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fls. Jan e K. SLuckey
0ffice of the Secretariat
Commodity Fut ur es Trading Commission
2033 K Street, N.W.
t{ashinqton, D.C. 20581

Re: Na|"ional Futures Association; Proposed AmendmenLs
Lo Bylaws, Compl i anc e Rul.es and Co de oi Arbitration

Dea r Hs. Stuckey:

Un der Sect ion 17(j) of the Commodit y Exchanqe AcL, as
amendedr ("Act") Nali.onaI Futures Association ("NFA'') hereby
irles *ith the Commodity ti.;tures Trading Commission (',Ccmnis-
sionI j and requests review and approval of the following amend-
menLs to i!s Bylaws, Ccmplia.rce Ru.es and Co de of Arbitration,
which were approved by lhe NFA Board of Directors at its meelinq
on l'1ay 2i, 1983. 1n the fallo*rnc texL, where apprcpfiaLe,
addit i3ns are underscored and delet i 3ns are brackeled.

I. AHTI.,rDI.,1[NTS IO BYTANS

A. ByIaw l0l
Bylaw 301 is amended to read as foLiows:

CHAPTIf, ]
MIMBIRSHIP AND ASSOCIATION IIITH A HEI.,IBIR

Bylaw 101. Requi.rements and Restrict j.ons.

( a.r tligibiliLy for l'lembership.

(i) l,io person, unless eligibLe for l'lembership in the
contract market, comrnercial fi.rn or com'|erci.aL bank
category, shall be eli.9ib1e to beco*e or remain 8n l{FA
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l,tember or associated xith a Hember unless such oerson
is regist.ered, temporarily Iicensed or exempt from
regisLration under lhe Commodity Exchanqe Act (here-
inafter nAct") or the rules of the Commodity Futures
Trading Commission (hereinafter nComnissionn.).

(ii,) Except as provided in paragraph (e) belot no person
sha] I be eligible to become or remain a llember or
associated with a flember who:

(A) Has been and is suspended or expelled from a
registered futures associati.on or contract market
for violating any rule of the associ at ion or
contraet market that:
(1) prohj"bits any acl or Lransaction constituLing

conduct inconsistent with jusL and equitable
principles of t.rade; or

(2) requires any act which, if omitLed, cons-
titutes conduc t i.nconsistenL with such
principles; or

(B) Has been and is barred or suspended from being
associated xith alI members of a registered
Futures association or contract market For
violaLing a rule described in paragraph (A.) above;

(C,) 1s subjecL to an order of the Commissi.on: denying,
suspendrng or revoking Lhe person,s reg-istrat ion
under Seclion 5(b) of the Act; expe).ling or
suspending Lhe pe rson fr om membe rsh ip in a
reg.istered futures association or conLracL market ior barring or suspending the person fron being
associated tith a Futures Comnission l,lerchant
(hereinaf Ler "FCH" ):

(D) l{hether belore or after beeomi,nq a Xenber or
associated yi th a Member, xas, by the person's
conduct rhile associated with a l'lenber, a cause of
€ny auspenaton, expulsion or order described in
par ag r aphs (a)(ii) (A)-(C) above that is in ef f ecL
ij.th respect Lo Lhe peraon; or

(E) Has associated :ith Lhe person any other person who
is knorn to, or in the exercise of reasonable care
shouLd be known to, Lhe peraon to be ineligible to
become or rerain a llember or Ea6ociated rith a Henber
under paragraphs (a)(ii)(A)-(DJ aboye.
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(b) Registration of Associates.

No person may be associated xith a llember oi NFA unless the
person is registered with NFA as an Associate or is an NFA
Hember. As used in these By I aws, the term "associated with
a l.lember" means any person who is assocj.ated with a Member
oF NFA wiLhin the meaning of Lhe t erm "associated pe rson" as
used in Section 4k of the Act and who is Dequired to be
reqistered as such with the Commission.

(c) Restrictions on Becoming or Remaining a Member or AssociaLed
xiLh a Membe r.
ExcepL as provided in pafagraph (e) be1ow, no person may
become or r emain a Hember or associated wiLh a Hembe r -

(i.) If a prLor registration under the Act of such
pe rson in any c apac i ty has been suspended ( and the
pe t iod of such suspension has not expired.) or has
been revoked;

( ii; If reg isLrat ion of such person in any capacity has
been r efused under Section 8a(l) of the Act within
five years preced ing the fil ing of the application
for Hembership or at any time thereafter;

(iii) if such person is permanenLly or Lemporarity
enjoined by order, j udgment, or dec r ee of any
court of competent jurisdiction ( except that
membership rnay not be revoked solely on the basis
of such temporary order, judqment or dec ree ) ,
i nc l udlng an order ent ered pursuanL to an agree-
rnent of set t l ement Lo which the Commi ssion or any
Federal or State aaency or other go v er nment al bo dy
is a parLy, fromz t.1) aeting as a futures
commission merchant, introducing broker, floor
broker, commodity trading advisor, commodity pool
operator, associated person ol any regist rant
under the Act, securities broker r securities
dealer, nunici pal securities broker, municJ.pal
securilies de al er, transfer aqenl, clearing
aqency, securiLies infornation proeessor, invest-
menL adviser, investment company, or affiliated
person or employee ol any of the foregoing; or
(2.1 engag ing in or cont inuing any activity
involving any t ransacL i on in or advice concerning
contracts of sele oF a comnodity for future
delivery, concerning Iatters subject to Comnis-
sion regulation under section llc or 19 of the Actt
or concerning securities;
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(iv) If such person has been conv ict ed xiLhin ten
years preceding the fiIing of the application For
membership or at any time therealter of any felony
Lhat: (1) involves any Lransactions or advice
concetninq any contract of sale of a commodity for
iuture delivery, or any act ivity subject to
Commi s sio n regulation under Section 4c or 19 of
the Acl, or concerning a securityi (2) arises out
oi Lhe conduct of the business of a futures
commission merchanL, introducing broker, iloor
broker, commodity trading advisor, commodity pool
operator, assoc i at ed person of any regisLrant
under the Act, seeur it ies broker, securities
dealer, municipal securities broker, municipal
secur it i es deal er, transfer agent, clearing
agency, seeurities information processor, invest-
ment adviser, investment company, or an affiliated
person or employee of any of the foregoing; (1)
involves embezzl ement, thelt, extortion, fraud,
fraudulent conversion, misappropriation of funds,
securities or property, forgery, counterfeiting,
false pretenses, bribery, or gambling; or (4)
invo.lves the violation of section 152, 1t41 , 1J42,
or 1143, or chapler ?5, 47,95.. or 95 of title 18,
United St at es Code;

(v) If such per so n, xithin ten years preceding the
filing of the application or at any time there-
af,ler, has been found by any court ol compelent
jurisdietion, by lhe Commission or any Federal or
State agency or olher governmenLal body, or by
seLtlement agreement to wh.ich the Connission or
any Federal or State aoency or other governmental
body rs a party: (1) to have violated any provi-
s ion of Lhe Act, the Securities Act of 19)), the
Securiiies fxchanoe Act of 19)4, the Public
Ut ifily Holdl.ng Conrpany Act of 19)5, Lhe Trust
Indenture Act of 1919, the Investment Advisers Act
of 1940, the Investment Company Act of 1940, the
Securities Investors Protection Act of 1970. the
Fore.ign Corrupt Pract iees Act of 1977, or any
simi Lar statute of a SLale or foreign jurisdic-
Lion, or any rule, regulation, or order under any
such statutes, or the rules of the l,lunicipal
Securities RuJ.erraking Board where auch violation
involves enbezzleaent, theft, extortion, fraud,
fraudulent conversion, n i s a p p r o p r i a t i o n of funds ,
securities or property, forgery, counterfeitingt
FaJ.se pretenses, bribery, or gambling; or (2) to
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have williulJ.y aided, abetted, counseled, com-
manded, induced, or procured such violaLion by any
o t h e r pe r so n;

(vi) If such person is subject to an out st anding order
of the Commission denying trading privileqes on
any cont I ac t market to such person, deny j.ng,
suspending, or revokinq such person's membership
in any eontracL market or regislered fut ur es
association, or barring or suspending such person
from being associated with a registrant under the
Act or with a member of a contract markel or xith
a member of a reqistered fut ur es associationl

(vii ) If, as to any of the natLers set Forth in paragraphs
(cJ(i)-(vi) of this By 1ax, such person wiIIfuIly
made any material false or misleadinq st at emenl or
omitted Lo state any naterial fact in any applica-
tion of such person for registration under the
Act;

(viii) If refusal, suspe ns ion, or revocation of the
regisLrat.ion of any principal of s uch person xould
be warranted because oi a disqualification listed
1n Section 8a(2) of the Act: Provided, that for
the purposes of th is 8y l ax, n['iii6!?1" shal ]
mean, if the person is a partnership, any general
part ner or, if the person is a corporation, any
officer, director, of beneFicial owner of aL least
10 percent of Lhe voting sha.res of the corpora-
t ion, and any oth er person that the Commiss ion, by
rul e, regulation, or order, or NF A, by Bylaw or
ResoluLion of Lhe Board, detersrines has the porrer,
directly or indirectly, through aqieement or
otherwise, to exercise a cont roI li ng i n fluenc e
over Lhe activities of sueh person which are
subject to regulation by the Comnission and NFA
requlrements;

(ir) If such person is a futures commission merchant or
introducing broker and shaIl knori.ngly accept any
order for the purchaae or sale of any cornodity
for future delivery on or subject to the rules of
any contract market frol any person denied trading
privileges on a contract rarket by order ol the
Cornission under Section 5(b, of the Aet and the
period of denial specified in such orde! shalt not
have expired;
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(x) Such person has been found by the Commission or
by any court of compeLent j ur isdi ct ion to have
violated, or has consented Lo find ings of a

violati.on of, any provision of Lhe Actt or any
rule, requlationr or order thereunder (other than
a vioLation seL forth in paragrapir ( e ) ( i ) - ( c ) ( v i i i ,1

of this ByIaw) or to have wi.Ilfully aided, abettedt
counsel.ed, commandedt i.nducedr or procured the
violation by any other Person of any such provisionl

(xi) Such person has been found by any court of
competent jurisdiction or by any Federal or Stale
agen cy or other qovernmental bo dy, or by agreement
of settlemenL to which any Federal or State agency
or othet governmental bo dy is a party, to have
violated any provision of the Securities Act of
19)), the Securities Exchange Act of 1914, Lhe
Public Ut il ity Holding Company Act of 1935, Lhe
TrusL Indenture Act of 1939, the lnvesLment
Advisers Act of 1940, the InvesLment Company Act
of 194O, the Securities Investors Protection Act
of 1970, Lhe Foreign Co rrupt Practices Act oi
1977, or any similar staLuLe of a State or foreign
jurisdiction, or any rule, regulation' or order
undet any such statutes' or the rules oi the
Hunicipal Securities RuI emak i ng Board (other than
a violation set fo rth in paragraph (ci(v) of this
By l aw, or to hav e willful1y aid ed r abettedt
counse.led, co'nmandeC, inducedr or procured such
violation by any o!her person;

(xii) Such person failed reasonably to supe r v ise anothe I
person, who is subject to such Person's supervt-
sion, xiLh a view to preventing violaLions of the
AcL, or of any of !he stalutes seL forth in
paragraph (c) (xi ) of this ByLan or of any of the
ruIes, regul at ions t or orders Lhereunder r and the
person subject to supervision consilted such a

violation: Provided' Lhat no person shall be
deemed Lo haFTei-l e-d reasonably to supervise
another personr xithin the neaning of Lhis
paraqraph if (1) there have been established
proceduresr and a sysLen for apply.ing such
procedures, *hich rould reasonably be expected to
preyent and detecL, insofar ae pracLicable, any
such viol.ation by such oLher Person and (2) such
person has reagonably discharged the duties and
obligations ineumbent upon that Per60nr aa
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supervisor, by reason of such procedures and
syst em, without reasonable cause to believe that
such procedures and system were not being complied
wi t h;

( xiii ) Such person was convicted of a felony other than a

Felony of the type specified in paragraph (c) (iv)
of this Bylaw within ten years preceding the
filing of the application or at any time there-
after, or was convicted oi a fe.Ionyr including a

FeIony of the type specified in paragraph (c) (iv)
of lhis Bylaw mor e th an ten years preced ing the
fi ling of the applicaLion;

(xiv) Such person was convicted within ten years
precedj-ng Lhe filing of the application for
registration or aL any I ime thereafter of any
nisdemeanor vih j.ch: (1) involves any transacLion or
advice concerning any cont racL of saLe of a

commodity for fuLure delivery or any activity
subject Lo Commission regulation under section 4c
or 19 of the Act or concerninq a securityi l2)
arises out of the conduct of the business of a
futures commission merchant, introducinq broker t
floor broker, commodit y trading advi sor ' commodiLy
pool operalor, associated pe rson of any reqistrant
under the Ac L, secur it ies broker, securities
dealer, municipal securities broker, municipa)-
secur it ies dealer, t ransfer agent r clearing
agency, securities i nFormation processort
i nv eslment adviser t investment comPany r or an
affiliated person or emp.loyee of any of Lhe
foregoinq; (J) involves enb ez z I en ent r theft'
exLorLiont fraud, fraudulent convetsion, mrs-
appr opr i at ion of funds ' securiLies or property'
forgery, counterfeiting, false pretenses, bri'bery,
or gambling; or (4) involves the violation of
section 152, 1)41, 1142, or 1J43 or chapter 25t
47, 95,, or 96 oi title 18, United States Code;

Such person ras debarred by any agency of the
United StaLes from contrecting xiLh the United
States;

Such person willfully nade any oat er i aL false or
misleading statement or rillfully olitted to staLe
any araterial facL in any epplication of such
person for registration under the Act or for

(xv;

(xvi)
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membership in NF A, in any repo rt required to be
fi led with the Commission by the Act or the
regulations thereunder, in any proceeding before
the Commission, in any reporL required to be filed
with NFA or in any proceeding before any Comnit-
tee of NFA:

( xvii ) Such person has pleaded nol.o conlendere to
criminal charges of felonious conduct, or has been
convicted in a State court or i.n a foreign court
of conduct nhich would constitute a Felony under
Federal Iaw if the oiFense had been committed
under Federal jurisdiction;

(xviii) In the case oF an appJ.icant for membership in any
capacity to which NFA's Financial Requirements
apply, such person has not established that such
person meet s NFA's Financial Requirementsl

(ixJ Such person is subject to an outstanding order
denying, suspending, or expel li ng s uch pe rson f rom
membership in a co nt r act markel r a registered
futures association, or any other self-regulatory
organizaLj.on, or barring or susPendinq such Person
from being associ at ed with any member or members
of such contracL market, association, or self-
regulatory organi zat ionl

(xx) Such person has been found by any court ol
competent jurisdiction or by any Federal or State
agency or othef governmental body r or by agfeement
of seLt lement to which any Federal or State agency
or other qovernmental body is a part y i 1.1) to have
violated any st atute or any ruler regul.ationr or
order Lhereunder which involves embezzlenent,
theft, extortion, fr aud, fr aud u Ie nt converslon t
m i s s a p r o p r i a t i o n of funds, securities or propert y 

'forqery, counterfeiting, false pr et e ns es, bri.bery,
or gambling; or (2) Lo hav e xil l ful ly aided'
abeL I ed, c ouns e led r c ommande d r induced or proeured
guch violation by any other person;

(xxi ) Such person has associaLed xith such person any
other person and knoxs, or in the exercise of
reasonable c are should knox, of fact s regarding
such other person that 6re set forth in paragraph
(c) (i) through (viii) of this Byla*' unless such
person has noLified the Commission or NFA' if NFA
has been authorized or required to periorn the



N/I\
I IFFI

^.. 
.t ! -I l{s. Jane_K. _Stuckeynay tt, 1yU,
Paoe Ni.ne

registraLion iunctions under the Act wi lh respect
to such oLher person, of such facts end the
Commission or NFA, as the case may be, has deLer-
mined that such oLher person should be regis!ered
or temporarily I icensed; or

(xxii) There is other good cause; or any principal, as
defined in paragraph (c) (viiil of this ByIaw of
such person has been or could be refused member-
shiP.

(dJ QuaLification.
ExcepL as provided in paragraph ( e) below, no person ma,

become or remain an FCl,l , CTA, CP0, or Introducing Broker Member
or associ at ed wi th such a Member unless qualified to do so in
eonformity with such sLandards of trai.ning and experienee and
proficiency testing requirements as NFA shall establish and sueh
other qualification standards as NFA finds necessary or de-
sirable.
(e) E xcept io ns lr om IneligibiJ.ity, Restrictions, and

Qualifications.
A person who is ineligibJ.e or disqualified to become or

rema j.n a i4embef or associaLed with a l'lember under paragraphs ( a,)
(e) or (d) above may nevertheless becone or remain a Member or
associaLed xi th a Member

(i.) Subject to the provlsions
Act, upon a finding by the
Chapter 7) that the reason
eause the pe rson to pose a
ciates or customers; or

of Sect ion 17(b)(l) of the
Hembe rsh i p Commj.ttee (see
for ineligibility does not
threat to Hembers, Asso-

( f J

(ii) In such other situaLions as may be approveo or
directed by the Commission.

Application.
(i) All applications to become a l,lenber or to register as

an Associate sha.l. l be in triting, on forms prescribed
by the llembership Commi L t ee, siqned by the applicant or
its chief executive officer or managing partner, and
accompanied by payment of such application fee as the
l.le.rbersh j.p Commiltee may prescribe fron time to tine.

(ii) The execution and delivery of the application shall
constitute (A) a representation that the inforaation
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supplied in the appl.ication is complele and accuraLe,
and (B) an express agreement by the applicant that, if
admiLted to NFA mernbership or registered as an
Associate, the applicanL shaLL become and remain bound
by all NFA requirements as th en and thereafter in
ef f ecL.

(iii) An application may be ret urned by the SecreLary of NFA
without aclion if il is maLeriallv incomolete or
mat er i al ly inaccurate,

(iv) Ea ch application, togeLher with any required
application fee, shall be senL to the Secretary for
processing, in accordance with such procedures as shall
be adopLed by the i,lembership Committee. As soon as
practicabJ.e after the application is received and
rev i ewed, the Secretary shal I noLi fy the appl icant of
the action t aken (see par agr aph (g) belowi.

(S) Denial and Revocation.

(i; If the PresidenL has reason lo believe thaL: an
apDlicant lor membe rsh ip or registration do es not meet
the qualifications set iorLh in this ChapLer for NFA
membership or association with a M embe r, as the case
may bel a Member or registered Associate does not meeL
Lhe q u a J. i F i. c a t i o n s set fo rth in thi s Ch apt er for
continualion as a l.'lember or AssociaLe; or the person
has submitLed an intent ionally incomplet et inaccurate
or olhervlise false appl jcat.j.on Lo \FA for nembership or
reqistration as an Assocj.ate -- Lhe Presidenl sha1l.
prcmptly so notify the person in rri.t.i.ng and furnish a
copy of the nolice to the Membe rsh i p Commi.ttee,
setting forLh the specif i.c grounds for the detefmina-
tion, The pefson shall be given an opporlunity to
sho w to the Pres.ident th at lhe qualificalions are met,
or t.hat the applicat ion is not intenr"ionally incomplet e,
inaccurate or false. If the person requesLs, or if
Lhe l.lembership ConmitLee orders, a hearing shall be
held before lhe ltembership Conmittee, and a record
shall be kept. The person may be represented at the
hearing, and subnit evidence in the proceeding, call
and examine riLnesses, examine the eridence upon which
the President's det ermi n at ion vras based, and, in the
discretion of the Hembership Comnrittee, present xritlen
or oral. argu|nenL.

( ii ) I f a heari.ng before the Hembership Cormittee is held'
the Committee shall Bake a final' Nritten determination
upon the record before it, setting forth Lhe specific
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(h)

"i)

:j)

Each Hember shaII promptly iniorrn the Secretary of the
termination of employnent of any reqistered Associate rith
the Menber. Ii such person i.s no longer IisLed as an
Associ.ate of any Member folloxing such termination' the
individual's registration tril-h NFA as an Associate sha-Il
).apse unless the Secretary is notified in xriting by
anoLher l'1ember, rithin 60 days lhereafter, that such person
has becorne associated tri Lh it.

tt,*

B. Bvlax 105

Bvlaw 105 is added to read as folloHs:

Bylaw )05. Registration and 0ualification.

Schedule A aLtached Lo and nade g part of Lhese Eylaxs
shall set forth rules governing registration under the Act,
including registration requiretents, Procedures and exemptions'
and standards of qualification, incLuding training, experience

qrounds for its determination. A copy of Lhe deLermi-
nation shaJ.l promptly be sent to the person. If the
determination is to deny or revoke membersh ip or
registration as an Associ.ate, the Membership Committee
shall, in the denial or revocalion notice, inform the
pefson of the right of such person under the Act to
petit ion Lhe Commission, within )0 days aFter the
denial or revocation, for review of the action under
Section 17(h) ol Lhe Ac t.

Resiqnalion.

A l.lember, unless under investigation or disciplinary charges
by NFA, may resign at any L-ime by filing written notice
with the Secretary, but suc h resignation shall nol relieve
the Member of any responsibi Iity under Lhe NFA Code of
Arbitration or Compliance Rules for activities prior to
resignation, or of the obligalion to pay any dues, assess-
menLs, fines, penalties or other charges theretoiore accrued
and unpaid.

Name and Address.

Iach l,lember shall aL a]l times reqister and maintain riLh
Lhe SecreLary its correct n ame and principal address, and
the correct name and address of each registered Associate
empl o yed by the Member.

Terminat ion of Associate.
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and proliciency, applicable to Members, persons as soc i at ed nith
Members, Associ ates and al1 persons For which NFA has registra-
Lion r e s p o n s i b i I i t i e s . In accordance wiLh such registration
tules, NFA shall perform the portions of the registration functions
under the Act which it is required or aulhorized by the Conmission
to perform and NFA shell determine qualification, for purposes of
Bylaw )01(d), in accordance with such qualification ruIes.

*.t.*

C. Schedule A

Schedule A is added as follows:

SCHEDULE A

Th j.s schedule is promulgated pur suant to ByIaw 105 of
these Bylaws and contains the requirenents, procedures and
exempL ions relating to registration under the Act and the
standards oi qualiiication, including training, experience and
proficiency, applicable to Hembers, persons associated wiLh
Hembers, Associates and aIl persons for nhich NFA has registra-
t ion r e s o o n s i b i I i t i e s .

I. REGISIRATION

(a) REGISTRATION REQUIRIHENT

Types of persons subjecl to regulat ion under the AcL,
as defined in Lhe Act or Commission requlation, for which NFA has
reqistration responsibilities shall be required to register iF
required lo r egi st er un der the Act and not exempL from registra-
t ion by Commission rule or order.

(bJ RIGISTRATION PROCEDURES

Persons required to register under Lhe Act pursuant to
Sect j.on I(a) of this SeheduLe A shall be subjecL to and NFA shall
perform registration funct ions xith respect to such persons in
accordance xi.th all. of Lhe RuIes (except Rules J.) and J.7O)
gov ernlng registratrons contained in Part I of the Commission's
Rules except that, xith respecL to such persons, all filings,
applications, forns, eertifications, notices and requests
specified in lhose Rules to be filed xith, submitted to or qiven
by the Commission shal I be fi 1ed wi th, submitted lo or given by
NFA aL iLs Chicago office.

(c) GRANT, DENIAL, SUSPENSI0N AND REV0CATI0N OF
REGISTRATION

l{ith respect Lo persons required to regisLer under the
Act pursuant to Section 1(a) of this Schedule A, NFA shall refuse
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to register, register condit ional ly, suspend or place restric-
tions on the registration or revoke the registration of any s uch
person uho xould be prohibiLed from becoming or remaining a
Hember or associated with a Member unde. ByIaw 101(c). Regislra-
tions or temporary Licenses may be granted by the PresidenL or
Secretary or their designee. FinaI written orders denying
registration, regisLering conditionally, suspending or restrict-
ing registration or revoking registrat.i.on shall be made by the
Membership Commi.ttee in accordance wiLh lhe procedures applicable
to denial or revocation of menbership set forth in EyIaw 301(g)
except that, in prornulgating such orders, other than orders
revoking reqistration, the Hembership CommiLtee mayr but need
not, hold a hearing if any of the d i s q u a I i f i c a t i o n s set forth in
Bylax ) 0 I ( c ; ( i ) - ( v i i i ) apply to Lhe person who is the subject of
such order i prov ided, howev e!, Lh al pending final determinaLion
under this paiS!-Fa-[-61-. n--&GEE submitted by the President to the
Membe rsh ip Committee, registration shall noL be gr ant e d. Each
such order shall be pr ompt I y senL Lo the subject of the order and
shall rnform s uch person of the right to peLition the Commission
for review ol such ord er under Secti.on 17(o) of the AcL.

(d; RTGISTRATI0N FItS

Associated Persons - E ach Form 8-R submitted in
connection rith the registration of an associated person must be
accompanied by a lee of $10 for each reqistration capacity for
which aoolicaLion is made,

1I. QUAL 1F ICAT ION

(reservedi

*.**

D. Bylaw 1001

CHAP T ER 1O

FiNANCIAL Rt0UlREtlENT S

81 lax 1001 . Financial RequiremenLs: I for !4ember FCfts. ]

Subject to ArL.icles III and XI and Eylax 1505t the Eoard
shaIl adopL mininum flnancial and related reporting
requi.rements I for FCH Menbersr ] rvh ich rules shall
be deemed a part of these Eylaxs.

***
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Bylaw 1101

CHAPTER 11

DOING BUSINESS III TH NON-I,{EMSERS

EyIaw 1101. P r oh -i b i L i o n.

No l.lember may carry an account, accept an order or
handle a transaction in commodj.ty futures contracts foror on behal i of any non-Hember of NF A, or suspended
Member, that is required to be registered with Lhe
Comm.iss ion as an F CM, Introducinq Broker. Commoditvroor uperator or Lommod r t y tr ad rng Advlsor t, or LhaLis an Agent,I and that is acling in respect to the
account, order or transaction for a customer. a
commodj.ty pool or participant therein, a client of a
commodity tradJ.nq advisor, or any oLher person, unI ess(ai such non-Member of NFA is a member of another
FUL ures association reqisLered wi th the Commission
under Sectron 17 of Lhe AcL, or is exempted from thisprohibition by Board resol ul ion, or (b) such suspended
Hember is exempted from this prohibition by the Appeals
Committee.

F. Bylaw 1101

CHAPTTR 1]

DUES AND ASSESSHE\I5

Byiar 1)01. Sehedule of Dues and Assessmenrs

(b) FCt'lI s and Aqents. ] Members.

[(iv) facn Agent sh a1I pay lo NFA annua] dues of
$5oo.l

+tt

( c., 0ther Henbers.

Annual dues for a ComnodiLy PooL 0perator or Introduc-
ing Broker shall be $500 for the year of aiiFi{affi
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me ; on
or every mon

s lat e, Lxcept as

Disqualif icat ions

The requirenente and restrictions on
set ouL principally in Bylar 101 rhich conLaina
slandards for membership. Proposed Bylax J01(c

init ial registration with the Conmi ss ion and thereafter
shaII be $1r000. AnnuaI dues For a Commodity Trading
Adviso r shal I be $ 500. AII Hembers of NFA ' other than
those previously set Forlh in this ByIawr shaII pay to
NFA annual dues of $1,000. The Board may in its
discretion waive or establish lower annual dues for
sueh other Members, excludinq Introducing Brokers,
Commoorty Poo r 0pe raT.ors ano 

- C6Ti6-oTil--ii?i-ii!-AZTr so rs.
**:l

G. Bylaw 1102

ByJ.aw '1 )02. Payment of Dues and Assessments.

Annual. dues shall be payab).e in advance on Lhe first
day of January of each year, or at such other time or
Limes as the Board shall determine. Assessments based
upon fut ur es Lransactions shall be payable Lo NFA
within thirty (10) days after the end of each NFA
fiscal quarter for transactions effected during that--...
cuarler. In addi t ion to such assessments each FCH
shal I pay to NFA an amount equal Lo one lgnth's
interesI aF an annual rat e of 10% (or such other rate
of int erest as the President. with the concurrence oF

e Lxecutrve Lom m ee. mav oet ermLne rrom trme
e amo\lnt o sucn asses9men

o r r r ac t r o n ereot suc
assessment Davmen e board may

ffition, each Member shal.I pay
dues and assessments, as applicable, for each category
in which Lhe Member --or an affiliate thereof' unless
such affiliate is a Hember in its own riqht-- is
regisLered *ith the Commission and conducts business.

EXPLANATION OF AMET.IDHENTS TO BYLAI{S

The amendmenLs Lo Chapter ] of the Bylavis wilI enable
NFA Lo perform registratj.on functions xj.th respect to specific
cat egor i es of registrants as that aulhority is delegated to NFA
by the Conmission and to fulfill Lhe eandaLe under Seetion 17(P)
of the Act to establish Lraining sLandards and proFiciency testing
for persons lor whom NFA has registrai"i.on responsi.bilities.

Xenbership RuIe - Bylaw )01

l'lF A f{enberahip ate
the fitness

) incorporaLes ss
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membership disqualifications alI of Lhe statutory reg ist r at i on
d i s q u a I i f i c a t i o n s set forth in Sections 8a(2 ) , 8a(l) and 8a(4) of
the Act. The statutory d i s q u a I i f i c a t i o n s set forth in Section
8a(2) oi the Act are incorporat ed in proposed Bylaw )01(c) (i)
through (viiiJ without subsLanLial change excepL lhat nhere the
date of a conviction is relevant the time is computed from the
date of applicaLion for membership. The statutory disqualifi-
c al ion set fo rth in Sect ion 8a(4) of Lhe Act is incorporated in
proposed ByJ.aw )0'l (c) (ix) and lhe d i s q u a I i f i c a t i o n s set forth in
Section 8a(l) of the Act are i nco rpo rat ed in pr oposed Bylaw
101(c)(x) throuqh (xii). By proposing Eylaw l0'l(c) it is the
intention of NFA lo reLain the congruent relationship between the
s t and ards ol fiLness for memb e rsh ip and the st andards of f itness
for registration. As discussed more ful 1y beIow, when NFA is
performing the Commission's registration functions NFA's rules
wiII require evaluation of fitness for registration as though the
applicant were applying for membershj.p in NFA.

fLigibiLity

Pursuant to Sect ion 17(b,l (2) of the Act, proposed
paragraph (a; of Bylaw )01 incorporales definitions of basic
membership eligibility. Thi.s is done for two reasons. FirsL,
Section l7(bj (9.) of Lhe Aet requires NFA to hold a hearing before
barring any el j.gible pe r son fr om memb e rsh ip, It wouLd defe at one
of Ihe purposes of the new sLat utory d i s q u a I i F i c a t i. o n provisions
(which sLreamline registraLion by eliminat.ing lhe need for a
heafinq in cert arn types of cases) if NFA were required Lo
provide a membership hearing for persons vrho could be denied
registration without a hearinq. By making regist ration a
prerequj.sile to eligibility for those persons requi red to be
registered, NFA will not be requL red to ho 1d a hearing on
membership fitness for lhose applicants who are subject to one oF
the statuLory registration d i s q u a I r f i c a t i o ns seL forth in Section
8a(2,: of the Act and incorporated in proposed Bylaw )01(c)(i)
through (viii). This paragraph comporls with Section 17(b)(2)
of Lhe Act xhich, inter a1ia, auLhorizes a registered Futures
assoc j.ation to resTTfEF-i6'6ership in such organization I'on such
... specif j.ed and appropriate basis, as appears to the Commission
to be necessary of appropriate in the public int erest and to
car ry out the purpose of ISection 17 of Lhe Act]."

Second, Section 17(b)(J ) of Lhe AcL requires NFA to
deny membership to certain classes of persons regardless of
rhether Lhose persons could be registered. In order to separate
those eligibility d i s q u a I i f i c a t i o n s fron the standards in ]01(c)
used to deterrnine fitness for membership and derivatively used to
deternine Fitness for regi.stration, they are placed under
proposed EyLax 101 ( a) .
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A1I other sect ions of Bylaw f01 remain substantially
unchanged (other than section designatj.ons and conforming changes
Lo cross references) except that proposed ByIav{ 101(j) amends
existing Bylaw J01(gJ to reflect the facL that, under currenr
I aw, a t erm i nat ed AssociaLe may neverthefess remain assoc j.ated
with a Member and, Lher efor e, entitled lo continued reqistra!ron
as an Associate.

Jane K. Stuckey
27 , 198t
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Reqistration RuIes - 8yl aw 305 and Schedule A

Bylaw )05 incorporates
Schedule A which will contain (1J
and procedures and (2) aIl of NFA
testing requiremenls.

in the Bylaws by reference a nelr
alL of NFA's registration rules

's qualification and proficiency

Sect ion I(a,) of pfoDosed Schedule A sets out the
registration r equi r ement and s imply requires registration of
every person ( i ) requi.red by law to register and (2) for whom NFA
has been de l egat ed re-oistraLion dut i es. Along wilh deleqating
the authority to adminisler registration gener al I y, it is
anticrpaLed Lhat the Commission will include in the appropriat e
delegaLion ru.le or order ('rDelegation 0rder" ) a delegal ion to NFA
of the aulhority lo determine the categories of persons which,
though within lhe cjef inition oi pefsons which are required to be
registered, can be exempted from regislration. As NFA determines
to add to or alter exi.sting exempLions lhat action would be
accomplished by amending Sect ion I(a) of propcsed ScheduLe A. It
is not anticipated th at under the t erms of such a Delegation
0rder thal NfA would have any authori.ty to acceoL or act on
case-E)-case reques:s for exernpticn flbm registration or for
"no-aelion" interpreLalions of the applicab le reqistrat ion
requrremenLs.

Any amendmenL Lo Seet ion I(a) of propo sed Sehedule A
would have to be submilted to the Commission under Seetion 1j(j).
Because any such amendnent would necessarily be in derogation of
the Act, NFA antic j.pates that the Delegation 0rder may specify
that the Commission rnay deny approva). of any such amendmenL for
any reason suiiici.ent to the Commission.

Sect io n I(b) of proposed Schedule A rill specify the
forms and procedures rhich must be used to ragister and |{ithdra*
from registration. As proposed, the rule merely adopts all of
the current CFTC fcrms and procedures. (Hoxever, CFfC fees ano
procedures for denying reqistration are not sdopted). This
should sinplify the transition of registration functions from the
Comnission to NF A. Honev er, NFA bel i ev es that the Delegation
0rder should nake clear that it is anticipated that NFA nsy aaend
this rule or Lake other appr opr i at e acl ion sat isFactory to !he
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Commission to provide for Lhe even di.stribution of registration
renewal. daLes over the year provided that, in effecting such a
distribution, NFA does not make Lhe period of registration of any
registrant (other than associaLed persons) Less than one year or
more than two years.

Secl io n I(c) of the proposed Schedule A specifies the
procedures for determining fltness to be registered. BasicalIy,
th j.s rule st at es th at registration will be conduc t ed using the
same iiLness standards and the same procedures for hearings which
apply to NFA membe r sh ip. Y{here Lhere is no cause to believe that
any disqualificaLion exists lhe registration may be granted by
the President or Secretary. f{here there is or may be a disquali-
ficat ion Lhe procedures co ver i ng den i al and revocation of
membership in Bylaw l0'l will apply and the f{embership Commi.ltee
will conduct hearings, if necessary, and issue the appropriate
order. It should be not ed th at under the procedures set forth in
ByIaw )01(d) ( redesignated as 101(g) ) any applicanL with r espe ct to
whom there has been an initial determination of d i s q u a I i f i c a t i o n
wiII be noL i fi ed qf such determination and h ave an opportunity to
show the President prior to any hearing, ii required, th at Lhe
applicanL i.s noL disqualified.

NFA antic j.pates that the Delegation 0rder wi.J. I require
NFA lo issue conditional registrations in cases where NFA grants
regisLration -in spite of Lhe appearance of any d i s q u a I i F .i c a t i o n
(whether or not a hear ing was held). \FA expects th aL the
DelegaLion 0rder wiII provide th at such registrations wiIl be
condiLional for such period as will reasonably allow the Cornmis-
sion an opporLunily to rev i ew the granLing of such reqistraLi,ons.

Sect ion I ( d) of proposed Schedule A sets out a required
fee for registration of associ.ated persons- This fee i.s not
annual and is int ended Lo cover the cos!s of pr oc ess i ng a
registration application, including the $12 out-of-pocket costs
incurred by NFA in submitting fingerprints to the FBI. This fee
is distincL from any annuaL dues for Associates wh j.ch the Board
may adopt or any appliation fee for registration as an Associate
xhich may be adopted by NFA's Membership Conrnittee. The il0
registraLion fee is lorer than the $50 fee recenLly proposed by
t.he Comnission. However, Commission staff has indieated lhat
they do not object to l|f A's establishing a l]0 fee with the under-
s t and ing th at NFA may rai se the fee if it is later det ermined
not to cover actual coats.

FinalJ.y, NFA understands that its perlornance of any
porLion of the Comnission'e regisLration functions rill be
undertaken as a delegee of the Conmission. Accordinglyr all
records collected and raintained by NFA in perfornance of those
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funct ions wiII be records of
Freedom of Informati.on Act, 5
U.S.C. $552a.

the Commission for purposes oF the
U. S. C. $552 and Lhe Pr ivacy Act , 5

Byla-w 1001

Bylaw 10Bl previously authorized the NFA Board of
Directors to adopt minimum financial and related reporting
requirements for FCM Members only. The newly adopted amendments
will enable the Board to adopt such requirements for other
membership categories such as Introducing Brokers.

ByIax 1101

This amendment reilects Lhe addition of the category of
Introducing Brokers into NFA's regulaLory frame*ork. ByLaw 1101
has been amended to prohibit an NFA Hember from carrying an
account, accepting an order or handling a Lransaction for or on
behal t of an Introducing Br ok er act ing for a customer un 1e ss the
Int roducing Broker is a Member of a registered fut ur es associ a-
tion such as NF A.

Bylaw 1101

The ByIaw as amend ed set s dues for Introducing Brokers
equal to the dues required of CP 0s. Further, proposed 1101( b )
has been amended, consistent with the adopt ion of the new
reqisLration cat egory of Introducing Brokers, to eliminat e
refetenees to AgenL s.

Bylaw 1102

Proposed Eylaw 1102 is amended to prov j.de a dis-
incentive to late payment of Assessment Fees collected by FCHs
from cusLomers. Experience with the progress of Assessment Fee
paynents nhich were due by April )0,'l 98J indicates that a
substantial port i.on of Assessment Fees are not paid in a timely
ranner, The proposed disincent ive payment would help to ensure
that Lhose FCt{s rhich have accumulated cusLomer Assessment Fees
turn these funds over to NFA rrhen due.

I I. A}ITNDHENTS TO COI..IPL IANCE RULES

A. Compliance Rule 1-1

ConpI i anee Rul e
s ubse ct ions (i) through (l
eubsect ion (c) and adding

1-1 i s anended by redesignat ing
) as (j) through (m) and aaending
ncrl subaection (i) to read as folloxe:

I,I
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COMPL IANCT RULES

Part 1 - DEFINITI0NS

Rule 1-1. DEFINITI0NS

As used in these Rules --
*T

(c) "Associate" - means a person who is associated
with a Hember Iof NFA or any Agent thereof] within
the meaning of the lerm "associated person'i as
used in Secti.on 4k of the Commodity Exchange Act
and who is required to be reqistered as an
'rassociated personrr with the Commodity Futures
Trading Commission[. ] ; and any other person
desiqnated by the Boarffi

**

f.**

B, Complj.ance Rul.e 2-8

Part 2 - RULE S G0VE RN I NG IHE BUS INE SS C0NDUC T

OF
MEMBERS REGISIERED t{I]H THE COMHISSION

*-r

Rul e 2- 8. DISCRETI0NARY ACC0UNT S.

(aj Grant of Discretion Hust Be in Ilritinq.

(il "Introducinq Broker" - means an introducino broker
as that term ts us ed 1n Lhe Conmodi.t y Exchanoe Act
ano Lnat rs requlred to be reo.lstered as such
unoer cne Act and uommlsslon f{uIes.

l{o }lenber FCli{, Introducinq Sroker or AssociaLe thereof
snal l exercrse drBcretron ov er a customer's commod r t v
futures account unless the custoner or account control-
Ier has authorized the Member FCll, Introducinq Broker
or Asaociate thereof in writing (ffi
attorney) to ffiEiEe sueh disJretion. . For purposes ol
Lhia Rule, a peraon does not exercise di6cretion ;here
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the customer or account eontrol ler specifies the
commodity, year and delivery month oF the contractr the
number of contracts, and that the transection is either
to buy or Lo sel l.
(b) Review of Discretionary Trades.

Each commodity fuLures trade effected by a Member
FCM. lntroducinq Broker or Associate thereof
pursuant to the exercise oF dtscretron must be
specifically reviewed not later than the end of the
business day following the trade by a partnerr officert
director, branch office manager or supervisory employee
of the Member FCM or Introducing Broker.

(c) Supervision.

All discretionary commodiLy futures accounts must be
c ont inuously supervised by the Member FCM or
I n t r o d u c i n q 

' 
B r o k e r for compl iance with apfficable

ffiIo n-FTfiese Rul es.

***

EXPLANATION OF AMENDMENTS TO COMPLIANCE RULES

The above changes to CompI iance RuI es 1-'l (c) and (i)
and 2-8 conform NFA's rules with the adoption of the new
reg isLr aL ion calegories of Introducing Broker and associated
persons of CTAs, CP0s and Introducing Brokers under the Futures
Trad ing Act of 1982.

SpeciFicalIy, Rule 1-1(c) also will give the Board
flexibility to designate other persons as Associates beyond those
set forth under Section 4k of the AcL. AddiLionaIly, RuJ.e 2-8
now expands Lhe discretionary account provision beyond FCt'ls to
include Introducing Brokers.

III. AMENDMTNTS TO CODE OF ARBITRATION

A. Section 1(a)

CODE OF ARBITRATION

Section '1 . DEFINITI0NS. As used in this Code --
(a) rrAssociate'r - means a person who is registered with NFA

as an Associate. (Under NFA ByIaws every person who is
associaLed with Ian FCM] a Member Ior Aqenl thereof]
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B. Section 10

Section 10 of the Code of Arbitration is amended Lo read as
follows:

Sect ion 10. ARBITRATION FEES.

within the meening of the term "associated person" as
used in Section 4k oF the Commodity Exchange Act' and
who ig required to be regiEtered as such with the
Commiseion, must register with NFA as an Aseociate.)

*t*

Each party claiming or counterclaiming shall pay a-filing
fee based on the amount cleimed or counterclairned (exclu-
sive of interest and costs) as follows:

Amount of C1aim or Countercleim Fee

$ o -$2,499
$2,500 -$5,ooo
$ 5,001 - $10,000
$10,001 - $15r000

More than $15 r 000

$50
$100
$150
s17 5
$2oo

( plus 1% of excess
ove r $15 r 000 )

EXPLANATION OF AMENDMENTS TO CODE OF ARBITRATION

Sect ion 1(a)

The edoption of the registration categories of trlntro-
ducing Brokerrr and associated persons of CP0s, CTAs and Introduc-
ing Biokers under the Futures Trading Act of 1982 necessitates the
deietion of the reference to trAgenttr in the definition of
Associate under the NFA Code of Arbitration ("Codett). Tne
proposed amendment makes the Code consistent with current law.

Section 10

}lith the adoption of the Futures Trading Act of 1982'
the requirement under Section 17(b)(10) of the Act and Part 170
of the Commission's regulations that a registered futures associa-
tion provide for a fair and equitable arbitration procedure for
customer claims under $15,000 has been amended by eliminating the
$15,000 ceiling. Accordingly, the Code also previously has been
amended to reflect the change in this jurisdictional amount.



ryFh
l,{s. Jane K. 5t uckey
l4ay 27, 1983
Page Twent.y Three

Howev er, NFA believes that consistent with lhat chang e, Sect ion
10 of the Code settino forth the arbitration fee structure also
must be revised.

Presently, a part y bringing an arbiLrat ion claim or
counterclaim in excess of $10r000 is responsible For a filing fee
of $100. When this provision was drafted the maximum range of
clai.ms in Lhi"s caLegory xas between $10,000 and $15,000. Since
the $15,000 ceiling has been removed, a cl aim iar in excess of
that amounL would still resu.lt in a ii lino fee of $100.

WhiIe NFA arbitraLion is nol v i ewed as a net revenue
producer, arbitration fees under the proposed amendment are
consistent with of her commercl al arbitration programs in Lhe
commodities and securities indusLries, NFA believes the
proposed amend ed fee schedule is a more realistic and adninis-
tratively efiicient alLernat ive to our presenL fee schedule.

IL should be noted th at in cl aims under $2,500 the
proceed.ing is conducted entirely through written submissions and
no hearing is hel.d. Accordinqly, for some claims in lhat
category Lhe fee has been reduced. For c laims in the upper
ranges of tne fee schedul o, fe es na!e been proport ioralely
increased to a level more commensu r at e wiLh thei r size and
probable compJ.exity.

NFA respect fu1l.y requesLs th at the foregoinq amendments
to the Eylaws, Compliance Rules and Code of Arbitralion be declared
efiective upon approval by the Ccmmission.

Very Lruly yours,

NATTONAL FUT URt S ASSOCiAT ION

by:
ose

JHH: ep
cc: Chairman Susan ll . Phillips

Conmiss.ioner XaLo A. Hi n eman
Conmi ss ion er FowIer C. llest
Andrea f{. Corcoran
Theodo re f{. Urban

General. Counsel Spnrei:rv
son,

and
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(i) No person, unless eligible
contract larket, cooorercial
cat ego ry, shal I be eligible
Xember or associated rith a
is re gi st ered, tenporarily

July 14, 1981

Ms. J ane K. Stuckey
0 ifice of the Secrelariat
Commodi.ty Fut ure s Trading Commission
2035 f,5treet, N.H.
liashinqton, D.C. 2058I

Re: N at i onal Futures Association;
Proposed Amendment s to ByIaws

Dear l.ts. Stuckey:

By letter dated l.lay 27, 1981 from the undersigned
Nat ional Futures Association ("NFA") submitt ed to the Cornmodity
Futures Tradj,ng Commission ("CFTC") the full text, including
proposed amendnents, of NFA ByIaws l0I, ,05 and Schedule A to NFA
ByIaws for approval pursuant to Section 17(j) of the Commodity
Exchange Act . In response to suggest ions From CFT C st aff NFA
hereby submi t s cert ain technical changes to the text of NFA
Bylaxs tO1 , tO1 and Schedule A to NFA's ByIaws. The technical
changes are incorporated in the fol Iox ing fuII t ext of those
Bylaxs xhich should be substituted for the corresponding text i.n
NFA's submission of )4ay 27, '1983 and considered part of that
submlssion.

I. AI.IE ND I'IE N T S IO BYLAIIS

A. Eylax 101

Eyla; 101 is amended to read as follows:

CHAPTIR 
'

tltl.tBIRSHIP AND ASS0CIATI0N fIITH A MEMBER

Bylax )01, Requirements and Restrictions.
(a) ELl.gibility for l{enbership.

for llenbership in the
firr or conoercial bank
to become or remain an NFA
Hember unless such person

licensed or exempt fr om
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registretion under the Commodity Exchange Act (here-
inafter nActn ) or the rules oi the Comrnodity Futures
Trading Commission (hereinaFter "Commissionn).

(ii) ExcepL as provided in paragrapn (e) below no person
shaIl. be eligible to become or remain a Henber or
associated rith a l,'lember who:

(A) Has been and is suspended or expelled from a

registered futures association or contract market
for violating any ru le of the associ at ion or
contract market that:
( 1) prohibits any act or transaction constituting

conduct inconsistent xith jus t and equitable
principles of trade; or

(2) requires any acL rhichr if omitted ' cons-
titutes conducL inconsistent nith such
principles; or

(B) Has been and is barred or suspended from beinq
associated xith aII members ol a regisLered
Futures assoc i at ion or contraet market for
viol at ing a rule described in paragraph (A) above;

(C) Is subject to an order of the Commission: denying,
suspending or revoking the person rs registration
under Section 5(b) of the Act; expelling or
suspending the person from nembershiP in a

registered futures association or contracL market;
or barring or suspending the person From be.inq
associated *ith a Futures Commission Merchant
(hereinafter "FCM" ) ;

(D) l{hether before or aFter becoming a l'lember or
associated rith a Hember, ras, by the person's
conduct xhile associaLed rith a l'lenber, a cause of
any suspension, expulsion or order described in
paragraphs (a)(il)(A)-(C) above that is in effecL
xith respect to the petson; or

(E) Has associated rith the person any other person
xho is knorn to, or in the exercise of reasonable
care should be knoin to' the person to be ineli-
gible to becone or rerain a l'lerber or associated
iitn a llerber under paragraphs (e)(ii)(A)-(D)
ebove.
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(b) Registration of Associates.

No person may be associated with a Member of NFA unl.ess the
person is registered with NFA as an Associate or is an NFA
l.lember. As used in these Bylaws, the term "associated with
a Hember" means any person who is associated with a l'lember
of NFA within the meaning of the term "associated person" as
used in Section 4k of the Act and who is required to be
registered as such with the Commission. Registration rith
NFA as an Associate is not registration as 3n associatec
person under the Act,

(c) Restrictions on Becoming or Remaining a Mernber or Associated
wiLh a Member.

A person may be deemed disqualified to become or renain a
Hember or associated xith a Hember -

(i) If a prior registration under the AcL of such
pe rs on in any c ap aci ty has been suspended ( and the
period of such suspension has not expired) or has
been rev oked I

(ii) If registration oF such person in any capacity has
been refused xithin five years preceding the
fiIing oi the application for membership or at any
t ine thereaf ter:

(iii) If such pers on is permanent ly or temporarily
enjoined by order, judgrnent or decree of any
court of competent jurisdicliont including an
order entered pursuant to an agreement of setLIe-
ment to xhj.ch the Commission or any Federal or
State agency or other governmental body is a
party r from: (1) acting as a fututes conrrission
nerchant, introducing broker' fJ.oor brokert
commodity trading advisor, comrnodity pool opera-
to r, associated person of any registrent under the
Act, securit ies broker, 6ecurities dealer,
,unicipal securities broker, nunicipal securities
dealer, transfer aqent, clearing agencyr securi-
ties infornation processor, investment adviser,
investment co.pany or affiliated Person or
employee of any of the foregoing; or (2) engaging
in or continuing any activity involving any
transaction in or advice concerninq contracts oF
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( iv )

sale of a commodity
ing mat t ers sub ject
section 4c or 19 of
securities;

for future delivery, concern-
to C ommi ss i on regulation under
the Act, or concerning

lf such person has been convicLed of any felony or
if such person has been convicted within ten years
preceding the iiling of the appli cat ion for
membershi p or at any time thereafter of any
misdemeanor that: ( 1) involves any transactions or
adv ice concerning any contract of sale of a
commodity for future delivery t or any activity
subject to Commission regulation under Section 4c
or 19 of the Act, or concerning a secur ity; (Z)
ari se s out of the conduct of the business of a
futures commission merchant, introducing brokert
floor broker, commodi ty t rading advisor ' commo di t y
pool operator, associated person of any registrant
under the AcL, securities broker, securities
dealer, municipal securiti.es broker, nunicipal
securit.ies deal e r, transfer agent, clearing
aqency, secu rit ies informat ion processor, invest-
menL adviser, investment company, or an affi. liated
person or employ ee of any of the foregoing; (1)
invoi.ves embezzlenent, theft, extortion, fraud,
fraudulent conversion, n i s a p p r o p r i a t i o n of funds 

'securities or property, forgery, counLerfeiting'
false pretenses, bribery, or gambling; or (4)
invoLves the violation of section 192, 1t41 ' 1t42,
ot 1341 , or chapter 25, 4'l , 95, or 96 of litle 18t
Uni t ed States Codei

If such person, has been found by any court of
competent jurisdict ion, by the Conmission or any
F ederal or State age nc y or other governmental
body, or by settlement agreement to which the
Commission or any Federal or State agency or oLher
governrnenLal body is a party: (1) to have violated
any provision of the Act, the Securities Act of
191), the Securities Exchange AcL of '1934, the
Public Utii.ity Holding Corpany Act of 't9)5, the
Trust Indenture Act of 19)9, the InvesLnent
Advisers Act of 1940, the Investrent Conpany Act
of 1940, the Securities Investors Pr otecLion AcL
of 191O, the Foreign Corrupt Practices Act of
1977, ot eny similar statute of e State or foreign



XFH
! Hs. Jane

July 14'
P age F ive

K. Stuckey
1981

jurisdiction ' or any ruJ.e, regu I at ion r or order
under any such statutes, or the rules of lhe
Hunicioal Securities R ulemak inq Eoard; or (2) to
have wj.llfully aided, abetted, counseled, com-
manded, induced ' or Procured such violation by any
other personi

(vi) If such person is subject to an ou t st andi ng order
denying trading privileges on any contract rnarket
to such person ' deny ing, suspending, expelling or
revoking such person's membershi.p in any contracL
sla rk et , registered futures ass oei at ion or any
other self-regulatory organizationr or bafring or
susPending such person from being associated with
a registrant under the Act or with a member of a

contract market, regj.stered futures association
or other self-regulatory association;

(vii) If such person i.s a futures commission merchant or
int r oduc inq broker and shall knoxingly accept any
order for the purchase or sale of any commodity
for future delivery on or subiect to the rules of
any contract market from any Person denied trading
privileqes on a conttact market by order of the
Commission under Section 5(b) of the Act and Lhe
oeriod of denial speci fied in such order sha] I not
have expired;

(viii) Such person faj. Ied reasonably to supervise another
pefson, who is subject to such person 's supervi-
sion, with a vier to preventing vi ol at ions of the
Ac t, or of any of the statuLes seL forth in
paragraph (c)(v) of this ByIaw or of any of the
ruIes, regulations, or orders thereunder, and the
pergon subject to supervision eornitted such a

violation: P rovi ded, that no person shall be
deemed to n aiE--iZll?d reasonably to supervise
another person, ri thi n the neaninq of this
paragraph if (1) there have been established
procedures, and a systen for applyinq sueh
procedures, rhich xould reasonably be expected to
prevent and detect, insofar as practicabler any
such violation by such other person and (2) such
person has reasonabJ.y discharged the dut ies and
obligations incurbent upon that person' aa
eupervisor, by reason of 6uch procedurea and
ayatem, without reasonable cause to believe that
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such procedures and system rer e not being compl.ied
with;

(ix) Such person v*as debarred by any agency ol the
United States from contractinq with the United
States;

(x) Such person willfully made any material false or
misleading st at ement or willfully omitted to state
any material fact in any application of such
person for registration under the Act or for
membership in NFA, in any report required to be
fi led xi th the Commission by the Act or the
regu lati ons thereunder, in any proceeding bef ore
the Commission, in any report required Lo be FiIed
with NFA or in any proceeding before any Committee
of NF A;

(xi) Such person has pleaded nolo cont endere to
criminal charges of felonious con duc t, or has bee n
convicted in a State court or in a foreign court
of conduct xhich xould constitute a felony under
Federal Iax i.f the offense had been committed
unde r Federal jurisdicLion;

(xii) In the case of an applicant for rrenbership in any
capacity to xhich NFArs Financial Requirements
apply, such person has not established that such
person neets NFA's Financial Requirements;

(xlii) Such person has been found by any court of
competent jurisdiction or by any Federal or State
agency or other governnental body, or by agreelent
of settlerent to:hich any Federal or State agency
or other governnental body is a party; (1) to have
violated any statute or any rulet regulation, or
order thereunder rhich involves e:bezzlement,
theft, extortion, fraud, fraudulent conversion'
misapropriation oF funds, secutities or propertyt
forgery, counterfeitingr false ptefensesr bri.bery t
or garbling; or (2) to have xillfully aided,
abetted, counseled, eornandedr induced or plocured
such violation by any other person;
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(xiv ) Such person has associated rrith such person any
other person and knows, or in the e xer eise of
reasonable care should know, of facts regarding
s uch other person th at are set forth as statutory
d i s q u a I i f i c a t i o n s in Section 8a(2) of the Act,
un I ess such person has notified the Commission or
NFA, if NFA has been authorized or required to
make the de!ermina t ion deseribed in Seetion 4k( 5)
of the Act with respect to such other person, of
such facts and the Commission or tlFA, as the cas e
may be, has determined that such other person
sh ould be registered or temporari Iy licensed I or

(xv) There is other good causel or

(xvi) Any principal has been or could be refused
membership: Provided, thaL for the purposes of
this ByJ.aw, iprincipal" shall mean, if the person
is a partnership, any general partner or, if the
person is a corporation, any officer, director, or
benef ici.aI orner of at Least 10 percent of the
v of ing shares of the corporation, and any other
person Lhat the Commission, by ruIe, requlation,
or order, or NFA, by ByIaw or Resolution oi Lhe
Board, det ermi nes has the poier, direct I y or
indirectly I throu qh agreement or otherwise, to
exercise a controlling influence over the activi-
ties oF such person xhich are subject to regula-
tion by the Commission and NFA requirements;

(d) QuaIi fication.

Except as provided in paragraph (e) below, no person may
become or remain an FCf,l, CTA, CP0, or Introducing Broker Hember
or associaLed with such a l,lenber unless oualified to do so in
conformi.ty with such standards of training and experi.ence and
proficiency tesling requirenents as NFA shall establish and sueh
other oualification standards as NFA fi.nds necessary or de-
sirable.
(e) Exceptions fron Ineligibility, Restrictions, and

Qualifications,
A person rho is ineligible oD disqualified to becore or

remain a l.{enber or associated xith a Herber under paragraphs
(a) or (d) above may nevertheless becore or rerain a llelber or
aasociated rith a f{enber:
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(i) subject to the provisions of Section 17(b)(l) of the
Act, upon a findinq by the Membership CornmitLee (see
Chapter 7) that the reeson for ineligibility does not
cause the person to pose a threat to l,lenbers, Asso-
ciates or cust omers; or

(ii) In such other situat i ons as may be aPProved or directed
by lhe Commission.

(f) Application.
(i) AII applieations to become a Member or to reqister as

an Associate shal l be in wr i t ing, on forms prescribed
by the Membership Committee, signed by the applicant or
its chief executive officer or managing partner, and
accompanied by paynent of such application fee as the
Hernbership Committee may prescribe fron tine to time.

(ii) The execution and delivery of the application shaL l
constitute (A) a representation that the inf ornation
supplied in the application is complete and accurate t
and (B) an express agreement by the applicant that, if
admitted to NFA membership or registered as an Associ-
ate, the applicant shal I become and rerain bound by alI
NFA requlrements as then and thereafter in effect.

(iii) An application may be returned by the Secret ary of NFA
nithout acLion if it is materially inconpleLe or
materialLy inaccurate.

(iv) Eaeh application, together with any required application
fee, shal I be sent to the SecreLary for processing, in
accordance x.ith such procedules as shall be adopted by
the l,lenbership Comnittee. As soon as pract icable after
the appli.caLion is recej.ved and rev j.e:ed, the Secretary
shal I not i fy the appl icant oi the action taken ( see
paragraph (g) belor ).

(g) Denial and Revocation.

(i) If the PresidenL has reason to believe that: an
applicant for rrembership or registraLion rith NFA as an
Associate does not neet the qualifications seL forth in
this Chapter for NFA menbership or association with a
l.lerber, as the case nay be; a f,lember or registered
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Associate does not meet the ouali fications set for Lh in
thi s Chapter for cont i nuat ion as a l.lember or Associatel
or the person has submitted an intentionally incom-
plet e, i nac eur at e or otherwise false application to NFA
for membership or registration as an Associate -- the
President shal l prompt Iy so noLi fy the person in
writing and furnish a copy of the notice to the
Membership Committee, setting forth the specific
grounds for the determination. The Person shalL be
given an opportunity to show to the Presi dent that the
qualifications are me t, or that the appli cat ion is not
intentionally incomplete, inaccu rate or false. IF the
person requestsr or if the Membership Committee orders,
a hearing shall be held before the Hembership Comrnit-
tee, and a record shall be kept. fhe person may be
represented at the hearing, and submit evidence in Lhe
proceedinq, caII and examine xitnessesr examine the
evidence uDon v{hich the President's determination was
based, and, in the diseretion of the Hembership
Committee, present written or oral argument.

( ii ) I f a heari.ng before tha I'lembership Committee is held 
'the Commi t t ee shall make a final, written determination

upon the record be for e it, set t ing forth Lhe specific
grounds for ils determination. A copy of the determi-
nation shall pronptly be sent to the person. lf the
delerminat ion is to deny or revoke nembership or
regisLration as an Associate, the l{embership Committee
shal I , in the denial or re vocat ion not ic e, inlorm the
person ol the right of such person under the Act Lo
petition the Commission, xithin 30 days after the
denial or revocat ion, for reviex of the act ion under
Sect ion 17(h) of the Act.

(h) Resi gnat ion.

A Henber, un.less under investigation or disciplinary charges
by NFA, nay resign at any time by filing rritten notice rith
the Secretary, but such resignation shall not relieve Lhe
llember of any responsibility under the NFA Code of Arbitra-
tion or Complianee RuIes for activities prior to resigna-
tion, or of the obligation to pay any duesr assessmentst
fines, penalties or other charges theretofore accrued and
unoaid.
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(i) Name and Address.

E ach Member shaLl at all times regisLer and mainta.in with
the Secretary its correct name and principal address, and
the correct name and address oF each registered Assoeiate
empl oyed by the Hember.

(j ) Termination of Associate.

Each Hember shaII promptly inform the Secretary of the
t ermi nat ion of employment of any registered Associate wit h
the l{ember. If such person is no Ionger .listed as an
Assoclate oi any Member folloxing such termination, the
individual's registration Hith NFA as an Assoc i at e shall
Iapse unless the Secretary is notified in wrlLlng by another
Member, within 60 days thereafLer, that such person has
become associated wit h it.

B. ByIaw 105

Bylaw 105 is added to read as follows:

ByIaw )05. Reqistration and Proficiency Requirements.

Schedule A attached to and made a part of these Bylaws
shaII set forth rul es go ve rni ng registration unde r the Act,
inc lu ding registration requiremenLs and procedu res, and standarcs
of proficiency, including Lraining, experience and prof iciency
testing requirements, applicable to Hembers, persons associated
rith Hembers, Associates and al1 persons for which NFA has
registration r e s p o n s i b i I i t i e s . In accordance w j.lh such regis-
tration rules, NFA shaIl perform the portions of the registration
functions under the Act xhich it i.s required or authorized by the
Cornmission to perforn pursuant to Section 8a(10) or Section 17(o)
of the Act and NFA shalI determine proficiency, for purposes of
determining fitness to be registered under the Aet and for
purposes of determining membership qualificetion under ByIaw
t01(d ) , in accordance *ith such proliciency requirements.

t*t
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C. Schedu Ie A

Schedu 1e A is added as foI Ioxs:

SCHEDULE A

This schedule contains Lhe requirements and proce-
dures relating to registration under the Act and the st andards of
proficieney, including training, experi ence and prof i.ciency
testing requirements, applicable to Members, persons associated
with l.lembers, Associates and all persons for which NFA has been
deleqated registration respons ibi Ii t ies pu rsuant to Sect ion
8a(10) or Section 17(o) of the Act.

I . REGI STRAT ION

REG ISTRAI ION RTqUIREI'IINT

Types of per6ons subjecl to regul aL ion under the Act 'as deiined in the Act or Commission regulationsr for which NFA
has been delegated registration r esponsibi I i.ties pu rsuant to
Section 8a(10) or SecLlon 17(o) of the Act shall be required to
register if r equ i red to register under the Act and not exenpt
from reqistration by Commission rule or order.

(b) REGISTRATION PROCEDURES

Persons required to register under the Act pursuant to
Section I(a) of this Schedu I e A shal I be subject to and NFA shal I
perform registration functions with respect to such persons j-n
accordance xith alI of the Rules (except Rules l.l and f .20)
governing registrations conLained in Part I of the Commissionrs
Rules except that, with respecL to sueh persons, all fi I ings t
applications, forms, certifications, notices and requests
specified in those Rules to be filed with, submitted to or given
by the Comrission shall be filed with, subRiLLed to or given by
NFA at its Chicago office.

(c) GRANT, DENIAL, SUSPENSI0N AND REVOCAII0N 0F
REGlSTRAIION

Iith respect to persons required to register under the
Act pureuant to Section I(a) of this Schedule A' NFA nay refuse
to regiater, register conditionallyr auspend or place restric-
tions on the regietration or revoke the registration of any auch
peraon based upon the grounds for euch action and the standarda
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of fitness set forth in the Act applicable to registrations
granted by the Commission. Registrations or temporary Iicenses
may be granted by the President or Secretary or their designee.
Final written orders denying registration, registering condition-
aIly, suspending or restricling registration or revoking regi s -
tration shall be made by Lhe l'lembership Comrnittee in accordance
xilh the procedures set forth in Section I(d) of this Schedule
A; provided, however, that pendi ng final deterrnination, in cases
submitted by the President to the l'lembership Committee, registra-
tion shall not be granted.

(d)

(r,
DENIAL AND REVOCATION PROCEEDINGS

If the President has reason to believe that NFA
shou ld refuse to register, regi ster conditlonallyt
suspend or place restr ict i ons on the registration
or revoke the reqistration of any person required
to register under the Act pu rsuant to Section I(a)
of this Schedule A the President. shall prornptly so
notify the person in Hriting and furnish a copy of
the notice to the Membership Committee, setting
forth the speci fic grounds for the determination.
The person shall be given an opportunity to shox
to the President that the qualifications are net.
If the person requests, or ii the Hembership
Cornmittee orders, a hearing shal I be held befor e
the |lembership Committee, and a record shall be
kept. The person may be represented at the
hearing, and 6ubmit evidence in the proceeding,
call and examine xitnesses, examine Lhe evidence
upon which the President's deLermination xas
based, and, in the discretion of the Hembership
Committee, present xritten or oral argumentl
Soyi4eq t!e!, in cases other than those involving

revocation of registration, The llenbership
Comnittee may, but need not, hold a hearing if the
President has nade a final determinat ion that any
of the disouali ficat ions set forth in Sect ion
8(a)(2) of the Act apply to the person.

(ii) If a hearing before the Ne.bership Connrittee is
held, the Coerittee shall rake a final , xritten
order upon the record before it, setting forth the
specific grounds for its deterrination. A copy of
the order shall pronptly be sent to the person. If
the deteraination is to deny, eondition, suspend,
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restrict or revoke registration under the Act, the
ilembership Committee shalI, in the eopy oF the
order, inform the person of the right of such
p e rson under the Act to pet i t ion Lhe Commission
for review of such order under Section 17(o) of
the Aet.

(e ) REGISTRATI0N FEES

Associ ated Persons - Each F orm 8-R submi tted in
connection Hith the registration of an associated person must be
accompanied by a lee of $10 for each registration capacity for
which applicat ion is made.

II. PROFICIENCY REOUlREMENTS

( reserved )

.t.tt

Very truly yours,

NATIONAL FUTURES ASSOCIATION

son t
andGeneral Counsel Secretary

JHH:cv

cc: Chairran Susan l,l. Phillips
Commissioner KaIo A. Hineran
C ommissi oner FowIer C. t{est
Ms. Andrea l{. Coreoran
Hr. Theodore |i. Urban

-,-}



l\ NATTONAL FUTUBES ASSOCTATTON

I 1200 W. MADISON ST.CHICAGO, 11.60606.(312) 781.1300

July 19, I983

Ms. Jane K. Stuckey
Office of the Secretariat
Commodity Futures Trading Commi s s ion
2033 K Street, N.w.
Washington, D. C. 2 0581

Re: National Futures Association;
Proposed Amendments to Bylaw l30l

Dear Ms. Stuckey:

By letter dated May 27, L983 from the undersigned'
National Futures Association ) submitted to the Commodity
Futures Trading Commission ) certain amendments to
NFA Bylaws for approval pursuant to Section 17(j) of the
Commodi ty Exchange Act. Included in those amendments was a
proposed amendrnent to NFA Bylaw l30l to establish an annual
dues requirement for introducing broker members.

In connection with its review of the proposed
amenilment to Bylaw I30l CFTC staff has suggested that a
certain existing portion of Bylaw 130I, not effected by the
proposed amendment, may cause confusion following delegation
to NFA of the CFTC's registration function. Specifically,
CFTC staff has suggested that the reference in Bylaw 130f(c)
to "registration with the Commission" be replaced with the
language "registration under the Act."

In deference to the opinion of CFTC staff, NFA
hereby agrees to the alteration in the language of l30l(c).
PIease consider such alteration as part of NFA's submission
dated May 27 , L983.

Very truJ.y yours,

NATIONAL FUTURES ASSOCIATTON

Joseph H. Harrison, Jr.
General Counsel and Secretarv

JHII: cv

By:
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COMMODITY FUTURTS TRADING COMMISSION
203!l K Street, N.W.

Washlnglon, D.C. 20581

July 28, 1983

Mr. Joseph H. Earrison, Jr., Esq.
c€neral Counsel ard Secretary
NaLiornl zut res Association
200 west Mad.ison Street
(hicago, Illturcis 60606

Re: NFe Byk\^ts 301 artd 305 ard Schedule A to Bvlar./
305; and Autlprization to Perform Certain ilegis-
tratidr F\nctions on Betnlf of tle Ccnmissicn

Dear Mr. Harrison:

On April 6, 1983, RcberL K. WilrDuth wrote to tle Cqrmissisr to
reguest tlEt ttE NFA be autlorized to trErforln tle Ccrmissionrs registration
fundcions urder tle Act with respect to persons required to be registered as
futroducing brokers (IBs) or as associated lErsons (APs) of IBs. $:bse-
quently, by letters dated I'.1q1 27 ard July 14, ycr: subnitted the captioned
pr@osed nan and revised rul-es for @rnission rerrierrr and a4prorzal.
Tfpse rules concern registratj-cn stanlards and procedures and NFA nErbersNp
qualificaticrrs ard requi-rerents. In addition, t{r. WilrrEuth's July 18 letter
stated NFA'S unaertatcing regardrng tle confidentiati-ty of record.s t}lat NFA
\,till nainta,in in tle perfornence of such registration flrncticn.

As yc are aieJare , on June 21 tte Ccnmissior a4prcnred i:r pr j_nciple
(pena::ng suhrnission ard apprcnral. of final NFA rule prcposals) autlnrization
to NFA to grant applications of IBs ard APs of IBs for registraticn w-it.i. tle
Ccnrnission urder the Act. On Julv 4, tlre Ccnmission alproved tte captioned
rules Frrsuant to secticrr l7(j) of tlE Act. and issued its Notice and Order
autlorizijlg NFA prrs\rant to section 8a(10) of ttE Act to gran'L such atrplica-
tions frcrn trErsons jjt tlpse t]^D registration categories after tte Ccnrais-
sion's regu-Lauions concerning tleir registration are adcpted ard take effect.
In tllat regard, the Ccnmission elq)ects t! consider its fijral rules at its
JuIy 29 neeti-trg. A ccpy of tle rewly issued Notice ard Order:, vf:_ich wj,11 be
tr$Iislred in tj€ Federa] Reqister stDrtly, is enclosed.

Very truly yo:rs,

q'*>f. fn ,r*,
6nu x. stuckey I

W=
,"#

frtclos\rre

Secretary of tle Ccrnnission
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JuIy 28, 1983

uor- *
4lgii

an- 193

Joseph H. Harrj-son, Jr., Esq.
C€nera1 Counsel and Secretart'
Naticrral Futf,rres Association
200 West l"bdison Street
Chicago, IlUrois 60606

Re: Nm Bykws 1001, 1101, 1301 ald 1302; CcnpU.ance
R:l.es 1-1 ard 2-8; aId Code of Arbitration SSL(a)
ard 10

Dea-r Mr. llarrison:

By ydrr letter dated hy 27, 1993, NFA subnitted aTEndr€nts to the
captl-oned nrles for Ccnmissicn app'rcnral prrsuant to secLion l7(j) of tbe Act.Tle ccnmission aFproved tlpse aner&rents on July 27, rgs3, ana atso deter-
nil,ed tlrat tlrey nay be ptaced into effect inneaiately. please note, hG,r€ver,tlat ?ny acticrr [z NFAts President t!.der tfe arenrtrent to Bylasr 130i rrouldconslitute a rule chalge wldch itsel_f rcuId be subj ect to sirtion 17(j)
revian b1' tte Ccnrnission

_ Yo\r.r May 27 letter also proffered otler rule proposals rrealing with
NFArs assunPtion of the ccnmission's registration tr:rsticrrs as rrelr iscertain renrisicns to NFA'S nanberstdp requi-:rerents arlal gualifications. TIE
Cccnrission is ad.r''-essing tlpse prq)osats separately.

Very truly yours,

d'*{ /",-tn
fr*r" ^. 

Stuckgl I
Secretary of tle Csnissicn


