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t(ay 22, 1987

Ms. Jean A. Webb
Se cretary
Commodity Futures Trading Comrnission
2033 K Street, N.W.
washington, D,C. 2 0581

Re: National Futures Association, Proposed Arnendment

Dear Ms. Webb:

Pursuant to Section 17(j) of the Conmodity Exchange
Act ("Act"), as amended, National Futures Associ-ation ("NFA" )
hereby subrnits to the conmodity Futures Trading Commission ("Com-
mission") a proposed amendment to Article XVIf of NFA's Articles
of Incorporation ("Articles"). The amendment vras ratified by
NFA| s Board of Direetors at itrs meeting on February 26, 1987,
and has since been adopted by a majority vote of NFA'S Uembers
in each of the contract market, FCM and IB, and Inilustry Participant
cateqories.

I. THE PROPOSED AI.{ENDMENT

Amendment to Article XVff to changre the approval reguire-
ment for Articles amendrnents to a majority of those actually
voting in the ECM and IB category ancl the Industry Participant
category and two-thirds of those actually voting in the contract
market category (additions are unilerscored and deletions are
Ibracketed] ):

ARTICTES OF INCORPORATION
OF

NATIONAT FUTURES ASSOCIATION

ARTICLE XVII:

*l*

ADOPTION, AII{ENDMENT AND REPEAL OF ARTICLES

No provision of these Articles may be adopted, amendeal
or repealed except in the manner prescribed in this
Article. Each such proposed change to the Articles
shall be reviewed by the Board., and shall be submitted
to the llembers of NFA only upon ratification of the
proposal by two-thirds of the Directors in the category
set forth in Section 2(a) of Article vII (contract
markets), and a tna jority of the Board members in each
of the two categories set forth in Sections 2(b) and
2(c) of that Article (FcMs and IBs, and Industry

to Article xVI I
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Participants ). If any such proposed change relatesto Article III, Section 2, such proposed -hange shal1not be considered by the Board for ratification unlessat least 60 days written notice of the proposed change
has been given to each contract market uemter. UDon
such ratification, the proposal shall be submittelto a ballot vote of the Members and shall- be adopted
upon the affinnative vote of two-thirds of those llember s

set forth in Secti6iE-2 (b) and [2(a) through] 2(c)of Article VIr who subfrfE-E-Eioper ballot in-a timelv

VII who s a prgper baLlot in a timelv manner
a majority o se Members in each of the categories

manner .

II. EXPLANATION OF THE PROPOSED AI.IENDI"IENT

In practice, the reguire*ent that amendments to the

Articre xvrr currently provides that proposed amenilmentsto the Articles which are ratified by the Board shllt be submittedto a ballot vote of the memberghip. -In order to pass, proposed
amendments must receive the affirmative vote of a-major-ity-ofall Member s in each category, not just a najority of-thosl casting
votes .

Articles must be approveal by a majority of all NFA Members in
each of the three categories has proved to 6ie-e cumbersome andgoes we11, beyond what is necessary to ensure fair representation.
Many Members fail to return their ballots and, under the currenE
system, such missing ballots are the same as ',no', votes. Forthis reason, an Articles amendment r.rhich has the support of
an overwhelming najority of the lr{embers voting in elch categorycould nevertheless fail to receive approval simply because asufficient number of Menbers ignore oi lose the]-r-ballots. Inthe past, NFA has expended a significant amount of staff timeon the telephone encouraging Members to send in their ballors.

The proposed amendment to Article xvII provides thatan amendment to the Articles will be approved upoi., a rnajorityvote of those a ct ua l_tI_JotjllS. in the FcM and IB category andthe Industry P-tT;TFe;t dG-gory, and upon a two-third-s vot.eof a11 contract market menbers actually voting. This reguire-
ment will still ensure fair representation of a1t categoiiesof NFA Irtembers for the following reasons:

1. An articles anendment must 6ti1l be ratified by a two-thirdsvote of all contract market Directors andl a majority vote

in the category set forth in
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Very truly yours,

/q-&*Lv-
Kathryn Page Camp
Regulatory Affairs Attorney
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KPc,/del (D3lrl7 )

cc: Chairman Susan !1. Phillips
Conmissioner Xal-o A. Hineman
Commissioner Fowler C. West
Commissioner William E. Seale
Commissioner Robert R. Davis
Andrea M, Corcoran, Esq.
Marshall E. Hanbury, Esq.
Dennis Klejna, Esq.
Kevin M. Foley, Esq.
Kenneth lri. Rosenzweig, esq.

of all Directors in both the FCM and IB and the Inclustrv
ParElEipant categories; and

2. Any Menber or category of lietnbers opposed to an Articles
amendment will stil1 have the right to vote against it.

The change wiII nake it easier, however, to adopt Articles amend3
ments that are acceptable to all categories of Members.

NFA respectfully requests that the amendment to ArticleXVII of NFArs Articles of Incorporation be declared effective
upon approval by the Commission.
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COMMODITY FUTURES TRADING COMMISSION
2033 K Stro€t. N.W.

Wllhlneton, D.C. 20581

September 8, 1987

Katirryn Page Calp, Esq.
Regdatory Affai-rs Attorn{; -

Naticra1 Fulilres Associaticrr
200 !€st lladison Street
chicago, Illirpis 60606

Re: Pr@sed elrErltrEnt tp Article xvlr of ttp Natidlal
n:tires Association' s Articles of Incorpcation

Dear !4s. CaI[):

By lett€rs dated May 22, 1987 arrl firrE !2, !987, tlre Natioal Fulr'rres
Association ("NFA") sr:trnittecl EJrsuant to Section 17(j) of the Comodity
E<dlarge Act (nAct") a prcposed elrErdrEnt to Article XV-II of NFArs Articles
of Ino4nration. Ttre Ccnmission wderstards that NFA inteds to irPlqlEnt
the proposed revi.sion to Article XVII l4Dn receipt of rplice of Ccmission
atrplovaL.

Please be advised tlat tle Cqrmission has this date a;proved tlE
abe-referenced revision to the NFA ArticLes of Incorrcoration under Section
17 (j) of tlp Act..

sirEerely,

Nt-^- il btXL-
( Jean e. web-tecretan, of tle Canmissiqr

s€p I r 1987

|'ENERAI C0UIiSEL'S oFFr'

sEP I 1 1987

ir r.r it'a ido u ttStl's oFFl cE
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June L2, I987

Mr. David Vanwagner
Division of Trading & Markets
Conmod ity Futures Trading Comnission
2033 K Street, N.W.
Washington, D.C. 20581

Re: National Futures Association, Proposed Amendment to Article
XVI I

Dear lt{r. Vanwagner:

As you requested over the telephone on June 9, ]-987,
this letter wilI provide additional inforrnation regarding the
proposed amendment to Article xvlI of the Articles of Incorporation
("Articlesn) of the National Futures Association ("NFA"). The
proposed anendment was submitted to the Comnod i ty Futures Trading
Conrnission for approval on May 22, J^987.

Article xVII governs amendnents to the Articles. Before
they can even be submitted to the Membership for approval, Articles
amendnents must be ratified by two-thirds of all contract market
directors, a majority of all FCM/IB directors, and a najority ot
all Industry Participant directors. This particular provision

' will remain unchangedi The current Articles provide that amendments
must then be approved by a najority of all nembers in aI1 three
categories: contract narketsi FCMS and IBs; antl Industry Participants.
The proposed amendment streanlines this cumbersone procedure by
basing Menbership approval on the number of members actually voting.
The amendment requires approval by two-thirds of the contract
narket !4embers actually voting anil a simple majority within the
other categor ies.

The two-thirds najority requirenent for contract market
votes is based on the unique role that contract markets have
hist.orically played in the government of NFA. Contract markets
have a long history of self-regulat ion. The insights the contract
markets draw frorn their experience have been and continue to be
invaluable to NFA in developing and naintaining its own program
of self-regulation. Furthermore, the contract markets have
expended substantial resources on NFAts behalf and have a substan-
tial interest in avoiding duplicative and,/or conflicting regulation
of NFA Members which are also members of at least one contract
market.

The inportance to NFA of the contract narkets I unique
role and prospective is already reflected in the current requirement
that Articles amendments nust be ratified by two-thirds of the
contract market directors. The current proPosal is consistent
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with that approach by requiring the same suPer-najority of those
contract tnarket Menbers actually voting. Raising the apProval
percentage to two-thirds of the contract narket votes cast has
the effect of assuring that NFA h'ill continue to benefit from the
strong presence and input of all contract market Members, large
and srnall, on issues of fundanental- importance to NFA.

with regard to the other infornation you requestetl , NFA
currently has thirteen contract narket nembers. They are:

AMEX Commodities Corp.
Chicago Board of Trade
Chicago Mercantile Exchange
Chicago Rice & Cotton Exchange
coffee, Sugar & Cocoa Exchange
Corunod ity Exchange, Inc .
Kansas City Board of Trade
MidAmer ica CoINnod ity Exchange
Minneapol.is Grain Exchange
Nevr York Cotton Exchange
Nehr York Futures Exchange'' tleu Yolk l'lercantile Exchange
PhiladElphia Board of Trade

Article VII, Section 2(a) of the Articles provides that
each of the eleven contract market lrlenber s with the greatest volume
sha11 have a representative on the Board of Directors ('Board"),
and any contract narket with more than 20S of the volume shal-L
have an additional representative on the Board. For 1987' this
means that the Chicago Boarcl of Tracle andl the chicago Mercantile
Exchange each have two Board representa t ives , and the AMEX
Conmodities corp. and the Chicago Rice & cotton Exchange have no
Board representatives.

I hope this letter has answered your questions.
need any additional infornation, please contact ne.

If you

Very truly yours,

t/-4-a- P
[aX//y,- Uh
Kathryn Page Camp
Regulatory Affairs

KPcldeI (D *3)

At tor ney


