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Committee on Agriculture – U.S. House of Representatives 

Review of Derivatives Legislation: Feb. 3, 2009 

Witness: Sean Cota, President, Cota & Cota Inc., testifying on behalf of the Petroleum 

Marketers Association of America and the New England Fuel Institute 

 

- PMAA and NEFI respectfully urge the committee to impose aggregate position limits at 

the control entity level on non-commercial traders and across all trading environments, 

including over-the-counter markets that do not have any physical connection to the 

underlying commodity. 

- PMAA and NEFI are advocates for greater transparency and accountability in energy 

markets. 

- This is a problem that needs a more aggressive legislative response, especially in light of 

the 2008 unprecedented run-up in commodity prices.  

- Commodity markets were not designed as an investment class—they were set up for 

physical hedgers to manage price risk by entering into a futures contract in order to lock 

in a price for future delivery.  

-  These so-called “investulators,” funds who believe commodities are an asset class, are 

unwitting speculators, and are so large and lack any commodity market knowledge; they 

have dramatically distorted the markets we rely on. 

- While traditional speculators serve an important role by providing needed liquidity in the 

commodities market, institutional investors have wreaked havoc on the price discovery 

mechanism that commodity futures markets provide to bona-fide physical hedgers, 

including heating fuel dealers.  

- Congress should act to restore the transparency and oversight needed for secure and 

stable commodities markets and help restore the confidence in these markets.  

- PMAA and NEFI urge Congress to pass the “Derivatives Markets Transparency and 

Accountability Act” (DMTAA) and enable the changes to the Commodity Exchange Act 

needed for fully regulated futures markets.  

- PMAA and NEFI strong support most provisions in the  DMTAA, including: 

o Distinguishing between legitimate hedgers in the business of actually delivering 

fuel to consumers, and those who are in the market for purely speculative 

purposes. 

o Closing the “London Loophole” by requiring foreign exchanges with energy 

contracts for delivery in the US and/or that allow US access to their platforms to 

be subject to comparable US regulations.  

o Closing the “Swaps Loophole” which allows so-called “index speculators” an 

exemption on position limits which enable them to control unlimited amounts of 

energy commodities.  

o Increasing resources and the number of staff members at the CFTC. 

- The committee should adjust the DMTAA by mandating aggregate speculative position 

limits on energy futures across all contract markets at the control or ownership level for 

contracts traded with the US or by US traders. 

- PMAA and NEFI urge the committee to either strike Section 9—Review of Over-the-

Counter Markets, which requires the CFTC to study and report on the effects of potential 
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position limits in OTC trading and aggregate limits across the OTC market, designated 

contract markets, and derivative transaction execution facilities. 

- Or, if Section 9 is not removed, it should mandate aggregate OTC position limits 

immediately before any study takes place.  

- The new Congress needs to take a stand against excessive speculation and abusive 

trading practices that artificially inflate energy prices.  

- PMAA and NEFI support the free exchange of commodity futures on open, well 

regulated, and transparent exchanges that are subject to the rule of laws and 

accountability.  

 


