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June 7, 1990

Ms. Jean A. Webb
secretar iat
Conrnodity Futures Trading

Cornniss ion
2033 K Street, N.W.
Washington, D,C. 2 0581

Re: National Futures Association:
Proposed Amendnents to NFA Bylasr 406; NFA
Registration Rules 201 and 203; and NFA Code of
Arbitrati,on Section 9

Dear Ms. Webb:

Pursuant to section 17(j) of the conmodity Exchange
Act, as anended, (the trActrr), National Futures Association
(rrNFA'r) hereby submits to the Cornrnodity Futures Trading Commis-
sion (rrComnission'r ) proposed amondments to NFA Bylahr 406, NFA
Registration Rules 201 and 203, and NFA Code of Arbitration
Section 9. These arnendnents were approved by NFAts Board of
Di.rectors (rrthe Boardrr) and its neeting on May I7, L99O. NFA
respectfully requests Commission review and approval of the
proposed amendments.

I . AI,IEND}TEIST TO NFA BYLAN 4 O 6

A. Amendments to NFA Bylaw 406 to set the tining for
nailing of written ballots for el-ection to NFAis Board
(additions are underscored and deletions are
I bracketed] ) :
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By1aw 406. Elections.

Beginning with the calendar year of 1983, the Annual
Election shall be held on the second Tuesday in January, at which
the vacancies on the Board and Noninating Committee shall be
fiIled. Before the October 15 preceding the election, the
Secretary shal1 (i) notify al1 llenbers in the FC' and LIM,. fB;
and fndustry Participant categories of the elected Directors and
the nembers of the Noninating Cornrnittee whose terrs will expire
at the Annual Election and (ii) request the submission to the
Norninating Conmittee of the names of eligible persons !o fill
those positions. Before the Novenber 20 preceding the election,
the Noninating connittee sha1l subrnit its list of nominees for
the positions to the Secretary, who shall pronptly notify the
Members of the norninations. other nominations nay be made by
petition, as prescribed in the Articles. Each petition must
identify the posj.tion to which the nonination pertains. peti-
tions rnust be received by the Secretary within 21 days of the
issugnce of the Secretary.s notification of the candidates
proposed by the Noninating Connittee. Pronptly after the expira-
tion of the period within which petitions rnay be subnitted, the
Secretary shall notifv the Menbers of all of the candidates whose
nanes will appear on the ballot. The Secretarv shall_ cause
written ballots to be sent to aI1 FCM and LTfif ; fB; and fndustry
Participant l{embers bv December 15.

B. Explanation of anendments to NFA Bylaw 405 to set the
tining for nailing of written ballots for election to
NFAis Board.

NFArs Board has recognized a potential weakness in
NI'Ars election procedures resulting fron a iecent j-ncrease in
conpetition for Board positions. NFA Bylalr 4OG provides that the
results of the Nominating Connittee deliberations are to be
announced each year by November 20. Persons lnterested in
subnitting petitions have 21 days from the date of notice in
which to do so, and rrpromptly" after the expiration of the 21-
day subnission period NFA nust provide ballots to its Uenbers.
BaLl.ots must be returned by the second Tuesday in January.

Because the ballots are nailed trprornptlyrr after the
close of the nomination period and because many Members tend to
vote inrnediately upon receipt of the ballot, candidates have a
very linited tine in which to put forth their platforns and to
respond to the proposals of their opponents. This problen is
conpounded by the fact that NFArs nationwide nembership essen-
tially requires that all such caurpaigning be done through costly
and tine consuning nailings to its nenbership. The resuLt is
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that many Members may vote based on incoroplete information from
the candidates, sinply reacting to the first piece of literature
they receive.

By holding the Noninating conmittee neetings earlier
and announcinq the results by nid-October, petition candidates
would have until early- to nid-November to file their petitions
for nomination. NFA couLd notify the membership of all of the
candidates who wil.l be appearing on the ball.ot by nid-Noveuber.
The candidates could conduct their canpaigns for one nonth before
the ballots were sent to Menbers on December 15. This Irould
provide a far greater opportunity for a thoughtful discussion of
the issues before l{enbers actually cast their votes.

NFA respectfully requests that the proposed arnendment
to Bylaw 4O5 be declared effective upon approval .

II . N,IENDUANTS TO ITFA REGTSTRATTOIT RI'IJES 2 01 E D 2 03

A. Amendments to NFA Registration RuLes 2O1 and 2O3 to set
registration fees for floor brokers (additions are
underscored and deletions are Ibracketed]):

REGISTR.ATION BI'IJES

PART 2OO.

taa

REGTATRATION REQT'IREI,ITNTA AND
PROCEDUREA

Rule 2 01. Registratio! Requl.leEeats aad Procedureg.

aaa

NFA shall perforrn registration functions with respect
to persons required to register under the Act as floor brokers in
accordance with all of the Regulations governing the registration
of floor brokers contained in Part 3 of the Comnission's Regrula-
tions, except that Rule 203 of these Rules shall qovern floor
broker reoistration fees and Part 7OO of these Rules shall govern
access to and certification of floor broker records maintained bv
NFA.

Rule 203. ReglstratloD Fees.

(a) Arnouttt.

a!ta
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(11 Associated PersoD. Each Form 8-R subnitted in
connection with the registration of an associated
person nust be accompanied by a fee of $35.

(2, Futules Connissioa Uerchant. Each application for
registration as a futures cornmission merchant nust be
accompanj.ed by a fee of 9250.

(3) htroduciDg Eroker. Each application for registration
as an introducing broker rnust be acconpanied by a fee
of $?5.

(a) CotModity Pool Operator aDd CoEmodity lladilrg Advisor.
Each application for registration as a connodity pooJ.
operator or conmodity tradinq advisor must be
accornpani.ed by a f ee of S50.

(5, L€v€lage TraDsactior uerchaDt. Each application for
reqistration as a leverage transaction merchant must be
accornpanied by a fee of 9250.

(gl Floor Broker. Each application for reqistration as a
floor broker rnust be accornoanied bv a fee of S3o.

aat

B. Explanation of anendnents to NFA Registration Ru1es 201
and 203 to set reqistration fees for floor broJcers.

Effective March 1, 1990, the Federal Bureau of Invest.i-gation ("FBI"; increased its fingerprint processinq fee from
$14.00 to 920.00. NFA processes bettreen 14,OOO to 15,OOO associ-
ated person ("AP") and floor broker applications per year, and
based on those figures, the FBI increase will cost NFA an addi-
tional S80,000 to $90,000 per year in processing costs. The
Board has deternined that the rnajority of the FBI increase shoul-d
be passed on to AP and floor broker applicants. Tberefore, on
February 15, 1990, the Board approved a proposed arnendnent to
Registration Rule 203 to raise the application fee for Aps to
$35.00 and authorized NFA staff to request that the Cournission
anend cFTc Regulation 3.3 to raise the floor broker application
fee to S3O. O0.

By letter dated Februaty 22, 1990 to Andrea Corcoran,
Di.rector, Division of Trading and Markets, NFA staff requested
that the Cornmission anend CFTC Regulation 3.3 to raise the
application fee for floor brokers from $Z5.OO to S3O.OO. After
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further consideration and discussions with Cornnission staff, NFA
decided that it would be less cumbersorne for NFA to set floor
broker application fees directly. Therefore, on Dlay 17, 1990 the
Board adopted the proposed amendments to NFA Registration Rules
201 and 203. NFArs general responsibilities for processing fLoor
broker applications will still be governed solely by Courission
regulations and additional revisions to those responsibj.lities
are not contemplated herein.

NFA recognizes that at present, the approval of its
amendnents $/ould result in an inconsistency with cFTc Regulation
3.3. fn the event this inconsistency is deened problematic and a
bar to Conmission approval, NFA respectfully requests that the
anendments to NFA Registration RuLes 2O1 and 203 become effective
upon the effe.ctive date of the change in cFTc Regulation 3.3.

III. AIIENDUEItrIS TO NFA CODE OF ARBTTRATIOIT SECIION 9

A. Arnendrnents to Section 9 of NFA Code of Arbitration to
increase the clain amounts which qualify for summary
proceedings (additj-ons are underscored and deletions
are I bracketed] ) :

CODE OA AREITRITION

aaa

SectioD 9. E€alirg.
aaa

(b) Sunnary Proce€ding.

The proceeding sha1l be conducted entirely throuqh
vritten subrnissions when:

(1) the aggregate anount of the [custonerrs] clains
(exclusive of interest and costs) plus the aggregate
amount of counterclains (exclusive of interest and
costs) is under t$2sool 15.-g-9-Q., unless the Secretary or
the Pane1 directs otherlrise; or

(2) the aqareqate anount of the claims (exclusive of
interest and costs) plus the aqqreqate anount of
counterclairns (exclusive of inlerest and costs) is
55.000 or nore but not exceedinq S1o,OO0. unl.ess the
Secretarv or the Panel directs othenrise or one of the
parties to the proceedinq serves a lrritten request for
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an oral hearincr on the Secretarlz no later than 30 davs

or

f3) the Panel has consented to the written agreenent of the
parties to waive the oral hearing.

B. Explanation of anendrnents to Section 9 of NFArs Code of
Arbitration to increase the clain anounts which crualifv
for sunmary proceedings.

Section 9(h) of NfArs code of Arbitration (rrcoder.)
provides that clains under 92,50o \,rill be decided on the written
submissi.ons of the parties. The $2,500 linit on sunnary proceed-
ings is the naxinum allowable under CFTC Regulation 1SO.Z(d)(1),
which has renained unchanged since its adoption in 1976. In
conparing NFArs naximun li.rnit with those of other arbitration
foruns, it would appear that the clain anounts which qualify for
NFA summary proceedings nay be unnecessarily Iow.

The securities Arbitration Rules of the American
Arbitration Association (rrAAA'.) provide that disputes of 55,Oooor less will be decided on the written subroissions of the parties
unless either party requests an oral hearing, The rules of the
Nen York Stock Exchange (rrNYSEx) provide for decisions based on
the written subnj.ssions of the parties if the auount in dispute
is 95,000 or less unless the customer (but not the nember)
requests or altrees to an oral hearing. The National Associatj.on
of Securities Deal-ers (nNAsDn) has a sinilar rule except that it
applies to clains of $1o,0oo or 1ess. The rules of the AAA,
NYSE, and NASD are not entirely analogous to NFA code section
9 (h) because they provide at least one party with a right to an
oral hearing regardless of the clain amount. However, this
distinction is not a significant one. Although the AAA, NYSE,
and NASD bold hearinqs in a number of regional centers throughout
the country, they do not hold hearinqs in as nany different
locatj"ons as NFA does. Therefore, custoners are presumably less
Iikely to seek hearings at AAA, NYSE, and NASD, where the travel
costs would be higher, than at NFA.

Summary proceedings are designed to benefit the parties
to the arbitration by expediting the proceeding and elininating
the expense of an oral hearing and to benefit NFA by closing
cases more guickl! and eLininating staff tine necessary to
prepare for and attend hearings. Sunroary proceedings also
benefit NFA by allowing NFA to use qualified arbitrators l.ocated
in rnore remote areas of the country where hearings are not
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usually he1d, thereby freeing up arbitrators in netropolitan
areas to serve on cases which require oral hearings. Since clairn
amounts have been gradually increasing over the last five years,
the percentage of cases heard as sumnary proceedings should
continue to decrease. In fact, increasi.ng the naximum claim
amount to the $5,000 Level nould increase the percentage of
arbitration cases subject to summary proceedinqs from 138 to 29t,
based on fiscal year 1990 filings. Thus, this change would
produce substantial savings while sti1l providing the parties in
most cases with the opportunity for an oral hearing.

NFA respectfully requests that the Connission anend
CFTC Regulation 180.2(d) (1) to raise the ceiling for summary
proceedings fron $2,500 to S5,000. A separate letter is being
sent to Andrea corcoran, Director, Division of Tradinq and
Markets, requesting that cFTc Regulation 180.2(d) (1) be amended
accordingly. NFA chose to proceed with its internal process of
proposing and adopting the anendnents to NFA code of Arbitration
Sectj.on 9 despite the current inconsistency rrith CFTC ReguLation
180.2(d) (1) in order to expedite the inpleruentation of the
increase in the ceiling for sunmary proceedings at NFA if the
Commission amends CFTC Regulation 180.2(d) (1) as requested.

The Board also believes that a more flexible approach,
such as those used by other forums, should be applied to clainrs
between $5,000 and $1O,00O. These clairns would be handled as
sunmary proceedings unless either party requested an oral hear-
ing. The request for an oraL hearing would have to be fi.led no
later than 30 days after the last pleading is due. The deadline
for requesting a hearing is set late enough to grive the parties
sufficient tine to evaluate their case and early enough so that
NFA !t111 know the type of proceedinq before selecting an arbitra-
tor to decide the case. This provision will not deprive any
party of a right to a hearinq but should further increase the
number of surnmary proceedings at NFA.

Therefore, NFA respectfuLly requests that the
anendnents to NFA Code of Arbitration Section 9 become effective
upon the effective date of the recornmended change to CFTC Regula-
tion 180.2 (d) (1) .

Although the proposed anendruents have been submitted
together for ease of transmittal to the commission, they should
be considered separately due to the variety of effective dates
that may be associated with Conrnission approval. NFA respect-
fully requests Cornmission approval of the proposed anendrnent to
NFA Bylaw 406 and further requests that this amendment be
declared effective upon commission approval. NFA respectfully
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requests Conrmission approval of the amendments to NFA Registra-
tion Rules 201 and 203 and further requests that the amendments
to NFA Registration Rules 201 and 203 be declared effective
either upon conmission approval or, if necessary, upon the effec-
tive date of the change to CFTC Requlation 3.3. FinalLy, NFA
respectfully requests Comnission approval of the proposed arnend-
nents to NFA Code of Arbitration Section 9 and further requests
that these amendnents be declared effective upon the effective
date of a corresponding change to CFTC Regulation 180.2(d)(1).

Respectfully subnitted,

'zl^-
General

DJR: clnc ( ltrs-webb)

cc: Chairrnan Wendy L. Granm
Conmi.ssioner Kalo A. Hineman
Commissioner Folrler C. West
Conmissioner WilLian P. Albrecht
Andrea !1. Corcoran, Esq.
Joanne T. Medero, Esg.
Dennis P. Klejna, Esq.
Alan L. Siefert, Esq.
Susan C. Ervin, Esq.
Lawrence B. Patent, Esg.

J.



UNITEO STATES OF AMERICA

COMMODITY FUTURES TRADING COMMISSION
203tt K Stroet, N.W'

Wa3hlngton, D.C. 20581

Septer[ber 30, ]-992

Daniel J. Roth, Esq '
General counsel
National Futures Association
200 West Madison Street -- Suite 1600
Chicago, IL 60606

Re: Prooosed amendments to Nr'A Code of
Arb-itration 59(i) and Member Arbitration
Rules 59(i) ( Surunary Atbitration)

Dear Mr. Roth:

By letters dated June 7, 1'990, Aprif 17, l-991, June 11,
1991,, -Sept-ember 

5 ' 1991,, and Novembe t L2, 1991, the National
Futures i,ssociation ('NFA') sul:mitted the captioned rule-
proposal-s pursuant td section 1? ( j ) of the Corunodity Exc:hange Act
l'ect"1 for Cornmission approvai. Because the proposals were' at
ihe tirire, inconsistent witfr Commission regul-ations, NFA consented
to an e*iension of time for review pending consideration of
enabling amendments to the Conmission's regiulations.

The Commission has amended Regulations 180.2(d)(1) and 180'5
to permit NFA's rute changes. The Corunission's amendnents wiLl
taki effect 30 days after Publication of the enclosecl notice in
the Federal Reqister. Please be advised that the Commission
co.tcGGII]- h^s approved the captioned NFA rule proposal-s, to be
imp.lemerrLeci- rru sooir ti:alt Lh€, eiiecti"€r ddlc ri ii:e ?ar-i: i8i
chlnges. In addition, as indicated in the Federal Req+iter
noti6e, the Cotnnission suggests that NFA rev:ew the guidance it
gives io arbitrators conceining circumstances under which it may
be appropriate to provide an oral hearing in a sumary
proceeding.

Yours txuly,
A 1.. /t.

W-^^- f* U'tt4o-
| $ear. A. Webb
Vsecretary of the Commission

m 0
cEIi-ERA-I-@!I!EE9!IME

ocT - 5l:e2

encl.



NI ^/I\ NATIONAL FUTURES ASSUL;IAI IUN

IIFI
ADriL 17, 19 91-

Ms. Jean A. Webb
S ecretariat
Cornrnodity Futures Trading Cornmission
2033 K Streetf N.W.
Washington, D. c. 2 05 81-

Re: NationaL Futures Association: Proposed Anendment to
NFA Code of Arbitration section 9

Dear Ms. webb:

By letter dated June 7 , L99O, Nationa] Futures Associa-
tion ("NFA j subrnitted to the Conmodity Futures Trading Commls-
sj-on, for approval, proposed amendrnents to various NFA requi-re-
r".ri., j-ncfiriring ptopo=.d changes to section 9 of NFA's code of
Arbi-tration ('coaL")'. es expliined in the subrnission Ietter' the
proposed anend.ments to secti6n 9 ttould increase the clain amounts
ivniin quar j.fy cases to be heard as surnnary !I9":"dil?:: ^-Th"propo=6d arnendments are inconsistent with CFTC Regul-atlon
i-ao--z tal,(1) and were subrnitted contingent upon changes to that
regulation.

In revrewing the proposed amendments to Section 9 of
the code, NFA has ""ida " aiatlinq inconsistency within the code'
rhe proposed amendments to section 9(h) (1) provide f?:^:"1i1:Y--
proc-eedings to be conducted without the right t: 

. 
ul 

-"I1t-nearrnqfif the clain anount is under $s,ooo. othei sections of the code
provide for proced,ural EIEETnctions vrhere the amount of the claim
'does not excEed a specified arnount. . (see Section 4(a).and
pr"p"="d s";lGn 9(h) (2).) while this drafting. inconsistency
d.oes not create u "onit_i.ir 

j-n the Codets provisions, it does

"r""t" some confusion arnong parties to NFa arbitration proceed-
ings. Therefore, j-n order'ti avoid this inconsisten!Y:--It1*11=
re.iised the proposed amendnent to change the l-ower amounE rron
"und.er $5,oob" to "does not exceed $5,ooo" -- an effective change
of one cent.

The proposed anendments to Section 9(h) of the code' as
revised, foll-ow. The followj-ng arnendrnents to Section 9 shoul-d
replace the amend.ments subrnitt.a to tfte commission on June 7'
f g'go. (Additions are underscored and deletions are Ibracketed] ' )

CODE OF ARBITRATION

***

***section 9 Hearing.
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(h)

written
( 1)

(2)

(3)

April 17, r99\

sunmary Ploceeding.

The proceeding shall be conducted entirely through
subrnissions when:

the aggregate amount of the [customerts] claims (exclu-
sive of interest and costs) plus the aggregate 3t9"1!
of countercl-ains (exclusive of interest ancl coscsJ Lrs
u;der $25oo.0ol does not exceed S5'ooo, unless the
secretary or the Panel- directs otherwrse; or

***

Since the proposed arnendments to section 9 (h) of the
code conflict with citc'negutation 18o.2(d) (1), NFA realizes,that
the comnission wiII not be abLe to approve the proposeo amenq-

ments until CFTC Regulation 180.2(d) (f-) has also been anended'
Therefore, NFA agrees that the ti-me period for Conmtssron
approval of the proposed arnendnents to section 9 (h) wil-l not

"i'pi." until the efiective date of the necessary anendnents to
cFTc ReguLation 180.2(d) (1) .

the Panel has consented to
parties to wai.ve the oral

the vrritten agreenent of the
hearing .

Respec_tf uI LY subnitted,

Daniel- J.
General

1'7/\i-t
th

/,-_

DJR: j ac ( Ltrs\Webb3 . KPc )

cc: chairnan wendy L. Gramtn
Commissioner Kafo A. Hineman
Conrni,ssioner Fowler c. west
Commissioner William P. Albrecht
Andrea M. corcoran' Es9.
Joanne T. Medero ' Esq.

Dennis P. Klej na / Esq'
AIan L. siefert, Esq '
Susan C. Ervin' Esq.
Lav/rence B. Patent, Esq '
Linda Kurjan' Esq'

counse 1



UNITEO STATES OF AMERICA

COMMODITY FUTURES TRADING COMMISSION
2033 K Str6et, N.W.

Washlngton, O.C. 21581

August 3, 1990

Daniel J. Roth, Esq.
General Counsel
Nat.ional Futures Association
200 West Madison Street
Chicago, Illinois 60606

Re: The National Futures Association,s proposed
Amendments to Bylard 406 and negistrati-on
Rules 20L and 203

Dear Mr. Roth:

By letters dated March L2, l-99O and June 7, l-990, the
National Futures Association ("NFA" ) submitted pursuant to
Section L7(j) of the Commodity Exchange Act ("AAt.) proposed
amendment.s to its By1aw 406 aird negisiration Rules'Z-Of irnd ZO3.

The Commission understands that NFA intends to implement the
proposed amendments upon receipt of notice of Comnissi6n
approval. Please be advised that on this date the Cornmission has
approved the above-ref erenced proposed amendments under Section
17(j) of the Act.

Sincerely,'dc&laf
ty Secretary

'of the Commission
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| | zoow unorsoNsl . cHrcAGo. rL . 60606-3447 . (312) 781-r300

May 31, 1990

Andrea lrt. Corcoran , Esq ,
Director
oivision of Trading & Markets
Conmodity Futures Trading

Conniss ion
2033 K Street, N.w.
washington, D.c. 20581

Re: CFTC Regulation 3.1

Dear Ms. Corcoran:

NFAis Board of Directors ('rBoard't) voted at its rneeting
on May t7, L99O to arnend NFA Registration Rule 201 to aIlow NFA
to set the application fee for floor brokers. The Board al-so
voted to anend NFA Registration Rule 203 to provide for a fLoor
broker application fee of 930.00. NFA nill subnit these proposed
rule changes to the Cornmission in the near future.

The proposed amendrnents to NFA Registration Ru1es 201
and 2O3 wilL be inconsistent with CFTC Regulation 3.3. FoJ.lor.ring
discussions between Courmission staff and NfA staff in response to
ny letter to you dated February 22t 1990 and pursuant to the
aforenentioned actions of ttre Board, NFA respectfully requests
that prior to the effective date of these arnendments, the conmis-
sion delete CFTC Regul.ation 3.3 in its entirety. The deletion of
this Regulation will allon NFA to set the application fee for
floor brokers without the necessity for a corresponding change to
conmission ruLes. of course, NFArs general responsibilities for
processing fLoor broker applications will. still be governed
solely by couunission regulations and addi.tional. revisions to
those responsibi lities are not contenpLated herein.

Please feel free to contact ne should you have any
questions or comments regarding this natter.

Daniei

(LEITERS : Re9-3 . 3 . Alt : nn)

J. ;7'4-
nsel


