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Augrust 27 , 7982

Ms. Jane K. Stuckey
Secretary of the Comnission
Office of the Secretariat
Commodj. ty Futures Trading Cornnission
2033 K Street, N.W.
Washington, D.C. 20581

Re: National Futures Association;
Proposed Amendnents to Articles of
Incorporation, Bylaws, code of
Arbitration, Compliance Ru1es and
Fi.nancial Recruirements.

Dear Ms. Stuckey:

Pursuant to Section 17(j) of the Connodity Exchanse Actthe National Futures Association (ti113nr) hereby fi1-es with €he
Comnission and requests the Comnission'i approial of chanqes inits Articles of Incorporation, Bylaws, Code-of Arbitratioi,
Compliance Rules and Financial Requirements. The proposed
changes are set forth be1ow. Additions are underslorid anddeletions bracketed.

1. ARTICLES OF INCORPORATION

A. The Amendments.

(i) Art. III, Sec. 2 (Purposes).

Sestion 2: Contract Markets.

(a) Non-applicability of NTA Rules.

***
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(b) Prohibition Upon Adoption Of Certain Rules.
NFA shal1 not adopt, admj-nister or enforce upon
any Menber or Associate a ru]e, standard, require-
nent or procedure which purports to govern or
otherwise regulate any of the following:
(i) The mi.nimun Level of rnargin required for any

futures contract or t]'pe of futures transac-
tion, the method for calculation thereof, or
conpliance therewith, unless such rule, stan-
gard, rgquireTent or@
is n t
marl<et requrrenents.

(rr) Art. VIII, Sec. 3 (Executive Commj.ttee).

The Executive Committee shaLl be comprised of the
following:
(a) NFA's President, and

(b) Eight (8) Dj.rectors, as follows:

Secti"on 3: Compo s i ti on .

(r) The Chairman of the Board of Directors and

Committee ) :

t(i)l(4) Two (2) Directors representing contract
markets :

(ir) Seven (7) other Directors, as follows, exceDE
rnaE wnlcnever oI Ene toI-l.owrnq cateqorres
].s represented on t"he Board of Directors bv

t (A)l (1)

t (B) I (?)

One (1) representative

One (1) representative of a contract
market that has one (1) Dlrector on
the Board and that is in a different
region from the contract market
represented in paragraph t (A)l (l)
above:

represented on the Executive Committee b

serve on
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Three (3) Directors representi-ng
FCMs

Tlro (2) Directors representing Industry
Parr-i..iY\ihfc

One (1) Director lrho is a Public ReDre-
sentative.

D. Explanation of Amendnents.

(i) Article III. This amendment will enabl-e NFA ro
make the change-Ti-TE-Eiilanc i al Reguirements that is describedrn Section 5 of this letter.

(ri) Article VIII. This article has been redrafted to
incl-ude the Chafrlnan oT*EEE Board as a mernber of the Executive
Conmittee. The duties of both the Chairnan and the Executive
Corunittee can be nore effectively carried out if the Chairman is
a member of this important NFA comrnittee. The Chairman sha1l be
deened to represent on the Executj.ve Cornmittee the category of
NFA Member he or she represents on the fuIl Board of Diiectors,
thereby. in effect, causj,ng that category to t'loserr one seat on
the Executive Corunittee for the length oi his or her term as
Chai.rman.

)

t(ii)l(q)

t(iii)l(c)

t(iv)l(D)

BYLAWS

A. The Amendments.

(i) Bylaw 703 (Advisory Committees).

The Board sha11 appoint advisory comnittees, not
having or exerci.sing the authority of the Board, includ-
]-ng a cormittee to advise the Board on FCM matters and
a committee to advise the Board on natters relatinq to
commodity pool operators and connodity trading advisors.
No person then serving as a nenber of the Board shall
sinultan
conmr Et ee .

(if) Bylaw 1301 (Schedule of Dues and Assessments).
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crrh i ani
assessenents

the provis j.ons of Article XII, dues
Mernbers shall be as follows:

(a) Contract lilarkets.
***

(b) FCMS and Agents.

( i ) Each FCI': Menber sha1I pay to NFA an
assessment ecrual to f $0. *l $.30 for
each conmodi{y futures contiaEt-6ther
than a dealer option contract on a
round-turn basis carried by it for a
customer other than (A) a person having
privi.leges of membership on the contract
market where such contract i.s entered or
(B) a person whose contracts are carried
rn a proprletary account, as defined in
Commission RuIe 51.3(y), by a person
having privileges of rnembership on such
contract market or (C) an omnibus account
carried for another FCM ltedber for which
assessnents are payable to NFA by the
other FCM; and each FCM Member sha11 pay
to NFA an assessment equal to [$0 . _* ]
$4.50 for each dealer oDtion contract on
a-Tfrnd-turn basis ( see- paragraph (d) ,
below) carried by it for a customer
other than a person whose contracts are
carried in a proprietary account, as
defined in Commission Rule $1.3(y), by
such FCM Member: Provided, however,
Such assessnents shaLl be suspended by
the Board during any fiscal year vrhen in
the judgnent of the Board the budget
goals of NFA for the fj-scal year, as
prescribed by the Board under Section 6
of Article VII, have been net. The FCM
Menber shall- invoi.ce these assessments
to rts customer and shall remrt the
amount due to NFA; and

(ii) * * tr

(iii) * * *

(iv) * * *

of
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(c) [Other Dues. ] Other Mernbers.

Annual- dues for a Commodity Pool

aEt on w ssl0n

sh Lower annuaL
annuat dues ot sf,000.ffi

[A11 other Menbers sha]l pay to NFA annua].
dues of $1,000, except that the Board may in
its discretion waive or establish Lower
annual dues for such Menbers, other than
Comrnodity Pool Operators and Conmodity Trading
Advisors: Provided, however, That the annual
dues for a Commodity Pool Operator or Comrnodity
Trading Advj,sor shaLL be $500 for the year of
such entityrs initial registration wi- th the
Comrnission.l

Commodj-ty Option Contracts.

[*This amount is to be determined by the provisional
directors upon an analysis of 1981 trading volume and
an updated review of anticipated NFA expenses. The
Connission will be advised of the fignrre by supple-
mentaL Letter to this application.l

B. Explanati-on of Amendnents.

(j.) Bvlav 703. This change will prornote the fair
representatfon of NFA nembers on NFA advisory cornmittees and, rngeneral, increase the nunber and diversi.ty of NFA mernbers involvedin the governance of NFA,

(ir) Bvlaw 1301(b). These amendments are designed to
promote the eguEEl-e--EfiGati on of dues and assessmentS among
NFA members .

(d)

erators an
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The transaction in subsection (a) ($.30 per round-turn forfutures and $4.50 for dealer options) weie based upon an analysisof 1981 trading volume of futuies and dealer opti-oirs, togetherwith an analysis of the estimated costs of regnrlating FCIi's and
dealer options. The assessments are generally expected to defray
these costs.

(iii) Bylaw 1301(c). This change wiLL l.ower the annua]
dues for 

.cTA 
i s -i;-Se:i;-GE6ond or suc"e5ding year of CFTC regrs-tration. The annual dues for a CTA in its iiist vear of reqis-tration will renain at $500. Annual dues for CpOis will reiainthe same, $500 for the first year of cFTc registration and $1,000thereafter. The lowering of dues for cTAs wis deemed to provide

a nore eguitable allocation of costs to such Members.

3. CODE OF ARBITRATION

/'t

A. The Amendnents.

(i) Section 4 (Arbitration panel).

(a) Appointment of PaneL.

A11 arbitration proceedings under this Code sha1l
be conducted before an arbitrati.on panel consist-
ing of three NFA Members or individuals connected

aggreqate cl- a oes not
anel' s cons 1s ot one

rson r
ver, I

I

tion under Section 2(a) of this Code so requestsj.n the Demand for Arbitration (See section 6(c) ofthis Code), the Chaj.rman and at least one other
member of the Panel, and ttle panel member where
there is a slIrgle-mffi
connected with an NFA Menber of NFA (except as NFA
arbitrators ) .
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(ii) Section 8. Hearing.

(a) Place, Time and Notice of Eearing.

Except as provided in paraqraph (f) of this sec-
tlon, as soon as practicabJ.e after appointnent of
tE6lFanel, the pllce and tirne of the-irearing shall
be detennined in the sol-e discretion of the Secre-
tary, who shall endeavor to acconmodate, if pos-
sib1e, the preferences of all parties and nembers
of the Panel . The Secretarv shall qive notice to
each party of the place and time of-the hearing at
l-east l-0 days before the heari-ng date.

(f) Surnmary Proceeding.

l{here the customerrs a egate cl-a j.m ( includi
enElrel'v Lnrouon wrr, sllD -

mrsslons unless the secretarv dlrects o

t ./.

B. Explanation of Amendnents.

These amendments are des j.gned to impart greater speed
and flexibility to the arbj-tration process wh-i-le lowering elpenses.
Small,er customer claims (claims whj-ch, including interest, do not
exceed $5,000) will be heard before a one-mernber panel and
claims under $1,500 will be conducted through written subnissions,
unLess the Secretary directs otherwise (e.g. where testimony
t"s necessary to resolve factuaf issues). Customers involved in
one-member panel arbitrations wilI be entitled to denand that thearbitrator not be connected Lrith NFA or an NFA nentrer. Thus,
these amendnents will serve to speed arbitration procedures and
Yield greater cost effectiveness, while at the same tine ensuring
fairness. The anendment to Section 8(a) is a technical amendnenf.

COMPLIANCE RULES

A. The Amendments.

2-II . CUSTOMER ACCOTJNTS.

Member FCM unLess nenber of contract
marke accounls w
approv

snal'l. c
er at tne

ouE Drlor
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istration or rior to the nature of
ness Drev

carrv on
are s renents

NFA as Drovi

2-I2. OMNIBUS ACCOUMTS.

llerib e r whether or not narket
us accoun n con-

es mus maLn
onn].Dus accoun
en neht omn].Dus accounts

accoun are s s e quen ctose . Infor-
omnrDus accoun

accounE as e ouse or cus

IRule 2-J-1.] 2-I3. COMPLIANCE JURISDICTION.

Any Me ber or Associate who vioLates or fails to
comply with any NFA requirenent shal-l be subject to
appropriate Member or Associate Responsibility Action
(see Rule 3-12) or disciplinary action. or both, in
accordance with these ru1es.

B. Explanation of Amendments

(i) 2-11. This rule will enable NFA to regiulate non-
exchange FCMS more effectively by nonitoring the carrying of
customer accounts by these FCM|s. The rule does not apply to
exchange-menber Fclit's because many of these FcM's are subject to
similar exchange rules and because of the effectiveness of
exchange regulation j.n general .

(Li) 2-72. Omnibus accounts present particular regu-
latory considerations that lrarrant a procedure by whj.ch NFA can
identify those Fclrls that carry such accounts and can monitor
those accounts closely. The rules are designed to establish such
a procedure .



Every Member FCM that is not a member of a
contract market must collect performance
margrn (].nt-Eral- and' malnEenance) tor aII
customer accounts at a leve1 no less than

et.
B. Explanation of Amendment.

This ruLe, which is similar to CFTC Rule 1.56(b)(3),will assist NFA in auditing and regulating non-exchange FCMs and
help to insure the financial stability of non-exchange FcMs.

Fj.nal1y, it should also be noted that by resolution of
the Board of Directors on June 24, ]-982, it was unaninously
decided, pursuant to Byl-aw 1302, that the level of annual iues
charged NFA Menbers that come wi-thin one or more l{edbership
categories shall- be only for that category for which the Bylaws
of NFA specify the higher amount of annual dues.

NFA respectfully requests the Conmission to declare the
proposed amendments effectj.ve upon approval by the Commission, as
is authorized by Section 17(j) of the Commodity Exchange Act.

!ls. Jane K. Stuckey
August 27, 1982
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FINANC IAL REQUIREMEN]TS

A. The Amendment.

A8-a.

cc: Mr. John L. Itlanley
Mr. Theodore W. Urban

Very truly yours,

NATIONAL FIINJRES ASSOCIATION

ilW/),/,**o
Robert K. Wilmouth
President and Chief

Executrve officer

Perforrnance

By:
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Septarber 13, 1982

sEP I 6 ,382

otvtstoN oF
tiAOI'{G ANO MARKE?S

!ilr. Rcbert K. wikqtth
Pr€sident and Ctrief D<ecutive Officer
l aticnal FUtrres Association
200 l.test lbdissr Street
Ch.icago, IllirDis 50606

E: kcposed AIerdents to Articles of Ilxcorporaticn Byla\ds, Code of
Arbitration, Corpliance Rrles and Firnncial hquj_rsrEnts of NFA.

Dea! !tr. Wiln:rrth:

ItE Division is ncr revier;'jng NFA,S August 27, LqBZ suhnission of tlE
above prcposed afien&rents. In tlre,oorse of revier,v"jlg tlre sr:lrnission, Divi-
siql staff have detecEed a rrr'tor technical problan with tle proposed arrcnd-
rTent to section 8(f) of the NFA's code of Arbitration. ccnmission regul-atron
180.2(d) (1) allcns resolution of diqxrtes based solely qr hritten suhriLissicns
bty tlE parties wten the claJrns of tle par-ties, includJrq ccr:nterclajrns are il
tlE aggrregate rorth S2500 or Iess. leA's prq>offif its
6de rm:ld allsw resolution of disprtes based so]ely on writt€n iuEnissiqrs
if the custsrer's claim does rpt exceed S1500. Nc llErltion of t]n vah:e of
any co:njiEffi is nrade. Tn order for tle Division to reqnrErd Ccnmissicrr
al:1>ro\ral of tle prcposed aren&rent, NFA rust sutndt a revis€d version of tle
arer&Ent rvh-ich includes olnterclaiJtls iI tlre assesgrent of tle total valle
of tle claim. lte Division also suggests that tlE NFA nake a sirilar techni-
ca1 arerftrent to its preosed arerdlEnt to 54 (a) , so that tte va}:e of aq.
ccunterclaijrls will be tal€n into ac6.Int wt|en deterndni'g tle size of tle
panel. If such a technica r arErdrcnt is not prcposed by MA, t}Ie current
proposal qrld be @nstrued as vioLaLive of S5a(111 of tle Ccnnod.ier Dcclrange
Ag't and 17 C.F.R. 5180.2 because it rrufd be wrfair and jnequitable to allor
one person panels to decide cases in v*rich custctrers with snal]. clairns happen
to have large co\rnt€rc1ai:rs agailst tten.

StE.rld lDr.l have any qtEstiqts rcgardfurg this inatter, please ontaet ne
at (202) 254-8955. Divisisr staff will nrake a reccnnerdation to the Ccrmis-
siqr as soon as possible after receiving lrcur response to this letter.

Sircerely,

staff Attornev



UNITED STAT€S OF AMERICA

COMMODITY TUTURES TRADING COMMISSION
203ii K Street, N.W.

Wsshington, D.C. 20581

Septerber 30, 1982

OCT 6 a 1992

lf. rcbert K. WilrEuth
President and Chief E{ecutive Officer
National Fbtures Associatidl
200 liest Madison Street
Ctricago, Illbois 60606

Re: Prcposed Arer6rents to National- F.utures
Assocj.ation Articles of Incorporation,
Bylaws, Ccrpliance R:Ies and Financial
fequirsrEnts

Dear l&. WiLnrnth:

By letter dated Argust 27 | 1982, tJre National F\rtures Assciation('liFA') sutrdtt-ed tlle abcve proposed rule atren&€nts for ccrnnission al4)rovarprr$ant to sestion 17 (j) of the cornndity E(ctiange Act. NFA also sunrt-ttea
prcposed arTen&rents to its Code of Arbitration, but tlle Ccnnr.ission has
deferred consideration of tlese anen&rents as requested bv NFA,s Ceneral
ccursel, Mr. Harrison, pendi,rg Board considerati6n of ruritrer anen&rEnts wtLich
w'i11" ensure that tle anended C.ode onforms to Cqnrlission regulations.

Ttris is to inform ycu that the Ccnmission ap,provd, F.lrsuant to Section
17{;} of t}E Act, t}e proposed anEndrEnts to NFA,S erticles- of Incorporation,q'ia"'s, CorpUance Rrles, ard F:-l..a-':cial- Requirer',enr-s on Sep';:anrber 30; L9g2 _
Qecif ically, tlre Ccrrnission appro."ed t}le afi€ndrEnts to ar'.icle III Section
2 (t) (i) , Article VIII SecLion 3 (b) , q/la; 703, a-.id Bytaw 1301 (b) and' (c) ; new
CcrFirence Rlles 2-11 a d 2-I2 ard Fira:rcial Requi.ra'rent Section Ag-a; and tfre
ren'rteri::g of forr,er Ccrrplialce Rlle 2-11 to 2:13, Ttre Ccr,njssion has also
&t€.!!i.r-rEC, p]rsJart to Sec.,j.on 17(j), tlat these rules rla)- go into effect.
ir.rE5jately, ratler ti,arl ti.i:ty oays frcxn the date of Ccrmrissj-on approval.

In considerjlg tle prcposed arerd-,Enlrs to l{FA B}.taws i301 (b) anC
L30i(c), tlE Ccrrtr ssion recognized tliat NfA necessarj.ly has devised a struc-
ture of fees end assesslEr:r-c wir,bout prior eryerience as to tlre size of its
reli:ership, tlp nnber of trarsaclions which nav be exealted \' or through its
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nerbers, or tlE cperational costs wtrich it !,rould jrcur in fulfillj:Ig its self-
regulatory responsibilities under ttte Act, hh-ile tlle Ccnmission is rpt a*are
of ar,y i.nfornetion rrrlr:ich wculd suggest t.i.lat tl1e fees contained in tle proposed
rules are not fair and equitable, it appreciat€s tbat acEual eq=rience nay be
necessary before a definilive onclusion can be reached. eccordilgly, tle
Ocnmissiqr has directed its staff to nDnitor tbe c{Eration of t}ese fees in
Iight of NEArs r€gulatory costs and to r€guest, frcrn tiJrE to tille, doctrenta-
tion ard flrrtlEr juscification for the fee schedrles.

Verlt trulY lurrs '

Jane K. Stuckey
Secretary of the Ccnmissist


