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TO CONSIDER THE NOMINATION OF MR. REU-
BEN JEFFERY III AND THE RENOMINATION
OF MR. WALTER LUKKEN TO BE COMMIS-
SIONERS OF THE COMMODITY FUTURES
TRADING

THURSDAY, JUNE 9, 2005

U.S. SENATE
COMMITTEE ON AGRICULTURE, NUTRITION, AND FORESTRY
Washington, DC

The committee met, pursuant to notice, at 2:05 p.m., in room
SR-332, Russell Senate Office Building, Hon. Saxby Chambliss,
chairman of the committee, presiding.

Present or submitting a statement: Senators Chambliss, Lugar,
Harkin, and Salazar.

STATEMENT OF HON. SAXBY CHAMBLISS, A U.S. SENATOR
FROM GEORGIA, CHAIRMAN, COMMITTEE ON AGRICULTURE,
NUTRITION, AND FORESTRY

The CHAIRMAN. This hearing will come to order, and let me start
by apologizing for keeping everybody from starting at 2 o’clock. We
had a little delay regarding the presiding officer in the chamber,
as Senator Lugar can appreciate. Thank you for your patience.

Good afternoon. We are pleased to be here today to consider the
nomination of Mr. Reuben Jeffery III and the renomination of Mr.
Walter Lukken to be Commissioners of the Commodity Futures
Trading Commission. In addition to being nominated as a Commis-
sioner, Mr. Jeffery has also been nominated to serve as Chairman
of the CFTC. The qualifications of both of these nominees to serve
on the Commission speak for themselves. Mr. Lukken has served
as a Commissioner at the CFTC since 2002 and has done a great
job during his tenure. Previously, Mr. Lukken was a staff member
of this committee, handling futures and agricultural banking issues
for Chairman Lugar. Mr. Jeffery has most recently served as Spe-
cial Assistant to the President and Senior Director for Inter-
national Economic Affairs at the National Security Council. Pre-
viously, he held the post of DC Representative of the Coalition Pro-
visional Authority at the Pentagon. Before joining the Government,
Mr. Jeffery spent 18 years working in the financial sector for Gold-
man Sachs & Company.

It is a pleasure to have both of you here today before this com-
mittee, and I commend the President for his selection of such quali-
fied individuals. We look forward to hearing from you as we move
your nominations forward.

o))
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Senator Harkin was on the floor as I left, and when he gets here,
if he does decide to come over here, we will give him an oppor-
tunity for any opening statement. First of all, before we turn to
Senator Lugar, gentlemen, would both of you stand and raise your
right hands? 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. LURKEN. I do.

Mr. JEFFERY. I do.

The CHAIRMAN. Individually, do you agree that, if confirmed, you
will appear before any duly qualified and constituted committee of
Congress if so asked?

Mr. LUKKEN. I do.

Mr. JEFFERY. I do.

The CHAIRMAN. All right. Thank you very much.

I will now turn to my good friend and former chairman of this
committee, now chairman of the Foreign Relations Committee, for
any statement he would wish to make. Senator Lugar?

STATEMENT OF HON. RICHARD LUGAR, A U.S. SENATOR FROM
INDIANA

Senator LUGAR. Thank you very much, Mr. Chairman. This is a
privilege to introduce, first of all, my friend Walt Lukken. He is a
native of Richmond, Indiana, with good Hoosier roots, has a bach-
elor of science degree with honors from the Kelly School of Busi-
ness at IU University, went on for further work at Lewis and Clark
Law School in Portland, Oregon, with a juris doctorate degree from
that institution; married Dana, and they have a son, William. His
life has been exciting as a family man in addition.

He came as an intern to our office in 1990, and we discovered
immediately that he had running ability. And that, Mr. Chairman,
is important because we field a team each year in this Capitol chal-
lenge business. That drew attention to Walt immediately.

b It led to his further employment in 1993 as a regular staff mem-
er.

[Laughter.]

Senator LUGAR. A very distinguished tenure for 5 years in that
capacity until, as you pointed out, Mr. Chairman, he came to this
committee as a member who worked on the CFTC issues and other
things related to that during the time of my chairmanship. He was
instrumental in this extraordinarily important act, the Commodity
Futures Modernization Act of 2000, which took quite a long time
for us to pass. Everybody in the industry and those witnessing the
hearing today will recall those struggles. It made an enormous dif-
ference in both the foundations of the exchanges, our relations with
this committee and the Banking Committee, for example, and other
committees who have had jurisdiction with financial affairs.

As you visit the exchanges now—and I have had that privilege—
they commend the Act as one that has made a large difference in
terms of the quality of service they are able to give to the American
people and the transparency to the world. Walt was instrumental
all the way through in carrying the burden of that. It was not sur-
prising that he attracted the attention of the President for his first
nomination to a seat on the CFTC, and I am especially pleased the
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President has shown this confidence in him by bringing him back
to the attention of our committee today.

I would like also, while I have the floor, Mr. Chairman, to men-
tion our pleasure at Reuben Jeffery III who is here as the Presi-
dent’s nominee to chair the CFTC as well as to have membership
on the Commission. He brings, as you pointed out, Mr. Chairman,
extensive experience from the world of investment banking, most
recently with Goldman, Sachs & Company, which he left in the
aftermath of September 11, 2001, to serve as a Special Adviser to
our President for Lower Manhattan development. He joined, very
courageously, the staff of Jerry Bremer over in Baghdad as a senior
adviser working on a variety of economic development initiatives.
A member of our Foreign Relations staff, Patrick Garvey, knew Mr.
Jeffery well and has testified to his remarkable abilities and his
aﬁhievements during his tenure in Iraq, and we salute him for
that.

He continued work on the Iraq mission as Executive Director of
the Coalition Provisional Authority’s office in the Pentagon and
most recently has been Special Assistant to the President and Sen-
ior Director for International Economic Affairs at the National Se-
curity Council. He has a remarkable background of public service
as well as private expertise, and I am excited the President has
nominated him for this position.

The CHAIRMAN. Thank you very much, Senator. I think it goes
without saying that since the Ag Committee has jurisdiction over
CFTC, Mr. Lukken is now an official member of the Ag Committee
running team.

[Laughter.]

The CHAIRMAN. That may have to be a condition of this confirma-
tion now, Walt.

Thank you very much, Senator Lugar, and, gentlemen, I think it
goes without saying that a recommendation coming from one of the
deans of the Senate and one of the true gentlemen of the Senate,
one of the men that I have the most respect for, not just in this
body but any body in the country. That says an awful lot for you,
and we appreciate those comments Senator Lugar.

Senator Salazar, would you like to offer any opening comments?

STATEMENT OF HON. KEN SALAZAR, A U.S. SENATOR FROM
COLORADO

Senator SALAZAR. Thank you very much, Mr. Chairman and Sen-
ator Lugar. I want to thank you, Mr. Chairman, for holding this
hearing, and, Mr. Jeffery, for your nomination, and, Mr. Lukken,
for your nomination as well. I congratulate both of you for your
past service as well as your future service, along with your families
who are here, because I know that all of us cannot do what we do
in our life if it were not for the wonderful support that we have
from our families.

I welcome both of you and your families, and I look forward to
working with both of you in regard to your respective capacities at
the CFTC. In your testimonies you both speak of maintaining the
integrity of the CFTC by ensuring that the Commission works in
a fair and transparent manner. I completely agree with you on that
goal. I strongly believe in government accountability and oversight,
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and I look forward to working with the Commission to ensure that
they have the tools in place to prohibit any sort of market manipu-
lation or fraud.

I congratulate the Commission on their good work. I am sure
that with both of you we will continue to move the Commission for-
ward in the same positive manner as it has over the last several
years.

I congratulate you. I think you are going to be among the many
nominees that receive overwhelming bipartisan support.

Thank you, Mr. Chairman.

The CHAIRMAN. Gentlemen, we again welcome you here. I under-
stand that per the understanding of the two of you, Mr. Lukken,
you are going to go first with your presentation, followed by Mr.
Jeffery. Welcome, and we look forward to hearing from you.

STATEMENT OF WALTER L. LUKKEN, COMMISSIONER, COM-
MODITY FUTURES TRADING COMMISSION, WASHINGTON, DC

Mr. LUKKEN. The protocol, by the way, of starting today was de-
cided by the flip of a coin. I just want to note that for the record.

Mr. Chairman, Senator Lugar, Senator Salazar, I'm honored to
address this committee regarding my nomination to the Commodity
Futures Trading Commission. I appreciate the kind introduction by
my former boss, who still serves as my role model on good decision-
making.

I would note for him that we have started our own running team
down at the CFTC, and we have poached a couple members of the
Ag Committee. Eric Juzenas and Dave Stawick are now running
for us at the CFTC, so be careful.

[Laughter.]

Mr. LUKKEN. I would like to recognize my wife, Dana, as well as
my sister-in-law, Diana, in the audience, as well as several sup-
portive friends and Commission colleagues in the audience today,
including my hard-working staff who are sitting behind me, as well
as Commission colleagues, including Commissioner Hatfield, who is
sitting over to my right, and Commissioner Dunn, who is straight
behind me—all familiar faces to those in the Senate and this com-
mittee.

Last, I am honored to join Reuben Jeffery, my fellow nominee,
and I hope this hearing is only the first of many times that we can
collaborate on interests of the Commission.

It has been almost 3 years since my first nomination hearing
here at the committee, and that short expanse of time has brought
significant change within the industry. In this period, the annual
volume traded on U.S. futures exchanges surpassed one billion con-
tracts for the first time and, incredibly, it is on pace to double that
amount by year’s end. Also worth noting is the common clearing
platform by the Chicago Board of Trade and the Chicago Mer-
cantile Exchange, which is expected to bring almost a billion and
half dollars’ worth of capital efficiencies to the market. The CME
also became the first publicly traded U.S. exchange in either the
equities or derivatives field during this time, and investors in this
pioneering effort have been rewarded with a 430—percent increase
in its share price. My tenure has also coincided with the arrival of
new futures exchanges and products, including the launch of Eurex
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US and the listing of security futures products that happened as
a result of the CFMA’s passage. It is hard to believe that all this
progress has occurred in such a short period of time that I have
been down at the Commission. One can only imagine what this in-
dustry will look like in 2010, when the next term for which I am
being considered expires.

As regulators, we cannot stem the uncertainties of change but
must adapt our models to fulfill the public mission entrusted to us.
Thankfully, Congress—and, in particular, members of this com-
mittee—had the foresight to provide this agency with the flexible
tools needed to oversee the marketplace with the passage of the
Commodity Futures Modernization Act of 2000.

The nature of these markets is to innovate, to compete, and to
arbitrage at lightning speed. In crafting the CFMA, policymakers
recognized that a regulatory structure should leverage these mar-
ket characteristics to the advantage of the public interest and allow
the agency to better anticipate problems.

Much has been made in hearings of the flexibility provided busi-
nesses by the CFMA, but the adoption of a core principles model
equally enhanced the Commission’s ability to get in front of devel-
oping regulatory problem at a time of limited resources.

The CFMA may have instructed our agency to walk softly in tai-
loring our regulations, but it also gave us the directive to carry a
big stick when the law is broken. Since the passage of the CFMA,
our agency has been aggressive in its enforcement efforts—whether
shutting down boiler rooms who are defrauding the public, working
with States and Federal authorities to lock up criminals, or pur-
suing corporate malfeasance as part of the President’s Corporate
Fraud Task Force. As a result of our investigation of manipulation
in the energy markets, the Commission has settled with 27 compa-
nies and 20 individuals for nearly $300 million in fines. Such ro-
bust law enforcement authority serves as a powerful deterrent to
wrongful activity and represents an important component of our
overall regulatory program.

Mr. Chairman, I am confident that the Commission is well posi-
tioned to meet approaching challenges, but would like to briefly
mention some developing trends that will test this proposition. Un-
like even 5 years ago, competitive forces are leading market partici-
pants to utilize alternative legal means to protect their interests,
including the use of intellectual property rights and antitrust law—
both matters of first impression for our agency that will require
clarification of our responsibilities.

Another challenge facing our agency is the globalization of our
markets and the regulatory structures that underlie them. Wheth-
er opening markets to U.S. businesses or tracking down criminals
that hide their ill-gotten gains overseas, the CFTC must work in
close tandem with its foreign counterparts to ensure that the global
community abides by the highest regulatory principles. As Chair of
the CFTC’s Global Markets Advisory Committee, I am committed
to this end and will work with industry members and foreign regu-
lators to guarantee a more harmonious global regulatory structure.

In conclusion, Mr. Chairman, I am so proud to play a small role
in this important and growing segment of our economy and to work
side by side with the talented staff of the CFTC. With these chang-
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ing markets, work remains for policymakers, and I am eager to be
given the opportunity to roll up my sleeves and lend a hand in that
effort, if confirmed by this body.

Thank you for allowing me to testify, and I look forward to an-
swering any of your questions.

[The prepared statement of Mr. Lukken can be found in the ap-
pendix on page 23]

[The biographical information of Mr. Lukken can be found in the
appendix on page 28]

The CHAIRMAN. Thank you very much, Commissioner Lukken. I
am just wondering if you are going to have time to serve if you are
going to be running for me, for Lugar, as well as the CFTC.

[Laughter.]

The CHAIRMAN. Thank you.

Mr. Jeffery?

STATEMENT OF REUBEN JEFFERY III, SPECIAL ASSISTANT TO
THE PRESIDENT, NATIONAL SECURITY COUNCIL, WASH-
INGTON, DC

Mr. JEFFERY. Mr. Chairman, Senator Lugar, Senator Salazar,
thank you for the privilege of appearing before you today as nomi-
nee for Commissioner and Chairman of the Commodity Futures
Trading Commission.

Thank you, Senator Lugar, for that very kind introduction. I ap-
preciate it. I would also like to thank the President for affording
me this opportunity to be considered by your committee. Thanks
also to your professional staff, which has been very responsive in
helping me through the relevant preparations. Finally, I'd like to
thank each of the Commissioners and the Commission staff, who
have been generous with their time and patient in helping me pre-
pare. In particular, the Acting Chairman has been especially gra-
cious and forthcoming with information and encouragement. She
couldn’t be here with us today, but I thank her very much.

I am proud to have with me today my wife, Robin, and our chil-
dren, Jocelyn, Ben, and Bob, as well as various other friends and
colleagues. I thank them all for taking the time to be here this
afternoon.

It is a great honor to be considered for the leadership of the
CFTC in an era of ever increasing globalization, competition, and
innovation across the broad sweep of the capital and commodities
markets, and in particular, those within the ambit of the jurisdic-
tion of the Commission.

Prior to joining the administration, I spent 20 years in the finan-
cial world. During most of that period, I specialized in the financial
sector, working with banks and insurance companies and other fi-
nancial service entities, both in the United States and overseas.
Through that work, I developed an appreciation of the importance
of properly functioning markets in price discovery, risk manage-
ment, competition, and innovation. I also observed that these mar-
kets are only effective when participants, both direct and indirect,
have great confidence in the integrity and fairness of their oper-
ation.

Whether the market is for an option on an interest rate or for
a future on an agricultural commodity, the key elements of market



7

efficiency and integrity are the same—willing buyers and sellers;
the free flow of information; the financial soundness of the parties;
and the perception on the part of both market participants and
those otherwise affected by market activity that pricing and trans-
actional information is derived in a fair and transparent manner.
The Commission plays an absolutely crucial role in creating the
conditions whereby those involved in commodity futures and op-
tions markets can have confidence in those markets. They know
that there is a referee, and they know that fouls will be called. If
confirmed as Commissioner and Chairman, I can assure you that
I would work diligently with fellow Commissioners and Commis-
sion staff to fulfill the Commission’s mandate to maintain the in-
tegrity of these markets.

For the past 3 years, I have had the great privilege of working
at both the White House and the Pentagon on a variety of national
security and domestic and international economic policy issues. I
have had the opportunity to work shoulder to shoulder with public
servants from many departments and agencies, with men and
women in uniform, and with appointed and elected officials. It will
come as no surprise to each of you, Mr. Chairman and Senator
Lugar, who have devoted the better part of your entire lives to pub-
lic service, how impressive and dedicated are these individuals who
have given their careers to working for the U.S. Government and
the American public. I know that the men and women of the CFTC,
like so many public servants, embody this ethic of service and com-
mitment to mission. If confirmed, I would assume leadership of the
Commission with a great sense of responsibility and tremendous
pride in the organization.

If confirmed, I would look to my fellow Commissioners, this com-
mittee, and various market participants for guidance as to issue
identification and priorities. However, amongst my highest prior-
ities would be the following three:

First, to proceed expeditiously in working with this committee as
you reauthorize the Commodity Exchange Act. This, of course, fol-
lows the Commodity Futures Modernization Act of 2000, which, by
any measure, was a path-breaking and in some senses revolu-
tiona(i"y piece of legislation of which this committee should be very
proud.

Second, to vigorously execute the CFTC’s legislative mandate to
protect market participants through aggressive enforcement and
maintain market integrity through appropriately calibrated market
oversight and supervision. To this end, if confirmed, I would con-
tinue the efforts of the Commission to work closely with other de-
partments and agencies in areas of common interest.

Finally, I would work in the tradition of prior Chairmen to set
a high bar of professional excellence within the Commission and
buildupon a culture of teamwork and productivity, while maintain-
ing the highest ethical standards.

In closing, I would add that among many lessons learned during
the past 3 years, I have developed a keen appreciation for the need
for close working relationships with Congress and other depart-
ments and agencies on areas of mutual concern. If confirmed, I look
forward to working closely with my fellow Commissioners, this
committee, Congress, and other members of the President’s Work-
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ing Group on Financial Markets, on fulfilling the important man-
date of the CFTC.

Thank you very much, Mr. Chairman, Senator Lugar.

[The prepared statement of Mr. Jeffery can be found in the ap-
pendix on page 21]

[The biographical information of Mr. Jeffery can be found in the
appendix on page 45]

The CHAIRMAN. Thank you very much, Mr. Jeffery, and we ap-
preciate those kinds words coming from you. Over the last 4 years,
you have not only been a great public servant yourself, but what
a fascinating 4 years you have had. Thank you particularly for your
service to freedom and democracy relative to the very important
work you did at the Pentagon working for the reestablishment of
freedom in Iragq.

Senator Lugar, I will be happy to defer my questions to you for
any that you might have.

Senator LUGAR. Well, thank you, Mr. Chairman.

Let me just note that in your testimony, Mr. Lukken, you point
out that the Commission, quite properly, has been careful not to re-
write the law or to expand excessively by interpretation what is in-
volved, and yet at the same time you have been rigorous in enforce-
ment of the law. The numbers of prosecutions, investigations that
have led really to malefactors being excised out of the system has
been impressive throughout this period.

One area that we have explored in committee hearings over some
time—and this precedes the law of 2000—is the work of the Com-
mission in the energy area. I would like to hear really from both
of you what you feel the future of the CFTC is in this area. I bring
this up specifically because in previous iterations of CFTC legisla-
tion, energy was often specifically exempted or excepted from the
whole business. This was, in fact, because of debate within this
committee or with members of the Banking Committee or with oth-
ers who were involved in the Congress who said grain is one thing
and you might expand this to currencies, that is another, but get
out of the energy field, don’t touch electric power, don’t get involved
with coal or oil or what have you.

Now, when the Enron problems arose, many people began to ask
in public fora: Where were the regulators? Who should have been
responsible or prescient with regard to all this? Granted, it was ex-
tremely complex, and people are still reading books like “The
Smartest Guys in the Room,” or what have you, trying to figure out
how all of this manipulation occurred. The fact is huge changes oc-
curred in our economy. Various States were afflicted with all sorts
of difficulties. Even now it is not really clear exactly what anybody
would do about all this.

Now, you are not supposed to rewrite the law. That happens over
here on the congressional side. You have been, however, active in
the energy field to some extent. What I would like to know from
both of you, first of all, is: How has the energy regulation business
changed since 2000, in this intervening period of 5 years or so?
What recommendations do you have as to how it ought to change
for the benefit of the American people, not for the Commission or
for this committee, but really who ought to be in charge?
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Mr. LUKKEN. Thank you, Senator. I read “The Smartest Guys in
the Room,” or the book that you referred to, on your recommenda-
tion. The Enron crisis was obviously mind-boggling. Energy, as you
note, is an important part of our economy, something that affects
producers in particular quite a bit. It is something that we spend
a lot of time on at the Commission.

In regards to what our role might be in that area, obviously you
mentioned the enforcement role. When I first came down to the
Commission in 2002, some of this was a case of first impression.
We hadn’t done much in this area up until then. Part of it was that
the Act had just been enacted, the 2000 Act, and we were still
fleshing out what that meant. Really, the investigations in regards
to the energy crisis had really just started to roll. Since then, obvi-
ously, we have collected quite a bit of money. We went after Enron
and received a $35 million penalty against them for manipulating
our markets. We have collected nearly $300 million in fines against
energy companies. It is not only this post-crisis stuff we are talking
about. We also have significant pre-crisis things that we do at the
Commission as well.

About 2 years ago, we did a rulemaking in the 2(h)(3) area,
which you referred to as exempt markets. This is the area in which
the CFTC has some limited authority. This was meant to try to
target regulatory authority in this area. I think we have put some
flesh on the bone here. We have required that if these markets
start to become price discovery markets, we are allowed to ask for
certain information from these marketplaces. We have special call
authority, subpoena authority. Our fraud and manipulation au-
thorities apply to these markets. You know, I think the CFTC has
made progress in this area.

We do, as you note, have certain recommendations in this area.
Last year, in regards to the energy bill, we did make some rec-
ommendations to the Energy Committees in fixing our 4b author-
ity, which would allow us to go after what they term principal-to-
principal trades in this area. It also clarified our manipulation au-
thority in regards to this area. I think these are good recommenda-
tions, and we stand firm behind them. Having been down there a
couple years, I feel that our surveillance of these markets has im-
proved.

Mr. JEFFERY. Senator, thank you. This is obviously an important
area to the national economy and consumers around the country.
It is one in which, if confirmed, I as Commissioner and Chairman
would want to dive deeply into it to make sure I understood the
relevant policy and regulatory considerations.

I think it is worth underscoring what Senator Lugar said, and
that is the vigor of the enforcement efforts of the CFTC to date
when they have come across anything that looked like manipula-
tive market behavior in the energy markets. Separately, the Com-
mission has what is known as its Large Trader Reporting System.
For a lot of these energy commodities, the reference pricing is de-
termined on the NYMEX and other exchanges. The CFTC staff
monitor closely trading patterns. A staff of trained economists stud-
ies those patterns, matches them up against known supply demand
characteristics in the underlying industries and other factors with
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a view to looking for any inconsistencies and anticipating potential
problems.

Certainly, if confirmed, these are areas of endeavor for the Com-
mission on which I would place a high priority.

Senator LUGAR. Well, thank you very much for those responses.
I had the privilege of visiting the NYMEX exchange earlier this
year, and it is impressive, the work that they are doing and giving
pretty good intelligence to our entire economic system of the world-
wide economic patterns in the best traditions of the futures mar-
kets. At the same time, they at least have the impression that you
are watching them closely, that this is a short-leash situation be-
cause of the pressures that have come really from adverse publicity
on energy markets. Thank you very much for those answers.

Thank you, Mr. Chairman, for allowing me to ask these ques-
tions.

The CHAIRMAN. Thank you.

Senator Harkin has now joined us, and Tom, I will turn to you
for any comments or questions you wish to make.

Senator HARKIN. Thank you very much, Mr. Chairman, and my
apologies for being a little bit late here this afternoon, but I wanted
to be here to join you in welcoming Commissioner Lukken—some-
one who is not unknown to us, who has been around for a long
time in a great capacity, right, Senator Lugar—and Mr. Jeffery,
our nominee for being the new chairman. If these nominees are
confirmed, the full complement of five commissioners will be in
place on the CFTC, and I believe that the Commission can best
conduct its regulatory and oversight responsibilities with all five
commissioners, so I hope we can move this expeditiously.

As I said, Commissioner Lukken is well known by this committee
from his years of service here with Senator Lugar. He has ably
served as commissioner since August of 2002. Walt has been at the
center of complex issues of globalization and future markets. His
experience will be invaluable, and I am pleased that the President
nominated Mr. Lukken for an additional term.

Though I do not know Mr. Jeffery personally, I have looked at
your record and you have an accomplished record in the private
sector, more recently in Government service, and I believe that
your experience in the international capital markets and corporate
finance give you the knowledge of those issues that will be most
helpful for the Commodity Futures Trading Commission.

Mr. Chairman, thank you for calling this hearing. I look forward
to helping do whatever I can to get these nominees through as ex-
peditiously as possible.

The only question I might have for Mr. Jeffery, since you came
from the private financial markets, this is a softball question.

[Laughter.]

Senator HARKIN. Real softball. Will we keep our futures markets
here in America or will they go overseas?

Mr. JEFFERY. Sir, thank you very much for that question. One of
the great benefits and challenges of the markets in which we oper-
ate today is globalization. It’s with us in the futures markets and
the options markets and the commodities markets, in just about ev-
erything we do.
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As commissioner, if confirmed, this is an area where the commis-
sioners to date have spent a lot of time. We as commissioners going
forward would continue to spend time in this area working to ac-
complish a number of things. Most importantly, to make sure, as
markets globalize, if you will, that U.S. investors, U.S. market par-
ticipants—exchanges, individuals, people who rely on those mar-
kets—enjoy the protections that this committee has enacted
through the provisions of the Commodity Exchange Act.

It’s something, your question is something that touches on an
area which is very broad, very important, and one that will con-
tinue to evolve in the months and the years to come and over
which you can be sure that I as a commissioner, joining the other
commissioners, will give our best efforts to try to understand, an-
ticipate and manage.

Senator HARKIN. I appreciate that. I read your statement about
the global market. We know that, and we have seen that happen
in futures, options, derivatives, everything, but as you pointed out
in your statement—I will not read it—that there have to be rules
to the game.

Mr. JEFFERY. Correct.

Senator HARKIN. There have to be, as you say, many willing peo-
ple in there, buyers and sellers. I have always felt one of the most
important things is transparency. If you have transparency, and if
you have many willing buyers and sellers, then you are OK as long
as you have some rules to abide by. I just hope that as these mar-
kets are globalized that the rules that we have had, people invest,
people do use our markets because of that. As long as we maintain
that and set that as our standard for other markets to associate
with us, then I have no fear that we will keep our futures industry
here in the United States.

I am just saying as you proceed as commissioner and with the
Commission, just insist upon the open market, the transparency
that people have come to rely upon here in our futures industry in
this country. I thank you very much, Mr. Jeffery, look forward to
working with you in the future.

Walter, congratulations.

Mr. LUKKEN. Thank you, Senator Harkin.

The CHAIRMAN. Gentlemen, I want to pick up on something Sen-
ator Lugar was talking about, and that is this manipulation issue.
During our hearings on the reauthorization of CFTC, we had a
number of witnesses who talked about this issue. Mr. Lukken, we
talked about the way the CFTC does this, and frankly, I was pretty
impressed with the fact that on a regular basis you pick out trades
at the height of a spike or the bottoming out after a spike, to try
to figure out whether or not there is any manipulation there. That
was some pretty impressive testimony that came out of the CFTC,
as well as the study that has been done by the NYMEX, which es-
sentially did the same thing.

Mr. Jeffery, when you get there, I urge you to take a look at that
if you have not had a chance to already because it is fascinating,
first of all, and it is pretty interesting information that is contained
in that study. I think it gives us a good picture of when somebody
might try to manipulate the market, and if they do, here is how
they do it. The conclusion by both CFTC, obviously, and NYMEX
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was that there was no manipulation of the market, that it was ba-
sically supply and demand. Certainly we hope that is the case here-
after, but without your oversight, we will not know that.

I will tell you, Mr. Lukken, that the committee as a whole was
impressed by that activity.

I would be remiss if we did not compliment the service of Interim
Chairman Ms. Brown-Hruska. She has testified before this com-
mittee, been very available to us, and I am sorry Sharon is not
here today. Please pass on to her our appreciation to her for the
great service as the interim chairman.

Mr. Jeffery, let me start with a couple of questions for you. You
have an impressive resume in the financial markets, and Senator
Harkin just asked you a little bit about this. Generally, how would
you see your past work experience as being a benefit to you at
CFTC?

Mr. JEFFERY. Thank you, Mr. Chairman. We commented a few
moments ago in the context of attempting to address Senator Har-
kin’s question on some experience in international capital markets.
I think in my opening remarks I talked a little bit about knowledge
I like to think I have acquired over the years about markets in gen-
eral, albeit the markets in which I'm most knowledgeable tend to
be markets in financial products, foreign currencies, interest rates,
bonds, et cetera. The underlying principles of transparency, of the
free and open exchange of information, are common to those mar-
iets, to agricultural markets, to metals markets, and other mar-

ets.

Finally, my primary area of expertise over the years was in the
area of financial institutions, banking institutions, insurance com-
panies, and other financial institutions. They are among both the
largest originators and users of many of the futures and options
products and instruments that trade on the markets that are with-
in the purview of the Commission’s jurisdiction. I think it’s that
sort of combination of experiences that will help me do a better job
if confirmed as commissioner and chairman in evaluating these
markets, anticipating challenges, and dealing with problems as
they arise.

The CHAIRMAN. Regarding the promotion of cross-border competi-
tion, Phase II of the Global Clearing Link between the Clearing
Corporation and Eurex Clearing has been pending at the Commis-
sion since March. The comment period has closed, but the Agency
has not yet promulgated its ruling on this issue. Once you take up
your duties as chairman, will you ensure the committee that con-
sideration of this pending ruling will be a priority?

Mr. JEFFERY. Mr. Chairman, yes. It’s an issue with which I am
generally familiar; but not specifically familiar, but to the extent it
remains live and on the docket for the Commission, I will certainly
make it a high priority.

The CHAIRMAN. One issue which has been brought to the commit-
tee’s attention is the need for definitions added in the Commodity
Exchange Act for futures contracts on broad-based security indexes.
Dﬁ y)ou feel the addition of these definitions is necessary? If so,
why?

Mr. JEFFERY. Mr. Chairman, this is an issue with which I do not
have even general familiarity. The whole subject matter of security
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futures products, which were essentially made legal, or no longer
illegal, by the Commodity Futures Modernization Act of 4 years
ago, remains in need of further definition and discussion.

Were I confirmed as chairman and commissioner, I would look
forward to working with my fellow commissioners, Commission
staff, independent market participants, the other agencies in fine
tuning or establishing the rules of the road, be it the definition of
broad-based index or otherwise by which these products can trade
with appropriate market participant protections.

The CHAIRMAN. In 2000 Congress made substantial changes to
the Commodity Exchange Act with the passage of the Commodity
Futures Modernization Act. The CFMA provided legal certainty for
the over-the-counter swaps market and streamlined the regulatory
process for exchange traded futures markets. The CFMA also shift-
ed CFTC away from a prescriptive one-size-fits-all rules-based reg-
ulatory approach to a more flexible approach that provides for
varying levels of regulation depending on whether the market
users are commercially sophisticated, and also whether the under-
lying commodity is more likely to be susceptible to manipulation.

Do you feel the CFMA’s approach to regulating futures markets
is an appropriate regulatory model? Second, do you feel there are
any additional changes that should have been made in 2000 with
the passage of the CFMA? Last, do you feel that any further
changes to the CEA are needed in this reauthorization of CFTC?

Mr. JEFFERY. Thank you, Mr. Chairman. There are a number of
parts to that question. The first part, is it an appropriate model?
I think the experience to date and the facts speak for themselves.
The CEA, as amended by the Commodities Futures Modernization
Act of 2000, is generally regarded as a hallmark of legislative and
regulatory success. The markets have grown substantially far be-
yond most people’s expectations at the time of the amendments and
without major market disruptions, challenges or issues having de-
veloped over that period.

In terms of changes, I am aware of some of the changes that
have been discussed and continue to be discussed with respect to
the reauthorization of the Act. I would look forward again to work-
ing with my fellow commissioners, this committee, committee staff,
Commission staff, and industry participants, to further develop a
legislative proposal for this committee so you could advance the re-
authorization with all deliberate speed.

As far as other changes, other than the ones that have been
talked about already in the context of discussions that have taken
place, 'm not aware of any, but that doesn’t mean that I might not
become aware of some as I get deeper into the specifics of the fac-
tual context of these markets and the policy issues involved, which
I would hope to do if confirmed as a commissioner.

The CHAIRMAN. Let me prompt you on one of those. A case de-
cided in the U.S. Court of Appeals for the Seventh Circuit, CFTC
v. Zelener, has sparked some controversy among the futures indus-
try. Many industry participants feel that a legislative change is
needed to correct the problem they believe exists with cases like
Zelener. What is your opinion on the necessity of a legislative
change to address the Zelener case, and what do you feel, if not a
legislative change, would be the best way to address that issue?
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Mr. JEFFERY. Mr. Chairman, I'm not equipped to comment or an-
swer that question specifically at this stage. I would say, coming
back to basic principles, a core mission of the Commission is to
make sure that we preserve the integrity of these markets, the
markets over which the Commission has jurisdiction. To the extent
there are loopholes or exceptions that are broadly acknowledged to
be out there, that violate the letter and the spirit of the law, cer-
tainly those are areas which are deserving of Commission atten-
tion. Whether a legislative fix is required or not, I would defer
judgment.

The CHAIRMAN. Mr. Lukken, you chair the Global Markets Advi-
sory Committee, whose goal is to obtain input on international
market issues that affect the integrity and competitiveness of U.S.
markets and U.S. firms engaged in global business. Through this
time of globalization, what are some of the issues that CFTC faces
in this area?

Mr. LUKKEN. Thank you, Mr. Chairman. I think the principal
one that were seeing over and over again is opening markets to
U.S. businesses, and making sure that the highest standards of
regulation appear across any of the markets that U.S. businesses
might be participating in. We work closely with the International
Organization of Security Commissions, (IOSCO) overseas to set
these principles, to get people to sign multilateral MOUs so that
their laws meet the standards that U.S. participants are used to.

This is a common theme. We work on bilateral agreements, mul-
tilateral agreements with different countries in order to make sure
that those who are entering into transactions that may cross bor-
ders are protected under the laws that we are used to in the
United States.

I think the second issue that seems to be a common theme, espe-
cially in the commodities markets, is China. Certainly China is
going to be a large demand market for U.S. agricultural commod-
ities. One thing that we’re looking at is providing the Chinese with
expertise on how they might develop their derivatives markets. I've
been working with those at the Treasury Department to make
sure, as theyre in discussions with the Chinese on opening up the
foreign exchange markets to go from a fixed rate to a flexible rate,
to make the case that derivatives markets might help in that tran-
sition, and as they go forward, that derivatives markets might give
participants in those markets the ability to manage risk.

This might allow the Chinese to be a little more forthcoming in
going toward a flexible derivatives markets. We had Ambassador
Speltz, who was our emissary in China, come and talk to our Glob-
al Markets Advisory Committee, as well as Randy Quarles, Assist-
ant Secretary of International Affairs at Treasury. I would say that
both opening markets and China seem to be subject martters that
everybody is talking about. I know FIA and the industry is holding
a conference in China in August, and so I'm looking forward to
working with foreign regulators as well as the industry on resolv-
ing some of these issues.

The CHAIRMAN. Mr. Lukken, in your article, “Reauthorization:
Let the Debate Begin,” published in the September 2004, Volume
of the Futures and Derivatives Law Report, you wrote that the
Congress should consider clarifying CFTC’s fraud authority over re-
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tail, foreign currency futures transactions in legislation reauthor-
izing the CFTC. The article leaves the impression that this is an
issue that is limited to foreign exchange transactions. However, on
October 20, 2004, as you know, subsequent to the publication of
your article, the Court of Appeals for the Seventh Circuit denied
CFTC’s petition to rehear the June 30, 2004 decision in CFTC v.
Zelener. This now finalized the Court’s decision in CFTC wv.
Zelener. Have your views on this issue changed in light of the
Zelener decision? If so, how and why?

Mr. LUKKEN. Thank you, Senator. I published that article before
the Zelener decision came out. We've had some fine tuning issues
on the fraud issue in the Forex area, solicitors who were unregis-
tered and able to fraudulenlty offer Forex contracts outside of our
jurisdiction. There is some tightening that needs to go on in that
area that has been recommended, and I think these suggestions
are consensus items among the industry and regulators.

The Zelener issue is a different subject matter. That court nar-
rowed the definition of futures contracts, and that is the basis of
our jurisdiction, as you know, and this has the potential to cause
a great deal of difficulty as we bring fraud cases in this area.

The House Agriculture Committee, in consultation with this com-
mittee, asked the Commission to provide language in this area. We
did, as a Commission. Acting Chair Brown-Hruska sent forward a
letter that said that we needed to fix the Zelener decision at a min-
imum in the Forex area. This is something I support, that we
should go forward with. Since the CFMA’s passage, we've seen 74
cases in Forex, quite a bit of fraud. We see recidivists in this area.
They keep popping up over and over and over again. This is a prob-
lem at the Agency, something we need to address, and as the lan-
guage said to you, at a minimum this is what we should do in this
fraud area.

The CHAIRMAN. Could there be negative unintended con-
sequences of a broader than foreign exchange legislative fix for the
problems created by Zelener. If so, what do you think they are, and
how could we best avoid those?

Mr. LUKKEN. Well, the issue over what is the CFTC’s jurisdiction
was a hotly debated one in 2000, and this was dealing more on the
regulatory side than the fraud side. There were quite a bit of dis-
cussions. It was a bipartisan discussion with the Clinton adminis-
tration’s Treasury Department involved. Lee Sachs, a Dennison
University graduate who Senator Lugar is quite familiar with was
leading the efforts on behalf of the Clinton administration. Con-
gress was involved in that discussion. We came to the conclusion
there were certain areas that did not need our regulatory authority
in—over-the-counter derivatives—and that was the deal that was
struck in 2000.

Obviously, the Zelener decision cuts at some of that. I think the
area that is of most concern to us is the fraud area. I don’t think
broadening our regulatory efforts would be helpful. This is, you
know, the problem with trying to define what a futures contract
is—you may be either over inclusive or under inclusive, which
could be problematic either direction we head. I think there are
ways to tailor our legislative fix to really go after the problem that
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we are perceiving or I'm perceiving down at the Commission, which
is fraud.

The CHAIRMAN. Well, as both of you know—Mr. Jeffery, we
talked about this a little bit in our private conversation and Walt,
you know from the testimony that has been before this committee
on the reauthorization of CFTC, there is a little bit of difference
in the community relative to just how far we ought to go relative
to this Zelener fix. Should it be narrow, or should we broaden it
out to some other potential areas, because if we do not, where are
you going to be? How are you going to enforce something outside
of the Forex measures? I would encourage you, Mr. Jeffery, with
all due haste, to give this issue priority, and get back to this com-
mittee because Senator Harkin and I want to make sure that we
move the CFTC reauthorization as soon as possible, and we expect
to do that this summer. We want to do it hand in hand with you.
There are some people who think we can do it with one sentence,
and there are others who think we ought to go to a much greater
length. We want to make sure we do the right thing when we do
it.

I wish you would give that priority and get back to us as soon
as possible about that.

Anything else, gentlemen?

[No response.]

The CHAIRMAN. Great. Well, again, thank you very much. We are
going to leave the record open for any additional information till
the close of business on Friday, June 10th. We hope to move these
nominations out of committee next week, and get them to the floor.
If anyone or their staff wishes to submit additional information, let
us get it done by the end of Friday.

Thank you very much. This hearing is concluded.

[Whereupon, at 2:58 p.m., the committee was adjourned.]
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Statement for Agriculture Committee Hearing
Senator Thad Cochran

June 9, 2005

Mr. Chairman, thank you for holding this nomination
hearing. 1 want to congratulate Mr. Jeffery for his nomination to
be a commissioner and chairman of the Commodity Futures
Trading Commission, and I also congratulate Commissioner
Lukken on his renomination to the Commission.

I am very pleased with the performance of the Commodity
Futures Trading Commission in ensuring the vitality of commodity
markets. Since the passage of the Commodity Futures
Modernization Act, trading volume of futures has increased
dramatically among all contracts. The Commodity Futures
Trading Commission has done a good job of ensuring the
continued effectiveness of the Commodity Futures Modernization

Act.
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Mr. Jeffery has had a distinguished career in both public
service and private business. His experience with financial
markets and the confidence President Bush has shown in him at the
White House will ensure that Mr. Jeffery will be a great asset to

Commission.

I am pleased that President Bush has selected Commissioner
Lukken to continue to serve on the Commodity Futures Trading
Commission. Ihave worked with Mr. Lukken during his tenure as
a Commissioner, and I look forward to continuing to work with
Mr. Lukken help maintain confidence in our commodity markets
and help to ensure that these markets remain competitive and

efficient.

Once again, I congratulate Mr. Jeffery and Commissioner
Lukken on their nominations and look forward to their testimony.

Thank you Mr. Chairman.
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Senator Mike Crapo:

The CFMA embodies legislation establishing a reasonable and flexible regulatory
standard. It creates four levels of regulatory oversight by the CFTC of futures
transactions based upon the nature of the market participant. This approach is
one first recommended in proposed regulations by the CFTC under the Clinton
Administration. The Act, therefore, is a product of bi-partisan support.

The issues addressed in the legislation were complex, and took several years to
perfect language. Because the issues raised included not just the regulatory
scope of the CFTC, but the designation of products (and therefore their
regulatory treatment) as commodities or securities, and the protection of bank
products from CFTC jurisdiction, negotiations included not only the CFTC, but
the Treasury Department, the Federal Reserve Board, the Comptroller of the
Currency, and the SEC.

The Commodity Exchange Act, as modified by the CFMA, is working well. Jim
Newsome, most recently the Chairman of the CFTC, testified that no changes to
the Act are required at this time. Acting Chairman Brown-Hruska also testified
recently that the CFTC has used its enforcement powers to levy more than $300
million in penalties for false reporting, attempted manipulation and manipulation
in the energy markets. So far, $240 million of that amount has been deposited
with the US Treasury.

While the CFTC’s Acting Chairman has submitted some proposed ideas for our
consideration, | want to stress that the President’'s Working Group (PWG) has not
yet had an opportunity to review and comment on those proposals. Any time the
jurisdiction of an agency may be expanded and, therefore, affect existing and
new products and services, the key financial regulators constituting the PWG
must be given an opportunity to consider the proposals. It seems to me thatis a
responsible path to follow in the interests of preserving stability in our financial
markets and preventing adverse unintended economic consequences. | would
also imagine that you might wish to have an opportunity to consider the
proposals once confirmed.

The most harmful course of action that we in Congress can take is to adopt
revisions to the CEA without thorough consideration. | hope that you will be able
to agree with me on this point, and | would ask you whether you see a need at
this time for changes to the CFMA?
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Statement of CFTC Commissioner Walter Lukken
Senate Committee on Agriculture, Nutrition and Forestry
Confirmation Hearing, June 9, 2005

Mr. Chairman, Senator Harkin and other distinguished Senators, I am honored to address
the Senate Agriculture Committee regarding my nomination as Commissioner of the Commodity
Futures Trading Commission (CFTC). 1am truly grateful that the President has provided me
with this opportunity. In particular, I appreciate the introduction by my former boss, Senator
Lugar, who still serves as my role model for sound and principled decision-making. Before I
begin, I would like to recognize my wife, Dana, as well as several supportive friends and
colleagues in the audience today. Iwould also like to thank my fellow Commissioners in
attendance, including Acting Chairman Sharon Brown-Hruska as well as our newest additions to
the Commission, Fred Hatfield and Mike Dunn. Lastly, I am honored to join Reuben Jeffery, my
fellow nominee, and I hope that this hearing is only the first of many times that we collaborate in
the interest of the Commission.

It has been almost three years since my first nomination hearing and that short expanse of
time has brought significant change within the futures industry. In this period, the annual
volume on U.S. futures exchanges surpassed one billion contracts for the first time and,
incredibly, it is on pace to double that amount by year’s end. This industry has also witnessed
the accelerated migration from open outery to electronic platforms, with screen-based trading
now accounting for a significant majority of all futures trading. Also worth noting is the
common clearing platform between the Chicago Board of Trade and Chicago Mercantile
Exchange (CME), which is expected to bring almost a billion and a half dollars worth of capital
efficiencies to market participants. The CME also became the first publicly-traded U.S.
exchange in either the equities or derivatives field during this time, and investors in this
pioneering effort have been rewarded with a 430 percent increase in its share price. My tenure
has also coincided with the arrival of new futures exchanges and products, including the launch
of Eurex US and the listing of event-styled contracts and the previously-banned security futures
products. It is hard to believe that all of this progress and change has occurred in the short time
that I have been at the Commission. One can only imagine what this industry will look like in
2010, when the term for which I am being considered expires.

As regulators, we cannot stem the uncertainties of change but must adapt our models to
fulfill the public mission entrusted to us. Thankfully, Congress — and, in particular, members of
the agriculture committees — had the foresight to provide this agency with the flexible tools
needed to oversee the marketplace with the passage of the Commodity Futures Modernization
Act of 2000 (CFMA). Before the CFMA, some of the prescriptive rules written by the CFTC
were outdated on the day they were published. This was not always the fault of the agency but
the reality of the marketplace. The nature of these markets is to innovate, compete and arbitrage
opportunities with lightning speed. In crafting the CFMA, policymakers recognized that, instead
of struggling against this dynamic, a regulatory structure should leverage these market
characteristics to the advantage of the public interest and allow the agency to better anticipate
problems. Much has been made of the flexibility provided businesses by the CFMA, but the
adoption of a core principles approach equally enhanced the Commission’s ability to get in front
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of developing regulatory problems. At a time of limited resources, this has allowed the CFTC to
target our efforts effectively to areas where the risks to the public are greatest.

The CFMA may have instructed our agency to walk softly in tailoring our regulations,
but it also gave us the directive to carry a big stick when the law is broken. Since the passage of
the CFMA, our agency has been aggressive in its enforcement efforts — whether shutting down
boiler-room operations that are defrauding the public, working with states and federal authorities
to lock up criminals or pursuing corporate malfeasance as part of the President’s Corporate Fraud
Task Force. As a result of our investigation of manipulation in the energy markets, the
Commission has settled with 27 companies and 20 individuals for nearly $300 million in fines
for violating our Act. Such robust law enforcement authority serves as a powerful deterrent to
wrongful activity and represents an important component of the CFTC’s overall regulatory
program.

With such a dynamic regulatory arsenal provided by Congress, I am confident that the
Commission is well-positioned to meet approaching challenges. I would like to briefly mention
some developing trends that will test this proposition. Unlike even five years ago, competitive
forces are leading market participants to utilize alternative legal means to protect their market
interests, including the increased use of intellectual property rights and antitrust law — both issues
of first impression for our agency and industry.. On the first point, the Commission and market
participants, in consultation with the U.S. Patent and Trademark Office, have begun a dialogue
on the impact of intellectual property claims in the marketplace and whether the CFTC has a
facilitative role to play on this issue. On second point, the Commission has witnessed an
increased use of antitrust claims among market participants and this upward trend is only
expected to continue. Being mindful of other antitrust agencies, the Commission will need to
better coordinate and clarify its responsibilities in this area.

Another challenge facing the agency is the increasing globalization of our markets and
the regulatory structures that underlie them. Whether opening foreign markets to U.S. businesses
or tracking down criminals that hide their ill-gotten gains overseas, the CFTC must work in close
tandem with its foreign counterparts to ensure that the global community abides by the highest
regulatory principles. As chair of the CFTC’s Global Markets Advisory Committee, I am
committed to this end and will work with industry members and foreign regulators to guarantee a
more harmonious regulatory structure that does not hinder the free flow of services and capital
across borders.

In conclusion, Mr. Chairman, I am so proud to play a small role in this important and
growing segment of our economy and to work side-by-side with the talented staff of the CFTC,
observing their growth and success over the last three years. But with these changing markets,
work remains for policymakers and I hope I will be given the opportunity to roll up my sleeves
and lend a hand in that effort. If confirmed, I look forward to working with this Committee and
my fellow Commissioners to ensure that these markets continue to thrive and compete, absent of
fraud and manipulation. Thank you for allowing me to testify and I look forward to answering
any questions.
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STATEMENT OF
REUBEN JEFFERY 11

SENATE COMMITTEE ON AGRICULTURE, NUTRITION AND FORESTRY

CONFIRMATION HEARING

JUNE 9, 2005

Mr. Chairman, Senator Harkin, members of the Committee, thank you for
the honor and privilege of appearing before you today as nominee for Commissioner and

Chairman of the Commodity Futures Trading Commission (CFTC).

Thank you, Senator, for that very kind introduction. I would like also to
thank the President for affording me this opportunity to be considered by your
Committee. Thanks also to your professional staff, which has been very responsive in
helping me through the relevant preparations for today. Finally, I’d like to thank each of
the Commissioners and the Commission staff, who have been generous with their time
and patient in helping me prepare for this hearing. In particular, Acting Chairman
Brown-Hruska has been especially gracious and forthcoming in providing information

and encouragement.
With me today are my wife Robin and our children, Jocelyn, Ben and Bob.

It is a great honor to be considered for the leadership of the CFTC in an

era of ever increasing globalization, competition and innovation across the broad sweep
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of the capital and commodities markets, and in particular, those within the ambit of the

jurisdiction of the Commission.

Prior to joining the administration, I spent 20 years in the financial world.
During most of that period I specialized in the financial sector, working with banks,
insurance companies and other financial service entities, both in the United States and
abroad. Through that work, I developed an appreciation for the importance of properly
functioning markets in price discovery, risk management, competition and innovation. I
also observed that these markets are only effective when participants, both direct and

indirect, have great confidence in the integrity and fairness of their operation.

Whether the market is for an option on an interest rate or for a future on an
agricultural commodity, the key elements of market efficiency and integrity are the same
-- willing buyers and sellers; the free flow of information; the financial soundness of the
participants; and the perception on the part of both market participants and those
otherwise affected by market activity that pricing and transactional information is derived
in a fair and transparent manner. The Commission plays an absolutely crucial role in
creating the conditions whereby those involved in commodity futures and options
markets can have confidence in those markets; and know that there is a referee; that fouls
will be called. If confirmed as Commissioner and Chairman, I can assure you that I
would work diligently with fellow Commissioners and Commission staff to fulfill the

Commission’s mission to maintain the integrity of these markets.
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For the past three years, I have been privileged to work at both the White
House and the Pentagon on a variety of national security and domestic and international
economic policy issues. Ihave had the opportunity to work shoulder to shoulder with
public servants from many departments and agencies, with men and women in uniform,
and with appointed and elected officials. It will come as no surprise to each of you, who
have devoted your lives to public service, how impressive and dedicated is the group of
people who have given their careers to working for the United States Government and the
American public. Iknow that men and women of the CFTC, like so many public
servants, embody this ethic of service and commitment to mission. If confirmed, I would
assume leadership of the Commission with a great sense of responsibility and tremendous

pride in the organization.

If confirmed, T would look to my fellow Commissioners, this Committee,
and various market participants for guidance as to issue identification and priorities.

Among my highest priorities, however, would be the following three:

First, to proceed expeditiously in working with this Committee as you
reauthorize the Commodity Exchange Act (CEA). This follows the Commodity Futures
Modernization Act of 2000, which, by any measure, was a path breaking and in some

senses revolutionary piece of legislation of which this Committee should be very proud.

Secondly, to vigorously execute the CFTC’s legislative mandate to protect
market participants through aggressive enforcement and maintain market integrity

through appropriately calibrated market oversight and supervision. To this end, if
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confirmed, I would continue the efforts of the Commission to work closely with other

departments and agencies in areas of common or overlapping interest.

Finally, I would work in the tradition of prior Chairmen to set a high bar
of professional excellence within the Commission and build upon a culture of teamwork

and productivity, while maintaining the highest ethical standards.

In closing, I would add that among many lessons learned during the past
three years, I've developed a keen appreciation for the need for close working
relationships with Congress and other departments and agencies on areas of mutual
interest. If confirmed, I would look forward to working closely with my fellow
Commissioners, this Committee, Congress and other members of the President’s

Working Group on Financial Markets, on fulfilling the important mandate of the CFTC.

Thank you Mr. Chairman.
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BIOGRAPHICAL INFORMATION (PUBLIC)

Full name (include any former names used).
Walter Lewis Lukken

Date and place of birth.

March 23, 1967; LaGrange, Illinois.

Marital Status {(include maiden name of wife or husband's
name} . List spouse's occupation, employer's name and
business address(es).

Dana Bostic Lukken, stay-at-home mother; self-employed
part-time meeting scheduler.

Education: List each college and graduate or professional
school you have attended, including dates of attendance,
degrees received, and dates degrees were granted.

Indiana University; 1985-1989; BS in finance; May 1989.
Lewis and Clark Law School; 1989-1992; JD; May 1992.

Employment Record: List (by year) all business or
professional corporations, companies, firms, or other
enterprises, partnerships, institutions and organizations,
nonprofit or otherwise, including farmg, with which you
were connected as an officer, director, partner,
proprietor, or employee sincée graduation from college;
include a title and brief job description.

8/2002 to present: Commissioner, Commodity Futures Trading
Commission.

10/1998 to 8/2002: U.S. Senate Agriculture Committee;
professional staff member covering futures markets and
agricultural banking and tax issues.

10/1993 to 10/1998: Office of Senator Richard Lugar;
Legiglative Asgistant on tax and financial issues.
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10/1992 to 10/1993: The Martec Group; Telemarketer for
medical industry; Interviewed healthcare professionals
concerning healthcare products.’ .

1/1992 to 5/1992: Oregon Department of Justice-Charitable
Activities Division; part-time law clerk. ’

05/1991 to 09/1991: U.S. Department of Justice-Tax

Division; summer intern for Appellate and Civil Trial
Eastern Sections.

05/1990 to 09/1990: Office of Senator Richard Lugar; summer
intern.

Military Service: Have vou had any military service? If
so, give particulars, including the dates, branch of
service, rank or rate, serial number and type of discharge
received.

No.

Covernment Service: State (chronologically) your
government service or public offices you have held,
including the terms of service grade levels and whether
such positions were elected or appointed.

8/2002 to present: Commissioner, Commodity Futures Trading
Commission; appointed.

10/1998 to 8/2002: U.S. Senate Agriculture Committee;
professional staff wember covering futures markets and

agricultural banking and tax issues.

10/1993 to 10/1998: Office of Senator Richard Lugar;
Legislative Assistant on tax and financial issues.

1/1992 to 5/1992: Oregon Department of Justice-Charitable

Activities Division; part-time law clerk.

05/i991 to 09/1991: U.S. Department of Justice-Tax
Division; summer intern for Appellate and Civil Trial
Eastern Sections.

05/1990 to 09/1990: Office of Senator Richard Lugar; summer
intern.
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Honors and Awards: List any scholarships, fellowships,
honorary degrees, and honorary society memberships that you
received and believe would be of interest to the Committee.

None .

Political Affiliation: The statute creating the Commodity
Futures Trading Commission requires that no more than three
members be from the same political party. List your
current political party registration or affiliation.

Republican.

Other Memberships: List all organizations to which you
belong, excluding religious organizations.

Illinois Bar Association
American Diabetes Association

Published Writings: List the titles, publishers, and dates
of books, articles, reports, or other published materials
{including published speeches) you have written. Please
include on this list published materials on which you are
listed as the principal editor. It would be helpful to the
Committee if you could provide cone copy of all published
material that may not be readily available. Also, to the
maximum extent practicable, please supply a copy of all
unpublished speeches you made during the past five years on
issues involving agriculture, nutrition, forestry or
commodity futures policy or related matters.

Remarks of Commissioner Walter L. Lukken before the CFTC
Commodity Pool Roundtable, Washington, D.C., April 6, 2005.

Remarks of Commissioner Walter L. Lukken before the
Intellectual Property Panel at FIA Expo, Chicage, Illinois,
October 26, 2004.

Article by Commissioner Walter L. Lukken, *"Reauthorization:
Let the Debate Begin," published in the fall 2004 issue of
Futures & Derivatives Law Report, September 2004.

Remarks of Commissioner Walter L. Lukken before the Swiss
Futures and Options Association Conference, Burgenstock,
Switzerland, September 9, 2004.
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Remarks of Commissioner Walter L. Lukken before the Futures
Industry Association's Annual Conference, Panel on Market
Structure and Self-Regulation, Boca Raton, Florida, March
18, 2004.

Derivative Contracts and their Regulation by CFTC
Commissioner Walt Lukken and Jim Overdahl; Financial
Product Fundamentals; Practicing Law Institute; February
2004.

Statement of Commissioner Walter L. Lukken before the USFE
Designation Hearing, Washington, D.C., February 4, 2004.

Remarks by Commissioner Walter Lukken before the Chicago
Bar Association, Chicago, Illinois, February 3, 2004.

Statement of Commissioner Walter L. Lukken before the
Futures and Options World’'s Trade Mission, Shanghai,
November 21, 2003.

Remarks of Commissioner Walter L. Lukken before the Futures
and Options World’'s Derivatives and Risk Expo, New York,
New York, May 21, 2003.

Remarks of Commissioner Waltexr L. Lukken before the Futures
and Derivatives Committee of the New York State Bar
Association, May 20, 2003.

Presentation of CFTC Commissioner Walter L. Lukken to the
Financial Services Regulatory Conference, March 17-18,
2003.

Statement of Commissioner Walter L. Lukken before the
National Grain Trade Council at their Annual Meeting,
February 7, 2003.

Statement of Commissioner Walter L. Lukken before the
Futures Industry Association, Chicago, Illinois, September
12, 20602.

Health: What is the present state of your health?
Excellent. I have had diabetes for the last 18 years but

keep it under tight control through exercise, monitoring
and diet. :
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FINANCIAL DATA AND CONFLICT OF INTEREST (PUBLIC)

Have you severed all connections with your immediate past
private sector employers, business firms, associations,
and/or organizations?

Yesg.

List sources, amounts and dates of all anticipated receipts
from deferred income arrangements, stock options,
uncompleted contracts and other future benefits which you
expect to derive from previous business relationships,
professional services, firm memberships, former employers,
clients, or customers.

None.

Do you, or does any partnership or closely held corporation
in which you have an interest, own or operate a farm oxr
ranch? (If yes, please give a brief description including
location, size and type of operation.)

No.

Have you, or any partnership or closely held corporation in
which you have an interest, ever participated in Federal
commodity price support programs? (If yes, provide all
~details including amounts of direct government payments and
loans received or forfeited by crop and farm, etc. during
the past five years.)

No.

Have you, or any partnership or closely held
corporation in which you have an interest, ever

" received a direct or guaranteed loan from or cosigned
a note to the Rural Business-Cooperative Service,
Rural Housing Service, the Rural Utilities Sexvice or
their predecessor agencies, the Farmers Home
Administration, the Rural Development Administration,
the Rural Housing and Cooperative Development Service
or the Rural Electrification Administration? (If vyes,
give details of any such loan activity during the past
5 years.)

No.
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Have you, or any partnership or closely held corporation in
which you have an interest, ever received payments for crop
losses from the Federal Crop Insurance program? (If yes,
give details.)

No.

if confirmed, do you have any plans, commitments, or
agreements to pursue outside employment or engage in any -
business or vocation, with or without compensation, during
your service with the government? (If so, explain.)

No.

Do you have any plans to resume employment, affiliation, or
practice with your previous employers, business firms,
assoclations, or organizations after completing government
gervice? (If yes, give details.)

No.

Has anyone made a commitment to employ you or retain your
services in any capacity after you leave government
service? (If yes, please specify.)

No.

Identify all investments, obligations, liabilities, or
other relationships which involve potential conflicts of
interest in the position to which you have been nominated.

None.

Have you ever received a government guaranteed student
loan? If so, has it been repaid?

Yes. I received several government-guaranteed law school
loans, which are being repaid and are in good standing.

If confirmed, explain how you will resolve any potential
conflict of interest, including any that may be disclosed
by your responses to the above items.

I will continue to confer with the Office of Government
Bthics and ethics officials at the CFTC so as to avoid the
appearance of and to resolve any potential conflicts of
interest that may arise in the future.



U.S. Commodity Futures Trading Commission
Three Lafayette Centre, 1155 21st Street, NW, Washington, DC 20581

Walter L. Lukken (202) 418-5014
Commissioner (202) 418-5550 Facsimile
wlukken@cftc.gov
June 6, 2005

The Honorable Saxby Chambliss

Chairman, Senate Committee on Agriculture, Nutrition and Forestry
328A Russell Building

‘Washington, DC 20510

Dear Mr. Chairman:

In accordance with Title I of the Ethics in Government Act of 1978, as amended, and S CFR. §
2634.606(a), | hereby update my public financial disclosure form. Since May 26, 2003, the date I signed
my public financial disclosure report, my spouse and I have not received honoraria, and I have received
an additional $5,379 in earned income from the CFTC.

1 am also writing to make certain corrections to my public financial forms, as provided the
Committee in my annual standard form 278, prior to my confirmation hearing on June 9% 2005, The
cotrections are as follows:

On page 2, item five should read “District of Columbia 529 Education Fund-Age 0-5.”
On page 6, item two should be marked in the category “$50,000-$100,000.”
On page 6, item three should be deleted.

Please do not hesitate to contact me if you have questions regarding any of these items, I

appreciate your attention to this matter.
Sinqe[ely

‘Walter Lukken
Commission

cc: Marilyn L. Glynn
Acting Director of Government Ethics

Patrick J. McCarty
General Counsel and Designated Agency Ethics Official, Commodity Futures Trading Commission
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United States

2 Office of Government Ethics

% 1201 New York Avenue, NW., Suite 500
WS Washington, DC 20005-3917

May 31, 2005

The Honorable Saxby Chambliss

Chairman

Committee on Agriculture, Nutrition,
and Forestry

United States Senate

Washington, DC 20510-6000

Dear Mr. Chairman:

In accordance with the BEthics in Govermment Act of
1978, I enclose a copy of the financial disclosure report
filed by Walter Lukken, who has been nominated by President
Bush to be the Commissioner, Commodity Futures Trading
Commission.

We have reviewed the report and have also obtained
advice from the Commodity Futures Trading Commission
concerning any possible conflict in light of its functions
and the nominee's proposed duties. Also enclosed is a
letter dated April 5, 2005, from Mr. Lukken to the
Commigsion’s ethics official, outlining the steps which he
will take to avoid conflicts of interest.

Based thereon, we believe that Mr. Lukken is in

compliance with applicable laws and regulations governing
conflicts of interest. :

Sincerely,

Mandy 7.9l

Marilyn L. Glynn
Acting Director

Enclosures
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April 5, 2005

Mr. Patrick J. McCarty

General Counsel and Designated

Agency Ethics Official

Commodities Futures Trading Commission
Three Lafayette Centre

1155 21* Street, N.W.

‘Washington, D.C. 20518

Dear Mr. McCarty:

In regard to your review of my public financial disclosure report (“SF 278”) and in
anticipation of my nomination by President Bush, I wish to advise you of the steps I intend to
take to avoid any actual or apparent conflict of interest in the event that I am confirmed as a
Commissioner of the Commodity Futures Trading Commission.

As required by 18 U.S5.C. 208 (a), I will not participate personally or substantially in any
particular matter that has a direct and predictable effect on my financial interest or those of any
person whose interests are imputed to me, 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).

My spouse, Dana Bostic Lukken is self-employed as a meeting planner for lobbyists
wishing to visit various Capital Hill officials and staff, for which she receives compensation.
Pursuant to 5 C.F.R. Part 2635.502, I will not participate in any particular matter involving
specific parties in which any client of my spouse is or represents a party, unless I am authorized
to participate.

T understand that you will provide copies of this letter to the White House Counsel’s

Office and the Office of Government Ethics in connection with their review of my SF 278. 1
would be pleased to provide them with any additional information they may require.

Sincerely,

Wik el

Walter L. Lukken
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Walter L. Lukken

Commissioner
Commodity Futures Trading Commission

Walter Lukken currently serves as a Commissioner of the Commodity Futures Trading
Commission (CFTC). The Commission is responsible for overseeing the laws and regulations
that govern our nation’s futures and options exchanges. President Bush nominated him to this
post in January 2002 and the Senate confirmed his nomination in August 2002.

Commissioner Lukken was appointed in October 2003 to serve as Chairman and Designated
Federal Official of the CFTC’s Global Markets Advisory Committee (GMAC). The GMAC was.
created by the Commission to provide a forum in which it can discuss the many complex and
novel issues raised by the ever-increasing globalization of futures markets.

In May 2003, CFTC Chairman Newsome and SEC Chairman William Donaldson tasked
Commissioner Lukken and SEC Commissioner Paul Atkins, respectively, to work together with
agency staff on the completion of issues arising from the implementation of the Commodity
Futures Modernization Act of 2000 (CFMA). A memorandum of understanding between the
CFTC and the SEC regarding security futures products was completed in March 2004.

Prior to joining the CFTC, Commissioner Lukken served four years on the professional staff of
the U.S. Senate Agriculture Committee under Chairman Richard Lugar (R-IN). While working
for the Committee, he specialized in futures and derivatives markets, agricultural banking, and
agricultural tax issues. In this capacity, Commissioner Lukken was fully involved in the drafting
of the CFMA (H.R. 5660) and the 2002 Farm Bill (]LR. 2646). Before joining the Agricuiture
Committee, Commissioner Lukken worked for five years in the personal office of Sen. Lugar as
a legislative assistant specializing in finance and tax matters.

A native of Richmond, Indiana, he received his B.S. degree with honors from the Kelley School
of Business at Indiana University, and his Juris Doctor degree from Lewis and Clark Law School
in Portland, Oregon. Commissioner Lukken is a member of the Ilinois Bar. He is married to
Dana Bostic Lukken of Morgan City, Louisiana, and they and their son William reside in
‘Washington, D.C.
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BIOGRAPHICAL INFORMATION (PUBLIC)
Full name (include any former names used).
Reuben Jeffery 1
Date and place of birth.
8/21/1953 Wilmington, DE

Marital Status (include maiden name of wife or husband's name). List spouse's occupation,
employer's name and business address(es).

Married to the former Robin Eleanor Walker (Mrs. Robin Walker Jeffery). Sheis a
registered nurse, but not currently employed.

Education: List each college and graduate or professional school you have attended,
including dates of attendance, degrees received, and dates degrees were granted.

Attended (Month/Year

Name of School From To Degree Month/Year Awarded
Stanford University Law Scheol 09/1977 05/1981 Jb 05/1981
Stanford University Business School  09/1977 05/1981 MBA 05/1981
Yale University 09/1971 05/1975 BA 05/1975

Employment Record: List (by year) all business or professional corporations, companies,
firms, or other enterprises, partnerships, institutions and organizations, nonprofit or
otherwise, including farms, with which you were connected as an officer, director, partner*,
proprietor, or employee since graduation from college; include a title and brief job
description.

Jobs

1975-1977  Morgan Guaranty Trust Company of New York, commercial bank —
Management trainee

[1977-1981 joint MBA-JD program}

1981-1983  Davis Polk & Wardwell, law firm — Associate

1983-2001  Goldman, Sachs & Co./The Goldman Sachs Group Inc., investment
bank/financial services -- Associate, Partner, Managing Director

*Limited partnerships in investment entities excluded.
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Goldman Sachs-related Directorships

1996-2001  Sterling Cook Brown Holdings, insurance brokerage -- Director
(Goldman Sachs was a minority shareholder)

1998-2001  Archon Group France, Goldman Sachs-affiliated European property
management company — Director

1999-2001  Euromeg/Citadines, extended stay hotel company — Director
(Goldman Sachs was a majority shareholder)

Other Directorship
2001 Col Wine (Luxembourg), holding company for Chateau Lascombes --
Director

Military Service: Have you had any military service? If so, give particulars, including the
dates, branch of service, rank or rate, serial number and type of discharge received.

Yes, 06/1972 to 01/1974 - U.S. Marine Corps Platoon Leaders Class (Private E-1,
serial number 043386148), Honorable Discharge — January 3, 1974,

Government Service: State (chronologically) your government service or public offices
you have held, including the terms of service grade levels and whether such positions were
elected or appointed.

Served (Month/Year)

Employer From Te Department Position and Grade Level
The White House  03/2002 04/2003 Executive Office of the Special Advisor-Lower
President-D 4 Manhattan Develog .
Policy {Volunteer)
Pentagon 05/2003 06/2004 Dept. of D.C. Representative
Defense/Coalition (SES 4)
Provisional Authority

The White House  08/2004 Present National Security Council Special Asst. to
Pres/Senior Director

All were appointed positions.

Honors and Awards: List any scholarships, fellowships, honorary degrees, and honorary
society memberships that you received and believe would be of interest to the Committee.

June 2004  Awarded the Department of Defense Medal for Distinguished Public
Service
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Political Affiliation: The statute creating the Commodity Futures Trading Commission
requires that no more than three members be from the same political party. List your
current political party registration or affiliation.

Republican

Other Memberships: List all organizations to which you belong, excluding religious
organizations.

Cercle de L’Union Interalliee, Paris, France, member since 1998
Commanderie de Bordeaux, Washington, D.C., member since 2002
Laurel Links Country Club, Jamesport, New York, member since 2001
Metropolitan Club, Washington, D.C., member since 2002

Quogue Field Club, Quogue, NY, member since 1981

Quogue Beach Club, Quogue, NY, member since 1981

Queenwood Golf Club, Surrey, England, member since 2001

Stanford Law School Board of Visiters, Palo Alto, CA, member since 2004
Yale Club of New York, member since 1975

Published Writings: List the titles, publishers, and dates of books, articles, reports, or other
published materials (including published speeches) you have written. Please include on
this list published materials on which you are listed as the principal editor. It would be
helpful to the Committee if you could provide one copy of all published material that may
not be readily available. Also, to the maximum extent practicable, please supply a copy of
all unpublished speeches you made during the past five years on issues involving
agriculture, nutrition, forestry or commodity futures policy or related matters.

None

Health: What is the present state of your health?

Excellent
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FINANCIAL DATA AND CONFLICT OF INTEREST (PUBLIC)

Have you severed all connections with your immediate past private sector employers,
business firms, associations, and/or organizations?

Yes, except as noted in answer to the next question.

List sources, amounts and dates of all anticipated receipts from deferred income
arrangements, stock options, uncompleted contracts and other future benefits which you
expect to derive from previous business relationships, professional services, firm
memberships, former employers, clients, or customers.

Under the Goldman Sachs Employees Pension Plan, a defined benefit plan, I am
entitled to receive an annual benefit of $2,839 at age 65. When I was an associate at
Goldman Sachs, I participated in two Goldman Sachs qualified plans: the Goldman
Sachs Employees' Profit Sharing Retirement Income Plan and the Goldman Sachs
Money Purchase Pension Plan. I continue fo have interests in those plans (aggregate
value is less than $2 million). Goldman Sachs has no financial obligations with
respect to any benefits payable by such plans.

Do you, or does any partnership or closely held corporation in which you have an interest,
own or operate a farm or ranch? (If yes, please give a brief description including location,
size and type of operation.)

No. (I am a small minority shareholder in a closely held corporation which owns a
vineyard outside the United States.)

Have you, or any partnership or closely held corporation in which you have an interest,
ever participated in Federal commodity price support programs? (If yes, provide all details
including amounts of direct government payments and loans received or forfeited by crop
and farm, etc. during the past five years.)

No.

Have you, or any partnership or closely held corporation in which you have an interest,
ever received a direct or guaranteed loan from or cosigned a note to the Rural
Business-Cooperative Service, Rural Housing Service, the Rural Utilities Service or their
predecessor agencies, the Farmers Home Administration, the Rural Development
Administration, the Rural Housing and Cooperative Development Service or the Rural
Electrification Administration? (If yes, give details of any such loan activity during the
past 5 years.)

No.
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Have you, or any partnership or closely held corporation in which you have an interest,
ever received payments for crop losses from the Federal Crop Insurance program? (If yes,
give details.)

No.

If confirmed, do you have any plans, commitments, or agreements to pursue outside
employment or engage in any business or vocation, with or without compensation, during
your service with the government? (If so, explain.)

No.

Do you have any plans to resume employment, affiliation, or practice with your previous
employers, business firms, associations, or organizations after completing government
service? (If yes, give details.)

Ne.

Has anyone made a commitment to employ you or retain your services in any capacity after
you leave government service? (If yes, please specify.)

No.

Identify all investments, obligations, liabilities, or other relationships which involve
potential conflicts of interest in the position to which you have been nominated.

In order to avoid conflicts of interest or problems in meeting the disclosure
requirements of the Ethics in Government Act that could arise in respect of the
holdings of certain investment entities as to which I do not have the ability to control
their holdings or the disclosure of their holdings, I have committed in my ethics
agreement to divest or otherwise eliminate my interests in those investment entities
within 90 days after my confirmation.

Have you ever received a government guaranteed student loan?
Yes.
If so, has it been repaid?

Yes.
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If confirmed, explain how you will resolve any potential conflict of interest, including any
that may be disclosed by your responses to the above items.

As indicated in response to Question 10 above, I have committed to divest or
otherwise eliminate my interests in certain investment entities as to which I do not
have the ability to control their holdings or the disclosure of their holdings, in order
to avoid conflicts of interest or problems in meeting the disclosure requirements of
the Ethics in Government Act that could arise in respect of the holdings of such
entities. If a conflict should arise in the future, I will consult with the General
Counsel of the CFTC and the CFTC's DAEQ, with a view to obtaining a written
waiver, determining that I qualify for a regulatory exemption , recusing myself from
the particular matter or divesting the financial interest that creates the conflict.
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SULLIVAN & CROMWELL LLP

ELEPHONE: 12028557500 7701 @m/myé;mm Svonue, N W
FACSIMILE: 1-202-293-6330 .
NEW YORK * LOS ANGELES * PALO ALTO
FRANKFURT * LONDON * PARIS
BELHNG = HONG KONG * TOKYO
ME{BOURNE * SYONEY
June 7, 2005
By Hand
The Honorable Saxby Chambliss,
Chairman,
Committee on Agriculture, Nutrition and Forestry,

United States Senate,
SR-328A Russell Senate Office Bldg.,
Washington, D.C. 20510.

Re:  Reuben Jeffery III
Dear Mr. Chairman:

‘We have discovered that the wrong box was checked in Block C of
Schedule A in Reuben Jeffery's SF 278 relating to his nomination to be a member and
Chair of the Commodities Futures Trading Commission in the following cases:

o 3, #4: the $2,501-$5,000 box should have been checked,
rather than the next higher box.

s p4, #3: the None box should have been checked,
rather than the $15,001-$50,000 box.

s pd, #4: the $50,001-$100,000 box should have been checked,
rather than the next lower box.

e P5,#5: the $5,001-$15,000 box should have been checked,
rather than the next higher box.

o p5,#6: the $5,001-$15,000 box should have been checked,
rather than the $1,001-$$2,500 box.

e DS, #9: the $5,001-$15,000 box should have been checked,
rather than the $1,001-$$2,500 box.
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The Hon. Saxby Chambliss

P6, #1: the $2,501-85,000 box should have been checked,
rather than the next higher box.

P6, #4: the $1,001-2,500 box should have been checked,
rather than the next higher box.

p7, #6: the $15,001-$50,000 box should have been checked,
rather than the next lower box.

p7, #7: the None box should have been checked,
rather than the $5,001-$15,000 box.

p7, #8: the $5,001-$15,000 box should have been checked,
rather than the $201-$$1,000 box.

p8, #5: the $2,501-$5,000 box should have been checked,
rather than the next higher box.

p8, #8: the $15,001-$50,000 box should have been checked,
rather than the next lower box.

Mr. Jeffery informs me that there have been no material changes in the

information set forth in the SF 278 submitted to the Committee since the date as of which
it sets forth information. He has not received any earned income other than from the U.S.
Government, his spouse has not received any earned income and neither he nor his wife
has received any honoria.

If you have any questions or comments, please feel free to call me at the

above number.

Sincerely yours,
ﬁ' \s ‘ (Jr :

Edwin D. Williamson
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United States

s Office of Government Ethics
5

1201 New York Avenue, NW., Suite 500
%® Washington, DC 20005-3917 :

May 23, 2005

The Honorable Saxby Chambliss

Chairman

Committee on Agriculture, Nutrition,
and Forestry

United States Senate

Washington, DC 20510-6000

Dear Mr. Chairman:

In accordance with the Ethics in Government Act of 1978, T
enclose a copy of the financial disclosure report filed by
Reuben Jeffery III, who has been nominated by President Bush for
the position of Commissioner and Chairman, Commodity Futures
Trading Commission.

We have reviewed the report and have also obtained advice
from the Commodity Futures Trading Commission concerning any
posaible conflict in light of its functions and the nominee's
proposed duties. Also enclosed is a letter dated May 11, 2005,
from Mr. Jeffery to the agency ethics official, outlining the
steps which Mr. Jeffery will take to avoid conflicts of
interest. Unless a specific date has been agreed to, the
nominee must fully comply within three wmonths of his
confirmation date with the actions he agreed to take in his
ethics agreement.

Baged thereon, we believe that Mr. Jeffery is in compliance
with applicable laws and regulations governing conflicts of
interest.

Sincerely,
oSy 19—

Marilyn L. Glynn
Acting Director

Enclosures
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ATTACHMENT C

Helurn to investment Detail Page

{This is a printable page only, Click on the Retuen iink to continus your current transaction.}

PENNIMAN'S POINT LTD PARTNERSHIP #367862771

Mon, 25 Apr 2005 1811348 UTC

Asget
Type

Cash Egv

Cash Eqv

Cash Eqv

Corp Bnd

Corp Bnd

Corp Bnd

Corp Bnd

Corp Bnd

Corp Bnd

Corp Bnd

Corp Bnd

Corp Bnd

Corp Brd

Corp Bnd

Corp Bnd

Asset Name
CASH - INCOME
CASH - PRINCIPAL

MERRIMAC CASH
SERIES INVESTMENT
<L

TickarMRIXX

Assat 1D:580266300

BAXTER INTL INC
§.25% 501107
Tickar:B156207
Asset ID:071813A88

CITIGROUP INC
3.625% 2/08/08
Ticker.C133608
Asset 1D:172867CHZ

CITIGROUP INC
4.125% 6/30/08
Ticker:Cl44 105
Assat IDI1729678M2

BGEN ELEC CAP CORP
261% 121508
Ticker:GEC2209

Asset 10:369626M35

GEN MTRS ACCEP
CORP 6% 4101111
Ticker:GMC11

Asset 1D:370424CF8

GILLETTE CO 4.325%
8/30/07
Ticker:GC80007

Asset 1D:375768Ad1

BM CORP 4.875%

10/
Ticker:)B44806
Asset 1D:455200AW1

INTL LEASE FIN CORP
4.375% 12/15/05
Tieker:LFO002

Assel ID:458745FC4

JP MORGAN CHASE
3.125% 12/11/08
TickerJPM3106
Asset 1D:46625HBDY

PACIFIC GAS & ELEC
3.26% 4/03/06
TickerPGE2308
Asget (D:684308GF8

PROCTER & GAMBLE
CO 4% 4130105
TickerPGC4005
Assel ID:7427188V0
TARGET CORP 8.5%
4007
Ticker:TC55507

Assel ID:B7612EADB

WELLS FARGO FINL

Current
Alloe

0.0%

0.0%

5.1%

8.1%

2.9%

8.0%

6.0%

27%

5.0%

8.1%

8.0%

59%

1.5%

8.0%

Current

Prica DAl Priced

Quandity

42,788.79080  1.0000

(42,786.7800) 10000

84,377.1600 100.0000% 01-Mar-2001

100,000.0000 101.3160% 31-Mar-2005

50,000.0000 95.6420% 31-Mar-2005

100,000.0000 100.2250% 31-Mar-2005

100,000.0000 100.1080% 31-Mar-2005

50,000.0000 90.5190% 31-Mar-2005

100,000.0000  §9.7040% 31-Mar-2005

400,000.0000 101,3370% 31-Mar2005

100,000.0000 100.3850% 31-Mar-2005

100,000.0000  98.5010% 31-Mar-2005

27,000.0000 100.2620% 31-Mar-2005

100,000.0000 99.8800% 31-Mar-2005

100,000.0000  102,3580% 31-Mar-2005

Current
Valus

42,788.79

(42,766.79)

84,377.16

101,316.00

48,321.00

100,225.00

100,100.00

45,269.50

£9,704.00

101,337.00

100,385.00

98,501.00

21,070.74

99,880.00

102,359.00

Total Cost

42,786.79

{42,786.79)

§4,377.18

103,220.00

49,444,50

102,714.00

100,080.00

49,391.69

103,220.00

105,730.00

103,866.00

100,744.00

27,102,60

104,203.00

108,762.00

Unrealized
GainfLoss

0.00

0.00

0.00

{1,504.00)

{1,123.50)

{2,469.00)

(4.132.19)

{3.516.00)

{4,393.00)

(3.481.00)

(2.243.00)

{31.86)

{4,323.00)

(6,403.00}

Estimated
Annuat
Incoms

Yield

0.00 0.0%

000 0.0%

181531 2.2%

5,250.00 52%

1,812.50 3.8%

4,126.00 4.1%

2,610.00 2.6%

3,000.00 6.6%

4,925.00 4.1%

4,875.00 4.0%

4,375.00 4.4%

3,125.00 3.2%

880.20 3.3%

4,000.00 4.0%

5.500.00 5.4%
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ATTACHMENT C

INC 4.875% 812/07
Corp Bad Tickern WEF4807 6.1% 100,000.0000 101.5630% 31-Mar-2005
Assel ID:94975CAK3

ABBOTT
Equitles  LABORATORIES 08% 3000000 47.5700  22-Apr-2005
Asset 1D:002624100
ALLTEL CORP PFO
Ticker:AYZ
Asset 1D:020039622
AUTOMATIC DATA
Equities ;zgcnigilmmc 08% 00,0000 44.3400 22-Apr-2005

Asset ID:053015103

BARD {C R} INC
Equities TickanBLR 0.8% 200.0000 704500 22-Apr-2005
Asset 1D:0673683108

Equities 1.2% 400.0000 51.1200  22-Apr-2005

BAXTER
INTERNATIONAL 7%
Equities CONV PFD 1.3% 400.0000 559400  22-Apr-2005
TickerBAXP
- Asset JD:071813408

BB & T CORPORATION
TickanBBT
Assel ID:054937107
BURLINGTON
Equitles  SLoOURCES INC 08%  300.0000 §0.4100 22-Apr-2005
Assel 10:122014103
GHUBB CORP 7%
Equites  SONV RO 14%  600.0000 29.3700 22-Apr2005
Asset 171232507

DIERCLD INC
Equitias  TickernDBD 0.9% 300.0000 48.2300  22-Apr-2005
Asset 1D:253851103 .

EXXON MOBIL CORP
Equities  TickenXOM 0.7% 2000000 59.4200  22-Apr-2005
AssetiD;30231G102

FORTUNE BRANDS
INC

Equities 0.7% 300.0000 38,1800  22-Apr-2005

Equilles oo o 0.5%  100.0000 BZ7500  22-Apr-2005

Asset 1D:349631101

FPL GROUP INC
Equilles TickerFPL 1.2% 482.0000 415700 22-Apr-2005
Assel JIn302571104

GANNETT COINC
Equities  TickerGCl 8.7% 150.0000 757100 22-Apr-2008
Assel {(:364730101

GENERAL ELECTRIC
co
Ticker:GE 0.9% 400.0000 36.1000  22-Apr-2005
Asset I0:369604103
JOHNSON & JOHNSON
{Equities  TickenJNJ 0.8% 200.0000 68.4800  22-Apr-2005
Assel iD478160104
MASCO CORP
Equities  TickerMAS 0.6% 300.0000 322200 22-Apr-2005
Asset 1D:574599106
MERCANTILE
BANKSHARES CORP
TickerMRBK
Asset 587405101

M!CROS:AE‘);O

CORPOI N

Equities TickerMSFT A.9% 600.0000 24.9800  22-Apr-2008
Asset {0:594918104
NEW JERSEY .

Equitles RESQURCES 6.8% 300.0000 43.9300  22-Apr-2005
TickesNIR

Equities

Equitles 0.8% 2000000 49.5100  22-Apr-2005

101,563.00

14,271.00

20,448.00

13,302,00

14,088.00

22,376.00

11,454.00

15,123.00

17,622.00

14,488.00

11,884.00

B775.00

20,036.74

11,386.50

1444000

13,698.00

9,666.00

9,802.00

14,988.00

13,178.00

105,652.00

11,431.59

19,974.00

11,088,860

541300

18,132.00

11,775.00

7,207.50

15,442.50

11,279.50

§,839.00

4,749.00

$7.515.08

12,936.02

10,371.00

10,711.00

10,888.58

7,823.35

15,348.72

T 10,845.00

{4,088.00)

283941

474.00

2,203.50

B.A85.00

3.244.00

{321.00)

7.915.50

2.178.50

3,189.50

5,045.00

4,028.00

2,521.68

(1572.52)

4,069.00

2,987.00

{1,223.58)

2,278.65

{360.72}

2,334,00

487500 4.8%

330,00 2.3%

1550.00 7.6%

18500 1.4%

96.00 0.7%

1,400.00 8.3%

420.00 3.7%

102.00 0.7%

1,050.00 6.0%

24800 1.7%

216,00 1.8%

13200 1.5%

584.44 4%

162.00 1.4%

352.08 2.4%

22800 1.7%

24000 2.5%

26000 2.8%

192.00 1.3%

40800 3.1%




Asset ID:646025106
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ATTACHMENT C

PEPSICO INC
Equiies TickerPEP 08% 2500000 544700 2-Apr2005  13.617.50  D450.00  4,15650  230.00 1.7%
Asset iD:713448108
PIEDMONT NATURAL
Equities S Moy 08% 6000000 227100 22-Apr2005 1362600  10,093.50 3,23250 55200 4.1%
Assel ID:720186105
PITNEY - BOWES ING
Equities  TickerPB! 08%  300.0000 44.0200 22-Apr2005  13,20600 974850 345750 37200 2.8%
Assel ID:724479100
PRAXAIR INC
Equitias  Ticker:PX 05% 2000000 457400 22-Ap2005 914800  B3B15 275885 14400 1.6%
Asset ID:T4005P104
QUESTAR CORP
Equities TickerSTR 19% 3000000 585600 22-Apr2005 1756800  7.39200 1025600  258.00 1.5%
Asset (D:748356102
REGIS CORP
Equities TickerRGS 08% 3000000 347300 22-Apr2005 1041900 1176677 (1,34777) 4800 0.5%
Asset ID:756832107
SCHEIN HENRY ING
Equities  TickerHSIC 08% 4000000 37.0100 22.Apr2005 1480400 956785 514635 000 0.0%
Assat I0:806407102
SYSCO CORP
Equifies Ticker:SYY 04% 2000000 347000 22-Ap-2005  BS4000 488482 205518  120.00 1.7%
Asset 1D:871829107
US BANCORP
Equities  TickerUS8 07% 4000000 272000 22-Apr-2005  10.880.00  12,010.88 (1,730.88)  4B0.00 4.4%
Assel ID:902873304
VARIAN MEDICAL
Equities ?Yms;rfy&mc 06% 3000000 339500 22.Apr2005  9,94500 1075647  (811.47)  0.00 0.0%
Asset 10:92220P106
WACHOVIA CORP
Equilles  TickarW8 08% 3000000 505800 22Apr2005  15,174.00 1020500 496800 55200 3.6%
Asset (D:920803102
WELLS FARGO €O
Equities  TickerWFC 0.5% 2500000 586700 22-Apr2005 1466750 1141350 325400  480.00 3.3%
Asset ID:948746101
DORAL FINANCIAL
Foreign %?:giokt 06%  600.0000 157600 22-Apr2005 545600  18,88538 (9,42038) 43200 4.6%
Assel ID:25811P 100
INGERSOLL-RAND CO-
Foraigh o 10% 2000000 707800 22.Apr2005 1595500 1342193  2534.07 20000 1.3%
Asset ID:G4776G101
AMAZON COM INC
CONY 4.75% 2/01/03
OlhFixin Soney 1T3% S 0.6% 100000000 99.0000% F-Mar2006 990000 852500 137500  475.00 4.8%
Assel ID:0Z3135AF3
Cash Eqv 5.4% B43TT.16  84,377.18 0.00 181531 2.2%
Corp Brd 57.5% 1,126.030.24 1,164,129.79 (38,099.55) 4B.552.70 4.3%
Equities 26.3% 42108324 33457976 BA503.48 11,510.44 27%
Foreian 16% 2541200 3230731 (6,895.31)  632.00 2.5%
OthFixin 0.6% 990000 852500 137500  475.00 4.8%
TOTALS 100.0% 1,666,802.64 1523,918.02 42,883.62 62,985.45 3.0%
Report Options

Asset Types : Cash and Equivalents, Corporate Bonds, Equites,
Foreign Assets, Government and Agoncy Bonds, Othar Assels,
Other Fixed income

Data Current As Of ; 25-Apr-2008

Return io Investmant Detail aga (This Is a text only printable page. Click on the Refurn fink fo continue your curent transaction, )
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REUBEN JEFFERY III ~ OMEGA

ATTACHMENT D (Pg 1 of 2)

Table 2

Performance of the Top Ten and Bottorn Ten Contributors
In the First Quarter of 2005

Top Ten Contributors Basis Points Bottom Ten Contributors Basis Points
MCI, Inc, 155 EchoStar Communications -33
WellPoint Health Networks 45 American International Group Inc. -33
Kerr-McGee Corp 40 Cendant Corporation <24
CMS Energy 33 Research In Motion Ltd. -22
J.C. Penney Co. 28 Spirit Finance Corp -2t
Chiquita Brands Intemational Corp 24 HealthSouth Corp -19
Cameco Corp 22 Computer Associates International Inc. -17
TXU Corp . 21 Sprint Corp -14
‘Transocean Inc. 20 British Energy Group plc -14

Royat Dutch Petroleum Co. 20 Boston Scientific Corp -14

Source: Omega Advisors, Inc.
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ATTACHMENT D (Pg 2 of 2)

Table 6
Top 25 Holdings as of March 31, 2005
Cumulative
Company % of Assets % of Assets
MCI Inc. 7.0% 7.0
WellPoint Inc. 5.3 12.3
Research In Mation Ltd. 32 15.5
Royal Duich Petroleum Co. 32 18.7
Resource America Inc. 1 218
EchoStar Communications Corp 2.7 24.5
Cendant Corp 2.7 27.1
Tyco International Ltd. 2.3 29.5
Freeport-McMoRan Copper & Gold Inc. 22 317
Scientific Games Corp 1.9 33.6
J.C. Penney Co. 1.8 354
American International Group Inc, 1.8 37.2
Computer Associates International 7 38.8
Hilton Hotels Corp i.6 40.5
Kerr-McGee Corp 1.6 42.1
Sprint Corp 1.6 437
CMS Energy Corp {.6 452
Conseco Inc. 1.6 46.8
Spirit Finance Corp L5 48.3
Nextel Communications Inc. 1.4 49.7
Total SA 1.4 51.2
Veritas Software Corp 1.4 52.5
Service Corp International/U.S. 14 53.9
British Energy Group plc 1.4 55.3
Chiquita Brands International Inc, 13 56.6

Source: Omega Advisors, Inc.

[Aggregate values of holdings not readily ascertainable]



78

%00'001 ¥9'T %00°001  %00°001 %L6Y  9TPE9S Y/ 0y —a0y papusjg/simo],

%89°LT 1634 +§ %P6TH %Y6°Tt - %I16C 60°Z8% (O1v Aq paddeim) punyg ¢ 108m ), Wma

%bL vl %yl YL - %Ly 0S'E68 (1018 21818 4q paddeiy) pung ¢ WAL Bm(

%08'T SIEOA G+ ¥ %087 6002/1E/T1 %0C'9 88618 VV/TBY---a]1T [edioulg

%68 SIOA p- € -~ %8Y'T 8002/1€/21 %Iy 1518 +Y/TV-="00) "Su] [RRLRpIIY

%KL 800T/0£/50 %S6'S 0£'SIS VV/{8Y-—}o03ueH uyof]

%EUSE SIOA £-T - %IE'Y LOOT/OE/TY %EY'L 8508 VV/rey—3jr] [edidutg

%E8'E1 %S8El — %Ly 78°L8% puny jossy JqeIS |48

- %LIT LOOT/OE/60 %S9 6918 YV/1ey-—aji siopaei],

- %6Y°E LOOT/0E/60 %95 STS +¥/1 V=0 'su] [enuspnig

- %LET L00Z/10/L0 %05°L ENg YV/iey-—aji]siapael],

- %IO'E LOOT/OEO %05°€ £1°61% +YVY/1BY -] Y104 MmN

%6L'TT SAA T | - AT L00Z/8T/C0 %ETY 0$°0£% +VV/1BY--3'] 10X MIN

- %91 S00Z/1€/21 %I6'S 9E'LS FV/1Y=--"00) "Suf [eRusprig

%OL'E %6T'1 $002/62/¢} %88'S 91°8% /LRy 20oueH uyor

%€ES'11 %0V'y 900Z/0E/60 %p09 v6LLS +V/1Y--'00) "suf jenusprug

- %b6y 900Z/0E/H0 %LT'9 SEIES YV/zey—ai1 9N

70 TeIA > %bT'11 %I6'E 900T/1E/£0 %Sty [$ X743 VY/Cey—a)T [edidulyg

- %SE'T $00Z1E/21 Y%E6Y €618 VV/1ey-—3j1] SI9JBARL],

%66'8 %S0y $00Z/1€/21 %00°S 99578 YV/eRy a1 PN

%6T 11 %IV'E S00Z/0E/60 Y%6EE $6°178 +YV/1RY-—301T JOA MaN

- %60't S00Z/10/80 %IL's 0695 YY/1RY—331T SI9joARI],

%zl %ED'E SO0Z/OER0 Y%SET Y618 YV/ey—yI SI9RARLY,

woneng ToREna ) Ry | W THSRPOOIN = Kueaimos)|

Aq pung Jo 9% Aqpungjo o Aqpungjo s soueceg

5007 1€ oI :3upuy powag 23 10§ 938y papuajg pue sBuipjoyy [emay

9 INTWHOVILY

puny Sn[eA 3Gl




79

ATTACHMENTF
10 largest holdings of Multi-Market Hedge Fund managed by Omega Advisors

%

WELLPOINT INC 5.14
MCIINC 3.47
ROYAL DUTCH PETROLEUM CO 326
ECHOSTAR COMMUNICATIONS CORP 2.88
CENDANT CORP 242
TYCO INTERNATIONAL LTD 2.03
KERR-MCGEE CORP 2.02
FREEPORT-MCMORAN COPPER & GOLD INC 1.89
SCIENTIFIC GAMES CORP 1.87
AUTOLIVINC 172

[Aggregate values not readily ascertainable]
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May 11 2005

John P. Dolan

Counsel and Alternative Designated Ethics Official
Commodity Futures Trading Commission

Three Lafayette Centre

1155 21% Street, N.W.

‘Washington, D.C. 20581

Dear Mr. Dolan:

The purpose of this letter is to describe the steps that I intend to take to avoid any
actual or apparent conflict of interest in the event that I am confirmed for the position of
Commissioner for the Commodities Futures Trading Commission.

As required by 18 U.S.C. § 208(a), I will not participate personally and
substantially in any particular matter that has a direct and predictable effect on my
financial interests or those of any other person whose interests are imputed to me, unless I
first obtain a written waiver, pursuant to section 208(b)(1), or qualify for a regulatory
exemption, pursuant to section 208(b)(2). I understand that the interests of the following
persons are imputed to me: my spouse, minor children, or any general partner; any
organization in which I serve as officer, director, trustee, general partner or employee,
and any person or organization with which I am negotiating or have an arrangement
concerning prospective employment.

I was formerly employed by Goldman Sachs as a Partner/Managing Director and
terminated my position in 2001. I will continue to participate in a Goldman Sachs
defined benefit pension plan, and therefore, pursuant to 18 U.S.C. § 208, I will not
participate personally and substantially in any particular matter that will have a direct and
predictable effect on the ability or willingness of Goldman Sachs to provide this
contractual benefit, unless I first obtain a written waiver or qualify for a regulatory
exemption. I will-elect to switch funds currently invested by the Goldman Sachs
Employees’ Profit Sharing Retirement Income Plan and the Goldman Sachs Money
Purchase Pension Plan in the GS Stable Value Fund, the Multi- Strategy Hedge Fund and
the Omega Multi-Market Hedge Fund to investment options that are non-conflicting
funds within 90 days of my confirmation. Additionally, the fund manager has not
complied with a request that it provide the underlying holdings for the Multi- Strategy
Hedge Fund and the fund manager for the Omega-Multi Market Hedge Fund has not
complied with a request that it provide the underlying holdings other than to provide the
ten largest holdings for the Omega Multi-Market Hedge Fund. I will continue to use
reasonable efforts to obtain them.
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1 will divest my holdings in Omega Equity Investors L.P. within 90 days of my
confirmation because I am unable to verify that it meets the definition of excepted
investment fund, and the fund manager will not provide the underlying holdings of the
fund other than the 25 largest holdings and the ten best and worst performers.

I have disclosed my spouse’s interest as a limited partner in Penniman’s Point LP on my
SF 278 financial disclosure report and the General Partner has agreed to change the
portfolic from its current holdings to a combination of government bonds, such as
treasury bonds and municipal bonds, and non-conflicting funds within 90 days of my
confirmation.

1 will remain trustee of the entities listed on Schedule D Part I, for which I do not receive
any compensation. Furthermore, pursuant to 18 U.S.C. § 208, I will not participate
personally and substantially in any particular matter that will have a direct and
predictable effect on the financial interests of these entities, unless I first obtain a written
waiver or qualify for a regulatory exemption.

Sinterely,

1 —

Reut;ex; J\e?feryi \b e
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Reuben Jeffery III

Mr. Jeffery is the Special Assistant to the President and Senior
Director for International Economic Affairs.

He was previously the Representative and Executive Director of
the Coalition Provisional Authority Office at the Pentagon,
after having served as an advisor to Ambassador Bremer in Iraqg.

Prior to joining the CPA in May of 2003, Mr. Jeffery served as
Special Advisor to the President for Lower Manhattan
Development. In this capacity, he helped coordinate ongoing
federal efforts in support of the longer term recovery and
redevelopment of Lower Manhattan in the aftermath of September
11, 2001.

Mr. Jeffery spent eighteen years working for Goldman, Sachs & Co
where he was managing partner of Goldman Sachs in Paris (1997~
2001) and of the firm’'s European Financial Institutions Group
(1992-1997) based in London. Mr. Jeffery has a broad range of
international capital markets, corporate finance and merger and
acguisition experience.

Prior to joining Goldman Sachs, Mr. Jeffery was a banking and
securities lawyer with the New York firm of Davis Polk &
Wardwell.

Mr. Jeffery received JD and MBA degrees from Stanford and a BA
in Political Science from Yale.

Mr. Jeffery and his family reside in Washington, D.C.
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From Senator Harkin

Question 1:

Do you believe that a critical part of the role and responsibility of the Commission is to protect
the public interest, specifically the interest of consumers who may not themselves be direct
market participants, in the proper operation of markets within the Commission’s jurisdiction?

Answer

One of the primary economic functions of the futures markets the Commission oversees is price
discovery for various commodities. Once this price discovery process takes place, there are
frequently effects that are far-removed from the trading pits or computer screens. I understand,
for example, that a farmer in Iowa who transports corn or soybeans to local elevators usually will
be paid a price based directly on the current price of the corresponding futures contract. That
farmer clearly has a stake in the proper functioning of the futures markets, though he or she may
never buy or sell a futures contract (or an option on a futures contract).

If confirmed to be Chairman of the CFTC, I would continue the Commission’s diligent work to
ensure that the markets within the Commission’s jurisdiction are transparent and free from
manipulation and fraud. All those affected by the futures markets — directly and indirectly ~
rightly expect the vigilance of the CFTC and its self-regulatory organizations on this front.

Question 2:

It was not the intent of Congress when the CFMA was passed to shield swaps transactions in
exempt commodities from CFTC enforcement with respect to fraud or manipulation, nor is that
broad preclusion of jurisdiction consistent with the CFTC's swaps policy prior to the CFMA. Do
you believe it would further the CFTC's mission to make clear that swaps in exempt
commodities are subject to CFTC's fraud and anti-manipulation authorities?

Answer:

1 agree with you on the question of Congressional intent. As I mentioned in my answer to
Senator Crapo’s question, until I have had the opportunity to tap into the full resources of the
CFTC, 1 do not believe that I should express any conclusions as to the adequacy of the CFMA’s
anti-fraud and anti-manipulation authorities with respect to transactions in exempt commodities,
including energy products. I do note, however, that the CFTC’s enforcement division has been
successful in the energy area, filing actions against 27 companies and 20 individuals, achieving
settlements in 29 cases.

If confirmed, one of my highest priorities would be to focus the Commission on assisting
Congress in the reauthorization of the CEA. In connection with the reauthorization, I can assure
you that my focus will include consideration of whether there is a need for a clarification of the
CFTC’s authority.
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Responses of Reuben Jeffery III to questions from the Senate Committee on Agriculture,
Nutrition and Forestry

From Senator Crapo

The CFMA embodies legislation establishing a reasonable and flexible regulatory standard. It

creates four levels of regulatory oversight by the CFTC of futures transactions based upon the
nature of the market participant. This approach is one first recommended in proposed
regulations by the CFTC under the Clinton Administration. The Act, therefore, is a product of
bi-partisan support.

The issues addressed in the legislation were complex, and took several years to perfect
language. Because the issues raised included not just the regulatory scope of the CFTC, but the
designation of products (and therefore their regulatory treatment) as commodities or securities,
and the protection of bank products from CFTC jurisdiction, negotiations included not only the
CFTC, but the Treasury Department, the Federal Reserve Board, the Comptroller of the
Currency, and the SEC.

The Commodity Exchange Act, as modified by the CFMA, is working well. Jim Newsome,
most recently the Chairman of the CFTC, testified that no changes to the Act are required at this
time. Acting Chairman Brown-Hruska also testified recently that the CFTC has used its
enforcement powers to levy more than $300 million in penalties for false reporting, attempted
manipulation and manipulation in the energy markets. So far, $240 million of that amount has
been deposited with the US Treasury.

While the CFTC’s Acting Chairman has submitted some proposed ideas for our consideration, I
want to stress that the President’s Working Group (PWG) has not yet had an opportunity to
review and comment on those proposals. Any time the jurisdiction of an agency may be
expanded and, therefore, affect existing and new products and services, the key financial
regulators constituting the PWG must be given an opportunity to consider the proposals. It seems
to me that is a responsible path to follow in the interests of preserving stability in our financial
markets and preventing adverse unintended economic consequences. I would also imagine that
you might wish to have an opportunity to consider the proposals once confirmed.

The most harmful course of action that we in Congress can take is to adopt revisions to the CEA
without thorough consideration. Ihope that you will be able to agree with me on this point, and I
would ask you whether you see a need at this time for changes to the CFMA?

Answer:

1 appreciate your observations about the Commodity Futures Modernization Act (CFMA),
especially conceming the bipartisan nature of the legislation. As I immerse myself in CFTC
related issues, I can appreciate the challenges you faced in weighing the disparate interests that
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were affected by this groundbreaking legislation. The Senate and House Agriculture
Committees demonstrated tremendous foresight and leadership in crafting the CFMA.

It is my understanding that the reauthorization of the Commodity Exchange Act (CEA) was a
topic of discussion at a recent meeting of the principals of the President’s Working Group on
Financial Markets (PWG) and at a subsequent meeting of their staff. I would expect that as the
reauthorization process advances, there will be further dialog within the PWG.

At this time, it would be presumptuouns for me, in large part because I have not had the
opportunity to tap into the full resources of the CFTC, to offer specific recommendations for
changes to the CFMA. However, as I indicated in my testimony, if confirmed by the Senate, one
of my top priorities would be to work with this Committee and your counterparts in the House of
Representatives — as well as my fellow Commissioners and other interested parties — on the
reauthorization of the CEA.
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Responses to Submitted Questions for Walt Lukken
Nominee for Confirmation to be Commissioner of the CFTC
Senate Committee on Agriculture, Forestry and Nutrition
June 13, 2005

Senator Mike Crapo:
1) The CFMA embodies legislation establishing a reasonable and flexible regulatory standard.

It creates four levels of regulatory oversight by the CFTC of futures transactions based upon the
nature of the market participant. This approach is one first recommended in proposed
regulations by the CFTC under the Clinton Administration. The Act, therefore, is a product of
bi-partisan support.

The issues addressed in the legislation were complex, and took several years to perfect
language. Because the issues raised included not just the regulatory scope of the CFTC, but the
designation of products (and therefore their regulatory treatment) as commodities or securifies,
and the protection of bank products from CFITC jurisdiction, negotiations included not only the
CFTC, but the Treasury Department, the Federal Reserve Board, the Comptroller of the
Currency, and the SEC.

The Commodity Exchange Act, as modified by the CEMA, is working well. Jim Newsome, most
recently the Chairman of the CFTC, testified that no changes to the Act are required at this
time. Acting Chairman Brown-Hruska also testified vecently that the CFTC has used its
enforcement powers to levy more than $300 million in penalties for false reporting, attempted
manipulation and manipulation in the energy markets. So far, $240 million of that amount has
been deposited with the US Treasury.

While the CFTC’s Acting Chairman has submitted some proposed ideas for our consideration, 1
want to stress that the President’s Working Group (PWG) has not yet had an opportunity to
review and comment on those proposals. Any time the jurisdiction of an agency may be
expanded and, therefore, affect existing and new products and services, the key financial
regulators constituting the PWG must be given an opportunily to consider the proposals. It
seems to me that is a responsible path to follow in the interests of preserving stability in our
financial markets and preventing adverse unintended economic consequences. I would also
imagine that you might wish to have an opportunity to consider the proposals once confirmed.

The most harmful course of action that we in Congress can take is to adopt revisions to the CEA
without thorough consideration. I hope that you will be able to agree with me on this point, and
I'would ask you whether you see a need at this time for changes to the CFMA?

ANSWER: I agree that the President’s Working Group on Financial Markets (PWG) has played
an exiremely important role in coordinating the economic pelicies of our nation, from its
formation after the 1987 stock market crash and leading up to its unanimous recommendations in
1999 to provide legal certainty to over-the-counter derivatives. This latter report was the
foundation of the Commodity Futures Modernization Act of 2000 (CFMA) and without the
PWG’s support and guidance, it is unlikely that this monumental and bipartisan piece of
legislation would have been enacted. Similarly, as Commissioner, [ have urged and will
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continue to urge the Chairman of the CFTC to engage the PWG on proposals, whether legislative
or administrative, that impact markets within the purview of this group. As our markets
converge, this regulatory coordination will only become more imperative.

Regarding recommendations to the CFMA, on May 20, 2005, CFTC Acting Chairman Brown-
Hruska sent the Senate and House Agriculture Committees, at their request, consensus langnage
on behalf of the Commission regarding reauthorization of the Commodity Exchange Act. This
package contained legislative language that would: 1) clarify the CFTC’s “principal to principal”
anti-fraud authority and civil anti-manipulation authority; 2) define broad-based foreign and debt
security indices under the jurisdiction of the CFTC; and 3) clarify the CFTC’s retail fraud
authority in forex transactions, including addressing the 7% Circuit Zelener decision. Itis my
understanding that this latter recommendation was the topic of conversation in a recent PWG
meeting. I am confident that these suggestions are narrowly tailored to address current
enforcement needs and to fulfill congressional intent regarding the CFMA’s treatment of security
futures. Iwill continue to work with our oversight committees, Congress and members of the
PWG in providing assistance on these matters as needed.

Senator Tom Harkin:

1) Do you believe that a critical part of the role and responsibility of the Commission is to
protect the public interest -- specifically the interest of consumers who may not themselves be
direct market participants in the proper operation of markets within the Commission’s
Jurisdiction?

ANSWER: The findings and purposes title of the Commodity Exchange Act, Section 3, states
that the transactions within our oversight are “affected with a national public interest by
providing a means for managing and assuming price risks, discovering prices, or disseminating
pricing information through trading in liquid, fair and financially secure trading facilities.” I
believe this language directs the CFTC to oversee and protect not only direct market participants,
but also those who are indirectly impacted by the markets through the price discovery process,
including agricultural producers, energy consumers and others. I agree that the CFTC must
always take into account the interests of all in the public who may be affected by these important
markets.

2) It was not the intent of Congress when the CFM4 was passed to shield swaps transactions in
exempt commodities from CFTC enforcement with respect to fraud or manipulation nov is that
broad preclusion of jurisdiction consistent with the CETC's swaps policy prior to the CFMA. Do
you believe it would further the CFTC's mission to make clear that swaps in exempt commodities
are subject to CFTC's fraud and anti-manipulation authorities?

ANSWER: Itis the policy of the Commission, and I agree, that the CFTC has certain fraud and
manipulation authorities over exempt commodities within Section 2(h) of the Act. Utilizing
these authorities, the CFTC has brought charges against 27 energy companies and 20 individuals
and successfully settled a significant majority of these cases for nearly $300 million in fines. Of
all of these cases, no one to date has successfully litigated and prevailed on this argument and I
am confident that the CFTC is on solid legal ground in its position. In addition, the Commission
- with my support — has submitted some legislative changes to the Senate Agriculture Committee
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that would clarify its “principal to principal” fraud authority in Sec. 4b and its civil anti-
manipulation authority in Sec. 9. This consensus language — also contained in the House-passed
Energy Policy Act of 2005 — would fine-tune our authorities in this area and help ensure that the
energy markets remain free from fraud and manipulation.
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