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Ms . ,fean A. webb
qa^ral-: r'i rF
Commodi. ty Futures Trading Commission
Three Lafayettse Cent.re
1155 2Lst Street. N. W.
WashingE.on, D. C. 20581

Re: NaLional Fulures Association: Proposed Amendments to
NFA Code of Arbitsration, Sect.ions 5 and 6; NFA Member
ArbiEration Ru1es, Sections 4 and 5; NFA RegisEration
Rules 204 (d) , 206 (dl , 207 (a) , 301(b) and 302 (b) ; and
Proposed AdopEion of an Inlerpretive Notice Regarding
Et.hics Traininq Providers

Dear Ms. Webb:

Pursuant to SecEion L7 (j) of the Commodity Exchange
Act, as amended, Nalional FuEures Association ( "NFAI ) hereby
submits tso the Commodity F'ut.ures Trading Commission ("Commis-
sion" ) proposed amendments to NFA Code of Arbilration, Sections 5
and 6; NFA Member Arbitration Ru1es, Sect.ions 4 and 5r NFA
Registration Rules 204 (d'l , 206 (d) , 207 (al , 301 (b) and 302 (b) ; and
proposed adopt.ion of an Interpretive Notice Regarding EE.hics
?raining Providers. The proposals conE.ained herein were approved
by NFA's Board of Directors on February 15, l-995. NFA reEpec!-
fully requests Commission review and approval of the proposals.

PROPOSED A}IEITDI{ENTS

A. Propoeed AmendEentE to lfFA Code of Arbitralion, SectionE 5
and 5, and NFA ltteaber Arbitratlon Rulee, SecEione 4 and 5(additions are underscored and deletione are bracketed):

CODE OF ARBITRATION

Section 5. Time Period

|,

for ArbLtration.

No Demand for Arbitration may be arbit.rated under this
Code unless a Demand or notice of intent to arbitrace (see
Sectiong 5 (a) and (c) below) is received by tshe Secretary
within two years from the date when the partsy filing tshe
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Demand for Arbitration knew or should have known of the act,
or transaction that is the subject of the controversy.
Except as is provided in Sections 5 (f) and (h) belowl no
count.erclaim, cross-clairn, or third-party ctaim may be
arbitrated under this Code unless it' is asserted in a tsimeIv
filed Answer i-n accordance wit.h Section 6 (e) below. The
SecreEary shall reject. any claim t.hat is not' Eimely filed.
If, in the course of any arbitration, the panel determj-nes
that E.he requirements of this section have noE. been met as
to a part.icular claim, the Panel shal1 thereupon terminate
t.he arbitration of t.he claim without decision or award.

Section 6. InitiatLon of ArbitraLion.

(a) Notice of Iutent to Arbitrate.
If Ehe two-year time limit under Section 5 of thj.s Code

is cl-ose co expiring., a person wanEing to file a Demand for
Arbitration [shall] mav nolify the Secretary, eit,her in
wriEing or orally, of such person's inEent Uo arbiErate.
The Secretary sha11 maintain a record of the receipt of each
such notice and sha1l promptly provide such person with a
copy of this Code and a Demand fo! Arbitsration form.

MEMBER ARBITRATION RIII,ES

Sect.ion 4. TLme PerLod for Arbitration.
No Demand for Arbitration may be arbitrated under tshese

Rul-es unless a Demand or notice of intsen! to arbltsrate (see
sectsiong 5 (a) and (c) below) is received by the secretsary
wiEhin two years from E.he dat.e when che party filing the
Demand for Arbilrat,ion knew or should have known of the act
or Lransaccion tha! is the subjecE of t.he controversy. No
counlerclaim, cross-claim, or ihird-party claim may be
arbiErated under these Rules unless it :-! received by the
secretary within two years from the date when the parEy
asserting the counterclaim, cross-cLaim or third-party claim
knew or shoul-d have known of the act or transaction thaE is
the subjecE of t.he count.ercLaim, cross-c1aim or E.hird-party

-2-
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c1aim or i! is served on lhe Secretary within 45 days from
the date of service of the Demand for ArbiEration on t.he
RespondenE by the Secretary, whichever is later. The Secre-
tary shal1 reject any claim that is not timely filed. If,
i.n the course of any arbitration, the Panel decermines that
Lhe requirements of this section have not been met. as to a
partj-cuJ-ar claim, the Panel eha1l thereupon t.erminate the
arbit.rati.on of the claim without decision or award..

Seclion 5. Initiation of ArbiE,rat.ion.

(a) Notice of Xnlent to Arbitrate.
If the two-year time limiE. under Section 4 of these

Ru1es is cLose to expiring, a person wancing' to file a
Demand for Arbitration Ishal]-l rnav notify Ehe Secret.ary,
either in writing or orally, of such person's inEenE Eo
arbitrate. The Secretary shall maintain a record of t.he
receipt of each such notice and shal-l promplly provide such
person with a copy of E.hese Rules and a Demand for Arbitra-
tion form.

Propoeed AmendEents to NFA Registratiotr Rules 204 (d) .205(d), 2o7 (a), 301(b) and 302(b) (addLtlone are underecored
and deletions are bracketed) :

REGIISTRATION RI'I.,ES

PART 2OO REGISTRATION REQUI RETIENTS ATiID
PROCEDURES

RUI.,E 204. REGISTRATION OF FIITURES COMMISSION !4ERCHANTS,
IMTRODUCTNG BROKERS, COMMODTTY POOIJ OPER,]N,TORS, COMMODTTY
TRADING ADVISORS AIID LEVERAGE TRJN{SACTION MERCIIAIITS.

-3 -
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(d) Annual Filinga and RegiElratioD Feea. On an annual
basis, NFA shal1 provide each FCM, IB, CPO, CTA, and
I-,TM registered in accordance with this RuIe with a
printou! of its Form 7-R current.Iy on file with NFA.
The regisErant shall review the information contained
in such preprinted Form ?-R, make any necessary correc-
tions or changes to such information and submit. the
preprinted Form 7-R to NFA on E.he date specified
Lhereon accompanied by the required annr:il update fee
pursuant to Rule 203 (a) (9) t (8)l . NFA sha11 deem t.he
failure E.o f il-e the Form 7-R and pay the required
annual update fees and any ot.her out.scandj,ng regiscra-
tion fees wiEhin 30 days following such date a request
to vrilhdraw from regist.ration, and shaI1 notify the
registrant accordingly.

RUI,E 206. REGISTRiATION OF ASSOCIATED PERSONS OF FTXTURES
coMMrssroN MERctuurrs, nf,tRoDUcrNG BRoKERS, COIrrMODrrr POOIJ
OPERJA,TORS , COMMODITY TRADING ADVISORS Al{D IJEVER]A,GE TRAI\IS -
ACTTON IITERCIIANTS .

(d) Duratl.on of RegiatralioD. A person regisEered in
accordance wit.h paragraphs (a) or (b) of this Rule.
RuLe 207 or Rufe 30L (b) and whose registration has not
been revoked or affected by Rule 301(d) (r) t(A) l. shal1
continue to be so reqistered until the revocalion or
wiEhdrawal of the relistration of each of tshe regis-
t.rant's sponsors, or until !.he cessation of lhe asso-
ciat.ion of the registran! with each of his sponsora.
Such person will be prohibited from engaging in activi-
t.ies requiring regislration under t.he Act. or from
representing himself t.o be a registrant under the Act
or the represenEative or agenE of any registrant during
t.he pendency of any suspension of his or his sponsor, s
regisE.rat.ion. In accordance with Rule 2l-4, each of the
registrant's sponsors must file a notice with NFA on
Form 8-T or on a Uniform Terminat.ion Notice for Securi-
ties Industry Registration reporting the termination of
the association of the AP within 20 davs thereafter.

-4-
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RIII,E 2 07 . REPORTING OF DI'AL AIID MI'IJTIPIJE ASSOCIATIONS .

(a) Except as otherwise provided for in paragraph (d) of
this Rul-e, any person whose regist.ration as an AP sE.iII
is in effect and not subject to conditions or resE.ric-
t,ions may become registered as an AP of another sponsor
if t.he new sponsor (who must meet the requirements set
forth in Ru]e 504 (a) (2) (B) (i) and (ii) t (b) (2) (A) and(B)l) files with NFA a Form 3-R in accordance with the
inst.ruct.ions thereto. The Form 3-R must contain a
certifj-cation signed by each sponsor that each sponsor
has verified that. the AP currentlv is reqisE.ered as an
AP in some capaciEy and thaE Che ip is n6t subjecE co a
disqualification from registration under Section 8a(2)
of the Act. The Form 3-R also must contain an acknowl-
edgment that 1n addition to each sponsor,s responsibi-I-
ity t.o supervise such AP, each sponsor is jointly and
severally responsible for Ehe conduct of Ehe AP r"ri th
raeha^F F^ Fha.

(1) solicitation or acceptance of customer orders;

(2) soliciEation of funds, securilies or properEy for
a part.icipation in a conmodity pool;

(3) solicit.at.ion of a client's or prospective cl-ient,s
discretionary account;

(4 ) solici-E.ation or accept.ance of leverage cust.omer
orders for leverage transactj-ons; and

(5) AP's supervision of any person or persons engaged
in any of the foregoj-ng solicitaEions or accept-
ances, with respect to any custsomers conmon to it,
and any other sponsor of the AP.

PART 3OO. TEI{PORARY IJICENSES

RI'LE 301. TE!'POR,ARY LTCENSTNG OF ASSOCTATED PERSONS.

-5-
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(b) Te&porary Licensing Upon TranEf,er of AsEocialed Pergon
RegLEtra!ion.

**

An appl-icant will no! become t.emporarily l-icensed
upon mailing of a properi.y completed Forn 8-R
pursuanL Eo lhis paragraph (b) unless such Form is
accompanied by: (i) the fingerprints of the
applicant on a fingerprint card provj-ded by NFA
for that. purpose; (ii) the proficiency certifica-
E!.on required by Rule 40]. , if such certification
was required wit.h the applicant's prj-or applica-
Eion for registralion as an AP; (iii) the regis-
tration fee required by Rule 203(a) (1) ; and, if
applicable, (iv) a SupplemenEal Sponsor Certifica-
tion St,atemen! signed by the new sponsor (who must
meet Che requirements set forth in Rule
soa(a) (2) (e) (i) and (ii) ICPTC Regulat.ion
3.60(b) (2) (i) (A) and (B)l) that conEains condi-
tions identical Eo those asreed E.o bv t.he previous
sponsor .

Subject to the prowisions of Rules 301 (c), (d) and(e), any person whose prior regist.ration as an AP
was subject to conditions or rescricEions, and was
t.erminated within E.he preceding 60 days because
the previous sponsor's registration was revoked or
wit.hdrawn, and who becomes associat.ed with a new
sponsor (who muet meet the requirements sec forch
in RuIe s04(a) (2) (B) (i) and (ii) I(b) (2) (A) and
(B) I ) will be granted a temporary l-icense upon the
mailing by that new sponsor to NFA of the writ.ten
certifications required by Rule 205 (b) and a
signed Supplementa] Sponsor CerE.ification Stsate-
ment thaE, conE.ains conditions identical to those
agreed t.o by the original sponsor.

RITI,E 302. TEITTPORARY LICENSING FOR GUARANTEED IMTRoDUCING
BROKERS.
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(b) Proceduree for cranting a Condltional Temporary
Licenae. ff the applicant's regisEration as a grraran-
teed IB was subject to conditions or restrictions and
has terminated within the preceding 50 days, bhe appli-
cant may receive a conditional t.emporary license as an
IB of a new guarantor FCM upon E.he mailing to NFA of
the document.s required by Rule 302(a) (1) through (9)
and a Supplement.al Guarant.or Cert.if icat.ion Statement,
signed by the new guaranlor FC'lvI (who must. mee! the
requirements set forth in Rule 504(a) (2) (B) (i) and(ii) t (b) (2) (A) and (B)l ) , chat contai.ns condiEions
identj.cal- to those agreed to by the previous guarantor
FCM.

C. PropoBed Adoptlon of fnter?retl.ve Notice Regardi.ng Ethl.ce
Trainina ProvLdere ilo r-ad as followe) :

INTERPRETIVE NOTICE
REGARDING

ETEICS TRAINING PROVIDERS

The CommodiEy Futures Trading Commission (ICFTC" or
"Commission") has delegated to National Futures Association('NFA') t.he auEhoriE.y t'o maintain a list of auEhorized
et.hics lraining providers and t'o delermine that a person
shoul-d not be included on t.he list or should be removed from
the list. SeC CFTC RegulaEion 3.34 and 50 Fed. Req. 53907
(1995) . This interpret.ive nolice sets out. the procedures
which an ethics training provider must follow Eo be incLuded
on the list and which NFA mus! follow in determininq lhac an
ethics training provider should not be incl-uded o.r ;he liet
or should be removed from t.he list.

PART I
Definitions

A. Applicant. Applicant rneans any person who seeks Eo be
included on the list of authorized ethics t.raininq
nrnrri ',lare

-7 -
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B. Certification notice. A cert,if icat,ion not.ice is a
request to be added to the List of authorized ethics
E.raining providers, filed on a form provided by NFA,
and any amendments or updates theret.o.
(-rrr'.6ni nra'ri.l-* f :urrent provider means any person
currently on the list of authorized ethj,^a Fr:inina
providers .

Instruct.or. Instructor means any person who prepares
or has input int.o the content of or who present.s eE.hics
t.raining, including any indivi-dual- who prepares or hag
input. into the content of an ethics training videoEape
or electronic presentaEion but does noE include any
individual who- merely assists in the administrativS or
t.echnical- aspects of any eEhics presentation.

Membership CommitEee. Membership CommiEtee means an
NFA Committee formed pursuant to NFA Bylaw 701.

Person. Person means an individual . associaE.ion,
partnership, corporation, limited liabiliEy company,
limited liability partnership, joint venture, Erust or
any oEher form of business organization.

PrincioaL. Principal has the same neani.ng as in NFA
Regislrat.ion Rul-e 101(n) : Ptovided, however, that, with
respect Eo any ethics Eraining provider which is regis-
tered with t.he CFTC as a futures commission merchant,
incroducing. broker, commodiEy pool operatot, or commod-
ity trading advisor and provides training only to its
own employees and employees of its guaranteed introduc-
ing brokers. principal does noc include any person who
would be a principal under NFA RegisEraEion Rule 101 (n)
but is not directly or indirectlv involved in t.he
ethics training aclivities of thl firm.

PAAT TT

Procedures Which an Ethics Traininq provider Must Foll-oi.r Co be
Inc]uded on E.he I-,ist of Authorized Ethics Traininq providers

A. Reouests to be added to the list of authorized et.hics
trainincr providers. Any person which wants to be added
to the l-ist. of authori-zed eE.hics traininq providers

D.

E.

F.

G.
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musE file a certificaEion noEice with NFA, on a form
provided by NFA, which includes ident,ifying information
and Che certificalions reguired by CFTC RegulaEion
3.34(b) (3) (iii) . The cerEification notice must also
include an addendurn for each princi-pa1 and instructor
on a form provided by NFA. Failure E.o respond within
thirty days to a written request. by NFA for clarifica-
tion or the correccion of a deficiency sha1l be deemed
t.o constitute a withdrawal- of the certi_fication nocice.

Reporti-nq of deficiencies, inaccuracies, and chanqee.
Each applicant and current. provider must promptly
correct any certification notice, including any adden-
dun, which is deficient or inaccurale and must promptly
report changes in t'he information on the certification
notice, including any addendum, !'o NFA. An applicant
or current provider must notify NFA, in writing, when a
principal or instsruct.or's affiLiaEi.on with Ehe appli-
cant or current provider is terminated. In addit.ion,
an applicanE or current provider which adds additional
principals or inEtructora nust promptly file an adden-
dum for each such individual on a form provided by NFA.

Updates. Each current provider must file an updaled
certification notice with NFA at least everv t.hree
years upon receiving a request. from NFA.

applicant may, aE any t.ime, request that their cer-
tification notice be withdrawn and no further consider-
ation be given to Eheir request to be included on Ehe
list. In addiE.ion, a currene provider may, at any
time, request thaE they be removed from Lhe list of
authorized providers .

-9-

Each certification notice musE be accompanied by a
fee of $100.00 plus $50.00 for each addendum.
Failure to pay lhe appropriate fees a! the time of
filing will- be considered a def icj-ency in the
certification notice.

Each addendum to add an additional principal or
instructor must be accompanied by a fee of 950.00.
Each tri-annual updaE.e must be accompanied by a

Fees.

1.
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fee of $100.00. Failure t.o pay the appropriate
fees wilhin thirty days after NFA notifies a cur-
rent provider EhaL the fees are overdue will
result in the summary removal of the eEhics lrain-
ing provider from the list of auEhorized ethj-cs
Eraining providers. The procedures in Part IV of
this interpretive notice shall not app1y.

F. Address for Filinq. Certification noEices, addendums,
updates, and amendments shal1 be filed with the vice
President, Membership and Registration, of Nat.ional
Futures Associatj.on, 200 West. Madison Slreet', Chicago,
ILlinois 50606.

PART III
Records of Actendance

A. current. providers sha]1 provide records of at.t.endees at.
et.hics training programs to NFA in the format requesced
by NFA.

PART IV

Procedures to Denv Incl-usion on the LisE of Et.hics Trainincr
D1.^!'i dara 

^1. 
F.) Remove a Current. Ethics Traininq
Provider From lhe l-,ist

A. Basis for Action.

NFA may determine nots Co include any applicant on the
list of authorized etshics traininq providers and mav
determine to remove any current piotriaer from the list

The applicant or current provider or any principal
or instruct.or thereof is subject. to:
(a) a statut.ory disqual if icaE ion from registsra-

tion under Section I (a) (2) or (3) of the
Comnodity Exchange Act ;

(b) a bar from serving on self - regulat.ory organi-
zation governing boards or commiEEees based
on disciplinary histories pursuant to Commis-

(1)
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sion RuIe 1.53 or any self-regulatory organi-
zation rule adopted thereunder; or

(c) a pending adjudicatory proceeding under Sec-
tion 6(c) , 5(d) , 5c, 5d, 8a, or 9 of the
Commodity Exchange Act or Commission Rules
J.55, J.5b Or J. bU,.

(2) The applicant or current provider wil-I or does
conduct training via videotape or electronic pre-
senlation and fails Eo certify t.hat t.he person
will maintain or fails t.o maintain documenLation
reasonably designed to verify Ehe attendance of
registrants at. the videot.ape or electsronic pre-
senlation for the minimum time requiremenEi

(3) The applicant or current provider failed Eo report
deficiencies, inaccuracies, or changes in Ehe
information provided Lo NFA within a reasonable
time after the applicant or current provider knew,
or in the exercise of reasonable diligence should
have known, of the deficiency, inaccuracy, or
change;

(4) The applicanE. or current provider filed a false
certificaEion,.or

(5) The applicant or current provider's i-nclusion or
continued inclusion on the list of authorized
ethicE training providers would be inconsist,ent
wit.h the purposes of Commission Rule 3.34.

Proceedinqs to be Conducted bv the Membership Commit-

irr]a oru.rs determining noE to inct-ude an appt icant on
or to remove a current provider from the List of aulho-
rized elhics training providers shaIl be made by t.he
Membership Committee or a designated Subcommittee in
accordance with procedures set forEh in this ParE fV.
A designaEed SubcommitE.ee shall consist of E.hree mem-
bers of the Mernbership Committee. In cases submitted
by the President. t.o the Membership CommiECee or a
designaled Subcommitlee, removal from t.he list of
aut.horized eE.hics training providers shal1 not be
effected pending a final determination by t.he Member-

B.
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ship Commlttee or a designated Subcommittee. No member
of the Membership Committee or a designaled Subcommit-
tsee shall- participate in an action to deny an applj.cantj-nclusion on or to remove a current provider from Lhe
Iist of aut,horized ethics trainj-ng providers if the
member, or any person with whom Lhe member is con-
nected, has a financial, personal or other direct
int.erest in the matter under consideration.

Generaf Provisions.
( 1) Serwl.ce .

Service upon an applicant or curren! provider
will be sufficient if mai1ed by certified
mail reE.urn receipt request.ed, delivered to a
generally recognized overnight. courier ser-
vice or delivered to a messeng,er servi.ce,
properly addressed Eo tshe applicant or cur-
rent provider at, the address shown on his
most recent cerEification notice filed wiEh
NFA or any amendment. thereto. Service will
be complete upon mailing, delivery to a gen-
era1ly recognized overnight courier service
or delivery t.o a messenger service. Where a
party effects service by maiJ-. the cime
within which the person served may respond
thereto shall be increased by three days.

Documents served by an applicanL or current
provider upon NFA under this Part IV shaI1 be
considered served or filed only upon act'ual
receipt by the L.,egal Docketing Department of
National Futures Association, 200 West
Madison Street, Chicago, Illinois 50605.

(b)

(2\ Extensions of Time for F1llng.
(a) Excep! as otherwise provided by law or by

E.his Part. IV. for good cause shown, t.he Mem-
bership Commi-ltee or a designaled Subcommit -
tee before whom a proceeding brought under
this ParE. IV is t.hen pending, on t.heir o$rn
moLion or the motion of a party, may aE any
time extend or shorten the lime limit pre-
scribed by this Part IV for filing any docu-
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ment. In any instance in which a t.j-me limit
is noc prescribed for an action to be taken
concernj-ng any matler, lhe Membership Commit -
tee or a designated Subcommit.tee may set a
Eime fimit for that action.

(b) Absen! extraordinary circumstances, in any
instsance in which a time limit thac has been
nresr:ribed for an actiOn Eo be taken exceeds
seven days from the date of the order or
provision est.ablishing the time limit,
requesls for ext.ension of lime shal-l be filed
at least five days prior E.o lhe expiration of
the time limit. and shaLl explain whv an
extension of time is necessiry.

WiEhdrawal of Request. to be Included on the List of
Authorized Et.hics Traininq Providers.
(1) Whenever information comes !o Ehe attenlion of NFA

that an applicant is subject to any of the dis-
qualifying conditions seE forth in Section A, E.he
Vice-President of Compliance or the Vice-Presi-
dent's designee may serve written nolice upon the
applicant which shal1 specify tshe disqualifying
conditions to which the applicanE. may be subject
and notify the applicant thaE:

(a) the information, if true, is a basis upon
which Ehe ethics Eraining provider's requesE.
to be incfuded on t.he List. of authorized
providers may be denied;

(b) unless the applican! voluntarily withdraws
his request, it may be necessary E.o instiEut.e
the denial procedures described in this Part
IV; ANO

(c) if t.he applicant. does not' confirm in wriling
tha! he wishes tso have hj-s reques!. given
further consideration. his requesE will be
deemed to have been withdrawn.

Q\ The applicant must serve the written confirmation
referred to in paragraph (1) (c) of this Section
upon NFA's Legal" Doeketing Depart.ment within

D.
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t,wenEy days of the datse the written notice from
NFA was served.

(1) Notice of Intent. On the basis of information
which NFA has obtai-ned. the President of NFA may
at any t.irne serve a Notj-ce of Intent upon any
appl-icant. or current provider, sEaEing t.hat:

(a) NFA alleges t.hat the applicant or current
provider is subject to one or more of t.he
disqualifying conditions set forth in Section
A;

(b) t.he allegations set forth in t.he Notice of
fntent, if true, constiEute a baeis upon
which the applicant or current provider can
be denied inclusion on or removed from the
1ists of auEhorj.zed eEhics Eraining providers;
-.,.1

(c) che applicant or current. provj-der is entitled
t.o have the Membership Committee or a desig-
natsed Subcommittee consider evidence of the
type set forth in Part 2 of lhis Section E.

The Notice of Inten! sha1l also inform tshe appli-
cant or current provider of Ehe procedures which
will be followed if no written submission is made
in accordance with ParE 2 of chis section E. The
Notice of Intent. mus! include evidence of tshe
disgualifying conditions through affidaviEs and
any other relevant. documents. The Not.ice of
Intent may include a request for an oral hearing.

Q) Written ReBponse to the Notice of Intent.
(a) WiEhin sixt.y days of Lhe date of service of

the Not.ice of Intent upon the applicant or
-rrrrFnF nrnrri^ar. fhc :nnl i.anl- r)r. r:ufl.ent, er.e qPPA4v

provider sha1l f j-le with NFA,s Legal Docket-
ing Department. a written response. The hrrit-
ten response may challenge Ehe accuracy of
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Ehe allegaEions establishing that Ehe appli-
cant or curren! provider is subject to one of
the disqualifying condigions set forth in
Section A and/or show thaE notwithstanding
the accuracy of the allegalions set forth in
E.he Notice of Intent, lhe applicant. or cur-
tent provj.der's inclusion or continued incLu-
sion on Ehe list of authorized etshics Erain-
ing providers would not be contrary to the
nrrl-rl i^ infaraar-

(b) Evidence challenging the accuracy of the
alLegations may include, but is noE l-irnited
to, evidence as Eo:

(i) E.he applicant or current provider's
ident ity ;

(ii) Fhe exisFence of a clerical error in any
record documenting Ehe disqualifying
condit ion;

(iii) the nature or date of the disgualifying
condi-tion;

(iv) Ehe post - convi-ction modifi-caEion of any
record of convicti.on; or

(v) the favorable disposition of any appeal .

The applican! or currene provider shall etate
the nature of each challenge in the reaponse
and submit af f idavit.s and any ot,her documents
which support facts mat.erial E.o each chal-
'I anaa

(c) evi-]ence showing that notwi.thstanding the
accuracy of E.he allegations set fort.h in the
Notice of fntent., the applicant. or current
provider's inclusion on the list of auE.ho-
rized providers would not be conErary to t.he
public interest may include. but is not 1im-
ited to:
(i) mitigacion evidence relatlng co the

facts and circumstances surroundinq the
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conduc! underlying the disqualifying
condition; and

(ii) evidence or rehabilitation si-nce the
conduc! underling che disqualifying
condition.

The response mus!. include affidavits and any
other documents which the applicant or cur-
rent provider believes support f act.s material
to this showing.

(d) The response may include a request for an
oral hearing. Any requesE for an oral hear-
ing must be accompanied by a fee of
$1,000.00. The fee shal-l- be refunded if the
Membership Committ.ee or deeignated Subcommit -
tee denies t.he request .

(3) Defaul! of, Appllcant or Current Provider to NotLce
of Intent. If Ehe applicant or current provider
fails to fife a timely writt.en response to Ehe
Notice of Inlent, the applicant or current pro-
vider shall- be deemed to have waived tris right to
submit a writ.ten response, and the fact.s stated in
the Noti.ce of fntent shall be deemed co be true
for the purpose of det.ermining thaE the applicanc
or current provider sha1l noE. be incLuded on or
shall be removed from the list of authorized
ethics training providers. The Membership Com-
mittee or a desj-gnated Subcommitt.ee shalL there-
aftser, upon a finding E.hat service was properly
effected in accordance with secti-on C(1), enter a
final order denyj.ng an applicant. incl-usion on or
removing: a current provider from lhe list of
authorized et,hics training providers. Such find-
ing sha11 be based upon the evidence of the dis-
-,:ri€,rih^ ^^F^ition and the Notsice of Intent e/ith
nrn^f l-\f carrli na Tn ^r.{Ar l-^ hra\ran|. inirrei-iaaLv !/rvvvr.u

and on such conditions as may be appropriaEe, the
Membership Committee or a designaE.ed Subcommittee
may seE aside a default order. Any molion to set
aside a def aul-t order shall be made within a rea-
sonable time, shaIl state the reasons for t,he
fail-ure to file and sha1l specify the nature of
the proposed defense,



NFII

Ms. Jean A. Webb February 2!, L996

(4) lrFA'E Rep1y. Within Ehirty days after lhe dale
the applicant. or current provider serves a copy of
lhe response to Ehe Notj-ce of Intent. on NFA, the
Vice-Presiden! of Compliance may prepare a reply
and serve a copy of the reply on the applicant. or
current provider. The reply may include affida-
vits and other documents which NFA believes rebut.
the defense seE forth in the response. The reply
may also include a request for an oral hearing.

(5) Review of WritEen Subnieeione. Within thirty days
of the later of the date the applicant or current
provider files j-t.s response in- iccordance with
paragraph (2') of this Section E, or lhe dace NFA
files its reply j-n accordance with paragraph (a)
of thi-s Section E, the Membership Committee or a
designaEed Subcommiltee sha1I reiriew each part.y, s
written submissions and supporting documentation
and shall make a finding as to whether an appli-
cant has shorrn that. his inclusion on the list of
authorized elhics traj-ning providers should not be
denied or whether a current provider has shown
tha! he should not. be removed from the list of
authorized eEhics Eraining providers and sha11
issue an order accordingly, pursuant to the st.an-
dards set forth j-n Section F; Provided, however,
that t.he Membership Committ.ee or a designated
Subcommittee may, in its sole discretion, on ils
ovrn mot.ion or the mot.ion of any party, schedule an
oral hearing. Any oral hearing will be held pur-
suant to the provisions of NpA Registration Rule
505.

(6) Termination. At any time aft.er the issuance of a
Notice of Intent but prior to the effective daEe
of a Final Order, Ehe Membership committee or a
designated Subcommittee may issue a Wit.hdrawal of
Notice of Inlent indicating that, because the
applicant has withdrawn it.s request to be included
on t.he list of authorized providers, Che current.provider has requested to be removed from t.he list
of current providers or for olher good cause
shown. further proceedings are not $/arranted.
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Decision of Membership Commit.tee or a Desiqnated Sub-
committee.

StandardB of Proof. The writtsen decision of Che
Membership CommitEee or a designated Subcommittee
shaII specifically consider whether NFA has shown
by a preponderance of the evidence that. Ehe appli-
cant or current provider is subject Eo the dis-
qualifying condit,ion set forth in the Notice of
Intent, and. where appropriate, whether t.he appli-
canE or curren! ethics tsraining provider has shown
by the preponderance of t.he evidence that person, s
inclusion or continued inclusion on the li-st of
eligible ethics training providers would not be
contsrary t.o the publj-c interest.
Findiuga. fn making its written decision, the
Membership CommiCtee or a desj-gnated Subcommittee
shall set forth facts mat.erial to ils concLusion
and provide an expLanatsion of its decision in
light of the disqualifying condition set forth in
t.he Notice of Intent and, where appropriate, its
findings regarding:

(a) evidence challenging the accuracy of the
allegations that t.he applicant or current
provider is subject to one of the disgualify-
ing conditions set forth in Sect.ion A;

(b) evidence mitigating the seriousness of the
wrongdoing underlying t.he applicant or cur-
rent provider's disqualifying condiE.ion; and

(c) evidence thaE. the applicant or currenc pro-
vider has undergone rehabilitaEion since lhe
tirne of the wrongful conduct underlying the
disqualifying condition.

Orders .

(1) FlnaL OrderE. Al-1 orders of Ehe Membership Com-
mittee or a designated Subcommittee granting an
applicant or current provider inclusj_on or con-
tinued inclusion on or denying an applicant inclu-
sion on or removing a current provider from the
list of authori-zed ethics !rainins providers sha11

F.

(1)

(2)
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become a final order of NFA on the date of service
upon the applicant or current. provider. A copy of
each fi.na] order issued by NFA shal1 be served
upon the Commission at t.he same time it is served
upon the applicant or current provider. A11 final
orders shal1 inform the applicant or current pro-
vider of his righE to petition the Commission for
review under CFTC Regulation 3.34(b) (3) (v).

(2) Ef fectj.ve Date. Any final order of NFA issued
under this Interpretsive Notice shall become effec-
t.ive thirty days after the dat'e of service of the
order on the applicant or regfistrant, except. as
otherwise directed by the Commission.

EXPI.}T{ATT ON OF PROPOSAI,S

Explanation of Propoaed An€ndnentg to NFA Code of Arbilra-
tion, SectloDB 5 and 5, aad NFA Member Arbitration RuLes,
Sections 4 and 5

NFA's Code of Arbi-tration and Member Arbi-tration RuLee("arbitration ru1es") require an arbitration cl-aim Eo be
filed wiE.hin two years from the date when a party knew or
shoul-d have known of the act or transact.ion that is t.he
subject of the controversy. The arbitration rules al,so
provide that if the tr.\ro -year period is drawing to an end, a
party may file a Notice of Inten! to arbitrate, provj-ded the
party files its actual Demand for Arbitration within 35 days
of the NoEice of Intent.

The current wording of the arbitratj-on rules, however,
has l-ed some parlj-es to believe chat a Notice of Int.ent must
be filed in all cases. On AugusE 28, f995, NFA submitted to
the Commission proposed amendment s to Section 6 of the Code
of Arbitration and Section 5 of the Member Arbitration RuLes
to clarify that the filing of a NoLice of Intent to arbi-
trate is oplional and the filing of a Demand will satisfy
the lwo-year time period for arbitration ats NFA. However.
based on discussions wilh Comnission st.af f concerning those
proposals, NFA believes that che additional technical
changes adopted by Ehe Board will furt.her clarify che issue.
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Explanation of PropoEed Anendnest,s to NFA RegrJ,atratlon RuIeE
204 (d) , 206 (d) , 20? (a) . 301 (b) and 302 (b)

Since 1993, NFA has amended its Regist.ration Rules a
number of limes in response to changes to the Commodily
Exchange Act and Commission ReguLations and to impternent t.he
delegation of adverse authority regarding floor brokers and
traders to NFA. Each time t.he rules were amended, a renum-
bering of the ruLes was required due to the addition and
del-etion of rules or portions of rules. In a review of the
Registrat.ion Rules, NFA staff encountered a few cross-refer-
ences to rule citaE.ions which were superseded due t.o renum-
bering, The proposed amendments are technical changes to
reflect curren! rule ci!at.ions in cross-references.

Er<planation of Propoeed fnterpretive Notice Regardl,ag Elhlce
Traininq Prowidere

As you are aware, last mont.h the Commission adopted
final rule amendments to CFTC Regulation 3.34 which, among
other things, delegaled to NFA a greater role i.n overseeing
the ethics training process. Under the amendmenls, regis-
E.rants nay satisfy Eheir ethics training reguirement by
attending a program sponsored by a sel f - regul_atory organiza-
Eion, a stat.e accredit.ed cont.inuing education entit.y or a
person included on a list of authorized providers maintained
by a registsered futures association. The Commission's
amendment.s delegate to NFA the responsibility of maintaining
a list of authorized providers and making deterrninations
thaE. a person should not be included on or should be removed
from the list.

A person seeking to be included on this list must file
a notice wit.h NFA which cerEif j.es that the person, itsprincipals or any j-ndividuals who will prepare or present
maEerial are noE subiF..'- f.': Ff .-f r-l1-- disqual if iCation,. abar from servlce "" l-JJril';di;;;;-;overnins board or
committee under Commissj-on Rule 1.63; or a pending adjudica-
tory proceeding under certain sections of the Commodity
Exchange Act. In addition, if E.he person will conduct
training by videolape or eLecLronic presentation, Ehe person
must certify Ehat. he will rnaintain documentation reasonablrz
designed to verify the at.tendance of regist.rants at. Ehis
tlpe of present.ation for the required Eime period.
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As noted above, NFA,s responsibil ities under these
amendments wil-1 j.nclude making delerminaEions not to incl_ude
on or to remove persons from tshe list of aut.horized pro-
viders. The Commission,s amendments require NFA t.o develop
procedures which wiLl- govern t.hese determinations. Speci-
fically, NFA will be required to provide persons denied
inclusion on or removed from the list an opporcunity for a
hearing before NFA and, if appropriate, an appeal to the
Commission.

The proposed Interpretive Notice, whj-ch is divided into
four parts, includes a section whj-ch defines key terms,
outlines t.he procedures lhat an et.hics training provider
must follow in order to be included and remain on t.he lis!,
imposes upon providers t.he duty t'o provide NFA with records
of attendees at i!.s ethics training programs and outl-ines
Ehe procedures lhat NFA will fol1ow in denying persons
inclusion on or removing persons from the list of authorized
providers .

Part IV of t.he proposed Inlerpretive Notice is its most
substantive section and sets forth the procedures NFA was
direct.ed to adopt by the amendnent.s to Commission Regulat.ion
3.34. Specifically. this section provides Ehat if NFA
determines that a person seeking t.o be included on the list
or a currenE. provider is subject tso one of the disqualifying
condicions discussed above, NFA will noEify that person,
through a Not.ice of Intent, that he is subject Eo one of
tshese disqualifying conditions and that NFA intends to deny
Ehat person's request to be included on tshe list, or if a
current provider, t.hat. NFA intends t.o remove that. person
frorn the lisL. The ethics traj.ning provider will then have
an opportunily to file a writEen response to tshis Notice
which disput.es E.he faccual accuracy of the allegations
and/or which makes a showing that notwiEhstanding the exis-
t.ence of the disqualifying condition, including him on Ehe
list of providers would no! be contrary to the public inter-
est. NFA will then be given the opportunity to reply Eo
t.his filing. Once these written submisej.ons have been
filed. NFA's Membership Committee or a designaled Subcom-
mittee will review the filings and issue an order either
denying the person inclusion on or removing a person from
the list or including lhe person on the l-ist. The Member-
ship Committee or designated Subcommittee may in it.s sole
discretion, on its own motion or the mot.ion of a party,
order that an oral- hearing be held. The rules also provide
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the applieant. or current provider with t.he opport,unity t.o
appeal any adverse decision tso the Commission.

Although it is not expected
significant number of requests t'o
the proposed Interpretive Notice
tsion and hearing fees similar to
trati-on Drocess.

that NFA will receive a
be included on the lis!,

does provide for applica-
those imposed in the regis-

NFA respectfully requesCs that the Commission review
and approve tshe proposals contaj-ned in Ehis submj-ssion and
requests Ehat. they be declared effective upon Commission
aDproval- .

11y submitted,
.'- //
i /cdl\

General counsel

,Jr.
Holum

cc: Acting Chairman ,John E. TuII,
Commissioner Barbara Pedersen
Commissioner ,Joseph P. DiaI
Andrea M. Corcoran, Esq.
Geoffrey Aronow, Esq.
AIan L. Seifer!, Esq.
Susan C. Ervin, Esq.
L.,awrence B. Patent, Esq.
David Van Wagner, Esq,

DJR: ckm (sub\0215 95 )



CFTC Approves Interpretive Notices and
Amendments to NFA Registration Rules

Regarding Ethics Training

By letters dated February 21 , 1996, August 27, 1 996 and November 26, 1 996, NFA
submitted to the CFTC for its review and approval the proposed adoption of two
Interpretive Notices and amendments to NFA's Registration Rules, as explained below.
NFA today received notice from the Commission stating that the Commission on January
30, 1997, approved NFA's proposals.

ADOPTION OF INTERPRETIVE NOTICE REGARDINC ETHICS TRAININC
PROVIDERS - An interpretive notice which sets out the orocedures which an ethics
training provider must follow to be included on the list of authorized training
providers and which NFA must follow in determining that an ethics training
provider should not be included on or removed from the list.

ADOPTION OF INTERPRETIVE NOTICE RECARDING EXPERIENCE AND
PROFICIENCY REQUIREMENTS FOR ETHICS TRAININC PROVIDERS - An
interpretive notice which establishes testing and experience requirements for ethics
training providers.

AMENDMENT TO NFA RECISTRATION RULE 203 - lmposes on the sponsor a

$500 fee for each of its APs who has not timely complied with the ethics training
requirements.

ADOPTION OF NFA REGISTRATION RULE 215 - Provides for the suspension of
registration for noncompliance with ethics training requirements.



U.S. COMMODTTY FUTURESi TRADTNG COMMISSION

Thrse Latayeno Centre

1155 21st Street, NW Washington' Dc 20581
TelePhona: (202) 418-5000
Facsimile: l2o2l 41 8-5521

January 30, 1997

Mr . Daniel ,J. Roth
General Counsel
Natsional Futures Association
200 West. Madison StsreeE
Chicago, Illinois 50506

Re: National Futsures Associalion's Proposed
Int.erpretsive Notsice Regarding Et.hics Training
Prowiders, Proposed InEerpretive Nolice
Regarding Experience and Proficiency
Requirementss for Ethics Training Providersi
and Proposed New RegislraE.ion Rule 215 and
Proposed Anendnents to Registracion Rul-e
203 (a)

Dear Mr. Roth:

By letters daLed February 2I , 1996, through Noveniber 25,
L996, Ltre NaEiona1 Futures AssociaEion (UNFA') submitEed tso Ehe
Conunission tshe above - referenced proposal pursuan! !o Section
17(j) of Ehe Commodily Exchange Act ('rAcE").

Please be adwised tshat on this date the Comtnission has
delermined Lo approve Ehe above - referenced proposed new
InEerpretsive NoEices, new rule and rule amendmentss pursuanE Eo
Section 17(j) of lhe Ac!.

Sincerely,

^ | . ./1.-l

YVj_r- * WebO-
(.,r:ean A. webb

Secretary of che Conunission

FE -3 fft
;GIfiiRA.t C0UIISEfS 0tFiCE j
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July 5, 1996

David P. Van Wagner, Eaq.
SpeciaL Counsel
Division of Trading and Markets
Commodity Futurea Trading Commission
Three Lafayette Centre
1l-5 5 2l-st Street, N.W.
Washington, D. C. 2058f

Re: National Futures Association,s proposed Interpretive
Notice Regarding Ethics Training provi.ders

Dear Mr. Van Wagner :

I am writ.ing to respond to your t'Iay f7, 199G letter
requesting that National Futures Association ("NFA.) address a
number of issues thats you discuss. I will reepond t'o each issuein the order j-n which you presented them.

1. NFA will use the term ..eligibIe,, throughouts t.he Interpret.ive
Notice.

2. NFA not.es t.hat, the Commiseion's delegation order does notrequire NFA to include any procedures for evaluatj.ng com-plaints or reviewing the providers' operatione in the Inler-pretive Notiee and NFA does not, intend uo do so. Rather.
NFA will follow che same tl4)e of procedures to accomplish
these tasks ae it' uses in evaluating fiunees for registra-
tion. NFA wj.ll obtain appropriate documentaCion to revielt
any potential problem and refer matters to the RegisCraEion,
Legal and Compliance Committee for action. Since NFA haa
modeled the procedures for evaluating ethics training on itsregistration procedures, NFA believei that. Ehis is the moscefficienE means of discharging ils responsibilities. TheDivision of Trading and Markets (.'t a t't" ) recently reviewed
and approved all of those registration procedures as part ofits review of NFA's regisLration fitnesi program. Conse-quent]y, NFA does not believe t.hat additional procedures
specific to et.hics craining providers are necessary.

3.a. Part II. E. 1. provides that a glOO fee and a g50 fee for
each addendum musc accompany each certification notice.Part II . E. 2. provides t.hat. a $50 fee musC accompany each
addendum t.o add an additional principal or j.nsEruitoi and a
$100 fee must accompany each t.ri -annual update. No fee is
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associaE,ed with reports of deficiencies, inaccuracies or
changes.

b. NFA has distinguished between certification not.ices, addenda
and tri-annual updates on the one hand and report.s of defi-
ciencies. inaccuiacies or changes on Ehe othe-r based upon
its treatment of analogous registration filings. NFA is not.
charging a fee for correction notices ju6t as it' does noc
charge a fee for Form 3-Rs. See, NFA Registration Rule
203 (a)

4.a. Part I.G. excLudes from Ehe definition of "principal,, those
principals of current regisirants who are not. direct,ly ot
indirectly involved with the eEhics Eraining act.ivitiea of
the regiscrant. These principals all have current Form 8-Rs
on file with NFA and are under an affirmative duty to keep
such applicalions current t.hrough the filing of Form 3-Rs.
Since these principals are not direct.ly or indirectly
involved with t,he et.hics training activities of the regis-
trant, requiring them to submit the certifications would be
duplicaE,ive and unnecessary. To Ehe extent. that NFA obtaine
and util-izes any derogatory information concerning such
principals to dj-squalify the regisEran!, NFA would bring an
analogous act.ion agains! the ethics provider.

b. A11 of the information t'o which the certification appliea is
avaiLable in the NFA Clearinghouse of Disciplinary Informa-
Eion, is the subjects of questions on tshe Form 8-R or would
be revealed as part of NFA's fitness examinalion of these
principals. NFA routinely uEes these sourcea to evaluate
t.he fj.tness of existing principals.

c. NFA wil-l- revise the InterDretlve SEatement. to include Ehe
proficiency test.ing and elperience requirements that the
Commission adopted in its Final rules issued May 6, 1995.

d. As is the caae with applicants for registration, NFA will
treat the failure to include required information as a
deficiency, and NFA will refuse to process the certificaLion
or addendum. Part. IV. A. 5. Drovides that a person who
submj-ts a false certificat.ion is not eligible-. NFA believes
that any additional provisions are therefore unnecessary.

5. NFA believes that the requirement of report.ing changed
circumst,ances. including the addition of principals or
instruct.ors, within a reasonabLe Eime is appropriate. The



NFI)

David P. Van Wagner, Esq. iluly 5, 1996

Commission's Regulations and NFA's Regist.ration RUIeE
require that regislrants muat promptly correct deficienciee,
inaccuracies or changes to their appli.cations by filing a
Form 3-R. gg Cormission Regulat.ion 3.31(a) and (b) and
NFA Registration Rule 210. This .'prompt" reportingt concept
has proved workable and effecEive in Ehe registrat,ion area,
and NFA believee that the reasonable Eime requirement will
work equally well for ethics training providers.

6. NFA will inlerpret. the provisions regarding withdrawal ae
requiring a r{rj.tten request. NFA will not honor a verbal
request to wit.hdraw a certification notice or to remove an
elhics provider from the lisc of eligible providers.

7.a. NFA will treat any failure Eo provide records of altendeee,
whether at. video, electronic or live training seseions, as
evidence that t.he ethics training provider's inclusion or
conti.nued inclusion on the List of eligible ethics training
providers would be inconsistent with the purposes of Corunis-
sion RegulaCion 3.34. Under Part IV. (A) (4), this wilt
result, in the ethics training provider being ineligible.

b. NFA will advise al-l listed ethics training providers in a
leeter seEting forth required procedures that they must
report, progtram att.endees monthly. This letter will aleo
detsail the format which NFA expects the providers to use.

c. The comments accompanying the Commission's Final rulee
issued May 6, 1995 concain a foocnote t.hat specifically
rejects an SRO's requeaC for a rule requiring ethics tsrain-
ing providers Co report attendance of exchange members to
the exchanges. 51 Fed. Req. 2Or27, 20130, n.19 (May 5,
1995) . NFA agrees that this requirement. is unneceeeary.
NFA will coordinate with the exchanges and w1l-l share any
at.tendance information concerning their members with them in
a mut.ua11y acceptable manner.

NFA will make E.he recommended revisi-on.

NFA will make the recommended revisions.
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If you have any guestions, please t.elephone me ats
( 312 ) 781-r.390.

Daniel
General

ckln ( I rr \wnllgnr . Ilr )

J. Rot
counsel



U.S. COMMODITY FUTURES TRADING COMMISSION
Three Ldayette Centre

1155 2lsl Strset, NW, Washington, DC 205S1
Telephone: (202) 418'5430
Facsimils: (202) 418'5536

DIVISION OF
TRADING & MARKETS

Mr. Daniel J. RoEh
General Counsel
NaE.ional- Futures AssociaEion
200 west l'ladison SEreet
Chicago, Ill-inois 60505

May 28, t996

Re: Proposed Amendments to Code of ArbiEraEion
Sections 5 and 5; Member ArbiEraE.i-on Ru1es 4 and
5; and, RegisEraEion Rul-es 204(d) , 206(d\, 207(a\,
301(b) and 302 (b)

na: 1. M1. P.rl- h .

By tett.er daEed Febru ar! 2f, 1995, the National Futsures
AssociaEion ('NFA') submit.ted the abowe - referenced proposed
amendnenE.s to the Commission for iEs approval-, pursuant. to
SecEion 17(j) of t.he Comnodity Exchange Act. ("Act"). By fetter
dated May L7 , 1996, t.he Diwision of Trading and MarkeEs
(nDiwision" ) informed NFA E.hat. the Division could handle the
proposed amendmenEs pursuant to the "Een-day'r prowision of
secEion 17(j) of tshe Act, which permits a proposal to become
effecEive ten days after commission receipt unless the Comnlssion
delermines tso review the proposal for approwal and so nolifies
NFA,

Subsequently, by letter daEed May 24, 1995, and received May
28, f995, NFA re-submiL.Eed che above - referenced proposed
anendInenis and invoked the "ten-day" provision of SecEion 17(j)
of Ehe Acts .

Please be adwised t.hat. t.he Diwision has examined tshe
proposed amendmenE.s Eo Code of Arbitrat.ion Sections 5 and 5;
Member ArbitraLion Rules 4 and 5; and, Regist.raE.ion Rules 204(d) ,

205(d), 2o7 (a), 301(b) and 302(b) and has decided not Eo review
Ehe proposed amendmenE.s, as prowided under SecEion 17(j) of Ehe

6'f*/
Pa'i9 l.

ours ,

Spec ial- Counsel-
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via Airborne Expre.ss 
l{aY 24 ' '-996

Ms. ,fean A. Webb
Secretariat
Commodity Futures Trading Commission
Three LafayetEe CenEre
1L55 21st Street, N.w.
washington, D.C. 20581

Re: Natlonal Futures Aseociation: Modiflcation tso NFA
Subnission Dated Febru ary 2L, 1995 Affecting Proposed
Amendments co NFA Code of Arbitration, Sectsions 5 and
5; NFA Member Arbitration Ru1es, Sectione 4 and 5; and
NFA Regist.ralion Rul-es 204 (il , 206 @l , 207 (al , 301(b)
and 3 02 (b)

Dear Ms. Webb:

By letter dated February 2I, 1995' National Futures
A6sociation ('NFA" ) submitted for review and approval by the
Commodity Futures Trading Commiseion ("Commissiontt or nCFTCT)

proposed amendment s tso NFA Code of Arbitration, Sectiona 5 and 5;
NFA Member Arbitration Ru1es, Sectlons 4 and 5; and NFA Registra-
Eion Rules 204 (d) , 206(d) , 207 la), 301 (b) and 302(b).

NFA r.tas subsequently informed by the CFTC's Division of
Trading and Markets that the Division had reviewed theee proposed
amendments and felt that they raised no significan! concernE
under the Act or the Commiseion's Regnrlations.

Accordingly, NFA wiEhes to modify its submiseion by
invoki.ng Ehe "ten-day" provision of Section 1?(j) of tbe Act.
NFA intends !o make che above-ref erenced proposed amendments
effective ten days after receipt of this letEer by the Commisgion
unlesg tshe Commission notifies NFA lrithin the len-day period t.hat
t'he commisaion has det,ermined to review the amendments for
approwal .

Sincere Ly,
./) - \ .F-;-l

VAf+,'!hffii,-.
Daniel JYRoth
ceneral counsel

cc: Acting Chairman John E. Tu1I, Jr.
Commlssi.oner Barbara Pedersen Holum
Commissioner ,foseph P. Dial
Andrea M. corcoran, Esq.
Geoffrey Aronow, Esq.
Afan L. geifert, Esq.
Susan c. Ervin, Esq.
Lawrence B. Patent, Esq.
David Van wagner, Esq.
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Facsimile: (2021 418-5536

PIay 17, 1995

Mr. Daniel J, Roth
General Counsel
NaEional FuEures Asgociation
200 west. Madison SEreeE
Cbicago, IIlinois 60606-3447

Re: National Futsures Association's Proposed
InE.erpretsive Nocice Regarding Echics Training
Prowiders

Dear Mr. Roth:

By lelter daEed Februar! 2t, 1996, t,he National Futures
AssociaEion ( "NFA" ) submitted Eo che Conmission for it.s approvaL,
pursuant. Eo Section 17(j) of t.he Comnodily Exchange Act ("Act"),
a proposed Interpretive Not.ice regarding ethics Eraining
providers. Based upon its review, Ehe Division of Trading and
MarkeEs ('Division") has identsified the following issues which
NFA should address j-n order to furlher explain and jusEify Che
proposed Intserpretsive Not.ice. A number of tlrese issues have
arisen subsequenE to NFA's original aubmission due to Ehe
commission's recenc rulemaking concerning ethics training
providers. 51 Fed. Req. 20L27 (May 5, ]-996')

1. NFA's proposed Int.erpreEive NoEice includes references to
bolh "auE.horized" and "eligible" et,hics tsraining providers.
NFA should uniformly use Ehe term "eligible" eEhi.cs tsraining
providers in its proposal . This approach vrould be
consistent. with Ehe commission's usage of Ehe t.erm in it.s
December 1995 release amending Commission Regulation 3.34.
50 Fed. Req. 53907 (December 13, 1995).

2. In addition E.o delegat.ing authoriEy Eo NFA Lo nrainEain a
list of eligibte eEhics training providers for the purposes
of Comrdssion Regulation 3.34, che Corrnission has authorized
NFA to, among other thlngs, rrrecei.ve and evaluaEe complainls
concerning such providers and conducts ot.her appropriate
reviews of providers' operations.rr 50 Fed. Req. 53907,
53910. NFA's proposed Interprecive Not.ice does nots address
E.hese additsional- act.iviEies. Please e:cplain whether NFA
j-ntends !o esE.ablish any requj.remenls or inlernal procedures
r.rilh respect Eo these responsibiliE ies and, if so, what
these requirements or procedures will be?
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4.

a. Par! II of NFA's proposed InEerpretiwe NoEice
esEablishes procedures for persons to apply for and rnaintain
a listing on Ehe list of eligible etshics training providers.
ParE II includes a nunber of provisions requiring lhaE such
persons inform Che NFA, by appropriatse addenda, updates or
correction notices, rdhenever cerEain informalion in t.heir
applicacions or currenE listing needs to be revised. Part
II .E also st,ates that each addendum must be accompanied by a
$50 fee. Please e>rplain whet.her Par! If lrould impose a $50
fee for addenda only, or whet.her it also would impose such a
fee tor ParE If's reguired updales (e.q., Part fI.C's three-
year updated cerEificaEion notices for currenc eligible
prowiders) and correction notj-ces (e.q., ParE II.B's
correct.ions to cercification notices due Eo deficiencies or
inaccuracies ) .

b. If the NFA would charge a $50 fee for addenda on1y,
please explain t.his dist.incEion in Parts fI's tsreatments of
addenda vergus updatses and correcLion notices.

a. Parc II.A of NFA's proposed Intserprelive Nolice would
require thaE persons applying to be included on the list of
eligible eEhics tsraining providers mus! file a certi.ficaEion
notice $rith NFA which includes certsain identifying
information and Ehe cerE.if icaE,ions required by Comnission
Regulation 3.34(b) (3) (iii) . Please confirm the Division's
undersE,anding EhaE, under the NFA'S proposal, an applicant
filing a cerEifj.calion noEice pursuanE tso Ehis prowision
thaE is also a regist.ranc under the AcE would nots be
requj-red E.o include in such a notice any of Ehe informaEion
l-isEed j.n Conunission Regulation 3.34(b) (3) (iii) (A) (1)
Ehrough (3) for those principals of the applicants who were
not direcE.ly or indirectly inwolved in the applicants's
elhics Eraining act,iviE,ies . If so, please e)q)l-ain NFA' s
racionale for not reguiring applicanta Eo provj.de such
information in their certificacion noEices.

b. would lhe NFA use any alt.ernaEive source of informat.ion
tso determine \,rhecher such principals \,eere : ( 1) subj ect to a
slaEutsory disqual ificatsion under the Act (Coflunission
Regul-ation 3.34(b) (3) (iii) (A) (1)); (2) barred from self-
regulalory organization ( SROtr) comnillee service under
Commission Regulatsion 1.53 or an implementing sRo rule
(Conunission Regulation 3.34(b) (3)(iii) (A) (2)); or, (3)
subject to a pending proceeding with respecE to possible
violations of the AcE or lhe Cornmission's regulations
(Corrnission ReguLation 3.34(b) (3)(iii) (A) (3))? If so,
please oq>lain what. E.hese alEernaE.ive sourceg of informaEion
would be,

c. consisgent with the ComrLission's recent.ly- adopced
amendments E.o Regulat.ion 3.34(b) (3) (iii), Parc II.A of NFA's
proposed Intserpretsive Notice should be tewised to requi-re
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tshaE persons applying !o be added to Ehe lisE of eligible
et.hics lraining providers include in their cercificagion

. nolices evidence t.hat they " have taken and passed the
proficiency testing requiremenEs for an ethics training
provider" and that they 'rpossess a minimum of Ehree years of
relevant experience for an ethics craining provider. "

d. NFA also shou]d make a failure !o provide such
information a basis for denying inclusion on Ehe 1ist, of
eligible echics Eraining prowiders under Par! Iv.A of NFA's
proposed Interpretive Notice.

a. Part II.B of NFA's proposed InEerprecive Notj-ce states
t.ha!, j.n order for applicancs and eligible echics training
prowiders Eo keep their certificaEion notices current,, t,hey
I'musts promptly file" with NFA an addendum for each new
principal or insLructor. NFA should clarify lhis
requirements by stating a specific time period witshin which
such an addendum musE. be filed.
b. Similarly, Part. Iv.A(3) of the proposed Interprecive
NoEice sEates thaE an applicanf's or eligible ethics
Eraining provider's iailure Eo reporE changed circumsEances
to NFA "within a reasonable E.ime " afeer t.he applicants or
provider learned of such information can be the basis for
exclusion or remowal from tshe lisE of eligible ethics
tsraining prowiders. The NFA should repface tshis reference
vriEh some specific period of t.ime.

Parts fI.D of NFA's proposed InEerpreEive Nobice states that
an applicant may reques! tshaE his or her cert.ification
noE.ice be wit.hdralrn, buts doea not. specify any required means
of connunicacj.ng this request co NFA. The same prowisi.on
t,akes a sj-miLar approach tso eligible ethics tralning
prowiders requestsing tshat' tsheir names be remowed trom the
lisc of eligibte providers. In order tso avoid possible
miscorfiunicaEions in Ehis area, the Diwision recomnends Ehat
E.he NFA requi.re chaE. such requests be made in writing.
a. Consiscent. with Corunission Regulation 3.34(b) (4), Parc
IIf .A of NFA's proposed hEerpretsive NoEice would require
that eligible ethics training providers prowide NFA wit.h
records of at.cendees at. t.heir et.hics Eraining programs in
Ehe formaE requested by NFA. white Part rv.A(2) of lhe
proposed Incerpret.ive Notice lietss a failure to rrmaincain
actsendance document.aEion as a basis for remowj,ng a current
prowider from the lisE. of eligible er.hics training
providers, it does not seem Eo direcEfy address faiLures t.o
repor! program att.endees Eo NFA. Please describe whac
sanctions, if any, NFA would be able to impose on eligible
prowiders who failed Eo report such informaEion tso NFA?
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b. The Division recormends
eligible providers provide
attendees wit.hin 30 davs of

thats ghe NFA require that
the NFA with a list. of program
t.he dat.e of each progran.

c. When t.he Conrnission proposed anendmenEs Eo Regufation
3.34 in order t,o enhance the ability of registered fulures
asaociations E.o t.rack registsranEs' ethics training
attsendance, the Chicago Board of Trade's (UCBOT'srr) connent.g
included a requesL that its members' aLEendance be reported
to the CBOT as well as NFA. 59 Eed. p.eq. 37446 (JuIy 22,
1994\. Please address uhe feasibiliEy of NFA requiring t.haE
eligible echics Eraining providers repor! such inforrnation
to Ehe exchanges whenever their members aEEend eEhics
Eraining programs .

8. The reference to "sectsion 8(a) (2) or (3)" in ParE rV.A(1) (b)
of NFA's proposed Int.erpretive NoEice shouLd be revised Eo
read "SecEion 8a(2) or (3)."

9. NFA should make Ehe following Ewo revisions Eo ParE
IV.A(1) (c) of ics proposed htserpreElwe Notice:

a. De1ete tshe provision's reference Eo secEion 8a
of tshe ConunodiEy Exchange Act.

b. InserE 'r, or a similar proceeding under
SecEion 8a of Ehe Commodity Exchange Actrr beEween
t.he words rAcE. n and n or. u

In addition to the proposed Intserpretive NoEj.ce regarding
eEhics tsrainj.ng prowj-ders, NFA aLso f,equesled in its February 21,
1996, submission Ehat the cornmission approve proposed amendmencs
tso Code of Arbit.ragion Sectsions 5 and 5; Menber Arbitration Rules
Sections 4 and 5; and, RegistsraEion RuLes 204(d), 205(d), 207(a),
301(b) and 302(b). The Diwision has reviewed tshese proposed
amendmenEs and does noc beliewe tshat chey raise any significanE
concerns under tshe Act. or Ehe Cornmission's Regulalions.
Accordingly, Ehe Division suggest.s EhaE NFA reguesE that these
amendmenEs be allowed to become effecEive wit.hout. CosEttiss ion
approval pursuanc tso lhe rrten-dayrr provision of Section 17 (jl ot
ghe Acts .

If you have any quesEions concerning Ehe issues raised
in tshis lectser, please conEact David P. van wagner aE (202)
418-5481.

h"""wl
'(lrdlfi/Eo
thavid D.'Van wagner
SDecial Counsef




