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August 9, 1989

Ms. Jean A. Webb
S ecretariat
Cornmodity Futures Trading Cornrnission
2033 K Street, N.w.
Washington, D. C. 2 0 581-

Re: National Futures Association: Request for Authoriza-
tion to AlLon NFA to Perform Regulatory and Registra-
tion Responsibil" ities with Respect to Leverage Trans-
action Merchants and Associated Persons Thereof and
Proposed Amendnents to NFArs Articles of Incorporation,
Byl-aws, Compliance Rules, Code of Arbitration, Finan-
cial Requirements and Registration Rules.

Dear Ms. Webb:

National, Futures Associationrs ('rNFArr) Board of Direc-
tors (rrBoardrr) voted on February 2a, 1989 to seek authorization
fron the Cornmodity Futures Trading cornrnission ( ttComrni.ssionr' ) to
perform regul-atory and registration responsibiL ities with respect
to persons required to be registered with the Commission as
Leverage Transaction Merchants (ttLTMrr) and associated persons
(trAPn) thereof. Therefore, pursuant to Section t-9 (c) (2) of the
Cornrnodity Exchange Act (rrAct"), NFA respectfull-y requests Connj.s-
sion authorization to perform regulatory and registration respon-
sibilities with respect to persons required to be registered with
the Commission as LTMS and APs thereof, includinq the authority
to: (l-) conduct proceedings to deny, conditj-on, suspend,
restrict or revoke the registration of any LTM or AP of an LTM or
an applicant for registration in either category, (2) process
requests for withdra$/al- fron registration by LTMS, (3) enforce
its rul-es regarding ninimum financial , cover, segregation and
sales practice requirements I and rel-ated reporting requirernents
for its Member LTMS and their APs, and (4) conduct arbitration
proceedings to settl-e leverage customer clairns or grievances.

Pursuant to Section l-7(j) of the Act, NFA hereby
submits to the Cornrnission proposed amendrnents to NFAts Articles
of Incorporation (rrArticJ-esr'), Bylaws, Compliance Ru1es, Code of
Arbitration, Financial Requirernents and Registration Rul-es hrhich
woul-d allow NFA to perfonn regulatory and registration respon-

" The Cornnission has previously authorized NFA to process
and, !'rhere appropriate, grant applications for registration in
the categories of LTM and AP of an LTM and to be officiaL cus-
todian of certain registration records of LTMS and APs of LTMS.
See 54 FR L9594 (May 8, 1989).
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Section 1:

sibifities with respect to persons required to be registered withthe Comrnission as LTMS and Aps thereof. These amend.;ents were
approved by NFA,S Board at its meeting on May 19, Lgag. The
amendments to the Articles r^/ere recentl-y approved by a vote of
NFA Members. NFA respectfully requests Cornrnission review and
approval of the proposed anendments.

r . PROPOSED A!,TENDMENfg TO NFA I S ARTTCT,ES , BYI,ATVA , COri{PLTANCE
RULES. CODE OF ARBITRJATION, FTNANCTAIJ RAOUIRE}IEYTS AND
REGISTRATION RULES.

-2-
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A. Amendments to NFA'S Artic1es, Bylaws, compl-iance Rules,
Code of Arbitration, Financial Reguirements and Req-
istration Rules allowing NFA to p6rforrn regulatory and
registration responsibil ities with respect to persons
required to be registered with the Commission as LTMS
and APs thereof (additions are underscored and dele-
tions are [bracketedJ) :

ARTICLES OF INCORPORATION
OF

NATIONAIJ FUTURES ASSOCIATION

ARTICLE III: PURPOSES

tr'undamental Purposes.

(a) Public rnterest.
The adoption, administration and enforcenent as to thefollowing persons of requj-rernents regarding fair practice
and designed to prevent fraudulent and naniputative acts andpractices, to prornote just and equitable principles of tradeand, in g'eneral , to protect the public inierest:

Members that are registered with the Comrnission as
Futures Conrnission Merchants, cornrnodity pool operators,
Conmodity Trading Advisors! [or] fntroducing Brokers 9ILeverage ?ransaction Merchants; and

Associates (see Article XVIII).
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(b) Financial standarcls.

Notwithstanding the provisions of Section 2 (a) of this
Article, the adoption with respect to its Menbers that are
Futures commission Merchants- [or] Introducing Brokers g!
Leveraqe Transacti-on Merchants of financial- and reLated
requirements designed to protect against inso.lvency, bank-
ruptcy, or unsafe or unsound financiat condition of such
Members; the conduct, directly or through agents, of audits
and reviews of the financial condition and related matters
of such Menbers; and the adjudi.cation and enforcement of
cornpliance with NFA's financial- and related requirements for
alL such Menbers, except as may otherwise be provided under
Cornrnission Regulations: provided, holrever, it is expressly
understood that contract markets and clearing organizations
sha11 have the right to adopt, administer and enforce
financiaL and related requirements governing the eligibility
of Members for nenbership privlleges on such contract
markets or clearing organizations.

-3-

(f) Doing nusiness lrith NoD-uembers.

The prohibition of Members frorn carrying accounts, acceptingorders, or handling transactj-ons, in commodity futures
contracts, for or on behalf of any non-Member, or suspended
Member, that is required to be registered with the Cornmis-sion as a Futures Conmission Merchant, Connodity poof
operator, connodity Trading Advisor- [or] Introducing Broker
or Leveraqe Transaction Merchant and that is acting in
respect to the account, order, or transaction for a cus-
tomer, a comnodity pool or participant therein, a client of
a cornrnodity trading advisor, or any other person, unless (i)
such non-Member is a nenber of another futures association
registered under Section 17 of the Act or is exempted frornthis prohibition by the Board or (ii) such suspenbed Menber
rs exernpted frorn this prohibition bv the Board or a comrnit-tee thereof. The prohibition of Members from acceptinq
orders iL connoditv futures contracts to cover leveraqe
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is exenpted from this prohj-bition bv the Board or a comnit-
tee thereof.

ARTICLE VT : UE}IBERS

*

Section 2: Membership Category.

Each Member which qualifies for rnernbership status in one or more
of the folfowing categories--
(a) FCMS;
(b) commercial f irrns;
(c) CPOS t
(d) cTAs;
( e) cornrnerc j,al- banks ;(f) IBsi
(q) LTMS

--shall be deemed to be a Member for the purposes of Articles
VTI, VIII, and X only in that singl-e category to which its
business activities primarily relate. each Menber shall have onevote on all matters on which the Memberrs category is entitl-ed tovote, except that a CpO, CTA, or IB Mernber shal1 not be entitl_ed
to vote in such category if:
(a) it is an enployee of an FCM Member i

(b) an FCM Mernber or enployee thereof holds a rnajority equity
interest in the Menberr or

(c) the Member is otherwise directl-y or indirectly control-l-ed by
an FCM Member, except that an fB Mernber which has entered
into a guarantee agreenent with an FCM Member shal_l- not be
deemed for purposes of this Section to be directl-y or
indirectty controlled by such FCM Menber solel-y blr reason of
such agreenent i

Provided, however, that such CpO, CTA, or fB Member shall beentitled to vote in any one of such other categories (e.g., FcM)in which it qualifies for rnembership stacus.

-A-
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Section 2:

The Board

ARTICLE VII: BOARD OF DIRECTORA

Composition of Board.

of Directors shall be comprised as follows:
**

August 9, 1989
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(b) Futures Commission Merchant, L,everaqe transaction Merchant
anal Introdlucing Broker Representatives.

(i) Sj,xteen (16) elected representatives of registered
Futures commission Merchant (hereinafter rFCMn) Mem-
bers, reqistered Leveracre Transaction Merchant (herein-
after "LTl4r') Members. and registered fntroducing Broker(hereinafter UIB',) Menbers, divided into five categor-
ies as follows:
(A) Four (4) representatives of such FCMS and LTMS

having l--l-5 of f ices.

(B) Four (4) representatives of such FCl.{s and LTMs
having 15-50 offices.

(C) Six (6) representatives of such FCMS and LTMS
having 51 or more offices.

(D) One (1) representative of IBs required to rnaintain
ninimum adjusted net capital .

(E) one (1) representative of IBs not required to
rnainta j-n minimurn adj usted net capital .

An FcM and an LTM Memberrs offices shall include the
offices of any affiliate through which offices the FCM
or LTM Member conducts its FcIq or L?M business.

(ii) Not more than one-hal-f of the total nurnber of FCM and
!!M representatives on the Board shall reside (as
defined in Article XVIII) in the same NFA region. If
more than one-half of the individuals receiving suffi-
cient votes for election to the Board reside in the
sarne NFA region, only the seven such individuals
receiving the greatest number of votes among those
individuals shaLL be el-ected, subject to the category
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apportionment requirenents of paragraph (b) (i) abovet
the remaining seven FCM and LTM representatives on the
Board shall be those individuals not within that region
who receive the greatest number of votes among such
individuals, subject to the category apportionrnent
requrrements of paragraph (b) (i) above: provided,
however, the prohibition on more than one-hal"f of the
FCM and LTM representatives residing in the same region
shafl not be applied to the extent it would create a
vacancy or vacancies on the Board. Ties sha11 be
resofved by the Board by random draw.

(iii) The IB Directors shall- not reside in the same NFA
region.

(iv) No FCMj_-L!M or IB shall have more than one representa-
tive on the Board at any one time. For purpo-es of
this finitation, a person shal-l be deerned a representa-
tive of an FCMr_LT}'I or fB Menber if the person is an
officer, director, partner, ernployee or beneficial
ohrner of nore than 102 of the equity stock of the FCM_-
LTM or IB, and the person is not a contract narket
representat].ve.

(c) Industry Participant Representatives.

(i) Ten (1-0) individuals related to participants in the
cornrnodity futures industry other than contract markers,
FcMs, LTIvIs, or IBs (hereinafter rrlndustrv
Participantsrr), as follows:

Section 3: Nominationst Election.
The el-ected Directors shal-l be chosen as foll-ows:

(b) Petition Procedure.

Nominations nay be made for eLected Director positions by:
(i) Petition signed by 50 or more NFA I'tembers in the

category for which the nomination is nade (i.e., FCM
and LTM' IBi conmerciaL finn; CpOt cTA; and comnerciaf
bank) ; or

-6-



NFh
Ms. Jean A. Webb August 9, 1989

(ii) Petj-tion submitted by any organization or association
recognized by NFA as fairly representing the category
(see (b) (i) above) for which the nomination j_s made.

Petitions shaLL be subnitted in the manner specified in the
Byl-a$rs. No petition rnay norninate more than one candidate
for the same position.

ARTICLE VIII: EXECUTIVE CO!,I!'IITTEE

section 3: composition.

The Executive Comnittee shall be comprised of
*

the following:

(b) Nine (9) Dj-rectors, as foLlows:

( ii ) Eight ( 8 ) other Directors , as f oLl_or^'s :

(B) Three (3) Directors representingt FCMS, LTMS or
IBs, except that no rnore than tv/o (2) of the
Directors may represent FCMS, LTMS or IBs residing
in the sarne reqion;

Section 4: Election of l,tembers i Vacancies.

The efected members of the Executive Committee shaLt be chosen bythe Board at the regu]ar annual rneetinq as f ol-l-ows: The Direc-t.ors representing contract markets with two Directors on the
Board shal-1, elect the Conmittee member in category (b) (ii) (A) (1)
above; the Directors representing contract markets having oneDirector on the Board shal-l- eleci the cornmittee rnernber 16rnembers, if there are no contract markets with tb/o Directors on
the Board) in category (b) (ii) (A) (2) abover the Directors repre-
senting FCMS, LTMS and IBs shall etect the Connittee members in

-7 -
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category (b) (ii) (B) above; the Directors representing fndustry
Participants shal-l- el-ect the Connittee menbers in category
(b) ( j.i) (C) above; and the Public Director shall be elected by the
Board. A vacancy that occurs on the Executive committee shall" be
filled in l"ike manner. Tie votes may be resolved by the Board by
random draw.

section 5: Votingt Quorum.

Each nember of the Executive Comrnittee shall- have one vote on
Executive Comnittee natters. A quorum of the committee shall
consist of one contract narket member of the committee, one FcM!
LTM. or IB member of the Cornnittee, and any three (3) other
Committee members .

-8-

ARTICLE X:

General .

NOI.{INATING COI.{!{TTTEE

Section 1:

There shaLl- be a Nomj,nating connittee, composed of six (6) Sub-
Conmittees, one for each of the folLowing categories of Members:
FCMS and LTMst IBst cornrnercial firms; cpos; CTAst and conmercial-
banks. Each Sub-Cornmittee shal-I nominate at Least one candidate
for each position to be fi11ed on the Board in the Sub-Commic-
teers category, in accordance r4/ith the eligibility requj-renents
of Article VII.
section 2! Conrposition i Term of uembers.

(a) Each Sub-Cornrnittee of the Nominating Committee shaLl be
composed of three (3) representatives of the Sub-Committee's
category, except that:
(i) The FCM and LTM Sub-Conmittee sha11 be composed of one

(1) representative of FcMs or LTMS vrith l--L5 offices,
one (1) representative of FCMS or LTMS with l-6-50
offices, and one (l-) representative of FCMs or LTMS
\^/ith 51 or nore of f ices; and
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ARTICLE XI: BYIJAI|A

section 1: Adoption, Amendnent and Repeal.

Byfaws of NFA nay be adopted, anended or repealed by a rnajority
of aLl- Directors in office at the time, except that:
(a) category voting.

The Board shal,L not take the following actions unless a.
najority of all Directors j-n each of the nernbership categor-
ies set forth in Section 2(a)-2 (e) of Article VII (contract
markets[, ]i FCMS. LTMS and IBst,li and Industry partici-
pants) approves:

ARTTCLE XVIIS ADOPTION, AI{ENDUENT AND
REPEAL OF ARTICLES

No provj-sion of these Articl-es nay be adopted, anend.ed or
repealed except in the manner prescribed in this Article. Each
such proposed change to the Articles shall be reviewed. by the
Board, and shal-I be subnitted to the Members of NFA onJy upon
ratification of the proposal by two-thirds of the Directors in
the category set forth in section 2 (a) of Article VII (contract
narkets), and a majority of the Board nembers in each of the two
categories set forth in Sections 2(b) and 2(c) ot that article
(FCMS. LTMS, and fBs[,]i and Industry participants). If any such
proposed change relates to Article fII, section 2, such proposed
change shal-l not be considered by the Board for ratification
unless at feast 60 days $rritten notice of the proposed change has
been given to each contract market Menber. Upon such ratifica-
tion, the proposal shall be submitted to a ballot vote of the
Members and shal-l- be adopted upon the affirrnative vote of two-
thirds of those Members in the category set forth i.n Section 2 (a)
of Articl-e VII ltho submit a proper ballot in a timely manner and
a majority of those Members in each of the categories set forth
in sections 2 (b) and 2 (c) of Article VfI who subnit a proper
bal}ot in a ti-ne1v manner.

ARTTCLE XVIII: DEFINITTONS

As used in these Articl-es--

-9 -
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(o) I (p)

(p) I (ct)

rrMetnbertr--neans a menber of NFA.

rrPersonrr--includes individuaLs, corporations, partnerships,
trusts, associations and other entities.
rrPublic Representativerr--refers to those rnembers of NFA's
Board of Directors having no present direct association witha busj"ness enterprise in the cornrnodity futures industry.
(See paragraph 2(d) of Article VrI.)
ItRegioDr,--neans an NFA region as described in Article V.

rrResialerr-- a person other than an Associate shall be deernedto rrresiderr where the entity the person xepresents maintainsits 
. headquarters office. (See, e.g., paraqraph (b) (ii) of

Article VII. ) An Associate shaI1 be deerned to reside in the
Region $rhere the Associate is enployed.
rrRequirementsr--includes any duty, restriction, procedure,
or standard irnposed by a charter, bylai,r, ru1e, regulation,resofution or similar provision.

L(r) I (s)

[ (s) ] (t)

t (q) I (r)

NFH
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(c) r.Associate.r--rneans a person $/ho is associated with a Member
within the meaning of the tern rrassociated personrr as used
in lsection a (k) of] the Conrnodity Exchange Act or Comnis-
sion Rules and who is required to be regiitered as antrassociated persontt with the Couunod.ity Futures Trading
commissioni and any other person designated by the Board to
be an Associate.

(n') rrlnalustry Participantr--refers to a participant in the
cornmodity futures industry, other than a contract marketr
Ior] futures cornrnission rnerchant, leveraqe transaction
nerchqnt or introducing broker. as described in paragraph
2 (c) (i) of Artict-e Vrr,

(o) trleveraqg fransaction Merchantr! or rrl]T![r-- means a leveradetransaction nerchant as that term is used in comnission
Rules. and that is re$rired to be reqistered as such under
the Comnoditv Exchanqe Act and Comnission Rules.

t (t) I (u)
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BYLAI.T6
OF

NATIONAL FUTI'RES ASSOCIATION

BYLaw 3 01.

CEAPTER 3
MEI,IBERSHIP AND ASSOCIATION WITII A !.IEMBER

Requirenents anal Resttictions.
a

(b) Reg'istration of AssociateE.

No person rnay be associated with a Menber of NFA unless the
person is registered with NFA as an Associate or is an NFA
Menber. As used in these Bylav/s, the term "associated wittr
a llenberrr neans any person who i-s assocj-ated grith a Menber
of NFA within the rneani.nq of the term [associated personr as
used in [section 4k of] tne Act or Connission RuIe; and who
1s required to be regj"stered as such with the Comrnission.
Registration with NFA as an Associate is not reqistration as
an associated person under the Act.

(c) Restrictions on Becoming or Renaininq a l,Ienber or Associated
with a lltenber.

A person may be deerned disqualified to becone or rernain a
Menber or associated with a Member --

- l- l- -

(iii) If such person is pernanently or tenporarily enjoined
by order, j udgnent or decree of any court of competentjurisdiction, including an order entered pursuant to an
agreement of settlenent to which the Conrnission or any
Federal or State agency or other governmental body is a
party, fron: (t) acting as a futures cornrnission
merchant, introducing broker, f]oor broker, comnodity
trading advisorr cornrnodity pool operator, leveraqe
lransaction nerchant, associated person of any reg-
istrant under the Act, securities broker, securities
dealer, nunicipal securities broker, nunicipal securi-
tj-es dealer, transfer agent, clearing agency I securi-
ties j.nfornation processor, investment adviser, invest-
ment company or affiliated person or ernployee of any of
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the foregoing; or (2) engaging in or continuing any
activity involving any transactj_on in or advice con-
cernLng contracts of sal-e of a cornrnodity for future
delivery, concerning matters subject to Cornrnission
regulation under Section 4c or L9 of the Act, or
concerning securities;

(iv) ff such person has been convicted of any felony or if
such person has been convicted within ten years preced-j-ng the filing of the application for rnembership or at
any time thereafter of any misdemeanor that: (li
involves any transactions or advice concerning anycontract of sal-e of a comrnodity for future delivery, or
any activity subject to Connission regulation under
Section 4c or 19 of the Act, or concerning a security;
(2) arises out of the conduct of the business of a
futures cornnission merchantr introducing broker, floor
broker, commodity trading advisor, cornmodity pool
operator, Ieveraoe transaction merchant, associated
person of any registrant under the Act, securities
broker, securities dealer, municipa.I securities broker,
nunicipal securities dealer, transfer agent, clearing
agency, securities inforrnation processor, investment
adviser, investment cornpany, or an affiLiated person or
ernployee of any of the foregoing; (3) involves ernbez-zfenent, theft, extortion, fraud, fraudulent conver-
sion, misappropriation of funds, securities or prop-
erty, forgery, counterfeiting, false pretenses, brib-ery, or ganbling; or (4) involves the viol"ation ofsection 'J-52 | L34L, i_342, or l-343, or chapter 25 , 47 ,95t or 95 of title 19, United States Code;

-L2-
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(d) Qualification.
Except as provided in paragraph (e) be]ow, no person may becomeor remain an FCM, CTA, CpO.! [or] Introducing Bioker,___e_E__LEM
Member or associated with such a Menber unless gualifj.ed to do soin conforrnity with such standards of training and experience andproficiency testing requirements as NFA shali establish and suchother qualification standards as NFA fj,nds necessarv or desir-
able .
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CHAPTER 4
}{E}'BER MEETINGS AND ELECIIONS

CHAPTER 5
BOARD OF DTRECTORS

Bylaw 503. Renoval of Directors.
Any FCM and LTM, IB or Industry participant Director may be
removed by a rnajority of the Members eligible to el-ect LheDirector whenever, in their j udgment, the best interests of NFAwiLL be served thereby. any nublic Representative Di_rector rnaybe rernoved by a rnajority of the Board, under the sarne standard.

NFh
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Bylalr 406. Elections.

Beginning with the cal-endar year of L983, the Annual Electionshall be hel-d on the second Tuesday in ,fanuary, at r,rhich the
vacancies on the Board and Noninating Cornmittee sha1l be filled.
Before the october 15 preceding the election, the Secretary shal-l-(i) notify aII Members in the FCM and LTMr [and] IBi and hduscryParticipant categories of the elected Directors and the mehbersof the Nominatj-ng committee whose terns wiII expire at the Annual
El-ection and (ii) request the submission to the Nominatinq
Committee of the names of eligible persons to f ill_ thosepositions. Before the Novenber 20 preceding the election, the
Norninating Cornmittee shall subrnit its List of norninees for thepositions to the secretary, vrho sha]l pronptly notify the Membersof the norninations. Other nominations rnay- be rnade by petition,
as prescribed in the Articles. Each petition nust iaentiey tneposition to which the nonination pertains. petitions must be
received by the Secretary eTithin -t days of the issuance of theSecretaryrs notification of the candidates proposed by the
Nominating Conmittee. pronptly after the expiration of tfreperiod within which petitions rnay be subrnittld, the Secretaryshall cause written ballots to be sent to all FCI{I, I and LTM, fBi
and Industry Participant Menbers.
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CIIAPTER 7
CO!,IUITTEEA

Bylalr 705. Finance conmittee.

There shall be a Finance Comrnittee not having or exercising the
authority of the Board, to advise the Executive Cornrnittee on
natters of NFA financial policy including the establishnent of
major plans and priorities regarding the cornmitrnent and expendi-ture of NFA funds and the establishment of dues, assessnents,
fees and other charges upon Mehbers and others. The Finance
committee shall- consist of six (6) rnernbers as follows:
(a) NFArs President[, ]i
(b) NFArs Vice chairman ($/ho shal_l act as chairnan of the

Finance Connittee) [, ]: and

(c) Four (4) other Directors as foflows who shall- not also be
rnernbers of the Executive Cornrnittee and who shatl- be proposed
by the Executive committee and appointed by the eoar-d at the
first Board meeting in each fiscal year:

(+) one (1) Director representing contract narketst,li
(+i) one (l-) Director representing FCMS. LTIqs or rSit,J;(iii) One (l-) Director representi-ng CpOs or CTAs[,1; ina(iv) one (1) Director who is a public representitive.

CITAPAER 11
DOING BUSINESS TTITII NON-I,IEI,IBER8

Bylaw 1101. Prohibition.

No l,Iember may carry an account, accept an order or handle atransaction, in commodity futures contracts, for or on behalf of
any non-Member of NFA, or suspended Mernber, that is required to
be registered with the Conmission as an FCM, Introducing Broker,
conmodj-ty Pool Operatorr [or] Commodity Trading Advisor, 9gLeverase Transaction Merchant, and that is acting in respect tothe account, order or transaction for a custoner/ a cornrnoditypool or participant therein, a cLient of a cornmodity trading
advisor, or any other person, unl-ess (a) such non-Menber of NFA
is a rnember of another futures association registered with the
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Cornrnission under Section L7 of the Act, or is exempted fron thisprohibition by Board resolution, or (b) such suspended Member is
exenpted frorn this prohibition by the Appeals Committee. No
Member mav accept orders in comrnoditv futures contracts to cover
l-everaqe transactions, for or on behalf of anv non-Member of NFA,
or suspended Mernber, that is required to be reoistered with the
Comrnission as a Leverage Transaction Merchant. unless (a) such

- 15 -
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[ (c)

ByIaw 13 01.

CITAPTER 13
DUES AND ASSESS!.TENTS

Schedule of Dues and AEsessments

( c ) LT!.{ Menbers .

(i) Each LTM Menber sha1l pav to NFA an assessment equa] to
S0.l-2 for each leveraqe contract purchased fron or sold
to the LTM bv a customer. provided. hordever, such
assessments shall be suspended or adiusted bv the Board
for a peri-od not to exceed three months when in the

liqht of NFA|s overall financial qoals. The LTM Member
shal-l invoice these assessnents to its custorner and
shall_ remit the amount due to NFA' and

(ii) Each LTM Menber shall pay to NFA annual- dues of S1.OOO.

I (al) Other Menbers.

Annual- dues for the other membership categories shall be as
follows:
/i\ /"^*-^ri!.,\4/ ev4urvqr.u.l, Trading Advisor -- 9250:

(ii) comnodity pool Operator -- g25oi

(iii) fntroducing Broker -- |zso, except that for an intro-
ducing broker not required to naintain rninirnurn adjusted
net capital- the dues shalL be $15OJ.3;
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(iv) Cornmercial Firn -- 91-00; and

(v) Commerciaf Bank -- 9100.

subject to category voting as prescribed by Articl-e XIf
Section l- (a)_- the Board may in its discretion waive or
establ-ish lower annual- dues for particular Menbers.

Bylan 1302. Pafrnent of Dues and Assessnents.

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
shalL deterrnine. Menbers paying dues after the date such dues
are payable shal-l be subject to a late pa)nnent charge of 925 per
nonth or portion thereof. Assessments based upon futures trans-actions shal1 be payabte to NFA within thirty (3o) days after the
end of each NFA fiscal quarter for transaction effected duringthat quarter. In addition to such assessnents each FCM and l,i},t
shal-I pay to NFA an amount equal to one monthrs interest at an
annual rate of l-0? (or such other rate of interest as the presi-
dent, with the concurrence of the Executive Comnittee, may
deterrnine from time to tine) on the amount of any such assessrnenc
payabl-e by that FCM or LTM for every month or fraction thereof
such assessnent paynent is l-ate. ff a Uenber clairns overpaynent
of its assessnents based upon futures transactions, the Mernber
nay request a refund at any tirne prior to the end of the
eighteenth calendar month following the due date for payment of
assessments for the NFA fiscal quarter with respect to which such
cfaimed overpayment was nade. After that tirne, no refunds,
adjustments or offsets vrill be rnade or allo$/ed. Except as the
Board may otherwise provide by resolution, each Menber sha1l pay
dues and assessments, as applicable, for each category in which
the Member -- or an affiliate thereof, unless such affiliate is a
Member in its own right -- is registered with the Comrnj.ssion and
conducts business.

Bylalr 1303. Default and Tertnination of l.tetnbership.

When any Menber shalL be in default in the palnnent of dues.- [or]assessments or audit fees for a period of three months after such
dues- [or] assessments or audit fees became payable, that Men-berrs menbership may thereupon be suspended by the president
until al-I such obligations are rnet. When any Member shaLl fail-
to meet a1l such obl-igations within a period of six nonths
foJ-lowing the date of such suspension, that Mernberrs mernbershj"p
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nay thereupon be summaril-y terninated by the president on seven
days written notice.

Bvlalr 1304. Auqit trees for LTUS.

Each LTM Menber shall pav an audit fee to NFA each vear \arithin
thirtv (30) davs of the date the invoice is rnailed bv NFA. The

than the aqtual cost of auditinq the LTM durinq the calendar year
for which it was paid, llFA will invoice the LTM for the dif-
ference, and the LTM Menber shafL pav the invoiced anount within
30 days. ff the fee paid is qreater than the actual cost of
auditinq the LTM, the excess wiLt be appl-ied to the fee for the
fol-lowinq vear. In addition to such audit fee. each LTM shal-1pav to NFA an amount equal to one monthrs interest at an annual
rate of 10? (or such other rate of interest as the presi.dent.
with the concurrence of the Executive Committee, rnav determine
frorn time to time) on the arnount of anv such audit fee pavable bv
that LTM for everv month or fraction thereof such audit pavment
is 1ate.

CITAPTER 15
UISCEIJIJANEOUS PROVIS IONS

Byl,arr 1506. Amendments to Bylaws.

No Bylaw rnay be adopted, arnended or repeal_ed except as specified
in a written notice sent to each Director at Least two weeksprior to the rneeting at which the Board considers the same:
Provided, however, that such prior notice is not required in an
energency as defj-nedl by Byl-aw 5O7, ot where a majority of all
Directors in each of the membership categories set fo;th in
Sections 2(a) -2 (c) of Article VfI (contract rnarkets[, ]i FCMS-
LTMS. and fBs; and Industry participants) approves.

Bylalt 1507. Definitions.

The terns used in these Bylaws shaLL have the sane rneaning as in
the Articles: Provided, ho$rever, that the term rfuturesrt as used
in these Bylaws shall include:

-L7 -
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(1) option contracts granted by a person that has reg-
istered r,/ith the Commission under Secti,on 4c(d) of the
Act as a grantor of such option contracts or has
notified the Cornnission under the Comnission's rules
that it is qualified to grant such optj_on contracts[, ]i
Iand]

(2) foreign futures and foreigrn options transactions made
or to be made on or subject to the rules of a foreign
board of trade for or on behal-f of foreign futures and
forej.gn options customers as those terns are defined in
the Commissionrs rules[, ] r and

(3) Leveraqe transactions as that tertn is defined in the
Conmission t s rules.

such contracts are hereby declared to
reguLation and oversight (see Article

- 18 -

be a proper subject of NFA
XVIII, paragraph (k)).

COUPLIANCE RUIES

Part 1 -- DEFINITIONS

RU1E 1- 1. DEFINITIONS.

As used in these Rul-es --

(c) rrAssociaterr--neans a person who is associated with a Menber
within the rneaning of the term rrassocj-ated personrr as used
in fSection 4k of] the Comnodity Exchange Act and Comnission
Rules and rr/ho is required to be registered as an rrassociated
personrr with the connodity Futures Trading Conmission; and
any other person designated by the Board to be an Associate.

(j) irFuturesrr incLudes:

(1)

(2)

option contracts

option contracts
istered with the
Act as a grantor

traded on a contract markett

granted by a person that has reg-
Cornrnission under Section 4c(d) of
of such option contracts or has

the
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(n)

t (m) I (n)

[ (n) ] (o)

[ (o) ] (p)

t (p) I (q)
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notified the Cornrnission under the Conmissionrs rules
that it is qualified to grant such option contracts;
Iand]

(3) foreign futures and foreign options nade or to be made
on or subject to the rul-es of a foreign board of trade
for or on behalf of foreiqn futures and foreign options
custoners as those terns are defined in the Comrnis-
sj-onr s rules[. ]; and

(41 feverage transactions as that terrn is defined j-n the
Commissionrs rules.

ttLeveraoe Transaction l.{erchantr! or trlrTltttt--neans a }everaqe
transaction merchant as that term is used in Comrnission
Rules. and that is required to be reqistered as such under
the commoditv Exchanqe Act and commission Ru]es.
rrMemberr'--means a Menber of NFA that is required to be
registered with the Cornmission, except a person required to
regj.ster as a fLoor broker.
rrPersonrt--inc]udes individuals, corporations, partnerships,
trusts, associations and other entities.
rrRegional Cotnmittee'r--means a Regional Business conduct
Cornrnittee established under Section 704 of NFA Bylaws.

rrRequirementsrr-- incLudes any duty, restriction, procedure or
standard imposed by a charter, byl-ae/, ru1e, regulation,
resolution or s irni lar provision.

-]-9-

PATt 2 -- RUIJES GOVERNING TIIE BUSINESS CONDUCT
OF }.IE!.IBERA REGIATERED
WITII TIIE COI.II{IAAION

Rule 2-24. QUAIJIFICATION TESTING OF AAAOCIATED PERSONS OF FCI{S.

(a) TestingRequirement

Subject to the provisions of paragraphs (d) and (e) of Byl-aw
301, no FCM, IB, CPO-! [or] CTA or LTM Menber of NFA shall
have as an Associate (see By]aw 301(b)) any person who has
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(b)

(i) No person registered with NFA as an Associate of an
IFCM, TB, CPO or cTA Member of NFAI NFA Member (see
Bylavt 301(b)) whose application for registration as an
associated person under the Act or for registrati-on
wj-th NFA as an Associate incorporated a certification
concerning the linited scope of such Associaters
activities described in ISection If of Schedule A to
Bylaw 3051 Reqistration Rule 4O1- shal] exceed the
Iirnitations set forth in such Associaters certi-fica-
tlon .

(ii) No [FcM, IB, cPo or cTA] Member of NFA shall have
associated with it (see Bylaw 3ol-(b) ) any person whose
application for registration as an associated person
under the Act or for reqistration with NFA as an
Associate incorporated iny of the certifications
concerning the }imited scope of such personts activi-
ties described in [section If of Schedule A to By].ae/
3051 Reqistration Rule 4ol, and who exceeds those
Iirnitations.

Rule 2-30. CUSTOUER TNFOR}.I.ATION END RTSX DISCIOSURE.

(d) The risk discLosure to be provided to the customer shall
incl-ude at least the folLowinq:

not satisfied the applicable proficiency requirernents set
forth in lsection fr of Schedu].e A to Bylaw 3O5l Reqistra-
t.ion RuIe 4Ol-.

Linitations on Activities

(1) the Risk Disclosure Statenent reguired by CFTC Regula-
tion 1.55, if the Member is required by that Regulation
+^ hv^r'; .l^ i +. .vv Plvv rqe ru,

(2) the Disclosure Docunent reguired by CFTC Regutation
4.3L, if the Menber is reguired by that Regul-ation to
provide itr Iand]

(3) the options Disclosure Statement required by cFTc
ReguLation 33.7 , it the Member is required by that
Regulation to provide itl. ]; and

-20-
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(4\ the Disclosure Document required bv CFTC Regul-ation
3l-.11. if the Member is recririred bv that Regulation toprovide it.

RUIE 2-32. IJEVERAGE TRANSACTTONS.

Anv Member or Associate who vio]ates anv of the CFTC part 31"
Requl-ations shal-I be deemed to have violated an NFA Requirement.

CODE

Definitions. As

OF ARAITRATTOII

used in this Code -Section 1.

(i) irFuturesrr-inc]udes:

(1) options contracts traded on a CFTC-Iicensed
exchange i

(2) options contracts granted by a person that has
registered with the Connission under Section 4c(d)
of the Act as a grantor of such options contracts
or has notified the Cornrnissi-on under the Commis-
sionrs Rufes that it is quatified to grant such
options contracts t Iand]

(3) foreign futures and foreign options transactions
made or to be made on or subject to the rules of a
foreign board of trade for or on behalf of foreign
futures and foreign options customers as those
terns are defined in the Cornrnissionts Rules, and

(4) Ieveraqe transactions as that terrn is defined in
the Comrnissionrs Rul"es.

(k) rrleveraqe Transaction l{erchantl- means a leveraqe
transaction merchant as that tem is used in commission
Rul,es. and that is reouired to be recristered as such
under the Conmoditv Exchanqe Act and Conmission Rules.
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t (k) I (1) rrMenbeltr-means a Member of NFA or a person that was a
Member at the tine the acts or transactions that are
the subject of the dispute occurred.

t (1) I (n) rrNFArr-neans National Futures Association.

[ (n) ] (n) rrPanelrt-means the arbitration panel appointed pursuant
to Section 4(a) of this Code.

[ (n) ] (o) rrPersonrr- incl-udes individual-s, corporations, partner-
ships, trusts, associatj-ons and other entities.

[ (o) ] (p) 'rPresidentrr-neans the President of NFA.

t (p) I (q) rrRespondentr.-means a person against whom a clain is
asserted under this Code.

t (q) I (r) rrsecretaryrt-neans the Secretary of NFA,

Section 2. ArbitrabLe Disputes.

(a) Manalatory Arbitration.
(1) claims. Except as provided in Sections 5 and 6 of

this Code with respect to tirnel,iness requirements,
the fo11or^ring disputes shall be arbitrated under
this Code if the dispute involves cornnodity
futures contracts and does not recruire for its
adjudication the presence of witn6sses or other
third parties over whom NFA lacks jurisdlction and
who are not other$/ise avaiLable:

(i) a dispute for which arbitration is sought by
a customer against a Member or employee
thereof, or Associate, provided that-

***

(c) if brought against a Menber or emp]oyee
thereof, the Menber is a futures commis-
sion merchant, an introducing broker, a
commodity pool operator.,_ [or] a
connodity trading advisor. or a leverage
transaction merchant.

***
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Section 3. Pre-Dispute Arbitration Agreements.

Any pre-dispute arbitration agreement between a custorner and
a futures cornmission merchant, introducing broker, conrnodity
pool operator.! [or] conmodity trading advj-sor or leveraqe
transaction merchant Menber or Associate thereof that does
not cohply with Connission Rule L80.3 shal] be unenforceable
under this Code.

FTNANCIAIJ REQUIREI.{ENTS

Section 10. Leveraqe Transaction l.lerchant Reportinq Recruire-
ments .

Each Leveraqe Transaction Merchant (hereinafter rrMember LTM")
required to file anv docurnent with or qive notice to the CFTC
under CFTC Requlations 31.7 fMaintenance of nininun financial .
cover and sectrecration requirements bv leveraqe transaction
merchantsl, 31.1-3 LFinancial reports of leveracre transaction
merchants l . 31.16 l-Monthlv reportinq reouirementsl. and 3l-.26

REGISTRATION RUI,ES

PART 1OO. DEFINITIONS

RuIe 101. Definitions.
As used in these Ru]es -

office no later than the date such document or notice is due to
be filed with or qiven to the CFTC.

(S) rrSponsorrl
cornrniss ion
operacor,

-23-

- means the registered
merchant, introducing

Ior] commodity trading

or pending futures
broker, commodity pool
adv i sor,__ sr_ICyergge
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RuIe 204.
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Rule 203. Registration Fees.

(a) Amount.

August 9, 19 89

transaction nerchant which rnakes the certification
required by Ru]e 206 of this Chapter for the registra-
tion of an associated person of such sponsor or rrith
vthom a principal is affiliated.

PART 2OO. REGISTRATION REQUIREUENTS AND
PROCEDURES

(5) Leveraqe Transaction l.terchant. Each appfication
for reqistration as a leveraqe transaction ner-
chant nust be accompanied bv a fee of S25o.

***

Registration of Futures Connission MerclrantE, Introduc-
ing Brokers, Cornmodity Pool Operators, [andll Conmoatity
Trading Advisors, and Leveraqe Transaction Merchants.

Initial Regi stration.
(1) Application for initiaL registration as a futures

commission merchant, introducing broker, connodity
pool operator, [and] comrnodity trading advisor-
and levera(Ie transaction nerchant must be on a
Forn 7-R, conpleted and fiLed with NFA in accord-
ance with the instructi-ons thereto.

(C) Each application for initial reoistration as
a leveracle transaction rnerchant rnust also be
cornpleted and filed in accordance with CFTC
Requlation 31. 13 (a) .

(2) Each application for initial registration as a
futures cornmissj-on rnerchant, introducing broker,
cornrnodity pool operator, [and] conrnodity trading
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advisor. and feveraqe transaction merchant rnust be
accornpanied by a Forn 8-R, conpleted in accordance
with the instructions thereto and executed by each
natural person who is a principal of the appli-
cant, and must be accompanied by the fingerprints
of that principal on a fingerprint card provided
by NFA for that purpose. The Form 8-R and finger-
print card need not be fil-ed, however, by a
principal vrho is currently registered srith the
comrnission in any capacity or a 1isted principal
of a current Cornrnissi-on registrant.

(b) Duration of Registration. A person who becomes reg-
istered as a futures cornrnission rnerchant, introducing
broker, cornmodity pool- operator, Ior] cornrnodity tradingr
advisor, or leveracre trans in accordance
with paragraph (a) of this RuIe witl remain so
registered until- such registratj.on is suspended,
revoked, terminated, or withdrar,rrn.

(c) Perioalic Ailings. Any person who becomes registered as
a futures comrnission merchant, introducing broker,
corunodity pool operator, Ior] cornrnodity trading
advisor, or leveraqe trans in accordance
with paragraph (a) of this Rule shal-I be required to
fiLe a properly cornpleted Form 7-R with NFA annually on
a date specified by NFA. Failure to file the Form 7-R
within 30 days foltowing such date will be deemed a
request for withdrahraf from registration. On at least
3O days r,rritten notice, and foll-owing such action, if
any, deened necessary by the CFTC or NFA, NFA may grant
the request for withdralra.L from registration.

Rule 205. Registration of Associated persons of Futures Cotnmis-
sion llerchants, Introducing Brokers, Connodity pool
Operators, Iand] conmodity Traaling Advisors, and
Leverage Transaction uerchants.

Rule 207. Mul.tiple Affiliations of

t

Associated Persons.

(a) certain Dual and l,[uttiple Associations prohibited. No
person rnay be sinultaneously associated as an asso-
ciated person with:

-25-
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( 4\

t (3) I (5)

i (4) I (6)

t (5) I (7)

August 9, L989

(1) rnore than one futures commission merchant_L lorwithl rnore than one introducing broker or rnore
than one leveraqe transaction rnerchanti

a futures comnission merchant and a leverage
transacti-on merchantt

an introducincr broker and a l-everaqe transaction
merchant;

a futures contnission merchant and a comrnodity
trading advisor for which that futures conmission
merchant sol-ici-ts or intends to solicit cl-ients or
prospectj-ve clients: Provided, that a person
registered as an associated person of a futures
cornmission merchant who solicits clients by, for,
or on behal-f of that futures commission merchant,
or supervises any person or persons so engaged,
shall i.n such case be deerned to be associated
solely t/i-th the futures conmi-ssion rnerchant[,]i
subject to the provisions of paragraph (a) t(3)l{5)of this RuLe, a futures commission merchant and a
commodity tradinq advisor for which that futures
commission merchant carrj.es or introduces, or
intends to carry or introduce, clientst or pros-
pective cLients' discretionary accounts i

a futures comrnission nerchant and a commodity pool
operator for which that futures cornrnission mer-
chant solicits or intends to solicit funds,
securitj,es, or property: Provided, that a person
registered as an associated person of a futures
cornrnission merchant who solicits funds, secur.l--
ties, or property by, for, or on behalf of that
futures cornrnission nerchant, or supervises any
person or persons so engaged, sha]I in such a case
be deerned to be associated solelv with the futures
cornrnission rnerchant ;

subject to the provisions of paragraph (a) t (5) I (7)
of this Rule, a futures commission merchant and a
cornrnodity pool operator for which that futures
comrnission merchant carries or introduces, or

t (6) I (8)
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t (7) I (e)

( l-3 )

(l-4) a leverage transaction rnerchant and a cornrnoditv
pool operator; or

-27 -
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intends to carry or introduce, the account of a
connodity pool operated by that cornmodity pool

an introducing broker and a commodity trading
advisor for which that introducing broker solicj-ts
or intends to solicit clients or prospective
cl-ients: Provided, that a person registered as an
associated person of an introducing broker who
sol-icits clients by, for, or on behalf of that
introducing broker, or supervises any person or
persons so engaged, shall in such a case be deerned
to be associated solelv \,rith the introducinq
broker ;

subject to the provj-sions of paragraph (a) t (7) I (9)
of this RuIe, an introducing broker and a con-
modity trading advisor for which that introducingr
broker introduces, or intends to introduce,
clients' or prospective cl-ients' discretionary
accounts;

an introducing broker and a commodity pool- opera-
tor for which that introducing broker solicits, or
intends to solicit, funds, securities, or prop-
erty: Provided, that a person registered as an
assocj-ated person of an introducing broker who
solicits funds, securj-ties, or property by, for,
or on behaLf of that introducing broker, or
supervises any person or persons so engfaged, shal-1
in such a case be deerned to be associated sol-elv
with the introducing brokerr Ior]
subject to the provisions of paragraph (a) t (9) l(11-) of this RuIe, an introducing broker and a
conrnodity pool operator for which that introducing
broker introduces, or intends to introduce, the
account of a commodity pool operated by that
cornrnodity pool operatorf . ]j-
a leverage transactj-on merchant and a commoditv
tradincr advisor t

t (8) I (10)

[ (e) ] ( 11)

t (r"0) I (].2)
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.(!$f a leveraqe transaction merchant and reqistered as
a floor broker.

Rule 204. Changes nequiring a New Registration.
(a) ff the registrant is a futures cornmission merchant,

introducing broker, cornmodity pool operator, Ior]
cornrnodity trading advisor, or leverage transaction
merchant, and except as provided in paragraphs (b) and
(c) of this Rul,e, reg,istration is deemed to terninate
and a new registration is reguj.red (See Ru]e 204)
whenever a person not listed as a principal on the
registrantrs initial_ registration application or any
amendment thereto:

-24-

RuIe 209. Alternative to the Fingerprint Filing Requirenent in
Certain Cases.

(b) Each photocopy and statement filed in accordance with
the provisions of paragraph (a)(t) or (a)(2) of this
Rule must be signed and dated. Such signature shall
constitute a certification bv that individual that the
-l. ^ +^ ^^-,,1,rrvsv.-rJ1,f ..,! sLdtenent is accurate and conplete and
must be made by:

Each applicant or registrant as a futures commission
merchant, j.ntroducing broker, cornmodity pool operator,

(2') wi-th respect to the fingerprints of a princlpal-:
an officer, if the futures comrnission nerchant,
introduc j-nq broker, cornmodity poo.l operator, I or]
cornrnodity trading advisor, or leveracre trans-
actions nerchant !/ith which the principal $rilI be
affilj.ated is a corporation; a general_ partner, if
a partnership; or the sole proprietor, j.f a soleproprietorship.

RuIe 210. Deficiencies, Inaccuracies, andl Changes to ApplLcation
Information Uust Be Reported.

(a)
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Rule 212

(a)

PART 4OO. PROFICIENCY RE9UIRE}IENTS

RuIe 401. Qualification Testing Requirement.

Any individual" applying to NFA for reqistration under the
Act as a futures cornmj-ssion merchant, an introducinq broker,
a commodity pool operator, a commodity tradinq advisor, aleveraqe transaction nerchant, or as an associated person of
any of the foregoing, or applying for registration with NFA
as an Associate pursuant to NFA By]av/ 3O1 (b) shall- not be
registered, ternporarily licensed, or an Associate Member of
NFA unless:

August 9, l-98 9

[or] comnodity trading advisor, or leveraqe trans
merchant must, in accordance with the j-nstructions
thereto, pronptly correct any deficiency or inaccuracy
in a Fom 7-R or Schedules A, B, or C to the Form 7-R
$rhich no fonger renders accurate and current the
inforrnation contained therein. Each such correction
nust be rnade on a Form 3-R and nust be prepared and
filed in accordance with the instructions thereto.
When a Forn 3-R is filed by a registrant for purposes
of reporting a change in the form of the organizatj"on
of the registrant, the Fonn 3-R must be accompanied by
a letter, signed by an appropriate sj.gnatory, certify-
ing that the newly forrned organization will be liable
for a1l- obligations of the pre-existing organization
which arose out of the Act or the Requl-ations there-
under.

Registration in one capacl.ty Does Not Incluate Registra-
tion in Any otber capacity.

Except as nay be othen^rise provided in the Act or in
any RuIe, Regulation, or order of the Cornmission, each
associated person, futures conmission nerchant, intro-
ducing broker, comrnodity pool operator, Iand] commodity
trading advisor. and leveraqe transaction merchant must
register as such under the Act. Reqistration in one
capacity under the Act shaLl not include registration
in any other capacity.
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(b) the applicant has been duly registered under the Act as
a futures cornrnission merchant, an introducing broker, a
commodity pool operator, a connodity trading advisor, a
leveraqe transaction merchant, or an associated person
of any of the foregoing, at any tirne during the two-
year period inrnediately preceding the date the applica-
tion is received bv NFA' or

PART 5OO. PROCEEDINGS TO DENY, CONDITIOIT,
SUSPEND, RESTRTCT, OR REVOKE RECISTRATION

Rule 501. Authority to Deny, Condlition, Suspend, Restrict, and
Revoke Registration.

- 30 -

NFA nay refuse to register, register conditional-Iy, suspend
or place restrictj.ons on the registration, or revoke the
registration of any person registered or applying for
registration as a futures cornmission merchant, introducing
broker, commodity pool operator, cornrnodity trading advisor,
feveraqe transaction rnerchant. or associated person of any
of the foregoing, based upon the grounds for such action and
the standards of fitness set forth in the Act applicabte to
registrations granted by the Comrnission. Final written
orders denying registration, registering conditionally,
suspending, restricting, or revoking registration shatl be
nade by the President, the Menbership Cornmittee, or its
designated Subcomnittee in accordance with the procedures
set forth in this Part 500: Provided, however, that pending
final deterrnination, in cases subnj-tted by the president tothe Membership conmittee or its designated Subcommittee,
registration shall not be granted. Such designated Subcom-mittee shal] consist of at least three members of the
Membership Committee, aII of whom shall- be appointed by a
najority of the Membership Committee.
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Rule 504.

(a)

PART 600.

Rule 6 01. Withdrarrat

August 9 , )_949

Notice of Intent to Deny, condition, Suspend, Restrict,
or Revoke Registration.
lilotice of Intent. On the basis of inforrnation
obtained, NFA may at any time ser:ve a Notice of Intent
upon any person registered or applying for registration
as a futures conmission nerchant, introducing brokerf
conmodity pool operator, cornmodity trading advisor,
l-everaqe transaction merchant. or associated person of
any of the foregoing stating that:

- 31 -

WITIIDRAITAIJ FRO}I REGISTRATION

fron Registration.

(b) A request for withdrawal from registration as a futures
cornmission rnerchant, introducing broker, comrnodity pool
operator, Ior] conrflodity trading advisor!_9l_ICyglggC
transaction merchant must be on a Forn 7-W conpleted
and filed r^rith NFA in accordance $/ith the instructi.ons
thereto .

[ [Note: A request for wj.thdrawat from registration as a
Ieverage transaction merchant nust be directed to the
Commission pursuant to Comrnission Regul-ation 3.33.11

The foregoing proposed rul-e amendments are nainly
technical in nature. cenera]-Iy, the proposed rul"es vJould apply
all- of NFA!s current requirenents to LTMS and their Aps unless
the wording of a particriLar requirenent is inconsistent with
Comrnission ruLes or the nature of the 1everage business.

NFA respectfull_y requests comnission authorization toperform regulatory and registration responsibil ities with respectto persons required to be registered $/ith the Commission as LTIuIs
and APs thereof. In connection therewith, NFA also requests
Cornrnission approval- of the foregoing proposed arnendments to NFA's
Artic]es, Bylaws, Cornpliance RuLes, Code of Arbitration, Fj_nan-
cial Requirenents and Registration Rules srhich rrJould allow NFA to
perform regulatory and registration responsibil- ities with respect
to LTMS and thelr APs. NFA further requests that these amend-
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ments be decfared effective concurrent with the effective date of
the amendments to the Part 31 Regulations.

Respectfully subnitted,

'zd-
Danie] J. RSth
General- Counsel

DJR: cn (RUL)

cc: Chairman Wendy L. cramn
commissioner Kalo A. Hineman
Commissioner Fowl-er C. West
Cornrnissioner Robert R. Davis
comnissioner Wilf iarn p. Albrecht
Andrea M. Corcoran, Esq.
Dennis P. Klejna, Esq.
Al-an L. Seifert, Esq.
Susan c. Ervin, Esq.
Las/rence B. patent, Esq.
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U llED STATES OF AI'EFICA

COMMODITY TUTURES TRADING COMMISSION
2o3il K Strs€t, N.W.

Washlnglon, D.C. 20581

September 29, 1989

Danj-e1 J. Roth ' Esg.
General Counsel
National Futures Aseociation
2U0 West Madison Street
Chicago, Illinois 60606

Re: Proposed Rule Changes Related to the National
Futures Asgociation's Reguegt to Perform
Regulatory and Registration Reaponsibilitj-eE
with Respect to leverage Traneaction
Merchants and Associated Persons Thereof

Dear Mr. Roth:

By letter dated August 9, 1.989, the Natj-ona1 Futures
Association ( "NFA" ) subnitted purEuant to Section J.7( j) of the
Commodity Exchange Act ( "Act" ) propoeed new Bylaw 1304' new
Compliance RuIe 2-32 and new Financial Requirements Section 10
and proposed amendments to Articles ffl, VI-VIII, X, XI , XVfI and
xvIII of its Articles of Incorporation; Bylawe 301, 406, 503,
705, L101, 1301-03, 1506 and 1507; Cornpliance Rules t-L, 2-24 and
2-30; Code of Arbitration Sections 1-3; and, Registration Rules
101, 203,204,206-L0,2I2,401 ,501,504 and 601. NFA's
proposed new rules and rule amendments would enable NFA to
perform regulatory and registration responsibilities with respect
to persons registered or required to be registered with the
Cornmission as leverage transaction merchants ( "LTl4" ) or as
associa'red prer i*rr:s of i,Ti'ls.

The Commission understands that NFA has requested that the
Comrnission approve these proposed new rules and rule anne ndrne nt s
so tha! they may be implenented concurrently with the effective
date of the proposed amendments of the Comnission's Regulations
relating to leverage transactions .

Please be advised that on this date the Comnission has
approved the above-referenced proposed new rules and rule
amendrnents under Section 17(j) of the Act.

Sincere Iy,

-"re

nnrtiJqft 'QGINTftIL nFFitl'j

i ; ,, ,/f
Wr,,r,- S U-le-tltr
(&n l. webb
SEcretarv of the Commission


