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Ms. Jean A. Webb
Secretariat
Commodity Futures Trading Commission
Three Lafayette Centre
I 1 55 21 st Street, N.W.
Washington, D.C. 20581

Re: National Futures Association: Proposed Amendments to NFA Bylaw 301(h);
N FA Registration Rule 302; N FA Compliance Rule 3-7(d) and InterDretive
Notice to Compliance Rule 2-9 Regarding Supervision of Telemarketing
Activity, and Proposed Adoption of Interpretive Notice Regarding Experience
and Proficiency Requirements for Ethics Training providers

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 ('Commission' or 'CFTC") proposed amendments to NFA Bylaw 30l(h), NFA
Registration Rule 302, NFA compliance Rule 3-7(d) and the Interpretive Notice regarding
supervision of Telemarketing Activity, and proposed adoption of an Interpretive Notice
regarding Experience and Proficiency Requirements for Ethics Training providers. The
proposals contained herein were approved by NFA's Board of Directors on August 15,
1996. NFA respectfully requests Commission review and approval of the proposals.

PROPOSED AMENDMENTS

Proposed Amendments to NFA Eylaw 301(h) (additions are underscored):

BYLAWS
OF

NATIONAL FUTURES ASSOCIATION

,t :* :ft

CHAPTER 3

MEMBERSHIP AND ASSOCIATION OF A MEMBER
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BYLAW 301. REQUTREMENTS AND RESTRICT|ONS.

Suspension and Termination of Membership and Associate Membership.

(vii) Suspension and Revocation.

The membership of any Member or any person associated with a
Member whose registration under the Act is susrrended shall be sus-
pended for the term of the registration susnension without further
notice. The membership of any Member or any person associated
with a Member whose registration under the Act is revoked shall
terminate without further notice.

Proposed Amendments to NFA Registration Rule 302 (additions are underscored
and deletions are bracketed):

RECISTRATION RULES

:t :* !*

PART 3OO. TEMPORARY LICENSES

:t*,t

RULE 302. TEMPORARY LICENSING FOR CUARANTEED INTRODUCINC
BROKERS.

(a) Qualifications. Notwithstanding any other provisions of these Rules, and
pursuant to the terms and conditions of this Rule, NFA may grant a tempo-
rary license to any applicant for registration as an lB upon the contempora-
neous filing with NFA of:
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(2)

(3)

t(4)113)

t(s)114)

t(6)115]

(7)t16)

t(8)ltzi

(e)il8)

Procedures for Cranting a Conditional Temporary License. lf the applicant's
registration as a guaranteed lB was subject to conditions or restrictions and
has terminated within the preceding 60 days, the applicant may receive a
conditional temporary license as an lB of a new guarantor FCM upon the
mailing to NFA of the documents required by Rule 302(aX1) through I8)[(9)]
and a Supplemental Cuarantor Certification Statement signed by the new
guarantor FCM (who must meet the requirements set forth in Rule
50a(a)(2XB)(i) and (ii)), that contains conditions identical to those agreed to
by the previous guarantor FCM.
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A properly completed guarantee agreement (Form 1-FR Part B) from
an FCM which is eligible....

A properly completed Form 7-R, the Disciplinary History portion of
which contains no "yes" answers....

A properly completed Form 7-R Schedule Al

A properly completed Form B-R for all persons who are principals and
branch office managers which contains no "yes" answers....

A signed and dated certification from the FCM providing the guaran-
tee agreement required by paragraph (aX1) of this Rule....

Legible fingerprints of the applicant, if a sole proprietor, and of each
principal of the applicant....

Proof of satisfaction of the applicable proficiency requirement set
forth in Rule 401 ....

The registration fee required by Rule 203(a); and

All other properly completed forms and documents that are required
to become registered as an lB and to become an NFA Member.

(b)
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Proposed Amendments to NFA Compliance Rule 3-7(d) (additions are under-
scored):

COMPLIANCE RULES

,t*+

Part 3 - COMPLIANCE PROCEDURES

***

Rule 3-7. REQUEST FOR HEARINC

rt 't :t.

lg|) In cases where there is a substantial likelihood that. if the charges are
proven, an expulsion or a permanent bar from association with an NFA Member
may be imposed as a sanction. a Respondent who requests a hearing may be
required to post a bond with NFA to secure the payment of anv fine. Bond mav be
requested by the Compliance Department by filing a petition with NFA and serving
the petition on all parties.

ID The amount of the bond shall be set by a designated subcommittee of the
Hearing Committee which shall consist of three memlrers of the Hearing
Committee, aonointed by the Chairman of the Hearing Committee. Hearing
Committee members who serve on the subcommittee mav not later serve on
the Hearing Panel which hears the case.

fij) The Respondent shall be entitled to a bond hearing before the subcommiftee
which may be conducted orally- by telephone conference. or hy written
submissions. In determinine the amount of the bondJlhe subcommittee
shall consider:

(3} the seriousness of the charges:

IU the likelihood that an expulsion or a permanent bar from association
with an NFA Member would be imposed if the charges are proven:
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lC) the likelihood that a fine would be imposed as an additional sanction
if the charges are proven:

Id the amount of any fine likely to be imposed if the charges are proven:
anq

Gl the financial resources ofthe Resfrondent.

The subcommittee may impose reasonable conditions on the bond including
the reouirements that the bond be secured by a cash deposit: othef collateral.
approved by the subcommittee; or a guarantee from a grantor or surety,
aporoved by the subcommittee.

The Respondent ma)Lappeal the subcommittee's order setting bond to the
Appeals Committee by filing a written notice of appeal with NFA within 15
days after the date of the bond order. The notice of appeal must descrihe
those aspects of the subcommittee's bond order to which exception is taken,
and must contain any request by the Respondent to present written or oral
argument, The ResFondent's filing of a notice of appeal shall operate as a
stay of the bond order. until the Aopeals Committee renders its decision.

Except for good cause shown. the appeal shall be conducted solelv on the
record before the subcommittee. the written exceptions filed by the
Respondent. and such written or oral arguments of the parties as the Appeals
Committee may authorize. lf the Apoeals Committee authorizes written
argument- briefs shall be filed in accordance with a briefing schedule and
page limitations ordered bLlhe Appeals Committee. Promptly after review-
ing the matter- the Appeals Committee shall issue a written decision. The
Appeals Committee may increase. decrease or set aside the bond set bv the
subcommittee- or may imoose other and different conditions to the bond as
it sees fit.

Any bond ordered by the subcommittee. as well as any security for the bond.
including cash deposits. guarantees. sureties, and other collateral shall be
submitted to NFA within 15 days of the date of the order setting bond or
within the time prescribed in the bond order. lf a fine is imoosed, NFA shall
apply the security to payment of the fine. lf no fine is imoosed- then NFA
shall release the securitv to the respondent. lf the bond's securiV exceeds
the fine. then NFA shall remit the excess securitv to the resnondent, A oer-
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son who fails to post a bond or security on time may, after seven days wriF
ten notice, be summarily suspended from membership or association with a
Member. by order of the President. until the bond is posted. Failure to frost a
bond or securitv shall not affect a Respondent's right to a hearing.

Proposed Amendments to Interpretive Notice to Compliance Rule 2-9 Retardint
Supervision of Telemarketing Activitv {additions are underscored and deletions
are bracketed):

INTERPRETIVE NOTICE TO COMPLIANCE RULE 2-9:
SUPERVISION OF TELEMARKETINC ACTIVITY

NFA's Eoard of Directors has over the years adopted strict and effective rules
to prohibit deceptive sales practices, and those rules have been vigorously enforced
by NFA's Business Conduct Committee. The Board notes, however, that by their
very nature enforcement actions occur after the customer abuse has taken place.
The Board recognizes that NFA's goal must be not only to punish such deception of
customers through enforcement actions but to prevent it, or minimize its likelihood,
through fair and effective regulation.

One NFA rule designed to prevent abusive sales practices is NFA Compli-
ance Rule 2-9. That rule places a continuing responsibiliry on every Member to
supervise diligently its employees and agents in all aspects of their futures activities,
including telemarketing. Although NFA has not attempted to prescribe a set of
supervisory procedures to be followed by all NFA Members, NFA's Board of Direc-
tors believes that Member firms which are identified as having a sales force which
has received questionable training in sales practices should be required to adopt
specific supervisory procedures designed to prevent sales practice abuse. Rule 2-9
authorizes the Board of Directors to require Members which meet certain criteria
established by the Board to adopt specific supervisory procedures designed to pr+
vent abusive sales oractices.

The Board believes that in order for the criteria used to identify firms subject
to the enhanced supervisory requirements to be useful, those criteria must be spe'
cific, objective and readily measurable. The Board also believes that any supervi-
sory requirements imposed on a Member must be designed to quickly identify
potential problem areas so that the Member will be able to take corrective action
before any customer abuse occurs. The purpose of this Interpretive Notice is to set
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forth the criteria established by the Board and the enhanced supervisory procedures
which are required of firms meeting these criteria.

In developing the criteria, the Board concluded that it would be helpful to
review Member firms which had been closed through enforcement actions taken by
the CFTC or NFA for deceptive sales practices. The Board's purpose was to identify
factors common to these Member firms and probative of their sales practice prob.
lems which could be used to identify other Member firms with potential sales prac-
tice oroblems.

One factor identified by the Board as common to these firms and directly
related to their sales practice problems is the employment history and training of
their sales forces. For many of these Members, a significant portion of their sales
force was previously employed and trained by one or more of the other Member
firms closed for fraud. The Board believes that the employment history of a Mem-
ber's sales force is a relevant factor to consider in identifying firms with potential
sales practice problems, lf a Member firm is closed for fraud related to widespread
telemarketing problems, it is reasonable to conclude that the Member's training and
supervision of its sales force was wholly inadequate or inappropriate. lt is also
reasonable to conclude that an AP who received inadequate or inappropriate train-
ing and supervision may have learned improper sales tactics which he will carry
with him to his next job. Therefore, the Board believes that a Member firm employ-
ing such a sales force must have stringent supervision procedures in place in order
to ensure that the improper training its APs have previously received does not taint
their sales efforts on behalf of the Member.

The Board has determined that a Member will be required to adopt the spe-
cific supervisory procedures over its telemarketing activities if:

. for firms with at least 5 but less than t0 APs, 40o/" or more of its APs have
been employed by one or more Member firms which have been disciplined
by NFA or the CFTC for sales practice fraud ("Disciplined Firms");

. for firms with at least 10 but less than 2O APs,4 or more of its APs have been
employed by one or more Disciplined Firms;

. for firms with at least 20 or more APs, 20% or more of its APs have been
employed by one or more Disciplined Firms.
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For purposes of this requirement, a Disciplined Firm is defined very narrowly to
include only those firms which meet the following three criteria:

l. The firm has been formally charged by either the CFTC or NFA with decep
tive telemarketing practices;

2. those charges have been resolved; and

3. the firm has been closed down and permanently barred from the industry as
a result of those charges.

Attached is a list of firms currently meeting the definition of a Disciplined Firm.
Although this list is current as of the date of this lnterpretive Notice, NFA will pro,
vide Members with updated lists as necessary.

Any Member firm meeting these criteria will be required either fo operate
ptrrsuant to a guarantee agreement or maintain an adiusted net caoital of at least
$25O.O0O for the entire period during which the Member is required to taoe record
its sales solicitations, Any Member opting to maintain the higher level of adjusted
net capital would also be suhject to the financial recordkeeping and reForting
requirements applicable to FCMs. Eligible guarantor futures commission merchants
are those that meet the eligibility requirements for executing a Suoolemental Guar-
antor Certification Statement purstrant to NFA Registration Rule 5O4(a)(2XB).

Those Members meeting the criteria will be required to tape record all tele-
phone conversations which occur between their APs and both existing and potential
customers. The Board believes that tape recording these conversations provides
these Members with the best opportunity to monitor closely the activities of their
APs and also provides these Members with complete and immediate feedback on
each AP's method of soliciting customers. Members meeting the criteria must tape
record these conversations for a period of [one] two year5 and must retain such
tapes for a period of [one] two yeart from the date each tape is created. In retaining
the tape recorded conversations, Member firms must catalog the tapes hy AP and
date. Additionally. any Member firm meeting the criteria must require all its APs to
maintain a rlaily log for sales solicitations which reflects at a minimum the identitv
of each customer or prosoective customer the AP spoke with on each day. A
Member firm must be able to promptly produce. upon request from NFA or the
CFTC, all conversations relating to a soecific AP. and only that AP- for a given date,
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In addition, for a period of two vears. those Members meeting the criteria
will be required to file all promotional material, as defined in NFA Compliance
Rule 2-29(9, with NFA at least ten days prior to its first use.

lf an NFA Business Conduct Committee disciplinary proceeding or Com-
modity Futures Trading..lCommission enforcement proceeding has been filed against
a Member firm required to adopt these enhanced supervisory orocedures. then the
enhanced supervisory procedures will remain in effect for the applicable time
period specified or until after the disciplinary or enforcement proceeding is closed
and all appeals are completed or the time for appeal has Fassed without an appeal
being filed or perfected- whichever occurs latest. However. Member firms are not
reouired to retain tapes for more than two vears after thev are created.

Any Member required to adopt these enhanced procedures may seek a
waiver of the enhanced supervisory requirements. NFA may grant such a waiver
upon a satisfactory showing that the Member's current supervisory procedures pro-
vide effective supervision over its employees including enabling the Member to
identify potential problem areas before customer abuse occurs.

A Member firm that does not comply with this Interpretive Notice will vio.
late NFA Compliance Rule 2-9 and will be subject to disciplinary action.

Proposed Adoption of Interprelive Notice Regarding Experience and Proficiency
Requirements for Elhics Training Providers

INTERPRETIVE NOTICE

EXPERIENCE AND PROFICIENCY REQUIREMENTS
FOR FTHICS TRAINING PROVIDERS

On May 6, 1996, the Commodity Futures Trading Commission ("CFTC" or
"Commission") approved changes to CFTC Regulation 3.34 which, among other
things, authorized National Futures Association ("NFA") to establish experience and
testing requirements for ethics training providers. In the same Federal Register
release, the Commission provided NFA with guidance on the types of testing and
experience requirements it would consider appropriate.

Pursuant to its delegated authority, NFA's Board of Directors ("Board") has
established that any person seeking to be included on the list of eligible ethics
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training providers must present satisfactory evidence to NFA that each individual
who acts as an instructor, prepares ethics training video tapes or electronic presen-
tations or supervises those who perform these functions has taken and passed the
National Commodity Futures Examination ("Series 3"). This testing requirement
shall not apply to any individual who is currently acting as an instructor or course
preparer for an ethics training provider which has already been authorized by the
Commission. The requirement would apply, however, to individuals hired by
previously authorized ethics training providers as instructors or course preparers
after the effective date of this Notice.

In addition, this testing requirement may be waived by NFA's Vice President
of Compliance under circumstances approved by NFA's Board. The Board feels that
such a waiver would be appropriate where the instructor or course preparer certifies
to NFA rhat he:

t is acting without compensation, except for reimburse-
ment of travel expenses;

. meets the minimum experience requirements for ethics
training providers established by NFA's Board; and

. co-instructs with at least one individual who satisfies
the proficiency testing requirements for ethics training
oroviders.

The Commission also amended the rules to provide that each person seeking
to be included as an eligible ethics training provider must demonstrate to NFA's
satisfaction that each of its instructors or course preparers has three years of
"relevant experience," as established by NFA. In doing so, the Commission recog-
nized that what constitutes "relevant experience" is not susceptible to precise defi-
nition and, therefore, provided NFA with a degree of flexibility in administering this
requirement. In general, NFA expects each course instructor to have a minimum of
three years of experience either in the teaching profession or in the futures industry.
In evaluating an individual's industry experience, the core question would be
whether that person's background demonstrates an understanding of and sensitivity
to the high ethical standards required of futures industry professionals. By way of
example, individuals who have practiced law in futures-related areas or have had
compliance or supervisory responsibility within a registered firm could be deemed
to have satisfied the exoerience reouirement.
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EXPLANATION OF PROPOSATS

Explanation of Proposed Amendments to NFA Bylaw 301(h)

Currently stated, Bylaw 301(hXvii) provides that NFA may automatically
terminate the NFA membership of a Member or Associate whose registration is
revoked. The proposed amendment would allow for a comparable provision
addressing the membership status of a Member or Associate whose registration is
suspended. This situation most frequently arises when a firm or AP fails to pay a
CFTC reparations award or a CFTC sanction, resulting in automatic registration
suspension until paid. Currently, Bylaw 301(g) requires NFA to institute a member-
ship action to revoke or restrict the person's membership in this situation.

Having the ability to automatically suspend NFA membership in a manner
similar to the automatic membership termination provision would be helpful in that
it would higger the application of NFA Compliance Rule 2-6 which prohibits
Members and Associates whose membership is suspended from holding themselves
out as being Members or Associates in good standing during the term of the sus-
pension and which prohibits any other NFA Member or Associate from doing busi-
ness with the suspended Members or Associates during the term of the suspension.

Explanation of Proposed Amendments to NFA Registration Rule 302

NFA Registration Rule 302(a) sets the requirements for obtaining temporary
licenses for guaranteed lBs. Registration Rule 302(aX3) requires the filing of a prop.
erly completed Form 7-R Schedule A. This Schedule collected two pieces of infor-
mation: the lB's contact person for customer complaints and the exchanges of
which the lB is a member. NFA now obtains this information from other sources
and no longer requires the filing of this form. Therefore, the proposed amendments
delete Registration Rule 302(aX3) and renumbers following subsections accondingly.

Explanation of Proposed Amendments to NFA Compliance Rule 3.7(d)

Most fines imposed in NFA disciplinary cases are paid. This is due, no
doubt, to the powerful incentive provided by NFA Compliance Rule 3-14(c) which
authorizes the summary suspension of any NFA Member or Associate who fails to
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pay a disciplinary fine. However, there is little incentive for a respondent to pay a
fine in a disciplinary case in which the sanction includes not only a fine but also an
expulsion from NFA membership. Indeed, in every single NFA disciplinary case
where there has been both a fine and an expulsion ordered, the respondent has
failed to pay the fine. To date, there have been nine such cases involving twelve
respondents in which fines totaling $2.8 million dollars remain unpaid.

Clearly, the situation described above is not a desirable one. Not only does
NFA lose revenue, but the effectiveness of NFA's enforcement program is dimin-
ished when fines no longer have any deterrent value due to their being routinely
ignored. The proposed amendments to NFA Compliance Rule 3-Z require respon-
dents to post a pre-hearing bond to ensure payment of any fine that might subse-
quently be imposed. The use of hearing bonds would be strictly limited to cases in
which, if the violations are proven, an expulsion and a fine are probable sanctions.
The proposed rule incorporates a number of other safeguards, which are outlined
below.

NFA believes that a subcommittee of the Hearing Committee is the most
appropriate body to decide whether a hearing bond is warranted in any given case.
The subcommittee would be composed of three members of the Hearing
Committee, different from those Committee members who are assigned to the
Hearing Panel which will hear the case. The subcommittee would have to make a
threshold determination of whether an expulsion is a reasonably probable sanction
if the charges are proven. The subcommittee would also have to decide the amount
of the bond based on the seriousness of the charges, the probability that a fine
would be imposed and the estimated amount of any such fine, and the financial
condition of the respondent.

Hearing bonds would be set at a bond hearing or through wriften submiss-
ions made to the subcommittee. Either procedure would allow the parties an
opportunity to present evidence and argument with respect to the issue of a bond.
The subcommittee would also be authorized to impose reasonable conditions on
the bond including the requirements that the bond be accompanied by a cash
deposit or secured by a guarantee from an acceptable grantor or surety.

A respondent would be entitled to file an immediate interlocutory appeal of
the subcommittee's bond order to NFA's Appeals Committee and have the matter
considered on an expedited basis. In the event a respondent fails to post a bond,
the respondent would still be entitled to a hearing. However, the respondent's NFA
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membership would be suspended until such time as the bond is posted. This pro-
cedure would conform to the procedures applicable to the non-payment of fines,
dues, and arbitration awards.

Explanation of Proposed Amendments to ihe Interpretive Notice to Compliance
Rule 2-9 ReSarding Supervision of Telemarketing Activity

Curently, Member firms meeting the Telemarketing Requirements' criteria
must tape record sales solicitations for a period of one year. The proposed amend-
ments provide further assurances of adequate supervision by extending the time
period for taping to two years. That period would be extended if the firm is sub.ject
to a pending disciplinary proceeding at the end of the two years.

Under the current Telemarketing Requirements, a Member firm is required to
retain tape recorded conversations for a period of one year. NFA believes that the
retention period should be further increased from one to two years, which would
conform to the industry's statute of limitations period and CFTC Regulation 1.31's
requirement that firm records be readily accessible for two years. The proposed
amendments provide for this twoyear retention period.

In addition to extending the tape retention period, NFA believes it would be
beneficial to require Member firms meeting the criteria to catalog tapes by AP and
date. NFA is frequently hindered in its investigations of firms subjea to the taping
requirements because these firms do not catalog tapes by date or by AP. Thus, it
can be a very time consuming process for NFA to find tapes relative to its investiga-
tion. NFA believes that investigations would be facilitated if firms subject to the
rule's criteria were required to catalog tapes by AP and date, and therefore the pro.
posed amendments provide for this. The firm would not be required to routinely
maintain tapes by AP but would be required to keep adequate records to copy and
produce, upon request from NFA or the CFTC, all conversations relating to a sps.
cific AP, and only that AP, for a given date.

NFA also proposes requiring firms subject to the rule's criteria to have each
of their APs maintain a daily log for sales solicitations which reflects at a minimum
the identity of each customer or prospective customer the AP spoke with on each
day. With this requirement, if NFA's compliance staff is interested in conversations
with a particular customer, staff would request copies of the logs, find the dates the
AP spoke with the customer, and request the tapes for that AP on those dates. NFA
believes that this requirement will save the compliance staff time in locating solici-



NFI)
Ms. Jean A. Webb August 27, 1996

tations during NFA investigations and does not create an undue burden since most
firms subject to the criteria already maintain such a log.

As the CFTC is aware, the whole purpose of the Telemarketing Require-
ments is to improve the overall level of supervision at those few firms which are
likely to cause sales practice problems. The available statistical information indi-
cates that the extra level of supervision provided by a guarantor FCM may help pre-
vent problems from occurring, Based on this information, NFA proposes requiring
any NFA Member meeting the rule's criteria to operate pursuant to a guarantee
agreement for the entire period during which the Member is required to tape record
its sales solicitations. The proposed amendments provide that eligible guarantor
FCMs would be limited to those that meet the requirements for executing a Sup
plemental Guarantor Certification Statement pursuant to NFA Registration Rule
50a(d(2XB). Specifically, under this rule, a guarantor FCM may not be subject to:
(a) an adjudicatory proceeding brought by or before the CFTC or NFA; (b) special
supervisory obligations imposed by NFA or agreed to by the FCM; and (c) certain
financial reporting requirements.

As an alternative to requiring Members meeting the criteria to operate pursu-
ant to a guarantee agreernent, the proposed amendments provide that Members
meeting the criteria may instead opt to maintain adjusted net capital of at least
$250,000. NFA believes that this alternative would provide some flexibility while
still ensuring that a firm with a significant amount of capital has a direct and sub-
stantial interest in the proper operation of the firm.

Explanation of Proposed Adoption of an tnterpretive Notice Regardint Experience
and Proficiency Requirements for Ethics Training Providers

The Commission recently adopted changes to CFTC Regulation 3.34 to,
among other things, authorize NFA to establish experience and testing requirements
for ethics training providers. In the same Federal Register release, the Commission
provided NFA with guidance on the general types of testing and experience
requirements it would consider appropriate.

The proposed Interpretive Notice establishes testing and experience
requirements for ethics training providers using the guidance provided by the CFTC.
Under the Notice, each firm seeking authorization to act as an ethics training
provider would have to demonstrate to NFA that each of its instructors, course
preparers and supewisors had passed the Series 3 examination. Individuals who
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already work for ethics training providers previously authorized by the Commission
would be exempt from the testing requirement.

The Commission recognized the need for flexibility in applying the testing
rules and authorized NFA to grant waivers of testing rules in appropriate circum-
stances. The Notice therefore provides that the Vice President of Compliance may
grant waivers of the testing requirements under circumstances approved by NFA's
Board. The Notice then goes on to state that the Board approves the granting of
such a waiver where the instructor certifies to NFA that he:

. is acting without compensation, except for reimbursement of travel
expenSes;

o meets the experience requirements for ethics training providers estats
lished by NFA's Board; and

o co-instructs with at least one individual who satisfies the testing
requirements established by the Board.

With respect to experience requirements, the Commission's rules provide
that each person seeking authorization to act as an ethics training provider must
demonstrate to NFA's satisfaction that each of its instructors, course preparers and
supervisors has three years of "relevant experience," as established by NFA. NFA
proposes a flexible approach in which NFA could provide general guidelines as to
what would constitute "relevant experience" and evaluate each application in light
of those guidelines. The Notice therefore states each instructor should have three
years of either teaching or industry experience. The Notice explains that in evaluat-
ing an individual's industry experience "the core question would be whether that
person's background demonstrates an understanding of and sensitivity to the high
ethical standards required of futures industry professionals." The Notice then pro-
vides several examples, noting that individuals with compliance, supervisory or
legal experience in the futures industry could be deemed to meet the experience
requirement.
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NFA respectfully requests that the Commission review and approve the pro-
posals contained in this submission and requests that they be declared effective upon
Commission approval.

cc: Acting Chairman John [. Tull, Jr.
Commissioner Barbara Pedersen Holum
Commissioner Joseph P. Dial
Andrea M. Corcoran, Esq.

Ceoffrey Aronow, Esq.

Alan L. Seifert, Esq.

Susan E. Ervin, Esq.

Lawrence B. Patent, Esq.

David Van Wagner, Esq.

DJR:ckmlsub\oE1596)

Sincerely,



U.S. COMMODITY FUTURES TRADING COMMISSION
Th(ao Lalayette Centrs

1155 21st Str€6t, NW Washington, OC 20581
T€lophone: (202) 418-5430
Facsimile: (202) 4'l 8-5536

DIVISION OF
TRADING & MARKETS GENERAL COUNSEUS OFFICE

February 11, 1998

Mr. Daniel J. RoEh
General- Counsef
National FuEures Association
200 WesE Madi-son SEreet
Chicago, Illinois 50506

Re: Proposed Amendment. Eo Compfiance RuLe 3-7(d) --
Pre-Hearinq Bonds

Dear Mr. Roth:

I am writing Eo confirm our conversation of earl-ier today in
which we conferred on Ehe sLatus of tshe National FuEures
Associationrs ('rNFA" ) proposed amendmenE. tso Compliance Rule 3-
7(d) and agreed !haE. the Commlssion's review of Ehe proposal
should be considered sEayed as of Ehe last discussions beEween
NFA and Commission st.affs on lhis rnacE.er in March 1997. At that
time, Cornmission sEaff informed NFA sfaff of its concern Ehac
NFA's proposaL to require respondent.s t.o post. pre-hearing bonds
in certain E)rpes of disciplinary proceedings ralsed due process
and procedural fairness issues.

The Division of ?rading and Marketrs would like E.o work with
NFA t.o address the issues thaE have been raised wj.th respecE. Eo
the proposed amendment to Compliance Rule 3-7(d) and co resolve
lhis mat.Eer.

S inc ereJy,r_..'

/) ri /l
r l/dldf /4 Afkq
aDavid P. van wagner
Special Counsel



(E-Mail Notice to Staff, 4/7/97\

CFTC Approves Amendments to
NFA Bylaw 301(h) and Registration Rule 302

By letter dated August 27 , I 996, N FA submifted to the CFTC for its review and approval
proposed amendments (described below) to NFA Bylaw 301(h) and ReBistration Rule 302.
NFA today received notice from the Commission stating that the Commission on April 1,

1 997 approved the amendments as proposed.

Bylaw 301(h) was amended to provide for the automatic suspension of membership
in a manner similar to the automatic termination of membership.

Registration Rule 302 was amended to delete subsection (a)(3) of the rule which
unnecessarily required the filing of Form 7-R Schedule A. Subsequent subsections
of Rule 302 were renumbered accordingly.



U.S. COMMODITY FUTUBES TRADTNG COMMISSION
Thr€e Lafay€tle Centrs

't155 21st Str6sl, NW, Washingnon, DC 20581
Telephone: (202) 418-5000
Facsimile: (2021 4'l 8-552'l

April I, 1997

Mr. Daniel .f . RoEh
General Counsel
National FuEures AssociaEion
200 West Madison SE.reet
Chicago, Illinois 50505

RE: The NaEional FuEures Aasoclation's Proposed
AmendmenE.s Eo Bylaw 301(h) and RegisEratsion
Rufe 302 -- Suspension and Temporary
L,icensing

Dear Mr. Rot.h:

By letEer dated AugusE 2'1 , 1995, t.he NaEional Futures
Association submitsted to Ehe conEnigsion for its approval ,
pursuants Eo sectsion 17(j) of Ehe commodiEy Exchange Act (nAct''),
proposed amendmentss Eo the abowe- referenced Bylav, and Rul-e.

Pleaae be advised EhaE on t.his date Ehe Comnission has
det.ermined Eo approve, pursuant to SecEion 17(j) of Ehe Act., the
proposed amendmentss Eo Ehe above- referenced ByLaw and Rule.

S incerefy,

*
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I Fean A. webbvsecretarv of the commission
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CFTC Approves Interpretive Notices and
Amendments to N FA Registration Rules

Regarding Ethics Training

By letters dated February 21,1996, August27,1996 and November 26, 1996, NFA
submitted to the CFTC for its review and approval the proposed adoption of two
Interpretive Notices and amendments to NFA's Registration Rules, as explained below.
NFA today received notice from the Commission stating that the Commission on January
30, 1997, approved NFA's proposals.

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

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

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

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

ADOPTION OF NFA RECISTRATION RULE 215 - Provides for the suspension of
registration for noncompliance with ethics training requirements'
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January 30, L997 o:ffic

Mr. Daniel J. Roth
General counsel
NaEional Futsures AsgociaEion
200 wesE. Madison sEreef
Chicago, rllinois 60605

Re: Natsional FuEures Associalion's Proposed
rnterpretive NoEice Regarding Ethics Training
Providers, Proposed Int.erpregive NoEice
Regarding Experience and Proficiency
RequiremenEs for EEhics Training Providers i
and Proposed New RegisEratsion Rule 215 and
Proposed Amendmenls E.o RegislraEion Rule
203 (a)

Dear Mr. Roth:

By leElera dat.ed February 21-, 1995, through November 25,
rgge, Lne NaEional Futures Association (uNFAu) submietsed bo the
Conunissi"on Lhe above- referenced proposal pursuanE to Section
17 ( j ) of lhe Com'nodj-ty Exchange AcE. (rAcll' ) .

Please be advised Ehat. on this date the Com0ission has
detsermined Eo approve Ehe above- referenced proposed new
fnterpreEive Notices, new rule and rule amendnents pursuant ro
Section t7 (j) of the Acts.

U.S. COMMODTTY FUTUBES TRADING COMMISSION
Throe Ldayetto Centre

1i55 21st Stts€i, NW Washingflon, DC 20581
T€lophone: (202) 418-5000
Facsimile: (2021 418-5521 p.

S incerely,

qaj-.- * 0rL6b-
(-,Oean A. Webb

sFr-rel- a rv nf fhc Corrnigsion
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CFTC Approves Amendments to
Interpretive Notice to Compliance Rule 2-9

Regarding Supervision of Telemarketing Activity

By letter dated August 27, 1996, NFA submitted to the CFTC for its review and approval
proposed amendments to the Interpretive Notice to Compliance Rule 2-9 Regarding
Supervision of Telemarketing Activity. NFA today received notice from the Commission
stating that the Commission on December 1 6, 1996 approved the amendments as

proposed.

The amendments (1) extend the time period for taping from one year to two years; (2)

extend the retention of tape recorded conversations from one year to two years; (3) require
that tape recorded conversations be cataloged by AP and date; (4) require APs to maintain
a daily log for sales solicitations which reflect at a minimum the identity of each customer
or prospective customer the AP spoke with on each day; and (5) require any NFA Member
meeting the rule's criteria to operate pursuant to a guarantee agreement or, as an

alternative, maintain adjusted net capital of at least $250,000.



U.S. COMMODITY FUruRES TRADING COMMISSION
Thrso Ldayone Csntra

1155 21st Stroel, NW Washingfion, OC 20581
Telephone: (2o2) 41S-5o00
Facsimile: (202) 418-5521

December 16, 1996

Mr. Daniel ir . Rot.h
General Counsel
National Futsures AssociaEion
200 VlesE l4adison SEreeE
Chicago, ILlinois 5060 5

Re: Proposed AmendmenEs to Ehe InEerpretive

$:i:ff.i:.ffT"*::5'5lli i.X"i,"*""."
Dear Mr. Roth:

By lef.Eer dated AugusE 27, !996, and received by Ehe
Comnission on August 29, 1996, Ehe NaEional- FuEures Assocj.aE.ion
("NFA.) submiEEed proposed amendments to the rnterpreEive Notice
to Compliance Rule 2-9 pursuanE to Section 17(j) of Ehe Cor(E'nodity
Exchange Act 1na"a ', .

Please be advised chaE on this datse Lhe conmissi.on has
det.ermined to appxove NFA's proposed anendments Eo its
Interpretive NoEice Eo Compfiance Rule 2-9 pursuanE t.o sectioa
17(j) of the Ac!.

The Connrission reminds NFA of the Division of Trading and
Market.s' ( "Division" ) earlier requesE lhaE NFA conEinue Eo
vigorously monitor telemarketing pracgices in the futures
indusbry as parE ot its program !o review sales practices and
Ehat NFA apprise the Division if iE finds problems related to
EeLemarketing in Ehe course of Ehese rewiewg. Ac Ehe same time,
t.he Division further requesced chat. N!'A submits a report to the
Commission by afanuary 3!, f997, concerning any decepEive or
abusive sales practices discowered during lhe course of any
reviews conducted in l-995. See January L8, f996, leEter to
RoberE K. wilmouth, NFA PresidenE and Chief Executive officer,
from Andrea M. Corcoran, Division Direccor.

sincerely,
(-/ .^ |,,".i"-\Ll e,n- Yl l J--!)L( r--'
\'rban A. webb
SecreEary of the Confnission
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