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J\ NAIONAL FUruRES ASSOCIATION

I l20 w. xADrSoN ST.cHtc oo, rl.llo.Fta nr'to

Re: National Futures Association, ProPosed Amendments
to Bylaws 301(g), 305 (Scheilule A, Sections f (a),
(g) and (f)), and 1302; and Proposed Bylaw 512'

Dear Ms. webb:

Pursuant to Section l? (j ) of the coNnodity Exchange
Act ("Act"), as amended, National Futures Association ( "NFA" )
hereby submits to the conmodity Putures Trading commission_ ( "com-
rnissiln" ) proposed amendments Lo NFA Bylaws 30I' 305 and 1302'
and proposld bylaw 512. The amendments and the neh' ByIa$ were
upptot.-d by NFA's Board of Directors at its meeting on August
21, 1986.

I. TEE PROPOSED AUENDTTENTS NTD BYIAII

A. Amendment to Byl.aw 301(q) allowing NFA's uembership Com-
mittee to appoint, by nijority vote, Subcomrr'ittees consisting
of at least three Commitiee members (additions are under-
scored ) :

Iits . Jean A. Vfebb
Secretary
Corunoility Futures Trading Comrnission
2033 K Street, N.w.
Washington' D. C. 20581
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(S) Denial anA Revocation

(i) If the President has reason to believe thats an ap-
plicant for membership or registration with NFA as
an Associate dloes not meet the qualifications set
forth in this chapter for NFA membership or association
with a Member, as the case may be; a Member or regls-
tered Associate does not meet the qualifications set
forth in this chapter for continuation as a Member
or Associate; or the person has subnitted an inten-
tionally incomplete, inaccurate or otherwise false
applicalion to NFA for rnembership or registration
aL- an Associate -- the President shall pronPtly so
notify the person in writing and furnish a copy of
the n-otice to the Membership Comrnittee, setting forth
the specific arounds for the determination. The person
shall be gi-ven an opportunity to show to the President
that the [ualifications are met, or that the application
is not inientionally incomplete, inaccurate or false'
If the person requests, or if the ltembership Comrnittee
orders,^a hearing sha11 be held before the Membership

(ii) If a hearing before the Membership Conmittee is held'
the CoNnittee or lubcommittee sha1l make a final'
written determrn-EET6i-E!6i-TFe record bef ore it, setting
forth the specific grounds for its determination'
A copy of the determination shall promptly be sent
to the person. If the determination is to deny or
revoke rnembership or registration as an Associate'.. 

.

committee or its designated Subcomunillee, and a record

corunittee. Eac
shalf be a

the l'lembership C-ommittee or its desiqn?ted FuDconmittee
sha1l, in the-denial or revocation notice, inform
the person of the right of such person under the Act
to pltition the corrunission, within 30 days after the
denial or revocation, for the review of the action
under Section 17(h) of the Act. The person may be
representecl at the hearing, ald subnit evidence in
thl proceeding, call and examine witnesses, examine
the Lviclence ,ipon which the Presidentr s determination
was based, and-, in the discretion of the Mernbership

shal.l be f
consist of at least three members of the Membersnl

Connittee or its desiqnated Subconnit , Present
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Bylaw 305. Registration
l*

to

t

ancl Prof iciency Requirenents.

a

Arnendment to Bylaw 305, Schedule A, Sections I(a) and (g)'

"tra 
propo""d allaw 5I2, relating to NFArs registration

i""p'o"=iuif iti-es for floor brokers which the comnission
has'indicated it will authorize NFA to perform no later
than october 1, 1986 (adilitions are underscored):

BYI,AWS OF
NATIONAL FUTURES ASSOCIATION

CEAPTER 3
IiIEI'BERSEIP AND ASSOCIATION IiITB A HEUBER

(a) Registration Requirement.

Types of persons other than floo{ ErokerF "YPj":t.t6'regutaiion undffithe Act, as defined in the Act
or Conrmission regulations, for which NFA has been
delegated registration re sponsibi l ities pursuant to
section 8a(10) or section 1z(o) ot the Act shall be
requirecl to register if required to register under
the Act and not exempt frorn registration by Commissiol:
rule or order.

SCHEDT'LE A

I. Registration
***

NFA sha 11 rform r rat i on f unctions
rsons r

ers in accor
o

with re spe ct
real to regi s te r er Act as t loor

AII O e overn an
oor bror(ers con

ance

(q )

ro
reqi stration

on' s Rules, ex t
n Part
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Schetlule B
oor Dr er reqistra on recor

CEAPTER 5
BOARD OF DIRECTORS

access to and certi ication

NFA vri I t
with the r@rs that -exceedg ttre.authoritv
@nitial commission orclef aulforizinq NFA
@r broker reqistratjon -funclioTrs or anv
ther authoritv souqht or accepte4 bv NFA under. the -terms of

this BvTa\^r wi thout Lhe consent of contract market directors

BylaE 512. Votipq on Floor Broker Reqistration Respon-
sibilities.

this Bvlaw, without the consent ot cont-ract mafKeE ol-recrors
representinq two-thirds of contract market ltembers.

c. Anendment to Bylaw 305, Schedule A. Section I, addinq Sub-
section (f) authorizing NFA to grant temporary licenses
to gualified applicants for registration as introducing
broliers that are guaranteed by futures commission merchants.
(A proposed amendment to Bylaw 305, Schedule A, Section
r(fl wls submitted to the Comrnission for approval by letter
of December 3' 1985. That submission is hereby withdrawn
and the followinq revised annendment is submitted):

BYI,AI{S OF
NATIONAL FUTT'RES ASSOCIATION

CEAPTER 3
UEUBERSEIP A}ID ASSOCIATION I{ITE A UEMBER

Bylas 305. Registration

t

andl Proficiency Requirenents.

*

schedule A



NFh
Ms. Jean A. Vlebb
August 28, 1986
Page Five

I. Registration
*t*

(f) Temporary Licenses for Guaranteed Introilucing Brokers'

Qualifications
Notwithstanding any other provisions of these reg-
ul-ations, NFA may grant a temPorary license to any
applicant for registration as an Introducing Broker
upon the contemPoraneous filing with NFA of:

(A) A properly conpleteal Guarantee Agreement (Form
I-Fn part B) from an Fcl4 which is eligible to
enter into such an agreement pursuant to CFTC
Regulation 1.10(i) (2); and

(B) A properly completed Form 7-R; and

(C) A properly completed Form 7-R Schedule A; and

(D) A properly completed Form 8-R for all persons
that lre principals and branch managers which
contain n nyestt answers indicating that the
applicant rnay be subject to a statutory dis-
gulfification under the Commodity Exchange Act;
and

(E) A signed and dated certification from the FCM

providing the Guarantee Agreement reguired by
'paragraph (i)(A), signecl by an officer' if the
FCM is a corporation, by a general Partner,
if a partnership, or by the sole proprietor,
if a sol'e proprietorship, stating that:

(1) The FCM has verified the information
on the Forms 8-R filed Pursuant to
paragraph (i)(D) which relate to the
appJ,icant's principals' education
and emploYment historY during the
preceeding five Years; and

(2) To the best of the FC!4's knowleclge 'information, and belief ' all of the
publicly available information supplied
Ly the applicant anil its Principals
on the Form 7-R and Forms 8-R' as
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appropriate, is accurate and comPLetei
and

(F) Legible fingerprints on cards Provided by NFA
for all Persons that are principals and branch
managers: Except that' principals currently
registered as associated persons or principals
of current registrants must complete and file
onl.y the Disciplinary History portion of Form
8-R to satisfy the filing requirements of (i)(D)
and (i)(E) if they are not required to register
as an associated person of the aPplicant; and

(G) Proof of satisfaction of the applicable pro-
ficiency requirements set forth in this Schedule
A, or exemption therefrom, by aII branch managers
and al-l principals acting in a capacity which
requires registration as an associated Person i
and

(H) A11 of the other forms and documents' properly
completed, that are required to becorne registered
as an Introclucing Broker and to become an NFA
Member.

A guarantee agreement filed in connection with (i)(A)
shall become effective upon the granting of the tem-
porary }icense.

The Fcl'1 providing the certification required by para-
graph (i)(E) must take a1I measures necessary to
preveht the unwarranted dissetnination of any of the
information contained in the Form 7-R and Forms 8-R
and in the records and documents obtained in support
of the required certif ication.

(ii ) withdrawal of Application

Fail,ure of an applicant to responcl to NFA's request
for clarification of application information or resub-
mission of fingerprints wilt be deemed to be a with-
drawal of the iegistration application and an immediate
terrnination of the temporary license.
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(iii ) Restrictions Upon Activities

(A) An aPPIicant for registration as an Introiluc-
ing -aioker who has ieceived written notifica-
tion that a temPorary license has been glanteil
may act in the Lapacity of a. guaranteeil Intro-
duling Broker, subject to all CFTC Rules' Re9-
ulatlons and orderl and aI1 reguirements of
an NFA Member '

(B) An applicant for reglistration as an Introducing
erokLr who has received a temporary ficense--..
may be guaranteed by an FCU other than the FCM

which piovided the initial guarantee agreenent
descrited in (i)(A): Provided that' written
notice is qiven to NFA I0 days Prior to tlt" ..
effective date of such termination or such otner
period of time as NFA may a11ow for good cause
shownoftheterminationoftheexistingguarantee
.gt."rn.rr.-in accordance with NFA Financial Requlre-
nents Section 9 and cFTc Regulations 1'10(j)(4)(ii)

"t i:l(5) and a properly cornpleted.g:ut:::":-..
agreemenr (Form I-FR Part-B) effective the day
followini the last effective date of the existing
guarantee agreement '

(iv) Terrni nati on

(A) A temporary License shall terminate:

(1) Five days after service uPon the aPPlicant
of a nolice by NFA that the applicant for
registration rnay be found subje"t t9-:---.,^-.
statutory disgualification from reglstratloni
or

(2\ Inmediately upon termination or susPenslon
of ttre appiicint's or guarantor FCM's NFA

rnenbership or uPon terirination of the appli-
cant's guaranteL agreement in accordance
with NFA Financial Requirements sectron
9 and cFTc Regulationi I'10(j)(4)(ii) or
(j) (5) unless a new guarantee agreement
i6 ritea in accordanie with (f)(iii)(B)
above; or

(3) Upon failure of an applicalt to respond
to NFA'" i"q,t"=t for- ilarification of appli-
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n

cation information or resubmission of finger-
prints Pursuant to (ii) above.

(B) Upon termination, the applicant may not engage
in any activity which reguires tegistration
as an Introilucing Broker.

(v) Relationship to Registratj.on and Membership

(A) A temporary license shal} not be deemed to be
a registration or to confer any right to sucb
regi stration.

(B) The granting of a temporary license shall con-
stitute the granting of NFA rnembership.

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

(D) The renewal date of a registration granted from
a tenporary license will be determined upon
registration with such date not causing a reg-
istration to expire less than one year nor more
than two years from the date of the granting
of registration.

(E) Unless a temporary license has terminated, a
temporary license shafl become a registration
upon the earlier of:

(I) A determination by NFA that the applicant' is qualified for registration as an Introduc-
ing Broker; or

t2) The expiration of six months from the date
of its issuance.

Amendment to BYlaw 1302 limiting
which an NFA tlember may request a
of NFA assessment fees (additions

the arnount of tine in
refund for overpayment
are underscored ) :

BIIAIIS OP
NATIONAL FUTI]RES ASSOCIATION

CEAPTER 13
DUBS AND ASSBSSIT{ENTS
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Bylau 13O2. PayDent of Dues and Assessments '
Annual dues shall be payable in advance on the first

day of January of each year, or at such other time or times
as the Board ahalI deteirnine. Members paying dues after the
date such dues are payable shall' be subject to a late payrnent
charge of $25 per mbnih or Portion thereof. Assessnents based
upon futures tiansactions shal1 be payable to NFA withi-n thirty
(:O) aays after the end of each NFA fiscal quarter for trans-
actions effected during that guarter. In addition to such assess-
ments each FCM shall pty to NFA an amount egual to one month's
interest at an annual-rate of 10t (or such olher rate of interest
as the President, tirith the concurrence of the Executive comtnittee,
may determine from time to time) on the amount of any such assess-
ne-nt payable by that FcM for every month or fraction thereof
such lssessment pa'ment is 1ate. If a Member 91a ims 

- gve.rpayment
of its assessments based upon futu;es transictiols' -thg Melnbsr

the end of the eight-frEv request a refund at.gnv.time. prior to. tng gng-91 -gle-9rgnt-
eenEh caTendar month following the due date for payment ol assess-eentilcalEnalar month following the due date tor payment oI assess-
;

Ms. Jean A. Webb
August 28, f 986
Page Nine

laimed overpayrnent was made. ter that time. no refunds
adiustments or offsets vJill be nade or a Except as the
i h Menber shall
pay dues and assessmLnts, as applicable, for each categor)l-in
wnicn the Member - or an affililte thereof, unless such affiliate
j-s a Meniber in its own right - is registered with the commission
and conducts business.

xv. EXPI,ANATION OP TEE PROPOSED AXENDMENTS AIID BYI,AW

A. Explanation of amendment to Byfaw 301(9) allowing NFA-'s
t'teirbership Comrnittee to appoint, by ma jority vote, - Subcom-
mittees consisting of at least three Corunittee members'

NFAts Rules for conducting adverse registration pro-
ceedings (Bylaw 305, Schedule A, Sections I(c) and (d)) alfow
the Meibership Conmittee to designate a Subconnittee in pro-
ceedings to diny, condition, suspend, restrict or revoke regis-
tration. However, the Membership commj-ttee does not currently
have the authority to designate L Subcommittee in mernbership
cases. The propoied anendment to Bylaw 301(g) woulcl allow
the Membership -Corunittee to appoint, by rna jority vote' Subcom-
mittees consi;ting of at least three comnittee members' fhis
wiII allow the Committee greater flexibility in scheiluling hear-
ings and handling c,ases in which the hearing tnay extend over
several daYs.
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B. Explanation of amendments to Bylaw 305, Schedule A, Sections
r(a) and (9), and proposeil Bylaw 512 relating to NFA'E
registration responsibi I ities for floor brokers which the
Comrnission has inilicated it will authorize NFA to perform
no fater than October f, 1986.

By fetter dated June 27 ' 1986, NFA requested the commis-
sion to authorize NPA' pursuant to Section 8a(I0) of the Act,
to perforn certain of the Conmission's registration functions
with respect to applications for registration as a floor broker.
This request was the culmination of a series of discussions
beth'een the staffs of the Comrnission and NFA' and between NFA
and the several exchanges acting on behalf of their member floor
brokers, undertaken for the purpose of developing a mutually
acceptabl-e plan for the transfer of the Commissionr s floor broker
registration responsibi l ities .

Specifically, NFA requested from the Commission authori-
zation to perform the processing and granting of applications
for initial registration of floor brokers in accordance r^'ith
standards established by the Act and the regul-ations promulgated
thereunder by the conrr,ission. It was mutually agreed upon by
the Commission, NFA and the various exchanges that the Comrnission
woul-d retain responsibitity for granting conditional regis-
trations to floor brokers and for denyingr revoking or taking
any other adverse actions vtith respect to such registrations.
It was also agreed upon that the Commission would retain the
authority to act upon requests for exemption or withdrawal from
registralion as a iloor broker and to render "no-action" opinions
with respect to applicable registration requirements-
' By letter dated JuIy 18, 1986, the Comrnission informed
NFA that it-fully expects to grant NFA the authority to perform
the requested registration responsibilities no later than october
1, 1986. In anticipation of granting NFA registration resPonsl-
bilities for f l-oor brokers, the Commission issued a Notice and
Order, effective JuIy 17, 1985, authorizing NFA to take official
custody of certain registration records of floor blokers as
requesteal by NFA.

The proposed amendments to Bylaw 305, Schedule A,
Sections I(a) lnd (g) make explicit the understanding of the
Commission, NFA and the contract markets that NFA will perforrn
its floor broker registration responsibi l itie s in accordance
with the Act anil the comrnission regulations thereunder and that
Bylaw 305, Schedule B shall govern access to anil certification
oi floot brqker registration records maintaineal by NFA in con-
nection with its registration processing respons ibi I ities for
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floor brokers .

NFArs proposed Bylaw 512 defines the suPer-majority
approval of contract rnarket directors that must be obtained
before NFA can seek or accept any atlditional authority lelating
to floor order registration.

C. Explanation of amendment to Bylaw 305, Schedule A' Section
I, adding Subsection (f) authorizing NFA to grant temporary
Iicenses to qualified applicants for registration as intro-
ducing brokers that are guaranteed by futures comrnission
merchants.

The purpose of the amendment to Bylaw 305, Schedule
A, Section I to add Subsection (f) was discussed in NFA's letter
to the Commission of December 3, 1985. At the request of the
Commission, the proposed amenilment has been revised to require
that, as a condition to issuing a temPorary }icense to an appli-
cant for registration as an introilucing broker operating under
a guarantee agreement, the applicant's guarantor futures comrnis-
sion merchant (r'FCMr ) must certify that, with respect to the
introducing broker applicant and any principals thereof: (1)
the FCM has verified the information on the Form 8-R filed with
NFA which reLates to the education and ernployment history of
the applicantrs principal-s; and (2) to the best of the FCMrs
knowledge, information and belief' alI of the publicly availabfe
information supplied by the applicant and its principals on
the Form 7-R and Form 8-R is accurate and complete.

D. Explanation of amendment to Bylaw l-302 limiting the amount
of time in which an NFA Member may reguest a refund for
overpaynent of NFA assessnent fees.

NFA Bylaw 1301 provides for the palrment of assessment
fees to NFA by contract markets anil FCl,4 Members of NFA. On

occasion, Members overpay the assessment fees actually due NFA
under Bylaw 1301. It has been NFA|s experience that in some
instances, Members have requested refunds or deductions from
current assessment fees based on overpayments claimecl as many
as nine calendar quarters prior to such request. If a Member
has the ability to request a refund on an overpayment rnade at
any time in the Past, NFA'S accounting records are, in effect,
never closed with respect to assessment fees. additionally,
unlimited requests for overpayments of assessment fees could
conceivably result in a substantial and unanticiPateil draw on
NFA assets.
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The proposed amendrnent to Bylaw 1302 would al1ow a
Member to request a refund for a claimed overpayment at any
time prior to the enil of the eighteenth calendar month following
the due date for paynent of assessments for the quarter for
which such clairned overpa)tment vras made. Such limitation, if
approved, would give Members adeguate time to account for or
discover overpa)tments, and limit NFA's exposure on overpay-
ments to a year and a half.

NFA respectfully requests that the amendments to NFA
Bylaws 301(g), 305 (Schedule A, Sections I(a) and (g) ), and
1302, and proposed Bylat/t 512, be declared effective upon approval
by the Commission. with respect to the amendment to Bylaw 305
(Schedule A, section I(f)) NFA intends that the amendment become
effective when NFA's registration systems can be adaPted to
accommodate the amendment -

very truly yours,
'./ ,)' \

,(a,,-t*,._ ///. Ot"4-/l t u

Karen M. Dorff
Assistant General Counsel

cc: Chairman Susan I'1. Phil]ips
Comrnissioner Xalo A. Hineman
Comnrissioner Fowl-er C. west
Commissioner Willian E. SeaIe

' Commissioner Robert R. Davis
Andrea M. Corcoran, Esq.
Kenneth M. Raisfer, Esq.
Dennis Klejna, Esq.
Kevin l'1. Foley , Esq .
Kenneth M. Rosenzweig, esq.
Linda Kurjan' Esq.

CS:nm
(D28 /F13 |



UNITED STATES OF AMERICA

COMMODITY TUTURES TRADING COMMISSION
2O&l K Str6€t, N.W.

Washlngton, D.C. 20581

Decenber 30, 1986

Xaren U, Dorff, Esq.
Assistant General- Counsel
Natiornl F\rtures Associaticrt
200 l{est Madison Street
Ctricago, Illirois 60606

ne: Arcn&rEnts to l{FA By1al/s 301 (S) and 1302.

Dear Ms. Dorff:

lltr-is is to rntifl, the National F\rt\Ees Association that tlle Ccnnr.issicrn
tns on this date aFproved, pursuant to Section 17 ( j) of the cqmnd:iq' Bchange
Act, ttle arErtrrEnts to NFA Byla^rs 301(9) (allcrdng NFA's llsnbership Ccnrnittee
to alpoint ' by mjoriQ'vote' Subccsmittees consist5rg of at least three
Ccmittee nsnbers) anal 1302 (establishirg an eighteen ntcnt}t tfue lirnitation
on request-e by NFA ltarbers for refincls frcrn ove4nynents of assessrEnt fees) 'as suhnitted bt' yorr letter dated August 28, 1986.

Very truly yours,

k --- P A,,,*F
{ lreaa a. lcebU
"secretarv of the Ccnmissicrr

*i,tlffi

'ts
r.K

{ t91i c

u u_E "-=
GENER,.: L-?'i'| Le - -''f lUL



UNITED STATES OF AMERICA

COMMODITY TUTURES TRADING COMMISSION
2033 K Street. N.W.

Washington, D.C. 20581

Decernber 16, 1986

Karen M. Dorff, Esq.
Assistant Cerreral Counsel
National F\rtures Association
200 West Madisdr Street
Chicago, I[inois 50606

Re: of Guaranteed In Broker
arrd NFA Rf ta\^t 305.

Dear Ms. Dorff:

This is to notify ttle National F\rtr:res Association tbat tlle Cqnnission

tns on this date atrpro\red, plrsualt to Section 17(j) of the Cdrpdity D<change

Act, the a€rdrents to NFA Bytaw 305, Schedule A, Secticn I to allc[v tl e

t€lrporary lioensing of guaranteed introducing broker a[pllcants, as sulxnitted

by your letter dated Augn:st 28, 1985. fhe C.rrnnission understanls tllat tlE
anEn&rents rri1l beccne effective after January 1. 1987.

Very truly yours,

0/i'*- 4 /u"jt'
(frean e. w$b
" Secretarv to tlre Ccnmissicn

i

W
,e

DEC 221986


