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(b) Liabilities of organizations and individuals;
bad faith requirement; exclusive remedy

(1)(A) A contract market or clearing organiza-
tion of a contract market that fails to enforce
any bylaw, rule, regulation, or resolution that it
is required to enforce by section 7a(8)! and sec-
tion 7a(9)1 of this title, (B) a licensed board of
trade that fails to enforce any bylaw, rule, regu-
lation, or resolution that it is required to en-
force by the Commission, or (C) any contract
market, clearing organization of a contract
market, or licensed board of trade that in en-
forcing any such bylaw, rule, regulation, or reso-
lution violates this chapter or any Commission
rule, regulation, or order, shall be liable for ac-
tual damages sustained by a person who engaged
in any transaction on or subject to the rules of
such contract market or licensed board of trade
to the extent of such person’s actual losses that
resulted from such transaction and were caused
by such failure to enforce or enforcement of
such bylaws, rules, regulations, or resolutions.

(2) A registered futures association that fails
to enforce any bylaw or rule that is required
under section 21 of this title or in enforcing any
such bylaw or rule violates this chapter or any
Commission rule, regulation, or order shall be
liable for actual damages sustained by a person
that engaged in any transaction specified in sub-
section (a) of this section to the extent of such
person’s actual losses that resulted from such
transaction and were caused by such failure to
enforce or enforcement of such bylaw or rule.

(3) Any individual who, in the capacity as an
officer, director, governor, committee member,
or employee of a contract market, clearing orga-
nization, licensed board of trade, or a registered
futures association willfully aids, abets, coun-
sels, induces, or procures any failure by any
such entity to enforce (or any violation of the
chapter in enforcing) any bylaw, rule, regula-
tion, or resolution referred to in paragraph (1) or
(2) of this subsection, shall be liable for actual
damages sustained by a person who engaged in
any transaction specified in subsection (a) of
this section on, or subject to the rules of, such
contract market, licensed board of trade or, in
the case of an officer, director, governor, com-
mittee member, or employee of a registered fu-
tures association, any transaction specified in
subsection (a) of this section, in either case to
the extent of such person’s actual losses that re-
sulted from such transaction and were caused by
such failure or violation.

(4) A person seeking to enforce liability under
this section must establish that the contract
market, licensed board of trade, clearing organi-
zation, registered futures association, officer, di-
rector, governor, committee member, or em-
ployee acted in bad faith in failing to take ac-
tion or in taking such action as was taken, and
that such failure or action caused the loss.

(5) The rights of action authorized by this sub-
section shall be the exclusive remedy under this
chapter available to any person who sustains a
loss as a result of (A) the alleged failure by a
contract market, licensed board of trade, clear-
ing organization, or registered futures associa-
tion or by any officer, director, governor, com-
mittee member, or employee to enforce any
bylaw, rule, regulation, or resolution referred to
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in paragraph (1) or (2) of this subsection, or (B)
the taking of action in enforcing any bylaw,
rule, regulation, or resolution referred to in this
subsection that is alleged to have violated this
chapter, or any Commission rule, regulation, or
order.

(c) Jurisdiction; statute of limitations; venue;

process

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

(d) Dates of application to actions

The provisions of this section shall become ef-
fective with respect to causes of action accruing
on or after the date of enactment of the Futures
Trading Act of 1982 [January 11, 1983]: Provided,
That the enactment of the Futures Trading Act
of 1982 shall not affect any right of any parties
which may exist with respect to causes of action
accruing prior to such date.

(Sept. 21, 1922, ch. 369, §22, as added Pub. L.
97-444, title II, §235, Jan. 11, 1983, 96 Stat. 2322;
amended Pub. L. 102-546, title II, §§211, 222(d),
title IV, §402(14), Oct. 28, 1992, 106 Stat. 3607, 3616,
3625.)

REFERENCES IN TEXT

Sections 7a(8), 7a(9), and 7a(11) of this title, referred
to in subsecs. (a)(2) and (b)(1)(A), were redesignated sec-
tions Ta(a)(8), Ta(a)(9), and Ta(a)(1l), respectively, by
Pub. L. 102-546, title II, §201(a)(1), Oct. 28, 1992, 106 Stat.
3595.

The Futures Trading Act of 1982, referred to in sub-
sec. (d), is Pub. L. 97444, Jan. 11, 1983, 96 Stat. 2294,
which is classified generally to this chapter. For com-
plete classification of this Act to the Code, see Short
Title of 1983 Amendment note set out under section 1 of
this title and Tables.

AMENDMENTS

1992—Subsec. (a)(1). Pub. L. 102-546, §402(14)(A), sub-
stituted ‘‘subparagraphs’ for ‘‘clauses’ in introductory
provisions and ‘‘subparagraph’ for ‘‘clause’ in subpar.
D).
Subsec. (a)(2). Pub. L. 102-546, §402(14)(B), made tech-
nical amendment to reference to section 21(b)(10) of
this title to correct reference to corresponding section
of original act.

Subsec. (a)(3). Pub. L. 102-546, §222(d), added par. (3).

Subsec. (¢). Pub. L. 102-546, §211, amended subsec. (c)
generally. Prior to amendment, subsec. (¢) read as fol-
lows: ““The United States district courts shall have ex-
clusive jurisdiction of actions brought under this sec-
tion. Any such action must be brought within two
vears after the date the cause of action accrued.”

EFFECTIVE DATE

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

§26. Repealed. Pub. L. 102-546, title IV, §402(15),
Oct. 28, 1992, 106 Stat. 3625

Section, act Sept. 21, 1922, ch. 369, §23, as added Jan.
11, 1983, Pub. L. 97-444, title II, §236, 96 Stat. 2324, pro-
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vided for special studies to be conducted by Commis-
sion, Board of Governors of Federal Reserve System,
and Securities and Exchange Commission.

EFFECTIVE DATE

Section effective Jan. 11, 1983, see section 239 of Pub.
L. 97444, set out as an Effective Date of 1983 Amend-
ment note under section 2 of this title.
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CHAPTER REFERRED TO IN OTHER SECTIONS
This chapter is referred to in sections 15b, 61la of this
title.
§51. Short title

This chapter shall be known by the short title
of “United States Cotton Standards Act.”

(Mar. 4, 1923, ch. 288, §1, 42 Stat. 1517.)
EFFECTIVE DATE

Section 14 of act Mar. 4, 1923, provided: ‘“That this
Act [enacting this chapter] shall become effective on
and after Aug. 1, 1923.”

§51a. Extension of classification facilities to cot-
ton growers

The Secretary of Agriculture is requested to
extend to cotton growers facilities for the classi-
fication of cotton authorized in this chapter,
with such supervision of licensed classifiers as
he shall deem necessary under authority of the
United States Cotton Futures Act.

(Mar. 4, 1933, ch. 284, §1, 47 Stat. 1621.)
REFERENCES IN TEXT

The United States Cotton Futures Act, referred to in
text, is part A of act Aug. 11, 1916, ch. 313, 39 Stat. 476,
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as amended, which was repealed by section 4 of act Feb.
10, 1939, ch. 2, 53 Stat. 1. For complete classification of
this Act to the Code prior to its repeal, see Tables.

CODIFICATION

This section was not enacted as part of the United
States Cotton Standards Act which comprises this
chapter.

§51a-1. Contracts with cooperatives furnishing
classers; amount and type of payment

On and after July 5, 1952 the Secretary may
contract with cooperatives furnishing classers
and other facilities for classing cotton and may
pay for such services in amount, some part of
which may be in kind, not in excess of the value
of the samples.

(July 5, 1952, ch. 574, title I, §101, 66 Stat. 349.)
CODIFICATION

Section was enacted as part of the Department of Ag-
riculture Appropriation Act, 1953, and not as part of the
United States Cotton Standards Act which comprises
this chapter.

§51b. Licensing samplers; revocation and sus-
pension of license

Further to carry out the purposes of this chap-
ter the Secretary of Agriculture is authorized to
issue to any qualified person, upon presentation
of satisfactory evidence of competency, a license
to sample cotton. Any such license may be sus-
pended or revoked by the Secretary of Agri-
culture whenever he is satisfied that such li-
censee is incompetent or has knowingly or care-
lessly sampled cotton improperly, or has vio-
lated any provision of this chapter or the regu-
lations thereunder so far as the same may relate
to him, or has used his license, or allowed it to
be used, for any improper purpose. The Sec-
retary of Agriculture may prescribe by regula-
tion the conditions under which licenses may be
issued hereunder, and may require any licensed
sampler to give bond for the faithful perform-
ance of his duties and for the protection of per-
sons affected thereby and may prescribe the con-
ditions under which cotton shall be sampled by
licensed samplers for the purpose of classifica-
tion by officers of the Department of Agri-
culture, or by licensed cotton classifiers.

(Mar. 4, 1933, ch. 284, §2, 47 Stat. 1621.)
CODIFICATION

This section was not enacted as part of the United
States Cotton Standards Act which comprises this
chapter.

§52. Use of nonofficial standards prohibited;
sales by sample excepted

It shall be unlawful (a) in or in connection
with any transaction or shipment in commerce
made after August 1, 1923, or (b) in any publica-
tion of a price or quotation determined in or in
connection with any transaction or shipment in
commerce after August 1, 1923, or (¢) in any clas-
sification for the purposes of or in connection
with a transaction or shipment in commerce
after August 1, 1923, for any person to indicate
for any cotton a grade or other class which is of
or within the official cotton standards of the
United States then in effect under this chapter



