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VLa Airborna Exoress

lls. Jean A. Webb
secretari!t
connodity Futures Tradlng

conniasion
2033 X Street, N.l{.
Ylashington, D.C. 20581

Re: National Futures Association:
707 and 802

Dear lils . webb:

Pursuant to Section 17(j) of the Cornrnodity ExchangeAct, as anended, (rrthe Actrr), National Futures Association
(xNFAn) hereby subnits to the Conmodity Futures Trading Conmis-
sion- (frConnissionl) proposed new NFA Aylaws SLS, 7O7 a;d gO2,
which were approved by NFAts Board of birectors (rthe Boardri j 3gits neeting on May 17, 1990. This subnission supersedes thoseportions of the January 8, 1990 subnrission shich relate to
proposed neu NFA Bylarrs 515 and 707. NFA intends to nake new
Byl.ahrs 515, 7o7 and 802 effective ten days after receipt of this
subnission by the Cornnission unless the Cornrnission notities NFA,vithin the ten day period, that the Corunissjon has deterrnined to
review the anendnents for approval.

A. Proposed NFA Bylalrs 5t5, 7O7 and 802 to set gualification
standards for service on the Board, the Regional Business
Conduct Connittees, and arbitration panels (a1l new
I anguage ) :
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Byl*, 515. Quallflcatlone of Dlrectors.

(a) No lndividual shall be eligible to serve as a Director
if euch per6on:

(1) is subJect to any of the disgualifications set
forth in cFTc Regulation 1.63(b)t

(ii) has been convicted of a felony rithin the prior
ten yearEi or

(iii) is subject to a llenber Responsibility Action or
Associate Responsibility Action which is currently
in effect.

(b) In the event that a Director becoDes disqualified after
election to the Board, the vacancy shall be fi1led as
prescribed by Article Vff, Section 8. If the sanction
is stayed or overturned on appeal before the vacancy is
filled, the Director shall be entitled to resume his
seat on the Board.

(c) NFA shaLl publish a list of those Rules which, if
violated, rould not constitute a disciplinary offense
as defined in CFTC Regulation 1.63(a) (4) (i).

aaa
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Bylaw 707. Qualifications of Mernbers of Regiona). Business
conduct conmittees.

(a) No individual shal.L be eligible to serve as a menber of
a Regional Business Conduct Cohr0ittee if such person:

(i) is subject to any of the disqualifications set
forth in CFTC Regulation 1.63(b);
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Bylan 802. Qualifications of llernbers of Arbitration Panefs.

(a) No individual shall be eligible to serve as a Panel
nember if such person:

(i) is subject to any of the disqua )' i f ications set
f orth in CFTC ReguJ-ation l. 63 (b) ,'

(ii) has been convicted of a felony within the Prior
ten years; or

(iii) is subject to a llenber Responsibility Action or
Associate Responsibility Action r,rhich is currently
in effect.

(b) The secretary nay disqualify an individual fron serving
on a Panel for conditions other than those set forth i.n
paragraph (a) of this Bylaw and nay adopt eligibility
standards in addition to those set forth in paragraph
(a) of this Bylaw.

(c) service on a Panel by an individual rtho is ineligible
for service pursuant to this Bylaw sha11 not constitute
grounds to challenge an anard rendered by the Panel.

-3-
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(11) has been convlcted of a folony ulthin
ten yearai or

(iti) is subJect to a llember ResPonsibility
Assoclate Responsibility Action which
in effect.
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B. Explanatlon of proposed NFA Bylaus 5L5, 7O7 and 802 to ret
quallfication atandarde for gervlce on the Board, the
Reglonal Busl.ness Conduct Connittees and arbitratlon panels.

NFA has always been seriously connitted to naintainlng
hlgh Btanalards for servlce on the Board, the Regional BusinesE
Conduct Conmittees (rECCEn) and arbl.tratlon panels. l[lre Board
recognized the need to adopt Etandards for service on the Board
and the Bccs uhich would disqualify individuals subject to
serious disciplinary sanctions, and, therefore, on December 7,
1989, the Board adopted proposed NFA Bylans 515 and 707 in their
original forn. The Board uas aware at that tine that the Connis-
sion had proposed gualification standards which uere not entirely
consistent with the proposed Bylar.rs, but the Board befieved that
the funportance of the issue nade it appropriate to act at that
tine rather than waiting until the Commission published final
rules. Those Bylaws uere subrnitted to the Connission on January
8, 1990 and are currently awaiting approval.

As you know, on llarch 6, 1990, the Commission published
the final version of CFTC Regulation 1.63 [55 Fed. Reg. 7884
(1990)1. The standards reguired by CFTC Regulation 1.53 are
different than those contained in proposed NFA Bylaws 515 and 707
as adopted by the Board on December 7, 1990. In order to conply
with Regulation 1.63, the Board nodified proposed Bylaws 515 and
707 and is resubnitting thern to the Conrnission.

The Board has also adopted proposed new Bylaw 802 to
incorporate the standards of Regulation 1.53 for arbitration
panelists. The standards for service on NFA arbitration panels
have always been stricter than those required by cFTc Requlation
1.53, houever, and proposed Bylaw 802 includes a provision which
explicitly authorizes NFA to continue applying these stricter
standards.

The revised versions of proposed Bylaws 515 and 707 and
proposed ner,t ByLaw 802 incorporate both the standards no\^r re-
guired by CFTC Regulation 1.63 and those standards originally
passed by the Board nhich the Couuaission did not address in its
final rule. Specifically, those original standards uouLd
probibit service on NFArs Board, BCCs and arbitration panels by
individuals who are: (1) subject to an outstanding l{enber Respon-
sibitity Action or Associate Responsibility Action, or; (2) uho
have been convicted of any felony offense within the past 10
years.
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As etated above, lfFA lntendB to Dake proposed lfFA
Bylaws 5l5t 7O7 and 802 effective ten daya after receipt of this
eubniesion by the Couniesion unlees NFA receives notificatlon
that the Connission has deternined to revies the anendmente for
approval.

Daniel
General

(LTRS: Bylaws. KPC: nm)

cc: Chairnan lvendy L. Gramm
Conrnissioner Xafo A. Hinernan
Cornrnissioner FoeLer C. west
Conmissioner l{illian p. Albrecht
Andrea U. Corcoran, Es9.
Dennis P. Klejnaf Esq.
Alan L. Seifert, Esq.
Susan C. Ervin, Esg.
Lawrence B. Patent, Esq.
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DIVISION OF
TRADING AND MARKETS

com oDrw FUTURES TRAOtt{c CO[ftsStoN
2Gii' K STREgr, N.W., WASHTNGTON, O.C. 20581

(202) 25+8955
(m2) 25,1-35321 FACS|MILE

June Ll, 1990

Daniel J. Roth, Esq.
General Counsel
National Futures Association
200 Wes+. MaCison Street
Chi.cago, Illinois 50606

Dear Mr. Roth:

Re: Service on Governing Board, Arbitration
Panels and Disciplinary Corunittees -- Bylaw
515's List of Non-disciplinary Offenses

-7,?

By letter dated May 29, L990 and received by the Commission
on May 30, 1990, the National Futures Association ( "NFA" )subrnitted the above-ref erenced proposal to the Comniissioir.
Pleage be advised that the Division of Trading and Markets has
examined the above-ref erenced proposal and has determined not to
recornnend that, the Conunission reviero the proposal, ae provided
under Section 17(j) of the Act.

Very truly yours,
O , \tt r-tf
kbL-C . ,^!u,{z-=.---l/ Jo}rn C. Lawton/ Associate Director
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COUMODITY FUTURES TRADING COIIIISSION
aB3 K STREET, N.W., WASH|NGTON, O.C. 2osSl

{202} 25,0-8055
(20t) 254-353,{ FACSIMtLE

June 8, 19 90
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Daniel J. Roth, Esg.
General Counsel
National Futures Association
200 West Madison Street
Chicago, IllinoiE 60606

Re: Service on Governing Board, Arbitration
Panels and Discipliiary Corirmitteee --
Bylawe 5I5, 707 and 802

Dear Mr. Roth:

By-letter dated May 22, L990 and received by the Cornmission
on May 23, L990, the National Futurea Associatioii ( "NFA" )submitted the above-ref erenced proposal to the Conmission. NFA,s
submisEion invoked the "ten-day,' piovision of Section L7(j) of
the Corunodity Exchange Act ( "Act" ) to perrnit the above-rciierenced
proposal to become effective ten days after Connission receipt
unless the Corflnission deterrnines to review the proposal for
approval and so notifiee NFA.

P].ease be advised that the Division of Tradinq and Markets
hae exa.nine.d the above-ref erenced propoaal and has 

-determined notto recornnend that the Commission review the proposal, as provided
under Section L7(j) of the Act.

Very truly your€t,
A , ,1 ^n ^ttt-) lu Y/ \v)lou \ rt ,/i:___.-,(/ John C. lalr'ton

Associate Director
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2033 K STREET. N.W., WASHTNGION, D.C. 2(F8r

(20:l) 25,{-8055
(202) 25,r-€:lo5 FACSIMILE
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June 4, L9 90

Daniel J. Roth, Esq.
General Counsel
National Futures Association
200 !-veet Madison Street
Chicago, Illinois 60606

Re: Service on Governing Board, Arbitration
Pane1s and Disciplinary Connrittees --
Bylaws 5!5, 707 and 802

Dear Mr. Roth:

By letter dated May 22, 1990 | and received by the Couruliesion
on May 23, L990, the National Futures Association ( "NfA" )
submitted the above-ref erenced proposal under Section L7(j) of
the Connodity Exchange Act ( "Act') . The Division of Trading and
Markets hag reviewed the submiesion and has determined that your
proposal does not requj-re prior Cormission approval under Section
17(j) of the Act and may be made effective iurmediately. Please
be reminded that if NFA intendE to publish any list of rules
which would not constitute a disciplinary offense pursuant to
Bylaw 515(c). such ligt must be submitted to t,he Comrnission
pursuant to Section 17(j) of the Act.

Very truly yours ,

n ./ I ''-:i ' ,./'. -\y'fi-;^-,,r_ ^yL.tv-<1"-=v
f-

/l John C. Lawton
V Associate Director
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NATIONAL FUTURES ASSOCIATION
200w MADISON St . CHICIGO,lL .60606-3aa7 . (312) 781-1300

Via Airborne Express

l'!ay 29, 1990

!!s. Jean A. Webb
Secretariat
Connodity Futures Trading

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

Re: CFTC Regulation 1,53 (d)

Dear lr{s . Webb:

Enclosed pursuant to CFTC Regulation
of all NFA rules lrhich, if vioLated, would not
disciplinary offense under CFTC Reg"ulation 1.63
list is referenced in proposed NFA Byl.aw 515(c)
the subnission letter sent to the conmission by
1990.

1.63 (d) is a list
constitute a
(a) (a) (i). rhis
, as set forth in
NFA on Ylay 22,

Respectfully subnitted,

) - at !-.t
/t( ] ( ^.-4 ,< //\\I

Daniel J. Rot\
General Counsel

Enc losure

cc: Andrea M. Corcoran, Esq.
Lawrence B. Patent, Esq.

(LETTERS: Reg-1 .63.AU: nn)



IJIST OF fFT RT'''88 PURST'lltT TO
cPltc REcIrLAtroN 1. 63 (dl

CFTC Regrulation 1.53(d) requires that NFA publish a
list of its rules which, if violated, would 4! constitute a
disciplinary offense as defined by cFTc Regulation 1.63(a)(4)(i).
These rules include the following:

1. trtlcl.r of Incorpgratl,op

Articles I throuqh XVIII .

2. Bvlaws

Bylans 101 through 201, 301(e) through (i), 3o2 through
512, 601 through 7O2,705,801 through 1OO1 and 1102 through
1507.

3. Coppliarce Rules

Rules 1-1, 2-L, 2-8 (e) and (f), 2-lO, 2-12, 2-L4, 2-L8,
2-29 (el , (f) and (g), and 2-3O(f).

{. CoOe o! lrbitratlop
Sections 1 through 15.

5. Pipapcial Recruirenaptg

Sections 1 through ?, 9 through 10 and Schedules A
througrh E.

6. ReqLstration Rules

RuLes 101 througtt 2O4, 206 through 2O9, 2LO (c) and (d),
212 through 2L3, 3O7(a), (b), (d) (1), and (e), 302(a), (b),
(d) (1) and (e), 401 through ?02 and Appendix A.

(RULE : Reg-1. 63 . AU: nn)


