
I
N/l\ NATIONAL FUTURES ASSOCTATION

I lf I I 200 W MAOISON St . CHICAGO tL.6{}6o6.s..r. r-lrrr'.ra.tl

Augrust 26, L992

Vla Overnicrht MaiL

I{s. Jean A. Webb
secretariat
Con'nodity Futures Trading Connission
2033 K Street, N.W.
Washington, D.C. 20581

Re: Proposed Anendment to Article vII , section 2, ofNational Futures Association,s Arlic1es of fncorpora_tion
Dear Us. Webb:

Rrrsuant to section u(j) of the co,r.'riodity ExchangeAct, _as aDended, Nationat Futures-iEsociation ( rNFA-n ) herebysubnits to the Cop'nodity zutures Trading CoDnijsion i trconnis-
sior.lrt I a proposed anendnent to Article ff I , section i , of l{I,A, sArt+g+e: of fncorporation (trArtlclesr). 1f!re amendment wasratified by NFA,S Board of Directors {"Bou"d"1 at its neeting onItay 2L, 1992 and has since been adopted by a two-third,s vote ofthose NFA lfembers actually voting in tne contract ]tarket caEegoryand a majority of those utnbers ictuarly voting in the Fcr{, LTr{and fB categrory and the fndustry participant citegory. NfAintends to make the anendment t; Article VII, Secaio;r 2, effec_tive ten days after receipt of this submission by the cornrnissionunresa ttre cotomission notifies NFA nithin the ten-day period thatthe conmigaion has deternined to revies the amendmen! ?orapproval.

r. ITEE PROPOSED AUENDT{ENIA

Amendment to Article Vff, Section 2, Eo change theallocation of Fclt seats on NFA,S Board (adclitions are rinderscored
and deletions are placed within brackets):
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ARTICIJS OF INCORPORATION
OF

NAUONAL FIIN'RES ASSOCIATTON

***

ARTICLE VII: BOARD OF DIRECTORS

***

section 2: Conposition of Board.

The Board of Directors shall be couprised as follows:
*t*

(b) Futures Connission llerchant, I€verage Transaction Uerchantand Introducing Broker Representatiies.
(1) Sixteen (15) 

. etected representatives of registered
Futures Conmission Merchant (hereinafter rfglrlr ) [en-bers, registered Leverage Transaction Merchant (herein-after rrLTHn ) Ir{ernhers, and registered Introducing Broker(hereinafter DIBr) Menbers, diviaea [into five 6ate-goriesl as follolrs:

-2-

(A) [Four(4) ] Three (31 representatives of [such] FCMs
and LTMS havi.ng 1-15 of f j"ces.

(B) { Four (4) I Three (31 representatives of [such]
FCIlts and LTIrls having 16-50 0f f ices.

(C) Trto (21 representatives of Fgltts and LfMs fromeither catedory A or B above-
(D)

t (D) I rEl

-Six. (5) representatives of [such] FC]ts and LTus
having 51 or more offices.
one. (1) representative of fBs required to maintain
minimum adjusted net capital.
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Augrust 26, 1992

t (E) I (Fl one (1) repreaentative of, fBs not required to
maintain minimun adJusted net capital.

An FCI{ and an LTU l,lenber, s offices shall include theoffices of any afflllate through which offices the FCUor LT!{ }IeD.ber eonducts its FCXtt or LTU business.
***

II. EIPI,IXITIOIT OF lrEE PROPC'SED IITETIDUETIT

Article vII, section 2, currently provides a total of
14 seats on the Board for FcI,{ representatives. These seats aredivided among three subcategories of FOfs which are based on the
number of branch offlces operated by the Fclr. Specifically,there are six representatives for FCMs with 51 or more lranchoffiees, four representativee for FCIIS with 16-50 branch offices
and four representatives for FCUg lrith 1-15 branch offices. Thisallocation of FCU seats on the Board has remained unchanged since
NFA beca'Te registered a6 a f,uturee association. changes-in the
composition of the FCM comnunity in recent years, howtwer, have
reduced the number of potentj,al candidates Lo setrre in th; 16-50category. In the last five years, tlre nunber of Fctits in this
category has dropped 36*, from 22 in Decerober 1980 to t4 in
Decenber 1991. The 1-15 category experienced a 20* drop butstill has 259 FCMS to draw fron.- Tha 51 and above catelory,
although f1uctuating souewhat over the last five years, cuiiently
has the same nuD.ber of Fclfs, 13, as it did in 199S.

Ihe scarcity of FCMS in tlre 1G-50 category is not theonly factor which dictates a reallocation of FCU selts. Inaddition, nany of t-he FCUg fror the 16-50 category do not conducta significant anount of futuree business. Horiov-r, most of
these firns are from the central region. Since the Areiclesprovide that no more than seven repiesentatives may be from the
same region, Dost of these flrns rrould be ineligibl.e for a Boardseat if, aa frequently ttappens, there were alreidy seven repre-sentatives from the central recrion.
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Under the proposed aDendment, the nunber of Dlrectorsin the 1-15 and 16-50 categories would be reduced fron four to
three witlr the remaining two Directors elected at large froneither of those categories. Ttre number of Dlrectors in the 51
and abole category would reuain unchanged. ftre proposed au€nd-
nent nill . inject flexibillty into the iategories- shich are
experiencing the greatest aDount of change, will continue to
ensure that al]' categrorJ.ee of, Fc!,ta are adequately repreaented,
and will create the least amount of dlsrup€lon in the current
structure.

Aa stated above, FA intends to make the alendrents toArticles VII effective ten daya after receipt of this subuission
by the Connission unless NFA ieceives notification that the
Conmission hag detenmined to review the amendnents for approval.

Respectfully subnitted'

DtR: cn (Itrlwebb. en)

cc: Chai::dan lfendy L. craDm
Conmiseioner Fowler c. west
Cor"rn'issioner willian p. Albrecht
CoEDiEEioner Sheita C. Bair
Comniseioner Joaepb B. DiaI
Andrea ltt. Corcoran, Esq.
Dennis P. Klejna, E6g.
;Ioanne T. Uedero, Esq.
Alan L. Seifert, Esq.
Susan C. Ervin, Esg.
Ianrrence B. Patent, Esg.
David van wagner, Esq.

o""i"Y6.-E
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COIIIODITY FUTURES TRADII{G CO[f, ISSION
2qB K STREET, N.W, WASHING'ON, O.C. 20561

(m2) 254-@55
(2dl) 25,t.353/a FACSIMILE

DlvrsloN oF
TRAOING AND MARKETS

September L0, 7992

Mr. Daniel J. Roth
General counsel
Liationaf lutures Agsociatio:,'r
200 West Madison Street
Chicago, Illinois 60606

Re: Proposed Amendment to Article VII, Section 2

of Articles of Incorporation

Dear Mr. Roth:

By letter dated August 26, 1992, and received by the.
comrnisiion on August 27 , 1992, the National Futures Association
( "NFA" ) submitted the above-referenced proposal to the
iornmission. NFA's submission invoked the "ten-day" provision of
Section 17(j) of the Commodity Exchange Act ("Act") to permit the
above-referenced proposal to become effective ten days after
Commission receipl uirless the conmission determined to review the
proposal for approval and so notified Nf'A -

Please be advised that the Commission has examined the
above-referenced proposal- and has decided to not review the
proposal, as provided under Section 17(j) of the Act.

Alan L.
Deputy Director

RffilB
crNenmcouNlgillME

verv trulv vours ,

L'trL{ux'


