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March 8, L994

Ms. Jean A. Webb
Secret ar iat
Commodity Futures Trading Commission
2033 K Street, N.w.
Washington, D. C. 20581

Re: National- Futures Associati-on: Proposed Amendments to
NFA Registration RuIe 401

Dear Ms . l,febb :

Pursuant to section 17(j) of the Commodity Exchange
Act, as amended, National Fut.ures Association (*NFAU) hereby
submits to the Commodity Futures Trading Commission (r'commis-
sion") proposed amendments to NFA Registration Rul-e 401. The
amendments were approved by NFA's Board of Directors on February
24, 1994. NFA respectfully requests Commission review and
approval of the proposed amendments.

THE PROPOSED AIITENDMENT S

The proposed amendments to NFA Registration Rule 401
are as follows (additions are underscored and deletions are
bracketed):

REGISTRATION RULES

PART 4OO. PROFICIENCY REQUIREMENTS

Rule 401. Qualification Test.ing RequiremenE.

(a) Except as provided elsewhere in this Rul-e. lin Rule 401(b) ]
any individual applying to NFA for registration under the Act as
a futures commission merchant, an introducing broker, a commodity
pool- operator. a commodity trading advisor. a leverage transac-
tion merchant, or as an associat.ed person of any of Ehe forego-
ing, or applying for registration with NFA as an Associate
pursuants to NFA Byl- a14r 301(b) shall not be regist.ered, temporarily
l-icensed, or an Associate Member of NFA unless:
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(r) NFA receives satisfactory evidence Ehat the applicant
has taken and passed the National Commodity Futures
Examination on a date which is no more than two years
prior to Ehe date the application is received by NFA;

(2\ the applicant has been duly registsered und.er the Act as
a futures commission merchanc, an introducing broker, a
commodity pool operat.or, a commodity Crading advisor, a
leverage Eransaction merchant, or an associated person
of any of Ehe foregoing, at any Lime during the two-
year period immediately preceding Ehe date the applica-
tion is received by NFA[; or].

(b) I(3)l INFA receives] Notwithstandinq the provisions of Rule
401(a) , a person applvinq to be reqistered as an associated
Derson may satrisfv Ehe proficiencv requirements of this RuIe bv
providinq to NFA a certification, which shal1 be coneidered
incorporated into the application for registration under che Act,
signed by both the applicant and the applicanE's sponsor, statang
that :

(1) t(A) I Ehe applicant is currentl-y regist.ered with the Natsionaf
Associatj-on of Securities Deafers, Inc., as a Generaf
SecuriEies Represent.at. ive; and

(2) t(B) I the applicant's sole activi-ti.es. subjecE co regulation
by the Commission, are and will continue to be limited
to referring clients to an associated person who has
satisfied the proficiency requirements set forEh in
Ehis Rul-e, provided that the applicant's referral of
clients is solely incidental Lo his business as a
General- Securities Representatj-ve ; or the gupervision
of persons whose activities are so limited; and

(3) t(C) I the applicant's sponsor understands that the sponsor
must supervise the applicant's compliance with the
limitation on the applicant's activities seL forth
above and that any failure of the applicant to adhere
to such limitations may be cause for. among other
t.hings, disciplinary action by NFA againsc the sponsor
for violation of NFA Compliance Rule 2-9; and

(4) [(D) ] the applicant and the app]icant's sponsor undersLand
that will-fuIIy making a materiall-y false or misleading
statement in r-.' h.vt- ^F fha appfication for registsra-
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tion, including t.he cerEificaEion required by this
Rule, is cause for deniaf. suspension, or revocaLion of
registration and criminal prosecution.

(5) t(4)l The limitations set forth in this RuIe shall remain in
effect until the applicant or the applicanE's sponsor
submits to NFA satisfactory evidence of having taken
and passed t.he National CommodiEy Futures Examination.

(c) [(b)] Notwithstanding the provisions of RuIe 401(a).- a person
applying t.o be regisEered as an associaEed person may satisfy the
proficiency requirements of this Rule by[: (1)) providing satis-
factory evidence Eo NFA that the applicant has taken and passed
che Futures Managed Funds Examinatj-on and providing to NFA a
certification which shal-I be considered incorporated into the
application for regislratsion under the Act signed by both the
applicant and the applicant's sponsor, stating thae:

/r \ r /r |r Fr.^ ---r .i -anr r-rrrrenf lw i s reoistered with the National_L!.J|- L \fr/ I urrs a!,Ytr ur)/ rr leY
Association of Securiti-ee DeaIers, Inc., as a GeneraL
Securit.ies ReDresentative; and

/?\ f /P\1 rha :nnlin -".ral " sole activitsies, subject to regufaEion
by the Commission, are and will continue to be limited
to the solicication of funds, securities, or property
for participation in a commodity pool[;]- the solicita-
tion of clients Eo open discretionary accounts to be
managed by regiscered commodiLy trading advisors [; ].. or
the supervision of persons whose actj.vitieg are so
Iimited unless and untiL the applicant submits to NFA
satisfactory evidence of having taken and passed the
Natrional Commodity Futures Tradi-ng Examination; and

(3) t(C) I che applicanE's sponsor understands thats the sponsor
mus! supervise the applicant's compliance with the
l-imitations on the applicant's activities set forth
above and that any faj-lure of t.he applicant to adhere
to such limit.at.ions may be cause for, among other
things, disciplinary action by NFA agains! the sponsor
for violation of NFA Compliance Rule 2-9; and

(4) t(D) I bhe applicant and the applicant's sponsor understand
that willfuIly making a maEerially false or misleading
sEatement in any part of Ehe applicaEion for registra-
tion, incLuding t.he certificatj.on required by this

-3-



NFI\
Ms. Jean A. Webb March 8, ]-994

Rule, is cause for denial , suspension, or revocation of
registraE.ion and criminal prosecution.

(5) t(E)l The limitations set forth in this Rul-e sha11 remain ln
effect until the applicant or the applicant's sponsor
submits to NFA satisfactory evidence of havi-ng taken
and passed the National CommodiEy Futures Examina!ion.

(d) Notwithstandinq the provisions of Rul-e 401(a) , a person
applvinq to be reqi-stered as a futures commission merchant, an
inlroducinq broker, a commoditv pool operator, a commoditv
crading advisor, a feverage transaction merchant, or as an
associated person of anv of the foregoinq, or applvinq for
registration with NFA as an Associate pursuant to NFA Bvfaw
301(b) mav satisfv Ehe proficiencv recruirements of this RuIe bv
providinq satisfactorv evidence to NFA that:

(1) Ehe applicant is or within the past two vears has been
reqistered with t.he Securit.ies and Futures AuEhoriEv of
tshe United Kinqdom as a General- Representative or
Futures and options Representativer and

(2\ the applicant has t.aken and passed the Securities and
Futsures Authoritv's Futures and Options Examination;
and

(3) the applicant has taken and passed the recrulatorv
portion of Ehe NaEional Commoditv Futures Examination
on a date which i-s no more t.han two vears prior to the
daEe Ehe appf i.cat.ion is received bv NFA.

EXPI,'ANATION OF PROPOSED A!{EI{DUENTS

The Securities and Futures Authority (nSFA') has
recentfy asked NFA to consider afternative Eesting requirements
for persone who have already satisfied SFA's testing requl-re-
ments. Specifically, the SFA suggescs that. SFA registrants
seeking registration in che U.S. should either be exempt from
further Eestsing requirements or be subject to an abbreviated
version of the Series 3 examinalion.

SFA generally requires individuals wishing E.o register
as a General Representative (permitted to se11 boch securitsies
and fut.ures and options) or a Futures and Options Representat.ive
to take and pass the Futures and Options RepresentaEives Exam
("SFA Futures Exam"). The SFA Futsures Exam is divided into two
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sF.f i.lns one deal incr wifh fhA rF.rr'lAtrrrw rcotti remenfs in the
U.K. and the oEher wit.h market fundamentals. SFA grants a
complele exemption from thi-s Eesting reguirement uo individuals
who have taken and passed the Series 3 exam and who have gained
three years of refevant. experience during the last seven years.
SFA also grants a limited exemption to individuafs who have taken
:n^ naqqed fha gari As 3 but. who do no! meet the experience
requirement. This limited exempt.ion permit.s those individuals
seeking to be regist.ered wi!.h the SFA E.o meet SFA proficiency
requiremenEs by passing a shortened vergion of the sFA Futures
Exam. This shortened version of the SFA Futures Exam concen-
trates on U.K. rules and regulations.

SFA provides similar testj-ng exemptions from its
Securit. ies Representa!ives Exami.nat.ion to individuals regi-stered
with Ehe Nationat Association of Securlties Deal-ers, Inc.
("NASD') as General Securit.ies Representatj-ves who have taken and
nassed the series ? examination. On the U.S. side, the NASD
grants a limited testing exemptj-on from the Series 7 to individ-
uals registered wit.h the SFA as General- RepresenEatives. Under
this testing exemption, SFA General Reptesentatives nay saeisfy
NASD proficiency requirements by passing the Series 17, a shorE-
ened version of the Series 7.

A simil-ar approach would seem appropriate with respect
to futures t.esting requiremenEs. The Series 3 exam is also in
two sections, testing knowledge of market fundamentals and U.S.
regulatsory requirements, respectively. NFA believes Chat the
market fundamental-s portion of the SFA Futures Exam is very
similar to that portion of the Series 3 Exam, and tha! passage of
Ehe SFA gest is an adequate demonsEraEion of proficiency in Lhat
area. Therefore, NFA recommends thaE SFA General Representatives
and Futures and options Represenlacives who have passed the SFA
Fut.ures Exam be permitted to sat.isfy NFA's proficiency reguire-
ments by taking a shortened version of the Series 3 whlch would
focus exclusively on U.S. regulatory requirements.

NFA believes that granting a limited Eesting relief to
SFA registrants would satisfy the regufatory objectives of NFA's
testing program, would reciprocate relief which t.he SFA affords
U.S. registrant.s and woul-d be consistent with the position taken
by the NASD wiEh respect to its cesting requirements.

The proposed amendments to NFA Registration Rule 401
permit. SFA registered General Representatives and Futures and
Options Representatives who have taken and passed the SFA Exam tso
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meet NFA proficiency requirements by passing a shortened version
of the Series 3.

NFA respectfully requests Lhat the Commission review
and approve the proposed amendments to NFA Registsration Rul-e 401.
NFA requests that these amendments be declared effeccive upon
Commission approval .

Respect^f uI 1y submi t ted,
l) n.-'7 //

/' ,, 1 I /; ,L-\ 4l'--
24i'I--fr3 r - '

Daniel J. Roth
General Counsel

DJR : ckrn (sub\sf a)

cc: Acting chairman Barbara Pedersen Holum
Commissi-oner Sheifa C. Bair
Commissioner .Toseph P. Dial-
Commissioner .Tohn E. Tu1l. ,Jr.
Andrea M. Corcoran, Esq.
Dennis P. KIelna, Esg.
Alan L. Seifert, Esq.
Susan C. Ervin, Esq,
Lawrence B. Palent, Esq.
David Van Wagner, Esq.
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coMMrssroN

Daniel J. RoE.h, Esq.
General Counsel-
Nat.r-onal- Futures Associacion
200 West Madi.son StreeE
/'!r^.l ---^ r'! 1.1 -^.1 - -LnrcagTo, r 1r r.nor s b0605

Re: ffi:"I*:i:3"1""N:;i::,::if i:i:";i,l:"n""'o
A.l-E.ernative Proflciency Tesuing Requirementss

Dear Mr . Ro!.h:

By leE.ter dat.ed l4arch I, L994, and received by E.he
Comm.ission on March 11, 1994, E.he NationaL FuEures Association
('NFA") submit.t.ed t.o the Corrunission for its approval , pursuanE Eo
Sect.ion 17(j) of the CommodiEy Exchange Act ("AcE"), proposed
amendmenE.s to its Registration Rule 401.

The Commission underscands t.hat Ehe NFA intends Eo implement
Lhe proposed amendmenls upon receipt of not.ice of Commission
approval . Please be advised that, on this daE.e the ConEnission has
approved E.he above - referenced proposed amendments under SecEion
r.7 (j ) of the Act' .

Sinc ereIy,

c'I . ,n ltttfl>-\f/J-"t- l+ L'/v--
JF+n A. webb
SHnrcr.a rw crf rhe Conqnission

r)\ez


