,000 lb .....• 
Shell eggs'----------------------- 22,500 doL •.. 

Pacific Commodity Exchange •••.•••••....... 

1972-73 1971-72 1970-71 1969-70 1968-69 

6, 150 --------------------------------------------- --
2,770 -----------------------------------------------

8, 920 -----------------------------------------------

Cotton No. L ..................... 50,000 lb.--------- ______ ••••••. _----------- ____ -------------.. 388 
Cotton No. L-----------'-------- 50,000 lb:..... 433,638 410,756 165,516 33,000 153,800 
Orange juice, frozen, concentrated'· 15,000 lb._____ 119,300 132,585 116,879 86,637 179,906 
Wool (old and new)'-------------- 6,000 lb....... 4, 811 3, 157 3, 756 4, 924 7, 859 
Wool top'------------------------ 5,000 lb ___ ------------------------ _ _ __ 40 83 103 
Propane .... --------------------- 100,000 gaL.. 3, 578 681 919 ---------------------- _ 
Tomato paste _____________________ 26,500 lb._________________ 257 65 -----------------------

New York Cotton Exchange 
and Assoc·------------------------------ 561, 327 547, 436 287,247 124,644 342, 056 

Cottonseed oill ___________________ 60,000 lb______ 6 ------------ 50 ------------ 38 
FishmeaL.---------------------· 100 tons_______ 10,361 51 311 695 861 
Foreign currenCY--------------------------------- 18, 417 24,766 3, 026 28 --------- __ 
Pepper_ _________________________ 11,200 lb__________________ 1,733 ------------ 5 5 
Pork bellies'--------------------- 18,000 lb__________________ 54 -----------------·-----. --------:- •. 

International Commercial 
Exchange .• ---------,------------------·==28~·=78=4===26~·=60=4===3='=38=7===7=2=8===9,04 

Cocoa.--------------------------- 30,000 lb______ 989,456 210,433 280,336 337,040 475,760 

New York Cocoa Exchange .•••• ------------------- 389,956 210,433 280,336 337,040 475,760 

Coffee "C"----------------------- 37.500 lb______ 19,980 94 175 -----------------------
Coffee "U"----------------------- 32,500 lb.----------------------------- 1 5 137 Molasses •••. __ .• ----- ____________ 40,000 gaL _____ • ______ • ____ . __ ---- ___ ------.______ 445 ____ . _ ••. __ 
Sugar No.8 world ••• ---·---------- 112,000 lb _______________ -------- ____ __ 76, 105 442,383 564,227 
Sugar tlo. 10--------------------- 112,000 lb..... ·22, 049 15,791 7, 132 15,044 9, 499 
Sugar No. 11-------------·------- 112,000 lb..... 1, 018,591 652,344 286,644 1, 710 -----------

New York Coffee and Sugar --------------- 1, 060,620 668,229 370,057 459,587 573,863 
Exchange. 

Copper·-------------------------- 25,000 lb______ 434,847 216,008 227,824 138,201 36, ~86 
Hides'--------------------------- 40,000 lb·-------------------------------------- _ __ 70 680 
'lead .• : •.. ---------------------- 60,000 lb"----------------------------- 18 56 233 
MercurY---------·--------------- 10 flasks.~---- 87 97 550 539 1,952 
Propane •••• -----------------·---- 100,000 gal_________________ 1 800 520 l, 624 
·Rubber ___ ----------------------- 22,400 lb •••• ------------------------------------__ 40 53 
Silver ••• ------------------------- 10,000 oz...... 1, 090, 679 619, 269 682,065 667,236 533,380 
Tin·----------------------------- 11,200 lb__________________ 2 37 103 254 
Zinc ____ ------ ___ .-----·-------. __ 6(),000 lb. ____ . ___ . ______ .. --------·_ .•• ____ ••• _ •• _ 29 129 

Commodity Exchange, Inc·------------------ 1, 525,613 835,377 911,294 806,794 574,791 
== Cocoa ____________________________ 15,000 lb...... 3, 929 6, 828 3, 719 -----------------------

Coffee. ___ --· .. ------ ___ .--------- ____ ._________ 1, 982 ------. ___ ------ ....... ---------------.-----. __ 
Copper •• ---------------------·-- 25,000 lb______ 5,118 5,545 ·2,103 ---·-------------------

8:,~~~~~~~~~~~~~~~~~~~~~ ~~~~==~= ~goc~~~~~~= ::.-----~~~~~- . ~~ ::::::::: :::::::::~:::::: :::::::::: 
Silver ••. ~-----·------------------ 5,000 oz.______ 118,603 54,338 28, 193 -----------------------
Silver coins·----------·-------~---- $5,000 _________________ ,__ 493 391 ----------------·------
Sugar ____________________________ 56,000 lb.----- 52, 015 24,748 3, 856 -----------------------

West Coast Commodity Ex· -·--··--------- 182,343 
change. 

93,323 38,262 -----------------------

Total all futurescontracts-------------------- 23,504, 598 15,582, 660 14, 443, 096 12,277,418 10,310.034 
Change from previous year-----·--------· +50.83 +7.89 +17.64 +19.08 +11.20 

(percent). 

1 Future contracts trading In 1972-73 regulated under the Commodity Exchange Act. 
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APPENDIX V 

NAMES AND ADDRESSES OF CoMMODITY ExcHANGES 

ACTIVE CONTRACT MARKETS 

Chicago Board of Trade, 141 ·west .Jackson Boulevard, Chicago, Illi­
nois 60604. 

Chicago Mercantile Exchange, 444 ·west Jackson Boulevard, Chicago, 
Illinois 60606. 

l\IidAmerica Commodity Exchange, 175 "\Yest Jackson Boulevard, 
Chicago, Illinois 60604. 

The Board of Trade of Kansas City, Missouri, Inc., 4800 Main Street, 
Suite 274, Kansas City, Missouri 64112. 

Minneapolis Grain Exchange, 150 Grain Exchange Building, Min­
neapolis, Minnesota 55415. 

Citrus Associates of the New York Cotton Exchange, Inc., 37 "Tall 
Street, New York, New York 10005. 

New York Cotton Exchange, 37 Wall Street, New York, New York 
10005. 

New York Mercantile Exchange, 6 Harrison Street, New York, New 
York 10013. 

1Y ool Associates of the New York Cotton Exchange, Inc., 37 Wall 
Street, New York, New York 10005. 

Pacific Commodities Exchange, Inc., P.O. Box 2227, San Francisco, 
California 94126. 

IN ACTIVE CONTRACT MARKET 

:Memphis Board of Trade Clearing Association, 1390 Channel Avenue, 
P.O. Box 13302, Memphis, Tennessee 38113. 

NONREGUL:ATED EXCHANGES 

Commodity Exchange, Inc., 81 Broad Street, New York, New York 
10004. 

New York Cocoa Exchange, Inc., 127 John Street, New York, New 
York 10038. 

New York Coffee & Sugar Exchange, 79 Pine Street, New York, New 
York 10005. , 

APPENDIX VI 

SPECUL..<\TIVE LIMITS ON PosiTioNs AND DAILY TRADING 

. Net P?Sition limits apply to the maximum ~et long or net short posi­
hon which any person may hold or control m any one commodity on 
any contract market. Daily trading limits apply to the maximum 



which a person may buy Oil' sell on·, any one business day in any one 
commodity on any one contract market. The Federal limits on net 
positions and daily trading which have been.set by the Commodity 
Exchange Commission are listed in Table 1. 

For some commodity futures contracts regulated under the Com­
modity Exchange Act and all unregulated contracts, there are no Fed­
eral speculative limits. For many of these contracts, however, the ex­
changes have established limits. Examples of some of the speculative 
limits established by the exchanges for regulated commodities are 
given in Table 2. Examples of some of the exchange limits for un­
regulated commodities are shown in Table 3. 

TABLEt-SPECULATIVE LIMITS ON POSITION )\'NO _DAILY TRADING lmDER THE COMMODITY EXCHANGE ACT 

Commodity. 

Wheat, oats, barley, flaxseed (bushels in 1 grain)_, ____ _ Rye (bushels) __________________________________ .. __ 
Corn, soybeans (bushels) ___ --- ___ .. _______________ .. 
Cotton (bales) __________________________________ • __ _ 
E ) 3 ___ --- _ c __________ ------------ ... c ••• 
p s): 

re ___ ---- __ ------- __________________ _ 

~~~~f~~~~e~: :::::::::::::::::::::::::::::::::: 
Other futures. _____________ .. ___ .. __ .... ______ __ 

Net or Daily tradin~ limits on pur· 
cbases or on sales in 1 market 

·All futures 
One futtlt'e combined 

2,800,000 • 2, 000,000 
500,000 500,000 : 

3, 000,000 3,000, 000 
• 30, 000 •• 30,000 

150 150 

t 150} 
• 350} 150 

150 
31)0 

One future 

2, 000,000 
500,000 

3, 000,000 
• ao, ooo 

150 

•150} 150 
150 
300 

All futures 
combined 

12, 000, 000 
500,000 

3,00~,000 
None 

150 

t3,000,000 bu if bu or more of total represent spreading or the closing of spr~adsin the same grain.between 
markets. · · · · ' · 

• Does not apply, except during delivery month, to trades or positions which represent straddling or the closing of strad­
dles between futures or markets. Limits do not apply to bona fide hedging transactions or positions. For complete informa­
tion see specific orders of the Commlilily Ellcha"ge Commls~ien' • ·-: 

• 1 carlot equals 22,500 doz. 
• 1 carlot equals 50,000 lb. 

TABLE 2.-EXAMPLES OF EXCHANGE SPJICtiiATIVE-LIMlTS' ON. ~OSil'IONS MD OAJLY TRADING iN REGUlATED 
COMMODITIES NOT COVERED BY ORDERS OF THE COMMODITY EXCHANGE COMMISSION 

Net (cosition limits 
. . coatraets) 

Daily trading limits 
(contracts) on ~urchases 

or on sa es 

Contract All futures All futures 
'Commodity units. , One fujur.e combined One future combined 

60,000 . " 320· 320 None None 
100 480 480 None 'None 

30,000 150 150 225 225 
' 3$,000. 

} ; 

150 } 
150 { 

150} 125 125 150 100 100 

30, ooh 
100 100 
300 750 450 1, 125 

36,000 

150 l 
2501· 

2251 
:I} 

150 225 • 
' 200 300 .· 375 

150· 225 
150' 225 

36,000 150 !50 225 225 
40,000 300 None 450 None 
42,000 300 None 450 None 

Chicago Board of Trade: .. · ~~~~==~ ~~;r~ions·.:::~::::::::::::::::~:::: 
Chicago Mercantile Exchange: 

Butter, lb. _________________ - ............. .. 

Froz~¥u~u;~: :::::::::::::::::::::: ::~::: 
Nov. future _________ --- _______ ------- __ 
Dec. future .... ____________ .. ______ ----. 

Live Jh~s~tu!~~:::::::: :::::::: :::::~ :::::: 
Frozen pork bellies, lb ..... _________________ _ 

Fab. future .... -----~-., __ -"· ___ ., __ ••••• 
_Mar. future ______ ... : _____ -~- ____ ---- .. _ 
May,flltUr«". --- _ --" --~••·' _. ~--.·'c. __ 
July future. _______ -----------_ ... ______ _ 
Aug. future. ________ .. ~' 4!~. '--·--- ~- '-Frozen skinned hams, lb ____________________ _ 

Live beef cattle,lb _________________________ _ 
Live feeder cattle,lb _____ .. --------- _______ _ 
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TABLE 3.-EXAMPLES OF EXi:HANGE SPECULATIVE LIMITS ON POSITIONS AND DAILY TRADING IN 
NONREGULATED COMMOOI:rl~ 

Net position ninits 

Contract All futures 

Daily trading limits .on 
purchases or on sales 

Commodity units One future combined One future 
All futures 
combined 

Chicago Board ofTrade: 

~~ev~~~~~~~~~=========== ==========: = t;ciy -~~;: · 
28,000 300 300 None None 

None 
None 
None 

5, 000 None None None 
Stud lumber-----·- __ •••••••••••• _ ••••• Ibm •• 100,000 300 300 None 
Plywood ___________ •••• ___ ••• __________ ft• .• 69, 120 100 100 None 

Chicago Mercantile Exchange: 
Lumber_ ___ ••• ______ •• _________ •• _ ••• Ibm •• 100,000 300 I, 000 600 2,000 

APPENDIX VII 

REQUIRED REPORTS ON TRADING ACTIVITY 

Each trader is required to file reports with the Commodity Ex­
change Authority when he holds or controls open contracts in any one 
future of any commodity on any one contract market equal t<;> or 
exceeding the following amounts : 
Commodity: 

VVheat ------------------------------------------- bushels __ 
Corn --------------------------------------------- bushels __ 
Oats --------------------------------------------- bush~ls __ 
ltye --------------------------------------------- bushels __ 
Barley ------------------------------------------- bushels--
Flaxseed ----------------------------------------- bus~els __ 
Soybeans ----------------------------------------- bushels __ 
Grain sorghums ----------------------------------- pounds __ 
Cotton --------------------------------------------- bales __ 
VVool --------------------------------------------- pounds--VVool tops _________________________________________ pounds __ 

Butter ------------------------------------------- carlots __ 
Eggs--shell --------------------------------------- carlots __ Frozen whole ___________________________ contract units __ 

Frozen plain whites _____________________ contract units __ 
Frozen plain yolks---------------------- contract units __ 

Potatoes ------------------------------------------ carlots--
Lard --------------------------------------------- pounds __ 
Tallow ------------------------------------------- pounds __ 
Cottonseed oil ------------------------------------ pounds-­
Soybean oil --------------------------------------- pounds-­
Cottonseed meal ------------------------------------- tons __ 
Soybean meaL--------------------------------------- tons __ 
Mill feeds-------------------------------------------- tons __ Live cattle __________________________________ contract units __ 
Cattle products _____________________________ contract units __ 
Live hogs ___ ~------------------------------ contract units __ 
Frozen pork bellies-------------------------- contr~ct ·units __ 
Frozen skinned hams ________________________ contract units--' 
Ilides ------------------------------------- contract units __ Frozen concentrated orange juice _____________ contract units __ 

APPENDIX VIII 

Qu~tntity 

. 200,000 
200,000 
200,000 
200,000 
200,000 
200,000 
200,000 

11,200,000 
. 5,000 

150,000 
~25,000 

25 
25 
25 
25 
25 
25 

1,000,000 
1,000,000 
1,500,000 
1,500,000 

2,500 
2,500 
1,000 

25 
25 
25 
25 
25 
25 
25 

ExAMPLES oF TYPICAL ExcHANGE LIMITS oN D~ILY PmcE 
FLUCTUATIONS 

In order to restrain the market's reaction to sudden, unusual or 
catastrophic developments that affect price immediately and sharply, 
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exchanges-in most cases-sets limits on how much a futures price can 
go up or down in one trading day. Such limits provide time for margin 
calls and a temporary breathing spell until traders can assess the 
situation which led to the substantial change in price. 

Limits on daily price fluctuations can cause problems, however. For 
example, when marketing conditions bring price increases in the cash 
market that are greater than those permitted on the futures markets, 
"shorts" may be locked into a market and unable to trade out their 
positions. Under these emergency conditions, exchange officials often 
mcrease the amount by which the daily futures price can change by 
changing the limit or removing the limit entirely. 

Examples of typical exchange limits on daily price fluctuations are 
as follows: 

Commodity wnd contraot market 

Chicago Board of 'l'rade: 1 

'Vheat ----------------------------------~----------­
Corn ----------------------------------------~------· 
Oats -----------------------------------------------­
Soybeans ---~---------------------------------------· 
Crude soybean oiL-----------------------------------Soybean meaL ____________________ . ___________ ._ ______ _ 

Plyvvood -------------------------------------------­
Stud lumber----------------------------------------­
Iced broilers-----------------------------------------
Silver ----------------------------------------------· 

Chicago Mer<.'Rntile Exchange : 
Eggs, u"""'--·· ---·--·---·---·----------·--
Eggs, >SW"U·-----·-------------------·---
}i'rozen 
Live 
Cattle, 
Cattle, feeder----------------------------------------
Turkey ---------------------------------------------· 
Boneless beef----------------------------------------· 
Milo ------------------------------------------------
Frozen skinned hams---------------------------------
Butter ----------------------------------------------
Lumber 
Potatoes, ~u.a.u•>----------

Nevv York Mercantile Exchange: 

Boneless ut'le.l.-----·---·----·------·-----------·----·------­
Plat'inum -------------------------------------------· Palladium _____________ :_ ____________________________ _ 

Silver coins _____________ ~----------------------------
]1\evv York Cotton Exchange: Cotton ______________________ _ 
Pacific Commodity Exchange: Coconut oiL ________________ _ 
Minneapolis Grain Exchange: 1 Wheat_ ___________________ _ 

Amount 
20¢ per bushel. 
10¢ per bushel. 
6¢ per bushel. 
20¢ per bushel. 
1e per lb. 
$10 per ton. 
$7 per 1,000 sq. ft. 
$5 per 1,000 bd. ft. 
$2 per 100 Ills. 
10¢ per oz .. 

1.5¢ per lb. 
2¢ per doz. 
1.5¢ per lb. 
1.5¢ per lb. 
1¢ per lb. 
H per lb. 
1.5¢per lb. 
1.5¢ per lb. 
15¢ per cwt. 
1.5¢ peJ;' lb. 
1.5¢ per lb. 
$5 per 1,000 bd. ft. 
• 35¢ per cvvt. 

• 50¢ per cwt. 
• 1.5¢ per lb. 
•• $15 per oz. 
• $4 per oz. 
• $100 per bag. 
• 2¢ per lb. 
•1¢ per lb. 
20¢ perbushel. 

1 These figures Indicate the limits which are oormally in effect for daily price fluctuations. 
Successive limit price moves in the same direction and for several contracts will bring 
about automatic percentage increases in the Umlt for that· particular <'Ommodity. The 
Increased !!mit wlll automatically revert to Its original level after designated periods of 
time or patterns of price behavior In the market. 

2 50¢ during last two trading days of delivery month. 
3 No llmit on last trading day. 
4 2¢ per lb. In the delivery month. 
5 Trades In any month shall not be made in any one day at an advance of more than 

$10 per ounce, above the lowest previous price of such month on that day or at a decline 
of' more than $10 per ounce, below the highest previous p;rll'll of such month on that day. 

• No llmit In delivery month on or after first notice day. 
• No limit In delivery month. · 
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APPENDIX IX 

GLossARY OF TERMS UsED IN CoMMODITY FuTUREs TRADING* 

BASIS-The difference between the price of the cash commodity 
and the price of a designated futures contract for that commodity. 
Some cash commodities are priced and traded in relation to futures 
prices. 

BROKER-One who executes the buy and sell orders of a customer 
for a commission. 

BUCKETING-Directly or indirectly taking the opposite side of 
a customer's order into the handling brokers own account or into an 
account in which he has an interest, without bona fide speculation on 
an Exchange. 

CASH COMMODITY-The physical or actual commodity as dis­
tinguished from the "futures." 

CONTRACT MARKET-Exchange or Board of Trade where 
futures contracts are traded and so designated by the Secretary of 
Agriculture under authority of the C. E. Act, Sec. 5. 

CLEARING HOUSE-The separate agency associated with a fu­
tures exchange through which futures contracts are offset or fulfilled 
and through which financial settlement is made (also CLEARING 
ASSOCIATION). 

CLEARING MEMBER-A member of the Clearing House or 
Association. Each clearing member must also be a member of the 
Exchange. Each member of the exchange, however, need not be a mem­
ber of the clearing association. If he is not, all of his trades must 
be registered and eventually settled through a clearing member. 

CLEARING PRICE-See SETTLEMENT PRICE. 
COMMERICAL-A company that merchandises or processes cash 

grain and other commodities. 
COMMISSION HOUSE-A firm that specializes in executing.buy­

ing or selling orders for customers in spot or cash and/or futures 
markets for a commission or does not itself deal in futures or actuals. 

CONTRACT GRADES_:_The grades of a commodity listed in the 
Rules of an Exchange as those that can be used to dehv.er against a 
futures contract. 

DAY ORDER-Orders that are placed for execution, if possible, 
during only one trading session. If the order cannot be executed that 
day, 1t is automatically canceled. 

DELIVERY-The tender and receipt of the actual (cash) com­
modity, or of warehouse receipts covering such commodity, in settle­
ment of a futures contract. 

DELIVERY MONTH-The specified month within which a fu-
tures contract matures and can be settled by delivery. . 

DIFFERENTIALS-The price differences between grades of a 
commodity. 

• Note: The inclusion of this glossary is intended for the convenience of Members of the 
Senate, their staff, and interested publlc. It is not, under any circumstances. to be deemed 
a set of legal definitions, nor a guide to interpretation of the present Act, li.R. 13113, or 
statements in the Committee report. 
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DISCRETIONARY ACCOUNT-An account for which buying 
and selling orders can be placed by a broker or other person, without 
the prior consent o:f the account owner for each such individual order; 
a blanket agreement having been initially granted by the account 
owner for such action, and requires an initial customer deposit of a 
minimum of $5,000 under present CBOT and C.M.E. Rules. 

DOUBLE HEDGING-As used by the CEA it implies a situation 
where a trader holds a long position in the futures market in excess 
of the speculative limit as an offset to a fixed price sale even though 
he has an ample supply of the commodity on hand to fill all sales 
commitments. 

FLOOR BROKER-One who is registered with the CEA as a 
Floor Broker who may or may not be a member of a futures commis­
sion merchant (a firm trading on the Exchange), and who executes. 
orders for others, himself, orthe futures commission merchant's house 
account. , . 

FLOOR TRADER-One who is employed by a futures commis­
sion merchant and who is not registered with the CE Auth. as Floor 
Broker, and who may execute only orders for the futures commission 
merchant's house account or for himself. 

FUTURES CONTRACT-Contracts for the purchase and sale of 
commodities for delivery some time in the future on an organized 
exchange and subject to all terms and conditions included in the Rules 
of that :Exchange. 

FUTURES COMMISSION MERCHANT-Individuals. asso­
ciations, partnerships, corporations and trusts engaging in soliciting 
or in accepting orders for the purchase or sale of any commodity 
for future delivery on and subject to the Rules of any contract market. 

HEDGE-Hedging is the sale of futures against the purchase of 
the cash commodity or its equivalent as protection against a price 
decline; or the purchase of futures against forward sales or anticipated 
requirements of the physical commodity as protection against a price 
advance. 

LIFE OF CONTRACT-The duration of the period ,in which 
trading can take place. In some cases this phrase is used to denote 
only the period already passed in which trading has already occurred. 
Example: "The life-of-contract high so far is $2.50." 

LONG-The buying side of an open futures contract. A long posi­
tion is subject to receipt of the cash commodity if it is not offset with 
a sale of a futures contract. 

INITIAL MARGIN-Customers' funds put up as security :for a 
guarantee of contract :fulfillment, and as defined by the Rules of the 
Exchange. 

MARGIN MAINTENANCE-Additional funds required to be 
deposited by customers as the price of the commodity bought or sold 
fluctuates, and as defined by the Rules of the Exchange. 

MARKET ORDER-An order to buy or sell a futures contrad 
at whatever price it is· obtainable at the time it is entered in the ring. 

MATURITY-The time at which the futures contract can be settled 
by delivery of the actual commodity; the period between first day and 
last trading day. 
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MEMBERS' RATE-The commission charge for the executing of 
an order for a person who is a member of and thereby has a seat on 
the exchange. It is less than the commission charged to a customer who 
does not have a seat on the exchange. A member who also belongs 
to the Clearing Association pays no commission for his trades. He 
just pays clearances and other fees. . 

NON-MEMBER TRADERS-Speculators and hedgers who trade 
on the Exchange through a member. 

OFFSET-Usually, the liquidation of a long or short futures posi­
tion by an equal and opposite futures transaction. Open positions can 
be offset at any time during the life of a futures contract. 

OMNIBUS ACCOUNT-An account which a member of one ex­
change has with, usually, a clearing member or another exchange and 
for which the first member is not required to disclose the names or 
other information concerning the one account, which actually repre­
sents the accounts of a number of customers of the first member. 

OPEN CONTRACTS, OPEN INTEREST-The obligation en­
tered into by a party to a futures contract either to buy or to sell 
the commodity specified. The obligation is "open" until it is settled by 
an offsetting transaction or by delivery. 

OPEN INTEREST-The number of contracts which remain to 
be settled. It is equal to either the number of long positions in a market 
or the number of short positions. Since it takes both a long and a 
short to make one contract, the number of longs and shorts in a market 
are always equal. 

OPTION-Commonly but incorrectly used to indicate a specific 
futures delivery month. 

PIT-The place on an Exchange trading floor designated for the 
execution of orders. 

POSITION-To be either long or short in the market. 
POSITION LIMIT-The maximum number of futures contracts 

one can hold under the Rules of the CEA. 
ROUND LOT-A full contract as opposed to the smaller job lot. 
ROUND TURN-The completion of both a purchase and an off­

setting sale, or a sale and an offsetting purchase. 
SCALPING-Trading for small gains, many times for less than a 

full cent profit. It usually involves establishing and liquidating a posi­
tion quickly, possibly within the same day. 

SETTLEMENT PRICE-The daily price established by the clear­
inghouse, usually the closing price, which is used to adjust variation 
margin payments between clearinghouse and its members. 

SHORT-The selling side of an open futures contract. A short posi­
tion is subject to making delivery of the cash commodity if it is not 
offset with the purchase of a futures contract. 

SOLICITOR-Customers' man assigned by a warehouse to obtain 
orders and give advice to clients. 
SPECULATO~A ~erson entering into futures contracts for any 

purpose other than hedging. 
SPOT PRICE-The price at which the physical commodity is 

selling. 
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SPREAD-( 1) The purchase of one futures contract against the 
sale of another contract in a different future, a different commodity, or 
a different market. (2) The price difference between two futures in 
the same or different markets. 

STRADDLE-The usually simultaneous purchase of one futures 
month and the sale of another either in the same or different com­
modity, or Exchange. 

TELEPHONE MAN-Man assigned to a telephone post on the 
floor of the Exchange, whose duty it is to represent the company by 
receiving and transmitting orders to the floor brokers or traders. 

TRADING LIMIT-The maximum price movement up or down 
permitted in one trading session under the Rules of an Exchange. 

VOLUME OF TRADE-The number of .transactions occurring 
during a specified period of time. It may be quoted as the number of 
contracts traded or in the total of physical units, such as bales or 
bushels, pounds or dozens. 

WASH TRADING-Entering into, or purporting to enter into, 
transactions for the purpose of giving the appearance that purchases 
and sales are being or have been made without actually taking a posi­
tion in the market. 



APPENDIX X 

SuMMARY OF THE PRESENT CoMMODITY ExCHANGE AcT, AS AMENDED 

Act 7 u.s.c. 

§ 1 § 1 

s 2<a> § 2 

§ 2(a) § 4 

Short title, "Commodity Exchange Act." 

Definitions: 
Person - plural or singular, inciudes individuals, 
--associations, partnerships, corporations, and 

trusts. 
Commodity - list of particular commodities subject 

to regulation. 
Future delivery - not to include any sale of any 

cash commodity for deferred shipment or 
delivery. 

Board of Trade - any exchange or association, 
incorporated or unincorporated, of persons 
engaged in buying or selling any commodity or 
receiving the same for sale on consignment. 

Interstate commerce - between any state, territory, 
or possession, or D. C., and any place outside 
thereof; or between .points within the same 
state, territory, or possession, or D. C., 
but through any place outside thereof, or 
within any territory or possession, or D. C. 

Cooperative association of producers - cooperative 
association not less than 50 percent owned 
·or controlled, directly or indirectly, by pro­
ducers of agricultural products and otherwise 
complying with the Capper-Volstead Act, and 
to include any organization acting for a 
group of such associations and owned or con 
trolled by them, and business done for the 
United States or any agency thereof is· not 
to be considered either member or non-member 
business for the purpose of determining 
compliance with the Capper-Volstead Act. 

Member of a contract market - to include owners 
or holders of membership or membership repre­
sentation on contract markets or holders of 
members' trading privileges on such markets. 

Futures commission merchant - one who solicits 
or accepts future delivery orders on contract 
markets and who accepts property (or extends 
credit) to margin or secure trades or contracts 
resulting from orders. 

Floor broker - one who executes, for others, 
orders on the market. 

Commission - the Secretaries of Agriculture and 
Commerce and the Attorney General, or their 
designees. 

Liability of principal for act of agent within 
the scope of his employment or office. 
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§ 2(b) § 3 

§ 3 

§ 4 § 6 

.§ 4a § 6a 

§ 4b t 6b 

§ 4c § 6c 

§ 4d § 6d 

§ 4e § 6e 

§ 4f(l) § 6f (1) 

§ 4f(2) § 6f(2) 

§ 4g § 6g 
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Transactions in interstate commerce--part of that 
current of commerce uaual in the commodity trade 
whereby commodity and commodity products and 
by-products thereof are sent from one state, with 
the expectation that they will end their transit, 
after purchase, in another. 

Finding that futures transactions are affected with 
a national public interest, and need for regulation 

,, for protection ·of interstate commerce and the 
national public interest therein. 

Prohibition of trading in· regulated commodities 
except on boards of trade designated as contract 
markets; record keeping requirements. 

Authority of the Commodity Exchange Commission 
to fix and proclaim limits on speculative futures 
trading. Paragraph (3) defines bona fide hedging 
transactions and positions not subject to such 
limits. Paragraph (4) provides that futures com­
mission merchants and floor brokers are subject to 
the limits only insofar as they deal for their 
own accounts. 

Prohibition against cheating, defrauding, false 
reports and records, deceit, bucketing, in 
connection with certain transactions. 

Prohibition against (A) wash sales, cross 
trades, accommodation trades, fictitious sales, 
(B) privileges, indemnities, bids, offers, 
puts, calls, advanced guaranties, decline 
guaranties, (C) transactions used to cause 
prices not true and bona fide prices, to be 
reported, registered, or recorded. 

Registration requirement for futures COmmission 
merchants; segregation requirement for customers' 
funds; provisions regarding use of customers' 
funds. 

Registration requirement for floor brokers. 

Provisions regarding application for registration 
as futures commission merchant, information to be 
supplied. 

Provisions for minimum capital requirements for 
futures commission merchants. 

Authority to require futures commission merchants 
and floor brokers to report transactions and 
positions, their own and their customers', to 
require keeping of books and records, and to 
inspect same. 



§ 411 § 6h 

§ 4i § 6i 

§ 5 § 1 

§ 5a § 7a 
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Prohibition agai~st operating a place of busi­
ness where orde~s for futures contracts are 
solicited or accepted unless such orders are to 
be executed by or through a member of a contract 
market, and against m:l.srepresentation by any 
person that he is a member of a contract market, 
or a registered futures commission merchant, or 
an agent of either, in connection with orders 
or contracts, and against misrepresentation in 
connection with the handling of such orders or 
contracts that the same are to be executed on, 
or by or through any member of, any contract 
market. 

Provision for reporting and·record keeping by 
traders, of large positions, as the Secretary 
of Agriculture may require. 

Conditions and requirements for designation of 
a board of trade as a "contract market." 

(a) Location at a term:l.nal market or provision 
for delivery at delivery point or points and 
upon tePDS and conditions approved by the 
Secretary. 

(b) Reporting of details and terms of all 
transactions by the board or the members 
thereof. 

(c) Prevention of dissemination of false or 
misleading or knowingly inaccurate reports 
concerning crop or market information or con­
ditions that affect or tend to affect the 
price of commodities. 

(d) Prevention of manipulation and cornering. 

(e) Rights of cooperative associations of 
producers. 

(f) Provision for· enforcement of Secreta~'s 
orders denying trading privileges and Secretary's 
disapproval ·of bylaws, rules, regulations, or 
resolutions. 

Duties of contract markets. 

(1) Furnish the Secretary copies of bylaws, 
rules, regulations, and resolutions, and chang~s 
and proposed changes therein. 

(2) Record keeping. 

(3) Provision for warehouse ·record keeping and 
inspection. 

(4) Secretary's authority to order a period, 
upon expiration of a future, for delivery of 
cash commodities in satisfaction of contracts~ 
to prevent "squeezes" and market congestion 
endangering price stability. 



§ 7 §11 

§ 12 

§ 8 § 12-1 

§ Sa § 12a 

§ 8b § 12b 

§ 9(a) § 13(a) 

§ 9(b) § 13(b) 
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Provision for a board of trade, designated a 
contract market, to have such designation 
vacated and set aside; provision for redesiR­
nation. 

Provision for investigations and public reports 
by the Secretary • . .._ . 
Authorizatioq for Secretary's making public, 
names and addresses of tr~s and amounts of 
commodities purchased or ~d by each such 
trader; Secretary's furnishing information to 
other departments or agencies of the Executive 
Branch of the Government. 

Authority of the Secretary: 

(1) register futures commission merchants and 
floor brokers upon application; 

(2) refuse to register any person (A) if 
already under suspension or revocation, (B) 
if found after opportunity for hearing, unfit, 
for cause, (C) for failure of an applicant for 
registration as futures cOmmission merchant, to 
establish that he meets minimum financial.require­
ments; provision for appeal; 

(3) suspend or revoke registration of any 
person registered under the Act; basis therefor; 

(4) fix and establish fees and charga& for 
registrations and renewals thereof; 

(5) general rule making authority; 

(6) communicate to committees or officers of 
contract markets and publish facts concerning 
any transaction or market operation, including 
the names of parties thereto which, in the 
judgment of the Secretary, disrupts or tends to 
disrupt any market or is otherwise harmful or 
against the best interests of producers and 
consumers; 

(7) disapprove contract market bylaws, etc., 
relating to terms and conditions in contracts 
or other trading requirements; basis therefor: 
finding of violation; 

Provision for enforcement of Secretary's denials 
of trading privileges. 

Felony--embezzlement, stealing, purloining, or 
with criminal intent converting, customers' 
funds received by futures commission merchant-­
fine up to $10,000, prison up to 5 yrs., or 
both. · 

Felony--manipulations, corners, false or mislead­
ing or knowingly inaccurate reports concerning 
crop or market information or conditions that 
affect or tend to affect the price of any 
commodity in interstate commerce--fine up to 
$10,000, prison up to 5 yrs., or both. 



§ 9(c} 13(c~ 

§ 10 §17 

§11 § 14 

§ 12 § 16 

§ 13 § 13c 
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MisdemQFlnor-violation of the provisions of se'ction 
4. 4a. 4b. 4c. 4d. 4e. 4h. 4i. or 8b (7 U.S.C. • 

'\ .6-6e. 6h. 6i. or 12b} • or to fail to evidence 
·~ny contract mentioned in section 4 (7 u.s.c. 

6t, by a record in writing as therein required-­
fiDe up to $10.000. prison up to 1 yr •• or both. 

Separability prov~f any provision or the 
application th9ei!""Eci ~ J1erson or circumstances 
held invalid11 .. ''! ... al14!~,.of remainer of Act and 

licatp.~ of'lmuifi\~visions to other 
s and circumstances not to be affected 

t y. . 

Violations prior to November 1. 1922. 

Authority of ~ecretary to cooperate ~th other 
Departments. ~tc •• appoint etc •• officers and 
employees. make expenditures. etc •• necessary 
to the administration of this Act; authorize~ 
tion for app;tiopriations. 

Person who willfully aids. abets. or acts.in 
combination or c0nce~t ~th any other person 
in. or who ~llfully causes. any violation of 
the Act. regulations. or orders. responsible as 
a principal in administrative proceedings. 
Secretary or Commission not required to report 
~nor violations for prosecution. whenever it 
appears that the public interest does not· 
require such action. 

0 
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H. R. 13113 

.RinrQ!~third Q:ongrrss of thr tlnitrd ~tatrs of amrrica 
AT THE SECOND SESSION 

Begun and held at the City of Washington on Monday, the twenty-fi/rst day of January, 
one thousand nine hundred and seventy-four 

9n9ct 
To amend the Commodity Exchange Act to ·strengthen the regulation of futures 

trading, to briug all agricultural and other commodities traded on exchauges 
under regulwtion, and for other purposes. 

Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress a8sembled, That this Act may 
be cited as the "Commodity Futures Trading Commission Act of 
1974". 

TITLE I-COMMODITY FUTURES TRADING 
COMMISSION 

SEc. 101. (a) Section 2 (a) of the Commodity Exchange Act, as 
amended (7 U.S.C. 2,4),isamended-

( 1) By inserting " ( 1)" after the subsection designation. 
( 2) By striking the last sentence of section 2 (a) and inserting in 

lieu thereof the following new sentence : "The words 'the Commission' 
shall mean the Commodity Futures Trading Commission established 
under paragraph ( 2) of this subsection." 

( 3) By adding at the end thereof the following new paragraphs : 
"(2) There is hereby established, as an independent agency of the 

United States Government, a Commodity Futures Trading Commis­
sion. The Commission shall be composed of a Chairman and four other 
Commissioners, who shall be appointed by the President, by and with 
the advice and consent of the Senate. In nominating persons :for 
appointment, the President shall seek to establish and maintain a bal­
anced Commission, including, but not limited to, persons of demon­
strated knowledge in :futures trading or its regulation and persons of 
demonstrated knowledge in the production, merchandising, processing 
or distribution of one or more of the commodities or other goods and 
articles, services, rights and interests covered by this Act. Not more 
than three of the members of the Commission shall be members of the 
same political party. Each Commissioner shall hold office :for a term of 
five years and until his successor is appointed and has qualified, 
except that he shall not so continue to serve beyond the expiration of 
the next session of Congress subsequent to the expiration of said 
fixed term of office, and except (A) any Commissioner appointed to 
fill a vacancy occurring prior to the expiration of the term :for which 
his predecessor was appointed shall be appointed for the remainder 
of such term, and (B) the terms of office of the Commissioners first 
taking office after the enactment of this paragraph shall expire as 
designated by the President at the time of nomination, one at the 
end of one year, one at the end of two years, one at the end of three 
years, one at the end of four years, and one at the end of five years. 

"(3) A vacancy in the Commission shall not impair the right of the 
remaining Commissioners to exercise all the powers of the Commission. 

"(4) The Commission shall have a General Counsel, who shall be 
appointed by the Commission and serve at the pleasure of the Com­
mission. The General Counsel shall report directly to the Commis­
sion and serve as its legal advisor. The Commission shall appoint 
such other attorneys as may be necessary, in the opinion of the Com­
mission, to assist the General Counsel, represent the Commission in 
all disciplinary proceedings pending before it, represent the Com­
mission in courts of law whenever appropriate, assist the Depart­
ment of Justice in handling litigation concerning the Commission in 
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courts of law, and perform such other legal duties and functions as 
the Commission may direct. . 

"(5) The Commission shall have an Executive Director, who. shall 
be appointed by the Commission, by and with the advice and consent 
of the Senate, and serve at the pleasure of the Commission. The Execu­
tive Director shall report directly to the Commission and perform 
such functions and duties as the Commission may prescribe. 

"(6) (A) Except as otherwise provided in this paragraph and in 
paragraphs (4) and (5) ofthis subsection, the executive and adminis­
trative functions of the Commission, including functions of the Com­
mission with respect to the appointment and supervision of personnel 
employed under the Commission, the distributiOn of business among 
such personnel and among administrative units of the Commission, 
and the use and expenditure of funds, shall be exercised solely by the 
Chairman. 

" (B) In carrying out any of his functions under the provisions of 
this paragraph, the Chairman shall be governed by general policies 
of the Commission and by such regulatory decisions, findings, and 
determinations as the Commission may by law be authorized to make. 

"(C) The appointment by the Chairman of the heads of major 
admimstrative units under the Commission shall be subject to the 
approval of the Commission. 

"(D) Personnel employed regularly and full time in the immedi­
ate offices of Commissioners other than the Chairman shall not be 
affected by the provisions of this paragraph. 

"(E) There are hereby reserved to the Commission its functions 
with respect to revising budget estimates and with respect to deter­
mining the distribution of appropriated funds. according to major 
programs and purposes. 

"(F) The Chairman may from time to time make such provisions 
as he shall deem appropnate authorizing the performance by any 
officer, employee, or administrative unit under his jurisdiction of any 
functions of the Chairman under this paragraph. 

"(7) No Commissioner or employee of the Commission shall accept 
employment or compensation from any person, exchange, or clearing­
house subject to regulation by the Commission under this Act during 
his term of office, nor shall he participate, directly or indirectly, in 
any contract market operations or transactions of a character subject 
to regulation by the Commission. 

" ( 8) The Commission shall, in cooperation with the Secretary of 
Agriculture, establish a separate office within the Department of Agri­
culture to be staffed with employees of the Commission for the purpose 
of maintaining a liaison between the Commission and the Department 
of Agriculture. The Secretary shall take such steps as may be necessary 
to enable the Commission to obtain information and utilize such serv­
ices and facilities of the Department of Agriculture as may be neces­
sary in order to maintain effectively such liaison. In addition, the 
Secretary shall appoint a liaison officer, who shall be an employee of the 
Office of the Secretary, for the purpose of maintaining- a liaison 
between the Department of Agriculture and the Commission. The 
Commission shall furnish such liaison officer appropriate office S'{>ace 
within the offices of the Commission and shall allow such liaison 
officer to attend and observe all deliberations and proceedings of the 
Commission. 

" ( 9) (A) Whenever the Commission submits any budget estimate or 
request to the President or the Office of Management and Budget, it 
shall concurrently transmit copies of that estimate or request to the 
House and Senate Appropriations Committees and the House Com-
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mittee on Agriculture and the Senate Committee on Agriculture and 
Forestry. 

"(B) Whenever the Commission transmits any legislative recom­
mendations, or testimony, or comments on legislation to the President 
or the Office of Management and Budget, it shall concurrently trans­
mit copies thereof to the House Committee on Agriculture and the 
Senate Committee on Agriculture and Forestry. No officer or ·agency of 
the United States shall have any authority to require the Commission 
to submit its legislative recommendations, or testimony, or comments 
on legislation to any officer or agency of the United States for 
approval, comments, or review, prior to the submission of such recom­
mendations, testimony, or comments to the Congress. In instances in 
which the Commission voluntarily seeks to obtain the comments or 
review of ,any officer or agency of the United States, the Commission 
shall include a description of such actions in its legislative recom­
mendations, testimony, or comments on legislation which it transmits 
to the Congress. 

"(10) The Commission shall have an official seal, which shall be 
judicially. noticed. 

"(11) The Commission is authorized to promulgate such rules and 
regulations 'as it deems necessary to govern the operating procedures 
and conduct of the business of the Commission." 

(b) Section 12 of the Commodity Exchange Act, as amended (7 
U.S.C. 16), is amended by striking such section and inserting in lieu 
thereof the following.: 

"SEc. 12. (a) The Commission m~y cooperate with any Department 
or agency of the Government, any State~ territory, district, or posses­
sion, or department, agency, or political subdivisiOn thereof, or any 
person. 

"(b) The Commission shall have the authority to employ such 
investigators, special experts, Administrative Law Judges, clerks, and 
other employees as it may from time to time find necessary for the 
proper J?erformance of its duties and as may be from time to time 
<tppropriated for by Congress. The CommissiOn may employ experts 
and consultants in accordance with section 3109 of title 5 of the 
United States Code, and compensate such persons at rates not in excess 
of the maximum daily rate prescribed for GS-18 under section 5332 of 
title 5 of the United States Code. The Commission shall also have 
authority to make and enter into contracts with respect to all matters 
which in the judgment of the Commission are necessary and appropri­
ate to effectuate the purposes and provisions of this Act, includmg, 
but not limited to, the rental of necessary space at the seat of Govern­
ment and elsewhere. 

" (c) All of the expenses of the Commissioners, including all neces­
sary expenses for transportation incurred by them while on official 
business of the Commission, shall be allowed and paid on the presenta­
tion of itemized vouchers therefor approved by the Commission. 

" (d) There are hereby authorized to be. appropriated to carry out 
the provisions of this Act such sums as may be required for the fiscal 
year ending June 30, 1975, for the fiscal year ending June 30, 1976, 
for the fiscal year endi:rtg June 30, 1977, and for the fiscal year ending 
,June "30, 1978." 

SEc. 10'2. (a) Section 5314 of title 5 of the United States Code is 
amended by adding at the end thereof the followin~ new paragraph: 

"(60) Chairman~ Commodity ~utures Tradmg Commission." 
(b) SectiOn 5315 of title 5 of the Umted 'States Code is amended by 

adding at the end thereof the following new paragraph : 
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"(100) Members, Commodity Futures Trading Commission." 
(c) Section 5316 of title 5 of the United States Code is amended by 

adding at the end thereof the following new paragraphs: 
"(135) General Counsel, Commodity Futures Trading Com­

mission. 
"(136) Executive Director, Commodity Futures Trading 

Commission." 
SEc. 103. The Commodity Exchange Act, as amended, is amended­
( a) By striking the word "Secretary" and the words "Secretary of 

Agriculture" wherever such words appear therein (except where the 
words "Secretary of Agriculture" first appear in section 5(a) (7 
U.S.C. 7) or where said words would be stricken by subsection (b). 
(c), or (d) of this section) and by inserting in lieu thereof the word 
"CommissiOn". 

(b) By striking the words "the Secretary of Agriculture or" wher­
ever they appear in the phrase "the Secretary of Agriculture or the 
Commission". 

(c) By striking the words "the Secretary of Agriculture, who shall 
thereupon notify the other members of" from section 6 (a) thereof 
(7 u.s.c. 8). 

(d) By striking "the Secretary of Agriculture (or any person desig­
nated by him)," from section 6(b) thereof (7 U.S.C. 15). 
. (e) By str~king the word "he", "his", or "H~" wherever sue~ word 
IS used therem to refer to the Secretarv of AgriCulture, and by Insert­
ing in lieu thereof the word "it", "its'\ or "It", respectively. 

(f) By striking the words "United States Department of Agricul­
ture" and "Department of Agriculture" wherever they appear therein 
and by inserting in lieu thereof the word "Commission". 

(g) By inserting in section 5(a) (7 U.S.C. 7) after the words "Sec­
retary of Agriculture" where the same first appear therein th.e words 
"or the Commission". 

SEc. 104. All of the personnel of the Commodity Exchange Author­
ity, property, records, and unexpended balance of appropriations, 
allocations, and other :funds employed, used, held, available, or to be 
made available in connection With administration of the Commodity 
Exchange Act shall be transferred to the Commodity Futures Trading 
Commission upon the effective date of this Act. 

SEc. 105. Section 8 of the Commodity Exchange Act, as amended 
(7 U.S.C. 12, 12-1), is amended by adding at the end thereof the 
following new paragraphs: 

"The Commission shall submit to the Congress a written report 
within one hundred and twenty days after the end of each fiscal year 
detailing the operations of the Commission during- such fiscal year. 
The Commission shall include in such re{>ort such mformation, data, 
and recommendations for further legislatiOn as it may deem advisable 
with respect to the administration of this Act and its powers and 
functions under this Act. 

"The Comptroller General of the United States shall conduct 
reviews and audits of the Commission and make reports thereon. For 
the purpose of conducting such reviews and audits the .Comptroller 
General shall be furnished such information regarding the powers, 
duties, organizations, transactions, operations, and activities of the 
Commission as he may require and he and his dul.Y authorized rep­
resentatives shal1, for the purpose of securing such mformation, have 
access to and the right to examine any books, documents, papers, or 
records of the Commission except that in his reports the Comptroller 
General shall not include data and information which would sepa­
rately disclose the business transactions of any person and trade secrets 
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or names of customers, although such data shall be provided upon 
request by any committee of either House of Congress acting within 
the scope of Its jurisdiction." 

SEc. 106. The Commodity Exchange Act, as amended, is amended 
by adding at the end thereof the following new section : 

"SEc. 14. (a) .A.ny person complaining of any violation of any pro­
vision of this Act or any rule, regulation, or order thereunder by any 
person registered under section 4d, 4e, 4k, or 4m of this Act may, at 
any time within two years after the cause of action accrues, apply to 
the Commission by :petition, which shall briefly state the facts, where­
upon, if, in the opimon of the Commission, the facts therein contained 
warrant such action, a copy of the complaint thus made shall be 
forwarded by the Commission to the respondent, who shall be called 
upon to satisfy the complaint, or to answer it in writing, within a 
reasonable time to be prescribed by the Commission. 

"(b) If there appear to be, in the opinion of the Commission, any 
reasonable grounds for investigating any complaint made under this 
section, the Commission shall investigate such complaint and may, if 
in its opinion the facts warrant such action, have said complaint served 
by registered mail or by certified mail or otherwise on the respondent 
and afford such person an opportunity for a hearing thereon before 
an Administrative Law Judge designated by the Commission in any 
place in which the said person is engaged in business: Provided, That 
in complaints wherein the amount claimed as damages does not exceed 
the sum of $2,500, a hearing need not be held and proof in support of 
the complaint and in support of the respondent's answer may be sup­
plied in the form of depositions or verified statements of fact. 

" (c) After opportunity for hearing on complaints where tht} dam· 
ages claimed exceed the sum of $2,500 has boon provided or waived 
and on complaints where damages claimed do not exceed the sum 
of $2,500 not requiring hearing as provided herein, the Commission 
shall determine whether or not the respondent has violated any pro­
vision of this Act or any rule, regulation, or order thereunder. 

"(d) In case a complaint is made by a nonresident of the United 
States, the complainant shall be required, before any formal action 
is taken on his complaint, to furnish a bond in double the amount of 
the claim conditioned upon the payment of costs, including a reason· 
able attorney's fee for the respondent if the respondent shall prevail, 
and any reparation award that may be issued by the Commission 
against the complainant on any counterclaim by respondent : Pro­
vided, That the Commission shall have authority to waive the furnish~ 
ing of a bond by a complainant who is a resident of a country which 
permits the filing of a complaint by a resident of the United States 
without the furnishing of a bond. 

" (e) If after a hearing on a complaint made by any person under 
subsootion (a) of this section, or without hearing as provided in sub­
sections (b) and (c) of this section, or upon failure of the party com~ 
plained against to answer a complaint duly served within the time 
prescribed, or to appear at a hearing after being duly notified, the 
Commission determmes that the respondent has vioJated any pro­
vision of this Act, or any rule, regulation, or order thereunder, the 
Commission shall, unless the offender has already made reparation 
to the person complaining, determine the amount of damage, if any, 
to which such person is entitled as a result of such violation and shall 
make an order directing the offender to pay to such person complain­
ing such amount on or before the date fixed in the order. If, after 
the respondent has filed his answer to the complaint, it appears therein 
that the respondent has admitted liability for a portion of the amount 
claimed in the complaint as damages, the Commission under such 
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rules and regulations as it shall prescribe, unless the respondent has 
already made reparation to the person complaining, may issue an 
order directing the respondent to pay to the complamant the undis­
puted amount on or before the date fixed in the order, leaving the 
respondent's liability for the disputed amount for subsequent deter­
mination. The remaming disputed amount shall be determined in the 
same manner and under the same procedure as it would have been deter­
mined if no order had been issued by the Commission with respect 
to the undisputed sum. 

"(f) If any person against whom an award has been made does not 
pay the reparation award within the time specified in the Commission's 
order, the complainant, or any person for whose benefit such order was . 
made, within three years of the date of the order, may file a certified 
copy of the order of the Commission, in the district court of the 
United States for the district in which he resides or in which is located 
the principal place of business of the respondent, for enforcement of 
such reparation award by appropriate orders. The orders, writs, and 
processes of such district court may in such case run, be served, and be 
returnable anywhere in the United States. The petitioner shall not be 
liable for costs in the district court, nor for costs at any subsequent state 
of the proceedings, unless they accrue upon his appeal. If the petitioner 
finally prevails, he shall be allowed a reasonable attorney's fee, to be 
taxed and collected as a part of the costs of the suit. Subject to the right 
of appeal under subsection (g) of this section, an order of the Com­
mission awarding reparations shall be final and conclusive. 

"(g) Any order of the Commission entered hereunder shall be 
reviewable on petition of any party aggrieved thereby, by the 
United States Court of Appeals for any circuit in which a hearing was 
held, or if no hearing was held, any circuit in which the appellee is 
located, under the procedure provided in paragraph (b) of section 6 of 
this Act. Such appeal shall not be effective unless withm 30 days from 
and after the date of the reparation order the appellant also files with 
the clerk of the court a bond in double the amount of the reparation 
awarded against the appellant conditioned upon the payment of the 
judgment entered by the court, plus interest and costs, including a rea­
sonable attorney's fee for the appellee, if the appellee shall prevail. 
Such bond shall be in the form of cash, negotiable securities having a 
market value at least equivalent to the amount of bond :prescribed, or 
the undertaking of a surety company on the approved hst of sureties 
issued by the Treasury Department of the United States. The appellee 
shall not be liable for costs in said court. If the appellee prevails, he 
shall be allowed a reasonable attorney's fee to be taxed and collected as 
a part of his costs. 

"(h) Unless the registrant against whom a reparation order has been 
issued shows to the satisfaction of the Commission within fifteen days 
from the expiration of the period allowed for compliance with such 
order that he has either taken an appeal as herein authorized or has 
made payment in full as required by such order, he shall be prohibited 
from trading on all contooct markets and his registration shall be sus­
pended automatically at the expiration of such fifteen-day period until 
he shows to the satisfaction of the Commission that he has paid the 
amount therein specified with interest thereon to date of payment : 
Provided, That if on appeal the appellee prevails or if the appeal is 
dismissed the automatic prohibition against trading and suspension of 
registration shall become effective at the expiratiOn of thirty days 
from the date of judgment on the appeal, but if the judgment is stayed 
by a court of competent jurisdiction the suspension shall become effec­
tive ten days after the expiration of such stay, unless prior thereto the 
judgment of the court has been satisfied. 
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" ( i) The provisions of this section shall not become effective until 
one year after the date of its enactment: Provided, That claims which 
arise within nine months immediately prior to the effective date of this 
section may be heard by the Commiss10n after such one year period." 

SEc. 107. The Commodity Exchange Act, as amended, is amended 
by adding at the end thereof the following new section: 

"SEC. 15. The Commission shall take into consideration the public 
interest to be protected by the antitrust laws and endeavor to take 
the least anticompetitive means of achieving the objectives of this Act, 
as well as the policies and purposes of this Act, in issuing any order 
or adopting any Commission rule or regulation, or in requiring or 
approving any bylaw, rule, or regulation of a contract market or regis­
tered futures association established pursuant to section 17 of this 
Act." 

... 
TITLE II-REGULATION OF TRADING AND EXCHANGE 

ACTIVITIES 

SEc. 201. Section 2 (a) of the Commodity Exchange Act, as amended 
(7 u.s.a. 2, 4)' is amended-

( a) By striking after the word "eggs," the word "onions,". 
(b) By striking the period at the end of the third sentence of the 

section and substituting therefor the following: ", and all other goods 
and articles, except onions as provided in Public Law 85-839, and all 
services, rights, and interests in which contracts for future delivery 
are presently or in the future dealt in : Provided, That the Commis­
sion shall have exclusive jurisdiction with respect to accounts, agree­
ments (including any transaction which is of the character of, or is 
commonly known to the trade as, an 'option', 'privilege', 'indemnitv', 
'bid', 'offer', 'put', 'call', 'ad vance guaranty', or 'decline guarantyl), 
and transactions involving contracts of sale of a commodity for future 
delivery, traded or executed on a contract market designated pursuant 
to section 5 of this Act or any other board of trade, exchange, or mar­
ket, and transactions subject to regulation by the Commission pursuant 
to section 217 of the Commodity Futures Trading Commission Act of 
1974: And provided further, That, except as hereinabove provided, 
nothing contained in this section shall (i) supersede or limit the juris­
diction at any time conferred on the Securities and Exchange Commis­
sion or other regulatory authorities under the laws of the United 
States or of any State, or ( ii) restrict the Securities and Exchange 
Commission and such other authorities from carrying out their duties 
and responsibilities in accordance with such laws. Nothing in this sec­
tion sh~ll supersede or limit the juri:ro.ic~ion ?onferred on courts of 
the Umted States or any State. N othmg m this Act shall be deemed 
to govern or in any way be applicable to transactions in foreign 
currency, security warrants, security rights, resales of installment 
loan contracts, repurchase options, government securities, or mort­
~ages and mortgage purchase commitments, unless such transactions 
mvolve the sale thereof for future delivery conducted on a board of 
trade." 

SEc. 202. Section 2(a) of the Commodity Exchange Act, as amended 
(7 U.S.C. 2, 4), is amended by adding at the end of paragraph (1) 
the following new sentences : "The term 'commodity trading ad visor' 
shall mean any person who, for compensation or profit, engages in 
the business of advising others, either directly or through publica­
tions or writings, as to the value of commodities or as to the advis­
ability of trading in any commodity for future delivery on or 
subject to the rules of any contract market, or who for compensation 
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or profit, and as part of a regular business, issues or promulgates 
analyses or reports concerning commodities; but does not include 
(i) any bank or trust company, (ii) any newspaper reporter, news­
paper columnist, newspaper editor, lawyer, accountant, or teacher, 
(iii) any floor broker or futures commission merchant, ( i v) the pub­
lisher of any bona fide newspaper, news magazine, or business or 
financial publication of general and regular circulation including 
their employees, ( v) any contract market, and (vi) such other persons 
not withm the intent of this definition as the Commission may specify 
by rule, regulation, or order: P'l'O'IJided, That the furnishing of such 
services by the foregoing persons is solely incidental to the conduct of 
their business or profession. The term 'commodity pool operator' shall 
mean any person engaged in a business which is of the nature of an 
investment trust, syndicate, or similar form of enterprise, and who, 
in connection therewith, solicits, accepts, or receives from others, 
funds, securities, or property, either directly or through capital con­
tributions, the sale of stock or other forms of securities, or otherwise, 
for the purpose of trading in any commodity for future delivery on 
or subject to the rules of any contract market, but does not include 
such persons not within the intent of this definition as the Commis­
sion may specify by rule or regulation or by order." 

SEc. 203. The Commodity Exchange Act, as amended, is amended 
by inserting after section 4i (7'U.S.C. 6i), the following new section: 

"SEc. 4j. (1) The Commission shall within six months after the 
effective date of the Commodity Futures Trading Commission Act of 
1974, and subsequently when it determines that changQs are required, 
make a determination, after notice and opportunity for hearing, 
whether or not a floor broker may trade for his own account or any 
account in which such broker has trading discretion, and also execute 
a customer's order for future delivery and, if the Commission deter­
mines that such trades and such executions shall be permitted, the 
Commission shall further determine the terms, conditions, and circum­
stances under which such trades and such executions shall be con­
ducted: Pr01Jided, That any such determination shall, at a minimum, 
take into account the effect upon the liquidity of trading of each 
market: And provided further, That nothing herein shall be con­
strued to prohibit the Commission from making separate determina­
tions for different contract markets when such are warranted in the 
judgment of the Commission, or to prohibit contract markets from 
setting terms and conditions more restrictive than those set by the 
Commission. 

"(2) The Commission shal1 within six months after the effective date 
of the Commodity Futures Trading Commission Act of 197 4, and sub­
sequently when it determines that ehanges are re{!uired, make a deter­
mination, after notice and opportunity for hearing, whether or not a 
futures commission merchant may trade for its own account or any 
proprietary account, as defined by the Commission, and if the Com­
mission determines that such trades shall be permitted, the Commission 
shall further determine the terms, conditions, and circumstances under 
which such trades shall be conducted: Provided, That any such deter­
mination, at a minimum, shall take into account the effect upon the 
liquidity of trading of each market: And provided fu'rthm·, That noth­
ing herein shall be construed to prohibit the Commission from making 
separate determinations for different contract markets when such are 
warranted in the judgment of the Commission, or to prohibit contract 
markets from setting terms and conditions more restrictive than those 
set by the Commission." 

SEc. 204. (a) The Commodity Exchange Act, as amended, is 
amended by adding the following new section : 
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"SEc. 4k. (1) It shall be unlawful for any person to be associated 
with any futures commission merchant or with any agent of a futures 
commission merchant as a partner, officer, or employee (or any person 
occupying a similar status or performing similar functions), in any 
capacity which involves ( i) the solicitation or acceptance of customers' 
orders (other than in a clerical capacity) or ( ii) the supervision of any 
person or persons so engaged, unless such person shall have registered, 
under this Act, with the Commission and such registration shall not 
have expired nor been susJ?8nded (and the period of suspension has not 
expired) or revoked, and It shall be unlawful for any futures commis­
sion merchant or any agent of a futures commission merchant to per­
mit such a person to become or remain associated with him in any such 
capacity if such futures commission merchant or agent knew or should 
have known that such person was not so registered or that such regis­
tration had expired, been suspended (and the period of suspension has 
not expired) or revoked: Provided, That any individual who is regis­
tered as a floor broker or futures commission merchant (and such reg­
istration is not suspended or revoked) need not also register under 
these provisions. 

"('2) Any such person desiring to be registered shall make applica­
tion to the Commission in the form and manner prescribed by the 
Commission, giving such information and facts as the Commission 
may deem necessary concerning the applicant. Such person, when 
registered hereunder, shall likewise continue to report and furnish to 
the Commission such information as the Commission may require. 
Such registration shall expire two years after the effective date thereof, · 
and shall be renewed upon application therefor unless the registration 
has been suspended (and the period of such suspension has not 
expired) or revoked after notice and hearing as prescribed in section 
6 (b) of this Act: Provided, That upon initial registration, the effec­
tive period of such registration shall be set by the Commission, not to 
exceed two years from the effective date thereof and not to be less than 
one year from the effective date thereof." 

(b) Section 6(b) of the Commodity Exchange-Act, as amended (7 
U.S.C. 9), is amended by inserting after the words "futures commis­
sion merchant" each time those words appear, the following: "or any 
person associated therewith as described in section 4k of this Act,". 

(c) Section Sa ( 1) of the Commodity Exchange Act, as amended 
(7 U.S.C. 12a(l) ), is amended by inserting after the words "futures 
commission merchants" the following: "and persons associated there­
with as described in section 4k of this Act,". 

SEc. 205. (a) The Commodity Exchange Act, as amended, is 
amended by adding the following new sections : 

"SEc. 41. It is hereby found that the activities of commodity trading 
advisors and commodity pool operators are affected with a national 
public interest in that, among other things-

" ( 1) their advice, counsel, publications, writings, analyses, and 
reports are furnished and distributed, and their contracts, solici­
tations, subscriptions, agreements, and other arrangements with 
clients take place and are negotiated and performed by the use of 
the mails and other means and instrumentalities of interstate 
commerce; 

" ( 2) their advice, counsel, publications, writings, analyses, and 
reports customarily relate to and their operations are directed 
toward and cause the purchase and sale of commodities for future 
delivery on or subject to the rules of contract markets; and 

" ( 3) the foregoing transactions occur in such volume as to affect 
substantially transactions on contract markets . 
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"SEo. 4m. It shall be unlawful for any commodity trading advisor 
or commodity pool operator, unless registered under this Act, to make 
use of the mails or any means or instrumentality of interstate com­
merce in connection with his business as such commodity trading 
advisor or commodity pool operator: Provided, That the provisions of 
this section shall not apply to any commodity trading advisor who, 
during the course of the preceding twelve months, has not furnished 
commodity trading advice to more than fifteen persons and who does 
not hold himself out generally to the public as a commodity trading 
advisor. · 

"Soo. 4n. (1) Any commodity trading advisor or commodity pool 
operator, or any person who contemplates becoming a commodity 
trading advisor or commodity pool operator, may register under this 
Act by filing an application w1th the Commission. Such application 
shall contain such information, in such form and detail, as the Com­
mission may, by rules and regulations, prescribe as necessary or appro­
priate in the public interest, including the following: 

"(A) the name and form of organization, including capital 
structure, under which the applicant engages or intends to engage 
in business; the name of the State under the laws of which he is 
organized; the location of his principal business office and branch 
offices, if any ; the names ·and addresses of all partners, officers, 
directors, and persons performing similar functions or, if the 
applicant be an individual, of such individual; and the number of 
employees; · 

" (B) the education, the business affiliations for the past ten 
years, and the present business affili·ations of the applicant and of 
his partners, officers, directors, and persons performing similar 
functions and of any controlling person thereof; 

"(C) the nature of the business of the applicant, including the 
manner of giving advice and rendering of analyses or reports; 

"(D) the nature and scope of the authority of the applicant 
with respect to clients' funds and accounts; 

"(E) the basis upon which the applicant is or will be com­
pensated; and 

"(F) such other information as the Commission may require 
to determine whether the applicant is qualified for registration. 

"(2) Except as hereinafter provided, such registration shall become 
effective thirty days after the receipt of such application by the Com­
mission, or within such shorter period of time as the Commission may 
determine. 

" ( 3) All registrations under this section shall expire on the 30th 
day of June of each year, and shall be renewed upon application there­
for subject to the same requirements as in the case of an original appli­
cation. 

"(4) (A) Every commodity trading advisor and commodity pool 
operator registered under this Act shall maintain books and records 
a:nd file such reports in such form and manner as may be prescribed 
by the Commission. All such books and records shall be kept for a 
period of at least three years, or longer if the Commission so directs, 
and shall be open to inspection by any representative of the Com­
mission or the Department of Justice. Upon the request of the Com· 
mission, a registered commodity trading advisor or commodity pool 
operator shall furnish the name and address of each client, sub­
scriber, or participant, and submit samples or copies of all re~orts, 
letters, circulars, memorandums, publications, writings, or other htera­
ture or advice distributed to clients, subscribers, or participants, or 
prospective clients, subscribers, or participants. 
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"(B) Unless otherwise authorized by the Commission by rule or 
regulation, all commodity trading advisors and commodity pool 
OJ?erators shall make a full and complete disclosure to their subscribers, 
chents, or participants of all futures market positions taken or held 
by the individual principals of their organization. 

"(5) Every commodity pool operator shall re~larly furnish state­
ments of account to each participant in his operatiOns. Such statements 
shall be in such form and manner as may be prescribed by the Com­
mission and shall include complete information as to the current status 
of all trading accounts in whiCh such participant has an interest. 

"('6) The Commission is authorized, without hearing, to deny regis­
tration to any person as a commodity trading advisor or commodity 
pool operator if such person is subject to an outstanding order under 
this Act denying to such person trading J?rivileges on any contract 
market, or suspending or revoking the registration of such person as 
a commodity trading advisor, commodity pool operator, futures com­
mission merchant, or floor broker, or suspending or expelling such 
person from membership on any contract market. 

"('7) TheCommission after hearing may by order deny registration, 
revoke or suspend the registration of any commodity trading advisor 
or commodity pool operator if the Commission finds that such denial, 
revocation, or suspension is in the public interest and that-

" (A) the operations of such person disrupt or tend to disrupt 
orderly marketing conditions, or cause or tend to cause sudden or 
unreasonable fluctuations or unwarranted changes in the prices of 
commodities; 

"(B) such commodity trading advisor or commodity pool oper­
ator, or any partner, officer, director, person performing similar 
function or controlling person thereof-

" ( i) has within ten years of the issuance of such order 
been convicted of any felony or misdemeanor involving the 
purchase or sale of any commodity or security, or arising 
out of any conduct or practice of such commodity trading 
advisor or commodity pool operator or affiliated person as a 
commodity trading advisor or commodity pool operator; or 

" ( ii) at the time of the issuance of such order, is perma­
nently or temporarily enjoined by order, judgment or decree 
of any court of competent jurisdiction from acting as a com­
modit:y"trading advisor, commodity pool operator, futures 
commission merchant, or floor broker, or as an affiliated per­
son or employee of any of the foregoing, or from engaging 
in or contmuing any conduct or practice in connection with 
any such activity or in connection with the purchase or sale 
of commodities or securities; or . 

" (C) any partner, officer, or director of such commodity trading 
advisor or commodity pool operator, or any person performing 
a similar function or any controlling person thereof is subject 
to an outstanding order of the Commission denying trading privi­
leges on any contract market to such person, or suspending or 
revoking the registration of such person as a commodity trading 
advisor, commodity pool operator, futures commission merchant, 
or floor broker, or suspending or expelling such person from 
membership on any contract market. 

"SEc. 4o. ( 1) It shall be unlawful for any commodity trading advisor 
or commodity pool operator registered under this Act, by use of the 
mails or any means or instrumentality of interstate commerce, directly 
or indirectly-

"(A) to employ any device, scheme, or artifice to defraud any 
client or participant or prospective client or participant; or · 
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"(B) to engage in any transaction, practice, or course of busi­
ness which operates as a fraud or deceit upon any client or par­
ticipant or prospective client or paxticipant. 

"(2) It shall be unlawful for any commodity trading advisor or 
commodity pool operator registered under this Act to represent or 
imply in any manner whatsoever that he has been sponsored, recom­
mended, or approved, or that his abilities or qualifications have in 
any respect been passed upon by the United States or any agency or 
officer thereof: Provided, That this section shall not be construed to 
prohibit a statement that a person is registered under this Act as a 
commodity trading advisor or commodity pool operator, if such state­
ment is true in fact and if the effect of such registration is not mis­
represented." 

(b) Section 6(b) of the Commodity Exchange Act, as amended 
( 7 U.S.C. 9), is amended by inserting immediately before the words 
"or as floor broker" each time those words appear, the following: 
"commodity trading advisor, commodity pool operator,". 

(c) Section 8a ( 1) of the Commodity Exchange Act, as amended 
(7 U.S.C. 12a(1) ), is amended by inserting immediately before the 
words "and floor brokers" the following: "commodity trading advi­
sors, commodity pool operators.". 

SEo. 206. The Commodity Exchange Act, as amended, is amended 
by adding the following new section : 

"SEO. 4p. The Commission may specify by rules and regulations 
appropriate standards with respect to training, experience, and such 
other qualifications as the Commission finds necessary or desirable to 
insure the fitness of futures commission merchants, floor brokers, and 
those persons associated with futures commission merchants or floor 
brokers. In connection therewith, the Commission may prescribe by 
rules and regulations the adoption of written proficiency examinations 
to be given to applicants for registration as futures commission mer­
chants, floor brokers, and those persons associated with futures com­
mission merchants or floor brokers, and the establishment of reasonable 
fees to be charged to such applicants to cover the administration o:f 
such examinations. The Commission may further prescribe by rules 
and regulations that, in lieu of examinations administered by the 
Commission, futures associations registered under section 17 of this 
Act or contract markets may adopt written proficiency examinations 
to be given to applicants for registration as futures commission mer­
chants, floor brokers, and those persons associated with futures com­
mission merchants or floor brokers, and charge reasonable fees to such 
applicants to cover the administration of such examinations. Notwith­
standing any other provision o:f this section, the Commission may 
specify by rules and regulations such terms and conditions as it deems 
appropriate to protect the public interest wherein exception to any 
wntten proficiency examination shall be made with respect to individ­
uals who have demonstrated, through training and experience, the 
degree of proficiency and skill necessary to protect the interests of the 
customers of futures commission merchants and floor brokers." 

SEo. 207. Section 5 of the Commodity Exc Act, as amended 
(7 U.S.C. 7), is amended by adding after subsec on (f) thereof the 
following new subsection : 

"(g) When such board of trade demonstrates that transactions for 
future delivery in the commodity for which designation as a contract 
market is sought will·not be contrary to the public interest." 

SEc. 208. Section 5a of the Commodity Exchange Act, as amended 
(7U.S.C. 7a), is amended-
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(a) By inserting after the word "purposes" in subsection ( 7) the 
following:": And provided further, That this subsection shall apply 
only to futures contracts for those commodities which may be deliv­
ered from a warehouse subject to the United States Warehouse Act". 

(b) By striking out "and" at the end of subsection ( 8). 
(c) By striking out the period at the end of subsection (9) and in­

serting in lieu thereof a semicolon. 
(d) By adding at the end of subsection ( 9) thereof the following 

new subsection : 
"(10) permit the delivery of any commodity, on contracts of 

sale thereof for future delivery, of such grade or grades, at such 
point or points and at such quality and locational price differen­
tials as will tend to prevent or diminish price manipulation, mar­
ket congestion, or the abnormal movement of such commodity in 
interstate commerce. If the Commission after investigation finds 
that the rules and regulations adopted by a contract market per­
mitting delivery of any commodity on contracts of sale thereof 
for future delivery, do not accomplish the objectives of this sub­
section, then the Commission shall notify the contract market of 
its finding and afford the contract market an opportunity to make 
appropriate changes in such rules and regulations. If the contract 
market within seventy-five days of such notification fails to make 
the changes which in the opinion of the Commission are necessary 
to accomplish the objectives of this subsection, then the Commis­
sion after granting the contract market an opportunity to be 
heard, may change or supplement such rules and regulations of 
the contract market to achieve the above objectives: Provided, 
That any order issued under this paragraph shall not apply to 
contracts of sale for future delivery in any months in which con­
tracts are currently outstanding and open: And provided further, 
That no requirement for an additional delivery point or points 
shall be promulgated following hearings until the contract mar­
ket affected has had notice and opportunity to file exceptions to 
the proposed order determining the location and number of such 
delivery point or points;". 

SEc. 209. Section 5a of the Commodity Exchange Act, as amended 
(7 U.S.C. 7a), is amended by adding a new subsection (11) as 
follows: 

" ( 11) provide a fair ,and equitable procedure through arbitra~ 
tion or otherwise for the settlement of customers' claims and 
grievances against any member or employee thereof: Provided, 
That (i) the use of such procedure by a customer shall be volun­
tary, (ii) the procedure shall not be applicable to any claim in 
excess of $15,000, (iii) the procedure shall not result in any com­
pulsory payment except as agreed upon between the parties, and 
( iv) the term 'customer' as used in this subsection shall not include 
a futures commission merchant or a floor broker; and". 

SEC. 210. Section 5a of the Commodity Exchange Act, as amended 
(7 U.S.C. 7a), is amended by inserting the following new subsection 
(12) as follows: 

"(12) except as otherwise provided in this subsection, submit 
to the Commission for its approval all bylaws, rules, regulations, 
'and resolutions made or issued by such contract market, or by 
the governing board thereof or any committee thereof which 
relate to terms and conditions in contracts of sale to be executed on 
or subject to the rules of such contract market or relate to other 
trading requirements except those relating to the setting of 
levels of margin. The Commission shall approve, within thirty 
days of their receipt unless the Commission notifies the contl'act 
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market of its inability to make such determination within such 
period of time, such bylaws, rules, regulations, and resolutions 
upon a determination that such bylaws, rules, regulations, and 
resolutions are not in violation of the provisions of this Act or 
the regulations of the Commission and thereafter the Commis­
sion shall disapprove, after appropriate notice and opportunity 
for hearing, any bylaw, rule, regulation, or resolution which the 
Commission finds at any time is in violation of the provisions of 
this Act or the regulations of the Commission. The Commission 
shall specify the terms and conditions under which a contract 
market may, in an emergency, 'as defined by the Commission, 
adopt a temporary rule dealing with trading requirements with­
out prior Commission approval. In the event of such an emer­
gency, as defined by the Commission, requiring immediate action, 
the contract market by a two-thirds vote of its governing board 
may place into immediate effect without prior Commission 
approval a temporary rule dealing with such emergency if it noti­
fies the Commission of such action with a complete explanation of 
the emergency involved. The Commission may adopt a regulation 
exempting enumerated types of contract market operational and 
administrative rules from the requirement that they be submitted 
to the Commission for its approval." 

SEc. 211. The Commodity Exchange Act, as amended, is amended 
by inserting the following new section immediately after section 6b 
(7 u.s.a. I3a): 

"SEc. 6c. Whenever it shall appear to the Commission that any 
contract market or other person has engaged, is engaging, or is about 
to engage in any act or practice constituting a violation of any pro­
vision of this Act or any rule, regulation, or order thereunder, or is 
restraining trading in any commodity for future delivery, the Com­
mission may bring an action in the proper district court of the United 
States or the proper United States court of any territory or other 
place subject to the jurisdiction of the United States, to enjoin such 
act or vractice, or to enforce compliance with this Act, or any rule, 
regulat10n or order thereunder, and said courts shall have jurisdiction 
to entertain such actions: Provided, That no restraining order or 
injunction for violation of the provisions of this Act shall be issued 
ex parte by said court. Upon a proper showing, a permanent or tem­
porary injunction or restraining order shall be granted without bond. 
Upon application of the Comm1ssion, the district courts of the United 
States and the United States courts of any territory or other place 
subject to the jurisdiction of the United States shall also have Juris­
diction to issue writs of mandamus, or orders affording like relief, 
commanding any person to comply with the provisions of this Act 
or any rule, regulation, or order of the CommissiOn thereunder, includ­
ing the requirement that such person take such action as is necessary 
to remove the danger of violation of this Act or any such rule, regula­
tion, or order: Provided That no such writ of mandamus, or order 
affording like relief, shail be issued ex parte. Any action under this 
section may be brought in the district wherein the defendant is found 
or is an inhabitant or transacts business or in the district where the 
act or practice occurred, is occurring, or is about to occur~ and process 
in such cases may be .. served in any district in which the defendant is 
an inhabitant or wherever the defendant may be found. In lieu of 
bringing actions itself pursuant to this section, the Commission may 
request the Attorney General to bring the action. Where the Commis­
sion elects to bring the a<ltion, it shall inform the Attorney General of 
such suit and advise him of subsequent developments." 
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SEc. 212. (a) Section 6 of the Commodity Exchange Act, as 
amended (7 U.S.C. 8, 9, 13b, 15), is amended-

(!) By substituting a comma for the period at the end of the 
fourth sentence in paragraph (b) and adding thereafter the fol­
lowing: "and may assess such person a civil penalty of not more 
than $100,000 for each such violation." 

( 2) By adding in the sixth sentence in paragraph (b), a comma 
after the word "petition" and inserting thereafter and before 
the word "praying" the following phrase: "within fifteen days 
after the notice of such order is g1ven to the offending person.". 

(3) By adding after paragraph (c) thereof the following new 
pal'agraph: 

" (d) In determining the amount of the money penalty assessed 
under paragraph (b) of this section, the Commission shall consider, in 
the case of a person whose primary business involves the use of the 
commodity futures market---the appropriateness of such penalty to 
the size of the business of the person charged, the extent of such per­
son's ability to continue in business, and the gravity of the violation; 
and in the case of a person whose primary business does not involve 
the use of the commodity futures market---the appropriateness of such 
penalty to the net worth of the person charged, and the gravity of the 
violation. If the offending person upon whom such penalty is imposed, 
after the lapse of the period allowed for appeal or after the affirmance 
of such penalty, shall fail to pay such penalty the Commission shall 
refer the matter to the Attorney General who shall recover such 
penalty by action in the appropriate United States district c.ourt." 

(b) Section 6b of the Commodity Exchange Act, as amended (7 
u.s.a. 13a)' is amended to read as follows: 

"SEC. 6b. If any contract market is not enforcing or has not enforced 
its rules of government made a condition of its designation as set 
forth in section 5 of this Act, or if any contract market, or any direc­
tor, officer, agent, or employee of any contract market otherwise is 
violating or has violated any of the provisions of this Act or any of 
the rules, regulations, or orders of the Commission thereunder, the 
Commission may, upon notice and hearing and subject to appeal as in 
other cases provided for in paragraph (a) of section 6 of this Act, 
make and enter an order directing that such contract market, director, 
officer, agent, or employee shall cease and desist from sueh violation, 
and assess a civil penalty of not more than $100,000 for each such vio­
lation. If such contract market, director, officer, agent, or employee, 
after the entry of such a cease and desist order and the lapse of the 
period allowed for appeal of such order or after the affirmance of such 
order, shall fail or refuse to obey or comply with such order, such con­
tract market, director, officer, agent, or employee shall be guilty of a 
misdemeanor and, upon conviction thereof, shall be fined not more 
than $100,000 or imprisoned for not less than six months nor more 
than one year, or both. Each day during which such failure or refusal 
to obey such cease and desist order continues shall be deemed a separate 
offense. If the offending contract market or other person upon whom 
such penalty is imposed, after the lapse of the period allowed for 
appeal or after the affirmance of such penalty, shall fail to pay such 
penalty, the Commission shall refer the matter to the Attorney General 
who shall recover such penalty by action in the appropriate United 
States district court. In determining the amount of the money penalty 
assessed under this section, the Commission shall consider the appro­
priateness of such penalty to the net worth of the offending person 
and the gravity of the offense, and in the case of a contract market 
shall further consider whether the amount of the penalty will mate-
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rially impair the contract market's ability to carry on its operations 
and duties." 

(c) Section 6(c) of the Commodity Exchange Act, as amended (7 
U.S.C. 13b), is amended by deleting the words "not less than $500 nor 
more than $10,000" and substituting therefor the words "not more 
than $100,000". 

(d) Section 9 of the Commodity Exchange Act, as amended (7 
U.S.C. 13), is amended as follows: 

( 1) Subsection (a) is amended by striking "$10,000" and sub­
stituting therefor "$100,000". 

(2) Subsection (b) is amended by striking "$10,000" and sub­
stituting therefor "$100,000". 

( 3) Subsection (c) is amended by striking "$10,000" and sub­
stituting therefor "$100,000". 

SEc. 213. Section Sa of the Commodity Exchange Act, as amended 
(7 U.S.C. 12a), is amended by striking subsection (7) and inserting 
in lieu thereof the following new subsection: 

"(7) to alter or supplement the rules of a contract market inso­
far as necessary or appropriate by rule or regulation or by order, 
if after making the appropriate request in writing to a contract 
market that such contract market effect on its own behalf specified 
changes in its rules and practices, and after appropriate notice 
and opportunity for hearing, the Commission determines that 
such contract market has not made the chan~es so required, and 
that such changes are necessary or appropriate for the protec­
tion of persons producing, handling, processing, or consuming 
any commodity traded for future delivery on such contract mar­
ket, or the product or byproduct thereof, or for the protection of 
traders or to insure fair dealing in commodities traded for future 
delivery on such contract market. Such rules, regulations, or 
orders may specify changes with respect to such matters as: 

"(A) terms or conditions in contracts of sale to be executed 
on or subject to the rules of such contract market; 

"(B) the form or manner of execution of purchases and. 
sales for future deli very ; 

"(C) other trading requirements, excepting the setting of 
levels of margin; 

"(D) safeguards with respect to the financial responsibil­
ity of members; 

"(E) the manner, method, and place of soliciting business, 
including the content of such solicitations; and . 

"(F) the form and manner of handling, recording, and 
accounting for customers' orders, transactions, and accounts; 
and". 

SEc. 214. Section Sa of the Commodity Exchange Act, as amended 
(7 U.S.C. 12a), is amended by adding the :following new subsection 
(8): 

"(8) to make and promul~ate such rules and regulations with 
respect to those persons regtstered under this Act, who are not 
members of a contract market, as in the judgment of the Commis­
sion ~re reasonably necessary to protect the public interest and 
promote just and equitable principles of trade, including but not 
limited to the manner, method, and place of soliciting business, 
including the content of such solicitation; and". 

SEC. 215. Section Sa of the Commodity Exchange Act, as amended 
(1 U.S.C. 12a), is amended by adding the following new subsection 
(9): . 
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"(9) to direct the contract market whenever it has reason to 
believe that an emergency exists, to take such action as, in the 
Commission's judgment, is necessary to maintain or restore 
orderly trading in, or liquidation of, any futures contract. The 
term 'emergency' as used herein shall mean, in addition to threat­
ened or actual market manipulations and corners, any act of the 
.United States or a foreign government affecting a commodity or 
any other major market disturbance which prevents the market 
from accurately reflecting the forces of supply and demand for 
such commodity: Provided, That nothing herem shall be deemed 
to limit the meaning or interpretation given by a contract market 
to the terms 'market emergency', 'emergency', or equivalent lan­
guage in its own bylaws, rules, regulations, or resolutions." 

SEc. 216. The Commodity Exchange Act, as amended, is amended 
by inserting the following new section immediately after section Sb 
(7 u.s.a. 12b): 

"SEC. 8c. (1) (A) Any exchange or the Commission if the exchange 
fails to act, may suspend, expel, or otherwise discipline any person who 
is a member of that exchange, or deny any person access to the 
exchange. Any such action shall be taken solely in accordance with the 
rules of that exchange. 

"(B) Any suspension, expulsion, disciplinary, or access denial 
procedure established by an exchange rule shall provide for written 
notice to the Commission and to the person who is suspended, expelled, 
or disciplined, or denied access, w1thin thirty days, which includes 
the reasons for the exchange action in the form and manner the Com­
mission J?reseribes. Otherwise the notice and reasons shall be kept 
confidential. 

"(2) The Commission may, in its discretion and in accordance with 
such standards and procedures as it deems appropriate, review any 
decision by an exchange whereby >a person is suspended, expelled, 
otherwise disciplined, or denied access to the exchange. In addition, 
the Commission may, in its discretion and upon application of any 
person who is adversely affected by any other exchange action, rmriew 
such action. 

"(3) The Commission may affirm, modify, set aside, or remand any 
exchange decision it reviews pursuant to subsection (2), after a deter~ 
mination on the record whether the action of the exchange was in 
accordance with the J?Olicies of this Act. Subject to judicial review, any 
order of the Commission entered pursuant to subsection (2) shall 
govern the exchange in its further treatment of the matter. 

"(4) The Commission, in its discretion, may order a stay of any 
action taken pursuant to subsection (1) pending review thereof." 

SEC. 217. (a) No person shall offer to enter into, enter into, or confirm 
the execution of any transaction for the delivery of silver bullion, gold 
bunion, or bulk silver coins or bulk gold coins, pursuant to a standard­
ized contract commonly known to the trade as a margin ·account, 
margin contract, leverage account, or leverage contract contrary to 
any rule, regulation, or order o£ the Commodity Futures Trading Com­
mission desi~ed to insure the financial solvency of the transaction or 
prevent mampulation or fraud: Provided, That such rule, regulation, 
or order may be made only after notice and opportunity for hearing. 
If the Commission determines that any such transaction is a contract 
for future delivery within the meaning of the Commodity Exchange 
Act, as amended, such transaction shall be regulated in accordance 
with the provisions of such Act. 

(b) The provisions of section 9(c) of the Commodity Exchange 
Act, as amended, shall be applicable with respect to persons who 
violate the provisions of this section. 
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TITLE III-ENABLING AUTHORITY FOR CREATION OF 
NATIONAL FUTURES ASSOCIATIONS 

SEo. 301. The Commodity Exchange Act, as amended, is amended 
by adding the following new section: 

"SEc. 17. (a) Any association of persons may be registered with 
the Commission as a registered futures associatiOn pursuant to sub­
section (b) of this section, under the terms and conditions hereinafter 
provided in this section, by filing with the Commission for review and 
approval a registration statement in such form as the Commission 
may prescribe, setting forth the information, and accompanied by the 
documents, below specified : 

"(1) Data as to its organization, membership, and rules of pro­
cedure, and such other information as the Commission may by rules 
and regulations require as necessary or appropriate in the public 
interest; and 

" ( 2) Copies of its constitution, charter, or articles of incorporation 
or association, with all amendments thereto, and of its bylaws, and 
of any rules or instruments corresponding to the foregoing, whatever 
the name, hereinafter in this section collectively reterreu to as the 
'rules of the association'. 

"(b) An applicant association shall not be registered as a futures 
association unless the Commission finds, under standards established 
by the Commission, that-

" ( 1) such association is in the public interest and that it will be 
able to comply with the provisions of this section and the rules 
and regulatiOns thereunder and to carry out the purposes of this 
section; 

" ( 2) the rules of the association provide that any person reg­
istered under this Act, contract market, or any o.ther person desig­
nated pursuant to the rules of the Commission as eligible for 
membership may become a member of such association, except 
such as are excluded fursuant to :paragraph ( i}) or ( 4) of this 
subsection, or a rule o the associatiOn permitted under this para­
graph. The rules of the association may restrict membership in 
such association on such specified basis relating to the type of 
business done by its members, or on such other specified and 
appropriate basis, as ap.Pears to the Commission to be necessary or 
appropriate in the pubhc interest and to carry out the purpose of 
this section. Rules adopted by the association may provide that 
the association may).. unless the Commission directs otherwise in 
cases in which the vommission finds it appropriate in the public 
interest so to direct, deny admission to, or refuse to continue in 
such association any person if (i) such person, whether prior or 
subsequent to becoming registered as such, or ( ii) any person 
associated with in the meaning of 'associated person' as set forth 
in section 4k of this Act, whether prior or subsequent to becoming 
so associated, has been and is suspended or expelled from a con­
tract market or has been and is barred or suspended from being 
associated with all members of such contract market, for violation 
of any rule of such contract market; 

" ( 3) the rules of the association provide that, except with the 
approval or at the direction of the Commission in cases in which 
the Commission finds it appropriate in the public interest so to 
approve or direct, no person shall be admitted to or continued in 
membership in such association, if such person-

" (A) has been and is suspended or expelled from a reg­
istered futures association or from a contract market or has 
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been and is barred or suspended from being associated with 
all members of such association or from being associated with 
all members of such contract market, for violation of any rule 
of such association or contract market which prohibits any 
act or transaction constituting conduct inconsistent with just 
and equitable principles of trade, or requires any act the 
omission of which constitutes conduct inconsistent with just 
and equitable principles of trade; or 

"(B) is subject to an order of the Commission denying, 
suspending, or revoking his registration pursuant to section 
6 (b) of this Act ('T U.S.C. 9), or expelling or susJ?6nding him 
from membership in a registered futures associatiOn or a con­
tract market, or barring or suspending him from being asso­
ciated with a futures commission merchant; or 

"(C) whether prior or subsequent to becoming a member, 
by his conduct while associated with a member, was a cause 
of any suspension, expulsion, or order of the character 
described in clause (A) or (B) which is in effect with respect 
to such member, and in entering such a suspension, expulsion, 
or order, the Commission or any such contract market or 
association shall have jurisdiction to determine whether or 
not any person was a cause thereof; or 

"(D) has associated with him any person who is known, 
or in the exercise of reasonable care should be known, to him 
to be a person who would be ineligible for admission to or 
continuance in membership under clause (A), (B), or (C) 
of this paragraph. 

" ( 4) the rules of the association provide that, except with the 
approval or at the direction of the Commission in cases in which 
the Commission finds it appropriate in the public interest so to 
approve or direct, no person shall become a member and no nat­
ural person shall become a person associated with a member, unless 
such person is qualified to become a member or a person associated 
with a member in conformity with specified and appropriate 
standards with respect to the training, experience, and such other 
qualifications of such person as the association finds necessarY. or 
desirable, and in the case of a member, the financial responsibility 
of such a member. For the purpose of defining such standards and 
the application thereof, such rules may-

"(A) appropriately classify prospective members (taking 
into account relevant matters, including type or nature of 
business done) and persons proposed to be associated with 
members. 

'' (B) specify that all or any portion of such standard shall 
be applicable to any such class. 

" (C) require persons in any such class to pass examina­
tions prescribed in accordance with such rules. 

"(D) .Provide that persons in any such class other than 
prospective members and partners, officers and supervisory 
employees (which latter term may be defined by such rules 
and as so defined shall include branch managers of members) 
of members, may be qualified solely on the basis of compliance 
with specified standards of training and such other qualifica­
tions as the association finds appropriate. 

"(E) provide that applications to become a member or 
a person associated with a member shall set forth such facts 
as the association may prescribe as to the training, experience, 
and other qualifications (including, in the case of an appli­
cant for membership, financial responsibility) of the appli-
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cant and that the association shall adopt procedures for 
verification of qualifications of the applicant. 

"(F) require any class of persons associated with a mem­
ber to be registered with the association in accordance with 
procedures specified by such rules (and any application or 
document supplemental thereto required by such rules of a 
person seeking to be registered with such association shall, 
for the purposes of subsection (b) of section 6 of the Act, be 
deemed an application required to be filed under this section). 

" ( 5) the rules of the association assure a fair representation of 
its members in the adoption of any rule of the association or 
amendment thereto, the selection of its officers and directors, and 
in all other phases of the administration of its affairs. 

" ( 6) the rules of the association provide for the equitable allo­
cation of dues among its members, to defray reasonable expenses 
of administration. 

"(7) the rules of the association are designed to prevent fraud­
ulent and manipulative acts and practices, to promote just and 
equitable principles of trade, in general, to protect the public 
interest, and to remove impediments to and perfect the mechanism 
of free and open futures trading. 

"(8) the rules of theassociation provide that its members and 
persons associated with its members shall be appropriately dis­
ciplined, by expulsion, suspension, fine, censure, or being sus­
pended or barred from being associated with all members, or any 
other fitting penalty, for any violation of its rules. 

" ( 9) the rules of the association provide a fair and orderly 
procedure with respect to the disciplining of members and per­
sons associated with members and the denial of membership to 
any person seeking membership therein or the barring of any 
person from being associated with a member. In any proceeding 
to determine whether any member or other person shall be disci­
plined, such rules shall require that specific charges be brought; 
that such member or person shall be notified of, and be given an 
opportunity to defend against, such charges; that a record shall 
be kept; and that the determination shall include--

" (A) a statement setting forth any act or practice in which 
such member or other person may be found to have engaged, 
or which such member or other person may be found to have 
omitted. 

"(B) a statement setting forth the specific rule or rules of 
the association of which any such act or practice, or omission 
to act, is deemed to be in violation. 

" (C) a statement whether the acts or practices prohibited 
by such rule or rules, or the omisssion of any act required 
thereby, are deemed to constitute conduct inconsistent with 
just and equitable princiJ?les of trade. 

"(D) 'a statement settmg forth the penalty imposed. 
In any proceeding to determine whether a person shall be denied 
membership or whether any person shall be barred from being 
associated with a member, such rules shall provide that the person 
shall be notified of, and be given an opportunity to be heard upon, 
the specific grounds for denial or bar which are under considera­
tion; that a record shall be kept; and t,hat the determination shall 
set forth the specific grounds upon which the denial or bar is 
based. 

" ( 10) the rules of the association provide for a fair and 
equitable procedure throug-h arbitration or otherwise for the set­
tlement of a customer's claims and grievances against any member 
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or employee thereof: Provided, That ( i) the use of such procedure 
by a customer shall be voluntary, ( ii) the procedure shall not be 
applicable to any claim in excess of $5,000, (iii) the procedure 
shall not result in any compulsory payment except as agreed upon 
between the parties, and (iv) the term 'customer' as used in this 
subsection shall not incluae a futures commission merchant or a 
floor broker. 

"(c) The Commission may, after notice and opportunity for hear­
ing, suspend the registration of any futures a;ssoCiation if it finds t~at 
the rules thereof do not conform to the reqwrements of the Commis­
sion, and any such suspension shall remain in effect until the Com­
mission issues 'an order de~rmining that such rules have been modified 
to conform with such requirements. 

" (d) In addition to the fees and charges authorized by section 8a 
( 4) of this Act, each person registered under this Act, who is not a 
member of a iutures. association registered pursuant to this section, 
shall pay to the Commission such reasonable fees and charges as may 
be necessary to defray the costs of additional regulatory duties 
required to be performed by the Commission because such person is not 
a member of a registered futures association. The Commission shall 
establish such additional fees and charges by rules and regulations. 

" (e) Any person registered under this Act, who is not a member of 
a futures association registered pursuant to this section, in addition 
to the other requirements and obligations of this Act and the regula­
tions thereunder shall be subject to such other rules and regulations as 
the Commission may find necessary to protect the public interest and 
promote just and equitable principles of trade. 

"(f) Upon filing of an application for registration pursuant to sub­
sectiOn (a), the Commission may by order grant such registration if 
the requirements of this section are satisfied. If, after appropriate 
notice and opportunity for hearing, it appears to the Commission that 
any requirement of this section is not satisfied, the Commission shall 
by order deny such registration. _ 

"(g) A registered futures association may, upon such reasonable 
notice as the Commission may deem necessary in the public interest, 
withdraw from registration by filing with the Commission a written 
notice of withdrawal in such form as the Commission may by rules and 
re~lations. prescribe. . 

'(h) If any registered futures association takes any disci,Plinary 
action against any member thereof or any person associated w1th such 
n member or denies .admission to any person seeking membership 
therein, or bars any person from being associated with a member, 
such action shall be subject to review by the Commission, on its own 
motion, or upon application by any person aggrieved thereby filed 
within thirty days after such action has been taken or within such 
longer period as the Commission may determine. Application to the 
Commission for review, or the institution of review by the Commission 
on its own motion, shall operate as a stay of such action until an order 
is issued upon such review pursuant to subsection (k) of this section 
unless the Commission otherwise orders, after notice and opportunity 
for hearing on the question of a stay (which hearing may consist solely 
of affidavits and oral arguments). 

" ( i) ( 1) In a proceeding to review disciplinary action taken by a 
registered. futures associat10n against a member thereof or a person 
associated with a member, if the Commission, after appropriate notice 
and opportunity for hearing, upon consideration of the record before 
the association and such other evidence as it may deem relevant-
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" (A) finds that such member or person has engaged in such 
acts or ,t>ractices, or has omitted such act, as the association has 
found him to have engaged in or omitted, and 

" (B) determines that such acts or practices, or omission to act, 
are m violation of such rules of the association as have been desig­
nated in the determination of the association, the Commission 
shall by order dismiss the proceeding, unless it appears to the 
Commission that such action should be modified in accordance 
with paragraph (2) of this subsection. The Commission shall like­
wise determine whether the acts or practices prohibited, or the 
omission of any act required, by any such rule constitute conduct 
inconsistent with just and equitable principles of trade, and shall 
so declare. If it appears to the Commission that the evidence does 
not warrant the finding required in clause (A), or if the Com­
mission determines that such acts or practices as are found to have 
been engaged in are not prohibited by the designated rule or rules 
of the association, or that such act as 1s found to have been omitted 
is not required by such designated rule or rules, the Commission 
shall by order set aside the action of the association. 

"(2) H, after appropriate notice and opportunity for hearing, the 
Commission finds that any penalty imposed upon a member or person 
associated with a member is excessive or oppressive, having due regard 
to the public interest, the Commission shall by order cancel, reduce, 
or require the remission of such penalty. 

"(3) In any proceeding to review the denial of membership in a 
registered futures association or the barring of any person from being 
associated with a member, if the Commission, after appropriate notice 
and hearing, and upon consideration of the record before the associa­
tion and such other evidence as it may deem relevant, determines that 
the specific grounds on which such denial or bar is based exist in fact 
and arc valid under this section, the Commission shall by order dismiss 
the proceeding; otherwise, the Commission shall by order set aside the 
action of the association and require it to admit the applicant to 
membership therein, or to permit such person to be associated with 
a member. 

"(j) Every registered futures association shall file with the Com­
mission in accordance with such rules and l'egulations as the Commis­
sion may prescribe as necessary or appropriate in the public interest, 
copies of any changes in or additions to the rules of the association, 
and such other information and documents as the Commission may 
require to keep current or to supplement the registration statement 
and documents filed pursuant to subsection (a) of this section. Any 
change in or addition to the rules of a registered futures association 
shall be submitted to the Commission for approval and shall take 
effect upon the thirtieth day after such approval by the Commission, 
or upon such earlier date as the Commission may determine, unless the 
Commission shall enter an order disapproving such change or addi­
tion; and the Commission shall enter such an order unless such change 
or addition appears to the Commission to be consistent with the 
re~uirements of this section and the provisions of this Act. 

(k) (1) The Commission is authorized by order to abrogate any 
rule of a registered futures association, if after a,t>propriate notice and 
opportunity for hearing, it appears to the Comm1ssion that such abro­
gation is necessary or appropriate to assure fair dealing by the mem­
bers of such association, to assure a fair representation of its members 
in the administration of its affairs or effectuate the purposes of this 
title. 
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"(2) The Commission may in writing request any registered futures 
association to adopt any specified alteration or supplement to its rules 
with respect to any of the matters hereinafter enumerated. If such 
association fails to adopt such alteration or supplement within a 
reasonable time, the Commission is authorized by order to alter or 
supplement the rules of such association in the manner theretofore 
req,uested, or with such modifications of such alteration or supplement 
as 1t deems necessary if, after appropriate notice and opportunity for 
hearing, it appears to the Commission that such alteration or supple­
ment is necessary or appropriate in the public interest or to effectuate 
the purposes of this sectiOn, with respect to-

" (A) the basis for, and procedure in connection with, the denial 
of membership or the barring from being associated with a mem­
ber or the disciplining of members or persons associated with 
members, or the qualifications required for members or natural 
persons associated with members or any class thereof; 

"(B) the method for adoption of any change in or addition to 
the rules of the association; 

" (C) the method of choosing officers and directors. 
"(I) The Commission is authorized, if such action appears to it to be 

necessary or appropriate in the public interest or to carry out the pur­
poses of this section-

" (1) after appropriate notice and opportunity for hearing, by 
order to suspend for a period not exceeding twelve months or to 
revoke the registration of a registered futures association, if the 
Commission finds that such association has violated any provisions 
of this title or any rule or regulation thereunder, or has failed to 
enforce compliance with its own rules, or has engaged in any other 
activity tending to defeat the purposes of this Act; 

"(2) after appropriate notice and opportunity for hearing, by 
order to suspend for a period not exceeding twelve months or to 
expel from a registered futures association any member thereof, 
or to suspend for a period not exceeding twelve months or to bar 
any person from bemg associated with a member thereof, if the 
Commission finds that such member or person-

" (A) has violated any provision of this title or any rule or 
ret!lllation thereunder, or has effected any transaction for any 
ot1ier person who, he had reason to believe, was violating with 
respect to such transaction any provision of this title or any 
rule or regulation thereunder; or 

"(B) has willfully violated any provision of the Commod­
ity Exchange Act, as amended, or of any rule, regulation, or 
order thereunder, or has effected any transaction for any 
other person who, he had r(;>ason to beheve, was willfully vio­
lating with respect to such transaction any provision of such 
Act or rule, regulation, or order. 

"(3) after appropriate notice and opportunity for hearing, by 
order to remove from office any officer or director of a registered 
futures association who, the Commission finds, has willfully failed 
to enforce the rules of the association, or has willfully abused his 
authority. 

" ( m) The Commission shall include in its annual reports to Congress 
information concerning any futures associations registered pursuant 
to this section and the effectiveness of such associations in regulating 
the practices of the members." 
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TITLE IV -MISCELLANEOUS PROVISIONS 

SEc. 401. Section 9 of the Commodity Exchange Act, as amended 
( 7 U .S.C. 13), is amended by adding the following new subsections : 

" (d) It shall be a felony punishable by a fine of not more than 
$10,000 or imprisonment for not more than five years, or both, together 
with the costs of prosecution, for any Commissioner of the Commis­
sion or any employee or agent thereof: to participate, directly or in­
directly, in any transaction in commodity futures or any transaction 
of the character of or which is commonly known to the trade as an 
'option', 'privilege', 'indemnity', 'bid', 'offer', 'put', 'call', 'advance 
guaranty', or 'decline guaranty', or for any such person to participate, 
directly or indire.ctly, in any investment transaction in an actual com­
modity: Provided, That such prohibition against any investment 
transaction in an actual commodity shall not apply to a transaction 
in which such person buys an agricultural commodity or livestock for 
use in his own farming or ranching operations or sells an agricultural 
commodity which he has produced in connection with his own farming 
or ranching operations nor to any transaction in which he sells live­
stock which he has owned at least three months. With respect to such 
excepted transactions, the Commission shall require any Commissioner 
of the Commission or any employee or agent thereof who participates 
in any such transaction to notify the Commission thereof in accordance 
with such regulations as the Commission shall prescribe and the Com­
mission shall make such information available to the public. 

" (e) It shall be a felony punishable by a fine of not more than 
$10,000 or imprisonment for not more than five years, or both, together 
with the costs of prosecution- ( 1) for any Commissioner of the Com­
mission or any employee or agent thereof who, by virtue of his employ­
ment or position, acquires information which may affect or tend to 
affect the price of any commodity futures or commodity and which 
information has not been made public to impart such information 
with !ntent to ~sist !Lno~her person, directly or indirectly,~ pa,rtici­
pate m any transactiOn m commodity futures, any transactiOn m an 
actual commodity, or in any transaction of the character of or which 
is commonly known to the trade as an 'option', 'privilege', 'indemnity', 
'bid', 'offer', 'put', 'call', 'advance guaranty', or 'decline guaranty'; and 
( 2) for any person to acquire such mformation from any Commissioner 
of the Commission or any employee or agent thereof and to use such 
information in any transaction in commodity futures, any transaction 
in an actual commodity, or in any transactiOn of the character of or 
which is commonly known to the trade as an 'option', 'privilege', 
'indemnity', 'bid', 'offer', 'put', 'call', 'advance guaranty', or 'declme 
guaranty'." 

SEc. 402. Section 4c of the Commodity Exchange Act, as amended 
(7 u.s.a. 6c), is amended-

( a) By inserting " (a) " after "SEC. 4c. ". 
(b) By striking paragraph (B) in its entirety and inserting in lieu 

thereof the followmg: 
. "(B) if such transaction involves any commodity specifically 
set forth in section 2 (a) of this Act, prior to the enactment of the 
Commodity Futures Trading Commission Act of 197 4, and if 
such transaction is of the character of, or is commonly known to 
the trade as, an 'option', 'privi1ege', 'indemnity', 'bid', 'offer', 'put', 
'call', 'advance guaranty', or 'decline guaranty', or". 

(c) By adding at the end thereof the following new subsection: 
"(b) No person shall offer to enter into, enter into, or confirm the 

execution of, any transaction subject to the provisions of subsection 
(a) of this section involving any commodity regulated under this Act, 



H. R. 13113-25 

but not specifically set forth in section 2 (a) of this Act, prior to the 
enactment of the Commodity Futures Trading Commission Act of 
1974, which is of the character of, or is commonly known to the trade 
as, an 'option', 'privilege', 'indemnity', 'bid', 'offer', 'put', 'call', 'advance 
guaranty', or 'decline guaranty', contrary to any rule, regulation, 
or order of the Commission prohibiting any such transaction or allow­
in~ any such transaction under such terms and conditions as the Com­
mission shall prescribe within one year after the effective date of the 
Commodity Futures Trading Commission Act of 197 4 unless the Com­
mission determines and notifies the Senate Committee on Agriculture 
and Forestry and the House Committee on Agriculture that it is 
una;ble to prescribe such terms and conditions within such period of 
time: Provided, That any such order, rule, or regulation may be made 
only after notice and opportunity for hearing: And provided further, 
That the Commission may set different terms and conditions for 
different markets." 

(d) By striking the last sentence of subsection (a) as designated by 
this section. 

SEc. 403. Section 4a(1) of the Commodity Exchange Act, as 
amended (7 U.S.C. 6a), is amended by inserting, following the word 
"straddles" in the last sentence of such paragraph the words "or 
'arbitrage' " and by adding the following new sentences at the end 
of such paragraph : "The word 'arbitrage' in domestic markets shall 
be defined to mean the same as a 'spread' or 'straddle'. The Commis­
sion is authorized to define the term 'international arbitrage'." 

SEc. 404. Section 4a(3) of the Commodity Exchange Act, as 
amended ( 7 U.S. C. 6a) , is amended by deleting the period at the end 
of the first sentence and adding "as such terms shall be defined ·by 
the Commission within ninety days after the effective date of the 
Commodity Futures Trading Commission Act of 1974 by order con­
sistent with the purposes of this Act."; and by deleting, effective 
immediately. ott enactment of this Act, the remainder of paragraph 
(3): Provided, That notwithstanding any other provision of law, the 
Secretary of Agriculture, immediately upon the enactment of the 
Commodity Futures Trading Commission Act of 1974, is authorized 
and directed to promulgate regulations defining bona fide hedging 
transactions and positions: And provided further, That until the Sec­
retary issues such regulations defining bona fide hedging transactions 
and positions and such regulations are in full force and effect, such 
terms shall continue to be defined as set forth in the Commodity 
Exchange Act prior tQ its amendment by the Commodity Futures 
Trading Commission Act of 197 4. 

SEC. 405. Section 4b of the Commodity Exchange Act, as amended 
( 7 u.s.a. 6b)' is amended-

(a) By deleting the word "cott.on" where it appears in the last full 
paragraph of such section, and inserting in lieu thereof the words 
"a commodity". 

(b) By striking the period at the end of such section and adding 
the following: ": And provided further, That such transactions shall 
be made in accordance with such rules and regulations as the Com­
mission may promulgate regarding the manner of the execution of 
such transactions." 

SEC. 406. Section 5a(6) of the Commodity Exchange Act, ·as 
amended (7 U.S.C. 7a), is amended b:y deleting the semicolon at the 
end of said subsection and inserting m lieu thereof the following: 
"and adopted by the Commission;". 

SEC. 407. Section 5a(8) of the Commodity Exchange Act, as 
amended ( 7 U.S.C. 7 a), is amended-
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(a) By deleting the words "not been disapproved by the Secretary 
of Agriculture pursuant to paragraph (7) of section 8a" and inserting 
in lieu thereof the words "been approved by the Commission pursuant 
to paragraph ( 12) of section 5a". 

(b) By deleting the word "so", and inserting the words "by the 
Commission" immediately before the semicolon at the end of such 
subsection. · 

SEc. 408. Section 6(b) of the Commodity Exchange Act, as amended 
( 7 u.s. c. 9)' is amended-

( a) By striking in the second sentence "a referee" and inserting 
in Jieu thereof "an Administrative Law Judge". 

(b) By striking the word "referee" each other place it appears 
and inserting in lieu thereof "Administrative Law Judge". 

SEc. 409. Section 9 (c) of the Commodity Exchange Act, as amended 
( 7 u.s.a. 13)' is amended by inserting after "section 4i" the following: 
"section 4k, section 4m, section 4o,". 

SEc. 410. Section 5108(c) of title 5 of the United States Code is 
amended by adding after paragraph (11) thereof the following new 
paragraph: 

"(12) The Commodity Futures Trading Commission, subject to the 
standards and procedures prescribed by this chapter, may place an 
additional twenty positions in GS-16, GS-17, and GS-18 for purposes 
of carrying out its functions." 

SEC. 411. All operations of the Commodity Exchange Commission 
and of the Secretary of Agriculture under the Commodity Exchange 
Act, including all pending administrative proceedings, shall be trans­
ferred to the Commodity Futures Tradmg Commission as of the 
effective date of this Act and continue to completion. All rules, regula­
tions, and orders heretofore issued by the Commodity Exchange Com- · 
mission and by the Secretary of Agriculture under the Commodity 
Exchange Act to the extent not inconsistent with the provisions of this 
Act shall continue in full force and effect unless and until terminated, 
modified, or suspended by the Commodity Futures Trading 
Commission. 

SEc. 412. Pending proceedings under existing law shall not be 
abated by reason of any provision of this Act but shall be disposed of 
pursuant to the applicable provisions of the Commodity Exchange 
Act, as amended, in effect prior to the effective date of this Act. 

SEC. 413. If any provision of this Act or the ap:plication thereof to 
any person or circumstances is held invalid, the vahdity of the remain­
der of the Act and the application of such provision to other persons 
or circumstances shall not be affected thereby. 

SEc. 414. The Commodity Exchange Act, as amended, is amended 
by adding the following new section at the end thereof: 

"SEc. 16. (a) The Commission may conduct regular investigations 
of the markets for goods, articles, services, rights, and interests which 
are the subject of futures contracts, and furnish reports of the findings 
of these investigations to the public on a regular basis. These market 
reports shall, where appropriate, include information on the supply, 
demand, prices, and other conditions in the United States and other 
countries with respect to such goods, articles, services, rights, interests, 
and information respecting the futures markets. 

"(b) The Commission shall cooperate with the Department of Agri­
culture and any other DepartJUent or Federal a¥ency which makes 
market investigations to avoid unnecessary duplication of informa­
tion-gathering activities. 

" (c) The Department of Agriculture and any other Department or 
Federal agency which has market information sought by the Commis-
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sion shall furnish it to the Commission upon the request of any author­
ized employee of the Commission. The Commission shall abide by any 
rules of confidentiality applying to such information. 

" (d) The Commission shall not disclose in such reports data and 
information which would separately disclose the business transactions 
of any person and trade secrets or names of customers except as pro­
vided in section 8 of this Act." 

SEc. 415. Section 4g of the Commodity Exchange Act, as amended; 
is amended by insertmg " ( 1)" after the section designation and by 
adding the following new subsections: 

"(2) Every clearinghouse and contract market shall maintain daily 
trading records. The daily trading records shall include such informa­
tion as the Commission shall prescribe by rule. 

" ( 3) Brokers and futures commission merchants shall maintain 
daily trading records for each customer in such manner and form as 
to be identifiable with the trades referred to in subsection (2). 

" ( 4) Daily trading records shall be maintained in a form suitable 
to the Commission for such period as may be required by the Com­
mission. Reports shall be made from the records maintained at such 
times and at such places and in such form as the Commission may 
prescribe by rule, order, or regulation in order to protect the public 
interest and the interest of persons trading in commodity futures. 

"(5) Before the beginning of trading each day, the exchange shall, 
insofar as is practicable and under terms and conditions specified by 
the Commission, make public the volume of trading on each type of 
contract for the previous day and such other information as the Com­
mission deems necessary in the public interest and prescribes by rule, 
order, or regulation. 

" ( 6) Nothing contained in this section shall be construed to prohibit 
the Commission from making separate determinations for different 
clearinghouses, contract markets, and exchanges when such determi­
nations are warranted in the judgment of the Commission." 

SEc. 416. The Commodity Exchange Act, as amended, is amended 
by adding at the end thereof the following new section : 

"SEc. 18. (a) The Commission shall establish and maintain, as part 
of its ongoing operations, research and information programs to (1) 
determine the feasibility of trading by computer, and the expanded 
use of modern information system technology, electronic data process­
ing, and modern communication systems by commodity exchanges, 
boards of trade, and by the Commission itself for purposes of improv­
ing, strengthening, facilitating, or regulating futures trading 
operations; (2) assist in the development of educational and other 
informational materials regarding futures trading for dissemination 
and use among producers, market users, and the general public; and 
( 3) carry out the general purposes of this Act. 

"(b) The Commission shall include in its annual reports to Congress 
plans and findings with respect to iJ11plementing this section." 

.SEc. 417. The Commodity Futures Trading Commission shall sub­
tmt to the Congress, not later than June 30, 1976, a report respecting the 
need for legislation insuring owners of commodity futures accounts 
and persons handling or clearin$ trade..<; in such accounts against loss 
by reason of the insolvency or nnancial failure of a futures commis­
sion merchant carrying such accounts. The report shall contain the 
recommendations of the Commission concerning the form and nature 
of any such legislation. 

SEc. 418. (a) Except as otherwise provided specifically in this Act, 
the effective date of this Act shall be the 180th day after enactment. 
The Commission referred to in section 101 is hereby established effec­
tive immediately on enactment of this Act. Sections 102 and 410 shall 
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be effective immediately on enactment of this Act. Activities necessary 
to implement the changes effected by this Act may be carried out after 
the date of enactment and before as well as after the 180th day there­
after. Activities to be carried out after the date of enactment and before 
the 180th day thereafter may include, but are not limited to the follow­
ing: designation of boards of trade as contract markets, registration 
of futures commission merchants, floor brokers, and other persons 
required to be registered under the Act, approval or modification of 
bylaws, rules, regulations, and resolutions of contract markets, and 
issuance of regulations, effective on or after the 180th day after 
enactment; appointment and compensation of the members of the Com­
mission; hiring and compensation of staff; and conducting of investi­
gations and hearings. Nothing in this Act shall limit the authority of 
the Secretary of Agriculture or the Commodity Exchange Commission 
under the Commodity Exchange Act, as amended, prior to the 180th 
day after enactment of this Act. 

(b) Funds appropriated for the administration of the Commodity 
Exchange Act, as amended, may be used to implement this Act 
immediately after the date of enactment of this Act. 

Speaker of the House of Representatives. 

Vice President of the United States and 
President of the Senate. 
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THE WHITE HOUSE 

STATEMENT BY THE PRESIDENT 

I am pleased to announce that I have signed into law H. R. 13113, the 
Commodity Futures Trading Commission Act of 1974. 

This act will provide the first major overhaul of the existing Commodity 
Exchange Act since its inception by establishing a new regulatory structure 
to apply to all commodity futures trading. This is an objective which I 
fully support. 

This legislation was prompted by increasing concern that Federal regulation 
of commodity futures trading is too narrow in scope and that the present 
regulatory system is inadequate. In the past few years, the Federal 
Government has disposed of large accumulations of minerals and agricultural 
commodities. But present stocks are not large enough to stabilize prices. 
The recent market situation has been characterized by widely swinging prices. 
The futures markets have become increasingly important to our marketing 
system -- with the value of futures trading now totaling $500 billion annually. 

The increased trading has attracted more speculators and vastly increased 
the potential for unethical and illegal practices. This has resulted in failures 
of financial firms and losses by innocent investors. 

Consumers also have suffered since the gyrations of the futures markets 
have, in some cases, driven up prices to consumers. 

It is important that futures trading take place under conditions in which 
traders and the public have full confidence in the system. This new law is 
an hnportant step in this dir ecti.on. 

Unfortunately, in passing an otherwise desirable bill, the Congress bas in­
corporated three objectionable provisions which would enable the new 
Commodity Futures Trading Commission to compromise traditional Executive 
Branch functions. 1 find these provisions unacceptable as well as being 
unnecessary for the effective operation of the Commission. 

The first one would require the concurrent submission of Commission budget 
requests to Congress and to the President or to the Office of Management 
and Budget. This would in effect undercut the provisions of the Budget and 
Accounting Act of 1921 which requires the President to submit to Congress a 
single coordinated budget. It also rep.-esents a retreat from my goal of 
reduced federal spending, since it will make it more difficult for me to 
review all requests for federal spending in advance of submission to Congress. 

Second, as with the budget requests, it would require concurrent submission 
of the Commission's legislative proposals.. If extended to other agencies, 
such a requirement would make it difficult for me to develop and present to 
the Congress a coherent, coordinated legislative program. 

Third, the Commission is empowered to appoint an Executive Director by 
and with the advice and consent of the Senate. This raises serious constitutional 
questions, by providing for an Executive Branch appointment in a manner not 
contemplated by the Constitution. This encroachment on the separation of 
powers can easily be corrected by deletion of the request for Senate confirma­
tion of the Executive Director. 

MOllE 
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Nevertheless, because of the need for better regulation of commodity 
futures trading, I have signed H.R. 13113, notwithstanding my strong objec­
tions to these three provisions which erode necessary Executive control. 
I will submit to the Congress legislation which would correct these three 
provisions and I will strongly urge its passage during this session of the 
93rd Congress. 

* * 
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