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Ms. Jean A. webb
Secretsariat
Commodit.y FuE.ures Trading Commission
2033 K Street, N.W.
Washanqton. D. C. 20581

Re: Nationaf Futures Association: Proposed Amendments to
Articl,e VII of NFA's Articles of Incorporat.ion

Dear Ms. Webb:

Pursuant to Section 1?(j) of the Commodit.y Exchange
Act, as amended, National FuEures AssociaLion ("NFA') hereby
submits to the Commodity Fut.ures Trading Commission ("commis-
sion") proposed amendments t.o Article VII of NFA's Articles of
IncorporaEion ("Articl-es"). The Articles amendmenEs were rat. j--
fied by NFA's Board ot Direct.ors ("Boardtr) on November 18, 1993,
and have since been adopted by a two-thirds vote of Ehose NFA
Members actual-Iy voting in t.he Contract Market category and a
majorit.y of those Members acLually voting in the FCM, LTM and IB
caEegory and Ehe Industry Part.icipant (CPO and CTA) caEegory.

NFA inEends t.o make Ehe amendmentss effectsive ten days
after receipt. of this submission by the Commissi-on unless the
Commission nocifies NFA within the ten-day period thac tshe
Commission has determined to review the amendments for approval .

TIIE PROPOSED AIi{EIIDME}TTS

The proposed amendments to Article VII are as follows
(additi-ons are underscored and deletions are bracketed) :

ARTICLES OF INCORPORATION
OF

NATI ONAL FUTURES ASSOCIATION

ARTICLE VII: BOARD OF DIRECTORS
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Section 2: ComposiEion of Board .

(c) IndusE.ry Participant and Publ-ic Representatives.

(i) Six (5) [Five (s)] individual-s (hereinafcer
" fndustry ParticipanEsu ) as foll-ows:

(A) Three (3) [Two (2)] elected representatives
of registered commodity pool operators (here-
inaf t.er ) that are NFA Members; and

(B) Three (3) elected representatives of regis-
Lered commodity trading advisors (aCTASrr )

that are NFA Members .

(ii) Nine (9) indi-viduals $rho are not employed by any
Member ot NFA (hereinafter "Publ-ic Representa-
tives"). Ats least four (4) of these individuals
may not have any direct assocj-ation wiEh a busi-
ness enEerprise in the commodity futures industry.
The remaining Public Representatives may be drawn
from commerciat banks, commercial firms or oEher
users of the futures markets. Any individual
serwi no ,2g : Drrl'rl i c Rcnresenf ative must. meets Ehe
standards set forth in Commission Regulalions.

(iii) Not more than two (2) [one] of the DirecEors in
either Iany] of the caEegories (i) (A) and (B)
above shal-I reside in the same NFA region. If
more than two (2) [one] of the individuals recej-v-
ing sufficient votes for election to the Board in
a particular category reside [s] in the same NFA
region, only the two individualq receiving the
greaE.esc number of vot.es from among those individ-
ual-s shaff be elecLed. The remaining representa-
tive [s] on the Board for each of those categories
shal-l- be the [!hose] individual [s] not within Ehat
rec|i on who ranoi rraq f hp .trF:t-cSE numbel. Of VOt.eS
among such individual-s. Ties sha11 be resolved by
the Board bv random draw.
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EXPLANATION OF PROPOSED AIIEIIDMEIITS

The proposed amendment.s to Articl-e VII provide for a
third CPO represenLative on the Board and provide that two CTA or
FL'^ aD1.] T6hraeaht-rl- i rrac m:rr rcci ria i n Fhp qamc rFcti on -v r E|J! e -err L

seclion 17(b) (5) of the Commodity Exchange AcE and CFTC
Regulation 1?0.3 both require that NFA assure fair and equitable
representation of the various calegories of NFA Members on the
Boird of Directors. Guided by Ehese requirements the founders of
NFA allotted Lhree positions on the Board for CTAS and Ewo
positions for CPos, and those basic numbers have remained
unchanged. While the number and composition of FCM and IB
renresentaf i wes hawe been re-eval-uated from t'ime Eo time, t.he
allotment for CPO and cTA representatives has not. Therefore,
Lhe Board felt. Lhat it was appropriate to examine Ehe provisions
regarding CPO and CTA representation on the Board.

In considering this issue, NFA recognized that it is
.i -*^^-. -r ^ r-^ -^^r,. an exacE mathematical formul_a to determiner-'r'PU- D trJf c Lv dyPry
what constiEuEes "fair representation" for any category of
Member. NFA did noce, however, the significant. j-ncrease in both
r- he nrrmber oF reoi sr.ered CPOS and t.he amount of funds invest.ed in
pools over the IasE several- years. For exarnple, the number of
Members who are primarity engaged as CPOs has more tshan doubled
since 1984. Although the measurement of funds invested in the
fulures markets by CPos is l-ess precise, by a conservative esti-
mate that amount has at least tripl-ed during that same time. The
Board concluded that these numbers justify adding one more cPo
r^cnrcscnr af i we fo rhe Board.

The Board also concluded that the curren! geographic
restrj-ctions on CPO and CTA representation should be eased. The
Articles currently provide that al-I three CTA representatives on
the Board must reside in different regions. This restriction
provides no real protection to cPos and cTAs since their
intserests do noc vary according to region. This limitation may
at times preclude highly quatified individuals from serving on
the Board. The Board detsermined that one way to provide greater
flexibility while sti]I preserving geographic diversity would be
to provide that Ehe three CTA representacives and t.he three CPO
representatives may not all come from the same region,

As stated above, NFA intends to make the amendmenLs to
Articfe VII effective t.en days after receipt. of this submission
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I-., -!.^ .^hhi ddi^- ,,nless NFA receives notificat.ion Ehat thevy L 1rs
Commission has determined to review the amendments for approval-.

Respect f ul1y submitted'
/^ 7 //
1 I "* f '/ 'r' '/<-

Daniel- J. Ribth
cancr4l Counsel

DJR:ckm(sub\VlI)

.c: A..t- incr Chairman Barbara Pedersen Holum
Cornmissioner Sheila C. Bair
Commj-ssioner Joseph P. DiaI
Commissioner John E. Tul-f , Jr.
Andrea M. Corcoran, Esq.
Dennis P. Klej na, Esq.
AIan L. Seifert, Esq.
Susan C. Ervin, Esq.
Lawrence B. Patent, Esq.
David Van Wagner, Esg.
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COMMODITY FUTURES TRADING COMMISSION
2033 K Street, NW,Washington, DC 20581

(202) 254 - 8955
(202) 254 ' 8010 Facsimile

January 2L, f994
DtvtsloN oF

TRADING AND MARKETS

Mr . Danief ,f . Rot.b
General counsel
Nat.ional Fut,ures Associat.ion
200 Wesc Madison St.reet.
Chicago, Ill,inois 60606

Re: Proposed Amendment.s Eo ArEicfe VII of
Articles of IncorporaEion- -ComposiEion of
Board of Directors

Dear Mr. Ro!h:

By lect.er dated ,January 10, 1994, and received by Ehe
Commission on January rr, 1994, Ehe Natsional- Futures Associatsion
( "NFA") submitced Ehe above - referenced proposal to bhe
Commission. NFA's submissj-on invoked the utsen-day" provision of
Section 1?(j) ot the Conmodity Exchange Act ("Actn) tso permit tshe
above-reference proposal t.o become effecEive tsen days afEer
Commission receipu unl-ess the Commission determined to review the
proposal for approwal- and so notified the NFA.

P1ease be advised tshaE the Division has examined the abowe-
referenced proposal and has decided not to rewiew the proPosal 'as provided under SecEion 17(j) of the AcE.

Very truly yours,

,John C . L,awton
Associat.e Director
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AIqENDMENTS TO ARTICLE VII
BECOME EFFECTIVE

By letter dated January 10, 1994, NFA submitt.ed to the
CFTC proposed amendmencs Eo ArE.icle VII, Section 2. NFA informed
the Commission that it intends to make the amendments effecEive
ten days after receipt of the submission by the Conmission unfess
the Comrnission notifies NFA within the ten-day period that the
Commission has determined. to review the amendments for approval .

Not having received such notification from the Commission, tLre
amendments became ef fecE.ive on January 2], 1994.

Article VTI was amended Eo provide for a third CPo
reoresentati we on t-he Board and allow for two CTA or two CPO

representatives Eo reside in t.he same region. The amendments
received membership approval .

Chris Makino
Januarv 24, ]-994


