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July 2, 1987

Ms. Jean A. Webb
Secretar iat
Commod ity Futures Trading Comnission
2033 K Street, N.W.
Washington, D.C. 20581

Re: National Futures Association, proposed Amendnents to:Financial Requirements, Schedule E; Cornpf ian"" nuf"2-I3; and Bylaw 305; and proposed iegisiriiion nufe" ofNational Futures Associat ion
Dear Ms. webb:

Pursuant to Section 17(j) oe the Connodity ExchangeAct,. as amended ('the Act"), Nati6nal Futures Association ("NI,A')
!9!"UV subnits to the Cornrnod i ty Futures Trading C"*ri""i"n'("comrnission") for review and lpprovar proposed anendnents to NFAFinancial Requirenents, Schedule E, NFA Compliance nuie Z_t:, wfeBylaw 305, and proposed Registration Rules or Hra. The Board ofurrectors approved the amendments and adopted the RegistrationRules on May 21, 1987.

N'fENDfiENTS I{FA FINANCIAL RBQUIREITE$TS AND CON{PLIANCBTO
ATI

r.

A. Anendnents to NFA Financial Requirenents, Schedule E
and. NFA Cornpliance Rule 2-13 to perrnit NFA to grantrelief requests to introducing biokers ana conioaitypooL operators (additions are underscorg! ana deletionsare I br ac ke tecl ] ) :

NFA FIilANCIAL REQT,IREI,IENTS

*t*

SCEBDT'LE B
PROCBDI'RBS FOR RELIEF REQUBSTS

Sec. 81. Definition.

"Rel,ief request,r neans a request
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El-a. Debt-Equity Rat io.
Under Section 3 and CFTC Regulation 1.f7(d) for exemption

fron the rninimun debt-equity ratio;
E1-b. Withdraieal of Capital .

Under Schedule B, Section B2-c and CFTC Regufation 1.17(e)
to withdralv equity capital;
El-c. Consolidation.

Under Schedule A, Section AtSlz-b(ii) and CFTC Regulation
1.I7(f) (2) (ii) for approval- of consolidati.on;

EI-d. Secured Demand Notes.

Under Schedule C, Section Cl-a(v)(B) and CFTC Regulation
1 . f 7 ( h ) ( I ) ( v ) ( B ) for approval of terms in a secured demand note
relating to conditions for the naking of a demand;

El-e. Subordinated Borroeingsi Prepalment.

Under Schedule C, Section C1-b(vii) and CFTC Regulation
1.17(h)(2) (vii) to prepay subordinated borrowings;

EL-f. hergency Subordination.

Under Schedule C, Section C3 and CFTC Regulation 1.17(h)
(4) for approval oE an emergency subordination;

E1-9. Fiscal-Year Election.

Under Schedule D, Section D4-c and
I.I0(e) or 4.22(q) for approval of a change
election; or

either CFTC Regulat ion
J.n a r 1s ca r -vear

El-h. Filing Extension.

Under Schedul-e D, Section D4-d and CFTC Regulations
1,I0(f), 1.16(f) or 4.22(fl for a filing extension.

EI-i. Uncovered Corutrodities.

Under Schedule A, Section A2-e, for a no-action position
regarding the 20t charge on "uncovered" corunodities deposited as
col,Iateral. (A no-action position may be taken regarding commodi-



NFh
Ms. Jean A. Webb
July 2, 1987
Page 3

ties which are covered, but do not appear as hedged on the books
of the Menber FCl4. )

Sec. 82. Fi I ing.

with its
\,ri th NFA

A |.lembe r FCM or IB that has Eiled any rel-ief request
DSRO or any CPO l4ember that has fiLed such a request
need not file such recruest r.rith the CFTC. {For the
of this Schedule E term " rd

n NFA. ) The DSRO will promptly advise the
o the request and use its best efforts to provide the CFTC

wi lh Derti.nent i.nforrnation avail-ab1e to the DSRO,

Sec. 83. Grant of Relief Request; Effect of.
Except erhere the relief requested is the withdrawal of

equity capital or the prepaynent of subordinated borrowings ([82-c
and E2-fl E1-b and El-e, above), the DSRO may, in its dj.scretion,
gran! the relief request without receiving the prior concurrence
of the CFTC. Any such grant of relief shall be vaLid and shall
renain in fulI force and effect unLess or until reversed by the
CFTC or withdrawan by the DSRO on its own initiative. The Member
FCl4, IB or CPO shall be deerned in cornpliance erith the applicable
provision (see E1 , above) of these Financial and Related Reporting
Requirements and related CFTC Regulations during the effective
period of any such granh. No violation of these Requirements or
relaled CFTC Regulations by the Menber FCM, IB or CPO shall occur
for having acted in accordance with the decision of the DSRO during
its period of effectiveness. The DSRO will promptly advise the
Member FCM' IB or CPO of any reversal by the CFTC or withdrawal
by the DSRO.

Sec. 84. CFTC Concurrence.

The DSRO will
capital or prepayment of
E t 2lf-e, above) without
the CFTC. The DSRO wiII
the deterninat ion.

ed in r

not approve any withdrawal of equity
subordinated borrowings (see n[2]l-b and

first having received the concurrence of
pronptly advise the Member FCl4 or IB of

Sec. E5. Inquiries.
AII inquiries concerning the status of relief request.s

should be directed to the appropriate officiaL of the Member FCM's!
IB's or CPO's DSRO (the appropriate NFA official is the Director
of CompJ.iance ). Every effort r,ri1l be made to assure the prompt
review and disposition of alI relief requests.
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Sec. E6. Furnishing additional Infornation.

In reviewing any reli.ef request, additional
may be required fron the Member FCM, IB or CPO. This

informat ion
i nforma t ion

should be furnished as promptly as possible, unfess the Member
FCM, IB or CPO decides to withdraw the request. Failure to furnish
bhe required information in a tinely manner may be deemed to be a
withdrawal of the relief request.

Sec. E7. CompJ-iance nith Schedule; Effect of.
Compliance with the procedures set forth in this Schedule

is expressly leerned by the CFTL to be satisfactory compliance by
a Member FCM, IB or CPO with the provisions of the CFTC Regulations
referenced in E1 , above.

COT|IPL IANCE RULES

RuIe 2-I3. CPO/CTA REGUTATIONS.

Any Member erho violates any of CFTC Regulations 4.1 and
4.16 through 4.41 shall be deemed to have violated an NFA require-
ment. Each Member required to file any document $rith or give
notice to the CFTC under CrTC Regulations 4.13 and 4.16 through
4.32 shall also file one copy of such document with or give such
notice to NFA at its Chicago office no i,ater than the dabe such
document or notice is due to be filed erith or qiven to the CFTC.

file with NFA a sE for an ex
ron

roval o a chan eto

B. Explanation of anendments to NFA Financj-aL Requirements,
Schedule E and NFA Compliance RuLe 2-13 to perrnit NFA
to grant relief reguests to introducing brokers and
commodity pool operators.

NFA Financial Requirements, Schedule E provides that
each FCM Member may request its desi.gnated self-regulatory organi-
zation ("DSRO") to grant relief from certain filing and notice
requirements. Thus, requests from FcMs for a change in fiscal
vear selection or extensions of time for filinq financial state-
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menLs, for exanple, may be processed initially by the DSRO rather
than the Commj.ssion. This schedule, however, only applies to FCI"I
llembers; the Comnission rernains responsible for approving such
requests for IBs and CPOS. The Division of Trading and Markets
has expressed interest in having NFA handle relief requests of
this type from IBs and CPOs as wef l-.

The Compliance Department of NFA does not anticipate
that expanding NFA's role to include responsibility for handling
relief requests fron IBs and CPOS would ireate a significant drain
on NFA resources or any operational difficulties. NFA,s prior
experience with handling such requests from FCMs has provided
knowledge of the standards to be applied and the procedure to be
followed. In considering FCM requests NFA has employed the sane
general standards as the Commission. For example, requests for
fiLing extensions are generally viewed with a presumption toward
denial unless the petitioner has an exceptional- reason for the
request. Requests for a change of f j.scal year are generalJ.y
approved if they result in a reporting gap of no more than fifteen
months. There is a strong presumption toward denial of requests
for exemption from maintenance of the nininum debt-equity ratio.

The proposed amendments to NFA Compliance RuLe 2-I3 and
NFA Financial Requirements, Schedule E would permit NFA to grant
such relief requests for IB and CPO litembers. NFA wou1d, of course,
also apply the Commission's general standards to requests received
from CPOS and IBs under this amendment. The proposed amendments
also correct certain cross references in Schedule E which have
been rendered obsolete. NFA respectfully requests the Commission
to decl-are the proposed amendments effective upon approval by the
Commission as authorized by Section 17(j) of the Act.

II. TSE AIiENDI,IENTS TO BYLAW 305 AND TEB PROPOSED REGISTRATION
RI'LES AND EXPLANATIONS TEEREOF

Amendments to NFA Bylaw 305 and proposed Registration
Rules of NFA to permit NFA to perform its registration
responsibilities pursuant to NBA rules (the current
language of Bylav, 305 would be deleted in its entirety
and would be replaced by the underscored; the Registra-
tion Rules are set forth below as proposed):

BYLAWS
OF

NAT IONAL FUTURES ASSOCIATION

A.
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Bylas 305. Reqistration Rules.

bie ticles III and XI and

orm the the reqistr ns un er the

of d ter tnes
Eh res rok nd for of det

er B Iaw 30I rrh h rule ha 11, be

REGISTRATION RULES

*tt

PART IOO. DETINITIONS.

RULE IO1. DEFINITIONS.

As used in these rules --
(a) "Act" - neans the Commodity Exchange Act.
(b) "Associated Person" - means an associated person as that

term is used in the Commodity Exchange
Act and the ReguLations thereunder andrhrf i i red to be registered as

""Ei "ia"i'[it. o...
(c) nConmissionn or nCPfC' - neans the Commodity Futures Tradj.ng

Commission.

(d) "Listed Principal" - neans a principal of a registrant with
respect to whom the registrant has made
alI necessary filings under these rules

(e) "Principalr' - means, with respect to an applicant for regis-
tration, a registrant or a person required to
be registered under the Act: (f) any person,
including but not limited to a sole proprie-
tor, general partner, officer, director, branc
officer manager or designated supervisor, or a

rdance with vrhich NFA

authorized bv the Commiss

etermrne Dro

to



NFh
Ms. Jean A. Webb
July 2, 1987
Page 7

(f)

person occupying a similar status or performing
similar functions, having the power, directly
or indirectly, through agreenent or otherwise,
to exercise a controlling influence over its
activities which are subject to regulation by
the Commission; (2) any holder or beneficial
owner of ten percent or nore of the outstanding
shares of any class of stock; or (3) any person
who has contributed ten pelcent or more of the
capital.

'rsponsorrr - means the registered or pending futures commis-
sion nerchant, introducing broker, cornmodi !y
trading advisor, or comrnodity pool operator \.rhich
makes the certification required by Rule 206 of
this chapter for the registration of an associ-
ated person of such sponsor or with whom a prin-
cipal is aff i l iated.

PART 2OO. REGISTRATION REQUIREUENTS AND PROCEDURES.

RULE 201. REGISTRATION REQUIREIIIENTS AND PROCEDURES.

Typeg of persons other than floor brokers subject to
regulation under the Act, as defined in Ehe Act or Commission
regulations, for which NFA has been granted registration responsi-
bilities pursuant to Section 8a(10) or Section 17(o) of the Act
shall be reguired to register if required to register under the
Act and not exempt from registration by Commission rule or order.
A11 such persons shall be subject to and NFA shall perform regis-
tration functions with respect to such persons in accordance with
all of the rules governing registrations contained in these Regis-
tration Rules ( "Rules" ) .

NFA shall perEorm reqistration functions with resDect
to persons required to registei under the Act as floor broklrs in
accordance with all oE the rules governing the registration of
floor brokers contained in Part 3 of the Commission's rules except
that, Part 700 of these Rules shall govern access to and cert j.-
fication of floor broker records maintained bv NFA.

INOTE: EXEIT{PTIONS FROIII REGISTRATfON. Persons seeking exenp-
tion f rorn registration should refer to Appendix A of
these Rules.l
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RULE 202. REGISTRATION PROCESSING AND TiIOfIFICATION OF
REGISTRATION.

the registrant, or the sponsor in the case of
registration as an associated person, if
been granted or a temporary Iicense issued

form, any scheduLe or supplenent thereto.
card or other document required by these Rules
NFA shall be deerned for all purposes to have
and to be the official- record of, the Commis-

of these Rules sha1l govern access to and
all such registration records maintai.ned by

(a) NFA nill notify
an applicant for
registration has
under the Act.

(b) Any regist rat ion
any fingerprint
to be filed wi th
been filed with,
sion. Part 700
certification of
NFA.

RULE 203. REGISTRATION PEES.

(a) Amount.

(1) Associated Person. Each Form 8-R submitted in connec-
tion wi.th the registration of an associated person nust
be acconpanied by a fee of 930.

(2) Introducing Broker. Each application for registration
as an introducing broker nust be accompanied by a fee of
$75 plus $6 for each domestic branch office.

(3) Futures Cornmission Merchant. Each application for regis-
tration as a futures cornmission rnerchant must be accon-
panied by a fee of 9250 p).us g6 for each donestic branch
office.

(4) Cofinodity Pool Operator and Coonodity Trading Advisor.
Each application for registration as a comrnodity pool
operator or commodity Erading advisor nust be accorn-
panied by a fee of $50 plus g5 for each domestic branch
office.

(b) AdditionaL Branch Office. Each Form 3-R filed to report the
addition of a branch oEfice ISee RuIe 210] must be accom-
panied by a fee of S6 for each such domestic branch office
repor ted.

(c) Form of Renittance. Regislration fees must be remitted by
check' bank draft or money order payable to National Futures
Association. A11 registration fees are non-refundable.
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RULE 204. REGISTRATION OF FUTI'RES COII{UTSSION IIiERCEANTS,
INTRODUCING BROKERS, COWODITY P@L OPERATORS AND
CO!{UODITY TRADING ADVISORS.

(a) Initial Registration.
(f) Applicatlon for initial registration as a futures com-

mission merchant, introducing broker, commodity pool
operator and commodity trading advisor must be on a
Forn 7-R, completed and filed \,rith NFA in accordance
with the inst.ructions thexeto.

(A) Each application for initial registration as a
futures commission merchant and as an introducing
broker nust also be completed and filed in accord-
ance rf ith CFTC Regulation I.l0.

(B) Each application for initial registration as a
commodi. ty pool operator must also be completed and
filed in accordance with CFTC Regulation 4.13(c).

(2) Each appl-ication for initial registration as a futures
cornmission merchant, i.ntroducing broker, cornrnodi ty pool
operabor and commodity trading advisor must be accon-
panied by a Forn 8-R, completed in accordance with the
instructions thereto and executed by each natural per-
son who is a principal of the applicant, and must be
accompanied by the fingerprints oE that principal on a
fingerprint card provided by NFA for that purpose. The
Form 8-R and f ingerpr j.nt card need not be filed, how-
ever, by a principal who is currenlly registered \rrith
the Commj.ssion in any capacity or a listed principal of
a current commission registrant,

(b) Duration of Registrati.on. A person who becones registered
as a futures commission rnerchant, introducing broker,
cofinodity pool opera!or or commodity trading advisor in
accordance lrith paragraph (a) of this RuIe will remain so
registered until such registration is suspended, revoked,
terminated or wi thdrawn.

(c) Periodic Filings. Any person who becones registered as a
fut.ures comnission merchant, introducing broker, comrnodity
pool operator or coftnodity trading advisor in accordance
with paragraph (a) of this RuIe shall be required to fife a
properly completed Form 7-R with NFA annually on a date
specified by NFA. Failure to file the Form 7-R trithin 30
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days following such date r./i11 be deemed a request for with-
clrawal from registration. on at least 30 days' erritben
notice, and following such action, if any, deemed necessary
by the CFTC or NFA to protect the corunodity futures markets,
customers or other Mernbers or Associates, NFA may grant the
request for withdrawal f rorn registraLion.

RULE 205. REPORTING OF PRINCIPALS.

within t\,/enty days after any natural person becorRes a
princj.pal of an applicant or registrant subseguent to the fil-ing
of a Forn 7-R in accordance r.rith Rule 204 of this chapter [See,
however. RuIe 208 which may require a new registrationl, the regis-
trant must file a Forn 3-R indicating such change and a Form 8-R
for each such person. The Forn 8-R must be compleled by such
principal in accordance with the instructions thereto and nust be
accompanied by the fingerprints of that principal on a finger-
print card provided by NFA for that purpose. The Form 8-R and
fingerprint card need not be f il-ed, however' by a principal. who
is currently registered with the Conmission in any capacity or a
listed principal of a current commission registrant.
RULE 206. REGISTRATION OF ASS@IATED PERSONS OF FT'TIJRES

i,IERCEANTS, INTRODUCING BROKERS, COUI,IODITY PooL
OPERATORS AND COI{I'ODITY TRADING ADVISORS.

(a) rnitial registration.
(1) Application for initial registration as an associated

person of a sponsor must be on a Form 8-R' completed
and filed with NFA in accordance with the instructions
thereto.

(2) No person will be registered as an associated person in
accordance erith paragraph {a) of this Rule unless an
officer of the sponsor corporation, a general partner
of the sponsor partnershipr or the sole proprietor
sponsor, has signed and dated a certification on the
Forn 8-R by whlch application for regi.stration is made
stating that 3

(A) It is Ehe intention of the sponsor to hire or other-
wise enploy the applicant as an associated person
and that it will do so \.rithin thirty days after
the receipt of the notification provided in accord-
ance r.rith paragraph (a) (4') of this Rule and that
the applicant will not be permilted to engage in
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any activity requiring registration as an asso-
cj.ated person until the applicant is registered or
tenporarily licensed as such in accordance with
this Rule;

(B) The sponsor has verified the information supplied
by the applicant in response to the questions on
the Form 8-R which relate to the applicant's educa-
tion and employment h j.story during the preceding
three years; and

(3)

(C) To the best of the sponsor's knowledge, informa-
tion and belief, all of the publicly avai.lable
information supplied by the applicant on the Form
8-R is accurate and conpJ.ete.

Each Form 8-R filed in accordance $rith this Rule must
be accompanied by the fingerprints of the applicant on
a fingerprint card provided by NFA for that purpose and
satisfactory evidence that the applicant has satisfied
the applicable proficiency requirenent set forth in
Part 400 of these Rules.

(4) when NFA determines that an applicant for registration
' as an associ.ated person is not unfit for such registra-

tion, it will provide notification in writing to each
sponsor that the applicant's registration as an asso-
ciated person is granted contingent upon the sponsor
hiring or otherwise ernploying the applicant as such
within thirty days.

(b) Special registration procedures for certain persons.

(I) Any person whose registration as an associated person
has terninated within the preceding sixty days and who
becomes associated with a nelr sponsor wiIl be tempo-
rarily licensed as an associated person of such sponsor
(except in those circunstances set forth in paragraph
(b)(4) of this Rul-e) upon nailing by that sponsor to
NFA of a Form 8-R, completed in accordance nith the
instructions thereto, containing lrritten certification
stating:
(A) That such person has been hired or is otherwise

employed by that sponsor;



NFH
Ms. Jean A. Webb
July 2, 1987
Page 12

(B) That such person's registration as an associated
person i-n any capacity is not suspended or revoked;

(C) That such person is eligible to be registered or
temporarily licensed in accordance with this para-
graph (b);

(D) That the Disciplinary History portion oE such
person's registration application contains no "yes"
answersr or non€ except those arising from a matter
which has already been disclosed in connecti.on
with a previous appli.cation for a registration in
any capacity if such registration $ras granted, or
which was disclosed more than 30 days previously
in an anendrnent to such applicationt

(E) Whether there is a proceedi.ng pending under Sec-
tions 6(b) or 8a of the Act or Part 500 of these
Rules to deny, suspend, revoke, condition or
restrict such person's registration in any capacity
and whether NFA within the preceding twelve nonths
has permitted the withdralral of such person's appli-
cation for regist.ration in any capacity after initi-
ating the procedures provided for in RuIe 503 and,
if any such proceeding has been initiated, that
the sponsor has been given a copy of the complaint,
letter, or notice issued in connection with such
proceeding; and

(F) That the sponsor has received a copy oE the com-
plaint, letter or notice issued if the applicant
for registration has certified, in accordance with
paragraph (b)(1)(E) of this Rulu that lhere is a
pending proceeding against hirn as described in
that paragraph or that NFA has pernitted the v'rith-
drawal of an aoolication for reqistration as
described in ttrat paragraph.

(2) Except as provided for in Rule 207, any person whose
registration j.s still in effect and who becornes associ-
ated with a sponsoring futures commission merchant or
introducing broker will be registered as an associated
person of such sponsor (except in those circumstances
set forth in paragraph (b)(4) of this Rule) upon nailing
by that sponsor to NFA of a Form 8-R, completed in
accordance with bhe instructions thereto, containing
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the written certification required by paragraph (b)(1)
of this Ru1e.

(3) The certifications required by paragraph (b)(1) (A) and
(F) of this Rule must be signed and dated by an officer
of the sponsor corporation, a general partner of the
sponsor partnership, or the sole proprietor sponsor.
The certifications required by paragraphs (b)(1) (B)
through (E) of this Rule must be signed and dated by
the applicant for registration as an associated person.

(4) An applicant will not become registered or temporarily
licensed upon mailing of a properly conpleted Form 8-R
pursuant to paragraph (b) of this Rule unless such form
is accompanied by the fingerprints of the applicant on
a fingerprint card provided by NFA Eor that purpose and
the prof j.ciency certification required by RuIe 40f(a)(3)
if such certification was required e,rith the applicant's
prior application for registrahion as an associated
person, or a Supplemental Sponsor Certification State-
ment signed by the new sponsor if the applicant's prior
registration as an associated person was subject to
conditions or restrictions pursuant to Part 500 of these
Ru l-es .

(5) A temporary lj.cense received in accordance with para-
graph (b) of this Rule will terrninate five days after
service upon the applicant of a noti.ce by NFA pursuant
to Rule 504 that such person may be found subject to a
statutorv disqualification from reqistration.

(c) Duration of registration. A person registered in accordance
srith paragraphs (a) or (b) of this Rule, and whose registra-
tion has not been suspended, revoked or erithdravrn or affected
by paragraph (b)(5) of this Rule will continue to be so regis-
tered until the termination of the association of the regis-
trant with, or the revocation, suspension, or wj.t.hdrawal of
the registration of, each of t.he assocj.ated person's sponsors.

(d) Retention of records. The sponsor must retain in accordance
with Commission Regulation 1.31 such records as are necessary
to support the certifications required by this Ru1e.
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RULE 207. IIIT'LTIPLE AFFILIATIONS OF ASSOCIATED PSRSONS.

(a) Certain dual and multiple associations prohibited. No person
may be simultaneously associated as an associated person
wi th:
(I) More than one futures commission merchant or with more

than one introducing broker;

(2) A futures commission merchant and an introducing broker;

(3) A futures commissi.on merchant and a commodity trading
advisor for which that futures commission merchant
solicits or inLends to solicit cfients or prospective
clients: Provided, That a person registered as an asso-
ciated person of a futures commission merchant r.rho
solicits clients by, for, or on behalf of that futures
commission merchant, or supervises any person or per-
sons so engaged, shall in such case be deemed to be
associated solely wj.th the futures commission merchant.

(4) Subject to the provisions of paragraph (a)(3) of this
RuIe, a futures commission merchant and a cornmodity
trading advisor for which that futures commission
merchant carries or introduces, or intends to carry or
introduce, clients' or prospective clients' discre-
tionary accounts i

(5) A futures comrnission merchant and a comrnodity pool
operator for which that futures commission merchant
solicits or intends to solicit funds, securities, or
propertys Provided, That a person registered as an
associated person of a futures comrnission merchant who
solicits funds, securities, or property by, for, or on
behalf of that futures commission merchant, or super-
vises any person or persons so engaged, shalf in such a
case be deemed to be associaced solelv with the futures
commission merchant;

(6) Subject to the provisions of paragraph (a) (5) of this
Rule, a Eutures conunission merchant and a commodiEy
pool operator for r.rhich that futures commission merchant
carries or introduces, or intends to carry or introduce,
the account of a commodity pool operated by that commod-
ity pool operator t
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(7) An introducing broker and a commodity trading advisor
for which that introducing broker solicits or intends
to solicit clients or prospective clients: Provided,
That a person registered as an associated person of an
introducing broker who solicits clients by, for, or on
behalf of that introducing broker, or supervises any
person or persons so engaged, shall in such a case be
deened to be associated so1e1v with the inbroducinq
b roke r t

(8) Subject to the provisions of paragraph (a)(7) of this
Rule, an introducing broker and a commodity trading
advisor for which that inLroducing broker introduces 'or intends to introduce, clients' or prospective clients'
discretionary accounts ;

(9) An introducing broker and a comrnodity pool operator for
lrhich that introducing broker solicits or intends to
solicit funds, securities, or property: Provided' That
a person registered as an associated person of an intro-
ducing broker who solicits funds, secutities, or property
by, for, or on behalf of that introducing broker, or

any person or persons so engaged, shall in
such a case be deemed to be associated solely with the
introducing broker; or

(10) Subject to the provisions of paragraph (a)(9) of this
Rule, an introducing broker and a commodity pool opera-
tor for which that. introducing broker introduces' or
intends to introduce, lhe account of a comrnodity pool
operated by that conunodity pool operator.

(b) Pernitted dual and nultiple associations.

(I) A person who is already registered as an associated
person in any capacity nay become associated with a
cofinodity trading advisor or with a commodity pool
operator if that coffnodity trading advisor or commodity
pool operat.or files a Form 3-R with NFA in accordance
with the instructions thereto. Such filing sha1l con-
stitute a certification that:
(A) the commodity trading advisor or commodity pool

operator has verified that the associated person
is currently registered as an associated person in
any capac r Ey ;
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(B) the associated person is not subject to a statutory
disqualification as set Eorth in Section 8a(2) of
the Act, and

(C) in addition to its responsibility to supervise
that associated person, the corunodity trading advi-
sor or commodity pool operator acknowledges that
it is jointly and severally responsible for the
conduct of the associated person with respect to
the solicitation oE any client's or prospective
client's discretionary account or the solicitation
of funds, securities, or property for a participa-
tion in a commodity pool, \rith respect to any cus-
tomers or option customers conmon to it and any
other comnodity trading advi.sors or commodity pool
operators with which the associated person is
associated.

A person who files a Form 3-R with NFA pursuant to paragraph
(b)(1) of this RuIe shaIl becorne registered as an associated
person of the commodity trading advisor or commodity pool
operator upon receipt of the Form 3-R by NFA.

(d) Petitions for exemption. Any person seeking an exemption
from the requirenents of this Rule must file a petition with
the Contnission in accordance with Commission Requlations
3.12 and 3.16.

RUI,E 208. CEANGES REQUIRING A NEW REGISTRATION.

(a) If the registrant is a futures commission merchant, j.ntro-
ducing broker, commodity pool operator or conmodity trading
advisor, and except as provided in paragraphs (b) and (c) of
this Ru1e, registration is deemed to terninate and a new
registration is required ISee RuIe 204] whenever a person
not listed as a principal on the registrant's initial regis-
tration application or anv amendment thereto:
(1) Acquires the right to voEe or becomes the beneficial

owner of lot or more of the reqisf,rantrs votinq
securi.Eies;

Jean A. Webb
2, l-gg'l
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12) Becomes entitled to receive
trant 's net profits;

(3) Contributes 10t or more of

10t or more of the regis-

the registrant's capi tal t
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Becomes a director of the registrant;
Becomes the chief executive officer of the registrant
or occupi.es a position of similar status or performs a
sinilar funct ion;

(5) Acquires ownership of the registrant's business in the
case of a sole proprietorshipr or

(7 1 Becomes a general partner of the registrant.
(b) In the event of the filing of an application for registration

pursuant to paragraph (a) of this Rule, if each person not
Iisted as a principal on the registrant's initial application
or any amendment thereto is currently registered in any capac-
iby or is a listed principal of a current Commission regis-
trant, such registration shall not terminate until the
earliest of:
(l) 90 days from the date that such change occurredi or

(2\ notification by NFA of the granting of the new registra-
tionr or

(3) five days after service upon the registrant of a notice
by NFA pursuant to Rule 504 that the registrant may be
found subject to a statutory disqualification from
registration.

(c) Except in cases ,",here paragraph (b) of this Rule applies and
the registrant chooses to file an application for new regis-
tration under its terms, a nee, registration \rill not be
required in the event of an intended change in control as
described in paragraphs (a)(4) and (5) of this Rule, if the
registrant subnihs a Form 3-R to NFA prior to such change in
control and such change in control does not occur until the
registrant receives written approval fron NFA. The Form 3-R
nust be accompanied by a properly completed Form 8-R for
each person who will become a principal of the registrant
and by the fingerprints of that individual on a fingerprint
card provided by NFA for lhat purpose, except that a finger-
print card need not be provided for any individual who is
currently registered with the Conmission as an associated
person or as a floor broker or is a listed principal of a
current Commission registrant.

(d) Any person who is registered, or has submitted an application
for registrat.ion as an associ-ated person of the registrant

(4)

(5)
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on or prior to the effective date of the changes described
in paragraph (a) of this Rule, shall be deemed to be regis-
tered, or to have submitted an application for registration,
as an associated person of the new registrant.

INOTE: Requests for exenption from the requirements of
this Rule must be directed to NFA.l

RULE 209. ALTERNATIVE TO TEE FINGERPRINT FILING REQUIREI{BNT
CERTAIN CASES.

(1) a legib1e, accurate and complete photocopy of a finger-
print card which has been submitted to the Federal Bureau
of Investigation for identification and appropriate
processing and each report, record, and notation made
available by the Federal Bureau of Investigation vrith
respect to that fingerprint card if such identification
and processing has been completed satisfactorily by the
Federal Bureau of Investigation not more than ninety
days prior to the filing with NFA of the photocopy; or

(2) a statement that such person's appLication for initial
registration in any capacity has been granted \./ithin
the preceding ninety days except that the provisions of
this paragraph shall not apply to any person who was
not required to file a fingerprint card in connection
with such application for initial reg j.stration.

(b) Each photocopy and statenent filed in accordance e/ith the
provisions of paragraph (a)(I) or (a) (2) ot this RuIe must
be signed and dated. Such signature shall constitute a cer-
tification by that individual that the photocopy or state-
ment is accurate and complete and must be made by:

(1) With respect to the fingerprints of an associated person:
An officer of the sponsor corporation, a general partner
of the sponsor partnership, or the sole proprietor
sponsor;

(2) With respect to the fingerprints of a principal: An
officer, if the futures comrnission merchant, commodity
tradi.ng advisor, commodity pool operator or introducing
broker, with which the prj.ncipal will be affiliated is

IN

( a ) Any pe r son r.rho
print card rnay
card:

is required by these Rules to submit a finger-
f i.le, or cause to be filed, in lieu of such
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a corporation, a general partner, if a partnershi.p, or
the sole proprietor, if a sole proprietorship.

RUI.,E 210. DEFICIENCTES, INACCT'RACIES, AND CEANGES TO APPLICATION
I NFORI,IAT ION UUST BE REPORTED.

(a) Each applicant or registrant as a futures commi.ssion merchant,
commodity trading advisor, conmodity pool operator, or intro-
ducing broker must, in accordance with the instructions Lhere-
to, promptly correct any deficiency or inaccuracy in Forn 7-R
or Schedules A, B, or C to the Form 7-R which no Ionger
renders accurate and current the information contained therein.
Each such correcti.on must be made on a Forn 3-R and must be
prepared and fiLed in accordance with the instructions
thereto. When a Form 3-R is filed by a registrant for pur-
poses of reporting a change j.n the form of the organization
of the registrant, the Form 3-R nust be accompanied by a
letter, signed by an appropriate signatory, certi.fying that
the newly formed organization will be 1iab1e for all obliga-
tions of the pre-existing organization which arose out of
the Act or the regulations thereunder.

(b) Each applicant or registrant as an associated person and
each principal of a reg j.strant must, in accordance with the
instructions theretof pronptly correct any deficiency or
inaccuracy in the Forn 8-R or any supplemental statement
thereto which no longer renders accurate and current the
information contained in the Form 8-R or supplemental- state-
ment. Each such correction must be rnade on a Form 3-R and
must be prepared and filed in accordance lrith the instruc-
tions thereto.
(r) After the filing of a Form 8-R by or on behalf of any

person for the purpose of permitting that person to
be an associated person of a sponsor, that sponsor must,
r.rithin twenty days after the occurrence of either of
the following, file a notice thereof 'rith NFA indicating:
(A) the failure of that person to becone associated

r,rith the sponsor as an associated person or princi-
pal and the reasons therefor; or

(B) the terrnination of the association of the asso-
ciated person or the association as a principal
with the sDonsor and the reasons therefor.
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(2) Any notice required by paragraph (c) of this RuIe nust
be filed on Forn 8-T or on a Uniform Termination Notice
for Securities Industry Registration.

RULE 211 . ST'PPLEIIIENTAI, FILING REQUIREIIIENTS.

Nolttithstanding any other provision of these Rules, NFA
nay, at any time, give written notice to any registrant, applicant
for regi.stration, or person required to be registered:
(a) That information has come to the attention of NFA's staff

vrhj.ch, if true, could constitute grounds upon which to base
a determination that the person is unfit to become, or to
renain, registered in accordance i,tith the Act or the regula-
tions thereunder or NFA rules and setting forth such infor-
mation in the notice, or that NFA has undertaken a routine
or periodic review of the registrant's fitness to remain so
registeredt and

(b) That the person, or any individual who based upon hi.s rela-
tionship with that person is required to f i-Ie a Form 8-R in
accordance with the requirements of these RuIes as applic-
abIe, must, within five days of receipt thereof, or such
shorter period of time as NFA may specify, complete and file
with NFA a current Form 8-R, in accordance erith the instruc-
tions thereto, which nust be accompanied by that individual's
fingerprints on a fingerprint card provided by NFA for that
purpose.

(c) Failure to provide the requested information is a violation
of these Rules which in itself constitutes grounds upon which
to base a determination that the reqistranb is unfit to
become or to remain so registered.

RULE 212. REGISTRATION IN ONE CAPACITY DOSS NCTP INCLUDE
REGISTRATION TN ANY OTSER CAPACITY.

(a) Except as nay be otherwise provided in the Act or in any rule,
regulation' or order of the Corunission, each associated person,
futures commission merchant, conunodity trading advisor, com-
modity pool operator and introducing broker must register as
such under the Act. Registrahion in one capacity under the
Act shall not include registration in any other capacity.

(b) Except as may be provided j.n the Act or in any ru1e, regula-
tion or order of the commission, registration as an associ-
ated person in one capacity shall not include registration
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as an assoc raEeo
person sponsored
than one capaci ty
ciated person of
associated pe r son

person in any other capacity. An associated
by a registrant erhich is registered in more
need register only once to act as as asso-

the registrant and shall be deemed to be an
of such registrant, in each such capacity.

RTJLE 213. CI]RRENT ADDRESS FOR PSRPOSE OF DELIVERY OF
COUMUNICATIONS.

The address of each registrant' applicant for regisLra-
tion and principal, as submitted on the application for registra-
tion (Form 7-R or Form 8-R) or as submitted on the biographical
supplenent (Fornr 8-R) shall be deened to be the address for
delivery to the registrant, applicant or principal for any comnu-
nications from the Conmi.ssion or NFA, including any sunmons,
complaint, reparations claim' arbitration demand, order, subpoena,
special ca1l, request for information, notice, and other written
document or correspondence, unless the registrant, applicant or
principal specifies another address for this purpose: Provided'
that the Corunission or NFA may address any correspondence relating
to a biographical supplernent submitted for or on behalf of a prin-
cipal to the sponsor with which the principal is affiliated and
may address any correspondence relating to the registration of an
associated person to the sponsor with which the associated person
or the applicant for reg j.stration is or wiII be associated. Each
registrant, while registered' and each principal, while affiliated
with a registrant, must keep current the address on the application
for regist.ration, biographical supplement, or other address filed
with the Comrnission or with NFA. An order of default or other
appropriate relief may be entered in any proceeding, including a
reparation proceeding commenced \rhile the registrant is registered
or within two years thereafter, for failure to file a required
response to any communication sent to the latest such address
filed with the commission or wirh NFA.

PART 3OO . TEI/TPORARY LICENSES.

RULE 3OI. TEUPORARY LICENSING OF APPLICANTS FOR ASSOCIATED
PERSON REGISTRATION.

(a) Qualificat ions.

Not\.rithstanding any other provisions of the Registration
Rules, and pursuant to the terms and condit j.ons of this RuIe,
NFA may grant. a temporary license to any applicant for regis-
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tration as an associated person uDon the contenDoraneous
filing with NFA of:
(1) A properly conpleted Forn 8-R, the Disciplinary History

portion of r.rhich contains no "yes" answers indicating
that the applicant may be subject to a statutory dis-
qualification under Sections 8a(2) through 8a(4) of the
Act;

(2) The fingerprints of the applicant on a f j.ngerprint card
provided by NFA for that purposet and

(3) The sponsor's certification required by Rule 206(a) (21 .

(b) Withdrasal of application.
Failure of an applicant's sponsor to respond to a vrritten
request by NFA for clarification of application inEormation
or resubmission of fingerprints in accordance rrrith such
request will be deemed to constitute a withdrawal of the
applicantrs registration application and sha11 result in the
imrnedi.ate termination of the applicant's temporary license.

(c) Restrictions upon activities.
(1) An applicant for registration as an associated person

who has received written notification that a temporary
Iicense has been granted may act in the capacity of an
associated person subject to a11 CFTC rules, regulations
and orders and all reguirements of an NFA Associate.

(2) Until registration has been granted, an applicant for
registration as an associated person who has received a
tenporary license may not be sponsored by any registrant
other than the registrant which has f i.Ied the certifica-
tion described in paragraph (a)(3) of this Rule.

(d) Termination.

(1) A temporary license shaII berminate,
(A) Five days after service upon the applicant of a

notice by NFA pursuant to Rule 504 that the appli-
cant for registration may be found subject to a
statutory disqualification from registration; or

(B) Immediately upon termination of the association of
the applicant with the registrant which filed the
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sponsorship certification described in paragraph
(a)(3) of this RuIer or

(C) Upon wibhdrawal of the registration application
pursuant to paragraph (b) of this Ru1e.

(2\ Upon termination, the applicant may not engage in any
activity whi.ch requires registration e/ith the Commission
as an associated person.

(e) Relationship to Registration.

(1) A temporary license sha11 not be deerned to be a regis-
tration or to confer any right to such registration.

(2) Termination of a temporary License wiII affect NFA mem-
bership aB descr ibed in Bylaw 30I (h) ( i ) .

(3) Unless a temporary Iicense has terminated, a temporary
license shall become a registration i.rith the Commission
upon the earlier of:
(A) A deternination by NFA that the applicant is qual-

ified for registration as an associated person; or

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

RULE 302. TETiPORARY LICENSING FOR GUARANTEED INTRODUCING
BROKERS.

(a) Qualifications.
Notwithstanding any other provisions of the Registration
Rules, NFA may grant a temporary license to any applicant
for registration as an introducing broker upon the con-
temporaneous filing srith NFA of:
(1) A properly completed cuaranteed Agreement (Form

l--FR Part B) from a futures commission merchanE
which i.s eligible to enter into such an agreement
pursuant to CFTC Regulation I.f0(j) (2); and

(2) A properly cornpleted form 7-R, the Disciplinary
History portion of which contains no "yes" answers
indicating that the applicant may be subject to a
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statutory disqualification under Sections 8a(2)
through 8a(4) of the Act; and

(3) A properly completed Forn 7-R Schedule A; and

(4) A properly completed Form 8-R for all persons that
are principals and branch managers nhich contain
no "yes" answers indicating that the applicant rnay
be subject to a statutory d i squa I i f i ca t i on under
the Corunodi ty Exchange Act; and

t5) A signed and dated certifi.cation from the fulures
commission merchant providing the Guarantee Agree-
nent required by paragraph (a)(l), signed by an
officer of the sponsor corporation, a general
partner of the sponsor partnership, or by the sole
propr ietor sponsor, statlng that:
(A) The futures commission merchant has verified

the information on the Forms 8-R filed pur-
suant to paragraph (a) (4) r,rhich relate to the
applicant's principal's education and employ-
ment history during the preceding three yearsi
and

(6)

(B) To the best of the FCM'S knor,rledge, informa-
tion, and belief, all of the publicly avail-
able inforroatj.on supplied by the applicant
and its principals on the Form 7-R and Forrns
8-R as appropriale, is accurate and complete;
and

Legible fingerprints on cards provided by NFA for
all persons that are principals and branch managers:
Except that, principals currently registered as
associated persons and listed principals of curren!
registrants must cornplete and file only the Disci-
plinary History portion of the Form 8-R to satisfy
the filing requirements of (a)(D) and (a)(E) if
they are not required to register as an associated
person of the applicant; and

Proof of satisfaction of the applicable proficiency
requirement set forth in Rule 401 by all branch
managers and all principals acCing in a capacity
which requires registration as an associ-ated person;
and

(7)
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(8) All of the other forms and documents, properly
completed, that are required to becone registered
as an Introducinq Broker and to become an NFA
Menbe r .

A guarantee agreernent filed in connection with paragraph
(a)(1) shal1 become effective upon the granLing of the
temporary l icense.

(b) Withdrasal of Applicat ion.

Failure of an applicant to respond to a written request
by NFA for clarification of application information or
resubmission of fingerprints in accordance with such
request will be deemed to constitute a withdravral of
the registration application and shall result in the
immediate termination of the tenporary Iicense.

(c) Restrictions Upon Activities.
(f) An applicant for registration as an introducing

broker who has received written notification that
a temporary license has been granted may act in
the capacity of a introducing broker, subject to
all CFTC Ru1es, Regulations and orders and alI
requirements of an NFA Member.

(2) An applicant for registration as an introducing
broker who has received a temporary license may be
guaranteed by futures conmission merchant other
than the futures conmission merchant which pro-
vided the initi.al guarantee agreernent described in
paragraph (a)(l): Provided, that, written notice
is given to NFA I0 days prior to the effective
date of such termination or such other period of
time as NFA nay allow for good cause shown of the
termination of the existing guarantee agreement in
accordance lrith NFA Financial Requirements Section
9 and CFTC Regulations I.I0(j)(4)(ii) or (j)(5)
and a properly completed guarantee agreement (Form
l-FR Part B) effective the day following the last
effective date of the existing guarantee agreement.
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(d) Termination.

(f) A temporary Iicense shall terminate:

(A) Five days after service upon the applicant of
a notice by NFA that the applicant for regis-
tration may be found subject to a statutory
disqualification fron regist rat ion i or

(B) Immediately upon termination or suspension of
the applicant's or guarantor futures conmis-
sion merchantis NFA nembershj.p or upon terni-
nation of the applicant's guarantee agreement
in accordance $rith NFA Financial Requirenents
Section 9 and CFTC Regulations f.I0(j) (4)(ii)
or (j)(5) unless a new guarantee agreement is
filed in accordance with paragraph (c) (2)i or

(c) Upon failure of an applicant to respond to
NFA's request for clarification of application
information or resubmission of fingerprints
pursuant to paragraph (b) above.

(2) Upon termination, the applicant rnay not engage in
any activity which requires registration as an
Introducing Broker.

(e) Relationship to Registration and llernbership.

(1) A tenporary license sha1l not be deemed to be a
registration or to confer any right to such regis-
tration.

(2) The granting of a temporary license shal1 consti-
tute the granting of NFA t"lembershi.p.

(3) Ternination of a temporary license will affect NFA
Menbership as described in Byl-aw 30f(h) (i).

(4) Unless a Lemporary License has terminated, a tempo-
rary Iicense shall become a registration upon the
earl ier of:
(A) A determination by NFA that

qualified for regiscration
Broker; or

the applicant is
as an Int roduc i ng
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(B) expiration of six nonths from the date of
ISSUanCe.

PART 40O. PROFICIENCY REQUIREIENTS.

RULE 401. OUAIIFICATION TESTING REQUIREIT{ENT.

Any individual applying to NFA Eor registration under
the Act as a futures comrnission merchant, an introducing broker,
a commodity pool operator, a commodity trading advisor or as an
associated person of any of the foregoing or applying for regis-
tration i{ith NFA as an Associate pursuant to NFA Bylaer 301(b)
sha11 not be registered, temporarily licensed or registered lrith
NFA as an Associate unless:

(a) NFA receives satisfactory evidence that the applicant
has taken and passed the National Commodity FuLures
Exanination on a date which is no more than tr.ro years
prior to the date the application is received by NFA;

(b) The applicant has been duly registered under the Act as
a futures commission merchant, an introducing broker, a
conunodity pool operatorr d conwrodity trading advisor or
as an assocj.ated person of any of the foregoing at any
time during the two-year period imrnediately preceding
the date the application is received by NFA; or

(c) NFA receives a certif j.cation, which shafl be considered
incorporated into the application for registration under
the Act, signed by both the applicant and the applicant's
sponsor, stating that:
(1) the applicanc is currently registered r,rith the

National Association of Securities Dealers, Inc.
as a General Securiti,es Representative, and

(2) the applicant's sole activities, subject to regu-
lation by the Comrnissionr are and will continue to
be Linited to:
(A) the solicitation of funds, securities or pro-

perLy for participation in a commodity pooI,
or
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(B) referring clients to an associated person who
has satisfied the proficiency requirements
set forth in this RuIe provided that the appIj.-
cant's referral of clients is solely incidental
to his business as a General Securities Repre-
sentative, or

(3)

(C) the supervi.sion of persons whose activities
are lirnited as set forth above unless and
until Ehe applicant submits to NFA satisfac-
tory evidence of having taken and passed the
Nat.ionaI Commodity Futures Examination, and

the applicant's sponsor understands that the sponsor
nust supervise the applicant's compliance erith the
limitation on the applicant's activities set forth
in paragraph (B) above and that any f ai.lure of Ehe
applicant to adhere to those linitations may be
cause for, atnong other things, disciplinary action
by NFA against the sponsor for violation of NFA
Conpliance Rule 2-9; and

the applicant and the applicant's sponsor under-
stand that willfully making a materially false or
misleading statenent in any part of the application
for registrat j.on, including the certif icat j-on
described above, is cause for denial, suspension
or revocati.on of registration and crininal
prosecut ion.

(4)

PART 5OO. PROCEEDTNGS TO DENY, CONDITION, SUSPEND,
RESTRICT OR REVOKE REGISTRATION.

RULE 5OI. AUTEORITY $O DENY, CONDITION, SUSPEND, RESTRICT AND
REVOKE REGISTRATION.

NFA may refuse to regi.ster, regisEer conditionally,
suspend or place restrictions on the registration or revoke the
registration of any person regist.ered or applying for registration
as a futures commission merchant, comrnodity pool operator, commod-
ity trading advisor, introducing broker 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 applicable to regis-
trati.ons granted by the Conmission. Final written orders denying
registration, reg j.stering conditionally, suspending, restricting
or revoking registration shall be made by the President, the Men-
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bership Committee or its designated Subcommittee in accordance
with the procedures set forth in this Part 500; provided, how-
ever, that pending final deterninatj.on, in cases submitted by the
President to tne laembership Conunittee or its designated Sub-
conmittee, registration shaII not be granted. Such designated
Subco nittee shall consist of at least three members of the Mem-
bership Committee, all of whon shall be appointed by a majority
of the Membership Conmittee.

RULE 502. GENERAL PROVISIONS.

(a) Service.

(1) For purposes of any proceeding to deny, conditj.on, sus-
pend, restrict or revoke registration, service upon an
applicant or regj.strant will be sufficient if mailed by
registered mail or certified mail return receipt re-
quested, properly addressed to the applicant or regis-
trant at the address shoern on the application or any
anendnent thereto, Service will be complete upon mailing.

(21 A copy of any not.ice served in accordance with paragraph
(a) (I) shaLl also be served upon:

(A) Any sponsor of the applicant or registrant pursuant
to Rule 206 it the applicant or registrant is an
indi.vidual registered as or applying for registra-
bion as an associated person; or

(B) Any futures comnission merchant which has entered
into a guarantee agreement pursuant to CFTC Regu-
lation I.10(j) with an applicant or registrant
applying for registration as or registered as an
introducing broker.

(3) Documents served by an applicant or registrant upon NFA
under this Part shall be considered served or filed
only upon actual receipt at the offices of National
Futures AssociaEion, 200 WesE Madison Street' Chicago'
IIlinois 60606,

(b) Extensions of Time for Filing. Any reguest for an extension
of time for filing a vrritten submission, reply or response
must be made to the President, the Membership Committee or
its designated Subcommittee as the case may be prior to the
expiration of the tine for filing. The President' the Member-
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ship Conunittee or its designated Subcommittee rnay grant such
reasonable extensions of time as deemed appropriate.

(c) Section 8a2(E) Disqualification. NFA will not initiate a
proceeding based on a statutory disqualification set forth
in Section 8a(2)(E) of the Act if respondeat superior is the
sole basis upon which the registrant may be found subject to
such statutory disqualif ication.

RULE 503. I{ITEDRAWAL OF APPLICATION FOR REGISTRATION.

Whenever informati.on cornes to the attention of NFA that
an applicant for ini.tial registration in any capacity may be found
subject to a statutory disqualification under Sections 8a(2),
8a(3) or 8a(4) of the Act, the Director of conpliance or the
Director's designee nay serve erritten notice upon the applicant,
\,rhich shall specify the statutory disqualifications to which the
applicant may be subject and notify the applicant that:
(1) The infornation' if true, is a basis upon which the appli-

cantrs registration may be denied;

(2) Unless the applicant voluntarily withdraws the application,
it may be necessary to institute the denial procedures
described in the following Rules; and

(3) If the applicant does not confirm in writing that the appli-
cant wishes to have the application given further considera-
tion, the application will be deemed to have been ',rithdra\,rn.The applicant must serve the e/ritten confirmation upon the
Secretary within tr.renty days afber the date the notice is
served.

RIILE 504. Nc||rICE OF INTE}IT $O DENY, CONDITION, SUSPEND, RESTRICT
OR REVOKE REGTSTRATION.

(a) Notice of Intent. on the basis of information obtained, NFA
may at any time serve a Notice of Intent upon any person
registered or applying for registration as a futures corunis-
sion nerchant, conunodity pool operator, conunodity trading
advisor, introducing broker or associated person of any of
the foregoing stating that:
(I) NFA aLleges and is prepared to prove that lhe applicant

or registrant is subject to one or more of the statu-
tory disqualifications set forth in Sections 8a(21 ,
8at3) or 8a(4) of the Act;
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(2) The allegations set forth in the Notice of Intent, if
true, constitute a basis upon which registration can be
denied, conditioned, suspended, restricted or revoked
(j.f the Notice of Intent proposes conditioning or
restricting registration, the Notice shal1 specify the
conditions or restrictions ); and

(3) The applicant or registrant is entitl-ed to have the
President consider written evidence of the type set
forth in Rule 505. The Notice of Intent shall inform
the applicant or registrant of the procedures which
will be followed if no written submission i.s made in
accordance vri th Rule 504.

(b) Termination of Temporary License. If an applicant for regis-
tration is acting in a capacity which requires registration
pursuant to a temporary license, such temporary license shalI
terminate five days after service on the applicant of the
Notice of Intent.

RULE 505. WRITTEN SUBII{ISSION TO TEE PRESIDENT.

(a) Denial or Revocat ion Based on Section 8a(2) Disquali f icat ion.
If a Notice of Intent to Deny or Revoke is issued alleging a
statutory disqualification set forth in Section 8a(2) of the
Act' the applicant or registrant may submit $rritten evidence
Limited in scope to evidence challenging the accuracy of the
allegations establishing t.he statutory disqualification,
including evidence as to (l) the applicant's or registrant'sj.dentity, (2) the existence of a clerical error i.n any record
documenting the statutory disgualification, (3) the nature
or date of the statutory d i squa 1i f i ca t i on , (4) t.he post-
conviction modification of any record of conviction or
(5) the favorable disposition of any appeal.

(b) Section 8a(3) or 8a(4) Disqualification. If the statutory
disqualification alleged is set forth in Section 8a(3) or
8a(4) of the Act, the applicant or registrant may submit.
written evidence of the type set forth in paragraph (a) of
this Rule challenging the accuracy of the allegations estab-
lishing the statutory disqualification or may submit other
written evidence showing cause why, notwithstanding the
accuracy of these allegations, registration should neverthe-
less be granted or should not be conditioned, suspended'
restricted, or revoked.
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(c) Tine for Filing of Submission. A
President must be served upon the
days after the date of service of
the aDDl-icant or reqistrant.

RULE 506. DENIAL OF REGISTRATION BASED ON SECTION 8 (2)
DISQUALIFICATION.

(a) Default of Applicant.

(I) If an applicant for registration erho has received a
Notice of Intent to deny registration based on a statu-
tory disqualificatj.on set forth in Section 8a(2) of the
Act fails to file a timely written subrnission in accord-
ance with Rule 505:

(A) The applicant will be deemed to have vraived the
right t.o submi! evidence in writi-ng on all issues,
and the facts stated in the Notice of Intent shal1
be deemed true for the purpose of finding that the
applicant is subject to a statutory disqualifica-
tion under Section 8a(2) of the Act; and

(B) Tsrenty days afEer the date the Not j-ce of Intent to
deny is served upon the applicant, such Notice
shall becorne a finaL order of NFA denying regis-
tration. NFA shall serve writ!en confirmation
upon the applicant that registration has been denied.

(21 An applicant for registration against whom Ehe confirna-
tion ref erred to in Rul,e 506 (a ) (1) (B) \'ras issued may
file a petition and supporting af f idav j.t with the Secre-
tary j-f the Notice of Intent was not timely received by
the applicant. Upon receipt of the petition, the order
shall be vacated, and NFA shall serve upon the applicant
a copy of the Noti.ce of Intent. The procedures set
forth in this paragraph shall be available only once to
an applicant..

(b) Reply to written Submission. If an applicant lrho has received
a Notice of Intent to deny registration based on a statutory
disqualification set forth in section 8a(2) of the Act makes
a written submission pursuant to Rul,e 505, the Director of
Compliance may within ten days of the receipt of such submis-
sion submit to the President and serve upon the applicant a
written reply.

written subrni. ss i on to the
Secretary within twenty
the Notice of Intent upon
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(c) Determination and Fina1 Order. After the receipt of the
applicant's r.rritten submission and any reply thereto, the
President shall determine whether the applicant !s subject
to a statutory disqualification under Section 8a(2) of the
Act. Such deternination shall be based upon the appliea-
tion, the evidence of the statutory disqualification, the
Notice of Intent with proof of service, the written submis-
sion filed by the applicant, any written reply submitted by
the Direct.or of Compliance and such other papers as the
President may require or permit. within 30 days after
receipt of the applicant's written submission and any reply
thereto, the President shall issue an order grantj.ng or
denying registration.

RULE 507. SUSPENSION AND REVOCATION OF REGISTRATfON BASED ON
SECTION 8a(2) DISQUALIFICATION.

(a) Reply to Written Subnission. If a registrant who has received
a Notice of Intent to suspend or revoke registration based
on a statutory disqualification set forth in Section 8a(2)
of the Act makes a written submission pursuant to Rul,e 505,
the Director of Conpliance may within ten days of receipt of
such submission submit to the President and serve upon the
registrant a rep1y.

(b) Initia] Deternination. After the receipt of the registrantrs
srritten subrnission and any reply thereto' or after the time
for f i.1ing the written submission has elapsed if no nritten
submission has then been filed, the President shall deter-
nine whether the registrant is subject to a statutory dis-
qualificatj-on. Such determination shall be based upon the
evidence of the statutory disqualification' the Notice of
IntenL with proof of service, the erritten submiss j-on, if
any' filed by the registrant in response thereto, any written
reply submitted by the Director of Compliance and such other
papers as the President may require or pernit.

(c) President's Order.

(1) IE the President determines that the registrant is not
subject to a statutory disqualification, the Presj.dent
shall issue an order accordinqlv.

12\ (A) If the President deternines that the registrant is
subject to a statutory disqualification, the
President shall issue an interim order suspending
registration and reguiring the registrant to shov/
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cause to the Membership Corunittee or its desig-
nated Subcommittee in acordance with RuIe 507(d)
why, notwithstanding the existence of the statu-
tory disqualification, the registration should not
be revoked. The interin order shall inforn tne
registrant of the procedures which wiLl be fol-
lowed i.f no response is made in accordance with
Rute 507(d).

(B) The registration shall be suspended effective five
days after the interim order is served upon the
registrant, and such suspension shall remain in
effect unti] a final order with respect to the
order to show cause has been issued.

(C) If the sole basis upon which the registrant is
subject to a statutory disgualification is the
existence of a bemporary order, judgment or decree
of the type described in Section 8a(2)(C) of the
Act, the order to show cause shall not be issued
and the registrant shall be suspended until such
time as the temporary order, judgment or decree
sha11 have expired, excepb that in no event shall
the registrant be suspended for a period to exceed
six months.

(d) Registrant's Response. Within twenty days of the date of
the order to sho\r cause, bhe regisLranE may file with the
Membership Conunittee or iLs designated Subconmittee a written
response which may include briefs, a€Eidavits and supporting
memoranda, but in any event. sha11 be limited in content to3

(1) Evidence, not previously set forth in any written sub-
mission filed under Rule 505, chalLenging the accuracy
of the allegations estabLishing the statutory disquali-
fication;

(21 The existence of any facts r.rhich constitute a clear and
conpelling showing that, notwithstanding the existence
of the statutory disgualification, the continued regis-
tration would be in €he public interesti or

(3) In the case of an associ.ated person, wr j.tten conf irtnation
by the registrant's sponsor that, noterithstanding the
existence of the statutory disqualification' the sponsor
is willing to supervise the activities of the registrant
subject to such restrictions as the Membership Conunittee
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or its deslgnated Subconmittee shal] i.rnpose: Provided
that, wj.th respect to such sponsor, (l) an adjudicatory
proceeding brought by or before the Conmission pursuant
to the provisions of Sections 6(b), 6(c), 6(d) or 8a of
the Act is not pending, and (2) in the case of a sponsor
which is a futures commissj.on merchant, t.he sponsor is
not subject to the reporting requirements of CFTC Regu-
lation I.12 (b) .

(e) Default of Registrant.

(1) If the registrant fails to file a tinely response to
the order to show cause, the registran! shal-I be deemed
in default. The President shalI thereafter. uDon a
ti ^l.i -^ !L-! ^^-,,: ^^ ,,^- ^cF^^,.,at service wag effected, enter a final order
revoking' restricting or further suspending the regis-
tration. Such finding sha1l be based upon the eqidence
of the statutory disquali.fication, any written subnis-
sion filed by the registrant in response to the Notice
of Intent in accordance with Rule 505 and anv written
reply thereto subnitted by the Director of Conpliance.

12) If the President issues an order under RuIe 507(e)(l)
revoking, restrict j.ng or further suspending registra-
tion, the registrant nay file a petition and supporting
aff idavi.b with the Secretary setting forth the reasons
$rhy the registrant failed to file a response to the
order to show cause. Such peEition must be accompanied
by the registrant's response. Upon receipt of the peci-
tion, the President nay, for good cause shown, vacate
the order.

(f) Reply. Within ten days after receipt of the registrant's
response, the Director of Comp)-iance may submiL lo lhe Member-
ship Comrnittee or its designated Subcommj-ttee and serve upon
the registrant a reply.

(g) Oral Eearings. Oral hearings shall not be granted except
under extraordinary circumstances and upon written reguest
to the tlernbership Committee or its designated Subcommittee.
Such request shall include the issues to be addressed, the
evidence to be adduced and a showing of compelling need. If
the l"lembership Connittee or its designated Subcommittee deter-
mines to grant a request for an oral hearingr the hearing
shall be conducted pursuant to Rule 509 as the Membership
Committee o! its designated Subcomrnitt.ee deems necessary and
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in a rnanner which shall ensure that the oroceedino is re-
solved expedi t iously.

(h) Final Order. Within 30 days o€ the receipt of a registrant's
response to Lhe order to shoqr cause and any reply thereto,
the Membership Comnittee or its designated Subcommittee sha11,
upon consideratj-on of the record as a whole, make a Einding
ag to whether the registrant has shown cause erhy the regis-
tration should not be suspended or revoked and sha1l issue
an order accordingly. If the Membership Coninittee or its
desLgnated Subcommittee, on the basis of the showing described
in RuIe 507(d)12), finds that noteri- thstand i ng the existence
of the statutory disqualification the registration should
not be revoked, the Comnittee may issue an order further
suspendi.ng the registrant for a period not to exceed six
months. In the case of an associated Derson the order mav
further restrict the registration of tire registrant.

(i) Revocation or Suspension of Certain Associated Persons. Not-
withstanding the sponsor's tritten confirnation under RuIe
507(d)(3), the Membership Cornmittee or its designated Sub-
committee may issue an order revoking or further suspending
for a period not to exceed six months the registration of an
associated person and, in any event, may not issue an order
restrictinq such reqistration if :

(f) The associated person is subject to a statutory dis-
qualification under Section 8a(2) of the Act as a result
of conviction of a felony or misdetneanor under Section
9 of the Act; or

(2) The associated person has been t.he subject of more than
one proceeding in which findings of fact constituting a
statutory d i squa I i f j. ca t i on under Section 8a(2) of the
Act have been entered against the associated personi or

(3) The associated person is subject to an adjudicatory
proceeding brought by or before the Coruflission pursuant
to the provisions of Section 6(b), 6(c),6(d), or 8a of
the Act; or

(4) The associated person was previously granted a condi-
tional or restricted registration and was found to have
failed to conform to such condition or restriction; or

(5) The associated person willfulIy made any materially
false or misleadinq statement or wi1Ifully omitbed to
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state any naterlal facts in any written submission filed
under this Part 500 as to any facts whj.ch would consti-
tute statutory disqualj.fications under Section 8a(2) of
the Act; or

(6) The registrant ,rith whom the associated person is asso-
ciated willfuIIy made fal-se or ni.sleading sEatements of
naterial fact in the confirmation referred to in Rule
507(d)(3) or willfu1J.y failed to state any material
facts thich were reguired to be stated therein.

RULE 508. DENIAI, CONDITIONING, SUSPENSION, RBSTRICTION. OR
REVOCATION OF REGISTRATION BASED ON SECTION 8a(3) OR
8a( 4) DISQUALIFICATION.

(a) Reply to Written Submission. If an appJ.icant or registrant
who has received a Notice of Intent to deny, condition, sus-
pend, restri.ct or revoke regi.strat j.on based on a statutory
disqualification set forth in Section 8a(3) or 8a(4) of the
Act makes a rrritten submission pursuant to Rule 505, the
Director of Compliance may within ten days of receipt of
such submission submit to the President and serve upon the
applicant or registrant a reply.

(b) Initial Determinatj-on. After receipt of the applicant's or
registrant's wr j.tten submission and any reply thereto, or
after the time for filing the written submission has elapsed
if no written submission has then been filed, Lhe President
shaLl determine \.rhether the appli-cant or registrant has shown
why the registration should not be denied, condi-tioned, sus-
pended, restricted or revoked. such determination shall be
based upon the evidence of the stacutory d i squa 1i f i ca t i on ,
the Notice of Intent with proof of service, the written sub-
missions, i.f any, filed by the applicant or registrant in
response thereto, any nritten reply submitted by the Director
of Conpliance and such other papers as the President may
rpor i rp or ncrmit.

tc) Notice of Initial Determination.

(1) If the President determines that registration should
not be denied, conditioned, suspended, restricted or
revoked, the President shall issue an order accordingJ,y.

(2) If the President determines that registration should be
denied, conditioned, suspended, restricted or revoked,
the President shall notify the applicant or registrant
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and shall inform the applicanL or registrant of the
right to request a hearing before the Membershj.p Con-
mittee or its designated Subcornmittee. The Notice of
Initial Determination shall inform the applicant or
registrant of the procedures which will be followed if
no hearing is requested in accordance with Rule 508(d).

(d) Right to a Eearing. A hearj.ng before the l4embership Comnit-
tee or its designated Subconmittee may be obtained by filing
a written request leith the Secretary within ten days of the
date of service of Noti.ce of Initial- Determination.

(e) Waiver of Eearing; Final Order. If no timely request for a
hearing is received by NFA, the right to a hearing shall be
deemed to have been waived and the President sha11, upon
consj.deration of the record as a whole, make a finding as to
whether the registration should be denied, conditioned, sus-
pended, restricted or revoked and sha11 issue an order
:r.nardinalrr

(f) Request for a Eearing. If an applicant or registrant makes
a tinely request for a hearing on the questj.on of whether
the applicant or registrant is subject to a statutory dis-
qualification under Section 8a(3) or 8a(4) of the Act, or
whether nolwithstanding the existence of the statutory dis-
qualification, registration should nevertheless be granted
or should not be conditioned, suspended, restricted or revoked,
a hearing sha11 thereafter be conducted in accordance vrith
the procedures set forth in Rule 510 as the Membership Com-
mittee or its designated Subcommittee deems appropriate.

(S) Order. Withj.n 30 days of the date of the conclusion of the
hearing, the Membership Conmittee or its designated Subcom-
nittee shal1 make a finding as to erhether the applicant has
sholrn that registration should not be denied or conditioned
or nhether the registrant has shown that the registration
should not be suspended, restricted or revoked and shall
issue an order accordingly.

RULE 509. EEARING PROCEDT'RES.

If a hearing is held before the Metnbership Committee or
its designated Subcommittee, a record oE the hearing shall be
kept. At such a hearing and subject to such linitations as may
be inposed by the Membership Corunittee or its designated Subcom-
mittee pursuant to Rule 507(S), the applicant or registrant may
be represented by counsel, submit evidence, call and examine wit-
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nesses, examine the evidence upon which the Presj.dent made a
deternj.nation and at the discretion of the Membership Committee
or its desi.gnabed Subcomnittee, present oral or written argument.

RTILE 5IO. ORDERS.

(a) Final Orders. Any order issued by the President, the Member-
ship Cornnittee or its designated Subcommittee under thj.s
Part 500 (except an inlerim order suspending registration
pursuant to Rule 507(c)(2)(A)) sha1l becorne a finaL order of
NFA on the daEe of service upon lhe appl).cant or registrant.
A copy of each final order issued by NFA shall be served
upon the Connission at the same time it j.s served upon the
applicant or registrant. Any final order of NFA which
denies, conditions, suspends, restricts or revokes registra-
tion shall inform the applicant or registrant of the right
to petition the Cofinission for review under Section 17(o) of
the Act and applicable Commission regulatj-ons.

(b) Effective Date.

(1) Any final order of NFA denying registration shall becorne
eEEective on the date of service on the applicant and
sha11 remain in effect pending any review initiated or
granted by the Commission.

(2) Any final order of NFA suspending, restricting or

(3)

revoking regisbration shaIl become effective I5 days
aEter service on the registrant unless within that time
a petition for review by the Commission is filed in
accordance vrith Cornmission Regulations, or the Commis-
sion initiates review.

Any final order of NFA granting or conditioning registra-
tion sha1l become effective 30 days after service on the
applicant unless the Commission otherwise directs. Prior
to such effective date, registration shafl not be granted.

PART 600. WITEDRAWAI FROI{ REGISTRAfION.

ROLE 601. WITEDRAWAL FROU REGISTRATION.

(a) A registrant may request that its registration
more capaci-ties be withdrawn in accordance with
rnents of this Rule i f :

t.he requ 1re-
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IN
regi s t rant

activities
has ceased, or has not comnenced, engaging

requiring registration i.n such capacity;

12) The registran! is exenpt fron registration in such
capaci ty:

Provi,ded, that NFA nay consider separately each capacity for
which withdrawal is requested in acting upon such a request.

(b) A request for withdrawal from registration as a futures con-
nission nerchant, introducing broker, commodity pool operator
or commodity trading advisor must be on a Form 7-W conpleted
and filed with NFA in accordance with the instructions thereto.

I NCIIE: A request for r^rithdrar^ra1 from registration as a
leverage transaction merchant must be dj.rected
to the Conmission pursuant to Conmission Regula-
tion 3.33. l

(c) A request for withdrawal from registration will becorne effec-
tive on the thirtieth day after receipL of such request by
NFA, or earlier upon notice fron NFA of the granting of such
request, unless; prior to the effective date:

(1) The Conmission or NFA has instituted a proceeding to
suspend or revoke such registration;

(2) The Commission or NFA imposes, or gives notice by maiI,
which notice sha1l be complete upon nailing, that it
intends to impose terms or conditions upon such with-
drawal. from registration;

(3) The registrant is given notice by mai1. which notice
shall be complete upon nailing, or is otherwise notified
that it is currentl-y the subject of an investigation to
determj.ne' among other things, whether such registrant
has violated, is violating, or is about to violate the
Act, rul-es, regul,ations or orders adopted thereunder;

(4) NFA requests from the registrant further inforrnation
pertaining to its request for withdrawal from registra-
tion; or

(5) NFA deternines that it woltld be contrary to the require-
ments of the Act, or of any rule, regulation or order



NFh
l{s . Jean A. Webb
July 2, 1987
Page 41

thereunder, or to the public interest to permit such
withdrawal f rom registration.

(d) Withdrar.ral Eron registration in one capacity does not consti-
tute withdraeral from registration in any other capacity.

(e) Withdrawal f rorn registration does not constitute a rel-ease
from liability for any violation of t.he Act or of any rule,
regulation, or order thereunder.

PART 7OO. PROCEDT'RES GOVERNING ACCESS TO AND CERTIFICATION
OF REG I STRATION RECORDS IIAINTATNED BY NFA.

RULE 701 . DISCIOSI]RE OT INFORIIATION FROIII REGISTRATION RECORDS
UAINTAINED BY NFA.

(a) Definitions.
(1) Registration Records. For purposes of Rules 701

and 702, the term registration records shall be
def j.ned to include only the following types of
records which are in the custody of or maintained
by NFA because such records were transferred from
the Corunission to NFA or because such records have
been received, generated or compiled by NFA in
performance of registration functions vrhich NFA is
authorized or required by the Commission to perform
pursuant to Section 8a(10) or 17(o) of the Act:

(A) Any application forms required to be filed to
obtain registration, including any biographi-
ca1 supplements with respect to principals of
an applicant or registrant, any schedules or
supplementary attachments to such forns, any
fingerprint cards and any financial reports,
statenents and agreements required to be filed
vrj.th initial applications for registration;

(B) Any supplemental statement or filings to cor-
rect or update any registrabion information
submitted in a prevl-ous filing or to give
notice of termination of emDlovnent of an
associated person;

(C) Any correspondence relating to registration
between the commission or NFA and an appJ-icant
or registrant.; and
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(D) Reports reflecting information developed from
sources outside the CoNnission or NFA compiled
or generated in connection with determining
fitness for registration or affiliation as a
principal.

(2) Registration Information. For purposes of RuIes
701 and 702, the term reg j.stration information
shall be defined as any information contained in,
compiled fron or related to registration records.

(b) Disclosure of Public Inforrnation.

(t) If any menber of the public requests access to
registration records, or portions thereof, and the
requested record, or portion is "pub1ic" or "publi-
cly available" under CFTC Regulation I.I0(g) and
145.6(b), respectj.vely, then NFA will release that
record, or portion, to the requester.

(2) NFA may charge any netnber of the public a copying
fee, not to exceed the fee charged by the Commis-
sion, for any copies of registration records pro-
vided by NFA directly to the requester.

(c) Disclosure of Non-Public Infornation. Requests for
access to registration records, or portions thereof,
not subject to disclosure as public or publicly avail-
able under paragraph (b)(f) of this RuIe shal1 be
referred or transmitted to the Conunission for response i
except that, NFA will disclose such records, or portions
thereof:

(1) To any person wi.th whom an applicant or registrant
is or plans to be associated as an associaled per-
son, or affiliated as a principal; provided thatr
the person requesting the information makes an
appropriate showing to NFA that the requester is
the enployer or prospective enployer of the par-
ticular applicant, registrant or principal;
To any futures commission merchant with whom an
introducing broker, whether an applicant or regis-
trant, has or plans to enter into a guarantee
agreement under CFTC Regulation l.l0; provided
that, the futures commission merchant makes an
appropriate showing as to its identify;

(2)
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(3) To boards of trade designated as contract markets,
or to any other futures associations registered
with the Commission to assist those oroanizati-ons
in carrying out their responsibilities under the
Act, or to national securities exchanges or national
securities associations registered wj.th the Securi-
ties and Exchange Commission, to assist those
organizations in carrying out their responsibili-
ties under the Securities Exchange Act of 1934t
provided that, if a request is made in connection
erith a formal or apparent investigation or pro-
ceeding, NFA will notify the Commission of the
requesE i

(4) To federal, state or local Iaw enforcement or regu-
laLory agencies acting within the scope of theirjurisdiction or for their use in meeting responsi-
bilities assigned to thern under law, (to the sane
extent that the Commission may disclose such regis-
tration infornation under Sections 8(e) and 8(g)
of the Act); provided that, if a request is madej.n connection with a fornal or apparent investiga-
tion or proceeding, NFA nj-11 notify the Commission
of the request;

(5) Pursuant to an order of a court of competent juris-
diction; except tha!, subpoenas and summonses
covering non-public portions of registration records
and copies of the non-public records shal1 be
promptly forwarded to the Comnission to enable the
Commission to consul-t r.i ith NFA on how to proceed;

(6) Otherwise !rith the authorization of the Director
of the Division of Trading and Markets, the Director
of the Division of Enforcement, the Director of
the Division of Economic Analysis, the General
counsel, or the Executive Director of the Commis-
sion, or in that person's absence the appropriate
desi.gnated Cornmiss j.on staf f mernber, in accordance
with CFTC RegulaEions; and

(7) To any individuaL or firm, or person acLing on
behalf of the individual or firm, who seeks access
to registration records, excluding any records
deEined under section (a) (1) (D) above, in connec-
tion with that individual's or firn's application
for registration; provided that, NFA receives proper
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verification of the identity and authority of the
party requesting the records.

RSLE 702. CERTIFTCATION OF TSE AUTEENTICITY OF REGISTRATION
RECORDS UAINTAINED BY NFA.

(a) Designation of Custodian and Deputy.

The President shall designate an NFA enployee to serve
as the NFA Record Custodian ("Custodian"). The Presj.-
dent shall also designate an NFA employee to serve as
the Deputy NFA Record Cuslodian ("Deputy"). The Cus-
todian shall be responsible for maintaining all regis-
tration records in NFA's possession and shalL be the
legal custodian of these regiatration records.

(b) Authority of Custodian and Deputy.

The Custodian, the Deputy, or in their absence, any NFA
employee designated by the President, the Custodian or
the Deputy, is authorized to certify in writing the
authenticity of registration records in NFA's possession
for purposes of any judicial or administrati.ve pro-
ceeding. The Custodian, the Deputy, or any designated
employee is also authorized to certify in writing as to
the maintenance and completeness of the registration
records in NFA's possession as rrell as the thoroughness
of NFA's search for requsted documents, for purposes of
any judicial or administrative proceeding.

(c) Effectiveness of Certification.
This lrritten certification shall be effective when exe-
cuted by the Custodian, the Deputy or any designated
employee.

(d) Content of Certification.
The written certification shal1 include that, pursuant
to Conmission authorization, the Custodian has and main-
tains legal custody of the official registration records
that are the subject of the certification.
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APPENDIX A

Various sections of the Act and the Regulations promul-
gated thereunder specify certain exemptions from registration as
a futures conmission merchant, introducing broker, commodity pool
operator, commodity trading advisor and associated persons Lhereof.
While the fuLl text of these sections of the Act and Regulations
should be consulted to deternine if a particular exemption appLies
to a prospective applicant, the following exemptions fron regisEra-
tion are generally available.

Pursuant to Corunission Regulation 3,10, an individuaL
or organization trading solely for proprietary accounts, as
defined in Regulation 1.3(y), is not required to register as a
futures commission merchant.

Pursuant to Commission ReguJ.ation I.3(run), an individual
or organization is not required to register as an introducinq
broker if: (I) it i.s registered as and acting in the capacity of
an associated person, floor broker or futures commission merchant;
(2) it is registered as a commodity pool operator and only oper-
ates poolsr or (3) it is registered as a cotnmodity trading advisor
and either soIely manages accounts under powers of attorney or
does not receive per trade compensation.

Pursuant to Cornmission Regulation 4.13, an individual
or organizaLion is not required to register as a commoditv oool
operator if .. (1) it does not receive any compensation or other
paynent, directly or indirectly, for operating the pool, except
reimbursement for the ordinarv administrative exDenses of oDer-
ating the pool; and it operat6s only one corunodiiy pool at iny
limer end it is not Otherwise reguired to reqister hrith the Com-
mission and is not a business af f ili.ate of any person required to
register with the Commission; and neither the person nor any other
person involved with the pool does any advertising in connection
with the pool; or (2) the tota.L gross capital contributions it
receives for units of participation in all of the pools that it
operates or that it intends to operate do not in the aggregate
exceed $200,000; and none of the pools operated by it has more
than 15 participants at any time.

Pursuant to Section 4m of the Act and commission Regula-
tion 4.L4, an individual or organization is not required to
register as a commoditv tradinq advisor if: (1) it is a dealer,
processor r broker, or seller in cash market transactions of any
conunodity (or product thereof ) and the person's corunodity trading
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advice is solely incidental to t.he conduct of its cash market
business; (2) it is a non-profit voluntary membership, trade asso-
ciation or farm organization and the person's commodi.ty trading
advice is so1e1y incidental to the conduct of its business as
such association or organization; (3) it is registered under the
Act as an associated person and the person's commodity trading
advice is issued solely in connection with its employment as an
associated personi (4) it is registered under the Act as a cornmod-
ity pool operator and the person's commodity trading advice is
directed sole1y to, and for the sole use of, the pool or pools
for which j-t is so registered; (5) it is exempt from registration
as a commodity pool- operator and the person's corunodi!y trading
advice is directed solely to, and for the sole use of, the pool
or pools for which it is so exempt; (6) it is registered under
the Act as an introducing broker and the person's trading advice
is solely in connection with its business as an introducing broker;
(7) it is registered under the Act as a Leverage transaction
nerchant and the person's trading advice is solely in connection
with its business as a leverage transaction merchant; or (8) it
has provided advice to 15 or fewer persons during the past 12
months and has not held itself out to the public as a commoditv
trading advisor.

Pursuant to Section 4k of the Act and Cornmission Regula-
tions 3.I2 and 3.16, a person is not required to register as an
associated person if: (1) he is already registered as a futures
commission merchant, floor broker or as an introducing brokert
(2) he is already registered as a commodity pool operator if he
is to be associated with a cornmodity pool operator; (3) he j.s
already registered as a commodity trading advisor if he is to be
associated with a commodity trading advisor; or (4) he is engaged
in the solicitation of funds, securities, or property for partic-
ipation in a commodity pool, or the supervision of any person or
persons so engaged, pursuant to registration rrith the National
Association oE Securit j.es Dealers as a registered representa!ive,
registered principal,, Iimited representative or limited principal,
and that person does not engage in any other activity subject to
regulation by the Commission.

Petitions for exemption fron reqistration must be
directed to the Commission pursuant to th; above Regulations.
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B. Explanation of amendrnents to NFA Bylaw 305 and proposed
Registration Rules of NFA to permit NFA to perforn its
registration responsibilities pursuant to NFA rules.

Backqround

To date, NFA has agsumed registration responsibilities
of the Commission for futures comrnissions merchants ("FCMs"1,
introducing brokers ( trBs" ) , commodity trading advisors ( "CTAs " ) ,
commodity pool oper.ators ('rCPOS"), associated persons ("APs"),
and floor brokersl/ pursuant to Section 8a(10) of the Act.
Sections 8a(I0) and 17(o)(I) of the Act authorize NFA to perform
these registration responsibilities pursuant to rules, notvr!th-
standing any other provision of law, adopted by NFA and approved
by the Commission. To date, NFA has adopted, and the Commission
has approved, rules which provide that NFA wi.Il generalLy perform
the various registration responsibilities pursuant to Part 3 of
the Conmission's regulations. NFA has also exercised its author-
ity under the Act by adopting Bylaws setting f ort.h certain regis-
tration prof ici-ency requirements as welI as procedures for denying,
conditioning, suspending, restrj.cting, and revoking regisbrations.

In an effort to streanline the registration process and
to identify in one set of rules all requirements necessaly to
becone registered with the Commission, NFA has further exercised
its authority under the Act and has adopted its own rules
governing registration.

The Executive Committee of NFA reviewed a first draft
of the Registration Rul-es (the "RuIes") at its meeting on
January L5, 1987. This draft was developed by NFA staff with the
participation of the Comnission's Division of Trading and Markets
(the irDivision"). NFA staff worked closely with the Division
throughout the Rule development process. After suggesting
certain minor revisions to the Rules, the Executive CommiEtee
authorized staff to release the Rules for comment. NFA staff
sent a Notice to NFA Members (the "Notice'r ) in the week of
February 2, L987, which explained and sought conment on the sub-
stantive changes that the Rules made to the Commission's Part 3
requlations.

NFA's proposed Registration Rules provide that NFA will
carry out its registration responsibilities for floor
brokers pursuant to the Conunission's Part 3 reguLations.

L/
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With respect !o associaEed persons, the RuIes eliminaue
the Forn 8-S as a filing forrn under the Special Registration pro-
cedures. The Rules al-so make the Special Registration procedures
unavailable to applicants whose Form 8-R contains a "yes" answer
to a Disciplinary History question if the basis for the "yes"
response has not been disclosed on a previously filed application
for registration in any capacity or on any amendment to such
application filed more than 30 days prior to the date of the cur-
rent registration application. The Rules require a sponsoring
firm to verify the educational and employment history of an asso-
ciated person applicant for the preceding three years rather than
the preceding five years. Finally, the RuLes provide that an
associated person applicant's t.emporary license lrilI be termi-
nated, and his registration application deemed lrithdraern' upon
the failure of the appli.cant's sponsoring firm to respond to NFA's
written request for clarification of application information or
resubmission of a fingerprint card.

With respect to other categories of registrants, the
Rules eliminate the requirement that a registrant obtain a new
registration when onfy the form of the registrant's organization
has changed, The Rules also permit entity registrants to remain
continuously registered as long as the registrant provides NFA
with an annual update of information contained on the Forn 7-R
and the registration is not suspended, revoked or withdrawn. The
Rules also perrnit a registrant required to obtai.n a new registra-
tion due to the addition .of controlling principals to operate in
a transitional period not to exceed 90 days if the new principals
are registered in any capaciEy or are principals of current
registrants. The Rules also eliminate the requirement that the
Form 3-R be filed 45 days prior to the addition of a new director
or chief executive officer.

In response to the Notice, NFA received comments from
eight Meinbers and from a 1a1' firm representing fhe National Asso-
ciation of Fulures Trading Adv j.sors. NFA also received comments
from its Advisory committees, alL exchanges, and the Association
of Registration Managers. A11 of the conunents strongly supported
the changes proposed by the Rules. Ilowever' certain suggestions
were made and were incorporated into the Rules adopted by NFA's
Board of Directors (the "Board").

The first substantive suggegtion which was incorporated
concerns the procedures governing withdrawal from regisLration
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set forth in NFA Registration Rule 60I .4 In its draft forro the
rule provided that a request for withdrawal f rorn registration
would, except under the conditions listed in the ru1e, autonati-
cally be granted thirty days after the request is made. As adopted
by the Board, the rule provides NFA the f lexi.bility to grant such
request in less than thirty days when aII of the necessary checks
have been performed, The second substantive suggestion which was
incorporated concerns the SpeciaL Registration procedures for APs
set forth in NFA Registration RuIe 206(b). Specifically, tne
rule as adopted provides that alI persons uti-Iiz j.ng the Special
Registration procedures to lransfer sponsors will recei.ve a tempo-
rary Iicense rather than a registration. This will enable NFA to
terminate the license of a person v/ho was not eligible to use the
Special Registration procedures, and may be potentially stabutorily
disqualified, as opposed to having to r€voke the registration of
ruLrr Pc! r9rr .

One additional change in the proposed RuIes concerns,
not the registration process, but the procedures governing access
to and certification of registration records naintained by NFA.
The proposed rules do not nake any substaniive changes to these
procedures but merely clarify one aspect of the current procedures.
NFA's current rules provide thal NFA will provide non-public regis-
tration records to conbrac! markels upon request. The current
rules also provide that if NFA knor.rs or has reason to believe
that such a request is made in connection lrith a formal or apparent
investigation or proceeding, NFA will notify the Conrnission of
the request. To date, NFA has adhered to this rule by routinely
disclosing such requests to the Commission \.rhenever the contract
market tells NFA that the request is made as parE of an investi-
gation or such information is public kno\.rledge. NFA's proposed
Rule 701 codifies this practice.

While NFA has assuned various registration responsibilities
of the Commission to date, the Commission has retained the
authority to permit a registrant. to r,rithdraw its registration,
prior to the expiration date established by Ehe Act or Ehe
regulations thereunder, iE the registrant has become exempt
from registration or is no longer engaging in activities
which require registration. At its May 2l-, l-987 rneeting,
the Board of Directors of NFA authorized staff to seek such
authority Erom the Commission. NFA will be submitting its
request for authorization to grant withdrawals from registra-
tion sho r t ly.

z/
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Proposed Chanqes to the Corunission's Part 3 Regulations

1. Pernib FCM5, IBsr CPOS, and CTAS bo remain continuously
registered r.rithout need for renewal as long as such
registrations are not suspended, revoked or withdrawn

Under the current registration scheme, entity registrants
lnust renew their registrations within a period that does not exceed
t\.ro years fron the later of the date that an initial registration
is granted or last renewed. Rener,ral of firn registrations is
required to help conpensate for the failure of registrants to
file amendments to their registration applications on a tirnely
basis. Put another way, registratlon renewals help ensure that
NFA's data base on registrants remains accurate.

White NFA believes that it is of the utmost inportance
from a regulatory perspective to mai.ntain accurate registration
files on a1l registrants, it believes that such an objective can
be satisfied lrithout subjecting registrants to the hardships
caused by registration renewals. Most significant of the hard-
ships is the possible discipl-inary action that a firm rnay Eace
for failing to renev, its registration and conducting business in
an unregistered capac i ty.

In an effort to ensure that NFArs registration records
are not cluttered with the files of FCMS, IBs, CPOS or CTAS that
have failed to withdraw but are no longer acting in a capacity
requiring registration, NFArs proposed Rule 204 requires that an
annual- update of registration application information be provided
by such registrants. NFA will provide a preprinted Eorm to be
updated by each registrant. Failure to file the annual update
form nith NFA within 30 days of the date that Lhe form is due
will be deemed bo be a request for withdrawal from registration.
On at least 30 days' lrritten notice, and following such action,
if any, deemed necessary by the CFTC or NFA to protect the commod-
ity futures markets, customers or other Menbers or Associates,
NFA may grant the request for withdrawal from registration.

2. Eliminate the requirement that a registrant obtain a
new registration when only the form of the registrant's
organization has changed

Corunissi.on Regulation 3.32 describes circumstances in
which a registrant must obtain a new registration, GeneralJ.y, an
FCM, IB, CPO or CTA must obtain a new registration when a change
occurs: in the form of the orqanization of the reqistrant; in
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the or{nership of the business in the case of a sole proprietorship;
in the personnel of a partnership resulting from the addition of
a general partneri or in the control of the registranb in the case
of a corporation. The regulatory objective sought in requiring a
new registration in the above circumstances is to ensure that an
appropriate background check and fitness review is undertaken for
applicants or principals whenever a new person assumes a position
of control over a registrant. These new persons are persons not
listed on the registrant's initial registration application (Form
7-R) or any amendment thereto (Forn 3-R).

civen this regulatory objective, NFA believes that a
registrant should not be required to obcain a new registration
when a registrant merely effects a change in the form of its organi-
zation and does not add any new principals. Rather, NFA believes
that it would be more appropriate to require that this infornation
be subnj.tted by way of a Forn 3-R filing pursuant to NFA's proposed
Registration Rule 210 \.rhich requires registrants to report changes
in information on their registration applications.

To satisfy a regulatory concern voiced by the Division
that all obligations of the pre-existing firn, r.rhich arose from
the Act or regulations, be satisfied, NFArs proposed Registration
RuIe 210 reguires that the Form 3-R be accompanied by a letter
certifying that the newly f orrned registrant will satisfy such
obligations.

3. Permit a registrant required to obbain a new registra-
tlon due !o the addition of controlling principals to
operate in a transitional period not to exceed 90 days
if the new princi-paLs are registered in any capaciEy or
are principals of current registrants

When a registrant undergoes a change in control requiring
a new registration pursuant to Commission Regulation 3.32, there
is no transitional period available to the registrant during which
it can operate while its new registration application is being
processed. Even if a registration application is filed before
the change in control, occurs, the registrant risks having Eo cease
business operations as the registrant's new,registration nay not
be qranted before the chanqe takes effect.J/

MosE registrants faced with this
able to obtain an exemption from
Regulation from the Commission's

ci rcumstance are currently
the requirements of the
Division of Trading & Markets.
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NFA believes that because registrants and principals of
registrants are presumed to be fit to act in their currenE regis-
tration capaci.ties unless and until NFA or the Cornmission receives
information suggesting otherwise. there should be a transitional
operating period available to those registrants that are only
adding controlling principals who have already passed a fitness
review, as evidenced by their current registration or their currenL
affiliation as a listed principal of a current registrant.

NFA's proposed Registration RuIe 208 ("Changes Requiring
a New Registration" ) makes this transitional operating period
available to such registrants by providing that the firm's prior
registration shall not terminate until the earliest of: 90 days
f rorn the date that the change j.n control occurred; or notification
by NFA of the granting of the new registration; or five days after
service upon the registrant of a notice by NFA that the registrant
nay be found subject to a statutory d i squa I i f i ca t i on fron regis-
tration.

Eliminate the requirement that the Form 3-R be filed 45
days prior to the addition of a new director or chj.ef
executive officer

Commission Regulation 3.32(e) (1) perrnits a corporate
registrant to avoid having to obtain a new registration when a
change in control of such entity occurs by way of the addition of
a director or chief executive officer ('CEO") or a person occupying
a posit.ion of similar status or performing a similar function.
To take advantage of this exemption, however, the registrant must
€ile with NFA a Forrn 3-R at least 45 days prior to the daEe thaE
such change is to occur and the neir CEO or director may not become
a principal of the registrant until that registrant receives
written confirmation from the Commission or NFA that such affilia-
tion has been approved.

NFA believes that if the ner., CEO or director is already
reglstered !n any capacity or is already a listed principal of a
current regisbrant that the new director or CEO should be allolred
to assune that position immediately subject to the 90-day transi-
tional period. NFA also believes that since an individual rnay
not become affiliated as a director of cEO until NFA approvaL is
granted, there is no need for such information to be provided 45
days prior to the expected change. NFA's proposed Registration
Rule 208(c) elininates the mandatory 45-day peri.od.
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5. Permit NFA to grant a request for withdrawal from
registration in less than thirty days when all
nFcFsqerv cheCks have been perfOrmed

Commission Regulation 3.33(f) provides that a request
for withdrawal from registration wiIl become effective 30 days
after receipt by the Registration UniL of the Division of a prop-
erly completed withdrasral reguest. The purpose of the 3O-periodj-s to give Lhe Commj.ssion tine to review the informatj.on provided
by the registrant to deternine if there is any reason why with-
drawal should not be pernitted. Withdrawal f rorn reg j-stration
under the Commj.ssion's regulation is, therefore, a self-executing
procedure.

NFA's proposed Registration Rule 6OI4/ provldes NFA the
flexibility to grant requests for withdra$ral- from registration in
less than 30 days when a]l of the necessary checks have been
nar F n rrnoA

6. Eliminate the Form 8-S ("Certificate of Special Regis-
tration for Certain APs") as a filing form under the
Special Registration procedu res

The Forn 8-S is currently used to effect the Special
Registration procedures of Comrnission Regulations 3.12(d) and
3.16(d). Special Registration means a person who is currently
registered as an AP or a person whose registration as an AP has
terminated within the preceding 60 days can become registered as
an AP of a new sponsor upon mailing to NFA of a properly cotn-
pleted Form 8-S. The Forn 8-S contains the sponsor and applicant
certifi.cations required under both Corunission Regulations. A
person registered as an AP upon mailing of the Form 8-S is
required to subnit a properly completed Form 8-R and legible
fingerprints to NFA within 60 days of the mailing of the
Form 8-S.

In an atternpt to improve the efficiency of the Special
Registration procedures, the Comrnission adopted revisions to the
Form 8-R to permi! it to be used as the onl-y filing form in the
Special Registration process, r.rithout requiring the use of the
intereening Form 8-S. To accomplish this, the Form 8-R was

NFA again notes that it
drawal from registration
shortly be seeking such

has adopted a rule governing with-
in anticipation that it wil-l-

authority f rom the Comrnission.

4/
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revised to incorporate the information and the certifications in
the Forn 8-S.

As a result of the revisions to the Form 8-R, there are
currently two filing procedures available to persons regisbering
under the Comrnission's Special- Registration procedures. A person
could choose to file the Forn 8-R in l-ieu of the Form 8-S or could
fol1ow the Forn 8-S filing procedure, NFA has determined thatj.ts processing of registration applications under the Special
Registration provisi.ons could be simplified if the Form 8-R were
the only form used to obtain special registration.

NFA believes that sj-nce the Form 8-R has been revised,
its proper completion by the sponsor and applicant will not resuLt
in significant delays in obtaining Special Registration. There-
fore, Part (b) of NFA's proposed Registration Rule 206 ( I'Registra-
tion of Associated Persons of Futures Commission Merchants, Intro-
ducing Brokers, Comrnodity PooI Operators and Comnodity Trading
Advisors"), which sets forth NFA's Special Registration procedures,
eliminates the Form 8-S filing.

7. Make the Special Registration procedures unavailable to
applicants whose Form 8-R contains a "yes" answer to a
Disciplinary History question if the basis for the "yes"
response has not been disclosed on a previously filed
application for registration in any capacity or on any
amendment to such application fiLed more than 30 days
prior to the date of the current registration application
The Special Registrat j.on procedures provided for in

Commission Regulation 3.I2(d) and 3.15(d) are generally in place
to permit an AP who has lost his registration erithin the preceding
60 days to become registered without encountering delays attri-
butable to the fu11 f i.tness review. These expedited procedures
are not available, ho\.rever, to some previously registered APs.
NFA's proposed Registration Rules place turther limitations on
the use of the Special Regi.stration procedures.

A person will not become registered under the Special
RegistraLion provisions unless the applicant can personally
certify that: (1) his AP registraEion is neither suspended nor
revoked; (2) he qualifies for expedited registration by virtue of
his registration having terminated not more than 60 days pri-or to
the current application; and (3) if there is a proceeding pending
to suspend, revoke' or restrict hj.s registration' or if within
the preceding t.welve months the commission or NFA has permitted
the withdrawaL of his application for registrat j.on, the sponsor
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has been given a copy of any letber, notice or order issued in
that proceeding.

These Iimitations on the use of the Commissionrs Special
Registration procedures are in place to satisfy important regula-
tory objectives. A person registered as an AP under the Special
Registration procedures has not undergone a fuIl fitness review
prior to the granting of registration upon mailing of the Form
8-R. NFA does not have the fingerprints of the applicant at that
time and is, therefore, unable to undertake such review. Such
person is nevertheless registered r.rith the Commission as an AP
and may, therefore, undertake futures related dealings with the
public. Additionally, because a person is registered as an AP
upon the nailing of the Form 8-R, such person is not subject to
denial proceedings under Section 8a of the Act if the Iater fit-
ness review reveals information that nay render him statutorily
disqualif i.ed. Rather, when such information cones to the atten-
tion of NFA, suspension or revocation proceedings must be insti-
tuted against such person. Unless such infornation reveals that
an applicant is subject to a disqualification under Section 8a(2)
of the Act, such person may continue to transact futures-related
business !rith the public throughout the pendency of the suspension
or revocation proceedings.

NFA does not believe that a person should be able to
take advantage of the privilege of becoming registered upon mailing
of the Form 8-R where such person discloses information on his
registration application that may be the basis for a statutory
disqualification under the Act, unless such infornation has
already been disclosed in connection erith a prior application for
registration or an amendment to such application and has already
been reviewed by NFA. Thus, the Special Registration provisions
of NFA's proposed Registration Rule 206 provide that in order for
an applicant to be entitled to the use of such procedures, in
addi.tion to the certification that must be provided Dursuant to
the Commission's Special Registration procebures, thi applicant
must cert j.f y that the Disc j"plinary Hislory portion of such person's
registration application contains no "yes" answers, or none except
those arising f rorn a matter which has already been disclosed in
connection with a previous application for registration in any
capacity if such registration was granted, or which was disclosed
more than 3O-days previ.ously in an amendment to such application.

To help ensure that the Special Registration procedures
are utilized by only those persons entitled to use them and to
enable NFA to better respond to persons using the Special Regis-
traLion procedures who are ineliglble to do so, NFA's proposed
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Registration Rule 206(b) provides that persons who utilize such
procedures will receive a temporary license rather than a regis-
tration. NFA may terminate the individual's temporary license
and initiate proceeilings to deny his registration if disqualifying
information is revealed.

8. Reguire that a firm sponsor j.ng the registration of an
associated person verify the educational and employment
history supplled by the applicant for the preceding
three years rather than the preceding five years

In adopting its final rules governing the sponsorship
of APs, the Commission stated that it believed that an applicant.'s
most recent (emphasis added) employmenL and educational history
is of the greatest importance in "screening" an applicant's back-
ground and that the sponsor verification should be limited to
this indicative time period. As a result, the Commission's final
and current rules governing the sponsorship of APs require that a
sponsor verify only the preceding five years of employment and
educational history.

NFA agrees r.rith the Commission's belief that the nost
recent employment and educational history is of the greatest
j.mportance in screening an applicant's background. However, NFA
believes thaE information concerning the three-year period immedi-
ately preceding the date of the registration applicatj-on is suf-
ficient for this purpose. NFA's proposed Registration Rule 206
reflects NFA's belief and limits the sponsor's verj.fication of
employnent and educational history to such three-year period.

9. Provide that an AP applicant's temporary license will
be terminated, and his registration appli-cation deemed
withdrawn, upon the failure of the applicant's spon-
soring firm to respond to NFA's written requesb for
clarification of application information or resubmission
of a fingerpr int card

NFA agrees v/ith the Commission that if the temporary
license progran is to succeed, applicants must comply with the
filing reguirements exactly. NFA must have all information neces-
sary to make the deternination that an applicant is apparently
qualified for registration before granting a temporary license.
Fu!thermorer after a temporary .l-icense has been granted, NFA must
have the ability to clarify fitness quescions which arise j-n the
course of processing the application.
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NFA's experience in processing applications for the
temporary licensing of APs has proven that the sponsors of appli-
cants that have been granted temporary licenses have, in some
instances, been less than diligent in providing NFA with addi-
tionaL clarificaLion when potentially disqualifying information
is exposed on an applicant through NFA's or,rn fitness check or
through an FBI or SEC check. Some temporaril-y licensed APs have
also been reLuctant to resubmit their fingerprints to NFA when
the prints are later deternined to be illegib1e, In Lhese
instances, NFA does not have the information necessary to make a
fitness determination on the applicant. Nevertheless, under
existing regulations, the applicantrs temporary license remains
in effect and will become a full registration in six months.

NFA does not believe that the Commission intended that
a registration be granted when a temporary license remains in
effect for more than six months because of a lack of cooperation
on the part of the applicant or his sponsor. Rather, the commis-
sion was seeking to aLlow automatic registration in those cases
where the Commission, for convenience, chose not bo act affirma-
tively to grant the registration.

Because it is necessary for NFA to have all infornation
required to make a fitness determination before granting a regis-
tration, NFA's proposed Registration Rules 30I and 302 provide
that the f ai.lure of an appLicanE or his sponsor to respond to
NFA's written request for either cLarification of application
information or resubmission of fingerprints as set forch within
such request will be deemed to constitute a withdrawal of the
registra!ion appllcacion and shall result in the inmediate
termination of the applicant's temporary license.

NFA has intentionally omitted reference in iis rules to
a prescribed nunber of days in wh j,ch an applicant nust respond to
a reguest for clarification of information or resubmission of
fingerprints. It did so because of the varied nature of such
requests and the resulting inability to arrive at a number of
days that would be appropriate to require applicants to respond
to in each circumstance. For instance, it may be appropriate to
grant an applicant two weeks in which Eo resubmit fingerprints
while such a two week peri.od may not be enough tine for an appli-
cant to gather and submit to NFA supplemental documents relating
to Disciplinary History questions. Alternatively' NFArs Registra-
tion Department should not be in a position of having to wait six
weeks for the resubmission of infornation which nay reasonably be
produced in a shorter period of time.
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The language in the rules which indicates that the
applicanl must respond "in accordance ,rith the request" rras
intended to give NFA the Elexibility to provide applJ.cants with
an appropriate amount of tirne to respond to NFA's request. NFA
can assure the Commission that the response periods allowed for
each type of information request wilI be be consi.stently applied.

Upon approval by the Cornmission, NFA intends that the
amendments to Bylaw 305 and the Registration Rules of NFA become
effective when NFA's registration systems can be adapted to accom-
nodate the Byla$ and the Rules. NFA anticipates that its system
alterations will be conoleted bv late 1987,

ubmi.l.Led,
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I UNITED STATES OF AMERICA

COMMODITY FUTURES TRADING COMMISSION
2033 K Stroet, N.W.

washhgton, D.C. 20581

February 18, 19BB

Daniel J. Roth, Esq.
General Counsel
NatiorEl lutures Association
200 w. Madison Street
Ciricago, Illinois 60606

Re: Anen&rcnts t! rules of the Natiorral !\rtures Association

Dear !4r. Roth:

This is in response to the suLrnissicn dated July 2, 1987 frctn the
National F\rtr:res Association ("NrA"). on Februa4f 18' 1988, t}Ie cclTnDdity
zutrres Tradirg Ccnmission approved, grrsuant to section l'7(j) of tle
Camr:dity Exctnnge AcL' the anen&rents to NFA Firnncial Reguiranents ' Schedule
E; NFA Conpliajtce R.1Ie 2-13; NFA Byla$^t 305 and new registration mles Parts
1,00-700 as set forhh il your July 2, 198? suhnission. Thre effective date of
tlrese anenckents and rules is April 4, 1988.

Althorgh a najority of tte NFA registratic,n rules essentially tracks
tlre CornLission's registration requirs€nts, tf€ NFA rules and C-ornrdssion
regmlations rsTlain tflo separate bodies of rules. Because NFA and Ccrnrtission
rules may not be (and are rrot required to be) identical, i-ri the event of any
<tifferences jn respective reguirqrEnts, tlre Ccrmr'issionr s ral'es a 1interpre-
tations ttereof shal-I be unaffected bry NFA actions. For exanple ' an NFA ruIe
vfrich rray cnr.it the cctplete tanguage of the Ccnnr-ission rule upon vfiich it is
based would not override the Ccxrunission ru1e. S jmilarly, a purported exaq)-
tion try NFA of ah |IFA Irff ler frcrn the terlrls of an NFA registration rule v&u1d
have no effecb uPon the pa.raJ-Iel Connr-ission requirerents in the absence of an
ehT)ress delegation of authority. 1-l

Finally, the Cctnr[ssic'n wistres to rerdnd NFA that the special relief
request procedures apprcnred bl' the Cctmission in Firnncial Requirsrents

1/ Thus, ttE bracketed note to NFA rule 208 appearing orr Page 18 of NF'A's
- Juty 2, 1987 sutrn-ission (ldrich tlre Ccnrnission does not construe to be

part of the rule and does not alPrc /e) -- infonning rembers to direct
requests for e:<atption frdn NFA Rrle 208 to NFA -- may c''onfuse nElnbers as
to -the proper exenption procedr:res. AccordiJtg ly, the Ccmtission strongly
suggests that such bracketed larguage noL al4)ear i-rl NFA'S final rulebook '

@-D
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Daniel J. Both, Esq.
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Schedule B and Ccrpliance R.r1e 2-13 nerely autlnrj.::e NFA to grant nsnber
letitioners interjm reU.ef pending a firnl determinatic,n bDr t}te Divisj-ol of
Tradirry and Ma.rkets, pursuant to autho! itlr delegated Sr Ccrmission rule
140.91 (a) (4). In this regard, tle Ccrmtssion rptr,s that ultixlate relief-
request determj:rations will b€ nade by ttre Ccnmission or the Divisi-on of
Tradirg ard l.la.rkets Frrsuant to the crj teria conu jjled in applicable
Ccnnr:ission rules and advisories. Acoortiirqly, ttre Cqtmission e>qrects NFA to
follcr,v srch nrles and advisories irr nnk.ing its deterrr.inations 2,1 , as v€lI as
tlre criteria represented b!' NFA in its .Tuly 2, L981 suhnissior. 3/

very tJu]y yc rrs,

. t l, ,. l*\+-A,""- h LL)4-^) tt

i:gprr A. liebb
g,fcretary of the Ccsmissicn

2/

3/

Er e.a. , Ccnmission rules 1 .17 ard 1 .10 (gcverning ttE tcpics of secs.
Ei--a to E1-i of NFA firEncial Requirerents Schedu.Le E) r Cqlmissi6r rules
4.22(cl ard 4.22(gl (3) (gcffernirg charxles j:r CPO fiscal year and
distributic,n date for anrnral reports, restrEctively) and CFrc A&isory No.
87-1, Division of Tradirg and Markets, February 13, 1987, in t1986-19871
Ccrnn. F\rt. Rep. (COi) $23,481.

NFA has represented tlBt:
In cDnsiderjJg FCM requests NFh tras erplclred ttle sane
general startdarils as tlle Ccrmission. For er.anple, requesLs
for filirg ey.tensicns are generall1' viesed with a presr.npticn
to^'ard derrj-al unless the petitioner has an exceptional-
teason for ttte reques-,-. Feguests for a charqe of fiscal
yeer are generally aSproved if tney result il a retrrcrtirq
gap of no nore than fift€n npnt}rs. There is strong presnrp-
tion toJard denial of requests for er<aq>tion frcrn nrajlterrance
of tte rninirrnm debt-equit)' ratio.

TtIe prq)osed anendnents to NFA Ccnpliance lule 2-13 arE. NFA
Firnncial- R€qu jjsrents, Schedule E vrcul-d permit NFA to grant
s:ch relief requests for IB ard CPO t'lsrbers. NFA r+orld, of
ccurse, also apply tte Ccrmission's general stanclards to
requests received frcrn CPOs ard IBs uncler [these] arenftrents.
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December 15, 1987

Ms. Jean A. Webb
Secretariat
Conrnodity Futures Trading Cornmi ssion
2033 K Streer-, N.w.
washington, D. C. 2058I

Re: National futures Association, Proposed Amendments
to: Financial Reguirements, Schedule B; Conpliance
Rule 2-13; and Bylaw 305; and Proposed Registration
Rules of National Futures Association

Dear Ms Webb:

By letter dated JuIy 2, 1987, National Futures Asso-
ciation ) subnitted to the Comrnodity Futures Trading
Commission ( "Comrnission" ) proposed amendments to NFA Financial
Reguirements, Scbedule Et NFA Compliance Rule 2-13; and NFA
Byfaw 305, and proposed Registration Rules of NFA. These
amerrdments and Registration RuIes viere submitted for the Connis-
sion's review and approval pursuant to Section I7(j) of the
Commodity Exchange Act, as amended ("the Act").

on November 2'7 | 1987, the Commrssion published proposed
anendments to its Part 3 Regulations to make them consistent
with NFA's proposed Registration Ru1es [52 Fed. Reg. 45350
( 1987 ) I , The cornrnent period on the Commj ssion's proposed
amendnents ends December 28, L987.

NFA understands that the Conrnission anticipates
approving NFA's Registration Rules concurrent with the adoption
of final Comrnission rules amending Part 3 (52 Fed. Reg. 45350'
45351, n.4 (I987) l. Given the close relationship between
these t\ro sets of rules, NIA agrees that concurrent approval
and adoption is reasonable.

Section f7(j) of the Act provides that rufes of
a registered futures association may be made effective 180
days after submission to the Comrnission for approval if the
commission has not acted on thern within that time, or unless
otherwise agreed by the registered futures association. In
order to provide the Co:nmission and its staff with sufficient
time to review the corunents subrRitted in response to the
November 27, 1987 Federal Reqister release, NFA hereby aqrees
to extend the approval period until 60 days after the corunent
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period ends. NFA will not make any of the rule changes in
its July 2, 1987 submission letter effective until February 26,
1988 or such earlier time as Commission approval is received.

Very truly yours '

/ t. /./t i Ju /t\
L v' t'^ - -L-t1

Ijanler J. HOf n \

General Counsel'

DJR: tyd (KPC7 : F7 )

cc: Acting Charrman Kalo A. Hineman
Commissioner Fow1er c. West
coruoissioner William E. SeaIe
Commissioner Robert R. Davl s
Andrea M. Corcoran, Esq 'I'larshaIl E. Ilanbury, Esq.
Dennis A. X1e jna, Esq.
Alan L. Seifert ' Esq.
Susan C. Ervin, Esq.
Lawrence B. Patent' Esq.
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Meno To:

Fron:

RE:

Dece rnbe r 2, 1987

Dan Roth
Barb Farrar
Jerry Byrne

Karen J. went ze ll

PROPOSED REGISTRAfION RULES OP TIFA

propos;d iule 208-Chanqes Requirin

of appl ication.

apPlicant's sponsor or an applicant
a irritten request bY NFA for

RobertRosenfeldtelephonedmethiSmorningtodiScussNFA.sPro-
f"i"A n"gi"tration nuies. The CFTC cornpleted its review of the

iiopo".i-"nd published their regulations on November 21 ' L987 ' in
the'rederal RLgister. ur. nosenfeld made the folloi+ing comnents:

ur. Rosenfled pointed out one manadatory change to 
-

i'iiA';-;;;p;ied' Rules . rhe bracketed -Note at lhe. 9lg or
T

^u"i ue deleEea:-

INOTE: Requests for exemption f rorn the requirenents of
this RuIe tnust be directed to NFA'l

The comtnission has not delegated such exemptive
authority to NFA at this time.

II. Mr. Rosenfled suggested that staff might consider
making changes in-two proposed Ru1es, 301(b) and
)oat"i. ad6itions are underscored (adLitigns) '- ..
deleti.ons are bracketed Iileletions] ' Mr' Rosentero
stated that the differences were not considered
critical, and the CFTC vras not requiring NFA to
necessarily anend its ProPosed Rules' He did suggest'
however, ttat for the lake of clarity and consistency'
NFA night want its rules to reflect the corresPonding
CFTC Provisions.

tf i tbd rahral

Failure of
to resPoncl

an

to

DEC I a 1987

' i l-t-t''Tou llstL' s oF F | t. r'

ed Rule 301(bA.
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clarification of application infornation or
resubrnission of fingerprints in accordance with
such request wilI be deemed to constitute a
withdrawal. of tbe applicant's registration
application and sha1I result in the immediate
ti?rnination of the applicantrs temporary Iicense'

CFIt Proposed $3.10(d) (in Pertinent Part):

The failure of an aPplicant or the applicant's
sponsor to respond lo a written reguest by the
Corunission or the National Futures Association" '

The cFTc included 'aPplicant" to reflect current CFTC

Regulation 3.46(a) (3) which reads:

S 3.46 TerEi nation.

(a) A tenporary Iicense shall terminate:

(3) UPon failure of an applicant to respond
tinely to a request by the National Futures
Association foi clarification of information
set forth in the application of the applicant
or any principat (including any branch office
nunugl.i therlof or for the resubmission of a

fingerprint card pursuant ot S3.44(c) of this
subpart.

IAdded December 22, l-986 ' 51 F.R. 45759 (123,394),
effective January 2' 1987.1

RT'I.E 204. REGISTRATION OF FOTT'RES COII}IISSION
IIBRCEANTS, INTRODUCING BROKERS'
COtllitODITY PooL OPERATORS At{D COI'llitODITy
TRN) ING ADVISORS.

(c) Periodic Filings. Any Person who becornes
registered as a futures comrnission merchant 'in[roducing broker, comnodity pool oPerator
or cornmotl iiy tradinq advisor in accordance

B. sed Rule 204 (c) :
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nith paragraPh (a) of this RuLe shal1 be re-
quired to file a properly completed Forn 7-R
with Hfa annually on a date specified by NFA.
Failure to file the Forft ?-R within 30 days
following srrch date will be deemed a request
for 'rithdrawal from registration' On at
least 30 days' Isic] written notice, and
following such action, if any, deemed to bg
n".uu"uru bv Ideemed n""es"uiy 5!--E hE-EFTd-o r
FETo protect Lhe conmodity futures markets,
customers ol othe! t{embers o! Associates,l
NFA nay grant the reguest for withdrawal for
wi thdr awal from registration.

CEFC Pro[rosed SS (in Pertinent part]:

3.10(d) - Futures Conrnission Merchant (FCM)

AnnuaI F il ing
3.13(c) - Cornnodity Trading Advisor (CTA)

Annual Filing
3.14(c) - Commodity Pool OPerator (CPO)

Annual FiIing
3.15(c) - Introducing Broker (IB)

Annual FiIing
3.:.7(c) - Leverage Transaction l'lerchantr s

Annual FiIing

On at least thirty days written notice, and
following such action, if any, deemed to be
necessary by the Comrnission or the National
Futures Association....

The CFTC preferred to use an open-ended standard'
Although Mr. Rosenfeld stated that he could not give an
example challenging NFAr s standard of "deemed to be
necelsary to Protect the con$odity futures marketst
custonerl or other uembers or Associates," he felt that
standard inv.i ted litigation.
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II1. Mr. Rosenfeld nade two additional observations
regarding NFA proposed rule 601 (a) and Forn 7-w,

A. rFA Proposed RuIe 601 (a)

Mr. Rosenfeld questioned whether the deletion of CFTC
S3.33(3) fron NFA proposed Rule 601 (a) was intentionaf
or accidental since a11 other NFA Proposed Rules
reflect cfTc regulations in fuII.

RT'LE 501 ITITEDRAIAI TROil REGISTRATION.

(a) A registrant may request that its registra-
tion in one or more capacities be withdrawn
in accordance with the requirenents of this
Rule i f:
(1) The registrant has ceased, or has not

conunenced, engaging in activi ties
requiring registration in such capacity;

(2) The registrant is exernPt frorn registra-
tion in such capacityr

Provided, that NFA may consider separately
eacb capacity for hthich withdrawal is
reguested in acting upon such a request'

CEIC S 3.33 Witbclraeal fron registration

(a) A registrant nay request that its registra-
tion in one or nore capacities be withdraern Prior
to expiration in accordance h'ith the requirements
of this section if:

(1) The registrant has ceased, or has not
cornmenced, engaging in activities reguiring
registration in such capac i ty t

(2) The registrant is exenPt from registra-
tion in such capacityt or
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(3) The fegistrant is excluded fron the
persons or any cLass of persons reguired to
be registered in such capacity: P!ovided,
That the Conmission may consider separately
each capacity for which withdrawal is
requested in acting upon such a reguest.

B. Fors ?-l|

cFTc Proposed S3.33(e) states that when NFA
receives a reguest for withdrawal from an FCM' IB,
CTA, or CPO, (Forn 7-w), both NFA and the
registrant nust send a coPy of such request to the
Commissionts Division of Trading and Harkets
within three business days of receipt of such
reguest by NFA. !.tr. Rosenfeld suggested that NFA
night vrant to advise the registrant of that ob-
ligation on the face of Forn 7-1{.

I'1r. Rosenfeld enphasi zed the fact that NFA Rules, since they are
a separate body of ru1es, do not have to exactly reflect CFTC
Regulations, as long as there is no inconsistency. TechnicalIy,
NFA could print its proposed Rules as they nere subnitted to the
CFTC, except for the deletion of the Note following Rule 208 as
discussed above. Mr. Rosenfel-d believed, however, thal clari ty
and consistency would be achieved if NFA Rules were anended bo
correspond to CFTC Regulations.

Mr. Rosenfeld also mentioned that Larry Patent would be
calling Dan Roth to request NFA to waive the automatic approval
period. Mr. Rosenfeld apologized for the Length of tine taken by
the CFTC prior to publica!ion, but stated that every effort will
be made to get the approval fornalized by the end of January.

KJw: rod ( X I60,/Dl )


