
N/l\ NATToNAL FUruRES ASSocrATroN
I tr rI ll I I 200 w. MADtsoN sr. cHlcAGo, r1.60606.(312) 781-1300

trtJIy J.7 , L99O

lts . Jean A, Webb
Secretariat
Cornroodity Futures Trading Cornrnission
2033 K Street, N.W.
Washington, D. C.

Ret National Futures Association: Proposed AmendlTrents to
Articles VII and X

Dear lls. webb:

Pursuant to section 17 (j ) of the comnodity Exchange
Act, as amended (rrthe Actx), National Futures Association (rrNFArr)
hereby subnits to the Connodi.ty Futures Tradinq Conrnission
( trconmissionrt ) proposed amendments to Articles vII and X of NFArs
Articles of Incorporation (rrArticlesri), The amendnents were
ratified by NFAis Board of Directors (rrBoard'r) at its meeting on
Uay 17, 1990 and have since bben adopted by a two-thirds vote of
those NFA Menbers actually voting in the contract market category
and a najority vote of those NFA Menbers actually voting in each
of the FcM and IB and the Industry.Participant categories. NFA
intends to make the amendments to Articles Vff and x effective
ten (10) days after receipt of this subrnission by the commission
unless the Connission notifies NFA within the ten day period that
the conmission has determined to review the arnendnents for
approval .

I . TAE PROPOSED II,IEIID}iENTA

Amendraents to Articles vlr and X to strearnline election
procedures for conmercial firm and comnercial bank representa-
tives to the Board of Directors (additions are underscored and
deletions are lbracketed] ) .

ARTICI.,ES OF INCORPORAIIION
OF

NATIONAI, FI'TUREA ASAOCIATION

ata

ARTICLE VII! EOARD OF DIRECTORS

aar
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gection 2: compoEitioD of Board.

The Board of Directors shall be comprised as follows:
tta

(c) Industry Participant Represertatives

(i) Ten (L0) indivj.duals related to participants in the
connodity futures industry other than contract markets,
FcMs, LTI{S or IBs (hereinafter rrlndustry Particj--
pantstr), as follolirs:
(A) Three (3) lelected] representatives of persons or

affiliates thereof prinarily engaged in the
business of manufacturing, processing, refining,
nerchandising or consuming a commodity traded for
future delivery on a contract narket (hereinafter
lconnercial f irmsri) i

(B) Tr^ro (2) elected representatives of reqistered
cornroodity pool operators (hereinafter rrcPosrt) that
are NFA Members t

(C) Three (3) elected representatives of registered
conrdodity trading advisors (rrCTAs") that are NFA
Menbers; and

(D) Tr,ro (2) [elected] representatives of cornmercj.al
bankinq institutions.

gectior 3:

aaa

Noninationst El€ction.

The elected Directors shalI be chosen as follows:

(a) Noninati.ng cornrnittee.

The Norninating Connittee (see Article x) shall nominate
at least one candidate for each elected Director position to
be fiIled, at least one of which shall be a representative
of an Fclt which is not a mernber of any contract narket.
These nominations shaLl be made in accordance with the
eligibility requirenents contained in this Article.
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aat
(e) Conmercial Firm and Comnerci.al Bank Representatives.

The cornmercial firm and comrnercial bank representatives
sha1l be chosen as folloers: Before the Annual Election, the

lIs. Jean A. Webb July 17, 1990

(b) Petition Procedure.

Nominations uay be nade for elected Director positions by:

(i) Petition signed by 50 or uore NFA Mernbers in the
category for trhich the nonination is nade (i.e., FcM
and LTM r IBr I connercial firm; ] CPor and cTAr [and
commercial bank) tl or

(ii) Petition submitted by any organization or associati-on
recognized by NFA as fairly representing the category
(see (b) (i) above) for which the nonination is rnade.

Petitions shall be subnitted in the manner specified in the
Bylavrs. No petition nay norninate more than one candidate for the
same position.

Board shal1 solicit from the conrnercial bank Mernbers the nomina-
tion of individuals to serve on the Board in the connercial bank
cateqorv and shal1 solicit fron the connercial finn Menbers the
nonination of individuals to serve on the Board in the cornrnercial
firm catectorv. The Executive Comnittee nav aLso nominate indi-
viduals to serve on the Board in the connercial bank and commer-
cial firm catecrories. At the Boardrs reaul-ar annual meetinq, the
Board shaLl, bv maioritv vote, select from anonq such nominees
the cornmercial firn representative and the comnercial bank
representative to serve on the Board.

ttt

IRTICI,E X: NO!{TIIAIING COUIIITTEE

Sectioa 1: ceDeral.

There shalL be a Nominating Conroittee, composed of four
f4l lsix (6) ] Sub-Conunittees, one for each of the following
categories of Menbers: FCMS and LTMS t IBst lcor0mercial firnst ]
CPOs; and CTASI t and connercial banksl. Each Sub-Connittee sha]"l
norninate at least one candidate for each position to be filled on
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the Board in the sub-Conmittee rs category, in accordance with the
eligibility requirements of Article VII .

ata

II. EXPLIITATION OF TTE PROPOSED II,IENDUEITTS

Article vII of NFArs ArticLes of Incorporation governs
the conposition of the Board of Directors and the selectj.on of
the different categories of directors. Section 2(c) provides, in
part, that three directors shal1 be elected to represent commer-
ciaL firms and tno directors shaIl be elected to represent
cornrnercial banks. They do not have to be affiliated with contmer-
cial firns and commercial banks that are NFA llenbers.

Section 3 of Article Vff currently provides that the
cornmercial firm and comrnercial bank representatives shall be
elected by plurality vote by lilernbers in the categories they
represent. Article X currently provides for a nurnber of sub-
Cornrnittees of the Nominating conmittee, including one composed of
three representatives of courmerciaL firms and one eomposed of
three representatives of comnercial banks. The nenbers of the
Norninating Cororoittee are also elected by Menbers in their respec-
ti-ve categories .

NFA currently has four conmercial firn Members and one
conmercj.al bank l{enber, and the nonination and election process
for these categories typically produces nore candidates than
voters. The proposed amendments elirninate this inefficient and
unnecessarily conplex neans of choosing directors in the commer-
cial firn and conmercial bank categories and replace it with an
election procedure sinilar to that used for public directors.

The proposed anendnents reguire NFA to solicit nomina-
tions from the lttenbers in the cornnercial firn and comnercial bank
categories and provide the Executive connittee rrith the opportu-
nity to nake additional noninations. The conmercial firm and
cornrnercial bank representatives will then be elected by a najori-
ty vote of the Board.

The proposed amendnents will not disenfranchise the
couunercial firn and comrnercial bank Menbers of NFA. Cornrnercial
finns and cornmercial banks rrill still retain their sane represen-
tation on the Board and will be given the opportunity to noninatej.ndividuals of their choice. Furthernore, since conmercial firrns
and cornmercial banks are not subject to regulation by NFA and are
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not required to be Menbers of NFA, they will not be prejudiced by
the fact that they will not be able to directly elect their own
directors .

The cornmercial firn and connercial bank Mernbers of NFA
support these proposed anendments. A11 of the connercial firn
and commercial bank representatives present at the May 17, l-990
Board meeting voted in favor of the anendnents. Furthermore, al-I
of the ballots received fron Members in the cornmerci.al finn and
comnercial bank categories were in favor of the amendments.

As stated above, NFA intends to make the amendnents to
Articles VII and X effective ten (10) days after receipt of this
subrnission by the Connission unless NFA receives notification
that the Cornrnission has deternined to review the amendrnents for
approval.

KPC : j ac ( Ltrs\Webb2 . D.TR)

cc: Chainnan wendy L. Gramm
Commissioner Kalo A. Hi-neman
Cornrnissioner Fovrler C. West
commissioner willian p. Albrecttt
Andrea l,{. Corcoran, Esg.
Dennis p. Klejna, Esq.
ALan L. Seifert, Esq.
Susan C. Ervin, Esq.
John C. Lawton, Esq.
Lahrrence B. Patent, Esq.
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DIVISION OF
TRADING ANO MARKETS

August 3, 1990

Danie1 J. Roth, Esq.
General Counsel
National Futurea Association
200 West Madison Street
Chicago, rllinois 60 606

Re: Proposed Amendments to Articles Vff and X of
NFA-' s Axticles of Incorooration

Dear Mr. Roth:

By letter dated JuIy 17, 1990, and received by the
Conunission on JuIy 23, L990 | the National Futures Association
( "NFA" ) subrnitted the above-referenced proposal to the
Comrission. NFA's submission invoked the "ten-day" provision of
Section 17(j) of the Cournodity Exchange Act (.Act" ) to penrit the
above-ref erenced proposal to become effective ten daya after
Conmission receipt unless the Commission determines to revien the
proposal for approval and so notifies NFA.

Please be advised that the Division of Trading and Markets
hag examined the above-referenced proposal and has determined not
to reconnend that the Corunission review the proposal. as provided
under Section 17(j) of the Act.


