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CHAPTER 1—-COMMODITY EXCHANGES

Short title.

Definitions.

Designation of boards of trade as contract
markets; approval by and jurisdiction of
Commodity Futures Trading Commission
and Securities and Exchange Commission.

Transaction in interstate commerce.

Liability of principal for act of agent.

Commodity Futures Trading Commission

(a) Estabiishment; composition; term of
Commissioners.

(b) Vaeancies.

(¢) General Counsel.

(d) Executlve Director.

(e) Powers and functions of Chairman.

(f) Conflict of interest.

(g) Lialson with Department of Agricul-
ture; communications with Depart-
ment of Treasury, Federal Reserve
Board, and Securities and Ex-
change Commission; application by
a board of trade for designation as
a contract market for future deliv-
ery of securities.

(h) Transmiital of budget requests and
legislative recommendations to
Congressional Committees.

(i) Seal.

(j) Rules and regulations.

Legislative findings.

Restriction of futures trading to contract
markets; regulation of foreign transactions
by United States persons.

Excessive speculation as burden on {nterstate
commerce; trading or position limits; con-
trol; hedging transactions; application of
section; rulemaking power of contract mar-
kets and penalties for violation.

Contracts designed to defraud or mislead:
bucketing orders; buying and selling orders
for commodity.

Prohibited transactions.

(a) Meretricious transactlons.

(b) Regulated option trading.

(¢) Commodity option transaction; piiot
program and permanent authoriza-
tion; conditions ending prohlbitlon;
excepted persons.

(d) Dealer options exempt from subsec-
tlons (b) and (c) prohibltions; re-
quirements.

(e) Ruies and regulatlons.

(f) Nonappilcability to foreign currency
options

Dealing by unregistered futures commission
merchants or introducing brokers prohibit-
ed; duties of merchants regarding monies
and securlties of customers.

Sec.
ge.

6f.

6g.
6h.

6.
6j.

6k.

6L

ém.

6n.

6o,

6p.

Ta.

Tb.

9a.
10.

10a.

11,
12,
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Floor brokers; dealings by unregistered
broker prohibited,

Registration of futures commission mer-
chants, Introducing brokers, and floor bro-
kers; financial requirements for futures
commission merchants and introducing
brokers.

Reporting and recordkeeping.

False self-representation as contract market
member prohibited.

Reports of deals equal to or in excess of trad-
ing limits; books and records; cash and con-
trolied transactions.

Trades and executions by floor brokers;
trades by futures commission merchants,
Registration of associates of futures commis-
slon merchants, commodity pool operators,
and commodity trading advisors; required

disciosure of disqualifications.

Commodity trading advisors and commodity
pool operators; Congressional finding.

Use of malls or other means or instrumental-
ities of interstate commerce by commodity
trading advisors and commodity pool oper-
ators; relation to other faw,

Registration of commodity trading advisors
and commodity pool operators; application;
explration and renewal; record keeping and
reports; disclosure; statements of account.

Fraud and misrepresentation by commodity
trading advisors, commodity pool opera-
tors, and associated persons.

Standards and examinations.

Deslgnation of board of trade as "contract
market”; conditions and requirements.

Duties of contract markets.

(1) Bylaws, rules, etc.; furnishing coples
to Commission,

(2) Access for inspection of books and
records.

(3) Books and records of warehouses;
keeping and Inspection.

(4) Periods of delivery; provisions for.

(5) Notice of date of intended delivery.

(6) United States standards; conformity
of grades to.

() Warehouse receipts as satisfaction of
futures contract,

(8) Enforcement and revocation of con-
tract market rules.

(9) Enforcement of bylaws, etc., provid-
ing minimum financiai standards
and related reporting requirements.

(10) Delivery points.

(11) Settlement of customers’ claims and
grievances.

(12) Commission approval of bylaws,
rules, regulations, and resolutlons.

Suspension or revocation of designation as
“contract market."

Appllcatlon for designation as ‘*contract
market”; tilme; suspension or revocation of
designation; hearing; revlew by court of ap-
pealis.

Excluslon of persons from privliege of *‘con-
tract markets’; procedure for exclusion;
review by court of appeals.

Assessment of money penalties.

Repealed.

Cooperative assoclatlons and corporations,
exclusion from board of trade; ruies of
board Inapplicable to payment of compen-
sation by association.

Vacation on request of deslgnatlon as “con-
tract market"; redesignatlon.

Public disclosure.

(a) Investigatlons respectlng operations
of boards of trade and others sub-
ject to thls chapter; publication of
resuits; restrictions.
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(b) Business matters; congressional, ad-
ministrative, judicial, and bank-.
ruptcy proceedings.

(¢) Reports respecting conduct of boards
of trade or transactions of viola-
tors; contents.

(d) lnvestigations respecting marketing
cnnditions of commodities and com-
modity products and byproducts;
reports.,

(e) Names and addresses of traders of
boards of trade previously dis-
closed; disclosure to Congress and
agencies or departments of States
or foreign governments.

(f) Compliance with subpena after
notice to informant; congressional
subpenas and requests for informa-
tion excepted.

(g) Requests for information by State
agencies or subdivisions; volunteer-
ing of information by Commission.

12-1 to 12-3. Omitted.

12a.
12b.
12¢.
12d.
13.

13-1.
13a.

13a-1.

13a-2,
13b,

13c.

15.
15a.
15b,

Registration of commodity dealers and asso-
ciated persons; regulation of contract mar-
kets.

Trading ban violations; prohibition.

Disciplinary actions; notice; review of action
by Commilssion.

Commission action for noncompliance with
export sales reporting requirements.

Violations generally; punishment; costs of
prosecution.

(a) Penalty for embezzlement and {farce-
nous actions; limit for individuals;
value; suspension.

(b) Penalty for price manipulation, cor-
nering, and fraudulent informa.
tion; suspension,

(¢) Misdemeanors; suspension.

(d) Transactions by Commissioners and
Commission employees prohibited.

(e) Use of information by Commissioners
?ng Commission employees prohib-
ted.

Violations, prohibition against dealings in
onion futures; punishment.

Nonenforcement of rules of government or
other violations; cease and desist orders;
fines and penalties; imprisonment; misde-
meanor; separate offenses.

Action to enjoin or restrain violations; com-
pliance; writs and orders; jurisdiction and
vente; process.

Jurisdiction of States.

Manipulations or other violations; cease and
desist orders against persons other than
contract markets; punishment; misdemean-
or or felony; separate offenses.

Responsibility as principal; minor violations.

Omitted.

Enforcement powers of Commission.

Repealed.

Cotton futures contracts.

(a) Short title.

(b) Repeal of tax on cotton futures.

(¢) Definitions.

(d) Bona fide spot markets and commer-
cial differences.

(e) Form and validity of cotton futures
contracts.

(f) Basic grade contracts.

(g) Tendered grade contracts.

(h) Specific grade contracts.

(i) Liability of principal for acts of
agent.

(j) Regulations.

(k) Violations.

Sec.

16.

16a.

117.

17a,
17b.

18.

19,
20.

21.

(1) Applicability to contracts prlor to ef-
fective date.

(m) Authorization.

Commission operations.

(a) Cooperation with other agencies.

(b) Employment of investigators, ex-
perts, Administrative Law Judges,
consultants, clerks, and other per-
sonne contracts.

(e) Expenses.

(d) Authorization of appropriations.

(e) Relation to other laws, departments,
or agencies.

Service fees and National Futures Associ-
atlon study.

(a) Development and implementation of
plan for user fees; report to and ap-
proval by Congressional commit-
tees.

(b) National Futures Assoclation regula-
tory experience; report; contents.

(c) Schedule of fees for services, activi-
ties and functions; notice and hear-
ing; actual cost standard.

Separabllity of provisions.
Separability of 1936 amendment.
Separability of 1968 amendment.
Complaints against registered persons.

(a) Petition for actual damages.

(b) Rules and regulations; control over
right of appeal.

(e) Determination.

(d) Bond requirement when complainant
is nonresident; waiver.

(e) Reparations.

(f) Automatic bar from trading and sus-
pension for noncompliance; effect
of appeal.

(g) Review,

(h) Penalty.

(1) Effective date.

Antitrust laws; anticompetitive means,
Market reports.

(a) Information.

(b) Avoldance of duplication.

(¢) Furnishing of information; confiden-
tiality.

(d) Disclosure of business transactions,
market positions, trade secrets, or
names of customers.

Registered futures associations.

(a) Registration statement,

(b) Standards for registration; Commis-
slon findings.

(¢) Suspension of registration,

(d) Fees and charges.

(e) Registered persons not members of
registered associations.

(f) Denlal of registration.

(g) Withdrawal from registration; notice
of withdrawal.

(h) Commission review of disciplinary ac-
tlons taken by registered futures
assoclations.

(1) Notice; hearing; findings; cancella-
tion, reduction, or remission of pen-
alties.

(j) Changes or additions to assocliation
rules.

(k) Abrogation of assoclation rules; re-
quests to assoclations by Commis-
sion to alter or supplement rules.

(1) Suspension and revocation of regis-
tration; expulsion of members; rc-
moval of association officers or di-
rectors.

(m) Rules requiring membership in asso-
ciations.
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(n) Reports to Congress.

(0) Delegation to futures associations of
registrative functions; discretionary
review by Commission; judicial

appeal.

(p) Establishment of rules for futures as-
s;:clntlons: approval by Commis-
sion.

(qQ) Program for implementation of rules.

22, Research and information programs; reports
to Congress.

23. Standardized contracts for certain commod-
ities prohibited .

(a) Margin accounts, margin contracts,
arrangements, etc,

(b) Contracts for delivery of silver and
gold bullion, buik silver and gold
coins; rules and regulations.

(c) Regulation of other commodities
under standardized contracts.

(d) Application of provisions to transac-
tions determined to be contracts
for future delivery.

24, Regulations respecting commodity broker
debtors; definition.
25, Private rights of action.

(a) Actual damages; actionable transac-
tions; exclusive remedy.

(b) Liablilities or organizations and indi-
viduals; bad faith requirement; ex-
clusive remedy.

(c) Jurisdiction.

(d) Dates of application to actions.

286. Special studies.

CHAPTER REFERRED TO IN OTHER SECTIONS

This chapter is referred to in sections 15b, 16a, 499n
of this title; title 11 section 761; title 15 section 431;
title 26 section 271.

§ 1. Short title

This chapter may be cited as the “Commodity
Exchange Act.”

(Sept. 21, 1922, ch. 369, § 1, 42 Stat. 998; June
15, 1936, ch. 545, § 1, 49 Stat, 1491.)

PRIOR PROVISIONS

This chapter superseded act Aug. 24, 1921, ch. 86, 42
Stat. 187, known as T}« Future Trading Act,” which
act was declared unconstitutional, at least in part, in
Hill v. Wallace, 111. 1922, 42 S. Ct. 453, 259 U.S. 44, 66
L. Ed. 822, Section 3 of that act was found unconstitu-
tional as imposing a penalty in Trusler v. Crooks, Mo.
1926, 46 8. Ct. 166, 269 U.8. 475, 70 L. Ed. 365.

AMENDMENTS

1936—Act June 15, 1936, substituted “Commodity
Exchange Act' for “The Grain Futures Act”.

EFFECTIVE DATE OF 1936 AMENDMENT

Section 13 of act June 15, 1936, provided that ali
provisions of that act authorizing the registration of
futures commission merchants and floor brokers, the
fixing of fees and charges therefor, the promulgation
of rules, regulations and orders, and the holding of
hearings precedent to such promuigation should be ef-
fective June 15, 1936, and that all other provisions of
tl.hat act should take effect ninety days after June 16,

936.

SHORT TITLE OF 1983 AMENDMENT

Pub. L. 97-444, § 1, Jan. 11, 1983, 96 Stat. 2294, pro-
vided: “That this Act [enacting sections 2a, 12d, 25,
and 26 of this title, amending sections 2, 4, 4a, 5, 6, 6a,
B¢, 6d, 6f, 6g, 6h, 6i, 6k, 6m, 6n, 6o, 6p, 7a, 8, 9, 12, 12a,
13, 13a-1, 13a-2, 13c, 16, 16a, 18, 20, 21, 23, and 612c-3
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of this title, and enacting provisfons set out as a note
under section 2 of this title] may be cited as the ‘Fu-
tures Trading Act of 1982'."

SHORT TITLE OF 1978 AMENDMENT

Pub. L. 95-405, § 1, Sept. 30, 1978, 92 Stat. 865, pro-
vided: “That this Act (enacting sections 13a-2, 16a,
and 23 of this title, amending sections 2, 4a, 6c, 6d, 6f,
6g, 6k, 6m to 60, Ta, 8, 12, 12a, 12¢c, 13, 13a, 15, 16, 18,
and 21 of this title and section 6001 of Title 18, Crimes
and Criminal Procedure, repealing sectlon 15a of this
title, omitting sections 12-1 to 12-3 of this title, and
enacting provisions set out as notes under sections 2
and 20 of this title] may be cited as the ‘Futures Trad-
ing Act of 1978"."

SHORT TITLE Or 1974 AMENDMENT

Pub. L. 93-463, § 1, Oct. 23, 1974, 88 Stat. 1389, pro-
vided: ““That this Act [enacting sections 4a, 8§, 6k, 61,
6m, 6n, 6o, 6p, 9a, 12-2, 13-3, 12¢, 13a-1, 15a, 18, 19, 20,
21, and 22 of this title, amending sections 2, 4, 6, 6a,
6b, 6c¢, 6d, 6e, 6f, 6g, 61, 7, Ta, Tb, 8, 9, 11,12, 12-1, 12a,
12b, 13, 13a, 13b, 13¢, 15, and 16 of this title and sec-
tions 6314, 6315, 6316, and 5108 of Title 5, Government
Organization and Employees, and enacting provisions
set out as notes under sections 2, 4a, and 6a of this
title]l may be cited as the ‘Commodity Futures Trading
Commission Act of 1974"."

CR0SS REFERENCES

Power of Congress to regulate {nterstate commerce,
see Const. Art. 1, § 8, cl. 3.

§ 2. Definitions

For the purposes of this chapter “contract of
sale” shall be held to include sales, agreements
of sale, and agreements to sell. The word
“person’” shall be construed to import the
plural or singular, and shall include individuals,
associations, partnerships, corporations, and
trusts. The word ‘“commodity” shall mean
wheat, cotton, rice, corn, oats, barley, rye, flax-
seed, grain sorghums, mill feeds, butter, eggs,
Solanum tuberosum (Irish potatoes), wool, wool
tops, fats and oils (including lard, tallow, cot-
tonseed oil, peanut oil, soybean oil and all other
fats and oils), cottonsecd meal, cottonseed, pea-
nuts, soybeans, soybean meal, livestock, live-
stock products, and frozen concentrated orange
juice, and all other goods and articles, except
onions as provided in section 13-1 of this title,
and all services, rights, and interests in which
contracts for future delivery are presently or in
the future dealt in: Provided, That the Com-
mission shall have exclusive jurisdiction, except
to the extent otherwise provided in section 2a
of this title, with respect to accounts, agree-
ments (including any transaction which is of
the character of, or is commonly known to the
trade as, an “option”, “privilege’”, “indemnity",
“bid"”, ‘“offer”, “put”, ‘call”, “advance guaran-
ty”, or ‘“decline guaranty’), and transactions in-
volving contracts of sale of a commodity for
future delivery, traded or executed on a con-
tract market designated pursuant to section 7
of this title or any other board of trade, ex-
change, or market, and transactions subject to
regulation by the Commission pursuant to sec-
tion 23 of this title: And provided further, That,
except as hereinabove provided, nothing con-
tained in this section shall (§) supersede or limit
the jurisdiction at any time conferred on the
Securities and Exchange Commission or other
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regulatory authorities under the laws of the
United States or of any State, or (11) restrict the
Securities and Exchange Commission and such
other authorities from carrylng out their dutles
and responsibilities in accordance with such
laws, Nothing in this section shall supersede or
1imit the jurisdiction conferred on courts of the
United States or any State. Nothing in this
chapter shall be deemed to govern or in any
way be applicable to transactions in foreign
currency, security warrants, security rights, re-
sales of installment loan contracts, repurchase
options, government securities, or mortgages
and mortgage purchase commitments, unless
such transactions involve the sale thereof for
future delivery conducted on a board of trade.
The term “future delivery”, as used in this
chapter, shall not include any sale of any cash
commodity for deferred shipment or delivery.
The words “board of trade” shall be held to in-
clude and mean any exchange or association,
whether incorporated or unincorporated, of
persons who shall be engaged in the business of
buying or selling commodity or receiving the
same for sale on consignment. The words “in-
terstate commerce” shall be construed to mean
commerce between any State, Territory, or pos-
session, or the District of Columbia, and any
place outside thereof; or between points within
the same State, Territory, or possession, or the
District of Columbia, but through any place
outside thereof, or within any Territory or pos-
session, or the District of Columbia., The words
“cooperative association of producers” shali
mean any cooperative association, corporate or
otherwise, not less than 75 per centum in good
faith owned or controlled, directly or indirectly,
by producers of agricultural products and oth-
erwise complying with sections 291 and 292 of
this title, including any organization acting for
a group of such associations and owned or con-
trolled by such associations, provided that busi-
ness done for or with the United States of
America, or any agency thereof, shall not be
considered either member or nonmember busi-
ness in determining the compliance of any such
association with said sections. The words
“member of a contract market' shall mean and
include individuals, associations, partnerships,
corporations, and trusts owning or holding
membership in, or admitted to membership rep-
resentation on, a contraet market or given
members’ trading privileges thereon, The words
“futures commission merchant'’ shall mean and
include individuals, associations, partnerships,
corporations, and trusts engaged in soiiciting or
in accepting orders for the purchase or sale of
any commodity for future delivery on or sub-
ject to the rules of any contract market and
that, in or in connection with such solicitation
or acceptance of orders, accepts any money, se-
curities, or property (or extends crcdit in lieu
thereof) to margin, guarantee, or secure any
trades or contracts that result or may result
therefrom. The term “introducing broker’ shall
mean any person, except an individual who
elects to be and is registered as an associated
person of a futures commission merchant, en-
gaged in soliciting or in accepting orders for the
purchase or sale of any commodity for future
delivery on or subject to the rules of any con-
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tract market who does not accept any money,
securities, or property (or extend credit in lieu
thereof) to margin, guarantee, or secure any
trades or contracts that result or may result
therefrom. The words *“floor broker’” shall
mean any person who, in or surrounding any
“pit”, “ring"”, “post”, or other place provided by
a contract market for the meeting of persons
similarly engaged, shall purchase or sell for any
other person any commodity for future delivery
on or subject to the rules of any contract
market. The words “the Commission” shall
mean the Commodity Futures Trading Com-
mission established under section 4a of this
title. The term “commodity trading advisor”
shall mean any person who, for compensation
or profit, engages in the business of advising
others, either directly or through publications,
writings or electronic media, as to the value of
or the advisability of trading in any contract of
sale of a commodity for future delivery made or
to be made on or subject to the rules of a con-
tract market, any commodity option authorized
under section 6¢ of this title, or any leverage
transaction authorized under section 23 of this
title, or who, for compensation or profit, and as
part of a regular business, issues or promul-
gates analyses or reports concerning any of the
foregoing; but such term does not include (i)
any bank or trust company or any person
acting as an employee thereof, (ii) any news re-
porter, news columnist, or news editor of the
print or electronic media, or any lawyer, ac-
countant, or teacher, (iii) any floor broker or
futures commission merchant, (iv) the publish-
er or producer of any print or electronic data of
general and regular dissemination, including its
employees, (v) the fiduciary of any deiined
benefit plan which is subject to the provisions
of the Employee Retirement Income Security
Act of 1974 [29 U.S.C. 1001 et seq.]l, (vi) any
contract market, and (vii) such other persons
not within the intent of this definition as the
Commission may specify by rule, regulation, or
order: Provided, That the furnishing of such
services by the foregoing persons is solely inci-
dental to the conduct of their business or pro-
fession: Provided further, That the Commis-
sion, by rule or regulation, may include within
this definition, any person advising as to the
value of commodities or issuing reports or anal-
yses concerning commodities, if thc Commis-
sion determines that such rule or regulation
will effectuate the purposes of this provision.
The term “commodity pool operator” shall
mean any person engaged in a business which is
of the nature of an investment trust, syndicate,
or similar form of enterprise, and who, in con-
nection therewith, solicits, accepts, or receives
from others, funds, securities, or property,
either directly or through capital contributions,
the sale of stock or other forms of securities, or
otherwise, for the purpose of trading in any
commodity for future delivery on or subject to
the rules of any contract market, but does not
include such persons not within the intent of
this definition as the Commission may specify
by rule or regulation or by order.

(Sept. 21, 1922, ch. 369, §2(a)(1)(A), formerly
$ 2(a), 42 Stat. 998; June 15, 1936, ch. 545, §§ 2,
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3, 49 Stat. 1481; Apr. 7, 1938, ch. 108, 52 Stat.
205; Oct. 9, 1840, ch. 786, § 1, 54 Stat. 1059; Aug.
28, 1954, ch. 1041, title VII, §710(a), 68 Stat.
913; July 26, 1955, ch. 382, § 1, 69 Stat. 375; Feb.
19, 1968, Pub. L. 80-258, § 1, 82 Stat. 26; July 23,
1968, Pub. L. 90-418, 82 Stat. 413; redesignated
§ 2(a)(1) and amended Oct. 23, 1974, Pub. L.
93-463, title I, § 101¢(ax1), (2), title II, §§ 201,
202, 88 Stat. 1389, 1395; Sept. 30, 1978, Pub. L.
95-405, §2(1), 92 Stat. 865; redesignated
§ 2(a)(1)(A) and amended Jan. 11, 1983, Pub. L.
97-444, title I, § 101(aX1), (2), title IX, § 201, 96
Stat. 2294, 2297.)

REFERENCES IN TEXT

The Employee Retirement Income Security Act of
1974, referred to in text, is Pub. L. 93-408, Sept. 2,
1974, 88 Stat. 832, as amended, which is classified prin-
cipally to chapter 18 (§ 1001 et seq.) of Title 29, Labor.
For complete classification of this Act to the Code, see
Short Title note set out under section 1001 of Title 29
and Tables.

CODIFICATION

Section consists of part of subsec. (2)(1)(A) of sec-
tion 2 of the Commodity Exchange Act, act Sept. 21,
1922. The remainder of such subsec. (a)(1)(A) s classi-
fied to section 4 of this title. Subsec. (a)(1)X(B) is classi-.
fied to section 2a of this title. Subsecs. (a)(2) to (11) of
section 2 of the Commodity Exchange Act are classi-
fied to section 4a of this title. Subsec. (b) of section 2
of the Commodity Exchange Act s classified to sec-
tion 3 of this title.

AMENDMENTS

1983—Pub. L. 97-444, § 101(a)X2), Inserted in third
sentenee, first provlso, *, except to the extent other-
wise provided in section 2a ¢f this title,” following *'ex-
clusive jurisdiction”.

Pub. L. 97-444, §201(1), inserted definition of the
term “introducing broker'’.

Pub. L. 97-444, § 201(2), In revising definition of the
term “commodity training advisor”, Included any
person advising others through electronic medla; sub-
stituted provision respecting advising others “as to the
value of or the advisability of trading in any contract
of sale of a commodity for future deiivery made or to
be made on or subject to the rules of a contract
market, any commodity optlon authorized under sec-
tion 8¢ of this title, or any leverage transaction au-
thorized under section 23 of this title, or who, for com-
pensatlon or profit, and as part of a regular business,
issues or promuigates analyses or reports concerning
any of the foregolng” for provision respecting advising
others “‘as to the value of commodities or as to the ad-
visability of trading in any commodity for future deliv-
ery on or subject to the rules of any market, or who
for compensation or profit, and as part of a regular
business, issues or promulgates analyses or reports
concerning commodities”; excluded In item (i) any
person acting as an employee of any bank or trust
company; substituted in cl. (1) “news reporter, news
columnist, or news editor of the print or electronic
media” for “‘newspaper reporter, newspaper columnist,
newspaper editor’; substituted in cl. (lv) “the publish-
er or prodncer of any print or electronic data of gener-
al and regular dissemination, including its employees”
for “the publisher of any bona fide newspaper maga-
zine, or business or financiai publication of general
and regular circulation inciuding their employees"; in-
serted item (v); redesignated as items (vi) and (vil)
former items (v) and (vi); and authorized the Commis-
slon to effectuate the purposes of the definition by
rule or regulation by inciuding within the definition
any person advising as to the value of commodities or
issuing reports or analyses concerning commaodities.

1978—Pub. L. 95-405 substituted “section 23 of this
title” for “section 15a of this title".
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1974—Pub. L. 93-463 struck out “onions,” following
"eggs,” In the definition of commodity” and added
provisions to that definition to includc as commodities
all other goods and articles, except onions as provided
in section 13-1 of this title, and all services, rights, and
interests in which contracts for the future delivery are
presently or in the future dealt in, added definitions
for the terms “commodity trading advisor” and ‘“com-
modity pool operator”, and, as the definition of the
words “the Commission”, substituted *“Commodity Fu-
tures Trading Commission estabiished under section
4a of this title” for “Commodity Exchange Commis-
sion, consisting of the Secretary of Agriculture, the
Secretary of Commerce, and the Attorney General, or
an official or employee of e¢ach of the executive de-
partments concerned, designated by the Secretary of
Agriculture, the Secretary of Commerce, and the At-
torney General, respectively; and the Secretary of Ag-
riculture or his designee shall serve as Chairman”.

1968—Pub. L. 80-418 extended definition of *‘com-
modity” In third sentence to inciude frozen concen-
trated orange juice.

Pub. L, 80-258, § 1(a), extended definition of “com-
modity” in third sentence to include livestock and live-
stock products.

Pub. L. 80-258, § 1(b), substituted in definition of
“floor broker" in penultimate scntence “purchase or
sell for any other person” for “engage in executing for
others any order for the purchase or sale of" and de-
feted therefrom provision for receipt or acceptance of
any commission or other compensation for services as
a floor broker.

Pub, L. 80-258, § 1(c), provided In the last sentence
for representation on the Commission of the Secre-
tary of Agrlculture, Secretary of Commerce, and At-
torney General by an official or empioyee designated
from executive department concerned and for service
of the Secretary of Agricuiture or his designee as the
Chairman,

1955—Act July 26, 1855, extended “commodity” to
onlons.

1954—Act Aug. 28, 1954, extended “‘commodity” to
wool.

1940—Act Oct. 9, 1940, extended ‘‘commodity” to
“fats and olls (including lard, tailow, cottonseed oll,
peanut oil, soybean oli, and ali other fats and olls),
cottonseed meal, cottonseed, peanuts, soybeans and
soybean meal.”

1938—Act Apr. 7, 1938, extended “commodity" to
“wool tops.”

1936—Act June 15, 1936, substituted “commodity”,
“any commodity”, or *‘commoditles” for “grain” wher-
ever appearing, and ‘‘any cash commodity’ for ‘‘cash
graln”, and added definitions of ‘“cooperative associ-
ation of producers,” “member of a contract market”,
“futures commission merchant”, “floor broker” and
“the commission."

ErrecTivE DATE OF 1883 AMENDMENT

Section 239 of Pub, L. 87-444 provided that: “This
Act [see Short Titie of 1983 Amendment note set out
under section 1 of this title] shali be effective upon
the date of enactment of this Act [Jan, 11, 1883],
except that sections 207, 212, and 231 of this Act
[amending sections 6d, 6k, and 18 of this titlel shali be
effective one hundred and twenty days after the date
of enactment of this Act, or such earlier date as the
Commodity Putures Trading Commission shail pre-
scribe by reguiation.”

ErrFecTIVE DATE OF 1978 AMENDMENT

Section 28 of Pub. L. §5-405 provided that: “Except
as otherwise provided in this Act, the provisions of
this Act [see Short Title of 1978 Amendment note set
out under section 1 of this title] shall become effective
October 1, 1978.”
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EFFECTIVE DATE OF 1974 AMENDMENT

Section 418 of Pub. L. 93-463 provided that:

“(a) Except as otherwise provided specifically in this
Act (see Short Title note set out under section 1 of
this titlel, the effective date of this Act shail be the
180th day after enactment (Oct. 22, 1974]1. The Com-
mission referred to in section 101 [Commodity Futures
Trading Commission] is hereby established effective
immediately on enactment of this Act (Oct. 23, 19741,
Sections 102 and 410 (amending sections 5108, 5314,
5315, and 5316 of title 5] shall be effective immediate-
ly on enactment of this Act [Oct. 23, 1974). Activities
necessary to implement the changes effected by this
Act may be carried out after the date of enactment
(Oct. 23, 1974] and before as well as after the 180th
day thereafter. Activities to be carried out after the
date of enactment [Oct, 23, 1974] and before the 180th
day thereafter may inciude, but are not limited to the
following: Designation of boards of trade as contract
markets, registration of futures commission mer-
chants, floor brokers, and other persons required to be
registered under the Act (this chapterl, approval or
modification of bylaws, rules, regulations, and resolu-
tions of contract markets, and issuance of regulations,
effective on or after Lhe 180th day after enactment
(Oct. 23, 1974}; appointment and compensation of the
members of the Commission; hiring and compensation
of staff; and conducting of investigations and hear-
ings. Nothing in this Act shall limit the authority of
the Secretary of Agriculture or the Commodity Ex-
change Commission under the Commodity Exchange
Act, as amended, prior to the 180th day after enact-
ment of this Act [Oct. 23, 19741,

“(b) Funds appropriated for the administration of
the Commodity Exchange Act, as amended (this chap-
ter]l, may be used to impiement thic Act [see Short
Titie note under section 4a of this title] immediately
after the date of enactment of this Acl [Oct. 23,
1974)."

EFFECTIVE DATE OF 1968 AMENDMENT

Section 28 of Pub. L., 90-258 provided that: “This Act
[enacting sections 12b, 13b, and 13c, and amending sec-
tions 2, 8a(1), (2XB), (3), 6b, 6d, 6f(1), (2), 6g, 61, T(b),
(), Ta(2), (8),(9), b, 8, 9, 12, 12-1, 12a(2) to (4), (N, 13,
and 13a of this titie) shall become effective one hun-
dred and twenty days after enactment [(Feb. 19,
19681.”

EFrFecTIVE DATE OF 1955 AMENDMENT

Section 2 of act July 26, 1955, provided that the
amendment to this section by that act shall become ef-
fective 60 days after July 26, 1955.

EFFECTIVE DATE OF 1954 AMENDMENT

Section 710(b) of act Aug. 28, 1954, provided that the
amendment of thls section shail become effective 60
days after Aug. 28, 1954,

EFrFECTIVE DATE OF 1940 AMENDMENT

Sectlon 2 of act Oct. 9, 1940, provided that the
amendment of this section shall become effective 60
days after October 9, 1940,

EFFECTIVE DATE OF 1936 AMENDMENT
Amendment effective 90 days after June 15, 1936,
see note set out under sectlon 1 of this title.
CROSS REFERENCES

Onion futures transactions, definitions, applicable,
see section 13-1 of this title,

Transaction in interstate commerce, see section 3 of
this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 6¢, 6m, 23 of
this title.

TITLE T—AGRICULTURE §2a

§ 2a. Designation of boards of trade as contract mar-

kets; approval by and jurisdiction of Commeodity
Futures Trading Commission and Securities and
Exchange Commission

Notwithstanding any other provision of law—

(i) This chapter shall not apply to and the
Commission shail have no jurisdiction to des-
ignate a board of trade as a contract market
for any transaction whereby any party to
such transac’fon acquires any put, call, or
other option on one or more securities (as de-
fined in section 77b(1) of title 156 or section
T8c(a)(10) of title 15 on January 11, 1983), in-
cluding any group or index of such securities,
or any interest therein or based on the value
thereof.

(ii) This chapter shall apply to and the
Commission shall have exciusive jurisdiction
with respect to accounts, agreements (includ-
ing any transaction which is of the character
of, or is commonly known to the trade as, an
“option”, ‘“privilege”, “indemnity”, “bid”,
“offer”, “put”, “call”, “advance guaranty', or
“decline guaranty’”) and transactions involv-
ing, and may designate a board of trade as a
contract market in, contracts of sale (or op-
tions on such contracts) for future delivery of
a group or index of securities (or any interest
therein or based upon the value thereof): Pro-
vided, however, That no board of trade shall
be designated as a contract market with re-
spect to any such contracts of sale (or options
on such contracts) for future delivery uniess
the board of trade making such application
demonstrates and the Commission expressly
finds that the specific contract (or option on
such contract) with respect to which the ap-
plication has been made meets the following
minimum requirements:

(I) Settlement of or delivery on such con-
tract (or option on such contract) shall be
effected in cash or by means other than the
transfer or receipt of any security, except
an exempted security under section T7c of
title 15 or section 78c(a)(12) of title 156 as in
effect on January 11, 1983, (other than any
municipal security, as defined in section
78c(a)(29) of title 15 on January 11, 1983);

(II) Trading in such contract (or option
on such contract) shall not be readily sus-
ceptible to manipulation of the price of
such contract (or option on such contract),
nor to causing or being used in the manipu-
lation of the price of any underlying secu-
rity, option on such security or option on a
group or index including such securities;
and

(III) Such group or index of securities
shall be predominately composed of the se-
curities of unaffiliated issuers and shail be a
widely published measure of, and shall re-
flect, the market for all publicly traded
equity or debt securities or a substantial
segment thereof, or shall be comparable to
such measure,

(ii{) Upon application by a board of trade
for designation as a contract market with re-
spect to any contract of sale (or option on
such contract) for future delivery involving a
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group or index of securities, the Commission
shall provide an opportunity for public com-
ment on whether such contracts (or options
on such contracts) meet the minimum re-
quirements set forth in clause (ii) of this sub-
paragraph.

(iv}I) The Commission shall consult with
the Securities and BExchange Commission
witk respect to any application which is sub-
mitted by a board of trade before December
9, 1982, for designation as a contract market
with respect to nny contract of sale (or option
on such contract) for future delivery of a
group or index of securities. If, no later than
fifteen days following the close of the public
comment period, the Securities and Exchange
Commission shall object to the designation of
a board of trade as a contract market in such
contract (or option on such contract) on the
ground that any minimum requirement of
clause (il) of this subparagraph is not met,
the Commission shall afford the Securities
and BExchange Commission an opportunity
for an oral hearing, to be transcribed, before
the Commission, and shall give appropriate
welght to the views of the Securities and Ex-
change Commission. Such oral hearing shall
be held after thc public comment period,
prior to Commission action upon such desig-
nation, and not less than thirty nor more
than forty-five days after the close of the
public comment period, unless both the Com-
mission and the Securities Exchange Commis-
sion ! otherwise agree. If such an oral hearing
is held, the Securities and Exchange Commis-
sion fails to withdraw its objections, and the
Commission issues an order designating a
board of trade as a contract market with re-
spect to any such contract (or option on such
contract), the Securities and Exchange Com-
mission shall have the right of judicial review
of such order in accordance with the stand-
ards of section 9 of this title, If, pursuant to
sections 8 and 9 of this title, there is a hear-
ing on the record with respect to such appli-
cation for designation, the Securities and Ex-
change Commission shall have the right to
participate in that hearing as an interested
party.

(1I) Effective for any application submitted
by a board of trade on or after December 9,
1982, for designation as a contract market
with respect to any contract of sale (or option
on such contract) for future delivery of a
group or index of securities, the Commission
shall transmit a copy of such application to
the Securities and Exchange Commission for
review, The Commission shall not approve
any such application if the Securities and Ex-
change Commission determines that such
contract (or option on such contract) fails to
meet the minimum requirements set forth in
clause (il) of this subparagraph. Such deter-
mination shall be made by order no later
than forty-five days after the close of the
public comment period under clause (i) of
this subparagraph. In the event of such deter-
mination, the board of trade shall be afforded

'So In original. Probably should be “Securities and Exchange
Commisslon’.
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an opportunity for a hearing on the record
before the Securities and Exchange Commis-
sion. If a board of trade requests a hearing on
the record, the hearing shall commence no
later than thirty days following the receipt of
the request, and a final determination shall
be made no later than thirty days after the
close of the hearing. A peson aggrieved by
any such order of the Securities and Ex-
change Commission may obtain judiciai
review thereof in the same manner and undey
such terms and conditions as are provided in
section 8 of this title.

(v) No person shall offer to enter into, enter
into, or confirm the execution of any contract
of sale (or option on such contract) for future
delivery of any security, or interest therein or
based on the value thereof, except an exempt-
ed security under section 77c of title 15 or sec-
tion 78c(a)(12) of title 15 as in effect on Janu-
ary 11, 1983 (other than any municipal secu-
rity as defined in section 78c(a)(29) of title 15
on January 11, 1983), or except as provided in
clause (ii) of this subparasgraph, any group or
index of such sccurities or any interest there-
in or based on the value thereof.

(Sept. 21, 1922, ch. 369, § 2(a)1)(B), as added
Jan. 11, 1983, Pub. L. 97-444, title I, § 101(a)(3),
96 Stat. 2294.)

CODIFICATION

Section is comprised of subsec. (a)(1)(B) of section 2
of the Commodity Exchange Act, act Sept. 21, 1922,
Subsec. (a)(1)(A) is classified to sections 2 and 4 of this
title. Subsec. (a)(2) to (11) of section 2 of the Commod-
ity Exchange Act is classified to section 4a of this title.
Subsec. (b) of section 2 of the Commodity Exchangc
Act is classified to section 3 of this title.

EFFECTIVE DATE

Scction effective Jan. 11, 1983, see section 239 of
Pub. L. 97-444, set out as an Effective Date of 1983
Amendment note under section 2 of this titie.

§ 3. Transaction in interstate commerce

For the purposcs of this chapter (but not in
any wise lriting the definition of interstate
commerce in section 2 of this title) a transac-
tion in respect to any article shall be considered
to be in interstate commerce if such article is
part of that current of commerce usual in the
commodity trade whereby commodity and com-
modity products and by-products thereol are
sent from one State, with the expectation that
they will cnd their transit, after purchase, in
another, including in addition to cases within
the above general description, all cases where
purchase or sale is either for shipment to an-
other State, or for manufacture within the
State and the shipment outside the State of the
products resulting from such manufacture, Ar-
ticles normally in such current of commerce
shall not be considered out of such commerce
through resort being had to any means or
device intended to remove transactions in re-
spect thereto from the provisions of this chap-
ter. For the purpose of this section the word
“State’ includes Territory, the District of Co-
lumbia, possession of the United States, and
foreign nation.
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(Sept. 21, 1922, ch. 369, § 2(b), 42 Stat. 998:
June 15, 19386, ch. 545, § 2, 49 Stat, 1491.)

CODIFICATION

Section constitutes subsec. (b) of section 2 of the
Commodity Exchange Act, act Sept. 21, 1922. Part of
subsec. (a) of such section 2 is ciassified to section 2
und the remalinder of such subsec. (a) is classified to
sections 2a, 4, and 4a of this title.

AMENDMENTS

1936—Act June 15, 1936, substituted “commodity’
for “grain’ throughout.

ErrecTIVE DATE or 1936 AMENDMENT

Amendment effective 90 days after June 15, 1936,
see note set out under section 1 of this title.

CROSS REPERENCES

llnterstate commerce defined, see section 2 of this
title.

Power of Congress to regulate Interstate commerce,
see Const. Art. 1, § 8, cl. 3.

§ 4. Liability of principai for act of agent

For the purpose of this chapter the act, omis-
sion, or failure of any official, agent, or other
person acting for any individual, association,
partnership, corporation, or trust within the
scope of his employment or office shall be
deemed the act, omission, or faflure of such in-
dividual, association, partnership, corporation,
or trust, as well as of such official, agent, or
other person.

(Sept. 21, 1922, ch. 369, § 2(a)}1)(A), formerly
§ 2(a), 42 Stat. 998; redesignated § 2(a)(1), Oct.
23, 1974, Pub. L. 93-463, title I, § 101(n)(1), 88
Stat. 1389; redesignated § 2(a)(1)XA), Jan. 11,
1983, Pub. L. 97-444, title I, § 101(a)(1), 96 Stat.
2204.)

CODIFICATION

Section consists of part of subsec (a)(1)(A) of sec-
tion 2 of the Commodity Exchange Act, act Sept. 21,
1922, The remainder of such subsec. (a)(1)(A) {s classi-
fied to section 2 of this title, Subsec. (a)(1)(B) {5 classi-
fied to section 2a of this title. Subsecs. (a)(2) to (11) of
section 2 of the Commodity Exchange Act are classi-
fled to section 4a of this title. Subsec. (b) of section 2
of the Commodity Exchange Act is classified to sec-
tion 3 of this title.

§ 4a. Commodity Futures Trading Commission

(a)(1) Establishment; composition; term of Commis-
sioners

There is hereby established, as an independ-
ent agency of the Unlted States Government, a
Commodity Futures Trading Commission, The
Commissjon shall be composed of five Commis-
sioners, who shall be appointed by the Presi-
dent, by and with the advice and consent of the
Senate. In nominating persons for appoint-
ment, the President shall seek to establish and
maintain a balanced Commission, including, but
not limited to, persons of demonstrated knowl-
edge in futures trading or its regulation and
persons of demonstrated knowledge in the pro-
duction, merchandising, processing or distribu-
tion of one or more of the commodities or other
goods and articles, services, rights and intcrests
covered by this chapter. Not more than three
of the members of the Commission shall be
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members of the same political party. Each
Commissioner shall hold office for a term of
five years and until his successor is appointed
and has qualified, except that he shall not so
continue to serve beyond the expiration of the
next session of Congress subsequent to the ex-
piration of sald fixed term of office, and except
(1) any Commissioner appointed to flll a vacan-
¢y oceurring prior to the expiration of the term
for which his predecessor was appointed shall
be appointed for the remainder of such term,
and (ii) the terms of office of the Commission-
ers first taking office after the enactment of
this paragraph shall expire as designated by
the President at the time of nomination, one at
the end of one year, one at the end of two
years, one at the end of three years, one at the
end of four years, and one at the end of five
years.

(2) The President shall appoint, by and with
the advice and consent of the Senate, a member
of the Commission as Chairman, who shall
serve as Chairman at the pleasure of the Presi-
dent. An individual may be appointed as Chair-
man at the same time that person is appointed
as a Commissioner. The Chairman shall be the
chief administrative officer of the Commission
and shall preside at hearings before the Com-
mission. At any time, the President may ap-
polnt, by and with the advice and consent of
the Senate, a different Chairman, and the
Commissioner previously appointed as Chair-
man may complete that Commissioner’s term
as a Commissloner.

(b) Vacancies

A vacancy in the Commission shall not impalir
the right of the remaining Commissioners to
exercise all the powers of the Commission,

(¢) General Counsel

The Commission shall have a General Coun-
sel, who shall be appointed by the Commission
and serve at the pleasure of the Commission.
The General Counsel shall report directly to
the Commission and serve as its legal advisor.
The Commission shall appoint such other at-
torneys as may be necessary, in the opinion of
the Commission, to asslst the General Counsel,
represent the Commission in all disciplinary
proceedings pending before it, represent the
Commission in courts of law whenever appro-
priate, assist the Department of Justice in han-
dling litigation concerning the Commission in
courts of law, and perform such other legal
duties and functions as the Commission may
direct.

(d) Executive Director

The Commission shall have an Executive Di-
rector, who shall be appointed by the Commis-
sion and serve at the pleasure of the Commis-
sion, The Executive Director shall report di-
rectly to the Commission and perform such
functions and duties as the Commission may
prescribe.

(e) Powers and functlons of Chairman

(1) Except as otherwise provided in this sub-
section and in subsections (¢) and (d) of this
section, the executive and administrative func-
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tions of the Commission, including functions of
the Commission with respect to the appoint-
ment and supervision of personnel employed
under the Commission, the distribution of busi-
ness among such personnel and among adminis-
trative units of the Commission, and the use
and expenditure of funds, according to budget
categories, plans, programs, and priorities es-
tabiished and approved by the Commission,
shail be exercised solely by the Chairman,

(2) In carrying out any of his functions under
the provisions of this subsection, the Chairman
shall be governed by general policies, plans, pri-
orities, and budgets approved by the Commis-
sion and by such regulatory decisions, findings,
and determination as the Commission may by
law be authorized to make.

(3) The appointment by the Chairman of the
heads of major administrative units under the
Commission shall be subject to the approval of
the Commission.

(4) Personnel employed reguiarly and fuli
time in the immediate offices of Commissioners
other than the Chairman shall not be affected
by the provisions of this subsection.

(5) There are hereby reserved to the Commis-
sion its functions with respect to revising
budget estimates and with respect to determin-
ing the distribution of appropriated funds ac-
cording to major programs and purposes.

(6) The Chairman may from time to time
make such provisions as he shali deem appro-
priate authorizing the performance by any offi-
cer, empioyee, or administrative unit under his
jurisdiction of any functions of the Chairman
under this subsection.

(f) Conflict of interest

No Commissioner or employee of the Com-
mission shall accept employment or compensa-
tion from any person, exchange, or clearing-
house subject to regulation by the Commission
under this chapter during his term of office,
nor shail he participate, directly or indirectly,
in any contract market operations or transac-
tions of a character subject to regulation by the
Commission.

(g) Liaison with Department of Agriculture; commu-
nications with Department of Treasury, Federal
Reserve Board, and Securities and Exchange
Commission; application by a board of trade for
designation as a contract market for future deliv-
ery of securities

(1) The Commission shall, in cooperation
with the Secretary of Agriculture, maintain a
liaison between the Commission and the De-
partment of Agriculture. The Secretary shall
take such steps as may be necessary to enable
the Commission to obtain information and uti-
lize such services and faciiities of the Depart-
ment of Agriculture as may be necessary in
order to maintain effectively such liaison. In
addition, the Secretary shall appoint a liaison
officer, who shali be an employee of the Office
of the Secretary, for the purpose of maintain-
ing a liaison between the Department of Agri-
culture and the Commission, The Commission
shail furnish such iiaison officer appropriate
office space within the offices of the Commis-
sion and shall allow such liaison officer to
attend and observe ali deliberations and pro-
ceedings of the Commission.
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(2)1) The Commission shall maintain commu-
nications with the Department of the Treasury,
the Board of Governors of the Federal Reserve
System, and the Securities and Exchange Com-
mission for the purpose of keeping such agen-
cies fully informed of Commission activities
that relate to the responsibiiities of those agen-
cles, for the purpose of seeking the views of
those agencies on such activities, and for con-
sidering the relationships between the volume
and nature of investment and trading in con-
tracts of sale of a commodity for future deliv-
ery and in securities and financial instruments
under the jurisdiction of such agencies.

(i1) When a board of trade applies for designa-
tion as a contract market involving transactions
for future delivery of any security issued or
guaranteed by the United States or any agency
thereof, the Commission shall promptly deliver
a copy of such application to the Department
of the Treasury and the Board of Governors of
the Federal Reserve System. The Commission
may not designate a board of trade as a con-
tract market based on such application until
forty-five days after the date the Commission
delivers the application to such agencies or
until the Commission receives comments from
each of such agencles on the application,
whichever period is shorter. Any comments re-
ceived by the Commission from such agencies
shall be included as part of the public record of
the Commission’s designation proceeding. In
designating, or refusing, suspending, or revok-
ing the designation of, a board of trade as a
contract market involving transactions for
future deiivery referred to in this ciause or in
considering possible emergency action under
section 12a(9) of this title with respect to such
transactions, the Commission shali take into
consideration ail comments it receives from the
Department of the Treasury and the Board of
Governors of the Federal Reserve System and
shalil consider the effect that any such designa-
tion, suspension, revocation, or emergency
action may have on the debt financing require-
ments of the United States Government and
the continued efficiency and integrity of the
underlying market for government securities.

(1ii) The provisions of this subparagraph shall
not create any rights, liabilities, or obligations
upon which actions may be brought against the
Commission,

(h) Transmittal of budget requests and legislative rec-
ommendations to Congressional Comr.iittees

(1) Whenever the Commission submits any
budget estimate or request to the President or
the Office of Management and Budget, it shall
concurrently transmit copies of that estimate
or request to the House and Senate Appropri-
ations Committees and the House Committee
on Agriculture and the Senate Committee on
Agriculture, Nutrition, and Forestry.

(2) Whenever the Commission transmits any
iegisiative recommendations, or testimony, or
comments on legislation to the President or the
Office of Management and Budget, {t shall con-
currentiy transmit copies thereof to the House
Committee on Agriculture and the Senate Com-
mittee on Agricuiture, Nutrition, and Forestry.
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No officer or agency of the United States shall
have any authorlty to require the Commission
to submit its legislative recommendations, or
testimony, or comments on legislation to any
officer or agency of the United States for ap-
proval, comments, or review, prior to the sub-
mission of such recommendsations, testimony,
or comments to the Congress. In instances in
which the Commission voluntarily seeks to
obtain the comments or review of any officer or
agency of the United States, the Commission
shall include a description of such actions in its
legislative recommendations, testimony, or
comments on legislation which 1t transmits to
the Congress.

(1) Seal

The Commlssion shall have an official seal,
which shall be judicially noticed.

(}) Rules and regulatlons

The Commission Is authorized to promulgate
such rules and regulations as it deems neces-
sary to govern the operating procedures and
conduct of the business of the Commission,

(Sept. 21, 1922, ch. 369, § 2(a)2)-(11), as added
Oct. 23, 1874, Pub. L. 93-4863, title I, § 101(a)(3),
88 Stat. 1389, and amended Sept. 30, 1978, Pub.
L. 95-405, § 2(2)-(15), 92 Stat. 865-867; Jan. 11,
1983, Pub. L. 97-444, title II, § 202, 96 Stat.
2298.)

COULIFICATION

Section consists of pars. (2) to (11) of section 2(a) of
the Commodity Exchange Act. For purposes of codifi-
cation the numbered pars. (2) to (11) have been trans-
lated as subsecs. (a) to (}), respectively, of this section,
with subpars. (A) and (B) of par. (2), subpars. (A) to
(F of par. (6), subpars. (A) and (B) of par, (7), sub-
pars. (A) and (B) of par. (8), and subpars. (A) and (B)
of par. (8) in the original being translated as pars. (1)
and (2) of subsec. (a), pars. (1) to (6) of subsec. (e),
pars. (1) and (2) of subsec. (f), pars. (1) and (2) of
subsec. (g), and pars. (1) and (2) of subsec. (h) of this
section, respectively.

Par. (1) of section 2(a) of the Commodity Exchange
Act Is classified to sections 2, 2a, and 4 of this title.

Subsec, (b) of section 2 of the Commodity Exchange
Act is classified to section 3 of this title.

AMENDMENTS

1883—Subsec, (f). Pub. L, 87-444 deleted subpar. des-
ignation of first par. and subpar. designation and pro-
visions of second par. which prchibited any repre-
sentative activities before the Cemmission for a one
year period upon termination of employment occur-
ring on a day more than four mcnths after Sept. 30,
1978, of any Commissioner or empioyee of the Com-
mission having a GS-16 or higher classified position
excepted from the competitive service because of its
confidential or policymaking character,

1978--Subsec. (a). Pub, L. 86-405, § 2(2) to (5), desig-
nated existing provisions as par. (1) and, in par. (1) as
so designated, substituted ““five Commissioners” for “a
chairman and four other Commissioners”, “(i)" for
“(A)”", and “(ii)" for '(B)", and added par. (2).

Subsec. (d), Pub, L. 85-405, § 2(6), struck out *, by
and with the advice and consent of the Senate,” fol-
lowing ‘by the Commission".

Subsec. (eX1). Pub, L. 856-405, § 2(7), Inserted “‘ac-
cording to budget categories, plans, programs, and pri-
orities established and approved by the Commission,"
following “expenditure of funds,”,

Subsec. (e)(2). Pub. L. 985-4056, § 2(8), substitut-
ed ‘, plans, priorities, and budgets approved by the
Commission” for “of the Commission".
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Subsec. (1), Pub, L. 95-405, § 2(9), (10), designated ex-
isting provisions as par. (1) and added par. (2).

Subsec. (g). Pub, L. 856-405, § 2(11) to (13), designated
existing provisions as par. (1) and, in par. (1) as so des-
ignated, substituted “maintain’ for “establish a sepa-
rate office within the Department of Agriculture to be
staffed with employees of the Commission for the pur-
pose of maintaining" and added par. (2).

Subsec, (h)X1). Pub, L. 956-405, §2(14), substituted
“Senate Committee on Agriculture, Nutrition, and
Forestry” for ‘‘Senate Committee on Agriculture and
Forestry”,

Subsec. (h)X2), Pub, L. 95-405, §2(15), substituted
“Senate Committee on Agriculture, Nutrition, and
Forestry” for “Senate Committee on Agricultur: and
Forestry”,

EfFECTIVE DATE OF 1983 AMENDMENT

Amendment by Pub, L. 97-444 effective Jan., 11,
1983, see section 239 of Pub. L. 97-444, set out as an
Effective Date of 1983 Amendment note under section
2 of this title.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub, L. 85-405 effective Oct. 1, 1978,
see section 28 of Pub, L. 85-405, set out as an Effective
l?ate of 1878 Amendment note under section 2 of this
title.

ErrECTIVE DATE

For effective date of section, see section 418 of Pub.
L. 93-463, set out as an Effective Date of 1874 Amend-
ment note under section 2 of this titie.

SEPARABILITY OF PROVISIONS

Section 413 of Pub, L. 93-463 provided that: “If any
provision of this Act [see Short Title note set out
under section 1 of this title]l or the application thereof
to any person or circumstances is held invalid, the va-
ldity of the remainder of the Act and the application
of such provisions to other persons or circumstances
shall not be affected thereby.”

SILVER MARKETS ACTIVITY, SEPTEMBER 1979 THROUGH
MARcH 1980; REPORT T0O CONGRESS

Act Sept. 21, 1822, ch. 369, § 21, as added by Pub. L.
96-276, § 7, June 17, 1980, 94 Stat. 542, provided: “The
Commission shall establish a joint working group with
the Federal Reserve Beard, Department of the Treas-
ury, and Securities and Exchange Commission to ana-
iyze the various aspects of the events in the silver cash
and futures markets during the period of September
1879 through March 1880, The joint working group
will prepare a report of its findings that shall include,
but not be limited to, a description of the causes of
this situation, an appraisal of the adequacy of consul-
tation during this period between the members of the
joint working group, and recommendations for legisla-
tive changes that could prevent a recurrence of these
or similar events in any futures market. The joint
working group shall submit its report to the appropri-
ate committees of Congress by October 1, 1880."”

NON-ABATEMENT Or PENDING PROCEEDINGS

Section 412 of Pub. L. 83-463 provided that: “Pend-
ing proceedings under existing law shall not be abated
by reason of any provision of this Act [see Short Title
note set out under section 1 of this titlel but shall be
disposed of pursuant to the applicable provisions of
the Commodity Exchange Act, as amended (this chap-
terl, in effect prior to the effective date of this Act
[see Effective Date of 1974 Amendment note set out
under section 2 of this title).”
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PROVISIONAL DESIGNATION oOr CONTRACT MARKETS;
PROVISIONAL REGISTRATION Or FUTURES COMMISSION
MERCHANTS, FLOOR BROKERS, ASSOCIATED PERSONS,
CoMMODITY TRADING ADVISORS, AND COMMODITY
Poor. OPERATORS; EXTENSION or EFFECTIVE DATES

Pub, L. 94-16, § 1, Apr. 16, 1975, 89 Stat. 77, provided
that the Cemmodity Putures Trading Commission
would, in its discretion, and without prior notice of
hearings, grant provislonal designation as a contract
market to any boards cf trade for any commodities
traded thereon for such period not in excess of ninety
days from the effective date of the Commodity Fu-
tures Trading Commissicn Act of 1974 [see Effective
Date of 1974 Amendment note set cut under section 2
of this titlel and under such terms and conditions as it
prescribed, and that upan the expiration of any provi-
sional designation of a board of trade as a contract
market, such board of trade should not be designated
as a contract market except as provided in section 6 of
the Commodity Exchange Act, as amended (section 8
et seq. of this title); wouid grant provisional registra-
tion as a futures commission merchant, floor broker,
assoclated 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) [see Effective Date of
1974 Amendment note set out under section 2 of this
titlel and under such terms and conditions as it pre-
scribed; and would defer for such perfod not in excess
of ninety days from the effective date of the Act [see
Effective Date of 1874 Amendment note under section
2 of this titlel, the effective dates of sections 204, 205,
210, and 407 of the Commodity Futures Trading Com-
mission Act of 1974 (Public Law 93-463) [enacting sec-
tions 6k, 61, 6m, 6n, 60, and 7a(12) and amending sec-
tions 7a(8), 9, and 12a(1) of this titlel.

REPORT AND RECOMMENDATIONS TO CONGRESS RESPECT-
ING NEED FOR INSURANCE COVERING INSOLVENCY OR
FAILURE OF FUTURES COMMISSION MERCHANTS

Section 417 of Pub. L, 93-483 required that the Com-
modity Futures Trading Commission submit to the
Congress, not later than June 30, 1976, a report re-
specting the need for legislation insuring owners of
commodity futures accounts and persens handiing or
clearing trades in such accounts against loss by reason
of the insolvency or financial failure of a futures com-
mission merchant carrying such accounts and that the
report contain the recommendations of the Commis-
?10;1 concerning the form and nature of any such legis-

ation.

TRANSFER OF OPERATIONS TO COMMODITY FUTURES
TRADING COMMISSION

Section 411 of Pub. L. 93-463 provided that all oper-
ations of the Commodity Exchange Commission and
of the Secretary of Agriculture under the Commodity
Exchange Act [this chapter], including all pending ad-
ministrative proceedings, be transferred to the Com-
modity Futures Trading Commission as of the effec-
tive date of Pub. L. 93-463 [see Effective Date of 1974
Amendment note set out under section 2 of this titlel
and continue to completion and that all rules, regula-
tions, and orders theretofore issued by the Commodity
Exchange Commission and by The Secretary of Agri-
culture under the Commodity Exchange Act [this
chapter] to the extent not inconsistent with the provi.
sions of Pub. L. 93-463 [see Short Title note set out
under section 1 of this title] continue in full force and
effect unless and until terminated, modified, or sus-
pended by the Commodity Futures Trading Commis-
sion.

TRANSFER OF PERSONNEL, PROPERTY, RECORDS, AND
FunNps To ComMMoDITY FUTURES TRADING COMMISSION

Section 104 of Pub. L. 93-463 authorized the transfer
of ail of the personnel of the Commodity Exchange
Authority, property, records, and unexpended balance

Page 12

of appropriations, allocations, and other funds em-
ployed, used, held, avaiiable, or to be made avalilable in
cennection with administration of the Cammodity Ex-
change Act [this chapter] to the Commodity Futures
Trading Commission upon the effective date of Fub, L.
93-463 (see Effective Date of 1974 Amendment note
set out under section 2 of this titlel.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 2 of this title.

# 5. Legislative findings

Transactions in commodities involving the
sale thereof for future delivery as commonly
conducted on boards of trade and known as “fu-
tures' are affected with a national public inter-
est. Such futures transactions are carried on in
large volume by the public generaliy and by
persons engaged in the business of buying and
selling commodities and the products and by-
products thereof in interstate commerce. The
prices involved in such transactions are general-
ly quoted and disseminated throughout the
United States and in foreign countries as a
basis for determining the prices to the producer
and the consumer of commodities and the prod-
ucts and byproducts thereof and to facilitate
the movements thereof in interstate commerce.
Such transactions are utilized by shippers, deal-
ers, millers, and others engaged in handling
commodities and the products and byproducts
thereof in interstate commerce as a means of
hedging themselves against possible loss
through fluctuations in price. The transactions
and prices of commodities on such boards of
trade are susceptible to excessive speculation
and can be manipulated, controlled, cornered or
squeezed, to the detriment of the producer or
the consumer and the persons handling com-
modities and the products and byproducts
thereof in interstate commerce, rendering regu-
iation imperative for the protection of such
commerce and the national public interest
therein. Furthermore, transactions which are
of the character of, or are commonly known to
the trade as, “options” are or may be utilized
by commercial and other entities for risk shift-
ing and other purposes. Options transactions
are in interstate commerce or affect such com-
merce and the nationai economy, rendering reg-
ulation of such transactions imperative for the
protection of such commerce and the national
public interest.

(Sept. 21, 1922, ch, 369, § 3, 42 Stat. 999; June
15, 1936, ch. 545, §2, 49 Stat. 1491; Jan. 11,
1983, Pub, L. 97-444, title II, § 203, 96 Stat.
2298.)

AMENDMENTS

1983—Pub. L. 97-444 reenacted provisions punctuat-
ed with semicolons as sentences, substituted “commod-
ities” for “commodity” wherever appearing, substitut-
ed ‘‘susceptible to excessive speculation and can be
manipulated, controlled, cornered or squeezed, to the
detriment of the producer or the consumer and the
persons handling commodities and the products and
byproducts thereof In interstate commerce, rendering”
for “'susceptible to speculation, manipulation, or con-
trol, which are detrimental to the producer or the con-
sumer and the persons handling commodity and prod-
ucts and byproducts thereof in interstate commerce,
and such fluctuations in prices are an obstruction to
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and a burden upon interstate commerce in commodity
and the products and byproducts thereof and render",
and added provisions respecting “options” and “op-
tions transactions”.

1936—Act June 16, 1936, substituted “commodity”
for “grain” throughout.

ErrecTive DATE or 1983 AMENDMENT
Amendment by Pub. L. 97-444 effective Jan. 11,
1983, see section 239 of Pub. L. 97-444, set out as an

BEffective Date of 1983 Amendment note under section
2 of this title.

ErrecTive DATE Or 1936 AMENDMENT

Amendment effective 90 days after June 15, 1936,
see note set out under section 1 of this title.

§ 6. Restriction of futures trading to contract mar-
kets; regulation of foreign transactions by United
States persons

(a) It shall be uniawfui for any person to
offer to enter into, to enter into, to execute, to
confirm the execution of, or to conduct any
oftice or business anywhere in the United
States, its territories or possessions, for the pur-
pose of soiiciting or accepting any order for, or
otherwise dealing in, any transaction in, or in
connection with, a contract for the purchase or
sale of a commodity for future deiivery (other
than a contract which is made on or subject to
the ruies of a board of trade, exchange, or
market located outside the United States, its
territories or possessions) unless—

(1) such transaction is conducted on or sub-
ject to the rules of a board of trade which has
been designated by the Commission as a “con-
tract market” for such commodity;

(2) such contract is executed or consummat-
ed by or through a member of such contract
market; and

(3) such contract is evidenced by a record in
writing which shows the date, the parties to
such contract and their addresses, the proper-
ty covered and its price, and tne terms of de-
livery: Provided, That each contract market
member shail keep such record for a period of
three years from the date thereof, or for a
longer period if the Commission shali so
direct, which record shail at ali times be open
to the inspection of any representative of the
Commission or the Department of Justice.

(b) The Commission may adopt rules and reg-
ulations proscribing fraud and requiring mini-
mum financial standards, the disclosure of risk,
the filing of reports, the keeping of books and
records, the safeguarding of customers’ funds,
and registration with the Commission by any
person located in the United States, its territo-
ries or possessions, who engages in the offer or
sale of any contract of saie of a commodity for
future delivery that is made or to be made on
or subject to the rules of a board of trade, ex-
change, or market iocated outside the United
States, its territories or possessions. Such rules
and regulations may impose different require-
ments for such persons depending upon the
particular foreign board of trade, exchange, or
market involved. No rule or reguiation may be
adopted by the Commission under this subsec-
tion that (1) requires Commission approvai of
any contract, rule, regulation, or action of any
foreign board of trade, exchange, or market, or
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clearinghouse for such board of trade, ex-
change, or market, or (2) governs in any way
any rule or contract term or action of any for-
eign board of trade, exchange, or market, or
clearinghouse for such board of trade, ex-
change, or market.

(Sept. 21, 1822, ch. 369, § 4, 42 Stat. 999; June
15, 1936, ch. 545, §§2, 4, 49 Stat. 1491, 1492,
Oct. 23, 1974, Pub. L. 83-463, title I, § 103(a), (1),
88 Stat. 1392; Jan. 11, 1983, Pub. L. 97-444, title
II, § 204, 96 Stat. 2299.)

AMENDMENTS

1983—Subsec. (a). Pub. L. 97-444 combined into
subsec, (&) the existing provisions of this section to-
gether with the provisions, formerly contained in sec-
tion 6h(1) of this title, relating to the conduct of of-
fices or places of business anywhere in the United
States or its territories that are used for dealing in
commoditles for future delivery unless such dealings
are executed or consummated by or through a
member of a contract market.

Subsec, (b). Pub. L, 97-444 added subsec. (b).

1974—Pub. L, 93-463 substituted "“Commisslon” for
“Secretary of Agriculture” and “United States Depart-
ment of Agriculture.

1936—Act June 15, 1936, § 2, substituted the word
“‘commodity” for ‘“grain” throughout.

Act June 15, 1936, § 4, struck out former par. (a) and
combined former par. (b) with first paragraph.

EFFECTIVE DATE or 1983 AMENDMENT

Amendment by Pub. L. 97-444 effective Jan. 11,
1983, see section 239 of Pub. L. 97-444, set out as an
Effective Date of 1983 Amendment note under section
2 of this title.

ErFECTIVE DATE oF 1974 AMENDMENT

For effective date of amendment by Pub, L. 93-463
see section 418 of Pub. L. 93-463, set out as a note
under section 2 of this title.

EFFECTIVE DATE or 1936 AMENDMENT

Amendment effective 90 days after June 15, 1936,
see note set out under section 1 of this title.

CROSS REFERENCES

Punishment for violating the provisions of this sec-
tion and for failure to evidence any contract men-
tioned in this section by a record in writing, see sec-
tion 13 of this title.

SecTioN REFERRED TO IN OTHER SECTIONS
This section is referred to in section 13 of this title.

§ 6a. Excessive speculation as burden on interstate
commerce; trading or position limits; control;
bedging transactions; application of section; rule-
making power of contract markets and penalties
for violation

(1) Excessive speculation in any commodity
under contracts of sale of such commodity for
future delivery made on or subject to the rules
of contract markets causing sudden or unrea-
sonable fluctuations or unwarranted changes in
the price of such commodity, is an undue and
unnecessary burden on interstate commerce in
such commodity. For the purpose of diminish-
ing, eliminating, or preventing such burden, the
commission shall, from time to time, after due
notice and opportunity for hearing, by rule,
regulation, or order, proclaim and fix such
limits on the amounts of trading which may be
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done or positions which may be held by any
person under contracts of sale of such commod-
ity for future delivery on or subject to the rules
of any contract market as the commission finds
are necessary to diminish, eliminate, or prevent
such burden. In determining whether any
person has exceeded such limits, the positions
held and trading done by any persons directly
or indirectly controlled by such person shall be
included with the positions held and trading
done by such person; and further, such limits
upon bositions and trading shall apply to posi-
tions held by, and trading done by, two or more
persons acting pursuant to an expressed or im-
plied agreement or understanding, the same as
if the positions were held by, or the trading
were done by, a single person. Nothing in this
section shall be construed to prohibit the com-
mission from fixing different trading or posi-
tion limits for different commodities, markets,
futures, or dellvery months, or for different
number of days remaining until the last day of
trading In a contract, or different trading limits
for buying and selling operations, or different
limits for the purposes of subparagraphs (A)
and (B) of paragraph (2) of this section, or
from exempting transactions normally known
to the trade as “spreads” or “straddles” or “ar-
bitrage” or from fixing limits applying to such
transactions or positions different from limits
fixed for other transactions or positions. The
word “arbitrage” in domestic markets shall be
defined to mean the same as “spread” or
“straddle”. The Commission is authorized to
define the term “international arbitrage’.

(2) The commission shall, in such rule, regula-
tion, or order, fix a reasonable time (not to
exceed ten days) after the promulgation of the
rule, regulation, or order; after which, and until
such rule, regulation, or order is suspended,
modified, or revoked, it shall be unlawful for
any person—

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

or

(B) directly or indirectly to hold or control
a net long or a net short position in any com-
modity for future delivery on or subject to
the rules of any contract market in excess of
any position limit fixed by the commission for
or with respect to such commodity: Provided,
That such position limit shall not apply to a
position acquired in good faith prior to the ef-
fective date of such rule, regulation, or order.

(3) No rule, regulation, or order issued under
paragraph (1) of this section shall apply to
transactions or positions which are shown to be
bona fide hedging transactions or positions as
such terms shall be defined by the Commission
by rule, regulation, or order consistent with the
purposes of this chapter. Such terms may be
defined to permit producers, purchasers, sellers,
middlemen, and users of a commodity or a
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product derived therefrom to hedge their legiti-
mate anticipated business needs for that period
of time into the future for which an appropri-
ate futures contract is open and available on an
exchange. To determine the adequacy of this
chapter and the powers of the Commission
acting thereunder to prevent unwarranted price
pressures by large hedgers, the Commission
shall monitor and analyze the trading activities
of the largest hedgers, as determined by the
Commission, operating in the cattle, hog, or
pork belly markets and shall report its findings
and recommendations to the Senate Committee
on Agriculture, Nutrition, and Forestry and the
House Committee on Agrlculture in its annual
reports for at least two years following January
11, 1983,

(4) This section shall apply to a person that is
registered as a futures commission merchant,
an introducing broker, or a floor broker under
authority of this chapter only to the extent
that transactions made by such person are
made on behalf of or for the account or benefit
of such person. This section shali not apply to
transactions made by, or on behalf of, or at the
direction of, the United States, or a duly au-
thorized agency thereof.

(5) Nothing in this section shall prohibit or
fmpair the adoption by any contract market or
by any other board of trade licensed or desig-
nated by the Commission of any bylaw, rule,
regulation, or resolution fixing limits on the
amount of trading which may be done or posi-
tions which may be held by any person under
contracts of sale of any commodity for future
delivery traded on or subject to the rules of
such contract market, or under options on such
contracts or commodities traded on or subject
to the rules of such contract market or such
board of trade: Provided, That if the Commis-
sion shall have fixed limits under this section
for any contract or under section 6¢ of this title
for any commodity option, then the limits fixed
by the bylaws, rules, regulations, and resotu-
tions adopted by such contract market or such
board of trade shall not be higher than the
limits fixed by the Commission. It shall be a
violation of this chapter for any person to vio-
late any bylaw, rule, regulation, or resolution of
any contract market or other board of trade li-
censed or designated by the Commission fixing
limits on the amount of trading which may be
done or positions which may be held by any
person under contracts of sale of any commod-
ity for future delivery or under options on such
contracts or commodities, if such bylaw, rule,
regulation, or resolution has been approved by
the Commission: Provided, That the provisions
of section 13(c) of this title shall apply only to
those who knowingly violate such limits.

(Sept. 21, 1922, ch. 369, § 4a, as added June 15,
1936, ch. 545, § 5, 49 Stat. 1492, and amended
July 24, 1956, ch. 690, § 1, 70 Stat. 630; Feb. 19,
1968, Pub. L. 90-258, §§ 2-4, 82 Stat. 26, 27, Oct.
23, 1974, Pub. L. 93-463, title IV, §§ 403, 404, 88
Stat. 1413; Apr. 16, 1975, Pub. L. 94-16, § 4, 89
Stat. 78; Jan. 11, 1983, Pub. L. 97-444, title II,
§ 205, 96 Stat. 2299.)
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AMENDMENTS

1983—Par, (1), Pub. L. 97-444, § 205(1), (2), substitut-
ed by rule, regulation, or order, proclalm" for ‘by
order, proelaim’ and Inserted “or for dlfferent number
of days remaining until the iast day of trading In a
contract,” following “‘dellvery months”.

Par. (2), Pub, L. 97-444, §205(1), (3), substltuted
“after the promulgation of the rule, regulation, or
order” for “after the order’s promulgation” in the pro-
visions preceding subpar. (A) and substituted ‘rule,
regulation, or order” for “order” in the provisions pre-
ceding subpar. (A) and in subpars. (A) and (B),

Par. (3). Pub. L. 97-444, § 205(4), substituted “No
rule, regulation, or order issued under paragraph (1)
of this section shali apply to transactions or positions
which are shown to be bona fide hedging transactions
or positions as such terms shali be defined by the
Commission by rule, regulation, or order consistent
with the purposes of this chapter” for “No order
issued under paragraph (1) of this section shall apply
to transactions or positions which are shown to be
bona fide hedging transactions or positions as such
terms shall be defined by the Commission within one
hundred and eighty days after the effectlve date of
the Commodity Futures Trading Commission Act of
1874 by order consistent with the purposes of this
chapter” and added “Such terms may be defined to
permit producers, purchasers, sellers, middlemen, and
users of a commodity or a product derlved therefrom
to hedge their legitimate anticipated business needs
for that perlod of time into the future for which an
appropriate futures contract is open and avallable on
an exchange. To determine the adequacy of this chap-
ter and the powers of the Commission acting thereun-
der to prevent unwarranted price pressures by large
hedgers, the Commission shall monitor and analyze
the trading activities of the largest hedgers, as deter-
mined by thc Commission, operating in the cattle,
hog, or pork beliy markets and shail report its findings
and recommendations to the Senate Committee on Ag-
riculture, Nutrition, and Forestry and the House Com-
mittee on Agriculture in its annual reports for at least
two years following January 11, 1983."”

Par. (4). Pub. L, 97-444, § 205(5), substituted “a fu-
tures commission merchant, an introducing broker, or
a floor broker” for ‘‘a futures commission merchant or
as floor broker”.

Par. (5). Pub. L. 97-444, § 205(6), added par. (5).

1975—Par. (3). Pub. L. 94-16 substituted “‘one hun-
dred and eighty days" for '‘ninety days".

1974—Par. (1). Pub. L. 93-463, § 403, inserted “or ‘ar-
bitrage’ " following ‘‘or ‘straddies' ", added definition
or “arbitrage”’, and authorized the Commission to
define "‘internationali arbitrage”.

Par. (3). Pub. L, 93-463, § 404, directed thc Commis-
slon to define “bona fide hedging transactions or posi-
tlons” within 90 days after the effective date of the
Commodity Futures Trading Commission Act of 1974
and struck out provisions which had spelled out the
factors to be taken Into account in dctermining wheth-
er a hedging transaction or position was a bona fide
transaction or position.

1968—Par. (1), Pub. L. 90-258, §2, substituted in
second sentence ‘“‘amounts of trading” for “amount of
trading”, inserted “which may be done or positions
which may be held by any person” preceding "under
contracts of sale”, and deleted “which may be done”
following “rules of any contract market”, Inserted
third sentence providing for inciusion of controlied po-
sitions and trading in determining whether prescribed
position or trading limits have been exceeded and for
application of such position and trading iimits to activ-
itles of two or more persons acting pursuant to agree-
ment or understanding as if the activities of a single
person, and included in fourth, formerly third, sen-
tence references to position limits and to positions,
substituted “normaliy” for “commoniy”, and deleted
“trading” from the phrascs “from f{ixing trading
{imits" and “from trading iimits".
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Par, (2)(B), Pub, L, 90-258, § 3, substituted prohibi-.
tion against holding of net long or net short positions
In excess of any position limit fixed by the Commis-
slon for former prohibition of purchases or sales
which result in net long or net short positions in
excess of trading limits fixed by the Commission and
provided that the position limit shall not apply to a
position acquired in good faith prior to the effective
date of the order.

Par, (3). Pub. L, 90-258, § 4, included ref-renees to
positions, made hedging applicable to short and long
posltions, substituted “contraet market’ for “board of
trade”, and required the activities to be those of the
same person to constitute hedging,

(01956—Par. (3XC), Act July 24, 1956, added subpar.

)

EFFECTIVE DATE OF 1983 AMENDMENT

Amendment by Pub, L. 97-444 effective Jan. 11,
1983, see seetion 239 of Pub. L. 97-444, set out as an
Effective Date of 1983 Amendment note under section
2 of this title,

EFFECTIVE DATE OF 1974 AMENDMENT

Section 404 of Pub. L. 93-463 directed in part that
the provisions of section 404 of Pub, L. 93-463 cailing
for the deletion of that part of par. (3) of this section
which enumerated the factors to be taken into consid-
eration in determining whether a hedging transaction
or position was a bona fide transaction or position, was
effective Immediately upon the enactment of Pub. L.
93-463. Pub. L. 93-463 was approved on Oct. 23, 1974,

Amendment of par. (1) and that part of par. (3) of
this sectlon by sectlons 403 and 404 of Pub. L. 93-463
directing the Commission to define “bona fide hedging
transactlons or positions” effective so as to allow im-
plementation of ali changes effected by this amend-
ment to be carried out after Oct. 23, 1874, and before
as well as after the 180th day thereafter, sec scction
418 of Pub. L. 93-463, set out as a note under section 2
of this title.

EFFECTIVE DATE OF 1968 AMENDMENT

Amendment by Pub. L. 90-258 effective 120 days
after Feb. 19, 1968, see section 28 of Pub, L. 90-258, set
out as a note under section 2 of this title.

EFFECTIVE DATE OF 1956 AMENDMENT

Section 2 of act July 24, 1956, provided that: *“This
Act {adding par. (3)(C)) shall take effect sixty days
after the date of its enactment {July 24, 1956).”

EFFECTIVE DATE

See Effectlve Datc of 1936 Amendment note set out
under section 1 of this title.

REGULATIONS DEFINING BoNa FIDE HEDGING
TRANSACTIONS AND POSITIONS

Section 404 of Pub. L. 93-463 provided in part: “That
notwithstanding any other provision of law, the Secre-
tary of Agriculture, immediately upon the enactment
of the Commodity Putures Trading Commission Act of
1974 {which was approved on Oct. 23, 1974), is author-
fzed and directed to promuigate reguiations defining
bona fide hedging transactious and positions: And pro-
vided further, That until the Seeretary Issues sueh reg-
uiations defining bona fide hedging transactions and
positions and such regulations are in fuli force and
effect, such terms shall continue to be defined as set
forth in the Commodity Exchange Act [par. (3) of this
section) prior to Its amendment by the Commodity
Futures Trading Commission Act of 1974 [Pub. L.
93-4631."

CROS8 REFERENCES

Power of Congress to regulate interstate commerce,
see Const. Art. 1, §8,cl. 3. ‘
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Punishment for violating the provisions of this sec-
tion, see section 13 of this title.

SECTION REFERRED TO IN OTHER SECTIONS
This section ig referred to in section 13 of this title,

§ 6b. Contracts designed to defraud or mislead; buck-
eting orders; buying and seiiing orders for com-
modity

It shall be unlawful (1) for any member of a
contract market, or for any correspondent,
agent, or employee of any member, in or in con-
nection with any order to make, or the making
of, any contract of sale of any commodity in in-
terstate commerce, made, or to be made, on or
subject to the rules of any contract market, for
or on behalf of any other person, or (2) for any
person, in or in connection with any order to
make, or the making of, any contract of sale of
any commodity for future delivery made, or to
be made, on or subject to the rules of any con-
tract market, for or on behalf of any other
person if such contract for future delivery is or
may be used for (&) hedging any transaction in
interstate commerce in such commodity or the
products or byproducts thereof, or (b) deter-
mining the price basis of any transaction in in-
terstate commerce in such commodity, or (c¢)
delivering any such commodity sold, shipped, or
received in Interstate commerce for the fulfili-
ment thereof—

(A) to cheat or defraud or attempt to cheat
or defraud such other person;

(B) willfully to make or cause to be made to
such other person any false report or state-
ment thereof, or willfully to enter or cause to
be entered for such person any false record
thereof;

(C) willfully to deceive or attempt to de-
celve such other person by any means what-
soever in regard to any such order or contract
or the disposition or execution of any such
order or contract, or in regard to any act of
agency performed with respect to such order
or contract for such person; or

(D) to bucket such order, or to fill such
order by offset against the order or orders of
any other person, or willfully and knowingly
and without the prior consent of such person
to become the buyer in respect to any selling
order of such person, or become the seller in
respect to any buying order of such person.

Nothing in this section or in any other sec-
tion of this chapter shall be construed to pre-
vent a futures commission merchant or floor
broker who shall have in hand, simultaneously,
buying and selling orders at the market for dif-
ferent principals for a like quantity of a com-
modity for future delivery in the same month
executing such buying and selling orders at the
market price: Provided, That any such execu-
tion shall take place on the floor of the ex-
change where such orders are to be executed at
public outcry across the ring and shall be duly
reported, recorded, and cleared in the same
manner as other orders executed on such ex-
change: And provided further, That such trans-
actions shall be made in accordance with such
rules and regulations as the Commission may
promulgate regarding the manner of the execu-
tion of such transactions.
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(Sept, 21, 1922, ch, 369, § 4b, as added June 15,
1936, ¢h. 545, § 6, 49 Stat. 1493, and amended
Feb. 19, 1968, Pub. L. 90-258, §5, 82 Stat. 27;
Oct. 23, 1974, Pub. L. 93-463, title IV, § 405, 88
Stat. 1413.)

AMENDMENTS

1974—Pub. L. 93-463 substituted “‘a commodity" for
“cotton” In the provisions following subpar. (D) and
added requirement that execution of buying and sell-
ing orders for commodities held simultaneously by the
same merchant or broker be carrled out in accordance
with such rules and regulations as the Commission
may promulgate regarding the manner of the execu-
tion of such transactions.

1968—Pub. L. 80-258 relocated cl. (1) deslgnatlon in
the first par. to follows “unlawful’ rather than to pre-
cede ‘any contract of sale”, provided in such cl. (1) for
orders to make or making of contracts of sale ‘“made,
or to be made on or subject to the rules of any con-
tract market, for or on behalf of any other person
and In cl. (2) “for any person, in or in connection with
any order to make, or the making of,” any contract of
sale of any commodity for future delivery for or on
behalf of any “other” person; and inserted ‘‘other”
preceding ‘“‘person’ in subpar. (A) and {n subpars. (B)
and (C) where appearing for first time, respectively.

EFFECTIVE DATE oF 1974 AMENDMENT

For effective date of amendment by Pub. L. 93-463,
see section 418 of Pub. L. 83-463, set out as a note
under section 2 of this title.

EFFECTIVE DATE oF 1968 AMENDMENT

Amendment by Pub. L. 80-258 effective 120 days
after Feb. 19, 1968, see section 28 of Pub. L. 80-258, set
out as a note under section 2 of this title.

EFFECTIVE DATE

See Effective Date of 1936 Amendment note set out
under section 1 of this title.

CROSS REFERENCES

Construction of section not to impair any State law
applicable to any transaction enumerated or descrlbed
in this section, see section 6c of this title.

Punishment for violating the provisions of this sec-
tion, see section 13 of this title.

SECTION REFERRED TO IN OTHER SECTIONS
This sectlon Is referred to In section 13 of this title.

§ 6¢c. Prohibited transactions

(a) Meretricious transactions

It shall be unlawful for any person to offer to
enter into, enter into, or confirm the execution
of, any transaction involving any commodity,
which Is or may be used for (1) hedging any
transaction in Interstate commerce in such
commodity or the products or byproducts
thereof, or (2) determining the price basis of
any such transaction in interstate commerce in
such commodity, or (3) delivering any such
commodity sold, shipped, or received in inter-
state commerce for the fulfillment thereof—

(A) if such transaction is, Is of the character

of, or is commonly known to the trade as, a

“wash sale,” ‘cross trade,” or '‘accommoda-

tion trade,” or is a fictitious sale; or

(B) if such transaction iIs used to cause any
price to be reported, registered, or recorded
which is not a true and bona fide price.
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Nothing in this section shall be construed to
prevent the exchange of futures in connection
with cash commodity transactions or of futures
for cash commodities, or of transfer trades or
office trades if made in accordance with board
of trade rules applying to such transactions and
such rules shall have been approved by the
Commission.

(b) Regulated option trading

No person shall offer to enter into, enter into
or confirm the execution of, any transaction in-
volving any commodity regulated under this
chapter which is of the character of, or is com-
monly known to the trade as, an ‘“‘option”,
“privilege”, “indemnity”, “bid”, “offer”, “put”,
“call”, “advance guaranty”, or ‘“decline guaran-
ty”, contrary to any rule, regulation, or order of
the Commission prohibiting any such transac-
tion or allowing any such transaction under
such terms and conditions as the Commission
shall prescribe. Any such order, rule, or regula-
tion may be made only after notice and oppor-
tunity for hearing, and the Commission may
set different terms and conditions for different
markets,

(c) Commodity option transaction; pilot program and
permanent autborization; conditions ending pro-
hibition; excepted persons

Notwithstanding the provisions of subsection
(b) of this section, no person may, after Sep-
tember 30, 1978, offer to enter into, enter into,
or confirm the execution of any commodity
option transaction involving any commodity
regulated under this chapter but not specifical-
ly set forth in section 2 of this title prior to Oc-
tober 23, 1874, until (1) the Commission trans-
mits to the House Committee on Agriculture
and the Senate Committee on Agriculture, Nu-
trition, and Forestry documentation of its abili-
ty to reguiate successfully such transactions, in-
cluding a copy of the Commission’s proposed
ruies and regulations, and (2) the expiration of
thirty calendar days of continuous session of
Congress after the date of such transmittai.
With respect to any commodity regulated
under this chapter and specificaily set forth in
section 2 of this title prior to October 23, 1974,
the Commission may, pursuant to the proce-
dures set forth in this subsection, establish a
pilot program for a period not to exceed three
years to permit such commodity option transae-
tions. The Commission may authorize commod-
ity option transactions during the pilot pro-
gram in as many commodities as will provide an
adequate test of the trading of such option
transactions. After completion of the piiot pro-
gram, the Commission may authorize commod-
ity option transactions without regard to the
restrictions in the pilot program after the Com-
mission transmits to the House Committee on
Agriculture and the Senate Committee on Agri-
culture, Nutrition, and Forestry the documen-
tation required under clause (1) of the first sen-
tence of this subsection and the expiration of
thirty calendar days of continuous session of
Congress after the date of such transmittal.
The Commission is not precluded from trans-
mitting, at any time, documentation relating to
its ability to regulate such transactions regard-
ing individual commodities, classes of commod-
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ities, or regulation of such transactions on spe-
cific boards of trade. Nothing in this subsection
shali affect any rights or obligations arising out
of any transactions subject to the provisions of
this subsection entered into, or the execution of
which was confirmed, prior to October 1, 1978:
Provided, That this prohibition shall not apply
to any transaction expressly permitted under
rules or regulations prescribed by the Commis-
sion, before or after September 30, 1978, to be
offered to be entered into, entered into, or con-
firmed, in which the purchaser is a producer,
processor, commercial user of, or a merchant
handling, the commodity involved in the trans-
action, or the products or byproducts thereof.

(d) Dealer options exempt from subsections (b) and
(¢) probibitions; requirements

Notwithstanding the provisions of subsection
(c) of this section—

(1) any person domiciled in the United
States who on May 1, 1978, was in the busi-
ness of granting an option on a physical com-
modity, other than a commodity specifically
set forth in section 2 of this title prior to Oc-
tober 23, 1974, and was in the business of
buying, selling, producing, or otherwise using
that commodity, may continue to grant or
{ssue options on that commodity in accord-
ance with Commission regulations in effect
on August 17, 1978, until thirty days after the
effective date of regulations issued by the
Commission under clause (2) of this subsec-
tion: Provided, That if such person files an
application for registration under the regula-
tions issued under clause (2) of this subsec-
tion within thirty days after the effective
date of such regulations, that person may
continue to grant or issue options pending a
final determination by the Commission on
the application; and

(2) the Commission shall issue regulations
that permit grantors and futures commission
merchants to offer to enter into, enter into,
or confirm the execution of, any commodity
option transaction on a physical commodity
subject to the provisions of subsection (b) of
this section, other than a commodity specifi-
cally set forth in section 2 of this title prior to
October 23, 1974, if—

(A) the grantor is a person domiciled in
the United States who—

(1) is in the business of buying, selling,
producing, or otherwise using the under-
iying commodity;

(if) at all times has a net worth of at
least $5,000,000 certified annualiy by an
independent public accountant using gen-
erally accepted accounting principles;

(ii1) notifies the Commission and every
futures commission merchant offering the
grantor's option if the grantor knows or
has reason to believe that the grantor's
net worth has fallen below $5,000,000;

(iv) segregates daily, exclusively for the
benefit of purchasers, money, exempted
securities (within the meaning of section
78c(a)(12) of title 15), commercial paper,
bankers' acceptances, commercial bilis, or
unencumbered warehouse receipts, equal
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to an amount by which the value of each
transaction exceeds the amount received
or to be received by the grantor for such
transaction;

(v) provides an identification number
for each transaction; and

(vi) provides confirmation of ail orders
for such transactions executed, including
the execution price and a transaction
identification number;

(B) the futures commission merchant is a
person who—

(i) has evidence that the grantor meets
the requirements specified in subclause
(A) of this clause;

(i1) treats and deals with ail money, se-
curities, or property received from its cus-
tomers as payment of the purchase price
in connection with such transactions, as
belonging to such customers until the ex-
piration of the term of the option, or, if
the customer exercises the option, until
all rights of the customer under the com-
modity option transaction have been ful-
filied;

(ii}) records each transaction in its cus-
tomer’s name by the transaction identifi-
cation number provided by the grantor;

(lv) provides a disciosure statement to
its customers, under regulations of the
Commission, that discloses, among other
things, all costs, including any markups or
commissions involved in such transaction;
and

(C) the grantor and futures commission
merchant comply with any additional uni-
form and reasonable terms and conditions
the Commission may prescribe, inciuding
registration with the Commission.

The Commission may permit persons not domi-
ciled in the United States to grant options
under this subsection, other than options on a
commodity specifically set forth in section 2 of
this title prior to October 23, 1974, under such
additional rules, regulations, and orders as the
Commission may adopt to provide protection to
purchasers that are substantially the equiva-
lent of those applicable to grantors domiciled in
the United States, The Commission may termi-
nate the right of any person to grant, offer, or
seli options under this subsection oniy after a
hearing, including a finding that the continu-
ation of such right is contrary to the public in-
terest: Provided, That pending the compietion
of such termination proceedings, the Commis-
sion may suspend the right to grant, offer, or
sell options of any person whose activities in
the Commission’s judgment present a substan-
tial risk to the public interest.

(e) Rules and regulations

The Commission may adopt rules and reguia-
tions, after public notice and opportunity for a
hearing on the record, prohibiting the granting,
issuance, or sale of options permitted under
subsection (d) of this section if the Commission
determines that such options are contrary to
the public interest.
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(f) Nonappllcability to forelgn currency options

Nothing in this chapter shall be deemed to
govern or in any way be applicable to any trans-
action in an option on foreign currency traded
on a nationai securities exchange.

(Sept. 21, 1922, ch. 369, § 4c, as added June 15,
1936, ch. 545, § 5, 49 Stat. 1494, and amended
Oct. 23, 1974, Pub. L. 93-463, title I, § 103(a),
title IV, §402, 88 Stat. 1392, 1412; Sept. 30,
1978, Pub. L. 95-405, § 3, 92 Stat, 867; Jan. 11,
1983, Pub. L. 97-444, title I, § 102, title II, § 206,
96 Stat. 2296, 2301.)

AMENDMENTS

1983—Subsec. (a)(B). Pub, L. 97-444, § 206(1), redes-
lgnated par, (C) as (B), Former par. (B), relating to
transactions Involving any commodity specifically set
forth in section 2 of this title, prior to October 23,
1974, if such transactions were of the character of, or
were commonly known to the trade as, an “option”,
“privilege”, “Indemnity”, *bld"”, “offer”, “put”, “call”,
“a(tivance guaranty”, or “decline guaranty", was struck
out.

Subsec, (a)(C). Pub, L. 97-444, § 206(1), redesignated
par. (C) as (B),

Subsec. (b), Pub. L. 97-444, § 206(2), in revising sec-
tion generally, struck out references to any transac-
tion subject to the provislons of subsection (a) of this
section and to any commodity not specifically set
forth In section 2 of this title, prior to October 23,
1974, and struck out “within one year after the effec-
tive date of the Commodity Futures Trading Comms-
sion Act of 1974 unless the Commissfon determines
and notifles the Senate Committee on Agriculture,
Nutrition, and Forestry and the House Committee on
Agriculture that it {s unable to prescribe such terms
and conditions within such period of time:" following
“such terms and eonditions as the Commisslon shall
prescribe”,

Subsec. (c), Pub, L. 97-444, § 206(3), added: “With re-
spect to any commodity regulated under this chapter
and specifically set forth in section 2 of this title prior
to October 23, 1974, the Commission may, pursuant to
the procedures set forth in this subsection, establish a
pilot program for a period not to exceed three years to
permit such commodity option transactions, The Com-
mission may authorize commodity option transactions
during the pilot program in as many commodities as
will provide an adequate test of the trading of such
option transactions. After completion of the pllot pro-
gram, the Commission may authorize commodity
option transactions without regard to the restrictions
in the pilot program after the Commission transmits
to the House Committee on Agriculture and the
Senate Committee on Agriculture, Nutrition, and For-
estry the documentation required under clause (1) of
the first sentence of this subsection and the expiration
of thirty calendar days of continuous session of Con-
gress after the date of such transmittal.”

Subsec. (d)(1). Pub. L. 97-444, § 206(4)(A), inserted
“, other than a commodity specifically set forth in sec-
tion 2 of this title prlor to October 23, 1974," after
“physical commodity".

Subsec. (d)(2). Pub, L. 97-444, § 206(4)(B), inserted
“, other than a commodity specifically set forth in sec-
tion 2 of this title prior to October 23, 1974," after
“subsection (b) of this sectlon” In the provisions pre-
ceding subpar. (A).

Pub. L, 97-444, §206(4XC), inserted *, other than
options on a commodity specificaliy set forth in sec-
tion 2 of this title prior to October 23, 1974, after
“The Commission may permit persons not domiciled
in the United States to grant options under this sub-
section” in the provisions following par. (2).

Subsec, (f). Pub. L, 97-444, § 102, added subsec. (f).
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1978—8ubsec. (a). Pub., L, 85-405, § 3(1), in provisions
following par. (C) substituted “have been approved”
for “not have been disabproved”,

Subsec. (b). Pub, L. 95-405, §3(2), substituted
“Senate Committee on Agriculture, Nutrition, and
Forestry"” for “Senate Committee on Agriculture and
Forestry".

Subsecs, (¢) to (e). Pub. L. 85-405, § 3(3), added sub-
gecs. (¢) to (e).

1974—Subsec. (a). Pub, L. 03-463, §§103(a), 402(n),
(b), (d), designated existing provisions as subsec. (a), in
par. (B) of subsec. (a) as so designated inserted “if
such transaction involves any commodity specifically
set forth in section 2 of this title, brior to the enact-
ment of the Commodity Futures Trading Commission
Act of 1874, and” and "‘option”, and in the provisions
following par. (C), struck out provisions prohibiting a
construction of this section or section 6b of this title
which would impair any State law applicable to any
transaction enumerated or described in this section or
section 6b of this title and substituted “Commission”
for “Secretary of Agriculture”. tion of such contract market, and that such

Subsec. (b). Pub, L. 93-463, § 402(c), added subsec. share thereof as in the normal course of busi-
(b), ness shall be necessary to margin, guarantee,

EFFECTIVE DATE OF 1083 AMENDMENT secure, transfer, adjust, or settle the con-
tracts or trades of such customers, or result-

Amendment by Pub, L. 7-444 effective Jan. 11, ing market positions, with the clearinghouse
1983, see section 239 of Fub. L. 87-444, set out as an organization of such contract market or with
Effective Date of 1983 Amendment note under section g TKeL or w
2 of this title. any member of such contract market, may be

withdrawn and applied to such purposes, in-
EFFECTIVE DATE OF 1078 AMENDMENT cluding the payment of commissions, broker-

Amendment by Pub. L. 85-405 effective Oct. 1, 1978, age, interest, taxes, storage, and other
see section 28 of Pub. L. 85-405, set out as an Effective charges, lawfully accruing in connection with
Date of 1978 Amendment note under section 2 of this such contracts and trades: Provided further,
title. That in accordance with such terms and con-
ditions as the Commission may prescribe by
rule, regulation, or order, such money, securi-
ties, and property of the customers of such
futures commission merchant may be com-
mingled and deposited as provided in this sec-
tion with any other money, securities, and
property recelved by such futures commission
merchant and required by the Commission to
be separately accounted for and treated and
dealt with as belonging to the customers of
such futures commission merchant: Provided
Jurther, That such money may be invested in
obligations of the United States, in general
obligations of any State or of any political
subdivision thereof, and in obligations fully
guaranteed as to principal and interest by the
United States, such investments to be made
in accordance with such rules and regulations
and subject to such conditions as the Com-
mission may prescribe.

celved by such person to margin, guarantee,
or secure the trades or contracts of any cus-
tomer of such person, or accruing to such cus-
tomer as the result of such trades or con-
tracts, as belonging to such customer. Such
money, securities, and property shall be sepa-
rately accounted for and shall not he commin-
gled with the funds of such commission mer-
chant or be used to margin or guarantee the
trades or contracts, or to secure or extend the
credit, of any customer or person other than
the one for whom the same are held: Pro-
vided, however, That such money, securities,
and property of the customers of such futures
commission merchant may, for convenience,
be commingied and deposited in the same ac-
count or accounts with any bank or trust
company or with the ciearing house organiza-

EFFECTIVE DATE OF 1974 AMENDMENT

For effective date of amendment by Pub. L. 83-463,
see section 418 of Pub, L. 03-463, set out as a note
under section 2 of this title.

EFFECTIVE DATE

See Effective Date of 1836 Amendment note set out
under section 1 of this title.

Cross REFERENCES

Punishment for violating the provisions of this sec-
tion, see section 13 of this title,

SECTION REFERRED TO IN OTHER SECTIONS

This section s referred to in sections 2, 6a, 12a, 13,
16, 25 of this title; title 11 section 761.

§ 6d. Dealing by unregistered futures commission
merchants or introducing brokers prohibited;
duties of merchants regarding monies and securi-
ties of customers

It shall be unlawful for any person to engage
as futures commission merchant or introducing
broker in soliciting orders or accepting orders
for the purchase or sale of any commodity for
future delivery, or involving any contracts of
sale of any commodity for future delivery, on
or subject to the rules of any contract market
unless—

(1) such person shail have registered, under

1t shall be unlawful for any person, including
but not limited to any clearing agency of a con-
tract market and any depository, that has re-
celved any money, securities, or property for
deposit in a separate account as provided in
paragraph (2) of this section, to hold, dispose
of, or use any such money, securities, or proper-
ty as belonging to the depositing futures com-

this chapter, with the Commission as such fu-
tures commission merchant or introducing
broker and such registration shall not have
expired nor been suspended nor revoked; and

(2) such person shall, if a futures commis-
sion merchant, whether a member or non-
member of a contract market, treat and deal
with all money, securities, and property re-

mission merchant or any person other than the
customers of such futures commission mer-
chant.

(Sept. 21, 1922, ch. 369, § 4d, as added June 15,
1936, ch. 545, § 5, 49 Stat. 1494, and amended
Feb, 19, 1968 Pub. L. 90-258, § 6, 82 Stat. 2T,
Oct. 23, 1974, Pub. L. 93-463, title I, § 103(a), 88
Stat. 1392; Sept. 30, 1978, Pub, L. 95-405, § 4, 92
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Stat. 869; Jan, 11, 1983, Pub. L. 97-444, title II,
§ 207, 96 Stat. 2302.)

AMENDMENTS

1983—Pub. L. 97-444, § 207(1), added reference to in-
troducing brokers in the provisions preceding par, (1).

Par, (1). Pub. L. 97-444, § 207(2), inserted “or Intro-
ducing broker" after “futures commission merchant"”,

Par. (2). Pub. L. 97-444, § 207(3), inserted “if a fu-
tu;tlaf commission merchant,” after *“such person
shall,”.

1978—Pub. L. 85-405 in par. (2) added provisions
authorizing the Commission to prescribe the terms
and conditions under which funds and property com-
mingled and deposited as permitted by par. (2) may be
commingled and deposited with other funds and prop-
erty recelved by a futures commission merchant and
required by the Commission to be separately account-
ed for and treated as belonging to its customers.

1974—Pub. L. 93-463 substituted “Commission” for
“Secretary of Agriculture” in pars. (1) and (2).

1968—Pub. L. 80-258 deleted from second proviso of
first par. authorization for investment of customer
funds in investment securities of the kind national
banking associations may buy or in loans secured by
negotiable warehouse receipts conveying or securing
title to readily marketable commodities to the extent
of the current loan value of such receipts and added
second par, making it unlawful for any person, includ-
ing a clearing agency of a contract market or any de-
pository, to treat customer funds as belonging to any
person other than the customer, respectively.

EFrECTIVE DATE oF 18983 AMENDMENT

Amendment by Pub. L. 87-444 effective 120 days
after Jan. 11, 1983, or such earller date as the Commls-
slon shall prescribe by reguiation, see section 239 of
Pub, L. 97-444, set out as an Effective Date of 1883
Amendment note under section 2 of this title.

EFPFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub, L. 85-405 effective Oct. 1, 1878,
see section 28 of Pub. L. 85-405, set out as an Effective
Date of 1978 Amendment note under section 2 of this
title.

EFFECTIVE DATE oF 1874 AMENDMENT

For effective date of amendment by Pub. L. 93-463,
see section 418 of Pub. L. 93-463, set out as a note
under section 2 of this titie.

Ei : 2cTIVE DATE oF 1968 AMENDMENT

Amendment by Pub. L. 80-258 effective 120 days
after Feb. 19, 1968, see section 28 of Pub. L, 80-258, set
out as a note under section 2 of this title.

EFFECTIVE DATE

See Effective Date of 1936 Amendment note set out
under section 1 of this title.

CROSS REFERENCES

Punishment for violating the provisions of this sec-
tion, see section 13 of this title.

SECTION REFERRED TO IN OTHER SECTIONS
This section Is referred to In section 13 of this title.

§ 6e, Floor brokers; dealings by unregistered broker
prohibited

It shall be unlawfui for any person to act as
floor broker in executing any orders for the
purchase or sale of any commodity for future
delivery, or involving any contracts of sale of
any commodity for future delivery, on or sub-
ject to the rules of any contract market unless
such person shall have registered, under this

TITLE 7-AGRICULTURE

Page 20

chapter, with the Commission as such floor
broker and such registration shall not have ex-
pired nor been suspended nor revoked.

(Sept. 21, 1922, ch. 369, § 4e, as added June 15,
1936, ch. 545, § 5, 49 Stat. 1495, and amended
Got. 23, 1974, Pub. L. 93-463, title I, § 103(a), 88
Stat. 1392.)

AMENDMENTS

1974—Pub. L. 93-463 substituted “Commission” for
“Secretary of Agriculture”,

EFFECTIVE DATE OF 1974 AMENDMENT

For effective date of amendment by Pub. L. 8#3-463,
see section 418 of Pub. L. 83-463, set out as a note
under section 2 of this title.

EFFECTIVE DATE

See Effective Date of 1836 Amendment note set out
under section 1 of this title.

CROSS REFERENCES

Punishment for violating the provisions of this sec-
tion, see section 13 of this title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 13 of this title.

§ 6f. Registration of futures commission merchants,
introducing brokers, and floor brokers; financial
requirements for futuvres commission merchants
and introducing brokers

(1) Any person desiring to register as a fu-
tures commission merchant, introducing
broker, or floor broker hereunder shali be regis-
tered upon application to the Commission. The
application shail be made in such form and
manner as prescribed by the Commission,
giving such information and facts as the Com-
mission may deem necessary concerning the
business in which the applicant is or will be en-
gaged, including in the case of an application of
a futures commission merchant or an introduc-
ing broker, the names and addresses of the
managers of all branch offices, and the names
of such officers and partners, if a partnership,
and of such officers, directors, and stockhold-
ers, if a corporation, as the Commission may
direct. Such person, when registered hereunder,
shall likewise continue to report and furnish to
the Commission the above-mentioned informa-
tion and such other information pertaining to
such person’s business as the Commission may
require. Each registration shall expire on De-
cember 31 of the year for which issued or at
such other time, not iess than one year from
the date of issuance, as the Commission may by
rule, regulation, or order prescrlbe, and shall be
renewed upon application therefor unless the
registration has been suspended (and the
period of such suspension has not expired) or
;evoked pursuant to the provisions of this chap-

er.

(2) Notwithstanding any other provisions of
this chapter, no person desiring to register as
futures commission merchant or as introducing
broker shall be so registered unless he meets
such minimum financial requirements as the
Commission may by regulation prescribe as nec-
essary to insure his meeting his obligation as a
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registrant, and each person so registered shall
at all times continue to meet such prescribed
minimum financial requirements: Provided,
That such minimum financial requirements will
be considered met if the applicant for registra-
tion or registrant is a member of a contract
market and conforms to minimum financial
standards and reiated reporting requirements
set by such contract market in its bylaws, rules,
regulations, or resoiutions and approved by the
Commission as adequate to effectuate the pur-
poses of this paragraph (2).

(Sept. 21, 1922, ch. 369, § 4f, as added June 15,
1936, ch. 545, §5, 49 Stat. 1495, and amended
Feb. 19, 1968, Pub, L. 90-258, § 7, 82 Stat. 28;
Oct. 23, 1974, Pub. L. 93-463, title I, § 103(a), 88
Stat. 1392; Sept. 30, 1978, Pub. L. 95-405, § 5, 92
Stat. 869; Jan. 11, 1983, Pub. L. 97-444, title II,
§ 208, 96 Stat. 2302.)

AMENDMENTS

1983—Par. (1), Pub. L. 97-444, § 208(1), made gram-
matical changes, made registration provisions applica-
ble to introducing brokers, and substituted “revoked
pursuant to the provisions of this chapter” for ‘“re-
voked after notice and hearing as prescribed in this
ehapter”.

Par. (2). Pub. L. 97-444, § 208(2), made the financia!
requirements applicable to Introducing brokers.

1978—Par. (1). Pub, L. 95-405 substituted “Eacn reg-
istration shall expire on December 31 of the year for
which issued or at such other time, not less than one
year from the daie of Issuance, as the Commission
may by rule, regulation, or order prescribe” for “All
registrations shall expire on the 31st day of December
of the year for which i{ssued”.

1974—Pub, L. 93-463 substituted ‘“Commission’ for
“Secretary of Agriculture”.

1968—Par. (1). Pub. L. 90-258, §7(a), substituted
“this chapter” for “section 6g of this title”.

Par. (2), Pub, L, 90-258, § 7(b), substituted provisions
that prescribed financial requirements for registration
as futures commission merchant be met and continued
at all times and that such requirements will be consid-
ered met by membership in a contract market and
compliance with its minimum financial standards and
related reporting requirements for former provisions
for display of futures commission merchants’ registra-
tion eertificates.

EfFECTIVE DATE OF 1983 AMENDMENT

Amendment by Pub. L. 97-444 effective Jan. 11,
1983, see section 239 of Pub. L. 97-444, set out as an
Effective Date of 1983 Amendment note under seetion
2 of this titie.

EfFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L, 95-405 effective Oct. 1, 1878,
see section 28 of Pub. L. 85-405, set out as an Effective
Date of 1978 Amendment note under section 2 of this
titie.

EffFECTIVE DATE of 1974 AMENDMENT

For effective date of amendment by Pub, L. 93-463,
see section 418 of Pub. L. 93-463, set out as a note
under section 2 of this title.

EfrFECTIVE DATE OF 1968 AMENDMENT

Amendment by Pub, L. 90-258 effective 120 days
after Feb. 19, 1968, see section 28 of Pub. L. 90-258, set
out as a note under section 2 of this title.

EFFECTIVE DATE

See Effective Date of 1936 Amendment note set out
under section 1 of this title.
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CRoss REFERENCES

Punishment for violating the provisions of this sec-
tion, see sectlon 13 of this title.

§ 6g. Reporting and recordkeeping

(1) Every person registered hereunder as fu-
tures commission merchant, introducing
broker, or floor broker shall make such reports
as are required by the Commission regarding
the transactions and positions of such person,
and the transactions and positions of the cus-
tomer thereof, in commodities for future deliv-
ery on any board of trade in the United States
or elsewhere; shall keep hcoks and records per-
taining to such transactions and positions in
such form and manner and for such period as
may be required by the Commission; and shall
keep such books and records open to inspection
by any representative of the Commission or the
United States Department of Justice.

(2) Every clearinghouse and contract market
shall maintain dafly trading records. The dalily
trading records shall include such information
as the Commission shall prescribe by rule.

(3) Floor brokers, introducing brokers, and fu-
tures commission merchants shall maintain
daily trading records for each customer in such
manner and form as to be identifiable with the
:{ades referred to in paragraph (2) of this sec-

on.

(4) Dally trading records shall be maintained
in a form suitable to the Commission for such
period as may be required by the Commission.
Reports shall be made from the records main-
tained at such times and at such places and in
such form as the Commission may prescribe by
rule, order, or regulation in order to protect the
public interest and the interest of persons trad-
ing in commodity futures.

(5) Before the beginning of trading each day,
the exchange shall, insofar as is practicable and
under terms and conditions specified by the
Commission, make public the volume of trading
on each type of contract for the previous day
and such other Information as the Commission
deems necessary in the public interest and pre-
scribes by rule, order, or regulation.

(6) Nothing contained in this section shall be
construed to prohibit the Commission from
making separate determinations for different
ciearinghouses, contract markets, and ex-
changes when such determinations are warrant-
ed in the judgment of the Commission.

(Sept. 21, 1922, ch. 369, § 4g, as added June 15,
1936, ch. 545, § 5, 49 Stat. 1496, and amended
Feb. 19, 1968, Pub. L. 90-258, § 8, 82 Stat. 28;
Oct. 23, 1974, Pub, L. 93-463, title 1. § 103(a), (f),
title IV, §415, 88 Stat. 1392, 1415; Sept. 30,
1978, Pub. L. 95-405, § 6, 92 Stat. 869; Jan. 11,
1983, Pub. L. 97-444, title 1I, § 209, 96 Stat.
2302.)

AMENDMERTS

1983—Par. (1). Pub. L. 97-444, §209(1), made the re-
porting and reeordkeeping requirements applicable to
introducing brokers.

Par. (2). Pub. L. 97-444, § 209(2), made the customer
daily trading records requirement applicable to intro-
ducing brokers.
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1978-Par. (3). Pub. L. 95-405 substituted "Floor bro-
kers" for ‘‘Brokers".

1974—Par. (1), Pub. L. 93-463, §§ 103(a), (), 415, des-
ignated existing provisions as par. (1) and in par. (1) as
so designated substituted “Commission’ for “Secre-
tary of Agriculture” and “United States Department
of Agriculture”.

Pars. (2) to (6). Pub. L. 93-463, §415, added pars. (2)
to (6),

1968—Pub. L. 90-258 rephrased existing provisions to
express the reporting and recordkeeping requirements
as a positive obligation of futures commission mer-
chants and floor brokers, rather than as a ground for
revoking or suspending registration and struck out
provisions for revocation or suspension of registration.
See section 9 of this title.

EFFECTIVE DATE OF 1983 AMENDMENT

Amendment by Pub, L. 97-444 effective Jan. 11,
1983, see section 239 of Pub. L. 97-444, set out as an
Effective Date of 1983 Amendment note under section
2 of this title.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub, L. 95-405 effeetive Oct. 1, 1978,
see section 28 of Pub. L. 95-405, set out as an Effective
Date of 1978 Amendment note under section 2 of this
title,

EFFECTIVE DATE oF 1974 AMENDMENT

For effective date of amendment by Pub, L. 93-463
see section 418 of Pub, L. 93-463, set out as a note
under section 2 of this title.

EFFECTIVE DATE OF 1968 AMENDMENT

Amendment by Pub, L, 90-258 effective 120 days
after Feb, 19, 1968, see section 28 of Pub. L. 90-258, set
out as a note under section 2 of this title.

EFFECTIVE DATE

See Effective Date of 1936 Amendment note set out
under section 1 of this title.

§ 6h. False self-representation as contract market
member prohibited

It shall be unlawful for any person falsely to
represent such person to be a member of a con-
tract market or the representative or agent of
such member, or to be a registrant under this
chapter or the representative or agent of any
registrant, in soliciting or handling any order or
contract for the purchase or sale of any com-
modity In interstate commerce or for future de-
livery, or falsely to represent In connection
with the handling of any such order or contract
that the same Is to be or has been executed on,
or by or through a member of, any contract
market.

(Sept. 21, 1922, ch. 369, § 4h, as added June 15,
1936, ch. 545, §5, 49 Stat. 1496, and amended
Jan. 11, 1983, Pub. L. 97-444, title 11, § 210, 96
Stat. 2302.)

AMENDMENTS

1983—Pub. L. 97-414 deieted provisions formerly des-
ignated as par. (1) relating to the conduct of offices or
places of business anywhere in the United States or its
territories that were used for dealing in commodities
for future delivery unless such dealings were executed
or consummated by or through a member of a con-
tract market, which provisions were transferred to sec-
tion 6(a) of this titie, and broadened the remaining
provisions, formerly designated as par. (2), to prohibit
false representations that a person is registered with
the Commission in any capacity, and not only as a fu-
tures commission merchant, as previously provided.
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EFFECTIVE DATE oF 1983 AMENDMENT

Amendment by Pub., L. 97-444 effective Jan. 11,
1983, see section 239 of Pub, L. 97-444, set out as an
Effective Date of 1983 Amendment note under section
2 of this title.

EFFECTIVE DATE

See Effective Date of 1936 Amendment note set out
under section 1 of this title,

CROSS REFERENCES

Punishment for violating the provisions of this sec-
tion, see section 13 of this titie.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 13 of this titie.

§ 6i. Reports of deals equal to or In excess of trading
limits; hooks and records; cash and controlled
transactions

It shall be unlawful for any person to make
any contract for the purchase or sale of any
commodlty for future delivery on or subject to
the rules of any contract market—

(1) if such person shall directly or indirectly
make such contracts with respect to any com-
modity or any future of such commodity
during any one day in an amount equal to or
in excess of such amount as shall be fixed
from time to time by the Commission, and

(2) if such person shall directly or indirectly
have or obtain a long or short position in any
commodity or any future of such commodity
equal to or in excess of such amount as shall
bie fixed from time to time by the Commis-
sion,

unless such person files or causes to be filed
with the properly designated officer of the
Commission such reports regarding any trans-
actions or positions described in clauses (1) and
(2) hereof as the Commission may by rule or
regulation require and unless, in accordance
with rules and regulations of the Commission,
such person shall keep books and records of all
such transactions and positions and transac-
tions and positions in any such commodity
traded on or subject to the rules of any other
board of trade, and of cash or spot transactions
in, and inventories and purchase and sale com-
mitments of such commodity. Such books and
records shall show complete detalls concerning
all such transactions, positions, inventories, and
commitments, includlng the names and address-
es of all persons having any interest therein,
and shall be open at all times to inspection by
any representative of the Commission or the
Department of Justice. For the purposes of this
section, the futures and cash or spot transac-
tions and positions of any person shall include
such transactions and positions of any persons
directly or indireetly controlled by such person.

(Sept. 21, 1922, ch. 369, §4i, as added June 15,
1936, ch. 545, §5, 49 Stat. 1496, and amended
Feb. 19, 1968, Pub. L. 90-258, §9, 82 Stat. 28;
Oct. 23, 1974, Pub. L. 93-463, title I, § 103(a), (I),
88 Stat. 1392; Jan. 11, 1983, Pub. L. 97-444, title
11, § 211, 96 Stat. 2303.)
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AMENDMENTS

1983—Pub, L. 97-444 amended section generally by
substantlally restating provislons and adding require-
ment that persons whose transactions and positions in
any cash commodity or commodity future are equal to
or in excess of amounts fixed by the Commission,
must keep books and rccords of such transactions and
positions as weil as books and records of any such
commodity traded on or subject to rules of any other
board of trade, whether or not such person is required
to file reports with the Commission concerning such
transactlons and posltions.

1974—Pub. L. 93-463 substituted “Commission’ for
“Secretary of Agriculture” and “United States Depart-
ment of Agriculture',

1968—Pub. L. 90-258 requlred recordkeeping of posi-
tions and of cash or spot transactions in commodities
entered into, and inventories and purchase and sale
commitments of commodities held, in any month in
which reports are requlred to be kept, including de-
tails concerning positions, Inventorles, and commit-
ments, and included controlled transactions and posi-
tions in the futures and cash or spot transactions and
positions of any person.

EFFECTIVE DATE OF 1983 AMENDMENT

Amendment by Pub., L. 97-444 effective Jan. 11,
1983, see section 239 of Pub. L. 97-444, set out as an
Effective Date of 1983 Amendment note under section
2 of this titie.

EFFECTIVE DATE OF 1974 AMENDMENT
For effectlve date of amendment by Pub. L. 93-463,

see section 418 of Pub, L. 93-463, set out as a note
under section 2 of this title.

EFFECTIVE DATE OF 1968 AMENDMENT

Amendment by Pub, L. 90-258 effective 120 days
after Feb. 19, 1968, see section 28 of Pub. L. 90-258, set
out as a note under section 2 of this title.

EFFECTIVE DATE

See Effective Date of 1836 Amendment note set out
under section 1 of this title.

CROSS REFERENCES

Punishment for vlolating the provisions of this sec-
tion, see section 13 of this title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 13 of this title,

§ 6j. Trades and executions by floor brokers; trades
by futures commission merchants

(1) The Commission shall within nine months
after the effective date of the Commodity Fu-
tures Trading Commission Act of 1974, and sub-
sequently when it determincs that changes are
required, make a determination, after notice
and opportunity for hearing, whether or not a
floor broker may trade for his own account or
any account in which such broker has trading
discretion, and also execute a customer's order
for future delivery and, if the Commission de-
termines that such trades and such executions
shaii be permitted, the Commission sball fur-
ther determine the terms, conditions, and cir-
cumstances under which such trades and such
executions shall be conductcd: Provided, That
any such determination shali, at a minimum,
take into account the effect upon the liquidity
of trading of each market: And provided fur-
ther, That nothing herein shall be construed to
prohibit the Commission from making separate
determinations for different contract markets
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when such are warranted in the judgment of
the Commission, or to prohibit contract mar-
kets from setting terms and conditions more re-
strictive than those set by the Commission.

(2) The Commission shali within nine months
after the effective date of the Commodity Fu-
tures Trading Commission Act of 1874, and sub-
sequently when it determines that changes are
required, make a determination, after notice
and opportunity for hearing, whether or not a
futures commission merchant may trade for its
own account or any proprietary account, as de-
fined by the Commission, and if the Commis-
sion determines that such trades shall be per-
mitted, the Commission shall further deter-
mine the terms, conditions, and circumstances
under which such trades shall be conducted:
Provided, That any such determination, at a
minimum, shall take into account the effect
upon the liquidity of trading of each market:
And provided further, That nothing herein
shall be construed to prohibit the Commission
from making separate determinations for dif-
ferent contract markets when such are war-
ranted in the judgment of the Commission, or
to prohibit contract markets from setting terms
and conditions more restrictive than those set
by the Commission.

(Sept. 21, 1922, ch. 369, §4j, as added Oct. 23,
1974, Pub. L. 93-463, title II, § 203, 88 Stat.
1396, and amended Apr. 16, 1975, Pub. L. 94-186,
§ 2, 79 Stat. 77.)

REFERENCES IN TEXT

For the effective date of the Commodity Futures
Trading Commission Act of 1874, referred to in pars.
(1) and (2), see sectlon 418 of Pub. L. 83-463, set out as
an Effective Date of 1874 Amendment note under sec-
tion 2 of this title.

AMENDMENTS

1975—Pub, L. 94-16 substituted “nine months" for
“slx months" in pars. (1) and (2).

EFFECTIVE DATE

For effective date of section, see section 418 of Pub,
L. 93-463, set out as an Effective Date of 1974 Amend-
ment note under section 2 of this tltle.

8 6k. Registration of associates of futures commission
merchants, commodity pool operators, and com-
modity trading advisors; required disclosure of
disqualifications

(1) It shall be unlawful for any person to be
associated with a futures commission merchant
as a partner, officer, or employee, or to be asso-
ciated with an introducing broker as a partner,
officer, employee, or agent (or any person occu-
pying a similar status or performing similar
functions), in any capacity that involves (i) the
solicitation or acceptance of customers' orders
(other than in a clerical capacity) or (ii) the su-
pervision of any person or persons so engaged,
unless such person 1s registered with the Com-
mission under this chapter as an assoclated
person of such futures commission merchant or
of such introducing broker and such registra-
tion shall not have expired, been suspended
(and the period of suspension has not expired),
or been revoked. It shall be unlawful for a fu-
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tures commission merchant or introducing
broker to permit such a person to become or
remain associated with the futures commission
merchant or introducing broker in any such ca-
pacity if such futures commission merchant or
introducing broker knew or should have known
that such person was not so registered or that
such registration had expired, been suspended
(and the period of suspension has not expired),
or been revoked. Any indijvidual who is regis-
tered as a floor broker, futures commission
merchant, or introducing broker (and such reg-
istration is not suspended or revoked) need not
also register under this paragraph.

(2) It shall be unlawful for any person to be
associated with a commodity pool operator as a
partner, officer, employee, consultant, or agent
(or any person occupying a similar status or
performing similar functions), in any capacity
that involves (i) the solicitation of funds, secu-
rities, or property for a participation in a com-
modity pool or (iI) the supervision of any
person or persons so engaged, unless such
person is registered with the Commission under
this chapter as an associated person of such
commodity pool operator and such registration
shall not have expired, been suspended (and
the period of suspension has not expired), or
been revoked. It shall be unlawful for a com-
modity pool operator to permit such a person
to become or remain associated with the com-
modlty pool operator in any such capacity if
the commodity pool operator knew or should
have known that such person was not so regis-
tered or that such registration had expired,
been suspended (and the perlod of suspension
has not expired), or been revoked. Any individ-
ual who is registered as a floor broker, futures
conimission merchant, introducing broker, com-
modity pool operator, or as an associated
person of another category of registrant under
this section (and such registration is not sus-
pended or revoked) need not also register under
this paragraph. The Commission may exempt
any person or class of persons from having to
register under this paragraph by rule, regula-
tion, or order.

(3) It shall be uniawful for any person to be
assoclated with a commodity trading advisor as
a partner, officer, employee, consultant, or
agent (or any person occupying a similar status
or performing similar functions), in any capac-
ity which involves (i) the solicitation of a cli-
ent's or prospective client's discretionary ac-
count or (il) the supervision of any person or
persons so engaged, unless such person is regis-
tered with the Commission under this chapter
as an associated person of such commodity
trading advisor and such registration shall not
have expired, been suspended (and the period
of suspension has not expired), or been re-
voked. It shall be unlawful for a commodity
trading advisor to permit such a person to
become or remain assocjated with the commod-
ity trading advisor in any such capacity if the
commodity trading advisor knew or should have
known that such person was not so registered
or that such registration had expired, been sus-
pended (and the period of suspension has not
expired), or been revoked. Any indiviudal who
is registered as a floor broker, futures commis-
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sion merchant, introducing broker, commodity
trading advisor, or as an associated person of
another category of registrant under this sec-
tion (and such registration is not suspended or
revoked) need not also register under this para-
graph. The Commission may exempt any
person or class of persons from having to regis-
ter under this paragraph by rule, regulation, or
order.

(4) Any person desiring to be registered as an
associated person of a futures commission mer-
chant, of an introducing broker, of a commod-
ity pool operator, or of 8 commodity trading ad-
visor shall make application to the Commission
in the form and manner prescribed by the Com-
mission, giving such information and facts as
the Commission may deem necessary concern-
ing the applicant. Such person, when registered
hereunder, shall likewise continue to report
and furnish to the Commission such informa-
tion as the Com.aission may require. Such reg-
istration shall expire at such time as the Com-
mission may by rule, regulation, or order pre-
scribe.

(5) It shall be unlawiul for any registrant to
permit a person to become or remain an associ-
ated person of such registrant, if the registrant
knew or should have known of facts regarding
such associated person that are set forth as
statutory disqualifications in section 12a(2) of
this title, unless such registrant has notified
the Commission of such facts and the Commis-
sion has determined that such person should be
registered or temporarily licensed.

(Sept. 21, 1922, ch. 369, § 4k, as added Oct. 23,
1974, Pub. L, 93-483, title II, § 204(a), 88 Stat.
1396, and amended Sept. 30, 1978, Pub. L.
95-405, §7, 92 Stat. 869; Jan. 11, 1983, Pub. L.
97-444, title II, § 212, 96 Stat. 2303.)

AMENDMENTS

1983—Par. (1). Pub. L. 97-444 generally amended
par. (1) to apply to introduclng brokers and persons
associated with introducing brokers.

Par. (2). Pub, L. 97-444 added par. (2). Former par.
(2) was redesignated (4).

Par. (3). Pub. L. 97-444 added par. (3). Former par.
(3), which had empowered the Commission to author-
ize a registered futures assocfation to perform any por-
tlon of the reglstration functlons under this section, In
accordance with rules approved by the Commission,
and subject to the provisions of this chapter applica-
ble to registrations granted by the Commission, was
struck out.

Par, (4). Pub. L. 97-444 redesignated former par. (2)
as (4) and in par. (4) as so redesignated substituted
“Any person desiring to be registered as an assocfated
person of a futures commission merchant, of an Intro-
ducing broker, of a commodity pool operator, or of a
commodity trading advisor shall make application 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 contlnue to report and furnish to the
Commlssion such informatlon as the Commission may
require. Such registration shall expire at such tlme as
the Commission may by rule, regulation, or order pre-
scribe” for "Any such person desiring to be registered
shall make application to the Commissfon in the form
and manner prescribed by the Commission, giving
such informatlon and facts as the Commission may
deem necessary concerning the applicant. Such
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person, when registered hereunder, shall likewise con-
tinue to report and furnish to the Commission such in-
formation as the Commission may require, Such regis-
tration shall explre two years after the effective date
thereof or at such other time, not less than one year
from the date of issuance thereof, as the Commission
may by rule, reguiation, or order prescribe and shall
be renewed upon application therefor, unless the reg-
istration has been suspended (and the period of such
suspension has not expired) or revoked after notice
and hearing as prescribed in section 9 of this title: Pro-
vided, That upon initial registration, uniess the Com-
mission otherwise prescribes by rule, regulation, or
order, the effective period of such registration shali be
not more than two years nor less than one year from
the effective date thereof".

Par. (5), Pub, L. 97-444 added par, (5).

1978—Par. (2). Pub, L. 95-405, § 7(1), added provi-
sior.s authorizing the Commission to prescribe the
period of registration of not less than one year for as-
sociated persons.

Par. (3). Pub, L. 85-405, § 7(2), added par, (3).

ErPECTIVE DATE OF 1983 AMENDMENT

Amendment by Pub, L. 97-444 cffective 120 days
after Jan. 11, 1983, or such earlier date as the Commis-
slon shall prescribe by regulation, see section 239 of
Pub. L. 97-444, set out as an Effective Date of 1983
Amendment note under section 2 of this title.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L. 95-405 effective Oct. 1, 1978,
see section 28 of Pub. L. 95-405, set out as an Effective
Date of 1978 Amendment note under section 2 of this
title.

EFPFECTIVE DATE
For effective date of sectlon, see section 418 of Pub.

L. 93-463, set out as an Effective Date of 1974 Amend-
ment note under section 2 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 13, 21 of this
title.

§6l. Commodity trading advisors and commodity
pool operators; Congressional finding

It is hereby found that the activitles of com-
modity trading advisors and commodity pool
operators are affected with a national public in-
terest in that, among other things-—

(1) their advice, counsel, publlcations, writ-
ings, analyses, and reports are furnished and
distributed, and their contracts, solicitations,
subscriptions, agreements, and other arrange-
ments with clients take place and are negotl-
ated and performed by the use of the mails
and other means and instrumentallties of in-
terstate commerce;

(2) their advice, counsel, publications, writ-
ings, analyses, and reports customarily relate
to and their operations are directed toward
and cause the purchase and sale of commod-
ities for future delivery on or subject to the
rules of contract markets; and

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

(Sept. 21, 1922, ch. 369, § 4/, as added Oct, 23,
1974, Pub. L. 93-463, title II, § 205(a), 88 Stat.
1397.)

EFFECTIVE DATE

For effective date of section, see section 418 of Pub,
L. 93-463, set out as an Effective Date of 1974 Amend-
ment note under section 2 of this title.
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§ 6m. Use of malls or other means or instrumental-
itles of. interstate commerce by commodity trad-
ing advisors and commodity pool operators; rela-
tlon to other law

(1) It shall be unlawful for any commodity
trading advisor or commodity pool operator,
unless registered under this chapter, to make
use of the mails or any means or instrumentali-
ty of interstate commerce in connection with
his business as such commodity trading advisor
or commodity pool operator: Provided, That
the provisions of this section shail not apply to
any commaodity trading advisor who, during the
course of the preceding twelve months, has not
furnished commodity trading advice to more
than fifteen persons and who does not hold
himself out generally to the public as a com-
modity trading advisor. The provisions of this
section shall not apply to any commodity trad-
ing advisor who is a (1) dealer, processor,
broker, or seller in cash market transactlons of
any commodity specifically set forth in section
2 of this title prior to October 23, 1974, (or
products thereof) or (2) nonprofit, voluntary
membership, general farm organization, who
provides advice on the sale or purchase of any
commodity specifically set forth in section 2 of
this title prior to October 23, 1974; if the advice
by the person described in clause (1) or (2) of
this sentence as a commodity trading advisor is
solely incidental to the conduct of that person’s
business: Provided, That such person shali be
s;xbject to proceedings under section 18 of this
title.

(2) Nothing in this chapter shall relieve any
person of any obligation or duty, or affect the
availability of any right or remedy available to
the Securities and Exchange Commission or
any private party arising under the Securities
Act of 1933 [15 U.S.C. 77a et seq.] or the Securi-
ties Exchange Act of 1934 [15 U.S.C. T8a et
seq.] governing the issuance, offer, purchase, or
sale of securities of a commodity pool, or of per-
sons engaged in transactions with respect to
suctll securities, or reporting by a commodity
pooli.

(Sept. 21, 1922, ch. 369, § 4m, as added Oct. 23,
1974, Pub. L. 93-463, title 1I, § 205(a), 88 Stat.
1398, and amended Sept. 30, 1978, Pub. L.
95-405, § 8, 92 Stat, 870; Jan. 11, 1983, Pub. L.
97-444, title I, § 103, 96 Stat. 2296.)

REFERENCES IN TEXT

The Securities Act of 1933, referred to in par. (2), is
title I of act May 27, 1833, ch. 38, 48 Stat. 74, as
amended, which is classified generally to subchapter 1
(8 717a et seq.) of chapter 2A of Title 15, Commerce and
Trade. For complete classification of thls Act to the
Code, see section 77a of Title 15 and Tables.

The Securities Exchange Act of 1934, referred to in
par. (2), is act June 6, 1934, ch, 404, 48 Stat. 881, as
amended, which is classified principally to chapter 2B
(§78a et seq.) of Title 15, For complete classification
of this Act to the Code, see section 78a of Title 15 and
Tables.

AMENDMENTS

1083—Pub. L. 97-444, designated existing provisions
as par. (1) and added par. (2).

1878—Pub. L. 95-405 added provisions relating to the
applicability of this section to commodity trading advi-
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sors who are dealers, processors, brokers, or sellers in
cash market transactions of specifically listed com-
modities or nonprnfit, voluntary membershlp, general
farm organizations who provide advice on sale or pur-
chase of specificaily listed commodities if the advice
by the person described in cl. (1) or (2) of this sen-
tence is incidcntal solely to the conduct to the per-
son’'s business and that such person be subject to pro-
ceedings under section 18 of this title.

EFFECTIVE DATE OF 1983 AMENDMENT

Amendment by Pub. L. 97-444 effective Jan, 11,
1983, see section 239 of Pub, L. 97-444, set out as an
Effective Date of 1983 Amendmcent note under section
2 of this title.

EFrecTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L. 85-405 effective Oct. 1, 1978,
sce section 28 of Pub, L. §5-405, set out as an Effective
Date of 1978 Amendment note under scction 2 of this
title.

EFFECTIVE DATE

For effective date of section, see section 418 of Pub.
L. 93-463, set out as an Effective Date of 1974 Amend-
ment note under section 2 of this title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 13 of this title,

§ 6n. Registration of commodity trading advisors and
commodity pooi operators; application; expira-
tion and rvenewai; record keeping and reports;
disclosure; statements of aecount

(1) Any commodity trading advisor or com-
modity pool operator, or any person who con-
templates becoming a commodity trading advi-
sor or commodity pool operator, may register
under this chapter by filing an application with
the Commission. Such application shall contain
such information, in such form and detalil, as
the Commission may, by rules and regulations,
prescribe as necessary or appropriate in the
public interest, including the following:

(A) the name and form of organization, in-
cluding capital structure, under which the ap-
plicant engages or intends to engage in busi-
ness; the name of the State under the laws of
which he is organized; the location of his
principal business office and branch offices, if
any: the names and addresses of all partners,
officers, directors, and persons performing
similar functions or, if the applicant be an in-
dividual, of such individual; and the number
of employees;

(B) the education, the business affiliations
for the past ten years, and the present busi-
ness affiliations of the applicant and of his
partners, officers, directors, and persons per-
forming similar functions and of any control-
ling person thereof;

(C) the nature of the business of the appli-
cant, including the manner of giving advice
and rendering of analyses or reports;

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

(E) the basis upon which the applicant is or
will be compensated; and

(F) such other information as the Commis-
sion may require to determine whether the
applicant is qualified for registration.

(2) Each registration under this section shall
expire on the 30th day of June of each year, or
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at such other time, not less than one year from
the effective date thereof, as the Commission
may by rule, regulation, or order prescribe, and
shall be renewed upon application therefor sub-
ject to the same requirements as in the case of
an original application,

(3)(A) Every commodity trading advisor and
commodity pool operator registered under this
chapter shall maintain books and records and
flle such reports in such form and inanner as
may be prescribed by the Commission. Ali such
books and records shall be kept for a period of
at least three years, or longer if the Commis-
sion so directs, and shali be open to inspection
by any representative of the Commission or the
Department of Justice. Upon the request of the
Commission, a registered commodity trading
advisor or commodity pool operator shall fur-
nish the name and address of each client, sub-
scriber, or participant, and submit samples or
copies of all reports, letters, circulars, memo-
randums, publications, writings, or other litera-
ture or advice distributed to clients, subscribers,
or participants, or prospective clients, subscrib-
ers, or participants.

(B) Unless otherwise authorized by the Com-
mission by rule or regulation, all commodity
trading advisors and commodity pool operators
shall make a full and complete disclosure to
their subscribers, clients, or participants of all
futures market positions taken or held by the
individual principals of their organization,

(4) Every commodity pool operator shall reg-
ularly furnish statements of account to each
participant in his operations. Such statements
shall be in such form and manner as may be
prescribed by the Commission and shall include
complete information as to the current status
of all trading accounts in which such partici-
pant has an interest.

(Sept. 21, 1922, ch. 369, § 4n, as added Oct. 23,
1974, Pub. L. 93-463, title 1I, § 205(a), 88 Stat.
1398, and amended Sept. 30, 1978, Pub. L.
95-405, §9, 92 Stat. 870; Jan. 11, 1983, Pub. L.
97-444, title II, § 213, 96 Stat. 2305.)

AMENDMENTS

1983—Par. (5). Pub. L. 97-444 struck out par. (5)
which had authorized the Commission, without hear-
ing, to deny reglstration to any person as a commodity
trading advisnr or commodity pool operator if such
person was subjeet to an outstanding order under this
chapter denying to such person trading privileges on
any cnntract market, or suspending or revoking the
registration of such person as a commodity trading ad-
visor, commodity pool operator, futures commission
merchant, or fioor broker, or suspending or expeiiing
such person from membership on any contract
market.

Par. (6). Pub. L. 87-444 struck out par. (8) which had
authorized the Commission to deny registration or
revoke or suspend the registration of any commodity
trading advisor or commodity pool operator if the
Commission found that such denial, revocation, or sus-
pension was In the pubiic interest and that such
person had been guilty of certain specified activities.
See section 12a(2), (3), and (4) of this title.

1978—Par. (2). Pub. L. 95-405, § 9(1)-(3), redesignat-
ed former par. (3) as (2) and, in par. (2) as so redesig-
nated, substituted “Each registration' for “All regis-
trations” and inserted “or at such other time, not less
than one year from the effective date thereof, as the
Coinmission may rule, reguiation, or order prescribe,’
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following “June of each year,”". Former par. (2), which
provided that registration under this section bccomes
effective thirty days after the receipt of such applica-
tion by the Commission, or within such shorter period
of time as the Commission may determine, was struck
out.

Pars. (3) to (8). Pub. L. 95-405, § 9(1), redesignated
former pars. (4) to (7) as (3) to (6). Former par. (3) re-
designated (2).

ErreCTIVE DATE OF 1983 AMENDMENT

Amendment by Pub. L. 97-444 effective Jan, 11,
1983, see section 239 of Pub, L. 97-444, set out as an
Effective Date of 1983 Amendment note under section
2 of this title.

EFPECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L. 95-405 effective Oct. 1, 1978,
see section 28 of Pub. L. 95-405, set out as an Effective
Date of 1978 Amendment note under section 2 of this
title.

E¥FECTIVE DATE

For effective date of section, see section 418 of Pub.
L. 93-463, set out as an Effective Date of 1974 Amend-
ment note under section 2 of this title,

§60. Fraud and misrepresentation by commodity
trading advisors, commodity pool operators, and
associated persons

(1) It shall be unlawful for a commodity trad-
ing advisor, associated person of a commodity
trading advisor, commodity pool operator, or
associated person of a commodity pool opera-
tor, by use of the mails or any means or instru-
mentality of interstate commerce, directly or
indirectly—

(A) to employ any device, scheme, or arti-
fice to defraud any client or participant or
prospective client or participant; or

(B) to engage in any transaction, practice,
or course of business which operates as a
fraud or deceit upon any client or participant
or prospective client or participant.

(2) It shall be unlawful for any commodity
trading advisor, associated person of a commeod-
ity trading advisor, commodity pool operator,
or associated person of a commodity pool oper-
ator registered under this chapter to represent
or imply in any manner whatsoever that such
person has been sponsored, recommended, or
approved, or that such person's abilities or
qualifications have in any respect been passed
upon, by the United States or any agency or of-
ficer thereof. This section shall not be con-
strued to prohibit a statement that a person is
registered under this chapter as a commodity
trading advisor, associated person of a commod-
ity trading advisor, commodity pool operator,
or associated person of a commodity pool oper-
ator, if such statement is true in fact and if the
effect of such registration is not misrepresent-
ed.

(Sept. 21, 1922, ch. 369, § 40, as added Oct. 23,
1974, Pub, L. 93-463, title II, § 205(a), 88 Stat.
1399, and amended Sept. 30, 1978, Pub. L.
95-405, § 10, 92 Stat. 870; Jan, 11, 1983, Pub. L.
9'7-444, title II, § 214, 96 Stat, 2305.)

AMENDMENTS

1983--Par. (1). Pub. L. 87-444 made the antifraud
prohibition appiicable to an assnciated person of a
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commodity trading advisor or a commodity pool opera-
tor.

Par. (2). Pub, L. 97-444 made the misrepresentation
prohibition applicable to an associated person of a
commodity training advisor or a commodity pool oper-
ator, authorized registration statements of such per-
sons, and substituted “such person” and “such per-
son's abilities” for “he" preceding “has been spon-
sored” and "his abilities", respectively.

1978—Par. (1), Pub, L. 95-405 struck out “registered
under this chapter” following “pool operator.

ErrECTIVE DATE OF 1983 AMENDMENT

Amendment by Pub, L. 97-444 effective Jan, 11,
1983, sec section 239 of Pub, L, 97-444, set out as an
Effective Date of 1983 Amendment note under section
2 of this title.

EFFECTIVE DATE oF 1978 AMENDMENT

Amendment by Pub. L. 95-405 effective Oct. 1, 1978,
see section 28 of Pub, L, 95-405, set out as an Effective
!?ate of 1978 Amendment note under section 2 of this
title.

EFFECTIVE DATE

For effective date of section, see section 418 of Pub.
L. 93-463, set out as an Effective Date of 1974 Amend-
ment note under section 2 of this title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 13 of this title.

§ 6p. Standards and examinations

The Commission may specify by rules and
regulations appropriate standards with respect
to training, experience, and such other qualifi-
cations as the Commission finds necessary or
desirable to insure the fitness of persons re-
quired to be registered with the Commission. In
connection therewith, the Commission may
prescribe by rules and regulations the adoption
of written proficiency examinations to be given
to applicants for registration and the establish-
ment of reasonable fees to be charged to such
applicants to cover the administration of such
examinations. The Commission may further
prescribe by rules and regulations that, in lieu
of examinations administered by the Commis-
sion, futures associations registered under sec-
tion 21 of this title or contract markets may
adopt written proficiency examinations to be
given to applicants for registration and charge
reasonable fees to such applicants to cover the
administration of such examinations. Notwith-
standing any other provision of this section, the
Commission may specify by rules and regula-
tions such terms and conditions as it deems ap-
propriate to protect the public interest wherein
exception to any written proficiency examina-
tion shall be made with respect to individuals
who have demonstrated, through training and
experience, the degree of proficiency and skill
necessary to protect the interests of customers,
clients, pool participants, or other members of
the public with whom such individuals deal.

(Sept. 21, 1922, ch. 369, § 4p, as added Oct. 23,
1974, Pub. L. 93-463, title II, § 206, 88 Stat.
1400, and amended Jan. 11, 1983, Pub. L.
97-444, title II, § 215, 96 Stat. 2305.)
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AMENDMENTS

1983—Pub. L. 97-444 substituted “persons required
to be registered with the Commission” for “futures
commission merchants, floor brokers, and those per-
sons associated with futures commission merchants or
floor brokers" in the first sentence, '‘customers, cli-
ents, pool participants, or other members of the public
with whom such indlviduals deal” for “the customers
of futures commission merchants and floor brokers” in
the last sentence, and in the second and third sen-
tences struck out “as futures commission merchants,
floor brokers, and those persons assoclated with fu-
tures commission merchants or floor brokers,” after
“applicants for registration™,

EFFECTIVE DATE OF 1983 AMENDMENT

Amendment by Pub. L. 97-444 effective Jan. 11,
1983, see section 239 of Pub. L. 97-444, set out as an
Effective Date of 1983 Amendment note under section
2 of this title.

EFFECTIVE DATE

For effective date of section, see section 418 of Pub.
L. 93-463, set out as an Effective Date of 1974 Amend-
ment note under section 2 of this title,

87. Designation of board of trade as “contract
market”; conditions and requirements

The Commission is hereby authorized and di-
rected to designate any board of trade as a
“contract market”" when, and only when, such
board of trade complies with and carries out
the following conditions and requirements:

(a) When located at a terminal market where
any cash commodity of the kind specified in
the contracts of sale of commodity for future
delivery to be executed on such board is sold in
sufficient volumes and under such conditions as
fairly to reflect the general value of the com-
modity and the differences in vaiue between
the various grades of such commodity, and
where there is available to such board of trade,
official inspection service approved by the Sec-
retary of Agriculture or the Commission for the
purpose: Provided, That any board of trade not
so located shall be designated as a “contract
market" if such board of trade provides for the
delivery of commodities on such contracts at a
delivery point or points and upon terms and
conditions approved by the Commission.

(b) When the governing board thereof pro-
vides for the making and filing by the board or
any member thereof, as the Commission may
direct, of reports in accordance with the rules
and regulations, and in such manner and form
and at such times as may be prescribed by the
Commission, showing the detalls and terms of
all transactions entered into by the board, or
the members thereof, either in cash transac-
tions or transactions for future delivery con-
summated on or subject to the rules of a board
of trade, and when such governing board pro-
vldes, in accordance with such rules and regula-
tions, for the keeping of a record by the board
or the members of the board of trade, as the
Commission may direct, showing the detalls
and terms of all cash and future transactions
entered into by them, consummated on or sub-
ject to the rules of a board of trade, such record
to be in permanent form, showing the parties to
all such transactions, including the persons for
whom made, any assignments or transfers
thereof, with the parties thereto, and the
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manner in which said transactions are fulfilled,
discharged, or terminated. Such record shall be
required to be kept for a perlod of three years
from the date thereof, or for a longer period if
the Commission shall so direct, and shall at all
times be open to the inspection of any repre-
sentative of the Commission or United States
Department of Justice.

(¢) When the governing board thereof pro-
vides for the prevention of dissemination by the
board or any member thereof of false or mis-
leading or knowingly inaccurate reports con-
cerning crop or market information or condi-
tions that affect or tend to affect the price of
commodity in interstate commerce.

(d) When the governing board thereof pro-
vides for the prevention of manipulation of
prices and the cornering of any commodity by
the dealers or operators upon such board.

(e) When the governing board thereof does
not exclude from membership in and all privi-
leges on such board of trade any duiy author-
ized rcpresentative of any lawfully formed and
conducted cooperative association of producers
having adequate financial responsibility which
is engaged in any cash commodity business, if
such association has complied, and agrees to
comply, with such terms and conditions as are
or may be imposed lawfully on other members
of such board: Provided, That no rule of a con-
tract market shall forbid or be construed to
forbid the return on a patronage basis by such
cooperative association to its bona fide mem-
bers of moneys collected in excess of the ex-
pense of conducting the business of such associ-
ation.

(f) When the governing board provides for
making effective the final orders or decisions
entered pursuant to the provisions of section 9
of this title, and the orders issued pursuant to
the provisions of section 7a of this title, and for
compliance in all other respects with the re-
quirements applicable to such board of trade
under this chapter.

(g) When such board of trade demonstrates
that transactions for future delivery in the
commodity for which designation as a contract
market is sought will not be contrary to the
public interest.

(Sept. 21, 1922, ch. 369, § 5, 42 Stat. 1000; June
15, 1936, ch. 545, 8§ 2, 6, 49 Stat. 1491, 1497,
Feb. 19, 1968, Pub, L. 90-258, §§ 10, 11, 82 Stat,
29; Oct. 23, 1974, Pub. L. 93-463, title I, § 103(a),
(), (g), title II, § 207, 88 Stat. 1392, 1400.)

AMENDMENTS

1974—Pub. L. 93-463, § 103(a), substituted “Commis-
sion" for "Secretary of Agriculture” in the introduc-
tory provisions preceding par. (a).

Par. (a). Pub. L., 83-463, § 103(a), (g), substituted "'of-
ficial inspection service approved by the Secretary of
Agriculture or the Commission for the purpose” for
“official inspection service approved by the Secretary
of Agriculture for the purpose” and “Commission” for
"“Secretary of Agriculture”.

Par. (b). Pub, L. 93-463, §103(a), (f), substituted
*Commission’ for ‘Secretary of Agriculture” and
“United States Department of Agriculture'.

Par. (g). Pub. L, 93-463, § 207, added par. (g).

1868—~Par. (b). Pub. L. 90-258, § 10, substituted “cash
transactions or transactions for future delivery con-
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summated on or subject to the rules of a board of
trade"” for '‘cash transactlons consummated at, on, or
In a board of trade, or transactlons for future deliv-
ery' and “consummated on or subject to the rules of a
board of trade’ for “consummated at, on, or in a board
of trade” where appearing the second time, respective-
1y.

Par. (f). Pub. L, 80-258, § 11, prescribed as additional
conditions and requirements for designation of board
of trade as contract market that governing board pro-
vide for making effective the orders issued pursuant to
the provisions of section 7a of this title and for compli-
ance in all other respects with the requirements appli-
cable to the board of trade under this chapter.

1936—June 15, 1838, § 2, substituted “commodity”
for "grain” throughout.

Act June 15, 1936, § 6, added the proviso in par. (a),
and substituted “and" for “or" after ‘‘prices."”

EFFECTIVE DATE OF 1974 AMENDMENT

For effective date of amendment by Pub. L. 93-463,
see section 418 of Pub. L. 93-463, set out as a note
under section 2 of this title,

ErrECTIVE DATE oF 1968 AMENDMENT

Amendment by Pub. L. 80-258 effective 120 days
after Feb. 19, 1968, see section 28 of Pub, L. 90-258, set
out as a note under section 2 of this title,

EFFECTIVE DATE oF 1836 AMENDMENT

Amendment effective 80 days after June 15, 1936,
see note set out under section 1 of this title.

CROSS REFERENCES

Showing of compliance with conditions and require-
ments of this sectlon to accompany application for
dle.;:ignation as contract market, see section 8 of this
title.

Showing of noncompllance with conditions and re-
quirements of this section as authorizing suspension
or revocation of designation as a contract market, see
section 8 of this title,

SECTION REFERRED TO IN OTHER SECTIONS

lThhs section Is referred to in sections 2, 8, 13a of this
title.

§ 7a. Duties of contract markets

Each contract market shall—

(1) Bylaws, rules, etc.; furnishing copies to Commis-
sion

Promptly furnish the Commission copies of
all bylaws, rules, regulations, and resolutions
made or issued by it or by the governing board
thereof or any committee, and of all changes
and proposed changes therein;

(2) Access for inspection of books and records

Keep all books, records, minutes, and journals
of proceedings of such contract market, and its
governing board, committees, subsidiaries, and
affiliates in a manner that will clearly describe
all matters discussed by such contract market,
governing board, committees, subsidiaries and
affiliates and reveal any action taken in such
matters, and allow inspection at all times by
any authorized representative of the Commis-
sion or United States Department of Justice of
all such books, records, minutes, and journals
of proceedings. Such books, records, minutes,
and journals of proceedings shall be kept for a
period of three years from the date thereof, or
for a longer period if the Commission shall so
direct;
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(3) Books and records of warehouses; keeping and in.
spection

Require the operators of warehouses in which
or out of which any commodity is deliverable
on any contract for future delivery made on or
subject to the rules of such contract market, to
make such reports, keep such records, and
permit such warehouse visitation as the Com-
mission may prescribe. Such books and records
shall be required to be kept for a period of
three years from the date thereof, or for a
longer period if the Commission shali so direct,
and such books, records, and warehouses shali
be open at all times to inspection by any repre-
sentative of the Commission or United States
Department of Justice;

(4) Periods of delivery; provisions for

When so directed by order of the Commis-
sion, provide for a period, after trading in con-
tracts of sale of any commodity for future de-
livery in a delivery month has ceased, during
which contracts of sale of such commodity for
future delivery in such month may be satisfied
by the delivery of the actual cash commodity.
Whenever, after due notice and opportunity for
hearing, the Commission finds that provision
for such a period of delivery for any one or
more commodities or markets would prevent or
tend to prevent “squeezes” and market conges-
tion endangering price stability, it shali, by
order, require such period of delivery (which
shall be not less than three nor more than ten
business days) applicable to such commodities
and markets as it finds will prevent or tend to
prevent such ‘“squeezes” and market conges-
tion: Provided, however, That such order shall
not apply to then existing contracts;

(5) Notice of date of intended delivery

Require the party making delivery of any
commodity on any contract of sale of such com-
modity for future delivery to furnish the party
obligated under the contract to accept delivery,
written notice of the date of delivery at ieast
one business day prior to such date of delivery.
Whenever, after due notice and opportunity for
hearing, the Commission finds that the giving
of longer notice of delivery is necessary to pre-
vent or diminish unfair practices in trading in
any one or more commodities or markets, it
shall by order require such longer notice of de-
livery (which shall be not more than ten busi-
ness days) applicable to such commodities and
markets as it finds will prevent or diminish
such unfair practices: Provided, however, That
such order shall not apply to then existing con-
tracts;

(6) United States standards; conformity of grades to

Require that all contracts of sale of any com-
modity for future delivery on such contract
market shall provide for the delivery thereun-
der of commodities of grades conforming to
United States standards, if such standards shall
have been officially promulgated and adopted
by the Commission;
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(7) Warehouse receipts as satisfaction of futures con.
tract

Require that receipts issued under the United
States Warehouse Act [7 U.S.C. 241 et seq.)
shall be accepted in satisfaction of any futures
contract, made on or subject to the rules of
such contract market, without discrimination
and notwithstanding that the warehouseman
issuing such receipts i{s not also licensed as a
warehouseman under the laws of any state or
enjoys other or different privileges than under
State law: Provided, however, That such re-
ceipts shall be for the kind, quality, and quanti-
ty of commodity specified in such contract and
that the warehouse in which the commodity is
stored meets such reasonable requirements as
may be imposed by such contract market on
other warehouses as to location, acccssibility,
and suitability for warehousing and delivery
purposes: And provided further, That this para-
graph shall apply only to futures contracts for
those commodities which may be delivered
from a warehouse subject to the United States
Warehouse Act;

(8) Enforcement and revocation of contract market
rules

Enforce all bylaws, rules, regulations, and res-
olutions, made or issued by it or by the govern-
ing board thereof or any committee, that i)
have been approved by the Commission pursu-
ant to paragraph (12) of this section, (ii) have
become effective under such paragraph, or (iii)
must be enforced pursuant to any Commission
rule, regulation, or order; and revoke and not
enforce any bylaw, rule, regulation, or resolu-
tion, made, issued, or proposed by it or by the
governing board thereof or any committee,
which has been disapproved by the Commis-
sion;

(9) Enforcement of bylaws, etc., providing minimum
financial standards and reiated reporting require-
ments

Enforce all bylaws, rules, regulations, and res-
olutions made or issued by it or by the govern-
ing board thereof or by any committee, which
provide minimum financial standards and relat-
ed reporting requirements for futures commis-
sion merchants who are members of such con-
tract market, and which have been approved by
the Commission;

(10) Delivery points

Permit the delivery of any commodity, on
contracts of sale thereof for future delivery, of
such grade or grades, at such point or points
and at such quality and locational price differ-
entials as will tend to prevent or diminish price
manipulation, market congestion, or the abnor-
mal movement of such commodity in interstate
commerce. If the Commission after investiga-
tion finds that the rules and regulations adopt-
ed by a contract market permitting delivery of
any commodity on contracts of sale thereof for
future deiivery, do not accomplish the objec-
tives of this paragraph, then the Commission
shall notify the contract market of its findings
and afford the contract market an opportunity
to make appropriate changes in such rules and
regulations. If the contract market within sev-
enty-five days of such notification fails to make
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the changes which in the opinion of the Com-
mission are necessary to accomplish the objec-
tives of this paragraph, then the Commission
after granting the contract market an opportu-
nity to be heard, may change or supplement
such rules and regulations of the contract
market to achieve the above objectives: Pro-
vided, That any order issued under this para-
graph shall not apply to contracts of sale for
future delivery in any months in which con-
tracts are currently outstanding and open: And
provided further, That no requirement for an
additional delivery point or points shall be pro-
mulgated foilowing hearings until the contract
market affected has had notice and opportuni-
ty to file exceptions to the proposed order de-
termining the location and number of such de-
livery point or points;

(11) Settlement of customers’ ciaims and grievances

Provide a fair and equitable procedure
through arbitration or otherwise (such as by
delegation to a registered futures association
having rules providing for such procedures) for
the settlement of customers’ claims and griev-
ances against any member or employee thereof:
Provided, That (1) the use of such procedure by
a customer shall be voluntary and (i) the term
“customer’” as used in this paragraph shall not
include another member of the contract
market; and

(12) Commission approval of bylaws, rules, regula-
tions, and resolutions

Except as otherwise provided in this para-
graph, submit to the Commission for its prior
approvai all bylaws, rules, regulations, and reso-
lutions (“rules’”) made or issued by such con-
tract market, or by the governing board thereof
or any committee thereof, that relate to terms
and conditions in contracts of sale to be execut-
ed on or subject to the rules of such contract
market, as such terms and conditions are de-
fined by the Commission by rule or regulation,
except those rules relating to the setting of
levels of margin. Each contract market shall
submit to the Commission all other rules
(except those relating to the setting of levels of
margin and except those that the Commission
may specify by regulation) and may make such
rules effective ten days after receipt of such
submission by the Commission unless, within
the ten-day period, the contract market re-
quests review and approval thereof by the Com-
mission or the Commission notifies such con-
tract market in writing of its determination to
review such rules for approval. The determina-
tion to review such rules for approval shall not
be delegable to any employee of the Commis-
sion. At least thirty days before approving any
rules of major economic significance, as deter-
mined by the Commission, the Commission
shall publish a notice of such rules in the Fed-
eral Register. The Commission shall give inter-
ested persons an opportunity to particpate ? in

180 in original, Should be "partlcipate”,
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the approval process through the submisslon of
written data, views, or arguments, The determi-
nation by the Commission whether any such
rules are of major economic significance shall
be final and not subject to judicial review. The
Commission shall approve such rules {f such
rules are determined by the Commission not to
be in violation of this chapter or the regula-
tions of the Commission and the Commission
shall disapprove, after appropriate notice and
opportunity for hearing, any such rule which
the Commission determines at any time to be in
violation of the provisions of this chapter or
the regulations of the Commission. If the Com-
mission institutes proceedings to determine
whether a rule should be disapproved pursuant
to this paragraph, it shall provide the contract
market with written notice of the proposed
grounds for disapproval, including the specific
sections of this chapter or the Commission's
regulations which would be violated. At the
conclusion of such proceedings, the Commis-
sion shall approve or disapprove such rule. Any
disapproval shall specify the sections of this
chapter or the Commission's regulations which
the Commission determines such rule has vio-
lated or, if effective, would violate. If the Com-
mission does not approve or institute disapprov-
al proceedings with respect to any rule within
one hundred and eighty days after receipt or
within such longer period as the contract
market may agree to, or if the Commission does
not conclude a disapproval proceeding with re-
spect to any rule within one year after receipt
or within such longer period as the contract
market may agree to, such rule may be made
effective by the contract market until such
time as the Comnission disapproves such rule
in accordance with this paragraph. The Com-
mission shall specify the terms and conditions
under which a contract market may, in an
emergency as defined by the Commission, make
a ruie effective on a temporary basis without
prior Commission approval, or without compli-
ance with the ten-day notice requirement under
this paragraph, or during any period of review
by the Commission. In the event of such an
emergency, as defined by the Commission, re-
quiring immediate action, the contract market
by a two-thirds vote of its governing board may
immediately make effective a temporary rule
dealing with such emergency if the contract
market notifies the Commission of such action
with a complete explanation of the emergency
involved.

(Sept. 21, 1922, ch. 369, § 5a, as added June 15,
1936, ch. 545, § 7, 49 Stat. 1497, and amended
Feb. 19, 1968, Pub, L. 90-258, § 12, 82 Stat. 29;
Oct. 23, 1974, Pub. L. 93-463, title I, § 103(a),
(e), (f), title 11, §§ 208-210, title IV, §§ 406, 407,
88 Stat. 1392, 1400, 1401, 1413; Sept. 30, 1978,
Pub. L. 95-405, §§ 11, 12, 92 Stat. 870, 871; Jan.
11, 1983, Pub. L. 97-444, title II, §§ 216, 217(a),
96 Stat. 2306, 2307.)

REFERENCES IN TEXT

The United States Warehouse Act, referred to in
par. (1), is Part C of act Aug. 11, 1916, ch, 313, 39 Stat.
486, as amended, which is classified generally to chap-
ter 10 (§ 241 et seq.) of this title. For complete classifi-
cation of this Act to the Code, see section 241 of this
title and Tables.
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AMENDMENTS

1983—Par, (8), Pub, L. 97-444, § 216(1), deleted fol-
lowing initial “any committee,” the clause “which
relate to terms and conditions in contracts of sale to
be executed on or subject to the rules of such contract
market or relate to other trading requirements,”; in-
corporated existing text in provislons designated cl. (1);
inserted cls, (i) and (i!1); and in the revocation provi.
sion, deleted “such’ preceding ‘‘bylaw** and substitut-
ed “that” for “which”,

Par. (11). Pub, L. 97-444, § 217(a), redesignated cl.
(iv) as (11) and substituted therein “another member of
the contract market" for “a futures commission mer-
chant or a floor broker'; and deleted former clauses
*(11) the procedure shall not be applicable to any claim
in excess of $15,000, (111) the procedure shall not result
in any compulsory payment except as agreed upon be-
tween the parties,'".

Par, (12), Pub. L. 97-444, § 216(2), generally revised
par. (12) to reduce the types of contract market rules
that require prior approval of the Commission before
they may be implemented.

1978—Par. (11), Pub. L. 95-405, § 11, inserted “(such
as by delegatlon to a registered futures association
having rules providing for such procedures)” foliowing
“arbitration or otherwise''.

Par. (12). Pub, L, 95-405, § 12, inserted “(or within
sixty days of their receipt if the Commission deter-
mines them to be of major economic significance)” fol-
iowing “thirty days of their receipt’ and added provi-
slons requiring that the Commission at least thirty
days before approving any bylaws, rules, etc., of major
economic significance publish such bylaws, rules, etc.,
in the Federal Register and that the Commission give
interested persons an opportunity to participate in the
approval process through the submission of written
data, views, or arguments and making the determina-
tion of the Commission as to whether any such
bylaws, rules, etc., are of major economic significance
final and not subject to judicial review.

1974—Par. (1), Pub, L, 93-463, § 103(a), substituted
“Commission" for “Secretary of Agriculture”.

Par, (2). Pub, L. 93-463, § 103(a), (f), substituted
“Commission” for **United States Department of Agri-
culture” and “Secretary of Agriculture”.

Par, (3). Pub. L. 93-463, §103(a), (f), substituted
“Commission” for “Secretary of Agriculture” and
“United States Department of Agriculture”.

Par, (4). Pub. L. 93-463, § 103(a), (e), substituted
'f‘Commlsslon" for “Secretary of Agriculture"” and “it"

or “he”,

Par. (5). Pub, L. 93-463, § 103(a), (e), substituted
“Commission" for "'Secretary of Agriculture” and “it”
for “he",

Par. (6), Pub, L, 93-463, § 406, inserted “and adopted
by the Commission” following “officially promulgat-
ed".

Par. (7)., Pub. L. 93-463, § 208(a), added ': And pro-
vided further, That this paragraph shall appiy only to
futures contracts for those commodities which may be
delivered from a warehouse subject to the United
States Warehouse Act”.

Par, (8). Pub. L. 93-463, § 407, substituted “been ap-
proved by the Commission pursuant to paragraph (12)
of this section” for “not been disapproved by the Sec-
retary of Agriculture pursuant to paragraph (7) of sec-
tion 12a of this title” and '“has been disapproved by
the Commission" for *“has been so disapproved’.

Par. (9), Pub. L. 93-463, § 103(a), substituted “Com-
taission” for ‘“‘Secretary of Agriculture”.

Par, (10). Pub. L. 93-463, § 208(d), added par. (10).

Par. (11), Pub, L, 93-463, § 209, added par. (11).

Par, (12), Pub. L. 93-463, § 210, added par. (12).

1968—Par, (2). Pub, L. 90-258, § 12(a), required con-
tract markets to keep their books and records of pro-
ceedings of the contract markets and their Foverning
boards, committees, subsidiaries, and affiiiates in a
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manner that will clearly describe all matters discussed
and actlon taken.

Pars. (8), (9). Pub, L. 90-258, § 12(b), (c), added pars.
(8) and (9),

EFFECTIVE DATE OF 1983 AMENDMENT

Amendment by Pub. L. 97-444 effective Jan. 11,
1983, see section 239 of Pub. L. 97-444, set out as an
Effective Date of 1983 Amendment note under section
2 of this title. .

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub, L. 95-405 effective Oct. 1, 1978,
see section 28 of Pub, L. 95-405, set out as an Effective
Date of 1978 Amendment note under section 2 of this
title.

ErrecTIVE DATE oF 1974 AMENDMENT

For effective date of amendment by Pub. L. 93-463,
see section 418 of Pub, L. 93-463, set out as a note
under section 2 of this title,

EFrFECTIVE DATE oF 1968 AMENDMENT

Amendment by Pub, L. 90-258 effective 120 days
after Feb, 19, 1968, see section 28 of Fub. L. 90-258, set
out as a note under section 2 of this title.

EFFECTIVE DATE

See Effective Date of 1936 Amendment note set out
under section 1 of this title.

SECTION REFERRED 170 IN OTHER SECTIONS

This section Is referred to in sections 7, 25 of this
title.

§ 7b. Suspension or revocation of designation as
“contract market”

The failure or refusal of any board of trade to
comply with any of the provisions of this chap-
ter, or any of the rules, regulations, or orders of
the Commission thereunder, shall be cause for
suspending for a period not to exceed six
months or revoking the designation of such
board of trade as a “contract market” in accord-
ance with the procedure and subject to the ju-
dicial review provided in section 8 of this title.

(Sept. 21, 1922, ch. 369, § 5b, as added June 15,
1936, ch., 545, § 7, 49 Stat. 1498, and amended
Feb. 19, 1968, Pub. L. 90-258, § 13, 82 Stat. 30;
Oct. 23, 1974, Pub. L. 93-463, title I, § 103(b), 88
Stat. 1392.)

AMENDMENTS

1874—Pub. L. 93-463 substituted “orders of the Com-
mission” for "orders of the Secretary of Agriculture or
the Commission”.

1968—Pub, L. 90-258 provided for suspension or rey-
ocation of designation of a contract market for faflure
of the market to enforce orders of the Secretary of
Agriculture and rules, reguiations, and orders of the
Commission, respectively.

EFFECTIVE DATE OF 1974 AMENDMENT

For effective date of amendment by Pub. L. 93-463,
see section 418 of Pub, L. 93-463, set out as a note
under section 2 of this title,

Errective DATE or 1068 AMENDMENT

Amendment by Pub, L. 90-258 effective 120 days
after Feb. 19, 1968, see section 28 of Pub. L. 90-258, set
out as a note under section 2 of this title.

EFrectiVE DATE

See Effective Date of 1936 Amendment note set out
under section 1 of this title.
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§8. Appllcation for designation as “contract market";
time; suspenslon or revocatlon of designation;
hearing; review by court of appeals

Any board of trade desiring to be designated a
“contract market” shall make application to
the Commission for such designation and ac-
company the same with a showing that it com-
plies with the conditions of section 7 of this
title, and with a sufficient assurance that it will
continue to comply with the requirements of
such section 7. The Commission shall approve
or deny an application for designation as a con-
tract market wlthin one year of the filing of
the application. If the Commission notifies the
board of trade that its application is materially
incomplete and specifies the deficlencies in the
application, the running of the one-year period
shall be stayed from the time of such notifica-
tion until the application is resubmitted in com-
pleted form: Provided, That the Commission
shall have not less than sixty days to approve
or deny the application from the time the ap-
plication is resubmitted in completed form, If
the Commission denies an application, it shall
specify the grounds for the denial. In the event
of a refusal to designate as a ‘‘contract market”
any board of trade that has made application
therefor, such board of trade shall be afforded
an opportunity for a hearing on the record
before the Commission, with the right to
appeal an adverse decision after such hearing
to the court of appeals as provided for in other
cases In paragraph (a) of this section.

(a) The Commission is authorized to suspend
for a period not to exceed six months or to
revoke the designation of any board of trade as
a ‘“‘contract market” upon a showing that such
board of trade is not enforcing or has not en-
forced its rules of government made a condition
of its designation as set forth in section 7 of
this title or that such board of trade, or any di-
rector, officer, agent, or empioyee thereof, oth-
erwise is violating or has violated any of the
provisions of this chapter or any of the rules,
regulations, or orders of the Commission there-
under. Such suspension or revocation shali only
be after a notice to the officers of the board of
trade affected and upon a hearing on the
record: Provided, That such suspension or revo-
cation shail be final and conclusive, uniess
within fifteen days after such suspension or
revocation by the Commission such board of
trade appeals to the court of appeais for the
circuit in which it has its principal place of
business, by filing with the cierk of such court
a written petition praying that the order of the
Commission be set aside or modified in the
manner stated in the petition, together with a
bond in such sum as the court may determine,
conditioned that such board of trade will pay
the costs of the proceedings if the court so di-
rects. The clerk of the court in which such a pe-
tition is flied shali immediately cause a copy
thereof to be delivered to the Commission and
file in the court the record in such proceedings,
as provided in section 2112 of title 28. The testi-
mony and evidence taken or submitted before
the Commission, duly filed as aforesaid as a
part{ of the record, shall be considered by the
court of appeals as the evidence in the case.
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The proceedings in such cases in the court of
appeals shall be made a preferred cause and
shall be expedited in every way. Such a court
may affirm or set aside the order of the Com-
mission or may direct it to modify its order. No
such order of the Commission shall be modified
or set aside by the court of appeals uniess it 18
shown by the board of trade that the order is
unsupported by the weight of the evidence or
was issued without due notice and a reasonable
opportunity having been afforded to such
board of trade for a hearing, or infringes the
Constitution of the United States, or is beyond
the jurisdiction of the Commission.

(Sept. 21, 1922, ch. 369, §6(a), 42 Stat. 1001;
June 25, 1948, ch. 646, § 32(a), 62 Stat. 991; May
24, 1949, ch. 139, §127, 63 Stat. 107; Aug. 28,
1868, Pub. L. 85-791, § 7(n), 72 Stat. 944; Feb,
19, 1968, Pub. L. 90-258, §§ 14, 15, 82 Stat. 30;
Oct. 23, 1974, Pub. L. 93-463, title I, § 103(a)-(c),
88 Stat. 1392, Sept. 30, 1978, Pub. L. 95-405,
§ 13(1), (2), 92 Stat. 871; Jan, 11, 1883, Pub. L.
97-444, title II, § 218, 96 Stat. 2308.)

CODIFICATION

Section Is composed of first par, and par. (a) of sec-
tion 6 of act Sept. 21, 1022, Par. (b) of such section 6 is
classified to sections 9 and 15 of this title. Pars. (c) and
(d) of section 8 of act Sept. 21, 1922, are classlfied to
sections 13b and 9a of this title, respectively.

AMENDMENTS

1983—Pub. L. 87-444 required approval or denial of
application within one year period of filing of applica-
tion, stay of such period following notification that
application was incomplete and deficlent until resub-
mission of application, minimum period prior to acting
upon resubmitted applicatlon, and specification of
grounds for denial of application.

1978—Pub. L. 85-405, § 13(1), in provisions preceding
par, (a) inserted “on the record" following ‘‘opportuni-
ty for a hearing".

Par. (a). Pub. L. 95-405, § 13(2), inserted “on the
record” following “upon a hearing”.

1974—Pub, L. 83-463, § 103(a), substituted “Commis-
sion"” for ‘Sccretary of Agriculture” in the first par.

Par. (a). Pub, L. 03-463, § 103(b), (c), substituted
“orders of the Commission thereunder'" for “orders of
the Secretary of Agriculture or the Commission there-
under and struck out “the Sccretary of Agriculture,
who shall thereupon notify the other members of'' fol-
lowing '"The clerk of the court in which such a peti-
tion is filed shall immediately cause a copy thereof to
be dclivered to".

1968—Pub. L. 90-258, § 14, added at end of first par.
provision affording any board of trade refused a con-
tract market designation a hearing before the commis-
sion with right to appeal in adverse decision to the
court of appeais as provided for In par. (a) of this sec-
tion.

Par. (a). Pub, L. 90-258, § 15, deleted such parts both
of first sentence and of proviso of last sentence as de-
scribed the commission as made up of the Secretary of
Agriculture, Secretary of Commerce, and Attorney
General (covered in definition of “commission’ in sec-
tion 2 of this title, including represeatation of such of-
ficials by their designees), extended grounds for sus-
pension or revocation of deslgnation to include viola-
tions of any provisions of this chapter or rules, regula-
tions, or orders of the Secretary of Agriculture or com-
mission, required delivery of appeal petitlons to Secre-
tary of Agriculture rather than any member of the
commission, who would notify the other members, and
filing of commission records of proccedings on appeal
by the Secretary of Agriculture and not the commis-
sion, omitted provisions describing Secretary of Agri-
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culture as Chairman (now found in section 2 of this
title), superseded sueh part of proviso of seventh sen-
tence as authorized appeals to the commission from
Secretary of Agriculture’s refusal of a contract market
designation by provislons of first par. of this section,
and omltted such other part as made decision of court
on appeai from commission finai and bindlng on the
parties.

1968—Pub. L. 85-791 substituted ‘‘thereupon file in
the court the record in such proceedings, as provided
in section 2112 of Title 28" for “forthwith prepare,
certify, and file in the court a full and accurate tran-
script of the record in such proceedings including the
notice to the board of trade, a copy of the charges, the
evidence, and the report and order” in the third
notice, and eliminated ‘'certified and" following “duly”
In the fourth sentence.

CHANGE OF NAME

Act June 25, 1948, as amended by act May 24, 1949,
substituted “court of appeals' for “circuit court of ap-
peals"” wherever appearing in this section.

EFFECTIVE DATE OF 1983 AMENDMENT

Amendment by Pub. L. 97-444 effective Jan. 11,
1983, see section 239 of Pub. L. 97-444, set out as an
Effective Date of 19083 Amendment note under section
2 of this title.

EFFECTIVE DATE OF 1878 AMENDMENT

Amendment by Pub, L. 85-405 effective Oct. 1, 1978,
see section 28 of Pub. L. 85-405, set out as an Effective
l?alte of 1978 Amendment note under section 2 of this
title.

EFFECTIVE DATE OF 1074 AMENDMENT

For effective date of amendment by Pub. L. 93-463,
see section 418 of Pub, L. 93-463, set out as a note
under section 2 of this title.

EFFECTIVE DATE OF 1968 AMENDMENT

Amendment by Pub., L. 90-258 effective 120 days
after Feb, 19, 1968, see section 28 of Pub. L. 90-258, set
out as a note under section 2 of this title.

CRross REFERENCES

Cease and desist orders, review of, see section 13a of
this title.

Orders with respect to exclusion from boards of
trade of cooperative associations and corporations,
review of under the proccdure provided in this section,
see section 10a of this title.

Suspension or revocation of designation as contract
market {n accordance with procedure and subject to
judiciai review provided in this section, see section Tb
of this title.

SEcTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2a, 7b, 10a, 12,
13a of this title.

§ 9. Exclusion of persons from privilege of “contract
markets’; procedure for exclusion; review by
court of appeals

If the Commission has reason to believe that
any person (other than a contract market) is
manipulating or attempting to manipulate or
has manipulated or attempted to manipulate
the market price of any commodity, in inter-
state commerce, or for future delivery on or
subject Lo the rules of any contract market, or
has willfully made any false or misleading
statement of a material fact in any registration
application or any report filed with the Com-
misslon under this chapter, or willfully omitted
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to state in any such application or report any
material fact which is required to be stated
therein, or otherwise is violating or has violated
any of the provisions of this chapter or of the
rules, regulations, or orders of the Commission
thereunder, it may serve upon such person a
complaint stating its charges in that respect,
which complaint shall have attached or shall
contain therein a notice of hearing, specifying a
day and place not less than three days after the
service thereof, requiring such person to show
cause why an order should not be made prohib-
iting it from trading on or subject to the rules
of any contract market, and directing that ali
contract markets refuse all trading privileges to
such person, until further notice of the Com-
mission, and to show cause why the registration
of such person, if registered with th~ Commis-
sion in any capacity, should not be suspended
or revoked. Said hearing may be held in Wash-
ington, District of Columbia, or elsewhere,
before the Commission, or before an Adminis-
trative Law Judge designated by the Commis-
sion, which Administrative Law Judge shall
cause all evidence to be reduced to writing and
forthwith transmit the same to the Commis-
sion. Upon evidence received, the Commission
may prohibit such person from trading on or
subject to the rules of any contract market and
require all contract markets to refuse such
person all trading privileges thereon for such-
period as may be specified in the order, and, if
such person is registered with the Commission
in any capacity, may suspend, for a period not
to exceed six months, or revoke, the registra-
tion of such person, and may assess such nerson
a civil penalty of not more than $100,000 for
each such violation. Notice of such order shall
be sent forthwith by registered mail or by certi-
fied mail or delivered to the offending person
and to the governing boards of said contract
markets, After the issuance of the order by the
Commission, the person against whom it is
issued may obtain a review of such order or
such other equitable relief as to the court may
seem just by filing in the United States court of
appeals of the circuit in which the petitioner is
doing business, or in the case of an order deny-
ing registration, the circuit in which the peti-
tioner's principal place of business listed on pe-
titioner's application for registration is located,
a written petition, within fifteen days after the
notice of such order is given to the offending
person praying that the order of the Commis-
sion be set aside. A copy of such petition shall
be forthwith transmitted by the clerk of the
court to the Commission and thereupon the
Commission shall file in the court the record
theretofore made, as provided in section 2112 of
title 28. Upon the filing of the petition the
court shall have jurisdiction to affirm, to set
aside, or modify the order of the Commission,
and the findings of the Commission as to the
facts, if supported by the weight of evidence,
shall in like manner be conclusive.

(Sept. 21, 1922, ch. 369, § 6(b), 42 Stat. 1001;
June 15, 1936, ch. 545, §8(a)-(d), (h)-(}), 49
Stat. 1498, 1499; June 25, 1948, ch, 6486, § 32(a),
62 Stat. 991; May 24, 1949, ch. 139, § 127, 63
Stat. 107; Aug. 28, 1958, Pub. L. 85-791, § T(b),
72 Stat. 944; June 11, 1960, Pub. L. 86-5017,
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§1(2), 74 Stat. 200; Feb. 19, 1968, Pub. L.
90-258, § 16, 82 Stat. 30; Oct. 23, 1974, Pub. L.
03-463, title I, §103(a), (b), (e), title II,
§8 204(b), 205(b), 212(aX1), (2), title IV, § 408,
88 Stat. 1392, 1397, 1400, 1403, 1414; Jan. 11,
1983, Pub. L. 97-444, title II, §219, 96 Stat.
2308.)

CODIFICATION

Section is composed of part of par. (b) of section 6 of
act Sept. 21, 1922, A further provision of par. (b) is
contained In section 15 of this titie. First par. and par.
(a) of section 6 are set out as section 8 of this title.
Pars. (¢) and (d) of section 6 are set out as sections 13b
and 9a of this title, respectively.

AMENDMENTS

1983—Pub. L. 97-444 struck out “as futures commis-
sion merchant or any person associated therewith as
described in section 6k of this title, commodity trading
advisor, commodity pool operator, or as floor broker
hereunder” after ‘‘such person, if registered” and also
after “such person is registered’” and inserted *, or in
the case of an order denying registration, the circuit in
which the - petitioner's principai place of business
listed on petitioner's application for registration is lo-
cated,” after *‘court of appeals of the circuit in which
the petitioner is doing business'.

1974—Pub. L. 03-463 substituted ‘“Commission” for
“Secretary of Agriculture” and “Secretary of Agricul-
ture or the commission”, substituted “it” for ‘*he”, in-
serted ‘‘or any person associated therewith as de-
seribed in section 6k of this titie,” foliowing ““futures
commission merchant” wherever appearing, inserted
“commodity trading advisor, commodity pool opera-
tor” before ‘‘or as floor broker” wherever appearing,
added provision for the assessment of civil penalties of
not more than $100,000 for each violation, set a limit
of fifteen days after the issuance of an order within
which period the person against whom the order was
issued must file with the court of appeals his petition
that the order be set aside, and substituted “an Ad-
minivtrative Law Judge” and “Administrative Law
Judge” for '‘a referee” and "referee”, respectively.

1968—Pub, L. 90-258 provided for denial of trading
privileges to persons other than contract markets and
suspension or revocation of registration of futures
commission merchants and floor brokers, who are
manipulating or have attempted to manipulate prices,
for willful, material, misstatements in, or omissions
from, reports or registration statements, and for viola-
tions of orders of Secretary of Agriculture or commis.
sion, and authorized the Secretary to prohibit such
persons from trading on or subject to ruies of any con-
tract market.

1960—Pub. L. 86-507 inserted “or by certified mail”
foliowing “registered mail".

1958—Pub. L. 85-791 substituted “transmitted by the
cierk of the court to the Secretary of Agricuiture and
thereupon the Secretary of Agriculture shail file in
the court the record theretofore made, as provided in
section 2112 of Title 28" for ‘served upon the Secre-
tary of Agriculture by deiivering such copy to him and
thereupon the Secretary of Agriculture shall forth-
with certify and file in the court a transcript of the
record theretofore made, including evidence received”
in the seventh sentence, and substituted “petition” for
“transcript” in the eighth sentence.

1936—Act June 15, 1936, among other changes,
amended section by adding provisions relating to the
service of complaints and penalties for vioiations of
this chapter.

CHANGE OF 11AME

Act June 25, 1948, as amended by act May 24, 1049,
substituted “‘court of appeais” for “circuit court of ap-
peals” wherever appearing in this section.
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Errzcrive DATE OF 1983 AMENDMENT

Amendment by Pub, L. 97-444 effective Jan. 11,
1983, see section 239 of Pub, L. 87-444, set out as an
Effective Date of 1983 Amendment note under section
2 of this title.

ErrecTive DATE OF 1974 AMENDMENT

For effective date of amendment by Pub. L. 93-463,
see section 418 of Pub, L. 93-463, set out as a note
under section 2 of this titie.

ErreEcTIVE DATE OF 1968 AMENDMENT

Amendment by Pub, L, 90-258 effective 120 days
after Feb, 19, 1968, see section 28 of Pub, L., 90-258, set
out as & note under section 2 of this title,

ErrECTIVE DATE OF 1936 AMENDMENT

Amendment effective 90 days after June 15, 1936,
see note set out under section 1 of this title.

CRosS REFERENCES

Conditional requirements for designation of board of
trade as “contract market”, see section 7 of this title.

Suspension or revocation of registration as futures
commission merchant for accepting orders from
person denied trading privileges pursuant to order
ulnder provisions of this section, see section 12a of this
title,

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2a, 6k, 7, 9a, 12,
12a, 13b, 18, 21 of this title.

§ 9a. Assessment of money penaltles

In determining the amount of the money pen-
alty assessed under section 8 of this title, the
Commission shall consider, in the case of a
person whose primary business involves the use
of the commodity futures market—the appro-
priateness of such penalty to the size of the
business of the person charged, the extent of
such person’s ability to continue in business,
and the gravity of the violation; and in the case
of a person whose primary business does not in-
volve the use of the commodity futures
market—the appropriateness of such penalty to
the net worth of the person charged, and the
gravity of the violation, If the offending person
upon whom such penalty is imposed, after the
lapse of the period allowed for appeal or after
the affirmance of such penalty, shall fail to pay
such pcnalty the Commission shall refer the
matter to the Attorney General who shall re-
cover such penaity by action in the appropriate
United States district court.

(Sept. 21, 1822, ch. 369, § 6(d), as added Oct. 23,
1974, Pub, L. 93-463, titie II, §212(aX3), 88
Stat. 1403.)

CODIFICATION

Section is composed of par, (d) of section 6 of act
Sept. 21, 1922. The first par. and par. (a) of section 6
are classified to section 8 of this title. Par. (b) of sec-
tion 6 is classified to sections 9 and 15 of this title, Par,
(c) of section 6 is classified to section 13b of this title,

EFFECTIVE DATE

For effective date of section, see section 418 of Pub,
L. 93-463, set out as an Effective Date of 1974 Amend-
ment note under section 2 of this title.
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§10. Repealed. June 25, 1948, ch. 646, §39, 62 Stat.
992, eff. Sept. 1, 1948

Section, acts Sept. 21, 1922, ch. 369, § 6 (b), 42 Stat.
1001; June 15, 1936, ch, 545, § 8(k), 49 Stat. 1499, relat-
ed to review by Supreme Court on certiorarl. See sec-
tion 1254 of Title 28, Judiciary and Judicial Procedure.

§ 10a. Cooperatlve associations and corporatlons, ex-
clusion from board of trade; rules of hoard inap-
plicable to payment of compensation hy associ-
ation

(1) No board of trade which has heen desig-
nated as a ‘“contract market” shall exclude
from membership in, and all privileges on, such
board of trade, any association or corporation
engaged in cash commodity business having
adequute financial responsibility which is orga-
nized under the cooperative laws of any State,
or which has been recognized as a cooperative
association of producers by the United States
Government or by any agency thereof, if such
association or corporation complies and agrees
to comply with such terms and conditions as
are or may be imposed lawfully upon other
members of such board, #nd as are or may be
imposed lawfully upon a cooperative associ-
ation of producers engaged in cash commodity
business, unless such board of trade is author-
ized by the commission to exclude such associ-
ation or corporation from membership and
privileges after hearing held upon at least three
days' notice subsequent to the filing of com-
plaint by the board of trade: Provided, however,
That if any such association or corporation
shall fail to meet its obligations with any estab-
lished clearing house or clearing agency of any
contract market, such association or corpora-
tion shall be ipso facto debarred from further
trading on such contract market, except such
trading as may be necessary to close open
trades and to discharge existing contracts in ac-
cordance with the rules of such contract
market applicable in such cases. Such commis-
sion may prescribe that such association or cor-
poration shall have and retain membership and
privileges, with or without imposing conditions,
or it may permit such board of trade immedi-
ately to bar such association or corporation
from membership and privileges. Any order of
said commission entered hereunder shall be re-
viewable by the court of appeals for the circuit
in which such association or corporation, or
such board of trade, has its principal place of
business, on written petition either of such as-
sociation or corporation, or of such board of
trade, under the procedure provided in section
8 of this title, but such order shall not be
stayed by the court pending review,

(2) No rule of any board of trade designated
as a contract market shall forbid or be con-
strued to forbid the payment of compensation
on a commodity-unit basis, or otherwise, by any
federated cooperative association to its regionat
member-associations for services rendered or to
be rendered in connection with any organiza-
tion work, educational activity, or procurement
of patronage, provided no part of any such
compensation is returned to patrons (whether
members or nonmembers) of such cooperative
association, or of its regional or local member-
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associations, otherwise than as a dividend on
capital stock or as a patronagc dividend out of
the net earnings or surplus of such federated
cooperative association.

(Sept. 21, 1922, ch, 369, § 6a, as added June 15,
1936, ch. 545, § 9, 49 Stat. 1499, and amended
June 25, 1948, ch. 646, § 32(a), 62 Stat. 991; May
24, 1949, ch, 139, § 127, 63 Stat, 107.)

CHANGE OF Name

Act June 25, 1948, as amended by act May 24, 1949,
substituted “court of appeals” for “circuit court of ap-
peals’’ wherever appearing in this section.

ErrECTIVE DATE

See Effective Date of 1936 Amendment note set out
under section 1 of this title.

§ 11, Vacation on request of designation as “contract
market"; redesignation

Any board of trade that has been designated
a4 contract market in the manner provided in
this chapter may have such designation vacated
and set aside by giving notice in writing to the
Commission requesting that its designation as a
contract market be vacated, which notice shall
be served at least ninety days prior to the date
named therein as the date when the vacation of
designation shall take effect. Upon receipt of
such notice the Commission shall forthwith
order the vacation of the designation of such
board of trade as a contract market, effective
upon the day named in the notice, and shall
forthwith send a copy of the notice and its
order to all other contract markets, From and
after the date upon which the vacation became
effective the said board of trade can thereafter
be designated again a contract market by
making application to the Commission in the
manner in this chapter provided for an originai
appiication.

(Sept. 21, 1922, ch. 369, § 7, 42 Stat. 1002; Oct.
23, 1974, Pub. L. 93-463, title I, § 103(a), (e), 88
Stat. 1392.)

AMENDMENTS

1974—Pub. L. 93-463 substituted “Commission'’ for
“Secretary of Agriculture” and “its order” for ‘“his
order"’,

EFFECTIVE DATE OF 1974 AMENDMENT

For effective date of amendment by Pub. L. 93-463,
see section 418 of Pub, L, 93-463, set out as a note
under section 2 of thls titie.

§ 12, Public disclosure

(a) Investigations respecting operations of boards of
trade and others subject to this chapter; publica-
tion of results; restrictions

For the efficient execution of the provisions
of this chapter, and in order to provide infor-
mation for the use of Congress, the Commis-
sion may make such i{nvestigations as it deems
necessary to ascertain the facts regarding the
operations of boards of trade and other persons
subject to the provisions of this chapter. The
Commission may publish from time to time the
results of any such investigation and such gen-
eral statistical information gathered therefrom
as it deems of interest to the public: Provided,
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That except as otherwise specifically author-
ized in this chapter, the Commission may not
publish data and information that would sepa-
rately disclose the business transactions or
market positions of any person and trade se-
crets or names of customers: Provided further,
That thc Commission may withhold from
public disclosure any data or information con-
cerning or obtained in connection with any
pending investigation of any person.

(b) Business matters; congressional, administrative,
Jjudicial, and bankruptcy proceedings

The Commission may disclose publicly any
data or information that would separately dis-
close the market positions, business transac-
tions, trade secrets, or names of customers of
any person when such disclosure is made in
connection with a congressional proceeding, in
an administrative or judicial proceeding
brought under this chapter, in any receivership
proceeding involving a receiver appointed in a
judicial proceeding brought under this chapter,
or in any bankruptcy proceeding in which the
Commission has intervened or in which the
Commission has the right to appear and be
heard under title 11.

(c) Reports respecting conduct of boards of trade or
transactions of violators; contents

The Commission may make or issue such re-
ports as it deems necessary, or such opinions or
orders as may be required under other provi-
sions of law, relative to the conduct of any
board of trade or to the transactions of any
person found guliity of violating the provisions
of this chapter or the rules, regulations, or
orders of the Commission thereunder in pro-
ceedings brought under sections 8, 9 and 15 of
this title. In any such report or opinion, the
Commission may set forth the facts as to any
actual transaction or any information referred
to in subsection (b) of this section, if such facts
or information have previously been disclosed
publicly in connection with a congressional pro-
ceeding, or in an administrative or judicial pro-
ceeding brought under this chapter.

(d) Investigations respecting marketing conditions of
commodities and commodity products and by-
products; reports

The Commission, upon its own initiative or in
cooperation with existing governmental agen-
cies, shali investigate the marketing conditions
of commodities and commodity products and
byproducts, including supply and demand for
these commodities, cost to the consumer, and
handling and transportation charges. It shall
also compile and furnish to producers, consum-
ers, and distributors, by means of regular or
special reports, or by such other methods as it
deems most effective, information respecting
the commodity markets, together with informa-
tion on suppiy, demand, prices, and other con-
ditions in this and other countries that affect
the markets.
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(e) Names and addresses of traders of boards of trade
previously disclosed; disclosure to Congress and
agencies or departments of States or foreign gov-
ernments

The Commission may disclose and make
public, where such information.has previously
been disclosed publicly in accordance with the
provisions of this section, the names and ad-
dresses of all traders on the boards of trade on
the commodity markets with respect to whom
the Commission has information, and any
other information in the possession of the
Commission relating to the amount of commod-
ities purchased or sold by each such trader.
Upon the request of any committee of either
House of Congress, acting within the scope of
its jurisdiction, the Commission shall furnish to
such committee the names and addresses of all
traders on such boards of trade with respect to
whom the Commission has information, and
any other information in the possession of the
Commission relating to the amount of any com-
modity purchased or sold by each such trader.
Upon the request of any department or agency
of the Government of the United States, acting
within the scope of its jurisdiction, the Com-
mission may furnish to such department or
agency any information in the possession of the
Commission obtained in connection with the
administration of this chapter. However, any
information furnished under this subsection to
any Federal department or agency shall not be
disclosed by such department or agency except
in any action or proceeding under the laws of
the United States to which it, the Commission,
cr the United States is a party. Upon the re-
quest of any department or agency of any State
cr any political subdivision thereof, acting
within the scope of its jurisdiction, or any de-
partment or agency of any foreign government
or any pelitical subdivision thereof, acting
within the scope of its jurisdiction, the Com-
mission may furnish to such department or
agency any infermation in the possession of the
Commission obtained in connection with the
administration of this chapter. Any informa-
tion furnished to any department or agency of
any State or pelitical subdivision thereof shall
not be disclosed by such department or agency
except in connection with an adjudicatory
action or proceeding brought under this chap-
ter or the laws of such State eor political subdi-
vision to which such State or political subdivi-
sion or any department or agency thereof is a
party. The Commission shali not furnish any
information to a department or agency of a for-
elgn government or political subdivision thereof
unless the Commission is satisfied that the in-
formation will not be disclosed by such depart-
ment or agency except in connection with an
adjudicatory action or proceeding brought
under the laws of such foreign government or
poiitical subdivision to which such foreign gov-
ernment or political subdivision or any depart-
ment or agency thereof {s a party.

(f) Compliance with subpena after notice to inform-
ant; congressional subpenas and requests for in-
formation excepted

The Commission shall disclose information in
its possession pursuant to a subpena or sum-
mons only {f—
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(1) a copy of the subpena or summons has
been mailed to the last known home or busi-
ness address of the person who submitted the
information that is the subject of the sub-
pena or summons, if the address is known to
the Commission, or, if such mailing would be
unduly burdensome, the Commission provides
other appropriate notice of the subpena or
summons to such person, and

(2) at least fourteen days have expired from
the date of such mailing of the subpena or
summons, or such other notice.

This subsection shall not apply to congressional
:;mpenas or congressional requests for informa-
on.

(g) Requests for information by State agencies or
subdivisions; volunteering of information by
Commission

The Commission shall provide any registra-
tion information maintained by the Commis-
sion.on any registrant upon reasonable request
made by any department or agency of any
State or any political subdivision thereof.
Whenever the Commission determines that
such information may be appropriate for use by
any department or agency of a State or politi-
cal subdivision thereof, the Commissicn shall
provide such information without request.

(h) Annual report to Congress

The Commission shall submit to Congress a
written report within one hundred and twenty
days after the end of each fiscal year detailing
the operations of the Commission during such
fiscal year. The Commission shall include in
such report such information, data, and legisla-
tive recommendations as it deems advisable
with respect to the administration of this chap-
ter and its powers and functions under this
chapter.

(1) Review and audits by Comptrolier General

The Comptroller General of the United
States shali conduct reviews and audits of the
Commission and make reports thereon. For the
purpose of conducting such reviews and audits,
the Comptroller General shall be furnished
such information regarding the powers, duties,
organizations, transactions, operations, and ac-
tivities of the Commission as the Comptroller
General may require and the Comptreller Gen-
eral and the duly authorized representatives of
the Cemptroller General shall, for the purpose
ef securing such information, have access to
and the right to examine any books, docu-
ments, papers, or records of the Commission,
except that in reports the Comptroller General
shall not include data and informatien that
would separately disclose the business transac-
tions of any person and trade secrets cr names
of customers, although such data shall be pro-
vided upon request by any committee of either
House of Congress acting within the scope of
its jurisdiction.

(Sept. 21, 1922, ch. 369, § 8, 42 Stat. 1003; June
15, 1936, ch. 545, §2, 49 Stat. 1491; Feb. 19,
1968, Pub. L. 90-258, § 19(a), 82 Stat. 32; Oct. 23,
1974, Pub. L. 93-463, title I, § 103(a), (e), 88
Stat. 1392; Sept. 30, 1978, Pub. L. 95-405, § 16,
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92 Stat. 873; Jan. 11, 1983, Pub, L. 97-444, title
II, § 222, 96 Stat. 2309.)

CODIFICATION

Sectlon is first paragraph of section 8 of act Sept. 21,
1922, Second, third, and fourth paragraphs of section
8 are classified to sections 12-1, 12-2, and 12-3 of this
title, respectively.

AMENDMENTS

1983—Subsec. (a). Pub. L. 97-444, § 222(1), added
proviso authorizing the Commission to withhoid from
public disclosure any data or information concerning
or obtalned in connection with any pending investiga-
tion of any person.

Subsec. (b). Pub. L. 97-444, § 222(2), added refer-
ences to recelvership proceedings involving a recelver
appointed in a judiclal proceeding brought under this
chapter and to banruptcy proceedings in which the
Commission has intervened or in which the Commis-
ilon has the right to appear and be heard under title

1

Subsec, (e). Pub. L. 97-444, § 222(3), struck out “of
the Executlve Branch” after “Upon the request of any
department or agency” and added: “Upon the request
of any department or agency of any State or any polit-
ical subdivision thereof, acting within the scope of its
Jjurisdiction, or any department or agency of any for-
elgn government or any political subdivision thereof,
acting within the scope of its jurisdiction, the Commis-
slon may furnish to such department or agency any
information in the possession of the Commission ob-
talned in connection with the administration of this
chapter. Any Information furnished to any depart-
ment or agency of any State or political subdivision
thereof shall not be disclosed by such department or
agency except in connection with an adjudicatory
actlon or proceeding brought under this chapter or
the laws of such State or political subdivision to which
such State or political subdivision or any department
or agency thereof is a party, Tbhe Commission shall
not furnish any information to a department or
agency of a foreign government or poiitical subdivision
thereof unless the Commission is satisfled that the In-
formation will not be disclosed by such department or
agency except in connection with an adjudicatory
action or proceeding brought under the laws of such
foreign government or political subdivision to which
such foreign government or political subdivision or
any department or agency thereof is a party.”

Subsecs. (), (g). Pub. L. 97-444, § 222(5), added sub-
secs. (f) and (g). Former subsecs. (f) and (g) were re-
designated (h) and (1), respectively.

Subsecs, (h), (1). Pub. L. 87-444, § 222(4), redesignat-
;ad former subsecs. (f) and (g) as ¢h) and (1), respective-

Y.

1978—Pub. L. 85-405 consolidated under this section
provisions formerly contained in this section and sec-
tions 12-1, 12-2, and 12-3 of this title, generally re-
vised the provisions thus consolidated to clarify and
expand disclosure to the public of traders and thelr
positions on boards of trade, and divided the provi-
slons thus consolidated and revised into subsecs. (a) to
(g).
1974—Pub. L. 93-463 substituted *“Commission” for
“Secretary of Agriculture”, “it” for ‘‘he", “its" for
thsll, and uItll Ior NHe!l'

1966—Pub. L. 90-258 authorized investigations to as-
certaln facts regarding operations of other peysons
subject to any provisions of this chapter,

1936—Act June 15, 1936, substituted “commodity’
for ““grain” throughout.

ErrecTIvE DATE OF 1983 AMENDMENT

Amendment by Pub. L. 97-444 effectlve Jan. 11,
1983, see section 239 of Pub. L. 87-444, set out as an
Effective Date of 1983 Amendment note under section
2 of this title,
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ErrecTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L. 86-405 effective Oct. 1, 1978,
see section 28 of Pub. L. 95-405, set out as an Effective
l?ate of 1978 Amendment note under section 2 of this
titie.

EFrFeCTIVE DATE OF 1974 AMENDMENT

For effective date of amendment by Pub. L. 93-463,
see section 418 of Pub, L. 93-463, set out as a note
under section 2 of this title.

ErrECTIVE DATE OF 1968 AMENDMENT

Amendment by Pub. L. 90-258 effective 120 days
after Feb. 19, 1968, see section 28 of Pub. L. 90-258, set
out as a note under section 2 of this title.

ErrecTIVE DATE OF 1936 AMENDMENT

Amendment effective 80 days after June 15, 1936,
see note set cut under section 1 of this title.

CROSS REFERENCES

Publication of harmful acts notwithstanding the
provisions of this sectlon, see section 12a of this title.

SecTION REFERRED TO IN OTHER SECTIONS

This section is referred to In sections 12a, 20 of this
title.

§§12-1 to 12-3, Omitted

CODIFICATION

Sections 12-1 to 12-3 comprised the second, third,
and fourth paragraphs, respectively, of section 8 of
the Commodity Exchange Act, Scpt. 21, 1922, ch. 369,
§ 8, 42 Stat. 1003. Such section 8 was amended general-
ly by Pub. L. 95-405, § 16, Sept. 30, 1878, 92 Stat. 873,
m{i is classified In Its entirety to section 12 of this

e.

Section 12-1, as added Dec. 19, 1947, ch, 523, 61 Stat.
941, and amended Feb, 19, 1968, Pub. L. 90-258,
§ 19(b), 82 Stat. 32; Oct. 23, 1974, Pub. L. 93-463, title
I, §103(a), (e), (), 88 Stat. 1392, related to disclosure
of names of traders on the commodity markets by
Commission, See section 12(e) of this title.

Section 12-2, as added Oct. 23, 1974, Pub. L. 83-463,
title I, § 105, 88 Stat. 1392, provided for an annual
renort to Congress. See scction 12(h) of this title.

Sectlon 12-3, as added Oct. 23, 1974, Pub. L. 93-463,
title I, § 105, 88 Stat. 1392, related to reviews and
all:dltsl; ll)y the Comptroller General, See section 12(1) of
this title.

§ 12a. Registration of commodity dealers and associ-
ated persons; regulation of contract markets

The Commission is authorized—

(1) to register futures commission mer-
chants, associated persons of futures commis-
sion merchants, introducing brokers, associat-
ed persons of introducing brokers, commodity
trading advisors, associated persons of com-
modity trading advisors, commodity pool op-
erators, associated persons of commodity pool
operators, and floor brokers upon appiication
in accordance with rules and regulations and
in the form and manner to be prescribed by
the Commission, which may require the ap-
plicant, and such persons associated with the
applicant as the Commission may specify, to
be fingerprinted and to submit, or cause to be
submitted, such fingerprints to the Attorney
General for identification and appropriate
processing, and in connection therewith to fix
and establish from time te time reasonable
fees and charges for registrations and renew-



Page 39 TITLE 7—-AGRICULTURE §12a

als thereof: Provided, That notwithstanding
any provision of this chapter, the Commission
may grant a temporary license to any appli-
cant for registration with the Commission
pursuant to such rules, regulations, or orders
as the Commission may adopt, except that,
the term of any such temporary license shall
not exceed six months from the date of its is-
suance;

(2) upon notice, but without a hearing and
pursuant to such rules, regulations, or orders
as the Commission may adopt, to refuse to
register, to register conditionally, or to sus-
pend or place restrictions upon the registra-
tion of, any person and with such a hearing
as may be appropriate to revoke the registra-
tion of any person—

(A) if a prior registration of such person
in any capacity has been suspended (and
the period of such suspension has not ex-
pired) or has been revoked;

(B) if registration of such person in any
capacity has been refused under the provi-
sions of paragraph (3) of this section within
five years preceding the fiiing of the appli-
cg.tion for registration or at any time there-
after;

(C) if such person is permanently or tem-
porarily enjoined by order, judgment, or
decree of any court of competent jurisdic-
tion (except that registration may not be re-
voked solely on the basis of such temporary
order, judgment, or decree), inciuding an
order entered pursuant to an agreement of
settlement to which the Commission or any
Federal or State agency or other govern-
mental body is a party, from (i) actingas a
futures commission merchant, introducing
broker, floor broker, commodity trading ad-
visor, commodity pool operator, associated
person of any registrant under this chapter,
securities broker, securities dealer, munici-
pal securities broker, municipal securities
dealer, transfer agent, clearing agency, se-
curities information processor, investment
adviser, investment company, or affiilated
person or employee of any of the foregoing
or (il) engaging in or continuing any activi-
ty involving any transaction in or advice
concerning contracts of sale of a commodity
for future delivery, concerning matters sub-
ject to Commission regulation under section
glc or 23 of this title, or concermning securi-

es;

(D) if such person has been convicted
within ten years preceding the filing of the
application for registration or at any time
thereafter of any felony that (i) involves
any transactions or advice concerning any
contract of sale of a commodity for future
delivery, or any activity subject to Commis-
sion regulation under section 8¢ or 23 of
this title, or concerning a security, (i) arises
out of the conduct of the business of a fu-
tures commission merchant, introducing
broker, floor broker, commodity trading ad-
visor, commodity pool operator, associated
person of any registrant under this chapter,
securities broker, securities dealer, munici-
pal securities broker, municipal securities
dealer, transfer agent, clearing agency, se-

curities information processor, investment
adviser, investment company, or an affili-
ated person or employee of any of the fore-
going, (iii) involves embezzlement, theft, ex-
tortion, fraud, fraudulent conversion, mis-
appropriation of funds, securities or proper-
ty, forgery, counterfeiting, false pretenses,
bribery, or gambling, or (iv) involves the
violation of section 152, 1341, 1342, or 1343,
or chapter 25, 47, 95, or 96 of title 18;

(E) if such person, within ten years pre-
ceding the filing of the application or at
any time thereafter, has been found by any
court of competent jurisdiction, by the
Commission or any Federal or State agency
or other governmental body, or by agree-
ment of settlement to which the Commis-
sion or any Federal or State agency or
other governmental body is a party, (i) to
have violated any provision of this chapter,
the Securities Act of 1933 [15 U.S.C. 77a et
seq.], the Securities Exchange Act of 1934
{15 U.S.C. 78a et seq.]), the Public Utility
Holding Company Act of 1935 [15 U.S.C. 79
et seq.], the Trust Indenture Act of 1939 {15
U.S.C. TMaaa et seq.], the Investment Advis-
ers Act of 1940 [15 U.S.C. 80b-1 et seq.], the
Investment Company Act of 1940 [15 U.S.C.
80a-1 et seq.], the Securities Investors ® Pro-
tection Act of 1970 [15 U.S.C. 78aaa et seq.],
the Foreign Corrupt Practices Act of 1977,
or any similar statute of a State or foreign
jurisdiction, or any rule, regulation, or
order under any such statutes, or the rules
of the Municipal Securities Rulemaking
Board where such violation involves embez-
zlement, theft, extortion, fraud, frauduient
conversion, misappropriation of funds, secu-
rities or property, forgery, counterfeiting,
false pretenses, bribery, or gambling, or (ii)
to have willfully aided, abetted, counseled,
commanded, induced, or procured such vio-
lation by any other person;

(F) if such person is subject to an out-
standing order of the Commission denying
trading privileges on any contract market to
such person, denying, suspending, or revok-
ing such person's membership in any con-
tract market or registered futures associ-
ation, or barring or suspending such person
from being associated with a registrant
under this chapter or with a member of a
contract market or with a member of a reg-
istered futures association;

(@) if, as to any of the matters set forth
in subparagraphs (A) through (F) of this
paragraph, such person wilifully made any
material false or misleading statement or
omitted to state any material fact in such
person’s application; or

(H) if refusal, suspension, or revocation of
the registration of any principal of such
person would be warranted because of a
staturt;ory disqualification listed in this para-
graph:

Provided, That such person may appeal from
a decision to refuse registration, condition

280 I original. Probably should be **Investor”.
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registration, suspend, revoke or to place re-
strictions upon registration made pursuant to
the provisions of this paragraph in the
manner provided in section 9 of this title; and
Provided, further, That for the purposes of
paragraphs (2) and (3) of this section, ‘princi-
pal” shall mean, if the person is a partner-
ship, any general partner or, if the person is a
corporation, any officer, director, or bene:i-
cial owner of at least 10 per centum of the
voting shares of the corporation, and any
other person that the Commission by rule,
regulation, or order determines has the
power, directly or indirectly, through agree-
ment or otherwise, to exercise a controlling
influence over the activities of such person
which are subject to regulation by the Com-
mission;

(3) to refuse to register or to reglster condi-
tionally any person, {f it is found, after oppor-
tunity for hearing, that—

(A) such person has been found by the
Commission or by any court of competent
jurisdiction to have violated, or has con-
sented to findings of a violation of, any pro-
vision of this chapter, or any rule, regula-
tion, or order thereunder (other than a vio-
latlon set forth in paragraph (2) of this sec-
tion), or to have willfully aided, abetted,
counseled, commanded, induced, or pro-
cured the violation by any other person of
any such provision;

(B) such person has been found by any
court of competent jurisdiction or by any
Federal or State agency or other govern-
mental body, or by agreement of settlement
to which any Federal or State agency or
other governmental bcdy is a party, (1) to
have violated any provision of the Securi-
ties Act of 1933 [15 U.S.C. 77a et seq.], the
Securities Exchange Act of 1934 [15 U.S.C.
78a et seq.]l, thc Public Utility Holding
Company Act of 1935 [16 U.S.C. 79 et seq.],
the Trust Indenture Act of 1939 [15 U.S.C.
T7aasa et seq.]l, the Investment Advisers Act
of 1940 (15 U.S.C. 80b-1 et seq.], the Invest-
ment Company Act of 1940 [15 U.S.C. 80a-1
et seq.], the Securities Investors* Protec-
tion Act of 1970 [15 U.S.C. 78aaa et seq.l,
the Forelgn Corrupt Practices Act of 1977,
or any similar statute of a State or foreign
Jurisdiction, or any rule, regulation, or
order under any such statutes, or the rules
of the Municlpal Securities Rulemaking
Board or (i) to have willfully aided, abet-
ted, counseled, commanded, induced, or pro-
cured stuch violation by any other person;

(C) such person falled reasonably to su-
peirvise another person, who is subject to
such person's supervision, with a view to
preventing violations of this chapter, or of
_any of the statutes set forth in subpara-
graph (B) of this paragraph, or of any of
the rules, regulations, or orders thereunder,
and the person subject to supervision com-
mitted such a violation: Provided, That no
person shall be deemed to have falled rca-
sonably to supcrvise another person, within
the meaning of this subparagraph if ()

‘Bo in original. Probably should be “Investor",
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there have been establishea procedures, and
a system for applying such procedures,
which would reasonably be expected to pre-
vent and detect, insofar as practicable, any
such violation by such other person and (i)
such person has reasonably discharged the
duties and obligations incumbent upon that
person, as supervisor, by reason of such pro-
ccdures and system, without reasonable
cause to beileve that such procedures and
system were not being complied with;

(D) such person was convicted of a felony
other than a felony of the type specified in
paragraph (2)(D) of this section within ten
years preceding the filing of the application
or at any time thereafter, or was convicted
of a felony, including a felony of the type
speclfied in paragraph (2XD) of this sec-
tion, more than ten years preceding the
filing of the application;

(E) such person was convicted within ten
years preceding the filing of the application
for registration or at any time thereafter of
any misdemeanor which (1) involves any
transaction or advice concerning any con-
tract of sale of a commodity for future de-
llvery or any activity subject to Commission
regulation under section 6c or 23 of this
title or concerning a security, (i1) arises out
of the conduct of the business of a futures
commission merchant, introducing broker,
floor broker, commodity trading advisor,
commodity pool operator, associated person
of any registrant under this chapter, securi-
ties broker, securitles dealer, municipal se-
curities broker, municipal securities dealer,
transfer agent, clearing agency, securities
information processor, investment adviser,
investmen: company, or an affiliated person
or employee of any of the foregoing, (iil) in-
volves embezzlement, theft, extortion,
fraud, fraudulent conversion, misappropria-
tion of funds, securities or property, forg-
ery, counterfeiting, false pretenses, bribery,
or gambling, (iv) involves the violation of
section 152, 1341, 1342, or 1343 or chapter
25, 47, 95, or 96 of title 18;

(F) such person was debarred by any
agency of the United States from contract-
ing with the United States;

(@) such person willfuliy made any mate-
rial faise or misleading statement or wiliful-
ly omitted to state any material fact In such
person’s application, in any report required
to be filed with the Commission by this
chapter or the regulatlons thereunder, or in
any procceding before the Commission;

(H) such person has pleaded nolo conten-
dere to criminal charges of felonious con-
duct, or has been convicted in a State court
or in a foreign court of conduct which
would constitute a felony under Federal law
if the offense had been committed under
Federal jurisdiction;

(I) in the case of an applicant for registra-
tion in any capacity for which there are
minimum financial requircments prescribed
under this chapter or under the rules or
regulations of the Commission, such person
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has not established that such person meets
such minimum financial requirements;

(J) such person Is subject to an outstand-
ing order denying, suspending, or expelling
such person from membership in a contract
market, a registered futures association, or
any other self-regulatory organization, or
barring or suspending such person from
being associated with any member or mem-
bers of such contract market, association, or
self-regulatory organization;

(K) such person has been found by any
court of competent jurisdiction or by any
Federal or State agency or other govern-
mental body, or by agreement of settlement
to which any Federal or State agency or
other governmental body is a party, (i) to
have violated any statute or any rule, regu-
lation, or order thereunder which involves
embezzlement, theft, extortion, fraud,
fraudulent conversion, misappropriation of
funds, securities or property, forgery, coun-
terfeiting, false pretenses, bribery, or gam-
bling or (ii) to have willfully aided, abetted,
counseled, commanded, induced or procured
such violation by any other person;

(L) such person has associated with such
person any other person and knows, or in
the exercise of reasonable care should
know, of facts regarding such other person
that are set forth as statutory disqualifica-
tions in paragraph (2) of this section, unless
such person has notified the Commission of
such facts and the Commission has deter-
mined that such other person should be
registered or temporarily licensed;

(M) there is other good cause; or

(N) any principal, as defined in paragraph
(2) of this section, of such person has been
or could be refused registration:

Provided, That pending final determination
under this paragraph, registration shall not
be granted: Provided further, That such
person may appeal from a decision to refuse
registration or to condition registration made
pursuant to this paragraph in the manner
provided in section 9 of this title;

(4) in accordance with the procedure pro-
vided for in section 9 of this title, to suspend,
revoke, or place restrictions upon the regis-
tration of any person registered under this
chapter if cause exists under paragraph (3) of
this section which would warrant a refusal of
registration of such person, and to suspend or
revoke the registration of any futures com-
mission merchant or introducing broker who
shall knowingly accept any order for the pur-
chase or sale of any commodity for future de-
livery on or subject to the rules of any con-
tract market from any person if such person
has been denied trading privileges on any
contract market by order of the Commission
under section 9 of this title and the period of
denial specified in such order shall not have
expired: Provided, That such person may
appeal from a decision to suspend, revoke, or
place restrictions upon registration made pur-
suant to this paragraph in the manner pro-
vided in section 9 of this title;
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(5) to make and promulgate such rules and
regulations as, in the judgment of the Com-
mission, are reasonably necessary to effectu-
ate any of the provisions or to accomplish any
of the purposes of this chapter; and

(6) to communicate to the proper commit-
tee or officer of any contract market, regis-
tered futures association, or self-regulatory
organization as defined in section 3(a)(26) of
the Securities Exchange Act of 1934 [15
U.8.C. 78c(a)26)], notwithstanding the provi-
sions of section 12 of this title, the full facts
concerning any transaction or market oper-
ation, including the names of parties thereto,
which in the judgment of the Commission
disrupts or tends to disrupt any market or is
otherwise harmful or against the best inter-
ests of producers, consumers, or investors, or
which is necessary or appropriate to effectu-
ate the purposes of this chapter: Provided,
That any information furnished by the Com-
mission under this paragraph shall not be dis-
closed by such contract market, registered fu-
tures association, or self-regulatory organiza-
tion except in any self-regulatory action or
proceeding;

() to alter or supplement the rules of a
contract market insofar as necessary or ap-
propriate by rule or regulation or by order, if
after making the appropriate request in writ-
ing to a contract market that such contract
market effect on its own behalf specified
changes in its rules and practices, and after
appropriate notice and opportunity for hear-
ing, the Commission determines that such
contract market has not made the changes so
required, and that such changes are necessary
or appropriate for the protection of persons
producing, handling, processing, or consum-
ing any commodity traded for future delivery
on such contract market, or the product or
byproduct thereof, or for the protection of
traders or to insure fair dealing in commod-
ities traded for future delivery on such con-
tract market. Such rules, regulations, or
orders may specify changes with respect to
such matters as: )

(A) terms or conditions in contracts of
sale to be executed on or subject to the
rules of such contract market;

(B) the form or manner of execution of
purchases and sales for future delivery;

(C) other trading requirements, excepting
the setting of levels of margin;

(D) safeguards with respcct to the finan-
cial responsibility of members;

(E) the manner, method, and place of so-
liciting business, including the content of
such solicitations; and

(F) the form and manner of handling, re-
cording, and accounting for customers'
orders, transactions, and accounts;

(8) to make and promulgate such rules and
regulations with respect to those persons reg-
istered under this chapter, who are not mem-
bers of a contract market, a8 in the judgment
of the Commission are reasonably necessary
to protect the public interest and promote
just and equitable principles of trade, includ-
ing but not limited to the manner, method,
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and place of soliciting business, including the The Securities Exchange Act of 1934, referred to in
content of such solicitation; pars. (2)E) and (3)(B), is act June 6, 1934, ch, 404, 48

(9) to direct the contract market, whenever Stat. 881, as amended, which Is classified principally to
it has rcason to believe that an emergency chapter 2B (§ 78a et seq.) of Title 15. For complete

classification of this Act to the Code, see section 78a of
exists, to take such action as in the Commis- Title 15 and Tables,

slon’s judgment is necessary to maintain or "y, pyniic Utility Holding Company Act of 1935, re-
restore orderly trading in or liquidation of ferred to in pars. (2)(E) and (3)(B), is title I of act Aug.
any futures contract, including, but not limit- 2g, 1935, ch. 687, 49 Stat. 838, as amended, which Is
ed to, the setting of temporary emergency classified generally to chapter 2C (} 79 et seq.) of Title
margin levels on any futures contract, and 15. For complete classification of this Act to the Code,
the fixing of limits that may apply to a seesection 79 of Title 15 and Tables. .

market position acquired in good faith prior The Trust Indenture Act of 1939, referred to In pars,
to the effectlve date of the COmmisslon's (2)(E) and (3)(3), is title III of act M&y 21, 1933, ch.
action. The term “emergency" as used herein 38, 88 added Aug. 3, 1039, ch. 411, 53 Stat. 1145, as
shall mean, in addition to threatened or amended, which is classified generally to subchapter

111 ( T7aaa et seq.) of chapter 2A of Title 15. For com-
actual market manipulations and corners, any pjete classification of this Act to the Code, see section

act of the United States or a foreign govern- nqaaa of Title 15 and Tables.
ment affecting a commodity or any other  The Investment Advisers Act of 1940, referred to in
major market disturbance which prevents the pars, (2)X(E) and (3)(B), is titie II of act Aug, 22, 1840,
market from accurately reflecting the forces ch, 686, 54 Stat. 847, as amended, which is classified
of supply and demand for such commodity. generally to subchapter Il (§ 80b-1 et seq.) of chapter
Any action taken by the Commission under 2D of Title 15, For complete classification of this Act
to the Code, see section 80b-20 of Title 15 and Tables.
this paragraph shall be subject to review only
The Investment Company Act of 1940, referred to in
in the United States Court of Appeals for the ... "9)E) and (3)(B), Is title I of act Aug, 22, 1940,
circuit in which the party seeking review re- oy, "ggg, 54 Stat. 789, as amended, which is classified
sides or has its principal place of business, or generally to subchapter I ( 80a-1 et seq.) of chapter
in the United States Court of Appeals for the 2D of Title 15. For complete classification of this Act
District of Columbia Circuit. Such review to the Code, see section 80a-51 of Title 15 and Tables.
shall be based upon an examination of all the The Securities Investor Protection Act of 1970, re-
information before the Commission at the ferred to in pars. (2)(E) and (3)(B), is Pub. L. 91-598,
time the determination was made. The court Dec. 30, 1970, 84 Stat. 1636, as amended, which Is clas-

' sified generally to chapter 2B-1 (§ 78aaa et seq.) of
zg‘égw;nsgt:;l% fgl{ggisg}og:n?g:gs sggilésg‘;: Titie 15. For complete ciassification of this Act to the

Code, see section 78aaa of Title 15 and Tables.
has determined, after notice and hearing The Forelgn Corrupt Practices Act of 1877, referred
before a panel of the court, that the agency to in pars. (2XE) and (3)(B), is title I of Pub, L. 95-213,
action complained of was arbitrary, capri- Dec, 19, 1977, 91 Stat. 1484, as amended, which en-
cious, an abuse of discretion, or otherwise not acted sections 78dd-1 and 78dd-2 of Title I5, and
in accordance with law. Nothing herein shail amended sections 78m and 78{f of Title 15. For com-
be deemed to limit the meaning or interpreta- };}&te clfaslsi%antion %t this Act to the Code, see sttaiort
le of 19 mendment note set out under section
e ety o soupyas 100 o il 18 and Tabes
%?gxg ]a;lgll.lea%(i ul:li oixt)ss oav:lr‘lj bylaws, rules, regula- AMENDMENTS
S, Or res s

(10) to authorize any person to perform any 1983—Par. (1). Pub. L. 9’1-444:,5 223, substituted su-

portion of the registration functlons under thorization for registration of *‘associated persons of

futures commissfon merchants' for “and persons asso-
this chapter, in accordance with rules, not- clated therewith as described in scction 6k of this

withstanding any other provision of 18W, title”; authorized registration of introducing brokers,
adopted by such person and submitted to the associated persons of introducing brokers, assoclated
Commission for approval or, if applicable, for persons of commodity trading advisors and associated
review pursuant to section 21(j) of this title, persons of commodity pool operators, substituted
and subject to the provisions of this chapter “such persons” for “‘any persons” preceding “associat-
applicable to registrations granted by the ed with the applicant”, and authorized establishment
Commission of registration and renewal fees and charges and
: granting of temporary licenses for terms not exceed-
(Sept. 21, 1922, ch. 369, § 8a, as added June 15, ing six months from date of issuance.
1936, ch. 545, § 10, 49 Stat. 1500, and amended Par. (2). Pub, L. 97-444, § 224(1), added par. (2) and
Aug. 5, 1955, ch. 574, 69 Stat, 535; Feb. 19, 1968, deleted prior par. (2) which had authorized the Com-
Pub. L. 90-258, §§ 20-23, 82 Stat. 32, 33; Oct. 23, mission “to refuse to register any person—
1974, Pub. L. 93-463, title I, § 103(a), (b), (e) “(A) if the prior registration of such person has
title 'II. §§ 204(c), 205'(0)' 213_'215' 88 Stat. '1392: been suspended (and the period of such suspension

; shali not have expired) or has been revoked;
1397, 1400, 1404; Sept. 30, 1978, Pub. L. 95-405, “(B) if it Is found, after opportunity for hearing,

§ 17, 92 Stat, 874; Jan. 11, 1983, Pub. L. 97-444, that the applicant is unfit to engage in the business
title 1, § 104, title 1I, §§ 223-225, 96 Stat. 2297, for which the appiication for registration is made, ()
2310-2315.) becauitse such applicant, or, if the applicant }s a part-
nership, any general partner, or, if the appiicant is a

REFERENCES IN TEXT corporation, any officer or holder of more than 10

The Securities Act of 1933, referred to in pars. (2XE) per centum of the stock, at any time engaged in any
and (3XB), is title I of act May 27, 1933, ch. 38, 48 Stat. practice of the character prohibited by this chapter
74, as amended, which is classified generally to sub- or was convicted of a felony in any State or Federal
chapter I (§ 77a et seq.) of chapter 2A of Title 15, court, or was debarred by any agency of the United
Commerce and Trade. For complete classification of States from contracting with thc United States, or
this Act to the Code, see section 77a of Title 15 and the applicant wilifully madc any material faise or
Tables. misieading statement in his application or wilifully
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omitted to state any material fact in connection with
the application, or (i) for other good cause shown;

or
“(C) In the case of an applicant for registration as
futures commission merchant, If it is found after op-
portunity for hearing that the applicant has not es-
tablished that he meets the minimum financial re-
quirements under section 6f of this title: Provided,

That pending final determination under subpara-

graph (B) or (C), registration shall not be granted:

And provided further, That the applicant may

appeal from the refusal of registration under sub-

paragraph (B) or (C) In the manner provided in sec-
tion 9 of this title; and”.

Par. (3). Pub, L. 97-444, § 224(3), added par. (3).
Former par, (3) redesignated (4).

Par. (4). Pub. L., 97-444, § 224(2), (4), struck out par.
(4) provision for establishment of reglstration and re-
newal fees and charges, covered in par. (1), redesignat-
ed par. (3) as (4), and in redesignated par. (4), author-
fzed placing of restrictions on registrations, suspension
or revocation of registration of an introducing broker
and appeals from registration decisions made pursuant
to this paragraph as provided in section 9 of this title,
and substituted “If cause exists under paragraph (3) of
this sectlon” for “If cause exists under paragraph
(2X(B) or (C) of this section”,

Par. (8). Pub, L. 97-444, § 104, authorized communi-
cation of full facts respecting transactions or market
operations to registered futures associations and self-
regujatory organizations, included concern for inves-
tors, provided for communications when necessary or
appropriate to effectuate purposes of this chapter,
and prohibited disclosure of furnished information
except In self-regulatory actions or proceedings.

Pars. (6) to (8). Pub. L. 97-444, § 224(5), struck out
“and” at end of pars. (8), (7), and (8).

Par. (9). Pub. L. 97-444, § 225, authorized the Com-
missfon to direct the contract market to take certain
action, Including, but not limited to, the setting of
temporary emergency margin levels on any futures
contract, and the fixing of limits that may apply to a
market position acqulired in good faith prior to the ef-
fective date of the Commission’s actfon and inserted
provisions respecting judicial review.

Par. (10). Pub, L. 97-444, § 224(6), added par. (10).

1978—Par. (1). Pub, L. 95-405, §17(1), inserted
“, which may require the applicant, and any persons
associated with the appiicant as the Commission may
specify, to be fingerprinted and to submit, or cause to
be submitted, such fingerprints to the Attorney Gen-
eral for identification and appropriate processing” fol-
lowing "by the Commission”,

Par. (8). Pub. L. 95-405, § 17(2), struck out “and to
publish” following *“‘any contract market",

1974—Pub, L. 93-463, § 103(a), substituted ‘“Commis-
sion” for “Secretary of Agriculture” in the introduc-
tory provisions preceding par, (1).

Par. (1), Pub, L. 93-463, §§ 103(a), 204(c), 205(c), sub-
stituted “Commissfon’’ for “Secretary of Agriculture”,
fnserted “‘and persons assoclated therewith as de-
scribed in section 6k of this title, following “‘futures
commission merchants”, and inserted *“commodity
trading advisors, commodity pool operators" before
“and floor brokers'.

Par. (3). Pub, L. 83-463, § 103(a), substituted “Com-
mission” for “Secretary of Agriculture”.

Par, (5). Pub, L. 93-463, § 103(a), substituted “Com-
mission” for “Secrctary of Agriculture”.

Par, (6). Pub. L. 93-463, § 103(a), substituted “Com-
mission” for “Secretary of Agriculture”.

Par. (7). Pub. L. 83-463, §§ 103(b), (e), 213, substitut-
ed provisions covering the altering or supplementing
of the rules of a contract market for provisfons cover-
Ing the disapproval of bylaws, rules, regulations, and
resolutions made, |ssued, or proposed by a contract
market and substituted “Commissfon” for “Secretary
of Agricuiture or the commission” and "it” for "he"”,

Par, (8). Pub. L. 93-463, § 214, added par. (8).

Par. (9). Pub, L. 93-463, § 215, added par. (9).

TITLE 7--AGRICULTURE

§12b

1968—Par, (2). Pub. L. 90-258, § 20, designated exist-
Ing provislons as subpar, (A), substituting “if the prior
registration of such person” for “if such person has
violated any of the provisions of this chapter or any of
the rules or regnlations promuigated by the Secretary
of Agriculture hereunder for which the registration of
such person” and added subpars. (B) and (C).

Par. (3). Pub. L. 90-258, § 21, authorized the Secre-
tary of Agriculture, In accordance with the procedure
provided for In section 9 of this title, to suspend or
revoke the registration of any person registered under
this chapter If cause exists under par. (2)B) or (C) of
this section which would warrant a refusal of registra-
tion of sueh person.

Par. (4). Pub. L, 90-258, § 22, deleted authorization
for establishment of fees for coples of registration cer-
tificates.

Par. (7). Pub. L, 90-258, § 23, added par. (7).

1955—Par, (4). Act Aug. 5, 1955, authorized the Sec-
retary to fix and establish reasonable fees for registra-
tions and renewals, and eliminated provisions which
set the fee for each registration and renewal at not
more than $10.

ErrecTIVE DATE oF 1983 AMENDMENT

Amendment by Pub, L. 97-444 effective Jan. 11,
1083, see section 239 of Pub. L. 97-444, set out as an
Effective Date of 1983 Amendment note under section
2 of this title.

ErrecTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L, 95-405 effective Oct. 1, 1978,
see section 28 of Pub. L. 85-405, set out as an Effective
Date of 1978 Amendment note under section 2 of this
title,

EFrFECTIVE DATE OF 1974 AMENDMENT

For effective date of amendment by Pub, L. 93-463,
see section 418 of Pub, L. 93-463, set out as a note
under section 2 of this title.

ErreECcTIVE DATE OF 1968 AMENDMENT

Amendment by Pub. L. 90-258 effective 120 days
after Feb. 19, 1968, see section 28 of Pub. L. 90-258, set
out as a note under section 2 of this title.

EFFECTIVE DATE

See Effective Date of 1936 Amendment note set out
under section 1 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to In sections 4a, 6k, 21 of
this title,

§ 12b, Trading ban violations; prohibition

It shall be unlawful for any person, against
whom there is outstanding any order of the
Commission prohibiting him from trading on or
subject to the rules of any contract market, to
make or cause to be made in contravention of
such order, any contract for future delivery of
any commodity, on or subject to the rules of
any contract market.

(Sept. 21, 1922, ch. 369, § 8b, as added Feb. 19,
1968, Pub. L. 90-258, §24, 82 Stat. 33, and
amended Oct. 23, 1974, Pub. L. 93-463, title I,
§ 103(a), 88 Stat. 1392.)

AMENDMENTS

1974—Pub, L. 93-463 substituted “Commission” for
“Secretary of Agriculture”.
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ErrecTIvE DATE OF 1974 AMENDMENT

For effective date of amendment by Pub, L. 93-463
see section 418 of Pub. L. 93-463, set out as a note
under section 2 of this title.

EFFECTIVE DATE

Section effective 120 days after Feb. 19, 1968, see
section 28 of Pub. L. 80-258, set out as an Effective
Date of 1968 Amendment note under section 2 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 13 of this title.

8 12¢. Disciplinary actions; notice; review of action by
Commission

(1XA) Any exchange or the Commission if
the exchange fails to act, may suspend, expel,
or otherwise discipline any person who is a
member of that exchange, or deny any person
access to the exchange. Any such action shall
be taken solely in accordance with the rules of
that exchange.

(B) Any suspension, expulsion, disciplinary,
or access denial procedure established by an ex-
change rule shall provide for written notice to
the Commission and to the person who is sus-
pended, expelled, or disciplined, or denied
access, within thirty days, which includes the
reasons for the exchange action in the form
and manner the Commission prescribes. An ex-
change shall make public its findings and the
reasons for the exchange action in any such
proceeding, including the action taken or the
penalty imposed, but shall not disciose the evi-
dence therefor, except to the person who is sus-
pended, expelled, or disciplined, or denied
access, and to the Commission.

(2) The Commission may, in its discretion and
in accordance with such standards and proce-
dures as it deems appropriate, review any deci-
sion by an exchange whereby a person is sus-
pended, expelled, otherwise disciplined, or
denied access to the exchange. In addition, the
Commission may, in its discretion and upon ap-
plication of any person who is adversely affect-
ed by any other exchange action, review such
action,

(3) The Commission may affirm, modify, set
aside, or remand any exchange decision it re-
views pursuant to paragraph (2) of this section,
after a determination on the record whether
the action of the exchange was in accordance
with the policies of this chapter. Subject to ju-
dicial review, any order of the Commission en-
tered pursuant to paragraph (2) of this section
shail govern the exchange in its further treat-
ment of the matter.

(4) The Commission, in its discretion, may
order a stay of any action taken pursuant to
paragraph (1) of this section pending review
thereof.

(Sept. 21, 1922, ch, 369, § 8¢, as added Oct. 23,
1974, Pub. L. 93-463, title II, § 216, 88 Stat.
1405, and amended Sept. 30, 1978, Pub. L.
95-405, § 18, 92 Stat. 874.)

AMENDMENTS

1978—Par. (1)(B). Pub. L. 95-405 substituted “An ex-
change shall make public its findings and the reasons
for the exchange action in any such proceeding, in-
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cluding the action taken or the penalty imposed, but
shall not disclose the evidence therefor, except to the
person who is suspended, expelled, or disciplined or
denied access, and to the Commission” for “Otherwise
the notice and reasons shall be kept confidential”.

ErrFecTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L. 95-405 effective Oct. 1, 1978,
see section 28 of Pub, L. 95-405, set out as an Effective
l?:.te of 1978 Amendment note under section 2 of this
title.

EFFECTIVE DATE

For effective date of section, see section 418 of Pub.
L. 83-463, set out as an Effective Date of 1968 Amend-
ment note under section 2 of this title.

§12d. Commission actlon for noncompliance with
export sales reporting requirements

The Commission may, in accordance with the
procedures provided for in this chapter, refuse
to register, register conditionally, or suspend,
place restrictions upon, or revoke the registra-
tion of, any person, and may bar for any pcriod
as it deems appropriate any person from using
or participating in any manner in any market
regulated by the Commission, if such person is
subject to a final decision or order of any court
of competent jurisdiction or agency of the
United States finding such person to have
knowingly violated any provision of the export
sales reporting requirements of section 612c-3
of this title, or of any regulation issued there-
under.

(Sept. 21, 1922, ch. 369, § 8d, as added Jan. 11,
1983, Pub. L., 97-444, title II, §226, 96 Stat.
2316.)

EFFECTIVE DATE

Section effective Jan. 11, 1983, see section 239 of
Pub, L. 97-444, set out as an Effective Date of 1983
Amendment note under section 2 of this title.

§ 13. Violations generaily; punishment; costs of pros.
ecution

(a) Penalty for embezzlement and larcenous actions;
limit for individuals; value; suspension

It shall be a felony punishable by a fine of
not more than $500,000 or imprisonment for
not more than five yesrs, or both, together
with the costs of prosecution, for any person
registered or required to be registered under
this chapier, or any employee or agent thereof,
to embezzle, steal, purloin, or with criminal
intent convert to his own use or the use of an-
other, any money, securities, or property
having a value in excess of $100, which was re-
ceived by such person or any employee or agent
thereof to margin, guarantee, or secure the
trades or contracts of any customer or accruing
to such customer as a result of such trades or
contracts or which otherwise was received from
any customer, client, or pool participant in con-
nection with the business of such person. Not-
withstanding the foregolng, in the case of any
violation described in the foregoing sentence by
a person who is an individual, the fine shall not
be more than $100,000, together with the costs
of prosecution. The word “value” as used in
this subsection means face, par, or market
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value, or cost price, either wholesale or retail,
whichever is greater. A person convicted of a
felony under this subsection shall be suspended
from registration under this chapter and shall
be denied registration or reregistration for five
years or such longer period as the Commission
shall determine, unless the Commission deter-
mines that the imposition of such suspension or
denial of registration or reregistration is not re-
quired to protect the public interest, The Com-
mission may upon petition later review such
disqualification and for good cause shown
reduce the period thereof.

(b) Penalty for price manipulation, cornering, and
fraudulent information; suspension

It shall be a felony punishable by a fine of
not more than $500,000 or imprisonment for
not more than five years, or both, together
with the costs of prorecution, for any person to
manipulate or attempt to manipulate the price
of any commodity in Interstate commerce, or
for future delivery cn or subject to the rules of
any contract market, or to corner or attempt to
corner any such corumodity, or knowingly to
dellver or cause to be :lelivered for transmission
through the mails or in interstate commerce by
telegraph, telephone, wireless, or other means
of communication false or misleading or know-
ingly inaccurate reports concerning crop or
market information or conditions that affect or
tend to affect the price of any commodity in in-
terstate commerce, or knowingly to vioiate the
provisions of section 6, 6b, 6¢c(b) through 6c(e),
6h, 60(1), or 23 of this title, or knowingly to
make any false or misleading statement of a
material fact in any registration application or
report filed with the Commission, or knowingly
to omit in any application or report any materi-
al fact that is required to be stated therein.
Notwithstanding the foregoing, in the casc of
any violation described in the foregoing sen-
tence by a person who is an individual, the fine
shall not be more than $100,000, together with
the costs of prosecution. A person convicted of
a felony under this subsection shall be suspend-
ed from any registration under this chapter,
denied registration or reregistration for five
years or such longer period as the Commission
shall determine, and barred from using or par-
ticipating in any manner in any market reguiat-
ed by the Commission for five years or such
longer period as the Commission shall deter-
mine on such terms and conditions as the Com-
mission may prescribe, inless the Commission
determines that the impos:tion of such suspen-
slon, denial of registration or rereglstration, or
market bar is not required to protect the public
interest. The Commission may upon petition
later review such disqualification and market
bﬁ.r and for good cause shown reduce the period
thereof.

(¢) Misdemeanors; suspension

Except as provided in subsections (a), (b), (d),
and (e) of this section, it shall be a misdemean-
or punishable by a finc of not more than
$100,000 or imprisonment for not more than
one year, or both, together with the costs of
prosecution, for any person to violate any pro-
visions of section 6a, 6c(a), 6d, 6¢c, 61, 6k, 6m,
60(2), or 12b of this title, or to fail to cvidence
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any contract mentioned in section 6 of this title
by a record in writing as therein required. A
person convicted under this subsection of know-
Ingly violating the provisions of section 6a of
this title shall be suspended from any registra-
tion under this chapter, denied registration or
reregistration for a period of two years or such
longer period as the Commission shall deter-
mine, and barred from using or participating in
any manner in any market regulated by the
Commission for two years or such longer period
as the Commission shall determine on such
terms and conditions as the Commission may
prescrlbe, unless the Commission determines
that the imposition of such suspension, denial
of registration or reregistration, or market bar
Is not required to protect the public interest.
The Commission may upon petition later
review such disqualification and market bar
and for good cause shown reduce the period
thereof.

(d) Transactions by Commissioners and Commission
employees prohibited

It shall be a felony punishable by a fine of
not more than $100,000 or imprisonment for
not more than five years, or both, together
with the costs of prosecution, for any Commis-
sioner of the Commission or any employee or
agent thereof, to participate, directly or indi-
rectly, in any transaction in commodity futures
or any transaction of the character of or which
Is commonly known to the trade as an “option”,
“privilege”, “indemnity"”, “bid”, “offer”, “put”,
“call”, “advance guarantee”, or ‘‘decline guar-
anty”, or any transaction for the dellvery of
any commodity under a standardized contract
commonly known to the trade as a margin ac-
count, margin contract, leverage account, or
leverage contract, or under any contract, ac-
count, arrangement, scheme, or device that the
Commission determines serves the same func-
tion or functions as such a standardized con-
tract, or is marketed or managed In substantial-
ly the same manner as such a standardized con-
tract, or for any such person to participate, di-
rectly or Indirectly, in any investment transac-
tion in an actuai commodity. Such prohibition
against any investment transaction in an actual
commodity shall not apply to (1) a transaction
in which such person buys an agricultural com-
modity or llvestock for use in such person's own
farming or ranching operations or sells an agri-
cultural commodity which such person has pro-
duced In connection with such person’s own
farming or ranching operatlons nor to any
transaction in which such person sells llvestock
owned by such person for at least three
months, (2) a transaction entered into by the
trustee of a trust established by such person
over which such person exercises no control if
such transactlon is entered into solely to hedge
against adverse price changes in connection
with such farming or ranching operatlons or is
a transaction for the leasc of oil or gas or other
mineral rights or interests owned by such
person, or (3) a transactlon in which such
person buys or sclls, directly or indirectly
(except by means of an instrument regulated
by the Commission), a United States Govern-
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ment security, a certificate of deposit, or a simi-
lar financial instrument if no nonpublic infor-
mation is used by such person in such transac-
tion. With respect to such excepted transac-
tions, the Commission shall require any Com-
missioner of the Commission or any empioyee
or agent thereof who participates in any such
transaction to notify the Commission thereof in
accordance with such regulations as the Com-
mission shali prescribe and the Commission
shaill make such information available to the
public.

(e) Use of information by Commissioners and Com-
mission employees probibited

It shall be a felony punishable by a fine of
not more than $100,000 or imprisonment for
not more than five years, or both, together
with the costs of prosecution—(1) for any Com-
missioner of the Commission or any employee
or agent thereof who, by virtue of his employ-
ment or position, acquires information which
may affect or tend to affect the price of any
commodity futures or commodity and which in-
formation has not been made public to impart
such information with intent to assist another
person, directiy or indirectly, to participe‘e in
any transaction in commodity futures, any
transaction in an actual commodity, or in any
transaction of the character of or which is com-
monly known to the trade as an “option”,
“privilege”, “indemnity”, “bid"”, “offer”, “put”,
“call”, “advance guaranty”, or “deciine guaraii-
ty”, or in any transaction for the delivery of
any commodity under a standardized contract
commonly known to the trade as a margin ac-
count, margin contract, leverage account, or
leverage contract, or under any contract, ac-
count, arrangement, scheme, or device that the
Commission determines serves the same func-
tion or functions as such a standardized con-
tract, or is marketed or managed in substantial-
ly the same manner as such a standardized con-
tract; and (2) for any person to acquire such in-
formation from any Commissioner of the Com-
mission or any employee or agent thereof and
to use such information in any transaction in
commodity futures, any transaction in an
actual commodity, or in any transaction of the
character of or which is commonly known to
the trade as an “option”, “privilege”, “indemni-
ty”, “bid", “offer”, “put”, “call”, “advance guar-
anty”, or ‘‘deciine guaranty”, or in any transac-
tion for the delivery of any commodity under a
standardized contract commonly known to the
trade as a margin account, margin contract, lev-
erage account, or ieverage contract, or under
any contract, account, arrangement, scheme, or
device that the Commission determines serves
the same function or functions as such a stand-
ardized contract, or is marketed or managed in
substaatially the same manner as such a stand-
ardized contract.

(Sept. 21, 1822, ch. 369, § 9, 42 Stat. 1003; June
15, 1936, ch, 5456, §§2, 11, 49 Stat. 1491, 1501;
Feb. 19, 1868, Pub. L. 90-258, § 25, 82 Stat. 33;
Oct. 23, 1974, Pub, L. 93-463, title II, § 212(d),
title IV, §§ 401, 409, 88 Stat. 1404, 1412, 1414;
Sept. 30, 1978, Pub. L. 95-405, § 18, 92 Stat, 875;
Jan, 11, 1983, Pub. L. 97-444, title II, § 227, 96
Stat. 2318.)
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AMENDMENTS

1983—Subsec. (a). Pub. L. 97-444, § 227(1), expanded
applicability of subsec. to any person registered or re-
quired to be registered under this chapter and added
provision suspending persons convicted under this
subsec. from registration and denying reregistration
for five years or longer us determined by the Commis-
sion, unless such suspension or denial is not required
to protect the pubiic interest.

Subsec. (b), Pub, L. 97-444, §227(2), added: “A
person convieted of a felony under this subsection
shall be suspended from any registration under this
chapter, denied registration or reregistration for five
years or such longer period as the Commission shall
determine, and barred from using or particlpating in
any manner in any market regulated by the Commis-
sion for five years or such longer period as the Com-
mission shall determine on such terms and conditions
as the Commission may prescribe, unless the Commis-
slon determines that the imposition of such suspen-
sion, denial of registration or reregistration, or market
bar s not required to protect the public interest. The
Commission may upon petition later review such dis-
qualification and market bar and for good cause
shown reduce the period thereof.”

Subsec. (c). Pub, L. 97-444, §227(3), added: “A
person convlcted under this subsection of knowingly
violating the provisions of section 8a of this titie shall
be suspended from any registration under this chap-
ter, denled registration or reregistration for a period
of two years or such longer pernd as the Commisslon
shall determine, and barred from using or participat-
ing in any manner in any market regulated by the
Commission for two years or such {onger period as the
Commission shall determine on such terms and condi-
tlons as the Commission may prescribe, unless the
Commission determines that the imposition of such
suspension, denlal of registration or reregistration, or
market bar is not required to protect the public inter-
est. The Commission may upon petition later review
such disqualification and market bar and for good
cause shown reduce the period thereof.”

Subsec. (d). Pub, L. 97-444, § 227(4), In amending
subsec. generally, added to range of felonious conduct,
participation In any transaction for the delivery of
any commodity under a standardized contract com-
monly known to the trade as a margin account, margin
contract, leverage account, or leverage contract, or
under any contract, account, arrangement, scheme, or
device that the Commission dctermines serves the
same function or functions as such a standardized con-
tract, or is marketed or managed in substantially the
same manner as such a standardized contract, and
added to nonapplicability of prohibition against any
Investment transaction in an actual commodity, a
transaction entered into by the trustee of a trust es.
tablished by such person over which such person exer-
cises no control {f such transaction is entered into
solely to hedge against adverse price ohanges in con-
nection with such farming or ranching operations or is
a transaction for the lease of oil or gas or other miner-
al rights or interests owned by such person, or a trans-
action in which such person buys or sells, directiy or
Indirectly (except by means of an instrument regulat-
ed by the Commission), a United States Government
security, a certificate of deposit, ur a similar financlal
instrument if no nonpublic information is used by
such person in such transaction.

Subsec. (e). Pub. L. 97-444, § 227(5), inserted after
the words “‘decline guaranty’” each place they
appear the following: *, or in any transaction for the
delivery of any commodity under a standardized con-
tract commonly known to the trade as a margin ac-
count, margin contract, leverage account, or leverage
contract, or under any contract, account, arrange-
ment, scheme, or device that the Commission deter-
mines serves the same function or functions as such a
standardized contract, or is marketed or managed in
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sub:tan:lally the same manner 2s such a standardized
contract”.

1978—8ubsec. (a). Pub, L. 85-405, § 19(1), substituted
*$500,000” for “$100,000" and added provislon relating
to a fine of not more than $100,000 plus costs of pros-
:lcutlon for a violatlon by a person who is an individu-

Subsec. (b), Pub, L. 95-405, §198(2), substituted
"$600,000" for *$100,000" and added provisions
making felonles the violation of sections 6, 6b, 6¢c(b) to
(e), 6h, 60(1) and 23 of this title, knowingly making
any false or misleading statement of material fact, or
omitting such fact in any application or report, and
setting the fine for such felonies at not more than
$100,000 for a person who is an individual.

Subsec. (c). Pub, L, 85-405, § 18(3), added references
to subsecs, (d) and (e) of this section and substituted
“gections 6a, 6¢(a), 6d, 6e, 61, 6k, 6m, 60(2), or 12b of
this title” for “‘sections 6 to 6e, 6h, 61, 6k, 6m, 60 or 12b
of this title".

Subsec. (d). Pub, L. 95-405, §18(4), substituted
*$100,000" for "$10,000",

Subsec. (c). Pub, L. 85-405, §18(5), substituted
*$100,000" for $10,000",

1874—Subsec. (a). Pub, L, 93-463, § 212(d)1), substl-
tuted **$100,000" for "“$10,000".

Subsec. (b), Pub. L. 93-463, § 212(d)2), substituted
*$100,000" for ''$10,000".

Subsec. (c), Pub. L. 93-463, §§ 212(d)(3), 408, substi-
tuted **$100,000" for ''$10,000" and inserted reference
to sections 6k, 6m, and 6o of this title.

Subsecs. (d), (e). Pub. L. 83-463, § 401, added subsecs.
(d) and (e),

1968—Subsec. (a). Pub. L. 80-258 added subsec. (a).

Subsec. (b), Pub. L. 80-258 incorporated existing of-
fenses in provisions designated as subsec. (b), changed
the classification thereof from misdemeanors to felo-
nies, and increased term of imprisonment from not
more than one year to not more than five years.

Subsec. (¢c). Pub. L. 80-258 incorporated existing of-
fenses in provisions designated as subsec. (¢), and in-
cluded penalty for violation of section 12b of tuis title.

1936-—Act June 15, 1936, amended section generally
and provided that price manipulations of commodities
in interstate commerce was a violation.

ErrecTIVE DATE oF 1983 AMENDMENT

Amendment by Pub. L. 97-444 effective Jan. 11,
1983, see section 239 of Pub. L. 97-444, set out as an
Effective Date of 1983 Amendment note under section
2 of this title,

ErrecTIVE DATE oF 1978 AMENDMENT

Amendment by Pub. L. 85-405 effective Oct. 1, 1978,
see section 28 of Pub. L, 95-405, set out as an Effective
I?:lte of 1978 Amendment note under section 2 of this
title.

ErrecTIVE DATE oF 1974 AMENDMENT

For effective date of amendment by Pub. L. 93-463,
see section 418 of Pub. L. 93-463, set out as a note
under sectlon 2 of this title.

ErrecTiVE DATE oF 1968 AMENDMENT

Amendment by Pub. L. 80-268 effective 120 days
after Feb. 19, 1968, see s.ction 28 of Pub. L. 80-258, set
out as a note under section 2 of this title,

ErrecTiVE DATE OF 1936 AMENDMENT

Amendment effectlve 80 days after June 15, 1936,
see note under sectlon 1 of this title,

CRO8S8 REFERENCES

Misdemeanor defined, see section 1 of Title 18,
Crimes and Criminai Procedure.

SectioN REFERRED T0 IN OTHER SECTIONS

This section is referred to in sectlons 6a, 13b of this
title.
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§13-1. Violations, prohihition against dealings in
onion futures; punishment

(a) No contract for the sale of onions for
future delivery shall be made on or subject to
the rules of any board of trade in the United
States. The terms used in this section shall
have the same meaning as when used in this
chapter. .

(b) Any person who shall violate the provi-
sicns of this section shall be deemed guiity of a
misdemeanor and upon conviction thereof be
fined not more than $5,000.

(Pub. L. 85-839, §1, Aug. 28, 1958, 72 Stat.
1013.)

CODIFICATION

Section was not enacted as part of the Commodity
Exchange Act which comprlses this chapter.

EFFECTIVE DATE

Section 2 of Pub. L. 85-839 provided that: “This Act
[this section] shall take effect thirty days after its en-
actment [Aug, 28, 18681."

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 2 of this title.

§ 13a. Nonenforcement of rules of government or
other violatlons; cease and desist orders; fines
and penalties; imprisonment; misdemeanor; sepa-
rate offenses

If any contract market is not enforcing or has
not enforced its rules of government made a
condition of its designation as set forth in sec-
tion 7 of this title, or if any contract market, or
any director, officer, agent, or employee of any
contract market otherwise is violating or has
violated any of the provisions of this chapter or
any of the rules, regulations, or orders of the
Commission thereunder, the Commission may,
upon notice and hearing on the record and sub-
ject to appeal as in other cases provided for in
paragraph (a) of section 8 of this title, make
and enter an order directing that such contract
market, director, officer, agent, or employee
shall cease gnd desist from such violation, and
assess a civii penalty of not more than $100,000
for each such violation. If such contract
market, director, officer, agent, or employee,
after the entry of such a cease and desist order
and the iapse of the period aliowed for appeal
of such order or after the affirmance of such
order, shall fail or refuse to obey or comply
with such order, such contract market, director,
officer, agent, or craployee shall be guilty of a
misdemeanor and, upon conviction thereof,
shall be fined not more than $100,000 or impris-
oned for not less than six months nor more
than one year, or both. Each day during which
such failure or refusal tn obey such cease and
desist order continues shall be deemed a sepa-
rate offense. If the offending contract market
or other person upon whom such penaity is im-
posed, after the lapse of the period allowed for
appeal or after the affirmance of such penalty,
shall fail to pay such penalty, the Commlssion
shall refer the matter to the Attorney General
who shall recover such penalty by action in the
appropriate United States district court, In de-
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termining the amount of the money penalty as-
sessed under this section, the Commission shall
consider the appropriater.ess of such penalty to
the net worth of the offending person and the
gravity of the offense, and in the case of a con-
tract market shall further consider whether the
amount of the penalty wiii materially impair
the contract market’s ability to carry on its op-
erations and duties.

(Sept. 21, 1922, ch, 369, § 6b, as added June 15,
1936, ch. 545, §9, 49 Si.at. 15600, and amended
Feb. 19, 1968, Pub, L. 90-258, § 16, 82 Stat. 31;
Oct. 23, 1974, Pub, L. 93-463, title II, § 212(b),
88 Stat. 1403; Sept. 30, 1978, Pub. L. 95-405,
§ 14, 922 Stat. 872.)

AMENDMENTS

1978 -Pub. L. 95-405 inserted ‘‘on the record" follow-
ing “notice and hearing".

1974—Pub. L. 93-463 added provision for the assess.
ment of a civil penalty of not more than $100,000 for
each violation, substituted “not more than $100,000"
for “not less than $500 nor more than $10,000" as the
permissible range of fines imposed, added provisions
for the enforcement of a penalty, and substituted
“orders of the Commission” for “orders of the Secre-
tary of Agriculture or the commission’,

1968—Pub, L. 90-258 revised the provisions to clarify
application only to boards of trade designated as con.
tract markets, to include as grounds for cease and
desist orders fallure to enforce the market's rules of
government made a condition of its designation and
violation of rules or regulations of the commission or
orders of the Secretary, and to authorize such orders
in conjunction with a suspension or revocation of des-
ignation as a contract market rather than in lieu of
suspension or revocation.

ErrECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub, L. 95-405 effective Oct. 1, 1978,
sce section 28 of Pub, L. 95-405, set out as an Effective
l?ate of 1978 Amendment note under section 2 of this
title.

EFFECTIVE DATE OF 1974 AMENDMENT

For effective date of amendment by Pub. L. 93-463,
sce section 418 of Pub, L. 93-463, set out as a note
under section 2 of this title.

ErrECTIVE DATE OF 1968 AMENDMENT

Amendment by Pub. L. 90-258 effective 120 days
after Feb. 19, 1968, see section 28 of Pub, L, 90-258, set
out as a note under section 2 of this title,

EFrrECTIVE DATE

See Effective Date of 1936 Amendment note set out
under section 1 of this title.

CRross REFERENCES

Misdemeanor defined, see section 1 of Title 18,
Crimes and Criminal Procedure.

§13a-1. Action to enjoin or restrain vioiations; com-
piiance; writs and orders; jurisdiction and venue;
process

Whenever it shall appear to the Commission
that any contract market or other person has
engaged, is engaging, or is about to engage in
any act or practice constituting a violation of
any provlsion of this chapter or any rule, regu-
lation, or order thereunder, or is restraining
trading in any commodity for future delivery,
the Commission may bring an action in the
proper district court of the TJnited States or the
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proper United States court of any territory or
other place subject to the jurisdiction of the
United States, to enjoin such act or practice, or
to enforce compliance with this chapter, or any
rule, regulation or order thereunder, and said
courts shall have jurisdiction: to entertain such
actions: Provided, That no restraining order
(other than a restraining ordzr which prohibits
any person from destroying, altering or dispos-
ing of, or refusing to permit authorized repre-
sentatives of the Commission to inspect, when
and as requested, any books and records or
other documents or which prohibits any person
{from withdrawing, transferring, removing, dissi-
pating, or disposing of any funds, assets, nr
other property) or injunction for violation of
the provisions of this chapter shall be issued ex
parte by said court. Upon a proper showing a
permanent or temporary injunction or restrain-
Ing order shall be granted without bond. Upon
application ¢of the Commission, the district
courts of the United States and the United
States courts of any territory or other place
subject to the jurisdiction of the United States
shall also have jurisdiction to issue writs of
mandamus, or orders affording like relief, com-
manding any person to comply with the provi-
sions of this chapter or any rule, regulation, or
order of the Commission thereunder, including
the requirement that such person take such
action as is necessary to remove the danger of
violation of this chapter or any such rule, regu-
lation, or order: Provided, That no such writ of
mandamus, or order affording like relief, shall
be issued ex parte. Any action under thls sec-
tion may be brought in the district wherein the
defendant is found or is an inhabitant or trans-
acts business or in the district where the act or
practice occurred, is occurring, or is about to
ocecur, and process in such cases may be served
in any district in which the defendant is an in-
habitant or wherever the defendant may be
found. In lieu of bringing actions itself pursu-
ant to this section, the Commission may re-
quest the Attorney General to bring the action.
Where the Commission elects to bring the
action, it shali inform the Attorney General of
such suit and advise him of subsequent develop-
ments.

(Sept. 21, 1922, ch. 369, § 6c, as added Oct. 23,
1974, Pub. L. 93-463, title II, §211, 88 Stat.
1402, and amended Jan. 11, 1983, Pub. L.
97-444, title II, § 220, 96 Stat. 2308.)

AMENDMENTS

1983—Pub. L. 97-444 inserted “(other than a re-
straining order which prohibits any person from de-
stroying, altering or disposing of, or refusing to permit
authorized representatives of the Commission to in-
spect, when and as requested, any books and records
or other documents or which prohibits any person
from withdrawing, transferring, removing, dissipating,
or disposing of any funds, assets, or other property)”
alter “Provided, That no restraining order”.

ErrecTiveE DATE OF 1083 AMENDMENT

Amendment by Pub. L. 97-444 effective Jan. 11,
1983, see section 239 of Pub. L. 97-444, set out as an
Eifective Date of 1983 Amendment nate under section
2 of this title.
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ErrecTIvE DATE

For effective date of section, see section 418 of Pub.
L. 93-463, set out as an Effective Date of 1974 Amend-
ment note under section 2 of this title.

FEDERAL RULES OF CIVIL PROCTDURE

Injunctions, see rule 65, Title 28, Appendix, Judicl-
ary and Judicial Procedure,

Wit of mandamus abolished in United States dis-
trict courts, but relief available by appropriate action
or motion, see rule 81.

8 13a-2. Jurisdiction of States

(1) Whenever it shall appear to the attorney
general of any State, the administrator of the
securities laws of any State, or such other offi-
cial us a State may designate, that the interests
of the residents of that State have been, are
being, or may be threatened or adversely affect-
ed because any person (other than a contract
market, clearinghouse, or floor broker) has en-
gaged in, is cngaging or is about to engage in,
any act or practice constituting a violation of
any provision of this chapter or any rule, regu-
lation, or order of the Commission thereunder,
the State may bring a sult in equity or an
action at law on behalf of its residents to enjoin
such act or practice, to enforce compliance with
this chapter, or any rule, regulation, or order of
the Commission thereunder, to obtain damages
on behalf of their residents, or to obtain such
further and other relief as the court may deem
appropriate.

(2) The district courts of the United States,
the United States courts of any territory, and
the District Court of the United States for the
District of Columbia, shall have jurisdiction of
all suits in equity and actions at law brought
under this section to enforce any liability or
duty created by this chapter or any rule, regu-
lation, or order of the Commission thereunder,
or to obtain damages or other relief with re-
spect thereto. Upon proper application, such
courts shall also have jurisdiction to issue writs
of mandamus, or orders affording like relief,
commanding the defendant to comply with the
provisions of this chapter or any rule, regula-
tion, or order of the Commission thereunder,
including the requirement that the defendant
take such action as i{s necessary to remove the
danger of violation of this chapter or of any
such rule, regulation, or order. Upon a proper
showing, a permanent or temporary injunction
gr restraining order shall be granted without

ond.

(3) 1Inimediately upon instituting any such
suit or action, the State shall serve written
notice thereof upon the Commission and pro-
vide the Commiscion with a copy of its com-
plaint, and the Commission shall have the right
to (A) intervene in the suit or action and, upon
doing so, shall be heard on all matters arising
therein, and (B) file petitions for appeal.

(4) Any suit or action brought under this sec-
tion in a district court of the United States may
be brought in the district wherein the defend-
ant i{s found or is an inhabitant or transacts
business or wherein the act or practice oc-
curred, is occurring, or is about to occur, and
process in such cases may be served in any dis-
trict in which the defendant is an inhabitant or
wherever the defendant may be found.
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(6) For purposes of bringing any suit or
action under this section, nothing in this chap-
ter shall prevent the attorney general, the ad-
ministrator of the State securities laws, or
other duly authorized State officials from exer-
cising the powers conferred on them by the
laws of such State to conduct investigations or
to administer oaths or affirmations or to
compel the attendance of witnesses or the pro-
duction of documentary and other evidence.

(6) For purposes of this section, “State”
means any State of the United States, the Dis-
trict of Columbla, the Commonwealth of
Puerto Rico, or any territory or possession of
the United States.

(1) Nothing contained in this sectlion shall
prohibit an authorized State official from pro-
ceeding in State court on the basis of an alleged
violation of any general civil or criminal antf-
fraud statute of such State.

(8)(A) Nothing in this chapter shall prohibit
an authorized State official from proceeding In
a State court against any person registered
under this chapter (other than a floor broker
or registered futures association) for an alleged
violation of any antifraud provision of this
chapter or any antifraud rule, reguiation, or
order issued pursuant to the chapter.

(B) The State shall give the Commission prior
written notice of its Intent to proceed before in.
stituting a proceeding in State court as de-
scribed in this subsection and shall furnish the
Commission with a copy of its complaint imme-
diately upon instituting any such proceeding.
The Commission shall have the right to (i) in-
tervene in the proceeding and, upon doing so,
shall be heard on all matters arising therein,
and (f) file a petition for appeal. The Commis-
sion or the defendant may remove such pro-
cecding to the district court of the United
States for the proper district by following the
procedure for removal otherwise provided by
law, except that the petition for removal shall
be filed within sixty days after service of the
summons and complaint upon the defendant.
The Commission shall have the right to appear
as amicus curlae in any such proceeding.

(Sept. 21, 1922, ch. 369, § 6d, as added Sept. 30,
1978, Pub. L. 95-405, § 15, 92 Stat. 872, and
amended Jan. 11, 1983, Pub. L. 97-444, title I,
§ 221, 96 Stat. 2308.)

AMENDMENTS
1983--Par. (8). Pub, L. 97-444 added par. (8).

ErrFECTIVE DATE Or 1983 AMENDMENT

Amendment by Pub. L. 97-444 effective Jan. 11,
1983, see section 239 of Pub. L. 87-444, set out as an
Effective Date of 1983 Amendment note under section
2 of this title.

EFFECTIVE DATE

Section effective Oct. 1, 1978, see section 28 of Pub,
L. 95-405, set out as an Effective Date of 1878 .“mend-
ment note under section 2 of this title.

FEDERAL RULES or CiviL, PROCEDURE

Injunctions, see rule 65, Title 28, Appendix, Judici-
ary and Judicial Procedure.
One form of action, see rule 2,
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Rules as governing the procedure in all suits of a
civil nature whether cognizable as cases at common
law or in equity, see rule 1.

Writ of mandamus abolished In United States riis-
trict courts, but relief available by appropriate action
or motion, see rule 81.

§ 13b. Manipulatlons or other violatlons; cease and
desist orders against persons other than contract
markets; punlshment; misdemeanor or feiony;
separate offenses

If any person (other than a contract market)
is manipulating or attempting to manipulate or
has manipulated or attempted to manipulate
the market price of any commodity, in Inter-
state commerce, or for future delivery on or
subject to the rules of any contract markets, or
otherwise is violating or has violated any of the
provisions of this chapter or of the rules, regu-
lations, or orders of the Commission thereun-
der, the Commission may, upon notice and
hearing, and subject to appeal as Ih other cases
provided for In section 9 of this title, make and
enter an order directing that such person shall
cease and desist therefrom and, If such person
thereafter and after the lapse of the perlod al-
lowed for appeal of such order or after the af-
firmance of such order, shall fall or refuse to
obey or comply with such order, such person
shall be guilty of a misdemeanor and, upon con-
viction thereof, shall be fined not more than
$100,000, or Imprisoned for not less than six
months nor more than one year, or both,
except that if such fallure or refusal to obey or
comply with such order involves any offense
within paragraph (a) or (b) of section 13 of this
title, such person shall be gullty of a felony
and, upon conviction thereof, shall be subject
to the penalties of sald paragraph (a) or (b):
Provided, That any such cease and desist order
against any respondent in any case of manipu-
lation of, or attempt to manipulate, the price of
any commodity shall be Issued only in conjunc-
tion with an order issued against such respond-
ent under section 9 of this title. Each day
during which such failure or refusal to obey or
comply with such order continues shall be
deemed a separate offense.

(Sept. 21, 1922, ch. 369, § 6(c), as added Feb. 19,
1968, Pub. L. 90-258, §17, 82 Stat. 31, and
amended Oct. 23, 1974, Pub, L. 93-463, title I,
§ 103(a), (b), title II, §212(c), 88 Stat. 1392,
1404.)

CODIFICATION

Section Is composed of par. (¢) of section 6 of act
Sept. 21, 1922, The first par. and par. (a) of section 6
are classified to section 8 of this title, Par, (b) of sec-
tion 6 is classified to sections 9 and 15 of this title, Par.
(d) of section 6 s classlfied to section 9a of this title.

AMENDMENTS

1974—Pub. L. 93-463 substituted “not more than
$100,000" for ‘“not less than $500 nor more than
$10,000" and substituted ‘“‘Commission” for “Secretary
of Agriculture or the Commission’ and “Secretary".

ErrecTIVE DATE OF 1974 AMENDMENT

For effective date of amendment by Pub. L. 93-463,
see sectlon 418 of Pub. L. 93-463, set out as a note
under section 2 of this title,
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ErrecTivE DATE

Section effective 120 days after Feb, 19, 1968, see
section 28 of ‘Pub, L. 90-258, set out as an Effective
l:‘)nte of 1968 Amendment note under section 2 of this
title.

§ 13¢. Responsibility as principal; minor violations

(a) Any person who commits, or who willfully
alds, abets, counsels, commands, induces, or
procures the commission of, a violation of any
of the provisions of this chapter, or any of the
rules; regulations, or orders issued pursuant to
this chapter, or who acts in combination or con-
cert with any other person in any such viola-
tion, or who willfully causes an act to be done
or omitted which if directly performed or omit-
ted by him or another would be a violation of
the provisions of this chapter or any of such
rules, regulations, or orders may be held re-
sponsible for such violation as a principal.

(b) Any person who, directly or indirectly,
controls any person who has violated any provi-
sion of this chapter or any of the rules, regula-
tions, or orders issued pursuant to this chapter
may be held liable for such violation in any
action brought by the Commission to the same
extent as such controlied person. In such
action, the Commission has the burden of prov-
ing that the controlling person did not act in
good faith or knowingly induced, directly or in-
diirectly. the act or acts constituting the viola-
tion.

(c) Nothing In this chiapter shall be construed
as requiring the Commission to report minor
violations of this chapter for prosecution,
whenever it appears that the public interest
does not require such action,

(Sept. 21, 1922, ch. 369, § 13, as added Feb. 19,
1968, Pub, L. 90-258, §26, 82 Stat. 34, and
amended Oct. 23, 1974, Pub. L. 93-463, title I,
§103(b), 88 Stat. 1392; Jan. 11, 1983, Pub. L.
97-444, title II, § 230, 96 Stat, 2319,)

AMENDMENTS

1983—Subsec. (a). Pub. L. 97-444, §230(1), deleted
“in administrative proceedings under this chapter”
following “may be held responsible’.

Subsec. (b), Pub, L, 97-444, § 230¢3), added subsec.
(b). Former subsec. (b) redesignated (c).

Subsec. (c). Pub, L. 97-444, §230(2), redesignated
former subsec. (b) as (¢).

1974~—Par, (b). Pub. L. 93-463 substituted **Commis-
s:on" for “Secretary of Agriculture or the commis-
slon”,

ErreCTIVE DATE OF 1983 AMENDMENT

Amendment by Pub. L. 97-444 effective Jan. 11,
1983, see section 239 of Pub. L. 97-444, set out as an
Effective Date of 1983 Amendment note under section
2 of this titie.

ErrecTIVE DATE OF 1974 AMENDMENT

For effective datc of amendment by Pub. L. 93-463,
see section 418 of Pub. L. 93-463, set out as a note
under section 2 of this title.

Errective Date

Section effective 120 days after Feb. 19, 1968, see
section 28 of Pub. L. 80-258, set out as an Effective
I?:.tc of 1968 Amendment note under section 2 of this
title.
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§ 14. Omitted

CODIFICATION

Section, act Sept. 21, 1922, ch, 369, § 11, 42 Stat.
1003, provided that violations of this chapter occur-
ring before Nov. 1, 1922, should not be punishable.

§ 15. Enforcement powers of Commission

For the purpose of securing effective enforce-
ment of the provisions of this chapter and for
the purpose of any investigation or proceeding
under this chapter, any member of the Com-
mission or any Administrative Law Judge or
other officer designated by the Commission
may administer oaths and affirmations, sub-
pena witnesses, compel their attendance, take
evidence, and require the production of any
books, papers, correspondence, memoranda, or
other reeords that the Commission deems rele-
vant or material to the inquiry. The attendance
of witnesses and the production of any such
records may be required from any place in the
United States or any State at any designated
place of hearing. In case of contumacy by, or
refusal to obey a subpena izsued to, any person,
the Commission may invoke the aid of any
court of the United States within the jurisdic-
tion in which the investigation or proceeding is
conducted, or where such person resides or
transacts business, in requiring the attendance
and testimony of withesses and the production
of books, papers, correspondence, memoranda,
and other records. Such court may issue an
order requiring such person to appear before
the Commission or member or Administrative
Law Judge or other officer designated by the
Commniission, there to produce reeords, if so or-
dered, or to give testimony touching the matter
under investigation or in question. Any failure
to obey such order of the court may be pun-
ished by the court as a contempt thereof. All
process in any such case may be served in the
judicial district wherein sueh person is an in-
habitant or transacts business or wherever such
person may be found.

(Sept. 21, 1922, ch. 369, § 6(b), 42 Stat. 1001,
June 15, 1936, ch. 545, § 8(e)-(g), 49 Stat. 1499,
June 16, 1956, ch. 161, 69 Stat. 160; Oct. 15,
1970, Pub, L. 91-452, title II, § 202, 84 Stat. 928;
Oct. 23, 1974, Pub. L. 93-463, title I, § 103(d),
title IV, § 408(b), 88 Stat. 1392, 1414; Sept. 30,
1978, Pub. L. 95-405, § 13(3), 92 Stat. 871.)

CODIFICATION

Section 9 of this titie was derived from par. (b) of
section 6 of the Grain Futures Act as origlnally en-
acted, act Sept. 21, 1922, ch, 369, This par. (b) prior to
its Incorporation Into the Code centalned & provision
as to finallty of judgments and review by the Supreme
Court and is covered by section 1254 of Title 28, Judi-
clary and Judicial Procedure. A further provision of
par. (b) is contained in this secticn. The first par. and
par, (a) of section 6 are classified te section 8 of this
title, Pars. (c) and (d) of sectlon 6 are classifled to sec-
tions 13b and 9a of this title, respectively.

ANENDMENTS

1978—Pub. L. 95-405 substituted provisions giving
the Commission or any Administrative Law Judge or
other officer designated by the Commission independ-
ent authority to administer oaths and affirmatlons, to
subpena witnesses, and related actlons for the purpose
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of conducting investigations and proceedings with
regard to this chapter for provislons basing the au-
thority of the Commission or any Administrative Law
Judge with regard to Investigations and proceedings
under this chapter on the Interstate Commerce Act
and added provisions authorizing the Commission to
invoke the aid of the courts in requiring the attend-
ance and testimony of witnesses and the production of
books and other records.

1974—Pub, L, 93-463 struck out “the Secretary of
Agriculture (or any person designated by him),” fol-
lowing “jurisdiction, and authority of** and substituted
“Administrative Law Judge” for “referee".

1970—Pub. L. 91-452 struck out references to sec-
tions 46-48 of Title 49, and provislons relating to the
immunity of witnesses.

1955—Act June 16, 1955, extended subpoena p wer
to Investigations,

1936—Act June 15, 1936, § 8(e), (), substituted “sec-
zlgo'ps 12 and 46-48 of Title 49 for “section 12 of Title

Act June 15, 1936, § 8(g), substituted *and"” for “or*
following ‘‘commission”.

ErrECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L. 95-405 effective Oct. 1, 1978,
see section 28 of Pub, L, 95-405, set out as an Effective
Date of 1978 Amendment note under section 2 of this
title.

EFFECTIVE DATE OF 1974 AMENDMENT

For effectlve date of amendment of Pub, L. 93-463,
see section 418 of Pub. L. 93-463, se. out as a note
under section 2 of this title.

EFrFECTIVE DATE OF 1970 AMENDMENT

Amendment, by Pub. L, 91-452 effective on the sixtl-
eth day following the date of enactment of Pub. L.
91-452, which was approved Oct. 15, 1970, see section
260 of Pub. L. 91-452, set out as an Effectlve Date;
Savings Provislon note under section 6001 of Title 18,
Crimes and Criminal Procedure.

EFFECTIVE DATE OF 1936 AMENDMENT

Amendment effective 90 days after June 15, 1936,
see note set out under section 1 of this title,

SAVINGS PROVISION

Amendment by Pub, L, 91-452 not to affect any Im-
munity to which any individual is entitled under this
section by reason of any testimony given before the
sixtleth day following Oct. 15, 1970, see section 260 of
Pub. L. 91-452, set out as a note under section 6001 of
Title 18, Crimes and Criminal Procedure.

CR08S REFERENCES
Immunity of witnesses, see section 6001 et seq. of
Title 18, Crimes and Criminal Procedure.
SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 12 of this title.

§ 15a. Repealed. Pub. L. 95-405, § 24, Sept. 30, 1978, 92
Stat. 877

Section, Pub, L, 93-463, title 11, § 217, Oct. 23, 1974,
88 Stat. 1405, related to leverage contracts for gold
and sliver. Sec section 23(b) of this title.

ErrecTivE DATE OF REPEAL

Repeal of section effectlve Oct. 1, 1978, see section
28 of Pub. L. 95-405, set out as an Effective Date of
1978 Amendment noto under section 2 of this title.
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8 16b. Cotton futures contracts
(a) Sbort title

This section may be cited as the “United
States Cotton Futures Act”.

{0) Repeal of tax on cotton futures

Subchapter D of chapter 39 of title 26 (relat-
ing to tax on cotton futures) is repealed.

(c) Definitions
For purposes of this section—
(1) Cotton futures contract

The term “cotton futures contract” means
any contract of sale of cotton for future dellv-
ery made at, on, or in any exchange, board of
trade, or similar institution or place of busi-
ness which has been designated a ‘“‘contract
market"” by the Commodity Futures Trading
Commission pursuant to the Commodity Ex-
change Act [7T U.S.C. 1 et seq.] and the term
“contract of sale” as so used shall be held to
include sales, agreements of sale, and agree-
ments to sell.

(2) Future delivery

The term “future delivery” shall not in-
clude any cash sale of cotton for deferred
shipment or delivery.

(3) Person

The term “person” includes an individual,
trust, estate, partnership, association, compa-
ny, or corporation.

(4) Secretary

The term “Secretery” means the Secretary
of Agriculture of the United States.

(5) Standards

The term “standards” means the official
cotton standards of the United States estab-
lished by the Secretary pursuant to the
United States Cotton Standards Act, as
amended [7 U.S.C. 51 et seq.).

(d) Bona fide spot markets and commercial differ-
ences

(1) Definition

For purposes of this section, the only mear-
kets which shall be considered bona fide spot
markets shall be those which the Secretary
shall, from time to time, after investigation,
determine and designate to be such, and of
which he shall give public notice.

(2) Determination

In determining, pursuant to the provisions
of this section, what mearkets are bona fide
spot markets, the Secretary is directed to con-
sider only markets in which spot cotton is
sold in such volume and under such condi-
tions as customarily to reflect accurately the
value of middling cotton and the differences
between the prices or values of middling
cotton and of other grades of cotton for
which standards shall have been established
by the Secretary; except that if there are not
sufficient places, in the mearkets of which are
meade bona fide sales of spot cotton of grades
for which standards are established by the
Secretary, to enable him to deslgnate at least
five spot markets in accordance with subsec-
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tion (£)(3) of this section, he shali, from data
as to spot sales collected by him, make rules
and reguiations for determining the actual
commercial differences in the value of spot
cotton of the grades established by him as re-
flected by bona fide sales of spot cotton, of
the same or different grades, in the market
selected and designated by him, from time to
time, for that purpose, and in that event dif-
ferences in value of cotton of various grades
involved in contracts made pursuant to sub-
section (f)(1) and (2) of this section shall be
determined in compliance with such rules and
regulations. It shall be the duty of any person
engaged in the business of dealing in cotton,
when requested by the Secretary or any
agent acting under his Instructions, to answer
correctly to the best of his knowledge, under
oath or otherwise, all questions touching his
knowledge of the number of bales, the classi-
fication, the price or bona fide price offered,
and other terms of purchase or sale, of any
cotton involved in any transaction participat-
ed in by him, or to produce all books, letters, .
papers, or documents in his possession or
under his control relating to such matter.

(3) Withholding information

Any person engaged in the business of deal-
ing in cotton who shall, within a reasonable
time prescribed by the Secretary or any agent
acting under his instructions, willfully fail or
refuse to answer questions or to produce
books, letters, papers, or dccuments, as re-
quired under paragraph (2) of this subsection,
or who shall willfully give any answer that is
false or misleading, shall, upon conviction
thereof, be fined not more than $500.

(e) Form and validity of cotton futures contracts

Each cotton futures contract shali be 2 basis
grade contract, or a tendered grade contract, or
a specific grade contract as specified in subsec-
tions (f), (g), or (h) of this section and shall be
in writing plainly stating, or evidenced by writ-
ten memorandum showing, the terms of such
contract, including the quantity of the cotton
involved and the names and addresses of the
seller and buyer in such contract, and shall be
signed by the party to be charged, or by his
agent in his behalf. No cotton futures contract
which does not conform to such requirements
shall be enforceable by, or on behalf of, any
party to such contract or his privies.

() Basis grade contracts
(1) Conditions

Eech basis grade cotton futures contract
shall comply with each of the following con-
ditions:

(A) Conformity with regulations.—Con-
form to the regulations made pursuant to
this section.

(B) Specification of grade, price, and
dates of sale and settlement.—Specify the
basis grade for the cotton involved in the
contract, which shall be one of the grades
for which standards are established by the
Secretary, except grades prohibited from
being delivered on a contract made under
this subsection by subparagraph (E), the
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price per pound at which the cotton of such
basis grade is contracted to be bought or
sold, the date waen the purchase or sale
was made, and the month or months in
which the contract is to be fulfilled or set-
tled; except that middling shall be deemed
the basis grade incorporated into the con-
tract if no other basis grade be specified
either in the contract or in the memoran-
dum evidencing the same.

(C) Provision for delivery of standard
grades only.—Provide that the cotton dealt
with therein or delivered thereunder shall
be of or within tlie grades for which stand-
ards are established by the Secretary except
grades prohibited from being delivered on a
contract made under this subsection by sub-
paragraph (E) and no other grade or grades.

(D) Provision for settlement on basis of
actual commercial differences.—Provide
that in case cotton of grade other than the
basis grade be tendered or delivered in set-
tlement of such contract, the differences
above or below the contract price which the
receiver shall pay for such grades other
than the basis grade shall be the actual
commercial differences, determined as here-
hiafter provided,

(E) Prohibition of delivery of inferior
cotton,—Provide that cotton that, because
of the presence of extraneous matter of any
character, or irregularities or defects, is re-
duced in value below that of low middling,
or cotton that is below the grade of lows
mlddling, or, if tinged, cotton that is below
the grade of strict middling, or, if yellow
stained, cotton that is below the grade of
good middling, the grades mentioned being
of the official cotton standards of the
United States, or cotton that is less than
seven-efghths of an Inch in length of staple,
or cotton of perished staple, or of immature
staple, or cotton that is “gin cut” or re.
ginned, or cotton that {s “repacked” or
“false packed’” or “mixed pached" or "“water
packed"”, shall not be delivered on, under, or
in settlement of such contract.

(F) Provisions for tender in full, notice of
delivery date, and certificate of grade.—Pro-
vide that all tenders of cotton under such
contract shall be the full number of bales
involved therein, except that such vari-
ations of the number of bales may be per-
mitted as 1s necessary to bring the total
weight of the cotton tendered within the
provisions of the contract as to weight;
that, on the fifth business day prior to de-
livery, the person making the tender shall
give to the person receiving the same writ-
ten notice of the date of delivery, and that,
on or prior to the date so fixed for delivery,
and in advance of final settlement of the
contract, the person making the tender
shall furnish to the person receiving the
same a written notice or certificate stating
the grade of each individual bale to be de-
Hvered ana, by means of marks or numbers,
identifying each bale with its grade.

(G) Provision for tender and settlement in
accordance with government classifica-
tion.—Provide that all tenders of cotton and
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settlements therefor undsr such contract
shall be in accordance with the classifica-
tion thereof made under the regulations of
the Secretary by such officer or officers of
the Government as shall be designated for
the purpose, and the costs of such classifi-
cation shall be fixed, assessed, collected,
and pald as provided in such regulations
and shall be credited to the account re-
ferred to In section 55 of this title. The Sec-
retary may provide by regulation conditions
under which cotton samples submitted or
used in the performance of services author-
ized by this act shall become the property
of the United States and may be sold and
the proceeds credited to the foregoing ac-
count: Provided, That such cotton samples
shall not be subject to the provisions of the
Federal Property and Administrative Serv-
fces Act of 1949 (40 U.S.C, 471 et seq.). The
Secretary is authorized to prescribe regula-
tions for carrying out the purposes of this
subparagraph and the certificates of the of-
ficers of the Government as to the classifi.
cation of any cotton for the purposes of this
subparagraph shall be accepted in the
courts of the United States in all suits be-
tween the parties to such contract, or their
privies, as prima facie evidence of the true
classlification of the cotton involved.

(2) Incorporation of conditions in contracts

The provisions of paragraphs (1)XC), (D),
(E), (F), and (G) shall be deemed fully incor-
porated into any such contract if there be
written or printed thereon, or on the memo-
randums evidencing the same, at or prior to
the time the same is signed, the phrase “Sub-
ject to United States Cotton Futures Act, sub-
section (f).”

(3) Delivery allowanees

For the purpose of this subsection, the dif-
ferences above or bhelow the contract price
which the receiver shall pay for cotton of
grades above or below the basic 5 grade in the
settlement of a :ontract of sale for the future
delivery of cottoun shall be determined by the
actual commercial differences in value there-
of upon the sixth business day prior to the
day fixed, in accordance with paragraph
(1)(F), for the delivery of cotton on the con-
tract, established by the sale of spot cotton in
the spot markets of not less than five places
designated for the purpose from time to time
by the Secretary, as such values were estab-
lished by the sales of spot cotton, in such des-
ignated five or more markets. For purposes of
this paragraph, such values in the such spot
markets shall be based upon the standards
for grades of cotton established by the Secre-
tary. Whenever the value of one grade is to
be determined from the sale or sales of spot
cotton of another grade or grades, such value
shall be fixed in accordance with rules and
regulations which shall be prescribed for the
purpose by the Secretary.

*So in original. Probably should be “basis".
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(g) Tendered grade contracts
(1) Conditions

Each tendered grade cotton future contract
shall comply with each of the followlng con-
ditions:

(A) Compliance with subsection (f).—
Comply with all the terms and condltions of
subsection (f) of this section not Inconsist-
ent with this subsection; and

(B) Provision for contingent speciiic per-
formance.—Provide that, in case cotton of
grade or grades other than the basis grade
specified in the contract shall be tendered
in performance of the contract, the parties
to such contract may agree. at the time of
the tender, as to the price of the grade or
grades so tendered, and that if they shall
not then agree as to such price, then, and in
that event, the buyer of said contract shall
have the right to demand the specific ful-
fillment of such contract by the actual de-
livery of cotton of the basis grade nained
therein and at the price specified for such
basis grade in said contract.

(2) Incorporation of conditions in contract

Contracts made in compliance with this
subsection shall be known as ‘“subsection (g)
Contracts'. The provisions of this subsection
shall be deemed fully incorporated into any
such contract if there be written or printed
thereon, or on the memorandum evidencing
the same, at or prior to the time the same is
signed, the phrase ““Subject to United States
Cotton Futures Act, subsection (g)”.

(3) Application of subsection

Nothing in this subsection shall be so con-
strued as to authorize any contract in which,
or in the settlement of or in respect to which,
any device or arrangement whatever is resort-
ed to, or any agreement is made, for the de-
termination or adjustment of the price of the
grade or grades tendered other than the basis
grade specified in the contract by any ‘fixed
difference’” system, or by arbitration, or by
any other method not provided for by this
section,

(h) Specific grade contracts
(1) Conditions

Each specific grade cotton futures contract
shall comply with each of the following con-
ditions:

(A) Conformity with rules and regula-
tions.—~Conform to the rules and regula-
tions made pursuant to this section.

(B) Specification of grade, price, dates of
sale and delivery.—Specify the grade, type,
sample, or description of the cotton in-
volved in the contract, the price per pound
at which such cotton is contracted to be
bought or sold, the date of the purchase or
sale, and the time when shipment or deliv-
ery of such cotton is to be made,

(C) Prohibition of delivery of other than
specified grade.—Provide that cotton of or
within the grade or of the type, or accord-
ing to the sample or description, specified in
the contract shall be delivered thereunder,
and that no cotton which does not conform
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to the type, sample, or description, or which
i{s not of or within the grade specified in the
contract shall be tendered or delivered
thereunder.

(D) Provision for specific performance,—
Provide that the delivery of cotton under
the contract shall not be effected by means
of “setoft” or “ring" settlement, but only by
the actual transfer of the specified cotton
mentioned in the contract.

(2) Incorporation of conditions in contract

The provizions of paragraphs (1)(A), (C),
and (D) shall be deemed fully incorporated
into any such coniract if there be written or
printed thereon, or on the document or
memorandum evidencing the same, at or
prior to the time the sarme is entered into, the
words “Subject to United States Cotton Fu-
tures Act, subsection (h)”.

(3) Appiication of subsection

This subsection shall not be construed to
apply to any contract of sale made in compli-
ance with subsection (f) or (g) of this section.

(i) Llabiiity of principal for acts of agent

When construing and enforcing the provi-
sions of this section, the act, omission, or fail-
ure of any official, agent, or other person
acting for or employed by any association, part-
nership, or corporation within the scope of his
employment or office shall, in every case, also
be deemed the act, omission, or failure of such
association, partnership, or corporation, as well
as that of the person.

(j) Reguiations

The Secretary is authorized to make such reg-
ulations with the force and effect of law as he
determines may be necessary ‘o carry out the
provisions of this section and thc powers vested
in him by this section.

(k) Vioiations

Any person who knowingly violates any regu-
lation made in pursuance of this section, shall,
upon conviction thereof, be fined not less than
$100 nor more than $500, for each violation
thereof, in the discretion of the court, and, in
case of natural! persons, may, in addition be
punished by imprisonment for not less than 30
days nor more than 90 days, for each violation,
in the discretion of the court except that this
subsection shall not apply to violations subject
to subsection (d)(3) of this section.

(1) Appiicability to contracts prior to effective date

The provisions of this section shall not apply
to any cotton fuiures contract entered into
prior to the effective date of this section or to
any act or failure to act by any person prior to
such effective date and all such prior contracts,
acts or failure to act shall continue to be gov-
erned by the applicable provisions of the Inter-
nal Revenue Code of 1954 as in effect prior to
the enactment of this section. All designations
of bona fide spot markets and all rules and reg-
ulations issued by the Secretary pursuant to
the applicable provisions of the Internal Reve-
nue Code of 1954 which were in effect on the
effective date of this section, shall remain fully
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effective as designations and rcgulations under
this section until superseded, amended, or ter-
minated by the Secretary.

(m) Authorization

There are authorized to be appropriated such
s;xms as may be necessary to carry out this sec-
tion.

(Pub. L. 94-455, title XIX, § 1952(a)-(m), Oct. 4,
1976, 90 Stat, 1841-1846; Pub. L. 97-35, titie I,
§ 156(c), Aug. 13, 1281, 95 Stat. 374.)

REFERENCES IN TEXT

The Commodity Exchange Act, referred to in subsec.
(cX1), is act Sept. 1, 1922, ch. 369, 42 Stat. 998, as
amended, which is classified generally to chapter 1 (§1
et seq.) of this title. For complete classification of this
Act to the Code, see section 1 of this title and Tables.

The Unlted States Cotton Standards Act, as amend-
ed, referred to in subsec. (cX(5), is act Mar. 4, 1923, ch.
288, 42 Stat. 1517, as amended, which is classified gen-
erally to chapter 2 (§ 51 et seq.) of this title. For com-
plete classification of this Act to the Code, see section
51 of this titie and Tables.

The Federal Property and Administrative Services
Act of 1949, referred to in subsec. (1)(1X(G), is act June
30, 1949, ch, 288, 63 Stat. 377, as amended, The provi-
sions of that Act relating to management and disposal
of government property are classified to chapter 10
(§ 471 et seq.) of Title 40, Public Buildings, Property,
and Works. For complete ciassification of this Act to
the Code, see Short Tltle note set out under section
471 of Title 40 and Tables.

The Internal Revenue Code of 1954, referred to in
subsec. (1), Is classifled to Title 26, Internal Revenue
Code.

CODIFICATION

Section was enacted as part of the Tax Reform Act
of 1976, and not as part of the Commodity Exchange
Act which comprises this chapter.

AMENDMFENTS

1981—Subsec. ({)(1)X(G). Pub. L. 97-35 added provi-
sions relating to crediting to account referred to in
section 65 of this title, and provisions respecting
cotton samples submitted or used becoming the prop-
erty of the United States.

EFFECTIVE DATE OF 1981 AMENDMENT

Amendment by Pub, L. 97-36 effective Oct. 1, 1981,
see section 166(e) of Pub. L, 97-35, set out as an Effec-
tive Date note under scction 61a of this title.

EFFECTIVE DATE

Section 1952(0) of Pub. L. 94-4656 provided that:
“The provisions of this section [enacting this section,
amending section 6808 of Title 28, Internal Revenue
Code, and repealing sections 7233 and 7263, sub-
chapter D of chapter 39, and subchapter E of chapter
78 of Title 26) shall take effect on the 90th day after
the date of enactment of this Act [Oct. 4, 19781."

SEcTION REFERRED TO IN OTHFR SECTIONS
This section is referred to in section 55 of this title,

§ 16. Commission operations

(a) Cooperation with other agencies

The Commisslon may cooperate with any De-
partment or agency of the Government, any
State, territory, district, or possession, or de-
partment, agency, or political subdivision there-
of, or any person,
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(b) Employment of investigators, experts, Administra-
tive Law Judges, consultants, cierks, and other
personnel; contracts

The Commission shall have the authority to
employ such investigators, special experts, Ad-
ministrative Law Judges, clerks, and other em-
ployees as it may from time to time find neces-
sary for tlie proper performance of its duties
and as may be from time to time appropriated
for by Congress. The Commission may employ
experts and consultants in accordance with sec-
tion 3109 of title 5, and compensate such per-
sons at rates not in excess of the maximum
daily rate prescribed for GS-18 under section
5332 of title 5. The Commission shall also have
authority to make and enter into contracts
with respect to all matters which in the judg-
ment of the Commission are necessary and ap-
propriate to effectuate the purposes and provi-
sions of this chapter, includir: g, but not limited
to, the rental of necessary space at the seat of
Government and elsewhere.

{c) Expenses

All of the expenses of the Commissioners, in-
cluding all necessary expenses for transporta-
tion incurred by them while on official business
of the Commission, shall be allowed and paid
on the presentation of itemized vouchers there-
for approved by the Comm.ssion.

(d) Authorization of appropriations

There are authorized to be appropriated to
carry out the provisions of this chapter such
sums as may be required for each of the {iscal
years during the period beginning October 1,
1982, and ending September 30, 1986.

(e) Relation to other laws, departments, or agencies

Nothing in this chapter shall supersede or
preempt—

(1) criminal prosecution under any Federal
criminal statute;

(2) the application of any Federal or State
statute, including any rule or regulation
thereunder, to any transaction in or involving
any commodity, product, right, service, or in-
terest (A) that is not conducted on or subject
to the rules of a contract market, or (B)
(except as otherwise specified by the Commis-
sion by rule or regulation) that is not con-
ducted on or subject to the rules of any board
of trade, exchange, or market located outside
the United States, its territories or posses-
sions, or (C) that is not subject to regulation
by the Commission under section 6c or 23 of
this title; or

(3) the application of any Federal or State
statute, including any rule or regulation
thereunder, to any person required to be reg-
istered or designated under this chapter who
shall fail or refuse to obtain such registration
or designation.

The Commission may refer any transaction or
matter subject to such other Federal or State
statutes to any department or agency adminis-
tering such statutes for such investigation,
action, or proceedings as that department or
agency shall deem appropriate.
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(Sept. 21, 1922, ch. 3689, § 12, 42 Stat. 1003; Oct.
23, 1974, Pub. L. 93-463, title I, § 101(b), 88 Stat.
1391; Sept. 30, 1978, Pub. L. 95-405, § 20, 92
Stat. 875; Jan. 11, 1983, Pub. L. 97-444, title II,
§§ 228, 229, 96 Stat. 2318.)

AMENDMENTS

1983—Subsec. (d). Pub. L. 97-444, § 228, substituted
appropriation authorization for fiscal years during
period beginning Oct. 1, 1982, and ending Sept. 30,
1986, for prior authorization for fiscal years during
perlaod beginning Oct. 1, 1978, and ending Sept. 30,
1982,

Subsec. (e). Pub. L. 97-444, § 229, added subsec. (e).

1978—Subsec. (d). Pub. L. 95-405 substituted “for
each of the fiscal years during the period beginning
October 1, 1978, and ending September 30, 1982" for
“for the fiscal year ending June 30, 1975, for the fiscal
year ending June 30, 1976, for the fiscal year ending
June 30, 19877, and for the fiscal year ending June 30,
1678",

1974—Pub, L. 83-463 designated existing unlettered
provisions as subsecs, (a8) to (d) and in subsecs. (a) to
(d) as so designated substituted “Commission” for
“Secretary of Agriculture”, added provisions author-
izing the expenditure of funds for expenses upon the
presentation of itemized vouchers therefor approved
by the Commission, substituted provisions authorizing
appropriations specifically for fiscal years ending June
30, 1975, 1976, 1877, and 1978, for provisions making a
general authorization of appropriations without a
fiscal year limitation, and added authorization to
enter into contracts and compensate experts and
consultants in accordance with section 3108 of Title 5
at rates not In excess of the maximum daily rate pre-
scribed for GS-18 under section 5332 of Title 5.

EPFECTIVE DATE OF 1983 AMENDMENT

Amendment by Pub. L. 97-444 effective Jan. 11,
1983, see section 239 of Pub, L. 97-444, set out as an
Effective Date of 1983 Amendment note under section
2 of this title.

EFFECTIVE DATE OF 1978 AMENDMENT

Amencdment by Pub, L. 95-405 effective Oct. 1, 1978,
see section 28 of Pub. L. 85-405, set out as an Effective
Date of 1978 Amendment note under section 2 of this
titie.

EFFECTIVE DATE OF 1974 AMENDMENT

For effective date of amendment by Pub. L, 83-463,
see section 412 of Pub. L. 93-463, set out as a note
under section 2 of this title.

§ 16a. Service fees and Natlonai Futures Association
study

(a) Development and implementation of plan for user
fees; report to and approval hy Congressional
committees

Notwithstanding any other provision of law,
the Commodity Futures Trading Commission
may develop and implement a plan to charge
and collect reasonable fees to cover the estimat-
ed cost of regulating transactions under the ju-
risdiction of the Commission. However, prior to
implementing such a pian, the Commission
shall report its intention to do so to the House
Committee on Agriculture and the Senate Com-
mittee on Agriculture, Nutrition, and Forestry.
The Commission shall inciude in its report the
feasibility and desirability of collecting such
fees. Any pian developed under this section
shall not be implemented untii approved by the
House Committee on Agriculture and the
Senate Committee on Agriculture, Nutrition,
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and Forestry. Fees collected under any plan ap-
proved under this section shall be deposited in
the Treasury of the United States as miscella-
neous receipts.

(b) National Futures Association regulatory experi-
Juce; report; contents

The Commodity Futures Trading Commission
shall submit to Congress a report containing
the results of a study of the regulatory experi-
ence of the National Futures Association for
the period beginning January 1, 1983 and
ending September 30, 1985. The report shall be
submitted not later than January 1, 1988. The
report shall include (but not to be limited to)
the following—

(1) the extent to which the National Fu-
tures Assoclation has fully implemented the
program provided in the rules approved by
the Commission under section 17(p) and (qQ)
of the Commodity Exchange Act [7 U.S.C.
21(p), (@)1 and the effectiveness of the oper-
ation of such program;

(2) the actual and projected cost savings to
the Federal Government, if any, resulting
from operations of the National Futures As-
soclation;

(3) the actual and projected costs which the
Commission and the public would have in-
curred If the Association had not undertaken
self-regulatory responsibility for certain areas
under the Commission’s jurisdiction;

(4) problem areas, if any, encountered by
the Assoclation;

(5) the nature of the working relationship
between the Association and the Commission;

(6) an assessment qf fhe actual and project-
ed efficiencies the Commission has achieved
or expects to be achieved as a result of the
continuing regulatory activities of the Associ-
ation; and

(7) the immediate and projected capabilities
of the Commission at the time of <ubmission
of the study to turn its attention to more im-
mediate problems of regulation, as a resuit of
the activities of the Association.

(c) Schedule of fees for services, actlvities and func-
tions; notice and hearing; actuai cost standard

Nothing in this section shall limit the author-
ity of the Commission to promulgate, after
notice and opportunity for hearing, a schedule
of appropriate fees to be charged for services
rendered and activities and functions per-
formed by the Commissicn in conjunction with
its administration and enforcement of the Com-
modity Exchange Act [7 U.8.C. 1 et seq.); Pro-
vided, That the fees for any specified scrvice or
activity or function shall not exceed the actual
cost thereof Lo the Commission.

(Pub. L. 95-405, § 26, Sept. 30, 1978, 92 Stat.
877, Pub. L. 97-444, title 11, § 2317, Jan. 11, 1983,
96 Stat. 2325.)

REFERENCES IN TEXT

The Commodity Exchange Act, referred to in subsec,
(c), Is act Sept. 21, 1822, ch. 369, 42 Stat. 998, as
amended, which is classified generally to chapter 1 (§ 1
ct seq.) of this title. For complete classification of this
Act to the Code, see section 1 of this title and Tables.
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CoDIFICATION

Section was enacted as part of the Futures Trading
Act of 1978, and not as part of the Commodity Ex-
change Act which comprises this chapter.

AMEND-{ENTS
1983—Subsec, (a). Pub, L. 97-444, § 237(1), designat-
ed existinyt provisions as subsec. (a).

Subsecs, (b), (c). Pub, L. 97-444, 5237(2). added sub-
secs, (b) and (c).

ErrecTive DATE or 1983 AMENDMENT

Amendment by Pub., L. 97-444 effective Jan, 11,
1983, see section 239 of ¥ub, L. 97-444, set out as an
Effective Date of 1983 Amcndment note under section
2 of this title.

ErrecTIvE DATE

Section effective Oct. 1, 1978, see section 28 of Pub,
L. 95-405, set out as an Effective Date of 1978 Amend-
ment note under section 2 of this title,

§ 17. Separabiiity of provisions

If any provision of this chapter or the appli-
cation thereof to any person or circumstances is
held invalid, the validity of the rcmainder of
the chapter and of the application of such pro-
vision to other persons and circumstances shall
not be affected thereby.

(Sept. 21, 1922, ch. 369, § 10, 42 Stat. 1003.)

§ 17a. Separability of 1936 amendment

If any provision of the act of Junc 15, 1936,
ch. 545, 49 Stat. 1491, which amends this chap-
ter, or the application thercof to any person or
circumstances is held invalid, the provisions of
the section of this chapter which is amended by
such provision of said act shall apply to such
person or circumstances. No proceeding shall be
abated by reason of any amcndment to this
chapter made by said act but shall be disposed
of pursuant to said act.

(June 16, 1938, ch. 545, § 12, 49 Stat. 1501.)

CODIFICATION

Section was not enacted as part of the Commodity
Exchange Act which comprises this chapter.,

EfrecTivE DATE

See Effective Date of 1936 Amendment note set out
under section 1 of this title,

§ 17b. Separabifity of 1968 amendment

If any provision of this Act or the application
thereof to any person or circumstances is held
invalid, the validity of the remainder of the Act
and the application of such provision to other
persons or circumstances shall not be affected
thereby, and the provisions of the section of
this chapter which is amended by such provi-
sion of this Act shall apply to such person or
circumstances. Pending proceedings shall not
be abated by reason of any provision of this Act
but shali be disposed of pursuant to the provi-
sions of this chapter, in effcct prior to the ef-
fective date of this Act.

(Pub. L. 90-2568, § 27, Feb. 19, 1968, 82 Stat. 34.)

REFERENCES IN TEXT

This Act, referred to in text, is Pub. L. 90-258, Feb.
19, 1968, 82 Stat. 26. For complete classification of this
Act to the Code, see Tables,
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Effective date of this Act, referred to in text, as one
hundred and twenty days after Feb, 19, 1968, see sec-
tion 26 of Pub, L. 80-258, set out as an Effective Date
of 1968 Amendment note under section 2 of this titie,

CODIFICATION

Section was not enacted as part of the Commodity
Exchange Act which comprises this chapter.

§ 18, Complaints agalnst registered persons

(a) Petition for actual damages

Any person complaining of any violation of
any provision of this chapter, or any rule, regu-
latlon, or order issued pursuant to this chapter,
by any person who is registered under this
chapter may, at any time within two years after
the cause of action accrues, apply to the Com-
mission for an order awarding actual damages
proximately caused by such violation.

(b) Rules and regulations; control over right of
appeal

The Commission may promulgate such rules,
regulatious, and orders as it deeins necessary or
appropriate for the efficient and expcditious
administration of this section. Notwithstanding
any other provision of law, such rules, regula-
tions, and orders may prescribe, or otherwise
condition, without limitation, the form, filing,
and service of pleadings or orders, the nature
and scope of discovery, counterclaims, motion
practice (including the grounds for dismissal of
any claim or counterclaim), hearings (including
the waiver thereof, which may relate to the
amount in controversy), rights of appeal, if any,
and all other matters governing proceedings
before the Commission under this section.

(¢) Bond requirement when complainant is nonresi-
dent; waiver

In case a complaint is made by a nonresident
of the United Statcs, the complainant shsall be
required, before any formal action is taken on
his complaint, to furnish a bond in double the
amount of the claim conditioned upon the pay-
ment ol costs, including a reasonable attorney’s
fee for the respondent if the respondent shall
prevail, and any reparation award that may be
issued by the Commission against the complain-
ant on any counterclaim by respondent: Pro-
vided, That the Commission shall have authori-
ty to waive the furnishing of a bond by a com-
plainant who is a resident of a country which
permits the filing of a complaint by a resident
of th(:i United States without the furnishing of
a bond.

(d) Enforcement of reparation award

If any person egainst 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 Comission,
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 re-
spondent, for enforcement of such reparation
award by appropriate orders. The orders, writs,
and processes of such district court may in such
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case run, be served, and be returnable any-
where in the United States. The petitioner
shall ot be lable for costs in the district court,
nor for costs at any subsequent state of the pro-
cezdings, valess they accrue upon his appeal. If
the petitioner finally prevaiis, he shall be al-
lowed 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
(e) of this section, an order of the Commission
a‘wardlng reparatlons shall be final and conclu-
sive.

(e) Review

Any order of the Commission entered hereun-
der shall be reviewable on petition of any party
aggrieved thereby, by the United States Court
of Appeals for any circuit in which a hearing
was held, or if no hearing was held, any circuit
in which the appellee is located, under the pro-
cedure provided in section 9 of this title. 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 condi-
tioned upon the payment of the judgment en-
tered by thc court, plus interest and costs, in-
cluding a reasonable attorney’s fee for the ap-
pellee, if the appellee shall prevail., Such bond
shall be in the form of cash, negotiable securi-
ties having a market value at least equivalent to
the amount of bond prescribed, or the under-
taking of & 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 pre-
vails, he shall be allowed a reasonable attor-
ney’s fee to be taxed and collected as a part of
his costs.

(f) Automatic bar from trading and suspension for
noncompliance; effect of appeai

Unless the party against whom a reparation
order has been issued shows to the satisfaction
of the Commission vithin fifteen days from the
expiration of the period allowed for compliance
with such order that either an appeal as herein
authorized has been taken or payment of the
full amount of the order (or any agreed settle-
ment thereof) has been made, such party shall
be prohibited automatically from trading on all
contract markets and, if the party is registered
with the Commission, such registration shall be
suspended automatically at the expiration of
such fifteen-day period until such party shows
to the satisfaction of the Commission that pay-
ment of such amount with interest thereon to
date of payment has been made: Provided,
That if on appeal the appellee prevails or if the
appeal is dismissed, the automatic prohibition
against trading and suspension of registration
shall become effective at the expiration of
thirty days from the date of judgment on the
appeal, but {f the judgment is stayed by a court
of competent jurisdiction, the suspension shall
become effective ten days after the expiration
of such stay, unless prior thereto the judgment
of the court has been satisfied.

(g) Effective date

The provisions of this section shall not
become effective until fifteen months after Oc-
tober 23, 1974: Provided, That claims which
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arise within one year immediately prior to the
effective date of this section may be heard by
the‘ Commissfon after such fifteen months
period.

(8ept. 21, 1922, ch. 369, § 14, as added Oct. 23,
1974, Pub. L. 93-463, title I, § 106, 88 Stat. 1393,
and amended Apr. 16, 1975, Pub. L. 94-16, § 3,
89 Stat. 77, Sept. 30, 1978, Pub. L. 95-405, § 21,
92 Stat. 875; Jan. 11, 1983, Pub. L. 97-444, tltle
II, § 231, 96 Stat, 2319.)

AMENDMENTS

1983—Subsec. (a). Pub, L. 97-444, § 231(1), substitut-
ed provlsions relating to complaints against violations
by persons ‘‘registered under this chapter” for provi-
sions relating to complaints against persons ‘‘regis-
tered or required to be registered under sectior 4, Ge,
6§, or 6m of this title”, and substituited provisions for
application to Commission for an award of actual dam-
ages caused by such violation, for provisions author-
izing application to Commission by petition, and the
forwarding of the complaint, if warranted, to the re-
spondent for satisfaction or answer,

Subsec. (b), Pub. L. 97-444, § 231(2), substituted pro-
visions relating to promulgation by Commission of
rules, regulations, and orders necessary or appropriate
for administration of thls section, including rules of
practice and procedure governing proceedings before
the Commission, for provisions relating to investiga-
tion and service of complaint by Commission, and
hearing thereon before an Administrative Law Judge,
except that where amount clalmed as damages did not
exceed $5,000, hearing need not be held, and proofs
col}ld be supplied by deposition or verified statements
of fact.

Subsec. (c). Pub. L. 97-444, § 231(3), (4), redesignated
subsec, (d) as (c¢). Former subsec. (c), which had pro-
vided that after opportunity for hearing on com-
plaints where the damages clalmed exceeded the sum
of $5,000 had been provided or walved and on com-
plaints where damages claimed did not exceed the sum
of $5,000 not requiring hearing as provided herein, the
Commission would determine whether or not the re-
spondent had violated any provision of this chapter or
any rule, regulation, or order thereunder, was struck
out.

Subsec. (d). Pub. L., 97-444, § 231(4), (5), redesignated
subsec. (f) as (d) and in subsec. (d) as so redesignated
substituted 'subsection (e)" for *“subsection (g)".
Former subsec. (d) was redesignatead (c).

Subsec. (e). Pub. L. 87-444, § 231(3), (4), redesignated
subsec. (g) as (e). Former subsec. (e), which had pro-
vided that if, after a hearing on a8 complaint made by
any person under subsection (a) of this sectlon, or
without hearing as provilded In subsections (b) and (c)
of this section, or upon fallure of the party com-
plained agalnst to answer a complaint duly rerved
within the time prescribed, or to appear at a hearing
after being duly notified. the Commission determined
that the respondent had violated any provision of this
chapter, or any rule, regulation, or order thereunder,
the Commission would unless the offender had al-
ready made reparation to the person complaining, de-
termine the amount of damage, if any, to which such
person was entitled as a result of such violation and
would make an order directing the offender to pay to
such person complaining such amount on or before
the date fixed in the order, and that if, after the re-
spondent had filed his answer to the complaint, it ap-
peared thereln that the respondent had admitted lla-
bility for a portlon of the amount claimed In the com-
plaint as damages, the Commission under such rules
and regulations as it would prescribe, unless the re-
spondent had already made reparation to the person
complalning, could issue an order directing the re-
spondent to pay to the complainant the undisputed
amount on or before the date fixed In the order, leav-
ing the respondent's liability for the disputed amount
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for subsequent determination, with the remaining dis-
puted amount to be determined {n the same mann-r
and under the same procedure as it would have bzen
determined i{f no order had been issued by the Com-
mission with respect to the undisputed sum, was
struck out.

8ubr:n, (). Pub. L. 97-444, § 231(4), (8), redesignated
subsce, (h) as (f) and In subsec. (f) as so redesignated
madc certain grammatical changes and inserted provi-
sion allowing party against whom a reparation order
has been Issued to show compliance by payment of the
full amount of the order or any agreed settlement
thereof,

Subsecs. (g)-(1). Pub, L. 97-444, § 231(4), redesignated
former subsecs. (g), (h), and (i), as (e), (f), and (g), re-
spectively.

1978—8ubsec. (a). Pub. L. 86-405, § 21(1), substituted
“who is registered or required to be registered” for
“registered”,

Subsec. (b). Pub. L. 95-405, §21(2), substituted
*$5,000” for “$2,600",

Subsec. (c). Pub. L. 95-405, §21(3), substituted
$5,000" for *‘$2,600" wherever appearing.

19756—S8ubsec. (1). Pub. L. 84-16 substituted “fifteen
months” for “one year" in two instances, and ‘one
year” for “nine months".

ErrecTIVE DATE OF 1983 AMENDMENT

Amendment by Pub, L. 97-444 effective 120 days
after Jan, 11, 1983, or such earlier date ag the Commis-
sion shall prescrlbe by regulation, see section 239 of
Pub, L. 97-444, set out as an Effective Date of 1983
Amendment note under section 2 of this title,

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. 1., 85-405 effective Oct, 1, 1978,
see section 28 of Pub. L. 85-405, set out as an Effective
Dnlte of 1978 Amendment note under section 2 of this
title.

SEcTION REFERRED TO IN OTHER SECTIONS

lThm section is referred to in sections 6m, 25 of this
title,

§ 19, Antitrust laws; anticompetltﬁve means

The Commission shall take into consideration
the public interest to be protected by the anti-
trust laws and endeavor to take the least anti-
competitive means of achieving the ohjectives
of this chapter, as well as the policies and pur-
poses of this chapter, in issuing any order or
adopting any Commission rule or regulation, or
in requiring or approving any bylaw, rule, or
reguiation of a contract market or registered
futures association established pursuant to sec-
tion 21 of this title.

(Sept. 21, 1922, ch, 369, § 15, as added Oct. 23,
1874, Pub. L. 93-463, title I, § 107, 88 Stat.
1395.)

REFERENCES IN TEXT

The antitrust laws, referred to in text, are classified
generally to chapter 1 (§ 1 et seq.) of Title 15, Com-
merce and Trade.

EFrFECTIVE DATE

For effective date of sectian, see section 418 of Pub.
L. 93-463, set out as an Effective Date of 1974 Amend-
ment note under section 2 of this title.

§ 20. Market reports
(a) Information

The Commission may conduct reguiar investi-
gations of the markets for goods, articles, serv-
ices, rights, and interests which are the subject
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of futures contracts, and furnish reports of the
findings of these investigations to the public on.
a regular basis, These market reports shall,-
where appropriate, include information on the
supply, demand, prices, and other conditions in
the United States and other countries with re-
spect to such gootls, articles, services, rights, in-
terests, and information respecting the futures
markets.

(b) Avoidance of drplication

The Commission shall cooperate with the De-
partmuent of Agriculture and any other Depart-
ment or Federal agency which makes market
investigaiions to avoid unnecessary duplication
of information-gathering activities.

(¢) Furnishing of information; confidentiality

The Department of Agriculture and any
other Department or Federal agency which has
market information sought by the Commission
shall furnish it to the Commission upon the re-
que.it of any authorized employee of the Com-
mission. The Commission shall abide by any
rulei; of confidentiality applying to such infor-
mation.

(d) Disclosure of business transactions, market posi-
tions, trade secrets, or names of customers

The Commission shall not disclose in such re-
ports data and information which would sepa-
rately disclose the business transactions or
market positions of any person and trade se-
crets or names of customers except as provided
in section 12 of this title.

(Sept. 21, 1922, ch. 369, § 16, as added Oct. 23,
1974, Pub. L. 93-463, title IV, §414, 88 Stat.
1414, and amended Jan. 11, 1883, Pub. L.
97-444, title II, § 232, 96 Stat. 2320.)

AMENDMENTS

1983—8Subsec. (d). Pub. L. 97-444 prohibited disclo-
sure of market positions,

LIFFECTIVE DATE OF 1983 AMENDMENT

Amendment by Pub. L. 97-444 effective Jan, 11,
19083, see section 239 of Pub, L, 97-444, set out as an
BEffective Date of 1983 Amendment note under section
2 of this title,

EFFECTIVE DATE

For effective date of section, sce section 418 of Pub.
L. 93-463, set out as an Effective Date of 1974 Amend-
ment note under section 2 of this title.

PoraTto FUTURES STUDY; SUBMISSION OF REPORT TO
CONGRESS

Pub. L. 956-406, § 27, Sept. 30, 1978, 92 Stat. 877, pro-
vided that: Within one year of Oct. 1, 1978, the Secre-
tary of Agriculture should (1) conduct a comprehen-
sive study of the marketing of Irish potatocs and of
the making and trading of contracts of sale for the
future delivery of Irish potatoes, including rules and
regulations pertaining to such trading issued by the
Commodity Futures Trading Commisslon or any con-
tract market designated by the Commission; and (2)
submit to each House of Congress a detailed report on
the results of such study, and that the report should
also include any proposals the Secretary may have
concerning any legislation needed to implement sueh
recommendations and concerning any modifications
and rules and regulations needed to improve regula-
tion of such contracts by the Commission or any con-
tract market designated by the Commission.,
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§ 21. Registered futures associations

(a) Registration statement

Any association of persons may be registered
with the Commission as a registered futures as-
sociazion pursuant to subsection (b) of this see-
tion, under the terms and conditions herein-
after provided in this section, by filing with the
Commission for review and approval a registra-
tion statement in such form as the Commission
may prescribe, setting forth the information,
and accompanied by the documents, beiow
specified:

(1) Data as to its organization, membership,
and rules of procedure, and such other infor-
mation as the Commission may by rules and
regulations require as necessary or appropri-
ate in the public interest; and

(2) Copiles of its constitution, charter, or ar-
ticles of incorporation or assoeiation, with all
amendments thereto, and of its bylaws, and
of any rules or instruments corresponding to
the foregoing, whatever the name, herein-
after in this seetion collectively referred to as
the “rules of the association”.

(b) Standards for registration; Commission findings

An applicant association shall not be regls-
tered as a futures association unless the Com-
mission finds, urder standards established by
the Commission, that—

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

(2) the rules of the assoclation provide that
any person registered under this chapter, con-
tract market, or any other person designated
pursuant to the rules of the Commission as
eligible for membership may become a
member of such association, except such as
are excluded pursuant to paragraph (3) or (4)
of this subsection, or a ruie of the association
permitted under this subparagraph. The rules
of the association may restrict membership in
such association on sueh specified basis relat-
ing to the type of business done by its mem-
bers, or on such other specified and appropri-
ate basis, as appears to the Commission to be
necessary or appropriate in the public inter-
est and to carryout the purpose of this sec-
tion. Rules adopted by the association may
provide that the association may, unless the
Commission directs otherwise in cases in
which the Commission finds it appropriate In
the public interest so to direct, deny admis-
sion to, or refuse to continue in such associ-
ation any person if (i) such person, whether
prior or subsequent to becoming registered as
such, or (ii) any person associated with in the
meaning of “associated person’ as set forth in
section 6k of this title, whether prior or sub-
sequent to becoming so associated, has been
and is suspended or expelled from a contract
market or has been and is barred or suspend-
ed from being associated with all members of
such contract market, for violation of any
rule of such contract market;

(3) the rules of the association provide that,
except with the approval or at the direetion
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of the Commission in cases in which the Com-
mission finds it appropriate in the public in-
terest so to approve or direct, no person shall
be admitted to or continued in membership in
such association, if such person—

(A) has been and is suspended or expel’ed
from a registered futures association or
from a contract market or has been and is
barred or suspended from being associated
with all members of such association or
from being associated with all members of
such contract market, for violation of any
rule of such association or contract market
which prohibits any act or transaction con-
stituting conduct inconsistent with just and
equitable principles of trade, or requires
any act the omission of which constitutes
conduct inconsistent with just and equita-
ble principles of trade; or

(B) is subject to an order of the Commis-
sion denying, suspending, or revoking his
registration pursuant to section 9 of this
title, or expelling or suspending him from
membership in a registered futures associ-
ation or a contract market, or barring or
suspending him from being associated with
a futures commission merchant; or

(C) whether prior or subsequent to be-
coming a member, by his conduct whiie as-
sociated with a member, was a cause of any
suspension, expulsion, or order of the char-
acter described in clause (A) or (B) which is
in effect with respect to such meniber, and
in entering such a suspension, expulsion, or
order, the Commission or any such contract
market or association shall have jurisdic-
tion to determine whether or not any
persor: was a cause thereof; or

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

(4) the rules of the association provide that,
except with the approval or at the direction
of the Commission in cases in which the Com-
mission finds it appropriate in the public in-
terest sn to approve or direct, no person shall
become a member and no natural persun shall
become a person associated with a member,
unless such person is qualified to become a
member or a person associated with a
member in conformity with specified and ap-
propriate standards with respect to the train-
ing, experience, and such other qualifications
of such person as the association finds neces-
sary or desirable, and in the case of a
member, the financial responsibility of such a
member., For the purpose of defining such
standards and the application thereof, such
rules may—

(A) appropriately classify prospective
members (taking into account relevant mat-
ters, Including type or nature of business
done) and persons proposed to be assoclated
with members.

(B) specify that all or any portion of such
s%andard shall be applicable to any such
class.
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(C) require persons in any such class to
pass examinations prescribed in accordance
with such rules.

(D) provide that persons in any such class
other than prospective members and part-
ners, officers and supervisory employees
(which latter term may be defined by such
rules and as so defined shall include branch
managers of members) of members, may be
qualificd solely on the basis of compliance
with specified standards of training and
such other qualifications as the association
finds appropriate.

(BE) provide that applications to become a
member or a person associated with a
member shall set forth such facts as the as-
sociation may prescribe as to the training,
experience, and other qualifications (includ-
ing, in the case of an applicant for member-
ship, financial responsibility) of the appli-
cant and that the association shall adopt
procedures for verification of qualifications
of the applicant, which may require the ap-
plicant to be fingerprinted and to submit, or
cause to be submitted, such fingerprints to
the Attorney General for identification and
appropriate processing. Notwithstanding
any other provision of law, such an associ-
ation may receive from the Attorney Gener-
ai all the results of such identification and
processing.

(F) require any ciass of persons associated
with a member to be registered with the as-
sociation in accordance with procedures
specified by such rules (and any application
or document supplemental thereto required
by such rules of a person secking to be reg-
istered with such association shall, for the
purposes of section 9 of this title, be
deemed an application required to be filed
under this section).

(5) the rules of the association assure a fair
representation of its members in the adoption
of any rule of the association or amendment
thereto, the selection of its officers and direc-
tors, and in ail other phases of the adminis-
tration of its affairs,

(6) the rules of the association provide for
the equitable allocation of dues among its
members, to defray reasonable expenses of
administration.

(T) the rules of the association are designed
to prevent fraudulent and manipulative acts
and practices, to promote just and equitable
principles of trade, in general, to protect the
public interest, and to remove impediments to
and perfect the mechanism of free and open
futures trading.

(8) the rules of the associacion provide that
its members and persons associated with its
members shall be appropriately disciplined,
by expulsion, suspension, fine, censure, or
being suspended or barred from being associ-
ated with all members, or any other fitting
penalty, for any violation of its rules.

(9) the rules of the association provide a
fair and orderly procedure with respect to the
disciplining of members and persons associat-
ed with members and the denial of member-
ship to any person seeking membership there-
in or the barring of any person from being as-
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sociated with a member. In any proceeding to
determine whether any member or other
person shall be discipiined, such ruies shall
require that specific charges be brought; that
such member or person shall be notified of,
and be given an opportunity to defend
against, such charges; that a record shall be
kept; and that the determination shall in-
clude—

(A) a statement setting forth any act or
practice in whic!i such member or other
person may be ifounid to have engaged, or
which such m:mber or other person may be
found to have omitied.

(B) a statement setting forth the specific
rule or rules of tha association of which any
such act or practice, or omission to act, is
deemed to be in violation.

(C) a statement whether the acts or prac-
tices prohibited by such rule or rules, or the
omission of any act required thereby, are
deemed to constitute conduct inconsistent
with just and equitable principles of trade.

(D) a statement setting forth the penalty
imposed.

In any proceeding to determine whether a
person shall be denied membership or wheth-
er any person shall be barred from being asso-
ciated with a member, such rules shall pro-
vide that the person shall be notified of, and
be given an opportunity to be heard upon, the
specific grounds for denial or bar which ure
under consideration; that a record shall be
kept; and that the determination shall set
forth the specific grounds upon whick the
denial or bar is based.

(10) the rules of the association provide a
fair, equitable, and expeditious procedure
through arbitration or otherwise for the set-
tlement of customers' claims and grievances
against any member or employee thereof:
Provided, That (1) the use of such procedure
by & customer shall be voluntary and (ii) the
term "customer” as used in this paragraph
shall not include another member of the asso-
ciation.

(¢) Suspension of registration

The Commission may, after notice and oppor-
tunity for hearing, suspend the registration of
any futures association if it finds that the rules
thereof do not conform to the requirements of
the Commission, and any such suspension shall
remain In effect until the Commission issues an
order determining that such rules have been
modified to conform with such requirements.

(d) Fees and charges

In addition to the fees and charges author-
ized by section 12a(1) of this title, each person
registered under this chapter, who is not a
member of a futures association registered pur-
suant to this =~ztion, shall pay to the Commis-
sion such ress..nable fees and charges as may
be necessary to defray the costs of additional
regulatory duties required to be performed by
the Commission because such person is not a
member of a registered futures association. The
Commission shall establish such additional fees
and charges by rules and regulations.
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(e) Registered persons not members of registered as-
sociations

Any person registered under this chapter,
who is not a member of a futures association
registered pursuant to this section, in addition
to the other requirements and obligations of
this chapter and the regulations thereunder
shall be subject to such other rules and regula-
tions as the Commission may find necessary to
protect the public interest and promote just
and equitable priuciples of trade.

(f) Deniai of registration

Upon f{iling of an application for registration
pursuant to subsection (a) of this section, the
Commission may by vsder grant such registra-
tion if the requirements of this section are sat-
isfied. 1f, after appropriate notice and opportu-
nity for hearing, it appears to the Commission
that any requirement of this section is not sat-
isfied, the Commission shall by order deny such
registration.

(g) Withdrawal from registration; notice of with-
drawal

A registered futuies association may, upon
such reasonable notice as the Commission may
deem nerussary in the public interest, withdraw
frem registration by filing with the Commission
a written notlce of withdrawal in such form as
the Commission may by rules and reguiations
prescribe.

(h) Commission review of disciplinary actions taken
by registered futures associations

If any registered futures association takes
any disciplinary action against any member
thereof or any person associated with such a
member or denies admission to any person seek-
ing membership therein, or bars any person
from being associated with a member, such
action shall be subject to review by the Com-
mission, on its own motion, or upon application
by any person aggrieved thereby filed within
thirty days after such action has been taken or
within such longer period as the Commission
may deterigine. Application to the Commission
for review, or the institution of r=view by the
Commission on its own motion, shall operate as
a stay of such action until an order is issued
upon such review pursuant to subsection (i) of
this section unless the Commission otherwise
orders, after notice and opportunity for hearing
on the question of a stay (which hearing may
consist solely of affidavits and oral arguments).

(i) Notice; hearing; findings; cancellation, reduction,
or remission of penalties

(1) In a proceeding to review disciplinary
action taken by a registered futures association
against a member thereof or a person associat-
ed with a member, If the Commission, after ap-
propriate notice and opportunity for hearing,
upon consideration of the record before the as-
sociation and such other evidence as it may
deem relevant—

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

(B) determines that such acts or practices,
or omission to act, are in violation of such
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rules of the association as have been designat-
ed in the determination of the association,
the Commission shall by order dismiss the
proceeding, unless it appesars to the Commis-
sion that such action should be modified in
accordance with peragraph (2) of this subsec-
tion. The Commission shall likewise deter-
mine whether the acts or practices prohibit-
ed, or the omission of any act required, by
any such rule constitute conduct inconsistent
with just and equitable principles of trade,
and shall so declare. If it appears to the Com-
mission that the evidence does not warrant
the finding required in clause (A), or if the
Commission determines that such acts or
practices as are found to have been engaged
in are not prohibited by the designated rule
or rules of the association, or that such act as
is found to have been omitted is not required
by such designated rule or rules, the Commis-
sion shall by order set aside the action of the
assoclation,

(2) If, after appropriate notice and opportuni-
ty for hearing, the Commission finds that any
penaity imposed upon a member or person asso-
clated with a member is excessive or oppressive,
having due regard to the public interest, the
Commission shall by order cancel, reduce, or re-
quire the remission of such penalty.

(3) In any proceeding to review the denial of
membership in a registered futures assoclation
or the barring of any person from being associ-
ated with a member, if the Commission, after
appropriate notice and hearing, and upon con-
sideration of the record before the association
and such other evidence as it may deem rele-
vant, determines that the specific grounds on
which such denial or bar is based exist in fact
and are valid under this section, the Commis-
sion shall by order dismiss the proceeding: oth-
erwise, the Commission shall by order set aside
the action of the association and require it to
admit the applicant to membership therein, or
to permit such person to be associated with a
member.

(j) Changes or additions to association rules

Every registered futures association shal) file
with the Commission in accordance with such
rules and regulations as the Commission may
prescribe as necessary or appropriate in the
public interest, copies of any changes in or ad-
ditions to the rules of the assoclation, and such
other information and documents as the Com-
mission may require to keep current or to sup-
plement the registration statement and docu-
ments filed pursuant to subsection (a) of this
section. A registered futures association shall
submit to the Commission any change in or ad-
dition to its rules and may make such rules ef-
fective ten days after receipt of such submis-
sion by the Commission unless, within the ten-
day period, the registered futures assoclation
requests review and approval thereof by the
Commission or the Commission notifies such
registered futures assoclation in writing of its
determination to review such rules for approv-
ai. The Commission shall approve such rules
within thirty days of their receipt if Commis-
sion approval is requested under this subsection
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or within thirty days after the Commission de-
termines to review for approval any other rules
unless the Commission notifies the registered
futures association of its inability to complete
such approval or review within such period of
time. The Commission shail approve such ruies
if such ruies are determined by the Commission
to be consistent with the requiremcents of this
section and not otherwise in violation of this
chapter or the regulations issued pursuant to
this chapter, and the Commission shall disap-
prove, after appropriate notice and opportunity
for hearing, any such rule which the Commis-
sion determines at any time to be inconsistent
with the requirements of this section or in vio-
lation of this chapter or the regulations issued
pursuant to this chapter. If the Commission
does not approve or institute disapproval pro-
ceedings with respect to any rule within one
hundred and eighty days after receip. <t within
such longer period of time as the registered fu-
tures association may agree to, or if the Com-
mission does not conclude a disapproval pro-
c.eding with respect to any rule within one
year after receipt or within such longer period
as the registered futures association may agree
to, such rule may be made effective by the reg-
istered futures association until such time as
the Commission disapproves such rule in ac-
cordance with this subsection.

(k) Abrogation of association rules; requests to asso-
ciations by Commission to alter or supplement
rules

(1) The Commission is authorized by order to
abrogate any rule of a registered futures ascoci-
ation, if after appropriate notice and opportuni-
ty for hearing, it appears to the Commission
that such abrogntion is necessary or appropri-
ate to assure fair dealing by the members of
such association, tc assure a fair representation
of its members in the administration of its af-
fairs or effectuate the purposes of this section.

(2) The Commission may in writing request
any registered futures association to adopt any
specified alteration or supplement to its rules
with respect to any of the matters hereinafter
enumerated. If such association fails to adopt
such alteration or supplemen{ within a reason-
able time, the Commission is authorized by
order to alter or supplement the ruies of such
association in the manner theretofore request-
ed, or with such modifications of such alter-
ation or supplement as it deems necessary if,
after appropriate notice and opportunity for
hearing, it appears to the Commission that
such alteration or supplement is necessary or
appropriate in the public interest or to effectu-
ate the purposes of this section, with respect
to—

(A) the basis for, and procedure in connec-
tion with, the denial of membership or the
barring from being associated with a member
or the disciplining of members or persons as-
sociated with members, or the qualifications
required for members or natural persons asso-
claled with members or any class thereof;

(B) the method for adoption of any change
in or addition to the rules of the association;

(C) the method of choosing officers and di-
rectors.
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(1) Suspension and revocation of registration; expul-
sion of members; removal of association officers
or directors

The Commission is authorized, if such action
appears to it to be necessary or appropriate in
the public interest or to carry out the purposes
of this section—

(1) after appropriate notice and opportunity
for hearing, by order to suspend for a period
not exceeding twelve motiths or to revoke the
registration of a registered futures associ-
ation, if the Commission finds that such asso-
ciation has violated any provisions of this
chapter or any rule or regulation thereunder,
or has failed to enforce compliance with its
own rules, or has engaged in any other activi-
ty tending to defeat the purposes of this
chapter;

(2) after appropriate notice and opportunity
for hearing, by order to suspend for a period
not exceeding twelve months or to expel from
a registered futures association any member
thereof, or to suspend for a period not ex-
ceeding twelve months or to bar any person
from being associated with a member thereof,
if the Commissiun finds that such member or
person—

(A) has violated any provision of this
chapter or any rule or regulation thereun-
der, or has effected any transaction for any
other person who, he had reason to believe,
was violating with respect to such transac-
tion any provision of this chapter or any
rule or regulation thereunder; or

(B) has wiilfully violated any provision of
this chapter, or of any rule, regulation, or
order thereunder, or has effected any trans-
action for any other person who, he had
reason to believe, was willfully violating
with respect to such transaction any provi-
sion of this chapter or rule, regulation, or
order.®

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

(m) Rules requiring membership in associations

Notwithstanding any other provision of law,
the Commission may approve rules of futures
associations that, directly or indirectly, require
persons eligible for membership in such associ-
ations to become members of at least one such
association, upon a determination by the Com-
mission that such rules are necessary or appro-
priate to achieve the purposes and objeclives of
this chapter,

(n) Reports to Congress

The Commission shall include in its annual
reports to Congress information concerning any
futures associations registered pursuant to this
section and the effectiveness of such associ-

¢So in original. The pcriod probably should be a semicolon.



ations in regulating the practices of the mem-
bers.

(0) Delezation to futures associations of registrative
functions; discretionary review by Commission;
judicial appeal

(1) The Commission may require any futures
association registered pursuant to this section
to perform any portion of the registration func-
tions under this chapter with respect to each
member of the association other than a con-
tract market and with respect to each associat-
ed person of such member, in accordance with
rules, notwithstanding any other provision of
law, adopted by such futures association and
submitted to the Commission pursuant to sub-
section (j) of this section, and subject to the
provisions of this chapter applicable to registra-
tions granted by the Commission.

(2) In performing any Commlssion registra-
tion function authorized by the Commission
under section 12a(10) of this title, this section,
or any other applicable provisions of this chap-
ter, a futures association may issue orders (A)
to refuse to register any person, (B) to register
conditionally any person, (C) to suspend the
registration of any person, (D) to piace restric-
tions on the registration of any person, or (E)
to revoke the registration of any person. If such
an order is the final decision of the futures as-
sociation, any person against whom the order
has been issued may petition the Commission
to review the deciston. The Commission may on
its own (initlative or upon petition decline
review or grant review and affirm, set aside, or
modify such an order of the futures association;
and the findings of the futures association as to
the facts, if supported by the weight of the evi-
dence, shall be conclusive. Unless the Commis-
sion grants review under this section of an
order concerning registration issued by a fu-
tures association, the order of the futures asso-
ciation shall be considered to be an order issued
by the Commission.

(3) Nothing in this sectfon shail affect the
Commission’'s authority to review the granting
of a registration application by a registered fu-
tures association that is performing any Com-
mission registration function authorized by the
Commission under section 12a(10) of this title,
this section, or any other appifcable provision
of this chapter.

(4) If a person against whom a futures associ-
ation has issued a registration order under this
suhsection petitions the Commission to review
that order and the Commission declines to take
review, such person may file a petition for
review with a United States court of appeals, in
accordance with s~ction 9 of this title.

(p) Establishment of rules for futures associations;
approval by Commission

Notwithstanding any other provision of this
section, each futures assoclation registered
under this section on January 11, 1983, shall
adopt and submit for Commission approvai not
later than ninety days after such date, and
each futures association that applies for regis-
tration after such date shall adopt and include
with its application for registration, rules of the
association that require the association to—

(1) establish tralning standards and profi-
clency testing for persons involved in the so-
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licitation of transactions subject to the provi-
stons of this chapter, supervisors of such per-
sons, and all persons for which it has registra-
tion responsibilities, and a program to audit
and enforce compliance with such standards;

(2) establish minimum capital, segregation,
and other financial requirements applicable
to its members for which such requirements
are imposed by the Commission and imple-
ment a program to audit and enforce compli-
ance with such requirements, except that
such requirements may not be iess stringent
than those imposed on such firms by this
chapter or by Commission regulation; and

(3) establish minimum standards governing
the sales practices of its members and persons
associated therewith for transactions subject
to the provisions of this chapter.

(q) Program for implementation of rules

Each futures association registered under this
section shall develop a comprehensive program
that fully impiements the ruies approved by
the Commission under this sectlon as soon as
practicable but not later than September 30,
1985, in the case of any futures association reg-
istered on January 11, 1983, and not later than
two and one-haif years after the date of regis-
tration in the case of any other futures assoct-
ation registered under this sectfon.

(Sept. 21, 1922, ch, 369, § 17, as added Oct. 23,
1974, Pub. L. 93-463, titie III, §301, 88 Stat.
1406, and amended Sept. 30, 1978, Pub. L.
95-405, § 22, 92 Stat. 876, Jan. 11, 1983, Pub. L.
97-444, title II, §§ 217(b), 233, 96 Stat. 2307,
2320.)

AMENDMENTS

1983—Subsec. (b)(4)(E). Pub. L. 97-444, § 233(1), in-
serted *‘, which may require the applican. to be finger-
printed and to submit, or cause to be submitted, such
fingerprints to the Attorney General for identification
and appropriate processing. Notwithstanding any
other provision of law, such an assoclation may receive
from the Attorney General all the results of such
identification and processing" after “adopt procedures
for verification of qualifications of the applicant’.

Subsec. (b)(10). Pub. L. 97-444, § 217(b), required as-
soclation rules to provide for “expeditious’ procedure,
redesignated cl. (lv) as (i) and substituted therein
“‘customer’ as used in this paragraph shall not in-
clude another member of the assoclation” for *‘cus-
tomer’ as used in this subsection shall not include a fu-
tures commission merchant or a floor broker', and de-
leted former clauses *'(il) the procedure shall not be
applicable to any claim In excess of $15,000, (i) the
procedure shall not result in any compulsory payment
except as agreed upon between the partles,”.

Subsec. (d). Pub, L. 97-444, § 233(2), substituted “'sec-
tlo,n 12a(1) of this title" for “section 12a(4) of this
title”,

Subsec. (h), Pub. L. 97-444, §233(3), substituted
“gubsection (1) of this section” for ‘'subsection (k) of
this section”.

Subsec. (§). Pub. L. 97-444, § 233(4), substituted “A
registered futures assoclation shall submit to the Com-
mission any change In or addition to its rules and may
make such rules effective ten days after recelpt of
such submission by the Commission unless, within the
ten-day period, the registered futures association re-
quests review and approval thereof by the Commission
or the Commission notifies such registered futures as-
soclation in writing of its determination to review such
rules for approval. The Commission shall approve
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such rules within thirty days of their receipt if Com-
mission approval is requested under this subsection or
within thirty days after the Commission determlnes to
review for approval any other rules uniess the Com-
mission notifies the registered futures association of
its inabllity to complete such approval or review
within such period of time. The Commission shall ap-
prove such rules if such rules are determined by the
Commissjon to be consistent with the requirements of
this section and not otherwise In violation of this
chapter or the regulations issued pursuant to this
chapter, and the Commission shall disapprove, after
appropriate notice and opportunity for hearing, any
such ruie which the Commission determines at any
time to be inconsistent with the requirements of this
section or in violation of this chapter or the reguia-
tions issued pursuant to this chapter. If the Commis-
sion does not approve or institute disapproval proceed-
ings with respect to any rule within one hundred and
eighty days after receipt or within such longer period
of time as the registered futures association may agree
to, or if the Commission does not conclude a disap-
proval proceeding with respect to any rule within one
year after receipt or within such longer period as the
registered futures association may agree to, such rule
may be made effective by the registered futures associ-
ation until such time as the Commission disapproves
such rule in accordance with this subsection" for "Any
change in or addition to the rules of a registered fu-
tures association shall be submitted to the Commis-
sion for approval and shall take effect upon the thirti-
eth day after such approval by the Commission, or
upon such earlier date as the Commission may deter-
mine, unless the Commission shall enter an order dis-
approving such change or addition; and the Commis-
sion shall enter such an order unless such change or
addition appears to the Commission to be consistent
with the requirements of this section and the provi-
sions of this chapter”.

Subsecs. (0)-(q). Pub, L. 97-444, § 233(5), added sub-
secs. (0), (p), and (q).

1978—Subsec. (bX3)(B). Pub. L. 95-405, § 22(1),
struck out (7 U.S.C. 9" following “section 9 of this
title", which for purposes of codification had already
been eliminated.

Subsec. (b)(10). Pub. L. 95-405, § 22(2), substituted
+'$15,000” for ‘‘$5,000",

Subsec. (1)(1), (2)(A). Pub. L. 95-405, § 22(3), substi-
tuted “chapter” for “section’ wherever appearing.

Subsec. (m). Pub, L. 95-405, § 22(4), added subsec.
(m), Former subsec, (in) was redesignated (n).

Subsec. (n). Pub. L. 95-405, §22(4) redesignated
former subsec. (m) as (n).

EFFECTIVE DATE OF 1983 AMENDMENT

Amendment by Pub. L. 97-444 effective Jan. 11,
1983, see section 239 of Pub, L. 97-444, set out as an
Effective Date of 1983 Amendment note under section
2 of this title.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L. 95-405 effective Oct. 1, 1978,
see section 28 of Pub. L. 96-405, set out as an Effective
Date of 1978 Amendment note under section 2 of this
title.

ErrecTIVE DATE

For effective date of section, see section 418 of Pub.
L. 93-463, set out as an Effective Date of 1974 Amend-
ment note under section 2 of this title,

SzcTION REFERRED TO IN OTHER SECTIONS

This section Is referred to in sections ép, 12a, 16a, 19,
25 of this title.

§ 22. Research and information programs; reports to
Congress

(a) The Commission shall establish and main-
tain, as part of its ongoing operations, research
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and information programs to (1) determine the
feasibility of trading by computer, and the ex-
panded use of modern information system tech-
nology, electronic data processing, and modern
communication systems by commodity ex-
changes, boards of trade, and by the Commis-
sion itself for purposes of improving, strength-
ening, facilitating, or regulating futures trading
operations; (2) ass{st in the development of edu-
cational and other informational materials re-
garding futures trading for dissemination and
use among producers, market users, and the
general public; and (3) carry out the general
purposes of this chapter.

(b) The Commission shall include in its
annual reports to Congress plans and findings
with respect to implementing this section.

(Sept. 21, 1922, ch. 369, § 18, as added Oct. 23,
1974, Pub. L. 93-463, title IV, § 416, 88 Stat.
1415.)

EFFECTIVE DATE

For effective date of section, see section 418 of Pub.
L. 93-463, set out as an Effective Date of 1974 Amend-
ment note under section 2 of this title.

§ 23. Standardized contracts for certain commodities
prohibited

(a) Margin accounts, margin contracts, arrangements,
ete.

No person shall offer to enter into, enter into,
or confirm the execution of, any transaction for
the delivery of any commodity specifically set
forth in section 2 of this title prior to October
23, 1974, under a standardized contract com-
monly known to the trade as a margin account,
margin contract, leverage account, or leverage
contract, or under any contract, account, ar-
rangement, scheme, or device that the Commis-
sion determines serves the same function or
functions as such a standardized contract, or is
marketed or managed in substantially the same
manner as such a standardized contract.

(b) Contracts for delivery of silver and gold bullion,
bulk silver and gold coins; rules and regulations

No person shall offer to enter into, enter into,
or confirm the execution of any transaction for
the delivery of sflver bullion, gold bullion, or
bulk silver coins or bulk gold coins, under a
standardized contract described in subsection
(a) of this section, contrary to any rule, regula-
tion, or order of the Commission designed to
ensure the financial solvency of the transaction
or prevent manipulation or fraud: Provided,
That such rule, regulation, or order may be
made only after notice and opportunity for
hearing.

(c) Regulatlon of other commodities under standard-
ized contracts

The Commission shall regulate any transac-
tions under a standardized contract described in
subsection (a) of this section involving commod-
ities described in subsection (b) of this section
or any other commodities (except those com-
modities described in subsection (a) of this sec-
tion) under such terms and conditions as the
Commission shall prescribe by rule, regulation,
or order made only after notice and opportuni-
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ty for a hearing. The Commission may set dif-
ferent terms and conditions for such transac-
tions involving different commodities. Notwith-
standing any other provision of this section, the
Commission may prohibit any transaction for
the delivery of any commodity under a stand-
ardized contract described in subsection (a) of
this section that is not permitted by the rules,
regulations and orders of the Commission in
effect on December 9, 1982, if the Commission
determines that any such transactions wouid be
contrary to the public interest.

(Sept. 21, 1922, ch. 369, § 19, as added Sept. 30,
1978, Pub. L. 95-405, §23, 92 Stat. 878, and
amended Jan. 11, 1983, Pub. L. 97-444, title II,
§ 234, 96 Stat. 2322.)

PRIOR PROVISIONS

Provisions similar to those appearing in subsec. (b)
were formerly contained in section 15a of this title.

AMENDMENTS

1983—Subsec. (c). Pub. L. 97-444, § 234(1), substitut-
ed “shall regulate” for “may prohibit or regulate” and
authorized Commission prohibition of transactions for
delivery of commodities under a standardized contract
that was not permitted by the ruies, regulations and
orders of the Commission in effect on Dec. 9, 1882,
where transactions are determined to be eontrary to
the public interest.

Subsec. (d). Pub. L. 97-444, §234(2), struck out
subsec. (d) which provided for regulation of transac-
tions in accordance with appiieabie provisions of this
chapter where Commission determined the transac-
tions under subsecs. (b) and (¢) of this section were
contracts for future delivery within the meaning of
this chapter.

EFFECTIVE DATE OF 1883 AMENDMENT

Amendment by Pub. L. 97-444 effective Jan. 11,
1983, see section 239 of Pub. L. 97-444, set out as an
Elfective Date of 1983 Amendment note under section
2 of this title.

EFFECTIVE DATE

Seetion effective Oet. 1, 1878, see section 28 of Pub.
L. 95-405. set out as an Effective Date of 1978 Amend-
ment note under section 2 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2, 12a, 13, 186,
25 of this title.

§ 24. Regulations respecting commodity hroker deht-
ors; definition

(a) Notwithstanding title 11, the Commission
may provide, with respect to a commodity
broker that is a debtor under chapter 7 of titie
11, by rule or regulation—

(1) that certain cash, securities, other prop-
erty, or commodity contracts are to be includ-
ed in or excluded from customer property or
member property;

(2) that certain cash, securities, other prop-
erty, or commodity contracts are to be specifi-
cally identifiable to a particular customer in a
specific capacity;

(3) the method by which the business of
such commodity broker is to be conducted or
liguidated after the date of the filing of the
petition under such chapter, iacluding the
payment and ailocation of margin with re-
spect to commodity contracts not specifically
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identifiable to a particular customer pending
their orderly liquidation;

(4) any persons to which customer property
and commodity contracts may be transferrcd
under section 766 of title 11; and

(6) how the net equity of a customer is to be
determined.

(b) As used in this section, the terms '‘com-
modity broker", “commodity contract’”, ‘‘cus-
tomer", “customer property”, “member proper-
ty’, “net equity”, and ‘security” have the
meanings assigned such terms for the purposes
of subchapter IV of chapter 7 of title 11,

(Sept. 21, 1922, ch, 369, § 20, formerly § 19, as
added Nov. 6, 1878, Pub. L. 95-598, title III,
§ 302, 92 Stat. 2673, renumbered and amended
July 27, 1982, Pub. L. 97-222, § 20, 95 Stat. 241.)

AMENDMENTS

1882—Subsec. (a)(3). Pub. L. 87-222, § 20(b). inserted
*, including the payment and ailocatirn of margin
with respect to commodity contracts not specifically
identifiable to a particular customer pending their or-
derly liquidation®,

EFFECTIVE DATE

Section effective Nov. 6, 1978, see section 402(d) of
Pub. L. 85-5988, set out as an Effective Date note pre-
ceding section 101 of Title 11, Bankruptcy.

§ 25. Private rights of action

(a) Actual damages; actionable transactions; exclu-
sive remedy

(1) Any person (other than a contract market,
clearing organization of a contraet market, li-
censed board of trade, or registered tutures as-
sociation) who violates this chapter or who wili-
fully aids, abets, counseis, induces, or procures
the commission of a violation of this chapter
shall be liable for actual damages resulting
from one or more of the transactions referred
to in clauses (A) through (D) of this paragraph
and caused by such vioiation to any other
person—

(A) who received trading advice from such
person for a fee;

(B) who made through such person any
contract of sale of any commodity for future
delivery (or option on such contract or any
commodity); or who deposited with or paid to
such person money, securities, or property (or
incurred debt in iieu thereof) in connection
with any order to make such contract;

(C) who purchased from or sold to such
person or placed through such person an
order for the purchase or sale of—

(i) an option subject to section 6c of this
title (other than an option purchased or
sold on a contract market or other board of
trade);

(ii) a contract subject to section 23 of this
title; or

{iil) an interest or participation in a com-
modity pool; or

(D) who purchased or soid a contract re-
ferred to in clause (B) hereof if the violation
constitutes a manipulation of the price of any
such contract or the price of the commodity
underlying such eontract.
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(2) Except as provided in subsection (b) of
this section, the rights of action authorized by
this subsection and by sections 7a(11), 18, and
21(b)(10) of this title shall be the exclusive rem-
edies under this chapter available to any person
who sustains ioss as a result of any aileged vio-
lation of this chapter. Nothing in this subsec-
tion shall limit or abridge the rights of the par-
ties to agree in advance of a dispute upon any
forum for resolving claims under this section,
inciuding arbitration.

(b) Liabilities of organizations and individuals; bad
faith requirement; exciusive remedy

(1)tA) A contract market or ciearing organiza-
tion of a contract market that fails to enforce
any bylaw, ruie, regulation, or resolution that it
is required to enforce by section 7a(8) and sec-
tion 7a(9) of this titie, (B) a licensed board of
trade that fails to enforce any bylaw, rule, reg-
ulation, or resolution that it is required to en-
force by the Commission, or (C) any contract
market, clearing organization of a contract
market, or licensed board of trade that in en-
forcing any such bylaw, rule, regulation, or res-
olution violates this chapter or any Commission
ruie, regulation, or order, shall be liabie for
actual damages sustained by a person who en-
gaged in any transaction on or subject to the
rules of such contract market or licensed board
of trade to the extent of such person's actual
losses that resulted from such transaction and
were caused by such failure to enforce or en-
forcement of such bylaws, rules, regulations, or
resolutions.

(2) A registered futures association that fails
to enforce any bylaw or rule that is required
under section 21 of this titie or in enforcing any
such bylaw or rule violates this chapter or any
Commission rule, regulation, or order shali be
liable for actuai damages sustained by a person
that engaged in any transaction specified in
subsection (a) of this section to the extent of
such person's actual iosses that resulted from
such transaction and were caused by such fail-
ure to enforce or enforcement of such bylaw or
rule.

(3) Any individual who, in the capacity as an
officer, director, governor, committee member,
or empioyee of a contract market, clearing or-
ganization, licensed board of trade, or a regis-
tered futures association willfully aids, abets,
counseis, induces, or procures any failure by
any such entity to enforce (or any violation of
the chapter in enforcing) any bylaw, rule, regu-
lation, or resolution referred to in paragraph
(1) or (2) of this subsection, shall be liable for
actual damages sustained by a person who en-
gaged in any transaction specified in subsection
(a) of this section on, or subject to the rules of,
such contract market, licensed board of trade
or, in the case of an officer, director, governor,
committee member, or employee of a registered
futures association, any transaction specified in
subsection (a) of this section, in either case to
the extent of such person's actual losses that
resulted from such transaction and were caused
by such failure or violation.

(4) A person seeking to enforce iiability under
this section must establish that the contract
market, licensed board of trade, clearing organi-
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zation, registered futures association, officer,
director, governor, committee member, or em-
ployee acted in bad faith in failing to take
action or in taking such action as was taken,
and that such failure or action caused the loss.

(5) The rights of action authorized by this
subsection shall be the exclusive remedy under
this chapter available to any person who sus-
tains a ioss as a result of (A) the alleged failure
by a contract market, licensed board of trade,
clearing organization, or registered futures as-
sociation or by any officer, director, governor,
committee member, or empioyee to enforce any
byiaw, rule, regulation, or resolution referred to
in paragraph (1) or (2) of this subsection, or (B)
the taking of action in enforcing any bylaw,
rule, regulation, or resoiution referred to in this
subsection that is alleged to have violated this
chg.pter. or any Commission rule, regulation, or
order.

(¢) Jurisdiction

The United States district courts shall have
exciusive jurisdiction of actions brought under
this sectlon. Any such action must be brought
within two years after the date the cause of
action accrued.

(d) Dates of application to actions

The provisions of this section shail become
effective with respect to causes of actinn accru-
ing on or after the date of enactment of the Fu-
tures Trading Act of 1982 (January 11, 19831:
Provided, That the enactment of the Futures
Trading Act of 1982 shall not affect any right
of any parties which may exist with respect to
causes of action accruing prior to such date.

(Sept. 21, 1922, ch. 369, § 22, as added Jan. 1},
1983, Pub. L. 97-444, title 11, § 235, 96 Stat.
2322,

REFERENCES IN TEXT

The Futures Trading Act of 1982, referred to in
subsec, (d), is Pub. L. 97-444, Jan. 11, 1983, 96 Stat.
2294, which Is classified generally to this chapter. For
complete classification of this Act to the Code, sce
Short Title of 1983 Amendment note sct out under
section 1 of this titie and Tables.

CODIFICATION

In subsec. (a)(2), “section 21(b(10) of this title" was
substituted for “section ITb(10) of this Act” to give
effect to the probable intent of Congress because
there is no section 17b(10) of the Commodity Ex-
change Aet and section 17(b)10) of that Act is classi-
fied to section 21(b)10) of this title.

EFFECTIVE DATE

Seetion effective Jan. 11, 1983, see section 239 of
Pub, L. 97-444, set out as an Effective Date of 1983
Amendment note under section 2 of this title.

§ 26. Special studies

(a)(1) The Board of Governors of the Federal
Reserve System, thc Commission, and the Secu-
rities and Exchange Commission, with assist-
ance from the Secretary of the Treasury, shall
conduct a study of the effects on the economy
of trading in contracts of sale of commodities
for future delivery and in options (including op-
tions on commaodities, options on contracts of
sale of commodities for future delivery, options
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on foreign currencies, and options on securities,
Including exempted securities or on any group
or index of securities). The agencies participat-
ing in the study may select representative fu-
tures contracts and options contracts and repre-
sentative perlods of time for detailed study.

(2) The Board of Governors of the Federal
Reserve System shall organize the study and
shall do so In such manner that the total cost
to all participating agencies of conducting the
study is not more than $3,000,000. To the
extent possible, such agencies shall use data
which are readily available to them.

(3) among " the areas to be studied are—

(A) the effects, if any, that trading in such
instruments has on the formation of real cap-
ital in the economy (particularly that of a
long-term nature) and the structure of liquid-
Ity in credit markets;

(B) the economic purposes, if any, served by
the trading of such instruments;

(C) the sufficiency of the public policy tools
available to regulate such trading activity to
avoid harmful economic effects in the mar-
kets for such instruments, the underlying
cash markets, and related financial markets;

(D) the adequacy of investor protections af-
forded to participants in the markets for such
instruments; and

(E) the extent to which such instruments
may be utilized to manipulate, or profit from
the manipulation of, the markets for evi-
dences of indebtedness, foreign currency, and
securities.

(4) The Commission shall have primary re-
sponsibility for selecting and studying the in-
struments under its jurisdiction, and the Secu-
rities and Exchange Commission shall have pri-
mary responsibility for selecting and studying
the instruments under its jurisdiction.

(5) The Board of Governors of the Federal
Reserve System shall review, and may supple-
ment with its own analyses, the studies con-
ducted under this subsection by the Commis-
sion and the Securities and Exchange Commis-
sion. The Board of Governors, after consuita-
tion with the Commission and the Securities
and Exchange Commission, shall, not later
than September 30, 1984, submit to Congress a
report comprised of such studies, together with
any supplementation and recommendations for
legislative or regulatory action proposed by the
participants.

(b)(1) The Commission shail conduct at a cost
of not more than $200,000 a study of (A) the
nature, extent, and effects of trading in repre-
sentative futures markets by persons possessing
material information not generaily avaiiable to
the public regarding present or anticipated
cash or futures transactions (to which such per-
sons are not parties) in any commodity, and (B)
the adequacy of the Commission’s authority to
prevent market and customer abuses resulting
gom the possession of such nonpublic informa-

on.

(2) To the extent possible, the Commission
shall use data which are readily availabie to it
in conducting the study. The Commission shali,

'S0 in original. Probabiy shouid be “Among".
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not later than September 30, 1984, transmit to
the Committee on Agriculture of the House of
Representatives and the Committee on Agricul-
ture, Nutrition, and Forestry of the Senate a
report describing the results of the study and
lnc}udlng any recommendations for legislative
action.

(Sept. 21, 1922, ch. 369, § 23, as added Jan. 11,
1983, Pub. L. 97-444, title I1, §236, 96 Stat.
2324.)

E¥FECTIVE DATE

Section effective Jan. 11, 1983, see section 239 of
Pub. L. 97-444, set out as an Effective Date of 1983
Amendment note under section 2 of this title,

CHAPTER 2—COTTON STANDARDS

Sec.

51. Short title.

5la. Extension of classification faciiities to cotton
growers,

51a-1. Contracts with cooperatives furnishing
classers; amount and type of payment,

51b, Licensing sampiers; revocation and suspen-
sion of license.

52. Use of nonofficiai standards prohibited; sales
by sample excepted.

53. Licensing classifiers; revocation and suspen-
sion of {icense.

54. Classification by Department of Agriculture;

certification thereof; effect of certificate;
regulations for classification.

55. Fees and charges for cotton classing and re-

lated services; criteria; disposition of
moneys and samples.

56. Establishment of cotton standards; furnish-
ing coples of established standards sold.

51, Disposition of proceeds of sale of cotton and

of coples of standards.

57a. Agreements with cotton associations, etc., in
foreign countries to establish cotton stan-
ards. .

58. General inspection and sampling of cotton.

59. Offenses in relation to cotton standards,

60. Penaities for violations.

61. General regulations, investigations, tests,
etc., by Secretary.

6la. Annuai review meetings with cotton industry
representatives; purposes, ctc.

62. Definitions.

63. Liability of principal for act of agent,

64. Appropriation for expenses; appointment by
Secretary of officers and agents; compensa-
tion.

65. Separabitity of provisions.

CHAPTER REFERRED TO IN OTHER SECTIONS

This chapter is referred to in sections 15b, 6la of
this title,

§ 51. Short title

This chapter shall be known by the short
titie of “United States Cotton Standards Act.”

(Mar. 4, 1923, ch, 288, § 1, 42 Stat. 1517.)

EFFECTIVE DATE

Scction 14 of act Mar, 4, 1923, provided: " That this
Act [this chapter] shall become effective on and after
Aug. 1, 1923."



