
,_-

N/I\ NATIoNAL FUTURES ASSoctAloN
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I ll I I zoo w. MADISoN ST.CHICAGO, tl.6orio6.(3t2) 781.13c0

Mrr^;a e lOaa

Ms. Jean A. Webb
Se cre ta ria t
Commodity Futures Trading Commission
2033 K Street, N.w.
washington, D. C. 20581

Re: National Futur€s Association, Proposed Amendments
to Registratior Rulesi Proposed Amendments to Byl-aw
L30lt Proposed New Bylaw 5]4 and Arnendrnent to Bylaw
704

Dear Ms. Webb:

Pursuant to Section 17(j) of the Commodity Exchange
Act, as amended ("the Act"), Nati-onal Futures Association
("NFA") hereby submits to the Conmodity 'Futures Trading Commis-
sion ( "CFTC" or "Commj-ssion" ) proposed amendments to NFA Regis-
tration Rules and to By1aws 130I and 704. In addition, NFA
proposes a new Bylaw 5I4. The amendments and new Bylaw were
approved by NFA|s Board of Directors ("Boardn) at its meeting
on February 25, 1988. NFA respectfully requests Conmission
review and approval of the proposed amendments and Bylaw.
With regard to the proposed amendments to NFA Registratj.on
Rules, NFA requests that those amendments be reviewed on an
expited basis so that NFA may include the approved amendments
'in ite fircf hri nl- i na nf fha plr 16c

I. TEE PROPOSED AII{ENDI{ENTS TO NFA REGISTRATION RULES

A. Amendments to NFA Registration Rules to conform
them to the approved changes to the CFTC part 3
Regulation. tc clarify registration filing and fee
requirements, and to expand the defi-nition of registra-
tion records (additions are underscored, and deletions
are Ibracketed] ):
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REGI S'I'RATION RULES

:r*t

RULE 203. REGISTRA IION FEES.

(a ) Amount.

(I) Asso::iated Person. Each Form 8-R submitted
:-n c:rnnection with the registration of an associ-
ated person must be accompanied by a fee of
>JU.

(2) Introducing Broker. Each application for regis-
tration as an introducing broker must be accompa-
niec by a fee of $75. [plus 96 for each domestic
branch office. l

(3) Futures Cornmission Merchant. Each applica-
tion for registration as a futures conrmis-
sion merchant must be accompanied by a fee
of $250. [p1us $6 for each dornestic branch
office.l

(4) Commodity PooI Operator and Conmodity Trading
Advisor. Each application for registration
as a comrnodity pool operator or commodity trading
advisor must be accompanied by a fee of $50.
[p1us $6 for each domestic branch office. ]

I(b)l [Additional Branch Office. Each Form 3-n fj-Ied
to report the addition of a branch office [See
Rule 2101 must be accompanied by a fee of g6
for each such domestic branch offlce reported.I

t (c)l (b) Form of Remittance. Registration fees must
be remitted by check, bank draft or money order
payable to National Futures Association. A11
registratj-on fees are non-refundable.
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RULE 204. RE(]ISTRATION OF FUTURES COUUISSION IIIERCE-ANTS, INTRO-
DUCING BROK];:RS. COMTIIODITY POOI OPERATORS AND CO}IIIODITY
TfulDING ADV]-SORS.

Per.odic Filings. Any person who becomes regis-
ter -,d as a f utures cornmj-ssion merchant, introduc-
ing broker, comrnodity pool operator or comrnodity
tra:1ing advisor in accordance with paragraph (a)
of this Rule shall be required to file a properly
cornpleted Form 7-R with NFA annually on a date speci-
fied by NFA. Failure to file the Form 7-R wi-thin
30 days following such date will be deemed a request
for withdrawal from registration. On at l-east 30
days $/ritten notice, and following such action,
if any, deemed necessary by the CFTC or NFA [to
protect the comrnodity futures markets, customers
or other Members or AssociatesJ, NFA may grant the
request for withdrawal from registration.

*t*

RULE 208. CHANGES REQUIRING NEW RBGISTRATION.

(a) If the registrant is a futures commission merchant,
introducing broker, comrnodity pool operator or commod-
ity trading advisor and except as provided in paragraphs
(b) and (c) of this Rule, registration is deemed
to terminate and a new registration is required
(See Rule 204) whenever a person not listed as a
principal on the registrant's initial registration
application or any amendment thereto;
( 1 ) Acdlli rFq f he ri.tht l.r \z.\f a .\r ha.nnlgg the benef i-

cial owner of I0% or more of the corDorate
regj-strant's voting securities; 

-

(2) Becomes entitled to receive 103 or more of
the corporate registrantrs net profits;

(3) Contributes L0? or more of the corporate regis-
+?en+ rc ..^r-\i f .l .

( 4 ) Becomes a director of the corporate regis-
trant i

(5) Becomes the chief executive officer of the
^^r^^v-+a r6di cri.hr- aq . rrrrqi f i rrn!vYfserqlv

of sinilar status or performs a similar function;
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(6) Acquires ownership of the registrant's business
in the case of a sole proprietorship; or

(71 Becomes a general partner of the registrant.

NFh
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IN.]TE: Requests for exemption from the requirements
of this Rule must be directed to NFA.l

***

3OI. TEMPORARY LTCENSING OF APPLICANTS FOR ASSOCIATED
PERSON REGISTRATION.

***

(t,) withdrawal of application.

Failure of an applicant's sponsor or an applicant
to respond to a written request by NFA for cl-arif j-ca-
tion of application information or resubmission
of fingerprints in accordance with such request
will be deemed to constitute a withdrawaL of the
applicant's registration application and sha1l result
in the immediate termination of the appli.cant's
+amnarrrrr 1i nar^- --.rse .

t**

302. TEMPORARY LICENSING FOR GUARANTBED INTRODUCING BROKERS -

a^l 
^..-1,:a:^^!,:^--ta, v Lrd I I l. r \-o, L r- (Jrr 5.

*t*

l6 I r.ooi l-r'l a f i naornri r-irc ^- arrrlc nrnrri.laA hrl NFA
for aI I nersons thaf arc nrinr.inals and branch
managers; and [: Except that, principals current-
'lv rF.ri clprp.l :< aqqor.iifad nprq.rnq and liSted
principals of current registrants must complete
and file only the Disciplinary History portion
of the Form 8-R to satisfy the filing requirements
of (a) (D) and (a) (E) if they are not required
to register as an associated person of the
applicantr and l
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RI]LE 5OI. VJITHDRAWAL FROM REGISTRATION.

(a) 1, registrant may request that its registration in
one or more capacities be r,rithdrawn in accordance
with the requirements of this Rule if:
(1) The registrant has ceased, or has not co[unenced,

engaging in activities requiring registration
in such capacity; or

l2) The registrant is exempt from registration
in such capacityl: ]; or

(3) The regigtrant.is excluded from the persons
9r any. class of persons required to be reqistered
i_n such capacitv:

Provided, that NFA may consider separately each
. capacity for which withdrawal is requested in acting

r tlrarrr crr^h a 16^rrac+

***

RUIE 7OI . DISCLOSURE OF TNFORUATTON FROU REGISTRATTON RECORDS
MAINTAINED BY NFA.

(a) Definiti.ons.
(I) Registration Records. For purposes of Rules

701 and 702, the term registration records
shall be defined to include only the following
types of records which are in the custodv of
or maintained by NFA because such record= r.te
transferred f rorn the Cornrnission to NFA or because
such records have been received, generated
or compiled by NFA in perforrnance of registration
functions which NFA is authorized or required
by the Commission to perform pursuant to Section
8a(10) or 17(o) of the Act:
(A) Any application forms required to be filed

to obtain registration, including any
biographical supplements with respect
to principals of an applicant or registrant,
any schedules or supplementary attachinents
to such forms, any f j-ngerprint cards and
any financial reports, statements and
agreements required to be filed with initial
applications for regi stration;
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(B) Any supplemental statement or filings
to correct or update any registration
information submitted in a previous filing
or to give notj-ce of termination of employ-
ment of an associated person;

Any correspondence relating to registration
between the Commission or NFA and an appli-
cant or registrant i
Reports reflecting information developed
from sources outside the Conmission or
NFA compiled or generated in connection
with detelmining fitness for registration
or affili.ation as a prj-ncipal; and

Reports from foreign qtovernments and self-regula-
tory orqanizations and aqreements appointing
an aqent for service of process if such
reports and aqreements are filed with
NFA for the purpose of obtaininq an exemp-
tion from registration; and anv transmittal
forms, cover letters, or supplemental
materials relatinq to such filings.

(D)

(E)

***

B. Explanation of Proposed Amenaments to NFA Registration
Rules to conform them to the approved changes to
the CFTC Part 3 Regulations, to clarify registra-
tion f i-ling and fee requirements, and to expand
the definition of reqistration records.

The proposed amendments to Registration Rules 204,
208, 301, and 501 simply conforn NFA's Registration Rules
to the Commission's recently proposed aRend.ments to the CFTC
Part 3 Regulations governing registration under the commodity
Exchange Act .

In addition, NFA proposes that the 55 branch office
fee be eliminated from Rule 203 because the cost to process
the fee is too expensive to justify the charge. The proposed
amendment to Rule 302 simply cLarifies the filing requirements
for the temporary licensing for guaranteed introducing brokers.
Lastly, new subsection E to RuIe 701 expands the definition
of registration records to include the records which will .
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fee and to
ad justments
unders cored

to Bylaw 1301 to reduce the assessment
provide more f lex.ibility to make temporary
to the assessment fee (additi-ons are
and deletions are Ibracketed] ):

CHAPTER 13

DUES AND ASSESS}.,1ENTS

(b)

Bylaw I301. Schedule of Dues and Assessments.

Members.

Each FCM Member shal1 pay to NFA an assessment equal

(A) [$0.281 $0.24 for each cornmoditv futures contract(other than an option contract traded on a
contract market and a dealer option contract)
on a roundturn basis, and

(B) [90.16] $0.14 for each option contract traded
on a contract market on a per trade basis,

carried by it for a customer other than ( 1) a person
having privileges of membership on a contract market
where such contract is entered or (2) a business
affiliate of such FCM that directly or indirectly

(i)

NFh
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be filed with NFA for purposes of obtaining an exemption from
registration under the new CFTC Part 30 Regulations governing
foreign futures and options txansactions.

NFA respectfully reguests the Commission to expedite
revj-ehr and approval of the foregoing proposed amendments to
NFA Registration Rules 203, 204, 208, 30I , 302, 50I , and 701
and to declare such amendments effective immediately upon
approval by the Commission as authorized by Section 17(j)
of the Act.

II. TEE PROPOSED AUENDUENTS TO NFA BYI,AI| I3O]- AND EXPI,ANATION
TEEREOF

owns 100t of or is owned 1008 by or has 1009 ownership
in common with such FCl4 Drovided such FCI"1 has privi-



A. Webb
1988

leges of Membership on the contract market where
such contract is entered or (3) an omnibus accountcarried for another FCM Member for which assess-
ments are payable to NFA by the other FCM; and

(c) [$0.16] $0.14 for each dealer opti,on conrract.
on a per trade basis carried by it for a customerother than a business affiliate of such FC!,l
that directly or indirectly or"rns t0OE of oris owned 1008 by or has 100E ownership in conmonwith such FCM Member;

Provided, however, such assessments shalI be
suspended or adiusted by the Board Iduringany f i sca t-lEEllTEia perioa not to exceed
lhree months when in the j-Agment- of -EhE-oard
lthe budget goals of NFA for the fiscal year,
as prescribed by the Board under Section 6of Artj-cle VfI, have been rnetl such. action

NFH
Ms. Jean
March 8,
Page 8

is appropriate in liqht of NFA'E-6T&ETf-Tinan-

assessments to its customers aird shall remit
the amount due to NFA; and

(ii) Each FCM Member sha1l pay to NFA annual dues of
91,000 if such FCM Menber does not carrv dealer
^n{- i ^-vperv.r --.ltracts for customers.

***

B. Explanation of amendments to NFA Bylaw 1301 to reducethe assessment fee and to provide more flexibility
to make temporary adjustments to the assessment
fee.

On November 23, 1987, NFA subnitted to the Comrnissrona proposed amendment to Bylaw l-301 to revise the assessmentfee structure by expanding the base of accounts subject toan assessment fee. At the same time NFA requested the Comrnis-sion to detay the effective date of that amendment untit NFA
had an opportunity to study and propose a lower assessmentfee per transaction based on the additj_onaI accounts subiectto an assessment fee. The Commission approved that ameniment
on March 3, 1988, $i ith an effective date of July 1, 1999.
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On February 25, 1988, the Board adopted, by category
vote, the following amendments to Bylaw l-301. NFA proposes
to reduce the assessment fee from,S0.28 to $0.24 for each
comnodity futures contract on a roundturn basis and from $0.16
to $0.I4 for each option contract traded on a contract market
on a per trade basis and for each dealer option contract on
a per trade basis. In addition, NFA proposes certain changes
to provide its Board with greater flexibility to make temporary
ad justrnents to the assessment fee,

To arrive at the appropriate reduction to the assess-
ment fee, NFA first determined that the desired target leveI
for NFA working capital is between $5 nillion and $6 miIlion.
This amount should provide NFA a cushion to ensure that perform-
ance of its regulatory functions would not be interrupted
or impaired by a sudden, unforeseen drop in income. NFA concluded
that this goal should be reached gradually over a three year
period.

Based on projections concerning trading volume and
public participation over that period, NFA believes that an
assessment fee of $0:24 per roundtufn futures transaction
and S0.14 per option transaction would resuLt in a steady
reduction in NFA|s working capital to the leve1 of $5,9 rnillion
by the end of fiscal year 1991.

NFA recognizes that deviations from such projections
are virtually inevitable and can have very dramatic effects
on NFArs financial position. NFA therefore believes that
it is imperative that its Bylaws provide sufficient flexibility
to make temporary mid-course adjustments to the assessment
fee to avoid undesired accumulation or reduction of workinq
capi ta 1 .

Currently, the only such tool avaifable to NFA is
Bylaw I30l(b) which provj-des that its Board may suspend the
assessment fee during any fiscal year when the Board determines
that NFA.s budget goals have been met. However, because the
rufe allows only the complete suspension of the assessment
fee, any such action by the Board would either be for an imprac-
tically short period of time or would have a very dramatic
impact on NFA's financial position, Practi-cal1y speaking,
such an action could onJ-y take place after a thorough review
of NFA's position after the first three quarters of the fiscal
year. Since any suspension or adjustment of the fee would
last for only the balance of the fiscal year and Members would
have to be given adequate notice of the change, any suspensr-on
or adjustnent would last only one or tvro months at most.
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NFA's proposed amendment allows its Board to tenporar-
ily suspend or adiust the assessment fee when appropriate.
Such a change would give NFA much nore flexibility in dealing
with the assessment fee while preserving the protection that
changes to the assessment fee be approved only by a category
vote of NFA's Board. NFArs proposed amendment also provides
its Board the ability to take corrective action whenever appro-
priate. For example, if the Board determines that NFA's working
capital is unnecessarily high or unnecessarily low at the
end of fiscal year 1990, under the current amendment an appropri-
ate temporary adjustment to the assessment fee couLd be made
during the first quarter of fiscal year 1991. In sumnary,
as amended, Bylaw I30I provides NFA the necessary flexibility
to make temporary adjustments to the fee when good faith projec-
tions concerning trading volume or other variables lead to
unanticipated accumulation or depletion of working capital.

NFA respectfully requests Cotnmission approval of
the proposed amendments to Bylaw 130I. NFA requests that
the Commission declare the proposed amendments effective July
I, r988.

III. PROPOSED NEIiI BYI.AW 514 AND AUENDUENT TO BYI,AW 704

A. Proposed new Bylaw 514 and amendment to Bylavr 704
to conform to newly adopted CFTC Regulation 1.59(c)

BYLAWS

***

CEAPTER 5
BOARD OF DIRNCTORS

rl**

Bvlaw 5l4.Prohibition Aqainst Use of Non-Public Information

No Director sha1l use or disclose material, non-publicj-nformation, obtained as a result of participation
on the Board of Directors or any subcommittee of
lhe Board of Directors, for anv purpose

or subcommittee member,
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CEAPTER 7
COII{I{ITTEES

Bylaw 704.Regional Business Conduct Connittees.

There sha1l be three Regional Business Conduct Commit-
tees (hereinafter "RegionaI Conmittees" ), one for
each NFA Region (see Article V). Each Regional
Conunittee shall consist of nine ( 9 ) Members or persons
connected therewith residing in that Region. A
majority of the Regional Corunittee members eligible
to participate in a proceeding shall constitute
a quorum, except that in cases j-n whj-ch a pane]
has been appointed (see Compliance Rule 3-6) a quorum
shalI consist of a majority of such Panel members
but no fer^rer than three, including at least one
member of the Regional Committee. The members of
each Regional Cownittee shall be proposed by the
President and appointed by the Board. The Presialent
and the Board shall endeavor to propose and appoint
individuals who reflect the various categories of
NFA Members. Eich member of a Reqional Committee
shall serve for three (3) years, ixcept for members
of the initial Regional Commi.ttees, whose terms
shall be staggered, or until the member,s successor
is appointed and qualified, or until the member ' sdeath, resignation, ineligibility or removal. A
vacancy in a Regional Comnittee sha11 be fi1Ied
in the manner prescribed in Bylaw 601 for officers.
A Comnittee member may be removed by the Board whenever
in its judgment the best interests of NFA will be
served thereby. Each Regional Comrnj_ttee or its
designated subcommittee sha11 have jurisdiction
over those compliance matters arising in its Region,
including the issuance of warning letters. A matter
shall be deerned to arise r,rhere the NFA Member or
Associate that is the subject of the inquiry resides
(see Article XVIII). If a matter arises in two
or more Regions, the President sha11 assign the
matter to the Regional Committee the President deems
most appropriate to consider the matter. No Corunittee
member shal1 use or disclose material, nonlilEflE-
information, obtained as result of participation
qn the Cornmittee, for anv purpose other than the
performance of official duties as a member of the
Committee.
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B. Explanation of proposed new Bylaw 5l-4 and amendment
to Bylaw 704 to conform to newly adopted CFTC Regu1a-
tion 1.59(c).

On December 22, 1987 r the Commission adopted Regulati rn
L.59(c) which, in effect, requires self regulatory organization.
.( "SROU ) to adopt rules prohibiting members of any governi.ng
board or coNRittee of the SRO from improperly using material,
non-public information obtained as a result of participation
on any commtttee or governing board. In light of the adoption
of CFTC Regulation 1.59(c), NFA proposes the foregoing amendmeni:s
and new bylaw to incorporate the prohibitions against the
misuse of material-, non-public inforrnation.

NFA respectfully requests the Commission to declare
the proposed new Bylaw 514 and amendment to Bylahr 704 effective
upon approval by the Comnissj.on as authorized by Section 17(j)
of the Act.

Respectf u11y subnitted,
,rA ( e I n 

-Wa-u-45'/Cttlc
Daniel Jy Roth
Vice President, General Counse I ,

and Secretarv

KJw:pjf(Dr.F9)

cc: Chairman Wendy L. Gramm
Commissioner Kalo A. Hi-neman
Comrni-ssioner Fowfer C. West
Commissioner Willian E. Sea1e
Comrnissioner Robert R. Davis
Andrea M. Corcoran, Esq.
Marshall E. ltanbury, Esq.
Dennis A. Klejna, Esq.
AIan L. Seifert, Esq.
Susan C. Ervin, Esq.
Lawrence B. Patent, Esg.



UNITED STATES OF AMERICA

COMMODITY FUTURTS TRADING COMMISSION
2033 K Street' N.w.

Washlngton, D.C. 20581

June 15, 1988

Daniel J. Roth, Esq.
General counsel
National Futures Association
200 West Madison Street
Chicago, Illinois 60606

Re: Proposed Amendments to Nationaf Futures
Association Bylaws 704 and 1301 and Proposed
National Futures Association Bvfaw 514

Dear Mr. Roth:

By Letters dated March 8. 1988 and May J-1, 1988, the
National Futures Association ( "NFA" ) submitted pursuant to
Section 17(j) of the Commodity Exchange Act ("Act") proposed
amendments to NFA Bylaws 704 and 1301 and a proposed new NFA
Bylaw 514. The Cornmission understands that NFA intends to
irnplement proposed Bylaw 514 and the amendments to Bylaw 704,
which have been submitted in conformance with Regulation 1.59(c),
upon receipt of Commission approval . The Commission further
understands that NFA intends to irnplement the proposed amendments
to Bylaw 1301, which pertain to the setting of transaction
assessment fees, on JuIy J., 1988, the first day of NFA's next
fiscal year.

P.l-ease be advised that on this date the Commission has
approved the above-referenced revisions under Section l7(j) of
the Act.

^: 
t

y Secre
ssion

ary of the

[Hl 
E0El\rE[.fl]

UU JUli2tlggg L")

Sincerely,

GEI{ERAL COUNSEL'S OFFICE



Daniel J. Roth, Esq.
l,lational nrtures Association
200 W. !4adison Street
Gri-cago, Illi-rpis 60606

UNITED STAT€S OF AMERICA

COMMODITY FUTURES TRADING
2033 K Stre€t, N.W.

Washington, D.C. 20581

Jure 9, 1988

coMMtsstoN

IR 
Ec E [\'f E 

i]'l-'luu JUNl:1EBB v)
GENERAL COUNSEL'S OFFICE

704, and proE osed Blzlaw 514,
suhnission, will be considered

Re: Prcposed ArEn&rents to NFA Rtles

Dear l,t. Foth:

This is in req:onse to your 1etter dated March g, 19gg concerni'g, i',
part, arer&rents to NFA Registration Rrles 203(a), (b) and (cl , 204(cl ,

208(a), 301 (b), 302(a) (6), G01 (a) and 701(a). V A, June 8 r 1988 the

Oormission, pursuant to section I7 (j) of the Ccnnodity Drchange Act.. ap[xorred

tlpse anr:ndents.

Very truly yours,

* Uk-6&
the @mission

1/ Prcposed anen&rents to NFA Bylavrs 1301 ad
l*rich vere i-ncluded in NFA' s !4arch g, 19gg
separately tryr the Oormission.

Jean A.



N /I\ NATToNAL FUTURES ASSoctATtoN
I ll I f zoo w. MAorsoN sr.cHrcAco, rL.6o€o6.{312) 7sr.t3o0

VIA UPS

June 7, 1988

David Van wagner, Esq,
Division of Trading and Markets
Cornrnodity I'utures Trading Commission
2033 K Street, N.w.
Washington, DC 20581

Re: National Futures Association, Proposed Ner,t
Bylaw 514 and Amendnent to By]aw 704

Dear Mr. Van Wagner:

As you are aware, by letter dated March 8, 1988,
National Futures Association ( "NFA') submitted proposed new
NFA By1aw 514 and proposed amendments to NFA Bylaw 704 to the
Corunodity Futures Trading Commission for review and approval
pursuant to Section 17(j) of the Commodity Exchange Act, as
amended. These proposals incorporate prohibitions against
the misuse of naterial, non-public information by members of
NFArs governing board and committees, as required by CFTC Regula-
tion I.59(c).

In response to your request, this letter is to advise
you that the language "material non-public information" in
proposed Bylaw 5I4 and the proposed amendrnent to Bylaw 704
is j-ntended to have the same meaning as the language in CFTC
Regulatr.on 1.59(c). Accordj,ngly, NFA wilI interpret Bylaws 514
and 704 by applying the definitions of material and non-public
information which are set forth in CFTC Requlation l-.59(a) (3)
and (4).

Very truly yours,

/^ /^\ ---) 'hJ)--9f^{,--
DanieI J. \Foth
General Co'uns e 1

DJR : tyd ( kpcD9 : F5 )



J\ ruRIOrunL FUTURES, ASSoCIATIoN

I l2m W. MADISON ST.CHICAGO, lL.€O606.(312) 781.13@

uay 1I, 1988

!'1s . Jean A. webb
Secretar iat
Conmodi ty Futures Trading Comrnission
2033 K Street, N.W.
vlashington, Dc 20581

Re: National Futures Association, Proposed
Amendments to Bvlan 1301

Dear Ms. Webb:

By letter dated March 8, 1988, National Futures
Association (xNFA" ) submitted to the Comnodity Futures Trading
Commission ( "Corunissiontr), for approval' proposed amendments to
NFA Registration Rules and NFA Bylards 1301 and 704 and a proposed
new Bylaw 5I4. This letter is to atlvise the Conmission that part
of a sentence nas inadvertently omitted in the t'{arch 8, 1988
letter. The onitted language has not been amended, relates to
annual dues rather than assessment fees' and does not affect the
submission itself. Ilowever, in the interest of accuracy, NFA
desires to correct the uarch 8, 1988 subnission. The following
is a correct copy of Bylaw 1301, with the proposed amendnents
indicated (additions are underscored anal deletions are
Ibracketed ] ) .

NFA BYLAVTS

***

CEAIITER 13

DUES AND ASSESSIiTENTS

***

Bylaw 1301. Schedule of Dues and Assessments.

***
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(b) FCM I'tembe rs .

(i) Each FCM

per trade basis carried by it f6r a customer otherthan a business affiliate of such FCM thatdirectJ.y or indirectly owns 100t of or is ownedI00t by or has 100t ownership in cornmon vrith such
FCM l{enber t

Provided, however, such assessments shaLl be suspendedor ldiusted by the Board lduring any fiscal yearl for ap9rr9d not !o-e.xcegd. three months when in the judgmEntof the aoa@ NFA for the fis;a]year, as prescribed by the Board under Section 6 of

(other than an option contract lraded on acontract market and a dealer option contract) on around turn basis, and

tSO.161 90.14 for each option contract traded on acontract market on a per trade basis,

Member shall pay to NFA an assesstnent equal

(A) t$0.281 $0.24 for each commodity futures cont ract

(B)

carried by it for a customer other than (1) a personhaving privileges of rnembership on a corriract market
where such contract is entered or (2) a businessaffiliate of such FCM that directly or indirectly or"rns
1001 of or is owned I00t by or has 1O0t ownershii in
conmon r.ri th such FC!{ provided such FC}it has pr iviiegesof membership on the contract narket hrhere suchcontract is entered or (3) an omnibus account carriedfor another FCt{ Menber for which assessments arepayable to NFA by the other FCI{; and

(c) t$0.16I 
-$0.. 

14. for each dealer option contract. on a

Article VII, have been metl such action is appropriatein .light of NFA's overall f i;ancGT qoels. The FCtd
Member sha its custonersand shall remit the amount due to NFA; and



Respectf u11y subni tted,

r --\ /") t/n Lr,L,/t _
I t\-L<-c<! 1 1-' -Daniel .l . noi\

General Counsel

DJR : tyd ( X6 01-Jea nwebb )

cc: Chairman Wendy L. Granu[
Conmissioner Kalo A. Hinenan
Commissioner Fovrler C. West
Corunissioner WiIlian E. SeaIe
Commissioner Robert R. Davis
Andrea Ir{. Corcoran, Ese.
Uarshall E. I{anbury, Esq.
Dennis A. KLejna, Esq.
Alan L. Seifert, Esq.
Susan C. Ervin, Esq.
Lanrence B. Patent, Esq.

NFh
1.1s. Jean Vlebb
May 11, 1988
Page 3

(ii) Each FCM Uember shal1 pay to NFA annual dues of g1,000
if such FCl,t Uernber does not carry dealer option
contracts for customers, or S1,500 j.f such FCU Member
does carry dealer option contracts for customers.
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l\ ruelorunL FUTURES A$socrATroN
| | 2m W. MADISON ST.CHICAGO, lL.5O8O6.(312) 781-1300

March 14, 1988

Mr. John C. Lawton
Associate Director
Di-vision of Trading and Markets
Corunodity Futures Trading Commission
2033 K Street, N.W.
I4ashington, D. C. 2058L

Dear Mr. Lawton:

I am in receipt of your fetter dated March 4, 1988,
concerning Corunission Requlation 1.59 ( c ) .

Please be advised that pursuant to Section 17(j)
of the Commodity Exchange Act, as amended, by letter dated
tlarch 8. 1988, National Futures Association subnitted to the
Conmission proposed new NFA Bylaw 5f4 and proposed amendments
to NFA By1aw 704 which shaIl become effective upon Commission
approva]. These proposals incorporate prohibitions against
the misuse of material, non-public information by any member
of NFArs governing board or conmittees as required by newfy
adopted CFTC Regulation 1. 59 ( c ) .

SincereIy,

J. R
Coun ef

DJR:cm(D40.F20)

Danr e
Genera I



COMMODITY FUTURES TRADING COMMISSION
2033 K STREET, N.W., WASHTNGTON, O.C. 20581

otv rsroN oF
TRADTNG AND MAB KETS

March 4, 1988

Daniel J. Roth, Esq.
Vice Presiderrt, General Counsel

ard Secretary
National F\rtures Association
200 West I'ladison Street
Chicago, Illhois 60606

it,;EpFl

Re: Ccnrnission Regulation l-.59 (c)

Dear !,1r. Roth:

Ccnnr,ission Regulation 1.59(c) requires each self-reqrl-atory organi-
zation ("SRO") to adopt ard maintain rules t.l:at proLri-bit r€mbers of an SRO'S
governilg board or of a canmittee of srrch SRO frqn using or disclosirrg
naterial, rnn-p:b1ic irfornntion cbtained as a result of such nsrber's
participation on ary governiJrg board or ccnnittee of such SRO, e)(c.ept for tlre
perforrnance of such rerber's official duties as a go\rerning board or ccnrnit-
tee rEfiber. Regulation 1.59(c) was adopted by t]re Ccnmissical on Decqnber 22,
1987 ald beccnEs effective ltarch 28, 1988. llo date the NFA has not sutnitted
rules r*rich satisfy the requir€rents of Regiulation 1.59(c).

This letter, therefore, is to rernird you of yo:r cbtigations urder the
Regulation. You should be arrrare that tt€ mle nay be sutrnitted under Seetion
5a(l-2) of the Comodity Exchange Act ard Ccnndssion Regulation 1.41 (c). In
such a case, a satisfactory subnissicrr carr be nede effestive ten days after
tlre date of its receipt \z t}re Ccrmission. By eqrparison, a rule for v*rich
the @rmissior's approval is sought urrier SecLion 5a(12) and Regulation
1.4f (b) generally carurot be nlade effective prior to Ccnnr_ission aFprc^ra1 or
until 180 days trave elapsed, wtrichever is earlier.

f have enclosed for lnrr comrenience a coFry of the Federal Reqister
notic-e anncrmcirg t}re adq)tion of Regulation 1.59(c). rf @-r an1'iiiffirs
of ycur staff have any questions this natter, please feel free to
contact rE or Lystra B1ake, Esq. at (2021 254-8955.

Very truly yo.rrs,
A / r n/
-"1-...,-< ,ft.-X-3\

,/i loUn c. r,as/ton
Associat€ Director

FnilllCr' 'e n-- -
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records management, trsnsporlalioIL
u'archor.rsing, ulililies. and mail. ll is
responsible for all CPSC contracts snd
procurement of senices and supplies. lt
dcvelops. implements. and mainlains
mlndSemenl informslion systcms and
distributes summary .eports on dala
accumulatcd by those 6ystems. The
Directorale slso maintsins and updates
the reference litrrary, performs data and
bibliographic research lor the agency
and its constituency, and sdministers
lhe ordering. receivinS. and distribution
of all publications requesled by or for
CPSC personnel.

5 1000J0 Dircctor.tc tor Ficld Op"rluons

{sl The Directorate for Field
Operations. tlhich is managed by the
Associale Executive Director fo! Field
Operations. has direcl line aulhorily
over sll Commission field operations,
develops. issues. epproves, or clears
proposals end instructions €ttecting the
field activities; and provides a central
point wilhin the Commission from which
Headquaiters officials can obiain field
support services. The Direclorate
provides direction and leadership to the
Re8ional Centcr Direclors End
promulgates policies and operational
guidelines which form tbe framework for
manaSement of Commission field
operations. The Directorate rdorks
closely with the other Headquarlers
functional units, the Re8ional Cenlels,
and other field offices to assure effeclive
Headquarters-field relationships, proper
allocalion of resources lo support
Cornmission priorities in the field, and
effective performance of field task6, It
represents the field and prepares held
proSram documents. lt coordinales
direct contact p.ocedures between
Headquarler's offices and Regional
Centers. The Directorate is also
responsible for lisison witb State,local,
and o0rer Federal aSencies on product
6afety pioSrams in the field.

(b) Regional Centers are responsible
for carryin8 out investiSative snd
compliance activities within their arees.
They encourage voluntary industry
complialce with the laws and
regulations edministered by tbe
Comhission snd implement wide-
ranSinS public information End
education pro8rams designed to r€duce
consumer product iniuries. They algo
provide support 8nd maintain liaison
with componenls of th€ Commission,
other RegionslCenters. and approp ate
Federal. State. snd local eovemment
offices.

IFR Doc. 87-3:36 Filcd 1:-:8-3r:8:t5 anl
![Lr|lc cooE a3!9-ar-r

CO[' MODITY FUTURES TRADING
coMMrssloN

t7 CFR Parl I

Activities ol Selt-Regulatory
Organizalion Governlng Members Who
Po3se$ Material, Noft Public
lntormalion

a6€xcY: Commodity Fulures Trsding
Commission.
ICTIOX: Final Nle.

sunMARrt The Commodity Futures
Trading CoEmission ("Comm'ission"l
has sdopled fiBal Regulation 1.59(cl,
which requires relf-reSulstory
or8anizations to adopt rules prohibiting,
iD accordsnc€ wi$ the standards
contained in ihe reSulation, disclo3ur€
or olher improper use ofmaterial, non-
public information by rnembers of relf-
rcgulatory or8anization Soveming
boards and committees.
EFFEC?|VE DAYe New ReSulaiion 1.59[c]
becomes effective M8rch 28. lS8.
FOR FURTXER I;IFORIIATION CO}{TACI:
De'Ana Hamilton-Brown, Attornet/
Advisor, Division of Trading and
Markets. Commodity Futures Trading
Commission. 2ql3 K Street. NW..
washinSton, DC 20581. Telephoner (2!2)
254-.8955.
SUPPLET'Er{IAFY IIIFONUANO[:

l. lntroductioD

On lune 11, 1985, the CommissioD
publisbed proposed ReSulation 1.59
relatirl8 to the activities of self-
regulalory orSanization ('SRO")
employees and goveming rnembers who
possess material, non-public
information. 50 FR 24533. The
Commission's proposal wss desiSned to
eliminate or minimize tbe poteotial
misuse oT mat€rial, non-public
information by employees and
goveming members of SROs wiU
possersioo of or acces8 1o material, noD-
public information. given that auch
conduct could undermin€ the concepl of
industry self-regulation and dininish
public confidence in SROs. 50 FR 24$3-
34.

On November 25. 1986. tbe
Commission adopted, as linal, the
provisions of ReSulation 1.59 spplic€ble
to SRO employees. The rule prohibits
Ihe disclosure of rnaterisl, noo-public
information obtained as a re6ult of
employrnent by an SRO. Furthermore,
the rule reguires SROS to 8dopt rules
proscribing such disclosures 8nd barrin3
employees fror! tradin8 in commodily
inleresls on the employinS contr8ct
market. in related commodity int€rests,
or in commodily interests lraded on
olher €xchanSes as to r*'hich the

employee bas eccess lo msterial. nolt-
public informo tion-

Concurnntly with the Commission's
adoptioo of the final rules perlaininS lo
SRO employe€8. the Commission
d€leted the ponion of the rule perlaininS
to 8overning members. Generalll'.
ReSulation 159[c] n'ould have
prohibited governing rnembers having
knowledge ofcertain finsl or immineot
decisions of a goveming board or
committee hom trading the contracl
affected by ruch deci3ionE or telated
contractg, and from disclosinS
information conceming thc decisions,
prior to publication. ln sddition, the
proposed 3oveming members provision
would have required €ach contract
marlet and clearing ot8enization to
adopl rules rcquiring that final decisions
ofgoverning boards o! commillees be
onnounced publicly before lhe opening
of the next tradinS B6sion in the
sffected contnct, Thes€ provisions w€re
intended to pr€vent the.misuse of
information coDc€minr decisions which
could not be appealedlo another body
within the SRO and whiclr without
further action, could slter materially the
futur$ tradinS environment. such as
decisions lo tevise margin levels
substaDtially, limit tradinS to liquidation
only. compel liquidation of positions
held by rnajor markel pa icipants, and
other rule changes that could affecl the
prices of parlicular tutures or option
contracts.5l [R 8t 14868 lDecember 12.
r986).

Obiectioos lo tl€ proposal induded
concerns re'lating to the acope and
operation of the proposed tradinS
Drohibidon. whicb 6qme commenters
claimed would prohibit far more trading
thsn necessary to pr€serve the inteSrity
of contrsct mar*.ets and could impsir the
ability, or dininish the willinSnese, of
knowledgeable SRO memberg who are
also sctive trEdeB to serve on 8n SRO
bostd of directoF or its ttrsior pobcy
end disciplinEry comtcittees. Baeed
upoD its rcview of there aod otber
comments, the Conmission determined
that the proposed restrictions upon the
sc.tivitiss of goveminS member! Eetiled
further considerstion and possible
amendment" deleted lhe tovcrninB
members provi6ion from Re8ulatioD 1.59.
as adopted, aad by Federal Regi6tcr
release of December 12,1984 invited
comment "on how belt to revise the
governing nembets provision" lo
oddress th€ concerns raised by the
comments pr€viously rec€ived.r 51 FR
,t i866, ,t4868.

I The Corh|nillion r!.!ivtd nin. (Drnncnl l.nc.t
in rcaDon.. ro it! Dcc.nbcr ra ls requ!! tor

C,nr5€d
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- The commenters generally cupported
the vievr that governing membets musr
mainlain the confi dentjality of rsrsitjve
information received in thJ performauce
of their officialduties- Howiver. rome
commenters questioned the necessity for
Commission rulemsking to achieve tirat
end, and 8 substaniial number
questioned the specific formulation of
the previouEly proposed rule. ln licht of
these and eadier comments,lhe
Commission revised thc propored rule.
8nd on AuSust ?A 1982 tbe Commigsion
publisbed the new proposed goveming
tr|ember8 rule for commenl- 52IR 92560.

ll. Activities of Self.Reculatorv
Organizatioa Govemioi Menfurc Who
Possess Materi.l Noo-public
loloraratiou

Tbe proposed Regulatior 1.S9lcl.
published in August. t982. would Lave
required SROs to sdopt rules providing
that no memb€r of an SRO goierning
board or comnittee shalluse or
disclose. for any purpose other thsn the
perfirmance of :uch member'e official
dutie8 as ! governing member. material,
non.public information obtained 8s I
result of such rrlember'E participation on
any committee or goveminR board of an
SRO,.t Proposed Regulation-1.Sg(c) also
wouro nSve required contracl markets
and clearing organizstions to sdopt
rules requiring the publication, except
Io-r good cause shown. of final decisrons
ot contracl matket and clearinr
oBanization goveming boards-and
commitlees prior lo the openinr of the
ncr, ,.-din8 ression in thl afleited
Cot:i: . . I on lhat Contract m8rket. snd
prior to the opening of the next tradinc
8ession in a contract based on the sarie

commodity a6 tbilt contracl lrsded on
any linked exchange.

The recently propo3ed Regulation
1.59(c) diflered significanrly from the
previour proposal. First, Regulation
1.59(c),8s revised, would have
encompassed ihe misuse of s potentially
broader category of material, non-oublii
information! ihan the original proiosal,
which would have addres'sed onlrthose
6ituations in whicb 8 toveminr niember
had Inowledge of a final or imininenr
board or committee decisioru Second, in
conbast to the original proposal. wbich
would h8ve created a Drohibition
aSainst uading by govirnilg members
who possessed or had access to
material, Don-public inlormstion, the
revised proposal would have required
case-by-case enforcement by tlre SROs.
ln this regard, the Commission
anticipated that SR0s would
incorpor€te inlo their existing
allraTnatrve rute enlorcemenl proglam,
the surveillance of the trading aciivity of
Sorernin8 memb€rs where there war a
potential nexus to krowledge of
material. non-public informstion in their
capacity as 6uch. and other affirmative
enforcemenl measures designed to
detect and deter trsdinc based upon
such informstion and o-ther misuse of
Euch intormation. Finally. ihe proposed
lmmedrate publication provision, which
previously would have included certain
slringent procedural requirements, as
rcvised. would have permitted delaved
publication of 8 final decision for cood
cause shown, provided the Commission
received p.ompt, r,!Titteo notification of
such decision.

The Commission rcceived six
comment letters in response to itg
August 28, 1987 request for comments on
revised Regulation 1.Sg[c).. ceDerally,

. "For purpoGr of th'!.ection: . . . .MaGlirl
lnfonnahon hern! infor|nation $,hicI rvoujd bc
conriderd Inponanr by. Ea!6t|!bl. r,.f|e E
.lecrdrnS whc$.r ro trad?. plrtidrlar co.nmodny
rnrcr.fl on.-cont6ct d|.rtct. ircludtng. bd Dot
||m €o to. intorrnation netatina to Drlrenr o.
.nlic ipar.d cr3h. futurer or ophon po!ittona tle&ng
rlr'le8r?!, th! fin.nctll condrrion of mlthbcn ot -
lSROslo! th€ir curron.r|. or th? ,!guhto? .crbnr
or propor€d ,?8uLstory .crioru ol lSRO.l.
'Nonpublrc inJonh.rion llerar int-orrtlrrj_on rbich
i.3 nol b€cn drr€min.r.d in. D|llncr *hrcrl
hrlc. ii $n.r.lly .v.ihble io th rading Dublic
lhmu8h rccoSniz.d chrnn.b of dirrnblbd-
R.8ul.tion. L59lo) {3)rnd trl Thc Conrnhrion

"xp€car 
SRO' under 6c rtvir€d rula ro dlrcrr ,|.

lhc ipphc.lion oI lh. n.rc.riel. non-!rubtic
Infornrs r ron .trndsrd in rpecific t.ciu.l conGrt., I
proc€rr thst willrrfine $c d€finition ot lh.

-intormatton Ihst m.y not b. mi.ur.d o. di.do.Gd
, .This r€quell .licitcd formsl cott|ftent froh: {rl
Ciic€8o M.r.3ntil€ Efthlns": t2l Coflc". $r!. r
co.os Exc-hsnP.. lnc.: {3)Ch'caso Board or Tndcr
{a) N.rtronal Grain lnd Feed A.socistion: t5l
Narronal Futures Atiociation: rnd krl Nstjon.r
Grni$ T'rdr Council.

the comment6 Gupported lhe provisions
which would heve required SROs to
prohibit the disclosuri or misuse of
mate al. noo-public information
obtained by goveming members as a
result of their psrticipation on SRO
governing boards or commiltees. but
opposed the immediste publication
requirehent with resDect to final
decisions of governing boards and
committees.

The commenters agreed that the
revised version of Regulation 1.59{c).
excluding the immedrste publication
requiremenl. r€prt6ented a 6ignificsnl
rmprovement over the rule as preriously
groposed. OIle commenter
acknowledged the need to maintain
public confidence in the market and
6upported the Commission'6 DroDosal to
sdopt I perfomance standard. Another
commenier 6tated that the "Dertormdnce
atandard" approach would allow SROs
lo discipline members wbo abuse their
lrusl 8nd responsibilities by using or
drsclosurg material, non-public
informatiorL The commenter stated
further that the flexibility and focused
rcslrainl of the proposal. would avoid
the-loss of services on goveming boards
and committees by industry volunteer6
who might fear the restrictions on their
trading sctivity contained in the :995
prcposal, Other commenlers stated thal
the revised proposed regulation
demonst!8led $e Commission s
confidence in effective exchanee
rulemaking b1' leaving the responsibilitl
Ior tne Specllrc lerms to the excbanges.
which are uniquely able to tsilor th;ir
rules lo fit their particular circumslaDce.

Ag noted, however, the commenters
atrongly opposed the immediate
publicstiolt r€quirement as proposed in
Regulation 1.59(c)[Z]. Most of the
commentere agreed that certain board
decisions should be announced
promptly End publicly. but believed that
mandating cuch disclosure by
Commissio! rule i! unnecessarv and
unduly burdeneome. ln this recard.
several commenters ststed th;t the
immediale publication requilement is
unnecessary ln light of tbe provisions of
proposed ! Lsqcxl). Specifically. one
comrEeEter explained that goveming
member6 hav€ a duty to disclose
materi8l, non-public information at the
approp.ist€ tirne. rnd if they breach that
duty and make irnomoer use ofthe
information prior io public
di6seminatiorl they would be in
violatio-n of the exchange rules to be
odopled puisuant to ! t.S9(c)(1).

The commenters noted further that the
immediate publication requirement. a5
proposed. often r.r,ould be operationally
impossible. psrticularly with the curenr

conrn.nr (r) Chic!8o to.rd ofT!.d€i {zt Cof.e-
::!:r i.coco.s.qchaD8.r tng: t3) com;i o.irin8
A'l'oci.tion. {a)Cornmodiry Erchrnrc. Inc-: t!
Mhn..polis c'|ln Erd.nSe {rJ Niionll F;tu !.
^8.ocr.tior [7) Natiod^l Cr.in TEd. Coulcil ls]N.ron.t crrin.nd F€.d A..oo.tio'lr.nd (gl Nerdyorr M.rr.nlit€ Exchrn8c. For rn tndeDrh- 

'
dr.lr.ion of l. corno|cntr r€c.ivcd |nil th!
Lomhr.ion r |trlro a S.,f 52 FR 3il560 lAut!.t Z&

I Tbr ibiristty DroFcld fov.hila D€rbcn rut!*odd hrv. rp9h.d only to contflci !|!*.b |!dq?rflq ortrErEtion . A. rlvird IroDor.d .

re$r|llar t.sglc)O I rffltd h.v!.ppticd ro SRO...r o€r'rcd l|r I Lsg{.)ltl Ur.rlby inctdilr thG
N.lionrl Futur?. A{oci-.oo! (-fiFA..l. Th;r c}sng.
rrrr.cb rrtormul.tior ot th? n l. to.DDly to thr u.€
or ln3reflat. non.gublic tnlonDltion r. o;Do!.d ro
rr. di na .ctivitic. irt ti! cdrrcn ol lao*,iiaee ollhd or imminant dGcirionr ttlcvent torucirrrorq.
Nr/r.corntn.ntcd lhrr Fvir.d R.Auhtion r.sgtcl -
.nourd-not .pply to NFA tt c.ur. ..ahc .ppl |c! bility
ol l.l5qc) to inforn.rion obratncO rna icci|ionrrr.d. b, NFA borld or cornmila. mr.rhbcfr i.
ttthol.." Tb. Commir.ion di|.$.G.. ilFA Sovemin8n.ho.r' h.va.cc.rr to infonDrtion conccrnrns the
x..ncrrr condit'on ol ir, mlhbcn which th€(J,m'nrrsion b.li?v.3 cculd pmvide !n untar
Ir'drnt.dv.nt€8c. tf |lted lo, that DurDo!4
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as defined by the PR 4.. ln compliance ...

wilh lhe PR& the Commission- . , .. .'
previously submitted lhic rule in. - ' . . ..
proposed form aod its sr8ocisted .-
informstion collection requiremenls lo -
the Office of Managenrent and Budget
("OMB l. stating thai Rule t59 doe; nor
impose any additional paperwofk on the
public, but that SROS may be required to
submit new or altered nrles to the
Commission pursuant to Regulslion 1.41.
Rule 1.41 was sssigned previously OMB
Conlrol No. 3034{1022.

Copies of the OMB approved
informatjon collection pac&age ..

associated with this rule rnay be ,

obtained from Bob Neal. Office of
Management aod BudgeL Room 3220,
NEOB, Washington, DC 205{13, (202) 395-
7340.

List of Subiects in 17 CF? Part t
SROg Contract rharkets. Clearing

organizations, Registered futur€s
associations. CoDtract malket memb€rs.
Exchange employees, Directors oI
contract markets and dearing
OrSanization6.

ln consideration ol the foreqoinq. and
based on the aulhority contained in the
Commodily Exchange Act and. in
pa.ticulsr. 6ections 3, 4b, S,5a, 6. 6b, L
8a. 9. 17, and z3[b) thereof, Z U.s.C 5,
6b, 7, 7a, 8, 13a, tZ. lza, 13. 21 8nd 26(b)
the Commission is proposing to amend
Title 17. Chapter l. Part t of the Code of
Federal Regulations by adopti4 new
! 1.59(c) as follows:

PAAT I_GENERAL REGULATIONS
UND€F THE COMMODIW EXCHANGE
ACt

1. The authority citation for part 1
continueE to read as follows:

Authority:7 U.S.C. 2, 2a. {. {a. 6, 6a. 6b. 6c.
6d. 6c. 6t 68, 6h. 6i, Oj, 6k. 61. 6m, 6n.60.7.2a,
4.9.12, 12r. tzc. t3a.l3a_:,16. 19. zl.23, aDd
24. unl6s othetwire 6tsled-

- 2. Section 1.59 is smended by rcvising
the Eeclion heading 8nd by sdding
paragraph {c} to read as follows:

I l.g9 lclivttict of t lt..!9utato.y
organEation crhployGa! and govcmlng
niclnD!.t iho Potaart trratcrLl, atoa!9ublb
lr|torrbaUon-

lcl Members ol self.regulotory
orSonizotion goveming bootds ond
coth m i t I ees. Each self-regulatory
orSanization musl maintain in effect
rules which have been submitted to the
Commis6ion pursuaot to section Sa(12)
of the Act and Commission Rilulation
l.{1 (or pursuant to lection 17{i) of tne
Act in the case of s registered iutures
associalion) r,r.hich proride that no
membcr of such self-reguldtory

or88(izatioo tovcrning bmrd or of a,.,
committee of such self-reculatorv . .

organization shall use or iisclosi, Ior,
any purpose other than lhe performance
of such member's official duiies as e .

Soveming board or conrmittee m@rb€r.
material. non-public informslion
obtsined as I result of sucb member's
parlicipalion on sny commi ee or
governing board of such self-regulatory
orSanizatiorL

bsued in WathinSton, DC on Deceraber zZ
198?. by the Comtnilriort-

lee! A. Wcbb,
SecElory ol lhe Commission-

IFR Doc" 87-2€zr Filed 12-2H7r 8i{5 aml
lLllilc @ot G'st{r-.I

SECURMES AND EXCHANGE
coMMrssroN

'17 cFR Prds 229, 240 .nd 270

l Rclcase }{os. 3.a-252 l r: lc-l6 i8 l: FilG {o.
st-rH7)
Prory Fule$ Amendmenls To
Eliminate Filing Requirern"nb tor
Certain Preliminary Prory tlaterlat
Am.ndments With Regard lo Rule
t tla-8, Shareholder P.oposals

acGxcY: Securities and Exchanee
Commission.
AgnOM Final rules.

Technical and clarifying ame[dmenta to
Schedule 1{A slso s.re beingadopted.
CFFECTIVE DAte All smahdments are . .

effective Fcbruary 1, 1988. excrpt for {he
deletion of Rule l,la-€{aXl){ii}, r^,hich is
effective DeceDber 29, 1987. Refer ro the
8upplementary informatioa section
below for a detailed explanation of how
the effective date will €ffect the - . . '
oper8tion of Rules l4a-4[8). 14a-a{a}(1}
l4a-a{d). 14a-€{e), r4c-{{a), End
Schedde l4c.
FOR FURTXEn tXFOBl|AttOlr ColltlCt:
Barbara l. Green or Elizabeth M.
Mwphy, (2021 27 2-2589. Office of
Disclosure Policy. Division of
Corporalion Finance, S€curjties 8nd
E\chanSe CommissiorL {50 Fiflh SteeL
NW- Washington DC 20549. Afler th€
effective date, contact Cecilia D. Blle,
{2o4 u2-25?3, Ot$ce of Chief Counsel.
Division of Corporation finance. With
respecl to investmenl cornpanies
contact Dorothy M. Donohw, l2O2) 272-
2107, Ofice of Disclosure and Adviset
Regulation, Division of Investment
Management.
suPPLEraE taRY rFonrarto$ The
Commission is adoptinS amendments lo
ReSulation-14A | {Rules 14a-3 r, 14a-6 I
8nd 14a-{. and Schedule 14A 5) and to
ReSulation 14C 5 (Rules 14c-3 ? and 1,k-
5 3 and Schedule lcC eJ under the
Securities Exchange Act of 1934
('Exchange Act'). I o The Corunission
also is adoptinS amendments to Rule
20a-1 I I under the lnvest$ent Company
Act of 1940 ["lnvestment Company
Act") 12 and to ltem 401 It ofRegulation
s-K. r.

The deletion ofRule 14a-8[a)(1Xii] r5

is effective upon publication in the
Federal Register. The effective date {or
all other smendments is Februarj, 1,
1988. The followinn outline indicstes
how the effective dates will affect the
operation of Rules 14a-6[al,t6 1{s-
8(aXlI t z 14a-8[d).r! 14a-{(e}.r,1{c-
5(a).:o and Schedule 14C:

SU HARY: The Commisrion today
announced the adoption of amendments
lo the proxy rule6 to elimiirate the fiting
of preliminary proxy and information
6latements under certain circumstances.
To accommodate the changes in filing
requirements, r€lated arBendm€nts to
Rules 14a-3. 14a-{, and l{c-i, Schedule
14C. the filing fee rules and ltem {o1 of
Regulation 9-K also ar€ beinS sdopt;d.
ln sddiliorL the Cornmission is adopting
an ameldment to Rule 14a-8 to delete
the limitation on inclusion of I
shareholder proposal in the reSistr8nt's
proxy material where the proponent
delivers wrilten proxy materials to
holders of more than 25% of 8 class of
the r€gistiant'5 securities. Other
amendments to Rule 14o-€ relatinc tq
requests foi documentary support-of a
proponent's beneficial ownership claim
require lhat € registrant rnake any
request lor documsrtary support within
14 calendar days. extend from 14 to ?t
calendar days the time period in rvhich
Euch documentstion must be furnished.
and require that a rcgistrant sccept.
under cerlain circumslances. a coDv of
cerlain Commission fi linrs. torether
with a proponent's affidaviL a;
sufficiert documentation of a
proponent s beneficial ownershio claim.
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