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Augugt 5, 1993

Vi.a owernicrhts MaiL

lls . ,tean A. Webb
Secretari,at
Couurodi ty Fulures Trading Comiseion
2033 K SEreet, N.W.
waahingt,on, D.C. 20581

Re: National !'utures Ageociation: Proposed Ar0endsentE tso

Articles VI, VfI, VIII and XI of NFA'g Articlea of
Incorporacion and NFA Bylaws 301, 507 and 1505

Dear Me. Webb:

Purauant !o section 1? ( j ) of the Comodity E:<change
Act, as auended, Nationat Suture8 AEgociation ("NFA') hereby
subnitg co tslre CourodLty Fulures Trading Comiegion ("CoEatis-
Eion") propoaed a.mendDenla to Articles VI, VII, VIII and XI of
NFA'B Arciclee of Incorporalion (r'ArticlEs") and to NFA BylawE
301, 507 and 1505. The Artsicleg amendmentg were ratified by
NFA'g Board of DirectorB (trBoardtr) on February 25' f993 and May
20, f993, and hawe aince been adoPted by a !wo- thirda vote of
tshose NFA Member6 actually voting in the Contract Marke! category
atrd a majority of thoEe lteDbers aclually voting in the FCU, LTM
and IB "itegory and tshe Industry Participant category. The Bylaw
amend.nentss were adopted by che Board on February 25' f993,
contingent upon memberahip approwal of the Arlic1es aEetrdnentE.
NFA intendE to make the arnendnents effective ten dayE after
receip! of thie subrriseion by the ComieEion unles6 lhe Com.i e -
sion notifieE NFA wilhin tbe Een-day period tshat the co@isaion
hae det,ermined to revj,ew the a.rnendmenta f or approval .

TEE PROPOSED AUENDUENTS

Tb.e proposed amendmettta tso Articles VI, vII, VIII and
XI and NFA Bylawg 301, 507 and 1505 are aB fol.Lowe (additiong are
underscored and delet.iong are bracketed):

ARTICI.ES OF I}ICORPORATION
OF

ITATIOITAL rIINIAES ASSOCIATIOIT

ARTICLE 1l"I : ldBllBERS
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Sectsioa 1: llobersbip EJ.igibiJ.ity.

PerEonE eligible to become NFA MeDbera ehall include:

(a) any perEon registsered with the comiaaiont

(b) arry contract market; eEd

(c) any peraon deeiglated by Comieeion RuIe ae eligi-
ble for NFA rreubershiP [; and] .

t (d) any and all otsher persotra engaged in a busineee
related. tso che conooditsy f,utsures induatry, unleee
euch person ie excluded froD NFA rremberehip by NFA
Bylaw.l

Sectiou 2: Itleobersbip Categorfz.

(b)

(c)

(d)

(e)

Each Member which qualifiee for mernberehip status in
one or nore of the following categoraea --
(a) FCMg;

t (b) cosurereial, f iraw; i

[ (c) ] cPoe;

[(d)l crAg;

I (e) comnercial banke; l

[ (f ) I rBs;

[ (g) ] r,tlle

-- shall be deemed to be a Member for tshe purpoaea of
Arcicl,ea vII, vIIx, and X oaly in that eingle category
to whicb ite busineeB activities primarily relate.
Each Member shall have one vote on all matterg on which
the Member'6 category iE entsitled to vote, except tshat
a CPO, CTA, or IB UeDber sha11 not be entsitled to vote
in such cat,egory i f :
(a) it is an employee of aa FcM Melobert
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(b)

(c)

Auglrgt 5, 1993

an FCM Mernber or enployee thereof, holds a najority
equity inlerest in the Memberi or

the Mel|ber is olherwiae directly or indirectly
congrolled by an FCIrt MeEber, except tbat aa IB
Member whieh haa enteled into a guarantee agtee-
ment with an FCM Member shal1 no! be deemed for
purposeg of thiE section to be directsly or indi-
rectly controlled by such FCM Mesber ao1ely by
reagon of such agreemenE;

Provided, however, that such CPO, CTA, or fB MeDber
shall be entsit,Ied to vote in any one of such other
categoriea (e.g., FCM) in which it qualif,ie6 for mee-
berehin statsus.

ARTICL,E \rII: BOARL OF DIRBCTORS

sectiou 2: CoqroaitioD of Board.

(c) Industll| ParticipaDt aad Pub].ic Represe!.tatsive6.

(i) Five (5) [Ten (10)] individuatE lrelated to Par-
licipanta in the colnoodity futurea iDdustry other
tbau contrac! llarketsE, Fctits ' LTME or IBsl (herein-
af ter " rrldua€ry Participant,s 'r ) [ , ] as f ollowE :

[(a) tnree (3) repreeeRtatsives of, persone or
af,filiatea thereof prinarily engaged in Ehe
busineeg of manufacturing, proceeaing, refin-
iag:, merchandieing or consuuing a connodity
tradad for future deliwery on a conlract
Darkets (hereinaf ter rrco@ercial f ilus" ) ; l

(A) t(B) lrwo (2) elected repreaentatlwes of regiEtered
co@odily pool operalore (hereinaf ter "CPOgrr)
thae are NFA Megrbere; and

(B) [191 ]Three (3) elected tepteeentsaliveE of regia-
tered comodity tsrading advlaors (uCTAau)
Elrat are NFA MeDberB [; andl .
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t (D) Irco (2 ) repreeenEatiweg of comercial banking
instltutionB . l

(ii) Nine (9) individuals who are not euploved bv anv
Member of NFA (hereinafter "Public ReDresenta-
tive8"). At least four (4) of EheBe individuals
mav not, hawe anv direct aegocialion with a buai-
negs enterprise in the coupditv futures indugtsrv.
The remainind Public ReDresentaliveB mav be drawn
f rom connercial banks, courercial f ll:ag or other
users of the futures marketa. Anv individual
aerrtinq aa a Publ-ic ReDreaenlative mLrs t meet lhe
standardg set f,orlh in egE|dtiE8ion RecrulaEion

(iii) Not more thatl one of, tshe Dlrectors in any of the
cat,egoriea (i) (A) asd (B) [, (C) and (D)] abowe
shall regide in Ehe eane NFA region. If uore than
one of tshe individuals receiviag euffieien! votes
for electlon to the Eoard in a particular category
reaides in the Bame NFA regiorr, only lhe indivi-
dual receiviDg the greateat nr:nber of voteB fro!
among ttroae individuale shal1 be elected. The
remaining rePreaentatLveE on the Board for eactr of,
thoEe categorieE ehall be those iadividuale not
within ehai region vtho receive gha greatsest number
of votses a.uong suctr individuals. Tiee shall be
regolved by the Board by random dras.

(iw) t (iii) I No hdustry Partieip'ng roay have more chan' one
rePreselrtative on tbe Board at alay oae tie'e ' For
PurPoaes of tbia lluiEation, a peraon ahall be
deqned a rePre6etrtagive of an lllduatry ParticLPant
if the peraon ig an officer, director, partsner'
employel or beneficial owner of urore than 10tL of
thl equity etock of tbe Industry ParticiPan!, alrd
che person ie not a contslact uark€t repreaenLa-
live .

[ (d) Pub1ic Re1lreaeutatLvea.

Ehree (3) indiwiduals having no present direct aesocia-
tion with a buaineag eaterprise in the co@odity
futureB industry (hareinafler nPublic RePresenla-
tives,. ) .l
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Sectiou 3: N@irrationsi Elee,tiou.

The elected Directora ehal1 be cl:.osen aa followe:

(d) hrb].ic RepreaeDtatiwea.

The Public Repreaentatsivea ehall be ctroaen ae followg:
Before the An:lual Election, tshe Boatd ehalI eolici-t
f,rom the MeDbers the ltoeination of individuale to 6erwe
on the Board in the Pub].ie Repregengative category. Ac
the Board's regrrlar annual meeting, Ehe Board shall. by
najorily vote, aelect from anong euch noDinees ltshe
Pultlic Repreeentat, j.ve or, in the initsial election,i the
Public RepresenlaEivea t,o aerre o!! the Board.

[ (a] Coercia]. Fl,r:o aad c@etcial Badr Represeatsa-
tiweg.

The comercial firn' attd co&ercial bank rePresenlaEivee
ghalL be chosen as follows! Before the Annual Elec-
Eion, tshe Board shall golicit frod the co@ercial bank
Members tbe nornination of, iudividuals to serve on the
Board in Ehe conDercial bank category aad ehall solicig
f,rom tbe corotercial firn l*tenbers ltte no&irration of
indiwiduale Eo Berve on t'he Board in Ehe coaoercial
f,irttr eategory. The Executsive coMitstee nay also nomi-
nate ildividualE to serve on the Board in the cot@er-
cial baak and comercial fi::s calegories. Ac the
Board'e regrrlar an'u.ual. maetiag, the Board shall' by
majority vote' 8elect f,ron among such nonineee tsbe
coiroercial firo repreaentalj.ve and tbe coqercial baak
representat,lve to serve on the Board.I

t

ARIICLB \IIII: ETA@IIVB COT'I|ITTEE

Sectiorl 3: Corytogit,iou.

The E:reculive Corurittsee ehall
following:

be comprised of, the
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(c) [Two (2)] one (1) Directsor[e] rePreeeats-
ing CPOg and one (1) Direclor repreaent-
inq CTAB. The CPO and CTA reDreBenta-
ti.veg nusts reeide in differen! resione:
and [Induatry ParticiPaD.ts otsher tban
comoercial banks except tha! tsbe Parti-
cipants ao representsed ltua t be froD
differen! categoriee of eligible Indue-
Ery Participants (6ee section
2 (c) (i) (A) - (c) of Article vII) t andl

(D) one (1) Dilector who is a Public Repre-
aent,alive \tLthout a Dreaent direct aaao-
ciatsion with a bueineee enterDriee in
the coluoditv futures industrr/.

Sectioa 4: Bl€ctioD of lloberg; Vaca.ncieg.

The elected members of the Executive Co@ittee ehall be
choeen by the Board ats the regxrlar annual meecing aa
foll,owe: The Directora repreBenting contrac! marketa
wilh two Directors on the Board ehall elect the Coloit-
tsee meDber in category (b) (ii) (A) (1) above; the Dj-rec-
Eora representing cotttract marketa having one Directo!
on the Board ehaIl elecc lhe Col6iltee membere (or
membere, if there are no coratract aarke!6 with two
Directors on lhe Board) in category (b) (ii) (A) (2)
above; tshe DireclolB representing FCMa, LTMg and IBE
ehall elect, tbe Co@ittee neuberg irr caCegory
(b) (ii) (B) abowe; lhe DLrectors rePlegenting InduEtsry
Participant,g Ehall elect the Co@itstee roeubers in
calegory (b) (ii) (C) above; and the Publj-c ReDresenta-
live DLrector Eha1l be elected by the Board. A vacancy
thaE occurg on t'be Execulive Comiltee ehaI1 be f,illed
in like manner. TLe voteB may be reaolved by the Board
by random draw.

-o-
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ARTICLE XI: BY&AWS

sectiou 1: Adopt,ioE, ADetrdEeDt a.ud RePeal.

ByJ.awa of NFA rray be adopted, aaended or repealed by a
uraj ority of all Directsors in offlce at the time, excePt
that :

(a) cat€gor'lr voting.

The Board sha1l not tsake che following actions unlees a
najority of a]t Directora in each of Ehe sreuberehip
categories set forth in Sectsion 2(al -2 (c) of Article
vII (conlracc markets; Fc!'ts, IJTMg and fBg; and InduEtry
Part ic ipanCE and Public Repregentativee ) approwee:

(i) Delegat.ing or otbentise granting authority tso aay
NFA Co@it,tee, officer, eqrloyee or agent, or aDy
olher person, Eo adoPt, anend or repeal any By1aw.

(it) Adopting, anending or repeaLing any Bylaw regard-
ing duea or aaseasmentsgi and

BYI.AWS OF I{ATIOIIAI. FIIN'RIS ASSOCIATION

aaa

CEAPTR 3
UBTIBERSEIP AND A.SSOCIATIOIT WITE A UEIBBR

By].aw 301. RequireDeats a.ad RestriccLoaa.

(a) E1igiSi].ity for lleoberehip.

(i) No person, unleeg eligible for llenberahiP in tt'e
conlracts marke! [, courercial fi::o or comercial
bankl category ehall be eligible !o become or
reuain an litFA MeEber or associated with a Member
unleee such person ie regielered, teuporarily
licensed or ex€Dpt, froto regietration uDder the
comodity Exchange Act (hereinafler rrActr) or the
ruleE of the Co@odity Futuseg Trading Comiegion
(hereinafter rrCom,igsionrr ) .
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(ii) nxcept aa provided in paragraph (e) below' no
peraon ehall be eligible tso become or reuain a
MeDber or aggociaEed with a Member who:

(A) IIas been and ig suepended or expelled from a
regiatered futurea aaaociation or contract
markets for violaiing any rule of the aegocia-
tion or contrac! market that:

(1) prohibits any act or trangaction coneti-
tuting conduct inconeistent with just
and equitable principlee of tradei or

(2) requires aD,y act which, if omitted, con-
etitulee conduct inconeislent with such
principlea; or

(B) IIaE been and ig barred or auspended from
being aeeociated with aII rnembere of a regis-
E,ered fuluree aggociaLion or contsracc narket
for violating a rule deecribed in paragiraptr
(A) abowe;

(c) Is sub j ect Eo an order of the co@isgion;
denying, suspending or rewoking tshe Person'a
regialratiorr uDder Seclion 5(b) of, tbe Actst
expelling or auapending the perBon frot men-
beiship iu a registered futuleg association
or contracE marketi or barring or euapending
tsb.e persorr from being aggociated with a
FuEureB Comieeion Merchant (hereinafler
'r Fclt" ) .

(D) whether before or after becoming a Member or
ageociated with a MeEber, wae, by the per-
son's conducts while associated with a Meober,
a cauae of any auspeneion, expuleion or order
described in paragraphs (a) (ii) (A) - (c) above
that iB in effect trtitt! respecc to the perEoni
or

(E) IIas asBociated witb t'he perBon any olher
persorr who ig knowu Eo, or in tshe exerciee of
reaeonable care ehould be known to, lhe Per-
6on to be inelicrible to become or restain a
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By1ae 507. Special. ueetings

MeEber or asaociatsed with a Menber
paragraphs (a) (ii) (A) - (D) above.

CEAPTER 5
BOARD OF DIRE TORT!

August 5, 1993

uader

a

(b) Notice of EaeEgeacies.

In the event of an emergency (ae defined herein) ' Ehe
Chairman or President may call a meeting oD. oBe hour
nolice to all DLreclora. Such notice roay be given by
Eelephone, tselegraph or other leans. The bgginesg of
the meetlng sha11 be tirnited to Ehe emergetlcy. A
quoru.Il ehall coneist of fourteen (14) Directors' Pro-
vided there is preeent a! Ieaats one conlract market
DLrector, one FCM Dlrector and one Indu8try Participan!
or Public Represenlative Director Ieee Article VII,
secciong 2 (a) - (c) I . For purPogeE of tsbis Bylaw, an
etlergetrcy shall exiet when the Chairman or President
deter:u.inee lbats, becauee of an r:nueual, unf,oregeeable
and adverse circu.mstance, its ig neceeaary !o hold a
meeting oD one trou! notice.

CEAPTER 15
UISCBIJIJANEOI'S PROVISIONS

1505. A[eDdEeEta to Bylaw8.

No ByLaw nay be adoptsed, a.mended or repealed e:<cept aE
apecified in a wrillen notice Eent to each Direcgor at
least two weeke prior to tshe meelj'ng at which lhe Board
congiders the eaie: Provided, howewer, thats euch prior

Bylaw
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notice is not required in an emergency aa defined by
Bylarlt 5O?, or where a majorily of aII Direceors in each
of the rneuberehip categoriee set, forth in Sections
2(al -2 (c) of Article vII (contsract sarketEt FCM6, r.Ttd6
altd IBat and Induatsry Participants and Public ReDresen-
tatiwee) approveE.

EtrPI'ANATTON OF TEE PROPOSED AUNTDIITEIES

currently, NFA'a Articlee require that tbere be eighE
Pubtic Difect,ols on NFA'a Eoard - - tsblee comercial f i!:d repre-
€entatsiveE' two cootrrercial bank rePresentativee and three public
repreeentalivee . These eight ureoberg represeat approxirnately 19
percent of tsbe Board. AE Lhe Comigeion ig aware, gectio[ 205(b)
of the Futurea Trading Practiceg Act of 1992 (rrtbe Acttr) reguireE
cha! at leaet 20 percent of Ehe regular wotsing rnenberg of NFA'g
Board be public ditectoE6, though f,or the purPoaea of the Act,
couurercial bank aud cornoercial fir=t repreeenta! j-ves are iltcluded
ae public representativea.

Obwiously, t'he slmpleet way to corrpLy with the culrelr't
requiresenl8 of the Act would be to amend NFA'g ArticleE to
provide for one additional public represenlative. Ilowever, the
Board concluded that it wa6 appropriate to make further changee
co the ArticleE regarding the etatus of comnerciaL f i:m and
couu,ercial ba:r.k repreeenEativeg. The Board felt that Eince theEe
repre6enlativeg are included aa public repreaentativea for the
purpo6es of tbe Act, it made senie tso iaclude lhem aE pr:blic
repre6entatsiveg in the Arlicles of IDcorPoration. The Board
noted that there have never been more tshan. four comercial f i::tl
and commercial baak MenbelE of NFA, tshat thoae firmg are in no
way regrulated by NFA and thaE thoae representativeB are already
ellcted in tbe eane toanner as pultlic repreaenlatiwea. For aII of
tltese reasoas the Board determlned to aroend tshe Articleg arrd
Bylaw 301 to elimiDate the co@ercial fira and coluoercial bank
calegories and expand the pulrlic dlrector category.

To ensure graxinr:n flexibility the Board decided to
anend ArticLe VII to provide for niae public rePreEantativeg, at
leaEu €our of wtrorn meit the curreDu definition of public repre-
sentatives, i.e., pereone wilh no Preaenc direct associacion witsh
a busineeg enlerprise iu the coreodity futures induatry. The
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reaal-ning fiwe dLrectors aay be drawn froa corooercial banke,
courercial f ir:me or other ueerE of the futureg Darketa.

The conoercial firm and comercial bank repreaeDtatives
are part of the J.nduetry participaD.t category for purpoeea of,
category woting. Since they are now being merged into the public
director cat,egory, the Board alao aroended Article XI and Bylawe
507 and 1505 relaling to category voling to retain the current
voting aligrroen! and include public directore with iuduetsry
participant,s for purpogee of category voting.

fn addilion to requilitlg thae 20* of NFA'g Board be
conprised of public direclora, lhe Board detet:Eined to further
amend Art,icle vII Eo confor:u, with the Comiseion'a ProPoaed
Regnrlation 1.64 which Beta qualiflcation standarda for non-meober
directore of eelf-regrulatory organizatione. Tbe propoaed anend-
Eang t,o Article VII conf o:.roa to Regulation 1.54.

Aa E tated above , IIFA i:lteDda to sake lhe aaendroetrtg to
Articles vI, VXI, VIII and XI ald Bylawa 301, 507 aad 1505
effeceiwe ten daye after receipt of, tbis su.bmission by tha
Couuiesion uuleag NFA receiwee notif,ication thats the Con@iagion
ha€ detereined to review the a!0endD,enes for approwal .

Re6pectfully Bu.bDitted,
,' I (-\

,(L-frf t<-'
Daaie1 ,I. Rdth
GeneraL counsel

DiIR:ckm(eub\febg3)

cc: Actsing Chaillnan Wil].lao P. Albrecht
ColEisBioner Sheila C. Bair
Conoigsioner ifoseph B. DLal
ADdrea M. Corcoratl, Esg.
Dennia P. Klejna, Esq.
AlaD L. SeLfert,, Eaq.
SuEan C. Ervin, Eaq.
IJawrence B. Pacent, EEg.
David Van Wagaer, Esq.
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2033 K Street, NW, Washington, DC 20581

(202) 254 - 89s5
(202) 254 - 8AI0 Facsimile

DIVISION OF
TRADING AND MARKETS

August 15, 1993

Mr. Daniel ,J. Roth
Generai- Counsef
National Futures Asso(rJ.ation
200 WesC Madlson gtreec
Chicago, Il-1j-nois 50606

Re: Proposed Amendments to Articles VI , VII, VIff
and XI of the ArEic1es of fncorporation and
to ByLa!/ SecEions 301, 507 and 1507

Dear Mr. Roth:

By letter dated Augus| 5, 1993, and received by the
Commission on August 6, f993, the NaLional Fulures AssociaEion
('NFA'' ) submitEed Ehe above -referenced proposal Eo the
Commission. NFA's submission invoked rhe nten-day' provision of
Section 17(j) of the Commodity Exchange Act (*Act') to permit lhe
above - referenced proposal co become effecEive cen days after
Commission receipt unLess Ehe Commission deEermj-ned to review the
proposal- for approval. and so notified NFA.

Please be adwised lhat Lhe Commission has examined the
above - referenced proposal and has decided to not review lhe
proposal , as provided under Section r-?(j) of tshe Act.

S incere 1y,
/'\ - '.) |/ \ , ,-.l .l' 
L'*t/, /.(a1i.t y.+
David P. Van Wagner
Special Counsel


