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HOUSE OF REPRESENTATIVES—Wednesday, September 13, 1989

The House met at 10 a.m.

Rabbi Edward Paul Cohn, senior
rabbi, Temple Sinai of the city of New
Orleans, New Orleans, LA, offered the
following prayer:

We pray in the words of the Psalm-

t:

Zeh Hayom Asah Adonai Nagilah
V’'nism’cha Vo!

This is the day which the Lord has
made, let us rejoice and be glad in it.

Heavenly Father, in these soul-stir-
ring times, O Lord, when from one
corner of the world to the other, the
hope of liberty and the hunger for
freedom are being proclaimed and
celebrated, let us give great thanks for
the privilege which is ours to live in
this day and age.

Bless Thou, the people of this glori-
ous land of liberty and democracy; all
of our Nation’s leaders, and each one
of the Representatives who serve in
this distinguished House. May they
successfully labor to address the press-
ing and complex issues of our times
with insight, with compassion, and
with wisdom—

For the blessing of all and for the hurt
of none;

For the abundance of all and for the
scarcity of none;

For the life of all and for the distress
of none.

Amen.

THE JOURNAL

The SPEAKER. The Chair has ex-
amined the Journal of the last day’s
proceedings and announces to the
House his approval thereof.

Pursuant to clause 1, rule I the Jour-
nal stands approved.

PLEDGE OF ALLEGIANCE

The SPEAKER. Will the gentlewom-
an from Ohio [Ms. KaprTur] please
come forward and lead the House in
the Pledge of Allegiance.

Ms. KEAPTUR led the Pledge of Alle-
giance as follows:

I pledge allegiance to the Flag of the
United States of America, and to the Repub-
lic for which it stands, one nation under
God, indivisible, with liberty and justice for
all,

MESSAGE FROM THE SENATE

A message from the Senate by Mr.
Hallen, one of its clerks, announced
that the Senate had passed without
amendment bills of the House of the
following titles:

H.R. 419. An act to provide for the addi-
tion of certain parcels to the Harry S

Truman National Historic Site in the State
of Missouri; and

H.R. 1529. An act to provide for the estab-
lishment of the Ulysses S. Grant National
Historic Site in the State of Missouri, and
for other purposes.

The message also announced that
the Senate had passed with an amend-
ment in which the concurrence of the
House is requested, a bill of the House
of the following title:

H.R. 2136, An act to amend the District of
Columbia Code to limit the length of time
for which an individual may be incarcerated
for civil contempt in the courts of the Dis-
trict of Columbia, and for other purposes.

The message also announced that
the Senate insists upon its amendment
to the bill (H.R. 2136) “An act to
amend the District of Columbia Code
to limit the length of time for which
an individual may be incarcerated for
civil contempt in the courts of the Dis-
trict of Columbia, and for other pur-
poses’” and requests a conference with
the House on the disagreeing votes of
the two Houses thereon.

RABBI EDWARD PAUL COHN,
TEMPLE SINAI, NEW ORLEANS,
LA

(Mrs. BOGGS asked and was given
permission to address the House for 1
minute.)

Mrs. BOGGS. Mr. Speaker, I rise to
offer my expression of gratitude to
Rabbi Edward Paul Cohn, for the
beautiful prayer with which he has
opened our session today. Rabbi Cohn,
born in Baltimore, received his B.A.
degree from the University of Cincin-
nati, his master’s from Hebrew Union
College and his doctorate from the St.
Paul School of Theology. He has
served in Atlanta, Macon, GA, Kansas
City, MO, and in Pittsburgh, PA.

In 1987 he came to us in New Or-
leans as rabbi of the prestigious
Temple Sinai to lead a congregation
with a long and distinguished history
of service to our city and our State.

This year is one of special prepara-
tion for the auspicious celebration of
Temple Sinai’s 120th anniversary, the
length of days of Moses’ life and
worthy of the comparison.

Steeped in the tradition of signifi-
cant leadership carried forward in
recent years by my good friends the
late Rabbi Julian Leibelman and
Rabbi Murray Blackman, Temple
Sinai is fortunate to have Dr. Cohn as
rabbi at this precious moment in its
history.

Rabbi Cohn is married to the lovely
former Andrea Levy and they have
two daughters, Jennifer and Debra.

We regret that they are not with us
today, but we are pleased to have with
us the presence of Dr. Cohn’s parents,
Rebecca Weiner Cohn and Rudolph J.
Cohn, who are celebrating a very spe-
cial wedding anniversary, and his aunt
and uncle, Gertrude Weiner and Ben
Weiner.

Welcome, and thank you, Dr. Cohn.

NATIONAL FARM SAFETY WEEK

(Mrs. SMITH of Nebraska asked and
was given permission to address the
House for 1 minute and to revise and
extend her remarks.)

Mrs. SMITH of Nebraska. Mr.
Speaker, September 17-23 has been
designated ‘“‘National Farm Safety
Week.” It is an opportunity to note
that farmers and ranchers, America’s
most productive workers, are faced
with an unusually high risk of trau-
matic death and injury.

During 1988 there were more than
1,500 agriculture-related deaths and
140,000 disabling injuries.

While all industries average 9 acci-
dental deaths per 100,000 workers, ag-
riculture registers 48 per 100,000 work-
ers.

Although my State is, thankfully,
often below the national average, this
year 10 Nebraska lives have already
been lost in farm accidents.

These casualties attest to the occu-
pational risks on the farm, but they
also underline one of the critical defi-
ciencies of rural health—emergency
medical and trauma care.

Each day, rural residents die from
survivable injuries because they are
isolated, living miles from doctors and
hospitals.

The Government can help by assist-
ing communities develop and improve
emergency medical services. The Rural
Health Care Coalition has put forth a
plan H.R. 1587 that would address the
problems of financing emergency med-
ical systems and recruiting quality per-
sonnel to staff them.

Farm accidents may also be the
result of lax safety regulations. One
Federal response would be mandating
the use of roll-over-protection strue-
tures on all new tractors and providing
economic incentives for their installa-
tion on older machinery. This would
help reduce the No. 1 farm-accident
killer—tractor rollover.

First and foremost, however, preven-
tive education programs for occupa-
tional health and safety will be key to
improving farm safety. The U.S. De-
partment of Agriculture, through its
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cooperative extension network, mod-
estly funds an effective farm safety
program. We can build on its success
to save more rural lives.

As I have reminded my colleagues so
often, U.S. farmers and ranchers pro-
vide this Nation with the most abun-
dant, diverse, cheapest, and safest food
supply in the world. In return, let’s
consider what we can do to make their
work safer.

I urge my colleagues to give this
issue their every consideration during
Farm Safety Week.

I HOPE PRESIDENT BUSH AND
DRUG CZAR BENNETT ARE LIS-
TENING

(Ms. KEAPTUR asked and was given
permission to address the House for 1
minute and to revise and extend her
remarks.)

Ms. KAPTUR. Mr. Speaker, I hope
that President Bush is listening this
morning and also drug czar Bennett. I
would like to say to them that fighting
this all-out war on drugs with sling-
shots is not going to be enough.

I was so disappointed in the Presi-
dent’s message last week because he
offered no immediate relief to commu-
nities like my own.

In his message, he did not say any-
thing about making available Federal
properties nor vacant military bases
nor other facilities to relieve the criti-
cal overcrowding that faces us in our
prisons and jails. That is our greatest
obstacle in getting offenders off the
streets.

Just in my home county, our jail ca-
pacity is 296 persons. In July this
summer, the prison population aver-
aged 370 prisoners. It reached an all-
time high of 427 prisoners during the
month. In August the jail took an all-
time high of 500 prisoners.

Now this cannot continue when over
65 percent of those people that are in-
carcerated have substance abuse prob-
lems.
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We cannot wait for the few new pris-
ons that the President says will be
built for 2 years from now to solve the
problem. Those responsible for selling,
using, and distributing cocaine, crack,
and other illegal drugs are getting
away with murder—and they know it.

This Executive order that the Presi-
dent has signed is supposed to make
military facilities available to relieve
our local jails. But in the President’s
order, he gives them a year from now
to report. Mr. President, that is not
good enough. Our communities need
help now. We need to get criminals off
the streets now. The President ought
to put some heat under his own ad-
ministration to get them to open avail-
able vacant military bases and Federal
properties now, not next year. Isn’t
leadership what Presidents are for?

CONGRESSIONAL RECORD—HOUSE

SO-CALLED USER FEES ARE
UNJUST

(Mr. BALLENGER asked and was
given permission to address the House
for 1 minute and to revise and extend
his remarks.)

Mr. BALLENGER. Mr. Speaker, in
the next few weeks we will be debating
reconciliation legislation and I wanted
to bring a.particular provision to your
attention. The House and Senate
Labor Committees included new user
fees for employee benefit plans filed
with the Department of Labor.

I have heard from numerous compa-
nies across America and from my con-
gressional district and I wanted to
share a few of the comments with you.

From Hickory Springs Manufactur-
ing Co.:

These “user fees” would be imposed on
programs we voluntarily maintain for our
employees for the “privilege” of filing infor-
mation reports required by law. In effect,
the House Education and Labor Committee
has decided that, as an additional cost of
maintaining an employee benefit plan, we
must pay an extra tax every year in addition
to high costs we already pay to maintain
and operate the program.

From Tom Brooks Chevrolet-Buick:

Surely had there been a proposal to
charge a “user fee” to the American taxpay-
er for the “privilege” of filing the annual
form 1040 or the business community for
filing the 1120, such a proposal would have
been soundly rejected by Congress. It is
clear that such a fee would have met with
massive resistance at home.

From Edwards Clinic:

Certainly the fiasco surrounding Section
89 should have alerted Congress to the need
to go slowly and with a great deal of care in
the employee benefit area. The arbitrary se-
lection of employee benefit plans as a vehi-
cle to reduce the deficit by forcing such
plans to pay a new tax is reprehensible.

As the reconciliation process contin-
ues you can count on my opposition to
this provision which I wholeheartedly
believe is detrimental to the expansion
of our voluntary private pension
system.

REJECT PROVISIONS IN SENATE
INTERIOR APPROPRIATIONS
BILL

(Mr. JONTZ asked and was given
permission to address the House for 1
minute and to revise and extend his
remarks.)

Mr. JONTZ. Mr. Speaker, I rise
today to express my concern about
provisions relating to our national for-
ests in the Senate Interior appropria-
tions bill which will soon be in confer-
ence committee. These provisions
threaten the basic rights of citizens to
enforce our Nation’s environmental
laws, and the continued existence of a
significant portion of the ancient for-
ests of the Pacific Northwest, by pro-
hibiting Federal courts from granting
temporary injunctions to halt timber
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sales while the legality of sales is
being determined.

Mr. Speaker, over the August recess
I visited several of our national forests
in the Northwest where logging cre-
ated a patchwork landscape of trees
and clearcuts. I spoke with area resi-
dents, including Forest Service offi-
cials, who agree that the proposed
harvest of 8 billion board feet by Octo-
ber 1990 is totally unrealistic.

I appreciate the economic difficul-
ties which face the Northwest, but
that does not justify the Senate lan-
guage preventing enforcement of our
laws. In effect, this Senate legislative
act would be a legislative ax which
fells the Environmental Policy Act,
the Endangered Species Act, and other
important statutes.

I urge my colleagues to reject the
dangerous provisions in the Senate In-
terior appropriations bill.

FOREIGN AID PACKAGE FOR
POLAND

(Mr. DREIER of California asked
and was given permission to address
the House for 1 minute and to revise
and extend his remarks.)

Mr. DREIER of California. Mr.
Speaker, in December 1981 Soviet
tanks rolled into Poland, and the im-
position of martial law against Solidar-
ity and the Polish people took place.
Who would have believed that at the
end of this decade we would see Soli-
darity and their leadership actually
seated following a fair and open elec-
tion? Just yesterday we saw Tadeusz
Mazowiecki formally become Prime
Minister of Poland.

Foreign aid is something which in
this House is very criticized by many,
and within this country it is not terri-
bly popular. But, we clearly have re-
sponsibility to assist the first govern-
ment in history to negotiate itself
from Communist totalitarianism to a
democratic form of government. We
have a responsibility to help these
people, and I hope very much we will
speedily put together a package which
can see a dramatic economic market-
oriented turnaround. It is going to
take time, and I hope the people of
Poland will be patient, and I hope the
people of the free world will be pa-
tient. If we are, Mr. Speaker, I'm con-
fident that we can see success.

POLAND

(Mr. YATRON asked and was given
permission to address the House for 1
minute and to revise and extend his
remarks.)

Mr. YATRON. Mr. Speaker, I want
to congratulate the new Prime Minis-
ter of Poland. Let me also congratu-
late the Polish people for the signifi-
cant achievements toward democratic
reform, human rights, and to address
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the economic dilemma. Their struggle
has not been easy, and the road to suc-
cess remains treacherous.

However, the courage, determina-
tion, and wisdom of the Polish people
will enable them to ultimately prevail
in their efforts to achieve full democ-
racy and economic success.

Nevertheless, we and the other free
countries have a responsibility to help
the Polish people during this critical
time. The security and economic inter-
ests of the United States are greatly
advanced by a free Poland. Poland is
also the key to greater freedom
throughout Eastern Europe.

Debt rescheduling, basic food and
medical aid, Export-Import Bank cred-
its and guarantees, greater IMF and
World Bank involvement are essential
to the development of the private
sector economy in Poland.

I call on my colleagues to seize this
unprecedented opportunity to usher in
an era of freedom and to ensure the
forces of communism and repression
continue their retreat.

A PLEDGE TO LARKIN SMITH

(Mr. SCHIFF asked and was given
permission to address the House for 1
minute and to revise and extend his
remarks.)

Mr. SCHIFF. Mr. Speaker, I did not
intend to be here this morning. This is
a presentation that would have been
given by my late colleague, Larkin
Smith of Mississippi. Before his un-
timely death, he had embarked on a
series of 1 minute presentations to
point out, with his career background
in law enforcement, that the Congress,
in establishing the drug czar program
to coordinate all of our efforts against
the war against crime and drugs,
should, first, coordinate itself. That
dozens of committees and subcommit-
tees had jurisdiction over the War on
Drugs Program.

In fact, in my last presentation on
the House floor just before our recess
for the district work period, since I
have a background in law enforce-
ment, I commended Representative
Smith on making these presentations
and bringing this matter to the atten-
tion of the Congress. Since Congress-
man Smith cannot complete the pres-
entations himself, because of his tragic
death, those Members who were elect-
ed with him in the freshman class
intend to complete the presentations
for him. I want to bring to the atten-
tion of the House that the Science,
Space, and Technology Committee is
one more committee that has jurisdic-
tion potentially over the war on drugs
because, among other things, science
and technology is involved in surveil-
lance equipment, as one example.

Mr. Speaker, I serve on the Commit-
tee on Science, Space, and Technolo-
gy. I think this is a very important
committee for the Nation, and I am
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proud to serve on it. However, I think
this committee, like every other com-
mittee and subcommittee, should sur-
render their jurisdiction in the war
against drugs to one committee of the
Congress so that we can be as coordi-
nated as we want the entire Nation to
be in this important struggle.

CONGRESS MUST RESIST
CONTINUING RESOLUTION

(Mr. GEKAS asked and was given
permission to address the House for 1
minute and to revise and extend his
remarks.)

Mr. GEKAS. Mr. Speaker, the fiscal
yvear is fast approaching its end as of
October 1, and the Congress of the
United States has completed only 1 of
the 13 appropriation bills that it is
mandated to do. That means we are
facing again that monster known as
the CR, the continuing resolution.

I have vowed, as have many others,
that we could no longer, after the
tragedies of the past, support that
process which brings about a short-
term CR here and another one later,
allowing all kinds of mischiefs to be
played in the imbedding of resolutions
and special interest favors into these
large CR's.

I have introduced legislation to say
that when a fiscal year ends and an
appropriation bill has not been com-
pleted, last year’s appropriation for
that same cycle will repeat itself, thus
giving Congress time enough to work
on amending or mending whatever ills
might be in the last year's appropria-
tion, but not to go into a CR..

Mr. Speaker, I will oppose the CR,
and I will go before the Appropria-
tions Committee, the Ways and Means
Committee, the gym, or anyplace in
order to convince Members that we
cannot tolerate the CR again this
year.

OUR COMMITMENT IN THE WAR
ON DRUGS

(Mr. TANNER asked and was given
permission to address the House for 1
minute and to revise and extend his
remarks.)

Mr. TANNER. Mr. Speaker, the
President has recently laid out the
goals of his national campaign to rid
this Nation of what I and many others
consider to be its most serious threat—
illegal drugs. The question that arises
with this or with any other national
goal is how to achieve it.

We must not as Federal policymak-
ers simply present goals and leave it to
others to attain them. We must
commit ourselves to providing the re-
sources needed to assist those in the
front line of the antidrug campaign.
That means manpower, muscle, and
money.

The term, “war on drugs,” gets used
a lot around here. It is catchy. It
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makes a good 30-second sound bite on
the 6 o’clock news. Unfortunately, it
accurately describes in a few words the
complexity of the task ahead. More
importantly, it reflects the urgency of
the job that we have to do.

‘What we must do and what this ad-
ministration must remember is that
we cannot engage this enemy without
a full commitment to defeating it. Our
priority must reflect this concern.

Sadly, Mr. Speaker, in my opinion,
the President’s proposal falls short in
this effort. The American people want
to go on the attack, and those of us
who are in Congress are ready to
march.

PROVIDING THE MEANS TO
FIGHT DRUGS

(Mr. DONALD E, “BUZ” LUKENS
asked and was given permission to ad-
dress the House for 1 minute and to
revise and extend his remarks.)

Mr. DONALD E, “BUZ” LUKENS.
Mr., Speaker, the war on drugs has
been declared and the strategy has
been outlined. We now have 6 months
to fine tune that basic policy. Al-
though Colombia grows much less
coca than it produces, it is the world’s
marketeer of cocaine. On the other
hand, in Peru and Bolivia, growing of
coca is one of the primary sources of
income and employment for the cam-
pesinos—peasants. However, in all
three countries, the local drug police,
not the military, have the primary re-
sponsibility to eradicate the drug traf-
ficking. These agencies need appropri-
ate equipment and the training to op-
erate and maintain that equipment.
Make no mistake, this is a land war
and each drug agency has different
needs to be addressed. Fighter planes
and air transports are fine as a show
of strength and commitment on the
part of the United States. That com-
mitment, I might add, is not being
questioned. However, drug police have
no need for this heavy armor at the
present time. To fight this land war,
the drug officials need more personal
guns, communication equipment,
jeeps, basic computer data systems,
local reconnaissance information, et
cetera. Most importantly, they need
the training on how to effectively op-
erate and maintain this basic equip-
ment. The more the drug police can
improve their own firepower and intel-
ligence gathering, the more effective
they will become. They need the
money and equipment we have given
them, but training is the most impor-
tant.

Our responsibility is to guarantee
that each country’s drug traffic fight-
ing agency is supplied with appropri-
ate and adequate means in the fight
against drugs.
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HOW TO CHANGE A PUSSYCAT
INTO A TIGER

(Mr. SMITH of Florida asked and
was given permission to address the
House for 1 minute and to revise and
extend his remarks.)

Mr. SMITH of Florida. Mr. Speaker,
let me direct my remarks to the Presi-
dent. Mr. President, we appreciate
your new strategy on drugs. You la-
bored for 6 months, you mightily la-
bored and brought forth a pussycat.
And that is OK, because the pussycat
wants to fight drugs.

The problem is, how is this pussycat
going to do in a real world full of
tigers? The reality is that it is not
going to do so well unless we make this
pussycat a little bit stronger and a
little bit tougher, because right now it
does not have enough of the qualities
necessary to engage in a real battle
against those tigers and to win that
battle. And we can do it, but we have
to be willing to admit the truth.

We have to spend more, and we do
not have to raise taxes to spend more.
Most Democrats and most Republi-
cans believe that. We have to come to
grips with reality and understand that
we have countries around this world
that are not producing or not growing,
but still are helping the drug traffick-

We need to hear about Mexico, what
you are going to do about Western
Europe and the cocaine problem, why
you are pulling $40 million out of juve-
nile justice programs, and why you are
pulling $300 million out of targeted
refugee aid to help with financing.

And, Mr. President, yours is really
not a $7.8 billion program,; it is only a
$1.7 billion program, because this body
has already agreed, by authorizing and
appropriating $6.06 billion of that
money for next year without your
plan. We needed more from you than
just the $1.7 billion with the set-offs.

We are going to produce that. We
hope that you will decide to feed your
pussycat and make your pussycat into
the tiger that is needed to win the war
on drugs.

BETTER EXPLANATIONS
SOUGHT IN US.S. “IOWA”
TRAGEDY

(Mr. SCHULZE asked and was given
permission to address the House for 1
minute and to revise and extend his
remarks.)

Mr. SCHULZE. Mr. Speaker, the
Navy still has some explaining to do
regarding the deaths of 47 sailors on
the U.S.S. Iowa. Frankly, their ac-
count of what happened when the gun
turret exploded just does not ring
true. The families of the sailors who
lost their lives must still be wondering
whom to believe and what really hap-
pened, as are most Americans.

If the Navy’s account is correct, then
what assurances are they giving that
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this will not happen again? What obli-
gation do they have to the families of
the deceased? Why have they not been
able to come up with a better case ex-
plaining this tragedy? What kind of
screening procedures exist to weed out
potentially unstable individuals?

Mr. Speaker, first the Navy accused
an apparently innocent sailor of being
homosexual and implicated him in the
disaster. Then, the Navy switched
gears calling it accident. Finally, they
directed the blame at a dead man.
Forty seven sailors are dead in a naval
disaster and we have no answers.
America deserves better.

0 1030
TAXPAYER-PAID BIRDCAGE
LINERS?

(Mrs. MARTIN of Illinois asked and
was given permission to address the
House for 1 minute and to revise and
extend her remarks.)

Mrs. MARTIN of Illinois. Mr. Speak-
er, the congressional newsletter con-
troversy continues.

The other body, without regard for
partisan politics, has passed a legisla-
tive appropriations bill that prohibits
Members of Congress from sending
any unsolicited franked mass mailings
after October 1. This would restrict
use of the frank by permitting its use
only in response to constituent re-
quests.

Does the American public want to
continue to see our smiling faces and
artfully written, thinly disguised cam-
paign materials sent to their homes up
to 6 times each year at taxpayer ex-
pense? I doubt it.

Does the American public even read
these colorful, four-page mass mailed
newsletters? I doubt it.

Have newsletters touting our latest
legislative accomplishments and how
we have played a part in every meas-
ure to come down the pike become ex-
pensive, taxpayer paid birdcage liners?
Without a doubt!

If the House accepts the other
body’s measure, our constituents will
still remain informed. Reporters will
still interview us. Our news will be cov-
ered. The pen, the camera and the
microphone will continue to record
our every move. All our constituents
have to do is turn that dial or lift that
page to see our latest pronouncement
about the legislative well-being of our
Nation.

I urge my fellow Members to agree
to the other body’s ban on the use of
the frank for mass mailings. The only
ones to miss our newsletters will be
the caged canaries.

NATIONAL DRUG CONTROL
STRATEGY

(Mr. RICHARDSON asked and was
given permission to address the House
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for 1 minute and to revise and extend
his remarks.)

Mr. RICHARDSON. Mr. Speaker,
the President’s national drug control
strategy has been out on the street
just over a week now. While we in the
Congress have had a chance to formu-
late our own views on the plan—let us
not overlook our constituents’ views.

I had a chance recently to speak
with someone back home who is on
the front lines of the war on drugs—a
prosecuting attorney from a Republi-
can county. This conservative DA says
he welcomes the President’s drug plan,
as we all do, but he said flatly, we need
more resources.

And that’s the bottom line—lack of
money.

If we want our cops to catch the
drug pushers and users, we need more
police and that costs money. If we
want prosecutors to successfully con-
vict these criminals, our DA’s need ad-
ditional help—manpower, and that
costs money. If we want more judges
to sentence the criminals, that costs
money. And if we want more prison
cells to put these criminals away for a
long time, that too is going to cost a
lot more money than what President
Bush is proposing.

I'm afraid the same can be said
about the resources committed by the
President for drug prevention, treat-
ment, and education programs. They
are all underfunded and inadequate.

The President says he is committed
to fighting this war—that’s all well
and good. But unfortunately, the
President’s national drug control strat-
egy clearly shows he’s not willing to
adequately arm his troops.

ARMING THE WAR ON DRUGS

(Mr. NAGLE asked and was given
permission to address the House for 1
minute and to revise and extend his
remarks.)

Mr. NAGLE. Mr. Speaker, when
American troops hit the beaches on D-
day to fight the scourge of nazism,
they were armed with more than a
schedule full of photo opportunities
and a vestful of speeches.

They were armed with the weapons
and resources to get the job done.

Those who will fight America’s war
on drugs deserve no less.

Unfortunately, the President’s drug
plan falls far short of that standard.

We need a real war on drugs, not a
phony war.

We need an all-effort, not a half-way
effort.

The war on drugs will be fought
against some of the most treacherous,
violent, and vicious criminals and
thugs in the world. This is no time for
timidity.

The President’s Press Secretary—I
see in today’s paper—suggests that we
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in Congress who want to strengthen
this effort are merely carping.

May I suggest to the President that
it is not carping to point out that, as
the plan now stands: 75 percent of the
pregnant women who are addicted to
drugs in this country won’t be able to
get the treatment they need; 75 per-
cent of the children under age 16
won’t be able to get the treatment
they need; education programs will
fail to reach millions of school kids;
thousands of ships and planes carrying
illicit drug cargoes will continue to
cross U.S. borders because DOD inter-
diction efforts remain frozen at cur-
rent levels; and the Nation’s criminal
justice system will continue to be
short of prosecutors, judges, and jails.

May I suggest to the President that
this is an effort which requires the
effort of all of us—not just the Repub-
licans and not just the White House
public relations staff.

This is a battle which must be
fought and won. What the Nation
needs now are the tools to get the job
done, not another speech, another
photo opportunity, and another round
of press releases.

COMMODITY FUTURES
IMPROVEMENTS ACT OF 1989

Mr. BONIOR. Mr. Speaker, by direc-
tion of the Committee on Rules, I call
up House Resolution 235 and ask for
its immediate consideration.

The Clerk read the resolution, as fol-
lows:

H. REs. 235

Resolved, That at any time after the adop-
tion of this resolution the Speaker may,
pursuant to clause 1(b) of rule XXIII, de-
clare the House resolved into the Commit-
tee of the Whole House on the State of the
Union for consideration of the bill (H.R.
2869) to amend the Commodity Exchange
Act to improve the regulation of futures and
options traded under rules and regulations
of the Commodity Futures Trading Com-
mission, establish registration standards for
all exchange floor traders, restrict practices
which may lead to the abuse of outside cus-
tomers of the marketplace, reinforce devel-
opment of exchange audit trails to better
enable the detection and prevention of such
practices, establish higher standards for
service on governing boards and disciplinary
committees of self-regulatory organizations,
enhance the international regulation of fu-
tures trading, regularize the process of au-
thorizing appropriations for the Commodity
Futures Trading Commission, and for other
purposes. The first reading of the bill shall
be dispensed with. After general debate,
which shall be confined to the bill and shall
not exceed one hour equally divided and
controlled by the chairman and ranking mi-
nority member of the Committee on Agri-
culture, the bill shall be considered for
amendment under the five-minute rule. It
shall be in order to consider the amendment
in the nature of a substitute recommended
by the Committee on Agriculture now print-
ed in the bill as an original bill for the pur-
pose of amendment under the five-minute
rule. Such substitute shall be considered as
read. All points of order against such substi-
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tute for failure to comply with clause 5(a) of
rule XXI are waived. It shall be in order to
consider the amendment printed in the
report of the Committee on Rules accompa-
nying this resolution, if offered by Repre-
sentative de la Garza or his designee. All
points of order against such amendment for
failure to comply with clause 7 of rule XVI
are waived. At the conclusion of consider-
ation of the bill for amendment, the Com-
mittee shall rise and report the bill to the
House with such amendments as may have
been adopted. Any Member may demand a
separate vote in the House on any amend-
ment adopted in the Committee of the
Whole to the bill or to the committee
amendment in the nature of a substitute
made in order as original test. The previous
question shall be considered as ordered on
the bill and amendments thereto to final
passage without intervening motion except
one motion to recommit with or without in-
structions.

The SPEAKER pro tempore (Mr.
GEJDENSON). The gentleman from
Michigan [Mr. BonIor] is recognized
for 1 hour.

Mr. BONIOR. Mr. Speaker, for pur-
poses of debate only, I yield the cus-
tomary 30 minutes to the gentleman
from Tennessee [Mr. QUILLEN], and
pending that I yield myself such time
as I may consume.

Mr. Speaker, House Resolution 235
is an open rule providing for the con-
sideration of H.R. 2869, a bill which
would improve the regulation of the
futures market.

The rule provides for 1 hour of gen-
eral debate to be equally divided and
controlled by the chairman and rank-
ing minority member of the Commit-
tee on Agriculture. The bill shall be
considered under the 5-minute rule.

The rule further makes in order the
Agriculture Committee amendment in
the nature of a substitute now printed
in the bill as original text to be consid-
ered as having been read. Clause 5(a)
of rule XXI, prohibiting appropria-
tions in a legislative bill, is waived
against the substitute.

The rule makes in order an amend-
ment by Chairman pE LA Garza or his
designee. Clause 7 of rule XVI, prohib-
iting nongermane amendments, is
waived against the amendment.

Any Member may demand a sepa-
rate vote in the House on any amend-
ment adopted in the Committee of the
Whole to the bill or to the committee
amendment in the nature of a substi-
tute made in order as original text.

Finally, the rule provides for one
motion to recommit with or without
instructions.

Mr. Speaker, early this year, a Fed-
eral investigation began turning up in-
stances of fraud in the futures indus-
try. The Commodity Futures Improve-
ments Act is a response to these re-
ported abuses.

H.R. 2869 amends the Commodity
Exchange Act in several fundamental
ways. It would improve the regulation
of the futures and options traded
under rules and regulations of the
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gommodit.y Futures Trading Commis-
on.

Registration standards for all ex-
change floor traders would be estab-
lished. Practices which may lead to
the abuse of outside customers of the
marketplace would be restricted. And
exchange audit trails to detect and
prevent such practices would be rein-
forced.

H.R. 2869 would establish higher
standards for service on governing
boards and disciplinary committees of
self-regulatory organizations, enhance
the international regulation of futures
trading, and regularize the process of
authorizing appropriations for the
(;;ommodity Futures Trading Commis-
sion.

It is essential that our Nation’s
farmers, small investors, and business-
es have complete confidence in the
regulation of our markets. H.R. 2869
will help provide that confidence.

Mr. Speaker, to my knowledge there
is no controversy over this rule. It is
an open rule. The amendment to be
offered by Chairman pE LA GaRzA
would merely correct an inadvertent
error made during consideration of the
savings and loan conference report.

House Resolution 235 is an eminent-
ly fair rule providing for open and full
discussion of a bill important to our
Nation’s financial security. I urge the
adoption of House Resolution 235 so
we may proceed to consideration of
this legislation.
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Mr. QUILLEN. Mr. Speaker, I yield
myself such time as I may consume.

Mr. Speaker, I would like to com-
mend the Agriculture Committee
chairman, the gentleman from Texas
[Mr. pE LA Gagrzal, and the ranking
Republican, the gentleman from Illi-
nois [Mr. Map1can], for their work on
this bill. Their committee was faced
with a difficult problem, and they
have produced a fair and workable so-
lution.

Evidence of the problem surfaced in
January of this year when the U.S. at-
torney in Chicago announced that a
grand jury would begin to consider evi-
dence of fraud developed in a 2 year
undercover operation by the FBI at
two commodity exchanges. Since that
time a substantial number of futures
traders have been indicted. Just this
week it was reported in the Wall
Street Journal that:

The Commodity Futures Trading Commis-
sion, in a major enforcement action, accused
two options brokerage firms of using fraud-
ulent, high pressure sales tactics to bilk cus-
tomers out of hundreds of millions of dol-
lars.

Mr. Speaker, Congress should act to
make certain that Americans trading
in the commodity futures market are
not cheated.

This bill is a major step in that di-
rection. Among other things, it in-
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cludes a requirement that each con-
tract market maintain an audit trail
sufficient to rapidly reconstruct an ac-
curate record of transactions.

The bill provides a 3-day cooling off
period for new customers solicited by
telephone,

It increases penalties for violations.

Mr. Speaker, the administration sup-
ports House passage of this bill. But
will seek various amendments in the
Senate to ensure that the efficiency
and competitiveness of U.S. futures
markets are preserved.

The provisions of this rule have been
fully explained. I will only note that
the rule protects a nongermane
amendment to be offered by the gen-
tleman from Texas [Mr. DE LA GARZA]
As the gentleman from Texas ex-
plained to the Rules Committee, this
language was included in the savings
and loan bill as it passed the House,
but was inadvertently dropped in con-
ference. The amendment would give
the Farm Credit Administration the
same flexibility in setting salaries that
a number of other agencies already
have. As Chairman pE LA GARZA ex-
plained to the Rules Committee, he
cleared this with the only other com-
mittees affected, the Banking Commit-
tee and the Post Office and Civil Serv-
ice Committee.

Mr. Speaker, since this is an open
rule, the House will have an opportu-
nity to make any further changes it
deems necessary. I will support this
rule so that the House can get down to
business and move this important leg-
islation. Congress should act to ensure
honest commodity futures market for
Americans.

Mr. QUILLEN. Mr. Speaker, I yield
back the balance of my time.

Mr. BONIOR. Mr. Speaker, I yield
back the balance of my time, and I
move the previous question on the res-
olution.

The previous question was ordered.

The resolution was agreed to.

A motion to reconsider was laid on
the table.

The SPEAKER pro tempore. Pursu-
ant to House Resolution 235 and rule
XXIII, the Chair declares the House
in the Committee of the Whole House
on the State of the Union for the con-
sideration of the bill, H.R. 2869.

The Chair designates the gentleman
from Florida [Mr. SmMITH] as chairman
of the Committee of the Whole and
requests the gentleman from Iowa
[Mr. SmiTH] to assume the chair tem-

porarily.
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IN THE COMMITTEE OF THE WHOLE

Accordingly the House resolved
itself into the Committee of the
Whole House on the State of the
Union for the consideration of the bill
(H.R. 2869) to amend the Commodity
Exchange Act to improve the regula-
tion of futures and options traded
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under rules and regulations of the
Commodity Futures Trading Commis-
sion, established registration stand-
ards for all exchange floor traders, re-
strict practices which may lead to the
abuse of outside customers of the mar-
ketplace, reinforce development of ex-
change audit trails to better enable
the detection and prevention of such
practices, establish higher standards
for service on governing boards and
disciplinary committees of self-regula-
tory organizations, enhance the inter-
national regulation of futures trading,
regularize the process of authorizing
appropriations for the Commodity Fu-
tures Trading Commission, and for
other purposes, with Mr. SMmIiTH of
Iowa (Chairman pro tempore) in the
chair.

The Clerk read the title of the bill.

The CHAIRMAN pro tempore. Pur-
suant to the rule, the bill is considered
as having been read the first time.

Under the rule, the gentleman from
Texas [Mr. pE LA GaARza] will be recog-
nized for 30 minutes, and the gentle-
man from Missouri [Mr, CoLEMAN] will
be recognized for 30 minutes.

The Chair recognizes the gentleman
from Texas [Mr. DE LA GARzZA].

Mr. pE 1A GARZA. Mr. Chairman, I
yield myself such time as I may con-
sume.

Mr. Chairman, I am highly pleased
to present to the House for its consid-
eration H.R. 2869, the Commodity Fu-
tures Improvements Act of 1989, legis-
lation designed to reform the regula-
tion of the Nation’s futures markets
and to insure the integrity of its mar-
kets.

Let me say that the chairman of the
subcommittee, the gentleman from
Oklahoma [Mr. EncrLisH], the distin-
guished ranking minority member, the
gentleman from Missouri [Mr. CoLE-
MAN] and all the members of the sub-
committee and the staff have done
perhaps what I think is one of the
most indepth investigations and over-
sight on any item of legislation which
our committee has handled, at least
since I have been chairman.

Let me say that no stone was left un-
turned, that diligent research, investi-
gation, meetings in the field and in
Washington were held with expert
advice from the industry, from the
Commission, from the GAO and every-
one who would lend a hand.
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We come to the Members, as always
not with the perfect piece of legisla-
tion, but assuring the Members that
this is the consensus arrived at after
the most exhaustive assessment of the
situation.

Let me add that this was the normal
timeframe for us to do this legislation.
What happened in Chicago, we had to
look at some of the areas, and we ad-
dressed that issue. But that was not
what triggered the reauthorization of
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the CFTC, the Commodities Futures
Trade Commission, rather, the time-
frame stipulated that we reathorize
this year.

Mr. Chairman, I commend the dis-
tinguished gentleman from Oklahoma
[Mr. EncLIsH], the ranking member,
the gentleman from Missouri [Mr.
CorLEMAN], and all the other members
of the subcommittee.

We proudly bring to the Members
this piece of legislation. Let me just
quote one item that appeared in the
Washington Post of September 5,
1989. I quote:

The bill provides the most sweeping
changes in futures regulation since the
Commodities Futures Trading Commission
was created.

This is where we start from this
morning, and I would hope that our
colleagues would support the work of
the subcommittee and of the commit-
tee.
There will be several amendments.
This is an open rule. We come to the
floor allowing every Member to ex-
press their views or offer amendments
as they see fit. We think we have han-
dled every circumstance to the limit
that we could arrive at consensus.
Some of the amendments that will be
presented this morning can be accept-
ed, I assume, and some we might not
be able to accept.

All of the people, all of the Members
who have concerns, we can have a
dialog. We can assure them that their
interest, their expertise and their sug-
gestions can and will be incorporated
into our actions regardless of whether
they offer amendments or not or
whether their amendments are accept-
ed or not.

I would hope that we can deliberate
on this issue during the time of
debate, go into the amendment proce-
dure and finish this day with what I
think would be a tribute to this House
and to this membership for the way
that they have supported us and our
committee.

I assure the Members that our com-
mittee brings to them our intention
that the Members work with us con-
tinually into the future in the areas
that we might yet need to address, for
the subcommittee and its chairman
will continue aggressive oversight of
this issue and hopefully we will be
able to get together with our col-
leagues in the Senate and come up
with a final version of the bill as soon
as possible.

Mr. Chairman, earlier this year I
asked subcommittee Chairman GLENN
EncLISH to carefully review the oper-
ations of the Nation’s commodity ex-
changes and to recommend to the
Committee on Agriculture legislation
to enhance the regulation of these
markets and to ensure the protection
of the users of the markets. H.R. 2869
is the result of many long hours of
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work by Chairman EncLIsH, the sub-
committee ranking minority member
Tom CoLEMAN, and all of the members
of the Committee on Agriculture.

H.R. 2869 represents a watershed in
the development of the regulation of
the Nation’s commodity futures mar-
kets. The bill was unanimously report-
ed to the Committee on Agriculture by
the Subcommittee on Conservation,
Credit, and Rural Development, and
was ordered to be favorably reported
to the House by a voice vote.

Rather than take the House's time
reciting the bill’s provisions in detail, I
will simply emphasize a few highlights
of the legislation.

DUAL TRADING

The bill will prohibit the practice of
dual trading in any futures contract
market with an average daily trading
volume of at least 7,000 contracts. The
Commodity Futures Trading Commis-
sion would be required to exempt a
contract market from this prohibition
if the contract market can demon-
strate that its surveillance systems are
fully verifiable and can detect trading
violations attributable to dual trading.
This provision is designed to encour-
age the commodity futures exchanges
to develop surveillance systems that
are accurate as humanly possible. Nev-
ertheless, the Commission will retain
the authority of further restrict or
completely prohibit dual trading.

AUDIT TRAIL

The bill will require each contract
market to maintain an audit trail in-
cluding the information necessary to
rapidly reconstruct an accurate record
of the transactions executed on the
contract market. The time of execu-
tion of such transactions must be veri-
fiable and must be stated in 1-minute
increments beginning not later than 1
year, and 30-second increments begin-
ning not later than 3 years, after en-
actment of the bill.

A board of trade’s audit trail for all
of the contract markets designated for
that board of trade must comply with
the l-minute and 30-second recording
requirements before the Commission
can designate the board of trade as a
contract market for any new con-
tracts. Once again, this provision is de-
signed to urge commodity futures ex-
changes to comply with the audit trail
requirements in order to be eligible to
bring new futures contracts to market.

TELEMARKETING FRAUD

H.R. 2869 will require each regis-
tered futures association to specify su-
pervisory procedures regarding tele-
phone solicitations that it will impose
on certain member companies. Such
procedures must include a 3-day cool-
ing-off period during which a member
who solicited a new customer by tele-
phone to open a futures or options ac-
count may not trade such account on
behalf of the customer.
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INSIDER TRADING

The bill will make it a felony for ex-
change employees or certain other
persons to use or disclose certain ma-
terial, nonpublic information. A viola-
tion of this prohibition will be punish-
able by a fine of up to $500,000, plus
any profits realized from such use or
disclosure, and imprisonment for up to
5 years.

CONTRACT MARKET EMERGENCY ACTIONS

H.R. 2869 will require each contract
market to make every effort practica-
ble to give the Commission prior noti-
fication of any emergency action pro-
posed by the contract market. The bill
will also require the Commission to
notify the contract market and the
House and Senate Agriculture Com-
mittees of its approval or disapproval
of the emergency action within 10
days, or as soon as practicable, after
the Commission receives such notifica-
tion. This provision came about, in
part, in light of the recent emergency
action by the Chicago Board of Trade
to require traders in the soybean fu-
tures market to liquidate certain fu-
tures market positions. This amend-
ment is designed to ensure that the
Commission and the contract market
work together closely during such a
market emergency.

COMMISSION REGULATORY ENHANCEMENTS

The Commodity Futures Trading
Commission submitted a number of
recommendations for amendments to
the Commodity Exchange Act to the
Committee, including amendments to
provide for cooperation between the
Commission and foreign futures au-
thorities, the registration of floor trad-
ers by the Commission, increased
flexibility in the imposition of civil
money penalties, and nationwide serv-
ice of process and venue in private
rights of action brought under the act.
All of these amendments are included
in H.R. 2869 as reported by the com-
mittee.

Mr. Speaker, it is no secret that the
Nation's commodities exchanges are
facing tough times. The indictment by
the Justice Department of 46 commod-
ities traders in Chicago last month has
tarnished the industry’s reputation
and called its integrity into question.
However, we should remember that
the overwhelming majority of futures
traders are honest, hardworking
people, that provide a vital service to
the Nation's financial markets.

H.R. 2869 is a comprehensive bill
that will send a clear signal to the fu-
tures markets that we are serious
about providing for the effective regu-
lation of these important financial
markets, ensuring the integrity of
these markets, and protecting the
public interest.

I would once again extend my con-
gratulations to Chairman ENcLISH and
ranking minority member Tom CoLE-
MAN for their fine work on H.R. 2869,
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and urge my colleagues to support this
legislation.
BRIEF EXPLANATION

H.R. 2869 will amend the Commodi-
ty Exchange Act [Act] to prohibit dual
trading by a floor broker in any con-
tract market in which the Commodity
Futures Trading Commission [CFTC]
has determined the average daily trad-
ing volume to be equal to or greater
than a threshold trading level. The
bill will establish the threshold trad-
ing level at 7,000 contracts, but the
CFTC may increase or decrease the
threshold trading level if a change is
warranted, considering the effects of
the prohibition against dual trading
on price volatility, bid-ask spreads, or
the public interest.

The CFTC must exempt a contract
market from the dual trading prohibi-
tion if the contract market can demon-
strate that its surveillance systems
and procedures, including its audit
trail: First, can detect those instances
of trading violations attributable to
dual trading; and second, is fully veri-
fiable.

The CFTC will retain the authority
to further restrict or completely pro-
hibit dual trading,

The bill will also limit trading
among members of broker associa-
tions.

The bill will require each contract
market to maintain an audit trail in-
cluding such information as the CFTC
determines necessary to rapidly recon-
struct an accurate record of the trans-
actions executed on such contract
market. The time of execution of con-
tract market transactions must be ver-
ifiable and must;

First, be stated in 1-minute incre-
ments beginning not later then 1 year
after enactment of the bill; and

Second, be stated in 30-second incre-
ments beginning not later than 3 years
after enactment of the bill.

A board of trade’s audit trail for all
of the contract markets designated for
that board of trade must comply with
the 1 minute and 30 seconds recording
requirements before the CFTC ecan
designate the board of trade as a con-
tract market for any new contracts.

H.R. 2869 will require each regis-
tered futures association to specify the
factors it will consider in determining
whether to require a member to adopt
special supervisory procedures regard-
ing telephone solicitations. Such pro-
cedures must include a 3-day cooling
off period during which a member who
solicited a new customer by telephone
to open a futures or options account
may not trade such account on behalf
of the customer,

The bill will require the CFTC to
continue to request the assistance of
and cooperate with the appropriate
Federal agencies in conducting investi-
gations, including undercover oper-



20332

ations, under the Commodity E=x-
change Act.

The bill will require a system of con-
tract market disciplinary committees
and a schedule of major violations of
the rules of contract markets or regis-
tered associations. The bill will prohib-
it any person found to have committed
a major violation of such contract
market rules from service on the gov-
erning board or a disciplinary commit-
tee of any contract market or regis-
tered futures association. The bill will
also require that outside members
comprise at least 20 percent of the
governing boards of contract markets
and registered futures associations.

The bill will require the registration
of floor traders, enhance the CFTC’s
and contract markets’ authority to dis-
qualify registrants, and provide for the
suspension of registration and trading
privileges for the nonpayment of civil
money penalties. The bill will also re-
quire that registrants attend periodic
ethics training sessions.

The bill will provide for nationwide
service of process and venue for par-
ties bringing a private right of action
under the act.

The bill will require each contract
market to monitor closely the trading
activities of any person granted a
hedging exemption to ensure that
such person does not obtain a position
in excess of such exemption.

The bill will increase the penalties

for certain felony violations of the act
from $500,000 to $1 million for corpo-
rations and similar legal entities, and
from $100,000 to $500,000 for individ-
uals.
H.R. 2869 will require each contract
market to make every effort practica-
ble to give the CFTC prior notification
of any emergency action proposed by
the contract market and require the
CFTC to notify the contract market
and the House and Senate Agriculture
Committees of its approval or disap-
proval of the emergency action within
10 days, or as soon as practicable, after
the CFTC receives such notification.

The bill will make it a felony for ex-
change employees or certain other
persons to use or disclose certain ma-
terial, nonpublic information. A viola-
tion of this prohibition will be punish-
able by a fine of up to $500,000, plus
any profits realized from such use or
disclosure, and imprisonment for up to
b years.

H.R. 2869 will require the General
Accounting Office to study the deliv-
ery points for futures contracts for ag-
ricultural commodities. The bill will
also require the CFTC to conduct a
study of the competitiveness of U.S.
futures exchanges compared to those
in foreign countries.

The bill will authorize the CFTC to
cooperate with, offer investigative as-
sistance to, accept information from,
and disclose certain information to,
foreign futures authorities.

CONGRESSIONAL RECORD—HOUSE

The bill will authorize appropria-
tions for the CFTC in the amount of
$40 million for fiscal year 1990 and
$44.5 million for fiscal year 1991.

CommoDITY FUTURES TRADING
COMMISSION,
Washington, DC, September 12, 1989.

Hon. E (KIKA) DE LA GARZA,

Chairman, Committee on Agriculture,
House of Representatives, Washington,
DC.

DEAR MR. CHAIRMAN: As you will recall, on
January 23 and July 17, 1989, we submitted
for consideration by the House Agriculture
Committee our recommendations for
amendments to the Commodity Exchange
Act. As explained in those submissisons,
these amendments would enhance the en-
forcement of the Act by providing for coop-
eration with foreign futures law enforce-
ment authorities, nationwide service of
process and venue in private rights of
action, flexibility in imposing civil monetary
penalties and registration of floor traders. I
am pleased that H.R. 2869 as reported by
:}llse Committee includes all of these propos-

Title III of the bill would permit the Com-
mission to assist foreign futures authorities.
The bill’s definition of foreign futures au-
thority includes a broad range of authori-
ties, including independent governmental
regulatory agencies, executive agencies,
local governmental authorities, self-regula-
tory organizations and criminal authorities
that administer or enforce rules or regula-
tions as they relate to futures and options
matters.

In particular, the bill would permit the
Commission to conduct investigations upon
the request of a foreign futures authority
without regard to whether the facts stated
in the request constitute a violation of U.S.
law. To facilitate the development of a
working relationship with authorities that
have the broadest legal mandate to oversee
futures and options matters, it is expected
that the Commission will act upon such in-
vestigative requests from a single authority
or only a few authorities in each country,
instead of from a wide range of self-regula-
tory organizations with varying responsibil-
ities. In providing assistance, the Commis-
sion would be required to consider the
public interest and the agreement of the
foreign futures authority to provide recipro-
cal assistance to the Commission. The Com-
mission believes that investigative assist-
ance from foreign authorities would be a
powerful tool in effectively enforcing the
Commeodity Exchange Act in investigations
that require the gathering of information
from foreign sources. The Commission ex-
pects the availability of its assistance to for-
eign futures authorities to act as a strong
inducement to these authorities to obtain
similar authority to assist the Commission.
As you are aware, the proposed investigative
authority closely parallels the authority ob-
tained by the Securities and Exchange Com-
mission last year in section 6 of the Insider
Trading and Securities Fraud Enforcement
Act of 1988.

In addition, Title III's amendment to sec-
tion 8(a) of the Act provides protection
from compelled disclosure of information
identified in good faith to the Commission
by a foreign futures authority as protected
from such disclosure under foreign law.
However, section 8(a) does not preclude the
disclosure of such information in the pro-
ceedings referenced therein. This protection
from compelled disclosure is necessary to
achieve the full measure of effective coop-
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eration with foreign futures authorities in
enforcement matters, and is consistent with
other provisions of section 8 of the Act
which already protect certain categories of
information from public disclosure, in
accordance with subsection (b)X3XB) of sec-
tion 552 of title 5, United States Code.

Section 209 of H.R. 2869 would amend the
Act to authorize nationwide service of proc-
ess in private actions brought under section
22 of the Act, the provision which permits
customers to seek damages for violations of
the Act. The amendment would empower
U.8, district courts sitting anywhere in the
United States to whether the plaintiff can
establish that the defendant had minimum
contacts with the state in which the U.S.
district court is located. The proposal also
includes special venue provisions for section
22 actions to grant plaintiffs greater choice
in their selection of the particular forum in
which to bring their action.

The amendment is promoted by a 1987 Su-
preme Court decision which ruled that au-
thorization for nationwide service of process
in private actions was not inplicit in the
Commodity Exchange Act. As a result, with-
out this amendment plaintiffs may be pre-
cluded from suing non-U.S. defendants any-
where in this country. And as against U.S.
defendants, private plaintiffs will be subject
to the burden and expense of providing that
the defendant is amenable to service under
a state “long-arm statute,” and, failing this,
they may be relegated to suing in an incon-
venient forum. This amendment would
place commodity futures customers on the
same footing as securities customers, in cir-
cumstances where there arises a need for
resort to federal litigation, because the fed-
eral securities laws expressly provide for na-
tionwide service of process.

Section 207 of H.R. 2869 would amend the
Act to (1) eliminate the requirement that
CFTC consider a wrongdoer’s financial cir-
cumstances in assessing a civil penalty and
(2) provide that if the wrongdoer does not
pay the penalty when due, his existing reg-
istration with the CFPTC would automatical-
ly be suspended and the wrongdoer would
automatically be prohibited from trading on
all exchanges. This provision will facilitate
and provide more flexibility to the Commis-
sion’s administrative law enforcement proc-
ess in selecting appropriate sanctions and
will provide additional statutory incentives
to wrongdoers to pay penalties promptly.
Congress has already provided such incen-
tives in connection with unpaid reparations
judgments.

Under existing section 6(d) of the Act, the
Commission must not only consider the
gravity of the violation in imposing a mone-
tary penalty, but also evidence relating to
the penalty’'s effect on the wrongdoer's net
worth or ability to continue in business. Be-
cause this type of evidence is generally con-
trolled by respondents, the Commission has
required them to come forward with a show-
ing that a proposed penalty is excessive in
light of their net worth or ability to contin-
ue in business. Respondents that did not
wish to produce such evidence have been
permitted to waive the financial inquiry
mandated by the Act. The Commission has
viewed its waiver approach as consistent
with Congress’ intention that respondents
have protection from excessive civil penal-
ties. However, disputes over the proper ap-
plication of section 6(d) have generated con-
siderable litigation, including several ap-
peals to the Courts of Appeals. This litiga-
tion itself has been an additional burden on
the Commission’s enforcement program.
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Some courts have interpreted the law less
flexibly than the Commission and have re-
quired development of an evidentiary record
on net worth or ability to pay whenever the
Commission imposes a civil monetary penal-
ty in an adjudicatory proceeding. This is
particularly difficult when the respondent,
who possesses the information, fails or re-
fuses to provide the evidence for the record.

Another troubling aspect of the net worth
inquiry has come to light where a respond-
ent claims insolvency. Specifically, a United
States bankruptcy court has blocked the
Commission’s prosecution of an administra-
tive case, in part because the court was per-
suaded that the Commission’'s obligation to
consider net worth would interfere with the
respondents’ personal bankruptcy reorgani-
zations. The Commission has appealed that
decision.

Thus, the Commission believes that the
statutory requirement to consider financial
circumstances has been misconstrued to
become an inhibition to effective enforce-
ment of the Act and shoud be deleted as
provided by section 207 of the bill. This de-
letion would not limit the Commission’s dis-
cretion to consider factors relevant to the
remedial purposes of existing section 6(d).
These factors may include: (1) the harm to
other persons resulting from the violation;
(2) monetary or other benefit to the wrong-
doer; (3) whether there has been any resti-
tution made to persons injured; (4) prior
sanctions imposed by the CFTC or other au-
thorities; (5) factors tending to show mitiga-
tion or rehabilitation; and (6) the need to
deter the wrongdoer and others from com-
mitting these violations.

Registration of floor traders as provided
by section 205 of H.R. 2869 would also assist
law enforcement. Historically, floor traders
have not been required to register under the
Act because they do not handle customer
trades or money and because exchange rules
have established criteria governing their
access to the floor. However, if floor traders
collude with brokers in violation of the Act
or of Commission regulations, they should
be subject to the same regulatory sanctions.
By requiring floor trader to register, the bill
would subject them to statutory disqualifi-
cation and fitness requirements like other
registrants.

Thank you very much for your consider-
ation and assistance during this year’s reau-
thorization process.

Sincerely,
WEeNDY L. GRAMM,
Chairman.

Mr. Chairman, I yield such time as
he may consume to the distinguished
chairman of the subcommittee, the
gentleman from Oklahoma [Mr. ENG-
LISH].

Mr. ENGLISH. Mr. Chairman, earli-
er this year we were all stunned by the
report that the FBI had for the past 2
years conducted undercover oper-
ations on the floors of two of the
major exchanges in this country. At
that time the Committee on Agricul-
ture was organizing, and the chairman
of the Committee on Agriculture
urged that I and the ranking minority
member as well as the members of the
subcommittee conduct an inquiry into
adequacy of the regulatory system for
the futures industry.

The gentleman from Missouri [Mr.
CorEmaN] and I launched an inquiry,
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not into who was guilty of wrongdoing,
but to examine the overall system
itself, To determine what is working,
what is not working, and what is
needed to be addressed with regard to
any legislation pertaining to the reau-
thorization of the Commodities Fu-
tures Trading Commission. This in-
quiry took place over some 6 months
and was conducted not only by the
staff of the subcommittee but included
representatives of the General Ac-
counting Office as well as investigators
who were borrowed from other Mem-
bers of Congress as well as other Gov-
ernment agencies. They did an out-
standing job in discovering the short-
comings of the system. The ground-
work that was laid by those people
produced the basic framework for this
legislation.

In July the gentleman from Missouri
[Mr. CorLEmaN] and I jointly intro-
duced the legislation that we have
before us today and every member of
the subcommittee as well as the entire
Committee on Agriculture made con-
tributions to this effort. I appreciate
the study and the attention that the
Members have put forth.

I think it should also be pointed out,
Mr. Chairman, that last Friday the
General Accounting Office announced
the results of its study which had been
requested by the other body, and that
report uncovered nothing that had not
been revealed by our own inquiry.
Therefore, anything covered by the
GAO report to the other body has
been considered for this legislation.

I think it also is important to point
out that this legislation passed the
House Committee on Agriculture on
the very day that the U.S. attorney in
Chicago brought forth some 46 indict-
ments of individuals charged with
wrongdoing. I think that it also should
be known that those who are most fa-
miliar with that particular investiga-
tion have reviewed this legislation, and
it is my understanding that there is
nothing that was uncovered by the
FBI investigation that has not been
dealt with in this legislation, at least
to the extent that it is possible
through new law.

I think what we have before us is a
very good bill, a very solid bill, and I
might say, Mr. Chairman, perhaps the
news media have best underscored
what this legislation is all about when
they describe it as the toughest, most
sweeping legislation to affect the fu-
tures industry since the creation of
the Commodities Futures Trading
Commission some 15 years ago.

We are very proud of this legislation.
We feel that it certainly will do much
to address any shortcomings. It will
toughen up the Commodities Futures
Trading Commission. It will provide
authorization for much-needed addi-
tional resources, particularly in the
area of carrying out investigations. It
provides the authority for the CFTC
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to conduct the kind of undercover op-
erations on a regular basis that the
FBI conducted over the past 2 years.
It sets up some very rigid require-
ments with regard to the standards
that we will accept as far as being able
to detect wrongdoing by the system.

It certainly puts the exchanges on
notice, that if in fact, they intend to
expand their business, adopt new con-
tracts, have new contracts approved,
they are going to have to meet some
very rigid requirements.

I think that there is mo question
that the entire futures regulatory
system has ©been tremendously
strengthened by this legislation.

Mr. SMITH of Iowa. Mr. Chairman,
will the gentleman yield?

Mr. ENGLISH. I am happy to yield
to the gentleman from Iowa.

Mr. SMITH of Iowa. Mr. Chairman,
I want to commend the gentleman
from Oklahoma and also the gentle-
man from Missouri [Mr. CoLEmMAN] for
what they have done with this legisla-
tion.

When the act was first passed in
1974, it passed the House in good
shape. It went to the Senate, and they
amended it. They weakened the bill.
Dual trading, insider trading, a
number of other things were taken out
of the bill which should not have been
at that time, but that was the best we
could do, and in conference it was
adopted that way. Ever since then we
have been trying to get dual trading
prohibited or at least restricted and a
number of other things, but there has
been nothing done until this year.

I commend the gentlemen, both the
gentlemen, and the committee, for
what they have done here to try to
strengthen this bill. I am not going to
say that further strengthening is not
desirable, but I understand that one
can only do about so much at one
time. I just think that they have done
a good job, and this is the first time I
have really seen an effort, frankly, by
the committee to strengthen the weak-
nesses in this act.
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And with this I think that you can
go to the conference and come back
with maybe even a little stronger bill.
As you know, there are a few places I
have pointed out where it could be
strengthened, especially with regard
to insider trading.

Another thing I would like to point
out is that at the time this act was
passed we never dreamed that the un-
derlying commodities involved would
be in most contracts other than agri-
cultural commodities. That is the
reason it is named the Commodity Fu-
tures Trading Commission, not the
“Stockbrokers Futures Trading Com-
mission.” So this has brought forth a
whole new perspective that needs to
be looked at.
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Over 100 contracts have been ap-
proved. So the Commodity Futures
Trading Commission has a big job.
Anything we can do to reduce the
hours that they have to put in to mon-
itor these contracts ought to be done,
especially when the invitation is there
to cheat. They should not have to be
there on the job every minute watch-
ing to see whether or not cheating is
being done. When it can be done, it
should be prohibited ab initio.

So I want to commend the gentle-
man for what he has done. I support
the bill.

I will have one amendment. I wish it
was possible for two or three others,
but I will have one amendment.

I thank the gentleman.

Mr. ENGLISH. I thank the gentle-
man who certainly has long been rec-
ognized for his great expertise in this
area, as one of the founding fathers of
the Commodity Futures Trading Com-
mission. So we appreciate his input.

Also, as the chairman of the commit-
tee has stated, Mr. Chairman, we do
not intend to let this matter drop after
the passage of this legislation.

We feel that in order for this legisla-
tion and for the regulatory system to
work to the degree that we would all
like, it will be necessary for us to con-
duct vigorous oversight throughout
the implementation of this legislation
and beyond.

Let me also say that in an effort to
strengthen this legislation, Mr. Chair-
man, the Commodity Futures Trading
Commission will have a permanent
status, much the same as the Securi-
ties and Exchange Commission and
other Government agencies.

We have found that constant reau-
thorization every 3 or 4 years has had
a weakening effect. It raises doubts
about its continued existence.

But the underlying fact, Mr. Chair-
man, is that we have got to have a
tough, strong, hands-on regulator, an
arm’s-length regulator. One that will
vigorously exercise its responsibilities
and that will assure the American
public that any time they are trading
in the futures industry they will be
protected.

It also should be underscored, Mr.
Chairman, that this industry is no
longer a national industry; it is one
that is trading worldwide.

It is now in competition with similar
exchanges throughout the world and
its trading is moving toward a 24-hour-
per-day operation. It is truly an indus-
try that is growing by leaps and
bounds.

As the gentleman from Iowa so aptly
noted, we need to make certain that
the regulatory system itself, constant-
ly adjusts to the new reality that we
face in the futures industry.

But I simply wanted to say again,
Mr. Chairman, 1 appreciate the tre-
mendous support we have gotten from
the members of the subcommittee as
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well as the full Committee on Agricul-
ture. I particularly want to commend
my colleague, the ranking member,
the gentleman from Missouri [Mr.
CorLeman], for the outstanding work
that he has done on this legislation.

With that, Mr. Chairman, I yield
back the balance of my time.

Mr. COLEMAN of Missouri. Mr.
Chairman, I yield myself such time as
I may consume.

Mr. Chairman, what started out to
be a simple routine reauthorization of
the Commodity Futures Trading Act
has become a thorough review of not
only that agency but also the entire
futures markets and how they are con-
ducted in this country. And the reason
for that of course stemmed from what
has already been discussed, that is an
undercover investigation, a so-called
sting operation which was publicly dis-
closed when subpoenas were issued in
Chicago to a number of people who
had connections with the two ex-
changes in Chicago, who were brokers
and traders.

When that became public, much
speculation followed. What is fact is
that the FBI, Justice Department, and
CFTC personnel had been undertak-
ing this endeavor for some time.

That has now resulted in 46 indict-
ments of traders in Chicago.

This bill is not just an attempt to
react to that situation but it is in fact
an attempt to help restore public con-
fidence to these markets and to assure
the highest integrity that these mar-
kets must demand and must have if
they are going to continue to operate
in this country.

Mr. Chairman, I therefore rise with
much pleasure to support this bill
before us today. I want to also extend
my commendation to the gentleman
from Oklahoma [Mr. EncrLisH]l, the
chairman of our subcommittee who
very diligently pursued the investiga-
tion as well as the legislative response
to it.

This is a bipartisan effort. It has
taken many, many hours of making
sure that what we do here today is cor-
rect and right.

I also want to commend Chairman
DE LA Garza for expeditiously moving
this bill through the committee and
on to the floor.

I want to thank the gentleman from
Ilinois [Mr. MapiGaN] understanding
and consideration of this Member as
he attempted to work with and, in a
bipartisan fashion, to formulate a bill
which impacts upon our Nation’s fu-
tures markets.

While there may be provisions in
this bill that frankly I would not have
included, I agree now with this bill,
that we need to have a reform-minded,
get-tough policy. We have brought
such a vehicle to the floor this morn-
ing for your consideration. I urge my
colleagues to support it as I support it.
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The Agriculture Committee has long
recognized the values of futures mar-
kets in this country to our national
economy and we recognized that when
we wrote the bill. I believe it also
clearly understands it is time for Con-
gress to complete the work in mandat-
ing certain reforms in the law.

These amendments to the Commodi-
ty Futures Trading Act, while giving
certain flexibility to the Commodity
Futures Trading Commission and re-
taining the vital concept of self-regula-
tion, will mean a tougher regulatory
atmosphere at the Nation’s commodity
futures exchanges. I think that is the
underlying premise of this bill, a get-
tough regulatory policy.

This bill moves forward the work of
the CFTC in getting the exchanges to
toughen their own audit trail system. I
know you recall just 3 years ago when
we had the last reauthorization on the
floor, that the CFPTC proposed certain
new regulations to require the ex-
changes to enhance the audit trails,
their trade recordation systems.

During the 1986 reauthorization our
own House committee report recog-
nized the importance of the suggestion
that we have an active audit trail.

But 3 years later the exchanges still
have not reached the stated goals of
the CFTC's chairman at the time, Dr.
Susan Phillips.

Dr. Phillips said then that the trans-
actions on each exchange must be re-
corded to within 1 minute of execution
and that the CFTC should be able to
verify that exchanges are in fact re-
cording accurately at least 90 percent
of all trades executed on the ex-
changes. That was in 1986.

This bill goes even further than
that.

Now, Mr. Chairman, this bill com-
bines a carrot-and-stick approach that
is designed to curb certain kinds of
trading practices until each exchange
verifies that its total surveillance
system is accurate enough to detect
trading abuses.

It does this by prohibiting the so-
called dual trading activity to take
place in a contract market. Any con-
tract which trades at a daily average
rate of 7,000 contracts or more must
have in place a verifiable surveillance
operation which can detect trading
abuses that may be associated with
dual trading.

Now dual trading, for those of our
colleagues who are not familiar with
the system, is when a person can go
into a pit in Chicago or New York or
Kansas City or Minneapolis or wherev-
er the exchange is located and trade
for themselves and for other clients
and customers. That in itself is not
necessarily bad. What is bad and what
can be and has been associated with
this practice is where the person
trades for his own account in front of
the customer’s account, and, too, can
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impact negatively their customer’s ac-
count. And conversely they might be
able to enrich themselves having the
knowledge of what the market is doing
and what their customer’s orders may
be doing to the market and impacting
the market.

O 1110

This is so-called dual trading. We
want to make sure that this activity, if
it does take place, takes place in an at-
mosphere where the CFTC, the regu-
lator, can find any sort of abuses asso-
ciated with that activity. This goes to
the audit trail issue. Exchange audit
trails must meet the l-minute stand-
ard under this bill within 1 year of en-
actment. Within 3 years, the standard
narrows to 30 seconds; within § years,
the CFTC must report to the Congress
on whether an accurate trade recorda-
tion system may be captured in real
time. Every contract market on each
exchange must meet the audit trail
standards or be ineligible for new con-
tract designations. That is quite a
carrot. If an exchange does not do
this, they cannot have new contracts
approved for their exchange. We do
not want to prohibit new contracts, we
just want to make sure that the cur-
rent contracts are well regulated and
that there are no abuses in the system.

This should be sufficient to get the
exchanges to make the necessary
changes to ensure this accurate, verifi-
able audit trail system.

I want to say, Mr. Chairman, that
the audit trail systems currently in
place at the exchange, even in their
current form, are useful tools for the
officials at the CFTC and for the
public. The trading data was used ex-
tensively for analysis of transactions
that occurred on both the futures and
the stock markets in the days back at
the market break or so-called “crash”
in October of 1987.

The Committee on Agriculture does
not criticise the value of the work that
the exchanges have made to beef up
their capability in this area, to track
and record trade executions. This bill
is not a bill to punish exchanges for
any alleged abuses which individual
traders have made on their own and
have been indicted for. I want to make
that clear.

Mr. Chairman, this bill permanently
reauthorizes the CFTC as an agency
which will not have to come back to
the Congress every 2, 3, or 5 years to
be reauthorized. I think this is a very
important statement that this Com-
mission has come of age, that it will be
on the same basis as the Securities and
Exchange Commission, for example,
on the securities side. We have faith in
this Commission, in this agency, to do
a good job. We have given it the regu-
latory tools to do a good job. We will
maintain strong oversight capacity of
this agency, and through the appro-
priation process we will assure the di-
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rection of what it is doing. However, it
is a permanent reauthorization.

Mr. Chairman, I am not going to
speculate on what amendments may
be offered today. We can take them up
as they come. However, I will say once
again, in closing, that this is a biparti-
san bill. It is a good bill. It is reform
minded. It is strong. It is tough. It is
time that the Members here recog-
nized that we have an obligation to
protect the public interest. I think we
have done it with this bill. Again, I
have worked with the chairman, the
gentleman from Oklahoma [Mr. Enc-
L1sH]. I have valued that relationship,
and I am proud of the product we
have brought forth today on the floor
of the House.

Mr. MADIGAN. Mr. Chairman, will
the gentleman yield?

Mr. COLEMAN of Missouri. Mr.
Chairman, I yield to the gentleman
from Illinois.

Mr. MADIGAN. Mr. Chairman, I
thank the gentleman for yielding, and
at the outset, if I may, I would like to
comment to both the gentleman from
Missouri and the gentleman from
Oklahoma about the degree of respect
that I have for the two of them for
the work that they have done under
very difficult circumstances. Of
course, my comments would also
extend to the chairman of the full
committee, the gentleman from Texas
[Mr. pE LA Garzal, because this bill
was processed through that subcom-
mittee and to the full committee at a
difficult time in light of the FBI inves-
tigations going on, and other things to
which reference has been made here
this morning.

I do, at this point, wish to ask a
couple of questions of the gentleman
from Missouri, the gentleman in the
well, who is a cosponsor of this bill. I
do that because, as the gentleman
knows, being a very accomplished
lawyer, when court suits arise as a
result of various legislative enact-
ments, the record made on the floor of
the House is one of the three things
that judges traditionally will look to.
So in that regard, I think the record is
important both with regard to the
audit trail provisions in the bill, and
also the dual trading prohibitions pro-
visions.

I would like, at the outset, to first
ask the gentleman with regard to this
audit trail provision, and the require-
ment that it be verifiable or fully veri-
fiable, if the gentleman would be able
this morning to quantify in some way
what the sponsors of the bill intend
when they describe the necessity that
the audit trail be verifiable; are you
talking about 100 percent capability,
90 percent capability? What does the
gentleman have in mind?

Mr. COLEMAN of Missouri. There
was some discussion about whether or
not the word “fully” should precede
the word “verifiable” as we marked up
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the bill. It may be, in fact, surplus lan-
guage. If one is verifiable, one could
assume that it is going to be totally
verifiable. Fully verifiable, I think,
leaves no doubt, and I believe the com-
mittee report language shows that we
are not building in any tolerance for
error, but in any human endeavor that
we have, we must assume that there
may be some human errors involved.
Even Ivory soap is only “99.44 percent
pure.”

Having said that, we feel we have a
higher degree of verifiability required
than, for example, the previous Com-
mission Chairman who suggested that
a 90-percent level would be acceptable.
Therefore, I think it is very clear that
we want to require the verification,
which simply means we can go into a
computer system and be able to verify
the accuracy of the information con-
tained therein, and the procedures as
well as the timeliness of the informa-
tion that was contained therein.

Mr. Chairman, I yield to the gentle-
man from Oklahoma [Mr. ENcLISH],
who is the author of the original lan-

guage.

Mr. ENGLISH. Mr. Chairman, the
gentleman makes an excellent point.
There are three key phrases that have
to work together. The gentleman is ab-
solutely correct when he states, and as
is stated on page 45 of the report lan-
guage, there is no sort of tolerance
level. The next two key words, “to the
degree that it is humanly and techno-
logically possible.” So, basically, what
is being said is this language that the
CFTC and the Congress is saying that
we do not accept the violations. We do
recognize, however, that there may be
human error, and human error is
counted for. It is also recognized that
technology can only go so far. So it is
to the degree that is humanly and
technologically possible, whenever we
use this phrase of “100 percent detec-
tion.” So the 100 percent is tied with,
to the degree that is humanly and
technologically possible.

Mr. MADIGAN. Will the gentleman
yield?

Mr. COLEMAN of Missouri. I yield
to the gentleman from Illinois.

Mr. MADIGAN. If I may pursue
that point with the gentleman who
has the time, may I assume then, on
the basis of the comments made, both
by the gentleman from Missouri and
the gentleman from Oklahoma, that if
the Commodity Futures Trading Com-
mission at some point in time deter-
mines that an 89 percent factor or a 90
percent factor or a 91 percent factor is
at that point in time the best that is
humanly and technologically possible,
that this would then be able to allow
the exchanges to move ahead in what-
E\:;?r the exchanges were contemplat-

Mr. COLEMAN of Missouri. My un-
derstanding is that would be the case.
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We have stayed away from percent-
ages because I think it is inappropri-
ate, and the language we have given to
the CFTC is more appropriate to make
those decisions and indicate that the
state of technology changes by the
day, and once computer systems are
up, human error goes down. It is a
combination.

Mr. Chairman, I yield to the gentle-
man from Oklahoma [Mr. ENGLISH].

Mr. ENGLISH. I simply say that the
key words, again, are “technologically
possible” in that kind of a situation.

Obviously, the state of technology is
changing, and one of the points that I
think makes this a very strong section
is that we are never really settled for
what is acceptable today. What may
be technologically possible today to
achieve through the systems that are
available to people through the tech-
nology that is available to people, is
going to be outstripped in what may
be here 5 years from now. The ex-
changes have to constantly improve.

However, again to the degree that it
is humanly and technologically possi-
ble, that system has to be able to
catch 100 percent, to the degree that
is humanly and technologically possi-
ble.

Mr. COLEMAN of Missouri. Mr.
Chairman, I yield to the gentleman
from Illinois.

Mr. MADIGAN. Mr. Chairman, I
thank both the gentleman from Okla-
homa and the gentleman from Missou-
ri for their explanation of their inten-
tions in that record.
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Mr. Chairman, if the gentleman will
yield further, I wish to insert at this
point in the REcorp a letter I have re-
ceived from the Department of Justice
relating to an amendment that may be
offered later:

U.S. DEPARTMENT OF JUSTICE,
OFFICE OF LEGISLATIVE AFFAIRS,
Washington, D.C. September 12, 1989.

Hon. EpwARD R. MADIGAN,

Ranking Minority Member, Commiltiee on
Agriculture, House of Representatives,
Washington, D.C.

Dear CoNGRESSMAN Mapican: This is to re-
iterate the views of the Department of Jus-
tice regarding amendments to H.R. 2869,
the proposed Commodity Futures Improve-
ment Act, which were adopted by the Sub-
committee on Conservation, Credit and
Rural Development on July 26, 1889 and de-
leted by the full Committee on August 2,
1989. We understand that the amendments
may be offered again when H.R. 2069 is con-
sidered on the floor of the House. These
amendments, previously offered by Con-
gressman Tallon, would enact eriminal sanc-
tions for an abuse arising from dual trading
on futures exchanges. Under these amend-
ments, “front running,” in which a broker
trades for his own account ahead of his cus-
tomers, would be prohibited specifically and
a knowing violation of that prohibition
would be punishable as a felony.

As we previously indicated, the Depart-
ment reviewed the amendments and deter-
mined that the existing antifraud provisions
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of the Commodity Exchange Act as well as
the mail and wire fraud provisions of Title
18 provide ample statutory authority to pro-
ceed against front running offenses. More-
over, prosecution of front running offenses
would not be facilitated by these amend-
ments. Front running is in our opinion a vio-
lation of the Commodity Exchange Act and
Title 18 and thus is adequately addressed by
existing law. Accordingly, we urge the
defeat of any effort to adopt these amend-
ments when the measure is considered by
the full House.

The Office of Management and Budget
has advised this Department that there is
no objection to the submission of this report
from the standpoint of the administration’s
program.

Sincerely,
CaAroL T'. CRAWFORD,
Assistant Attorney General.

But more importantly, my second
question deals with the question of
the prohibition of what is referred to
as dual trading. I do not want to go
into a discussion of the exemptions
from the prohibitions that are allowed
in the bill, but I am curious about the
treatment with regard to that prohibi-
tion that would be visited upon differ-
ent exchanges in the United States.

In earlier remarks here this morning
the gentleman from Iowa [Mr. SMITH]
has made reference to dual trading
and the conditions that can result
from dual trading activity. I note that
in the bill there would be one set of
procedures to prohibit dual trading on
some markets that would not obtain
with regard to other markets. If the
activity, as I understand it, on a given
market in a given contract was below a
certain monthly volume, dual trading
in that contract would be allowed on
that exchange.

My concern is, if there is a belief or
a consensus here that dual trading has
the potential to be an evil thing, why
would we say that this potentially evil
thing cannot occur on one market but
can occur on another market? I do not
understand that distinetion, and I
wonder if the gentleman could help
me with that.

Mr. COLEMAN of Missouri, Mr.
Chairman, I appreciate the question.
Let me take a stab at it, and then I
will yield to the gentleman from Okla-
homa [Mr. ENGLISH].

I believe the volume cut-off that we
had was 7,000 average daily contracts.
I believe it is computed on a monthly
basis, but the 7,000 figure that you
mentioned is what it was. That was ar-
rived at because of the liquidity issue.

We wanted to make sure that we do
not inhibit liquidity in a contract and,
therefore, ban dual trading outright in
a small number—that would be 7,000
or fewer—of contracts on an average
daily basis.

Having said that, also those smaller
volume contracts can better verify and
track all of the audit information nec-
essary.

There is really no problem in those
pits. The problem with dual trading is
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only when the possible abuses arise be-
cause of the high volume of contracts
being traded at certain times of the
trading day, so that you can get away
from that or get into trading ahead of
your customer for your own account
prior to his and somehow discriminate
against him and advantage yourself.

But nobody has said—and I men-
tioned this in my opening statement—
that dual trading per se is inherently
bad. It is just when it is abused, and it
can be more abused and camouflaged
and masked when you have a high
number of contracts being traded.
That was the reason for the 7,000
cutoff, because we can see that there
are abuses in dual trading. At the
same time, you can dual-trade under
this bill if you have a system setup
that can show fully the verifiability of
your audit trail.

So what we are trying to do is give
them the carrot, that is, let the ex-
change come up to the level where
they can meet that requirement, and
they can dual-trade.

I might say, on behalf on what is
happening—and already we are
moving the exchanges in this direc-
tion—that the Chicago Mercantile Ex-
change and the Chicago Board of
Trade, as the gentleman knows, just
recently announced a joint effort in
which they are going to spend million
dollars of their own money to have
hand-held computers, if you will, on
the trading floor where they can
record instantaneously in real time
the transactions that occur. That is
what our goal is. We have moved them
to that goal. But I believe that as they
move toward that goal, we ought not
to wink at it or suggest that dual trad-
ing should go on until they can come
up with a system that is fully verifia-
ble.

Mr. ENGLISH. Mr. Chairman, will
the gentleman yield?

Mr. COLEMAN of Missouri. I yield
to the gentleman from Oklahoma.

Mr. ENGLISH. Mr. Chairman, I
think the gentleman from Missouri
has done a good job of explaining it.
Basically, it comes down to the fact
that these provisions are oriented
toward objectives, and the objective is
to eliminate or at least put in place a
system that will detect abuses that
might occur under dual trading.

The so-called cutoff really had two
justifications. One is that it is general-
ly perceived that unless a confract is
mature and liquid, then the liguidity is
in serious question. So with the small-
er contracts, with less trading, the
question of liquidity arises. We wanted
to make certain there was a safety
margin built in.

It is not the objective of this legisla-
tion to destroy any contract markets.
So the level of 7,000 and above is gen-
erally perceived to be a mature, liquid
contract, if it meets that requirement.
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The other part of it is that generally
speaking, it is easier to detect wrong-
doing when we have low volumes of
trading, obviously, because there is not
much activity and not as many people
trading in those circumstances. But
the real objective is not to eliminate
dual trading. The real objective of this
legislation is to be able to detect
abuses that occur under dual trading,
and once that is the case and the
CFTC finds that the requirements
under this legislation are meant to be
able to make that kind of detection,
the exchanges are free to continue
dual trading.

Mr. SMITH of Iowa. Mr. Chairman,
will the gentleman yield?

Mr. COLEMAN of Missouri. I yield
to the gentleman from Iowa.

Mr. SMITH of Iowa. Mr. Chairman,
I would like to add just one perspec-
tive here. I do not think there is any
reason for exceptions to dual trading
prohibitions on large exchanges in
large volumes, but I think when some-
one walks into a small market, he
should know, when there is a small
number of people there that might
match his offer, that they are prob-
ably going to offset their risk at a
bigger exchange.

So that is the reason. I do not know
what the number ought to be, but if
they walk into a small market, then it
is somewhat like he is going to his
broker. He ought to expect that there
is some dual trading there, and he has
an opportunity then to do his own sur-
veillance in that instance, where he
would not in his own exchange with a
big volume.

Mr. COLEMAN of Missouri. Mr.
Chairman, I thank the gentleman.

Mr. MADIGAN. Mr. Chairman, if
the gentleman will yield just briefly
for one further question, is it my un-
derstanding, then, that the gentleman
from Missouri and the gentleman
from Oklahoma intend that on the
smaller markets where dual trading
would be allowed under the provisions
of the bill, the activity on those mar-
kets with regard to an audit trail also
would be verifiable to the same extent
that they are on the larger markets, or
do the gentlemen just assume that
that is the case?

Mr. COLEMAN of Missouri. Mr.
Chairman, let me yield to the chair-
man of the subcommittee for an
answer.

Mr. ENGLISH. I am sorry, Mr.
Chairman, but would the gentleman
please repeat that question? I am not
sure I understood it.

Mr. MADIGAN. I would be happy
to, if the gentleman from Missouri
would yield further.

Mr. COLEMAN of Missouri. I yield
to the gentleman from Illinois.

Mr. MADIGAN. Mr. Chairman, my
question goes to permissiveness on the
smaller markets with regard to dual
trading and the question of the accu-

CONGRESSIONAL RECORD—HOUSE

racy of the audit trail or the verifiabil-
ity of the audit trail on the larger mar-
kets. My question is this: Do the gen-
tleman from Oklahoma and the gen-
tleman from Missouri intend that the
audit trail on the smaller markets be
the same degree of verifiability as
they intend it would be on the larger
markets, or do they just assume that it
is going to be of the same standard of
verifiability?

Mr. ENGLISH. Mr. Chairman, will
the gentleman yield?

Mr. COLEMAN of Missouri. I yield
to the gentleman from Oklahoma.

Mr. ENGLISH. Mr. Chairman, it has
generally been found that the practice
has been, at least to this point——

Mr. MADIGAN. Mr. Chairman, if
the gentleman will allow me to inter-
rupt, I am not asking about what is
generally found; what I am asking for
is the gentlemen's intention.

Mr. ENGLISH. I understand. I
think, too, that the gentleman needs
to have a little bit of history, and then
I will be happy to get to the intention
part

Basically, we have found that it is
much easier with regard to the smaller
markets to reconstruct and keep track
of what is taking place, not because
they have any better systems, but
again because of the volume issue,
which goes back to my previous
answer, but as far as the intent, no,
the intent is that it would apply across
the board to all exchanges. All would
have to meet the standards.

It may be easier for some of the
smaller exchanges to meet those
standards than it is for the larger ex-
changes, or it may be easier for some
of the contract pits that have lower
volume to meet them than it would be
for the bigger ones. We probably have
one exchange that could come very
close to meeting those standards now,
but they have very, very little volume.

But the standard is intended to
apply across the board.

Mr. COLEMAN of Missouri. Mr.
Chairman, let me respond further. I
have a copy of the bill before me now.
I was down here answering questions
before without having the bill.

I think the situation is even a little
bit more flexible or perhaps more re-
strictive, depending on how the Com-
mission were to handle it. But here on
page 6, notwithstanding the 7,000 ex-
emptions the gentleman is asking
about, we have given and authorized
the Commission to determine and fur-
ther define terms, conditions, and cir-
cumstances under which such dual
trading shall be conducted, notwith-
standing the 7,000 exemptions.

So in fact, they could put in the
same standard that the larger volume
contracts have, or they could make
some lesser standards, again providing
flexibility to the regulatory agency
where there does not seem to be an op-
portunity. We thought this was a
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more appropriate way of going about
it rather than hamstringing everybody
by legislative fiat.
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Mr. ENGLISH. Mr. Chairman, will
the gentleman yield for one further
point on that?

Mr. COLEMAN of Missouri. I yield
to the gentleman from Oklahoma.

Mr. ENGLISH. Mr. Chairman, I
think one other aspect, too, is again
this legislation is oriented toward re-
sults, not in attempting to dictate to
any one exchange as to how they get
there. Because of the differences that
we have as far as the markets are con-
cerned and the exchanges vary to such
a great degree, this legislation is de-
signed to allow the exchange to reach
that point in a manner that they find
to be most effective. I think that is
certainly in keeping with the recogni-
tion that there are major differences
between these exchanges.

Mr. COLEMAN of Missouri. Fur-
thermore, Mr. Chairman, I think the
axiom, “If it’s not broke, don’t fix it,”
also applies. We have not seen any evi-
dence whatsoever that there is any-
thing wrong with these smaller ex-
changes in these contracts, 7,000 or
fewer, that requires a heavy-handed
approach under this legislation. So, by
implication we should not suggest that
there is by the gentleman’s question.

Mr. MADIGAN. Mr. Chairman,
would the gentleman yield further?

Mr. COLEMAN of Missouri. I yield
to the gentleman from Illinois.

Mr. MADIGAN. Mr. Chairman, I
apologize for belaboring this, but
sometimes the answers one is given
beg other questions.

So, in what I hope would be my
final, and I ask this question because
the possibility exists now as a result to
this legislation that some activities or
some actors reponsible for those activi-
ties might choose to move from one
exchange to another because of the
provision in the legislation, and my
question would be: Is it the desire then
of the two gentlemen who are the
sponsors of this bill to have the CFTC
in the event of the discovery of some
improper activity on one of these
smaller exchanges to shut down that
exchange with regard to dual trading?

Mr. COLEMAN of Missouri. Mr.
Chairman, if the Commission finds
that under the terms that we have
provided for, which have great flexi-
bility to do so, and finds that determi-
nation, they can do that, yes.

Mr. ENGLISH. Mr. Chairman, will
the gentleman yield?

Mr. COLEMAN of Missouri. I yield
to the gentleman from Oklahoma.

Mr. ENGLISH. Mr. Chairman, I
think the other point is very clearly, if
the CFTC is unable to insure the
public that they can be protected,
they have that responsibility to do so
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today. I think what we are insisting on
here is we are providing, as the gentle-
man from Missouri [Mr. CoLEMAN]
stated in his opening remarks, a carrot
and stick approach. It is our hope
through offering a carrot; namely, the
possibility of acquiring new contracts,
that they will take this action. Howev-
er should they refuse to take the
action to give us the possibility of, and
I should not say “possibility,” but
making sure that we can to the degree
that is humanly and technologically
possible detect all types of errors, and
I should not say “errors,” all types of
wrongdoing, then in effect what we
are saying is that, yes, they are to shut
the exchange down. But I think what
we are going to find is, given the broad
range of contracts, what is likely to
happen is it would be a contract in
itself. It will be a certain pit because
within each exchange, and particular-
ly this is true of the larger exchanges,
they have got a large volume differ-
ence. It would be much easier for ex-
changes to meet these requirements in
some pits than it will in others, so
there is no balancing out, there is no
averaging out. It is a pit-by-pit case.

Mr. COLEMAN of Missouri. Mr.
Chairman, I thank both the gentle-
man from Oklahoma [Mr. ENGLISH]
and the gentleman from Illinois [Mr.
MADIGAN].

Mr. ENGLISH. Mr. Chairman, I
yield such time as he may consume to
the gentleman from Iowa [Mr. NAGLE].

Mr. NAGLE, Mr. Chairman, I under-
stand that the gentleman from Mis-
souri [Mr. CoLEMAN] wishes to engage
in a colloquy.

Mr. COLEMAN of Missouri. Mr.
Chairman, will the gentleman yield?

Mr. NAGLE. I yield to the gentle-
man from Missouri.

Mr. COLEMAN of Missouri. Mr.
Chairman many of us have been asked
about the intent of section 213 of the
bill. Generally, it would codify existing
rules banning CFTC personnel and ex-
change members and staff from know-
ingly trading for their own benefit on
the bases of confidential information
obtained during the performance of
their regulatory duties. It would also
prohibit the disclosure of material
nonpublic information, by a principal
or employee of a given firm, about
commodity transactions of that firm
to third persons for trading purposes
unrelated to the firm’s legitimate busi-
ness.

The latter provision has raised con-
cern among co-ops, country elevators,
and regional grain and brokerage com-
panies, as to how much and what kind
of routine market information they
can continue to pass on to their mem-
bers and customers.

I would like to ask the gentleman
from Oklahoma, the chairman of our
subcommittee, if he would clarify the
purpose of this subsection.
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Mr. ENGLISH. Mr. Chairman, if the
gentleman will yield, I thank the gen-
tleman from Missouri for raising this
issue. One of the things that has con-
cerned a number of Members has been
the fact that farmers and small public
investors often seem to be the last to
know about information which bears
on the direction of the markets. Now 1
will be the first to admit there is noth-
ing this Congress can do to completely
resolve that. One thing we can do
about it, however—and this provision
does so—is stop people who are privy
to their employer’'s nonpublic trading
intentions from selectively leaking
that information to the personal bene-
fit of a chosen few at the expense of
everyone else.

I compliment the bipartisan efforts
of the two gentlemen from Iowa who
have authored this provision, and I
yield to them for further clarification
of its intent.

Mr. NAGLE. Mr. Chairman, if I may
reclaim my time, I appreciate both the
gentleman’s compliment and his own
contribution to the successful inclu-
sion of this important section in the
bill. First, let me say the gentleman
from Oklahoma is correct.

The disclosure prohibition is de-
signed to prevent a kind of privatiza-
tion of secret corporate trading infor-
mation. This activity benefits only
those fortunate enough to have an
inside benefactor who will selectively
lead critical market information about
his firm’s intentions or positions. Pre-
sumably, of course, the benefactor
gets something in return. Trading on
that information, which is completely
unrelated to the legitimate business of
either the insider’s employer or the re-
cipient of the information, abuses the
purpose of the futures markets and
ought not be tolerated.

Let me be even more specific by way
of example. If Nagle Grain Co. trans-
acts a large sale of wheat to the Soviet
Union, this bill makes it a criminal
felony for a Nagle employee to trade
for his own account on the basis of
that information. The bill also makes
it a felony for him to pass that infor-
mation to his brother-in-law so that
he, or they together, might take extra
advantage of the news for their own
personal benefit before the rest of the
market knows about it.

There are many variations of that
example which I could give, but in a
nutshell, that is what this provision is
designed to stop.

Mr. SMITH of Iowa. Mr. Chairman,
will the gentleman yield?

Mr. NAGLE. I yield to the gentle-
man from Iowa.

Mr. SMITH of Iowa. Mr. Chairman,
I think country elevators were men-
tioned here. I want to point out that
this applies only to reportable posi-
tions. I do not know of any country el-
evator that ever has a reportable posi-
tion. I do not think that employees of
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country elevators need to be con-
cerned about this at all.

Mr. NAGLE. Mr. Chairman, the gen-
tleman from Iowa [Mr. SmITH] is cor-
rect. Subsection C states quite specifi-
cally that the normal dissemination of
information that is a legitimate busi-
ness purpose of the business entity is
not prohibited.

Mr. SMITH of Iowa. Mr. Chairman,
if the gentleman will continue to yield,
if it is a country elevator or smaller
than the reportable requirements, it is
not going to have an impact on the
market anyway. So, we are talking
about large positions here.

Mr, NAGLE. Mr. Chairman, the gen-
tleman from Iowa [Mr. SmITH] is cor-
rect.

Mr. GRANDY. Mr. Chairman, will
the gentleman yield?

Mr. NAGLE. I yield to the gentle-
man from Iowa.

Mr. GRANDY. Mr. Chairman, will
the gentleman yield?

Mr. COLEMAN of Missouri. I yield
to the distinguished gentleman from
Iowa.

Mr. GRANDY. I too appreciate the
compliment of the gentleman from
Oklahoma, and I join my colleague
from Iowa in thanking both he and
the gentleman from Missouri, the
ranking member of our subcommittee,
for their active support of this provi-
sion.

I only want to add to the excellent
summary my colleague has provided
by saying we have no intention of dis-
rupting the vital and constant ex-
change of information which is the
lifeblood of the most efficient agricul-
tural markets in the world.

Dozens, if not hundreds, of firms
spend millions of dollars gathering as
much information as can possibly be
gathered every day about weather con-
ditions, available transportation,
supply factors, demand factors and
countless other variables which impact
commodity prices in the cash—and
therefore also the futures—markets.
Much of this effort directly benefits
producers and small agribusinessmen.
Without this kind of information,
small market users would be at a seri-
ous disadvantage compared to larger
players with enough resources to
obtain similar information on their
own.

Our amendment requires the CFTC
to adopt implementing regulations
within 1 year. We expect those regula-
tions will make clear that the tradi-
tional exchange of cash and futures
market information during the con-
stant intercourse that takes place lit-
erally around the clock between pro-
ducers, processors, merchants, and
users, will not be disrupted by this
provision.
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It is the surreptitious inside deals we
intend to stop. The amendment is
aimed at people who would usurp ma-
terial nonpublic information from the
privileged vantage of their place of
employment and convert or disclose it
for their own personal gain unrelated
to the legitimate commodity business
of their employer.

Mr. COLEMAN of Missouri. Mr.
Chairman, will the gentleman yield?

Mr. NAGLE. I am happy to yield to
the gentleman from Missouri.

Mr. COLEMAN of Missouri. Mr.
Chairman, I thank all these gentlemen
for their responses. This colloguy
should reassure not only those in the
grain business who may have had con-
cerns, but also those in all the other
areas of commerce who use the fu-
tures markets to offset risks. We
intend on the committee to carefully
monitor the CFTC’s development of
these implementing regulations to
ensure they conform to this legislative
intent.

Mr. ENGLISH. Mr. Chairman, I
yield 2 minutes to the gentleman from
Kansas [Mr. GLICKMAN].

Mr. GLICKMAN. Mr. Chairman,
first of all, I want to compliment the
gentleman from Texas [Mr. DE LA
Garzal, the gentleman from Oklaho-
ma [Mr. EncLisH], the gentleman
from Missouri [Mr. CoLEMAN], and the
gentleman from Illinois [Mr. Mabp-
16AN]. They have done a good job on
this bill under very difficult circum-
stances, the indictments in Chicago
and all sorts of public concerns that
have arisen and they have produced a
good piece of legislation.

This futures industry is important to
America. It plays a vital role in our
modern economy and is a model for
the rest of the world. It is part of our
global economy; however, in order to
make sure it functions well and func-
tions honestly, we have to provide
public confidence in these futures
market. That is what this bill tries to
do. It expands the responsibilities of
Commodity Futures Trading Commis-
sion to regulate the futures market.

The seventies and eighties were a
period of extreme deregulation in
America. The financial deregulation
we saw with respect to our banks and
savings and loans produced a very cha-
otic and extensive burden for Ameri-
can taxpayers.

We also saw the effects of some of
that same deregulation as it affected
our futures and securities industries.
This bill, while not reregulating the
futures industry, toughens up the
market surveillance and enforcement
of our futures laws.

The gentleman from Oklahoma [Mr.
EwncrLisH] has taken the lead to make
sure that the American people believe
that the futures markets are honest.
That is the heart of this bill, to make
these markets honest so that farmers
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and ranchers and users of the markets
know that they are safe. I think the
American people need to realize that
we have done some good things in this
bill to give them that confidence; how-
ever, I am concerned that the CFTC
may not have the resources to ade-
quately implement these new initia-
tives, these market surveillance initia-
tives and these enforcement initia-
tives, recognizing that the heart of
this bill is enforcement, to make sure
the law is being adequately enforced
so that we do not have any more scan-
dals on any of the futures exchanges.

Therefore, I will offer an amend-
ment requiring an independent assess-
ment by the General Accounting
Office of the adequacy of the CFTC's
resources, and I will examine possible
or alternative ways to finance the ac-
tivities of the CFTC, including trans-
action or user fees. It is a study. It is
not a mandatory requirement, but we
want to make sure that they have the
resources to do their job well.

Mr. Chairman, I rise in strong sup-
port of H.R. 2869, the Commodity Fu-
tures Improvements Act of 1989. I
want to commend the chairman of the
subcommittee, Mr. EncLisH, for a
thorough and exhaustive examination
of the issues surrounding the reau-
thorization of the Commodity Futures
Trading Commission and the chair-
man of the full Agriculture Commit-
tee, Mr. DE LA GaRza, for bringing this
legislation to the floor in a timely
fashion.

Mr, Chairman, I have long been a
strong supporter of the futures indus-
try. I believe that it plays a vital role
in our modern economy, and U.S. fu-
tures industry is a model for the rest
of the world, indeed, it is an integral
part of our global economy. Our mar-
kets are in fact the world’s markets.

To make sure we retain that preemi-
nent role, we have to make sure that
the users of these markets have
utmost confidence in their integrity. I
believe this legislation will help bol-
ster that confidence. It is no secret
that over the last several months,
many have raised questions about the
markets. While serious, legitimate
guestions have been raised, I am confi-
dent that these investigations will
show that there are no fundamental
problems with the markets; however,
the investigations do show that con-
stant vigilance is the price of confi-
dence.

This legislation will make several im-
portant strides in that area. Before ad-
dressing specifically the amendment I
will be offering, let me note one other
amendment which the full committee
offered during its consideration of the
legislation. This amendment will make
sure that market users do not abuse
the exchange and CFTC rules with re-
spect to hedging and speculative
limits.
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The Commodity Exchange Act per-
mits users who are also producers,
processors, exporters, or otherwise
have a legitimate need to hedge their
cash market positions in the futures
markets to exceed the position limits
that otherwise apply. It is my concern
however that with that exemption in
hand, some market participants, if not
policed carefully, might abuse that ex-
emption from the position limits. That
amendment which I offered during
committee consideration and which is
contained in that bill will require the
exchanges to monitor traders to make
sure that positions they acquire are
not excessive and bear a relationship
to their legitimate hedging needs. I be-
lieve it will give the exchanges an im-
portant new tool in preventing poten-
tial market distortions.

This amendment, like so many other
provisions of the bill, will make severe
demands on the resources of the
CPTC. Through its actions, in addition
to the requirements imposed by the
Congress through this legislation, the
CFTC will be much more actively in-
volved in overseeing and regulating
the industry. Also, as the industry
grows and becomes more complex, the
demands on the CFTC are going to
continue to grow.

I want to make sure that the CFTC
has the resources it needs to imple-
ment adequately these initiatives. As I
noted earlier, I believe the regulatory
structure of the CFTC is fundamental-
ly sound, so long as the regulatory
structure is rigorously enforced. Ade-
quate enforcement will take an ade-
quate budget, for staff and new tech-
nology./

The amendment I am offering will
require an independent assessment of
the adequacy of the CFTC'’s resources
and will, specifically, examine possible
alternative ways to finance the activi-
ties of the CFTC. For example, the se-
curities industry contributes to the op-
erations of the Securities and Ex-
change Commission and as activity in
that industry increases, and the de-
mands of the SEC increase, so do
these contributions and thus the de-
mands of the SEC.

While I am not saying this is the
only way to go with the CFTC and I
appreciate the theoretical argument
that to ensure truly independent regu-
lation, the regulator’s source of fi-
nancing should be separate and inde-
pendent from the regulated industry, I
also believe we should not overlook
possible alternatives, to exclusive reli-
ance on appropriated funds, to meet
the financial needs of the CFTC under
this legislation.

My amendment will require the
General Accounting Office to conduct
a study of the resource needs of the
CFTC under this bill and to study
whether an assessment on transac-
tions regulated by the bill would
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enable the CFTC to acquire the re-
sources it needs to better regulate the
industry. In conducting the study, the
CFTC will have to pay special atten-
tion to the interests of market users,
including the agricultural producers of
the commodities traded on our futures
exchanges. In asking the GAO to con-
duct the report, it is also my hope that
the Congress will receive a balanced,
unbiased view on whether we should
implement such a financing plan in
the future.

Mr. Chairman, I want to close by re-
iterating my strong support for this
bill and to urge my colleagues to sup-
port the amendment I am offering and
also the legislation as a whole.

Mr. ENGLISH. Mr. Chairman, I
yield 1 minute to the gentlewoman
from Indiana [Ms. LoNG].

Ms. LONG. Mr, Chairman, I rise in
support of H.R. 2869, the Commodity
Futures Improvements Act of 1989, As
a member of the Agriculture Commit-
tee, I know that my colleagues worked
hard to move this important legisla-
tion through the committee and to the
floor today.

If passed into law, the provisions of
this bill would increase the responsi-
bilities of the CFTC and require im-
proved self-regulation by the futures
industry. This legislation would put in
place mechanisms to improve the ac-
curacy and verifiability of transactions
excuted on a contract market.

I offered an amendment to this leg-
islation, in committee, which was
adopted. The provision would require
the exchanges to make every attempt
to give the CFTC prior notification of
certain emergency actions, It further
requires the CFTC to notify the House
and Senate Agriculture Committees
and the exchanges of its approval or
disapproval of the emergency action
within 10 days.

I would like to point out to the mem-
bership that the CFTC is the Govern-
ment watchdog expressly established
to monitor the contract markets and
in my opinion, should be fully involved
in certain emergency actions. There
should be no doubt that the CFTC is
the body charged with ensuring that
emergency actions are appropriate.

Mr. Chairman, I feel that we should
do all that we can to ensure that the
CFTC play a more active role in regu-
lating the exchanges, especially in
light of the emergency actions involv-
ing the July soybean futures contracts
and the indictments of commodity
traders in Chicago. The existing lan-
guage in H.R. 2869 enables the CFTIC
to be the full-fledged oversight part-
ner that it should be.

I commend the gentleman from
Texas [Mr. pE LA GaArzal the chairman
of the Agriculture Committee, the
gentleman from Oklahoma [Mr. ENg-
risH] the chairman of the Agriculture
Subcommittee on Conservation, Credit
and Rural Development, and the rank-
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ing members of the full and subcom-
mittees, Mr. MapiGaN and Mr. CoLE-
MAN, for their hard work in bringing
this legislation to the floor. The mar-
kets, farmers, and taxpayers deserve
to have this legislation enacted, and I
urge passage of the bill.

Mr. ENGLISH. Mr. Chairman, I
yield 1 minute to the gentlewoman
from Illinois [Mrs. COLLINS].

Mrs. COLLINS. Mr. Chairman, I rise
to speak on H.R. 2869. Though I have
many concerns about this legislation, I
commend the efforts of the chairman
of the Agriculture Committee for the
extensive efforts he and his subcom-
mittee have undertaken to understand
the complexities of the futures indus-
try. However, although I know that
this is a piece of legislation that has
been thorougly investigated, I do have
some concern about the legislation.

First of all, let me say that I have a
great deal of concern about the contin-
uous bashing of the Chicago Board of
Trade and the Chicago Mercantile Ex-
change, which happen to be in the
Seventh Congressional District of Illi-
nois that I represent. Many efforts
have been made on their part, as you
are well aware, to see to it that some
of the practices that took place in the
past are not happening at this time.

I think the gentleman from Illinois
[Mr. MapicaN] has expressed many of
the concerns that I have, and so I will
not enumerate those at this particular
time; however, I do think that this leg-
islation is being a bit too heavy-
handed in its approach and that we
are attempting to microregulate the
Commodities and Futures Exchange.
For instance, the bill specifies that at
least 20 percent of members on an ex-
change’s governing board must be out-
siders. Clearly this is an area where
the exchanges can be allowed to use
their discretion and best judgment to
determine the makeup of their govern-
ing boards. To balance the legisiative
approach we are taking, I urge the
CFTC to be flexible in the new rule-
making authority it is being granted. 1
am further concerned that with sti-
fling regulatory constraints, innova-
tion in our markets could be stymied,
leaving the door open for competitors
in Japan and Europe to seize more of
the United States market share. Our
futures industry is strong and holds its
own against international competition.
However, we cannot expect our ex-
changes to continue to hold their
strong posture if we micromanage
their operations. I support oversight
and regulation of the industry, and
feel that due to the extremely esoteric
nature of futures contracts, we must
do all that we can to maintain the in-
tegrity of the markets and ensure con-
tinued public confidence, but we must
not do so at the expense of the health
and stability of the industry. Too
many people seem to think that
change can be brought to the futures

September 18, 1989

industry at a drop of a hat and with-
out thorough consideration of the con-
sequences.

Finally, I commend the exchanges
for the efforts they have undertaken
on their own to fortify the markets
and bolster their integrity. I think it is
a testament to the already strenuous
policing of the industry and the ex-
change's own diligence in self-regula-
tion that even stronger Ilegislative
measures were not proposed. Ordinari-
ly, this would have been a time for the
wolves to howl for extensive changes
in regulation, but because of the
strength of the markets, activist en-
forcement of regulations by the CFTC
and the exchanges themselves, we see
that Draconian measures are not
called for.

I look forward to continuing to work

with the Agriculture Committee
toward the betterment of our futures
industry.

Mr. PENNY. Mr. Chairman, | support H.R.
2869, the Commodity Futures Improvement
Act of 1989. This legislation will strengthen
the oversight of this country's commodity fu-
tures industry and improve safeguards against
fraudulent trading practices.

The commodity exchanges play an impor-
tant role in this Nation’s agricultural economy.
Recent events at several of the futures ex-
changes and the subsequent response by the
Commodity Futures Trading Commission have
indicated, however, that something is amiss in
the regulation of the futures markets.

The Agriculture Subcommittee on Conserva-
tion, Credit, and Rural Development held a
number of hearings to look into these prob-
lems and recommend improvements in the
regulation of the industry. Already, several of
the exchanges have announced changes in
their operations and the CFTC has agreed to
look into the problems of industry self-regula-
tion.

A result of the subcommittee’s work, this bill
will address the problems that have come to
light in the commodity futures industry, will
strengthen the Federal oversight of the fu-
tures exchanges, and will protect the interests
of those persons who participate in the fu-
tures markets.

| applaud the hard work by the subcommit-
tee chairman, Mr. ENGUSH, the ranking
member, Mr. COLEMAN, and the subcommittee
staff who have produced a tough bill that will
directly and immediately address the concerns
we have about regulation of the futures indus-
try. We are sending a strong message to the
commodity exchanges and traders that busi-
ness as usual on the trading floors is no
longer acceptable to those people most af-
fected by the futures markets, the farmers and
ranchers of this country.

The CHATIRMAN. All time has ex-
pired.

Pursuant to the rule, the committee
amendment in the nature of a substi-
tute now printed in the reported bill
shall be considered as an original bill
for the purpose of amendment, and
shall be considered as having been
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read and open to amendment at any
point.

The text of the committee amend-
ment in the nature of a substitute is as
follows:

H.R. 2869

Be it enacted by the Senate and House of
Representatives of the United States of
America in Congress assembled,

SECTION 1. SHORT TITLE; TABLE OF CONTENTS.
fa) SHORT TrrLE.—This Act may be cited as
the “Commodity Futures Improvements Act
of 1989,
(b) TaBLE oF ConTeENTS.—The table of con-
tents is as follows:
TABLE OF CONTENTS

Sec. 1. Short title; table of contents.

TITLE I—LIMITATIONS ON CERTAIN

TRADING PRACTICES

Sec. 101. Dual trading.

Seec. 102. Trading among members of broker

associations.

TITLE II—ENHANCEMENT OF REGULA-

TORY AND ENFORCEMENT ACTIVI-

TIES

Sec. 201. Audit trails.

Sec, 202. Telemarketing fraud.

Sec. 203. Undercover operations and en-
Jorcement.

Sec. 204. Self regulatory organization disci-
punary committeea and gov-
erning boa

Sec. 205. Required mmtrution of floor trad-

Sec. 206. Enhancemeﬂt of registration re-
quirements.

Sec. 207. En.fto‘!;c&mnt of civil money penal-

Sec. 208. Ethics training for registrants.

Sec. 209. Nationwide service of process and
venue.

Sec. 210. Monitoring of hedge exemplions.

Sec. 211. Penalties for felony violations.

Sec. 212. Conttwract market emergency ac-

ns.

Sec. 213. Prohibition against insider trad-
ing.

Sec. 214. Study of delivery points for agri-
cultural commodily contracts.

Sec. 215. Competitiveness study.

TITLE III—ASSISTANCE TO FOREIGN
FUTURES AUTHORITIES

Sec. 301. Mﬂ“:iat;: of foreign fulures au-

Sec. 302. Subpoena authority.

Sec. 303. Cooperation with foreign futures
authorities.

Sec. 304. Investigative assistance to foreign
Sutures authorities.

Sec. 305. Disclosure of information received
from foreign futures authori-

ties.

Sec. 306. Disclosure of information to for-

eign futures authorities.

TITLE IV—AUTHORIZATION OF APPRO-
PRIATIONS; TECHNICAL AMEND-
MENTS; EFFECTIVE DATE

Sec. 401. Authorization of appropriations.

Sec. 402, Technical amendments.

Sec. 403. Effective date.

TITLE I—LIMITATIONS ON CERTAIN

TRADING PRACTICES

SEC. 101. DUAL TRADING.

(a) PromuieitioN.—Section 4j of the Com-
modity Exchange Act (7 U.S.C. 6j) is amend-
ed by—

(1) redesignating subsection (2) as subsec-
tion (b); and

(2) amending subsection (1) to read as fol-
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“fa)(1) The Commission shall issue regula-
tions to prohibit dual trading by a floor
broker in any contract market in which the
Commission determines that the average
daily trading volume is equal to or greater
than the threshold trading level established
pursuant to this paragraph. For the pur-
poses of this subsection, the threshold trad-
ing level shall be seven thousand contracts,
based on a six-month moving average of the
number of contracts traded daily on such
contract market. The Commission may pro-
vide for increases or decreases in the thresh-
old trading level for specific coniract mar-
kets if, in the judgment of the Commission,
such a change is warranted. In determining
whether such a change is warranted, the
Commission shall consider the effects of this
paragraph on the liguidity of the contract
market, price volatility, bid-ask spreads,
and the public interest. Any action by the
Commission lo adjust the threshold trading
level of a contract market pursuant to this
paragraph shell be reported to the Commit-
tee on Agriculture of the House of Represent-
atives and the Committee on Agriculture,
Nutrition, and Forestry of the Senate not
later than 3 days after the Commission takes
such action.

“f2) The regulations issued by the Com-

mission to implement paragraph (1) for:

such coniract market shall—

“(A) define the term ‘dual trading’;

“(B) specify the methodology by which the
Commission shall determine the average
daily trading volume of contracts on a con-
tract market;

“fC) provide for iransition measures, as
determined necessary by the Commission to
prevent market disruption or to protect the
public interest, for a contract market when
the average daily lrading volume on such
contract market increases to or above, or de-
creases below, the threshold trading level;

“tD) provide that a floor broker may dual
trade in a newly designated contract market
until the average daily trading volume on
such contract market has increased to or
above the threshold trading level;

“(E) provide for limited exceptions, as the
Commission determines necessary, to the
prohibition against dual trading required
by paragraph (1) with respect to spread
trades and trades to correct errors;

“{F) provide that a floor broker affected by
paragraph (1) shall indicate prior to the
opening of trading for any given lrading
session whether such floor broker shall trade
solely for such broker’s own accouni or
solely for customers’ accounts for the entire
trading session, with limited erceptions as
determined by the Commission pursuant to
subparagraphs (E) and (G); and

“tG) provide that a customer may desig-
nate an individual floor broker to erecute
such customer’s orders for future delivery
and trade for such broker’s own account,
notwithstanding the provisions of para-
graph (1), if such customer, not less than
once annually, executes a written form so
designating such broker by name;
unless the Commission determines with re-
spect to the subparagraph involved that the
action required by such subparagraph is un-
necessary because of action taken by the
Commission pursuant to paragraph (3)
Such regulations may also provide that if
the average daily trading volume on a con-
tract market incr to or above, or de-
creases below, the threshold trading level,
any change in the status of dual trading oth-
erwise required by paragraph (1) may be de-
layed or suspended if the C ission deter-
mines thal such increase or decrease is a
temporary, unusual occurrence.
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“(3) Notwithstanding paragraphs (1), (2),
and (4), the Commission shall, as it deter-
mines necessary, make a determination
Jrom time to time, by rule, regulation, or
order, whether or not dual trading, as that
term may be defined in regulations issued
by the Commission, by a floor broker may be
allowed in contract markets where such
trading is not prohibited pursuant to para-
graph (1). If the Commission determines
that dual trading by a floor broker shall be
permitted, the Commission shall further de-
termine the terms, conditions, and circum-
stances under which such dual trading shall
be conducted. Any such determination shall,
at a minimum, take into account the effect
of dual trading on the ligquidity of trading
in each contract market. Nothing in this
subsection shall be construed to prohibit the
Commission from making separate determi-
nations for different contract markets when
such are warranted in the judgment of the
Commission, or to prohibit contract mar-
kets from setting terms and conditions more
restrictive than those set by the Commis-
sion.

“4) The Commission shall issue an order
to exempt a contract market from the provi-
sions of paragraph (1) if the applicable
board of trade can demonstrate to the Com-
mission that the surveillance systems and
procedures, including but not limited to the
audit trail, for that contract market—

“f4) can detect those instances of trading
violations that the Commission determines
to be attributable to dual trading,; and

“(B) are fully verifiable.

The Commission shall approve or deny any
application by a board of trade for such an
order no later than sizty days after receipt
of the application. The Commission shall
submit a report of the issuance of any such
order to the Committee on Agriculture of the
House of Representalives and the Commit-
tee on Agriculture, Nutrition, and Forestry
of the Senate no later than three days after
the issuance of such order.”.

(b) REGULATIONS.—(1) The Commodity Fu-
tures Trading Commission shall issue the
regulations required by section 4j(a)(2) of
the Commodity Exchange Act, as added by
subsection (a), no later than two hundred
and seventy days after the date of enactment
of this Act. The Commission shall issue regu-
lations to implement section 4j(a)(4) of such
Act, as added by subsection (a), no later
than two hundred and forty days after the
date of enactment of this Act or thirty days
before the issuance of the regulations re-
quired by section 4jfa)(2), whichever occurs
earlier.

(2) If, no later than two hundred and sev-
enty days after the date of enactment of this
Act, a board of trade submits an application
to the Commission for an order for a con-
tract markel pursuant to section 4i(a)(4) of
the Commodity Exchange Act, the Commis-
sion may, pending the ct letion of its
review of such application, temporarily
waive the application of section 4ifa)(1) of
such Act to that contract market if the Com-
mission determines that there is a likelihood
that the contract market meets the condi-
tions of section 4j(a)(4) of such Act.

SEC. 102. TRADING AMONG MEMBERS OF BROKER AS-
SOCIATIONS.

fa) ProxBrtioN.—Section 4j of the Com-
modity Ezxchange Act (7 US.C. 6j), as
amended by section 101(a), is amended by
adding at the end the following:

“fc) It shall be unlawful, pursuant to regu-
lations issued by the Commission—
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“f1) for a member of a broker association,
Jor or on behalf of any customer, lo execute
a transaction such that another member of
the same broker association, trading for
such other member’s own account, or the ac-
count of the association, takes the opposite
side of such transaction;

“r2) for any member of a broker associa-
tion to trade with another member of the
same broker association, whether such bro-
kers are trading for such brokers' own ac-
counts, for customers, or for the account of
the broker association, if such transactions
in any month total more than 25 per centum
of the total number of transactions of such
broker; and

“(3) for any member of a broker associa-

tion to engage in such other practices as the
Commission determines necessary to prohib-
it or curb abuses, and otherwise to protect
the interests of customers from potential
trading abuses by members of broker asso-
ciations.
Such regulations shall include a definition
of the term %broker association’ and may
provide for exceptions from the provisions
of this subsection in the case of trades exe-
cuted through trading systems in which the
identity of the opposite broker is unknown
at the time of the trade. Nothing in this sub-
section shall be construed to prohibit the
Commission or contract markets from pro-
hibiting trading by broker associations or
their members or from setlting terms and
conditions for such trading that are more
restrictive than those sel by this subsec-
tion.”.

(b) REGULATIONS.—The Commodity Futures
Trading Commission shall issue regulations
to implement section 4ifc) of the Commodity
Exchange Act, as added by subsection (a), no
later than two hundred and seventy days
after the date of enactment of this Act.

(c) REPORT TO CONGRESS.—The Commodity
Futures Trading Commission shall deter-
mine whether the public interest would best
be served by placing alternative restrictions
on trading by broker associations and their
members, and whether broker associations
or trading by broker associations should be
prohibited. The Commission shall submit a
report describing its determination and con-
taining any recommendations by the Com-
mission for regulatory or legislative initia-
tives to implement such recommendalions
to the Committee on Agriculture of the
House of Representatives and the Commit-
tee on Agriculture, Nutrition, and Forestry
of the Senate no later than two hundred and
seventy days after the effective date of the
regulations required under this section.
TITLE II—ENHANCEMENT OF REGULA-

TORY AND ENFORCEMENT ACTIVI-

TIES
SEC. 201. AUDIT TRAILS.

fa) Aupir TrAIL REQUIREMENTS FOR CON-
TRACT MARKETS.—Section 4g of the Commod-
ity Exchange Act (7 U.S.C. 6g) is amended—

(1) by redesignating subsections (1)
through (6) as subsections (a) through (f), re-
spectively,

(2) in subsection (b), as so

(A) by inserting “(1)” after “(b)”; and

(B) by adding at the end the following:

“f2)(A) Each contract market shall main-
tain or cause lo be maintained by its clear-
inghouse a single record that shall show for
each futures or options trade the transac-
tion date, time of execution (as required by
subparagraph (B)), quantity, and such other
information as the Commission delermines
necessary. Such record shall enable such
contract market to rapidly reconstruct an
accurate record, as determined by the Com-
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mission, of the transactions executed on
such contract market.

“(B) For the purposes of subparagraph (4),
the time of execution of a transaction shall
be verifiable and shall—

“fi) be stated within an increment of no
more than 1 minute in length, beginning not
later than one year after the date of enact-
ment of the Commodity Futures I'mprove-
ments Act of 1989; and

“fii) be stated within an increment of no
more then thirty seconds in length, begin-
ning not later than three years after the date
of enactment of the Commodity Futures Im-
provements Act of 1989.

“‘C) The Commission shall submit a
report on the status of compliance with the
standards imposed by this paragraph to the
Commitlee on Agriculture of the House of
Representatives and the Committee on Agri-
culture, Nutrition, and Forestry of the
Senate within one hundred and eighty days
after the expiration of the one-year and
three-year periods specified in subpara-
graphs (B)(i) and (BJ(ii), respectively.

“(D) The Commission shall—

“i) determine whether the record required
by this paragraph has enabled the affected
contract markets to rapidly reconstruct an
accurate, verifiable record of the transac-
tions evecuted on such contract markets, as
determined necessary by the Commission to
provide for the effective enforcement of the
applicable provisions of this Act and the
rules or regulations thereunder;

“fii) determine whether the recording and
reconstruction of the time and sequence of
trades can more accurately represent the
real times of such trades through the use of
improved ltechnologies or other means and
determine whether any regulatory or legisla-
tive changes would be necessary or appro-
pmu to implement such improvements;
a

“(iii) report in writing its findings pursu-
ant to this subparagraph to the Committee
on Agriculture of the House of Representa-
tives and the Committee on Agriculture, Nu-
trition, and Forestry of the Senate no later
than five years after the enactment of the
Commodity Futures Improvements Act of
1989.”; and

(3) in subsection (c), as so redesignated, by
striking “subsection (2)” and inserting “sub-
section (b)".

(b) Auprr TRAIL COMPLIANCE AS CONDITION
FOR CONTRACT MARKET DESIGNATION.—Section
5 of the Commodity Exchange Act (7 U.S.C.
7) is amended by—

(1) indenting the left margin of subdivi-
sions (a) through (g) by 2 ems;

(2) striking “fa)”, “(b)”, “(e)”, “(d)", “fe)”,
“tf)”, and “(g)”, and inserting “(1)", “(2)”,
“(3)”, "(4)", *(5)”, “16)", and “(7)”, respec-
tively; and

(3) adding at the end the following:

“f8) When such board of trade demon-
strates that every contract market for which
such board of trade is designated complies
with the requirements sections
dg(b)(2)(B)(i) and 4gfb)i2)(B)(ii) of this
Act.”.

SEC. 202. TELEMARKETING FRAUD.

Section 17 of the Commodity Exchange
Act (7 U.S.C. 21) is amended by adding at
the end the following:

“{s) Each fulures association registered
under this section shall, subject to the ap-
proval of the Commission pursuant to sub-
section (i), adopt a rule specifying the fac-
tors it will consider in determining whether
to issue a summary member responsibility
action or other disciplinary action to re-
quire a member to adopt special supervisory
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procedures relating to telephone solicita-
tions for new futures or options customer
accounts. Such procedures shall require at a
minimum that, with respect to an individ-
ual with no previous futures or options
trading experience who was solicited by Lele-
phone, the member may not enter any order
Sor such individual for a period of not less
than three days after the individual signs
the required acknowledgment of receipt of
the applicable risk disclosure statement.”,

SEC. 203. mmmmvm OPERATIONS AND ENFORCE-

Section 8(a) of the Commodity Exchange
Act (7 U.S.C. 12(a)) is amended by—

(1) inserting “(1)” after “(a)”; and

(2) adding at the end the following:

“(2) In conducting investigations author-
ized under this subsection or other provi-
sion of this Act, the Commission shall con-
tinue, as the Commission determines neces-
sary, to request the assistance of and cooper-
ate with the appropriate Federal agencies in
the conduct of such investigations, includ-
E:g& _?mﬂ:over operations by such agen-
SEC. 204. SELF REGULATORY ORGANIZATION DISCI-

PLINARY COMMITTEES AND GOVERN-
ING BOARDS.

(@) DrscrrLINARY COMMITTEES AND MAJOR
VioLatrons.—Section 8c of the Commodity
Ezchange Act (7 U.S.C. 12¢) is amended—

(1) by redesignating subsections
through (4) as subsections (a) through (d),

(2) in subsection (a), as so redesignated—

’:g.l by striking “fA)” and inserting “(1)";
a

(B) by striking “(B)” and inserting “(2)";

(3) in subsection (c), as so redesignated, by
striking “subsection (2)" each place it ap-
pears and inserting “subsection (b);

(4) in subsection (d), as so redesignated,
by striking “subsection (1)” and inserting
“subsection (a)’; and

(5) by adding at the end the following:

“fe)(1) The Commission shall issue regula-
tions to require Lhe establishment of a
system of contract market disciplinary com-
mittees. Under such system, each board of
:Mumde designated as a contract market

1)

“f4) establish one or more disciplinary
commiltees which shall be authorized by
such board of trade to determine whether
violations of the rules of the board of trade
have been committed, to accept offers of set-
gz:zent. and to impose appropriate penal-

“fB) provide that disciplinary committees
established pursuant to subparagraph (A) be
composed of members of the board of trade,
or staff members of the board of trade, such
that the commiltee, or any hearing panel
Sformed by the committee to conduct discipli-
nary hearings, shall be composed of ¢ major-
ity of persons who are of a different trading
status than the respondent; and

“fC) provide that a hearing panel formed
by the committee to conduct disciplinary
hearings may be composed of fewer than the
total number of members of the commiitee.

“{2) For the purposes of paragraph (1), a
disciplinary committee member’s trading
status shall be determined by whether such
member is a—

“(4) floor broker or floor trader;

“fB) member of the board of trade other
than a member who acts primarily as a floor
broker or floor trader; or

“(C) staff member of such board of trade.

“ff)(1) The Commission shall issue regula-
tions requiring each contract market to es-
tablish and make available to the public a
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schedule of magjor violations of any rule
within the disciplinary jurisdiction of such
contract market.

“f2) The regulations issued by the Com-
mission pursuant to this subsection shall
prohibit, for a period of time to be deter-
mined by the Commission, any individual
who is found to have committed any major
violation from service on the governing
board of any contract market or registered
JSutures association, or on any disciplinary
committee thereof.".

(b) REGISTERED FUTURES ASSOCIATIONS.—
Section 17 of the Commodity Exchange Act
(7 U.S.C. 21), as amended by section 202, is
amended by imerting after subsection (g)

the following.

“fr)(1) The C‘ommf.saion shall issue regula-
tions requiring each registered futures asso-
ciation to establish and make available to
the public a schedule of major violations of
any rule within the disciplinary jurisdiction
of such registered futures association.

“(2) The regulations issued by the Com-
mission pursuant to this subsection shall
prohibit, for a period of time to be deter-
mined by the Commission, any member of a
registered futures association who is found
to have committed any major violation from
service on the governing board of any regis-
tered futures association or contract
market, or on any disciplinary commitlee
thereof.”.

(c) QUTSIDE REPRESENTATION ON GOVERNING
Boarps.—(1) Section 5a of the Commodity
Ezxchange Act (7 U.S.C. 7a) is amended by—

(A) striking “and” at the end of paragraph
(11); and

(B) adding at the end the following:

“f13) Ensure that outside members, as de-
fined in regulations issued by the Commis-
sion, comprise at least 20 percent of the gov-
erning board of such contract market.”.

(2) Section 17(b) of the Commodily Ez-
change Act (7 U.S.C. 21(b)) is amended—

(A) in subparagraphs (A) and (B) of para-
graph 3 by striking “or” at the end;

(B) in paragraphs (3)(DJ), (4)(A), (4)(B),
(4)(C), (4)(D), (4)(F), (5), (6), (7), (8), (9),
(9)(4), (9)(B), and (9)(D) by striking the
period at the end and inserting a semicolon;

(C) in paragraphs (4)(E), {9)(C), and (10)
by striking the period at the end and insert-
ing ‘s and”; and

(D) by adding at the end the following:

“t11) at least 20 per centum of the mem-
bers of the governing board thereof are out-
side members, as defined in regulations
issued by the Commission.”.

(d) REGULATIONS.—The Commodity Futures
Trading Commission shall issue the regula-
tions required by sections 5a(13), 8cfe), 8cff),
17(b)(11), and 17(r) of the Commodity Ex-
change Act, as added by this section, no
later than one hundred and eighly days
after the date of enactment of this Act.

SEC. 205. REQUIRED REGISTRATION OF FLOOR TRAD-
ERS.

(a) DernrrioN.—Section 2(al)(1)(A) of the
Commodity Exchange Act (7 U.S.C. 2) is
amended by inserting after the sentence be-
ginning “The words ‘floor broker’” the fol-
lowing: “The words floor trader’ 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
solely for such person’s own account any
commodity for future delivery on or subject
to the rules of any contract market.”.

(b) FLoOR TRADER REGISTRATION.—Section
de of the Commodity Exchange Act (7 U.S.C.
6e) is amended to read as follows:

“Spc. de. It shall be unlawful for any
person to act as floor trader in execuling
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purchases and sales, or as floor broker in
executing any orders for the purchase or
sale, of any commodity for fulure delivery,
or involving any contracts of sale of any
commodity for fulure delivery, on or subject
to the rules of any contract markel unless
such person shall have registered, under this
Act, with the Commission as such floor
trader or floor broker and such registration
shall not have expired nor been suspended
nor revoked., ",

fc) REGISTRATION PROCEDURE.—Section
4f(1) of the Commodity Exchange Act (7
U.S.C. 6f(1)) is amended by striking “or floor
broker” and inserting “floor broker, or floor
trader”,

fd) REPORTS; BOOKS AND RECORDS.—Sec-
tion 4gfa) of the Commodity Exchange Act
(7 US.C. 6gr1)), as so redesignated by sec-
tion 201(a)(1), iz amended by striking “or
floor broker” and inserting “floor broker, or
Sfloor trader”.

fe) JURISDICTION OF THE STATES.—(1) Sec-
tion 6dr1) of the Commodity Exchange Act
(7 U.S.C. 13a-2(1)) is amended by striking
“or floor broker’” and inserting ‘floor
broker, or floor trader”.

(2) Section 6d(8)(A) of the Commodity Ex-
change Act (7 U.S.C. section 13a-2(8)(4)) is
amended by inserling “, floor trader,” after
“floor broker”.

(f) Commission AutHoRITY TO REGISTER
FLoor TRADERS.—Section 8a(l) of the Com-
modity Exchange Act (7 U.S.C. 12a(1)) is
amended by siriking “and floor brokers”
and inserting *floor brokers, and floor trad-
ers”,

(g) REerusaL To REGISTER.—(1) Section
8ar2)(CJ)(i) of the Commodity Exchange Act
(7 U.S.C. 12a(2)(C)(i)) is amended by insert-
ing “floor trader,” after “floor broker,”.

(2) Section 8a(2)(DJ)(ii) of the Commodity
Exchange Act (7 U.S.C. 12a(2)(D)(ii)) is
amended by inserting ‘“floor trader,” after
“floor broker,".

(3) Section 8af3)(E)(ii) of the Commodity
Exchange Act (7 U.S.C. 12a(3)(E)(ii)) is
amended by inserting ‘floor trader,” after
“floor broker,”.

fh) RequrLaTioNs.—The Commodily Fulures
Trading Commission shall issue any regula-
tions necessary to implement the amend-
ments made by this section no later than
one hundred and eighty days afler the date
of enactment of this Act.

SEC. 206. ENHANCEMENT OF REGISTRATION RE-
QUIREMENTS.

fa) INJUNCTIONS.—Section 8a(2)(C)(ii) of
the Commodity Exchange Act (7 U.S.C.
12a(2)(C)(ii)) is amended to read as follows:

“fii) engaging in or continuing any activi-
ty where such activity involves embezzle-
ment, theft, extortion, fraud, fraudulent con-
version, misappropriation of funds, securi-
lies or property, forgery, counterfeiting,
false pretenses, bribery, gambling, or any
transaction in or advice concerning con-
tracts of sale of a commodity for future de-
livery, concerning matters subject to Com-
mission regulation under section 4c or 19 of
this Act, or concerning securities™.

fb) CERTAIN VIOLATIONS OF Law.—Section
8a(2)(D)(iv) of the Commodity Exchange Act
(7 U.S.C. 12a(2)(D)(iv)) is amended by—

(1) inserting “1001,” after “152,”;

(2) striking “or” after “1342,”;

(3) inserting “1503, 1623, 1961, 1962, 1963,
or 2314,” after “1343,”; and

f4) inserting “, or section 7201 or 7206 of
the Internal Revenue Code of 1986” after
.‘Me"-

fc) OTHER VIOLATIONS OF Law.—Section
8al2)(E) of the Commodity Exchange Act (7
U.S8.C. 12a(2)(E)) is amended—
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(1) by striking “Dy any court of compelent
jurisdiction,” and inserting “in a proceed-
ing brought’; and

r2) in clause (i) by inserting “chapter 96 of
tit;e 18 of the United States Code,” after
"I ?z n'

(d) REGISTRATION REVOCATION BASED ON IN-
ACCURATE STATEMENTS.—Section 8a(2)(G) of
the Commodity Ezxchange Act (7 U.S.C.
12a(2)(G)) is amended by—

(1) striking “subparagraphs (4) through
(F) of this paragraph,” and inserting “this
paragraph and paragraph (3),”;

(2) striking “material” the first place it
appears and inserting “materially”; and

(3) striking ‘“application” and inserting
“application or any update thereto”,

fe) GENERAL FELONY CONVICTIONS.—Section
8a(3)(D) of the Commodity Exchange Act (7
U.8.C. 12a(3)(D)) is amended by—

(1) inserting “pleaded guilty to or” after
“person'’;

(2) inserting a comma after “section” the
first place it appears;

(3) striking “within ten years preceding
the filing of the application or at any time
thereafter,”;

f4) stﬂking “ including a felony”; and

(5) striking ", more than"” and inserting
“more than”.

(f} SpeciaL FeLoNy CONVICTIONS.—Section
8a(3)(E) of the Commodity Exchange Act (7
U.8.C. 12a(3)(E)) is amended—

(1) by m.sertmg “pleaded guilty to or”
after “person’;

(2) by striking “within ten years preceding
the filing of the application for registration
or atl any time thereafter’; and

(3) in clause (iv) by inserting “, or section
7203, 7204, 7205, or 7207 of the Internal Rev-
enue Code of 1986” after “Code”.

(9) REGISTRATION DENIED OR CONDITIONED
BASED ON INACCURATE STATEMENTS.—Section
8a(3)(G) of the Commodity Exchange Act (7
U.S.C. 12a(3)(G)) is amended by—

(1) striking “material” the first place it
appears and inserting “materially’’;

» i:;z) striking the comma after “applica-
n";

f3) inserting “or any update thereto,” after
“application’;

(4) striking “thereunder, or” and inserting
“thereunder,”; and

f5) inserting “or in any registration dis-
qrualiﬁcation proceeding” after “Commis-

rm Non-Fxnsm CriMINAL CONDUCT.—Sec-
tion 8a(3)(H) of the Commodity Exchange
Act (7 U.S.C. 12a(3)(H)) is amended by in-
serting “, in a United States military court,”
after “State court”.

(i) EXISTING RESTRICTIONS ON MEMBER-
SHIPS.—Section 8al3)(J) of the Commodity
ez‘;:%hyanpe Act (7 U.S8.C. 12a(3)(J)) is amend-

(1) striking “or” after “association,” the
first place it appears;

(2) inserting “or any foreign regulatory
body that the Commission recognizes as
having a comparable regulatory program,”
after “organization,” the first place it ap-
pears;

(3) striking “or” after “association,” the
second place it appears; and

(4) striking “organization,” and inserting
“organization, or foreign regulatory body;”.
SEC. 207. ENFORCEMENT OF CIVIL MONEY PENAL-

fa) MoNEY PENALTIES.—Section 6 of the
Commodity Exchange Act (7 U.S.C. 8 et seq.)
is amended
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(1) by redesignating bsections (a)
through (d) as subsections (b) through (e),
respectively;

(2) by mserﬁng “fa)’” after “SEc. 6.”;

(3) in subsection (a), as so redesignated,
by striking “paragraph (ea)” and inserting
“subsection (b)";

(4) in subsection (d), as so redesignated—

(A) by striking “paragraph (b) of this sec-
tion” and inserting “subsection (c)”; and

(B) by striking “section 6(b) of this Act”
and inserting ‘“subsection (¢)’; and

f5) by amending subsection (e), as so re-

ated, to read as follows:

“fe)(1) In determining the amount of the
money penalty assessed under subsection
(c), the Commission shall consider the ap-
propriateness of such penalty to the gravity

of the violation.

“(2) Unless the person. a.o‘aiuat whom a
money is a "
(c) shows to the satisfaction of the Commis-
sion within fifteen days from the expiration
of the period allowed for payment of such
penalty that either an appeal as authorized
by subsection (c) has been taken or payment
of the full amount of the penalty then due
has been made, at the end of such fifteen-day
period and until such person shows to the
satisfaction of the Commission that pay-
ment of such amount with interest thereon
to date of payment has been made—

‘“A) such person shall be prohibited auto-
matically from trading on all contract mar-
kets; and

“(B) if such person is registered with the
Commission, such registration shall be sus-
pended automatically.

“t3) If a person against whom a money
penalty is assessed under subsection (c)
takes an appeal and if the Commission pre-
vails or the appeal is dismissed, unless such
person shows to the satigfaction of the Com-
mission that payment of the full amount of
the penalty then due has been made by the
end of thirty days from the date of judgment
on the appeal—

“(A) such person shall be prohibited auto-
matically from trading on all contract mar-
kets; and

“tB) if such person is registered with the

Commission, such registration shall be sus-
pended automatically.
If the person against whom the money pen-
alty is assessed fails to pay such penalty
after the lapse of the period allowed for
appeal or after the affirmance of such penal-
ty, the Commission may refer the matter to
the Attorney General who shall recover such
penalty by action in the appropriate United
States district court.”.

tb) CoNFORMING AMENDMENTS.—The Com-
modity Exchange Act (7 U.S.C. 1 et seq.) is

amended—

1) in section 2(a)(1)(B)(iv)—

(4) in subclause (I) by striking “section
6(b)” and inserting “section 6(c)”; and

(B) in subclause (II) by striking “section
6(a)” and inserting “section 6(b)";

(2) in section 5(6), as so redesignated by
section 201(b)(2), by striking “paragraph (b)
of section 6” and inserting “section 6(c)’;

(3) in section 5b by striking “pamgmph
(a) of section 6” and inserting “section
6(b)";

(4) in section 6a(1) by striking “paragraph
(a) of section 6” and inserting “section
61b)";

(5) in section 6b by striking “paragraph
fa) of section 6” and inserting “section
6(b)";

(6) in section 8a—

(A) in the first proviso to paragraph (2) by
striking “section 6(b)” and inserting “sec-
tion 6(c)’y
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(B) in the second proviso to paragraph (3)
by striking ‘“section 6(b)” and inserting
“section 6(c)’; and

(C) in paragraph (4) by striking “section
6(b)” each place it appears and inserting
“section 6(c)”;

(7) in section 14(e) by striking “paragraph
(b) of section 6 and inserting ‘Section
6fc)”; and

(8) in section 17—

(A) in subsection (b)—

(i) in paragraph (3)(B) by striking “sec-
tion 6(b)” and inserting “section 6(c)”; and

(ii) in paragraph (4)(F) by striking "aub—
section (b) of section 6" and inserting “sec-
tion 6(c)™;

(B) in subsection (i/)(4) by striking "sec-
tion 6(b)” and inserting “section 6(c)"; and

(C) in subsection (o)(4) by striking “sec-
tion 6(b)” and inserting “section 6(c)”.

SEC. 208. ETHICS TRAINING FOR REGISTRANTS.

fa) MANDATORY TRAINING FOR REGIS-
TRANTS.—Section 4p of the Commodily Ex-
change Act (7 U.S.C. 6p) is amended by—

(1) inserting “(a)” after “SkEc. 4p."; and

(2) adding at the end the following:

“tb) The Commission shall issue regula-
tions to require new registrants, within sic
months after receiving such registration, to
attend a training session, and all other reg-
istrants to altend periodic training sessions,
to ensure that registrants understand their
responsibilities to the public under this Act,
including responsibilities to observe just
and equitable principles of trade, any rule
or regulation of the Commission, any rule of
any appropriate contract market, registered
Sfutures association, or other self-regulatory
organization, or any other applicable Feder-
al or State law, rule or regulation.”.

(b) REGurATIONS.—The Commodity Futures
Trading Commission shall issue the regula-
tions required by section 4p(b) of the Com-
modity Exchange Act, as added by subsec-
tion (a), no later than 180 days after the
date of enactment of this Act.

SEC. 209. Mmﬂs SERVICE OF PROCESS AND

Section 22(c) of the Commodity Exchange
Act (7 U.S.C. 25(c)) is amended to read as

follows:

“fe) The United States district courts shall
have exclusive jurisdiction of actions
brought under this section. Any such action
shall be brought not later than two years
after the date the cause of action arises. Any
action brought under subsection (a) of this
section may be brought in any judicial dis-
trict wherein the defendant is found, resides,
or transacts business, or in the judicial dis-
trict wherein any act or transaction consti-
tuting the violation occurs. Process in such
action may be served in any judicial district
of which the defendant is an inhabitant or
wherever the defendant may be found.”.

SEC. 210. MONITORING OF HEDGE EXEMPTIONS.

fa) MONITORING BY CONTRACT MARKETS.—
Section 4a of the Commodity Exchange Act
(7 U.S.C. 6a) is amended—

(1) in subsection (1) by striking “subpara-
graphs 2 (A) and (B)” and inserting “para-
graphs (1) and (2) of subsection (b)";

(2) in subsection (3) by—

(A) striking “subsection (1)” and inserting
“subsection (a)’;

(B) striking the last sentence; and

(C) adding at the end the following:

“The Commission shall issue regulations to
require each contract market to monitor
closely the trading activities of any person
granted an eremption from subsection (a)
under this subsection to ensure that such
person has not acquired or is not maintain-
ing any position in excess of any position

September 13, 1989

limit established pursuant to this section
other than what is shown to be a bona fide
hedging position, or otherwise exempt pur-
suant to this section, or otherwise acts in a
manner inconsistent with the conditions for
an exemption granted under this subsection.
If the contract market determines that such
person has acquired or is maintaining a po-
sition in excess of any position limit estab-
lished pursuant to this section other than
what is shown to be a bona fide hedging po-
sition, or otherwise exempt pursuant to this
seclion, or is otherwise acting in a manner
inconsistent with the conditions for such ex-
emption, the contract market shall notify
such person and take such action as is ap-
propriate under the circumstances. Nothing
in this subsection shall be construed to
affect the authority of the Commission or a
contract market to act immediately to re-
strict such person’s transactions or posi-
tions in accordance with the limits estab-
lished under this section.”;

(3) by redesignating subsections (1)
through (5) as subsections (a) through fe),
respectively; and

(4) in subsection (b), as so redesignated, by
redesignating paragraphs (A) and (B) as
paragraphs (1) and (2), respectively.

(b) REGULATIONS.—The Commodily Fulures
Trading Commission shall issue the regula-
tions required by section 4afc) of the Com-
modity Exchange Act, as so redesignated by
subsection (a), no later than one hundred
and eighty days after the date of enactment
of this Act,

SEC. 211, PENALTIES FOR FELONY VIOLATIONS.

Section 9 of the Commodity Exchange Act
(7 U.S.C. 13) is amended—

(1} in subsection fa)—

fA) by striking “$500,000” and inserting
“$1,000,0007; and

(B) by striking “$100,000” and inserting
“$500,000";

(2) in subsection (b)—

(4) by striking “$500,000” and inserting
“$1,000,000"; and

(B) by striking “$100,000” and inserting
“$500,000";

(3) in subsection (d) by striking “$100,000”
and inserting “$500,000"; and

(4) in subsection (e) by striking “$100,000"
and inserting “$500,000".

SEC. 212. CONTRACT MARKET EMERGENCY ACTIONS.

(a) Prior CoMMISSION NOTIFICATION RE-
QUIRED.—Section 5a(12) of the Commodity
Ezxchange Act (7 U.S.C. Ta(12)), as amended
by section 204(c), is amended by siriking the
last 2 sentences and inserting the following:
“The Commission shall issue regulations to
specify the terms and conditions under
which, in an emergency as defined by the
Commission, a contract market may, by a
two-thirds vote of its governing board, make
a rule (hereafter in this section referred to as
an ‘emergency rule’) effective on a tempo-
rary basis without prior Commission ap-
proval, or without compliance with Lthe ten-
day notice requirement under this para-
graph, or during any period of review by the
Commission, if the contract market makes
every effort practicable to notify the Com-
mission of such emergency rule, along with
a complete explanation of the emergency in-
volved, prior to making the emergency rule
effective. If the contract market does not
provide the Commission with such notifica-
tion and erplanation before making the
emergency rule effective, the contract
market shall provide the Commission with
such notification and explanation at the
earliest possible date. The Commission may
delegate the power to receive such notifica-
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tion and explanation to such individuals as
the Commission determines necessary and
appropriate. Within ten days of the receipt
Jrom a contract market of notification of
such an emergency rule and an explanation
of the emergency involved, or as soon as
practicable, the Commission shall approve
or disapprove such emergency rule and
submit a report justifying its approval or
disapproval of such emergency rule to the
affected contract market, to the Commitlee
on Agriculture of the House of Representa-
tives and the Commitiee on Agriculture, Nu-
trition, and Forestry of the Senate. If such
report is submitted more than ten days after
the Commission’s receipt of notification of
such an emergency rule from a contract
market, the report shall include a full expla-
nation and justification as to why submis-
sion within such ten-day period was not
practicable. Nothing in this paragraph shall
be construed to limit the authority of the
Commission under section 8a(9); and”.

(b) RecuraTiONs.—The Commodity Fulures
Trading Commission shall issue regulations
to implement section 5a(12) of the Commod-
ity Exchange Act, as added by subsection
(a), no later than ninety days after the date
of enactment of this Act. Until the effective
date of such regulations, any regulation of
the Commission that implements the last
two sentences of section 5a(12), as such sen-
tences were in effect immediately before the
date of enactment of this Act, shall remain
in effect.

SEC. 213. PROHIBITION AGAINST INSIDER TRADING.

(a) PromiBiTION.—Section 9 of the Com-
modity Exchange Act (7 U.S.C. 13) is amend-
ed by adding at the end the following:

“(f) It shall be a felony for any person who
is an employee, member of the governing
board, or member of any commitlee of a
board of trade, contract markel, or regis-
tered futures association to willfully use or
disclose, in violation of a regulation adopt-
ed by the Commission, for any purpose other
than the performance of such person’s offi-
cial duties as such employee or member, any
material, nonpublic information obtained
in the performance of such duties. Such
Sfelony shall be punishable by a fine of not
more than $500,000 plus that amount of any
profits realized from such use or disclosure
made in violation of this subsection, or im-
prisonment for not more than five years, or
both, together with the costs of prosecution.

“fg)(1) It shall be a felony for any individ-
ual willfully, and in violation of a regula-
tion issued by the Commission, to use as the
basis for any commodity contract transac-
tion for the account of such individual any
material, nonpublic information as to one
or more present or anticipated cash com-
modity transactions or commodity contract
transactions by any person of whom such
individual is a principal or employee, if
such present or anticipated transactions, in
the aggregate, are in amounts greater than
the reporting levels by the Commis-
sion pursuant to section 4i. Such felony
shall be punishable by a fine of not more
than $500,000 plus that amount of any prof-
its realized from such use in violation of
this subsection, or imprisonment for not
more than five years, or both, together with
the costs of prosecution.

“(2) For purposes of paragraph (1)—

“(4) the term ‘commodily contract trans-
action’ shall mean any transaction in a con-
tract for the purchase or sale of any com-
modity for future delivery, or in any option
to purchase or sell any commodity or any
such contract, made or to be made on or
subject to the rules of any contract market;
and
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“(B) the term ‘principal’ shall mean a gen-
eral partner, officer, director, or individual
occupying a similar status or performing
similar functions, and any holder or benefi-
cial owner of 10 per centum or more of the
outstanding shares of any class of stock of

the person.

“fh)(1) It shall be a felony for any individ-
ual willfully, and in violation of a regula-
tion issued by the Commission, o disclose
any material, nonpublic information as to
one or more present or anticipaled cash
commodity transactions or commodity con-
tract transactions by any person of whom
such individual is a principal or employee

“(4) such transactions, in the aggregate,
are in amounts greater than the reporting
levels specified by the Commission pursuant
to section 4i;

“{B) such disclosure is with the intent that
any recipient of the information engage in
commodity contract transactions on the
basis of the disclosed information; and

“C) such disclosure is unrelated to the le-

gitimatle business of the person of whom the
individual is a principal or employee.
Such felony shall be punishable by a fine of
not more than $500,000 plus that amount of
any profits realized from such disclosure in
violation of this subsection, or imprison-
ment for nol more than five years, or both,
together with the costs of prosecution.

“f2) For the purpose of paragraph (1), the
terms ‘commodity contract transaction’ and
‘principal’ shall have the same meaning as
specified in section 9(g).”.

(b) ReGULATIONS.—The Commisuon shca!
issue regulations to imp t the
ments made by this section not later man
three hundred and sixty days after the date
of enactment of this Act.

SEC. 214. STUDY OF DELIVERY POINTS FOR AGRICUL-
TURAL COMMODITY CONTRACTS.

fa) StupY.—The Comptroller General of
the United States shall conduct a study of
the provision for, and functioning of, deliv-
ery points regarding contracts of sale for
SJuture delivery of any agricultural commod-
ity to determine whether the objectives of
section 5a(10) of the Commodity Exchange
Act are being achieved. The study shall also
examine such issues as—

(1) whether the objectives of such Act rela-
tive to such delivery poinis need lo be re-
vised;

(2) whether the availability and adequacy
of storage facilities for agricultural com-
modities at such delivery points affect
prices;

(3) whether the number, accessibility, and
volume of storage facilities at such delivery
points contribute to consistency and reason-
ableness in price discovery in the contract
market; and

(4) such other issues relating to such deliv-
ery points as the Comptroller General deter-
mines relevant to the efficient operation
and improvement of contract markets for
agricultural commodities.

(b) ReporT.—Not later than one year after
the date of enactment of this Act, the Comp-
troller General shall submit to the Commil-
tee on Agriculture of the House of Represent-
atives and the Committee on Agriculture,
Nutrition, and Forestry of the Senate a
report containing the results of the study
conducted under subsecltion (a), together
with any appropriate recommendations.

SEC. 215. COMPETITIVENESS STUDY.

No later than eighteen months following
the enactment of this Act, the Commodity
Futures Trading Commission shall study the
compelitiveness of boards of trade over
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which it has jurisdiction compared with the
boards of trade (or their foreign equivalent)
over which foreign futures authorities, as
defined in section 2(a)(1)(A) of the Commod-
ity Exchange Act (7 U.S.C. 2(a)(1)(A)), have
jurisdiction, and submit to the Commitlee
on Agriculture of the House of Representa-
tives and the Commitlee on Agriculture, Nu-
trition, and Forestry of the Senate a report
of its findings with respect to—

(1) the overall competitive status of
United States boards of trade in the world
market;

(2) a comparison of applicable statutes,
rules, or regulations as they relate to futures
and options administered and enforced by
the Commission and those administered and
enforced by foreign futures authorities;

(3) any trends in, or movements of, volume
of futures and options trading to or from
United States boards of trade during the
period of the study;

(4) whether the trends or movements, if
any, were the result of the adoption of stat-
utes, regulations, or other enforcement
mechanisms in foreign couniries or the
United States; and

f5) any recommendations the Commission
may have as a result of its study to enhance
the competitive status of United States
boards of trade in the world market that will
not impair customer confidence in United
States boards of trade.

TITLE III-ASSISTANCE TO FOREIGN

FUTURES AUTHORITIES

SEC. 301. DEFINITION OF FOREIGN FUTURES AU-
THORITY.

Section 2(a)(1)(A) of the Commodily Ez-
change Act (7 U.S.C. 2), as amended by sec-
tion 205(a), is amended by adding at the end
the following: “The term ‘foreign fulures au-
thority’ means any foreign government, or
any department, agency, governmental body
or regulatory organization empowered by a
Joreign government to administer or enforce
laws, rules, or regulations as they relate to
futures or options matlers, or any depart-
ment or agency of a political subdivision of
a foreign government empowered to admin-
ister or enforce laws, rules or regulations as
they relate to futures or options matters.”,
SEC. 302. SUBPOENA AUTHORITY.

The third sentence of section 6(c) of the
Commodity Exchange Act (7 U.S.C. 15), as
so redesignated by section 207(1), is amend-
ed by inserting “or for purposes of any
action taken under section 12(f) of this Act,”
after “under this Act,”.

SEC. 303. COOPERATION WITH FOREIGN FUTURES AU-
THORITIES.

Section 12(a) of the Commodily Exchange
Act (7 U.S.C. 16(a)) is amended by inserting
after “thereof,” the following: “any foreign
Jutures authority, any department or agency
of a foreign government or political subdivi-
sion thereof,”.

SEC. 304. INVESTIGATIVE ASSISTANCE TO FOREIGN
FUTURES AUTHORITIES.

Section 12 of the Commodity Exchange
Act (7 U.S.C. 16) is amended by adding at
the end the following:

“{f){1) On request from a foreign futures
authority, the Commission may, in its dis-
cretion, provide assistance in accordance
with this section if the requesting authority
states that the requesting authority is con-
ducting an investigation which it deems
necessary to determine whether any person
has violated, is violating, or is about to vio-
late any laws, rules or regulations relating
to futures or options malters that the re-
questing authority administers or enforces.
The Ct ission may conduct such investi-
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gation as the Commission deems necessary
to collect information and evidence perti-
nent to the request for assistance. Such as-
sistance may be provided without regard to
whether the facts stated in the request would
also constitule a violation of the laws of the
United States.

“(2) In deciding whether to provide assist-
ance under this subsection, the Commission
shall consider whether—

“fA) the requesting authority has agreed to
provide reciprocal assistance to the Com-
mission in futures and options matters; and

“(B) compliance with the request would
prejudice the public interest of the United
States.

“(3) Notwithstanding any other provision
of law, the Commission may accept payment
and reimbursement, in cash or in kind, from
a foreign futures authorily, or made on
behalf of such authority, for necessary ex-
penses incurred by the Commission, its
members, and employees in carrying out any
investigation, or in providing any other as-
sistance to a foreign futures authority, pur-
suant to this section. Any payment or reim-
bursement accepted shall be considered a re-
imbursement to the appropriated funds of
the Commission.”.

SEC. 305. DISCLOSURE OF INFORMATION RECEIVED
e : FOREIGN FUTURES AUTHORI-

Section 8 of the Commodity Exchange Act
(7 U.S.C. 12) is amended—

(1) by adding at the end of subsection
fa)(1), as so redesignated by section 203(1),
the following:

“The Commission shall not be compelled to
disclose any information or data obtained
from a foreign futures authority if—

“(1) the foreign futures authority has in
good faith determined and represented to
the Commission that disclosure of such in-
Jormation or date by that foreign futures
authority would violate the laws applicable
to that foreign futures authority; and

“t2) the Commission obtains such infor-
mation pursuant to—

“(4) such procedure as the Commission
may authorize for use in connection with
the administration or enforcement of this
Act; or

“(B) a memorandum of understanding
with that foreign futures authority;
except that nothing in this subsection shall
prevent the Commission from disclosing
publicly any information or data obtained
by the Commission from a foreign futures
authority when such disclosure is made in
connection with a congressional proceeding,
an administrative or judicial proceeding
commenced by the United States or the Com-
mission, in any receivership proceeding
commenced by the United States or the Com-
mission, or in any proceeding under title 11
of the United States Code in which the Com-
mission has intervened or in which the
Commission has the right to appear and be
heard. Nothing in this subsection shall be
construed to authorize the Commission to
withhold information on data from Con-

u'. ﬂﬂd

(2) by adding at the end of subsection (b)
the following: “This subsection shall not
apply to the disclosure of data or informa-
tion obtained by the Commission from a for-
eign futures authority.”.

SEC. 306. DISCLOSURE OF INFORMATION TO FOREIGN
FUTURES AUTHORITIES.

Section 8fe) of the Commodily Exchange
Act (7 U.S.C. 12(e)) is amended—

(1) in the fifth sentence—

(4) by inserting “or any foreign futures
authority” after ‘jurisdiction,” the first
place it appears; and
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fB) by inserting ‘foreign futures author-
ity,” after “such’; and

f2) in the last sentence—

(A) by inserting “foreign futures authorily
or to a” after “information to a’;

(B) by inserting “foreign futures author-
ity,” after “disclosed by such’; and

(C) by inserting “or foreign Sfutures au-
thority” after “or agency thereof".

TITLE IV-AUTHORIZATION OF APPRO-
PRIATIONS; TECHNICAL AMEND-
MENTS; EFFECTIVE DATE

SEC. 401. AUTHORIZATION OF APPROPRIATIONS.
Section 12(d) of the Commodily Exchange

Act (7 U.S.C. 16(d)) is amended to read as

JSollows:

“fd) There are authorized to be appropri-
ated to carry out this Act—

“1) $40,000,000 for fiscal year 1990; and

“(2) $44,500,000 for fiscal year 1991.”.

SEC. 402. TECHNICAL AMENDMENTS.

The Commodity Exchange Act (7 U.S.C. 1
et seq.) is a

(1) by striking “commission” in—

(A) section 4a, as amended by seclion
210(a), each place it appears other than in
subsection (d) as so redesignated;

(B) section 6(b), as so redesignated by sec-
tion 207(a)(1), each place it appears;

(C) section 6(c), as so redesignated by sec-
tion 207(al(1);

(D) section 13(c);

and inserting “Commission’;

(2) in section 4b—

fA) by redesignating subdivisions (4)
through (D) as subdivisions (i) through (iv),
respectively;

(B) by striking “(a)”, “(b)", and “(¢)”, and
inserting “(4)", “(B)", and “(C}", respective-
ly;

(C) by inserting “la)” after “Sec. 4b.";

(D) by inserting “(b)” before “Nothing in
this section or’; and

(E) by inserting “fc)” before “Nothing in
this section shall™;

(3) in section defd)i2)—

(A) in subparagraph (A)(iv) by striking
“(15 U.S.C. 78cla)(12))” and inserting “(15
U.8.C. 7T8cfal)(12)))”; and

(B) in the matter following subparagraph
(C) by striking “section (2)(a)” and insert-
ing “section 2(a)'";

f4) in section 4jb), as so redesignated by
section 101fa)(1), by striking “within nine
months after the effective date of the Com-
modity Futures Trading Commission Act of
1974, and subsequently” and inserting a
comma,

(5) in section 6(c), as so redesignated by
section 207(a)(1), by striking “offending
person.” and inserting “offending person”;

(6) in section 6(c), as so redesignated by
section 207, and in section 8(f) by striking
“subpena” and “subpenas” each place they
appear and inserting “subpoena’” and “sub-
poenas”, respectively;

(7) in section 6a, as amended by section
207(b)(4), by redesignaling subsections (1)
and (2) as aubsecﬂons fa) and (b), respec-
tively;

(8) by striking ‘‘the Secretary of Agricul-
ture or’—

(4) in the first sentence of section 6(b), as
so redesignated by section 207(a)(1);

(B) in the first sentence of section 6(c), as
so redesignated by section 207(a)(1); and

(C) in section 13(c);

(9) in section 8a—

fA) in paragraph (5) by striking “and” at
the end; and

(B} in paragraph (7) by striking “matters
as:” and inserting “matters as—";
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(10) in section 14(g) by striking “fifteen
months” the second place it appears and in-
serting “I15-month’;

f11) in section 17—

fA) in subsection (a) by indenting the left
m:drgm of paragraphs (1) and (2) by 2 ems;
a

(B) in subsection (1)(2)(B)—

(i) by striking “the Commodity Exchange”
and inserting “this’; and

(ii) by striking the period at the end and
inserting ‘5 and”;

(12) by striking section 21;

(13) in section 22(a)—

(4) in paragraph (1)—

(i) in the matler preceding subparagraph
(A) by striking “clauses (A) through (D)”
and inserting “subparagraphs (A) through
(D)"; and

fii) in subparagraph (D) by striking
“clause (B)” and inserting “subparagraph
(B)"; and

fB) in paragraph (2) by striking “17b(10)"”
and inserting “17(b)(10)"; and

(14) by striking section 23.

SEC. 403. EFFECTIVE DATE.

This Act and the amendmenis made by
this Act shall take effect on the date of en-
actment of this Act.

Mr. pE 1A GARZA. Mr. Chairman, I
move to strike the last word.

This is to inform our colleagues that
we ran out of time on general debate.
Other Members who wanted to partici-
pate in the debate could not be allot-
ted time, but we are under an open
rule and under the 5-minute rule they
can avail themselves of time for what-
ever comments they might wish to
make, or they may incorporate them
into their amendments if they have
amendents. I have taken this time for
that purpose.

AMENDMENT OFFERED BY MR. GLICKMAN
Mr. GLICKMAN. Mr. Chaiman, I
offer an amendment.
The Clerk read as follows:

Amendment offered by Mr. GLICKMAN: At
the end of title II of the bill insert the fol-
lowing new section:

SEC. . STUDY OF ASSESSMENTS ON TRANSAC-
TIONS.

(a) Stupy.—The Comptroller General of
the United States shall conduct a study to
determine whether—

(1) it is feasible to fund some or all of the
enforcement and market surveillance activi-
ties of the Commodity Futures Trading
Commission, as required by the amend-
ments to the Commodity Exchange Act
made by the Commodity Futures Improve-
ments Act of 1989, through the imposition
of an assessment on commodity futures and
options transactions executed pursuant to
the Commodity Exchange Act; and

(2) a program of assessment-based funding
for some or all of such enforcement and
market surveillance activities would better
provide resources to the Commodity Fu-
tures Trading Commission to enable the
Commission to—

(A) protect the interests of market users
(including hedgers and speculators), produc-
ers of commodities traded on the futures
markets, and the general public; and

(B) maintain and enhance the credibility
of such futures and options markets.

(b) RErorT.—Not later than one year after
the date of enactment of this Act, the
Comptroller General shall submit to the
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Committee on Agriculture of the House of
Representatives and the Committee on Ag-
riculture, Nutrition, and Forestry of the
Senate a report containing the Comptroller
General’s determinations pursuant to sub-
section (a), together with any appropriate
recommendations for the implementation of
such a program of assessment-based funding
for some or all of the Commodity Futures
Trading Commission’s enforcement and
market surveillance activities.

In the table of contents, insert the follow-
ing item in the appropriate place:

Sec. . Study of assessments on transac-
tions.

Mr. GLICKMAN (during the read-
ing). Mr. Chairman, I ask unanimous
consent that the amendment be con-
sidered as read and printed in the
RECORD.

The CHAIRMAN. Is there objection
to the request of the gentleman from
Kansas?

There was no objection.

Mr. GLICKMAN. Mr. Chairman, I
have discussed this amendment with
the gentleman from Oklahoma [Mr.
EncrisH] and the gentleman from Mis-
souri [Mr. COLEMAN].

The purpose of this amendment is to
ask the General Accounting Office to
do a study on the imposition of an as-
sessment on commeodity futures and
options transactions executed pursu-
ant to the Commodities Exchange Act.
It is essentially a study of user fees as
a way to fund part or all of the Com-
missions enforcement activities. This
amendment is not a user fee on trans-
actions, but is a study of whether such
a user fee would be appropriate.

The reason for this amendment has
to do with the fact that in this bill we
have created significant additional en-
forcement and market surveillance ac-
tivities for the CFTC to monitor fu-
tures trading in this country. I am
concerned that the agency may not
have enough resources to do the job
well, and if the CFTC does not have
the necessary complement of market
surveillance and enforcement staff,
then the legislation will not be very
meaningful in protecting the publie in-
terest. What this amendment would
do is to allow an arm of Congress, the
GAO, to look at it to determine in fact
whether these additional resources
would be needed and whether a user
fee would be appropriate or not.

This is not to pre-judge this issue.
This issue was fairly controversial
when it was raised several years ago,
but the amendment does reflect that
the gentleman from Oklahoma [Mr.
EnNcLIsH], the gentleman from Missou-
ri [Mr. CorLEmAN] and others have
worked very hard to give the CFTC
additional responsibilities to enforce
the futures laws. I just want to make
sure that those regulators have
enough resources to do their job cor-
rectly, and that is the purpose of my
amendment.

Mr. ENGLISH. Mr. Chairman, will
the gentleman yield?
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Mr. GLICKMAN. I am happy to
yield to the gentleman from Oklaho-
ma.

Mr. ENGLISH. Mr. Chairman, I
thank the gentleman for yielding to
me.

Let me say that the legislation as it
stands now increases substantially the
authorization for funding of the
CFTC. There is no question that the
CFTC needs substantial strengthen-
ing.
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The aspects that are contained
within the legislation as it stands now
really increases that number as rapid-
ly as the CFTC felt that they could
digest those numbers.

We need additional enforcement. I
think the gentleman’s study is a good
idea.

As he knows, I have traditionally op-
posed user fees, but in this case we
have to make sure the funding is
there, and I think a user fee study
would be a useful tool to certainly
have in hand.

Mr. GLICKMAN. Mr. Chairman, it
might also be a little bit of an incen-
tive to make sure the appropriation
which is contemplated in the gentle-
man'’s bill gets accomplished.

Mr. COLEMAN of Missouri. Mr.
Chairman, will the gentleman yield?

Mr. GLICKMAN. I am happy to
yield to the gentleman from Missouri.

Mr. COLEMAN of Missouri. Mr.
Chairman, I do not oppose the gentle-
man’s amendment, but I want the
record to show that without prejudg-
ing what the report might come back
as, we are in a very important time
here internationally where our mar-
kets compete with overseas markets,
and, in fact, there is a great concern
that some of ours may be moving off-
shore to Tokyo, London, and else-
where, and as the General Accounting
Office studies this matter, that they
ought to take into consideration the
competitive factor that if in fact user
fees are recommended or there is a
conclusion drawn, the impact on our
competitive position internationally.
We do not want to lose what we have
here, which are the main markets of
the world.

Mr. GLICKMAN. I agree with the
gentleman. I would hope that that
would be part of the legislative histo-
ry. I would say that the biggest factor,
in my judgment, to ensure that people
use our futures markets is that they
are in fact honest markets.

Mr. COLEMAN of Missouri. If the
gentleman will yield further, that has
nothing to do with user fees. We are
trying to make these markets honest,
and the highest integrity, and the gen-
tleman is absolutely right. I do not
think what we are doing is going to
force people offshore.
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As I said, the additional costs and
burden of user fees are quantified.
Therefore, it might make a difference.

Mr. GLICKMAN. I have no objec-
tion to what the gentleman says.

Mr. Chairman, I yield back the bal-
ance of my time.

Mr, WALSH. Mr. Chairman, I move
to strike the requisite number of
words and I rise in support of H.R.
2869.

Mr. Chairman, | rise in support of H.R. 2869,
the Commodity Futures Improvement Act. As
a member of the Committee on Agriculture, |
have been carefully watching the activity of
the CFTC. The CFTC trading process is a
complicated one and due to these complex-
ities, we have found that some of the trading
has not been conducted according to the
rules of the market.

Consequently, the necessity of this bill is
clear. The CFTC needs the additional powers
written into his legislation to more closely
monitor trading activity and practices. H.R.
2869 establishes higher standards of practice
by brokers and offers a closer check on po-
tential fraud.

Farmers deserve better and this is our op-
portunity to ensure that their money is proper-
ly accounted for. When farmers invest their
hard earned money, it should be with the sat-
isfaction that it is going into the market and
not into a broker's pocket. Not all brokers
abuse the current system but better auditing
and monitoring of all transactions should clear
up any problems that currently exist.

| am pleased that the board of the Chicago
Exchange have decided to investigate their in-
ternal problems. | am convinced that their in-
vestigation in conjunction with this new legis-
lation will certainly clear up any misappropria-
tion of our farmers funds. | encourage your
support of this well crafted legislation.

Mr. GUNDERSON. Mr. Chairman, I
move to strike the requisite number of
words.

Mr. Chairman, this is the proper
time for me to get up to make some
comments regarding the entire bill, be-
cause it also relates a little bit to the
amendment that is offered and now
before us.

I want to join with tknse who have
commended the distinguished chair-
man of our subcommittee and the
ranking member. If there is a best-of-
time, worst-of-time scenario in which
to reauthorize the CFTC, this year
has to be that year. A new sitting
chairman of a subcommittee could not
be asked for a worse environment to
deal with a more complicated piece of
legislation than the gentleman from
Oklahoma [Mr. EncLisH] and the gen-
tleman from Missouri [Mr. CoLEMAN]
have had to deal with this year. I
think they both deserve a great deal of
credit for bringing out a very compre-
hensive bill.

I think it is going to be echoed today
in the lack of significant or substan-
tive amendments that are going to be
offered. I am not going to spend a lot
of time focusing on the different areas
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that have been changed in this bill as
we move to a more permanent reau-
thorization.

I think that it is important to racog-
nize that we were not only trying to
deal with the investigations now ongo-
ing in dealing with the issue of trader
confidence and trader protection, but I
think we are also trying to respond to
the issue of growth. Obviously there
has been a significant growth since
1986 in the amount of transactions
and contracts that have been conduct-
ed.

Third, I think as the amendment
now before us so reflects, we also need
to deal with a much broader issue that
is a concern of mine and is the one
area that I brought to the gentleman
from Oklahoma [Mr. EncLIsH] that I
felt we were lacking in the committee
print that was provided to us, and that
was responding to the international
competition, recognizing that it was
my amendment that was offered that
created an 18-month study by the
Commodity Futures Trading Commis-
sion on the competitiveness of our
boards of trade compared with foreign
boards.

Anybody who is at all involved in the
whole issue of futures transactions
knows that we are now seeing 24-hour
trading in some places. We are seeing
clearly the emergence of various
Tokyo and London exchanges coming
over here. The potential for traders
and brokers to be moving from one ex-
change to the other, and especially in
commodities to be moving from one
trading place to another becomes very,
very important, and I think it is abso-
lutely essential that one area in addi-
tion to the consumer protection is the
area of modernization relative to the
international marketplace that exists.

Like my ranking member, the gen-
tleman from Missouri [Mr. COLEMAN],
I certainly have no opposition to the
amendment offered by the gentleman
from Kansas, but I do think it is im-
portant as that study is being done by
GAO that we also be sensitive to the
study that we are asking the CFTC to
do in regard to international competi-
tion.

There was a question raised as to
why we asked the CFTC rather than
GAO to conduct this particular study,
and I think it is important for the
record that everyone understand that
it is the CFTC that is now working
with the international exchanges.
They are meeting with them periodi-
cally. They are working with them.
They are being given the authority
under this legislation to work with
them in various investigations relating
to fraud, et cetera.

I think it is important that we, on a
monitoring basis, continue to see the
proper role of the CFTC here as well
as what GAO may look at in terms of
resources and financing.
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Mr. ENGLISH. Mr. Chairman, will
the gentleman yield?

Mr. GUNDERSON. I am happy to
yield to the gentleman from Oklaho-

ma.

Mr. ENGLISH. Mr. Chairman, I
want to commend the gentleman for
the fine contributions he has made to
this legislation. Certainly he was a big
help in developing it, and I think cer-
tainly the fine work he has done needs
to be underscored, and I deeply appre-
ciate it.

The CHAIRMAN. The question is on
the amendment offered by the gentle-
man from Kansas [Mr. GLICKMAN].

The amendment was agreed to.

AMENDMENT OFFERED BY MR. ENGLISH

Mr. ENGLISH. Mr. Chairman, I
offer an amendment.
The Clerk read as follows:

Amendment offered by Mr. ENcLIsSH: At
the end of title II of the bill add the follow-
ing new section:

Sec. . QUALIFICATIONS OF COMMISSIONERS.

Section 2(a)X2)XA) of the Commodity Ex-
change Act (7 U.S.C. 4a(a)(1)) is amended
by striking the second and third sentences
and inserting the following: “The Commis-
sion shall be composed of five Commission-
ers who shall—

“(1) be appointed by the President, by and
with the advice of the Senate; and

“(ii) each have demonstrated knowledge
in futures trading or its regulation, or the
production, merchandising, processing or
distribution of one or more of the commod-
ities or other goods and articles, services,
rights, and interests covered by this Act.
In nominating persons for appointment, the
President shall seek to ensure that the dem-
onstrated knowledge of the Commissioners
is balanced with respect to such areas.”.

In the table of contents, insert the follow-
ing item in the appropriate place:

Sec. . Qualifications of commissioners.

Mr. ENGLISH. Mr. Chairman, in the
original legislation creating the Com-
modities Futures Trading Commission,
this language exists:

In nominating persons for appointment,
the President shall seek to establish and
maintain a balanced Commission including,
but not limited to, persons of demonstrated
knowledge in futures trading or its regula-
tion, and persons of demonstrated knowl-
edge in the production, merchandising,
processing, or distribution of one or more of
the commodities or other goods and articles,
services, rights and interests covered by this
act.

Mr. Chairman, there is no question
that the original intent of this particu-
lar provision was that the President
would, recognize and respond to it, but
of the 15 Commissioners who have
been appointed since this act was en-
acted, 7T had demonstrated knowledge
at the time of the appointment. There
is no question that we have had some
very fine people who have been ap-
pointed to these positions, but the
issue that faces us is whether or not
we are going to continue this process
of on-the-job training for Commission-
ers.
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Given the new responsibilities and
certainly given the needs for strong
enforcement, we simply cannot contin-
ue with an on-the-job-training pro-
gram for Commissioners as they are
appointed to the CFTC.

Mr. Chairman, with that in mind,
this particular amendment would re-
quire that there would be a demon-
strated ability by the Commissioners
in one of these categories and areas. I
think that under the circumstances
that was the original intent of the leg-
islation, and this makes certain that is
going to be the case.

Mr. MADIGAN, Mr. Chairman, will
the gentleman yield?

Mr. ENGLISH. I am happy to yield
to the gentleman from Illinois.

Mr. MADIGAN. Mr. Chairman, if I
might just briefly question the gentie-
man again with regard to intent. We
all want to have very qualified people
serving on these Commissions.

I am not sure what these particular
things would require, so if I may, I
would like to ask the gentleman
whether he would consider someone
who had served on the Committee on
Agriculture of the House and/or
Senate for a number of years to be
qualified under the terms of his
amendment.

Mr. ENGLISH. Reclaiming my time,
certainly, if he served as Chair of the
Conservation, Credit and Rural Devel-
opment Subcommittee, I would think
s0.

Mr. MADIGAN. If the gentleman
will yield further, what about if he
had been ranking member of the full
committee?

Mr. ENGLISH. And ranking minori-
ty member.

Mr. MADIGAN. If the gentleman
would yield further, would a farmer
who had been an active trader on one
or more of these exchanges for a
number of years be considered by the
gentleman to be qualified under the
terms of this amendment?
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Mr. ENGLISH. Indeed, that would
be one of the individuals who would be
recognized.

Mr. MADIGAN. Or if the gentleman
will yield further, someone employed
by one of the grain companies who has
responsibility for buying and selling
for the grain company on the market
would be qualified?

Mr. ENGLISH. If that individual
certainly had demonstrable knowl-
edge, there is no question.

Mr. MADIGAN. I thank the gentle-
man for yielding.

The CHAIRMAN. The question is on
the amendment offered by the gentle-
man from Oklahoma [Mr. ENGLISH].

The amendment was agreed to.

AMENDMENT OFFERED EY MR, NAGLE
Mr. NAGLE. Mr. Chairman, I offer
an amendment.
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The Clerk read as follows:
Amendment offered by Mr. NAGLE:

SEC. . PROHIBITION ON YOTING BY INTERESTED
MEMBERS.

Section 5a of the Commodity Exchange
Act (7 U.S.C. 7a) is amended by inserting at
the end the following:

“(14) ensure that no member of a govern-
ing board or committee thereof votes on any
rule, as defined in paragraph (12), if, as de-
termined in accordance with regulations
promulgated by the Commission—

“(A) the member;

‘“(B) a legal entity of which the member is
an officer or employee;

“(C) a legal entity in which the member
owns a substantial interest; or

“(D) a legal entity which is the parent or
subsidiary of any legal entity specified in
subparagraph (B) or (C);
has a direct financial interest in the subject
matter of the rule. Any member prohibited
from voting on & rule pursuant to this para-
graph shall not be included in determining
whether there has been a two-thirds vote of
a governing board for purposes of para-
graph (12). For purposes of this paragraph
the term ‘legal entity’ includes a corpora-
tion, partnership, sole proprietorship or
joint venture,”

On page 18, line 9, strike “Ensure” and
insert “ensure”’.

On page 18, line 12, strike “market.” and
insert “market; and".

On page 34, line 13, strike “and”.

Mr. NAGLE (during the reading).
Mr. Chairman, I ask unanimous con-
sent that the amendment be consid-
ered as read and printed in the
RECORD.

The CHAIRMAN. Is there objection
to the request of the gentleman from
Iowa?

There was no objection.

Mr. NAGLE. Mr. Chairman, in offer-
ing this amendment I have to reflect
on the process of the markup and the
testimony that the House subcommit-
tee and full committee received.

At the time of the Chicago Board of
Trade, the CBTC decision to force an
Italian firm to liquidate a position, we
made inquiries as to whether or not
any of the members of the Chicago
Board of Trade’s governing body, their
board, in fact had a position on the
market that would be directly impact-
ed on by the decision, by the ruling,
and I inquired of the director, Wendy
Gramm, of the CBTC whether or not
any employer of a board member had
a position. We received very evasive
ANsSwWers.

We were told by one of the major
grain exchanges that they did not, in
fact, have a position. As we were told
that there was no way that it could be
determined if they did or did not have
a position, as to who was long or show
who was short. As a matter of fact, I
specifically asked the CFTC director,
Wendy Gramm, whether or not we
could tell who won and who lost, and
she assured me it would not be possi-
ble to tell.

On Monday in the other body during
the consideration of this legislation it
came out that in fact six CBTC direc-
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tors, firms, employers, or employers’
firms owned by others had direct posi-
tions in the market that were positive-
ly impacted by the rulemaking deci-
sion.

CFTC, in an article in the Wall
Street Journal, announced they saw
nothing wrong with that.

What my amendment is meant to do
is simply prohibit that employer from
having an employee on the board, and
have them make a decision on a rule-
making in which that employer has a
direct and substantial interest.

CFTC has not found anything wrong
with that practice in the past, and I
say it is wrong. If it is not wrong in
fact, it is wrong because it gives the
appearance of impropriety. It is very,
very difficult to go out and convince a
farmer in Iowa to go out and have con-
fidence in the market if Cargill is
voting on rules that affect positively
or in fact adversely impact their posi-
tion.

So my amendment very simply says
that if you are on the board and your
employer or a company who owns
your employer or a subsidiary of a
parent corporation or a parent corpo-
ration has a position that will be af-
fected, you should recuse yourself.

It does not provide for criminal pen-
alties for failure to do so. But it makes
it absolutely clear and certain that we
will not allow the appearance of im-
propriety in the rulemaking process of
the various exchanges, and it is for
that purpose that I offer this amend-
ment.

Mr. DE LA GARZA. Mr. Chairman,
will the gentleman yield?

Mr. NAGLE. I am happy to yield to
the gentleman from Texas.

Mr. pE LA GARZA. Mr. Chairman, we
have no problem with the amendment.
We think that it is a good addition to
the legislation, and on this side, pend-
ing the approval of the chairman of
the subcommittee, we are prepared to
accept the amendment.

Mr. ENGLISH. Mr. Chairman, will
the gentleman yield?

Mr. NAGLE. I am happy to yield to
the gentleman from Oklahoma, chair-
man of the subcommittee.

Mr. ENGLISH. Mr. Chairman, I
want to say I think the gentleman has
a very fine amendment, an excellent
addition to this legislation, and I
deeply appreciate his contribution and
the fine work that he and the other
gentleman from Iowa do. I think it is
outstanding, and I just want to com-
mend him for his amendment and for
the fine work he has done on this bill.

Mrs. SMITH of Nebraska. Madam
Chairman, I move to strike the last
word.

Madam Chairman, although I have
reservations over certain aspects of
this legislation, today I rise in support
of H.R. 2869, the Commodity Futures
Improvement Act of 1989.
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I congratulate the subcommittee
chairman, Mr. ENcLISH, and the rank-
ing minority member, Mr. COLEMAN,
for their ability to sift through the ex-
tremely complex issues that surround
the futures industry and develop a bill
that strikes at the heart of my con-
cern with the commodity futures
market—trading abuse.

And I commend my colleagues on
the Agriculture Committee for their
close attention and timely action on
this legislation, which I hope will pre-
vent future illegal and unfair trading
practices.

H.R. 2869 takes a number of positive
and important steps toward protecting
the many producers in my district who
have written to me and expressed deep
concern over the effects of fraudulent
activities in futures trading on cash
market prices. Farmers and ranchers
do not have the resources to adequate-
ly and accurately monitor the market
for possible illegal and unethical prac-
tices.

I believe that requiring all floor
traders to register with the Commodi-
ty Putures Trading Commission
[CPFTC], and strengthening the Com-
mission’s ability to oversee trading ac-
tivities is one of the most positive as-
pects of this legislation.

To ensure the integrity of our com-
modity markets, penalties to deter ille-
gal and fraudulent activities should
exist and must be used.

The Agriculture Committee has
properly developed tougher penalties
and provided greater powers of en-
forcement to the CFTC, and allowed
private individuals a better opportuni-
ty to recover possible damages.

I applaud the committee’s decision
to require training in ethics.

In light of the scandals and so-called
white collar crimes that bombard the
evening news, it might be beneficial if
a great many people were required to
learn right from wrong—ethically and
legally.

Although we may all agree that
more steps should have previously
been taken to root out trading
abuses—such as trading ahead of cus-
tomers and prearranged trading—we
must resist the temptation to micro-
manage our agencies. We should be
very careful to instill the wishes of
Congress without creating unneces-
sary rigidity in the law.

The CFTC has the statutory power
under current law to undertake a rule-
making process whenever a problem
area is identified. This process allows
the greatest flexibility for effectively
protecting the interests of farmers and
other market participants, while at
the same time developing standards
that are appropriate for the industry
as a whole.

There is little doubt that the prac-
tice of dual trading may lead to trad-
ing abuses; however, the practice of
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dual trading is very important for ena-
bling specific contract markets to
properly serve as price discovery
mechanisms. Statutorily defining a
volume level at which dual trading
would be allowed may not appropriate.

The audit trail requirements pro-
posed in H.R. 2869 are another exam-
ple of inappropriate statutory require-
ments. Requiring all contract markets
traded within an exchange to meet rig-
orous, verifiable accuracy standards
before new contracts can be designat-
ed could prevent new and potentially
important products from being intro-
duced—curtailing our ability to com-
pete in global markets.

The United States faces increasing
competition from foreign markets, and
we must maintain the proper climate
for meeting that challenge.

We should utilize the expertise of
the CFTC and allow them to assess an
exchanges overall performance before
designating new contracts. Setting im-
proper standards for performance is
contrary to our goal of creating effec-
tive methods for reducing commodity
price volatility.

During the past three decades, fu-
tures markets have expanded to virtu-
ally all areas of significant economic
activity that involve free price move-
ment and price volatility. In today’s
global marketplace, futures markets
have become a critical element in
matching supply with demand.

We must step carefully and purpose-
fully in our efforts to regulate the
commodity markets so that we build
on previous success and do not impede
future progress.

In 1974, we created the CFTC to
serve as our technical expert for un-
derstanding commodity markets, and
to ensure market integrity and fair-
ness. We all desire to protect the
public from illegal and unethical trad-
ing practices; however, we must use
the most appropriate avenues to serve
those interests.

Although I offer my support for
H.R. 2869, I am concerned that we
may be establishing certain inappro-
priate, improper, and inflexible statu-
tory requirements that will create as
many problems as they solve and will
require Congress to return to this
issue too soon in the future.

Again, I thank my dedicated col-
leagues, Mr. ExncriseE and Mr. CoOLE-
MAN, and the members of the Agricul-
ture Committee for their hard work
on this matter of great importance to
the members of my district.

I urge my colleagues to vote for H.R.
2869, the Commodity Futures Im-
provement Act of 1989.

Mr. COLEMAN of Missouri. Madam
Chairman, I move to strike the requi-
site number of words and rise only to
say that this side accepts the amend-
ment offered by the gentleman from
Iowa [Mr. NAGLE].

CONGRESSIONAL RECORD—HOUSE

The CHAIRMAN pro tempore (Ms.
S1avuGHTER of New York). The ques-
tion is on the amendment offered by
the gentleman from Iowa [Mr. NAGLE].

The amendment was agreed to.

Mr. TALLON. Madam Chairman, I
move to strike the last word.

Madam Chairman, I congratulate
the chairman of the Agriculture Com-
mittee and the subcommittee chair-
man as well the minority chairmen for
their hard work on this bill. A great
deal of study and hard work went into
this legislation and I believe the prod-
uct is one that will ensure greater con-
sumer confidence and market stability.

Throughout the consideration of
this bill, I have shared with fellow
members of the committee my concern
that we make it as difficult as possible
under the law for floor brokers and fu-
tures commissions merchants to de-
fraud a customer by trading ahead or
withholding an order. Deliberately
trading ahead or withholding a cus-
tomer order is fraud under section 4(b)
of the Commodities Exchange Act and
will be prosecuted as such by the U.S.
attorney in Chicago.

My interest is in making it easier to
prosecute on the grounds of trading
ahead or withholding an order in the
future by designating these as specific
criminal offenses in addition to fraud.
Not only would this narrow the defini-
tion of fraud with regard to trading
ahead by floor brokers but this would
also clearly restrict trading ahead or
withholding an order by FCM's and
their employees, who are not currently
prohibited from trading ahead by
CFTC rules.

My original intent was to offer an
amendment to this effect this morn-
ing. However, some concern has been
expressed that language narrowing
the definition of fraud may be inter-
preted in the Chicago prosecution as
invalidating it. To prevent this possi-
bility, I am not going to offer my
amendment now. But I plan to intro-
duce and actively promote this legisla-
tion once the Chicago investigation
has been completed and I hope that I
can count on the subcommittee chair-
man and Members support.
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Mr. ENGLISH. Madam Chairman,
will the gentleman yield?

Mr. TALLON. 1 yield to the gentle-
man from Oklahoma.

Mr. ENGLISH. I thank the gentle-
man for yielding. .

Madam Chairman, I just want to say
that I do not think there is any ques-
tion as far as the sentiment of the
committee is concerned, and I would
think the sentiment of the entire Con-
gress, is along the lines the gentleman
is talking about. As he well knows,
there are prosecutions taking place, in-
dictments have come down. As soon as
that is cleared out of the way so there
is no question of in any way muddying
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the water, I want the gentleman to
know that I intend to hold hearings
and look into the legislation that he
has. I think certainly in spirit every-
one is with him.

Mr. TALLON. I certainly want to
thank the chairman of the subcommit-
tee, the gentleman from Oklahoma
[Mr. ENcLISH], who has done such an
outstanding job on this legislation,
and I look forward to working with
him on this in the future.

Mr. COLEMAN of Missouri. Madam
Chairman, will the gentleman yield?

Mr. TALLON. I yield to the gentle-
man from Missouri.

Mr. COLEMAN of Missouri. Madam
Chairman, I thank the gentleman for
yielding.

We have had our differences over
the gentleman’s amendment in com-
mittee. I have always said that the
gentleman has the highest and most
positive motive for offering his amend-
ment. And I agree with what the
chairman said. I agree with what the
gentleman from South Carolina [Mr.
TaLLon] has said, that trading ahead
of your customer is in fact a violation
of the antifraud section of the current
law which is incorporated into this
bill. The gentleman is absolutely right;
the 46 indictments pending in Chica-
go, I believe every one of them has, as
part of the charge, trading ahead as
interpreted under the antifraud sec-
tion of the law.

So the gentleman is absolutely cor-
rect. We do not need to do anything
additional.

We do not need to jeopardize pend-
ing cases by questioning and raising
the guestion as to whether or not we
included this originally.

We all agree that we included it
originally. What the gentleman wants
to do is to make it easier in the future,
at a future dote when these investiga-
tions have culminated and proper
notice has been given to the Justice
Department so that they can wrap up
these investigations and prosecutions.

I thank the gentleman for withhold-
ing this amendment on the floor and
thank him for yielding.

Mr. TALLON. I thank the ranking
member of the subcommittee, the gen-
tleman from Missouri [Mr. COLEMAN],
and commend him for the diligent and
hia.rd work he has done on this legisla-
tion.

AMENDMENT OFFERED BY MR. SMITH OF IOWA

Mr. SMITH of Iowa. Madam Chair-
man, I offer an amendment.

The Clerk read as follows:

Amendment offered by Mr. SmitH of
Iowa:

On page 7, line 7 insert after “paragraph
(1) the following: “If the Commission de-
termines that such exception is in the
public interest and”.

Mr. SMITH of Iowa. Madam Chair-
man, the purpose of this amendment
is to require the CFTC to find that
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any exemption from CFTC regulations
prohibiting dual trading is consistent
with the public interest before the ex-
change can qualify for the exception.
Smaller exchanges are exempt so the
legislation refers to larger exchanges.

As this section is currently drafted, a
contract market is entitled to an ex-
ception to the dual trading prohibition
if it can demonstrate that its surveil-
lance system and procedures are ade-
quate to detect violations and are fully
verifiable. Any exception would result
in many hours of additional work to
assure that the exchange remains
qualified for the exception. Until or
unless an exchange employs a fully
computerized system, I don't believe
an exception could be justified but my
amendment would make it clear that
the CFTC’s principal goal and func-
tion is to regulate the futures industry
in a way that protects the public inter-
est in these important financial insti-
tutions and that before the CFTC
issues an order granting an exception
to any exchange under this section
that the CFTC makes a determination
that the public interest is also protect-
ed.

Mr. EncLisH, one of the sponsors of
this legislation, and the chairman of
the subcommittee with jurisdiction
over this bill has repeatedly and I be-
lieve correctly asserted that the pur-
pose of this legislation is to ensure
that we have a fair system for regulat-
ing commodity futures transactions
that recognizes that protecting the
public interest is the first priority. I
believe that this amendment is consist-
ent with that purpose.

Mr. ENGLISH. Madam Chairman,
will the gentleman from Iowa yield?

Mr. SMITH of Iowa. I yield to the
gentleman from Oklahoma.

Mr. ENGLISH. 1 thank the gentle-
man for yielding.

Madam Chairman, I think the gen-
tleman is absolutely correct. There is
no question there should be no action
taken by the exchanges unless it is in
the public interest. That is one of the
founding requirements, I think, for
the exchanges’ very existence. I think
the gentleman makes a good point by
underscoring that once again.

Mr. COLEMAN of Missouri. Madam
Chairman, will the gentleman yield?

Mr. SMITH of Iowa. I yield to the
gentleman from Missouri.

Mr. COLEMAN of Missouri. I thank
the gentleman for yielding.

Madam Chairman, we certainly sup-
port what the gentleman is doing and
have no opposition to it.

Mr. MARKEY. Madam Chairman, I
move to strike the last word and I rise
in support of the amendment.

Madam Chairman, I rise in very
strong support of the gentleman from
Iowa’s amendment. I think it repre-
sents a very important contribution in-
creasing enforcement in this area.
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I also would like to compliment the
chairman of the full committee, the
gentleman from Texas [Mr. DE La
Garzal and the subcommittee chair-
man, the gentleman from Oklahoma,
[Mr. EncrisH] who have aggressively
put together a piece of legislation
today which I think should be sup-
ported by all Members.

In looking at Mr. SMITH'S amend-
ment, I think that we have to reflect
also upon related issues that have to
be dealt with if we are to get at the
heart of what has been uncovered
through the 46 indictments of com-
modity traders in Chicago just weeks
ago. We must ultimately correct what
it was that these traders were exploit-
ing in the trading system and discover
why such an attractive opportunity
existed for so many traders to defraud
investors across this country.

On August 2, 1989, according to the
Chicago Tribune,

[a] Federal grand jury charged 46 com-
modity traders * * * with systematically
cheating hundreds of customers, in Chica-
go's futures markets in the first indictments
from one of the most sweeping financial
fraud investigations in history.

News of these indictments had been
publicized earlier in the year. The ex-
changes, the regulatory authorities,
the U.S. Congress, the General Ac-
counting Office initiated reviews of
trading and surveillance systems to as-
certain what systematic and regula-
tory shortcomings allowed such illegal
activity to flourish.

On Friday of this past week the
General Accounting Office released its
findings before the Senate Committee
on Agriculture.

Senator Leany requested that the
GAO examine the audit trail system in
place at the exchanges and put forth
recommendations to improve such sys-
tems to prevent ongoing and future
market abuses.

Here is what the GAO concluded:

Weaknesses in controls over futures trad-
ing provide dishonest floor participants with
the opportunity to cheat customers by non-
competitively executing orders and to con-
ceal this cheating by manipulating the re-
corded price and time of trades.* * * [Mlost
of the types of abuses alleged in the Justice
Department indictments could also have
been detected and documented with inde-
pendent, precise, and complete timing of
trades. CFTC needs to require that the ex-
changes achieve this result. To the extent
that trade timing and, therefore, sequencing
remain imprecise, surveillance systems that
use this information will have limited abili-
ty to detect trading rule violators.

The piece of legislation which we are
considering on the floor at this time
unfortunately has been put together
in a timeframe which has made it im-
possible to include the GAO recom-
mendations. That is understandable.

However, it is the full intention of
the Senate Agriculture Committee to
include the recommendations of the
GAO concerning this audit trail issue.
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It is my hope that the conference
committee will be able to work out lan-
guage to eliminate the regulatory
black hole which has been exploited
by the 46 traders who have been in-
dicted and by others who have not
been apprehended.

I think that the GAO’s recommen-
dations can be worked out over the
next several weeks, even though it was
difficult to do so in the short time-
frame provided for consideration of
the House bill.

Mr. ENGLISH. Madam Chairman,
will the gentleman yield?

Mr. MARKEY. I yield to the gentle-
man from Oklahoma.

Mr. ENGLISH. I thank the gentle-
man for yielding.

Madam Chairman, I think the gen-
tleman is correct. Certainly we want as
precise, as independent, as complete a
system as we possibly can have, if we
can figure out exactly what that defi-
nition is. I think that is a goal we
ought to go for.

I think it also needs to be recognized
that certainly the legislation that we
have before us would move us to the
definition that the General Account-
ing Office has defined, namely to the
extent that we have announcements
by the two largest exchanges in this
country that they are going to a hand-
held computerized system which is, as
I understand it, while the GAO cannot
define what they mean, this would fit
in it, whatever a complete and precise
definition may be.
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The CHAIRMAN pro tempore (Ms.
SrLavuGHTER of New York). The time for
the gentleman from Massachusetts
has expired.

(On the request of Mr. ENngLIsH and
by unanimous consent, Mr. MARKEY
was allowed to proceed for 2 additional
minutes.)

Mr. MARKEY. I yield to the gentle-
man from Oklahoma.

Mr. ENGLISH. The other point,
that while we are moving rapidly in
that direction, obviously, as far as the
futures industry is concerned, and it
appears that that definition is already
on the way of being met, I think we
have also to make sure, and I know
the gentleman is interested in dealing
with the securities industry as well. It
is my understanding that the securi-
ties market, that 20 percent of the
volume of the New York Stock Ex-
change and American Exchange would
meet that definition, which means 80
percent would not. Fifteen percent of
the trades in the Chicago Board of
Options Exchange would meet that
definition. Only 7 percent of those of
the National Association of Securities
Dealers. There is a lot of room on both
sides of the security and futures indus-
try as far as dealing with that, and I
hope the gentleman is coming here of-
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fering that he will work with Mem-
bers, and can give Members assurance
that we will see that same kind of pre-
cision, and the same kind of far-reach-
ing efforts coming forth from his own
subcommittee as we have had coming
forth from this subcommittee.

Mr. MARKEY. Madam Chairman, if
I could reclaim my time, the gentle-
man from Oklahoma is precisely cor-
rect. What we find right now is, across
the securities and the futures market,
regulators are relying on the honor
code. We are relying on the individual
trader, who has an economic interest
in the outcome of the trade, in being
honest with regard to his relationships
with the customer. So I agree with the
gentleman, improvements have to be
across the board, and I am glad the
subcommittee chairman has identified
and agreed to rectify problems in this
bill, and, to the extent possible, use
these reforms as a model for other
marketplaces. I would emphasize the
point made by the gentleman from
Oklahoma, that the GAO did under-
take a comparison between the securi-
ties and futures markets and found
that a percentage of security transac-
tions already meet the standard advo-
cated by the GAO—namely, that such
trades are independently, precisely,
and completely recorded. In addition,
the GAO found that the futures ex-
changes were spending approximately
$10.7 million on regulatory budgets
and staffs, while the securities ex-
changes were spending $165.2 million.

I firmly believe that the securities
markets have attained higher stand-
ards on terms of audit trails, and that
the futures exchanges should follow
suit.

We have a system that works some-
thing like this: There are cards that
have to be filled out on the floor. The
cards indicate trading information—
the amount, and a time bracket, but
the card is left in the hands of the
trader. The trader then, in the course
of the day, has the ability to modify
the time bracket and trading informa-
tion on the trading card, in a way that
could be to his benefit, and in such a
way would be able to protec. himself
against losses that might affect his
own business.

So what we are trying to do now is to
cut down the amount of time and op-
portunity that the trader would have
to alter the time that the trade oc-
curred and other information, so that
such information would be locked in.
The audit trail standard which is in
this present bill, is to be able to verify
trades within a 1-minute standard,
with the goal to get down to 30 sec-
onds. But what we have to ask in addi-
tion is, how much time do we want
traders to have in order to hand trad-
ing information in? Do we want such
information in their possession, or do
we want to independently verify what
they have stated happened which af-

CONGRESSIONAL RECORD—HOUSE

fects investors’ money. I think what
we have to really achieve as our goal is
to get the recording of such trading in-
formation to Yoo of a second.

The CHAIRMAN pro tempore. The
time of the gentleman from Massachu-
setts has expired.

(By unanimous consent, Mr. MARKEY
was allowed to proceed for 2 additional
minutes.)

Mr. MARKEY. In essence, what we
are trying to do is make sure that the
traders are forced to put down the
exact time in which the trade oc-
curred, so that there is confidence
that the marketplace is protecting the
investor over the trader.

What I would like to suggest to the
gentleman is that this goal should
apply across the entire financial mar-
ketplace, and ought not just be re-
quired in the Chicago marketplace. It
ought to be uniform. I understand the
difficulty in trying to come up with
definitions at this time that would
define with precision, what “independ-
ently” means and what types of tech-
nologies we might be encouraging. But
I think it is very important that we es-
tablish unequivocally as our goal that
we restore investor confidence in the
marketplace, and that the trader not
be able to alter a trade for his benefit,
ex post facto, after the fact, to the dis-
advantage of an investor. As long as
we make that our unequivocal goal to
adopt the GAO recommendation that
trades be independently, precisely and
completely recorded—I would be
happy.

Madam Chairman, I yield to the
gentleman from Iowa.

Mr. SMITH of Iowa. The gentleman
has raised very important matters
here. Until we get computerized trad-
ing, we will have the problem. That is
the answer to it. In the meantime, let
me recall that a few years ago, I be-
lieve it was some of the staff down at
the CFTC Commission that suggested,
they suggested that the pencil or the
pen that they used have at the top
ends of it a little clock, and a little
stamp. All they had to do was turn it
upside down and stamp the time. That
was ridiculed. Members cannot believe
how they ridiculed it. It is still a better
idea than anything they have come up
with.

Mr. MARKEY, I thank the gentle-
man, and yield to the gentleman from
Texas [Mr. pE LA GARzA].

Mr. pE LA GARZA. If the gentleman
will proceed, I have some comments
after the gentleman concludes.

Mr. ENGLISH. Madam Chairman, if
the gentleman will yield, I will be
happy to work with the gentleman,
and hopefully we can bring the securi-
ties industry regulation up to the level
that we find in this legislation for fu-
tures industry.

Mr. MARKEY. The gentleman will
work with Members to include the
GAO recommendations?
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Mr. ENGLISH. If the gentleman will
yield, we are always happy to work
with everyone.

Mr. pE 1A GARZA. Madam Chair-
man, I move to strike the requisite
number of words.

I rise primarily to thank and com-
mend our distinguished colleague from
Iowa, and say that we have no prob-
lem with his amendment. As a matter
of fact, we think that it is a welcome
and forceful addition to our legisla-
tion. Our commitment is, and I appre-
ciate the gentleman from Massachu-
sett’s concern, we share his concern.
We have tried to address, to the
utmost possible, those concerns in the
legislation before the Members.

This amendment adds a little bit
more. The goal, of course, is the same:
that we would like for the public to be
protected to the nth degree if at all
possible, There is a mechanical func-
tion to it, even the fastest computer
has its failures, so it is very easy for
Members sometimes to say this is
what we would like done, but whether
it can be done or not remains to be
seen. So we need to proceed as best we
can to the utmost that we can, to con-
tinue working to that ultimate goal.

Correcting human error, we cannot
do. Many thousands of years ago it
was written in stone, “Thou shall not
kill.” Every country in the world has
incorporated this into their basic law,
“Thou shall not kill,” They are doing
so every day. So the propensity of the
human element for weakness in some
areas connot be eradicated, but our
concern and our commitment here is
that we would provide the commission,
and hopefully will implement in the
trading pits, and in the futures indus-
try, the tools necessary to limit that
element to the nth degree.

The gentleman from Iowa has been
very diligent in working with Members
on this legislation. His advice and
counsel has been of utmost value. We
would be very happy to accept his
amendment.

The CHAIRMAN pro tempore. The
question is on the amendment offered
by the gentleman from Iowa [Mr.
SMITH].

The amendment was agreed to.

AMENDMENT OFFERED BY MR. TAUKE

Mr. TAUKE. Madam Chairman, I
offer an amendment.
The Clerk read as follows:

Amendment offered by Mr. TAUKE:
At the end of title II, add the following:

SEC. 216. INVESTIGATION OF CERTAIN TRADING IN
SOYBEAN FUTURES.

(a) INvESTIGATION.—The Comptroller Gen-
eral of the United States shall conduct an
investigation to determine with respect to
each person who was a member of the board
of directors of the Chicago Board of Trade
on July 11, 1989—

(1) whether such person voted in favor of
the order issued on July 11, 1989, by the
Chicago Board of Trade to compel the sale
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of certain contracts of sale of soybeans for
delivery in July 1989; and

(2) such person’s holdings at the end of
July 9, 1989, at the end of July 10, 1989, and
at the end of July 11, 1989, of—

(A) contracts of sale of soybeans for deliv-
ery in July 1989; and

(B) options on such contracts.

(b) REPORT.—Not later than January 1,
1990, the Comptroller General shall trans-
mit to the Speaker of the House of Repre-
sentatives and the President pro tempore of
the Senate a report—

(1) stating the results of the investigation
required by subsection (a); and

(2) containing recommendations regarding
any legislative or administrative action con-
sidered by the Comptroller General, based
on such investigation, to be appropriate.

In the table of contents, insert the follow-
ing after the item relating to section 213:
Sec. 216. GAO investigation of certain trad-

ing in soybean futures.

Mr. TAUKE (during the reading).
Madam Chairman, I ask unanimous
consent that the amendment be con-
gidered as read and printed in the
RECORD.

The CHAIRMAN pro tempore. Is
there objection to the request of the
gentleman from Iowa?

There was no objection.

Mr. TAUKE. Madam Chairman, I
want to take this opportunity to com-
mend the chairman of the subcommit-
tee, the gentleman from Oklahoma,
and the ranking Republican, the gen-
tleman from Missouri for the out-
standing work they have done on this
legislation. I think that this legislation
is a major step forward in restoring
public confidence in the commodities
market.

Madam Chairman, as Members
know, that confidence was shattered
to some extent on July 11 when the di-
rectors of the Chicago Board of Trade
ordered the emergency sale of large
holdings of dry soybean futures. That
order, obviously, has been the subject
of a good deal of discussion since that
time, and the chairman of the Com-
modity Futures Trading Commission
and I have had several conversations
relating to it, and the CFTC has inves-
tigated and is investigating what hap-
pened during that period in July.

However, information that I have re-
ceived personally, and quite by hap-
penstance from a number of people
who have been directly involved in
trading on the Board of Trade, had
suggested to me that there may be
problems with the way in which the
CFTC has conducted that investiga-
tion. Therefore, this amendment calls
for the General Accounting Office to,
in essence, review what the CETC is
doing, and determine for itself exactly
what happened, and whether or not
there were improprieties connected
with the July 11 order.
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So, Madam Chairman, I hope that
the committee will accept this amend-
ment to have the GAO investigate this
incident.
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Mr. pE LA GARZA, Madam Chair-
man, will the gentleman yield?

Mr, TAUKE., I am happy to yield to
the gentleman from Texas.

Mr. DE 1A GARZA. Madam Chair-
man, we appreciate the gentleman’s
concern, and we will be very happy to
work with him. I wonder, however, if I
might not explain to the gentleman, in
order that we might not put an addi-
tional burden on the legislation, that
we already have an amendment that
requests a GAO report. We were going
to do so nonetheless in some areas of
concern, and if I could assure the gen-
tleman that his request would be in-
corporated into our request to the
GAOQO, I wonder if that would take care
of his interest. That would be our com-
mitment that the content of his
amendment and his desire would be in-
corporated in our request to the GAO
with other matters.

Would this satisfy the gentleman’s
concern?

Mr. TAUKE. Madam Chairman, my
objective is simply to get the GAO to
look at it, and I would be very pleased
to have the support of the gentleman
in assuring that that would be estab-
lished. I am not insisting that it be in-
cluded in the legislation as long as it
f.an be assured that the GAO willi do
t.

Mr. ENGLISH. Madam Chairman,
will the gentleman yield?

Mr. TAUKE. I am happy to yield to
the gentleman from Oklahoma.

Mr. ENGLISH, Madam Chairman, I
would also point out that there is
report language on the bill as it stands
right now. I concur with what the
chairman of the committee is saying,
that we should get the GAO in it. We
also have the CFTC in the report lan-
guage that is charged with this re-
sponsibility as well. So I do not think
it hurts to have both the CFTC and
the GAO look at it.

Mr. TAUKE. Madam Chairman, I
thank the gentleman from Oklahoma.

As I pointed out earlier, in essence
what I want to make certain of is that
the GAO is looking at what the CFTC
is doing to insure that the investiga-
tion is complete.

Madam Chairman, with the assur-
ances of the chairman of the commit-
tee that this would be included in a re-
quest for a broader study, I ask unani-
mous consent to withdraw the amend-
ment.

The CHAIRMAN pro tempore (Ms.
SravcHTER of New York). Is there ob-
jection to the request of the gentle-
man from Iowa?

There was no objection.

Mr. pE 1A GARZA. Madam Chair-
man, I move to strike the last word.

Madam Chairman, we have covered
the extent of explanation of the legis-
lation, we have engaged in the collo-
quys that have been offered, and the
amendments that Members have of-
fered have been addressed. We find
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ourselves in an awkward situation, in
that we have a member of our commit-
tee who was to have offered several
amendments, and we had agreed with
him that we would protect him. Unfor-
tunately, he had to be absent from the
floor for a few minutes here during
this time. We have been asked by the
leadership to rise, whether we have
concluded or not, at 12:45 in order
that Members might participate in the
memorial service to our dear departed
colleague, Mr. Leland.

Mr. ENGLISH. Madam Chairman,
will the gentleman yield?

Mr. pE LA GARZA., I yield to the gen-
tleman from Oklahoma.

Mr. ENGLISH. Madam Chairman, I
just want to say that with regard to
our colleague, the gentleman from
Louisiana [Mr. Huckasy], he did have
three amendments he wanted us to
look at. We are carefully weighing
those amendments, and I think they
could be disposed of rather gquickly.
But I do think the chairman of the
committee is correct, that the proper
thing to do is to protect the gentleman
from Louisiana and give him the op-
portunity to offer his amendments.

Mr. pE LA GARZA. Madam Chair-
man, I have been informed that the
leadership will allow us to conclude
this legislation after the Leland me-
morial. All that would be left would be
the amendments to be offered by the
gentleman from Louisiana [Mr. Huck-
ABY] and they, I think, can be disposed
of promptly.

So with that, Madam Chairman, I
move that the Committee do now rise.

The motion was agreed to.

Accordingly the Committee rose and
the Speaker pro tempore [Mr. TALLON]
having assumed the chair, Ms. SLAvcH-
TER 0of New York, Chairman pro tem-
pore of the Committee of the Whole
House on the State of the Union, re-
ported that that Committee, having
had under consideration the bill (H.R.
2869) to amend the Commodity Ex-
change Act to improve the regulation
of futures and options traded under
rules and regulations of the Commodi-
ty Futures Trading Commission, estab-
lish registration standards for all ex-
change floor traders, restrict practices
which may lead to the abuse of out-
side customers of the marketplace, re-
inforce development of exchange audit
trails to better enable the detection
and prevention of such practices, es-
tablish higher standards for service on
governing boards and disciplinary
committees of self-regulatory organi-
zations, enhance the international reg-
ulation of futures trading, regularize
the process of authorizing appropria-
tions for the Commodity Futures
Trading Commission, and for other
purposes, had come to no resolution
thereon.
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RECESS

The SPEAKER pro tempore. Pursu-
ant to the order of the House of Tues-
day, September 12, 1989, the Chair de-
clares the House in recess subject to
the call of the Chair to allow Members
to attend the memorial service for the
late honorable Mickey Leland of
Texas. The recess will continue until
approximately 2 p.m. Bells will be
rung 15 minutes before the House re-
convenes.

Accordingly (at 12 o'clock and 35
minutes p.m.), the House stood in
recess until approximately 2 p.m., sub-
ject to the call of the Chair.
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AFTER RECESS

The recess having expired, the
House was called to order by the
Speaker pro tempore (Mrs. BogGs) at 2
o’clock and 25 minutes p.m.

COMMODITY FUTURES
IMPROVEMENT ACT OF 1989

The SPEAKER pro tempore. Pursu-
ant to House Resolution 235 and rule
XXIII, the Chair declares the House
in the Committee of the Whole House
on the State of the Union for the fur-
ther consideration of the bill, H.R.
2869.
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IN THE COMMITTEE OF THE WHOLE

Accordingly the House resolved
itself into the Committee of the
Whole House on the State of the
Union for the further consideration of
the bill (H.R. 2869) to amend the Com-
modity Exchange Act to improve the
regulation of futures and options
traded under rules and regulations of
the Commodity Futures Trading Com-
mission, establish registration stand-
ards for all exchange floor traders, re-
strict practices which may lead to the
abuse of outside customers of the mar-
ketplace, reinforce development of ex-
change audit trails to better enable
the detection and prevention of such
practices, establish higher standards
for service on governing boards and
disciplinary committees of self-regula-
tory organizations, enhance the inter-
national regulation of futures trading,
regularize the process of authorizing
appropriations for the Commodity Fu-
tures Trading Commission, and for
other purposes, with Mr. AvuCoIn,
Chairman pro tempore, in the chair.

The Clerk read the title of the bill.

The CHAIRMAN pro tempore.
When the Committee of the Whole
rose earlier today, the bill was open
for amendment at any point.

Are there further amendments to
the bill?

AMENDMENTS OFFERED BY MR. HUCEABY

Mr. HUCKABY. Mr. Chairman, I

offer three amendments, and I ask
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unanimous consent that they be con-
sidered en bloc.

The CHAIRMAN pro tempore. Is
there objection to the request of the
gentleman from Louisiana?

There was no objection.

The CHAIRMAN pro tempore. The
Clerk will report the amendments.

The Clerk read as follows:

Amendments offered by Mr. HuCkABY:

At the end of title II of the bill insert the

following new section:
SEC. . MONITORING OF MARGINS ON EQUITY
INDEX INSTRUMENTS.

Section 2(a) of the Commodity Exchange
Act (7T U.S.C. 2, 2a, 4, and 4a) is amended by
adding at the end the following:

“(12XA) The Commission shall monitor
the margin level initially required and sub-
sequently maintained on any contract of
sale for future delivery of a group or index
of equity securities (or any interest therein
or based upon the value thereof) to ensure
that such margin level is sufficient—

“(i) to maintain the integrity of the fu-
tures markets; and

“(ii) to protect the public interest.

“(B) If the Commission determines that
such margin level on any such contract pre-
sents a clear and present danger to the in-
terests specified in subparagraphs (A)i) and
(AXii), the Commission shall, after consul-
tation with the relevant contract market
take such action as it deems necesary to
ensure that such margin level is sufficient
to protect such interests, If the Commission
takes action pursuant to this subparagraph
with respect to any contract market, the
Commission may, notwithstanding the pro-
visions of section 5a(12), require such con-
tract market to submit all rules, as defined
in section 5a(12), relating to the setting of
levels of margin to the Commission for the
Commission’s prior approval or for review in
accordance with the ten-day notice provi-
sions of section 5a(12).”.

In the table of contents, insert the follow-
ing item in the appropriate place:

Sec. . Monitoring of margins on equity
index instruments.

At the end of title II of the bill insert the
following new section:

SEC. . unug?;nmu OF INDEX ARBITRAGE TRAD-

Section 2(a) of the Commodity Exchange
Act (7T U.8.C. 2, 2a, 4, and 4(a) is amended by
adding at the end the following:

“(12)(A) The Commission shall monitor
arbitrage trading, including the use of com-
puters to execute such arbitrage trading, on
contracts of sale for future delivery of a
group or index of equity securities (or any
interest therein or based upon the value
thereof) to ensure that such arbitrage trad-
ing does not—

“(i) threaten the integrity of the futures
markets;

“(ii) create excessive volatility in the fu-
tures markets; or

“(iii) otherwise adversely affect the public
interest.

“(B) It is the sense of Congress that if the
Commission determines that such arbitrage
trading presents a clear and present danger:

“(i) to the integrity of the futures mar-
kets;

“(ii) of creating excessive volatility in the
futures markets; or

“(iii) of otherwise adversely affecting the
public interest;
the Commission should take such action
pursuant to its existing authority as it
deems necessary to ensure that such arbi-
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trage trading does not present such a clear
and present danger.”.

In the table of contents, insert the follow-
ing item in the appropriate place:

Sec. . Monitoring of Index arbitrage
trading.

At the end of title IT of the bill insert the
following new section:

SEC. .COMPUTERIZED FUTURES TRADING.

(a) Stupy.—The Commodity PFutures
Trading Commission (hereinafter in this
section referred to as “the Commission”)
shall conduct a study to determine—

(1) whether it is or may be feasible for all,
or substantially all, trading in futures and
options subject to the jurisdiction of the
Commission under the Commodity Ex-
change Act to be conducted by a system of
computers or by other electronic means; and

(2) whether such a system of trading
would enhance access to the futures and op-
tions markets by potential market partici-
pants, improve the ability of the Commis-
sion to audit the activities of the futures
and options markets, reduce the opportuni-
ty for trading abuses, and otherwise be in
the public interest.

(b) ReporT.—Not later than two years
after the date of enactment of this Act, the
Commission shall submit to the Committee
on Agriculture of the House of Representa-
tives and the Committee on Agriculture, Nu-
trition, and Forestry of the Senate a report
containing the results of the study conduct-
ed under subsection (a), together with any
appropriate recommendations.

(¢) PiLor ProGraM.—Effective two years
after the date of enactment of this Act, the
Commission shall establish a pilot program
to collect information on, and encourage,
the use of computers and other electronic
means to effect trading in the futures and
options markets within the regulatory juris-
diction of the Commission.

In the table of contents, insert the follow-
ing item in the appropriate place:

Sec. .Computerized futures trading.

Mr. HUCKABY (during the read-
ing). Mr. Chairman, I ask unanimous
consent that the amendments be con-
sidered as read and printed in the
RECORD.

The CHAIRMAN pro tempore. Is
there objection to the request of the
gentleman from Louisiana?

There was no objection.

Mr. HUCKABY. Mr. Chairman, I
have three amendments pending
before the committee at this time.
Two of these amendments regard the
commodity futures trading as far as
equity index futures contracts are con-
cerned.

As the gentleman from Iowa pointed
out this morning, we call this a com-
modity futures trading commission,
but we have evolved today into numer-
ous other type contracts. I will give my
colleagues an example.

I have in my hand this morning’s
Wall Street Journal. There is page
after page of stock lists, the New York
Stock Exchange. Then over here is
one little column titled “Futures.”
Yesterday there were more dollars
traded right here than in the entire
New York Stock Exchange combined.
That takes place every day in the
United States. More dollar volume is
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traded on the S&P 500 futures in Chi-
cago than the entire New York Stock
Exchange.

Back prior to October 1987 that
volume doubled. Today one can buy a
$175,000 contract, S&P futures con-
tract in Chicago for $9,000, 5 percent
margin requirement.

One of the amendments that I have
pending before us simply states that
the CFTC shall monitor the margin
levels required by the Chicago Mer-
cantile Exchange for the S&P 500
Index and other such type futures in-
dexes, and shall see that such margin
levels are sufficient to maintain the in-
tegrity of the futures market and to
protect the public interest.

A second amendment does the same
in the area regarding index arbitrage
and says that the CFTC shall monitor
the activities of index arbitrage to pro-
tect the public interest.

And finally, Mr. Chairman, the third
amendment requires a feasibility
study of computerized futures trading
to authorize the computerized futures
trading pilot project in the future.

I would suggest that we are ap-
proaching the time that we evolve into
computers during trading instead of
the open cry pit system that we have
today. This is the first step to move in
this direction.

Mr. ENGLISH. Mr. Chairman, will
the gentleman yield?

Mr. HUCKABY. I yield to the gen-
tleman from Oklahoma.

Mr. ENGLISH. I thank the gentle-
man for yielding.

Mr. Chairman, with regard to the
gentleman’s first amendment I did
want to clarify it. There is a provision
in there that would state that should
the Commission take this emergency
action that changes could not be made
in margins without the approval of
the Commission, there the gentleman
is speaking only of lowering the mar-
gins, is that not correct? If the ex-
change found it necessary under those
conditions to increase the margins, he
would not object, is that correct?

Mr. HUCKABY. Yes, the gentleman
is absolutely correct.

Mr. ENGLISH. This would apply
only in that type of situation in which
the Commission had previously taken
action?

Mr. HUCKABY. Yes, that is correct.
The Commission is required first of all
to consult with the exchange and then
if they cannot reach agreement then
they take action and then after that
action is taken for the exchange to
take any other action lowering, only
lowering, would they have to go to
that, just as the gentleman pointed
out.

Mr. DE LA GARZA. Mr. Chairman,
will the gentleman yield?

Mr. HUCKABY. I yield to the chair-
man, the gentleman from Texas [Mr.
DE LA GARzZA].
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Mr. pE 1A GARZA. I thank the gen-
tleman for yielding.

I thank the gentleman for his coop-
eration in working with us in drafting
the amendments so that they might
comply with what we perceive to be
the intent. We will be very happy to
accept the amendments on this side
pending further colloguy with mem-
bers of the minority, the ranking mi-
nority member and the chairman of
the subcommittee, and if there be any
further question by the chairman of
the subcommittee getting that in
order, then we will be happy to accept
the gentleman’s amendments.

Mr. MADIGAN. Mr. Chaiman, will
the gentleman yield?

Mr. HUCKABY. I yield to the gen-
tleman from Illinois.

Mr. MADIGAN. I thank the gentle-
man for yielding.

Mr. Chairman, I asked the gentle-
man to yield so that I might very
briefly engage the distinguished chair-
man of the full committee in a brief
colloquy.

As I understand we are under some
time constraints here because there is
business coming behind this that
people have been waiting on. My un-
derstanding of where we are right now
is that we have agreed so as to expe-
dite the procedure, we have agreed to
accept the amendments en bloc by the
gentleman from Louisiana with the
understanding that as the process goes
forward and we approach the confer-
ence, if we can find language that
more clearly addresses the objectives
of the gentleman from Louisiana, that
the distinguished chairman of the
committee and myself will be receptive
to looking at that language.

Is that the understanding of the
gentleman from Texas?

Mr. pE 1A GARZA. If the gentleman
would yield further, that is the under-
standing, that if any better language
or more concise language or more
finite language to express the intent
that all of us agree on, that we would
be receptive to that language.

Mr. MADIGAN. If the gentleman
would yield further, with that under-
standing and recognizing the desire to
move along here, I would raise no ob-
jection to the amendments en bloc.

Mr. HUCKABY. I thank the gentle-
man.

As the gentleman from Missouri is
concerned, and the gentleman from Il-
linois, existing authority as we under-
stand it only applies for emergency sit-
uations, emergency being defined
when a market has been cornered or
adverse impact by a foreign govern-
ment.

This amendment attempts to go
beyond that to protect the public in-
terest, which is what I think we all
desire and feel that the regulatory
agency of this Congress should do.

Mr. COLEMAN of Missouri. Mr.
Chairman, will the gentleman yield?
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Mr. HUCKABY. I yield to the gen-
tleman from Missouri.

Mr. COLEMAN of Missouri. I thank
the gentleman for yielding.

Mr, Chairman, as previously stated,
I am not going to make an issue of the
gentleman’s amendments. I do not
think, still, that I agree with him on
the first one. We will try to make it
better in conference if that is possible.

I just want to understand that we
are not confusing margin require-
ments in the futures industries and
trying to somehow equate them with
margin requirements in the securities
industries. They are two different
types. The securities margins are a
down payment on the stock in ques-
tion, it is a credit arrangement. In the
futures industry it is basically a per-
formance bond to make sure both
buyer and seller can perform the con-
tract.

The CHAIRMAN pro tempore (Mr.
AvuCoIN). The time of the gentleman
from Louisiana [Mr. HuckagY] has ex-
pired.

(By unanimous consent Mr. Huck-
ABY was allowed to proceed for 2 addi-
tional minutes.)

Mr. HUCKABY. I continue to yield
to the gentleman from Missouri.

Mr. COLEMAN of Missouri. I thank
the gentleman.

So under the understanding we have
I will not oppose or object to the gen-
tleman’s procedure; but at least let the
record show that I am not totally sup-
portive of what the gentleman is
doing. I frankly do not think we have
had a need. We have not had evidence
presented to the committee that this
needs to be done in this particular bill.
I hope that we will be able to resolve
this in conference.

The gentleman’s amendment at first glance
appears harmless enough, but subparagraph
(B) gives the Commission control of margin-
setting authorities. The CFTC now has that
authority only if it should declare a market
emergency.

The setting of margins is a key to the oper-
ation of futures markets, and this self-regula-
tory obligation of the exchanges should be left
exactly where it now is—with the exchanges.

Following the 1987 market break, each reg-
ulator and the Congress looked carefully at
the role of futures margins. While the Brady
report examined margin-setting authorities and
ultimately recommended that margins should
be consistent across markets, the Presidential
Working Group later repudiated that recom-
mendation.

Let me quote from the Working Group’s
report:

While margins requirements may be
thought to serve a variety of purposes, the
crucial one analyzed—by the Working
Group—is the setting of margin require-
ments to yield a reasonable level of protec-
tion against default, i.e., prudential mainte-
nance margins,

| do not understand why we need to get
into the discussion of margins today. They
have been thoroughly examined. Even though
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we use the term “margins” in both securities
and futures markets, they are completely dif-
ferent. Securities margins is a downpayment
on the price of the stock; it is a credit arrange-
ment. As the Working Group noted—for those
of my colleagues who are not familiar with the
Presidential Working Group on financial mar-
kets, let me add that this group is composed
of the Chairman of the Federal Reserve,
Under Secretary for Finance in the Treasury
Department, and Chairmen of the CFTC and
the SEC: Federal financial regulators at the
highest levels—futures margins guard against
adverse price movements that might cause a
market user to defaull. Futures margins are a
performance bond required of both buyers
and sellers, and when in conjunction with fu-
tures markets’ marking to the market each
day, daily settlemerit in other words, futures
margins to make certain that market obliga-
tions are settled in full at the end of each day.

In the securities markets, final settlement
takes place in a week; in futures markets, if a
trader does not meet a margin call by the be-
ginning of the next trading day, he is out of
the market.

Because of this role of futures margins, they
are adjusted constantly, based on current
market conditions as well as historical data.
As the Chicago Board of Trade noted in a
report dated December 1987, during the first
10 months of that year, it made 163 margin
changes on 79 separate occasions. The Com-
mission is not in a position to adjust margins
when conditions demand it.

Quoting the Working Group once again:

The purpose of prudential margins is
maintaining the financial integrity of the
obligation, i.e., assuring that market partici-
pants who take positions in securities, fu-
tures, or options can fulfill their obligations
to brokers and other intermediaries so that
brokers and clearinghouses can fulfill their
obligations as well.

During the biggest market move in our Na-
tion's history, futures margins worked well. No
traders defaulted; the integrity of exchange
clearinghouses was maintained. There is no
reason to change this vital relationship be-
tween the Commission and the exchanges. |
oppose the amendment.

The CHAIRMAN pro tempore. The
question is on the amendments offered
by the gentleman from Louisiana [Mr.
Huckagyl.

The amendments were agreed to.

AMENDMENT OFFERED BY MR. DE LA GARZA

Mr. pE LA GARZA. Mr. Chairman, I
offer an amendment authorized by the
Committee on Rules.

The Clerk read as follows:

Amendment offered by Mr. DE LA GARZA:

S8EC. . AMENDMENT TO TITLE 5, UNITED STATES
CODE.

Section 3132(aX1XD) of title 5, United
States Code, is amended by inserting “the
Farm Credit Administration” after “Corpo-
ration,”.

Mr. pE LA GARZA. Mr. Chairman,
this is an amendment that has been
agreed to. It was inadvertently left out
of the Savings and Loan Institutions
Report.

The committee agrees that we
should move forward with it. The
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Committee on Rules has authorized us
to do so.

Mr. Chairman, I would urge my col-
leagues to adopt the amendment.

The CHAIRMAN pro tempore. The
question is on the amendment offered
by the gentleman from Texas [Mr. bE
1A GARzAl.

The amendment was agreed to.

The CHAIRMAN pro tempore. Are
there other amendments to the bill?

If not, the question is on the com-
mittee amendment in the nature of a
substitute, as amended.

The committee amendment in the
nature of a substitute, as amended,
was agreed to.

The CHAIRMAN pro tempore.
Under the rule, the Committee rises.

Accordingly the Committee rose;
and the Speaker pro tempore (Mr.
BarNArRD) having assumed the chair,
Mr. AuCoin, Chairman pro tempore of
the Committee of the Whole on the
State of the Union, reported that that
Committee, having had under consid-
eration the bill (H.R. 2869) to amend
the Commodity Exchange Act to im-
prove the regulation of futures and
options traded under rules and regula-
tions of the Commodity Futures Trad-
ing Commission, establish registration
standards for all exchange floor trad-
ers, restrict practices which may lead
to the abuse of outside customers of
the marketplace, reinforce develop-
ment of exchange audit trails to better
enable the detection and prevention of
such practices, establish higher stand-
ards for service on governing boards
and disciplinary committees of self-
regulatory organizations, enhance the
international regulation of futures
trading, regularize the process of au-
thorizing appropriations for the Com-
modity Futures Trading Commission,
and for other purposes, pursuant to
House Resolution 235, he reported the
bill back to the House with an amend-
ment adopted by the Committee of
the Whole.

The SPEAKER pro tempore. Under
the rule, the previous question is or-
dered.

Is a separate vote demanded on any
amendment to the committee amend-
ment in the nature of a substitute
adopted by the Committee of the
Whole? If not, the question is on the
amendment.

The amendment was agreed to.

The SPEAKER pro tempore. The
question is on engrossment and third
reading of the bill.

The bill was ordered to be engrossed
and read a third time, and was read
the third time.

The SPEAKER pro tempore. The
question is on the passage of the bill.

The question was taken and the
Speaker pro tempore announced that
the ayes appeared to have it.

Mr. de la GARZA. Mr. Speaker, I
object to the vote on the ground that
a q