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Re: FCOJ-A and FCOJ-B Futures and Options Contract and FCOJ-B Futures

Contract, 68 Fed. Reg. 66402 (Nov. 26, 2003)

Dear Ms. Webb:

We represent TicoFrut, S.A. and its United States affiliate, Tampa Juice Service, Inc.
(collectively, “TicoFrut”). TicoFrut is a Costa Rica-based orange grower and processor of frozen
concentrated orange juice (“FCOJ”). We write to state the views of TicoFruit regarding the
proposed new FCOJ-A and FCOJ-B futures and options contract and FCOJ-B futures contract
proposed by the Citrus Associate of the New York Cotton Exchange (“CANYCE”). TicoFruit
opposes the proposed contract change.

The proposed change would restrict the main trading vehicle (FCOJ-A) to contracts for
delivery of Florida and Brazil FCOJ only. We believe that the proposed change is unjustified by
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market conditions. The new contract will harm producers like TicoFrut whose FCOJ products
would now be disfavored for trading. The change also risks harm to the buyers of FCOJ.

Harm to Non-Florida, Non-Brazil Producers Will Cause Harm to Purchasers

The proposal discriminates unreasonably between FCOJ of equal quality, based solely on
point of origin. This discrimination will prevent non-Florida, non-Brazil producers — including
those from California, Texas, Costa Rica, Mexico and Belize -- from hedging their crops using
the main FCOJ trading vehicle.

The proposal to include the unrestricted FCOJ-B differential contract will not protect the
disfavored producers. Based on prior experience with such differential contracts in FCOJ, it is
virtually certain that FCOJ-B will fail due to insufficient trading volumes. See Affidavit of John
G. Reilly, Ph.D (“Reilly Aff.,”Ex. A hereto) 19 15-20.

Loss of hedging is a serious competitive disadvantage for non-Florida, non-Brazil
producers. To survive in a market with high price volatility, growers must rely heavily on
futures markets as a vehicle for hedging against price fluctuations. See Reilly Aff. 9 13, 21-22.
The disfavored producers’ ability to finance their operations and invest in supply will be sharply
reduced. Some producers may even be forced to exit the market or scale back supply, raising the
total level of market concentration to the detriment of consumers.

Discrimination against non-Brazil foreign source FCOJ would harm FCOJ buyers.
Buyers’ interests are served when a variety of producers compete. We note that the Brazil and
Florida FCOJ markets appear to be highly concentrated and interlocking. See Reilly Aff. 9 22-
3. One observer recently described the Brazilian market as a “cartel” that is controlled by a “few
huge [ ] processors.” See A. Lavigne, “Keep Tariffs on Imported Orange Juice,” Miami Herald,
Nov. 14, 2003 (Ex. B). Under these circumstances, any proposal that harms the competitive
strength of non-Brazil foreign sources is very likely to harm consumers.

Need for Change Has Not Been Demonstrated.

CANYCE has not produced market data supporting the need for the proposed change.
Their November 11 submission does not attach any data. On October 31 we requested
supporting data directly from CANYCE, and none has yet been provided to us.

CANYCE cites only the Customs Service labeling regulations as the reason for its
proposed change. However, CANYCE concedes that buyers can use standardized labels for their
juice provided that 75% or more of the foreign-sourced contents are from a single country such
as Brazil. Thus, buyers who use standardized labels do nof need to exclude non-Brazil FCOJ
from their purchases.
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We have proposed non-discriminatory and less-restrictive means to assist FCOJ buyers to
meet their labeling requirements. See letter, M. Strimel to F. Schoenhut, Oct. 31, 2003 (Ex. C).
Thus, we suggested a requirement that country of origin percentages be specified at delivery.
Such a non-discriminatory requirement would allow compliance with Customs regulations while
preserving customer choice and protecting the ability of producers in non-dominant regions to
compete. Moreover, we demonstrated how such a percentage labeling requirement would
provide information that the Customs Service already requires processors to know, and how it
would facilitate compliance with the Bioterrorism Preparedness and Response Act of 2002. Id.
CANYCE, intent on a solution that favors companies from Florida and Brazil, has never
explained why this reasonable proposal is inadequate.

In sum, the Customs Service regulations do not discriminate against non-Brazilian
foreign-source FCOJ. Nor do they discriminate against non-Florida domestic FCOJ. Thus,
neither should the Exchange. '

The Commission Should Not Approve the Proposed Change

Because the proposed contract changes submitted by CANYCE are inconsistent with the
Commodities Exchange Act (“CEA”) and regulations thereunder, the Commission has the
authority and the responsibility to prevent these changes from taking effect by issuing a notice of
non-approval. See 17 C.F.R. § 40.3(d). In particular, we believe CANYCE’s proposal violates
several “[c]ore principles for contract markets” as set out in the CEA:

. The proposed changes would not “protect market participants.” 7 U.S.C.
§ 7(d)(12). To the contrary, as discussed above, the proposed changes pose a
significant threat to TicoFruit and other non-Florida, non-Brazil producers.

. The proposed changes could create “contracts that are readily subject to market
manipulation.” Id. § 7(d)(3). Based on prior market experience, the volume
likely to be traded on FCOJ-B is very small. When recommending approval of the
old FCOJ-2 contract in September 1999, the Commission’s own Division of
Economic Analysis, discussing whether the differential contract would be “readily
susceptible to price manipulation or distortion,” concluded that the contract was
acceptable in part because it represented such a large percentage of the total
volume traded. See Exhibit D. This same reasoning should now lead the
Commission to question whether the proposed FCOJ-B contract, representing
such a small percentage of the deliverable volume, poses a danger of price
manipulation or distortion.

. The proposed changes result from “conflicts of interest in the decisionmaking
process of the contract market.” Id. § 7(d)(15). The CANYCE committee
responsible for the proposal includes Florida and Brazil producers, but none from
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other regions. The conflict is evident from the fact that CANYCE cites only the
Customs Regulations as the reason for the proposed change, yet those regulations
do not distinguish between Florida and non-Florida domestic FCOJ, nor do they
prevent buyers from using non-Brazil FCOJ. It seems clear that the purpose of
the proposed change is to advantage Florida and Brazil producers that proposed
the change.

. The proposed changes raise serious concerns about “[a]ntitrust considerations,”
particularly whether the new contracts would “result in unreasonable restraints of
trade” or “impos[e] any material anticompetitive burden on trading on the contract
market.” Id. § 7(d)(18). The proposal will place producers from non-dominant
regions at risk. This will inhibit their ability to compete, and enhance the market
power of a small number of very large producers in Brazil and Florida. Such
concerns are heightened by the recent observation of Andrew W. LaVigne, CEO
of Florida Citrus Mutual, that the Brazilian orange juice processors are a “cartel.”
See Exhibit B.

A final reason to deny approval is that the proposed change increases trade barriers by
discriminating against producers from countries other than Brazil (and from states other than
Florida). At a time when the United States is actively seeking to open markets for U.S. products
within the Americas, it would be anomalous to allow commodities exchanges in the United
States to discriminate against non-Florida, non-Brazil producers.

Prior to CANYCE’s approval of the proposed changes, we wrote to CANYCE and the
New York Board of Trade (“NYBOT”) to express our concerns. See Ex. C. CANYCE’s filing
with the Commission omits any discussion of the consequences of its proposed contract changes.
Thus, CANYCE does not even attempt to show how the changes would “protect market
participants,” as required by the CEA.

Furthermore, our letter to CANYCE discussed why a “differential” contract for products
from the disfavored regions would not mitigate the harm to disfavored purchasers. Although we
submitted the affidavit of an economist, John G. Reilly, Ph.D., who opined that the new
differential contract would most likely fail, CANYCE does nothing to respond to the economic
evidence.

CANYCE also ignored our observations about the conflicts of interest present in its
decision-making process. CANYCE does not deny that the only growers and processors
represented on the committees that considered the proposed changes were from Florida and
Brazil, the regions sought to be benefitted by the proposed contract changes. Furthermore,
CANYCE refused to provide us with access to the voting records of the committees sponsoring
the proposed changes. The Commission should investigate whether the procedures used by
CANYCE in approving this change violated the CEA as well as CANYCE’s own rules.
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Finally, as Dr. Reilly recognized, the relevant market for FCOJ is characterized by a
significant and growing level of concentration among dominant producers. Because the likely
effect of the proposed contract changes is to increase this market concentration, the proposed
changes raise serious antitrust concerns. Such concerns are heightened by the recent observation
of Andrew W. LaVigne, CEO of Florida Citrus Mutual, that the Brazilian orange juice
processors are a “cartel.” See Exhibit B.

For the foregoing reasons and those expressed in our letter to CANYCE and Dr. Reilly’s
affidavit, TicoFruit respectfully requests that the Commission issue a notice of non-approval with -
respect to the proposed contract changes.

Very truly yours,
Mary N. S/glgel

cc: Philip Tope
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Affidavit of
John G. Reilly

Nathan Associates Inc.

Proposed Changes to the
Frozen Concentrated Orange Juice

Futures Contracts (FCQOYJ)

October 31, 2003




1. I have been asked by Cohen, Milstein, Hausfeld & Toll, P.L.L.C. to submit an
affidavit (the “ Affidavit”) concerning the proposed changes by the Citrus Associates of the
New York Cotton Exchange (“CANYCE”) to the Frozen Concentrated Orange Juice
(“FCOJ”) Futures Contracts traded in the New York Board of Trade (“NYBOT"”) and its
potential effects on orange juice producers in regions different from Brazil and Florida.

2. I am Director of the International Trade Economics and Policy Practice of Nathan
Associates Inc., an economic and management consulting firm established in 1946 that
provides economic research and analysis to public and private clients throughout the
United States and abroad.

3. I have worked with Nathan Associates as an economist and management consultant
in the economics of international trade and competition for over 10 years. During the past
24 years, I have provided economic analysis and expert testimony in more than a hundred
international trade litigation proceedings. The focus of my work has been on the economics
of competition between the imported and domestic products of concern and the principal
forces influencing the operational and financial performance of domestic producers
claiming to be injured by the subject imports. My case experience includes a wide variety of
iron and steel products, ferroalloys, non-ferrous metals, chemical products, motor vehicles,
aircraft, processed foods, textile products, electronic products, cameras and photographic
supplies, industrial machinery, agricultural products, and numerous other manufactured
goods. In each case I have prepared economic analyses of issues related to economic injury
and causation, expert testimony, and evaluation and rebuttal of opposing economic
arguments.

4. I received a Bachelor of Arts Degree in Economics from Boston College in 1963, and

an M.B.A degree from the Amos Tuck Graduate School of Business Administration at




Dartmouth College in 1965..My resume and a case list are incorporated in this Affidavit as
Appendix A.
5. A list of documents, data and other materials which I have reviewed and relied upon
in forming the opinions expressed in this Affidavit may be found in Appendix B. These
materials include industry studies and reports, reports and data from the NYBOT, reports
and data from the U.S. International Trade Commission, documents provided by Cohen,
Milstein, Hausfeld & Toll, P.L.L.C and publicly available information regarding the orange
juice industry.

Summary of Conclusions
6. It is highly likely that the new FCOJ-2 and FCOJ-Differential futures contracts for
FCOJ from regions other than Florida and Brazil that are presently under consideration
would fail, as did the original FCOJ-2 and FCOJ-Differential contracts for FCOJ from Florida
and Brazil. Since the new FCOJ-1 contract under consideration is limited to FCOJ from
Florida and Brazil, failure of the new FCOJ-2 and FCOJ-Differential contracts would exclude
all non-Florida and non-Brazil FCOJ from the futures market and seriously impair the
affected producers’ ability to hedge the risk associated with highly volatile FCO]J prices. In
addition, restriction of futures trading to FCOJ from Florida and Brazil would confer on the
dominant Florida and Brazil producers a significant additional competitive advantage over
FCOJ producers in all other regions.

Data and Analysis

7. The world’s largest producers of orange juice are Brazil and the United States. In the
2001 -2002 marketing year, the United States and Brazil produced approximately 91 percent

of the world’s total orange juice supply.! Florida alone, which accounts for approximately 95

1 “Situation and Outlook for Orange Juice,” World Horticultural Trade & U.S. Export Opportunities, USDA, January 2003, pp
4,5
L 2




percent of total U.S. production of orange juice, provided approximately 40 percent of the
total world new supply in the 2001 ~ 2002 marketing year.2

8. During the 2001 - 2002 marketing year, 132.1 million boxes of Florida oranges were
processed into FCOJ and 85.9 million boxes were processed into chilled orange juice (COJ);
thus FCOJ production accounted for approximately 60 percent of the Florida oranges
processed during the period.3 In 2001 - 2002, Florida accounted for roughly 89 percent of
the new domestic FCOJ supply, while imports accounted for the remainder.4

9. During calendar 2002, Brazil accounted for 61.6 percent of total U.S. orange juice
imports by volume, while Mexico accounted for 19.4 percent and Costa Rica accounted for
12.5 percent.®

10. The NYBOT hés indicated that, due to the influence of U.S. labeling laws, FCOJ from
Florida and Brazil normally trades at a premium to FCOJ from other sources.$

11. To comply with customs regulations, buyers should be able to establish the relative
proportions of FCOJ from foreign sources. Buyers of FCOJ from foreign sources cannot
always be sure of the specific origins of the delivered FCOJ, because the sellers frequently
provide little information about proportions by country of origin. The lack of complete
information about the origin of the delivered FCOJ could result in inadvertent violation of
Customs labeling regulations with attendant financial penalties. Customs labeling
regulations do not apply to FCOJ from Florida, and Brazil is by far the dominant foreign
supplier of FCOJ to the United States. In this climate, U.S. purchasers have relied
principally on Florida FCOJ, which is not subject to labeling regulations and identified'

Brazilian FCOJ for their foreign supply, in order to limit both their labeling costs and their

214.
3 “Florida Citrus Outlook 2002-03 Season,” Florida Citrus Commission, October 30, 2002, Table 1.
41d, Table 6
5 See Table 1. In Calendar 2001, Brazil accounted for 64.7 percent of U.S. imports by volume.
3




labeling compliance risks. The dominant volume of FCOJ from Florida and Brazil in the
market and the related regulatory compliance benefits are the sources of the price premium
for FCOJ from Florida and Brazil. Conversely, regulatory compliance costs and risks make
producers in Costa Rica, Mexico, Belize, and the like the marginal suppliers to the market
after Florida and Brazil. That is, in the current climate buyers will prefer to take up the
FCOJ supply from Florida and Brazil before turning to other sources to meet their full
requirements.

12. Because the weather-dependent supply of FCOJ is subject to sudden significant
changes, FCOJ prices are highly volatile.”

13. Buyers and sellers in markets characterized by volatile prices employ hedging
strategies, which entail the buying énd selling of futures contracts, to limit their risk.
Although specific hedging instruments may vary, hedging in one form or another is the
only available strategy to limit the risk associated with price volatility. FCOJ futures
contracts are very important vehicles for managing the substantial risks inherent in FCOJ
prices. Table 2 shows monthly FCO] futures settlement prices from 1966 to the present.
Average annual prices varied significantly throughout the 1966 - 2002 period. Moreover,
significant variation of monthly prices within a given year is the rule rather than the
exception. Figures 1 and 2 (incorporating data from Table 5) provide recent examples of

annual and monthly price volatility.

6 FCOJ-2 and Differential Frequently Asked Questions (FAQ), NYBOT web site (www.nybot.com).

7 “Supply factors include the amount of land for cultivation, yields and age of trees, weather conditions and the incidence of
diseases. Demand depends on factors such as income levels, population growth, availability and relative prices of substitute
fruits and the changing consumer preferences for fresh produce, including health, quality, convenience or taste
characteristics...Citrus fruit crops are highly vulnerable to weather conditions. Frosts, freezes, droughts, wind and
hurricanes may affect them considerably, resulting in supply disruptions and increases in prices.”

(http:/ /r0.unctad.org/infocomm/ anglais/ orange/ prices.htm).




Figure 1: FCOJ Average Futures Settlement Price
1993-2003 (Cents per Pounds Solids)
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14. The New York Board of Trade (NYBOT) has traded three different FCOJ futures
contracts since the inception of trading. The original contract (“FCOJ-1"), created in 1966,
calls for delivery of 15,000 pounds of orange solids (3 percent more or less) at exchange
licensed warehouses in Florida, New Jersey, Delaware, and California, not limited to any
specific country of origin.8
15. The NYBOT introduced a second FCOJ futures contracts in 1999.% This new ”FCO]-

2” contract calls for delivefy of 15,000 pounds of orange solids (3 percent more or less) at

8 The exact specifications of the contract can be obtained from the NYBOT (www.nybot.com). See
http:/ /www.nybot.com/specs/gj.htm .

9 According to the NYBOT: “Due in large part to product labeling laws in the US, the market frequently values Florida and
Brazil product differently than it values juice from other origins, even when the quality of the juices is otherwise the same.
Normally, Florida and Brazil juice are valued at some premium to other juices, or to blends containing other origins, and this
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exchange licensed warehouses in Florida, New Jersey, Delaware, and California, restricted
to product of Florida only, Brazil only, or any combination of the two. FCOJ-2 does not trade
as an outright contract for most of its life. Instead, it trades for all but a day and a half as a
differential (“FCQOJ-Differential”) contract versus the existing FCOJ-1 contract. In the final
day and a half, it trades as an FCOJ-2 contract.1®

16. The FCOJ-2 and FCOJ-Differential contracts (hereinafter “FCOJ-2/ Differential
contracts”) allowed trading of the price difference between the Florida/Brazil juice and the
juice of no specific origin represented by the FCOJ-1. The intent of the NYBOT was to allow
FCOJ market participants to hedge price volatility associated with the Florida/Brazil
product, given its very high relative importance in the marketplace. Indeed, in justifying
the FCOJ-2/Differential contract, “... the CANYCE indicated that, because FCOJ that meets
the proposed delivery requirements of the FCOJ-2 futures contract constitutes
approximately 90% of all FCOJ currently deliverable on the FCOJ-1 futures contract, there
will be an adequate deliverable supply of FCOJ available for the amended FCOJ-2 futures
contract.”1! The CANYCE was assuring the Commodity Futures Trading Commission and
the general public that the market was not too thin to support the proposed FCOJ-

2/ Differential contracts.

17. In practice, the new contracts were employed very infrequently and on insignificant
FCO] volumes in comparison to the original FCOJ-1 contract. In 2001, 712,204 FCOJ-1
contracts were opened versus only 1,003 FCOJ-2/ Differential contracts.}2 In April 2001, the

NYBOT announced its intention to delist from trading FCO]J-2/Differential contracts

premium itself can change over time...FCO]J-2 futures contracts are being introduced to allow the futures market to price the
same FCOJ product which is most routinely being traded in the cash market: Florida/Brazil juice.”

10 see “FCOJ-2 and FCO) Differential FAQs.” New York Board of Trade.

11 Federal Register: August 20, 1999 (Volume 64, Number 161), Page 45515 - 45517. Commodity Futures Trading Commission:
Notice of availability of proposed amendments to contract terms and conditions.

12 5ee Table 6.
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covering certain delivery months for which there were no open contracts (open interest).!?
From 2002 until the present, there have been no open FCOJ-2/ Differential contracts. In
short, the FCOJ-2/ Differential contracts had failed despite their potential applicability to
some 90 percent of the total volume traded in the FCOJ futures market.

18. In September 2003, Citrus Associates of the New York Cotton Exchange (CANYCE)
announced in a press release that it was considering changes to the terms and conditions of
the FCOJ futures contracts.} It is my understanding that the two major changes being
considered are (1) modifying the original FCOJ-1 contract to specify delivery of
Brazil/Florida product only (“Modified FCOJ-1 contract”);’ and (2) modifying the FCOJ-
2/ Differential contracts (“Modified FCOJ-2/ Differential contract”) to specify delivery of
juice from any source other than Florida and Brazil.

19. The failure of the FCQOJ-2/ Differential contract introduced in 1999, suggests that the
Modified FCOJ-2/ Differential contract will most likely also fail. The potential FCOJ supply
available for the Modified FCOJ-2/ Differential contracts is only a tenth of that covered by
the original contracts and there can be no assurance that there will be an adequate
deliverable supply available for the Modified FCOJ-2/ Differential contracts. In addition,
the regulatory compliance utility of FCOJ from Florida and Brazil will continue to make
producers in other regions the marginal suppliers. In short, the original failed FCOJ-

2/ Differential contracts had far more going for them than the proposed Modified FCO]J-

2/ differential contracts.

20.  Intheory, the new proposed FCOJ-Differential Modified futures contract would

allow market participants to trade the price difference between the juices from regions other

13 gee “NIYBOT to delist FCOJ-2 and FCO]J-Differential Contracts.” Reuters. April 27, 2001.
14 “Changes Planned in FCOJ Contract - No new months to be listed in Current Contract.” NYBOT. September 30, 2003.
15 According to a Bloomberg article, “the board probably will specify that concentrate deliverable against futures contracts
comes only from Brazil ... or from Florida.” Bloomberg. September 30, 2003.
7




than from Florida and Brazil and the Florida/Brazil juice represented by the Modified
FCOJ-1 contract. In a far more likely reality, the failure of the Modified FCOJ-2/Differential
contracts means that only FCOJ from Florida and Brazil will be traded on the futures
market.

21.  Failure of the Modified FCOJ-2/Differential contracts will force suppliers in regions
other than Brazil and Florida to trade their product in the cash market with an impaired
ability to hedge the substantial risks associated with price FCOJ price volatility. In theory,
the suppliers in regions other than Florida and Brazil and their customers could trade the
Modified FCOJ-1 contracts as hedging vehicles. As a practical matter, however, such
contracts may not provide adequate hedging vehicles due to insufficient correlation of the
price for FCOJ from Florida and Brazil with the prices of FCOJ from other sources. The
failure of the Modified FCOJ-2/Differential contract and the restriction of the Modified
FJOC-1contract to FCOJ from Florida and Brazil will only exacerbate the differentiation
between FCOJ from Brazil and Florida and FCOJ from all other suppliers created by the
labeling regulations. FCOJ from Brazil and Florida will be the primary supply for the U.S.
market and FCOJ from other regions will be the marginal or “swing” supply. Accordingly,
it is conceivable that relatively minor changes in the supply of FCOJ from Brazil and Florida
could have significant effects on the demand for and prices of FCOJ from other regions. The
prices of FCOJ from the other regions could therefore be significantly more volatile than the
price of FCOJ from Florida and Brazil. Under these conditions, the Modified FCOJ-1
contract would not work as a hedging vehicle.

22. This increased risk exposure will in turn adversely affect the financial stability of
producers in regions other than Florida and Brazil as well as their related ability to raise

capital in debt and equity markets. In addition, Florida and Brazil FCOJ producers, which




are already advantaged by U.S. labeling laws, will enjoy an additional significant
competitive advantage, since both they and their customers will be able to fully hedge the
risks associated with FCOJ price volatility. Such an advantage would likely position the
suppliers in Florida and Brazil to further expand their already dominant market shares at
the expense of the suppliers locked out of the futures market.

23.  There is a strong interlocking relationship between U.S. and Brazil FCOJ producers.
There are currently fourteen major extractor-processors in Florida operating twenty
facilities. Four of these organizations operating seven extraction facilities have Brazilian
affiliations. They are Cargill Citro Pure, L.P., Citrosuco North America, Inc., Cutrale Citrus
Juices, USA, Inc., and Louis Dreyfus Citrus, Inc. 16 These interlocking relationships only add
to the likelihood that the Modified FCOJ-1 futures contract and a failed Modified FCOJ-

2/ Differential contract will harm the suppliers left out in the cold.

24. I reserve the right to amend and supplement this affidavit and to submit a rebuttal
affidavit or report related to the proposed changes to the Frozen Concentrated Orange Juice
(“FCQOJ”) Futures Contracts traded in the New York Board of Trade (“NYBOT") and its

potential effects on orange juice producers in regions other than Brazil and Florida.

16 Telephone conversation with Lisa Rath, Executive Vice president, Florida Citrus Processors Association, October 31, 2003.
9




John G. Reilly

pA 9D
/

City/County of M;V? m

Commonwealth of Virginia

The foregoing document was acknowledged before me this 2 { day of O{j‘o*@(/, , 2003.

Notary Public &7;@/ %// é/W

Eric K. Bredehorst
My commission expires: NOTARY PUBLIC
y commonwealth of Virginia
My Commission Expires
JULY 31, 2004
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Appendix A: Resume of John Reilly




POSITION: Consultant, Director International Trade
Economics and Policy Practice

NAME: John G. Reilly
CITIZENSHIP: United States
EDUCATION: M.B.A., Amos Tuck School of Business Administration,

Dartmouth College, 1965
A.B., Economics, Boston College, 1963

EXPERIENCE SUMMARY:

Mr Reilly has thirty-five years of experience as a management consultant and economist. He
is a nationally recognized expert in the economics of international trade and competition. Mr. Reilly
has appeared as an expert witness on more than one hundred occasions before the U.S. International
Trade Commission, the U.S. Department of Commerce, the Canadian International Trade Tribunal,
the U.S./Canada Binational Panel and other bodies concerned with international trade law and
economics. He has presented testimony concerning the economics of import competition and the
principal forces influencing the operational and financial performance of domestic producers. In the
course of this work, he has developed numerous microeconomic simulations of the roles of prices,
demand characteristics, international supply dynamics, and related competitive strategies in
determining relative market shares and revenues for U.S. producers, the import sources subject to
litigation, and all other import sources. Mr. Reilly's industry knowledge and experience is very
broad. His litigation related work has included cases involving iron and steel, ferroalloys, non-
ferrous metals, chemicals, motor vehicles, aircraft, processed foods, textile products, electronic
products, cameras and photographic supplies, industrial machinery, agricultural products, and other
manufactured goods.

Mr. Reilly has also directed numerous studies of the competitive and economic welfare
consequences of proposed trade agreements and legislation. His recent work has included:

. Development of a general purpose, multi-country simulation model (TRADESIM) for
analanalyzing production, consumption, and international trade flow effects of new
international trade agreements including the WTO; existing regional trading blocs such as
NAFTA, the E.U., ASEAN, the Andean Pact, and MERCOSUR; and proposed trading blocs
such as the FTAA and TRAFTA




. Estimation of the effects of Uruguay Round tariff reductions and NAFTA tariff preferences
on U.S production and trade with respect to certain synthetic organic chemicals.

John G. Reillye2
° A comprehensive analysis of the U.S. competitive and economic welfare effects of all
Uruguay Round and NAFTA provisions affecting international trade in textile and apparel
products.
e An assessment of the competitive implications for a major textile producer of tariff

reductions and the elimination MFA quotas under the Uruguay Round, the creation of
significant textile and tariff preferences under NAFTA, and potential parity with NAFTA for

the CBERA nations.

. An evaluation of the raw material sourcing and plant location implications for a major
chemical products manufacturer of rules of origin and related tariff preferences under
NAFTA.

. An assessment for an Asian precision machinery producer of importing and U.S. production

alternatives as they relate to competitive effectiveness and potential vulnerability to litigation
under U.S. trade laws.

. An assessment for a U.S plastics products manufacturer of the specific sources of import
competition in the domestic market, the strategies employed by the foreign competitors, the
effects of such competition on the U.S. producer's performance, and potential competitive
responses.

EMPLOYMENT HISTORY:

Nov. 1989- Feb: 1993 Trade Research & Analysis, Principal and Director

Mar. 1988- Oct. 1989 Temple, Barker and Sloane Inc., Vice President

July 1980- Mar. 1988 ICF Incorporated, President, International Programs

Apr. 1968- July 1980 Booz, Allen & Hamilton, Inc., Vice President

Apr. 1966- Apr. 1968 U.S. Army, Captain
Prior to joining Nathan Associates, Mr. Reilly was Principal and Director of Trade Research

& Analysis, a firm he founded with P. Lance Graef, who is also with Nathan Associates. His clients

at TRA included major companies in the industrial machinery, artificial fiber, inorganic chemicals,

and primary metals industries concemed with international trade litigation and the international

competitive implications of a variety of bilateral and multilateral trade agreements.

At Temple, Barker and Sloane Mr. Reilly directed a corporate consulting practice concerned
principally with economic issues related to international trade policies and litigation. During his




eight years at ICF, Mr. Reilly built a nationally prominent international trade economics consulting
practice. Under his leadership, ICF completed more than one hundred assignments for domestic and

John G. Reilly «3

foreign clients engaged in international trade litigation or concerned with the business and economic
implications of a variety of international trade policy and legislative issues.

Mr. Reilly joined Booz, Allen & Hamilton, Inc. in 1968 and became a Vice President in 1973.
From 1974 to 1977 he was both the Managing Officer of the firm's Institutional and Public
Management Consulting Division and the director of a consulting practice concerned with the
economic effects of U.S. environmental and energy policies on major U.S. manufacturing industries.
From 1977 to 1980 Mr. Reilly directed a major international trade strategy study jointly funded by
some 30 BA&H corporate clients. This study originated new methods for integrating trade policy
variables and related political and economic uncertainties into the business planning process.




John G. Reilly: International Trade Litigation Experience

Products Clients

ANTIDUMPING AND COUNTERVAILING

Titanium sponge
Cotton-polyester print cloth
Certain wine and grapes

Potash
Cellular mobile telephones

Welded steel pipes and tubes

Electronic display pagers
CTYV picture tubes
CTV picture tubes (Ann. review)

LCD television receivers

Duty CASES
Canned pineapple fruit Thai Food Processors Association,
Bicycles (China) Chinese International Chamber of
Commerce
Pipe fittings (Canada) Elkhart Products Corp.
Color negative photographic paper Fuji Film
Flat rolled carbon steel products Nippon Steel, Kobe Steel
Prof. cutting and grinding tools Black & Decker
Stainless steel fittings Taiwanese exporters
- Special quality steel bars Villares Group
PVC battery covers Zweckform GmbH
Forklift trucks Toyota
PC steel wire strand CCG
Passenger cars (Canada) Hyundai Auto Canada, Inc.

Philip Brothers, Nippon soda,
Osaka Titanium, Toho Titanium
Chinatex

Joseph E. Seagram & Son, Ltd.
Dead Sea Works, Ltd.

Fujitsu, Hitachi, Kokusai,
Matsushita, NEC, Oki, and
Toshiba

Thai Union Steel Co., Thai Steel
Pipe Ind. Co., and Siam Steel Pipe
Import Export Co.

Matsushita

Hitachi, Matsushita, Mitsubishi,
and Toshiba

Electronics Industry Association of
Japan

Casio, Citizen, Hitachi,
Matsushita, NEC, Seiko, Epson,
Sharp, Toshiba

Nathan Associates Inc.




Products Clients

ANTIDUMPING AND COUNTERVAILING
DuTty CASES (CONTINUED)

Industrial nitrocellulose

Sodium nitrate

Calcium hypochlorite

Pressure pipes and tubes

Shop towels

Fresh cut roses

Certain cut flowers

Industrial phosphoric acid
Electrolytic manganese dioxide

Commercial microwave ovens
Extruded rubber thread

Automobile shock absorbers

Fuel ethanol

Bicycles (Taiwan)

Steel rails

Steel line pipe

Hot rolled carbon steel sheet
Brass valves

Commuter aircraft

Certain carbon steel products
Certain steel pipes and tubes
Ferrosilicon (751 Review)
Silicon metal (751 Review)
Hot-rolled carbon steel

Cold-rolled carbon steel flat products

Cold-rolled carbon steel (Sunset)

Corrosion-resistant steel (Sunset)
Small diameter seamless steel pipe

Apple juice concentrate
Methionine (Sunset)

Société Nationale des Poudres et
Explosifs

Chilean Nitrate Sales Corporation
Nippon Soda, Nissin Denka
Sumitomo

Chinatex

FTD, Asocoflores

FTD

Negev Phosphates

Tosoh, Mitsui, Mitsubishi
Matsushita, Sharp |
Heveafil Sdn. Bhd., Rubberflex
Sdn. Bhd.

Monroe Auto Equipment
Corporation -

Brazilian respondents

Kent International

Krupp AG

Mannesmann AG

Usinor, Creusot Loire
Giacomini, SpA

Aerospatiale

USIMINAS, COSIPA

Valourec

General Motors

General Motors

Nippon steel, NKK, et al
Nippon steel, NKK, et al
German steel producers,
Hoogovens

German steel producers, Usinor
Iscor, Romanian producers, Czech
producers

Chinese producers

Japanese producers

Nathan Associates Inc.




Products Clients

ANTIDUMPING & COUNTERVAILING

DuUTY CASES (CONTINUED)

Electrolytic manganese dioxide Tosoh (Japan)
Processed mushrooms Chinese producers
DRAMs Taiwanese producers
Stainless steel wire rods (Sunset) Ugine-Savoy Imphy (Usinor)
Extruded rubber tape Indian producer
Polystyrene resin Korean producers
Sodium sulfate Goldcorp, Inc. (Canada)
DRAMSs (Sunset) Hyundai (Korea)
Greenhouse tomatoes Canadian producers

Canned pineapple fruit (Sunset)
Wide flange steel beams (2000)
Certain carbon steel beams (2001)
Silicomanganese

Low Enriched Uranium
Cold-rolled steel (2002)

PC Steel wire strand

Color TV Receivers (2003)

EscAPE CLAUSE CASES
(SECTION 201)

Automobiles
Heavyweight motorcycles
Certain stainless steel products

Certain carbon steel products

Extruded rubber thread

Thai food Processors Association
Trade Arbed

Trade Arbed

Consider

COGEMA and URENCO
Brazilian, German, Japanese,
Korean producers

Joint Respondents from Brazil,
Korea, and Mexico

Chinese Chamber of Commerce
and Chinese producers

Automobile Importers of America,

Inc.

Honda, Kawasaki, Suzuki, and
Yamaha

Japan Specialty Steel Producers
Association

American Institute for Imported
Steel

Malaysian Exporters (Heveafil,
Filati)

Nathan Associates Inc.




Products

Clients

ESCAPE CLAUSE CASES
(SECTION 201) (CONTINUED)

Static random access memories

Crawﬁs_h tail meat
Collated roofing nails
Stainless steel wire rod

Electric shavers
Stainless steel flatware

Certain cameras

Nonrubber Footwear

Canned tuna fish

Welded steel line pipe
Crabmeat
Steel — Injury and remedy phases

- Hot-rolled sheet and strip
- Cold-rolled sheet and strip
- Coated sheet and strip

- Tin mll products

- Heavy steel structurals

- Stainless steel bars

- Stainless steel wire rods
- Stainless steel wire

- Tool steel

Steel — Remedy phase

- All steel products

Taiwanese Exporters and U.S.
Fabless producers

Louisiana Processors

Selected importers

Taiwanese exporters

North American Philips Corp.

. Stainless Steel Flatware Marketing

Guild

Japanese Camera Industries
Association, Taiwan Optical
Appliance Manufacturers
Association

Footwear Industries of America,
Inc., Amalgamated Clothing and
Textile Workers Union
Association of Food Industries,
Inc., Thai Food Processors
Association

Japanese and Korean producers

European Iron and Steel
Federation

South Africa Iron & Steel Institute

Nathan Associates Inc.




OTHER CASES Products

Clients

(SECTION 402, SECTION 421, SECTION 332 SECTION 337, ETC.)

Chinaware

Casein

Raw cotton

Leaf tobacco

Canned tuna fish

Microwave ovens

Fuel ethanol from CBERA nations
Motorcycles

Certain street motorcycles

All terrain vehicles

Color TV picture tubes
Bromine compounds

Certain steel hangers

Certain Brake drums and rotors
Augmentin (antibiotic)

NATIONAL DEFENSE

Ferroalloys from South Africa

Ceramic Importers Association of
America
Abbott Laboratories

American Textile Manufacturers
Institute

Leaf Tobacco Exporters
Association

Thai Food Processors Association
Whirlpool, Tappan, Magic Chef
Tropicana, Costa Rican Sugar
Cooperative

Japanese Automobile
Manufacturers Association
American Honda Motor Company
American Honda Motor Company
Mitsubishi Electronics America,
Inc.

Ameribrom, Inc.

Chinese producers and MOFTEC

Chinese producers and MOFTEC
Glaxo SmithKline

South African exporters

Nathan Associates Inc.




Appendix B: List of Materials Reviewed and
Relied Upon

“Changes Planned in FCOJ Contract - No new months to be listed in Current Contract,”
New York Board of Trade, September 30, 2003.

Claudia Carpenter, “N.Y. Board of Trade Plans Orange-Juice Futures Change,” September
30, 2003, Bloomberg, sent in an email to Philip Tope.

“Cumulative U.S. Orange-Juice Imports by Country of Origin, January-December 2001 and
2002,” Florida Department of Citrus, U.S. Orange-Juice Imports, Economic & Market
Research Report No. IM-02-12, February 24, 2003,
<http:/ /www .fred.ifas.ufl.edu/citrus/ pubs/import/im1202. htm>.

Email and Attachment from Phil Tope, October 13, 2003, regarding FCO]J #2 Contract
Volume History.

Email from Tom Abrahamson, August 27, 2003, regarding Citrus Associates Special
Committee Meeting Notes/Next Meeting.

Facsimile from Citrus Associates of the New York Cotton Exchange, Inc. to Jean A. Webb,
July 31, 2003, regarding Amendments to Citrus Rule 63(a)(1)-Submission Pursuant to
Section 5¢(c)(2) of the Act and Regulation 40.4.

“FCO]J-2 & FCOJ Differential FAQs,” New York Board of Trade,
<http:/ /www.nybot.com/reports/ ojfag.htm>.

Federal Register: August 20, 1999 (Volume 64, Number 161), Commodity Futures Trading
Commission: Notice of availability of proposed amendments to contract terms and
conditions. Citrus Associates of the New York Cotton Exchange: Proposed
Amendments to the Frozen Concentrated Orange Juice-2 (FCO]J-2) Futures Contract,
<http:/ /www.cftc.gv/foia/fedreg99/f0i990820a. htm>.

“Florida Citrus Outlook 2002-03 Season” Florida Citrus Commission, October 30, 2002,




“Frozen Concentrated Orange Juice From Brazil: Investigation No. 731-TA-326 (Review),”
Publication 3195, May 1999, U.S. International Trade Commission.

New York Board of Trade, “ Agricultural Futures and Options,” Brochure.

New York Board of Trade, “Citrus Associates of the New York Cotton Exchange, Inc. Frozen
Concentrated Orange Juice Futures Contract Options Rules,”
<http:/ /www.nybot.com/ rulebooks/ citus/ viewable/ E.%20FCOJ %200ption %20Ru
les.htm>.

New York Board of Trade, “Contract Specifications: FCOJ Futures and Options,”
<http:/ /www.nybot.com/specs/oj.htm>.

New York Board of Trade, “FCQJ-1 & FCOJ Differential Brochure,”
<http:/ /www.nybot.com/reports/ ojbrochure. htm>.

“New York FCOJ Monthly Average Nearby Futures Settlement Price (Cents Per Pounds
Solids),” Florida Department of Citrus Economic and Market Research,
<http:/ /www fred.ifas.ufl.edu/citrus/ data/ OJFutures.pdf>.

“NYBOT to delist FCOJ-2 and FCOJ-differential contracts,” April 27, 2001, Reuters, sent in
an email by Ernie Thom.

“Situation and Outlook for Orange Juice,” World Horticultural Trade & U.S. Export
Opportunities, USDA, January 2003.

Richard F. Matthews, “Frozen Concentrated Orange Juice From Florida Oranges,”
University of Florida, Fact Sheet FS 8, April 1994,
<http:/ /www.ultimatecitrus.com/ pdf/ fcoj.pdf>.

United Nations Conference on Trade and Development (UNCTAD), “Citrus Fruit Prices:
Benchmark and price discovery mechanism,”
<http:/ /r0.unctad.org/infocomm/ anglais/ orange/ prices.htm>.
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Table 2: New York FCOJ Average Nearby Futures Settlement Price (1966-2003)

(Cents Per Pounds Solids)
Year Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec  Average

1966 - - - - - - - - - 3330 3550 3477 3452
1967 3255 3291 3006 3030 3619 3707 3776 3601 3678 4359 5288 5883 3874
1968 5525 5122 5338 5530 5531 4940 4815 5688 6268 6841 59.02 5442 5579
1969 6510 6561 5867 5578 5177 5112 4925 4637 4578 4546 4250 4187 5161
1970 5005 4223 3685 3950 3835 3501 3716 3780 3683 3514 3518 3654 3839
197 3686 4458 4696 5212 5846 6335 6060 6017 5731 6203 6518 6142 5575
1972 5792 5630 5313 4968 5340 5263 5382 5437 5303 4810 4825 4648 5226
1973 4377 4332 4406 4307 4362 4381 4738 4852 4885 5320 5666 5611  47.70
1974 5251 5154 4715 4734 4793 4881 5010 5175 5289 5330 5613 53.11 5096
1975 4845 4751 4843 4809 5135 5291 5617 59.33 6176 6169 6200 5967 5478
1976 5024 6220 6160 6015 5850 5507 5354 5038 4974 4854 4750 4352 5417
1977 4864 7212 7777 7948 8369 9648 10422 11641 121.38 12541 12859 11063 97.07

1978 10850 12103 11801 11741 11212 11809 12253 12322 11936 12166 119.89 11410 118.05
1979 11857 113.06 10379 10621 10313 9744 10046 10697 10747 10623 10120 97.35 105.16
1980 9125 8543 9531 8913 8875 8665 8775 9171 9740 9410 8994 8294  90.03
1981 10425 13713 13559 14335 14025 13425 12679 12632 12742 12120 12074 12275 128.34
1982 13829 13339 12002 11515 11714 11605 12493 12931 127.22 12506 12521 12395 12464
1983 11156 10757 11341 11437 11662 117.01 11861 11870 12083 12389 12857 12626 11812
1984 14966 16128 168.30 179.80 18426 17817 17139 17199 17763 16999 167.10 16196 170.13
1985 166.13 17016 16371 15746 15154 14257 13698 13408 13513 12103 11347 11602 14236
1986 9689 8675 8833 9313 9789 10106 103.03 10149 10362 11201 12171 12684 10273
1987 12224 12341 13268 13352 13358 13262 12932 12951 13464 14253 16310 16765 137.07
1988 169.99 16805 16637 17020 169.36 17680 190.06 193.35 18498 18524 17791 16420 176.38
1989 14808 13839 14922 17190 18642 18065 16648 158.86 14829 133.07 12897 13561 153.83
1990 19130 197.74 19227 19604 19495 18645 183.34 17224 14456 12308 11272 10843 166.93
1991 11819 11707 11564 11507 11940 11631 11865 118.09 12064 151.01 168.77 16040 128.25
1992 14959 14187 14336 136.06 13567 129.04 12178 11282 11427 10112 95652 9456 12298
1993 7891 6911 7846 9065 10246 11291 11903 11871 12253 11939 10481 10597 101.91
1994 108.47 10583 10950 10221 9650 9244 8999 9412 9025 10012 10899 11121 100.80
1995 10333 10268 10098 107.01 10465 10090 9782 10500 11161 11596 12327 12090 107.84
1996 11793 12446 13278 13207 12323 12217 11640 117.20 11044 11150 10159 8870 11649

1997 8356 8036 8298 7513 7864 7595 7486 7221 6999 6982 7802 8411 77.14
1998 9098 9767 10594 97.07 109.96 10373 10401 11018 108.18 11524 117.72 10857 105.77
1999 9966 9300 8348 8447 8542 8923 8016 9255 9297 8B52 9485 9319 8979
2000 8437 8466 8482 8249 8177 8444 7965 7407 7142 7003 7399 8042 79.34
2001 7601 7569 7480 - 7425 7833 7702 8136 7768 8081 8526 9376 9167 8055
2002 8941 8964 9268 8961 9147 9140 9542 10093 10030 9514 10053 9736 94.47
2003 9204 8708 8468 8549 8574 8530 8131 7866 7717 - - - 8416

Source: "New York FCOJ Monthly Average Nearby Futures Settlement Price (Cents Per Pounds Solids)", Florida Department of Citrus Economic
and Market Research, <http://www.fred.ifas.ufl.edu/citrus/data/OJFutures.pdf>.




Table 3: Annual Volume of Orange Juice Frozen Concentrate Futures Contracts (1997-2003)

YTD-thru Sept
Type of Futures Contract 1997 1998 1999 2000 2001 2002 2003
FCOJ-1 1,029,861 914,614 795,733 712,204 577,49 571,757 445,571
FCOJ-2 82 202
FCOJ-Differential 886 1,003 15
Total Orange Juice Futures 1,029,861 914,614 796,701 713,409 577,511 577,157 445,571

Source: Email and Attachment from Phil Tope, October 13, 2003, regarding FCOJ #2 Contract Volume History.
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Keep tariffs on imported orange juice http://www.miami.com/mld/miamiherald/2003/11/14/new...
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Heraldcom

Posted on Fri, Nov. 14, 2003

FTAA
Keep tariffs on imported orange juice

BY ANDREW W, LaVIGNE
www.flcitrusmutual.com

As the U.S. government moves forward with efforts to negotiate multilateral trade
agreements, it is vitally important to the state of Florida and to its citrus growers that
our negotiators preserve the tariffs on imported orange juice. Our industry now finds
itself at the center of regional and global trade negotiations that, if the current tariffs
were reduced or eliminated, would destroy the $9.1 billion in economic activity that our
industry provides.

Free-trade proponents seek to increase competition and reduce the cost of a product or
service to the consumer. However, because 90 percent of the world's orange juice is
produced in two locations -- Florida and Brazil -- reducmg or eliminating the tarlffs will
only create a forelgn monopoly 1

North America and the European Union. In fact, Brazil exports 99 percent of its
orange-juice production to those two markets.

Florida citrus growers produce their product without the benefit of government subsidies
or price supports. Our growers are the most efficient producers in the world,
out-producing Brazilian growers by nearly 1,000 pounds of juice per acre. Our growers
also continue to fund research efforts to make our industry more competitive and
reduce production costs. Thus, the current orange-juice tariffs provide a level playing
field between Brazilian citrus processors and Florida citrus growers. The tariffs, which
actually produce income for the federal government, also ensure a healthy market
competition.

For more than 50 years, Florida's citrus growers have spent their money to increase
consumption and develop the U.S. market, which is the largest single orange-juice
consuming country. They have developed new products, such as frozen concentrate and
not-from-concentrate orange juice.

Just as Florida citrus growers would be decimated, Florida residents would be adversely
affected by a tariff reduction:

12/11/2003 11:16 AN




{eep tariffs on imported orange juice http://www.miami.com/mld/miamiherald/2003/11/14/new...

e The Florida citrus industry provides an annual $9.1 billion economic benefit and
employs nearly 90,000 people. If the tariffs are reduced or eliminated, that economic
impact and those jobs would be eliminated.

« Nearly 800,000 acres of citrus groves that provide Florida residents with green space,
aquifer recharge areas and wildlife corridors would be devastated. If Florida citrus
growers lose the tariffs and are put out of business, urban sprawl will increase because
groves will be destroyed to make way for houses, strip malls and other forms of
development.

Florida's citrus growers do not oppose the Free Trade Area of the Americas or free trade
in general. In fact, Florida Citrus Mutual, the state's largest grower organization, is
working closely with the Florida Chamber of Commerce and FTAA Inc. in an effort to
secure the FTAA Secretariat in Miami.

We are working to ensure that the U.S. government recognizes the unique nature of the
global orange-juice marketplace. We seek to promote fair trade and prevent the abuse
that comes with monopoly power. To achieve these goals, the orange-juice tariffs
should be excluded from any trade negotiations involving Brazil.

Andrew W. LaVigne is the executive vice president/CEO of Florida Citrus Mutual.

© 2003 The Miami Herald and wire service sources. All Rights Reserved.
http://www.miami.com

20f2 12/11/2003 11:16 AN




Exhibit C

oo




CoHEN, MiLsTEIN, HAausFeELD & ToLL, PL.LC.

HERBERT E. MILSTEIN
MICHAEL D. HAUSFELD
STEVEN J. TOLL

LISA M. MEZZETTI
ANDREW N. FRIEDMAN
RICHARD S. LEWIS
DANIEL S. SOMMERS
DANIEL A. SMALL
JOSEPH M. SELLERS
SHARON A. SNYDER
MARK S. WILLIS
STEPHEN D. ANNAND
MARC |. MACHIZ

PAUL T. GALLAGHER
LINDA P. NUSSBAUM*™
STEWART M. WELTMAN"""*
CHRISTINE E. WEBBER
MARY N. STRIMEL

SUSAN E. FATTIG
MARLENE F. GIBBONS
MARK D. BOGEN™**
CATHERINE A. TORELL*™
SUSAN R. SCHWAIGER™
JACQUELINE E. BRYKS*™*
MATTHEW J. IDE*

OF COUNSEL

JERRY S. COHEN (i925-1995)

1100 NEwW YORK AVENUE, N.W.
WEsT ToOwWER, SUITE 500
WASHINGTON, D. C. 20005-3964

(202) 408-4600
FACSIMILE (202) 408-4699

701 FiIFTH AVENUE
SuUITE 6860
SEATTLE, WA 98104-7097

(206) 521-0080
FACSIMILE {206) 521-0166

825 THIRD AVENUE
THIRTIETH FLOOR
New York, NY 10022-7519

(2120 838-7797
FACSIMILE (212) 838-7745

39 SouTtH LASALLE STREET
SuiTe 308
CHicAaGo, IL 60603
(312) 357-0370
FACSIMILE (312) 357-0369

www.cmht.com

October 31, 2003

VIA OVERNIGHT DELIVERY

Frederick W. Schoenhut, Chairman
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CHARLES E. TOMPKINS
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VICTORIA S. NUGENT
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SENDER'S DIRECT DIAL

The New York Board of Trade
One North End Avenue
New York, NY 10282-1101

Re: Proposed Changes to FCOJ Futures Contract
Dear Mr. Schoenhut:

We represent TicoFrut, S.A. and its United States affiliate, Tampa Juice Service, Inc.
(collectively, “TicoFrut”). TicoFrut is a Costa Rica-based orange grower and processor of frozen
concentrated orange juice (“FCOJ”).

TicoFrut views with increasing alarm the public announcements by the Citrus Associates
of the New York Cotton Exchange (“CANYCE”) regarding proposed changes to FCOJ futures
contracts. CANYCE has advised me that the proposed contract changes are not yet final.
However, CANYCE’s public statements indicate that the new contract will specify that FCOJ
must originate only in Florida or Brazil. See Bloomberg, Sept. 30, 2003.

We believe that the proposed contract change risks severe harm to producers like
TicoFrut whose countries’ products would now be disfavored for trading on the New York Board
of Trade exchange. We are convinced that harm to TicoFrut (and others) will not be avoided by
the fig leaf of offering a “differential” contract for FCOJ from non-favored regions. We believe
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that less-discriminatory means are available for NYBOT to meet market demand for country of
origin declarations in FCOJ contracts. Accordingly, we urge that NYBOT drop from
consideration any FCOJ contract change that unfairly favors Florida and Brazil products over
other regions’ products. We urge instead that NYBOT either leave the contact unchanged (i.e.,
no country of origin restriction), or use one of several non-discriminatory means that are
available to meet customer labeling requirements.

Below we analyze the likely harm to producers and markets from NYBOT’s proposal, as
we understand that proposal from CANYCE’s public statements.! We ask that you provide a
copy of this letter to the NYBOT and CANYCE committees responsible for proposing and
enacting the contract changes.

A. Producers from Disfavored Regions Will Be Harmed.

The market for FCOJ is characterized by a high level of price volatility. See Affidavit of
John G. Reilly, Ph.D (“Reilly Aff.,” attached hereto), § 12-13. To survive in such a market,
growers must rely heavily on futures markets as a vehicle for hedging against price fluctuations.
Id. 1913, 21-22.

NYBOT / NYCE is the only market in this hemisphere on which FCOJ futures contracts
are traded. By restricting the futures contract to Florida/Brazil FCOJ only, NYBOT eliminates at
a stroke the ability of non-Florida, non-Brazil growers to hedge in this market. The harms to
these disfavored producers will likely be swift. Such producers’ ability to finance their
operations and invest in supply will be sharply reduced. Some producers may even be forced to
exit the market or scale back supply, raising the total level of market concentration to the
detriment of consumers.

B. A Differential Contract Will Not Mitigate the Harm to Disfavored Producers.

The anti-competitive effect of the proposed restriction will not likely be avoided by
offering a “differential” contract for products from the disfavored regions.

In 1999, the NYBOT introduced a differential contract, FCOJ-2, that was restricted to
Florida and Brazil product only. The CANYCE asserted that over 90% of the total volume that
was then traded on the FCOJ-1 contract would also qualify for trading under the FCOJ-2
contract. Nonetheless, the FCOJ-2 contract failed. From 2002 until now, there have been no
open FCOJ-2/Differential contracts. See Reilly Aff. §17. It is thus highly likely that a proposed

! CANYCE has declined to provide us a copy of the draft proposal, on the asserted
grounds that the draft constitutes “proprietary, confidential business information.” Letter, J.
Fassler to M. Strimel, Oct. 21, 2003.
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FCOJ-2 contract representing only about 10% of the deliverable volume, would also fail. Id. 1
19-20. The end result is that only FCOJ from Florida and Brazil would be traded on the futures
market. Id.

Thus, a decision by NYBOT to trade non-Florida, non-Brazil FCOJ in a differential
conract is likely the functional equivalent of a refusal to trade such products at all. Should the
differential contract fail, as appears likely, the ability of TicoFrut and others to compete in the
United States FCOJ market is placed at serious risk.

C. Less Restrictive Means Are Available to Meet Country of Origin Requirements

Given the likely harm to producers in the relevant market, what explanations have been
offered for the proposed change? According to public statements, CANYCE will assert that the
contract restriction is necessary in order to help customers (i.e., bottlers and packers) comply
with country of origin labeling requirements imposed by the Bureau of Customs and Border
Protection (“CBP”). We do not believe this assertion justifies the proposed change to a
Florida/Brazil contract.

The most effective (and non-discriminatory) way for NYBOT to meet customers’
labeling needs would be for the FCOJ contract to require the country of origin percentages to be
specified at delivery. The CBP labeling scheme is based on the percentages of country of origin
for the product. The policy of the Bureau of Customs and Border Protection (“CBP”) is that a
processor need not list every country of origin for FCOJ. See, e.g., 62 Fed. Reg. 49597 (Sept. 23,
1997). Instead, CBP allows “major supplier marking,” so that processors can list up to ten
foreign sources that account for 75 percent or more of the imported FCOJ. See id. at 49597.
Therefore, it is important for purchasers to know the percentages of non-U.S. origins for the
products they buy. There is no regulatory reason why NYBOT must favor the dominant
producing regions of Florida and Brazil over other regions.

Moreover, the Food and Drug Administration (“FDA”) recently announced regulations
that would force deliverers to declare country of origin for their products. Buyers will thus have
ready means to obtain the information they need for labeling compliance. The Public Health
Security and Bioterrorism Preparedness and Response Act of 2002 (“Bioterrorism Act”), Pub. L.
107-188, which President Bush signed into law on June 12, 2002, requires that the FDA receive
prior notification of food imported into the United States, including “the country from which the
article originates,” beginning on December 12, 2003. See id. at § 307. On October 10, 2003, the
FDA issued an interim final regulation implementing this provision. See 68 Fed. Reg. 58975
(Oct. 10, 2003).2 According to the regulations, an importer must disclose the “FDA Country of

? The statutory notification requirement regarding country of origin will go into effect on
December 12, 2003 regardless of whether there is a final regulation in place.
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Production,” which is defined for foods in their natural state as “the country where the article of
food was grown” and for foods not in their natural state (e.g., frozen) as “the country where the
article was made.” Id. at 59070-72. Given that importers will have to comply with this
requirement by disclosing the country or countries of origin for FCOJ, there should be no
additional difficulties in disclosing the country of origin percentages upon delivery.

Ultimately, a non-discriminatory percentage labeling requirement would preserve
customer choice and preserve the ability of producers in non-dominant regions to compete. It
would avoid the anti-competitive effects that would flow from eliminating a hedging vehicle that
is essential to those producers’ ability to compete effectively in the United States.

D. Conflict of Interest

As described above, we believe the effect of the proposed contract change is to confer a
significant business advantage on Florida and Brazil producers while putting their competitors
from other regions, and therefore competition itself, at risk.

Based on the information we have from NYBOT, we believe that the committee
membership that initiated the proposed change does not include representation from the grower
regions that would be hurt by the change. Indeed, as far as we know the only growers and
processors represented on the relevant committees are from Florida ahd Brazil, the regions
sought to be benefitted by the proposed change.’

We wrote to CANYCE on October 8 to request information regarding the voting records
of the committees that had sponsored the change, but our request for information was denied on
the grounds that TicoFrut is not a member of CANYCE and “therefore{] not entitled to access to
minutes of Exchange proceedings that are not public.” Letter, J. Fassler to M. Strimel, Oct. 21,
2003. Further, CANYCE asserted that “any economic analyses, drafts of new contract terms and
conditions, notes or other information disseminated to and relied upon by the Board or

3 By statute, designated contract markets must “establish and enforce rules to minimize
conflicts of interest in the decisionmaking process of the contract market and establish a process
for resolving such conflicts of interest.” 7 U.S.C. § 7(b)(15); see also 17 C.F.R. Pt. 38, App. B
(“The means to address conflicts of interest in decision-making of a contract market should
include methods to ascertain the presence of conflicts of interest and to make decisions in the
event of such a conflict.”). In addition, regulations issued by the Commodities Futures Trading
Commission (“CFTC?”) restrict the ability of members of a self-regulatory organization’s
governing board or committees to participate in deliberations or voting on certain significant
actions when they have conflicts of interest. 17 C.F.R. § 1.69; see also Citrus Associates Rules
69A, 69B.
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committees [is] proprietary, confidential business information which the Exchange is not making
public at this time.” Id.

We are very concerned by what appears to be an agreement by Florida and Brazil
producers to sponsor contract rule changes that will confer a market advantage on themselves at
the expense of non-Florida/non-Brazil producers. Our concern about possible anti-competitive
agreements is heightened by the significant and growing level of concentration among dominant
producers in the relevant market for FCOJ. Reilly Aff. §23. If the contract changes are enacted
as public reports suggest, we believe that the resulting harm to the competing producers and the
FCOJ market as a whole would raise serious concerns under the antitrust laws.

E. Conclusion

We request that NYBOT take the following steps to avoid the risk of undue harm to
competitors and competition in FCOJ:

1. Cease consideration of any proposed contract change that would restrict FCOJ
futures to Brazil and Florida (even if such a change included a differential contract
for other countries’ products); and either

2. Leave the present contract unchanged (i.e., no restraint on point of origin); or

3. Enact a non-discriminatory contract change that meets customer needs for
percentage-based point of origin labeling.

If NYBOT intends to proceed with a Florida/Brazil contract despite the risks we have
described, we repeat our request that CANYCE provide us with the economic data and analysis
supporting its actions, so that we may respond. We are willing to engage in a dialogue with
CANYCE regarding the types of contract changes that would meet actual customer needs
without impairing competitors and competition.

Very truly yours,

Mo 4 =

Mary N. Strimel

cc: Randy Freeman
Thomas Abrahamson
Jill Fassler, Esq.
Philip Tope
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To: The Commission . / ! /
i
From: The Division of Economic Analysis /|
Subject: New York Cotton Exchange Proposed Amendments to the Frozen Concentrated

Orange Juice-2 (FCOJ-2) Futures Contract, a Regulation 5.2 Request to List
Additional Contract Months in the Dormant FCOJ-2 Futures Contract, and
Conforming Amendments to the Speculative Limit Provisions of the FCOJ-1
Futures and Option Contracts, Submitted Under Fast Track Procedures.

Recommendation:

The proposals appear to comply with the requirements of
Commission Regulation 1.41(b) regarding Fast Track review of
rule changes. Accordingly, the Division recommends that the
Commission take no action to extend or terminate the 45-day Fast
Track review period. Notice of this recommendation is being
provided to the Office of the General Counsel and other interested
staff units on September 22, 1999. Absent action by the
Commission prior- to the close of business on September 27,
1999, 45 days after receipt of the proposals by the Commission,
the proposed amendments to the FCOJ-2 and FCOJ-1 futures
contracts’ rules and the Regulation 5.2 request to list additional
contract months in the dormant FCOJ-2 futures contract will be
deemed approved.

PROCESSING INFORMATION .
. . Submitted Under | _45-Day Fast Track Responsible DEA Staff -

Processed Under | 45-Day Fast Track John Bird 418-5274 [ — 7
Official Receipt Date | 8/11/99 Fred Linse _418-5273 A
Review Period Extended 30 Days | NO Rick Shilts  481-5275 L&(J
REQUEST FOR COMMENT
Federal Register Publication Comments Received Government Agency Comments
08/20/99 (15 days) None. . No other agencies have a regulatory
Citation: 64 Fed. Reg. 45515 role in this futures contact.

INTRODUCTION

The New York Cotton Exchange (NYCE or Exchange) currently is designated to trade
two frozen concentrated orange juice futures contracts, the actively traded FCOJ-1 futures
contract and the dormant FCOJ-2 futures contract. Most of the terms of the FCOJ-1 and
FCOJ-2 futures contracts are the same; the only material exception relates to-certain quality
specifications. In this regard, the FCOJ-1 futures contract provides for the delivery of United
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States Department of Agriculture (USDA) Grade A FCOJ having a Brix value' to acid ratio of
not less than 14.0 to 1 and not more than 18.0 to 1 and a minimum score of 94, with minimum
component quality factors of 37 for color, 37 for flavor, and 19 for defects.? In contrast, the
dormant FCOJ-2 futures contract provides fcr the delivery of Grade A FCOJ having a Brix value
to acid ratio of not less than 13.0 to 1 and not more than 19.0 to 1 and a minimum score of 92,
with minimum component quality factors of 36 for color, 36 for flavor, and 19 for defects.

Both futures contracts permit delivery of FCOJ of all origins, domestic and imported. In
addition, both contracts provide for the delivery of shipping certificates, which require the
certificate issuers to load FCOJ into transportation equipment provided by the certificate holder .
at FCOJ tank storage fagilities, or warehouse receipts which represent FCOJ stored in drums at
cold storage warehouses. The contracts’ delivery points consist of approved delivery facilities
which may be located at Wilmington, Delaware; Newark and Port Elizabeth, New Jersey; in 11
specified courfties in California; and in 16 specified counties in central Florida. FCOJ is

" deliverable at par at the deliver facilities in Florida, Wilmington,: Newark and Port Elizabeth.
FCOJ in delivery facilities in California is deliverable at a discount of 10 cents per pound.
Currently, a trader's combined position in both the FCOJ-1 and FCOJ-2 futures contracts is
subject to speculative position limits of 3,000 contracts in all contract months combined, 1,800
contracts in individual non-spot contract months, and 300 contracts in the spot month.

SUMMARY OF PROPOSED AMENDMENTS

The Exchange has proposed substantive: revisions to its dormant FCOJ-2 futures
contract related to the origin of deliverable product and the pricing mechanism. First, the
Exchange proposes to stipulate that deliverable FCOJ must originate in Florida or Brazil
exclusively. To implement these proposed amendments to the origin requirements for the
FCOJ-2 contract, the Exchange proposes to require that the shipping certificate issuer obtain
from the USDA a Certificate of Quality and Condition that will certify that the delivery FCOJ
originates in Florida or Brazil. In the case of FCOJ delivered against shipping certificates, the
Certificate of Quality and Condition will be issued to the receiver. In the case of delivery against
warehouse receipts, this certificate will be issued to the deliverer upon completion of the
inspection and packing of the FCOJ in drums.® The Division notes these proposed

* Brix vaiue or "degrees Brix,” is a measure of the quantity of solids dissolved in a liquid. In this case, Brix
is essentially a measure of the sugar content of FCOJ. FCOJ consists of water, sugar, orange solids
other than sugar, citric acid and essential oils. In order to be deliverable on the FCOJ-1 contract and on
the FCOJ-2 contract after trading recommences, FCOJ must have a minimum Brix value of 62.5 degrees’
" and a Brix to acid ratio of not less than 14.0 to 1 and not more than 18.0 to 1.

2 To be designated as USDA Grade A requires a minimum total scoring (grading) factor score of 80 points
and minimum scores of 36 points for the color factor, 18 for defects and 36 for flavor. The lowest score
for any one factor determines the grade even though the total score (the sum of the factor scores) for the
lot would otherwise place it in the higher grade. For example, FCOJ having a total score of 93 with a color
score of 38, a defects score of 20 and a flavor score of 35 would be Grade B. In contrast, FCOJ having a
lower total score of 90 with a color score of 36, a defects score of 18 and a flavor score of 36 would be
Grade A. The minimum scores required for eligibility for delivery on the FCOJ-1 futures contract are total
minimum 94, color and flavor 37 each, and defects 19. The minimum scores required for eligibility for
delivery on the FCOJ-2 futures contract would be total minimum 92, color and flavor 36 each, and defects
19.

3 As a condition of regularity, delivery facilities are required to be under continuous USDA inspection.
USDA will provide certification for any defined aspect of quality or origin that can be objectively verified
upon request and payment of an appropriate inspection fee.




amendments to fimit the origins of deliverable product do not affect the existing FCOJ-1
contract, as FCOJ from all origins would continue to be deliverable on the FCOJ-1 contract.

in addition, the Exchange has proposed amendmesis to change the pricing of the
contract, by providing for the trading of the FCOJ-2 futures confract as a component of a
differential price spread between the FCOJ-2 and FCOJ-1 futures contracts during most of the
trading life of a contract month (FCOJ Differential Contract trading). Ip this respect, the
proposed amendments defir.e a long FCOJ Differential Contract as consisting of a long FCOJ-2
futures contract and a short FCOJ-1 futures contract. A short FCOJ Differential Contract is
defined as a short FCOJ-2 futures contract and a long FCOJ-1 futures contract. Prior to the
delivery month, a trader’s position in the amended FCOJ-2 contract (termed an FCOJ
Differential Contract position) would be traded as a single contract (representing the opposite
FCOJ-1 and FCOJ-2 futures components) with prices being quoted on a differential basis. If
the trader holds that position on the second business day préceding the first delivery notice day
for the expiring contract month and thereafter, the proposed amendments provide that, on the
second business day preceding the first delivery notice day for a contract month, each FCOJ
Differential Contract position in that expiring contract month would be divided into its component
'FCOJ-1 and FCOJ-2 positions. Thus, on that date the trader would receive by book entry a
long (short) position in the FCOJ-2 futures contract and an opposite short (long) position in the
FCOJ-1 futures contract. Trading in the FCOJ-2 futures contract will then continue until the first
notice day, with prices being quoted based on the actual value of FCOJ (not the price spread
differential between the FCOJ-2 and FCOJ-1 futures contracts). Trading in the FCOJ-2 futures
contract would end on the first delivery notice day for a contract month, and all positions
-remaining open after the close of trading on that day would be ‘required to be settied by
delivery. These amendments would not change the existing pricing conventions or the trading
and delivery notice periods for expiring FCOJ-1 futures contract month.

The proposed amendments also would make the FCOJ-2 futures contract's quality
specifications (specifications other than origin) identical to those of the FCOJ-1 futures contract.
Other proposed amendments would provide for speculative positior limits of 3,000 contracts for -
each of the FCOJ-1 and FCOJ-2 futures contracts in all contract months combined and 1,800
contracts for each of the FCOJ-1 and FCOJ-2 futures contracts in individual non-spot contract
months. The spot month speculative position limit would continue to be applicable to a trader’s
combined gross position in both the FCOJ-1 and FCOJ-2 futures contracts.

Finally, the Exchange has submitted a proposal to recommence trading in the dormant
FCOJ-2 contract pursuant to the provisions of Commission Regulation 5.2.

ANALYSIS

The proposed amendments are acceptable because thay are consistent with the.
Commodity Exchange Act, the Commission’s Guideline MNo. 1 and Regulation 150 regarding
speculative limits. The amendments related to the origin requirements, pricing provisions and
speculative limits are discussed below. Applying the quality standards currently applicable to
the FCOJ-1 contract to the FCOJ-2 contract is appropriate because these standards reflect the
most common quality of FCOJ produced, imported and used in the U.S. All other terms and
conditions of the FCOJ-2 contract which are’ not being amended, related to the delivery
locations and facilities, contract size, etc., also continue to be acceptable, because they are
identical to the provisions currently applicable to the FCOJ-1 contract and they meet the
requirements of the Commission’s Guideline No. 1, as shown in the attached table.
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Limiting the allowable origins of deliverable FCOJ, to Florida and Brazil, would. not make
the amended FCOJ-2 contract readily susceptible to price manipulation or distortion. In this
regard, a review of the-available data indicates that supplies of FCOJ that would be deliverable
on the amended FCOJ-2 futures contract account for about 90 percent of the FCOJ that is
deliverable on the currently trading FCOJ-1 futures contract. Approximately one-half of the
FCOJ consumed in the U.S. in a typical year is produced in the U.S., mostly in Florida, though
FCOJ is produced in some other states, notably California. The majority of the remaining .
supply of FCOJ consumed in the U.S. is imported mainly from Brazil, though FCOJ is also
imported from.some other countries such as Mexico. Moreover, most of FCOJ delivered on the
FCOJ-1 contract is produced in Fiorida or Brazil. Accordingly, deliverable supplies for the
amended contract should be adequate. Finally, the Division notes that the existing spot month
speculative limit, which applies to a trader's combined FCOJ-1 and FCOJ-2 positions on a
gross position (rather than net) basis, further deters attempts to manipulate the futures contract.

Regardihg the proposal to trade the FCOJ-2 futures as a differential to the FCOJ-1
futures contract, the Commission previously approved trading in: futures contracts priced .in
terms of a differential to another futures contract (e.g., the Coffee, Sugar and Cocoa Exchange
coffee Euro-Diff and the Brazil Diff futures contracts). Those contracts are priced based on the
difference between the price of the CSCE's coffee "C” futures contract and the value of arabica
coffee at European delivery points or the value of coffee of Brazilian origin at U.S. delivery
points, respectively. The only difference between these previously approved futures contracts
and (he amended FCOJ-2 futures contract is that just prior to the delivery period the FCOJ-2
futures contract would be divided into its FCOJ-1 and FCOJ-2 futures components and then
traded based on market values. The Euro Diff and Brazil Diff coffee contracts ruies specify that
those contracts are to be traded as differential contracts throughout the life of a contract month.

The proposal to divide the FCOJ differential contract info its FCOJ-1 and FCOJ-2
components on the second day preceding first notice day for the underlying FCOJ-1 futures
contract is acceptable because it does not violate any provisions of the Act and should not lead
to congestion in the futures delivery process. The unique trading features of the amended
futures contract should not create any impediment to physical delivery of FCOJ for either
contract. Moreover, the proposed trading provisions would not be detrimental to the economic
functions of either contract. Traders would have ample time to plan their trading strategies well
in advance of the date the Diff (consisting of FCOJ-1 and FCOJ-2 futures contracts) is split into
its components and should have sufficient time to execute their trading plans during the limited
period that the FCOJ-2 futures contract trades as an outright futures contract.®

“ In general, the determination as Jo whether a particular lot of FCOJ contains FCOJ produced only in
Florida or Brazil is difficult because the same quality FCOJ is essentially indistinguishable as to the point
of origin. However, it is possible in some cases to make a judgement as to the FCOJ origin based on its
quality characteristics. In this respect, the quality of FCOJ from certain origins typically exhibits certain
characteristics that differ from the characteristics of FCOJ of other origins. For example, FCOJ produced
in Florida frequently exhibits a high flavor score but relatively iow color score, while the reverse is true of
FCOJ produced in California. This is due to differences in the varieties of oranges used to produce the
FCOJ and differences in growing conditions. Defect scores (based on such factors as the presence of
immature seeds) for FCOJ produced using current best practice are almost always 18 or higher.

% As in the case of traders seeking to hedge coffee in Europe or Brazilian coffee in the U.S. using the
coffee differential contracts, traders wishing to hedge Florida/Brazil-origin FCOJ would need to establish a
separate, parallel position in the FCOJ-1 contract, on the same side of the market as the position
established in the FCOJ-2 contract. This is necessary because, at the time the FCOJ-2 differential
contract is divided into its two futures components, the FCOJ-1 position established outright would offset




The proposed amendments related to speculative position limits for the FCOJ-2 and
FCOJ-1 contracts are acceptable:® These amendments are not substantive and are necessary
to accommodate trading under the amended terms of the FCOJ-2 contract. The spot month
speculative position limit would continue to be applicable to a trader's combined gross position
in both the FCOJ-1 and FCOJ-2 futures coniracts.

The Division also has considered that the amended FCOJ-2 futures contract will provide
for the delivery of only Florida and Brazilian origin FCOJ at all of the contract's delivery points,
including the California delivery points. In this regard, the Division notes that the existing 10
cent per pound discount for delivery in California may not fall within the range of commonly .
observed cash market pricing- relationships for generic FCOJ in California relative to the
contract’s other delivery points, as required by the Commission’s policy on the establishment of
locational price differentials.

Cailifornia and other western states regularly import high flavor score FCOJ of Florida
and Brazil origin to bleid with FCOJ produced in ‘California because California FCOJ frequently
has a low flavor score. High flavor score FCOJ produced in Florida and Brazi! generally has a
higher cash market value in California than at the contract’s other delivery points because such
FCOJ must bear the cost of shipping to California for blending. However, Florida and Brazil
FCOJ shipped to Califorpia for blending typically is not merchandized after arrival in California
and, thus, would not be expected to be available for futures delivery. Accordlngly. the amended
FCOJ-2 futures contract's apparent deviation from the Commission's policy on locational price
differentials is acceptable. Application of the existing discount for FCOJ delivery in California in.
satisfaction of the FCOJ-1 futures contract would not be conducive to manipulation of the
FCOJ-2 futures contract given the availability of adequate deliverable supplies at the contract’s
other delivery points. ‘ '

PROPOSAL TO LIST CONTRACT MONTHS IN THE FCOJ-2 FUTURES CONTRACT

As noted above currently the FCOJ-2 futures contract is dormant within the meaning of
Commission Regulation 5.2 Accordingly, the Exchange has submitted a proposal to list
months in this dormant contract pursuant to the provisions of Regulation 5.2.

Exchange staff have indicated that the NYCE believes that it is reasonable to expect
that the futures contract, as amended, will be used for hedging. The Division understands from
the Exchange staff as well as industry sources. that the amended FCOJ-2 futures contract may-
offer improved pricing and hedging utility, because the prices of the amended FCOJ-2 contract
would reflect the value of FCOJ from the primary ongmatlon areas for FCOJ consumed in the
U.S. Moreover, as noted, the Division is of the opinion that the terms and conditions of the
subject contract, as amended, meet the requirements of Guideline No. 1 and believes that the .

the FCOJ-1 position obtained from'the FCOJ-2 differential contract; thereby leaving the trader with an
outright position in FCQJ-2 — the desired hedge position. Retaining this FCOJ-2 position would require
delivery or receipt of FCOJ originating in either Florida or Brazil uniess the posmon was offset before
tradmg in the FCOJ-2 contract ended.

¢ Under the proposal, because each FCOJ-2 differential contract consists of an FCOJ-1 and an FCOJ-2
component, individual traders could hold a maximum of 3,000 FCOJ-1 and 3,000 FCOJ Differential
contracts in all months combined, or 1,800 FCOJ-1 and 1,800 FCOJ Differential contracts in any single
non-spot contract month.




amended futures contract reasonably can be expected to be used for hedging on more than an
occasional basis. Therefore, the request to list months in the dormant contract should be
approved pursuant to Regulation 5.2. '

Attachments
Draft letter to the Exchange
Exchange submission dated August 11, 1999

Supplemental submission dated August 11, 1999 proposing to list new contract months under
Regulation 5.2

Supplemental submission dated August 11, 1999 containing deliverable supply data




U.S. COMMODITY FUTURES TRADING COMMISSION
. Three Lefayette Centre
1155 218t Street, NW, Washington, DC 20581
Telephone: (202) 418-5260
Facsimile: (202) 418-5527

DIVISION OF ., September 28, 1999
ECONOMIC ANALYSIS

Ms. Jill S. Fassler

Associate General Counsel ' -

Citrus Associates of the New York Cotton Exchange, Inc.

4 World Trade Center o
New York, New York 10048 , I

Re: Notice that proposed amendments to the FCOJ-2 futures contract .
have been deemed approved; and that the request under
Commission Regulation 5.2 to list additional contract months in
the FCOJ-2 futures contract has been deemeu approved. ‘

Dear Ms. Fassler:

By correspondence dated August 11, 1999, the Citrus Associates of the New
York Cotton Exchange, Inc. (NYCE) submitted, pursuant to Section 5a(a)(12) of the Act,
7 US.C. § 7a(a)X12), and Commission Regulations 1.41(b) and 5.2, proposed
amendments to the FCOJ-2 futures contract and a request to list additional contract
months in that contract. The proposals were submitted under the 45-day Fast Track-
procedures of Commission Regulation 1.41(b). ‘

The Division has reviewed the materials submitted by the NYCE and has
determined that the proposed amendments to the futures contract appear to meet the -
Fast Track review requirements of Commission Regulation 1.41(b). Accordingly, you
are advised that, as of the close of business on September 27, 1999 the proposed new
Section 79 - Scope of Chapter, amendments to Section 82, and amendments to
Trading Rules 1, 3, 6, 31, 44, 47, 50, and 63 were deemed approved pursuant to
Sectior: 5a(a)(12) of the Act, 7 1).S.C. § 7a(a)(12) and Regulation 1.41(b).

Sincerely,

g Ll 7
S 4
/4 Mielk:/

Acting Director




ATTACHMENT

Review of Amended Terms and Conditions of the FCOJ-2 Futures Contract

Futures Term

Exchange Proposal

Comment/Analysis

Commodity
Characteristics

'FCOJ meeting specifications identical to
the requirements of the FCOJ-1 futures
contract except that the FCOJ must have
been produced in Florida or Brazil, or be a
blend of such FCOJ.

Acceptable. Same quality specifications
adopted for the FCOJ-1 contract, which
reflect commercial standards.

Delivery Points

Delivery in Florida, New Jersey and
Delaware would be at par. Delivery in
California would be at a discount of 10¢
per pound.

Acceptable. All delivery facilities regular for
delivery of FCOJ-1 are also regular for
delivery on the FCOJ-2'contract.

Delivery
instruments

Shipping certificates which obligate the
certificate issuer to deliver FCOJ meeting
contract specifications into transportation
equipment provided by the certificate

holder at the issuer’s delivery facility. One’

year after a certificate is issued, the issuer
is perrnitted to convert an outstanding
shipping certificate into a warehouse
receipt representing a specific lot of FCOJ
stored in drums. Certificate holders are
required to pay issuers fees (tariffs) for
storage, handling, interest, insurance and
other items applicable to the delivery
FCOQJ. The tariffs charged by the issuer
must be satisfactory to the Exchange.

Acceptable. The delivery instruments for
the FCOJ-2 contract are the same as thase
used for the FCOJ-1 contract. Though
shipping certificates are not used in the
cash market, shipping certificates are
acceptable in view of the through-put nature
of the FCOJ delivery facilities. The tariff
provisions are identical to those applicable
to FCOJ-1 contract deliveries. The tariff
applicable to each regular delivery facility is
set forth in the Exchange's "Delivery Cost
HandbooK.” The delivery facilities are not
public storage facilities.

Eligibility
Requirements
for Shipping
Certificate
‘ssuers

Issuers must be approved by the NYCE.
Issuers must "have the capacity,
equipment and ability to handle and
deliver [FCOJ).” and meet safety, USDA
inspection requirements and financial
condition requirements including a
minimum working capital of $2,000,000
and have a letter of credit for $1,000,000.

Acceptable. The requirements are identical
to the provisions applicable to the FCOJ-1
contract. ’

Inspection
Procedures

Shipping certificate issuers (warehouse
receipt issuers) are responsible for
arranging and paying for the cost of USDA
inspection of delivery FCOJ to determine
whether it complies with the contract's
quality and origin standards.

Acceptable. The requirements other than
those relating to origin are identical to the
provisions applicable to the FCOJ-1
contract.

Delivery
Procedure

The certificate issuer must load out the
FCOJ commencing no later than 10
calendar days and ending no more than
30 business days after the cerlficate
holder demands load out of the FCOJ.

Acceptable. The requirements are identical
to the provisions applicable to the FCOJ-1

‘contract.

Contract Size

15,000 (£3%) pounds of FCOJ solids.

Acceptable. The contract size and related
specificatinns are identical to those
applicable to the FCOJ-1 coniract.

Trading Months

January, March, May, July, September,
and November.

Acceptable. The trading months are
identical to those for the FCCJ-1 contract.
As discussed above, the amended contract
terms provide for levels of deliverable




Futures Term

Exchange Proposal

Comment/Analysis

supplies which will not be conducive to price
manipulation or distortion in those months.

Trading Hours | 10:15 a.m. to 2:15 p.m. Any hours are acceptable.
Last Trading First business day of the expiring contract | Acceptable.

Day month. : .
Pricing Basis In dollars and cents per pound of FCOJ Acceptable. The requirements are identical
and Minimum | solids, in increments of $0.0005 per to the provisions applicable to the FCOJ-1

Tick pound ($7.50 per contract). contract.

Daily Price Limit

$.05 per pound ($750.00 per contract),
except in the spot month and next
deferred contract month where a daily
limit of $.10 per pound is applicable .
($1,500.00 per contract).

Acceptable. The proposed requirements
are identical to the provisions applicable to
FCOJ-1 contract. The differential pricing
aspects are discussed above.

Speculative
Position Limits

" Net long or short, 1,800 contracts in any

individual non-spot contract month and
3,000 in all contract months combined in
FCOJ-1, FCOJ-2 ( including FCOJ
differential contracts until unbundled), or
options.

300 contracts gross in FCOJ-1 and FCOJ-
2 combined, effective at the
commencement of trading on the

business day before the first calendar day
of the spot month.

Consistent with the requirements of Part
150 of the Commission’s regulations.
FCOJ-2 differential contracts would consist
of offsetting positions in FCOJ-1 and FCOJ-
2. The FCOJ differential contracts would be
unbundled into the two component contracts
at the close of trading on the second
business day preceding the first notice day
for the spot month, thus, no spot month limit
is proposed for trading in the FCOJ
differential contract.

Appropriate in light of expected deliverable
supply.

Reportable
Position Level

25 contracts.

Acceptable. Minimum level set by
Commission for non-specified contracts.
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Citrus Associates of the New York Cotton Exchange, In

4 WORLD TRADE CENTER :
NEW YORK. N.Y. 10043

BY FACSIMILE and FEDERAL EXPRESS ,CT??‘C[ZQ

Ms. Jean A. Webb

Secretary to the Commission

Office of the Secretary

Commodity Futures Trading Commission
Three Lafayette Centre

1155 21* Street, NW
. ~ Waskington, DC 20581

Re: Amendments to FCOJ-2 Futures Contract -
ission Pursuant to Co sio ati 4 - Fas¢

Dear Ms. Webb:

Pursuant to Section 5a(a)(12)(A) of the Commodity Exchange Act and Commission
Regulation 1.41(b), the Citrus Associates of the New York Cotton Exchange, Inc. (the
“Exchange™) submits amendraents to its Frozen Concentrated Orange Juice No. 2 futures
contract (“FCOJ-2"), attached as Exhibit A.

The existing contract market for Frozen Concentrated Orange Juice (“FCOJ™) calls for
delivery of FCOJ-1 or FCOJ-2. Currently, the differences between FCOJ-1 and FCOJ-2 goto
differences in quality characteristics. However, FCOJ-2 has rever been listed for trading,

The amendments alter the juice that is deliverable under FCOJ-2 as well as how FCOJ-2
will trade. The amendments to FCOJ-2 call for the delivery of juice with the same specifications
as FCOJ-1 with the single exception of the country of origin. FCOJ-2 requires the delivery of
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100% Florida, 100% Brazil or blends thereof, while FCOJ-1 has no such requirements.

So as not to dilute open interest and trading in FCOJ-1, the amendments have FCOJ-2
only trade as a component of the differential spread between FCOJ-2 and FCOJ-1 (hereinafier

referred to as “the Diff") for most of its trading life. The amendments define a long position in

the Diff as being long FCOJ-2 and short FCOJ-1 and a short posmon in the Diff as bcmg short
FC(QJ-2 and long FCOJ-1.

In order to have an cfficient and orderly expiration and delivery process, FCOJ-2 will
trade as a component of the Diff until the close of trading on the second business day prior to
" first notice day. At the close of trading on the second business day prior to first notice day, the
Diff positions wiil be unbundled into their respective FCOJ-2 and FCPJ-1 components. FCOJ-2
will then trade as an outright until noon of the first notice day. For example, if the first notice
day is 2 Monday, the FCOJ-2 would trade only as a component of the Diff until the close of
trading on the prior Thursday. On Thursday night, the Diff positions would be unbundled into
_ positions in the FCOJ-2 contract and the FCOJ-1 contract. On Friday, FCOJ-2 would begin to
trade as an outright until noon on Monday. The time period from Thursday night until noon
. Monday will allow for market participants to adjust their positions as necessary.

The amendments effectively make the deliverable supply of juice for FCOJ-2 a subset of
FCOI-1 deliverable juice. In other words, juice meeting the requirements of FCOJ-2 can be
delivered as FCOJ-1 but not the reverse. Juice meeting FCOJ-2 delivery requirements
historically constitutes approximately 90% of all FCOJ deliverable supply, (sec the Chart which

is attached as Exhibit B). Therefore, there is an adequate deliverable supply of juice which meets
FCOIJ-2 requirements.

The amendments further provide that the Diff have speculative position limits of net 1800
contracts in any one month and net combined of all months of 3000 contracts. Since the Diffis
unbundled on the evening tefore the spot month begins, the Diff will not exist during a spot
month and, therefore, no position limits are set for the spot month. However, after unbundling,
the amendments require that FCOJ-1 and FCOJ-2 have a spot month position limit of 300
contracts gross. Existing aggregation provisions (Citrus Rule 63) would apply to FCOJ-2.

The Exchange’s Board of Directors approved the amendments at their meeling on

August 11, 1999. No substantive opposing vicws were expressed by members or others with
respect to the amendments.

~ The Exchange intends to make the amendments eftective on October 1, 1999 with the
commencement of trading of the Diff.
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If you have any questions, please contact me at 212-742-6247, -

Sincerely,

: : “Iill S. Fassler
k : Associate General Counsel

i Ene. , .
ce:  David Van Wagner :
CFTC, Division of Trading and Markets
Frederick Linse .
CFTC, Division of Economic Analysis
Marvin Jackson
Allen Cooper :
CFTC, Eastern Regional Office '
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(In the amendments below, additions are underlined and deletions are bracketed and lined out.)

CTS (186]-79-84)

¢) optiops op FCOJ-

ECOJ:2 T | trade o s3c nen h ad betw COJ-2
-] futurcs contr T 1ik in h (hercafier kno “FCOJ Differenti

: S ifferentia pcts shall be assigned and F ) IIes posits
ollowj .2l COJ Differential position shall igned a COJ-2 res
it ort FCOJ- osition. A FCOJ Di ial position 1

shoet FCOJ- osition long FCOJ- es positi
EXHIBIT A
1

P.0O5
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*SECTION 82 " FROZEN CONCENTRATED ORANGE JUICE
TENDERABLE AGAINST EXCHANGE CONTRACTS

(a) FCOJ-1; "U.S. Grade A with a Brix value of not less than 62.5** degrees having a
" Brix value to acid ratio of not less than 14.0 to 1 nor more than 18.0t0 1
and a minimum score of 94, with the minimums for the component factors

fixed at 37 for color, 37 for flavor and 19 for defects, [~}

®  FCOl2: [“B-S—6rade Ay withra Brix-valuc-of not less-than-62-5%4-degrees-having
. " aBricvaletoaridratioof notesy thar 13:6-to-+nor more thar 19:0-40

orida origin 1009 igin. o)

nsﬁmqualltyoffmmmuadomejm!hnu
ddwcmbbmduﬁxnhangecoma,pmwdedthaﬁnzmmwnmcdormge]mcewnhaan
valncofnmthan“demshallbccalculatedashavmg?lﬁpoundaofsoh&pergaﬂon
delivared. The United States Standards for Grades of concentrated orange juice for manufacturing
effective November 17, lmshanbcusedasd\eStandatdsforthcypdeandqnalnyofanﬁum
concmmwdmepncedclwwedmconmforﬁmneddwuy In the cvent of an amendment to
the official U.S. Standards for Grades of concentrated orangs juice for manufacturing, such

. mMSMMWeMW&r&hvmmMWd&cﬁeﬁwdﬂcofmh
Standards.***

*The quality for FCOJ on amended FCOJ is that set forth in Section 82 (a); deliveries commenced with the
January 1992 contract.

The quality for "original* FCOY is set forth in Section 82 (b) and ceased being deliverablo after the |
November 1991 contract.

*~Minimum Brix value for delivery is now 57 degracs but commencing with
September 1994 deliveries, the minimnm for deliveries was changsed to 62.5.

*44The last amendmens to such Standards was effective January 10, 1983.
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RULE 1

(3)

RULE 3

(=)

®)

(©)

RULE §

(h)

RULE 31

®

TRADING RULES
TRARING (1-10)

EXCHANGE HOURS

The hour for opening the Exchange for trading in FCOJ{=1] futures contractg and
FCOJ-1 options contracts shall be 10:15 a.m. and the Exchange shall remain open
for trading until 2:15 p.m.

CONTRACT MONTHS

Futures trading in shall be conducted in and be confined to contracts providing for

delivery in the months of January, March, May, July, September, and November.
(Seg Rule 47(a))

No futures trading shall be permitted beyond the eighteenth month after the

current month except for January futures which always will have the two pearest
January's listed for trading. :

No options contracts ahall be made or recorded for any month éxcept those
months authorized in Chapter S of the Rules.

PRICE LIMITS

* * *

ice limi ibed in subparagra above do not 2pply to FCOJ

Differential contracts, :
QUALIFICATIONS

* *x *
USDA Inspection

3
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(2)  Inthe conduct of continuous inspection, the USDA may conduct such
tests, as they deem necessary, to provide assurance that the FCOJ meets

the requuements set forth in By-Law 82 MLCQUMF_CQLZ.___
USDA shsll jssue 8 Ce :ﬁ i

COI-Z: } ¢ ida, “ "
.8 1 2 f 'n .

(A) MMUMMQLMM
e US h igsue a

»@w_gwwm
upon inspection and packing of the drum. -

1

{REMAINDER OF RULE UNCHANGED)

RULE 44 SHIPPING CERTIFICATES - FROZEN CONCENTRATED ORANGE JUICE

A}  ECOJ-l

The following form of Frozen Concentrated Orangc Juice Shnppmg Certificate shall be
used:

CITRUS ASSOCIATES OF THE NEW YORK COTTON EXCHANGE, INC. (Exchange)
FROZEN CONCENTRATED ORANGE JUICE (FCQI-1) SHIPPING CERTIFICATE SOR
DELIVERY IN SATISFACTION OF AN EXCHANGE CONTRACT.

- { Tank Faciity .

Located at

Tank Facility N

Shippi ificate No

This is to certify that the aforesaid tank facility has on hand and shall deliver to bearer 15,000 lbs.
solids (plus or minus 3%) of frozen concentrated orange juice (FCOJ-1) at the unloading platform

4
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\

of said facility meeting the specifications for deliverable frozen concentrated orange juice under
the By-Laws, Rules and Regu!ations of the Exchange upon the surrender of this shipping
certificate and the payment only of all unpaid storage charges duc to the facility for periods
subsequent to the date of the issuance of this certificate and of such load-out charges which have
not been previously paid to the facility. '

TERMS AND CONDITIONS

(1) ()  Thefacility agrees to deliver for shipment the frozen concentrated orange juice
(FCOJ-1) commencing no later than 10 calendar days ("Day 10") and ending no
Jater than 30 business days (“Day 30*) after the datc of demand by the holder. All
requests for delivery made by a single holder or a nomince of that holder within a
five day continuous period may be declared to be a batch and will be subject to the
same date of demand. For purposes of this certificate, the term "date of demand®
means the date on which the facility raceives the shipping certificate, or in the casc
of the batch being declared by the facility, the term "date of demand” will refer to
the first date of receipt of the certificate in such declared batch, and the term
*multiple demand” means demands by the same person for delivery on 2 or more
'centificates with identica! dates of demand.

() Al other rules that govern the times of delivery ma'y be suspended if a
v facility requests :he Warehouse and Delivery Committee to determine if an

. inappropriate number of requests for delivery during any given period of
physical deliveries have been received. '

(i) . The facility will immediately contact the Secretary of the Exchange, or his
designees. The information regarding delivery requests will be promptly
- relayed to the Warchouse and Delivery Committee. The Committee or a
‘Panel of the Committee appointed by the President will decide ifan
inappropriate number of requests has been made. If they sa decide they
.will set up a schedule of deliveries that will permit all deliveries to occur
during a period not to exceed 30 business days from the demand date.

()  Inmaking deliveries within the time period set forth in this certificate, the facility
shall use its best efforts to make prompt deliveries in an orderly manner, including,
but not limited to, the making of weekly pro-rata deliveries, beginning during the
week within which Day 10 falls, to satisfy multiple demands outstanding.

()  Inthe event that the facility is unable to make available frozen concentrated orange
juice (FCQJ-1) before the ead of Day 10 then:

(1) the facility shall pay as penalty to the holder $150 a day for each business
day after Day 10 that the facility is unable to fulfill this certificate;

(d)  Theholder and the facility shall use their best efforts to coordinate dates and times

5




. Aug-11-99 02:31 CSCE Executive Dept 212 742 6032 P.10 .

@

&)}

@

)

(©)

within which the frozen concentrated orange juice (FCOJ-1), in satisfaction of
shipping certificate(s), will be made available and picked up.

In the event that the facility is unable to make available frozen concentrated orange
juice (FCOJ-1) before the end of Day 30, then:

(i) . the facility shall pay as a penalty to the holder $150 a day for each business
day after Day 30 that the facility fails to fulfill this centificate; and

(i)  storage charges incurred through Day 30 remain in cffect; however,
storage charges arising after Day 30 shall be waived; provided, however,
that if the holder does not adhere to the schedule called for in Section
(1)(d) of this certificate, then the above penalty shall not apply and a new
Day 10 and/or Day 30 may be commenced on any certificate(s) upon which
the schedule was violated. _

The facility agrees to deliver for shipment the frozen concentrated orange juice
(FCQJ-1) at a maximum temperature of 20 degrees Fahrenheit.

in the event of a failure of the holder of this certificate to pay storage for three
months, the vndersigned reserves the right to sell or dispose of the frozen
concentrated orange juice (FCOJ-1) hereunder and claims a lien against the frozen
concentrated orange juice (FCOJ-1) or against the person entitled under this
document or on the proceeds thereof in his possession for charges for storage,
transportation, loading, handling (including the demurrage and terminal charges),
labor and other charges present or future in relation to the goods and for expenses
necessary for the preservation of the goods or reasonably incurred in their sale
pursuant to law.

This shipping certificate is sulyct to conversion to a warehouse receipt requiring
delivery by drums of FCOJ-] upon demand of the facility after the aqmanon of
one year from the date hereof. In case of such demand, the facility shall give notice
thereof to the hold2z of this certificate if its identity and location have been
furnished to the facility. The holder of this certificate should notify the facility of its
identity and location not later than one year from the date hereof, failing which,
delivery of the frozen concentrated orange juice (FCOJ-1) represented by this
certificate may require conversion to a warehouse receipt prior to its delivery.
Notice of the holders identity and location shall be held confidential by the facility.

(a)  This shippng cxrtificate may not be izndered in satisfaction of an Exchange
contract under ine By-Laws, Rules, and Regulations of the Citrus
Associates of the New York Cotton Exch: nge, Inc. unless this certificate
has beea registered and assigned 2 number by the Exchange Registrar.
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(b)  The By-Laws, Rules, and procedures of the Citrus Associates of the New
York Cotton Exchange, Inc. limit the number of shnppmg certificates that
the. Excbange is obligated to register.

6) UNLESS THE SHIPPING CERTIFIC ATE IS SIGNED, REGISTERED AND
- PROPERLY ENDORSED BY THE REGISTRAR WITH THE EXCHANGE
SEAL IT MAY NOT BE USED FOR EXCHANGE PURPOSES.
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Signed at

Tank Facility
Dated: By:
Authorized Signatory of
Licensed Pacihty

Assigned #

Date:

By:

Exchange Registrar

THIS SHIPPING CERTIFICATE MAY O'NLY BE CANCELED UPON NOTICE TO THE REGISTRAR'S
OFFICE

B) FCOJ-2

The following form of Frozen Concentrated Orange Juice Shipping Certificate shall be
used: B o

CITRUS ASSOCIATES QOF mﬂlzw__QQYORK ngg
. ' CONCE TED ORANGE JUICE (FCOJ-2)SHIPPING CER'
DELIVERY IN SATISFACTION OF AN EXCH

Licensed Tank Facility

1 ocated a
Tank Facility No. '
Shipping Certificate No.

Mmmxmwsmmmw
solids (plus or minug 3%) of frozen concentrated orange juice (FCQJ-2) at the gg!oadmg plattorm
of said facility mecti e ificatio tor liverable froze; ted oran ice under
the By-Law and R ions o xchange upon the surrender of this shippin

certific. d the pa nly of all unpeid storage charges to the facilj riods

subsequent to the date of the issuance of this certificate and of such load-out charges which have
not been previously paid {0 the facility,

1) (8) The facility agrees to deliver for shipment the frozen concentrgted orange juice

8
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FC0J-2) commencing no later than 10 calen ays ("Day 10") and ending no
ater than 30 busin "Day 30" te of d the holder. All
fe s for delivery made by a single holder or 3 nominee of that holder within a

fiye day continuous period may be declared 1o be a batch and will be subject to the
same date of demand. For purposes of this certificate, the term "date of demand®

means t te on which the facility receives the shipping certific 7 in the ca
{the batch being declared by the facility, the term * f demand” will refer to
the first date of receipt of the certificate in such declared bat e tery
"multi] " s demands by the same person for deliv 2 or more
certificates with identical dates of demand,

b

1

[0 All other rules that govern the times of delivery may be suspended if a
facility requests the Warehouse and Delivery Committee to determine if an
-ingppropriate number of requests for delivery during any given period of
physical deliveries have been received,

v (i)  The facility will immedistely contact the Secretary of the Exchange. or his
csignees. The information regarding delivery requests will be ‘
relayed to the Warehouse and Delivery Committee, The Committee or a
» Panel of the Committee appointed by the President will decide if an
inappropriate pumber of requests has been made, If they so decide they
will setup 3 schedule of deliveries that will perzit all deliveries to occur
ing a period not to exceed 30 business d t d date, .
(b)  Inmaking deliveries within the time period set forth in this certificate, the facility
hall use its best effo 8 jveries in an orderly manner, includi
but not limited to, the making of weekly pro-rata deliveries, beginning during the
week within which Day 10 falls, to satisfy multiple demands outstanding.
{c)  Inthe event that the facility is unable to make available frozen concentrated orange
iui -2) be end of Day 10 then;
(1) ' the fagility s s penalty to the holder $150 a day for each business
ay after Day 10 that the facility is unable to is certificate;
{(d)  The hol the facility shall use their best effo coordi ates and times
* within which the frozen concentrated orange juice (FCOJ-2), in satisfaction of
ipping certificat will be made available icked u

(&) Inthe event that the facility- i5 unable to make available frozen concentrated orange
juice (FCOJ-2) before the end of Day 30, then;

[6))] the facility shall pay as a penalty to the holder $150 g day for each bysiness

da ay 30 that the facility fails to fulfill this certificate: and

9




(i)  storsge chargesi ed throu 30 remain in ¢ffect; however.

storage charges arising afier Day 30 shall be waived: provided, however,
that if the holder does not adhere to the schedul ed for in Section

1)(d) of this certi cn the abov Ity shall not apply and 8 new

Day 10 and/or Day 30 may be commenced on any certificate(s) upon which

the schedule was violated,

The facility agrees to deliver for shipment the frozen copcentrat.»d orange juice v
(FCOJ-2) at a maximum temperature of 20 degrees Eahrenhe_it, v

In the event of a failure of the hol f this certificate to pay sto éfo pg

ths, the undersigned reserves the ri ell or di
conc jui -2) hereyn claims 2 lien against the fr
conc ted orange jujce (FCOJ-2) or agai e person entitled ynder thi
document or on the proceeds thereof in his possession for charges for storage,
transportation, loading, handling (including th terminal charges
labor and other charges present or future in relation to the goods and for expenses

ecess or the preservation of the goods or reasonably incu i

pursuant 1o law,

This shipping cectificate is subject to conversion to a warehouse receipt requiring
delivery by drums of FCOJ-2 upon demand of the facility gﬁq thg ﬂxrauog of

one vear from the date hereof In ¢ f d , tice
th tot der of this certificate if its identi d location have

ished to the facility. The holder of thi ificat )t} ti e facility of its
identity and focation not later than one year from the date hereof, failing wh!ch,
delivery of the frozen concentrated orange juice (FCQJ-2) re m}gd_hgm

i equire conpversion to a wareh receipt prior to i

Notice of olders identity and location shall be bel conﬁdenpa]mmg_fmm

(a)  This shippin ificate may not be tendered in satisfaction of an Ex
contra h - vle lations of the Citrus
Associates of the New York Cotton Exchange, Inc. unless this certificate
has been registered and gssi a pumber b xchange Registrar,

(v) The By-Laws, Rules ¢ Citrus Associates of the New

- York Cotton Exchange, Inc. limit the nymber of shipping certificates that
the Exchange iy obligated to register,

10
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(6) UNLESS THE N ATE 1S S REGISTERED AND PROPERLY

ENDORSED BY THE REGISTRAR WITH THE EXCHANGE SEAL IT MAY NOT BE USED
FOR EXCHANGE PURPOSES,

Signed at
Tank Facility
Dated: By:
Authorized Signatory of Licensed Facility
Assigned #
Date:
By:
Exchange Registrat

THIS SHIPPING CERTIFICATE MAY ONLY BE CANCELED UPON NOTICE TO THE
REGISTRAR'S OFFICE.

RULE 47 TRADING MONTHS, NOTICES AND DELIVERIES
» L4 »
(c)  Last Trading Day

(1)  The last day of trading in FCOJ-1 futures is the 15th la.'st business day of

the month.
(2)  The last day of trading in FCOJ-2 futures i3 the first business day of the
month, -
& » E

(d)  FCQI-2 Futures contracts shall trade only as a component of the FCOJ Differential

until the close of trading on the day business preceding first notice day,
e 0]- de as an outright fitures contract as well
component of a spread until its last day of trading as set forth in Rule 47(c).
([d]e) First and Last Delivery Days
» *
(felD Procedures Re Notices
L ] »
11
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(E) [the] noticeg shall be in the following form, or in a form substantially
similar that is acceptable to the Commodity Clearing Corporation:

RULE 47
a) ECOJ-1
CITRUS ASSOCIATES OF THE NEW YORK COTTON EXCHANGE, INC.
. NOTICE OF DELIVERY FOR FROZEN CONCENTRATED
ORANGE JUICE (FCOJ-1) CONTRACT
CC”: No. INTERNAL REFERENCE NO.

ISSUE DATE

TO: Commodity Clearing Corporation

PLEASE TAKE NOTICE THAT, on__ ' in accordance with
and subject to the By-Laws and Rules of the Citrus Associates of the New York Cotton
Exchange, Inc., we shall deliver 10 the clearing member(s) designated by the CCC
contract(s) with the following specifications;

For each contract ___ ‘warchouse receipt(s) (drum)/or _____ shipping certificate(s) l(tank), will
be delivered representmg 15,000 pounds percent more or less, of solids of frozen concentrated

orange juice (FCOJ-1) at the notice price of cents per pound from the following
warehouse/delivery point:

Prefix Warehouse/Delivery Point*
Number Name

Clearing Member Name and Number
Print Name Print Nusaber

Authorized Signatory  (Sign)

Authorized Signatory Print Name

Telephone

Date

12
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DELIVERED TQ THE OFFICE OF THE COMM '
CORPORATIQN PRIOR TO 6:00 P.M. ON BUSINESS DAY PRIOR TO NOTICE DAY,

3

Separate potice forms must be completed for each Warehouse or Tank facility delivery point,

Such Notice, if issued and tendered as herein provided, shall be accepted by the clearing
member of the Exchange receiving such notice.

The difference between the price of every contract on which such Notice is tendered and

the price at which the Notice is issued shall be paid on the day following the date of the
Notice.

The failure on the part of the holder of any Notice to notify the issuer thereof, as provided
therein, shall subject him to a penalty of One Hundred Twenty-Five Dollars for cach
Notice, to be paid to the issuer thereof, the contract to remain in full force,

The Secretary, or his representative, shall at the close of the Exchange on the day-previous
to each Notice day, post upon the bulletin of the Exchange the price at which Notices shall
be issued on the following day. The respectivc frozen concentrated orange juice (_EQQL]__)
shall be paid for at the Notice price plus or minus the difference between said price and the
settlement price the day previous to delivery as determined by the Exchange.

. b FCOQJ-2
CITRUS ASSOCIATES OF THE NEW YORK COTTON EXCHANGE, INC,

NOTICE OF DELIVERY FOR FROZEN CONCENTRATED
G 1CE (FCOJ-2) CONTRACT '

CCC No INTERNAL REFERENCE NO.
ISSUE DATE__
TQ: Commedity Clearing Corporation
PLEASE TAKE NOTICE THAT, on in accordance with an
subject to the By-Laws and Rules of the Citrus Associates of the New York Cotton Exchange,

Inc., we shall deliver to the clearing member(s) designated by the CCC contract(s) with the

For each contract warchouse receipi(s) (drumYor shipping certificate(s) (tank). will be delivered
rewresenting 15,000 pougds, 3 percent more or lcss, of solids of Gozen concentrated orange jujce

13
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(FCOJ-2) at the notice price of cents per pound from the following warehouse/delivery point:

Prefix Warehouse/Delivery Point®

Number Nameg
Clearing Member Name and Number
Print Name Pdnt Number
By:
Authorized Signatory  (Sign)
' Authorized Signatory Print Name
' Telephone
Date
‘ (0} :] OFFICE OF THE ODITY CLEARN

CORPORATION PRIOR TO 6;00 P.M. ON BUSINESS DAY PRIOR TO NOTICE DAY.

*_Separate notice forms must bev completed for each Warehouse or Tank facility delivery poi'nt.

Such Notice, if issued and tendered as herein provided, shail be accepted by the clearing
member of the Exchange receiving such notice,

The difference between the price of every contract on which such Notice is tendered and
the price st which the Notice is issued_shall be paid on the day following the date of the

Notice,

The failure on the part of xhgi holder of anyNotice to notify the issuer thereof, 3s provided
therein, shall subj i of One Hundred Twenty-Five Dollars for each
Notice, to be pai the issuer thereof, the contract to remain in full forc

orhisr entative. shall at the close of the Exchange on the evio

10 cach Notice day, post upon the bulletin of the Exchange the price at which Notices shall
be issyed o ollowing dav. The respective frozen concentrated orange jui COJ-2
shall be paid for at th tice price plus or minus the difference betweeq said price and the
settlement price the day previous to delivery as determined by the Exchange.

14
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RULE 50 DELIVERY OF INVOICE AND DOCUMENTS

35478

(2)

®)

For purposes of this Rule, and the Exchange's Warehousing and Delivery Rules,
storage charges arc all those charges set forth in the Licensed Fauhty‘s tariff
published pursuant to Rule 32(f).

a)

D iy

On drum delivery, the deliverer shall tender to the recciver before 1:00
p.m. on the day prior to the day of delivery the following documents: an
Exchange Certificate; a Certificate of Quality and Condition issucd by the
U.S.D.A.; a Packer's Manifest showing drum numbers, net weight, Brix,
Brix to acid ratio and pounds of solids; a document evidencing storage
charges pmd through at least the end of the delivery month and a ,
completed invoice. In addngor_l, ifFCOJ-2 i dglxvg;gg, the deliverer shall
also te) C ifica Origin issued by the U S D, A

[REMAINDER OF RULE UNCHANGED]
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(In the text of amendments below, additions are underlined and deletions are bracketed and lined
out.)

RULE 63 SPECULATIVE POSITION LIMITS
(a) . Position Limits

(1)  The limit on the maximum net long or net short position on a futures
_equivalent basis which any one person may bold or control under contracts

for futures delivery of Frozen Concentrated Orange Juice ("FCOJ") or
options thereon is:

($5)] Wmﬁmspotmnﬂ!ﬁ)‘[ﬁ)m 1800 in any other
month, and [(](b) 3000 in all months combined.

In addmog, effective at the commencement of trading on the business day
before the first calendar day of the expiring month, the maximum gross

long and/or short posgition that any one person may hold or control in the

spot month ig 300 contracts, '
e (2) The limit on the maximum net long or net short position on 3 futures
. asis whic| one person hold or control under contracts
for future delivery of FCOJ gmmmm

a lBOOman mon! 3000 in all m mbined.

[REMAINDER OF RULE UNCHANGED)
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Citrus Associates of the New York Cotton Exchange, Inc.
4 WO D TRADE CENTER Sy P,En
NEW YORK, N.Y. 10048 [

S IR I

BY FACSIMILE and FEDERAL EXPRESS

99-35
August 11, 1999

Ms. Jean A. Webb

Secretary to the Commission

Office of the Secretary

Commodity Futures Trading Commission
Three Lafayette Centre

1155 21% Street, NW

Washington, DC 20581

Re: Amendments to FCOJ-2 Futures Contract -
~ Supplemental Submission Pursuant to Comml.,smn Regulation 1 4l(b) Fast Track

Dear Ms. Wetb:

In a letter dated August 11, 1999, the Citrus Associates of the New York Cotion
Exchange, Inc. (the “Exchange”) submitted ameadments to its Frozen Concentrated Orange Juice
No. 2 futures contract (“FCOJ-2"), in accordance with Section 5a(a)(12)(A) of the Commodity
Exchange Act (*Aci”) and Commission Regulation 1.41(b). Please note that in addition to the
cited sections of the Act and Regulations, the Exchange also makes its submission pursuant to
Rule 5.2 of Part 5 of the Commission’s Regulations.

If you have any questions, please contact me at 212-742-6247.

Sincerely,

-

Jill S. Fassler
Associate General Counsel

cc: David Van Wagner
CFTC, Division of Trading and Markets
Frederick Linse
CFTC, Division of Economic Analysis
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