
The original documents are located in Box 24, folder “1975/04/16 HJR335 Amend the 
Commodity Futures Trading Commission Act” of the White House Records Office: 

Legislation Case Files at the Gerald R. Ford Presidential Library. 
 

Copyright Notice 
The copyright law of the United States (Title 17, United States Code) governs the making of 
photocopies or other reproductions of copyrighted material. Gerald R. Ford donated to the United 
States of America his copyrights in all of his unpublished writings in National Archives collections.  
Works prepared by U.S. Government employees as part of their official duties are in the public 
domain.  The copyrights to materials written by other individuals or organizations are presumed to 
remain with them.   If you think any of the information displayed in the PDF is subject to a valid 
copyright claim, please contact the Gerald R. Ford Presidential Library.  
 
Exact duplicates within this folder were not digitized. 



THE WHITE HOUSE ACTION 

WASHINGTON 
Last Day: April 28 

April 16, 1975 

MEMORANDUM FOR THE PRESIDENT 

FROM: JIM CANNON~~ 
SUBJECT: Enrolled ~;~on H.J. Res. 335 -Amend 

the Commodity Futures Trading Commission Act 

Attached for your consideration is H.J. Res. 335, sponsored 
by Representative Foley and three others, which extends 
for a period not to exceed 90 days, the date by which 
the Commodity Futures Trading Commission must carry out 
certain provisions of the Commodity Futures Trading 
Commission Act. 

Under the Act, if the Commodity Futures Trading Commission 
does not take specified actions by April 21, 1975, certain 
activities relating to the operation of the Nation's 
commodities markets and trading cannot continue to be 
carried on. Since the Commission was only formally 
established on April 15, 1975, it is not possible to 
carry out these actions by the deadline. 

Additional background is provided in OMB's enrolled bill 
report at Tab A. 

OMB recommends your approval of the resolution as soon 
as possible. Bill Seidman, Max Friedersdorf, Phil Buchen 
(Lazarus) and I concur in this recommendation. 

RECOMMENDATION 

That you sign H.J. Res. 335 at Tab B. 

Digitized from Box 24 of the White House Records Office Legislation Case Files at the Gerald R. Ford Presidential Library



EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

APR 16 1975 

MEMORANDUM FOR THE PRESIDENT 

Subject: Enrolled Resolution H.J.Res. 335 -Amend Commodity 
Futures Trading Commission Act 

Sponsor - Rep. Foley (D) Washington and 3 others 

Last Day for Action 

Your signature is recommended as soon as possible in order 
that the provisions of the resolution may take effect with­
out delay. 

Purpose 

Authorizes the extension of the effective date of certain 
prov1s1ons of the Commodity Futures Trading Commission Act 
for periods of not to exceed 90 days. 

Agency Recommendations 

Office of Management and Budget 

Commodity Futures Trading 
Commission 

Department of Agriculture 

Discussion 

Approval 

Approval (informally) 
Approval (informally) 

The Commodity Futures Trading Commission Act of 1974 -­
which was approved by the President on October 23, 1974 
makes extensive changes in the Commodity Exchange Act, 
brings under Federal regulation all agricultural and other 
commodities, goods, and services traded on boards of trade, 
and otherwise strengthens the regulation of the Nation's 
$500 billion commodity futures trading industry. The changes 
made by the 1974 Act include the establishment of the Commodity 
Futures Trading Commission, consisting of a Chairman and 
four other Commissioners. 



2. 

Under its enabling act, if the Commodity Futures Trading 
Commission does not take specified actions by April 21, 
1975 certain activities relating to the operation of the 
nation's commodities markets and trading cannot continue 
to be carried on. The Commission cannot possibly carry 
out all of these required actions by that date since it 
was only formally established on April 15, 1975 when four 
Commissioners were sworn in. 

H.J.Res. 335 will extend, until a date prescribed by the 
Commission but not to exceed 90 days, the dates by which it 
must carry out the required actions. The commodities 
activities involved relate to provisional designation of 
certain trading markets, delaying Commission approval of 
the bylaws of contract markets, provisional registration 
of certain authorized traders, trading by brokers for 
their own accounts, definition of hedging transactions, and 
settlement of customers' claims. 

The Commission has prepared implementing regulations to 
carry out H.J.Res 335 which will be published in the Federal 
Register as soon as possible after the resolution is approved. 

Enclosures 

9~·~·~rn· a-~ 
~ssistant Director f~r 

Legislative Reference 



EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

APR 16 1975 

MEMORANDUM FOR_ THE PRESIDENT 

Subject: Enrolled Resolution H.J.Res. 335 - Amend Commodity 
Futures Trading Commission Act 

Sponsor - Rep. Foley (D) Washington and 3 others 

Last Day for Action 

Your signature is recomn1ended as soon as possible in order 
that the provisions of the resolution may take effect with­
out delay. 

Purpose 

Authorizes the extension of the effective date of certain 
prov~s~ons of the Commodity Futures Trad~ng crnnm~ss1on Act 
for periods of not to exceed 90 days. 

Agency Recommendations 

Office of Management and Budget 

Commodity Futures Trading 
Commission 

Department of Agriculture 

Discussion 

A:pproval 

Approval (informally) 
Approval (informally) 

The Commodity Futures Trading Co~~ission Act of 1974 -­
which was approved by the President on October 23, 1974 
makes extensive changes in the Commodity Exchange Act, 
brings under Federal regulation all agricultural and other 
co~~odities, goods, -and services traded on boards of trade, 
and otherwise strengthens the regulation of the Nation's 
$500 billion commodity futures trading industry. The changes 
made by the 1974 Act include the establishment of the Commodity 
Futures Trading Commission, consisting of a Chairman and 
four other Commissioners. 



MEHORANDUM FOR: 

SUBJECT: 

THE \1/HlTE HOUSS 

VV A S H I t'-1 G T 0 N 

April 16, 1975 

WARREN HENDRIKS 

L. FRIEDERSDORF .Itt~(; ' 
Action Memorandum - Log No. 

H.J. Res 335 -Amend Commodity Futures 
Trading Commission Ac~ 

The Office of Legislative Affairs concurs with the Agencies 
that the subject resolution should be signed. 

Attachments 

• 



THE WHITE HO.USE 

ACTION MEMORANDUM WASHINGTON LOG NO.: 

Date: April 16, 1975 Time: 200pm 

FOR ACTION: Hike Duval 
Max Friedersdorf 
Ken Lazarus 

cc (for information): Warren Hendriks 
Jim Cavanaugh 

Bill Seidman 

FROM THE STAFF SECRETARY 

DUE: Date: April 16 Time: 430pm 

SUBJECT: 

B.J. Res. 335 - Amend Commodity 
Futures Trading Commission Act 

ACTION REQUESTED: 

X 
__ For Necessary Action __ For Your Recommendations 

__ Prepare Agenda. a.nd Brie£ _ _ Dra.ft Reply 

~For Your Comments Draft Remarks 

REMARKS: 

Paease return to Judy Johnston, Ground Floor West Wing 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

If you ha.ve a.ny questions or if you a.nticipa.te a. 
delay in submitting the required ma.teria.l, please 
telephone the Sia.££ Secreta.ry immedia.tely. 

K. R. COLE, JR. 
For the President 



THE WHITE HbUSE 

ACTION ?>.lT.\1010\NDL\I W .... Sill~GTO~· LOG NO.: 

Da~: April 16, 1975 Time: 200pm 

FOR iiCTION: Hike Duval 
Max Friedersdorf 
Ken I1azarus 
Bill Seidman 

FHOM THE STAFF SECRETARY 

DUE: Dcdo: April 16 

cc (for infdrmo.tion): Warren Hendriks 
Jim Cavanaugh 

Time: 430pm 

--------------------------------------------------------------
SUBJEC'r: 

H.J. Res. 335 - Amend Commodity 
Futures Trading Commission Act 

ACTION REQUESTED: 

X 
___ Fox Your Recomrnendo.tions 

--- DraH Rep!y 

..._2{_ . For Your Common is Draft Remarks 

REMARKS: 

Please return to Judy Johnston, Ground Floor West Wing 

No objection. -- Ken Lazarus 

PLE..ltSE AT'l'ACH THIS cor~y TO Iir.A.TERIEI1 SUDMIT'r.ED. 

I£ yot; have t"lTlY r.r.1esHo~1.s or 1i you o.r,tic~po.h:> u 
D,.t,;lc~J' in. subrn:~iin.~~ th~ require:d. m.atcria.l, pleaa;e 
telepl~a.n.c -(l;.~! Sta.If Se·:.:rc~c.xy i:.n.1,r:n<.;.:lit1fcly .. 

..: ~'r t ... 



·. 
THE WHITE HOUSE 

WA,Hl~GTO:< LOG NO.: 

Da~: April 16, 1975 200pm 

T Mike Duval FOI?. ACTIO!·~: 
Max Friedersdorf 

cc (for information): Warren Hendriks 
Jim Cavanaugh 

Ken Lazarus 
Bill Seidman 

FROM THE STAFF SECRETARY 

DUE: Dcde: April 16 Time: 430pm 

SUBJEC"i': 

H.J. Res. 335 - Amend Commodity 
Futures Trading Corr~ission Act 

ACTION REQUESTED: 

X 
-·- _For Necessa:r.y Action -·--For Your Recomrnendotions 

--- Prepare Agundu and Brief DmH Rc:ply 

___ ?:C __ For Your Comments --- Draft Remarks 

Please return to Judy Johnston, Ground Floor West Wing 

PLEASE ATTACH 'rliiS COPY TO l'ri.t'\TERIAL SUBMITTED. 

If yon have a;:~y CJ"'..lesl:ions or ii you anticipate a. 
delc:.:r h-... sub::-n~!tincr th::. raquhed material, please 
h!lepi·,onc ~h::! Eta££ Sec:retcry irmnediately. 



94TH CONGRESS } 
1st Session 

SENATE 

Calendar No. 68 
{ . REPORT 

No. 94-73 

EXTENSION OF THE EFFECTIVE DATE OF THE COM­
MODITY FUTURES TRADING COMMISSION ACT 

APRIL 10, 1975.-Q'rdered to be printed 

1\Ir. TAUIADGE, from the Committee on Agriculture and Forestry, 
submitted the following 

REPORT 
[To accompany H.J. Res. 335] 

The Committee on Agriculture and Forestry, to which was referred 
the joint resolution (H.J. Res~ 335) to extend the effective date of 
certain provisions of the Commodity Futures Trading CommiSsion 
Act of 1974, having considered the same; reports favorably thereon 
with an amendment and recommends that the joint resolution as 
amended do pass. 

SHORT EXPLANATION 

In the absence of new legislation, the Commodity Futures Trading 
Commission Act of 1974 (Public Law 93-463) is scheduled to become 
fully operational on its effective date-April 21, 1975. 

The principal feature of the new Act is the establishment'.of the 
Commodity Futures Trading Commission, a five~man independent 
regulatory commission consisting of a Chairman and four other Com­
missioners. The Commissioners are to be appointed by the President, 
by and with the advice and consent of the Senate. 

H.J. Res. 335 would permit the orderly implementation of the 1974 
Act by the new Commission by altering the effective date of certain 
major provisions of the Act. 

The Commission would be authorized, under such terms and condi­
tions as it may prescribe, to-

( 1) Grant provisional designation as a contract market to any board 
of trade for commodities traded thereon for a period of time not to 
exceed 90 days from April 21, 1975. (Contract market designations 
previously made by the Secretary of Agriculture for presently regu­
lated commodities would continue in effect until terminated, modified, 
or suspended by the new Commission.) 

38--010 
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(2} Delay for a period of time not to exceed 90 days from AJlril'21, 
1975, the effective date of provisions in the 1974 Act requirmg the 
Commission's approval of contract market bylaws and rules. 

(3) Grant provisional registration to any futures commission mer­
chant, floor broker, associated person, commodity trading advisor~ or 
commodity pool operator for a period of time not to exceed 90 days 
from April 21, 1975. The Commission could delay for the same period 
of timethe effective date of provisions in the 1974 Act requiring the 
registration of such pex:sons. 

The resolution also amends the 1974 Act to provide that the Commis­
sion will have nine months from April 21, HJ75 (instead of six 
months), to determine whether trading by floor brokers and futures 
commission merchants for their own accounts and at the same time 
trading for their customers will be permitted. 

The Commis..<Jion will have 180 days from April21, 1975, (instead of 
90 days), to define bona fide hedging transactions or positions. 

Tlu3 new reparations procedure fn the 1974 Act for handling cus­
tomers' complaints will become effective 15 months (instead of one 
year) from April 21, 1975. However, customers' claims arising within 
one year immediately before such effectiYe date (instead o:f nine 
mont:hs) could be heard by the Commission after the 15-month period. 

Col\rMITTEE AMENDMENT 

The Committee amendment strikes "and" and inserts after "210" on 
page 2, in line 18, the following:", and 407''. 

The amendment would authorize the Commission to delay the effec­
tive date of section 4Q7 of the 1974 Act for aperiod of time not to ex-
ceed 90 days from April21, 1975. . . 

BAcKGROFND AND PuRPOSE oF LEGISLAnox 

I. 

The Commodity Futures Trading Commission Act of 1974-which 
was approved by the President on October 23, 1974-makes extensive 
changes in the Commodity Exchange Act, b:ings under Federal reg-u­
lation all agricultural and other commodities, goods, and services 
traded on boards of trade, and otherwise strengthens the regulation 
of the Nation's $500 billion commodity futures trading industry. 

The changes made by the 1974 Act. il).clude the establislmwnt of the 
Commodity Futures Trading Commission, c<msisting of a Chairman 
and four other Commissioners. The Act 'requires that the Commis­
sioners be appointed by the President, by and with the advice and 
consent of the Senate. 

In enacting the law; Congress prov-ided that the Act was to become 
:fully 0perationa.I 180 days after enactment-or April 21, 197~. 

However, the President's nominations of the first four Commission­
ers. were not submitted to the Semlte until ~larch 18, 1975. The nomi­
nations were confirmed by the Senate on AprillO, 1975. It is, therefore. 
apparent that some alteration must be made in the effective date of 
the 1974 Act if the law is to be implemented in an orderly and effectiYe 
manner. 

j 
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II. 

There are oerta.in things which the· O>mmodity Futures Trading 
Commission cannot physically accOmplish before April 21, 1975. 

The Commission cannot review the operations, bylaws, and rules 
of the currently unregulated commodity markets in sufficient depth 
to determine whether such markets should be designated as contract 
markets under t~e Act. Moreover, the Commission cannot establish 
a r~phrtifig and inarket surveillance system for lthe' currently un u­
lated-:n:uirkets and h:ave it in effective operation by April21, 1975. 
designation of contract markets without proper review and the regu­
lation of trading in new commodity futures without a proper reporting 
·and surveillll,noo system 'Would not be in the public interest. 

Another rliajor area of concern is the registration of persons associ­
ated 'with futures cqmmissi<m merchants and of commodity trading 
advisors and commodity pool operators. , 

!t is estimated that there are approximately 25,000 to 30,000 persons 
who'will be required to register under the Act. The Commission could 
'nQt within the brief period allotted to it prior to April 21, 1975, issue 
the n~cessary regnlntions, review 'the applications from such persons, 
'make meaningful fitness checks, and issue the required registration. 

It Will not be possible for the Commission to approve all bylaws and 
rules of contract n1arkets before April21, 1975. · 

III. 

The responsibilities vested in the new Commission are important 
anq @emanding, and it is obvious that the Commission's work will be 
especiaJJy taxing during th(} first ;year of it~. ion. It is, therefore, 
~pproJ?riate tha~ tJ;le Co~ission be 15iven ·ad al tjme'to complete 
Its action on ce1'tam matters for wluch there are statutory deadlines. 

Unless the 1974:. Act is amended, the Commission ·would have six 
months from April 21, 1975, to determine 'vhether floor brokers and 
futures commission merchants may be permitted to trade for their own 
accounts and, at the same time, trade for their customers. 

There is a wide difference of opinion as to whether'this type of dual 
trading should be penhitted. Since it is a controversial matter and the 
Commission's decision pould have a major impact on certain traders 
and on the markets, it appears desirable for the Commission to have 
additional time in which to make its determination. 

Other responsibilities to be exercised by the Commission within the 
specified time !inli_tati?ns include the issuance of ne~ hedging defini­
tions and the mst1tuhon of a new customers' reparations procedure. 
'Again, it appearS desirable that 'the Commission be afforded additional 
time to meet its responsibilities. 

·Iv. 
In short, I-I.J. Res. 335 would permit the Commission to take over 

fromthe,Secret3:r;:- of ~griculture the ~egulation of the cur;ently regu­
lated matllmts on Apr1l 21, 19'75, and 1m prove the regulation of these 
markets through the use of the more. effective regulatory tools provided 
by the Commodity Futures Trading Commission Act of 1974. IMtddi-



lion, it would provide an orderly ·way in which new markets and new 
.registrants oou!d be brought under the provisions of the Act, and pro­
vide additional time for the Coriunission's co:D.Sid~nation of some of the 
more complex provisions of the Act. "· 

v. 
. It is the intent of the C~mittee that the provisions of th~ ~lu­
tion be interpreted in such a manner as. to enable the Comnn8$lon to 
meet effectiv;ely its ~ew responsibilities .in the .re~lation. of .futures 
trading and tr!ln,sact10ns cov~red by .sect1on 217 of,the 1974 Act. 

There is no mtent that the resolutiOn unnecessarily delay the hold­
ing of hearings or the implementation of any regulation required by 
the 197 4 Act or the Commodity Exchange Act) as amended. 

There are, of course, substantive proVIsions of the Commodity Ex­
change Act, as amended, whi_<;ili. will ~ecome. a:pp_licable with respect 
to all affected persons onApnl21, 197o, and 1t IS mcumbent that such 
persons conduct their business activities in. a mat_mer consistent with 
the requirements of the Act. For ex~mple, sectiOn 4b of the C'!m­
modity Exchange Act, as amended~ ~111 app~y to all perso~ ,~ealing 
in previously unregulated commodities. SectiOn 4b makes 1t unla)V­
ful . . . for any person, in or in connection with any_ order to make, or 
the making of, any contract of sale o~ any commodity for future de­
liverv, made, or to be made, on or subJeCt to the rules of any contract 
market, for or on behalf of any other person . . . 

(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 otb:er 
p\'ltsQn any false re:J1ort or statement thereof, or willfully to 
ent~r 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 mean~ wh~t:soever in reg!l'rd to any such order 
or contract or the dispositiOn or execution of any such o~er 

. or contract, or. in regard to any act of agency performed With 
· respect to such o:r:der or contract for such person; or ·. , 

(D) to bucket such order; or to fill such order b;f offset 
against the order or orders of any~ther person, or Willfully 
and knowinuly and without the prior consent of such person 
.to become the buyer in respect to any selling o~der of such 
person, or become the seller in respect to any buymg order of 
such person. 

Violators of section 4b will be subject to the criminal penalties of 
section 9 (c) ?f the Commodity ~xchange Act, as amended, f~r ~y 
action occurrmg on or after_April21, 1975, ~g11;rdless of the t1mmg 
of additional regulatory actiOn by the CommiSSIOn. 

VI. 

As of April21 1975 any person who is acting as a "futures commis­
sion merchant" ~r "fl.~or broker" solely in the presently unregulated 
commodities must cease doing business unless he is registered under 

the Aci. Further, if the Commission finds it in the public interest not 
to extend the effective dates of sections 204 and 205 of the 197 4 Act, 
any person who 'is a "commodity trading advisor," "commodity pool 
operator'', or an "associated person", as those terms are defined in the 
Act, must also cease doing bm~iness as of April 21, 1975, unless regis­
tered under the Act. 

The rpose of provisional registration is to provide the Commis-
sion w opportunity to give registration applications the review 
they require and, at the same. time, permit applicants, pending the 
completiOn of that review, to continue to engage in the business for 
which they are seeking registration. 

A person who is granted provisional registration under the Act 
must cease doing business immediatelv upon the expiration of the pro­
visional registration period, unless he has been granted registration :for 
a full period. In determining whether to register an applicant for a 
full period, the Commission may refuse to grant such registration for 
any of the reasons specified in section 8a(2) of the Commodity Ex­
.change Act, as amended, and the Commission may do so "pending 
final determination" as provided in that section. 

The resolution takes cognizance of the .fa.c.t that -the Commission 
will not be able to adopt procedural rules for registration in time to 
permit persons to file applications for r · ation before April 21, 
1975. Section 1 (c) provides, therefore, tha he Commission may defer 
the k:ft'eative dates of section· 204 and 205 of the 1974 Act for such 
petiods, as it finds in the public interest, not in excess of 90 days from 
April 2~~ 1975.. .· 

I.ikewise, the Commission will not be in a position to review and ap­
prove all the bylaws, rules, regulations and resolutions of the contract 
markets. Section ,1 (c) provides, therefore, that the Commission may 
delay th~ effective date of sections 210 and 407 of the 197 4 Act for such 
periods, aS it finds in thl;l. public interest, not in excess of 90 davs from 
April 21, 1975. HoweYer, during the period of any such delay, the 
Committee does not intend to prohibit or impair contract markets 
from enforcing all of their bylaws, rules, regulations, and resolutions 
which have not been specifically disapproved by the Commission and 
which are consistent with the purposes of the Commodity Exchange 
Act, as amended. Nor will any such deferral period limit the authority 
of .the CommisSion to require contract markets to submit such bylaws, 
rules, regulations, and resolutions as of April 21, 1975. , · 

VII. 

Except as specifically provided therein, the resolution is not in­
tended in any way to make substantive changes in the 197 4Act and the 
Commodity. Exchange Act, as amended. 

Likewise,' the resolutipn does not alter existing law with respect to 
the jurisdiction of States to enforce their criminal anti-fraud statutes. 
The Committee Wishes to make clear that the preemption of the regu­
lation of f:ommodity futures trading by the Commodity Jl~utures Trad­
ing Conimission Act of 197 4 does not prevent the States from enforcing 
their criminal anti-fraud statutes. The Committee rea1izes that many 
fraudulent schemes are deviSed to prey on the unsuspecting and nn-
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-sophisticated investQr. In ronny case, these schemes purport y.o deal 
in commodities trading. Th~ States are .encouraged to cont:mue to 
utilize their criminal anti-fra.l].d statutes to discourage such schemes. 

SECTION-BY-SECTION ANALYSIS 

Seotum 1. Provisional designation of contract markets; provisional 
registratiqn of futures 001rfmisswn. mercha_nts, t}oor broket·s, ~s­

, i so<Jiated pe.rsons, COrt'l?mod~ty tradt,ng advuors,,. Cfn,d CQ'lfU!f!ood~ty 
. pool operators. . 
Subsection· (a) of section 1 provides that, notwi~h~andiu~.any RtJ::er 

provision of law and witho.tJt prior notice or hearrngs, the CQmm_o~l}ty 
Fiut.ures Trading Commission :nay-r:-under suc.h. terrns af!.d cq~d1t10ns 
as the Commission may prescnl:}e--grant proviSionaJ designati!W .as a 
contract market to any bo~rd.of t11ade (or C)>plHlOdity ,e:s<;~e~· for 
any commodities traded thereon for such penrul not to e}{:~~eQ, 90 days 
:f.rom April 21,.19'7.1).· ·, · . . . , . . , , ' , .. 

In specify.ing the . te.J.'J:IlS anfl oondltwns qf a'ny such, ,Prov~~?Pffl 
designation, the Comwmsion ma.Yi require tha~ th~ coAtract m,a~~et 
ooforce all of i1is bylaws,. rules, regula~ions,,and r;esoln;tions.P.~p1te 
the fact that s]fch byl~tws, rules, re~~at10ns, ~nd resolutions h~H ~~t 
been approved b;r th~ Commission. '<Iii '· •. , : • , .··•.r ~iJ;: 
. Upon the expiratio:t:.O~·a•ly 13'Uch Pl7Q1W~IOll!il4e&~,natJon, t'h~;~pd 

of ti.·ade. (or: corp.n;wd1~y~exeJ. utnge). rp.tt. y ... ~ot. ·b·e· (]i.~gn,~.ted. ·a~ .. ·~·.W:­
tract market except as provid~ in ~c.,~ion 6 o;li the~,Commod1tj, ,r;x-. 
change Act, as amended under regulatiOIIS issued by the Co~sswn. 

Su'bsection (b) prQvi(les th!tt,. notwith~t~Hding.l:).py, other i?;pvisipn 
of ·law and '\Vithout prior .ll;o~ice or· hea~·in~) tfie. Co,ml:Ilissio:i;t ~a;Y-;­
u.nd,er such terms and conditions as. the ComnpsS1Qn may pr~1>e­
gtant provisional . registralj,iqn ,t~ ,aJiy futures, ponil:I},is8;iou m~rchant, 
floor broker, assooia,ted person, COIDIDOd~ty ,t~;:;tding advisor-!. oi, ,C()ID­
m~d~ty pool operator for a period of ti,me ri?!t,.to exceed 90 .d.!tys' from 
April 21, 197:5. : . . , , • · . ., , , . . ~ , ; .. ·. . 

Upon th,e ·expiratlo:p.: ~:f any such pn::ns1pnal rewstrwtio.n,,.an mdi­
vidual cmtld o:p.ly be reg1ste1:E14. UJ?on satiSfymg all o! .~!leJ,equw~ments 
Oi€. the Act and the r~~ttQilS 1ssued b:y tjle Commiss~op. · , . . 

Subsection (,c) prov1des that the Corp.n_nSSIO,l!tmay d~lay ~orja period 
of time not to exceed 90 d~ys from,ft,{>rll21, 19'7:J, the e~ect;tve d~tes 
of sections 204, 205, 210, ru;td. 407 o!,the Commodity Futures Tradmg 
Commission Act of 197 4. · · 

Sections 204 and 205 require the registration of commodity trading 
advisors, commodity pool operators, and persons associated with fu­
tures commission merchants and' handling customers' accounts. 

Section 210 requires thn.t contraet markets submit for Commission 
approval bylaws, rules, regulations, and resolutions which relate to 
the terms and conditions of futures contracts or other trading require­
ments (except those relating to the setting of levels of margin). 

Section 407 amends section 5a(8) of the Commodity Exchal.lge Act, 
v;rhich now requires each contract market to en:forct;. 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 con~ 
tract market or relate to other trading requirements and which have 
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not be<'n disapproved by the Secretary of Agriculture, and to revoke 
and not enfo~ce any such bylaw, rule, regulation, or resolution which 
has l;een so disapproved. 

Under section 40'7, each contract market would be required to 
enforce such bylaws, rnles, regulations, and resolutions if they have 
been approved by the Cmrimission, and would be required to revoke 
a~1d not E>;nforce &ny bylaw, rule, regulation, or resolution, which 
has been d1saproved by the Commission. 
Section 13. Dual t1•ading 

Section 2 amends section 203 of the 197 4 Act to provide that the 
new.Commission will have. nine months fro1!1 April21, 19'75-instead 
of s1x months-to determme whether tradmg b:v floor brokers and 
fntures commission merchants for their own account and at t.he same 
trading for their customers will be permitted. 
Seotion /J. ReparationB prifcedw•e . . , , 

·Section 3 amends section 106 of the 197 4 Act to provide that the 
new rep~rati~ms ptocedure tor handling customers' ,comp1itints will 
become ~ffecbve 1? month~-mst~a.do:£ or:e :year--from A:rril21,:1975. 
However, customers' claims ansmg w1thm one year· •Imrne.r.ihatel:v 
before such effective date--instead of nine month~.._could be heard 
by tlte Commissibh after the 15-month period. 
Section, 4. Definition of hed.qing 

Sect~on. 4 all?-ends section 4;04 o£ the 197 4 .A-ct to, pJ,'ovide that the 
CommissiOn will have 180 (lays f:com April 21, 1975-instead of 90 
day~-:--to define.bftna ildehedgi:t:1g transactions or positiolli!' .... , 

DEP.-\RTMENTAL v ~EW:S 
The .poTmit:!-ee has not 'rece~vecl ~IlY rev.ort from' the Adm1ni~tration. 

on l;I.". hes. o35. I!owever, In aletter to the House Committee on 
Agriculture, dated A,pril 7, 1975, t4e Secretary of AO'i,iculture recom­
mended the enactm~nt of the resc:lu~ion (as passed. t;t the. House). i:f 
aw.e:nded to authon~e the CommiSSI?n to d~lay the ~n'ectrv:e date pf 
sectl()n 40! of the 1£14 Act for a_penod of t1rrte not to exceed 90 days 
:from.Aprll 21, H)7p. The letter Jroin the $·ecre~~ry re~~:ds .~s' fol1pws: 

r r DEPMTMENT OF:AGlUQUL'rumi, 
O::FF!CE OF THE SECRETARY,· •. ;r. 

Washington; D.O,, April7, 1975. 
Hon. Tno~us S. FoLEY, . · 
Ohairnwn, Oom;n11lttee on Agriculture, .. , 
House of Rept'eBentatives. ' 

DEAR MR. CHAIRMAN : This is in response to your letter of March 24 
1975, for a report on House Joint Resolution 335 to extend the e:ffectiv~ 
date of certain provisions of the Commodit~;r Futures TradinP" Coin­
l'?ission Act of 19'74. Our report will be based upon this Joint Resolu­
tion as amended and approyed by the Committee· on Agriculture on 
March 26, 19'75. 

'V e recommend the approval of House Joint Resolution 335 as so 
amended and approved subject to a change s sted herein. ' · 

:r~ere are certain ~hings that the .Commodity utures Trading Com-
1111SSlOll cannot physically accomplish between the confirmation of the 
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Commissioners and April21, 1975, the effective date of the Commodity 
Futures Trading Commission A_ct of 197 4. . 

The Commission cannot review the op~ratwns, bylaws, and rul~s 
of commodity exchanges seeking designation as cor:tract markets m 
sufficient depth prior to April 21, 197~,. to determme ~h.ether such 
markets should be designated. In _additlo_n, the Commiss;on c_annot 
review and process within. the bne£ pe;nod allotted to It prH~r t.o 
April 21, 1975, the applicatiOns of an estimated 25:000 t? 30,000 mdi­
viduals and firms that are expected to apply _for registration as futu~es 
commission merchants floor brokers, assoCiated persons, commodity 
tradino- advisors and cdmmodity pool operators. . 
Hou~e Joint Resolution 335 would give the qo.mmodity_ Fut~res 

Trading Commission the autp.ority to ISSue proviSional designatiOns 
as contract markets for a penod not to ex~eed 90 days .from the effec­
tive date of the Commodity Futures. Tradmg CommiSSI,?n Act, and to 
delay for the same period the effective date of the sectwn of the Act 
requ"iring Commission approval o~ contract ma~ke~ bylaws and ~ules. 
The Joint Resolution would also g~ve the Com~1s~1on the authonty to 
issue provisional registrations as futu!es com~1ss1on l!lerchants, floor 
brokers, associated persons, com~odity tradmg advisors and com­
modity pool operators for a penod no~ to exceed 90. ~ays frm~ th,e 
effective date of the Act. As an alternative to the provisiOnal designa­
tion of associated persons, com~Q~ity. trading. advisors and com­
modity pool operators, the CommiSSion ~s authorized to del~Y. for the 
same period the effective date .of the sections of !he .f\.ct ~qmrmg reg­
istratiOn of sucl~ persons. ~~rmg the .90-d~y periOd I~ whiC_h the Com­
mission could Issue provisional des1gnatwn or registratiOn a~d( or 
delay the effective date Of certain sections of the Act, the CommiSSion 
would have sufficient time to determine whether the applicants met 
the designation or regist!ation require~el!-ts of the ~ct. 

Following such a revie,:w th~ CommiSSI_?n co~ld Iss.u~, to those that 
qualify, the typ~ of designatiOn or registration origmally contem-
plated by the statute. . . . 

We believe that the reference m sectwn 1 (c) of the amended bill 
to section 210 should be chtl,nged to refer to section 40~ also siD;ce the 
l~ttter section is the one whi~h revokes the present reqmrement m sec­
twn 5a(8) ofthe Commod1ty Exchange Act (7 U.S.C. 7a(8}) that 
a contract market enforce its bylaws, etc., which have not been dis­
approved under the Act and substitutes a requirement for enforce­
ment of bylaws, etc., approved by the Commission. 

In making this report, the Department is submitting its own views. 
It cannot speak for the Commodity Futures Trading Commission. 

The passage of the Joint Resolution would not involve additional 
cost. 

'fhe Office of Management and Budget advises that there is no ob­
jection to the presentation of this report and that the passage of the 
Joint Resolution would be consistent with the Administration's 
objectives. 

Sincerely, 
EARL L. BuTz, 

Secretary. 
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CosT EsTIMATE 

In accordance with section 252 of the Legislative Reorganization 
Act of 1970, the Committee estimates that no additional costs would 
be incurred by the Federal Gpvernment as the result of the enactment 
of H.J. Res. 335. 

This estimate of costs is the same as the estimate furnished by the 
Department of Agric)llture. 

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 resolution 
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) : 

Co~IMODITY FUTUREs TRADING CoMMISSION AcT OF 197 4 

* * * * * * * 
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 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 opinion of the Commission, the facts therein contained 
warrant such action, a copy of the complaint thus made shall be for­
warded by the Commission to the respondent, who shall be called upon 
to satisfy the complaint, or to answer it in writing, within a reason­
able 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, i:f 
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: Pr01Jided, 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 o:f fact. 

" (c) After opportunity for hearing on complaints where the darn­
ages claimed exceed the sum of $2,500 has been provided or waived 
and on complaints where damages claimed do not exceed the sum o:f 
$2,500 not requiring hearing as provided herein, the Commission shall 
determine 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 

S. Rept.94-7~----2 
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is taken on his complaint, to furnish a bond in do~ble the amount of 
the claim conditioned upon the payment of costs, mcluding a reason­
able attorney's fee for the respondent if th.e respondent shall pr~v~il, 
and any reparation award that may he ISSued by the Commission 
a~ainst the complainant on any counterclaim by respondent : Pro­
vuied, 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 furmshing of a bond. 

" (e) If after a hearing on a complaint made by any person under 
subsection (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 determines that the respondent has violated 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 
rules and tions as it shall prescribe, unless the respondent has 
already. ma. paration to the person complaining, may issue an 
order d1rectmg the respondent to pay to the complainant the undis­
puted amount on or before the date fixed in the order, leaving the 
re~po~dent's liability .for t~e disputed amount for subsequent deter­
mmatwn. The remammg disputed amount shall be determined in the 
same n;taime_r and under the same procedure as it would have been 
determmed If no order had been issued by the Commission with re­
spect 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, th~ c?mplainant, or any person for whose benefit such order was 
made, w1thm 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 
Umted 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 I?art of the costs of the suit. Subject to the right 
of appeal under subsection (g) of this section, an order of the Com­
mission a wardin~ 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 
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held, or if no hearing was held, any circuit in which the appellee is 
located, under the procedure provided in paragraph (b) of section() 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 
awarded against the appellant conditioned upon the payment of the 
judgment entered by the court, plus interest and costs4 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 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 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 al1 eontract markets and his rc£ristration shall be sus­
pended automatically at the expiration of such fifteen-day perio~ until 
he shows to the satisfaction of the Commission that he has paid the 
amount therein specified with interest thereon to date of paymen~: 
Provided, That if op appeal the appellee prevails or if the ap~eal 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. · . 

" ( i) The provisions of this section shall not become effective unt1l 
[one year] fifteen 1nontlts after the date of its enactment: Pro'l!irled, 
That claims ,-,,hich arise within [nine months] one year immediate.ly 
prior to the effective date of this section may be heard by the Commis­
sion after such [one year] fifteen-month period." 

* * * * * * * 
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 wi~hin [six mo, . nine mont!1s 

after the effective date of the Commodity Futures I mg Comnns­
sion Act of 1974, and subsequently when it determines that changes are 
required, make a determination, after notice and opportunity for hear­
ing, 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 
determines 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 he con­
ducted: Provided, That any ,such deh~rm~nati(~n shall, at !I' minimum, 
take into account the effect upon the hqmd1ty of tradmg of each 
market: And provided further, That nothing herein shall be con· 
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strued to prohibit the Commission from making separate deter~ina­
tions for different contract markets when such are warranted m the 
judgment of the Comm.i~sion, or to pro~i~it contract markets from 
setting terms and conditiOns more restrictive than those set by the 
Commission. 

"(2) The Commission shall withi~ [six months] ni:w months.af_ter 
the the effective date of the Commodity Futures Tradmg CommiSSIOn 
Act of 1974, and subsequently when it determines that ch~mges are re­
quired, make a determination, after.n~tice and opportumty for he~r­
ing, whether .or not a futures commissiOn merchant may trade ~or: Its 
own account or any proprietary account, as defined by the Commi~swn, 
and if the Commission determines that such trades shal~ J;>e permitt~d, 
the Commission shall further determine the terms, conditions, an~ cir­
cmnstances under which such trades shall be conducted: Promded, 
That any such determination, at a .minimum, shall take into acc~unt 
the pffect upon the liquidity of tradmg of each market: LJ.-n:f provtded 
fnrther, That noth~ng herein shall be c.onst.rued to pr.ohibit the Com­
mission from makmg separate determi~abons for different co~1t~act 
markets when such are warranted in the .JUdgment of the C?~miSSIOn, 
or to prohibit contract markets from se.tti_ng t;~rms and conditions more 
restrictive than those set by the Co~m1ss10n:· . 

(K ote: For effect on the followmg srctwn, see sectiOn 1 of H.J. 
Res. 335 printed below.) . 

SEc. 20-t (a) The Com~odity Exch.ange Act, as amended, IS 
amrnded by adding the followmg new sectiOn: . 

"SEG. 4lr. (1) It shall be unlawful for an.y person to be associated 
with any futures commission merchant or with any agent of a futures 
eommission ~nerchant as a partner, offic~r, or. e~ployee ( <?r any person 
occupying a similar statl~s or per~o.rmi_ng similar functiOns), m any, 
eapacity which involves (I) t~e sohcita!wn or ac?.eptancc of cu~t?mers 
ordrrs (other than in a clencal capacity) or (u) tlw supervisiOn of 
any person or pers<?ns so en~gaged, unless. s~1ch person shall . have 
registered, under this Act, With the Comnusswn and such registra­
tion shall not have expired nor been suspended (and the penod of 
snspension has not expired) or revoked, and it shall be unlawful f?r 
any fnturrs commissio_n mer:chant or any agent of a fut~res co~mis­
sion merchant to permit such a person to bPeome or remam assocutted 
with him in any such capacity if such futnres commission merchant 
or a()'ent knew or should have known that such person was not so 
n~gistered or that such registration had expired, been suspended (and 
the period of, suspension has not expired) or revoked : Provided, That 
any individual who is registered as a floor broker or futures commis­
si()n merchant (and such registration 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 2 years after the effective date thereof, 
and shall be renewed upon application therefor unless the registration 
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has . been suspended (and the. period 0~ such suspe~sio~ has ~ot 
expired) or revoked after notice and hearmg- as prescnbed m sec£wn 
6 (b) of this Act: Provided, That upon initial registrati?n•. the effec­
tive period of su.ch registration shall be set by the Commission, not to 
exceed two years from the effecti"ve date thereof and not to be less than 
one year from the effective date thereof." 

(h) 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 tinie those words appear, the following: "or any 
person associated therewith as described in section 4k of this Act,". 

(c) Section 8(a) (1) of the Commodity Exchange Act, as amended 
(7 U.S.C. 12a(1) ), is amended by inserting after the words "futures 
commission merchants" the following: "and persons !).SSociated there­
with as described in section 4k of this Act,". 

(Note: For effect on the following section, see section 1 of H.J. Res. 
335 printed below.) 

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 1and commodjty pool operators are affected with a national 
public int~rest in that, among otlier things-

•• (1) their advice, counsel, publications, writings, analyses, and 
Tepo:rts are furnished and distributed, and their contracts, solici-

. tatiqns, subscriptions, agreements, and other arrangements with 
clients take place and are negotiated and performed by the use of 
the· ·mail~ 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 oc~ur in such volume as to affect 
substantially transactions on contr.act markets. 

f'SEc. 4m. It shall be unlawful :for any commodity trading advisor 
or commodity pool operator, unless registered under this Act, to make 
use o:f the mai~s 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 o:f 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. . . 

"SEc. 4n. (1) ,Any commodity trading advisor or commodity pool 
oper!ltor, or: any per~on ":ho contemplates becoming a commodi~y 
tradmg advi~or or co~<?dity :pool operator, .m~y register und~r t"!us 
Act by filing an aJ?phcatwn with the CommissiOn. Such apphcatwn 
shall contain such mformation, in such form and detail, as the Com­
mission may, by rules an~ regulations, prescribe as necessary or appro­
priate in the public interest, mcluding the following: 

"(A) the name and form of organization, including capital 
structure, under which the applicant engages or intends to engage 
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in business; the name of the State tmder the laws of which ~e is. 
organized; the location of his principal business office and branch 
ofllce~, if any ; the names and addresses of all partners, officers, 
directors, and persons perform' similar functions or, if the 
applicant be an individual, of dividual; a.n'd the number of 
emr,Ioyees·; · 

' (B) the education, the business affilip,tions 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 ofb.ny controlling person,thereof; 

" (C)· the ;nature' of the business' of the applic!IDt, including the 
manner of ghring advice and rendering of analyses or reports; 

"(D) the nature and scope of the authority of theapplicant 
with respect to clierfts' ':funds and·a¢oounts; · · . 

"(E) the b~sis upon which the_;appplicant is or will be com-
pensated; and . . '· · . 1 

• • : •• . .••. 

. '·' (F) such oth~r mformat10n as the C?mmissron, may reqmre · 
I tO determine Whether the applicant. iS qunJi'ffed for registration, 
"(2) Except as hereinafter'pfovided, such regi!:itlration shall becpme 

efi:ec~h;e thirt.Y ~a;zsafter th~ receipt ~f s~ch l;l:PP1icatio.11 JtY.. ~~e '0om-
rtnssio~, or wrthm such shorter p~r7bffi~f. tinie -a~ the· Ct:Jn?.~rss,nu~. may 
determme. . · · .. · .J.. . ' · 

· ·" ( 3) .All registrati<:n,s under this section shqll expire_. on. the ~Oth 
da3r of .~un~ of each year1 alf~ ~hall be re:ae~e~ upon ~pphcatl?n ~li!lre­
for ~nbJ.e~t to tlie s.~!fie r~qil)Xe~¢nts•'I:J!S mt~e 1 ~a~~ •o:f a:tJ:,~n~mal 
ap_phcation. · ·· "· ,. ' 1r. ' '11! · · · • •, ·• "· 

·· •'(4) fA) Every commodity tta:ding advisor and''commodity pool 
o~erator reS'istere? UJ?.der this .A.ct, shall. maintall:t; l;O?ki ~ii~ rec?rds 
a,nd file such reports m such fo.rM. tmd·man:ner as may be prescribed 
by the Commiss'ion: AU such books ·an:a· records shall b~ lr~t for a 
period of at'!eil.\:Jt thi;ee years, or longer H the Commission sb ditects, 
a~~ .shall be . open to :in~pe~~ibt1 !?V; any. r~~rese11tativ~ ~£ '.ti,~' Com­
m~ss:on or the. Depa:r~mentLof_'~p_sticb: Upon ~lie r~quest :<l£ t~e Com-
mrssion, a reg1stere4. ~m'm.odrty tttt<fmg 1!7d:';lsor ~ Ih~dtty po9l 
operator shall . furmsll the name and. add1"ess '()f .cbent, sub-
scr~~er, ?r P~+~tici.pa:nr; and subm~t ~amrles of~· . .. bf all reli'orts; 
lett~I'?, cucu]ars1 ~et'!lorand~ms, ptib_1It;ati9ns_,.w_:rit~!lgs;"o.r ?t~er htera­
ture 'or ~dv1c~ ~-l~fributefi 'to clie;'I;\ti:l ~~b~ljlb~rs, ,or partlcl-Ea~ts, or 
pros_Eective.chents.. E;Ubscnbers, or participants: ' · · · . · ' ~) 

"(B) Unless otherwise ,autho:r;ized by the Commission by rule or 
re~lation, all eoi;rtmogit:ftra · · .vis<!rs ;tn,q co~:inod~ty pool op~ra­
tors. shall make ·a full and co e' d1s2iosdre to therr subscribers, 
Clients, or participants 0£ all futures market positions taken or held 
by the individual principals of tl1eir organizatiqn. . ·" . 

" ( 5) Every commodity pool operator shall &,guht.dy furnish stil1e­
ments of ~;tcqount to en cit, participant in his. oper,:.l,pipns. ~nch statements 
shall be in such ~orm. and mann<Pr as may be prescribed t.ly the Com­
mission and shall include com'plete information as to the curr0nt status 
of all tradin~ accdunts in ~hich such p~rticipant has .an interest. 

"(6) The Commission is au~hori~d, witho~ h~ar:ing, to deny re~is­
tratron to any person ,as a commod1ty 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 
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market, or suspending or revoking the registration of such person as 
a commodity tl,'ading advisor, commodity pool operator, fut~res 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 01: suspend the regist.ration of any co:p1modity trading advisor 
or coml).lodity pool op~rat?r ~£ the Conn_ni~si\)n finds that such denia_l, 
reYocat10n, or suspensiOn IS m the pubhc mterest 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 te;l Years <;>t£ the issuance of Sf-lCh, order 
been convicted of any felony or misdemeanor involvh1-g the 
purchase ol,', sah? 4>£ any po~modity, or se({urity-i. OJ.~ aris~ng 
out of any conduct or pracGice of. such co~modity ~~admg 
advisor of commodity pool operator or affiliat~d p0rli:lon ~s a, 
commodity trading. advl;>~r or: cmpmo(lity pool· orx;rator; or 

" ( ii) atthe time of th~ issuance of S'\lCh ot;4er, IS ;perma­
pently vr tenworarily .enjoined bj( order:, juqg:nle;nt or d£lcree 
of any c.Qnrt of competent jurjsdicq~ from n.Gting as a Qom~ 
modity: ~rading a~visor, COII$lodipJl' p\lol ·op~ r;}u,~ures 

· commisw.on, .roerchal!lt, Qt; floor bro1i:.e1:,. f?F• M a:p. . 11-ted per­
son or. elljlployee of 'any of the for~:Jj:ping, or froiQ. en~aging 
in or col}tinum.g ~H\Y copd~ct o:r:~ra~ticy ,i~ ,copne'ctlQn '\Vith 
any suc,h. a~t~vity .or in~'.c.o'nnection 'f~th tlie ,Jtll~~.hase, or sale 
of commod~tles ,or,~ecuntles; or . .· 

"(C) any p~rtner, officer1:t;)r director of suc;Ii commodity trad­
:~ng adyis~n· or com.modity P?Ol operl}~or, or ~y j:~er~n perfo~m­
mg a simila~ funct~on or .a,ny control~1ng person.tlier~of IS subJect 
to an out{'ltandlng. oriler of the Colll.ID.IsSion d~n~i:Q.~Jrading;.wivi­
leges pTJ. any co~tract. market to 'i'U(}h, pe;rson~, ()r, ~us .. :PWldl.u,~. or 
rf;_volo;ng the registratiOn of su<;h P.E)ffi9~ as, a .Wj>.q:tmoditY tr~dmg 
ajll. viso:r;, cpmrp..odity pool. 0 per~tor., fut~l'eS i CQ)~UUl~~iQrt .. ll;u~r. bijant, 
q;r: floor ll_roker, or sqspen,ding or .,~xp,~J,hng sqph persodr:trom 
member;;lupp,v..jlJ;ly contract nutrket. . ·. . . . . · r 

. "SEc. 4o. (1) !t.shall be unla;w:ful 'for: any commodit:f.tr~ding ad­
Ylsor or co:rqJD,qdity pool operatol' registeraci under th,is 4ct1 by use of 
the mails or any means or instr'Umentalitj'Of interstate'bommerce, di-
rectly or indirflctly- · . . ' · ' ' . 

"(A) to employ any devl~e, f!!Cheme, or artifice to defraud. any 
client or pn.rticipant or prpspective client or participant; or 

"(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 participant. · · · ·· 

"(2) It shall be unlawful for any commodity trading advisor or 
~ommo~ity pool operator registered ,under this Act to represent or 
Imply m any manner whatsoever that he has been sponsored. re(;)om­
mended, or approved, or that his abilities or qualifications 'have in 
any re~pect been passeci upon by the United Statesor any agency or 



officer ther(lo:f: Provitted, That this section shall not be construed to 
prohibit a st~tement 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 tradin~ advisor,. commodity pool operator,". 

(c) Sectwn 8a(l) of the Commodity Exchange Act, as amended 
(7 U.S.C. 12a(l) ), is amended by insertin/! immediately before the 
words "and floor brokers" the following: ' commodity trading advi­
sors, commodity pool operators,". 

* * * * * * * 
(Note: For effect on the following sectlon, section 1 of H.J. Res. 

335 printed below.) 
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 its1tpproval 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 oonditions 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 Commis8ion shaH approve, within thirty days of 
their receipt unless the Commisaion notifies the contract market 
of its inability to make such determination within such period of 
time, such bylaws, rules, regulations, and resolutions upon a de­
termination that such bylaws, rules, reguhltions; and resolutions 
are not in violation of the provisions of this Act or the regula-

. tions of the Commission and thereafter the Commission shall dis­
approve, after appropriate notice and opportunity for hearing, 
a:p.y bylaw, rqle, regulation, or resolution which the Commission 
findS at any tirile is in violation of the provisions of this Act or 
the regulations of the C()mmission. The· Commission.shall specify 
the terms and conditions under which a contract market may, in 
an emergency, as defined by the Co~ission, adopt a temporary 
t!lle dealing with tra~ing requirements without prior Commis­
sion approval. In the event of such an emergency, as defined by 
the Commission, requiring imme~iate action, the contract market 
by a two-thirds vote of its governing board may flace into im­
mediate effect without prior Coinmission approva a temporary 
rule dealing with such emergency if it notifies the Commission 
of such action with a complete explanation of the emergency in­
volved. The Commission muy adopt a regulation exempting enu­
merate£1 types of contract market operational and administrative 
rules from the requirement .that they be submitted to the Commis-

,,sion for its approval." ' · 

* * * ·* * * * 
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 
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of the J;irst sentence . and adding "as such ~r.ms shall l?e defined by 
the Commiss.ion within [ninety daysl one hv/itdred and eightfj'.daya 

·after the effective date olthe Commodity Futures Trading Commission 
Act of 1974 by order consistent with the purposes of this Act"; and by 
deleting effective immedia~ly on enactment of this Act, the remainder 
of paragraph (3): Provided, That notwithstanding any other provi­
sion oflaw, the Secretary of A. griculture, immediately upon the enact­
ment 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. Secretary is::;f!.eS such regulations d~fining h?na :tid~ hedging trans­
actiOns and positions and such regulatiOns are m full force and effec,t, 
such terms shall continue to be defined as set forth in the Commodity 
Exchange Act prior to its amendment by the Commodity Futures Trad-
ing Commission Act of 1974. . · . · 

* * * * * * * 
(Note: Section 407 below revokes the present requirement in the 

Commodity Exchange Act that a contract market enforce all of its 
trading bylaws, rules, regulations, and resolutions which have not been 
disapproved under the Act and substitutes a requirement for enforce­
ment,of such it13ros which have been approved by the Commission. For 

' effect' on this section, see sectionl of H.J. Res. 335 printed below.) 
SEc. 407. Section 5a(8) of the Commodity Exchange Act, as amend-

ed ( 7 U.S.C. 7 a), is amended- · · ' 
(a) ~y deleting the words "not been disapproved by the Secretary 

?f 4-.griCulture pursuant to paragraph (7) of section Sa and inserting 
m heu 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 below the semicolon at the end of such 
subsection. · · 

* * * ·* * * * 
(Nope: For effect on the following section, ~ee section lof H.J. Res. 

• 335 prmted below.) · . · 
SEc. 418. (a) Except as otherwise provided specifically in this Act 

the effectiv~ ~ate of this Act. shall pe the 1.80th day after enactment~ 
<J;he pomm~sswn referred tom sectH?n lOl1s hereby established effec­
tive Immediately on enactment of th1s Act. Sections 102 and 410 shall 
be ~.ffective immediately on enactment o.f 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 !80th day there­
after. Activities to be carried out after the date of enactment and before 
the 180th day thereafter may include, hut are not limited to the follow­
ing: designation of boards of trade as contract markets, registration 
of fp.tures commission merchants, floor brokers. and othPr persons 
required to be registered under the Act, approval or modification of 
~ylaws, rules, regul~tions, and. resolutions of contract markets, and 
ISSuance of regulatwns, 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. N othlng 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. 
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(b) Funds appropriated for the administration of the Commodity 
Exchange. Act, ~ amended, may be used to implement this Act 
immediately a:(ter the. d~te of enactment of tl1is, Act. · 

H.J. :REs: 335 As AMENDED BY THE CoMMITTEE ON AGRICULTURE· AND 
FORESTRY 

Resolved bry the Senate and HoU8e of Representatives of the United 
·States of America in OO'I'I,f!ress assembled, That notwithstanding any 
· 'ot}ler·provision of law or o:f the Commodity Exchange Act, as.amended 

(1 U.S. C. 1 et seq.), the Commodity Futures Trading Commission 
established in section 2 (a) of the ' €ommodity Exchange Act, as 
amended, in its discretion, and without prior notice or hearings : 

(a) may grant provisional d~signation as a contract market to 
any boards o~ trade for an;v commodities traded thereon for such 
period not. in excess of mnety days from the effective date of 
the Commodity. Futui·es 'l'rading Commission Act of 1974 and 
under such tei;ins and condi~ions as the Commission may pre­
scribe: Provided, That upon 'the expiration of any prov1sionaJ 

. designation ,of a board of trade as a contract market, such board 
of trade shall not be designated as a contract market except as 
provided in section· '6 of the Commodity Exchange Act, as 
amended; . , , . · .. ; 

(b) may .gtant provision(Ll r~gistration as a futures .commiss~on 
merchant, fio.or broker, assocmted person, commodity tradu1g 
ad·viser, ~J.nd commodity pool operat()r to any person for such 
period not in excess of ninety days from the effective date of the 
Commodity. Futures Trading Commission Act of 1914 (Public 
Law 93-463) and under such terms and conditions as theQommis-
sion may prescribe; and · ~ · 

(c) may defer for such period not in excess of ninety days from 
the effectl.ve date of the Act, 'the 'effective dates of ·secti0ns · 204, 
205, [an.d] 210. , and 401 of the Commodity :Futures Trading Com• 
m:ission'Acfof 1974 (Public Law 93-463). 

· S:Ec. 2. Section 203 of the Commodity Futures Trading Commission 
· Act of 1974 is amended by striking the phrase "six months" wherever 
· 'kappears therein and substituting therefor the phrase "nine months". 

SEc. 3. Section 106 of the Commodity·Futures Trading Commissi9n 
Act of 1914 is a.mended'by striking the phrase "ohe year" wherever it 
appear& in the last paragra.ph.thercof• ('subsection (i) of ndw section 14 
of the Commodity Exchange: Act, as amended) and substit'nting there­
fm:'·the phrase "fifteen months.?' ·and by striking the, phrase "nine 
months" in the last para~JYaph thereOfl'(subsection (i)' of the new sec-

. tion 14 of the Commodity Exchange Act, as amended) and substitut-
'·il!~ therefor t~e phrase "one 'ye~r"., . . · ·. · . ·· ... · . . 

· · ·. ;:;Ec. ,4. Section 404 of the Con:m1od1ty Futures T:mdmg Com1mssron 
A~t 6f 1974 is amended by·oorilring.tb:e phrase "ninety :da:ls" wherever 
it app9ars therein and Stlbsfituting therefor the phrase 'one hundred 

'il:nd eighty days". . 
" 0 



94TH CoN~RESS} HOUSE OF REPRESENTATIVES { 
1stSesswn 

REPORT 
No. 94-122 

COMMODITY FUTURES TRADING- COMlUSSION ACT 
EXTENSION . 

APRIL 7, 1975.-Committed to the Committee of the Whole House on the State 
. . . 

of t.he Vn~on and ordered to be printed 

Mr. FoLEY, from the Committee on Agriculture, 
submitted the following 

REPORT 
[To accompany H.J. Res. 335]" 

The Committee on Agriculture, to whom was referred the Joint 
Resolution 335, to extend the e:lfectivt~ date ofcertain provisions of the 
Commodity Futu~·es Trading Commission Act of 1974, having con­
sidered the same,' report favotably thereon with an amendment and 
recommend that the "joint resolution_as amended do pass. 

The amendment is..as follows-: · ' · ' 
Strike all after "the enacting clai.rse, and insert in lieu thereof the 

following : . ' . ····· . 
That notwithstanding any other provision of law or of the Commodity E:.tchange 
Act, as amended (7 U.S.C .. sec. 1 et seq.), the Commodity Futures Trading Com­
ruh;sion established in Section 2(a) of the Commodity Exchange Act, as amended, 
in its discretion, .and without prior notice or hearings: , 

(a) may grant provisional designation as a contract market to any lJOards 
of trade for any rommodities traded thereon for such period not in excess of 90 
days from the effective date o:( the Commodity Futures Trading Commission Aet 
of 1974 and under such terms and conditions as the Commission may prescribe: 
Pro'l/iderl, That upon the expiration {)f any provisional designation of a board of 
trade as a contract market, such board of trade shall not be designated as a con­
tract market except as provided in Section 6 of the Commodity Exchange Act, as 
amended; 

(b) may grant provisional registration· as a futures commission merchant, 
floor broker, assoeiated person, commodity trading advisor and commodity pool 
operator to any person for such period not in excess of 90 days from the effective 
date of the Commodity Futures Trading Commission Act of 1974 (Public I~aw 
93-463) and under such terms and conditions as the Commission may prescribe; 
and 

(c) may defer for such period not in excess of 90 days from the effective. date 
of the Act, the effective dates of Sections 204, 205 and 210 of the Commodity 
Futures Trading Commission Act of 1974 (Public I,aw 93-463). 

SEc. 2. Section 203 of the Commodity Futures Trading Commission Act of 
1974 is amended by striking tl1e .. phrase "six months" wherever it appears therein 
and substituting therefor the phrase "nine months''. 

38-006 
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SEc. 3. Section lOG of the Commodity Futures Trading Commission Act of 19i4 
is amended by striking the phrase "one year" wherever it appears in the last 
paragraph thereof (subsection (i) of new section 14 of the Commodity Exchange 
Act, as amended) and substituting therefor the phrase "fifteen months" and by 
striking the phrase "nine months" in the last paragraph thereof (subsection (i) 
oJi th.e new s~ctl.Q~ 1.4. pf. t;lle C.o)ll~Ojl~t.Y ;Ex~:)!ags~ .• A~~· as amended) and sub· 
sti'tuti'ng t het-t!f& !lie l!hrl!.~ 'tdaQ ~"eht" . 

SEc. 4. Section 404 of the Coii)I\I~jj;Y Futm;es Trading Commission Act of 1974 
i" amended by striking the phrase' ninety dtf1S" wherever it appears therein and 
substituting therefor the phrase "one hundred eighty days." 

PuRPos:E· 

H. J. R~s. ~3&, as nm~~q,, iQ,;~,>.yicdes .~-qt,ho~ifv: ~o the Commodity 
Futures Tradmg CommiSSion created 'by Pubhc Law 93-463 to: 

(1) Grant provisimmt designtttian-t,e boards of trade and other 
exchanges as a "contract market" under the Commodity .Exchan~e 
Act as ,.ffi'W~etl £r7 l;T,S;C, Se&. lt et, f.eq.) for. ,a .IW'lod not m 
exc~ss of 90 days f'r~m the df.lrte o£ enactment' o,t 'the 'Commodity 
Futures Trading e<'>mmi~sioi¥.:ActTRi1Hl21)' . . 

(2) Grant provisional registration as a futures commiSSion 
merchant, floor broket~ assoeiated person, commodity trad~n~ 
advisor, a commodity pool operator. to any person for a peno<l 
not in excess of 00 ~.lftom li\pvil121r·lmder such t~rm~ and 
conditions as the Commission may prescnbe. At the expiration of 
the prov~B:l d.ef!ign.flhio-\1 o:r nw;istra;ion, each individua.l or 
contract Jn~rket could 1i>nm' ~1~ rJ~t~rt;d. ~r ~e~i~ate? by ,Ji$eting 
all regu~J~ .of the ·CF!C act ·~.tnd ~{1 fegul:it1onr;; )?'tbtnttl-
g&W{l py tpe. Cow~ission llJilde.r t'l!~ .;\ct: de novo. . 

The resolutlPA ~o gr~;o.ts autb,Q-rltf to the .co~mi~~1,o:tr to defer 
for a r,eriod not in excess o£ 90 days fr9.xp. tl1e efteohve date of the Act 
t.!.twij,~l~ the e.ifuQtiy,e d~tes o1 s~~tiqM 204,205 and 21'0. of the Com-
modity Futures Tradmg C,om,miSSIO~ Act. . . 

The following is. a .d~scriptive (without legal significance) itlterpre-
t.ation Of tho..se $ecttons: . , . . , . , 

Section 204. adds a _new sectioP. to the Ac~ ~~fl\litp'lg_ t:M}~at~on.of 
pt;t'Sons associated with. any futures commlSSlOO m!lrch;mt ~~~ w~th 
ariy.ra~nt of a 'futures eomtnissio~ met'Ch.'ant) as a. partner, !Officer,. or 
ewplpye~ (or l'l.ll.Y petson occUW';lntt ~ si_trrilar ~~4lli5 .ol' ~~rm~ng 
.similar funetions), w any capaclty ~1~ah mypht~ (i) ~.~ s,ohcita~Jon 
or 'l ·r.•ptaJr··r·of cu.s~omers' orders (other· than Ul a deq!fft>\'c;!I-P~c~Y) 
or (ii) the sp~rvislon. of a!'-J _pemcm ?r i>ersou~ so wgag.e.(l. ,J;pe 
Commission wotiid t)e authonzed to 'I'~I¥e re)'octing" by ~at;h persons. 
Such registration. w~d. t'"Pi Tl two Y~ft~S .after. the ~ffective date 
thereof, and the Oo~nuss10~ would be ' 'tln•r .. d i 1 re~ew1t. 0~1 appli~fl­
tiQil unless. the reO'~strant IS und~r 1mspe11$ion or ~tl~aatwn. With 
J.'.ef;pect to initial r~g.i$tr(l-'thms( hO'Wever, th~ CooitmtSSlOU \Yould be 
xequirea to set the etiechve peH?d, not to be mO're than tw-o year-~ or 
less than one ,,. · fp<Jffi. the aff~tlV6 date Ll 1'. u • 

Petsons .. ,,:i~d·rr··' as :futures oommi13sioR merch&nils or tloor brol-:e~s 
would wJt be l:~quf:ted to retj;i\;ltt;r as such l:\Ss~ltfum . 

Section 20-,\ amends se(ft.i,Op.,ll ~b) an~ sec~ion 8a, .of' the .Act ~() pr<?­
vide that such associates shall ba su~qt to. admmist~atry~ disci!)h­
nary proceedings provided for in tho~e sectiOns of the ;Act. 

Section 205 amends the Act by addmg four new sectwns. 
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"V~w secti0;n 41 ~onstitutes a ~JlfliJ;lg that the activities of ~tonunodity 
t.t·n~mg ad VI~m:s l'l.nd c~mm9~1.ty, poQl dperators are affected with a 
,n,atU»J.UJ p!Wli? mte1·~st m that, aqwng oth~r ,thi~)gt!-'-

( 1~ t:y,eu· J;\<J.iVfCe, coun~l, p~bl~catio:mj, Wiati:p.!!"S, analyses, and 
~p~u;ts are f~ru;~ed anq dU~ti(lh'\lted, and their c~nb·acts, solicita­
~I~~ subscnpP.ous~ f!.greew~'- a)ld o'ther arr~~gements with 
chents ta~ JY)a.c~ IHH;l are nl;\gQ~l;.tted au.d perfornied qy the use 
of the mails and other means and instrumentalities of mterstate 
commerce· 
. (2} th~~l' ~v~~~, OOl}ll):lel, Pl.\b,licatio~, writi~gs, ~naljs~s, and 

I epQrt~ pusto\~a.t1ly r.elate to and their operations are directed 
to'':~rd ~rid cQ.use t~e ,purch,ase and sale of commodities for future 
delivery on or subJect to the rules of contract markets· and 

( 3 ~ t~e fo:r:egqing transactions pccur in such ''"'olum~ as sub­
stantially to affect tra11sactions on contract markets. 

New secti<m 4m rt}q!lires rf)~istration by such persons, bu't would not 
apply ~o any commOdity tradmg adv~s~r who, duri~g fue co_urse of the 
precedmg 12 months, has not furmsh:ed cortunodity tradmg advice 
to more th~n 15 persons and who does not hold himself out generally 
to the puqhc as a commodity trading advisor. 

New. Bectihn 4'!1- auUwrizes the Commission to prescribe what in­
formatiOnl and m. what form 11n~ detail, such persons would have 
to s~pply m a_pP,lymg for the reqmred registration. The section would 
specify the mimmum information to be required as follows: 

(A) ~4e name a?d form o~ organization, including capital 
~truct~re, under whiCh the applicant engages or intends to engage 
~n busm~ss; the name ~f the State under the laws of which he 
1s orgamzed; .the locatiOn o:f his principal business office and 
brll,nch o~ces If any; the names and addresses of all "~;>artners. 
?ffice:rS, dir~ctors, and persons performing similar functiOns" or 
1f the applicant be an individual, his name and address· and th~ 
number of employees; ' 

(B) the education, the . business . a~iations for the past ten 
year;s and the present b~smess affiliatiOns of the applicant and 
of his. partners, officers, d1rec~rs, and persons per:forming similar 
functiOns and of any controllmg person thereof: 

(C) the n~t~re of t~e business of the applidant, including the 
manner of giVIng advice and rendering of analyses or reports· 

.(D) the natu~e and scope o:f the authority of the applicant 
Wtth respect to clients' funds and accounts· 

.(E) ~he basis upon whi~h the applicant is compensated. 
Reg1strat1on wo!fld .be reqmred to become effective no more than 

~c~ays after applicatiOn, unless denied as provided elsewhere in the 

N ~w sectf:<m 4n also prov~des that registrations of commodity 
tradmg advisors and commodity pool operators would expire on the 
30th day of June of each year, and shall be renewed upon application 
the~for.subject to the same requirements as in the case of an ori · 1 
apphcat10n. gina 
T~e Com~ission is atl.thorized to prescribe recordkeeping and re­

portmg re9u1rements for such persons, who would be required to kee · 
~he prescnbE:d .books a_nd records for at least three years or Ionge~ 
If the Commission so directs. The prescribed books and records would 
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be required to be open to inspection by any representative of the. C?m­
mission or the Department of J ustic~. On request of. the Commission, 
a registered commodity trading adnsor or commodity pool oper.ator 
would be required to furnish the name and addre~ of each chent, 
subscriber, or participant, and sub~it s~mples ~r.coples of all rel?orts, 
letters, circulars,. m~moranda, p~bhcat10ns, ~ritmgs, or ~t~er htera~ 
ture or advice d1str1buted to clients, subscribers, or part1c1pants, or 
prospective clients, subscribers, or participants: . . . . . . 

Futures market positions taken or held by mdiv1dual prme1pals of 
commodity trading advisors and commodity pool ope~ators ':'onld 
be required to be fully and completely dis~Iosed to subscribe~, ~hents, 
or participants, unless otherwise authonzed by the Commission by 
rule or regulation. . 

Statements of account would be required to be furm.shed regularly 
to each participant in the operations !lf every. commodity pool ~pera~ 
tor. Such statements would be reqmred to mclude co~plete. mfor­
mation as to the current status of all trading accounts m wh1ch the 
partiCipant has an interest. The Commission would be empowered 
to prescribe the form and manner of.such ~tatements. . . . 

Denial, without hearing, of registration as a comm~d1ty. tradmg 
advisor or commodity pool operator would be authorized for ~ny 
person who is subject to an outstanding order under the Ac~ denymg 
him trading privile~s on any contra~t mark~t, or s~pendmg or re: 
voking his registration as a .co~od1ty tradmg adVIsor, c.ommod1ty 
pool operator, futures comm1ss10n mercha.nt, or floor broker, or s~s­
pending or expelling him from :rpembersh1p on. any contr~ct m~rket. 

Denial, :revocation, or suspensiOn, after h~armg, of reg1stratwn of 
any commodity trading advisor or commod1ty poo~ operator, .would 
be authorized if the Commission finds that .such demal, revocatiOn, or 
suspension is in the public interest and that- . 

(A) the operations of such person disrupt or tend to chsrupt 
orderly marketing conditions, or cause or tend to ca~se sudde~ or 
unreasonable fluctuations or unwarranted changes m. the pnces 
of commodities;. ' . . 

(B) such person (or any partner._ officer, director, persot; per­
formina: similar flilnction, or controllmg person the?-'eof)- (I) l~as 
been convicted within ten year~j~Of any felony or misdemea:r;or lll­
volving the rurchase or sale of any ~ommo~ity or ~ecunty, or 
.arisina: out o his conduct as a·c®lmod1ty tradmg adv1sor or com­
modity pool operator· or (ii) is 'under court iniunction from act­
ing as a commodity trading advisor, commodity PO!>l operator, 
futures commission merchant, or floor broker, or affiliated person 
or employee of any of them. or £:om epgaging in. o!' cont}nuing 
any conduct or practice in connection with su~ activity o:: ~n con­
nection with the purchase or sale of commodities or securities; or 

(C) any partner, officer, or director of such pers?n, or any 
person performing a similar ~~ction o:: any cont~olhng. P.erson 
thereof, is subject to a CommiSSion ~e:rp.al of trad;mg pnvileges 
on anv contract market, or a CommiSSion suspensiOn or revoca­
tion of registration as a commodity trading advisor, commodity 
pool operator, futures commission merchant, or floor b~ker, or a 
Commission suspension or expulsion from membership on any 
contract market. 

l 
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New section 40 forbids registrants as commodi~y trading. advisors 
or as commodity po_ol operators, by use of.the malls ?r ~ny means or 
instrull!entality of ~terstate commerc~, d1rectly or mdJ,rectl;;:,. from 
emp!oymg any device, .schellfe, or arhfi~e. to d,efraud an:y ch.ent or 
participant or prospective chent .or partiCipant, or engagmg m 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 been passed upon, by the United 
States or any agency or officer thereof, but would be permitted to state 
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 adnsors and commodity pool operators. Section 
6 (b) of the Act provides for such proceedings 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 willfully making any false 
or misleading statement o£ a material fact in any registration appli­
cation or any report filed under the Act, or for willfully omitting to 
state in any such application or report any material: fact which is 
required to be stated therein, or for otherwise violating any o£ the 
provisions of the Act or of the rules, regulations, or orders thereunder. 

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 authorizes registration of futures commission merchants 
and floor brokers upon application in accordance with rules and regu­
lations and in form and manner to be prescribed by regulation. Section 
8a also authorizes the refusal to register any person-

( A) if the prior registrlltion of such person is under suspen­
sion or revocation; 

(B) if it is found, after opportunity for hearing, that the 
applicant is unfit to engage in the business for which the appl!­
cation for registration is made, (i) because such applicant, or, 1£ 
the applicant is a partnership, any general partner, or, if the ap­
plicant is a corporation. any office~ or holder of. more than ~en 
per centum oJ the stock, at any time engaged m any practice 
of the character prohibited by the Act , or was convicted of a 
:felony in any Sta~e or Federal court, or ":as deparred by ~ny 
aQ"ency of the Umted States :from contractmg with the Umted 
States, or the applicant willfully made any material false or mis­
leading statement in his application or willfully omitted to state 
any material fact in connection with the application, or ( ii) for 
other good cause shown. . 

Section Sa further 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 210 amends section 5a of the Act by adding a new subsection 
(12) requiring each contract market to submit to the Commission for 
its prio! approval befor~ issuing or pl~cing into .effect all by laws, rules, 
regul:iltiOns, and resolutiOns made or Issued by 1t, or by the governin.,. 
board thereof or any committee thereof, which relate to terms and 
c01iditions in contracts of sale to be executed on or subject to the rules 
o~ S~1Ch co~tnict market.or relate to other tr3;ding requirements, excel'lt 
tllose relatmg to' the settmg of levels of margm. · · · 

The Commission would have 30 days either to approve such bylaws, 
rules, regulations, and resolutions' or to notifv the contrabt rtlarket 
that it is unable to make the neeessarv determination within 30 davs. 

The Commission would be required to approve such bylaws, rul~s 
!·egu!atiop.s, and resoluti?J!S upon a determination that they are' not 
m v1o~at~on of the prov1s10ns of t~e. Act or the regul~tions of the 
CommiSSl?n· Therea~ter, the. CommiSsion wo~ld be requu:ed to disap­
prove, after appr?priate notice. and o~yportumty for hearmg, any by­
l:;tW, ~ul~, re.gula~wp., or resolut1_o~1 whH.>h the Commission finds at any 
tnne 1s In v10lat10n of the provisions of the Act or the regulations of 
the Commission. 

;A .cmttract market would be empowered to issue without priol' Com­
m:lSsw~ a;ppr~val a ~·tile dealing with an emergency requirin~ immedi­
ate act10n, with notice and a complete explanation to the Coinmissimi. 
The Commission shall specify the terms and conditions tmder whieh 
a c~ntract. market. may, in. an emergency, adopt a tempora'ry rnle 

· ~ealm~ With tradmg reqmrements without prior Commission ap­
provaL 

Regiilations· \vould b~ authorized e~e~npti~g enumerated types of 
·contract market operat10nal and adm1mstrat1ve rules from the sub­
mi's8ion requirement. 

SecJion2 o:f the resolution defers for 90 days certa:in other require­
Ii1ents o'f the Ad in Sections 203, 10\'l, and 404. Section 203 now adds a 
new section 4j which requires the Couunission to determine within 6 
months ( a.:fter notice and opportunity :for hearing) whether a floor 
broker may trade for his own account OT anY accoUnt in which he has 
trad~ng- dis~re~ion, and also ex~cute a customer's or~'er. Section 4j aJso 
reqmres a similar study affectmg futures commi$sion merchants who 
trad'e their own ac~ounts or a proprietary accotmt: 

Section 1M adds a new sMtion 14 to the Cmnrnbditv ExchanO'e Act 
for reparation proceedings before the Commission. As the sectibn now 
re~~s, it ~il! be.:;ome effective one year aftet enli'etment, b1;1t claims 
ans'ln1.l: Withm nme months before the effectite date of section 106 
could be heard by the Commission after such one-vear period . 

. Se~tion ¢4 amends Section 4a(3}to provide authority to the Com­
mission to define "bona fide hedging transactions or positions" by 
or(ler. As the section now reads, such definition is to be issued within 
!)0 days of the eil'ective da;te of the Act. 

The Commodity Futures Trading Commission Act of 1974 
("CF'l'CA") (P.L. 93-463) was signed into law on Octuber23, 1974. 

The Act reforms the regulation of the Nation's $571 billion com-
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modity fntnres i:nd~1:stry and c;·eate~. a n~w in.dependent regulatory 
bOd.y-the. C<?ll1J?-10~lty Futures Tr,ad!nS' \o.mnuss10n ( CFTC)-with 
expanded Jm:Is(j.Ictwna:Ifd powers to over~ee th~? Act. · · · ' 

The t).l;t(}ctivG d:.J.te of.QFTCAis tso·da:ys after'the date of t'nadmcnt, 
or AJ?ril21~ 1975. '):'he date wli:'l Bicked after MnsnJtation with admi1i.i~' 
st~·at.1on fi~nu•es a"!. to a reasona,ble: p~l'i6~l d~t;in~ w,~ich the five Com~' 
;tnsswnex·s ()ould be. e~p~cte~l to b~ U<fntlllated,, ponfirmed, and engage 
m the Jlecessary prehltl!mary actiVit'1es to establish the Commission 
h_i re · pri~~ipaJ st~ff. (the. Execu.th:e :Di're~tor selicted· by the Commis~ 
?Ion requ~reg, Senate confirmatiOn), and engage in, the time consum~ 
~ng activities involv.ed in registerihg the appro:x:imatl'ly 25,000 to: 
,JO,OOO pers~ns handlmg customer accounts otherwise regttlafed m1de'r 
the Act, designate new conh;~~t markets for ~11 commodities and be<Vin 
to e!l'ectivel). late this ~o1ati!e and s~nsihve industry. "' 
· lmfortuna.t , the Prestdentiil sel~ctwrr of fo~tr Commissioners was 
not forthcoming until March 18 of this yenr,. , 

Tl~te~e' .llfl"e' certain th!in.gs that th~ <:~1llJ.nt'ldity ·Futures Trading. 
~on;missr~rl'l c~.tnnot phljfsle.ally aceomphsh .beHveen the time of the: 
confirmatiOn of the Comnnsswners and April 21, 1975, the effective 
date of the Qm;unodity Futu_res Trading Commission Act of 197'4., 
Th~ Cdn:tr!nss:rorl catN:n?t I~Ylle.w.th~~ratipns, bylaws and rules of 

the commQd;ity mal'Jre~s 1M: suffiCient d~th to det~)I1mine whether such 
ma~kets; ~hould• be .de5stgilated as contr81et nlark~ts under the Act. The 
~b:lsr~stx~ ?f emrtradt m>atrkets \vi,hout proper revi~w would not be 
m th~ publw rntlerel5t. , • . . , . 

Anot:her majot area> of e~hce.t1n is iihe registration of persons associ­
ate~· Wiih futh.rres ~miss1oni merchants a~1d of commodity trading. 
advisor~ and ~ommochty pool operators. It is estimated that there are 
!1/PJ~rox>Imate'ly 25-,000 to 30,000 Jl)eYsotlS :whO. would be required to 
reg1ster l~)l'der these .proyisio~1s. The Commission could not \vithin the! 
brief. ~Iod a11~1lecli to It pr1.oo · ~o· April21 pr.oimllgate the necessary 
:eJrnlatibJls., rntew thie, aPJllhca:ho:tlH :fr(J)ftl: :snc:h p~rso'l!Ls. make mean~ 
mg:ful fitness.checks, and issue the reqnifred registrations. The Houre 
iJb•tft' :8(l!:fmntfOJ1 'w,ool-d~ ~ de!l~rtg tl!me. ~ecti'Ve .date of St'etions 204 
and' 2tJ5t givlr't~; :COm.m4$~oo ahi additioma1 00 ·clays in wl1ich ""t<il· 
alecomphsll tlre · work'' • , :; . ' 

()thai' s~ti.ons withm th cuJ.r~~tActb hnpbse stiltutory deadlines <,m 
t!l:e Clffl11ll¥1SS.roll ~~i¢Mt., •wera or~gnralJ::r based on. the: :supposrltion o:fl & 

trl9·uble1·i.me'tya~sitron bet~·een; tilo:e ~nt!l:'ent regnlo:toey structure and 
the C'FTC: .. · " · · , · · · .. ·. .. 
. 'f~ere' mdncle ih~ovlisi'0hs oi 1ihe Act

1 
deal:in~ ~;ithi the question of 

trad1n~. bty floor ~l:Yrolli~I'5' a\lad .limtur~ commirsS~iim merchants, custome.r 
re~:aratiOllS: prooedur~, a~d. neW .definitions of hedging. Appropriate 
!ld}nstlmeJJI:;t .·~ t:liese pro"'-tsibns aJso need· t111 qe:made ·and is contained 
tn the pr0!J.~Ibn~ oi H.J. Bes::335\ as .amenw~:d.: . , 

· No pro~l!SlOJ?. ~· t~e ~lntion, as a:rrlMld~ed, altf~J!S exi'Sting law with 
Pespect to the:)trrlsd:i!ctlon of other F~'ral or. .State regulatory efforts. 

~ , · . , I ;.. } _, ~ , ., . ~ 1 : ' ' .! ~ • ' 

. . · C6M:M1!TTEE CoN'siDERA!TION 
I , •· . .- : 

House Joint. R.e5olution . 335' \vas 'int~oduced in. the House on 
March .19, 19,'7~, ':by: ~he; Cha1rma.n "Slid Ra:hkihg lfinority Member of 
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the Committee on Agriculture anq by the Chairma1_1 and Ranki~g 
Minority Member of the Subcommittee on Conservation and Credit. 
On March 20, the. legislation was referred to the Subcommittee on Con­
servation and Credit, and subsequently a report was requeste;d :from 
the Department of Agriculture. A favorable report was recet.ved on 
April 7. A public hearing was held on March 26, and followm~ the 
hearing, the Subcommittee met in ~n open business meeting- and or­
dered H.J. Res. 335, as amended, reported to the Full Committee by a 
division vote. On March 26, 1975, in an open business· meeting,the Full 
Committee ordered H.J. Res. 335, as amended, reported to the House 
by a division vote in the presence of a quorum. · 

Col\-f:\IITTEE Al\iE::IiDMENT . . . 

The amendment adopted by the Committee is designed to increase 
the flexibility of response o:f the Commission during the 90-day pro­
visional period provided, and.still put the c~q in a position of ?eil_lg 
intact as a regulatorybodv w1th full respons1b1hty over the new JUris­
diction provided the C~inmission pursuant to Section 201 of the 
CFTCA. 

As amended, the House Joint Resolution would permit the Com­
mission to t[tke over from the Secretary of. Agriculture th~ regulation 
of: the ~urrently regulated mark~ts on April 21, 1975, and lillJ?rove the 
regulatwn of these markets through the use of the more effectm~ regu­
latory tools provided by the Commodity Futures Tra.ding G1ommisswn 
Act of 1974. In addition, it would provide an orderly way in which 
new rriarkets pnd new registrants could be brought under the provi­
Si0ns o:f the ~let, a:nd provide additional time for the•C.ommission's 
consideration of 80me of the more comple'X:provisions ofithe Act. The 
Committee intends that the provisions of H.J. Res.·335 oo interpreted 
a~ _broadly as needed by tire Co~mi~ion to provide & ~~ponse cap~­
bihty by the CFTC to ;problems whiCh may not be envisioned at thiS 
time,. subject to~ the pubhc interest.·. · .. ·• • . ' . . · . . , . . . 

It Is not the ~ntent of th~ Committee~. iby reporting th1sresolutwn, to 
delay the holdmg of hearmgs or the Implement~tiM.;of•any ·regula­
tions required or encouraged by the Act. In transactions covered in 
sections 201, and 217 of the Act, 'it4is incumbent that the Commission 
act as speedily as possible to exercise its regullttory prerogatives in 
these areas to prev:ent the creation d:fl any possible gaps in regulation. 

There are other substantive provisions of the Commodity Exchange 
Act, as Amended,' which·\vili become applicable ito all peT8ons engaged 
in these activities on • Apri~ •21, 1975, ~lid it _will be ~n.c~l?ent upon 
s1ich persons to conduct ·thmr commod1t;y busme.."!S actiYitms m ·a man­
ner consistent with thre ·provisions of such Act, despite the absence of 
~pecific .Comm. issi~:m re.~k':tion.g' in: the inter¥n ~eriod. By way of 
Jllustratwn, Section: 4(b) of •the COmmodity· Exchange Act as 
Afi'lended, will ~pp1y, ttrtder the provisional contract· market designa­
tion authority of this Resolution, on April21, to all persons dealing in 
previously unregulated oomiiiiJdities, irrespective of any further action 
by the Commiss10n. That .section makes itr- .· . .. . 
(' " ' ~ l; 1 .' ...... , : l :· 'i ' : .'/ ' ! \' < ,' .,.; / •': 

unlawful * **1 ~o~ any peryo~, iQ. or in cpD.fP.ectip:rt With, any 
order to make, or the makmg of, any contract of sale of any 
commodity far future delivery made, or to be made, on or sub-
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ject to the rules of any contract market, for or on behalf of 
any other person • .. (A) to cheat or. defraud or attempt to 
cheat or defraud such other person; (B) willfully to make ..• 
to. such other person any false report or statement thereof, or 
willfully to enter ... any .false record thereof· (C) willfully 
to deceive ..• such other person ... ; or, (D) 'to bucket such 
order** * [emphasis supplied.] 

Viol.ators of t~s provision will ~ subject to the severe criminal 
penalties of Section ~ (c) for any ac~1?n occurring on or after April21 
regard_le~s of the timmg of addttlonal regulatory action by the 
Comm1ss10n. 

.A~ of April 21;, 1975, ,~ny person ·who is acting as a "futures com­
miSSiOn merch:tl_lt · or a 'floor bro.ker" so~ely in the presently unregu­
la~d commodi~1e~ must cease ~01ng busmess unless he is registered 
~VIth the CommiSS1on. Further, 1f the Commission finds it in the public 
mterest not to extend the effective dates of sections 204 and 205 of the 
CF~CA, al}.y person who is a "commodity trading advisor" or "com­
modity pool operator" as those terms are defined in the CFTCA or 
who is an associated person, within the meaning of section 4k of 'the 
CFf'CA, m~st also cease ~o~ng business as of April 21, 1975, unless 
r~gis~red WI~ the Commiss~o~. The. purpGse of provisional registra­
tion. IS to pr?v1~e the CommiSSion w~th an opport~nity to give regis­
t~atwn apphc~t10ns t~e thorough !'ev1ew they reqmre and, at the same 
time, t<? permit apphca!lts, pendn~g the compl~tion of that review, 
to ~ontl~ue to engage m the busmess for which they are seeking 
reg_tStratwn. 

'fhe Comm~t~ee wishe~ to ~ake it clear that a person who has been 
granted provisiont_tl r~gtstratwn must cease doing business immedi­
ately upon the expn·ati~n of t.he provisional re/6istration period, unless 
h~ has been granted reg1stratwn for a full period. The Committee also 
":l~hes to m~ke it clear that, in determining whether to register a pro­
viSIOnal registr~mt f?r a full period, the Commission may refuse to 
grant such reg1stratu.:m for any of the reasons specified in section 
8~ ( 2) of the Commodity Exchange Act, as amended and the Commis­
swn. may do so "pendmg final determination" as' provided in that 
sectiOn. 

The Committee recognizes that the Commission may be unable to 
adopt p:r:oce~ural rules ~or ~gistration in time to permit persons to 
file a:pphcat10ns for registratlOn b~f~re April 21, 1975. Section 1 (c) 
provid~s, therefore, that the CommiSSIOn may defer the effective dates 
of sectw~s ~04 and 205 ~f the CFTCA for such periods, as it finds in 
the pubhc mterest, not m excess of 90 days from the effective date 
of the CFTCA. . . 
, The .C9mmittee also re~ognizes. t~at during its start-up pe.riod the 

Comm1sswn may not ~ m a posihiJn to review and approve all the 
byla~vs, rules,· rel{Ulatlons and resolutions o:f the contract markets. 
SectH.m l (c) prov1d~s, therefore, that the Commission may defer the 
~ffectlve da~ ?f sectiOn 21Q of the CFTCA for such periods, as it finds 
m the pubbc.mterest, not m excess of 90 days from the effective date 
of t~e CFTC~. The Committee wishes to make it clear, however, that 
durmg the per1od of any such delay by the Commission of the effective 
date of section 210, the Committee intends that thl' contract markets 

H. R~pt. 122, 94-1--2 



10 

enforce all of thei~ bylaws,, rules, regulations and r~s~lutions '\H1~ch 
have not been specifically disapproved by the C<?mm1sswn and whiCh 
are consistent with the purposes of the Commod1ty Exchange Act, as 
amended. 

CuRRENT .AND FrvE SUBSEQUENT FrscAr, YEAR CosT EsTn.tATE 

Pursuant to Clause 7 of Rule. XIII of the Rules of the House of 
Representatives, the Committee estimates the cost to be incurred by 
the Federal Government during the current and the five subsequent 
fiscal years as a result of the enactment of this legislation would be 
zero. 

The same cost estimate was submitted to the Committee by the De~ 
partment of Agriculture. 

INFLATIONARY IMPACT STATEJ\IENT 

Pursuant to clause 2(1) (4), Rule XI of the Rules o~ the Hou;se-of 
Representatives, the Committee estimates that there w1ll be no mfla­
tionary impact from the enactment of H.J. Res. 335, as· amended. 

BTJDGET AcT CmrPLIANCE (SECTION 308 AND SECTION 403) 

·The provisions of clause (3) (B) and clause (1) (3) (C) of Rule :X 
of the House of Representatives, and Section 308(a) and Section 403 
of the Congressional Budget.Act of 1974 (relating to estimateS ?f new 
budget authority on new or mcreased tax expenditures ~nd estimates 
in comparisons prepared by the Director of the CongressiOnal Budget 
Office), are not considered applicable. 

OVERSIGHT STATEMENT 

No specific oyersight ac~iviti~, other than the hearings accompany­
ing the Committee's cons1derat10n of H.J. Res. 335, were made by 
the committee, within the definition of clause 2 (b) ( 1) of Rule X of 
the House. . 

No summary of oversight findings and recommendations made by 
the Committee on Government Operations under clause 2(b) (2) of 
Rule X of the Rules of the House of Representatives was available to 
the Committee with reference to the subject matter specifically 
addressed by H.J. Res. 335. 

ADMINISTRATION PosiTION 

Mr. Alex C. Caldwell, Administrator of the Commodity Exchange 
Authority, delivered the :following statement in support of H.J. Res. 
335, and subsequently supported the Committee amendment: 

STATl<lMENT oF ALEx C. CALDWELL, ADMINISTRATOR, CoMxop;x:TY Ex­
CHANGE AUTJJQRITY, U.S. DEPARTMENT OF AGRICULTURE, BEFORE THE 
SUBCOMMITTEE ON CoNSERVATION AND CREDIT o:F THE HouSE AGRI-
cuLTURE Co:c\t:MITTEE, MARCH 26, 1975 · · · 

Mr. Chairman, I appreciate this opportunity to appear before this 
Committee to discuss House Joint Resolution 335. The approval of 
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this resolution seems necessary i£ we are to have an orderly transition 
from the Commodity Exchange Authority to the Commodity Futures 
Trading Commission. . · . · 

There are certain things that the Commodity Futures Trading Com­
mission cannot ghysically accomplish behveen the time of the con­
firmation of the CommissiOners and April 21, 1975, the effective date of 
the Commodity Futures Trading Commission Act of 1974. 

The Commission cannot review the operations, bylaws and rules of 
the currently unregulated commodity markets in sufficient depth to 
determine whether such markets .should be desi~ated as ~ontract 
markets under the Act. Moreover, 1t cannot establish a reportmg and 
market surveillance system for the currently unregulated markets 
and have it in effective operation by April 21. The designation of 
contract markef:s without pr?per review and the r~gulation of t!ading 
in new commodity f~tures w1thout a proper reportmg and survmllance 
system would not be Ill the public interest. 

The House Joint Resolution would solve both of these problems by 
delaying the effective date of sec~ion 201 (J:>) of .the Act for: 90 _days. 
This would have the effect ofdelaymg for tlus penod the apphcatwn of 
the designation and other requirements to the currently unregulated 
markets. It would not delay the much needed strengthening of regula­
tion of the markets currently under the jurisdiction of the Secretary 
of Agriculture. During this period, the Commission would have ample 
time, in my judgment, to determine whether specific markets sh~uld be 
designated under the Act and to establish a· meaningful surveillance 
system for these markets: · 

The postponement of th. e effective date of section 201 (b) ·would also 
delay the exclusive jurisdiction provision of the Act. Since the Com­
mission would not have jurisdiction over trading in•certain commodi­
ties such as gold and silver during this 90-day period, other Federal 
agencies and the states could continue their present regulatory pro­
grams -in these areas.· Unless there are undesirable consaque~ces in 
some of these programs as a result of the postponement of th1s pro· 
vision .of the Act, the continuation ·of these programs during this 
period would appear to be in the public interest. 

The other major area of concern has been the registration of persons 
associated with futures commission merchants and of commodity trad­
ing advism:s and commodity pool operators. We estimate tha~ there 
are approx~mately 251000 to 30,000 persons who would be reqmred to 
register under these provisions. The Commission could not within the 
bnef p~riod all?tted to it p~ior. to April 21 promulgate the neces~ary 
regulations, review the apphcatwns from such persons, make meanmg­
ful fitn~ss checks, and issue t~e required re~istrations. The. House Joint 
Resolution would, by delaymg the effective date of sectiOns 204 and 
205, give the Commission an additional 90 days in \vhich to accomplish 
this work. This, in my judgment, shouldbe ample. 

In addition to the matters which I have already discussed, which are 
of primary concern to me, the House ,Joint Resolution would give the 
Commission additional time to complete certain of the important tasks 
which the new legislation places upon it. Section 106 of the law, which 
establishes a reparation procedure, would be slightly changed. The 
Commission would, under this proposal, have an additional 90 days in 
\vhtch to put a reparation program into effect. The pr:oposed change 
would not, however, adversely affect any person who might ~?eek to use 
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such a reparation procedure. At the present time, the law provides 
that claims which arise within 9 months immediately prior to the 
effective date of the section may be heard by the Comml8Sion after the 
reparation procedure is established. The House Joint Resolution would 
extend the claims period to one year and, thus, include the entire period 
covered by the present provisions of this section. -

Under the House Joint Resolution, section 203 of the Act would 
be amended to give the Commission an additional90 days in which to 
determine whether floor brokers and futures commission merchants 
would be permitted to trade both for their own accounts and the 
accounts of customers and, if so, under what terms and conditions. As 
the Committee is aware, there is a wide difference of o.Pinion as to 
whether this type of dual trading should be permitted. Smce this is a 
controversial matter and the Commission's decision could have a major 
impact on certain traders and on the markets, it would be extremely 
helpful for the Commission to have the additional 90-day period 
provided by this resolution. 

In addition to the provisions covered by House Joint Resolution 
335, we believe it would be well to postpone for 90 days the effective 
date of sections 210 and 407 of the Commodity Futures Trading 
Commission Act of 1974. Section 210 requires contract markets to 
submit to the Commission for its approval all bylaws and rules issued 
by the contract market or by its governing board relating to trading 
requirements. Under section 407 the contract markets must enforce all 
such bylaws and rules approved by the Commission and revoke and 
not enforce all disapproved bylaws and rules. Read together, these 
sections seem to require prior approval by the Commission of the 
bylaws and rules of the contract markets before such bylaws and rules 
can be enforced. This apples to currently designated contract markets 
as well as those which may be designated in the future. It probably 
will not be possible for the Commission to approve all bylaws and 
rules of e~i~ting contract markets before April 21, 1975; therefore, 
these proviSions should be delayed also. 

In summary, the House Joint Resolution would permit the Com­
mission to take over from the Secretary of Agriculture the regulation 
or the currently regulated markets on April 21, 1975, and improve 
the regulation of these markets through the use of the more effective 
regulatory tools provided by the Commodity Futures Trading Com­
mission Act of 1974. In addition, it would provide an orderly way in 
which new markets and new registrants could be brought under the 
provisions of the Act, and provide additional time for the Commis­
sion's consideration of some of the more complex provisions o£ the Act. 

In addition, the Department of Agriculture recommended approval 
of H .• J. Res. 335, as amended, in the following report of April 7, from 
Secretary EarlL. Butz: 

DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SECRETARY, 

Ron. THOl\IAS S. FoLEY, 
Washington, D.O., April7, 1975. 

Oh(J;irman.. Committee on. Agriculture, 
II ouse of Representatives, W ashin.gton, D .0. 

DEAR Mn. CHAIRMAN : This is in response to your letter of March 24, 
1975, for a report on House Joint Resolution :335 to extend the effective 

1 
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date of certain provisions of the Commodity Futures Trading Com­
mission Act of 1974. Our report will be based upon this Joint Resolu· 
tion as amended and approved by the Committee on Agriculture on 
March 26, 1975. 

We recommend the approval of House Joint Resolution 335, as so 
amended and approved, subject to a change suggested herein. 

There are certain things that the Commodity Futures Trading Com­
mission cannot physically accomplish between the confirmation of the 
Commissioners and April21, 1975, the effective date of the Commodity 
Futures Trading Commission Act of 19'74. · 

The Commission cannot review the operations, bylaws, and rules of 
commodity exchanges seeking designation as contract markets in suffi­
cient depth prior to April21, 19'75, to determine whether such markets 
should be designated. In addition, the Commission cannot review and 
process within the brief period allotted to it prior to April 21, 19'75, 
the applications of an estimated 25,000 to 30,000 individuals and firms 
that are expected to apply for registration as futures commission mer­
chants, floor brokers, associated persons, commodity trading advisors 
and commodity pool operators. 

House Joint Resolution 335 would give the Commodity Futures 
Trading Commission the authority to issue provisional designations as 
contract markets for a period not to exceed 90 days from tlie effective 
date of the Commodity Futures Trading Commission Act, and to delay 
for the same period the effective date of the section of the Act requiring 
Commission approval or contract market bylaws and rules. The Joint 
Resolution would also give the Commission the authority to issue pro­
visional registrations as futures commission merchants, floor brokers, 
associated persons, commodity trading advisors and commodity pool 
operators for a period not to exceed 90 days from the effective date of 
the Act. As an alternative to the provisional designation of associated 
persons, commodity trading advisors and commodjty pool operators, 
the Commission is authorized to delay for the same period the effective 
date of the sections of the Act requiring registration of such persons. 
During the. 90-day period in which the Commission could issue pro­
visional designation or registration and/or delay the effective date of 
certain sections of the Act, the Commission would have sufficient time 
to determine whether the applicants met the designation or registra­
tion requirements of the Act. • 
- Following such a review the Commission could issue, to those that 

qualify, the type of designation or registration originally contemplated 
by the statute. · 

We believe that the reference in section 1 (c) of the amended bill 
to section 210 should be changed to refer to section 40'7 also since the 

.latter section is the one which revokes the present requirement in sec­
tion 5a(8) of the Commodity Exchange Act (7 U.S.C; 7a(8}) that a 
contract market enforce its bylaws, etc., which have not been disap­
proved under the Act and substitutes a requirement for enforcement 
of bylaws, etc., approved by the Commission. 

In making this report, the De)?artment is submitting its own views. It 
cannot speak for the Commodity Futures Trading Commission. 

The passage of the joint Resolution would not involve additional 
cost. 
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The_ Office of ~anagement and Budget advises that there is no obj~c­
tiot{to the presentation of this report and that the passage of the Jomt 
Resolution \\·ould be consistent with the Administration's objects. · 

Sincerely, 
EARL I.. Burz, 

Sem'etary. 
CHANGES IN EXISTING LAw 

·- In compliance with clause 3 of rule XIII o:f the Rules of the House 
of Representatives, changes in existing law tnade by the bill are shown 
ns follows (existing l.aw J?ropo~ed_ to.be omit~d !S enclo~d in. black 
brackets~ new matter IS. prmted m Itahc, and ex1stmg law m which no 
cha-nge is proposed is shown in roman): · 

TnE Co~niODITY FuTUUES TnADINO Co:M;M:ISSION ACT OF 197-± 

• ' * * * *- * * 
--SEo. 106. The Commoditv 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 11Ile, regulation, or order thereunder by any 
person registered under section 4d, 4e, 4k, or 4m of this Act may, at 
tuiy time \vi thin t·wo yeats 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 
warrant sueh act-ion, a copy of the eomplaint thus made shall be for­
warded by the Commission "to the respondent, who shall be caJled upon 
to satisfy the t:Of!lplaint, or to tms,;·er: it in writing, within a reasonable 
time to be prescribed by the CommissiOn. . 
· "(b) I£ there appear to be, in the oEinion of the Commission, any 
r~asonable grounds for investigating any complaint made under th}s 
Flection, 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 ma!l or otherwise. on the respondent 
and afford such person an opportumty for a hearlllg thereon before 
an Administrative I~aw Judge designated by the Commission in any 
place in which the said person is engaged in business: P1•ovided, That 
rn complaints wherein the amount claimed as damages does not exceed 
the sum -of $2,500., ~a hearing need not he 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 :vhere the ~am­
ages claimed exceed the sum of $2,500 has been provided or wa1ved 
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 provision 
of this Act or any rule, re~ulation, or order thereunder. . 

"(d) In case a complamt is made by a nonresident of the United 
States, the c-omplainant shall be required, before formal action 
is taken on his complaint, to furnish a bond in do 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 a ward that may be issued by the Commission 
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against the. coinflainant 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 m1der 
subsection (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 dul. y serv. ed withm the time 
prescribed, or to appear at a hearing after being duly· notified, the 
Commission determines that the respondent has violated 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 ComJnission under such 
rules and regulations as it shall prescribe, unless the respondent has 
already made reparation to the person · complainin~, 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 subequent deter~ 
mination. The remaining disputed amount shall be determined in the 
same manner and lmder the same procedure as it would have been de­
termined 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) ofthis section, an order of 
the Commission awarding reparations shall be final and conclusive. 

"{g) Any order of the Commission entered hereunder shall be re· 
viewable on petition of any party aggrieved thereby, by the United 
States Coiut.of Appeals for any circuit in which a hearing was held, 
or if no hearing was held, any circuit jn 'vhich the appelJeeis located, 
under the procedure provided .in paragraph (b) of section 6 of this 
Act. Such appealrshall not be effective unless:within 30 days fnom 
anrl aftrr the date of the reparation order the appellant also files-with 



16 

the clerk of the court a bond in double the amount of the reparation 
awarded against the appellant con~itioned upon the paym~nt of the 
judgment entered by the court, plus mterest and costs, mcluding a re!l­
sonable attorney's fee for the appellee, if th~. appellee ~~all pr~va1l. 
Such bond shall be in the form of cash, negotiable securities h~vmg a 
market value at least equivalent to the amount of bond :prescribed, .or 
the undertaking of a surety company on the ~pproved hst of sureties 
issued by the Treasury Department of the Umted States. The ap.pellee 
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 ~eP.arati?n ?rder has been 
issued shows to the satisfaction of the Commission withm fifteen days 
from the expiration of the period allowed for C<?mpliance. with such 
order that he has either taken an appeal as herem authorized ~r .has 
made payment in full as required by such o~der, l_le shR;ll be prohibited 
from trading on all contract markets and his registratiOn sha~l be su~­
pended automatically at the expiration of s~cl_l fifteen-day per10~ until 
he shows to the satisfaction or the CommiSSIOn that he has paid the 
amount therein specified with interest thereon .to da!e of paymen~: 
Pmvided, That if on ~ppeal.t~e. appell~e preva~ls or If the apP.eali~ 
dismissed the automatic prohibitiOn agamst tra~mg and susP.enswn of 
reuistration shall become effective at the expiratiOn of thirty days 
fr~m the date of judgment on the appeal, but if ~he judgment is stayed 
by a court of competent ju~isd.iction the suspenswn shal~ becom.e effec­
tive ten days after the expiratiOn o.f such stay, unless pnor ther~to the 
judo·ment of the court has been satisfied. . . 

''(i) The pmvisions of this section shall n_ot become effective l;lnbl 
[one year] fifteen 'fn.O_nths .af~er th~ date of Its enactmen!: Provjded, 
That claims which arise withm [nme months] one year Immediately 
prior to the effective date of this section may be heard by the Com-
mission after such [one year] fifteen months period." . 

SEc. 203. The Commodity Exchange Act, as amended, IS amen.ded 
by inserting after S('..-etion ~i . ( 7 U.S.C. ~i )., the. following n~w sectiOn: 

"SEc. 4j. (1) The Commisswn shall withm [siX months] n~ne mont!ts 
after the effective date of the Commodity Futures Tradmg Commis­
sion Act of 1974 and subsequently when it determines that cl_langes 
are required, make a determination, after notice and opportumty for 
h('aring, whether or not a floor broker may tr~~;de fo.r his _own account 
or' any account in which such broker ha~,tradmg d~scretwn, an~ a.lso 
oxecute a customer's order for future dehvery and, If the CommiSSIOn 
determines that such trades and such executions shalll:,Je permitted, the 
Coinmission shall further determine the terms, conditions, and circum­
stances under which such trades and such executions shall be con­
ducted: Provided, That any such determination shall, at a minimum, 
take into account the effect upon the liquidity of trading of each 
mark;et: And provided furt~er_, That nothi~g herein shall be ~on­
st.rned to prohibit the CommiSSion from makmg separate deter~mna­
tions for different contract markets when such are warranted m the 
judgment ·of the Com~i~sion, or to pro~1i~it contract·markets from 
setting terms and condttions more restrictive than those set by the 
Commission. · 
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"(2) T~e Commission shall wi~hin [six mo~1thsl nine nw"}t~s after 
the effective date of the Commodity Futures 'Iradmg CommiSSIOn Act 
of 197 4, and subsequently when it determines that changes are requ~red 
make a determination, after. notice and opportunity for h.earmg, 
whether ornot a futures commission merchant may trade for Its own 
account or any proprietary account, a~ defined by the Commis~ion, and 
if the Commission. determines that .such trades shall be permitted, the 
Commission shall further determine the terms, conditions, and circum­
stances under which such trades shall be conducted: Provided, That 
any such determination, at a minimum, shall take into account the 
diect upon the liquidity of trading of each market: And provided fur­
the!', That nothing herein shall be construed to prohibit the Commis~ 
sion from making separate determinations for different contract mar­
kets when such are warranted in the judgment of the Commission, or to 
prohibit contract markets from setting terms and conditions more re­
strictive than those set by the Commission."·· 

* * * * * 
SEc. 204. (a) The Commodity Exchange Act, as amended, IS 

amended by adding.thefollowing new section: . 
"SEc. 4k. (1) It shall be unlawful for any person to be assomated 

with any futures commission merchant or with any agent of a futures 
commission merchant as a partner, offic~r, or. e~ployee ( ~r any :person 
occupying a similar status or performmg. Similar functwns), m any 
capacity which involves (i) the solicitation or acceptal,l~eof customers' 
orders (other than in a clerical capacity) or ( ii) the supervisio~ of any 
person or persons so engaged, unless such person shall have registered, 
under this Act, with the Commission and such registration shall not 
haYe expired nor been suspended (and the period of suspension has ~ot 
expired) or revoked, and it shall be unlawful f?r .. any futures commis­
sion merchant or any agent of a,.futures comm1ss10n merchant to per­
mit such a person to become or remain associated with him in any such 
capacity if such fnture~.commission mercha~t or agent knew or shou.ld 
have known that such person .was not so register~d or that sue~ regis­
tration had expired, been suspe!1decl (and the l?er1?c~ of suspen~wn h.as 
not expired) or revoked: Prov~ded, That any mdividual who IS regJs­
tered as a floor broker or futures commission merchant (and such reg­
istration is not suspended or revoked) need not ~lso. register under 
these provisions. . · · · 

" ( 2) Any such ~er~an ~lcsiring to be registered shall m~ke applica­
tion to the Comm1sswn lil the fol·m and manner prescnbed by the 
Commission, giving such information and facts. as the Commission 
mav deem necessary concerning the applicant. Such person, .when 
registered hereunder, shall likewise continue to report and. furmsl~ to 
the Commission such! information as the Cpmnnsswn may reqmre. 
Such registration shall expire two years a:fter tl:te effective date ther":of, 
an,d shall be renewed upon application therefor unless the registratwn 
has been suspended (and the perioq of such suspension h~s not ex­
pl.red) or revoked after notice and lu~a~i~g: as pr~scri~d in section 
6 (b) of this Act: Provided, That upon m1t1al regJstrati?n,. the effec­
tive period of such registration shall be set by the Com1msswn, not to 
exceed two years from the effectiye date thereof and not to be less than 
one year from the effective date thereof." 
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(b) Section 6(b) of the Com.modity Exchange Act~ as amended (7 
U.S. C. 9), is amended by inserting after the words "futures commis­
sion :rperchant" each time those words appear, the following: "or any 
persqn associated therewith as described in section 4k of this Act,". 

(c)· S~ction 8a ( 1) of the Commodity Exchange Act, as amended 
(7 U.S.C. 12a(l),), is am~nded by inserting after the words "futures 
comlnission merchants" the· following: "and persons associated there­
with as described in section 4k of th~s Act/'. · 

S:Ec. 205. (a) The Commodity Exchange Act, as amended; is 
amended by adding the follmving riew 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, counselt 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, ainalyst~s, ·and 
reports customarily relate to and their opt~rations are directed 
toward and cause the purchase and sale o:£ commodities :for future 
delivery on or subject to the rules of contract markets ; and 

"(3) t~e foregoing ~ransactions occur in such volume as toa:tfect 
substantmlly transactions on contract markets. 

"SEc, 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: Pr(YI)ided, That the provisions of 
this section shall not apply to any commodity trading a:dvisbr who, 
during the OO!trse of the preceding twelve months, has not furnished 
commodity trading advice to more than fifteen pt~rsons and who does 
not hold liimseH out generally to the public as a commodity trading 
advisor. · ·· 

"SJ<:c. 4n. (i) Any eonunodity trading advisor or commodity pool 
operator, or any pt~rson wh<> contemplates becoming a commodity 
trading advisor or commodity pool operator, may register under this 
Act by filing an applieation with the Commission. Sueh applicaction 
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, includinC)' the following: 

(A} the name and :form of' or¢mizafion, including capital 
strucCu're, under wllich the itpP'lieant engaj!es or intends to {'ng-a~e 
in 'business·; thenay;ne' of. the State under th'e l~ws of which he is 
orga'lri'zed; the Iocatidrt of his principa;l husin(>ss office and branch 
oflieeS, if any; the nam:es rend address,es of ~til partners, officers, 
direcfJOrs, and persons performing' similt.tr functions or. i:f the 
applicant be an individimJ, of such individual; and the number oi 
emt>fo:Vees; · 

"(B') the education. thP, busin{'ss affiliations for ·the past ten 
years, and the present b1t$iness affiliations of the applicant and O"f 
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his p~rtners, officers, direct?rs, and persons performing similar 
funct1ons and of any controlling person thereof; 

'~(C) the nature of th0 business of the applicant, including the 
manner of giving advice .and rendering of ~nalyses or reP?rts; 

'"{DY the nature and scope of the author1ty of the applicant 
with resp,ect to c~ients' funds. and account~; . . 

"(E)! the bas1s upon wh1ch the applicant 1s or will be com­
pehsafea; and 

"(F) such other informatiot: as trye Con~mission ma.y req1_1ire 
to d~ine whether the apphcant 1s qualified for reg1strat10n. 

"(2) Except as hereinafter provided,such registration shall become 
e~e~ive thirt_y 4ays after the receipt of s~eh application bY. t~e Com­
mlSS1ort, or "W1thm such shorter pertod of time as the Commission may 
detern'tiiie; 

" ( 3') All registrations under this section shall expire on the 30th 
day of ~nne of each year, and ~hall be rene'Yed upon application ~h~re­
f6r subJect ro the same reqmrements as m the case of an or1gmal 
application. 

'(4) (A) Every commodity trading advisor and commodity pool 
op\'rator registered u~der this Act shall maintain books and ree?rds 
and file such reports li1 such form and manner as may be prescribed 
by the Commission. All such books and records sha II he kept for a 
JYeriod of at least thre~ years; or longer if the Comm_ission so directs, 
and shall be open to mspectlon by any representative of the Com­
mission or the Department of Justice. Upon the request of the Com­
mission, a re_t!ist.ered commodity trading advisor or commodity pool 
operator shall :furnish the name and address of each client. sub­
scriber, o~ participant, and submit samples. or eopi~s. of all reports, 
letters, circulars, mentotanclnms, publicatiOns, wntmgs, or other 
literature ar advice distribtrted'to clients, subscribers, or participants, 
or prospective clients, subscribe~, or participants. 

"(B) Unless otherwise auth6ri'zed by the Commission by rule or 
regulation, all eommodity trading advisors and commodl.tv pool 
operators shall make a fttll and com&lete disclosure to their. sub­
scribers, clients, or participants of dl futures market positions taken 
or held by the individual principals of their OTganization; . 

"(5) Every commodity pool operator shall regula:rlv furmsh state­
ments of account to each participant in his operations. Such statements 
shall be in: such form and manner as may he prescribed by the Com­
mission and snall in elude complete information as to the current status 
o£ 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 H such person is subject to an outstanding order under 
this Aet denying to such person trading privileges on any contract 
.market, or s•uspending 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 sueh 
person from membership on any contr~ct market. 

"'(7) 'l'he Commission affet hearing ma:y by ordel" deny registration, 
revoke. or su'Spt~nd the registration of any commodity trading ad visor 
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or commodity pool operator if the Commission finds that such denial, 
revocation, or suspensi~n is in the public int~rest and that-:- . 

'' (A) the operations of such person d1srupt or tend to disrupt 
orderly marketing conditio:ns, or cause or tend to cause sudden or 
unreasonable fluctuations or unwarranted changes in the prices 
of commodities; · 

"(B) such commodity trading advisor or commod~tYl. poo~ orer­
ator, or any partner, officer, director, person performmg s1m1lar 
function or controlling person thereof-

" ( i) has within ten years of th~ issuance ~f suc4 order 
been convicted of any felony or misdemeanor. mvolvmg ~he 
purchase or sale of any commodity or .secunty, or ar1smg 
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 op~rator; 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 operata~, :futures 
commission merchant, or floor broker, or as an affiliated per­
son or employee of any of the foregoi;llg, or from engagi!l$ 
in or continuing any conduct or practice in connection vnt.t1 
any such activity or in connection with the purchase or sale 
of commodities or securities; or · 

"(C) any partnerl officer, or director of such commodity trad~ng 
advisor or commodity pool operator, or any person performmg 
a similar function or any controlling person thereof is subject 
to an outstanding order of the C01nmission denying trading.privi­
leges on any contract market to such person, or suspendm~-r 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 mem­
bership on any contract market. 

"S:Ec. 4o. (1) It 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 commerce, 
direct]y 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 transaction, practice, or course of busi­
ness which operates as a fraud qr deceit upon any client or par-
ticipant or prospective client or participant. . 

"(2) ~t shall be unlawful ~or any commod~ty trading advisor or 
commodity pool operator registered under this Act to represent or 
imply in any manner whatsoever that he has been sponsored, recom­
mencled, or "approved, or that his abilities or qualifications have in 
any respect been passed upon by the United States or any agency or· 
¢ficer. 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.~' 
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(b) Section 6(b) of the Commodity Exchange Act, as amended 
(7 U.S.C. 9) is amended by inserting immediately before ~he w?rcls 
"or as floor hroker" each time those words appear, the follo,vmg: 
"commodity trading advisor, commodity pool operator,". 

(c) Section 8a(l) of the Gommodity Exchange Act, as amended 
(7 u.s.C. 12a(l) ), is amended by inserting immediately before th.e 
'"·ords "and floor brokers" the :following: "commodity trading ad vi­
sors, commodity pool operators.". 

* * * * * * * 
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 resolu­
tions made or issued by such contract market, or by the governing 
board thereof or any committee thereof which relate to terms and con­
ditions 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 relati1lg 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 
within such period of time, such bylaws, rules, regulations, and resolu­
tions 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 Commission 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 l?rovisions of this Act or the regulations 
of the Commission. The Commission shall specify the terms and condi­
tions under which a contract market may, in an emergency, as defined 
by the Commission, adopt a temporary rule dealing with trading re­
quirements without prior Commission approval. In the event of such 
an emergency, 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 notifies the Commis­
sion of such action with a complete explanation of the emergency 
involved. The Commission may adopt a regulation exempting enumer­
ated types of contract market operational and admimstrative rult>s 
from the requirement that they be submitted to the Commission for its 
approval." 

* * * * * * 
SEo. 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 bv the 
Commission within [ninety days] one hundred eighty days a:fte'r the 
effective date of the Commodity Futures Trading Commission Act of 
197 4 by order consistent with the purposes of this Act."; and by 
deleting, effective immediately on enactment of this Act, the remainde·r 
of paragraph (3): Provided, That notwithstanding any other provi­
sion of law, the Secretary of Agriculture, immediately upon the enact-
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ment of the Commodity Futur~ Tr·ading C.ommission Act o-f 197 4, is 
authorized and directed .to promulgate regulations defining bona fide 
hedgingtransactions and positions: And provided further, Thatuntil 
the SecrPtary issues such regulations defining bona fide hedging tr;lns­
aeti.on.s 'and positions and such regulations are in full force and effect, 
such terms shall continue to be defined as :;;et forth inthe Commodity 
Exchange Act prior to its amendment by the Commodity Futures 
Trading Commission Act of 1974. 

* * * 
That notw"itlistandir~g any otfl,er provwion of law or of the Com­

modity Exchange Act, aa ,a-mended ( 7 U.S.C. sec. 1 et seq.), the 
Connnodity Futures Trading Commission established in Section B(a) 
of the Commodity Ewchange Act, aa amended, in its dism~etion, and 
w-ithout prior notice or hearinps •. . .. . 

(a) may gl'a:nt pr011iBional des.ignation as a contract maTket to any 
boards of trade for any commodities traded thereon for .such period 
not in exr:es8 of .90 day8 from the effective date of the Commodity 
Futm·es Trading Commission,Act of 1974 and under such terms and 
conditions as the C01nmission; may prescribe: Pro'I)U(ed, T-hat upon the 
('WpiPa.tion of any pro?Jis?·onal designation of a bom,d of tmde as a 
oontmct. ma.rl.~et, such board of trade shall not be designated as a con­
tract 'tnarket ewcept as .provided in Section 6 of the Oommodity Ew­
change Act, a.<J amended. 

(b) may grant provisional registration as a futures commissi01i 
merchant, floor broker, associated person, commodity t1•ading advisor 
and commwdity pool opemtm• to any person .for such period not in 
ewces8 of 90 days fr01n the effeotime date of the Commodity Putu?'es 
Trading Commission Act of 1974 (Public Law 93-463) and under 
such ter1n:s and conditiom as the Oommission.may pTescribe; 
· (c) ma,y defer for such period not in ewcess of 90 days frorn the 
effective date of the Act, the effective dates of Sections 204, 205 and 
210 of the Commodity Futures Trading Commission Act of 197 4 
(Public Law 93-463). 

0 

• 



H. J. Res. 335 

RintQ!,fourth Q:ongrrss of tht tinittd ~tatrs of 9mtrica 
AT THE FIRST SESSION 

Begun and held at the City of Washington on Tuesday, the fourteenth day of January; 
one thousand nine hundred and seventy-five 

joint Resolution 
To extend the effective date of certain provisions of the Commodity Futures 

Trading Commission Ad; of' 1974. 

ReJJolmed by the Senate and H OWJe of RepreJJentatives of the United 
States of Ameriea in Congress assemlJled, That notwithstanding any 
other provision of law or of the Commodity Exchange Act, as amended 
(7 U.S.C. 1 et seq.), the Commodity Futures Trading Commission 
established in section 2 (a) of the Commodity Exchange Act, as 
amended, in its discretion, and without prior notice or hearings: 

(a) ma_y grant provisional designation as a contract market to 
any boards of trade for any commodities traded thereon for such 
period not in excess of ninety days from the effective date of the 
Commodity Futures Trading Commission Act of 197 4 and under 
such terms and conditions as the Commission may prescribe: Pro­
vided, That upon the expiration of any provisional designation of 
a board of trade as a contract market, such board of trade shall not 
be designated as a contract market except as provided in section 
6 of the Commodity Exchange Act, as amended; 

(b) may grant provisional registration as a futures commission 
merchant, floor broker, associated person, commodity trading 
adviser, and commodity pool operator to any person for such 
period not in excess of ninety days from the effective date of the 
Commodity Futures Trading Commission Act of 1974 (Public 
Law 93-463) and under such terms and conditions as the Com­
mission may prescribe; and 

(c) may defer for s\Mh pefted not in e~ nin,•ty dny:s from 
the effective date of the Act, the effective dates of sections 204, 
205, 210, and 407 of the Commodity Futures Trading Commis­
sion Act of 1974 (Public Law 93-463). 

SEc. 2. Section 203 of the Commodity Futures Trading Commission 
Act of 1974 is amended by striking the phrase "six months" wherever 
it appears therein and substituting therefor the phrase "nine months". 

SEc. 3. Section 106 of the Commodity Futures Trading Commission 
Act of 1974 is amended by striking the phrase. "one .Y.ear" wherever it 
appears in the last paragraph thereof (subsection ( i) of new section 
14 of the Commodity Exchange Act, as amended) and substituting 
therefor the phrase "fifteen months" and by striking the phrase "nine 
months" in the last paragraph thereof (subsection (i) of the new sec­
tion 14 of the Commodity Exchange Act, as amended) and substituting 
therefor the phrase "one year". 



H. J. Res. 335-2 

SEC. 4. Section 404 of the Commodity Futures Trading Commission 
Act of 1974 is amended by striking the phrase "ninety dals" wherever 
it appears therein and substituting therefor the phrase ' one hundred 
and eighty days". 

Speaker of the Bouse of Repruemati'Vu. 

Vice Pre8ident of the United Statu and 
P1'68ident of the Senate. 



April 161 1915 

Dear Nr. D1reot.orz 

The tollovlDs bill vas received at the Wh1 te 
House on April l6tba 

B. J. Res. 335 

Pl .. e let the Prea1dent bave reporta aDd 
rec~tiou as to the approval ot thia bUl 
as aoon aa poeaible. 

Robert D. LiDder 
Chiet Bxecuti ve Clerk 

The Bocorable J_.. T. L7am 
Director 
Offl.oe ot ~t aDd Budget 
\laah1DctcD, D. C. 




