H F H NATIONAL FUTURES ASSOCIATION
200 W. MADISON ST. * CHICAGO, IL » 60606-3447 = (312) 781-1300
December 4, 1992

| Ms. Jean A. Webb
| Secretariat

Commodity Futures Trading Commission
| 2033 K Street, N.W.

Washington, D.C. 20581

! Re: National Futures Association: Proposed Amendment to
Section 10(g) and Adoption of Section 17 of NFA’s Code

| of Arbitration; Proposed Amendment to Section 10(g) and

| Adoption of Section 16 of NFA’s Member Arbitration
Rules; Proposed Amendments to NFA Registration Rules

‘ 203(a) (1) and 209; Proposed Interpretive Notice to NFA

| Registration Rule 402; and Proposed Amendments to NFA
Registration Rules and NFA Bylaw 3Q1(h) (vii)

Dear Ms. Webb:

\ Pursuant to Section 17(j) of the Commodity Exchange

| Act, as amended, National Futures Association ("NFA") hereby
submits to the Commodity Futures Trading Commission ("Com-

‘ mission") a proposed amendment to Section 10(g) and the adoption
of Section 17 of NFA’s Code of Arbitration; a proposed amendment

‘ to Section 10(g) and the adoption of Section 16 of NFA’s Member

| Arbitration Rules; proposed amendments to NFA Registration Rules
203(a) (1) and 209; a proposed Interpretive Notice to NFA Regis-

‘ tration Rule 402; and proposed amendments to NFA Registration
Rules and NFA Bylaw 301(h) (vii). These amendments were approved
by NFA’s Board of Directors ("Board") at its meeting on November

| 19, 1992. NFA respectfully requests Commission review and
approval of the amendments.

‘ PROPOSED AMENDMENTS

‘ a. Proposed amendment to Section 10(g) and adoption of Section

| 17 of NFA’s Code of Arbitration and proposed amendment to
Section 10(g) and adoption of Section 16 of NFA’s Member

‘ Arbitration Rules (additions are underscored):

CODE OF ARBITRATION

* * %
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S8ection 10. Award, Settlement and Withdrawal.

* * *

(g) Failure to Comply.

The failure of a Member or employee thereof, or Associate,
to comply with an award or a settlement agreement shall be
grounds for disciplinary action under NFA Compliance Rules
(see Compliance Rule 2-5). When any Member or employee
thereof, or Associate, fails to comply with an award within
30 days from the date of service of the award by NFA or

fails to comply with a settlement agreement within 30 davys
after NFA terminates the arbitration proceeding pursuant to

Section 10(h) or such other peried as specified in the award
or settlement agreement, and unless there is pending a
request to modify the award under Section 10(c) or an appli-
cation to vacate, modify or correct the award in a court of
competent jurlsdlctlon, that Member or Associate may, on 30
days written notice, be summarily suspended by the President
-until such award or settlement agreement has been satisfied.
Any Member or Associate subject to a summary suspension may,
within 30 days of the date of service of the Notice of
Suspen31on, appeal the suspen51on to the Commission and may,
within ten days of service of the Notice of Suspen51on
petition the Commission for a stay of the suspension.

* * *
Section 17. Agreements Conflicting with the Code.

This Code shall supersede any provision in an agreement
entered into between the parties, either before or after a
dispute arises, if the provision in the agreement contra-
dicts or limits the Code or imposes additional obligations
on NFA or the arbitrators. However, in the Secretary’s
discretion, the provision may be applied to NFA arbitration
if the agreement names NFA as the arbitration forum or the
parties consent in writing to apply the provision to NFA

arbitration.

* * *

MEMEBER ARBITRATION RULES
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%* * *

Section 10. Award, Settlement and Withdrawal.

* * *
(g) Failure to Comply.

The failure of a Member or Associate to comply with an award
or a settlement agreement or to pay any fee assessed under
Sections 11 or 12 shall be grounds for disciplinary action
under NFA Compliance Rules (see Compliance Rule 2-5). When
any Member or Associate fails to comply with an award or pay
‘any fee within 30 days from the date of service of the award

by NFA or fails to comply with a settlement agreement within
30 days after NFA terminates the arbitration proceeding
pursuant to Section 10(h) or such other period as specified

in the award or settlement agreement, and unless there is
pending a request to modify the award under Section 10(c) or
an application to vacate, modify or correct the award in a
court of competent jurisdiction, that Member or Associate
may, on 30 days written notice, be summarily suspended by
the President until such award or settlement agreement has
been satisfied. Any Member or Associate subject to a sum-
mary suspension may, within 30 days of the date of service
of the Notice of Suspension, appeal the suspension to the
Commission and may, within 10 days of the date of service of
the Notice of Suspension, petition the Commission for a stay
of the suspensicn. :

* * *

Section 16. Agreements Conflicting with the Rules.

These Rules shall supersede any provision in an agqreement
entered into between the parties, either before or after a
dispute arises, if the provision in the agreement contra-
dicts or limits the Rules or imposes additional obligations
on NFA or the arbitrators. However, in the Secretary’s
discretion, the provision may be applied to NFA arbitration
if the agreement names NFA as the arbitration forum or the

parties consent in writing to apply the provision to NFA
arbitration.
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B. Proposed Interpretive Notice Regarding Testing Exemption for
Certain Commodity Trading Advisors:

INTERPRETIVE NOTICE
TO REGISTRATION RULE 402

CTAs Trading Primarily in Securities

The Board of Directors has granted the Director of
Compliance the authority to waive the Series 3 examination
for certain individuals associated with commodity trading
advisors who are required to register solely because their
securities advisory services include advice on the use of
| futures and options for risk management purposes. The
individual or firm requesting the waiver must provide a
written description of the facts which qualify the indivi-
dual or firm for a waiver. The Director of Compliance’s
decision will be final.

The Director of Compliance is -authorized to waive the

| Series 3 examination for a CTA and its APs if: 1) the CTA

| 1s subject to regulation by a federal or state regulator; 2)
for each customer for whom the CTA provides futures trading
advice such advice is incidental to securities advisory
services provided by the CTA to such customer; and 3) the
futures trading advice offered by the CTA is for hedging or
risk management purposes.

Waiver requests should be directed to:

Director of Compliance
National Futures Association
200 West Madison Street
Suite 1500

Chicago, Illinois 60606-3447

C. Proposed Amendments to NFA Registration Rules 203 (a) (1) and
209 (additions are underscored and deletions are placed
~within brackets):

REGISTRATION RULES

* * *
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Rule
(a)
(1)

Rule

(a)

(1)

(2)

(b)

203. Registration Fees.

Amount.

Associated Person. Except for Forms 8-R submitted in
accordance with Rule 209(d), [E]each Form 8«R submitted

in connection with the registration of an associated
person must be accompanied by a fee of $70. Each Form

8-R_submitted in connection with the registration of an
associated person in accordance with Rule 209(d) must
be accompanied by a fee of $50.

* * *

209. Alternative to the Fingerprint Filing Requirement
in Certain cases.

Any person who is required by these Rules to submit a
fingerprint card may file, or cause to be filed, in
lieu of such card:

a legible, accurate, and complete photocopy of a fin-
gerprint card which has been submitted to the Federal
Bureau of Investlgatlon for identification and appro-
priate proce551ng and each report, record, and notation
made available by the Federal Bureau of Investigation
with respect to that flngerprlnt card if such iden-
tification and preocessing has been completed satis-
factorily by the Federal Bureau of Investigation not
more than ninety days prior to the filing with NFA of
the photocopy; or

a statement that such person s application for
[initial] registration in any capacity has been granted
within the preceding ninety days, [except that the
provisions of this paragraph shall not apply to any
person who) unless the person was not required to file
a fingerprint card in connection with such application
for initial registration.

Each photocopy and statement filed in accordance with
the provisions of paragraph (a) (1) or (a) (2) of this
Rule must be signed and dated. Such signature shall
constitute a certification by that individual that the
photocopy or statement is accurate and complete [and
must be made by:].




NAR

Ms. Jean A. Webb December 4, 1992

(1)

(2)

[WwlWith respect to the fingerprints of an associated -
person(:], the photocopy or statement must be executed
by an officer of the sponsoring corporation, a general
partner of the sponsoring partnership, or the spon-
soring sole proprietor [sponsor]; and

[W]Hith respect to the fingerprints of a principal[:],
the photocopy or statement must be executed by an of-
ficer, if the futures commission merchant, introducing
broker, commodity pool operator, commodity trading
advisor, or leverage transaction merchant with which
the principal will be affiliated is a corporation; a
general partner, if a partnership; or the sole pro-
prietor, if a sole proprietorship.

In lieu of submitting a fingerprint card in accordance
with the provisions of Rules 204(a)(2) and 208, any
futures commission merchant, introducing broker, com-
modity trading advisor, commodity pool operator or
leverage transaction merchant that has ‘a principal who
is a director but is not alsoc an officer or employee of
the firm {an "outside director") may file with NFA a
Notice Pursuant to CFTC Requlation 3.21(c). . A firm
that has filed a Notice Pursuant to CFTC Requlation
3.21(c) with respect to an outside director described
therein must file with NFA on behalf of such_ outside
director a Form 8-R completed in accordance with the
instructions thereto and executed by the outside direc-
tor. The exemption provided for by this paragraph is
limited solely to the outside director’s fingerprint
requirement and does not affect any other duties or ‘
responsibilities of the firm or the outside directors
under these Rules. In appropriate cases, NFA may
require additional information from the firm with
respect to any outside director referred to _in the
Notice Pursuant to CFTC Reaqulation 3.21(c).

Any sponsoring registrant which is filing Form 8-R on

behalf of an associate erson applicant pursuant to
Rule 801 ma in lieu of submitting a fingerprint card

for the applicant, represent in the electronic filing
that, within the last 90 days, an application for
registration as a General Securities Representative has
been filed on behalf of the applicant with the National
Agsociation of Securities Dealers, Inc. and that a
fingerprint card containing the applicant’s finger-
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prints accompanied the application. By directing the
computer to process the electronically filed form
containing this representation, the sponsoring reqgis-
trant certifies to the accuracy of this representation.

* * *

D. Proposed Amendments to NFA Registration Rules and NFA Bylaw
301(h) (vii)

The proposed amendments to NFA’s Registration Rules and
NFA Bylaw 301 (h) (vii) are set forth in the attachment to this
letter. The attachment also reflects the aforementioned proposed
amendments to Registration Rules 203 (a) (1} and 209, as well as
the amendment to Registration Rule 801 as proposed in a separ-
ately submitted letter to the Commission dated November 25, 1992.

EXPLANATION OF PROPOSED AMENDMENTS

A. Explanatlon of Proposed Amendment to Section 10(g) and
Adoption of Bection 17 of NFA’s Code of Arbitration and
Amendment to Section 10(g) and Adoption of SBection 16 of
NFA’s Member Arbitration Rules

There have been a number of instances where NFA’s Arbi-
tration Department is informed that a case has settled, but the
Member or Associate who agreed to settle the Demand for Arbi-
tration does not pay the customer as agreed. In many cases, NFA
staff does not find out that the settlement has not been paid
until after staff has canceled the hearing, released the arbi-
trators and closed the case. Generally, there is no dispute
about whether or not the parties have, in fact, agreed to a
settlement. Rather, it has been NFA’s experience that certain
Members or Associates agree to a settlement, but walk away from
the agreement after NFA terminates the proceedlng While NFA has
the discretion to reopen the case and proceed with the arbi-
tration, NFA’s resources could be more eff1c1ently used if NFA’s
authority to summarily suspend a Member or Associate for failing
to comply with an arbitration award was expanded to include
settlement agreements which are not honored.

The proposed amendments to Section 10(g) of NFA’s Code
of Arbitration ("Code") and NFA’s Member Arbitration Rules
("Rules") authorize NFA’s President to suspend a Member or
Associate who fails to comply with the terms of a settlement
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within 30 days after NFA terminates the proceeding or as other-

wise provided in the parties’ settlement agreement. This change
to the arbitration rules affords parties who settle their claims
the same protection as parties who receive arbitration awards.

Further, even though suspension is basically a self-
executing procedure, steps will be taken to ensure that a Member
or Associate is not suspended unfairly. After receiving notifi-
cation that a Member or Associate is not living up to the terms
of the settlement, NFA staff would inquire to see if there is a
dispute over whether the case settled and whether the settlement
has been paid. If there is no dispute, NFA will initiate suspen~
sion proceedings. However, if there is a dispute over the
settlement, NFA staff will review the matter and, if appropriate,
exercise our discretion not to suspend the Member or Associate.
This is the same procedure currently followed before suspending a
Member for failure to pay an award.

NFA’s arbitration proceedings are governed by NFA’s
rules.- While NFA fully supports Members’ rights to include
clauses governing arbitration in written agreements with cus-~
tomers or other Members and Associates, it is our experience that
written agreements between the parties sometimes interfere with
NFA’s ability to provide an effective forum because the agree-
ments conflict with certain provisions under NFA’s arbitration
rules. Other arbitration forums of self-regulatory organizations
whose experience has been similar to NFA’s also maintain that
their arbitration rules supersede the parties’ written agree-
ments. However, both the National Association of Securities
Dealers, Inc. and the New York Stock Exchange have recently
codified this view in a rule prohibiting contractual provisions
in pre-dispute arbitration agreements which are inconsistent with
their arbitration rules.

The proposed adoption of Section 17 of the Code and
Section 16 of the Rules follow the lead of the NASD and the NYSE
but take a more flexible approach. Under proposed Sections 17
and 16, contractual provisions which are inconsistent with NFA
rules may be honored with the consent of all of the parties and
NFA. For example, NFA’s arbitration rules make it clear that the
place of the hearing shall be determined in the sole discretion
of the Secretary. For customer cases, it is NFA’s policy to hold
a hearing in a city mutually agreed upon between the parties
after the dispute occurs (i.e., in the Demand and Answer) or one
of the customer’s choice, absent extenuating circumstances.
However, there is an increasing number of cases where Members
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raise the existence of a site selection clause, asserting that
NFA should honor the pre-determined site agreed upon between the
parties.

There are cases where NFA does honor the agreed-upon
choices listed in the partles’ agreement and staff does not want
to discourage Members from using site selection clauses. Under
most circumstances we have no problem honoring a reasonable
clause that was knowingly entered into between the parties. In
fact, NFA generally follows the parties’ written agreement in
selectlng the hearing location in Member-to-Member cases. But
NFA should not be forced to honor a site selection clause if
doing so would create an unnecessary hardship for NFA. .

Proposed Section 17 of the Code and Section 16 of the
Rules make it clear to the parties that they cannot by contract
agree to override NFA’s arbitration rules, unless the parties and
NFA consent in a particular case. They also state that NFA’s
arbitration rules supersede any agreement between the parties
that governs arbitration.

B. Explanation of Proposed Interpretive Notice to Registration
Rule 402

At its meeting on May 21, 1992, the Board approved new
NFA Registration Rule 402 and its Interpretlve Notice. Essen-
tlally, Registration Rule 402 and 1ts Interpretlve Notice autho-
rize NFA’s Director of Compliance to waive the Series 3 profi-
ciency testing requlrement for certain commodity pool operators
which trade primarily in securities. On July 15, 1992, NFA
submitted Registration Rule 402 to the Comm1551on and the rule
became effective on August 1, 1992. NFA proposes expanding Rule
402 and its Interpretive Notlce to grant commodity trading
advisors and their associated persons ("APs") a testing waiver
similar to that given to commodity pool operators.

Under the proposed Interpretlve Notice, the Director of
Compliance is authorized to waive the Series 3 examination for a
CTA and its APs if: 1) the CTA is subject to regulation by a
federal or state regulator; 2) for each customer for whom the CTA
provides futures trading advice such advice is incidental to
securities advisory services provided by the CTA to such cus-
tomer; and 3) the futures trading advice offered by the CTA is
for hedging or risk management purposes.
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cC. Proposed Amendments to Registration Rules 203(a) (1) and 209

Over half of the individuals who apply for registration
as an AP with NFA are sponsored by NFA Members which are also
registered as securities broker-dealers with the National Asso-
ciation of Securities Dealers ("NASD"). In many cases, these AP
applicants apply concurrently for registration as a general
securities representative ("GSR") with the NASD.

As part of their respective registration processes,
both NFA and the NASD require applicants to submit fingerprint
cards with their applications which are forwarded to the Federal
Bureau of Investigation ("FBI") for a criminal background check.
Upon completing the background check, the FBI issues a report to
the submitting organization. As a result, there is significant
duplication of effort in cases where an individual applies
concurrently for registration as an AP and a GSR. The individual
is required to obtain two fingerprint cards (one for NFA and one
for the NASD), the FBI runs two separate background checks on the
same fingerprints and identical reports are issued to NFA and the
NASD.

NFA has been working with the NASD in developing a
proposal which will eliminate this duplication of effort by
permitting individuals applying for registration as both APs and
GSRs to submit one fingerprint card with their application to the
NASD. Under the proposal, the NASD will be responsible for
submitting the fingerprint card to the FBI and for providing NFA
with the results of the fingerprint check through the Central
Registration Depository ("CRDY).

Over the last two months, NFA has been receiving the
NASD’s fingerprint card results over the CRD and has been check-
ing the results it receives from the FBI with the results pro-
vided by the NASD. To date, there has not been one instance
where the NASD has indicated that an individual had cleared the
fingerprint check while the FBI report received by NFA indicated
otherwise. Based on these results, NFA is confident that obtain-
ing this information through the NASD rather than directly from
the FBI will not impact the reliability of the results.

From a processing standpoint, individuals who are
seeking both AP and GSR registration will be required to indicate
at the time of application with NFA that the fingerprint card has
been sent to the NASD. Since only NASD registered broker-dealer
firms would be eligible for the alternative fingerprint filing,
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staff believes that there must be some control over the firms
that will have the ability to represent that the fingerprint card
has been sent to the NASD. NFA recommends, therefore, that, at
least initially, the alternative fingerprint filing be adminis-
tered through the direct entry program. By doing so, NFA can
tailor the screens to which a firm has access and therefore
eliminate the possibility that a non-broker dealer firm would
erroneously indicate that the fingerprint card had been sent to
the NASD.

Clearly, this proposal will be beneficial to both NFA
and the applicant’s sponsoring firm. NFA will be relieved of the
administrative burden of processing the fingerprint card and the
sponsoring firm will realize savings associated with the cost of
the second fingerprint card. NFA will also save the $23 FBI
processing charge, reducing NFA’s cost of processing the applica-
tion from approximately $140 to approximately $120. This cost
savings would be passed on to the applicant’s sponsor,

The proposed amendment to NFA Registration Rule 209
permits sponsoring registrants which file AP Forms 8-R through :
direct entry to meet the fingerprint filing requirement by filing
the card with the NASD. The proposed amendment to Registration
Rule 203(a) (1) reduces the filing fee for applicants using the
alternative fingerprint filing option under Rule 209(c).

D. Proposed Amendments to NFA Registration Rules and NFA Bylaw
301(h) (vii)

As you know, the Commission recently amended its Part 3
Regulations relating to statutory disqualifications from regis-
tration. In addition to amending its rules governing statutory
disqualification procedures, the Commission has clarified and
simplified other areas of its registration rules. Some of these
amendments serve to codify or expand the availability of exemp-
tions previously made available on a case-by-case basis by the .
Commission’s Division of Trading and Markets.

As a result of the amendments to the Commission’s
registration rules, it is necessary that NFA adopt conforming
amendments to its Registration Rules ("Rules"). In addition to
revising its Rules to conform with those of the Commission, NFA’s
proposed modifications reorganize somewhat the current format,
codify current practices and procedures and provide for situa-
tions which were not contemplated when the Rules originally were
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drafted. The proposed revisions to the Rules alsoc include
certain technical and stylistic amendments which make the Rules
more readable.

The revisions to Part 100 of the Rules entitled "Defin-
itions" clarify the definition of certain terms, define several
additional terms to make the Rules more understandable and
conform NFA’s definitions with those recently adopted by the
Commission. The proposed modifications to the Part 200 Rules
entitled "Registration Requirements and Procedures" involve
certain organizational changes, as well as changes which conform
the Rules to the recent Commission amendments. Most notably, the
proposed changes eliminate the majority of the prohibitions on
dual and multiple associations of associated persons, simplify
the rule concerning changes requiring new registration and
addition of principals, and provide an exemption to the finger-
print filing requirement for outside directors if such directors
comply with certain specified conditions.

' The proposed amendments to Part 300 of the Rules
entitled "Temporary Licenses," contain all provisions relating to
temporary licensing procedures. For instance, information
previously set forth in Rule 206 concerning the temporary licens-
ing of an AP who has applied for registration with a new sponsor
now is set forth in proposed Rule 301(b). The proposed amend-
ments also codify several policies and procedures relating to
temporary licenses. '

The proposed amendments to the Part 500 Rules reflect
the changes promulgated by the Commission by allowing applicants
who are disqualified from registration under Section 8a(2) of the
Commodity Exchange Act the right to present evidence of mitiga-
tion and rehabilitation; however, the amendments also make clear
that such individuals bear a heavier burden of proof. The
proposed amendments further mirror the Commission’s revised rules
by: (1) allowing NFA staff to file motions for summary judgment
with a designated Subcommittee of the Membership Committee: (2)
providing for settlement offers and telephonic hearings; and (3)
setting forth procedures to 1ift conditions or restrictions
imposed upon a registration. They also provide the Subcommittee
with guidance concerning the issues it should address in its
written decisions. Finally, the proposed amendments to the Part
700 Rules allow NFA’s President to designate one or more NFA
employees to serve as Deputy Record Custodian.
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_ NFA Bylaw 301(h) currently provides that the membership
or associate membership of any person may be summarily terminated
under a number of circumstances. However, NFA Bylaw 301 (h) (vii)
provides that in order to terminate the membership or associate
membership of any person whose registration has been revoked, an
adverse proceeding must be instituted pursuant to Bylaw 301(g).
The proposed amendment to Bylaw 301(h) (vii) streamlines and
simplifies the provisions for terminating the membership or asso-
ciate membership of a person who no longer meets the qualifica-
tions set forth in the Bylaws for continuation as a Member or
Assocliate. Specifically, the amendment allows the membership of
any Member or person associated with a Member whose registration
has been revoked to terminate without further notice.

_ NFA respectfully requests that the Commission review
and approve the proposed amendments to NFA Code of Arbitration,
NFA Member Arbitration Rules, Interpretive Notice to NFA Regis-
tration Rule 402, NFA Registration Rules and NFA Bylaw 301. NFA
further requests that the amendments be declared effective upon
Commission approval.

Respectfully submitted,

YRR
Daniel J. Roth:
General Counsel

DJR:cm(sub/120492)
Enclosure

cc: Chairman Wendy L. Gramm
Commissioner Fowler C. West
Commissioner William P. Albrecht
Commissioner Sheila €. Bair
Commissioner Joseph B. Dial
Andrea M. Corcoran, Esq.
Dennis P. Klejna, Esq.
Joanne T. Medero, Esq.
Alan L. Seifert, Esq.
Susan C. Ervin, Esq.
Lawrence B. Patent, Esqg.
David Van Wagner, Esg.
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REGISTRATION RULES
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PART 100, DEFINITIONS

Rule 101. Definitions.

As used in these Rules -

(a)

(b}

"Act" - means the Commodity Exchange Act, which is contained

in Title 7 of the United States Code.
“Applicant" -« means a person seeking registration under the

ct as a futures commission merchant, introducin roker
commodit ool operator, commodity trading advisor or lever-

age transaction merchant, or as an associated person of any

of the foregqoing.

[(b)](e) "Associated Person" - means an associated person as

(d)

that term is used in the Act and the [R]regqulations there-
under and that is required to be registered as such under
the Act.

“Beneficial Owner" ~ any person who, without limitation,

irectly or indirect creates or uses a trust, pro

wer of attorne goling arrangement or any other con-

ract, arrangement or device with the purpose or effect o
divesting such person of beneficial ownership of a securit

or preventing the vesting of such beneficial ownership or of
avoiding making a contribution of ten percent or more of the
capital, as part of a plan or scheme to evade being deemed a
principal (as defined in paragraph (n) of this Rule) of an

applicant or registrant shall be deemed for purposes of such

paragraph to be the beneficial owner or the contributor of

capital.

t(c)](e) “Commission" or "CFTC" - means the Commodity Futures

(£)

{g)

Trading Commission.

“Commodity Interest" - means: (1) any contract for the

urchase or sale of a commodit or future delive

purchase or sale of a commodity for future delivery
requlated under the Act and rules promulgated thereunder:

and contrac reement or transaction subiject to

Commission requlation under Sectjons 4c or 19 of the Act.

"Current" - a Form 8-R is current if, subsequent to the

filing of that form and continuously thereafter. the re ig=—

trant or principal has been either registered or affiliated
with a reqistrant as a principal,




{h)

“"Foreign Futures Authority" - means any foreign government
or any department, agency, governmental body or requlatory
organization empowered by a foreign government to administer

or enforce a law, rule or requlation as it relates to a
futures or options matter.

[(d)](i) "“Listed Principal" - means a principal of a registrant

1)

with respect to whom the registrant has made all necessary
filings under these Rules,

“Henhersgig cOnmittee”‘- means an NFA Committee formed
pursuant to NFA Bylaw 701. _ _

[(e)]{k) "NFA" - means National Futures Association.

1)

{m)

"*owner" - means any person who is the holder or the benefji-

cial owner of ten percent or more of the outstanding shares

of any class of stock or has contributed ten percent or more
of the capital of an entity.

"Pergon® - means an individual, association, partnership,

corporation or trust.

[{(£)]{n) *“Principal" - means, with respect to an applicant [for

registration], a registrant, or a person required to be
registered under the Act: (1) any person, including but not
limited to a sole proprietor, general partner, officer,-
director, branch office manager, designated supervisor, or a,
person occupying a similar status or performing similar
functions, having the power, directly or indirectly, through
agreement or otherwise, to exercise a controlling influence
over its activities which are subject to regulation by the
Commission; (2) any holder or beneficial owner of ten per-
cent or more of the outstanding shares of any class of
stock; or (3) any person who has contributed ten percent or

more of the capital: Provided, however, that if such capital
contribution consists of subordinated debt contributed by an
unaffiliated bank insured by the Federal Deposit Insurance

Corporation, a United States branch or agency of an unaffil-

lated foreign bank that is licensed under the laws of the
United States and requlated, supervised and examined by

United States government authorities having re ato

responsibility for such financial institutions, or an insur-
ance company subiject to requlation by any state, such bank,

branch, agency or insurance company will not be deemed to be
a principal for purposes of this definition, provided such
debt is not guaranteed by another party not listed as a

principal,




{o)

i)

"Registrant" - means a person registered under the Act as a
futures commissjon merchant, introducing broker, commodity
pool operator, commodity trading advisor or leverage trans-

action merchant, or as an associated person of any of the
foregoing.

"Rules" - means NFA Registration Rules.

[(g)]{q) “Spomsor" - means the [registered or pending] applicant

Rule

or registrant futures commission merchant, introducing
broker, commodity pool operator, commedity trading advisor,
or leverage transaction merchant which makes the certifica-
tion required by Rule 206 [of this Chapter] for the regis-
tration of an associated person [of such sponsor or with
whom a principal is affiliated].

"Supplemental Guarantor certification Statement" - means a
statement executed by an introducing broker’s quarantor
wherein the arantor indicates its willingness to supervise
the introducing broker subject to certain conditions or
restrictions imposed by NFA’s President or its Membership
Committee under these Rules.

"Supplemental Sponsor Certification Statement" - means a
statement executed by an associated person’s sponsor wherein
the sponsor indicates its willingness to supervise the
associated person subject to certain conditions or restric-
tions imposed by NFA’s President or its Membership Committee
under these Rules.

PART 200. REGISTRATION REQUIREMENTS
AND PROCEDURES

201. Registration Requirements and Procedures.

[(Types of persons other than floor brokers subject to regu-
lation under the Act, as defined in the Act or Commission
Regulations, for which NFA has been granted registration
responsibilities pursuant to Section 8a(10) or Section 17(o)
of the Act shall be required to register if required to
register under the Act and not exempt from registration by
Commission rule or order. All persons shall be subject to
and NFA shall perform registration functions with respect to
such persons in accordance with all of the Rules governing
registrations contained in these Registration Rules
("Rules").]

NFA shall perform registration functions in accordance with
the provisions set forth in these Rules for persons other
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(a)

(b)

Rule
(a)
(1)

(8)

than floor brokers for whom it has been granted registration
responsibilities pursuant to Section 8a(10) or Section 17(o)

of the Act. NFA shall perform registration functions with
respect to persons required to register under the Act as
floor brokers in accordance with all of the Regulations
governing the reqgistration of floor brokers contained in
Part 3 of the Commission’s Regulations, except that Rule 203
of these Rules shall govern floor broker registration fees
and Part 700 of these Rules shall govern access to and
certification of floor broker records maintained by NFA.

[ [Note: Exemptions from Registration. Persons seeking
exemption from registration should refer to
Appendix A of these Rules.]]

202. Registration Processing and Notification of Registra-
tion.

NFA [will] shall notify the [registrant,] applicant, or the
sponsor in the case of an applicant for registration as an
associated person, if registration has been granted or a
temporary license issued under the Act.

Any registration form, [any] schedule or supplement thereto,
[any] fingerprint card, or other document required by these
Rules to be filed with NFA shall be deemed for all purposes
to have been filed with, and to be the official record of,
the Commission. Part 700 of these Rules [shall] governsg
access to and certification of all such registration records
maintained by NFA.

203. Registration Fees.
Amount.

Associated Person. Except for Forms 8-R submitted in accor-
dance with Rule 209(d), [E]each Form 8-R submitted in con-
nection with the registration of an associated person must
be accompanied by a fee of $70. Each Form 8-R submitted in

connection with the reqgistration of an associated person in

accordance with Rule 209(d) must be accompanied by a fee of
550=

* % &

Annual Update. Each Form 7-R submitted on an annual basis
by a futures commission merchant, introducing broker, com-
modity pool operator, commodity trading advisor or leverage
transaction merchant in compliance with [Registration] Rule
204[ (c)] (d) shall be accompanied by a fee of $100 for each
registration category.
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(10)

Rule

{a)
(1)

(2)

Late Termination Notice. Each notice required by [Registra-
tion] Rule [210(c)] 214(a) which is filed more than [20]
twenty days after the occurrence of the event requiring the
notice shall be accompanied by a fee of $100.

Disqualification Pee. A written submission to the President
filed under (Registration] Rule 504 or 505 shall be accom-
panied by a fee of $1,000 for the first submission only.

The fee shall be refunded if the President or the Membership
Committee or its designated Subcommittee finds that the
applicant or registrant is not subject to a statutory dis-
qualification.

* % &

204. Registration of Putures Commission Merchants, Intro-
ducing Brokers, Commodity Pool Operators, Commodity
Trading Advisors[,] and Leverage Transaction Merchants.

[Initialj Application for Registration.

Application for [initial] registration as a futures commis-
sion merchant, introducing broker, commodity pool operator,
commodity trading advisor([, and] or leverage transaction
merchant must be on a Form 7-R, completed and filed with NFA
in accordance with the instructions thereto.

(A) Each application for [initial] registration as a
futures commission merchant [and as] or an introducing
broker also must [also] be completed and filed in ac-
cordance with CFTC Regulation 1.10.

(B) Each application for [initialj registration as a
commodity pool operator also must [alsc] be completed
and filed in accordance with CFTC Regulation 4.13(c).

(C) Each application for [initial] registration as a lever-
age transaction merchant alsoc must {alsc] be completed
and filed in accordance with CFTC Regulation
31.13[(a)]. -

Each application for [initial] registration as a futures
commission merchant, introducing broker, commodity pool
operator, commodity trading advisor([, and] or leverage
transaction merchant must be accompanied by: (i) a Form 8-R,
completed in accordance with the instructions thereto and
executed by each natural person who is a principal of the
applicant, and (ii) [must be accompanied by} the finger-
prints of [that] such principal on a fingerprint card pro-

vided by NFA for that purpose, unless such principal is a
director who qualifies for the exemption from the finger-




(b)

rintj ) of irem ursuant to Rule 209(c). he o-

visions of this paragraph do not apply to any principal who
currently is registered with the Commission in_any capacity
or is approved as a principal of a current Commission reqgis-

trant. (The Form 8-R and flngerprlnt card need not be
filed, however, by a principal wheo is currently registered
with the Commission in any capacity or is a listed as a
principal of a current Commission registrant.]

In the case of an applicant with a principal that is not a
atural person, the applicant’s Form 7-R also must be accom—
panied by a Form 8-R, completed in accordance with the
instructions thereto and executed by each natural person who
is the owner of the entity that is a non-natural person
principal listed on the applicant’s Form 7-R. If all of the

rincj of an applicant’s non-natural person a
are a non-natural persons, the Form 7-R must be accom-—

panied by a Form 8-R and fingerprints for each natural
person that is an owner of such non~natural persons. The
Form 8-R must be accompanied by the fingerprints of such
natural person on a fingerprint card provided by NFA for
that purpose: Provided, however, that the provisions of this
paragraph shall not apply if the non-natural person prin-
cipal: (i) files reports under the Securities Exchange Act
of ;934; (ii) has filed a reglstrat;on statement under the
Se i t of

the Securities anpd Exchange Commission: iv) i n_insurance
com subject to regqulation by any state; or (v) is a bank
or any other financial depository institution subject to
requlation by a state or'by the United States. The pro-
visions of this paragra also do not apply to anvy natural

person who has a current Form 8-R on file with the Commis-
sion or NFA or who has had filed on his behalf a Form 8-R
and a fingerprint card pursuant to Rule 204(a)(2). However,
NFA may waive the requirement to file a Form 8-R and a
fingerprint card if such natural person: (i) is a foreign

national who is requlated by a foreign futures authorit
that ovides information to NFA concerni acts whic

would congtitute a potential statutory disqualification and
whether such person is in good standing with the foreign

utures autherjity: (i has bee ante n _exemptio der
CFTC Re tion 30.10; or (jii) is emploved bv o rin-
cipal of a fi which has bee ranted a xemption under
CFTC Re ation 30.10. appropriate cases FA may re-

gglre further information from the appllcant with respect to
any natural person or entity referred to in this paragraph.

Withdrawal of Application. Failure of an applicant to
respond to a written request by NFA for clarification of
application information, to resubmit fingerprints in accord-
ance with such request, or to pay the required reaistration




€ pursuant tc Rule 203(a hall be deemed to constitute a

withdrawal of the applicant’s registration application and
shall result in the immedjate termination of an introducing

b er applicant’s tempora license,
[(D)](c) Duration of Registration.

(1) A person who becomes registered as a futures commission
merchant, introducing broker, commodity pool operator,
commodity trading advisor, or leverage transaction merchant
in accordance with [paragraph (a) of] this Rule [will re-

main] shall continue to be so registered until [such regis-
tration is suspended, revoked, terminated, or withdrawn] the

effective date of any revocation or withdrawal of such
registration. Such person is prohibited from engaging in
activities requiring registration under the Act or from
representing himself to be a_registrant under the Act or the

representative or agent of any registrant during the pen-

dency of any suspension of such registration.

{2) A person registered as an introducing broker who was a party
to_a quarantee agreement with a futures commission merchant
. in accordance with CFTC Re ation 1,10(4) will be deemed to
. have requested a withdrawal of its registration effective
' thirty days after the termination of such guarantee agree-

ment unless the procedures set forth in CFTC Requlation
1.10(j)(8) are fqllowed.

[(c)]{d] [Periodic] Annual Filings. [Any person who becomes
registered as a futures commission merchant, introducing
broker, commodity pool operator, commodity trading advisor,
or leverage transaction merchant in accordance with para-
graph (a) of this Rule shall be required to file a properly
completed Form 7-R with NFA annually on a date specified by
NFA. Failure to file the Form 7-R and pay the required
annual update fee pursuant to Registration Rule 203(a) (8)
within 30 days following such date will be deemed a request
for withdrawal from registration. On at least 30 days
written notice, and following such action, if any, deemed
necessary by the CFTC or NFA, NFA may grant the request for
withdrawal from registration.] On an annual basis, NFA
sha ovi each futures commission merchant, introducin
broker, commodity pool operator, commodity trading advisor,

and leverage transaction merchant registered in accordance
with this Rule with a printout of its Form 7-R currently on
file with NFA. The registrant shall review the information
contained in such pre-printed Form 7-R, make any necessary
corrections or changes to such information and submit the
pre-printed Form 7-R to NFA on the date specified therecn
accompanied by the required annual update fee pursuant to
Rule 203(a)(8)., NFA shall deem the failure to file the Form
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(a)
(1)

(2)

7-R _and pay the required annual update fees within 30 days
following such date a request to withdraw from registratjon,
and shall notify the registrant accordingly.

205. [Reporting of Principals.] [Reserved]

[Within twenty days after any natural person becomes a prin-
cipal of an applicant or registrant subsequent to the filing
of a Form 7-R in accordance with Rule 204 of this Chapter,
(see, however, Rule 208 which may require a new registra-
tion), the registrant must file a Form 3-R indicating such
change and a Form 8-R for each such person. The Form 8-R
must be completed by such principal in accordance with the
instructions thereto and must be accompanied by the finger-
prints of that principal on a fingerprint card provided by
NFA for that purpose. The Form 8-R and fingerprint card
need not be filed, however, by a principal who is currently
registered with the Commission in any capacity or a listed
principal of a current Commission registrant.]

206. Registration of Associated Persons of Futures Commis-
sion Merchants, Introducing Brokers, Commodity Pool
Operators, Commodity Trading Advisors, and Leverage

- Transaction Merchants.

[Initial] Application for Registration.

Application for ([initial] registration as an associated
person of a sponsor must be on a Form 8-R, completed and
filed with NFA in accordance with the instructions thereto.

No person will be registered as an associated person in
accordance with paragraph (a) of this Rule unless an officer
of the sponsoring corporation, a general partner of the
sponsoring partnership, or the sponsoring sole proprietor
[sponsor] has signed and dated [a certification] the

Sponsor’s Certification Statement on the Form 8-R [by which

application for registration is made] thereby stating that:

(A) [that] it is the intention of the sponsor to hire or
otherwise employ the applicant as an associated per- -
son[, )i [and that] it will do so within thirty days
after the receipt of the written notification provided
in accordance with paragraph (a)(4) of this Rule(,]:
and [that] the applicant will not be permitted to
engage in any activity requiring registration as an
associated person until the applicant is registered
[or temporarily licensed] as such in accordance with

this Rule or temporarily licensed as such in accordance
with Part 300 of these Rules:




(3)

(4)

[ (b}
[(1)

(B) ([that] the sponsor has verified the information sup-
plied by the applicant in response to the questions on
the Form 8-R which relate to the applicant’s education
and employment history during the preceding three
years:; and

(C) (that] to the best of the sponsor’s knowledge, informa-
tlon[ ] and belief, all of the publicly available
information supplled by the applicant on the Form 8-R
is accurate and complete.

Each Form 8-R filed in accordance with this Rule must be
accompanied by: (i) the fingerprints of the applicant on a
fingerprint card provided by NFA for that purpose [and by]l:
(ii) satisfactory evidence that the applicant has satisfied
the applicable proficiency requirement set forth in Part 400
of these Rules[.]: and ({iii e registration fee required

by Bule 203(a) (1).

When NFA determines that an applicant for registration as an
associated person [is not unflt] appears fit for such regis-
tration, it will prOV1de written notification {in writing])

-£o [each] the applicant’s sponsor that the .applicant’s

registration as an associated person is granted contingent
upon the sponsor hiring or otherwise employing the applicant
as such within thirty days.

Special Registration Procedures for Certain Persons.]

Ahy person whose registration as an associated person has
terminated within the preceding sixty days and who becomes
associated with a new sponsor will be temporarlly licensed
as an assocliated person of such sponsor (except in those
circumstances set forth in paragraph (b) (4) of this Rule)
upon mailing by that sponsor to NFA of a Form 8-R, completed
in accordance with the instructions thereto, containing
written certification stating:

(A) that such person has been hired or is otherwise
employed by that sponsor:

{B) that such person's registration as an associated person
in any capacity is not suspended or revoked;

(C) that such person is eligible to be registered or tempo-
rarily licensed in accordance with this paragraph (b);

(D) that the D15c1p11nary History portion of such person’s
registration appllcatlon contains no "yes" answers, or
none except those arising from a matter which has
already been disclosed in connection with a previous




(2)

(3)

(4)
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application for a registration in any capacity, if such
registration was granted, or which has already been
disclosed more than 30 days previously in an amendment
to such application; -

(E) whether there is a proceeding pending under Sections
6(b) or 8a of the Act or Part 500 of these Rules to
deny, suspend, revoke, condition, or restrict such
person’s registration in any capacity and whether NFA
within the preceding twelve months has permitted the
withdrawal of such person’s application for regis-
tration in any capacity after initiating the procedures
provided for in Rule 503; and

(F) that the sponsor has received a copy of the complaint,
letter, or notice issued if the applicant for regis-
tration has certified, in accordance with paragraph
(b} (1) (E} of this Rule, that there is a pending pro-
ceeding against him as described in that paragraph or
that NFA has permitted the withdrawal of an application
for registration as described in that paragraph.

Except as provided for in Rule 207, any person whose regis-—
tration is still in effect and who becomes associated with a
sponsoring futures commission merchant or introducing broker
will be registered as an associated person of such sponsor
(except in those circumstances set forth in paragraph (b) (4)
of this Rule) upon mailing by that sponsor to NFA of a Form
8-R, completed in accordance with the instructions thereto,
containing the written certification required by paragraph
(b) (1) of this Rule.

The certifications required by paragraph (b) (1) (A) and (F)
of this Rule must be signed and dated by an officer of the
sponsor corporation, a general partner of the sponsor part-
nership, or the sole proprietor sponsor. The certifications
required by paragraphs (b) (1) (B) through (E) of this Rule
must be signed and dated by the applicant for registration
as an associated person.

An applicant will not become registered or temporarily
licensed upon mailing of a properly completed Form 8-R
pursuant to paragraph (b) of this Rule unless such form is
accompanied by the fingerprints of the applicant on a fin-
gerprint card provided by NFA for that purpose and the
proficiency certification required by Rule 401(a) (3), if
such certification was required with the applicant’s prior
application for registration as an associated person, and a
Supplemental Sponscr Certification Statement signed by the
new sponsor, if the applicant’s prior registration as an
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associated person was subject to conditions or restrictions
pursuant to Part 500 of these Rules.

(5) A temporary license received in accordance with paragraph
(b) of this Rule will terminate five days after service upon
the applicant of a notice by NFA pursuant to Rule 504 that
such person may be found subject to a statutory disqualifi-
cation from registration.]

(b) Special Registration Procedures When Previous Sponsor’s
Registration Ceases.

{1) Any person whose registration as an associated person
in_any capacity was not subject to conditions or re-
strictions and was terminated within the preceding
sixty days because the previous sponsor’s reqistration
was revoked or withdrawn, and who becomes associated
with a new sponsor, will be reqistered as an associated

erson of such new sponsor upon the maili that new

sponsor to NFA of written certifications stating:

{A) that such person has been hired or is otherwise
employéed by that sponsor:

(B) that such person’s registration as an associated
person in any capacity is not suspended or re-

voked;

(C) that such person is eligible to be registered in
accordance with this paraqraph (b); ' ‘

(D) whether there is pending against such person an
adjudicatory proceeding brought under: (i) Sec-

tions 6(c 6(d 6c, 6 8a or 9 of the Act; (ii
CFTC Requlations 3.55 or 3.60; or (iii) NFA or

exchange rules or, if within the preceding twelve
months, the Commission or NFA has permitted the
withdrawal of an application for registration in
any capacity after instituting the procedures
provided in CFTC Requlation 3.51 or Part 500 of
these Rules and, if so; that the sponsor has been
given a copy of the notice of the institution of a
proceeding in connection therewith; .

(E) that the new s sor has ceived a co of the

notice of the institutijon of a proceeding if the
applicant for registration has certified, in ac-
cordance with paragraph (b) (1) (D) of this Rule,
that there is a proceeding pending against him as

described in that paragraph or that the Commission

or NFA has permitted the withdrawal of an applica-
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tion for registration as described in that para-

graph;
(F) that the Disci na isto of such person’s
registration application contains no "yes"
nswe ohe exce t e ising - m mat-

ter which already has been disclosed in connection
with a previous application for registration in
any capacgity jif such registration was granted, or
which was disclosed more than thirty days pre-
viocusly in an amendment to such application; and

{G) that the new sponsor will be responsible for
superviging all activities of the person in con-
nection with the sponsor’s business as a regis-—
trant under the Act.

(2) e certifications required ara s (b)(1) (A
and (G) of this Rule must be signed and dated b

an officer of the sponsoring corporation, a_ general
partner of the sponsoring partnership or the sponsoring
sole proprietor. The certifications required by para-
graphs (b) (1) (B}, (C), (D) and (F) of this Rule must be
signed and dated by the applicant for registration as
an_associated person.

(3) Upon receipt of notice from NFA, a person who is regig-
tered in accordance with the provisions of paragraph
(b) (1) of this Rule shall be required to file with NFa
his fingerprints on a fingerprint card provided by NFA
for that purpose as well as such other information as
NFA may require. NFA may require such a filing every
two years or at such greater period of time as it may
deem appropriate, after the associated person has
become associated with a new sponsor in connection with
the requirements of paragraph (b} (1) of this Rule.

(c) wWithdrawal of Application. Failure of an applicant or of a

sponsor of an applicant to respond to a written request by
NFA for clarification of application information, to resub-
mit fingerprints in accordance with such request, or to pay

the recuired registration fee pursuant to Rule 203(a
shall be deemed to constitute a withdrawa the ap-

plicant’s registration application and shall result in the
immediate termination of the applicant’s temporary license.

[(¢)](d) Duration of Registration. A person registered in
accordance with paragraphs (a) or (b) of this Rule, Rule 207
or Rule 301(b) and whose registration has. not been
[suspended, ] revoked(,] [withdrawn,] or affected by [para-
graph (b) (5) of this] Rule 301(d) (1) (A), [will] shall con~
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tinue to be so reglstered until [the termination of the
assoc1at10n of the registrant with, or the revocation,
suspension, or withdrawal of the registration of, each of
the associateq persons's sponsors] the revocaglon or with-
drawal o he istration of each of the re trant”’
sponsors, or until the cessation of the association of the
registrant with each of his sponsors. Such person will be
rohibited from e i in activitjies requiri istra-
tion under the Act or from representing himself to be a
registrant under the Act or the representative or agent of
any registrant during the pendency of any suspension of his

or his sponsor’s registration. n_accordance with Rule 214

each of the registrant’s sponsors must file a notice with

NFA on Form 8-T or on a Unifo ermination Notice fo

Securities Industry Registration reporting the termination

of the association of the associated person within twenty
days_thereafter.

[(d)]J(e) Retention of Records. ccordance with Commission

Rule

[(a)

(1)

(2)
(3)

(4)
(5)

Requlation 1.31, ([T]the sponsor must retain [in accordance
with Commission Regulation 1.31] such records as are neces-
sary to support the certifications required by this Rule,

207. [Multiplo Affiliations of Associated Personmns.])

Reporting of Dual and Multiple Associations.

Certain Dual and Multiple Associations Prohibited. No
person may be simultaneously associated as an associated
person with:

more than cone futures commission merchant, more than one
introducing broker or more than one leverage transaction
merchant;

a futures commission merchant and an introducing broker;

a futures commission merchant and a leverage transaction
merchant;

an introducing broker and a leverage transaction merchant;

a futures commission merchant and a commodlty trading
advisor for which that futures commission merchant solicits
or intends to solicit clients or prospective clients:
Provided, that a person registered as an associated person
of a futures commission merchant who solicits clients by,
for, or on behalf of that futures commission merchant, or
supervises any person or persons so engaged, shall in such
case be deemed to be associated solely with the futures
commission merchant;



(6)

(7)

(8)

(9)

(10)

(11)

(12)
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subject to the provisions of paragraph (a)(5) of this Rule,
a futures commission merchant and a commodity trading
advisor for which that futures commission merchant carries
or introduces, or intends to carry or introduce, clients’ or
prospective clients’ discretionary accounts;

a futures commission merchant and a commodity pocl operator
for which that futures commission merchant solicits or
intends to solicit funds, securities, or property: Provided,
that a person registered as an associated person of a
futures commission merchant who solicits funds, securities,
or property by, for, or on behalf of that futures commission
merchant, or supervises any person or persons so engaged,
shall in such a case be deemed to be associated solely with
the futures commission merchant;

subject to the provisions of paragraph (a)(7) of this Rule,
a futures commission merchant and a commodity pool operator
for which that futures commission merchant carries or intro-
duces, or intends to carry or introduce, the account of a
commodity pool operated by that commodity pool operator;

an introducing broker and a commodity trading advisor for
which that introducing broker solicits or intends to solicit
clients or prospective clients: Provided, that a person
registered as an associated person of an introducing broker
who solicits clients by, for, or on behalf of that intro-
ducing broker, or supervises any person or persons so en-
gaged, shall in such a case be deemed to be associated
solely with the introducing broker;

subject to the provisions of paragraph (a) (9) of this Rule,
an introducing broker and a commodity trading advisor for
which that introducing broker introduces, or intends to
introduce, clients’ or prospective clients’ discretionary
accounts;

an introducing broker and a commodity pool operator for
which that introducing broker solicits, or intends to
solicit, funds, securities, or property: Provided, that a
person registered as an associated person of an introducing
broker who solicits funds, securities, or property by, for,
or on behalf of that introducing broker, or supervises any
person or persons so engaged, shall in such a case be deemed
to be associated solely with the introducing broker;

subject to the provisions of paragraph (a)(11) of this Rule,
an introducing broker and a commodity pool operator for
which that introducing broker introduces, or intends to
introduce, the account of a commodity pool operated by that
commodity pool operator;
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(13) a leverage transaction merchant and a commodity trading
advisor;

(14) a leverage transaction merchant and a commodity pool opera-
tor; or

(15) a leverage transaction merchant and registered as a floor
broker.

(b) Permitted Dual and Multiple Associations.

| (1) A person who is already registered as an associated person

| in any capacity may become associated with a commodity
trading advisor or with a commodity poocl operator if that
commodity trading advisor or commodity pool operator files a
Form 3-R with NFA in accordance with the instructions there-
to. Such filing shall constitute a certification that:

(A) the commodity trading advisor or commodity pool operator has
verified that the associated person is currently registered
as an associated person in any capacity;

(B) the associated person is not subject to a statutory disqual-
ification as set forth in Section 8a(2) of the Act; and

(C) in addition to its responsibility to supervise that associ-
ated person, the commodity trading advisor or commodity pool
operator acknowledges that it is jointly and severally
responsible for the conduct of the associated person with
respect to the solicitation of any client’s or prospective
client’s discretionary account or the solicitation of funds,
securities, or property for a participation in a commodity
pool, with respect to any customers or option customers
common to it and any other commodity trading advisors or
commodity pool operators with which the associated person is
associated.

(2) A person who files a Form 3-R with NFA pursuant to paragraph
(b) (1) of this Rule shall become registered as an associated
person of the commodity trading advisor or commodity pool
operator upon receipt of the Form 3-R by NFA.

(c) Petitions for Exemption. Any person seeking an exemption
from the requirements of this Rule must file a petition with
the Commissicn in accordance with Commission Regulations
3.12 and 3.16.] '

(a) Except as otherwise provided for in paraqraph (d) of this

‘ Rule, any person whose registration as an associated person
still is in effect and not subject to conditions or restric-
tions may become registered as an_associated person of




(b)

(¢)
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another sponsor if the new sponsor (who must meet the re-~
guirements set forth in Rule 504(b) (2)(A) and (B)) files
with NFA a Form 3-R in accordance with the instructions
thereto. The Form 3-R must contain a certification signed
b ach sponsor that each sponsor has verified that the
associated person currently is registered as an associated
person in some capacity and that the associated person is
not subject to a disqualification from reqgistration under
Section 8a(2) of the Act. The Form 3-R also must contain an
acknowledcment that in addition to each sponsor’s responsi-
bility to supervise such associated person. each sponsor is
jointly and severally responsible for the conduct of the
associated person with respect to the:

(1) solicitation or acceptance of customer orders;

(2) solicitation of funds, securities or property for a

articipat n commodi ool ;

(3) solicitation of a client’s or prospective client’s
discretionary account:

(4) solicitation or acceptance of leverage customer orders

fo everaqge transactions: and

(5) associated person‘’s supervision of anv person or per-
sons _engadgded in any of the foreqoing solicitations or
acceptances, with respect to any customers common to it
and any other sponsor of the associated person.

An _associated person will be registered as an associated
person of the new sponsor upon receipt by NFA of a Form 3-R
filed in accordance with paragraph (a) of this Rule,

Upon receipt of notice from NFA, a person who is simulta-
neously associated with more than one sponsor in accordance
with the provisions of paragraphs (a) and (b of this Rule
shall be reguired to file with NFA his fingerprints on a
fingerprint card provided by NFA for that purpose, as well
as such other information as may be reguired. Such a filing
may be required every two years or at such greater period of
time as NFA deems appropriate after the associated person
has become associated with a new sponsor in accordance with
the requirements of paragraphs (a) and (b) of this Rule.

If a person is associated with & futures commission merchant
or an introducing broker and he directs customers seeking a
managed account to use the services of a commodity trading
advisor(s) approved by the futures commission merchant or
introducing broker and all such customers’ accounts
solicited or accepted by that associated person are carried




Rule

[(a)

(1)

(2)

(3)

(4)

(3)

(6)

(7)
(b)

- 17 -

by the futures commission merchant or introduced by the
introducing broker with which the associated person is

associated, suc son shall b eemed to be associate

solely with the futures commission merchant or introducing

broker and ma ot als egister as an associated person of

the commodity trading advisor(s).

Any person seeking an exemption from the requirements of
this Rule must file a petition with the Commission in ac-
cordance with Commission Requlation 3.12.

208. [Changes Requiring a New Registration] Reporting of
Principals

If the registrant is a futures commission merchant, intro-
ducing broker, commodity pool operator, commodity tradlng
advisor, or leverage transaction merchant, and except as
prov1ded in paragraphs (b) and (c) of thls Rule, reglstra-
tion is deemed to terminate and a new registration is re-
quired (See Rule 204) whenever a person not listed as a
principal on the registrant’s initial registration applica-
tion or any amendment thereto:

acquires the right to vote or becomes the beneficial owner
of 10% or more of the corporate registrant’s voting securi-
ties;

becomes entitled to receive 10% or more of the corporate
registrant’s net profits;

contributes 10% or more of the corporate reglstrant’s capi-
tal;

becomes a director of the corporate registrant;

becomes the chief executive officer of the corporate regis-
trant or occupies a position of 51m11ar status or performs a
similar function:

acquires ownership of the registrant’s business in the case
of a sole proprietorship; or

becomes a general partner of the registrant.

In the event of the filing of an application for registra-
tion pursuant to paragraph (a) of this Rule, if each person _
not listed as a principal on the registrant’s initial appll-
cation or any amendment thereto is currently registered in
any capac1ty or is a listed principal of a current Commis-
sion registrant, such registration shall not terminate until
the earliest of:
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(1) ninety days from the date that such change occurred;

{2) notification by NFA of the granting of the new regis-
tration; or

(3) five days after service upon the registrant of a notice
by NFA pursuant to Rule 504 that the registrant may be
found subject to a statutory disqualification from
registration.

Except in cases where paragraph (b) of this Rule applies

and the registrant chooses to file an application for new
registration under its terms, a new registration will not be
required in the event of an intended change in control as
described in paragraphs (a)(4) and (5) of this Rule, if the
registrant submits a Form 3-R to NFA prior to such change in
control and such change in control does not occur until the
registrant receives written approval from NFA. The Form 3-R
must be accompanied by a properly completed Form 8-R for
each person who will become a principal of the registrant
and by the fingerprints of that individual on a fingerprint
card provided by NFA for that purpose, except that a finger-
print card need not be provided for any individual who is
currently registered with the Commission as an associated
person or as a floor broker or is a listed principal of a
current Commission registrant. '

Any person who is registered, or who has submitted an
application for registration as an associated person of the
registrant on or prior to the effective date of the changes
described in paragraph (a) of this Rule, shall be deemed to
be registered, or to have submitted an application for
registration, as an associated person of the new regis-
trant. )

{a) Unless otherwise provided in this Rule, within twenty
days after any person becomes a principal of an appli-
cant or registrant subsequent to the filing of a Form
7-R _in accordance with Rule 204 ("new incipal"® the
applicant or registrant must file a Form 3-R indicating
such change and a Form 8-R for each such new principal
that is a natural person. The Form 8-R must be com-—

eted by such natural perscon in accordance with the

instructions thereto and must be accompanied by the

fingerprints of that natural person on a fingerprint

card provided by NFA for that purpose., If the new
principal is not a natural person, a Form 8-R and
fingerprint card shall be filed by any natural perso
who would have been required to do so_in accordance
with Rule 204(a), had the new principal been listed on
the registrant’s initial application for regqistration.




Rule

(a)

(1)

- 19 -

The Form 8-R and fingerprint card need not be filed,

however, by any natural person who has a_current Form
8-R on file,

(b) After receiving any Form 3~R filed in accordance with
paragraph (a) of this Rule, NFA may notify a registrant
that e new incipa ay be disgqualified from reqgis-
tration under Sections 8a(2) through 8a(4) of the Act
and that the registrant shall be suspended at such time
as NFA issues a notice pursuant to Rule 504 or 505 that
the registrant is disqualified from registration pur-
suant to Section 8a(2) (H) or Section 8a(3) (N) and
Section 8af(4) of the Act and that its registration may
be revoked thereunder. The registrant shall remain
suspended pending: (1) a determination by the Member-—
ship Committee or its designated Subcommittee that the
new principal appears fit to act as a principal of the
registrant; or (2) the issuance by the President of a
Withdrawal of Notice of Intent. However, in no_event
shall the registrant be suspended pursuant to the
provisions of this paragraph for a period exceeding six

months,

{c) If the registrant submits a Form 3-R listing a new
principal prior to the new principal becoming
affiliated with the registrant in the capacity which
requires the listing of such new principal, then any
notice issued by NFA pursuant to the provisions of

aragraph (b) of this Rule shall not operate to suspend
the reqgistrant’s registration. The Form 3-R must be
accompanied by a Form 8-R and fingerprint card jin _
accordance with paragraph (a) of this Rule. The new
principal may not become so affiliated with the regis-
trant until: (1) NFA provides written notice to the
registrant that the new principal appears fit to act as
a principal of the reqgistrant; or (2) the Membership
Committee or its designated Subcommittee determines
that the new principal appears fit to act as a prin-
gipal of the registrant.

209. Alternative to the Fingerprint Filing Requirement in
Certain cCases.

Any person who is required by these Rules to submit a fin-
gerprint card may file, or cause to be filed, in lieu of
such card:

a legible, accurate, and complete photocopy of a fingerprint
card which has been submitted to the Federal Bureau of

- Investigation for identification and appropriate processing
and each report, record, and notation made available by the
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Federal Bureau of Investigation with respect to that finger-
print card if such identification and processing has been
completed satisfactorily by the Federal Bureau of Investi-
gation not more than ninety days prior to the filing with
NFA of the photocopy:; or '

a statement that such person’s application for [initial}
registration in any capacity has been granted within the
preceding ninety days, [except that the provisions of this
paragraph shall not apply to any person who] unless the
person was not required to file a fingerprint card in con-
nection with such application for initial registration.

Each photocopy and statement filed in accordance with the
provisions of paragraph (a)(l) or (a)(2) of this Rule must
be signed and dated. Such signature shall constitute a
certification by that individual that the photocopy or
statement is accurate and complete [and must be made by:].

[wlWith respect to the fingerprints of an associated per-
son{:],_the photocopy or statement must be executed by an
officer of the sponsoring corporation, a general partner of
the sponsoring partnership, or the sponsoring sole pro-
prietor [sponsor]; and

[w]With respect to the fingerprints of a principal[:], _the
photocopy or statement must be executed by an officer, if
the futures commission merchant, introducing broker, com-
modity pool operator, commodity trading advisor, or leverage
transaction merchant with which the principal will be affil-
iated is a corporation; a general partner, if a partnership;
or the sole proprietor, if a sole proprietorship.

In lieu of submitting a fingerprint card in accordance with
the provisions of Rules 204(a) (2) and 208, any futures
commission merchant, introducing broker, commodity trading
advisor, commodity pool operator or leveraqge transaction
merchant that has a principal who is a director but is not
also an officer or emplovee of the firm (an "outside
director™) may file with NFA a Notice Pursuant to CFTC
Requlation 3.21(c). A firm that has filed a Notice Pursuant
to CFTC Requlation 3.21(c) with respect to an outside direc-
tor described therein must file with NFA on behalf of such
outside director a Form 8-R completed in accordance with the
instructions thereto and executed by the outside director.
The exemption provided for by this paragraph is limited

solely to the outside director’s fingerprint requirement and
does not affect any other duties or responsibilities of the
firm or the outside directors under these Rules. In appro-
priate cases, NFA may require additional information from
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the firm with respect to any outside director referred to in

the Notice Pursuant to CFTC Regqulation 3.21(c).

Any sponsoring registrant which is filing Form 8-R on behalf

of an associated person applicant pursuant to Rule 801 may,
in lieu of submitting a fingerprint card for the applicant,
represent in the electronic filing that, within the last 90
days, an application for registration as a General Secur-
ities Representative has been filed on behalf of the appli-
cant with the National Association of Securities Dealers,
Inc. and that a fingerprint card containing the applicant’s
fingerprints accompanied the application. By directing the
computer to process the electronically filed form containing

this representation, the sponsoring registrant certifies to
the accuracy of this representation.

210. Deficiencies, Inaccuracies, and Changes to Application
Information Must Be Reported.

Each applicant or registrant as a futures commission mer-
chant, introducing broker, commodity pool operator, com-
modity trading advisor, or leverage transaction merchant
must, in accordance with the instructions thereto, promptly
correct any deficiency or inaccuracy in a Form 7-R or any
Schedules[, A, B, or C to the Form 7-R] thereto which no
longer renders accurate and current the information con-
tained therein. Each such correction must be made on a Form
3-R and must be prepared and filed in accordance with the
instructions thereto. When a Form 3-R is filed by a regis-
trant for purposes of reporting a change in the form of the
organization of the registrant, the Form 3-R must be accom-
panied by a letter, signed by an appropriate signatory,
certifying that the newly formed organization will be liable
for all obligations of the pre-existing organization which
arose out of the Act or the Regulations thereunder.

Each applicant or registrant as an associated person and
each principal of a registrant must, in accordance with the
instructions thereto, promptly correct any deficiency or
inaccuracy in the Form 8-R or any supplemental statement
thereto which no longer renders accurate and current the
information contained in the Form 8-R or supplemental state-
ment. Each such correction must be made on a Form 3-R and
must be prepared and filed in accordance with the instruc-
tions thereto.

After the filing of a Form 8-R by or on behalf of any person
for the purpose of permitting that person to be an associ-
ated person of a sponsor, that sponsor must notify NFA
within twenty days after the occurrence of either:
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(1) the failure of that person to become associated with the
sponsor as an associated person or principal and the reasons
therefor; or

(2) the termination of the association of the associated person
or the association as a principal with the sponsor and the
reasons therefor.

(d) Any notice required by paragraph (c) of this Rule must be
filed on a Form 8-T or on a Uniform Termination Notice for
Securities Industry Registration. The sponsor must concur-
rently provide a copy to the person whose association has
been terminated. If the notice is filed electronically
pursuant to Rule 801, the sponsor may provide the person
whose association has been terminated with a printout of the
information which has been filed electronically. ]

Rule 211. Supplemental Filing Requirements.

(a) Notwithstanding any other provision of these Rules, NFA may,
at any time, give written notice to any applicant, regis-
trant[, applicant for registration,] or person required to
be registered:

[(2)] (1) that such person, or any individual who based upon his
relationship with that person is required to file a Form 8-R
in accordance with the requirements of these Rules, must,
within five days of receipt thereof, or such shorter period
of time as NFA may specify, complete and file with NFA a
current Form 8-R, in accordance with the instructions there-
to, which must be accompanied by that individual’s finger-
prints on a fingerprint card provided by NFA for that pur-

pose[.]: or

[((1)] (2) that information has come to the attention of NFA’s
staff which, if true, could constitute grounds upon which to
base a determination that the person is unfit to become or
to remain registered in accordance with the Act, the Regula-
tions thereunder, or NFA Rules and which [set forth such
information, or that NFA has undertaken a routine or
periodic review of the registrant’s fitness to remain so

registered; and] requests that the person provide evidence

mitigating the seriousness of the statutory disqualification
set forth in the notice and evidence that the person has
undergone rehabilitation.

(b) Failure to provide the requested information and evidence
pursuant to paragraph (a) of this Rule is a violation of
these Rules which in itself constitutes grounds upon which
to base a determination that the applicant or registrant is
unfit to become or to remain so registered.
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213. Current Address for Purpose of Delivery of Communica-
tions. _

The address of each applicant, registrant[,applicant for
registration,] and principal, as submitted on the [applica-
tion for registration (]Form 7-R or Form 8-R[)] or as sub-
mitted on the Form 8-R biographical supplement [ (Form 8-R),]
shall be deemed to be the address for delivery to the appli-
cant, registrant({, applicant,] or principal for any communi-
cations from the Commission or NFa, including any summons,
complaint, reparations claim, arbitration demand, order,
subpoena, special call, request for information, notice[, ]
and other written document or correspondence, unless the
applicant, registrant[, applicant,] or principal specifies
another address for this purpose: Provided, that the Commis-~
sion or NFA may address any correspondence relating to a
biographical supplement submitted for or on behalf of a
principal to the sponsor with which the principal is affili-
ated and may address any correspondence relating to the
registration of an associated person to the sponsor with
which the associated person or the applicant [for registra-
tion] is or will be associated.

Each registrant, while registered[,] and for two years after
the termination of registration, and each principal, while
affiliated with a registrant and for two vears after the
termination of affiliation, must [keep current the address

on the application for registration, biographical supple-
ment, or other address filed with the Commission or with
NFA. An order of default or other appropriate relief may be
entered in any proceeding, including a reparation proceeding
commenced while the registrant is registered or within two
years thereafter, for failure to file a required response to
any communication sent to the latest such address filed with

the Commission or with NFA.] notify NFA in writing of any

change of the address on the a ication for registration

_T_J1___T___________________,EEl___JLJL_ﬂ__L;QT________L
biographical supplement or other address filed with NFA for
the purpose of receiving communications from the Commission

or NFA, Fajlure to file a required response to anvy communi-

cation sent to the latest such address filed with NFA which

is_caused by a failure to notify NFA in writi of an ad-
dress _change may result in an order of default and award of

claimed moneta damages or ot appropriate order in an
NFA or Commission oceedin including a reparation pro-

ceeding brought under Part 12 of the Commission’s Requla-

tions.
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Rule 214. Termination of Associated Person Registration and
Principal Affiliation.

(a) t the filj of Fo - a rm 3-R or on behalf
erson for the purpose o ermitting tha erson to

o n
be an associated person of a sponsor or a principal affili-
ated with a sponsor, that sponsor must noti NFA within
twenty days after the occurrence of either:

(1) the failure of that person to become associated with the
sponsor. as _an associated person or affiliated with the
spongor as a principal and the reasons therefor; or

(2) the termination of the association of the associated person
or the affiliation as a principal with the sponsor and the

reasons therefor.

{b) Any notice required by paragraph (a) of this Rule must be
filed on a Form 8-T or on a Uniform Termination Notice for
Securities Industry Registration. The sponsor must concur-
rently provide a copy to the person whose association has
been terminated. If the notice is filed electronically
pursuant to Rule 801, the sponsor may provide the person
whose association has been terminated with a printout of the
information which has been filed electronically.

{c) If the notice required by paragraph (a) of this Rule is
filed more than twenty days after the occurrence of the
event requiring the notice, such notice shall be accompanied
by the fee specified in Rule 203(a)(9).

PART 300. TEMPORARY LICENSES

Rule 301. Temporary Licensing of [Applicants for Associated
Person Registration.] Associated Persons.

{a) Qualifications.

Notwithstanding any other provisions of [the] these [Regis-
tration] Rules, and pursuant to the terms and conditions of
this Rule, NFA may grant a temporary license to any appli-
cant for registration as an associated person upon the
contemporaneous filing with NFA of: '

(1) a properly completed Form 8-R, the Disciplinary History
portion of which contains no "yes" answers indicating that
the applicant may be [subject to a statutory disqualifica-

tion] disqualified from registration under Sections 8a(2)
through 8a(4) of the Act;




(2}

(3)

{5)
[(b)

(b)

the fingerprints of the applicant on a fingerprint card
provided by NFA for that purpose; [and]

the [sponsor’s certification] Sponsor’s Certlflcat;og
Statement required by Rule 206(a)(2)[.]}1

satisfactory evidence that the applicant has satisfied the

applicable proficiency requirement set forth in Part 400 of
these Rules; and

the registration fee required by Rule 203(a)(1).

Withdrawal of application.

Fajlure of an applicant’s sponsor or an applicant to respond
to a written request by NFA for clarification of application
1nformatlon, to pay the required reglstratlon fee pursuant
to Registration Rule 203(a) (1) or to resubmit fingerprints
in accordance with such request will be deemed to constitute
a withdrawal of the appllcant's registration appllcatlon and
shall result in the immediate termination of the applicant’s
temporary license.]

Temporary Licensing Upon Transfer of Associated Person
Registration.

Exc as otherwise ovided i aqgra b) (4) of this

Rule and Rule 207, any person whose registration as an

associate erson h terminated within th ceding sixt

days and who becomes associated with a new sponsor may be

temporari licensed as an associated person of such ansor

(except in those circumstances set forth in paragraph (b) (3)

of this Rule) upon the mailling to NFA of a Fo 8-R om-

pleted in accordance with the instructions thereto, contain-
ing written certification from the new sponsor stating:

(A) that such person has been hired or is otherwise em-
ploved by that sponsor;

{B)] that such persog's registration as an associated person
in any capacity is not suspended or revoked;

(C) that such person is eligible to be registered or tempo-
rarily licensed in accordance with this paragraph (b);

(D) that the Disciplinary History portion of such person’s

registration application contains no "ves" answers, or
none except those arising from a matter which already
has been disclosed in connection with a previous

application for a registration in any capacity if such
registration was granted, or which was disclosed more
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than thirty davs previously in an amendment to such
application:

{E) whether there is pending against such person an adjudi-
catory proceeding brought under: (i) Sections 6(c),

[+ 6 6d, 8a o of the Act; (ii) CFTC Requlations
3.55 or 3.60; or (jiii) NFA or exchange rules or, if
within the preceding twelve months, the Commission or
NFA has permitted the withdrawal of such person’s
application for registration in any capacity after
instituting the procedures provided in CFTC Requlation
3.51 or Part 500 of these Rules and, if so, that the
sponsor has been given a copy of the notice of the
institution of a proceeding in connection therewith;

and

(F) that the new sponsor has recejved a copy of the notice
of the institution of a proceeding if the applicant for
registration has certified in accordance with paragraph

b) (1 of this Rule, that there is a proceedin

pending against him as described in that paragraph or
that the Commission or NFA has permitted the withdrawal
of an application for registration as described in that

paragqraph.

The certifications re ired b araqgra 1) {(A) an F

of this Rule must be signed and dated by an officer of the

sponsoring ¢ oration, a genera 2 er of the sponsorin

partnership or the spongoring sole proprietor. The cer-
tifications required b aragraphs (b) (1) {B) through (E) of
this Rule must be signed and dated by the applicant for
regigtration as an associated person. '

An _applicant will not become temporarily licensed upon
mailing of a properly completed Form 8-R pursuant to this
paragraph (b) unless such Form is accompanied by: (i) the
fingerprints of the applicant on a fingerprint card provided
by NFA for that purpose; (ii) the proficiency certification
required by Rule 401, if such certification was required
with the applicant’s prior application for registration as
an _associated person; (iii) the registration fee required by
Rule 203(a ; and, if a icable iv) a s lementa
Sponsor Certification Statement signed by the new sponsor
{(who must meet the requirements set forth in CFTC Requlation
3.60(b) (2) (i) (A) and (B)) that contains conditions identical
to _those agreed to by the previous sponsor. '

Subject to the provisions of Rules 301(c), (d) and (e), any
person whose prior reqistration as an associated person was
subject to conditions or restrictions, and was terminated

within the preceding sixty days because the previous
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sponsor’s registration was revoked or withdrawn, and who
becomes associated with a new sponsor (who must meet the
requirements set forth in Rule 504(b) (2) (A) and will be
granted a temporary license upon the mailing by that new
sponsor to NFA of: (i) the written certifications required

b ule 206(b);:; an i) a si Su mental Sponso
Certificatio tatement that contains conditions identical
to those agreed to b e origqinal sponsor

Restrictions upon activities.

An applicant for registration as an associated person who
has received written notification that a temporary license
has been granted may act in the capacity of an associated
person subject to all CFTC [R}rules, [R]regulations, orders,
and all NFA requirements. [of an NFA Associate.]

Until registration has been granted, an applicant for regis-
tration as an associated person who has received a temporary
license may not be sponsored by any regzstrant other than

the reglstrant which has filed the [certification) Sponsor’s

Certification Statement described in paragraph (a) (3) of
this Rule.

Termination of a Temporary License.

A temporary license shall terminate:

(A) five days after service upon the applicant of a notice
by NFA pursuant to Rule 504 or 505 that the applicant
{for registratiaon) may be [found subject to a statutory

dlsquallflcatlon] disgualified from registration under

Sections 8a(2) through 8[(}a[)](4) of the Act:; or

(B) 1mmed1ately upon termination of the association of the
applicant with the reglstrant which filed the [sponsor-
ship certlflcatlon] onsor’s Certificati tatement
described in paragraph (a)(3) of this Rule; or

(C) wupon failure of an applicant’s sponsor or an applicant
to respond to NFA’s request for clarification of appli-
cation information, to pay the required registration
fee pursuant to [Reglstratlon] Rule 203(a) (1) or to
resubmit fingerprints in accordance with such request
[pursuant to paragraph . (b) of this Rule. ]i_or

(D} upon the revocation or withdrawal of the registration
of the icant’s sponsor; o
(E}l upon notice to the a icant’s sponsor that: (i) the

applicant failed to comply with an award in_an arbi-
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ration proceeding conducte ursuyant to CFTC R a-
80 within the time permitted for such compliance
as cified i ectio 0(q) of NFA’s Code of Arbitra-
i r the comparable time period specified in the
es o contract market o ther appropriate a
tration forum; (ii) the applicant failed to pay the
1ll amount of reparati order within the time
itted under Section 1 f th ct: (iii) the
icant failed to comply with an order to a civil

monetary penalty within the time permitted under
Sections 6(e} or 6b of the Act; (iv) the applicant

failed to disclose relevant disciplina histo infor-

mation in response to _jtems 14 through 18 on the Form

8=R:; or (v) a vent ha curred leadi to an affir-

mative response to item(s) 14 through 18 on the appli-~

cant’s Form 8-R.

Upon termination of a tgmpora;x ;;cense, the applicant may
not engage in any activity which requires registration with

the Commission as an associated person.

Relationship to Registration and Membership.

A temporary license shall not be deemed to be a reglstratlon
or to confer any rlght to such registration.

The granting of a temporary license shall cgnstitute the
granting of NFA associate membership.

[(2)](3) Termination of a temporary license wiil affect NFA
membership as described in Bylaw 301(h) (i).

[(3)](4) DUnless a temporary license has been terminated, a
temporary license shall become a registration with the
Commission upon the earlier of:

(B)

(B)

a determination by NFA that the applicant is qualified
for registration as an associated person; or

the expiration of six months from the date of its

issuance unless NFA has issued a notice pursuant to

Rule 504 or 50 a he applicant m be disqualifie

from registration upder Sections 8a(2) through 8a(4) of
the Act. ‘ ‘

Retention of Records.

In accordance with Commission Requlation 1.31, the sponsor
must retain such records as are necesgsary to support the

ce

ifications required by this Rule.
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302. Temporary Licensing for Guaranteed Introducing Brokaers.
Qualifications.

Notwithstanding any other provisions of [the] these [Regis-
tration] Rules, an suant to the terms and conditions of
this Rule, NFA may grant a temporary license to any appli-
cant for registration as an introducing broker upon the
contemporaneous filing with NFA of:

[a] A properly completed guarantee agreement (Form 1-FR Part
B) from a futures commission merchant which is eligible to
enter into such an agreement pursuant to CFTC Regqulation
1.10(3)(2); [and}

{a] A properly completed Form 7-R, the Disciplinary History
portion of which contains no "yes" answers indicating that
the applicant may be [subject to a statutory disqualifi-
cation] disqualified from registration under Sections 8a(2)
through 8a(4) of the Act; [and]

fa] A properly completed Form 7-R Schedule A; [and]

[a] A properly completed Form 8-R for all perscons that are
principals and branch office managers which contain no "yes"

" answers indicating that the applicant may be [subject to a

(5)

statutory disqualification] disqualified from registration
under Sections 8a(2) through 8a(4) of the Act, or none
except those arising from a matter which already has been
disclosed in connection with a previous application for

registration in any capacity if suc egistration was
granted, or which was disclosed more than thi davys e-
viously in an amendment to such application.; [and)

[a) A signed and dated certification from the futures com-
mission merchant providing the guarantee agreement required
by paragraph (a) (1} of this Rule, signed by [an officer)
either the chief executive officer or the chief financial
officer of the [sponsor] guarantor corporation, a general
partner of the (sponsor] guarantor partnership, or [by] the
guarantor sole proprietor [sponsor], stating that:

(A) the futures commission merchant has verified the infor-
mation on every Form 8-R filed pursuant to paragraph
(a) (4) of this Rule which relates to the education and
employment history during the preceding three years;
and

(B) to the best of the futures commission merchant’s knowl-
edge, information, and belief, all of the publicly
available information supplied by the applicant and its
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principals on the Forms 7-R and 8-R[,] is accurate and
complete; [and]

[legible fingerprints on cards provided by NFA for all
persons that are principals and branch office managers; and]
Legible fingerprints of the applicant, if a sole proprietor,
and of each principal of the a icant (including eac
branch cffice mana n inge int card provided by NFA

foxr that purpose, unless a principal has a current Form 8-R
on file with the Commission or NFA, if the principal is not
otherwise required to be registered as an associated person

of the applicant:

{p)Broof of satisfaction of the applicable proficiency
requirement set forth in Rule 401 by all branch office
managers and all principals acting in a capacity [which
requires] requiring registration as an associated person;
[and]

The registration fee required by Rule 203(a)(3): and

[(8)](9) [a]All other properly completed forms and documentsl,

[(B)

(b)

properly completed,] that are required to become registered
as an introducing broker and to become an NFA Member.

A guarantee agreement filed in connection with paragraph
(a) (1) of this Rule shall become effective upon the granting
of the temporary license.

Withdrawal of Application.]

[Failure of an applicant to respond”to a written request by
NFA for clarification of application information, to pay the
required registration fee pursuant to Registration Rule
203(a)(3) or to resubmit fingerprints in accordance with
such request will be deemed to constitute a withdrawal of
the registration application and shall result in the immedi-
ate termination of the applicant’s temporary license.]

Procedqures for Granting a Conditional Temporary License.

£ the applicant’s registration as a aranteed intreoducin
roker was subject to conditions or restrictions and has

terpinated within the preceding sixty days, the applicant
may recejve a conditional temporary license as an_ intro-

ducing broker of a new guarantor futures commigsion merchant
upon the mailing to NFA of the documents required by Rule
302(a} (1) through (9) and a Supplemental Guarantor Certifi-

cation Statement signed by the new quarantor futures commis-
sion merchant (who must meet the requirements set forth in -

Rule 504(b) (2) (A} and (B)), that contains conditions identi-




{ec)
(1)

(2)

(a)
(1)

c to those reed to by the evious arantor futures
commission merchant.

Restrictions Upon Activities.

An applicant for registration as an introducing broker who
has received written notification that a temporary license
has been granted may act in the capacity of a introducing
broker, subject to all CFTC (R]rules, (R]regulations,
orders, and all NFA requirements [of an NFA Member].

An applicant for registration as an introducing broker who
has received a temporary license may be guaranteed by a
futures commission merchant other than the futures commis-
sion merchant which provided the initial guarantee agreement
described in paragraph (a)(1)[: Provided, that written
notice is given to NFA ten days prior to date of such termi-
nation of the existing guarantee agreement, or such other
period of time as NFA may allow for good cause shown, in
accordance with NFA Financial Requirements Section 9 and
CFTC Regulations 1.10(3j) (4)(ii) or (j)(5) and a properly
completed guarantee agreement (Form 1-FR Part B) effective
the day following the last effective date of the existing

guarantee agreement.] of this Rule if the introducing broker
submits to NFA: (i) written notice of the termination of the
initi arantee agreement; and (ii rope completed
nev_guarantee agreement (Form 1-FR Part B) which will become
effective the day following the last effective date of the
injtial guarantee agreement. Such written notice and new
guarantee agreement must be submitted to NFA ten days prior
to the termination of the initial guarantee agreement or
within such other period of time as NFA may allow for good
cause shown, in accordance with NFA Financial Requirements
Section 9 and CFTC Requlations 1.10{(3)(4)(ii) or (j)(5).

Termination of a Temporary License.

A temporary license shall terminate:

(A) five days after service upon the applicant of a notice
by NFA pursuant to Rule 504 or 505 that the applicant
[for registration] may be [found subject to a statutory
disqualification) disqualified from registration under
Sections 8[(]a[)](2) through 8[(]a[)}](4) of the Act; or

(B) [immediately upon termination or suspension of
the applicant’s or guarantor futures commission mer-
chant’s NFA membership or upen termination of the
applicant’s guarantee agreement in accordance with NFA
Financial Requirements Section 9 and CFTC Regulations
1.10(j) (4) (ii) or (j)(5) unless a new guarantee agree-
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ment is filed in accordance with paragraph (c) (2) of
this Rule; or] u t evocation or withdraw

rantor futures commission merchant’s regqistration;
or

| (C) immediately upon terminatjon of the applicant’s
arantee eement in accordance with NFA Finan-

| cial Requirements Section 9 and CFTC Regulations

1.10(3)(4)(ii) or () (5) unless a new quarantee aqgree-

ment js filed in accordance with paragraph (¢)(2) of

this Rule; or

[(C)1{D) upon failure of an applicant to respond to NFA’s re-
\ quest for clarification of application information, to
pay the required registration fee pursuant to [Regis-
\ tration] Rule 203(a) (3) or to resubmit fingerprints in
accordance with such request [pursuant to paragraph (b)
of this Rule.]; or

| {E) whenever a person not listed as a principal on the
applicant’s registratjon application becomes a prin-

| cipal of the applicant if the temporarv license would
ot have bee ranted to the a icant had the person

‘ been listed as a principal in the applicant’s registra-
tion application; or

{F) upon notice to the applicant and its guarantor futures
| - commission merchant that: (i) the applicant failed to
| comply with an award jin an arbitration proceeding
conducted pursuant to CFTC Regulation 180 within the
| time permitted for such compliance as specified in
: Section 10(g) of NFA’s Code of Arbitration or the
comparable time period specified in the rules of a
contract market or other appropriate arbitration forum;
{ii) the applicant failed to pay the full amount of a
reparation order within the time permitted under Sec-
tion 14(£f) of the Act: (iii) the applicant failed to
com with an order to a civil moneta enalt
within the time permitted under Sections 6(d) or 6éb of
the Act; (iv) the applicant failed to disclose relevant
disciplinary history information in response to items

11 thro 5 on the Fo 7=R; © v event ha
curred leadi to an affirmative respons o item(s

11 through 15 on the applicant’s Form 7-R.

(2} Upon termination of a tempora license, the applicant may
not engage in any activity which requires registration with
the Commigsion as an introducing broker.
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Relationship to Registration and Membership.

A temporary license shall not be deemed to be a registration
or to confer any right to such registration.

The granting of a temporary license shall constitute the
granting of NFA membership.

Termination of a temporary license will affect NFA
membership as described in Bylaw 301(h) (i).

Unless a temporary license has been terminated, a temporary
license shall become a registration with the Commission upon
the earlier of:

(A) a determination by NFA that the applicant is qualified
for registration as an introducing broker; or

(B) the expiration of six months from the date of its

issuance unless NF2 has _issued a notice pursuant to

Ru 504 or 505 that the a icant may be disqualified

from reqgistration under Sections 8a(2) through 8a(4) of

the Act.

Retention of Records.

In accordance with Commission Regqulation 1.31, the guarantor
futures commission merchant must retain such records as are
necessary to support the certifications required by this

Rule,

PART 400. PROFICIENCY REQUIREMENTS

401. Qualification Testing Requirameﬁt.

Any individual applying to NFA for registration under the
Act as a futures commission merchant, an introducing broker,
a commodity pool operator, a commodity trading advisor, a
leverage transaction merchant, or as an associated person of
any of the foregoing, or applying for registration with NFA
as an Associate pursuant to NFA Bylaw 301(b), shall not be
registered, temporarily licensed, or an Associate Member of
NFA unless: _ : ‘

NFA receives satisfactory evidence that the applicant has
taken and passed the National Commodity Futures Examination
on a date which is no more than two years prior to the date
the application is received by NFA; or
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the applicant has been duly registered under the Act as a
futures commission merchant, an introducing broker, a com-—
modity pool operator, a commodity trading advisor, a lever-
age transaction merchant, or an associated person of any of
the foregoing, at any time during the two-year period im-
mediately preceding the date the application is received by
NFA; or

NFA receives a certification, which shall be considered
incorporated into the application for registration under the
Act, signed by both the applicant and the applicant’s spon-
sor, stating that: ,

[t]The applicant [is] currently is registered with the
National Association of Securities Dealers, Inc., as a
General Securities Representative: and

[t]The applicant’s sole activities, subject to regulation by
the Commission, are and will continue to be limited to:

(A) the solicitation of funds, securities, or property for
participation in a commodity pool; or

(B) referring clients to an associated person who has
- satisfied the proficiency requirements set forth in
this Rule, provided that the applicant’s referral of
clients is solely incidental to his business as a
General Securities Representative; or

(C) the supervision of persons whose activities are limited
- as set forth [above] in paragraph (c)(2) of this Rule
- [unless and until the applicant submits to NFA satis-
factory evidence of having taken and passed the
National Commodity Futures Examination]; and

[t1The applicant’s sponsor understands that the sponsor must
supervise the applicant’s compliance with the limitations on
the applicant’s activities set forth in paragraph
(c)(2)[(B)] of this Rule and that any failure of the ap-
plicant to adhere to such limitations may be cause for,
among other things, disciplinary action by NFA against the
sponsor for violation of NFA Compliance Rule 2-9; and

/
[t]The applicant and the applicant’s sponsor understand that
willfully making a materially false or misleading statement
in any part of the application for registration, including
the certification required in paragraph (c) of this Rule, is
cause for denial, suspension, or revocation of registration
and criminal prosecution.
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(5) The limitations set forth in paragraph (c) (2) of this Rule
shall remain i ect until the a jcant or the i-
cant’s sponsor submits to NFA satisfactory evidence of

having taken and passed the National Commodity Futures
Examination.

Rule 402. Waiver of Testing Requirement.

The [Director] Vice-President of Compliance may waive the
reguirements of [Registration] Rule 401 under circumstances
approved by the Board of Directors. The decision of the
[Director) Vice-President of Compliance shall be final.

PART 500. PROCEEDINGS TO DENY, CONDITION, BUSPEND, RE-
S8TRICT[, OR] AND REVOKE REGISTRATION

Rule 501. Aﬁthority to Deny, Condition, Buspend, Restrict[,] and
Revoke Registration.

NFA may refuse to register([,] or register condition-
ally, [suspend or place restrictions on the registration, or
revoke the registration of] any person [registered or] applying
for registration as a futures commission merchant, introducing
broker, commodity pool operator, commodity trading advisor,
leverage transaction merchant[,] or associated person of any of
the foregoing, or suspend, restrict or revoke the registration of
any registrant, based upon [the grounds for such action and] the
standards of fitness set forth in the Act [applicable to regis-~
trations granted by the Commission]. Final written orders
denying or revoking registration, registering conditionally,
suspending[,] or restricting[, or revoking] registration shall be
made by the President, the Membership Committee({,] or its desig-
nated Subcommittee in accordance with the procedures set forth in
[this] Part 500 of these Rules Such designated Subcommittee
shall consist of three members the Membership Committee,[:
provided, however, that pending final determination,j [i])In cases
submitted by the President to the Membership Committee or its
designated Subcommittee, registration shall not be granted

ending a_final determination the Membershi ommittee or its
designated Subcommittee. [Such designated Subcommittee shall
consist of at least three members of the Membership Committee,
all of whom shall be appointed by a majority of the Membership
Committee]. No member of the Membership Committee or its desig~-
nated Subcommittee shall either review a registration matter or
participate in a registration action if the member, or any person
with whom the member is connected, has a financial, personal or
other direct interest in the matter under consideration.
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Rule 502. General Provisions.

(a)

(b)

Service,

(1) For purposes of any proceeding to deny, condition,
suspend, restrict{,] or revoke registration, service
upon an applicant or registrant will be sufficient if
mailed by [registered mail or] certified mail return
receipt requested, delivered to a generallv recognized
overnight courier service or delivered to a messenger
service, properly addressed to the applicant or regis-~
trant at the address shown on [the] his most recent
registration application or any amendment thereto.
Service will be complete upon mailing[.], delivery to a

generally recognized overnight courier service or
delivery to a messenger service. Where a party effects
service by majl, the time within which the person
served may respond thereto shall be increased by three

days.

(2) A copy of any notice served in accordance with para-
graph (a)(l) of this Rule also shall be served upon:

(A) any sponsor of the applicant or registrant [pur-
suant to Rule 206] if the applicant or registrant
is an individual registered as or applying for
reglstration as an associated person and such

sponsor’s guarantor, if any:; or

{(B) any futures commission merchant which has entered
into a guarantee agreement pursuant to CFTC Regu~
lation 1.10(j) with an applicant or registrant
applying for registration as or registered as an
introducing broker.

(3) Documents served by an applicant or registrant upon NFA
under this Part 500 shall be con51dered served or filed
only upon actual receipt [at] by the [office] Legal

Docketing Department of Natlonal Futures Association,
200 West Madison Street, Chicago, Illinois 60606.

Extensions of Time for Filing. [Any request for an exten-—
sion of time for filing a written submission, reply, or
response must be made to the President, the Membership
Commlttee, or its designated Subcommlttee, as the case may
be, prior to the expiration of the time for filing. The
President, the Membership Committee, or its designated
Subcommlttee may grant such reasonable extensions of time as
deemed appropriate.)
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(1) Except as otherwise provided by law or by these Rules,

or good cause sho the Presiden the Membershi
Committee or its designated Subcommittee before whom a

proceeding brought under these Part 500 Rules is then
pending, on their own motion or the motion of a party,
may at any time extend or shorten the time limit pre-
cribed b u Rules for fili an ocume I
instance in which a time limit is not prescribed for an
action to be taken concerning any matter, the Presij-
dent, the Membership Committee or jits designated Sub-
committee may set a time limit for that action.

{2) Absent extraordinary circumstances, in any instance in
which a time limit that has been prescribed for an
action to be taken exceeds seven days from the date of
the order or Rule establishing the time limit, requests
for extension of time shall be filed at least five days
prior to the expiration of the time limit and shall
explain why an extension of time is necessary.

8ection 8a(2)(E) Disgualification. NFA will not initiate a
proceeding based on a statutory disqualification set forth
in Section 8a(2) (E) of the Act if respondeat superior is the
sole basis upon which [the] an applicant or registrant may
be found subject to such statutory disqualification.

503. Withdrawal of Application for Registration.

Whenever information comes to the attention of NFA that an
applicant for [initial] registration in any capacity may be
[found subject to a statutory disqualification] disgqualified
from registration under Section(s] 8a(2), 8a(3), or 8a(4) of
the Act, the [Director of Compliance or the Director’s]
Vice-President of Compliance or the Vice-President’s de-
signee may serve written notice upon the applicant which
shall specify the statutory disqualifications to which the
applicant may be subject and notify the applicant that:

(1) the information, if true, is a basis upon which the
applicant’s registration may be denied;

(2) unless the applicant voluntarily withdraws [the] his
application, it may be necessary to institute the
denial procedures described in Part 500 of these [fol-
lowing] Rules; and :

(3) if the applicant does not confirm in writing that [the
applicant] he wishes to have [the] his application
given further consideration, [the] his application will
be deemed to have been withdrawn. [The applicant must
serve such written confirmation upon the Secretary




{b)

- 38 =

within twenty days after the date the written notice
from NFA was served.)]

The apvplicant must serve the written confirmation referred
to in paragraph (a)(3) of this Rule upon NFA’s legal Docket-
ing Department within twenty days of the date the written
notice from NFA was served.

[Rule 504. Notice of Intent to Deny, Condition, Suspend,

(a)

(1)

(2)

(3)

(b)

Rule

(a)

Restrict, or Revoke Registrationm.

Notice of Intent. On the basis of information obtained, NFA
may at any time serve a Notice of Intent upon any person
registered or applying for registration as a futures commis-
sion merchant, introducing broker, commodity pool operator,
commodlty trading advisor, leverage transaction merchant, or
associated person of any of the foregoing stating that:

NFA alleges and is prepared to prove that the applicant or
registrant is subject to one or more of the statutory dis-
qualifications set forth in Sections 8a(2), 8a(3), or 8a(4)
of the Act;

the allegations set forth in the Notice of Intent, if true,
constitute a basis upon which registration can be denied,
conditioned, suspended, restricted, or revoked (if the
Notice of Intent proposes condltlonlng or restricting regis-
tration, the Notice shall specify the conditions or restric-
tions); and

the applicant or registrant is entitled to have the Presi-
dent consider written evidence of the type set forth in Rule
505. The Notice of Intent shall inform the applicant or
registrant of the procedures which will be followed if no
written submission is made in accordance with Rule 504.

Termination of Temporary License. If an appllcant for
registration is acting in a capacity which requires regis-

tration pursuant to a temporary license, such temporary

license shall terminate five days after service on the
applicant of the Notice of Intent.

505. Written S8ubmission to the President.

Denial or Revocation Based on Section 8a(2) D1squalifica—
tion. If a Notice of Intent to Deny or Revoke is issued
alleging a statutory disqualification set forth in Section
8a(2) of the Act, the appllcant or registrant may submit
written evidence limited in scope to evidence challenging
the accuracy of the allegations establishing the statutory
disqualification, including evidence as to (1) the appli-
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cant’s or registrant’s identity, (2) the existence of a
clerical error in any record documenting the statutory
disgqualification, (3) the nature or date of the statutory
disqualification, (4) the post-conviction modification of
any record of conviction, or (5) the favorable disposition
of any appeal.

Section 8a(3) or 8a(4) Disqualification. If the statutory
disqualification alleged is set forth in Sections 8a(3) or
8a(4) of the Act, the applicant or registrant may submit
written evidence of the type set forth in paragraph (a) of
this Rule challenging the accuracy of the allegations estab-
lishing the statutory disqualification or may submit other
written evidence showing cause why, notwithstanding the
accuracy of these allegations, registration should neverthe-
less be granted or should not be conditioned, suspended,
restricted, or revoked.

Time for Filing of Submission. A written submission to the
President must be served upon the Secretary within 20 days
after the date of service of the Notice of Intent upon the
applicant or registrant.

506. Denial of Regxstrat1on Based on Bection 8a(2) Disqual-
ification.

Default of Applicant.

(1) If an applicant for registration who has received a
Notice of Intent to deny reglstratlon based on a statu-
tory disqualification set forth in Section 8a(2} of the
Act fails to file a timely written submission in ac-
cordance with Rule 505:

(A} the applicant will be deemed to have waived the
right to submit evidence in writing on all issues,
and the facts stated in the Notice of Intent shall
be deemed true for the purpose of finding that the
applicant is subject to a statutory disqualifica-
tion under Section 8a(2) of the Act; and

(B) 20 days after the date the Notice of Intent to
deny is served upon the applicant, such Notice
shall become a final order of NFA denying regis-
tration. NFA shall serve written confirmation
upon the applicant that registration has been
denied.

(2) An applicant for reglstratlon against whom the confir-
mation referred to in Rule 506(a)(1)(B) was issued may
file a petition and supporting affidavit with the
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Secretary if the Notice of Intent was not timely re-~
ceived by the applicant. Upon receipt of the petition,
the order shall be vacated, and NFA shall serve upon
the applicant a copy of the Notice of Intent. The
procedures set forth in this paragraph shall be avail-
able only once to an applicant.

Reply to Written Submission. If an applicant who has re-
ceived a Notice of Intent to deny registration based on a
statutory disqualification set forth in Section 8a(2) of the
Act makes a written submission pursuant to Rule 505, the
Director of Compliance may within ten days of the receipt of
such submission submit to the President and serve upon the
applicant a written reply.

Determination and Final Order. After the receipt of the
applicant’s written submission and any reply thereto, the
President shall determine whether the applicant is subject
to a statutory disqualification under Section 8a(2) of the
Act. Such determination shall indicate the statutory dis-
qualification at issue; the findings made concerning the
statutory disqualification; and an explanation of the result
reached in light of the statutory disqualification shown and
the findings made. Such determination shall be based upon
the application, the evidence of the statutory disqualifica-
tion, the Notice of Intent with proof of service, the writ-
ten submission filed by the applicant, any written reply
submitted by the Director of Compliance, and such other
papers as the President may require or permit. Within 30
days after receipt of the applicant’s written submission and
any reply thereto, the President shall issue an order grant-
ing or denying registration.

507. Suspension and Revocation of Registration Based on
8action 8a(2) Disqualification.

Reply to Written Submission. If a registrant who has re-
ceived a Notice of Intent to suspend or revoke registration
based on a statutory disqualification set forth in Section
8a(2) of the Act makes a written submission pursuant to Rule
505, the Director of Compliance may within ten days of
receipt of such submission submit to the President and serve
upon the registrant a reply.

Initial Determination. After the receipt of the
registrant’s written submission and any reply thereto, or
after the time for filing the written submission has elapsed
if no written submission has then been filed, the President
shall determine whether the registrant is subject to a
statutory disqualification. Such determination shall be
based upon the evidence of the statutory disgqualification,
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the Notice of Intent with proof of service, the written
submission, if any, filed by the registrant in response
thereto, any written reply submitted by the Director of
Compllance, and such other papers as the Pre51dent may
require or permit.

President’s Order.

(1) If the President determines that the registrant is not
subject to a statutory disqualification, the President
shall issue an order accordingly.

(2) If the President determines that the registrant is
subject to a statutory disqualification, the President
shall issue an interim order suspending registration
and requiring the registrant to show cause to the
Membership Committee or its designated Subcommittee in
accordance with Rule 507(d) why, notwithstanding the
existence of the statutory disqualification, the regis-
tration should not be revoked. The interim order shall
inform the registrant of the procedures which will be
followed if no response is made in accordance with Rule
507 (d) .

(A) The registration shall be suspended effective five
days after the interim order is served upon the
registrant, and such suspension shall remain in
effect until a final order with respect to the
order to show cause has been issued.

(B) If the sole basis upon which the registrant is
subject to a statutory disqualification is the
existence of a temporary order, judgment, or de-
cree of the type described in Section 8a(2) (C) of
the Act, the order to show cause shall not be
issued, and the registrant shall be suspended
until such time as the temporary order, judgment,
or decree shall have expired, except that in no
event shall the registrant be suspended for a
period to exceed six months.

Registrant’s Response. Within twenty days of the date of
the order to show cause, the registrant may file with the
Membership Committee or its designated Subcommittee a writ-
ten response which may include briefs, affidavits, and
supporting memoranda, but in any event shall be limited in
content to: .

(1) evidence, not previously set forth in any written
submission filed under Rule 505, challenging the ac-
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curacy of the allegations establishing the statutory
disqualification;

(2) the existence of any facts which constitute a clear and
compelling showing that, notwithstanding the existence
of the statutory disqualification, the continued reqgis-
tration would be in the public interest; or

(3) in the case of an associated person, written confirma-
tion by the registrant’s sponsor that, notwithstanding
the existence of the statutory disqualification, the
sponsor is willing to supervise the activities of the
registrant subject to such restrictions as the Member-
ship Committee or its designated Subcommittee shall
impose: Provided, that with respect to such sponsor (1)
an adjudicatory proceeding brought by or before the
Commission pursuant to the provisions of Sections 6(b),
6(c), 6(d), or 8a of the Act is not pending; and (2) in
the case of a sponsor which is a futures commission
merchant, the sponsor is not subject to the reporting
requirements of CFTC Regulation 1.12(b).

(e) Default of Registrant.

(1) If the registrant fails to file a timely response to
the order to show cause, the registrant shall be deemed
in default. The President shall thereafter, upon a
finding that service was effected, enter a final order
revoking, restricting, or further suspending the regis-
tration. Such finding shall be based upon the evidence
of the statutory disqualification, any written submis-
sion filed by the registrant in response to the Notice
of Intent in accordance with Rule 505, and any written
reply thereto submitted by the Director of Compliance.

(2} If the President issues an order under Rule 507 (e) (1)
revoking, restrlctlng, or further suspending registra-
tion, the registrant may file a petition and supporting
affidavit with the Secretary setting forth the reasons
why the registrant failed to file a response to the
order to show cause. Such petition must be accompanied
by the registrant’s response. Upon receipt of the
petition, if good cause is shown, the President may
vacate the order.

(f) Reply. Within ten days after receipt of the registrant’s
response, the Director of Compliance may submit to the
Membership Committee or its designated Subcommittee and
serve upon the registrant a reply.
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Oral Hearings. Oral hearings shall not be granted except
under extraordinary circumstances and upon written request
to the Membership Committee or its designated Subcommittee.
Such request shall include the issues to the addressed, the
evidence to be adduced, and a showing of compelling need.
If the Membership Committee or its designated Subcommittee
determines to grant a request for an oral hearing, the
hearing shall be conducted pursuant to Rule 509 as the
Membership Committee or its designated Subcommittee deems
necessary and in a manner which shall ensure that the pro-
ceeding is resolved expeditiously.

Final Order. Within 30 days of the receipt of a
registrant’s response to the order to show cause and any
reply thereto, the Membership Committee or its designated
Subcommittee, upon consideration of the record as a whole,
shall make a finding as to whether the registrant has shown
cause why the registration should not be suspended or re-
voked and shall issue an .order accordingly. Such order
shall indicate the statutory disqualification at issue; the
findings made concerning the statutory disqualification; and
an explanation of the result reached in light of the statu-
tory disqualification shown and the findings made. If the
Membership Committee or its de51gnated Subcommittee, on the
basis of the showing described in Rule 507(d) (2), finds that
notw1thstand1ng the existence of the statutory disqualifica-
tion the registration should not be revoked, the Committee
may issue an order further suspending the reglstrant for a
periocd not to exceed six months. In the case of an associ-
ated person the order may further restrict the registration
of the registrant.

Revocation or Suspension of Certain Associated Persons.
Notwithstanding the sponsor’s written confirmation under
Rule 507(d) (3), the Membership Committee or its designated
Subcommittee may issue an order revoklng or further suspend-
ing for a period not to exceed six months the reglstratlon
of an associated person and, in any event, may not issue an
order restricting such reglstration if:

(1) the associated person is subject to a statutory dis-
qualification under Section 8a(2) of the Act as a
result of conviction of a felony or misdemeanor under
Section 9 of the Act; or

{2) the associated person has been the subject of more than
one proceeding in which findings of fact constituting a
statutory disqualification under Section 8a(2) of the
Act have been entered against the associated person; or
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(3) the associated person is subject to an adjudicatory
proceeding brought by or before the Commission pursuant
to the provisions of Section 6(b), 6(c), 6(d), or 8a of
the Act; or

(4) the associated person was previously granted a condi-
tional or restricted registration and was found to have
failed to conform to such condition or restriction; or

(5) the associated person willfully made any materially
false or misleading statement or willfully omitted to
state any material facts in any written submission
filed under this Part 500 as to any facts which would
constitute statutory disqualifications under Section
8a(2) of the Act; or

(6) the registrant with whom the associated person is
associated willfully made false or misleading state-
ments of material fact in the confirmation referred to
in Rule 507(d) (3) or willfully failed to state any
material facts which were required tc be stated there-
in.

508. Denial, Conditioning, Buspension, Restriction, or
Revocation of Registration Based on Section 8a(3) or
8a(4) Disqualification.

Reply to Written Submission. If an applicant or registrant

who has received a Notice of Intent to deny, condition,
suspend, restrict, or revoke registration based on a statu-
tory disqualification sets forth in Sections Ba(3) or 8a(4)
of the Act makes a written submission pursuant to Rule 505,
the Director of Compliance may within ten days of receipt of
such submission submit to the President and serve upon the
applicant or registrant a reply.

Initial Determination. After receipt of the applicant’s or
registrant’s written submission and any reply thereto, or
after the time for filing the written submission has elapsed
if no written submission has then been filed, the President
shall determine whether the applicant or registrant has
shown why the registration should not be denied, condi-
tioned, suspended, restricted, or revoked. Such determina-
tion shall be based upon the evidence of the statutory
disqualification, the Notice of Intent with proof of ser-
vice, the written submissions, if any, filed by the appli-
cant or registrant in response thereto, any written reply
submitted by the Director of Compliance, and such other
papers as the President may require or permit.
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{¢) Notice of Initial Determination.

(1) If the President determines that registration should
not be denied, conditioned, suspended, restricted, or
revoked, the President shall issue an order accord-
ingly.

(2) If the President determines that registration should be
| denied, conditioned, suspended, restricted, or revoked,
the President shall notify the applicant or registrant
| and shall inform the applicant or registrant of the
right to request a hearing before the Membership Com-
mittee or its designated Subcommittee. The Notice of
| Initial Determination shall inform the applicant or
registrant of the procedures which will be followed if
no hearing is requested in accordance with Rule 508(d).

(d) Right to a Hearing. A hearing before the Membership Commit-
tee or its designated Subcommittee may be obtained by filing
a written request with the Secretary within ten days of the
date of service of Notice of Initial Determination.

(e) Waiver of Hearing. Final Order. If no timely request for a
hearing is received by NFA, the right to a hearing shall be
deemed to have been waived and the President shall, upon
consideration of the record as a whole, make a flndlng as to
whether the registration should be denied, conditioned,
suspended, restricted, or revoked and shall issue an order
accordingly.

(f) Request for a Hearing. If an applicant or registrant makes
a timely request for a hearlng on the question of whether
the applicant or registrant is subject to a statutory dis-
qualification under Sections 8a(3) or 8a(4) of the Act, or
whether, notwithstanding the existence of the statutory
disqualification, registration should nevertheless be
granted or should not be conditioned, suspended, restricted,
or revoked, a hearing shall thereafter be conducted in ac-
cordance with the procedures set forth in Rule 510 as the
Membership Committee or its designated Subcommittee deems
appropriate.

(g) oOrder. Within 30 days of the date of the conclusion of the
hearing, the Membershlp Committee or its designated Subcom-
mittee shall make a finding as to whether the applicant has
shown that registration should not be denied or conditioned
or whether the registrant has shown that the registration
should not be suspended restricted, or revoked and shall
issue an order accordingly. Such f1na1 order shall indicate
the statutory disqualification at issue; the findings made
concerning the statutory disqualification; and an explana-~
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tion of the result reached in light of the statutory dis-
qualification shown and the findings made.

509. Hearing Procedures.

If a hearing is held before the Membership Committee or its
designated Subcommittee, a record of the hearing shall be
kept. At such hearing and subject to such limitations as
may be imposed by the Membership Committee or its designated
Subcommittee pursuant to Rule 507(g), the applicant or
registrant may be represented by counsel, submit evidence,
call and examine witnesses, examine the evidence upon which
the President made a determination, and, at the discretion
of the Membership Committee or its designated Subcommittee,
present oral or written argument.

510. Orders.

Final orders. Any order issued by the President, the Mem-
bership Committee, or its designated Subcommittee under this
Part 500 (except an interim order suspending registration
pursuant to Rule 507(c) (2) (A) shall become a final order of
NFA on the date of service upon the applicant or registrant.
A copy of each final order issued by NFA shall be served
upon the Commission at the same time it is served upon the
applicant or registrant. Any final order of NFA which
denies, conditions, suspends, restricts, or revokes regis-
tration shall inform the applicant or registrant of the
right to petition the Commission for review under Section

17 (o) of the Act and applicable Commission Regulations and
of the right to petition the Commission for a stay of the
effective date of the final order in accordance with Commis-
sion Regulation 171.22.

Effective Date. Any final order of NFA issued under this
section shall become effective 30 days after the date of
service of the order on the applicant or registrant, except
as otherwise indicated by the Commission pursuant to CFTC
Regulations, Part 171.]

504. Procedures Governing Applicants and Registrants Dis-

gualified Prom Registration Under Section 8a(2), 8a(3)
or 8a(4) of the Act.

Notice of Intent,

{1) On the basis of information which it has obtained, the
President of NFA mav at any time serve a Notice of
Intent upon any person registered or applying for
registration in any capacity, stating that:




{i) NFA alleges and is prepared to prove that the
applicant or registrant is subject to one or more
of the statutory disqualifications set forth in
Section 8a(2), 8a(3) or 8a(4) of the Act;

(ii) the allegations set forth in the Notice of Intent,
if true, constjitute a basis upon which registra-
tion can be denied, conditioned, suspended, re-
stricted or revoked (if the Notice of Intent pro-
poses conditioning or restricting registration,
the Notice shall specify the proposed conditions
or restrictions):

iii the applicant or registrant is entitled to have
e esident consider written evidence of the
type set forth in paragraph (b) of this Rule; and

{iv) if an applicant for registration has been granted
a_temporary license, such temporary license shall
terminate five days after service on the applicant
of the Notice of Intent. .

(2). The Notice of Intent shall inform the applicant or
registrant of the procedures which will be followed if
no written submission is made in accordance with this

Rule.
(b) Written Response to the Notice of Intent.

(1) 1In response to a Notice of Intent alleging a disquali-
fication from registration set forth in Section 8a(2),
8a(3) or 8a(4) of the Act, the applicant or registrant
may submit a written response challenging the accuracy
of the allegations establishing the statutory disquali-
fication, including evidence as to:

the applicant’s or registrant’s identity:

the existence of a clerical error in any record docu-

t tatuto disqualification:

i the nature or date of the statutory disqualification;
the post-conviction modification of any record of

conviction; or

the favorable disposition of anv appeal.

pr EE B

The applicant or registrant shall state the nature of
each challenge in the response and submit an affidavit
to support facts material to each challenge., In the
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response, if erson is ne h _associated person or
an introducing broker or an applicant for registration
in either capacity, the applicant or registrant also
tate wheth t _intend o_show t otwith-—
standing the accuracy of the allegations set forth in
the Notice of Intent, its registration would pose no

substantial risk to the public. If the person is an
associat erson, a ntroducing broker or an appli-
cant registratio n ei capaci applicant

or registrant also shall state whether he intends to

show that, notwithstanding the accuracy of the alleqga-
ion et fo in the Notice of Intent, his full,

conditioned or restricted reqgistration would pose no

s o . I he associate
person or introducing broker or applicant for registra-

tion in either capacity intends to make such a showing,
such person also must submit a jetter signed by an
officer or general partner authorized tc bind the
sponsor or the quarantor. Such letter must state that
the sponsor agrees to sign a Supplemental Sponsor
Certifjcation Statement or the guarantor agrees to sign
4 Supplemental Guarantor Certification Statement and
supervise compliance with any conditions or restric-

tions that may be imposed on the applicant or regis-
tra t esident, the Membership Committee or its

designated Subcommittee: provided, that with respect to

su Sponsor_ or arantor:

{A) an adjudicatory proceeding brought by or before:
Sections 6(c), 6(d), 6c, 6d, 8a or 9 of the Act,
or (ii) NFA, pursuant to NFA Compliance Rules or
these Rules, is not pending and the sponsor or
guarantor is not subject to any special supsr~-
visory obligations imposed by NFA or agreed to by
such sponsor or guarantor:; and

{B) in the case of a sponsor which is a futures com-
mission merchant or a leverage transaction mexr-
chant, the sponsor is not subject to the reporting

re rements of NF inancial Requirements Section
6 or CFTC Requlation 31.7(b), respectively.

{c) Timg for Piling of Response. A written response to the
Notice of Intent must be served upon NFA’s Legal Docketing
Department within thirty days of the date of service of the
Notice of Intent upon the applicant or registrant. Such

response must be accompanied by the disgualification fee
required by Rule 203(3) (10). '
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Default of Applicant or Registrant to Notice of Intent. If
the applicant or registrant fails to file a timely written

response to the Notice of Intent, the applicant or regis-
trant sh e deemed to ve waived his right to submit

such wrjitten response, and the facts stated in the Notice of
Intent shall be deemed to be true for the purpose of finding
that e icant or reqgistrant i is lified from reqis-
tration under Section 8a(2), 8a(3) or 8a(4) of the Act. The
President shall thereafter, upon a finding that service was
properly effected in accordance with Rule 502, enter a final
order denvin conditioni uspend egstrictin

revoking the registration. Such finding shall be based upon
the evidence of the statutory disqualification and the
Notice of Intent with proof of service.

Further Ssubmission in Accordance With Rule 504(b)(2). If, in

the response to the Notice of Intent, the applicant or
registrant states that he intends to make the showing re-
ferred to in paragraph (b)(2) of this Rule, he shall, within
fifteen days after filing such response, file with NFA’s
Legal Docketing Department a submission which includes a
statement of the applicant or registrant or his attorney
identifying and summarizing the testimony of each witness
whom the appljcant or registrant jntends to have testify in
support of facts material to his showing. Such submission
also must include copies of all documents which the a i—
cant or registrant intends to introduce to support facts
material to his showing. _In making a showing pursuant to

paraqgraph (b} (2) of this Rule, the applicant or registrant
may present: :

(1) mitigation evidence relating to the facts and circum-
stances surrounding the disgqualifying conduct;

(2) evidence of rehabilitation since the disgualifying
conduct: and

(3) if the person is an associated person or an introducin

broker or an applicant for registration in either
capacity, evidence that the applicant’s or registrant’s
registration would be subject to supervisory controls,
including proposed conditions or restrictions likely to

tect future wrongdoing by the applicant or reqistrant

and protect the public from any harm arising from such
future wrongdoing.

NFA’s Response. Within sixty days after the later of the
date the applicant or registrant serves a copy of the re-
sponse to the Notice of Intent on NFA (if no further submis-
sion is to be made in accordance with paraaraph (e) of this
Rule) or the date the applicant or reqistrant serves a copy
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of the further submissjon made ip accordance with paradgraph
(e) of this Rule on NFA, the Vice-President of Compliance

s 1 are a response thereto and serve a co of the
response on_the icant registrant. uch response

shall include ejther:

{1) a motion for s a udgment stati that, based upon

the applicant’s or reqistrant’s response and further
submission, if any, and any other materials which are
attached to the response, there are no genuine issues
of material fact to be determined and that registration

should be denied or voked: o

{2) a description of the factual issues raised in the
applicant’s or registrant’s response and further sub-
mission, if any, that NFA regqgards as material and
disputed. Such reply alsc shall include the identity
and a summary of the expected testimony of each witness
whom NFA_intends to have testify at its case-in-chief
and copies of all documents which NFA intends to intro-
duce at such hearing.

Oral Hearing. Within thirty days of the date NFA files its
response in accordance with paraqraph (f) of this Rule to
the ag icant’s or registrant’s response and further submis-~
sion, if any, the Membership Committee or its designated
Subcommittee shall:

(1) if the Membership Committee or jits designated Subcom-

mittee finds, based on the motion for summary judgment,
that a party is entitled to judgment as a matter of
law, issue an order granting, denying, suspending or
revoking the registration of the applicant or regis-
trant or withdrawing the Notice of Intent (such order
shall be made in accordance with the standards set
forth in Rules 507(a) and (b)): or

{2) if a motion for summary judgment is not filed or if
such a motion is denied, notify the parties of the time
and place of a hearing. At such hearing, the parties
shall be limjted in their case-in-chief to presentation
of witnesses and documents listed in previcus filings
except for good cause shown.

ordar. er the conclusi th earin he Membershi

Committee or its designated Subcommittee shall make a find-
ing as to whether the applicant has shown that his registra-~
tion should not be denied or conditioned or whether the
registrant has shown that his registration should not be
suspended, restricted or revoked and shall issue an order
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accordingly, pursuant the standards set forth in Rules 507
{a) and (b). : :

(i} Termination. In the event the sponsor of an applicant or
registrant files a Form 8-T reflecting the termination of

employment of such applicant or registrant after the issu-
ance of a Notice of Intent but prior to the issuance of a

ina rde the Presi ssue Wit wal o tice
of Intent indicating that because the applicant or reqgis-

trant no longer has a sponsor, further proceedings are not
warranted.

Rule 505. Procedures Governing Registrants Disqualified From
Registration Under Section B8a(2) of the Act.

{a) Notice of Intent.

(1) On the basis of information it has obtained the Presi-

dent o may at a time serve a Notice of tent
upon any person registered in any capacity stating
that:

(i) NFA alleges and is prepared to prove that the
registrant is subject to one or more of the statu-
tory disqualifjcations set forth in Section 8a(2)

of the Act:

the allegations set forth in the Notice of Intent,
if true, constitute a _basis upon which registra-
tion can be suspended or revoked:

(ii)

(iii) the registrant is entitled to have the President
consider written evidence of the type set forth in
paradgraph (b) of this Rule;

(iv)

the President shall determine, based upon such
written evidence, whether the registrant is sub-
ject to a statutory disqualification; and

if the registrant is found to be subject to a
statutory disgualification, the registrant may be
suspended and ordered to show cause why such reg-
istration should not be revoked.

(2) The Notice of Intent shall inform the registrant of the
procedures which will be followed if no written submis-
sion is made in accordance with this Rule.

E

(b) Written Response to the Notice of Intent.
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(1) In response to a Notice of Intent alleging a disquali-
fication from registration set forth in Section 8a(2)
of the Act, the registrant may submit a written re-
sponse limited in scope to evidence challenging the
accuracy of the allegations establishing the statutory
disqualification, including evidence as to:

[(1)](i) the registrant’s identity:

[(2)){ii) the existence of a clerical error in any record
documenting the statutory disqualification;

[(3)](iii) the nature or date of the statutory disquali-
fication;

[{4)](iv) the post-conviction modification of any record of
conviction; or

[(5)]{v) the favorable disposition of any appeal.

[(6)]1(2) The registrant shall state the nature of each
challenge in the response and submit an affidavit
to support facts material to each challenge.

(c) Time for Filing of Response. A written response to the
Notice of Intent must be served upon NFA’s Legal Docketing
Department within twenty days of the date of service of the
Notice of Intent upon the registrant. Such response must be
accompanied by the disqualification fee required by Rule
203 (a) (10).

(d) Reply to Registrant’s Written Response. If a registrant
files a written response pursuant to paragraph (k) of this
Rule, the Vice-President of Compliance may submit a written
reply to the President and serve such reply upon the regis-
trant within thirty days of the date of such written re-
sponse. :

(e) Default of Registrant to Notice of Intent, If the req-

istrant fails to file a timely written response to the
Notice of Intent, the registrant shall be deemed to have
waived his right to submit such written response, and the
facts stated in the Notice of Intent shall be deemed true
for the purpose of finding that the reqistrant is disquali-
fied from registration under Section 8a(2) of the Act. The
President shall thereafter, upon a finding that service was
properly effected in accordance with Rule 502, issue an
interim order suspending registration as described in para-
graph (gq)(2) of this Rule. Such finding shall be based upon
the evidence of the statutory disqualification and the
Notice of Intent with proof of service.
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Initial Determination. Afte e receipt of t ig-
trant’s written response and any reply thereto from the
Vice-President of Compliance, the President shall determine
whether the registrant is disqualjfied from registration
under Section 8a({2) of the Act. Such determination shall be

ased upon the evidence o e to disqualification
the Notice of Intent with proof of service, the written
response, if any, filed by the registrant, any written reply
submitted by the Vice~President of Compliance and such other
papers as the President may require or permit.

Interim Order.

(1) If the President determines that the registrant is not
disqualified from registration under Section 8a(2) of
the Act, the President shall issue a Withdrawal of
.Notice of Intent within thirty days after receipt of
the registrant’s written response and any reply there-
to. In such Withdrawal of Notice of Intent, the Presi-
dent shall make a finding that the registrant is not

disqualified from registration under Section 8a(2) of
the Act.

{2) 1If the President determines that the registrant is
disqualified under Section 8a(2) of the Act, the Presi-
dent, within thirty days after receipt of the regis-
trant’s written response, if any, and any reply there-
to, sha issue interim order suspending the regis-
tration of the registrant and requiring him to show
cause within twenty days of the date of such order why,
notwithstanding the existence of the statutory disqual-
ification, his registration should not be revoked. The
interim order shall inform the registrant of the proce-
dures which will be followed if no response is made in

accordance with this Rule.

{(A) The registration of the reagistrant shall be sus-
pended, effective five days after the interim
order is served upon the reqgistrant, and such
suspension shall remain in effect until a final
order has been issued.

{B) If the sole basis upon which the registrant is
disqualified from registration is the existence of
a temporary order, judament, or decree of the type
described in Section 8a(2)(C) of the Act, the
order to show cause shall not be issued and the
registrant shall be suspended until such time as
the temporary order, judgment, or decree shall
have expired, except that in no event shall the
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registrant be suspended for a period to exceed six
months.

Default of Registrant. If the reqgistrant fails to file a
timely written response to the order to show cause, the
reqistrant shall be deemed to have waived his right to
submit evidence in writing on all issues. The President
shall thereafter, upon a finding that service was properiy
effected in accordance with Rule 502, enter a final order
revoking, restricting or further suspending the registra-
tion. Such finding shall be based upon the evidence of the
statutory disqualification, any written submission filed by
the registrant in response to the Notice of Intent and any
written reply thereto submitted by the Vice-President of
Compliance.

Termination. In the event the sponsor of a registrant files
a Form 8-T reflecting the termination of employment of such
registrant after the issuance of the Notice of Intent or
Interim Order, the President may issue a Withdrawal of
Notice of Intent or a Withdrawal of Notice of Intent and
Interim Order indicating that because the registrant no
longer has a sponsor, further proceedings are not warranted.

Further Proceeadings. If an order to show cause is issued
pursuant to paragraph (g){2) of this Rule, further proceed-
ings with regard to such order shall be conducted in accord-
ance with the provisions of Rules 504(b) (2) through 504(i).
506, 507, 508 and 509.

506. Hearing Procedures.

When a hearing is held before the Membership Committee or
its designated Subcommittee, a record of the hearing shall
be kept. At such hearing, the applicant or registrant may
be represented by counsel, submit evidence, call and examine
witnesses, examine the evidence upon which the President
made a determinatjon as well as any documentary evidence
which NFA intends to present at the hearing and, at the
discretion of the Membership Committee or its designated
Subcommittee, present oral or written argqument.

Upon notice of the time and place of an oral hearing, the
parties may elect to participate by telephone. To effect
such an election, a party shall file a notice with NFA’s
Legal Docketing Department and serve a copy on all opposing
parties within fifteen days of the date such notice is
served. The filing of an election to participate by tele-
phone will be deemed a waiver of the party’s right to a full

oral hearing on the parties’ material disputes of fact. The
Membership Committee or its designated Subcommittee shall
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order a telephonic hearing o if al arties to the pro-
ceeding elect such a procedure. Such telephonic hearing
shall be held in accordance with the procedures set forth in

the order. Following the telephonic hearing, the Membership
commijttee or its designated Subcommittee shall issue a

written decision in accordance with the standards set forth
in paragraphs {a) and (b) of Rule 507,

Rule 507. Decision of Membership Committee.

{a) 8tandards of Proof. The written decision of the Membership
committee or its designated Subcommittee shall specifically
consider whether NFA has shown by a preponderance of the
evidence that the applicant or registrant is subject to the
statutory disqualification from reqgistration set forth in
the Notice of Intent and, where appropriate: ‘

{1) in actions involving statutory disqualifications set
forth in Section 8a(2) of the Act, whether the appli-
cant or reqgistrant has made a clear and convincing
showing that, notwithstanding the existence of the
statutory disqualification, full, conditioned or re-
stricted registration would pose no substantial risk to
the public; or

{2) in actions jnvolving statutory disqualifications set
forth in Sections 8a(3) or 8a{4) of the Act, whether
the applicant or registrant has shown by a_preponder-
ance of the evidence that, notwithstanding the exis-
tence of the statutory disqualification, full, condi-
tioned or restricted reqistration would pose no sub-
stantial risk to the public. '

{b) Findings. In making its written decision, the Membership
Committee or its designated Subcommittee shall set forth
facts material to its conclusion and provide an explanation
of its decision in light of the statutory disqualification
set forth in the Notice of Intent and, where appropriate,
its findings regarding: . ' .

(1) evidence mitigating the seriocusness of the wrongdoing
underlying the applicant’s or registrant’s statutory
disqualification:

(2) evidence that the applicant or reqistrant has undergone
rehabilitation since the time of the wrongful conduct
underlying the statutory disqualification; and

{3) if the person is an associated person or introducing
broker or an applicant for registration in either
capacity, evidence that the applicant’s or registrant’s
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registration on a conditional or restricted basis would
be subject to supervisory controls likely both to
detect future wrongful conduct by the applicant or
registrant and protect the public from any harm arising
from such conduct. Any decisjon providing for a condi-
tioned or restrjcted registration shall take into
consideration the applicant’s or registrant’s statutory
disqualification and the time period remaining on_such
statutory disqualification. Such decision shall fix a
time perjod after which the associated person and his
sponsor _or the introducing broker and its gquarantor may
petition to lift or modify the conditions or restric-
tions in accordance with Rule 510.

Rule 508. Orders.

{a)

Rule

Final Orders and Withdrawals of Notice of Intent. All
orders granting, denying, conditioning, restricting, sus-
pending or revoking registration issued by the President,
the Membership Committee or its designated Subcommittee
under this Part 500 (except an interim order suspending
registration pursuant to Rule 505 (qg)(2}) shall become a
final order of NFA on the date of service upon the applicant
or registrant. All Withdrawals of Notice of Intent issued
by the President shall become final on the date of service
upon the applicant or registrant. A copy of each final
order and Withdrawal of Notice of Intent issued by NFA shall
be served upon the Commission at the same time it is served
upon the applicant or registrant. All final orders shall
inform the applicant or registrant of his right to petition
the Commission for review under Section 17(o) of the Act and
applicable Commission Regulations and of the right to peti-
tion the Commission for a stay of the effective date of the
final order in accordance with Commission Requlation 171.22.

Effective Date. An inal order of NFA or Withdrawal of
Notice of Intent jssued under this Part 500 shall become

effective thirty days after the date of service of the order
on_the applicant or registrant, except as otherwise directed

by the Commission pursuant to CFTC Requlations, Part 171.

509. Settlements.

When Offers May be Made. Parties may propose offers of

settlement at any time during the course of the proceeding.
All offers of settlement shall be in writing.

Content of Offer, Each offer of §gttlément made by a re-—

spondent shall:
(1} ackpnowledge service of the Notice of Intent;
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(2) adwmit the jurisdiction of NFA with respect to the
matters set forth in the Netice of Intent:

(3) include a waiver of:
(A) a hearing,
(B} all post-hearing procedures,
(€} judicial review, and

(D) any objection to NFA staff’s participation in the
consideration of the offer by the Membership Com-
mittee or its designated Subcommittee;

{4) stipulate the basis in the record on which a final
order may be entered, which basis may consist solely of
the Notice of Intent and any findings contained in the
offer of settlement; and

(5) consent to the entry of a final order reflecting the

terms of settlement agreed upon, including where appro-
priate: )

(A) £findings that the respondent is disqualified from
reqistration undeyx Section 8a(2), 8a(3) or 8a{4)
of the Act, and

{(B) the revocation, suspension, denial or granting of
full registration or imposition of conditioned or
restricted registration.

Submission of Offer. Offers of settlement made by a respon-
dent shall be submitted in writing to NFA staff, which shall
present them to the Membership Committee or its designated
Subcommittee with staff’s recommendation. NFA staff shall
inform the respondent if the recommendation will be unfavor-
able, in which case the offer shall not be presented to the
the Membership Committee or its designated Subcommittee
unless the respondent so requests. Any offer of settlement
not presented to the Membership Committee or its designated
Subcommittee shall be null and void with respect to anvy
acknowledgement, admission, waiver, stipulation or consent
contained therein_and shall not be used in any manner in the
proceeding by any party thereto.

Acceptance of Offer. The offer of settlement only will be
deemed accepted upon issuance by the Membership Committee or
its designated Subcommittee of a final order based on the
offer. Upon issuance of the final order, the proceeding

shall be terminated ags to the respondent involved.
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Raejection of Offer. When an offer of settlement is rejected
by the Membership Committee or its designated Subcommittee,
e _pa maki the offer sh be notifjed b taff
and the offer of settlement shall be deemed withdrawn. A
rejected offer of settlement and any documents relating

thereto s 1l not constitute a of th ecord i

proceeding. The offer will be null and void with respect to

any acknowledgment, admission, waiver, stipulation or con-

sent contained therein and shall not be used in any manner
in the proceeding by any party thereto.

510. Procedures to Lift or Modify Conditions or Restric-

{ec)

tions.

Petition, The ;egist;agt and his sponsor or guarantor may

file a tition to lift or modify the conditions or estrlc—
tions on the registrant’s ;eglstrgtlon.

(1) The petition may be filed after the period specified in
the final order imposing the conditioned or res;rlgted
registration. .

{2) In the petition, the registrant and his sponsor or
guarantor shall be limited to a showing by afflgavit
that the conditions or ;estr;cglons set forth in the

orde ve been satjisfied. e affidavit
sponsor or quarantor must be sworn to _on behalf .of the
sponsor_ or gquarantor by a person with actual knowledge
of the registrant’s activities.

Responsa.

{1) Within thirty days of receipt of the petition pursuant
to paragraph (a) of this Rule, NFA staff shall file a
response. The response shall include recommendation
by staff as to whether to continue the conditions or
restrictions, modify the conditions or restrictions or
allow for a full registration. ‘

(2) If NFA staff agrees with the petitioner’s request to

ift or modify conditions or restrictions on the peti-
tioner’s registration, it shall so recommend to the

Membership Committee or its designated Subcommittee.
Such recommendation only will be deemed accepted upon

issuance the Membhership Committee or its designated

Subcommittee of an order lifting or modifying the
conditions or restrictions on the petitioner’s regis-
tration.

Oral Hearing. Tf NFA staff requests a continuation or a

modification of the conditions or restrictions on the regis-




Rule

(a)

{b)

- 59 =

tration othe tha accordance wi the terms of the

etition, the Membershi [) ttee or j designated Subcom-
mlgtee shall, within thirty days of the date that the re-

s se is filed pursuant to paragra b) of this Rule

de ermine whether a ora earing is a opriate to the

lution of the istrant’ tition.

(1) If the Membership Committee or its designated Subcom-
mittee determines that_an oral hearing is apgropglage.

it shall notify the pg;;ies oi its detgrm;nat;gn and
.shal chedule and condu accord-~
ance w1th CFTC Regglaglons 0 61 throuqh 10.81.

owj t earin the Memb ittee or jts

desiggatgd Subcommittee shall igsug a-wgigten decision
or_an_ order.

(2). If the Membership Committee or its designated Subcom-

mittee concludes that an oral hearing is unnecessary,
it shall notify the rties and issue a itten deci-

sion or an order.

PART 600. WITHDRAWAL FROM REGISTRATION

601. Withdrawal from Registration.

A [registrant] futures commission merchant, introducin

roke commodity tradi advisor, commodit ool operator
or leverage transaction merchant may request that its regis-
tration [in one or more capacities] be withdrawn in accord-
ance with the requirements of this Rule if:

(1) the registrant has ceased, or has not commenced, engag-
ing in activities requiring registration in such
capacity; or

(2) the registrant is exempt from registration in such
" capacity; or

(3) the registrant is excluded from the persons or any’
class of persons requlred to be registered in such
capacity;

Provided, that NFA may consider separately each capacity for
which withdrawal is requested in acting upon such a request.

A request for withdrawal from registration [as a futures
commission merchant, introducing broker, commodity pool
Operator, commodity trading advisor, or leverage trans-
actions merchant] under thlS Rule must be on a Form 7-W
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completed and filed with NFA in accordance with the instruc-
- tions thereto.

(c) A request for withdrawal from registration will become
effective on the thirtieth day after receipt of such request
by NFA, or earlier upon notice from NFA of the granting of
such request, unless prior to the effective date:

(1) the Commission or NFA has instituted a proceeding to
suspend or revoke such registration;

(2) the Commission or NFA imposes, or gives notice by mail,
which notice shall be complete upon mailing, that it
intends to impose terms or conditions upon such with-
drawal from registration;

(3) the registrant is given notice by mail, which notice
shall be complete upon mailing, or is otherwise noti-
fied that it is currently the subject of an investiga-
tion to determine, among other things, whether such
registrant has violated, is violating, or is about to
violate the Act, [R]rules, [R]regulations, or orders
adopted thereunder;

(4) NFA requests from the registrant further information
pertaining to its request for withdrawal from registra-
tion; or .

(5) NFA determines that it would be contrary to the re-
quirements of the Act or of any [R]rule, {R]regulation,
or order thereunder, or to the public interest to
permit such withdrawal from registration.

(d) Withdrawal from registration in one capacity does not con-
stitute withdrawal from registration in any other capacity.

(e) Withdrawal from registration does not constitute a release
from liability for any violation of the Act or of any
{R]rule, [R]regulation, or order thereunder which og¢curred

while a person was registered.

CERTIFICATION OF REGISTRATION RECORDS

PART 700. PROCEDURES GOVERNING ACCESS TO AND
MAINTAINED BY NFA

Rule 701. Disclosure of Information from Reglstrat1on Records
Maintained by NFA.




(e)

(2)

Rule

(a)

(b)

Disclosure of Non-Public Information. Requests for access
to registration records, or portions thereof, noct subject to
disclosure as public or publicly available under paragraph
(b) (1) of this Rule shall be referred or transmitted to the
Commission for response; except that, NFA will disclose such
records or portions thereof:

® * %

to any futures commission merchant with whom an introducing
broker, whether an applicant or registrant, has or plans to
enter into a guarantee agreement under CFTC Regulation 1.10:
Provided, that the futures commission merchant makes an
appropriate showing as to its [identity:;) status as the

introducing broker’s quarantor or proposed gquarantor;
“« % w |

702. Certification of the Authonticity of Registration
Records Maintained by NFA.

Designation of Custodian and [Depﬁty] Deputies.

The President shall designate an NFA employee to serve as
the NFA Record Custodian ("Custodian"). The President
{shall]) also may designate [an] one or more NFA employees to
serve as [the] Deputy Record Custodiang [ ("Deputy")] ("Depu-
ties”). The Custodian and the Deputies shall be respon51b1e
for maintaining all registration records in NFA'’s possession
and shall be the legal custodians of these registration
records.

Authority of Custodian and [Deputy] Deputies,

The Custodian, each of the ([Deputy] Deputies, or in their
absence, any NFA employee designated by the President, the
Custodlan, or one of the [Deputy] Deputies, is authorized to
certlfy in wrltlng the authenticity of registration records
in NFA’s possession for purposes of any judicial or adminis-
trative proceeding. The Custodian, each of the [Deputy])
Deputies, or any designated employee [is] also is author-
ized to certify in writing as to the maintenance and com-
Pleteness of the registration records in NFA’s possession,
as well as the thoroughness of NFA’s search for requested
documents, for purposes of any judicial or administrative
proceeding. '
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(c) Effactiveness of Certification.

This written certification shall be effective when executed
by the Custodian, one of the [Deputy] Deputi s, or any
designated employee.

PART 800. ALTERNATIVE METHODS OF FILING
REGISTRATION FORMS

Rule 801. Electronic Filing of Forms 8~R, 3-R and 8-T

Registrants which are futures commission merchants, intro-
ducing brokers, commodity pool operators, or commodity
trading advisors can file Forms 8~R, 3-R, and 8-T electroni-
cally by direct d1a1-upAtransm1551on to NFA's registration
and membership database under the following conditions.

f{a)[.] The fecllowing requirements apply to the electronic filing
of Forms B-R by a sponsoring registrant for its principals
and associated persons and for the principals and associated
.persons of its guaranteed introducing brokers. )

{1)[.]) On the day that the sponsoring registrant authorizes
the computer to process the electronic filing, the
sponsoring registrant must send the applicant’s dis-
ciplinary history on a form provided by NFA and signed
by the applicant, to NFA’s Director of Registration,
with all attachments required by [Registration] Rule
206(a) (3) or [(b)(4)] 301(b) (3), by placing it in the
United States mail (first class postage prepaid), by
hand-delivery, or by any other standard means of con-
veyance 1nc1ud1ng a generally recognlzed overnight
delivery service.

{2}[.] Temporary licenses granted on the basis of an elec-
tronic filing shall terminate immediately upon notice
to the sponsoring registrant that the applicant’s
disciplinary history, with all required attachments,
was not received by NFA within five business days after
the electronic filing was processed or that the appli-
cant’s disciplinary history[,] or the required attach-
ments indicate that the applicant does not qualify for
a temporary license. The notice may be given by elec-
tronic transmission to a terminal on the sponsoring
registrant’s premises, by United States mail, by hand
delivery, or by any other standard means of conveyance
including a generally recognized overnight dellvery
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service. This Rule does not affect NFA‘’s right to
terminate temporary licenses under the conditions
authorized by [Registration] Rule 301.

-(b)[.] By authorizing the computer to process an electronically
filed form, the registrant filing the form electronically
certifies that it has complied with the requirements of this
Rule and has made all reasonable efforts to ensure that the
electronic filing is accurate. The registrant also makes
the following specific certifications for each electron-
ically filed Form 8-R:

(1) that the information supplied by the applicant in re-
sponse to questions contained in the electronically
filed Form 8-R which relate tco the applicant’s employ-
ment and education history for the past three years has
been verified;

{2) that the applicant has been hired or is employed by the
sponsoring firm; or it is the intention of the sponsor
to hire or otherwise employ the appljcant as an asso-
ciated person within thirty days after receipt of
notification that the applicant has received a
temporary license or has been so registered (contingent
upon _the sponsor hiring or otherwise employing the
applicant as an associated person within thirty days);

{3) that the applicant will not be permitted to act as an
associated person until the applicant has received a
temporary license or has been registered pursuant to
the electronically filed application:

{4) that the registrant understands it is the duty and
obligation of the firm not to employ a person with a
statutory disqualification under Section 8a(2) of the
Act, to notify the Commission when any verson with the
firm is subject to a statutory disqualification under
Section 8a(2) of the Act and to supervise the sponsored

erson med in the electronica filed Fo 8=-R, once
he or she is emploved, with a view toward preventing
him or her from committing violations of the Act and
the rules, requlations, and orders thereunder;

(5) that if the applicant answered "Yes" to item 14 or 16
on the Form 8-R, the reqistrant firm has received a
copy of the complaint or letter issued by the Commis-

sion or NFA:; and

{6) that the information contained in the electronically
filed Form 8-R has been supplied to the firm for the
sole purpose of allowing it to verify the information
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contained in Form 8-R _in connection with the registra-

tion of the perseon named in the ectronica filed
orm 8-R as an associate erso, nd t i a

taken, and will take, such measures as are necessary to
prevent the unwarranted dissemination of any of the
information contained in the electronically filed Form

8= e records =3 suppo
of Form 8-=R.

These certifications shall have the same force and effect as
a certification on the form itself signed by an authorized
officer of the registrant.

{c)[.] No registrant may electronically file registration forms
until NFA has assigned it an identifying code and password.
The registrant may not file forms electronically using any
other identifying code.

{d)[.] Each registrant is responsible for maintaining the secu-
rity and confidentiality of its identifying code and pass-
word and for controlling access to all terminals which are
signed on to NFA’s registration and membership database.

{e) [.] Each registrant which files electronically shall make "
available its data entry personnel, authorized to or
actually performing duties related to electronic filings,
for testimony in court or before the [CFTC] Commission,
NFA[,] or any contract market regarding the authentication,
integrity or accuracy of any electronic filing.

{£f)[.] The availability of electronic filing is a privilege and
not a right. NFA may disable a registrant’s identifying
code and password and terminate the registrant’s ability to
electronically file forms at any time, without notice or a
hearing, and in NFA’s sole discretion.

[APPENDIX 1]

[Various sections of the Act and the Requlations promulgated
thereunder specify certain exemptions from registration as a
futures commission merchant, introducing broker, commodity
‘pool operator, commodity trading advisor, and associated
persons thereof. While the full text of these sections of
the Act and Regulations should be consulted to determine if
a particular exemption applies to a prospective applicant,
the following exemptions from registration are generally
available.




Pursuant to Commission Regulation 3.10, an individual or

.. organization trading solely for proprietary accounts, as

" - defined in Regulation 1.3(y), is not required to register as
' mnission mercha

Pursuant to Commission Regulation 1.3 (mm), an individual or
organization is not required to register as an introducing
broker if: (1) it is registered as and acting in the capa-
city of an associated person, floor broker, or futures
commission merchant; (2) it is registered as a commodity
_pool operator and only operates pools; or (3) it is regis-
tered as a commodity trading advisor and either solely
manages accounts under powers of attorney or does not re-
ceive per trade compensation.

- Pursuant to Commission Regulation 4.13, an individual or
organization is not required to register as a commodity pool
- operator if: (1) it does not receive any compensation or
other payment, directly or indirectly, for operating the
pool, except reimbursement for the ordinary administrative
expenses of operating the pool; and it operates only one
commodity pool at any time; and it is not otherwise required
to register with the Commission and is not a business affil-
iate of any person required to register with the Commission;
and neither the person nor any other person involved with
the pool does any advertising in connection with the pool;
or (2) the total gross capital contributions it receives for
units of participation in all of the pools that it operates
or that it intends to operate do not in the aggregate exceed
$200,000; and none of the pools cperated by it has more than
15 participants at any time.

Pursuant to Section 4m of the Act and Commission Regulation
4.14, an individual or organization is not required to
register as a commodity trading advisor if: (1) it is a

- dealer, processor, broker, or seller in cash market trans-
actions of any commodity (or product thereof), and the

. person’s commodity trading advice is solely incidental to

- the conduct of its cash market business; (2) it is a non-
profit voluntary membership, trade association, or farm
organization and the person’s commodity trading advice is
gsolely incidental to the conduct of its business as such
assocliation or organization; (3) it is reglstered under the
Act as an associated person, and the person’s commodity
trading advice is issued solely in connection with its
employment as an associated person; (4) it is registered
under the Act as a commodlty pool operator, and the person’s
commodity trading advice is directed solely to, and for the
sole use of, the pool or pools for which it is so regis-
-tered; (5) it is exempt from registration as a commeodity
pool operator, and the person’s commodity trading advice is
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directed solely to, and for the sole use of, the pool or
pools for which it is so exempt; (6) it is registered under
the Act as an introducing broker, and the person’s trading
advice is solely in connection with its business as an
introducing broker; (7) it is registered under the Act as a
leverage transaction merchant and the person’s trading
advice is solely in connection with its business as a lever-
age transaction merchant; or (8) it has provided advice to
15 or fewer persons during the past 12 months and has not
held itself out to the public as a commodity trading
advisor.

Pursuant to Section 4k of the Act and Commission Regulations
3.12 and 3.16, a person is not required to register as an
associated person if: (1) he is already registered as a
futures commission merchant, floor broker, or as an intro-
ducing broker; (2) he is already registered as a commodity
pocl cperator if he is to be associated with a commodity
pool operator; (3) he is already registered as a commodity
trading advisor if he is to be associated with a commodity
trading advisor; or (4) he is engaged in the solicitation of
funds, securities, or property for participation in a com-
modity pool, or the supervision of any person or persons so
engaged, pursuant to registration with the National Associa-
tion of Securities Dealers as a registered representative,
registered principal, limited representative, or limited
principal, and that person does not engage in any other
activity subject to requlation by the Commission.

Petitidns for exemption from registration must be directed
to the Commission pursuant to the above Regulations.]

BYLAWS
OoF
NATIONAL FUTURES ASBOCIATION
" %
'CHAPTER 3
HEHBERSEIP AND ASSOCIATION WITH A MEMBER

Bylaw 301. Requirements and Restrictions.

* & %




- §7 -

(k) Termination of Membership and Associate Membership.

The membership or associate membership of any person may be
terminated as set forth below. Termination of a person’s
membership or associate membership pursuant to paragraphs
(i) through (vii) shall not relieve the Member or Associate
of any responsibility under the NFA Code of Arbitration or
Compliance Rules for activities prior to termination, or of
the obligation to pay any dues, assessments, fines, penal-
ties or other charges theretofore accrued and unpaid.

(i) Termination of Temporary License.

The termination of the temporary license of any Member
or Associate shall also terminate such person’s member-
ship or associate membership unless such person remains
otherwise eligible for membership under Bylaw 301(a).

(ii) Withdrawal of Registration.

The membership of any Member that withdraws all regis-
trations under the Act may be summarily terminated by
order of the President. on seven days’ written notice.

(iii) Termination of Employment as Associate.

Each Member shall promptly inform the Secretary of the
termination of employment of any registered Associate
with the Member. If such person is no longer listed as
an Associate [or] of any Member following such termina-
tion, the individual’s registration with NFA as an
Associate shall also terminate unless the Secretary is
notified in writing by another Member, within 60 days
thereafter, that such person has become associated with
it.

(iv) Resignation.
A Member, unless under investigation or disciplinary
charges by NFA, may resign at any time by filing writ-
ten notice with the Secretary.

(v) Failure to Notify of Address Change (see Bylaw 301(i)).

(vi) Default in Payment of Dues (see Bylaw 1303).

(vii) Revocation [ (see Bylaw 301(g))].

The membership of any Member or any person associate

with a Member whose registration under the Act is
revoked shall terminate without further notice.
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UNITED STATES OF AMERICA
COMMODITY FUTURES TRADING COMMISSION

2033 K Street, N.W,
Washington, D.C. 20581

September 21, 1993

Daniel J. Roth, Esqg.

General Counsel

National Futures Association
200 West Madison Street
Chicago, Illinois 60606

Re: The National Futures Association’s Proposed
Registration Rule Amendments, Appendix
Deletion and Interpretive Notice

Dear Mr. Roth:

By letters dated December 4, 1992 and June 10, 1993, the
National Futures Association ("NFA") submitted to the Commission,
pursuant to Section 17(j) of the Commodity Exchange Act ("Act"),
a proposed amendments to Bylaw 3014h) (vii) and Registration Rules
101, 201-10, 213-14, 301-02, 401-02, 601, 701-02 and 801; a
proposed deletion of Appendix A to the Registration Rules and a
proposed Interpretive Notice to NFA’s Registration Rule 402.

Please be advised that on this date the Commission has
approved the above-listed NFA proposed Registration Rule
amendments, appendix deletion and interpretive notice under
Section 17(j) of the Act.

Sincerely,

an A. Webb
retary of the Commission
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N FH NATIONAL FUTURES ASSOCIATION
200 W. MADISON ST, » CHICAGO, IL *» 60606-3447 » (312) 781-1300
June 10, 1993

David Van Wagner
Commodity Futures Trading
Commission
| Division of Trading and Markets
| 2033 K Street, N.W.
| Washington, D.C. 20581

Re: Proposed NFA Registration Rule 211
Dear Mr. Van Wagner:

Daniel Roth has asked me to respond to your inquiry
concerning NFA’s proposed Registration Rule 211i. NFA Regis~-
| tration Rule 211, as proposed, intentionally does not track the
! language of the analogous Part 3 Rule, Regulation 3.22. NFA
| proposed its Rule 211 with the language of the comments accom-
| panying the Commission’s proposed Part 3 rules in mind. The
‘ Commission stated that NFA’s registration rules need not be
identical to the Commission’s Part 3 rules provided that appli-
| cants and registrants subject to statutory disqualifications are
provided with rights similar to those under the Commission’s
rules. 56 Federal Register 37029 (August 2, 1991). NFA Regis-~
tration Rule 211, as proposed, is an example of such a rule.

proposed (and adopted) Regulation 3.22, Appendix A to Part 3
provides that good cause exists to affect a person’s registration
if that person fails to answer inquiries or requests for further
information in connection with an application for registration.
1d. at 37035, n.34. This policy not only reflects sound regula-
tory judgment but also recognition that the cooperation of
applicants and registrants is essential to the task of determin-
ing their fitness for registration. As the Commission pointed
out, absent information concerning mitigation and rehabilitatien,
NFA might be compelled to initiate unnecessary, costly and time
consuming adverse actions. Id. at 37035.

|
|
1
| As the Commission noted in its comments related to its
i
|

It is not inconceivable that an applicant or registrant
might not voluntarily provide information which evidences aggra-
vation or lack of mitigation or rehabilitation. NFA’s proposed
Registration Rule 211 would require rather then permit the
applicant or registrant to provide such information. Such a
result, in NFA’s view, is consistent with the Commission’s
regulations. Regulation 3.22 should not be read as providing

O
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David Van Wagner June 10, 1993

applicants or registrants with the right to withhold damaging
| information. Such an interpretation would be completely at odds
with the notion of self-disclosed disciplinary information
embodied in the Act and the CFTC Regulations. Just as with
information concerning the existence of statutory disqualifica-
tions, NFA believes that the refusal or failure to provide
derogatory information concerning mitigation and rehabilitation
reflects upon the fitness of an applicant or registrant and
constitutes good cause to affect a registration.

It is frankly difficult to conceive of a circumstance

| in which an applicant or registrant would decide to withhold
| favorable mitigation or rehabilitation evidence in light of the

alternative of an adverse proceeding being instituted. However,
| NFA believes that, on balance, it should not be required to waste
| valuable resources instituting an adverse action because somecne
| refuses or fails to provide evidence which would make such a
proceeding unnecessary.

If you have any questions or if I can be of any further
| assistance, please telephone me at your convenience.

| Sincerely,

R

; N RN

| Michael J.\Crowlgy
Associate General Counsel
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UNITED STATES OF AMERICA
COMMODITY FUTURES TRADING COMMISSION

2033 K Street, N.W.
Washington, D.C. 20581

May 17, 1993

Daniel J. Roth, Esq.

General Counsel

National Futures Association

200 West Madison Street -- Suite 1600
Chicago, IL 60606

Re: Proposed amendments to NFA Code of
Arbitration (§§2(a), 6(k), 10(g) and 17}
and Member Arbitration Rules (§§10(g)
and 16)

Dear Mr. Roth:

By letters dated August 27 and December 4, 1992, and
April 16, 1993, the National Futures Association ("NFA")
submitted the captioned rule proposals pursuant to section 17(j)
of the Commodity Exchange Act ("Act") for Commission approval.
The rule proposals relate to jurisdictional requirements for
arbitration, dismissal authority, noncompliance with settlement
agreements, and the treatment of conflicts between NFA's
arbitration rules and parties' arbitration agreements. Please be
advised that the Commission has approved the proposal effective
immediately.

Yours truly,

N Lwedd-

an A. Webb
ecretary of the Commission
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