
\rumoNeL FUTURES ASSoctATtoN
I lzoo w. MADrsoN sr.cHrcAco, rL.oo6o6.(312) 781.1300

July 3, 1985

Ms. Jean A. Webb
Office of the Secretariat
Conmodity Futures Trading CoNnission
2033 K Street, N.W.
Washington, D. C. 20581

Re: National Futures Assocj-ation, proposed Amendments
to NFA Bylaws 301(a)(i) and 301(j) and proposed
Amendments to NFA Compliance RuIe 2-22.

Ner,r York Futures Exchange, proposed Amendments
to Exchange Rule 205.

Dear Ms. Webb:

Pursuant to Section 17 (j ) of the Cornmodj-ty Ex-
change Act ("Act" ) as amended, National_ Futures Association
hereby submits the f ollorrring amend.ments to NFA Bylaws 30I(a)(i)
and 301(j) ana NFA Compliance Rule 2-22, and, the New york
Futures Exchange (uNYFEu ) hereby submits, pursuant to Sec-
tion 5a(12) of the Act, the following amendments to Exchange
RuIe 205, to the Commodity Futures Trading Commission ('Com-
mission" or "CFTC" ) for review and approval, NFA Bylaw
30f(b) was declared effective as of August 1, 1985, and
the Proposed Amendments to NFA's rules were approved, by
NI'A| s Board of Directors at its meeting on May 23. I'BS.
The Amendments to NYFE's rule were approved by NYFE's Board
of Dj-rectors at its meeting on April 30, 1985. One of the
purposes of these rule amendments j-s to simplify the reg-
istration process for Associated persons ( "Aps',1 by a1low-
ing APs to obtain all necessary Commission, NFA and _Exchangeapprovals by filing one application form with NFA. ft is
the understanding of NFA and the NYFE that the Board of
Trade of the City of Chicago and the Chicago Mercantile
Exchange will also be submitting rule amendments to the
Commission in order to achieve this purpose.
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I. TER AI{EI{D!,IENTS

A.

BYLAWS OF NATIONAL FUTURES ASSOCIATION

***

Chapter 3

I4EMBERSHIP AND ASSOCIATION WITH A MEMBER

Byl-ab, 301. Requirements and Restrictions.
(a) Eligibility for Membership.

(i) No person, unless eligible for Membership in the
contract market, commercial firm or cornmercial
bank category, sha11 be eligible to become or
remain an NFA Member or associated with a Member
unless such person is registered, temporarily
l-icensed or exempt from registration under the
Comnodity Exchange Act ( here j_naf ter ',Act', ) or
the rules of the Commodity Futures Trading Com-
mission (hereinafter "Comrnission" ). If a person
becomes ineliqible to remain a Member-6-r asso-
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with the Member. If such person is no longer listed as
an Associate of any Member following such termination, theindividualrs registration with NFA sha1l lapse unless the
Secretary is notified in writing by another Member, within
60 days thereafter, that such person has become associated
with it. L+pse of ?l individgal's reqristration with NFA
as_ +$.essociate. Fha11.. not _ relieve. the Assoiiate of any respon-
sr-b]].+tv ulder tFg Nr.A Code.of Arbitration, Compliance Rules,o{ Bv}aws for acEivities prior to tffi
Eron to pav anv_fines, _penalties or other charqes Ehereto-tore accrued and unpaid.

B. Proposed Ameldment tg NFA Conopl_ianee p_ul_e 2-22 _ / _r_ddj.-tion5 are underscored. )

COMPLIANCE RULES

PaTt 2 - RULES GOVERNING THE BUSINESS coNDUcT
OF

MEMBERS REGISTERED WITH TIIE COMMISSION.

*itn

Rule 2-22. PROIIIBITED REPRESENTATIoNS.

No Member or Associate shaIl represent or imply in
any manner wtratGiiFEtra-E-such Memb6r or Associate has
been sponsored, recomrnended or approvedl--i-TlEE-Glch Mem-ber's or Associaters abilities have in any respect been
passed upon, by NFA; provided, however, that this Rule shallnot prohibit a Member from stating the fact of Membership,
or gn AsFociatg-frgm slqtinq the fact of reqistration as
an Associate, if the effect of NFA Membership or reqistra-
tion as an Associate_ j-s not misrepresented, orEi..'.F-
@ the functiois and purposes of NFA.

***
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c. Amendments to lnfFE. s RuIe 205. Aalcli -
ons are

NEW YORK FUTURES EXCHANGE RULES

***

REGISTERED COMMODITIES REPRESENTATIVES

***

Rule 205.

(a) No member, nominee or approved person, or general
partner, officer or employee (or person occupying a similar
status or performing similar functions) of a member or mem-
ber organization shall engage either in the solicitation
or acceptance of customers I orders for futures contracts
or option contracts, other than in a clerical capacityr
unl-ess such person is approved by the Exchange as a reg-
istered commodj-ties representative. Iprior to such per-
sonrs approval by the Exchange as a registered commodities
representativer, such person shall be registered as an asso-
ciated person with the Commission. A copy of his appli-
cation for registration as an associated person as iiled
with the Corunission and such additional information as mav
be required by the Exchange or the Commission sha1l be su6-mitted to and reviewed. by the Exchange before approval of
any person as a registered commodities representative will
De gr-ven . .l

(b) [A candidate for approval as a regj,stered com-
modities representative shal_l successfully pass such writ-
ten proficiency examination as the Exchange may require;
provided, however, that a candidate for approval a- a reg-
istered commodities representative who is affil-iated wj.th
a member or member organization that is a member of another
commodities exchange or a registered. futures assocation
may, at the Exchangers discretion, be deemed to have qual-
ified without passing any such examination.I An AssoCiated
PerFoIr of. a membgr 9r member orqanization regiG?EE-EE-
such. bV the Commission and the National qqtures Association
slra11,
the Exchanqrg otherwise, be approved as a regislered comrnodities
representative.
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(c) Each [person seeking approval by the Exchange

al registered commodities representative shall Isign
agreement in form satisfactory to the Exchange to] abide
the Rules of the Exchanqe.

(d) [?he Exchange may deny approval to arry applicant
for approval as a registered commodities representatj.ve
who fails to meetl No son may act as a reqistered com-
moditie res entat ive son meets guaJ_.1-

approval of [any such applicant] a rqgristered commodities
representative for the reasons and@
dures contained in RuIe 110. Every registered commodities
representative must continue to meet Ithe] these qualifi-
cations f or approval I contained in the nute-5t-ttie Exchange ]

***

II. E:ICI.ANATIOII OF AI{ENDUENTS

A. Proposed iuendments to NFA Bylaw 30I(a)(i) and 30L(i).

.PropoFed Amendment to NFA By1aw 301(a)(i). Bylaw 301 (a)
provides that no person shall be eligibleE become or remain
an NFA Member or Associated with a Member unless such per-
son is registered, ternporarily licensed or exempt from reg-
istration under the Act. The Bylarr, in its present form
does not indicate the process which must be afforded an
individual whose registration as an AP has been revoked
or whose temporary Iicense has been terminated, before the
individual's membership may be terminated. The process
given the individual- under the Act prior to the revocation
satisfies any similar procedural reguirernent $rith respect
to terminating Membership or registration as an Associate.
Therefore, to avoid meaningrless duplication the proposed
anendment would provide for the automatic termination of
Membership or registration as an Associate once an indi-
viduaL has lost his temporary license or Ap status. fn
addition, in order to rnaintain disciplinary authority over
an individual whose membership or reiistraiion as an Asso-
ciate is terminated, the proposed amenilment also provides
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that termination shaLl not relieve a Member or Associate
of any responsi-bility under the NFA Code of Arbitration,
Compliance Rules, or Bylaws for activities prior to termin-
ation. or of the obligation to pay any fines, assessments,
penalties or other charges theretofore accrued and unpaid.

Proposed Amendment to NFA Bvlaw 301('i). By1aw 301(j)
currently provides that an individual-ts registration as
an Associate will lapse whenever the individual terminates
emploltment with a Member ancl faiLs to become assocj.ated
with another Member within 60 days thereafter.

In its present form Bylaw 301(j) leaves open the ques-
tion of whether a person who allows his registration as
an Associate to lapse can be held responsibile for viola-
tions occurring before the date of the lapse.

To eliminate any ambiguity ByLaw 301(j) as proposed
provides that the ]-apse of an individual,s registration
as an Associate shall not relieve the individual of respon-
sibillty for activities prior to the 1apse.

B. Proposed Amendment to lrFA Comp].iance Rule 2-22

Compliance R.ul-e 2-22 currently provides that no Member
shall in any manner represent or imply that such Member
has been sponsored, recommended or approved, or that such
Memberrs abilities have been passed upon by NFA. The rule
in its present form does not specifically prohibit such
representations by Associates. To preclude the possibility
of any such misrepresentations by Associates as well as
I'tember s the proposed amendment to Compliance Rule 2-22 ex-pressfy includes Associates.

C. Proposed Amendments to lfytrE. s Exchange Rule 205

Exchange Rule 205 currently provides that no person
shall engage either in the solicj.tation or acceptance of
customer's orders for futures contracts or option contracts,
other than in a clerical capacity, unless such person is
approved by the Exchange as a registered commodities repre-
sentative. The Rule further provides that in order to be
approved, a person must submit a copy of his application
for registration as an associated person as filed with the
Commission, such additional i.nf ormation as mav be requj.red
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by the Exchange, and shall, pass such written proficiency
examination as the Exchange may reguire. The proposed amend-
ments would simplify the registration process by allowing
an iodividual to solicit or accept customers, orders for
futures contracts or option contracts upon registration
and approval by the commission and NFA.

NFA respectfully requests that the proposed arnend-
ments to NFA Bylaws 301(a)(i) and 301(j) and NFA Compliance
P.vIe 2-22, and the NYFE respectfully requests that the pro-
posed amendments to Exchange Rule 205, be declared effec-
tive upon approval by the Commission.

Very truly
NATI ONAL FUTURES ASSOCIATION

-Jo sep H. Harr

yours,

NEW YORK FUTURES .

r', /. ),///-7. /..-r' J,/'.' -,/. " rr

rl,.tll{\rE

General Counsel
son, Jr.
and Secretary

Peter A. Kiviat
Managing Director, Regula-
tions and Surveillance

JHH,/PAK: cm

cc: Chairman Susan M. Phillips
Comnissioner Kalo A, Hineman
Commissioner Fovrler c. west
Cornrni ssi,oner William E. Seale
Commissi.oner Robert R. Davis
Andrea M. Corcoran, Esq.
Kenneth M. Raisler, Esq.
Dennis Klejna, Esq.
Kevin M. Fo1ey, Esq.
Kenneth M. Rosenzweig, Esq-
Linda Kurjan, Esq.

Mr. Thomas R. Donovan, Presi-dent
Chicago Board of Trade

Mr. william .f. Brodsky, President
Chicago Mercantile Exchange
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COMMOD|IY FUTUTES TRADING COMMISSION
2031t X Slrcet, N.W'

W.shlmton, D.C' aF01

July 30, 1985

Joseph H. Harrison, Jr., Esq.
General Counsel ard Seretary
Natidral FUtrEes Association
200 West Madiscn Street
dricago, Illirnis 60606

f}E-a ElvE
ln"d 6,1,:3 - ier,

lj\\t=*eETvs
GENERAL COUNSEL'S OiI:ICT

Re: NFA Bylaws 301 (a) (i) and 301 (j) and @rpliane
R:Ie 2-22

Dear Mr. Harrison:

On July 30, 1985, tlE Cqrmission alryroved afiendrents to tte caplioned
rules of tle National F\-rtrires Association as sutrdtted in your letter of July
3, 1985, trlrrslrant to Section 17(j) of the Camodity D<cllarge Act. TtE
hmdssiorr urderstands tiat NFA jltends to nake ttpse rule dlanges effective
on August 1, 1985, in conj rnctsion wj.tl tfle inplelrentaLion of tle previously
approved Bylard 301 (b) , lrhic*r reguires persons affiliated r,rith Nm lllarbers t,
be enrolled as Associate l4erbers of Nfe in order to act jIl ttE capa.citl' of
associated trErsons. Ihe latest arErdtents primrily clarj.fy ertajn oontinu-
ing req>onsibilities of Associate It{srbers. They also provide t}Ft t€nli-naticr
of NPA l4sbership or Associate status will be autcnratic if a l\,!e!rber's or an
Assrciater s registration status under the Act (i-ncluding teJrpordry licensel
is ill any vray terrninated, since an unregistercd person would rn lorger be
eligible to rqudn a I'bnber or Associate of NFA.

Ycur July 3 subndssion also contailed a proposal frcrn tle Ns^r York
Futrres D<ctnngre Ixrrsuant to Section 5a(12) of the Act. NrFE prcposed to
anend its R:Ie 205 to reflect the Exchargre's arrangerent with NFA to proaess
alplications for regristered ccnnodities representatives of NrFE beg:ijndrg
Augn:st 1, 1985. r'or your infornation, tle Ccrrmission also atrproved tte
anen&rents to ltrrts Rrle 205.

Very tru.ly lDurs,
.\ ^ t Ar'
W-"- {t Uxrv
g+n A. liebb
Yecretarv of the Ccnnr-ission

&'

cc: Gerafd Byrne


