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NOMINATIONS OF
CHRISTOPHER JAMES BRUMMER AND
BRIAN D. QUINTENZ TO BE
COMMISSIONERS OF THE
COMMODITY FUTURES TRADING COMMISSION

Thursday, September 15, 2016

UNITED STATES SENATE,
COMMITTEE ON AGRICULTURAL, NUTRITION, AND FORESTRY,
Washington, DC

The Committee met, pursuant to notice, at 10:00 a.m., in room
328A, Russell Senate Office Building, Hon. Pat Roberts, Chairman
of the Committee, presiding.

Present: Senators Roberts, Boozman, Perdue, Tillis, Stabenow,
Brown, Klobuchar, Bennet, Gillibrand, Donnelly and Casey.

STATEMENT OF HON. PAT ROBERTS, U.S. SENATOR FROM THE
STATE OF KANSAS, CHAIRMAN, U.S. COMMITTEE ON AGRI-
CULTURE, NUTRITION, AND FORESTRY

Chairman ROBERTS. I call this hearing of the Senate Agriculture,
Nutrition, and Forestry Committee to order. I welcome my col-
leagues, and colleagues soon to come, as we consider the nomina-
tions of Dr. Christopher Brummer, and Mr. Brian Quintenz to
serve as Commissioners of the Commodity Future Trading Com-
mission.

The CFTC is charged with fostering open, transparent and com-
petitive financially sound markets and to avoid systemic risk. Fur-
ther, the Commission is tasked with protecting market users and
their funds, consumers and the public, from fraud, manipulation
and abusive practices related to derivatives and other products that
are subject to the Commodity Exchange Act.

In order to fulfill its mission, the Commission is comprised of five
Commissioners nominated by the president with the advice and
consent of the Senate. Unfortunately, there are two commissioner
vacancies at the CFTC, or perhaps fortunately, and that is what
brings us here today.

As noted by the CFTC’s own mission statement, farmers, ranch-
ers, producers, and commercial companies are end users—that in-
cludes municipalities and pension funds and others who use mar-
kets to lock in a price or rate and focus on what they do best, that
is, innovating and producing goods and services for the economy,
most importantly, creating jobs.

It is essential that the CFTC have individuals in charge that
truly take that mission statement to heart, as the innovation and
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hard work of our farmers and ranchers seems to have been forgot-
ten in recent years. As I have said before, it was not the farmer,
the rancher, the producer or the commercial end user that caused
the great financial crisis of 2008, yet they are paying the price.
Many of us here raised concerns when Dodd-Frank was being con-
sidered and insisted that the legislation should not negatively im-
pact those who had nothing to do with the causes of the 2008 crisis.
It is important to note that this was a bipartisan concern.

Yet when Dodd-Frank became law, and the CFTC began writing
new regulations, it was in fact our farmers, our ranchers, and our
country grain elevator managers who felt the heavy hand of over-
regulation. We hear of the concerns from constituents who describe
in detail, the regulatory overreach stemming from the Dodd-Frank
Act and its implementation.

In order to address these concerns, this Committee passed a bill
in April titled “The Commodity End User Relief Act.” The bill
champions compromise and a responsible solution to providing reg-
ulatory certainty to end users while increasing customer protec-
tions. As the futures and derivative markets have grown to include
a producer’s input costs like fuel and fertilizer, so too has the pro-
ducer risk management toolbox, and more options for managing
risks are a good thing.

It is clear that Congress should not withhold needed regulatory
relief from our farmers and ranchers and risk management service
providers any longer, nor should the CFTC. The CFTC must look
through the lens of regulatory practicality, not the lens of irration-
ality. I am pleased that Chairman Massad is recommending the
automatic drop of swap dealer de minimis levels be pushed back
one year. It is important that the Commission have more time to
analyze the issue to better serve our farmers, ranchers and end
users.

It is also important the CFTC discontinue its expansion of its ju-
risdiction where systemic risk is not present. It is imperative that
all Commissioners understand the historic nature of the markets
the CFTC regulates and truly understand risk mitigation as well
as associated costs of regulations.

I thank both the nominees for being here today. I look forward
to your testimonies, and I now turn to my colleague, Ranking Mem-
ber Stabenow, for her opening remarks.

STATEMENT OF HON. DEBBIE STABENOW, U.S. SENATOR
FROM THE STATE OF MICHIGAN

Senator STABENOW. Well, thank you very much, Mr. Chairman.
I too want to welcome and congratulate our two CFTC nominees,
Chris Brummer and Brian Quintenz, and welcome their families
and friends who are here today.

It is remarkable to think that more than eight years have passed
since the start of the worst financial crisis to hit our country since
the Great Depression. That is why your positions are so important,
this responsibility is so important. Whenever I think about the
work of the CFTC, I never forget that eight million hardworking
Americans lost their jobs because of financial markets that got out
of control. Small businesses closed, people were evicted from their
homes, retirements were wiped out. Despite many signs of strength
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and continued growth in our nation’s resilient economy, we also
know that millions of Americans across the country are still trying
to get fully back on their feet from what happened at that time.

Although the Commodity Futures Trading Commission is rarely
associated with helping to create or secure American jobs, the price
of food in the marketplace, the supermarket, or the cost of gas at
the pump, this Committee knows all too well the direct relationship
between the CFTC’s responsibilities and these fundamental ele-
ments of our economy that American families worry about every
single day.

The CFKFTC is the front line regulator of derivatives, which as we
know, includes futures, options, and since 2010, swaps. As we all
know, derivatives, specifically the over-the-counter swaps market,
played a significant role in the financial crisis. The swaps market
was once in the shadows and a virtual financial playground. But
today, this Committee and the CFTC can confidently say that as
a result of Wall Street reform, a light is shining on the swaps mar-
ket.

From strong capital and margin requirements to mandatory
clearing, trade reporting, swap execution facilities, the derivative
market is much more transparent and well-regulated in the public
interest than it has ever been. There is, however, more to do. The
CFTC must continue to build on the momentum of the past six
years to ensure that the derivatives market remains strong, trans-
parent, free from manipulation and fraud, and accessible to end
users, and certainly the Chairman and I agree and have both
joined together in supporting the accessibility and effectiveness for
end users in this process.

Today the CFTC has much more responsibility than it has ever
had. Unfortunately, though, it carries out those responsibilities
with limited resources, which continues to be a concern of mine in
terms of the ability to fully respond to markets and be effective
through the CFTC. While I will continue to lead the fight for addi-
tional Commission resources, it is critical that the Commission use
existing resources in the most effective manner possible.

The CFTC must also keep a sharp eye on all market partici-
pants, including clearing houses, exchanges, swap dealers, which
now have significant new roles and responsibilities under Dodd-
Frank, and new risks associated with automated trading and
threats from cyberattacks are threats that could domino across the
globe and knock families and small business down along the way.

Finally, the CFTC must continue to work to harmonize key fi-
nancial reform rules across borders, carefully balancing the need
for smart financial reform with the sensitive appreciation of how
countries may approach regulations differently. The CFTC’s most
important responsibility is to fight for every American who has lost
their job, their home, their pension after the financial crisis, also
for every farmer, every manufacturer, rancher, business person
who uses the markets and needs it to be effective.

I have enjoyed meeting with each of you and appreciate the re-
sponses, the conversations that we have had, and I look forward to
your responses today. If confirmed, I fully expect both of you to
work with this Committee in an open and responsive manner.
Thank you, Mr. Chairman.
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Chairman ROBERTS. I thank my distinguished colleague for her
remarks. It is now time to hear from the nominees.

Dr. Chris Brummer is a professor of law and faculty director of
the Institute of International Economic Law at the Georgetown
University Law Center where he has taught since 2009. Chris re-
ceived his bachelor’s from Washington University in St. Louis, a
juris doctorate from Columbia University Law School, and a Ph.D.
from the University of Chicago. From 2004 to 2006, he was an as-
sociate of the law firm of Cravath Swaine & Moore, LLP. From
2006 to 2009, Chris was an assistant professor at Vanderbilt Uni-
versity Law School, and he served as an academic fellow in the Se-
curities and Exchange Commission Office of International Affairs
in 2008. In 2015, he completed a three-year term on the National
Adjudicatory Council of Financial Industry Regulatory Authority.
The acronym for that is FINRA.

Welcome, Chris.

Our next nominee, Mr. Brian Quintenz, is a founder and man-
aging principal and chief investment officer of Saeculum Capital
Management, LLC, in Washington, DC Prior to forming Saeculum
Capital Management in late 2013, Brian worked within the Global
Institutional Consulting Group at Merrill Lynch as an outside con-
sultant. From 2009 to 2012, he was the senior associate for Hill-
Townsend Capital, a firm established during the 2000 crisis to
focus solely on U.S. financial company equity opportunities.

Prior to working in the financial markets, from 2001 to 2007,
Brian was a senior policy aide for Congresswoman Deborah Pryce,
an outstanding member of the House from Ohio and a good friend.
Brian graduated Magna Cum Laude from Duke University—it is
not clear whether he is one of these Duke University’s jumping up
and down fans on the basketball court, so that will remain classi-
fied—who has a major in public pohcy studies and received an
MBA from Georgetown.

I welcome you. I look forward to your testimonies. But before
that, there are two questions I will ask you under oath. Please
stand and raise your right hand.

Do you swear that the testimony you are about to present is the
truth, the whole truth and nothing but the truth so help you God?

Mr. BRUMMER. I do.

Mr. QUINTENZ. I do.

Chairman ROBERTS. Secondly, do you agree that if confirmed,
you will appear before any duly constituted committee of Congress
if asked to appear?

Mr. QUINTENZ. I will.

Mr. BRUMMER. Yes.

Chairman ROBERTS. I thank you both. We recognize Dr.
Brummer first.

TESTIMONY OF CHRISTOPHER JAMES BRUMMER, TO BE COM-
MISSIONER OF THE COMMODITY FUTURES TRADING COM-
MISSION

Mr. BRUMMER. Thank you so much, Chairman Roberts, Ranking
Member Stabenow, and the members of the Committee. I am hon-
ored to be here before you today as a nominee to serve as a com-
missioner on the Commodity Futures Trading Commission. I would
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also like to thank President Obama for nominating me and my
amazing family, especially my wife, for supporting me.

The CFTC has an important, significant impact on the daily lives
of Americans and it is critical that CFTC regulated markets work
well, and I hope to contribute to this work. I come from a family
of teachers and farmers. My grandparents had a small farm in the
Shenandoah Valley of Western Virginia, and some of my earliest
memories include spending summers on that farm, riding on the
back of my grandfather’s pickup truck as we took produce to the
local market.

My mother, who grew up there, would become an elementary
school teacher and move with my father to beautiful Northwest Ar-
kansas, where I was raised. I grew up in a rural area just outside
of Fayetteville, where my neighbors raised cattle and horses, and
poultry producers were just a 10-minute walk down the road from
my house. My upbringing taught me to respect different points of
view and stressed basic values that have longed sustained the
country: work hard, help your neighbor, think before you act, and
do good.

These values have paid dividends throughout my life. I worked
hard in school, learned a couple of foreign languages, and eventu-
ally ended up a lawyer, which opened doors for me to educational
and professional experiences around the world. I invested a signifi-
cant amount of time studying markets and financial regulation as
a professor, and I opted, where I could, to do good, from advising
regulators in the United States, Europe and Asia on how to ensure
safe and efficient cross-border market supervision, to working on
critical enforcement efforts intended to keep America’s financial
markets safe and secure.

The 2008 financial crisis had devastating consequences for the
economy and like many Americans, it impacted those I cared about
in many ways. It would also underscore for me important lessons
about interdependence and the global economy. For much of 2008,
I was a fellow at the Securities and Exchange Commission’s Office
of International Affairs, on loan from Vanderbilt Law School in
Nashville where I was teaching. There I helped push forward
America’s regulatory interests and priorities in the world and saw
firsthand the need for skilled communication and coordination with
global actors.

My work since then has focused on cross-border oversight of de-
rivatives and securities markets. I am a strong believer in pro-
moting safe and economically vibrant financial markets through
sensible and strong regulation at home and close coordination
abroad. Smart international coordination helps level the playing
field for U.S. firms competing abroad and to prevent arbitrage that
can undermine our domestic policy priorities and market practices.

I have seen in my experience assisting law enforcement that, un-
fortunately, threats to market integrity are very real and must be
addressed swiftly. Farmers, ranchers, and commercial end users
must be able to trust that markets both function properly and
allow market participants to hedge their commercial risks effec-
tively. They also have to trust that the markets in which they par-
ticipate are healthy, liquid and free of fraud and manipulation.
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To accomplish this, government oversight should be prudent and
efficient and rules should be carefully and faithfully enforced. The
CFTC should not be afraid to embrace new technologies that pro-
mote efficient markets, but where innovations pose risks, whether
to market integrity, cybersecurity or financial stability generally,
end users and U.S. taxpayers must be protected.

Finally, I believe the CFTC’s mission going forward is as much
about faithfully concluding the agency’s Dodd-Frank rulemaking as
it is about looking forward to new threats and opportunities facing
the derivatives markets and those who depend on them. I recognize
that to do this job well requires listening and keeping an open door
to people who rely on those markets, and I promise to do just that.

Again, I am honored to be here today, and I look forward to your
questions.

[The prepared statement of Mr. Brummer can be found on page
26 in the appendix.]

Chairman ROBERTS. Thank you very much, Dr. Brummer, for an
excellent statement, and for being on time. I make a note of that.
Ranking Member will have to give him a star for that. Mr.
Quintenz.

Mr. QUINTENZ. I will make a note of that too, Mr. Chairman.

TESTIMONY OF BRIAN D. QUINTENZ, NOMINEE TO BE COM-
MISSIONER OF THE COMMODITY FUTURES TRADING COM-
MISSION

Mr. QUINTENZ. Thank you, Chairman Roberts, Ranking Member
Stabenow, and members of the Senate Agriculture Committee. It is
an honor to be with you this morning. I would also like to thank
Majority Leader McConnell for recommending me for this position
and President Obama for my nomination. If confirmed, I would fill
the seat vacated by Scott O’Malia, who set a high standard in his
service as commissioner.

I am deeply grateful for the love and support of my parents, Ken-
neth and Susan Quintenz; my brother, Darren Quintenz; and my
two children, Connor and Vivienne, all of whom are in attendance
today. I am proud to have them here.

Mr. Chairman, I am a Midwesterner, a first generation Ohioan
whose mother and father grew up in Wisconsin, the home of my ex-
tended family. While I am a resident of Washington, DC, I still
consider myself a Midwesterner, and I believe firmly in the Mid-
west values of hard work, honesty, and community.

I come from a family of entrepreneurs and small business own-
ers. My grandfather on my mother’s side, after serving in World
War II, returned home to Northwestern Wisconsin and bought a
Ford car dealership. His wife, my maternal grandmother, was
raised on a family dairy farm in Chetak, Wisconsin. My paternal
grandmother owned and operated a restaurant on the east side of
Milwaukee, putting her three sons through college. My father start-
ed his own business, my brother started his own business, and I
am the founder of my own business, Saeculum Capital Manage-
ment.

Saeculum is an investment firm currently registered with the
CFTC as a commodity pool operator. As the sole proprietor of this
firm, it is my responsibility to effectively and meticulously manage
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risk as well as compliance. I am, therefore, very familiar with the
CFTC’s investor protection rules, disclosure requirements, and rec-
ordkeeping obligations. Additionally, as a registered Associated
Person of this firm, I hold a Series 3 National Commodity Futures
Exam license, a credential valuable in interpreting the impact of
regulations on futures markets.

I began my career in finance in 2008, during the financial crisis,
working directly under the CEO at an investment firm focused on
the banking sector. I performed detailed valuations on financial in-
stitutions of all sizes and complexities. I became an expert at read-
ing banks’ balance sheets and income statements, understanding
their accounting rules and financial disclosures, and forecasting
their capital levels and quarterly earnings.

In this position, I depended on the accuracy and accessibility of
publicly available information and became a firm believer in data
and transparency. Transparency increases market efficiency and
can provide an important check on risky behavior. The Commis-
sion’s focus on data and transparency is encouraging, but more
progress is needed. If confirmed, I will draw from my professional
experience to advance that important work.

But my professional career did not begin in finance; it began in
public policy. After graduating from Duke with a degree in public
policy studies, I joined the office of Congresswoman Deborah Pryce,
who represented Ohio’s 15th District, an area that included my
hometown of Columbus. Ultimately, I became her Senior Policy Ad-
visor with an issue portfolio that included agriculture. In meeting
agricultural constituents and personally visiting some of the over
1,000 family farmers in our Ohio district, I developed a strong ap-
preciation for the work ethic and sophistication of America’s farm-
ers and ranchers, as well as for the pressures, costs, and risks that
they face in their business. Should I be confirmed, I pledge to en-
sure the market concerns of the agricultural sector are recognized
and continue developing a firsthand knowledge of the agricultural
community.

The financial crisis scarred every sector of our economy, hurt in-
dividuals, families and communities, and exposed deep flaws in our
markets. It deserved a legislative and a regulatory response. As
that response is calibrated, regulations meant to address those
flaws should not spill over to harm the normal activity of ordinary
businesses. When costs are added without targeting risk, poor out-
comes ensue. I will work to ensure that regulations and their bur-
dens are tied to the risks being mitigated.

I would be honored to bring my public policy background, my ex-
pertise in finance, my knowledge of derivatives and their uses, my
familiarity with risk management, as well as my respect for the ag-
ricultural community and end users of these markets, to the CFTC.
This is a crucial time for our financial markets and for the people
that depend on them. It would be a privilege to be of service in
safeguarding and improving the country’s marketplaces.

I will be very pleased to answer your questions.

[The prepared statement of Mr. Quintenz can be found on page
28 in the appendix.]
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Chairman ROBERTS. Thank you, sir. We now turn to questioning
of the witnesses, and I am going to ask this question, and we will
ask Brian to start off.

Looking at the CFTC through the lens of an agricultural end
user, do you think the CFTC has done an adequate job of balancing
risk versus costs in rules they have issued as required by Dodd-
Frank?

Mr. QUINTENZ. Thank you for the question, Mr. Chairman. I
think it is crucial that the agency, in all aspects of their
rulemakings, do a thorough job in understanding, estimating, and
disclosing the costs associated with their rule writings and to en-
sure that, as they seek to apply those costs through the definitions
they create that target entities and activities, that those definitions
correspond to the risks being mitigated. Otherwise, I fear costs are
applied broadly, burdens are borne inappropriately, and the Com-
mission gets into the dangerous area of potentially regulating ge-
neric activity.

I guess I would point to, as an example, something we saw a
number of years ago with the agency revising the Part 135 require-
ments that would require farmers and ranchers to keep very de-
tailed records that were searchable and sortable, including text
messages and instant messages, of any communication that could
possibly lead to a transaction. I know this was a great burden on
the farming and ranching community. I am pleased that the CFTC
recognized the burden of that and worked to fix it, although, unfor-
tunately, I think it took a number of years to happen. But I would
point to that, as well as maybe some other things coming down the
pike, where they need to focus on this.

Chairman ROBERTS. Dr. Brummer.

Mr. BRUMMER. It is absolutely critical that the CFTC both re-
member its roots and the importance of agricultural end users to
the U.S. economy. If these derivatives markets do not function well,
it jeopardizes the ability of end users to not only hedge their risk,
but also to contribute productively to the U.S. economy.

You have my commitment that I will work to ensure that the
rules that are in place work effectively for these end users, for the
folks back home in my community and similar communities. It is
important work, and frankly it has to be something to keep in
mind in the ongoing rulemaking.

Chairman ROBERTS. So you have your cost benefit yard stick
right in your pocket?

Mr. BRUMMER. Well, the CFTC statutorily is required to consider
costs. It is critical that the work being done is data driven, that the
Commission grounds its rule writing in facts. Part of the costs to
be considered involve avoiding dead weight costs to society, while
at the same time making sure that we keep in mind the greater
costs at times, and certainly in the financial crisis, that we saw
that can peril the U.S. economy. So the data-driven analysis has
to be one where you kick the tires and you lift the hood, and also
you keep in mind the stakes of getting it right and the stakes in-
volved in getting it wrong.

Chairman ROBERTS. You both have touched on this, but I want
to really emphasize that I have stated many times before that we
need more options and lower costs for our on-the-ground folks who
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are trying to hedge their agriculture or their commercial risks so
they can get down to the business of what they do the best for
America. As the CFTC is currently considering rules and regula-
tions that could negatively affect our farmers, ranchers, and end
users, can you please speak to how you would address those rules
and regs as a commissioner, specifically the de minimis level and
position limits.

We will start with you, Mr. Quintenz.

Mr. QUINTENZ. Thank you, Mr. Chairman. Yes, these are very
important rulemakings that could affect a lot of activity that falls
outside, I think, the risks that are being targeted. I think it is im-
portant in position limits to make sure that the end users maintain
their ability to bona fide hedge their risks. The proposal, I think,
contains a number of limitations of very tried and true hedging
practices that would be subject to Commission approval and create
an approval regime. In terms of the de minimis threshold, I fear
that if we get that wrong, we end up driving providers of these
swaps out of the market and consolidating risk.

Chairman ROBERTS. Dr. Brummer.

Mr. BRUMMER. Given the data that I have seen from the CFTC,
I would have some concerns about the risk of transactions in the
non-financial commodity swaps markets flying under the radar. I
hear today, like you, that the Chairman has announced a year-long
delay in order to get more data in order to not only do that, but
also get their capital rules right. I certainly cannot disagree with
the proposition that you want to get these rules in particular right.

But I think that any delay really should be a purposeful one. It
is essential for regulators to understand cost. But if you have sig-
nificant players in the market, the law mandates that there needs
to be in place standards like business conduct, reporting, record
keeping, and risk mitigation, in order to help assure a high quality
transactional environment.

So if confirmed, I would certainly work to ensure that the time
is used wisely.

Chairman ROBERTS. Dr. Brummer, let me ask you a question. In
a 2000 “Georgetown Law Journal” article you wrote the following,
quote, “Policymakers in agencies such as the SEC and Federal Re-
serve are not generally elected by the public and once appointed,
are not often easily removed by even democratically-elected offi-
cials. Policymaking is to some degree unaccountable to the public,
and therefore, some believe, illegitimate.”

Now, considering this, why do you want to become such a policy-
maker, and how will you ensure the legitimacy of your work at the
CFTC? Pardon us for going into your background.

Mr. BRUMMER. Oh, no, no. It is an honor to have my scholarship
certainly discussed by such an esteemed body. In that article and
in other articles I also add that in order to get rulemaking right,
you have to have on the one hand, technical expertise, people who
are willing to get into the details and to make sure that very fact-
specific and often complex market ecosystems work well. But it is
essential that when doing this, that there is sound, strong congres-
sional oversight.

I think that if I have the honor of being a commissioner, a cer-
tain modesty has to be involved in everything that you do, to know
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that I am not or would not be an elected representative, and that
ultimately I have to understand that although I have a responsi-
bility to safeguard the public interest, that at the same time that
work has to be done in a collaborative spirit with elected rule mak-
ers. It is the only way to get it right, to get all the information that
you need about your constituents and others, and I think it ulti-
mately enhances the quality of agency rulemaking.

Chairman ROBERTS. I appreciate that. I have two other ques-
tions, one involving the cost benefit balance and the consideration
when voting on proposed final rules and regs, the other on CFTC
in regards to the Dodd-Frank rule writing process. You have both
touched on those in your answers.

I turn now to Senator Stabenow.

Senator STABENOW. Well, thank you, Mr. Chairman, and thank
you again to both of you. I wanted to specifically ask you a little
bit about cybersecurity, which obviously, when we look at every
realm of our lives now, there is the whole question that is very se-
rious. Last week the CFTC adopted amendments to its system safe-
guard rules in an effort to enhance and clarify existing cybersecu-
rity requirements.

I am pleased that the Commission did that in a timely way, be-
cause it goes without saying that this threat of cyberattack is one
of the biggest challenges we face both in the public and the private
sector. However, looking closely at last week’s amendments, I am
curious whether each of you believes that a best practices approach
is enough or whether we need to be looking at more specific cyber-
security regimes which closely integrate the public sector’s work
with the private sector. What is the best that we should be doing
here as it relates to addressing cyber threats to our financial mar-
kets?

I will first, Mr. Quintenz, ask you and then Dr. Brummer.

Mr. QUINTENZ. Thank you, Senator. That is a very important and
a very difficult question. There is no more important issue, I be-
lieve, to regulators and to the marketplaces than cybersecurity. I
view cyberspace as the battlefield of the 21st Century for those
that wish not only to commit fraud and theft, but for those that
wish to do our country harm and potentially create a panic that
could lead to a breakdown in social services. This is something that
I believe the Commission has taken very seriously. I was encour-
aged by the bipartisan and unanimous adoption of that rule.

Specifically, to your question, I think we need to allow for inno-
vation in this space. We need to allow for the flexibility of firms
that have very large budgets that can target cybersecurity, to
spend those funds and spend that thought in a flexible way, while
ensuring that they are meeting best practices, a high standard of
best practices, to save our markets.

Senator STABENOW. Thank you. Dr. Brummer.

Mr. BRUMMER. Cybersecurity is critically important. It is criti-
cally important to our markets. It is critically important to the
health and security of the U.S. economy. It is not only complex, but
it is fast moving. Cyber threats can quite literally move in milli-
seconds, and it is critical that the agency, that the CFTC, remains
ahead of the technological curve.
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Certainly best practices are a start. You want to, I would imag-
ine, make sure—and certainly I would want to make sure, if I had
the honor of being confirmed, that best practices and benchmarks
are indeed being met and that there is a high quality to those best
practices. It is important, frankly, for CFTC Commissioners and
staff to get out into the field and make sure that they have both
the resources and the wherewithal in order to predict trends to cy-
bersecurity. But is it of critical importance, and you would have my
commitment that I would be paying this very, very close attention.

Senator STABENOW. Thank you. Let us talk about cross-border
harmonization. I know, Dr. Brummer, you have done a lot of im-
portant work in that area, but recent decisions by some inter-
national regulators to delay the September 1 implementation of
margin requirements for un-cleared swaps has raised many impor-
tant policy questions regarding global harmonization of financial
markets and relates to the risks of rewarding bad behavior by
broadly delaying deadlines. This is a dilemma because we have
moved ahead, others have not.

So given the global nature of the swaps market, what is your
view of the U.S. role among international regulators, and how
would each of you balance the need to move forward on financial
reform while recognizing real challenges that individual regulators
may face and the communities being regulated face in all of this?
Dr. Brummer.

Mr. BRUMMER. International coordination is deceptively hard. It
is difficult. You have countries with different traditions, different
economies, different political and economic cycles, and getting ev-
erybody on the same page takes commitment and it takes work.
Overall, I think it is hard, however, to lead if you do not lead by
example. I think if you want to have an environment, a cross-bor-
der regulatory environment that is of high quality, then the United
States should commit to the highest standards and find those who
are like-minded.

There have been some delays. My sense is that by standing firm,
the United States, and particularly the CFTC, has been able to en-
courage other countries to accelerate some of their own reforms in
order to provide a more stable cross-border regulatory environment,
but it certainly takes a lot of dedication, work and listening to
other regulators and a firm understanding of what exactly they are
doing in other parts of the world.

Senator STABENOW. Thank you. Mr. Quintenz.

Mr. QUINTENZ. Thank you, Senator. I would agree with my fellow
nominee. I think this comes down ultimately to relationships and
trust and keeping an open line of communication across our bor-
ders to make sure that these efforts are coordinated. I think some-
one does have to go first, but I do not believe that is the full anal-
ysis. I believe that the full analysis is: after you go first, how long
will it be until all the jurisdictions move, what is the size of the
regulatory arbitrage you are creating, and once other jurisdictions
move, will there be regulatory arbitrage going forward?

I believe that requires a great level of coordination on which I
would be thrilled to work should I have the honor of being con-
firmed.
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Senator STABENOW. Thank you very much. One other question
that I would like to ask each of you in that regards to the clearing
house risk. The risk and leverage associated with unregulated
swaps markets played, as we know, a significant role in a financial
crisis. Recognizing this, Congress required essential clearing of cer-
tain standardized swaps. Since the transition, many concerns and
questions have been raised regarding the new risk profile of clear-
ing houses.

What actions do each of you believe the CFTC should take to en-
sure registered clearing houses manage risk appropriately so that
the requirement for clearing does not become a vehicle for unman-
ageable systemic risk? Dr. Brummer.

Mr. BRUMMER. The reforms, the clearing reforms, are very im-
portant and constitute a core aspect of recent reforms, but there
are risks certainly whenever you concentrate transactions within
one entity, and as a result, the CFTC has to play a vigilant role
in making sure that clearing houses operate well, that they func-
tion properly, and that the members are fulfilling their own obliga-
tions to the clearing house.

This involves close supervision of clearing houses. It involves an
analysis of what contributions the members are making to the
clearing house in order for it to function properly, what risk proto-
cols are not only being implemented now, but on an ongoing basis,
and making sure that there are inspections of those clearing houses
to make sure that they are adequately capitalized and to make
sure again, that U.S. taxpayers are never again on the hook for
shortcomings in our own financial market infrastructure.

Senator STABENOW. Thank you. Mr. Quintenz.

Mr. QUINTENZ. Yes, thank you for the question. I think it is cru-
cial to make sure that the clearing houses are keeping their obliga-
tions. I do not believe that, before rule writing in this area, there
was any method to potentially resolve a clearing house failure. So
I believe that is crucially important, that it be on the record and
in the books, and that process be known to the markets so it does
not create a panic.

However, I am also aware clearing houses need to protect them-
selves against their largest two customers and members failing, in
which case there would probably be some significant other prob-
lems that we would be having to deal with. But I think it is crucial
that we verify that they are keeping those obligations to prevent
anything outside of that from happening.

Senator STABENOW. Thank you, Mr. Chairman.

Chairman ROBERTS. I thank my colleague. Senator Boozman.

Senator BoozMAN. Thank you, Mr. Chairman, and Dr. Brummer,
we are glad that your family saw the light and moved you from
Virginia to Northwest Arkansas.

Mr. BRUMMER. Yes, sir.

Senator BoozZMAN. Certainly we are very, very proud of you. I
would like to follow up on the Chairman’s question about the rela-
tionship of the importance of the CFTC understanding the Amer-
ican farmer and understanding agriculture. If confirmed—and this
is a question for both of you. If confirmed, how do you plan to en-
gage with agricultural groups as well as with other end users?
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What would be your method of getting out and ensuring that you
have a good understanding?

Mr. QUINTENZ. Thank you, Senator. When I spent time on the
Hill, one of my favorite things to do was to go back to our district
and actually visit with people. I do not think you get a better sense
of their businesses and their pressures and their costs than you do
by actually going there and being on the ground with them.

I would, should I have the honor of being confirmed, commit to,
on a very regular basis, meeting with the agricultural community
and farmers and ranchers around the country to make sure that
I am hearing their concerns. I would also very much like to keep
an open line of communication to you and your colleagues to make
sure I am hearing the concerns of your constituents.

Senator BoozMAN. Dr. Brummer.

Mr. BRUMMER. Absolutely. It is an honor, a privilege to talk to
our great farmers. I too can commit to getting out, talking to farm-
ers and ranchers and other end users about their needs. I enjoy
getting back home and talking to folks in my community and other
similarly-situated communities and will continue to do so.

Senator BoozZMAN. Very good. In your testimonies, I think both
of you noted the importance of ensuring that U.S. firms are oper-
ating on a level playing field as compared to our international com-
petitors, and certainly, I completely agree with that point. But one
area that has been a challenge is in harmonizing the rules, and
again, our Ranking Member brought this up with the regulations
with the rest of the world.

How would you approach the decisions like the CFTC’s recent
comparability determination regarding Japan? How would you en-
sure that U.S. firms are able to compete with their international
counterparts without competitive advantage?

Mr. QUINTENZ. Thank you for the question, Senator. I think that
this does come down to relationships. It does come down to keeping
open lines of communication. I believe that in the example of
Japan, “comparability” is an important word. The word i1s not
“equality”; it is “comparability”. I think that we need to be open to
understanding other jurisdictions have their own authority and, if
their goals are similar to ours and we feel that we are comfortable
with the ring fencing they can do around that risk, I think that
those determinations should be pretty easy.

But I think that it is crucial that we understand how our rules
are either advantaging our markets or potentially disadvantaging
our markets in a situation where there is disharmony in the regu-
latory process.

Mr. BRUMMER. I think that harmonization is important. Rules
will never be 100 percent the same across jurisdictions, and it is
important to make sure that regulators are on the same page, both
from the standpoint of financial risk, but also to make sure that
there is a level playing field for our companies operating abroad,
and I think you have to leverage existing international organiza-
tions and forums, having sound relationships, and leading by ex-
ample.

As I said, I think it is hard to lead if you do not lead by example,
but also understand that there are different regulatory ecosystems
and countries have different ways of getting things done.
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Senator BoozMAN. I really do not have a question about cyberse-
curity except just to comment in the sense I am on a Subcommittee
that has jurisdiction over OPM and the IRS and Appropriations,
and this is just a huge problem for our country, and we are seeing
this with all the stuff that is coming out. But that is certainly
something that I would really encourage both of you to really just
make that a priority. It is just something that we have to attack
as a nation. The Federal Government just does not do a very good
job. So if you want to comment on that.

Mr. QUINTENZ. I just agree with you. It requires an immense
amount of coordination and effort.

Senator BoozMAN. Yeah.

Mr. BRUMMER. Absolutely, sir.

Senator BoozMAN. Thank you. Thank you, Mr. Chairman. As
noted, I have also stayed within my time line.

Chairman ROBERTS. Much appreciated. Senator Brown.

Senator BROWN. Thank you, Mr. Chairman. Mr. Quintenz, wel-
come fellow Ohioan. I see your family is there with you. I know it
is a big day for you and for them, and congratulations. I had the
honor of serving with your very distinguished former employer in
the House, with Congresswoman Pryce. So thanks for joining us.

Let me start with you, and then I want to follow up with Dr.
Brummer from what Mr. Boozman asked about and what Ranking
Member Stabenow talked about too. The Advisory Committee, the
CFTC Advisory Committee, as you know, these committees serve
an important function, but earlier this year, the Energy and Envi-
ronmental Markets Advisory Committee presented a one-sided re-
port that was withdrawn.

How do you support balancing the membership of the Committee
to make sure a variety of viewpoints are considered and rep-
resented? Because in that report we had some conversations and
the Commission did not really seem all that interested in more bal-
ance. How do we get there on those kinds of advisory committee
reports?

Mr. QUINTENZ. I think it is crucial that advisory committees are
open and transparent. I think transparency is the bedrock of trust
in governments and in markets. I believe in hearing all sides of an
issue. As a former staffer and as an analyst in the markets, I know
there are always two sides of a story. So I would encourage a ro-
bust conversation on any advisory committee would I have the
honor of leading. I believe that the two advisory committees open
are Global Markets and Technology. I am not sure exactly how ro-
bust those viewpoints would be, but I would agree with you that
an open process is a good process.

Senator BROWN. Thank you. That is important. You want to com-
ment on that, Dr. Brummer?

Mr. BRUMMER. I certainly know that—frankly, I do not have a
monopoly on all good ideas in the world, and it is so important that
you have folks from different vantage points who are directly in-
forming our regulatory decision-making. It is the only way in which
you can get the information. People talk about data-driven anal-
ysis. It is the only way in which you can get the information to
make sure that you get decisions right.
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So you would have my commitment, to the extent that I am both
confirmed and have the power over any particular advisory com-
mittee to do so, to make sure that there is a broad set of personal-
ities and interests that are involved in forming the decision-mak-
ing.

Senator BROWN. Thank you. Let me follow up on the conversa-
tion again that Senator Boozman and Senator Stabenow had with
you on the whole issue of international regulators. I stepped out of
the Committee because I was speaking with Governor Dan Tarullo
of the Federal Reserve, who does not have the title, but really is
the supervisory—does the supervisory work for the Fed. What we
were—the subject of the conversation in large part was what is
happening with international regulators on capital standards, and
partly the different speed at which—whether it is Basel III, wheth-
er it is the EU, whether it is individual countries—is they move on
capital standards and on regulation, both the speed and the pres-
sure they are under from their banking communities and their leg-
islators.

There are always efforts of one country playing off against an-
other, one set of companies playing off one country against another
to try to weaken rules. That being said, understanding you need to
coordinate with international regulators, we have seen, like I said,
rulemaking not always moving at the same speed. Are there risks
or unintended consequences of CFTC repeatedly delaying its imple-
mentation based in part either at the weaker rules or the delay-
ing—the slower moving rules of another country?

Mr. BRUMMER. Again, where I am from, leadership is often—
leadership by example—and it is important if you want to push
certain high quality standards—that an agency shows that it is
willing to abide by those standards. You have to, obviously, try to
understand that other countries work differently. Literally how
they make rules can be different.

But at the same time, the strategy should be to find other like-
minded countries who have the same commitment, not only in the
rules but in the supervision with same commitment to our rules
that we have, and then to work collaboratively to create a large
enough of a market and regulatory ecosystem that other countries
are either inspired or required to opt into our standards and mar-
ket and regulatory preferences. It is a critical aspect of our diplo-
macy, and getting it right means strong rules at home and leader-
ship abroad.

Senator BROWN. One more point. I apologize for going over a bit,
and thank you for that. For both of you, if you would, I know ear-
lier you both discussed the importance of protecting markets from
the threats of cyberattacks. In your opinion, is CFTC’s funding
keeping pace with this threat? Is it adequate? Do you want to start,
and then Mr. Quintenz?

Mr. BRUMMER. You know, I come from a part of the country
where people want to know that their tax dollars are being in-
vested wisely, and I think that the CFTC——

Senator BROWN. That may, actually, be all parts of the country,
but fair enough.

Mr. BRUMMER. I know. well, certainly——

Senator BROWN. Even in Bexley we think that.
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Mr. BRUMMER. I think the CFTC’s case is an exceptionally strong
one, and cybersecurity is one aspect of that case. The responsibil-
ities of the agency have expanded dramatically and the threats
from cyber have expanded dramatically as well. So you need to
have both the human capital, the technological capability, the sur-
veillance mechanisms, and other tools in place to help, again, pro-
mote sound decision-making, regulatory certainty from market par-
ticipants and end users, also protecting the U.S. economy from
folks who may want to undermine that stability.

Senator BROWN. So is the funding adequate? Do you know this?
Can you figure this out yet?

Mr. BRUMMER. Certainly I will have a better—the funding has
certainly not kept up with the dramatic increase in the agency’s re-
sponsibilities, and I have concerns, serious concerns about whether
or not they are sufficient.

Senator BROWN. Mr. Quintenz.

Mr. QUINTENZ. Thank you, Senator. I think I would have to get
there to be able to answer that question concretely. From the rule
writings that have been issued, they have been focused on enforc-
ing very high standards of best practices for the industry. There
are companies that spend hundreds of millions of dollars on this for
themselves. It would be hard to answer that question in terms of
the resources until I get there, should I have the honor of being
confirmed.

Senator BROWN. As long as you are obviously aware of the acute
need and that we do not always keep up with things like that as
well as we should. Also, thank you for the meetings you have each
had with my staff so far and I look forward to sitting with each
of you. Thank you.

Mr. QUINTENZ. Thank you.

Chairman ROBERTS. Senator Tillis.

Senator TILLIS. Thank you, Mr. Chairman. I thank you both for
being here today, and thank you for being generous with your time
meeting with me in the office. I enjoyed that discussion. I just have
a couple of questions.

In the office, I appreciate some of the forward-looking discussions
we had. I have a couple of questions here. One I may just submit
for the record because it has to do with modernizing and becoming
more focused on digital alternatives to the analog world that we
live in today.

But I want to get to two specific policy questions. One of them
is about the regulation of automated trading. Are you familiar with
the rule the Commission is trying to implement to remove the sub-
poena requirement? In my opinion, I cannot find any evidence of
where the subpoena requirement is broken, so I do not know why
they are trying to fix it. But I would be kind of curious about your
position on this issue and the position you would take if confirmed.

Mr. Quintenz, we will start with you.

Mr. QUINTENZ. Sure Senator, thank you. I believe that the source
code, trading mechanisms and algorithms that firms develop do not
just represent historical trading files. I believe that they are a re-
sult of an immense amount of time and energy and thought and
research, and represent future as well as current business strategy.

Senator TILLIS. It is critical intellectual property.
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Mr. QUINTENZ. I would agree with that, and I believe it deserves
those protections. I do not see anything that is wrong or risky or
inconvenient about maintaining the subpoena process as the appro-
priate legal and judicial standard to compel a firm to disclose its
intellectual property. There are plenty of steps that the agency can
take before it gets to that level to work with the firm.

Senator TILLIS. Thank you. Mr. Brummer.

Mr. BRUMMER. As a law professor:

Senator TILLIS. Dr. Brummer.

Mr. BRUMMER. No, no. I certainly understand the importance of
due process. It is an essential part of the rule of law since, frankly,
Roman times. The CFTC has rules, or must have rules in place to
make sure that information is protected and that market partici-
pants can trust regulators.

Now, I am not entirely sure about how enforcement is practiced
in the building, and I have heard that there are some surveillance
concerns and as a result, you would want to talk to the folks
charged with financial stability and the enforcement folks to make
sure that they have the tools that they need in order to do their
job well. But I give you my word that I will do my very best to
make sure that whatever the CFTC comes out with, due process
and the confidentiality of information will be assured. I think this
does require close attention.

Senator TILLIS. In my opinion, again, if we could point to a litany
of examples where something bad could have been averted as a re-
sult of bypassing the subpoena process, I would see the argument.
In my personal opinion, it looks like a power grab that I am not
particularly supportive of.

The other one that I had has to do with the implementation for
the margin for un-cleared swaps. You know, we had several nations
and economies that were going to be involved in that. Most, except
for the United States and Japan, have delayed their implementa-
tion. The result is putting the U.S.—I will not speak for Japan—
at a disadvantage in the period of time where some financial mar-
kets are not subject to the new rules that we are subject to.

So I am kind of curious about why you would think it is either
wise or unwise for the United States to move forward when some
of our top global competitors have decided to delay it. Quite hon-
estly, if they start measuring the benefit of having this market ad-
vantage for some period of time, I cannot imagine why they would
not think, well, maybe we need a little bit more time than the ini-
tial delay to get a market advantage.

So I would be curious, and this time, we will start with you, Dr.
Brummer.

Mr. BRUMMER. I too believe that it is important that countries
work in concert with one another to the extent possible on regu-
latory positions and you do not want to do anything to burden our
market participants in a global environment——

Senator TILLIS. So would you——

Mr. BRUMMER. —needlessly.

Senator TILLIS. —in the interest of time then——

Mr. BRUMMER. Sure.
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Senator TILLIS. —would you suggest that it would make sense
then for us to key our implementation dates with our major global
competitors?

Mr. BRUMMER. Here it is tough, because I would not want to,
frankly, reward bad behavior. I think that if the United States
wants to promote its rules, it has to do so by leading by example,
and I think that it appears that the CFTC’s——

Senator TILLIS. Yeah.

Mr. BRUMMER. —pace has accelerated parts——

Senator TiLLiS. Although I would say—and I am only inter-
rupting you because of the time.

Mr. BRUMMER. Sure. I am sorry.

Senator TILLIS. I would like to have your opinion. But it is al-
most like we are being penalized for good behavior. We are on time;
some of the other key players are not. Our banking industry is suf-
fering as we move forward with regulations that make us globally
uncompetitive.

So to me it is something that we should take a look at. We
should never move forward with regulations that knowingly will
put us at a disadvantage, and we have to make these things get
in synch, otherwise, it provides our competitors with a disincentive
to move quickly even after the delay.

Mr. Quintenz, I will have you summarize.

Mr. QUINTENZ. Yes. Thank you, Senator. I could not agree with
you more. I think regulatory arbitrage always hurts someone. To
the extent that it is created by us moving first or someone else de-
laying their rules, we need to be aware of how that affects our mar-
kets, how that imposes costs, how that disadvantages our economy.
So I would urge a teamwork approach to this, being on time but
moving forward with it together.

Senator TiLLIS. Thank you both. I look forward to supporting
your confirmation.

Chairman ROBERTS. Senator Donnelly.

Senator DONNELLY. Thank you, Mr. Chairman, and thank you,
Dr. Brummer, Mr. Quintenz. I come from a farm state, Indiana,
and I think it is really important for the CFTC commissioner, as
my colleague Senator Boozman was saying, to make your decisions
based on more than just being in Washington, and to not just occa-
sionally fly out, have an airport meeting and fly back, but to actu-
ally be out and see what happens in our chairman’s farms in Kan-
sas and mine in Indiana.

I think it is really important for you to spend the day there, to
see what is going on, to see the effect of your decisions on how the
balance sheet turns out for them, how that determines whether or
not they are going to be able to cover their bills that year. I just
want to follow up with Senator Boozman’s comments that we would
like a commitment that you will hit the road, that you will spend
time out there, that you will talk to our farmers, not just at the
airport lounge, but actually at their actual farms with a lot of the
ag leaders in the community. Dr. Brummer.

Mr. BRUMMER. I could not agree with you more. You have my
commitment. Some of the smartest things I ever heard came from
my own grandfolks who were farmers. You learn not only about
markets, you learn not only about what they do, but you learn a
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little bit of common sense too, and it is important for folks to get
out of Washington generally.

But you have my commitment that I will do my very best to keep
in touch and to make sure that the rules work as well as possible
for our farmers, ranchers.

Senator DONNELLY. Mr. Quintenz, the Indiana line is only about
90 miles away from Columbus.

Mr. QUINTENZ. I cannot wait. I cannot wait to come and visit
my—my grandmother grew up on a dairy farm in Northern Wis-
consin. She still lives very close to it. I remember her ridiculing me
one time for bringing margarine home from the grocery story in-
stead of butter, and that will never happen again.

Senator DONNELLY. She is a wise woman.

Mr. QUINTENZ. I would very much like to take you up on your
invitation.

Senator DONNELLY. Following up on that, one of the things that
affects our farmers and their livelihood are how the commodities
are obviously treated once they are on the market, and I have con-
sistently argued that position limits should be a tool in the CFTC’s
toolbox. That helps the Commission fulfill its mission to promote
transparent, open markets and to protect the public from fraud and
manipulation. If confirmed, I want to know if you are going to work
to help finalize the strong positions limit rule in a timely manner.
Dr. Brummer.

Mr. BRUMMER. Absolutely. You put it best. It is one of a number
of tools that the Commission has historically relied on and will rely
on to police market abuse and large systemic concerns of large po-
sitions, any one position. To get it right, you have to make sure
that you do not end up excluding the folks who depend on them,
a smart bona fide hedging rule.

At the same time, you cannot create loopholes for the sake of cre-
ating loopholes. You have to focus on making sure it is as cost effi-
cient and value enhancing for the market and for the global and
U.S. economics as possible.

Senator DONNELLY. Mr. Quintenz.

Mr. QUINTENZ. Yes, thank you, Senator. This issue has been out
there for a long time. We have had four proposed rules. The one
final rule was vacated by a federal court. We have had thousands
of comment letters. It seems to me that the problems in finalizing
something may not be a result of effort as opposed to perspective.
I believe that the perspective needs to require the concerns of end
users being met here, making sure that they can hedge in a bona
fide way. Yes, I give a commitment to working on that.

Senator DONNELLY. Because it is important, obviously, that they
be able to lay off risk and know that they are secure, but at the
same time, we do not want to see these markets abused as well.

Mr. BRUMMER. Absolutely.

Senator DONNELLY. I would also like to talk to you a little bit
about the funding for the CFTC. You know, we have great hopes.
We have great challenges. It is critically important to our rural
communities and actually to the entire economy of the United
States. But it is like a car, if there is no gas, you cannot start the
car and it will not go down the highway.
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So one of the things we want to do is make sure that there is
enough funding. I am interested in learning more about the possi-
bility of creating some self-funding mechanisms for the Commission
that provides you with the sufficient resources you need without re-
stricting access for market participants.

I am not asking you for an answer today, but would each of you
commit to getting back to me about that concept of some methods
of self-funding so you are not reliant on us having our budget act
together and other things that make it very difficult. Mr. Quintenz,
I will have you answer first.

Mr. QUINTENZ. Yes, I would be thrilled to engage with you on
that issue and respond to that issue.

Senator DONNELLY. Dr. Brummer.

Mr. BRUMMER. Absolutely. I would be delighted to.

Senator DONNELLY. Great. Well, look, I will tell you that we had
some folks from the EPA out to Indiana in February in an
unheated barn. It was about 10 degrees. Everybody had a good
time, I think, except maybe some of the folks who were not from
Indiana. So we will try to make it either a heated barn or during
the summer, if that works better for you. Thank you very much.

Mr. QUINTENZ. Thank you.

Chairman ROBERTS. Thank you, Senator Donnelly. We have
never had any EPA folks out to Dodge City. I am not sure theyd
get back. That memo that you are going to get from the two nomi-
nees with regards to the possibility of user fees, my word, not
yours. Send me the same information.

We have now Senator Gillibrand.

Senator GILLIBRAND. Thank you, Mr. Chairman. I would like the
memo too. I wanted to know specifically what budgetary challenges
you think you are going to encounter. Because you have such a lim-
ited appropriations considering that the derivatives market is
worth $300 trillion and $34 trillion worth of futures and options
and $270 trillion worth of swaps. I mean, that is a huge responsi-
bility. You have 750 people, but your budget is $250 million. So
that is really much farther below other prudential regulators with
the same regulatory responsibilities.

So I would really like you to be as far reaching in your analysis
of budgetary concerns and funding streams and what you think
your ideal budget would be, and specifically, if you think capital in-
fusions are needed for live time reporting or retaining qualified
staff, also whether any mandatory funding stream should or would
be necessary, whether you suggest fees or other mechanisms. Be-
cause I do think you need a more reliable and standard funding
source for the CFTC.

So I am very interested in your thoughts. If there is any you
want to share now, you can, but otherwise, we can wait for your
memo. Dr. Brummer.

Mr. BRUMMER. Certainly fulfilling this mandate is not easy. The
responsibilities have expanded dramatically and I look forward to
providing it.

Senator GILLIBRAND. Mr. Quintenz.

Mr. QUINTENZ. Thank you. That was a very detailed question,
and I think it would be very difficult to answer that question with-
out being at the agency and understanding exactly how they are
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spending their money and their resources. I do know that the Tech-
nology Advisory Committee is currently un-sponsored, and should
I have the honor of being confirmed and have the honor of spon-
soring that advisory committee, it would give me a deep dive look
into the technology needs of the agency to be able to assess re-
sources.

Senator GILLIBRAND. I think it is really important, and it obvi-
ously is relevant to the questions that we have already had on cy-
bersecurity. I just think there is enormous vulnerability there, and
while our markets are resilient, the systemic risks and bad actors
throughout the world create more risks for us. I think part of those
concerns directly relate to your budgeting and your vast area of re-
sponsibility.

Recently the CFTC agreed that Japan’s uncleaned swaps collat-
eral would—excuse me—un-cleared swaps collateral was strong
enough to suffice the CFTC margin requirements. A member of the
Commission voiced concern that Japan’s rule would quote, “intro-
duce greater risk into the derivatives markets,” specifically high-
lighting their concern that what would happen in the event of
bankruptcy.

As the Commission continues to move toward regulatory consist-
ency in the market, what do you see as additional risks with the
non-U.S. counterparties, and specifically with risks arriving from
un-cleared swaps?

Mr. BRUMMER. So clearing is an essential aspect of the CFTC’s
rulemaking because it allows a better opportunity to both stand-
ardize risk and to assess those risks. It is important when one
looks and thinks about cross-border risk and the mandate of the
agency and the agency resources and where risk may be coming in
the future.

There are parts of the world that are not only behind, but may
not necessarily have any incentives to opt into the global reforms
that were articulated by large international bodies like the G-20,
and I think this is a key question. It is an important question. The
margin rules are, as well, critical components of financial security
and safety, and it is important that we get the rest of the world—
and they are coming along. I think that there has been an enor-
mous amount of progress made, but there is still some way to go
to make sure that this is done right.

Senator GILLIBRAND. Mr. Quintenz.

Mr. QUINTENZ. Thank you, Senator. I think this is a very impor-
tant area. Un-cleared swaps can provide very essential risk-miti-
gating features for companies in terms of hedge accounting and
their exposures. But I think it is crucial that we also make sure
that large exposures do not come back to our markets and harm
us from a jurisdiction that may not have as similar rules to ours
as we would like.

So I think that is an important thing to consider, and I believe
Chairman Massad had some responses to the concerns raised by
the other commissioner.

Senator GILLIBRAND. Do you see any other regulatory inconsist-
encies in non-U.S. jurisdictions that CFTC should seek to address
through partial or full substitute compliance?
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Mr. QUINTENZ. I think that the swap execution facility rules, we
need to keep working on those. There is potential evidence that it
is fracturing a very important market and that it is shrinking li-
quidity to our participants, and if that is the case, I think we need
to be open to revisiting that.

Senator GILLIBRAND. Okay. Since I have no more time, I am
going to submit my specific cyber question for the record, so you
guys can just answer it once you get in place. You will have more
information to be able to answer it more fully given the answers
already. Thank you.

Mr. BRUMMER. Thank you.

Senator GILLIBRAND. Thank you.

Chairman ROBERTS. I thank the distinguished Senator from New
York for setting a wonderful example with regards to her time.

Senator KLOBUCHAR. Did you do that because I am up next?

Chairman ROBERTS. Precisely. Senator Klobuchar.

Senator KLOBUCHAR. All right. Thank you very much, Mr. Chair-
man. I would like to start by thanking you for holding this hearing
on the important nominations of Dr. Brummer and Mr. Quintenz,
to be Commissioners. Thank you so much for that.

I would like to focus some of my questions, given how people in
my state have been harmed by speculation and by issues that have
come before the Commodity Futures Trading Commission, and we
also have a lot of businesses who hedge their risk legitimately. I
always see a difference between some of the people that do it as
part of their businesses and the effect that other types of specula-
tion has had on our farming community.

Each of you has a strong background with the financial markets.
Dr. Brummer, you have a strong academic background. Mr.
Quintenz, you are a participant in the financial markets as a part
of your business. Could you talk to me about how you would evalu-
ate the differences and the similarities between regulations for the
financial markets and then for agricultural end users.

Mr. BRUMMER. Frankly, one of the first observations is that
farmers and ranchers did not cause the crisis, and I think that has
to be acknowledged. At the same time, derivatives markets exist
for a reason. It is for people to be able to hedge the risk in a way
that is responsible and allows them to ultimately contribute to the
U.S. economy. Certainly the origins and the roots are in the agri-
cultural sector, but there are hardworking Americans, and commer-
cial end users, who need the derivatives markets for similar things.

It is key at the same time just to make sure that when exam-
ining the different risks, the different kinds of positions, the size
of the positions, the liquidity of the different kinds of markets in
which they are operating, to take into account the public interest
across the board and to make sure that U.S. taxpayers are safe.
But this has to be done in a responsible, efficient way.

But again, understanding that is not just a question of the dif-
ferences of the market participants, but also of the different con-
tracts.

Senator KLOBUCHAR. So are you willing then to work with those
who trade physical commodities to ensure that the exemptions to
the position limit rule allow for normal practices of the businesses?

Mr. BRUMMER. Absolutely.
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Senator KLOBUCHAR. Thank you. Mr. Quintenz.

Mr. QUINTENZ. Yes. Thank you, Senator. I think commodity mar-
kets need to work for the people that are exposed to commodity
risk. Ultimately, markets need to work for the people that use
them, and these markets are different than other markets in that
regard. But with regard to your second question, yes, I am very
concerned about making sure that any position limits rule allows
for long-standing and tried and true hedging practices in the en-
ergy markets to make sure that people can, and firms can, hedge
that risk the same way that they have been.

Senator KLOBUCHAR. Well, I know the CFTC has studied specu-
lation extensively. Can you talk a little bit about how the trades
that commercial end users enter into are different than the types
that financial institutions have entered into and just your views on
speculation? Mr. Brummer.

Mr. BRUMMER. Well, certainly speculators have a role in deriva-
tives markets and they are supposed to be there to make sure that
trades are completed where perhaps end users are not there and
to be ready. They help to make the markets work. The CFTC’s reg-
ulation, and particularly its statutory authority, involves excessive
speculation, and to make sure that excessive speculation does not
distort the price discovery operations of these markets.

Senator KLOBUCHAR. Do you think the rules that we have in
place now are adequate to do that, to go after abusive or excessive
speculation?

Mr. BRUMMER. I think we have made a strong start. I think it
is important for the agency to continually reevaluate where it
stands as it gets more information and data, particularly per-
taining to your question on market abuse and market manipula-
tion, because the markets themselves are always changing. You
would have my commitment to do just that and to keep an eye
open and talk to you and others about where the market stands on
this.

Senator KLOBUCHAR. Mr. Quintenz, what steps do you believe
the CFTC should take to reduce the risk of market manipulation
from large market participants using one market to influence a
price for similar contracts in another market?

Mr. QUINTENZ. Thank you, Senator. That is a very good and in-
teresting question. I think they need to be focused on all aspects
that could affect artificially the price in any market. I think that
position size has long been recognized, in the investment commu-
nity, as something that can impact prices and create large price
moves. As such, there has been a very robust regulatory architec-
ture that has developed over the last 70 years to identify, closely
monitor, and in some cases, disallow large positions.

Position limits have been a part of the CFTC’s enforcement for
80 years now, I believe, and large trader reporting requirements for
almost 90 years. So that is well established.

Senator KLOBUCHAR. Thank you very much. I appreciate it.
Forty-four seconds over, Mr. Chairman.

Chairman ROBERTS. That goes into your bank. That is certainly
within the boundaries of the distinguished Senator. This is going
to conclude our hearing this morning. I want to thank each of our
witnesses very much for sharing your background and testimony.
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As the Committee considers your nomination, it has been most val-
uable to hear your perspectives first hand.

I have a little admonition here to both of you, and for that mat-
ter, anybody else who is listening. There has been a lot of discus-
sion about funding here today. I remember well when former
Chairman Gensler came into my office to talk about funding. He
was a little disturbed, alarmed, upset with regards to what the
House of Representatives had done to his budget. We will not get
into numbers, but it was significantly lower than what he re-
quested. I informed him that some might be a little bit more under-
standing of his request, but what would he need all of that money
for. He indicated it would be for several hundred more lawyers to
implement Dodd-Frank.

I asked if there would be parking places available for the attor-
neys and informed him we lived in a brave new world, where I
think at that particular time the debt was about what, $17 trillion,
$16 trillion. It is now 20.

I would say that the best perspective is that of our farmers who
are going through a very difficult time. They are facing terribly
tough times right now and, quite frankly, they just have to do more
with less. There is a lot of talk about that, a lot of press about that.
It is hard. It really is hard, and it requires that you really
prioritize. But they know they have to do it.

I remember sitting at the Pentagon with the commandant of the
Marine Corps going over their mission in the Pacific, which is con-
siderable, if anybody would ever use them. But having said that,
I asked the commandant, how is he going to do this? He said, we
are going to do what we always do, we are going to have to do more
with less.

I think that is the situation that we face, unfortunately. We
should all do the same, and so we are going to talk about things
like user fees and additional funding. It is good that we do that,
but now is not the time. It is not going to happen.

So with that wonderful news, to my fellow members, I would ask
that any additional questions that they may have for the record,
they be submitted to the Committee clerk by 5 p.m. Friday. I thank
you both.

Mr. Quintenz, that young man that looks remarkably like you
can now go to whatever experience he wants to go that will be a
lot more interesting than it has been so far for him today.

The Committee stands adjourned.

[Whereupon, at 11:18 a.m., the Committee was adjourned.]



APPENDIX

SEPTEMBER 15, 2016

(25)



26

Confirmation Hearing
Senate Committee on Agriculture, Nutrition, and Forestry
Statement of Chris Brummer
September 15,2016

Thank you Chairman Roberts, Ranking Member Stabenow and Members of the
Committee. | am honored to be here before you today. | would like to thank President
Obama for nominating me, and my family, especially my wife, for supporting me. The
CFTC has a significant impact on the daily lives of Americans and it is critical that
CFTC-regulated markets work well. 1 hope to contribute to this work.

I come from a family of teachers and farmers. My grandparents had a small farm in the
Shenandoah Valley of western Virginia. Some of my earliest memories are of summers
on that farm, riding in the back of my late grandfather’s pickup truck as we took produce
to the local market. My mother grew up there. She would become an elementary school
teacher and move with my father to northwest Arkansas where I was raised. I grew up in
a rural area outside of Fayetteville where my neighbors raised cattle and horses, and
poultry producers were just a ten minute walk down the road.

This upbringing taught me to respect different points of view. and stressed basic values
that have long sustained the country. Work hard. Help your neighbor. Think before you
act. Do good. These values have paid dividends throughout my life. 1 worked hard in
school, learned a couple of foreign languages. and ended up a lawyer, which opened
doors for me to educational and professional experiences around the world. 1 invested
significant time studying markets and financial regulation as a law professor, and I opted,
where I could, to do good—from advising regulators in the US, Europe and Asia on how
to ensure safe and efficient cross-border market supervision to working on critical
enforcement efforts intended to keep America’s financial markets safe and secure.

The 2008 financial crisis had devastating consequences for the economy and, like many
Americans, it impacted those 1 cared about in many ways. It would also underscore for
me important lessons about interdependence in the global economy.

For much of 2008, 1 was a fellow at the SEC’s Office of International Affairs, on loan
from Vanderbilt law school, where [ was teaching. There, [ helped push forward ‘
America’s regulatory interests and priorities in the world. 1 experienced the degree to
which effective policy responses at home depended on coordination with other countries.
Many of the tools used to buttress failing markets, introduce greater transparency, or
police markets depended on communication, skill and coordination with global actors.

Much of my work since 2008 has focused on understanding our ongoing efforts at home
and abroad to improve cross border oversight of derivatives and securities markets. I am
a strong believer in promoting safe and vibrant financial markets through sensible and
strong regulation at home and close coordination abroad. International coordination
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helps to both level the playing field for U.S. firms competing abroad and prevent
arbitrage that can undermine domestic policy priorities and market practices.

I have seen in my experience assisting law enforcement that threats to market integrity
are very real and must be addressed swiftly. Farmers, ranchers and commercial end users
must be able to trust that markets both function properly and allow market participants to
hedge their commercial risks effectively. These end users also have to trust that the
markets in which they participate are healthy, liquid, and free of fraud and manipulation.
To accomplish this, government oversight should be prudent and efficient, and rules
should be carefully and faithfully enforced.

For our derivatives markets to truly thrive. regulators need to stay ahead of the
technological curve. The CFTC should not be afraid to embrace new technologies and
market strategies that promote transparency, liquidity and operational efficiency. But,
where new technologies do pose risks, such as to cybersecurity or financial stability. both
market participants and taxpayers must be protected.

Finally, I believe the CFTC’s mission going forward is as much about dutifully
concluding the agency’s Dodd Frank Act rule writing as it is about looking forward to
new threats and opportunities facing the derivatives markets. I recognize that to do this
job well requires listening and keeping an open door to the people who rely on these
markets, and I promise to do just that.

Again, I am honored to be here today and look forward to your questions.
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Opening Statement of Brian D, Quintenz, Nominee to the Commodity Futures Trading

Commission

Thank you, Chaitman Roberts, Ranking Member Stabenow, and members of the Senate Agriculture
Committee. It is an honot to be with you this morning, I would also like to thank Majority Leader
McConnell for recommending me for this position and President Obama for my nomination. If
confirmed, I would fill the seat vacated by Scott O'Malia, who set a high standard in his service as
Commissioner.

T am deeply grateful for the love and support of my parents, Kenneth and Susan Quintenz, my
brother, Darren Quintenz, and my two children, Connor and Vivienne, all of whom are in
attendance today. I am proud to have them here.

M. Chairman, 1 am a Midwesterner—a fitst-generation Ohioan whose mother and father grew up
in Wisconsin, the home of my extended family. While I'm a resident of Washington, D.C., T still
consider myself a Midwesterner, and I believe firmly in the Midwest values of hard work, honesty,
and community.

1 come from a family of entrepreneurs and small business ownets. My grandfather on my mother's
side, after serving in World War II, returned home to northwestern Wisconsin and bought a Ford
car dealership. His wife, my maternal grandmother, was raised on a family dairy fatm in Chetek,
Wisconsin. My paternal grandmother owned and operated a restaurant on the east side of
Milwaukee, putting her three sons through college. My father started his own business, my brother
started his own business, and I am the founder of my own business, Saeculum Capital Management.

Saeculum is an investment firm cutrently registered with the CFTC as a Comimodity Pool Operator.
As the sole proprietor of the finm, it is my responsibility to effectively and meticulously manage risk
as well as compliance. T am, therefore, very familiar with the CFTC's investor protection rules,
disclosure requirements, and recordkeéeping obligations. Additionally, as a registered Associated
Person of this firm, I hold a Setes 3 National Commodity Futures Exam License, a credential
valuable in analyzing and interpreting the impact of regulations on futures markets,

I began my career in finance in 2008, during the financial crisis. Working directly under the CEO at
an investment firm focused on the banking sector, I performed detailed valuations on financial
institutions of all sizes and complexities. I became an expert at reading banks' balance sheets and
income statements, understanding their accounting rules and financial disclosures, and forecasting
their capital levels and quarterly earnings.

In this position, I depended on the accuracy and accessibility of publicly available information and
became a firm believer in data and transparency. Transparency increases market efficiency and can
provide important checks on risky behavior. The Commission's focus on data and transpatency is
encouraging, but more progress is needed. If confirmed, I will draw from professional experience to
advance that important work.
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However, my professional career did not begin in finance, it began in public policy. After graduating
from Duke University with a degree in Public Policy Studies, T joined the Office of Congtesswoman
Deborah Pryce, who represented Ohio's 15th District, an area that included my hometown of
Columbus. Ultimately, I became her senior policy adviser with an issue portfolio that included
agriculture.

In meeting agricultural constituents and personally visiting some of the over one thousand family
farmers in our Ohio district, I developed a strong appreciation for the work ethic and sophistication
of America’s farmers and ranchers, as well as for the pressures, costs and risks they face. Should I be
confirmed, I pledge to ensure the market concerns of the agricultural sector are recognized and to
continue developing 2 firsthand knowledge of the agricultural community.

The financial crisis scarred every sector of our economy, hurt individuals, families, and communites,
and exposed deep flaws in our matkets. It deserved a legislative and a regulatory response. As that
response is calibrated, regulations meant to address those flaws should not spill over to harm the
normal activity of ordinary businesses. When costs are added without targeting risk, poor outcomes
ensue. When standardized rules treat low-risk behavior and high-risk behavior equally, tisk is
encouraged instead of reduced. I will work to ensure that regulations and their burdens are tied to
the risks being mitigated.

I would be honored to bring my public policy background, my expertise in finance, my knowledge
of derivatives and their uses, my familiarity with risk management, and my respect for the
agricultural community and end-users of these markets to the CFTC. This is a crucial time for our
financial markets and for the people that depend on them. It would be a privilege to be of service in
safeguarding and improving our country's marketplaces.

Iwould be pleased to answer your questions.
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September 14, 2016

The Honorable Pat Roberts

Senate Committee on Agriculture, Nutrition. and Forestry
328-A Russell Senate Office Building

Washington, DC 20250

Dear Chairman Roberts:

Pursuant to the requirements of the Ethics in Govermment Act of 1978, as amended. and 5
C.F.R. 2634.606(a). I am hereby updating certain information reported ony my OGE 278 public
financial disclosurce report, signed on January 29, 2016, respecting outside carned income and
honoraria received to date.

From January 2016 to date, [ have received outside earned income of $262,500 from
Georgetown University, $33.000 from the Atlantic Council, and $37.500 from the Milken
Institute. During that same period. I have not carned honoraria of any amount. | have no other
covered income to report.

Additionally, the value of certain assets previously reported on my OGE 278 have
increased. On page 3. Part 2. item #3, the value of the Vanderbilt University Defined
Contribution: Vanguard Institutional Target Retirement 2023 Fund Institutional Shares
(VRIVX) is now $30-5100.000. On page 3, Part 2, item #9. the value of the SEP IRA TIAA
CREF TRLCX Large-Cap Retirement number is now $15-50,000.

‘Thank you for your consideration of this correspondence.

Sincerely,

[

Christopher James Brummer

Ce: The Honorable Debbie Stabenow, Ranking Member
Ranking Member
United States Senate Committee on Agriculture, Nutrition. and Forestry
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UNITED STATES OFFICE OF
GOVERNMENT ETHICS
*

The Honorable Pat Roberts

Chairman

Committee on Agriculture, Nutrition,
and Forestry )

United States Senate

Washington, DC 20510

Dear Mr. Chairman:

In accordance with the Ethics in Government Act of 1978, T enclose a copy of the
financial disclosure report filed by Christopher J. Brummer, who has been nominated by
President Obama for the position of Commissioner, Commodity Futures Trading Commission.

We have reviewed the report and have obtained advice from the agency concerning any
possible conflict in light of its functions and the nominee’s proposed duties. Also enclosed is an
ethics agreement outlining the actions that the nominee will undertake to avoid conflicts of
interest. Unless a date for compliance is indicated in the ethics agreement, the nominee must
fully comply within three months of confirmation with any action specified in the ethics
agreement.

Based thereon, we believe that this nominee is in compliance with applicable laws and
regulations governing conflicts of interest.

Sincerely,

s

David J. Apol
General Counsel

Enclosures

1201 New York Avenue, NW, Suite 500 | Washington, DC 20005
WWW,0ge.gov
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April 7, 2016

Jonathan L. Marcus

General Counsel and

Designated Agency Ethics Official
Office of the General Counsel
Commodity Futures Trading Commission
Three Lafayette Centre

1155 21st Street, N. W,

Washington, D.C. 20581

Dear Mr. Marcus:

This letter describes the steps T will take to avoid any actual or apparent conflict of
interest in the event that I am confirmed for the position of Commissioner for the Commaodity
Futures Trading Commission ("CFTC").

As required by 18 U.S.C. § 208(a), I will not participate personally and substantially in
any particular matter in which | know that I have a financial interest directly and predictably
affected by the matter, or in which I know that a person whose interests are imputed to me hasa
financial interest directly and predictably affected by the matter, unless I first obtain a written
waiver, pursuant to 18 U.S.C. § 208(b)(1), or qualify for a regulatory exemption, pursuant to 18
U.S.C. § 208(b)(2). 1 understand that the inicrests of the following persons are imputed to me:
any spouse or minor child of mine; any general partner of a partnership in which T am a limited
or general partner; any organization in which I serve as officer, director, trustee, general pattner
or employee; and any person or organization with which I am negotiating or have an
arrangement concerning prospective employment,

Upon confirmation, T will take an unpaid leave of absence from my position as a Law
Professor at Georgetown University. I will not participate personally and substantially in any
particular matter that to my knowledge has a direct and predictable effect on the financial
interests of Georgetown Universily, unless 1 first obtain a written waiver, pursuant to 18 US.C.
§ 208(b)(1), or qualify for either the exemption at § C.F.R. § 2640.203(b) or another regulatory
exemption pursuant to 18 U.S.C, § 208(b)(2).

Upon confirmation, 1 will resign from my positions with the following entities: the
Atlantic Council; and the Milken Institute, For a period of one year after my resignation from
each of these entities, 1 will not participate personally and substantially in any particular matter
involving specific parties in which I know that entity is a party or represents a party, unless [ am
first authorized to participate, pursuant to 5 C.F.R, § 2635.502(d).

Upon confirmation, 1 will resign from my position with NASDAQ. For a period of one
year afler my resignation, [ will have a "covered relationship” under 5 C.F.R, § 2635.502 with
NASDAQ. Pursuant to 5 C.F.R. § 2635.502(d), T will seek written authorization to participate in
particular matiers involving specific parties in which NASDAQ is a party or represents a party.
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However, during my appointment to the position as a Commissioner for the CFTC, T will
not participate personally and substantially in any particular matter involving specific partics in
which I previously participafed while in my position with NASDAQ. I resigned from my
position with the University of Pennsylvania in November 2015, For a period of one year after
my resignation, I will not participate personally and substantially in any particular matter
involving speeific parties in which I know the University of Pennsylvania is a party or represents
a party, unless I am first authorized to participate, pursuant to 5§ C.F.R. §2635.502(d).

I resigned from my position with the Financial Industry. Regulatory Authority (FINRA) in
December 2015, FINRA is paying legal fees in connection with an ongoing litigation related to
my former services to FINRA. I will not participate personally and substantially in any
patticular matter that to my knowledge has a direct and predictable effecl on the ability or
willingness of FINRA to provide this benefit to me, unless I first obtain a wiitten waiver,
pursuant to. 18 U.S.C. § 208(b)(1). Additionally, for a period of one year from the date of my
resignation or for as long as FINRA is paying legal fees for me in connection with any pending
legal matters, whichever is later, I will not participate personally and substantially in any
particular matter involving specific parties in which I know FINRA is a party or represents a
party, unless I am first authorized to participate, pursuant to S C.E.R. § 2635.502(d).

I receive royaltiés from Cambridge University Press for sales of my books: Soft Law and
the Global Financial System: Rule Making in the 21st Century; and Mindlateralism: How Trade
Alliances, Soft Law and Financial Engineering are Redefining Economic Statecrafl, I will not
participate personally and substantially in any particular matter involving specific parties in
which I know Cambridge University Press, is a party or represents a party, unless I am first
authorized to participate, pursuant to 5§ C.F.R, § 2635.502(d).

T understand that as an appointee I am required to sign the Ethics Pledge (Exec Order No,
13490) and that I will be bound by the requirements and restrictions therein in addition to the
commitments I have made in this agreement.

Finally, I have been advised that this ethics agreement will be posted publicly, consistent
with 5 U .8.C. § 552, on the website of the U.S. Office of Government Ethics with ethics
agreements of other Presidential nominees who file public financial disclosure reports.

Sincerely,

Christopher James Brummer
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U.S. SENATE COMMITTEE ON AGRICULTURE, NUTRITION & FORESTRY
Questions for Executive Nominees
114™ Congress

1. Basic Biographical Information

Please provide the following information.

Position to Which You Have Been Nominated

Name of Positiokn Date of Nomination

Commissioner, CFTC

Last Name ‘

]ﬁfst Name - Middle NAme

Christopher James Brummer

Addresses

Residential Address Co Office Address
~(do not.include street address) -\ e .+« (include street address) -
Street:
600 New Jersey Ave.
City: Washington State: DC Zip:20012 City: ! State; DC | Zip: 20012
Washington

~ Oflier Names Used

: B 5'8‘;%%%8‘@ : kkN‘ameUs‘eculTo
First Name Middle Name | " Last Name' . | Suffix | §§ Month/Year) |1 ?éfl“t}?/{}; iaﬁ.
: 98] neoknoxir | TEEEOSR
G Cestimate) Lo : b
Est Est
o =}
Est Est
fal =]
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Birthi Year and Place.

Year of Birth SRR : Placek‘of Bil‘fh
(Do not include month and day,)

1975 Louisville, KY

Chéck All ;f‘haf Desénbé our Curfent éifuatioﬁ: ‘

Annulled Divorced Widowed

Never Married Married Separated
=]

o XO =] a ju]

Spouse’s Last Name Suffix

Loko

Spouse’s First Name
Rachel

. Lo : : | Namelsed | o o UsedTo
L R 8 From | S Nean)
First Name | Middle Name | “LastName | Suffix | (Month/Year). SRR
CaEstoale o : : 183 G (Check box if .-
: ! iy S 3 (Check box if, . estimate)
Cestimate) i i

Est Est

Q Q

Est Est

0 £
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Children’s Names (if over 18)

First Naine . X ;'Middlé Name oo Last Name.

2. Education

List all post-secondary schools attended.

. Type of Schogl e Date Began | School o . Sl
A ““(vocational/technical/trade school, -~ School | (month/year). {1  Pates
‘N;Trﬁfff . collegefutiversity/military college, + * | (month/year): |- (check boxif | = Degree . | A;"az:-tded
B spondenice/di ¢ ionfonline | (check box if | estimate) (check | " ey
school) estimate) “present” box if
: : “still ig schiool) : : -
3 3 3 Est Est
Columbia University 0872001 ] present ID. 2004
Law School 0572004 o
a
Tverst versi Est Est
Un.lverslty of | University 081998 S present Ph.D. 2001
Chicago 05/1992001 o
0
; [ st st
Princeton University agnes Ds Pressat 2 N/A
05/1998 & o
: versi Est Est
Watshmgtor} University /19930 & Present s AB. 1997
University in 051997 © o
St. Louis
University of | University 0871995 03/1996 None
Tuebingen {exchange
student)




3. Employment
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(A) List all of your employment activities, including unemployment and self-employment.
If the employment activity was military duty, list separate employment activity periods to
show each change of military duty station. Do not list employment before your 18th

birthday unless to provide a minimum of two years of employment history.

Type of Employment

(Active Military Duty Station, - o . Date .
National Guard/Resetve, SR e Employment
USPHS Commissioned Corps, o : e ‘Date ' Ended
 Other Federal employment,: |- Name ol Your - | o o 0| Location: | Employmen | (monthiyear)
State Government (Non= = . Employer/ ~ Position. | Ciyand | tBepan | (checkboxif’.
- Federal Employment), Self- ~Assigned Duty.  Title/Rank “State. |- (monthiyear) | - estimate)
employment, Unemployment, (L Station LTI EER only)' oty {check boxif o (check
“Federal Contractor; Non= S i : ~estimate) 1 “present” box
Government Employment G : Cifstill
{excluding self-employment), cimployed)
Other :
Non-Government Georgetown Law Professor, Washingt | Est Est
Employment Director, on, DC 0772009 o | Presento
Institute of
International
Economic Law
Non-Government Penn Law Visiting Philadelph | Est Est
Employment Professor ia, PA 82015 a | uansa
Non-Government Atlantic Council Senior Fellow | Washingt | 122012 Presont
Employment on DC
Non-Government Milken Institute Senior Fellow | Washingt | 201 Present
Employment on DC
Non-Government Vanderbilt Law Assistant Nashville, | Bst Est
Employment Professor ™ 05/2006 o | o700 o
Non-Government FINRA Panelist, Washingt | 0172013 1212015
Employment National on, DC
Adjudicatory
Council
(Disciplinary
Matters)
Non-Government NASDAQ Delisting Washingt | Bst Est
Employment Panelist on, DC 00 @ | Pressnt °
(Disciplinary
Matters)
Non-Government Cravath Swaine & Associate New Est Est
Employment Moore LLP York, Ny | 20 e R
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Non-Government Cravath Swaine & Legal Intern New Est Est
Employment Moore LLP York, Ny | MA04 0 0572084 0
Non-Government Cravath Swaine & Summer New OESS;ZGOS R ;3;;2 o0
Employment Moore LLP Associate York, NY "
Non-Government Bryan Cave LLP Summer Kansas Est Est
Employment . Associate City, MO 062002 0 082002 0
Government Employment Central Intelligence | Graduate Washingt 555;1999 5;;2 200
Agency Fellow on, DC
(internship)

(B) List any advisory, consultative, honerary or other part-time service or positions with

federal, state, or local governments, not listed elsewhere.

Date Service

Date Service Ended

Name of Government Name of Position . Began . (momb/year) (check box
Entity (monthfyear) o if estimate} (check:
{check box if “present” box if stil

B estimate) Loserving) o

t Est  Present
o o o

4. Honors and Awards

List all scholarships, fellowships, honorary degrees, civilian service citations, military
medals, academic or professional honors, honorary society memberships and any other
special recognition for outstanding service or achievement.
¢ Valedictorian, Fayetteville High School, Fayetteville, Arkansas
*  A.B., summa cum laude, Washington University St. Louis

* Andrew W, Mellon Fellowship in the Humanities

* Jacob K. Javits Fellowship
* Hamilton Fellowship,* Columbia Law School
* Harlan Fiske Stone (2004) Scholar® and James Kent Scholar (2003),* Columbia Law

School

* Columbia Law Review, Columbia Law School

! The Alexander Hamilton Fellowship is the leading scholarship based on academic merit awarded to incoming
students at Columbia Law School.

2 A student is named a Stone Scholar if during an academic year the student has an academic average significantly

better than 3.4.

3 Kent Scholar is generally awarded each year to the top 1 - 3 percent of the class.
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5. Memberships

List all memberships that you have held in professional, social, business, fraternal,
scholarly, civie, or charitable organizations in the last 10 years.

Unless relevant te your nomination, you do NOT need to include memberships in
charitable organizations available to the public as a result of a tax deductible donation of
$1,000 or less, Parent-Teacher Associations or other organizations connected to schools
attended by your children, athletic clubs or teams, automobile support organizations (such
as AAA), discounts clubs (such as Groupon or Sam’s Club), or affinity
memberships/consumer clubs (such as frequent flyer memberships).

Name of Qtganization ‘

" Dates of Your Membership

(You may approximate,)

Position(s) Held

New York Bar

2005-Present

Member
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6. Political Activity

(A) Have you ever been a candidate for or been elected or appoeinted to a political office?

Neo

Name of Office

Elected/Appointed/
Candidate Only

Year(s) Election

Held or

Appointment
Made

Term of Service

(if applicable)

(B) List any offices held in or services rendered to a political party or election committee
during the last ten years that you have not listed elsewhere.

Name of Pa rty/Election

Committee

- Office/Services Rendered - :

Re‘spo‘nsibilities :

" Datesof
~Service




49

(C) Itemize all individual political contributions of $200 or more that you have made in the
past five years to any individual, campaign organization, political party, political action
committee, or similar entity. Please list each individual contribution and not the total
amount contributed to the person or entity during the year.

Name of Recipient Amount Year of Contribution
Barack Obama ‘ $500 2012
Barack Obama $1050 2008
Brandon Todd ‘ $500 2015
Donna Edwards $250 2014

Harold Ford $500 2006
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7. Publications

List the titles, publishers and dates of books, articles, reports or other published materials
that you have written, including articles published on the Internet.

“Title : ‘ . K Publisher Date(‘s) bf Publication ;

Soft Law and the Global Financial | Cambridge University Press 2015
System: Rule Making in the 21%
Century, 2" edition

Disruptive Technology and Fordham Law Review 2015
Securities Regulation

Institutional Design: the Oxford University Press 2015
international Architecture in The
Oxford Handbook on Financial
Reguiation

Renminbi Ascending: How Atlantic Council 2015
China’s Currency Impuocts Global
Markets, Foreign Policy and
Tronsotlantic Financiol
Regulation

Key Theoretical Parameters of Brill 2015
the Soft Law Debate: A Basic
Overview in The Changing
‘Landscape of Global Financial
Governance

Testimony of Chris Brummer, European Parliament 2014
1.D., Ph.D. before the European
Parliament Committee on

Economic and Monetary Affairs

Systemically Important Banks Oxford University Press 2014
{S1Bs} in the Post-Crisis Era: The
Global Response, and Responses
Around the Globe for 135
Countries {with James R, Barth,
Tong Li, and Daniel E. Nolle), in
The Oxford Handbook of
Banking, Revised Edition

The New Politics of Transatiantic | Routledge 2014
Credit Rating Agency Regulation,
in The Fate of Transnational

Financial Regulation (with Rachel

Loko),
The Challenge of Releasing the International Financial Law ) 2014
Redback Review

The Case for the TTIP
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Head to Head: Does today's
world need g global financial
regulator

Minilateralism

Cambridge University Préss

2014

FinTech: Building a 21st-Century
Regulator’s Toolkit

Mitken institute

2014

21st century FinTech market and
policy developments

Milken Institute

2014

Getting to Yes on Transatlantic
Financial Regulation

Project Syndicate

2014

Danger of Divergence:
Transatlantic Financial Reform &
the G20 Agenda

Atlantic Council

2013

Domestic Bank Regulation in a
Global Environment — A
Comparative Diologue (Published
Panel Discussion with Lissa
Broome, Michael Helfer, Cyrus
Amir-Mokri, Robert Hocket &
Nick O'Neill)

North Carolina Banking Institute
Journal {University of North
Carolina)

2013

Bank Leverage Now in EU's
Hands

Want to Save Dodd-Frank?
Consider TTIP

tondon Is Better Off Reformed
{LIBOR}

Who Wins if Greece Exits?
Why Europe's "Technocrati”
Can't Do it All

Huffington Post

2013

The JOBS Act isn’t All
Crowdfunding

Forbes

2013

Crowdfunding: Maximizing the
Promise and Minimizing the
Peril, A Roundtable Discussion at
Georgetown University Law
Center

Milken Institute

2012

Charter of the Financial Stability
Board, Introductory Note,
International Legal Materials

American Society of
International Law

2012
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Networks (In)Action? World Bank Legal Review 2011
How International Financial Law | Georgetown Law Journal 2011
Works {and How it Doesn’t}

Territoriality as a Regulatory University of Cincinnati Law 2010
Technigue: Notes From the Review

Financial Crisis

Origins of the Financial Crisis and | American Society of 2010
international/National International Law

Responses: An Overview

Why Soft Law Governs Finance— | Journal of International 2010
And Not Trade, 13 Journal of Economic Law

International Economic Law

Post-American Securities California Law Review 2010
Regulation

Stock Exchanges and the New University of Chicago Law 2008
Markets for Securities Law Review

Corporate Law Preemption in an | Southern California Law Review | 2008
Age of Global Capital Markets, {USC)

Regional integration and Chicago Journal of International | 2008
Incomplete Club Goods: A Trade | Law

Perspective

The Ties that Bind? Regionalism, | Vanderbilt Law Review 2007
Commercial Treaties and the

Future of Global Economic

Integration

Examining the Institutional Oxford University Press 2008
Design of International

investment Law" in Karl P.

Sauvant, ed., Appeals

Mechanism in International

Investment Disputes

Sharpening the Sword: Class Columbia Law Review 2004
Certification, Appellate Review,

and the Role of the Fiduciury

Judge in Class Action Lawsuits

Blood and Iron in the Sand: Unpublished '} 2001

Colonialism, Politics and Culture
in German Southwest Africa
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8. Lobbying

In the past ten years, have you registered as a lobbyist? If so, please indicate the state,
federal, or local bodies with which you have registered (e.g., House, Senate, California

Secretary of State). No
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September 14, 2016

Honorable Pat Roberts

Chairman,

Committee on Agriculture, Nutrition and Forestry
United States Senate

Washington, D.C. 20510

Dear Chairman Roberts:

On March 21, 2016, a copy of my OGE Form 278, Executive Branch Personnel Public
Financial Disclosure Report, required in connection with my nomination to serve as
Commissioner of the Commodity Futures Trading Commission, was submitted to the U.S. Office
of Government Ethics. That report contained all required financial information for calendar year
2015 and for calendar yvear 2016 through March 21, 2016.

The Ethics in Government Act of 1978, as amended. also requires that [ update certain of
the information reported on the OGE 278 respecting outside carned income and honoraria to date
which occurs not more than five days before the date of the hearing to be held by your committee
to consider my nomination. ’

Accordingly. please be advised that  have earned an aggregate of $14,895 in outside
earned income since submitting my OGE 278 through September 14, 2016. During that period, 1
have not earned honoraria of any amount. [ have no other covered income to report.

1 am aware that the CFTC’s Ethics Program and its ethics officials are available to
provide me with ethics guidance and assistance to help me identify, avoid, and resolve any and
all potential or actual conflicts of interest or appearance issues. If confirmed. I commit to
affirmatively seek ethics guidance and assistance so that I can take appropriate steps to identify,
avoid, and resolve any and all potential or actual conflicts of interest or appearance issues as a
Commissioner of the CFTC that may arise as a result of my prior marriage.

I thrust this letter satisfies the additional applicable reporting requirements contained in
the Ethics in Government Act.

Yours sincerely.

-

L

Brian D. Quintenz
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UNITED STATES OFFICE OF
GOVERNMENT ETHICS
*

The Honorable Pat Roberts
Chairman

Committee on Agriculture, Nutrition,
and Forestry

United States Senate

Washington, DC 20510

Dear Mr. Chairman:

In accordance with the Ethics in Government Act of 1978, 1 enclose a copy of the
financial disclosure report filed by Brian D, Quintenz, who has been nominated by President
Obama for the position of Commissioner, Commodity Futures Trading Commission,

We have reviewed the report and have obtained advice from the agency conceming any
possible conflict in light of its functions and the nominee’s proposed duties. Also enclosed is an
ethics agreement outlining the actions that the nominee will undertake to avoid conflicts of
interest. Unless a date for comphance is indicated in the ethics agreement, the nominee must
fully comply within three months of confirmation with any action specified in the ethics
agreement,

Based thereon, we believe that this nominee is in compliance with applicable laws and
regulations governing conflicts of interest.

Sincerely,

David J. Apol
General Counsel

Enclosures

1201 New York Avenue, NW, Suite 500 | Washington, DC 20005
WWW.0ge.gov
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March 21,2016

Jonathan L. Marcus

General Counsel and

Designated Agency Ethics Official
Office of the General Counsel
Commodity Futures Trading Commission
Three Lafayette Centre

1155 21st Street, N.W.

Washington, D.C. 20581

Dear Mr. Marcus:

This letter describes the steps I will take to avoid any actual or apparent conflict of inferest in
the event that I am confirmed for the position of Commissioner for the Commodity Futures Trading
Commission (CFTC). '

As required by 18 U.S.C. § 208(a), I will not participate personaily and substantially in any
particular matter in which I know that I have a financial interest directly and predictably affected by the
matter, or in which I know that a person whose interests are imputed to me has a financial interest directly
and predictably affected by the matter, unltess I first obtain a written waiver, pursuant to 18 U.S.C.

§ 208(b)(1), or qualify for a regulatory exemption, pursuant to 18 U.S.C. § 208(b)(2). I understand that
the interests of the following persons are imputed to me: any spouse or minor child of mine; any general
partner of a partnership in which 1am a limited or general partner; any organization in which I serve as
officer, director, trustee, general partner or employee; and any person or organization with which Iam
negotiating or have an arrangement concerning prospective employment.

1 am the founder, Managing Member, and Managing Principal of Saecutum Capital Management
(“SCM™), LLC, a limited liability company. SCM is a Commodity Pool Operator ("CPO"). Iserve as the
Associated Person of SCM with regard to its status as a CPO. As the sole owner and only
registered/licensed employee of SCM, I hold a 100% controlling interest in SCM. SCM is subject to
regulation by the CFTC and is also a member and registrant of the National Futures Association ("NFA”).
SCM is also the sole general partner of Saeculum Capital Partners, LP (“SCP”). SCP is organized as a
limited partnership which serves as a pooled investment vehicle for a commodity pool. Although 1am not
a {imited partner of SCP, I serve as the Managing Member of the general partner, SCM. SCPisa
commodity pool and is subject to regulation by the CFTC.

As required by 7 U.S.C. § 2(a)(8), I understand that, when I am appointed a Commissioner of the
CFTC, Twill be prohibited from employment with any entity subject to regulation by the CFTC, and I
will also be prohibited from participating, directly or indivectly, in any registered entity operations or
transactions of a character subject to regulation by the CFTC. Further, as required by 7 U.8.C. § 13(c), 5
CFR, §5101.102, 17 CF.R. § 140.735-2, and 17 C.F.R. § 140.735-a, [ understand that, when I am
appointed a Commissioner of the CFTC, I will be prohibited from engaging in certain transactions and
holding certain prohibited interests.
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Therefore, if I am confirmed as Comumissioner, I will not be appointed to the position, until L have
either (1) fully transferred any and all of my interests in SCM and SCP as set forth below, or (2)
completed the necessary steps set forth below to dissolve SCP and to place SCM either in an inactive
status or wind it down. )

If [ transfer all of my interests in SCM and SCP, 1 will transfer 100% of my ownership of
SCM, including its CPO responsibilities, to another eligible entity or entities who will be fully substituted
for my current interests, and I will complete the following steps before I am appointed to the position of
Commissioner:

1. Iwill resign as the Managing Member and Managing Principal
of SCM;

2. 1 will receive a payout of any fees for services I provided to
SCM or its clients prior to my confirmation or I will forfeit the
fees;

3. Iwill receive a payout of any cartied interest I have in SCP or1
will forfeit it; and

4, T will withdraw my registration as an Associated Person from the
NFA.

If I do not transfer all of my interests in SCM and SCP, I will take the following necessary steps
to dissolve SCP and fo place SCM either in an inactive status or wind it down before I am appointed to
the position of Commissioner:

1, Iwill Hquidate, return, or transfer all funds received from each
client of SCM and each investor in SCP, other than fees retained
for services provided prior to my confirmation;

2. Twill receive a payout of any carried interest I have in SCP or I

will forfeit it;

1 will withdraw the registration of SCM as a CPO with the NFA;

4, I will withdraw my registration as an Associated Person from the

NFA; :

I will fake any additional steps required to dissolve SCP; and

6. I will wind down SCM or place it in an inactive status for the
duration of my appointment,

G

o

Until all of these actions are completed, T'understand and acknowledge that I will not be
appointed Commissioner. I will confirm in writing prior to my appointment as a Comutissioner that I
have either (1) fully transferred any and all of my interests in SCM and SCP as set forth above, or (2)
completed the necessary steps set forth above to dissolve SCP and to place SCM either in an inactive
status or wind it down. For a period of one year after completing the last of these steps, I will not
participate personally in any particular matter involving specific parties in which I know a former client
of SCM, investor in SCP, or any entity or entities to whom I have transferred my interests in SCM or
SCP, is a party or represents a party, unless I am first authorized fo participate pursuantto 5 CER,

§ 2635.502(d). During my appointment as Commissioner, I will not provide any services to SCM, except
to the extent that I may need to comply with any requirements involving legal filings, taxes, fees, or
similar matters related to maintaining SCM in an inactive status or winding it down.
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On December 15, 20185, I dissolved SCM’s Registered Investment Advisor (“RIA”) business by
deregistering the firm in Washington, D.C. and the State of Virginia. As a result of SCM’s deregistration
in both Washington, D.C. and the State of Virginia, SCM is nc longer registered as an Investment
Advisor Firm with the Financial Industry Regulatory Authority (‘FINRA™).

I previously served as the Investment Advisor Representative (“IAR”) of SCM with regard to its
status as a RIA and on December 15, 2015, I withdrew my personal registration as an JIAR of SCM from
Washington, D.C. and the State of Virginia, On December 13,2015, I also withdrew my personal
registration as an JAR of SCM from the SEC, I will not participate personally and substantially in any
particular matter involving specific parties in which I know a former client of mine, is a party or
represents a party, for a period of one year after I last provided service to that client, unless I am first
authorized to participate, pursvant to § C.FR. § 2635.502(d). )

1 will retain my position as a trustee of two trusts for my dependent children. I will not receive
any fees for the services that I provide as a trustee during my appointment as Comtnissioner. I will not
participate petsonally and substantially in any particular matter that to my knowledge has a direct and-
predictable effect on the financial interests of either of these trusts, unless I first obtain a written waiver,
pursuant to 18 U.S.C. § 208(b)(1), or qualify for a regulatory exemption, pursuant to 18 U.8.C,

§ 208(bY(2).

Upon confirmation, I will also resign from my position with Foundation for the Preservation of
Historic Georgetown. For a period of one year after my resignation, I will not participate personally and
substantially in any particular matter involving specific parties in which I know that the Foundation for
the Preservation of Historic Georgetown, is a party or represents a party, unless I am first authorized to
participate, pursuant to 5 C.F.R. § 2635.502(d).

Upon confirmation, 1 will resign from my position with the MBA Alumni Advisory Council of
Georgetown University’s McDonough School of Business.

Finally, [ understand that as an appointee [ am required to sign the Ethics Pledge (Exec Order
No. 13450) and that I will be bound by the requirements and restrictions therein in addition to the
commitments I have made in this agreement. T have been advised that this ethics agreement will be posted
publicly, consistent with 5 U.S.C. § 552, on the website of the U.S. Office of Government Ethics with
ethics agreements of other Presidential nominees who file financial reports.

Sincerely,

Brian D, Quintenz
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Quintenz OGE 278, Note 1 —Schedule A, pg. 2, line 2:

Saeculum Capital Mapagement, LLC ("SCM™), a Washington D.C. limited Hability company, is a
Commodity Pool Operator ("CPO"). On December 15, 2015, I dissolved SCM’s Registered Investment
Advisor (“RIA”) business by deregistering the firm in Washington, D.C. and the State of Virginia. Asa
result of SCM’s deregistration in both Washington, D.C. and the State of Virginia, SCM is no longer
registered as an Investment Advisor Firm with the Financial Industry Regulatory Authority (‘FINRA”). 1
previously served as the Investment Advisor Representative (“IAR”) of SCM with regard to its status as a
RIA and on December 15, 2015, I withdrew my personal registration as an [AR of SCM from
Washington, D.C. and the State of Virginia. On December 15, 2015, I also withdrew my personal
registration as an JAR of SCM from the SEC,

1 serve as the Associated Person of SCM with regard to its status as a CPO. As the sole owner and only
registered/licensed employee of SCM, 1 hold a 100% controlling interest in SCM. SCM is subject to
regulation by the CFTC and is also a member and registrant of the National Futures Association ("NFA”).
SCM is also the sole general partner of Saeculum Capital Partners, LP (“SCP”). SCP is organized as a
limited partnership which serves as a pooled investment vehicle for a commodity pool. Although I am not
a limited partner of SCP, [ serve as the Managing Member of the general partner’s interests in SCP. SCP
is a commodity pool and is subject to regulation by the CFTC.

Under SCP’s Limited Partnership Agreement, SCM is primarily responsible for the management of SCP.
As the Managing Member of SCM, I manage SCP’s commodity pool. SCP was organized as a Delaware
limited partnership to operate as a private investment partnership. SCP’s investment objective is to pool
the investment capital of investors for the purpose of capitalizing on high-probability, medium-to-long-
term momentum opportunities across various futures markets - primarily global equity index futures -
uncovered by the Partnership’s proprietary systematic approach.

Schedule A pg.2, Line 2 reflects the financial value I derive from SCM in the following ways: the firm's
estimated value as a going concern listed in Block B, capital gains noted in Block C in the form of carried
interest that SCM earned over the reporting period as the General Partner of SCP, and fees noted in Block
C that SCM earned over the reporting period from managing client funds in the RIA and commodity pool.
The Total Assets under Management (AUM) for SCM on which it earned management fees was between
$500,000 and $5 million as of the end of the reporting period. The investments held by SCM included E-
mini S&P futures, options on E-mini S&P futures, and cash held with Interactive Brokers Group, Inc,
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U.S. SENATE COMMITTEE ON AGRICULTURE, NUTRITION & FORESTRY
Questions for Executive Nominees
114™ Congress

1. Basic Biographical Information

Please provide the following information.

Position fo Which You Have Been Nominated . .

Name of Position o e i Date of Nomigation

Commissioner, Commodity Futures Trading March 3, 2016

Commission

o CurrentLegal Name

First Nams " Middle Name ~ " LasiName

Brian David : Quintenz

Addres.ses :

"~ Residential Address ‘ i e 2 Office Address:
(do not include street address) S (include street address)

Street:2907 Q Sfreet, NW

City: City: State: I Zip:
Washington Washington bC 20007
Otlier Names Used
S . ~ : Togh ;Nj%‘fﬁfs'eg: Naine Used To ‘
CFirstName | Middle Name | - Last Name | Suffix g o (Month/Year) (Mgnt]l:igea%
o . e A3 1 (chock box it | (Checkboxi
: : o : =l sstimate) estimate}
Est Est
o o
Est Est
=} o
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Birth Year and Place:
s Year of Birth g i T :Pla‘cekofBirth
(Do not include month and day.) i :
1977 Milwaukee, W1
s+ Marital Status
Check All That Describe Your Current Situation:
Never Married Married Separated Annulled Divorced Widowed
o o [u] o X [s]
i Spouse’s Namte: o
- (current spouseonly). .
oo Spouse’s First Name: Spouse’s Middie Name - Spouse’s Last Name ‘%éiﬁ‘

. Spouse’s Other Names Used
. (currentspouse only)

. S L g peled | NameUsdTo
 FirstName | MiddleName | LastName |Suffix | 33| Monwvem) | (Mombean
: EEE— ‘ Tl (Checkvaxie | (Check boxif .

estimate)’ ‘emmm)‘ :
Est Est
o o
Est Est
[« fus
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Children’s Names (if over 18) - -

FirstName =

Middle Name

: Last Name.

2. Education
List all post-secondary schools attended.
‘ S  Typeof School | 'DateBegan | Daéi:i) O?ed o o
 Nameof | (vocstionalfechnicaltadeschool, | = Sehool | o CRES  | | pate
~School -} wxQollegei'unxyef‘sxty/mxllltagc?lle‘ge,ﬁnﬁ‘; gg’i‘;;hgfz% . box if estimate) . g m Awarded
SR S school) \ estimate) ‘(cl.\eck. gre;ent box : S
8 : g $ if still in school) - TR i
Duke College 0871595 Est | 0571999  Est Present | Bachel | 05/1999
University ° R ors of
Arts
Georgetown | University 0872007 Est | 052009 Est Present | MBA | 05/2009
University ° eo=
McDonough
School of
Business
Est Est Present
=] B o
Est Est Present
o a a




3. Employment
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{A) List all of your employment activities, including unemployment and self-employment.
If the employment activity was military duty, list separate employment activity periods to
show each change of military duty station. Do not list employment before your 18th

birthday unless to provide a minimum of fwo years of employment history.

Type of Employment:

“Date

s, OH

{Active Military Duty Station;
" National Guard/Reserve; | ‘I Employment
“USPHS Commissioned Cotps, |- QN~ ot Vens o Lo Lo o . _[i’é‘.tﬁ Sl Ended
“-Other Federal employment; | 7 Name oL YOur: - : | uocation | Employment mionth/year
i State Govemmegt (){‘Ion- . Emplover/ : &;%sg;“%m (City and Bégan | écheck box i)f
- Federal Bmployment), Self- - Asgigned Duty Title/Rank - State {mionth/year). - estimate)
employment, Unemployment, Station SRERRARX L only)t | (check box if (check
Federal Contractor, Non- G P B B . estimate) “present” box'
Government Employment: ; e if still
- (excluding self-employment), | - employed}
conn i Other o T T g i Chi o i
Self-Employment Saeculum Capital Managing Washingt | 112013 Est | present Est
Management LLC Principal on, DC “ °
Non-government Rose International for | Consultant Bethesda | 062013 Est | 172013 Est
employment Bank of America ,MD “ @
Merrill Lynch
Unemployed 0672012 Bst ] 0612013 Est
o =)
Non-Government Hill-Townsend Senior Chevy 0572009 Est | 0612012 Est
Employment Capital LL.C Investment Chase, “ “
Associate MD
Student Georgetown MBA Washingt | 0812007 Est | 0512009 Est
University Candidate on, DC ° °
McDonough School
of Business
Unemployed 06/2697 6712007
Other Federal Employment | Congresswoman Senior Washingt | 9342001 06/2067
Deborah Pryce (OH- | Legislative on, DC
15) Aide
Unemployment 312601 (X
Non-Government Kasich 2000 Director of Washingt | 0611999 0172001
Employment Travel and on, DC
Assistant to and
the Treasurer | Columbu
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(B) List any advisery, consultative, honorary or other part-time service or positions with
federal, state, or local governments, not listed elsewhere.

B I -Date Service Date Service Ended
Name of Government L Name of Position ) : Began (monthilyear) (check box
- Entity : : - : (month/year): i if estimate) (check :
SeR i {check box if - “present™ box iF still
S : : : : estimate). Slreiserving)

Est Est Present

0 0 o
Est Est  Present

o o =}
Est Est Present

a) o a

4. Honors and Awards

List all scholarships, fellowships, honorary degrees, civilian service citations, military
medals, academic or professional honors, honerary seciety memberships and any other
special recognition for outstanding service or achievement.

Georgetown McDonough School of Business Merit Based Scholarship

Beta Gamma Sigma Honors Society

Duke University Magna Cum Laude

Duke University Dean’s List and Dean’s List with Distinction, multiple semesters
Duke University Highest Distinction in Public Policy Studies

5. Memberships

List all memberships that you have held in professional, social, business, fraternal,
scholarly, civic, or charitable organizations in the last 10 years.

Unless relevant to your nomination, you do NOT need to include memberships in
charitable organizations available to the public as a result of a tax deductible donation of
$1,000 or less, Parent-Teacher Associations or other organizations connected to schools
attended by your children, athletic clubs or teams, automobile support organizations (such
as AAA), discounts clubs (such as Groupon or Sam’s Club), or affinity
memberships/consumer clubs (such as frequent flyer memberships).

. Name of Orgapization Daesof “"?‘" Membership | ~Posiﬁbn!s) Held = ‘
1 bty - S (You miay approximate:) : -
Chartered Financial Analyst Society | June 2008 — present Guest Member
of Washington DC
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Only Make Believe

2014 ~ present

Ambassador

Georgetown University McDonough
School of Business MBA Alumni
Advisory Committee

2014 — present

Executive Committee Member and
Full Committee Member

The Golf Club 2006 - present National Member
The Metropolitan Club of’ 2015-present Resident Member
Washington D.C.

National Futures Association 2013-present Member
Financial Industry Regulatory 2013-present Member

Authority (FINRA)

6. Political Activity

(A) Have you ever been a candidate for or been elected or appointed to a political office?

Elected/Appointed/

Term of Service

B ‘ o = “Heldor
;‘Na—'m"g;f—gr—f;ig : ‘b Candidate Only Appointment | - (if applicable)

N/A

(B) List any offices held in or services rendered to a political party or election committee
during the last ten years that you have not listed elsewhere.

“Nameof Parg‘ /Election " Office/Services Rendered -

Cominittee

S : i Dates.of
: ‘Res‘gi onsxbﬂl‘txes‘ g  Service
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(C) Ttemize all individual political contributions of $200 or more that you have made in the
past five years to any individual, campaign organization, political party, political action
committee, or similar entity. Please list each individual contribution and not the total
amount contributed to the person or entity during the year.

i Name of Reeipient S Amount.~ Yearof Cdﬁtribution
Mitt Romney for President $500 2012
John Kasich for America $250 2016

7. Publications

List the titles, publishers and dates of books, articles, reports or other published materials
that you have written, including articles published on the Internet.

Comgle o b Bublisher " |- Datefs) of Publication

None

8. Lobbying

In the past ten years, have you registered as a lobbyist? If so, please indicate the state,
federal, or local bodies with which you have registered (e.g., House, Senate, California
Secretary of State).

No
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Senate Committee on Agriculture, Nutrition & Forestry
CFTC Nominations Hearing
September 15, 2016
Questions for the record
Dr. Christopher James Brummer

Chairman Pat Roberts

Your prior writings indicate you believe that there are design flaws in cross-border financial
regulation, and that reforms may address the flaws. Please explain.

- One of the major challenges to cross-border financial regulation is that rule writing and

implementation are not always synched between regulators. Instead, broad goals are
articulated, with an expectation that they are implemented at times years later, with no obvious
mechanism for regulators to stay coordinated. As a result, political and economic cycles can
overtake decision-making, leading at times to a lack of coordination as to how rules are
ultimately implemented.

You have written that technological innovation runs circles around the ability of regulators to respond
and adapt. Please outline any proposed solution(s).

Regulators should develop and sistain a deep understanding of the major technological
innovations affecting their markets. This means continually engaging Fintech firms and
entrepreneurs outside of Washington, D.C., to understand the trajectory of innovation and how
it will impact trading and market ecosystems. Agencies should also recruit more individuals
with the technical skills and competencies to survey the market and employ big data strategies
to add efficiency and accuracy to market oversight.

The CFTC is currently considering a final rule regulating automated trading. Many parties strongly
object to being required to routinely produce their “source code” as part of their books and records
requirement under Part 1.31. Those parties have confidence in the CFTC’s use of subpoena power
that would allow for and facilitate the collection of such information with the requisite legal
foundation. What is your position on this rule and the likely effect on the trading community?

Due process is an essential aspect of the rule of law and must be respected. While I believe it is
essential that the CFTC have the information it neéeds to guard market integrity, it must also
have rules in place that both protect due process and make sure information provided to
governmental authorities is protected and remains confidential.

1 am sensitive to the concerns about protecting intellectual property. If confirmed, I would
engage directly with enforcement and surveillance staff, as well as trading firms, on this issue.
Ultimately, my position would rest on an analysis of how similar and dissimilar source code is to
other kinds of technical information subject to books and records requirements; how onerous
subpoenas are (or are not) in practice to get at the CFTC as compared to other agencies; the
degree to which subpoenas facilitate monitoring systemic risk; what alternative tools are
available at the CFTC to get information or to ensure due process; what administrative and
technological tools are in place to prevent information from being compromised at the agency;
which CETC staff would have access to the information; and what q the d

could have for other participants in derivatives markets.
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Senator Debbie Stabenow

The CFTC’s mission is to “foster open, transparent, competitive, and financially sound markets, to
avoid systemic risk, and to protect the market users and their funds, consumers, and the public from
fraud, manipulation, and abusive practices related to derivatives and other products that are subject to
the Commodity Exchange Act.” If confirmed, what priorities and actions will you take to fulfill the
CFIC'’s mission?

My top priorities for the CFTC would be finishing the Dodd Frank rule-making, and ensuring
that the agency is both internationally oriented and staying ahead of the technological curve.
Also, I want to make sure end users can continue to use the markets to hedge their commercial
risks and contribute productively to the American economy. This includes securing more
harmonious implementation of the G20 agenda of financial reform, keeping abreast of and
responsive to new developments in derivatives markets in Asia that will increasingly impact
U.S. market participants, and responding to the increasing electronification of markets and the
critical challenge of cybersecurity

More immediately, I would look into concerns related to cattle markets and find out exactly
how and what the CFTC can do to enhance or restore credibility and faith in them. I believe
that derivatives markets that lose the faith of end users, ultimately fail. The CFTC should act
swiftly to restore this faith where it can and make sure these markets function well.

Through an administrative rule-making, the CFTC is currently seeking to establish a regulatory
framework overseeing automated trading, including oversight of individuals and market participants
that utilize the technology in the marketplace. There is a strong tension regarding the balance
between preserving the intellectual property rights of automated traders and trading firms, specifically
source code and algorithms that drive the automated trading strategy, versus the importance of
appropriate regulatory transparency within the technology, which may include access to source code
and algorithms. For obvious reasons, appropriate regulatory transparency can be used as a critical
tool in enforcement actions seeking to stop market manipulation, and prevent future market
disruptions like the 2010 and 2015 flash crashes. If confirmed, what factors will you consider when
determining the balance between regulatory access to information and data, possibly including
source code and algorithms within the automated trading context, versus protecting the intellectual
property of individuals and firms participating in the marketplace?

Enforcement is critical to market integrity, as is the ability of regulators to have a window into
what is actually happening in markets. This information helps protect markets and prevent
financial instability. That being said, due process is fundamental to the rule of law and I think it
is essential that the CFTC has rules and processes in place that protect confidential
information. Source code is extremely valuable information for firms specializing in automated
trading and the agency should consider that as it moves forward. The factors I would consider
when approaching regulations on automated trading include exploring: how similar and
dissimilar source code is to other kinds of technical information subject to books and records
requirement; how onerous subpoenas are (or are not) in practice to get at the CFTC (and
comparing subpoena practice at the CFTC to other agencies); whether/how sabpoenas would
promote the agency’s ability to monitor of systemic risk; what alternative tools are available at
the CFTC to ensure due process; what administrative and technological tools are in place to
prevent information from being compromised at the agency; which CFTC staff would have
access to the information; and what consequences the decision could have for other financial
regulatory players in derivatives markets.
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Risk and leverage associated with bilateral, over-the-counter swaps played a significant role in the
financial crisis. Recognizing this, Congress mandated, among other things, central clearing of certain
standardized swaps under Section 723 of the Dodd-Frank Act. Since 2010, the transition to
mandatory clearing has been long and challenging; however, a majority of standardized swaps are
now being cleared through registered derivatives clearing organizations (DCOs). Since this
transition, there have been many discussions by policy makers, regulators, and market participants
regarding the new risk profile of DCOs. Ultimately, the question has become, with the new mandate,
have clearinghouses, and the market "plumbing” services they now provide, become too systemically
risky. Another question that has arisen deals with which parties are responsible for ensuring that
clearinghouses are properly capitalized in case of a market disruption.

What role do you believe a clearinghouse plays vis a vis its clearing members in terms of
responsibility for appropriate capital contributions as a measure to alleviate market stress during a
bankruptcy, dissolution scenario, or capital shortfall?

One of the most important roles of a clearinghouse is to make sure it has adequate financial
resources, which requires setting and enforcing high standards for margin and capital-
contributions. The CFTC sets clear guidelines as to what these contributions should be, but
ultimately it is for clearinghouses to ensure that members provide the high quality capital that
regulation requires. Clearinghouses must therefore not only stipulate clear requirements, but
alse make sure that they monitor members dutifully and ensure that they are in a position to
access these financial resources in the event of a crisis.

The CFTC is currently considering the long delayed position limits rule. One consideration being
debated by the Commission deals with the appropriate venue to implement and enforce certain
position limits: at the CFTC, or at registered Designated Contract Markets.

Considering resource challenges, data accessibility, and potential conflict of interest concerns, how
and where do you think implementation and enforcement of certain position limits is best applied
against market participants?

I believe that DCMs play an important role in market supervision. They have expertise,
resources, day-to-day interactions with market participants, and contract design
responsibilities that make them critical partners in regulation, and they can play a frontline
role in implementing and enforcing rules such as position limits.

However, I believe the ultimate responsibility for determining position limits should lie with the
CFTC. The CFTC’s mission is to protect the public and is statutorily required under the
Commodity Exchange Act and the Dodd Frank Act to implement position limits in a range of
physical and financial commodities. Consequently, I believe that the CFTC should have the
final say on both implementing and enforcing the final rule.
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Following the recent issuance of the CFTC’s, Swap Dealer de Minimis Exception Final Staff Report,
CFTC Chairman Massad indicated on September 15, 2016, that he would recommend to the
Commission a one year delay of the Swap Dealer De Minimis threshold, citing the need to collect
additional data before changing the threshold level, automatically or by further rulemaking.

If confirmed, what factors would you consider to determine what final threshold level is appropriate
to ensure non-bank market participants that process, transport, or trade physical energy and
agricultural products, critical to American families, are properly regulated and overseen by the
Commission so as to protect against market disruptions?

This should be a data driven exercise, and the CFTC’s preliminary and final reports suggest to
me that there may be a number of significant entities in nonfinancial commodities markets that
engage in swaps dealing without registering. But because the data for nonfinancial
commodities used in these reports have notable limitations, the agency should wisely use the
next year to get a clearer picture of the market.

The factors 1 would take into consideration on this issue include: 1) the important statutory
requirement under the Dodd Frank Act that entities active as dealers in swaps markets be
subject to enhanced standards—like business conduct, reporting, recordkeeping and risk
mitigation—in order to help assure a high quality/high integrity transactional environment; 2)
the extent to which the data show discrepancies between financial and emergy/nonfinancial
commodities in registration; 3) the quality of the data (including the robustness of
methodological assumptions especially in the nonfinancial commodities markets); 4) risks of
market manipulation or abusive practices in the absence of greater levels of registration; and,
5) the likelihood of and implications for market concentration of dealers under both thresholds.

Recent volatility in the market for U.S. Treasury securities, futures, and other related instruments has
raised many questions about liquidity, and more specifically whether new market and
prudential regulations are having an adverse impact on the price and availability of hedging,
financing, and investment instruments for end users.

Do you believe the implementation impact of Dodd-Frank regulations is correlated to these unusual
market liquidity events? Do you believe a pause in additional rulemaking is justified to address
potential market liguidity concerns?

There are in my view many factors that potentially impact liquidity including changes in
market infrastructure due to technology, U.S. monetary policy, and macroeconomic
developments in physical and financial commodities. Regulatory costs, too, can impact
liquidity. In my opinion, however, this is not in and of itself a reason to pause rulemaking,
especially rulemaking mandated by Congress. Instead, awareness of regulation’s potential
impact on liquidity is a reason for to be mindful and vigilant of the burden caused by
regulations relative to their benefits, and to truly strive for the most cost-efficient regulation
possible in order to avoid unduly burdening end users and creating deadweight costs to society.
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7y PwC recently released a study on global financial market liquidity and recommended that the
regulatory landscape should be reviewed for consistency across regions to avoid regulatory and
market fragmentation. Do you believe that prudential and market regulators should examine existing
financial rules, like capital and margin, for divergence, to ensure financial stability and
harmonization so that farmers, ranchers, and businesses can continue fo effectively manage
risk? What amount of divergence would justify recalibration of financial rules across different
regions?

Regulators should be aware of the differences in capital and margin requirements in the United
States and other countries. It is hard to imagine formulating sustainable and thoughtful cross-
border policy and cooperation in the absence of it. That said, full harmonization will likely
never be possible due to differences in how markets are structured and the relationship of
market entities to their home governments and states. Instead, we should rely on an outcomes-
based approach that recognizes jurisdictions and regulatory partners with high-quality
oversight to create a playing field that is as safe and level as possible. We should especially
continue to monitor the impact of global regulation on end users, and redouble efforts to
sensibly and safely reduce any attendant complexity that could undermine or frustrate their
ability to hedge their risks effectively.
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Senator David Perdue

As jurisdictions around the world make progress towards implementing their own derivatives reforms
like Dodd-Frank, coordination with regulators around the world has never been more important for
the CFTC and the markets it oversees. Can you share your views regarding how the CFTC can better
coordinate with its counterparts around the world to ensure there is a robust global swaps market
through which US companies can hedge their risk?

Global coordination is key to regulating swaps markets. It enables companies to hedge their
risk effectively and efficiently, and helps prevent arbitrage that can undermine the safety and
soundness of derivatives markets. Ensuring to the maximum extent possible that US regulatory
authorities are on the same page when engaging foreign regulators on overlapping issues is a
good start. In that way, they can present coherent reforms on the international stage.
Relationship building with major standard setting bodies with similarly strong ¢ itments to
safe and sound markets is also necessary. Ideally, high standard jurisdictions could leverage
international bodies like the G20, FSB, I0SCO, CPMI and others to provide a stage for
presenting sensible proposals for efficient and safe markets instead of litigating them amongst
one another. Less established jurisdictions should not be permitted to cherry pick or ignore
rules in ways that disadvantage US companies and introduce new risks to global financial
stability.  Finally, the CFTC should continue to work with its counterparts, especially in
jurisdictions with high-quality regulation, to keep the agency’s staff and leadership abreast of
potential developments or challenges in implementation timelines before they rise to the level of
undermining global cooperation.

Transparency in the derivatives markets is a hallmark of the reform efforts, and reporting rules are
now in place in many jurisdictions around the world. Market participants have been urging
regulators, including the CFTC, for some time for greater standardization and consistency in reporting
requirements. What do you think the CFTC can do to improve consistency and usability in data
reported by market participants?

Derivatives regulation should be data-driven, and where data is incomplete, or lacks
standardization to the point regulators are unable to collate or connect data, the ability of
regulators to understand markets and do their jobs efficiently and effectively is limited.
Perhaps the most important work to be done involves harmonizing data-fields and reporting
obligations globally. In Europe, both sides to a derivative transaction are required to report
derivatives trades, and my understanding is that U.S. regulators and market participants have
seen revealing discrepancies in the reporting of the same trades. Data fields must be
standardized when reporting, otherwise it is difficult to aggregate data, especially across
jurisdictions where parties may report their trades differently. The CFTC’s ability (and that
of other regulators) to collate that data is, as a result, significantly compromised. Work streams
at the CPMI and IOSCO should continue to focus on this particular cross border challenge, and
the CFTC should leverage OFR’s presence at IOSCO to push for greater standardization.



1

2)

3)

82

Senator Ben Sasse
If you are appointed, what are your cybersecurity priorities?

If appointed, cybersecurity would be one of my top priorities. Given the importance of clearing
since 2008, clearinghouses would be a natural initial focus. Because of their increasing
centrality in the derivatives marketplace, clearinghouses pose especially attractive targets for
both financial and terrorism-fueled cyberattacks. And if successful, an attack could upend U.S.
(and global) financial stability.

To meet this challenge, the CFTC should aggressively coordinate with law enforcement and
national security agencies to monitor emerging risks and provide situational awareness for
firms operating under its jurisdiction of cyber-risks, especially those emanating from abroad.
The CFTC should also ensure that there are ample tools with which to coordinate responses
between clearinghouse members and between clearinghouses and DCMs. As a Commissioner, 1
would advocate formal agency work streams designed to minimize recovery times for critical
derivatives infrastructures in the event of a cyberattack, and to periodically assess
clearinghouses’ compliance with cybersecurity best practices.

In your opinion, does anything need to be done to improve the use of cost-benefit analysis at the
CFTC? if so, will you commit to advocating for taking these steps?

It is critical that the CFTC be aware of the costs and benefits of its rulemaking, and indeed the
agency is required to do so under law. This is for good reason. Unduly burdensome rules can
upend markets, sap liquidity and create deadweight costs to society. Moreover, they can make
markets less attractive for the end users who depend on them. At the same time, inaction can
be costly as well. The financial crisis illustrated the devastating impact of unsupervised
derivatives markets and the cost to not only our nation’s farmers, but other American
taxpayers as well,

Rule writing should be data driven, and grounded in facts. And as a Commissioner, if
confirmed, I would do my utmost make sure that the culture of my staff and the CFTC’s
employees conformed both to the law and practical necessity of making sure rules work in a
way that is as smart, efficient and information-driven as possible.

In your opinion, would the CFTC benefit from putting in place regulatory planning and review
similar to the requirements specified by OIRA for executive agencies in past and current executive
orders?

OIRA’s guidance provides an important resource for the agency as it writes its rules.. I believe
that it is critical that the CFTC’s rules be and remain relevant and speak to the realities of the
markets the agency oversees. Prudent oversight should ensure that regulatory approaches are
sustainable and fulfill the policy intentions of critical Congressional mandates even as markets
evolve, that guidelines keep pace with changes in markets and market infrastructure, and that
rules remain as efficient as possible in light of these changes. I would support thoughtful
measures designed to help ensure that rules and regulatory approaches accommodate new data
and keep up with the needs of the end users that rely on them.
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The CFTC’s mission is “to foster open, transparent, competitive, and financially sound markets, to
avoid systemic risk, and to protect the market users and their funds, consumers, and the public from
fraud, manipulation, and abusive practices related to derivatives and other products that are subject to
the Commodity Exchange Act.”

a. In considering the application of this mission to the CFTC’s rulemaking, what factors do you
think should dictate the CFTC’s rulemaking schedule?

b. Do you think the CFTC’s rulemaking schedule reflects the right balance? If not, how would
you change it?

The CFTC’s rulemaking schedule should not unnecessarily delay finishing its Dodd-Frank
mandate or shy away from addressing emerging issues, but the agency should take the time to
get any rules right, and make sure that the sequencing is logical from a regulatory and
compliance perspective. I believe that derivatives markets that lose the faith of end users,
especially those tied to physical commodities, ultimately fail. Consequently, one of my
immediate priorities includes examining the concerns expressed by farmers and ranchers and
finding out exactly how and what the CFTC can do to restore credibility to markets like the
cattle markets. The CFTC should act swiftly to restore faith where it can and make sure these
markets function well.

From a broader vantage point, I believe that as the CFTC concludes its Dodd Frank rule-
making, it should ensure that the agency is internationally oriented to enable competitive
hedging for companies that need to do so, and stay ahead of the technological curve. This
agenda includes securing more harmonious implementation of the G20 agenda of financial
reform, keeping abreast of and responsive to new developments in derivatives markets in Asia
that will increasingly impact U.S. market participants, and responding to the increasing
electronification of markets and the critical challenge of cybersecurity.

Notably, these agenda items, even individually, encompass most if not all of the multi-faceted
policy responsibilities of the agency. Ensuring efficient markets for end users means ensuring
transparency, faith in the functioning of the markets, and enabling end users to hedge their
commercial risks where it is safe, secure and most practicable.

1f confirmed as a Commissioner, how would you determine whether the Commission should issue a
no-action or exceptive letter to an individual or entity as opposed to engaging in rulemaking to
address an issue? How would you determine whether the Commission should solve a problem
through rulemaking or through enforcement actions?

No-action letters are helpful when unique facts and circumstances warrant targeted exemptive
relief, or when the agency needs to respond quickly to market changes. Also, they are useful
when there is limited data, and where novel market issues arise. However, they are not a
replacement for well-written rules and do not always provide enough regulatory certainty many
market participants may want or need in order to do business. I would hope the agency uses
no-action letters sparingly to respond to market participants in a timely, and targeted manner,
but not as a replacement for rule-writing. Ne-action relief can provide an opportunity for the
agency and market participants to gather data about the activity in question which I hope
would lead to rule-writing or rule changes.
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6) How do you think the independent nature of the CFTC fits with the Constitutional principle of
separation of powers? How is the CFTC directly or indirectly accountable to voters?

The CFTC is accountable to voters largely through Congressional oversight and having term-
appointed Commissioners subject to the Senate confirmation process. Also, its rules are subject
to judicial review. I think that the value provided by regulators is that they provide the
technical expertise necessary to implement and realize Congressional directives that help
protect market integrity under the authority delegated to them. Yet while the CFTC’s agency
status allows it to oversee the markets with some degree of independence, there is an
appropriate modesty to be embraced and remembered when executing its mission. I strongly
believe that the ideal relationship is one where Congress exercises thoughtful oversight over
these independent agencies, and agencies work collaboratively with members of Congress and
their staff to get solutions that work technically and reflect the values of the American people.
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Senator Charles Grassley

1) lowa Cattlemen continue to be frustrated with volatility in the cattle futures markets. Some have
applied blame to high frequency trading (HFT) and a practice known as “spoofing.” Section 747 of
the Dodd Frank Act amended the Commodity Exchange Act and outlawed the practice commonly
known as spoofing. Yet high-speed computers using algorithms for trading are still prompting
massive bids and subsequently canceling them in mere milliseconds today. How would you confront
HFT and accusations of spoofing at the CFTC?

In my view, derivatives markets that lose the confidence of end users won’t survive for long,
especially where they are tied to physical commodities like cattle. Concern about the integrity
of markets is something the CFTC absolutely has to take seriously, both as a matter of the
agency’s statutory mandate and as a matter of policy, especially given deep concerns about
whether or not markets are reflecting supply and demand fundamentals.

While I am not currently as privileged to information about cattle futures as a sitting
commissioner, I look forward to finding out more if I have the honor of being confirmed. One
of the first steps I would take would be to convene by phone and in person meetings with
ranchers and other cattle market participants to discuss their concerns and their views
regarding the drivers behind the market volatility. Next, I would consult with the CFTC’s
surveillance staff, relevant exchanges, and other government entities like the USDA about
potential disruptive practices in these markets, and what role HFT is potentially playing in the
volatility. After examining the data, I would consult with the CFTC’s enforcement and
surveillance divisions about whether the evidence is sufficient to support an enforcement action
against spoofing or any other misconduct. Spoofing is, as noted above, explicitly prohibited, for
good reason, and the CFTC’s oversight in this space must be robust.
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Senator John Thune

The Chicago Mercantile Exchange (CME) recently announced that it was moving forward with
its proposal to modify the Worthing, South Dakota, delivery point October live cattle futures
price by lowering it $1.50. I understand this is an attempt by CME to converge live and futures
prices and to reduce volatility. Do you agree that this will be effective in doing so? Are there
other areas of the United States, other delivery points/months that should have adjustments made?

Although I am aware of the CME’s decision last month, as a nominee I have not had the
opportunity to discuss the changes extensively with them. But in my view, it deserves close,
ongoing attention and care. Derivatives markets that lose the confidence of end users won’t
survive for long, especially where they are tied to physical commodities.

That said, if confirmed, I would make it a priority to ensure that the CME’s efforts to
restore confidence in the cattle futures markets are effective, sensible and fair. I understand
that there are regional variations to markets, which may deserve consideration. I also
believe that the CME and CFTC should be in the business of maintaining safe, efficient, and
functioning derivatives markets, and not picking winners and losers. I would thus talk to
ranchers throughout the country, especially in the Worthing region, the CME, and
agricultural economists about the impact of the discount. Ultimately, producers should
trust that the risk management protocols, approaches and tools employed by the CME (and
CFTC) are effective.
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Senator Patrick Leahy

Congress, in response to a number of reports and studies implicating excessive speculation as the
cause for volatility and price increases in the commodity futures markets, required the CFTC, as a
part of the Dodd-Frank Wall Street Reform and Consumer Protection Act, to address the risk of
excessive speculation in commodity markets.

While the memories appear to be short for some regulators and members of Congress who have
already forgotten the major crisis of the recent past, I feel just as strongly today, as I did in 2009 as a
Dodd-Frank conferee. Position limits are a critical tool for promoting market integrity and preventing
financial speculators from abusing exemptions and manipulating the market. We saw that abuse in
the years leading up to the financial crisis when speculators artificially drove up electricity prices on
the West Coast in 2000; propane prices in 2004; and natural gas prices in 2006. Unfortunately, this
rule is now six years delayed and our energy and agricultural companies that use these markets every
day to hedge commercial risk, have been left exposed to the actions of these speculators. Do you
support meaningful position limits in the energy and the other 28 physical commodity markets to
protect bona fide hedgers, consumers, and investors?

I do. Position limits are one of a number of vital tools the Commission has historically relied
on, and will continue to rely on, to police market abuse and systemic concerns tied to the
concentration of risk in any large speculative position. To get if right, a smart and sensible
bona fide hedging rule informed by real market practices is needed to prevent excluding those
for whom the derivatives markets were created. At the same time, the CFTC should avoid the
temptation of creating needless loopholes, and focus instead onm enhancing its value
proposition—making sure it’s as cost efficient as possible while achieving Congressional goals
and targeting excessive speculation.

1 have heard concerns from Vermont and New England energy companies that as it writes a final rule
on position limits, the CFTC is considering deferring it’s authority to establish position limits and
hedge exemptions to the commodity exchanges. There is understandable apprehension that the
exchanges, being profit driven, would have a reason to impose higher limits and broad exemptions.
Have you reviewed this matter and can you please share with the Committee what your position is on
it?

1 believe that DCMs play an important role in market supervision. They have expertise,
resources, day-to-day interactions with market participants, and contract design
responsibilities that make them critical partners in regulation, and play a helpful role in
implementing and enforcing rules such as position limits.

However, I believe the uitimate responsibility for implementing position limits should lie with
the CFTC. The CFTC’s mission is to protect the public and is statutorily required under the
Commodity Exchange Act and the Dodd Frank Act to implement position limits in a range of
physical and financial commodities to prevent undue burdens on commerce. Consequently, as
a matter of law and policy, I believe that the CFTC should have the final say on both
implementing and enforcing the final rules.
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Senator Sherrod Brown

According to the CFTC, over the last nine years, the clearing of swaps has increased from 15% of the
market to 75% of the market. This makes clearinghouses increasingly important to protect the
market, end-users, and consumers. Risk remains, however, if clearinghouses are not property
managed.

Please describe how central clearing can be further improved and describe the key risks for
clearinghouses that you would address right now.

Clearing is an important risk management tool, and was a cornerstone of Title VII of the Dodd-
Frank Act. But this increased reliance on clearing creates a new concern about clearinghouse
safety. One of the important roles of a clearinghouse is to make sure it has adequate financial
resources, which requires setting and enforcing high standards for margin and capital-
contributions. The CFTC must ensure that clearinghouses are sufficiently capitalized and have
in place clear and robust rules and supervision as to what contributions members provide,
collateralization for transactions, protocols for default, and cross-border risk management
systems. Additionally, if confirmed, I would make cybersecurity a top priority and work to
ensure that the CFTC aggressively coordinate with law enforcement and national security
agencies to monitor emerging risks and provide situational awareness for firms operating under
its jurisdiction of cyber-risks, especially those emanating abroad. Additionally, I would
advocate formal agency work streams designed to minimize recovery times for critical
derivatives infrastructures in the event of a cyberattack, and te periodically assess
clearinghouses’ compliance with cybersecurity best practices.

How could the CFTC benefit from self-funding like the prudential regulators?

The CFTC’s responsibilities grew immensely in the wake of the financial crisis. Prior to the
financial crisis of 2008, the agency had been responsible for regulating a roughly $30 trillion
futures market, and Congress ultimately added oversight of the estimated $400 trillion swaps
markets. Fulfilling Congress’s mandate isn’t easy work—the supervision, rule-writing, exams,
and coordination with market participants and foreign authorities requires expertise, energy
and a commitment to getting it right—and US taxpayers all over the country paid a heavy price
when these markets have not been properly supervised.

For these reasons, I would certainly support exploring a mechanism for self-funding. And if
Congress moved in that direction, you would have my commitment that I would do everything
in my power to assure that any additional resources would be spent wisely and prudently.
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Senator Heidi Heitkamp

1) We had a hearing in this committee regarding the state of our livestock industry, and I held a forum
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in western North Dakota with our ranchers to discuss what is happening with volatility in cattle
futures. We’ve heard from our ranchers the difficulty they’re having with hedging and price
discovery based on futures as the volatility in the contract—either because of high frequency trading
or lack of market transparency—has become out of control and divorced from market fundamentals.
And as you know, CME and NCBA are actively working to study and hopefully remedy the issue.
What role do you see the CFTC playing in ensuring these contracts work properly and high
frequency trading doesn't cause unnecessary volatility? Do you think CFTC should be studying the
issue in addition to CME and industry?

Concern about the integrity of markets is something the CFTC absolutely has to look into and
take seriously, especially given deep concerns about whether or not markets are reflecting
their supply and demand fundamentals. In my view, derivatives markets that lose the
confidence of end users won’t survive for long, especially where they are tied to physical
commodities like cattle. These markets are highly complex, and I welcome CME and industry
efforts to help investigate and address the problem. This challenge also goes to the heart of the
CFTC’s mission, and I believe the agency should lead a coordinated effort to assess and
respond to the problem, and study the challenges facing the cattle futures markets, including
the impact of high frequency trading. If confirmed, I would immediately engage market
participants, CFTC surveillance staff and the agency’s Division of Enforcement in support of
these efforts.

In May 2015, EPA and CFTC entered into a Memorandum of Understanding regarding data sharing
as it relates to RIN markets. In recent months, refiner claims of hardship due to RIN prices have re-
entered the public discourse. RIN markets are an alternative approach to compliance under the
Renewable Fuel Standard, giving refiners a choice to make investments and blend more renewable
fuel, which is the purpose of the RFS, or, to avoid blending more renewable fuel and purchase RINs
instead. The only entities involved in this marketplace are refiners who are buying and selling RINs
to each other. Even refiners who appear to produce enough ethanol to meet their own compliance
obligation under the RFS continue to buy RINs in the marketplace. I am concerned that without
oversight, the RIN marketplace may be attracting speculative behavior. What is your view of the
MOU and whether/how it will facilitate CFTC's oversight of this marketplace? If confirmed, what
actions would you take to ensure that CFTC is conducting appropriate oversight over the RFS RIN
marketplace?

The CFTC has a responsibility to deter fraud and manipulation in all of the markets it
oversees, including the RIN futures markets. Where there are questions as to the credibility of
those markets, the CFTC has an obligation to act. While I do not have all of the information
concerning the MOU that the CFTC’s staff and leadership possess, establishing information-
and expertise-sharing are essential for inter-agency oversight of this market. Through the
MOU, the CFTC has an opportunity with work with the EPA, the lead agency overseeing the
RIN cash market, to address any fraud and market manipulation and to assist the EPA in
overseeing these markets. With concern once again rising that speculation is potentially
undermining these markets, upon confirmation, I would consult with surveillance personnel
about the market, and explore with other Commissioners whether, in light of the data, the
CFTC should take any actions or recommendation any action to the EPA. In conducting my
analysis I would seek input from market participants in the RIN market, the EPA, and
members of Congress.
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Senate Committee on Agriculture, Nutrition & Forestry
CFTC Nominations Hearing
September 15, 2016
Questions for the record
Mr. Brian D. Quintenz

Chairman Pat Roberts

In your written testimony, you speak about low-risk behavior and high-risk behavior as
being treated equally by standardized rules. How will you use your prior experience to
differentiate different types of risk, and evaluate how it should be treated?

Standardized rules threaten less risky activity by imposing uniform costs and capital charges that
reduce or eliminate economic incentives to provide those services. | believe there are examples
within the CFTC's jurisdiction as well as at the prudential regulator level that should be revisited
for this reason. The CFTC's proposed swap dealer capital rule, for instance, would require a gross
notional value capital charge on commodity swaps, irrespective of net exposure. If firms are
forced to hold a large amount of capital on their commodity swaps books regardiess of their
actual exposure, they may seek more risk to provide an acceptable return or withdraw from that
market completely. At the prudential level, the leverage ratio proposal would penalize margin
held for clients by ignoring its purpose and attributes: a segregated asset of customers that cannot
be leveraged by an FCM to fund its operations with severe quality restrictions. As firms allocate
capital charges to their business and product lines, that standardized penalty for carrying margin
could minimize the number of firms willing to engage in the futures markets generally. | believe
regulators must work to distinguish different levels and components of risk in rules so as not to
penalize or disadvantage less risky activities that could ultimately impact end-users.

I have significant experience in this area and believe it will serve me well at the Commission.
From constructing and analyzing different derivatives’ valuations, | have a basis from which to-
assess their distinct risks. My practical knowledge of various derivatives trading strategies offers
useful insight into understanding end-user hedging techniques. Having calculated numerous firm-
level value and earnings estimates, | can recognize when accepted rules of discounted cash flow
and net present value analysis are abridged in cost/benefit calculations. | have studied, modeled,
and valued some of the most complex financial institutions in the world and am familiar with
bank balance sheets, income statements, accounting intricacies, credit quality disclosures, and
write-down practices—experience potentially helpful in detecting unforeseen systemic threats.

From experience, | am keenly aware that the detection and assessment of risk depends on sound
and timely data. Unfortunately, swaps data reporting standards still need work. Currently,
different repositories use different formats for hundreds of required fieids. if confirmed, | would
be a strong advocate for the timely advancement of data collection and standardization.

The CFTC is currently considering a final rule regulating automated trading. Many parties
strongly object to being required to routinely produce their “source code” as part of their
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books and records requirement under Part 1.31. Those parties have confidence in the
CFTC’s use of subpoena power that would allow for and facilitate the collection of such
information with the requisite legal foundation. What is your position on this rule and the
likely effect on the trading community? ‘

1 believe investment firms' algorithmic trading approaches constitute more than historic trading
files. “Source code" is typically the culmination of massive time, research, and capital allotments.
By its very nature, “source code” comprises a firm’s individuated current and future business
strategy, and it should be regarded as intellectual property and trade-secreted material.

Currently, the CFTC can request access to a firm's source code in a variety of ways without
producing a subpoena. As noted during the CFTC's Staff Roundtable on Reg AT in June, firms have
a history of complying with those requests.! To my knowledge, the Commission is able to respond
quickly to subpoena requests related to investigations, making any associated burden in these
instances unclear. The agency's current Reg AT proposal has not convinced me that the forced
disclosure of intellectual property and trade secrets deserves anything less than robust due
process associated with the subpoena standard.

! See Transcript of Regulation Automated Trading Staff Roundtable ai page 250, available at
http://www.cftc.gov/ide/groups/public/ @newsroom/documents/file/transcript061016.pdf
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Senator Debbie Stabenow

The CFTC’s mission is to “foster open, transparent, competitive, and financially sound
markets, to avoid systemic risk, and to protect the market users and their funds, consumers,
and the public from fraud, manipulation, and abusive practices related to derivatives and
other products that are subject to the Commodity Exchange Act.”

If confirmed, what priorities and actions will you take to fulfill the CFTC’s mission?

if confirmed, | have three main priorities: to calibrate regulations to mitigate specific risks, to
transform the agency into a 21st Century regulator, and to ensure our markets, businesses, and
end-users are not disadvantaged by differences between international regulatory regimes.

It is critical that agency regulations target risk. Rule definitions should be written to apply
requirements to the risks they are designed to mitigate. The concerns of end-users must be
addressed - rules aimed at systemic risk should not burden generic activity.

To meet the demands and threats of the modern economy, the agency must keep pace with how
the markets are evolving and stay abreast of technological changes. Important legal concepts that
have underpinned oversight and enforcement standards for decades may no longer be relevant in
today's marketplaces. Additionally, data that is current, accurate, and comprehensive will play a
crucial role in maintaining market integrity, risk mitigation, and systemic threat detection.

* Lastly, harmonizing domestic derivative rules with international regulations is vital to protect our

markets, participants, businesses, and end-users from disadvantage or harm. Regulatory arbitrage
creates winners and losers. It is critical our markets are both strong and efficient.

Through an administrative rulemaking, the CFTC is currently seeking to establish a
regulatory framework overseeing automated trading, including oversight of individuals and
market participants that utilize the technology in the marketplace. There is a strong tension
regarding the balance between preserving the intellectual property rights of automated
traders and trading firms, specifically source code and algorithms that drive the automated
trading strategy, versus the importance of appropriate regulatory transparency within the
technology, which may include access to source code and aigorithms. For obvious reasons,
appropriate regulatory transparency can be used as a critical tool in enforcement actions
seeking to stop market manipulation, and prevent future market disruptions like the 2010
and 2015 flash crashes. '

If confirmed, what factors will you consider when determining the balance between
regulatory access to information and data, possibly including source code and algorithms
within the automated trading context, versus protecting the intellectual property of
individuals and firms participating in the marketplace?

While it is important that the CFTC have the information it needs to fulfill its mission, | believe this
can be accomplished while also protecting critical intellectual property. The CFTC currently has a
variety of means by which it can request access to {and an explanation of) any firm’s algorithmic
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or automated trading strategies. Those methods allow for certain precautions and protections
against disclosing highly sensitive and valuable intellectual property. During the CFTC’s June staff
roundtable on Regulation AT, one panelist recalled exactly such a scenario - hosting CFTC
personnel to collectively examine and understand his firm’s proprietary technology and
algorithmic strategies.?

Risk and leverage associated with bilateral, over-the-counter swaps played a significant role
in the financial crisis. Recognizing this, Congress mandated, among other things, central
clearing of certain standardized swaps under Section 723 of the Dodd-Frank Act. Since
2010, the transition to mandatory clearing has been long and challenging; however, a
majority of standardized swaps are now being cleared through registered derivatives
clearing organizations {DCOs). Since this transition, there have been many discussions by
policy makers, regulators, and market participants regarding the new risk profile of DCOs.
Ultimately, the question has become, with the new mandate, have clearinghouses, and the
market "plumbing” services they now provide, become too systemically risky. Another
question that has arisen deals with which parties are responsible for ensuring that
clearinghouses are properly capitalized in case of a market disruption.

What role do you believe a clearinghouse plays vis a vis its clearing members in terms of
responsibility for appropriate capital contributions as a measure to alleviate market stress
during a bankruptcy, dissolution scenario, or capital shortfall?

Designated Clearing Organizations {DCOs) play a vital role in enhancing systemic transparency and
in the mutualization of risk. Recently, the Commission imously finalized a rule aimed at
ensuring DCOs meet strong safety and soundness thresholds. Presently, DCOs need to be
capitalized well enough to withstand a default by its two largest clearing members. | believe this
is a high standard. The Commission must now focus on compliance with these rules to ensure
DCOs are meeting their systemic safety obligations.

The CFTC is currently considering the long delayed position limits rule. One consideration
being debated by the Commission deals with the appropriate venue to implement and
enforce certain position limits: at the CFTC, or at registered Designated Contract Markets.

Considering resource challenges, data accessibility, and potential confiict of interest
concerns, how and where do you think implementation and enforcement of certain position
limits is best applied against market participants?

The CFTC should continue working closely with Designed Contract Markets (DCMs) in crafting and
enforcing any position limits regime. While the agency ultimately must ensure the DCMs are
meeting their obligations, | believe the DCMs have an economic self-interest in providing credible
marketplaces for their customers. A market without credibility is a market without trust, and
therefore likely without the bona fide activity and customers needed for the DCM to succeed. In
addition to economic incentives, there are also statutory requirements - DCMs have a legal

2 tbid.
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obligation to maintain orderly markets, and the Cc ission has consi ly relied on each
DCM'’s expertise for important surveillance and enforcement functions. Self-regulation has a long
history in these markets — "corners” in commodity contracts were originally banned by the
Chicago Board of Trade in 1868, more than 50 years before the first federal regulatory body
appeared.?

Regarding the position limits proposal specifically, there seems to be a discrepancy between what
some DCMs view as notable position sizes in various non-spot months and what the Commission
has proposed in its most recent position limits rule. Additionally, many of the markets in question
possess unique features and discrepant participation characteristics.® Analysis of market data
strongly suggests any standardized position limit methodology across markets could be too biunt
of an approach.

if confirmed, 1| would work to ensure any position limit regime meets the needs of each specific
market's end-user community.

1
—

Following the recent issuance of the CFTC's, Swap Dealer De Minimis Exception Final Staff
Report, CFTC Chairman Massad indicated on September 15, 2016, that he would
recommend to the Commission a one year delay of the Swap Dealer De Minimis threshold,
citing the need to collect additional data before changing the threshold level, automatically
or by further rulemaking. If confirmed, what factors would you consider to determine what
final threshold level is appropriate to ensure non-bank market participants that process,
transport, or trade physical energy and agricultural products, critical to American families,
are properly regulated and overseen by the Commission so as to protect against market
disruptions? :

1 agree with Chairman Massad's recommendation to prevent the Swap Dealer de minimis
threshold's scheduled reduction in December 2017. Otherwise, business activity in these critical
markets could have been impacted or altered less than five month from now. Given the stiil-
uncertain costs and limited data associated with swap dealer registration, this delay makes sense.

The profitability characteristics of swap arrangements leads me to believe generally that a lower
threshold would not result in significantly more registrants but rather in a reduced level of swap
activity. This outcome could leave end-users and businesses with few to no counterparties and
also further concentrate risk in the largest swap dealers. 1 do not believe this outcome wouid
advance the stated policy goals of systemic risk reduction, counterparty protection, and enhanced
market integrity. .

More robust data is also necessary to predict the registration requirements’ effect on potentially
small amounts of activity. The Commission’s recent de minimis data study exposed flaws in the
accuracy of existing data, such as the inability to differentiate swaps used for hedging purposes.

3 See hitp://www.cfte.gov/About/HistoryoftheCFTC/history_precfic

4 See transcript of CFTC Energy and Environmental Markets Advisory Committee meeting, February 26, 2016 at
page 66,at: http://www.cftc.gov/ide/groups/public/@aboutcfte/documents/filefemactranscript022615.pdf; and
presentation by Erik Haas, pages 7 & 8, at: .

http://www.cftc.gov/ide/groups/public/ @aboutcftc/documents/file/eemac022615_icemarketsl.pdf
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The Commission should use this delay to improve its data and seriously consider whether notional
value is the appropriate measurement by which to impose potentiaily large, uniform, and risk-
based costs. | believe notional value is not an accurate measure of risk--it does not account for
netting, counterparty risk, the underlying's volatility and credit quality, or the instrument's tenor.
We should understand how these deficiencies' affect on policy cutcomes might be amplified as
any threshold based upon notional value is reduced.

If the Commission and prudential regulators plan to impose risk-based costs for swap dealer
registration, | believe the agency should be open to new threshold measures that better capture
the dynamics of each market and product. The CFTC need not accept the binary choice between a
$3 billion or $8 billion threshold originally finalized without the benefit of substantial data.

6) Recent volatility in the market for U.S. Treasury securities, futures, and other related
instruments has raised many guestions about liquidity, and more specifically whether new
market and prudential regulations are having an adverse impact on the price and availability
of hedging, financing, and investment instruments for end users.

Do you believe the implementation impact of Dodd-Frank regulations is correlated to these
unusual market liquidity events? Do you believe a pause in additional rulemaking is justified
to address potential market liquidity concerns?

Some have argued that the Dodd-Frank Act has affected and reduced traditional players'
participation in these important markets, particularly through the implementation of the Volker
rule and the imposition of numerous new regulatory capital, leverage, and liquidity ratios. In
addition, others note the dynamics of current monetary policy have displaced traditional activity
in the debt markets. The combined effect of those major changes to liquidity should be reviewed
and understood carefully. In the present environment, a small interest rate shock could produce
stressed market conditions that may undermine recovering, but still fragile, market confidence.

The CFTC's rule writing needs to be examined closely to understand whether it bears
responsibility for market dislocations. There is evidence that the agency's Swap Execution Facility
{SEF) rules, which took effect in October 2014, have bifurcated the Euro Interest Rate Swap
market and also reduced the liquidity available to U.S. dealers.’ This is worth reviewing.

it would be beneficial if U.S. regulators more routinely requested, received, and analyzed data and
evidence related to the totality of the burdens and benefits of the evolving regulatory landscape.
Through this process, regulators could judge the effect and scope of their regulations and, it is
hoped, re-calibrate duplicative or poorly crafted rules that may disadvantage our markets,
participants, or system. If confirmed, | would work with my fellow Commissioners to promote
such an approach and make it a regular piece of the regulatory process.

% See ISDA Research Note - Cross Border Fragmentation of Global Interest Rate Derivatives: Second Half 2015
Update," available at hitp://www2.isda.org/search?headerSearch=1&keyword=cross+border+fragmentation



96

7} PwC recently released a study on global financial market liquidity and recommended that
the regulatory landscape should be reviewed for consistency across regions to avoid
regulatory and market fragmentation.

Do you believe that prudential and market regulators should examine existing financial
rules, like capital and margin, for divergence, to ensure financial stability and harmonization
so that farmers, ranchers, and businesses can continue to effectively manage risk? What
amount of divergence would justify recalibration of financial rules across different regions?

| believe regulators should continuously examine financial-, derivative-, and commodity- market
regulations to prevent international regulatory arbitrage from compromising our markets’ risk
management utility, price discovery functions, and liquidity advantages. If confirmed, | would call
forani diate r t of any regulation clearly disadvantaging our markets, commercial
participants, and agricultural end-users.
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Senator David Perdue

1) As jurisdictions around the world make progress towards implementing their own
derivatives reforms like Dodd-Frank, coordination with regulators around the world has
never been more important for the CFTC and the markets it oversees. Can you share your
views regarding how the CFTC can better coordinate with its counterparts around the world
to-ensure there is a robust global swaps market through which US companies can hedge
their risk?

Ultimately, international regulatory coordination depends upon positive relationships
underpinned by trust, respect, and open communication. If confirmed, | would seek to promote
such relationships and build bridges between jurisdictions that promote smart market regulation
and reduce regulatory arbitrage opportunities. This process includes making comparability
determinations for foreign jurisdictions’ regulatory structures in a way that both respects their
sovereignty but also protects our markets, as well as coordinating regulatory implementation
timing and reviewing our own regulations for adverse market impacts or disadvantaging
outcomes.

2) Transparency in the derivatives markets is a hallmark of the reform efforts, and reporting
rules are now in place in many jurisdictions around the world. Market participants have
been urging regulators, including the CFTC, for some time for greater standardization and
consistency in reporting requirements. What do you think the CFTC can do to improve
consistency and usability in data reported by market participants?

As a prior investment analyst whose valuations and recommendations refied on the accuracy,
accessibility, and scope of publicly available information, | am a firm believer in data and
transparency.

In 2011, the Commission's Technology Advisory Committee {TAC), under the direction of its then-
sponsor, former Commissioner Scott 0'Malia, created a Subcommittee on Data Standardization.
That subcommittee has not met since presenting a report to the TAC on March 29, 2012.5 If
confirmed and honored with sponsoring the TAC, | would reconstitute this subcommittee to
promote data standardization as a priority and encourage the Commission to provide leadership
on this issue.

8 See hitp://www.cftc.gov/About/CFT CCoinmittees/T echnologyAdvisory/tac_meetings
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Senator Ben Sasse
If you are appointed, what are your cyber security priorities?

Cyber security is the most important concern in safeguarding our markets. Cyberspace has
become a battlefield in the war against those who wish to do our country harm, and our financial
markets are at the top of their target list.

Because successful financial markets depend on confidence, panics are enormously destructive.
With that precise end in mind, enemies of our state could focus attacks on our country through
financial system cyber warfare.

1 applaud the Cc ission for its thoughtful, principles-based, bipartisan rule that requires a
strong commitment to cyber security from every market player while also allowing for flexibility
and innovation in their individual approaches. The Commission must now ensure compliance with
that rule. A high degree of coordination throughout the entire government regulatory spectrum is
necessary to prevent duplicative regulations and cross-agency regulatory confusion from

impairing cyber security efforts.

In your opinion, does anything need to be done to improve the use of cost-henefit analysis
at the CFTC? If so, will you commit to advocating for taking these steps?

1t is imperative that the Commission thoroughly understands, evaluates, and discloses the costs
and benefits associated with its rule writing. In delegating responsibilities through entity or
activity definitions, the agency must craft categorizations corresponding to the risks being
mitigated.

1 believe the Commission may have, in the past, estimated a rule’s cost based on a narrow
interpretation of the rule’s application when, in reality, the definitions capture far more market
participants than expected. A recent and prominent example woulid be proposed Regulation AT.
In the proposed rule, the agency estimated registering a total of 420 new "AT Persons," a
designation which would trigger the numerous reporting, record keeping, and trading risk controls

d at High Freq v Trading (HFT) firms. However, the definition of an AT Person is written
so broadly that it would include any individual or firm using very common, web-based trading
platform risk management tools, like a trailing stop, or strategies with limited automated
functionality common in the agricultural end user space like an "iceberg" or an "auto-spreader”.’
Once classified as an AT Person, that individual or firm becomes subject to the same requirements
as the most sophisticated and well-funded HFT firms. Because of this definition's broad
applicability, the number of new registrants is likely to be considerably more than the
Commission's estimate.

The public deserves the most detailed, accurate accounting possible of costs and benefits
associated with its rules. Also, if new information or data questions the accuracy of prior

7 See Comment letter to Proposed Regulation Automated Trading from Todd Kemp, National Grain and Feed
Association, dated March 16, 2016
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assumptions or conclusions, | believe the CFTC should reevaluate its estimates and provide a more
accurate representation of its regulations’ impacts.

In your opinion, would the CFTC benefit from putting in place regulatory planning and
review similar to the requirements specified by OIRA for executive agencies in past and
current executive orders?

The Office of information and Regulatory Affairs conducts cost/benefit analysis oversight of
administrative agencies' rulemakings under the authority of Executive Order 12866. That
Executive Order states that in developing regulations, agencies "shall assess both the costs and
the benefits of the intended regulation and, recognizing that some costs and benefits are difficult
to quantify, propose or adopt a regulation only upon a reasoned determination that the benefits
of the intended regulation justify its costs.” OIRA provides guidance for agencies performing such
an analysis, which is mandatory for economically significant rules (generally rules that have an
annual effect on the economy of $100 million or more).

As an independent agency, the CFTC is not required to seek OIRA's advice or use its guidance.
Additionally, the Commodity Exchange Act requires that the agency only "consider" costs and
benefits in its rule making. While the agency entered into a Memorandum of Understanding with
OIRA in 2012 that would provide the CFTC with resources and assistance in cost benefit analysis
should the CFTC request it, | believe the agency should do more.®

I confirmed, | will meticulously ine the ptions, calculations, and estimations
presented in the agency's proposed and final rulemakings. | would further suggest that any
reauthorization of the Commodity Exchange Act include direct guidance for cost and benefit
reviews in line with the standards at all other Executive agencies.

The CFTC’s mission is “to foster open, transparent, competitive, and financially sound
markets, to avoid systemic risk, and to protect the market users and their funds, consumers,
and the public from fraud, manipulation, and abusive practices related to derivatives and
other products that are subject to the Commodity Exchange Act.”

a. In considering the application of this mission to the CFTC’s rulemaking, what factors
do you think should dictate the CFTC’s rulemaking schedule?

b. Do you think the CFTC’s rulemaking schedule reflects the right balance? If not, how
would you change it?

To successfully fulfill its mission, the Commission should ensure its rules are reviewed on a regular
basis, especially if information or data suggest a rule is negatively affecting our markets', firms', or
end-users’ competitiveness.

8 hitps://www.whitehouse.gov/sites/default/files/omb/inforeg/regpol/oira_cfte_mou_2012.pdf
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The agency must work to quickly restore trust in markets where it has been lost. To that end, and
as a more immediate matter, the Commission should focus on cattle market integrity and do what
it can to substantiate or dismiss the specific concerns being raised.

To meet the demands and threats of the modern economy, the agency must update its regulatory
playbook. important legal concepts that have underpinned oversight and enforcement standards
for decades may no longer be relevant in today's marketplaces. Additionally, data that is current,
accurate, and comprehensive will play a crucial role in maintaining market integrity, risk
mitigation, and systemic threat detection. Therefore, data collection efforts should be a priority.

If confirmed as a Commissioner, how would you determine whether the Commission should
issue a no-action or exceptive letter to an individual or entity as opposed to engaging in
rulemaking to address an issue? How would you determine whether the Commission should
solve a problem through rulemaking or through enforcement actions?

Historically, no-action letters have been important tools used to narrowly tailor exemptions in
unique situations. However, no-action letters should neither replace Cc ission rul king nor
serve as sweeping remedies for poorly conceived regulations. Since Dodd Frank rulemaking
began, the agency has issued a significant number of no-action, exemptive, and interpretive
letters,® including some so broadly applicable they affect giobal market behavior.

No-action letters are not subject to the same due process standards associated with Commission
rule writing. They are not voted on by the Commission, are not open for public comment, and can
be effective indefinitely or changed arbitrarily. if confirmed, | would seek to ensure no-action
letters are used within the narrow boundaries originally intended and not as a substitute for rule
writing or to circumvent public input.

How do you think the independent nature of the CFTC fits with the Constitutional principle
of separation of powers? How is the CFTC directly or indirectly accountable to voters?

The CFTC is separated from Presidential power in a number of ways. The agency is governed by a
commission rather than a single Presidential appointee, its Commissioners’ terms are staggered
and outlast a Presidential term, and Commissioners, once confirmed and appointed, cannot be
removed by the President. In terms of accountability, there are important Congressional checks
on the Commission's authority. The agency's budget is subject to the Congressional budgetary and
appropriations process, Commissioners are required to appear before Congressional oversight
committees, and the agency's rulemakings are subject to the Commodity Exchange Act as well as
the Administrative Procedures Act.

° See http://www.cftc.gov/LawRegulation/CFTCStaffLetters/No-ActionlLetters/index.htm;
http://www.cftc.gov/LawRegulation/CFTCStaffLetters/Exemptiveletters/index.htm
http://www.cftc.gov/LawRegulation/CFTCStaffLetters/InterpretativeLetters/index.htm
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Senator Charles Grassley

1) towa Cattlemen continue to be frustrated with volatility in the cattle futures markets. Some
have applied blame to high frequency trading (HFT) and a practice known as “spoofing.”

Section 747 of the Dodd Frank Act amended the Commodity Exchange Act and outlawed
the practice commonly known as spoofing. Yet high-speed computers using algorithms for
trading are still prompting massive bids and subsequently canceling them in mere
milliseconds today.

How would you confront HFT and accusations of spoofing at the CFTC?

Markets need to work for the people and entities that use them. It is obvious that cattlemen have
lost trust in the cattle futures market. Markets that trade locked-limit do not allow for price
discovery or risk mitigation. When a contract is trading locked-limit, end users cannot determine
prices for their goods, establish new hedges, or remove existing hedges. In 2015, the Live Cattle
contract traded locked-limit a total of 45 days, indicative of a problem with the market. Contract
design, supply/demand imbalances, and participant activity should all be examined closely. At this
point, no probable cause should be ruled out.

To re-established trust, the CFTC must focus on cattle market integrity and do what it can to
substantiate or dismiss the specific concerns being raised. Allegations of abusive High Frequency
Trading practices, like spoofing, demand swift and thorough investigation. The dynamics of the
cash inarket, the forces of supply and demand, and the impact of economic substitutes entering
the markets should also be analyzed. If confirmed, | will make it an immediate priority to ensure
these questions are being fully examined and answered to bring confidence back to the cattle
markets.
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Senator John Thune

1) The Chicago Mercantile Exchange (CME) recently announced that it was moving forward
with its proposal to modify the Worthing, South Dakota, delivery point October live
cattle futures price by lowering it $1.50. 1 understand this is an attempt by CME to
converge live and futures prices and to reduce volatility. Do you agree that this will be
effective in doing so? Are there other areas of the United States, other delivery
points/months that should have adjustments made?

In 2015, the Live Cattle contract traded locked-limit 45 days - a fact that indicates a severe
problem with the market. Contract design, supply/demand imbalances, and participant
activity should all be examined closely.

To improve contract design, in February of 2016, the CME Group issued a request for feedback
on a $1.50/cwt discount at the Worthing, SD delivery location. In August, CME self-certified
changes to the Live Cattle futures contract to implement the Worthing discount effective
August 21, 2016 for the October 2017 contract month. It is my understanding the Commission
intends to monitor how this discount affects cash market fundamentals and futures market
volatility. If confirmed, 1 pledge to analyze this market closely and watch for negative
consequences associated with this change.
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Senator Patrick Leahy

1) Congress, in response to a number of reports and studies implicating excessive speculation
as the cause for volatility and price increases in the commodity futures markets, required
the CFTC, as a part of the Dodd-Frank Wall Street Reform and Consumer Protection Act, to
address the risk of excessive speculation in commodity markets.

While the memories appear to be short for some regulators and members of Congress who
have already forgotten the major crisis of the recent past, | feel just as strongly today, as |
did in 2009 as a Dodd-Frank conferee. Position limits are a critical tool for promoting
market integrity and preventing financial speculators from abusing exemptions and
manipulating the market. We saw that abuse in the years leading up to the financial crisis
when speculators artificially drove up electricity prices on the West Coast in 2000; propane
prices in 2004; and natural gas prices in 2006. Unfortunately, this rule is now six years
delayed and our energy and agricultural companies that use these markets every day to
hedge commercial risk, have been left exposed to the actions of these speculators.

Do you support meaningful position limits in the energy and the other 28 physical
commodity markets to protect bona fide hedgers, consumers, and investors?

It is well accepted in investment management that the larger a position is compared to a market's
liquidity, the more that position will affect the movement of prices. When combined with the
commodity markets' unique focus on a finite supply of deliverable goods, position size is certainly
a potential tool of any intended manipulator.

As such, a significant regulatory architecture has developed over the last 90 years to identify,
closely monitor, and in some instances disallow extraordinarily large positions in certain markets.
That architecture includes large trader reporting requirements {which were first established in
1926), the special call powers of the CFTC to gather detailed information on a position holder's
intent, spot month position limits in agricultural commodities, and accountability levels in all
active contract menths which are examined by the exchanges.

In terms of how to add spot month position limits in'other commodities as well as single and ali-
month combined limits, | believe first and foremost that any re-proposed or final rule address the
end-users' concerns that their traditional risk management practices will continue to obtain bona
fide hedging treatment. !’

10 See Working Group of Commercial Energy Firms Petition for Commission Order Granting Exemnptive Refief for
Certain Bona Fide Hedging Transactions; Comment Letter from Colin Bryce, Morgan Stanley, February 10, 2014
discussing the arbitrary and restrictive quantitative test for cross commodity hedging; and Comment Letter from
Diana Klemme, National Grain and Feed Association, February 10, 2014, discussing unfixed price, anticipatory
merchandising, and unfilied storage capacity hedging practices.
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| believe we also need to take seriously the end-user concerns that any standardized position limit
regime approach will harm liquidity in their contracts.’! Liquidity is the lifeblood of markets and,
if impaired, could be detrimental to end-users risk management and price discovery needs.

If confirmed, | would work to ensure any final position limit rule addresses the critical needs of
the end-user community, and takes into account the concerns of consumers and investors.

1 have heard concerns from Vermont and New England energy companies that as it writes a
final rule on position limits, the CFTC is considering deferring it's authority to establish
position limits and hedge exemptions to the commodity exchanges. There is
understandable apprehension that the exchanges, being profit driven, would have a reason
to impose higher limits and broad exemptions. Have you reviewed this matter and can you
please share with the Committee what your position is on it?

The CFTC should continue working closely with Designed Contract Markets (DCMs) in crafting and
enforcing any position limits regime. While the agency ultimately must ensure the DCMs are
meeting their obligations, | believe the DCMs have an economic self-interest in providing credible
marketplaces for their customers. A market without credibility is a market without trust, and
therefore likely without the bona fide activity and customers needed for the DCM to succeed. In
addition to economic incentives, there are also statutory requirements - DCMs have a legal
obligation to maintain orderly markets, and the Commission has consistently relied on each
DCM’s expertise for important surveillance and enforcement functions. Self regulation has a long
history in these markets — "corners” in commodity contracts were originally banned by the
Chicago Board of Trade in 1868, more than 50 years before the first federal regulatory body
appeared.

Regarding the position limits proposal specifically, there seems to be a discrepancy between what
some DCMs view as notable position sizes in various non-spot months and what the Commission
has proposed in its most recent position limits rule. Additionally, many of the markets in question
possess unique features and discrepant participation characteristics.’”? Data strongly suggests any
standardized position limit methodology across markets could be toe blunt of an approach.

if confirmed, | would work to ensure any position limit regime meets the needs of each specific
market’s end-user community.

1t See Comment letter from Jim Muthern, National Milk Producers Federation, February 10, 2014,

12 See transcript of CFTC Energy and Environmental Markets Advisory Committee meeting, February 26, 2016 at
page 66,at: http://www.cftc.gov/ide/groups/public/ @aboutcfic/documents/file/emactranseript022615.pdf; and
presentation by Erik Haas, pages 7 & 8, at:
http://www.cftc.gov/ide/groups/public/@aboutcfte/documents/file/eemac022615_icemarketsl.pdf
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Senator Sherrod Brown

According to the CFTC, over the last nine years, the clearing of swaps has increased from
15% of the market to 75% of the market. This makes clearinghouses increasingly important
to protect the market, end-users, and consumers. Risk remains, however, if clearinghouses
are not properly managed. Please describe how central clearing can be further improved
and describe the key risks for clearinghouses that you would address right now.

Designated Clearing Organizations (DCOs) play a vital role in enhancing systemic transparency and
in the mutualization of risk. Recently, the Commission unanimously finalized a rule aimed at
ensuring DCOs meet strong safety and soundness thresholds. Presently, DCOs need to be
capitalized well enough to withstand a default by its two largest clearing members. | believe this
is a high standard. The Commission must now focus on compliance with these rules to ensure
DCOs are meeting their systemic safety obligations.

How could the CFTC benefit from self-funding like the prudential regulators?

Funding proposals involving user-fees, targeted taxes, or transaction charges that would be
automatically directed to the agency, or removing the CFTC from the Congressional budgeting and
appropriations process, needs to be carefully considered, and the source of any funds needs to be
clearly understood.

While the transition to a privately funded system is a policy decision upon which Congress must
debate and decide, | have some reservations about shifting more of the cost of regulatory
oversight to a narrow part of the private sector which actively uses these markets.

Self-Regulatory Organizations (SRO) like the NFA and the major exchanges each spend a
considerable amount of money executing their SRO responsibilities. In fact, if the budget of the
NFA was combined with the major exchanges' SRO expenses, the total would equal nearly 60% of
the CFTC's entire budget.’® This means that, when viewed as one large funding pie, SROs provide
40% of the total amount of money spent on regulatory oversight activities. All of those funds
come from private sources through membership dues, transaction charges, or company cost line-
items. Further, these funding amounts have been growing. The NFA's budget has doubled since
2011, from $42 million to over $91 million this year,'* as the CFTC delegated increased
responsibilities for registering, monitoring, and examining Swap Dealers and Swap Execution
Facilities, as well as for reviewing and approving Swap Dealers' internal margin models.

The benefits of commodity markets accrue to a wide segment of society, more than just the small
group of market participants who actively use them. As such, | believe there is a case for public
taxpayer dollars to continue funding the agency's share of oversight costs and for preserving that
funding inside the robust federal budgeting and appropriations process.

13 See https://www.nfa.futures.org/news/member-newsletter-2016/052416.HTML; See Testimony of Terrance A.
Duffy, Executive Chairman and President, CME Group Inc, before the Senate Committee on Agriculture, Nutrition,
and Forestry, Hearing on CFTC Reauthorization, May 15, 2015; Nominee's professional knowledge.

14 See https://www.nfa.futures.org/news/member-newsletter-2010/newsletterSummer2010.HTML and
https://www.nfa futures.org/news/member-newsletter-2016/052416 HTML
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Senator Heidi Heitkamp

We had a hearing in this committee regarding the state of our livestock industry, and | held
a forum in western North Dakota with our ranchers to discuss what is happening with
volatility in cattle futures. We’ve heard from our ranchers the difficulty they’re having with
hedging and price discovery based on futures as the volatility in the contract—either
because of high frequency trading or lack of market transparency-—has become out of
control and divorced from market fundamentals. And as you know, CME and NCBA are
actively working to study and hopefully remedy the issue. What role do you see the CFTC
playing in ensuring these contracts work properly and high frequency trading doesn’t cause
unnecessary volatility? Do you think CFTC should be studying the issue in addition to CME
and industry?

Markets need to work for the people and entities that use them. it is obvious that cattlemen have
Jost trust in the cattle futures market. Markets that trade locked-fimit do not allow for price
discovery or risk mitigation. When a contract is trading locked-limit, end users cannot determine
prices for their goods, establish new hedges, or remove existing hedges. In 2015, the Live Cattle
contract traded locked-limit a total of 45 days, indicative of a problem with the market. Contract
design, supply/demand imbalances, and/or participant activity should ali be examined closely. At
this point, no probable cause should be ruled out.

To re-establish trust, the CFTC must focus on cattle market integrity and do what it can to
substantiate or dismiss the specific concerns being raised. Allegations of abusive High Frequency
Trading practices, like spoofing, demand swift and thorough investigations. The dynamics of the
cash market, the forces of supply and demand, and the impact of economic substitutes entering
the markets should also be analyzed. if confirmed, | will make it an immediate priority to ensure
these questions are being fully examined and answered to bring confidence back to the cattle
markets.

In May 2015, EPA and CFTC entered into a Memorandum of Understanding regarding data
sharing as it relates to RIN markets. In recent months, refiner claims of hardship due to RIN
prices have re-entered the public discourse. RIN markets are an alternative approach to
compliance under the Renewable Fuel Standard, giving refiners a choice to make
investments and blend more renewable fuel, which is the purpose of the RFS, or, to avoid
blending more renewable fuel and purchase RINs instead. The only entities involved in this
marketplace are refiners who are buying and selling RINs to each other. Even refiners who
appear to produce enough ethanol to meet their own compliance obligation under the RFS
continue to buy RINs in the marketplace. | am concerned that without oversight, the RIN
marketplace may be attracting speculative behavior.

What is your view of the MOU and whether/how it will facilitate CFTC's oversight of this
marketplace? If confirmed, what actions would you take to ensure that CFTC is conducting
appropriate oversight over the RFS RIN marketplace?
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The RIN market is a very important market to a significant segment of the agricultural and energy
community. | believe that it is important for the CFTC to provide any government agency with
monitoring and enforcement assistance in their regulatory jurisdictions. If confirmed, | will seek to
ensure the CFTC is meeting its obligations under the Memorandum of Understanding signed in
May 2016 and will provide any professional assistance requested to evaluate this market.

O
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