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Ms . ,fean A. Webb
Secret ariat
Commodity Futures Trading Commission
2033 K Street, N.W.
Washington. D. C. 2058L

Re: National Futures Associacion: Proposed Amendments to
Article VII of NFA's Articl-es of Incorporation

Dear Ms. Webb:

Pursuant to Section 17(j) of the Commodity Exchange
Act, as amended, National Futures Association ('NFA" ) hereby
submits to the Commodity Futures Trading Commission ("Commis-
sion") proposed amendments to ArEicle VII of NFA's Art.icles of
Incorporation ("Articles"). The Areicles amendments were ratsi-
fied by NFA's Board of Directors (iBoard") on August. 18, 1994,
and have since been adopted by a t$ro-t.hirds vole of those NFA
Members actually vot.ing in the Contract Market category and a
majority of those Members actually voting in t.he FCM, LTM and IB
category and the Industry Participant (CPO and CTA) category.

NFA intends to make Ehe amendmencs effeccive t.en days
after receipt. of t.his submission by the Commission unless the
Commission notifies NFA within the ten-day period Chat the
Commission has detsermined to review the amendmenEs for apDroval .

TIIE PROPOSED A'!{ENDMENTS

The proposed amendments to Article vII are as follows(additions are underscored and deletions are bracketed) :

ARTICI.,ES OF INCORPOR]ATION
OF

NATIONAL FIITURES ASSOCIATION

ARTICI.,E VII : BOARD OF DIRECTORS

the 8oard.

sha1l be comprised as fol1or"rs:
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(b) Futurea Consriesion l*lerchant, L,everage Tranaaclion
Merchant and Intsroducing Broker RepreEentativeg

(i) lsixteen (15)] Seventeen (17) elecced representa-
tives of registered Futsures Commission Merchant (here-
inafter iFcM" ) Members, registered Leverage TransacEion
Merchants (hereinafter "LTM" ) Members, and registered
Intsroducing Broker (hereinafter "IB") Members, divided
as foflows:
(A) Three (3) representaEives of FCMs and LTMS having

L-15 offices.
(B) Three (3) representaEives of FcMs and L.,TMg having

1,5 - 50 of f ices .

(c) Two (2) represenEatives of FcMs and LTMS from
ei thar r.^f p.r.rr\-. A O!. B abOve.

(D) six (5) representatives of FCMs and LTMs having 51
or more offices.

(E) one (L) representatsive of IBs required Eo maintain
minimum adjusted net capitaL.

(F) one (1) representative of rBs not required to
maintain minimum adjusted ne! capital .

(G) One (1-) representative of IBs from either cateqorv
E or F above .

An FcM and an LTM Member's offices sha1l include the
offices of any affiliate through which offices the FC'14

or I-,TM Member conducEs it.s FCM or LTM business.

(iii) NoE more than two (2) of [T]t.he IB Directsors
shaLl [not] reside in the same NFA Region. If Ehe
individual receivinq the most votses for election to the
Board in the IB caEeqorv resides in Ehe same NFA reqion
as both of the IB representaEives servinq continuinq
E.erms on the Board, the individual with the next hiqh-
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est number of votes who does not resi.de in Ehat reqion
sha1l be elected. Ti"es shall be resolved bv the Board
bv random draw.

(c) Indus!ry Pareicipant and Pub1ic Representatsives

(i) Six (5) individuals (hereinafter I'Industry
Partsiclpants " ) as follows:
(A) Three (3) elect.ed represenEatives of regis-

tered commodity pool operators (hereinafEer
*CPos" ) that are NFA Members, includinq at
least one representative of a cPO which ranks
within Ehe top one-Lhird of cPos with funds
under matagement allocated to futures (as
defined in Article XVIII (k) ) ; and

(B) Three (3) electsed representatives of regis-
tered commodity trading advisors (*CTASn)
that are NFA Members, includinq at least one
representative of a CTA which ranks within
the Eop one-lhird of CTAS with funds under
manaqement allocated to futures (as defined
in arF i /-l c Y\tTTr IL) \

If neiLher of Ehe individuals servinq continuinq

qorv, Lhe i,ndividual witsh the hiqhest number of
votes who is a reDresentative of a firm wichin the
top one-third shaIl be elected. Ties shall be
resolved bv the Board bv random draw.

***

(iii) Not more than cwo (2) of the Directors ln
either of the cateqories (i) (A) and (B) above
sha11 reside in the same NFA Region. [If rnore
Ehan two (2) of Ehe individuals receivj-ng suffi-
cient votes for el-ectsion to the Board j-n a parti-
cular category reside in the same NFA region, only
the two individuals receiving Ehe greatest number
of votes from among t.hose individuals sha1l be
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elecced. The remaining representative on the
Board for each of those categories shall be the
individual not withj-n that region who receives the
greatest number of votes among such individuafs.l
Subiect to the restrictions imposed bv Section
2(c) (i) of this Article. if che individual receiv-
inq t.he mosL voEes for elecEion co the Board in a
parti-cul-ar cateqorv resides in the same NFA reqion
as both of the individuals in that cateqorv serv-
inq continuinq terms on Ehe Board. the individual
wit.h the nexL hicrhest number of votes who does not
reside in that reqion shall be el-ected. Ties
shal-l be resolved by the Board by random draw.

EXPI,ANATION OF PROPOSED AI{EIIDMEIITS

Article VII, seccion 2(b) , presenEly provides for two
IB representat. ives on the Board. In making its decision to
increase the IB represenE.aE. ion on t.he Board to t.hree represenEa-
tives, the Board noted thaE. t.he numbers of cPO and cTA Members
are similar to the number of IB Members. However, in spite of
this simil-arity in numbers, CPos and CTAS each have three repre-
sentat.ives on tshe Board while IBs have only two. The Board fe1t.
thaE. increasing IB representalion on t.he Board would be in
keeping with the reguirementss of both Section 17 (b) (5) of the
Commodity Exchange Act and CFTC Regulation 170.3 to assure fair
and equit.able representation on t.he Board of tshe various cate-
gories of NFA Members. The Board also realized that IBs provide
a vital Li-nk to the agricultural community -- a tradiEional and
important cusEomer base for the industry -- and merit a stronger
voice on the Board.

NFA recently amended its Arti-cles to provi-de a third
seat on its Board for cPO representati-on, increasing t.he total
number of cPo and cTA represenEatives to six. This change raised
issues concernj-ng the exact structure of CPO and CTA representa-
t.ion on the Board. Specifically, the Board determined to amend
Arf ir:lc VTT. Seet-ion 2 (c.\ ro 'imnose c:ertain size restrictions to
ensure that the larger CPOS and CTAs in terms of funds under
managemenL have a voice on NFA'S Board. The Board noted that
similar size rest.rictions already exist in both the FCM and
exchange Board categories. The Board determined that one CPO and
one CTA seat should be reserved for CPOs and CTAs in the top one-

-4-
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third of money under management in their respective categories,
and t.hat tshe olher two seats in each category woul-d have no size
restrictions of any kind. For purposes of defining "money under
management, " only money allocated to products regulated by NFA
would be considered. In other words, CPOs and CTAs which pre-
dominantly trade in securities or foreign exchange would not
qual j-fy for these seats unless Ehey also do large amounts of
trading in futures and commodity options.

Taking this approach, lhe Nominating Committee in any
given year would have to consider whether any of the CPO or CTA
Directors not up for election ranked in the top 33? in funds
under management in their particular category. If there was
already a cPo or cTA Director representing that. subcategory, the
Nominat.ing Committee would not be under any size restrictions in
seLecting candidates, If, however, none of the bxisting Direc-
tors were from Ehe "big firm" subcategory, only candidates from
that subcatsegory could be placed on t.he balloE.

As staEed above, NFA intends to make the amendmenEs to
Article VII effectsive Een days af t.er receipE of tshis submission
by the Commission unless NFA receives notification that Lhe
Commission has determined to review the amendmentss for approval .

RespFctful-l-y submilted,

counsel

DJR : ckm (sub\art7. 894 )

cc: Chairman Mary Ir. Schapiro
Commissioner Barbara Pedersen Holum
Commissioner Sheila C. Bair
Commissioner ,foseph P. DiaI
Commissioner ,John E. Tul-l, Jr.
Andrea M. Corcoran, Esq.
Dennj-s P. Kl-e j na, Esq.
Alan L. Seifert, Esq.
susan c. Ervin, Esq.
L.,awrence B. Patent, Esq.
David Van Wagner, Esq.
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Mr. Daniel- J. Roth
General Counsel
National- Futures Associat.ion
200 west Madison SeTeet
Chicago, Illinois 50505

Re: Proposed Amendments Eo Artlcle VII --
composition of Board of Dj-rectors

Dear Mr . Rot.h:

By lett.er daE.ed ocEober 13, 1994, and received by Ehe
Commission on october ]-4, r994, Ehe Natsional FuEures Association
("NFA") submitted the above - referenced proposal to Lhe
Corunission. NFA's submission inwoked the uEen-day" provision of
Section L7 (j') of Ehe Commodity Exchange Act. ("Acc") to permit the
above - referenced proposal tso become effective ten days after
Commj-ssion receipt unl-ess the Commission decermined to review the
proposal for approval and so noEified NFA.

Please be advised Ehat E.he Division of Trading and MarkeEs
has examined the abowe - referenced proposal and has decided to noE
rewiew the proposal , as provided under Section 17(j) of Ehe AcE.

Very tsruly

-Y;. >
"uJcoiDi re ccor

i !--*^-Tillr.,L.
: lll'li,RAL CQ!l!:'- ""



AMENDMENTS TO ARTICLE VII

By l-etter daEed October 13, 1994, NFA submitted to the
CFTC proposed amendments to Article VII, Section 2, of NFA's
Articles of Incorporation. NFA's submission invoked the "ten-day" provision of Section 17(j) of t.he Commodity Exchange Act to
permit the proposed amendments to become effective ten days after
Commission receipt unless the Commission determined to review the
proposal for approval and so notifed NFA.

By letter dat.ed October 18, the Commission informed NFA
that it had decided to not review the proposal . Therefore, the
amendmenEs to Article VII shall become effective on October 24,
f994. The amendment.s to Article VII shall:
- increase fB seats on the Board from 2 to 3 and provide that

not more than 2 IB representatives would reside in the same
geographic region; and

- provide that one CPO and one CTA seat on the Board be
reserved for represent,at ives of firms wiEhin t.he top one-
third of their respecEive cat.egories in terms of funds under
managemenE based on funds commj-tted to trading futures
product .

c. Makino


