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November 21, 1985

Ms. Jean A. Webb
Secretary
Commodity Futures Trading Commission
2033 "K" Street, N.w.
washington, D. C. 20581

Re: National Futules Association Proposed Amendments to
Article VI , Section 2; Article VII, Sections 2 and 3t
Article VIII, Section 3t Article X, Sections 1 and
2; Article XL Section 1; Article XVII and Article
XVIII, Section (n) of the Articles of Incorporation'
and Bylaws 406 and 503.

Dear Ms. Webb:

Pursuant to Section 17 (j ) of the Commodity Exchange
Act ("Act"), as amended, National Futures Association ('NFA")
hereby submits to the Commodity Futures Trading Commission
("Commission" ) proposed amendments to NFA's Articles of
Incorporation and Bylaws and requests review and approval
of these amendments. The Articles amendments r^rere ratified
by the Board of Directors ("Board" ) on August 15, 1985,
and have since been adopted by a majority vote of the Members
in each of the Contract Market, FCM and Industry Participant
categories. The Bylaw amendments were adopted by the Board
on August 15, 1985, to become effective upon membership
approval of the Articles Amendments.

I. Arnendments to Articles of Incorporation

Amendments to Article VI Section 2

(Deletions are rt!+eken throrigh; additions are underscored. )

Section 2:

Each Member
in one or more of

(a) FCMs;

ARTICLE VI: UEI{BBRS

***

Membership Category.

which qualifies for membership status
the following categories--

(b) comrnercial firms;
(c) CPos;

(d ) CTAs t
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conmercial- banks;

IBs
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(f)

---sha11 be deemed to be a Member for the purposes of Articles
vII, VIII, and x only in that single category to which
its business activities prinarily relate. Each Member
sha1l have one vote on all matters on which the Memberrs
category is entitl-ed to vote, except that a CPO, or CTA
or IB Member shall not be entitled to vote in such category

(a) it is an employee of an FCM Member;

(b) an FcM Member or employee thereof holds a majority
equity interest in the Member; ot

(c) the Member is otherwise directly or indirectly
controlled by an rCM MembeLlxgsp!_-qqlg__I9
Member which has entered into a guarantee aqreement
with an FC!4 Member shall not be deemed for purposes

.....:..........ot sucn aqreement;

Provided, however, that such CPO, or CTA or IB Member shall
be entitled to vote in any one oE such ot1E-r categories
(e.9., FCM) in which it qualifies for membership status.

Amendnents to Article VII, Sections 2 and 3

(Deletions are strieken throtrqh; additions are underscored. )

ARTICLB VII: BOARD OF DIRECTORS

tt:l

(e)

Section

The Board of

2z Composition

Directors shall

Board.

comprised as follows:
***

(b) Futures Commission Merchant ard IntIeglc.i.g_ Brgg
RepresenraEives.

Fourteen t14) fifteen (I5) elected repre-
sentatives of registered Futures Cornmission
Merchant (hereinafter rrFCMn) Members and
reqistered Introducinq Broker ( hereinafter

(i)

our cateqorles
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(A) Four (4) representatives of such FCMS having
I -15 offices.

(B) Four (4) representatives of such FCMS having
l-6-50 offices.

(C) Six (6) representatives of such FCMs havj-ng
5l or more offices.

(D) One (1) representative of such IBs.

An FCM Member's offices shall- include the
offices of any affiliate through which offices
the FCM Member conducts its FCM business.

(ii) Not more than one-half of the total number
of FCM representatj-ve s on the Board shall-
reside (as ilef ined in Articl-e XVIII ) in
the same NFA region. If more than one-hal.f
of the individuals receivingf sufficient
votes for election to the Board reside in
the same NFA region, onLy the seven such
individuals receiving the greatest number
of* votes among those individuals sha1l be
el-ected, subject to the category appor-
tionment requirements of paragraph (b)(i)
above; the remaining seven FCM represen-
tatives on the Board shall be those indivi-
duals not within that region who receive
the greatest number of votes among such
individuals, subject to the category appor-
tionment requirements of paragraph (b)(i)
above: Provided, however, the prohibition
on more than one-ha1f of the FCM represen-
tatives residing in the same region shall
not be applied to the extent it would create
a vacancy or vacancj,es on the Board. Ties
sha11 be resolved by the Board by random
draw .

(iii) The IB Director mav reside in any NFA reqion.
(iv) No FCM or IB shall have more than one repre-

sentatiiE-ii the Board at any one time. For
purposes of this limitation, a person shall
be deemed a representative of an FCM or IB
Member if the person is an of f icer, dE-ctor,
partner, employee or beneficiaL owner of
more than 108 of the equity stock of the
FCM or IB, and the person is not a contract
market representative.
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***

Section 3: Nominations; Blections.
itr

(b) Petition Procedure.

Nomj.natj.ons may be made for elected Director
positions by3

(i) Petition signed by 50 or more NFA Members
in the category for which the nomination
is made (i.e., FCM; rB; commercial firm;
CPO; CTA; and comme rEfEl bank); or

*t*

A4erld4ents tq Articlg_ylJ-Ir._ tgien l
(Deletions are slr*eken lhrough; additions are underscored. )

ARTICLE VIII: EI(ECUTM COI|${ITTEE

**r

Section 3: Composition.

The Executive Committee shall be comprised of the
following:

(a) NFA's President, and

(b) tline (9) Directors, as follows:
(i) The Chairman of the Board of Directors, and

(ii) Eight (8) other Directors, as fol-Iows:

(A) Two (2) Directors representins contract
markets:

(1) One (i.) representative of a contract
market wj-th two ( 2 ) Directors on the
Board; and
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One (1) representative of a contract
market that has one (1) Director on
the Board and that is in a different
region fron the contract market repre-
sented in paragraph (f) above: provided,
bowever, if no contract market has
two Directors on the Board, there shall
be two Directors on the Committee from
contract markets with one Director
on the Board, Such Directors shal1
be from contract markets residinq in
different regions;

Three (3) Directors representing r.CMs
or IBs, except that no more than two
(21 of the Directors may represent
FCMs residing in the same region;
ko (2) Directors representing Industry
Participants other than commercial
banks, except that the participants
so represented must be from different
categories of eligible fndustry participants
(see Section 2(c)(i) (A)-(C) of Arricle
VII) and must reside in different regions;
and

One (l) Director who is a public Repre-
sentative.

(Deletions are striehen through; additions are underscored, )

ARTICTE X: !{OUINATING CoTIIIIIITTEE

section 1: General.

(2)

(B)

(c)

(D)

lowing caEEgor.ie-ries of Members: Fctls t rBs; commercial f irms;
CPos; CTAs; and comrnercial banks. Each S-ub-Corunittee sha1l

There shall be a Nominating Committee, composed offive +5) six (5) Sub*Cornmittees , one for each oi the fol-

nominate one candidate for each position to be filled onthe Board in the Sub-Committee's category, in accord.ancehrith the eligibility requirements of Article VII.
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Tem of !{embers.

(a) Each Sub-Committee of the Nominating Committee
shaIl be composed of three (3) representatives
of the Sub-Committee's category, except that:
(i) The FcM Sub-Comnittee shall be composed

6f one (1) representative of FcMs with t-15
offices, one (1) representative of FcMs
b/ith 16-50 offices, and one (I) representa-
tive of FcMs with 51 or more offices; and

(ii) The IB Sub ttee shall be sed of

resenta t
adiusted net ca

ve of IBs

net capital.
(b) Each member of the Nominatins Comrnittee shalI

serve for a term of one year, or untif the Annual
Election in which there is at least one position
to be filled on the Board in the cFf Fc'.)rw of

=.

Amendment to Article XI Section 1

(Additions are underscored. )

ARTICLE XI: BYI,AWS

Section 1: AdoptioD, eEendment and Repeal.

Bylaws of NFA nay be adopted, amended or repealed by
a majority of all Directors in office at the time' except
that :

(a) category Voting.

The Board shall not take the following actions
unless a majority of all Directors in each of
the membership categories set forth in Section
2(a)-2(c) of Articl-e vII (contract markets, FcMs
and fBs, and fndustry Participants) approvesl

reD! e s entat ave s
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(i) Delegating or otherwise granting authority
to any NFA Conmittee, officer, employee
or aqent, or any other person, to adopt,
amend or repeal any Bylaw.

(ii) Adopting, amending or repealing any Bylaw
regarding dues or assessmentsi and

(b) contract Market Dues and Assessments.

No Bylaw regarding dues, assessments or similar
charges irnposed on contract market Members may
be adopted, amended or repealed without the consent
of a1l- Directors representing contract markets.

Amendment to Article XVII

(Additions are underscored. )

ARTICLB XVII: ADOPTION, AMENDI.,IENT AllD
REPE,AI. OT ARTICLES

No provision of these Articles may be adopted, amended
or repealed except in the manner prescribed in this Article.
Each such proposed change to the Articles shal"l be reviewed
by the Board, and shall be submitted to the Members of
NFA only upon ratification of the proposal by two-thirds
of the Directors in the category set forth in Section 2(a)
of Articl-e VII (contract markets ), and a majority of the
Board members in each of the two categories set forth in
SectioDs 2(b) and 2(c) of that Article (FCMS and IBs, and
Industry Participants). If any such proposed change relates
to Article III, Section 2, such proposed change sha11 not
be considered by the Board for ratification unless at least
60 days r,rritten notice of the proposed change has been
given to each contract market Member. Upon such ratj-fication,
the proposal shal1 be subnitted to a ballot vote of the
Members and shaIl be adopted upon the affirmative vote
of a majority of Menbers in each of the categories set
forth in Sections 2(a) throuqh 2(c) of Article vII.
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Amefqd4ent to Article XVIII, Section (n)

(Additions are underscored . )

ARTICLB X\IIII: DEFINITIONS

As used in these Articles-
t*a

(n) "Introducing Broker" or "IB" - means an introducing
broker as that term iEIGE -in the Conmodity
Exchange Act, and that is required to be registered
as such under the Act and Commissi.on Ru1es.

(Additions are underscored . )

CEAPTER 4
UEMBER UEETINGS AND BLECTIONS

ia*

Byla\r 405. Elections.

Beginning with the calendar year of 1983, the
Annual Election shall be held on the second Tuesdav in
..January, at which the vacancies on the Board and N6minatinq
Committee shal1 be fiIled. Before the October 15 precedin6
the election, the Secretary shall (i) notify all rnimbers
in the FCM and IB and Industry participant categories ofthe electedTfrEEtors and the menbers of tne Norninatinq
Coftunittee whose terms will expire at the AnnuaI Election
and (ii ) request the subrnission to the Nominating Conmittee
of -the names of eligible persons to fill those positions.
Before the November 20 preceding the election, the uominating
conmittee shall submit its list of nominees for the positions
to the Secretary, who shatl promptly notify the Membersof the nominations. other nominations may be made by petition,
as prescribed in the Articles. Each petilion must iaentifythe position to which the nomination pertains. petitions
must be received by the Secretary wit-hin 2I days of the
issuance of the Seretary's notification of the candidates
proposed by the Noninating Conmittee. pronptly after theexpiration of the period within which petitions may be
subrnitted, the Secretary sha11 cause written ballots to
be sent to all FCM, IB and Industry participant Members.
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CE'\PTER 5
BOARD OF DIRECTORS

**t

Bylaw 503. Reuoval- of Directors.
Any FCM, IB or Industry Participant Director

may be removed by a najority of the Members eligible to
elect the Di-rector h'henever, in their judgrnent, the best
interests of NFA will be served thereby. Any Public Representative
Director may be removed by a majoiity of the Board, under
the same standard.

II. Explanation of the Articles and Bylaw Amendments

The purpose of the Amendments is to expand NFAis
Board by the addition of one tntroducing Broker ("IB")
Direct.or. when the CFTC originally approved NFArs Articles,
the IB registration category had not yet been implemented.
Although agents of Fclts existed at lhe time, it \"ras not
deemed necessary to allocate specific Board representation
to such agents j.n view of the relationship such agents
had to their FCMS. (There are 14 FCM Directors on the
Board. ) To the extent that that IB registration category
(especially the category of guaranteed IB) is analogous
to the prior "agent" category the FcU Directors could also
.be said to represent a segment of the IB membership as
wel"l- In addition, Directors who represent Industry Participants
such as CPOS and CTAS may also be connected with IB }4embers.
Ilowever, in view of the substantial role IB Members play
in NFAr s affairs the Board decided that it would be appropriate
to add a Director who would specifically be elected from
and by the IB Members.

In order to accomplish this, anendments to seven
Articles and two Bylaws have been adopted:

Article VI: The amend.ment creates the IB membership
category for voting purposes.

Article VII: The amendment expands the FCM category of
Directors, which will now become the FCM' and IB category and wiII include 15 representatives
(14 !.CM and 1 IB). The IB Dilector can
be an independent or guaranteed IB and r'i'i 11
be elected bv the IB Members.
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Article VIII:

Article x:

Article xI:

Article XVII:

Article XVIII:

Bylaw 406:

Bylaw 503:

November 2I , L985

The amendment makes the IB Director eligible
for nernbership on the Executive Committee.

The amendment creates an IB Sub-Conmittee
of the Nominating Conmittee.

The amendment places the IB Director in
the FCM and IB category for category voting
purposes, when category voting is required
for the adoption, amendment or repeal of
a Bylaw.

The amendment conforms this Article to the
categories established under Article VII.
The IB Director will vote in the FCM and
IB category on any future proposed change
to the Articles, and IB Members wi-ll vote
in the FCM and IB category if such a change
is submitted for a ba1lot vote of the member-
ship,

The amendment to this definitional section
i-ncludes the abbreviation nIB" for fntroducinq
Broker.

The amendment conforms this Bylaw to the
categories established under Article VII.

The amendment conforms this Bylaw to the
categories established under Article VII.

NFA respectfully requests the Commission to declare
the proposed amendments effective upon approval by the
Commission, as authorized by Section 17(j) of the Act.

very truly yourq,

t..
\"-/'>'>.'.

// --'?-'i c. "/ /' / '
/ loseph H. Harr i son

Vice President, General Counsel
and Secretarv

kd,zkp(d4-f 2 )

cc: Chairman Susan M. Phj.llips
Conmissioner Kalo A. Hineman
Corunissioner Fo$rler C. west
Commissioner William E. Seale
Cornnissioner Robert R. Davis
Andrea M. Corcoran, Esq.
Kenneth M. Raisler, Esq.
Dennis KIejna, Esq.
Kevin M. Poley' Esg.
Kenneth M. Rosenzweig, Esq.
Linda Kurjan' Esq.



UNIIED STATES OF AMERICA

COMMODITY FUTURES TRADING COMMISSION
2033 K Street, N.W.

washlngton, D.c. 20581

Febnary 10, 1986

Jcseph H. Harrison, Jr., Esg.
Cereral Counsef
Natiolal Flrtures Association
200 west l4adison Street
Ctricago, Illinois 60606

Re: AlEndlents to National F\.ltures Association article
VI, Seetion 2; Article VII, SecEj.ons 2 ard 3t Articl-e
wII, secbion 3; Article X' Se(*.ions 1 arrl 2; Article
xI, ffiion 1; Article XV-II; Article ){vlII, S€ction (n) t
and Byl-avts 405 and 503

Dear 1.4r. Harrison:

Ttr-is is to inform ttre National F\rtures Association that on February 7t
1986, the Ccnmission apprcved tlrc captiored NFA rule prcposals, wtticth all
relate t-o representation of introducilg brroker-rerbers fut tlle governance of
NFA. ItEse prq)osals r.rere sutnitted for Ccmrlission revielr and approval
pursuant to Section 17(j) of tlF CcslnDdity E<change Act by a letter frcm ]rcu
dated Nc tsTber 21 ard reeived bv tlre Ccnnrission on Decefiber 2, 1985.

Very truly yours,

Cy"^- fl fuf'b'
San A. Webb
L6ecretary of ttre Ccnndssion

Cafl m:
b FFreeT-8
L€fiL SMFF
I. No,e ,: sne,o,u

FEB 141986

GENERAL COUNSEUS OFFICE


