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Via Federal Express

Ms. ,Jean A. Webb
Secre t.ariat
Commodi. ty Futures Trading Commission
Three Lafayette Centre
l-15 5 21st St.ree!, N.W.
Washingt.on, D.C. 2058L

Re: National Fut.ures Associat.ion: proposed Amendments t.oArticle VII of NFA, s Articles of Incorporation
Dear Ms. Webb:

Pursuant. to Section 12(j) of lhe Commodit,y ExchangeAct', aE amended. National Fut,ures Association (uNFAn) hereby
submits Lo Ehe Commodity Futures Tradlng Commission (ICFTC' orrrCommission") proposed amendments to Article VII of NFA,s ArE].-cles of Incorporatj.on ("Articles',). The ArticLes amendment.E wereratified by NFA'S Board of Direclors ("Board',) on May f6, I9gG,
and have since been adopted by a two-t.hirds vote of Lhose Membersactually voting in the Contract Market. category and a majority of
those Members actually vot.ing in lhe FCM, I.,TM ind IB category- andthe Indus!ry Participants (CpO and CTA) category.

NFA int,ends to make the amendments effective ten davsafter receipt of Ehis submisEion by the Commission unlese t,he'
Commission notifies NFA within the t.en-day period that the
Commissj-on has delermined to review lhe amendmenls for approval .

TIIE PROPOSED AIIEX\IDUENTS

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

Section 2:

The Board

ARTICI.,ES OF INCORPORATI ON

ARTICLE VII s BOARD OF DIRECTORS

Coapoeitioa of Board.

of Direct.ors sha1l be comprised as follows:
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Futures Comigeion lrterchan!, Irewerage TransaclLon ldercbaD't
and IntroducLng Broker RepreBenlalLwes.

(i) Sevent.een (1?) elected represent.atives of registered
Fut.ures Commission Merchant, (hereinafter 

" FC:Ivl n ) Mem_
bers, registered Leverage Transaction Merchant (herein-
after rrLTT"||) Members, and regislered Introducing Broker(hereinafter "IB") Members, divided as follows:
(A) [Three] Ig9 representatives of FCt'Is and IJTMg hav-

ing 1- 15 offices .

(B) [Three] Two representatives of FCMg and LTMg hav-
ing 15-50 offices.

(c) [Two] Four representatives of Fcl"ts and LTMg from
eiCher cacegory A or B above.

(D) Six representatives of FCMg and LTMg having 51 or
more officee.

(E) One representat,ive of IBs required to maintain
min j-mum adjuEted net capit.al_.

(F) One repreEentsative of IBs not required to maintain
minimum adjusted net capiEal .

(G) One repreEenCative of IBs from either category E
or F above .

An Fctt and an L,?M Member, s offices shaLl include the
offices of any affiliate through which offices the Fc,lrt
or LTM Member conducts its FcM or LTM business.

EXPIJAI{ATION OF FROPOSED A!IE!ID!!EII[S

NFA's Art.icles currently provide a E.otal of 14 seat,s on
the Board for FC'I"I representat ives . These seat.s are dj_vided amongthree subcategories of FCMs which are based on the number of
branch offices operaE.ed by the FCM. Thus, there are six repre-sentatives for FCMS brith 51 or more branch offices, three repre-
sentat.ives for FCMS with 15-50 branch offices, and three repie-
sentatives for FCMs wiEh 1-L5 branch offices. fn additj.on, Ewo
representatives are chosen rrat 1argetr from FCMS wiEh 50 branch
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Ms. ,fean A. Webb

cc: Acting Chairman ,John E. Tu1I.
Cornmissioner Barbara Pedersen
conmissioner ,foseph P. Dial
Andrea M. Corcoran, Esg.
Geoffrey Aronow, Esq.
Alan L. Seifert, Eeq.
Susan C. Ervin, Esq.
IJawrence B. Patent, Esq.
David Van Wagner, Esq.

DJR: ckm ( sub\alt0?95 )

offices or 1ess. The t.otal number of FCM directors and the
subcategories have remained unchanged since the inception of NFA,
and Ehe only changes to the distribution of directors amonq the
subcategories occured in 1992 when the two rat larg'e', seale rere
created.

The number of FCMS in the 1-15 and 16-50 categories has
dropped significantly over the years. There were 323 FC!"Is in tshe
1-15 -category in 1985 compared Eo 21-4 t.oday. The 15-50 category
has dropped from 22 t.o 12 in E.haE. same time period. Thus. Ehe -
number of pot.enlj-al- Board members in each of these categories,
and part.icularly in the 15-50 group, is quite limited.

After considering several alEernatives to the currenc
structure for these t.wo categories of FCM representatives, the
Board determined to increase the number Of ''at large" representa-
tives from t'wo to four and change t.he minimum number of direccors
t.o be drawn from each of the 16-50 and 1-l_5 categories Eo two.
This approach provides for at least. two represent,at.ives from each
of the Ewo categories with Ehe remaj.ning four drawn from either.
This will provide t,he Nominating Committee with greater flexibil-
icy in selecting cand j.dates .

As stated above, NFA intends to make Ehe amendments co
Article VII ef fect.ive ten days after receipt of this submission
by the Commission unless NFA recei-ves notification that the
Commission has delermined to review the amendments for aDproval .

Respectfully submiEt.ed,--\ I. t

-3 -

July 11 , l-9 96

fth*J,r /U'-
Daniel ,J. S.ot.h
General Counsel

,Jr .

Holum



Proposed Amendments to Article VII, Section 2

Become Effective on .ru1y 23, 1996

By letler dated iluly 11, 1995, NFA submitted to tshe
cFTc proposed amendrnents (deecribed below) co NF'A Article vrr'
section 2. In its submission, NFA invoked the "tsen-day" effec-
tive date prowision of Section 17(j) of the Ac! tso permit the
propoeed amendmenls to become effecEive Cen days ,af ter. Commiss j.on
ieceipt of Ehe submiesion unless the Commission determined to
revieiv tshe proposal . NFA received notice from the commission
thaE iE has delided not' !o review the proposed amendmenta.
Therefore, the amendmentE tso Article VII, Sectsion 2, become
ef fective on July 23, 1995.

Articte VII of NFA's Articles of Incorporation,
Seceion 2 --
Itmended Eo change Ehe allocatsion of FcM seats on the Board
by increaeing ttre number of a!-Iarge directors from two to
four and decieasing the number of directors in each of the
16-50 and 1-15 office categories from tshree to two.



U.S. COMMODITY FUTURES TRADTNG COMMISSION
Thres Ldayetto Centre

1155 2'lst Streel, NW Washington, DC 20581
Telephone: (202) 418-5430
Facsimils: (202) 418-5536

DIVISIONOF July 15, 199 5
TRADING & MARKETS

Mr. Danie1 ,J . Rotsh
General Counsel
Nat.ional Futsures Associatsion
200 wests l,ladison Stsreets
Chicago, Illinois 60606

Re: Proposed Anendment to ArLicle VII of Arlic1es
of Incorporation- -Compositsion of Board of
Direc Eors

Dear Mr. RoEh:

By leEter datsed ,Jufy :-f, f996, arld received by Ehe
Cornrnission on JuIy L2, L996, the Natsional Futures Associacion
("NFA") submitted Ehe above - referenced proposal t.o the
Conmrission. NFA's submission invoked tshe ngen-dayn provision of
secEion 17(j) of Ehe ConunodiE.y Exchange AcE ( nActrr ) to permit che
above-reference proposal to become effectsive tsen days atcer
Conunission receipE unless the Comnission deEermined E.o review tshe
proposal for approval and so noEified t.he NFA.

P1ease be advised thaE the Division hag exanined tshe above-
referenced proposal and has decided noE Eo review Ehe proposaf,
as provided under section 17(j) ot tshe Act.

Very Eruly yours ,

AssociaEe DirecEor

t-/J
!
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