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Description
Provide a brief description of the proposed rule change (limit 250 characters, required when lnitial is checked ").

iroposed cnange to tne tnterpreiive Notice to tlfR Comptiance Auies 2-7 and Z-ZcZid Registration Ruie aor:
Proficiency Requirements for SFPs

Contact tntormation

Provide the name, telephone number and e-mail address of the person on the staff of the self-regulatory organization
prepared to respond to questions and comments on the proposed rule change.

First Name *iCarol

Title' Associate General Counsel

559-3476

SRO Governing Body Action

Describe action on the proposed rule change taken by the members or board of directors or other governing body of the SRO

(limit 250 characters, required .).

NFA's Board of Directors approved the proposed rule change on November 15,,2012

Signature

Pursuant to the requirements of the Securities Exchange Act of 1 934,

has duly caused this filing to be signed on its behalf by the undersigned thereunto duly authorized officer.

a_ ___--- 
:

Date 10410712014 :

By ,Tho-mas 
W,.!-exton lll

(Name')

NOTE: Clicking the button at right will digitally sign and lock
this form. A digital signature is as legally binding as a physical
signature, and once signed, this form €nnot be changed.

;Senior Vice-President and General Counsel
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(Title.)
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MCFTC Request that Review of Proposed Rule Change is not Necessary

[Request for CFTC Approval of Proposed Rule Change

f]CFTC Determination that Review of Proposed Rule Change is not Necessary

!lndication of CFTC Approval of Proposed Rule Change
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determination that review of the proposed rule change is not necessary.

A<l<l RemOve View i

Exhibit S6nt As Papar Oocument

T-1

Partial Amendment

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

19b-7 instructions please refer to the EFFS website.

The self-regulatory organization must provide all required information, presented in a
clear and comprehensible manner, to enable the public to provide meaningful
comment on the proposal.

The Notice section of this Form 19b-7 must comply with the guidelines for publication
in the Federal Register, as well as any requirements for electronic filing as published
by the Commission (if applicable). The Office of the Federal Register (OFR) offers
guidance on Federal Register publication requirements in the Federal Register
Document Drafting Handbook, October 1998 Revision. For example, all references to
the federal securities laws must include the corresponding cite to the United States
Code in a footnote. All references to SEC and CFTC rules must include the
corresponding cite to the Code of Federal Regulations in a footnote. All references to
Securities Exchange Act Releases and Commodities Exchange Act Releases must
include the release number, release date, Federal Register cite, Federal Register
date, and corresponding file number (e.9., SR-[SRO]-xx-xx). A material failure to
comply with these guidelines will result in the proposed rule change being deemed
not properly filed. See also Rule 0-3 under the Act (17 CFR 240.0-3)

Copies of notices, written comments, transcripts, other communications. lf such
documents cannot be filed electronically in accordance with lnstruction E, they shall be
filed in accordance with lnstruction F.

Copies of any form, report, or questionnaire that the self-regulatory organization
proposes to use to help implement or operate the proposed rule change, or that is
referred to by the proposed rule change. lf such documents cannot be filed
electronically in accordance with lnstruction E, they shall be filed in accordance with
lnstruction F.

The self-regulatory organization must attach as Exhibit 4 proposed changes to rule text
Exhibit 4 shall be considered part of the proposed rule change.

lf the self-regulatory organization is amending only part of the text of a lengthy proposed rule
change, it may, with the Commission staff's permission, file only those portions of the text of
the proposed rule change in which changes are being made if the filing (i.e. partial
amendment) is clearly understandable on its face. Such partial amendment shall be clearly
identified and marked to show deletions and additions.
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SECURITIES AND EXCHANGE COMMISSION
(Release No. 34--; File No. SR-NFA-2014-01)

Self-Regulatory Organizations; National Futures Association; Notice of Filing and
lmmediate Effectiveness of Proposed Change to the lnterpretive Notice to NFA
Compliance Rules 2-7 and2-24 and Registration Rule 401: Proficiency
Requirements for SFPs

Pursuant to Section 19(bX7) of the Securities Exchange Act of 1934

("Exchange Act"),l and Rule 1gb-7 under the Exchange Act,2 notice is hereby

given that on April 7, 2014, National Futures Association ("NFA") filed with the

Securities and Exchange Commission ('SEC" or "Commission") the proposed

rule change described in ltems l, ll, and lll below, which ltems have been

substantially prepared by NFA. The Commission is publishing this notice to

solicit comments on the proposed rule change from interested persons. NFA

also filed this proposed rule change on November 20, 2012 with the Commodity

Futures Trading Commission ("CFTC").

NFA, on November 20, 2012, requested that the CFTC make a

determination that review of the proposed rule change of NFA is not necessary.3

On February 14,2013, the CFTC notified NFA that it had determined not to

review the proposed rule change.a

' r5 u.s.c. 7Bs(bX7).

2 1z cFR 240.19b-7.

3 See Letter dated November 20,2012from Thomas W. Sexton, lll, Senior Vice
PresidenUGeneral Counsel, NFA to Sauntia Warfield, Assistant Secretary, Office of the
Secretariat, CFTC.

o See Letter dated February 14,2013 from Gary Barnett, Director, Division of Swap
Dealer and lntermediary Oversight, to Thomas W. Sexton, lll, Senior Vice
PresidenUGeneral Counsel, NFA.



l. Self-Regulatory Organization's Description and Text of the Proposed Rule

Change

The amendments to the lnterpretive Notice entitled "NFA Compliance

Rules 2-7 and 2-24 and Registration Rule 401 : Proficiency Requirements for

Security Futures Products" ("Notice") extends the relief from having to take a

proficiency exam to engage in security futures activities from December 31,2012

to December 31 ,2015.

The text of the lnterpretive Notice is available on NFA's website at

www.nfa.futures.oro, the Commission's website at www.sec.qov, the self-

regulatory organization's office, and at the Commission's Public Reference

Room.

ll. Self-Regulatory Organization's Statement of the Purpose of, and Statutory
Basis for the ProPosed Rule Change

ln its filing with the Commission, NFA included statements concerning the

purpose of and basis for the proposed rule change and discussed any comments

it received on the proposed rule change. The text of these statements may be

examined at the places specified in ltem lV below. NFA has prepared

summaries, Set forth in sections A, B, and C below, of the most significant

aspects of such statements.

A. Self-Regulatorv Oroanization's Statement of the Purpose of. and Statutory
Basis for the Proposed Rule Chanoe

1. Purpose

Section 1sA(k) of the Exchange Acts makes NFA a national securities

association for the limited purpose of regulating the activities of NFA Members

51s u.s.c. 78o-3(k).



(,'Members") who are registered as brokers or dealers under Section 15(b)(1 1) of

the Exchange Act.6 NFA's Notice entitled: "NFA Compliance Rules 2-7 and 2-24

and Registration Rule 401: Proficiency Requirements for Security Futures

products" applies to all Members who meet the criteria in the lnterpretive Notice

and could apply to Members registered under Section 15(bX11) of the Exchange

Act.

The Commodity Futures Modernization Act of 2000 amended the

Securities Exchange Act of 1934 to require NFA to "have rules that ensure that

members and natural persons associated with members meet such standards of

training, experience and competence necessary to effect transactions in security

futures products and are tested for their knowledge of securities and securities

futures products."T ln 2001 NFA and FINRA (then NASD) adopted temporary

relief allowing registrants to qualify to engage in security futures activities by

completing a training program rather than by taking an exam, which NFA codified

in the Notice. The relief was extended three times and was set to expire on

December 31,2012.

NFA and FINRA proposed the three prior extensions, and the CFTC and

SEC agreed to them, because of the low trading volume in SFPs and the

relatively few registrants engaging in security futures activities. These

characteristics continue to make the imposition of a qualifications exam an

inefficient option, and the same reasons are equally compelling today.

6 rs u.s.c. 78o(bX11).

7 Section 1SA(kX2XD) of the Exchange Act.



Accordingly, the proposal revises the lnterpretive Notice to extend the relief from

having to take an exam from December 31,2012to December 31 , 2015.8

Amendments to the lnterpretive Notice regarding NFA Compliance Rules

2-7 and 2-24 and Registration Rule 401: Proficiency Requirements for Security

Futures Products were previously filed with the sEC in sR-NFA-2002-04,

Exchange Act Release No. 3446502 (Sep. 16,2002),,67 FR 59587 (Sep' 23'

2OO2); SR-NFA-2003-03, Exchange Act Release No. 3447825 (May 9, 2003), 68

FR27128 (Mar. 19, 2002); SR-NFA-2003-04, Exchange Act Release No' 34-

49054 (Jan. 12,2004),69 FR 2806, (Jan.20, 200a\; SR-NFA-2007-07,

Exchange Act Release 34-571 42 (Jan.14, 2008), 73 FR 3502 (Jan. 18, 2008)

and SR-NFA-2OO9-02, Exchange Act Release 34-61284 (Jan. 4, 2010),75 FR

1431 (Jan. 11, 2010).

2. Statutory Basis

The rule change is authorized by, and consistent with, section

1SA(k)(2XD) of the Exchange Act.s That Section requires NFA to "have rules

that ensure that members and natural persons associated with members meet

such standards of training, experience, and competence necessary to effect

transactions in SFPs and are tested for their knowledge of securities and

securities futures products." Although the proposa! extends relief from having to

take an exam to engage in security futures activities, it still requires that training

be completed before entering into such activities.

8 FINRA statf has informed NFA that FINRA will amend its rules to incorporate the same

three-year extension.

s rs u.s.c. 78o-3(k)(2XD).



B.

The proposed rule change will have little or no impact on

competition. The proposed lnterpretive Notice does not impose new

requirements on Members, but rather extends the relief allowing

registrants to qualify to engage in security futures activities by completing

a training program rather than by taking an exam until December 31,

2015.

c.

NFA did not publish the rule change to the membership for comment.

NFA did not receive comment letters concerning the rule change'

lll. Date of Effectiveness of the Proposed Rule change and Timing for

Commission Action

NFA did not file the proposed rule change concurrent with the SEC'

lnstead, NFA filed the proposed rule change on April 7,2014. Section

19(bX7XB) of the Act provides that a proposed rule change filed with the SEC

pursuant to Section 19(bX7XA) of the Act shall be filed concurrently with the

CFTC.

lV. Solicitation of Comments

tnterested persons are invited to submit written data, views, and

arguments concerning the foregoing, including whether the proposed rule change

is consistent with the Exchange Act. Comments may be submitted by any of the

following methods:

Electronic Comments



. Use the Commisson's lnternet comment form

(hftp ://www. sec.qov/ru les/sro. shtm l) ; or

. Send an e-mailto rule-comments@sec.qov. Please include File Number

SR-NFA-2014-01 on the subject line.

Paoer Comments

. Send paper comments in triplicate to Kevin M. O'Neill, Secretary,

Securities and Exchange Commission, 100 F Street, NE, Washington, DC

20549-1090.

All submissions should refer to File Number SR-NFA-2014-01. This file

number should be included on the subject line if e-mail is used. To help the

Commission process and review your comments more efficiently, please use

only one method. The Commission will post all comments on the Commission's

website (htto://www.sec.oov/rules/sro.shtml). Copies of the submission, all

subsequent amendments, allwritten statements with respect to the proposed rule

change that are filed with the Commission, and allwritten communications

relating to the proposed rule change between the Commission and any person,

other than those that may be withheld from the public in accordance with the

provisions of 5 U.S.C . 552, will be available for website viewing and printing in

the Commission's Public Reference Room, 100 F Street, NE, Washington, DC

20549, on official business days between the hours of 10 a.m. and 3 p.m.

Copies of such filing also will be available for inspection and copying at the

principal office of NFA. All comments received will be posted without change; the

Commission does not edit personal identifying information from submissions.



you should submit only information that you wish to make publicly available' All

submissions should refer to File Number SR-NFA-2014-01and should be

submitted on or before [insert dale 21days from publication in the Federal

Reqister.l

For the Commission, by the Division of Trading and Markets, pursuant to

delegated authoritY. 1o

Kevin M. O'Neill
Deputy Secretary

Form 1 9b-7{a cl2}1 4-01 Exhibit 1

1o 17 cFR 2oo.3o-3(a)(73).
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$RNATToNAL 
FUTuRES AssocrArroN

November 20,2012

Via FederalExotpss

Ms. Sauntia Warfield
Assistant Secretary
Ofiioe of the Secretariat
Commodity Futures Trading Cornmission
Three l-afayette CEntre
1155 21st Steet, N.W.
Washington, DC 20581

Re: Nationat Futures Association: Prorficiency Requiremenb for Security

Futures Products - Proposed Amendment to the lnterpretive Notice to
NFA Compliance Rules 2-7 and2-24 and Regisffiion Rule 401:

Proficiency Requirements for SFPs

Dear Ms. Warfield:

Pursuant to Section 17O of the Commodity Exchange Ac{, as amended,

National Futures Associafion fNFAlheraby submlb to the Commodity Futures Trading

Commission gCFTC' or "Commission') a proposed amendment to the_lnterqretive

Notice entitlei NFA @mptiance Rutes'2-l and 2-24 and Regrsfafion Rule 401:
prcficiency Requiremenfs for Security Fufurcs Wucts. NFAs Board of Direstors
("Board) approved the proposalon November 15, 2012-

NFA is invoking the ten-daf provision of Secton 170 of he Commoli$
Exchange Act ("CEA') and will make the-proposaleffestive ten da1s frer reeipt of this

submission bythe Cohmission unless the Commission notifies NFAthatthe
Commission has determined to revierrv the proposal for approval.

PROPOSED AilENDMENTS
Iadditons arc u ndepcotpd and deletiona alts e$et<en-*reugh)
!----- 

-

INTERPRETME NOTICES

t*l

fi1S,tuqsi&Haza SublSOO Oricryo,Wwbffi6 slz1*l.lffi 8N.621.3570 312.781.1457fil, wnt.dafulres.orE



Ms. SauntiaWarfteld

NFA COUPLIANCE RULES 2-7 AIIID 2-A AND REGISTMTION RULE 401:

Fnorrcrrcy REQUIREIIENTs FoR sEcURITY FUTURES PRoDucTs

The Commodity Futures Modemization Ac't of 2000 amended the Securtties

A"fr"ng" Act 6f 1934 to require NFA to "have rules that ensure that members

anO nailral persons associ*ed wtth members meet such standards of training,

"*p",Ln.", 
and competen@ necessary to @ct transactions ln security futures

odducts and are tesLd for heir know6dge of securities and securlty firturcs

i.Or*.',t NFA is in the process of updating the Series 3 examination to include

questions applicable to se'curityfutures products. Howeler, cunent registrants,

and personi wtro become regiitered Uemre the Series 3 examination is updated,

wi[ 6e ailowed to meetthe pioficiency requirements by taking an appropriate

taining course before they engage in actMties involving s€curity futures 
.

proUu&. Thls notice OestriUes the conditions under which Members and

nssodaes can substitute taining for testing.

Cunent NFA Members and Associates will be able to satisfy their proficiency

requirements for security ftrtures by taking any trainlng progFl1 that covers the

srfuea matter induded in a conterit ouilinL that has been jointly developed by

NFA, the Financiat lndustry Regulatory Authority, and a number of securtties and

futures exchanges. A copi of that outline can be found on NFA's website at

www.nfa.tutures.oro. Neirv regisfiants can also qualiff through training. il S"y
ffimination and apptyfor registration befure the revised

examination becomes available. fHe TnnlNlNG MUST BE COMPLETED
BEFORE AN INDIVIDUAL REGISTRANT ENGAGES IN ACNV|T|ES
INVOLVING SECURTTY FUTURES PRODUCTS. Any registrant who is eligible

to qualfi through training has untit December 31,z0FEpbefore that eligibility

tapies. Registiants who subsequently declde to engage in security ftrtures

aitivities witl be required to take the relevant examination.'

NFA, in parfrrership with the Finandal lndustry Regulatory Authority and the

lnstitute for Financlal Markeb, has derreloped a rrYeFbased haining program hat
will satisfy the training requirement That program can be accessed at
urunrv.ntaiuturcs.org.-There is no charge fur completing this training prog]am.

NFA is also in the process of updating the Series 30 examination to include

questons regarding security futures for persons_ryfro-are designated_security

ti,tures principals under NFA Compliance Rule 2-7. ln orderto qualiff as.a

designated slcuriry futures principal, cunent supervisors may take a portion of

the tiain:ng prognah devobd to supervisory issues as rruellas the Po(io1s
intended foiall Associates as tong as they do so before the revised Series 30

November 2O,2O12

2



.frn)
Ms. SauntiaWarfield

examination beomes available. Afterthe revised Series 30 becomes available,

onfy inOiriOuafs wno were qualified as branch office managerc before that date

mav quariv as rertrity fgt-1es prinoipab by -taking 
thetraining program.in lieu of

hki;d jt Jp"*isory p:rondency exarir, and ttrose indMd uals must take the

training program by December 31, 2O*3j!E.

NFA Members and Associates are not required to notiff NFAthatthey have.

*rpf"ti a training prWrr. However, Members myst !e able to demonsffiate

to flFAduring 
"n 

aldittiatthose registered individuals who are engaging in 
,

;"*tity fuhrfts aAiviles have compieted the neessary training- For example,

f,l"ru,i" coutd keep recods of Asiociates wtro attend intemaltraining programs

; r"qrir" Associate.[ to provide ceffica6s of completion for outside fraining

prcgrams.

November 20,2012

1 Secdon 1SA(kX2XD) of the Securities Exchange Ac-t of 1934.

2 Securtties registrants will be subjecf to these same standards, although tle
examinations 6at qualiff them to fuade securtty futures produc$ will be different'

E)<PI.ITTMON OF PROPOSED AIiENDIilENTS

The Commodity Futures Modemization Act of 2000 amended the

Securities Exchange Ast of 19&4 to require NFA to "haw rules that ensure that

members and natural persons associaied wtth members meet such strandards of

training, e:<perience and competEhce necessqry to ef-ecttransactions in security ftrtures

orodu& and are tested for deir knowledge of eecurities and securities futures

broducts."'

ln 2001, NFA and FINRA (then MSD) adopbd temporary relief allowing

registrants to luaftfy io eng.ge in securib/ frrtury1 ac{Mties by copqqlng a.haining

il]fiffitfrei ttt"n takini'ai oem._Thit relief has been extended three times and is

tunenty setto expire on December 31, 2012,

NFA and FINRA proposed the three prior extensions, and the CFTC and

SEC agreed to them, because'of ihe lourtading volume in SFPs and the relativelyfeuu

"I[tri.t 
engaging in securityfutures activities. These ctrarac{eristics made the

1 Section 15A(kX2XD) of the Exchange Act



ffi)
Ms. Sauntia Warfield November 20,2012

ThomasW. Sexton
Senior Me President and
Generaieounsel

c-c: Frank Fisanich
Gary Bamett

WVS1ac(m:faolsrtrrn6slont-tsaUnbrpNotc CR2-7&2-24&RRzm2 ProfrclsncyRaquirementsForSFPs fl.15.'12)

imposition of a qualiftcations exam an inefficbnt option, and the same reasons are

equally compelling today.

ln 2092 NFA, FINRA, and the lnstitute for Financial Markets partnered

together to devetop i tr* web-based training pr.ogram consisting of a series of modules

ini""O.O to satisgthe training requirement qEnOl'raining Mojlules). Although the SRO

Training Modules ers notthe-onlyprogram that NFA and FIN.RA Members can use to

i.tisfyih.i;pi.fi;ienay requirern6rrts,fue is nol auere oJany qltepattye formal,training

fidAilthit nrms o5", rrom 2002throusr, ggpgfuer 2012, iust under 1q'900
individuals have completed the sRo Training Mddubs. of'fl;iis number' 9,824

irOiriOu"i" are reglstired with FINRA (inchfrng joint registrants) a1d a.U individuals

"r" 
regiJtered on&*iin the CFTG. Mdst of thesL hdMduais took the SRO Training

nl"arfis in in" ftJt couple of years after SFPs began tnading, anO]ry{lhas.decreased

rinr" tn"n. ln 201t, nnty Zt registereO individuals completed ffie SRO Training

t,toOrt"" (47 CFrc-bny'legistdnts). This compares with the approximately 4'500

peopte who took the Series 3 exam last year.

The proposed amendment to the lnterpretive Notice will extend the

proficiency testing'reli'ef another three year's until Decemb'er 31, 2015'

As mentioned earlier, NFA is invoking the *tenday' provision of Section

170 of the Commodity Exchange Act. NFA intends to make the amendrnent to the

hd;&tive lfotfce eniitt"O l,tF[Ganptiance Rulas 24 and 2"24 and Registntion Rule

4A1,, P,roftoiency Reguircmontistor Secur$ Futares Prcducfs.effective ten days after

r"oeipt of ttris submiis,ion hy ttre Cornmisiion, unless the'Commission notifies NFA that

the iommission has determined to review the proposal for appreval.

4



U.S. COMMODITY FUTURES TRADING GOMMISSION
Thrce LafaYette Centre

1155 21st Sheet, NW, Washington, DC 20581
' TelePhone:(202)4186700

Facsimile: (202) 41 8'5547
gbameft@cfrc.gov

Division of SwaP Dealer
and

lntermediary Oversight

Gary Bamett
Director

february 14, 20L3

Thomas W. Sexton,III, Esq.

General Counsel
National Futures Association

300 SouthRiverside Plazq Suite 1800

Chicago, Illinois 60606

Re: National Futures Association: Schedule of Dues and Assessments-

Proposed Technical Amendment to Bylpw 1301(bxi)

. .. National Future6 Association: Proficiency Requiremetts for Secruity

Futoer Products -Proposed Amendments to InterpretivcNotice to

Compliance Rules 2-7'atd2-24 afiRegiitation RuIe 401: Proficiency

Requirements for SFPs

National Futures Association: Proficienoy Requirement for swaps -
iropor"O Technical Amendment to Registration Rde a01(e)(3)

DearMr. Sexton:

By separate letters dated November 20, 2llzand received November 27 , 2012, the

National Futtrres es*ri.tioo CTIFA') submitted to the Commodity Futtrres Trading

bo-,,,;rrioo (the..Commission'), pursuant to Section 17(i) ofthe Commodity Exchange Act

(OJ,erfl, its hoposed Amendments to Bylaw 1391@)(i):its 
Proposed Amendments to

il;rp;;t#; Notice'to Comptiance [ules 2-i *.d2'24 atdRegistration Rule 4O1, and its

prop.gfu Technical Amenimentto RegistrationRule 401GX3) (the'-?ropo-sals')' In its letter,

NFA invoked tUe "tenday" provision Jf S"otioo f 7Q 9f lhe Ast, ana stated Fr I it intended to

make the Proposals 
"fr"fr"d 

ten days after l€c9tPt oitUt letter by the.Commission" gnless the

commission determined to review tu. nopoots for ap,proval and notified NFA ofthis

detennination-



please be advised that the Commission has not determined to review the Proposals, as

provided trnder Section 17O ofthe Act. 'ffiw
Director
,ffiH,"Jm?ffhl*u


